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OEGANIZATION FOR ECONOMIC INTELLIGENCE

GENERAL VANAIAN: Gentlemen, 'I' first ran into General Donovan in
Berlin in 1938. I use the words "ran inte™ advisedly because éns.does
not just meet "Wild Bill" as he is affectionately known; one llterally
runs 1nto hlm, and a spark is generated..‘n_

W

I thought ‘at that time that T was an expert on Germany. I seon
found out how little I actually knew! We watched a parade of German
might and I was impressed and surprised by General Donovan's wide know¢edge~
of the entire setup of Germany, When you read his biographiczl sketchy
I know you were impressed with.the many jobs he has held in the service of
his country. He is well quallfled to anewer ‘your questiéns, not only on
the subject of this morning's talk but on all phases that you are study-
ing at the present time. : .

We' are 1ndeed fortunate to have General Donovcn with us thls morning.
He will speak to us on "Organlzatlon for Economlc Inte111gence.” General
Donovan. o
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GENERAL" DONOVAV Gentlemen, I am rather overwhelmed by the intro~
duction. o SRS : : Dol

I have been asked to discuss Economic Intelligence.s I will begin with -
the definition itself. Economic Intell;gence comprises the relevant, evalu-
ated information on the production, trade, distribution ‘and cofsumpbion’
of those natural resources which make up the material’ wealth of a nation.

It also includes thé relevant aata on the transportatlon and communlcatlons
systems, the financial capa01ty, and the labor and employment 51tuctlon‘ :
of a‘country.

When we speek of Economic: Intelllgence,Jwe are not discussing a separ-
ate branch of intelligerce, but: rather one’ partlcular phase of intelligence.
I should like to stress that point now because ‘there is a tendency in
intellectuel circles, as well as in mllltery c1rcles to treat these branches
of intelligence separately. For example" T'observed at the end of this
war in talking with people of various countrles that the assertion was
always made that the determlnlng ‘factor in our. winning the war was our pro-
ductive power. But no bne ever-co 'dered‘whet was behind that productive
power in our political setup. The fact tha' ‘We were able to do what we
did was due to the kind of government - a ‘jWhether or not they agreed
with our form of government, they f*to con51der it as a2 factor. It

illustrates the error that’ Corlbe‘made 1f you fail to consider the economic
and the political as one. L ‘ ; §
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Take the qu@stlon of olectrlc power-“031t¢on of Japan. That was built
up from ths information whlch was obtulned 1n the journals and the litera-~
ture that existed in this countrya“

Of course, the dlfflculty“ b dll these things is to get them to
the one responsible for the plan, who is dependent upon such information,
I think that all of us in Ameri sre’ 00 much. conditioned to the thought
of "tloak and dagger" work 1n'1n‘,lllgence, whereas, a2s I have often sa2id,
the conductor of a freight train moving from France into Switzerland, might
be infinitely more important and have more valuable information then any
Miata Hari" who was-a. frz&ﬁd& “8-Generall +Th t‘ls an‘irportfnt thing
to keop in mind.

Government flles,'expert knowledge;ﬁbooks, pamphlets, ncwspapers,
technical and sc1ent1¢1c Journals are alwayq v:;uable sources of information.

Then there is the anuly51s of 1ntercepted radio brosdcasts. ‘I remem-
ber in the early days of the: w&r we took- over @ stetion of the National
Broadcasting Company. It was en. 1ntercept stqtlon at Reseds, California.

We thought businessmen and others in Japan, carrying on their business,
might divulge some useful 1nformaﬁnon. We held on to that radio stetion
and ultimetely its authority, was. acnepted by the Services. Teday that sta-
-tion has becoms a very 1mportsnt facto¢vln the interception of open messages
g01ng through the air. BT E SRR : .

Une grest. source of infofraiion‘whlch we found was the' insurance com-
panies, for they get very detailed information which no other business houses
woula ordlnarlly have need for or WlSh to Obu?lﬂ. '

We also learned that Censof ip-waa a'mery vital means of obtzining
economic intelligence., 1 dcn't nk we fully recognize what a potent
source it was. Censorship orgd tions hers had been built on British
experience. . In World Wer I, British censorshlp, at. our request, continued
until after the Armistice to- examlne mail between the United States and
"Europe.  But in World War II, Brlta¢n establlshed control of communications,
.mail, cable, radio, and t*aveler',v Some “of 'you mey rerember the installa-
tions at Bermuda and at Trlnldad before we ever were in the war. The Bri-
tish gradually turned over to. us"ths conbrol. of these communications in the
United States end this control w ,,estﬂbl¢shed to protect our communications
and to.lay open the communicatlons'of enemies and neutrals.: In this war of
communication the enemy held the" entval position. We had to draw a ring
around it so that all communlcations would pass through Allied control.
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That brings us to'the qués
to get your basic material -is
- You may be 1nterested in a ‘rbject whlch we had undertzken just at

the close of the war. It seemed to us that if there had been war over
there oncé, it might occur agr’ “nd thls would be opportunity to try a
unique method of getting econ e denge. So we set up & ccmbination
of our field photographic un@ tly of Reserve officers mnd en-
listed men of the Navy under’. ‘
who was a reserve captain’ 1n th
sis group.

_avy, togéther w1th our research and analy-

We worked out an arrangemert w1th the Navy and with the Alr Force in
Europe to make a survey of the’ -ports of Eurcpe by corplete photographic
coverage. 41l known maps and c‘arts were compiled. All information con-
cerning the econonmy and functlonlrg of these ports was brought together and
a detailed.analysis made. On the b331s of these studies it was. possible
to determine the peacetime capaclty of each port, its vulnerable points as
a target in wartime, the results.of its. destruction, and the effects of
particular tvpes of derage 1f the port was to be reopened after capture.

Now, for the first tlme 1n our hlstorj, in a unigue degree, we have
. the opportunity of getting intelligence. in:an unprecedented manner. We are
- now putting into effect the Marshall Plan, There is a problem in connect-
ion with.the Marshall Plan. In stlfy':g before the Senate Committee I
suggested that the greatest e we co ‘make would be locking uoon the
Marshall Plan as a solution of prob em-in Europe. There was the danger
~of making it appear as a kind.o conomic Na*;no* Line. If it geve way,
. then it would fzil and we would
- that occurred when ‘the physie:

It seened to me we'coﬁi&lﬁ
a necessary, maybe a vital weag
buttressed and sunported by mar]

without acting on the assumpth hey are g01ng to try 1t but it WAll cer-
tainly be a lot wiser if we prepare for that klnd of attack in whatever form
it takes. :




matlon:from the sixteen countries
’t:on on 1ndustrlel capacity of Russia?

QUESTION: General, this:
perhaps would shed a llttle 1n

GENERAL DONOVAN: That'ser

oW’ we could find that out? 4&nd also
’elllgence, how we could get it on the

QUESTION: Could you tell u
if there are any other means of
industrial capacity of Bussia?

GENERAL DONOVAN: I will nc “deal mlth the first part of your cuestion.
To my mind, as this material come, in, where it shows their relations with
other countrles--and nearly eVeryone has had some dealings with the satel~
lite countries--out of that I am sure, we ‘would get certain leads which
ought to be followed. I cannot envisage. with particularity how that would
be done, but I can see the opportunlty that it would present if we are alert
to take advantage of it. :

‘mln;ng W at‘may exist behlnd the Iron
i here that you would do in any

As to the other mezsns of de
Curtain, you just have to .do &
job of intelligence. You have a 't of wrltten sources. JYou have those
who are dolng business in Russma, You have’ the ships that are coming here
from Russia, In Paris, part;cularly, there are hundreds of competent men
who have fled from Russia. If we had an 1nst1tute of research which were
able to give haven to scholars. who have fled from behind the Iron Curtain,
it would be a very valuable tnlng for us. We have never had any study mede
of outer Mongolia. Ve haven't even had any study made of Chins for that
matter, b R

You will find in Paris today‘meny men of ab11¢ty and of competence who
have information which would be of. value 1f we could only get them and put
them through the proper 1ntellectual wrlnger.- A great many of these sources
exist. If we would only go rfter them’ 2 : -

One thing thet occurred to me Wthh mlght be a good wey 1s to take an
enllsted men, a Russian, who has deserted- and come over to us. Let us take
‘his clothing, beginning with his shoes and g01ng through his socks and under-
wear, Let's analyze those clothes and those socks through experts. In that
~wa2y you begin to get a very ‘good : 1dea of that part of the economy of Russia.
Therc are 2 million things that Can be done 1f peoole are on the job and if
if were worked out on a sen31ble ba31s.'

v 'rlng peacetlme within the governmental
structure we have the CIA, which ‘basncally a collating, evaluating, dis-

seminating, and to some extent,: acqulsltlon agency for Government, ' In

wartime we have not had. such an agency, pa81ca11y, for all intelligence.

QUESTTOV General Donoven;

Goming back now spec1flcally to economlc 1nte7llgence, in sthe of FEA:
we are worklng on a problem now whereby a proaected organization for war

.
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Those. are things we ought to look at honestly and frankly, gentlemen,
~in the-interest of our country'and not in the interest of a particular
Service. You sannoy have. freedom from predilection and loyalty to Service
and ¢t the same time have 1mpart*al intelligence. It. just won't work,
particularly today. In the se eenth ‘and eighteenth centuries, when
strategy was considered &s thé art of nandllng troops in a campaign, it
..W&s a natural thing to put 1n t hands of the military your control of
intelligence. 'But today, str: the art of integrating =11 the re-
sources of a nation. . So, if shasis on orly one side of it
you heve a disterted view.. You > all these things coms in..

I wouldn't dCﬁJ to cnyone the rlght to partﬂclp?te in the evaluating,
but I would have 2 civilian, one who is" con31dercd impartiel,. to be at the
head of it.. :

QUESTICMN: Generzl, my que’*lon concerns the utilization of the economic
intelligence after it hnv been” evaluated.‘ Tiould you skétch brisfly the
main agencies of Government whlcn have zn. active interest in thet, either .
during the'planning for war, Dreoerlng for war ; or.during war?

GEVERAu DONOVAV' of course, I assume- 1n your planhlng you have all
the military there to represent ;t Certalnly the State Deprriment is
interested because the pollcy may apply. ‘In‘some respgcts both the Treasury
Department and the Department of Commetrca are concerned, In others we
.have taken care of the 1ntelllgence unlt because I assume that the Gleud—
tion comes from that un*t. ‘ '

: Thcn you also have to con51der the 1rregular forces that mey be used
in conjunction with the orthodoxﬁforC°s in carrying out a particulsr opera-
thﬂ, whether it refers to the j chologlcal attack, in the narrow sense,
or the polltlcal, or the économ A must be advised cf such pert of
the ‘plan as is’ - necessary for 1t to have’ 1n order to carry out its JOb

I would thlnk therefore, what 1s a very v1tal mitte¢ ngre, 1s to

,proper~support‘
interest in & p“rtlculﬂr 51tuat_on ﬁh c



SH

e and Ita]y-1 think of them because
} buy ‘time on Radio Luxembourg

ay the_French or the Italians wanted
‘Asay‘about us is worth a hundred
lves. It is that forward operation--
re——that 1s tbe important thlng

It always seemed to me that
we used this station during the
and make that time available in:the
to handle it themselves. One word
that we would try to bleat about
the reaching of‘people'whO'aré”in-

nlzatlon are the men who know that
hose kinds of ‘people. I can think
meet that test That is where.T

Thcrefore, what. you need'in
" kfrd ‘of -thing and who can-deal wit
of a number of individuals who cou
would start..

QUESTION Sir, you mentloned;that censorshlp is a valvaoWe source
of economic’ 1ntelllgence. Would comment further on that please, and
state whére you considered censors _should come in a war economy, that ,
is, the position of the office; and how it 'should be integrated W1th, say, .
~ intelligence on the one side and Offlce ”f‘War Information on the other?
CENERAL DONOVAN: My reasonin ‘those kinds. of mstruments,'
it really must be detbrmlnvd by - I always believed, be-
fore we had a Secretary of Defense‘pthat th r-ought to be responsible to
the President. Now I think they ought to bé T  bons7b1e to the Secretary
of Defensé. G e :

I think it is poor organizationwto have them held responsible to a
security council, which, after»all,iisvonlysa committee and. you do not
have the fixed authority there. I-think they ought to advise.with the
securlty coun01l out shou d not be cont”olled by it.

: It wes the same thlng I qaar"el ed ebout be*oro the r‘IA was set up--
‘the organization that had the Chiefs of Staff running it. You cen't do
that. You just have the same old point of view: The kind of clothes fel~
lows have on, if they represent different, interests,-is bound to cause
some back-scratching. It isn't gnod‘to have that. - You don't get that
fixed responsibility. S g ' : ' ;

All of that ought to be tied ln;to the Secretarv of’ Defbnse who has
taken over those presidential functions on behalf of the President., As
"I indicated, I think this whele questloa of censorshlp has a very vital
part in our whole intell 1gunce‘system. Of course,. I believe when it comes’
to the time of war that all of that must be in the system of defense,
That follows from what I have said, that since in time of peace you have
gotto’ do.your preparing, it ought to be there then.

DR.. ASHTON: Would you care o eomment on’ +he relatlonsh-o you thlnk
ought to obtain between the FBI and the CI./S‘P f}<r : .




