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INTRODUCTION

N The basic element in the history of the Berlin Operations
Base during 1946 and 1947 has been the maintenance of continuity
as a unified Detachment, in what may be- described as a semi-
overt status. .In this respect, no fundamental changes vere made
in the situation which had existed since the end of 1945.
Throughout the two years of nmy regime, there have indeed been
numerous occasions on vhich the advisabillity of maintaining this

- status has been questionedo' Sometimes the question was raised
by Heidelberg, sometimes by oursel've;s]1 but each time the answer

was the same: the operational, admi strative, -

. yantages of a compact unified Base outwelgh t

tages .of - dispersal and deep cover. As long as our

. premains the servicing of the Theater Commander and
- customers, as opposed to the secondary mission of establishing a
.-long range, permanent, truly clandestine coverage, the Army will

have to know who wWe are ith us. Externally, the

. administrativ ' ich have been built up

elaborately over two years are a précions asset which we are

" ypeluctant to liguidate. Internally, the cooperation between the
-~Branchesj the intimate connection be
. ‘the. executive heads; the convenience o

admirable facilities, all these have seemed to outwe

: {:'st. conceptions of .segregation and deep cover.

We bhave, in other words, mal tained a middle course. Ve have

¢ avolded the fcordon samtairevw_
. but we have also kept a substantial

' measure of It is, of course, impossible "to be sure that
‘our security measures fiave been sufficient to divert the attention
" of the opposition completely. In a position such as OULS, one

. does well to remember the Greek moral “Count no man happy. (read

unblown) until he is deadl® Nevertheless, we feel some confidence

" ‘that our security position is vadically different from that of the

overt agencies, S-2 Bérlin Command, CIC, and the Intelligence
Office of Hilitary MGBS). All-their execu-
tive and staff perso OV e Soviet EEI'8.
Perhaps our personne those EEI's, but so far
no case of major sig - Some 10
British and American agencies which would be in a position to re-
port any major securlty break affecting us have provided at least
negativé‘conflrmatlon of our practical anonymitye. :

‘Security-wise, our semi-overt status has caused us some un-

.happy moments. The most alarming flurry was that brought about by

the Associated Press dispatch on the so-called underground rajilway,

-SEg%ET
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have escaped the attention of unfriendly eyes. At any rate, we

_were-able to derive at least a vindictive satisfaction from the
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" tions by the press was the publication by Joseph Alsop of the

~cation without prior clearance.

efforts to develop outside cover positions for individual staff

"by an obstacle which for the time being seems insurmountable, viz.
_the refusal of General Clay to permit the use of Military Government

. full approval of the OMGUS persomnnel Officer, the Theater Director
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alleged to have spirited HMikolajczyk out of Poland. The unfor--
tunate reference to "a War Department detachment" sent us into
a prolonged tailspin, from which we gradually emerged, clinging
to the hope that the difference between "a" and “the" WDD may -

-

did the best we could to lock the barn door; we found out the
fdentity of the culprit and got the matter into IG channels. Ve

fact that the indiscreet OIGUS official was abruptly returned to
the States. We have never been able to ascertain whether the
cther offender, i.e. the AP correspondent, felt any remorse for
uis unethical release of false information, damaging to American
security, or whether any deterrént effect was achieved.

_ This incident remains the only one of which we are cognizant
affecting the security of our Detachment as a whole. The result-
ing decision to change the name of the Detachment would have been
inevitable in any case, since the passing of the War Department
has made our designation a rather conspicuous anachronism. We
look forward in the spring of 1948 to a carefully plamned change
of name and cover, carried out by an officer specially designated
by Heidelberg to explore all the wanifold administrative complexi-
ties which such a move entails. We hope for once to have & -
thoroughly cogitated and rélatively foolproof approach to a problem
which in the past no one has ever confronted with sufficient
thoroughness. ’ :

The -other principal blow to our security through indiscre-

substance of one of our secret reports entitled “Speech by _
Sokolovsky". We have never fully got to the bottom of this leak,; -
partly because it has seemed inexpedient to press too hard. It
seents almost certain that this report was shown to- Alsop on instruc-
tions of the highest State Department authority in Berlin. Whether
this action was, as one important official put it, "a deliberate
leak" based on orders from Washington, we have not attempted to
find out, but we have-let it be known at the highest level con-
cerned that our agency does not recognize the existence of any -
authority competent to release our classified material for publi-

In connection with Detachment security, we have made repeated

members. From the outset, however, we have been greatly frustrated

cover for clandestine operations. During the first half of 1947
we made a number of tentative approaches to the problem.  With the

of Intelligence, and even the Chief of Staff, Brig. Gen. Charles _

SEQ!%T
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Gailéy, we actually installeéd " fenry Hecksher, Chief SC, in
the Public Safety Branch of OKGUS, under an alias. However, as
- the result of an unfortunate i->*---+ and
-...the Chief of Public Relations,VkLKS&?& - excellent arrangements
- were so badly disturbed that w. were forced to withdraw him to
the haven of our own Detachment. Since this incident raised
the general principle to the level of the O#GUS Chief of Staff,
we: felt 1t advisable to push it to the final echelon, and clear
up once for all the somewhat unknown quantity of General Clay's
policy. The occasion could not have been more favorable for a
strong presentation of our request, Brig. Gen. E. K. Wright
. personally presenting it on our behalf. General Clay®s answer
wgs a polite but unequivocal “No". He erplained that his lofty
- concept of the integrity of the ifilitary Government function
ruled out altogether the “practice of dissimulation and under-
cover activity. He was quite willing to ertend the use of
military or, any other related cover available in the theater, but
under no circumstances that of Hilitary Government. We of course
assured him we would comply.

This ruling puts us at a great disadvantage [~y

' However, it has not put us completely out of
business. Within 02GUS there erist-facilities which are not
strictly. those of Hilitary Government, notably within the ad-
ministrative and logistic headquarters known as Berlin Command.
. Berlin Command is not ruled out by General Clay‘s decision, and we
have already found at least one admirable niche in the Provost -
Marshal's office for" Geoige Belic - . We feel that other places
will be available as thé need occurs, and we have been able to
- count on excellent cooperation from the commanding officer down.

Establishment of cover on a group basis, which would be re-
quired in the case of a dispersal of the Detachment, does not
yet seem feasible. It was hoped that the proposed transfer of
- control from Army to State Department in July 1948 would open
. new cover possibilities, but the cancellation of the transfer
~ set back those hopes indefinitely.

. With the maintenance of our Detachment identity, unity,
security, and cover has gone the retention of our physical prop-
erty, especially our office building at 19 Foehrenweg. In the
late summer of 1947 we were subjected to a rather serious attack,
directed by the Chief of Staff of 0:MGUS, Brig. Gen. Charles
Gailey, but actually inspired by General Clay himself. Since
his accession to the Theater Command in March of this year,
General Clay-has repeatedly given evidence of the military man's
(and engineer's!) fondness for tidying things up. He has: showed

sggﬁgﬂr

Approved for Release: 2022/11/14 C00144185



Approved for Release: 2022/11/14 C00144185

s@?ﬁhT

&
. - & -

a predilection for consolidating the numercus scattered flags
and colored pins which dot the installation map in the Sed
office of Berlin Command. At times, indeed, this drive has had
unfortunate results, as in the case of General Clay‘s personal
order to pull all outlying HP detachments into a single central -
barracks. The effect of this order, as pointed out to him in -
advance by all the American law-<enforcement and intelligence
- . agencies, has been to denude of police protection the highly .
-exposed areas bordering’ the Russian Sector, and to invite abduc-
. .. %lons7and other Russian foriéys into our sector. General Clay
.. admitted that he was taking a "calculated risk",

.., - Gemeral Clay*s order to consolidate all minor headquarters
- hit CIC, S-2, and ourselves gt the same time, creating much
consternation. CIC faced the threat of GI regimentation in
barracks and the loss.of its -large billet dnd office compound.
£8-2 was c¢onfronted with the disadvantageous prospect of sharing
a modest and completely public wing of Headquarters Command with
the other S's. And-we were invited td:give up our building and
-move into the OHUGUS area where it would, be difficult, i1f not im-
possible, to operate owr own motor podLl and maintaln physical
security. - -As a result the three agenéies made a common front,
.and after some hesitation the Theater Director of Intelligence,
. Major General Robert Walsh,: went to bat. successfully for all. In
‘our case, we invited a personal inspection by General Gailey
and succeeded in convinecing him that our building was not oniy
- ideal for our purposes, but was much toé¢ desirable a property to
turn back to the German economys We were greatly helped, I might
addy by the intervention of General Wright, whose visit to Berlin
coincided with the crisis, ' : '

: I should also add _we did not make the fight to retain .
the building, merely out/inertia and relitctance to be. disturbed.

- We eramined carefully the alternatives which, besides dispersal,
included the choice of two buildings within the OMGUS compound,

' more or léss comparable in size to our owne. Ve weighed the -
security advantages of a change of lochtion and found théem wantihg
against the equally obvious security risks of the physical move
and the inevitable setback to the continuity of our intelligence

~ production, . ' '

_ ¢ Perhhps the most important development of 1947 affecting the
. - -Base as a whole Wwas the reversal of the personnel attrition which
- had taken place in 1946, When I arrived in January 1946, the
strength of the Detachment was about 27 Americans, including
enlisted men and secretaries. Shortly thereafter we were invited
- to Submit & personnel estimate, based on an optimum T-O for a
selfecontainad operating and reporting Base. We .arrived at the -

sggng"
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figure of 41 or 42 as the minimum for a fully rounded operation.
However, the next few months marked a falling awayfrom rather

than an approach toward this goal. At the lowest point, which
was reached in the summer of 1946, the entire strength of the
detachment was 23 persons, civilian and military. However the
tide turned, and gradually during the past year we have moved
nearer and nearer to our T-0. As of the present writing our
actual strength is 35 civilians, 5 EM. New recruits were sent
out from the States and routine transfers were made from other -
parts of the Station. However, the greatest accession of strength
occurred in the summer of 1947 through the dissolution of the
Intelligence Branch at Heidelberg, and the transfer of its person-
nel to field bases. . -

The gain in personnel has been even greater in quality than
in quantity. Washington recruiting, though limited in numbers,
has produced an outsianding group gf 6 young case officers,
admirably suited to permanent careers in the organization. The
breakup of :Intelligence Branch gave us a new head for each of
our operating branchesﬂ;z tzz bringing to us
the full benefit of thelIr desk erperience at level of an
intermediate headquarters. All in all, we may thank both
Washington and Heidelberg for a generous and wise allocation of
personnel to what we naturally consider the all important level
of direct intelligence production. ' '

A word should be said concerning problems of morale. Despite
ups and downs I believe that the curve has mounted steadily during
the past year and that the morale of .the personnel at this Base-
has never been‘better than it is today. Mutual confidence between
Heidelberg and Berlin obtains on every level. Our case officers:

. have recovered from the dismay brought on by our security losses.

As indicated below, the administrative picture, especially trans-
portation, has improved, bringing relief from the chaos and dis-
{on inherited from the break up of the wartime organiza-
tion. Anifinally, and not least, the influr of dependents has
stabilized the personal lives of & considerable percentage of
our staff, and brought an element of maturity and dignity as.an
example to the rest. The situation is indeed by no means perfect.
There are still instances of immaturity, emotional unbalance
and social inbreeding within our little community, but these are
being treated with tact or firmness, as the case demands, and
gradually eliminated. We have entered 1948 with a spirited yet
disciplined staff,. in the true sense an elite group.

5EC£T

Approved for Release: 2022/11/14 C00144185,




Approved for Release: 2022/11/14 C00144185

~

SEI(}{ET
PART IT

QPERATIONS OF BERLIN BASE

The principal evecutive responsibility of the ‘Chief, Berlin
Operations Base consists in the general supervision of inte1li-
gence operations. Although ultimate control rests in Heidelberg -
and Washington, immediate operational responsibility is delegated
at the Base to the Branches, there remains a substantial element
of intermediate responsibility which the Base Chief carriess 1In
practice, because of the scope and ertensive ramifications of
FR operaéions, I have been able to exercise only the most general

supervision, .confining myself to matters of significant security
or-poliey importance. In the casge of 6Cy with 1ts wuch more
compact and intensive scals of operations, I have been able to
naintein a correspondingly closerdegree of

detailsﬁ- T ' .

interest even in smal1l

\

ff'ghail discuss the- two Branchés separafely'and then devote
a section-to the problem o he nterrelations. .

' ‘r . . _
T e aaal7 7
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The trend of FR lntelligence production, as measured in number
of reports, may be indicated by a few simple statistics. During
the first eight months of 1946, the output of raw and disseminated
reports rose from some 300 per month to an average of 500 and s
peak of more than 700. With the reorganization of SSU into WDD on
20 October 1946, the present report series began with #GB~l =- and
almost & year to the day later the Berlin Base logged MGB-5000.
(These included nearly three hundred SC reports.) In August 1947
a total of 525 reports was logged and forwarded, but a deliberate
and vigorous effort to reduce the flow of usaless.or mediocre
material brought the figure down to 213 by October and has-kept it
in that neighborhood ever since. Both casé officers and reports

- officers were instructed to apply much more rigorous scre

standards than before, so that we could concentrate on improving
oar output and free reports officers all along the line from a
&logeging weight of paper. ) _ I

The. statistics abové are in themselves not particularly en~
lightening evcept as they indicate a rhase of quantitative erpan-

sion, followed by one of contraction. In order to 1llustrate the

reéal significance of this development, and comment briefly on the

- trends in scope and quality of FR coverage, I shall review in broad

terms the historical development of FR operations since the estab-

lishment of the Berlin Base.

1. The development of the FR Branch of the Berlin Operations

"Base during-the past two and a half years may be said to sum up.

the transition from the wartime operatiod of 03S/SI to the.begin-

“nings of the permanent long range organization.of the post war era.
This development has gone through four phasess a) July 1949 to

February 1946, the attempt to convert the relics of wartime SI to
the purposes of the occupation periodj b) March to September 1946, -

concentration on military intelligence and the development of new
- chains, especially for evtensive area coveragej ¢y October 1946

to June. 1947, gradual ehift to intensive coverage of fewer and
more highly selected targets, beginning of liquidation of chains
and other securily losses; and d§ July 1947 to date, reconstruotion
and tightening of the FR agent system with a view to long range

. production.

. @a. July 1945 - Fe 1946. As was inevitable,.the
‘{mmediate postwar phase in Berlin was marked by the carry over. of

substantial parts of the wartime SI Branch. The Chief of the German

- Bission, Mr. Allan Dulles, brought with him from Switzerland & con-

siderable group of high-level Germans,

) . ) ; thé so-called Crown Jewels,
who had béen recruited during the war,

_ _ .But however inipressive on
paper, the Crown Jewel program in practice proved unsuited to the

SE?ggT
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prevailihg situation. Most of the individual members naturally
mede haste to get back to.their personal affailrs, law, politics,
journalism, business. Even had they been interested in continu-
ing to work for 085S, -there was little that they could contribute
in the way of clandestine lntelligence. The chief concern of
many was to capitalize on the credit they had earned by their
services during the war, and in some cases thelr evaggerated

in the long drawn out termination of our relationms with .
Today three Crown Jewels remain on our books in Berlin, including
ané our only remaining concern with him is to fulfill

‘at long last our ancient promise to get him to the States.

o The principal reason for the collapse of the postwar
Crown Jewel program lay, however, in the d sintegration of the

0SS jtself. After Mr. Dulles refurned to the States in October
1945, a series of commanding officers and evecutives passed in
rapi& succession through the Berlin Detachment. Redeployment . _
was swift, and in a few months the strength of the Detachment fell
more than fifty per cent. SI Branch suffered heavily from this
personnel attrition. Moreover it was split up into a number of
separate operating units (Peter, David, etc.), physically isolated
and with no control by the Berlln Chief -- control being everted
(if at all) by Wiesbaden., In large part, it is.the memory .of.
this atomistic and undisciplined era which has deterred us from
undertaking a new program of dispersal. : - .

During this period the presence of Mr. Dulles -- and.

.. for some time after his actual departure, the impact of his

personal prestige -~ enabled the Detachment to operate on a very
high echelon. Intelligence reports were delivered personally to’
General Clay and Ambassador Murphy, and direct access to the
“presence” was frequent. This was undoubtedly gratifying, but

in the long run it produced unfortunate results for which we are -
still paying. The fact seems to be that SI production in the last
quarter of 1945 was actually of low quality, and the effort to
sell it directly tq General Clay had the boomerang effect of giv-
ing him a low opinion of the organization. Indeed, he showed

an indifferent if not hostile attitude to intelligence in general,
during 1946 and 1947; an attitude which applied primarily to the
G~2 agencies, but in part also to ourselves. Much -of our effort
during the past two years has been almed at counteracting this
negative view by steadily improving the quality of our service
for Theater customers, so that the merits of our positlve intel-
ligence speak for themselves without special salesmanship. There
is reason to believe that we are beginning to succeed.

Two other shortcomings were apparent in the SI produc-

‘tion of this early period. In the first place, too.much attention

was paid to rumors, high level gossip, political chitchat. Lengthy

Sﬁfgé;f
/ .1

Approved for Release: 2022/11/14 000144185




Approved for Release: 2022/11/14 C00144185

reports from highly placed agents were purveyed as intelligence,
whereas in many cases they represented mere axe-grinding or
Jammerberichte. It 1s not surprising that materlial of .this type
soon elicited a negative reaction for the principal customers.
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- The second defect resulted from a mistaken judgment
of target priorities. During this perliod an unduly large share
of our attention was given to Poland and New Poland. This area
was naturally a major target, but effective coverage was (and
‘has remained) impracticable. We were never successful at ree
cruiting agents who combined professional intelligence skills
with the necessery knowledge of .the area, courage to run the
great risks, and dependabllity. Those whom we did recruit were
motivated by overweening personal interests: business in Upper
8ilesia, undiscriminating agitation mgainst the Oder-Neisse -
frontier, or smuggling and the black market. Further, this
concentration on Polish-held areas distracted attention from our
target of primary Interest, viz. the Soviet Zone.

o b. MarcheSeptember 1946, This initial phase of post-
war positive operations came to an: end during the first two months
of my regims. I do not take any credit for the transition, since
it was largely directed from higher headquarters. . Recwrro peys

3 Who had been the last chief of the Berlin Base prior to
ny arrival, was now .In charge of.the responsible desk in Washington
bringing’ to headquarters his direct operating erperience. . -

- Wiesbaden -and leter Heldelberg had- shaken down the .swollen wartime
growth and set up the strongly staffed intermediate SI organiza-
tion which culminated in the so-called Intelligence:Branch. My
own role in the conduct 6f SI operations was distinctly limited
during this entire. phase by the Heldelberg policy of strong inter-
mediate control. * Most of my attention was accordingly devoted to
establishing liaisons and to coping with the inherited administra-
tive disorder of the Base, leaving positive operations more or
less to themselves, . .

3
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o _ The basic event of this second phase was the an-
nouncement of the Grail Program in June 1946, which had been an-
tlcipated by an urgent shift to military targets for G-2 USFET
(General Sibert) in March 1946. First Frankfurt requested, and
then Washington required, that we elevate military intelligence,
aspecially Order of Battie of the Soviet armed forces, to the
highest priority,at no matter what cost to our other operations.

The effe¢t on our positive éperations was of course sweeping;
in some respects it was dtsastrous. .It was obvious that SI opera-
tions had to be greatly evpanded, and with great speed. The only
way fo do this was to build up large agent chains, reaching out
and covering the Soviet Zone throughout its length and breadth.

SE%T

Approved for Release: 2022/11/14 C00144185,

[EET STV

Y ]

. Lo . 3
-. .-‘ -"-.

L LI

Qe

y,

- !
LI,




’

}
f

L

[

: N ¢
Ll RE &

g’

Ly

A

S
r._._;,-}.','_-.

R \
- . L1 . ".
. s e . . .
4 CRAT . .
. ) T ‘ . ' . )
N v : A .
. o ' 0

T i et IO

Approved for Release: 2022/11/14 C00144185

dilie - 10 -

SI Branch embarked on this evpansion with great vigor and enthusi-
asm. Under the guidance of the energetic but methodical  Hencvs
HfwwTan , {ts operations office became a center of intense activi-
ty. Chains thrust out like rapidly forming crystal fingers, Re-
ports flowed in and new briefs were issued, the great majority
written by o704  fhimself, in response to the ever increasing.
-impact of the Grails. It was a dynamic and evciting period as re-

"port numbers mounted and sub-agent chain numbers steadily prolif-

erated.

In retrospect it is easy to criticize this free and
easy period, but at the time everyone -- our customers Heidelbarg,
Wasbington -~ was immensely pleased and kept on deman more,.

-There. was a certain gratification in being able to pinpoint. a

target anywhere in the Russian Zone, and dispatch an agent to

- cover it almost at a moment'!s notice. Perhaps the classic opera-

tion of this -type was the surveillance of a large cache of uranium
8alts at Ludwigslust, which we ¢arried out for the Manhattan
Engineering District. We could put a man into the warehouse almost
at will, and from afar we watched with satisfaction the elimination
of_the<&angerous salts by their use in tanning white leathert

, Although the production of military intelligence
enjoyed: top priority at this time, it did not preclude a vigorous
expansion of our political and economic coverage. It was during
this period that| Peter Sichel ‘g then Chief of the branch and

. Suton” 1 develo clandestine. Intelligence reporting on the

Soviet Zone to the point of routine; and established the basic

penetrations into the Central Administrationsin Berlin which con-
‘§titute the staple of FR Branch today. Although taken in detail
this type of production was- less spectacular than the Grail work,

-in the aggregate it has produced a more lasting impression. By

the beginning of 1947 FR economic and political coverage was
clearly established as the best produced by any intelligence agency
in Berlin. Our prestige with ODI, OMGUS, reached a.high peak
from which it has never declined. So great was ODI's confidence
in our Soviet Zone coverage that the Chief, Calonel Rodes, re-
quested us. to set up what amounted to a clandestine-organization
of resident intelligence agents, comparable to the overt intelli-
gence officers of Military Government in the American Zone,. The
project, of course, was unfeasibld, but it indicdtes the evtent
to which standing coverage through agent networks had come to be
taken for granted. : ’

' Cs. Qctober = Jun 47. -The transition to the
third phase of positive production was gradual. Even at the
helght of the second phase there weéie misgivings, both in Berlin
and in Heldelberg, that chains were being pushed beyond the danger
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point. The o0ld Vetting Desk of ¥-2 had broken down under the
load of new recruitments, and the Agent Control Branch which had
been set up under SI Steering was attempting to shoulder the
responsibility for checking backgrcund and security. The Intel-
ligence Branch was divided between the desire to continue the wave
of eypanding production and fear of the eventual consequences of
the boom. My own position also was beginning to change. In
October 1946 the Chief of Mission, Crosby Lewls, officially
instructed me to assume a part of the supervisory reésponsibility
far FR operations, which hitherto had been fairly closely held
by 61 Steering. I was glad to acecept, and indeed had suvlicited
this evtension of my responsibility, t’;ut to a certgin evtent
“danger symptoms had aiready emerged which it was too late for me
to check. Moreover an element of tension had developed between
Berlin and Heidelberg in which personality factors were at times
a grave source of friction ~ ° rehension. In response to
‘the Washington directives, JviTod had driven the evpansion .
phase of our program with all the efiergy and zeal of his powerful
character. By the fall of 1946 he was, so to speak, caught in
his own momentum. The pressure of channe**-- “—#-%s to and reports
from more than 250 agents was such that Svrred  could hardly

nk any-longer in terms of cutting down. ine system was moving
fast, if not hectically. _

| . It would be a mistake to think that FR Branch in
irﬂ“ Y- lost the faculty of self criticism. It is true that

i -
. e o
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Mr. (VIT0¥ appeared at times to lay himself open to ithe charge

d¢ vy gre Lewls of being an “intelligence broker'! X EvER The
lass one must remémber two.things. In the first place] \CUIT()/r/
who has g strong strain of military discipline in his nature, was
acting on his interpretation of higher orders. On the other hand,
even at the height of his campaign to produce at all costs, he
never lost sight of long range objectives, and indeed defined them
more clearly and thoughtfully than almost anyone else.in those
days vhen the future of SSU was so tenuous. His fertile imagi-

nation and powerful intellect were re eatedly brought to bear on
the long range problem, and produced W
M ruch of our most st ating thought on

e subjéct. Thus it was not from an evcess of "boyish enthusi-
asm® on the part of its directing personnel that FR Berlin eventu-
ally found itself in serious difficulties., :

"y 1T X -, *

o

.The bill for overerpansion was pre‘sented‘ at the end
of 1946,. and we ‘have been paying it in instalments over since,
The arrest of a large part of the ichain in the last two

weeks of December 1946 established a pattern which with vari-
ations was followed in 1947 by the compromise of the #
the

chain.. Geherally a s

chains, and in March ,
gle weak link was detected by Russian

_£ET
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counter intelligence: sometimes by chance, perhaps as the result
of a routine pick up for blackmarket or other charges, and some-
times through an agent gone sour and bought over. Only rarely if
ever does the initial break seem to have come from a deliberate
penetration. ' ‘

Usually the Russilans avoided direct action until
they had learned almost all the detatls of the chain®s makeup. -
Sometimes we were even able to follow their progress through at-
tempts at kidnaping, luring agents into the Russian Sector or Zone,
and arrests which were followed by attempts to double the agents
and their subsequent release to work against use. Accordingly we
were sometimes given advance warning and were able to save some
of the wreckagey this was especially true in the case of the

jcomplev. But once the Russians had a sizeable group of
men wi their grasp they were usually able to make effective
concerted swoops. As we learned to our cost, the time margin was
evtremely smallj once the trap was sprung, 1t was usually too late

. for us to rescue the more remote agents. We have since learned

something of the cost to the agents themselves; sentences of five
to twenty five years in Siberia, misery and dven destitution among
the families left behind.

) All these losses have been fully described in
reports by the case officers concerned. The classic document of
this type is s compiehensive study of the blow-
i tracing its causes back to the very
origin of the chain and the operational handicaps in terms of
physical fatilities and security protection which characterized
the Grail evpansion, - As a clear historical resume of an important
characteristic case it should constitute a valuable training

B memoranda on- the

GRS conple~ andpon not only as demon-
strations of the conscientiousness and eneTgy with which FR case
officers have faced their baptism of fire, but also as products
of FR's steadily increasing effort to'aChieve full and candid re-
porting on its operations. We have been gratified at the under-
standing reaction of higher headquarters to these reports..

_ Several lessons have emerged—from this third period
of our operations: 1) Operation of complev agent chains is risky
and in the long run unprofitable.” It is only worthwhile in a
fluid tactical situation, where evperse, measured in terms of

human life, must-be disregarded. 2) Chain operations, though
. achieving the wide coverage necessary in a tactical situation, yiel

on the whole low.level and ephemeral results. 3) It is difficult,
if not impossible, to accomplish hermetical compartmentalization wi

in.chains, when the physical location of the sub-agents allows the

case officer no contact with them. Paper segregation of sub-agents

SEgvéér
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seldom works out in practice, especially when physical facili-
ties for housing and meeting are severely limited. 4) Opera-
tion through cutouts, though admirable in theory, does not vork
out in practice under the conditions so far prevailing in
Germany. 5) No amount of coaching is likely to develop a real
security consciousness in a German agent unless he has already
had some taste of professional conspiratorial evperience. 7)
Cutting down a chain automatically brings forth additionel )
security weaknesses. Dismissed agents either go sour or attempt
to get recruited by another agency, OT drift into bluck market
and other illegal activities where they eventually evpose them-
selvese - There is no such thing as pruning or consolidating a
chain with safety. When it has to be cut down, it had better

. be liquidated altogether -~ and even then we and the dismissed

agents remain in almost as much danger a&s ever. Many of our -
casualties were agents whom we had dropped many months before
they were captured, and they in turn implicated other dropped
agents and some who were still active.

: The ultimate moral, and it is a painful one, seems
to -be that any successful productive operation must eventually
be paid for by an even greater. outlay of effort in disposal and
liquidation., For that reason, perhaps the.most important out-

-side development of. 1947 affecting FR operations was the organiza-

tfon of the disposal unit at Heidelberg. Their responsibility

is a heavy one, for-they have to suffer dismal headaches long

after the shouting and. the tumult have died away. :

_ 3. July 1947 to date, The transition from the third
to the fourth phase of FR operations was gradual, but was well
under way by 1 Tulv 1947, when a w~*-~ shift of personnel took
place., Both §urry [and S(#Es lhad arranged to return
permanently to the States, anu arrived fr »
Heidelberg to become the new clifef of the Branch. But [¥¢ e E’/l
who had been chief since the fall of 1945, at that time changed
his long-standing plan to enter his family business and'“"";’f-
B (o’ §

place. Naturally his decislon was more than welcome, nogv oLy
and myself, but to the case officers he had trained

- and all others who knew how much of Berlin's success in posi-

tive intelligence was due to his unceasing energy, skill, and
aggressive imagination, '

- This change in personnel was in part a result of
an important reorganization carried out at -Heidelberg. In the
spring of 1947 it was decided to dissolve the Intelligence Branch
at Headquarters and assign most of 1its staff personnel to the
Operations Bases. The change, of course, greatly strengthened

SE%T
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the staffing of the bases, but in addition it bestowed upon them

a much broader measure of operating autonomy than they had hither-
to enjoyed. Although the Chief of Station has continued to main-
tain full files of agent operations and evercise overall super-
vision, he has in effect delegated all the detailed supervisory
functions of the Intelligence Branch, retaining only the general
policy control and the supervision of financial and supply account-
ing in Headquarters. ]

In terms of organization and operations, Berlinfs
most important benefit from the dissolution of IB was the trans-
fer to our own office of Agent Control. Not that the agent

control function had been neglected by IB; on the coatrary, first
and later. had carried

"4t out with admirable thoroughness and objectivitys  The Agent

Review prepared by in the spring of 1947 was a °
masterpiece of analysis and cr cism.- Although at the time,
there was some resistance to the sweeping house-cleaning which
recommended; in retrospect all of us will agree that
marked - beginning of a new era in FR Berlin. The wholesale
dismantling of chains and liquidation of non-productive, marginal,

and insecure agents, even ly (and sometimes with the help of
- the RIS) followed blueprint fairly closely, though

here and there certain points of overemphasis have had to be
COrrected; . .

pm s agent review was the swan song of out-
side agent control. The transfer of the function to Berlin was
accompanied by two other new developments which made genuine and
effective agent control possible for the first time: _

| 1. RSN, :ne from IB to set up
and maintain Agent Control in Berlin. . During the past eight
monthsq achievement has been truly monumental. The
whole system of agent files has been revised and filled out
so that it is now far more comprehensive, complete, and rational
than ever befores; Service records have been prepared for the
hundred-odd agents.who have been dropped. By daily contact with
the case officers4iil has instilled a new sense of disci-
pline into their preparation of operational reports, which in
turn has reacted favorably on their whole technical approachg
especially in matters of 'security and completeness of personal
information on the agents.. The typical agent dossier is now
clearly organized, with summary and detailed statements of
personal background, record of contacts, suppllies issued, reports
recelived, etc,
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2. The monthly progress reporis by the case officers
have also helped to lkeep Heidelberg and Washington far better
informed on the evact status and scope of Berlin operations than
hed ever been possible before. At first the reports, which were
initiated on instructions from Heidelberg, were written by the
overburdened case officers under dismayed protest., Graduclly,
however, they have been accepted as an essential part of the
case officer*ts duty, invaiuable not only to higher headguarters
wut to the e-ecutive staff of the Base, and indeed to the case
officer himself. ’

A further systematization of our work resulted

from the reduction of agent operations to project form in July 1947
Although this task seemed &t first a mere bureaucratic auisance,
_ we finally came to welcome the additional insight it gave us anc
other headquarters into the whole FR pictures The first weeks of
s tenure were profitably, if hectically, spent in comb-
.ing the files, talking with the case officers, and condensing the
facts about each agent into a compact project summarye. We were
- gratified by the favorable reception and wholesale approval by

- Heidelberg and ¥Fashingonj we: thought that the job had perhaps
been done once and for all, and that for future accounting periods
7+ a statement of change or no change would be sufficient. When it

. came tima to restate. our projects as of 1 January 1948, however,

, H@alt that so much had changed, and so much else needead
. Yo be amplified and clarified, that mere revision would not suf-

f¥ce. Therefore his second project statements, almost without
. - ewception; represented completely new formulations, fuller and

’ more’realistic in general, especially with regerd to costs and
eventual &isposal problems. We have begun to face the eventu-
ality of-a currency reform, and have called attention to the
jnevitable rise in hard cash and supply costs which it will bring
into our hitherto phenomenally economical mode of operation.

_ ~ Another basic achievement of q& regime has
been the reorganization of the Reports Board and i¥s procedure.

‘The dissolution of the Intelligence Branch bestowed upon us a

:"'_gréatly increased responsibility in reporting, but a gain of only

e person soon to return to the States). M

y s office was given .entire responsibility for the handling
_of FR intelligence reports from the moment they leave the case

- officers until they are put into the pouches, by-passing the
sereening which they used to receive in the Operations office at
a cost sometimes of considerable delay and duplication of effort.
One result of our increased local responsibility, especially for
screening out mediocre or useless material at the earliest possibl
stage, has been a speed-up in reports handling all along the line.

sl
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Summing up the past two years® development in
sositive intelligence coverage, certain achievements and certain
fejlures stand out. Broadly speaking our political coverage has
remained at about the level it began to reach withour reports on
the Hermes=CDU crisis of December 1945: all but evhaustive on
the CDU, as much as necessary on the 1DP, much less on the SPD

and fragmentary but occasionally good on the SED and its ancil-
laries. The increasing coverage by other agencles and by the
press has tended more and more to duplicate our own, and, because
of the unique political situation in Berlin, the classic distinc-
tions begtween clandestine and overt political intelligence, be-
tween straight news and behind-the=scenes information, between
truth and deception, have broken down completely. Our present
function in the political field has therefore become uncertain
and confused, and we have tended to neglect current spot coverage °
in favor of iong range penetration. In the case of one important
target, the CDU, we had occasion at the end of 1947 to point out
to our local customers (some of them amateur rivals in the matter)
.that the¢ party was so redundantly covered by a varlety of agenciles
that we were forced to protect our long-range interests by with-
drawing from the spot-news field. In the main, however, we have
supplied a steady stream of information on party politics, with

a fair trickle on the political maneuvers of the Russians.:

In the economic field our coverage has shown solid
progress. Our long statistical reports based largely on docu-
ments purloined from the Central Administrations now constitute
the bread-and-butter output of the Base. ¥e are rifling the
confidential files of the Reichsbahndirektion and the Derutra
trucking network systematicelly, and our disseminations on.freight
shipments recall staple issues of SI during the war. It is in the
field of Russian Zone manufactures, quotas, allocations, ship-
ments, and accounting that we have provided our best and fullest
information on Soviet aims and actions. Thesgiiiiiiiiichain alone
would suffice to give us a near moncpoly of this field among
Berlin agenciess

. Finally we may point to the increasingly thorough
coverage of scientiflc and technological developrants =2 Eerhaps
the most creative e~pansion of FR production. SICHECS ¥s keen
eye for intelligence opportunities has been nowhere more pene-._,
trating, and several case officers (particularly u
have developed considerable flair in evploiting new leads. Ve
have been greatly encouraged in this effort by the support of
Washington, which has promptly answered briefing requests and has
given us a sense of the value of our material. We have also been

"gratified by the occasional impact which we have been able to
make on OMGUS, notably in theb affair, which largely as &

SE?A(ET
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Feclt ~f -~ strictly clandestine inteiligence initilative by
Mr. SiChel r1as carried throusgh to the successful prosecution
| Bt P - =] . ) T

of the nst directors and engl uhe Askania
Plant.. B R e e e s B

On the deblt side of FR production we must place
our disappointingly small headway with SR, where our pene-
trations are proceeding very slowly, and the almost complete lack
of .Russian and other non-German sources. FR has daveloped no
important Russian case, defection or penetration, sinceiits
tenporary and limited participation in It i8 only
fair to poirt out that FR has been handicepped by lack of person-
nel specificelly qualified to handle Russian casesa Moreover, it
is fnevitable that SC Branch should have taken the lead in this
fleld{ since automatically all Russian c¢ases in their initial
stage must be handled as suspect penetrations. I shall return to
this- question below, but I wish to emphasize at this point the
importance of assigning Russian-speaking case offigers to FR as

well as to SC Brenche

' _ Though there have been tenuous and inconclusive lead
into Yugoslav groups, and occasional scraps on the alleged re~
cruitment of various nationals for fighting in the Balkans, FRfs
non=German production has been uniformly meagere Our withdrawal
from the. Polish operation, mentioned above, wWas an acknowledgment
that with our present type of staff and recruiting possibilities,
and under the conditions now prévailing in Poland and New Poland,
penetration from Berlin was ineffectual and unprofitable.

‘ In concluding this highly generalized survey of
FR Branch, I should like to emphasize what seems td me its most
tangible and enduring-bchievement, viz. the truining of intele
ligence officers. The case. officers and the evecutive staff of
the Branch, not to mention™SC and myself, have profited enormously
from the past two years! evperience in positive operatiomss The
self<criticish inspired by the Agent Review, the self-discipline
and restraint which were*required to meet -and cope with our
security .problems, the e+tension of our sphere of e~perience with
the contraction of our target areas--all these are grounds for
sober satisfaction. In my opinion the FR Branch in Berlin can
view the prospect of the future with confidence and optimisms

SE?&%;F
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B. SC Branch

¥ There have been no fundamental structural changes in the
JI organization of the SC Branch slince its activation. Naturally
. there have been the inevitable changes in personnel. The most
s important of these changes oge ~red in Tune of 1947; with the dlsso-
i - 1ution of IB in Heidelberg. tecksn € X was transferred to Berlin
i replaclng[ Tom Léar as chief of the branch. :

H B The intelligence productlon of the SC Branch has been relatively

B steady throughout 1946 - 1947, though the number of reports has .

5 - constantly decreased. This was due to several factors: a) elimi-
S nation of reporting on certain toplics, such as former GIS members,

Nazis in hiding, low-level RIS»Operatlons, etco; b) elimination of

" operations reports unless the contents had direct bearing on intel-
1 ligence; c¢) higher standards of reporting-required from case )
. officer. From a technical point of view, the only change in TepoTt-
[ S ing technique occurred with the introduction of BSC Ops reports in
$8  late 1946; Otherwise the standard RIR of old =2 days was preservec
g with minor changes., Numerically, our reports were divided as

: follows:

il 1946 1947

B RIR : 647 254

3 BSGC Ops 10 193
Total 657 447

In operations as in personnel there has been both contingity‘
S and change. Our principal targets have been confirmed and pr;orL~
zl ties assigned by Washington directives. Our shifts in operational

Lol | Sﬁgﬁinf
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emphasis were in part a respcnse to directivesy in part the
natural outgrowth of the changes in personnel ard the lessons
of experience. '

The primary SC target remained in 1947 as in 1946 the Russian
Intelligence Service. But the method of approach has undergone
& marked .change. 1946 may be described as the periocd of endeavor
through the classic méthod of the double agent, working on the
tactical levele. 1947 brought about a gradual disillusionment
with this method, and a shift of emphasis to defectlon and straight

_This disillusionment ha$ grown out of a candid re-evamination
of our: two principal endeavors in the double agent field, the
Mcase—jad the case of SAV0Y which later was taken over

;allas " In both our éffort had been to turn

had given them either countér-intelligence penetration or kidnap-
ing assignments in the U. S« Sector. We hoped by doubling the
.agents to obtain the following: a) the identity and personal
des¢ription of all Russian officers directly handling the agent;
b) the- location and order of battle of the controlling office

c) general knowledge of Russian methods at least it Berling d§
security protection for FR operatlions; €) an "intowication" of
the Russian case officer, through which we might eventually be

- able to.force him to work for usj f) a channel Tor passing decep- .

tion material of elther positive or counter intelligence importance
if that should be required at a later date. - The practical result

“of the vt and lesser. cases has led ug to

the reluctant conclusi tactical double agent program’

' has not rewarded our evpenditure of effort.  We arenot surej

however, .whether this. generalization from our own evperience in
Berlin can be evpanded to other situations, here or elsewhere.

The principal reason. why our double agent work has fallén
short of'evpectgtions seems to lie in an underestimate of Russian
security and &n ;;irestimate of their ambition, : In the case of

i1t is our belief that our handling was sound,

: ) IN 1s still not aware that his agents have
been doubled. HNevertheless, he evaded the trap we carefully laid
in April . 1947 in the hope of forecing him to .continue working for

- the Russians but under our control. As far as we can determine,

the fact that he did not fall was not owing to any fault in our
arrangements, but to an instinctive warineéss, plus a last minute
reversion ‘to the sehnsible decision not to try a coup de main in
the French Sector. Indeed, if we may generalize from SKURIN's
getneral -operational methods, Russian case officers are fully
evperienced In all the tricks of agent handling: neutral meeting
points, aliasesy red herrings, keeping the agent in blinders so
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far as concerns the location of headquarters and identity of other
agents or staff personnel, Moreover, we seriously doubt whether
the Russlans are in the habit of promoting their agents, i.e.
shifting them. to bigger and better assignments as a reward or
recognition of successful performance. In other words there seems.
1ittle likelihood that the successful cultivation of a double, ’
even with the most promising build up material on our side will
ever lead him into broader fields. Instead the prospect is one

of diminishing returns in fairly tightly closed areas,

The meagerness of reward in our double agent operations has
been emphasized by contrast with the fruitfulness of defection
caseSes. The two principal counterespionage defections of 1947
(SATILOR and KRAVCHEKKO) were neither one the achievement of
-SC Germany though the former was debriefed by' ¢rdsp Bece | and
though we participated as equal partners with CiC in ‘aeobriering
the latter. In any case, they illustrate the point that a single
defector can, with a minimum of effort on our part, provide in-
comparably better and more abundant CE information than any
double agent whom we have yet been able to groom. ’

\

P W
. "
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, We may add that our: evperience in Berlin has been confirmed
by -the British, so far as we are zble to estimate from their
production.. Our principal opposite number cultivated with great.
skill and persistence a promising double operation during a period
of eight months. At the end, the order of battle on the RIS which
he' obtained covered only half a page. But in the meantime through
a series of carefully encouraged low level defections (interpreters
"anld secretaries) the same officer had paved the way for interro-
gations covering in great detail all the principal RIS head=- .
- quarfers in Berlin and the Soviet Sector, with names and descrip-
‘tions of hundreds of staff and agent personnel. At least in this
stage of our approach to RIS, the defection method seems. over-
whelmingly more profitable than the double agent.

-

Yy

It is of course true that the defection approach has its
drawbacks. Defections are nearly always spontaneous and unpredict-
ables It is difficult to get word of.an impending defection, of
one who 1s wavering or who has already made up his mind but does
not know what steps to take. 1In other words it is a method based
less on systematic effort than on patiently waiting for windfalls.
It -1s -notca méthod which, over.a long period of time, will produce
vigorous counterespionage officers and an efficient organization.

‘ In addition to these two approaches: ifitensive cultivation
of individual double agents and patiently e~tending a net for
potential defectors, a third“type of activity is open, viz. they
systematic development of au~iliary CE coverages., In our opinion
this third approach has proved the most profitable during the

SE%@

Approved for Release: 2022/11/14 C00144185

Py

N~

Bry W : ) . . ¢ . *
: .ﬁ - - - - : - - - - ..-‘
. a N 0 Ny . .

S ¢



I3

- g
. " . . . . .
. .
N N N EE BN R e En Em m
. .

’ PR
‘ . o
; e e . e . . o Ne
. . ' ' e o . oTge ¢ :
. . D

.information on overt Sov

7’

Approved for Release: 2022/11/14 C00144185
,m'sg!RET

;'21 -

s

past year, though we do not maintain that 1t will aiways continve
to bee

The principal objJectives of av~illary CE operations in Beriin
have -been the penetration of the German police, the Soviet and
Soviet-licensed press services, and the collection of background

fet officials at the Allied Conftrol
suthority level (ProjJect - '

The pollce coverage, indeed, may almost be fegarded as a
basic rather than as an au-iliary operation. In_ the early
stages of  the operation, whlch was initiated Db in

" April 1946, our primary toncern was Our own defence, - The Russiar

as the result of their e-clisive position i Berlin from April tc
‘July 1945, had established a strong hold on the police service of
the entire citye. This hold, or at least a powerful influence, w:
maintained for some time after the arrival of the other three
powers, among other reasons because of Soviet occupancy of the
céntrai Polizeipraesidium in Linlensirasse. There was serious
danger that they might continue to everclse police, control in th
three. western sectors, thereby not only impairing our sovereignt
but also greatly handicapping our intelligence activitliess For-
tunately this hold :was broken by vigorous British and American

." action in the Kommandatura. Throughout the critical stage in la

1946, SC was in close touch with American Public Safety official
and can claim credit for providing confidential reports on Russl
and Comizunist machinations, which greatly strengthened the Ameri
¢dunteroffensive. It 1s no evaggeration to say that the service
we rendered Public Safety at that critical stage has. been reward
many times over in the materlal support and valuable leads they
have.given us (e.g. the initial tip on the British defection of

Tokayev).

With the victory of American Public Safetyy our interest in
direct penetration of the police diminished. But in - the mearwhi
a new, and potentially more significant target arose, the Centre
Administration of the Interior in Wilhelmsruhe. The penetratior

of that agency, when it was still in cadre stage, was accompllst
by and his basic report on the CAI was the first ma;
impact of - dissemination on the higher echelons of HMilitar;
Government. Our coverage has continued to be fruitful. Ve have
kept a sharp eye on any signs of a latent political police with:
the CAl,and are confident that we will be among the first to de’
and penetrate any such insidious agencyo

Thus while it cannot be said that our police and CAI covera

has ylelded us much information of strictly CE nature, we can
feel satisfied that it has kept us in position to Spr{ng upon a.

A
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covert German lavw enforcement agencies which the Russlans may
set up with the hopes of gaining = stranglehold on 2 Tuture
German central government.

In the seccnd field of auviliary coverage -- the Soviet and
Soviet-licensed press services -- the counterespionage yield has - -
admittedly been_small, but something. hes been gained. By recast-
ing the b operation, “ji] with relatively small- -
outlay-of time and energy, has accomplished a very thorough pene-
tration of the two principal Russian controlled news agencies,

ADN and SNB. Through operation we hoped to extend our
_penetration beyond the German fringe, into the inner sanctum of
Russian press and propaganda. SC interest in this group of
operations was greatly stimulated by a report from London that
Soviet Intelligence was using the facilities.of the press services
for the transmission of espionage reports and directives in :
western Europe. So far, we have not been able to confirm this
report; but our instinct tells us that the "total espionage"
principle, under which the Russians operate, makes it highly
:probable -that they have not overlooked this convenient communi-
cations channel, Uoreover, having scrutinized the activities
of the Soviet journalists, both in the American and the British
Zones, we have obtained conclusive proof that journalism and

ionage. for the Russians are complementary functions. Through
: LH;] we obtained our first glimpse of the‘cloak and dagger -
- “mectivities of Russian correspondents on their tours of the -

-Ironica

€
d : PRI . .
that Amztn

‘!g..-.h- Yy

e fdc ) CIC had also entered the field, and was creat-

~ ing havoc by an evcess of zeal -- obvious :‘shadowing, rifling the
baggage of the Russian correspondents, etc. " Ve brought the-
matter to the attention of General Walsh; who instructed CIC in
no uncertain terms that the correspondents were to -be treated with
the respect due "honored visitors®. '

was | Bwho called our. attention to

Our.-third effort, Project _ started rather casually,
as an effort to build up background personality information on
Russian officials who appeared on the quadripartite level. The
arrival of i BEwre  gave impetys and direction to this program,
and we soon realized that forded an e~cellent lead into
echelons where promising defections or penetrations might be
developed. In order to regularize our project, we concluded two
working agreements, . We arranged with Ambassador Murphy to have
personality and background reports on Russian ACA personnel sub-
g;tpgd_bg the Chief of Liaison and Protocol directly toY@ro

decte SC thus was in a position to distribute this type of

v
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information both to the State Department and the Army. At the
same time, we concluded an agreement with General VWalsh, whereby
feLlc- Ywould have a monopoly of operations on the ACA level,
While—S-2 would handle ths lower echelon of the Allied Kommanda-
tura, information being e-vchanged on -both, Both these agree-
mente have been carried out satisfactorily. \MEESSM¥has produced -
a substantisl sheaf of solid, if umspectacular, personality
information. .It has contributed to the build-up of &EV'& ~and

tlecksher. as -unofficial collaborators of the Political Advisor's

Office, and has given us the kudos and the entree which enabled
us to mount the Hoperation. -

-

~. To sump up the significance of these auviliary CE operations,
we feel that the following accomplishments.may be recorded: a)
support of American interests by penetration of sensitive Russiel-~
controlled agericiess.b) picking up numerous by-products of .
positive FR type informationj c) delimiting and plotting areas

of potential subversive Russian eactivity; d) establishing channels
for receiving defection leads; e) confirming the habit and practice
‘of CE briefing as an integral part of the approach to any positive
intelligence targets )

SC Branch enters 1948 with the conviction that its combination
of approachés will pay off abundantly. After a rather dull begin-
ning peration took on the aspect of a classical delayed
defection"with interim penetration. Although s target, the
MVD, is no longer the heart of the RIS in:Germany, t s$ill a
part of the basic organism, and an important one. The
operation, if it can be continued, has carried us 4into thé highest
echelon where intelligence, deception, and policy
converge a single (or perhaps dualls personality. A large
point of uncertainty still lies in the question whether the
classicial double agent operation, typified in the :
case, can also be made to pay off. We have ocur doubts, but wish
to give 1t further trial.

o -

The fundamental question of the future is the closer integra-
tion of FR and SC Branch. Whether they should be formally merged
at all levels is of course a ‘qiiéstion for Washington to dtclde.
At our level, we have done a great deal of thinking and e-peri-
menting, and have reached a few tentative conclusionsa I shall

‘attempt to synthesize what I hope would be a minimum of agree-
‘ment among ourselves in Berlin,

The basic .difference between counter and positive espionége
seems to be irreducible, as far as product in concerned. For that
reason, no unified system of reporting or filing seems feasibleo

On the other hand the operational approach and method, thongh
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distinct, tend to ccnverge. There cen be no doubt, in my ming,
that every career intelligence officer should be equally grounded
in both fields. Training techniques must be develcped,; both
theoretical and practical, which are independent of branch
distinctions. Eventually, the individual case officer may special-
ize in one or other of the two directions; but he must always keep-
up his skill in both.

It is no criticism of FR Branch to say that some of its short-
comings in Berlin have been owing to the fact that none of its
officers went through the wartime or postwar ¥-2 discipline. .HMore=
over the High pressure of their work during the past two years has
made it inpossidle for them to achieve any-degree of self-training
4in the counter field. The nearest to an exception yas .
who took the occasioin of the blowing of th
s, to emberk on what migat be called an FR.counter
program of his own. mssembled several survivors of the
blown chain, trained and orgarized them into a sort of surveillance
and: strong arm squad to assist him in protecting the other remnants
and tracing down thesource of the original blow. Although this
was an interesting e-periment, and.yielded certain tangible results
it was not in the long run a practicable venture for FRe.

)

Two principal fields have emerged in which cogperation between
the two Branches is essential, viz, “andbl '
the | Considerable progress has been made - ¢
l each pigject. : . ) ' . :

-t

The Desk at Heidelberg has nvw been in evistence

for more year, and for the past si-~ months it hgs had a _
representative in Berlin,s#§ Since A
is primarily an FR case officer, he has been able to davote only

a fraction of his time to specifically |s¥f\works He has
meintained a close liaison with the Political -Advisorts Office .
(lr. Brewster Morris) and the Political Section of CIC (¥r.
Gutman). Since the former is non-operational and the latter
has achieved only a limited and dubious penetration of the SED,
the total yield through this liaison has been small. Our own
failure to initiate profitable penetrations is not to be blamed
solely on the FR Branch, sincefq' by its very nature, is
equally a concern of SC. The heads o both branches havé agreed
to work closely on all cases, and to place the highest priority
for 1948 on getting results }n this field. Ve plan in the near
future to hold conferences with the head of the ] esk
and other members of Heidelberg Operational Base, and to set down
a sharply focused list of specific targets which will be immedi-
ately assigned to individual case officers. Vle shall no longer
be content with the leisurely, long range approach of working
likely young candidates up through the P?§:y schools and hierarchy
3 _ -

.
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The problem of covering the SPD as a joint target has been
dramatized by a number of recent developments. The affair of the
notorious Protocol 4, on which this Base reported 1n considerable

. a—
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detail, carried us into a field in which we had hitherto had only

glimpses. Although it has been clearly established that the docu-
ment itself was a forgery, it has not yet been determined what the .-
motives were, both in its concoction and in its ra id distribution
in SPD circles. ‘Through our penetration of [h ..
Protocol H our attention was directed to .

the so-called OSTSEKRETARIAT of the SPD.| This clandestine

agencys which is run from the immediate entourage pf the 'SPD
Party. leader, Dr. Schumacher, includes. elements of espionage,
black propaganda, and potential sabotage. It is achieving

hwiggneasinglyﬂlarge_dimensions and now claims to have over 2000
agents or informants. Various British and American agencies have
latched onto it with varying measures of partial -support, but the
institution seems to_ emerge &s something which may be beyond the
power of occupying allies to control. e - :

- — -

PECRe T

& <wigTomconeltde-this discussion, I believe that Berlin Base could
operate ‘under either a continued separation or a mecger of the
Branches. . In spite of the process of comttentration and self-
criticism, we shall have to continue an evtensive program of
straightforward, bread and butter coverage, for our customers in
the Theater and at home. We shall need a strong panel of case
officers-specializing in "straight" methods, and & sizeable
reporting staff to screen, edit, and disseminate their reports.

. On the SC side we shall continue the spescialized counterapprcach
t3“bur-prifiary target, the Russian Intelligence Service. These
activities can be carried out-within the present Branch structure,
provided steady pressure is everted by the Chiefl of Base to '
insdréthe cooperation of the two., We have already taken certain
internal.steps to insure ctose working harmony. -Cable traffic 1is
routed to both Branches, e-cept in the case of Eyes Only. The -
Bas&8 CHi&f's daily staff conferente includes the two ranking .
officers..of reach branch and the E—ecutive Officer.. Jmportant

= ..gases are discussed fully at these conferences, irrespective of
Branclh. ~The. reporting vrocedure is constantly checked to make

'y
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sure that subject matier rather than branch origin 1s tha
ariterion of Gistribution. : s

_ If, on the otlher handg, Washingicn should decide to abgclish
Rranch distinction, we would Le prepared to operate on a different
basise.- A single operating Breach would be feasible at this Base,
though a new ¢iff erentistion would undoubtedly be called for within
thst Branch. Such a differentiation might te grounded in the
distinction between operaticns using German agents on the one

hend and non-Cerman, specifically Russian, on the other. The
counter as opposed to the positive typs o}.‘ operations could be
broktn dowm satisfactorily on such a basis, within the framework

of e-isting personnel. Thus the group of Gernman agent specilalists
would handle such cases as {he SPD OSTSEKRETARIAT .with an eye .to
both their positive and counterintelligence content. Similarly,
_the Russien group would handle straight RIS penetrations, such as
together with positive information cases [of the type of

The fzcilities of the present Reports Board could be o
sdaptéd to the needs of both groups.: ‘

L

In.effect, the problem is fairty simple, and 1is susceptible
of two solutions. The current operating strength of the Berlin
petachment is about 15 case officers. This is a large group to
be operated without an internal division. Whether the split .
should be made on the traditional lines of counter and positive, -
or on the lines of German and non-Gerran, and whether it should
include specialized desks such as (ijEe is a matter for
further discussion. In either case; the two Branches or groups.
can and must be made to function as a single entitye. -In my
opinion, no matter what measures of disperssl may be adopted; the
continued unity of the Berlin Base should be preserveds

V4
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" -October when the Chief of Hisslon, lUr. Lewls
~ of the changeover from SSU to CIA and solici%ed a request to con-
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LIAISOR KELATIONS OF BTRLIE OPTRATIONS BASE

The conduct of liaison at the Berlin Operations 3Base has coti-
stituted one of our major activitiies, second in importance cnly
to the supervision of operations. I feel that the progress in our
jiaison has been one of our principal achievements during the past
two years, and has contributed more than any other single factor
to the stability and future rrospects of our Base. J&e have tried
to govern our liaison by the principle of developing our sphere of

_usefulress and our prestige, while maintaining the “passion for

anonymity®. In all cases, the basic liaison is the responsibility

- of the. Chief of Base, but day to day working liaison is extensively

delegated.
A. Executive Liaisonsi

Four major executive echelons of the Furopean Command are
housed in the Director's Building of OMGUS, with each of which we
have occesion to maintain direct contact. The first and highest
echelon is that of the Commander in Chief and Hilitary Governor
(CINCEUR), General Lucius D. Clay. It is only on rare occasions
and 1n.ma£ters of the greatest moment that we have had di{rect con-
tact with Genéral Clay. In 1946 there were two such occasions.

The first was in March when the General requested the Deputy Chief
of Mission, d myself to transfer administrative
-attachment of this Base to Berlin District., The second was in

notified the General

\——

tinue our services._ This request was drafted for General Clay by
ODI OMGUS and passed by us to ¥ashington where it was.accepted. -
In 1947 our only significant business with General Clay was on the
occasion of the visit of Brig. General Fdwin K. Wright, at which
time our request for Military Government cover was presented and
refused. We were also indirectly in contact with Geéneral Clay on
the occasion of the London Conference of Foreign Ministers in Dec-
ember 1947. ‘

The second echelon is that of the Deputy lilitary Governor who
is the Commanding General, OMGUS. On the whole our contacts at this
level are rare, our business being conducted chiefly through the
Office of the Director of Intelligence (ODI, OMGUS, see below, III
D). .The present incumbent is Major General George P. Fays. Our
‘dintroduction to General Fays took place-on the occasion of the visit
of I DowAch CALLOVAY a November 1947.  Gaws way represented
the 1oie of our vetacnment to General Fays and solicitea his sup-
port for our administrative needs. This impact was reinforced by
the December crisis, when our information on Russian reparations
policy changes was submitted to General Fays personally, on his
instructions, at the same time that it was transmitted to London.

:-:;aﬁr | Jl—u=F"
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It is difficult to say what has been the impact oi our organi-
zation*ﬁhﬁthese echelons. In the past General Clay has been
‘regarded as hostile, or at least indifferent, to intelligence.
But, we believe, this hostility has largely been confined to
Theater agencles, going back to the bitter feuds between Frankfuct
and Berlin in 1949 and early 1946. Toward our OWI organization,
his attitude has been correct and courteous. A4S representing an
jndependent %achington agency, ¥ ded freedom and
material support. ) 1 part of the Theater Command, we
have been able to enjoy the confidence and respect of the Comman-
der and his Director of Intelligence, without having to submit to
the full measure of command control.

General Fays like General Clay also appears to be soméwhat
negetive in his attitude toward intelligence. As Commanding General
of the 10th lountain Division in Italy, he narbored a considerable
personal grudge against 0SS for claiming, as he felt undue credit

e Italian surrendeT. As'Generai Pays puts it,
the Germans Surr ed not because of 0SS but because of the
victorious advance of the ground troops. General Fays fortunately
has not allowed. this attitude to prejudice his judgment-of our agen
which as Mr.@avewoy explained to him, is not the 0SS.

The ‘third directing echelon, that of the OHGUS Chief of Staff,

Brigadier Geperal Charles .Gailey, .is the highest with which we deal
: General Gailey per-

taff functions

without.which a large and- ters speedily tends to
disintegrate. Some of our principal encounters with ‘the Chief of
. . staff have been mentioned el=ewhere in this. report, viz. approyal

" and subsequent withdrawal of decusrees (cover jin Public Safely,:
sporadic pressure to move out of our building, clearance of travel
orders for Germans, etc. In all these matters we have had to face
a certain degree,o% initial negativeness.. In part General Gailey's
antipathy toward uCloak and Dagger" may have been motivated by the
fact that he was f Public Relations, and as such
was one of the principal p

#Goldfish Bowl".policy. In part,

Clay's real or imputed antipathy toward intelligence. My policy
‘has been extremely cautious with I have personall:
invited him to and have, I
believe, convinced him ¢ . i _ are reason-
able. i have emphasi

and OMGUS as customers,

prestige in his eyes. The effort, I believe, has paid off.
_single instance may {11ustrate our present good standing: when
the American Overseas Airlines introduced a Commercial service
Berlin to Frankfurt, for Germans, General Gailey without solicl-
tation on our part included us_in the very limited group of agencie
which were to enjoy rrierity I, an invaluable privilege in carry-
ing out agent movements.
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The fourth component in the directing echelon is the Assistant
Deputy HMilitary Governor, Brigadier General w. Fesketh. The func-
tion of General Fecketh is that of Commandant of the American
Sector of Berlin. As such, he is the American representative in
the quadripartite Berlin Kommandatura, and makes the highest level
political decislons affecting the City of Berlin. We have rela-
tively little occasion to contact General Fesketh, since most of
our business affecting the Lmerican sector 1is conéucted in the
Office of Kilitary Goverament, Berlin Sector (see below III, G).
We did however negotiate with him in connection with the mounting
of Project and were recelived in a cordial and friendly
manner.

Other elements in the "front office® include the Office of

‘the Secretary General and the Office of the Staff Secretary.

since we are not an integral part of OHGUS, we do not appear on
the routing of official cables and do not attend the weekly staff '
meeting of the Hilitary Governor. %e _do maintain informal personal
contacts through which we are {nformed of any correspondence or
cable traffic affecting our interests, Ue also obtain an unoffi-
cial account of the weekly staff meeting through the Office of

the Director of Intelligence. In this way, we keep ourselves -
sinformed of the principal local deveIOpmengs without exposing our-
selves by public appearance. . . )

Another important section of headquarters is tre Office of
Management Control, a sort of super planning and coordinating -

" agency for the command echelon. Wwe maintain close contact through

pr, David G. White, formerly of 0SS R & A.

Finally mention should be made o e battery ol spec
assistants and advisors in the Director's Building of OMGUS.
General Clay has at various times had special advisors on German
politics, who for the most part have been distinguished figures
from'acaéemic jife. The most influential was Dr. %Walter Dorn,
formerly of 058S, Kk & A, who served as special advisor on denazifi-
cation until September 1947 when he returned. to his professorship
at Western Reserve University. = Another distinguished advisor was
Dr. Carl Friedrich, Professor of Government at Farvard University,
who was in Berlin on three occasions during 1947, twice to advise
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General Cgay on the establishment of civil liberties in Germany,
and the third time as consultant for the Rouse Forelign Affairs
Committee. Dr. Friedrich will return at General Clay's personal
request in april 1948. Both of these speclal advisors were per-
sonal friends and professional colleagues of mine. Ve frequently
found them useful as a source of background information on OMGUS
and German political developments. FHowever, we were careful to
avoid giving them the status of intelligence customers, which,
particularly in the .case of Dr. Dorn, they occasionally tried to
establish. . .

In addition to these academic advisors, General Clay also
established an 6ffice known as “The Special Advisor” which since
the middle of 1947 has been filled by. Er. Anthony J. Panuch. Er.
Panuch is a professional organizer, trouble shooter and public
relations man, whose chief coricern has been as he puts it to “sell
the American Public on Military Government in Germany. Despite his
undeniably great influence, we have felt that no useful purpose
woglq serve by making ourselves known to Mr. Panuch.

B. Director of Intelligence, Furopean Command

During 1947, Berlin Operations Base has been in constant direct
contact with the Office of the Director of Intelligence, European
Command. - The accidents of jurisdiction have forced onto our lower
echelon the burden of day to day contact with an echelon to which
we have not been strictly opposite. We trust that we have acqulttec

1ity to the satisfaction of our higher
echelons. .

The first act of General Clay, on taking over the command of
the European Theater from General Mc Narney, was. to transfer all
policy-making echelons from Frankfurt to Berlin. In the case of -
Intelligence; this resulted in a compromise solution of the problem
which had.split the Theater ever since the establishment of the
two major headquarters. - The bulk of the old USFET G-2 remained in
Frankfurt, and continued to direct all the principal operations,
such as CiC, Civilian Censorship, and such specialized institutions
as the Interrogation Center at Oberursel and The policy
control of intelligence was moved to Berlin the person of first
Major General ¥. A. Burress and later Major General Robert %¥alsh
(March 1947). A small staff, never more than four or five offi-
cers and a half dozen clerical and enlisted personnel, supported
this office. Our contact in this office has always been directly
with General Talsh. It has been governed by the simrle lines of

special staff section of the Theater under the “general staff
supervision® of what was then G-2.

General Walsh has frecuently stated his policy of establish-
ing clear jurisdiction, according to lines of competence, so as

SEﬁT
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to avoidgeonflict or duplication. In the case of the agencies
directly under his command (CIC and S-2 Berlin), he has consis-
tently ordered them to cooperate with us wherever we were entitled
to the dnitiative (e.g. confirmation of the Koval cable, Project -
Zon the ACA level). In cases where the dominant operational
Tole obviously lay with one of his own agencies, he has Kept me
personally informed, and requested us to cooperate as far as possi-
ble or at least avold interference. &an example of the latter was
the major alert of CIC beginning on Christmas Eve, 1947, and con-~ -
tinuing with top rriority until after the New Year, and on lower
priority- to the present. This alert, which was in response to a
Washington order, involved the external surveillance of prirciple
kussian headquarters in Berlin, with a view to detecting signs of
any unusual activity. (The results of the alert were largely
negative). ' .

Inevitably, with its small staff, the office of General Walsh
has not required a detailed intelligence lialson contact. -All
intelligence reports of sufficient importance to pass over the
Theater Commander's desk are transmitted through that office, and
we may, so far as we desire, have access to them. General %alsh
has offered to- show us regularly the daily Top Secret summary which
is.prepared for General Clay and which contains a large amount of
ESD material. General Walsh has also been extremely frank open
in his discussion of such matters as the pesition of B his
relations with his British opposite numbers, etc.

C. Office of the Political Advisor

In terms of echelon, the Office of the Political Advisor should

‘be placed ahead of the office of the Theater Director of Intelli-

gence. . USPOLAD, during the two and a half years of 1ts existence
has Indeed had a somewhat anomalous position. In effect it has
been an epitome of OMGUS some 100 strong, parallelling its major
functional divisions but without its executive authority. It has
been the State Department's cadre for a future embassy, and as
such includes the staffs of economic, legal, financial, and pnli-
tical (ané at one time under Col. Fohenthal, military) attaches.
It has consistently reported to the State Department through its
own independent channels, and has preserved the integrity of 1its
speclal mission.

On the other hand, its very presence as an OMGUS within OKGUS,
has in part been on sufferance. As General Clay once said, he put
up with these "political commissars® largely because "Bob Kurphy
was such a swell fellow." POLAD, indeed, is Ambassador Lurphy,
the political advisor, in the fullest sense, of the Kilitary Gover-
nor of Germany. Those who have had a glimpse of the day to day
relationshiy of General Clay and Arnbassador kurphy have no doubt
that it is a relation of friends and equals, and possibly of

.incumbent and successor. But it is also a relation of two very
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different“’gx‘é’énizations, the Army and the State Department, the
one in conftrol, the other awaiting its turn. Inevitably, the
effects of this purely passive function are noticeable in the
atmosphere of the POLsD staff. A large number of its members are
relatively junior regular Foreign Service officers, who normally
would be components of an embassy or consular establishment. Yere
they are supernumeraries or sideliners, in an. active and powerful
functional headquarters, several thousand strong, which looks uron
them primarily as a necessary evil. The effect of this sense of '
accessoriness cannot be overlooked.in discussing our dealing with
the Political Advisor's office. N

Stated in our own terms, POLAD is our second major customer.
It receives all our reports on the same level of distribution as
ODI, 0xGUS (see below, Section D). But that is where the similarity
ends. Usudlly nothing happens to our reports on the working level
in POL&D,., We receive almost no evaluations; we do not see any
summaries issuing from the office, in which our.material is incor-
porated, except the Brewster Eorr,is-reports ongilllllJR. Doubtless,
some of 1t gets back to wWachington, but presumably not everything,
since. POLaD assumes-that the State Department will receive reports
directly from our ovn healquarters. ¥e maintain. virtually no
direct contact with the individual Branches of POLAD, especially
the Economics and Political Branches. It is true that in 1946
we did maintain such contact, but that has gradually dwindled, as
we mutually recognized its non-functional nature. In short, the
working staff of POLAD as an intelligence customer is receptive
but unresponsive.’ :

When -we turn, however, to the higher field of policy relations,

"the story is different. As I have already stated, Ambasssdor

Murphy is a power behind the throne with -some of the aspects of an
heir apparent. Yoreover, from our viewpoint, he 1is‘the rost
powerful completely friendly figure on our horizon. General Clay,
to us as to all, is aloof and Olympian. With General Walsh we
cannot completely ignore the presence of a competitive or at least
divergent interest. With Ambassador Murphy, we suffer no such dif-
ficulties. Fe has been eminently approachable. Moreover, in
Ambassador Murphy's own background lies an important era of cloak
and dagger work, which bit him with the same virus as ourselves.

To put it in a nutshell, he understands what we are doing and enjoys
occasionally taking part in it himself. Fe is the highest level to
which we in Berlin can turn for the sanction of such delicate
operaﬁions‘ as the evacuation ofb or the approach to WS

For day to day affairs, as I have sald above, we have stopred
turning to the intermediate and lower echelons, because of their
remoteness from the actual conduct of affairs. There are two
principal excertions. First is the office of the Director of

‘Political Affaire, which is the number two position in POLAD.

srﬁm"
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Until October 1947, the incumbent of this office.was Ir. Donald

Heath, a career State Department official, who is now Minister to
Bulgaria, Mr. Heath was one of our frien(iliest supporters, and

gave us an important boost by approving in principle the attachment
of wWDD personnelH in the Theater. But, in general,
his experience was somewhat along conventional State Department
lines, and did not include any special indoctrination in clandes-
tine lntelligence work. Our one principal effort to interest Mr.
Heath in this field was a visit byM then Deputy
Chief of Mission, who offered HYr. Heath the benefit Jf our contacts
with the SPD, as a channel for conveying unofficial points of view
from the Stz‘a{;e Department to the Party leadership. ifr. Heath ex--
pressed appreciation of our offer, but felt that it lay beyond .
present POLAD scope, and preferred that we confine ourselves to the
reporting of inside developments within“the SPD, rather than the
transmission of sub rosa policy hints. This was, of course, an -
understandable reticence on-Mr. Heath's part, in view of the limited
scope of POLAD initiative.

In"Octobier-1947 Mr. Heath was succeeded by Mre- James Riddle-
berger, formerly head of the Central European Division of the
State Department, and a good friend of our organizaftion. ur. :
Riddleberger brought a more dynamic approach into POLAD, parti-
cularly in regaxd to intelligence matters. He has been {\dly‘
conscious of the interrelation.between intelligence and policy, and
has welcomed éand acted upon our suggestions. A good -example of his
reéceptiveness was his prompt and effective action on the request of
Ll Grardoa Stewart that he meet Dro Gerstenmaier, chief 6f the
Evangelische Hilfswerk. Largely as a result of Slew:xil's initiative
and Riddleberger's reception, Gerstenmaier became completely persona
grata in OMGUS, and was able to secure most gratifying offers of -
political and financial support from OUGUS officials.
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The principal functional desk of POLAD is the Politica]
Branch. #ThMe chief of Branch, Mr. Warren Chase, has been unj-
formly cooperative and friendly. Fowever, it has been our pPrac-
tice almost invariably to deal with his superiors, Ambassador
Murphy and ¥r. Riddleberger. We have working contacts with the
nembers of Mr. Chase's staff, especially with Mr. Louis Yiesner
who handles Labor matters; but because of certain inadequacies in
both his intelligence exrerience and security we have maintained
considerable detachment toward Kr. “iesner, and have indeed, tact-
fully suggested to both Ambassador Kurphy and ¥Er. Ri&dleberger
that a little supervision and training might be in order. Both--
fully agreed, and Hr. Riddleberger informed us that he intended

to exercise a much closer control over the entire Political Branch
than his predecessor ¥r. Feath, - '

From our viewpoint, the most important contact in the Politi-
cal Branch is Er. Brewster Korris, who over the past two years has
firmly established hris position as the State Department's authority

"on Communist activities in Germany. Although the bulk of his
-reporting tas been based on overt sources, its real merit derives

from the clandestine material which he has received principally
from us ‘and the Political Section of CIC. Morris himself has no
operational facilities but he 1s in a position to contact and
entertain German officials and members of the SED party. Through
him we can plant and receive operational leads of great value. we

...............
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In the economic field, our liaison vith P0LAD is very slight.
Although™herpresent chief of the ®conomics Branch, Kr. W. C.
Haraldson and his predecessor; Mr. Lloyd Steere, have both
expressed interest in our economic reports, the fact remains that
the interest has been largely platonic. This is inevitable, since
e the Wconorics Branch of POLAD in its present status is the epi-
tome of frustration, vis a vis the huge and omnicompetent Zconomics
Division of OKGUC.

e have had little occasion to maintain official contact with‘;
the american Consulate General.

On the counter intelligence side, we maintain contact with
the security officer of POL&D, Er. John Reager. Fowever, the
bulk of kr. Reager's activity concerns State Department personnel
and physical security, and therefore does not fall in- the sphere
of interest of SC Branch. :

II .Somewhat more useful to us is the ®xploitation of German

) Archives Branch. The chief of branch, kr. %endell Blancke, was

- formerly in the Embassy at Buenos Aires, and has remained a specla-

f'l 1ist in the Latin imerican field, which is of relatively little
concern to us in Berlin. Fe does, however, control the unit which
houses and exploits the captured archives of the German Foreign

Il Office. Although these documents are primarily of historical
interest, they occasionally yield bits of currently useful infor-

y mation. Our chief operational_contact with Mr. Blancke occurred

E c | NggEESEm bperation. Ur. Blancke and HKr. .

s tate Department guests of Mr. Kurphy on the

in connection with th

Yorris were the two &
ccasion of the dinne Mr. Blancke cooperated with

ir UECkieRin drafting the official report of that memorable oc-
casioa. : . : .

II We may summarize our experience with POLAD during 1946-47 by
saying that we have lifted ourselves almost cormpletely from the
Jjower to the higher echelon. ¥e have interested and we believe
ll instructed ‘them (and ourselves) in the problem of putting clandes-
. tine inteliigence.at the service of policy while maintaining
effectiye security. Ve have converted & passive customer into an
II active co-worker, and enlisted, I believe, the gupport of what may
eventually become the governing agency of the American occupation.

D. Office of the Director of Intelligence, OKGUS

By far the most active outside relationship of the Berlin Base
is with.the Office of the Director of Intelligence, oLGUS. 1In
order to understand our present position with ODI, it may be worthe
while to review briefly the history of that office. '

s
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In the ##rly stages of OlGUS, ODI was conceived and set up
with the intention of making it the principal intelligence agency
of the occupation. It was originally to have been headed by Brig.
Gen. T. E. Betts, and when the latter was incapacitated, it was
sti11l headed in 1945 by a general officer, Brig. Gen. Bryan Conrad.
It had a generous T/0, and actually was staffed at the top with .
four or five full colonels. In the fall of 1949 an ambitious staff
study was drafted, which would have made ODI fully operational,
with a panel of some 150 American special intelligence agents in
Berlin and the american Zone. This plan was, however, quickly
shelved, and ODI was prohibited from undertaking any operations,; a
prohibition which is still in force. leanwhile, under the vigorous
leadership of Brig. Gen. FRdwin Sibert, the G-2 Section of USFIT blos-
somed into the principal intelligence agency of the European Theater;
and took over virtually all of the operational functions, except
those exercised by SSU and minor agencies such as ONI. Further
inroads were made into both the functions and the prestige of ODI
by the ambitious political intelligence program of the Information
Control Division. As a result, QDI in the spring and summer of
1946 declined rapidly, both in staff strength and in prestige. In
September, it came within an ace of extinction, or at least of
being taken over by ICD. The turning point came in October with
the appointment of the present Director, Col. P.P. Rodes. Col.
Kodes revitalized the nearly defunct office, aprointing as the head
of its Analysics and Research Branch, and laéer as Deputy Chief, Kr.
Lawrence de Neufville, a former member of X-2 Branch, 055. Col.
Kodes, recognizing the limitations imposed by the prohibition
against direct operation, placed the full emphasis of his office
on the analysis of intelligence reports produced by other agencies.
By gradually strenghtening kr. de Neufville's staff, he has been
able in the course of a year and a half to develop his basic pub-
lication, the ODI Weekly Notes, into a massive and corprehensive
intelligence summary, averaging more than 50 closely packed pages
a week. The o0ld rivalry with Army Intelligence has been largely
resolved, ODI receiving from ODDI, EUCOL, -the bulk of the latter's
research and snalysis functions. This transfer of responsibility
has eliminated a major point of duplication and competition in the
Theater intelligence, and has resulted in the development of -an
efficient, well-informed equivalent of the old R & & Branch of
0SS, meet a need which had been felt by all the agencies of )
OMGGS ever since R & A had been dissolved in Europe. Under present

-arrangements% 0DI now prepares all except the purely military
h

sections of the weekly intelligence cable to the Office of the
Director of Intelligence, Department of the army. The ODI_Weekly
Notes have been officially commended by the Department of the
ATmy as the most valuable single intelligence publication from the
Theater. : :

Our relations with ODI have naturally been influenced by the

pattern of its own development. t the time I took up this post
in January 1946, ODI ‘had at times appeared to have a certain super-

.t A¢T
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visory fgié’in our relations with OLGUS, Our own status wasg

still somewhat unclear. The publication of the basic directive of
30 January 1946, placing SSU under the general staff survervision

of G-2 UEFET, reduced our relation with ODI to a simple one of
producer and consumer. From the viewpoint of the Berlin Base, this
was, however, the primary local relatlionship. a5 a result, we
were to a certain extent committed to what might be called the
Berlin side, in the rivalry between G-2 and ODI. Ve represented to
Feidelberg the desirability, while remaining neutral as between
Frankfurt and Berlin, of strenghthening ODI and placing it on a
parity with G-2 in all except military intelligence disseminations.
4t the low point of ODI's prestige (in late summer-1946) our defens
was to a certain extent intepreted by Veidelberg as perhaps exces-

"sive partiality for a local customer. Fowever, as events have

shown, it was a sound policy, and has won us the firm friendship
and solid support . of ODI in its présent prosperity.

ODI remains, indeed, the second rather than the first echelon
of Theater Intelligence. Col. Kodes-jin theory is one of two de-
puties to General Walsh, and as such is on a parity with the head
of ODDI Col Robert Schow, though of course Col Rodes' organiza=-
tion is of-a very much smaller scale. But Col. Rodes at least de
facto is only to a limited degree subject to the jurisdiction of
General Walsh..  In practice his function as the chief intelligence
officer of OLGUS entitles him to direct access to the Deputy Mili-
tary Goverror, General Fays, and at least in OFGUS staff meetlngs
and through the ODI Weekly Notes, he speaks directly to General
Clay e ) .o :

Yie may state our own policy and practice in Berlin as foliows.
On all political and economic inteliigence of a routine nature,
we distribufe through channels to ODI and to POLAD and leave to them

" . the responsibility of further use of our material. On major matter

affecting Theater or Washington policy, we usually take the intellil
gence diredt to General %alsh, and to Ambassador Murphy, if the
matter is of unusual political interest. If it requires the atten-
tion of General Clay, it is presented to him by whichever of these
two officials is more directly interested or competent. In practic
even on the most important matters (as the Koval reparations cable)
we keep either Col Rodes or Mr. de Neufville informed, but we
usually do not ask them to aprroach General Fays or General Clay
for us. :

Although ODI's use of our material has generally been quite
satisfactory, we have recently been obliged to reconsider certain
aspects of our relstionship. It has long been my personal convic-
tion that the mushrooming of the ODI %eekly Kotes has resulted in
a dilution of its content and an increase.of security risk. The
Notes are classed Secret, and given what might be called a limited-
distribution: 80 copies reproduced of which some 60 are actually

distributed to regular listed customers. There can be litt}e_ques=
SE"G;F
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g tion thatg®ll, the customers of the ODI Noteg are, in terms of

Bt '! their position and their treoretical security, entitled to be on

b the 1list. There is, however, a very serious question, whether
each one is entitled in terms of his special fieid of interest,
to read all the various unrelated items which are included in
that variegated digest. To put it more bluntly, I have been scre-
what disturbed by the journalistic tendency of ODI to include
something of interest to everybody Inevitably, I think, this
leads to a weakness of security, which gives us some ground for

l arprehension.

It is only fair to say" that there has, to our knowledge, been
no instance in which our material has suffered in security -through

ll publication in ODI Kotes. There have, however, been two or three
scares, all of which proved groundless, but-which have left us with
an increasing concérn. Col hodes has agreed to give our secret

ll material Top Secret classification whenever we ask, thereby exclud-

ing it from the Noteg but we are naturally reluctant to adopt such

N _ +a strong measure, which would result in a perhaps excessive restric-

Il tion on its use. My own suggestion has been to split the Noteg into

! two publications. The larger, which could be giaded secret or even

confidential, would include semi-overt material bearing on the

. .American Zone and Trizonia. The other which would be classed Top

Secret, though still given aprroximately the present distribution,
would cernter chiefly on the Soviet and Polish Zones. Although I
!! have repeatedly made this suggestion to ODI, both Col. Kodes and
Mr. De Neufville express themselves as satisfied with the present
state of affairs. And, as I have said, I have been reluctant to

ll force the issue unless an actual security break can be proved.

B %ith this exception, our relations with ODI have been completely

_ 'l satisfactory. Col. Rodes has shown the highest deference to our

orgenization, and stated officially to General ¥right that he re-
gards us as éhe elite among the Berlin intelligence agencles. On
ll the two or three occasions when we have had to call on him for
B support or intervention with the Deputy Kilitary Governor or the
OLGUS Chief of Staff, he has taken our side vigorously. He has
II expressed satisfaction with our product, and has always said that
he wishes there were more of it. On the other hand, yhen we have ha
to withdraw from a field of production, as in the case of the CDU,
l he has respected our motives for doing so, while regretting the
loss to ODI. ’ R ‘

¥%ith Mr. de Neufville our relations are extremely close. As
a result of his 0SS background, Lir. de Neufville fully understands
all aspects of clandestine operatilon. although ODI is non-opera-
tional, he is frequently able to exrloit his overt status as a
sort of informal cut-out, thereby providing us withr a ma jor point
of cover in the otherwise prohibited grea of OEGUS. It would be
impossible to do justice to the innumerable tips, leads, follow ups
and ideas which we owe to him. In addition he has been our most
valuable single source on ONGUS itself, providing us with regular

, SEg‘gT
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accomts%% ‘Teneral Clay's weekly staff meetlng, which because of
our position, we have not felt it was advisable to attend. Ve
also keeps us informed on inside developments which may affect our
position or our operations, for examnle the progress of the secret
negotiations on currency reform, etc. '

%e also maintain extensive day to day- contacts with the wark-
ing staff of ODI. . The principal analysts visit and are visited by
members of our Reports Board, commenting on our submissions and
showing us reports from other intelligence agencies which we do
not ordinarily receive. Certain policy matters affecting the funct:
al divisions of OKGUS may be channeled to or from us by the Securit;
Branch, which was recently formed by merging Liaison Counter Intell.
gence and Censorship Sectlons (Chief Kr,., Campbell). This more or
jess catch-all office handles, among other things, the rerorts
from the Berlin Documents Center,.vhich frequently. give us leads to
newly uncovered documents, such .as the RSFA anti-Comintern files.
%e have also.concluded a useful working arrangement with kr. I.F.
Orr in Mr. Campbell®'s office for the sponsoring of .requests to the
Combined Travel Board, which results™in the complete elimination
of our agency from any written records. )

E. Office of the Naval. Advisor, Intelligence Officer

Although small in size, the Office’of the Naval ARdvisor, in -
terms of echelon, stands on a par with the Office of the Political
Advisor. It is headed by a Flag Officer, Rear Admiral R{ .
Schuirmann, who enjoys privileges Of hopor parallel to trose of

- General Clay (military guard at his personal billet, etc.). Its
principal overall functions are representation on quadripartite
naval discussions, and carrying out special missions for the Chief
of Naval Operations in Washington. Its two principal day to day
functions are the procurement of naval intelligence for ONI (Capt
A. F. Graubart) and the study of naval technological questions

(Capt J.S. Crenshaw).

Our relations.with ONA from the beginning have been extremely
cordial. admiral Schuirmann was formerly head of the ONI in Wash-
ington and is fully .conscious of intelligence interests. A1though
we seldom have occasion to deal directly with Admiral Schuirmann
we have the satisfaction -of knowing that on occasions of great

SEMRET
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Although in this case in order to achieve maximum security,
we did.not go through Capt Graubart, in general we conduct our
business with him directly. Graubart, himscif is a line officer
with previous intelligence experience as assistant Naval Attache
in Berlin.before the war. .It lies beyond the scope of this report
to present an estimate of his operations, especially since they..
involve matters of high level cooperation in Washington. )
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Altho!?huye have declined to participate in several of Grau-
bart's major projects, we have taken Fart or taken over altogether
one or two llmited :individual orerations. It must be said at
the results have not been satisfactory. In the case of we
wvere finally obliged to turn him back, with thanks, allegedly on
grounds that we were no longer interested in his targets, actually
because he seemed more and more like a penetration agent. In the
case Ofmmmm Graubart runs directly, even

to the extent of gIving him a Small room in the office of the e

Naval Advisor, we have rereatedly had to decline the offer of
collaboration.

In spite of these relatively unsatisfactory experiences, I
have not felt that it was wise to criticize Graubart directly, or
to detach ourselves completely from operational contact. Graubart,
in spite of a rather Jaunty aprroach, is a shrewd and competent
officer. .He is completely rélaxed in his personal attitude to-
ward his official position, with the result that he is quite will-
ing to expose himself, where others would shy away at the risks.

‘Graubart is willing to exploit his overt position to draw the

fire of Kussian blasts against American in elligence, or to decoy
potential defectors. In the deféction field, he has had a certain
measure of success. In general, however, when he has drawn a

nibble, he has turned the case over to-the British largely because
he has been under the impression that they alone have the “facili-
ties". I recently took occasion to disabuse Graubart of this

notion, and to suggest that, within limits, we would be interested

. in -examining his catches before he disposed of them to a non-Ameri-

can agency.,

On the whole, though we have moments of aprrehension over the
free and easy character of Navy intelligence operations in Berlin,
we mgKe every effort to keep a warm and cordial relationship. And
in the long run, it has paid off, and will continue to do so in
even greater measure. : )

F. $=2 Berlin Command and 970th CIC Detachment, Region VIII

The principal operational liaison of the Berlin Base is with
the two intelligence agencies of Berlin Command, §4#2 and CIC.
&trictly speaking, these are connected agencies, but the history
and present status of their connection are rather complex. In.the
fall of 1947, by what amounted to a command decree of General
%alsh, CIC was subordinated to §-2, thereby carrying out the wich
of the.Theater commander that all local CIC units be subordinate
to loc¢al commands., But the situation remained 1in many ways
unchanged, CIC Region VIII retaining its direct channel to the F¢
of 970th GIC Detachment in SUCOE Frankfurt, and owing only a
rather nominal obedience.to S<2. This ambiguous relationship can
be clarified further by an examination of the history end precsent
status of each agency as a separate entity.

SE{-ET
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1. ®52-Berlin Command.

The present 5=2 is the lineal descendant of the original
army intelligence agency in Berlin, wrich wes known from July to
November 1945 as G-2, lst Airborne Army, and from then to October
1946 as G-2 Berlin District. Until September 1946 the head of
this section was Lt. Col. William Feimlich. Heimlich, who was a
former radio executive, has described one of his primary qualifi-
cations for intelligence work as consisting of a remarkable "joie ™
de vivre". Unfcrtunately, it has not been our experience that
that quality is an adequate substitute for diseretlion and security.

The first stage in our reletions with G-2 Berlin District
reached a crisis in the summer of 1946. As a result of a number
of security lapses which came to our attention, we rerresented to
Col. Quinn our serious misgivings about the‘ex%ensive espionage
work of that agency. These criticisms in turn were relayed to
Brig Gen Tdwin Sibert, and produce? a result somewhat more drastic
than we had anticipated. General Sibert in a letter to Col.
Feimlich instructed the latter to cease all espionage operations =~
the political ‘and military fields directed against the Russian
Zone since this was thre province of SSU. There was a saving clat
permitting Feimlich to coordinate his existing operations with u:
and there was also a major joker in the failure to mention econo:
espionage. Feimlich immediately consulted us, and we of course
all initiative in bringing forth this bombshell, and assured hir
of our reluctance to see his activities impaireé. Kevertheless.
the handwriting was clearly visible on the wall, and Feimlich dz
his own conclusions. In effect, he decided to.retreat from ris
untenable empire, and to found a more modest one remote from d:
comnetition with SSU. This decision was perhaps encouraged by 2
FC shift which took place in October 1946, by which Berlin Dist =
from the status of an autonomous major command was brought under
OliGUL -as a subordinate agency known as Berlin Command. In the
process, the reduction of echelon brought about the down grading
of G-2 to an S-2, which it has remained ever since. Feimlich on hi
owvn initiative was transferred to the position of deputy to the
chief of the Civil Affairs Branch,-Office of Kilitary Government,
Berlin Sector; there he continued to function as an intelligence
officer until February 1948 when he became head of the radio static
in the american Sector (KIAS).

The past year and a half of our relations with S-2 Berlin
Command have been a continuation of variations on the basic theme
of the Peimlich era,polite non-cooperation, with a gradual reduc«
tion to the point of ¥irtugl elimination of the "non". There have
been no less than four S-2s during that period: Lt. Col. John
Merrill, Lt. Col, Wilbur %ilson, Col. G. W. Busbey, and Lt. Col.
Farry Pretty. TEach has imparted a slightly different personal
character to §-2, without changing the basic setur. Col Merrill
delighted in playing a personal cloak and dagger role. t was he
who originally recruited and operated & our rrinciral

la'g{{
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experiment jn taking over an S$-2 operation. The climax in our
relation W tH*Col. lerrill was reached in the affair of Lt.

Jacques Saunder. Saunder was perbars the most colorful overator

in the gallery of motley figures in ¢-2, and certainly the most
insecure. when it became evident that Saunder's ambitious ven-
tures had gone beyond even the most generous margin of safety Ber-
1in could tolerate, we made common cause with CIC in representing
the danger to Col. kerrill. Rerrill interpreted our action correctl
as an effort to handle dirty linen strictly within the Berlin commun
ty, and took the necessary steps to get rid of Lt¢ Saunder. ' e

Col. Merrill was succeeded in the summer of 1947 by Lt. Col.
%ilson on an interim basis and then by Coi. Busbey, formerly Pro-
vost Marshal, Berlin Command. Col. Busbey 1s a steunch cavalry
officer, who had had no intelligence exverience, but had made an
excellent personal reputation among Berlin law enforcement and
intelligence agencies, by his earnest afforts to bring about cooperz
tion and good will. ¥is career in §-2, however, waf brief, owing,
among other circumstances, to the regrettable near scandal of kr.
Michael Tscherbinine. *Tscherbinine, who subsequently achleved wide
publicity through his role in the Prince Schoenaich-Carolath jJewel
case, attempted to f{nterest us in what he claimed was a high class
penetration of a dissident group within the Berlin EVD. Vaving
been somevhat impressed with _the ini 1 lead which Tscherbinine
had given us in ‘the case of we followed his KVD lead in
a conscientious and hopeful.fashion, only to find that it ended
squarely in the person of a pathological liar. Our presentation
of the facts unfortunately led to the wrong action being takenj .
Cole¢ Busbey was relieved as 3-2 (though presumably on other grounds.
while Tscherbinine still trovers as stormy petrel in Berlin.

With Col. ¥ilson who ‘succeeded Coi. Busbey, our relations were
somewhat less dramatic, but even with him, we had at least one seri-
oug crisis. In the spring of 1947, the Russians arrested a grour
of CDU youth leaders, who were helé for a long period and subse-
quently convicted: of espionage for the americans. Immedlately afte:
the first arrests, S-2 came across evidence which showed that one
of the victims was an agent of ours, who in violation of all securi
had some of our briefs and questionnaires in his apartment. “ithouw
consulting us, Col. ¥Wilson presented these facts in a highly
derogatory and colored report to G-2 USFFT. Ve neglected to men-
tion, or perhaps did not know, that two of the arrestees were agent
- of S-2, who were guilty of at least equally great indiscretions.
-Col. Ellson's jnvidious action brought the whole ratter to the
attention of Col. Veirmlich's office and even of ODI, creating a
major display of dirty linen. We remonstrated with Col. ¥ilson,
contrasting his action with our correct procedure in bringing tre
cace of Lt Saunder directly to-the attestion of S-2. The results
were salutary, and the remainder of Coli Wilson's stay in Berlin wa
marked by generally friendly 1elations.

<u%'gtg
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The fpurih and current S-2, Lt. Col. ¥arry Fretty, has been
the wmost satisfactory, from our viewpoint. Col. Pretty, like his
predecessors, came to the jodb unencumbered by intelligence
experience, but he has shown marked discretion and willingness to
Jezrn. 1In part his position has differed Irom that of his pre-
decessors, in that he has been directly subjected to the day to
day supervision of General “alsh. Fe has thus been the cbject of
a greater degree of attention than any other subordinate agency
of the Theater Intelligence. In addition, he has had thrust upon -
him, rather than seized, the juriedictional control over CiC,
which had in theory existed in 1945 under the regime of Col. Pelm-
l1ich, but which had never been carried out de facto under Feimlich'
Successors. .

Col. Fretty inherited a fairly large going concern, but one
which was in dilapidated condition. At the time that 6-2 was
.demoted to S-2 in Berlin, a paper T/0 was established &t considera-
ble generosity, viz. 27 officers and come 80 enlisted men. To
what extent this T/0 has been met, we are unable to say with pre-
cisfon. In any case, S-2 has gradually lost most of its old
stand-by officers, and has received replacements of junior and
inexperienced regular Army officers, with which it is largely
staffed today. As a result of this turnover, the productivity of
S-2 has been lowered considerably.

The Berlin Base has not had a direct exchange of reports with
5-2 since October 1946, when at the request of General Clay we
agreed to use ODI as our intelligence channel within OKGUS. There
_ have been occasional gestures of rapprochement initiated by 5-2, ar
we have responded courteously, but without modifying the basic
policy. As a result, we are not really in a position to assess the
actual scope and value of the §-2 output. We do, however, cee theil
work reflected in the same medium as our own, viz. the ODI Veekly -
Raotes. From this we infer that they are reasonably productive in
the economic field, which they continue to cultivate largely in
virtue of/the fact that it was not included in General Bibert's
prohibition. They appear to be totally out of the-political field,
except for such work as is done by the Political Section of CIC -
(see below, para 2). We are quite unable to evaluate their work ir
the field of military intelligence, since that is all processed in
Frankfurt. We have, indeed, been invited to maintain liaison with
their Order of Battle specialist, but in view of our own slight
snterest in this subject, we have not made much of tre contact.

In recent months our principal liaison with 5-2 has been over
the question of Russian dgqfectors. The principal S-2 srecialist,
Capt A. Sogolovw, approachgd us in the summer of 1947, with an
offer to cooperate in the handling of Russian defection leads.
Fic own semi-overt position exposed him to numerous propositions
which it was beyond his capacity or that of 3-2 to handle. For
our part, we welcomed his offer to turn over promising leads, but
insisted on two basic points: a) all such cases must be pre-
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sented toAls.at the earliest possible moment in their develon-
nent; b) if we accept the case, we require complete turning over
to us, coupled with absolute subsequent security by ZS<«2. This
general policy was also exrlainad to Col. Pretty.

During the last months of 1947, Capt. Sogclow gave us a num-
ber of offers of defection leads. In the majority of cases we
were obliged to decline, sometimes for lack of facilities; some-~
times for lack of interest or for doubtz as to security. As a
result, Sogolow came to feel that we were indifferent to his
efforts, and we were repeatedly compelled to soothe his feelings,
and explain to Col. Fretty the real motives for our stand-offishnes
The pro th fhe ccoperation was not totally erpty care in the-
case of whom we received directly from Sogolow ard culti-
vated into a promising penetration agent whose Order.of Battle
information is now greatly appreciated by ODDI; “UCOE.

In any case the Sogolow era came to an end in January 1948, whe
Ma jor General Kotikov, Commandant of the hussian Sector, in-a fbr-
mal protest to the umerican Commandant, Brig Gen Hesketh, accused
the Americans of the "forcible® defectlon of a Russian captain.
De~pite *he fact that the bulk of Gen Kotikov's letter consisted
purely of shots in the dark, the case came to rest on Capt Sogolow'
doorstep. A high command decision was made ~ precisely on whose
initiatlve, General ¥Waish or General Fesketh, is not clear - end |
Sogolow was flown out of Berlin to the States on a few hours notice

The departure of Sogolow has virtually eliminated S-2 from the
active cultivation of Kussian defectors. Nevertheless, in a recent
conference on the subject, Col. Pretty has assured us {hat the
. basic principle of c00peration still stands, and within the limits
of his personnel he will continue to make available leads which are
suitable to our mission and capabilities.

Other chapters in the cooperation of Berlin Base and 5-2 have
already been mentioned, notably the London CFM crisis and the
agreement to divide the task of obtaining background information
on Soviet personnel at the ACA and Kommandatura levels. ¥e might
also mention the completely amicable arrangement through which we
took over the services of ONENENNNR:s an agent, while maintaining
intact his cover as an S-2 staff member. Goneral Xalsh and Col,
Pretty have been fully cooperative in this effort to retain the
services of a topnotch technical intelligence officer, who was
otherwise rendered ineligible by the aprlication of the 10 year
citizenstir rule. The entire setting up of tris promising cover
arrangement has been characterized by stress on mutual advantage.

Vle shall strive to continue in this present -vein of cordiality
ard helpfulness. The pressure of empire building, of suspiclion
and mistrust, seems to have died down in S-2, and, while it is too
early to speak of an entente cordisle, we have hopes that the two
principal american agencies in the clandestine field can be qaid
from now on to belong to the same tean.
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2. HICg Region VII1I

The pattern of our relations with CIC in Berlin has been
distinctly more satisfactory than with 2-2. AImost from the
beginning of my stay in Berlin, we established a harmonious
working relationship which has been mutually beneficial. It is
perhaps not unfair to point out that tre cooperativeness of CIC
may have been favored by the fact that several key members of its
staff (unlike the regular Army persornel of S«2) have kept in -
the back of their rinds the prospect of future employment by CIAI

On the side of CIC the chief proponent of this rolicy of good
relations has been Major Joseph Stewart, until recently the head
of the detachment. In this he has been seconded by the most im-
portant member of his staff, ¥r. Severin Wallach, head of the

Special Case Section., M= === =£4- ==& -=3— ——-238 Tod 5T two
chiefs af "SC Branch g_,. Meckuen avo Tde PeLcar . e--—--o 4 and
({7,108 on behalf of FK, have assidiously cultivated the princi-
‘pal officérs of CIC. _ -

It would be impossible to give in detail a picture of the day
to day contacts between ourselves and CIC. Gradually these con-
tzcts have been extended from our Branch chiefs to include some
of the case officers. Fowever, it must be admitted that this
practice of direct contact on tne lowest working level has :
occasionally produced some .confusion, and by mutual consent, the
present tendency 1s to restore the liaison to the narrower basis
of the executive level.

From our viewpoint, the rost important benefit of the CIC
liaison has been the enlistment of their executive facilities in
support of both our positive and counter operations. These have
ranged throughout the entire operational and technical field,
including surveillances, monitoring, protection of agents, forg-
ing of documents on occasion, and above all the conduct of vetting
and other investigations. On our part we have provided innumerable
leads to CIC as the by-product of our own operations. W¥e have
also given them a sort of higher moral supiort during perlods of
difficulty with the Theater Command and Director of Intelligence.
%e have pointed out to General ¥alsh the importance of an autono-
mous CIC, exempt from onerous restrictions in regard to billeting,
uniform, and other military requirements. And above all we have
tried to emphasize the solidarity of interest between vositive
secret intelligence and the protecting and suprorting forces of couw
ter intelligence.

_ As I have already indicated, CIC in Berlin has had a .constant
uphill battle. It has always been torn between the rull of the
Jocal G-2 or S-2 and the higher echelon of the 970th Detactment
at Frankfurt. It is only fair to say that this tension has fre-
quently worked to the advantage of the local Det:chment, enabling
it to play both ends against the middle. It 1is particularly note-

\1/'*
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worthy {gat Stewart, witnh the rank of captain and then major, wvas
gable to sustain znd defend a Detachment which elsewhere in the
Theater would have been commanded by a Lieutenant Colonel or
Colonel. This has been all the more remarkable as an achievement,
because of the peculiarly exposed and vulnerable position of the
Berlin Detachment. It is directly under the eye of the Theater
Commander, and subject through his Director of Intelligence to botl
a more critical scrutiny and a more extensive set of demands than
the regional detachments in the Zone. It is at the same time
more open to the temptations of the black market and the .corruptiol
and seductions of metropolitan life. It is greatly to Eajor Stewa:
credit that, during the two years of his command, his detachment w:
without major scandal and was able to avoid the frequently. severe
strictures which General Clay has delivered against CIC in the Zon

The principal working contact with Berlin CIC is with the
Special Case Branch, hexzded by kr. Wallach. This Branch has varie«
somaewhat in composi‘f:ion, but in general has comprisei Two main gro
the Political and the Counter Espionage Sections. The Political S«
tion is in fact almost exclusively concerned with penétration of
the Communist Party and related organizations. ¥eaded untll recen
by two former associates of Lt. Ssunder - Mr. Manley and Lr. Gutma:
it has achieved a fair measure of success in penetrating the
Berlin Communist-controlled 6%D party. Through our :
liaison we have had access to their results, and
have been able to coordinate our own activities so as to avoid
duplication. It should be stated, towever, that both MKanley and
Gutman have inherited some of the careless and romantic traits of
Lt. Saunder. They have on occasion fallen for major troaxes.
Indeed, it was largely through our warning that they escaped the
greatest hoax of all, the notorious forgery of Protocol ayun,

The Counter Espionage Section has, on the whole confined itsel:
to relatively low-grade cases, and has not, we believe, accomplish
any major penetration of the RIS. It is only fair to say that
they may have bigger things up their sleeve wvhich they have kept
from our eyes. For instance Mr. ¥allach has hinted that he has
been carrying out some[:- operations, about which not even
his immediate superiors have been informed.” FWowever that may_be,
we must agree that our close liaison with Er. Wallach has paid
off in the CE field: we need only mention the (NN case,
which came originally to CIC, but to which we were admitted on
egual terms in the interroratinn . -Indeed, 1t was undoubtedly
the brilliant approach o WecSHEK™ shich enabled him and Er.
tellach to work as a team, in exfracting a1l NN s cssen-
tial information in what was formally only a rreliminary interro-
gation.

7 The most recent phase in our relations with CIC has marked rper
haps a slight recession from the uniformly high tide of coopera-

tion which existed while Kajor Stewart was the commanding officer
of the Berlin CIC. Stewart's successor, Major Clad Purkitt -
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formerly”sﬁféf of the Eegensburg CIC - was fully indoctrinated

and has accepted both in principle and practice the tradition of
close liaison with %DD and especially the SC Branch. The slight
change in our relations was due 1o purkitt's personality; while
Stewart possessed maturity and intelligence experience and a

quiet dignity far in excess of what one would expect of a2 man

his age, Purkitt is impetuous, aggressive and relatively inexreri-
enced in intelligence. Fis strongest point, and one vhich
undoubtedly was considered before ris aprointment, is his tremen-. -
dous personal energy and drive =~ qualities which are almost -
escential for the CO of a large CIC detachment orerating under -at
least cemi-combat conditions. It is only natural that Purkitt's
interpretation of close liaison is different from Stewartts. Other
factors complicate the situation: for one, 3 recent change of .
command in CIC at the TUCOK level. The new CO, as we understand,
is. not too favorably inclined toward our oOTg zation and has moved
to restrict liaison except on the command level. This has not yet
affected our local relationship materially; it may do so later.

Another factor affecting our relations with CIC at this time he
been the planning for intelligence in the Buropean Command after
the transfer of authority (now cancelled) from tha.Repartment of
the Army to the State Department, as of 1 July 1948. CIC, at botn
Berlin and EUCOE levels, ha5~fe1% that it is fighting for its
1ife. They think there is a good chance that the large intelli-
gence-gathering organization built by CTC since the end of hosti-
lities in Europe might be discarded altogether. Accordingly, CI¢
has been out to “sell® itself to the State Department. They havs
been particularly anxious to receive credit lines vherever possi-
ble, especially whenever their intelligence is disseminated local’
Since CIC concelves the “DD as its most dangerous current compet:-
tor it i% understandable that their relations with us have been
tainted lately with a certain suspicion. That those relations
have nevertheless remained almost unchanged is largely due to the
efforts of Mr. l.allach, vho now heads all agent operations of the
Berlin CIC. Kr. wallach, whose contract with CIC was reneved
after negotiations dragging over several months, is truly the
moderating influence on Kajor Purkitt, and rrevents the latter
from carrying out certain hasty decisions in both 1iaison and
operations. One example will i1lustrate: In February 1948
Major Purkitt assumed responsibility for all CIC outside 1liaison,
both policy-making and operational. All other CIC personnel,
including Er. “allach, were expressly forbidden to have liaison
with other U.S. and Allied agencies. About one week of the new
system proved conclusively to purkitt that the job was too big for
one man to handle and he was easily persuaded that kr. wallach
. should agzin be authorized to handle operational lizison. (We
might add that Purkitt's original decision did not disturb us
much, -especially since kr. Wallach assured us that liaison would
continue de facto, if necessary on an entirely rersonal, after-
office hours, basis.) On the whole, rowever, we welcomed the
narrowing of the pointe of contact, since direct liaison on the
lower levels had multiplied to the point of confusion.

\(f v
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To spm nwp; we belleve that des)ite periodical up's and downs
our relations with CIC will continue to be excellent, and we
are confident that weé can count in the future, as we have in the
past, on the cooperation and basic good ill of thre Berlin cIC -
vhich is undoubtedly today and probably will remain for some %ire
the most important and largest opecrational intelligence organiza-
tion in Berlin. '

G. Military Liaison Kission to the Soviet Zone of Occupgtion,
Potsdam

During the past year we have maintsined an informal contact
of cuasi intelligence nature with the kilitary -Lizison Eission
to the Soviet Zone. This group of ten Lrmy, Navy and Air officers,
under the command of Brigadier General @. %, Vess, Jr. has head-
quarters and mess in Potsdam, though the members actually live in
the american sector of Berlin. The Kission also maintains a
small lisison office in the Armed Forces Building of OLGUS. The
British and French have similar Missions at Potsdam which in turn
are parallelled by the Soviet Kilitaty Liafson Eisclon to the
American Zone in Frankfurt.

The function of the lMission is to conduct liaison business of
any kind between the American Theater Cormand &nd the Soviet Zone
Command. This includes routine private transactions for American
citizens, such as inquiries concerning American property in the
Soviet Zone, etc. The actual volume of business is not very great,
and the Kission in general has found that it is frequently ob- _
structed, either wilfully or because of Soviet red tape or ineffi-
ciency. '

It was apparent from the outset that the Liaison Eission would
be expected to perform an intelligence function. Two former o
intelligence officials, Lt. Col. 0. J. Pantuhoff and Cartain P.
Schneilder were attached to the Mission with that purpose in mind.
Col. Pantuhoff who is American born, is bilingual in Russian and
English, and served as interpreter to President Roosevelt at
Teheran and Yalta. In many ways he was admirably qualified -to
-carry out intelligence observation as e side line to his liaison
work. Fowever, both Col. Pantuhoff and Gapt. Schneider soon found
themselves in difficulty vith the Russians. lembers of the Kission
were theoretically at liberty to drive about the Soviet Zone, in
uniform and in plainly marked American sedans. Actually their
freedom of movement was seriously limited. Zach trip had to be
announced in advance, with a precise objective and itinerary, and
the hussians frequenély refused to grant clearance for areas of
special interest (notably the uranium mine region of the Srzgebirge
which was declared closed on grounds of “quarantine®). FPantuhoff
and Schneider made repeated attempts to get at interesting targets,
and as a result were frequently arrested and detained by local
Lussian commandants. Although they were always able to obtain
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fairly¥prempt release by telephoning Potsdam, they gradually built
up a record with the hussians which clearly marked them as conduct-
ing a form of espionage. The crisis occurred in January 1948, when
on orders from General Fess, Pantuhoff attemrted to gain entry to

a factory which the Russians had barred. as a result, the 3Zoviet
commander declared Pantuhoff and &chneider persona non grata and
asked for their recall. :

From our viewpoint there was little to be gained by associating
ourselves closely with this type of activity. Col Fantuhoff and
Generzal Fess have invited.us to submit intelligence briefs, and to
send"a representative to the weekly staff meeting of the Eission
in their Berlin headquarters. although &l and others have
attended these meetings fairly regularly, they have been increas-
ingly impressed with the futility of the [#ission, so far as intel-
ligence is concerned. It 1s apparent that an American officer in
uniform cannot conduct espionage on anything but the most obvious
and uninteresting targets. accordingly, after a few exyerimental
briefs, we ceased to put any requests to the Kission. With the
departure of Pantuhoff, our interest has dropped to zero, and we
have discontinued the practice of attending their weekly meetings.

‘H, Office.of Military Government, Berlin Sector Civil Affairs
Branch .

- The Berlin Operations Base, in the liaisons. described above
has occupied tre pesition of an agency with a Theater-wide mission
and scope. But we are also, inevitably, enmeshed in the arrower
fabric of the city of Berlin, and specifically the American Sec~
tor. In this more restricte& aspect of our work, we would nor-
mally direct our principal liaison to the Intelligence Office - 1if
it existed - of the American Commandant in Berlin. Unfortunately,
the one office which answers that description, has in fact, both -
through its jurisdictional ambiguity and the dubious cover position
of its staff, been the one office which we take pains to avoid

as much as possible.

As I mentioned above, the dissolution of the old G-2 Zerlin
District led to the establishment of a so-called intelligence
office within the headquarters of the Berlin Commandant, Col.
Frenl- Fowley, specifically in the Civil Administration Branch under
Hr. (formerly Colonel) L. Glaser. Under Mr. Glaser as Political
Intelligence Officer was lr. (formerly Colonel) William Weimlich,
who also carried the title of Deputy Crief of Branch. <“hen Feim-
lich left Berlin District,-he took with him a small group of his
former intelligence officers, notably Mr. F. Mathews and lir. F.A.
Dilger, whose Special Intglligence Reports have been the starle
of ¥r. Feimlich's production, both before and after the headquar-
ters gwitch. Unfortunately, despite the merits of these officers,
the very nature of their position has brought them, since the
departure of Lt. Saunder, into the catégory of “best blown"
intelligence officers in Berlin.

?ﬂﬁ'géT
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The ’ggisffc fault of the Feimlich office lies deeper than mere
inherited insecurity. OLGBS, Col. Fowley's headquarters at 39
Grunewald Strasse, is the directing center of the American
occuration in Berlin. A4s such it is a workaday headquarters,
staffed by a rather pedestrian but vigorous group of extrovert
Army officers who run everything from motor rcols to VD clinics.
The building 1is wide oren, thronged by Germans, Df's, and allied
nationals with every conceivable errand. The headquarters is a
constant focus of: publicity and inter-allied bickering in the
Berlin Xomrandatura. Inevitably, clandestine operation from this
near madhouse is doomed to penetration and exposure.

Eoreover, the Civil administration Branch by 1its very nature
is Jacapable of housing a true intelligence office. The function
of &r. Glaser is primarily to advise Col. Yowley on Berlin poli-
tics, and to provide him with the necessary ammunition to defend
Aaerlcan’interests against the constant and shrewd attacks of the
soviet Commandant, Kajor General Kotikov. It is clear that the .
political informa%ion which Col. Fowley requires is primarily
overt. It seems therefore, to have been a basic mistake to have
attempted to house Kr. Feimlich's semi-covert operators in the
fully overt Civil Administration Branch. The best explanation
why such a step was taken, probably lies in the personal ambitions
of Ur. Feimlich. It is an open secret in OKGUS that Er. Feimlich
hoped, through this cover in Civil Administration Branch, to
accomplish two things: a) to put himself in line for a &ecisive
role in Berlin politics, and bf to evade the jurisdiction of ODI,
OLGUS. Ve came fairly close to succeeding, but in fact, as it
turns out, actually failed in both objectives. It was no doubt
the realization of this failure which promp:ted him in February
1948 to accept a transfer, out of Civil Administration, into
Information Control Branch, where he now heads the radio station .
in the american Sector (RIAS). In view of his extensive peace-
time experience as a radio executive, this appears to be a good
solution of both his personal ambitfon and the dissatisfaction
which has been felt in 0i'GUS over his intelligence work.

The way is now open for the aprointment of a new intelligence
officer, who would accept his full measure of responsibility
toward ODI, and function in parallel to the Land Intelligence
officers in the American Zone. This has long been the avowed
objective of Colonel Kodes, to bring Berlin into line-with the
situation in the three american Laender, thereby enabling OLGUS
headquarters to draw directly on the political intelligence
produced under OKGBS. Whether this will lead to the establiswh-
ment of a new and separate intelligence branch within OEGBS, or
vhether it will continue, in the past, as a part of the civiy
Administration Branch unéer Y¥r. Glaser, remains to be seen, but
clearly the continuation of the status quo is undesirable.

St !1"
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In the‘ii’é’ht of this situation, it is easy to understang why
our relations with Kr. Feimlich's office have been far from per-
fectly cordial. Ur. Feimlich has ndver forgotten the fTact that
General &Sibert's letter of July 1946 deprived him of his vrinci-
pal franchise - running agents into the Fussian Zone - in favor
of SSU. ¥e have never forgotten the fact that his office is
staffed with German secretaries and has no possibility of maintain-
ing-internal security. we have indeed kert up a friendly personal
contact with kr. Mathews, and even accepted an occasional intelli-
gence lead from him. Fowever, even in such instances we have been
forced to be exceedingly reserved, since there is abundant evi- -
dence that Feimlich's office is the classic point in Berlin-for
penetration feelers, not only from Soviet but from other allied
intelligence agencies, and Mathews, by his own admission has been
hit with devastating accuracy. In&eed, our caution now goes so

far, that it can be said that we no longer are willing to accept
any operational initiative which we know to have been associated
in any way with Feimlich's office. Possibly under & new incum-
bent we may be able to relax our stand-offishnessy but the funda- .

' mental difficulfy will aslways remain, so long as overt and covert
are completely intertwined, and the vhole direction of intelli-
gence 1s orlented toward a tactical political situation.
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I. Non-Intelligence Contacts

With the agencies described above, we have exhausted the ros-
ter of our major intelligence liaisons. There remain a large grou
of Berlin agencies, bordering upon or ancillary in function to
clandestine intélligence, with whom we have close contact. These
contacts cover every aspect of our operations-and administration,
and constitute a complex fabric which it 1s only possible to des-
cribve in very general terms.

1. Public Safety, OHGUS and OkGBS

Not strictly of an intelligence nature, but basic to the
performance of our mission is our liaison with the Public Safety
Branch of OKGUS and of OKNGBS headquarters.

a. Public Safety Branch. 0lGUS

As the senior headquarters in the Theater, Public
Safety Branch OMGUS exercises general policy control in all matters:
affecting the German police and law enforcement agencies and denaz:
fication inspection, both in the imerican Zone and in Berlin, and
participates on the quadripartite level in the ACA Public Safety
Committee. It is a fairly compact office within the Internal
Affairs and Communications Division.

O¥GUS Public Safety with its subordinate echelons in
the Laender owes its present distinctive pattern to the influence
of Col. 0.%. Wilson, who was chief of the Branch until the summer
of 1947. Col. Y%ilson enjoys a wide reputation in thre United States
as the founder of what might be called the higher education of the
professional policeman. 4s head of the graduate rolice school at
the University of California, Col. ¥ilson established tre concept
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of an eﬁ’té*corps‘, and trained according to this concert hundreds
of officers who are now chtiefs and senior officials of police
forces throughout the country. Fe brought with him to Military
Government his concert, which he himself embodies: the soft
spoken, intellectual, gentlemanly type of police official, as
oprosed to the traditional *flat foot". Needless to say, this
admirable discipline has been particularly effective in Germany,
which has always had a highly trained, elite police bureaucracy.
4s a result, the German police in the American “one and Sector of
Berlin have displayed a respect for our Public Safety officialdom
which has not always been so apparent in other executive Branches
of Kilitary Government.

The cordial relations which Berlin Base established
with Col. Wilson have continued under his successor, ¥r. T.<.:Fall,
and"his deputy Er. J.L.McCr&wi The full measure of their coopera-
tion was demonstrated in the summer of 1947, when Er. Yall
granted the facilities of Public Safety cover to Kr. WewRry HEcKsHeR
.-, M¥ro H.  was given a position as a special investigator.
in the OKGUS office, under circumstances which allowed him com-
plete operational latitude to perform his mi

ssion for the Berlin
Base. - Competent orders were procured, under% working
alias, and a desk and listed telephone were lald on? jUnfortunately,

w As a result of General Clay's decisive vetokq,use
of Military Government cover,. we were obliged to withdraw lLir.
HecksueRfrom the office. - | -

s

contact has

Despite this set back the close working
remained in effect. [N i

[ R Y

.' Public Safety Branch,-Office of Kilitary Government
Berlin Sector.

%ith ONGBS our Public Safety ties are even closer than
on the OiGUS level, amounting to a day to day working liaison of the

-“'-‘fiﬁ.r
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utmost value in suprort of our SC and FR operations. The original
and still the basic contact has been with Mr. (formerly Hajor§
Charles Bond, who was Chief until the spring of 1947 and is now
deputy Chief of Branch, under Er. hay Ashworth. Bond is a pro-
fessional police officer of long experience 1n the 5States. Dur-
ing the past two and a half years, he has built the police force

" in the american Sector of Berlin into a trustworthy and reasonably
efficlent organization, carrying out its mission, within the 1limit.
imposed by inadequate personnel and equirment, according to pre-
war German standards. Vis greatest success has been In freeing
the American Sector from the pernicious influence of the Soviet-
controlled centrel Polizeipraesidium. Considering the strength

of the prewar system of centralized police administration in
Berlin, this has been a particularly difficult achievement. <&C
Branch, as I mentioned above, may claim considerable credit faor
strengthening Hr. Bond's hand, through its inside coverage of the
police force. e

The immediate benfits of this lialson are too numerous
to catalogue. Fardly a week goes by without a visit to kr.
Ashworth or Er. Bond, for the purpose of straightening out the
affairs of an agent in trouble, securing police protection for
our operations, or following up a lead of counter intelligence
nature. Through Public Safety, we secured the full time services
of a trained police detective %o investigate the incidents of ‘
.petty thievery in our motor pool and office premises. This experi
ment has paid off in the apprehension of a number of intruders,
and in bringing to light points of #eakness among our otherwlse
trustworthy German personnel. Ye are presently using the same
detective to carry out vetting checks on all our indigenous per-
sonnel and to cast a protective eye over our billets and other
official installations.

Finally, we may add, from these, our most trusted
friends within OGBS headquarters, we have obtained innumerable
bits of inside information which enable us to keep on good terms
with the other Branches of that rather tempermental headquarters.
We have kept posted on affairs of vitel concern to FR and SC, such
as secret plans for raids and arrests carried out on a quadrlparti
level. Advance warning of such operations is of the utmost
importance, especially to FE, since the Soviets have frequently
tried to u%ilize'quadripartite machinery to probe into the my-
steries of American intelligence operations. On our side, we
have done our best to strengthen the hand of Public Safety in
its constant battle to curb aBductions and other illegal Soviet
incursions into our Sector. We have been able to use our ready
access to the higher echelons of OKGUS to plead the cause of
Public Safety in this matter, which, however explosive in nature,
has generally failed to rouse a commensiraiedegree of interest on
the Kommandatura and ACA echelons. :
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2. #nfermation Control Division

Information Control Division; like Public Safety, is of
interest to us on both the ONGUS and the OMGBS levels. Although
by its charter it should be only indirectly concerned with
clandestine operations as such, it has nevertheless fipgured pro-
minently in the history of intelligence in Germany.

a. Information Control Division, OMGUS.

I have already alluded to the bitter struggle which
took place in 1945 and 1946 between the.Office of the Director of
Intelligence and the Information Control Division. 4s I pointed
out the pendulum reached fudl swing in September 1946 when ICD
actually secured the approval of a staff study which would have
brought ODI under at least the personal headship of the Chief of
ICD, Brig. Gen. Mc Clure. Since then, the pendulum has swung
nearly full in the oprosite direction. The latest indications
are that ICD will be withdrawn from the entire field of political
intelligence which 1is presently being cultivated by its kesearch
Branch under Dr. Fobert C. Schmid (formerly 0SS, R and A). .In Bava
indeed the Research Branch has already been merged with the Office
of the Land Director of -Intelligence, the chief of the former
becoming head of the latter under the merger. It seems likely
that similar mergers will take place in the other two Laender, to
be followed -eventually at the OMGUS level. Dr. Schmid is return-
ing to the States in late Spring 1948, at which time his Branch
will, in all probability be incorrorated into ODI., Such a step
would certainly clarify the situation in the field of political
information and reduce a serious element of duplication.

To be sure the functions of ICD Kesearch Branch are
to some .extent different from those of ODI. EKesearch Branch 1is -
concerned primarily with the sampling of public opinion by. an
application of Gallup Poll methods. This tyre of work has an
obvious bearing on the legitimate propaganda and educrtional func-
tions of ICD, and there is consequently considerable pressure. to
retain at least the opinion polls within the Division. Vowever,
the basic weekly publication, Information Control Review, although
based in large part on. such sanplings and on overt newsparer and
periodical analysis, does in fact overlap to a considerable extent
the volitical and socilological coverage of the ODI Vieekly Notes.
A clean-cut merger is obviously indicated.

The- solution of this jurisdictional conflic is of
‘only indirect concern to Berlin Operations Base. ICD has not
attenpted to extend its coverage into our principal target area,
the Soviet Zone. Nevertheless, the consolidation and sirplificatio
of the political coverasge which would result from such a merger,
would react, I believe, benefically to WDD Bases operating in
the american Zone, and would reduce the incidence of potential
friction with ourselves. In addition, it must be stated frankly,
that the withdrawal of ICD will certainly not have an adverse effec
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on the security picture. ICD, by the nature of its function and
by the quality of its personnel, has been notoriously insecure
dabbling beyond the edge of overt activity, and Jeopardizing ’
agencles legitimately chartered in the clandestine field. The
loyalty of much of its foreign born personnel has been seriously
questioned, and the need for a greater concentration of control
and discipline is universally admitted. The most recent reaction
to the presence of dubious elements in ICD has been the crisis
over the radio station in the american Sector of Berlin, which
culminated, as I mentioned above, in the transfer of kr. Feimlich
from Civil Administration Branch, U¥GBS to RIAS.

Hention should be made of numerous incidental points
of liaison with ICD, notably in the field of licensing periodi-
cals and other means of publicity. We have not infrequently
been requested by AKZON to promote with ICD the special interests
of one of our ezgents or of a group or orgenization which we are
interested in building up. In general, it has been our experience
that these requests are dangerous., The insecurity of ICD makes it
risky to display our interest in a publications project. Korecover,
because of their sometimes prejudiced, sometimes reasonable lines
of policy, it is extremely difficult to procure special favors
from ICD without an effort incommensurate to the worth of the pro-
Ject. For that reason, we have not always been willing or able to
underteke such intervention. Our credit with the present division
chief Col. G. E. Textor is excellent, but we feel it wise policy
to husband it for matters of vital concern and to keep minor
requests to the minimum. '

. One principal point of potential contact with ICD
lies -in the field of propaganda, black or white. Fere, again,
extreme caution is indicated. It is well known that when General
Clay announced the launching of an anti~-communist propaganda drive
in October 1947, Information Control immediately seized the ball
and started running for a touchdown. It was halfway down the
field when the referee's whistle was vigorously blown by 0DI
POLAD, and CiD all at once, who pointed out that the ball had not
even been put into play. éince then, ICD has been moving somewhat
more cooperatively with the line of scrimmage, but there is always
danger that it will try another runaway. At any rate, from our
viewpoint, it is a team mate to be kept altogether under circum-
spection. '

) Our policy remains, as it has been since October 1946,
no direct dissemination to ICD, OXGUS, and only a minimum of work-
ing contact.

b. JICD, Berlin Sector

The Information Control Branch of OLGBS is subject,
in our mind, to the same weaknesses as its OEGUS parent,namely

T
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insecurity and lack of discretion in intelligence matters. Never-
theless we have permitted ourselves a slightly closer working con-
tact, both because it has been expedient and because there hgve beer
one or two individuals in whom we have had real confidence. This
confidence aprlies chiefly to the former chief Er..F. M. Leonard
(now with OHGF ) , and the present deputy chief, Kr. L. Josselson.
“e have felt reasonably safe in turning to these officials for
such incidental matters as checks on journalistic personnel, pro- -
curement of correspondent status for our agents; occasional
straightening out of licensing problems and other minor favors.--
Mr. Josselson in addition has given us a number of valuable intelli-
gence leads. It is to him that we owe the FLR agent POLTOE. ¥e is
particularly useful because of his knowledge of Kussian, and his
close liaison contacts with his allied opposite numbers.

But unquestionably our most valuable contact in ICD
Berlin is with kr. Enno Fobbing, editor of the Berlin edition
of the american-licensed newspaper, Die Neue Zeitung. Mr. Wob-
bing, who was one of my most talen%ed students at Farvard, has
had a brilliant carcer both in journalism and intelligence. Unlike
many others of similar background, he has not allowed the former
to drive out the latter. Because he is a Kilitary Government
official, and therefore not subject to the pressure of the commer-
cial by-line, he is able to submerge tis journalistic impulses in
the interest of a clandestine operation. Fe, more than any other
NG official of our acquaintance, presents the ideal gualifications
for directing and carrying out propaganda work, whether of the
vhite or black type. As the lines of such a camraign begin to
emerge, we are convinced that our best oprortunity to contribute,
withou% loss of security, would be through further intensification
of our present close working arrangemént with Mr. Wobbing.

3. Provost Karshal, Berlin Command:

Essential to any conduct of intelligence and counter intel=-
ligence operations in an occuried area is a satisfactory working
relationshiy with the non-indigenous law enforcement agencies. It
has always been a cardinal point of our policy to be on good terms
with the Provost Harshal and the Criminal Investigation Division.
Unlike CIC, these are agencies from which we request considerable
support and assistance, without being able to offer much in
return. Good will with them, therefore, is more a function of
personal respect than of mutual benefits.

During the past two years there have been two Provost
Earshals of Berlin Cormand, both cavalry officers and admireble
gentlemen. I have already mentioned Col. G. ... Busbey, who served
a brief period as §-2 after more than a year as Provos% Karshal.
Col Busbey was by instinct a rough and ready divlomat in the
field of law enforcement. Fe always displayed the utmost courtesy
toward our organization, and granted any reasonable operational

. :\ i"{ﬁ‘ll .
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request®* ‘His successor Coi. Falck,
- , has been even more friendly and coopera-
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tive.

The high point of our relations with the rrovost LKarshal
was reached when Col. Falck agreed to our use of tis office as
cover [ (&ké il Bl - i« Because of 4cte>  knowledge of
Kussian, 1v was essential that he have a post, sufficiently overt
to asccount for constant appearance in offices of every type, yet -
sufficiently covert to permit the necessary security. This posi-
tisn was found in the Special Liasison Section, attached directl
to Col. Falck's office. In addition et _
3{ had the very mixed advantage of placing pec(ceNun: Npct associc
tion with Hr. Michael Tscherbinine and the covietv Likispn Section.

gculc. has been able to make the most of this association, taking
uucvo nicself potential CE leads which Tscherblnine uncovered

vhile keeping at arm's length from the lztter's notorious an
questionable associates. § I PR~

In administrative matters, as well as intelligence, our
Provost Earshal connection has been beneficial. We have been
able on the strength of our credit with Col. Falck to extract :
ourselves successfully from difficult situations with the ¥ili.
tary Police, such as are bound to arise in-the conduct of deli-
cate operations in a tightly patrolled area of occupation. We
have secured such important administrative favors as a completely
free hand in obtaining new license plates for blown automobiles.
In return we have, as I stated above, lent our moral support in
f{ssues of vital concern to the Provost Marshal. Thus under the
regime of Col Busbey when General Clay ordered the puiling in of
outlying MP Detachments to a central barracks, we sent the
General a strong letter advising against this step. The fact that
General Clay overrode the protests of our agency and of several
others did not diminish the Provost Marshal's gratitude for our
efforte

4, Criminal Investipation Division

CID in Berlin is a picturesque, hard-boiled outfit, con-
trasting sharply with the almost genteel atmosphere of Pubiic
Safety. Owing only a nominal obedience to the Berlin Provost
Marshal, it has acted pretty much as a law unto itself, and has
carved its way into the lush lawlessness of Berlin with .gusto and
abandon. Its chief, Kr. 0.R. Carluccl, has worked hirself
rapidly to a considerable eminence, enjoying 4n effect the status
of a sort of personal bodyguard an& detective for General Clay.
Fis principal agent, lir. K. A. Strauch is a well known and color-
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gullfigure, striking a mild degree of terror in tre hot spots of
erlin.

The basic achievements of CID are not really impressive,
though one must hasten to add that t'is is by no means their
fault. In many of their principal efforts they have been frus-
trated, just short of bringing the criminal to justice. This
was particularly apparent in the sad case of
and who quite literally beat
the rap on very heavy charges vhich CID had fully documented.
This gross miscarriage of Justice (which arpears to have been
engineered in wWashington) so discouraged CID that they have sub-
sequently confined themselves to such rnodest but sure publicity
bringers as tte Fohenzollern jewel case. They havé made no real
effort to enforce a high standard of integrity in matters of
black marketins among OMGUS personrel, recognizing their limita-
tions of manpower , and the lack of real interest in securing
spectacular canvictions. Even in the limited field of stolen -
. american vehicles, they have found themselves obliged to turn

over.responsibili%y almost entirely to Public Safety and the
German Police.

A

« We anproached kr. Carlucci,
with the able assistance of Kartin . Sanford (Kr. Carlucci was
a private detective in New Jersey where Mr. Sanford was a member
of the State Police), and were able to insure the security
of our organization's interests. Because of our general willing-
ness to cooperate with the prosecution of the case, we won the
confidence of CID, and have had no difficulty main%aining it
subsequently.

. CID is pot much interested in intelligence as such, and
possesses the virtue of complete security only in matters of vital
concern to itself. %e can always count on them to give us a
reasonable degree of executive support, in such matters, for
‘instance, as investigating black marke% activities of our agent
or other German personnel. There 1s no question that our relation-
ship with CID 1s of benefit to the organization. As an example we
ray point out that the original lead to SC's most important
. operation %was obtained from the CID. ~ .

‘9. The Functionagl Divisions of OLGUS

In concluding the roster of our contacts with American
agencles, a word should be said concerning the functional divi-
sions of OkKGUS. These divisions, now some 10 in number, are the
basic executive organs of lilitary Government. They are patterned
to correspond to the quadripartite - -structure of the Allied Control
Autrority, but the congruence is by no means gbsolute. The _.

5EQI%T
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divisions vary greatly in size and influence. By far the most
powerful grouping are the Rconomics and related divisions (Trans-
port, Finance, kanpower) which constitute the working arm of
General Clay in the material rebuilding of Germany. The bulk of
these divisions are moving to Frankfurt this spring, leaving only
policy-making and advisory echelons to sit with the Theater Com-
mander and the Deputy Military Governor.

Broadly speaking, we have eliminated direct contact with
the functional divisions. Two years ago, we passed both disseminat
and raw reports directly to Yconomics, to Transport, to Civil Ad-
ministration and to Armed Forces Division as tre suﬁject matter
required. In October 1946, when we concluded our agreement with
General Clay, we undertook henceforth to use ODI as our basic
channel to 0kGUS, thereby concentrating the use of our naterial,
eliminating our own distribution headaches, and tightening our
security. We have adhered to this agreement, and none of our
formal distribution goes to OLGUS except through ODI and FOLAD.

%e have, however, maintained a considerable volume of
direct contacts, partly on the basis of earlier connections.
Thus when a case requires direct action, either of a policy or
an executive nature we are not totally at a loss yhere to_turn.
The classic example of such direct action was thb
affair, in which we presented our inside information on the
Askania ¥Werke directly to the Industry Branch of the Economics
Disivion. Only in this way, and by the assidious personal pres-
sure of HKr. - .3 wWere we able to work up sufficient interest to
lead to a thorough investigation resulting in the seizure of the
plant and ultimate conviction of its directors. VFad we been con-
tent to let this matter ride through ODI channels, it is doubtful
whether any executive action would have been taken. This liaison ~
with Industry Branch is further extended for day to day operstional
support of FR operations. Dr. Nordstrom, the Kesearch Control
officer of OLGUS, has provided us in the past with necessary back-
ground information for long range technical and scientific opera-
tions, and we believe that this liaison will nrove invaluable in
this {mportant field in the future. Fis chief, Mr. (formerly
Colonel) F. L. Mayer. has been very helpful since initial contact
was made with him by sicage in the se. Ve has
passed on leads to us (one or them resulting in FR case
and has provided valuable policy and background information for
the prosecution of oour operational program. One .of the most
valuable contributions from Kr. Mayer's office has been the
intelligence passing through their hands as a by product of their

day to day operastions, which has often resulted in informatory
cables from us to ¥Wasbington.

Another instance of fruitful liaison is with the Finance
Division. This liaison on one hand provides us with inside informa-
tion on such important matters as the currency reform, and on the
other hand furnishes occasional cover for svecific jobs of case

LIRS B
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officers. Two separate contacts are malntained in this division,
both by dumsewmwmmw, in tre persons of SRRy 2] SN

The former, by virtue of his position, EEEEENGUGNNE) =
has assisted us in many ways in our

operations

oth have provided investigative leads and
details on personalities of interest to us, e.g., U evalua-.
tion ofb Contacts of this type are invaluable to pre-
serve our anonymity in operational situations requiring a secure
telephone number, a one time cut-out, a one time cover, etc.

Another reason for maintaining direct contact, here and
there, is the importance of being able to locate and place our
staff personnel and our agents under the cover of such agencies
as the Joint Export-Import igency, Bizonal Economic Council,
eventually perhaps ERP, etc. It is. only by personal acquaintance
with a select and trqs\{:ed group of the top echelons in the func-
tional divisions thiat we can hope to achieve our ends. We must
remain careful, however, not to allow such contacts to get us
involved in affairs which are of no concern to our long term
mission. We have repeatedly had to turn down requests or sugges-
tions for special investigations on behalf of the functional divi-
sions. It is only vhen, as in the«SSjNE affair, a clandestine-
intelligence lead ends up in a clear call for executive action

that we permit ourselves to deviate from the general rule -
hands off OKGUS.

J. _I_J_:Lais.on Tith A1) 1ed.Inte1],1g' ence Services
1. British Intelligence. ' ’
During 1947 our liaison with British Intelligence

followed a pattern of continuing friendliness and cooperation,
but with a steadily decreasing incidence of actual contact. /&

Approved for Release: 2022/11/14 C00144185,




2022/11/14 C00144185

[
2]
[+
2
[0}
x
—
=}
y—
o
[
>
=}
o=
Q.
Q
<

ST P
T
S AA

20

L

: 2022/11/14 C00144185,

Approved for Release




2022/11/14 C00144185
2022/11/14 C00144185

Approved for Release

[
2]
[+
2
[0}
x
—
=}
y—
o
[
>
=}
o=
Q.
Q
<




2022/11/14 C00144185
2022/11/14 C00144185,

Approved for Release

[
2]
[+
2
[0}
x
—
=}
y—
o
[
>
=}
o=
Q.
Q
<




r

hid
Pl

Approved for Release: 2022/11/14 C00144185

[Xp])
o]
—
<
<
—
o
(=]
(@
<
—
—
—
—
S~
N
N
o
N
@
2]
[+
D
[0}
14
—
=}
y—
o
[
>
=}
—
Q.
Q
<




Approved for Release: 2022/11/14 C00144185

» SE?ﬁG;f

L A - 67 -

PART TV

ADMINISTRATICN, BERLIN OPERATIONS BASE

A. General Remarks

During the past two years a very considerable part of my time
and energy has been devoted to supervising the administration of
the Berlin Operations Base. In part this absorption in adminis-
trative detail was beneficial, in that it brought me into direct
contact with a great many individual problems of vhich, otherwlse,
I would have been imperfectly aware. On the whole, however, the
fact that I did not have an executive officer during the bulk of
1946 and 1947 was unfortunate, since a fairly considerable part
of my personal concentration on administrative matters was done at
tg:iexpense of the supervision of ‘operations and the conduct of
liaison. .

The question as to whether Berlin Base required an executive
officer was discussed back and forth at intervals during the
entire two years. For two months (October and November 1946)

I was lent the services of \ NSNS - greatly
assisted me in straightening out a number of vital problems,-
notably the security of our building and the requisitioning of
houses for agents. However, after the two months! trial, the
Chief of Mission, ¥r. Lewis, reached the conclusion that the
problems- of Berlin Base were not sufficient to warrant. the
assigment of a full time executive officer. I concurred in
that decision at the time, though in retrospect I now see that
1t was unfortunate. I do not wish to complain in this matter, -
since it was my own desire not to tie up in executive work a

. competent officer who might otherwise be used for case work.

_ By the end of 1947, however, it became fully apparent to me
and to the staff of this Base that an executlve officer really
was needed. We were losing our one remaining army officer
(Capt. John Ives), and our administrative personnel (as I shall
point out in more detail below) was completely swamped by its
tasks. Accordingly, I requested the Chief of Station to author-

_ 4ze an executive officer. Since 1 January 1948 this position
has been filled one of the junior FR case officers, Ur.
The benefits of this new arrangement have

ecen apparent. At least half of the minor administrative matters
which were form laid hefore me, are now taken care of on a
routine basis. 4;i:orking with the administrative officer,
. has introduced a new standard of- efficiency,
ereby greatly contributing to the improvement of morale at the
Base. Moreover, he has been able to carry out his assigmment
on considerably less than a full time basis. It has been possible
for him to continue part time case work, gdining experience in

Ski’ngr s AT

Approved for Release: 2022/11/14 C00144185,




Approved for Release: 2022/11/14 C00144185

T o

both the executive and the‘operational aspects of intelligence.

In passing, I should like to make an observation based on
the experience of the past two years. In my opinion it ig

Intelligence background. Ve have had in Berlin since the end
of 1949 four army officers, all of whom have been conscientious
and hardworking, and reasonably efficient. But by the same
token, all four have constituted personality problems, some of
major proportions. The reason for this, as I see 1t, 1s that
their limited and conyentional experience in Army administration
.'was quite inadequate background f6r the entirely different prob-
lens of our type of operation. As a result, there was a marked
tendency to develop wgat might be described as "complexes® such
as a feeling of inferiority and hostility toward case officers,
Jitters in the face of crises, lack of self-confidence and even.
certain paranoiactrzits. - In each of the four cases of which I
speak, the officer frequently complained that he felt himself
“"out of his depth" or that he was a misfit in this type of organi-
zation. Despite constant encouragement and build-up on my part,
all of them remained personnel headaches. ‘

At present the situation is quite different. H
has been doing administrative work 4in support of Intellipence £
nearly three years (he was formerly with ODI, OMGUS).
has had considerable intelligence training ang experience, super-
imposed on a fairly extensive background in army administration.
Both feel completely at home and happy iIn the hectic atmosphere
of "flaps™ and crises which is normal to a direct operating
espionage unit. There 1s a complete understanding between case
officers and administration, and personal friction is reduced
to a minimum. '

I am not attempting to elevate our experience at this base
into a generalization, but I submit that it is well worth
into consideration in personnel planning. Although the ideal can
seldom be attained, it should be aporoximated: key adminigtrative
personnel who, if not by training, at least by temperament, are
-adapted to clandestine intelligence work.

In addition to our past difficulties with our administrative
officers, we have to a considerable extent been handicapped by
the inadequate staffing of the separate bdministrative functions.
Our basic administrative T/0 has been set &t the figure of 9
persons, clvilian and military. It ig only as of the present

writing that we have actually reached that strength. present
staff comprises the administrative officer %CAF-SL
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- the Registry clerk CAF-5), the motor sergeant
(Sgt. Harold Bartelt); the supply eant (S/Sgt. Tomlinson)

t
and his assistants (T<5 Davis and Sgt. Kilby), and the photo-

rapher (T-5 Smith). The administrative office has one secretary
b CAF~7). On 18 MarcM(cw-S) “
arrived in Berlin. BHe is assigned to services, bu s duties -~
have not "yet been fixed.

Even with our T-0 filled, we are.stil]l operating on an abso-
luteé minimum basis. Considering the size of our detachment com-
munity (average strength 40 American members, with about twenty
dependents, thirty-five German employeces, many with families)
and the magnitude of our operations (ranging from a maximum of
about 250 agents to a current figure of about 125), our adminis-
trative apparatus is strikingly modest. In part this is made
posgible by the fact that some of the overhead adwinistrative
functions are performed in Heidelberg (personnel records, supply
procurement, finance). However, the main basis for our economy
of personnel has been our success in obtaining dbuild guards
from the Army (thereby freeing at least four T-0 slots), and
running our motor pool with only one enlisted man who supervises
an average.of 12 German mechanics and helpers, and himself does
ggih of the actual repair work,and emergency and operational

ving. o

The same strictures apply to the quality of our enlisted per-
sonnel as were made In the case of our administrative officers.
During the past two years we have had in effect three complete
turnovers of enlisted men. Each group -has had different charac-

. teristics. The first contingent were left-overs from the war, -
who had been introduced to life in Berlin in the truly lush days.
They were on the whole a reasonably hard working lot, but it was
only after they were redeployed in the spring of 194é that we
TYealized the full extent to which many of them had become involved
in various forms of corruption. The second crop of GI's was

the sorriest: very young, run-of-the-mill draftees for the most
part without any military experience or training, who adopted

the attitude of "conquerors®™ and were guilty of most of the faults
of the preceding group, without the merit of at least having
helped win the war. This group disappeared, with no regret on
our part, in the spring of 1947. The third and current contingent
of GI's lnclude a number of re-enlistees, who consequently are at
least more mature than their predecessors and have-some idea why
they are here. ¥oreover, a certain element of selection entered
into their recruitment, and one or two are young men of real promis
Others must be classed as "weak sisters" whom we hope to get rid
of as soon as replacements are in sight. Ve have on occasion been
tempted to dispose of certain individuals, even without visible
replacement, but we usually fall back on the principle of expedi-
ency: a bedy is a body, after all. S ‘

/
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Our extensive, and predominantly painful experience with
unselected enlisted men has firmly convinced us that one care-
fully recruited and trained civillan clerk or administrative
assistant is worth at least two of what “the cat brought in".
If our T-0 of 9 could be filled with a group of sound CAF-5 to
7 civilians, stateside trained, coupled with our present pair
of responsible regular army sergeants for motor pool and supply
work, I believe our efficiency would be doubled. ; -

B. Administrative Relations with Berlin Command

The basic administrative support of the Berlin Base derives
from Berlin Command, which is the administrative headquarters of
OMGUS. During the past two years this support has been given
generously: we have never bieen frustrated or disappointed in
any vital respect. But.this present excellent situation was not
achieved without considerable effort. During the month of
Decemher 1945, the administrative relations of the Berlin Base
with O°GUS had reached the point of disaster. On the morning
of my arrival, 7 January 1946, I was confronted with the fact
that the Director of Administrative Services, Brig. Gen. James
Edmunds, had ordered the iiilitary Pélice to impound the entire
motor pool of.the Detachment. Gen. Edrunds was motivated, as
he frankly admitted, by the desire to appropriate our three
Bulcks which ¥r. Dulles had purchased in Switzerland. Within
two hours after my arrival, I secured the return of our motor
pool, and convinced Gen. Edmunds that the Buicks were the
inal4ienable property of S8SU. The crisis was over, but Gen.
Ed=unds was hardly one to forgive and forget- such a defeat.

In Yarch 1946 Gen. Edmunds called-to the attention of Gen.
Clay the fact that our SSU detachment was an agency deriving
material support from OMGUS, yet not strictly speaking under its
command. On the strength of -this representation, Gen. Clay
requested that our unit drop all its administrative connections
with OMGUS, and attach itself fully to Headquarters Berlin Dis-
trict. It will be recalled that, at that period, Berlin District
was a separate major command, and was not under OMGUS. In October.
when Berlin District was downgraded to a subordinate position unde:
OMQUS, as Berlin Command, our attachment remained unchanged.

The present situation 1s therefore that Berlin Operations
Base is attached for administrative support to Headquarters Berlin
Command, and is thus a part of the general OMGUS complex. This
arranﬁggent was ratified orally by Gen. Clay in October 1946, at
the .time of the change from SSU to CIG. General Clay's versonal
assurance of continuing support was subsequently implemented by
a number of written agreements with Berlin Command, which consti-
tute the fabrie of our logistic support. These agreements were

oL
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concluded on various levels, chiefly through the S-4 of Berlin
Command (at that time Col. W. Hensey), with the approval of the
commanding officer (Col. R. A. Willard). Our present solid posi-
tion 1is the product of : a) high.level Washington directives,
notably the Top Secret War Department Order "Supplles and Equip-
ment for CIGY of 24 October 1946 with supporting USFET and EUCOM..
orders developed by Heidelberg and Frankfurt, which naturally -~
command immedlate attention and respect from army administrators:
b) the expressed assurance of support and good will from General
Clay: c) the cooperative attitude of Col. Willard and his staff:
d) a multitude of working arrangements covering every aspect of
our administrative needs from the requisitioning of operational

1liquor to the exclusion of our telephone numbers from the OYGUS
Directory. I shall allude to thesepin more detaig under the

separate headings below. :

It will readily be agréed that this complex tissue of admin-
- 4strative arrangement constitutes an extremely valuable asset.-
It is understandable, I believe, that most of our thinking and
planning in regard to dispersal of the Base comes squarely up
against the reflection that our hard-won position should not be

put in Jeopardy.
C. The Administrative Office ~ Adjutant functions.

Until the creation of an executivé officer in January 1948,
the entire burden of administration rested on a single adminis-
trative off'icer, who, at least until.the recruitment ot?t
in October 1947, had always been obliged to carry his manifold
burdens without the benefit of an administrative assistant. As I
said above, the four Army officers who acted as administrative
officers during 1946 end 1947

e

®
varying 1 S O eir personal capacities, performed their
duties with zeal and loyalty to the organization. The fact that
they were insufficiently staffed produced varying degrees of
frustration and discontent, but never led to a complete breakdown
of the adnministrative system. )

hY

1. Travel.

The primary adjutant function of the administrative offi-
cer has been the handling of travel orders. This function is,
however, somewhat limited in scope by the higher jurisdiction of
the Heidelberg Adjutant. en I arrived in Berlin, the adminis-
trative officer, bwas, at least de facto, exercising
real adjutant functions, notably issuing travel orders for per-
sonnel of the Base over his own signature. It soon became appar-
ent that this practice was unauthorired, and we dropped it comple
At present, travel and leave orders for points within the Theater
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are procured by our administrative officer from the Orders Branch
of the’'Adjutant General, OMGUS. They are usually 1ssued under
Berlin Command heading. Duiy travel from Berlin 1is cleared
through Heldelberg, and if the travel is outside the Theater,

the orders are issued either from Heidelberg or Frankfurt under
EUCOM aunthority. Leave travel also requires Heidelberg approvaly
but the so-called Authorization to Travel can be issued here.
All travel out of Berlin requires a Russian translation of the
orders.

In addition to the travel of staff personnel, the admini-
strative officer obtains orders for our agents. Thils was formerly
- a fairly substantial volume of business. It was not so great,

however, as was claimed in the sensational Associated Press
article which stated that "a War Department detachment® had been

. running an underground railway which was evacuating several
hundred persons from Eastern Germany peIr yeare. It is true that
the total number of orders issued at our request during the past
two years has run into the hundreds, biut of course only a very
snall percentage represented actual evacuations. The great
majority were return trip orders, issued either for business
connected with the agent's mission or as personal favors, such
as facilitating convalescence from illness, setgling“hn estate,
or purely compassionate visits. _

Despite the advantages to our operations of issuing
American travel orders to our agents, we have in recent months
greatly cut down on the practice. In part this cut has been.the
result of our increasing concarn over the security risk involved
in all forms of agent travel. But it has also been forced upon
usy to .a certain extent, by the stiffening of OMGUS policy.
About six months ago a near erisis developed, when Marguerite
Higgins, correspondent of the New York Herald Tribune, got wind
of the clandestine evacuation by S-2 Berlin Command of a German
national, who had fled the Russian Zone, allegedly in fear of
his life. -The operation was of quite low level and actually had
ro intelligence significance, but Kiss Higgins thought she had
the makings of a sensational story, comparable to her minor
classic "I Interviewed Two Russian Sples®. The publicatlion of
the story was headed off, but Gen. Galley, Chief of Staff, oMGUs,
issued instructions that all requests for travel orders for
Germans must be personally screened and approved by himself. -
Gen. Gailey soon discovered that handling an average of thirty
‘such requests a day was quite unfeasible, anddelegated the
responsibility to the Personnel Officer. The practical ~ffects,
as far as we were concerned, were nil. General Walsh gave what-
amounted to a blanket approval in advance to any requests we migh
make for orders involving return to Berlin, only stipulating that
outright evacuation cases should be cleared with him. Even this
proviso. - has not been insisted upon, -and in practice we can
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obtaln orders for our agents without any difficulty. "&s I have
said, however, we voluntarily keep our requests for agent travel
to the wninimum. e are not unduly concerned about the security
of our requests within OMGUS. These are hand-processed to the
head of the AG Travel Branch (Major J. B. Mallon), and are

i ssued without passing through the hands of the German secre-
taries in his office. No copy of the request bearing the name . -
of our organization is kept by the AG: we recelve all copies of
the orders from the mimeograph machine. and in effect there 1is

no record of the affair in OMGUS.

Agent tfével out of Berlin, in whatever form, presenté seri-
ous security risks and technical difficulties. There are three
possible methods, alr, rail and highway.

- Within the category of air travel, three different types
exist. 1he first, and until recently the standard method of
moving agents by air, has been the use of the regular European
Air Transport Service planes. EATS carries both duty and paying-
passengers, and we can put agents and escorting officer on the
plane in either category. ZThe disadvantage of this system is
that it involves sitting in the lobby of Tempelhof Airport,
sometimes for many hours on consecutive days, waiting for the
takeoff. Such delays inevitably make both the German civillan
and his escort rather conspicuous, and constitute a serlous .
security hazard. In addition the nerves of the agent may suffer
conﬁiderhbly, especially if he has any reason to think he may

be blown.

The second method 1s to lay on a specilal plane, or at least
-get permission to put our agent on an unscheduled flight, of
which there are a considerable number from Tempelhof. Thils is
undoubtedly the most secure method, since it is possible to
drive directly to the runway and load the bodies without risk
of observation from the terminal. Such flights require the
clearance of General ¥Falsh, which means that the. operation must
be explained to him in some detail. He has been coopera tive
in making arrangements with the Commanding Officer of Temvelhof,

Col. W. H. Dorr. The actual technical details of handl have
been dewloped through such cases as _ to
the point of routine, .and the procedliire as such is secures here

- are certain drawbacks, however, 1n having to coordinate through
eneral Walsh's office. Thus, in the recent evacuation of?
ﬁ we concluded the necessary arrangements with General Valsh
and Col. Dorr, only to find that S-2 Berlin Command also had &
-body (a Russian defector) to be evacuated at the same time.
S8ince special flights are not a dime a’dozen, General Walsh
ordered Col. Pretty of S-2 to send his character and escort
on the same plane as s. This did not cause us any great dis-
tress, sincehe’tj;as not particularly hot from the security
viewpoint. Col. Pretily, however, was distirctly unhappy and vro-
tested in vain to General Walsh. The two operations went off

\Lﬁz
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simultaneously without incident, but it is obvlous that in a highly
sensitive operation such as it wonld have been impossible
for us to agree on the sharing of the plane with another agency.

The third form of air travel is by commercial plane. American
Overseas Airlines has recently introduced the practice of making.-
available to German civilians empty seats on its Frankfurt-Berlin
scheduled flights. The price is 110 RY; whichls obviously within
the reach of any German who wants to travel. Consequently there
1s ‘an enormous walting list, and a system of priorities has been
introduced. As I mentioned above, Gen. Gailey has placed our
agency in Priority I. The only otder agencies enfoying this
privilege in blanket form are §-2 Berlin Command, Public Safety
OMGCBS and the German. Police in the Américan Sector. In cases
where sufficient justification is present, the Joint Export
Import Agency (JEIA) is authorized Priority I, but not on a blanket
basis. We are not clear why CIC and CID do not enjoy this privi-
lege. The advantages of this form of travel are obvious, being
cheap and convenient. It can only be used,howevern for routine
cases involving interzonal passes rather than NG travel orders: it
must be avoided where security factors occur. We have, during
- the six weeks since the system was initiated, used it at least =
dozen times. .

Until fairly recently, the principal method of agent travel
has been by rail. . The American duty train has one coach,-intended
primarily for Americans who do not have sleeping car regervations,
but which may be used by German civilians traveling on MG orders.
Theoretically such orders are restricted to bona fide employees
of HMilitary Government, but, in practice, we can obtain them for
our agents merely by certifying that they are engaged on official
business.

The principal drawback to the American train lies in the pos-
sibility that it may be subject to Russian control. Actually,
during the past two years, there has been no instance of the
" Russians boarding the train and removing German passengers. How-
ever, during the past months a number of serious inclidents have
occurred with the British train. The Russians have demanded A
entry to the coaches carrying Germans, claiming, and rightly, that
many of these were without interronal travel passes. Interzonal
‘passes are issued to Germans, nominally on the basis of quadripar-
tite agreement, but actually unilaterally by any of the four occu-
PY powérs, who in turn delegate the authority to German Btrger-
meisters. It has consistently been the American position that no
interzonal pass is required by Germans using the duty train. 1In
the American view the train is de jure American territory, and may
not be boarded for executive action by the Russians, any more than
they may legally enter our sector to make an arrest. The British,
unfortunately, have not mairtained this position. They have
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conceded t:e Russian claim that the duty train does rot enjoy extr:
te-ritorial status; @nd they ~ov require Gerwman civilians to carry
interzcnal passes which are subiect to Russian check. This yield:
ing of the Britis# has naturally weakened ou~ own position, “ut
General Clay has continued to maintain a firm stand on the 1n-—riola-
bility of the American trair. In ovde» to enforce als policy, two
#P's vith submachine guns now travel on each of the coaches anrd
sleepin; cars of the train. Orders have been issued to resist
Russian entry with force. If the Russians actually refuse to let
the train pass their frontier rithout inspection, the train coman
i1s Iinstructed to return the traln to the point of departure -- Ber
o Frankfurt. This display of toughness so far has had its effect
and the trdn has not been molested. But theve may alvays be a fir
instance, and that thou-ht lies in-the backg+ound of Gereral Clay*
and General Galley's insistence on the strict control of German
civilian travel., -It was undoubtedly the fact that the British had
played fast and loose.with their train, movins literally hundreds
of agents and (from the Russlan viewpoint) other questionable
characters, which brought about the showdovrn the Americans are try
"Ing to avoid.

The third method of travel -- by ca~ -- involves a trip of abo
107 miles through the Russian Zone on the Autobahn befween Berlin
Helmstedt. This journey, per se, presents no speclal risks in a
~eliable car, but the vehicle and passengers are subject to Russia
control at the Helustedt end. This control has always been perfun
tory, being carried out by quasi-literate Russian soldiers, who
glance at the Russian translution of the American travel orders bu
make no effort to check the identity of the persons mentioned. It
is easy and relatively safe to tske Germans through the check voin
but it is advisable to have them wear American uniform. There 1s
of course, always the possibility of a sudden tightenin: of the
control, and in any case ve would hesitate to take through any per
for whom the Russlans might be looking, s.ch as-a Soviet defector
a prominent German politician. But for the average agent, whom we
no reason to believe to be blown, movement by car seems to be the

.simplest and safest means.

I have dealt at some length vith the problen of agent travel,
because 1t is a basic feature of our present operational procedure
If corditions should chanre marzedly, tharour-h a tightening of the .
situation in Berlin, me might be called on to evacuate comoromised
agents in considerable numbers aund at short notice. S8ince any suc
crisis would automatically produce a stiffening of Russian control
on the highway and probably the rail corridor, it is presumed that
the only feasible means of evacuation would be by air. “hether th
Russians vould eventually harass or obstruct even this avenue, wou
be a function of the gravity of the situation itself.
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2. Persorzael functions.

The personnel functions of our administrative office are
relatively minor. Tne basic personnel records are kept in
Heidelberg -- leave and pay data, 201 files, etc. Important
matters such as change of station and transfer ave taken up
through Heidelberg to Washington by pouch or cable according
to the degree of urgency. Civilian pay 1s disbursed by the .-
Special Funds Office at Heidelberg, which pouches the funds -
and vouchers for each pay period. Since we no longer have an
Army officer attached to this Base, it is neéessary for an
officer to come from Heidelberg to Berlin each month to pay ou-
enlisted ~en. There is always sufficient othe- business to Justi-
fy this trip by the Heidelberg adjutant or his representative and
the system anpears to be satisfactory.

D. Finance.

\

The financial responsibilities of the administrative office ,
though considerable, are rot sufficient to varrant the assigrment
of a special funds officer. The financial reports are prepared
jointly by the adminis trative and the executive officer, but are
signed by the latter for the Chief of Base.

. Broadly speaking our financial problens fall into two catesori

. those involving payments in Reichsmarks-and those which are met v

L11itavy Payment Certificates, the dollar scrip of the American
occupation personnel. We do indeed maintain a small account of
Anerican greenback dollars, and an inactive account In Russian
roubles. We have virtually no occasion to use other foreign -
currencies, though we have recently raised vith H idelberg the
question of maintaining a fund of Swiss francs for use as a basls
of hard cash payments to agents in the evert of currency ~eform.
A small armount of British currencys; the so-called BAFs, is require
for trips into the British Zone, but this has usually been accumul
unofficially by personal negotiation with our British opposite nur
who are always eager to obtain American scrip in order to make pw
chases in the PX and clothing store. - This exchange of currcncies
constitutes a small but significant item in operational rood will.

Our official e-penses, on instruction from Fashington, are
broken down into three categories, overhead, working and project
funds. The dollar outlay in sll three categories is relatively
small, averaging during the past two years less than %500 per mont
The largest single item under this category is the purchase of
operationral liquor. Occaslonal disbursements ave made for direct
purchases from the PX or the Army Exchange i{lervice auto sales sect
These are confined to. such minor items as are urgertly needed ‘or
agent operation or the repair of a vehicle which vould be deadlinec

?ﬁ%ﬂgg?
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~for a long period, if the part had to be pi‘ocurcd by requisition
through O~dnance or our own organization. Only ee of our non-
American aiff(s are paild in dollar instrumentec: -

Our expenditures in German currency range between 29,009 and
50,000 marks per month. At the official value of 10 cents per KHi,
this appears to be a fairly formidable sum. But, as is well known
to Fashington, the official value of the mark bears no re¢lation tc
its actual purchasing power. Especially in the case of an agent,
who frequently has to resort to.the black market in ‘order to survi
the real purchasing power of the mark in Berlin is of the order-of
1/2% to 2% of its nominal value. A pound of fat (margarine, lard,
or tallow) at ration prices (one pound 1s approximately two months
ration) costs 1.20 Rf. At the black market rate it costs 220,
and so.on down the line. The black rarket value of commodities fr
the American PX is generally. estimated on the flat basis of 30 F
to the dollar. Thus a Hershey bar is worth about 1 to 20 marks,
vhich is the equivalent 6f two days' wages for a domestic servant
or unskilled laborer.  These elementary statistics are mentionec
in order to throw into a more realistic perspective the accounting
picture of our Reichsmark outlay.

Hovering in the background of all our financial arranrgenents
with agents is.the prospect of Wihrungsreform, reform of the Germe
currency. Every German knows that economic recovery presupposes t
establishment of a resaonably sound monetary system. The-:only
question is when and how it will occur. The present trend toward
splittiny Germany into an easten and a western grouping makes the
actual realization of a monetary vefdérm for all four rvones seem
sonewhat problematical. : -

In any case Wihrungsreform, whether unitary or dual, v1ill cree
a radically new set of conditioms for our operations. e have atte
.to plan for any contingency. W¥e envisage the probability that ot
operations for some time to come would still be built primarily or
payment in commodities: food, cigarettes, and supplies. But we
will be able considerably to extend our control over arents by
makine u~ to them the losses which wmany will be bound to experilenc
especially in the case of those who have substantlal emounts of
currency ~vhich they will be unable to convert without running intc
difficulties with .the tax authorities. Ve also assume, as mentior
above, that a certain amount of hard currency, greenbacks or Swis:
francs, will be s useful negotiable asset for an afent during the
period between the currency reform and the relative stabllization
of his earning power.: )

The mechanics of our financial accounting system are relativel
simple. Payments are recorded on a simple voucher with receivots
attached, and consolidated at the end of each month into the

\lr;

Approved for Release: 2022/11/14 C00144185,




Approved for Release: 2022/11/14 C00144185

AT e

-¥98 -

appropriate category. Our reports are pouched to Heidelberg
for consolidation in the overall Station account. In general
our accounting seems to have been satisfactory to Heidelberg.
#inor mistakes are usually the product of uncertainty as to
the category in which a payment should be entered.

E. Billeting and Agent Installations.

Billeting 1s one of the most important responsibilities
of the Adninistrative Office. It falls into two aspects, a)
staff and b) agent billets. :

a) Staff billets. The billeting of the American personnel
of the Berl in Base Is primarily a personal affair which can be
handled directly with the 0MGUS billeting office. Although
there have been fluctuations in the real estate situation, in
general there have always been enough quarters available to enable
our staff to obtain accommodations appropriate to their rank or
rating. However, in a number of instances we have found it
advisable to classify the billets-of bachelor case officers as
operational installations. In such cases, the billeting office
gives special treatment to our requests, making available small
houses- or apartments which would otherwise be earmarked for
families. This preferential treatment, as indeed all services
rendered to us by the bilkting and real estate offices -in OMGUS,
gre the result of basic agreements conluded with the S-4 of
Berlin Command at various times during the past two years. These
agreements have been implemented by good liailson/the part of

our administrative officers, especia ‘We have
“ been at pains to assure Berlin Command that we will not abuse
the right to requisition property for operational purposes, and
that any request for change of quarters which is not rotivated
by bona fide security considerations will be submitted purely as
a personal matter for routine disposition.

b) Operational installations fall into two categories. The
bachelor case officer quarters are operational only in a limited
sense. They may be used for entertaining of German contacts,
primarily on a social basis. Occasionally, agents from out of
town may be bllleted for a short period in a case officer's
quarters. This is donhe with careful consideration of security
risks.

The second category of operational installations is the
regular agent billet or holding area. The history of our agent
housing in Berlin has been complex and at times rather palnful.
In the early days, with our overexpanded chain system, we main-
tained a number.af large establishments, notably a 12-room house
at 2 Promenadenstrasse and a 27-roont villa on the Kleiner Wannsee
« T ‘was originally taken under the regime

—_—
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Of%‘e Juricx { at a time when we had an ambitious
project of training and holding a group of agents for work in

the Polish Zone and Poland. When this project was avandoned,
we continued to use(uwx‘¢kx'as an agent area. . Because ={ its
immense size and its 1sol£fion, we yielded to the temptation to
house a considerable number of characters simultaneously. Despite.
the fact that the villa was admirably suited to internal compart-
mentalization, it was impossible with our inadequate American _
personnel to maintain strict_segregation. As a result,y the semi-
permanent guests inevitably came to know a lot about each other,
‘and even about the transients. When the security blors began to
fall in the winter of 1946-47, it became apparent that our estab-
1ishment was, if not actually blown, at least rendered unteafble
e of

from the security viewpoint. Te deciddd to give u in
the fall of 1947, and were luckily able to make a
necessity by turning it over to CIC who needed just such a place
as a special detention center. At about the same time we liqui- .
dated our other principal white, elephant, iRo. 2 Promenadenstrasse,:
which had been set up in the fall of 1949 before my arrival. We
were left with only one major agent house, 26 Rulmeweg,|/ which

like the other two had served its usefulness, but which we have
retained for temporary housing of blown agents.

Faced with an acute shortage of agent accommodations, we
turned to the S-4 and Billeting Office with an appeal for a new
type of property: small unpretentious houses or apartments, which
".could be kept up by a single German housékeeper, with or without
. the presence of a resident case officer or enlisted man. Berlin
- Command has been extremely cooperative in providing half a doren .

such-accommodations, stipulating only that we not compromise by .
an excess of clandestine activity, any billets which would be
sultable for American families.

Only one other category of operational real estate remains
to be mentioned, viz. permanent residences for agents in the
American sector. This type 1is the hardest to procure. It must
be realized that the real estate situation for Germans in Berlin,
though less critical than in the American Zone, is nevertheless
extremely tight (average 1.8 persons per room in the American
Sector of Berlin). Accordingly, the possibility of setting up
new living quarters for Germans through German channels on a
routine basis 1is practically nil. Even if the agent is completely
in order with his papers, he has virtually no hope of procuring
an apartment through the Wohnungsamt in any of the five American
Sector boroughs, unless he obtains a supporting order from American
¥ilitary Govermment. Such an order will only be issued on behalf
of an actual employee of MG, and, while we can readily procure it,
we automatically expose the connection of our agent. Horeover,
even if such an order is delivered to the Wohnungsamt, it is still
not sufficient to guarantee the Immediate availability of a suitable
dwelling. Accordingly, we have frequently been forced to resort to
the rather extreme measure of requisitioning under MG authority.
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This procedure is unsatisfactory. In the first place General
Clay, as early as the fall of 1946. ordered the cessation of

new requisitioning, and the turnin-s back to the German economy

of & substantial amount of property already requisitioned. By
great effort, jointly between ourselves, Heidelberg, and Frankfurt,
we were able to secure a high level authoriration for requisition--
ing German property for operational purposes. The extent of this
privilege was limited to ten separate dwellings. In actual fact,
we have exercised our right in only five cases. )

The upshot of our headaches with procurement of agent billets
has been the adoption.of a policy of. putting the agent on his own.
If hils present position is not such that he can take care of him-
self, it is. unlikely that he can ever become a useful agent with
adequate security. Inevitably, this consideration has limited the
scope- of our recruitment, and occasionally compelled us to forego
the services of an otherwise promisins candidate. 'But it has also
compelled us to be more redistic, and to assess an agent's pros-
pects against his capacity to survive without artificial support
in the existing German economy.

One result.of this trend in our policy has been to turn our
attention toward the outright purchase of real estate. Under
prevailing conditions, with the powerful leverage of the inflated
mark, 1t is possible to buy apartments, houses, and even business
establishments at prices which we can readily afford to pay. The
principal difficulty, of course, is settings up a cooperative and
reliable German to hold the title, in_such fashion that his pur-
chase will appear to have been legal, without attracting undue
attention from tax collectors, etc. To date, although we have
exariined a number of possibilities,’we have not succeeded in
actually mounting such a purchase. It will readily be seen that
any transaction of this type will have to be associated with a
degree of -long range planning which the fluid situation in Berlin
hardly encourages at the present moment.

Furniture also presents a headache to our administrative
office. 1In the case of staff billets, the Army has usually beer
able to provide at least a decent minimuz, which can be supple-
mented by a little enterprise on the part of the billet holder.
But in the case of agent premisés, furniture is extremely difficult
to organiré. Because of its immense black market value, furniture-
is also one of the last things an agent 1is willing to give up,
if he 4s forced to leave Berlin. HNearly all our evacuation agree-
ments are complicated by a housemoving proviso. Sometimes it 1is
sufficient to move the furniture from another sector of Berlin
hto our own. But even this is hard to accomplish, as we have found
out émpirically; German or allied police are likely to turn up
at embarrassing moments and -question the transaction. If the
agent 1s obliged to leave Berlin permanently, we frequently have
to agree to ship his furniture and personal belongings to the
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American Zone; which may involve a 1000 or even a 1500 mile trip
with a 2% ton truck. WNeedless to say there always seems to '

be a discrepancy between what the agent claims he had and what
actually arrives. 9Jur long-suffering friends in tne disposal

unit at Heldelberg can testify to the intensity of these household
voes. -

F. Transportatioﬁ

"Hdotor transport is unquestionably the aspect of Berlin Base
administration in which I have been forced to take the closest
personal interest. It has always been my conviction that the
efficiency of our intelligence production to a considerable extent
has been a direct function of the efficiency of our transportation.
I am glad to report a steady improvement in the latter which has
certainly been paralleled by improvement in the former. I believe
there 1s a real cause and effect relationship.

In January 1946, as I stated above, our motor pool narrowly
escaped complete liquidation at the hands of OMGUS. With the
exception of Mr. Dullests three Buicks i1t was a sorry prize for
General Edmunds. %e had a flee< of about 1N beaten up rartime
jeeps, half a dozen rattletrap Opels and Mercedes turned over to
us as captured enemy equipment, an exotic and unreliable Tatra
and some trucks.

During the first half of 1946, this dismal situation still
further deteriorated, and with it the morale of our dwindling ,
group of case officers. I first realized clearly in the Fall that
Ty primary administrative obligation was to reverse this trend
by building up our motor vool. By direct negotiation I succeeded
in obtaining from the Chief of Ordnance, Berlin District, twelve
salvaged sedans which the Army admitted it was unable to repair.
These were of very diverse quality ranging from an excellent Buick,
which only lacked a clutch throw out bearing, to moderately useful
Opels and Hercedes. -All twelve of these vehicles were towed to
our motor pool and the painful process of rehabilitation was begun.
Although in some cases the process took as much as six wonths,
with partsbeing scrounged or hand made in obscure German garages
or imported from Belgium or Switzerland, eventually all twelve
sedans were brought into running condition. Seven are still
serving us, for better or worse, today.

Although the acquisition of these 12 sedans marked the turn-
ing point in the history of our transportation, we still were
faced with an actue shortage of vehicles. Because of the diffi-
culty of repairs, and the bitter cold of the winter of 1%6-47,
as many-as 50% of our vehicles would be deadlined at a given moment.
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Sedans were no longer available from the Army. The only pros-

pect of immediate relief was to procure some Volkswagens. After
securing apsroval from Heidelberg and Washington, in October 1946

I placed a request with our British friends in 7 CCU for an allo-
cation of thirty "bumble bees®. Despite the cooperativeness of .-
our liaison contacts, the entire transaction became envd oped in

a mass of red tape. After several monthd delay, tnc matter was-
finally carried through Brigadier Howard and !fajor General Leth-
‘bridge of Intelligence Division, CCG to the Director of the Econ-
omics Subcommission, Sir Cecil Veir, who personally authorized the
allocation. From that point on, American red tape succeeded Britis
but Heidelberg and Frankfurt successfully surmounted all obstacles
created by USFET Ordnance, G-4,and Army Exchange Service. The
thirty vehicles were delivered. ina mass operation in early spring
1947, 10 being driven straight from.the factory to Berlin. The.
arrival of the 10 Volkswagens on top of the 12 Jrdnance sedans
marked the final.liberation of Berlin Base from the "struggle
bugey™ era. It now became possible to assign each case officer
and executive member of the staff a closed vehicle, and to main-
tain a4 minimum reserve for periodic checks, deadlining and dispatch

The third turning point in the history of our transportation
was the arrival in late summer of the first -of the new American
sedans, ordered by Washington. One by one these shiny vehicles
have filtered in, and as of the presert writing we have a total
of 12 new American vehicles. We have gradually been able to
shuffle off our worst pileces of junk, but we still find it neces-
sary to retain a few substandard vehicles in order to meet all
~ur operational, dispatch, visite~s, and reserve requirements.
¥e hope by this sumer that every active member of the staff
will have a permar:ntly assigned reliable American sedan.

In order to service and mair-tain our vehicles with maximum
efficiency we have found it necessary to keep a staff of German
mechanics and helpers, avéraging about 10 to 12. It is quite
impractical to carry out repairs through Ordnance facilitiles,
which are hopelegsly swamped; they themselves have encouraged us
to do third echelon work, which officially is prohibited for '
small motor pools in Berlin. Ordnance has been cooperative in
issuing such parts as-are available, making only the stipulation
. that we avold stockpiling. Army Ex¢hange Service maintalns
minimum facilities for servicing the thousand odd civilian vehi-
cles in Berlin, but they are so inadequately staffed and stocked
with parts that we can derive only slight support from them.
Basically, we remain as we have been during the past two years--
on our own. -Our motor sergeant and his principal mechanics have
developed a veritable network of German contzcts who provide
an ything...at a pricel Since the price 1s usually measured in
terms of cigarettes or Lebensmittel, we are able to keep the
wheels rolling for almost nothing. For example, a complete factory
quality paint job worth 100 in the States costs an average of
one Ten-in-One package or fifteen packs of cigarettes.

mvl £
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sialntenance of a fully developed motor pool presents certain
obvious drawbacks, chiefly from the security viewpolnt, and we
have frequently deliberated on the advisability of liquidating it.
But the prospect of throwing fifteen active case officers and a bus
administrative and executive staff completely "on the town®", has
always led us to cherish the status quo.

. The question -has occasl onally been raised from Washington
why we have 1laid such extraordinary emphasis and expended so’
much effort on transportation. No person who has been in Berlin
ever ralses this question. I can best put the situation in a
few simple comparisons. The City of Berlin is almost four times
the size of the District of Columbia. This area is inhabited to
the city limits. The American Sector is as big as the City of
Washington. It is possible to drive in a straight line in thickly
settled areas for a distance almost as great as from Washington

* to Baltimore. In effect, Berlin is probably areawise the largest
city in the world. Our business knows no sector limits.

The other side of the picture is the fact that for all prac-
tical purposes there is no alternative to motor transportation.
The common carrier system has been restored, but the service 1is
so poor that it cannot be used efficlently by American pe rsonnel,
entirely apart from security or prestige considerations. There
is a rudimentary bus service (six lines) between key American
installations, which does not,‘ however, conrect with the other
sectors. There 1s no commercial taxi service, and the handful
of dilapidated German taxis operated under MG sponsorship are
unobtainable because of the civilian demand. In short, without
a car the conduct of our type of bvusinegs is irpossible. We
are glad that this basic proposition has been recognized and
Vashington has undertaken to provide us with new and sound vehicle
sufficient to our needs. '

G. Registry.

An important administrative change coeval with the dissolu-
tion of Intelligence Branch in Heidelberg in June 1947 was the
dispersal of Registry personnel and responsibilities. For the
first time Berlin acquired a full fledged Registry of its own,

d the se es of a trained, conscientious registrar, Hr.
HPouches had been prepared in the Adjutantts office,
which was a dy overworked & doren ways: such tasks as logging,

indexing records, distribution of incoming vouches, internal
routing of cables and memoranda, maintenance of Top Secret Control
and maintenance of files had been scattered among several offices
and performed in the catch-as-catch-can manner necessitated by
personrel shortage. Now, however, has gathered all -
these and other functions into a smooth-runnine central Registry
"which has greatly improved the efficiency of this Base. One
indication of the sire of the job 1s that since he arrived the
incoming and outgoing correspondence has numbered four thousand
pieces and the cables more‘jﬁan two thousand.

SEGRET
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H. gggeynications

Communications is perhaps the only administrative field in

. which we have never had any headaches. The high standard of
efflciency and security which the Communications Branch of 0SS
developcd during the war has been maintained, so far as we can

judge, without impairment. Our present Chief Code Clerk, Xr.
w 1s a good example of this efficiency.
mad]
The cable traffic of the Berlin Base has varied considerably,
but it has generally fallen slightly above the normal capacity of
a single communications clerk. There have been peak loads when .
the code clerk was swamped, but we have fortunately had a few
trained substitutes among the regular office personnel to step
into. the breach. The heaviest volume of traffic was reached in
December 1947 with a total of 26,000 groups. - This is almost
double the amount vhich is considered normal for a single code
clerk. Traffic has declined slightly since that peak, but still
v averages at least 902 more than a single clerk should- handle.
" We hesitated, however, to ask for the outright assignment of a
second clerk until we were absolutely sure that it was necessary.
It was finally agreed in ¥arch 1942 to send a second clerk
n an experimental basis.

The most important innovation in our message center was the
installation in January 194S of a teleprint connection with the
OMGUS Signal Center, which provides direct relay of the encoded
messages to-and from our officei This put an end to the time con-
smming- system of picking up the messages by courier, and insured
that priority wmessages will be handled without delay.

Until the arrival ofHandm we had
had only girls as code clerks, a séries of six or seven rotated
to Berlin from Heldelberg. I wish to take this occasion to commenc
them all, for their efficiency, their patience under conditions
of strain and for their friendly and cheerful participation in
"~ the 1life of our little community. Orchids to Commot

I. Secret Section.

Berlin Base operates a Secret Section on a part time basis.
During 1946 we embarked on a rather ambitious program of document
reproduction. in support of our clandestine operations. We did
this becauseidhe time factor in most cases ruled.out processing
documents through to Washington, and Heidelberg had not at that
time reconstructéd the liquidated C%D Section of the wartime 0SS.

Unfortunately this document program ran into difficulties in
the winter of '1946-47. oOur princival German contact, the Zander
Printing Company, was compromised in the blowing of the Cakewalk-
Calesa-Calf chains. Horeover a number of security Jolts had

31,1
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convinced us that it was dangerous to equip our a;yents with

forged papers beyond absclute necessity. It was not that our
forgeries were incompetent. ‘he danger lay rather 1in the fact
that many other people were in the business, on a strictly
money-making, as opposed to an intelligence basis. Consequently
1t was quite normal for the Soviet or German police to aporehend .
- Germans with false Relsemarken, etc. Even though our agents T
dght not incur special risks in such routine vick ups, there was
always the danger that the investigation of a forged documents
case might lead to the discovery of espionage actirity.

Je were further deterred from continuing in the docurents
business by the visit of Col. Leers. Col. Leers was chiefly
concerned with the reorganization of the Secret Section in Hei-
elberg, to serve the purpose of an intermediate processing point
between the field bases and Washington. He did, however, devote
somé¢ attention to our own products. As a result of his critieal
scrutiny, we became dware of the fact that our efforts had fre-
quently been clumsy or amateurish. We realized that, with the
tightening of controls, we would only Jeopardize our own and
our-agents' security by continuing to equip them with papers
which would not stand rigid tests.

At present our activities in this fileld are greatly restricted.

t'e have 1indeed one useful resource in cases of emergency, viz.

CIC. Berlin CIC has the services-of a really expert forger
(formerly with the Abwehr 1.G.), whom they are willing to make
avallable for us on special occasions. Actually, we have taken
advantage of this offer only once. For obvious security reasons,
ve prefer not to entrust our commissions to an outside agency,
mmatter how cooperative. ‘ R L '

Our Secret Sectlon functions are at present carried out by
an FR Case ericer,h QU in addition to
document work, handles special equipment, secret inks, etc. It

must be confessed that we have not beeu fully satisfied with the
support he has received in these matters. e have been disappointe
over delays in filling our-requests; < S1iso recommend greater
liberality in supplying secret inks ama speclal devices to the
field. I realize that security considerations are paramount,

but some risks must be assumed if we are not to sacrifice profit-
able current operations.

The greatest positive contribution of the Secret Section in
Berlin has been the steady stream of documents, as well as docu-
ment and operatioral intelligence which been diligently and
ably collected and p:zssed on byﬁ Indeed, we have fully
realized that any future large stale reactivation of the Secret
Section for day to day operational problems will necessitate the
collection_of documents and document intelligence in the interven-
ing time. Hhas shown an outstanding aptitude in this
fleld, and it 1s largely due to his diligence and conscientious-

ness that this has not been handled perfunctorily,; as a secondary
duty. An outstanding contribation in this field has been the

Y A o
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excellent workine arrangement with the Reichsdruckerei, the
officlal German printine office. This workin ement, ori-
ginally sef up by o $ycs-Fie *hrough 1S NOw
handled by iT has resulted in our procuring a copy
of every document of identity printed by the Reichsdruckerei.

e have been able with their assistance to obtain any type of -
document paper which the Secret Section in Washington might need.
Thls has even resulted in the Reichsdruckerei offering their
very extensive dyeing facilities to duplicate paper samples.

A certain amount of special communications material is also
on hand. We have three different types af sound recorders, with
1‘krophones and wire. %e do not, however, have any competent
technician to install them, and therefore we have to call on
Heidelberg for support. It is possible that we.can arrange to
have a technician trained for us, in the person either of our
photographer or our communications clerk. - . .

. ¥e have at present a satisfactory Iistening and recording
arrangerent in the house of the SC Branch chief, which has been
used effectively on several occasions. FR Branch has a similar
installation in one of its agent houses. Ve can slso; if necesse
nount a recording machine in certain rooms of our office building
-On the whole, however,; as in Secret Section matters, we have beer
insufficiently supported by higher headquarters in the training
of both staff and enlisted persommel. Te hope that this defect
will be remedied. ¥e.also recognize that in part the Zault has
been our own: it is a hard decision to detach a valuable case
officer for the considerable period of time necessary to give hin
expert training. E

ey
o

J. Photographic Laboratory.

The photographic laboratory has been a vital part of the
Berlin Operations Base-technical setup. As a result of our clan-
destine operations, we receive a substantial volume of reports
which have to be microfilmed or photostated for transmission to
Heldelberg and Washington. This work frequently has to be carrie
out on a rush basis, especially where the documents have been
purloined at night and must be returned by morning.

Our laboratory equipment is installed in a sizable room in.
the attic of our building. The conversion of the attic to the
parposes of a dark room, constituted a major operation which could
‘only be carried out by resorting to the open German market for
lumber, insulation, black cloth and paper, etc. A large part
of the equipment was inherited from our predecessor organi~ations
some was procured from Washington, a small amount locally from
the Army, and individual items were purchased on the indigenous
market with inflated rmarks or cigarettes. ) 3

;
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Our photo laboratory was inspected by Col. Joseph Leers in
the summer of 1947. Col. Leers wmade many important recommendsticns
for the improvement of our service, both as Eo equipment and
operating methods. So far as possible, these recommendations have
been carried out. It still remains difficult to secure an adequate
supply of materials within the Theatery especially enlarging paper.
and we have not- found that requisitions from Washington arrive-
_very. promptly. : ' -

“

Our Chief problem, however, has béen personnel. During the
past two years we have had to rely entirely on enlisted men, for
the most part untrained in photographic technique at the time of
their recruitment. Training has been carried out by Comminications
Branch at -Heidelberg, and furthered, locally, as far as possible,
after the transfer to Berlin. Nevertheless, .none of our photograph
technicians to date has been really satisfactory. As of the presen
writing, we have for the first time urder recruitment a fully
trained Army photographer. Wwith his transfer, we shall finally
enter an era of technically satisfactory photo work. As it.has
been in the past, our enlisted photographers have had to be

closely supervised by a staff officer on any really important work.
Fortunately. takes a personal interest in photo-
graphy, and has willingly devoted a considerable part of hils spare

‘time to devéloping the laboratory, training the photographers and
supervising important assignments.

In addition to a microfilm camera, we have German photostatic
equipment and enlargers, a Speed Graphic with accessories, German
dryers and other speclal pleces of equibtment procured locally. -
There is need for a new 39 ian enlarger, preferably of American
manufacture. '

K. Security.

It is altogether appropriate to conclude this lengthy survey
of the Berlin Operations Base with a discussion of security.
Volumes could be written on this subject, which has been our most
constant and ever present concern. - e

Security falls into two broad categories, a) operational,
and b) administrative, viz. security of installations, correspon-
dencey and personnel. I have devoted considerable discussion to
the former in treating the operations of FR and SC Branches.’
The only point that needs to be stressed here is the fact that
the lack of -an assigned security officer during the bulk of 1946
and 1947 was a great drawback to the op rational Branches. This
lack coupled with the removal of security functions from SC Branch
was in large measure the cause for the material aspects of the
major chain blows. )
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Administrative security was also badly neglected. . Duri ng

the periog prior to the appointment of the present security
officer, efforts were made from time to
time to designate a partlcular case officer as being responsible

. for physical security, but.the press of other duties, usually .
resulted in his-neglecting the securit responsibility. Two .
exceptions have already been noted: %dﬂrmg his
brief period as Fxecutive Office in 1 prepared certain basic
studies on the compartmentalization of our building with a view
to segregating the German help. ho also served as
part time security officer for a fev months in the fall of 1946
concluded the basic agreement with S-4 Berlin Command by which

we obtained military and German Industrial Police guards for the
inside and outside of the building. “These were important achieve-

ments, but they were static, and did not meet the needs of a
dynamic security defense. ' ’

- It was in response to our lack of effective measures in both
operational and administrative security tha t{{EEENEER [vas assigne:
his present functions. In ocder to insure maximun e ectiveness
1t was decided to make him directly responsible to the Base Chief.
Actually he works closely with, but not under the Executive Office
the two constituting a team for coordination of securlty and
administrative matters of all types.

q s first achievement was clearing up & rather unsat-
isfactory situation in our indigenous personnel office. We had .

long suspected the head of this office of being heavily involved
in black market operations, and possibly connected with thefts of
a number of our vehicles. The latter suspicion has not been con-
firmed, and we now feel that we were simply victims of outside
operators, like hundreds of others in Berlin. The black market
involvements were, however, established beyond doubt through
#mvéstigation, and the offender was sumrarily dis-
missed with a strong threat of court action if he molested us in
any way. -

_ With the elimination of this sore spot , a major moral danger

- to ‘our enlisted personnel and an ultimate security threat was
removed. We were still painfully aware of the existence of a
certain amount of petty thievery, chiefly in the motor pool. It
is a regrettable but admitted fact in Berlin, that a certain
anount of pilfering will always exist, so long as the indigenous
personnel and their families live under the prevailing economic
conditions. Motor pools are particularly vulnerable: portable
items such as tools and cans of gasoline have a hieh value on the
black market, and short of riveting them down, there 1s no way to
keep them fron disappearing. However, our security officer has
made a determined and successful effort to reduce the ampunt of

SEA«:T
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loss throurh theft. Recognizing that only an Iinside German
detective could cope with the problem, we obtained from Pubdiic
Safety the loan of one of their most -trusted and experienced
Kriminalpolizei operatives. He was installed under cover of a
driver for FR Branch, and contacted the security officer oniy
after hours and outside the office premises. The report which
this detective submitted at the end of two months indicated the .-
following points. a) With the dismissal of our head of indigencus
employees, the principal source of corruption.was e€liminated...
Only one dishonest employee remains, who unfortunately has made
himself nearly indispensable by his mastery of the art of scroungii
parts for our cars. With great regret we have decided to get rid
of him, too. b) The mcrale and attitude of the German mechanics
and maintepance personnel on the whole are good. They, of course,
realize that they are working for a secret organization, and have
a pretty shrewd idea what it is all about. But they appear to .
have a real pride in their situation, and a considerable loyalty
which has been strengthened by a generous and friendly treatment
on our part (we have made small handouts about once every two
months, a pack of cigarettes, a pound of lard and some PX items
to each). Police file checks and background investigationg have
not brought to light any cases of security interest, so far.

The danger of. petty thievery in the motar pool is greater from
outside thar from within. This detective and (ironically) the
dishonest mechanic referred to above, have captured several
prowlers who escaped the vigilance of the German Industrial
Police guard patroling the enclosure.

‘In addition to this type of direct protective work, our detec-
tive has also conducted background investigations of other employet
including the servants in our operational installations, and, as
far as pvracticable, in our staff billets. The latter, of course,
are not direct employees of this Base, but are obtained from the
Berlin Command Labor Office on a routine basis. While there is
1ittle security danger from that source, we are including them
on our investigation program. :

The security of our American personnel is largely a matter
of maintaining a decent minimum of cover in the 04GUS community.
On the whole we have had few unfortunate experiences in this
respect. The existence and name of- our Detachment are not classi-
fied information as such. Our personal mail is addressed to War
Department Detachment, OMGUS APQ 742. Inevitably the identity
of the Detachment is known to a considerable number of German
employees in OMGUS and Berlin Command, such as clerks in the Post
Office and the commercial telegraph offices, in the various O:HGUS
clubs, etc. But the neutrality of the name and the normel behavio:
of our personnel are sufficient to allay latent curilosity. In
casual anclal contacts with American personnel, our staff gener-
ally employs a minimum of cover subterfuge. Since it would be
pointless’ to pretend to work with such agenciles as POLAD of any
of the functional divisions,; we usually simply say that we are
connected with the Office of the Director of Intelligence. If

SE%ET
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the questioner is connected with ODI he will already know who
we are; 1f not;the answer is sufficient to satisfy.

'g 4 v

Vie have had a very few moments of embarrassment from former
0SS personnel, some of whom have casually turned up and made
embarrsss remarks in public. There was one particularly bad
case in 1 of a disgruntled secretary, who had been dismissed
from 0SS on security grounds, and who took a vindictive delight

1n heckling some of our staff in the presence of outsiders.

The situation became so critical that we had taken steps to per-
suade the Theater Commander to have her removed. Fortunately
the problem was solved by her marrying and returning to the States.

By and large, our staff have preserved a high degree of anony-
nity. KNone of our billet telephones are listed and our names
do not appear on published lists. This anonymity does not prevent
the staff, end especially those with dependents, from enjoying
normal soclal lives-and blending inconspicuously with the large
American community. I have never believed it wise to discourage
normal social intercourse, not only with Americans but with
selected Germans. Too much seclusion is bad for morale, and
ultimately for security itself. . '

Our greatest security preoccupation has naturally been with
our office building. Here we started.with a great advantage in
the very layout of the building and.grounds. Our premises at 19
Foehrenweg were selected in July 1945 by ¥r. Allan Dulles, at a
time when the pick of the real estate was available. BHis choice

. could not have been better. The building is located on a one

4

. block long dead-end street, surrounded by a heavily wooded park

of about four acres with high and strong metal fences. There is
no house opposite our street entrance, nor indeed anywhere within
150 feet. In winter, when the shrubs are bare of leaves, our
motor pool 1is indeed visible from a main and heavily travelled
highway, a fact which we harehad occasion to regret, since it
attracted the unfavorable attention of General Clay and the
OMGUS Chief of Staff.  However, by systematically planting a
curtain of evergreen shrubs, we have achieved a fair degree of
privacy on that side,also.

The bullding itself is extremely solid of constriuction.
Originally designed as a sort of rest home for high ranking
German army officers, it 1s said to have served during the war
as a personal headquarters for Field Marshal Keitel. At any rate,
it was equipped with a special air raid shelter with gas decon-
tamination equlipment and a tunnel escape. There are massive steel
doors at each level, and the windows which are accessible from
the ground are furnished with heavy steel bars. The less access-
ible windows are also reinforced with strong solid steel shutters
which lock from the inside. A highly professional and determined
prowler could gain entry only under the most exceptional circum-
stances,. and even this possibility has been virtually eliminated
by an outside system of 1175 and a roving German guard.

y 4
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Even/the improbable event of gaining entry to the building,
the intruder would be confronted with the fact that all our
classified material 1s locked in heavy American combination lock .
f1ling cabinets. Moreover the American military guard at the '
front entrance makes an hourly patrol of the inside of the
building. As a finmal precaution we have adopted the practice
of having several of our enlisted personnel sleep inside the
building. Of late we have beech obliged to reduce the number,
partly because we have had to billet EY in some of our agent
houses, and partly because with the increase of our staff we
have had to take some of the billet rooms as office space.
At present it is our policy to billet three enlisted wen in
the building, and the number may presently be reduced to two.
It 15 belleved that this, with the presence of the military
and the Germar civilian guard, is sufficient to protect the

- building against all but-an onslaught in force. Even that

very remote contingencey has been considered, and we have had
our building put on the beat of the roving P patrol which cir-
culates through the OMGUS area hourly at night.

All our staff have been alerted to constant sensitivity in
regard to building security. As a result there have been. a
number of incidents in which staff personnel have personally
arrested suspicious loiterers outside the building. One rather
comic instance occurred in 1946 when the Chief of SC Brancqiggs
photographed by a German civilian on the street outside the-
bulldirg. Our officer noticed that-the civilian was accompanied
by an -American captain who was sitting near by in a jeep. He
moted the number of the jeep, and later ascertained that it
belonged to the head of the Signals Photo Unit at Berlin District.
The civilian was being. given a little training in candid photo-
graphy, and, of all places, the captain happened to select .our

. bullding! Needless to say the film was recovered and destroyed.

- . We have frequently had our building checked for possible
microphones or telephone taps. The only serious danger, im our
opinion, would come from an outside tap mounted at a central
telephone exchange. We have frequently asked Army Signals for
their opinion as to our vulnerability and have received uniformly
reassuring answers.. Although the telephone system has now been
restored to the German Reichspost, the administration is carried
out on a sector, rather than a city-wide basis. It is believed
that it would be difficalt, if not impossible, for any of the
other three allies to operate a successful monitoring service
Into the exchanges of the American sector without our becoming

awvare,
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Although we are thus relatively complacent about danger
through the local telephones, we naturally practice all the
normal forms of telephone security, avoid discussing confiden-
tial matters even within the strictly military exchange, and
resort to double talk, use of first names, etc. The most serious
danger comes from the long distance phone, which passes by land
line through the Russian Zone. Although the relay stations on
this line are manned by American soldiers, it must be assumed
that the line can be and probably is tapped. The principal
defense, apart from rigid security, 4{s the fact that some thousand
calls a day are made between Berlin and Frankfurt. It seems
logical to believe that our small volume of traffic (average of

. two calls a day) would be lost in such a volume. In any case,

we play -it safe and relay all sensitive business by cable.

To sum up, our attitude toward security is one of constant
watchfulness. We strive continually for greater protection
without allowing it to become an i{nhi:-1ting factor. With 2
detachment and operation of our size, there is danger of becoming
muscle bound by an excess of precaution. The {deal toward which
we aim has never been achieved to the full, but we have learned
to relax while remaining alert. '
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