B CIO R RCR IR

ORGANIZATION FOR BCONOMIC WARFARE

16 May 1947
CONTENTS
Page

SPEAKER~Major General Russell L. Haxwell (Ret.), Vice~President,
- Lmerican lachine and Foundry Company « « o o o s o « o o o 1

GENERAL DISCUSSION & o + o o o o s oo o o o o s o s e oo ooooll

THE INDUSTRIAL COLLEGE OF THE ARMED FORCES
Washington, Ds Ce ’ .

~ BESTRIGTED




D FOHCES

pry
i

' THE AR

I
il

B0

THGE

s,

NDUSTRIAL COI

I

TH




..!;,

ERORIRILS

ORGANTZATION POR 3..(‘0}?10 uo vVAR‘L" F: o .

16 hay 1947

GENERAL McKINLEY: Gentlemen, this morning ‘we have with us Major
General Russell L. Maswell. General Maxwell is a graduate of the Us Se
Military hcademy, the Command and General 5% aff Schoel, the old Army
Industrial College, and the iArmy War College. He just claimed, on the
way over her he was one of the oldest living graduates of the

Industrial College.

In 1940, General laxwell was ndminlstrauor of Export Gortrol. In
1941 he was in charge of the U, S. Military Mission in Cairo. During
the early part of the war he was Commandcr of U. S. Forces in the Middle
Bagt and later lLssistant Chief of Staff, G-4. He was G4 when this
school was being put back togethor again after the war and was one ol
the stronvest influences in our Jeaalf. “We are very grateful for what
he did. ' ‘

At the present time General Maxwell is Vice-President of the
Amcrican dachine and Fo undry Companye This morning he will speak to
us on "Organization for Zeonomiec Warfare.® I take extreme plcasure in
welcoming back and introducing to you Major Gencral Haxwell. :

GENERAL MAXWELL: I thank-Gen@raL HeKinley for the very kind
jntroductlom, but 4in view of what has happened in the radio business
about viee—presidents, I thirik he ought to have said nothing aoout that
particular title. 4arcund my- headquarters T am "ir. Haxyelle®  When -
you come to wvisit me, you get-in il you romvmocr thate .o

Lbout a yoar ago I had the pleasure of addressing the students of
‘the College, and at that time discussed our experience with foreign

trade control during the mobilization for World Wer IT. On that oceasion
I oxpressed the conviction I had, that the peace of the world depends
upon successiul mepagenent of the cconomic conflict that’ underiies all

of our international relations. This morning I want to express the hope -
that the steps that are now being taken by our Covernment in th

at field
will bring ds nearer the goal of an enduring economic peace, both ab

home and abroad. OSo, you se¢ I am an opbimist.-

I believe you will agrec with me thgt duvirv the past year there
“has been a very marked growth in public intoerest in the various aspects
of our economic life. 4is an. example of thlo growth of interest, I offer
the specific case of lMr. Nathan's p?@noscd )5—Punt wage increase withoud
any price increase and the uproar of argument that followad his statement. .
Perhaps we might conclude from this that an economically unsound
statement will not go unchallengeds '




“to heal cur economic wounds, the souwndaess of bls vie

1,

Ort the cther hand, when Mr. Baruch suggests d th
basic forty-hour work-woek to a forty—fouwr hour: work-

without question.

In the foreign field, the repsated admonition of our Seeretary of
Commerce, lre Har"1man, that if we intend to expand, or éeven muLntnwu,
our current rate of exports we must develop an equivelent rate of imports
has done much to clear up the mystery of foreign trade in the minds of
many peonle. ‘ ' ‘

and, at the same tlme, express the hopp thut th¢b 1nter t in coonorn
affairs will continuc to grow until that pﬂcqt arbiter of destinic

public opinion, will be as effective in the economic ficid.as it now is
in other fields. -

~ But these matters I have mentioned by way of an introduction have
to do with economic pcace and my subject is econcmic war, and the -
organi.zdtion necessary For the cendub of economic war, & subjoct that

has been in ny mind very definitely cever since I was first confronted
with the responsibility for certain aspochs of the ¢conomic war, which

was declared on the second of July 1940 when President ficosovelt signed
the Bxport Control Ach.

L am very frank in saying that th Cas fdmindstrator of
Bxport Control, I did not renlize what stbing into. Tho detail
came out of the clear siy, without Mxyxuxdin; whatsoever to me. In the
bewildering days that ?nlloJed, I cane to the College, then call
Lrmy Indusbr“ul Collede, and apked for helps I needed assistance
the mattor of planning the bequ of econowic warfare.

I am very happy to “owo"+ that the College responded. in a

wholehearted fashion, ﬁftu a comprehonsive sbudy by a cormittee of
the College on the relation of EXT or% coutmol to ceonomic warfare,  the

Commandant, Colonel Miles, agre sed to the transfer of the ewbryo of .
economic warfare plahning from the Col lcge to the HExport Contrel Office.
If I have aroused your curiosity in the committee study or its choirmar
you have him with you in the person of Celonel Clcbaughe S0 I am sure
he can help you fxnd tho ruport in the files, if you have ccecasion to
consult thb,. ‘

‘UDOﬁ confirmation of the agreement by an exchange of notes with the
Sgcvctary of Wer, lr. Stimson, esarly in 1941, we set up & unit in the
Export Control Office, under the innocuous name of the Projscts uect¢un,
to undertake this task of cconomic warfare plenning. M. Thomas Fewes,
a civilian with a background of experience in high civilian posts in |
the Government in Washingston, became chief of the section. He suppiled
the encergy and the enthusiasm that was necessary te get the tangible .
results thet he got in a very short time. ‘ : '

nggg %:jjiggizf U Ezrj




< In garly" 1941, the tine that we gct up the Proapots uéction‘and -
Mr. Hewed began his work, we wore very definitely handicappsd by -ad
general lack of understanding of the neeessity 9r giving economic™
warfare the recognition it deserved, and to having it considered as.
equal in importance to militery and political warfare. In fact, thi
ldagk of undorsitanding or ppr301atlon of the importance of cconcumic ww“:
~warfare made it inadvisable to call public attentien to the fact thaty
io* all practical purposes, dcclared economic warfare bogan on the
scceond of JulJ 1940, when the ‘President signed the Export Control Acte
E ren today, in spite of our World War II expericnce, when we indulge in
a discussion of our lack of preparedness for war, we arc more than llkelj
bo do s0 in torms of military warfare and omit any-reference to ceonomic
warfarcs a ' ' oo
If we examine the state of prpparedno ss for economic warfare in
early 1940, we find three notable deficieonciecst No adeguate legal
authoritys nothing bubt a nebulous plan; no trained organizatiocn to conduct
such operations as might be décided upon, '

In the Export Control Administration, where we were trying to get
“underway, we were consgciocus atb all times of the fear on the part of other
executive agencies that we might infririge their vested inter ests. Phat

fesr was a definite obstacle to our Progra. )

Opposition to our efforts wous uoth passive aﬁd active ond we were
dencunced by the whispering squads as "empire-—builders." At times the
situation became sufficiently tense to attract the attention of the
presse I vecall an interview in which one press representative, on a
hunt for a sensational story, began an interview with this questicn:
“"Why, in your positicn you can tell any Cabinet officer to go to hell,
can't you?" I admit I was a bit evasive when T replied, "Up to date I
have had no-cccasion tc tell any'éébihet officer to go to hell, for two
obvious reascns: First, he wonldn't go; and, sccond, I would never
have a chance to use the same tactics a second tine."  (Laughter) I
cite this, not to be facetiocus, but as an indication of the atmcsphere
in which we were working in the summer of 1940, :

Another incident Sberd to p(lnt up the fgllure*uo adrit Lhat we
were actually engaged in economic warfar&., Ddrlhm a visit o Washington,
our Military Attachc in London, General Lee, suggested it would be
helpful to. our program to have leonpl'Glﬁbaugh who -was +thon .in our
. organlzatlnn, return to London with ! lm end observe the activities and
operations of the British Ministry of Beonomic- Warfare, which had been
in operation for a considerable perlod of time., o ’

I will not tell the sordid story of the difficulties which we
encountered in completing arrangements for Clabaugh's trip to Lendon,
except to say we fznally managed to smuggle him into the Embassy at

London in the disguise of an Assis tant m*lltary At acn@ Wluh special
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T ,ut“V“ and active hclp,

.

1nstruc+1ons, where, with Gencral Lee's.

E
Clabangh, who, as you all know is somewnat of a diplomat in nis own
right, accomplished'his mission.

¥

In other words, we were still unable, after some eight or nine )
moniths of actual conduct of economic warfare, to come out and admit to
the world that we were so engaged. In this particular case of gebting
an Observer to London, we benefited by a fortunate chain of circistances
rather than from a definite oreparcu plane.

It would be very wnfair if I were to give you the impression that
the Bxport Control Uffice got notblng but opposition in all of itS‘WO“k
becausc such was not the case. But L do not believe it is necessary t
tell someone starting out on.a motor trip to the west coast whore he is
going to find the best roads, bub rather to. warn him against the detours
he may find if' he takes a particular routc.

There are many instances of wholchearted cooperation on the part of
various agencies, -an outstanding one being the action of the Under
Secretary of Commerce, Wayne Chatficld Laylor, who oven went so far as
to meke space for our main offices in the Department of Commerce building.
Anyone who participated in the battle for office space in Washington in
late 1940 or early 1941 will agree that that was a very great piece of
colleboration-on Mr. Taylor's parte

It might bs worth~while to review at this partiJuEar time tbo
several forms thet economic warfare may assumc. The & 11 est forw, in
our experience, we called Yconservation." Our sar ;Gmt 638 releases

Oile S
from the White Housc, announcing the stops that were bei nﬂ taken to set
up the Bxport Control Officesy as well as our first proclamaticn,
regulations, and so on, brought oub the fact that the pelicy, or the
underlying reason, for what we were doiug wos Veonservation.” In other
words, we were going to deny exports in qrder to hold on to what we had
at that time bectuse we needed, for our own economy, the items thut were
being -put under controle

Now about all that is needed for this form of scoremic warfare is

a licensing system. & good example of the conscrvation type of action
was the retention of machine tools that were necded to build up our own
industry in 1940. Those of you who were concernsd with the probloms of
mobilizing our industry i 1940 know that neither the Army nor the Lavy
had had any great amcunt of moncy with which to ol up thuir oWn
establishments or to advance neney to industry to tool up for the heavy
 prograns- that we were sure were in nrospect. On the other hand, foreign
buyers had come into cwr morkeb in a big way. So the Tirst major itenm
to be put under control in .040, within a few days after our office

was set up, was machine tooly »

From Mconservation" it is =n easy step to, what we czme to call,
"transfusione” That is simply shoring what we had with friends whose




needs were admitted to be much greater than eur own at that particular
times. The supply of arms cnd smmunition to the BrLtmsu following
Dunkirk will always stand out as one of the great nistorical exanpleos
of "transfusion," '

"Strangulat‘on," the opposite of t”ﬂns xSLJH, neens denial of
exports as a meahs of showing disapproval of a country's activities and
intentions. Again we may use the example of withholding machine tools

rom the Soviet Government up to the time that Hitler launched his
attack on the Soviets on the 22nd of June 19413 then we immediately
changaed our ta ctics from "strangulation® to "transfusion" and I onm sure
that history will show that once we started——shall I use the slang
term?—ve "went all ont.U We cven supplied tools to the Scviets at the
expense of our own industry, as meny of you know.

The feourth and most violent form of economic warfarc I shall call |
"Emasculation.” The best examples of this form are the seizure of alien
property and the rgpawﬂtlonu progreams that are now in effect in several’
araas -of the world.

In general, we may say thdt "CC(n:m“C war? differs from Meconomic
peace" and is being waged w IﬂCUvar we depart from the accepted normal
practices of foreign t ado. or example, we deny exports, even if such
denials ruin our export markct and uu“klupt cur foreign itraders.

We encourage & ﬁd,wlL ngcessary
It
T

force CADOfD” whother there. are
any compensating imports or not. b

2
he best example of that is lend-leased

We impert those things, especially strategic materials, which we
require without regard to the cost and without any compensating exportss

‘We enter foreign marhauu and buy up certain commodities, to prevent
unfr1endlv nations from buying t}em, thhowt reg ard to our own needs
for them.

We complle "Black Lists" and use them to deny exports to indi Vlduals
and firms as well as countries, to. hamper the economic operations of
unfriendly countries.

Wle frecze funds and block currencics.

.

Wle establish blockades on land, sea and in the air.

We consor mail and intercept other forms of communication to control
the flow of technical information, even to the extent of denying ﬂbVLWrn+.
of individuals who possess technical knowledge.

Whatever the form or degree of economic warfarc, our objoctives
should be clearly defindd and our operations constantly and carcfully
checked o insure that what is being done and plur »d is consistent with
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approved objectives and actually moving us toward thedir accomplishment.
Now I cannot overemphasize the jmporbance of that check.. o

The support of business and industry and the peoplc of the country,
generally, must be enlisted and the necessity for cach sted understood

and accepted because ceonomic
any more than can 1111tarv or

T

pol

rcnmﬂLmW%mdwmeLSthmmwt
itical war,

In point of time, economic war may procede, be concurrent with, or
follow nllloarr-or polltlcu1 war, and at all times there must be complete
coordination of the total war effort. ' '

Before going into 2 broaldown of mnan I concedve to be the bagic
organizaticn necessary for céonomic warfare, I would like to point outb

that, as I understand the his

tory

>£ our cuuvtry, the United States does

not stert wars. wWe de not ucck'wnr. We do evorything possible to avoid

wars Bubt we, snmchow, alwa;
kinds, and when we do 1 hol

i
o
]
3

com to get mixed up in wars of variocus

mve that it is the V"LW‘Uf the peop] oi the

United States that we win, and win as promptly as we can. If I am correct
P} I o
in my conclusion then we should do ovnrgthlng we can dn advence to prepars

oursclves for the effective sonduct of

othcr forms o; WAY o

wa as to the' iowm of org

oo

gconomic war' as well as the

ization required to conduct Yeconemic

warfare," I do not know what vour studies here ot the Ccllege have

developed during your past ye

fasitioned and oub of date when I offor my f

v !

s work, so L mey be somewhat olde
55 conclusion about

Corganizaticn. That conclusion is that there is po wxisting sinpgle agency
equipped today to control, direct and conduct econcomic warfara ¢huu7d
such warfare be thrust upon use

«a-number of executive departm

" contributicns in the form of

*rGCOmmend&tions. Hut unless

has takeh place during the no
much to expect auy one of the

and execute a huQIJlC program of "econom

If we admit'th > merit of
the Armed Forces for ufFuﬂhwv
reasoning applies to sconomlic

there are many more uuvar%uun

warfarc.

I would like to say o
= e suugcct of ‘the program iu
cam net making cre nowe But,
and thc,oppo.uunﬁulx

v‘»—‘
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.
T
[SRY

(2

(v

th

&5

s}

It is, of @oarso, obvicus that there are
well qualified to make substmnfLM¢
ividuals, information and poliey.
gthing of a very gvojut¢\nan'chlrect
year, I bolieve 1t would be zsking too-
igting executive departments to formulate
o warfarc."

¢ current vffﬁrp'fQT'thcva
conduct of military Wafleu, .
arfare to an aven greater deg 4 DECANSE
involved than in the casc o; 1] WLtary

enthetically I have never made any talks on

row

fro

nification of the Armgd Porces, uﬂd I
BNy *ears of service. in Waghingbon, -

s I have been ps;V}l ad to hLVn to cbserve the

functioning of our cxecutive deparitments, Jotn parnenent and lemporary,
1 sven quostion Lna uss of Vabaington as the lecation for “bhe . "Grand.

He adquarters of ucnnom1c Warys

SN cry

I would offer New Lowk, for - Lx;mple,

BTED



2s a more logical location becauss it has certain "vious ~dvantagas and
likes to th;nk of itsclf as thoe cconomic capital o 1Lu Unlved State
end perhaps of the world. :
The first requirement for this "deonomic farfarc Greng Headguarters"
is a head. For want of & better title, I will call him "The Administrator
of Beoncmic Warfare," rcalizing that *bo name is quite immaterial., I
wenld then give him a "Policy Committew," which would provide him with
an agency adviscry in character,. to kae available te him the views of

the several Federal agencies, both pormanent and temporary, that have a
continuing intérost in his plans, his programs, his proce edurcs, and his
practices. Through such a dovice cach agency would have an opporbunity

to exert o proper influcnce on econoumic warfare operations Abllu, at the
same time, responsibility would rest squarely on the shoulders of "the
Administrator," whese cnly supcricr would be the President.

Incidentally, 1 thini if the admanlstratlnn was ifotated in New York it
would be much easicr for him to do all that he would have to do than it
would be if he were located hore in Woshington. Within his headguarters,

3

the Administrator would have a normal ndnaoement nrganization to cover
the areas of personnel, intelligonce, planning and operations.

I will speak of the personnel de Dart ent firste Bocouse of the

ed sources from which his porscnnel would have to ne recruited, he
woaid immediately have to crganize sowce tr vindng unit to eridnt new
arrivals and preparec them for the performence of spscific assignmonitse :
This same training unlt would be of great value for re~training individuals
when transfe srs were found necessary. e

I do not believe I can put too much cmphasis on the importencce of
selection and as gignnont of pcrsonp‘l boceuse the pressure cf patronage
begins to function very carly in the life of any new organization,
particularly if it is lccated in -Waghington, and it takes 1littic
imagination to sce how easily the most able administrator could be
defeated by being forced ‘to take inte his organization all of the friends
of his fricnds and thair friends who, for .some reason (qu1tu agide from
their gualifications for the work th\y are to do) noed to be taken care
of in the early stages of such.an organizailon. :

In the field of iﬁtelligcnce, the need Tor information in usable
form is of the ubmost importance.. fronm cur bWerld wor II @xpérience in
Export Centrol, it stands cub cleoarly that we were cver in nced of
intgiligence on commodities, countries, and the businoss histery of
firms and individusls,. Much &f that information exists in the files
of the permanent depa tmrnus wnd soeon hulids up in tumporary departments
and agencies. But to get tho informaticn in the form you can use it is

something you cannot lo& to anyone outside of your owmh headquarters.




Another important duty ¢f the Intslligence Prn?rtmant is
compilation of the "Black List" and tho digest of cnermy inf ‘
whatever scurce it is received. 4nd ancther very ipsvrtant uutg is
effective liaison w1th other intelligence agencies. :

£

The Pi‘nmzng Department must prepurﬂ and promulgate plans for current
cand future operations and .curefully evoluate the success of cperaticns in
. every respocte o R ‘

The Operations Department would be- charg@d'ﬁith the actual control
or operaticn, if direct operation were deeided upon as nocessary, of
liconsing systems, both for imports and exports; the movement of shiy

restrictions on the use of credits and funds} snazuro and menpagement of
alien property and persons. : ' ' -

'Thé;Op@r&tions,Dopartment“wuuld also control dny branch offices .
that might be established at home oy abroad. Such »ffices weuld be

headed by Dircctors who would collaborate with, but be indepsndent from
the contrsl of cur.diplomatic ru;wusan;atjv 5 jn +hu arces in owhich they
oparate.., - I

is not said because of any preju dwcn agoinst d“plcmﬁti

latives. They have their funciions to DCTL(T” in the areas

miad to thems. Bubt my concept of an ,uﬁd“me ;

that 1t would norx:ljj‘includ a nusber of Lh
amtple, we might toke the Middle Dast, with 1¢h I wag watw fapiliar

during 1941-19243. There were aboub sixteen political subdivisions In

the area that became known as theﬁ.ddibxd°t. Both the British and

oursclves found it nccessary, for econcmic warfare cperations, te have

a grouping of the politicel subdivisions of that vast ﬁufrltOTy, which

is much greater in extent thon Continental United States into one cconomic

areay whereas swr very able Minister in Coire, Mr. sloxander Kirk was

ageredited to only two of thoe gixteen, Bgypt and Saudl Arabla. So that

to undertake to cocrdinate or monago cconomic warfare operations through

the small political units, using as our agents our ambassadors and

ministers, would be hupbl@ﬁs and futile. ‘

aree of ope ut¢on
lomatin arcaes.  Ior

There 1s another reascn why I do not believe in trrJng to use the
politicel organization end in giving this explanaticn I must be very
frank and call atténtion to the expericnce of twe of our missions that
went out in 1941. As you all know, if you have looksd into the history
of missicns and the experiences of the missionaries, Genoral John
Magruder teok a mission to China. I would suggest, if ydu are sufficiently
interested, that you get from the files and rcad his dircetive, as I did
in 1940 when I began to u“gaan the mission to the Middle Taste In my
opinicn, Goneral Magrude was defeated boefore he ever left Timshingheon.

He: Cculd net possibly qu<NPlLSh his mission bocause of the v“a rate
snarl of relationships between him, his missicn, and the diplo
agencies with which he was going to deal when he reached his 2rcede

4
4 enen
x..'))
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We .tried to beneflt from his exper;eﬂc@s, although his directive
antedatalours only & month or so and when kir, Stimson finally °1xned.
the directive .under which I moved out, it contained only one briel
paragraph pertaining to. the subject of relationship with diplomatic
agencies. It said in substance, "You will keep the diplomatic repreo- -
‘sentatives in your area informed of your activities and operationsg to
the extent you deem necessary" which, I belicved was the proper kind of
a directive. It worked very well perhaps because we were fortunazte in
having an exceptionally able, intelligent senior diplomatic representatlve
in the person of Mr. Kirk in Cairo., I showsd him that dircctive the day
after I arrived in Cairo and then I took occasion at least once a day,
or on the average of once a day, thereafter throughout the sixteen
months of our service together, to keep him informed of our operations
"o the extent we deemed necessory." I believe he was always satisiied.
There were certain things he had to know about our operations and there
‘were other things he did not want to know about our operations. Vo had
a very good understanding on that Lucgect.

Another point on this question of overseas arsas of operations If
it becomes necessary to pass from “economic war' to actusl "military
war," then the dreéas set up for control of Meconomic warfare operations®
must be sdjusted so that the bounderics of the military *hvafors and
the economic areas are the same. When a miiitary theater of operations
is ostablished the Director of Econcmic Warfare in the ares should
become the subordinate of the militery theatcr commander, becouse the
thester charter is drawn on broad lines and it is nocessary to closely
coordinate the activities of 211 the types of warfarz in a wmilitary
theater of operation.

I am not open to argument on that subject, having been both an
economic mission head and wilitary comander, I am convinced that no
cther system will work becausc it is dmpossible for a militory theater
commander to function clffectively and efficicntly without control of
all of the war agencies within bhis thcater. Under such circumstances,
the Dircetor of Beonomic Warfare in e military theater would have the
benefit of Staff guidance from the administrator of the home officey
whether it is Waghingten or New York ox Kmnsas City.

An imporitant part of the Omg¢ut10ns Departuent would be what we

called the Clearance Committee, which provides an opcrating contact
w1th interested Federal agencies,. We found that that was nsocssary in
Export Control even after consideration of pelicies and procedures by
the Policy Committee at the top level, where assistant secretaries of
departments and people of equivalent rank met once a week to clear
matters of policy, the day-to-day operations had to be cleared through
a group of liaison officers whe could commlt their departments on
specific actions that were being tuken in the exccution of our programse

Another segment of tho Operations Depariment would be a requisitioning
“unit to perform the function of requisitloning and providing compensation
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I

ﬁper&orwed by m@mbcrs of tha admmnlstrator E U“r““ﬂu] staffs Whaﬁ I
‘have endeavored to.cutline is a concept of a small, compact office,
which would keep itself down to a.minimum in size; which w01¢d utilize
the existing agencies, to the limit of their cwpaczty, to perforn
~functions closely ellied to or related to thair-nurmal peabe functions,
L

But I want to emphasize again that the primary job of “bhe ”rga wizaation
I have been talking about 15 to conduct "economic war," whercas the
established agencies of the Government are engaged in the functions "nd
duties essentlal to the maintensnce of economic peace, and, thersio
not necesgarily well qualificd to conduct oconcr&c WEY'e '

4 also ws t I understan
it today. While L .07 I anm capable
of adjusting to whate cvolution takes ‘pléce as we gain oxporilence in
p1QV1ng the role in Wthh pO“”OGglﬁn of our vast cconomic power has cash

us, Who ar I to say that within the next few months we may
individual or an apency emerge which would yrov1db the ideal mansgement
for economic war should we be so wnfortunate as to have to engage in

- that expensive opeyation?

i—t

Tn

In conclusion Dwould Jike to say that it is a
satisfaction to me, a veteran of ond pericd of econ
that the study of the preblem cccupies an important p 3 ‘
progran at the Ccllege, 1L wish yauxxﬂl, end I am &ﬂﬁwd it that what
you do will meke the task of future managers

ol econcmic wariare much
easier than curs was in 1940 and 1041, ' - '

GENERAL McHINLEY: Are there any questions anycne would like to ask?

A STUDENT OFFICER: - General Maxwell, 1t oceurs to me that in your
analysils of a possible organizabion for planning econcric nMrPuro you
would have to have very close liaison with the crganization s

a4 M ..k L o
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shooting war q.arted; otherwise} one ﬂ?@d?ihﬁtiﬂm
negate the plans of the othera
Would you care to comment on that, sir?
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GENERAL MAXWELL: Siell, L quite sgree with what you have saide

.
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One of ~the first things we did in Bypnrt Control was to get an
agreement with the Sceretary of War and the Scoretary of the Navy that
my contact with the fwo depes rtmcntu, as Admznlstrac~’ of IZoport Control,
would be with the -Army and Navy lunitions Board, as it existod at that
times So we never dealt.with the War Dcpurnment and the Navy Department
dircetly. We doalt through the Army and Mavy Munitions Becard and,
therefore, keopt not only our planning but our current operations cownlctolj
coordinated with what was going on in the Army and Navy Munitions Board,
in the same way, as I mentioned, I went tc the Industrial College as ths
source of knowledge on thc problcm with which I suddenly found myself
crrfro ytede

Sc I believe it is very impertant that ths College herc should
study that subject because if you do not study it, nobody clse wille

A STUDENT OFFICER: Coneral Waxwell, did you control exports through
bho Army and Navy Munitions Board during this period 1940 o 19417

GENBERAL MAXWELL: DNo.

A STUDENT GFFICER: In obher words, did the ANMB make the final
decision as to what should go %o Bngland or France, or did your office
make it7 : ' ' '

CENERAL WAXWELL: The ANMB gave us the benefit of its advice as 1o
what was needed at home, or how desperately it might be needed. Oo it
was, shall we say, party to the actions that we tooks but the decision

ested elsewheres

The Board was not the only ageacy tkat ad‘a lot to say about what it
thought ought to be done. It was very dlff'cui* at times 1o keep
everybody's mind clear on the subjucte. That responsibility rested on
the President and he had, as long as I was on the job, delegated the
responsibility to me. In fact, there were several appeals which did not
stick, I am happy to say. '

A STUDENT OFFICER: MNet an inconsiderable group of people hold the
opinion that the American businessman hes been very vislonary in his
;own,llutle backyard so far as his own pro UCU is. concerneds

Now in your contacts vlth ouSJnﬁﬁsmcm uodaVPHVDU move around-—have
you seen any hopeful signs of our dmerican businessmen taking cognizance
of their responsibility and position on the team when we start economic
warfare, rather than thot old story of "I will take what is mine and let
the rest scramble for the scraps?!

GENFRAL MAXWEIL: ‘ell, from my ]Lm;tvm opportunity to observe, I
do not believe that New Ydr?—~un AL we accept that as a representative
group of businessmen?--has the slightest thought on the subject of what




.

e would do or would npt dos. They are so busy PonﬂucflL what woe shall
soy is the domestic ceonomic. sarfarc that they have vory Iittie time to

think about this othdr field,

Thie is onc of the things I had in mind when I sugs
of New York as the possible lecation of the Grand Headgua rtcrs of
economic warfere we might begin to get them to think a 1itﬁle kit
what they ”ould do under given circumsbances. But they are e rathe
hard-boilod, ruthless bunch. You cannot just by utnlnb a little
in the paper, change their minds on any subjects 1 think thoy are
primarily concerned; at the moment, with their LWN corpany problems and
domastic probléms and the general atbitude towerd foreign trade is nob
very different from what it used to bo, which was primarily M“oxport
teke your profit on this shipment and to heil with the future."

_4'-'\
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Now 1 1LKm to believe tnﬁt there 48 a youn
them veterens of the fxport Control Administrabicn, who have a 1ittle
difforent view; bub they are very ruch in the minority. They are not
sctually in control at the prosent tiue.

e gcneration, some of

Lnybody sctting up to manage econemlc werfore would be confronted

‘Nlth the sane series of obstacles and uroLLoms with whicl we wer

type of organi

confronteds L would not wont to minimize size of those ohstacles
in anyone's mind by anything I have saide WV only hope is thad the
public interest in the subject will Cuﬂbmﬂhﬂ to grow, and L think there

is evidence every day that that interest Is growlng. Pick up any :
‘néwspaper and you will sze one or two ariticles on un3“ subjeet, whereas
seven years ago noJodV‘C““cd, noaody sald anything I enybody said

anything, nobody took any exception to it b@c“usc h@y did not care.
Tth are 1wuwrustod NG e : :

,JR Gcn“"aj
of 1nuerajiv do you !
nas been CclLud, is an vpen ds T

o Dootr

warfore

ﬁAXﬁELL: I think jb was intended to bee Buﬁ, remenoer
and today . id the 16th of Mzy. I should say
ar has enduu up as &G sgirmisn.

GENERAL |
that was tho 1eth of kareh
what started cut to bo o

CAPTATN ROWT ‘TI s USN: I A nihk there whs
latter part of your -discussion th 2D juV 1V\1
administrator of this, shell we say werfare o
this doctrine js carrisd vute. We are all ama

loan, as it may be called, is only & stariter. de nuvc -umu'

soon 1T
5~¢UTkluh

Fronece coming olong soon which mey double that. Then thore is Lhe
Kerean situations al a recent dLSGUSSiUH about Italy.
1d be such an adaxinistrator urpu1rtbd Tor thai

Do you feel theres cou
n

zation in, what we call, peacctims?




GFIERAL MAXWELL' I feel that the oca+te%ed oonurol +hat exis ts

today in the several deportments should co ntinuve, and §ill continue,
until probably long beyond the time when the ﬂe“G“SltV wor ‘a-single head
is apparent.

There will be a great ldg in setting it up. It will have o .
proven many times overe. So far as I know, today the President Las no
contingent fund from which he could allet the necessary dollars and cents
to set up such an organization, even 1f he:had the ideas L1 do not know
whpthcr he has or not. S
bo T feel we ere not going o havc 1t, no mdtter how ba dly we might
oed ite

CAPTAIN ROWIEY, USN: 1Is not secatie vcd control, in Jour op1p¢on,
going tc be effective, sir? .

GENZRAL MAXWELL: No. : ‘ \

GENERAL thIVLEV‘ Is not an administrator of this program to be
éppointed? I heard something on the radio about that. They would not

say who it ?aa, but somebody was being consid -red. I do not- know what -
the background was.’ S

- GENERAL MAXWELL: T really do not know. I have not been consulted,
so I.do not know. But I would gucss—I am just guessi without any
knowledge——that thore would be an adminisirator for Gronee, znother one
for Turkey. In other words, they will follow the diplomatic petbtern
and the operations will be gunerdlﬁj directed by the Departmont of
‘Ecqnomlc Affairs in the Deopartment Oi‘su&uﬁo 1%*4 wouLﬂ bu'L¢ Qu S8

¢ll thot %cumds very logicals

; : E You spoke about Simnliciﬁy'in ingtructions dn
setting up o misslon, as quoted by +that direcctive. Yeb, during the last
war, in gobtil the foroign ocenomic mattcrs «ll under one head, thore
was prob bly uﬂrLG, at least thfcu, years of friction be o the various
organilzations a¢ compllohwna these many functions——Commerce, Treasury and
State uublrtﬁﬁpbuo . TR »

821

It was not util 1943¢ thh ;
‘agrponmnt Kt clleged & . elele ¢ and the
Secretary oi State. I w tand hat thal was uzto HULPJL(d in
character, but it at loast “Lﬂﬁvcd, or was alleged to have vemoved, all
of the Lr*CLJon. " ‘ '

o e

I was WDLQOWlﬂ” if you would co mment on bh” suUgPes t10113ty or the

foaojbjalmu of haviug this administra po*, vhe would bo appointed -

1mmed1at&l coordinate Wiuﬂ tho otate Dopartment, as one of his first
2 >
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actions, in order to get a clear line of delineation as to respective
functions in the various arcas concerncd.

, GENERAL MAXWELL: I might mention——and I think you will find in
the historical records of the operations of the Zxport Control Officem-—
a series of what we called Wreaties" with the varicus Hxecutive departmentd:
and later the other agencicse Those treatics attempted to set forth our

mutual interests and TOSUOHSJbtlitleS.

Take State, for instance. 4s I racull, it was a much longe:x
document than any of the- cthers, signed by lr. Hull end myselfs. I had
about, I might say, two weeks to gel zoing before the bill, which was
thon in Congress, became a law,.

As I remember it, Seeretary Hull gsve me five points of cdntact
with the State Department, which was “]1 right for mece It was rather
embarrassing to the State Department I tpLN», because 1 natursily selected
the one of the five that I thought was most favoroble bo the plan 1 had in
mind at the time. So it was not a very effective agreement from thelr

y 43

point of view and was not uluogothor sa ulufactory'from my cwn point of view

=t

We had sinillar agreements with some of the othor departinenbts-——
Treasury and Commercey then with Mre Stetbtinius, who had the cerlier
version of the Wer Production Boerde &8 new agoncies came along, we
invited them to sit on our Policy Committee and to sign a >zp3v. licll,
papers are just as good as the use you meke of theme They were a
useful to have because you might have te .gebd them cub bto make & peint in
some arguments ' '

So T agree with you that the first thing the aduinistrator, which I
have oublined, must do when he tekes office, is te arrenge his "treaties"
~and set up his Policy Commitbec for contacth with the other a
That is the only way 1 can sec thet he could aveld the interlorence
that would ecome through fear on the part of these other ngﬁ01bs, that
this upstart was 01ng to bulld an cmpire and destroy theirs. So it
is very 1rportant.

azEnclass s

GENERAL McKINIEY: I notice you. sal

A STUDENT OFFICER: T have

ancther to ask in
conneetion with your propesed organizat with the

n evaﬂdahing scctlan in your

Intelligonce Sectlone.  Would that be just
SNCl 10S in ;'tl'.u;, i igld?

headguarters, or would they have coverage

e
.
iy
I
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GENERAL MAXGELL: If you werc 1w5* ng satisd ectory service from the
agencies in the ficld, you weuld not establish any of your owne lihen
you decided you wore not, then you would. Vou g0, you must be practicals
You have to have int cncey, whether you get it from sowveone else, or
in some other way. 2t is o decision you wo”Wd have to make at any given

moments You mue t haveé it; you cannct opcr‘ without ite

RV




A STUDENT OFFICER: In tho flcld, how feasille do you bolieve 1% is
to conduct joint economic warfare, such as the ¥iddle Bast Supply Cont a??

GENERAL 1XVELL: It is. just as foasible as conducting joint rilitary

‘warfare. I think it is a- quostlon of having the capacity, in the form
of your mamagers who partlcaputc in the JOlnt efforts I tnmnk:;t is
quite ail rlght. B :

I might illustrat te my point by cormmenting on how we r>pur( ted in Lhc,
liddle Baste My mission, initinlly, was primerily mconnm;c, in suppcrt
of the British forecs and the ceonony of the wiiddle Bast, Russio and
. later on when we teok over the Persian Gulf., The Br3+1uh, you know,
recognized the need for a political and economic head for the lilddle Bast
as & unit, and sent a Minister of State, first, Sir Oliver Lyttleton, snd
then, in the interim period, Sir Walter Mankton; and, finally, cur old
friend, the hAustralian Nanlutor, Dick Casey, as Minister of State in the
liddle Bast and Member of the war Cabinete He was recognized as the
personal reprosentative of iy, Churchill in the Fiddle Taste

.He sat at the head of the table of the Middle Bast Councile That
was his Y"policy coumitlee," so to speake Therc was the head of the Boyal
Navy in the kiddle Bast: the head of the British drwy, the Hoyal Air
Force, and my cwn little selfe I used to be a 1ittle facetious at tires
when telking about what part I actually twok. I am a great believer in
that old saying that whoever owns 51 p?“@@ﬂt of the stock has a lot 1o
do with running the ccrporatlon. I think I figured my holdings were.
about 10 percent, so I said I was entitled to one word out of ten, and
I was going to save my word until I needed to uce ite

I think that is a pretty good rule to remember because you can get
along, in a group like that, if you speak in proportion to your right
" to Speuk. » ) : .

Now we set up in.our headguarters an Beonomic Branch. i seem to -
be talklng a lot aboub Clabangh, but he was appointed head of that
branchs. My Adjutant General came to me onc dey. He was very much
concerned about showing an Beonemic Eranch on the chart a2s a dirsch
offshoot of myself. I wanted to have Clabaugh represent us with the
Middle East Supply Centere I gald, "I want Clabaugh o kecp me lined
‘up with them. I also want to know what they are up to. I want that
branch reporting directly to me, just like Public Relsiions does on the
other flank."

Well, Clabaugh did a very wonderful Jobe I do not think anycne put
anything over on us. & +h¢dkmu helped them which, of course, was the
primary intention of setting it up that way. o

B

We did not participat@ any more than the economic aid we were
furnishing called for us to do. W got into it to tht cxtent we needed

] 5

NESTRIBTED




and no more. 1 might say that Casey's idea, when hs arrived, was
‘"This is 2 dual throne.  Your place is by my side, and we will run the
show togathers® It did not work out quite thet way; although thot was
his obvious intention. B :

GENERAL McKINLEY: You certainly have been very .generous in glving
us so much of your time., We appreciate your coming back here from
industry and giving us this splendid talk. We do want you to come back
oftens

* Thank you very much.

(23 June 1947—350)8.




