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GERMAN INTELLICGENCE ACTIVITY IN THE UNITED
STATES AND COUNTER-MEASURES 1941.

As the year 1941 drew to & cloge, the German High Command and
more particularly the leaders of' the Nazi Party had failed in ene of |
their mosh imporbant objectives of the second Torld War. This abjective

was to keep the United States neutral.

Apart from the "strategic withdrawal! which characterized the
Winter phase of the Russien cempaign, there can be little doubt bub
that the entry of the United States into active participation in the
world conflict was the most bitter blow that not only the Nazi High
Gommand but the Cerman people ag a whole had yet experienced. It
could be argued that the true import of these two reve ses might be
kept from the "Vollisgenossen" or the "German man of the street!. The
radio hag made it impossible for even Dr. Goebbels tn achieve this
goal of censorship, and in fact, reliable informants heve stated that
there is no ~ or relatively small - penalty imposed or wnose listening
\ to foreign broadcasts, Capital punishment does fall ca him who dis-
! seminates information gleaned from foreign broadeasts, but to say that
the German people are oblivious of the drastic reverses in Rusgia or
unawsre of the tremendous import ef the United States anbey into ‘the
war does not give true credit to that seientific end probing mind for
which the German is well-known., The people of Germany are extremely
conscious of the similaritics between the present situation and the
vear LOL7 whon the Uniiled States went to war ageinst Germeny also in
8 conflinst that was two years old and which soon was to be regolved to
the groat bunilistion of tho Gorman people,
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Tt well may be sald bhat the greatest offorts of the German
Tobolligence in the United States werc expended on keoping the United
Statos neutral as long as this could possibly be done. By adding fuel
to the fire of the isolationists, by tempting Big Businesg through the
persuasive songs of a Dr, Wostrick or a Kurt Rieth, by indugtriously
avoiding overy "casus belli' with the United States cven after tho
promulgation of such rigid moasurcs as the confiscation of German ships,
the froezing of Germen funds in the Unitod Statos, cte., the leaders of
the Nazi Party did their vory best to achicve this aim, Their reactions
to our rotaliatory measurcs were so contradictory to thoir behavior
with regard to far less provocation in othor countrics that this
reticence on the part of tho Gormans should have in itself been
sufficiont argumont to open the cyos of those who believed that "this 7
Furopcan fracas should be no conccrn of ours.” (/
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On April 10, 1941, under an agreement with the Danish Minister
in Washington, the United States placed Greenland under its protection,
The only German reaction came from Denmark which severed all further
relations between Copenhagen and Minister de Kauffmann., No attempt was
made to dispute our '"protection" by force of arms. Even when our State
Department informed the Reich that its Consulates were belng closed, the
German official comment was not.the usual ravings and rantings of the
Propaganda Minister but rather "it is difficult to say anything now ...
competent German of ficials undoubtedly will consider the matter immediste-
1y «.. The whole question, the freezing and confiscation is now being
considered as well as possible counter measures," This unaccustomed
reticence on the part of Hitlerian Germany conveyed an important message
and meant that the Nazi High Command would go to the greatest extremes
in order to keep this country neutral,

Translating this policy into a concrete program in the United
States, the Nazis envisaged primarily the infiltration, in both the

industrial and the political field, of German agents who would be able

to promote the feeling that the foreign policy of the present administra-
tion was "war-mongering! or who could indirectly contribute to a German
victory by undertaking "slow-down" measures in the defense plants of the
country, and by judiciously employing the right to strike. That the
Third Reich could find an over-abundance of agents for this work can be
clearly realized by glancing at certain figures of the 1940 census. Out
of the total population of the United States, eleven and a half million
(or 8.7%) arc foreign-born, and of this figure 3,3LL4,000 are aliens, If
it is argued that the Nazi Intelligence would not use aliens in espionage
or sabotage work in the United States on the ground that too much
suspicion already revolves about them, then it should be remembered that
63% of the foreign-born (or 7,250,000 persons) are naturalized citizens.,
Representative Dickstein has estimated that 30,000 of this latter figurc
were Germans who have becomc citizens of the United States since Hitler
came to power (1933). To this surprisingly large German racial group should
be added the thousands of Hungarian, Rumanian, Bulgarian, Ukrainian,
Polish, et cetera, nationals who have become, or are in the process of
becorting United States citizens and whose immediate relatives arce still
in the homeland, under the rigid and persuasive control of Dr. Himmler's
cohorts. As an example of pressure exerted on Germans living abroad, the
files reveal reliable information concerning a Dr, Hollinger -~ a physician,
formerly of Vienna - who emigrated to Mexico City leaving his family in
Austria., One Juan Baumgartner - reported to be an active Nazi agent in
Mexico City - addressed a letter to Hollinger, written seemingly in a
sympathetic vein, but warning the latter to renounce his intention to
support an anti-Hitler program in the following sentence, "We beg you

in your own interest, in the interest of your family in the Ostmark, to
renounce this intention," This letter offers concrete evidence of Nazi
pressure that can be brought to bear on a person of German origin having
relatives in German-occupied territory. This picture would not be com-
plete without montionof the Jewish refugee qucstion, Here again are
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persccutod thotisands who have loft Axis dominated countries, stripped of
21l material pésscssions, but who in many cascs have a closc relative

still in the Jowish Ghotto of a Germen or Poligh city. It should be a
sclf=ovident foet that any person leaving Germany must have the permission
of the Govornment itsclf and this applies to the German Jews as well aB any
other Gorman immigrant into the United Statos. Thus no inmmigrant from
Germon Dominated countrics is complotely above suspicilon.

During tho tourso of the yoar, information has beon tobulated
indicating that over 80 plants having dofonse contracts have in thoir
cmploy not less than ton individuale guspected of pro-Nazi belicfs or
getions - to say nothing of the pro-Fascists, pro-Falangists and
Comminists. Of primory intorest arc those suspected plants which possos
Nowval contracts, Obviously the sccurity of Navel oquipmont is of such
national importonce as to fully warrant the sctting-up of o spocial office
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by the Sccrctary
in such plerts,

the study of the
has attempled to

of the Navy to deal with the investigotion of the persommel
Interesting and illuminating arc the results rovealed by
completed questionaires. It is believed that the Axis
infiltrate one, and in most cages only one, agenbt in
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every incustrial plant hoving a cdefense contract. In certain outstanding
cases, however, mony more thon one potenticl cgent has been found
strategically located.

avmsmpoemenFa ||

“"The Askania Regulotor Company of Chicago, Illinois, was found to
be employing a President and o Vice-President of German origin, (though
presertly United States citizens), and es having its Vice-Chairmon of

the Boord of Directors the President of the porent affilicte, the Askonia
Werks, in Berlin, Furthermore, an associated Compeny, the Americon
Askania Compony, of Houston, Texas, was fouad to be under the menoagership
of one, Gerhard Stubbe, agoeinst whom the accusation was brought that he
was o Nazl espionage agent and possibly a member of the Gestapo as well. R
A competent Naval observer in Berlin remarked on the similarity between
German cnd American onbi-airereft fire-control instruments and noted ot
 the scme time that these instruments were menufactured by the Askania

- Werke - the verent company of the Askania Regulator Company of Chicago.

' The Chicago company is presently completing o $2,000,000 contract placed
- with it by the hif r three submorine training devices and
 %he contrast oalls For the Tnstallation of these dewices by representa-

- “tives of the Company at New London, Connecticut, Coco Solo, Cancl Zone,
and possibly Pearl Herbor, Territory of Hawaii, Thus by means of inter-

| locking directorates, and exchange of information devolving from potont
. rights, much materinl of defense importance has reached Germany.

The Textile Machine Works, sometimes called the Wyomissing
Industries, of Wremissing, Permsylvenia, (near Reading), possesses a
large contract with the Navy for the manufacture of machine gun parts,
Tt was discovered thet in their emnloy were 23 known members of the
Deutsche Amerikanische Volksbund (the Germen-American Bund), also one
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Paul Kullman = the inspector of the plant -~ was reported as being the
"Reading Fuehrer", and the chief draftsman of the plant, one Joseph
Held, was a friend of both Fritz Kuhn and Wilhelm Kunze, Both owmers of
the plant, Theodore Thun and Henry Janssen have publicly stated their
admiration for Hitler and his methodg. They are naturalized citizens of
German origin and have been travellng to Germeny regularly, as late ag
1939,

Finally, the I. G. Farbenindustris, with its interlocking
directorates running the whole gamut of American industry, is the out-
gtanding example of Nazl penetration into this vital field of American
industry. Although it remains for the Treasury Departmeat to determine
the extent of the various interests in General Aniline and Film Corpora-
tion, it is clear that control of this organization and its meny divisions,
gubsidiaries, and affiliates is predominately in Gormzn hands, The
"International Company for Chemical Enterprises" (I. G, Chemie) of Basle,
Switzerland, controls 70% of the stock of General Aniline and Film Corpora-
tion, while the latter, in turn, controls nearly a quarter of the stock
of I. G. Chemie. The exact details of the relationship between I. G,
Chemle and I. G, Farben, the great German dye and chemical trust, are not
known but it is apparent that I, G, Chemie is controlled by I. G. Farben.
At the time of the organization of General Aniline and Film Corporation,
which was formerly known ag American I, G, Chemical Corporation, I. G.
Farbon guaranteed 53% bonds to the extont of $30,000,000. This fact
alone indicates the inordinate intercst of the Germen trust in the com-
paratively young American venture.

There are three divisions of General Aniline and Film Corporation:
Agfa Mnsco Divigion, Binghambon, New York; Ozalid Products Division,
Jolmscn City, New York:; and Cencral Aniline Works Divieion, New York City.
There are also threc wholly ovmed subsidiarics of General Aniline and Film
Corporation: Agfa Raw Film Corporation, Hollywood, California; Agfa Ansco
Ltd., Toronto, Ontario, Canade; and Agfa Film Products Inc., Binghambon,
New York., Over and beyond thig, however, General Aniline and Film Corpora-
tion owms a 50% interest im Alba Pharmaccutical Company Inc., of New York;
a 50% interest in the Winthrop Chemicel Company of Dolaware; and a 19%
interest in Plaskon Company Inc., Tolodo, Ohio. General Aniline and Film
Corporation also controls interests in Sterling Products, Inc., a holding
company which ovme the other 50% intercsts of Alba Pharmaceutical Co,,
Inc., and the Winthrop Chemicel Company of Dclaware.

The possibilities for industrial and commercial organizations to
transmit intelligence are apparcnt. Interests of General Aniline and Film
Corporation include elgo investments in Standard 0il of New Jersey,
Standard 0il of California, Standard O0il of Indilana, Mission, Inc., and
E. I, DuPont de Nemours & Company. The organlzation extends into South
America (Cia. General Anilinas, Casa Bayor, and Cia, Quimica Schering),
Norway (Norsk Hydroclectrisk Kyaclstoff A/S), Switzerland (Osrem A. G.),
and so on, Amorican interests are prouontly engoged in an active
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attempt to gain control of General Aniline and Chemical Corporation. On
December 6, 1941, it was announced that a majority of the Directors of

the Company had elected William €, Bullitt a member of the Board.,

Earlier Mr., John E. Mack had been elected President of the Company to

take the place of Mr. D. A. Schmitz who was not overjoyed by this

"ouster", and who fought his removal for sometime before it was officially-
announced. Mr, Felix Iselin of Basle, Switzerland still represents the
controlling stock/of the Company and the entire organization with all

1ts ramifications must still be viewed with great suspicion.

A naval angle was uncovered during the investigation conducted
by the Treasury Department - it being reported that D. A, Schmitz's son,
Herman Albert, was the "Chief Communications Officer of the facific
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| Fleet." This statement was used by the defendant's attorney to impress

| the veracity of his client's statements on the officials of the Treasury
{ Department. Actually it was later verified that Herman Schmitz has a

{ minor position in the Communications Department of one of our battle-

] ships.

T —

Infiltration in the political field for the purpose of achiev-
ing results favorable to Germany have taken several forms. By far the
most influential until June 16, 1941 were the eighteen German Consulates
located in seaports and cities of the United States proper as well as
six scattered in the Canal Zone, the Philippines, Hawaii and other
American possessions. Insofar as German Intelli~ence work was concerned
this consular organization was headed by two Parteigenossen (Party mem-
bers) stationed at the German Embassy in Washington-Heribert von Strempel
(1st Secretary) and Ulrich Freiherr von Gienanth (2nd Secretary). It is
believed that von Strempel headed the Nazil Party organization in the United
States as well as being in charge of all Party funds. In support of this
contention, a reliable informant advised that on the 30th of November
1941 von Strempel was extremely anxious to determine how he right '"get
$300,000 of German Embassy money out of the United States." The actions
of Baron von Gienanth have been more closely observed and his duties in
the United States have been thoroughly studied. The Baron had to report
on the moral influences of different groups, both racial and religious,
and to ascertain who might be considered as a bridge in educational and
religious feelings between Germany and the United States. His field was
largely educational and one devoted entirely to propaganda. He specifli~
cally inquired concerning the possibility of having propzganda speeches
from Germany published in newspapers of the Methodist Church in the United
States, and stated he would be willing to arrange speaking time for well-
known German preachers who formerly lived in the United States to broad-
cast via short wave radio from Germany to the United States., All Gorman
exchange students in the United States were required to report to the
Baron and they in turn brought him the feclings of their professors and
fellow students toward Germany. It goes without saying that these German
students werc not transferred to the United States unless the institution
to which they were going was favorable to Nazism or the possibility ex-
isted for the German Government to obtain some valuable information
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through the attendance of the student at that particular institution.

Returning once more to the Nazi Consular set-up, before June

1941, it must be noted that unlike members of the United Status Forelgn
. Service, German consular officers must also be members of the Nazi
3 political party. The task set thesc individuals by the Wilhelmstrasse
does not contemplate that their time shall be exclusively spent on
issuing German visas, looking after German scamen or performing other
habitual consular tasks. Fritz Wicdemann, Edgar von Spilegel and espec
12lly Herbert Scholz from their points of vantage at San Francisco,
New Orleans and Boston were able to agsemble-with the aid of their
colleagues-vital defense information, to enhance United States politi-
i cal disunity and particularly to obtain and distribute vast sums of
: money to those aliens and United States citizens of German origin who
believe their home country to be on the Flbe rather than on the Miss-
issippi. These sums were spent for services rendered as is fully brought
out in the recent arrests made by the Federal Bureau of Investigation of
| more than a score of Nazi agents who wore even photographed while they
| were delivering vital informatior (as they thought) to Germany.
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On that important day in June when the State Department made
its drastic statement that the accredited officials of the Reich had
indulged in activities of "an improper and unwarranted character inimical
to the welfare of the United States" (which is another way of saying
Espionage and Propaganda Activities), action was taken to stop other
propaganda agencies from continuing to function. The Transocean News
Service, the German Library of Information and the German Railroads Infor-
o : mation Office were likewise ordered "removed from the United States for
activitios inimical to the welfare of this country." The Dies Congress-
ional Commitbee investigating un-American activities publicly charged
that these three agencies, with offices in New York City, were directing
straesms of Nazi propaganda to many parts of the United States and to
i Latin America. The library and the railroad's information office were
i reported to be direct agencles of the German Government while the news
service was ostensibly under private ovmership but in rcceipt of in-
structions and funds from the German Embassy. Dr. Manfred 7app, editor,
and Guenther Tonn, his assistant, of the Transocean Nows Service, were
indicted by special Federal Grand Jury carlicr in the year for exceed-
ing their duties as "treaty merchants" and for failing to rcgister at
a the State Department as agents of a foreign power. It is intercsting
! to add that Zapp remained on Ellis Island until the sailirg of the
‘ U.5.5. West Point on July 15, 1941, at walch time he joined the Lh3
members of the ousted Ucrman and Italian Consular officials on their
ik trip to Lisbon. Zapp's bond of $8,000 is, of course, frozen in tais

i country but his counsel, one Emil Morosini, Jr., of New York City, has
| advised that this sum belongs to the German dmbassy and therefore not
§ subject to President Roosuvelt's recent executive order. Norosini it is
: noted also represented most of the defendants in the German Spy Trial
case begun September 8, 1941.
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As an outstanding example of the close relationship between

Nazi press representatives and the official Uerman represcntatives in
the United States, there is cited the case of Hans von Wolfram, who

as the Deutsche Nachrichten Buro representative in Los Angeles for
the first five months of 1941. At this time he was also attached as
Press Attache to the German Consulate. In June 1911 he was transferred
to Washington, D). C., became Press Attache thers while having his
official office 'in New York City, Actually on December 9, 1941 - two
days before Germany declared war on the Unlted States - he was arrcested
in New York. This case brings out vividly the very close coopcration
between so-called private enterprise such as the D.N.B. and the German
diplomatic and consular family, wherever these come in contact in a
foreign country, ‘

Pagsing from the officlal and semi-official Nazi agencies,
it is well to note that many a so-called "representative of private
industry in the Third Reich" traveled to the United States and while
here attempted to throw favorable light on the Nazi regime in those
places where it might do the most good. Kurt Rieth came to the United
States on "personal business" but he never lost an opportunity to attempt
to persuade "big business" that the economic salvation of the world
could be accomplished only by collaboration between Nazi Germany and the
United States. Rieth was at one time an officer in the Foreign Service
of Germany ~ incidentally, hce held the position of German Minister to
Austria and had to leave Vienna when the anti-Nazi feeling in that country
rose to great heights in the year 1933. He reported that he would be in
the Unlted States for a four month period "attending to personal busi-
ness" and gave as references many high officials in United States oll
business. Rieth came to the United States via a roundabout route,
through South America, crossing the Atlantic on a Lati airplanc , - at
the time and up until December, 1941, -the only fast means of communica-
tion between the Axis countries and the Western Hemisphere, which was
not controlled at some point by Great Britain or the United “tatc . In-
formation has now been compiled to show that throughout his entire
itinerary across South and Centrsl America, Ricth was conveying import-
ant instructions to the various German heads of mission direct from the
Fuehrer, Ricth's visit to the United States and the time which he might
have devoted to "personal business" here was shortened by his deportation

conly a week after his arrival in New York City. There is little doubt,

however, that as in the case of Dr, Westrick, Rieth was diructed to
contact the so~called '"moguls of big buSLnuss" in order to get their
support for economic collaboration with the Third Reich.

Yet another group of pro-Nazi influences is represcnted by
those organizations which have no official conncction of any kind with
Germany. Indeed, in the case of the Amerikadeutscher Volksbund, in the
year 1937, Hitler officlally decreed that therc was to be no further
connection between the Nazi Party and the above mentioned German-American
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‘sabotage and esplonage are those organized racial groups composad of

‘of the Ukraine); this group has called upon its members to organize -

Bund. Nevertheless, there arc today many pro-Uerman organizations in
the United States which -~ although they have no guidance from the Third
Reich -~ are detrimcntal to the best intorests of the United Statss and
may well be considered as potentially subversive. Below appears a list
of such organizations in the United Status and wheon it is remombered
that cach represents a membershlp of hundreds, if not thousands, some
idea may be had of the political implications involved in rcgimented
vote of every mombor,

¥

AMERICAN DESTINY PARTY GERMAN-AMERICAN NATTONAL ALLIANCE

AMTRICAN PATRIOTS GERMAN AND AUSTRIAN WAR VETERANS
ANTHROPOSOPHY SOCIETY HERRMANE 'S SISTERS
CHRISTTAN FRONT HERRMANN®S SONS
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DEUTSCH~AMERIKANISCHE BERUFSGEMEINSCHAFT KYFFHAEUSER BUND
DEUTSCHER~AMERIKANISCIER ZENTRALE BUND NATTONAL LEGION OF FOTHERS &

DEUTSCHER FICHTE BUND DAUGHTERS OF AMERICA
DEUTSCHES HAUS NAZT SOCCER CLUB

DEUTSCHES NACHRICHTEN BURO RETCHSDEUTSCHE VEREINIGUNG
FRIENDS OF NEW GERMANY SCHLARAFFTIA

GERMAN-AMERICAN BUND SILVER SHIRTS
GERMAN-AMERICAN CLUB STEUBEN SOCIETY
GERMAN~AMERTICAN CONGRESS FOR DEMOCRACY UKRAINIAN-AMERICAN FASCISTS
GERMAN~-AMERICAN LEAGUE UNTTED CGERMAN SOCIETY

Of even greater danger to the United States for reasons of

nationals belonging to countrics which may be under the persussive con-
trol of the Gestapo or which have rcason to belicve that ar Avis victory
would revard them hetter than an Allied one. Thus, Fronch, Spanish,
Hungarians, Bulgars, Rumanians and now even Swiss fall under a cloud

of suspicion, For the duration of hostilities, therefore, it would

be prudent to comsider an ixis alien "guilty until he has satisfzctorily
proved his innocence." The anxiety experienced over such nationals is
clearly portrayed in the paraphrage of a dispatch from the Navy Depart-
ment: CONCERNING M. X, IT LS REWUESTED THAT A DISCREET INVESTIGATION
BE MADE .S TO THE DESIRABILITY OF HIS RETAINING HIS POSITION IN THE
SHIP DEPARTLENT (OF AN SMERICAN COMPANY). HE HAS ACCESS TO ALL LOADING
INFORMATION AND HE IS A HUNGARIAN CITIZEN,

0f special note as a racial group is the American Ukrainian
Fascist Organization which is reported to be composed of a small
minority of the one million Ukrainians in the United States which has
maneuvered itself into a strategic position in the Ukrainec-American
community and which has promoted the Nazi cause with fanatical zeal,
A "Sth Column" subsidiary is the 0.D.W.U. (Organization for the Rebirth

modeling itself on Hitler's party organization, One of its leaders has
been apprehended for having weapons and armunition concealed in his
house. Pablo Skoropadsky, with headgquarters in Berlin is said to be in

CONFIDENTTAL -8 -

DECLASSIFIED |
_ Authority NND 030 53




control of this entire organization, and is called the King of the
Ukraine by those who favor the creation of an "independent" Ukraine
under the auspices of the Third Reich. He exerts his influence over
the various Ukraine organizations through the Hetman - a terrorist
group organically very similar to the Nazi Gestapo, The Ukrainian-
American Fascist Organization is reported to have been delegated in-
creasing responsibility for Nazi sabotage, espionage and propaganda
activity in the United States but it should not be overlooked that the
great majority of the Ukrainians are "on the other side of the fence!
and are working for the independence of the Ukraine to be established
by the Allied Nations. In this role, quite obviously these latter
became excellent informants,

The Croatian and Macedonian minorities in this country are not
above suspicion., The Centralin Komitet, also known as the Macedonian
Propaganda Office, located in New York City is rcported to be working
closely with .xis agents in various sections of the United States devel-
oping information of military, naval and economic value to the AXis
Powers. The notorious Domobran (Board of Frankist Organization) a
Croatian group is reported to be a branch of the Centralin Komitet, and
further reliable information has been received to the cffect thet the
Gestapo has organized the parent socictics in the accupied countrics of
Yugoslavia and Creece in order to use its members in the United States
for sabotage and terrorism.

In order to parry all the foregoing, the United Statos Governe
ment took a serics of important and'- for a neutrsal pover at pecce with
Germany - drastic steps during the year 1941 and before the final rupturc
of relations on December 11.

In April 1, 1941 the newspapers published the extraordinary
accounts of the seizures of 63 Axis vessels in United States ports
totalling over 300,000 tons. The two (erman vessels seized were the
freighter, Arauca, at Port Everglades, Florida, and the tankcr, Pauline
Frederich, at Boston., The crew of the former had been giving the local
authorities a great deal of concern for the prior six months inasmuch
as a well-executed act of sabotage by the crew could have bottled-up
the port for a considerable time. That this was a fortunate "nipping-
in-the-bud" of a well-conceived and all-encompassing sabotage plan was
attested by the fact that Axis ships in othsr ports of Central and South
America were rendered useless by their crews the following day before
local authorities had had the time to take the precautionary mcasures
that were taken by the United States.

Official Germany offered only a mild protest over the action
taken on April Fool's Day nor did it become bellicose a few days later
when, as mentioned before under an agreement with the Danish Minister in
Washington, the United States placed Greenland under its protection,

June 13, on a Saturday, after all finsncial houses were closed

]}
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! for the week-end, the President ordered the freezing of Axis assets in
| the United States. This was followed two days later by the closing of
I 51l Nazi Consulates because of over-indulgence in "improper" activities
| as mentioned previously. Even this precipitous action did not deter

' Charge d'Affaires Hang Thomsen from continuing the diplomatic repre-
sentation of Berlin in Washington, Such was not the usual Hitlerian
reaction when it is remembered how diplomatic relations were severaed
for far less a pretext in the cases of Austria, Czechoslavakisa, Poland
and many other countries. This action, coupled with the closing of
the Transocean News Service, the German Library of Information and the
German Railroads Information Office, was the biggest single blow de-
1ivered to German espionage in the United States during the year.
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One month later, on July 17, the State Department rcleased the
first "Proclaimed List of Certain Blocked Nationals'. This list
constituted our main attempt to curb the Nazl ecornonic enbernrlscs
which were doing a thriving business in Latin America, PRv dowying cer-
tain esteblishments the right to traffic with the United Stabes, a power-
ful economic weapon was leveled against Axis industry ard coumzrce below
the Rio Grande. Some German business houses thus found themsclves in |
o no position to contribute large sums of money to the lecal linzi organiza-

Lo tions or to swell the chest of those funds which werc earmarked for _
- transportation to, and use in, Germany itself, During tho reobt of the ‘?‘
P Summer and Fall the State Department issued additions and some few 1
deletions to the "Black List" of the United States until now, Tive
supplements have been distributed throughout Latin America, Cbviously,
injustices occurred in particular cases, and consequently the unilateral
enforcement by the United States of this Black List has glven rise to i
f some opposition on the part of our Sister Republics. It is felt, never- :
E theless that--these injustices notwithstanding--the general security

has been immeasurably enhanced.

Finally, the breaking point was reached on December 11 and ?{
Foreign Minister von Ribbentrop handed United Shates Charge d'Affaires,
George L. Brant, his pagsport declaring, "The Reich Goverrment ... 1s
w suspending diplomatic relations with the United States Government and
from today onward considers itself at war with Americad, It is a strange
turn of events that after consulates were closed, monoy frozon, chips
taken over - Nazi Germany was maneuvered into a wer Jlcclaravion by its i
Axis partner in the Pacific, 1t belng seriously dcubted thabt Hitler |
knew beforehand what was in Tojo's mind. J

- German Intelligence work dealing with the Westorn Eemisphere

‘ gave good evidence both of long-term planning and efficient op2rztlon,
| Tn the case of the captured German aviator, Baron Franz von Werra, the
t German espionage net was able to successfully effect the return to
] Germany of this famous flyer although he had to travel from Cennda, ‘
1

through the United States and half the capitals of Latin America bcefore |
he finally boarded an Italian plane at Rio de Janeiro and flew to
safety. In March, 1941 the captured flyer was placed under a 355000 }
. !

!
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bond posted by the German Consulate in New York after he had escaped
from a prisoner's camp in Canada. The efficilency of the Gorman
Intelligence is demonstrated by the secrccy and success with which

Werra jumped bond and evaded all patrols and officials at the Moxican
border, finally turning up in the office of Pan American Grace Alrways

at Mexico City under the assumed name of Bernd Natus. There the
Councelor of the German Legation in Mexico stated that Natus was, in
fact, his son and produced a forged German Diplomstic Passport No. 298~36
issued in Moxico on December 1, 1936 with which Natus procured air passage
for his trip to Burope. Natus left Mexico City on April 1, 1941, travel-
ing by the Pan American Grace Airlines - (financed in large part by the
United States Govermment, created and controlled by United States citi-
zens.) He overnighted in Guatemala City, arriving in the Canal Zone on
the evening of April 2nd. There is no record to show where he spent the
night of April 2nd, or in fact, of any of his activities in the Canal
Zone. OUn the morning of April Jrd, again traveling by the same Airline,
he boarded a plane at Balboa (Llbrook Field, within the Canal Zone), and
flew to Lima. Again by the same means Natus departed from Lima on April 7th,
arriving in Buenos Aires A7 141 9th, whence he finally departed the Western
Hemisphere as a passenger of the Italian Lati Alrline, via Natal,Brazil

on April 17, 1941, This travel was completed before there was any sus-
plcion that Natus was in fact the Baron von Werra who had Jumped a

$5,000 bond in the United States and had subsequently, none the less,

spent 12 hours in the vital Canal Zone and escaping all observation,
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Lessons learned from this feat on the part of German Intelli-
génce were the ease with which forged German Diplomatic Passports were
distributed to deserving Nazis on important missions. It also indicated
the vulnerability of the Canal Zone and the ease with which Axis agents
were able to transit Panama unobserved., During 1941 air travel was used
extensively by all Axis agents. Perforce this travel was effected on air
lines ovmed and opcrated by United States interocsts. Although every
effort was made locally by our attaches and diplomatic representatives
to hinder this travel, and to prevent the transportation (by means of
alr express) of tremendous quantities of Nazi propaganda, few visible
results ensued. It should be noted further, that mich valuable matorial
such as platinum, diamonds and mica were transported by means of American
controlled airlines to Buenos Aires whence the only existing, Axis-domina-
ted, transportation system linked the 01d World with the New., The Lati
Alr Lines journeyed twice a weck across the Southern itlantic from Rone,
Seville and the Cape Verde Islands to Rio de Janciro, Buenos 4ires, and
return. It was not until after war was declared betwecn Germany and the |
United States that the operation of this vital link was terminated, |

A second outstanding example of German Intelligence in the
Western Hemisphere is the sending of instructions by means of short wave
radio from Berlin to various unidentified points in South America. These
messages enable the United States to determine what instructions German
Agents in South America are receiving. The first confirmation of the
fact that the Germans were using nationals of Axis-dominated countries
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b s their agents in the Western Hemisphere was received by this mcans
\ hich queried the advisability of employing Rumenians as information
atherors in South imerica, and especially in argentina.

The same source has revealed that the Germans are in possession
&f cetailed knowledge concerning the disposition and tasks of various
units of the United Stetes fleet which are assigned to the Carribbea
sector. The number of United States cruisers in Trinidad over a gilven
date were reported, as well as the £act that owr hydro-planes patrolled
the north coast of South America approximately from Bahia to Trinidad,

,

Instructions regarding the use of sceret ink and the manner in
which messages written with such ink could be read were relayed in
the same manner, Emergency addresses to be uscd as "oost offices" were
revealed and the fact that no further mail for Europe was being accept-
ed by the Condor or Lati Alr Lines was important enough to comprisc a
special message, In summary, most of those instructions which are
: essential to the effective continuation during hostilities of the flow
| ~ of information necessary to an espionage systen were, and still are,
being conveyed by short wave radio.
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The latest developments in the changing international picture
attracted the particular attention of the German High Command and when
the United States joined with Comrunist Russia in battlc against the
Axis forces instructions were forwarded to disseminate this informatien
n among the Irish Catholics in the United 8tates, placing spocial emphasis
i on the fact that since the United Statcs was now allied with Commuinism
i the safest refuge of the Catholic Church lay with the fxis!

Of tremendous importance leading toward the breaking-up of a :
German Intelligence system in the United States was the arrest, con- !
viction and final incarceration of thirty-three American cibizens =~ :
members of a far-flung German intelligence net, the foundations for H
which were laild soon after Hitler came to power in Germany. In 1939, |
however, one William G. Sebold =~ chief witness for the Government in
this Spy Trial - traveled to Germany and while there was ordered by the
Gestapo to become an informant upon his return to the United States.
3 He was to gather information in this country and to establish radio
| stations whereby this information could be transmitted overseas. Upon
4 Sebold’s return, this German-born citizon of the United States went to
t the Federal Burcau of Investigation and obtained its help in erecting
; and operating the stations ordered by the Gestapo.

e ——

For the better part of two years, therefore, the Federal
authorities were obtaining invaluable information concerning what
speclal knowledge was desired by the Gestapo and also the informants
and codes used to gather and transmit these details. As a result, on
June 29, 1941, 33 suspects were arrested.
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rne trisl gturted on Septembor 3 and exactly fourtoén wooks later, T
Judge Mortimer W, Byors imposod prison scntonces aggregating 310 yoars and
nine monthe on tho defondants for violation of tho Espionage Act. Tho two
princlpal counts wore, first, furnishing defonso information of this
country to Germany - including particulars concerning the Norden Bomb-
sight, ~ and sccond, falling to registor as agonts of a foroign govorn-
ment, Horman Lang, Edmund Carl Hoine and Joubert Duquesne were tho
ringleaders and recolved twenty year .sentencos cach., The Goveranmont con=
tended that the ring, operating in all parts of the world and covering all
motropolitan contors and hundreds of lesser towns throughout the Unitod
States, attempted to deliver military, commercial and industrial intelligonco
to Germany. In sentoncing Leng - a machinist and e draughtsmen by pro-
fossion = Judge Bycrs sald, "Ho of all men know thoe valuc of the Norden
Bombsight., He of all mon know to what uge it might bo put by the
'chivalrous! powers of the Axis in waging their war against civilization,!
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& second spy-trial is to be comvened during the latter part of
Janvary, 1942, This is a superseding action on a previous spy indictment
originally called to trial on October 27, 1941, XKurt Frederick Ludwig,
arrested on August 30, at Spokane, Weshington, was - according to United
States Attorney Mathias I, Correa - the ringleader of a highly efficient
nilitary espionage agency of the Germen Government, ILudwig was born in
Ohlo of German parents, and was taken to Germany at the age of two; he
had vigited this country several times, and in March of 1940 ~ it was
alleged = he returned for the specific purpose of gathering and sending
to the German avthorities detalled informatlon on the size, equipment,
Llocation and morale of United States Army Unite. ILudwig, it was stated,
had macde personad visits to fortifications, flying fields and naval
bases along the Eastern seaboard, and his background contained training
that enabled him to recognize the values and weaknesses of what he saw.
The Federal prosecutor further declared that Ludwlg "always kept an
elaborate shortewave radio in hls automobile, fully capable of recelving
code messages from abroad." Others indicted originally with Ludwig in-
cluded a 31 yoar old drafted soldier - Rene Froehlich, formerly employed
by the North German Lloyd and the Transocean News Service - Hens Pagel,
Carl Herman Schrootter « a chartor boat capbain of Miami, Florida known
then as Captain Jack Pogt = Holen Pauline Mayer, and Lucy Boehmler, both
of New York City.

Finally, on the last day of the year, Paul T. Borchardt - a former
Major in the German Army - was indicted ag the "magter-mind" of the Ludwig
group, He was arrested the day after Germeny declarod war, and detaincd
op Ellis Island, With Borchardt on the last indictment appoared the
name of Captain Ulrich wvon der Osten formerly of the CGerman Military
Intelligence who was killed in an automobile accident in Times Square .
in the Spring of 1941 who, before his death, was known as a Spaniard by
the name of Lopez and was thus able to mask his spy activities for somo
time, The latber, it was thought, was the original orgenizer of tho
group, and his domlsc opened the way for the advent of Ludwig.
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- Diplomatic officers accrodited to the United States and were to a large

— e

A fjttlng summation of tho forngoing is an outllno of the Cerman
Fifth Column ystem in the Unlted States which was received from a
reliable source in Avgust, 1941 and obtained from individuals who had
recently been in Germany and Italy. The German Intelligence Network in
the United States is divided into five groups:

A - Allgomeine Group: Comprising German citizens residing
in America who are each week obliged to attend meetings
and to prov1du information of gemeral interest,

B =~ Mlitary Group:

(a) Those agents duly accredited and otherwise in
Anmerica who secure military information through
whatever chamnels available,

(b) Sabotage section,

(¢) Persons designated as actual spies who would
continue to function as such during periocd of
hostilities between bhe United States and
Germany.
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G « Civil Group:
a) This section includes all workers in industry,
particularly in armement and ammunition depots.
These men are charged with active sabotage and
espilonage,
(b) This section spreads discontent, strikes and
slows up production by cvery means possible.

D = Agricultural Group: In the United States this group
is of little importance, However, in Argentina and
Brazil they play an importent part.

E - Big Industrial Group: This group is headed by the
I. Go Farben firm vhich according to the informant
has approximately 90% of its officials under direct
control of the German intelligence service,

The outbreak of formal war between the United States and Gernany
hag 1nev1tab3y resulted in some modification of the German Intelligence
operations in this country. It has been brought out above that such
operations in the past have been largely directed by the Consular and

degree directed towards keeping this country out of war., It would be
naive to agsune, however, that plans had not boen carefully drawn well
in advance to effect a rapld transfornation of the organization in such
a manner that 1t could function in time of war. It is cortain that
personnel in this country and in the nations of Latin America have been
carefully instructed in their dutics, and that full preparations had
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been made for orders from Berlin to reach agents in the field once formal
diplomatic relations had been severed, It is believed that two sources
of ‘potential danger should be particulerly stressed, The Germen Desk haes
received evidence that Germany plans the increasing use of non=Gernan
nationals for subversive purposes in order to lessen the possibility of
gsuspicion, The nany thousands of persons in the United States who are
natives of countries presently occupied by Germeny, and who in many cases
have relatives sbill living in those countrles, offer an obvious fleld
where pressure nay be effectively applied, Secondly, there is increasing
evidence that ILatin Amerdca will be used as a base for subvorsive actbivity
directed at the United States., In this case the personnel used will
probably include Cerriens long established in the various nations to the
South, Spaniards identificd with the Falange group and natlonals of the
Tatin American countries thenselves in both high and low pogitions whose
gympethies or intercsts may be enlisted in the Nazi casuse. A rocent
oxample of this activity is a trip of two German agonts of Argontine
nationality who traveled fron Buenos Alres to Moxico via Chile and Cuba
contacting Imown Nazis in all the countries visited,
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There has been some satisfaction expressed in this country that
during the first six wecks of war no sorious sabotage has teken place.
The growth of a semse of false aoourity is one of the groatest dangers
which confronts the United Statcs. A number of persons = well acquainted
with Nazi rothods and their practices followed in Buropo - have stated
that it is the deliberate policy of the Gernan Espionage System to avoid
sporadic attompte at sabotage writil such tine as their prey belicves the
danger to be past, and then to strike with the full force of its claborate
and effoctive organization; probably in coordination with military
activitics undortaken by thoe armed forces of the Reich iteclf, From
expericnce in other countries 44 is cloar bthet the memacc of sabotage
can bo net effoctively only by cternal vigilonco and by striking first
ot a1l subversive agents in such a nenner thot their activitics can not
be co~ordinated,
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THE NAVAL ESTABLISHMENT

The Naval Porsonncl File on the German Desk is presently compoged
of noarly 2,000 namcs and ropresonts individuals rumning the gamut of the
Naval Eetablishment from officeor to third mechinist mate., In 1941 a
total of 215 porgons have been digcharged from the United States Navy
or have resigned wnder suspiclon of pro-Nezi sympathles or actions.

Since the German declaration of war the Office of Naval
Intelligence has been particularly interested in the composition of
the United States Merchant Merine - obviously, the flcet cannot operate
without thousands of supply ships which must be procured from the ranks
of this service. Before sailling with the fleot, however, the Navy must
be sure that no subversive agents are aboard thOoO rmerchantren in the
gulse of crew members, or even offlcers., Because there is vital interest
in the security of secret naval codes, investigation falls largely upon
those who might have access to such codes = that is the Masters of the
various vessels and their Radio Operators. On December 17, 1941,
President Roosevelt signed Public Act #351, 77th Congress =~ H.R. 5074 ~
which provides for addibtional safeguards to the Radio Communications
Service of ships in the United States in the interest of Natilonal Defense
and grants the Secretary of the Navy authorization to "disapprove the em-
ployment of any persons congldered unfit to serve as radio operators
aboard any vessel (other than a vessel of foreign registry) sailing from
a port of the United States.," Pursuant to this legislation, the Secretary
of the Navy on December 18 = one day later - established a Departmental
Qualification Board to which muet be submitted the names of those commercial
radio operators whose background casgbts doubt as to the advisability of
their serving on United States ships under the present exigencles of war.
The law accordg to cach operator the right of appeal to District Boards
which have bocn set up in each Naval District for this purpose, This
legislation is of ‘oo recent a date to determine the percontage of those
operators who have taken advantage of thoir right of appeal.

From the information at hand ~ compiled and evaluated - it 1s
pogsible to state that no evidence has so far come to light which would
indicate that the Nazis have a definite net of espilonage or subversion
within the Naval Establishment., Ixperience has shoun that vhile there may
be an isolated and occasional cage vhere an individual is in a position
to commit sabotage on an important unit of the fleet, there ils no evidence
of a consistent "honeycombing! of the various fleet units or thelr support-
ing shore esbablishments which would indicate that there existed a poten-
tially serious danger from within,
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