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57. Chief of Station, Heidelberg to Chief, FBM, "Russian Newspaper Attack on
American Intelligence Activities," with attachment, 6 February 1948

SECgET/RELEASE
TO GEWAXYRIMPATCH

A7G-S,31 — stSx
" v 1 A,' -AIR POUCH 

SPECIFY AIR OR SEA POUCH
DISPATCH NO.: 11.1111111..

CONFIDENTIAL

CLASSIFICATION

TO	 : Chief, Foreign Branch "M"
	 DATE: 	 6 FebruarT 1948 

FROM	 Chief of Station, Heidelberg, Germany

SUBJECT: Russian Newspaper Attack on American Intelligence Activities

REF
	

1111■11■1111MIN	 eg..q.z.A/

1. Enclosed article acTeared in the 31 January 1948 issue of
the Tggliche Rundschau, overt Red Army newspaper published daily in
Berlin. The article was reprinted fully or in part by all the Soviet-
licensed newspapers in Berlin, with the exception of the Morgen
and Neue Zeit, 'publications respectively of the LDP' and CDU. It is
being submitted to you in accordance with the request contained in
the last sentence of .lashingtoniMININD. q.41Ale

2. You will note that the writer of the article makes no
distinction between the activities of "Rusty" and those of the group
headed by the former German General GUDERIAN. The latter is super-
vising a project to compile a history of the recent war, under the
auspices of the Army Historical Division. GUDERIAN, to the best of
our knowledge, is not engaged in intelligence gathering activities.

6444
3. The news-agency "Telepress" - alleged source of the article -

is unknown in Berlin journalistic circles. The appropriate inquiries
have been started..

Distribution:

1 - COS
1 - REG
1 - SCB

A COPY

CLASSIFICATION 

CONFIDENTIAL

Env. Repro. Plant • II .  August 47 • 221 SECRET/RELEASE
TO GERMANY ONLY
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57. (Continued)

uderiari' erika- etwolf"-.
• Hainputg, O. Japuar (ADN).—„Amerika-Wen
walf7.? eerier . die .-;Nnchriehlenagentnr
press -des' Nate von SPforten'.gild Agenten, des'

. von . dem ehernaligen Generalobetsten Cud e-
rt an eater der Aufsieht von amerikanischen
Offizieren aufgezogen warden inL.Wi bekannt,
St Guderian each unwidersprochen gebliebenen
lufschluOreichart Nachrichten vs ü âme it
.anisched S tel le n . • beauftragt warden,
en tinter dor Bezeichnung ,.Die Abweb r"
ekannt gewordenen • nazistischen
ienst Cu rekonstruteren . una reektivieren, .
Guderian, der mit seinein'Stebe 'tinter aineri-

kanischem Protektorat von dem in der ameri-
kanischen Besatzungszone •Relegenen Allendorf
sus seine% Netze spinet, konnte, WIG Tele-
press aus — Prag berichtete, biretta mit deli
ersten „ErfOlgen" remer -subversiven Tatigkeit
den amertkantschan Ault; aggebern aufwarten.
•Auf fs-chedhoslowakischem. -Baden
wurden von der t gchechoslowakisaben Sicher-
heitspolizel 15 Personen .verhaftet,:- die sich , ale
Mitglieder des •Ain erik a '.1V e •r o 11' ant-.
puppten.-	 • •

Die Mitglieder der deutsch-amerikanIschen
Spionageorganisation . versuchen In . vielen
Fallen, • so -bertchtet Telepress, - Personae,
deren Bekanntsehaft sie-aemacht haben, durch
phantast'behe :Veriniechungen ..ziiin Manatee
Grenzabertritt in . , die . am &rile en is cli
Besetzun g'az a ne Deutschlands 'zu yen-
'oaken.. - -Vonsden JIIegaJec Einwanderein• war-
den, dance Inforreattaneri • ernreSt. Tellwelse
werden sin far -spezIfische ,AufgaherCgeschult

•und .später nzlt besonderen -Instruktionen in
Unsprungsland aurackneschickt. • •

ho Ausland .11Itt Guderian seine Agenfen
die 'Gesellichaft .„ejesickern", wobei die Agee-

'ten . betettht blelben, durch Ausbreitang antl-•
sawjetischer Propaganda, dUrcli 'FOrderung des
Rassenhasses rind •durch :die::'Bekundting•-elner •
felndiellgen Haltung gegen Jeden -demoltra-
tischen und sozialen Fortschritt bet dreaktio-.
nären glen:enten Synipathien.:..zu- :erwecken.
„Ape Merkmale angewandter Nazipropaganda"„1,
to. stellt Telepiess ..test,. aired im- Si nn e 4
'V 0.11 General-C•laxs Instruktionen
iiber die antikommunistische Kainpagne . in '1
beutechland wiederzuerkennen.

Der „Amerika-Werwolf" amen etch in be-
ion-derer Waiseder Umstedler tied FlÜchtlinge
ass den Oitgebleten an Er versucbt, win
Telepress ; mildet, Einfhid I nut sagenannte
volksdeutsche Vereine in der DopPelfone • an I
gewinnen, urn spátir aus den Ruben der
gliedar dieser Va refree . : seine Agentenkaikere.

• Im ,Stan . .den .,Aniarika-Wenvolf"'Zuderians
neueidings der ehenialtie Kapiianleut-

nantitirgen Wa.ftenb. ergar aufge-
taucht, der taut Telepress: tmilt wIrksarnen I
Empiehlungen van seiten der • Amerikaner" In
Attended .einiraf: Watiennerger 'war neck der

- .Vernichturig del .„G ref SP e Argentinian {'
Interniert, konete ?Mir Hilte • argentlaischer !-
Faschisten bus der. hsterisierungeritwetchen"
'kehrte nach Deutschland knack, warble ..U-Atiot:

.nische .	 • .
Kommnndan

riegsgelapgenschaft,
t and .geriet .schlieBlich in amerika-

K
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58. Memorandum to Helms, "Operation RUSTY," 18 March 1948

• 1 '	 !TMCW02 1.3141 I. 04

0 ce
SECRET/REL

MaRaPer. UNITED STATES GOVERNMENT

TO	 Mr. Riohard HOIMA

BROW : 411110.1110.11111.1111. 	 4ew,e

SUBJECT: Operation RUSTY

DATE: 18 Maroh 1.948

e.e-

• •-•

CI_
1. About two months ago Major General Walsh told 11011111.111..., that,

when he, Walsh, next visits the United states, he is going to raise again the
question of CIA taking over Operation Rusty. He thinks that a mutually satis-
factory arrangement can still be arrived at.

Z. I an of course in no position to give you a considered overall appraisal
of Operation Rusty, although I am certain that most of Sam Hoesard's observations
and strictures are still valid. Lt.Col. DEAN's successor (his nano has escaped
me) is highly thought of as an officer, 'but like his predecessor he ie not an
intelligence man equipped to supervise, oontrol and steer an operation as complex
as Rusty. There is no doubt that Rusty enjoys the unqualified backing of the Army
in Germany. Instructions have gone out to the various CIC Regions enjoining them
not to interfere with the activities of Rusty operatives and, in the Munich area
at least, Rusty is in a pesition of unchallenged ascendancy.

S. I need not laborate on the unorthodox methods applied by Rusty in run-'
ning its operations nor on the value of its 'product. Meyers known to you from
Boseard's study.	 .	 should be in a position to give you an authori-
tative and up-to-date account of Rusty's activities in the Munich area. An inter-
esting sidelight on Rusty's 'recruiting methods is shed by the fact thit they took
Over soie of the intormante dropped by Munich Operations Beef After it had been
conclusively established that the intelligence they furnished was of 'no value
whatsoever. I do not know whether the the' activitips .of Rusty_..
have become-s major issue between ODDI and•thetild
affect our judgment. The' fact is that theallillkstrongiy____Ioreo_____
into their territory, particularly since they believe that Rusty has been pene-
trated by, the Russians. I have, been told that the .	 OSA time ago-put dut
a study, made available to our service, to back up this stand.

4. That the Russians must know something about our using former German staff
and intelligence officers for intelligence purposes is clearly indicated 'by the

--Mlipress reports which were forwarded .to you by Berlin. Although most of those
s kiii6eta Were insecurate in detail, even General Walsh had to admit that they re-
flected serious flaws in the eeourity of Rusty.

5. You are MD doubt aware that a decision on whether CIA should take-over
Rusty has to consider the political implications of sponsoring an organisation
whioh in the opinion of qualified observers constitutes a re-activation of the
German Ahwehr under American aegis. If the Russians have succeeded in pene-
trating Rusty - and considering the many breaches of security that came to our
knowledge recently it is a fair assumption that they have - the political
Implications alone (leaving aside the espionage angle) would come in handy it
the Russians at any time should look for a pretext to provoke a showdown in
Western Germany.

SECRET SECRET/RELEASE
TO GERMANY ONLY

Reverse Blank Secret





3

0.1110}.171.17/7,1,1 •	 -n

r I 	I	 I	 I	 I '	 II	 I 	 II1

Secret
Rel GER

59. Helms to ADSO, "Rusty," 19 March 1948

1,9

SECRET/RELEASE
0 GERMANY ONLY

19 March 1948

MEMORANDUM

TO:	 ADSO

VIA:	 COPS

SUBJECT: Rusty

1.	 I thought you might be intested in the fact that in
a conversation two months ago with General Walsh
stated that when he next visits the United States, he is going
to raise again the question of CIA taking over operation Rusty.
He apparently told 	 that he thought a mutuAlly satisfactory
arrangement could be ar,4w.A

2. According to evidence from Germany, nothing about Rusty
has been altered which would lead US to change the position taken
by us last year. In fact, the reports in the Soviet dominated
press in Germany concerning the use of former German staff and
intelligence officers are such that there is no question that
the Russians know this operation is going on even though they
may have some of the details wrong. Certainly the fact that
so much publicity has been given to this indicates serious flaws
in the security of the operation.

3. Although our men in Germany-have scrupulously followed
your instructions to take A neutral attitude with regard to
Rusty, the activities of that operation are well known to all
our case officers and are a subject of real concern to them,
largely on the grounds of security.

b.	 There is nothing new in the foregoing, but I thought
you would want to be kept up-to-date. •

.RICHIleMS'

SECRET/RELEASE
TO GERMANY ONLY

Reverse Blank
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60. Chief, Foreign Broadcast Information Branch to ADSO, "PRAVDA Report of
US Spy Group in USSR Zone of Occupied Germany," 30 March 1948

DATE; . 30 March 1948

of Occupied Germany 	 TO GERMANY ONLY

The following two articles relative to the above subject have been monitored by
FBIR to date:

PARIS IN FRENCH TO INDO-CHINA at 8:30 A.M., 30 Mardi 1948

"PRAVDA has announced that a Fascist espionage organization has been discovered in
the So-Viet occupation zone in Germany. According to PRAVDA, the organization is
financed by the American intelligence services."

MOSCOW, SOVIET HOME.SERVICE, at 4:00 A.M., 30 March 1948

(Central Press Review) (Excerpts)

"PRAVDA's correspondent reports fromlerlin:"

"'Recently an espionage body was discovered in the Soviet Occupation Zone in Germ".
It was headed by Herbert Pinkert,. formerly . a colonel in the:German'Army and
commander'of . i regiment in the Brandenburg special duties division. On' Pinkettla
.admission he is a member of an illegal . fasolst organization in the Wes:tern 20uS
consisting of officers of the former German . Army who:are'employedhy the.-Americai:'
Intelligence for espionage in the Soviet Zone.

"'According to Pinkert, the center of this organization Was.locatedfirat in
Frankfort on the Main and in the spring of 1947 was transferred to Munieh. It 'Is
.headed by Colonel General Hader, former Chief of Staff of the,GerMan Army. Pinkert
admitted that this illegal fascist organization is subsidized by the American,
intelligence and major German industrialists from whom it receives monthly large

ofz.gictitior • 	 •

"'On several occasions Pinkert illegally entered 'the Soviet' Zone Where he recruited..
officers of the former German Army Whom he knew for the. organization and gave the
American Intelligence information of 'a military, economic, and political nature,
in particular, details about Soviet Army units, airfields, and military commands.'"

SECRET/RELEASE	 Chief,

TO GERMANY ONLY
KESTRICED

TO	 :Assistant Director for Operations

FROM Chief, FBIB

SUBJECT: pRAVDA Report of U.S. Spy Group in USSR Zone SECRET/RELEASE

Reverse Blank 7	 Secret
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61. Chief, FBEB to ADSO, "PRAVDA Report of US Spy Group in USSR Zone of
Occupied Germany," 31 March 1948

ISM ta. el RESTRICTED
k

ce . Memorandum • UNITED STATES GOVERNMENT

II

TO	 : Assistant Director for Operations
	

DATE: 31 March 1948

fR- 57" ZS' 7
4011111110.

Chief, FBIB

SUBJECT: PRAVDA Report of G.S. Spy Group
ussa Zone of Occupied Germany

SECRET/RELEASE
TO GERMANY ONLY

FROM

On 30 March, the Soviet-controlled Berlin audio transmitted (in German to Germany)
a version of the subject PRAVDA article. The Berlin . radio ls.version gave the
following alleged "facts" in addition to those included in the Soviet Home Service
broadcast, reported in memorandum of 30 March 1948 from Chief, RBIS to. Assistant
Director for Operations.

According to the Berlin broadcast, Pinkert (alleged to be head of an American-
financed "espionage body' in the Soviet zone) was recruited intethis.illegal
organization in the summer of 1944 by Bans Erasmus, formerly Chief of Staff of
the "Brandenburg" Division. Pinkert also admitted that it was the task of the
center of this illegal organisation to contact German agents who had been left in
various countries during the war. 'Espionage activities were to be carried out
mainly through Austria and Sweden. Pinkert himself had been repeatedly- in the
Soviet zone by order of Savanna. There he won over to the Organization officers
of the former German armed forces whom he knew personally.. The information given.
to the American. intelligence also included the condition and.productivity;mf
industrial enterprises in Sammy.

•

SECRET/RELEASE
TO GERMANY ONLY

RESTRICTED

Reverse Blank
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62. Chief, Munich Operations Base 4011111M33 to Acting Chief of
Station, Karlsruhe, "Rusty," 7 July 1948

ItY/S FEC RF7 71-
CLASSIFICATION

: Acting Ch	
1948DATE: 	 7 July 

ief of Station, Karlsruhe

: Chief, Munich Operations Base

SUBJECT: GENERAL —

SPECIFIC— Rusty

Attached hereto and forwarded to you is a concise
sumniary on Subject.

Prom: Acting Chief of Station, Karlsruhei. ‘‘s 7..

. l'orwarded per	 Ilpfverbal request.•

2. Transmission was delayed in the hope that similar repor
• from BOB and. EOB could. be forwarded at the same time. A00111111!
they have not yet been received, they will be forwarded cal/ NO,„4 ......
separately as they came in.

TO

FROM

Eng. Repro. Plant • 20 -Oct 47 • 266

SECRET/RELEASE
TO GERMANY ONLY

11 Secret
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62. (Continued)

6
SECRET/RELEA	

$ RET

TO. GERMANY ONLYRUSTY

1. If the ensuing remarks on kRuty cmerations-exid::,at
point to veer away from a purely obljectivT-aTpraiil, please
bear in mind that they are the result of propinquity, arid a con-
stant barrage of denunciations, on the part of MG and influential
Germans,.of the outrageous practices of American Intelligence.

2. Rusty's 'headquarters is located in the outskirts of
Munich at Pullach, in a large caserne once used by CCD. In
.addition to the HQ, approximately 20 houses have been taken over
in, the vicinity of the HQ, which are used by staff and other
personnel. There is a large motor pool, a total of 106 vdhicles
(German licensed, but Army owned) being serviced at present by
Army Ordnance. In Munich, Rusty is known as the 7821st Composite
Group; although their EUCOM designation.ls TIB (Technical
Intelligence Branch), G-2, EUCOM.

• 3. SECURITY. As the result of Rusty's insecure methods of
operating (both 	 the American and German level) the existence,
aims and some'hundreds of_the covert personnel are known to many
OMGB personnel, both American and German, and to an unknown•num-
ber of German officials both in the Bavarian Government and in
the various Bavarian police agencies. .(Insecurity vis-a-vis MG
will be discussed in Para. 5.). • On the German side the following
factors contribute to' Insecurity:

a. Rusty's German agents, when approaching potential
recruits, invariably present documents identifyingthemselves as
working for American Intelligence. The most common is a letter
signed by an American officer stating that the individual is , •
working for TIB. These documents are produced not only for
recruiting, but also to obtaivpecial favors, as a means of
"social adornment", (the term social adornment" was used by an
MG official), and to intimidate American or German	 enforce- -
ment agencies. 	 •

• t>.
- b. Rusty's interference with the normal process of.law,

particularly Denazification and Automatic Arrest'proceedure./
The most flagrant example, which has become a cause celebrOn
Bavaria is Busty's.interventiOn in favor of Fritz 	 who was
head Of the Bavarian Staatsoperette during the Nazi 	 e. A
member of the"NSDAP since 1933 and of the'SA since 1938, Fischer
was a close personal friend of Gauleiter Wagner and 'profited
enormously from the association. • His denunciations of other
Germans to the Gestapo are a matter of record, but a better known
charge is that of rape, for which . Fischer was acquitted as a
result of Wagner's pressure on the courts. ' At that time (circa
1940 ?) public opinion was indignant at which was considered'a
flagrant and Open miscarriage of justice.

'SECRET/RELEASE
TO GERMANY ONLY
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62. (Continued)

•SECRET/RELEAS	 SECRET
TO GERMANY ONLY - 2 _

•

•Fischer was interned in 1945 by CIC as automatic arrestee
and released in 1946 at which time he was recruited by Rusty..
Shortly after this, Fischer was Again arrested on order of the
Spruchkammer to await trial. He was immediately released to
custody of Rusty at request of Capt. Waldman -of that organiza-
tion. On 6 April 1948 Fischer appeared at his trial accompanied
by-one of Rusty's NCOS. At that time (in the .words of AlUnich.
police official)"Fischer's behavior in the Court was insolent
and sarcastic".. On '7 April when Fischer was.to receive sentence
-he did not appear in court. (He was sentenced in 'absentia to'
two years in a labor camp). As his case had already aroused the •

•interest of the press, because of the rape incident, the 'fact •
of his American protection, his tanner • towards.the court and his
absence on the last,day of the trial all were .widely reported in
Munich newspapers, The Spruchkammer in the meantime reported
Fischer as a fugitive 'and an intensive hunt was begun by police
agencies: At this point Capt. Waldman approached Denezification.
Branch, OMGB, demanding that Special Branch reverse the decision
of the SprUchkammer and announced that he would not return ,.
Fischer to German custody. Fischer, he said; was fourth from the
top in the German organization run by Rusty and 'that if he were
to serve his sentence; the "morale of the other key members of
the organization would be greatly injured and the prestige of
American Intelligence towered in their eyes".

The Fischer case was kicked up to (*GUS and the decision
made that Fischer be turned over to the German authorities. .
Fischer now at Dachau, 'has appealed his sentende and the predic-
tion is that at the new trial, a stiffer-sentence:will . be	 -
meted out. • •

.	 •
Cement: The Fischer case has been presented in detail
for fear that a shorter exposition might elicit the view
that "at one time or another All intelligence agencies-
have gone to bat for their men" and that the old .chestnut
of glass houses be referred to.	 a

• Another example of intervention is RUsty's attempt .(which
might prove successful) to re-instate Max -Landrat,of
Kreis Berchtesgaden during the Nazi regime lierlis former post.
In MG's ()Pinion, these two cases, and other' instances not viOrth
reporting here, will have a disastrous effect on German public'
opinion, such as it is.	 . •

•

c. The extremely . careless methods used by Rusty in
requesting services of MG and the Military Post, In various MG
Branches (Manpower, Housing, Transportation,. Intelligence, etc)
there are long lists of Rusty agents for whom services are being
performed. Rusty does not classify the majority of these lists
and as a result they are handled by German employees of MG with
consequent security implications. A more serious ' aspect of this'
practise is the fact that at times individuals are listed whom
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62. (Continued)

SECRET/RELEAS
TO GERMANY.O SECRE1

- 3 -

Rusty is attempting to recruit and'who; although. possibly neveri.
recruited, eretherebrcompromised. An example, of this is).
t: _1 who though openly.critical of Rusty's methods, has been3 .

-approached by Rusty.. As far . as we can determine, Rusty haa	 .
attempted +4,. ovin44,1d : special, favors as an inducement to recruit-j
ment andd 4 r-	 is listed:in an unclassified memo'td.M0
Special Branch; for permission to operate al - car. LI	 is. not
a Rusty agent.

•
' d. •The "free-wheeling" which is indulged in by Rusty's .

agents. The Border Police in particular are astounded at the
freedom of movement and unsupervized activities of Rustyagents.c.	 _1 have repeatedly; and completely unsolicited,

• reportea on tne location of Rusty safe houses; sub-headquarters,
vehicles, and on the identity of agents themselves. When a Rusty •
agent is picked up-for black-marketing in goods or monies (and

. this is often) he imMediately requests to be taken to CIC, who
. are instructed to get in touch with Rusty, and the release is

automatic. All these extracurricular activities', 'which Rusty
admits'are not 'supervised, are passed off as"operational neces-
sity".. CIC is powerless to take any action , and bitterly resents
the fact. .

4. Recruiting Methods. Rusty 3 s recruiting drive is given
impetus by two 'methods:

(1) Impressing potential agents with the high-level
' backing of the organization and

(2) Prodigal . ontlay of money.and supplies. .	 -	 •
• •	 ' The usual .approach of Rusty agents is, as already mentioned,

representing'TIB. This was used when two former Abwehr officers,
and4114k approached the chief of the!Grenzpolizei and

481g/Itglieei organization
  only. 	 chief
	 th:Te;:fs 

the
t

• .	 . Impressed and not recruited, his main-objection having been fear .
for his own security. Another approach, and this is reserved for

.high-level proSpects is to have 7s.ri American . make the initial
contact,- claiming direct ltnes to President Truman and the Pope
(the ecclesiastical touch is somewhat useful in catholic Bavaria).-

-.:12-tecent approach, one which does this organization no good, is
to claim authority from the War Department. This is also used in
contacts by Rusty's American personnel .with various Officeiin.MG
and the Militiry póst with the result that quite often one of our
personnel will, be informed of the fact that the War Department
(MG and the Post make no distinction between-War ' DePartMentand7
War Department Detachment), has put in a-request for a block of
apartments. , and "who the hell do, you think you are to make such a
demand and in such a high-handed manner". The trouble is always
straightened out and the finger always points, at Rusty.- Recently,
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.Vrtz
when	 approached th ccomodations Officer at
the Post for an operational house, e . A0 was rather skeptinfo
of the request until One of his 	 erlings told him that /
was connected with Colonel Baun organization (former A/Swenr "-
officer, chief of . Rusty's German staff) at which point the AO
grudgingly said: "What is it you want this tiT p9" .... .peedless to .
saY l ' the connection was vehemently denied by	 who then
had to produce all his letters of authority Xk-Ortii to obtain
What, in light of Rusty's constant demands; was an.exceedingly
modest requirement. It should be mentioned here that.a few
months ago, at a meeting'of the varlous "security agencies" in
Munich, called by MG to discuss the operational housing problem,
Rusty's representative was a German national. Present were . •
officers from CIC, CID, MIS, and. Intelligence Division, MG:

•	 With regard to. the outlay of money and supplies it need only
be said that Rusty's scale of payment has thrown the.-intelligence
market all out of proportion. Time and again we are faced with
the problem of convincing someone that he should work for
idealistic motives. (and -a reasonable amount of supplies and
money) rather than.for a tempting 200 to 1,000 Dollars a month .
offered by Rusty. It presents a poser when an MaTirctual says:
"Obviously this is a much more powerful and richer organization
than yours'. I've been offered American Dollars, a car, and
travel facilities, and besides, 	 still be:working for the
American Government." The only argument that works•is that of
the security implications end RUsty's weakness in this regard is
well enough known to act as a deterrent to individuals of 'a
sober turn of mind. It is not uncommon Loran individual'who has
a potential net working-into one of the eastern. countries (and
these are a Mite a dozen in Munich) to demand 2,000. Dollars a' .
month for . the running of his operations.- When asked .why-the high
demand they state that they have been Offered that by "TIB",.but
that they prefer snot to Work with . Germans.	 the net appears to
be of.petential use,' . a modest counter-proposal is 'made Which •

usually leadt'to,the r mark:" "Who is gettin	 and IV.--
nego a on a sfa	 ormerAnformant of this	 •

Baie, dropped in 1946 because of low eve] production, was .paid
500 Dollars a 'month by Rusty over . a five-monPh period. He stated
recentl that "I've'nev' ' de such easy money in my.life".

up old reports,
1942_apd 1943, and passed them along to Rusty as current info ! .

reported . tha '	 doctored .. dated

5. The most disturbing feature of Rusty's operational
methods is the effect on MG's attitude towards American Intelli-
gence-in general. The various MG Branches have to. be used' 	 •
frequently by all -security and Intelligence agencies for any num -'
ber of reasons, ie. documentation, housing, car licenses,
tankausweisen, etc. Prior to . Rusty's installation in Munich,
such requests were infrequent, and were honored with a minimum of
delay. At the present time, because Pf.the flood of Rusty's
requests (the word requests is used advisedly) an official stop
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. has been put to documentation, housing and transportation linens-.
ing. Our requests are still being honored but only because of
personal relations built up..with the - various division chiefs.
Inevitably during a conversation with MG officials the question
is asked "What do you think of TIB?" This is countered with
."What do you think?" which leads to lengthy and vociferous
attacks on Rusty's seemingly endless demands for services. The
entire matter has been referred to OMGUS by OMGB and' is being.
discussed . with General Walsh. At the Military Post, the situation
is about the same, except that by EUCOM directive the Post has to
honor all of Rusty .'s requests and any appeal is.looked upon with
disfavor. Any other agency,. lacking this EUCOM carte blanche,
has to scrounge to - obtain the few services necessary to A normal
execution of duties. It must be said that this scrounging ,is'
not without results, however, as the politetse callelifor.
produces an amazingly cooperative• attitude on the part of those
officers ordinarily subjected to Rusty!s consistently high-
pressure tactics.	 •

6. The foregoing is obviously academic since nothing is
known here of the quality of Rusty's.production. It must be
disregarded entirely if Rusty has succeeded in penetrating the
Kremlin. Also, many of the practices referred to above are
indulged in, to a lesser degree, by ether agencies. However,
such practices become dangerous, and have disastrous effects when
carried out practicakly in the public eye, and, as far as can be"
determined, with'a minimum of supervision. The political
implications are obvious, especially in view of Rusty's .i
increasing sphereof activity (a former CIC agent now working
for Rutty claims_ they 'have recently set up a-North African -

- Section).	 -	 -	 -% •

. As Alocal . cynic put it:. "American Intelligence is a rich
blind man using the Abwehr as a seeing-eye dog. Theooly;
trouble is--the leash is much too long".

. • 	'

• 111111111111111111111111M

-;,
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63. Acting Chief, Karlsruhe Operations Base to Chief, FBM, "RUSTY," 19 August 1948

Chief, Foreign Branch or 	 .
Chief of Station, Karlsruhe, Germany

Operational

RUSTY

1. This memorandum will be more In the nature of a
general comment reflecting the consensus of operating per-
sonnel of KOH. The °momenta are of a general. nature Ind. de/
not refloat an intensive attempt to report on the result Of
penetration and consequent extensive knowledge of RUSTY
operations.'

2.. RUSTY name first to the writer's attention in.July
of 1946 when CIC Region VI (Bamberg) 'constantly . ran across
a series of German individuals who claimed to be American 	 .
intelligence agents. CIO at that time was under the impression
that they were our agenti and therefore made -whatever : inforMa
tion they picked up . available to us. We were alao to maintain-
close liaison with CIO and. as a result,. received

whi oh • was at that time". forwarded tn.nut
,•

Germans. : were, 	 to bik .;;. 111 possession nf :typewrit.ten—'■ ,e41.1, 7a -tif . the most a comprehensive sort, •	 uopy.jrof
cured by us „contained the then :Witting • csiimp:pi toE OVA !.042.uGPV.r. The German Indll!idliali$ -.:who:1•14 . .piaeioarAoi of these \

• REV ireere all tOpmep ..Ab.iukr.peogio. Some of the , ageuts
cuisp1,4044rete 55 personnel with known 9& recordo and, iA
moat cases, undes irable people. geUridt'irig l me.thedijUezi ;.
employed were ea loose that Omer Gerken oftleersu and non-
coma were • blindly being :Appiosahed. to work for American -
intelligence in .eapionage aotivity - diretsted sagainst the .USSR..
In the recruitment methods no attention, was •paid to the •
character of the recruits, security, poitical leanings or

-,-.quakity with the' resUlt that many Of the. agents .were blown
almost immediately. Reeruitment taatios included statements
that were of a downright subversive nature, such as obligating

Distribution:
FE11-2
COS
KOH files
Registry

&att staA .61 rt.--r_
SCA	 (RE'	 1-- 1114 2gC7
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the pOtentiaI agents with an oath Of allegiance to e cause
:going .over -and above material advantages. The recruiting
wethods-indicated a highly nationalistic group of Germans..
who oould easily become the nucleouts of serious subversive
activity:against any occupying power. At the same time,'
the distribution of operattonal supplies, money etc. was
so loose and elaborate that the influence on the bleak
market certainly was oonsiderable, arum then 1,038TY actin ty /
has continuously come to our attention. The.leading figurO
in the eterticn have been named repeatedly by such agents
as	 and

- no	 aboutte security	 Fit/STY. We have -repeatedly run
They. have expressed. grave

rose new reoru a w	 eoifioally asked whether or not the
recruitment had anyt tug to do with an organisation quite
easily identified by us as RUSTY. Such oandidatea often
stated that they would not be interested in working for
American -intelligence if it had anything to do wi th this

ration. At	 time	 the arrest of Col. Pinkert by the
C_	 77-Ru-ssitan	 ceased activity until they were

assured that. their operation had nothing to do with RUSTY.

4. The general consensus Is that RUSTY represents a
tightly-knit organisation of former German off Leers, a gotta
mumber of which formerly belonged to the German general staff..
Since they have an effective means of control over their
people throUgh'extensive funds, taoilitiesi:. operational
•supplies. etc., they are in a . posit ion to provide lief° haven
for a good many undesirable .elements from the standpoint of
 future .democratic Germany. 	 .these officers are 	 .

• unable: to rind- 	 Lu the Oirman.abOnomY'..and:,:they- are • '
therefore .able to maintain their :prier standard of living'
'without having .to . put ::uP withHtlta:',;present difficult ies of
.Alte'lin.:Oonquere4 *weeny. Th0y4fe:likeeise
-taiit • theirzee4Iiii. standing as former sittitere and • to continue •

.: Weir OeivatOdi in the military field arid continue • training
along military lines. , The .siantrot.,:if an extensive

:glows net *ekes it ,poeilble.Ifitr'#*444.409.,,ktkjnreata-l'acadre
'activity. The

ter , tha pe rpetuation' et,.''cierwen *floral Stiff • •	 •
" . The" . organisation of RUSTY' make.' iVpossible for

them to continue a closely knit orgeniisatiOns .aghicitt . can be
-expanded at sills These facts are *hewn' tO,leadlneGermen
.people ;who, in American sUpport . of 'this 'Organisation, woe a •

with • What ii announced American policy toward, a
future', Germany.- There is 'Very reason to believe that -
these facits • will be used, not only. in German °trolls but also
by other nations -, to undermine confidence. of the public in
the sincerity of American policy'. This has been expressed by
people well known to us although such expresaions have been
at a Oautious nature for the time-being.

4. Some of Our people have expressed the t'iought that
this operation may have deoided bearing and influence on future
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ican intelligence activity in Oermany.--Sinc0 the thole
operation IS considered Amerioan sponsored, it.is obviously
believed to reflect the attitude of American intelligence
personnel. Highly desirable and reliable people mould not
wish to affiliate themselves with intelligence operations
as long as they are believed-to mean cooperation isith the
type of people described above. The latter are oonsidered
by many German to be militaristic, nationalistic' and at the
bottom of Germany's difficultiee in the past.

411111111i;10110
Acting Chief, NOB

• 111..4	 -•••••• • AI • •	 . • •
• .1
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64. DCI to Chamberlin, 31 August 1948

net SECRET/RELEASE
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Si Al!f3 1948

ifitilORASTAIM FOR: Lieutenant General S. J. Chamberlin
Director of Intelligent*
General staff, U. S. Arsgr

• This manorsvadon iv arittest is ths belief that the information
herewith set forth w;iiy be of use mad interest to you.

Ire are in receipt of the following statement fraa a realiable in-
dividual resisting in this courrtritt

're • • a aortal?* operations the details or which are
not Immo formerly developod out of Oberursel by
ristattb Army Group . 1.0 wet in danger of disintegrating -
cOmpletely ani its velnable resources lost InfLeso
effort is MI140 to pull it together.*

Since this Agency has no operation stitch mould fit this dsocrip,
tic% se assumed that it night refer to the project in Comm lumen as
Ightstr. This baler tends to be anbatentiated trr the faltering lettar
ashiati man Valenti"' received by ltr. Samuel BOallari, 404 at oar
sentatives In Undo* *smithe. gentleman mho st ca ge tine Studied the •
atinattr *operation at tioneral Vandenberee behests

• Veer Uri; Bonen* Ws -aro often spooking about you
and the time you were with us, Tbo MUM wept frequent
onokeleserr boss:Was aosplictiairos awed by a raw • •

dilettentia asnigsawats rn spits of that one finedevelops
wes7 W1 soliOur big bolo told we just woo dors
that car Lim imam o isry ***last tooter of VW shale
oceiroroo Mt there ilge* IMO dangerous points anis* have
to be bezelleti . In the right say to prosy* InoreaRina die- •
appointment end perhaps IL strike of our colones. gamely
I mood *sniper's:A octsioe a* frietid Omeroing certain
business quesLions if possible icon * therefore- I take the
opportunity to invite you and to ask you to moo to us to
11. For some don as soon as you Gan. Plow give bathe
to grits when you will coos". Roping to see you soon.
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The foregoing letter wee dated 29 JOU' 1946 In Born, 9witeetlendsendue tsztoubtedly 'fritters by General von	 sho is the maimGasman after laths uRnatr oPentiou	 stir. &mud hastaken no aotion in response to tho imitation Contained Inths Utter.
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65. Chief of Station. Karlsruhe to Chief, FBM, "RUSTY," 15 October 1948

Sg,C.RET/...:ELEASE
TO

cfstmANY 0AVICIAL DISPAILH

VIA' 	 	
DISPATCH NO.:

SPECIFY AIR OR SEA POUCH

SECRET- CLASSIFICATION

ffigi DATE:
TO	 Chief, Pereign Branch !Mu

FROM	 : Chief of Station, tarlernhe
— ,

SUBJECT: .GENERAL — Operational

SPECIFIC —. RUSTY	 •CgrileA-4:C.61
,

.1. Prior to Mr. 11111111111MMI arrival, reviewed our complete BUSTY file
and discussed the problem with	 and	 We concluded that
for the time being, BUSTY has a future with the Army; that -it should
be penetrated or at.least ,carefully watched and reported upon, and
that we should pay particular attention to its attempts to become
the official German intelligence service. These aspects of the 
°operation were broached, to Mr.fertiffainpon his arrival, and our
most recent reports, including Munich's verbal report that BUSTY is
making enormous headway in penetrating the German load Governments,
were brought to his attention. Mr. 1111111111tinstructed, us to 'begin
our penetration andobservation work. 	 . t:

C-
2. During our discussion of RUSTY witu coionol Schow and Genera], Walsh

on the succeed-I. 	 Kr.	 was asked whether we were assist—
in

 that We certainly were not in that business. *AMIN', 41.
in their °sniping" attempts. Be

explained the substance of a letter he had sent to General Chamberlain
to the apparent relief of both Walsh and Schou. I asked how they
considered BESTI l s Chances as a future German intelligence service. 	 .
Mal& dodged the issue by saying that most of the boys wanted to live
elsewhere in . the world, whereas Sohow admitted that if a German
military establishment were ever permitted, BUSTY would make every .
attempt to associate itself with it. I pointed out that this might
not be too easy politically, since RUSTY is widely known among

, .	 Gorman politicians, many of whom are adverse to 'it, and since the
, A2Ny'Sh :----7411115/Mvill undoubtedly sponsor their ovn German intelligence service -

possibly something growing out of the present VD Oat Bureau.

3. Once again we discussed thelueation of passing information to the
Intelligence Division regarding security hazards or derogatory reports
having to do with BUSTY. It was agreed that all material of this
nature would come to me and I would pass it to Colonel So:how. I

Ear. Repro. Pleat- 20 - Oct 41- 280
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believe that Mr.	 may wish to have other Stations informed of this
procedure; therefore, it is suggested that you brine this to his attention:

Z. With these points in mind, I recommended to W.,411111111 that we consider
making an arrangement with the Army whereby we. would again be permitted
to study'BUSTY and on the basis of our finfiines, decide whether we &mid
take it, or any part of it, over. .Mr. 	 ested that I refer this
to you in a memorandum, s givingemyeasons in detail. Be also told me to
report our discussions to Mr.4111101, ej,	 •	 C-	 _:1

-

5. When	 OM and I vent np to Brankfurt, we were immediately confronted
by General Walsh with the BUSTY problem. According to 'General Walsh, the

'bad news had finally come through, and he had been instructed to cut 
operation, preserving onlfthose parts vbich . had to detvith the production' .

• of 'ordez 9f battle d information. Be appealed to111=11 for help anclOOMMIP
• agreed trfinance BUSTY for a limited period of time, while Our Organisa..

tion examined those parts of it whiCh the A47mv coml.& not afford to keep..
"----YEAMINDstated that we would C.-	 ,(vhiCh is in

C_	 •line with our th4nir4ng and which had been authorized by Mr. 11110•1107tic7—
which neither Walsh nor'Schow made any objection. Colonel SChov asked
that WAINIIIiWP oint someone to, be in Charge of BUSTY and Mr.4111111,---- C.-
turned him down:- [1_2 . • 	 . .	 .	 .

6. The discussion of BUSTY was not carried beyond this point. I gather that
.----1E;a011111intends to think the matter over in Wailington, to . consult with

the Staff there, and to direct any further moves. I have advised. the
Munich Station to assemble materials on BUSTY from avert and easily acces-
sible sources, but will await word from you before negotiating further
with the Army.

7. In view of the size of the problem, I recommend that our Munich Base be
instructed to 7talitalleihe examination of BUSTY on' the ground, that one
GIS specialist and one BIS specialist, at least, be put on TUT to Munich
ttosi3i t in the examination, and that the results of the examination be

here in Germany with responsible Washington officials participat-
ing. It is too early to discuss or plan the means of control to be exer-
cised over those parts of BUSTY ' whieh we might wish to acquire.
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CONFIRMATION: COPS (1:	 SONIMMIND 4N/7— 7.%) 1 4

INFORMATION: •ADSO • 	)

RE 11111111111
•

1. RUSTY PROBLEM CONSIDERED HERE IMMEDIATELY UPON MY RETURN -
AFTER DISCUSSION WITH INTERESTED STAFF OFFICERS INCLUDING	 L-

4011111 WHO CONDUCTED - INVESTIGATION TWO YEARS AGO, IT DECIDED THAT RUSTY
SHOULD OE REEXAMINED ALONG SAME LINES AS UNDERTAKEN DYMaidia IN
ORDER TO ESTABLISH • A) . ITS CURRENT ORDER OF BATTLE IN DETAIL INCLUDING
OPERATIONS tWooUNTRIES OOTSIDE GERMANY ., B) *WHAT PARTS THEREOF
1) SHOULD BE a._	 (2) MOULD OE OF:IMEDIATE INTEREST TO

THIS ORGANIZATION, (3) SHOULD OE LEFT WITH ARMY (4) SHOULD EE
LIQUIDATED. SINCE JOB SHOULDBE COMPLETED AS QUICKLY .AS POSSIBLE,
INVESTIGATOR SHOULD START WITH COLONEL SCHOW AND, GO-DOWN LINE
EXACTING MAXIMUM I:NFORMATION : FROM ARMY. ANDDERMM1tHIEFS ALIKE.
PROBLEMS OF CONTENT SHOULD BE REFERRED TO k WASHINGTON RATHER THAN
ATTEMPTING,TO-ASS(GN SPECIALISTS FROM MERE TO FIELD:TO HANDLE
SPECIFIC prionLEms- : 	• , 2

• • •	 C.civ9r-e/d•' 	;	 •	 • .•;,

ASSIGN	 AS CHIEF INVESTIGATOR: ilFHE NEEDS HELP FROM
2 -77-----TIVE TO TIPJEI,ANDIOR	 SHOULD BE MADE AVAILABLE TO HIM.

REPORT AND OTHER RUSTY DOCUMENTS : AT ONCE.
C--	 HESE OU	 DATE BUT CAN BE USED AS' BASIS FOR NEW INVESTIGATION.

:1	 WILL EXPECT PRELIMINARY REPORT WITHIN. ONE MONTH FROM START OF
INVESTIGATION WITH INDICATION HOW MUCH MORE WILL NEED TO BE DONE TO
COMPLETE INVESTIGATION IN GERMANY. YOU WILL BE KEPT INFORMED RESULTS
ANY FINDINGS HERE ON ASPECT OF,OPERATION OUTSIDE GERMANY.' SENSE OF

TOD: SECRET Corr No.

l'1111,11	 II
	

;
	 I 	 I 	 I	 I	 II

Secret

Rel GER

66. Cable, SO to Karlsruhe, 27 October 1948

FOl991 NO. '1
DEC 1947
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CENTRAL INTELLIGENCE AGENCY
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THIS INITIAVREPORT SHOULD BE CABLED HERE SO THAT IT CAN THEN BE
'DECIDED HOW,TO PROCEED.

.	 •	 C._	 •
3. .CABLE WILL BE'SENT FRmv411110To GENERAL -HALL TO CONFIRM

YOUR AUTHORITY TO Rum INVESTIGATUMTTHIS CABLE INSTRUCTS YOU TO
CALL UPON: GENERAL HALL AND REQUESTS.HiM TO ' LEND YOU EVERY ASSISTANCE
IN YOUR MISSION. FINDINGS ARE TO BE REPORTED THROUGH ME TO. .
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67. [Helms] to COS, Karlsruhe, "RUSTY," 2 November 1948
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DATE:

CENTRAL pirELLI"
CLASSIFICAT!ON • jE4E 

AG-Cueety.

Chad
BY

Ilame

mAriBare

1. As as aid to the reeisalnation of
• herowit---int EMEIMMO report whiah

C-- ago. • As you intow no motion ins taken
report. Also with .a too year
oannot on the bade it that re
section' of the operettas
the respoweibilkty for
tad*. Arrival at
seither poisons.
Tor guide

, sights set *Ord
of RUM are tWiten

• you. 'There io pro
Watch ever dwolopies

3. Win titer ths . 	..us talk is eanpletect at . disoiding Whish.operetionst
we want,. Whisk 01%14 be left to tlor Arozi, and ehith. Shen4d be 14:4444.4...thera
still renitiste Matt spectre . the nett . difficelt jab et sat -,'thnrikettiel.traaptir
and liquidation. With in -erstutiottien is eloselyeknit end*. natictolietil Si
this one; cesplarke liquidation is kighlY improbable. lienethelese, eentr01 of

......optratinp real will tort a sertola mount Of prelim! on the to etkeicia German
-lesdero. •

,
3. Another rotor Idslah should be kept in ntind is the ocafitot betinien

personalities whit* exists within the organisttion. Strife has. been present
between	 and OULU, and Probably still exists if WM has not been restored.
In the op en Ofdlagenna WIN is the more dangerous personality with
tibial& to deal. Be has exercised sample* personal control our his .suberdinates
and trillion every eThilable means to naintain this control.

I . P.. HELMS
RELEASING OFFICER	 COORDIAIMITIFICER	 AUT. .TICAT!	 FFICER

is terwarded
Ms isnrestigation two oars

Ideas ecatsiod. ist that

	

thes"Iii‘ ignition wan wade-, -we	 *
eif	 acaitendatiesinste to which
into	 to us. leyertheless,.

lad de	 eWs	 bnve .be
oiliseity be soneadorinrbitrary. Mace

for leagthy; tiotitsuiene
y tar at in.14nteisgie inteUL.aa. vith.

dine .the !WA that idistilOi 'Pitts
agninitild )07 POravnitel.now areilobla to

projeote lauds 4is- the one ,stilated to no.intain
of mathessatiO seidlisPisioa; •

''.:14 ..-2.
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41 Attached also are Charts III and IT which age described in Section II
hould indioate what

//--succilisthe organization has achieved along the linos of Chart III, which
ofiligigl report. Operations during the past two years i 

shows "the potentialities of the organization in what is termed 'Reconnaisance
in Depth', long range possibilities".

. 6. Also forwarded is a 6.2 report, dated 1948, on the background and
activities of subject personnel before and after the operation Was initiated.
This report furnishes information only on top level personnel, and it will be
necessary for the investigator to visit organisation leaders at their field
establiehments or residenturas in order to obtain information from the opera-
tional reoords of the organization. Undoubtedly some of these leaders will
refuse to divulge the identities of those in the lower eohelons, in which
oases t:	 -1 is probably the only solution. Needless to say, the more
detailed the personnel information, the more easily 	 __27 will
•be accompliShe4 •

.	 .
6. At this point we mus Ijeot . a note of earning to the investigator.

Although not revelled b 	 during his investigation, his trum identity	 .
and London, address became known to OEHLER.

7. We fully realize the size of subject organization and the magnitude
of the task of investigation and shall endeavor to furnish you every aisistanoe.
It is . hoped that forthcoming discussions here with Lt.Col. DEAN will be
fruitful.

Enclosures: 4 .-aringletera Airport
2 - 0-2 Report:
S . Chart gr. •

4 - Chart4r
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68. [ J to COS, Karlsruhe, "RUSTY," 18 November 1948

SECRET/RELEASE
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OFFICIAL DISPA rcH

RUSTY
40,4511' ‘Rgriamg7

•

TO •	 DATE: 	

,CalYrh-Cee
FROM 	 of Station	 iy.415	 C-	 is !gnaw Igo
SUB JECT: aridijimmmmaIPNMWIPTMIIIIIRMI,

CLASIFICAT	
AM.

SPECIFIC .	 SIO
C4t11111181

- nano() to

1. ‘ A* indicated in referenced
It. Col. DEAN withw vise toward.debrie
operation.. DIAS left Ooraseni is late
operation since that tins.
forget the whole thine.- and
discussed were presented in

th
ietst

Wen eenneeted lath the
t 'he tan been trzinis to

detail*. salient paints
infoxisatied follows.

•ioeated	 i5d
ait under. OEMs st aliailagen•  ander
Aneterfenters under ISORSI4

Theersties117 the Altifida4
lanelera ore ,biumit: ita iamh.ieelly state- the inciter ot biatit441111 within

vex on* be haile this karal1ed.0 eammeicte

S. NOS a ratline is. considered to be 	 OftheeUitairieientenein.
the orgsniCationa Be endhis subordinates. *oars appereetizeellAisincd. sirs.

sources at little trouble. Its field 310 in the petotriotan:otAbsisidido	 .
conatriestbrough thelbrosennodPoland* Seperto4IphwieW4MAte encoeseful

• .._ . partimilarlyia reporting on the 8,344 eons or deriaot..

44 DRIZMOCR SAAVIO or the taw operations °Usti' litia	 thavarlms..
4. stationed on the western froat. He clalas entree to the	 :through.

'117" 1 '- a brother living in thsillINISIsOns. and also receives bstorsuation. on the.imunirk-'"c
NED through Otto monsaG DELlina According to -_1 	 Xi* 
the vine business end uses it as I. cover in contacting hie informants.. Meetings 	 '	 •

are not hold with then in Karlsruhe. 2222120221 is also said to have eonnections
in the German poollIIMpla soars. of assumes *attrition1 since
he too has bocce, involved with Otto MICR 0.11.1111111ft. 04;	 .39W

RELEASING OFFICER	 ' COoR I tG	 FICER	 .	 AUTHENTICATING OFFICER

. 2.. ROM
lerleruhe, with
MOOStierlsrmhe
burg ender
heedqoartera are sl
other. Although
the organisation who
all on.the4istrist end Wheys.
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5. Herbert von MALLNER (reportedly an alias), head of the Austrian branch
who maintains headquarters at Gesanden as well as Salzburg, has previously ooms
to our attention in Vienna. EA was last reported ine11,11 of 25 February
1948 as handling a group of Rumanians in Austria. 	 -513A

6. As for BAN, DEAN statedthat he VAS long ago detected as a.dangerons
individual, engaged in setting up his own organisation and planning to leave .
Germany. The clamps were put =him and he was removed as a direotor of opera-
tions and placed in a mountain retreat near Oberursel attire he was retained as
an adviser.. However, even there he continued to keep in contact with his followers
through his wife and son. No one actually ever replaoed BAUN. Von GEHLEN more
or less carried on the direction of operations. While in Europe last summer,
DEAN heard that BUN was going to the Near East, probably to Cairo to work with
General MO. e5bxe--.11Ro

7. MO, whose true name is Trostamad GANAIAN,	 come to tho attention
of this organisation in the Near East. In a	 report of 1948 on one
SCHULER,'GANAIAlwas reported ace contact of Act -Bucharest, who was turned
over to BANE during the war. At that time his task was to carry out intelligence
totivittilmJInssia with the help of the Armenian Freedom Ormixi ri,U944. DEAN
met GANAIAN through BAUN, and took the former to Rome where ha was placed an a
.plans for Cairo. Thriitiention at that time was for GANAIAN to solicit the aid
of the Armenians who were holding &world meeting in Cairo. DEAN had and sent
a man from Paris to Beirut to organise Armenians and GANtala was to visit this
individual in Lebanon. Later it was decided that instead of returning to
Germany, GANAIAN should remain in the Near East and attempt to penetrate the
USSR with -the help of diesatisfied tribes east of the Caucasus. There were no
results from thii operation prior to DEANi s departure from Germany in 1947, but
he has heard that GAIRIAT. is doing quite well. Reportedly he is in oommunications
with the RUSTY head in Munich but the exadt channels are not known. This Armenian
group in the Near E7,doestave-some sort of communications with persons in
Boston and thence to one Ma=	 in San Francisco. The latter is a friend of
DRAM. and according to	 a oontrillutor of large sums to Armenian
emigre activities.

8. Of extraise interest to us. was DEAT's statement that an official tie-up
—TriiVEMOINPolies exists. At.G.Artinm BAIN was quite friendly with some head

...beproorlythe cantonal polies, but the *outset as it exists now probably
1.411u/to:from van 8ENLEN t s oontacts. As a result of this liaison RUSTY passes
certain types carInformatia766-9101111110who in turn aid in border eras/lingo,.
issuance Of visas, oto. We shall of-46nrse be most interested in learning
further details which Captain Eric WALDMAN probably can supply. Attempting to
conarithanansweronthisSwistangle,it has been suggested that4110----

. a former	 , may be the RUSTY link. 4141M0--- C-
hem held a high position in the 41111111.11111115WITilosely

through his seeretaryill.

ld for	 and .71 ,
as 

the
been on the fringe of the intelligence

5.4z)./ss

5 Goi-s•S 	

o.24,
NIEMI• IND and

s
/ )0/e

0,,,Aeks
----	 C-
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skirt

iNja. DEAN only knowsathat •";:51.1
might.	 tie-in with	 also	 in 41111/peS•als-s h:rough the

r- oes exist and that the RUSTY people were considering that
:---	 .2	 •	 l as ap ace of refuge. The invitations toanNi extended to FrauaANAR/s and others as reported in 41111111111e/),s679 may i)let be involved in this con-

plan.
4/1/4ic.ii-)1

10. The	 contaot reported in referenced cable apparently originated
with Ton GEHIRN i s brother in Rome who has lived in Italy for many year., is a
banker by profession, and has many friends in religious circles. Through
development of this contact RUSTY is. said to receive4111.1.intelligenoti reports.

1,-.44.VC..4-ri. •
11. According to DEAN, RUSTY has been concentrating on reconnaissance ii2

the Soviet zone of Germany and has not had much imooess with Eastern. operatione.
The .same has been true in its dealings with emigres who have been sources of
much trouble. gontaot man with tad Ukrainiens is one GUNI1, who is subordinate
to HALTER, and Maintains he .adqUertert at Sternberge .r See. •	 • --

U. The estate at ittarnberger See, which is -a livestock' farm, also houses
an intellectnal group,. which prepares itudies on the USSR but which also proved
uniuoceasful. This group is made . up of speatalirts formerly associated with the
Ostazintiterium, and includes • former professore geograPli7; topography, carto-
graphy,. philologists and Ungulate. It is suspect group . with probable strong
Nazi reoerds.

Another :group . which • will . probably require delicate handling,during C.-inrestigation.is the oryptographin.unit, lootted'zit Oberursel.'
during his investigation, only happened .' upo* it by 'oharoze. • It °Pirated :.apparent-
ly 'under the cognizance but not the -.jurisdiction of ASA., 	 told by • 43.8. •
not to snoop around this unit., and 'that :hi:1.: advioe Was	 needed

.14. RUSTY had also maiirteined'a cover X-ray unit which was Zised :to interro-
gate returning . prisoners of war, when:they-received physical eirsminations. This

, unit . apparently eneauntered.'diffionities . with t group from DUG. AOsiording to
C	 MEM it hid . been; -ginned : to. integrate this • unit with 'a 'group • at the 'University

•qf 'Marburg, and the direator: et • the univeriiity . had epprowed'thi. s °over. liewe'ver,
it . Ao, :unknown . whether .this projeat developed further.-

-
15. The last miscellaneous bite.00noern two inii+iduals oonsidered to be

efficient men. One is . BAUR , a former assistant, one DUEN'TER (an anima,. who can
be further identifie'd only by the tacit that the small and ring fingers of his
right hand are maimed. The other is one -ROTE, head of a plastics firm in Ham-
burg, whose industry provides oover and who contributes funds toward the support
of the operation.

18. Ruch of the information provided above in quite sketchy but we hope
it may be of some aid irgalatil investigation.

C 14-eit

• Elp rake siiiiati4o- in
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69. Chief, MOB [Critchfield] to Chief, FBM, "Bi-Weekly Letter,"
(excerpts), 4 December 1948
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4 Dioember.1948
Chief, FBI! .

Chief-of Station, Karlsruhe

Operational

Letter.

_
. 1.. The MISTY investigation begun 18 November has progressed

satisfactorily. The form of the investigation during the first two
weeks was somewhat determined by the fact thatappeared at
the 7821 ComPotite Group as the .assistant to ColcalirrCharles V..
Bromley, DA Intelligence Division Staff Officer sent on a simaial
mission toGermany • to investigate the operation. Colonel Bromley -
returned to Frankfurt 2 December enrou.te to Washington. From my
point of view this arrangement proved highly advantageous. Colonel
Bromley appeared to be a practi.cal.and thorough investigator aid
considering the limited amount of time he was able to spend here,'
departed surprihingly conversant with the scope and character.-of
the operation. Because of the fact that Colonel Bromley has, by his
own statement, no background in intelligence work and because his
time was ao limited, his report will be .somewhat inconclusive on
operational details. -

CR, k>h-rte

the American and German Staffs had been advised by General NaIahl .
that an investigation by representatives of the DA InteLligencm.
_Division, and CIA . could be expected in the near future.- Withizi:Mn
hour after our arrival at the 7821 Composite Group Readquarter.M:Ohe
of . the 'top German stiff:officers asked, ."And how is Sam Bosse/WU .Hf . .. .
Of course you . ..know- him—«coming . .from the -same outfit:a . - It- is obvians
that at least the top dermans . havi participated, during the' last • •

:lit..three years, in numerous conversations with high level Army.
intelligence personalities on many of the problemnof our national
intelligence framework. In spite of theseitems I do not feel -that
ther iexists at this point any:great security problem.- 	 .

.., 1 *36 Colonel .9178TT" (nickname for. 25 years) nuis, , for**.
CO . 04 ...SC1G - et Oberursol has taken command of the 7821 • Compaiitik -.,••
Ortfuli-L . Our first •impressions are that the Army has put the right

, 
• : SECRET/RELEASE :

• /:	 TO GERMAONLY
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2/ Prior to Our arrival at the .7821 Composite Group' bath-.
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man in the right job. His cooperation thus far leaves nothing to
be desired. In general, the same can be said nt the German. staff.

- .4. From the start we have adopted the hard and fast rule •
of Alieping our functions at the'tase.and those at the 7821 Compo-
site Group completely separate. Obviously there is a great tempta-
tion to utilize our accessibility to RUSTY files to answer the
.questions stemming from our always present-operational conflicts

- with RUSTY: Such tactics on our part would certainly be recognized
and nothing could damage our relationship with the German and the
US Staffs more decisively.

.	 ,
C.,4v-fc	 the administrative staff 	 -AlaS:1!!!!!!!PLII!!!!!elrb;

-	 In compliance with a- request-to

Ithe IIIsignment of	 during the past two weeks.
This request was based/on 'three conaideretions:
•,	 -

a. the staff or MOB prior to the arrival of 	 ate
. the initiation of the RUSTY investigation was .	ablee to . asp
abrest of administrative matters;

b. the desirability of laying the. administrative -groundwork
for any possible increase it the size or activity of the Base with
respect to USSR operations or the ultimate disposition of . RUSTY; and,

c. the hope . that each of the two administrative officers-.
will, after discharging his administrative functions, have some, tine
available tor duties which will give him training in -operational
duties and give me the opportunity to assess his potentialities as
a , fmture case officer.

11,‘CigET SECRET/RELEASE
TO GERMANY ONLY
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70. Cable, SO to Karlsruhe, 14 December 1948

INFoameTioN: ADS° (3-4), COPS (5), cRD (6)

Paraphrase Not Required. Martell. as SECRET Correspondence per Pars. SI (I) 604 AR-300-5

le:2/9--5-771 C33

re*__S e24.4

TO: . KARL IMINIMMEM CITE : INASHA (FROM SMISSO).

'NEED -IMMED lATELY BRIEF CABLED SUMMARY F IND INGS TO LATE ON
:RUSTY:. REA L I ZE YOU PLANNING TO REPORT AROUND 18 DEMBER BUT
DEVELOPMENT HERE NECESSITATES THIS EARLIER INTERIM S TA TEMENT
FROM YOU.

SECRET/RELEASE
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ORIGINATING AND COORDINATING OFFICERS 	 AUTHENTICATING OFFICER
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71. Cable, Karlsruhe to SO, 17 December 1948
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no*:

To:

Amor,:

- m
. KANLSRUHE .

SPECIAL-CPERATIGNS

ADSO (I)

• .PRIORITY.

7DEO 14.S%

;t1
.	 .

INForaudzont •	 •	 •

COPS . (2), FBM.(3)

Para. phngs.e Not Required. Handle as TOP. SECRET CoiresPondeisee per Pare. 4(I) 60d AR-380-5

3■•

assma f5 c/.
TC ; :	 40 INFO: MUNI

7te XTise Id
CITE: KARL (FRO3/111111)

1. REF YOUR DIRECTIVE	 REVIC.:‘; RUSTY TO DETE4UNE
eh-	 TO SE

, A .

B. 'OF INTER:ST

C. .LEFT TO ARMY

D. LIQUIDATED .

WE FIND CLOSELY INTEGRATED SERV/CE NOT SUSCEPTIBLE DIVISION AND
SEPARATE SPONSORSHIP VARIOUS PARTS. -GERMAN ORGANIZA T ION.HEADED DY
GEHLEN INCLUDES SECTIONS FOR COLLECTION,;EVALUA.TIGNWIO-COLLATION,
REPORT nouucrioN, PRESS' nEvizr, TACTICAL SIGNAL INTELLIGENCE AND

..,..cRYPTAtmysis, 0a.rUNICATIONS, COVER ,ND DOCUMENTATION AND OPERATIONAL

	

..• . AND-INTERNIAL SECURITY.	 •	 .	 •
•

• •	
•

	

.	 •

.• 2. U.S.-GERMAN RELATIONS4, 1P IS CCNTRACTUAL
PROVIDING LOGrST104L . SUPPORT AND FRONTING FOR GERMANS IN PROVIDING
SUPPORT FACILITIES AND COVER IN-If:ESTERN ZONES. CURRENTLY OPERATION

II RECEIVES 025;00CUMONTHLY PLUS SUPPORT FROM AIRFORCE SUPPLY AND •
(11 GEWAN ECCNOnY;"-U,S: INFLUENCE tN OPERATIONAL MATTERS PRIMARILY

• IN •OR73. OF CONTROL OF PURSE STRING AND:FURNISHING'E.E.I.

	

GERMANS ATTEMPT. TO 	 NO EVIDENCE AT THIS TIVIETHAT OPERATIONS
ARE pIRECTED . TO MEET ANY TELLICENCE REQUIREMENTS NOT LAID DOM BY

,OSEcnT/REL• A	 V. 14 <0.11

SgrBIDDEN TO MAKE A COPY OF THIS MESSAGE
le-rm5-4
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OMO

- ••• • •
- ••• •

U.S. ELEMENT. OPERATIONAL PROCEDURES AND TECHNIQUES NO BEING STRESSED
ADHERE GENE -.ALLY TO WELC.ESTABLISHED PRINCIPLES FOR SOUND INTELLIGENCF.
OPERATIONS. . GEHLEN ADMITS THAT PRESSURE FGR' IMMEDIATE PRODUCTION
IN 46 AND 47iNIECEtISITATED VIOLATING MOST RULES AND HOPES THOSE
DAYS ARE BEHIND.:	 • ■

•• •

3. 'CONVICTION THAI TIME "OF HATIONALI11 IS PAST AND ONLY HOPE
LIES 1N tESTEHN EUROPEAN AND ATLANTIC UNI0f. CONCEPT APPEARS TO SE
SINCERE MOTIVATION VfITH GEHLEN CHO MAKES N;EOLOGICAL INCOCTRINATION
A VITAL ELEMENT OF TRAINING HIS 02GANIZATICN. SUCCESS THIS IN-
DOCTRINATION CANNOT OE JUDGED. OTHERWISE, RUSTY CAN OE SAID TO

11 SUBSCRIBE IC TRADITIONAL CONSERVATIVE POSNIION OF GENERAL STAFF
CORPS AND ABWEHR. RUSTY APFEARS TO REVAIN.ALOOF FROM POLITICAL

. ACTIVITY BUT SUBSCRiBES TO FEDERALIST CONC1PT FOR•WESTERN GERMAN
J STATE.

4. GEHLEN MOST IMPRESSIVE MEMEER OF aUSIY STAFF AND IN OUR
OPINION DWINATES. ORGANIZATION. EASING BAN OUT CF POSITION AS
HEAD OF COLLECTION. EFFORT A YEAR AGO AND PUTTING HIM ON ICE HAS
BEEN GEHLEN I S NUMBER ONE PERSONNEL PROBLEM CUT SEEMS TO HAVE BEEN
SOLVED CHILE STILL SALVAGING BAUN I S SERVICES AND 30 YEARS EXPERIENCE
CITH USSR, BAUN NOV: ENGAGED IN STRATEGIC PLANNING MIDDLE EAST
AREA AND DILL SOON LEAVE FOR TEHERAN.

5. RUSTY HAS EEEN ESSENTIALLY A TACTICAL OPERATION CITH MAIN
EFFORT IN EASTERN GERMANY AND WITH LINES INTO POLAND, CZECHOSLOVAKIA
AND BALKANS. ARMY AT WASH AND EUCOM LEVEL HA.: BEEN RELUCTANT TO
GIVE POLICY . DIRECTIVES TO OPERATION AND EXCEP - FOR BROAD PICTLRE
VHICH CCULD BE DRAWN-FROM EEI GEHLEN HAS RELIED CHIEFLY DU
'FRAGMENTARY AND DESULTORY INSTRUCTIONS OBTAINLO IN CONVERSATIONS
WITH EUCOM AND WASH INTELLIGENCE . DIVISION OFFI;ERS VISITING PROJECT:-
THESE SOMETIMES CONFLICTING ANS NOT CONSISTENT WITH LOGISTICAL AND

SUPPORT FORTHCOMING FROM MOM.

6. AIRFORCES GREATEST INTEREST IN RUSTY II IN RESULTS OF RUSTY
u MONITORING, QF-ING AND CRYPTOANALYZING SOVIET AIVFOROE RADIO TRAFFIC

WHICH IS ONLY. SOURCE OF TIMELY INFO ON SOVIET TACTICAL AIR ACTIVITY
IN CENTRAL-EUROPE.

7. RUSTY HAS WELL DEVELOPED POSSIBILITIES FOR. STRATEGIC OPERATIONS I
11 AGAINST USSR THROUGH THE BALTIC AND THE MIDDLE EST. V,ORK THIS
I FIELD HAS PROGRESSED TO POINT REACTIVATING ABWEHr SOURCES, EXAMINING
RESISTANCE GROUP POTENTIAL, AND PLACING SOME NEW DEEP-COVER PERSONNEL
IN APPROACH AREAS. ARMY LIMITED IN SUPPORT BY I4ABILITY EMPLOY MA
SYSTEM, SMALL POTENTIAL EUCOM, USFA, TRUST IN RENDERING OPERATIONAL

SECRET
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SUPPORT, AND ALSO BY SEVERE LIMITATIONS FUNDS ALLOCATED STRATEGIC.
PROJECTIN-ADOITION WORK DONE; RUSTY HAS WIDE RANGE OPERATIONAL

4 SUGGESTION&WHICH SUSCEPTIbLE TO DEVELOPMENT ON PROJECT AS •
AIRFORCE HAS FURTHER SUGGESTED THAT RUSTY LOOK INTO POSSIBILITIES.
OF DEVELOPING AIR CREW EVACUATION AND ESCAPE ROUTES OUT OF USSR.

• N

8. THE COVER AND LEGALIZATION DF RUSTY : FACILITIES AND -
PERSONNEL IN THE tESTERN ZONES WILL BECOME AN INCREASING PROBLEM
IN NEAR FUTURE. ASN.S. PARTICIPATION IN LOCAL GERMAN GOVERNMENTAL
AFFAIRS DECREASES GERMANS IN RUSTY WILL HAVE TO DEAL.WITH LOCAL
GERMAN OFFICIALS WITHOUT BENEFIT OF THE U.S. MIDDLEMAN. COMMERCIAL
CR GOVERWENTAL : AGENCY COVER WILL THEN BE ESSENTIAL. THE FORMER
WOULD DE FAR MORE EXPENSfVE.BUT THE LATTER WOULD OFFER A MORE •
DIFFICULT POLITICAL PROBLEU, PROBABLY THE BEST SOLUTION IS . IN A
COMBINATION OF THE TWO. THIS IS BELIEVED TO BE REAL CRUX OF THE
RUSTY PRODLEM.

•

9, RUSTY HAS COMPLETED DETAILED EMERGENCY PLAN." TO BE IMPLEMENTED
IN EVENT OF WAR. PLAN INVOLVES POSSIBLE EVACUATION OF HEADQUARTERS .

0 TO StiTZERLAND AND THEN TO SPAIN. COORDINATION ON UNOFFICIAL LEVEL
II WITH SWISS, SPANISH AND FRENCH HAS BEEN CONE. CONTINUATION OF

COLLECTION EFFORT AND RADIO CMMUNiCATIONS FROM EASTERN AND WESTERN
GERMANY PART OF PLAN. PLAN INTEGRATED WITH EUCOM EMERGENCY PLAN.

10.. ,WHILE RUSTY NOW HAS EASTERN-GERMANY ADEQUATELY COVERED WITH.
600 AGENTS, AIM IS TO RAISE LEVEL OF PENETRATION OF ALL FACETS
OF SOVIET AND COMMUNIST ACTIVITY IN SOVIET ZONE AND 'CONCURRENTLY
TRIM SIZE OF : OPERATIONS. IN GENERAL OPERATIONS IN THE BALKANS
WILL BE . REDUCED WITH PRIORITY GIVEN IC POLAND, CZECHOSLOVAKIA
AND WESTERN USSR, AND WITH AN. ADDITIONAL ATTEMPT BEING MADE TO

• 0 ESTABLISH COVERAGE.OF STRATEGICALLY CRITICAL POINTS WITH RADIO
CCMMUNICATIONS. THESE:PLANS WERE BASED ON ASSUMPTION THATTHE
PRESENT LEVEL .OF SUPPORT WILL CONTINUE. , STRATEGIC OPERATIONS IN

4 BALTIC AND MIDDLEEAST AND.SATELLITES:CANNOT BE EXTENDED OTHOUT• FURTHER SUPFORT4	 .
• •	

•	 •	
•

-16—* WHILE GERMAN ELEMENT HAS MADE Fat: UTILIZATION OF
FUNDS AND U.S-0-0ELEGATED AUTHORITY TO EXPAND THEIRANTELLIGENCE
ACTIVITIES IT.DDES NOT APPEARIHAT THEY HAVE "GONE INDEPENDENT".
ARMY PRESSURE TO PRODUCE INTELLIGENCE	 WIDELY DIVERSE FIO.DB
AND GEOGRAPHIC LOCATIONS HASETIMULATED UNPLANNED AND UNCONTROLLED •
GROWTH. - SIZE AND SCOPE OF. PRgStNT ORGANIZATION, CURFIEWrPOLrfICAL•
.DEVELOPMtNtS IN GERMANY AND 	 Ot U.S. AGENCIES OTHER THAN
ARMY HAVING VALID INTERESI IN FUTURE tF RUSTY MAKE IT HIGHLY
ADVISABLE THAT 	 POLICY SE DETERMINED ON HIGHEST LEVEL POSSIBLE

FURTHER .DELAY.

12. CIA, ARMY, AIRFORCE, NAVY AND POSSIBLY STATE ALL APPEAR
TO HAVE INTEREST AT NATICNAL\44COL BROMLEY 'HOWEVER; INFORMED

14'16-'SECRET SECRET/RELEASE
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aiNMD
4,14 •	 •

uONSIDERS IT INADVISABLE TO BRING STATE IN AT PRESENT
EVEN.ON WASH.LEVEL). • IN EUROPE THE EUROPEAN COMMANDER, HIS ARMY,
AIRFORCE AND NAVY COMMANDERS WITH TACTICAL RESPONSIBILITIES.
ALL HAVE VITAL INTEREST IN MUCH OF RUSTY PRODUCTION.' CIA.

iREPRESENTATION HAS INTEREST IN PRODUCTION 410 PARTICULARLY IN
f RUSTY STRATEGIC OPERATIONAL ACTIVITIES OUT g iDE OF GERMANY AND IN

FUTURE GIS IMPLICATIONS. UNDER PRESENT CONDITIONS OPERATION
BY OCCUPATION FORCE OF THE 7821 COMPOSITE GROUP TO PROVIDE COVER
AND LOGISTICAL SUPPORT FOR THE OPERATION	 NECESSARY'.	 -91•

13. FACTS LEARNED IN LESS THAN A MONTH OF OBSERVING RUSTY
ARE CERTAINLY NOT CCNCLUSIVE. HOWEVER, IT la CLEARLY APPARENT
THAT MANY OF PROBLEMS FACING RUSTY STEM FROM BASICALLY UNSOUND
ORGANIZATION.AND - INADEQUATE STAFFINGON THEU.S. SIDE. U.S.
SIDE SHOULD BE REORGANIZED ANDFOLLOWING REORGANIZATION AT LEAST
A PERIOD OF- ONE YEAR'SHOULC BE CONSIDERED AS A TINE OF FURTHER
TESTING AND REMOLDING IN WHICH RUSTY ACTIVITIES CAN BE .COORDINATED
WITH OUR BROADER NRTIONAL. INTELLIGENCE EFFORT. DURING THIS PERIOD
THE PROBLEM OF RELATIONSHIP BETWEEN RUSTY AND WESTERN egprAN
.GOVERNMENT AND WHOLE PROBLEM OF COVER FOR THE OPERATION 'SHOULD BE
CONSTANTLY REVIEWED AS PATTERN OF THE WESTERN GERMAN STATE DEVELOPS

14. ANY DECISION TO WITHDRAW A MAJOR PART oR ALL SaPPORT OF
RUSTY, WITHOUT TAPERING OFF PERIOD WOULD CERTAINLY EFFECT POSITION OF
U.S. INTELLIGENCE VIS-A-VIS FUTURE GERMAN INTELLIGENCE SERVICE •

'WHICH WILL INEVITABLY MATERIALIZE REGARDLESS DECISION ON 'RUSTY AT
THIS TIME. IN FINAL ANALYSIS RUSTY IS REESTABLISHED GIS 'SPONSORED
BY THE PRESENT DE FACTO NATIONAL GOVERNMENT ; OF GERMANY' OE MILITARY
OCCUPATIONAL FORCES). BECAUSE THE 4000 GERMANS WHO COMPROMISE
RUSTY-CONSTITUTE.GOING CONCERN IN INTELLIGENCE . FIELD IT APPEARS
HIGHLY PROBABLE THAT RUSTY WILL EMERGE . AS s1noNG INFLUENCE
IF NOT DOMINANT IN A NEW GIS. • ANOTHER FACTOR IS.THAT RUSTY HAS
CLOSEST TIES WITH GERMAN GENERAL STAFF OFFICERS THRdUGHOUT GERMANY.

,,KAIF-GERMANY . WILL, IN ANY EVENTUALITY, PLAY ANY ROLE 114.A WESTERN •
% EUROPEPAIRMTierthe"eEiWiee&) ALLIANCE TRIS FACTOR	 .
...IMPORTANT. ISSUE THEN' APPEARS TO BE WHETHER IT ADVISME,FOR.U.S.

. ,COMELETELY TO RELINQUISH CONTROL OF .A RESURGENT ABWEHR AND NUCLEUS
OF GENERAL STAFF WHICH HAS FOR THREE YEARS . BEEN -NURTURED BY THE

. U.S.;OOCUPATIONAL FORCES.. FROM INTELLIGENCE VIEWPOINT-SEEMS DESIRABLE
• THA-T WE CUT IN ON RUSTY AT POINT WHERE tE CAN CONTROL ALL CONTACTS ..
• # "AND OPERATIONAL. DEVELOPMENTSOUTSIDE OF GERMAN TERRITORY.
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15. THIS IS DOMINANT - THOUGHT • NFLUENCING RECOMMENDAT,IONS

WHICH FOLLOW:
•

• A. THAT FORM OF INVESTIGATION WHICH BEGAN THIRTY ' .
4(/ DAYS AGO BE MOOLFIED AT THIS . POINT BY DESIHNATING INVESTIGATOR..
' AS TEMPORARY LIAISON OFFICER TO CONLANDING.OFFICER 7821 COMPOSITE

GROUP FOR . CONCENTRATIOWAS FOLLOWING;

1) PROVIDE DIRECT CHANNEL 10 CIA FOR CONSIDERATION
j ON PROJECT BASIS OF STRATEGIC OPERATIONS VOW IN DEVELOPMENTAL

STAGE,

2) PROVIDE 7021 CWPOSITE GAOUP . COMMANDERS WITH
ADVISOR ON INTELLIGENCE PflOBLEM3 WHICH TRAinCEND BOUNDARIES OF
GERMANY.

3) PROVIDE CHANNEL BETWEEN CIA L1SSION GERMANY AND
7821 COMPOSITE GROUP TO REDUCE EXISTING CONFLICTS AND. UNDESIRABLE

• DUPLICATION OF U.S. INTELLIGENCE EFFORT IN CENTRAL AND EASTERN
EUROPE.

4) PROVIDE DASIS FOR FURTHER EXAMiNATION BY CIA
CF CHARACTER OF RUSTY. STRESS THIS IS INTERIM ARRANGEMENT MILE

• BROADER PROBLEMS OF RUSTY ARE UNDER CONSIDERATION IN WASH.

B. THAT THE SUPPORT OF THE PROJECT BY THE UNJTED STATES
,j OCNTINUE ON THE BASIS OF A REORGANIZATION Dr . THE U.S. SIDE TO ENSURE

THAT RUSTY OPERATIONS ARE COORDINATED WITH OTHER U.S. INTELLIGENCE
ACTIVITIES • IN -D\STERN EUROPE AD THE MIDDLE EAST,

C. THAT OPERATION OF 7821 COMPOSITE GROUPDCNTINUE •

: 44 UNDER THE COMMANDING GENERAL OF THE EUROPEAN CCAUAND WITH HIS DIRECTOR.
OF INTELLIGENCE RESPONSIBLE FOR COORDINATING THE SUPPORT THAT CAN
SE LOCALLY RENDERED. THE GROUP BY THE GROUND FORCES; AIRFORCES AND
NAVAL FORCES IN EUROPE . AND THE CIA'REPRESENTATION IN CERMAUYt	

•

001 . EUCOM IN ITS DUAL ROLE AS DEPUTY TO ZENERAL HALL WHILE 'STILL
FULFILLING THDOENERAL STAFF INTELLIGENCE FUNCTIONS OF THE
=WA-WING GENERAL OF THE U.S. FORCES IN EUROPE (HUEBNER)

./NORMALLY RETAIN PRIMARY INTEREST AND CONTINUE TO PLAY:
LEADING ROLE WITH RUSTY BUT THE COMMAND CHANNEL AND RELATIVE POSITION

0 OF 001 USAFE, ONI AND CIA MISSION GERMANY WOULD BE CLARIFIED ..	 .

D. THAT THE STAFF OF THE 7821 CCMPOSITE GROUP INCLUDE
V EPRESENTATIONS OF THE ARMY, AIRFORCE, NAVY (IF INTEREST WARRANTS)

AND CIA.	
. •
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E. ' THATAII.MP SUM APPROPRATION CF FUNDS TO SUPPORT
RUSTY FACILITIES AND PERSONNEL IN l'jESTERU • NNES • AND TACTICAL
AND STRATEGIC COLLECTION EFFORT IN EASTEaM GERMANY AND PURELY
TACTICAL COLLECTION IN SATELLITES SHOULD'SE M;.DE BY CIA,'ARMY,
AIRFORCE AND 11.01Y AGREEMENT IN WASH. ON ANNUAL BASIS TO PERMIT
PLANNING, ALSO BY SAME AGREEMENT AT WASH LEVEL PERIODIC
ST•TEMENTS OF AREA AND TARGET PRIORITIES :NOVO BE FURNISHED 7321
COMPOSITE GROUP THROUGH DIRECTOR INTELLIGFACE EUCOM.:

F. THAT APPROPRIATIONS OF FUNDS TO SUl.PCRT
ANY STRATEGIC INTELLIGENCE OPERATIONS IN JALTIO, CENTRAL- EUROPE,
PALKANS AND MIDDLE EAST SHOULD, COME ONLY 7RO1 CIA VJITH EACH
nPERATION BEIM° HANDLED ON A PROJECT DASI3 I;M'illIN'Cl •A CHANNELS.

. • G. THAT OFFICIAL AND UNCFRICIAL LIAISON NTH
4 FOREIGN INTELLIGENCE SERVICES/SE CLEARED , ! • iTH CIA AS UELL AS ARMY,

TOR: 1622Z 17 oca 43
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72. Chief, MOB [Critchfield] to Chief, OSO, "Report of Investigation—RUSTY," with
annexes, (excerpts), 17 December 1948

TQP.SECRETET 1'. COPY	 oF 4.

gArrg"
4.1

priS
0

t3Rg.tin
REF

Chief, OSO	 EYES ONLY

Chief of StatiOn, Karlsruhe

Operational

Report of Investigation . - RUSTY

OEM Ge1190-4
1. The initial 30 day phase of the RUSTY investigation

Initiated on 18 November 1948 in accordance with instructions

G. 	

con-

2
tamed in reference 04031 a s been concluded; the attached report
we summarized in	 A--)9-,e z. 

2. The basic report with Annexes Ai B, F and -0 was produced
in four copies, one each of which has been retained at Munich and
Karlsruhe.

3. Annexes C.and D and the inclosures to Tabs',1 and 7 of
annex Fend attachments 1 and-2 of inclosure /73 to Tab '6 have been
photographed at Karlsruhe.

-•
•4. In reviewing the entire report prior to submission we

note that HUSTre present doctrine of operations is stressed in the. •
"Findings", whereas as more accurate picture of present conditions
can be had by reading Annex F4 The latter is -More *emirate because'
it is more detailed; the former deserves equal attentions hovie-Ver,
because it shows the direction in which the organization is moving.
Had it been possible to reconcile these two points of view in one
statement 'se would have done so, but, , frankly, we could find no
simple formula with which to describe this operation.

Distribution;/ gam
2 -MEP for

CC-o-Py-#2 with 1nnexes B, F
1 - Kai•lsruhe
1 - Munich 1-/".

111#111111.1116
...Qc 1441 q 

and G only) + t-VNGRADED TO:  5 
• : E VIEWER: C-

BEASON:  1,5 c 
..' . CL ON:	 0.5 /1+4; 11 	 J,

YROMI  60v 4-AZ 
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Report of Inyeatimation Of t 	 e sense Itriti-litqa 
. of the 7821 Compolite Group 

17 DeicOMber 1948

.1. ..NARRATIVE

II. FINDINGS

III. RECONMKNDATIONS

Annex Al Basic Instructions on Conduct of the In*iitigation

.Annex B: Operational Directive for -the 7821 Composite Group
Annex C: -Staff Study, U.S. Staff MOTT

'Annex D: Stiff Study, German'Staft ItSTY
Amex it: Examples of Report Produced . by RPM.

L.7"~te s CP,eilc44`elci
Annex 74 Compilation of Se a e Reports

and	 a
Annex G: Personal.Statsimmt,on Future of Opirstio**Or. 0

•
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-The present official designation.ofthocombined
V8-German organization is the 71/21 Composite Group 
this -term is used throughout this report when refer-
ring to the' entire project.

The nowliscarded,term-RUM has been.•Auled'ithroughoUt
• this .report r niaSn %setertniflEO the 	 •
element anti its intelligence producing activities as 

A•vitae. _•
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I.	 rr° 	  -ANY,	 J-mmes Cie,4th.e/c)
1 The inveitigation of RUSTY was initiated -bromism

on 18 November -1948 after* preliminary conference in the
o co of the ,Deputy Director of Intelligence, =CON, on 16 Novem-
ber . 1848. Present at this initial 'conference were:

•• •• ••

- General Nall ., -Director of Intelligence, ;:)gt.fo9*.;--- - Colonel ,Sehow, -Deputy Director of Intelligence, ZITCOMI .-
" • Colonel Bromley, Office of the Director SrIntelligence,

	

.	 '	 Department of the irmyi- • 	 •	 '
Itsjar :Aro

	

	 NWOM intelligence staff officer; .
and

•- • •	 17s- C..z.--izeii.--e a

	

.	 .	
•	 •	 ..

The . matters discuss . E.: :onference -hale ' , been -P
report	

reviouslycli

	

:KA:7	 .: The' . single item - of significance 	 -
Which has had 4 a bearing on the „conduct of the inves tigation . wa _ ---
1l2 agreement 'reached thet ., 901o4O1- : Prozeley .and '.17.4,	 ::ArrtTo
at the . 1821.. , Composite Group ',to ether . mnfl :that .:	 would be intro-

---duced:'we. arostler sr- assistant. In•- .	 : :a Ooordance with ,- a , plan - a
Speit .. at the -conference in 'Reid. berg- on -16 .November 1948,  .- .accompanying Colonel Charles V.3 	 the Readivarters .

. of the :7821 ;.-Ocapositm ,GroUp ,,Mes-ltunich, Germany,' -itia . 4,1t,,ixsth et • ,
November.:-.Because . : of . previous:iodate:4e . with -f,Mirr-41.4!,1.04iii.:-.

• till !ICUS 00411'• talltV : iii:ell -contaett-with-40-170.5.401-10.0

. ,

•

eiti Ve 4 -g,'e /(1 :141.414roduced as .'t. ,:-:... - '4441,1.28010 .:14...Ti-lloWlji'!-!eaLto106:1-:'::''-7-0 :,41:*4_,O. , .	 .„11631111,41a4
j ' •• Ak .1,. the •:14140Eir::NCIT-EtbilTiii-:IITOUW5.0.14:siiii0t .#3... .:4. 4	 4407.$1,0, .,)Of i

dRI:lc-44ela- "77-41; ''' pt11110**V-Gener*V .WikiihAat'Alitir440:' j;iiito ,	 .	 . .	 .	 - .	 . .	 . ._	 .	 ,.	 .	 .	 .	 „
---4 , .. -..0049-ifftk-4****4-441tivt4he ,A07-,..17)3-.41WARI AltsW,4j tin

y , • •,,.:•.4iiiit,4474::*41. ?the . .,-Ateliigenet.-4.iivision-i*Maii.40gt - SAA,.....: 4,01/...?4:4:urgri-- be	

top

YIPOttiiit:	

le

Teirenelitatiirli 

Sta
M .40',,o; !.#11..#3:. Ok0.11:0 ,aii. .0, .0

ap

...---
,14;-..*:atstioi,t-A40 . 7.101 • 0011Po g!its-Giceiap ,--.:-,4f*,',ORI ...„

.	 of..th■i'l.iiiretfigati490..:fectitatelY':::Stablisho8,:,-0:': 	 4i..t..'#)**4.- ...;,z plient =that -:eils f IiiiiiV ':101.. ..	 r:4n 'f*	 e:.	 .	 ,
.	 ,i, -,.-	 .	 •	 • '	 ;-;,*	 -..-:''.,7

	

:;t:::,,a....- ,I....-; •	 .

,	 . • -	 bEEnii1:010,0 ..,..,..., 	 tit.00 :6	 „01:',::..'.:'-.,
'' .1402."/*Ott‘to On.freo.Atl-4.c.#11h4.1 'following..:.4O0.0.0itt..Cii Anao* A) i . - '..

.1�40-:*<-140.a..a •

cv..4-7

-7 I.
9/ce. • d. -
3. During the course or the Heidelberg conference on 16 Novent

ber 1948, the Deputy Director of Intelligenee,' Colonel Robert 	 -
of the following:Sahow, advised

r 4
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•• -	 -41: • That there Axists-nooffleial directive on..10713TI •	.
fr411i:.$110 Director of Intelligence, Department of the 'Ay General	 .
•fitift • tO-f.the -Direotor . of,intelligencei Etiropian'Command4 •

-.• be That the initruAtionsfrom-the Intelligence DiviaiOn„
Nuropean -Command to the 7821 .Composite Group were contained	 .
Latter, HQ, zinroiSeen command, Intelligence Diiigies4 -13 October 1944,
Subjects "Operation Directive for th• .:7$21 Composite 'Group" and a
subsequent letter, HQ Zuropean Command, •ntelligence:Divisisin,
30 November 1948, Subjeots *Priorities for Into)4113,480:C011ection't
(Annex /3).

•
• .11. . That no files on ,RUSTY not duplicates of those in the

files of the 71121 Composite Group were kept in the office of the
Director orthe Deputy Director cf,Intelligenctit-mOm• 	 – . • '

•
. As a result of paragraph 3. above, the only reieren0A.

•material . available at the initiation- of the investigation. :wad that
provided by Washington anctlEarlArnhe through our own channels; thus,
reference material Available at the 'beginning of 10*1.Sysattgaton. .

• was 'limited to the followin.as .	 .
; a. The gIMNM/IEDr-- — Report 10441.

b. •11.1sr dU 1. Oct 46, AC
• •	 4 Direct.or . of CIA, 8u.bJscts

. RTT correspondence tile, Chief of 8tatiQn, GemY...

• Ar.€17**414ista*,igiertg.,14.i.,-**4:10Pagitr.0.-ePkrOlf:
14**,21114e .43r.totilou	 kif

were

 with te	 -,14,0100,to	 Oleic -collaboration
• *,:0110441040.1*44'zIPPO.***-14v:*ITCblen.liighlr*OinOtt*

• •	 .. ,- . ':-.3s. ;..V.0#4ii:44114014vItikrOVOunste .4hat 	 vbSas.,1
• - -.... e.tiats•AS10.4:40alt ,tEr • x..vinss.i0olosk...Sztatseg.1409arts?*1..

,oitno
: " . ..oprntius1 .";41A,peelsw	 Y-AVO*.#0141:r during 1$101 '. first I .

_

* 6. IhrlY ti the investigation .dOiOnet	 -'4`‘.7Y.‘e (44

Jointly prepared -detaile.d ,requesta -to the DB . Commander . an .
German Leader for current and historical information on all. "aspects .
of the Trojeeti These rePorts,..subMitted "tO •us :Di s t*, edges oh
24 November 1948, arcs •
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- TO GERMANY orax.. :... : . . 	 :.. .: .	 . :: .a; :Staff study submitted by the Commaiding Officer,

-:.• 7821'4.40Bit* ardup :on14-NoCember•1948. • -• (Aline; 0), -. -
b. • Staff • study submitted . by the Oermanj.eader, •

24 November 1948. .(.1.tinet 0)4 • ' ; : - • . ..	 . . .	 .	 .

" • 0. Examples Of Reports submitted by the Gentian
.	 .

. - 

Organization,. 24: November 1948. ' .(.&As-.2).'*:	 .::."..,• .,•_
.	 .	 ..

•- 7. The basic •operaticinai• :-directive-to 7821 Composite Grim
indicate a :,the . • contractual-character pi'- : the , -1:18,4erlax..relatiohship- .

, . • ix • the entire I

	

're j e ct , - The DS .Element .fix :: -COIOnli tally -a	 00., Smell .0
.which .Pre'vidos the •German --Organitation••with--lOgICtioal • aUpport and
perforate the necessary liaison to all. other 	 agencies , called upon
to support the operation. The stembe*irof US Element -appear to .!exert
little intluenpe over the a ot ual - collection . operations; this is	 .
• t, the fact that the officsra...asysigXeCto the -.•744,1

Grout --'have,-'with--a- faw':•Xaeptiens,. • had ,-no-.inielligenee-
,- :Irsdniug-•,and bilve -onlYVegamtly-been assigned to .,141 1.1 .14'sjeet.. • .

Because - -.of • tbi iittivitito 'the Gersten Staff.' was the principal • source'
.	 inforinationthroughout0V$-'t0.44.70A/i4dAtirc,* • • ;. 'f:.	 ..'• • . .-'- -,.. • •	 .. .

.-	 •	 ••••..„ -..• •„...„.• .•• .
....' .. --'''''' .- ' --- • '''.. ' '	 • ..-"':' .• •	 ' •':•---'''s.• ''''-	 •	 - thd-9-.5"//- eii 93 .

aXdsiOA wilih'ini*iu40400icig.:Oitio .nililIgli, •.• .	 .1s4r.the--effact.Y. hat. ':the-probleM •Or:-Jfettent.Sheulc ,be -xforime.4,-.40
. • ......wiith.tilitioni iiii ..iortorti., ,to*Iiki •,Ma ,...lera.- - .•:eValuetiax i'et-ifehe:<- . -ntint ::•• •

• • :40-:'-frPsirr.'f.Prod - 140 log -•4.....Atur „ ,....,Vxe:40grAff.r! 	 J,nvestigaiom.0.4.9#-:,:1	 • . %00.4-00.gation	 tki.-reepesttii.41ieNielinti**.744::. t	 , 410P0 II. 43 ;;;;'e: ..• .
..1100S.:::40- v . . :*fkooko;-..ii*Aloat.40..',.K4 .,ridiV- 40.* ,, . 10444',k	 - --out. --,-; it:_ii;i-ot*,0*14#00 .044-$0$1,4,ii	 ,i,*	 .,

,,,	 .	 -	 •

-• of 7th aat lSar.*ere 'forwardd t .X.MAAAWit
iiitottisAfilitA4444iCA A	 qtf'ingp	

.	 0.0,,oli-were aclistea to
.	 31.

•

. ,'.....'4:41...44•62:40:4000.4111....i 4.441.1.4: 14::::,:::"41:7—:11..:::;.',pi".:ttittr.:""loit?.;.!isili71,41tilikansto.wf:iiiir, .

	

?.'	
.. t4ttlii.:,,	 . ._ ,. , ..

 -continued 	 ‘.■33:,:willif . kit
en -U I9V,abØ

	

. . : . • ;:the,	 Sitige004.1:11_,*Ll°,11,t,"ki • O' *SOO *IV
Onion Stiff and field organizations. ••• .. , ,,, ,. 	 .,..	 • •	 .
•placed on the following ten .itemOS . • .	 .•.	 • .,.	 . :

•(I) Country by Cottntry Strvey of Current : ittoarationlis and •
Developmental Projects. .

(2) Order' of Battle and Agent Control Piles.

; )
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TO GERMANY 0/•.TLY
,	 .. The AVM Aaergency Plan •	 . • ,•

. •	 foi• Stiff i ;reoessing Of•Reports 4tew
.	 .

•
. Information to. 11.1niehed. • Intelligent's.,	 •

r	 •

• (3) :a.oVer and Documentation,

. .	 (6) Security PrOceduree and Ts chniqUe a Including cp.
oiexationo. • -

(.7) Signal Communications and .Signal Intelligence.
•(8) . US Air Forcer/ :Int erect 7.11 and Support of .1113617.

(9 ) training Progria, •

(10) Lialeon Procedures (with US; • German, and other Foreign
•Agenciee)	 c	 •	 ••. . • • •	 . • •

:•• . •.• use,

,■• • 11 . eau/ e	 the , •4ixtrim 1. limited amount of 4140 • available
in whicir ,:t0.,teoonve -conversant.	 aispacts--,•-of“-a TOO ,!••e ample;
.organization,	 And	 attempted to • examine ,thoro.
.separate unotiona -*spec so the organization. 	 onoentrst ed.

	

comprehensive picture of , so 	inte].1el gen°.	 •
• a .ti.tiiictieq.4 -• . 'sereurly ,.-nieeetrystivraportailraceduretJ.:;•.egent files,•	 .

• • • •- or an.inationel • •-training :.Programt : and

	

e,a, c&ACiehl	 cenaid.rid 41:1•,proble00*-44*ting 10

tiosrutoim4411,-*Iltilik4miluoot.01444,4***to0!014-1:'.:•.;-
**Ilioia..:

' •
• .	 •	 ,•:!- •

..-:ppy.r.fi•1000** -4 spikrod....41•AshAlt*tiliiiispeetc4:p*OiOckasOIC-i
were -eompil.d La Annex -P. - This. xeportJ prepared by . . ..

AtOr— 	,
pS tat •rsuur.-13 ts0.tr
and	 4:nrizig the -fee-Urgeof ths rinveetigation form

segl;	 51".,„	 REgOltaX1010JUL

11 -rec I cf.	 ,

f.1
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•
• D.••• The German (RUSTY)•Ziement as nos 'organiZsCbrDr.,•:-SCXWIRXDir

' includes :aections for thweellootioni.-irfaittatioac f.fo ‘-.01Attf* •	 •
pSoduOtion . a);: •ireports -fsee Vabh-.3	 ANktiliA:tt 444; •
Annsz 7),	 , . .ostions,-,-4aotiotiagiuti!-kix*441444 , ' * pto-

• situaly01.0 teal 14b-

• leatrityla00::: . 1).4, Annex 1', 	aapplyi.-1.144	
.

•440ixiiic#4.V.1,40% r«dopohloaco of thei:warioaa
•
•
..adadhititratitNat.d • Tabs 	--tad:4;040ex . 1))	 .

	

T P SECRET. (.•	 .
.	 - 7 - SECRET/RELEASE

zi.....	 .	 .....	 TO GER-...:',, 2.,.;1■T'-.7:	 LY,i	 ON
- - •	 -

.- • .i.'.::.Ths Via. and GOrMan• (RUSTY) .111ements i working relatiiishi)
within the 7321 Conposite Group- is baled on a sontraetual agreement
defiled by the BMW ODDX elifieial-directite, dated 13 October 1901.
to the 7•21 • COmposite• Groin,. • (Ses Tab 1, Annex D). • ••• - -	 -•	

,

.	 .
• t.•:•••••	 •

• • B. - The U.S.•Rlakent of the 121 Congiosite Group is primarily -
Oomeerned with preiiii4ing, finenciarand logistieal •suPPOrt,.and with -
dealing itith problems of legalization, housing, cover . SSCS*sss-
portation on behalf of theuerman (amaTI) xlessst• Its isf1S0sse
on opeational matters is primarily ezereised through its-contrOl
of tiaiapoi and Supply, and through its provision of REX ts. (sot
Annex C),	 .	 ....	 • ...	 •	 •	 --..

• The German (107STY) side of the 7121 Composite . •Gtotip 011,13. no
.longer be ,accurately described as an intelligence operation; it:test
in .reality, emerged as a well-rounded German intelligence ,seevite, -
staffed with ez«Abwehr and General inert Corps effiaers (See 'Tab 4,
.Annex 7), suppoited.by U.S, Ammulatell.igeneo, and opelating • • .• •zelasively against the Soviet Union...With tactical-emphasis :on • the
Soviet Aimed Forge* in the Wasters Zone of Gezmeny. (Be.." Tabs 1
.ind.21:-Anneri D),	 •	 .	 ..	 . .	 .	 .	 .	 .

•••••••-•	 o• •

• • docuoiiiki.	 b.•5••••::Aloaa*•11, :Operatill.44TV:

- :(1010TT)7440.0, it tpritra •impracticable
IWSTT .ate parts .1041.4* can blt .....5.nalvidially liqtatdoteit'*

......*.#:.;:bporat$,oa :1)710r/sue Via. • agoaotoo, 	 ' • • - •
. •	 •	 ..• •	 ;	 :

• There	 . .41$ no orideao* that the oporattoxto
(8115750 ...--M1,00ht .tialta •Aaaa ,diirostad to 'Mat any	 ••

.21,044s . oOt.4aitician'it ••thell,S,-Zlenentp ' and itappears,
sttempter•hive . been'aadO•mot only to treat' • ••UVs.

•thall.04 • 113.ement as basis iatoiligOaos objectives, but also 't 'in •

• indirect statement at to the .authorized scope of RUM ' operations.
(so. Tab 9, Annex D). • It must be noted in this connection -that,' ••• ••
silts the army both at the Washington and pox levels has btia : 	•
reluctant to give policy direction to operations,.. except • for the
brood picture which could be drawn from these M I S; Dr,
has been forced to rely chiefly on fragmentary and .desultory • •
'instructions obtained in conversations with . RWOM and 'Washington
Intelligence Division officers visiting the organization.
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7. Ih• conviction that the -time of extreme aationalism

past and that the future lies in Western 'European and Atlantis
Union ooneepta appear' to be the sincere motivation of Dr. MOHNXIDIIR
who makes ideological indootrination a vital element a training of
his organisation. (See Tab la, Annex D, and Annex a). Insofar as
is compatible with this concept, RUSTY can otherwise be said to
subscribe to the traditional position of the General Staff Corps
and of the-Abwehr. It therefore appears to remain aloof from
political motivity. although sscribing to the federalist concept
for the Western German state.
• - O. Dr..' sesiaraw ie.thOmost imprissive:semberof thi.RUSTY	 •

staff, and in our oppion dominates the organisation. Ris outitand-
ing personnal.prablWaPproximately one year ago was to remove MX. • .
BRANDER as-head.of the collection Offtirt, and to neutralize his
direetAnflgoonse.ankoontrol.0.1nformation.collecting,aotivities
and perSonnel. This problem appears to hare been Solvo ik 1041.0Still salvaging Mr. BRAZDER ts .serviees and thirty rearCof'intO1- ; .-
ligono44xpopionoo in operations directed at the 	 by assigning:
him to strategic planking for the Viddlelastarea. • .
hiciself4S'now expected to leave-shortly for Teherag.,-.
— .1.; ,. Dr. SWIM= admita that Amy proOsurnin.190 and XV,- for .imMadiate production in widely diverse fieldOrandAgetTphioal .

.10ottlaiitaLAtimulited anplanneiand . ukOontrollOCgraUth,..-: 444,0* % •

rules. 	, •'': " i. 	..
100004111041 -**4 -04101Vms'Arb iling4001004-1100Y *.''*:***0..1...V.. -''-,t..04•13...•1141Plilik.4414414014210r#OW.imSlligSnaie....1geo-1100.10Pland.1-4niexl).---,--.!

'AtaBT*10..information:a°114440.0#04*..;, .:,,..: •

**411474841**1 404414**W4-10104 - :41	 .thc sin .
.-,, .:40,*44:400400 -;00tilanysi . and with .f,. - 'gni:.into : .1 _

O ..., *Odd* - the IrOitOrn-VOSR•and .,AtiNB	 . • • ''',..V):0;,,-• !.'A a . .. .FAC,414muilay• ,adeottaly• f.totOroti with-i	 i...

4

,..v-•
• - - --•? . 34r,SO“Wimii'lasioU0n: theossumptiltd-that- .:	 m

	

..i;,,... 	 ,	 .._...	 ,	 ., .,.-*
• '	 draa 444.4. V." .. .ties ,ank.Allrel .:•.of-noloport . mill: -oontii.a4i.'1, '''A.O.1..ili
. . :Aare •-140:teliOnotratiOn of -411,-ifoOots -Of, SOviet .ronCL mniot

- • 'Itatti ion 4n4ho • Sovilit?icOna,,trhilivtrinning44iitzsf .‘gt .t:)11
It

•- • -toot .03'..,there,. - . At4hivaino etiMei 1)10'840 .•onorililitna into	 f
..and:DieahoslOvskia : will .bo feettinuedi,with anAdditiOnsV.attaiiiih-

•"L-t4.a1iig made to establish . coverage of . 41trategiiia14*.Oritital ,4010ti , '.
• with rotuo,•oomonutioationvociilootion aativitiaa ,in.the Balkans sr., •,-.. •

liowevori : 14444 reduced, althonglt provisions.: are :being made 0 :rattan •:', .
.	 • such agents and support facilities; o sp. oiliUr, ln iltnaania, as ...ell s. .
Its • ?wired for extension of operations into the iussa.,..•zit-idditii*,
RUSTY also has wan-dovolopoLponsitilitisa for strategic operatiOns.
against the Mit through thelaltis and the 'Middle MAO, 'work . in
this field has progressed to point of reactivating Abwehr.sourets ./

rA.	 -
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. exa*Lniikg resistance .group ,potential and placing -some now deep • .
eoTer Psraenntl "in aPPrOacn-areas to USSR. • (	 %%V. :I@ Ana= 7)•
SUCOU t s 'emphasis on the proogrement. Of •laetieelt int0111410100 •

• limited funds, and the leek of 'ohannels to coordinate strategic •
operations in any way with other .13S and -fleaterrvOpean, • intel.• -
ligence .activities in thane areas • have, however, - ,ienfined , RUSTT i n • .
activities in the strategic field to the -devblopmental phase.

USAFS ts greatest interest in 1UTSTI -•is in the •results of •
iStiliTI ••monitoring, DP-ing, and .cryptoanalysis • of soviet Ai* Fordo- ' •
radio traffic. • This at -present is the .only • source available -to•
TIOFF of timal,y , information on ,.•Soviet taotical air--aagivitY in

• • Central . Europe.. In the strategic field RUSTY:is • doing,4aluable.
(work in the preparation of :target folders for Air Force -which' has
I else suggested (via Colonel Bromley) that -irasivr look into the • .
possibilities Of` developing • air crew evacuation and .• 'seepe routes
out of the • "USSR.- (see Tab • it, Mae*	 • • • • • •	 • "..

K. • An analysis of Rtrwir : operatiens and pre:4120ton -indicates .
that at • least fO% of it is on tactical military intelligence " •• • . •
2030% on strategic intelligence of • interest - to the,Arriet-Porses,,
and the remainder is on political and economic intelligence.: (See.
.Tab. 3 and 4, .:Annex D, and --report samples, AnnexF),.. , 's •	 .

L.
•	 •	 . •	 •	 .	 .•••	 •	 •	 •	 •

An provision *against 	 event of war •AusTr has .;,-..**100*
detailed eaerg.ncy plan which has been lailiettstetiiit*ibh-AkiWora . *„ by :•
N000liiLj;i1)04..:10,e-e . lheal	 :4004040070filOirp.

;	 AtkoinA4111111,010..' -1 4:n
'	 bloes..-4100131*.iti. at an	 With;the

• (.5fie Tabs:4 and 10, :41iner 1)

11. TA. uove' and legft3$,zition of BUS?T.ta.. •
• .1*.:4:40:11:0to*L'Aintsi witl bOcatiltn
•-•fnt#10;e:•;: WV. 44elpertittiPet en in 'Joie/ • Ger .*44100ent
Atit acies".-Ahe	 *ith.ieijl ,
pfticials . iiiiiiiheet.:4hel'Ipissibility •:411 Ian er*eitieh -:•ena AIWA:

paat of LB. personnel, Cootte;retel or . to*Ormeeltek.ejoi*Or.
• . • -

	

	 -termer wett1.4 .3* Aar :00r.e. •)40440i'y
but he latter would- otter a'leak" dtaitatt politi il ,41,03.: •

- • - ,terp.),robibld4 :4the*to*ei,Aihab AU :boo , soutiork .:144_glig .	 . • •
_ . _	 or the two. . : :At . any -rate, 	 an :

' •-•	 • • -".•	 -10kaasingly critical factor in the ittopeas*4 . 0**4**4140* of. •
*USTI , activities. •	 •	 •	 ,••	 •	 • •	 •-...,•:.	 • . •	 •

.	 .	 . • :	 •	 .	 •	 .	 .	 .
. . • ..I. The size and scope Of the present • organization,* entrant' .

political 'developments in Germany, and the number of 'U.S. 	 .
other than Army having .a valid interest in•thetuture :ef Rum; •

. maiftAt highly advisable that U.S. policy with respect to 'RUSTY
be determined on the highest level possible without further delay.

,, _ar
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• 0. CIA, Army. , Air ?Oros. Navy, and possibly-dtats. all appear

to have an interest on :the -national level. In a
respensibilitiee of thi . aaropeah,teleaaadar,.. as veil as of hit••
Airf, /tree and , Navy commanders, give • thee all -a vital Ant oretit,in
smelt of • the ItUriff production.r SU •representation -abroad has an' • •
interest in.RtYsTY production,- and • partienlarly in its strategic. •
activities outside of Germany and in its future GIS is1Plifhtlahe.•
Under present- .eonditions, however, continued . operation by the	 .	 •

i•	 Occupation rem of the 7821 Ootposite .Group' in order ,t -!.provide•
*over and logistical support for the -organization ..appears necessary.

.	 •
P. Facts learned in less than * month ot:obserying,RETSW-nre

certainly not conclusive. It isOlreadpcleerly.apparent,'hOweyer,
that . manrof the problems facing RUSTY basically stem from:uneOnd•_,
organization and inadequate staffingon:thet4S. Bidet- .The.v4,-.
/Klement should bereorganized, and following this reOrgenizstiOn,
at leasta year should be allowed.duringmhich•period RUBTroeult-
be further tested and remolded, and itatotivities::tatfer coordinated
with our broader national'intelligencOoffort.-1AlloAluring..thia
peplod,ths problem of relationship between RUTT and'the-Westera,
German Government, as well'as:lhe wholoproblwof-oOver.fOr,the.•
organisation, should be constantly reviewed awe discernible pattern
tor'Oe • new Western OermanStateoemerges, .

• •.	 .
•.$4. ,. • Any decision to withdraw a major part or all support

•RUBTri4artiedarly . vilthout:a tapering*off:period4-1041COeiliinly,
effeCtiheposition •ofIti$1mtaiige0,40 -11$440,-,-the4utUri''. :: :•-
GOVOOn IntelligeeiteServicew#44hvill-iASTite147444t0441.400.,,
regardless of E.itiirelint'',44431110314.1:,,Oi .,IWErM4,'44.4041*444.411.1.1i •018irhiehitaa:,..1041:400ori,	 r
.4C-..040.:**tia241401,0mumentotAfe;m4Y0410q0.10:'

•supatianalyteritea*,' 1 -00.eatals#' ..t40 -40199: -00
-:,:•.1)outtitsts 4,-toist:UOiltesiOiji440..iSto

	

01403  t 	 will -stasiii.CE
:14.414.044Vs. oni, jfl .s new 018. Another LN$rte

,: his Closest	 .ez,,aeraiai4eha.: 
in the . .future

?role LfCalfeetarn • 	 ellienet, this I ay:ii

VOtifik#404001.0t :iout;tchan' appears .t0.1,07-whelsheri:Ire*)
.na*	 ..	 H1.00000134.- it is desirable 'ter*the .:1148.. 44712P1,910117. tL.•. • •.'1;

•r	 10C110041i*(44t-SSe•xOSurgSst Abwehr and nucleus of,a fa .urs-'::•'•••
sriiiSh: his -Utz' :-.1artared for three years by •

• .	 :rarest.- TsOni , the int elligenet viewpoint, it. •
ieeht,deeirable. :that : OU enter MOTT at that • point whet* It can •	 •
Eontrol all contacts and operational developments outside Of Gerken
territory.	 '	 •
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III. )8200MMID4TI0N6 

-A, That form of investigation whi0h begin 30 days ago bo
modified at this point by designating investigator as temporary
liaison officer to commanding officer 7821 Composite Group for
conientretion on f011owingt

(1) Provide direct channel to MA for conilderation
on project basis of strategic operations now in developmental'
stage.

(2) Provide 7821 Composite Group commander with advisor
on intelligence problems which transcend boundaries of Germany.

(3) Provide channel between CIA . mission . Germany and 7821
Composite Group to reduce existing conflicts and undesirable dupli-
cation of VS intelligence effort in central and eastern Europe,

(4) Provide basis for further examination by CIA of
character of RUSTY. Strews this. is interim arrangement ih11e.
broader probleas .Of RUSTY are undoreonsideration , in Washington.

B. That the supportof the project . ey the-VS continue 94 the
bacilli of a reorganization Of theA78 s1Wto eneurelhet-RUSTX .
operations are 'coordinated. withoOther 001.04040.0. eetiV11,44
in Eastern Europe and the middle .14 0441,'

That operation of 741121:,,tievos to :Ii.firoMp
:oosnianiaing4.10441 , - of the
Intelligen0CresponSiblC:SOr, .ordinatig Ihe.h'
3e#1,141,7 rendered the Alse*P by Ah.:;*
•244.+01 ,70glios in NorOp* :444 4110::'14A'7.	 ..
. 	 in iti dual xo3s as ,De•
• iatelligsn.e• •-•'
. Its general-44 the Ground forces inlurop. 4000440.m00, 7
primary interest and COntInce‘ to ,-,p1.47,44.1.41110 : zias'WX:th • On
the 401Riali6 • ohealiol :an044.34,14.:400141iiii of 00/.171011:54,10. 0

,..-*.ould be el4r10,144:; 	, : •	 4	 • •	 • •	 • : •.	 .	 .

. D. That tha' ,staff if the 7021: Composite Group	 •	 ..	 .	 .
representatieis of the	 Air lora. I - .Nevi (it ,I.Sesst verreln_.	 y	 ,and CIA.	 ,

E . That lhni sum appropriation WfUndi:loCuiPort-lanOt
facilities and persennelinVestern.zontaandtectitalend:00etegie:
collection effort in eastern Germany and purely tactical collection
in Satellites should be made b7 CIA, Army, AlriforcerteAlteragroe.
sent in Washington on annual basis and . at leict4ix :Menthe in adven00' •
to pormit . planning. Also by same agreement at Washington level
Periodic statements of area and target priorities should be
furnished 7821 Composite Group, through the Director of Intelligence,'
RUCOM.

".1--1StRET/RELEASE
TO GERMANY ONLY



I!

Secret

Re! GER

72. (Continued)

SECRET/RELEAE T	 CT
TO GERMANY ONLY.

-7. That appropriationnof-tundeAo support any aOratsgis
intilligionscW0srationsinA3altio i3OsntralMurOpsilielkana and
Middls Mast should come only .from CIA with each Operation :Wig
handled on a project basis within CIA 4hannelw.
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Intelligence Division

APO .403
13 October 1948

SUBJECT: . Operational Directive for the 7821 Composite Group

TO	 : Commanding Offioer
7821 Composite Group

In order to provide operational and administrative
guidance for the Commanding Officer of the 7821 Composite
Group, the following policy is hereby established.
As conditions affecting the -functions of the group
change, this directive will be amended accordingly.

1. COMMAND AND ADMINISTRATION

a. The American Commander is responsible for the
over-all direction, operation and administration of the
7821 CG and for the supervision of the German Element
through the German Leader.

b. The German Leader is responsible for implementa-
tion of the policy and directives of the American Commander,
such responsibility requiring that he exercise close
control over the German Element and be accountable to
the American Commander, for all variations from estab-
lished policy or directives,

so. Discipline within the German Element is the
immediate responsibility of the German Leader. It will
be the prerogative of the American Commander to order
any person dropped from the Organization who has demon-
strated himself to be unfit for suoh employment.

d. The relationship between the American Commander
and the German Leader is . a.contractual agreement designed
to facilitate the . procuremeht of information. The American
Commander will make available to the German Leader such
operational funds and supplies as are allotted to the
Organization by higher authority. The German Leader is
responsible for the allocation of these funds and supplies'
within his collection facilities so as to assure maximum
produotivity in the fields designated by the American
Commander.

iSg'p.6.11731 TS C
regN.: 
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C.

e. The produo ion of the organization will be kept
under oonstant review by the Intelligenoe Division, EUCOL,
and the German Leader will be advised through the American
Commander when the quantity or quality of reports becomes
unsatisfaotory. It is recognized that contingencies
will arise which may result in temporary reductions in
the volume of reports from certain projects. When these
reductions are due to the diversion of funds or supplies
to other projects, such expenditures. will be clearly
reflected In the books of the Organization Fund.-

f. Expenditures greater than $100.00 for purchases
of items not listed in the periodical supply forecasts
furnished the Intelligence Division, EUCOM, will receive
the prior approval of the Intelligence Division, EUCOL.

g. The 7821 CG is part of Munich - Military Post,
and maximum coordination with the Commanding Officer,
Munich Military Post, will be effected. on all adminis-
trative matters pertaining to his oommand. Generally
speaking, the Organization will be subject to the
inspections and other administrative controls normally
Imposed. Occasions arising which, in the opinion of
the American Commander, prejudice the security of the
Organization will be discussed with the Commanding
°Meer, Munioh Military Post. If no satisfactory
solution is reached, the Intelligence Division, EUCOM,
will be notified.

2. OPERATIONS 

a. The 7821 CO is a positive intelligence collection
agenoy operating outsidethe US Zone of Germany with
exception of certain administrative field offioes,-eignal
installations and such minor counter intelligence operations
as are neoessary to assure the security of the Organization.
The geographical priority of coverage established for the
collection operations of the organization is:

Priority One: Soviet Zone of Germany
Priority Two Poland and Czechoslovakia
Priority Three: Baltic States and the Western

Military Distrioti of the USSR
' extending East to roughly 30

degrees East Longitude.

T
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Greatest . emphasis will be placed upon military information
with lesser emphasis upon economic and political information.
Information concerning progress of the USSR or her satellites
in the field of fissionable materials, atomic, weapons or
chemical or bacteriological warfare will be considered
military information.

b. No collection effort will be conducted in either
the US or the British Zone of Austria, these areas to be
utilized only as transient areas for couriers. Uaximum
coordination will be effected with the Director of Intelli-
gence, USFA. American officer personnel of the Organization
are authorized to contact the Director of Intelligence,
USFA, directly on matters other than policy. Changes of
policy require prior approval of the Intelligence Division,
KUCOL.

o. The Signal projects operated by the Organization
will not engage in research in eyyptanalysis.

d. The Organization will conduct only the minimum
counter intelligence operations required to protect
operations. No attempt will be made to penetrate the
KPD or any foreign mission without prior coordination
with Headquarters, 7970 CIC. Should a member of the
Organizatimuisuccessfully penetrate an organization of
counter intelligence interest in the US Zone while in
pursuit of other missions, GIG will be notified without
delay, and the agent either will be placed under the
operational control of CIC or withdrawn it cIc considers
such action preferable. Counter intelligence leads
produeed by members of the organization will be given
to GIG, as such, and will not be pursued further by
the Organization unless its security is closely involved.
If that be the ease, further activity will be coordinated
with CIC.

e. No member of the Organization-will contact any
foreign intelligence agency or foreign government without
the prior approval of the Intelligence Division, HUCOL.

f. The teletype facilities of Headquarters 7970th
CIC Group, and subordinate offices, are available to
the 7821 Composite Group for the transmission to
Intelligence Division, =OW, of items of spot informa-
tion which are of such a nature as to require urgent

T
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handling. When these fuoilities are utilized, an American
representative of the 7821 Composite Group will authenti-
cate the message prior to its transmission . by CIC.

(signed) Robert A. Sohow

ROBERT A. SCHOW
Colonel, G8C
Deputy Director

Tel: Heidelberg 02256
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EUROPEAN COMMAND
Intelligence Division
APO 403, U.S. Army

350.09 (GID/OPS/IS) 	 30 November 1948

SUBJECT: Priorities for Intelligence Collection

TO	 : Commanding Officer
7821 Composite Group
APO 407, U.S. Army

1. The following will be added to letter from this
Headquarters, subject: Operational Directive for the
7821 Composite Group, dated 13 October 1948:

"2h. Intelligence Collection Memoranda for-
warded to the 7821 Composite Group for action will have
Indicated thereon the degree of priority assessed by
this Division. These priorities will be expressed as
Priority 1, Priority 2 or Priority 3, unless the
request is of an urgent nature in which case it will
be labeled Priority 1 URGENT. The general .basis for
these priority assessments will be:

Priority I will include all requests which
concern activities of the USSR or her
satellites which indicate that the Soviets
are preparing to initiate hostilities
within the next three months. Also included
will be requests concerning progress made
in the field of fissionable materials,
atomic weapons and chemical or biological
warfare.

Priority 2 will include all requests
concerning plans the USSR or her satel-
lites may have for the eventual
initiation .of hostilities.

COPY

7(9/75-
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Priority 3 will include all requests
concerning the war potential and
military strength of the USSR or her
satellites. Also included are any
weaknesses of the USSR or the
satellites which may be exploited
to reduce their war potential.

The geographical priority listed in Paragraph 2a will
not be indicated in Intelligence Collection Memoranda."

ROBERT A.SCHOW
Colonel GSC
Deputy Director

Tel: Heidelberg 04255

Note: Above priority system given to 7821 CG by IRS dated .
5 October 1948, subject: Priorities for-Intelligence
Collection.
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2. Ordar . ef Battle and Agent Control Files

3. The RUST' Emergency Flan

4. Precedere far Staff Processing of Reports — Raw Information to
Finished Intelligence

5. Cover and Documentation

6. Sscur#r Procedures and Techniques Including CS Operations

7, Signal Oomennioations and Signal Intelligent*

0. U.S. Air Ferees Interest inpwnd Support of Rusrr Operaticna

9. Training Prograa

10. Liaison Procedures

234 Preaiinalyaia

s EGRET
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442-zafrY	 ••• j	 '	 t•

rom•
r	 ileplattPe ciTaktt
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,	 .. _	 Rianit' r_0131311,TTIVMPI tOttill ighYlP TERSONNSV-1 whit:4, in• ...	 tice:4 htrn• . been r4greed tn by the US ote . ff, bostc bio;n.:41ihitt-4.1
info nrrit intm voNTR0V: ?ILA in the eentntl • files 5r nil mgente . •
of the orgi9n

i
 tion, t	 ghithou not ph inf@mnnts... whtla thiz-

'an+ tor i q i is •f,:, iriy. 1 imi terl , 1., , r!..sit to evea field 02'17 0.r:di.- tior
tyla br,difit.ro-emitailt bio.v.inhieni q n:.! !.:::ile.r- A<.r.s.:;nr.,.„nii:. ir.vtart.11)
-1 r... 	 • .t v-z: ;..f., 1.::.ku	 .&: 	 1 .,1 c•::•.-1..• a .7;. • i, l: , .I.,:', t ,, -il b I; tt ':::: ,1	 11. ' r. 'F . .■ I ;is.

.	 1. For the purpose of thi a investigat ion personnel • Order
.44,H.at tie. ii4Iiiiitquired .:Only-7.on''thifse:ifemliers df. the orOtaeition
located '1if rft. VIM rY .teir i tOrf 4rid.,*ho',' be ea Ulf& tof•the ir • 164d ing - •
piiifitions, ere able to influence the current policy and .future
development of the organization. Order' of Battle of RUSTY
personnel, therefore, we s .obtained down to .and including the	 -
so-called Organization Leaders. -Details given included cover

'	 name, position in the organization, former rank and/or title,
former employment,' end essential political background lnforma- . .
tion.	 ma terialumlita eetiiiiiiiiid separately inn...0

and

	

	 ).--	
•,.t-/,/4.- Ex6 .

/276.-,72 79 'V 70 C,e4:P4I A: /7) 7)
II. Agent Control Files	 . .	 .	 .

2. During the first two years of RUSTY operations, Army
pressure for production resulted in field recruiting of large
numbers of agents about whom 'no records existed at RUSTY' head-
quarters, • • Vith the appointment in the Spring of 1948 . of a new
head of the Intelligence Collecting 'Organization, however, a
determined policy ,of accumulating  basic central records on all
agent • personnel. wa s . adopted, .	 .	 . - ..	 -•	 ,.	 ..	 ,	 .	 ,	 •	 ..	 1,	 .	 •

. :.3. • The policyx of persuading .ggente. to..subMit...perional:rda. ..

	

.	 .	 ...
and of'-persnedipcsubordinate • organizations to • forwardS : such :--
da te ItO headquarters for . incorporation in 'central • agent files
Rat.404.6.1 '1f.i.vu I .-. lif,SA..ng slowly and earefullY J executed. . Trois.

' the memory of manY,AertknS I...tald . t,i;itiiiiiiirly' those now • 4 siSOOiate
with BUSTY, 11- the 'fictAhe . quick -and '.: •,Incluailie • round;-Up by :::the'', ...,.

, Allied iT3Owera of Oernians in • the various arrest . categories
estahliiihed,bY the • victor s was due in large 'part ' to the Heiii teCCe..:,
•of .•central .files and to the failure of .proper German authorittee- -
.: to :de itroy . these files ...In' the disorganized • period of -imminent: :: • .
. defeat. . A repetition of , this experience, this time • with the •:. '...
Soviets' es-the •teiiiitarary viCtore in'Oermany,-.is,..greatly -feared . •• •
by -motet RUSTY; field •.and . agent. personnel.' • The majority • Of . 'agents • -..,

• ..:' . withlsr.s ree a under' Soviet control have IC 'More • immediii te fear . that ..
insecure handling of perional data in the &aurae of passing, it'
through channels could expose the agent to possible arrest,
torture, or death: In order to mitigate these fears, .Dr. SCHNEIDER
personally assured the organization that there would be no .—
reproduction of agent file material and that he personally
guaranteed its ,destruction in any emergency wherein it could.
possibly fall into enemy, hands. ..
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1TeR(Millicif Dr. SCHNEIDER's guarantees which in .
prRctice, have been agreed . to by the US Staff batic.biographicai
information is now contained in the central-files.on all agents
of the orgonization, although not on informants. While this
material is fairly limited, a .visit to one field Organization'.
(114) indicated agent biographical and other assessment materials
are available in Considerably more detail at these levels.

5. Although not duplicated in the files of the US Stiff,
RUSTY's agent control files are open to US inspection at any
.time.
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„.• ,,•
. S RET/RE- LEASE . 7,17, P,'SEGRET :(•-• •

.,-”,' 7- .-, r ...■ tr.'....-■”.--

,1 7 rix TT .v.
TO GERMAN, If.)(..tl'in:i. 	 ted - • th A t .. the ;11', r., . -b.:, .1.,• gcl.ht: A. a l'irl . •. Tie g1t4 ,xitAQ/At int'ep'n . t.lpil Id th •tht •pl elr3 . of :-...cc..., ..t.,..„.:o r I canl' I°67..'1""y^lef.r" ,-kiri Pi's ri tion th'il t. , ..x.oulci gr: ' . lit o . arta ...-..t .n t 1:3.1c,. time , of .

• •	 T;!;.'911A14544-ritiAtOrtfiltati.eliknOl*iif Veih41d/111CiAttlam
ii'ia . 000: liki40iit4".$ . amoithcrreivrricl''detirilitiirEmitigehdililin •
Will' be-itag	

,
ementedl • The' diteitt of this Plan are . known only to •

the top	

r•

. stati%. mem,hvIst of psTri ....oloyentsry orders ne ce 88,117 to	 .
121.itla.te * ,thk, ,91*TI-Or.1:: here' 1150E6' issued   'i t,:t.4' The', tilt ire ierlarf Ali ii§ib. re d	 •
to t' the' feieVAlipe 	 .litriffpf:::;sthe . EtirOjfeap'.....qi4Malidis
1,....'1;;.1 1	 . t ..J, . .. 2:11:.... F. ."1 4...:1.:_:..: , r, .1 . . .2 ,11-....-': t,7"..,:yff:•.:4 	 .	 tz• I: •	 .. ;., •Ar77177.'715.'dol5 S .&1,24 (q A'

Pie?, arirsii Staff i t '''RUSWombieetainvistert ,ifirit ifileording: j
• ti:3`.s the' 'n;n," inevle , to BINGEN' on the .	-at the West end of..-----

Lake Constance where, it will be escorted across the 11111111110 41111111111St
.	 Itn., .;;RI,UthorA.seA ,-, crossing . ..ponti "' This a rrengetaent , ha.s:-.hifienavida**;:•..s...... 	 _ _

',Q.A 1.). o?: fthe iiibvtiMeitt_O'f,. (t1 11,4-liaiid	 titers into 	 . _ _, ..
through' ilaiiCokyri , the head i4 , the,-. - .' 41111‘WrOTTC—r-iz: . 1 tern& tei &Ins	 <5 .-4-'•	 .=.4,z.

• through AA 4tgsBRUCKs.son . th_
,y1

e ,	der	
4,/,,,a4-Ae a vl	 )/

lrors or...from SI GEt:ri 
,c -----liitli 4114.101fIrtUTILEAT/4N. if. ... rpta-	 '-.71C--le 'cOntesiplatedha t

„-------treiliitiditra rteki"i417thoye 16'•-	 cailLihe -

o	

A	 a	 O

their

t	

fiC

w	

__. ti AT, 4 i'tuUtibil-------H.3-,....,e
'	 ili ire- .--c Os p.'ec'elaii ti' - ill5 	hi.. 1PSTiiievelTliiiillifer.r,. 

0
.-7311 	 ,

- *	 . 2.( Cl-i-1.7 -1.3.11‘ ftiN11141116- t
be Oh
N lffi`.	 eft' IV-Nihq...11. 4WH, .	 tetil. i	•s'elsirQinal,f -.. . _s_5/0,-3,i, ''A --- d iscussed1-4-6cP	 '5q,..-s --,41-+,',...-Ii+v- "- • . 'Al' l'Or '0 (13-'' -1(0 'WI ._'	

_
-	 • -uVeiLl',.-1;!:thrnel-iii- -7"-ati's ...tif ....ilt11:1,17 .1,-iiciVe .'..; •4 1 - n12.....ra-r- s-es 10_13 ER, R. rtotrif......61:::"Siirryttahn,Lsi..ilnii4'611.41.11171.111t.a4,.

.K 	  f 
te ,

Itt/ir..o:iizzaufho ,..k. sucom riivilifir4;.t .76.40.% ;6DGERR 41;-recile :; ft0o. $...±.$:

.rk ,.,., e r ar btlib 101.0 rine liwehig lid:l're ' "Mit ', feir:O iir inse s-g.
14 si it ilie tarilif. ill s) ctiirltieli:Ithiftlirel - illite dz. th:libr- tope Ct

-to	 isl;in'ANIIIbwhere 'Ai repel son a,

Ifeskisetig. : isifii? 'itifteliiii.p Il D.. if 414.4. 13	 IDE IC.: talliiilt te_hOse-
•ft 'rile.' T,thes, al a*iils10 rY.".. A. IA' - tii:. 	 Y,As., 1.1,1046k!Ar,-;. • •

41-.61,p-figs VP .-, ,	 ..11.40V„.4 „.1).-.. a ....— ' ".	 ff .., 1 0.Y-,,, -	
94 ; )1• :4" - . ,	 . -impfute

3....g,*::..::!4.?,A.Apg_.. :i.4074-̀,:,.0*!iy.ro.,:-.t,	 1otR-4::-.1i.::::_:-.:.:..,,,,,,..-.7..,-,.'...N7,T.;,....,
i . :.:.ktfiTi .-.doe 0 not haire4rti.: ,h4h..rie*el ' •.1.iiiiii.Qiii'Tiih.. *4i.-:., .	 ,6'..e;74`-sX'..:-.!heQ0Use*:.6f4:4:7.9.1Q#0,11111111776qslibt-,1:,1tP4,. has, yedzi se quen	 not -Informed -,them of 'tut r -,..n . 	 rnate 7 Pilt..k.'..011.7;!;,,4:::::-'.,.,...: ..,_

movement 1 . .into 	 4. 1,44,-,,_Ivi. ..,,-y....* - :-	 ' 	 `.•-::••.'',J--- -..:i... --,•:-•
.	 .. 	 .,. -...- •	 .. .:„••,.....-.	 ,- ...,.,.•	 .- • „„ .:	 .	 ,	 ..:.	 - ..	 ,	 ..:-.:.....,.:,:.:-.,.-.,	 2:. : •	 .... ..	 . • ' .	 ,:.:::....----.i.•:.:,.!	 '.'7::•;::.

...

	

	 . .-.....4..:,- RUSTY . Orgs nix, t ion- personnel in Northern 	 whore.... . ,
-scheduled : for : eve cull tion-e re to be eve cuated :. by a sea toutat,arrange-
ments to effect this have been cOmpleted.'... ; Remaining personnel'Ai :'::-.*:.:.'.,-.'. • •

•• the ..Centra 1- Germany era s . have . been instructed to proceed ...p:,-,.', '':z.-',..;,•:;:-,...•':1- .

•
• C

.ri

le 8 ignn ted 'Points west • Qf:: the Rhine, 4arteH____)• .	 . ‘4: . ....5.• 444,. ..7,46.2.,. • .4 ; .4,6t• . -..,...,T,..'...;;. "... '..:..:.-1...	 .
.	 .	 .

	

pgr,..' ' . ee, —I.,' • Mosrements . through western •eimon. . t___01101011111111111 end :Arita s • . • . ..	 -7
•"Ir---'7--t'L-A---':::'-.... .

..
..-yr—omr.' have been discussed . with the	 MIMED

. Agreements reached with the	 'elude deliti,Milkiiriltsov. aim * • . s.---s4'171"c'e"Mile immedi q te establishment of . ' a. liaison 'radio 'channel tiTthe---- i=41,.„1.,.1
,, PIS from RUSTY for the purpose of coordinating Movements. The 	 •

/.e. i7. c-A 111110111111 requested that this liaison not be revealed to the US Element
: of RUSTY until such time as they had had the opportunity to report

the agreement' through their own channels to the American "Central
Intelligence Agency's.

r SECRET

/RELEASE

TO GERMANY ONLY



Secret

Rel GER

72. (Continued)

SECRET/RELEASE T
ONLYTO GERIvIgkilYr. SOBEIDER indicated that the plan has gone As far

As possible without integration with the plans of the American
Intelligence Organization that would to into effect At the time .of
the outbreak of hostilities since he considers that his organization
would immediately become an. integral part of the American Intelli-
gence Service in the event of mar.

7. The Emergency Plan includes the activitation upon the
outbreak of holtilities of a system of sleeping nets and agents
which at present are s only partially organized. Most of the present
agents,and'informants behind the Iron Curtain would continue their
operations relying primarily on radio communications.

8. The logistical, documentation and signal coMtunications
problems . nttendAnt to such an operation as envisaged in the movement
of key staff personnel and All members of their families who, if
left in Soviet occupied territory would create A distinct security
problem, have been given detailed Attention in the RUSTY Emergency
Plan; sinoe they are not considered relevant to this report they
will not be forwarded unless specifically re:guested at * later date.
IhegihOral, the transportation plan envisages the use of RUSTY
organic motor transport re-enforced by the truck

 the,
	 of several,

large trucking flits which have already been contacted; an alternate
solution involves the use of a ten car train from the Munich area.
The plan to ensure the security of the convoy during the evacuation
.includes the employment of a large detachment of German police And
an emergency issue of n*s to personnel of the German Staff. Details
on these matters have been arranged. The RUSTY staff is fully Aware
of the fact that their Ability to implement such a plan will be
determined by the time factors.involved at the outbreak of war.and
the tactical developments immediately thereafter.

SECRET
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( Raw Ufa/Illation to rinished Intelligens)

Report* are proeessed through three eomponente of the
7821 ()molts Group:

A.. Information Collecting Organization (7)

B. *valuation (45)	 •

0, Rditing Section

A. Information Oolleotina Organization

1. A rough preliminary . evaluation of raw reports received
is made by the Resident and/or Main Resident for the primary
purposes of determining

a.: Whether or not the report ocartant is postible, and
•
b. Details of collection methods used in order to

tighten operational, and agent control. 	 •
•

Since, however, -there ere no reference material' aa- 4 other .reperts.
.te, ttee for eomparison purposes, all reports, -whether
impossible, are forwarded On to the superior Orce4itatiee, ttigether
with-appropriete OOMMILO01.6,	 —

— ,
2, lash Organization has * number of ,gain-iteeidCatit4i4der,44, _-

Npl therefore, resettee 'a 'number Of watr-.Weitertw,W#'4...,nriii$4.,11,;1140#
Oonsitnently, imperative materiel exist"	 5(64'.9 .011
are thirst ier. Ppro•sifted", i.e. ire Alves,* .!kfti*;, „It ..4tily
board .evaluation prior to being forwarded to -;UW-Wil t

••	 ). a. • Oub•Meedqvartersi is • pricecrily . :SeNter*O, •414. •
..04404k4tiem3*A9Piorationiarmatsi*W00140,44A*41

HsiteWth0-104.:4114107AmOvtiatatiOXY ival00044V1104
tion level, 80h-leadq,uarters t main interest is in VOW ..stei
rather, 41LO . the , evaluation and editing phase of 	 pmeis.4,.• •
sing. Xi the 'pre-WON; •• Of reports at this '1E011 AoWOWIt•	•
Operational •itireetives and .queltlOcc(-resiaring . 'terther 	.

-..tion•are"Originaited and are , referred directly. te:WdoS'•fas -.Oppye'i•! 	•
priete . subordinate Organization. In addition,. opersitlonal eCik":
mats .end. on occasion, report conteotsomy be of the •flature're-
quiring security • analyeis.• Such eases are referred directly to
the CI Section of the Sub•Readquarterii

b. Reports come into Sub-Headquarters by courier from
the field every Monday, Wednesday, and Irriday mornings. aROSIPI or
"RtrsR RUSE" reports are processed forthwith and are forwarded • to

SECRET/REZ
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7 . the same day. Routine report; are sifted, processed, sod for-
warded by the end of the felloWing'flay. 'Zeno', no more than 48
heere pSss.bet*Oan the receipt of reports St aub-Hsedguarters
their -receipt at 7. A seeend:.eoptie ksaiin Sub-HeadtOattero •
files normally only 4 - I weeks before destruction. ''-liCknown or
suspected cases of CI .interest, however., • reports are kept as long •
as the ease remains of CI interest.	

.

4. a 7 itself has the following pitting groups! for the
processing- of reportis	 •

Source Svaluation
(2) Hilitery
(3) Air Sifting'

(4) Stontatic- Sifting

•Political Sifting
(6)- 'CI- Sifting

Thesc-sime 'groups ars duplicated in the organizational make-up ' of •
45; -hence,- there is close coordination between' 'NY-Whose primary
interests are in the operational .c ePoOts or Xi/Porto PrOeitilinik.: •
and 45,' whose -primary interests are in the Content evaluation: 	 .• .	 .	 ,
witting; .sepeete-.flif reports

• •	 .	 .	 .

• - b. Upon 21600i0 .4AVIi:SPOrtik . are
Cat Oal l-iind - '!iStretteHic , 41vitionOwi,m-Vitis.' fil 400.01*Itr: •

Aii."•:.tii:Otitai..'opOtatieno, 	 ..-br )0, ' ,40,14..	 •
operitione. ..1b111111100	 *1,0

.• .:

	 incoming reports	 the	 *0 ii*
TO10 . 0 i4O0tiotiVoitti -otrotigioW4titd :16;:iiitOnogot..4
itOTTFO:t•Oincoming '.:,(sittOr',:Csotrr,1,:

•• sot	 strategic) Which' opt' -*OWby 7 to ensur . that op
'bit**	 0000rtioutoiOriöritioot and by 45 tO.':Itten
the monthly bass and value . of	 400O.
to .subject,

through .,

 report. .ors ' .thin :116144	 thc.apprOPrtiti:kill
group for detailed prOcooliao.--Aioro 'the - .final :-.60itroO,Aioluat

211. 	 ' •'tentttive-'00otOst 	 thrOW•k• 6
reports are than passed 'Ao .45. •	 •

.	 .

i4-Xtch sifter,in addition to b.ng eo*petent to pals
•

oa ths OperatiOnal , Wilts pertaining to roportoi' , IS also 'fin'	 •

experienoed reports- offiter and :can t :therefore, determine suite
accurately the reliability of loirtiOnte . However, individual •
indolent is •omplemehted by various' routine -operations). chocks.
Tor iiitokplo, 7 bairns it has an extensive end a &Junto 'knowledge

7'	 R
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of Soviet vehicle numbers in itOi:.■*110.04,"9,001:14#11••arses.-• All
military reports ,are, ,therefire,•- , .**geire&An• inCiOain-Soice vehicle.
ambers • from the area or Units 	 it :thee, • fleabag's
.do not scheek with those on head as •referenee ,- • the • eittar'aonoladee
that the report as a whole is probably false, or ii
report, doctbred to appear *anent, .• /301v-report:: are not Pal*ad
to 45, and hens* do not get • into U.S. shawls, • Whim reports •
resolve taw:ro la, av#144stion , .operetional•detaile c*e•-eXtratited,
and they are then -pteeeil either as individual or as
reports to 45 for a Weilond and finalflontent,evAquatien•04:edlting..

.•	 d. 'A special. type of report is•the.Pwinterrogat404.
report. Although these are processed ac above, anleardiatinction:
is made between them and •those••deriving-froaagents:avrkigtfleder
the 	 of 7, • 7-stresses-theAitteohnent of- •
sketches to each interrogation report, since these can . be compared
with reference materials on hand'.tneheotaheir:ValiCity..	 .

S. The muchers of reports reosived and prosessett sash
month by 7 is considerable. The month of °etcher 1941 is an
Hamlet

Agent • reports (tactical) '.40-951 •'•
Agent reports-Istratagier
PW . reporte . (tactical) "-..•	 25/••
PW reports (strategic)	 • 2.79.	 .	 .

-0t44900...1099- **pert:J.,: •2,23. were o	 5:44 :.iete. -, :ktotel :, 0
ports whichwere than
thS Al3(ie1Ati00 .0 ...•tiasok	 .out-dated...e..'• • 	 •* 4•''

• -jii14144 of :.ripertarelitint 40 . 0 •4044i0.tjteli
.reeetirmitert reports -Ste hoeonri'','!**404

oecasionh.
..••• iter.0040000 of :00aptletiog altiV•Aalt(Watit-.. answers''.0.00 0.1 .
.444016101.qoeriOs trmtl. .2A4004'04:40.9i:however,U*

- : - . 99909tto number in 45- ii informed. • .•	 •

.f. 7 estimatss...that ,.499i9:120441
• • •.•ror the• ;:trainialttal:ef ,leporta-frea(00'.04eree ..:, in. the target a

to -Ileallquarters .(7) •• 'Delays 421 .$0 ..b11 secoutel tor in lerge.1
•to the • -necessity of transmitting . repette'thraegbAstbar ,tqfiaia
Outs . •nocriert, etc. • In -7 itself, reports	 *çcoraiflg
to .priority, and priority reports are •tuinilly it the 'hands
•en the -.sae day they are received by 7.

•
• • • g. As can be seen from sub-paragraphs e. and f. above,

the two outstanding problems of 7 insofar as reports processing
it concerned are	 •	 .

en:'!--nrr—
SE kETirk ELEASE

TO GE:Rik, ' . 14\ r `'.i.7 ONLY

75 Secret



Secret

Rd GER

72. (Continued)

.SECRET/R.LtASE T
TO GERMANY ONLY

(1) insurriei•nt personnel to handle rapidly the
great bulk of incoming raivreportil aad

and Vienna are especially inadequate.

B. Ovalention (45) 

1.. tipon ',Completion of processing in 7, reports are passed to
the appropriate opposite ncrotor in 45 where the following steps are
taken:

• a, contents of the reports are examined, are 04001E04 with
various reference meteriali contained in the files of 45, and are
given the final Content Bvaluation (1 through 6).

„
-1. Pertinent information contained in the files, such as

personality information, APO or vehicle numpers,aote.i is added -to
the report. .

-	 - -	 -
e. The report is thin oomphreg :oith preneee Toperts on

the same subjeete.and.appropriatsnommentsareinddsel,

14.,...0911-41001111tion't40A#Atire4epert-ia4ata00.40,414
.	 .	 .	 •	 -

usnixstioivitotionAvhii:It iii,t*toutouittoipligaiat4i1A0:.'
• eoPiesione .4r.whiek ia,tormardid40.,thelditing•Aseatie#00,c2tba-

Other is: r nettrned, • together • With the German eriginalo s tS.-#0:i i' • .-
.originOting .reports , °Mug', .	 .2. •

e.-OS -the hasiS,St-.the.,SoMileted-report(slind-1124.4,:,,::
•rOsislyed.,threagh the U.S.. • Staffi,speeifie ,itdditiehex briefslikre
, theh prepared:And passed -t4lp 170r 	 j"	 • •	 •	 ,

.f • Thringhant the steps noted if • Giese ,iseeperstie*,
is neinteined ' betvidin 43 and -•7$ and ,where 400eigenrt.for ' proper: •

.reports itifilikationi 45, toy inquire as to the •OoLleet.ien..methods
used to obtain the report.' 	 •	 ,	 • .

. •	 . • 45 Maintains a photographic and cartographiO office or
• the .reproduetion or . origination of. chartef: Maps.,: , atatistient	 •

ete. This *fiction IS of special inwOrtesce in the prepara-
tion of target folders for IMAM'

• •	 •
. 3. An average of about 600 - 650 finished reports are poised

to the U.S. office each month. The numerical difference between
the report' received from 7 and those passed to the U.S. *toff is
accounted for by their use as consents to other reports, in con-
pilations of reports, in so-called "evaluation" reports - (i.e.

T"'!
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• ,
(2) slowness of reports transmittal from •eOurce to 7,

*Joh -will probably oa be solved by the extensive development ofrt
agent radios particular within enemy territory for high priority
spot reports only, and is th the improvesent of .00mmunication
facilities within friendly territory. Oommunieationslrom Berlin
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•stinete-of-the Aituatien reports),-and in iho•laborate periodical
\studies mad• in the political, 'canonic military and technical

l
ields. flush reports as are clessifieeby the reports officer as
dOebtful" are discussed with the leader of 45 or with his deputy .

:• ,.Wha determine whether or net to Aisseninete, discard or refer
beek..to 7 for further investigation.

The outstanding problem Of 45 is the related • one .of time
and...personnel

(1) in, the translation section, which has only four
translatorsttors and is further handicapped, particularly in the economic
and scientific/technical field/ by the leek of definitive technioal
German-English dictionaries, and

(2) in the cartographic office where considerable time
is required for the production of charts, maps, etc., particularly'
in ...the-tir and 800:0341.0 fields.

Co WU* Section
•

.1.- in-thalditing Sectioni-learded.by-Mrs.XrioWeldnann,
incoming reports are first checked for translation, and are then
passed eitherto Mrs. Waldnaeli: or to her.ataistent,-Gp1.4euewir
who againoheek the translation for correct English -terminology.'
They also give the-report .A .WEID .nuaber (currently preceded by
th" letter 7., aid OeviOully . by the letter E.), write a eharV.
.040W1,-AulA'0410041•i,

2. , '.T.he reports are then passed to the typists, of which there
are 710*. wh0:40441.rooti.riwit-044.140,110.;,9,#.;,y0*.ii-ci9s474,(thi■

at the 'sane *tine	 -

whisk goes to the AFE Repreeettsitivo . one IO the (Mirmin sterff •
and ometo iha	 ,	 • ":

:.	 •	 •	 ,	 •

)0 Pouches or.o . propared Oro 'tile/ weekly and Are neriel1Y
rat by to Ls,. Commanding Offieer prior to -being torosraoi

i:x1■70.L

• Insofar as reports promo's/mg and 'its related activitiee are
concerned, the one outstanding complaint both of .7 and of 45 is
that there is a total lack of consent on their production from the
U.S. side. They feel that this lack definitely hinders their
ability to improve their direction, collection, and processing of
information in proper coordination with U.S. intelligence needs,
and, to a lesser extent, that it also results in a morale problem
among the working-level personnel who tend to feel at times As
though they were working in a vacuum.
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1.1 The Cover and Documentation Section has facilities to
do photocopying, dry and rubber stamp reproductidins, straight
printing, secret ink preparations, etching, art work plus.some
of the more simple processes involved in the reproduction of
documents.

2. The documentation office depends entirely on the
operations of RUSTY for the procurement of ,original documents;
it is without contacts with other US supported documentation
projects ad does not sppe gr to be conversant with the facili-
ties of CIS (the EUCOM Intelligence Division organization
engaged in documents reproduction).. The need of greater techni-
cal support wss clearly evident.

3. In spite of its lack of technical equipment and lack of
information on what others working in the documentation business
might be doing, the RUSTY documentation group appeared to be
particularly conversant with the problems in documentation con-
fronting their own operatives And appeared to have some personnel
well qualified technically and in terms of experience. .

4. When asked for his views on problems stemming from
documentation requirements, the head-of the documentation section
expressed the following opinions:

- a. During the postwar period the manufacture of docu-
ments that have proven adequate in ussge offered no difficUlt'"
problem since the documentation-and police 'system behind the Iron
Curtain has been even more chaotic than in the Western Zorieri:of . •
Germany. In the satellites snd Eastern Germany there h4S,Amtil '
now, been little standardization, even at local levei• , of Paper.
stocks, print, stamps, water markings, and even of Atm color and
form of the document An finished form. This situation Is
rapidly being altered arid each of the Satellites is now in the
process of issuing or preparing to issue a standard arid not easily
imitated personal identification document. The main problemi
involved in overcoming operational difficulties which will occur
frOm this new and standardized documentation in each of the
satellites will be in the early procurement of genuine samples' of
the new documents and then acquiring the paper stock and ink
necessary, to reproduce the documents. The paper stock and ink
offers thd type of technical problem 'which RUSTY is not prepared
to solve It present. •

b. Some aspects of documentation work should be highly
centralized. These are, in general, those aspects which are
technical and in which the time factor involved is minimized.
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owever,- o nvo d stereotyping the documents reproduced for
intelligence purpose nnd thus rendering them ensily recogniznble
by an established and publicized flnw or chorncteristic, the
nctunlly production of the documents with paper stocks and inks
furnished from a centralized agency . should be decentrnlized.

c. Some arrangement for the pooling of documents
intelligence should be mnde since correct conclusions cnn be
drawn only from the study of a large number of documents. In
this connection, .it would be highly desirnble if fRcilities to
photostat lnrge number of documents from 1llegn1 border crossers
could be established. Present document-collection in Germany -
nnd Austria by n11 US intelligence agencies nppenrs to be
sporndic and uncoordinnted.

d. The lack of n wide variety in different styles of
type hns mode band etching the means by which a number of styles
of type not otherwise Rvailable p re reproduced.

e. Personnl contacts find nn exchange of.idens.nnd
experiences with US Rgencies engaged in . documentntion work would
be helpful.

5. The details and documents involved in the cover stories
for RUSTY personnel living in friendly territory is worked out
by the	 section of Dr. SCHREIDER's stmff and, insofar as
possible, utilizing genuine Germnn documents. Only in instances
where the procurement of a-Western . Germany document ie extremely
difficult or the time factor requires expedient action does the
documentRtion group duplicate genuine-German documents. Most . of -
the members of the RUSTY staff hnve economic cover with some
firm in the Western Zones and carry genuine *documents . indica,g
their cover.
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SECURITY PROCEDURES AND TECHNIQUES
INCLUDING CE OPERATIONS

1. The primary functions of 7, closely coordinated with 45,
are three-fold:

a. Direction of all field operations of RUSTY;

b. Dissemination of EE/ I s received from the U.S. Staff
to the various field Organizations according to capacity; and

c. Control of operations and personnel through detailed
analysis of incoming material.

2. From the security viewpoint, a matter of special concern
to the CI Section, safety procedures already developed, or in the
process of development, now give greatest emphasis to

a. . Security in rebruitment;

I). Thoroughness in training;

e. Continuity in detailed analyses of operations and
report content; and

d. Protection in operation.

3. Field organizations are directly responsible for routine:
security checks of potential recruits. In:approeching-an:sgetil--
prospect., as many as eight or ten caegaloonverSationesre'beld.
during which politival„-econom0,,m4litarrendother,problas
discussed in order to evaluate the,preelieötNo,chereOter,'„pOli._
or*entation, intelligence, -degree of ciompeteneelalheirariOn
fields, and so forth: Generally, the recruiter ett*Ote'lei
maneuver these conversations to the point where-the'reorUithiasAlf.
first raises 'the question or intelligence operatiOw iI4e0.2.004.0"
motivations are considered-tasioally the best proqi-ege,40.0#0.
liability; and particular effort is made to-findlyoungalen:witaa
conOreteand-Oestern-oriented-ideology. rrocmntly-tho
liminar*-recruitment phase is ,done . not by an operationalnember'.
of the Organization;but-by-the-socalled "Forscheroven,indiVidUAl.
whose own position prevents his risking compromise by engaging in
actual operations, but who is, by the same tokea, in a position
to spotand to sound out likely recruits. Where possible, the
'potential recruit is also put under.surveillance to determine his
normal activities, or, if located in "enemy', territory, an attempt
is made to secure western zone references for further checks. At
this point, if still noteatisfied, the particular field organiza-
tion concerned then requests traces from 7, submitting its reasons
(in this case, a potential recruit; similarly, however, traces may
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be requested on "suspect" or "arrested" individuals,) • The CI
Section then checks its card files for derogatory information.
If none Appears, approval to recruit is normally given. - If,

'however, the proposed level of employment requires, the case is
referred to the CI Organization in Germany .(114) or in AMA 4ui:547e Is A '
(4913). • Normal investigative procedures are used by the CI

• OrganizatiOni including cheoks with the Rtitinalpolizei, casual
interviews with various of the recruit's western zone .references
and associates, organizational surveillance, etc. In addition,
the CI 'Organization may assign an Agent provocateur to determine
the .willingness of the recruit to work for the Soviets; Insnoecial
cases, such as in the redrUitment of radio operators for sleeping
nets, even after actual recruitment and training, periodic and
•unannounced checks will' continue, since the agents are expected
to be inactive for an indefinite, period of time.

4, The training program has been described in .Tab 9 of this
Appendix. 'Concerted support and improvement of the training
program is given by-the:CI Section which prepares -from time to•

•time what are known as Allinweise". or operational hints; theseare
'based on incoming reports and include such items, as-MVD.operational,
-interrOgationi and arrest 'methods, known or suspected Soviet agents,
black lists of "intelligence sellers", etc. - -The-most important
.single CI . contribution to the training pregraMiit4i, provision .

• of-detailed accounts regarding all:flinoldente'yi. ie.- oases of 'agent
chain .blow=i4s t arrests, etc. This is a by-product of the so-called

	

"Investigative Group! -attached to the . dl-Settionet-',iiieoh . SUb.	.
' .headquarters. ' This groap. , •usually .itsde up of experienced eX4O1i01
officers. and -Officials iinvestigate2141-

.	 . _••	 ••	 •	 ....•	 •
5.. ,Thali01or ;continuous 'And .4etailedanalyeteWoperat

•tieni and report cont ent -1.0 ,̀. self 'avident.‘-'110Alt.-atvomOlia4iWbY
sad*Oriebn Of information contained ,in'Upt*StiWeAdiinfdreiatOki •
.repertai:-with4ersOnality4HorginizationeI-414 ;e.-', CSSTYNi at014

• -(i.e. MAM08,of—Versoneiljtiea'end organizations, together
with 'itreet 'addressee. -in any particular - bityWeard rilO,m,ildng

: possible rapid - warningeto tte . - field -Orgati-tatiViia itifiktiziO,Oriabioub I
• -ago* .4taniuitatioli . with aiistitircet ersonalition-;:lind 44#aitatpiliqf .

' or conversely, of conscious t end' henoeH4Uhlp 'tithgerod4 • ••..suspect associations.
•

.•. 6. The organization -considers that oPerationalprotection
can best be effected through the close observation of all potential
centers of hostile observation,. This has led RUSTY to 'pay
particular attention to the police, soviet and satellite missions
and intelligence Activities, KM activities, diseident . groups ' •
and such special targets as the CSS.

T	 t"."-e`4Pr7
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	 8. RIZInt CI operations against-Soviet i -natellite, and:KPD',
intelligence Activities, include such Operationsaa ' ::' •-. :."
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7. Insofar as the polio, are conoerned, concerted efforts '.

are made to establish.olose lOnnectionewithi .and,te place agents
in, all levels of the various, police 	 including,
of course, ; the various Minietriee of Interior.. • greatest priority
of interest lies in the Border Police since these are stationed
on tWmost critical points of communications between agent . and
headquarters. An attempt was made during the past month, for
example, to place a RUSTY 'candidate, one Kriminairat HERBERT,
in the long-vacant position of Chief of Border . Polloe for:Bavaria. •
In thip particular case RUSTY's candidate had an unfortunate
Party background and could not be considered for that Teaeono•
A quick, review of various operations undertaken by Organization
114 indicates, however, that RUSTY!s all-inclusive approach to
the polioe. is meeting 4ith considerable success. It further
indicates that RUSTY considers the ability of the police,
particularly in country areas, to provide assistance in the form •
of legalization, dooumentation,. Iodation of safe housesvetc.,
to to of equal operational value with the investigative and
protective services which the police are able to provide.• . It
appears quite definite that these services are the immediate
Justification for RUSTY f e-detailed interest in all matters per- -

.taining to the police; it aleo appears likely, however, that RUSTY'
is well aware that its eventual cOnfirmation by a future Western
German Government as the dominant element in any new GIS will	 -
depend in large part on the existence of cooperation, rather than'.
hostility, between it and the only other orgenized.s0erman . ihveati-

• a. The KUKOVICH case, involVin014torala0Olin044
menbervwith-lines ooverinvenstriglankiiiermanti'Mnd:wit4non
neotions to Switzerland (CSSand.to	 Anna.pauker heraw, .AUSTY hae placed'.an agent in X1014114Miv40.14,
Mont, as well as in several pointivin KIMOTIGH 144inee•Of 0Orp..;
mUnication. Although the immediate targeVof ,thieMleretiOA VI •
the organization of Communist Action Committees illelerinny'n1W
Austria,. 'some hope exists thet it may posaiblYll.r0044#.intti•
Cominform implioStiOns:

• • _	 .
t.' The Ahsbaoh Soviet Mission or TAMMY ease l involving

Soviet'Misaion recruitment of a RUSTY agent for Its own intelli-
gence purposes. RDSTY's immediate target in this oats it to obtain
incontrovertible proof of IS activities by the Soviet Mission, as
well as to discloee the ramifications of such activities.

.	 .	 ...•	 .	 '	 •	 •

S EC.224, -41"-
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• • c. The 'Bohemia" case resulted ln the determination of
the complete organization of the Czechoslovak Military Intelli-
gence, its intelligence briefs, land lists of its agents Lk	 •

Germany and -Austria. This operation, still being continued', new •

lid to the arrest of some 20 proven Czechoslovak intelligence
agents by CIC.

9, The cases cited above demonstrate,clearly that despite
attempts to confine CI activities strictly to the III 'A category'
(i.e. protection of own operations from hostile sdrveillance . or
actual penetration), RUSTY has inevitably found itself Interested
in and pursuing cases of a III O. or III F nature (external ' •

observation, or actual penetration-, of RIS and 'related activities
as intelligence targets in themselves, rather than as Oases of
self-protection). Thus RUSTY has exceeded the limitations placed
upon its counter-intelligence activities by the basic EVCOM
directive of 13 October 1948 (Annex B) Which states ln•part,'

• "The Organization will conduct only the minimum-counter
• intelligence operations required to protect operations.

No attempt will be-made to penetrate the KPD or any
foreign Mission without prior'coordination with Head-
quarters, 7970th CIC. -Should a member of the • Prganiza-
tion successfully penetrate an organization of counter
intelligence interest in the US Zone while .in pursuit
ether missions, CIO will be notified without delay, and
the agent either will be placed under the operational
control ot.CIC or withdrawn-if CIC considers suohnotion.

rpreferable....". 	 •

In pointing out that RUSTY-has r excesded the limitations above, it
is only fair to add that the directive cited ler:Ofreeeht*itei: -
and that RUSTY, although•on:occesion initiatinE4TeaOribed'opera-
tions without nrior,Coordination., has made every.letfOrt•not
to inform CIC of tWopeiation, but more important, tO•SeOUre:Ss
complete coordinatan•As-possibli.

.10.• This . latter point deserves further elaboxiationiThete'is • •

'absolutely no . l.Uestion , butthat RUSTY' is ,prot..onlY willing, but is
eiPiestly,anxiout - tntietter-soordinition•of thetr operations with
CIO :interests and • direction, for the twoompliahmant Of litiCh -

• frequent recommendations have been made tO the investigator that
a competent and experienced CIO officer be eseigned•to RUSTY for
direct and continuous liaison purposes. Equally obvious is the
fact that RUSTY's near-vehemence on this point stemelromn clear

• - recognition that the. III C or-Ill F•(CE) type of casenan be	 •

developed and carried to completiononly by the use of executive
adthority, i.e. the ability to secure play material, to conduct
interrogations, to make arrests, etc. Since such executive
authority is in American hands, RUSTY is genuinely anxious to
establish in such cases close coordination with a competent
American executive agency. Despite this, desire, RUSTY reports
that their relations are excellent with CIC in Munich and .Nuremberg
only; elsewhere, due to poor liaison ) a feeling of competition or
even hostility is more apt	 RSECRET/RE .
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11. Three'Inclosures Are attached to this Tab which either
reinforce or complement material contained in the paragraphs
above:

Inclosure A: A list of counter intelligence projects
for providing information on specified
targets. This list covers projects
completed, in operation, or in preparation.
No attempt has been made at this time to
record these operations in detail ., although
such details have been discussed verbally
in some cases and although occasional
reference to some of these projects has
been made elsewhere in this Report,

Inclosure B: A description of Organization 114 intended
to give a general and fairly complete
Acture of the structure, size, functions,
and . operatione . of one of RUSTY's CI units
in the field. Again, no effort has been
made to cover each.of 114!s operations in
detail.

Inalosure C: A description of emigrant groups as seen by
RUSTY, including a brief; description of .
RUSTF I s main interest and -senneetions With
thessgroupsi'.

12. In: summatiOn :of ,the above comments end those contained
in Iholosures A - C, it appears at this moment that thsfollOwing
tentative conclusions may be drawn:,

.	 .
• a. Recognized procedures deeigned , to'.Obtaih*siipft--, .

security in reCruitment,:trainiag, and Operationalacte'beón firmly
established in principle by atm-	

..,.	 . ,• ,	 _
_	 .	 .

b■ . In the :majority . of eases, these procedures appear to
have beel: .understoodi . accepted, , and . put into practice in the	 H )
/1014 more often than not.1 AIt should be .nOte4Aiewever i thtt4 .
CI organization would be more apt, to obserle suoh procedures 'in
-toto than a positive . intelligence organization.)	 •

0, Generally speaking, extensive and detailed biographical
-and other agent control material is c011eCted, reviewed, and re-
tained at the Main Residentura (and Organization) level,

(1. Minimum agent control material is received and
incorporated into central agent files at headquarters level,

e. The weight of any decision, therefore, to recruit,
to continue in operation, or to fire agents rests with the Field
Organization which has available to it the greater portion of

T&INWEASE
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• .	 agent control material and of the details.of day-to-day opera

• such decisions are, however, always • subject to final review an
'confirmation or veto by headquarters,

•
• f. At Field Organizational level,' . cOntroland- security

of •operations in progress is based primarily upon continuous	 - •

analysis of the agent's day-to-day operational-activities, coupled
detailed background knowledge of the • agent's capabilities

and limitations; at headquarters level, control and . ffieburity of.
operationivin • progress_is based primarilyHupon.13ontitAtpUe:analFsis'

• internal evidence in reports submitted, coUpled'ivith.OoMparative
material contained in other reports and in the 'personality, organ- . •

. ization, and city files. .

, • . g. RUSTY appears to have made, and:to be.making-,:
considerable headway in penetrating, controlling,-and/or establith-.
bwolose-cooperation with the various policeellencise •• in Western.	 .

• Germany, forAhe express purpose of-procUring-odditional protection. •
of •its.operations,.. and of securing subsidiary police servicee
investigative . housing, -documentatiOn,•td•Othertixiier-matters.

1h. 'CI operations have been extended into the CB field •

. with 'some success.	 •	 ••	 -	 •	 .

Complete exploitation and develOpment_of-EUSTY's
CE potential cannot be accomplished without theuge.ofexecutive
autherityrtt•preeent, • if . CE • Operatione..ate:to he :developed and
extended, 	 -ablutionieust_be . found:it-tho-eOtablishmeptor .,	 •• •	 .	 .	 .	 .	 •	 .

• close coordination and cooperation between RUSTY . And'.0. 4me- „American
..ex■Put.tY, agency.
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Inclo sure 1

1. Counter intelligence projects for providing information
on specified topics hnve been completed, Are in progress, or 're
in preperetion, es follows:

A.	 Completed or Under Operation:

Detection and observation of Soviet IS connections,
especially in the following cnses:

(1) CSS (CentrAle Sanitaire Suisse).

(2) Orga nizatiOn . end structure of the Soviet News
.	 Agency (SNB) in Thuringia.

(3) KUKOVICH - Communist action committees.

(4) Jewish-Communist underground movement.

(5) . YAKUSHEV Case; evidence of IS activities by the
" Soviet Mission in ANSBACH.

(6) SCHACHT Case.: Soviet economic espionage.

(7) . Terror group of ZÈRGEYEV.

(8) WARSAW-Polish IS in the 'estern Zones of Germam%

(9) Continuous observetion of individual emigrants
end emigrant orgenizetions regarding their IS
and political Activities.

(10) Continuous observetiOns-of the police forces in
the Soviet Zone of Germany and their penetration

' by the NKFD.

(11) Operetion "Bohemia n :- OrgAnization of the Czech
Maitikry Intelligence Service. Inform,tion con-
ceiiing 48 sgents operAting in the Western Zones
of GermAny i who were wrrested on chn rges derived
from this inforiAtion. fInformation concerning
Agents in Austria.. Originel materiel of n Czech
IS Agency (orders, directives, etc.).

(12) III/P notion concerning the Czechoslovakian Con-
sulate in MUNICH. Promising work by en ngent of
this project, who has direct contact td . the
Czech Vice Consul Dr. BENES. Most valuable
informntion has already been obtained.
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Hungarian Restitution CoMmission, as well as
ft large number of individual reports concerning
the same personalities,

1 (14) Yugoslovia: InformatiOn concerning the
Yugoslav Is (UdB 1 OZNA., etc.).

(15) Rumania: Information concerning the Rumanian IS.
Information concerning the State Security Police,
Regular Police, and Criminal Police.

Initiated;

(I) Extension of o n intelligence net in the police'
force of the Soviet Zone of Germany, covering the
entire' zone.

(2) Infiltration into MGB officio.

(3) Czechoslovakia: Continuation of the current III/F
action concerning the Czechoslovakian Consulate in
MUNICH. Efforts will be made to use the informa-
tion obtained from Operation "Bohemia" for future
operations.

(4) Poland: Information concerning the 1p activities.
.	 .
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' ORGANIZATION 114

Tab '6
Inclo sure

1. Organization 114, R CI Organization subordinate to
Sub-Headqtarters 17, is loc Kted at Gerwigetrasse 36 in Xarlsruhe.
It is headed by Mr. LEIDL, Rlormer Abwehr sergeant with wartime
experience on the Western Front. The five-room apartment
(including kitchen) at Gerwigstrasse is also the-home of Mr. -and

_Mrs. LEIDL who have 'retained control of the extra room used as
the Organiiatinnal-office by listing it with the Wohnungsamt as
the office of'li small firm owned by Mrs. LEIDL.	 ---- ,

2: LEIDL's staff consiSts of

R. • reports sifter, who is also responsible' for re-
casting EEI's in form suitable for use in the field; .

b. A deputy to a. above who is -Also responsible for
working. on 114 I's emergency evacuation plan;

c. 4 typist/secretary;

d. An administrative officer;

e. A CI . instrtctor (Wuehlmann) Stationed in Heilbronn;

f. A part-time secretary l .drawn.from Mrs. LEIDL I s firm;

.g; A couriefl.

h. Two drivers, used primarily-on the courier run to 17.-

3.. 114 has a total of some 400 people working under it
directed by the following Main Residenturas:

z;,././e
a. 11111111111ft with center in 'Mannheim. The chief'is

a former intelligence radio monitor, Primary task is to , protect
poeitive intelligence organizlitions operSting out of the 4111111111
IOW .No—written EEI's are gent to thell11111.11111., and, in

JoroW-thilOWCassal i's used. as alcollecting=point'for
written material being passed to Mannheim.. %....43A,.h.„c

-	 v	 •

-b. Odenwald, excluding' the Rhine plain, with center
- et Eberbach.- The-chief is a former police colonel in the 'General
' Staff. Primary task is to Survey the area for likely safe .houses,

disposal places, etc. No special cases are being run by this
Mein Resident who hhs, however, some possibilities in the
direction of the Hessian Border Police.

A	 - 4 ha	 t1171	 .2a3
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c. _elle,_from Frankfurt to CAssOl. Chief is A'
• KriminAlrat And former 'chief of German MP's during the Tol l' who.
hoS I therefore, good connections-with 'the Hessian Ministry of
Interior, the Fronkfurt police, ond Also with Trade Unions7in.
the area.. HisTrimary task is -the sprveillAnce of Soviet And
other foreign missions in the4reo. -Due to his connections
with the Frankfurt police he -has manAged to have two policemen

. assigned to 24.-hour surveillance of the Soviet Mission there.
hgood connections'with the former director of the police

now the present chief of the
Other duties include investAgation

oRUSTI incidents in the Soviet Zone ond the interrogation of
Antifs personnel..

d. Coburg, from Hesse to Possou. Chief is o Kriminal
rat. Primary task is to. survey the entire US-Soviet Zone border
area, including the-Oreos of Wuerzburg And Nurnberg. To
accomplish this task, he has attempted to establish n network .
in the Border Police for m depth of 25 kms, on elch side.of-the
border.- On the US. side, there is no crossing point which hoe •
less thon two RUSTY personnel in the border police. At present,
due7to personnel changes on the Soviet side, attempts to
organize contacts in . theSoviet Zone Border Police ard•strictly
limited to vetting voriouv.individuols.through o third person. -
Coveroge of.the 'border is considered on.important tosk, particular-
lj!' in the event-thiit the Air bridgerto Berlin moy Cel-se. This
MAin Resident hod Also estoblished o residentura in Berlin, now.
'directly controlled by LEIDL hiMself, Courier lines, using the
tronsport firm of SCHENKA • Co., ore-still, -however l .being run .
from Coburg. Considerable effort "is also . mode to cultivAte Conr
toots in the Land police, both in brder to be:informed4w . s to'
people coming into the-g rew for short periods of time, 5nd4ni..
order to obtAin necessory ; ossistance in housing. ,. legolizatich,
and other living problems at present subject to tight teiulOtiOns.•

;

,Ezkvh

••

•	 e. Munich; including 'Ober-Boyern sOuth--tothe tiustrisn
border ond west to and' including Ulm. Chief is on ex-lender...
in III H OKW • vith. good connections into the.MuUich Kriminalpolliei:
Primary task is the ‘ exteirnal: secUrity of the CompOuhd-in.PullAch,-

howeveri he is runrang . '•group of . Germo n-born. - .. •
Ruisions. : Due-to the fAct that personnel, of hiO'Residentura were
former Police And/or Gestopo'personnel who'in , their previous'
pOsltios had concentrated -on then illegal EP activities., thiS-
particular Main Residentura is also running actual penetrAtion
opetotions with sufficient success to enoble it to hope thAtAt
will be Able to prove (illegal) cooperation between the KPD ond .
Soviet Missions in the US Zone, -fond ultimotely with the ..Comin.-.
form.
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-	 f. Worth WuertteMberG with center in Stuttgart. .
Primary task is-to watch Jugoslav and Soviet missions in this
prea, the CBS, And to buildup files_of all Antifa personnel
among returning PWs processing through the-Ulm-Kienlesberg
camp. This Residentura has two ministers as agents, the
Minister of Economy, and the Minister of Interior, and hopes
from the latter to be able to have 'a CI controlling interest in
all key police positions in Wuerttemberg-Baden . within the next
two to three months. Again, basic interest in the police lies
in their ability to make basic investigations without cost to .
BUSTY, and to assist in matters of housing ration cards, etc.

- Another factor which is making the police increasingly
important is that MG is now allowing the German -police to•-enter-------.-4----*
DP camps, etc. .

. Berlin, which previously was under the Coburg Main
Residenturlf. Chief is'an ex-Colonel in 0KW. III, and one of his
principal assistants was formerly chief of admiral CANARISt
"Bauskapelle", i.e. the protective group for the top staff. 	 •
-Both, consequently, not only have Special connections. with III F
personnel, but since they are well-trusted by ex-Abwehr personnel,
are able to establish working relations with persons now living
in the Soviet Sector of Berlin who would otherwise be reluctant
to expose themselves. Primary tasks are the location of MGB
(and MVD) installations and personnel in Karlshorst, the
development of high connections withthe BED and other Soviet-
sponsored organisa.tions, the surveillance of "cultural -
Bolshevism" targets - (Kulturbund, etc), and the surveillance of
Consulates General and Missions of the various satellite.,'
countries. Within the past six months . this Besidentura . haV
established connections with a woman in an MGB officein.KArl-
shorst (although complete control is not yet certainWnot only
has an agent in the Jugoslav Trade Mission,-but h-lso controls
thechief-Berlin agent of the -Jugoilav IS; and has two agents

° located in the DWK and the Transportation°AdministratiOn
respectively.- In addition the chief of the Soviet Zone police.
school is an agent.' Through him are obtained such information
aS names of studentsi schedulei, names of political commissars
within 'the police, names of high-ranking MUD officers going •
through .the school, the.entire.organisationaI plan for -the Soviet
Zone police, monthly copies of the-police "Fandungsbuch" (record
..0f . searches) etc.. 'This residentura is hopeful that within •
another Wilt year it will have agents placed in ail main offices
of the Soviet Administration. Such 'coverage has already-proven
of value to the positive' intelligence personnel by forewarning.
of surprise dragnets, arrests, travel controls, etc.

h.
Fweyna
11111111111MIR with center in Gernsbach. This was

described as a—ifmall uillegal" (because not authorized by EUCOM)
residentura originally established becaUse of strong communist
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.influence in the Securite which necessitated, therefore, special
• efforts to. protect oper a tions running through thin Zone. Chief .

has been an intelligence officer -since 1926, and lives in
• Heidelberg -where he previously hod been a university professor.

He is popular with the 	 . ceumkhnntf7e1ej
Nazi in Alsace And the -Ii-ii-thAware-nrhiirintillree-n-cill-
exTerience. Despite Apparen lessening of coMmunist influence-
In the past year, the primary- task Continues to be protection .
of operational linet through the zone, plus surveillnnce . of CCS
activities in that nren.

	

- 1. Karlsruhe.) This is . a -Russian group headed by one	 .
SONIN, an ex4VD Lt: Colonel who lied received special' MVD

• •schooling And lied hod CI experience in the-Far East. He-deserted •
to the Germans in 1943, served in the OKH As en interpretor.,

. and later AS an interrogwtor nt-ECIC. LEIDL developed this 	 -
group very cautiously, particularly since it -was nearlYTo half

.n year before he became convinced that Russians with current.
.knowledge of _EIS experience, etc.i were absolutely essential in
the CI field in Germany. . BONIN svms closely. investigated by LEIDL,
who Also tested him with known-En t s, and,in-addition had.both
the Munich and the/Stuttgart Main ResidenturAs watching the
BONIN group. Finally, SONIN requested Russian-spe;king Gerthans
in eath.of -his Residenturas, • which provided LEIDL With yet
another means of-checking on his eictivities. SONIN4 s group is about'
100 strong now, Although it WnS carefully built up According to
the best MVD principles-of organization. Primary tasks Are to -
survey all Soviet-And - sotellite missions And secondarily,. emigrant
groups. In special cases-, such AS doubling, 40NI15 is used FOS.'
interrogator.- SOHIN's interpretor speaks exOellent:Polleh,..and

..his built up A-,small Polish net which-includes'personnel'in:the.
Polish- Consulat“eneral in Munich. Atcordintto-LEIDLivery.
little is known About the Polish IS since the. Poles...haVe:nrofited
considerably. from past mistakes. Since, hoWeVer,'GerieriY'has

- some 700,000 non-DP -Poles, Polish -intelligence-ActiVities:are
considered-of speciAl. CI significance.

.-
- j. A Hungarian group, heeded by a former "General nf

the Gendarmerie", chief of "RoteIbwehr", and dontect Man with
'Kersey , was passed to . RUSTY by CICIegion IV4. It yes given the
assignment of determining • the existence or no&txistence'of . the . •

IIMMVMPD in Prague -And Budapest, end of developing An accurate.
— picture-of HUngorinfi'IS And-Communist Party activities end

organisation, with the Cominform As the eventual target. Although
the group-hes good -connections. with the Hungarian Ministr-Y of •
Interior and Generwl.StaTf, LEIDL considers them the most unErust-
worthy . of All Halkah groups. Off And on this group has Attempted
to re-establish American contacts, in the process of which they
have -exaggerated their own importance. Finally, the group'
operated over A . year without -cover, and therefore LEIDL considers
they must be compromised.. The group has been given Until March
1949 to prove their organizotional and intelligence value.
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reported In. the Spring • 1948 by CL.,
- to be objectipg strongly': to .control by

former German General Stiff officers, And
to be seeking direct American contact .. •

• •
4. Several cases Are perhaps . worthy of special mention:

• a. - The "Soviet Mission AnsbAch" or "XAEUSBEV" case:
This case was developed -by the GermanzRussiAn group under the
control of the Munich Main .Residantura. After a year and a half
of surveillance of suspect personnel, this specific operation
developed upon the recruiting of * RUSTY Agenti . a former MVD
major living in Augsburg EIS a DP, by Soviet agent-YAKUSHSV

, informed the 'RUSTY agent that his recruiting was subject to the
final approval of the Soviet Mission in knsbach. .The immediate

- aim of the -operation is to obtain 'conclusive proof that the
Soviet Mission is engaged in genuine IS . actiVities. The case is

• being coordinated with CIC .Region IV 	 play material has been
obtained both from CIC and from Lt. Colonel Berry, USAFE
representative with RUSTY.

b. One of the agents. of--the	 .Re.siden-
• tura Operating - in the Pfalz (primarily on the CSS) came in Con-

tact with a small group or "circle" of .Strasser followers who
.Are.organized . in Germany under the direction of A certain .
PARTENEAU. Followers are located in Berlin and in the three
western zones. -A meeting-was held in Tubingen-several months .
ago to discuss arranging a license to operate as * group-under
the, title of "German Union". The RUSTY Agent, Who owns a book7
store 'in Berlin,'Attended-this meeting where; through a Berlin
member of the group-who had good-relations with the 	 $811111K Te- /-6.1

' was asked to undertake building an intelligence net.for-the :
...

in Berlin. . BUSTY authorized the agent to go Atle .i.d,-9nd	 • •

-__1!!!!ton, completely ktig111111expense, he is running a net"
directed exclusively against the Soviet Zone. His net is now'
turning out daily APO And vehicle numbers; traffic from Soviet.

, : teletype lines, etc .. Reports are - turned.over to the controlling
/*.tesne,h milip officer in the Zone rather' than in Berlin. Each pouch

therefore goes through. 114 en route to theIMIEK-Aiid—iii-e"c4
all -repOrts are submitted in two copies, 114 extracts both copies
Of all-top reports, And the carbon copy of "lithe other.reports

'thic Aire then marked to indibate that the allelrEc-cvii-ther—'•--

original.- This operation represents, of course, penetration of

	

,	 then:L....tad 114 admits that inevitably it becomes-aware of car-
fi.e0e/r n iri llIlnEMP EEI 's, etc. It emphasize, however, that its primary

interest from the very beginning has been in the-procurement of
positive intelligence without expense to the organization.

•
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5. 114's primary overall function as A CI organisation is
to protect the security of RUSTY's positive intelligence opera-
tions. Thus, in addition to providing security for active .
operations and related assistance in the 'form of safe houses;
ration cards, etc;, 114 is also asked-to investigate potential
recruits of the various Other Organizations. - Normal investiga-
tive procedures are used as described in para. 3, this tab;

6. 114 devotes equal attention to its own recruitment.
After biographical and other material comparable to American
agent control Miiterinl is accumulated, A decision regKrding
employment is made by the Main Residentura In consultation-with
114 and the instructor. This material remnins in the *permanent
files of the Main Residentura, but, once satisfied that the
recruit is reliable, all copies in 114;are destroyed after the
following basic information has been extracted:

Name	 .Date of Birth
Address	 . Telephone No.

.Marital.Status	 Wife's Name
of Children	 Profession

Kennkarte No.	 •	 Physical Description
Political Orientation	 Organizational Assignment

Date of.Recruitment
•

,	 -

Note: It is this basic information now retained at
*Organizational level, which ICO (7) is gradually
bringing into its central agent control 'files.

7. : Since the traYning school (107) trains only positive •
Intelligence personnel,' 114 has its own CI specialist aean-
instructor; The size of 114 prohibits regular, and therough:: .
training of the some. 400 members, and consequently an assistant
instructor..is assigned to eachof the Main Resiaentur00. These,
assistant instructors visit the instructor twice a Month,	 .
bringing with them all raw reports collected-since the previous
meeting, and'Aiscussing them; together' with any'other problems; in

. order to get the benefit of the instructor's tidVioe: In special
operational cases, the instructor will personally take charge;
but the appropriate assistant instructor will share' in the training
program. .	 .

Note: This description -of the instructor's duties m4kes
it apparent-that-to lacertain, extent he combines
the duties and -functions of an operations officer
with those of A training officer.	 .
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smoll hotels of the type catering to solesmen, small business
men, etc. In.addition, the Orgonizotion hos the use of two pri-
vate hunting lodges, one for routine troining . ond the other for
rodio training. The odvontages -of these lodges are two: . they
are on private and isolated estotes, ond . os such, Are not subject
to police investigation.

9, The instructor himself lives in Heilbronn in a house
which is used for disposol cases. This gives him on opportunity
,to interrogote incoming personnel for operationol detoils os to
why they were blowni etc., enobles him to check such personnel
for- possible penetration coses, and gives him time to locote
housing and new employment for them.

10. -An Emergency Evacuotion Pion, keyed to the over-oll
RUSTY plan, contemplates the movement of some 240 persons,
including families, south to Singen and thence, if possible, to
Colmor, on oreo which LEIDL knows thoroughly ond in which he has
4-number of professional (wine merchant) friends. Sleeping
agents Are being developed under the over-oll direction of- 17,
ond some 45 rodio operators Are being investigated for wor.atime
use. Emphosis is on radio since, from the CI viewpoint, LEIDL
believes "rodio ploy" will be the momn torget. The plan pre-
supposes thot the first organized line -of defense will-be along
the Rhine, And that opproxim4tely 15 days after the stort of
hostilities direct-contoct con be mode with the US - A rmy. Adequate
transportation is Available or arranged for, and rations for 15
days ore being collected or hove been requisitioned. The mAin.
administrotive problem still to be solved is the stockpiling of
Adequate gasoline reserves in Singen.
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1. Although RUSTY states that Ito primary interest in keeping
an eyeon the various emigrant group's is for the purpose of pro-
tecting its own operations from hostile surveillance or actual
penetration by any of these groups or members thereof, it is
apparent that over-all RUSTY interests' fall in four parts:'

a. Protection. of own operations (III A);

b. Collection of positive intelligence by these groups
or individuals thereof;'

0. Construction of a complete and current picture of the
most important emigrant groups for the immediate purpose of better
evaluation of reports submitted through these channels; and

• 4. Saveillance of known Or suspected hostile intelligence
agents and activities which, although not essentially directed
against RUSTY elements, are of CE interest as intelligence targets.
in themselves (III C or III F),

2. RUSTY makes three broad classifications of emigrant groups:

a. Russian groups;

b. Ukrainian, Polish, and other non-Russian groups within
the Soviet Union; and

e. Balkan groups.

'RUSSIAN-GROUPS (i.e Attiehment 
•

3. Until recently f7e-olearout distinctiOn-lest:-made between --'7
the so-called "Old Emigration" and the "New Ealgretion".. Recently,
•however, the two groups, began to come together:inthe AZODNR
lAnti.Communistio Center for the Liberation of the Russian Peoples)

 ideological; Convictions are usually al] that remains-T-
..tO_SPA4r06.,_sh4_0110-4104nion-AharaSteriatiei:therefori,' of all 	.
emigrant groups is theApiherenoe to a narrow-ideology, all devia-
tions trnm:which-iire hated and slandered, Despite partial unity
obtained in thE AZODNR, therefore, strong suspicions and anti- •
pathies Still-exist between the two groups, with . the."new" emigra-
tion aOcusing thw nold" of being politically disinterested and
.living primarily for its own well-being, 'or that its political .
views are based uPolvignorance and lack of experience with present
developments in the Soviet Union; on the other hand, the common
accusation - leveled by the "old" against the "new" emigration is
that it is unfamiliar with non-Bolshevistic, i.e. democratic
concepts, and that it is not really anti-Communistic, but is merely

. fighting excesses of communism. (For this reason, RUSTY, when
evaluating the claims and counter-claims of one group vis-a-vis
another, habitually extracts 50 - 60% of the comments ee beingAmare-
liable),
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TO GERMANX Q/■It hiy -a, 	 e d	 Kration in the main is comprised of organiza-
tions formed between the Revolution and 1922, and its ranks are
primarily filled with veterans from White Russian armies. The
three principal organizations are

(1) WMS (Supreme Monarchist Council), a smallction
of old-timers adhering to the concept of Czarist rule. The monarch-
ist idea is not popular, and the group is therefore small, Nonethe-
less, it has some clever individuals, the most important of whom is
a Mr. S. RDRIEw, and it is determined to play an active part with
the New Emigration. Due to its activity it does, in fact, play a
larger role than that to which its numerical following should entitle
it.

-(2) NTS (National Workers' Union), described by.
RUSTY as An honorable and reliable group whose principal preoo-
cupation.ip with the vocational training and placement in various
Western European countries of-its second generation. - It-has•taken
great care, to avoid penetration by the Soviets,

(3) ROWS (General Russian 'Veterans' ,League),
established in the early .1920's in Sofia, and composed of the • -
majority of emigrant veterans who fought the Communists during the
Russian Revolution. Its leadership is quite old, being-headed by •
Gen.. ARCRAORLSKI,who is over 80 years of age.,

. . . • :b.. The New Emigration receivedits organization impetus.
in .1944 With Ihe publication• of the so-called 4,1fleasev ManifeetO!
in Prague which outlinett4two:main points, thei.eva/741**:.0t,
Bolshevism, and the right of,self.determinationofTOUregovern-
ment(s). .Sino. that time the principal groupswhiOhha*e,arieen:.:
or have-beehMedifiedmie

.	 •	 .	 .•

.•(1) ICOR (Committeetor . the Liberationortbei*uae1mn-
Peoples)',..founded by Vlassov, and out of . whinh: :twoMain subordinate:
groups developedl	 •	 ,

TOP
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,
(a) R.0i, the pr4itioal.elementolthe.XONRIreMaY.,

(b) BSNIfighting :League oI,Ruselen-Tojlthititie
•itiliterietie and yOntbful element Ofithe

.4CONRc

(2) SBONR (Fighting League or the Liberation of the
Russian Peoples), an outgrowth. of the BSN, which developed intel-
ligence and propaganda functions.

.	 .
(3) SAP (League of Andrews Flag), 1Nhioh contains

elements of the earlier ROA; and which also has close associations
with the-SHOO. Considsrable influence is exercised on this group
by Gen. iLASENAP.
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• co , .:•AZODNR. (Anti-Communistic Center. for the Libera-

tion-of the Russian Peoples) ' :termed recently and claiming leader-
ship of all groups, not only of the New Emigration, but of the Old -
as well.. It is recognized :: by the :Majority of the groups, derives
its leaders primarily from the Old Emigration, . and its followers
primarily frosr. the New,- and'!is,-in :, a : sense, the. nucleus for a .
united Russian Government.inexile. After its . fOrMation, ;.however,.
a • split •ftuxed between two of the important leedere,:'ICROMUDI
and • GLASERAp . ,:, and the latt er withdrew from • A4CDNN,.. together ' with
his principal associates. AZODNR, however, ..retained • 6OntrOl . Of

.SAF . by -decree. Because it is the strongest central :authority
the over-ell Russian . emigration, AZODNR, together: with SAP and
SBONR, appears to have been fairly well penetrated by the Soviets
(see names in red on Attachment 1).	 •

.	 •
,o,' A new factor in the Russian' emigration piCture has •

appeared recently in the . persona • of • a- Mr. .fnit 'DALIN: and 147. fnu.
NIKOLAJEWSKI, both .former• mambos of the • prerevolittionary'.Pocial •
(Democratic)) ..Revolutionary Tarty, , ancl -:men. with Nenehatist" leanings. •
Beth • live in New York, In -1947 i . NIKOLATEWSKI toured ' Germany for
the purpose of recruiting followers, and this year:',DALIN.had meet-
ings .-with -nearly all of the :Russian groups for the purpose of
organizing a: new socialist Rtlepian •,efaigrante party, ' .Althotigh : the
Old Emigration refused -cooperation,. DALIN . gained some followers in
the New, particularly in the SBONR, and to SOMO - extant in the •
AZODNR, itself. Ihe ,-final-Outcenie - of those .diatiuSSiOne **not Yet
clear, but.; :nUmeroua.miscellaneona,aocialiat and Merxiet groups
eppear-.t to be , repiesentattl.e ,'.of --the.-141.3!:.:1134;;$4.0-40WP4,Alto:Interestiheinthis.. •-!0Ohnectioh :. 4.0 ,.,-a .,..**SenV•ItO.N	 .etiOrtle • •

.1i40 ::.:eireals . . that . .-the 	.- 	 in establiebing a hew .
. .-prop*.mila'icOori?.4•.1)..ke.0444040*14404**00200-•:

infi-aenos the Russian emigration as a whole and to B r&d"t4ie U.S. •
..viewpoint", LASKI, a U.; •citizen, is

•• as an •-advisor, ..: DALINi who published ,. two .',books. .in :PS*10. ..Ant#C .04 ;•• •
Wat,*ith . :Pro-Soviet 'leanings, is•: , not.tiontsideXed .'by. •; ,:NVS.tt to be

, —representative either Of the Russian . emigration or of the U.S.-
, v1,41.0Point .,• •	 • •.

4.
Russian -emigration titiginally . resalted , mfro the..'p;O: . sure for

. - RUSIrra 	 theWith : 

production in the Fall of ,1947,	 .which.tiho:Mr.:•BAEDER dealt" •
with the various groups . o.n , A-trOut..-rather .:thar: :individnal basis
for the purpose of utilizing th-eit• connections and 'Channels for
the • transmittal : of positi* intelligence. Primary ..connections
were through BARANOWSKI • ( F) and GLASENAr. •Experienoe,teoght.,
however, that considerable politioal problems Were -inherent in •
dealing with groups as a whole and with being responsible, there-
fore, for their over-all security and protection from interference
by local agencies. It was therefore decided to work solely with
BARANOWSla • ( described as an a-political and professional intelligence

-r
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man) who would be totally responsible torthe security and welfare
of any groups Or other individdals ha.might care to use. For a
year and a half, therefore, RUSTrs operational interest on the•
one side lay in BARANOWSKI as an . individuel,.and on the other side
in GLASENAP and his intelligence assooiated as a group, i.e.

'RUSTY provided group, rather than individual protection. (GLASENAP's
group contained a . number of German Staff OffiPers). GLASENAP.
became, however, more and more interested in politica, and seVeral
months ago, Dr. SCHNEIDER decided to drop him, while. maintaining
lone social contacts. GLASENAP agreed, though somewhat reluctantly,
that RUSTY could deal directly with the German officer who took
over direct control .f the Intelligence activities of his group.

5, Politically, RUSTY considers that the ADZODNR is the most
representative of all Russian- groups, although its leadership i.e
not unchallenged, end although it is to t slight degree penetrated.
The latest declaration of the plenum asking for support of the 	 .
emigres and for a definite statement from the Western Powers as to
how they intend to handle the Rueelan peoples after the defeat of
the USSR indicates that the ADZODNR is definitely seeking uneficiel
backing.. RUSTY is at present translating a study on this Attestioh
Which was initiated as a result of- discussions on this subject tour
or five Months ago with Mr. Dullee,.Mr. Offie, A Mr. Davie, end -
others. -

•	 -

UKRAINIAN GROMPS.(sse-AttaohmeUt-2):
.,;

6. The political complexion of the various exiled -Ukrainian.
.groups ranges from the leftist URDPAReVolUtionary4).00norat10,A.
Party), with an even more leftist and eitePtot:nub.,groUp.'the:PRDP(s)
in Regensburg, to the'e/trenCrightiet OPN(WOatly..04440... -
:standing for he fesoietia principle of A one-party4oVerhaiiintend,
one-partyetateo.:

.71-Afit*Ahe Wei, the problem faced by the various groups
(SeeAtachment) within ths,ukrainien lehigratiOnwei3One of effeo-
tiVeuhirteition, Finally, in 701y 1948, the UNG
National Council) was revived. with the support nfiall-grotps
elmopt:the Net*an Party. To get Mandera t e cooperation, UDO:4Ade
the.eonoeseioAthat Pandere'shOuld.be'responsiblelor partisart-
setiVities in the Ukraine and that he-should:stiWbe entitled to
continue MYR (Ukrainian Insurgents Army). UNO then•prohedeCto
the election of URN (UkrainianNational Government), flometiktV:
thereafter, both the leftist parties and Benders withdrew their
support from the URN with the result that today UNC is supported
by all parties. llmospt the Hetman, but-UNR, under UNC, cannot rely
on the wing parties.

f:D ,k -
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8, RUSTY is beginning to believe that TWA and UOVR hais
been highly over-rated. , citing the fact :that .when the Soviets •
started their last attempt to ,smach TWA, in the Ukraine, LTA
personnel trickled out by 'the dozens ony. In -RUSTP:nropiniOn -
the ' influx into western areas would have been far .more. considerable •
were there in fact strongly organized and numerically large.ATA.
bands operating in the Ukraine. Even Within OUN(R) .(Bandera) the
same' doubts appear to • be -gaining airoulation, particularly' at • the
"followers" . levels and questions have been:raised . as .to.̀  what
courier channels exist to the Ukraine, as to where ; money collected
from Bender:I' supporters is going, etc. A RUSTY agent,' described • •
as "Absolutely reliable", and a member of .YJNR, has also informed .•
RUSTY that he doubts the existence Of liPA in any form Other than
amill groups hiding' in woods for self-protection, 	 that ORRI S , _
lip-service 'belief in the existence of well-organized TWA groups
is te a large extent due to the desire to secure Banderais
cooperaticin. and thus to attempt to Ittaintain as • uniteVAIrent 00 •
possible' within . the 'emigration... The majority of the7inteiligehtsia
among the Ukrainian emigration, -including •those who • are -,post-war
emigrants follow the UNR, and not the Benders complex, 	 .
points ..o4 that these .comments and tentative '.conclusions alight;.*;*4
be veliclin the event of •;war, L in Which ,s6alie..att011gest:sailtOrt
within . the Ukraine would be given to any group • or grOups,*-:iagard;.-.•
leaf( of other political fasters,: who 'Offer liberation from Rus sia.
At present ., hoWever,.. RUSTY has •concluded that the entire OtiN(R)
UOVR SPUGVR TWA complex • should . continua .; to -he'vatehedi.htit
deServes little nonsideratien in terms .of:Materiel' atiPliOxt; sñd
of far-reaching intelligen04; •:nisfulneas.. ; :WV 4411.04::'Ar-0,-;-04,A0,..a.as the contra], Organs moat aSiaiving •:,Of aUppOrtA#3tny:3.0-' ...!Ma..: • .
given.. .	 •- •	 ' .	 •-•	 • • ••:"' •	 ;119

17..16!)2 9 .-.	 . 	 .
.Note: :	 interest	 exit-	 se•,Aotinientaiand-S,

,

relliarks vith thOat0Containtid
that . the • mair,epurce at the latUfro-liisinioon, together ;;* 00.00,44.
have been fired . Within the peat - . sertexill. Siontak.413.00:4114A§:::an
unevaluated zuSrt report. .	 " • .	 •

). •‘•	 •••••-•.	 .•	 ..• .	 .	 .	 .
• Relay: the -3ev.els--disen00ed *boy00: are . thres main	 .

tiong.„PiiMeO nnt.atiye of peoplea .. #0atakatk•Ifithin . the : boup. .olinsio..... •
of VII UP81. who are P)?8•01.t094#4•0/118,g4410 •	 z

'	 "'"-`•	 •	 r
a.

•••_,L	 •	 '	 • •.	 •	 ••,;!,•-• •	 •	 .! • • •:. ;:
' ABB (Anti-Bolshevik Peoples' • BlOtk) . .comprised .

primer-11y. of Ukrainiana and at 'present headed' by STETSICO 3 - and
•propagates the . conception of a Greater Ukraine, freed from
Bolshevists. •

b.	
•• •	 •	 L

Promethean League Or the Atlantio Charter, founded
in Warsaw, and propagates the concept of an "inter marine:nation,
i.e. from the Baltic to the Black Sea, under the hegemony of Poland..

•
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O. "International of Freedom", which is made up oi
3alkan and Caucasian nationsi% and -attempts to include •all natl.
of Slavic origin ruled by Moscow. It appears to be penetrated
by the Soviet IS •(red-lined -nimaeivon,Attechment 2). The Interns-.
tional Of Freedom is supported end-influenced 'considerably by a -
cosmopolitan group meeting generally in traunstein-cn a social
basis. '

Ai These . three groups sometime ago: agreed to form a
representative top organ, the ALON (Anti-Bolshevist League of -
National Liberation): This, however-, never developed beyond the
paper stage, and. at present seems -to.be supplanted by the so-oalled
"Federalist Club." which is being fOunded . in Munich under Polish s'
leadership and with a program of self-determination for all non-
Russians. •

Note: Schindruk, described, as questionabl 'e from CI viewpoint .
raa an "intriguing And opportunistic turncoat", appears quite

active in the formation of the Federalist Club which may be, in
fact, the new "Ukrainian intelligence service" i which he has: • -
been attempting to interest U.S. agencies (see	 and	

..;.-related.referenoep)., 	 •
• .	 .	 •	 .

e. Two other groups of minor interest are •
• •

(1)' BZR (Byelo-Russian Central Counoil), headed by
one OSTROVSZI, which wants a separate and independent , ByelO-
Ruasian state with friendly relations with a non..Oomnunistic-Russial:'
and	 •	 :.

(2) . RBNR (Council of Byelo.4,4is	 peOpl e 4ep	 )4
or.11Zrivichi", which has the . eawaimsi . but want*	 "
towards Poland: ' This is an 'active 'group, and , for •:-Sons
received financial support from the London •Polith-government 	 .
exile. Interesting is the tepOrt..that-repently' s it -.get
with the Polish .Mlspion in Regensburg, from which some 'plight -
support was received. ' .	 • - .

• ••.	 •	 ••
10. Some Of - RUSTY's contacts -with the: yaribui Ukrainian .groups,

are shown -tunderIinet- in blue) '',on-AttaShnent-24 In addition, ' • •
larganization 6.6 Atas_tworadios set laji and working in Poland and in
Slovakia using Ukrainian channels', - Soma use hap . been made of
UMW a border crossing points and soutier lines for the tianamittal.
of information. RUSTY 'also has a line into the SPUOVR end, -at •
Benders:I s request for i "high -American contact", is making arrange-
ments for Capt.. Waidmann to meet with Bandera and Stetsko some-•
time between 16 and 20 December. RUSTY believes, however, that
this meeting represents an attempt on the part of Bandon to bolster
a progressively weakening organization.
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11. RUSTY	

•	 ('

has practically no current information on the
. activities of Polish emigrant groups other than a very few reports

on WIN end on the activities of,MIKOLAZ in rtegeneburgthe latter
being spasmodically reported on by theAMSTY agent in VO.

„ 12. RUSTY has limitedAnkermatiWtin:the- c zechosloyak:emigra-
tion which they divide rOughlyAnto : fiye4rinoipal : groups, the SIDCR
group, strongly Catholic, pro.7P41ishiend ,lbr an independent
Slovakia; the Constantine OpFLENAgroupi. elOC'forn11 independent
Slovakia, but opposed by the sup group-Which:spouses CULEN of
being a Communist; the DURCANSEPgroupi : inthi•OhNDISTY had some
channels, which appears to have . 40me4upportrfrom Eva pERON:and
Which has established a Slovak:ActionCottittee-InArgentinai_
the PRCHALA group; and the new, Ozephoslovak'etigration. ItusTT

does not make use of any of these groups for its operations into
Czechoslovakia, and consequently does not observe . them,too closely.

BALKAN GROUPS 
•

-13. RUSTY subdivides the Yngoslav-groupsAnto Serbs 60 Croats,
with the latter of which it-has bacl,no : connactionsir-The Serbs
generally support King Peter under whom, through-Gen...:ZIRKOVIC,
are three main groups:,

(1) RAVNA GORA, headed by Gen. XALABIC, who considered
himself as the successor to MICHAILOVICH. .RUSTT . hed- connections
with this group, although it:wentorced to drop'theli:o..tek06
Zagreb Trials which were a teem blow" to RUSTY OperatiOneiW
Jugoslavia:	 . .,	 .	 .

(2) The "WHITE EAGLX"4-AvitnwhOO'AVSTY also severed
nections after discovering that it was giving its reports to FSSi:
"ESTI Vienne: 1'i and ap	 - .	 "	 ' •

(3) ',DUSAN SILN1" # Aescribedjitilyss the most fanatical
of-the:Serbian groups, and with*vhichRUS- . haErne ifer]Ind OChneotions,.	 :

•

• 14. The one other national group ii.6ticned in any detail was
the Hungarian emigration in,Germanyfitielf t and primarily made up
Of the so-called PARKAS M6Vement, thilungarian ,Central Bureau,
and the RMTAHungatian Couneil4n.CerM401,''

•
a.• The PARKAS Movement is headed by Col. F. PARKAS who

considers himself to be the leader of the -emigrant military movement.
He has no political ambitions, and has been fostering HUngarian
emigration from Germany to France. RUSTY hai some connections With
the Movement but considers them neglible in value,

r: 077
J
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b, The Hunga rian Central Bureau, leaded by:ex-Foreign
Minister HENNYEY, wb,9 negotiated the .pott-war treaty with the
Soviets, wants to retain-a•-centralized-control of Hungarian
emigrants in Germany, opposes ,thereforeHemlgrationotit of Germany,-
and is-consequently strongly antagonistic to FARKAS.: Numerous
reports of low evaluation acoUse-BENNYO.ofworkingwith the •	 •
Soviets. RUSTY considers this possible, but unproven; it does,
however, 'state that the Hungarian Central Bureau • ie definitely
penetrated.

15. It is apparent that RUSTy g s main interest in emigrant
groups centers on the Russian and Ukrainian groups. Available
material on other groups appears totally -negligible in value.
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Signnl Communientions nnd Signnl Intelligence

1. RUSTY Signal Communicntion n ctivities cnn be divided
into four cntegories:

Internnl Communicotions
b. Signnl Intelligence—Direction Finding Operations.
c. Signnl Intelli gence—Mbnitoring nnd Cryptonnnlvsis.
d. A gent Net Operations

The si gnnl communications staff of the oper a tion includes appro-
'ximntely fifty persons, mainly technicians.

2. I. ra dio comma nd net is currently in oper a tion with
sta tions locnted• at BBE7.N ) FHNICFT, BERLIN and MUNICH. 'US
'rny Slgn a l Corps radios ore used between liT:NICH And BERLIN nnd
between MUNICH nnd BREI2N; Germnn rndio 7teletye (Feldfernschreiber)
is utilized between MITCH nnd FR'NKFURT. The ' SCRs in BERLIN
ond BRE:,.EN ore nt . the dispos a l of RUSTY signnl centers in those
ores which service oper n tions by direct contnct nnd letter drops
in Northern Europe 'and the Soviet Zone.. Priority trnffic only

. is handled by this means which is from three to eight days
foster than courier. The greatest volume of tr a ffic is cnrried
on the. rndio-teletyPe between FR4NKFTRT nnd 	 RUTY hns
no access to military nnd civilinn ground T:Y circuits between
FRA NKFURT and YUNICH nnd their own rndio-teletype is not Cnpnble
of hnndling present traffic. Normn1 security mensures are
utilized in rndio trnnsmissions. Different type codes ore
utilized between MUNICH and enchof the other three stations in
the command net; lnternl communications ore unauthorized and
impossible under . exislgorocedure. Sub-orgnnization lenders
ore equipped with TB 1 rnaia sets which nre not used except for
occasional testing and training operations. These sets p re to
be put into operation in accordance with present signal instruct-
ions only in the event of war. The lock of adequate communion-
tions facilities for rapid transmissions of information, • between
the RUSTY Headquarters and its sub-organizations under present
circumstances is the cause - of considerable delay in the reporting
of information and results In serious time lags in the transmission
of operational'informntion. -

3. The signa l intelligence .n.ctivities of RUSTY' re currently
the subject of strong disagreement between the US A rm -nd the
US A.ir Force. RUSTY DF-ing and rn p id crypto n nnlvsis of the

• mon±tored traffic of the tnotionl air nets of the Soviet
Force in E ,. stern Europe has, according to' Lt. Col. Jn mes Berry,
US "ir Force li a ison officer with the 7821 Composite Group , been
the single intelligence oper a tion in the past few years that
has been n.b.le to gi7e the S A. ir Forces in EnTcne r Ymely and
ocrrs rat ;iommre cf the activities of the 7oviet Ir Fc-rces which
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sre in n position to tnIte immedinte tnctionl notion in estern
Eurcpe. This nspect of RUSTY operntiens hns been tecNnionlly
equipped nnd logistically supported in n.somewh, t spectacular
fnshion by the CS Air Forces in Europe. Only in the nutumn of
1948, however, did the operntion reach any kind of operationnl
maturity. kt this . point the Army Security Agency informed the
7321 Composite Group that this activity was nn infringement on
the exclusive position of "SA in this field and in November 1940
directed them to cease oper n tton. The . "ir Forces in Europe
responded by sending n n officer to mnke representation in
'nshington nnd by tempornrily cutting off their sup port of the .
o7!ern tion. To circumvent the 'SA directive the loc a l "Jr Force

' representatives •took thnt:segment of HUSTY eng a ged in this	 •
n ctivity nnd nominally detached it from 1 4=TY nnd out it bnck
Into oper n tion n s an l ir Force Intelligence Oper-tion. thtully
the DF-lnz and monitoring activities remninan intecrrn1 pnrt •
of RUSTY nnd the present nrrnngement merely ensures th a t the •
a rmy officers involved can disclaim responsibility should A.SA
push its case. In the me a ntime the USlFE 0-2 is a gain obtaining
the results of the RUSTY Signa l Intelligence effort. The real
issue involved here is whether "SA, which undoubtedly furnished
adequate signal intelli gence of	 strategic nature, is willing
to go bnck intO the business of furnishing the lir Forces in
Europe with tiwely tactic-4 intelligence obtained from the
tactical tr-ffic of the Soviet 't ir Forces. RUSTY cryptoanalysis
activities is limited to the tactical trnffic of the Soviet and
Ground Forces nnd n limited amount of trnffic from Soviet IND
units, l'or this _purpose Ft= has secured the services of former
German signal intelligence techniclans who have h n d years of
experience in an a lyzing Soviet tactical codes. .The US ",rmy
Signa l Corp s Captain who supervises RUSTY 'signal operations
stntes that the Soviet tactical nets are highly insecure, employ
extremely simple codes which .permit the deciphering of their
messa ges in n matter of minutes n nd that the greatest Joss of
time occurs in the evaluation of the deci phered trnffic and in
the transmission of the resulting intelligence to URFT Head-
quarters in TIESIP,DEN.

4. RU311 maintains LT crews -rid equipment in the areas of
BhEE TEN, FR P NKFUlif a nd Chiet See in Southern Bavnrin. DF-ing
stations 're netted by Signnl Corps radios with the net control
station est nblished at CH IEN SEE in November 1948. The only
monitoring stn tion also is situa ted At CHIEM SEE which is
ideally located from a technical point of view. This monitoring
stntion obtnins effective covera ge of tnctical transmissions
withIn n 400-500 mile range which includes n11 of central
'stern •Eurcpe.. The "ir Forces . have indic-ted that their signal
intelligence obtained through • monitoring in the 73 l LTIC Region
Is provided for by other arrnngements.
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. A similar operation utilizing Austrian cryptolnalysts1}1\11

and'US equipment and operated by the US Forces in Austria is in
no way connected or coordinated with the RUSTY signnl intelli-
gence oper a tion. The USFA operation, like RUSTY, concentrates
on lecal Soviet Ur nnd Ground Force and MVD traffic. . The
future plans for the RUSTY operations include an Increase of • .
short-range LF-ing sets to he, integrated with the present EF-ing
net to incre a se its flexibilitv nnd effectiveness in controlling
Soviet ',.rmed Forces movements in the Soviet cone. It is
emphesized that the entire .venture of RUSTY in the signal
intelligence field is only in the closing months of 1948 reaching
operational maturity.

6. For the oper a tion of agent sets RUSTY has been well
provided with TS-le from the surplus w a rtime stocks of the r..)SS;
however, the deficiencies of the set which are well known to us
have also limited its employment by then' since the RUSTY

•operation began. At present RUSTY has only two - st a tions a ctive .
behind the Iron Curtain other than the Soviet Zone of GermarlY.
One of these sets is in the LEMBERG, Poland,area nnd the other
in Slovakia. Other sets dispatched to Soviet occupied or con-
trolled areas have come to'disaster.

7. In-1947 the RUSTY communications st a ff developed a new
ngent set and rxesented it to the Intelligence Division EUCC

- with a . request.that the set be put into production. Arrangemente•
were completed in the spring of 1948 and a US Signa l Corps
officer vas dispatched to the US with the pilot model and P
production Order for 150 sets. These sets have been delivered to
:RUSTY, some modification& have been made locally, n limited
number of oper a tors have been trained Ln the use of the new sets
nnd the first fifteen sets were sent into Soviet occupied o;.

controlled areas during Cotober and November.; the first sets
esta blished communications enrly in Tecember 1948 according to
prearranged schedule.

A description nnd photographs of this agent set is
attached to this report. One of the Army Signal • ‘-orps officers	 •
attached to the 7821 Composite. Group reports that he has personally

• worked from Munich stations . 11 over the USA with this set; the
readability nnd signnl strength of his transmissions were
described ns perfect (five by five in rndio.ameteur jnrgon).

The RUSTY stAff is obviOusly Placing gre a t hopes on this
redio. It will, they believe, help to overcome the frequently
voiced opinion that rtUSTY reports n're good but frequently ,,npers
to have been delnyed too long in trnnsmission.

rs,) 7-^ '9"
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10. The present plan calls for placing agent sets at
sensitive points nlong the ODES-NEISSE.line nnd a t n 11 points
where the Soviet RR gdbge ends nnd the Europenn gige commences.
In addition, they have a number of target nreas throughout
Enstern Europe which hnve been described as sensitive by the
Evnluntion Group. It will be severnl months before nn nccurnte
evnluntion of their success in-establiShing ngent sets behind
the Iron Curtin cnn be mnde.

11. The recruitment nncl trnining of rndio ngents poses one
of the most difficult problems.	 USTY is nvoiding the use of
operntors with intelligence records, trained o perntors who were
members of the Germnn rmy Sign n l Troops 'I'd nmnteur nnd
commercinl technici,ns. On the other hnnd, they concentrnte
recruiting efforts on rndiomen who were crew members of nircrnft ,nd
nrmored vehicles nnd hecnme reasonnbly proficient ns operntors
without ever becoming registered in existing records as nn
opern .tor technician. EUSTY opern tes seven trnining points in .the
'Yestern Zones of Germnny; ench of these is cnpnble of trnining
one operntor nt one time. The problem of getting n mnn out of
the Soviet Zone or one of the S n tellite Countries for radio
training without blowing him at the outset is the most difficult
aspect of training.

22.	 11 . transmissions to ngent sets behind the Iron Curtin
are controlled nt central hose stntions under the immedinte
supervision.of the Chief of the RUSTY CommunicatiOn's Section. No
sub-organizntion possesses and controls its own agent r n dio •
communications. .

13. The gent set described above is also being utilized
in trnining nnd organizing the sleeping nets to be nctivnted only
in case of emergency. .Thus for RUSTY h e's not considered rater-
proofinF techniques necessary.

•

/"7" •	 •
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The US Air Forces Interest In nnd Support of RUSTY

1. The U.S, A ir Forces hnve n twofold interest in the acti-
vities of RUSTY--0 tactionl interest on the port of the US "ir
Forces in Europe (USAFE) and n. • strategicn1 interest on the part
of the Director of Intelligence US Air Forces (.ashington).

The US kir Forces in Europe (USAFE) is interested pri-
marily in the tnctionl intelligence on the Soviet Air Forces in
Germ a ny nnd the satellites but receives copies of -11 RUSTY re-
ports through their linison officer with the 7821 Composite
Group. This linison officer 'has been with the . grout for n period
of one yenr n nd exerts n strong influence on the a i r intelligence.
production of the entire project; through him the Air Forces
have extended considern ble support to 3USTY,•pnrticularly to •

those sections engnged in signnl intelligence nctivities in the
form of Signal nnd other technical supplies.

2. US A FE maintains thnt RUSTY monitoring n nd cryptonnnly-
zing Soviet Air Force radio traffic ie'Only timely source of

•'intelligence on tactical movement of . Soviet . "ir in Central Europe
and has thus given RUSTY strong suprort necessnry to keep this .
element of RUSTY producing. The Army Security Agency has, at
this time,, not reconciled its views with those of A ir Force on
this particulnr aspect of RUSTY nctivity nnd the entire mntter
Is currently ,under discussion while RUSTY signnl intelligence,
solely through in Forces support,remnins on the nir.

1. , The Director of Intelligence, US A ir Force (Washington)
receives 4 substantial contribution from RUSTY In the form of
-stintegical intelligence in the form of target folders ond
studies on the concentrntion of key industrial n nd power com-
plexes In the USSR. At present RUSTY is also'exnmining the
Possibility of organizing evacu n tion nnd escape routes from
USSR for use by US nir personnel in event pf•
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TRAINING PROGRAM

1. The training school (107), directly subordinate to the
leader of 7, and headed by a Mt. KOrner, is located in Tegernsee.
It was not organized in its present form until May 1914 due to
difficulties in procuring adequate property. Consequently, a full
and detailed course of instruction has been going on less than a
year. There is an observably prevalent belief on the part of top
RUSTY personnel, however, that even in this short time the school
has materially improved methods of operations and security, and has
already redeemed the majority of mistakes made earlier when total
emphasis was on immediate production.

2. •107 is responsible for continual assessment of operational
experiences and for re-casting these experiences into suitable
teaching forms. It is conscientiously assisted in this respect
by 7 and by the two Sub-headquarters of 7 (17 and 27), who pass to
it full reports on all special operational cases, and provide it
with detailed investigation reports on every case of& blown agent.
or .agent chain. In addition, operational information extracted
from reports, or produced as a result of PW interrogations and

'press analysis, are passed to 107 for incorporation into its train-
ing programs. Under 107 are three schools, one of which, physically
contained within 107, is responsible for all training of Sub- 	 -
Headquarters 17 personnel.

3. Schooling is tailored to the needs of the prospective
student who has been previously selected by agreement between 7
and the appropriate Sub-headquarters. Prior to coming to the
school, the student's reports for the proceeding several months
are forwarded for training analysis, along With appropriate
recommendations for. special training emphasis. At the same time,•
the school itself forwards to the student basic training material
to be studied and worked on prior to entering the school. Wherever
possible, the student is accompanied in the school by his immediate
superior, and often by the instructor (see paragraph 9 below), in
order to maintain and strengthen during the training period the
personal relationship and confidence existing between the two,.
Only those students already knowrito, and professionally aseociated
with one another, are trained together. Consequently, two is
normally the maximum number of students trained together at any
one time.

4. Originally the concept of training had emphasized agent
training. experience indicated, howOver, that this had to be
changed to emphasize staff training from the Sub-headquarters level
down, so that sound superior direction could be established and so
that no subordinate would be more familiar with proper operational
procedures than his superiors.
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Tnailmtng subjects also ingliAO-repertaproeOuries 	 -

plrional ,aseuilty, personal and organitiliema over,'
, T.Ohnieal Subjeota such as WIC saainatioationa ire taught at
speelel se/tools set up undfr the direct aupertision of the

	Appropriate headguartelmite.hniCialieftleon. 	 • '
• .

• re f . , While it is norinalp-Poanible to bring all- people
the 'T/40 . Zones (or other friendly some) to 114,:-4ohoelw=foia.:.
instructiOn l 'it is not4110.44144401)444'ar rf51410440.004e0	 'l44.4017 . 40 00010 out for 1,40000ticm.' 140 44440,4000**1
ha. ..Magnet siroving instrneterAWaehlwani) to000444.4ati'sul:-.
headquarters out special 0444144niong. Ahant44011047i'lhit
instructor Groin.i into saw territory : le give instructions to
the ;thief lieutenants of Os chains, and -these in turn pile ;the •
training on down through Ofix,::out . 0#01144C . ehanneliii . AlthOughl *
IvaTr4"142101.44 put 4 1.1401Ar4P,4r090r ItItiling tt14,110MO-
what unhappy at the --ohwiwns 'Oedavitr.-,10	 I
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llai410ruotor4010000anoarWmeinithWthe-li.truOtor...

- 2140400itinilinf4On'4Wthe :44004400#4444Ar4414 and 06
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.1. _Liaison with other US agenpies- with representatives of
other governments and with German officials in Western Germany
offers the-US and German staffs one of its host Vexing and f4
reaching problems..

..2,	 In general, liaison with other -US agencies in the
occupied Areas of Germany and Austria . has been A function of the
US element of .the 7821 Composite Group: There . appears to be -
general. agreement among informed EUCOM Staff officers, And US-
German Staff members that this responsibility has not, for various
reasons, been satisfactorily disehArged 	 and that many of the
'difficulties And npparent inadequacies of the operation stem from
this shortcoming. • In theory, all local Arrangements with

.Military Government officials for the housing, documentation and
legalizntion of RUSTY personnel in all parts of the US, British •
Zones Of Germany and Austria are n function of the US Staff.• -
Further, this staff is expected to do •11 the staff work 	 -
necessary to ensure the logistical support of the operation and to
contact other US intelligence organizations in Germany. and
Austria for the necessary coordination of RUSTY operations. The
. fact that the • US• Element of the RUSTY . Staff for 0. - Period of almost
two years consisted of two officers appears to be one of the

.prinnry factor 's causing many of its apparent difficulties during -
the first- two' years of operation. ThUs, at the beginning of :1,948
RUSTY had established a . generally unsntisfa0tOry
witn -an ! other'US.agencies in the vs . ', z.ene';-.,.s.1410e,•Ahoit.;titio-,Dt.o .te •

)*a*h . ' gradual improvements: a: .:.00.0* dea li:treliii -ineo •
deco and steps are now be inetiiken • to issPrOve.t.lia•••;'igiineral .
1.1tiOnehiP of RUSTrparticularlY : .With other.:17,.0
organizations. ' s	• l-•	 • '•	 •••••••

3.	
-.•

As ,118 . .Military:07ermot ne :,*COne lee*. active .TJ
cOntfOLling the affairs Or4O. C.R1: :.Germiti •,'40;yolrnaniiit

• thC,:effectiveness of the MS' Staft , in .i01041.neaVilioniiiWand
• legalization problems for Germans working for ' :RUSTT::.hts 11.04
. declined... It is.becoming increasingly e pprent that in the
-fUture .:,the German. members	 ;RIM will, have to 'settle ittiei:e
.PrObleial .7by -direCt contac t with
.this,...RUSTY , 10aderS heve.ma4e , s 4eqidedifforttO'Sstablieh
contacts An'tbs-Aerien.governmentr,:perticulirly:id:the.'police,...
at all levels. German leader's of MST! stress the fact that, • -
in their opinion, commercial cover for pert of their organization •
is the best solution for the . futurethowever, without e represen-
tation in the GermnnilEni.der end possibly local 'governments, they
will not be able, as individuals, to conform to the numerous.:
registration And documentation measures 9 now more complex than
at an' previous time; in German history. 	 •	 .
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4. LiaiSon with Foreign Governments and intelligence

.	 ,

• ...•serTices. is epecifically prohibited by the basic operational. 	-,
directive to the 7821 Composite .Group. With few exceptions, -
most of which are in connection with the Emergency Plan, RUSTY
ha s 'not established • lia ison with foreign intelligence services.

e German le.;der of RUSTY reports that they have no liaison
with 

	 •
, 4111110,4111111 1k 	 and ...1M '

Services, A close liaison axis s	 he form of an old personal.„.	 a	 ..) .	 .
,4	 friendship between the German leader and the head of the

>7), ,ea,e. ,,,,,, . •	 police.- RUSTY is in direct contact with the	 Intetilence5n,,,4t)/.5-'5's- .4.
a	 .	 • Service through its representatives in	 1.1its.osintact- -.! -41 •: 'stems from the former relationship organ. and • Admirer CANARIS-- ''''''e/°5

who according to Dr. SCHNEIDER, consistently influenced Getie-rar '="4'')not to enter the war. In repayment for his personal debt
/vz.4-,.-.,)•.----t-cr-CANARTS.1 VIM has now offered ha ven and support to Frau

!I Erik. CNARIS and her two daughters; this gesture, according to
Dr. SCHNEIDE ,R has no intelligence implication. • RUSTY represen-

A/-71----ta-tlie-7114/MO is the ex-German Military Attache, General DOERR.
Rchoy. , of the true nature of DOERR , s activities in	 DOERR	 p	 —
The US Military Attache has been advised by letter from Co 0.	 S .A....9

	

I' II	 has several other ex-abwehr officers With him. Communications 	 •4 410 —t-o---enso ge. through the _01.1111111111 . 6 iplomn tic channels from 1111111111111Mr7-5;;,....	 e /a 41
Amp. z-CebiMunications between RUSTY and the 411111111111k...hayearar:_____

1' III: been limitedto problems relating to the possible use of
as a place of refuge for_RUSTY in the event of war, • . ' I

• •

	

I. 	 5. The -only. RUSTY contact with the 41.111 for purposes of	 - •

	

I	 I d__:.-----7-44	
0

111011111. and his Superior. 'Sion ., the	 7...ifiltimmi,-..., 	 A..
----- liaison is wittriAllialp military intelligence iii ie SentitiVii..A41 :' . ,..•'--4-ic i.:5

	

1 ,	 -..., . le 7. . e'e/ALY) Bore #.0.0ffiffilkoffe red • their eisisteried:-::.!An •-• :,...0..ffies.0 on ,'. ,/,--1-.4"125:6../. ,■-•e.)-)-1 t

	

I !!	 ,f-geY7C-14	 Eakeitilgency -Plan but suggested that CIA be 	• 

	

;	 .	 .	 ,	 , . : c .4'.-'..-::,'.'.	 '''''''s. ';''' .'.-:Z...i';'';':i:' : :;.? ,	 .	 .,.	 • connection. ' : , :.-

1!	
I

I

-.1111111111111

■;:
1.1

.1.

, 	 6 . ,,,014, most recent contecti37.iith:,.the	 1 '
.c-5-ia.4w 113' 4 ISMINI,* nitro on '11- December 1948 when ::Ccil.erieli-,P

. '	 , 70271 Composite Group i Cep •41/i Eric NALD110 a . 782 1l
- Group , field ' -re pre tient, t i'Ve :With - RUSTY; 	 8aJIEIb, ......160:, 0 .3013/7i coitterivd iiith .."!the178 Military ,Attache 441

lii	
;

_lih - ciffiiiiir.7-aWn111111111110 silitAry. 1.4.t.0.1,igiip04-:

•
•

--to7tx0;0111110:militji 6 `Intellt 'inice .ai iifi;.-.-hi4C0fthe .
Prilice • 4nd s'pepresentp tives Of.-the.

„ 	 Emergency Man... • ' At least part of these-peOple• were met .,
• 11:12346e . ;of this conferenceconference wag to discuss . Var. owl

separately and socially during this trip and a variety .Of • subjeCts
of at least general intelligence-interest • were'diedUssed.. That

• • protestations on'this Meeting that were made br'our1111111Yrrilliiii-
are thoroughly appreciated but it . does' not appear•-thaf
situation which can be dismissed with a simple statement"that this
is A Clear .-Cut example of RUSTY transgressing in CIA ground.. In
the first place, the Army considered . the contacting of represen-
tatives of Western European military forces for the purpose of
discussing any aspect of military actions, including the movement
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•
:-

of an army intelligence orgenizetion, to be/taken -1nthe event
of war their clearly defined rerogetive../They cen, with some .

' logic, Include • their trip to •	to hold such discussions

	

5 Iv , ' -s ••

logic
	 i ■ nd 1111111111111.1Militery Intelligence in the generel

category of !Unitary plenning for possible eventUelities. Onriee'lcA
, . the other hand, the personal connections between Tr: SCFMEIDER

the IMMIX Police 9 es well A s the connnt ions with the
..,..-141■1111111011k is a matter in which the CIAlseems to be cleerly

171-5-A .1.-1 defined. Had EUCOM acted appropriately in this -instence, the
Chief of Station, Kerlsruhe,'. should have been advised by ODDI .
EUCOM of the visit through the existing liaison channels. The
Chief of Sta tion, feffl, could then have been properly edvised... - C-._ —7
Failure to so Advise the-Chief of Station Oni----OM.ic,	 -matters
obviously places him in a difficult position with the 11111.11.. ...5-•„, '

-
. 7. It • appeara that this unsatisfactory situation An :-

41111•1111111111111111and elsewhere stems primarily from organizational
end personnel problems on the US side of the 'operation. The .
primery !Ault appears to be found in the fact that CIA as bed
no direct connection with the project.- 	 .

•

.1.	 •	 •	 .

	

.	 .

	

. 8,	 The two: command' officers - of the . 7821 Composite GroUp
who preceded Colonel MITA') were totally inexperienced in
intelligence work end cer einly were.not conversant with the ... •
responsibilities of CIA vis-e-vis lieison.with foreign intelli-
. gence services * Also, the pest tenuous connection between -RUSTY* =
end .0DDI in the form of staff supervision on operational matters
has been insufficient to give • the 7821' CoMposite. Oroup 'the 	 . .
.direction to heVe 'avoided suCh:coniplica tions.:0 • . the -.recent" Swiss .
visit, • . . The . hest solution .appeers . to be in ah ratteMpt -: by CIA. . •
to.idequetely brief Colonel . PRILP$ .on . .ineti ,mettere• :and. then
provide continuing 'liaison et . hi# level,.	 ,e •

' 0 • , ' „Dr,' SCIOIDER gives impre seen of - being maIlta:wari..:Of .

	

.	 ...	 ..	 .	 .	 -

the . need for .a ...cloie connection With - CIA • iePre Oita tions AliiNiiii'ci . .:

end would . probably 'welcome. entp•moie- in this direction. Although •
he has Probably furnished, ,the'rsuggestiOns on potential -Contaats-..:-.
to fa cilitete' RUSTY eetivities in	 ',.42-2-i--) "thir---'-1.	 ....:.)/vdz e•-.4 4A v 7 et/ '
US-elemerit. ,A ppea. r a to ,fully Participe . e	 end.:•fullY:spousor:*:''' 	 '.
all liailon...contacts. - • - • - ' - `...-!.;,

.	 . ...±.	 •	 '.	 .-.	 . /4v2e-S .• '.'''''''..,	 ' "bc;,;-)Y7rif$
."-• -1r-t.--7-;-'-•-•-••• • .• • . • '• . -----'10, . RUSTY Couriers from' Beltic .ports go tddlIIIIIMMt . vill' :. .
•6-' -'e"---''-z4:11"t" —1116al. shipping ; the	 'ensure the RUSTY couriers sere .move-

•ment through_ ..01.0111110 in return for .copies of their repOrts. In
order to .develop their Baltic operations, RUSTY has decided to 	 .
accept this Offer arid note on disseminated reports thetallialb .:2;•e5-7,772) g ,e :,C--' :
has received the same report.. 	 .
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'has been in Gernany during the' past year and attempted to develop .
contact with RUSTY. localise 'they. feel that. the IMMO-IS 'is 
closely connected with the ..11110 this approach has not been
developed. .	 S.	 • 43R.W.-

lg. RUSTY has relied entirely upon the Office of the
Deputy Director of Intelligence, EUCOM for liaison outside of .
the occupied areas except . in the instances cited above.
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1. The ;14es Section, 44144tion ofilealuetihe (43), IA
located in an old castle (Vuttb121") locotod OpprOXiMately 15 kmi.
north of Bad Pauheim. It was cleated in th. rallof . 1947, but
did not receive its real impetus towOrds fruitful Pro446404
until the appointment in the Spring of 1941 Of Mr. : M[Orkur.t. 4e04.
Rorke* is now assisted by a stiff of 'six Mon, tOdjmAddition44-.
tote' of eight *Worn language translators, living outside of	 .
Dustbin Or employed in the Intelligence Collection Organization (7),
are available upon need. ThereAsm ,7coMplete ,segregttiOn from
the local population who, because of the aCademiobabtground:q
the staff of professional military, economic, politi011and -
scientific analyst*, believe that the PresuSeetion• ..it working.
for Military government on political and scientific matters,

2, At present, the Press Seelig regularly uses apprOximatigy•100 newspapers from the !colloids; a 	 ,

a, Iron Curtain Countries 

1.0 Soviet	 6ithraialaaH

14 Czech

40 iei*Ish 	-11. Reekaniaa-
.7 Bulgaytan	 6 *4.04.

• Western ..Countrisol

to**mi . oa;Atto.44-l .1*,04 the Soviet
.0 Austrian

• 14haeelliaettet
afbrdork	 OP4021:ii Oig•trOXIPPilig

Occasional Arabian and Turkish new.papsra,
.	 :	 :

The majority Of the aateitalated, partietlenieg*I.10,
countries, is provided by 7..7WitteratalitlitkWoolrethgeAW
given were it possible to got the nileeistrraelOpeVeWand*
periodical msterial . throUgh .MilitarrAttaishe **Intl*.

3. The Press Section services include the following,. primarily
for the use of 45 and, to a lesser extent, for the use of 71

3 ;mgoelav
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I. Daily general summaries Of the- foreign. and German press;

b. Weekly military liUniaariesi

• Condensed weekly (or tee-day) political and general
summarise;

d. Weekly soonemaio summaries;
• Daily Soviet economic summaries;

2'. Monthly church, politicaI, and press reviews for
distribution throughout the organization;

•
g• Individual press cuttings, not otherwise used, are

distributed to interested sections in 7 ind 45; and
•

A. -Press archives are isainto*non Up 10 'Olt..
.	 • •	 .•

4. • moth 45 • and 7 consider that -the--,Azzact , 'prete analysis •
.provided 1110411 considerable - !undo, in linet• it provides intm.a*.*X:P.*:',.... •
•ntnInwis. obtainable only through Operationa - In this cOnolo#0!,,'
the Press Section has -found that -:i.preeCeOyerammo • of border erus is,
-considerably Igor. :prod uetive: 	 ••0001f

• The	 also been , found 40 be :!*..'1;ry	 • s.
...joatiw-tiOktoroOndt.iiitOrtAi•-teW:IT 1sX':'014.0441".:0914:00*OG "Ltd	 Mminy'Mie gmee,.ler" .'the	 • We*

	

.	 -age20.1i •	 .•:-	 ..	 .	 .

• th, above	 ****.4• .	 .	 •••	 •	 o.

• •	 on	 'eporting On 5.
d.sciiptionsis no?:

with . rgpOrtiflg on the!'*010.1:4444.
41•.-/O541,14tri A.44)*Ailk o.o

in, thi$ axesi and->oi.th,..jrollt-dtaivOiOitilx0i,4.oto4144:
• •

;40e-ure4410 4$.011041C:...4$4.41,4,1.
...-Altiontlii1410:41i$4,y4ii■uottions4.044Vatt 4.74"011 '4... ‘ .;r4,00-‘11001F
.10t4rodgctUgu4ndillOttatent. 411,7.1‘1*.oloVortILvi•,..sOreiotrOothOr
AO% or •non-fulfillment .-or, ,:finishe4 .4rOdutitiell	 •- • :-`,-
NanuMMous operations], details , are also .-emteeeted, ,,-014 . " ••holl provad to
be : 4t . benerit to-.2 the ,.Operations	 --ire* time to 	 ,	 •
the . itroilor` portion of this 'incoming material to mike : -W preimI4 . p•00.•••
oomplittlOn for the US. office.	 •	 •

T)Talo SECRET

SECRET/RELEASE
TO GERMANY ONLY

..•

Secret 118



Secret

Re! GER

72. (Continued)

CRET/RELiASE T S,CFIET
TO GERMANY ONLY

•6.:4t .the 11011110i . radio vivariae is iusdequat• :Nowbers of
h. Proix 000ion attempt to nottn to -the moroings . 4100a, and

Wjaht-ne*xesats,	 .45twAopaieh translator -attempts partial
ioVerage•of SOViet-broadeaste-Vhs:problea, however, le one Of
Oersonnol, eihee adequate coverage means 24-hour coverage ty.. -
experktAped aoalyiatiO :	 •

-	 •
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72. (Continued)

Reflections on the Further Development of this Project

All reflections on the possible further development of this project
mast be based on the political foundation which supports it.

My assessment of the political situation is dominated by the following
conceptions: '

(1) Ideologically; politically, economically, and militarily, the world
is divided into two camps, which are engaged in a comprehensive intel.
lectual, political, and economic struggle. The eastern tamp incorporates
the ideal of the absolute state, of collectivism, and irreligion and is
based on a materialistic conception of mankind and the world. The
western world clings to the conception of a democratic adjUstment of-
the various political tendencies Within the human community, it stands'by

• individualism; which recognizes basic human rights, religious-beliefs,
prepredominantlyChristian faith, but also those of other creeds. It
furthermOre embodies an idealistic conception of the true nature of man
and the world. In the future, the vehemence of this struggle is
certainly going to mount. It is hoped that war canbe avoided, but-that.
does not seem probable.

(2) In this struggle, Germany is the no-man's land between East and West,
• 2 By natureand tradition, the German belongs	 Since

the German is not in a position to defendhimself against.the'foliitithOf::?:
:the eastern ideologywithout foreign help; the4mmuniti of the stern
nations should be interested in Germany-atanadtanea fpott.in:this

-Tworld-wide Struggle4::

( 3 ) The elan-6116f national states, at least izi.itt'.6Onventienal.tensW.has:
been superseded by morecoiprehensive:concaptiOns. A. fUtUre0eMitnOtt

y imaginable as an integrate - part . Of a larger Prgattti,
my o inion, is represented by.the':union of Trettern.EUropeen statee,-

• .;
(4) This union of Western European states, if it is to be a..ineeetw:and4s.„

in lead to a firm bloc capable-of defetding.itselfi.WillTeciuirC:th
renunciation of a number of soverei:. •rero'itivis in favor of a.,

n e'same , wsy as the re a ' TIETIBE7ET-Teftsny
herself is only thinkable within the framework of a federated state,
the future democratic Germany; if it is to have any permanence at ell,
is only imaginable as a component of a Western E uropean union,
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• s	 (5) This reintegratien . of Gerinany into the community of Western European

states meets with humerous difficulties, partly because of her moral
disqualification which goes back to the well-known events of the last
decade, partly also because of the frequently divergent interests of
the Various European states themselves, From a long-range point of .
view,- the US is, and must be, interested in a Geemany which, as -a mena,,.
bar of the union of Western Eurerean states, is politically and <soon_
omically strong enough to fulfill her mission as an outpost on the
borderline, which divides East from Vest. By necessity, this situation
makes the US, which is above the local conflicting interests or
individual European states, a politically non-profiting friend of
Germany.

The above considerations induced me, at the end of the war, to offer .nyr
cooperation end that of my co-workers - as a contribution to t he defense of .
western civilization against Communist-Soviet expansion. Our basic conception,
which has been sanctioned by the American side, i.e., to contribute our share
as 'a German organization in cooperation with and under the control of the
competent American agencies, is based on the followitig.tvo facts:, First;
want ultimately to be in a position to justify this work wi th our own con-
science; second, we do not want to be exp osed to the reproach of having worked
for -foreign interests for material reasons only. On. the other hand,:seen ' f rOM
an American point of view, this conception alone offered the possibility of
securing the best qualified Germans for cooperation in the interest of the US,
a cooperation, Which it would otherwise have been impossible to Obtain:.

• ,	 .
Political ambitions and aim6-:of"anY.kind?are. fer:frari0a0:00Rynelr;,,:andthe:2

leading circles of this project. As a forniet''GertangePeral;Ililedied
word to .General SIBERT that .I would; at any time, ass time . fullO4f1;13414.ty

- for this project vis-a-vis the US: Also in our::qaalitYWGiana*00::'
fully conscious of the fact that today : Mere - .important things4i*KS-tiket
our own country and that throughonr.,eOopertitibneand".0Tefiilii*V07
opportunity of contribUting to the atonement Of tho0'.-halipenin$S*1.0h01.4.,
the -:eyes of the world gravely Ootpromise our nation, although 'we, )441:il4
may not be blamed for then. : The seileUaness'of .pUe-inteationAs refleatelan

: our work.

•Vrnuld like Ttic review -the :4'611°A:1nk tdeitas Conce.ining the :vjbüs..os--
jbi1iti-es of ' how. to continue ' theictiVities of this pedjeCt'frdin'thd. ad gle

:the above' voiced . conceptina.
•.	 .

As to the prasent_constellation, the new existing form of Our organila.
tion has proved its practical and useful - setup.' -From a long-range point of.'
view, it seems, however, advisable - both from the American and the .German
standpoint, to review the question of what status this project is to b e giVen
at the moment when Germany will again be established as a sovereign State
With a ' government of its own. The eventuality of a Communist, eastern 	 .
oriented Germany is not being considered in this connection, because in this
case We would unanimously continue to fight such a Communist Germany, as we
have dene before. Therefore, only this situation will be considered, which.
sees Germany, or at least Western Germany, as part of the union of (etern
European nations.
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The following possibilities offer (themselves:

(1) If it should be desired on the side of the US, thisproject could be
dissolved within a peri7d of several months. I should pledge myself,
loyally to take all the measures appropriate for such a step. , How-
ever, I assume that such a solution will not be envisaged, since it is
hardly probably that the existing tensions between East end West will
donsiderably ease within the next ten years; rather we must fear that

'llpre . will,be a war. That all the members of this project, in such an
eventuality, will fight or work pm the side of the US, no matter in
what form, need not be stressed here.

(2) Conversion of this project into a purely American organiiation, which
would-continuo its work on a purely American basis. This would neces-
sitate a basic reorganization and the granting of American citizenship,'
respectively a claim thereto, to those key members of this project who
are to be taken over, if they - on their. side - hhould agree to such a
solution. In this case, the efficiency of this project would presumably
saffer due to the fact that not all the members of this project,
particularly those working at lower levels, would be ready to continue
on that basis.

(3)

It may be objected that in ease of such a conversion of our project
into a German IS, which at prem./t is still a very distant possibility, also
the other Western Allies, particula-rly Great Britain and Prence, mould cIaim
a share in its control. However; I an convinced that the US; in view' of all

P SECRET
SECRET/RELEASt,
D GERMANY ONLY

• r
Conversion of this project into a German, but Americas led End controlled
Intelligence Service. Thus, It .would be adviaable to effect . the organ....;,::•'7.
ization. of this service in , such-a way - that warixed Germaa=Americfn Intel=
ligence Service is being established, which, xineler.the cover of . a: 0.0.iMap
agency, would simultaneously work . for American and Gtrmai interests 	 s
In '' 'suggesting the pbssibility.ct

concordance with the baSic, conceptions of this project that
activities of this IntellIgenee'tarvice .will dioec
against the East .:0a. its satellitps andwill be reSiti- i'44114t.i,th
-sphere only -• Thia .; 88
of establishing a close political tie between the HS and411-elin4ifiVeige
democratic Germany the .*.,,,persOnnel. tq" this project have -cooperted
with the ;:IIS for three years : 'end in acing so, they have become faniliar
with . her mentality and her 'fundamental interest 	 ca b

. that all of them would be	 mice the dhuse of the US their o
'since in - that way they were .r...8i.intiltaneooaly..:0ervi404:r4elay.1,04./,:tui
interests:- They are bound to be .in:a :lie 	 '.to.tacitin.0 he:Mies	 ..
diversified sfield s, , ae, Medi ate' r s -het-we -On Eithe4Clidiaa s 'of ;the',
and as .promoters o'f a 'better understanding end apiireeiatioli-ef

: mutual interests. Moreover, by taking this course; the us would .seeiire
.herself a dominant position among the various ' Central Europecti Intel4
ligence Services, thus preventing a ireponderance of the Briti gh IS
this f4ld all over Europe.
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SECRET LEASE'.
TO GERMANY 0. her comprehensivepolitica	 ecoSma.pWIRJoup F or the .survival of all

• the European natienS, has a m6ral Tight to claim for herself the Sole
control of such a.German IS, also in behalf of the above mentioned States.
This seems all the more justified with regard to the considerable sums
of money which the US has spent On the development of this. instrument. But
even if tbe over-all operations of this IS would have to be placed under a
joint control of all the Western Allies, a solution which is not deemed

' desirable, the American interests would continue t6 prevaiIwith . the German
• members of this project, for there is nothing that binds so closelyas a

prolonged period of common work and a series of common succeoses, based on
the same ideals. •

• /a/ SCHHEIDER
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73. Galloway to DCI, "Recommendations in re Operation Rusty," 21 December 1948

gmemmummenang,

y .9SECIZR

-SECRET/RELEASE
TO GERMANYDDNIX8

MEMORANDUM PORI The Director, Central Intelligence
oocuwel=class.

,Gue.ss,	. IS	 G	 I
0	 ctS10

SUBJECT; Reoommendationa in re Operation Rusty 	 1.3" cliAgGe°

GtVkVIVI GA1E'	 41.1.70-2
iarrt "

1. As the result of a request to the Director, OIL, from the
Director of Intelllgenoa, MOON, °partition Rusty was briefly investi-
gated by this organisation in the period betssen 18 November and
15 Deoember ,1948. The purpose of this investigation was to determine

-24mAlmelisieerrweuthe ohereete.ret.OPerntigek-40/10W4.1040
taoiUtaein a 'decision MCton:Mhettier :A.O z tot •CITA 0644 *o*di ta •
thsArWsrequest that it "Maki everw-thii:OperatiOi.*

2. This isibranda is prOdioated on thijitsomptien
is willing to assume the responsibility for Operation Rusty with
the understanding that certain provisos shall be agreed to by the .
Army as prerequisites to this assumption of responsibility.

3. It is roc:amended that these provisos include, the follow-

(a) That the National Security Council be informed
concerning Operation Rusty, its origin, and its development
to date.

(b) That the National Security Council direct that CIA
•take over' Operation Rusty as to financial support, opera-
tional and administrative direotion eta. but that simultaneously
the National Security Counoilfurthei. direct that CIA be given
the ease logistical swpport in Carman,' vhich the Army, the
-Air. Forces, end ether Ameriain.ngennies have been according..
toe Oneiatatin'te .date:' Able provide:I ti tolnolide-en0pdtt

'A!riurthe (Wean eimnany . nclong noble) United States. isin„..
the statusof an naaapyiag

(o) That CIA finance Operation Rusty on an annual budget
not to exceed $1,560,000.00.

(d) That it be clearly understood by all interested
agencies that, although CIA will run Operation Rusty for the
benefit of the U. S. occupation forces, it will have complete

SECRET/RELEASE
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SSidOkt4i)md.dontrel to handle the Operation as it sass fit.

• • (e) That, if CIA is directed by the National security
Council to "take over' Operation Rusty, that it be given •

• period of a minimum of one year during thich the current
managementl would continue on duty, but under control of
CIA representatives assigned to the project.

4. In 'support of the above rsmommendations, it might be.adr
.s . :114410,W&elaint:tp brisfIy the resuanclor *sal proviso.. 4141.41*

gardiAtV.the national and interiatiOnal .paltitil leOlidatitieef
a redoMstructtd German intelligence Service with German General atliff
remifiaationa are ea* that it woad be mast basardous fret a domeetio
politioal viewpoint for this organisation to bocome involved vt.thout
epeolfia directive Cron the Xxecutive. In addition, the security sad

.rie	 jaidAvoriiintation.o.	 1.4 isast:404piul Aging* we OW 0 .41*-141.414 -	 •-••.%•••••..	 ,

)7I " "I .""Ruit :i0OrsOnnal	 --offer*
• of Affehiat'llpermt4ems	 nolimy*.0..up: to *wry thes.p

ld iiiretted-laCepoithkinit.Of
With the personnel and logistiO support already cantributad*-

nteIginfi#s

other-agencies, CIA would not be able to support Rusty. With maid
to (c), it is felt advisable to put a ceiling on the number of -
dollars to be allocated to Rusty in • given year inasmuch as another
currencryftformin Germany or other factors might shoot the cost to
a figure tan or three times as high. It is felt that CIA derkwies
some budgetary protection against such a contingently. On point (d),
little explanation isnneded, emnept that UM., position would be
tuitanable over thelang pull if it did not have complete contra of
the Operation. As regards (0, it is absolutely essential that .CIA
be given sufficient time to find out in precise terms and with Army
assistance detailed .oharaoteristios of the organisation for which it is
assuming the responsibility. It is abundantly clear that we do not know
very luck about the inner-workings of the Rusty organisation, and it is
probable that the Army doesnot either. Without being able to run
triune -on the personnel and walla) specific details of the opera.,

-tionChith.4rmy..sesistanoe andperaosusel, we might well ley OIkopen to. 	 •
-424heiliii1i1404etratira-*Alie.thistr,irgsatiation.

• 1...idea .mbitSr -Pr niit. 4414/1114410 Or* 11,04338 4eoept4on into .the jtalt7 •
f th2Wwre the cue end ithitti140.00 strong, werec-Plibild.: • :

isosedintóli and ioisli on our doorstep, we at an organisation taIntepii.'
mold be in no position frost &personnel standpoint to handle the
operations alone securely and carefully wIth oonsequences which are
obvious.

• 5. NO attempt has been made in the foregoing to go into dot-
sill 	 Operation UMW. It is simply a brief statement ofSECRET/ItELEASETO GVf ONLY

Secret	 126



- .1: •	 •	 •••••	 •	 ••-■:	 ••••';1••..•

Secret
Rel GER

73 . (Continued)

T11At* .$KRIT
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TO GERMANY ONLY
the conviotion that unless 01A takes oh thie Operation under its
own terms, it Should not be taken on at all and Should be regarded
as a triendlr though competitive intelligence servioe with all that
that implies.

*-DOWALO-L WILCO'S!
ASsistipt Direator.
3140181 Operations
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74. Cable, SO to Munich, Karlsruhe, 22 December 1948

Peropluuse Piot Required. H4indis as TOP SECRET Correspondence per Pars: 51 (1) 60A AR-380-5	 •	 :

11118.111 e.R.1-rhf‘	 • 6,04 y
To nut,ti MffiffilingSM)	 INFO: KARL	 )

•

ivA

• . • , -

• 0 ..GALLOCIA- Y	 •	 •

C rTE z	 :1ASHA	 • •	 •	 •

1.	 A' !THOR ZES YOU TO OVE COP Y/F YOUR TM 1 TIEN REPORT
•ON RUSTY TO GENERAL HALL .VIE ASSUME 	 (MUM is CON- -
DE,NSED . vt...ns LON OF Fl I SHED DOCUMENT. U. VSI0;1 YOU GIVE TO HALL
ELIMINATE RECOr..i.'ENDAT ONS COVERED IN PARAGRAPH F I FTEEN OF REFERENCE
CABLE • PERSONALLY DEL 1 VER REPORT TO HALL .'.1,ND RE PREPARED TO ANSTIER
ANY ORAL QU7ST ONS HE MAY HAVE, PArIT CULARLY RE ANY DEFECTS OCSER VED
BY YOU TWIT WILL FI`SABLE HALL TO FrCT1FY AT ONCE.

• C	 JC	 -3 E-
2. BAS IS ON' I I CH THI S OR AN . 7 T 1 ON WOULD ACCEPT . RUSTY D 1	 .

CUS S ED 7.1 1 TH . HALL TIllS DATE DY • 	,	 MEM • 1111.1.., • AND .•

F I NAL 11F.0 I S ON V1 ILL- NT t11 . 	ING CERTAIN D ISCUSS ONS; :z..-• :
HALL MOST -HA'S	 H IS- .PR NC !PALS HERE AND IN GERMANY ,YOU .1,11t.);;:

. BE ADV I S	 T.'HEF1 BEG IS . 1 Gil DEC tr.:ES	 I.:EAIVH I LB .. RETUTIN• TB . yolgt.ti

.	 .	 ._	 .
puTtEs.-- -	 • • •	 '

...jj 0.1 •

„ -	
• '

'4t.f.r. • ..."',441,■-,!."

AUTHENTICATING OFFICER

COPY No. 
12,	 ..	 ,
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75. Chief, FBM to COS, Karlsruhe, "Operation Rusty," 24 December 1948

f- SECRET/RELEASE	 GUM
TO GERMANY ONLY

OFFICIAL DISPATCH

DISPATCH	 •

214 Deiteaber 19413

Attached hereto ia a copy Of the memoranchm 'hick we prepared Sarnia
in_preruiration for tho discussion with General Nall which took plata, on
22 December 19isitfflipresented orally the provisos outlined, aid General
gall espreSsed	 as willing to go. along with	 of then. - Re noted,
however, that it would be necessary for his to	 • the nation ream:ended
in 3 (i) with both General Clay and Oeneral	 this has been dohs),
steps will. be taken to present the eat

moat saleable atao•Phor••
of Rusty and that he
art were forth-

/he conversation with•
He stated that he was
would personally see to
coming to support it if

Please f
as it *contains
not went to be
the	 mamitrandss,

-3 philemophy—Wich
• 0315PletWij
does, hOrinirr.

loci/11 '0day,- Osinaini ,gail vu moat complimentirr about:, you .: and yoer
collagen* la Nati with'inniche deals. Is ;tribes as as a : aan who Is going
to aaphairist .tasswork ,nithout ittunthig to run your show.' In taint :ha nials
the''speoltic :Wcisisat that be had !no Illusions about the *Om* ithanisil.c,.•;•
ftir ift Your relationship With habil:atm beadcaarters b 'oonsernid.
other lords, he knOint you will work on the tam hat he is not gOng. to at-
tact. tgi direct your off	 '

IVOR IHTELLIBERC HERBY •

CIASSIFICATIOR

endue moat securely inasmuch
and ooszaants which wenould

yoireelf. We are .forwarding s
be uoeful . for yon ta eemi .the basin •

gall on this matter.: :. .Shis is not
General Hall did St roa4. it. It'

•	 •	 •

•

Attaebeent) pages) Ch3lp.11 • In

BY klmlOMTY

(B 

Dan '1	 $11442/
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SUBJECT: GENERAL-
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Dperation Rusty

As a follow—up . to rat

herewith,. for your personal

rand= which the Direo

your file up to

are forwarding

opy of a memo—

is rill bring

Attackt (1

•Al.—.
• v--•	 • •••.

Richard

CENTRAL INIELLIGEhILE AGENCY

CLASSIFICATIO__N
--Oirctra

Changed ta

BY . AUT NOR
II m
Olii
Date
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76. Chief, FBM to COS, Karlsruhe, "Operation Rusty," 28 December 1948, enclosing
DCI to Maj. Gen. William E. Hall, USAF, "Operation Rusty," 22 December 1948
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Copy No. 6

22 December 1948

• On...	
•

MEMORANDUM FOR: Major General William E. Hall, USAF

SUBJECT: Operation RUSTY

1. As a result of the discussions we had this afternoon, I am
putting in writing the points agreed upon, in principle, between us
concerning Operation RUSTY:

a. That the National Security Council be informed concerning
Operation RUSTY.

b. That the National Security Council direct that the
Central Intelligence Agency "take over" Operation RUSTY as to
financial support, operational and administrative direction,
etc., but that simultaneously the National Security Council
further direct that the Central Intelligence Agency be given
the mime logistical support in Germany which the Army, the
Air Force and other American agencies have been according
the Operation to date.

c. That the Central Intelligence Agency finance Operation
RUSTY on an annual budget not to exceed $1,500,000.00, in
principle.

d. That it is understood by all interested agenciei that,
although the Central Intelligence Agency viii run Operation
RUSTY for the benefit of all U. S. occupation forces, it will
have complete authority- and control to handle the Operation.

e. That the Central Intelligence Agency be given a
minimum period during which the current managements would
continue on duty, but under control of Central Intelligence
Agency- representatives assigned to the project.

2. I am forwarding a'copy of this memorandum to Major General
S. LeRoy Irwin.

Distribution:
Cy #1 -
Cy #2 -
Cy &
Cy #5 -
Cy #6 -
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77. Maj. Gen. S. LeRoy Irwin to DCL "Operation 'RUSTY," 19 January 1949

SECRET
SECRET/RELEASE-,—EPARTMENT OF THE ARMY

TO GER" TANY ONETAL STAFF, UNITED STATES ARMY
WASHINGTON 25, D. C.

19 January 1949

MMORANDUM FOR: THE DIRECTOR OF CENTRAL INTELLIGENCE

SUBJECT: OPERATION "RUSTY"

Following is the basis of transfer of RUSTY to CIA:

a. CIA to absorb RUSTY as an integral part of its
operation, and to conduct it in accord with existing policies
for CIA in the theater.

b. EUCOM to continue to provide logistical support as
is being done and to participate in administrative control
to the extent necessary to accomplish this support.

c. The basic intelligence objectives of the operation
to remain unchanged, and D/A and EUCOM to be fully informed
of all intelligence obtained.

S.	 WIN
Major 	 al, GSC
Director of Intelligence
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78. Helms, Memorandum for the Files, "Operation Rusty," 1 February 1949

SECRET/RELEASE
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COPS . AND ADSC:

If this confirMs . your recollection of the

main points covered at the meeting this morning,

would you please be good enough to initial this

memorandum so that it can be made a part of the

Rusty file.

01,4, r-r—te I	 747	 /19-14--‘44,(

81 ;m) frg-44)	 ."

4	 fr_" 6-sLay
dz-4 weL,e)

44-103 71-e2	 "

0-u-t41	 A- L..	 a-v-Gazei tu

et_m444t,	 ladzida-41

dv .
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1 Tabruary 1949

SUITCCT: Operation Rusty

This =mind a meeting was held in (General Wright's office
anallella; and

the undersigned. The neeting was called so that General fright
could relay. to OSO the develooments in the Rusty, case since the
-noting with General Hall in Admiral Aillenhoettar'S office the
wee!: prior to Christas.

There.follows a synopsis of General 'iright's remarks at
this nesting: The Departnent of the Army had been 7:Jost reluctant
to refer Rusty to the iiational Security Council as requested by
Admiral Hillankoetter. After a conversation with General ;;radl-y,
during which the General epressed himself conclusively that Rusty
should be turned over to CL, General Irwin diocassed the :7.atter
farther with Adr:dral ,iillanhoetter and it was a:geed 1-)lat the Ad-
miral would take the cuestion up personally with each .:1nber of
the Zational Security Co:uicil rather than ha y	it brouEnt before
a regularly convened meeting of the Council. T.lis Admiral :iiilen-
kcetter has done although as of this data enas not had an up-
Porta:Iity to discuss the problem with 3crotary _ ..cheson. In ad-
dition, General L'radley discussed the Rusty cuestion with Secretary
Forrestal, at which tine the latter took the sane position that
Rusty should be handled by CIA. On the same day that ,:aneral
3radley and Gr. 2urrestal were discussin, this natter, the Depart-
:neat of the Amy received a cable front deneral Clay in which the
General stated flatly that he would not have any other agency
running an operation such as Rusty in his Theater. When this was
reported to General Dradley by General Irwin, General 3radley took
the position that he still wanted Rusty turned over to CIA and that
he would write a personal letter to General Clay to that effect.
under the circumstances, it as felt that within the predictable
future Rusty wouldbe turned over to CIA. (In thiaconection,.
it should be noted that General Wright requested that General Dradley
add a sentence to his letter to General Clay stating that CIA
would take over operational control of Rusty only after CIA was
adninistratively set up to handle it.) In the course of• these
negotiations it developed that General Hall, who was originally
firmly in favor of having CIA assume control of Rusty, changed
his view radically after he had discussed the matter with General

SECRET/RELEASE,..4.4.,
TO GERMANY °NOP" SECRET
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Clay upon his (Hall's) return to Germany in January.

The remainder of the meeting was turned over to a dis-
cussion of various aspects of Rusty and what the takeover would
mean. •:ieneral M.ight concluded by saying. that in his opinion
there was no question but that CIA would get Rusty and that OSO •
planning on that topic should go forward with that aim in mind.
Throughout the discussion, General iright emphasized that both he
and the Admiral on all occasions had pointed out to the De part-
ment of the Army and other officials that CIA was not asking to
take over Rusty and was expressing a willingness to do so only
because the Army was requestirz it.

ADSC
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79. Chief, FBM to COS, Karlsruhe, "[Gehlen Organization]," 2 February 1949

SECRETTRELEAS

OFFICIALr-E 	 -SVPOATICYH

DISPATCH NO. A111111111111

• TO
FOR:

FROM

Chief of Ztatioe, Karlsruhe

• IFIxriplat	
O L

111

DATE: 	 2 rehrt-Lerr 1949

SUBJECT: GENERAL.

SPECIFIC.

CparatIonal
,41M-7276bEtd

ject). 4k,) 75 /9 g.:57//
This a fellow-up to ths cable we. sent you today= the above sub-

Ferugrap-he 1, 2-A, 2-a, 2-C, and 2-1) are	 .explanetary. As-re-
gards pakrra,....2_-B, we mat to be sere	 is clear, sanelycf)._E.s/4-7 that the talosover onaphall not	 the operations of

Z-52D --// gillphrmfit would sake no ems at	 the labors of the
and a belt years just	 tral of what is atbest a controversial	 tion, we have notet nada w adjustaseets 	 your staff nada

	

e-x,97	 by those inaVidiiIi - 	 s felt i would be more sensibleto_saitautil the	 official. It that tine,. we Caa	 •

	

cR ,-4ch-6•6./ei 	at least set up
will be vacated.	

so that the slots taint-- --S1.">---/./

additional p	 "I:1:1k1:A:17J:p(:::1on	 -ikiferi0.7---z C 11-'--=4-11-2meats occur. It 	 MIL four staff officers, be- .cense the initial,	 to be oas of intense exploratioit to find
z..2.„e3 -4./"../oaatfactnally	 is in all ite nunifestaIdoas. 	 '

Withreferesce paragraph 2-0, it seems clear that .the Only way

	

6)2:::4Fai.7i	 for us to signiaisaliSle to ham our staff . people investigate it thermieil:
tram the tap down. .	 jencterar it woeldnake no geese to attampt to
decide at what	 if ±0 points la tbacimrstion staff officers Mould be

-.	 -placed, because our knowledge of aisat goes on in not *efficient/7 detailed
- teorder to make this 'possible. Farther, our ecesaltaent to keep the Ay'
and Liz Forces furnished with tactical lafernatioa as heretaOrkaanal . •ilainly that we will have lo imp the operation at its present strength .entil

• we are elosolately we of oar groand in connection with any slicing we NKr
• feel it desirable to do. It War thought currently that is the iivostiga-

Ce/:iLeACie a idll'-'-------Wa priirearresilicendeita	 thl gets to the point *here _he	 went to seta
• • specific	

e
t the Tatars of parts al= 'it will he	 le).-"./1/

TO GERMANY ONLY
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essential for you to appoint a unit in your own ahop, headed by yourself,
to pass on these recomnendations, pro and con, so that they may be for-
warded to Washington with your considered opinion appended thereto. This
is one means of assuring that you are kept completely conversant with what

p	 awayei7 yoU7e that the	 ins are ruining	 with the ball
the operation

if	 Tel
 is doing. Iiiiiiiiphieftaas the merit that Ategives you a veto

ow 
am	

4 4	will be on a day-to-day basis with its members. Maxi of these men a:	 4they	 '4.:s4-'1":1

gene. W alle	 agree that it is going to be extremely difficult fo
and his staff to saintaia a dispassionate view of this operation

 for

monumeAtal handfulreaardless of War things develop. Consequently,
clearly intelligeat, purposeful, 	 strong willed. Thexaro  oing to be a

_ c,ntrA.Cie Id
taltlITE—group have in a imagego

th
rTO—WMWRIlip7'given .nw an or ty,

tobut not permitted	 be put in the position of being run b
than vice verve. 	 -1:21211;.E 0 /19

This operation should be a great intelligence producer. On the
other hand, it will be a most delicate mechanise to administer. We are cur-
rently.giving considerable thought to each ramifications as the reaction
of various allied intelligence services	 the word inevitably gets

0977 ---iii;c-i-Ad- that this Ageicy - has taken over	 The longer this can be de-
layed, the better, but we feel it is fans	 to assume that some German
will not give the gene away sooner or later. The most ticklish thing of
all. obviously, is the threat of further publicity concerning the operation.
t: .3 when he was hare, said that Daiid_Dallinn, the writer, had learned

e2:300 4E=d0i" a considerable amount aboitiTywhile in MUnich. He apparently decided
withnot to do much	 the mater Alter talking with General Clay. In any

event all we can do is keep our Own lips buttoned, keep the operation away
from	 and other stations, and in every passible way go as cirousk-E5D- /7
.spec	 as possible.

• For the time beinglpippand the =dors Aed will 
p

attempt	

atur	 every-	

eawc:7

	

Z.9	 on	 a e • his will leave	 and	 freel
to devote sir full atattentionattentionto the problems of	

il 

thing will be coordinated here, but it is recognise
grave mistake if we permitted the problems of one operation to sink thOse
of the other. After all, there is no substitute for on:74:7:74oms

• carefully constructed and controlledbyblerican hal0a-	 •

SOAA ideas we have concerning the !Wins iell111111Fievestigative
s reptirt-will be pouched in a few days.

Richard Hplas

"SECRET
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80. Cable, SO to Karlsruhe, 8 February 1949

SECRETIRELEASE
AR/4 HOT
Ott 1947 66 6	 - OUTGOING CLArEODGERMANY ONLY

CENTRAL INTELLIGENCE AGENCY

—

SECRE1949 FEB • 9 13 56 FACE No.

To

FROM:

CONFIRMATION:

INFORMATION:

KARLSRUHE

:SPECIAL OPERATiONS

' . 4DSO (1-72)*

-COPS (3)

Paraphrase Not Required. 1Tandle o SECRET Correspondence per Pars. 51 (1) 604 AR-380-5

. oDea 011
1 4 CIA TO ASSUME FULL OPERATIONAL CONTROL

RA	
OF!" AT

SUCH TIME AS THE NEC ARESSY ADMINISTTIVE ARRANGEMENTS A	 OkPLETED
TO FIT THE OPERATION INTO CIA'S WORLD-VIDE SYSTEM,	 .

•
2. EUCOM TO CONTINUE ADMINISTRATIVE AND LOGISTICAL

SUPPORT OF OpERATION.AS REQUIRED BY CIA,

3„	 PRODUCT CoNTINUE TO FILL RECHUREMENTS OF Weal.

B. UNDERSTOOD HERE THAT GENERAL CLAY AND POSSIBLY GENERAL.
y HALL NOT IN FAVOR OF ALLEASINGEFO TO CIA, SUGGEST YOU TALK TO
1:.CLAY Pp. mYouR DEPARTURE WITH VI -CIti TO: 492".eF41407_

II. DETERMINE HIS REASONS FOR NOT LOOKING FAVORABLY ON
THE CHANGE.-

2, ASSURE ' HIM OF OUR CONTINUED SUPPORT HIS REQUIREMENTS .•
AND FULL COMPLIANCE HIS POLICIES,

II,, WHEN DISCUSSING FOREOOING WITH COLONEL =HOW, DRAW TO HIS
•

RELEASING OFFICER
	 ORIGINATING AND COORDINATING OFFICERS 	 AUTHENTICATING 'OTFICEI1

g( >

	

d.-AL y	 3

	TO: KARL INISIMMEN	 CITE: WASHA

1. PLEASE PASS rouowim To COLONEL SCHOW URGENTLY FROM

A, GENERAL CLAY RECEIVED EYES ONLY CABLE FROM GENERAL
BRADLEY- MAY OfRECTINO11111110PERATION BE TAKEN OVER nY CIA ON
FO1.L0WINO BASIS:

TOD: SECRET	 Con( No. )

IT IS FORBIDDEN TO MAKE A COPY OF THIS MESSAGE
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	SECRET	 ,PAGE 2
'	 ear- 73-c2-`7

	

‘,,.(ilieA_Y�<6 3	 3-24
ATTENTION CONTENTS OF 	 EMPHAWE PARTICULARLY
THAT REDUCTION OF U,S,TJwF AS 0 	 IN 	 PARA 2A CON.
STITUTES SERIOUS PERSONNEL PROBLEU FOR US AT TIME WHEN WE HAD

OF OFFICERS ATTACHED TO	 OPERATION*
UNDERSTOOD THERE WOULD BiliiiHANGES IN CALIBER OR STRENGTH

CY,Dc.t

4

ri!

I;
I ;	 :

	

!!!	 .

Ii

A4AJUCCRACKEN

• • •

EA,WRIGHT	
R."	 SECRET/RELEASE.

•
-•,

TOR ; —biota 9 FEB 10 •	 • TO. GERNIA NY ONL:
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81. Cable, SO to Karlsruhe, 9 February 1949

FORM-NO. 3 . ,
DEC 1947

' -SECRET/RELEASE
IttaNnEMAXiEsa\TLY
CENTRAL INTELLIGENCE AGENCY

SECRET 1949 FEB 10 14 4 INGE No.

Paraphrase Not Required. Handle as SECRET Correspondence per Pars. 51 (5) 60A .4R480-5

• g

UMW	 FM-5 oArz_•)1
•

TO: 'KARL ealigalinp)	 04TE: WASHA

FURTHER 'TO

g 7111111115„	 r.°

1. COLONEL ENN/S HAS MISSION OF DISCUSSING WITH GENERAL CLAY
ON BEHALF OF GENERAL BRADLEY QUESTION OF OUR TAKEOVER ON _____• c,;DEe/frn
ENNIS WILL ATTEMPT PERSUADE CLAY THIS SENSIBLE MOVE, INANY EVENT
IT APPEARS GENERAL BRADLEY INSISTENT. ENNI 1	 OMES AS RESULT'
CLAY'S ANSWER TO.BRADLEY 1 8 CABLE MENTIONED

C._	 2, YESTERDAY ENNIS WAS.BRIEFED IN.GENERAL TERMS BY
AND

OW WE INTE
4-/e477te yri-

c_

11111
	

R.HELMS

• / 7
C-

AND'

, OVER MATTER MTH HIM. CONSEQUENTLY, YOU SHOULD
•- .MAKE-SURE SCHOW UNDERSTANDS ENTIRE PROBLEM FROM OUR SIDE, IN OTHER

WORDS PHILOSOPHY AND GENERAL-POSITION AS OUTLINED IN oun CABLES AND
MEMORANDA, THIS ESSENTIAL NOT ONLY FRoa STANDPOINT 3CHOW I S PRESENT
POSITION BUT ALSO FROM THAT OF HIS NEW JOB IN THIS ORGANIZATION.

A.R.MCCSACKEN	 .

RE-THIS ORGANIZATION'S POSITION ON
0 TAKE IT OVER. ENNIS WAS ASSURED

WOULD HANDLE ENTIRE MATTER AND THAT_THEB
R CLAY TO RE CONCERNED THATIWITAUDETNO MOVED rmow----

UNDER HIS COMNDA. IT EXP	 TO E 8 IN DETAIL HOW WE OPERATED
IN GE MANY. PARTS OF	 (41111111PLIM -SROUGMT. TO H IS _ 2._ 3 ;,.3
ATTENTION.. HOWEVER, H AK,EFEN -FITAMWRiTTEN WOTES	 C=.41	 ;-)'THEREFORE,	 SUGGESTED TO HIM THAT HE SEE' -COLONEL SOHOW IN

,- FRANKFURT A

RELEASING OFFICER ORIGINATING AND COORDINATING OFFICERS	 AUTHENTICATING OFFICER

Reverse Blank

TOD: 21172 9 FEB 49
IT IS FORBIDDEN TO MAKE A COPY OF THIS MESSAGE
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SECRET	 COPY No. )

TO GERMANY ONLY

145
	

Secret



;

:

•

:

;	 1
1
;



VIA:  AIR 
-	 SPECIFY AIR OR SEA POUCH

1.
TO	 Cb.ief. 7Lar1srubs station
FROM	 Chief, Foreign Breads X

•

82. Chief, FBM to COS, Karlsruhe, "[Gehlen Organization]," 9 February 1949
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OFFICIAL DISPAT CH

ADA TE

Attu 11111111.11.11111111111

CUTER HUI-LIU-ACE ABEXCY -
CLASSIFICATION

C117:alit.d

BY AVIi:C71:':	 a
F.

11011 -our

nt	 '
tit= to Dover the.

eydirsotive oan be issued
have been olerified.

ed review of all. opera,.

	

SUBJECT: GENERAL-	
600-.4iPri

	

SPECIFIC- . 	 *

RZYKRUCEs
/7-764-11/) g'73'

1. After careful perusal el your 1240ii4-
realisation that the s000essfa/ nganeniut
the direotion and imdluenoe *A.-
this tine mm are able to furniWm
take—over period only. . Jo *cmprelis

until such tine as the oceqlszi
Ieedless to say thi initial
time, expenditures,

2. Ilse to

a. Pr
coverage have bee

b. Target
2040% strategic;

net until the results ef entire
month ported at least.

tissue as at present. i.e. Oa% taeticals
titled and esamomis.- • 	 -

.6. Total. 	mount .of wasey available fee ogeratiess to be decided-
after determination of fixed monthly expenditeres, e.g. total shift of 'ell fLiad • .
-salaries; average monthly Gosh et administrative expenditures maintesnatme et •
Istetallations. eehislas. ito.. 1Fe presusii that the 157 individuals.idte Make. up.
the- staff-af.,the °antral organisation and earauniaations seetten:are paid on a _
salary basis.

,
d. In &ocarinas vith 00214131 Odin, eaphssise trimming the sise of

tho operations in the Sexist Zone while sttemptieg to gales the level of peDistra.
tion.

•
es. • Per your mtggertian al./ .. arirategto. operations new in ebni

star be examined on a project beide seomest.

AUTHENTI CAT

FORM NO.
APR 1947

SE
TO GERMANY ONLY
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82. (Continued)

SECRET/RELEASE
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f. Attempt establish adequate communications with agents already
placed for strategic intelligence.

g. Information on Rumanian and Hungarian operations be submitted
to the Austrian mission for exemination, but not without prior Washington
clearance inasmuch an	 relations with other missions of this organisation
have not yet been works out. 	 e21,EF416714

h. Specific progress of BRAME in the strategic, field be spelled
out, and detailed project plans submitted.

Cli. 	 operations be limited to those permitted under the present
EUCOM directive, viz., to protect the security of operations.

j. Praaote closer liaison with CIC in order to turn over mson leads
it not within interests of this organization.

k. Careful review CI operations extending beyond scope permitted,
e.g. SIB Thuringia, CSS, Soviet Mission Ansbach, etc.

1. Consider possibility turning over operations of Berlin subsection
to BOB.

116 Appropriate C/ section supply study on RIB as presently known, for
purposes of evaluation.

n. Army to render immediate decision an payment of C1M items.

3. We are mindful of the numerous other factors to be considered in this
operation but are withholding comment until we are Certain of where we tread.
The communications complex is one such factor.

4. Reports prooedunes have been the subject of a separate memorandum.
On such items as finances, agent control, personnel, administratiwe . procedures,
etc., we shall wait until you have had maple time to Study the requirements,
and submit on the spot recommendations.

11=11611211	 ry?t,fi,,

S CUT/RELEASE
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83. Chief, HIM to COS, Karlsruhe, [untitled], 10 February 1949, enclosing
Alan R. McCracken, ADSO, to Irwin, "Operation Rusty," 9 February 1949
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Attached hereto is a document for your this. This
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sEcREI SECRET/RELEASE

TO GERMANY ONLY
FEB	 194,9

SUBJECT: Operation Rusty
01!

it• uo:
In view of the current negotiationspea to

Operation. Rusty, me felt that you would be interested in
certain comments received yesterday irnm our representative
in Geraany. Since we gnat rely on ynur assistance for EGCOM
administrative and logistical support if we take over control
of the Operation, it is believed pertinent that you should
'have the fallowing text In the hope that pra say be able to

,. take steps to meliorate the personnel situation deseribed.

*During the past six weeks a general dAterioidtion:An)Jahe
relationship between the American and German el:meats of Rusty
culminated an 3 February l919 with General VOA Geblen Osman
Chief of Rusty, informing Colonel Philp in writing that the
vacillating eMport of the United States element leaves him
no alternative but to recommend the dissalation of the Hasty
operation. In summary, General maiGeblen made the following
points, He cited the unsatiafactory calibre of the American
personnel assigned to Rusty, noting that the only three en-
captions to this (Major Walker, Captain Waldman, and Lieutenant
Richardson) were scheduled for inainent departure from the
theater. He also pointed out that what he believes to be
'the absolutely wrong attitude' of all the United States per-
sonnel, which can be attributed to inexpekience, has caused
dimmIky and distrust on both sides. Von Oehlen also deplored
the lank of firm financial odamitaent sufficiently In advance

---to permit planning. He stressed that he was not requesting
-1124 gamy tut a clear-cut allocation well in advance in order
to permit bin to plan mach contingencies as the recent 40 per-
cent depreciation of the dollar an the local market. He says
that although he forecast this devaluation and desired to re-
duce the operations in advance, he was told not to cut on the
grounds that the funds would be increased. Von Gehlen reaffirmed
his ideologleal convictions but stated that be persmallyme un-
_willing to risk his reputation by trying to run a large intel-
ligence organisation without fandemental backing.

Secret
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*This approaching oriels at Rusty headquarter* has become
increasingly obvioue during the past three weeks. The order
for the prematUre return of Captain Eric Waldman to the United
States with no provision for replacniment or opportunity for
hisCto turn over his operational contacts proved to belmartly
the final incident which crystallised TOR Oehlen's growing eon-
victim that the United States Army was not eafficieatly
interested in running a large intelligence organisation under
present conditions to give it essential support. lhen TOR
Oehler: was tanxnad by Colonel Philp of Gemara Clay's unwilling-
noes to have the Army release control of Rusty, hcsaid he saw
no hope In such a fUture and felt that dissolution was the only
answer. He also expressed some apprehension that the Amy, not
appreciating the complex problems involved, might withdraw
financial support sizultaneously with the termination of the
productiveness of the project.

*We here are much concerned about the personnel picture in
the American element of gusty. At the moment, it looks de-
cidedly gloomy. Some of the officers seems to have compromised
themselves with the German element, others are slaking an honest
effort but have no expsrisooe or command of the language. The
three representatives who asem to have done a good job by all-'
testimony are to return to the United States within the pre-
dictable future. In visw of this, our entry into Rusty now
would necessitate a commitment in personnel which we are not
in a position to net lamediately, unless the Army counters
von Gehlenf s charges by quickly reenforcing the United States
element with competent officers."

•• •• ,•FOR_THE DIRECTOR OF CENTRAL INTELLIGENCE:

ALAN R. EloCRACEEN
Acting Assistant Director

(20-,
•

,..:4-tfq0
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84. [Critchfield] to Chief, FBM, "Letter to General Hall," with enclosures, 10 February 1949

(
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SECRET/RELEASE	 /726-329,4 _ 9
VIA:  spE 

MOM •?)/e__S 0 /(/

TO 	 Chief, FBM ir -u 4i7. 2TOI:	
DATE: 	 10 February 1949

FROM : Chief of StatiOnPlaiL0511e

SUBJECT: GENERAL—	 Operational •	

.

SPECIFIC— Letter to General Hall 	 CoefYck-riek(
_re"—

, the
1. On

ched
7 Februaryletter to 1 4 r Schneid rAanded the two copies
of Schneider indicated
that he hoped one of the cop es would reac Colonel Bromley; this
is a carry over from the early days of the Rusty investigation. I
did not feel it was necessary to inform Schneider that it would be
quite impossible for me to be the vehicle by which an unofficial
copy of a letter to General Ball from him found its way into the
hands of the Intelligence Division in Washington. The original, in
several copies, was handed to Col. Philp to be delivered to General
Hall.

2. That Dr. Schneider has taken an irrevocable step is
clearly apparent in reading the text of the inclosed letter addressed
to Gen. Hall. I feel that comment' is unnecessary. The letter, with
its inclosures, does furnish considerable background and insight
into the complexity of the entire problem.

3. Philp is curiently ill (whether it is the flu or his
assignment is debatable) and has thus far been unable to deliver the
letter to Colonel Schow for transmission to General Hall.

4. I stopped in on Philp a few days ago while he was ill;
during the course of our converdation an opportunity presented itself
to cite the undesirability of throwing around loose references to our
organization, its personalities and its activities. I am hopeful
that the idea took root; he assured me that he had been thinking about

• -1AunChinga_campa1gn to improve the appreciation of his staff for
such matters.

5. A photostatic copy of this letter has been added to the
Rusty file in Munich.

Distribution:
2 - FBE in/2 Incls.
11 - COS - _

Etv.R.,..m.e.20.0047.286 C	 4
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5,Pebruary 1949

Dear. General Ian,

I am very 'perry that our present situation, ehieh
is the result of a long-time development, forces me to
ask for your immediate help.

- After long considerations, I presented a letter. to
Col. PHILP on 5 February 1949 (Inclosure 14.requesiing
immediate aotiondoncerning two fundamental requirements
which are absolutely necessary for the continuation of
our work.

I (same to the conclusion that it is absolutely im-
possible to continue my work under the present circus—
•team's. Therefore., I request that either ImMediate steps
are taken by Intelligence Division, EUCOM, to give our
operation the necessary support. Otherwise, I shall re— -
sign from my position and dissolve the entire organization.

I am quite sure that you will realise that I did not
arrive easily at this conclusion, which would bring an
end to an important project which is of great consequence
for the US Intelligence as well as for our common interest
in fighting the Communist danger from the Zeit. TiOweveT,
if any operation like ours does not obtain the absolute
minimum of essential support, it cannot be expected from
me to continue 'my work.

In the following, I wish to give you more detailed
information concerning the lack-of support our operation
reosisso fro* ths-AOsrioan side.

I do not believe that it is necessary 10 go into
details about our basic conception, which prompted me to
build up in mutual interest an organisation, which is -
working with the United States against the Soviet %AM.It was poosibli for me to build up this organisation With

• sziromeltsmall'asans allotted to us and io gather around
ms the lest =parts Germany has in the field *ay booms.I Gould stress iota' to—workers that we are not working'
for another aountry$ but that we are working Vith the
United States against our common enemy.
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Tor your complete information, I attach a short
history of our Operation (Inclosure 2). Prom it you
will see that in a relatively short period of time.
I was able to orginise our project in such a manner that
we are able to produce-a considerable part of the US
Intelligence in'Burope.

This we did in spite of the fact that the support
received from the American side was extremely 14 4tedi
I realist that Axerican Military Intelligence is role-.-
tively 'Sung, and I had hope that in the course Of tine
our support would increase and, thereby, guArantee the
effectiveness and efficiency of our or	 ation. This
development, however, did not take place.- in the eon■
trary, our difficulties and lack of understanding by In-
telligence Division, =COM, increased to suah an extent
that I decided to resign from ny position, if not an
mediatechange will take plait,.

In the beginn(ng, Lt.Col. DEANE was in charge of -
this-projectcand the only offiCer assigned to him was -
Capt. WALDMAN. It was only possible to build up this
organisation because these two officers worked day and -
night and a complete confidence an both sides prevailed.
There was never any question in anybody's mind that those
two officers did everything possible to moist the opera-
tion and, vice versa, I believe that these two officers
never doubted for one moment the sinoefity, honesty, and
good intentions of n7 organisation.

-
As moon as Col. MUM replaced-Col, DEAME t the

situation changed considerably. Col. LIEBEL, who.laaked
any operational experiences, hindered the development of
our operation by his motions and, even worse, misrepre-
sented our intentions and activities to higher beadquari.
tore, Within a few montha t-I realised that it Would be
impossible to work with Col. iammaa4 Tkr0140t Major 'ALLEN
and Major STRONG, both of Operation!, Branch, ZOOM, I is.
formed Intelligence Division that a-changt Of the Command-
ing Officer is absolutely necessary. No steps were taken
by Intelligence Divisiona,EVCOM. , I finally Wrotsa letter
to Several MALSE-on 9 June 108 AInnlosurs 3) * No immediateaction was taken* I considered already-at thie . time to
resign from my pOsitiona when euddenlyin SeptemberajAn.
to a criminal maga (Lt. ILEBTLINGER), tinnily 001* IlEBEI
was transferred*

2
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Certain problems within our organisation were im-
nediately solved after the departure Of Col. LIMBEI„ /we-
ever. I never will underetand why it was possible to keep
an officer in 'barge Of this operation for so-long, who
did everything pOesible to ruin our operation. I never
will anderstand . why Intelligence Division, BUCOM, took
no action for so many Spathe, in spite of the fact that
I clearly stoked to-them the difficulties we encountered
through 0014 LIEBIL,

I wish to oontinua to speak about the personnel
problem. It is very obvious that this operation needed
more experienced US Intelligence officers. However ' with
the exception of the new Commanding Offioer, Col. PHILP,
whom we know for several years, and-Major ULM, Capt.
WALDMAN, Capt. RICHARDSON, and Capt. REDDIN, no Intel-
ligence personnel with experience in agent operations or
special background was assigned to this operation. We
received a nnmber of officers who are absolutely unfit
to work with an Intelligence operation of our kind. They
do not possess any Intelligence experience, have no know-
ledge of the native language or of German mentality, and
also partly do not have the right attitude toward the or-
ganisation. Not only that they are not able to give the
necessary support to the operation because of lack of
knowledge, they are partly also hurting the operation by
starting mutual distrust and leak of confidence.

As you already know, we are just about to lose two
of operational experienced officers, and I also will never
understand Ithys for instance, Capti WALDMAN was transferred
without first sending a replacement who could have-teen
briefed and oriented by him prior to his departure. I can-
not believe that Intelligence Division, =OM, was not able
to do that. It proves to me the complete lack of under- .
standing of our requireinente * particularly in the person-
nel p011oy, and at the same Jima, I pan assure you that
at the present situation* we are not capable, to work with-
out experienced American Intelligence officers. ' Therefore,
I am requesting a definite change in the VS personnel
policy as far as our projcii is. concerned.

Anybody who is experienced in our operaliOnAl lotol
ligence work knelt that lanning is a vary essential part
of the operation, Pla 	 is based on the requirekente

3
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and also on the funds given to the operation. It wash
absolutely impossible fOr me to obtain from the American
aide a definite statement concerning the funds allOtted
to this operation in time, i.e., 3 6 months ahead.
Repeatedly( I painted out in memorandums and diecuisione
that the operation cannot continue on its present scale,
if the funds were not increamed. I also clearly stated
that, if the funds are not increased and we have to eon..
tinus to Work with the amount we receive at present, we
can do so, but would have to reduce the overall organiser
tien. However, I was told again and again not to cut dawn
the operation beelines additional funds would be made
available*

L11 this brought me into great difficulties with the
organisationvand due to the fact that finally on 3 Feb-
ruary I was told that we cannot figure with additional
funds, I asked Col. PHILP for his agreement to a great
reduction of the field organization.

The leek of support from the American side in many
other fields I can also explain only by the fact that our
requirements for work are not understood. inclosed is a
list of examples to illustrate to you why it is impossible
for us to continue our work without making a radical
change in the 'policyof US support for this organization
(Inolosure 4).

As far as I am canCerned, I am convinced that a
direction and control of this organization by Intelligence
Division, =COM, 11 absolutely impossible. With the ex-
ception of a very small number of offloers from the In-
telligence Division, EMI, I am convinced that the
majority of the officers also at that headquarters have
no operational intelligence background and, therefore,
are in no Position to take decisions concerning the actt.
vities of our Operation. Therefore ( I propose that an
immediate change be made in the subordination of this
'organization* I propose that this organisation be placed
directly under a head . — era dealing with our kind of
undercover era one. A so n on s	 be undo which
assures the fulfillment of the requirements Oflaing In
ease you are of the opinion that such a change is intim—
Bible, I would appreciate if you would inform me, bibilansa
then r em forced to execute the diesolution-&f our organi-
sation according to the proposals forwarded.

4
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I am very 'lorry that the development took such a turn,
but Ias also convinced that I cannot take the respoto31—
bility for the Ware work to be continued under the pre-
vailing conditions. It is impossible to concentrate on
the piernitug and aseoution of our mission, while teeing
con	 may the-obstaeles artificially (treated by lank
of understanding.

:Under no circumstances would I wish to create a
wrong Ispressionof my decision not to continue working
unless the Present Conditions are changed. I shall IL -
wayszesain loyal to our mutual cause. BOwever, nobody
can expert from me to do a Job without providing amiltith
the basic requirements for our work.

By cloning this letter, let me stress again. Sir, •

that I. an regretting deeply the development, and also
that I have to ask you for your personal help, Both of
your visits here showed me the personal understanding you
have for us and our problems. The confidence of all of
VA in you gives me the hope, that by your personal soften
the matter might still be brought to a good conclusion,
and to find a solution which will fulfill the basic re-quirements for our work in the 'interest of our mutual
cause..

Sincerely yours.,

le44

5
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Inel. la - Copy of Memorandum to Col. PHILP concerning
the Dissolution-of the Organisation, dated
2 Pebrmary 1949.

lb - Copy of Memorandum to Col. PB1110 , dated
24 January 1949.

le	 Copy of Memorandum to Col. SCOW, dated
13,8eptember 1948.

Inel. 2 - Origin and Development of the Organization.

Lao].. 3 - Copy of Memorandum to General WALSH, dated
9 June 1948.

Ina. 4 - Examples to illustrate the lack of US
support for this project.
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2 February 1949

Slow of a Nguema= Forwarded to	 PIMP 

on 3 rebruarv 1949/ 

I. There are two basio requirements which are needed from
the AmeriOan sides

(1) We have to liras early enough in advance/ what.
flumWrialmeens are available per month. Otherwise,
it is impossible . to do the necessary glomming and
to decide in time-about the necessary dispositions
for the operation.

-
(2) To have a good personnel policy with regard to the

assignment of Army off/eters to our operation. It is
impossible to run a hospital without experienced
dactorst So it is impossible to ran an intelligence
operation without officers with the necessary back-
ground and with operational experience. The only
officers with good or some operational experience
are major WAIR, Capt. WilmwkW, Lt. RICHARDSON.
They are imposed to leave; one immediately, the.
othersin.* relatively short time. The rest of the
officers of the unit — total 4 --are without any
• background and any experience, with the exception of
Capt. REDDIN in the communications field. In the
case of some of these officers, the lack of experience
results in an absolutely wrong attitude towards the
operation. This again eausee disunity and distrust
on both sides*

II. For months I am asking now for clearness oonoerning the
finanoial means, which are available for the operation in
the futurew I stressed that it is not the point to have
more money. The point is to have clearness. Evan if we
do not get more money. I an satisfied; but then I have to

i

out dawn the organisation for about 400. since the dollar
dropped about 40% in Value. as I foreossted. WOW time
I was told not to out down. Immune our funds would be
increase4
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Since rummer 1,46 I was asking for the support by a
sufficient number of American officers with the necessary
background and experience. Up to now, this request was
never J43:11144, not even in the utmost limit required for
our work. In the contrary, the few experienced officere
we have are being transferred - a fart nobody here.or in
the field will 'understand.

III. I eons to the eenelusion that I cannot take the respond,-
billty for the eperation *either toward the American nor
the airman tide, unless measures are liken-immediately to
fulfill thee* requirements-mentioned above. If not, I have
to resign frowsy position. I know that the leading per-
sonnel in the oporalional headquarters as well as in the
field will not be willing to continue their Work In such
a ease, Therefor, I will present a plan for dissolving
the or	 **ion over a period of several months. I assured
General SIBERT of our loyalty. Therefore, the diseolution
will be carried out in such a way that the American poli-
tical intermits will not be hurt.

Our political conception regarding the cooperation
with the United States did not change, Therefore, I regret
very much that I have to sake this decision. Anybody who
Was in charge of large intel ligence operations must agree
that under these conditions which we are experiencing, it
is impossible to 'cork. If these conditions will not be
changed, I am not willing to /one my reputation by working
without the necessary support and the fundamental bask4,16

2
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24 January 1949

Dear Colonel Philp,

The great anxiety I feel toward the continuation of
our work makes me write these lines to you. The great
confidence we all have in you, who has been connected
with this work from its very beginning, encourages me-
to use free and open words in voicing this uneasiness.

From the beginning, I resolved to try my very best
to win the most qualified German oapacitien for unre-
served coope:Ation with the USA. In doing so, I was
motivated by the following convictions:

(1) A show—down between East and West is unavoidable
in the long run. •

(2) Every German is under the obligation of contributing
his share, so that Germany 113 in a position to ful-
fill the missions incumbent on her for the common
defense of Western Christian Civilization on the
side of the Western Powers.

(3) tor this reason, everything should be done to
strengthen the leading power of this constellation,
i.e., the USA, as far as this was compatible with
our national conscience and our persona]..honor.

(4) The epoch of the conventional national states has
been superseded by greater conceptions, such as the
Union of Western European States and the community
of the Western oriented nations. This development
does not exclude the conservation of our national
characteristic' within the framework of a West Ger-
man federate state.

(5) The above mentioned development will necessarily
make the USA the beet and most objective friend of
Germany regarding a reasonable political and economic
development.

Although you are already familiar with these arguments,I thought it advisable to mention them again in order to
stress my attitude with regard to our work.

COPY
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In the course of this work, I had the privilege of
making the acquaintance, both in the MA and here, of
eminent representatives of your country. / cherish the
greatest gratitude to them all for the magnanimous under-
standing, which they have shown us in the course of our
constructive work.-

Since we have always tried to make the best of the
existing possibilities, loading US circles may not have
fully realised the extraordinary difficulties, which we
have had to face in carrying out our activities. It is
only in this way that I can interpret the lack of suppOrt
which repeatedly endangered the oontinuation of our work,
although it should not have been so difficult to grant um
this support. May I mention the following examples.

(1) About mid-August 1946, General TIRERT promised to
aeeign an adequate number of US officers experienced
In IS matters to this project.- However; until August
1947, only one such officer, i.e., Capt. WALDMAN, was
available to the Commanding Offioer. Only after this
time some officers have been successively assigned.
Of these, in my opinion, Major BAIRD and It. UST-
LINGER were entirely unqualified in the IS field.
Capt. SNMARINGER is unqualified and Major UPPERS
has only limited qualifications for the work done
by them-here. It need not be particularly mentioned
that Lt. RICHARDSON, due to his previous assignment
as Public Safety Officer, has speedily familiarised-`\	 himself with his work, and that Major WAIXRR, because-
of his experiences in OSS, ifi a very great help to us..

In saying this,. I may be countered to the effect
that I am in no position to judge the LT officers as-
signed to this project. However ' I trust, you will
grant me such a privilege with regard to the 26-year
period of my military service and the many years of
experience I have had in the special IS field. Theemployment of well qualified US officers, experienced
in the field of IS matters, is of decisive practical
and psychological importance to us. The utilisation
of unqualified officers, on the other hand, cannot but
lead to an undermining of confidence of the German co-
workers, because suck a personnel policy would suggestthe conclusion that the higher headquarters do hot
fully appreciate the importance and special require-
ments of the IS. I would, furthermore, like to point

2
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out that the assignment of auch.qualified offieers,
who have a fair odamand of the Gorman language i is

of the greatest importance for our -entire Work.
Everybody who is . suffioiently familiar with the
functioning of an IS knows that personal oontaot
and confident:1e means everything in this field, and
that for this reason, it is not feasible regularly
to ohange officers employed in it jumt as one changes
one l e shirt. Therefore the intended transfer of
.Capt. WALDMAN, Major UTXR, and possibly Lt. RICH-
ARMOR, the only experienced officers of this unit,
would have very detrimental effects on the efficiency
of thip organisation 'and would lead to the conclusion

• that-theTsuperift headquarters are not sufficiently
.familisr with the partioular problems of our work.
By way of conclusion I must, therefore, state that
also in this point we have not been given the re-
quired support, although this would have been possible.'

--
(2) During the period that Col. LIBEL was CO of this

projecti the situation prevailing here became un-
tenable. The selection of such an officer, who ob-
viously lacked every understanding of IS mattersi has
adversely affected the American authority within our
entire organization. This was partially compensated
only by the fact that our organization had previously
been given the chance of making the acquaint	 of
men like Mr. Sam BOSSART, who, on behalf o
visited the various field agencies of this guise -
tion for several weeks and who, through his extra
ordinary experienoes in the IS field, left a perma-
nent impression. Also in the oase of Col. IIEBEI, we
succeeded only after many months in bringing about a
deoision with regard to a ahange of the CO. All-the
accompanying circumstances were very regrettable.
The fact that It. XESTLINGER got off with a small
fine for-his embesslement of funds, in order to pro-

fl teat Col. LIEBEL,,whose'most diversified activities
fJ did not remain unknown to this organisation, hae not
enhanced the confidence in the American sense Of
justice, which has also suffered from the way in which
various political trials were conducted. Rightly or
wrongly, the apparently intended transfer of the most
qualified 178 officers, inch as Capt. NAUMAN, Major
WAINER, and possibly Lt. RICHARDSON is viewed in con-nection with the IIBBNI affair,

3
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On this occasion, I would like to tell you .
quite openly that my own confidence in the future
of our common cause was so gravely shaken by all
these events, that I would not have continued in
this position if you, with whom we have been ao-
quainted since the period immediately after the war
and from the very beginning of our work, had not
become the CO of this unit.

The conduot of 1S activities is a . matter of long-
range planning. This includes long-range 'planning
also in the field of finances. I am completely
aware that such financial punning, due to US budget
problems, has its special difficulties. In spite of
all our urging, which was done on various occasions
in due course and which is on record, we have not
met with the, possible support in this field. For
instanae, a considerable time prior to the intro-
duction of the currency reform, we drew attention to
the difficulties to be expected for our work, and
actually got into a grave plight immediately after
this currency reform. If even the French and British
IS, which are supported by countries of less finan-
cial means, succeeded in morirg the new currency •
available at the lowest levels on the very day the
currency reform went into effect, it. is difficult to
understand why such a settlement should not have
been possible to the US IS.

The currency reform has resulted in an overall
pie tore of the financial situation of this organisa-
tion, which requires an immediate decision either
drastically to out this organisation and the activi-
ties conducted by it or to allocate the means re-
quired for the continuation of this work in its pre-
vious extent. I have submitted the required records
in ly Nemorandum dated 31 Dumber 1948. In the two.
conferencee t -which were also attended by some gentle-
men from Washington, we were told that our activities
should continue as before, since we could expect &-
proportional increase of the sums to be allotted to
us. In view of this communication, no change in the
activities of this organisation has been effected so
far, and owing to the assistance rendered by EUOOM
by the transfer of a smaller amount of money, the

4
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period until the end of January could be bridged.
Now, the time has come for a decision, the fact
being etreseed that ell measures to be taken for
a reduotion of our organization require a wind-up
period of about 3 months.

In order to furnish an additional minor example of
the effect of a decision, which we have diffioulty
to understand, I would like to point out that Mrs.
WAIDAVe unexpected leaving this organization in
the next days would lead to a considerable reduction
of the amount of reports handled by us, sine(' no
qualified replacement is available and no officer
can be made available for her former miesions with-
out detriment to other important tasks. Moreover,
the editing job requires a prolonged period of famil-
iLidzStion. Otherwise, lack of experience as to the
way of cooperation with the translation seotion will
lead to a great number of mistakes, which it will
take some time to eliminate.

In writing these lines, I have selected only a few
points to characterize our situation. I would like to
stress once more that my belief in full US-German coopera-
tion and the basic fairness of the US agencies-with control
of our work, remains unshaken in every respect. This is
largely due to the personal contact with a number of
eminent officers who are outstanding in their respective
fields, such as individual-representatives of-the War De-
partment; General RAIL, Col. SUM, and It.Col. IRETCHWIELD
in Europe; and last but not least, you yourself. On the
other hand, I must confess that such confidence does not
exist regarding the efficiency and competenoe of those 	-
parts of the CB IS with which we have to perform our work.

Since I an responsible not only to the U8 as to the
efficiency and loyalty of this organization, but am simul-
taneously charged with the responsibility, vis-a-vis the
entire circle of the German co-workers, for the contivilitty
of our work and their personal security, I feel Obliged
to submit to you, in a few dap, some amendments of the
Organizational Directive for the 7821 Composite Group,
dated 13 October 1948, and of the various pertinent supple-
ments, canoe severtl points are not acceptable to me in
their present form.

5
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/ am perfeotly aware that certain difficulties are
inherent to the particular nature of our-work. For this
reason, it seems to me all the more neoesaary that all
reasonable US help for eliminating the avoidable diffi-
culties should be granted to us by the oompetent US
agencies. Should it not be possible to grant such
assistance, the continuation of our work would lose its
necessary basis and I would feel obliged to propose the
dissolution of-the entire organisation. It goes without
saying that in such a cane, I would take all measures to
effect the dissolution in the most loyal manner, which -
would in no way affect the political intereots of the US.

Reverse Blank
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13 September 1948

MORAN= TO: Sol. SOWS
-	 -

TM	 s'. It. 001, BMX

Already before the introduction of the currency
reform., the financial means available to this project
were 'too limited in relation to the required-information
and the extensive activities of this projeot. That it has
been poesible, on the Wool*, to furniah the required in-
formation in.spite of the above disproportion is certainly
due to the feet that almoet all co-workers of this project
have been motivated by idealistic considerations, which
has made our preject by far the moat inexpensive intelli-
gence service of the world.

The appropriation of $125,000 per month after the in-
troduction of the currency reform, in its actual effect,
represents a considerable reduction of a budget 'which it-
self had not been adequate.

This reduction has led to a temporary suspension of
the planning in the field of strategic intelligence acti-
vities, which had been necessitated by the received intel-
ligens* roof:pia. Purtherstore, due to the shortage of -
means, also the tacttical IS activities had, for the time

to be roe:Weed by y0- 50%. After a consolidation
period of about one year, during which all but first■Olase
connections had been dropped, the above limitation of our
tactical IS activities is on the point of affecting the
eabgianse of wisest reliable connections, In this eon.
noctiont it must be pointed out that-a severed reliable
connection gannet be mused at will.

I feel obliged emphatically to point out this tact
and the certain deo/ine in the number end quality of the
information which it oil/ be possible to obtain,

But there is still smother teeter which has an un.
favorable effect on the activities of this projects-

Iroarlt Copy
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Prier to the beginning Of the new fiscal year, the
German chief Of thie project eutmitted to the CO a pro- -
posal for a budget, which was adjusted to the received
intelligence requests. Thereupon., proopeots were held
out to me asoording to-which I coult expect an increase
of our financial means. Bat instead Of this, I was in-
formed on.21 September '1,48 that, effective immediately,
this project had to realm with an even smaller sua than
$125,000 per month. This reduction was explatned by the
fact 'that henceforth the rations, IX ex4440ms, POI books
contrary to the formerteage - would have to be included
In the 110410 , alleettion and that, furthermore, *WE- .
tieval payments will have to be made to cover a debt
about 4130,000. Thin eonetitates such a oonaiderable re-
ductional' our financial means, which have been inadequate
before, that the immediate reduction of about one third of
the activities of thin project must be deoreed.

If there are imperative reasonsfor gush a reduction
of-our financial means, it is not up to me to argue about
it.

Valuable results may be °soured with a considerably
reduced project on condition of a corresponding limitation
of the requested intelligence, it is true. However, it is
absolutely neoeesary that we should be informed, at leant
6 months in advance,-what finanoial means will be avail-
able to this project. Only suoh an information would
guarantees

•(a) Accurate financial planning by subordinated organi-
sation leaders;

(b) I prior' and timely planning of the activities of
this project;

(s) the alininatton of hunan-bardehips and seenrity
•threats to the operation. A. discharge without any
previews notice requires a 000ling-off period of
About three months for the affected individuals,
and causes additional non-productive no eta to the
operation during this period.

I should appreciate very much if I were informed, in
due course, about the fi n ial means which thin project
can definitely expect for this fiscal year

2
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In submitting this memorandum I believe to serve
simultaneously the interests of the designated 00 of
ihis projeol.

3
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°Marin and revel:meant of Our Oreanization

1. Origin of the Oreanization

World War II, the Department "Premde Neerv
Osi o legt:fgn Armlet: East) of the German-HigMommand of
the Army dealt with Eastern Intelligence. * 	 depart-
ment was to procure a continuative picture of the war
potential of the Soviets and to give a daily opinion of
the enemy's situation on the Eastern front.

The department ow:misled of cpeoialiete for Eastern
affairs, In addition, the persons bolding key positions
in the department were expected to have special abilities
and experiences in the operational field. Since April
1942, the department was under the leadership of the
present German chief of our organisation.

Before the end of the war, the latter made the de-
cision to save by all means the personnel and the col-
lected records of the department for the benefit of the
USA in the postwar period. The reasons for this decision
were the following:

(a) The conviction that in the future, the USA would be-
come and remain the leading power-for the defense of
Western Culture against Communism.

.(b) The conviction that Germany would have to do its
share in this defense, realizing that the age of
national etaies was over and would have to give way
to the greater conception of the United States of
Europe within the frame of the United Nations.
When Germany collapsed, it was possible to save the

majority of the valuable personnel and the records of the
Department "Prude /leers Ost°.

In the summer of 1945, a group of 7 specialists, to-
gether with the essential parts of the records, were taken
to the USA and put at the dispoeal of the War Department,
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At first, this group, directed by the former chief Of
the Department "Premde Seers O.t TM , made etudiee result- -
ing from the 'complete evaluation of their wartime reoerds.
Later on, this group also did actual evaluation wiry to
an increasing degree from mere up«to ..date materialaunplied
by the War Department as well as detailed evaluation of
the Soviet military press, Both the evaluation work and-
the studies found the appreciation of the War Department.

Meanwhile, on suggestion of the former chief of the
Department "Preside Seer, Set", a small German infOrmation
collecting organisation. had started work in Germany as *
Special Project of MET, The German chief of this col*. .
looting center wee the former chief of the "Abwehrleit-
stelle Out" (Yield Intelligence Office East), who during
the war had worked in close oonneotion with the Department
"Preade Hoer. Oat' and according to opecial instructions
from the chief of this department. Although limited in
soale-at the beginning, this information work soon brought
valuable reunite.

In summer 1946, the group of specialista returned
from the USA to Germany. To realize his above mentioned
ideas - that Germany 	 do her share in the defense

I I	 of Western culture against Communism - the German 6hief
I!	 focussed his attention to the following pointer
H

To bring together and to coordinate the oolleoting
and the evaluation of information.

(b) To work on a larger eoale.

(0) To find a form of organisation making it possible to
call upon the cooperation of the best German men in
this field without developing in them a mercenary
feeling Jam of a foreign power. .
Touring a fundamental conversation with general SIBIST,

:fall conformity was attained to the effect that a GermanOrganisation should be created under Anerican suparTisien
and with American material help, which ehould make use of thebent available German co-worker* for intelligence *ark againstthe Soviet Union-to the mutual advantage of American anti'
German interestp,

2
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Thin basic conception of a German organisation,work-
ing together with the U84, made it then actually poseible
for the chief of the whole organisation, as the further
development showed, to get the best CoXm an man an Opy.
worker without their being bandiespped in their octipnra
tion by the idea of working as mercenaries in the pay of
a foreign power. Prom the very beginning, the work of
the organisation has been carried en by the conviction
that ideologically we ere all on the same aide, that the.
fate of Germany most politically remain °lonely linked
with the VIA in the fnture, if Western Culture is to be
safeguarded.

2. Aesienments of the Organisation

The first assignment given to the organisation was
to get ansecurate a picture as possible of the OB of the
Soviet Armed forces in the Soviet Zones of Germany and
Austria. In addition, the organisation was to do CI-work
in no far as it was necessary for its own protection.

However, this limited scale of commissions for in-
telligence work was very Soon extended, from a geographical
point-of view and by EEI's in the economical and political
field.

It was only natural that, thereby, the organization
was fast increasing too.

The mentioned basic conception made it possible to
get the required German experte as co-workers. Also, be-
cause of the political irreproachablenees and the good
reputation, which the German chief of the organisation
enjoys in all German oixoles, experts . from other branches.
- noted politicians and industrialists among them ..,oconld
be approached.

3. Xxteneiop. Work. and Effectiveness of the 01;nmmisat1on

The extension of the organisationimm determined by.
its first assignment and the enlargement thereat.: That
this mission eould be carried out with a relatively email-amount of money was due to the basic conception agreed to.
This conception made it possible to create and to keep •idealism-the pre-eminent impulse for the work in the. orga-
nisation. Thereby ' it has been possible to use the major
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part of the money allotted by the American side purely
peep's,for operational funds. Salaries were paid only-t0

holding full.time Jobs in the organisation, i.e., about
3.50. Row cheaply the organisation has been work4  during
the first two years of its existence i.e illustrated by the
fact that the ovorago-000t for one report amounted to
about 12 - 15 Dollare.

A severe test for the idealism of all (*.workers of
the organisation was the large amount of difficulties re.
eating especially from the foot that the organisation
was workIng trot( out of an occupied country. Only a few
of them are mentioned: Obtaining houses, transportation,
legalisation ' denazification and 4em4 11tarization4 -preoure-
sent of documents, seouring . of communication means. Al.
though the responsible American officers at MOON wore try-
ing their beet to assist eterever it was possible, the
actual realisation of this assistance proceeded very slow-
ly , because up to theaummor of lOOS, the number of American
offloers working with the organisation was too small. The
few officers assigned showed endeavors deserving the highest
praise to remove the technical difficulties. But they were
too much tied down to office work and, therefore, could- -
only comparatively seldom use the met-effective way, i.e.,
to personally clear up the teohnioal difficulties On the
spot, that is out in the field. If a well organized
American operational branch, cooperating directly with
the organisation, would have been added at an early date,
stalled with a sufficient number of IS-trained officers,
the organization (mold have been saved much trouble and
disappointment, especially those parts working out in the
field, in enemy country so to speak, and who risk their
lives, or at least their freedom with each commitment.

In spite Of that, it was possible during the first
two years of the work of the organisation to fulfill com-
pletely the first mission and the mapr Part of its ex-:tensions. The OB of the Soviet Zones Of Germany and
Austria was fully ascertained and is being 'watched eon.tinnonsly. The OS in the Balkan Satellite States too was
cleared up more and more. Important parts ot the economic
and_political Sla ts wore ***plied	 Strategioal in....telligens. was launched step by step .Athough naturallyrather slowly. Into the depths of Soviet territory- andSoviet controlled area., Puthermore* 01 work beyond the

4
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results,  espuially with regar4 to the Soviet IS and the
institutions used by it.

To an increasing degree, the results Of this work
were being appreciated by the respOnsible American offi
core at RWORres.well as by the frequent viiitors from
the highest authorities in the USA. Repeatedly, our or-
ganization was even informed that it supplied about 70lt.

of the Intelligence of the Enrolees Theater.

The mount of incoming merle, in spite of the
limitatione in funds. and orgies, has °nee more shown
an increase, bringing the totel limber Of reports to more
than 8,000 in October lea. In addition, the reports
have increased in quality as well.

This improvement wagi largely due to the leader of the-
organizatiOn, who has appealed repeatedly to all the mem-
bers to give proof of their idealimo and do their best in
helping to bridge over the period until increased funds
are available and not to interrupt the steady upward trend
of the organisation as a whole.

By careful planning of the overhead and through tire-
lees efforts displayed by everyone, inaluding the lower
levels of the organisation, conditions have been created,
based on long experience, which make it possible from an
IS point of view to fulfill the majority of the briefs
given by the American side, These briefs are constantly
increasing in nmsber. A budget estimate of required funds,
showing and explaining the details, was submitted to the
American side before the beginning Of the fiscal year
1948/49. this estimate was based upon the theoretical
preemption that al/ the given briefs would be complied
with. It was clear that the alletment of funds would do.;-
pend upon the whole Amerisan IS budget and that any re-
auctions in the latterwould consequent17 show in the
allotment of funds for the organisation! But it seems
necessary to make available for the organisation at least
such =anti as to enable it to carry on to the same extent
as before and, in addition, to realise the prepared stra-
tegical lines, to go into the depth of .the Russian orbit,
and to build up the radio net (ratio agents, monitoring
and direction finding* command net and radio OX on a
limited *Cale).

5
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Pony of a lesOranatts to Oeneral 8A1,88. 
perlivered Pi= Nalar 

9 June 1948

I. Iniroduoiien
When rabmitting the following thoughts, I request ti take

into consideration that these thoughts originate from the feel-
ing of responsibility I have toward you as well as toward the
organisation. This reeponsibility puts me under the obligo-
tiou not to accept passively facts which mnei be altered in
the intereit Of our work. If I seem to be criticising, my best
of intentions and impartial matter-of-fact considerations are
the only reason, certainly not the desire AO criticise in it-
self. I can look back upon 26 years of-service as a moldier,
which brought me into various positions. In all these poet
tione, I worked to the full satisfaction of my superior off1-
04211. Therefore, I believe to be justified in Claiming a
sound judgment on the questions which are being raised in
the following.

.8ttuation from Spring 1946 until Seotember 1947

A. Basica Coloeviion

The fundomentol basis of our work has elvvyx been the
basic conception agreed upon et the beginning of our work.
This basic conception was that all of us %Ornalle vto had
many years of operational experienee will work together
with the Americans, paying particular attention to all
sueh intelligence villa is of special interest for the
U8A. Purihermore, we agreed that the eyetem of our work
would be restricted by certain factor. dintated by Ameri-
can fOreipmpaloy for the purpoee not to compromise the
Amerisan side and also tot to endanger our project.

The basic coneeptlennentioned abafte ratio it possible
for as to obtain the **operation of outeionAing Osman
national, who are geed *Amens but also ileologioally On
the side of the littera democracies. It was not a question
of hiring people for a foreign power, but to call 'these
people to -workwith a partner who was ideologically on thesame side.

con
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This basic ooneeption was the'reasen that,* could

build up this operation with a comparatively small amount
of money, as wmdid. We did not have to pay people for
their services', we only had to ere:midi those who were
fully employed by the operation with the abeolutely
cesvary mama of support; leaving the bulk of our funds
for operationatpurposes.

The period of building up the organisation WW2 fine-

emote in spite of technisal difficulties created by work-
ing fres an Occupied etentrys Housing,. transportatiOn,
legalisation, denasifiettiOn or rather :demilitarisation -
just to maiden W few. However, we suceeeded in overcom-
ing most of these technical difficulties with the assitt-
&ace of the American officers assigned to this project.

B. Working Nettled of Col. MANN 

14 to 6sptember l447, It. Col. LEASH was the 00.
He strictly adhered to this basic conception.

When he started his work, he had little experience
In the field of intelligence. But he soon aucceeded in
creating an atmosphere of eonfidence with his officers as

well as with the German side. EA alwaye used commonsense
and was willing to accept suggestions. Re quickly learned
the essentials of intelligence work and showed an under-
standing attitude toward thcOerman aide. However, above
all, he gave to the American officers assigned to him
freed** of Meting on their own decisions by delegating
to them the incoming work in -a very able manner. HIM
confined bins sit largely to fundamental matters, thus in.--
citing his officers to demonstrate initiative on their own,

-During the time of Lt. Colo DELIS is-being 00. the lie-
mu, of the operation mos much more limited than today, in
toneideration of Amorist ss formica polio. Therefore,
there were only relatively few big problems at that time
but the number of-miner technical difficulties was much
higher tWoniOday.. Their removal WOW more difficult then
because the operationbad not yet enough credit. Never- ,

Sham' the difficulties were Oversew for the above men-
tinned reasens*
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lams SOMA up, ' they were trustfully submitted by the-german
side stmording to their iiportance !". either to At. Col.
DIM or to his officers. dol. MUSE then either drove
himself or,. were frequentlyesent one of his offiaers to
the platte-ottneerned,	 BCCOX or places somewhere in
thm.fislg, At SUOMI, desists', help was being-given in
most asses by 001. SOROS or Col. PRIMUS (e.g., in all 	 -
fundamental matters regarding •funde l doeuments, support in -
the British Sons by approval of the Survey Dlit&OhMerki l 010).
/A the field . It-was moctlydue to the eepabilitvand deter-
mination of Col. MBE's officers who Were sent there to -
remove diffieulties,

At times, one of Cols . ISANB'm officers would be out
with the IdA's for 10 days, arranging matters be was well
acquainted with (41'4 as getting houses, residence permits,
arranging denasifieitiOnmsatters, etc)). At the same time
he would learn of other difficulties which he would remove
on the 'pot. Besides, many valuable suggestions were made
to the officers who were out in the field (for instance,
one of the officers talked to a-courier who suggested the
use of US military trains by our couriers. This was ar-
ranged shortly afterwards).

• In ease Col. DUNE himself was on a trip, he author-
ised the next ranking officer to act as his deputy in oder
to guarantee the continuation of work.

With this-sensible method of work and. the untiring
efforts of Col. DSAWE's assistants, it was always possible
to overcome dangers resulting in-some breakdowns . which are
unavoidable in intelligence work.

In general, the chart of American support for oar work
showed an a/sward trend until Sopteaber 1947.. beams, theCo was suited for this position._

III, piffioulties ginee Sentember 1947
-

In September-tifigol. /MEL arrived as the MO.+censor to Li, Col.
It was Only natural that the geraam side was awaiting

hla with all expectations that a epecially selected officer
would have been counissioned, It was taken for granted thatt

3
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(a) Col. =EEL would be an officer with experience in
intelligence work;

(b) The basic conceptionwould remain the same;

(o) Col, =EBEL would hail been briefed scoordingly.
-,

It was quite obvione that, at the beginning,.Col. =EBEL
tried his best to establish a good oontaot with his subordinate
officers as well ai with the 4erman side. However this atti-
tude changed considerably when.Ere. =EU arrived, Sesidee,
it soon could be noticed that 001. /MEL dose not have the
necessary experience in.intelligenoe work and that he has no -
understanding for our work under the prevailing circumstances.
This is shown not only in his treatment of the large ism's in
our Work, but also innany small affairs of daily routine work,
more or lose insignificant, but paralysing the joy to work and
creating displeasure. I quote the following example/ft

A. Iarge Iesuse 

1. Lack of Operational Experience 
-

Col. LIEBE/ has no idea how valuable information
is being obtained. One example of many to illustrate
this is the following: The journey of an
agent to Paris, where he was to receive information
about the SU from a strategical connection, was pro-
hibited with the explanation that we should work East
Of the Rhine River and that our man should meet the man
from Paris-in Switzerland. Thus, this information was
lost to us,

Also remarks, ench ass "We are doing too mush
easy Work"; "Same too many people inside and tee littleOutside"; "Spending toe nnah noney on reports withinthe eons"; his demands for an increase of the number of
*gents working in enemy countries and for a redaction
of the nnfter of people working within the. 	 how
that be had not the right conception,. A oertall organi-
sation within the sone (our sub-orgenizations), at
present about boo pimple, is neeeesary.

2, pittlfultiee in Dtscujesinz Overationsl Queptiose. •
Quite often 001* =PEI does not listen to um to

the end, If a problem is presented, he jumps to con-
clusions, makes decielons and gives orders before he

.	 .	 4	 •
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hoard the whole story. Then there are extreme SIM:-
cultist in work to oontinne to cOnvinee him about some-
thing when he 'aid "So" already after hearing only the
first sentence. Due to the leak of operational ex-
perience, the smallest things have tO be explained in
all detail at the expense of time and energy. Quite
often the lank of nnderstanding is cc (templet*, that I
do not dart to asks suggestiona-whieh are beyoag those
suitable for a boy scout outfit. In case large issues
bemv been submitted which he approves of hesitatingly
but whiehrrtuire *Metal br higher headquirters,
there have frequently been indications thathe either
did not forward thee at all or only after considerable
time had elapsed (Malta).

3. /Baty Sopkina Sethode of tpe 00 

Based on mans years of experience in /di work
against the East, I have built up this organisation
as it is now at your disposal. The direation of succh
a large organisation demands that I confine myself to
the big problems and decisions only and am not lotting
my time with minor affairs. which I can delegate to ay
assistants. Col. lIEBEL is mostly occupied with small
affpirs, thereby neglecting the large issues. Das to
biz long hesitations and by obtftiwing the decisions from
SUCOM too late, "Operation 301" and "Operation SOIRATES"
failed. It was planned to get into our hands top spe-
cialists from the Rue sian Air Scree-and the Commander-
in-Ohlef of the Slovakian Air Yore.. theme people could
home given urraost valuable information. It would be
better it Col, UMBEL 'would devote all his energy to
these questions instead of bothering about small de-
tails, sixth as the filling of the swimming ;4414

4. 74akkur Viderstendins of the German NentiAty
Col, ZIEBIL has no knowledge of the German ton-

talty ands thereby, frequently . makeir mistake* vhleharo bound to decrease the eenfidenoe. Therefore, I
have sone time ago asked 'ant general, the questiOn if
our basic eonoeption is still the genes for the reasonthat had gained the inpreosion from the conduct end
the frequently of:waive attitude of Col. =UZI that

5
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he was going to follow a different line of poliay
guding this question. A typical *simple is the draft
fOr an order, the no0optenoe Of which I retuned Ina
written reply; it copy of both is oubmitted beresitb.

-
In addition, Col. IlEBBI quite frequently• tries

to play out one person against another, Daring my trip
to Bwitserland, he offered en important position to one
of my gentlemen; in spite of the refusing reeponse of
ay Atpu If Col. MUHL know that in Oeriain matters.

gen'tlemen•	 end I were of eOntrary opinion, but he
did not know that this gentleman woUld refuee to be•
played out against me. At this Ooession4 he had a pri.‘•
vats conversation with this gentleman regarding matters
of our organisation, and he asked him for complete dis-
cretion. This incident has been settled by a personal
talk between Col. LIZBEL and myself. However, the
actual fastooannot be erased. la connection with this
'affair* 001, =EBEL made the remark to my first as-
sistant that he had the intention to better or to
bust the whole thing".

Col. LIEBEL's wrong conception of the work and men-
tality of our people in the field is also illustrated
by several remarks to the effect that Our men are paid
much too well (the opposite is the case); there were
some people who were getting too rich, eto. If one
knows the difficulties under which our agents in the
field are obtaining their information, often praotioal-
.17 without payment, and that we are losing people all
the time, this is most embittering.

5. SeouritY

In matters of security, Col; LIEBEL's conceptions
are sometimes hard to understand. Eels . most annoyed
tbOut4Wory small seourity violation in the field, but
is completely overlooking the fact that slips of-this
kind are unnvoidabla in the intelligence service. Up
to now, he does not appreciate the fact that the number
of actual security violationt has been surprisingly
small oonaidering the size of the organisation. It was
especially annoying for us that he formed in opinion
mediately upon receiving a report concerning an alleged

6
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security violation "before he had the results of our own
investigation and the report from Our Own sources. In
most oases, these showed that the situation was entire-
ly different in reality.

In °entrant hereto, Col, L/EBEL showed a lank of
corresponding care regarding security within his own
ophsrs. Whin we had Set arrived here, be kept the
Inenstrial Guards in spits of my earnings, Until it
turned out as we had expected before - that the enemy
Intelligenoe service had agents among those guards. The
Practical results were two attempts to bOrgle ml house
with the purpose Of stealing documents and identifying
the baokgrowul Of my own person. During-one of these
attempts, our houeemaid was knocked down. Contrary to
my suggestion, Major BAIRD, who is moot unsuited for-
thie job, was ordered to pursue this affair with 010.

-
Recently, the cousin of Col. L/EBE1, who has

no 	 to do with the-organisation, was shown around
by him in the compound. The daughter of Col. LIEBEL
brings along her girlfriends . to-the swimming pool
located within the compound (Col. LIEBEL lives Outside
the compound). Besides, I doubt whether it is reason-
able that the 16 year old daughter is being informed
about the nature of our work by using her temporarily
for the editing of reports.

-
In addition, upon request of Mrs. LIEBEL, Col,

L1EBE1 assigned i nurse to the dispensary who lived
outside and did not belong to the organisation. It
was only.uponmy. 	 protest that this. assignment was •
revoked,.

6. Wrens ()reanimation of the Work in the American Staff 

The biggest and most serious mistake wasithe corn-
plots-laying up of the Operations Office in the ton
staff. Gus could hold it againstme that this-is a
purely American affair and none of my business, But
the unfavorable effects on the whole-organisation tom)ma to stress particularly this point,

•
001 =EBEL has not delegated amy duties or

authorities to his offioerC• Decisions aud-eignatures•

he reserved mostly for himself, Re very seIdOm heart

7
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the advice of his officers with regtrd to ripening
problems, though some of them are web longer in *hip
business, than he himself. Therefor., he often mike*
unsuitable deeisiene which are frequently immediately
transferred into orders, This pr000dure has unfavor-
able effects.

During the absence of Ool. 14MBI, it le .impOs-
siblo that his first assistant, forinstanoe. oan send
a sable to the Military Attache ROME in order to
nounos the arrival of t gentleman with an important
missiona Of *Gusse t the raialt is a failure. Every
smallett decision in the operational field, each
quest for supplies or every Unimportant administrative
measure requires his tpecitl approval or el.dugituro.
Ivan within the Oompound it is Impossible to move an
office into another room without his indorsement.

All this has detrimental resultscespeoially
during the absence of Col. LI82121,e1Ag., delay in
forwarding reports and correspondence.

The consequences are considerable .delaye in man'
wmall matters, which are in no sensible proportion to
the importance of our mission and which make the work
mush more difficult for the.Oerman side of the organi-
sation,. Conditions out in the field are thereby made
MO much harder, although many thinge, which formerly
meant a-hard battle, have beeame matters of pure routine
work (e.g., nelson.. for care): In most important mat-
ters there were grave difficulties (e.g., residence
pirmits), so that theme wire heavy lease. in minflionoe
toward the Asir/can side out in the-field, whieh wore
ultimately the ftat of Co14. UMBEL. On the other hand,
all the initiative and inoentivaof the Amerieti test,-
tants will be very mush decreased by Ool. LIEBEL*,:work-
intmetheds,	 •

On the occasion of your last visit. I outwitted
this summary of inefficient Anwrioan support of the
organisation to Col. IIBB21 after my former individual
attempts had not been suotessful,. The diffornet prob-
lems were by no means of a **tort that their solution
would have been impeseills under the . present Orem,.
stoma's*. They were sorely matters Jidda were not dealt.'
with due to negligent, or wrong ergs:Meat:On of the work,
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During the last months, I have repeatedly re-
quested that an Operations' SeotiOn should be formed
under the management of the officer who has dons
this work for 18 months, and that Col. 11E2E1 should
arrange his work accOrding to the same principle as
I do it myself. Re should reserve fOr himself the
decisions On fundamental questions but, •therwieoe
leave a free hand to his *Moors. BowelVre Cel.
LIEBEL did not decide to bring about any alteration
until he realised by determination to . appeel to the
next higher headquarters in ease nothing would be
changed. Instead Of *eking the two officer.. the
natilsus of this Operations Seel:Jong:who have a firet-
olass knowledge of the total organisation, its Working
methods and its mentality, and who have the complete
oonfidenee of all field installations, it it planned -
to get a number of new officers and to assign a new It.
Col. as the Chief of this Operations Section, Who is
not acquainted with us and-our working methods. During
conversations With me, Col. IIERRL emphasised that he
wanted combat officers only and not officers from the -
Intelligence branch, Exactly the contrary is necessary.
The two officers who so far were brought here by Co].lann, kajor BAIRD and 14. ERSTLINGER7 are nice fel-
lows but quite unsuited for their jobs. I request you,
general, to take into consideration that I have suo-
needed in securing for you the beet German staff avail-
able for our work. If the American side has net like-
wise assigned only the beet of the available American
staff, it is a psychological disadvantage and detrimen-
tal to the American eanii*

May I explain this with another example. During
a conference with the leaders of the sub—organleations
on 25 . 14y, Col. LIEBBL was requested to say a lea words
about the political eituation, Col, MEM then ewe
his general opinion, which was noted demi in shorthand
and did not show the mental level one should expeei.
Among Other things he declared that the Oermans them-
selves taped site to it that the CeimUtieie are beingremoved from "obit.) life in Oermany They should be
bit over the head with a stick and thrown out of. the
00untrp., This primitive conception 'hews m.aeapletemisunderstanding Of the Oman eitaatiOni Mainlyis a matter Of eliminating ihe intluenoe : in dieguAle

9
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which cannot be removed without the old of Military
GOYOMient and without the means of Counter-InielIi.,-
genes., Remarks like this support the leading numbers .
of the organization in the °Pinion that the importanee
Of this question in future times is not fully realieed
by the American side (Example, The (Thief of Pence in
stuttgari is Officially not a Communist. However,. he
le a orypin-Oommunist and the Communists direct him by

 Central* Sanitaire Suisse).

request not to misinterpret my meaning when I try
to illustrate the situation with the following sentenoei
If our work has continuously improved during the lag*
months with the unselfish aid of each individual Umber
of the organisation, if the number and quality of the
reports increased and the seeurity impreled ••• this is
not due to Cal. IIRMIL l e guidance, but in spite of Cal.
IIRBEL's guidanoe. .

7. Radio Commend Nei 

In the new budget estimate, the costs for the
creation of a radio command net were stated, which has
to be constructed-in peacetime so that it can work in
case of emergency. It was at first crossed off the
list by Ool. LIEBEL until the necessity of such a net
was explained to him. This is-one of the examples
showing quite clearly that Col. LIEBEI does not possess
the osouleary operational experience for our work,

8. ,Case 

An organisation leader who contributed largely to
the mamma we had so for, had the hard-luck that a
net of 9 man blew up in . the Soviet Zone. In oonneetion
with some Other security violations, which happened at
the deli time, dol.	 gate orders to drop ERROL
Immediats17, before the situation had been sufficientlycleared. It took long explanation ef the reasons why
the dropping of this man would neither be possible saw
deserved nor useful, before we enunteded that this or-der was hot given4

10
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Mere are daily-many small exemplif y showing the little
anderetwlaing of Col. NMI. Meyers unimportant in the**
selves, but they do not inerease the pleasure to work. Only
a ivy are mentioned in the followings

1. Contact with the Qraanisatioa

War many months and contrary to former time.,
none. ef the American officers has been going out into
the Organisation, with the exception of a few briefings
which Col. LlEMSI himeaf-held with the orgenisatiOn
Leaders. In spite of my request4 the two officers were
net taken along who x' dealing with the individual
problems and who could have discussed details of these
problems with the organisation loaders.

2. Toot:taco Resorts 

With the exception of recent times when things
have changed a little, I often felt offended by opin-
tons and unfavorable remarks mentioned by Col. LIEBEI-
in connection with alleged faults of the organisation.
Frequently, these allegations proved to be non-existent
when examined later on. At one occasion quits dis-
crediting remarks were made concerning the German
General Staff to my deputy'

Another example, When the Inspector General was
here ' he asked who built-up the Dec-mint Section (for
falsification of papers). 001. =ZHU paid hi himself
did it. In reality, Organisation leader 64 had the
merit. Such things make 0 bad impression and people
are hurt.

In. Conclusion

In sumaarising, I have to twoortain quite impartially that,
aostordint to muopiniOn, Col t =BEL le not suited for the 110,,L
stun of the American CO of our Organisation, The reasons are
the fellovingt

11
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Inauffiaiert intellectnal frame for the required
task and for the necessity to here an imericsa
counterpart for the German representatives with
equal or superior mental capacities, as **for-
example - Col, MOW or Col. MITTS= or Col.
LOTBLI,

•
Lack of operational experience is intalLigaaes vork.
In-thia conneetlenvAhe folineine should be mentioneds
tt i got SMART (oolier tamOL: ;T:e who visited t/Yk
orgectisation for 4 weeks in spring 1147, succeeded
within this short time to-gain .the complete aonli-
donee of the organisation. His side experienees in
IS . matters, his understanding of the neceseitio0 of
the organisation/ hie sound judgment of the political
connections gained him the wars sympathies of all
those members of the organisation who got in contact
with him. Even today he is remembered with praise by
the glair of the overhead and by the organisation lea-
ders, He did-very much for the reputation of the
American side.

Lack of knowledge of the German mentality and lack
of sensitiveness toward the German part of the organi-
sation.

. The decisive/mei° for our work on both sides is
the mutual confidence built on ()lose personal contact,
developing and-increasing in the course of a close co-
operation. Lt•Col, TEM possessed this confidence,
and also the two officers who are working with.us for
some.timenow, However, so far this con/Y.6=os could
not yet develop toward Col.

(d) Lack of understanding for the work dons in the orga-
nisation and the J'ageaent under the present Oxeye-
stances, This understanding can only be obtained
through contact with the life of the members Of the
organisation-in Oen= public life and its present

--
-
difficulties. Only the two aforementioned aline=---hkre acquired this understanding in the meantimei...

(e) Inability to delegate the wort to be done to his
aseletontut according to requirements.

12
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I regard the further development of the organisation
with great anxiety. During the last few months, the eon,.
fidense has been considerably decreased by lack of /*next
from the American side which owald have been avoided. If
the situation cannot be improved by assigning a Capable
CO who can win our confidence, the capacity of the Origami—gallon would suddenly decline considerably and the whole.
orgenieation would go to pieces within a few months.

I do not come to you, general, in order to complain
or to eritiois•. I address you with the following reqcset:
Do help us, so that we can fulfill our task according to
your directives, to' the welfare of the United States and
to the welfare of Germany.

13
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3 March I,48

MEOW= TO: Dr. SCHNEIDER

An inarease in the number of cases Of aoourity
violations indicates to me that little attention, if
any, is now 'being paid tO the agents dispatched on
important missions,

It is essential that the. quality of agents be
improved. 1 expect the cooperation of all leadere in
this matter.

Drastic action mast be taken to reduce the number
of poor agents. This headquarters will take positive
disciplinary action in all oases if investigation die-
olOsee a security violation has been committed due to
negligence or improper training of agents.

Disciplinary action will be in the form of reduction
of funds, and/or dropping of personnel responsible. I
have directed that each violation will be presented to
me for final action.

Good work will also be rewarded in the form of in-
crease in funds.

Again let me impress upon you,-that good reports
can only be obtained by good agents... -Poor personnel
is a liability and must be eliminated.

iozy
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11 March 1,40
LMMORINDUY TO: Col. LIBEL

I an sorry, WI I have to declare that, for the fol-
lowing reasons, I eannet secept the order forwarded to met

I. !settle' Reasons 

It is not *arrest that the violations of the-security
regulations increased during the past months. . This
is indicated by the following figurest

Since the beginning of 1448 until now, Only
5 security viola Ono were reported, including 3 of
minor importance. That means of the total of 4,000
members of the organization - 0,12%.

(2) The passage "... that little attention, if any, is
now being paid to the agents dispatched on important
mii aionfw contains an unjustified reproach toward me,
as the responsible German leader of this organisation,
and toward the entire organisation as well. There-
fore, this accusation in this general form must be
contradicted. ?sults may be found with, every insti-
tution, regardless how good it may be.

Colonel, you are not in a position to take disoiplinary
measures within this organisation without ay consent
because this would violate the basic agmeemitati Which
was made-between general 8122RT and me with regard to
our work. This eubjeet, however, may be discuesed
later,

(4) As I have obtained my experience in intelligence
activities against the Soviets during many years,
I ea well aware that-good reports can only be sup-
plied by good agents It is, however, a peculiarity
of the tactical intelligence that not tatt first-class
agents can be employed " Otherwise the required

ty of revOrts ovoid not be precured4 donsequen
violations of security regulations
and it is the dotT of the leadi=n ethese viOlatiens to the utmost	 eepi •

2
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II. pasio goneeotten

, Even before the . end of the war, when I still held
my former position. I took the preparatory measures
necessary for our present cooperation with the USA, be-
cause I anticipated the greet political poet-war develop!.
mint, Soon.ifter the armistice, I Offered our German
eillaboration, pointing out the political developMent
which was to be expected, Mr jadgments of the situation
daring that time were later on proved that I was right.
I had the idea that, as early as possible, the available
German people should be given the opportunity to parti-
cipate in the defense against the Oosmanist expansion
within the frame of the Western Powers, By Using my re-
putation in all these German circles, I tried to win the
help of all Germans willing to cooperate and, thus, to
pursue the goal to restore the mutual confidence which was
lost during the past 15 years. Our work was based on the
conception that we as Germans may cooperate without acting
against OUT nationalooneoience. We are under no circum-
stance° mercenaries. General SIBERT recognised all this
and particularly that we as Germans do not work only for
America, but in cooperation with the Americaneide for our
common goal. I myself assumed toward General SIBERT the
responsibility for the leadership of the entire organization
and simultaneously gave my word as a German officer to
guarantee implicit loyalty of this organisation toward the
USA. The D'S officers working with me are witnesses that
I followed these principles during all this time.

The organisational division of the headosrtere of
the entire operation expresses this conception. A A/onion
office stands on the aide of the US office. The German
office is Operating on the belie of a personal relation and
a common Staff. This work did well so far, and this orgo-
nisatiOn of headquarters stood the test.

The organisation operate* under extraordinary cir-
cumstances, The'distinguieWaszatx of its activities
Correspond neither to peace-time nor to wartime condi-
tions,. The bulk of the co-workers operate under most dif-
ficult and trying personal oIrOunstanees, only for Ideolo-gical reasons and le not agree to the conception of an
institution hired by the 014 The animal relation bites frAthe OSA end German side is best characterised by the
example of an inventor*

2
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The inventor has an idea. To realise this ides, he

applies to a partner who finances the project and Ma
-genta te . the ides. The.result is for-the benefit of the

two partners equally entitled morally. If this steepens-
lien, based on. untaal confidence, turned out sutotssful
as it is the Oise with our work, the two partners-will
combine into one unit in their field of interests.

If someone eriticises the organisation end the
faults eemmitted by it, he has to emknowledge an equal
right to criticise also the faults committed by the •
American side. Some- examples may be given in shorts

As long as one has to work under present conditions,
the employment of a sufficient number of U$ officers
for the direeting-c1 operational issues is of de-
oieivm importance. Already in July 1946, I asked
therefore General SIM! to furnish-a stflicient
number of such officers. He agreed. When after
General SMUT's leaving these officers should be -
assigned to Li.Gol. DEM, the latter refused them.
Most of the difficulties, which are (mused by in-
sufficient support of the organisation, are to be
traced back on this measure. Even now, only one
US officer in in charge of the operational issues
which would require the full efficiency of at least
three officers,, and this-only present officer hasnot sufficient authority.

(2) Having made come previous, 	 I asked in
January 1,47 to take preparatory measures for saving
our headquarters to another location, betause the
camouflage can always be maintained for Only - 12 -
months and the location has to be *hinged afterwards.Suth-preparatcry measures' were not tekenintil July
2947. lertunately in August 19414 Gamma UM 'lima'self ordered te . earry out this thenge Of location
until 1 00toter 1947 because of the fertheeming
LPODOX Gonferense. The organisation took all pre-
parsionrylwasures for the change of locution, for -the -shifting of the courier linos, eta* in due tine.The cban,øf positienwas*howeVer, set possibleearlier	 in Dumber 1,47, I realise the reao.sine and tiffloulties to make impeseible the absarys..:tionof thee, terms* , Bat then' the resifts and Ufa..OUltiO, have also to be realised which arise within
the organisation itself frequently belause of the
present eiroumetances.

3
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Since sevoral months, the procurement of/another
quarters for the Organisation Leader 121 was re»	)
quested. Until tedmy however; it was not possible e/
to primers such other quarters. If now the organi--.
Batton is eompromised because IOILMAK, attracts the
attentieh.of others, then this is not the fault Of
the organisation.

The use of WOURAI is not the oily OZS, but
the most eharactuistio one, because in this case
the seourity was clearly endangered as it had been
predicted by us.

.A similar case is the allotment of a house to
the leader of Organisation .171, This organisation
leader had to direct bis organisation right from his
motorcar, always carrying all his files along with
him in a suitcase until he was given a house for
which be had waited for almost one year. Thanks to
the skill of this organization leader, no violation
of the security happened.

Another especially characteristic case is the
allotment of a house to the leader of Organization
AID. The latter, presumably, will get a house in
the .near future, but his present apartment has been
compromised for months and is kept under Soviet sur*:-
veillann 0 (possibly, even-attempts to kidnap him-are
being prepared).

(4) Some time ago, the ease of_SkITIMBOBILD_ had been 4W.-
phasised by the American sit -Ol.partioularly typical
example for the fact that numerous members of this
organisation are frankly supplying other-US agencies
with information about this o	 satiOn. NoznAllo.-
this ease has been clarified in quite a different way.
It may be oensidered as an example bow, bemuse of a
certain competition, other US agencies are trying to
wort against this organization, to impair lie reputa-
tion Or to take or its connections. In the ease of
RONESORILDa 80/0 (supposedly Capt. SALM is concernedwhich attempts to win over interrogators of this Orga-nisation known as especially efficient, The material,
which has bOSU collected by 010 about this organisationduring the past year, reveals that, at least at thattime, 010 had not-the tendency to support and protectthis organisation,

4
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Sims 6 menthe, 2/_(IONI) has requested frontalier
permits required-for the communications of his sub-
organisations with Austria. They could not be pro-
cured. Another solution was not found either.

The abet, tooted examples do not mean that the DS
officers working for this, operation have net tried their
best. All what has been done to serve the common goal
and to support members of this organisation is highly
appreeiatti and it finis its expression in the ilOsit
friendly and secial relations existing between the US
officers of the Composite Group and the leading members
of this organisation.

Our gratitude may be seen in the fact that an intel-
ligence sertioe has been estabLiehed, the efficiency of
which its recognised, and which simultaneously can be con-
sidered without exaggeration as the most unaxpensixe in-
telligence organisation in the world. Although this or-
ganisation employe foreign poreonnel,as seen from the
American viewpoint, its loyalty toward the USA in secured
to an unusually high degree,end'this-beceuse of its de-
velopment, conception, and personnel.

Within this organisation, fate laid a two-fold res-
ponsibil ity on me. On the one hand, I am responsible for
the leadership of the organisation toward my German con-
soienoe as well as toward the USA. On the other hand,
I am responsible for the fate of all members of this or-
ganisation; some of them gave alreadytheir lives or fell
into the hands of the Soviets.

The internal German conditions are such that the bulk
of the German people, though deolining Communism, miter-
theloss lout trust and hope and believe that the Germans
will be the victims-of the forthcoming events, whether
they like it or not. Most of them are not in close eon,.
tent with the Americans, as I am. At present, their cond.
fiden0e in the good will of the American palsy is shaken
because of the present oironmstances. As I was told re-
peatedly, the oonfideno, of many of our co-workers in our
work is based upon the oontidense in superson4, They trustthat I may find the right way within the frame Of the given
conception and goals of thioi organisation which were agreed
upon by the Americans, I make this reeponsibility a mat--
tar of conscience and would not like to risk my good name.

5
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In this eonneotion, I have to emphasise that I was
already 2.y/1/reached by several persons, including also
the bead of I00, that I do not Advocate persistently
enough the int./mute of the organisation and do net
secure a just appreciation of all difficulties/ also on
the part of the'Amerioams. Within the frame of the given
conception and Of my responsibility conferred on as also
by Americans, I have, therefore, to reserve the right to
decide upen thensoessary-measures myself in aompliance
with your general consent. Whenever American interests
are involved, I will, of course, regard your wishes', My
goal and that of all of us is,'by our work, which serves
the entire Western civilization as well as German inter-.-
eats, to create in the future close ties between Germany
and the Western World and primarily the USA,

6
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Asassus to Illustrate tbt.itakithatrigia
dm:Inert for the Proleet. 

1. The Procedure Of transferring *Moire frog this prOjeot
prior to the arrival of suitable replacements and without
prior orientation is grestly inturiftths efficiency at
our work. The transfer of Gapt.1143 has. for ample,
the following consequeneesscA

3ub-hea4quarters2ajd.th its 7 sub-orgabisatio2is will
be without-the support of an US field officer for the
tins being.

In the fields of operational field assistance,
legalisation, procuring of influx permits, acoonsda-
tien, registration with labor offiees, procurement of
bourn, a number of urgent pending asses-will have a
poor ohansaof a satimfaotory settlement. In the area
of Bavaria alone, ll oases await settlement in the
field of procurement of houses.

Now oases Stilling in the above mentioned fields
can not be dealt with at all.

Thus, the difficulties of the sub-organisations
in being furnished with the pre-requisites for con-
ducting their activities will tend to become greater
and more critical from day to day.

The great amount of vital ties with the various US
and German authorities which Capt. WAIOMAN, during
his former activity as a member of the US headquar-
ters of this project, was able to establish and which
be continued te sixengthen while being assigned tosub.Meadquarters 17, will to jeopardised or not so
effectively maintained. These are predemlnernt4 eon-
motions with the numereus agouties of the Military
Government all over Bavaria, the various Regions and
Sub-Regions of Ono and with the German euthOrities,
such as prerlaelli agencies including the Minister
President of Bavaria himself, the pollee, billeting -
offisete °Metals in charge of refugee', affairs etc.
(*Pi. tpLTgR, due to his great app1icatio, his
adroitness in eionduating negotiations, and this
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applies of oourse partioUlarly to German agencies —
%manse of his conmand of the Osman language, bed
acquired the fall oonfidenoe and coopr*tio n of all
those agencies.

The continuation of all these ties and their
'fleetly* utilisation would only have been possible
if gas. WALDMAN bad been in. a position to introduce-
an equally qualified smecesser to all these agencies.
• 21•100111.01, ehe has not had the advantage of such ea'
introduction. even though he nesters the German lang..
gawp * will take a longtime to cultivate all these
eenneetions with an equal effective:noes. A ematessor
who does not speak German will fail in this attempt,

la any OM, the difficulties roma/zing from the
above situation for the activities of this project will
be grave.

2. In spite of all the requests and proposals which have been
submitted by no for almost 2 years * the question of the
Operations Office within the US headquarters of this pr*-.-

Joel ham not been suitably solved. It was not before the
fall of 1903 that such an Operations Office could be °it'll,-
oially established. However * it *as entirely inadequately
staffed. At present * only one US officer * Capt. DAUM, is
assigned to this-office. Prom the very beginning of his
aseignment,-001. DABMS has Open the best intention for
cooperation.- However * he does not have the required in-
telligenoe background * so that his efficiency is rising
very gradually.

Walser assisted by a second well qualified off/sem
in the Operations Office, Capt. MUMS will fate an in-
soluble task* du* to the abundance of problem *bleb he
has is cope with every day.

Moreover* he has stated that he * on top of his pre,
vie= aseions, can handle only a very small meant of
the duties formerly incembent upon Capt. WALDMAX,

The grave effects of this situation-on the activities
of this project need not he sommented en.

2
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3. tor sonibmi ll, lot:stint Wagtails; experienced. in our very
important SSW= outpost hove made ne reputedly point out
that the assignment of an VS officer to this post is
dionsable. This urgent request has not been complied

• The frictions experienced in our SIRLIN outpost, W-
I:	 fieulties whiCh are predominantly due to the fact that the

111	 US gewgaw% assigned to this outpost - in 'mite of all his
good intentions -doge net wield the regairet antihorii*,
have gunned • considerable delay in the forwarding of r*-
ports originating tron the Soviet Zone of Germany.

4. In spite of repeated remonstrations and re sets also no -
officer vas made amenable for the vital	 outpost.
Thus, the miesions of a field officer in the State of
imenttemberg-Baden are not attended to. the sub-organiaa-
tionsa of our project working there, consequently, do not
find the necessary support.

5. Assiready stressed before, my repeatedly submitted request
that I be infOrmsd 3 - 6 months in advance concerning the
amount of available funds has not been complied with,
Furthermore, there is an increasing diecrepanoy between
the SZI's forwarded by ihe superior VS authorities and the
funds actually placed at. the disposal of this Project.

Tinselly, there were still Other foots, due to inset-
ficieni VS support, which pet this project into the greatest
financial difficulties.

In dun ammo before the iniroduetion of the currency
rtfers4 I repeatedly pointed out that the required
ememate of D-ntiks Could have to be available on the
4, :the eurreaey reform went Into effect. The our.
row Worm Wean, effective on 22 June 1,48. But .
only on 21 June, the first small mounts of the new
ourreney (a total of 60.000 1111) were transferred to
this project, which newt that the co-workers on the
lowest level were 'without any valid German money tera, period of 2 weeks. It was not befarq 25 4unx, after
repeated X11310228i2'0101214 that further 470006 ng weresale available.

Approximately 17% of the working capital of theproject was not oenverted at all end than was lost.
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It le known to this project that the la of
another Western Newer °cavorted the entire working
capital of its eo.workere and had the required amounts
Of DIT- available prior to the premulgation of the Ouri.
wiener refOrs.

(b) It repeatedly oocurred that the granted money wee
made available Only with considerable delay, •O that
it could net he transferred by the firot day of a.
asnth to those levels of this organisation where it
was needed. Thus, for inetanse, funds for the month
of Jannexy wee not made available before 5 isnUery, .
and could only be transferred to our suba4rganisationa
by 8 January, which again moue that Our agents wort
jug in the front line did net get their money before
the last third-of the month. The consequences of
such delays i.e., loss of confidence and the missing
of op	 ties, must be particularly pointed out.

(0) Entirely unintelligible to me was the decision taken
by higher authorities that the Quartermaster item,
whioh had previously been supplied free of charge,
are now to be paid out of the monthly fund allocated
to this project* This measure mews a further . re-
duction of the sums available to us by 8 - 12 percent,
quite apart from the decline of the rate of exchange
of the dollar already mentioned above.

6. Also with regard to the delivery of goods, the organisation
hal not not with the required support. Items Which are
most urgently needed for our field activities are usually
received. with delays of up to 4 weeks by the sub-organisa-
tions in charge of these activities. ULU happened par.
tioularly in June emi October 1948 and in. Jsnuary 1949.

Thus, for instance, the good° allocated for January
1949 did not begin to arrive before 27 January 194% and
that only after repeated remonstrations. The remainder
was delivered early in ?Ornery, no that our sub.organisa-
tionm-vere not able to meet their obligation, for one full
month. This leads to en unbearable loss of confidenes, on
the side of our sub.orgatisationa, in the management
this projeei.'

4

SECRET/RELEASE
TO GERMANY ONLY

199 Secret



Secret
200

Secret
Rel GER

84. (Continued)

SECRET/RELEASE
TO GERMANY ONLY

It ix particularlYtuantelligible, it such delays
eoeur in the supply ofaueh a critical port as MUM.
The computation Of the supply to be distributed t !), Our
BERLIN outport for the period of Actuary ihru March 1949
wee stitai4 by 15 Deeember 1948 to the UM office of

project and. forwarded from there to the •competent
agency of =COL Likewise, on 25 December 1946, the
order for the purchase Of thees goods togetheral.th the-
corresponding amount of dollars was forwarded to 31121.IN.
Allegedly, lee to a mistake in the prescribed proeledare,

• it was not possible to. procure the goods-allocated for
January before the beginning - of ?Ornery. Murther 8 daps
are required to deliver theee item to the sub..Organiss.,-
tions whisk need thee. the man in the field has had to
wait for them for 6 week.

7. Particularly conspicuous has the lack of support become.
in the field of operations.
(a) The proeurement of living aooamodationn far German

co—workers is a very slow procedure, and vary often
fails altogether, also in-canes where it would have
been technically possible.

(b) The procurement of permits of residence frequently
meets with the greatest difficulties. For instance,
every residence permit to Bavaria has been blooked
by =OM for the last month. .

(0) Also* the papers required for the activities of our
coworkers ean only be procured with the greatest
frietions and delays.

It is particularly unintelligible that exit per—
mite, with the exception of Switzerland, Austria, andIialy* can only be obtained after enhailting_fspecial
moons for math reqneetes Apparently, Intellionee
Dketelent NUM, is not aware of the feet that within
the framework of our lonswange intelligenoe activi-ties directed against She UV amd her satellites,
courier lines also rmn through-trance., Spain, 4rect,and the Saandinairien oeuntriee*

Repeated ttiffisatiss are also experienced inthe procurement of froutalier permits:.

5
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In our endeavors to obtain entry permits, In-
telligence Division, =CON, does not show any do-
operation at all. It has only been possible to ob-
tain such permits for Switserland and the US Zone of
Austria through local arrangements of the 7821 COm-
posits GrOu.

Intersonal passports with the big stamps are
only obtainable in Neese. So far, it has not been
possible to obtain-thess passports in Bavaria and
Nuerttenberg-Haden. However, they are urgently re-
quired minas such passport* must conform to the state-
in which the required identity cards have been issued.

Also the required support in the procurement of
falsified papers, for which the effective cooperation
of the corresponding =CON outfits (HOECHST) had been
promised, failed to.materialize. Par instance, the
SED Party Pass was requisitioned from HUOON on 23 Oc-
tober 11481 so far, no answer has been received.

. At the end of December 1948, a requisition was
turned in for the production of watermarked paper for
the new Eastern Zone passport. An answer was promised,
by 10-January 1949, it the required paper can be pro-
duced. Until today, we have not heard anything in
this matter.

(d) Also the problem of Air Transportation to-and from
BERLIN has not been satisfactorily solved.- The courier
connection is running without difficultiei. Presumably
the allocation of 4 more seats in military planes for
instructors instead Of assignment to ADA will consti-
tute farther improvement.

However, a good elastic. solution, which would
enable Our co-workers to fly to BERLIN and particular-
ly would allow them to leave the city by air with
their luggage, an Opportunity whiah is urgently needed,
has not yet been found.

(s) Various leaders of our sub-organisations are still
without any telephone facilities. Some of the Per-tinent reonsets were made more than one year ago and
have since been renewed orally and in writing. Thus,
speedy further inquiries, which become necessary onaccount of corresponding requests by MOM, often can
not be conducted.

6
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However, the lack of such telephone connections
may have a disastrous effect in the event of a rapid
development of the military situation in the Soviet
Zone of Germany or in the satellite state's. In such
an event, the arranged communication of military re-
ports, in *ode farm, by telephone direotly from the
sub-orgamizations to the headquarters of this pro-

it
cto-will not be passible with several sub-organize-

8. Only very seldom did the intervention in denazifieation
trials of co-workers, promised on principle by MOH, be-
came effeetive and still more rarely did it prove to be
a help. Only With regard to thin promise, the most im-
portant oases have been selected and reported. However,
In several cases (e.g., EIZIL„ lipmrsa t LEHNER), valid
denazification verdicts 18Neeraing our oo-Miers-wers
protested by Military Government by Error Reports. In a
letter from the 7821 Composite Group, dated 9 September
1948, the attention of MOON ID Operation** Branch was
again drawn to some particularly-difficult denasification
trials of some of our co-workers. In spite of this step,
the oases of EMMAUS and SUMAS have taken a particular-
ly unfavorable course in the meantime-. Above all, in WON-
DRAK's came the confident*** of this project in American help
was very much shaken for the following reasons*

Mama has proved a very successful worker in his-
capacity as leader of one of our sub-organisations.

(b) His own sub-organization had simultaneously learned
that CIO has succeeded in helping mush more °aerated
persons who are working for CIC to obtain favorable
results in their denazification trial.

In spite of all promised help, IGOOK has not done
anything concerning the derasitioatiOn of some key persons
of this project who, for security reasons, cannot submit
their oases to a public denazification procedure.

9. Although 81001 has expressed its fundamental agreement withthe emergency preparations suggested by this project, the -
practical assistance rendered in this case is not adequate.
However, each support is particularly required because
adequate matinal help alone will guarantee a satetounda-tion of these preparations.

7
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The following examples may serve to illuetrate thie

eitcatieni
(a) The fuel required for the withdrawal of the entire -

project to new locations hae net been made available.

(b) NO binding pledge has been given with regard to trans-
portation faeilities-for COmpo110 7821 Composite Group
and SUb-Neadquartere.

No decision hae been reached with the British Military
Government regarding our proposale for the shipment of
co-workers from the British Zone of Germany.

(d) No decision has been taken concerning the equipment
with etas in the emergency ease.

(e) The requested supply with food for the entire project
in the emergency case has not been complied With.

No decision has been reached yet concerning the -.
evacuation of members of this project to the USA.

These neglects are particularly grave inasmuch as they
endanger the entire objective of our emergency preparations,
i.e., the oontinnation of the activities of this project in
case of emergency.

On the other hand, also their detrimental psycholOgical
effects must not be Overlooked.

O. Furthermore, our work is detrimen	 affected by the feat
that laquiriee forwarded by us through the Americeaboad-
quarters of this project to Intelligence DiTiSiOU,
are either not answered at all or only after repeated re-
monstratiOns. This may be illustrated by some recent Wisest

On 21 September 1948, e request for the ellooition of
new cover firms for this project was subaitted to In-
telligence Division+ NUM. After repeated inquiries
we were at last informed, in December 1948, that we
were to se/iet the required cover firms ourselves.

(b) This project asked the rapport of EOM in an attempt
to gel 3 men who were to Work for us Ott of Sweden:.

SECRET/RELEASE
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Allegedly, Intelligence Division, DUCOM, vaa in the
posseemion of unfavorable information comerning these
persons. We were Promised farther details, so that
we could make a decision whether these men should be
helped out of Sweden. However, we have -waited in
vain for weeks for a reply.

At the end of October 1948, we were ordered by In-.c.jj,
telligenne Division, DUClipt.op the antillolehe
mist Rue/lien General von 	 Although the
organisation, on its own .	tiative4. had already
dropped won GLASENAPP, information **morning the
reasons of this order was"requatted by ue, - tince such
information woad have been of the greatest iispOrtame
for the way in which the reorganisation of the GLADE-
SAPP group was to be effected.

Until nowe the project has not received- any information
°wonting the reasOns which led to the above mentioned
rder.

•
There are many more examples which betray the lack of

upport on the side of intelligence Division, =COM, in
li. • fields of our activities. - Their detrimental effect on

work is summarized as fall:owe, .

Constantly, we have to face recurrent difficulties

\
th regard to both the aotivities of the project-Ate:ouch
d. particularly to the activities Of our -*genie in
eld4 who every day risk .their necks for -thenOmmon cause.

' -	 We deeply deplore the declining confidence in the
sincere cooperation of those US authorities with which the
. project as a whole and each co-worker as an individual
works for the mama causti.

The abilities of the Gorman leadership.of,this,pro•
jot are subjected to mounting criticism and skepticism.
Mere and more, the man Working in. the field'airkumee4that
this leadership does not adequately represent his inter..
eats in a way 14m:tired by the work for the oonmen *aim*.

I regret to be unable to assume-the responsibility
.far such a turn of events any longer*,

9
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Chief, FBI(
ATTNs	 a - ----14-41ak,•ch 1949

....
Chief of Station, XarlsrUhe	 /

Operational

c''''Eti`rilsis Procedure for Handling Funds .

= 011111111 /6K--/vg/
1. On or about the 1st of each month the Fiscal Officer of

the Deputy Director of Intelligence EUCOM, draws $125000 in U.S.
green currency from the U.S. Army Finance Office at Heidelberg.
.This_logagnt is immediately turned over to an officer-courier from

o'DEomi the ._U.S.1111.11 	 staff Who carries the total amount, still in green
currency, to Pullach near Munich.

2. The $125,000 in green currency is turned over to the •
Fiscal Officer of the German staff by the Commanding Officer of the
7821 Composite Group (Col. *Philp).

• 3. . The German fiscal section has been and is engaged in
numerous transactions involving monies and goods which have, as 	 -
the ultimate end, the accumulation of a maximum agelanery	 	 #114
available in the types of currencies required In	 operations.

far he largest pereentage of the $125,000 is converted, in
to DMs at the existing free rate of exchange prevailing .
. Some green currency is peddled at a favorable rate

• o exchange to German industrialists for their personal or business..
asses while on business trips in the U.S.A. or other areas where hard
currency is necessary. Also, there is ample evidence that the •
Jewish Migration to Palestine*, especially active by air lift the 't

___Dast_nine,meslths, has provided a constant green dollar market on
w1!iich both Dias and US Scrip have become available* at a favorable ex-
change rate. Through this type of manipulation the monthly funds
have been stretched to the limit. For example, the 7821 Composite	 -
Group has been purchasing approximately $35,000 worth of PX and
Commissary'items * monthly for operational use. This bill, payable in
US Scrip, has in the past, been paid through the expenditure of

. roughly 329,060 in green currency Converted to $35,000 US Scrip in "
the black market.
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/ •	 4. As you can appreciate, this entire matter has been an

aware of the facts, has constantly and consciously turned its back.
extremely- 	 subject and one on which the Army, though fully

The present Commanding Officer of the 7821 Composite Group institu-
ted a far more rigid adcouting system and, during the past two
months has received a reasonably ddtailed report in terms of the
actual current rates of pachange available in
German black matket. This report does not go orward to ODDI in
Heidelberg.

5. The statement in my report indicating that the funds
are drawn oh a quarterly-basis but made available to the Germans
on a monthly basis is an accurate description of the intended preCd-
dure. In actual practice, the uncertainty of the availability of
funds from Month-to-month has resulted in A Monthly drieV1fte7 during
the last three months.

on

11
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86. Cable, SO to Karlsruhe, 16 March 1949

ZOra5V( C.2 . 7 	.
UM. L	 ..)/LJZ)/-
TO: KAHL (MN)	 CITE: 1"ASHA

IWINFopms US THAT WE WILL NOT UE TAKING OVIrc
FOP A	 AST TWO MONTHS. IN VIEW OF THIS,
SHOULD BE ASSIGNED TO SOME ACTIVITY WHEPEIN	 tY CAN OE USE- .
FUL TO YOU DUPING THIS TWO-MONTH PEPIOD,' NO CHANGES CUPRENTLY
CONTEMPLATED IN TEAM NAMED TO HANDLE ODEUM. ON TAKEOVEP.

•

.02)t----er /77
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21 March 1949
Chief, FRU

-ATTE;
Chief of Sta on, r s e

Operational

MD Current Financial Situation

1. In order to give you a clearer picture of the effect of
recent fluctuations in the DM/Dollar exchange rates I have obtained
the following data on monthly expenditures and income during the
period August 1948 - March 1949;

Prcendltures in Dollar::

PX, POL, Food, Clothing,
Office & Engineer SupPlies 	 $344600
Collection of Information 	  9,800
Strategic Planning 	  5,500
Forscher Activities 	 ..  1.4800

Total Dollar Expenditures	 $514700	 Total $51,700.00

ExTenditures in DM Acquired Through
Mulculation of Goods. Currencies:

Travel, Air Tickets & Ilse 	 27.000
German Staff 	 30.000,
Post Maintenance 	 22.000.
Signal SectiAn 	 33.000.
Document Section 	 4.000-
Liaison Office Frankfurt 	 3.000
Evaluation 	 '46.000
Collection of Information 	 234.000

. Forscher Activities  . J•l:6.000 .

•	 'Iniiii4ances, taxes 	 .12.000

Bxnenditurts in DM Acquired from
Direct Dollar Purchases:

Collection . of Information...,  1,420.000
Total DM Expenditures 	 1,837.000:,	 or	 $91,800.00

1.57wsz_.
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Total Monthl* ExoenditUres (in Dollars):

$51,700.00 plus $91,800.00 equals $143,500.00 -

Total Income:

Received fr6iii-782rnitiposite Group 	 $125,000.00
From Reserves and Business Profits 	 18,100.00 

$143000.00

2.. It is noted that in all instances the exchange rate- on
which the computations in paragraph 1 above are, based is 20s1--.:-
roughly that which prevailed	 in early December 1948.
During the month of February the-aFEFHP-Yatelas remained hear'
the 10:1 level which is reflected not only in the fact . that the
$71,000 that purchased 1,420.000 DM in December now buys only
710.000 DM but also in a comparative reduction 1n the number of DMs

/th iA t can be acquired through manipulation of a given amount of	 .
---,goods and monies in Germany. Thus, disregarding the slight decline

irLpiicestai is becoming evident in the consumers market in
e:) .0/ r-77—dertet any ,	 now finds itself approximately $91,800.00 short of

dollars to support operations at the December level.

3. To meet this situation, Dr. Schneider has instituted a
rather drastic program of cutting operations. Expenditures on
strategic operations have been stopped completely. The program
of bringing out and training W/T operators has been suspended. All
sub-organization leaders are being constantly encouraged to cut
to the bare minimum at every point. In spite of, these measures
the situation has been described by Dr. Schneider as being
sufficiently critical to pursuade Colonel Philp;tp advance on
15 March, $35,000.00 out of the April budget alloWance to get through
to the end of the month of March. I have not been able to learn by
what measures it is anticipattui that this amount Will be made up
during the coming month. These actions must bi;obaerved	 the	 •

and	 en6i274	

.	 =	 Stlight o Dr Schneider's present attitude as reAlected in	 /77uAz

\

COMMENIMM. _

-s Cei-/e.A‘P /

• /!i.
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SECRET/RELEASE
TO GERMANY ONLY

:2CONFIDENTIAC

1 April 1949

MEMORANDUM FORS CHIEF OF OPERATIONS
CHIEF, ?BI

SUB./EMU".

1. Colonel &chow has discussed thin project.with the Director,
who has stated that no action whatever is to be taken in the field
on thin project until euoh time as the Director knows that General
Clay ie coning out. Thin in imperative because any commitment there
on our part, in advance of General C1ay 4 e departure, will irreparably
damage our overall position and particularly that of the citation.

2. This is not to be conetrued an limiting or stopping the
planning phase of this operation in the U.S. That should be continued.
The personnel may be procured, trained, etc., since they can be used
elsewhere if this operation falls through. Colonel &chow has stated,
however, that he considers some of the proposed classifications too
high, and that the number of positions and proposed grades :should be
studied further.

3. The funds requested will not be made available pending final
decision by the Direotor, when appropriate. When and if that decision
is finally sada, the funds will be available forthwith.

FOR THR ASSISTANT DIRECTOR FOR SPECIAL OPERATIONSt

•	 !' ^:. . •

Executive Officer
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89. [Critchfield] to Chief, FBM, "[Gehlen Organization]: Current Situation," 18 April 1949

(—
UFFICIALDISP_AT&I
SECRET/R.ELEA$E 77/)2J9	 ciy"

SPECIFY AIR OR SEA PHOTO GERMANY ONLYcH NO : -11110119VIA- 	 AIR 

TO	 : Chief, FBM
ATTN:

FROM	 : COS, Karis e

SUBJECT: GENERAL— Operational

SPECIFIC — 4110 Current Situation

1. On 7 April 1949, for the first time in more than ten
days, I had conversations with Colonel Philp and several members
of his staff; later I also talked with Dr. Schneider and Herdahl.

2. I had little to take up with Philp and our conversation,
)which lasted approximately 45 minutes, consisted primarily of a
lengthy denunciation by Philp of the German attitude in general and
Dr. Schneider's in particular. This development first became
apparent on my previous visit late in March when Philp informed me
that he had found it necessary, on the previous day, to inform
Schneider in the bluntest terms, that it had become evident that
the German Element was becoming increasingly uncooperative and that
he no longer felt that Dr. Schneider exercised adequate control.
Philp's specific accusations':

a. The German side strongly resists every effort to improve
the standard of housekeeping (vehicle maintenance, accountability
of funds and supplies, etc.

b. The discipline with the sub-organizations is unsatisfac-
tory, particularly with respect to the use of operational vehicles
for personal purposes, the maintenance of vehicles and black market
activities.

'1Av :—Schneider'points mit the need for more money while
concurrently employing new people lliiiicially if they happen tote
close friends or relatives of top 	 personalities.

Cv`z)Ea/Yr
d. US Element field representatives are intentionally kept

• uninformed of numerous operational and administrative developments
at the sub-organizations. (Lt. Richardson is toproduce evidence
that this attitude on	 is in accordance with
written instructions

Engt.Repm.Plast-20.0ct47-206
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e. The German Element resits the good efforts of US officers
working with subordinate elements of the German Organization. The
Motor Pool at Pullach and the DFing station at Bremen are cited as
examples.

f. Dr. Schneider utilizes operational necessity as the basis
for justifying property.requisitions and the furnishing of utilities
and some supplies to individuals not connected with the operation
and not visibly contributive.

3. My opinion is that the present difficulties stem primarily
from divergent interpretation of paras. 1. a b c and d of_the
basic Eucom directive. (See Tgb B of Basic	 eport, 18 Dec 48).
There is no question but that the control exerc sed by the US Element
over the methods and manner in which the German Element utilized
funds and transportation prior to the arrival of Col. Philp left a
great deal to be desired. However, the basic concept had been that
complete responsibility for the performance of the German Element
rested with Dr. Schneider and direct action to rectify specific
conditions within the German Element that were unacceptable to the
US Commander was to be done only through the US Commander-German
Leader channel and not by direct intervention of members of the US
Staff at subordinate points within the German structure. Shortly
after his arrival Col. Philp systematically set about to improve the
general standard of administration. This effort, which produced
marked results, too frequently took the form of energetic action on
the part of members of Col. Philp's staff dealing directly with some
of Schneider's subordinates without regard for the command and staff
relationship spelled out in the basic Eucom directive. Schneider
has stubbornly held his ground on a number of minor issues in which
this basic relationship and direct US intervention at subordinate
levels of the German Organization have been involved. Philps, in
turn, has interpreted these as a growing disinclinatlon on the part
of the Germans to cooperate. The net result is that Aatmosphere at
Pullach is now characterized •by a certain tenseness that was not	 -
evident when I first arrived there. Possibly balancing this is the
fact that the US Element now has a much clearer picture of the
administrative activities. At any rate an individual with a clear,
unemotional and objective view of the situation at Odeum these days

• is a rare specimen.

4. The basic requirements to ensure the maintenance of the
US-German Relationship on a workable basis appear to be the follow-
ing:

a.	 deje:::n.r Germanthe	 .
;::12:1go irr:InleleonUa om:InagLeader	 ig:stertiel

.	 b. A clear Conception on the part.of US and German staff
members of the working procedures under this agreement.

u
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c. An adequate number of US staff members present at all
echelons of the German organization, particularly in the field,
with complete access to all information and instructions to observe,
assist and offer guidance but not to , issue orders directly to
their German opposite numbers. These US representatives must be
capable of keeping the US Commander completely informed on all
aspeCts of operational and administrative developments in the lower
echelons of the German organization. His having to rely almost
entirely on the German Element for information leaves the US Comman-
der in an untenable position.

d. Guidance must be passed to the German Leader, in writing,
by the US Commander on a continuing basis; such guidance to be
based on instructions from above and information received from his
US staff representatives in the field. This guidance must be firm
and above all must be based on accurate and timely information
received from US observers in the organization and through an
active liaison with other US agencies in Europe which are in a posi-
tion to report upon the activities of	 as well as on matters
of common interest.	 Z)k)--1-e#'17

ly
e.. A friendly but constructivobservant and objective

attitude on the part of the US Element.

5. Certainly one of the major causes of agitation is the
present difficulty over the financial status. In this matter I
feel that it is necessary that we immediately indulge in some advance

e2:65am plannrie:—/ en is still receiving its $125,000 monthly. The diffi-
culties rowing out of the rising value of the DM have been reported

fa5/77,g -m3-2-

	

	 has thus far reduced its commitment by appro-
71,Ma e y 1 Ailrocess of cutting down continues. I have re-

(5.ZDafrk	 ceivaa the ithpression, however, that Schneider has an unfounded hope
that the turnover to us will simultaneously mean the end of his
financial troubles and an increase over the present $125,000. I
have made every effort to eliminate this view. On the other hand,
eliminating operational commitments is, as we know, a difficult and
sometimes expensive procedure which cannot be accomplished in a
matter of days. Thus, I feel that we should assess the operation
from our available information and attempt to formulate without fur-
ther delay a planning basis which can be passed to Odeum at the time

weutake -over. This should include an indication of which
operations should be cut, which built-up, and which eliminated. Also,
some indication of the anticipated financial arrangement ( channel for
handling funds, availability, etc) would be helpful for planning
purposes. If we do not provide Schneider with this guidance his only
alternative will lie in utilizing his own judgment since Eucom is
reluctant at this stage of the game to make any decisions that will

•have far reaching effects. That pressure which is exerted by Eucom
tends' to prolong the life of collection efforts which have a parti-
cular and largely tactical interest to the Army. The deeper opera-
tions and particularly the program to build up radio communications
to existing sources in the satellites lb consequently suffering.
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Schneider's requests to General Hall that guidance be given as to
where cuts should be made if additional funds are not available
have been met with the general attitude "We can't decide anything
now because we are all expecting a decision in the near future".

*

6. .1111111 operation can, I believe, be divided into three
general ca.-Mg -67ns. The:tirst would include the large number of
operations that are run into the SovietZone of German . The second
would include all operations based in Germany or	 an ex-
tending into any of the satellites. The third ! ca egory,.including
mainly operations which are now in the planning or developmental
stage, would be limited to the strategic field. Our initial efforts
should be concentrated on .a detailed examination, operation by
operation, of those falling in the second and third categories.
Far this reason I again go back to a slightly modified version of
m original recommendation that we establish a fixed budget for

c.-Le-zim	 overhead, operations in the Soviet Zone of Germany and such
! spec fic projects as the Signal Intelligence programs and; that all
1 operations in the satellites, as well as all strategic operations,
. be on a project basis. Operations into the satellite countries

1 whould be subject to the approval only of our4IMIlltepresentative
who would be guided by general policy and budgetary allocations from

, Washington. Any arrangement which required these projects being sub-
mitted in detailed form to Karlsruhe or Washington would be prohi-
bitive in terms of time and personnel both here and in Washington.
At the same tine, requiring them to be submitted to our staff with

e::12,541/99111pOwill give us a degree of control and an insight into their
erations which has been non-existent in the past.

UI

7. Strategic operations, particularly those which involve
i lines and activities through friendly or neutral areas, should be
submitted to Washington in a degree of detail comparable to those
operations of a similar type being developed by the Munich Opera-
tional Base.

6Z;Igra/77
8. In considering the cost involved in taking over,

I believe that we must put the entire project on a sufficiently
sound financial basis to eliminate Much of the individu black- ____.e-A>LE::6912
marketeering that is now being done by the members of	 sub-
organizations, in an attempt to keep operations and ins a ations

• at a level which their present funds will not support. These indi-
- NaduariiCdtances of blackmarketeering are the cause of constant
Incidents with the Getman police and continually .threaten the gene-
ral security of the operation.

9. Several weeks ago Eucom ODI requested a budget estimate
for the next year. The budget submitted was formulated on the
basis of complete legality (including the purchase of all DMs from
the US Finance Officer at the 300 rite) and the development of
operations to meet all requirements which have been given to 	 cl (L.'-`' n'''

by Eucom. The budget estimate resulting amounted to 12 million
dollars. Needless to say, it was not submitted with the expectation
that it would be approved.

S rREir SECRET/RELEASE
TO GERMANY ONLY



89. (Continued)

Secret
Rd GER

217 Secret

SECRET SECRET/RELEASE
,

	

-_ - 5 -
	 GERMANY ONL)1/

10. The problem cited in para. 8 of	 becomes more	 ----1<wAll_ 02 926
vexing daily and must be given our immediate attention  upon take
over. If we are going into economic cover in Germany the present
is obviously the time to buy when small businesses, originally
capitalized on the cheap DM, are now collapsing in the face	 .
inability to repay loans with the ncreasing value of the DM.

• Schneider believes that much of	 can be put into commerdial' 	
_ Ciz,10P1

cover without great outlay of casn and is now pushing a . program of
developing pdssibilities in this program. This appears particularly
desirable from a security point of view since the present establish- 	

.

ment at PUllach is becoming increasingly blown. This iiiiiitter  0.Dkattill
which will also receive the attention of our staff with 	 at
earliest opportunity.	 .

cA,a,-../.3/4". 11. With respect to the strength of our staff with 1
indicates that four staff officers is the maximum we can

the immediate future. This would be sufficient if we
could assume that the status quo with respect to the form and sub-

0<bEe:///2 stance or	 could be retained for a period of six to ei ht
months while three case dfficers explore .the details of 
operations and the head of our representation toaipBoisoidA_. tt_e_s_ obz=4",7

in	
9

their findings and his own observations to recommendations as to 	 .
future disposition of the entire project. In light of current
developments I do not feel that we can necessarily afford to follow
this leisurely pace. The uncertainty that has characterized the
guidance of project during the past six months has been damagin . _,1,101
The present widespread usage of MG designations for 	 ie
bases is daily becoming a thinner and less realistic cover arrange-
ment. Continued maintenance of the entire	 s ow iff-th45-1-arge
and very overt compound at Pullach is inv1tiTjpubl1city which is
certain to be realized in the near future. Finally and most in-
portant in the long range view, the establishment of 	 ,	 —V1 -a-

\	

vis the Western German State and the German economy,	 a position
which will ensure its future is a matter which must imMediately .
receive our attention. Natunrelated to this matter, is the

/9445-he.1.9-` .appeararrd -Withih11111111. of certain mangeptations of a future 
/9,4theia,,x-s:-. The dAvelopmentiiii. unsymic "-would

EF--i- calamity to the. numerous	 operations depen en on lines	 C2) 0/V
;e4a.s-71-. This is on our agenda for future discussion with--

fri	

se
.e-214-- ---lrft 	

f
i wi;l1LTe quire the

problems
Attention

can 
of
be 

our
ignored

staff 
much
with

lor.	 one o the	 and all ..

CA b A''a ri; ' .	
.

12. It will be
f signed to collect information exclultRoutside of Western.Ger-

	

. recalled that	 -is an organization de--

'	 many., Notwithstanding this, Dr. Schneider haS a wide range of
sources which submit him reports on the developments within Germany
which will effect the future of his organization. These reports are
not turned, over tã the American Element and are not disseminated. I
have reached an agreement with Schneider that these reports will be
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made available to me to assist us in developing our course of action
to integrate his organization into the political and economic frame-
work of Western Germany. He understands that my agreement that
these reports shall not be "disseminated" does not preclude them
being made available to higher officials of the AIS. This will, I
believe, prove a valuable byproduct of the- lEa project.	 ___ e72>h_77arq

13. Our relationship with Philp and his staff will be a
matter which willl-have to be carefully considered. In a few very
superficial discussions with Philp on this matter I have stressed
the point that we will not expect to take over any of the existing
duties of members of his staff and that dlur main effort will be
in the operational field. Tentatively, I plan that certain aspects
of our work will remain strictly in. our own circle rand that other
matters will have to be open to Philp and his staff. All of our
organizational traffic should be kept in our office and any of our
material I make available to him will not be in its original form.
Reports prepared by our representatives in the field will deal
separately with administrative and operational matters and the
matter of passing these to Col. Philp and his staff will be deter-
mined by the content of the report in each case.

14. While I am convinced a staff of four will be inadequate
to staff" IMED beyond the first few months, I am not prepared to
make a specific recommendation either as to the minimum number of
personnel that will be needed nor as to the specific jobs in which
I can visualize we will require our representatives. Because of my
very strong conviction that the success we will make of this project
will depend largely on the staff that we can make available, I will
continue to give closest attention to the problem of developing an
adequate staff.

15. Periodically I shall attempt to sutmarize the developments
 hat are . evident

By and 
from
large

my 
these
contacts with

be informative
the US and German

in character andof 
wil furnish a background against which future specific-recommenda-
tions will be made. The exception to the informative character

1

I of the material in this particular letter is $ obviously, my requestI	 that we give immediate consideration to the question of the manner
i and extent in which we contemplate financing the entire project.

$..........,»_;_-____. ..	 ..Your vieWs on this subject at the earliest opportunity.will be
appreciated.

89. (Continued)
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90. Robert A. Schow, ADSO to Director, CIA, "EUCOM Support for the 7821 Composite Group
(Operation Rusty)," 21 April 1949
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21 April 1949

u7ualmium	 The Director, Central Intelligence Agency

SUBJ1CT:	 EUCOM Support for the 7321 Composite GroUp
(Operation Rusty)

In order to insure a smooth and efficient turnover cf the 7321 Compooite
Group from the control of the Eurepean Command, U. S. Amy, to the Central
IntelliAence Agency, It is necessary that EUCOM continue on the present
basis for such time as may be required the administrative, logistical, and
personnel support of the aforementioned Group. The nature of the support
required is set forth below:

I. Personnel

A. All Army personnel presently assigned to the 7821 Composite Group,
should remain on duty with that organisation under the control of the CIA
representatives assigned to the project for a period of at least one year, or -
until such time as this Agency can properly staff the 7821 Composite Group.
The Army personnel remaining is to include the ten (10) officers and twenty-
five (25) enlisted men presently on duty.

B. Should the transfer of any of this complement be required during the
above-mentioned period, q' tied replacements should be furaished by the
European Command, U. S. Army.

II. Logistical Support

A. All supplies should continue to be Se gued on the basis of the ef-
fective 7021 Composite Group Table of Organisation and Allowance° as modified
to date.

B. All supplies, each as rations, gasoline, etc., now furnished
gratuitously, should continue to be so provided.

C. Prior to the transfer of the 7821 Composite Group to this Agency,
a decision Should be rendered by the European Command, U. S. Army, re the pay-
ment of Quartermaster Stems already issued to the Group and for which no pay-
ment has yet been made.

D. Upon the transfer of the, organization, a statement should be issued
by the European Connand, U. S. Army, setting forth all outstanding debts of the
7321 Composite Group. Payment of such debts should be made by the European
Command, U. S. Army, it fund° are available.
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III. 12.talL&

A. All real estate ineluding offices, dwellings and storage places,
presently utilitised by the 7821 Composite Group should be transferred to
the control of the representatives of this Igency.

B. Rent and utilities Should continuo to be paid by the German
economy.

IV. Transportation 

A. All vehicles, including military vehicles, those drawn from the
Theater Ordnance officer, and those purchased by the 7821 Composite Group,
also should be transferred with the Group.

V. Communications 

A. Communications facilities presently Provided by the I.:liropean Com-
mand, U. S. Army, should continue to be made available to the 7321 Composite
Group until such time as this Agency can install its own facilities. This
applies to communications within the American Zone of Germany only.

Robert A. Soho.
Assistant Director
Special Operations

COWICENTIAL
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91. [Critchfield] to COS, Karlsruhe, "Organizational and Individual Security Problem
[Gel'len Organization] Staff," 4 May 1949
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4 May 1949
COS, Karlsruhe

Munich Operations Ba e (_11111111111111M0 3-6"e�

Organisational and Individual Security Problem

Staff

_r	 zi
1. The maintaining of or	 'tional and individual security

vis-a-vis our connection with	 promises some difficulty. Thd
immediate aims of our security program are:

',D7iDASair:/
a. To conceal the identity of the US Agency operatingiell. -

To conceal the connection with the 1111/11111111110111Mmw
in Munich, Karlsruhe and elsewhere.

M
personnel
c. ainteanance

ssigned
of totliiiiisonalse curity of career intelligence

staff • c9b.earl)

2. Unfortunately, the identity of our organization was the
byword in all discussions among the high level US Army and German
personnel at the time our investigation began in November 1948. Sub-
sequent indoctrination of both the US and German staffs has shown
Material results. At our request, both Schneider and Philp have
recently assembled their staffs and given additional lectures on
this general subject.	 •

/7-9

3. For security.reasons alone, oui entrance into
except in the top staffs on both US and German sides, be one as
inconspicuously as is possible, Only the top German staff will be
advised of the change in control. 'oth German and US Staffs have
been instructed to carry on an active campaign to ensure that the

. is. not passed down to a subordinate level where possibility
-4-"---of-zotprordiwg-rm-freatast.

GIRNcA47i'e/el

• fil.M.111111111111, whose real identity and basic affilia-i
tions are unqueatinably 	 among some of the top German and rs
staf persOnnel, 'will continue to utilize.a liaison cover within')

and outside of the Project will remain identified by Munich.-'

•SECRET_
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OD.E- 4'1

CAAtch-Cie (ct

Military Postencies as a member of theag	 • a y revea 7-

and the allillitame 	 that - was used with subord	 e agen---c)b4;:41.1/•
cies during field trips ur g tha oririnal investigation.!

CZ
„ .5. All other .staff members should, in general, utilize a )

Cover name withinthe German and US organization with a:wlear Under-
standing on the part of the US Staff . and-thetop Germanstaffthat.
it is an assumed name for security Purposes. As . a • ruleit is
believed	 that-preferable thareal identities be used outside of 	 .4!)2, E',a.1/
within the Munich community. This.prectice : conforms to thaMit
of the German and American personnel presently in the organization:

Overt affiliation with
n e ous individuals with whom

ness assa member of
that there had been	 a	 .	 on o
zations..	 will utilize his real name within the

s frequentIrdUffe-Ear=
OMGB

ence organi-

CRIft°17fie Ici

--/-6 la...a/Len

ca. out -lointly - by 	 .
tact w	 the individualaiiilete cover story Will have to 1e

-ef`e-14-.

GC/F

,.	 .	 .	 .	 .,
.	 6. . With:Munich post .: Agencies..0111et. ing clubs,.wtc.) . ,. staff'.	 .	 ...	 ..	 ,members must. • Overtl ,Ljeltherr thell_821. • coMpOsite- H ','
Group or the—,---:,•-'..---mer is
almost mandatory for married staff member! who will be provided .
billets, obtained by the 7821 Group, : in the Bolin- and . Pullach areas.:
-Thequestion'of mail addresses and telephone listings further

and the individual.staff mem

corn-.
'Plicate this 	 . In each instance and .prior to his first •con-,

ber concerned. In each case, any necessarywalidating orders and
AGO cards willbe :requested frow.KarlsrUhe. : • . :We.will. also look into
the possibility of paper easignmentito non-intelligence . post 'agencies..
On 3 May, - the. question of -	 1 cover was explored in detail'

and.	Their views and the ex-
during the	 investigation-and sub

sequent contacts With 	 re the basis for a tentative eneral . out-	 1)1,LF:ce'n
line of the 'cover plans to be (Mowed by single and warr è . 'star
members assianed-to theAMMIN staff - (ILnc 1). r---'	 •

C---	
....,	 --:--- e7 .13 eainl • %

. 7. 1.1111.1111111=111111/1111,-assistance in deve °piing-a secure
communications system will be appreciated. 	 temples a quarter
of a page- in the new Munich Telephone Book. Al]. calls go through
Muniafrpilitary 2321,. the compound switchboard. The security of
this line is questionable. Within the compound telephone conversa-
tions are considered secure; the basis for this assumption is unknown.
Constant telephone traffic between Pullach and Karlsruhe, comparable
to that

immediately
.on 

reveal
between

the
 most operational

with 
bases_nie_Url ruhe--- 	.,-

would to the	 German
switchboard operators-es well is to any agency 	 thee 2321	 e.
We 'will request Philp to establiska direct telephone lima in one of . ' •	 	

c."�).EUM

our restricted offices (off limits ;to all but our own staff personnel).
This phone will be registered. under our, cover designation and utilized
for all outside calls in which our security aims are involved. The
feasibility of this solution will be examined. more in detail in the
future.
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8. Any transportation assigned to the

license plates not previously utilized at an opera iona1 base.
this respect, social and business contacts with MOB must be care-
fully considered and consistent with the security situation

9. In general, too frequent appearances at clubs and other
public social events with the present US Staff members will be
avoided; particularly with those that do local representation was
with Munich Military Post, Military Government, as a member of

10. Our staff will be situated in a substantial one-story,
stone building, just inside the only gate through which one can enter
the compound. The compound is surrounded by a high wire fenee and
a careful checking system is employed at the main gate. The German
staff member who acts as commandant of the post is responsible for
the security of the entire installation and frequently conducts
security tests to test the general security of the compound. Our
building is being provided with substantial iron bars on the windows.
he offices in which our files and funds will be kept will be pro-

. vided with separate locks on the doors. We will be requesting
.combination padlocks for this purpose. The entrance to the building
will be locked at night by the US military guard who will be on duty
in the building and at our telephone extension from the time we
leave in the evening until the Offices are opened in the morning.
The combinations (or keys) for our offices and files will be known
only to our own pertonnel. Our offices will be arranged to ensure
that the code room, the file room and the office of our own staff
secretary will be off limitl_to_all but our own staff personnel. 
Correspondence internal to W-t-nd-----to both Uerman and u5
Ililitary Staff personnel will be kept in separate steel filing cabinets
located in the less restricted offices of our staff and will be maintainei
by a German secretary provided by the organization.

11. During one of my recent discussions with Philp on the

C91)EFel ff? 	 to	
ofimpending

our organization is a much''discussed matter up at
turnover

Heidelberg.
sub ect of security, he reported that the 

If this is true, the Deputy Directdr might be willing to take this
up at a staff conference in the near future. It will be impossible
to. conceal the takeover from them 	 ce many of them are now con-
cerned with staff supervision of 	 The only other alternative

----thus-*eppear171.-±a lie'in recruiting the Deputy Director's assistance. .- 
ObEurn

INITIMENEffit j"-A-rns
Distribution:

2 - COS (action' and info)
2 - FBM (intILLA!' •	 •

1 - Munich WOO d.)-67(-1".17

Inclosure - 1: "Individual Cover forlIaff 	 •
Members Assigned to
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,Individual Cover for ',Staff gembers Assigned 

1. Since the designation of present military cover forgligh 0.2)6e41
is probably well compromised within the Munich Post, it appears .un-
desireble •wtim. a long range security point of view that our staff
members be assigned to that organization. Since connection withElat
in Munich is also to be avoided, a cover unit designation for the
assignment of all of our staff personnel assigned to MOW s being .
obtained. This cover will be utilized for the following genera
purposes:

a. Official designation on orders.

b. " Mail address.

c. Personal documents.

d. Registration with all local agencies.

e. Cover story for casual contacts outside of business.

2. Our restricted telephone (direct line out of coMpound)
will be listed under this cover designation and our secretary will
be briefed to answer all incoming calls accordingly. All calls,
local or long distance,tQ 	 in uermany will be made over
this phone andbooked under this' cover designation.

3. Since it is contemplated that most married staff personnel'
will be assigned quarters in the Pullach area, social contacts with
US and German families living in or near the compound and connected—

e22)5e.'/4T-7--ii-tETIOSEM can be expected. WithinallaWcirciii—thii offerS . 6rirk---.62D'e[41
the usual personal security problems. References to previous
intelligence experience in the Theater and dulling wartime should be
vague, especially with respect to recent assignment in the Theater.
Previous connection withencannot be disclosed.

.1.2>41b.
4. Single staff members will secure their billliiough	 'e.2›.4Fc/i9

Munich Post Without the assistance of the PS Staff at
appears impracticable for Staff members requiring family billets to
procure satisfactory billets without the intervention of the US,

e2=bEi1 /77 4111101Stafr. :This, is a calculated .Security risk' whict:CaPPears
...... avoidable. Since yOur.orders presented to obtain' billeting Will -

cbntith our cover unit designation and you will obtainybur billet
6V:),&-Iiirr-Ttrft—o-fraThlirMrealM taff officer who has dealt with the:billeting ,

officer over An extended period of timei,thelatter.will-aSsOciate
41111111with covet organization. All other services (commissary',':
telephones, utilitieurequestsi etc.)i shOuld be rocured by the staff
member himself and not in the company of the- 	 Staff officer, who
will assist you with the procurement of a house. ' 0:1. .4//9,7 •
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5. For ope ational purposes within...1 staff members will
Utilize selected This need not be supported by an AGO
card, or other pers.il l documents. German and American staff mem-
bers Will assume it is an assumed name; a universal practice Among
the German staff that live and work in the compound,

.6.. Since the entire structure of the German organization is
designed to provide a "sanitary security belt" between the Pullach
Organization and field units atthird name must be utilized for con --
tants with the sub-organizations. This name must be supported by an/
AGO card for purposes of identity in situations involving sub- 	 -
organizational personnel.

7. If possible real name and identity documents and our .
cover organisation should be utilized in any incidents with US agen-
cies which might.result in official correspondena. 'All incidents
will be immediately reported to the Chief of101111111 Staff. -

61-04/e-CA,

be kept to a minimum.8.Of	
Ie wills in company of well blown US Military Staffmembers 

9. At German-American social functions within the organiza-
tion real names must be utilized. Incidents at such parties
arising out of confusion of names are extremely . common in view Of the'
complicated pervnal situation in which most of the German staff
members find th'emselves. Pseudonyms will consistently be employed'
In internal gaina correspondence and telephone conversations.

49.1,4/ ki)

10. License plates utilized on trips to sub-organizations will!
be removed at an intermediate point prior to return to hhadquarters..;
This process will be reversed cn leaving the compound to visit sub..:
organizations.. Tegistration cards to correspond with the plates
must be carrieC,:v2:,,a,,,.?

11.. The

	

	 lete cover story, of each individual staff member
will be reduced to writing and kept in a separateassigned to.

individual security file. It will be necessary that other members
of the staff be conversant with the details of the cover stories of
all other Staff members.
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92. Headquarters, EUCOM to Chief of Staff, US Army Director of Intelligence, 6 June 1949

_ s	 INTERNAL ROUTE SLIP
(Classification)•

HEADQUARTERS, EUROPEAN COMMAND

FILE NO: 350.09 (GID/OPS//S)
SUBJECT: ...Transmitte..1 o1 Correspondenoe 	 	 DATE: 9 juAle 194.9

!Number each memo or minute consecully•ly. Fill in each column, signed legibly
draw a line across lha sheer 	 Use .entlre width ol sheet for long memoranda.)

Na.	 Frans
	 Pass	 Dote	 HAS THIS PAPER BEEN COORDINATED WITH ALL CONCERNED!

1 DD/ID C0 4 7821 9 June
Composite 49

: Group

1. Inclosed herewith is 1st Indorsement to
basic letter from DI, GSUSA, Subject: Administra-
tive and Logistical Support of TIB by CINCEUR,
dated 10 May 1949, and our cable No. 5X-2983
which changes the first sentence of Paragraph lA
of the 1st Indorsement.

2. Inclosed correspondence to be retained
in your files.

FOR THE DEPUTY DIRECT3R, INTELLIGENCE DIVISION:

R. E. KICIER
Copt WAC

Asst. Control Officer
2 Inols ais
BPM/bd/Heid 04255

tkEViEWEO . oCeltur Yi 

1IONVNGHADED TO:  5 
REVIENVEA: C- --Z7
ft REASON: 	 c 
DECL ON:  b 501,1 

DAV FROM Gov 
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350.09 (GID/OPS/IS)	 1st Ind
Headquarters European Command, APO 403, US Army

TO: Director of Intelligence, General Staff, United States Army,
Washington 25, D.C.

1. Ref. Par. 1.

a. Transfer of 7821st Composite Group to the representation
of CIA will be made OD 0001 hours 1 July. This date is selected
beCause the Department of the Army has obligated funds for the
support of 7821st Composite Group through 30 June. Beginning
immediately the CIA element will establish offices at 7821st
Composite Group Headquarters.

b. The representative of the Director of Central Intelligence
has agreed to supply DI CINCEUR with all intelligence reports produced
by 7821st Composite Group and to request guidance in all matters which
might impinge on or affect the security or political position of the
Armed Forces or the German civil government.

2. Ref. Par. 2.

a. Ref. Par. 2.a. Concur.

b. Ref. Par. 2.b. (1), 2.b (2). Concur with the understanding
that this support will continue indefinitely with the 7821st Composite
Group's successor, except as the CIA reprrsentative will approve
reductions.

c. Ref. Par. 2.b (3), 2.b (4). Concur.

d. Ref. Pars 2.b (5). While every effort will be made to
close out accounts prior to the transfer date, it is anticipated that
a number of outstanding accounts will not have been presented for
payment prior to 1 July 1949. In order to close these obligations,
a fund presently being held by the Composite Group will be used for
the liquidation of all obligations entered into prior to 1 July 1949
except for certain purchases made during June for use after 1 July
which will be earmarked for payment by the CIA representative.

e. Ref. Par. 2.0., 2.d., 2.e., 2.f., concur.

C. R. HUEBNER
Lieutenant General, U.S. Army
Acting Comnander-in-Chief.
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HQ EUROPEAN COMMAND
STAFF MESSAGE CONTROL

OUTGOING	 MESSAGE

TOP SECRET

TO :

FOR INFO :

FROM :

REF NO :

Reference paragraph lA of our first indorsement
to your letter dated 10 May 1949, subject: Administrative and
Logistics/ Support of TIE by CINCEUR. General IRWIN and Mister
STEWART of Central Intelligence Agency have concurred in changing
first sentence to read "In order to facilitate their control •
and direction of group operations, physical transfer of 7821
Composite Group to the representation of Central Intelligence
Agency will be made on 0001 hours, 1 July 1949".

ORIGINATOR	 : DD/INT	 AUTHENTICATION: C. J. LETZELTER
Lt. Col.	 GSC

INFORMATION	 : SECT GS	 Tel.	 02538

06 JUNE 49 1315Z DHD/dhd REF NO: SX-2983 TOO: 061249Z
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93. [Critchfield] to Chief, FBM, "Basic Agreement with [Gehlen Organization]," 13 June 1949

-qco
1 IFFICIAL DISPATCH rom!7.TF

DISPATCH NO 41111.1.111,1)6-'Z/1- 	 )-
-i.---- //26=2-- TS

VIA: 	 Air 
SPECIFY AIR OR SSA POOCH

iTePSECRET
CLASSIFICATION

DATE: 	 13 June 1949 

TO	 : Chief, Foreign Branch M

FROM	 : Chief of Station, Karlsruhe

SU BJECT:  General_ Operational
Specific - Basic Agreement wit

REF

INTELLIOSICE AGENCY
CLASSIFICArlOg

Changed I5 	

WSW' a
A3

01r

Dale "9

1. As has een reviously reported, the relationsh p
the US Army with	 has from the first been based on a con-
tractual agreemen or ginally reached between Dr. Schneider and
General Sibert. This agreement was referred to in the basic
EUCOM Directive of 13 October 1948 (see Annex B Almomit.
Prior to that time the substance of the agreement had not been
reduced to writing.

2. It is quite clear that we must renegotiate with
Dr. Schneider the basic agreement which will govern our imme-
diate as well as our long range relationship. Preliminary dis-	

aken
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cussions between Dr. Schneider nd
place. A tentative draft by
.of departure for such discussTWIthe full under
by Schneider that the points Covered originated with
that discussions at this time are completely exploratory.

3. Schneider coneura without reservations with the agree-
• ment as far as it goes, and suggested that two other basic points
• be included to cover matters of interest to him personally and
as the . responsible . leader of the Getman organization. These

—two Do-in:Cs in substance are:

(a) That at such time as a financial expert from
the American organization Is placed with his staff and .
an exact accounting procedure is adopted, he, as the senior
member of the German organization, will retain the pre-
rogative to expend a nominal monthly fee, $3,000.00 for
example, as payments to or in defrayment of expenses of

nt 
fling

and
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certain individuals with whom he may be in contact on a
personal and confidential basis. These expenses would

. in each case be covered by a voucher signed by him, in-
dicating that the funds had been spent in furtherince of

•
the organizational interests;

(b) That the VS 'Element agree that from funds
allotted to the organization, payments consistent with
individual needs and the cost of living will be paid on
a monthly basis to the dependents of agents who have
been killed or captured in the execution of missions
assigned by this project.

4. On (a) above, I assured Dr. Schneider that if it .
1!1 develops in the future that an exact accounting procedure should

be instituted to cover the expenditure of funds originating
with the American side, I felt sure that any reasonable ex-
penditures to which he would individually certify would be

111,	 completely acceptable to us; and, that the compensation pay-,	
ments appear to be quite consistent with our own policy in such
matters.

5. While there is no urgency to the conclusion of such
an agi4eement, a clear understanding of these points must be
reached to sure not only a smooth working relationship between
our own	 staff and the German staff, /nit also to provide
the basis for Washington's direction of our own staff with 4,011111.

6. The draft covering the points I have discussed with 	 •
Schneider is attached. If it appears to play rather heavily
on the ideological motivation of this project, it is only because
this aspect is in fact a most vital factor in.our relationship
with the Germans as well at in their 'own future relationship
with the German Government. I will delay further discussions
of this subject until Washington views have been received.

Dist:

- FBI w/attachnent
1 - COS ',Attachment
1 - FOB w/attachnent
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1. The basis for US-German cooperation in this project
lies in the mutual conviction of the respective parties that
increasing cooperation between a free and democratic Germany
and the United States",within the framework of the Western
European Union and the Atlantic Community is indispensable
for the successful execution of a policy of opposition and
containment of Communist Russia.

2. The development of a long range and effective in-
telligence organization directed solely against Communist Russia
and her Satellite governments is the broader purpose of US-German
cooperation in the establishment of this project.

3. It is clearly recognized that Members of the German
staff of this project are acting first and foremost as German
nationals working in the interest of the German people in
combatting Communism by contributing their efforts and accu-
mulated experience in the field of intelligence against.
Communist Russia.

4. To protect this basic premise; it is agreed that under
no circumstances will any German member of this project be
expected or permitted to conduct intelligence activities against,
or report on, German activities in other than Soviet occupied
areas of Germany. The exception to this will be with respect
to operations against German nationals acting in the interest
of a communist power in affairs which threaten the security of
this project.

5. The eventual acceptance and support of this project
by the German government is recognized as a prerequisite to
the continuation of this project beyond the time when US Occupa-
tional Forces terminate an active role in local German govern-
mental affairs: Thus it is clearly recognized that the senior •
US representative and the German Director, each acting in close
coordination with the other, will have to make a positive effort
through channels available to him, to ensure that the acceptance
and support of this project by the German Government is obtained.

6. It is recognized that as the German Government is
strengthened and assumes a more independent role in internal
Germ= affairs and is Germany assumes her position as a sovereign
state with reestablished normal diplomatic and trade relations
abroad the working relationship of the Tit And Gellman representa

in	
-

tions n this project will have to be periodically re-examined
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and modified to conform to the situation. Until such time the
following specific relationship will be the basis of the work-
ing relationship between the US and German elements of the
project:

a. The missions given the project shall be consistent
with this agreement and shall originate with the US repre-
sentative..

b. All direction emanating from the US side shall
be passed directly from the senior US representative to
the German Director; information reaching the GeXman
organization at subordinate levels through US staff members
will not constitute the basis for authority for any action
not specifically authorized by the German Director.

c. The responsibility for control, direction and
discipline within the German organization will rest com-
pletely on the German Director.

d. DS personnel working with the German Organization
will be in an advisory and liaison capacity.

e. All activities of this project in friendly or
neutral countries will be reported to the US staff in
detail and under complete DS control.

f. All connection with the Intelligence Services of
friendly or neutral countries will receive prior clearance
and be under US control.

g. Complete details of operational activities will
be available to the US staff.

h. The US staff will, through its connections in the
intelligence field, render maximum operational and technical
assistance to the German staff.

i. In financial matters the closest cooperation will •
be required. Detailed financial records will he maintained
on the disposition of all funds provided by the US for the
support of the project._ These records shall be available
to the US senior representative or his designated financial
specialist.

•

J. Overhead expenses will, as soon as practicable, be
reduced to a detailed semi-annual or annual budgetary basis
with budgetary estimates submitted not less than three -
months in advance.
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k. All operations outside of Germany will as soon'
as practicable, be reduced to a project basis with funds
provided for each project as approved and on the basis
of continuing review of operational details and production.

7. Both parties realize the success of this project must
be based on an attitude . of complete trust and cooperation and
adherence in spirit as well as in word to the terms of this
agreement. Therefore, each party will continually review the
terms of this agreement with a view toward immediately initiat-
ing discussions pointing toward the modification of the terms
of this agreement should new factors and changing situations
so dictate.
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94. [Critchfield] to Chief, FBM, "[Gehlen Organization] General Policy," with enclosures, 7 July 1949

oF1iCIAL DISPAT6H
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DISPATCH NO.: WI=

DATE .  7 July 1949

TO 	 : Chief, Foreign Branch M

FROM	 : Chief of Station, Karlsr

SUBJECT: ' General— iiiiiistrative
Specific —	 General Poll

c9D4517/4
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1. On 15 June 1949 I handed Dr
(Incl. #1) indicating the current
lining what appeared to be some oft1e
past difficulties of the project which
future.

hneider a policy letter
mission and broadly out-
causes of present and
should be avoided in the

2. On 22 June 1949 a draft copy of Schneider's reply to
this letter was brought to me by Schneider for discussion. (Incl.#2)
This reply, with slight niiiiication in form and style, was
officially delivered to	 on 27 June 1949.

. In view of the conversancy or the Washington staff with
ebauft)	 and its past history, I feel it superfluous to offer coMment

on e background of my letter or Schneider's reply.

Dist:
402 - FBM w/1 Incl.#1 and 1 Incl.#2
1 - COS w/1 Incl.#1 and 1 Incl.#2
1 - POB w/1 Incl.#2 w/o annexes

U.4-vne_s CAc 4-C icf
-'11-3hne 1949 Memorandum to Dr. Schneider from 	 4.7.g..=4?('e Id

2 -	 - 22 .Tune reply of Dr. Schneider with 19 attacht.,
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Memorandum to Dr. Schneider

1. The present financial crisis with all the implications
so clearly described by the organization leaders on 30 and 31

May, goes back, as I understand it, to the original currency
reform in the summer of 1948, at which time no provision for
the exchange of a vast number of Reichsmarks was made. The
adjustments made by your organization to meet the problems
resulting from the currency reform were beginning to show some
effect when in December 1948 the value of the Deutschemark on
the free market began its drastic rise which hashed catastrophic
results for.this organization. Since December it has become.
increasingly apparent to all that the financial situation was
becoming steadily worse and that if support were to continue
at the level of $125,00 a drastic reduction would have to be

3. On the American side there has been no participation
in, and thus little understanding of, the complex operational
aspects of thl.s project. An understandable inclination on the
part of nearly all representatives of American agencies, each
with a particular interest in the production of this project
to constantly encourage the increase in the level of production
in the field of his particular interest has been a second factor
contributing to expansion of the operation within the limits
of what the black market would bear. Finally, the period of
uncertainty since November 1948 when it first became apparent
that a change in US sponsorship was a definite possibility has
been marked by the unwillingness of any US official to take de-

-elsive action to alleviate the increasingly chaotic financial
situation. The record is clear that no decisive action on the
US side was taken.

4. On the German side the impetus to continue operations
at a.maximum level by straining all resources procurable by
manipulating goods and currencies on the black market can be
attributed primarily to the commendable desire on the part of
the members of your organizations to increase the quality and

111'

11:

til

111:

4

2. A reduction resulting from specific decision as to
where, when and how the project would be cut should have
originated with the American side. On the other hand, the
German side, having given the US side adequate notice that a
cut was imminent in view of the increasing value of the DM,
could have taken decisive action. To a limited extent, even
the suborganization leaders could have taken actions to cut down

1	

in the face of dwindling financial support.

110

111:1
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quantity of the final product--produced intelligence on the
USSR. To a limited extent it also appears that this expansion
was an unplanned and uncontrolled growth based on the receipt
of EEIs from various US agencies. -EEIs should not in my
opinion, have been considered the basis for expansion or re-
organization since the research type of individual who originates
EEIs is completely Uninformed on either the operational capa-
bilities or the financial limitations of the organization to
whom he directs his EEls. Trends discernable from the EEIs
could, on the other hand, have been a clear indication to both
the German and American sides that discussions as to where,
when and how cuts or expansions should be initiated were in
order. Decisions thus reached would probably have been con-
sistent with the capabilities of the organization and its avail-
able means--financial and otherwise.

5. In the final analysis, the historical background of
the situation is not immediately relevant to the problem at
hand--that is, finding a solution to our present problems and
establishing your project under its new sponsorship on a firm
operational and financial basis. I have been informed by my
headquarters that the present sum of $125,000 monthly will con-
'tinue to be the level of support. The sum of $375,000 'in hard
currency will be provided on or before 1 July for the first
quarter of the new fiscal year. This, to the best of my know-
ledge, represents the total financial support that we shall -
receive during this period, and I consider it quite unsound
that I should give you encouragement to continue the present
scope in size and activities of the organization by creating any
false hope that an increase in financial support will be forth-
coming. To do so would merely be a continuation of the unsound
policy that has brought about the present critical situation.
Therefore, I urge you to make every effort to salvage the best
elements of your project and drop personnel under the most de-
sirable circumstances possible within your admittedly inadequate
financial means.

6. My original recommendation in November that the
cihk of tatproject be modified to a system under which the 	 •
overhead 'and Sovzone operation would be on an annual or semi-
annual planned budgetary basis, and that all operations strategic
and otherwise, in the satellites and other areas bordering on
the western USSR be placed on a project basis, was without
respect or relationship to the figure $125,000. At that time
I visualized a situation which would, for example, make it
possible to determine that some such amount as $30,000 could
be budgeted for monthly overhead expenses; $70,000 budgeted
for Se-zone operation; and that, utilizing the $25,000 to cover
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our period of change-over, we put other operations on a project
basis, each subject to approval in Washington and subject to
continuing review upon which the financial support of the
Specific operation could . be'individually and periodically deter-
mined. The financial situation which has developed since that
time tends to throw a new light on the entire financial situa-
tion, and we now find ourselves : in a situation where your
supporting funds are worth less than 1/3 of their December value
with the result that your Sovzone collection, which has in the
past utilized approximately 60% of your funds would now - even
if substantially reduced - still utilize the entire $125,000
monthly.

7. You are well aware of my conviction that our mutual
interests in operations to the East from Germany can best be
served by such operations being described in detail in project
form for presentation to Washington and consideration on the
merits of each individual operation. I wish to ensure, however,
that no misconception arises from my recommendation that opera-
tions outside of Germany be put on the project basis. The
present level of support is $125,000 and funds for these projects
must come from this sum. It is recognized that the limited funds
will be reflected in the fact that various projects will be
shown at various stages of development and productively dependent
on the time they have been going, the skill of the persons con-
trolling and participating in the operation and the funds that
have been made available to support the operation. Washington
will be able to consider all of these factors in determining the
immediate as well as the long range potentialities of each opera-
tion, and we will be assured that the Washington decision made
in any case results from a detailed consideration Of the opera-
tion on its own merits and not as a result of categorical deci-
sions.

8. I fully appreciate the difficult personal situation
which confronts you during this period of liquidation of large
elements of the project which you have developed through great .
effort during the past few years. It is recognized that the
tOPUtation of the leadership of the project will be severely
damaged and that the rebuilding of confidence and a feeling of
security in the organization will be one of the major -problems
confronting you in the future.

9. From several fragmentary instructions I am now able
to form rather clearly defined priorities. These are arrived
at by the concurrent consideration of our definite commitment
to the US Armed Forces in Europe to continue to give 'highest
priority to tactical collection of interest to the US Commanding
General in Europe, our overall national intelligence needs, our
future stake in the intelligence field in Europe and the finan-
cial limitations currently imposed upon the support of the

SEC, RE T
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or your representative and all are reduced to writing at this
time for your continuing guidance:

a. Intelligence on the strength, disposition and
capabilities of the Soviet Forces in Sovzone Germany,
Poland and the Western USSR remains the top priority.
All efforts will be made to maintain the production level
'of such intelligence.

b. Eliminate operations in Yugoslavia, Hungary and
Bulgaria unless, in the case of the two latter, an early
extension of an individual operation into the USSR appears
likely.

c. Eliminate Sovzone Austria operations. USFA has
clearly indicated that while your reports are of high
caliber and valuable for confirmation purposes, the cover-
age by USFA agencies of the Soviet Central Group of Forces
is adequate.

d. Keep the Signal Intelligence operation at its
present level; the Air Forces consider this a highly
valuable operation and their continuing logistical support
has been assured.

e. Delay taking action on reduction of the PW
interrogation project. We are currently negotiating with
the Air Forces in the hope of obtaining support of the
project from them. No priority for this project has been
received from Washington.

f. Operations in Rumania should be continued with
emphasis on OB and extension of lines into Southwestern
USSR.

g. The strategic planning that has been done by 100
should be examined and the most concrete and promising

.•,9P eXWO.OnS be reduced to detailed projects at the earliest
.opporiiiiity. Since these operations inmost cases go
through countries where we have diplomatic representations_
and intelligence connections, these projects will have to -
be presented in more detail than, for example, those into
Poland or Rumania.

h. A detailed report of.all personnel and activities
in friendly and neutral countries ó4e desired. Upon re-
ceipt of this data on each individual country we will
examine the facts in light of possible utilization of our
communication facilities and contacts to economize and at
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the same time efficiently accomplish the desired pur-
pose.

•

i. A well rounded intelligence organization, cap-
able of independently mounting and supporting agent
operations remains our basic concept of your organization.

j. For various reasons it is not contemplated that
it will be possible to run any operations into the Baltic
area through the Scandinavian Countries. For this reason,
it is suggested that we take steps to liquidate any

. commitments that exist in these areas (Norway, Sweden and
Finland). If you can give me the details of present
commitments in those areas it is possible that the in -

• dividuals concerned may, in some instances, be integrated
with activities already in progress.

the
10. In/future, I shall make an effort to keep you advised

at the earliest practical time and in writing of all matters
pertaining to financial support, since I feel very strongly that
our relationship in the future must not be characterized by the
misconstrued and misinterpreted utterances of persons in official
positions on either the German or the American side as to the
extent of financial and other types of support which can be
definitely expected in the foreseeable future.

U. If there is anything in this or future letters which
is not clear or with which you cannot in good conscience agree,
I would appreciate it if you would immediately and candidly
bring the matter to my attention.

TA-mes e_4fIckg‘e
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MEMORANDUM TO: •:

I beg to make the following Comment on your' Memorandum
dated 15 June 1949:

I. .At the beginning I should like to stress as the moat im-
portant point that, at this juncture, it is decisive for
the future of this project and its activities to overcome,
by a common effort of the US and •erman side, the crisis
which now faces this project and its work. It seems to be
of little avail to pose the question of who is to be blamed
for this development. When I, nevertheless, set forth my
view op this problem touched upon in par. 2 - 4, I an moti-
vated by par 11 of your memorandum which expressly invites
me to do so.

In general I shall limit my comments to generaliza-
tions, but am attaching extracts from relevant memoranda
whidh support these statements (see Inclosure 1 a - n).

Thus, with a view toward clarifying my position with
respect to.the specific matters raised in your pares 2-4:
I feel it necessary reemphasize the following factual as-
pects of the development of this project during the past
three years and particularly the period since August 1948:

•	 - •.•

(a) All principal changes in the organizational structure
and redirection of collecting activities of.the German
organization have been discussed with and received the
Approval Of the US ComnuAnder.

,

From the time of the currency conversion to the
present, it has been quite clear to me that we were
becoming increasingly involved in a difficult finan-
ciarsituatidn which could well prove catastrophic to -
the project if the financial support were not 'increased.
In the face of constant assurances from the appropriate
.US officials, including specifically General ELM, that
funds would be increased and cuts should not be made, .
I delayed taking the necessary , action to reduce the •
operation.
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It is true to an extent that EEIs plus the verbally .

given .opinions of the highest authorities on the US
side have exerted a strong . influence on the line of
development which this project has taken. This was
necessary only because of the complete absence of a
directive giving collection priorities prior to the
late autumn of 1948. Ther.disparity between the sup-
port and the EEIs and the resulting obvious need for
clarification have, on numerous occasions, been cited
in memoranda to the US . side. *(See Inclosure 3 a - d).
In the absence of such.direction we attempted to in-
terpret the EEIs and develop a collection program

••consistent with

(1) Our broad mission of conducting intelligence
operations against the USSR;

(2) The highest priority for tactical collection as
consistently stated by all US .officials;

The indicated intelligence needs of EUCOM and
the Department of the Army . as frequently ex-
plained by recognized persons of authority from
the Intelligence Divisions of the respective
headquarters; and

The financial and material support available:

In this sense and from my viewpoint as the responsible
head of the German organization, the phrase "unplanned
and uncontrolled growth" presents an inaccurate pic-
ture. I Ao-not feel qualified or that it is approp-
riate to comment definitively on the planning and •
control as applied to the US side of this operation.

(d) Since the summer of 1948,.there has been a continual
but, in retrospect, inadequate reduction program in

—_progress. Occasionally at both 'the field and staff----level it has been necessary to employ new individuals
to meet specialized current needs. These have hot,
however, been sufficient in number to, in any measure,
negate our redUction program.
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(e) The lack of US participation in the operational
activities of this project has been the underlying
cause.of some of our most difficult problems. As
early as 1946, I Urged General SIBEHT to ensure the
assignment of qualified US intelligence officers with
operational experienee. The failure of the Arm to .
solve this 'problem*was.one of the main factors behind
my written statement to General HALL on 5 February
1949 that continuation of the project under EUCOM-7
direction was impossible (see Inclosure 2 a and b).

'The origin of EEIs with "various US agencies" appears
to be essentially a US matter since EEIs coming to VLS

are normally identified only as coming froMEUGOM.
Some independent direction from USAFE has effected
the TW interrogation project and the signal monitor-
ing program.

A theoretical division of the monthly allocation of
funds ($125,000) among the 3,000 individuals of the
prdject would provide each individual with the sum of
approximately $40 per month. Prom. this fund he would
live and support his family, pay informants, border
guards, informants and cut-outs not included in our
organic group of 3,000 and . defray part of his over-
head expenses, including operational supplieS and
fuels and lubricants for his operational vehicle, if
his particular duty necessitated the availability of
a vehicle. Thus it is clearly evident that the or:-
ganization with its demonstrated productivity could
only have achieved its goal by directly or indirectly
capitalizing on the desperate economic plight of the
European peoples and the resulting black market. With
the exception of the few expected cases of individual

• opportunism, however, increasing the intelligence . 'pro-
duction on the USSR has been the only motivation be -
hind .this. practice which, ram sure, has been charac-.

_terieticof.all US and Western European IS activities
',in,.Eirope, particularly Germany, during the postwar
period. Thus, I do not consider valid the inference-
that the possibilities of .black market financing was
a decisive, factor in planning the scope of our acti-
vities to' a greater degree than it has influenced the
planning of any other Intelligence organization en-
gaged in the agent. type operation during the same
period.

3
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To this organization, the fight against an expansion
of Communism conducted with the means of an Intelli-
gence . Service and in cooperation With the United
States, is not merely a "job", but a mission to be
pursued with all the means within the framework of
our possibilities at a spiritual level. Of course,.
we have always tried to achieve . a maximum of results
with the allocated means. Taking into consideration
that:

(1) During the current fiscal year, an average of.
. 8,000 reports was received per month on the basis

of an allocation of $125,000, i.e., slightly more
• than $15 tor each report inclusive all incidental
expenses; or

With a total strength of approximately 3,000,
an average of about $40, including all extras,
is available per month for each member of the .
organization;

As a comparison, these funds amount to about 1/6
of the sum spent monthly on the maintenance of.
the Bavarian Rural Police with the strength of
7,000 men;

In terms of dollars, this organization accord-
ing to my estimate - required an expenditure which
amounts perhaps only to half of that needed for
the upkeep of one US Army regiment. The expen-
diture for such a regiment may bear fruit in a'
later war, when this has been won. However, the
costs required for the maintenance of an 'efficient
Intelligence Service 	 a substantial profit
.already prior to such a,war, inasmuch as such an
Intelligence Service may be a . decisive factor in
the efforts to prevent a war altogether or to
postpone it until a moment when the European
situation' has been consolidated to 'the 'advantage
of the Western Powers.

We have every reason to point out that our or-
ganization is probably operating cheaper than
any other Intelligence organization of a similar
type.

4
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Summary: 

: I am quite in agreement with your feeling that there
appears little to be gained at this time by attempting to
fix the relative responsibility for the failure to take -
the necessary actions to have avoided the present crisis.
In retrospect f.criticize myself primarily for not having
taken . decisiVe actions when the necessity for such actions
was -clearly indicated and no positive action from the US
side was forthcoming. This error in judgment on my part
came from placing too much confidence on the words of high
ranking US officers. Among these officers was General FIALT!
who, as G-2 of . EUCOM, : was fully responsible for the conduct
of our .operations and who, late in 1948, promised in a
rather concrete form additional 8500,000 for the current
fiscal year. Fully informed about the serious situation
by the letter from 34 of 5 February 1949, he again avoided
a decision on , a reduction of our organization in a dis-
cussion held late in February, by promising his help to
overcome our plight. It must, therefore', be stated that
the steadily rising scepticism on our side was again and
again disarmed by high•ranking US officers; whose authority
could hardly be doubted. This confidence was supported by
the reflection on the German side that the considerable
reduction of an organization like ours, which was constant-
ly credited with the obtainment of 70% of the information
originating from the European Theater, could hardly be in
the interest of the United States.

II. The Present Situation

The present situation is characterized by the dis-
-crepancy between the available funds and the intelligence
requests listed in par 9. -

In Detail: 

--To-par 7: the sentence "The present level of support
is 3125,000. and funds for these projects (operations out-
side Germany) must Come from this sum" constituted a clear
decision .in the sense of par 1 of our memorandum dated 17
May 1949. In accordance with, the facts mentioned in this
paragraph, this decision would merely theoretically neces-
sitate the 'following cuts in our budget submitted on 3 May
1949;

5

SECRET/RELEASE
TO GERMANY ONLY

247 Secret



6

248

I 	 11

I	 11[111 	
11
	

I	 II

Secret
Rel GER

94. (Continued)

SECRET SiCRET/RELEASE
TO GERMANY ONE!

1

• • ••••••

'II!
Ft

I II;

Overhead	 • reduced to about 49%

Intelligence activities in	 it •	 11	 20%
• Sovzone Germany

•

•
Operations outside of Germany 	 '42%

Since tliis decision had not been submitted to us in
such a clear-cut form prior to the discussions about re-
ductionlield with the individual suborganilation leaders,
these discussions were conducted 'on anUncertain, if not
wrong basis. Only the leaders of Suborganizations 120 and
22, in submitting.their proposals for a reduction, have
included the costs for operations outside Germany, into the
allocated fixed sum. The corresponding proposals of.all
other suborganization leaders were determined.by  the.ex-
pectation that projects for operations Outside Germany

	

submitted by them would be forwarded for consideration	 -
and possible financing outside of the budgetted allocation
of 8125,000. 34 and 7 are now faced with the Unpleasant
Situation either to hold renewed individual discussions
with the suborganization leaders under these essentially
changed conditions with a view to effect far more drastic
reductions, or to take these decisions without any prior
consultation with the leaders in the field due to the
pressure of time.

To par '9: Some entirely new Viewpoints become dis-
cernible, of which only that mentioned in par c ("Eliminate
Sovzone Austria operations") offers the possibility to de-
crease the operational expenses. However, this reduction
is only slight, amounting to about 87,500. Moreover,
par b admits some other minor savings (about $18,000).

Apart from that, the purport of this paragraph will
have a decisive influence on the new resolution mentioned
as indispensable measure at the end of the Comment on par 7.
In reflecting upon the extent to which this has to be ,done,

considerable discrepancy with the decisive sentence of
par 7.becomes visible at once. This sentence ay be quoted
here again: "The present level of support is 8125000 and
funds for these projects must come from this sum".

The demands incorporated in par 9 a, d, e, f, i and
the partial.demand in par 9 b lead to the following rough -
estimate of costs, based on an dollar exchange rate of 1:64
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a.' .Total allocation according to the
. budget of 3 May 49:.	 $150,000:

' To be deducted therefrom for
Sovzone Austria	 $7,500

Bli interrogation	 - 9,300.	 \-	 •

	$16,800	 $ 16,800 

_8133,200 $133,260
b. Total allocation for Yugoslavia,

Hungary, Bulgaria according to
the budget of 3.May 49:	 $ 36,550'

To be deducted therefrom for
Yugoslavia (total)	 $1,400
Hungary (50%)
Bulgaria (50%)	 11,700,

$18.075 $ 18,975 
$ 17,575 $ 17,575

d. Costs for Signal Intelligence operation
at its present level were included in
the overhead expenses of the budget of
3 May 49. They must be inserted
separately with:

e. PW interrogation:

f. Total allocation for Rumania according
to the budget of 3 May 49:
Deductions are impossible in view of
the requested extension of lines in-
to SW USSR, therefore:

i. For the maintenance of a well rounded
intelligence organization, the retention
of essential overhead personnel, i.e.,
at least_2/3 of the present leveli is

• •••••.	 considered,mecessary. Overhead expenses
according to the budget of 3 May 49:
Minus costs for Signal Intelligence:

2/3 Of this sum amount to:

Total: a+b+d-Fe-r-f+ i
• i.e. approximately

$243,825
1244,00c

7
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When considering the substance of par 9 with regard

to its flexibility, it appears that only par 9 av
efforts will be made to maintain the production level"
offers a possibility to change the above calculation.

Thus, the tollowing picture would present itself:
b+d+e+f+dadd up to a total of $110,625, i.e.,
approximately 8111,000. This would leave only $14,000
for operations in the Sovzone Germany, so that these
operations could be maintained only at 10,5% of the
present level.

On the other hand, if the realization of the theore-
tical consideration for a reduction of overhead personnel
as contained in par 1 of our memorandum of 17 May 1949
should be envisaged and combined with the considerations
underlying the above estimate, this would result in the
following picture:

•

b + d + e + f '	 344,625
i instead of 2/3 only. 112	 850.000 

894,625
i.e., approxlnstely	 895,000

j

d
Ili

11
Only after performing these rather forcible calcula-

tions, the full picture of par 1 of the memorandum ofI:1
Ili	

17 May 1949 becomes discernible, the item "long range
IL,	 tactical and strategical Intelligence" of this memorandum

■	
corresponding to itemg b+d+e+fof the above repre-
sentation.

It is hardly possible to prove tore clearly the dis-
crepancy between par 7 and par 9 of the mamorandam'which
is being commented upon here.. The elimination of this
discrepancy is a task insoluble for us.'

.	 •• The above comMant on par 7 and par 9 is based on a
merely theoretically calculating foundation. In 'practice
it must not be forgotten that the organization in its pre-
sent structure has grown organically, and that a so-far-
reaching procentual.reduction represents an uncrganic in-	 •
tervention, terminating the vitality of all IndiTidual parts.

V,

This would leave 830,000 for operations in the So y-
zone Germany, i.e., these operations could only be main-
tained at 22,5% of the previous level.
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I wish to stress once more 	 in accordanc
ONLY1.\113withYTO

oar political conception it seems impetative.that the pre-
sent crisis, with which our organization is faced, be over--
come by a common effort of the American and German elements.
Therefore, the -Yellowing is considered necessary:

(a) That all operations outside of Germany be-put on a
project basis; that a decision on the submitted pro-
jects, including PW interrogationi be reached within
the shortest possible time; and that the granted sums
be placed at our disposal without delay. This applies
particularly to those projects which have already been
initiated and are bearing results.

.(1) To reach a decision on the problem whether a so drastic
reduction of our tactical intelligence activities in
the Soviet Zone of Germany should actually be effected
in view of the desired preservation of a . well rounded
organization. If this should be answered in the ne-
gative, the fixed allocation of $125,000 for overhead
and tactical intelligence activities in the Sovzone

• Germany would have to be increased accordingly. •

I am completely aware of the fact that a drastic re-
duction of the organization is unavoidable. It has al-
ready been initiated. However, if things really are as
stated in par 7 of your memorandum and if no speedy and
positive decision should be taken on par (a) and (b) of
my summarizing comment, this reduction will take such forms
that we are really afraid it might lead toa disintegration
of this project from within. To be sincere, I must confess
that the financial plight and the prevailing uncertainty •
as to the scope and character of its future missions may
well have shaken the confidence of our co -workers'in the .
US-German leadership of this project to such a degree that--
this may be the beginning of an unavoidable disintegration.

Should it be found out in the course' of the next weeks
that, due to the initiated drastic reduction of personnel
caused by a prolonged financial crisis, the confidence whth
is indispensable to the continuation of our work has been
lost irreparably, the only way out would be to dissolve the
organization and to rebuild it in a different shape. The
same applies if the condition stipulated in par 7 of your
memorandum - allocation of $125,000 for the solution of all
our tasks - will be maintained.

III. Summarizing Comment 
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31a ,	 4 July1948	 .•

MUCELANDUM TO: 23 

• It could be gathered from many reports and discussions that pmaAtimblaly
all the idA l s are quite worried at present about the question of fmnds for
the July budget. The funds in Mark which h.eve been_alloditesi_sc_t_jaa_an
intermediate aid are not sufficient to cd1.1., on the work at the present 
scale, especially for the WA's, who up to now have only received - a relatively
small amount in Mark.

•
4 1;

	

	 The funds in Dollar, already paid Out for July up to the amount of the
old Lollar allocations; can only be used at . a very unfavorable rate of eX-

::.

	

	 change. As the fixed costs of the orgeoi%ations cannot be reduced by a con-
siderable margin, the prices having remained the same, there will really
remain only small amounts for the actual purposes of the organization.

It has, therefore, become  necessary to find as soon as possihle.an
intermediate financial solution for July and inform at once the .organizations
hereof, so that they have a foundation to build up their work.

As the development of the economic situation and the valuation of the
nem currency cannot yet be ascertained, 23 should put an amount at the dis-
posal of 34 as soon as possible,.enabling . the latter to help the organiation
in overcoming their financial difficulties in July.

34 a

11,1
,14

II
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TO:	 23

SUBJECT: Justification of Budget

The expenses for the organization have not gone down after the money
conversion, the prices for vital goods having remained the same on an average.
.0n the other hand, the value of the Dollar in relation to the mark has gone
dawn considerably, just as the price for cigarettes is now only a fraction
to the farmer price. To give an example: Before the currency reform, the
price of one carton of cigarettes vas 800.-BH. with this amount the fares
for railway journeys of 10,000 km could be covered. Today the carton of
cigarettes nill bring only 35.- DU, an amount nhich does not cover 600 km
railway-fare. This . goes to . illustrate that . after the_euruncy_reform_not
the same results can be obtained viith.tte_S4MeXqn4s.as_befOre_t.he_PPneY
conversion,.

The necessary funds are being estimated as follows, taking the conditions
after the money reform into consideration:

• J
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Inclosare 1.c

11 SepteMber 1948 

Minutes of the First Meeting

orthe 7821 Composite Group Budget Board.

• •••••-•	 -.4

Mr. BERME, poihted out the facts which wauld result from tbe_allotment
of on17 ,L25,000 per month. We would have to cut the....t..ACLUQB1 intelligence
from 1/3 to 1/2 and the strategical intelligence from 112 to 273. 7.1.1e str47
tegical intelligence is in worse shape because the tactical intelligence can
completely exchange their currency, while the strategical intel ligence can
only partly exchange theirs. The inevitable result will be a considerable
decrease in the amount of reports received from the field. The number of
reports received before the first reduction amounted to 8,000 reports, now
we receive only 6,000. This shows a decrease of 2,000 reports. There will
be another decrease in case more cuts are necessary due to a further reduction.
of money (possibly to about $80,000).

For the last year, the orgapi7ation dissolved all the unproductive nets.
At present we have only good nets. If we have to Out dawn ut will lose valu-
able personnel. The people concerned will then be .lost forever.

Col. BERRY asked for the proportions of how to cut the tactical or the
strategical intelligence. Mr. =DAM answered that the decision  of where to
cut is not up to the German organization.  We should have a priority_of_BElls
from the American side. Col. BERRY promised to get this priority as fast as
he can. Some time ago, Major STRONG had Already promised to send a priority
list, but nothing arrived so far.

Capt. S1TAARINGEN stated that Maj. STRONG and Col. MEYER had assured him
that we would possibly get a dubstantliTincrease very soon. Be suggested
not to make cuts right now, but to wait for approximately two months before
taking such measures, if then. •

•

------	 Three possibilities were discussed how to cut nets:

(1) To keep the net alive with email means, the net working only to a small
Rxtent;

(2) To cut the net off completely and to have other nets active;

(3) In case we can wait with the payment of our debts, VB cancontinde to
keep all nets active, adding from the reserve and waiting until the final
word comes from higher headquarters.
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Col. BERRY agried that we should wait until this has been talked over 
with EUCOM.

HERDABL. emphasized that it mould be a serious step to make more cuts
• and that, in case we are forced to do it, EUCOM and Washington should be in-
forme04 He mentioned A Tau possibilities of how to save some money, but these
are in no comparison to the total amounts of the discussion.

2
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TJEMORANIUM. TO: Col. SCHOW 

THRU	 : Lt. Col: BERRY

Inclosure 1 d

13 September 1948'

• 414.•-• 	•• • .4, •

Already befdre the introduction of the currency reform, the financial
means available to this project were too limited in relation to the required
information and the extensive activities of this project. That it has been
possible, on the whole, to furnish the required information in spite of the
above disproportion is certainly due to the fact that almost all co-workers
of this project have been motivated by idealistic considerations, which has
made our project by far the most inexpensive intelligence service of the
rorld.

The appropriation of 4125,000 per month after the introduction of the
currency reform, in its actual effect, represents a considerable reduction
of.a budget which itself had not been adequate.

This reduction has led to a temporary suspension of the planning in the
field of strategic intelligence activities, -which had been necessitated by
the received intelligence requests. Furthermore, due to the shortage of means,
also the tactical IS activities had, for the time being, to be reduced by
30 - 50%. After a consolidation period of about one year, during which all
but first-class connections had been dropped, the above limitation of our
tactical IS activities is on the point of affecting the substance of our most
reliable connections. In this connection, it must be pointed out that a
severed reliable connection cannot be resumed at will. -

I feel obliged emphatically to point out this fact and the certain de- ,
cline in the number and quality of the information which it will be possible
to obtain.

But there is still another factor which has an unfavorable effect on the
activities of this project.

----"- Prior to the beginning of the new fiscal year, the German chief of this
project submitted to the CO a proposal for a budget, which was adjusted to
the received intelligence requests. Thereupon, prospects were held out to
me according to which I could expect an increase of our financial means. But
instead of this, I was informed On 11 SepteMber 1948 that, effective immediate-
ly, this project had to reckon with an even sma11er sum than 4125,000 per
month. This reduction was explained by the fact that henceforth the rations,
PI articles, POL books - contrary to the former usage -moUld have to be in-
eluded in the 4125,000 allocation and that, furthermore, additional payments
rill have to be made to cover a debt of about $13q,No. This constitutes
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such a considerable reduction of our financial means, which have been in-
adequate before, that the immediate reduction of about one third of the
activities of this project must be decreed.

If there are imperative reasons for such a reduction of our financial
means, it is not up tome to argue about it.

Valuable results may be secured with a considerably reduced project on
condition of a corresponding /imitation of the reauested intelligence it is
true l_jiowever, it is Absolutely necessary ihat we should be informed, at 
least 6 months In advance, what financial means will be availJableitItLi.
project. Only such an information mould guarantee:

(a) Accurate financial planning by subordinated organization leaders;

(b) A prior and timely planning of the activities of this project;
.(c) The elimination of human hardships and security threats to the operation.

A discharge without any previous notice requires a cooling-off period of
about three months for the effected individuals, and causes additional
non-productive costs to the operation during this period.	 •
I should appreciate very much if I were informed, in due course, about

the financial means which this project can'definitely expect for this fiscal
year,	 •

• In submitting this memarandam, I believe to serve simultaneously the
interests of the designated Commanding Officer of this project.

JtL.-Kc
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29 SepteMber 7.948

MEMORANDUM TO: 23

. A statement of expenses for September 1948 dhows that the amount of
$125,000 has already been exceeded without taking the expenses for QM items
and other supply into consideration. lith a heavy heart the leader of the
organimation had to make . the decision to dissolve the reserve fund created
for the emergency case and to take the balance from this fund in order to
still prevent for this month touching upon the very substance of. most re-
liable and excellent connections.

• ••••-•	 -

-•••

As is to be seen from the statement of expenses for individual projects,
attached to the, budget estimate, there was only a fraction of the actually
required funds at the disposal of the organization to comply with the various
requests. If the organimation was, nevertheless, successful in cimplying with
most of the requests, this was done with the aid of varihus financial trans-
actions and making use of the personal credit of many members of the orgarima-
tion. In this manner the organization succeeded in manoevvering .itself over
the first three months of the nen- budget year.  Rut the Methods hinted at are
undesirable ones and cannot be used permanently. Also the Money lent'has to
be paid back at one time or another.

The budget estimate submitted by the organization before the beginning
of the fiscal year 19.48/D haorbeen madi in accordance n'ith ihe requests for
information received_by_the organization. In order to direct the work of the
orgnimtation properly and give the orders for intelligence work according_to
plans, it isabsolutely necessary to know definitely which financial Allowance
the °reanimation mill be able to count on finally for the current budget veal..

Should it' notbe possible to Allot the funds necessary to fulfill the 
tasks set to the organization, then the question arises whiCh  steps will have
to be taken to bring the tasks of the organization into accord-cat:Hits funds,
For one thing a priority for he individual information reauests could be
fixed, mhereby all those requests zhould be cancelled for which there load

--not be enough 'money. The requests from. the 	 side which could not vet
be started .due to the lack of money would have to be finally dropped„ They
represent mainly those requests for strategic intelligence going into the
interior of Russia and into the bahlt parts of Poland and Czechoslovakia. The
decisive importance of-just those requests, 'especially for target information,
is not underestimated. But the expenses for strategical intolligence work
are so excessively high - for instance, one single commitment to Rumania costs
at least $1,000 L that this Work could only be done by dzapping an important
part of the present information work. It is for this reason that up to now.
the request to. build up an agent radio net and long range direction-finding::
could not be complied with.
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• As all connections which were not . first -class ones have already been

dropped during the course of the fiscal year 1947/48, savings can only be .
made by touching on the substance of excellent connections. It may be pointed
out too that these connections cannot be picked up again ad lib. The capital
invested in these connections is, therefore, definitely lost. It &bald also 
not be overlooked that even a sudden dropping needs at least three montiatime
as a cooling-off period for the respective parts and in consequencp can-es 
further expenses for this period.

The present work could be cut down in this respect that all expensive
requests are being dropped, e.g., especially the largest part of the stra-
tegical intelligence. But one could also make less exact the.picture of the
situation for the areas near the border (Soviet Zone, Satellite States), which
at present is composed like mosaic work of innumerable.individual reports,
by procuring only a few individual reports and then drawing conclusions for
the whole situation from these few reports. That thereby the present exacting
methods of work would be dropped and that the . results . of the work vould partly
be left to chance, one would have to take kaowingly into the bargain. Cer-
tainly the expenses could thereby be reduced considerably, as one commitment
into the Soviet Zone after the money conversion is costing nevertheless almost
3 5.000 Marks.

In summarizing from the proceeding pages one can state that a decision 
regarding the following Points will e necess_atZ.:

1 (1) To fix definitely the funds at disposal for the fiscal year 1948/49 as
soon as possible.

i
(2) To give a priority list to the American requests.

(3) To give a decision regarding a possible touching of the substance and
the dropping of most valuable connections.

To fix the budget for 1949/50 until January 1949 at the latest, so that
a timely planning at long sight is made possible at all.

2
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a	 8 October'1948 

Note

Regarding Discussion 34a with Lt.Col. BERRY on 8 October 1948.

(1) C ol. BEMY firstly confirms that on  the eveninZ. of 7 October 
said to 34a: Do not reduce under any circumstances. Keep the organiza-
tion in its • esent state of eff • ci	 so th t 't an zo 9n fulfilling
its present tasks. I cannot make anv promises but I an convince_( that
you will get  considerably larger funds. This is 'the irapression I have
brought along. from the States.

(2) Col. BERRY stated that General LAY had sent Trord through Capt. BDTcHip.5
that he not at al/ ameed	 any_reduction in our activities nor-To-The
proposed priorities. 7ath those latter the strategical demands of the
Air Face Trould be dealt rrith insufficiently. LE WAY would do evgorthing
in his power to.. create . the possibilities that his inf_g_rrna-tion diesends
would also be complied with. He would get in touch with General CLAY
and would also get busy along those lines when going to the Sates now.

In summarizing, Col. BERRY said: "Therefore no reduction , " If necessary,
take money from the reserve funds. He _would_49_ev!r91411g.e.,c9lo
up the reserve funds again.

1015 hour: This information handed on to Mr. HORN and Mr.WOLLiAr NN. Both
• agree that ht. SCHACK should also be informed.

is) Deputy CO
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31 December 1948 

VEMORANDUM TO: 23
SUBJECT	 I Budget

6. Accoraing to the kind of work, each organizational decision 'has its
.effect not before three months. Therefore, it has to be decided immedia;tray
whether 52% of the organization in the field must be cut off. This would
mean thahr's reduction of the organization would become effective on About
1 April 1949, so that it would be possible to balance the budget from 1 April
1949, not before that date. This decision win highly influence the efficiency
of the orvill7at1on for a  long time._ ThereforeI  propose to take up this de-
cision mith higher headquarters. It must be stressed that dropped parts of
the organi7.ation cannot be reactivated and that several months would be -re-
quired to rebuild the organi7ation to its present size and efficiency.
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Inclosure 1 h

34 a	 6 January 1949

•	 Note.

Regarding the Conference 23 - 31 - 34a and later on 75 on 3 Jan 49

at 1630 Hours.

SUBJECT: Financial Matters

.	 34 points out that in this case orders for reduction of activities should
be given at once.

23 decides then that this should not be done at the moment and that a
final decision should be postponed until he returns from his journey at the
end of January. Up to that time it should also be knorm that the result of

I General RAM's trip to the States had been, e.g., if we could expect more
; money.

23 believes that he could take the responsi:oility to postpone the decision,
especially as he felt certain that we would actually get more money.
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34 a •

	

	 12 January 1949 

No te

Regarding the "conference 23 - 34a - Major LEFFIMS, - Capt. ' WALDMAN

on 7 January 19h9 at 2000 Fours. 

oe..3

23 points out that the orpni zation has saved in any case paynent for
QU items for January, that now only payment for QM items for February mould
became due and that then a reduction of activities mould become necessary in
any case unless the allotted funds mould be raised. 	 _-

34a emphasizes that any reduction of activities would become effective
only three months after beginning so that meanmhile we mould get into finan-
cial difficulties.

23 then states that he had planned, in case expected ad rational funds
mould fat) to arrive, to stop the total activity for the Air Force, the ex-
penses of mhich are estimated to amount to about 25% of the total expenses
of the organization. Should he talk at the right moment of such a step this

;mould have such an effect that the Air Farce mould be forced to give aid at
lonce. The present aid given by the .Air Tyree consisted only of 7,000 gallons
of fuel - . about 384.-.

•

It is agreed that there  is nothing 'else to do at_present but to keep_
stea4y nerves thouaL the present situation is an unpleasant oug„macially
for 23 mho alter all is.1.11-.1.m-red:Wasible.
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2,4_110NANZ_ 94

Dear Colonel Philp,

The great anxiety I feel tOward the continuation of
our work makes me write these lines to you. The great
eonfidenee we all have -1n you, who has been eon:mated
with this eork taittst ita very beginning, encourages me-
te use free and open. 'mato invoicing this uneasiness.

Prom the beginning, I resolved to by sky very best
to win the moat cualified German amenities for unre-
served cooperation with the USA. In doing so, I ems
motivated 117 the following convictions*

(1) A show-dm between East and West is unavoidable
inthe.long run.

(2) Every Gera= is under Its obligation of contributing
his share, so that Germany is in a position to ful-
fill the *lesions incumbent on her for the cannon
defense of Western Ctristian Civilisation on the
side of the Western Powers.

(3) Tor this resson4 everything should be done to
strengthen the leading power of this oonetellation,
i.e., the USA, as far as this wan compatible with
our national consoioses and our personal honor.

(4) The epoch of the conventional national states has
been superseded by pester conceptione, such as the
Union of Western Etropean States and the eommunity
of the Western oriented nations. This development
Oes not exclude the conservation of our national
oharaoteristies within the framework Of a West Geri..
con federate state.

(5) The above mentioned dirrelopment will neeeseari1,
make the =A the best oil meet Objective friend of
Germany retarding a rota/enable political and toonemiodevelopmen.
Alth
ught

ongh-yen are already fanillar with thee: arguments,I tho 	 it advisable to mention thee again in order to
it trees Kr attitude With regard to our vtorka

.10zr
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In the course of this work, I had the privilege of
making the acquiintance, both in the OSA and here, of
sainent rapreeentatives • your country. I (cherish the

Stuttect ArsAliede Vs than all for the nagnaninous under.
standing, which they have shown us in the °ours• of our
constructive work.

Sine* me bale aIwaye ivied to maks ills test of the
existing po.sibtlittSii leading US circles as ne, have
fully rsdia the extraweiinary diffienliies, which we
have bad to faoe in earning out our asilvities. It is
only in this tiny that I ran interpret the lack of support
which repeatedly endangered the continuation of our work,
although it should not have been so diffienli to grant us
*1Jsupport. May I mention the following amplest

About stid.august 3944, general SIBS= ;ovulated to
aseign an adequate number of VS officers experieneed
in I natters to this project.- Roweveri until August
1947, only one such officer, i.e., eapt. SLUMS, was
available to the Commending Officer. Only after this
tins, some off/sere have been succeseively assidzsd.
Of ease, in ny opinion, Major BAIRD end let, =S-
LIMS mere entirely unqualified in the IS field,
capt. SWSAMINGSR is unqualified and Major IMERS
has only limited qualifications for the work dons
by thos-bers. It need not be particularly mentioned
that ite RICHARDSON, due to his profit:nu, assignment
as Public Safety Officer, has speedily festillarised
himself with his work, and that Major ULM, keosnee-
et his experiences in OSS, is a very great help to us.

In owing this, I nay be countered to the effect
that I en in no position to judge the VS efficers as-
ciSmed to this project. Sommer. I trust, mu=
grant ne such a privilege with regard to the 26syear
period of my 'unitary service and the many years of
experience I home had in the speelal IS 11A2A4 the
explopment of well lialified VS offieere, experienced
in the nal& of ra where, is of decisive practical
gag psychological impwrbumee is us The utilisationof smaualifiet officers, en the other band, minuet butlead is an sainsmining of confidence of the Genie 'o-verbore, brooms* weak 4 EtruntalttgelralelLta WOWthe conslusion that the	 to hefully appreciate the lisp7AZeos and special moire.neat* of the IS. I wag , farthensore, like to point

2
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Out that the assignment of ouch qualified officers,
who have a fair consand of the Genoa language; is
of the	 cet importance for our entire work.

heEverybo e is auffieiwatly familia: , with the
functioning of an IS know, that personal contest
and °Willem* means everything in this field, and
that Zro  this reason, it is not feasible regularly
to ahangeofficers employed in it just as one changes
one's shirt. Therefore the lmtended transfer of
cape. WAIMAI, !War 5LtZR., and possibly Lt. RICE.
gla$06, the only experienced officers of this unit,
would have very detrimental effects on the *Maloney
of this organisation and would lead to the conclusion
that the superior headquarters are not suffiolently
familiar with the particular problems of cur work.
2y way of conclusion I must, therefore, state that
also in this point we have not been given the re-
quired support, although this would have been possible.

2) During the period that Col. LIE = was CO of this
project; the situation gravelling here 'became
tenable. The selection of such an officer, who obi.
viously lacked every understanding of IS natters, ham
adversely affected the American authority within our
entire organisation. This was parts-UT compensated
only by the fact that our organization had previouely
been given the chance of making the acquaintance of
awn like lir. Sea DDSSART, who, on behalf of OIL,
visited the various field agencies of this organisa-
tion frr sevaralweeks and who, through his extra..
ordinary experiences in the IS field, left a_pcmca■
nent impression. Also in the ease of Col, LIED/IL, we
sueeseded only after many months in briniang stout a
decision with regard to a change of the CO. All-the
www0S9Pwa3ing elnunotenSee were vary regrettable.
fhafaelt - tait Lt. IESTLINSZR got Width • small
fine • for-his enbesslauent of funds, in order to pro-
tect Col. =Int whose nest diversified activities
did not ressinsmknown to this organisation, has not
subsumed the confidence in the Mamie= sense of
justice, which has also suffered from the way in which
various polities/ trials wort eonineted. Rightly orwro	 the apparently intended transfer If the MostOM officers, inch as Copt. tamiu, Majo
m	

rMUM, and Poccibly It. MICHAUSOM is viewed in con-otion with tut IMEI, *mfr.

3
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On this occasion, I would like to tell you
quite openly that my own confidence in the future
of our common crease was so gravely shaken by all
these events, that I would not have continued in
this position if you, with uhom we have been ac-
quainted !ince the period immediately after the war
and from the very beginning of our work, had not
become the Co of this unit:

The conduct of-IS activities in a natter of
range pligeftiv4og. This includes lonr.rangs pl!=g
also in the field of finances. I am oompletel
aware that such financial ple rtting, due to UStudget
problems, has its special difficulties. In spite of
all our urging, which was dons an various oeceslope
in due course and which is on record, we have not
net with the possibleaupport in this field. For
instance, a considerable time prior to the intro-
duction of the  currstoy refbrm, we drew attention to
tne dirricultieW-Tio be ex-jmocted for our work, and

fulalii -lOt-UM.- a glue plight immediately after
this currency reform. If even the French and British
IS, which are supported by countries of lees finan-
cial means, succeeded in making the new currency
available at the lowest levels on the very day the
currency reform went into effect, it is difficult to
understand why ouch a settlement should not have
been possible to the US IS.

The currency reform has resulted in an overall
picture of the finenelal situation of this orgenise-
ilea, which rftuitenimmediatedecisioneither
drool:lean,' to ouVnIWILeionnd-ttheastivi....ties conducted by it or to allocate the 
quired  for the continuation of this uorertinNs.vlqii7enient. , I have subnitted the required recordsin w Manerambn dated 31 Deeedber 1,48. In the two conferences, which were also attended by some santl..men Tres wee	 tun !rewire told that our eeLs
abOuis oh(2ime as before,	

gps
since we 'Wald expect prepoftiöjsl. increase of

DI. =new or this eeniiMisation, no ohmage in theof this organisation has been effeeted.sofart s:ad suing to the assistance rendered by MOON
by the Uwe*? of a smaller exeunt of money, the

4
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period until the end of January mould be bridged.
Saw, the tins has sone for a decision, the ft.%
being stressed that all neasurte to be taken for
a reduction of our organisation require a wind-op
period of about 3 months.

In order to furnish an additional minor example of
the effect of a decision, which we have difficulty
IG understand, I would like to point out that Mrs.
MALDMirs unsmpected leaving this organisation in
the next days would lead, to a considerable reduction
of the smotart of reports handled by as, since no
qualified replacement is available and no officer
can be made available for her formaraissions
out detriment taother important leeks. Moreover,
the editing job requires a prolonged period of fsm-
iliaxision. Otherwise, lack of experience as to the
W&7 of **operation with the translation section w1/1
lead to a great nnaber of mistakes, ditch it will •
take some tins to eliminate.

In writing these lines, I have aelected only a few
points to Characterise our situation. I would like to
strews once more that my belief in full US-Gernan coopera-
tion and the basis fairness of the US agencies-with control
of our work, remains unshaken in every respect. This is
largely due to ths personal contact with a number of
eminent officers who are outstanding in their respective
fields, such as individual-representatives of-the War De-
partment; GenemilMALL, Oa. $NOW, and I4.Ool4 Earratanam
in Zuropel and last but not least, you yourself. On the
other hand, I swat confess that such confidence does not
exist regarding the efficiency and competence of those -
parts of the US IS with which we have to perform our waft.

Mince I smresponsible not only -bathe Da as tO the
stationary and loyalty of this organisation, but am sisal-
%memoir charged with the responsibility, vis.a-visi theentire circle of the German co-workers, for the continnity
of our work and their personal security, I feel obliged
to submit to yen, in a If* days, some amendment, Of the
Organisational Directive for the 7821 Composite Group,
dated 13 October 1,03, and of the various pertinent supple-
ments, since several points are not acceptable to no'their prosiest form.

sfi
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I em perfectly aware that certain difficulties are
'inherent ti the particular nature of our work. For this
;reason, it gee= to	 all the more necessary that all
,ressonable US help for eliminating the avoidable diffi-
celsshould be granted to us by the competent US
agencies. Should it not be passible to grant such

' assistance, the continuation of our work would lose its
neeessary basis and I would feel obliged to pepose the
ilissolution of the entire organisation* It gees without
oaring that in inseh a sassy I would take all measures to
effect the dissolution in the most loyal manner. which -

'would in no way affect the political interests of the US.

6
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2 February 1949 

• Copy of a Memorandum Forwarded to 001. PHILP

'oh 3 February 1949

I.

II. For months . I an asking now for clearness concerning the financial means,

I

which are available for the operation in the future. I stressed that it is
not the point to have more money. The point is to have clearness. Even if

i we do not get more money, I an satisfied; but then I have to cut down the
; organization for about 40°, since the dollar dropped about 40° in value as
, I forecasted. Every time I was told not to cut down, because our Rinds
I would be increased. • 	 .
i
.	 Since summer 1946 I was asking for the support by .a sufficient number
i of American officers With the necessary background and experience. Up to

now, this request ,was never fulfilled, not even irrthe utmost limits required
for our nark. In the cOntrary, the few experienced officers we have are be-
ing transferred - a fact nobody here or in the field will understand..

T/T. I come to the conclusion that I cannot take the responsibility for. the .
.,operation neither toward the American nor the German side, unless measures

are taken immediately to fulfill these requirements mentioned above. If not,
have to resign from my position. I know that the leading personnel in the

Eoperational headquarters as Tell as in the field will not be milling to con-
tinue  their work in such a case. Therefore, I will present a plan for dis-
solving the organization over a period of several months. I assured General
SIBERT of our loyalty. Therefore, the dissolution wili be carried out in

;i such away that the American political interests rill not be hurt:
:;	 •

. Our political conception regarding the cooperation with the United States
' lad not change. Therefore, I regret very much that I have to make this deci-

sion. Anybody-who was in charge of large intelligenee operations must agree
i that under these conditions which we are ' experiencing, it is impossible to .

work. If these conditions will not be changed, I am not willing to lose my
•Ireputation by working without the necessary support and the fundamental.1	 .,backing.
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5 Febru 	  y 1949

VFMOBANLOU TO: Col..PifILP

Measures to Be Taken to Cut Down the Organization

Due to the Financial Situation

II. Conclusion:

• An immediate decision wil; have to be made to cut dorn rigorously the
organization. The following measures are intended and already Initiated:

(1) To cut down the total of the members of the organization from 4,000
to 3,300. The decrease will be carried out in each sub-organi7ation
proportionally.

( ) To stop all activities nhich need money beyond the 'normal routine work,
such as:

(a) Operations to fulfill newly received or special briefs.

(b) Establishing of special courier lines to speed up the flew of
incoming reports.

(c) Training and establishing of radio agents.

To dissolve three sub-organizations. The most efficient parts of them
Should be taken over by other organizations. The way of carrying out
this step has to be studied in detail before going into effect.
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Dear General Hall:

5 February 1949

.	 Anybody who is experienced in our operational Intelligence work knows
that planning is a Very essential part of the operation. Planning is based
on the requirements and also on the funds given to the operation. It was
Absolutely impossible for me to obtain from the American side a definite
statement concerning the funds allotted to this operation in time, i.e.,
3 - 6 months ahead. Repeatedly, I pointed out in memorandums and discus-
sions that the operation cannot continue on its present scale, if the funds
were not increased.. I also clearly stated that, if the funds are not increased
and we have to continue to work with the amount we receive at present, we can
do so, but would have to reduce the overall organization. However, I was
told again and again not to cut down the operation because additional funds
-.n.culd be made available.

As far as I am concerned, I am convinced that a direction and control of
this organization byIntelligence-Division, EUCCE, is absolutely impossible.
Mth the exception of a very snPl l number of officers from the Intelligence
Division, EUCOM, I an convinced that the majority of the officers also at
that headquarters have no operational Intelligence background and, therefore,
are in nb position to take decisions concerning the activities of our opera-
tion. Therefore, I propose that an imediate change be made in the subordina-
tion of this organization. I propose that this organization be placed -direct-
ly under a headquarters dealing with our kind of undercover operations. A
solution Should be found, which assures the fulfillment of the requirements
of EUCCM. In case you are of the opinion that such a change is impossible,
I would appreciate that you would inform me, because then I am forced to
execute the dissolution of our organization according to the proposals for-

. warded.
I am very sorry that the development took such a turn, but I am also

convinced that I cannot take the responsibility for the future work to be
continued under the prevailing conditions. It is impossible to concentrate
on the planning and execution of our missionmrhile facing continuously the
obstacles artificially created by lack of understanding.

.Under no Circumstances mould I wish to create a wrong impression of my
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decision not to continue miorking unless the present conditions are changed.
I shall always remain loyal to our mutual cause. However, nobody can expect
from me to do a job without providing me mith the basic requirements for our
work.

By cloins this letter, let me stress again
'
 Sir, that I am regretting

deeply the development, and also that I have to ask you for your personal
help. Both of your visits here allowed me the personal understanding you
have for us and our problems: The confidence of all of us in you gives me
the hope, that by your personal action the matter right still be brought to
a good Conclusion, and to find a solution vetich mill fulfill the basic re- -
quirementt for our work in 'the interest of our mutual cause.

2
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Excerpt Copy of a Memorandum to General WALSR

dated 5 June 1948 

During the last months, I have repeatedly requested that an Operations
Section Should be formed under the management of the officer who has done all
this work for 18 months, and that Col. T.W.RRT Should arrange his work accord-
ing to the same principle as I do it myself: He Should reserve for himself
the decisions on fundamental questions but, otherwise, leave a free hand to
his officers. However, Col LIEP4, did not decide to bring about any altera-
tion until he realized my determination to appeal to the next higher head-
quarters in case nothing would be changed. Instead of making the two offi-
cers the nucleus of this Operations Section, who have a first-class knowledge
of the total organization, its working methods and its mentality, and who
have the complete confidence of all field installations, it is planned to
get a number of new officers and to assign a new Lt.Colonel as the Chief of
this Operations Section, who is not acquainted with us and our working methods.
During conversations with me, Col. Llt,,SIA,t, emphaSized that he wanted combat

- qfficerS only and not officers from the Intelligence branch. Exactly the
contrary is necessary. The two officers who so far were brought here by Col.
LIBEL, Major.BAIRD and Lt. KESTIMIGER, are nice fellows but quite unsuited
for their jobs. I request you, general, to take into consideration that I
have succeeded in securing for you the best German staff available for our
work. If the American side has not likewise assigned only the best of the
available American staff, it is a psychological-disadvantage and detrimental
to the American cause.
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Excerpt Copy of a Memorandum to General HAIL

dated 54ebruary.19149

It is very obvious that this operation needed more experienced US Intel-
ligence officers. However, with the exception of the new Commumiing Officer,
Col. pim p, whom we know for several years, and Major WALKER, Capt. WALTEAN,
Capt. RICHARDSON, and Capt. REDDEN, no Intelligence personnel with experience
in agent operations or special background was assigned to this operation. We
received a nuMber of officers who are absolutely unfit to work with an Intel-
ligence operation of our kind. They do net possess any Intelligence experience,
have no knowledge of the native language or of German mentality, and also part-
ly do not have the right attitude toward the organization. Not only that they
are not able to give the necessary support to the operation because of lack of
knowledge, they are partly also hurting the operation by starting mutual dis-
trust and lack of confidence.

AS you already know, v.e are just About to lose two of operational ex- .
perienced officers, and I also will never understand why, for instance, Capt.
11ALDEAN was transferred without first sending a replacement who could have
been briefed and oriented by him prior to his departure. I cannot believe
that Intelligence Division, ETCOM, was not able to do that. It proves to me
the complete lack of understanding of our requirements, particularly in the
personnel policy, and at the same tire, I can assure you that at the present
situation, we are not capable to work without experienced American Intelligence
officers. Therefore, I am requesting a definite change in the US personnel
policy as far as our project is concerned.
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of a Verbal Note Read to General WALSH on 19 May 1948 

on the Occasion of his Visit

SECRET

000.4

Your special attention, general, is invited to the Problem of funds.
The amount of the required funds depends on the orders given to us. There-
fore, I 'ordered the calculation of the costs for each separate brief.

I do not know the amount of the funds rhich can be made available to
our orgawmation. It might be necessary to decrease the means by eliminating
some of the briefs. 	 •
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. 11 September 1918

Minutes of the First Meeting

of the 7821 Composite Group Budget Board.

Col. BERRY asked for the proportions of haw to cut the tactical Or the
strategical intelligence. ur. HERDABL answered that the decision of where
to cut is not up to the German organization. We should have a priority of
EEI's from the American side. Col. BERRY promised to get this priority as
fast as he can. Some time ago, major STRONG had already promised to send a
priority list, but nothing arrived so far.

Capt. SWEARTNGEN-stated that major STRONG and Col. METER had assured
! him that we would possibly get a substantial increase very soon. Be suggested
! not to make cuts right now, but to wait for approximately two months before
taking any such measures, if then.

(see also Inclosure 1 c)

SECRET/RELEASE
TO GERMANY ONLY

277	 Secret



Secret
Rd GER

94. (Continued)

SECRET
Inclosure 3 c

SECRET/RELEASE
TO GERMANY ONat copy.

yWORANDUM DO: -23 

29 September 1948 

The budget estimate submitted by the organization before the beginning
of the fiscal year 1948/0 had been made in accordance mith the requests for
information received by the orgariqation. In order to direct the work of
the organization properly and give the orders for intelligence work according
to plans, it is absolutely necessary to know definitely which financial
allowance the Organization will be able to count on finally for the current
fiscal year.

Should it not be possible to allot the funds neceSsary fo fulfill the
tasks set to the organization, then the question arises which steps will have
to be taken to bring the tasks of the organization into accord with its funds.
For one thing a priority for the individual information requests could be
fixed, whereby all those requests should be cancelled for Which there mould
not be enough money. The requests from the American side 7dlich could not yet
be started due to the lack of money would have to be finally dropped.

(see also Inclosure 1 e)
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Excerpt from Letter	 al HM of 5 February 1949- 

S. As already stressed, before, my repeatedlysubmitted request that I be
informed 3 - 6 months in advance concerning the amount of available

' funds has not been complied with. Furthermore, there is an increasing
discrepancy between the r:FA's forwarded by the superior US authorities
and the funds actually placed at the disposal of this project.
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21 September 1949

Chief, Foreign Branch N	 OEM

. Chief of Station, Karlsruhe

Operational
Basic Considerations in Reviewing the.
Concept and Mission of IMO

trogrne_S C/ h-
1. Attached is a policy guidance letter from 111111111.

INN to Dr. Schneider, dated 20 September 1949.
2. An effort was made in this 'letter to' consolidate Wash-

ington policy guidance received during the past three months
on operational matters.

3. Normally, matters of policy received from Washington
are taken up verbally with Schneider in our almost daily . conversa-
tions. However, in my relationship with him during the .past ten
months,- I have learned that the impact of matter presefited to
him officially and in writing is considerably greater than of
those transmitted only in conversation.

4.. From ray point of view, this type of letter,addresSed to
Dr. Schneider and forwarded to Washington, is extremely valuable
in that it forces an attempt to arrive at an. objective position
reflecting both policy guidance from . Washington and the familiari-
ties . and pressures attributable to our intimate relationship with
the .German organization.

e.,--lc/g'eummis ime
Dtst:
4'2 - FEW w/enol
1 - COS wienel
2 - File
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MEMORLIDIN TO: Dr. Schneider

20 September 1949

MUM

• ...sr
.16 •••

SUB.YECT: Basin Considerations in Reviewing the Concept
and Mission of this Project.

.	 1. After careful consideration I decided to attempt to
.sift out of the Washington correspondence of the past few months
significant views on the basic concept and mission of this project
and present them to you, separately from the matters discussed
in my 20 September Memorandum "CoOrdination and Control of Nego-
tiations with German Political and Economic Circles and Repre-
sentatives of Western European Intelligence Services".

2. When, in the spring of 1949, my organization made the
decision to assume responsibility for this project, I immediately
posed numerous policy questions requiring answers of a categorical
and rather far-reaching nature. Answers to these questions were	 •
consolidated into a statement of the mission of the project and
transmitted to you in my letter of 15June 1949. This letter
and your subsequent reply of 22 June 1949 raised numerdus prob-
lems confronting us at that time. Most of these problems have
been solved or are now approaching a solution. The problem which
you posed regarding the considerable discrepancy between the
mission of the organization and the support allotted was resolved
by an agreed plan (attached as Annex A), which currently forms
the basis ibr financial and organization planning for the remainder
Of the calendar year. It was agreed that the budget for this plan
could be met from our promised or accumulated' resources but that
no reserve would be available: Since that time we have agreed
that funds accruing from sources not considered in our original •
planning would revert to e reserve fund to be spent for purposee
to be specifically agreed to by both of us. This fund is currently
accruing at the rate of 46,0005monthly, from savings made through
the gratuitous issue . by Military Government of certain operational .
supplies the payment of which as provided for in our planning.
Elimination Of the necessity for supporting the project through
extensive black marketing has greatly improved the security of the
'prtlént as well As the moral atmosphere in which we work,

.3. In accepting the plan attached, Washington, agreed that
all 'operations outside of Germany would be financed separately
from the funds allocated, to the project for the remainder .of the
year. Separate financing of these operations will commence on	 •
1 November 1949, at Which time funds allocated to carry over the
operations until that date will have •been expended. This plan is
based on an extremely close time schedule, and I anticipate that
the period following 1 November may present some difficulties.

n rn 7)1
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4. Operations outside of Germany have now been presented
to Washington. Each of these operations, approximately 120 in
number, has been reported in a rather skeletal forth for separate
consideration on its individual merit and for a decision on the
support to be allocated .t0 it after 1.November 1949. The staff.
processing of these projects has been accomplished in a remarkably
short period and has placed an undue burden on your staff, which
has concurrently been involved in an extensive reduction and re-
organization program. Further complicating this period has been
the fact that we have made numerous suggestions and recommenda-
tions for revising existing procedures in your organization to
bring them more into line with those of my oft organization.
That your staff was notable under these circumstances to indulge
in a higher degree of coordination and meticulous staffing of
operations reported as projects is clearly understandable. Also, -
it has been most gratifying to me to note the development of an
increasingly harmonious relationship within our joint US-German
staff during this period in spite of the obvious pressure from
several sides.

5.. 'Although Washington has frankly deplored the lack of
detailed information included in the original project reports,
they hive demonstrated a sympathetic attitude and indicated that
in spite of the fact that they have only sufficient information
to make a superficial assessment of the value and potentialities •
of the individual operation, they will be reasonably lenient in
approving projects for an additional 3-6 months period in order
to provide our US-German staff the necessary time to provide them
with further details. While the good faith and basic inclination
of my home office to adequately support this project is clearly
evident by their favorable decisions on almost all matters,
particularly financial, during the past three months, .1 have no
illusions that they will continue to take a lenient position on
the question of centralized control of operations through the
availability of exact operational details, including personalia.

. 6. Washington agrees that the greatest strength of our .
relationship lies in the basic premise of US-Oerman cooperation'

field against the Soviet Union. However,
- they reduce this relationship to concrete terms spelled out in

specific matters of operational coordination. The very nature
of intelligence work dictates that the effective Coordination

• and direction of sClarge scale intelligence effort must be based
on a highly centralized and exacting consideration of .details.
The very fact that our adversaries ithin the framework of the

• worldwide Communist Party and the BIB do represent a highly
centralized apperatua,.mating full utilization of the advanced
communication system of the postwar world, dictates that we do
not Unnecessarily hinder our own effort in the intelligence field
by indulging in'unnecessary compartmentization and decentraliza-
tion. my home office. feels that the willingness of your

1	 SECRET/RELEASE4
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organization to cooperate in the establishment of a centralized
and thus effective leadership will be a substantial test of the'
success., of the indoctrination program to which you have sub-
jected your staff and co-workers in the field during the past
few-years. I assure you that the sincerity of you.and your
immediate staff is not questioned on this point and that I and
individual members of my staff thoroughly appreciate the back-
ground and difficulties of your relationship with many of your
leading members in the field on this point. Consistent with our •
recent discussion on the problem of procuring operational details
in connection with projects, I and individual members of my staff
feel a real responsibility and assure you maximum assistance in
this matter by attempting to develop, through personal contacts
.with your co-workers in the field, a sense of trust and coopera-
tion.

7. After discussions in early August with you and members .
of your staff on the subject of providing Washington immediately
with detailed personalia to clarify the projects Submitted to
Washington, we pointed out the difficulties posed in attempting
to make a bard issue of this problem at the moment. Washington's
reply to this indicates that they will approve a number of projects'
with the clear understanding that approval is for a period of
three to six months only, and that the future of the operation
will depend largely on the success of our joint efforts to con-
vince the organization leaders that operational details are
essential to our Wasbington office.

8. Not unrelated to. thit problem is the question of the
availability of raw agent reports to Washington for use in the
evaluation of the operations. This poses the fundamental problem
of Washington's conception" of operations run by this project.'
If they insist that the complete evaluation of operations be done
in Washington by having available there ft.11 persona/ data of
persons involved and the raw material submitted by the agents,
the necessity for the maintenance here of the intricate staff .
machinery and expert personnel, to do the same function is subject

.to . qvpationing. It necessarily follows from this that, once the
;. -basis-fer evaluation of the source is available in Washington,
where they certainly have adequate material for an evaluation of
the information,, should not the preparation of the' finished in-
telligence reports.from the data produced by the operationsvout-
side of Germany be also done in Washington. This t ype of logic., •
if played out to the end, would result in our present . organiza-
tional planning and basic conceptions of Organization and mission
hardly remaining valid. Assuming that Washington's desire is to
have available to them the personelle and raw agent reports only
frax operations outside of Germany and not on operations in the
Sovzone of Germany, our project would then find itself turning
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out finished intelligence on the Sovzone for dissemination to
US Military Forces in Europe and additionally running a number
of agent operations into the satellites and the USSR producing
raw material for forwarding as such to Washington for evslua-
tiOn and dissemination at that level. I imagine that a detailed
consideration of thiattend with all .of its ramifications would
indicate that it is related to every facet of this project.

9. I have interjected the speculation in the preceding
paragraph in order to bring clearly into focus a trend which I
am sure you would have independently noted from a number of
recent , commtimications from my home office that I have either
discussed with you orsOme member of .your staff. I am certain
that as time passes that Waihingtonwill recommend the elimina-
tion hereof functions Which can be performed more economically
and efficiently under more favorable circumatances in Washing-
ton; in other cases, they may determine that this project is
especially qualified to exploit certain intelligence roles and
will desire an expansion in those fields. My personal opinion
is that the trend will be toward the operational field andaway
from the research and analysis functions. In opposition to this
trend, of course, will be the necessity for producing here in
Germany such types of intelligence in finished form as are re-
quired for direct dissemination to DS agencies, especially, the
Armed Forces, here in Europe. At some time in the future your
relationship with the German Government and a consideration of
its intelligence needs will also be a factor.

10. I urge you to give careful attention to these Considera-
tions since I think that they touch matters striking to the very
roots of much of the planning and reorganization that is now in
process. Iem not entirely clear on Washington's views on these
matters, and I am net sure whether some of the fragmentary in-
structions which hint the trend suggested in Para. 8 above are
indications of a carefully considered long range plan or merely
the coincidence of individual and isolated views neither related
nor Considered in connection with any projected plan. It is
certain that Washington considers the present period to be one
of . waiting.end further, examination of the project before estab-

*--------lithint -1-2bng range plan for the coordination of your intelligence
producing efforts with those of our own service.

11. In summary, the basic mission of this project ai described
in my memorandum of 15 June 1949 remains. unchanged except as
altered by this present *emorandum. However, there are ample
indications that the current decisions made. after
consideration in Washington of specific minor problems do not
necessarily coincide with the broader decisions made at the time
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that my organization accepted responsibility for this project.
This is understandable and, indeed, to be expected, since our
knowledge of this project VAS at most rather superficial at
that time. These manifestations of a possible change in basic
'conception on the part of Washington is what prompted my specula-
tion in paragraphs 8-10 above. Although I feel it is considerably
premature to take . any-action on this matter, it should certainly
be kept uppermost in our minds during the next few months. .

IMMINEMIMP
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22 September 1949

Chief, Foreign Branch if - am.
Chief of Station, Warlarthe

1. Although the substance of reference has at various times
been discussed with Dr. Schneider and more often with his alter
ego Herdahl, I feel that it is a problem with which we shall ex-
perience some difficulty and that our position should be made un-
mistakably clear to Schneider and a matter of record.

c22De.
2. During the past few weeks there have een a number of

incidents inwhich unilateral action by 	 has brought about
situations fairly embarrassing to Dr. Sc e er and served to
bring home the point that the days of the free and uncontrolled
ride with the Army are over and he must prepare to coordinate his
activities with us.

3. I anticipate that Dr. Schneider Will officially and
probably with conviction concur with the substance of the-attached
letter. Whether he will as conscientiously adhere to it depends
primarily on whether we can persuade his staff, particularly
Herds:hi, to settle Dr. Schneider down occasionally to put down
,thp. details of his own activities and, more so, whether we can
ackfleiloour staff a man qualified to enjoy the trust of and work
closely with Mi.lierker, whose section hanilles all significant
connections to German political and economic circles as well as
to numbers of Western Edmopean intelligence services with whom
Schneider has already established contact..

7-4-ores eA,--Leh--G. Id
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20 September 1949

SUBJECT: The Coordination and Control of NagOtiatiOns with
German . Political and Economic Circle; and Repre-
sentatives of Western European Intelligence Services.

1. Insistence on being informed and Ina position to control
our activities at all points where they may become involved, or
in conflict with, the interests and activities of my organization
as well as those of the United States Government as a whole, is
the single dominant theme of all recent correspondence that I
have received from my home office.

2. I can State categorically, however, that the nature of
the control that my home office envisages is not greater than
that which it imposes on the individuals and activities of my awn
organization. In fact, with regard to the allocation of funds
and the conduct of operations, I feel that we enjoy comparative
freedom.

3. Those matters in which my home office feels the highest
degree of coordination and cooperation are essential are:

a. Those activities in which this project is actually-
or potentially involved with other activities of the
American Intelligence Service.

b. Those activities in which this project is actually
or potentially involved With the activities of other friendly
intelligence services.

c. Those activities in which this project is actually-
or potentially involved with the a ctivities of non-intelligence
agencies of the United States Government.

4. MY home office considers it basic that they can support
only political or economic activities that are directly related
tc7thEr.maintenance of our intelligence functions. However, they-
are thoroughly appreciathelArthe fact that the establishment of
economic cover and reaching of . working terms with elements of the
German Government are at this time essential to the continuation
of the development of this project along the lines of our mutual
interest. Washington feels that our solutions to the problems .
of cover and governmental acceptance should conform to broader
US policy in Germany and Europe. In stating this they have not
implied in any way that actions already taken by you have not
been consistent with their position on btbader issues. On the
contrary, it is my impression that our activities during the past

.7 n .T3 T
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few months tend to supplement and coincide with those of my organi-
zation.

5. In supporting this project, my organization has taken
full responsibility vis-a-vis the United States Government for -
our activities as a German intelligence organization. When the
activities of this project extend into those spheres in which other
US agencies have a paramount interest, it is absolutely essential
that our activities be consistent with resolved United States policy.
This point becomes vital when we become involved in matters that
transcend the limits of what can be defined as being solely of
intelligence interest. Thus, even within the boundaries of Germany
our activities within the-political:and economic circles is a
matter of immediate concern to other US government agencies having
a paramount interest in those fields, and the teed for DS intelli-
gence ensuring that we move in a direction consistent with general
US policy becomes clearly evident. At no time, however, do we ex-
pect you or any member of your organization to become involved,
at our suggestion, in furthering, in either the German political
or economic fields, activities which are unacceptable to you as
loyal German citizens. In this sense, the control which the US
element of this project desires to impose is passive and not active. .
In the final 'analysis, and certainly consistent with your funda-
mental conception, of German-American cooperation in the broadest
sense, this type of a controlled and coordinated assault on the
problems that confront us should prove mutually beneficial.

6. ay home office has taken an increasingly 'adamant position •
on controlling your connections with the intelligence services of
Western Europe. As.you , can.well-appreciate l • our relationships with
other intelligence services are extremely complex and demanding .•
'of. the highest degree of coordination fromthe:viempointiof my home.
office. Failure to exercise this control, even within our Crd. 	.
organization,' invariably retults -in'seriOus eMbarrassments and

' • Compromises of our formal liaison arrangements..- Because of this,.. .
Washington has recently informed me that insofar as connections with
foreign intelligence services are concerned, you and members of
yopr immediate staff will be subject to the same limitations as are 2

• ,..... -!..-_----...,.imposed-oa-members. of my own'orgzation , Washington grants
clearance in each case after being informed of the persons involved •
and the matters to be discussed. That your future position in the
European intelligence world is, to an extent, dependent upon rela-
tionships that you develop and maintain with the leading figures'
of other Wettern European services is appreciated. The fact that
my home office doe* not, in principle, intend to oppose such contacts .
is evidenced by their willingness to approve the visit tolloteOto.
contact leading figures of the Italian 18. I urge that at the
earliest opportunity we carefully review in detail the nature and .
extent of' your present relationship* with other services, particu-
lar/7 the Swiss, Spanish and French,. with a. view toward proposing
to Washington a suitable dteraitir7l... each existing relationship.

Or! .s.r,	 .
' ' • ' L SECRET/LEASE,
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7. I can state categorically that you have since the
establishment of our present relationship, invariably advised me
of your contacts .in German economic and political circles as well
as your impending contacts with Western European IS personali-
ties. Also the results of such contacts have been habitually

Ireported. 	 have admittedly been remiss in not passing on to my
superior headquarters sufficiently detailed accounts of our con-
nections in either the German political and economic circles or
with personalities of Western European nerviness Normally, our
conversations preceding or following your contacts with personali-
ties of interest to my hone office are of a general nature in
which the substance but not the details of events are covered.
While I conclude such conversations feeling adequately informed,
I do not normally have either sufficient detail to provide the
basis for a report to my home office nor the time available to
follow up such conversations with requests for such details as •
names, places, dates, exact description of circumstances, etc.

I would greatly appreciate it if our present almost
daily conversations which deal with all significant aspects of
the entire organization, including developments of interest in-
volving a third party, could be supplemented by detailed written
accounts of contacts by you or members of your immediate staff
which appear to have implications described above. This purely
mechanical variation of our present 'method of handling these prob-
lems appears to be the best solution until such time as I have
available on my staff an individual especially 'qualified to deal
with the special Connections Section (35) on these problems.

j ;9-vies	 cA4efcj
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12 October 1949

Chief, Foreign Branch if	 — IT8 ONLY

Chief of Station, Karlsruhe

OperatioMaf—alin
DT. Schneider's Reply to Recent
Policy Guidance Letters

GEMEMENIED •

i2161.4!,,9	 .776---4 /9 --. („2 C>

Attached is Dr. SChneider's reply to my letters
of 22 August 1949 reported in references.

SESSEMEMED
jie c,,,-/c44r,,
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10 October 1949

MEMORANDUM TOS . 20 - 111111111

SUBJECT	 s Basic Consi4erations in Reviewing the
Concept and .licsion Of this Project

•

.	 •

I. Introduction

Before developing my position as to your memorandum of
20 September 1949, kwant to express my satisfaction and lir
gratitude for the spirit and the sincere manner in which co- -
operation between your staff and my awn staff has taken place.
Furthermore, I want to express my gratitude for the understand-
irlg and help in connection with our activities shown by your
Rome Office in-solving the principal problems for which ma had
asked for help. I consequently want to stress the point that.
the following explanations correspond principally to ay desire
to contribute in many years to come to the political cooperation
between Germany and the United States of America, a cooperation
which I consider imperative for the future German foreign policy
as shown. in my /6011021Ularall of 16 May 1949. It is just this firm
belief, however, which puts me under the obligation of clearly
assuming position wherever my opinion differs from yours. I'
consider our intimate personal contact as a guarantee for the
'fact that my explanations will be considered as a constructive
contribution even there where they Constitute criticism, and I
would be grateful to you for similar critical 'contributions from
your part in order to continuously improve our efficiency.

II. General Memento of Our Work

Before explaining my position toward the problems listad
in your mencrendun t l.coneider it useful to discuee again the
basic elements of our Work.- The work of our organisation has
a political end an intelligence aspect.

1. Political innAaments 

7o1lowing the German point of view, the political
fundaments of 9ur work are anchored 'to 'the following two
points:

SECRET/RELEASE
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a. The firm belief that a future 'Gorman foreign policy has
to be based for the coming period of history on a very

cooperation with the United States, even in theclose - 
frame of a Western :European unity (see memorandum of .

. . 16 Kay 1949). As gOit'ss I have been able to ascertain
up to now, this conception seems to . correspond in-all
points to the views of the new Pectoral Chancellor. _In
this conneetion it Is to be said that 4 future Getman!
foreign polio will aim to secure to the . German people
a participationcncqnal rights with equal duties.inSide
the family of all nations of Western ideas ender the •
leadership of the United Stites. I suppose that in the
long ton the interests Of the United States will.be ly-
ing -on the sime • liaise. It will be of importance for.
the development of the organisation 'tat contribution.
in the field of politics is expected from and can be
given by our organisation in the future with reapect.
to Americau-Gozmuus.cooperation. Here I suet 'trees the

1 • point that it will never be up to this organisation to
execute an active political influence in domestic or.
foreign politics, as this wild stand in complete con-
tradiction to the non-partisan character of a German
intelligence organisation working against the last.
However, a'rols which the leaders of our organisation
could be expected to play and could actually play is
the role of a loyal intermediary also in the field of
foreign politics and in conformity with our =tail
ideas.

-
b. The feet that our organisation ak a Germinorgo4loolrionand under German leadership cooperates with theIntel-

ligence Service of the United State° as well in alkirman
as in an 	 and general lee tern interest. Our	 -organisation has practically no political and - as I.
shall explain later - . me intelligence value for the
United:States, or ai extremely reduced one, ' if thisorganization euld torkeittior. do lure or defaete . With-the charaoter of an incorporated part Of American Intel-
lpIgoe. Althomei there is so -far no direct contact to

UR, my inquiries to his point of Tin( concerninga Suture incorporation of 'our organisetionsbawet thatthis prOblei can be discussed only if.we'aroAt44Matt.to the exterior not dependent on ogr.foreign.potritla toeless to emphailicthatma Germane leers beliedour 002160104A0 to ate our activities in the Present
-shape, should the competent Gorman leaders fail to

2
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authorise our present work at least morally, i.e. in-
officially. This applies regardless whether a future
incorporation into the airman governmental machinery
comes into question or not.

2. FundaMente of Our Intelligence Work 

. Our intelligence efficiency and our achieweaents are
based on the fact that we operate with Garman methOds apply-
ing to Gorman-mentality, which 4/Mrs- from the Anglo-lee/l-
oan mentality. /f , I now propose to explain theprineiplee
of such :work, this does in no way me= that I consider our
methods is being better that those of other intelligence.
organisations. They simply take into consideration the Ger-
man mentality of a German machinery and are, therefore, in
a position to lead to the highest achievements'. In our co-
operation with your staff we consider ourselves at the same
time as students of the matter and it may be that the Amen-
can-German cooperation juat on the lines of intelligence. may
lead to reciprocal. fertilisation.

For many reasons the difference between the American
and European (e.g., French), and especially German TUTS on
the technique of intelligence can be illuatrated . as follows:

a. The American Conception

To the United States as a political power isolated
on the Western Hemisphere until World War II, no politi-
cal step presented itself sourgent as to require imme-py
diets -decisions To a certain extent this still amines
today. As a result American intelligence authorities
give fermi.. iaportanoe to security and a meticuloue
care-of detail work- than to flexibility and 	 of
work. - - A machinery =taming under. these principles 'can
tolerate to be wiry oentraliaed and the limit liesionly
there where a leadership isolated at a writing - dee* and
not acquainted with practical problems begins.

b. The German Conception

European politicians', and on account of their,geo-
graphical poaltiOn Ispeciallithe Germans, have always -
heeded to take very qnlak'decisions in the lastseStury,Unreas iniserioa .soet . of the vrobless'are• not urgent'and say, therefore* underge careful, long-time planning,

3
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there were and there are many so urgent problems in
Eurepe that they require a machinery able to take quick
action without loan of time through planning. The re--
salt is that European intelligence always insisted on
greatest flexibility and .'quickest action. These funda-
mental principles ALTV atill . more important today and in
the future, as the enemy of Europe stands .before the
doors and on adocuntaf-his autocratic' system 	 ino.•
.position to act with the quickness of a lightning.. But
greatest flexibility and:41.1iekiw t $014011 ars available
only if everything is decentralised as far asover . .pos-
sible, if the persons in responsible key positions are
'trained to dispose Parsonally . of the highest poseitIe.--
initiative , and if centralisation is substituted by the
most careful selection and training of the executive.
personnel in all various ranks. No doubt there exists
a number of things which lust be centralised though-this
fact does not change the above prineiple in any say. The
fundamental principle has always been that it is better
to act wrongly instead of not acting at ell, even if this
would result in: occasional damage. The greatest 'successes
of the German Wehrmacht in both World Wars are due to •
the application of this principle in the military field,
based on a very careful and uniform trebli ng of the
leading personnel of all ranks who were in a position

' to act according to the intentions of the-commandment
in every position and even without orders. Only when
Hitler, who characterlatically rejected such methods as
'being mdemooratio", forced in and tried-to lead all
.single divisions from the highest level, the way to
failure was ineiitalle,

Only due to the foot that in the pant I had fnll
freedom to set up our organisation in accordance with
our ear experiences, I was Able -,in.spite of the known
difficulties --to. develop the organisation to A. wiry
high level Of efficiency,: an ef/lcienry.which,AnOi
dentally, was considerably higher last summer infere
the big out down. I am completely aware that our work
must still be improved. :However, it, is quits clear to
me that a nsonaniosa, applioation of American principles.
to..our . aorkwould deprivo . the.organdsation of its prin.
oipal 'source ofuffiolenoyi . tha initiative of Vie:singleindividuals in all fields. For this reason I. always.stressed the . following point of view.
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to the leader's of all rab-organisations : "Bever
direct scheme, as little as possible SOP on.fixedterma."
By no means must the machinery be allowed to .assume a -
bureaucratic character. Therefore, I am very satisfied
when I learn. that the Sub-Organisation Leader I, for
instance, organises his work completely differently from
the Sub-Organisation Leader T, since intelligence work
is always based on the personality of the leader cot- •

oerned. It is the task of the direct superior -to watch
that the objective requirements of the work are taken
care of. An application of rigid forms for everything
leads people to act according to schematical lines -with-
out.meing their brains any more. I am of the opinion
that the satisfactory development of Operation "IKARUS"
extemporised within a few days during the American
maneuvers, is due to the above sketched working prin-
ciples and would have not been possible with another
.way of conduct.

o. Comparison Between the American and Garman methods 

The advantage of the American concept is a high
degree Of security, a larger range of survey for the
highest command; its disadvantages are reduced flexi-
bility, slower development of-work, higher expensee and
consequently diminished return of the money invested,
lacking exploitation of persons of high ranking quali-
ties in the field, and restrain of the personal initiative
and sense of responsibility. The German method leads to
a higher flexibility, quick work, extensive exploitation
of personal capebilities,'greater efficiency at lower
expenses. The disadvantages are a lower , degree of . isa-
nrity in certain fields, a shorter range of survwyc and
occasional difficultiee of coordination. Begirding Mee-

• nrity a German military slogan is. applleable not verb-
ally but spiritually: - wfirkung geht-vor Deciang". -
if you don't take a risk4 you will not have good re-
sults. Also in the intelligence field it 10 necessary
to a certain degree to run a security risk in favor of
the success. The important point here is to take suit-
able Counterintelligence Measures in order to re.egmise• in du* time compromised parts and to •7 4m11late and re-place them.

5
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It is perfectly clear to MA that the American method
of closely directing even the least details by the cen-
tral headquarters has certainly also other reasons pec-
uliar to American conditions. If, due to my experience
of msfly-yeare in intelligence work, I may be allowed to
express my opinion, this will prevent a quick develop-
ment of an efficient and flexible machinery and *spe-
cially Ile full exploitation of the high standard of
its very able sub-leaders. Following the impression
'I obtained, the American IS (not the Army agencies) die- •

poses of many highly educated and intelligence-expel- .
rienoed personalities of high-ranking capacity. The
mentioned kind of unfavorable centralisation is spot-
lighted by the fact that the representatives of US IS
in the field dispose of far less independent power than
their colleagues. in the individual European Intelligence
Services. To be quite frank, I do not believe that Wash-
ington, oven kneeing as many details as possible, will
be in a position to decide competently whether a . pro-
jeot under examination will turn out successful, whether•
it can be carried out, and whether it is suitable. Only
persons who are in the range of the field, activities
and,. therefore, able to get an immediate picture from
a close view can decide on such matters. Of 'course I
am quite willing to admit that it is necessary to co-
ordinate from top level the activities of different
agencies operating in the came region. .

It is a principle of a sound leadership not only
to give orders but also to Control their execution. On
the other hand the full confidence frima'top to bottom
and vice versa of the leading perionalities Is of deci-
sive importance, especially in intelligence work. The
greatest •nagy.of confidence, however, is an exaggerated
interference and control. This consideration leads to
the neeeesity of carefullyadjusting the.required naa--
enrol of control to the need' 	 maintaining confidence.

I want to emphasise again and as a matter of course
that we carry out without restrictions incur operations
all American requests, even If they do not seem to Usfitting for the purpose as long as the arLaiti.0241- •gage with cur basic conoention and-with so
of seouritr.	 ru410 •

6
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3. SummAri 

In symiarining I want to stress again the following
points of View which should continue to be the principles
of our works

.	 .	 .	 .-	 .
a. The long range aim is to convey the organisation at a

later and suitable date into a German Intelligence Ser-
vice Which is reprised to work in close pooperation
with the= Intelligence Service in a way not easily-
detectable from the exterior.

..
b. Independent' from their Eastern intelligence activities,

the leading permonAlities of such an Intelligence Ser-
vice will also be in a-position to sot as intermediaries
in the political field_

es. It would be an error to impose on such an organisation
the principles -of American working methods and, it would
essentially reduce its efficiency, the more as this Or-
ganization-has to work in the immediate range of the
front line. Following our conception, we claim the
right to operate freely . inside the lines of a given
mission according to German mentality. A lowering of

1 

our organisation to the level of.a subordinate agency
which simply carries out instructions would be contra-
dictory to our basic conception. It would. be a definite
and ultimate atop to the development of our efficiency
and would render impossible our future inoorporation as
a German Intelligence Servioo. Under no iktivuestanceó
the American pattern of leading operations'-ind ideinis-
tration methods must be applied within the orgaiiiition,
because this would earmark the-organisation as a part
of the DS intelligence Service. The oonolmselon drewn
by the members of the organisation from an application
of. 'the American pattern would have a very "bad. effect on
the morale of the organisation. The necessit* to keepthe German pattern concerning leading operations as 'Well;-....... 	 -,vlasi adminiatration methods may be one of the most-deciaivePoints. ..	 --

d. The above Mentioned points make it ilperative that 'the
organisation-be maintained as a well rounded intelligenceorganization. "Even t those parts which work anilytieelly.-
Evaluation. Group - and, contrary to American views,: re-
present not only an instrument for research but also an

IT
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ourn:liOnal instrument, cannot be eliminated without
0	 ng completely the whole working method which is
a result of our war experiences. • 	 .

IM order to prepare at long range the proposed trans-
formation into a German entity, it is necessary to find
organisational and working ways which - though separat-
ing the .German from 'the American elements - prepare the -
grounds for a still oloeer and more trustful cooperation.

The decision about the Methods to apply and the time'
to employ is for our American partner also a politioal.de-
oision besides its importance on the intelligence field. -
Xy own personal view in this matter is that we shoUld,00n-
tinne our work under American-patronage as long as general
conditions permit such policy.

. I should be extremely grateful for a prompt reaction
to the discussed considerations in order to be able to co..o
ordinate my own ideas and . measnres with the policy of the
American side.

III. Detailed Discussion of Your Memorlindum

I may be permitted to state in the following my position
with regard to the detailed questions contained in your meMo-
randum. Almost all of these questions have been touched in the
above basic considerations.

1. 'A financial agreement according to the plan proposed by you
was only possible after the following measures had been -
:taken:

a. The American side explicitly aCcepted a great reduOtion
of our activities, especially in.. the field of taoti#41

• intelligence in. thelOvsone . Germany . (about 404 of the
turnover of 2 May 2949).. The reduction of the output 	 -

-'17which has been suffered so far can be seen in Inoloeure .1.
A very , serious consequence may already take place very

. shortly should the Soviets carry out their appareni.in-
tention to Change their' motor vehicle numbers.-It
very doubtful Whether it will be peesible this year:*
gain control , over the new numbering system within6Meeks

•
was do* in 1948, because the number of. reports

received on motor vehicle numbers has decreased tobaOn-
siderab/y.

8
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b. The American side assured us that the prOmising'pro-
jecti of intelligence outside Germany,. i.e., in the	 .
satellite statee and the Western Military Districts -
of theSD, would be financed as from 1 November 1949.

8o fat it wee possible, although with the greatest
difficulties, to observe this financial plan. .me diffi-
culties consisted •speoially in the maintenance cost for
the running projects, Is are partiOularly grateful for
the possibility of building up a comparatively small fin,
ancial.reserve by monthly savings of 16000,'. This Will be
of grist value when further unforeseen diffloulties may.'
arise.

Seen from the German angle the intimate cooperation, espe-
cially with the gentlemen who have joined your staff in the
last Months, has. developed on extremely satisfaptory lines.
This cooperation was especially favored by the technical ef-
ficiency and human comprehension sheen by these gentlemen.'

3. The favorable aspects described in par 1 and 2 are consoli-
dated by the foundation of the Basic Agreement.dth...regard
to.ourbasic conceptfii,and_our_mis,pion. All Xhe elehients. •
of tIe our zna1 charIahave been:diiikiiiTid'sevirel times

eaideeirand mlTend have been-alienteff.„by •

ant_essmtaia:Aliiiesai701-. This Improved
treThoralle-Of fEe—o-rganization with respect to the futere
in spite of all difficulties and hardness due to reorgani-
zation andreduclion.	 .

4. Tour memorandum 'Basic Conaiderationein Reviewing the Con-
oept and Mission of thin Project" now touches two fundamental
problems, the solution of which is decisive for ths-fhture.
existence and development of the-organisation, as OliterlY
andeorreotly stated also by you: The problem of coOrdita--
tion and centralisation is disouesed in par 4 - 7 of your
above Mentioned expose and furthermore in your expose "The-,-'706Crdination and Control of Negotiations with German
tics./ and . EcorWmioal Circles and Representatives of Western
European Intelligence", also of 20 September l949q The.'other prob/aa concerns 'the' evaluation and .haefbeen dealt. with in par 8 0. 10 of your first mentioned'expose....-
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Ooorditiation and Oentralisatlon'
.	 .

- I have already given my opinion On the. problem oi
Coordination and centralisation in par II while
otuleingtts basic principles. .05 course this my opinion,
which at	 in %Int:rest to yours, will never be an -
obstacle to satisfy all your claims and requemts up to
the highest limit of what I believe I can answer for-,
and what the organisation is able to achieve. HOW0Ter,
my fundamental opinion expresied inlay memorandum of
22 Anguit 1949 with regard to disclosing details end.
names behind'the IronCurtain has not changed it the
meantime (see Indlosure 2). In this connection I want
to draw your attention to the fact that in order to show
my good will and in spite of my strongest objections I
disclosed to you shortly after you took up your duties
here the personal data on all key personnel of the or-
ganization to be forwarded to Washington. cases ;Ate
Alger HISS, Ruth COMM, and others show that this can-
not be done without reservation. Therefore, I am not.
in a position to guarantee definitely to be able to fur-
nish all details required by your Home Office. In the
worst of cases we have to renounce to carry out the res-
pective projects. The very understandable viewpoint of
the sub-organizations has nothing to do with the success
of the "indoctrination" mentioned by you.

Iu detail, the following can be said about 000r-
dination3

-(1) A 'coordination in the sense of your memorandum-is
absolutely necessary as far an the operation of
main organisations and their basic missions are
concerned.

.(2) A liwtted coordination is necessary as fares the
geographical distribution of the target region:J.2s
concorned. But this should not assume such ' an.ex-

. treme tbra that 'certain, countries subject to opera-
tiOns and lying inside the operational range of
different 302'71009 should be practically banned
for one or more of such Berl/lose. Let us' take the
ins taco. that it should no longer be permitted :10operate In TOgoslawia..ftagary t and, Bulgaria:lir.-..pi using such 'Countries as jumping off.	 foroperations toward priority countries). This would
lead to the assumption for our part that other VS

10
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or US tied agencies are operating there." A lose
of nets or lines of these agencies must be taken
into acoount. This ought to lead as a preoautional
mess= to let-another organisation, for instance
ours, overlap. Besides, a rigid geographical se-
paration following the borders of a country is
entirely wrong, as the threads never stop at
borders.

coordination in the above ' genes is fmrtheracre
necessary if connections with another friendly
intelligence service are involved. Of course it
should never happen that In such a case conditions
develop which are contrary to the general interests
of the Western Hemlephere (America and Western .
Europe). On the other hand, all interests of di-,
root neighbors who breathe, so to say, the same-
air have to be taken into special Consideration.

A tiwi ted coordination in the above sense is fur-
thermore necessary concerning political connections
of our organization to persons of the new German
government. It is absolutely uiderstood that in
this concern the general ideas of US politics in
Germany will be taken into Conaideration. /Fortun-
ately these ideas correspond to a very large extent
to those of this organization. However, situations
can arise when starting and operating such con-
neetions where I an bound to insist on the neces-
sary independence for myself or my deputise, and -
this in harmony with the proceduraso far observed.
This would mean that no explicit American approval
•has to be requested-for each detail. Further opin-
ions in connection with this problem will be stated
when discussing the evaluation.

A coordination in the above sense 'le furthermore
essential in ease of connections of commercial
nature whieh serve chiefly as eoanomic cover. 'In
*aim of American firms it is natural that these
-ought to be checked in every detail as to their
aptitude and that views of domestic US politics
may play a decisive.role. In ease of German firms
it ought to be Sufficient if your HO= Office checks
the international business relations of such firms.

11
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Should the result be satidfactory the organization
ought to be granted a certain independence in the
pursuit of further negotiations, the more as ouch
negotiations oannot -be . pushed very far due to the
financial situation.

.	 .
(6) A coordination in the above sense is-looked upon

as not profitable and even wrong and dangerous as
soon as it is the expression of centralization of

- details in technical tireetien of intelligenie
activities, i.e., a cootdinetion which essentially
surpasses the-limits of the points described in
per (1) - (5). TO centralise for instance the
direction of intelligence operations by checking
each source at the Rome -Office Or by checking all
border passages would decidedly go too far.- Such
a centralization would present many dangers. One
inconvenience would be that the Rome Office at 4
distance of more than 4,000 miles from the theater
of operations would be compelled to continuously.
ask for farther reference with a considerable loss
of time, if it would insist on consequently apply-
ing such a policy. It would,not have an intensive
survey on-all details which continnously.inorease
in number. In its action it wouldhave more
inhibitorial tendency instead of being of NOP to
a subordinate agency which ordinarily would react
quickly enough for the purpose and in an.approp-
riate manner.

b. Evaluation

Discussing the problem whether or notincemingraw
reports should be evaluated with us, I have to stress.
the point that the evaluation group represents for 

us

12
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The greatest danger, however, lies-,iiithe
3 4w4tation of initiative, spirit and responsibility
Of the leading-persons, especially On the level of
field agencies. Both points , endanger the service
severely by producing red tape; If such red tape

, spreads out, every creative impulse also from thelewer ranks will definitely disappear. This would
finally lead. to the fact that the missions will no
longer be.oarried out satiefactorily. Thus t 'opera-
tions will become expensive and service clumsy.
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an eseential tool for operational guidance according to
our experience in World War II and in the period after:
the war, Just this peculiar interchange between.the •
operational collection of information and the immediate
evaluation supported by the evaluation. of sources and
the sifting procedure forms the special working method
of our organisation. Only this procedure enables us to
lead our intelligence activities, to oonoentrate . on the -
areas of main, effort, 'to trop inefficient source:vends'.
tinolly, • lia achieve the beet' results with the' leastpos-
sible financial means.. The efficiency of the organiaa-

•tion depends mostly on these factors.

In Detail:.

It is beyond any question that the evaluation of
the raw material of. the SOT2ODA Germany ought to
be carried out by the organisation. This follows
from the necessity' to furnish the US Armed Forces
in Europe currently and directly with finished re-
ports.

It is to be doubted that the evaluation of the raw
material from tbs.:satellite states and the SU aan
be earned out more suitably and in a more rational
way in Washington. I admit that it would be.pos-
sible to evaluate the raw reports in Washington,
using-the basic information on the submitted pro.,
*As. But then the organisation would be deprived
Of ite most important means of operational guidance
and would be compelled to run an'inofficial evalua-
tion group.

(3) Besides, a sub-division of the evaluation in
&MOM - Germ. anj •	 here. •

• Satellite States and SU in Washington'
would endanger' . the careful leading of .all Opera-
tions-crossing from one to another geographical
region. We-would then, so 'to say, be handicapped
by blinkeri.

(4) The most serious damage though would be caused by
the elimination of the. evaluation group with regardto the fitUres 'A future German IntelligeatitAitt="
vice 'without an evaluation group in its preeeterform
would not be able to iarry out its mission and tan
simply not be thought of.

13
SECRET/RELEASE

TO GERMANY ONLY

Secret 304



Secret
Rel GER

97. (Continued)

SECRET/RELEASE
TO GERMANY ONLY

Final Remarks 

I am particularly thankful to you for your readiness
to discuss all the pending problems at a period when your
Home Office in Washington is still in a period of waiting
and further exnaination.. Also from our side it •ee= ne-
cessary to clear all basic points of our relationship to
US intelligence in the future. All problems discussed by
you and which I thought already cleared by the Basic_Astree.r, 
ment'are of such a fundamental :importance that thiaetchgrcge
or ideason the subject had toAske place it order to avoid
a false start in the future, thus jeopardizing the further
existence of thin organization.

14
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Number of Reports received

* 1948 * 1949

t

1 /-

I	

L egead : ....... Total Number of Report.;
Number of AgentReporta

■••191M Total Number of Interrogation Reports
Number of interrogation Reports

(Interrogation of Pow from (J.53R)
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22 iugust 1949

TO	 t ' 20

FROM $ 34

SUBXECTI Personal Data

Procurement of as extensive an information as may be
obtainable to coordinate and subsequently control the Stoti
Titles of all who are, or may become, involved in intelli-
gence work is a generally recognized principle in every in-
telligence servicee

Under the present circumstances it is extremely diffi-
cult, however, to the German leaders to obtain these data
or as far as they are available already place thee at the
disposal.

.These are the fundamental reasons:

(a) Bad experiences of the members of the former German
IS during the collapse and directly afterwards. . •

(b) Pear of a Soviet-Russian surprise attack which in the
-present moment would still take . a very rapid course
and bring even worse effects to the members of the.
Western Intelligence Services.

In view of these facts the leaders of this project had
the greatest difficulties to obtain at least the greater
part of the-personal data of the members of the field or-
ganizations.

To the members of -this; project living on this si4e of
the Iron Curtain the disadvantage of being listed in
central file was-hardly .balanced by the advantage of being
given protection. This advantage failed completely where
the members lived on the Other side of the Iron Curtain.
To them, such &registration only meant an aggravetio*of
the dangerous position in which they and their families-.are involvad t particularly incise of an armedoenflitit..	 .

To obtain the available personal data was only poSsible
to the German leaders by giving the field organizations,
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with the knowledge and consent of the CO, the following
binding pledgee of which the chief of ICO aseumed personal
reeponsibilitys

(1) Personal files will be looked safely and separately.

(2) Only five associates of ICO who have charge of per-.
eonnel, will be authorised to handle these files.

(3) Passing on of the filed without eontacting the field
organizations will be done only in case of inoidents
which entail measures required for the direct or in-
direct protection of the member concerned.

Precautionary measures will be taken which guarantee
complete destruction of .the files in case of emergency.

Much as this project Rust be interested in obtaining
the approval and the funds for the submitted projects by
forwarding the requested detailed personal data, this ass-
sure does not lie within the bounds of the mentioned pledges
agreed upon. When the Chief of ICO delicately approached
some of the leaders of the sub-organizations, he learned
that in the present moment they are little inclined to hand
over the personal data pertaining to the projects.

This wee caused particularly by the fact that much
confidence in the US officers responsible for this project
until 1 July 3.949 was lost for the following reasonst

(a) Insufficient support to the work of the field organi-
sations as resulting particularly from the fact that
the low number of able American field officers did not
meet all requirements.

(b) Short-termed allocation of money which rendered im-
possible financial plmmning.

(0) Seductions of the last months meaning for many members
of the organisation the deep disappointment to see
destroyed the result of their work 'to Which they had
devoted all their energy for years, and which in addi-tion put them into a precarious financial position.

2
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Though the german leaders of this project from the
very first beginning have greatly trusted in the US repre-
sentatives who have taken charge of this project since
1 July 1949, and though this confidence in the meantime
has increased so ; as to be called unlimited, it is impos-
sible that the same confidence should be expected already
from the field organizations down to the lowest levels.

The German leaders of this project are firmly con-
vinced, however, that the Chief of Staff 20 and his as-
sociates will by' appropriate measures succeed in inspiring
this complete confidenot into all field organizations
even down-to the lowest levels. This of course will take
some time.

Only then it will be possible to find a way which may
solve the problem in . questions The forwarding of the per-
sonal data.

Reverse Blank
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