[ S T P

*1
ad
.
;
i
i
)
L}

i
DECLASSIFIED AND AFPAOVED FOR
RELEASE

BY THE CENTRAL INTELLIGENGE AGENCY
DATE: 2001

DONOVAN LETTER TO DIRECTOR OF THE BUDGET
WITH ACCOMPANYING "PRINCIPLES WHICE SHOULD
GOVERN THE ESTABLIGHMENT OF A CENTRALIZED
U.S. FOREIGN INTELLIGENCE SYSTEM.®

The unfortunate publicity given to the Donovan Plan
and to JIC 239/5 forced them into a long retirement. Also
during the first half of 1945 the tempo of the war in
Europe and the Far East was such as to occupy the full
energies of all intelligence agencies. Within 0SS consider-
able thought was being given to the theory and principles
of field organization for a peace-time secret intelligence
system, but the place which that would occupy in a national
inéblligence organization was left without much published
discussicn.

Imnediately following V-J Day, however, the matter of
liquidation of the war agencles came to the front and the
0SS was threatened with extinction. In this connection the
Bureau of the Budget played a leading role. Thils explains

- why General Donovan raised once more, and this time with

¥Mr. Smith, the question of a centralized intelligence service.
It is interestlng to note in the letter the clear indication
that Donovan personally expected to be out of the plcture
entirely by the end of the year. :

Donovan's presentation again brings forward his proro-
gal to put the centralized service directly under the control
of the President, with an advisory board made up of the
Secretaries of State, War, Navy and Treasury, or their repre-
sentatives. The inclusion of Treasury was probably due to the
importance which Treasury had assumed as a custcmer for intel-
ligence because of its great interest in Safe Haven matters

and other types of fiscal intelligence and counterintellizence.

It 1s not clear from the documents whether this renewal
of the Donovan idea was the stimulus which drove the JCS to
the completion and presentation of thelr counter-proposal,
embodied in JCS 1181/5. It is, however, interesting to note
that the date of this document as finally amended, 19 September
1945, was but one day in advance of the announcement of the -
dissolution of 0SS. The division of the 0SS corpse between
the State and War Departments was orderéed to be accoaplished
by 1 October. :
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Bureau of the Budget - TR
Executive Office of the President -« -
?}85‘31:1{;&03, 3. C. ) o

~ In enswer %o your oomminication of August 23, 1945 in. .

~reference to further recuciion o versoanel, we are workinz under

whet ig in effect a liguicdation budget. Within its provisions we
have tozen stens to terminate maany of our operational (es distinet
frox intellizence) activities and to reduce the reznining perts to
& size cousistent with pressat obligotions in the Zer Zast, in.the
occupation of Jernmany end fustrie, end in the mainteaance of mis-
sions in the .iddle Jast und oa the Asistic and Duropean continmeal

.. As our liquicdation ovroceeda it will becone increasingly
difficult to exercise our fusctions so thet we have found it aeces
sary to set up a liquideting comrmitiee with procedures and coatrol
$o provide for the graduel elinination of our services in step wit
the orderly reduction of porsoarncl. S . o

It is our estiuate, however, with the strictest econory
of manpowsr &ad of fuads $he effectiveness of 353 eg a ¥er Azency
will ead as of Jaauary 1, or at the latest Sebruery 1, 1945, ot
which tine liquidation should be coadpleted. At thet moiat T wish
to return to privete life. Therefore, in coasiderine the disnosi-
tion to be mude of the assets created hy 033, I speak a3 & private
cifizea concerned with the future of his country.

In our Joveranent $olay there is no percanent ercexacy $o
te'te over the-fuactions wiich 335 will heve then ecased to nerifor:

Theso functions vhile carried on as incident to the war are in

reality essential in the effective discharse by this netion ol its
reapoasibilities in the organizetion and meianteasace of the peece.
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Sipce leat llove ~bcr, I have pointed out the immediante

‘nocassity of setting up such an openoy $o take over the velueblo .

eassets crested by 035. Amony these essets was the establishnment
for the first time in our nation's history of e foreisn secret
intelligonce sorvice which reported inforzetion as san through

' Anorican eyes. .As an integral and insoparable port of this servie

there is a group of specialists to anelyze and eveluate the materi

: for presentation to those Who de..ermnn na‘ionul polioy.--‘i_ -

It is not caa, ﬁo set an a modern 11uelli onee sys.e
It is more dlfflCdlt to do go 1n olﬁc of peace thes in tlne ol wer

- A4

It is 1ﬂnoruant tnarefo*e that it be donn bofore tho Year

-upenc; has disappeared so thet profit nay be nmsde of its experienc

and ™ oy ho~v" in doc:dm~ how the aew a~ency ..‘.y best be conaucte:

"1 hnve alrua’" subnit tcd a ﬂlan for the esteblish ot of
a ceatralized syaten. Jowever, the discusaion of that proposel
indicated the nced of an agreement upon cortain fundazentsl prine
ciples before a detailed plen is formulated. I those concerned
could agrco upon the prineiples within which such & systen should
be eatabl1s&ed. accontance of a comon nlan would be nore essily
acthVLd.

Accordinuly; I attéch a'statenoqt of principles, the
sounéness of vhich I believe has boen estab11shed by study end by

pract1cel experience.

S Sineerely,

William J. Donovan
Diraector
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-,.-:'Pnnczlples - 1. oundn 88 Of ?a ch It Is clie ,r@_ i
" Been i . -:Lmd
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3 Covern ‘l‘hn Astabhshaent Of & ggp_grallzﬂ Un;tgg btatra
Forq;gg Intolli @gcﬂ bﬁtgm ] '.‘.‘

. B T ‘1‘h.. i’ormxlata.on of ‘.at:.or.nl pol:.c; both in J.ts

pohtlcal and mli»ar:, aspacts is 1nfluenc°d and
de‘!.er‘.a.n"o. by knor lel';e (or 1@orance) of the airs,
capabllltles, mtention.s and pohc).e.a of othsr nntlo:zs.

Iﬂ.l magor _powers except the Umted States heve had

for a lon‘, tim past narment worldw de intelligence

| sernces, reportin; dlrectly to the lngh.est echelons

of their uoverlments. P.n.or to tha pze..ent wer, th.,
United Statés hed no fore 'gn secrot mtelll':\.;ence ser-
vice. It never hc.d iz.d end does not now lhave a
coordlnutvd mtellxnm_cn 875 .,te,."

Tae dofects and dengers of this situetion have
becu genéz‘ully reco;ni_zed. fidhercace to the following

would reomady this defect in peace as well as wer so
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hat mnn"man polmy could be basod upon informtion

.’ ,ob’cainel throqu 1ts VR £OUrCes on .Lo'nzgn 1ntent1ons, |
cambll:.uxes n.nd dOVelop*r'nts as seen and interpxeted

by z.u.r:.cans. 5 o - g o

1. J.h&t e&cn De‘nrtuent of Governzeut should have
its orm m!:elhg;mxce burcau for the collection and
p.rocéss.ing of 5uc31 inforzational intericl as it finds
necéusm{f in the nétusl perforience of ité functions
end duties. .sixc,h a buresu should be under the sole
édﬁtrol of the Dépﬁﬁmﬁt head &n& should not be en-
orouclmd upon or iumred by tio fnnct:.on.. gramed eny
other uove:'mﬂutal mtnlllmnce G3eLCYe Bccau.,e sacret
inte__lllz_;ence covers ull ficlds ond becouse of possitle
emﬁaf:ﬁaﬁsxmnt l, no’ e}:ecut iva demrtuqnt siiculd be por-

nitted Lo engaze in soc“eu m’celll;snco but in & propar

'.casq call upon the contral agency for sorvice.

t

2. Thut in addxtion to the intelli rance unit for

~ atich .)np.xrtnnnt thern should be estabhshe:l a ratiousl




centralzz.ad fm elgn in* ellzgcmce 8. 'ency wluch should hmre

the nuthority. - _ | S
| " F To aerve all depar‘.:nents of th. Governnent.

w'

' "B. 1.0 m'ocure tml obtam wlitical, economic,

| "ps.{cholouwal, socxolo;;ical mlxtary end other

' iui’ormt:.on ahxc‘x uﬂj baar upon the m tional
B intorest afid whioh hos bren collected by the

duferent bovernucntal Departmonts or 8 sencies.

" Gy To collect uhc_m necessary aupplenental
~ informetion eithe# at ils om instence or. at

the rcq.uest oi‘,un;t( Covernuental Departunnt

by open or secret oeaus {roz other and various

© sources.
D. To intcgrate; umlyze, process and dis~
sannate, to authorized Governoontal ezencies

end officizls, intellizence in the fora of

stmtonic interpretivo studies.

3. That such on aseucy shouwld be prohibited fron

carrying on clandestine activitics within the United

2%,
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States and should be forbidden thia exercise of any
police functions cither ut hom or ubroud,
4. 'l‘aa.. sines t‘ne acbure of ils work requiras -

it to have status. it skould ba indepe ont of any
Departront of thc Govo-* =ont (cince it is obliz-ed

to sorve o1l and must be freo of tho matweal Lias

of an oparubing opurtuent). It should be under @

[T TR P

Director, appointed by the Pros 1_9.:117, and be adnd
istered.ﬁndm‘ Presideuticl direction, or in thaevert
of y Generel .aam'm' bein: 'appoiiz‘oed should be estab-
lished in the 'l\ecu %ive Uffice o7 the President, under
his direction. | |
5. That subjcct to the app lovul of tha Prosident

or the {}ené:al fé.'muger,.tlaa policy of ouch « service
should be determined by the Director with the aévice
and assistauce. of a Boexd o wlich the Secretaries of
State, var, I:avy anl Tressury shiould be roprezseutcd.

- 6. That this ugency, us Bhe cols agency for
necret intellience, should be autiorized, iu the

forai:n field only, to corry on services such as




espioamc, counter—esplom're and those special opam-

\ tmna (mcluain,, uoruln and p.ycnolo~1oal) dosigned

3 o S to aut;lupate an.l counter a.ny attenpted pnnetration
g m.cli subversion of our mtlonal securluy b,,' euony
- s u&tmn. : | : |

{ ¥‘ Te That such e scrviw saould huve an independenu

bud fet ,grz.nted dxrectlf by tho Congre.:s.
/ ' | 8. hat i showld be authorized to havo its owm
}'{ systen of codes Bnd saould be furnished facilitles by
m | /e/ } | De?lnrt aonta of Governrent proper and necessary for the
// : ] peq:fo&w.nce of its dutleo. . | »_
.. ”’! 4./ o '; 9e That sucl. o servios should mclude in its ;
. ’!!.» "r “f opﬂcia.lists (within uovernn antal Depur’nents,
Lo .

chul and miliy ary, end in privete lifo) professionally
I
t:u:umd in analj., s of ui‘or.mtzon and posso::aing a

o et

hi h domeee of ling xiatm. rozional or iunctional
conpetence, to aualyze, coordinate end evaluate incoux-
ing informction, to :mke spacicl intellicence reports,
A and to provide guidunce for the collecting brouck:s

of the agency. S ‘ . L fﬁw :

of
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' 10. 'l'hnt in timo of war or unlimited national '

.emrmncy, all pro"*-t:.m of .,uch gsoncy in areas of
L actual ond pro;ected uilitary p\r&tmng siml. be

, R coordinated with mlitar;j plans, and shall be subjoct
| to ths appwoval of the Joint Chiefs of Stuft, or if

tlxra,.e bo o cox:,.olldatlon of the aried sarvices, un&e.r

the supre o conxmnder. Perts of such mromaus v-:m.ch :
are to be oxecviod in the theater of uilitery opara- .

tions chall Le subjoot to comtrol of the militery

s

~ comguander.




