
ECOXOMIC IXTZLLIGZP?X 

3 Jama& 1947 

c oYT~TTS Page 

SPSAKB -- Professor George S. Pettee, Department of 
Political Science, Amherst College o . . . . . . . 1 

Gl?lNW DISGUSSIQN . . . . . . . . . , . . . . . . . . . . . 10 

Dr. Pettee 

Students 

THE INDUS!J%IAL COLLEGX OF Tl!X ARXXD l?ORCES 

WASRIBGTOfJ, 3. C. 
/ 

RESTXICTFD , 1 



ECOHOKIC iN33LLIGX?5CX 
. . .' .,, .‘,. ~ . . 

3 January 1947 , .:: 
I. 

Gm-?dG McKINIJZY: :'I * .' . . '. 
Gentlemen, we are:fortunate this morning in having Dr. PqRee of 

Amherst College wit'h Us. Dr. Fettee is a member of the Department of 
Political Science at Amherst, the author of "The Future of American 
Secret Intelligence, fl a recent book which outlines not only the need 
for we'll-grcunded and well-evaluated intelligence but the'methods by 
which we can initiate and c0ntinue.a flow of ,the intelligence which,,we 
need. Dr. Pettee knows whereof he speaks. During the war.he was em* 
ployed in the Stqc'Tpile Branch of both the Office of Production iv;anage-.. 
ment and the War.Production Board, where he dealt with Ftrategic materials. 
Later Dr. Pettee'was Chief.of the European Enemy Division of the Foreign 
Economic Administration. In 1944 and 1945 Dr. Fettee‘analyzed 011 aspects 
of the entire economy of Germany and satellite couritriec, of Europe, which . _I ̂ " .,_ . . 

'-'-of ccur%ee"'Fro~~ght hiwints contact with all of the other Intelligence 
agencies of the-~,,Government. 

. 
(1 

1. ',. 
Dr: :Pettee:will speak to us on Kconomic Intelligence. I take‘great 

pleasure-in presenting Dr. George S. Pettee. 
.,,,i. ! 

DR. PETTEE: 

General .McKinley and Gentlemen: I came here last year from the 
bush of',Western Massachusetts knowing only from the newspapers the mix- 
up in'general and the, slump in morale when we got the boys out of the 
sther'continents%atid brought them home. In general.tocms., the country 
was going'& the"d.ogs'as faras I knew. .I came down here to a school 
that I knew.‘nothing about except its name, and about two af.the names 3. I. . . 
on its Staff, and they knewnothing of me; but that was ene of the really' 
memorable experiences to me of that year of 1946, because I found that 
there wasn't another.. establishment in America that had a higher morale 
or a higher sense of' its assignment and its mission. It would be only 
fair to.say that in.that year'of 1946, when there ws r;a much rebui.lding 
starfing.in America,. there was nothing done that was better for every- 
thing we have to live for in this generation than the,work that was done ' 
in these service ,schools.,; . ,:., ,. 

, ._ , 
., f 

Now to give a lecture on Xcohomic Intelligence when 's6me of You 
have already heard one and some others of you have read records of that 
one has made me feel a 1ittle:bi.t awkward, and I wondered jus.t how,much 
to give of the same lecture.and how much to give of another:one'i ,GeAeral 
&?Kinley assured me I shoulh'give the same‘one. 1 am going.to cor?prbm,ise 
and give to some degree the same one and to some degree s'different oner 

., . . . 
First, obviously, I want to'tell'you'as clearly as'I1caii'why there 

was.&onomic Intelligence, how it'was conceived during the war: and- what.. 
its job was, . . 
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Economic Intelligence was set up under the old BEW--Henry Wallace- 
called Economic Warfare. Tha.t is the best one for me to ta~lk about be- 
cause it is the only one I know anything about. That covered several 
assignments, and one of them for BE%-FEA as it was known later-was 
how to hurt the enemy through blockade. What could we do in Spain, or 
Africa, or with the Swiss, or the Swedes that would intensify the effect 
of the blockade~op. Germany, The FXA advised the State Department ard 
the State Department carried the ball on what to do with many.& the 
neutral countries. . , , . . 

Our second job.1 shouid say was to try to find out about the.beot I 
targets Edr bombing. On that we certainly didnIt-Acarry the ball, We 
had a-Depar~tmental,committee arrangement to help'the Air Forces, and. ' 
in Germany we began,trying to attack the ball bearings, aircraft, oil, 
etc. ;, as you all know.. Another big problem dealt with the economic . * 
effect of.gr.ound.;actions. I 

.I _ 
'Our biggest job I should say was what we called"strategic intelli-" 

gence. n Our Joint Intelligence Committee advised with the Joint Chiefs 
intermittently and collaborate d with the OSS or otl;er agencies in esti- 
mates on the capabilities and intentions of the European enemy during."", 
the.next six months'or some period like that, wLth the FEA submitting 
judgments on problems 'involving all aspects of the former.enomy eConomY. 
Now that is what we were supposed to do. 

_,, " . :: 
,I . 

The organization of intelligence in this country was somet,hingthat 
was phenomenal. If you tried to follow lines of command you very soon '. 
gave up. You couldn't follow lines. of command; There were five agencies 
represented on the J.I.C. and dozens and dozens in others. There were 
offices in the Department of the Interior, Department of Commerce arid 
Department of Labor. Every agency.of the Government I guess had some 
finger in the pot. The Interdepartmental arrangements went far beiond : 
that.. . . 1" 

'- I) ./ ,." ,. i.. _,, 
In America:. in 1943 there was no unnm&oyaent. ,Everybody wa% working 

and many of them were in Goverrment agencies. In FEA they had been hired 
to a very large degree on the basis o f languages for%here.was a great 
need for someone who could s.peek every language in Europe, We even had, 
to use Finnish. There were Ph, Djs from every universi$y, from the longi- 
tude of Kbarkov to the longitude of Ore-enwich. We .al,so:,;had .quite a lot 
of submarginal PhD's. Some of them did some good wash and some 02 them 
did nothing. (..,'. . . 

;. 
' I am now.gming to .P t lk about what we -did with the .German war econ- 

omy; what we. did at the best levels with it and not :what we did at the 
riff-raff .levkls. 'i ". ,' 

.*, 
. 

Before: gun-e, l.94.6, t'he Germans wer'e totalitdrian and t,hey.were very 
inefficient. Their tanks broke down on the way to Vienna ir November, '. 
1938; The'Eattle of,Poland didn't prove the Germans were wonderful; it 

I' : '., 
,- 
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only proved that the Poles Ihad been a stuffed shirt. The Italians were 
neutral in the war or we could have invaded Germany from the south where 
there was no West Wall, but nobody ever invaded Germany over those moun- 
tains, not even Mark Clark. In other words, Germany was not 2 stuffed 
Shirt. But after 1940 everybody said %h, my! T&y are efficient, not 
inefficient," The collapse of,France was incre&ible. when people yell 
nIncredible!fl I submit it is sincere. Ko politician wants to admit 
t'hat he was caught completely off base unless he is perfectly confident 
nobody will blame him. When politicians say a thing is incredible they 
feel two things: they were not in on the deal and they didnit know what 
i t was ah out , and it is agparcntly the opposite of their expectations, 
but they don't expect anybody to blame them because everybody was in ; 
the same boat. That is what the word mt?a.ns when you hear it, and in 1940 
everybody said HIncredible!lf That was for total war effort, After the 
fall of France there was no doubt as to whst total war effort meant. 

After~June, 1340, we reversed the signs. The efficiency of German 
methods was plus and not minus, but it was totalitarian. Totalitarian 
belief.and total mobilization were u$ to the ceiling, and you were aware 
of it and it was perfectly plausible to see t:hat it was up to the ceiling. 
We thought they were i";s high as they could get. From there on through 
the war if you read'the Intellegence judgments or read the magazines 
and the press, the professors' judgments and the publicists' judgments, 
the common trend of American thought was that the Germans were at their 
peak as early as 1940 or 1941 and that they couldn't go any higher, and 
in 1942 and 1943 they declined. Xell, if they were up to t.be ceiling 
and rationalized to the limit of war production as of 1940, then in the 
summer of 1943 our best estimates were they were down 10 percent because 
of bombing as against 1942 and down 3 percent on labor and material 
shortages. I didn't make u2 those figures. 

What was it that happened to Germany in those years after 19407 
Few studies have been made as to what happened economicaily in Germany 
in those years. I wrote a review of the strategic bombing studies in 
the American Economic Review. I believe those strategic bombing studies 
of the German war economy are of first-class importance not only to p'eople. 
like you but ,to economists generally because economists are not qing to 
learn more about economics until they learn to compare their own ideas 

. 
of four years ago with the facts of four years ago and see how to straighten 
out the ideas when tliey don't correspond. Before Pearl Harbor--that is, 
up to December, 1941--I would suggest what the German economy was; 30 
percent or 43 percent of the war economyb St wasn't 100 percent. It 
was 30 or 40 percent. Pearl Xarbor gave us the kick that sent US off, 
and in six months after Pearl Harbo- p we had a better developed war econ- 
omy than the Germans did, but we didn't know that until after the war. 
The Germans up to Pearl Harbor had 30 or 4O percent, I would say. As 
late as September be-fore Pearl Barbor they cut back.production because 
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they didntt know what 'to do with.the stuff. 
end of the Battle of Russia in si,ght’. 

They tF;ought &hey ‘saw the 
They thought the stuff would be 

of no use to them,, +nd cut back in September, 1941: Then came Pearl 
Harbor, and Pea,rl Harbor is effeotively the same date to them as it .is 
to us1 because it.was, within a week of Pearl Harbor that they knew they 
wouldn?t take MOSCOW, and they,knew all of a sadden that instead of 
twelve months' production for six weeks expenditure they had to produce 
for twelve months' expenditure, 'SomeSody had pulled the plug in the 
sink:, and from then on they knew it, and they started from then as we 
did. In many respects we did get a good start and developed e'full- 
scale war effort. 'i%e Strategic Bombin g Survey criticized t&m for 
basing their munitions index on the first months of'l942, 1 .thi.xk it 
was a bad criticism and I think it is a good base period .to 'take January 
and February, 1942, for Germany's part, It corresponds to ours. We 
use the last month before Pearl Harbor as our own base period in war 
production statistics, I think. They didn't start five years, eight 
years before us. Tne bombing survey study puts the thing in a nutshell.. 
I have a couple of quotations I would like to give you: 

"Germany entered the war with a 'guns and butter' phil- 
,osophy which was continued well after the initial de-, 
feats in Xussia." 

Until the war was. over most of us believed Gerrmny !I& st g,ms 
instead of a butter philosoph/ very ear1.y in the game. 

"It must be emphasized that throughout this period the 
German economy met tLe limited demands placed upon it, 
not only without evidence of strain, but also wi"iiout 
controls.n 

There was no war control system in Germany earlier than there yas ' 
in this country. Our control system in the sum?mer of 1942 was better 
than they had until the summer of 1944, V&en we went into German war. 
mobilization in 1942 and 1943 we thought the cartels and everything : 
else were fully coorainated and there wasn't anything left to do. It 
was lute in the summer of 1943 I ran into zn order.and the Germans had ' 
cut out steel thumb tacks and paper clips. The Germs?ns still were 
cutting civilian items in 1944. We had stopped steel for thumb tacks in,' 
the spring of 1942, and we knew when we did. that it mcant we were talking 
turkey. We ran M-Orders for them in America, and if we saved 6,000 tons 

of steel on paper clips we were really beginning to operate. We hadn't 

noticed that the Germans hadn It done. that until later than we did. You 
can't understand the history of the war if you donlt get it clear that 
in 1940 they went so ,hig'n it was *incredible," and that in.lb43.we‘ and 
they.were again so much higher that it wes ipcredible. We don't under-.. 
stand that aed we have to understand it to get an adequate yardstick of 
what national efr"orf can be, what war production can be, and what na- 
tional mobilizatioti can mzan. 

4 
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Fritz Todt died in February; 1942. He was a great German ec pnomio :: 
genius. We knew Bits Todt was more of an economist than,, Alb.ert: Sp;eer, I_ 
and th?t he was capable qf doing -half :as, much more. with ,German economy,. 
as Speer could. Todt died in an aircraft accident in February, 4942.. ‘. 
Speer took over on promises made by Hitler that-Hitler wq@+,-back. him, .:: 
and for once such promises .were true. He got around, to new ,pcogramS 
for tanks, locomotives, aircraft and submarines. ,Sp,eq .hlms,ebf- tqok, ,. “:: 
over the submarine program and got out as many submarines .a month as .* * 
they used to; and cut the time in half, or something like that, in SuiLd- 
ing. That was a tremendous saving in labor and a;,tremendous increase in 
efficiency. He cut it from a year .and a half down to something like 
three to six weeks on the ways. *Those new programs:were developed in 
September , l.942. The OKW, which corresponded as, nearly as .anythJng e$e 
to the, doint Chiefs in this country, was the over-all, General Staff of. 
the Services and became. on1y.a Claimant agency in 1942. Before that 
it had been a general operating agency and the Air Forces were an in- 
dependent ,claimant agency unfil May of 1942, and in some degree clear 
through into 1944; There was no single Requirements Committee in Cerm=y 
before that. At t1ha-t time everything cane under one single claims agency. 
There were procurement progre.ms treading on each other’s feet ‘almost to 

: 
the end of the war. 

,There are certain dates that form a framework, give you a ‘picture 
or a $ar.dstick that will show how big the thing was. The yardstick is 
the dates from’ 1935 OR. 

In 1935 they‘really ste.rted out; In 1938 they took Austria and 
the Sudetenland ‘and it came down to the Battle of Francei ‘and ‘then Pearl 
Harbor :’ ” Then the Russian Campaign in the. summer, and fall. Then the 
landing in North Africa in November, 194% ~Jani?iar$, 1943, Stalingrad: 
‘This was the :f$r’st real kick *in the ‘te’etkl’-‘f:&‘t 6tart6d ‘then off again, 
the Germans ‘who w&e, trying to get an a&-out ‘effor?t over the politicians 
who wanted to .for;get..:it and &bin1 t think it w&s .rie&essaZy Go go’ all. Out.. 
The Germans who ‘were but for all-out effort were .:not :stop$.ed by ..their 
Bureaucratic system ‘after Stalingrad, ‘\ i‘ 

\ . 
In 1943 Ha~mburg was bombed and in September, 1943, after Hamburg 

was bombed,. Speer got-new .gowers, real totalitari’an .powers, and took 
over,%nkt s old po&rs over the civilian economy. ’ ?: ‘.. 

. . .< : ,i. . ..: ,. 
February; 19.44, was the.big,vreek in bombing airplane production in 

Germany. * , : ” i .. .., 
,. .l,~ -. 

fn June,. i944, came VE-?ay. 
,-,‘, I 

, _ ..: ,,. . . 
1 ,  i 

hgust, 19&, wzs the big”month in .German munit~b~s:‘$:roduction fo$, 
the war ., ‘, Having hi 5 their ceiling in 1940 they co,$dn$t go aW+here :bUt .- : 
down acqord$ng $0 us, and August9 1944, Iwas‘, the big ‘month in’ German mu!,, _” 
nitions,producti.on,., How d$d they do it9 ‘They web. difzerent, ,propb’rt,ion:s;‘., ‘. 
different details to make every one of those things in comparison with 
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the Way they did that same thing before. Tlney deskilled jobs. They 
redesigned. A gun, the 1943 model light machine gun, was redesigned 
in every respect with a labor saving in the making, They standardized 
as we did in many resp.ects with standard screw,threads, and things like 
that. They ;&I-SO went in for concentration of.non-essentials;. They, took 
all- the factories in one industry and cut them back on labcr,and materials. 
The Germans used M and~L&dcrs, and dispersion of target industries to 
an ,amazing extent, ,;, 

Ihe.,facts,.as.sqmed u> by the Bombing Survey were: 
: : ,.. , 

MunitipnS ind,ex: t-ripied from January-February, 1942, to August, 
19+4* The J+I.C, judgment at the time wrs that they went down 10 percent 
because of bombing damage; and’3 percent for labor shortage; and before 
YOU can say that because of bombing damage and lsbor shortage there must 
be a net reduction, you must have them’u~ t0.8. c~i3iq;'- If:you must 
Cut your figure 13 percent against what it would ha&been withont those 
effects, then they were ?.OvJii 13 percent net because they couldn’t have 
gone up anyway. Bit”&ey actually raised their munitions index 50 per- 
cent t&t year. 'I 

I want to turn’from that because you have more books here than I 
have ever ‘seen;’ z&d I think you cpn study German war economy for your- 
selves. I am here trying to stick pins in your minds not so much in 
regard to the things t1ha.t you will leFi.rn while you arc in this school 
as to the thin&s that seem im2ortFnt 
the opportunity arises.’ 

to go on learning about wherieyer 
&e of the best lessons I have ever learned in 

my life was to simply set up a pi geon 2olo in my mind and file things ” 
in it, about points t,hat I,.wanted to know, acff.thus in the course of 
years I learned s‘omethipg about such a subject’.” That is what; I am d-riving 
at in this lecture m’ore “than anything else, I, $ont t thkik you 2Fe 
really going to le;ern anything about Germany or’econdqic intelligence 
fron’me this morning, but I hops you are going to,learn t&t I do put a 
priority tqg: oc.some of the things 
this lect+e, ." 

that are worth iearning long after 
.I 

: I 
For t&first lesson I went to suggest two:or three things in con- 

nection with this American war economy an9 l,&at we thought of it as in- 
dicated by our thinking in terms of a ten-billion-dollay total wz?r effort, 
which was just about one place o-f* in the decirml swle.' .+s VO .the Cer- ' 
man war economy and just +hat we thou,ght of it, it is rath.or clear we 
can set up what we thouglnt of the German wrr economy in 1939, what we 
thought o’f it in:1940, ,and wL. -+ we thought o’f it in 1941i’and We C~an’set 
up what happened in Germany to the Econ0mi.c Intelligence, and compare 
those. I wwnt to tell aboat those four things psphction and eConomi,C 
intelligence in the American economy and the G&&.&n ecbomy; aad the Vi 
lessons I am Speaking about center around those four things--not one of 
then? dut the-,Poizr of thej?l, beealse the basic lesson’ is’how .we t,hought’ 

. ..:.. . . 
I. .\ 

‘. 
.’ 

. .I. 

.,I 
: ., 
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about our war economy and other war economies, and what we thought about 
them affords a marvelous comparative basis for studying the thcughts, 
the errors and the ine,dequacies so th2t we may learn to improve the.?, ._ , . 
methods of thinking about war economy, ;’ I’( 

., I : 
On a little lower level take things like this: How important,afe. 

such things as ball bearings? NOW the Bombing Survey shady 3hOWS that 
the bombing of the ball bearing plants did not have a perceptible effect 
on the German,:war economy, This fact, uncovered by the study of the 
German situation, throws light on the ball bearing industry in our Own 
economy, The problem of what is good judgment in allocations is among 
the prime fact.ors. We had our problems with steel castings in 1942 for 
sutnarine chasers, for the tank program, for the metal program and for 
thr rubber program. The problems were overwhelming and finally we had 
to centraiize the thing and put the Air Forces and the Ground ??Jrces 
under a sin@e’Requirements Committee before we could stop treading on 
each other’s feet,. I think you will find that the studies throw a tre- 
mendous.amount of light on that great probLem of war mobilization+ 

‘Thk,best yardstick, statistical yardstick, you can get for w&r Pro- 
duction is total production. It is a secret weapon in the hands of the’ ,‘I.,. 
side that has’ it. It is the secret weaPon that won the Battle of Prance 
for the Germans in’1940. They had a better yardstick on what war Pro- 
duction could mean. ?!hey were a lot more realistic than the French at 
tlhat time. I would say one of the reasons we won the war’ was because 
from Pearl Harbor on we had a more r,ealistic yardstick than the Germans. 
‘t/e tried harder and we did better and we hit a higher level quicker 
after Pearl Harbor tha.n they did. That was the secret weapon. That was 
in the cl&s of on important secret weaP?on. 

AS to the scale of the war I will give you a quotation from the 
Bombing Survey Studies: ’ 

“During. the entire French campaign of 1340 the Na,i Army 
lost about one-s eventh as. much equipment as during the 
single month of July, 1944.” 

We had rx real wind on that T;l??til after’the war was all over. We. 
heard of the wondering about the Luftwaffe in the summer of 1944. Thfi 
scale of the war had changed so much. We didn’t know what had hal;pened. 
We asked “Where is, the Luftwaf.fe?-fl when it. was,. right there as big as 
ever. We flic?q’ t. know. how to gv; ‘etrai~ht on the .subjecG. The ideas 
had shifted. where. i.s the terrible Luftwgffe? ‘..W?iere is the Luftwaffe?’ 
Something happens when we So things like that,’ and it ‘i’~ very imPortant 
to look back at .tho way we did that, when..we did,, it, because if there 
is another war ,we ought not to do that while “i.t i&.on. , ,We have go’t to 
find out what happens before .it. is over. ,’ ,,_ ‘.. ‘, ’ . 

“.., 

’ Xinally, the *ratio of expenders to production of ‘eqen&bl.es; ,“From I,. 
the making of ammun’ifion td the issuing of amr?unition;‘ ‘There iswhere ’ 

. _, .’ . I ’ 

, ,_ ,, ,. ._ .“. .i,, .” ._.. _ .-..- _ _.“----- _-.-.,. -.._._._ ‘,. . - ” ^ . . . _ “_” . __.“..__ I .--. _“..” “...,,_. 1_ =-.-,, 



the'Germans 'probably made a mistake. We leid out our divisions better, . 
so that we could expend faster per man. Our front line people were< I,," 
more efficient exgenders of expendables per man than the GermBnfront 
line troops. For every man we could make far more: We had::nore men in 
the production of expendables Sack home. ri million Americans at the 
front could.un~oad more ammunition in a week than a nillion Germans at 
the front. That'is an,im$ortant thing to think of~in war mobilization : 8 
planning.,,parti~ularly.w~~n fighting gocs‘on at three or fo&r or five, 
thousand ~&le,,ranges.. It is,very, very important; the proportionQof .- . . . 
expenders,t~:produC,ers. .. ', 

. 
Those are‘the lessons I pointed out the lest time I was here. This ' 

i- vlme I ,will turn, to what ?re really the important lessons'on this subject.' 

First, the necessity.for intelligence. If the Xational Intelligence 
syst.em is bad the S,ervice.Forces are going to pay for .it in waste motion 
and the cost of shifts in planning. This appears in the efficiency on 
the war production side, For every major failure in.stretegic intelli- 
gence the Service Forces, whet'ner they know it or not, are going to bear 
the brunt in over-tine work and in lower'efficiency. Furthermore, if 
InteIli~ence and Oseratioas can develop a comiron doctrine on w&t the 
factors in war are, by learning what each can teach the other of the 
hard f&C'CS, 'both Intelligence and Oserztions will improve,. and I wolAcl 
say tLhe.t the Service. Forces, let's say, have a comno~1 interest. with In- 
telligence in developing a doctrine on war econamy. 

Know-how. is the essential item. Zohn, .iancock told you that men: 
are the all-important factol. I want to say t:h.at men are the all-imPor- 
tant factor as they are tLe carriers of iders end know-how. Your charac- 
ter doesn't do any good iw war, unless your character is,in,a nodern brain. 
The character is important. Sut men are not im~ort~nt.~just as-brave men, 
stubborn men, ,hardworking men, devoted men. T-hey are iqortant for t1ie 
ideas they carry. A 1916 miiri is no good in a 1944 war. I wan:% to add 
as a qualification to what TTancock q,aid, if not 2s a substitute for what 
he said, that ideas ere the crux of tkie whole business, Tie difference 
between war production.in 1944 and war production in 1916 is the differ- 
ence in the ideas in't,5e heads of,the engineers and everybody else across 
th? board. 

: 5 ̂  
Our e&onomics.has greatweaknesses'. 'W!at the economists.kriow, and 

the stuff iq the economic journals, has two weaknesses. 
suggest t,o you tlh&t .our economy has three great aspects. 

I yant to I : 
. 

,, : 

It is ati axch&ge',eoonomy. We buy and sell; WC own things, we'hire 
and fire; we pay, etc, The economists are very good on'tgt. '%ie*e is 
a monumental structure of modern etiono,mieS t&t deals with monetary. " I 
ecoponics, business economics. etc. There is also the material economy~ 
and the War:Production Board had that in its lap. We can't make shell 
cases unless we have so much copter. We can't load them unless we -1&~-e 
the nitrates, and the nitrates are in Chile; we can’t load them unless 
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we have these nitrates and the metals. lfe have ma&e mistakes and the 
mistakes are right there, material mistakes t&t are unescapable. And 
the material economy I want to say is Just as important as the exchange 
economy, but the economists heve paid no attention to it, yet.,:, ,_ . .; . 

'The third ecbhomjr II: inr,?nt to call the ethical economy; and>1 am using 
the word wethi&" in aevery limited, strict, and elemental sense, a, 
Sense similar to,the* one in which the word nmorale" is used. So.me people 
think General Motors was meking too much profit. Some people .think they 
a.re paying too 'nigh wages to others. Those are ethical questions and we 
haven't got the answers to, them and the economists least of. all have the 
answers to them. Pearl Harbor in that sense was an ethical gift from 
Grjd that settled the ethical questions of our economy in the war, and 
Americans worked. They didn't ask the reasons to be shown. The economists 
don't have the answers. They have no set ethical economy any more than 
they have a set material economy. The poser fiRon to win the war without 
a Fear1 Harborn lends suppcrt for industrial mobilization+ Ijut in calcu- 
lating how to win witbout a Pearl Harbor as a gift on the morale side, 
or how to win a war at all if you do get a Pearl E&arbor next time, means 
YOU are going to consider the ethical economy essential a8.a problem, 
I.would say you have got to recognize those three economies in order to 
use them. You have got to seek‘advice and line up'your own agency to 
recognize them, You have got to recognize there are those three aspects 
of an economy, and the economists know about only one, and you'have got 
to somehow in this generation loam the other two as well as the economists 
know the first one'now. 

Eow what %as all this to do with a new war? Are‘tje going to.have 
ten or twenty million workers in war proddctior after:initieting another 
war, or what will it be like. Atomic wea?ons? Biological wagons? I 
want to say one thing on ,that. There are sosiological .weapons too. You 
may remember we have had the terms psychological warfare and political 
warfare. People knew how to use those things. The Germans used then 
to some limited effect and the Russians knew how to use those things. 
You read a.notebook on Marxism and you will see it is a notebook on 
pqlitical warfare. It is a modern notebook. 
in it is about eigtity years old tod-?y it is 

Although some of the stuff 
a more modern notebook than 

anything you tive ever known. Yes, that ,thing is 80 years old; 1 am 
not here to say that Russia is our antagonist. I am here to say that 
if we have a war Russia will be there and the sociological weapons are 
going to settle what war it is if there is one, or what $eace if there 
is .one. 

So I' say Once mGre I think a study of Economic Intelligence is what 
we all need, and I hope soms of its lessons will be analyzed by the men 
of t&his generation, in the Army and the Government, of the professions, 
the economists, the political scientists and the rest of us, especially 
now that it is the task of America to see that there won't be another 
war. In that, you have a role whether there is another war or not. 1 
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think Ihe Industrial College of the Armed Forces is going to have ;n 
important place, becaqse if ther2 is another war you will have prepared 
for it, This is going to be one of.tha important places if,there is, 
another war; and it'is going to be on@ df the important plac&q,,if.there ' 
isn't another J&T, too. . 

An@ now that is all for today. Perhaps you want to take over yltiw, 
too* . * 

/- . 
Grnnii McKiNLxYr ~ 

:. 
.We are ready for the questions riow. Are there any quzstiond 

A STL93ELTT< OFPICSR: 

,I, would like to ask how the Board. ma&e out on the bomhing,targets 
in Germmy and w?mt you thought of the bombing targets. Y&I acwt say. 

IS. there anything you can give 5s on that?. 

lx?. PiTcrn: 

'., 

I had. no personal'role in the bombing b-x9.ness because nearly all 
of the bombing target selection work in WasQin&on was done by the end 
of 1943. I wont wit?5 the l?XX in t3e spricg of 19.3 a@ I was on the 
other sii?e- of the business. f hew some of the ;~eopl:? in 5:. 1 don't 
mean to either .?ttack & &fen& it on that account. I knew the people 
and I knew the methods perfectly well by which t?%y &xi&d Yq+t.ball 
bearings were c; prime tzr+t and decided power ?lzuts were not,. a+ t3.e 
Bombing Survey &gr&!d our Selections were not too go&. I think on the 

electric power &estion 'it was the grlxtest mist$'ke, an& wrzS bne 'of the 
greatest intkllectunl ersoss:'of the.ecoaomi&ts. it iS & perfect illus- 

tratio,y- again of the way the intellect&. '?a-sJts';izrork in a thing to:spoil. 
the IntelUg&nce judgment. -An& there !qere fdts that crime out bf the 
intellectual air a$3 'no& out of the Intellig~nce.~Gs-elf. ;' 

', , I' ,, 
Gam M&;xiJy; : 

,I., ,._ 

'. 'Dr. Pettee, ~Ge~thankyou very much inde6d fbr your vefy'enlight.epj-.pg, 

l&b.& 1 enjiye'd it cotipPetelys . . 
i ,’ 
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