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Jecember 2L, 1942

~y dear ir, -ecretory.

| Further refercnce is ande to your letter of Noveamder 17,
1982 submitting certain comments snd pronosala concerning this
vovernment's nolicy toward argentina.

Your letter re~ueste full inforzsation concarning the
antire Argeantine sconomic orogram i{n order $o permit the
integration of Treasury controls vwith the rest of that pro-
grae. aecordingly, I am attaching, as enclosure no, 1, a
“e orandus cetting forth our Argentine economic pelicy.

Your letter also refare to the follovwing weasures vhich
the Treasury Uevnsrtment has taken in order to imnleaent the
arcentine ad hoe freeszing Drogran.

1. The Treasury Denartment's lstter of OCctober 22, 1942,
vkich contained the names of sixty-four nereons and firms in
srgentine having an unsatisfactory rating and sumsarized re-
norts of their activities.

2. The Treasury Jevartment's letter of Uctober 30, 1942
2ronoaing that ad hee freezing be apnlied to apnroxilatcl{
one hundred and eighty individusls in Argentina repvorted to
be closely connected vith Proeclaimed List natienals,

3. The Treasury Department’s l-tter of Uctober 31, 19u2
orocosing that certain exchemnge houses in Argentinas be sub-
Jected to ad hoc freexing.

L. The Treasury Department's letter of Cetober 31, 18h2
PTon0sing the annlication of ad hoe freexzing to the Sanco de
fhe Honorabdle la

denry ~»orgenthau, Jr.,

~ecretsary of the Treasury,




la {aeion, the Banco de le [ rovincis, :asgcual Hermanos and

the revocztion of licenses {gmsued Dy the Treasury Lenartment in
1541 authorizing Shaw Utrus- y Companiz to be treated as a
generally licensed national.

#1th resnect to the suggention under (1), this Uepartment
took stens to convene » cozzittee, recrecenting the Treasury
<Jeparteent »nd thie Denartment, to cesl with the nroposal thet
these cersone snd fime be subjected to ad hoe blocking. In
8 lettsr of November 7, 19L? this Lenartment confirmed the
action taken by the coumittee and indicated that in certain
GaBee ~ renort from the arerican irbasey in Buenos Aires was
desirable before nroceecing withL ad hoe freezing. After re-
ceiving the vievs of the Eabesey, this Derartment, in &
letter to ir. renle dated Decesber 3, 104D, gtated that it
had no objection to the apnlication of ad hoc freezing in
thege caser.

41%h resnect to item (2), thie Devartaent, in a letter
of November "L, 1342, gooroved the adoption of the Treasury
~enartzent's nrooosal i{n all but five cases and indicated the
basir for withholding aoproval in the latter cases.

sith respect to the suggestion under (3), in a letter
dated Kovember 16, 19u2, this Devartment presented the con-
siderations vhich, in its judgment, rendered the nronosed
freering of the exehange houses undesirable. For your econ-
venience, = covy of that letter is attoched as enclosure no.

§1th respeet to the suggestion under (i), a consideration
of all of the factors involved, including the uncertainty
regarding the objeetives vhich the nrorosed action vould
achieve and the serious disadvantages cited in Anbassador
armour's telegram of November 2L, hms led to the conclusion
that the nrovosed freering of the Banco de 1a Provineia and
the 3anco de la ¥acion would not be cCemirable at thie time.
For ysur inforzation, a naranhrase »f the izbagerador's tele-
gram ig attached aer enclomure no, 3,

Thie Tenartszent concurs in the supgertion thst iracual
#ersance be rubjected to ad hnc freering., <ith reevect to

the
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the Hroposxl t9 revoke the licenses igrued to0 Uhaw ~trupp,
the snbasey in Buenoe airee har inforsed the Denartment that
its recommendations are being sent by air mail and thst the
complexity of the cmse recuires full consideration of the
facta before action {a taken, Accordingly, this Devartment
virdee to surnend sction regsrding Shaw struon vending the
receint of the Zi:bsary's rerort,

“1th reenect to the Treasury Lennortment's letter of
wctober 30, 1942 submitting a nrovosed general ruling which
vould exclude transactions betveen nersons in Iurone and ver-
gsons in the American renublics from outstanding general
lieenser, thie Jerartment, in a letter dated Noveaber 5, 1gs2
subbitted a recuest for inforeation vhich it considered neces-
2ary for an informed consideration of that pronosal. Upon
receist of this information, this Devartment will {nform you
of ite viewvs as moon as noesibla.

Tour letter also suggests that our Eabassy and consular
staff should be made thoroughly famili-r vith the functions
and ournoser nf the gd hoc program and should be recuested to
compile, on the basis of the information available $0 them, a
l1ist of tixose Argentine entities and accounts which should,
in their judguent, be subjected to ad Roc freesing action.
You aleo suggest that this Department should advice the
Treasury of other cases im which it believes ad hoe freezing
action would be desirable.

Cur kmbessy in Buenos iires has been fully informed of
tis functions and purposes ef‘¥g hoc freezing. This has been
done by special missions sent to That Esbassy, by converss-
tions with the .mbassador during his recent vizit to the United
States, by conversations with Xr. Kervin Bohan, Commereial
attache, during his recent vigit to the United States, and
through the sehool conduoted by the Tressury Department and
this Department which Hr. Bokan and Xr. Yarren D. Rodbins of
the isbassy staff attended. MNoreover, Xr. James Mann, formerly
of the General Counsel's staff of the Treas Devartaent,
and :r. Byron Skelton, recently assigned to the EZabasey at
3uence aires, have been fully informed on thig subject.
Finally, all 6f onur siesions in the other imerican renublicas
12¥+ been inatructed ¢o report all indications of nro-izis
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tendencies »nc transactione., Theee renorte, which sre in

large senpure the brrie of Procleimed iList or ad hoc freering
sction, ~re srde svail Lle to the Tresmsury lenartzent. Neveir-
thelrre, this _e-zrtment will be ¢l to subsit formal {in-
etructions to the zzbaery »nd the Consulatee in irgentina re-
celineating the ~urvoses of our zd hoc ~rograz and the misrinns'
reenangibilities tnereunder.

In accorcance with ymr re~uest, tais Cerartzent will
acvice the Tresrury Jenartment of any sereong, firms and
accounts in argentina vhich, on the basis of available inforrza-
tion, anoesr to be eligible for ad hoc freezing action.

“untrol cver - very sabstantial nrorortion of noten-
tinlly harmful argentine transactions ia »lready being exer-
cised through the iroclaimed List and ad hoc prograz. It is
recognized that the area of control could, as you suggest, be
expanded by the issuance of an order freezing all argentine
nationale, accomnanied by ap~rooriate genersl licenses. The
»ere exteneion or 1ntenu{fication of control would, however,
not be an =utomatic molvent of the samy problemes and diffi-
cultiee in our relations with argentina. The benefitr which
right be -~chievad by expanded cantrols auet, of course, be
velghed =g~inst the nrobszble revercussions of such action on
our total relations with argentina. This Cevartment, although
in wholehcart~d symoathy with your objectives, is of the
aninion thst the acdontion of your nrooosal would involve dis-
advantages disnrooortionate to the benefits wvhich might be
achieved. Suech action might well drive Argentina closer to
the arms of Hitler and sight wel! result {n an elimination or
reduction of such cooperation a2r has been forthcoming from
Argentina,

In 1ieu of the control through a general fresezing order,
tae Tresasury Denartment has nronosed the following:

". . . arrangements be ande with the Office of Censor-
ahir 20 that all financial communicationa between the
Sited Statea and Argentina vill be examined and the
inforaation contained therein forvarded to this Denart-
sent, and, in case of cozmunications relating to the
more imnortant transactions, that the contente of =uch
communicationg will be receivad by this Devartment in
advance of their transmission to cdestination. By

utilizing
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utilizing the information thus obtained fros Censorship,
and from other sources concerning Argentine transactions,
thie Government vould be in a position to single out
those transactions vhich anpear $0 be of an undesirabdle
character, and require the Azerican danks or institu-
tions vhich are parties to mach transastioas to hold un-
thelir execution until wve obtain further informatica as
to the nature of the transactions.”

Presumably, such arrangements vould be effected by confiden-
tinl instructions to United States banks,

Thie Derartzent endorses both an examinmation by the
Tressury Departaent of communications iavolviag irgentina
after the delivery of the communications and a complets
questioning of United States concerns regarding the executed
transactions iavolved. Such action should serve to clarify
the nature of Argentime fimancial transactions vhich are not
now subject to United States contrels without endangering our
relations vith Argentina. Hovever, for the reasons vhich fol-
lov, this Departmeat regrets that it cannet approve the pro-
posal that projeected Argentine transactions be held up pending
an investigation by the Treasury Departaent.

By private instructions to United States banks, the vhole
basis of Argentine-imerican financial transactions vould be
radically altered. Lceerdlngi;. transactions vhich in the
past have been completed vithout difficulty would, without
any previous public notice, be suspended pending an investi-
gation by the Treasury. GComsiderable confusiom, incomvenience,
and irritation would undoubtedly result from the Treasury pre-
nosal. MNoreover, the Argentine suthorities and financial
interests would soom become avars of the nev control.

This Departaent is of the viev that the institution of
the nronosed censorship arrangesent suffers froa the saze
political objections which are appliecable to the propoeal for
freesing Argentina by a general order accoapanied by appro-
nriate general licemses. Indeed, the Argentine reastioa ‘o
this arrarcement might be even sharper because of its sur-
reptitious charrcter ami because of the absence of the cer-
tifying zechanisx afforded by the general licenses.

The
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The Argentine vnolicy is receiving the continuing atten-
tion of this Department. If it rhould appear desirable to
this Denartsent, froam the standpoint of our total Argentine
policy, to strengthen financial controls applicable to Argen-
tina, you will, of course, be promvtly informed.

Sincerely yours,
For the Secretary of State:
(signed) Dean Acheson

Dean Acheson
Aseistant Secretary

Lnclosures:

1. Hemorandum, dated Deceaber 1%,
1942, *Argentine Ecomomic roliey”.

2. GCopy of letter to NAr. Fehle,
dated November 16, 19u2.

3. Paraphrase of telegran froa
Buenos Aires, November 24, 1942,




