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ECCNOMIC INTELLIGENCE.

4 April 1947

GESERAL MCKINLEY:

Gentlemen, this morning we are very fTortunate in having with us
Mzjor General ‘William J. Donovan. As you all very well know, Genersl =
Donovan achieved unusuel distinction in both world wars, His command of

the old £9th New York Regiment during Werld War 1 won him the Congression~

al Medel of Honor for action in France, os well as.a nurmber of lesser’
decorations, 3Between the wers, Genersl Donovan served in various public.
capacities, including thet of Assistant Attorney General of the United
States, In 1941, he was appointed Coordinetor of Information, and in
1942, Dlrector of -the Office .of Strategic Services., He is eminently
qualified to speck to us this morning on the sudbject of economic intelli-
gences 1 teks gre“t plaasure indeed in intreducing Major .Genersl William
J Donovan.

GENERAL DONOVAN1

Gentlemen, I don't know thet I am peculiarly gualified to discuss
tnis subject, but - enable you te determine what velue to give to what i
may say, Perhab in view of the introdnction of the General, I ought to
state some of the factors that enterad into my. recommundlng thv»o*gﬁnlzq«
tion of wh<t was known as the OSS.,, SR :

Like every civiliaﬁ who was a rescrve officer, I undertock to get
some credit in my service as a reserve officer, recognizing that there

were forces at work that might invite war. I hod had experience in the

Far East and in some of the wars thet took pl oce-preceding World War II,

For exsmple, in late 1935 and early 1936, I had bgen ir a vough

laweuit eand I thought a good wey to zet thot oub of my heed was to go over

and see what was hapoening in Ethionia. - I tried to meke clear to Musso-
1ini that we in Americs didn't thirk mauch of the Italisn Army‘and‘what it
could do; that we thought if he wanted to be 2 new Julius Caesar, he had.
to show that he could develop & new Tenth Legion. He gob verg 1ndlbnuﬂt
and insisted that I go over to Ethiopia and loock at the war thére, "

One of the reasons that impelled me to go was this: You remember
there was great insistence at that Yime the® we impose oil sanctions on
Itely. Just as & simple.Americen, I felt that to do this might have re—
percussions in every election district in America. What was the besi
for sanctions? So I went to Bthioo! » and I found this: that the oniy
oil whatsoever you eould find-in the hinsers and werehouses, outside of
the Albanian o0il, was Dutch Shell ard Anglo-Persian.




Now, both of thesc were British controlled. The only way of gstting
in the meil, which constituted the cme source of amusement and entertain-
ment and relaxation for the Italian ssldiers, was to have it deliverad
with the oil from the oil drums thet bthe British had across the Suez, When
I came out of Ethiopia, I was convinced from what I sew of the operations
thet the British either had %o close the Suez or sign the Hoare-Laval
Ireaty, one or the other, Ye cgus the Litalians were going to win, I told
our people bhat when I came back. I also expressed thet opinion £
autiaorities. .

Yow, the British were unw1il1nv to do that, because, you remsmber,
the Baldwin Government wanted to have peacs, and the League of Fations
Jnion had the same zind of influence upon thofe membere of Parliaunent as
the prohibition group had upon our members of Congress. So that, while’
they felt that soneuhln& ought to be-dorne, they thought they diéntt ésre
ta do it, because of the politicel condition in Eng;'rd

In 1828, dbeing in EArope on business, I losked at the situstion in
Spain, Deceuse there it was very evidcat to anyone who could.understand -
thet the Civil War was a laberstory for the testing out of what was going
tc be done in the new war. It was inpo cbserve from Freznce's side,
because, as all you gentlem?n who were e service then will remember,
the only-representation. t he Army and Navy hed was on the ofher side; and
yet where the job was baing done in dev eloping new methods wag-.on the
Franco -side, - oo o - ,
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There is one thing thet occurs %o me as I say this. You-will recall
that in the history of the war in Errope, refepence is made to the fact
that we had great . rcuble with the developmént of our’9C-millimedor-gun,
because. we had no knowledae that the 88-millimeter gun had been en 21l-
purpoge gune The ouly 1nporﬂct10n,:ﬁvucrd1nb to this repord, wes .furing
the progress of the wer, thet the Gv» ans were uding it orly as an anti-
aircraftAweapon.

your in telll SNCe. materlal end
ose W“o come'- ‘after vrd will be able
you my éxperience in Spain. I re-

As showing the ijue of gebtis
Having. it properly indered so thet
t0 know what is happening, let me
mémber being at the Bettle of tae ; I went -down tc & German battery
and talked to them. - I féund thet théy hed this 88-millimeter gun and that
they were using it there—-and I saw it-—not only %o.cover the advance of
the infantry, but they were using it as well as an antisircraft sun
against the Russian planes. Although I did not seé this myself, the
Spanish officers told me they hed likewisc been uqln; it in qqu—«‘o.mk de—
fense. i :

I thought - that WES en important item and thet I would get some ..
credit for my work as a reserve officer in the Service, I cerafully pre—
pared a report after I got back end weot to see Gesnersl Oreaig, the Chief
of Staff, and G-2 and gave them thot %, And yet two or thrce y 3
rea

ey te .
later it had never hed the Ordnence Department.
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That p01uts upy - I think, the 1ngo“tr ce of this whole intelligence
guestion—~that it does no good to procure informstion end have your raw
material there unless you evaluate it end measure it and interpret it.
And then it does mo good unless you disseminate it. So much is false in
the use of this term. "security," becsuse security is very often a cover

‘for . stu01d1ty. - It ic also a cover for hoarding informstion. . There is

something very pechliar about thet, A men gets some informetion tnct he
thinks no ore else has and nis grest d)llght is to hug it to hig b"etst.

It is of no.use unless you get it properly disseminateds

Now, those things, plus the fact thwt 2 lot of my law practice had
to do with trring ouestlonq -deeling with the ﬁntl*trust laws . or other
things affecting the Government, ta me the value .of resezrch and of
heving economists as expert witnesses. So, when the task was given to me
in 1941, at a time when America had no intelligence service, at 'a tine
when the war was creeping up on us sud shutting us off from the main

T

" scgurces of inform“tion, so thrt we had to depend upon information gothered

by other:hands and shapéd by otizer minds, on which to basc ocur decisions,
you.gentlemen can well imegine thet it wee something of e challenge 1o be

asked to.set up sn intelligénce serviece,

Wnat I undertook to do wes.to og eblish it on an intellectual basis,
because, at any rate, however many dis HVPnt >zes there were, Lt was an
advantage to start something new wjon the basis of the-intellect rather

_than upon the basis of 2 police state. You see, so many of the disedvan-

tages in other nations consist in the fact that the intelli"ence“servicew

revolved frcm the faect that a police unit hed been set:up to protecti th

fellow. in power, and intelligence came afterward, On the contrary, here
the first thing we did was to go to the Librery of Congress and s$ay, "Who
ers the five men whom we could talk’ wi*h <nd with whom we could work out
a basis of setting up 2 coerdination of the 1nfcrm tion thet has been
gathered?" : R -

It was perfectly obvious thet if we ever undertook to coordinate
the various intelligence services th=t existed, we would be storting a
Thirty Yeers War.- The most you could hepe to do wes fo gebt the material
that was there and see if 1t could bs Coo”d nated, That was what. we under-
took to do. . : ' .

I thlnk it mvght bc helpful if, Jjust ae showing the body of doctrine
upon which we undertook to base thet work, I read you just the first pare-
grﬂﬁ of the peper I submitted in Juiy, ‘1941, for the establishment of a
uerv1ce of Stratev1c Informﬁtlon. '

”Strategy without information upon which it can rely is helplesss
L1<ew1se 1nformaulon ig useless unless it is intelligently directed %o
the’ °trateg10 purpese, Moderh werfsre depends upon the economic hase——
o the supply of raw materials, on the cepa 1ty end performance of the
1ndustrlal plants, on the scope of agricultural production, and upon the
character and efficacy of communicatiscns. trategic reserves will deter—
mine the strength of the atteck and the resistance of the defense.
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_Bteel and gasoline constitute these vcserves as mich 2s 4o men and powiar,
The width and depth of terrsin occugied by the present-day army exects an
equally wide and deep network of oprrative lines. The 'depth of strategy?
depends upon the 'depth of armement.'!

Fow, it wes upon that theory thet we undertook to build. The other
things th?y came ?Fter were simply those aceretions of activity thet we had
to ao"olop, because in modern warfere, oven as in (n61ent thers is a part
thet.is Tulfilled by the unorthodox and irreguler Int€l¢1 ence can be ob-
ained not merely by vropegenia against the engny, but &s WeLl by oper .tipﬁ
with resistance groups behind the enemy lines, because ocut of thet comes a &
huge element of 1ntelllgonco thet c%n e uf great value. '

Now, all of thet, Vit‘éeems t ‘iepds to this: In'ﬁhe'wcrlé in
which we live, made tp as it is of sovereign states, ench stmhe hzs cortain
national interests; each state seeke to protect itself from atteck by other
nations; and each may come in confliect with the desires of other natigns,
Iqermfore, naticnal policy is the Gekermination end the re dettrﬁinftion of
the .course of actlcn to be followed in cordsr to nrotevt ta2t nation fpom
actual of potential denser. A nationzl intelligence, theref ore, is the .7
flow of reports thet bear wpon the danger of tho e uo¢¢11ﬂts ond an apprais-
al of them in &enerul or specific lﬁS*“ﬁC“b thet way - l;iCW1“f berr Wpon thet
conflict. : : . ‘ '

So 1t is not the funciion of 1“talll;@nce to determine, oolle or to
enforce ite *t is the function of intelligence simply to .appraise and
terpret and sum up whet it finds, and to do the% same tAlnb tize and time
a"eln._ Lnabed, there is nothing‘mysteriouﬂ or ginigter in AJ. It 1g gimply
“a gqtqerln together of many items thnt constitute o mossic of knowledge
upon. .2 lvem situation and then tlm “v+6r0“~tc~10“ of thrt informetion.

. l;uniﬂk‘we apt to miss tﬂLa' tha *ntbll*benﬂe nag ity strat-
egic as well as it» t eficel usce. welght shell be given tc one or *the
other and’ qom 1ntelllgence $hell be geared infto. sz given s1+u? tion depends
lar&ely upon whetneﬁ you ~re a%ipeace or wh ther Tou are lu 1mw1uant dsn‘"r
of war,

There was a ftime when the concent aof ot r fesy wo s thé‘handling‘of,armed
forces in a campaign In that day it wes perfectly understendeble tie t the
POllth?l phese of. 1t snould be handlediby diolomets and that +he military
ad 2 Oeculla” obligation in de?llna'w~t" the. ;ntelllgence wh~c was mostly
~concerned with m;lltary ’Cthltl : g

1
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of gar thinking., Todey thers is’
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totel war must be interpreted,
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is defense 1in depth in tine, and that can bve availed of only by superior
knowledge.

It would be an interesting thinz, I think, if someone should make &
study and show how manyuwars were started because some agn, the kirg, dic—
tator, or whoever he may have been, balisved he had the edge on the other
fellow and that by the advantage of surprise he would be able to win be~ _
fore the other fellow could get ready. What we have to do is to unmack- the

intenticns of* the enemy in order to snticipaté the attuck.‘sihat con best e

done in tinme of peace.

.

Letvus epply that to this last wer end see if thet prlene is correct,

T don't think it is toc much to say t
as officers and’ p011tlcal leaders, our area
World Wer II lay in the fact that we stﬁrte h preco”veptlono. The

whole investigation of Pearl Harbor shows b we had e preconception ag to

epan's weakness; so thet when all of thl material ceme in in the way of
intelligence, &s you read the reporis the Pearl Harbor investigation,
You can see taat the M™eily Intelllwenoo Gazette was regarded as rnews
sheets. When . they were read, they wers thrown awﬁvw~new ones locked for--
and they in turn trested as spot nevc. Therc wes established no pattern of
conduct or course of action from wh' i certain deflnlue inferences copuld
be drawn. Who is there to say that 1f thet had beern done, there would not
have been driven .out of the minds of "’L high command the preconception
that existed that Japan could not deo what she did do on December 7th?

het not only as a paoplc, but
t difficulty in the b@“lnnlng of
d L ’
hi‘ M
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Now, on the other hand, ir regrrd to Germany we hed & precenception
of the German might, .You gentlemen know very well how many of your brother
officers believed that becsuse of the German nachire it was impossible to
lick Germany. And in -addition to that, because of the belief in ‘the effic~
iency of totalitarian governments, everyone started with the conception
that Germany must have geered all her pecple and subordinated all economic
activity to the winning of the wer, thnt she was set for a long war and’
had her various elements all tied in to thet purpose..

Subsequent events znd the discovery of documents and the sirategic
bombing surveys have disclesed the foot thet she wag not set for a.long
war, ©She believed that it céuld be guicskly won by surprise and by the
use of blitz methods. Hitler believed thet it would not be a long wars
Accordingly, there was enly & gearing of the economic mechine to the
point where it would Ve necessary to cerry out a short war by speedy me-
thods. : - : ' o .

But we didn't know thot, so our decisions had beer made upon .fzlse
assumptions, And when this thing. sterted, economists sand your other schol-
ars who were brought in had to work under the dlfficultv of pulling thé cor-
rect from the incorrect reports, becsuse-2ll that we hed here wers mainly
reports by cconomic and politi l;writerk, olus some Bnglish 1ntclllvpnce
thet had been obtained from abrOFd. It: was only later, with the resultant
loss of time and the giving of effcert thet should have been done before '

(o1}
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there ever was a war, that there had been a correction made in these
particular factors,

As a2 result of that, it was helieved taat decision had to be made
on the est*mate of scholars who said "This is whet Germany ought to be able
to do." DRased upon those estimates 1%t wes aseumed that Germany in 1940
was meking & thousand planes & month when Britain was meking a bundred
planes a month. It was afterward discovered tast in truth and in fact

fNTr Y

Britain was making more plones & month at thrt pericd then Germony was.

Now, out of all thet there hed to be built up in this country the
various parts thet would contribute the machine of intelligence, Intelli-
gence from an econonic stendpoint had to be developed out of orzanizations
not only in G-2, CNI, and the Stnte Deportment, but in BIV, afterwerd
known as the Foreign Economic Administration, which had to do with the
enforcement of the blockade, with importe and-exports, =nd with preemptive
buying. It in itself was azn cpersting unit, which 1ndicated the growth
and development of our whole governmentsl mechine, Andé it had te heve
research people and scholars.

In addition to. that there was censorsiip, which is a misnomer

.
.Censorship really is = conirol of communicetion., Corsorship is ¢ means of

enforcing an economic blocksde, Censorsghip wes n‘olr, to do.a great many
dobs. It was the first to report the delivery by qz“nsrlpes by Japan of
rubber to Spain. It wes the first o unlock thot port: of the Gerwén es—
plonzgze machine in’ South America, prriticulsrly in Bra21l and in Cuha,
which was able to pass informstion on the londing of ships. ‘1t also was
very important in the control of foreign exchonge, and in getting infor-
metion .through its examination of business letters of what Gcrm?ny end her
agents were doing in regerd to vioclation of our freczing orders.

Farthermore, through operstin: very closely betwecn thac economists
of FEA and the economists of 0SS and so & up o group of sconomic ex-
perts, men who had experience in coxxt on abreoad, we were able to sexn
to Britain &% her request, for exo . v information on the power
plant in Athens. We were able to ¢ to Britain and to supwply ocur own

people with 21l the material that qp; been gathered together by the Alien

j Property Custodian on the doing of ° w»lne s and the kind of matoriasl that

had been gothered by the Mitsui and Mitsubishi peoples - Those kinds of

prachtical instences iilustrate what can be done if you cen get these units

in Government %o work together.

hroad technical accomplishments

Now, I suppose that there were three !
from the economic standpoint that wer¢ cepecislly impressive., They vers
these: first, the determination of $he German c<saalty list; second, the
development of a target system for bombing; and, third, the nb‘lit? finally
to ascertain the pin point targets in the oil i stallations of Germany,

You w1ll rame“ber that, for exrmple, there was a great controversy
between the British G-2 and the Americen G-2 on the Germen casualty list




Of course, thst list had a great bearing upon manpower, upon production,
and upon German ability in the field. rlnullv, under Dr, Mrson, our chief
economlst, there was doveloped a study of the newsps pers of Germany.

These newspapers were studied for this reason: that every German officer
wino died in battle hed an obltaﬁrg notice. That was not true, of course,
of the enlisted men, Imt by zathering all of these newsdapers and by pub-
ting them together 2nd working out the ratio, making the necessary correct-
lons throusgh the change of tlme and making a determination of the numbsr of
men phnt were killed ir, relation to officers, there was evolved an estimnte
bearing upon the number of casuzltica, which was finally accepted and
found to be pretty accurate. It was snccepted fina llv bv the G-2 of both
the British and ourselves.

In addition to that, I ought to speak of this: the determination of

the product*on of tanks, planes, and trucks by serial number snrlysis.
Every car that wes turped out by the Germans had a serial number on ite
They were worked up. by these economists that were put in the field., I

think it was the first time thet economists, yvoung end old, were put in
uniform and sent to tre field. They got this meterial as scon as it could
be obtained end examingd it for its serial number, With typical German pro-
cedure the seriszl numbers were always conebcatlve. There was no break in
them. So whew you foand thet oub, you hed o lerze part of the job done
right' there. At sny vete, vhether it was completely accurate or not, it
did furnish 2 point ¢f checking for whatever other informatlon cane 1n.

Yow, the next ¢hing was this: We were at work'w¢t certain of the
labor unions here and with the Lnber Deperinent trv1ng to get in contact
with labor union orgmnizations in Burope. The group with which we had
particularly good rasults wss the motor trenep vort corps of France. It
wzs in working with that group, which ¢ stltu ed zll of the members of the
transport workers! on the railresds, th‘t we were able to get informetion
that we could not in any, other way. You can. get from the conductor oh a’
French train informstion on the Prelmuv thet 1s on thet prrticular train
and the value that it would be to yoa if you had it when you were trying
%o determine the movcment of ;oods preceling D-Day.

But there is another phlse of. £M1s ta t I would like to talk to you
about. It bears on one of the tnlng&,tnwt I”sa id I thou;zt were important.

“Intelligence is also 1mbortan in the kind of men you get to do the
v

job. In Hemburg in 1933, thefe was a youns Jewish fellow named Walter Levy.

He wag in school there. VA demand was mrde thit all -showld. stand up and

"Heil Fitler." He refused to do it. - The mext day he 5o+ 1t of Hom Dur&
dies taere.

and got to England and resumed his st

‘ ' This man had a pecullar aptitude &5 # statistician and he took =s
his particular tarbvt-aoil. " He workcd there with the British and he did
.good work, He was able, by reading %iwpl” our Commerce reports, that were
mede available at the embassv 1n Brlt 1, hut womch dldn’t hewve general
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circulation, to find thet almost immediately after war was declared ¢
before we were in it, we were meking a series of squﬂonts of lubrlcattné
0il %o the neutral countries surrouncing Germany. He brought 'thet to the
attention of -the -British, and hy tHé use of the navicert control these
shipments were completely Dloc&ed. .

. Flnally Levy cuwe %o thlQ c! uptrv and wrote an article for Fortune rtune
‘on 011 . I read thrtfartlcl I 2aked the hesd of our econonic group teo bring
in-the ?uthor and '¥ee lf,ne had uome+h1 ﬁ for us., He ceme to us and we had
him specialize the dll‘s;taa ion and mede him our representative on the
Eneny Qil Com41t+ee :JLQh became a °u0001r1ttee of the Joint Inbelligence
Serv1ceo. I

Fow,. th-ou:b reading the Gern** newspepers ne
a Railway Gazette, lssued by The Wewi Jovernment. Th
published nmonthly % the rqulty rates on &omestic oil.
given to the. shipments. o .01l thét hed been made at h

Vow, ‘Waere coulé thet Germen G?"zf‘o e obtained? ound. b
gquiry*of our reores Gthtive in Switzerland there was & copy of,tnis'Gazette
sent periodicelly $6 - ‘the library there. These things avpeareds Ifirss, .
thet these rates were glways published r”out two months defore production
bogan°lscco d, tnew dluClOSGQ two vleces in Austria, two new oil fields,
where thﬂf rate: bplled-_ﬁnd third, t%rt 1n the autumn of 1942, special
rates were estab 1usned for shipment rom Baku., You can see what

that kind of information mean
tration of cur . subject "Bconomic
tained. '

W
S t zives a very practical illus-
e':lll“\nczf*“l and the wey it can de

es stimates of svn~
eral Schnell, who
oil roductlon.
pon items of 1n'or-
wtral press, shewed
récommen dutlons;
leading and the Levy

¥ow,,in addition, tln.n itish wero_
thetic Oll Drodh”tloﬂ upon steteme 7
had been acting for Hitler in charss
But the e“thnteb made by Levy and ki
metion not only from the German press
e different picture., As a result’ oﬁ'Lev
the report" on oil by Schnell were disresz

estimatss bosed upon thesé various itend

Later, iefter the memorsndum of the. conversttions that Hitler had with
various people.were found, a ﬂenorﬁﬁa 1 of the tallk between Speer and’ '
Hitler disclosed that at Speer! noe Schnell wds removed because of

the Anrcllablllty of the 1rformatlon tn he had prepared fopr Hitler.

of "our men escape from Forway

in Forw“v. That report coin-

2t had been made by our econo-

. -t WES S0 ClOSa that this ,
have risked my life in this -

¥ow, in eddition to that we hed
with a report on the actusl oil sitw
cided almost exmctly with the estimes
mists on what the oil situstion was th
fellow sald, "If I had known that, I woul

<

vay getting thie report out.!
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There is only one other item I would like to discuss, and theb is
the final selection of oil as a targets It illustrates whnt must be done
in order to determine such a question., Tirst of all, theres had to be an
analysis made of 21l the oil sources for Germony. In thet, this Gozotte
that I sooké of pleyed o very importeont part. There had to be a detormina-
tion of the synthetic position. There had to be fixed aud analyzed the
requirements of consumption both for civilinns and for the militory., Then
when this was pulled together, upon th: % could be hased o target systomne

Yow, all of this, gentlensn, when wo speak of economic intelligonce.
in the strateglc sense, emphosizes the immediate use thot must be made
of the information. You may speak of it ns something that is distinct,
but in o lerser strategic sease it is just like discussing one limd on the
whole body of intelligence, heeause, changing the metephor, a1l of these,
whether militsry or economic or technologicerl or whatever they are, are
simply channels entering into onc rescrvoir of intelligence. Unless we
set that into our hends, it is goinz to bhe pretty difficult for us to malke
sronch to the Kind of intellisoncs  that we must have in the modern

-

world;

That brings ne to this censider-tiont It has nlways socmed to me
thet intelligzence hes alwoys been ap Crplen Annie in the Services. There

has baon no recoenition of the faet st in ond of itself it is a pro-
fession, thet it hes its bhody of dnchriue hat it hos its particular
phoses thet must be undersbood and ite s that must be developed,

r

and that it hog its technigues witﬁmuu b tlQTP connot be a proper anas
lysis and evaluation of tho maberinl t i» 7 therods Wo have always ige
nered thst, ‘'so we had gone for over.o Hundred Ve £re w1uLout a repl systone

‘When the tinme canc that I fﬁlt tie tn*cqt of OSS ousht to be cut
and we oucht to cet oub, I recormended thet there had to e developed cor—
tein assets as braring wpon the in@elll' nee thet ousht to bo_conserved;
and thet that ought to bo put in an orsrnizasicn of peacedine in order to
prescrve the peacc, becouse it is o whole lot harder fto prevent wsr than
Tt is $0 weoe it. We see thet every dny. In order to do that, there
should be set up »-centrerl intelligenco ngemey with a civilian head. I%
should -report to the same official whother it he the President or the
Seerctary of Vational Defonse or the Acsistsnt President, thrt the Ser—
vices, the Army and the ¥avy, report to. Tiunt ought to bb done, becouse,
unless you have intelligence independont inmstead of being a hand-naiden,
you cannot et thet frecdom of schion or of thinking that is needed in
ordér tc have it of value. You fellows know very well thet the groet &
thing, whether it is in a militery orrnizntion or a politier 1 oroenize—
tionm, is thet if you subordinste the fiecld of intelligence to the fiold
of command it is alwsys destructive 7 ideas, ., The men must feel that he
¢sn be fro “4n nis tbou,hts. ' ' o

'I Te me1ber tn’t in order to. ﬂpt“T“lFL fnr nyself wha't repro sentative
I should send to the Intelligence Committec, I wont thero to observe. I
was brought up in the ides thot 1if you had judics on & guestion, if
.y . ) . . ) * R +- |
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one disasreed, he dlSSOLt@d and gave » yeanson for his dissent, ususlly.
Bub sitting on a committer, sentlener,. you Know very well that the
arent effort is to et unan ﬁity_of opinion, rnd in prder to zet that
you scnetimes heve fo subordinate what you really think, So ony intel-
ligenee unit, in order to be eoffective, nust be free. '

: An 2ddition to thet you must heve it contral, because if you have
it wherce there is » competin: »osition frr empire, dhen you will hevp
l1og rolling, each mon freling theat e nust stick with hie teams That

isn't conducive to the general woods '

4 . B

Intelligence also has to have an indcpendent bdudget. That huldaet
must ke controlled by Consress, beemuse stharwise you run the danger of a
department of that kind acquiring .n police set-up. Thet is likely to
hoppen where the intelligones servics hog arrvogsted %o itgelf or perliaps
had jranted to it by the execubive, wilico power. 4Any intelligonce scr—
vice should be deprived of the right to hawe any police function, cither
at home or abroad,

Now, whet 8o we “wve today? It is perfectly risht ond proper to
have an- afvisory council. Bub whot you heve is on intcllizence authority,
ond that is only a fency nems for a CJmmi%tna; and how crn & comnlttec
act as an executivel Tou can't do it, How often cen busy nen like the
Secretary -of State and the Socreteries of Wor and Favy ncet together and
determine upon the policy to be followed? Thet is somothing whers you
can't send in tho third of fourth tenm. The vorsity must be in therd all
the times  What you have-—nnd I am talizisn now absout o systen =

zbout individuals-—is something thet le seeninsly conforming to the
recommendsntions, =s I hove told the variwuﬁ gsecrefories, is phony nnd in~

sidinus, phony because it pretends tc be what 1% is not, 2nd insiliosus
baeceuse The same klrm of fellows and the somo kind of work n
together % keop these little hits of control in soprroté cou

Tou tnlk ahout o nmerger. Gentlonen, the first thins $o do is bo
merge the fesling hetween the Army =nd tho Nevy in orier £hnt th hey will
be on the level with esch nther in rirs informetion that they zet.
That sppliecs ts both scrvices. ' '

.

Furthernnre, if we are going ¥ have 8 proper dov elopnent en
svalustion of pur materisl, your evel.as T, must be with your oro—
curenment group. - You canl't have the duatins g"rnp in the Stste De-~
partment and thenAha#p Jour procure sroup. in other ﬂépnrvjonug '

My own recommendntion, gentlemon,
is to lesve undisturbed the intoellisonce fur ti nsg of a~2, O“I ani of
the State‘Dopa*tm@nt and all other ﬂoo.rtamuts of the Goverament, because
they need to develop thclr owm intellisonee for the sottleﬁ?nt »f thelr

daily opereti prohlems.  Bub on ﬁu\ strmtegic Llevel, on the lono-ronso
material, noceds to he seb up « moizetion that enn rathor LHo-
zother all of this meterial and supgl !

B it where it is found nccossary,
and in there should b buried your secret intelligence.
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How, there is an awful lot of Turk shout the nocessitv for cover-
iny Up your intelligence services. The only penple that you fool are nob
the intellizence services of other nrtions, becouse GVOLJ intelligence
service thet is worth ite snlt knows »hout the weaknesses of our system,
The only people thet are fooled sre surselves and our own panple.

2 In 274ition to thet whet is essentinl bo do is to keep in mind that
today the guestion that you have to snswer in time of war is no longer
where or why, but when. The only way you crn snswer that guestion Wihent !
is, by superior knowledge., We want to bhe sure thet inaddition to heing
our first line of defe NSE, intellizence is ant our last liné of defense.

GINIRAL MCKIFLTY:

A BTUDIENT:

.Genersal, at the heginning of the e¢surse.we had & study in onc of
the student committeecs of scientific and technical intellisecnces Wo
vere sbtrack by the faet thet in this werlﬂ" orgenizntion that gots the
informetion and evalumtes it, the prablem of woking the necessery dissomli-
nation to =1l thé different azencies is Just snge. We tried to figure
out channel-flows for tho 1nform.t1““. If you put it on 2 classified
hasis, it is almest impossihle %o get tho informetion out. I wonder if
you have any sugenstion a8 o what is the host syﬂtﬂl of ~ettins the in-
formation to Lvsryhhay vho needs 1t.

GENERAL DUMOV M
Ag I said in the “eginping, thet b0 ny nind is one of thc most
scrious problems. We gave o 1ot of attention to thet in the planning
thot we hed in Washington &s well as in ~ur many offices abroade Wo fine -
ally determired that iﬂ‘wns*necessarg to:put the informetion in various
CﬁtpﬁoriGSs Yot all would zet #2l1 fthe information. There is somd
ecial information that has to he rosorved for the Presidant, for the,
Jolnt Chicfs nf Staff, and others, which crunot he further disseninatede

The only thing thet we Aid thera--and it had to he done arbitrarily,
g hest wa kpaw'*nw—nw s tn out the informotion intn variosus ertegorioes,
indicating thet could be sent particuler information. As &
Point, and Jt+or we ﬂetorm1ned, thy » working with them, we know the
kind of thlnhs they were working on _the kind of infsrmetion they need-
ed, The liaison thaot you actually esto»lish is more important than the
chart you set up.

STUDENT:

What percentase of the data do youmt by direct nethods and what
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by other methods, such as clogk and dr:-er methods, in poace @nd wer?
GENERAL DONQVAN:

This is an arbitrary fisure. I would say thet prod ~ﬂly 85 percont
of the information that you set is tirouszh open channels, In ywlﬂt af
foet, that is why 1t is so important to work in pescetine ond have this
thing -set up, hecause, if war comes, thoso channels hecome closed. In
reality much o»f the materizl thet you rob by secret means during wer you
can usually get befare war by zoing throush an open door, It is only when
the door is closed that you oo over the treonson.

Tou snenk of cloak and deaaer methndsse  0F course I know +%ﬂt t%?+
i1s the popular way of thinking that thie thing is dove., But in
nost »f the informotion thet you ot is ~otten hy intellizent st
hy the clozk ond dagoer. It is not the dizzy Hlond thet dnes tlr
It is done by heving a lot of men working on speclsl items and
then 2ll together. I suppose in your owh experience you have faund thet
there is usunlly one prrticular, specific item thet illuninctes the whole
chain. There is just one little Hit ~f enrhon thet you.put in there thet
nokes it an,. o '

When we try to think in terms of porcentroe I would sive the answer
that I gave tn you in the besinning, I would soy it is not more thon 15
Jercent By the cloak- "wﬂ Aagmer neth d,  The troudle is thrt that 15 per—
. cont may be whot is hadly noeded, If I nay, I will iuét sive yow o YTittle
illustration of thet pu show- you how the thing works out. ; - '

I sooke of Levy as an exrmple nf sotting somesne and putting hin to
work, In Switzerland there was o mon in the German foreisn office who
first come tn the British @fferiﬁb Wie sorvices. Then he come to our

nen there., Dulles came :to me, and ter Le wxﬂlﬁlnoﬂ the situstion to me,
I sz2id we would take & chanco and wotc? and see what covclqgn\. What was
the resuls? Thet fmen was in the sec £ the Gorman fﬂ elom: cffice

where recelpt was had of all the rop nf a1l the ambassadors, of Germeny
from the various parts of the whrld, ZEvery weck or tcu'auys he would put
those reports in an ordinary envelope, pub it under his orm, come over to
Berne, and zo to a safe house at.a snfo & ses that we hod thoere and

leave tuuﬂ. Cf course, there was orost susoicinn of those roports hy our
People and also the British and 8ll cthers concerned, but they were finally
accepted as »f great velus. Ho is wnrkinj for the Government in Gornmany

at this moment.

A STUDINT:

Will you comment, General, on the vnluo and tho amount of inforna-
tion thet was nhteined between us and the Inglish, and also whether it
was feasible £or the two cruntries to work Julutly in cevaluating that
information, particularly in the seloction of the terpets?

3




GEVERAL DONOVAN: .

This thing must be horne in nind: The British were defan01nr their
own islani, They werc .in a very denjerous pnsition. They wers' very care-
ful of who should seb in and who should receive informetion. That wos

atusel, * They undertook to control any natisn thot operated with then.

‘One thing is true. These varisus intelligence nrgenizstions thot
they have abroad heve a kind of unin of their owne They won't deal with
the military of snsther nation. They rmust deal with someone of their cwn
kind. They werentt dealin® with any »f thosc others. They sought to in-
pose the seme kind . of conditions upon us thnt they were imposing upon
those covernments to whom they were lending money. They were refugee
governments. ‘

We said, "We are not a refugee yoverament. We aro soing to have in-
telligence in time, IT you are goingz %o shut us out of India, we are
zoing to zo over the transom, " If you are going to shut us out of Germony,
we will 2o in anyway." Finolly we had to have a show=down with thems Bub
we finnlly wom the right of recosnition, in estebliching and, having won it,
there was gond, straizht dealing acrass the hoard.

I think, however, thet the British wore at their hest on defense
neasures. For exemple, I suppose very fow »f the agents that came into
Enzland with their radics to roport heek to Germany sot throuzh. Iou
sec,. in this war, if you ceptured & mon with o radio set, you aidn't shoot
hime TYou tried Ho turn hin eround ond use hime The British were vory
gond at thost,. : :

On the affirmative side the British had lost & 1ot in the heginning
of the wer hy reason of tle copture of their poople in Holland, You re-
nember, Best and Stevens wereo the tws non whosm the German espionase lured
across the line inito Germany and kidnanped, OFf course, thrnugh their can-
“ture, the whole British system in central Burope was broken up. We had o
2o in on sur own and huild our own orzenisatiosne I suppose at the end of
the wer we had in Germany ahout 117 noonts, many of whom were Americans
of uerman origine Some of them were Gormon Social Democrets, who had heen
‘forced to flec, and, whom we had picked up years before and trained ond

"~ sent back.

A-STUDENT ¢ : l .

It seems bo me ome of the hig provlems of the war wos in cone
trolling'thé intelligence agencies oversons in the theaters of cperation.
AL theater conmander would have his nwn intcllisence, G-2, in the field af

economics. He would send .out his owun 3oople, The Joint Chiefs of Stef
would send out penple. G-2 and ONI would send owt peoples 0SS would send
out people. Sometines you wwul* have the Brltlsh and ot er zovernments
‘with their own peoples Would you givs us your ideas on the best way that
that can e controlled in the theatcr of operations?
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GENERAL DONOVAN:

-

I think the best way
nmander in full control.

Yeose to do

it is to have the
Of course, bhe way we worked

theater come

it in the ficld

with the thester commsnders wee $o ¢+ ot once and vy to have thot
theater commander designate either 1 chalef of steff or assisbond
chief of staff to he the one to whon culd report, It was very ims

portant to have fthem understand thot 314 have a new elenentd, vglch

was irrcsular werfar
that you hed in your

thet you coul
telligence serv

7

3 in

We never had any particular difficu
and the 7th Armies right from

the herinning.,

:the seme close condroal
aporations,

tv in iling with the Bth
We went to them and worked

out an arrangement as to wherc our revcrbs shn Also in working
in the middle of tho wor, particularly with C ) cderick, wo had
worked @at something that wes very effective. Then we also worked it oub
with the 12th Arny Group. ' '

It depends so muach on the personslity ~f the thea or commandaer, on
what his view is of intelligence, WthLP“ he renlly is 1 oking only for

control or whether he is

ind of fellow thet send.in

the right fellow, then you had
ret the man who knows his Job

like 21l thess thinecs

I don't think you

Lia

lm O.;&ll’lb

we

whn in
nostly a nat

’
corn

9y
i
aver lay “nwn &

I would like to nsk you a specif

for infnrantion,

propar

¢ guestion

It fepends also on the
If vou 13n't sond
irporient thing is to
“ﬁ to ho o ftonm player,
tor of porsonality and
ormula for th 't.

~ur wnrk.

atambaty
£
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on tho Ruasslan cconoi~

ic intellisonce system. In your opivinn arce thoy morf‘intereqtc‘ in the
foreign oovernment's econnmic sotentisl Ffor wer and how tﬁb;‘ ay hest
sehotage thet effort, or are.they mostly interested in ~otiting tecihno-
Jdosical and eccnomic inforration to 4 ave their hWn»@Cthmic wosition?
GENERALL DONCOVAN:

I think vhoy regnrd'both as parits o7 Leb ne
suzzost SDMOERLﬁ, hore, g .

. I think that for all of us thers should ho the reading of
the repord of the Royal Comrliission in Cenndae I ao tha$ tThing heo-
fore anythinsg had eome out ahout ity anl I was aﬂrtical:rly intorestod,
So I followed thet errly report on the trisls and what cane out in the
roport of the Conmission. That report cnswors th(t port of your question
that deals with sabotase, hecouse what you sce very clenrly is that they

are pursulns the samc kiand of thing rixht
unity that the Germens pursued--l1 spos
hand-—in the Ralkang 1“ofoxx their =

o

ony of dis~
heceuse I saw it firsd-

hers in the strat
this

ttack on nus 318
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As you see, they have sn apvrecimiion nf the fact thot in many
respects idoeoslosical warfare is more dancercus than shonting. I you
shoot ne, I an qlﬁ)ly lnot to this emantry, "ut if you as an eneny can
win me over to your side, nnt only hns fthis country lost o, hut the
other side hes sained a Wan. Sp 1t con Te a lot more effective than
shootinge - o -

“a }.u

Now, on the next part of your question, whether they are trying to
get 21l the effective data they can, that in itself is shown My the ox—
cellent report »~f the Oomm1031on in the fretwal presontations Thoy have
a particular intercel in the economic side »f wars They reensnizo the

nged of having all this materianl togethor,

' There is one great weaknoss with Russia which wo don't have, If we
can capltelize on it, it will be a 7937 thinge While they huild up

great stockpiles »f informetion, they lrck the evalunting nachinery. They
don't have the pesnle who can fully czprecisbe our 311r1tarl and ideolo:i-

cal reactions, We do have those penple, if wo know how to use them. Bab

we must learn to nake o distinctinn Motveon harmless ninority aroups and

those which are rzally our ensmics

*

Let me zive you an illustrations During the woer the British ond the
French said to me, "YTour srcat wenknoss is the pressnce in your -country
of all these nminority ~rorups. You can ™o onsily nenctreted By the enemye
I said, "Tog, hut we will show you thrt what you think ie r~ liahility is in
reality an assot."

We took men nf the racial ocrisin and of the lansunces of the countrics
that we were secking to Denctrate and used each man to his talonts Trose
who were prepared to oo in and work with resistonce sroups behind the lines
vere used for that purpose. Thoge hod the intelleéctunl capacity were
sent nn nther tasks, They were of tho greatest valuc tn us, That is why
I think we have the ¢, 1f we will »nly use it, that no sther country
hase

&lso in a country like Russis thers is lsnaer for us, hecouse 1f she
dnesn't evaluate corroetly the informrtiocrn that she gets, she may mis-
interpret somethings and resnrd it s ~ wezknoss thet is not really once I
think that that is a sreat woskness nf Russine

I think another weskrnoss in thelr intolligence service is their
belief in the use of mass, They geb rsrest nwibers of azenbs in the hope
that 20 percent will come through. Cur swn theory is thet it is bettoer o
get quality.

I think that is why you had he tLl wave intelligonce thot is always
fluid, that never hecones statice, thrt is nlwnys free., I think the kind
of service we had in the war “ﬂrticulﬁv¢y smphasizes certoin phases of
sught to look ot 1%

the service that sucht to be discarded, I
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