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TO  : Chief, Foreign Divisiop, M ' oxTe: 1+ Jenuary 1952

FROM : Chief of Station, Karlsruhe T

SUBJECT: GENEgAL— Operational . 4 t\)ﬁ :|
SPECIFIC— USAGE . _ T _ | v‘)D ‘
Reference: -1.1.1.90, mm-eohl, MASA-1030 ' S -

1.7 Dmlopments in the USAGE opera.tions over the past thrée months |
bave caused us to hold up réply to your MGKW-111§0 wntil comments were ‘
received from the Austrian station end it was possible to discuss the
matter here with I 1. We have receiVed MASA-1030, outlining the posi-
tion of the Austrian station; C 1 'has returhed, and the 31 December
deadline date Por final assessment of USAGE has now been reached. The 1

" purpose of this dispatch, therefore, 1s to point out what has been
accomplished thus far and to record our recommendations for. the future.
Whethér these recommendations meet with your approval or not, it is hoped
‘that some definite and positive decision will result which can be imple-
mented at the ea.rliest practicable date. .

2. To begin, our comments -on the various pe.ra.graphs in M}Kw-ll190
follow:

‘ a. Par, 1% '!GRIIESONE\ is the proper agency to hand.le (USAGE),
but dependent on transfer of GRUESOME to ZACABIN". When will this occur?
We feel that if such-transfer is not effected in the near future, it will -
only result in further vacillation and indecision on the ultimate disposi-
tion of USAGE. Further, we are inclined to agree to a great extent wi%th
the objections by the Austrian station to GRUESOMB handling of USAGE as J

‘expressed in par. 3, MASA-1030, and to these add our own comments that no
one presently on the GRUESOME staff except Clarence FoIey is now duthorized
to read the ektensive ZACABIN files on USAGE operations.  Rewriting of these
could not be staffed by POB, nor, probably, by the Austria.n station.

. 5. (1) Par? 2 - "USAGE has survived various’ assessment periods
and various deadlines never enforced". Trua, bBut due, In large part, to
our previous inability to provide a final assessment based on divergent
requirements and views of customer agencies., We feel that we have reached
the &nd of these assessment periods, and make a fifial recommendatiocn of .
transfer to SOB. We did reach the end of the latest deadline given USAGE
for Hungarian operations, and enforced it by-withdrawing fina.ncia.l support
‘on 1 Noveuber, prior to receipt of your MGKA-~11190, ,
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- 7 (2) Par. 2 - "Satellite success has been meager. June-
July-August, 2 CSR reports, of value, but from complex which USAGE
quite probably does not and will not contrdl”. During sept.-Oct- ~
Nov. this operation has produced 26 reports (info reports, documents,
photos, materials, etc. ) gained as a result of four successful courier
trips ifito CSR and return. “What appears to be a good possibility for
establishing a permanent residentura within™CSR is now being explored.
As for contTol, USAGE has procured from this CSR gfoup PRQ's, photos,"
fingerprints and signatures. He is kept continuously informed of RFE,
ZACACTUS, and other intelligence approaches to this group. This, plus
the ZACACTUS support of Bjéla Legla radio which this group has gdined,

.ostensibly through USAGE, seem to indicate to us that USAGE has shown -

more control over this group than has been mainta.ined previously by

.
-~ - ~
-

Ce Pe.r. 3- USAGE's Porte has been his inmense accwmﬂated

‘kmowledge of Austriins involied in intelligénce peddling « « o+ o ¢ «

1f asked to drop his attempts to procure positive intelligence, his ~
show, If properly controlled, may wéll complement and protect the positive
efforts of GRUESOME"., His forte has been not only this, but also his
ability to Penetrate and gain knowledge of U. S. and other I. 8. activ-
ities in Austria, including ZACACTUS, ZIPPER and SOB. For this reason
we feel it would be préferablé to have SOB control him rather than ~
GRUESOME, ‘which at present disseminates its reports™to G=2 USFA, unléss,
of course, GRUESOME becomes part of ZACABIN and this dissemination is-
changed. However, since USAGE probebly has the connections é&nd Ea.pa.-
bilitiés to ma.Intain these penetrations in any event, thére seems to be
no reason per Se td condition their continuance or expa.nsion upon
dropping of his positive operations.

d. (1) csROperation

- : We .feel that 1t is not fow too early to say that USAGE bas
something here which at least mérits further exploration. This w€& base
on production stemming from this operation (plius Wash. evaluation so
far received); apparently genuine courier trips, and the informdl
estimate of . L -2 of MOB that the operation appears ‘sound.

- Incidentally, MOB( ©« 3 )and S0B (L 1) bave béén kept informed

and consulted on ‘this operation. JOB, Which had access to the en¥ire -

_"‘wACO ‘project files but ghowed no interest, was not included™in discus-

sions principally because their principe.l groip ( OKAPI), is in diemetric _
opposition to the USAGE ( Bjela Légia) Slovaks. The decision to include -

.or exclude GRUESOME in these talks, we felt was a matter for SOB t0
' Tesolve. .The fact tha® GRUESOME is not yet a part of _ZACABAL, plus reasons
- get ddwn above and those advanced in MASA~1030 probably accotnt for non-

inclusion of GRUESOME in either specific or general USAGE discussions. ’
We have secured a copy of the CIC report # R-1312-51 on the Bjela lLegie,
end [ J has been consulted on some of the persons mentioned.

C 3 4is also quite familiar with many of the persons forming part of

this group. His knowledge along with that of [ J» has been called upon
and made use of by [ 4

(2) Hungary - {\QL




‘5ix months, and now has present on the SOB staff [ =N
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" As pointed out in2bp (1) a.bove , financial gupport was

' terminated for the Hungaria.n operation on 1 November. Your vexation

at the lack of succeds of this operation is certainly understandable,
and, indedd, reflects the frustration USAGE' eXpresses and we keenly
f_eel. Despiﬁe withdrawal of funds, USAGE insists he will continugé to~
attempt to establish a going operation into Htmgaxy, and if success is
achieved, agein’ present the operation, much a8 he did with the CSR show.
If, in addition, for possible future use by us, or by way of partial
recompense for money expended,  true namés and biographical data of all
Persomnel involved are desired, USAGE Is. willing o continue to gathe?
game - at no additional costs, of course.” In this commnection; cC a
and L a1 ‘have expressed’ interest in certa.in persons used in
the now definct H\mgaria.n opera.tion. ' -

(3) _pera.tion SINGER

.
- -~

As reported in MGLA-8S52 this operation was drdpped by

'USAGE after the three month trial period failed to produce sufficient

returns to Justify continuance.

(h) KOSSAREV case

. Betfer, and perha.ps luck:.er, file tracing on our part
would have .expoged the key figure, "KOSTUCHENKO, as & shady: character
and averfed. this aptly terméd “"fiasco", wherein Van Cutsem, USAGE and_
ourselves were quite obviously taken, we for a sum of 500 DM.

(5) GAVRIIDV ca.se

-~ -~ -

- We are preparing a pe.per on this case; A e.lso t\rmed ap by‘
Fathef Van CUTSEM, which after a number of weakly explained delays,
begins to take on the appearance of an'RIS confusion operation. However,
this operation is not, nor was it”evef, financed, and we feel reasonably.
certain that no one employed by us has been blown. As no costs are
involved, and defectors are currently such a primary target, we can do
1little else than await future developments. Our only~ committments in
this case are ‘bo receive the body if and uhen he comes out. K

3. The sentiments expressed in pe.ra. L~are certainly modt sound
.Ln principle and in fact and ones which we most heartily endorse.  That
the takeover agency must be familiar with USAGE's history could not be
truer.” We therefore féel, that becausé SOB has been kept informed of
USAGE's operations , hag recéived copies of &1l reports for a period f

who ig alsé familiar with USAGE from ¥he Washington side, SOB is the
logical base fo handle USAGE.” It does no% appear to us tha.t GRUESOME _

- cen match these qualifications. “As far s the takeover agency becoming

otherwisé bogged down in a series of "assessment periods" and grandoise

- sChemes", we'again feel That with SOB &s the takeover agency this danger
18 precluded, since a8 stated, SOB has been fully included in this

current and findl assessment period




- - -

- There have béen, since this period started, and there should be
no "grandiose schemeés" in the J.nnnediate or distant future, depending,
of course upon the successor agency's adhering to the rigid policy of
abplying ZACABIN regulations which & 1 has imposed and enforced
most stringently since taking over USAGE on & full-time case officer
basis. In this regard it should be pointed out that USAGE has responded
with "fullest coopération, speed and understanding. Certainly, when one
looks at the PRQ's submitted, with real names, photOgraph-signature- -
fingerprint cards, plus operational”detdils and this in addition to pro-
duction, one must conclude that this Ilast "assessment" pefiod has been

- & profitable one, and at least sd it séems.to’us at POB, should be °

sufficient to precipitate a decision es to disposition of USAGE. As for
guarding‘a.gainst large payrolls for piddling returns and messes of paper

. on” inconsequential aspects, we feel that the takeover agency now finally

has thé advantage 6f good indoctrination of USAGE thru our efforts of

the last few months. His reporting is within the strict framework of
the Project system. We beliéve he knows what we want and expect and what
we do not want nor need. Costs in the CSR operations and in Austrian
activities have been kept from expanding. In the CSR operation they
amount to $457.00 Per month for a total of $1828.00 for the four months
it has'been in existence. ($748.00 of ‘the total has been paid in Czech
crowns, the remsinder in Austrien §hillings.). In Ehat time it has pro-
duced, “as pointed out”above, 26 disseminated réports, operational and”

" administrative reports, and has embraced four successful courier trips

in and out of Slovakia. . - a

With regard to the UJDRUID proposal as originally submitted
by USAGE, we -feel that this should be required reading not only for the’
agency teking him on, but for everyone dealing with Germans or Austrians.
It is significant that our complete rejection of the first proposal
succeeded in reducing ‘the largé nuiber of persons involved to the manage-
able numbér of three; “which was also rejected, for reasons dealing with
theL 1 station.

"k, OQur comments on MGKW-11190 being completed, a summary of the

bases for our recommendation that SOB rather than GRUESOME take gver-
ha.ndllng of USAGE is gset forth as follow's

Ta. GRUESOME cannot at thls time teke over USAGE under the

conditions set forth in MGKW-11190.

b. The end of thé final USAGE déssessment period will 'be
reached 1 _January, and the sooner USAGE is transferred to an Austrian-
based AIS~ agency the better we feel 1t w-ill be for AIS, POB and USAGE's
operatlons per be.

c. SO0B has the double advantage of foreknowledge of USAGE ~
in the form of an ex-Wash. ZIPPER désk man L- 1. on its staff, plus
full msight into the present assessment period.

'd. SOB has more interest than GRUESOME, not only in USAGE's
taping possibilities with respect to intelligence mills, buf also in
his internal Austrian connections, and an understandable desire to con-
trol USAGE penetration of other SOB connmections. : ()\
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or earlier. '( u5,820 AS, 75,000 K& monthly).

' 1y papering bona-ride couriers.

'period started. All findl questions sincé receipt of MKW-9897, MGKW-11190
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5. We feel, therefore, that SOB is the most logIca.l and eui‘l'.a.ble
agency to take over USAGE end his operations. For this purpose we
Fecommend' that SOB name a qualified case officer, (who does fiot know USAGE

'socia]_ly), to begin immediately after 1 February working closely with

C 3 and accompanying (& 1 -on meetings with USAGE. It Is hoped that
this take-Gver period should be accomplished within two months time. In
other words, on 1 February, POB gives up USAGE in principle, and on 1 April
in final a.ctuality _

6 To implement the take-over, _1f approved SOB should be prepared

- to do the following

-

_a- Provide one case officer, beginning immediately, to -

-~

' accompa.ny c ‘1 on weekly meetings with USAGE for a period to two months

(approximately 6 or 7 meetings), or a shorter period, if SOB feels that

- the take-orver can be accomplished within a lesfer time.

b. ' ‘Provide the opera.ting expenses for USAGE beginnd.ng 1 April

c. ~Provide such docmnenta.tion as may be necessary for proper-

' ” 4.  Final decision on the question of continuing supply of-
cigare‘b‘bes and operational gasoline to USAGE should be left to SOB. Be-
cause the support was included in the original agreement with USAGE and
does not a.ppear unredasonsble, and because purchase of gasoline and
cigarettes of the Austrian economy woild involve increased costs, we see
no valid reason here for sr’Bitrary discontinuance if the operations are
Intended to continue. The sooner the above can be put into effect, the
sooner it will aid the SOB case officer psychologically in establishing’
an early and effective liaison with USAGE.

- T. To sum up: ‘ _ . _

- -

a. SOB has been cuf intd &11 USAGE proposals since the presen'b \
have been referred to Washington for decision. All have been or will be
in ZACABIN form. o ’ ' p -

b. The- probability of taking over internal Austria.n opera.tions
being entailed has been recognized and is in fact” welcomed, at least in
& limited degree, by SOB. The performance of this while sloughing off -
the satellite operations can be accomplished by dropping defection opera-
tions and CSR operations depending, especial'ly in cage of the la.tter, on
progress ma.de. .

- ~ —

“c. The possibility of using USAGE to spof a.nd report on other
paper mills in Austria. is being considered by SOB, as well as esta.blishing
possible CI contacts in Sovzone Austria through USAGE's ‘0B opera.tions, “in

_ order to complement SOB's efforts.
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- 4. USAGE's Satellite effoft should be conf:.ned t6 the CSR
Intil such time as it is felt that his operations there are 50lid and
sound.. Any expansion will deépénd on conformity to the-pattern already
set, i.6. ZACABIN regulations, smaell; slow, sound build-up under strict . -
supervision and. control by the successor agency.

e. USAGE's i.ntemal Austria.n show can best be molded by
SOB to serve the proper interests of all parties concerned-in the order
of their proper priority. Incidenta.lly, wé learned from G-2 USFA (see
MGLA=9557) for the first time, that USAGE's OB production is useful and
worthwhile if not voluminous and also that his political and CI report- '
ing is of value.

- L e e -

. 8, In conclusion, tﬁe overa.]_l assessment would not be complete
withou'!; e total: month]y costs for the period 1. July to 31 December 1951. .

Jay 35200 500 - |
" August - © 35,200 - 500 ,
Septamber - 43,300 500 75: N
October - k5,820 575 : 75,000
Novenber 45,820 : 75,000
December 1&5‘,820 - ' T 000 ,
 Totals: ‘ 251,160 2,005 - 300,000 -

-

Approx. totals
converted- to $ 4
@ 30/1L === = $8,372.00
@ 1/1 ~—-=--= = 2,075.00
‘@ 4oo/1 - =-- ?20 00
$ II,197.00

- -

Ba.rring ma jor cha.nges » estimated costs for the next six months
penod will epproximste $10,290. : _ _ , ‘
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