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STATE DEPARTMENT FROBLEWS IN SSyU I UIDATION

I
THE PRCBLEM3

The interdspartmental committee survey of SSUAWas confined
to the immedlate question of the disposltion of the functiona
and facilitie s of 830, which is now In the War Department and
whose ultimate liquidatlcon has besn irravocably decided upon.
Nevertheless, certain long«~term policy guestions af_ scting the
3tate Department were rajised which the committes coculd not
decide but which must scocner or later be decided. Among thase
are !

{1) Should CIC assume the cperation of clandastine
inte.ligence activities?

{2} Should FBI be aasigned a yermanent worlde-wide
role in foreign intelligence procurement; and,
in case FBI continues or expands its foreign
coverage, wnat controls over the 78I personnel
and policies ahould be exsrcised by CIC?

{3} 3hould CI3 undertske research activities?

In view of the narrow issue bafore the Committae and the
urgency of the problems of operatlion before (IG, 1t seems
likely that the Committee will recoumend that the 3SU group
be kept Intact for opersational purposes -- at least until
long-term decisions are reached, However, the position of
tne State Department in this entire field is m key one, and
it 1s important that State Department namdmxxxma Iwxihkimxsnkirn
needs and views should be clearly eatablished at an early date,

A. Clandestine Operations

Clandestine c.erations may be defined as efforts dirscted
by persons in the employ of the Unlted States government to
obtaln secret information in a forelgn country against the
desires and in possible violation of the laws ol the government
of that counhtry, The cperators may be Americans or, more
commonly, local agents -- their iserican supervisors functioning
in such a manner 8as to insulate the Amerlcans from the natlves,
It is common to use "sleepera"™ -- that i3, forelgn or aAmerican
long-time residents of the country with their own full-f{ime
cccugsations, regorting whan necessary on 3speciiled subjecta
througn devious ways and confined as much as posasible to aresas
of investigatlon close to thelr ocwn ostensible busineas,
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In addition to the purely clandestine operation, there is
alsc the cperation of llaison with intelligence aenciss of
the local government and the intelligence acencies of other
governments operating locally with & view %o mutual coopera-
tlon against & common target. It 1s not necessary that thia
lialson cfficer be charged with any clandestine opergtions
2t all; and it may be desirsble to distingulsh also bstween
liaiscon for "counter™ or police purposes as, for example,
on the problems of communistic infiltration) and "positive™
intelligence (as, for exampls, on atomic senergy developments
in unfriendly countries). This matter is &lso ralsed in the
discussion below in this memcrandum on the FBI-X2 problem,
The fact that liaison offlicers ars maintained is genarelly
not publiclzed, although in scme areas it may bi ussful to
let the public know that a single United States representative --
net nacesaarlly a diplomat =- 1z available tec receive from
voluntesrs certajin kinds of forelgn security intelligencas,

Bae he FBI-XZ2 Problem

X2, set up orlglnally as a separate 0SS intelligence
unit, was limited in its functions to counter-intelligence
in alid of the militery operations against Germany, Itsly and
Japan. In military arees, the unit has performed by means
of attachment to the military counter-intelligence organiza=-
tions under the dirsction of theater commanders, In civil
aresa, solely in the Eastern hemisghers (X2 being sxcluded in
Tavor of FBI from the Western hemisphere by Presidential
directove)} where there were normal diplomatic missions, X2
parsonnel wers attached to the miasions a3 part of the staff,
With the millitary defea:t of the enemy, X2 has been cperating
solaly on an &d hoc arrangement basls with the State
Department and the military. Apart from 1ts military
operations (which are constantly diminisning), X2 is engaged
in the following:

{1) 3tudy of the local government’s intelli-~
gonce operation and ldentification of its
psrsonnel, ’

(2) 8tudy of the foreign intelligence organi-
zations operating in the local aresa,

ey —



INT 122/3

IRCLASSIFIED

-3

(3) Residual war intelligence problems --
such aa interrogation of ln%terned enemises,
reapatristion, ete,

{
{4) Vetting -- that 1s; checkl files for
ssourlity purposes -- of 83U personnel and
tracing names &rising in 33U operations.

{5} For the 3tales Depsrtment misasiona, handling
detailed work in comnection with visa end
parsport control and conductlng such apecilal
investigations as may be aasigned by the
Chief of Mission, Actually, this is a
amall part of the X2 totel funetion, but it
constitutes the chlefl operationel velue of
X2 to the S3tate Department. PFrom the point
of view of X2, 1t 1s this function which
provides the valuabls "cover™ for X273 other
operations and gives opportunity for legiti-
mate contacts with local police, agents,
informants, foreign intalligence organirzations,
astcs

The 3I3 aectlon of FBI, on the otner hand, has operated
primarily in Latin America with attachments to the local
American diplomatic missions as "legal attsches,™ Generally
spegking, whatever the earlier attempts at conceslment and
desception, the identity snd purpose of the legal attaches
are now universally known, although their saub~agents and
informants may or may not be known, depending presumsbly
on the nature of local government survelllance. While SIS
operations were originally deaigned for and geared to the
seourity of the Western hemisphere agalnst ixis Inflltration
and were primerily considered 1ln aid of the ln¥ternal security.
function of FBI in the United Statves, the type of work done
by SI5 haa been subatantlally analogous to that done by X=2.

It should bs added that while FBI has been limited to
the Western hemisphere and 03S to the Easstern hemiaphars,
sxiensicns have been sttempted on both szides. At the prasent
time, FBI maintaina 3IS agents, for purposes of lisison in
matters ~Iffecting the Western hemisphere, in London, Paris,
Madrid and Lisbon and for a time had a group attached to the
Army of oocupation in Germany gnd ltaly., MNoreover, it appears
that, by specisl invitation of General MscArthur, FBI sgents
are at work for MacArthur in Japan and the Philippines
(MacArthur hes excluded (0SS from his own theater of operation).
The situstion is thua confused,

The survey committes, in view of its limited jurisdietion,
could make no recommendation with respesct to FBI's role. It
is generally agreed that the division of jurisdiction betwsen
FBY and 053 on a hemiaphere basis 1a unsound in terms of fubure
opsration and cannct effectively endurs, iny finel decision
regarding disposition of scwe of the functions of X2 must
necessarily bes based on & decision with respest to PRI,
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It appears that:

{1} The overlapping made mutual ald, cooperation
and liaison essentisl for the stccessful
performance of both FBI's and X2's duties,
This does not seem to have taken place orn the
whole. X2 personnel In the course of the
present survey have complained of thes lack of
cooperetion from FBI on common problems =« not
limited to 5IS, however == and the difflculty
of liaison with FBI; they have emphasized the
divergence of purpose and attitude of FRI, T
alleging trhat FBI has a polics and Mecase! bias
whick 13 inconsistent with the conduct of
intellipence operations, MBI, on the other
hand, undoubtedly mgkes complaints against X2.

{2) Asslgmmerts of tasks to e'ther orpanization
and crlticlsm leveled at either of them seern,
to some extent, to be based on personsl or
reller conciderstionas rather than on actual
Jud-rents of crganizatlional efficlency.

{3) I's stterpt lhias been ~ade tc aublect SIS to any
exarinatisn or surver, Ttas efficiornsy has, on
the whole, besn nceapted on =he basis af th
aclmiowledged efficlencr of ZII &s & whole and S
because 2f the satislection af the chiefl [
customer of 5.5, namely, L:.e 3tnbte Deparimant
—isalons abriad.

{4) It must bs borne in nmind that there Is 2 dis-
tinction “etween the overt operstions involved
In checking visas and passports and the obw
taining of clandestine intellizence or af
otier forms of intellirence

C. The RZA Problem

The Cormittee nas found that lopping oIl R&A from_the -
rest of SSU has produced a difficult situation.A In the first
place, RiA uppears to be the chlefl customer for the szecret
intellizence ocperators, providing the guldance for further
investigatlon, briefing agents for fleid work, and sharing
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sccumilated files, resssrch studies and the like. In the
ascond place, the exlstence of an R&A group In the secret
orgenization tends %o provide cover to some extent for the
operation Lftself but eapeclally reduces the area I1n which
clandeatine operations have to be performed. The result at
the present time 1s, on the one hand, that the men working
in $SU tend to continue thelir contacta and even attempt %o
develop them in R&A, with consequent securlty dengers, while
on the other hand theres is a definite tendency to duplicate
R&A functicns In S3U.

R&A has not been surveyed, There are rscriminatlions,
however, between some SSU and some R&A personnsl, arlsing
allegedly from duplication of work, but alsc from charges of
insecurity of some R&A parsonnel, To this soms R&A persomnel
retort that the callbre of 838U employees is subject to question.
The point, however, ia not of decisive importencs. .

Morsover, if CIG undertakes to operate any fleld
intelligence organizatlon, the need for a research and
analysis group will become evident and insistent.

The sead of biltter jurisdictional dispute or of
indifferance that would end in a withering of the CIG or the
State Department ressarch groups would be sown by a fallure
to provide close limlson and collaboratlon.

II

FOSSIBLE SOLUTIONS
Thare are slternative possible answers to the questions
roalsed gbove. Each involves, however, at least one pollcy
decision by the State Department,

A. Clandestine Operatiions

The chief claimenta for clandestine informaticn are
generslly llkely toc be the military services, although in
various areas today the Siate Department ls 2 major eclsimant.

Ideally, It is clearly in the best Interests of the
Department that its personnel in the fielc should be as far .
removed as possible from clandestine operatlons conducted with-
out the Jmowledge and against the intereat of the local govern-
ment. If such operations are conducted at all, the Chisf of
¥isaion should be in a position to repudiste any persons dis-
coversd to be engaged In the operaetions.

We must assume that clandestine operations will ke, in
fact, conducted with over-all direction by CIG. The State
Department might consider, therefore, the following positlons
with respect to the conduct of such opsrations:

(1} The opsrating responsibility should be in the
millitary smervices, leaving, sco far as poasible, only general
dirsction and planning toc CIG. Arguments In favor of this
positlion would be:
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(o) Military discipline would provide
more effective sanction against
securlity viclations and negligence
than & civilian despartment could
Impose.

{b) A parallel would slaso be provided
in this way to thes 033 cperation,
which was conducted under the Joint
Chiafs of Steff.

{e} 4an advantage would be provided in
placing cperationsl control in the
hands of the chief customers.

Howaver, 1{ appears to be fact that the military services gre
unwilling for wvaricus internll reasons to undertake this type
of' operation.

(2) Emphasia\ahould be constantly placed on a fundamental
pollicy of sxhausting all overt scurces of information bsfore
resort 18 made to clendestline methods. 1Thia should be a CIG
reaponaibllity, but, within NIA and CIG, the State Department
ahguld be alert to the fullest poalibla Implementation of bhis
poliey. )
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B. The PBI-X2 Problem

There are several poaslble scolutions to this problem.

{1) The optimum peositlon.for the Departiment ia one in
which:

{2) Counter-intelligence sctivities
to protsct the clandestine
intelligence work can be carried
cn anfely,

(o)} Pollice snd travel controel activity
are nevertheless sxfely and securely
carried on wlth maximum efficiency
to the State Department and with the

least danger of impalirment by any .
involvemant in _ clandestine
operations. '

Therefora, Lt seema desirable f{o conzider a acheme by
whlch the overt operationa ere divorced sz comple tely aa
possible from the clandestine, leaving the so-called function
of countsr-intelligence to opersate soclely in the clandestine
field and the passport and viss dcntrol and police lisison to
opsrate 1n the law enforcement and travel rield,

{2) The 3I8 Section of FBI might be rsmoved from FBI and
1ts functions and personnel md thoase of X2 divided betwesn
the Stste Department, to bs combined with visa and travel control,
sand CIG, to be combined with intelligence., The withdrawal of
FBI from this fleld would provide an analogy to the British
handling of thls problem by sharply distingulshing between in-
ternsl security organization and foreign security organizstion.
The operating orgsnization under CIG would also cover the entipe
world., FBI would be called upon for certsin types of funda-
mentsl tralning and suxliliary services; but a spsclisllized
tralning organization for supplementary specifisd requirements
would be needsd,

This solution presents difficultiea in the probables un-
willingness of FBI to permit 1t, the necessity for malntasining
& training organizatlion {(which, to some extent -- althougk
this has not been investigated -~ exists in FBI), and the
pecesslty which would exist for setting up a close supervisory
organization in the State Dspartment,

(3} FBI's pclice and State Department services could
be extended to all forel missions, but al)]l <¢landestine
intelligence operations (whether of a posltlive or counter-
intelligencs nature)} would be excluded and placed under CIG as
part of the Department operation. Thia solutlon is cne toward
which the Committse members seem, for the most part, to lean,
This would mean that the FBI attaches would engage in com-
pletely overt activities (aince everything they did could be
traced to & legitimate State Department operation). It would
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provide means of contact with locel police officials in
adcurity matters, except to the extent that contacts were
maintained by other perscnnel with local intelligsnce
officiala. The control of the Chief of Mission over the
local miszaionas snd over the l=2 gel sttache would be g3 wall
established as it 1s In Latin Americs, and the legsl attache
would receive such additlonsl specisal assigrnments as the Chisf
of Mission might wish to give bim in the inveatigational
_Tleld. Should 1%t be determinsd that he should be the con-
tact for clandestine communlicatlions or for lisaison with local
intelligence aotivities, his functions in tha$ regard would
be strictly limited and non-opsratlional,

This types of operation would be similer %o that of
the Soviets, who apparsntly maintain a so-cal led 1llegal
network which cperstes apart Ifrom the missions and reports
to the NEVD and & so-called legal network which worka
apparently through the military attache or somecone alses in
the copen dlplomatic mission. It would have the advantage
of unifying the domestlic and internal security controls by
glving FBI world coverage and, therefore, closer integration
of travel in and out the Weatern hemisphere and, espesially,
+ the United Statas

Thizs solution would thus tend o reduce further the ares of —
clandeztine operations, which it 1s generally recognized
should be limited so far as posslible.

The question 1s ralsed, nevertheless, under the latter
altsrnative, of the extent to which the FBI operation should
be aubjeat to CIG control and the extent to which 1t should be
subject to further State Department contrel in administration,
conduct of investigation, tralning of personnel, stmdarda of
reqrultment, and the like. At the present time, FBI is not
represented except in an advisory capacity fn NIA or CIG.

S0 long as FBI operstes abrosad, acme relastion of coordinstion
by State and CIG would appear to be unavoldable, The control
of the Stats Department may be effected operationally in the
field througn the miasions as well es through consultation
with the Director of FBI in Washington.

(4) "Golng underground”™ may mean for X2 that ita per-
sonnel wlll become unusable in some areas. Conslidering thet
X2 and SI men were eapeclally trsined in the German problem,
the functlon of residusl Axis intelligsnce gathering
{espscially as exercised by X2 in Germany and Austrie) might,
with selected perscnnel, be brought under the State Department
to expand the FC and CE work 1ln pan-Germanism and the like,
This dispoaition ia also offered as &n alternative whather
it should be decided to abolish X2 --fleld or Washington
staff == or to reemploy lts staff as a going concern, In &any
event, this realdusl function of 0SS ahould Bs brouvght mors
closely under State Department directlion -- if necessary,
throu CIG =~ %o produce the essential materlial still needed
from Germany, Austria and the occupied countries by FC and CE.

I ASSIFED
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C. Resegarch and Analyasls

The solutions under thias hesding obviously fall into or
between the bullding of a new research organizetion in CIG or
8 transfer of R&A now in the Stsite Department to CIG. In either
cases, howsver, closer dove-talling between the reaearch groups
in the State Department and the CIG organizatlion would have to
be effeated. .

There are adventages and disedvantages under esch alterna-
tive. The return of RAA would leave the State Department
without & much-needed research organlzation and would incresse the
dspendenoy of the State Department on another agency of uncertain
charscter. At the same time, without a group of =cholars engsged
in long-term ressarch and commanding spsociallized knowledge in
Importent flelds, CIG could hardly be expscted to perform lts
functlons of evaluatlion, anaelysis and guidance,

It 1s belleved thet it would be valuable while maintaining
ressarch groups within the Stete Department to permit CIG to
recrult a smell group of specialized experts for raview of
materials and guidance of the Director with dependence on the
Stete Department for the long-term Jobs of research so far as
poaslble. GCIG, of course, wolld command other ressarch organi-
zatlons by one device or smother (inoluding universitles,
independent institutes, eto.). The valus in this soclution would
lie primarily in tha premlum placed on close liaison.

The State Department muat, however, sse to 1t that its
own ressarch facllities are enormously improved so as Lo be
useful to CIG; the officials conocerned with subjects for
reaearch should be in close contact wilith the CIG resesrch
apeclallists so that the subjects of mutusl investigation
might be agreed upon; an atiempt should be made so far as
poansible to avold the personnel acrimoniousness and the
unnesessary duplication of work which lead %o dilatrust and
controveray. Thlas means, of course, that from a security
standpoint and Ifrom the stendpoint of scholarship snd com~
petence, the most careful soreening should be mads of the
personnel of both sgencles socording to standards agreed
upon by the Director of CIG and the Depertment.

In this rempect, attention is called to the desirsbility --
almost the necessity -- of introducing into the State Department
such improvemenia aa the carding and filing systems which 38U
has tc some extenti used., The value of IBM machines and similar
mechanlcal devices for opening up the mine of State Department
tresaures sc that they may be currently svailable as intelligence
for State Department operations and for research can heardly be
oversstimated. The following considersations seem peramount:

{1} This would reduce and cilroumssribs the ares of
clandestine investigation. Informatlon once obtained by the
Department should not have to be sought agaln -- especially
i1f clendestine means wlll be nseded for the new search -- and
clandestine operations may be found unnecessary or carefully
limited in directive by the informetion found in the files.
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{2) The Department would be freed from the necessity
of relying on research by the persomnnel of other agencles
such as CIG, and ths strength of the Department as an
indapendent egenoy in this field would be built up.

{3) Mutual interchange among research groups ol the
Department and of the government would become feasible and

more profitable.

.

March 15, 1946
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