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DONOVAN LETTER TO DIRECTOR OF THE BUDGET
WITH ACCOMPANYING "PRINCIPLES WHICH SHOULD
GOVERN THE ESTABLISHMENT OF A CENTRALIZED
U.S. FOREIGN INTELLIGENCE SYSTEM,. "
The unfortunate publicity given to the Donovan Plan

and to JIC 239/5 forced them into a long retirement. Also
during the first half of 1945 the tempo of the war in

‘Europe and the Far East was such as to occupy the full

energiles of all intelligence agencles. Within 0SS consider-

- able thought was being given to the theory and principles

of field organization for a peace-time secret intelligence
system, but the place which that would occupy in a national
inséélligence organization was left without much published
discussiocn.

Immedlately following V-J Day, however, the matter of
liquidation of the war agencles came to the front and the
0SS was threatened with extinction. In this connection the
Bureau of the Bugget played a leading role. This explains
why General Donovan raised once more, and this time with
Mr. Smith, the question of a centralized intelligence service.
It 1s interesting to note in the letter the clear indieation
that Donovan personally expected to be out of the picture
entirely by the end of the year.

Donovan's presentation again brings forward his Propo-
sal to put the centralized service directly under the control

.of the President, with an advisory board made up of the

Secretaries of State, War, Navy and Treasury, or their repre-

sentatives. The inclusion of Treasury was probably due tc the

importance which Ireasury had assumed as a customer for iIntel-
ligence because of its great interest in Safe Haven matters

and other types of fiseal intelligence and counterintellizence.

It is not clear from the documents whether this renewal

of the Donovan idea was the stimulus which drove the JCS to

the completion and presentation of thelr counter-proposal,
embodled in JCS 1181/5. It is, however, interesting to note
that the date of this document as finally amended, 19 September
1945, was but one day in advance of the announcement of the -
dissolution of 0SS. The division of the 0SS corpse between

the State and War Departments was ordered to be accomplished

by 1 October.
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25 jugust 1345

#rs _Arold J. Smith, uvirector
Jureau of the 3udzet

oxeeitive Office of the Presicent
Jashinzston, . C.

¥y dear ¥r. Smith:

In enswer Lo your commnication of August 23, 1945 in
reference to further reduction of personnel, we are worcing aadsr
what iz in effect & liquidation budmet. Within its Provisions we
have laken steps to terminale many of our operatiomal (as dis-izet
froa intellizence) aotivities and to reduse the rearinins parss to
& size conaistent with »resent sblizations in the 7sr Zaszt, in she
sceupation of Jermany and ‘ustria, and in the msintenance of 1ig-
zions in the liddle 3ast =nl ona the Asiatie and Suronean coatineats.

23 our liquidation proceeds it will become increasincly
difficult to exercise our functions so that we have found it necege
sary Lo set up a liquidabing comaittee with orocedures aad eantrols
to provide for the zradual eliaiaation of our gserviees in stan dih
the orderly reduction of dersonnel.

It is our estinate, however, with the sirictest ecanoy
of nenpower and of funds $he elfectivensss of X33 ag a War Azeney
will end a&s of Jamary 1, or at the latest Pebmuary 1, 17315, st
which time liguidation should be commleted. At that 20iat T wish
to retura to privete life. Therefare, in considering the cianosi-
tion to be made of the assets ecrested by 033, I sveax as a privaie
ceitizen concerned with the fulure of his ecounkrr.,

Ia our Joverament ioiar there isg no Pernsnent azener Lo
teke over the-functions which 333 will have bhen ceased to 2Tl orn.
These funetions wiile carried on as incident o ths war are in
reality essential in the effective discharge by thia netion o iig.
responsibilities in the organization and maintesamse of the nease,
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Sinece lsgt Yovember, I have pointed oubt the imnediate
neosssity of setiing un such an agency to take over the waluadle
assets ecreatad by J33. Amony these asmsets waas the astsblishnaent
for the first time ian our nation's history of a foreisn sseret
intelligence service which revorted infornation as geen throush
Anericen eyes. A4As an integral and inaevarable part of this serviece
there is & group of speciolista o analyze and evaluate the natorial |
for vressntation to Shose who determine national poliey.

It is not casy %o set u» a modera intellizence 3yataL.
It is more difficult to do 30 in Sime ol peace than in btize >0 var.

1t i3 izportasat thsrefore that it be done helore the lar
3?&13} has disappaared go that profit nay be nade of its axperience
and "inow how" in decidinz how thae new agency may hast be concucted.

I have already subaitted a plan for the establishment of
& gentralizod s;sten. Towever, the discuasion of that prcposal
incdicated the need of an agreanent upon cortain Tundamental Jripe-
einles hefore a cdetailed nlan is formulated. I{ thoass concernec
could agree upon the princinles within which sueh a gysten shauld
he established, accentance of & common nlan would be nore esaily
achioved.

Accordingly, I attach a statoment of oprineinles, the
goundness of wiich I believe has been 2atablished by study =ac by
practical exporisnce.

Sineerely,

dilliam J., Danovan
Jiroctor

SOEL
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