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RESTRIGTION OF UNFRIENDLY ﬂCTf”’”T“” I ““”TFPL COUNTRIES

28 March 1947

We hzve for our spegker this morning ¥r. E. ®. Schnellbacher,
Mr. Schnellbacher is the Director, Special Services and Intelligence
Branch, Office of International Trade, Department of Commerce. He has '
been~associsted with this Department since 192, specializing in the
field of commercial intelligsnce.

Tn World Wer II, Nr. Schnellbacher reprssented the Sceretsry of
Commerce  on the Proclaimed Iist of Certain Rlocked Fationals Inter-
Departmental Committee, which committee dnqlvn«ted certain individusls
and firms as enemy netionels.

Mr. Schnellbacher i¢ thz author of numerous articlszs and other p
lications in the field of - for01gn salaq and foreign cradit practice,
subject this morning 1s “qutrnction of Unfric ndLV Activities it
Countries, ! :

1 take plezsure in introducing ¥Mr. Schnellbacher.
MR, SCHNFLIBAGHER:

In prersring to discuss this subject, I delibarstely refrained
from doing any research Work, which would only give you an. acedemic
“presentation »f & hypothetical situstion. Ferhaps in so doing I may
not cover the title as described in ths 1s ctura, hut T will =ndravor
to give you & case history of what we wers doing in this particulsr
field during this war, T should like to tart out with & littls back-
“ground. . In other words, lat us look at th nroblem- end se= what brought
"1t gbhout., For that rzason, I am going to bare *hg Srmen sotivitios,
because it will "eneghle me to stick pretty closc te 2 case history on.
which we have docum@nt ary cvidence all the way pHrmupq.

The German activitiss in the South Amcrican oanur1w~ wsre probably
better integrsted and, p“rhcpf for thaot reason, thay wore more dangerous
then in most other arsas of the world.. I é"y,th s with due respret to
the fact that conntriss on the border line of Gewm(xy ir Burone probohly
knew how to desl with the Germens in metters of ide oglp L warfars much
hetter than wo did even 2s lake as 1939, S

Obviously, Letin fmerica was very imrortant to this country,
no ‘other reason then becesuse of its proximity., UGermen nconomic 1
tion in that ares beger before World Wer I, Recruse of conditions in




Germsny, there hes elwsys been quits e bit of emigretion to other prrts
of the world. During the period batween World Wer I and World Wer IT
conditions became far worse 2nd Germsn emigration wes intensified. The
comhinetion of # terrific internesl debt situation ond the necessity of
meeting the reperetions of World War T made life pretty tough for most
Germens, snd they sought other pleces to go. Once sebtled th@y becomes

Jvery 1mnort<nt factors in the Dconorvv of the country to which they immi-"

4

V‘grﬂted

I 2lways think thet the contributions mede by the Germens vrior to

World War I in the field of sconomic panetretion in other countries wes
more or less sponteneous. In other words, ther: hrs 2lways becn 2 ten-
o dency of Germens to get together. They orgenizes tholr singing junds,
~‘heve their. singing socleties, beer pertiss, and more or less penstrate--
perheps not with the ides of influencing 2 nstion's =conowy, buT of
sprecding German culture: And becouse of thbﬁp tr(1tq, thay heve ol-
ways beeén susceptible, ond it hes always been possibla to find 2 homo-
genaous group of Germens.

Being of German descent myself, I can spesk vary Trenkly shout my
own childhood in Illinois. = There people, who were probrbly only ore or
two gsheretions removed from Germeny, were & very cTosg— it group.
They were proud of their "Weterlsnd," ond they talked 2 lot sbout it.

T don't think those people were un-fmericen. Bubt in =n srgument bhe-
tween any other countrv—~@xcept perha,w the United Stetes--Gormeny l-
weoys came oubt ot ths better an

I think it wes this inherent pride in Geormeny, mors then snything
else, thet ensbled the Germen ‘government to get the type of orgenizotion
it wented, &snding out - gent& to vérious countries in this hemisphers
s leaders who wers esger to effect the desired type of pensiretion.
They were carafully picked people who were cepabls.of selling e perticu-
lar doctrine Lh t the Germanc wishs d to aocomplLsh

Thc oersecutlon of the J“Wlsh pOODl sz o merns of geining money
for the purpose of developing their Germen system, wes anothgr tech~
nique uséd during this interwar period which accounted fo? the develop-
ment of Germen pesnetration. It was probebly unintentionsz] 2t ths time,
~but it led to the possibilities of expansion, end tha establishment of
;bropwggnda centers. Certeinly, by 1939 it was becoming ver evident to
nany of us in thzq country thet tho hermless locking G*rmcn ecultursl
devnlopmvnt in, thls hﬁmlspherﬂ we nctuelly belng used for ulterior

. purposes

: Ths Germsns used severs thodq of p@neuvﬁt1on. The wost impor-
‘teznt perheps was thet of bu51nﬂs ~penctrsilon, which sccounted for tho
Deportment of Commﬂrco beromlnv involved in the picture ot sn oarly

dete. . . ' : :




“Germeny' s long=established external trndelﬁad brought - sbout .the
crpet4on of many chennels of distribution orersted by individu:l Germens
or by groups - of Germans, either as agents for or-distributors of Germen-~
e - gooas, or of ‘branch fectories or effiliotés-of :the lerger Goermen or-

75 ny -of which consti tuted the importent cartels and ceriel
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w1th thism,it stion we faced the difficult féct thet these

In deali
individusls wers vory efficfant bus 1nﬂaumnn from the stondpoint of treds
end ¢ommerce. - They wers honest 90“1 3 they were well cccapted in the
communities where they lived. i”Pt, they wers gensrslly thﬁ’g nd of
people thet, if you were looking for sn ngent or decler to sell’ your line
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As a result we found these Germen firms had some very good frien
in the United States. Meny imoricen businassmen C“m” to us in the =
days of the war progr m end pointed out thet th se agents hed been the
rebresentetives for mony, meny years. They had b r
homes. The fmaricens had nob on
had foimd’ them verv competent
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It seems to me that the bigg st Drobl am in desling with such ¢ of tue-
tion was the fact thet the peopls involved woare being used for ¢ purposoe.
Whethetr they ware being used ageinst their will or bscruse they wentad
41 ent
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the/communlty in which they lived, They came to thosc countries to 1ive,
They merried the Letins. They took Latin nemes--Kerl beceme Crrlos:
Heinrich:becemz Enrico.. The sbility of the Germen to guickly conform

*

to the plece where he finde himself is 2 metter of record..

The' fact romei

in 1939 end 1940 w iding these Germs T 3 3601or¢‘
“penstrotion pfogram. TPuxing thet permod it bocems mors nd rg diffi-

cult ‘to-get goods from Furcpe and, consequently, we hucams more and mors.

ﬁthSOurCC of supply for mcst nﬁople. With the Goermen deesler orgenizo-

tion on this hemisphers, we were actuslly supplying its ogente gith. goods

which ‘they could s2ll ¢t o profit. - They, in turn, could use the money
to work egeinst cur interssts to the extent thet they wers-serving their
owrl J_Ilbtilt.lbbb.

h knowledge of the

We found thet thess people hed 2 very thorough
buginess communlty in which théy lived, znd they lld a.very good job of
instilling loyslty for Germeny into the poople with whom they worksd.,
Many young Germens come over during the inbterwer period ond wers om-—

ployed by -these older German firms. Oftentimes, they were cat up in

O'Q
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oy,

‘bus1ne=s to contlnue th° pﬂttern of German flrms in these Letin Mmerican
countries,

Most of the estzblished German businessmen found it possible to send
their children back to ‘Germeny to be educated. Those s=nt after 193l
very frequently found themselves ostreecized from: thelr cown homes when
they came back. We know many, many cases where the fether never racog-
‘nized the son who came back from Germany in 1937 beceuse he hed devzloped
- the type of ettitude thet the Jugend movrmnnt developed in 2 young men
in the days of Hitler.

ﬁ fact thet ceonnot b@ lgnored end beers ropetition is thet social
énd educationzl penetration wes one of the importent fc cfnrc that mede
this government's job extremely difficult. It was hard 4o sell people
on.the ideez st 2 time when ther ware not interested in b@ﬂrg sold.
Throughout South fmerics there wsre collegio szllemsgna typzs of educa-
tionel institutions, German colleges, and Germsn schools.

: Tven the employees of compenies were encoursged to lezrn Gérman.
.In Guatemala, for example, you will find thet precticeily 211 the psople
- employed in the fectories spesk Germen. If you ask them how it hap-.
xpendva,‘+hﬁy would probsbly not be abls to tell wcu, but the languege
was essed onbo them by the ~;c”lool systﬁm end by social hou,cut. :

Some of Lh@ technicel schools were very good, Tb 1, of course,

hzd Germen. equipment, end in this wey children were tﬂug 1t h@t it wes
the only kind to use. Naturelly, when they left gchooly they used it

_1n the ple n+ thoy were meneging.

There Were'elso some very good commercizl schsols on this hemi
sphere.  The Germens hzve a fine system of tesching accounting by using
a universal method thet cen DO epplied in elmost every country. I ron
seross en excellent oceountent seversl yesrs sgo who hed:very lLittle
knowledge of English, but he h d gquickly zecquired = high position with
an accounting firm in New York beciuss hs undkﬁ ghoodrour systen of fc-

"countlng In/fact he knaw it:ies well 2a enybody OJQv:u'u\ln tils eoun-

With this brief background, you can sppreciet¢ what we were up
against when we ettempted to desl with the economic penetrstion problem.

The German objective Was.ta«;nsurm he 1oyolty ‘of the locel Germen colo-
ny; to educat& the Latins to use rnd understend Germen ‘equipment: and
to impress them with the superinrity of the Germen methods. A1l these

. techniques were very effective in increasing the sale of Germen goods
after World Wer'I, much. ot the expense of Greet Britein., They were alsn
very effective in 5°+t1ng up- 2 system nf 1nformct oh which could lster
be used by the Germeans. : P '



It was » fairly effective system for supplemanting propegends.
instance we used to intercent, osccssionzlly, Germen cetelogs. Frequs
we would discover between their prges meterisl which wes sont to
egentsvdf“SOme Germen company in & Letin fmerican country.  fobuelly,
the sgent was an employee of one of the Germen Government nrgenlzstione,
sent sut under the guise pf being e szlesmen. The comprny in Latin
America had sccépted him ~ o selesmen, cnd perhsps innmocently permitisd
him to use its office’ end its business as a "eover,”

It must also be remombarsd thet the ‘systonm dong msteblish some very
effective meeng of reveonua. Thase Germens were constratly cellad upon
to finance propegsnde mechinas in their own countriss and o mrke con-
»ﬁributions to the home governmant., Thay were rlso oxtremely zffoctive.
as sources of mrteriel ver, bthe British propzgzends 2arly beceme
quite effective, =2nd very few meterisls ever got through othor then
those which were of high unit velue =uch 2s pletinum, diemonds, =nd ¢
few preducts of thet sort, which could b2 brought over by 2ir, ‘

.
. How

I don't think the Germans were very. succecsful in sstti z g
haven in Letin Americe for flight cenitel,  Thebt 1o yot 40 bo svelustad
We heven't the complete infarmstion on the extent of externel sssebs thrt
may heve found their way to this hemisphere, but I doubt thet the move-
ment wsg very successful.
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The physicsel blockade set up by the British wes followed by tho
esbeblishment of 2 reviesrt gystem. This wss 3irsctod towerd tho
Stotes g8 well 2z nther sd-cslled neutrsl countrt

sutr-le in the lrs
are,  In my mind, neutrsli

rnd 1ata the.

the word "neutrs1t odvisedly. If thers were ony ne
I would 1like b know whet ¢ untries they w

.

“is 5 situetion whore somebody simply pulls down the blinds
perede g by, baing certein tHet mobody will throw rocke th
‘window.  Such neutrzlity has l-ng besn extinet, end I don
possible eny maore te telk zbout it 1F you are 2oing o be
neutrsls ond methods of desling with thom. :

In eany event the Brifish neviesrt systom veos o sourcs of very gre
aggrevaetion. It meent thet o pre-clesrance had to
destined for consignoes in ao-czlled neutrel arees Jroent to the the
of war, In nther words, it wes nocessary to »o to the British zfficer
in the particulecr ssetisn whers the shipper was loertzd.  In this coun-
try you got clesrance--prisr to the establishment of the British Office
of Ec¢onomic Warfere-—-through their government roorcammbetives snd ever
their consuls,. You would tzke your bill of la showing thet bthe .
were going to such and such & place, #nd tho British would or would not

issue e nevicert. If they 1d, ymur gonds could gos if not, yru si
didn't ship your goods,’ : o
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The final stbp in this partlculﬁr o
neutrals was the estehlishmont of 2 list
called the Bfltlsh Stetutory List wh:ch made "de
Briteins with the listed firms 1llegel rege riless
were situs t”d‘ T chould like to pnint out very br1 v I

servations. some of the distinctinns bhétwesn the British me

with this tJ,c of situetion end sur own. . : ' B

‘ The British had ¢ ;mlth the énemy" list. The Unitad Stotes
had 2 "Proclaimsd 14 t rtsln 31 ckad Netionaels." T think it might
be interesting to you if I etiempted to oxplein the differencs holwsen
thess 1ists without heving the be c:‘;rr'mln'q of 2 Trzezsury lewyer, or the
legal bee un} qf' o ]awyﬂr for the Board of Teonmmice Verfare.  Rether

Depzrtment who did
tivg in wertime and

3
gre

he bﬂckuraur of 2 person in the Comnercs:
o} ot

r o ”f{’CU coonara-

undorstend the nvst*rw of Grverament opar
it i nt@711y°ﬁu1y with husznossmgh in 77
ene

The Britist 5p001fl“d percvn ag ar snemy” for the purpn~u 5 trade
"The British rlso decrzed thﬂt if = pﬁrs”n wors. a2 Jermen he w an
by definition.  ¥e never got in tha rpoint 211 through this wor where W
developed by enemy definition. Tn other words, we nover ashob
proclaimed liet of certein block netiohals es a trading with
list., We stild haven't. I think this point is partlculvrTV ir
to consider. The next time we fight 2 war, in the otomic ag
economic warfsre cen be hendled on o much simnle
in the lost war when we had to depend 8o much ¢
work to undsrstend what was geing on.

ar ideology. From the fmerices

trading with the enemy in World Wer 11 wes desling with
ecﬂopteq th° concept of nazilsw or fegeilsme. It nede no
h= was bho or wha his fether wes, Hvon if he woere

the fourtn G°perptﬂé ‘sbatus in Coste Rice, ho
in. our prograem of blocking.

S Back in l9h© snd frllowing ths 21l of Frenco, we devaloped o list
of firms in the other fmericen Renublics thet ws thought nisght b vidwad
with some circumspsction,  Our Tirst spproszch to it wes 1y thet of
netionrlity. We wore very sesily eble o segregebe fi n this hemi~
sphere who representad Posricen firms. Those recoxrds q(d hesn davelopad

in our office as = servioe“th‘kwericén business betweenuthe wers. :

@arly o8 1939 23 tﬁ‘whetha, w2 Mnuld co ts axnrﬁvq an opih Ra}
desirsbility of hiring certain firms. qwmv of.our business
voery quickly a2lert to the gquostion »f netionslity. Ferhzps y
wes beczuse so much of the business of thn Mericean zuporber wos




is in the British hemisphere. He would neturslly give us some nice
looking nrders from sections nutside of the British Empire if he ren
thc rlsk of 1051ng Britlsh business

In questlanlng us ebﬁut th“ netionelity of gome of the firms from
'Yf\

'"(vl’\r\vn +hoxr wreeso attinge -orders we were ~h1ea to 211 our aen
M LAy wWere gewiing GIGEDIS, We S0 TR Wl o v2aa DU PR

frenkl )
"This is how much informetion wo have. We den't know whether these paople
are doing enything wrong or working egrinst the British interssts i e
war effort.® Then the pettern of inquiries begen developing ¢ 1ittle bit
mors definitely into. the field of propriety in smploying Germens. In
other words, peoplc were beginning to esk whaether the Government would
have "ny qppqsiti”n to thelr hiring Germano. Thers followed many srgu-
ments within government ss to whethsr this govermment hed sny right o
aver suggest to en fAmericen businessmesn thot he might not be within the
bounds of nrdorletv to do . business with & certein firm.  These want on

s late as March,l9hl.

JU

Remember, we hed very definitely detlzred oursclves to be neutrsl,
For thls reason 1t was. difflcult ‘o & t eny genarsl counsel of eny
“““ 1hee u & peglition thet could ba supporisd
in case you told somebody not to do usincss'W1th & Germen firm, even
though .you knew thet firm wes condi g0 nds i i

uec ;
sphere countries. Howsver, we in the Department »f Commerce, in e-llz-
boretion with the Goordinetor of Cultursl R“lctl ne between the ‘mericen
Republics, commonly known 25 the Rockefeller Office, undertosk o set up
an internsl list of people., The resided in this hemisphere znd we be-
lieved they were working in the interests of the fxis penetration progrpm.

We offered =zny United Stetes firm thet wented to terminets its business
connection in this hemisphere this service. ¥We would reploce this sgont
s s [l

or distributeor or source of supply with one who, we belisved, would not
get him into difficulties lster on perheps. ‘ ’
. Our only spproach in such cese s”was this
Wer T the Unite d Stetes Grvernment did
denly found yourself out of business in
A e A N R +tyv o raanlve w
> u, “J'ey UUrl” o W" U.L'y RV J.L‘D J LV Ve
e

1 Kely to go on the black 1ist
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"You remepber in World
blzck 1list snd y-u sud-
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.J] (s
O Hy ot mow

=
LN O]

H:d‘
[one
o
ED

en be sure of being reprs

[oh

"
.
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: had interviews of this typm with some thous ted Stete
durlnp thct pe rJ/d Wa used the fi2ld offices of the Depsrtment »f
marce, ond kept them oni & highly cooperstive bergis 1 c ha T
thlnEr we-told the ‘mericen businessmon wes, "Hero i

ig sur story. We lesve it with you to teke such =
"%e hed cbout 100 percsent cooperetion.
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T probably .am something of 2 rugged individuzlist in defense of the
United Ststes businessman on most occasions. RPub in any event, the
wholehsarted acceptance of this program is, I think, one of th@ j’ﬂmoh
tributes to the loyalty of Tnited States burcinessmen. I elso feel i
proves thot business will cooperste with government if ivis aak@d,in
the right way end is told what you are trying to do, The main com-
plaint of businessmen was thet thﬁy waers never gbole to wnderstind most
of the directives that ceme out, of Weghington.

Obviously, we ware sccused of putting out gray lists during these
early dsys of the war. Whll;'p??hﬂpq they were, We told. them what we
were doing., We asked the newsgepsr psople to come in and try to under-

- stend what we were doing. We oven got the United Stetes advertising
froternlty to attempt to ‘handle edv*rt1<7ﬂ? which, for the first tims,
»propavenduznd the United Stetzs in opposition to fxig propagends in-
meny countries which were too poor to undertske the job on their own.

This progrem brought to light some very 1nt>rﬂqt1n facts., Thn
Germans, for =xemple, were urov1d1ng free redio broadcessts througheut
therLotln tmericen countrl\s. This was possible becsuse under the to-
talitarisn system you can do some'things you-ecen't do under,a»democrécy‘

The Germens were glso providing frae nPwsrpﬂﬂr services 1o procs
ticslly all the papérs thet they noula get to teke them. Pnu"t thet

time, meny pepers were too poor to buy A.P. snd T.P. servica. Ph néws:

wes highly-colored.

_If there wers no other Jus t;ilcctlon for the Office of the Coordi-
nator of Inter-imericen Affsirs, the Rockefsller Offica, 1 think the
job it did in providing free news service to sustein the frisndly news-:
paper° in Letin ‘merice would justify its =xistencs. ‘FDF'ﬂlbhOdt‘thm
service, such prpers would hesve gone broke when we ordersd thom to ston
publishing Germen propegende. I sey w2 orderad them, booous
"You won't get s=ny newsprint if you kcep using this stuff.r ¥
foread them into bankruptcy forthwith hed we not provided them with low'
cost news serviczs. Obviously, yow cou‘dn t osk privete news ag:ncz>o
to do‘that Job for nothing, so we did it for th\m. '

Rl

P
Srl' »

“Mur Fxecubive Order 8389 you mey recell, come into being sbout the
time of the fell of ‘the low countrlﬂ%.' Throubu the ordsr we blocked a1l
asgebs of those COunuPI“q in the United Strtos in order to nr@serve thaem
.for théir owners if znd vhen Cermeny weré dofested in' the war. At tha
same time, hOVQVpT, Executive Order 8389 boceme an ”ffleQTIVG drective
in-ensbling us to block the essets of puople whom.wr regerded as un-
desirsbles. Right up to the iscuznce of the Proeleimed List of Cortsin
Blocked MNetionels the Trecsury Depsriment wse blocking, under-%xacutbi
Order 8389, 2 lerge number of sccounts of psonle on this hem
well es in thm Tezstern Hemisphers. Thiw wns not dons for the
of their essets, but to placa those sssets under our control.
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~ The progrs s was so difficult for business to understend thet
number of us in government pleaded with the sebsrgtc agancises to come
out with o forthright position. - For ‘exsmple, o businessmen wouldn't
¥now who weas blocked until aftar hHe: had 4cn@rtbd -en- ordar-rnd. was abhoutb

to shir the merchendise, Then he found himself held up by the Customs.
%as there not some way, we asked, to rdvise Pmericsn businessmen in.ed-

vance? In addition to the =conomic wrrfere progrsm which the Gommsres
Depzrtment was running, couldn't we mske public the nesmes of those whom
we thought the Treasury was blocking?  Then » businessmen, who wos will-
ing not to-'sell to tha kind of people we didn't went him to sell to,
could’ de,l on an PfflClFHt b951s. 4

‘Thet was Why we ceme out on July 17, 1941 with - Proc]clmad Llst of
Certsin Blocked Nationsls. In other wards, there were # lot of blocked
nationsls who ware not proclglmed. but we did procleinm curtﬁln onas. who
were so bed we had to emnounce them by mesns of this list, % fnnnd thet
the Wer Powers ‘ct of 1917 had never been reparsled, so it wes utlllzed.

You. recsll we set up £t the seme time en Office of Txvorits fo, tha
developmént of the theory of consignes control. This povernmant undar-
“took to be the’ rrovider, or the qucrtvrmcstcr, of Latin Americe end of
the hemisphere. We decided thet we would take cars of the needs, wants,
end lacks of 2ll the pecple in this hamisphere, snd in order to bo surs
that our availzble geods gol inte the right hends,w: Instituted o sysiom
of licensing., This was donc from two points of view: (1) Fhethar the
“goods could be spared; snd (2) whether the prriiculer consignee wos the
right person to gzt them, end if so, to be ressoncbly sure thrt he would
'use thom in his own country snd not lst thwm get 1ntu ths hands of the
enemy,. - Thet wes the basic reason for the osteblishy mert of Golonel Max-
well's office which later become the BEW, ”nd later, by tha lend-lesse
operstion, FE!, Thet office is now pert of our Offics. of Intbernsiional
"Trade in the Deperiment of Commerce. :

‘Remermber thet the Proclaimed List of Gertain Rlocked Netionsls was

issued prior to the wer, July 1941, It was not on inclusive list, . 2t
_ the time it listed the veople solzly as "hlocked netionals.” Tt was not
until efter Pearl Herbor thet through snother Precidentisl direcbive, the

pedolefon the Proclaimed LiSu wWore dmflnww as.enemies. S

Pradn w1tn people on the bleck Yist in thi? oovntrJ was not for-

fb1daen. The British said, "This person’'is an enemy, You cen't de busi-
' ‘negs with: Him." ¥We naver did. You could-do business with Tteliens in
Torld War. IT if you could get & Treasury licensz, Thet wes the way our
1EWS'W9rD'Wr1tt@n, snd thet 1s the way they oparstsd =11 throigh tho wer,
In other words, our list gpecified certein people for whom the Trecsury
would issue no license, We published this list of nemes end s£id thors
was no use in opplying for licansss becsuse they would be raf
technically we had no enemics by definition zs fer 2s our sconomic wrr-
fere program was coricerned.




The ‘policing of this operation, as I have lnd*cnted, was donv by the

B Customs, by the Board of Tconomic Warfare., end by the Office of Censor-

ship, ' The evidentiary 1nformat10n came, of course, from mzny sources.

There was quite 2 struggle in Washington in the latter pzrt of 1941 zs

iﬂto who might ultlmctely acauire control over the operstion of soms of

-_these activities.

.

_Finally, the Stete Debﬂrtmﬁnt wes given the cheirmenship for the Job
of issuing the "black list.,® The Boerd of FEconomic Wa fzrh beceme the ex~
port control agency, or the licensing orgesnizetion with respect to goods.

‘The Office of Foreign Funds Control of. the Tre asury wes the licensing or-

ganization with respect to finencial trensections, end the 0ffice of Cen~

“sorship weas purely & policing orgenizstion. By grthwrlng informetion that

'whereby’e firm on the black list took an unknowm omcloyce and seb

‘eould bhe USud.bY the other sgencies; they WWre able to do the policing

'work

- Remeuwber zlso thgt the only weay to deal w1th £ neutrel country's
operstions is by penslizing your own people. - In other words, we couldn't
stop a person in o nsutrel country from doing. business with someone in
snother country, but we could stop our own people from doing business
with that person. The impect of this procedurs wes that the Proclaimed
List of Certein Blocked Nationals wes sgainst our own people, nob agrinst
people in other countries. - Otherwise, we would probebly heve violriad
internstionel lzw. o T

Among efforts made to evads the oneration wes thet of "elonsl
>l I

up in business. He would then begin to buy goods with money furnished

;by'the'blacknliuted firm. We nmadec it o question of loyalty.if on fmeri-
can did business with 2 listed firm. But the difficulty wrs that we

were always confronted w1th an unknown and thoroughly innocuous neame on
the 1ist. This gives rise to the question =zs to whethzr w2 would he
better off next time to deal with ¢ white list instead of e 51<CP list.
Thet 1is something that will heve to be teckled as a2 resesrch job by
somebody . . : . ‘ .

To those of you who- ore keenly interested in the 12gzl ond quesi-
legel espects of this, T rscommend 2 very good book written by Mertin
Domke 2ntitled "Trading with the Enemy in World War II. I think you
will find it interssting reading-becsuse it sets-out thu.uign*Fic°nt
legal factors we developed in this type of pregrem. Thay are 2lnost
fantastic. Indeed, the progrem succeeded in choking off the opwrntlonq
of the blocked firm, ond sterilizing it entirely, if possible. Tt cut
down sny form of flnenc1a1 aid the firm. might rezceive. It sought to-

. force out undesirsble personnel and to m‘kb the- p oplo 100?11y undesir-

;able,.or socially, outcests, -1f you will,

+

.
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As T view it, our operetion in neutrzl countries head three periods.
The first porlod, undér the tradging with the enemy laws, wes designed to
effect 2 blocke I think, as we look back now, we rvrobsbly esccomplich
thet purpose in 19&2. From that time om, we had to heve £ batier reoson
for continuing our black list, so we introduced what we cslled & replzce-
ment program., In other words, hgving sterilized thise unfriendly ﬂot:v1~
“tiss, could we not meke them part of the patrimony of the country in which
thoy were located? So we sterted out on the sceond period with a program
of tesching expropriztion to the pzople of Latin imerics, which is whet
the replecement progrsm smountea Yo, '

ed

The last’ step wes- our -gafe-heven nwomrﬁm Thie was on ottempt to
'diqéovcr all the Germen exberncl essets thet hed undoubtedly been locoted
the neutrel countries by L& 2aple who hed-stolean loot or who-hed setu-
ally nade money over the dead bodies of their own soldicrs. Some smezing
cases were turned up in bthis progrem. : we uncovsred scoibua
dealings in rubber tirss by some of the high Sermen officers. They sold
these tires to neutrsl countries in Turops ot » time when their men wore
probebly dying on the bettlafield for leck of esquipment, snd they depo-
sited ths funds in plzces like Switzerlsnd snd Sweden. . -

A Ths most interesting description of how safe-hzven works T grthoved
at 2z mesting one time when rn officicl from Czechoslovekiz heppendd "t be
present: his government wag in exile., We were sitting sround the trhle.
We zsked him if he had sver baen sble to defins "sofe~heven.! He esid,
"We olweys define it #§ something where you push & button hars snd somo-
thing comss out over thér@." ' S

This problem of defining ﬂ"fn-then, trying to rind out whers people
can put monsy, under what form, in what guise--through sheras of steck,
oy what have you--in & neutresl country, probebly cccounts for the: fect
thot we seemed, ct one time gt least, to heve sn sbno rmel rumber of 2o
vle runhing sround the world on se ie-hevpn miscions, Of courss, “thers

.

wag more to safe-haven then thet.  Safe-heven isn't finished yat.

M

Looking to the future it is imporbent to reslize thst Little centers
of Germen activity can be kept #2live and,indsed grow up, in almost sny
neutral country through sxporting bechnicisng ~—groups of smart ~lectri-
¢iens, machinists, end so on. I think the future 51 forsign trade 18
going to be in ths export of -techniecel know-how, fnd T think it hmhnhV?S
the United States to become more olive to the necessity of perbicipsting
in thie type of ewport trade, &nd thus be preparcd to derl with Beonsmic

N

penstre tlon of the fuvure.

I, personcl l}_ hcve no guelms of being accused of impericlistic ten-
dencizg when it comes to teking the Unifted Stetés into znyv foreigh counbry
in the world. thlnk es long @3 we heve 2 decent ettitude-——end. T 4
we do--we should vigorously promote the exportstion of our deewnt
tude, '
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I can readily see how these small Germzn colonies will alwsys. con-
tinue to exist, will always be susceptible to whatever type of'ﬁcﬁivity
may develop in the fatherland, Today we are dealing with = very sarious
problem of rehabilitating the Germens in order to take ths burden of
feeding Germany off of the fmerican texpsyer. We erc rezpidly sporosching
2 time in our own orgenizestions whers we are out to promote the sele of
German goods in the United Stetes. We will soon be undertsking & prograom

of Dromotlng the sele of Japenese goods in the United Stnt,”;

How quwckly we have to shift our thlﬁk‘nb. Then we get ette
from a mother who szys, "I lost two boys in Jepan. lhv ere you trying
to promote the sale of Jopenese goods? On the other hand, we heve to
epend 200 million dollars out of thet women's money, o8 Ml1 as others,
to fead Japen. It mekes you wondesr who won the war, '

The pressure to elimincte completely these Germen ond fascist hold-
ings continues. In other words, there are still countrics~-associated
with us in the war, end certeinly not as true neutrels--thet heve not
entirely elimineted axis steckholders. In principle, we own them. In
other words, if we won this war, we might sssume thet evervthing Germeny
ovmed sny plece in the world is now curs. Perheps we could go into
those couniries whers there ere eny Germen esscts end simply -toke thon
on this besis, . But in our deslings with the counfries where such sssets
are located, our only interest sesms te he to ke ep them from rfv_&thQ
back.to Germany. We =are elwzys big-hesrted cbout letting enybody els
heve them, as evidenced by our dzalings with most of the stfe—hav;nr
which heve beon scquirad. ' ,

I have tried to adhers fairly closs to the subjech given me on
dealings with neutrels. Rether then to discuss svery =s ct, I have
tried to confine ny remsrks to a cese record of whot wo ¢id in e very
nerrow confine or segment of this economic werfere progrem. There is
probebly some time for questions. I will ba very glad to do what I cen
on them. ' ' : , : .

4 STUDRNT: o

“to a2sk them whether they would egree to Join with us, the British,

Do you know of any éffort by the Ruqqsﬂn comparsbls to our black-

“list? Did the Russians use 2 black-list in 5w1tzor’ﬂnu, Qw'dﬂn, or

Turkey?

~

MR. SCHNELLBACHER:

)

It wes slmost 194L when we finelly got close enough to the Russ

the Ganediens in our black-list work. They GVdenced considersble sur-
prise, They seemad smezed te discover thet we were operating thi

of procedurs, especlally in countrics which hed declered wor on the sxis,
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If you look over the list of countriss in this hemisphere where wo mein
tained o black-list; =nd then consider the people who dzclered wer on the
axis, th would wonder how we could continue o black-list in & country
which was not a neutrsl but had sctually d“clar“q war, clthough it 'was
not downg much about 1t

I waa told by onec of our reprssenbetives to one of the confarsnces
thet the only snswar he got from Russis on he subject was, "Why don't
you shoot them?" I don't think the Russisns hed @ny sffective cperation
of this sort. Gerteinly they navar had enything to swap with us, We |
gave them our list snd invited their cooperstion, ‘

Incidentelly, 2s rapidly as countriss wors libercted, such o8 the
Netherlends, Belgium znd Frence, they cdopted our listings ag port of
their trede program. The British sand the Canodiens worked very closely
with us all through the war, I rezlly thinl thet our oparstions ware
too much on the fentsqtlc gide for the Russiens' diresct method of opers-
tion. Certeinly we never got any COOD“T”thu out @f thom

& STUDRNT:

Would you cere to comment e little bit mere on the attitude of
the Sw1ss economists. toward the safe-hcven project?

MR. SCHNELLBAOHER:

Well, of course, whenever you get into & problem of safe-hovon,
the first qunstion is one of netional honor. - The Swiss took the .0<J~
tion thet any effort -n our pr rt to pry into tha nnr"ﬂw“’ depozite in
their banku res an intrusion,  Now, this prob obTJ wees no different then
their sttitude toward our cperstione during the war with the proclaimec
list, Swiss trade ig so close to German trnd“ thst t/ heave otUJD ad
Swiss trads with. Garmeny would hsve been impossible. ”V the seme token,
Swedish trzde with the Swiss was exsctly the seme woy.

In cther words, you don't go into 2 country like Switzerlsnd snd
sey, "If =nybody in your country does business with snybady in Germony,
we will declars it en act of war.¥ fnd if you attempt to bleck-list
everybody in the coutntry like Switzerlend, it doesn't work, becouss
you would simply put the whole country on the blsck-list. You would
hava no way »f policing it, and you would be doing some thlng thet wes
vain and futile if you tried.

, . , y
~Thet wes the reeson for ecntering into the so-crllsd wer trede
agreements, Many vcople don't understsnd thess wer trede agrasmente.
They don't see why we would enter into sn sgreement with o country to
permit it to do business with the cnemy. But the only -resson for doing

it was to keep thet country nsutrel st least, At . the smmé tims, w: re-
alized thet s certszin number of the Swiss poople were neaturslly troding




“in Argenting, but I never hazve

.with thelénémy country. But we did bear down on_them a1l thﬂ tlﬂv to

agren not to increase the amount of business from thcm.,

Fﬂr bxample, in Sw1tz rland, We fnund thny'wxro r,bnlldlnﬁ‘Gw
trucks with charccal burnasrs. Ve gtt=mpued to flnd asut thslr ennns
emount of business, end whan we discovered they were 4oing meny twm,

as mmch in 194k as thay were in 1939, we cuqyzstOd the peossibility «f
black-listing thpm unless they would cgroe to ksep this bwsi eas dorm

‘to the pre~war level.

The sgreements which wers res ht g5t yosr with thL-Swzqc provided
for the turning over of » vary sub enti sl ﬁmouht Af go-cslled Axis lont,
the safe-haven Germen externzl- assets, r~nd prohﬂhlv 2 substentisl smount
thet was coming out. It is bzlieved thot there is o substantial smount
been sble to decide what position we should

take when some things we went to get rid of fell into the haends »f those

who do such a good Job of getting rid of them without making a report.

In other words, we would zgree with soms Letin fmericen cvunbry tﬁ pnrmjt
then to vest a firm, knowing 211 the time the T by the tir
through the process of vesting, there wouldn't be snv sssets ¢,ft S
we. recognized the fact thot, if the Letin Ifmericen country <did e goo:
Jcb of vesting the ssssts, even though they didn't show up in =n
ing later, we hed gotten rid.of the enemy sssets to that exteant.

. STUDTNT:

P

AHoﬁ'mffoctiv“ weras the black-lists on thv fle" 1n 1r*ant1ﬂn}

" ‘they put any of them out of business?

MR, SCHNELLBAGHER: -

o know. exccu3y bace use of the. natxonﬂli?:tiv“ prog
deal sbout' it to

" in 19Li2—-how what

.which way to turn. But the frcot rameins that we forced ints

We probebly novaer did ss good @ _ob in frgontine sg
dene had we hendled it in o different way. I don't Kk
right or wrong in sur sttitude toword Prg entine, but
~ne, I think we should h?vm mede 1t more effective by

»cperation,'-”“ were ploying e lonz hend in thot Abpl.

ovme af Eho firms wors very bhadl:

af its . trade implicsti ¢ iv
to d5 busiress wi 2 firms end to heve frae 1ﬂt'rc1urﬂﬁ with these
governments. This netion 1 zebion progrim is qwnothL for vhich wa rre.
lergely responsible, becsuse in our réplacament rr"*rﬂm we. eneruregad
these foraign governments to seize Germon end Ttelien assets ond ;
them part of, th% Government'!s petrimony. If wa could only heve known
did would look in 1948 from 2 trede stendprinte-
5 Juq"l Aldntt,

T think we might hive weted differontly. betuelly,

tine governmant operstion ¢ tremendous number of the mo Jt 1”F“Tt*nu
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utilities. Now, they might heve beén token over by the Srgentine govern-
‘msnt enywey, but that wes the elternstive wz geve them. We seid, "If vou
will tzke them on, we will teke them off the proclaimed list, ond meko
them open for trading." I doubt very much if we destroyed any =sscts,
but we did succeed in, first, sterilizing them end then plecing the sssets
in friendly hesnds in most of the countries. ‘

5 STUDENT:

The I. G. Ferben Compeny had & lerge silk orgenization throughout
Letin fmerice. Vill they be permitted to continue nperetion or will
some oubtfit like Sterling toke them over?

MR. .SCHNELLB?CHER:

T always felt thet in respect to any firm, ebtiempting to desl with
the finger tips instead of the hesrt was rether ridiculous., “het are
you going to do with I. G. Ferben in Germany? JFre you going tno deal
with the heart »f the operstion in Germeny? It is not of very great
importence what you do with some subsidiery orgenizstion. It is pos-
sible, on e selective basis, thet some of these peopls will turn up,
but T doubt it very much.

We are heving a rether interesting experisnce right now in hondling
inquiries of MAmerican firms who ask us to furnish them with fsctusl in-
formetion sbout people who were on the black-list end who zre now opan

~ legally to trads ageain with the United Stetes. fmericen busincssmen cre
being very cautlous about rehiring or teking up relstionships with firms
who were on the black-list during the war.

Incidentelly, we are carrying on 2 program right now celled M"poli-
ticel reporting" by which we give facts behind 2 listing »f firms as
part of our informstion service to fmericen firms looking for deelers
end distributors.  In other words, they rre exhibiting ot this point
undue interest. They don't want to get caught sgain. .

CAPTAIN WORTHINGION:

=

Thank you, Mr, Schnéllbaéher, for 2 most interesting talk.

(1 May 1947--350) F.
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