LCONOLIC VAR: aRE MEASURES

21 CGetcber 1947

CCNTENTS

S"IAKEZR-~Colonel Samuel F. Clavaugh, a member of the Faculty,
The Industrial Colleze of the Armed FOrcesS.sesseecsessssss L

3

-~

Blockade 2 B B B B I Y B I R B I I Y I I B A R N B A B R B R B B RE BN I I I AR BRI B B R B BN L B N B N A L R AR A AR 4
ExXport L1CensSing seeesecocesesscecssecssnvescescsrassatososssosanssasna
Neutral Trade Agreements seseeeeeessacevroesoeosessscassssarossons

Shlppll’lg COlJtI‘OlS € 0 6 6 06 64 00 09 90 8 T P CED O E PO BSOS PO IO RO e a0 b e

o 2 o

Financlal [/C8SUTES saseesssreonrsesssssssescssoasoncosanssesosnscsoens
BlacklistiNgeeessevavesosssassscassssossosrsnssseccassrines sesoesas 9
Preclusive BUylNg eesesveerecscoveosssasssssosssoessossscsnscsnasosssll
Strategic BOMDING severassocaesccrcesssrssssocessssveosnsossnysossosenil
Zeonomic Warfare InteiligeNnce sessesegsessccoccrssosscsncnssoasnsssnsasll
The 1e5s0n LearTi€d eeveseoeoroseoscsnosnssocasns ssases soecosssnsanalld
CENERAL DIOCUSSION s e v oseeoonerecsosoosarasnsasasosssossosssossssesesil
rublication Nurber LL&-27

4 T TS

T SRITVITOMDT AT T Rl oeh) [l
TES fNDUZTRIAL CCLLZGE @F ThE aRIED

251



[

=
=
)
=
i

(:"ﬁ
il
o)
PR

o)
|
@,
e
[
|

Virate

COLCLTL CL:ABaUGH: 1let's begin with a aefanition of economlc war-
fare, Let's have no mastake about whit we .nean by the terw.. It was
a new —erm 1n the late war and was canaled about freely in this coun-
try-~not elways with a correct understanding of what it nad come to
mean, Anong those who didn't know the meaning of "econcmic warfare"
was the Chairman of our Beard of iconomic Warfare, Henry &. wallace,
He thov-ht 1t meant stockpiling.

Now so far as the lxteral and figurative meaning of the words is
concerned, tne term "economc warfare'" could have been apglied to
economlic mobilization for war or to oroduction or even to commercial
rivalry in peace. But custom and usage make language as welil as laW.
Long before we enterzd the war :n fact, vefore ilhe outbreax of war in
Europe, economic warfarc had coume to mean the econonac siranguistiosn of
the enemy--bloclaede, litvecally, by suips al sea ana figuratavely, by
dipiomatic and econosic measures., M"Economac warfare! should bhe used only
2h the special meanarn,, given it by custas and usage. Aand what 1s that
seaning? Braefly, 1t 1s "trhe swn ol all those measures which injure the
enemy'!s war potential "

wWar has veen de’ined as the use of ferce to breag tne snemy's
will and power to resist. 1he greatest sipnsle element in his power
to resist 1s his capacity to xeep his arules in tae field~-to provade
them with arms and amnun.tion, cloihing, feod, and transport. This
1s his economic war potential.- And to anjure and g¢rapple that
economic var potcntial is the object of economic warfare, It 1s
of fensive warfare,

Economic warfare 1s an extention of the plockade to a stoppege
of enemy sunpiies at the source, 'f Dossavle, '"Irom the seas to the
quays'" was a ‘slogan of ihe Iritash :ainistry of Economic Warfare,
Control of exports b/ the Domirions and friendily reutrals, war trade
agreements tith neutrals and, where neccssary and feasible, preclusive
buying--all of these Lo stop the poods at the source. If thas Tailed,
che 7V sought to orevent the itrading for them bty blacklistin: suspect
traders, by financial pressures, znd by a close watch on enemy trans—
actrons, 3vt 1f the goods were nroduced and 1f they were tr.ded for,
then they sought~~oy control of bunkering, ships! stores, repair
facilities and marire insurance--to prevent their transsort. But af
they were produced and 1f they were iraded for and if they started on
their way, the Navy sought to intercept the un-novicerted shap, the
Army and the Air Force to attack the transport of such strategac
materials as did get through or to bomb the factories that supplied
substitutes. The sum of thuse and related measures is "economic %“war-—
fare,” (Of‘'course ail of these measures ace carried on concurrently
as a genercl dragnet or gencral blockade, But they ere also applied
in a planned campalgn as to parvicular areas, or particular cousrodities
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or parlicular individuals. These measures ire applied by various arms
and agencires-~the Foreipn Office 1n the case of the U. K. or the State
Department in the U, S.,--the Treasury, the Arny, the iavy, the Air
Force, and other asencies, but the intellagence on which chey «re baged,
the gconondc strategy which they regresent, the pians for their
wpplication, the supervision of their oxe cut_on, the close watch on

the constantly changing situation as to particular commodities, arcas,
indivaduals-~these sre the responsibility of an economic warfare agency.

Economic werfare is not new but some of its methods are., Will
Rogers, I think 1t wss, once .s11d that, contrary tc popular impressaon,
i,ne saxopnone was not new, but that 1t was only rccently we hoce adapted

N oew

our cdancin- to fat it, Lconomic warfare i1s not new but only rccently
heve we adapted nmeasures to fat it.

Wraiters and speakers on cconomic warfare arce fond of quoting
Queen fliazabeth's proclamation of 1401, After -~cecounting the perfi-
dies of the Spaniards and pointing out that thev were dependent on
neutral supnlies to carry on the war, the Nucen proclaimed:

"the sto»wwing, hindrance and impeaching of 1l commerce
and trafficx with him in has territor.es of Spain and
Portugall will quickly, in lixelihood, give an end to
these bloudic amd unnaturall warres, wnich arsturb the
generall peace and cuiet of all these parts of Chraistendone!

Note the spellaing: "bloudze," Mgenerall,!" "warres.!" The Englash
always were bad spellers. They put an extra "a' in alweinum and make it
alunanium, and spell "lavour" with a suverfluous "u", and many others,

Ir most of the wars since that tiue the blockade Lus oesn employed.
Napoleon in 1806 souzhi to dustroy Britash industry and coamerce by
closing the ports of Zurope to British traae. In the Amcricud Wuar bee-
tween the States the South's trade wath Sritain was shub off by the
nortvhern blockade,

For centuries Britain, as e great maritine power, nas relied on
the olockade as the backbone of her strategy. Tne Unated States has
voeen the great advocate of frecdom of the seas. In both world wars,
before our entry i1ato them, we protusted vigorously zpainst the anter-
fercenee with.uv raghts as ncutruls by both belligerents, But our
ultuaate particaipation in blockade and cconomaic warfiure amounts to a
renoneiation of our formcr positicn. The legal cvolution from hlock-
ade, the law of contraband and praze courts to navicerts, snips'
warrants, anad other pressurcs on ncutrals is an anteresting story,

but another story. The concust of neutrality, in fact, 1s incon-
sistent with the concept of colluctive rusponsibility for the prescr-
vation of the pecace,
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In %World ¥ar I, Critain immedictely created the lanistry of
Blockade, It was August 1917 after our entry into thc wir in Apral
before we created the xports Administration Beard. Heomeaber thas
seccuwence, I will have uiore to say about it later., It vas Cctobuor
before we establishud the war Trade Board and February 1918 bufoge we
cut all exports and imoorts under license; and tay 1918, four ycars
after the outbreak of the war an zurope and more th.n a year after
our entry, bcfore the allied Blocxade Committoe was set up in London.
Finally, after the necd and opportunity had largely passed, we had
staffed o great lumbcraing burcau of theusands of employecs, in that
war as we did in the recent one.

In the recent war, the evolution fraz neutrality cnd wn insastence
on our rights as neutrals, successively through 'cash-ond-corry,! Maid-
to-Britain," ana "lend-icase," before our .orticipgation an the war as
& belligerent, resulted in our setting up an cxport licensing systum
in July 1940, nearly 18 months before Pearl Harbor., Wnlle ihis was 1n
part to conserve i terials for defense, the language of tne statute
"in the interest of national defense! could be orocdly intcerpretea to
include denial of exports to potential cnemies and, indeed, cco.omic
warfare considerations or economic sanctions frequently controllica
our decisions,

It should be 2 matter of pricc to you who ori scoa to re graductes
of thas anstatution to knew that your clwn moter wis, I oclieve, the
first agency of the Goverrrent to recognize the aced fer study and
Preparation for cconomic warfare. The Army Industirzal Collcoge csinb-
lished an Tconomic Worfare Division in 1940. This unit was later
transferrcd to the aAdministratzon of Evjcort Control with the undor—
standing that 1t would bec returned te the College a:t the ance of the
emergency., Two pomgers of the unit-~-Colonel ! cXonzie »nd iv, Haklason-—-—
are stiil living and stall with the Industricl Collogel

The Administration of Ixport Control immaodiatcly began making
slars for economic warfare and daspatched an cificer to London in iarch
1741 as a lizison with the Mnistry of Econcmic Warfzre. & confidential
11st of certain undesirable consignees s prepared, which list was the
vucleus of tre “Proclauaed List of Certzin Blocked Nationzls," issued
fzrst in July 1941, Comprchensive economic warfare plans were made to
be implemented in the event of war. Howewver, in July 1G41, tne ccoriomic
vcfense Board was cstaclished, ona in Secpbembor ot that year the dubics
of the Adminastrator of Expor: Control were transferred to the Office
of Experts of the .conomic Defurise Poard. The interzst . na amphasls
of the dconomic Defense Board wos on foreion procurcient andé stock-
piling especially froa Lotin America.

Or the outbreax of war, the Zeonomilc Def:nse Boord chan;¢ca 1ts
name o the Board of Zcoromic Werfare put zid little clse at the tome
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in the dirsction of econoniic warfare., with the difficulties of that
orgzganization, inciuding the wallace-~Jones feud, the final cbolation
of tne Board, and the creation of the Foreign Econoriic Admanistration,
you are somewhat familiar. A large Eccnomic warfore, wivisicn of the
american Embassy i1n London was established an 1942 and the Blockade
Drvision of the FEA Was orguvnized ond functioned effectively althouzh

tne grectest opportunities nad passed.

For an account of the work of this division and indced of the
entire Allicd Econoric Warfarc, I recomr.cnd to you the recantly pub-
iished book, "The Hidden weapon" by Gordorn and Dangerfield, former
chiefs of the Biockade Division of FJA. It 1s an intensely antcrest-
ing and essantially accurate and failr estimate of British and Aucrican

economic warfare,

Now 2s to the nrinciral mcasures of economic vizrfere., As in-
dicated earlier, they 2re: block.de, exvort licensing, trade agree-
ments, shinping controls, financial meisures, blacklisting, preclusive
buving znd strategic bombing of economic trrgets. These of coursc ure
not all of the measirces tut most ecconomic warfare activitics would fall
under one or trne other of these hcadings. Remember cconouic werfure
includes everytning that will injure the enemy's cconomic potential,

I recall one or two i1llustrations that might not fall withan any of
these classifacations--cne was dropping counterfeit rotion cards in
enemy territory to confound their ration system; another wus buzzing
tig gaeme herds to arive them trou unfriendly wo friendly airecs.

But such extracurricular zctivaitivs are not too important.

Let's consider tne major catergorics:

BLCCH A

-~-Blockade, 1n the legal meaning .nd strict serise means the placing
of a shap or ships outside an ener.; port sc that no vessel can enter or
leave without being intercepted. It must be a close blockade, 1t must
be adequate and effectave, 1t musi be declared, But block.de in the
legul sense must not be confused wath the interception of contraband,
Great Bratain did not declore o blockatde in the recent war cor in worid
war I,

There zs the popular meaning of uLlockade, which 1s the intercention
of contraberd., Therc has been an evoiution therc. Formerly, contra-
bond was limited largety to munitions of war, Then there was a categzory
cf rconditional contrabzna,'" such things as mi. ht have been acclared,

In the conc:pt of total war, all suppiies for the cnemy are regardcd
as contraband. '
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Then tlere i1s the figurative meaning cf blockade: the denial of
materials to the cnemy by <ny means--interceptzon, pre-emptive buying,
cxport licensing, blacklisting, control of shijping, financial controls,
attack on industrial targets--in short, all measurcs for-injuring the
enemy's economy. In this broad and figurative mea2ning "blockade’ 1s
synonymous with."economic warfore.”

£XFORT LICENSING.

fxport licensing, along with trade agreemonts wnich 1t naplesents,
1s .robably the iost wmportant. Denial to the cnemy of goods originating
in our own or cllied territory or thet of 2 fraicnaly ncutral céan be
exercisced by export liccnsing.

£xport licensing may be employed for:

a. Prohibating export of commsodities to destinctions from which
thcy may reach the enemy or make possible tne release of samalor gocds
td the enemy.

b, Precautionary purposes, that us, to prevent the accumulation
of stocks of important defacicncy commoditics by potential cnemics.
(which we w1ll hope we arc doing now,)

c. furposes of Pclicy to bring pressure on t.c consignoe country
for nolitical or cconomic warfare vnds,

d., Conscrvation of supplics «g 1n our 2ase 1n 1940,

¢, Another use, particvlary cmployed oy the U. K., 1s for exchange
control, I do not mcan the oexport ocontrol under the finonciéal measurss,
hut restricting cx»morts to countrics with soft currencies; countries thet
could not pay the U, K., ecither in gollers or in amports which were cssen-
t13l to the U. X, For anstance, the U. K. prohibited export to Brazil,
Chile, Peru, and Colompia t.ithout a license, bcecause those countries
could not may for them with dollars or with exports which w.ore indispen-—
sable to the Us k,

Licenses may be of various xinds--indavidual, jseneral, Lulk, or
for a purticular prosr.m,

The proolems of export licensing by the Brataish in the begianing
of the war was sampler then for the U. S. peing at war, they could
prohabit the oxport of 1l ;oods to the chemy or certain dangerous
destinations. Then they classified ail goeds an three citoegeries,

4, B, C. Goods in the "B" jist werc prohitited to be exported wxcept
to pratish FEmpire countries und goods on the "C" last could be ux~
ported anywhcre except to the dangerous destianztions which ancluced the
Far Bast and Zuropwan neutrals.
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But the saitusztion in the U. S. an 1940 was different, we were not
2t war. Ve couirs not classify destainations as cnemy ond neutral. e
ccuia pvt particular commodities under export cortivol only oy Prosi-
d»ntial proclamation. So our system yas very mach mors complacatcd tnen

the British, Why we ¢id not swtaslify 1t on our cniry anto the war, I
do not xnow. .

Many of the advwtagszs of export licensing are ovvious. OStoppage
of goods from neutral sources destined for the cnemy cn be exercisced
by naval forces and the use of devices such as tlw navacert, ship
warrant, snd bunker coatrol, This will dulay or prevent their tr.nsport.

But in the case of oods oraginating in a belligerent's own terri-
torv or tnat of allies or friendly ncutrals, export control cen poevent
their ever bein~ shipned at all,

So 1t was that after the fall of France, with the enemy shore
line vastly extendad and available nhvul iorc&s rcduced, physical biock~
ade and naval interception became upractical, Il wos then that the
U. S. ana the Dominions and some Western Hemaisphere n;utruls «dopred
export controls, the block.de was roved back from the scas to the quays,
and the cconomic battle linc was drawn between continents and nle—
spheres ond cconommic varfore became totsl cna zlobal,

NOUTRAL IrAaDE altwd T, .

The gr.oat oroolem was the five Buvrcopean naupr“ls—~upu1n, Fortugal,
Switzerland, Sweden, and Tarkey,

Now let us consider the methoas of ccaling wath them,

Tradc agreements wath neutrals,--Wiilaran Pern definea & wise
rneutral as Mone who usces vobth sides waiscly,'" that 15, to his own ad-
vantage, The story of the negotiation or war trace agrewments waa cf
transactions under them is 2 fascinating one, but within the limizata-
trons of thus lecturs, can oniy Le susgested, The noutrd ziways

1cads his neutralaty as z defunse agrinst trhreatenced sanctacns and
as an excuse for danying concessions or demanding octter terns. To
quotce a4 cynical observition 1l aiways costs rwore te buy a min of prin-
ciple, The lZurovbcan trade agrecrients were dofinitely ccuaxtioned by
the power position oi bellagercnts and neutr ls it the time and on the
progress of the war., Bratain had negoticted some reasoncble agroe-
ments early in the war, dut from the f2l1l of ¥France to the landing in
Forth africa, 1t was tough goinr for zllied ncezotiators.

In negotiating trade agreements, the Allies sought, of course, to
restrict ithe neutral's ex»orts to the cnemy--both re-caports and ex-—
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vort of 1ndigenous products-~and to secure for themselves needed im-
ports of critical materaicls. The neutrals sought to secure imports from
the Allies or navacerts for shipucnts from other neutrdis. The trade
agrecuments were usudlly for limited periods. and what waith proteots
for vioiations, requests for amendacnt, und discussicns 2s to new treaty
+nd supply-purchase agreements, there was zliuost continuous negotaation.

After tne novicert wis made compulsory, in the .bscnce of <n ogrec-
ment, uvhe rations or gquotas, or uaport fagures, as they vere wmore cu-~
phenastically called--it sounded less coffensive than "ration! or
"quotas" to the noutrals-—-were faixed by unilaterar actaon, So far us
practicable and accussary, rations viere faxea pelow the level of normal
trade and a little below the requarements of the ncutral country, sc
that the shortage weould give the importing country «n interest in
preventing re-expcrt to the cnemy. Wwhile other rcethods of control cre
cffective as to indivadual cases, rationing 1s tne wost cffcectave
method of controlling the total uaports of neutrals in wortims, While
the rations were faxed acbatrarily they wers subgect to ameadment by
agreenent,  The quotas werce faxed on a quarterly basis, and agzinst the
quotas were charged 21l navicerted SanMbntS (1n the case of shlpmunts
from other countrics) and all export liconscs (in tne casc of shio-
ments from cllazd couatrics) until the quota was full. Then no more
export licenses or nfwvicerts couid be 1ssucd until the next gquerter,
Just like the vsce of ration stongs

SHISCING CONTRCLS.

Now we will diascuss tine shipping controls. The princaip.l devices
in the control of shipopin~ were the navicert, the sh D n wilcert, and
the shaip warrant, Thnesce docuncnts can best Db explaanea by their toxts
as follows:

A navicert.--"So far is 2t orescert lnown, thcre 1s no obiection
on the part of H. M. Goverrcent in the United Kingaom
to this consijnment.!

A ship nuvicert.--"It 1s herceby certificd thet ¢ll the items of
cargoe of this munifest hove been passcd for wanport.n
I will teil you more :bout the ship navicert in a
moment ,

A ship warrant .—~!"This warrant which 1s 1issucd an res puct of the
vessel whose perticulores are st out on Page 2,
certifics that un undertaking has been given by
the owners (or :zanagers or tiuae chortercrs) and
Zccordingly the vesscel shall have access to avairl-
zble cormercinl shappang facailitics under Braitash
control. This viarrant is suoject to conditaions on

wges _ of thas warrunt.!
7
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But oeck of thnosc bracf docuwaents 1s o fornaceble recora cf uander-

takin_.s 2nd ¢ stery of tihe ruz Kin_ o*" 1r.tbrn n,lon:l 1w sirce the coys
of *h: Decler tron of Poris in 1&5v taw Jecl rotion of london in

1359, If the terms scu, orbatrory and n__ mhndba, hey ore stail

)

civiliz.d ¢xercuese of oulligercnt power. The Britush blccn;dc it 2s
veanted out, centempl-ot.d aunizl of £ calaties, antoerc.piaon, dctvn zon
ana scizure of contrabond cergo or guilty shipgs, ond d' poexl by Prago
Courts; waile the Toraan blockade contumpletoa sinkang wath or without

Arning 1 AQro "D ans of Diss.NZLrs mnd crovs.,

e cicie.nts in tand.  They are the hoirt of the

Keep these thr
shipoin conbrol syst.m, Navie.rts crc in .cssnce commercl:il prssperts
Tt 1s inierestin- to not. that the ncvicort was invented ov vhe Avericn
v -+ foo1ln—-

r2l in London during Lorid war I; ite purpose v s to [
tate Axerican cxnorts durainz the merioed of n.outr.lity. The 2ratash
institutsd the novicert device early in world war II, Dec.rbere 1739,
ana rade 1t comwilsory in July 140, All un-navicerted ships ind cargo
vCsswls Were sub-oct to scizure.

The shis aovicert, s 1ts text incicates, was riven Whon 11 the
1tems cof the manifest had been navicerted, It porniatted » oiap o
oake ¢ single voyo_ @ lhrovgh n.vel controls. It [ rovad.d .. description
of the ship ond 1ts proposed 1tznerwry; = laagt o ts ~izcurs, crew,
ind passengers; . descrigteion of a1ls cirio, ship stores, mail, .and
[5Xe] PN A INEY o1 xccount of tle source .nd destinatior,, consz ivl’ ..d con-
SLenet.  whon unocppricataon ior . oship's hioviceri Woo ioceived, the
Crow 2nd passcrnger 11sts Were cneched wnd o rejuizueaat mad. thot

~

cbjectaon ole purscrs ©

Try to lcep these docvercrts 1o naind.  TAcy ¢ Tio NCW WCODCHS
of the bleexede, A shi varionl ontrosed o st2) v thic uoc of Bratish
cnd Aliied ;cit facilicucs—ouaverine, shi s stor.s, re.airs, uic.
To recealve 2 WArr.nt, tho oty Jereed that ne ves.ol owaca or con-

+-

trolled cor cpereicd oy hin wWevia sall 1o or frow the novicoet ceon
uttheut 2 snaip n.ovicerts thol oo would nol soll or zart witin effcctave
cortrol of 2ny vesscl ownea oy il witheot the &pporovel of cohe iHainistry
ci war Transport, th-y I woula neo aonlo, any cacmy € .. ror tas
sucrpose of cebtinan’ irsurcnee or an, other facilitics wid wan othor

D

cgre.ments. In oadditien, Sloct ovners were requicsd to chorver to tne

- Y

A;n;st“f cf Wizr Trans:coest o vortion of their flovts. ALY of ihis con-

stzluted the praze whach one Brat.sh pub on the »ort f cuiali_s “hicn
they owaed or controiled. It 15 clan-od ror tne sha, wrant s/sston
thot 2t 3s - parrain and avel e 1l questieas cf
international v or cv.rn ~f caplonttic discussion.  IL wes the price
Wh,ch the British ~ut ca frcaiitacs which vy controiled,
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18 not aercly to stoo the cueny's 1rorts tul ais - x)0rts s

was nadortant to disrupt his overso2s trode, partacalorl; in
Am,vluu, 2ad cu off nxs scirce of flreign oxchege nd W

v

iis agenus i thas Hendsplere,  This, teo, wWas scconplisne
centrols, backed by shipping c d“trolo ~ric aavael anlelcepta
1zed shapiaents. Svery ot froo. one 0f thie Duredeln nol
be cpprovea Oy

1n whedice or subcteataol

person wWas wntorestew, o "Cortific te of Uripan -nd Inbocost!
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1scvdd.  For suie cxporus fro v onvy Lerritery or orporus si ek had
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wore i the allowable "enaay contoent,! put wiica wne ailice for

ro scn wonted Lo wrnat Lo be waporlza, soncthing they necoed freguently
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Cur fairst cconomig -orf .o r. asur. n Wworlid Wer If--or

freczang of the asscobs o f Jtrwey and Denmark cn 0 apral 1940,
day ~ftor Ger v
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properly ~n cconomic s nction since we voere not ot uir--wos the

the

rozny 1ovaasy thes, countrics. Of coarse Lhe pur oo
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countries, the fanancial o C
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The groat problua oi caanistoran, the financial controls
the tlack lists wus to delect the "cions! wraer cnc.y subjec
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curlty ccllabor tors uscd. Suitz.rlio ras the oeel haven Qo oaony
ol the cloaxks. Thierc vere over 2,000 intoerncizoncl fizance.al corpo-

raticns registered thoere by 1539, witn Lotal ecapital assets
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4 ballicen Sw1ss francs., Lh_b 11ttle coantry wis cuaon, the Tairst fave
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nations of the wrld an tie size of 3ls ssots ohiichn it cl.amed in
the Unaied ot¢tus, :mountzné to deh billaon dellurss  Gurden ind

od



REL u el ED

Dangerfield in their book, "Tho hidden weopoa,' say "Tuac Swiss bankers
hove an unraive lled reput.tica for keepin, the scerets of thoir cliunts,
whoever they nay be=-and toe reputition is desereved., The Suiss b nk
sceereey law moac it o cruse for .ny bankainy instaitutica oo reveal o
cnyone, oven tle Swiss Ccovernent, any b;nklnd or costaerical ralorade
tiocn coenoidercd confiadentzal, .orccver, e Swiss developed ¢ syster.
of ompibus cccounts usin, nusbers and initicls to indac.te diffcrent
unarsclesed owucrs." sut bhe Swiss were nct tne o ly oelttge of thc
fainincaal cloak and doxger boys. @ther ncutrals and the cecuprea
countries hed their snarc,

Cluscly relnted to tne unclueaking coi Agsets aurwy, the wir waes
the Safchaven pre-rams  The Nozis da antaicipation of dsfeot, had sowght
to put nuch ¢f thear loot cut ¢f the reach of the Allwcs, =8 truy uid

after World War I as 2 aurcleus for ancther try ~t acrld donaanatic

L!‘\UL\L :T r'Go

Cne of the mst powerful weapeons of cconninie «.rf ro Was tiic black
1st~-the "Statvtory List! it was xncwn as an toe U, X, wud the
"Prociaitied List of Jiritcin B sexod Notioen.is™ in thas ccuntry. o
latter vas issucd under the ~uthority of the oid Tr-daing with the decny
Act of 1917, The first iast wzs ascsucd an July 3I641. The Dratash
list had been 1ssved on tne outbreak of war in 1939, Cur fairst last
contaired 183 namcs, Cur list =nd the Bratish list werle clos 1y co-
ordinated and reached a2 harh of over 15,000 naacs, then declaincd to zbout
a t'ird of that cefore they wore zbolished in July 1946,

These lists concisted of pursons suspected of trading or cclicb-
oratien Valh the 2neny, They becane "untouchicles,”  He Ancric a or
Braton could deal with chiem 1n “ny wey. Th.oir peoperty was suoject
to scazure if it came within allied control, oitaur trey nor thear

goods ncr tqblw correspondence could pass throo,r Allied controls,
These lists consisted waanly of axis n.trontls or . unts located oub-
s1de cnbmy'uer ratery,  In thie case of the Braitish list tooy wore austly

in tae Zurcpean neutral countrics., Ia che caoe of tnc Us 5. 110t taey
were principally in Leblin arerica.  dawics on the awricai. 11st Lere
autosatically .dded to tac British last, but azmes or the Sraiish last
were not daed te cur list untal oftor cur entry iec tine war, Cur
list was originaily . .wniter of huenasplere delfeusc.

Tnere wes sericius question sboubt the Lo, .dity ol the oleck l:st
cnu 1t hies bean o;tfcr_v attocked 10 scwe uarctors, buab it vas on
cffectave measure «wlthoug b 2t may hoeve done sote violence o Ydue
precess M
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The Brat.sh 235 < wield oxpect ver: ~ore conscrvabive in Hnclr
prcelsive--or s they cullea 1t pre-ciptive--buying thin ve wore,

3

1

s, 1t was 7 happy hunting ground for the spenidere—-oili the
n auction, cil the exciteent of ~ 70 ., uwa .oi bt the
expinse of the tox-payer But .ven the Dritish .oy doubt the v-i.c Jf
thelr icre ConServative Prosrai.  1ake, for zast-rnce, tholr pri-.apive
purchase o Guorhin=nrie D:ll oearainss fron GLF an Sweden.  fhoir suc-
use wns to swnopoizze the onl capecity for ohne 1rpe & verring, wr
toe Gerong vere uoin,,, oub Lhoar purpuse failed Drinciodsiy 3oCIUS<

Sirt nad ouidbt nov 7oooaiasies fue e 3, Just ot tyo o Loorang.

v

Preclusave osuyrn, irecuently, in fict wsooily, scerves LC 1ncrs.su
wvreduction.  _aie booc woifraw ciopoa n o rerty W1, foo A

5LAACC.
Fortupese wolfr ai wod ovornoea Dl,add, o oten an avsust 1400 By

s and puos

i
Octovber 1911, .t vas 70,000 o toa. ia2t's o lcb oo (scu
tase Tie result s wn L ocvery vother's s ona ang ¢
who covld waced 0 Jicil e Siwvel, wWore cuco pilcoiin, o vhe outcerop,

subt thie praze Feor leco or Lacginaticr wnd feresionl goes to thie
oo t-oAln prograli.  we woula buy Tll tne ribosit skuno scoute Goruman

SC ld crd oanroon vionlda't Leove theie wr furs.  Foroonetldy, e
gevi tn; error of tryirg Lo keep ug vitia btas prepitent prodvctivity

cf the repbat ond s.on ~bordornea Lhe roco.,
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Wiocorie to the surolegic seodbn ) or, oo aroerly, bhe scloetion
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of ccononsc targets for svralogzic bo baine,
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n. 1ts place

ri.r. “gency

T hat. to antroduce this vist nd cuntroverst il suojec
-*h 2 scntenee, I 't oso for tae solo purpise o8 acfina
in onomic uarfare and Shu”lﬁ” the rol: of the ceconainae wo

>
ar rul tion o 1t. W
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arnasiry of Zliconorzc VWorfar: in -
scloet d the desirahle cconomic tar ots nd «Jdesign. ted ht Iﬁf thc
R.a,F., but the R.A.F. made the finel sclcction oa iy an the 13 ht
of owcrationzl factors., In the U. 3. apparently cvery wwoney of the
Goverrniient was sclecting strote zc beobing torgess. as you c.n rodlize,
+

the borbing ¢f ceono 1c bt rgets 1s dufanitely 2 part of an zconeac
warfere canpaign,
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L0000 I wadFaRS TaTLLICINCE.

A word cbout ceonooae warfare intellzoonce.  Yew arc fanalaar
ith the open scurces ain eccctiric.  Suae ¢f thoese re wscful in war-

tlnu. Awcng the nost valuable current scuwrces 1n wlirtlie are intor-
cepted mussages (coiled intercepis), censorship leaenings, wcnitoring
of broude.sts, foreign I wmguage 2 oss, forein refugees, teutr.l
trovelors, .nd pfiscners of vwar,

The Bratish nhaa . sciuntifac lawcratory ot C.ire, I berazeve, not
unlzke scnie of the F5I cotaipient wna using su.iiar technigues by which
rials, cf the natural faibors, cf

they could teil the soworce of e f
synthictic fiboers in tic cese of clothing and unifers, and the metel-
iurgy of oris «nd equzgent. Thon they coula kaow what shortages vere

oressaing then nnd mhut substitutes thoy viere using.

1tutes. The 3ratash
say the7 aad net ever.stiant. the :fficvivencss cf Lhoar cconow ic
varfare moensures 1n the w.or, but thoy dod undereste.ate the enony ts
resourcuful uss in the adonticn of suvstitutos, It 1s accessary o
discover thes. substiiutes s scen s pessiblic o ad sraift the ottack
tc theri,

Thas o5 1mportant in disclesing theair subst

Sﬁuaklﬂq of 1nt;llljbnc;, vasuarize 1f vou con the Contr:l Cifac
in t faristry of Scor. .ic wrrfare, sith thesc 1nt;rCup53 u;ssugus
CorrT 1“, with uxtracts from the Lsurehlp, waith arnfor wition froa the
consu lar reorssentitives, vita antervidis wath oriscners of wWir and
refiroes, ¢ll corarn; in to o unit worxang 24 hours o cay. Th: infor-
at

1on was manlfolded and seitt to th: intercsted divisions of the
ieinistry w1th -n action copy teo one and apprepriste sctron was taken,

The :aristry of Sceonode Warfore nd the Scunciac hinrfire apency
in tklo country dovs not et threuik 1ts ovia forees. It colls on
VArL0uS gpencles of tiie Gove ”uncnt -tue Trosvry, <he aecy, Navy, and
ALY rorCU, and othuer ejuncilus——out the meoncaice warfare s oney mwaxes
the declsionis,

& coapurison ci tne critilsn ona Adlricon OTQ“Wlth olis .13y be help-
ful. Groat Britaain bhes Loed 1r tne stuay and aeovelop.ont ol thoe both-
nigues of the vlocs.ae and of ceonouwic woriare, Sconcic worfare has
Deen for strabeys, historically .ng tr.diticaddily.  de role of cconciiac
wrfare 1n the orond stratosy nad oceen studied z1 fae Laperial Dofence
Colic o froo 1924 to the cutoreak of itle war, Ihe Sraitich Handboos
cf deconcwic werfare 1s o Liwdel for intoilagent peonnin ANG uniixe

ot

oo

OuPSblVCS they awplewcnited tneir pr ns of w-a.y. T ae Il logisl taion
in tho Hindbook wrs cnacted on 2 Septudber 1537 witacut o chene and
*hv “1r¢str" uf vancm¢c warire spi g 1nto boiig -nd intc cticn.

It wevid co datfrcult Lo conceave of v betver wxorae of Wise plaaning
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and ble dranistrotion-——-pub.llc or bravouve--thon thiat

oitered by the

Ministry ~f Teononie lirrfare, 1 coivwnd 1t 1w 2 cuse alst ry to the

Organzzotion ond cdeantolrateon Divisaon, Coloncdl N

You may wWant to cot . nhal, crgarisalicn~wise,

1
3

distancticn botween 4c csuvic wnd for.izn pru”u?,uunt

sardicel o the supply ainistracs. In the U. So o

srecuran ant both for our .wn supply and for procius.se buying in the
s e agency, v cthoer vords Lhoy drew the jurisdoctis al ifar betwoen
2etwe. nocur

J

.1lSe

Pc

[ P
1.y

bir .de no
Were both

ndled Trroign

Lieir (wn suwly wrd blockade of the ecaemy, e deow it

denestic and “oreign ooerations, regordless of whether
ment Was for cur i o cwirerments or to proclude the encmy fron pro-

curane at,

Jur Procurle

it wnas net vae tarcl for us to link cur oun supply nd onerny
V1.ckide 1n cne orronization, that is, to group together <Ll cur
foreagn ceoncnle vperttions wnd Lo draw ths jurisdicti..al line bo-
twcen wulestle .ad Zoercien porations. i was cgadly ratural tor

Ehe Bratrsn to ignucr the Qlotln"uloh o

.

supply L4 aenicl o Lhe snuy,

s = TOT b SRS THNA ot 'y SHEN RS
This dafreor noe an opepecachl roflects whe oarlcroncs

cecnunles ena for cagn relatacha of Lne tuo natiens

clWweon the Loy
denestic noture cr oerati.ns and drw 4he lane Lotveor

L. reles in the war:  Sritoan, Lhe soa povier, ohinaking
vlockde o il cwayyy Srabeern, e werdd orider, vnese  foreign

trode s oo acfanively 0 op2xt L oorataints de

sulc
~ 4 ) M .. N i < A o) - e i, .
othe Ue Sey e tiordy seli-sufiiciont, taivk O F

Lo

d ool

Sl L1y, xoswt frose car mormal o 21y laves,

warituie s Loaeans Posteeqpaldziyy ol supplyin: our

Troo L._SSCY LBarMNED

Now, 1n conclvsien "tlb 35 tie Jusoor §ocur Sapgord

R - . v Fal
o nomic wufard?

T ecpeozve st U thees The wrgs.pey-—th: o

[
+ - - ~ - ol 7 N
228300 plw I Leunlmle worlore PLONNLG T LTACrLE tlwh

cr nd bhe nueleus
f an ccone ace warfoes creacy, oae Bhot wouild be cebivated daeedintely
in “n werrency., Tt Qh\u‘u Jn Jude dreft legrel cvion, oxecutive . rdur
cnn o yoceuures e Lo follew.d Juring the poracd f ftarcatoned hostala-
ti.s, 0 ths  brenk T W;r ~ oAb the subbrocic of var,

T- T

o delayv an werid T 70 vy an weels Jr I

cconomae rarfare or,aniz d, weh L ohove poantod ut,
lessons, The great vooert.anity for sconcie werfore
sanctic s 15 in the poriad precodang che cutbrcaw of

cariv dars of the war,
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And her. cre so ¢ Iacts wWhich peove thot: 1 the farst 9 1o nlhs
cf 1941, Jdapan, Gesw .y, ~nd Jtaly ooucht 54 percent of argentisa's
Wxooet of tungoten oad 1n the f1i.l & reaths ol 1941, doughs o o on-
siderable proportion £ othe rollevang Bewsiiro v oxpurbss 2807 g seent
ol her quertz crysill, 45.9 oercent of boerylineg, 00,0 poreent

ica, 36.7 percect f Jla;-nds, 29.7 perconn of tat roau,

In Moy 1961, 1 saw gy intercepled wcse ;0 whoercin sitedir or
satsubishi--I ior:u whrch==were offereny Berlaa 10,0006 tons o f
FPrallappane chrecate ore for shipoent over the trons-Sibericn Roilway.

In 1941, tho "Lata" aarlites (ohe It doon Lrencatlentic linc) were
Ilveng repularly betveeen orogrl eond Inaly, carreyins andustrs -l die-
mends, guartz crystal, stratessc manerils, cnd enemy oonus.  Thiy wep.
flyaa by courtosy (I America totrictiyl 1o, and roro thwn that,
thuy were spoltiar cur conwveys nd netafyang Goron sUDN'riacS. 45 .
rosult ot the howcht of the Gernan subrarine cunperga 2 megoraty of
nur .nlnﬂ‘ ccenr :d I believe 1a the South atlartsyce adticu; b thoro

It

was heavier Lrofiite «t the tane cver Lhe Yerthern r ute.  Thord! oo,
2t e tirge wWhen wo oweore _avane 011 nad to Srataw end buiidion ) o dradec

of ships cercss Lhe atlariic, wd sufforine sover. losses, UToenivs
ceonomic worfwe ciu 1 nove 1 utly rodund

.

-'.J!‘:\ <55 —;.\,FSK/S .
Su far as I %new, or Pav. Doen able Lo leaen, ne ccooney of Lo
Governnont 18 nov aakans oy antegrot 4 ccenomic warfare pl rs, ond

B
m v

ne agency °s charged with th.t r sponstbilaty. ful I hooe bhere moy

be.,  Thank vou.
Now T am at your -+ rcy for guestions,.

Golinal. J310CUSS TN,

QUESTION: Durar, Chu wor Ve nsed toop b dircectives Iionoan oor na-
zation calica the Coumbin.d Cracls LI Stsii, So ror as I anew, they
limited thauaselves to btin&bsy arad Ligh policsies.  Thoy hnd 2 osreat
cflcet on the war. as 2 wotoer o0 fact, I oap cortzin ihiv the sparat
of cocperation between the Bratisa and ancricuan forces wWio auc, ot
least 1n part, te the rmutvel Cffoet nocessary to understind and in-
plusent the daircctaives of the Cumbained Chicfs . f Svaff, dow was

there such un anternatzeontl cocrdinating uarcetive body to _uide our
~Iforts an cconamace werfare swaler to the Curbined Chiefs of Staff
in washington, cr did the Carbined Chiefs ¢f Stult cstublish that

f1eld?

COLONEL CLABaUSH: There woo cllaicd cooruansaticn both 1n werla
war I ond Werld Wer 1. Thore wes the sllizea Block. de Cormaittec in
werld war I but it was not sct up untal 19i8. in werld w2e II there
were allied comaittces, coembined coamitiecs, sitting 1 Lenden.  we

1L
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built up o censider 'ble unit in tne avelicin Znb ssy in London knewn
1s the Hecnamice torfore Divaision.,  2Zut, thore ogoin, tkat Jiant e
untal well ante 1G42 After much .F the upportunaty for ceconcrmac vwiir-
fare had pessced.

The a1mportance of :llicd co.peratiop in cconomac varfare, I thlhk,
1s ~erhaps greater than 1t 1s in.milatery, nov 1, nd ar warfore be-
cause, 1n the straictly ialatavry warfare, <objuctives ond factirs and
methods contrellin~ cperaticns vary in different creos; woorceas, in
cconcmic warfare th: obiective 1s the strangulaticn of the cnemy. It
18 tne sanle, maet ricls that you nre trying to stoo coming, fro: the s o
ars2s., 1t 1s the sorie ships fo e noevicerted or antercepted., It is
the same dec "le 1O be block-listed., So that the necessity fur not only
& coordination but on actull unity of cconumce warfire oper.tions omong
cllics, I think, 1s ussentaal,

QUILTION:  The mavter -f antellisince is cne sh t 1 thank as
uwportant, frow wht you Love silde Is there "ny ceoncuac %Weriie
ntellagence cgency nuw spersling for the United States? I not,

Cull you 21ve Us Swexe 1Ger of what wo coull L.oorn rrwu. the 3ritash
vXperience, particulirly with rospect te taaang 1t head - T tame?

COLUNSL CLaB.UGh: well, I assunme the Ceatr.l Intella:cnce
agpency will have over-2il s up rvision oi oul eelnouac inbelly, cence an
peacceliiac,s  ws you wdww, el 1 othe cdvince inboily orec cuies frem
Cien soUrcese Lo Lortuie, o5 I u sested, 1t conies fronr carrent
sources nd there 1s uie hecessity for lﬂubdlutu actiovn. 'Ih
vudae to lose an intercec.lia. 0 oshlp “ne ws teking other ceoncmac
[1I228sUrcs,

I wie wipressed i the 3ratisnh lanastry, s T andze Led, wath
thear central antellirence _roup in the -;nlstfy of sdeonui.ac warfore,
Everything thet was cau. it br the censces 2L Aer-uwe rad the other con-
trol stetaions, overythan  thot Sl Looar 187 antereeoted, tho code
nissages they verce oble to Jleipher, or iessazes xn the ¢loor, 1l
these vere sent to the ranistry f Zeonorac arfor. and ritehoed up
wnmzdarately with whatevoe: cthor infornaticn they h~i °nd anpeoprirte
action tzken, There vioo not the aclay oo tronsmittil wd coaference
ard coordinctica, indivaduallv, wath 11 of ta. cthor a7 ncics.

“USTTICN: was ot Zprroent Jhait the Bratish g o Long=l2ad plan

for .corcuic warfore, based wn 2 lon, sericd of antllligence onzeriiney?

COLCEEL CL:3.USH: ihey nlﬂ, cnsh the ntulll;~n0¢ ﬁct1v1t1cs uore
rart ¢f the plan in the "Han'souk f Sconerilc worlfare.
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COLCON"L i.cC. :”HY Colonel Claboush, weuldd you b kanl crniouch
to gaive us o fow more witsils on ta. aatter «f selecting 1ndiviiueds
or firns to be put on the biwciklist?

CCLONLL CL.BaliHl:  Yue, ecar, The rirst nueninttaon aght cuao
frein ony brench «i tne Hinasbry 1 nny 95 ency of the jovernont.  1b
weuld be bascd un intoell-s enee, antoercept od nmcsso:c, cor olhoer ccurces
that nade the party suspcct, I 1liowed by carcful investaoataicn.  That
intormaition wWith supporuily, ovadonce, wag thoen passced arounu te thu
merbers of the Blackliwt Curuatiboe and hie wias vobod o very much in
th. nonacr of nuers Lo the ccuntry club,

I recnll sittaineg 1n ~ Blzenlast Cormttee one doy and sceing
a memorandun, relferran Lo a particul.ay Spenish nnne, which concluded
with, "ris man 1s 0 moaber of one of the <ldesl and ricst powerful
farmilacs of Spaine I consider him criapently quelaficd for the most
s.lect list ond unquilificdly cndorse hime!  So, you sce, there wes a
little humor an the noranation and clectaen of tlicse nabers,

st Wis scverc,  1n
4. 5 i o~
[ACRINE '.;h\' L)'\JC/I\‘Y

S
it faira of Sulzer
4
[

Of cours. the penalty of corming on the bl-cgia
the bock te which I have Jready ecolorced, the muwnke
“f on waanent Swass, Ur. licns Svlzer, whe 1s heald of

Brothers, mokers  f Diesel ol ines - ;d 4 oLe cwapnent,  hie bad pro-
fessed to be vro-ally, but Lhy hui reason e rescil bas actaons and
thrcatined by with the blacklist, Hc defaed then. e Wis very gowers-

ful in tho Swiss Goverrirnt, The Swaiss uo,,ruJ\nt nags.l & Law nukln;
it 11le ¢1 for him to 1o the thines that the nllzes wore Jomendins,

The wllics c2lled his BLafE ord oat hiam e the l“PkLlS I b;#;: he
weal to Londen and ororased te bHe &oouod bov,  oonow *ro-ty WLs Ngo=
tiated waith the Swiss and his name was roneved froc the blacklist,

fhat illustration, I hope, answers youws questicn,
STUDINT: Yes, ear.

QUISTION: Cclonol, would yeu claboriute furthor 'n the use £ the
subnfrine 1n cconoumic warfar. . 1t scems Lo ane vhat thet as nou sirictly
10 the category of a plocikade but us oarniiar, scewlhab, 1o strei-ic
bombin, . cHelpb LU owees not oo to bhie source. T 1 2t oot mastaken, our
subrisrine worfarce nad o cod deald Lo oo wWrth Lue ccuionic warfare an
the Preafic. Is lhot uvIr\Ct or not?

COLONZL CLaBaUGH: Your poxnt s well L oucen. Ci course, submarine
warfare was the basis of Gernang's ceencase warfrre o ainst the snlliics,
You are quite ra hte. Yhe use of ur subiiciines an thg Pacifac wes wvery
defuinitely ceononare warfacc,
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QUESTION: In any future wer, cculdntt you capect bacteraolozical
wnrfare to be one cf the amportent asoccts of cconcmilc warfare?

COLO'BL CLaB.UGH: No: L woumid noi say th t tocterscicosieol wor-
Fare would be a phwe of econtmie warl re. bul the Al of bhreusri-
ologzacal zrents ond supplics Lc The onemy would Lo coonone Viiriord,

QUISTICH: for example, [ rena s
n of crops--1n Lhae sme cotugiry is bombing.

CCICY L CL.BLUGH.  In the brocdust sense, that would be cconomie
varfare pecause it wuuli be seokins L0 crionply the onemy's ccononle
potuential,

SUZETICN:  You vpave statew thot ne zgency of bhe weviraent is ot
tne rosent time chaveerd witn the responcioility of planni, for
cecoswace warfzre,  {ou have cxpressced pae hepo oh ol thot miht oo len:z,
whicr. 1 your opanton, shoull that cospensibiuiaiy be ol ced?  Should it
be 2ssitned vo the Deperuwent o Naticnel Defouns or, 5y, Lo Lhe
separtnent of Commerce, or beosrtacnt of Stot., or oot olher orey

ol the Governi.ab? Or Jo you think we should crecte coohlier o -eney Tor
wnalt pur; osce”

COLUN oL ClanaUaE: bell, .n poccetune Lhe virweus b Lcies oI Vhe
Government will obe cheir sovernd plonse The ot b seporbienit 1s ube
a,eney chor od wash recponsibilily for our fosolon roiabions in pc-‘cp-
Luce  The Tro oury 1s ceoaniderins fanaweial conlrois ond viacklistang
Jusiice Jooartniuat, o rboels; Cownerce Depuartaert, Lrade sirocranis,

Answorles) vour guestion specaticolly s te whare the rcopensibiiity

For vuul showed be, I culu thank Lh it Lhe Hition 'l Sceuraiiy Courcal would

prebubly be thie apgency of vhach the veens of reference e sufacicntly
crcnd Lo anclude that Luovislon,

JESTION: T teke st, fromr tiae term Mocoremie varfo oo, that Lho
tcrm ”m rlarc” would refer to the polvic. of “hese fachbors jiaor be the
Leoinane: of oy or novsliobely bofose, whon sinre wao tkrﬁazon*n, o1

unaineiihe

i "lso cather feom your tels - £ the pplication of ceononile
stnctzons sacald be applied ot Lhe carizost pr ctic bl noment. wsnd
vet irece means that you hove owtonstrated scom Lo o unlj thuse s
thrt e”n be put an, an ny cr it 1orce, curin wortine onlact jurone
the ooacetane wericds Pow can we bust Apply *lus lurains poaceten.,

1 that sarls whase you monliorcd?

COLTTL CI.E. Ulh: T at 1s 2 -oud guectacn,
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Cff course 1% c.oanob, strictly cpoiian , oo ceonorine warf-ro an

£ A

time of peacey tut ﬁhcv cre thon ceoreriie 5 acticns. I ¢ petenticd
cnemy 1o cecunulotaing caoceorve stocks, o sy seck Lo resirict or
curtorl conr wxoorts 15) Lt natien 2o order oo ko Lo cvanl Tl

for arother arco whore vi¢ bove caval onbs 1 roec 24 Lo 1 consbruction

ard rcohabalatotion, or for our own rooulre: nis. Thiv sus osts tac
need of centirmais- in seme o urang the period (F omellency o1 o=
adiustoent, such as Ve Sre 1n now, sane of our bvﬂu*xd s, Jx orovilin
for tl:anau uraticn of @ oystur of exovort controlc za tie of ,Au¢wpncy.
Jeonoaace sonctions mey aclunily prevent - wor, Bal o un Lconcoiac
sanctionr 15 Jake o threat:  You rad better be propored Lo bodk 2t v,
2o an the case of on uite ctum.  You ay, by .conuaac sinctions, stop
anon o rressor or oirongde o potential enesy ond oring hia Lo Lers, bul
wacn you choke ¢ won oyou Love te rLxe o Sood gueb of Lup Ch kg, e e
will (¢ hi Lrck, The consaderacion of ceoneiiie s=nebicne soves 1nlc
Jnaorner: s Jnto the conoader taon of cconuale Worl av Lo folloW,

LUBSTION: o oy wicdey, you cid Goroany ana Ioely procurea ot
T aport.nt r ot Jls 1 Sculh arerica. Yol chicy were our potuntoal
neLaes.e  Now cow coulia Lh ©oo provented?  Tho o dealiygrs, an 14

prubub1¢1iy, VTG D DWCSH oo ny cad 5 sl or Bullvida,

CCLOWLSL CnaB WGH: 1o gacoluen f 1ezez v o Licy noctinaticn vath
Lhe neuteols, ranting ¢ nciseieas v than o seeurin 7‘luvdunt5 1T o
thom, was Tl _ciicane avobloen Ll condronted cur uuvb;nlvlt UL LI
thank vanes  but ol dooo ney conowimy s Lbne Levorbooc. cnd She de.aicbeiaty

o

¢l ctlunglan- to do sw obnns aveul ot

UESTICE e lrzee ey bhas st anbe the cobaizatacy Flon™  fou
sn1d th Lbost time for ihis Lo vcrste 1s drior Lo o war "nd crrediwtoly
there - Lor. o xaow Lhe 1939 Moialazilaon :lan appaceatl -y nover das
actually usced-—the one Ut wiis st upd oy Lhe comy,  Is bnls onet of -
robilization olar Lindh w5 eportibed by the oatit ey, or as this » plon
that st oo out foelh by cavalian coney f Lo Towveriioent ound
cerricd theourh to th: puint whicre 1t boccr.s 2 wilailary «pzrosa n®

COLLITL CLLELUGH:  Zoth tho Bratish "asandboo XL dcounumie warfopd!
d Fresident Gloscveltb!s messe e i Lhe tame oF wastitulta Jaoord
controls stat.d ihst they were cssentanlly sulitary functicrs.  Put,
as are iivny otner shases of tne war ceffort, they rooroant v covrdu-
t 2 actvwally an antegralaorn in the cconomac varf e 2 ency of
thomalatary _nd civilian & wncles of Lhe Governoont,

As te whother or ret ol ois o parl of cur teonorac Lobalization Pica,
we thaink of cconomac mobaliziiaion s tean perl L0 car cun oliort in

the war, not lhe ‘enial (r stronrulitaion of Lhe wnuayts ceononae pobonivlnl,
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QUESTICON: Lurin  the uwar onc hearl o rcoal w2l 2boub Russia ro-
expoertin  toe Jepan, 2s tlso wos the ¢ise with trn. Bratlsh re-wxgorting
loend=lewse uutprl. ls Lo tne arwntbane,

i you zve us  fow worzs rn that? Do we have iy sert of a
creck a nanst Russia re-oxpertz nooour Lo, =lonne mzteridl to Jopan?

CCLCNEL Cli2sUGH: I rccall that w.rly in 1941, vhoen il was ddis-
closed that certiin of cur lenid-leo2se suppiizcs had oecn re-cxXperted, or
had been neorpqoiatea os cumpenents inte manufoclured articlices whaich
wore oxeerved oy ke Us ko, lir, Horrarman, who was in lLonden at the time,
teok the matter up vath the Bratash. Such anstences as had occucred up
te that tuae, I think, werc ancdvertent .nd were correcteld,

However, 1t 1oter kechume apparent that there would hoave to b s
rulaoation o f the restricticn 26 to trancfer of lond=lcice cods an
the case of Lhe Uls Ko ccenuse, othorwise, e would defont the purposc
of Lenti=Lease, which was Lo aid Lhelr ccunony. I thaink there was soro
relavition by a constnt supervisicn and conteol,

Wow an the case of Russiatls acts at thet bime wnd subs.quontly,
"your dcoonent sayeth not," dc Js not gualafrou L spreks 1 icnt
KNOW,

QUISTION:  The exduricnce of conorac warfore, v “ote, h s b en
ar2inst th. country which 1s lar ly Adependent on 1w mteracls.  Would
Jou say somcthins &bout sccrnomic weortre ¢ ~ainst y eruntry which as
1ar ely self-suffici:l wn raw soteracls®

CCLONML CLAB.LUNH:  Your questicn points out an antercstlan foct,
teconcmic warfare, I would say, 1s nol lurmited to the deniel of raw
nateracls,  Those olher measurcs can be wnvoked.  do wition, however,
15 entircly sclf-sutfacient 2s to rw nsterisis.  The ceencare wertore
stratey, of course, wWould vary wilh the posicion o Ube caeny.

It 1s quuite true vhat o nataon which 10 1 ¢y solf-snzriciont
a3 tu row natericls as loss vuinerable thon cne th Lo13 wefacioent
ir thoaes But even such 2 naticn 1s vulnorable 1o other Jeficiencies;
othuerwisce, he would be dl-puweriul,.

QUESTILN: 1 wis condin an the MHew York Tuacs," Sunday, an article
that covered tle roduction in cur exworts to Kussit in the lost six
menths, 1 bUlJGVu Lest montht's anerts were about 25 percont of whot
ey weee s1x months 270e  NoW LHLS 15 ¢ cononlle Woerlfar'c in soe INNGTe
Whot scxrt of contrel do we heve in fcree coverin, our cxports toe Russia?

.
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COLONTL CLaB.UGH: The Cffaice of Interncticn:l Trade 1s shilli ad-
ministerin  exort licensin- under n oxtentaon of the oxecrt liconsine
le~islaticn cnacted duran  the wer. Thoy would nol necesstrily bhe

e

7.

soverned by ocon.omic warfarce comsi krotions, That wouwld not necees-raly
amount to a sancta on, tut na-ht be dus to dirccted xports Lo othc
arcas, as I scil a moment aro, where we hove commitmoents cr Lo 3 oL us
which certeanly cxist wn this country.

QUISTION: ‘'icll, this was ouite notably ecinomaic werfuire, ccora—
in~ to the hecdlancs, Is Lhere any particular re.sen ror hod in arcun”
that? Yion't you ¢oree that at was cconomic worfare?

?

COLC, ML CLaBaUGH: I would a ree that a nuibers of consider:itions,
includin cconomic sanctions, would be criinently justaificd.

CaPTuIN ROWLEY, USN: In conn.ction with the Parshnll Plon oud the
umplencentation of a1t pussibly throu h 0 new a (ney of the Coverniont
(as soue people have su_~wsted), sume the meens yeu have poanted out
her. for cconomic wartsre mi nt have o coroll.ry in wunclenentan the
Marshall Flan--Zast 2-ainst the West and Lhe west o canot the Sost ind
2 canst all people Yho aontt play 221l. Do you sce ony hookuy or link
between soie wb Lhese rcasurcs for your purgoses here, oF econuilc war-
fare, ~nd for the purpese of tryin to retain vne roeup oi countrics
with you, as in the liarshell Plan cal?

CCLOMLL CLu3.UGH:  Thoere 1s no clear ond distaiact line of Jdumzrcataion
to2ny tume an the whele question of Lirceted excorts, ol saataculary
in this tame of cratacal “dddotmuntu. But I do not think 1t would be
preper vo o ocell the aaglarentation of the Marsh:1l Plan coonuwiic wariare.

CoPTAIN tOWLEY, USH: DNo, I di’n'l rican thote I ncant sae of
the adeas abcut quotes, retaions, 14, ort wd oxport controls,

There wos 2n Pth~v, I bulacve an the o per last cevonia- or this
nernin , aboul 1t. Theee wooms to Lo o te 1anin of fublic cccueltance
ot Lhe 1dea thnt the Jmpobltlrn o1 wver=11 Jorestic centrols many o2
c0od thin~, viry shortly. S w2 of those o uie nothods that were el
and the tyres of or wnizctiicns you nwl to keep triock of thum, onl the
means you haa of keevan  track o € anport 2nd expert fa ures ancen-
cll er countrics scems teo tic Lo b ve somewhe t £ 0 ccrellory an any sort

of Marshall Pl.n setup.

CCLONTL CL.3 .UGH: Vhen we -ct iato th. questien of centreols,
domestic and antoernational, we are coenin up © conbrovers.ea] facld in
which we have two lesiderata: one to oroucte free triee "ad froc cnter-
oriscy ana the other to mnstitute the nanimws of ncceessary CuntTClS to
accemlish the desared oby.ctives, That 1s the Jafficult course we

rove to steer,
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QUISTLUL: 1y questacon has Lo w wWith the scvlictarn of ceenomice
bor cts 2nd shrobe-ac boeshin o Hos cay conciusion buoon rpoachad s oto
“he rolavaire decarabilsty of otbaexan tooansperpntaion b oole s ocon=
S rod Lo anustre 1 tor obs?  Waich 1s tac .o Jfoclave nostr nolang

the wranyls ccununy?

Yostordoy wornin_, wn the locture zooun the UsS.ueRe, 1L wWeo
brou ht cut th o thear troansporbation systen was relodlively w.ai; i vas
A Weall s et ooy A weck link . thiear ccunomy. Henee wy cuestion, uts
sny cenelusicn beern roached rewm the studics of sirate 1c sulbin o f
chieiay noabaons & to which vwos iere zffective, trousportation «r an-
austritl ter ets?

COLCIAL JL.bBalTH: I think chi would dopern:d on (11 ihe [.cl
e oany situsbtion. I owall  dve yu o alluvstraticon:  Durils b
teeremie Werfore cofanst Germorn s, they found that wnale, s thoy said,
t A

they hoed nob overcstanate ! tiwe effcectaivensss orf tacir cconcmic vare
farc, therr blockoede, they hd undercstimctel whe rescurcefuinoss of
4 5

the Gurmwis 1n Jevelopan  substitates.  So thewn U shlft“J the 1L ck,
for a tume, Lo trns ort, te .ttackin tronspert in Gerrownye iroveor,
trarszert 1s not s wulner-tble Lo sttt 1c bonhal s ts 10 TLELOLT
Jectuctien, In bBne ootaten of sors dclples TL 1s onds oaa tne case o f
brilhes ond Lhlnce Jaike thet, tht cnnet roa’aiy oo ropardt, wlar o the
cffect 1s crupplin-. to tlhe cacuy,

Arz there env otbor guestiuns® (Yo respense,) I8 i, thrnh you
wery much,

(28 Cetboer 1947--450)5/s,
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