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~_,. * :T. ~ about COLO}[EL ~IA ..... UG:~. You ]~.ve heard <" ~" .... ~.~ during thms course 
our economic mobilization and the increasing importsr, ce of the 
economics and log-stics of war. You l..eard Colonel Hsrlan sa[r the 
other day that in the Franco-Prussian war the cost of :...-mniti]ns 
represented ~ percent of the total cost of the war; that in -~{or!d 
:~Tsr I it represented 35 percent- and that in 7~orld ffsr ZI it re~)re- 
sented 75 percent, in each case using "munitions" in the sense 6f 
materiel, ammunition, and supplies other than food and clothing, In 
any future war, the proportion v,%!l be even ..~oher~ 

Napoleon said an army traveled on its stomach° That may kave 
been true then, but Dr. Ed~Adn Go i',io1~rse, Chairman of the President's 
Economic Advisory Council, sai@ recently that this adage has now to 
be enlarged to read, and I quote literally, "}m army travels on the 
economic machine that maintains the physical ~rell-being of the soldier 
and keeps him supplied with efficient ~eapons." That's somewhat less 
epigrammatic than the little corporal~s statement but more accurate 
todayo I~(ost of us in this room have traveled in jeeF~s , trucks, planes, 
bucket seats, tan'<s, shi~;s.. ~ or sub:rmrines and on many carts~ oY the 
anatomy not necessary to enumerate here In short, in this "~ .... -~n 

supersoni% atomi6 age an army moves on v.*heels and wings and all manner 
of wondrous vrorks. 

Let's consider the economic mobilization that produces ond procures 
this materiel as one side of the ccin. This morning letrs rcverse the 
coin and consider methods and measures which "sd].i disr~zpt or s~,rsngle 
the enemy's econo.~ic mobilization. This reverse side can be calied 
"economic warfare°" On the onc hand--or the one side--"e.conomic 
mobilization," the mobilization of our own econo[:~c resources~ on the 
other, "econ6...~ic v;arfare," the disruption of the ene:~y's economic 
mobilization. 

It is a fascinating field of study. All the ~,:or!d is your chess 
board; and all the worldrs materials amd resources, sl! the :..:orldts 
mines and mills and machines, all %he ~..'~orld's trade "md traffic~ ~.re 
the pa~.,..'ns in this vast global game. 

Think of ~ .,h~ millions of men and the billions of money that are 
employed to defeat the enemy° .Ueccss~ry as this is, h6:v much better it 

~ ~ o.f ,~ is then to d.sny e.n enemy ~he means m.?.kin C war on us 
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For eight months not,; we h~ve been considerin8 the various ele:r_.<nts 
and aspects, factors and probl,~ms of industrial arrfi economic mob'!iza- 
tion, in this and other countries~ but looking primarily to our own 
economic mobilization. Even in this Economic Pot:~ntia! Course, Unit 
IX~ t.his year. the greeter part of our attention, quite pro~;erly, is 
given to the effect of the European Recovery r~osram° Only in Com~£ttee 
45 are we dealing v,ith the whole ouestion of strangling an enemy's 
economy--economic vrarf~re~ the other side of the coin of economic 
mobilization. ! bespeak~ therefore, your earnest considerabion of this 
subject and its presentation by Cor..:±ittee 45. 

It is the only phase o¢_ the course where ~'..'e deal ~..vith oo+~"t~_~_, v~,~,~ 
and tactics~ the str~teg-y and tactics of economic warf.-.re. You may 
render why, then, it is included in this course on infiustr'_a! and 
economic mobilization. 9.,,'o ~,'~.sens v:ot~!d seam to justify it~ FL~st, 
because of its closere!stionship and identification v:it'.,: economic 
and logistical considerations, and, socondly~ the fact that in the 
years immediately preceding World War il, the Industrial Co!l~;ze ,....'as 
the first agency of the G6vernm.::ut, so ft:r as I kno,:,', to establish an 
Economic .Warfare Division° 

I recall that .in 1940~ the then Co~.mandant of th,~ Industrial 
In~erdelO~rt...~.~o~l Cmmnittee of the Admin-. College spy.eared b~fore ~bs ~ ....... '~ 

istrstor of Export Control and proposed that th, ~. Economic ffarfare 
Division of the College be tr.rnsferred to the AdmSnistrator of ~port 
Control, v,ith ~he understandin9~ that at vrar's end, it would be returned 
to the College. Since the Administration of Ex~ort Control beceime 
successively the Economic Defense Board, th~ Board of Economic ,<arfare~ 
and finally the Foreign Economic Administrrtion, if this pror.../_se to 
retorn the unit to the Collose had b.~..~n kept~ v:e .:ould have h~d to 
move over to make room for the maw, r thousands of employees which it 
had by the end of th~ vrar~ 

DEFINITION OF ECCYOi,,;IC WARFA~ 

I have already defined Economic ".:i.:.rf~re as the effort to disrupt 
or injure an enemy's econo:mic support of ~nis wrr efforto It is 
offensive warfare. Its immedirte obj¢ctives a~d t.zrgets ,:.re 
economic; its ultimate objective is r..ilitary° That is~ its r.ttrcks 
economic tar~et.s in order to cr'i~g].e the enemy's militar~r forcco 
It crop!eyes both econorJ.c and milita~, measures in doin[ so. 

I t  i s  n e c e s s a r y  t o  l a b o r  t h e  d e f i n i t i o n  of  e c c n o m i c  v , . a r fa re  
somewhat~ (a) because it is a relatively new t~x<n in the br~(ht" 
lexicon of logistics, in this country at l~ast, rnd (b) bec~.use~ 
like so many words in our l~nGuaSe, it !~es more then one me~ning~ 
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"Economic warfare" in its milita<~y mecn~_ng was coined or a4opted 
by the British in the period between the. World Wars as a substitute 
for "blockade ~' which h~d become an inadequate-/:ord for tbc s~ipping 
controls, the economic pressures , the financial controls, the preclu- 
sive-bu~ing programs and other measures for the economic strangulation 
of the enemy. 

EconomAc warf~,re is som~timcs used in t h i s  country virtua!]y 
as a synonym for economic mobilization. It is sometimes applied to 
commercial rivalry. I have no quarrel ,,~dth those who do this° That 
is, no quarrel ~-,~_th the laymen who do so. ]~Iords can hav~ various 
meanings in different contexts. 

~is an illustration, "evacuation policy," to the layman, could 
mean anything that the words evacu~ition ahd policy mean, but in 
miiitary terminology "evacuation F, olfcy i' has a definite and specific 
mooning. So to the layma~ b "economic warfare" can mean anything7 that 
the words economic and warfare moan. But in a military cont<xt, hk.cT/ 
don't mean com_mcrcial rivalry, they don~t mean economic mobilization~ 
they donVt mean economic assistcnce, Lend-Lease or ERP. They mean the 
denial~ the stran~uiation, the disruption of %he enemy's cconor~ic sup- 
port of his war effort. 

~]~_y do I say you canVt use "economic w~.rfcre" in these other 
meanings? Well~ to use an <.~conomic warfare term, it has b~.cn pro- 
erupted. Long bcfors we got into the war, indeed before th<; v.ar broke 
out in. Europe, the British were usin% the term tZmroughou% the empire 
and' :~dth other countries ~:ith which they came in contact. ©sstom 
and usage make language as .vcl! as law so economic v.:arfsre had cone 
to mean ~hc stranTalation of the" enemyts economy.by economic or military 
measureso In a mi!it~ry context, economic warfare m<.ons off~nsive attack 
on the ener~Is economic support of his ~.'mr effort by ccono~Ac, m]JLitary, 
psychological, political or other means~ 

ECOXOYIC WARFARE XEASURES 

And now let's have a look at the major measures of econcr;~c v:ar- 
fare. (See Appendix, page 17.) 

I am not going to discuss these measures in great detail. I did 
this in a previous lecture, extra copies of .wM~ch ere s till available. 
In the unlikely event of your wishing to pursue this further, the 
lecture is 148-27. 

Export Control is employed, you "~.5~!I note, for (i) conservation 
of critical materials, in peace or in war; (2) the lir:~itation of exports 
to a potential enemy, which in time of ocace is re~l!y an economic 
sanction or reprisal; (3) prohibition o~" exports that night reach an 
enemy, in time of war; and (4) implementing economic r~rcssures on neutral 
nati ons, .. 
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~cport control ~vas adopted ~ by the United otates ~nJ. t~.]e ..British 
~a ~er DorXnions in the summer of 19£0, after the fall of France, and ~ ~ v:as 

adopted by most of the Latin-American countries. 

The Sritish blockade yeas moved b~ck from the enemy ports and shore 
line to the source of materials. "From the seas to the quays," '-'- 
is, from the ocean to the docks, became the slogan of the British }~~ ~str[ 
of Economic ~'-,~arfareo 

Prior to and in the early days of ]~Iorld !Var Ii, the Pritish and 
French had negotiated year trade agreements v:ith tke European neutrals-- 
8:eden~ S~itzerland, Spain, Portugal, and ~rk~[. After the entr~: of 
the United States into the ,;:mr, .this Government associated itself 
~th the negotiations regarding these agreements to the extent that 
they were still applicable. Especially did v..'e have a major part in 
the supply-purchase agreements~ including our preclusive-buying prc- 
grams. The record of these several trade treaties, and the negotiations 
for their implementation or amendment, fol!o~v closely the pattern of the 
%'arc They have a saying in Ho!Iy.;ood that an actor is no better than 
,his last picture, This is as true of nations as of Lndividua!s, of 
history as of Hol!~:oodo And from the fall of France to the allied 
landings in North Africa, it ~vas tough going for the allied trade 
negotiators vis-a-vis the European neutrals. The most recent per- 
formances of the Allies in that time had not increased our prestige 
or p ov~er 

During 19AI, the United States .-,-.;as successful in negotiating. 
a number of prec!usive-p~rchasing acreements ~:ith Zatin-,~m~erican 
countries. In spite of thisj hG.rever~ there v:ere extensive experts 
from Latin Amer'.ca to the Axis countries in 19gl~ L.[uch of this 
occurred before the agreements took effect, or ~;ere for items eutsic~.e 
the agreements~ or .yore smu£z~led tB~ough the sliied blockade, 

in the first nine months of ~7o/.],~_, Jsnan,~ Germany, and Italy 
bought 5£ percent of Argentina's exoort of tun{sten and in the first 
eight months of 1941 bought the foll~?ring Brazilian exports: 2Oo~ 
percent of her quartz crystal, £5.9 percent of beryllium, 60~8 
percent of mica~ 36.7 percent of diamonds, and 29~7 percent of titanium° 

THE SHIPPING CONTROL 

The origin and the heart of (}conomic warfare as v.'e kno~x it today 
is the "shipping control." The navicert is an abbreviation for na~r 
certificate, and themai!cert and aireert for certificates for shipment 
b~r mail and Air. It yeas devised by the American Consul General in 
London in ~{orld War I to faci-litate %he passage of American shipments 
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tl~ough the ~ritish Blockade. I~v._c~rts ~:'ero made comculso~ in July 
1940~ thus in effect making all unnavic.:~rted s.~ips and. c,.--r,~o contrab[md 
and sub3~c~ to seizure. 

The navicerts were issued for individual shipments; th..~ ship 
navicerts ~mre issued for the voyage of a ship when sli the items of 
the manifest, the proposed rout% the crez'; and passenger lists had 
been appr eyed. 

• ~ + c ~  Of ~ ' The shi'o t~'arrant ,,.;as issued to the o~.~T~$r or m.-.~ ~,~. a v,~,:~cl 
r;ho had entered into a number of :~~r ~ ~ un~:c_ 5~.k_ngo includin[ the ag.~ue.r.,~.~nt 

that no ship mined or controlled by him would sail to or from ~ , 
navicert area without a shio naviccrt or use any ene,n~z or b].ack-iisted 
fir~..,.~ for insurance, rcDairs, or othcr serviecso The ship war~'cnt 
entitled the ship to the use of al!icd and allied-controlled p¢.rt 
facilities for bunkering, si~os~ stores~ repairs~ and +~' .... "~" " 
£hese documents, the navicerts e.nc the snmo~ warr~:~ts, ~':cre .............. 
~-ommcrcial passports. 

The effectiveness of -this paper blockade depended, of c":mrse~ 
~n naval force to back it uo and sink or intercept the blockade runucrs, 
,ut it greatly simplified that task. Kcep thus~ do~.~.ments in m~-nd~. 
hey reflect the remaking of international Im,;~ 

i~'~J GGLI NG 

This paper blockade ~as designed to control bulk cargo nnd ~ 
~ - ~ r , ~ 7 ~ 7 ~  ~ bu!~ co.~moditics, .gul .... ~mils. There ~,',~ere othez ~ vet 2 ........... , xcss 

~ch as industri~l diamonds ~r~ ~ u, la ~-" ~ :, ~"~ ~ "  .... ~mm, which were highly ..sse,.t .... I 
the enemy's war production. ~~, fantastic ~,-~ ......... cJs prevailing for 

'ase things in th~ black r ~ - b , ~ b ~ ,  of ~r~, . . . . . .  .,,~ . . . . . . .  . countries <';or G 

m -  ~ ~ 0 , ] n b u r m ~ . o  d c s  ~ L . 0 r o  great temptation to ship and airplane c:'.-WSo ~ne ~ • -'~ ~°~'~ 
Torous search and undercover o~eratives. Some v,,'eir8 stories of 
~cessful s~d unsuccessful smu~n~ are f~miliar to most o£ you. 

~. ~K-LI STING 

Another of the pmrerful -~mapons in the arsenal of economic v.arf~re 
the black-list--the statutory list as it ','ms known in the United 
gdom and "The Proclaimed !fLSt of Certain Blocked .'.!ationals" as it 
designated in this country° it v:as first issued .here in July 194!~ 
British list r~ss largely composed of f~is nationnls or a~nts or 
oathizers in the neutral co~!ntries of E1mope. The American list~ 
~inal!y issued as a matter of hemisphere defense~ contained such 
~s in Imtin &merlca. After err entry into thu vmr, the lists ".;ore 
;ely coordinated. 

~ UI, "~,'<~ ~T~ T~"~ ~,.'~:¢--~:~ ~,\ 
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The nenalties for being on the black-list were serious~ Sk~ch 
persons and firms became untouchables. }b allied national could trade 
or correspond v~'ith them in any way° The threat of posP¢:ar reorisa! also 
hung over their heads. The actual listing or the threat of listing 
made Christians out of many othezw£se bad boys~ 

PRECLUSIVE B!:YING 

We no~, ~ come to one of the most expensive ~..nd controversial economic 
v;arfare weapons--preclusive buying. This was ~ development of Uorld 
,,~r Ii. ,he British call it pre-empbive buying° Tt is ~ " ~--o,-: sun 
of essential supnlies.., in neutral countries to ~orevcnt their -~u."̂  c:~....no," the 
enemy. It is a potent weapon~ where the supply is limited or :,'here there 
is an agreement to limit production¢ In the absence of such an agree- 
ment~ preclusivc buying c-~n defeat its ovm purpose by sti;m~lating even 

" grceterproduction. The wolfram campaign in Portugal is a good 
example. Portuguese v.'o!frrm averaged $ii00 a ton in August 1940; by 
1943 it v:as ~35,000 a ton--more t, hafl 30 times as much as in 1940o 
That's a lot of escudos and pesetas. The result-,.':as that evcr1~ mother's 
son--and most of the mothcrs--wer~ picking at the outcrop. 

But the prize story is that of the rabbit s]<in preciusivc-buying 
program. 1.70 v.ould buy up all the rabbit skins to keep the enemy from 
havin[ their nice warm rabbit fnrs~ .That program didn't last long 
as the ~n~amid Clubs--and for the same reason, geometrical 9ro~iressiono 
The prepotent bunny proliferated faster than v:c could precludeo S~:cak- 
ing of mass production "kn~;,~-hov.~ '' the rrbbit d, ocs know how' 

[' '~T '['~ T 1 I.A.,JCIA,~ ?dEA~JI{ES 

From the sublime to the rcdicu!ous or vice versa, we cone nov: to 
"financial measures." 

Our first econor, ic warfare measure in World L"ar !l--or more properly 
an economic sanct'.on~ since we were not at v:ar--vms the freezing of the 
assets of Norway end Denmark on I0 A~ori! 1940 after Qcrr.mny invaded 
those countries~ In June Pnd July 19gO~ the _, ~r~:~±,.,~ order ~ms " 
extended to the ~is countries and then to the European neutr~.!s, except 
~irkey. 

Financial pressures, the denial of cr"edit; the withholding of 
economic assistancc~ mny be a .g.,r,Jater f~ctor in any future ,':ar~ because 
of the greater f~cilities in the field than over before~ 

It is ..71most as importrnt to blockade an ene~-'s exports :,.s it is 
his imports° His exports provide him ",,<[th foreign exchange to finance 
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his agents and their activities abroad. The blockadin C of his exoorts 
in iVorld War II was also accomplished largely "~" paper controls backed 
by naval interception. ~leutral exports were permitted only ~'~ me,'~ns 
of "certificates of origin and interest." 

As t he tide of war began to tt~n against the Germans, ma~y of 
their leaders attempted to find a "safe ?~ven" for their loot and other 
assets. They sought to do this by the use of fictitious nam~,~s and accounts 
in neutral countries~ notsb!y ~,~itzerlando The co~:nter safe-haven 
program of the Allies was directed at the detection of these "c].oaks~" 
and the freezing of the assets° 

There are other measures of economic warfare that malt be ~ e~p!oFed 
in particular situations. Remember ~ "  ~ ~.:a ~ anythinc that injures the 
enemy's economic support of his war effort is economic warfare. 

One measure was droppin C counterfeit ration cards over enemy 
territory so that, as one wag said, tne~ ration system wo~l~! be as 
confused as ours. 

~,~ LI TA ! ~  L~ASU iIES 

Vie have already referred to some of the military meast~s and to 
the fact that all econon~[c measures depend on military.- power for their 
support. l,'~'e have here classified "military measures" into two broad 
categories: (I) those aimed at the disruption and dest,cuction of 
enemy transport; and (2) those aimed at the disruption a~ desCruction 
of enemy industrial povrer~ The fo~.er are carried on iargel:,- out" 
side the enem?i.,~s borders and the latter lar~el~r within his borde::s, 

?le have already seen that the blockade in all its forms ~..'as the 
first end the most important of economic warf.?,re measures: 

Str .... g~e bombing ms, of course., a militar:f oFeratzon but to the 
extent ='-~ '" _ .  ~ : , . . t  i t  i s  d i r e c t . : ~ d  a g a i n s . ~  e c o n o m i c  t a r . T ~ t s  ~ t  i s  : n  i m p l e -  

m e n t a t i o n  of the economic . . . .  ~ ~. c,r_. ~.r e. 

~..bot~:~, although it ms not usually a m:Llit.s~:F operation, _Ls 
included here because it de,~ends on ph2-sicrl munns© Sabotrgc. up. 2, be 
expected to play a fs.r more imoort,~nt part on both sides in any gut~re 
war. You m~T be surprised to know that there ~.:ms not a sinsi,~ case of 
foreign directed sabotage in the United Stc tcs in ~:Jorld ?far I:~,. 

All of these measures are applied by various arms and a:7,-ncics-- 
the State Department, the Treosury, the Army, the Vary, the Air Force~ 

• . "" %.. and other agencies, but the int~!licence on ...:tmcm they are bascd~ the 
econo~.~c strategy which the:r represent, the plans for their applicrtion~ 
the supervision of their excm~tion~ th.c close v:atch on the constantly 
changing situation as to particular cor,:moditics, areas, in~iv:lduals -- 
these are the responsibility of an economic v..-arfsrc agency° 
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ECONO},~.IC INTELLIGENCE 

Econo~±c ~:arfarc is largely a matter of economic intelligence. 
Inteiligencc~ of course~ is a vital part of military ~:;arfarco ~at 
the scale of a military, operation is much larger than that of the 
intelligencc operations on ~v~ch it is based; whereas in economic 
v:arfs:rc, about hs.lf the personnel is en~sgcd in gathering economic 
intelligence and the other half in interpreting ire 

I like to divide "economic warfc.re intellijcnce" into t v : o  cate- 
gories: "strategic economic intci!ig~.nce" end ~'tcctica! economic intel- 
ligence." I kn~: that the very fe-~v and limited texts ~nd m~.nuals we 
have on economic intclli~'ence usually treat it as one c-tecory or 
division of strategic intellijenCeo f~ud it is true that from the view- 
pointof militsry operations econor..2c intelligence is str,~tegic "_nte!!i- 
go.co° 

But in economic warfare, intclliscncc , ilk: military in0olliccnce~ 
may be either strategic or t?ctical. 

Intelligence as to the enemy's natu~ai reso~ces~ manpou~cr, pro- 
ductive capacity; his cconom2c potential, his f'orci~gn trade, }~is 
internal economy, his long-term position, the cconor.J_c estimate of 
the situation, his technological changes, his scientific dcve!opmcnt~ 
-his adoption of substitutes for cr::.tical materials--all this is 
strategic economic warfare int cliiceucco 

But there is a category of tactical cconom±c ~.~arfare intclligcncc. 
An unnavicerted ship is about to leave a noutrc! port; censorship 
reveals an il!cgal financial transaction; ~ member of a ship's crew is 
suspccted of smuggling jc~uel bearings~ a ncutra! trsdcr is shippinc 
to a suspected cloak; an intercepted mcs~age revca!s negotiations 
bc~veen an enemy agent and a neutral firm.° All of this is tactical 
economic v:arf~.rc intelligence. 

You arc familiar ~-[-~h the open sources of economic intel!igcnce in 
pcacctime: our diplomatic cad consular represcntptives, special 
missions, scientific foundations, internation~l orgcniz~tions, the 
foreign press, foreign broadc.~sts, foreign publications, our com~crcia! 
firms engaged in foreign trade~ try.de associations, travelers, cad 
displaced persons ~ 

In addition to these, in wartime, ~,r.c h~vc: c" ~ ~"~ ,~n~or~. _p ~leeni.ngs, 
intercepted mess~[es, intcrro~,~tlon o.f prisoners of vmr, refugees and 
neutral trr.vclers, a.u@ cspionage~ 

Scientific laboratories, not tmliko some of the FBI crime detec- 
tion equipment and usin~ sirE!ar techniques, cnab!c us to toll the 
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source of materials--of the natural ~bers, of s$'nthe'tic =,_b ..... in 
~n4 the metn]_Ivr~ ~ of arms ."nd the case of clothing rnd .unifcrms~ .... 

equipment. Then we can kno"~- ~:~hrt shortages rre oressin C tt.e enemy 

and v~.hat substitutes he is using. 

This disclosure of substitutes is important. The Allies s'~y 
they did not overestimate the effectiveness of their economic war- 
fare m~sures in the war, but they ,~i ~,.~ ~ ~m~Jeresi, im~te the ene,nv~s..~ 
~ourcefulness in the adoption of substitutes~ It is necessary to. 
discover th~so substitutes es soon as possible r~J shift the attack 
to them. 

As Dr. Luther Gulick says in his excellent little ~ook 
"Administrative {~eflections of 7~orld .far II," 

"(I) The resources are str~_.ct~,f lir~dt~,d in any r.mr o...~+~-*-'a~-~ 
under eac'h cf.tegoz~j. 'The n~nber of a'~ult :<ca and.r.'omen is 
strictly limited; the supply of coal or petroleum or timber 
is restricted; the factories and tools arc generally short; 

~-~,~: .... ~.', Of food; and o~_~.,t~f_(, t h e r e  i s  s e l d o m  a ~ . . . . . . . . . . . . . . . . . . .  .., ~ ' ~ , - ~  • 4 . 

kno,,vled5¢-' ~d kno~,:-ho~.,," are scrrce. E~ch of these resources 
has its limits, limits ~,~hich must be taken into ~ccount in 
v;aglng v,'ar~ r.~d p l a n n i n ~  offensive or @el~r~o_A,e actions 

"(2) Hov,'ever, these rescurces are extensively ~intcrmut~blc~ 
that is they can be ci~anged from one into another v.hen this 
is cssentialo For example, a short~•g~ of petroleum c~n be 
made up <:ith the distillation of coal; a sho~t~¢,~_ ..~. of rubber 
can be ~mde up v~_th polymerization ,of petroleum; a short.s.£<e 
of cotton can be made ¢o,.0. :;ibh ~voo.J. fi~r~:; a shortage cf 
nitrates from mines can b,.~ s.olv~ t~moush ~-!~ctric~i fixation 
of the air; a sh'ort~ge of ships can be made up b7 th~ use of 
steel, shipyards and manpo'~,rcr; a lack of foo¢~ c~n b~ overcome 
v,ith fertilizer, manpev;¢r b and far:.~, tocls~ or :,:ith th.~ use of 
ships~ or ev.-n r,,'ith chemical tr:~atment of :';cod. 

"(3) Uhile limited rc~so~c,~s are tbns extensively int,~rmn-~ab!e, 
rotor things are necessary for tb~ int<rc{an~o i.n tit... ~ cf v:ar, 
These are comparative surpluses in certsin c~t~eri6s; tech- 
nclof.:ical and administrative kne-.~-ho~;; manpo~'~er; ,?n':i time., 
In other words, the conversion-from oil or eoaJ. to rubber 
cannot be made unless a nation has coal or oil a.qd manoov,-er 
v:hich c.~n bc spared, adr~inistrrtive, skill, practice! knov...'i:~d~.'e 
on no'~'; to proceed and ~iLnC ~o ,]o the j _;~ 

"(4) In a pro!on.~ed 'total ~.~.mr' t!-c mr,-uf~ct~:.r~ ¢~f substitutes 
• ~l~ ~ ~ in not only uses men ~nd tl.me, b~t cr~ct.cs .~.a.v ~.~ort.~.e~s new 
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directions. The only resource ! can the.n,, of ~,,rhich was in aSe- 
quate supply ever$a~.:here v,'as air' Thus~ the calculus of ~,'.:ar has 
become the computation of the probable ma. ~mnal utility of inter- 
mutable national resources ~.~rithin the compulsions of an imperious 
time-table. The final elements in this celculus are manpo',ver 
and time." 

In addition to the foregoing ~.vbich ~d.ght be classified as strategic 
economic intelligenc% there is the tactical intelligence of day to day 
movements and events. 

Visualize if you can the Intel__li$~ence Office in an Economic .~..- 
fare Agency ~'ith thousands of intercepted messages coming in daily, 
with information as to movement of skips, v:ith extracts from the 
censorship, ~,~ith inform~tion from the consular representatives, all 
coming into a unit v:orking 24 hours a day. This I like to think of 
as tactical economic warfare intelli~ence. On the basis of this 
tactical intelli£~ence, instructions are sent to the Na~-g to intercept 
a ship, to the Black-list Committee proposing a new name for the 
dubious honor of being on thet ~+ '~ ~ .I f~ .... , to the ~. e~,sv~ to block the ..~anos 
in certain accounts, to Customs to seize certain shipments or revoke 
certain licenses, to the Stote Department to make representations to 
a neutral government regarding alleged re-exports to the enemy, to 
the Air Forces regarding concentration of strategic materials at 
certain points, and so on. 

CCI[PARISO~,~ oF BRITISH A],D AT(EPICAN OP, GA~,.~ZATIONS 

A comparison of the British and Americ,?n organizations may be 
helpful. Great Britain has led in the study and development of the 
techniques of the blockade and of economic v:arfrre. Economic v:arfare 
has been her strategy, historically and trcditiona!ly. The role of 
economic r:arfrre in the grrnd str~te~,~ had been studied in the 
Lmperial Defense College from 1926 to the outbreak of the vm.r~ The 
British Handbook of Economic i~Jarfare is r model for -.ntei!igent plan- 
ning. And unlike ourselves they implemented tkeir plans on !.I-day, 
The draft legislation in the H~ndbook ~.vrs enacted on 2 ~ ..... ~ ~-~- o~ ~mo ~r 1939 
v:ithouta chrnge and the Yinistry of Econor~c U:brf~rc sprang into being 
and into action. 

You may ~vant to note that, org~nization-~vis% Britain made no 
distinction betv,'een dom~cstic and foreign procurement They ~:ere both 
handled by the supply ministries° In the United States ~'e handled 
foreign procurcment~ bot£~, for our o~.~ supply and .for preclusive bu~_ng 
in the same agency. In oth~;r r:ords, the 2ritish drev: the jurisdic- 
tional line bet~vcen their o~m supply and blockade of the enemy° Vie 
drer: it bet~vccn our domestic and foreign operations~ regrrdlcss of 
"i~heth<~r our procurement v:as for our o~..m requirements or to preclude 
th(~ enemy from procuring it. 

I0 

i ~ ~ ~~' .... =--~'' ~- ....... ~='~ i l ~ ~i~ <,5/ii i',., ~''~ '~'"' ~ 



' i yT ' ,  ~7 ' ?  F':3 ~ : ; - , "  ' .  -"",  F. . ' . .F:~q- ' - ,  "." . - - }  ' " - -~ .. 

~. ~ '  ,',.w ._.~ 

It was not ~mnatural for us to link our own foreign sup~ily and 
enemy blockade in one organization~ that is, to group togetiucr all our 
foreign economic operations and to drawthe jurisdict$cna], line 
beb.veen domestic and foreign sctiv~.tieso It was equally nat,:tel.for 
the British to ignore the distinction between the foreign end domestic 
nature of operetions end draw t!~e line bct~':een their ov,m supply and 
denial of the enemy. 

This difference in approach reflects the difference :Ln the ccono~.es 
r~s~cco.~.v~ roles in and foreign relations of the ~..,vo nations end their ~ F ~'" ~ 

the war; Britain, the sea power, thinking in terms of blockade of the 
enemy~ Britain, the world trs.der, whosc foreign trade is so definitely 
a p~rt of Britain's daily domestic life. ~-D:ereas we in the United States 
more nearly self-sufficicnt, think of foreign trr.de as something apart 
from our normal daily li.ves, and of foreign trade in wartime as a 
means of stockpiling and supplying our deficiencics. 

Great Britain used the blockade as ~.~'-~-~.~,. as lq4o. " when E~.,.~.~,~:" -"~ ~ III, 
~,~.oln~ war against France, issued an ordinance stating +~ ''~ 
foreign vessel w2wich tries to .rater a French nort sha].l be seized and 
burned ~" 

Writers and speakers on economic warfare are fond of quoting 
Qucen Elizabeth's proclamation of 1601, ~d'ter recounting ths crimes 
of the Spaniards and pointing out that thc.~r ~.:cre deDe_~dent on neutral 
supplics to carry on the war, the Queen proclaimed: 

"The stopping~ hindrancc, end impcachin5 of all cor~nercc and 
tr~ffick :~_th b.im in his territories of Spain and Portuga!l 
will quickly~ in likelihood~ 2iw~ an end to these bloudie and 
unnaturall rmrres, "<:hich disturb the gcn~ra!l pc occ and quiet 
of all these prrts of C~-istendomc." 

'~v'~'~e~" etCo The English Note the spelling: " bloudie", , .... , 
alv.,'ays w o r e  bed s p e ! l u r s o  TE:cy s t ' . l l  c a n T t  s p e l l  "a luminum" ~nd 
"labour"~ -~ ~ many- other words° 

The word "blockade" is used in throe different me~.nings--the 
lega!~ the popular, and the figurative° Blockade~ in the legal mc.~ning 
and strict sense, means the plccin C of s ship or si~ips outside an enemy 
port so that no vessel can snter or l~.~vc w~_thout b~_n~ ~nter~e;~tcd. It 
must be a close block.~de, it must be adequate and effective~ it must 
be declared. It must not bJ confused -;:it h the interccotion of contra- 
band on the high seas. It may s~prisc you to kno:v th~.t Great Britain 
did not declare a b!ock~de in this legal m.c~.n_ng in tl~.e recent wc-r or 
in World ~'~ ,,.~.r !° 

i i  
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Then there is the popular meaning of blockade, wbJ_ch is the 
interception of contraband. Form~rly, contraband was limited !~rgg!y 
to munitions of war. ;Then there ~-¢ss a cate:zory of "conditional contra- 
band~" such thin~s es ~&ght haw~ b<-en declared contr.~band~ in the 
concept of total v:ar, all supplies destined u]timately f.or the enemy 
are regarded as contraband. 

Then there is the figurative meaning of blockade: the denial of 
materials to thc enemy by any means--interception, preclusive bu)~J.n~ 
export licensinc~ black-listing, control of shipping~ financial co]-~tols, 
attack on ind~strial targets--in short, all .measures for injuring t}~e 
enemy's econor:v. In this broad and figurative meaning, "blockade" is 
synonymous with "econon~c warfare." 

For centuries Britain, as a groat maritime po~,:er, has relied 
on the blockade in the ]egal, the popular~ or the figurctivc mooching, 
as the backbone of its strategy° The United States has been the 
great advocate of freedom of the seas. In both !Vorld ~:rars, before 
o~m entry into them, we protested vigorousl~, ~ a$fainst the interference 
with our rights as neutrals by both belligerents° But our ultimate 
participation in blockade and ccono~.ic warf,~re amounts to a ronu~cla" 
tion of our fo~ner position~ The concept of neutrality, in fact~ is 
inconsistent with the concept of collective responsibility for the 
prescrvction of the peace° U~e can't say vrc arc going to be neutral and 
at the same time say v;e are going to join in enforcing the pe~:.ceo 

Our economic warf,re is b,-sed on the British experience. V-ulnerab!( 
to it by reason of her insular position, and powerful in it for a 
century be reason of. the British Na'~£~ econbmic :,-arfare has been the 
basis of her grand strateg~ in all her wars~ ~,~ost of the precedents, 
most of the techniques~ most of the terminology is English, Lconon<c 
v:arfare is as ~nglish in its orijin ~s Common Law P!cadin~ or the 
English !anzuage. 

If you don tt like this, think of our Ccnadian neighbors~ The5 ~ 
must live in P~nerica and speak English. Her;ever, their can drink 
Canadian whiskey, snd in doinz so c~n drink Canada d~. 

All of this is not to say th~.t the United Stores did not play an 
important part, cvon the major role, in economic warfare i:~ both 
World l~9.rs. As I said , .the navicert vras dcvis,-~d by on American 
although developed and applied by the British, and in the control of 
the exports of this arscnal of dumocrccy and in o~:r preclusive buying-- 
robbit skins an4 all--we played the dominant role~ 

N~.,r to stLr::~arize the measures of economic :;erfare: 

12 

','j'~ y,~ ~3 ~ ~ ~T~ ~ ;~:~".~-~-~ ~- 



: . ~ ' . . ~ -  ~ - . . 2  ~ / [ "  . ,  " _ : : , ~  .,. ".~ 

g:,.,; ¢ ~. ÷ ' .  

I. ~ffe seek to stop the goods at the source by control of our ovm 
exports and the exports cf allies and friendly neu-trals~ war trade 
agreements wit~ neutrals~ and~ where necessary and. feasib]_e~ pre- 
clusive buying° 

2, If this .fails ~,:e seek to orevent the tra~Jin~ ° for them b~ black- 
iistin~ ,-FusDect traders~ by financis! controls~ and bU a close watch 
on enemy transactions° 

3. But if the goods are produced end ~f they are traded for~ then 
~e seek to prevent t~eir tr~nsport~ ~z control of bunkering, shi~s 
stores~ repair facilities and marine insurance. 

4. ~at if they are produced and if they are traded for ~,~(~, if -the F 
are started on their way~ the Na~ seeks to interceot t~e un.ua~:~.certed 
ship~ the ~mmy and the Air Force to attack the transport of s~ch 
strategic materials as do get through or to bomb the factories that 
supply substitutes. 

That is economic warfare from e~ort control to strategic bombing, 

~O,.,..~.~T. Colonel Clabaugh, I don't want to .-'sk a question. I just 
v,:ant to make a comment on British spellin~. Honor and labor .,~rc of 
litt-_e value uriess you are s pert o£ it so ~:~aybe that is ~,~:by ~:e use 
"u" in labour and honour. 

QU,!.ST.2CN: I am -,:onderinc, Co!onci C!sbaugh~ whether thc principles 
of war cor,~onl~T taught and accepted in our military institutions aEcp!y 
v.,~ith equal force to economic v;arfarc~ In reflecting for a moment on the 
state of affairs nov. com~-only called "cold v:ar~" it looks as f-f ~,~e are 
in a sort of economic vcarfsreo It appears that ,,::e have been compelled 
to take one count.or-de.f <;naive measure after another. Being a nation 
committed in t~mes of peace to non~gcression, it puts us in s rather 
disadvantageous position, in that ",:e don't tskc the offensive neces- 
sarily. I am v:onderin~ whether~ if economic v:erf~re is the mode and 
fashion for the fro poles of po~,vcr~ ",,'c can ever have any peace~ and~ 
if not~ just when vrc should apply nonmilitsr~z measures of economic 
~var far e ? 

COLONEL CLABAUGH: Specking of the different use of termE~ there 
are those '.,'he t~-ink of economic v..'arf~re in t"J~ time aspect as some-- 
thing precedin~ miiit,ery ;-;nrfrreo I do not~ and we h~ve not }:ere in the 
College dealt v.'ith it in thnt ":,-ay. Vie in tbc milit,~,ry ~re thinking 
of economic ~arf~rc as w~rferc~ as b~.in~ a ~rt of war. For n lon~ 
time, of course~ there hove bean the advocates of economic sanctions 
in peace--sanctions b~7 an indivi6ual nation or co!icctive sanctions~ 
The record of the effectiveness of sanctions is not too impressive~ 
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Yet it is true that had economic sanctions ~,~<~c~,. annlied. _ fullz~ and 
eompletely~ as was contemplated~ by a strong v<orld orzr.nization, it 
~.~oh~ have prewmted war° 

1,7o know that economic sanctions azainst ~reat powers, or sanctions 
and reprisals as between great powers, can be effective only to the 
extent of the force ;,~ith which they ere backed up~ You can't start 
choking a man unless you are prepared to make a C~ood job of it, 
He might not like the choking process. So economic sanctions will be 
effective if the~ are backed by suocrior force. It is for that reason 
you hear a great deal about why we shipped scrap iron, steel, ~nd oetrole 
products to Japan cs lono~ as we did. L~. Acheson said in ~, very exee!len 
documentary film sometime ago that it was because v:e v:ere not ready 
to apply the s~nctions and risk thu consequences of war et that time~, 

QUESTIO}!: 17ilI you discuss the direct ~nd indirect use of 
propaganda in ~ ~" conn<~c~.on with economic v:arf~re? 

COLO.~!EL C!ABAUGH: Generally the use of F.ropag~nda in war is a 
part of ps)"cholosical warfere. 9.s I rttem-ot:~d to point out, economic 
vmrf~ro does employ psychological vreapons as ,.;,~ell as military weapons° 
Psychological warf,~re could bc directed to slo',~" up production in enemy 
terrLtory. That would them put the usa of psychological warfare to an 
economic warfere objective. The interpretation of our nosition as con- 
tained in the "white papers," and so forth, has ~eined support for trade 
policies and economic warfrre purposcs~ 

QUESTIOn,:: In ordinsry ~,;ar we think of offense and defense. Is 
there such a broakdo,,'m for ~conorric warf~ro--whc.t you call strictly 
economic warfare--and, if so~ r:hat is it? 

COLO];EL CLABAUGH: Some of you may have r.~ada w~ry oxcel!ent 
article by Professor Abbott of Harvard on cconomAc zarfsre, "The 
Attack and the Defense," I..'bny peopl-, re~erd offensive economic 
warfrre as an attack on the enemyvs economy and defensive economic 
warfare as our o~'m efforts to resist the .anemic's attack on us or 
to prepare ourselves _~or the w~.r effort. It is an entirely !o~ical 
concept, but for practical purposes defensive uecnomic ~.varf~re is rs 
broad a term cs our whole economic mobilization~ " I-~o~: ~.re we goin~ to 
resist the enemy's cutting off our supplies? ~:~hY~ ~ stockpiling; by 
inc~-cased productive f~ci!ities- ,rnd by inc:'eascd )production. So it 
becomes then s~ongq~.ous ~.~.~th the ~"hole economy of the ?:or ~nd has no 
particulsr meaning, r~nd l~:cvcs us without a ~'ord for the specific' 
thing we ere talking about. 

Now I do like to think of ~ lirr.itcd phrse of defensive econo~.~Lic 
warfare. It would be counter-economic-:rarfrre, it serums to me--the 
study of the ener...yTs economic wr.rf<re r grinst ~'.s. ~,~ an i!lustrrtion~ 
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~,;hen the Bismarck was discovered and sunk, it was said to b,: zoi-~s be 
attack the cryolite mines in Greenland, If so~ it would have been a 
part of defensive economic warfare to bear in mind the im:.'.ortT.r.ce those 
mines end their vulnerability° 

QUESTIOF: Economic v:arfare presents quite difficult problcns tvhcn 
dealing v~th a neutral that may become an allyo I vrondcr if you could 
tell me how the foreign relations side of it is tied up in the 
American organization? 

T a v • - COLOLTEL C~ABAUGH: . . . . . . . .  ~ would :c+he ~ tell you he':: it is tzea ~_ in 
the British organization, in the case of the British, the Foreign 
Office . . . . .  . . . . . . . . . . . .  " dc=cgrtcd to the 7.{inistr Z of Economic '.".'~ . . . .  the ant:].re re- 
sponsibility for the nc~otiation of neutral trade ,.-'grecmentso In this 
country the State Departucnt retained control of policy° T}~..~ Foreign 
Economic Administration carried outthe activities under policies 
established by the State Departr'cnto "..'.re used an interdepartmental 
mechanism ~:nd technique. 

QUESTION: Could you say ~ -::c.rd abo~,~t the difficulties v:hich the 
Board of EconorXc ]Tarf.?re and the Zbitish ;,Znistry of Economic hhrfcre 
had~ loo]cing at it from an org=nizational point of vicw~ d<ming the 

o~es ..... t'...;o allies that ned to kava vmr? In other words, thc United ~ ' ÷ - ~ ~  ' ~  

a com~on policy for their econor,.ic ~':arf,~rc m~asurcso The United St: tcs 
superimposed its Board on the British )Xnistry bc'couss the British had 
their orgnnization first° Lookin C into the future, I ::,--..s ~.:o:._tderin/ if 
you had any vic~':s on the intcrallied coordination of the org<nization 
of econondc v:arfcrc bct,,vcen t,,To cilies? 

COLONEL CLABAUGH: i:,"hen you ask what v:crc the organizational 
difficulties in the combined ocon~,mic :mgf.~re operat,i.ons~ :.,.y .:,ns~:;cr 
~-:ould be that there :..'ece none th~,t i saw~ You see~ ~-~n befo]~e .we 
got into the ~::ar, we were coordin~-ti{g much of our policy -..::iti:~ the 
British )[inistry of Econo.%ic ~::arfareo I think our export controls 
were adopted in July 1940. Then~ after :,;e cot into the v:ar~ we 
csteb!ished an Economic 7/e.rfare Department in our !hbassy in London~ 
It worked very closely with your ~..Xnis%ry of Ec:momic i,;~arf~.rc,, ~h:.pre- 
sentativcs of that division served on combined com'r.ittces--F~xport Com- 
~ittee, Permits Cor~.ittec~ and others° 

I think a!licd org-nization is trc-uend:'usly inport~nt in com- 
bined operations. It is cv~.n more important in econ<mic v:,~rfare than 
it is in p.~litary v:srf,~e becai~se in ::i!itary v..~rf,~rc t~_,-~ o r<ro spccific 
c~r.pnigns and objectives, ~:heroas in econonic v:arf~re it is t h . e  sane 
materials~ the same g!obc! sources ":f s<pp!Zr , the s,7.me strategy th~'.t 
is being applied. Combined cp(;rntions must bc closely coordinated, 
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In the case of the black list, as ! said, the 9ritish had on their 
list largely people in the European neutral ccuntrieso Ours cont~.ined 
largely people in the Latin ~eriean countries~ people suspected of 
dealing :;~ith the enemy. ]~lhen we came into the ~.~ar, when a name was 
added to one list, it was automatically added to the other also. There 
was al~,ays close coordination. 

I~[{. BUTTS: I think~ Colonel Clabaugh, that will be all for this 
morning, Thank you; sir, 

(26 Y.,ay 1949--750)So 
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APPE,;,~ IX 

MAJOR i~(EAYJRES OF ECOi[O!.]IC ,}~A!hVARE 

N'O?,%TTT.TTAD ~," ~.':F~o,J R~,S 

Export Licensing 
Conservation of critical materials 
Limitation of exports to a potential enemy 
Prohibition of exports that might reach enemy 
Implementing economic oressures 

Trade Agreements v,,ith Neutrals 
Import quota restrictions 
Enemy trade restrictions 

Shipping Control 
Navlcerts (cargo) 
Ship navicerts (voyage) 
Ship's warrants (bunkers-repairs-ins~rance) 

Control of Smuggling 

Black-listing 

Preclusive Bus,ing 

Financial Neasures 
Financial pressures 
Foreign ~unds and pro.oertv control 

Control of Enemy Exports 

Counter Safe Haven !!easures 

Other Non~.ilitary i..~easures 

k-L± z A-,~ Z.'EA~JRES 

Disruption and Destruction of Enemy Transport 
Air and naval surface patrols and blockade 
Commerce raiders 
Submarine war far e 
,~,~nin~ operations 
Bo~J.oin~ of vital transportation targets 
Capture of strategic ~ ~ ~a ~ ,~ t~ ~ns~.,or ~ ~on ~-:stcways 
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Disruption and Destruction of Ememy Industrial Po~er 
Strategic bombing of key industrial targets 
Sabotage 
Other me~s~'es 
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