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Abstract

The core contentions and departures of this study are that: (1) a three way
delineation distinguished the basic types of operation that the CIA performed,
between defensive, offensive, and preventive covert action; (2) the agency and its
forerunner organisations anticipated government policy and initiated small-scale
political clandestine operations during 1946 and 1947, ahead of being given
official sanction for such activities; (3) the CIA's operations directorate played a
more significant role as an instrument of wider strategic objectives, most notably
during the Eisenhower years, than has hitherto been suggested; and (4) domestic
politics had a strong impact on the development and deployment of CIA covert
action, especially during the McCarthy era. Only by taking these factors into
account can the early evolution of the CIA's operations directorate be fully
understood.
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INTRODUCTION

On 4 May 1948 the American State Department's Policy Planning Staff (PPS) declared
"it would seem that the time is now fully ripe for the creation of a political warfare
operations directorate within the Government."! The United States had in fact engaged
in limited though resolute action of the kind suggested for several months prior to this
point in support of the economic measures introduced by the Truman administration to
help rebuild a war-torn Western Europe. The PPS recommendation was, nevertheless,
a clarion call for Washington to mount a full-scale clandestine crusade that was to
continue for a further forty years and was targeted primarily, though not exclusively,
on the communist world in general and on the interests of the Soviet Union in
particular. The principal organ through which the United States conducted this secret
war was the Central Intelligence Agency (CIA). It 1s the aim of this study to examine
how this organisation's covert action mission was deployed as an instrument of
American foreign and defence policy from the formative period of the Cold War
through to the Vietham War.

BACKGROUND

"Covert action" is an American term that came into use after World War Il and was
defined by the Senate Select Committee on Intelligence Activities as "any clandestine
operation or activity designed to influence foreign governments, organisations,
persons, or events in support of American foreign policy."? This provides only a very

lPolicy Planning Staff Memorandum, 4 May 1948, Foreign Relations of the Uniied States, 1945-
1950: Emergence of the Intelligence Establishment: 671, (Washington D.C., 1996) — hereafter cited as
FRUS.

2Roy Godson, Dirty Tricks or Trump Cards: U.S. Covert Action and Counterintelligence (Washington
and London, 1993), pp.2-3; Foreign and Military Intelligence - Book I Final Report of the Select
Committee to Study Governmental Operations with Respect to Intelligence Activities. United States
Senate together with Additional, Supplemental, and Separate Views. Senate Report, 94th Congress, 2
session, Report No. 94-755, April 26 (legislative day April 14), 1976 (Washington D.C., 1976), p. 141

- (hereafter cited as Church Report).



CIA's operations directorate, the mission of which is more accurately described as
having encompassed four basic, often interconnecting categories: (1) propaganda and
psychological warfare; (2) political operations such as supporting democratic parties
and labour unions in friendly countries; (3) economic operations; and (4) paramilitary
action, which includes counterinsurgency and assassination programmes.>

The demand for the agency to perform such functions first manifested itself in late
1947, when the Special Procedures Group (SPG) was assembled hurriedly within the
CIA to counter the political challenge posed by the Italian communist-socialist Popular
Front in the run-up to that country's elections in April 1948. Though the SPG's
campaign proved successful, responsibility for American covert action was
subsequently placed under the control of an entirely new and anomalous
instrumentality — the Office of Policy Coordination (OPC).# Established on 1
September 1948 and attached to the CIA only for the distribution of "quarters and
rations,” the OPC functioned as an autonomous entity. It drew on the personnel and
support of the wider Washington bureaucracy in the execution of its mission, and its
director, Frank G. Wisner, was a State Department appointee.’

Escalating superpower tensions and the Korean War provided the impetus for an
enormous growth in the OPC's budget and resources over the next three years.¢
Continual conflict between Wisner's organisation and the CIA's intelligence gathering
component, the Office of Special Operations (OSO), however, led the OPC to be fully
integrated into the agency and merged with the OSO. This process was completed in
August 1952 with the creation of the Deputy Directorate for Plans (DDP), which
remained responsible for espionage, counterintelligence, and covert action throughout
the Eisenhower and Kennedy presidencies.”

3Loch K, Johnson, America’s Secret Power: The CIA in a Democratic Society (New York, 1989),
p.22-27,

tOffice of Special Operations Directive No.18/5 (Interim), FFRUS: Intelligence Establishment, 1943-
10: 653: 724-725.

'Michael J. Warner (ed.). CIA Cold War Records: The CIA Under Harry Truman (Washington D.C |
.994), pp.235-243,

‘Ludwell Lee Montague (with an introduction by Bruce D. Berkowitz and Allan E. Goodman), General
Valter Bedell Smith as Director of Central Intelligence, October 1950- February 1953 (University
‘ark, Pennsvlvania, 1992), p.208; Church Report, Bk.|, p.51.

ibid, pp.107-108.
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(DDP), which remained responsible for espionage, counterintelligence, and covert
action throughout the Eisenhower and Kennedy presidencies.”

The rationale and justification for OPC/DDP covert action was clearly defined. The
Soviet Union was seen as an expansionist power with designs on global domination,
and Washington assumed the right to intervene with whatever measures were
necessary to contain the threat and protect American strategic, political, or economic
interests whenever they were deemed to be in jeopardy. The Cold War was, moreover,
as much about perceptions as reality. In this context, it was imperative for the United
States to not only secure and retain the upper hand against the Soviet Union, but also
to be seen to do so. In many instances covert action provided the most appropriate
means for the achievement of this goal.

Clandestine operations were, moreover, justified by Washington on the grounds that
the Soviet Union had developed, refined, and continued to deploy the most effective
political and covert warfare capacity in history.# It was therefore incumbent on the
United States to fight fire with fire. This atmosphere was conducive to the expansion
of covert action, which was essentially a political instrument of containment: a "third"
or "silent" option that went beyond traditional diplomacy but fell short of precipitating
war and the nuclear conflagration such an outcome implied.? The DDP's mission thus
evolved into a multifaceted, widely dispersed one, which reached an all-time high in
terms of the volume of operations undertaken during the mid 1960s, when the agency
was called upon to mount a major clandestine action campaign in support of the
overall effort in Vietnam.

DEPARTURES

The emergence of the CIA as a key instrument of government led Sherman Kent, the
head of the agency's Board of National Estimates, to maintain in 1955 that, though
intelligence had evolved into "an exciting and highly skilled profession” and more
importantly a discipline, it lacked a literature. While this remained the case, he added,

7ibid, pp.107-108.
B 8ppS Memo, 4 May 1948, FRUS: Intelligence Establishment, 1945-50: 669.

9Johnson, America’s Secret Power, p.17.



the method, vocabulary, body of doctrine, and fundamental theory that governed and
informed the CIA's increasingly diverse mission ran the risk of never reaching full
maturity.'® Kent's concerns were addressed originally to the intelligence professionals
who were privy to the pages of the CIA's internal joumnal, Studies in Intelligence. Over
the past twenty-five years and especially the last decade, however, a great deal of
information that was once the preserve of the intelligence community has entered the
public domain, and has enabled those outside of that exclusive world to attempt to
respond to Kent's call.

While in the sphere of intelligence collection and evaluation his challenge has largely
been met, the "nigorous definition of terms" that he deemed to be essential if the
significance of the CIA's accomplishments and its failures were to be properly
measured, has been less than comprehensive in the field of clandestine operations.'!
The received wisdom in this respect is best exemplified by Roy Godson. In
characterising CIA covert action as a "double-edged sword" aimed at meeting the two
goals of "containing the spread of Communism in the non-Communist world" and of
"weakening Communist regimes on their own terrain," Godson identifies a two-way
division of the OPC/DDP's mission between defensive and offensive operations.
Similar approaches are, moreover, taken by other theorists, though it should be stressed
that none spell out the distinction directly as being between 'offensive’ and 'defensive'
ventures. 12

Instructive as these treatinents are, they fall short of meeting Kent's criteria. [n serving
Washington's policy objectives, the CIA engaged in not two but three basic types of
clandestine operation, each of which called on the agency to utilise the full roster of
resources and techniques at its disposal. The first of these was defensive covert action,
which was aimed at countering communist efforts to attack or undermine governments
and societies that were allied to the United States. The bolstering of anticommunist

10Sherman Kent quoted in H. Bradford Westerficld (ed.), Inside the CIA's Private World: Declassified
Articles from the Agency's Internal Journal, 1952-1992 (Washington D.C., 1995), xiii.
Hipid.
]2Godson, Dirty Tricks or Trump Cards, pp.36-37; B. Hugh Tovar, "Strengths and Weaknesses in
Past Covert Action," in Roy Godson, (ed.), Elements in Intelligence (Washington D.C., 1981), pp.71-
89; Michael McClintock, Instruments of Statecrafi: US Guerrilla Warfare, Counterinsurgency. and
Counter-Terrorism, 1940-1990 (New York, 1992), pp.3-298; Johnson, America’s Secret Power,

~ pp.101-102, pp.251-260.
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political parties in Western Europe from the late 1940s onwards is an example of this
type of action, as is the paramilitary and psychological warfare campaign through
which the agency helped to defeat the communist insurgency in the Philippines
between 1950 and 1953.

The converse and second mode of operation was offensive covert action. This was
focused on destabilising, and in the more extreme cases removing, communist regimes
that lay within, or in the case of Cuba were allied to, the Sino-Soviet bloc. That such
measures first came into force between 1948 and 1953, calls into question the claim
made by Truman after he had left office, that in first establishing the CIA he did not
envisage it as engaging in operations such as that which was mounted against Castro at
the Bay of Pigs.!? Indeed, NSC 68, the top secret fundamental reappraisal of American
foreign and defence policy issued by the Truman administration in April 1950, called
specifically for the covert subversion of communist regimes.'* This directive came
into force on the eve of the Korean War. Thus, the clandestine offensives mounted in
Eastern Europe, Korea, and China as a result were, given that the Truman
administration believed that it faced a Soviet-controlled communist monolith, in effect
sanctioned under wartime conditions. OPC offensive paramilitary operations had,
nevertheless, been authorised by Washington prior to this point: against the Ukraine,
the Baltic States, Poland, and Albania during 1948 and 1949.'5 Offensive covert
action was, however, deployed most extensively by the Kennedy administration
against Fidel Castro's Cuba and later as a complement to the wider war effort in
Vietnam.

The third category of operation is best described as preventive covert action. Aimed at
impeding and where possible neutralising the potential for Moscow to extend its
control to developing countries that were aligned with neither superpower, enterprises
of this kind came to prominence as a consequence of three basic factors. Prime among

13Merle Miller, Plain Speaking: Conversations with Harry S. Truman: An Oral Biography of Harry
S. Truman (London, 1974), pp.391-392.

14NSC 68, United States Objectives and Programs for National Security, 14 April 1950, I'RUS 1950,
Vol.1: 235-292.

l5[—Iarry Rositzke, "America's Secret Operations: A Perspective," Foreign Affairs 53 (1974-1975): 334-
351, at 335-336; John Prados, Presidents’ Secret Wars: CIA and Pentagon Covert Operations from
World War 1l Through the Persian Gulf (first published Chicago, 1986, revised and updated edition,
;1996), pp.30-61; Hersh, The Old Boys, pp.171-282.

12



these was the geographical expansion of the Cold War from the Far East to the third
world, which resulted from Stalin's death in March 1953 and the succession of a new
Russian leadership that sought to advance Soviet influence in the developing world
after the termination of hostilities in Korea.

If the need for the United States to respond to this challenge brought preventive covert
action to the fore, then so too did Eisenhower's accession to the presidency. Though
Truman had been prepared to authorise offensive measures against existing communist
regimes, he wavered when it came to sanctioning action against democratically-elected
governments. He did, it is true, approve Operation FORTUNE, a project aimed at
unseating Jacobo Arbenz Guzman's regime in Guatemala during 1952, but caved in
quickly to pressure from his Secretary of State Dean Acheson and cancelled the
enterprise before it got past its planning stages.'® Eisenhower was, by contrast, less
cautious in his calculation of risk and less concerned about ethical implications when
considering and authorising covert operations than his predecessor had been, as
Operation TPAJAX, which brought about the removal of the Iranian Prime Minister,
Muhammad Musaddiq from power in August 1953, illustrates.!” There was, as well,
the point that Eisenhower's long and unique military career caused him to be well-
disposed towards the frequent deployment of the DDP.18

What none of the literature dealing with the agency stresses, however, is the extent to
which wider strategic imperatives were key to Eisenhower's management of
clandestine operations. John Lewis Gaddis has pointed out that Eisenhower's foreign
and defence policy, the New Look, hinged on the United States making asymmetrical
responses. This, in brief, meant that Washington would respond to aggression
emanating from what continued to be portrayed as a Soviet-controlled monolith, by
applying western strengths against communist weaknesses, to the extent of changing

I6Nicholas Cullather, Operation PBSUCCESS: The United States and Guatemala, 1952-1954, CIA
in-house history declassified 1997 and available for consultation at Modern Military Branch of the
National Archives, Washington D.C. (hereafter cited as NA), pp.17-20.

17Kermit Roosevelt, Countercoup: The Struggle for the Control of Iran (New York, 1979); Mark
Gasiorowski, "The 1953 Coup D'Etat in Iran," International Journal of Middle East Studies, 19(1987):
261-286.

18Stcphen E. Ambrose, lke's Spies: Eisenhower and thé Espionage Establishment (New Y;)rk, 1981).
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the nature and shifting the location of the confrontation.!® Thus, rather than countering
an attack by the Red Army on Turkey with conventional military means on Turkish
soil, for example, the United States would, at least in theory, respond by launching a
nuclear attack on the Baku o1l fields: the reasoning being that while the Soviet Union
enjoyed an advantage over the United States in terms of land-based conventional
military strength, America's airpower and nuclear capabilities were vastly superior to
their Russian counterparts.

When looked at in the context of the asymmetry that was central to the New Look,
Eisenhower's deployment of covert action takes on an entirely new complexion. The
Iran coup, for example, was launched at a time when the Soviets were preoccupied
with suppressing riots which began in the Russian sector of Berlin and spread across
East Germany, and while a power struggle ensued in the Kremlin following Stalin's
death. Likewise, Operation PBSUCCESS, through which the CIA brought about the
removal of a Guatemalan government that was led by Arbenz and depicted by
' Eisenhower as Marxist, took place at the same time as the 1954 Geneva Conference on
Indochina. Looked at from an asymmetrical perspective, then, PBSUCCESS was a
counterattack, which drew attention away from the fact that the West had suffered a
major 1deological setback with the defeat of the French at Dien Bien Phu, the partition
of Indochina, and the creation of a communist regime in North Viemam.

The third major catalyst to influence the rise to prominence of preventive clandestine
operations, and indeed covert action generally, between 1953 and 1961 related to
organisational changes inside of the CIA itself. In essence, Eisenhower had a more
efficiently-organised agency at his disposal than had Truman, for it was not until 1953
that the CIA "achieved the basic structure and scale which it retained for the next
twenty years."?0 The appointment of Allen W. Dulles as Director of Central
Intelligence (DCI) during the same year, moreover, brought the CIA under the
leadership of a man who was a more vociferous advocate of clandestine operations
than were any of his four predecessors.

The first civilian DCI, Dulles sought to utilise covert action in a manner that would
bring fast, relatively cheap, and desirable outcomes to pressing foreign policy issues

1930hn Lewis Gaddis, Strategies of Containment: A Critical Appraisal of American National Security
[Policy (New York, 1982), pp.147-153.
20Church Report, Bk.1, p.109.
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and so establish a strong reputation for the CIA within the Washington bureaucracy.
In pursuit of this approach, Dulles refocused the DDP's efforts away from offensive
operations against the Soviet bloc, which had proved largely fruitless, and towards
preventive ventures in the third world, where he and his colleagues believed that
successes could be more easily achieved. As the brother of Eisenhower's Secretary of
State, John Foster Dulles, moreover, the DCI had unprecedented access to a president
who, as has been mentioned, was already convinced of the efficacy of covert action as
a consequence of his military experience. Taken together, these factors enabled Allen
Dulles to short-circuit authorisation procedures, which in turn helped to create an
internal dynamic inside of the DDP for the development of clandestine action
programmes.?!

The proliferation of covert operations that resulted secured fast, dramatic 'victories' for
the agency, for example, in Iran in 1953 and Guatemala in 1954, which proved
instrumental in establishing the Eisenhower years as "the golden age” of operations.
The downside was that such 'successes,’ provided only temporary solutions to complex
problems that had a habit of rebounding on the United States over the longer term, as
was the case with the rise of Ayatollah Ruholla Khomeini twenty-five years after the
ouster of Musaddiq. Enterprises such as TPAJAX and PBSUCCESS also served to
forewarn future targets of the agency of the potential for similar action to be attempted
in their countries.?? Thus, when the DDP deployed the Guatemala model in Indonesia
during 1958, and again in Cuba at the Bay of Pigs in 1961, the results were entirely
negative.

The failure of the Bay of Pigs operation — code-named JMARC - was a defiming
moment in the CIA's history and debate over whether this debacle was the fault of the
agency or its political masters still continues.?*> The key point, however, is that neither

2lwWayne G. Jackson, Allen Welsh Dulles as Director of Central Intelligence, 26 February 1953- 29
November 1961, Volume 3, declassified 1994 and available at the Modern Military Branch, NA.
22Quote from Rhodn Jeffreys-Jones, The CIA and American Democracy (New Haven and London,
1989), p.82.

23This enterprise became known publicly by its Pentagon code-name of Operation ZAPATA, but as is
pointed out in Evan Thomas, The Very Best Men: Four Who Dared: The Early Years of the CIA (New
York, London, Torornto, Sydney, Tokyo, and Singapore, 1995), p.241, and Cullather, Operartion
PBSUCCESS p .84, its agency cryptograph was J MARC. It is suggested in the introduction to a volume
of still more recently declassified documents on the Bay of l;igs that the CIA code-named the operation

15



the White House nor the CIA learned from the mistakes of the Bay of Pigs.
Consequently, Kennedy continued to deploy covert action in the hope of removing the
Castro regime from power, when the only feasible options open to the American
president were to either accept the existence of a communist state 90 miles from the
American mainland, or mount a full-scale military invasion of Cuba to eradicate the
threat. More than any other target of the CIA's attentions, then, it was Cuba that best
defined the limits of what could and, more pertinently, what could not be achieved
with covert operations.

If the three way distinction that separated the basic types of CIA covert action has not
been fully explored in existing studies, neither has the tendency for the agency to
anticipate government policy and initiate operations ahead of being given official
sanction for such moves. This is not to say that the CIA acted routinely as a rogue
elephant, but there are several examples of its having second-guessed Washington's
medium to longer-term intentions and requirements and acted accordingly.?4

Trevor Barnes, for instance, uncovered evidence that the Central Intelligence Group
(CIG) - the predecessor to the CIA - conducted small-scale political operations in
Western Europe before the passing of the National Security Act in July 1947, which
included a clause that signalled official approval had been given for covert action to be
brought within the agency's mission.2 Timothy J. Naftali's study of American
intelligence efforts in Italy from the final stages of World War II through to the
beginning of the Cold War lends further credibility to this picture.26 The synthesis of
these and other relevant works, combined with the scrutiny of new evidence which has

JMATE, while the Pentagon labelled it BUMPY ROAD, see Peter Kornbluh (ed.), Bay of Pigs

Declassified: The Secret CIA Report on the Invasion of Cuba (New York, 1998), p.11. For the

purposes of this study, however, the enterprise will be referred to as JIMARC.

29For an analysis of the rogue elephant charges see Jeffreys-Jones, CIA and American Democracy,

p.208, p.214-215.

25Trevor Barnes, "The Secret Cold War: The CIA and American Foreign Policy in Europe 1946-

1956," (part 1), Historical Journal 24 (1981): 399-415, at 405.

26Timothy J. Naftali, "ARTIFICE: James Jesus Angleton and X-2 Operations in Italy," in George C.
~Chalou (ed.), The Secrets War: The Office of Strategic Services in World War Il (Washington D.C.,

1992), pp.218-245. '
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come to light through the declassification of CIA and State Department records
supports a key tenet of this study:?” the proposition that American intelligence
operatives in Western Europe were alert to the scale of the challenge posed by
communism before their political masters and worked continuously to counter the
threat between 1945 and 1947. Such moves enhanced the agency's capacity to engage
in larger-scale defensive covert action when Washington gave official approval for its
deployment ahead of the Italian elections of April 1948.

A similar anticipatory tendency held true in respect of offensive operations. The SPG
drew up plans to penetrate the eastern bloc utilising psychological warfare techniques
and radio propaganda before Washington created the OPC and gave official blessing
for the United States to go onto the offensive against the Iron Curtain.?® The agency
was also ahead of the game in the case of preventive clandestine action, which came to
prominence between 1953 and 1961, but which was first deployed to remove King
Farouk of Egypt in July 1952:2° before the shift in focus of the Cold War to the third
world and the accession of Eisenhower to the presidency.

The impact of domestic politics on the development of the CIA's operations
directorate 1s yet another area that has hitherto lacked comprehensive examination but
which, again, is crucial to understanding the considerations that informed successive
administrations in their deployment of the OPC/DDP. Senator Joseph McCarthy's
anticommunist crusade of the early 1950s, for example, was a key catalyst in leading
Washington to sanction the enormous expansion of the OPC's operational parameters
that took place during the Korean War.

27Bames, "The Secret Cold War," 399-415; Naftali, "ARTIFICE," pp.218-245; Ian Sayer and Douglas
Botting, America’s Secret Army: the Untold Story of the Counterintelligence Corps (New York and
Toronto, 1989);, FRUS: Intelligence Establishment, 1945-50, Warner, CIA Cold War Records.
28Memo from DCI Hillenkoetter to Chief of Naval Operations, Denfield, 18 June 1948, FRUS:
Intelligence Community 1945-50: 715; Memo from Commander Robert Jay Williams to Chief of SPG
(Cassady), 23 July 1948, ibid. 718.

29Miles Copeland, The Game Player: Confessions of the CIA's Original Political Operative (London,
1989), pp.158-171; Christopher Simpson, Blowback: America's Recruitment of Nazis and Its Effects
on the Cold War (New York, 1988), pp.250-252; Burton Hersh, The Old Boys: The American Elite
and the Origins of the CIA (New York, 1992), pp.331-332.
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In brief, McCarthy's efforts precluded Truman from seeking a negotiated settlement
with Benjing to end the hostilities in Korea. For the president to have pursued such a
course would have invited charges of treachery and caused further damage to a
Democratic party that was already on the defensive as a result of McCarthy's
campaign. The Korean conflict consequently became something of a stalemate by mid
1951, with the protagonists confronting each other on or around the thirty-eighth
parallel. Under such conditions, CIA clandestine action offered a possible means of
breaking the deadlock to the advantage of the United States without the adoption of a
policy of full-scale rollback, which Truman regarded as carrying unacceptable risks
since it greatly increased the prospect of a third world war. Thus came the increase of
resources and latitude afforded to the OPC from mid 1951 onwards.3¢

The McCarthyite witch-hunt also influenced Eisenhower's utilisation of the CIA. The
Guatemala coup was, for instance, timed to coincide with a campaign that the
president mounted, using what Fred [. Greenstein describes as "hidden hand" tactics, to
expose the serious defects in the Wisconsin senator's character.’’  Operation
PBSUCCESS demonstrated to political insiders, the press, and the informed public that
while McCarthy was busy making bogus and groundless claims against the United
States Army, Eisenhower was focused on the real job of combating communism. This
in turn assisted the president in his drive to seriously undermine the senator and
thereby unite the Republican Party in advance of the 1954 congressional elections.

Kennedy too was alert to domestic considerations when authorising covert action. The
strident anti-Castro rhetoric that became a feature of Kennedy's 1960 election
campaign was a major factor in influencing him to approve the Bay of Pigs operation.
The president was in fact never entirely convinced of the feasibility of this venture,
though it should be stressed that he was not aware of how fundamentally flawed it
actually was. To have cancelled the enterprise, however, would have attracted
Republican charges of back-pedalling and hypocrisy after Kennedy's hawkish

30Church Report, Bk.1, p.23; Montague, Smith-DCI, p.208; Richard Crockatt, The Fifty Years War:
iThe United States and the Soviet Union in World Politics (London and New York, 1993), pp.94-95.
‘3 IFred 1. Greenstein, The Hidden Hand Presidency: Eisenhower as Leader (New York, 1982), for
‘political strategies see pp.57-99, application of strategies to combat McCarthy, pp.155-227. Fora
shorter appraisal of the 'hidden hand' strategy see Fred 1. Greenstein, "Dwight D. Eisenhower:
‘Leadership Theorist in the White House," in Fred [. Greenstein (ed.), Leadership in the Modern
Presidency (Cambridge, Mass, and London, 1988), pp.92-93.
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campaign pronouncements, and this consideration went a considerable way towards
influencing him to authorise JIMARC.

To recap, then, the core contentions and departures of this study are that: (1) a three
way delineation distinguished the basic types of operation that the CIA performed
from 1947 to 1963; (2) the agency at times set projects in motion ahead official
authorisation being granted for such activities, but on balance this tendency proved to
be more positive than negative for the advancement of American interests; (3) the CIA
played a more significant role as an instrument of wider strategic objectives, most
notably during the Eisenhower years, than has hitherto been suggested; and (4)
domestic politics had a strong impact on the development and deployment of the
OPC/DDP, especially during the McCarthy era. Only by taking these factors into
account can the early evolution of the CIA's operations directorate be fully understood.

FORMAT

With regard to format, this study has taken a chronological approach. The Truman
administration is looked at through the window of the Italian campaign of 1947 and
1948, which was the CIA's first official covert operation, and Operation BGFIEND,
which was authorised in 1949, directed against Enver Hoxha's communist regime in
Albania, and was the first major offensive clandestine action venture that the agency
undertook. The Eisenhower administration is assessed through three case studies, each
| of which stand as seminal examples of Washington's use of preventive covert action
| during this period: the removal of Musaddiq in 1953, the first democratically-elected
leader to be overthrown through CIA action; the ouster of President Arbenz of
Guatemala in 1954, the high-water-mark of CIA covert action and the model for the
|DDP's subsequent large-scale projects; and the failed effort to depose Indonesian
‘premier Achmed Sukamo in 1958, the implicit warnings of which signalled the
kpotentia] for failure in Cuba three years later. The Kennedy administration is viewed
through the anti-Castro campaigns mounted between 1961 and 1963, notably
Operations JIMARC and MONGOOSE, as well as parallel enterprises such as the plan
to assassinate the Dominican Republic's right-wing dictator Rafael Trujillo, and the
defensive campaign launched to thwart a leftist insurgency in Venezuela from 1962 to

1964.
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Other operations are examined briefly as need demands. The assassination of the
Congo's Patrice Lumumba is, for example, focused on in order to demonstrate the
difficulties of mounting covert operations during presidential interregnums. The
defensive and offensive projects conducted by the agency in Korea and in Indochina
during the early years of the Vietnam War are, on the other hand, looked at in the
context of how clandestine action was designed to mesh with wider war aims.

HISTORIOGRAPHY

Disillusionment with the conduct of the Vietnam War was the primary catalyst for
several former CIA officers to abandon their oath of silence in the 1970s and publish
accounts of the agency's clandestine operations.3? Along with earlier works, notably
The Invisible Government, published in 1964, and the controversial Ramparts
disclosures of 1966 and 1967, these apostatical works made meaningful though limited
public scrutiny of the CIA's activities possible for the first time.3* [t was, however, the
congressional investigations of the agency conducted during the mid 1970s — the
Church and Pike Reports — that opened the sluice gates, and over the past twenty years
a flood of books and articles have turned the study of the CIA and the American
intelligence community as a whole into a cottage industry.34

The agency itself has, over the past decade, assisted in this process and displayed a
greater openness in regard to what it is prepared to declassify from its archives.
Nevertheless, much remains to be uncovered and CIA reticence to go beyond what it
regards as safe to reveal stems from a reasoning that was articulated in 1994 by
Richard Helms, who served in the upper echelons of CIA from the time of its inception

32Prime among these works were Philip Agee, Inside the Company: CIA Diary (Harmondsworth,
1975); and Victor Marchetti and John D. Marks, The CIA and the Cult of Intelligence (New York,
1975).

33David Wise and Thomas B. Ross, The Invisible Government (London, 1964); for details of the
Ramparts articles see John Ranelagh, The Agency: The Rise and Decline of the CIA (London, 1986),
p.471.

34Church Report, Bks. 1-5: United States of America, House of Representatives, Select Committee on
Intetligence, Ci4: The Pike Report, with an introduction by Philip Agee (New York, 1977).
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and was DCI during the mid 1960s: "There was a question whether certain documents
should be declassified [for a conference held in 1994] on operations in France and
Italy during the period of President Truman's Administration. But there's a very
important election coming up in Italy shortly, and it was felt it would be very
undesirable to lay out what the Agency had done in [talian elections at the end of the
'40s and early '50s."3*

Obstructive as the consequences of such considerations might prove to be, they can be
circumvented to a considerable degree. The wealth of manuscript depositions that are
available in the United States along with the printed primary and secondary material
that 1s relevant to the subject, have been instrumental in the construction of as
comprehensive a picture as time and resources allow of how the CIA's covert action
mission served wider policy aims. It is a picture that departs from the received
wisdom,; one that neither defends nor condemns the agency or its political masters; and
one which confirms that Nicold Machiavelli's observation that "many more princes
have lost their lives and their states through conspiracies than through open warfare"
was as true during the first fifteen years of the Cold War as it was when it was first
offered over four hundred years earlier.

35Richard Helms and John Ranelagh, "CIA at Work, 1947-1953. Espionage and Covert Action," in The
Origin and Development of the CIA in the Administration of Harry S. Truman: A Conference Report
(Washington D.C., 1995), p.58 available at the Harry S. Truman Library, Independence, Missouri

" (hereafter cited as HSTL).
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CHAPTER 1

THE ARRIVAL OF AN IMPERFECT PEACE AND
THE RISE OF THE SILENT OPTION

In 1945 the United States faced a task that Dean Acheson later characterised as being
marginally less formidable than that posed in Genesis.! In bnef, the challenge before
America was to transform a war-torn chaotic Europe into a bastion of democracy, free
trade, and private enterprise, the interests of which would correspond closely with
those of the United States. Achievement of the American vision of a new world order
was, however, hampered by the social and economic dislocation that six years of war
had wrought, and opposed with increasing intensity by a deeply suspicious Soviet
Union. The covert action mission of the Central Intelligence Agency and its
predecessor, the Central Intelligence Group, evolved in concert with the changes in
Truman's overall foreign and defence policies that were made necessary by the
deterioration in Soviet-American relations in 1946, and the onset of the Cold War in
1947. The political action and psychological warfare campaigns that the agency
conducted in Western Europe between 1946 and 1948 are therefore best understood
within the context of the broader strategy of which they were a constituent part.

THE TRUMAN INHERITANCE

On 12 April 1945, Harry S. Truman was catapulted into a position of unparalleled
power and responsibility as president of the United States. Though unbriefed on the
intricacies of foreign and defence policy, the new chief executive faced the unenviable
task of overseeing American interests through a succession of eveuts that would have
tested to the limit the ingenuity and foresight of the most experienced of political
leaders: the culmination of the most far-reaching and bloody war in history, and the
onset of the atomic age; the menacing spectre of the Red Army firmly entrenched
across much of Eastern Europe and challenging the western principle of self-
determination that was so central to the Atlantic Charter; and the establishment of the
United Nations Organisation. All of these issues presented themselves in imposing

IDean Acheson, Present at the Creation: My Years at the State Department (New York. 1969),
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succession. Greatness had, to be sure, been thrust upon Truman in as conclusive a
manner as was humanly possible. The new president, nevertheless, recognised that he
had inherited, rather than been elected to, his position at the pinnacle of the Executive
branch of government. He therefore pledged to carry on where his predecessor had
left off. In terms of relations with the Soviet Union, this meant continuing with a
strategy of improvisation aimed at extending the cooperation that the two powers had
maintained during the war into peacetime.?

The grand alliance had from its outset, however, been a marriage of convenience, or
more accurately, of necessity and the bonds that held it together loosened quickly as
German resistance collapsed. By the final stages of the war, Washington was giving
serious consideration to the adoption of a firmer stance in its dealings with Moscow.
A mere six days before his death, for example, Roosevelt stated in a letter to Winston
Churchill that "in a few days our armies will be in a position that will permit us to
become 'tougher' than heretofore appeared advantageous to the war effort."3 The
president's remarks indicated that he was moving towards endorsing an approach that
wartime expediency had hitherto caused him to resist but which had long been
advocated by a preponderance of State Department Soviet experts, notably the
American Ambassador to Moscow, W. Averell Hammiman: that economic aid be
deployed as a lever to influence Stalin to take political action that was compatible with
American interests.*

Truman's succession precipitated an acceleration of this trend, largely because
Roosevelt had to all intents and purposes acted as his own Secretary of State and in
Truman's words, "never discussed anything important at his Cabinet meetings."*
Consequently, when Truman took over the presidential reins, he had little choice other
than to consult with his predecessor's advisors to ascertain exactly what direction
United States policy towards the Soviet Union should take. State Department experts
of the Harmiman stamp were thus afforded the perfect opportunity to educate the
unbriefed Truman as to their own perception of Soviet intentions, thereby ensuring that

2 Harry S. Truman, Memoirs Volume 1: Year of Decisions, Garden City (New York, 1955), pp.19-28.

3Francis L. Loewenheim, Harold D. Langley, and Manfred Jonas (eds.), Roosevelt and Churchill:

Their Secret Wartime Correspondence (New York, 1975), p.705.

4Harriman to Hull, 13 March 1944, FRUS 1944, Vol. 4: 981.

SRobert F. Ferrell (ed.), Off the Record: The Private Papers of Harry S. Truman (New York, 1980),
p.16
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the "firm but friendly quid pro quo" which they had urged on Roosevelt, but which he
had held back from implementing, was adopted by the new president.©

It was, of course, the successful testing of the atomic bomb that did most to reinforce
Truman's determination to deal resolutely with Stalin, as was evident with the hard-
line approach taken by the American president towards his Soviet counterpart at the
Potsdam Conference. Molotov's truculence at the first Council of Foreign Ministers'
meeting in London during September 1945 proved, however, that the United States'
nuclear monopoly did not compensate for the deficiencies of conventional American
power:’? deficiencies which would become ever more pronounced with the rapid
demobilisation programme initiated by Truman, under domestic and congressional
pressure.

By the time of the Moscow Foreign Ministers' Conference in December 1945 it had
become clear that the principal contention between the two emerging superpowers
could not be reconciled. American promotion of the principle of self-determination
was simply incompatible with Soviet insistence that a security buffer zone be
established along its western borders.® Rather than attempting to settle its differences
with the Russian leadership through negotiation and compromise, the Truman
administration now looked on the Soviet Union as a potential enemy with vital

interests that endangered the principles and aspirations of the United States and its
allies.?

COLD WAR ABROAD AND ITS IMPACT AT HOME

On 7 January 1946, James V. Forrestal wrote a letter to journalist Walter Lippmann
that relayed the mood of uncertainty which prevailed across much of the American

-OWalter Isaacson and Evan Thomas, The Wise Men: Six Friends and the World They Made (New
York, 1986), pp.257-258.

7Hcmy Stimson and McGeorge Bundy, On Active Service in Peace and War (New York, 1947),
'pp.617-637.

| 8Byrnes-Stalin meeting, 23 December 1945, FRUS 1945, Vol. 2: 752-756.

\9John Lewis Gaddis, The United States and the Origins of the Cold War, 1941-1947 (New York,
‘ 1972), pp.282-285.
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political establishment at the time. With respect to its relations with the Soviet Union,
the Secretary of the Navy asked, was the United States "dealing with a nation or a
religion?"1® If Forrestal tended towards believing the latter, then his suspicions were
reinforced by two major expositions on the nature of the Soviet state which together
established the criteria through which the Truman administration was to interpret
Russian behaviour - the American chargé d'affaires to Moscow, George Kennan's
"Long Telegram" of February 1946 and the Clifford-Elsey report, which was prepared
on the president's orders and presented its findings in September 1946.1!

These two analyses were at variance on several levels. Kennan, for instance, argued
that the Russian leadership was driven primarily by a traditional sense of insecurity
and that capitalist encirclement was essential for the justification of its autocratic rule.
It consequently followed that the Soviet Union "would not yield entirely to any form
of rational persuasion or assurance."!'2 The Clifford-Elsey report, on the other hand,
identified ideology as a determinant of, rather than as merely reinforcing, Soviet
perceptions and actions. Nevertheless, common to both of these appraisals were the
closely connected assumptions that the Soviet Union was an expansionist power, and
that the United States could neither afford, nor should it allow, any further Russian
territorial or political advances.

The Kennan and Clifford-Elsey appraisals and prescriptions were, furthermore,
reinforced by what Americans perceived to be Stalin's intimidation of Iran and Turkey:
developments which were seen by many in the administration as being analogous with
the Munich crisis of 1938.13 Consequently, from early 1946 Truman applied the
axiom that no further concessions would be made to the Kremlin. From this juncture,

10Walter Millis (ed.), The Forrestal Diaries (New York), 1951, pp.134-135.

1 lAcheson, Present at the Creation, p.51; "American Relations with the Soviet Union: A Report to the
President by the Special Counsel to the President," 24 September 1946, in Thomas H. Etzold and John
Lewis Gaddis, Containment: Documents on American Policy and Strategy, 1945-1950 (New York,
1978), pp.64-71.

12George F. Kennan, Memoirs, 1925-1950 (New York, 1967), pp.292-293: The Long Telegram, 22
February 1946, FRUS 1946, Vol.6: 696-709.

13Bruce R. Kuniholm, The Ori gins of the Cold War in the Near East: Great Power Conflict and
Diplomacy in Iran, Turkey, and Greece (Princeton, 1980), pp.358-359.
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then, the United States raised its profile on the international stage and took a
significant step towards countering the Soviet threat.'¢

The Truman administration's overarching defence and foreign policy objective between
1946 and 1950 was directed at responding to Russian pressure, whether of a military
or political kind, in a manner that was sufficient to deter but not to provoke.
Washington's takeover of British commitments to Greece and Turkey that, by February
1947, London could no longer afford to sustain, marked a defining point in, rather than
the beginning of, the Cold War. This overall United States policy and indeed the
covert operations in Western Europe which were mounted to ensure its success, can
only be properly understood, however, when looked at in relation to the fundamental
and often interwoven strategic, economic, and domestic-political concerns that shaped
it, and dictated its course.

The cornerstone of Washington's efforts to strike a balance of power and preserve the
global equilibrium to America's advantage was the drive to rehabilitate the war-torn
economies of Western Europe. Truman regarded the long-term prosperity of the
United States and the economic well-being of the world as resting on a multilateral
capitalist free trading system that granted all nations equal access to markets and raw
materials.!> The achievement of the vision of an open-door was constrained, however,
by the refusal of the communist world to integrate itself into a capitalist world order.
The United States could therefore only hope to achieve the partial success of this
objective by actually suspending it in 1947 until the economies of Western Europe and
Japan, bolstered by American aid, were strong enough to make multilateralism
viable. ¢

While it was an end in itself, the restoration of Western Europe as a fortress of
capitalism and democracy was also seen by American policymakers as a means of
containing communism: a reflection of the Truman administration's adoption of

14Clark Clifford, Oral History 276, Vol.1, pp.169-171, HSTL .

L5 Address on foreign economic policy delivered at the Baylor University, 6 Mar. 1947, Public Papers
of the Presidents of the United States. Harry S. Truman. Containing the Public Messages. Speeches
and Statements of the President, 1947, 167-172 (Washington, D.C., 1963) - hereafter cited as 7ruman
Public Papers.

16Gabriel Kolko and Joyce Kolko, The Limits of Power: The World and United States Foreign Policy.
1945-1954 (New York, 1972), pp.11-29, pp.359-361.
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"strongpoint defence." This concept proceeded from the premise that the United States
would concentrate its efforts on defending areas which were of vital, as opposed to
peripheral, importance to its national interests. Regions with good lines of
communication, substantial natural resources, and military-industrial capacity were
prioritised. Consequently, Western Europe, where the communist challenge was seen
as endangering American interests most, whether in a political or military sense,
became the principal theatre of containment.!” Strongpoint defence also enabled the
United States to select the most effective weapons in its containment arsenal.'® Thus,
in initiating the $13 billion European Recovery Program (ERP), or Marshall Plan as it
1s most commonly known, and the interim aid packages which preceded it, the United
States established economic rehabilitation as the principal instrument through which
communism would be countered.!®

A further and closely connected objective of American foreign policy was the
protection of the vital natural resowrces of the Middle East. The concern in
Washington was that, should the United States not act to deter communist expansion,
then Middle Eastern oil reserves would fall into hostile hands.2® It was this logic that
in fact informed Truman's decision to apply diplomatic pressure to force the Kremlin
to withdraw from Iran in the spring of 1946. A Greek-Turkey-Iran barrier was,
moreover, strongly implied in the Truman Doctrine itself, not least because of the fear,
expressed by Forrestal in May 1947, that a Russian presence in the eastern
Mediterranean would carry with it the potential for Stalin to cut essential oil supplies
ata time when Western Europe was suffering acute coal shortages. Denied essential
' Middle Eastern resources, a politically unstable Europe could, American politicians
| feared, go communist.2!
| The Truman Doctrine, in essence then, was the ultimate expression of, rather than a
departure from, an American foreign policy programme that had been in place since
early 1946, and which was aimed at protecting interests vital to the United States by
preventing the Soviet Union from becoming the predominant power on the Eurasian

17Gaddis, Strategies of Containment, pp.57-58.

18ibid, pp.61-63.

I9Robert H. Ferrell (ed.), The American Secretaries of State and Their Diplomacy: Volume XV,
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mainland. Truman's aim in enunciating the doctrine to which he gave his name was to
shock the American public and Congress into giving full fledged support for such an
approach. The president was not, however, making an open-ended commitment to
resist communism everywhere.22 Requests for American assistance would, Acheson
assured the Senate Committee on Foreign Relations, be judged "according to the
circumstances of each specific case."2? Nevertheless, the economic instrument of
containment was to be the principal means through which communism was to be
countered from 1947, with, as Forrestal confirmed, "political stability, and military
stability" following as the basic order of American priorities. Several factors led him
to this conclusion. 24

Between 1945 and 1949, Truman adopted a conservative fiscal policy which was
directed at achieving balanced budgets through the holding down of inflation and the
reduction of excessive tax burdens. Despite the Cold War, the armed forces fell victim
to these policies. Defence budgets fell, for instance, from $44 .7 billion for fiscal 1946
to $13.1 billion for fiscal 1947 — the year of the Truman Doctrine.2’ Moreover, federal
government expenditures were further constrained between 1946 and 1948 by a
Republican dominated Congress which, in spite of a bipartisan foreign policy
consensus (at least with regard to Europe), used its power of the purse to accentuate
this downward spiralling of defence funding.26

A military buildup was therefore seen as an unattractive, if not unavailable, option in
American governmental circles and this was reinforced by Moscow's lack of military
preparedness. Though the Soviet Union made a number of moves to enhance its
military capabilities during the early postwar period, its Navy and Air Force were no

22Special Message to the Congress on Greece and Turkey: The Truman Doctrine, 7ruman Public
Papers, 1947, 176-180.

23Acheson, Present at the Creation, p.225, Marshall to Lovett, 23 Apnl 1948, FRUS 1948, Vol. 3:
103.

24Millis (ed.), Forrestal Diaries, p.350.

25Gaddis, Strategies, p.23
26 Edward A Keolodziej, The Uncommon Defence-and Congress (Colombus, Ohio, 1966}, pp.35-39.

28



match for their American counterparts.?’” The United States, furthermore, held a
nuclear monopoly and was at this time establishing what military planners referred to
as a "strategic frontier": a comprehensive overseas base system located in countries on
or close to the periphery of the Soviet Union. From here American airpower could be
projected rapidly against, for instance, Russian petroleum reserves in Rumania and the
Baku oilfields, or alternatively be deployed to counter any Soviet advance on the
Middle East, should war come.?®# American reasoning was, therefore, that the Soviet
Union had no plans for war between 1946 and 1950, and that the main danger of
superpower conflict arising was through miscalculation.??

Other considerations lent credence to these perceptions. A microfilm that the CIA
received from a Russian official based in one of the Soviet satellites revealed the
possibility of a split in the Politburo, where the hawkish Molotov was arguing
vigorously against the conciliatory line advocated by Mikoyan's faction on the issue of
foreign policy.>® This suggested that the Soviet leadership lacked the necessary unity of
purpose to embark on a military adventure. The combination of these factors made an
American buildup of defence spending difficult to justify, especially in light of the fact
that Truman himself held to the view that economic aid would anyway bring greater
benefits per dollar. Military strength was thus deployed only as an essential backup to
economic aid.?!

" The design of foreign and defence policy was, for Truman, further complicated by the
tendency for domestic concerns to encroach on the sphere of international politics.
. During the first two years of his presidency, the quality of Truman's management of

27"Capabilities and Intentions of the USSR for Overrunning Northern and Western Europe in 1947,
1948, and 1949" 28 February 1947, Plans and Operations, in Melvyn Leffler, "American Conception of
National Securnity," American Historical Review 89 (Apnl 1984): 346-381, at 360.

28,bid, 350-352; Kolodziej, Uncommon Defense, pp.59-60; Melvyn P. Leffler, A Preponderance of
Power: National Security, the Truman Administration, and the Cold War (Palo Alto, California,
1992), pp.224-225
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the American economy from a wartime to a peacetime footing left much to desired and
his public support had declined accordingly. He therefore needed to reestablish himself
as a decisive leader and simultaneously build bridges with Congress, which after
November 1946 was Republican-dominated. The Truman Doctrine, by expanding, and
also making public, his conception of America's world responsibilities served both
ends.3?

From a domestic perspective, the Truman Doctrine had two objectives, both of which
succeeded. For the consumption of the American public, the president portrayed the
problem in Greece as being symbolic of an ideological confrontation between
totalitarianism and democracy. This was a clever ploy, for by equating communism
and nazism, Truman played on wartime memories and projected himself as making a
decisive stand for the cause of freedom. Most significantly, he mobilised public
opinion in a manner that prepared the path for the ERP. On Capitol Hill, the
Republicans were trapped into choosing between budget cuts and fighting communism,
which left them with little room for manoeuvre. If Congress opted for budget cuts then
the president could accuse the GOP of endangering the free world in favour of its own
narrow aims. In supporting the Truman Doctrine, however, the Republican leadership
made common cause with the president and could subsequently offer little in the way
of a distinctive foreign policy position during the 1948 presidential election.33

The downside of Truman's adoption of so forthright an anticommunist stance was that
it alienated those within the Democratic party who, led by former Vice President
Henry Wallace, advocated a policy of conciliation towards the Soviet Union. Indeed,
Wallace's announcement of his third party candidature in the 1948 presidential
elections spelt potential electoral disaster for Truman.3* The president faced an
additional defection from his own camp by Dixiecrats led by Strom Thurmond, who
had decided to stand on a States' Rights ticket in reaction to Truman's liberal civil
rights policy. Thus, the unwelcome spectre of a three way split in the Democratic
camp spelt almost certain defeat for the president in 194835

32Lefﬂer, Preponderance of Power, pp.145-146.
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A succession of developments on the international stage in the form of the
Czechoslovak coup of February 1948, the war scare of the following month, and the
onset of the Berlin blockade in June that year, however, came to Truman's rescue.
These events diminished Wallace's credibility and laid bare the extent to which he was
out of step with the American public.3¢ Truman was, furthermore, able to elevate his
presidential status through his management of these crises without attracting criticism
from his Republican opponent, Thomas E. Dewey, an internationalist who supported
the president's containment measures.?’

For Truman's foreign policy stance to pay full domestic-political and electoral
dividends, however, containment needed to be seen to be working. While economic
aid backed up with military strength was vital to the achievement of this objective,
they were not in themselves sufficient to counter what was gauged to be a political
threat. In this respect the covert operations conducted by the CIA in Western Europe
played an essential role in the overall implementation of American foreign policy.
This in turn helped to secure Truman's political survival between 1946 and 1948, and
his electoral victory in the latter year. Though the agency varied its tactics according
to the circumstances it encountered in any given country, its fundamental task
remained the same: to counter Soviet-inspired subversion and political advances and
act as a necessary complement to the economic and military instruments of
containment. Such a mission was something of a quantum leap from the role that the
Truman administration had initially envisaged a central intelligence organisation as
performing in 1945.

THE BIRTH AND EARLY EVOLUTION OF THE CIA AND THE EMERGENCE OF ITS
COVERT ACTION MISSION, 1945 - 1948

| The period from the end of World War II through to the onset of the Berlin blockade
saw the Truman administration initiate a unique series of advances in the concept of
. central intelligence. In the space of only three years the CIA was first founded then

361’bia’; Special Message to the Congress on the Threat to the Freedom of Europe, 17 Mar. 1948,
Truman Public Papers, 1948, 183-186.
. 37Divine, '1948 Election,' 97-109.
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expanded from performing a limited coordination and evaluation function under its
earliest manifestation — the Central Intelligence Group - to engaging in a diverse range
of activittes which included independent intelligence production, clandestine
collection, and covert action.® Up to this point the agency's ability to conduct covert
operations was confined, however, to the use of a limited psychological warfare
capacity aimed at thwarting the political threat posed by indigenous Communist parties
in Western Europe.? The implementation of a more comprehensive programme of
clandestine action was constrained by uncertainty in the Departments of State and
Defense as to where control and responsibility for such a measure should reside. 4
This debate was resolved with the creation of the OPC, which became active from 1
September 1948 and proved catalytic in the unprecedented growth of American covert
action and in the expansion and reorganisation of the CIA itself over the subsequent
four years.!

The CIA was neither the only nor the most prominent component of the United States
intelligence community. It operated alongside the FBI and the intelligence agencies of
the Army, Navy, and State Departments in an atmosphere that was noted for its
competitive edge rather than its cooperative spirit. The role of "first among equals" in
' America's intelligence war with the Soviet Union was consequently one which the CIA
| succeeded to gradually rather than adopted immediately.*2 It was, moreover, a process
| that was not in fact completed until 1953. The years 1945 to 1948 were, nonetheless,
| of great importance in the evolution of the agency's structure, size, and mission, and
| three determinants were primarily responsible for dictating its course: (1) institutional
| conflicts; (2) the personalities and influence of the respective Directors of Central
i Intelligence; and (3) the consistent redefinition of American organisational and
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informational needs that accompanied the Truman administration's increasing
preoccupation with the Soviet/communist threat.4?

The notion that the United States should maintain an independent and centralised
intelligence organisation in peacetime originated primarily out of Washington's
determination to avoid the mistakes of the past, specifically the surprise attack on Pearl
Harbor in 1941. The most vocal champion of such an agency was General William
Donovan, director of the Office of Strategic Services (OSS) - the wartime predecessor
of the CIA - who from 1944 began campaigning for what boiled down to a
continuation of his own organisation after hostilities had ended.** However, the
‘Donovan Plan' failed to pass muster with Truman. Dissatisfied with the intelligence
handled by the OSS during the war, the president regarded Donovan as a shameless
self-publicist who was doing little other than "making speeches and propagandising his
own great achievements.” Truman consequently dissolved the OSS in September
1945 45

This 1s not to say that the president did not want to provide for more efficient
intelligence provisions than those that had existed during the war, which had been
confused and characterised by endemic feuding between the key intelligence providers
~ the State, War, and Navy Departments, the FBI, and the OSS.4 Indeed, on the very
day that Donovan's organisation was disbanded, Truman dispatched a letter to
Secretary of State Byrnes which called for "a comprehensive and coordinated foreign
intelligence program."4’ The key issues centred on what form such an instrumentality
would take and who would control it.

43Church Report, Bk.1, p.99.
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Even before the war's end a number of articles had begun to circulate in the
conservative press in the United States aimed at raising public fears about the dangers
posed by an "American Gestapo."4® Alarmist though they were, these concerns struck
a chord with Truman. He was determined not to found a secret police force which
could one day be brought to bear against the American people.*® The establishment of
a centralised body charged with the task of coordinating and evaluating the United
States intelligence effort and rectifying the problem of departmental duplication,
nevertheless, remained a crucial element in Truman's plans to unify and streamline the
military. The final months of 1945 thus witnessed a long series of disputes among the
State, War, and Navy Departments and the FBI, firstly over who a new "national
intelligence structure” would answer to, and secondly how it would fit within the
context of a umfied Department of Defense. These debates were resolved with the
creation of the Central Intelligence Group on 22 January 1946. Corresponding, albeit
in a diluted form, to the recommendations of the Eberstadt Report which was
commissioned by Navy Secretary James Forrestal, the policies and procedures
governing the CIG called for a civilian centralised intelligence structure answerable to
a national intelligence authority that was to advise the president.5

The coming of the CIG coincided with the rapid deterioration in Soviet-American
relations which occurred during the early months of 1946, and given the fact that
"Washington knew virtually nothing about the USSR" at this stage, the group stood to
be of great advantage, at least theoretically, to the Truman administration.®' This
applied in a domestic as well as foreign policy context, for by making balanced
~appraisals of the available information on the Soviet Union, the CIG, if allowed to
operate as intended, could provide Truman with a ready instrument for countering the
 self-serving estimates of the military. The group would therefore have been of
| potential assistance to the president in his drive to achieve balanced budgets, had it not
been trapped in a position of perpetual compromise in terms of its evaluation function.
‘Jea]ously guarding their intelligence and advisory prerogatives, the Departments of

| 48Walter Trohan, "New Deal Plans Super Spy System," Chicago Daily Tribune, 9 Feb. 1945, HSTL.
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State, War, and the Navy failed to relinquish either the quantity or quality of
information necessary to make the evaluation process work. The CIG did not,
however, possess the leverage to rectify this problem, for the same institutions that
hampered its mission were also responsible for allocating its funds and personnel.s?

The first DCI, Admiral Sidney W. Souers, did little to remedy these drawbacks. He
was essentially a caretaker who avoided conflict with the departmental intelligence
components and worked to the limited brief of establishing the bureaucratic legitimacy
of the CIG until a more permanent replacement could be found. 3 His successor,
Lieutenant General Hoyt S. Vandenberg, adopted a wholly more ambitious and at
times confrontational approach. Assuming control in June 1946, Vandenberg served
only eleven months as DCI, leaving in May 1947 to head the newly-independent
United States Air Force, which came into being with the passage of the National
Security Act the following July. He nevertheless made an enormous impact during his
brief tenure as DCI. Vandenberg's objective was, in brief, a preemptive one that posed
a fundamental challenge to the departmental intelligence components: to transform the
CIG from a small non-statutory body with limited influence, finite resources, and an
uncertain future into an independent, self-sufficient intelligence organisation. The
" functional parameters of the projected central intelligence agency would thereby be in
| place, so Vandenberg calculated, in advance of such an institution being legally
| enshrined in the impending national security legislation.s*
|
| Commanding considerable influence both on Capitol Hill — where his uncle was the
senior Republican Senator, Arthur Vandenberg ~ and in the Executive, the DCI: (1)
gained authority for the CIG to carry out independent research and analysis; (2)
persuaded Truman that the group required greater bureaucratic independence if it was
to serve the White House more effectively; (3) won increases in the CIG's budget and
personnel; and (4) as a result of such increases, established the Office of Research and
Estimates (ORE) in August 1946 to improve interagency coordination. While
important in themselves, these developments were also significant in the procedural
precedents that brought them about — Truman's authorisation of National Intelligence
Authority (NIA) directives. NIA directives and the National Security Council
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Intelligence Directives (NSCID's) which superseded them became the prnncipal means,
along with executive orders, by which the CIA's so called "secret charter”, which
specified the activities that the agency was permitted to perform, was established.s3

The most far-reaching measure to be introduced during Vandenberg's tenure was,
however, his incorporation of the Strategic Service Unit (SSU) — the clandestine
collection component of the OSS - into the CIG in August 1946.5¢ This marked the
culmination of a year-long process in which Washington pondered whether the United
States should conduct espionage in peacetime at all and if so what operational
provisions should be emplaced to accommodate such a move: arguments that were in
fact symptomatic of the uncertainty that permeated the wider debate on the shape of
America's postwar intelligence system.

In terms of clandestine collection, Truman's disbandment of the OSS amounted
essentially to a dispersal of resources. The Secret Intelligence and Counterintelligence
Branches of Donovan's organisation were merged to become the SSU and placed under
- the command of Brigadier General John Magruder and the control of the War
Department.’” To all intents and purposes this was a holding operation. Indeed, the
Lovett Committee, which under the then Assistant Secretary of War for Air was
responsible for determining the SSU's future, spelt this out. The nucleus and assets of
the espionage and counterespionage capabilities established by the OSS in wartime
were to be retained and the liabilities liquidated. Lovett's committee was, furthermore,
in little doubt as to where the SSU should ultimately be housed, recommending that it
be transferred "to the Central Intelligence Agency as soon as it is organised."s#

Magruder began lobbying for the merger of his organisation with the CIG from the
moment 1t was founded. The campaign was continued by his successor Lieutenant
Colonel William W. Quinn and came to fruition over a four month period in 1946.
The authorisation of NIA directive 5 in July of that year took the process part of the
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way. The DCI was to supervise the liquidation of the SSU, determine which assets
were permanently required, and oversee its interim operations. By October the merger
was completed, and the SSU had become the Office of Special Operations, a
component part of the CIG.%

The CIG's acquusition of the SSU has been likened to "a mouse eating an elephant." A
much larger concern than Vandenberg's, Quinn's organisation "incorporated dozens of
overseas stations and its own procedures and files running back to its wartime OSS
origins."®® The SSU was, moreover, financially well-heeled, with a budget of
unvouchered leftover OSS cash funds amounting to some $8 million, which Quinn
allocated to his station chiefs on a pro-rata basis. Vandenberg thus inherited a well
oiled clandestine collection component that had been working "against the operations
of foreign intelligence services and secret organisations” from the moment of its
inception.!

Though sources dealing with the specifics of the SSU's activities are limited, a broad

picture of its mission is discernible. Even before the end of World War II, James

Murphy, the head of X-2, the counterintelligence branch of the OSS, had identified the
" need to combat the threat posed by Soviet intelligence agents in the West. The SSU
subsequently began to work against Marxist groups, particularly Western Europe's

Communist parties, if not before then certainly immediately after the defeat of the Axis
‘ powers.52

The exact scope of these operations is not clear. Certainly, in respect of covert action,
the executive order which disbanded the OSS specified that operations of this nature
be terminated in peacetime.®® lan Sayer and Douglas Botting's exbhaustive study of the
Counterintelligence Corps of the Army (CIC), however, provides evidence that the
SSU took advantage of its transfer to the War Department to circumvent this ruling. In
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short, the CIC provided a convenient cover and source of practical assistance, even to
the extent of creating dummy CIC detachments behind which newly-created
clandestine agencies, namely the SSU, were able to hide in the furtherance of their sub
rosa activities: operations that in practice often involved a blurring of distinctions
between espionage, counterespionage, and small-scale psychological warfare
ventures.* A January 1946 review of the SSU's activiies and resources lends
credence to these arguments, pointing out that although the unit's clandestine action
branches had been liquidated, "selected personnel [had] been integrated into the Secret
Intelligence Branch," which was operating in Western Europe, the Near East, North
Africa, and the Far East under military control.65 Such moves were, moreover, in
keeping with the received wisdom at the highest levels of the War Department. The
first record of a ranking administration official suggesting that the United States
engage in covert action of any kind is Secretary of War Patterson's proposal of March
1946 that consideration be given to the development of a psychological warfare
capacity, the guidelines for which were drawn up by the State-War-Navy Coordinating
Committee (SWNCC) in little over a year.56

That the CIG/CIA engaged in some form of covert action before the authorisation of
NSC 4/A on 14 December 1947, which gave official sanction for the agency to
conduct psychological warfare operations for the first time, is in fact a matter of public
| record. Trevor Bames uncovered correspondence between Vandenberg and Truman
from February 1947 in which the DCI clearly stated that "the clandestine operations of
the CIG are being successfully established in most of the critical areas outside the
United States and are proceeding satisfactorily."é? The exact nature and location of
these operations was not specified. By the following April, however, Vandenberg was
testifying secretly before the Senate Armed Services Committee on the "necessity of
clandestine operations," the objective being to have official authority granted for
covert action ahead of the National Security Act — which in this instance was not
given %8
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The National Security legislation altered the name and elevated the status of the C1G -
henceforth it was known as the CIA. Now an independent department responstble to
the president through the newly created National Security Council (NSC), the CIA was
permitted to engage in an unspecified range of "functions and duties related to
intelligence affecting national security."s® This terminology was actually transferred
from the CIG's original charter and amounted to what Clark Clifford referred to as a
'catch all' clause: a euphemistic phrase which reserved the right for the agency to
engage in covert operations if so directed.”

Vandenberg's successor, Admiral Roscoe H. Hillenkoetter, who served as DCI
between May 1947 and October 1950, in fact expressed considerable doubt as to
whether the CIA should embark on such a course, believing that psychological warfare
was a military function which belonged in an organisation responsible to the Joint
Chiefs of Staff (JCS). The fact remained, however, that one third of the CIA's
personnel were former OSS officers, who had gained invaluable experience during
wartime. Individuals of the calibre of Richard Helms and Harry Rositzke in Germany,
James Angleton in Italy, and Alfred Ulmer in Austria were in a strong position to
develop and implement covert projects quickly and efficiently. Indeed, this had been
the case from before the OSO first came into being.”

Hillenkoetter was also uncertain as to whether clandestine operations could be
conducted without the consent and advice of Congress, a concern which in fact proved
to be unwarranted. Between 1946 and 1950, and long afterwards, Capitol Hill
remained largely unperturbed about clandestine action. It represented a relatively
inexpensive means of furthering foreign policy objectives at a time when the
Legislature was as keen as the Executive to keep spending down. This in turn led
Congress to apply what Leverett Saltonstall described as the "want to know" and "need
to know" principles: "It is not a question of reluctance on the part of CIA officials to
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speak to us. Instead it is a question of our reluctance, if you will, to seek information
[that] I personally would rather not have."”?

As a consequence, liaison between the ClA and Congress came to be determined by
the personal relations of the DCI and the chairmen of the Armed Services and
Appropriations subcommittees, who assumed jurisdiction over the agency — these
subcommuittees were, to quote from the Church Report, "relatively inactive."” Richard
Helms maintains that despite charges to the contrary, the CIA's budget was "laid out in
minute detail" for congressional leaders to examine in full. Stringent budgetary
controls would in fact have provided the best means of scrutinising the agency's
actions, but in an era when "the Cold War was ominous” Capitol Hill gave the
fledgling organisation considerable room for manoeuvre.” Even if this had not been
the case, the CIA was already in possession of a system of unvouchered funds for its
clandestine collection mission, which ensured that Hillenkoetter did not need to
approach Congress for separate appropriations.”s

The chronology of events between the passage of the National Security Act and the
authorisation of NSC 4/A began in August 1947. At this juncture, Donovan urged
Forrestal to utilise psychological warfare tactics to counter communist-instigated
political disruption, most specifically in France. The former OSS chief added the
veiled warning that a privately-financed anticommunist campaign was in the offing
which, Donovan was sure, Forrestal would regard as unwise to let pass beyond
American control.”

From Donovan's point of view, a successful approach to Forrestal less than a month
before his appointment to the newly created and highly influential position of
Secretary of Defense, presented an opportunity for the former OSS chief to build
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bridges with the administration. Forrestal had, after all, played a key role in ensuring
that Souers was appointed as the first DCI1.77 Raising the spectre of independent,
unfettered, and potentially counterproductive anticommunist initiatives, moreover,
provided a means of levering the United States government into action. Donovan
would have been well aware of this, since less than two years beforehand the designs
of an ex-OSS Deputy Director and Thomas Watson, the head of IBM, to launch a
private intelligence company and offer its services to the government, had been
neutralised with the creation of the National Intelligence Authority.”® At this stage,
then, Donovan may well have envisaged himself as securing, with Forrestal's help, the
top post in a new covert operational branch of the CIA, should the administration
have been prompted to establish such a body.

There were, however, more tangible reasons than the mere force of Donovan's
arguments for the conversion of Forrestal to the need for more direct and extensive
covert action, which reportedly took place between August and October 1947. As
Secretary of Defense, Forrestal had a unique and newly-found insight into the limits
of military power, especially when it was ranged against a political foe. A more
appropriate instrument needed to be speedily developed and employed to counter the
unprecedented onslaught of political disruption initiated by the communists with
Moscow's establishment of the Communist Information Bureau (Cominform) in 1947.
From an American standpoint, the most effective approach was to upgrade and
intensify the small-scale CIA operations which were already in place in Western
Europe.”

The central and most hotly debated issue during the closing months of 1947, however,
hinged on who would control, and take responsibility for, the American covert action
programme.® The question of control was less contentious than that of responsibility.
Propaganda of all kinds was seen by both the State Army Navy Coordinating
Committee (SANACC) — which superseded the SWNCC with the advent of the
National Security Act — and the Joint Chiefs of Staff as falling within the jurisdiction
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of the State Department, and Marshall himself was well disposed towards providing
policy guidance for covert operations. The Secretary of State was unwilling to accept
responsibility for such activities, however, on grounds that their exposure would
discredit the State Department itself and, more importantly, would compromise the
recently articulated European Recovery Program. He therefore insisted that Truman
reverse a decision taken in early November 1947 authorising that psychological
warfare be directed by State ®!

In essence then, the CIA took operational responsibility for the United States' covert
action programme as a consequence of Marshall's fear of exposure. The considerable
degree of flexibility that the agency had been afforded through the passage of the
National Security Act made it the organisation best placed to house such a capacity, at
least for the time being. There was, as well, an urgent need for Washington to act, in
the shape of leftist political disruption in France and the potential for a communist-
dominated alliance gaining power through electoral means in Italy. It was to counter
'the latter prospect that official sanction was given for the CIA to conduct
| psychological warfare operations with the authorisation of NSC 4/A #

\How much authority this directive gave for the agency to engage in covert action was
in fact a contentious issue. The CIA's General Counsel Lawrence R. Houston advised
an already cautious Hillenkoetter that neither NSC 4/A nor the National Security Act
constituted congressional authorisation for the agency to spend money to influence a
foreign election result.®3 Still doubtful of the agency's position, Hillenkoetter sought a
direct order from the president before committing the CIA to an extensive covert
action project. Truman, however, would not give a direct order, preferring instead to
endorse the idea that if the National Security Council (NSC) affirmed its own
authority to sanction covert action then he was prepared to go along with it.#

The point is that nowhere was it stipulated in the National Security Act that the NSC,
which was essentially an advisory and coordinating body, had any power to order the
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CIA to conduct political operations. Constitutional responsibility for the authorisation
of such activities rested squarely and solely on the shoulders of the president, and
simply could not be delegated to the NSC, regardless of the fact that Truman was one
of the Council's members.?s In short, the issue of whether or not the CIA was
permitted to conduct covert action depended on how the CIG's original charter, the
National Security Act, and NSC 4/A were interpreted. On this count, Vandenberg
had displayed far more flexibility and far fewer scruples than Hillenkoetter in
performing the "functions and duties that the President and the National Security
Council (or NIA in the CIG's founding charter) might from time to time direct."86

These arguments aside, Hillenkoetter's sensitivity to the legalities of covert action was
swept aside in the face of the political threat posed to American interests by
communism in Western Europe. A CIA clandestine operation was to be deployed as a
key instrument of containment and statecraft for the first time and Italy was to be the
agency's first official stamping ground.

B3ibid, p.297. ,
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CHAPTER 2

TALY 1947-1948
SECURING A EUROPEAN STRONGPOINT

The period 1947 to 1948 saw the Truman administration playing for increasingly high
stakes in an Italy which had become a microcosm of the wider Cold War conflict.
Ideological and strategic imperatives dictated that the United States must retain Italy
within the western sphere, but the principal challenge to this objective was of a
political kind, resting as it did with the Communist-Socialist Popular Front or People's
Bloc.! In response, the Truman administration utilised political instruments to combat
the threat, and in the process gave official authorisation for the CIA to conduct a full-
scale covert operation for the first time. The agency's Italian campaign was to stand
' out as a model of how psychological warfare, when integrated with more overt
“ American programmes, could be deployed to great effect.

‘\From Washington's perspective, Italy's centre-right Christian Democratic party (DC)
| had to prevail in the country's national elections of April 1948. A victory at the ballot
box for the radical-left would have severely undermined wider American efforts to
reshape Western Europe in a democratic mould and in Truman's estimation would
have raised the potential for "the iron curtain to [advance as far as] Bordeaux, Calais,
Antwerp, and The Hague."? The fears that the president articulated exaggerated the
threat posed by the Popular Front and overestimated the intentions not to mention the
capabilities of the Soviet Union. Nevertheless, his concerns reflected the mood of the
times and were highlighted in greater detail at the Anglo-American "Pentagon Talks"
during October and November of 1947.

Here allied military planners took cognisance of the fact that [taly's position in the
Mediterranean meant that the country was of enormous strategic value, for it
dominated the Near East and flanked the Balkans (see appendix 1). Consequently, the
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security of the entire region would be greatly endangered if the People's Bloc were to
win power and allow the Russians to take control. Equally crucial was the offensive
imperative, for Italy was of key value as a forward base for eastward air strikes should
war come.? It was with these geopolitical concerns in mind that covert action emerged
in late 1947 and 1948 as "a logical and at the time commendable extension of the
policy of containment."* Under such conditions the CIA mounted its first officially-
sanctioned clandestine operation and in the process played an integral part in making
certain that Italy was retained and secured as a European strongpoint.

THE ITALIAN POLITICAL LANDSCAPE 1945-1947: A CASE OF CONTINUOUS POLARISATION.

Historian Piero Barucci characterised the years from April 1945 to May 1947 as an
| "heroic period" in Italian history:> a short interval when real opportunities presented
| themselves for the reconstruction of a country that had become bitterly accustomed to
two decades of ramshackle, corrupt Fascist dictatorship, and five years of war.¢ These
opportunities went largely unrealised, however, and the political development of Italy
in the aftermath of World War II was a story of steady polarisation, fuelled by short-
sighted economic policies which benefited the rich quatro partito, alienated the poor,
and led to an increase in support for the parties of the far-left — notably the
Communists.

The postwar reconstruction of Italy was, even at the most optimistic of estimates, a
formidable task that depended on: (1) the economic reconstruction of the country
through the restoration of production and the stabilisation of the internal monetary
situation; (2) the promotion of social stability, most especially through the rectification

3*The American Paper," (Memo. for the Pentagon Talks of 1947), FRUS /1947. Vol 5:575. The
strategic dimension of holding Italy was instrumental in the NSC's decision of February 1948 10
escalate the already proactive American involvement in ltalian election campaign. See NSC 1/2, FRUS
1948, Vol.3: 765-769 and Jeffreys-Jones, CIA and American Democracy, p.50.

4Ma.ry McAuliffe address to conference entitled "The Origins and Development of the CIA in the
Administration of Harry S Truman," 17 March 1994, p.7, HSTL.

PJohn Lamberton Harper, America and the Reconstruction of Italy, 1945-1948 (Cambridge, 1986),
p.4.

bDavid Hine, Governing Italy: The Politics of Bargained Pluralism (Oxford, 1993), pp.16-24.
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of the longstanding disequilibrium between the relatively advanced north, and the rural
and politically-backward south, and (3) the establishment of a parliamentary
democracy.” By any measure, the realisation of these closely interconnected
objectives could only occur after elections for a constitutional assembly and the
resolution of the institutional question, which was rectified in June 1946 when a
majority of the electorate rejected the monarchy and voted for Italy to become a
republic.

From the final months of the war Italy had been led by a disparate and unstable

coalition of resistance groupings appointed by the allies, and inherent instability

continued to pervade Italian political life after the Constitutional Assembly elections.?

In reflecting the electoral balance, the government formed by Alcide De Gasperi,
- leader of the Christian Democrats, in July 1946 included Communists and Socialists in
| several of its ministries. This was despite the fact that the Popular Front — an alliance
| of the Communist and Socialist parties (PCI and PSIUP) — was vehemently opposed to,
if not all of the DC's policies then certainly those that it introduced to remedy the
country's economic malaise.®

During the middle to latter months of 1946 De Gasperi appointed two successive
Treasury Ministers, Epicarmo Corbino and Luigi Einaudi, who took markedly different
approaches to tackling Italy's economic difficulties. An orthodox liberal, Corbino was
appointed in July 1946 and implemented laissez faire policies which failed, leading to
his resignation and replacement by Einaudi the following September. Einaudi's
implementation of a deflationary economic strategy proved, if anything, even more
negative in that it slowed down production, increased unemployment, and created a
recession. !0

The strategies adopted by Corbino and Einaudi acted as a crucial dynamic in dividing
Italian society, for the cumulative hardships that these policies brought caused growing
numbers of alienated workers to look to the protection of, and identify more closely

7Harper, America and the Reconstruction of Italy, p.20, pp.3-4.

8James E. Miller, The United States and Italy, 1940-1950: The Politics of Diplomacy and
Stabilization (Chapel Hill and London, 1986), pp.154-159.

9James E. Miller, "Taking Off the Gloves: The United States and the ltalian Elections of 1948 "
Diplomatic History 6(Winter 1983): 35-35, at 37.

J'OHarper, America and the Reconstruction of Italy, pp.88-91, pp.122-139.
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with, the Communist party. In response, the PCI used its position in government and,
more importantly, its dominant role in the Confederazione Generale Italiana del
Lavoro (CGIL) — which was established in 1944 and incorporated all three mass
parties — to fight for measures directed at creating a positive reputation for the
Communists as defenders of working class interests.!! The upshot was that PCl
membership mushroomed from a reputed 500 thousand in 1944 to 1.6 million in 1946
and 1.8 million the following year.!2

The growing strength of the left was reflected in the municipal elections of November
1946, which resulted in a considerable fall in support for the DC, and led to an
- imtensification of calls from the right for the expulsion of the Popular Front from
government. De Gasperi delayed following such a course for several reasons,
however, the most prominent of which related to the general strategy being pursued by
the PCL13

Neither the Communist leadership nor its Socialist counterpart saw a revolutionary
situation as existing in Italy. The decision to act jointly through the Popular Front had
much to do with a shared perception that it was division on the left which had allowed
Mussolini to take power, and therefore had more to do with the lessons of the past than
with plans for the future. Italian Communist leader Palmiro Togliatti's objective was,
to use his own words, aimed at opening the way for "a gradual transition to progressive
democracy,” and he took an essentially moderate stance on most of the questions that
confronted him.!* Most significantly, Togliatti and Socialist leader Pietro Nenni
accepted Chnistian Democrat demands that the Constitutional Assembly have the
limited function of drafting a new constitution — completed in January 1948 — rather
than act as a parliament with full legislative powers, which was what the PCI and

1Donaid L.M. Blackmer, "Continuity and Change in Postwar Italian Communm,” in Donald
Blackmer and Sidney Tarrow (ed.), Communism in ltaly and France (New York, 1977), pp.37-38.
12 Atfonso Passigh, Patterns of Political Participation in Italy (New Haven, 1970), p.110.

31van M. Lombardo, OH 423, pp.9-10, HSTL, Ronald L. Filippelli, American Labor and Postwar
[taly: A Study in Cold War Politics (Palo Alto, California, 1989) pp.70-71, p.80.

14paimiro Togliatti, On Gramsci and Other Writings — edited by Donald Sassoon (London, 1979),
pp.31-32.
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PSIUP had initially argued for.!s The left thus acquiesced to allowing De Gasperi to
rule by decree.

In many respects, then, De Gasperi believed the Communists and Socialists to be less
threatening in government than outside of it. At the same time, the Italian premier was
also well aware of the need to expel the left from his coalition, but he was extremely
alert to the fact that such a move needed to be executed with impeccable timing. To
have acted before a peace treaty had been settled would have amounted to an open
invitation for the Soviet Union to impose stringent terms on Italy. De Gasperi was
thus precluded from moving before February 1947.!6 The DC leader, moreover,
needed to be confident of securing the necessary input of American economic aid and
political commitment to enable him to cope with the inevitable backlash that the
expulsion of the left would bring. Though an Export-Import loan obtained through a
visit by De Gasperi to the United States in January 1947 was encouraging, it was not
sufficient to force the Italian's hand. Nor was the defection of Giuseppe Saragat's
rightward leaning Socialists from the PSIUP camp during the same month.'?

Only after the Truman Doctrine speech and, more importantly, the announcement of
State Department intentions to investigate "the needs for the immediate and longer run
stabilisation of the Italian economy"” did De Gasperi see conditions as being ripe.'8 He
therefore expelled the Communists and Socialists in May 1947: a case of fortunate
timing, for in acting a month before Marshall's Harvard speech which articulated
Washington's intentions to initiate the ERP, the Italian premier limited the potential for
the left to label him as an American puppet.!®

15j0an Barth Urban, Moscow and the Italian Communist Party: From Togliatti to Berlinguer
(London, 1986), pp.19-22.

16Lombardo, OH 423, pp.10-11, HSTL (Lombardo was a key member of the ltalian delegation at the
peace treaty negotiations); Norman Kogan, 4 Political History of Italy: The Postwar Years (New York,
1983), p.41.

17Secr. of State to Acting Secr of State, 9 Dec. 1946, FRUS 1947 Vol.3: 837-843: De Gaspcri to
Truman, 8 Jan, 1947, ibid: 851-852. In January 1947 Saragat founded the Italian Socialist Labour
Party (hereafter referred to as the Social Democrats or PSLI). At this juncture the Italian Socialist Party
of Proletarian Unity (PSIUP) changed its name to the Italian Soctalist Party (PSI).

18K ennan Telegram to US Embassy in Rome, 25 April 1947, ibid: 846-847.

19Marshall's radio announcement, U.S. Department of State, Department of State Bulletin 1947,
Vol.19 (11 May 1947): 919-924 (hereafter cited as DSB); Lombardo, OH 423, pp.11-12, HSTL.
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More significantly than thwarting Togliatti's ambitions, the termination of PCI
participation in government signalled a failure of Soviet designs. Stalin's broader
European objectives were governed, in brief, by an overriding desire to secure the
Soviet Union's position in the East and minimise threats from the West. The presence
of the Italian Communist party cooperating in a coalition of national unity and
displaying moderation greatly assisted these objectives, for it encouraged the
perception that Western Europe had nothing to fear from the left.20 Innocence by
association of this kind in turn heightened the prospect of a speedy and complete
American disengagement from Europe, the fulfilment of which stood at the head of
Stalin's wish-list. Togliatti was, it is true, repudiated at the formation of the Cominform
in September 1947, for the "opportunism of conciliation” inherent in his policies.
Nevertheless, until the previous May the PCI leader's strategy received Stalin's blessing
and harmonised perfectly with Russian objectives.2!

The situation changed fundamentally after May and especially June 1947, for the
announcement of the Marshall Plan signalled a Europe-wide ideological division, and
the PCI henceforth had to take a stance that would complement a more belligerent
Soviet line. The same criteria would have applied even if the May expulsion had not
occurred, for Communist parties outside of the Russian sphere became stigmatised by
the United States and the western allies to whom Marshall had pledged support
through the ERP.22 The corollary was that the continuation of the PCI in government
would simply have been incompatible with Italian receipt of American aid after this
point.

With the Communists deploying their power over the CGIL to call political strikes
throughout the autumn and winter of 1947, in defiance of the De Gasperi government,
Italy had become a theatre of superpower conflict. The fault lines dividing Italian
society now widened to the point where some in the Truman administration feared the
possibility of insurrection. Though privately De Gasperi did not share these fears, he
certainly exploited them, hoping that such a ploy would attract more American aid.?

20Blackmer, "Continuity and Change," pp.40-45.

21Urban, Moscow and the Italian Communist Party, p.221.

22George Elsey, OH 128, Vol.2, pp.363-364, HSTL.

23PPS/13, "Resume on the World Situation,”" 6 Nov. 1947, FRUS 1947 Vol.1: 771, Harper, America
pind the Reconstruction of Italy, p.149.
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The United States thus raised its profile and prepared to take a still more active role in
Italian affairs.

TRUMAN'S POLICY IN ITALY, 1946 TO LATE 1947

The rise of the Italian left was the cause of growing concern for the United States. The
Truman administration deduced from Togliatti's duplicity in taking a moderate line as
Minister of Justice while simultaneously resorting to inflammatory rhetoric to organise
strikes against government inaction from the summer of 1946, that the PCI was
something of a fifth column. Industrial action of this kind, American policymakers
feared, pointed the way towards a revolution that could detach Italy from the western
sphere.2* Washington understood, moreover, that the surest way to diminish the appeal
of Popular Front was to ameliorate Italy's difficult economic conditions through the
input of American aid. However, the scale of economic assistance necessary to
remedy Italy's plight was not forthcoming up to mid-1947, largely because a fiscally
conservative Congress tied Truman's hands.?

A major revision in the American position took place after April 1947 when Marshall
returned from the Council of Foreign Ministers conference in Moscow having failed to
reach any agreement with the Soviet Union on the question of Germany. This was a
defining moment in postwar history, for it was at this juncture that American plans for
integrating German economic recovery with that of Western Europe as a whole were
set in motion. From the late summer of 1947 concerns grew in Washington that the
focus of the Cold War had moved from Germany to Italy. Temporary American
intervention in Italian affairs was now deemed necessary to ensure that De Gasperi's
government survived the critical months until Marshall Aid became available and took
effect.26

The logic that informed the Truman administration during the critical autumn months
of 1947, then, placed developments in Italy within the context of wider European

24Harper, America and the Reconstruction of Italy, p.111.

25Minutes of the Fifteenth Meeting of the National Advisory Council on International Monetary and
Financial Problems, FRUS 1946, Vol.5: 894-897.

26Miller, US and Italy, pp.227-238.
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policy. Kennan's Policy Planning Staff, which had been established in the State
Department during the previous April, forecast that Moscow would orchestrate a
comprehensive effort to derail the ERP. Possible Soviet moves that the PPS predicted
were: (1) a tightening of the Russian grip over Eastern Europe; (2) a clampdown in
Czechoslovakia; and (3) resort to civil war by the French Communist party and the
PCI once allied troops had withdrawn from Italy, which under peace treaty provisions
was scheduled for 5 December 1947. The fact that the People's Bloc actually was
engineering a campaign of strikes and social agitation throughout the latter months of
1947 gave this analysis added resonance. Washington interpreted Togliatti's actions as
following assiduously the tactics that the Kremlin prescribed.?’

Taking cognizance of all of these factors and earlier PPS recommendations for
‘strengthem'ng De Gasperi's position and countering the Popular Front, Truman
approved the first directive to be issued by the National Security Council, NSC 1/1,
-on 24 November 1947. While it was subjected to two revisions according to changes
in Jtaly itself and wider Cold War developments during early 1948, NSC 1/1 prowvided
the basic analyses and guidelines on which Washington's overall programme for
countering the far-left in Italy was based. Advocating American deployment of all
practicable means possible to shore up De Gasperi, the Truman administration
directed that overt measures such as "an effective U.S. information program,” be used
in conjunction with the injection of "unvouchered funds" into the anticommunist
effort and the deployment of a clandestine information/disinformation campaign.2¢ [t
was to meet with this requirement that the president authorised NSC 4/A on 14
December 1947, placing responsibility for psychological warfare with the CIA.

What must be understood, however, is that covert action played a relatively limited
role in securing De Gasperi's electoral victory in 1948. It was not, for instance, until
the approval of NSC 1/3 in March 1948 — much of which remains classified — that
explicit authorisation for covert funding of the Christian Democrats and the PSLI was
granted. The CIA's psychological warfare and political funding programme can

27PPS/13, "Resume of the World Situation," 6 Nov. 1947, FRUS 1947, Vol.1:770-777: Memo. from
Hillenkoetter to Truman, "Significance of the Establishment of the Communist Information Bureau,"

10 October 1947, Memos. for the President and the DCI, 1947 folder (20f 2), box 254, PSF, Truman
Papers, HSTL.

28NSC 1/1, "Concern of the United States for the Safeguarding of the Territorial Integrity and Internal
Security of Italy," 14 November 1947, FRUS 1948, Vol.3: 724-726.
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therefore only be placed in context by first examining the larger overt strategy it was
designed to complement.?®

OVERT AND ACTIVIST: ANTICOMMUNIST CAMPAIGNING AMERICAN STYLE

The overt campaign pursued by the United States in the run-up to the Italian elections
hinged on the achievement of two basic objectives. The first was focused on
optimising the strength and appeal of the democratic anticommunist parties and
convincing the Italian electorate that the choice it faced in April 1948 was an
ideological one in which the only option was to vote in a way that secured the
country's future within the western bloc. Closely mirroring this aim was the second
element of the American programme. This was directed at alerting the Italian
populace to the dangers of voting for the far-left, and at sowing discord both between
the Soviet Union and the PCI-PSI alliance and also within the People's Bloc itself.
Crucial to the overall American strategy was the portrayal of the United States as
patron, friend, and guarantor of Italian democracy, and the Truman administration
was dextrous in its application of all means at its disposal to ensure that its message
struck home to maximum effect.

The most visibly deployed instrument in Washington's containment arsenal during the
Italian campaign was economic aid. On 17 December 1947 Truman signed an interim
aid package which, in essence, was a short-term palliative aimed at injecting essential
raw materials and foodstuffs into the Italian economy, thereby diminishing the
incentive for the man in the street to vote Communist.3® The economic instrument did
not operate in isolation, however. It was complemented by a second strand in the
Truman administration's Italian programme, namely the use of the United States
military presence in the Mediterranean region to signal American resolve to retain
Italy within the western sphere and so influence Stalin into placing constraints on PCI
action.3! When American troops finally withdrew from Italy on 14 December 1947,
for example, the United States mounted air and naval manoeuvres in the Adratic and

29ibid; NSC 1/3, "The Position of the United States with Respect to ltaly," FRUS 1948 Vol.3: 775-
771.
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the Mediterranean. This demonstration of military power backed up a public
proclamation by the State Department, issued the same day, that Washington would
not allow Italian democracy to be overthrown by force. The fact that the violence and
disruption in Italy waned considerably after this point suggests that this tactic
achieved its desired effect on the Soviet Union and the PCI.32

An additional plank in the American strategy saw Washington work to forge the
principal noncommunist forces in Italy into a coalescent alliance. In November 1947
the United States exerted pressure on the Italian Republican party and the PSLI to join
the Chrishian Democrat-led coalition. The inclusion of these moderate groupings in
government freed De Gasperi from the need to rely on the neofascist parties.>*> This
was of great benefit to the Italian premier, for it permitted him to construct a
campaign platform which hinged on portraying the political future of Italy as resting
on a straight choice between freedom and totalitarnanism. Such an approach would
simply not have been credible if De Gasperi had continued to rely on the support of
the far-right.

If De Gasperi and his American allies presented the options open to Italians in a
secular light, then the Catholic church provided a religious dimension to the issue.
From September 1947 Vatican spokesmen played on the consciences of religiously-
inclined Italians whose political sympathies tended towards the Popular Front, by
stating that it was impossible to belong to the Communist party and remain a member
of the church. [talians simply had to choose between atheism and Christianity. Given
the traditions of the country, this was a powerful message that carried damaging
consequences for the prospects of the radical-leftt The Vatican's tactics were,
moreover, closely coordinated with those of the United States. When, for instance, a
minority among the Catholic clergy dissented from the church's political line, the
Vatican, at American instigation, prevented these priests from making their support
for the PCI-PSI public, thereby keeping this element of the overall anticommunist
strategy airtight.34

Creating division within the Socialist party itself and between the PSI and PCI was a
further American objective. The assumption was that the Cominform placed Togliatti

32Miller, US and Italy, pp.-241-242
33ibid, p.236-237.
34ibid, p.237, p.244.
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in an untenable position, for it caused fissures in the ranks of the Socialists and
diminished the potential for future collaboration between the two parties. The
American line, then, was not to do anything that intruded on private grief. The
decision of the PSI and PCI in December 1947 to fight the election as a single entity,
however, signalled that this approach had backfired.3s

Despite the efforts of the United States, the Christian Democrats, and the Vatican, the
far-left was gaining considerable ground during January and February 1948 by
playing on the country's economic difficulties and arguing that Italy was in danger of
becoming an American satellite state. Indeed, the United States Ambassador in
Rome, James C. Dunn, maintained that Togliatti and Nenni were refraining from
revolution because they expected to win a political triumph in April, and the victory
of the left in local government elections at Pescara on 17 February was widely
interpreted as a precursor to the national vote.3¢ A complete reversal of De Gasperi's
fortunes took place on the very day that the Pescara result was announced, however,
for it was at this point that a crisls began in Czechoslovakia which prepared the way
for a Communist coup in that country seven days later.3” Though on the swface the
Czech coup intensified the Cold War, it afforded Truman the ideal opportunity to
increase domestic support for the Marshall Plan and signal, in his war scare speech,
exactly where the demarcation lines between the American and Soviet spheres of
influence in Europe lay. This had a profound effect on the situation in Italy .38

The revision of American strategy outlined in NSC 1/2, which was issued on 20
February 1948, presented the United States as facing two very unwelcome prospects
in Italy. On the one hand, the People's Bloc could win power by popular suffrage.
This was the worst case scenario since it would mark the first real extension of Soviet
territorial control since 1945, and it would be done by legal procedure. On the other
hand, De Gasperi could win the election but face insurrection and possibly civil war.
This was actually seen by Kennan as preferable to a bloodless Communist electoral
victory.3?

35Dunn to Marshall, 21 Jan. 1948, FRUS 1948 Vol.3: 819-822.
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Once the coup in Czechoslovakia was completed, however, Truman's room for
manoeuvre was greatly increased. He could now claim that Italy was succumbing to
the same type of subversion that had delivered Czechoslovakia into Sowviet hands, and
thereby justify American military intervention to bolster De Gasperi. Should Stalin
have been intent on supporting the PCI to the full he would have needed to
contemplate war, which was simply not worth the risk.

With the authorisation of NSC 1/3 on 8 March 1948 the Truman administration
intensified, and added a number of elements to, its overall strategy in Italy *® From
this juncture the United States began to make diplomatic moves in close collaboration
with Britain and France to demonstrate that it was the western powers and not the
Soviet Union which acted in Italy's best interests. Two joint statements issued by the
allies in March 1948 were illustrative of this tactic at work. The first pledged the
eventual return of Trieste to Italy and the second urged Italian membership of the
United Nations.*!

Both of these proposals put the Soviet Union in a difficult position. Russian support
for the return of Trieste to Italy would upset the Yugoslavs, but by opposing the
Italian claim shortly before the election, Stalin would severely damage Togliatti's
chances of success. Equally perplexing was the issue of United Nations membership.
The Russians had consistently refused to contemplate [talian admission to the UN
without simultaneous consideration being given to other former enemy states, notably
Bulgaria and Rumania. In the final analysis the balance of Soviet interests weighed in
favour of opposing Italian and allied wishes on both counts. In the process Stalin
enhanced, albeit reluctantly, the prospects of De Gasperi, whose campaign was
already gathering near unstoppable momentum as a result of the Czech coup.4

As the election drew closer the United States continued to utilise both incentives and
inducements in order to persuade Italians to follow an anticommunist line. A second
interim aid package was, for instance, passed swiftly by Congress as a visible display
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.

of American good faith, and more importantly to ensure that the economic instrument
of containment remained firmly in place. At the same time, Marshall went so far as to
- announce that the United States would cut off ERP funds to Italy in the event of a
- Communist victory.43

. To complete the overall assault on the hearts and minds of the Italian public, the
" Truman administration made full use of the Italy lobby. Amongst the array of
initiatives launched from this quarter was the dispatch of gifts and letters from the
United States to Italy. Here the emphasis was placed on the close personal links
| between the two countries, the threat posed by communism generally, and the
| perilous consequences that would accompany a victory by the Popular Front.
Alarmist as they were, these tactics struck "with the force of lightning."+ No shades
of grey were evident in the western media campaign, the Christian Democrats'
electoral platform, or the pronouncements of Pope Pius XII. The choice was between
freedom and totalitarianism, between atheism and Christianity; and the Czech coup
stood as a clear reminder of where Italian loyalties should be directed in what had
essentially become a referendum on communism.

The Christian Democrats emerged from the election of 18-19 April 1948 with 48.5
percent of the vote and an absolute majority in parliament (see appendix 2). Open
and extensive intervention by the United States had played a pivotal role in bringing
this about. What was not apparent at the time, however, was that De Gasperi's cause
had also been advanced by a covert counterpart that paralleled the outward support
that Washington provided.*s

THE METHODOLOGY OF DEFENSIVE COVERT INTERVENTION: THE ITALIAN MODEL

The CIA's Italian campaign was initiated with the authorisation of NSC 4/A and is
recorded as having been the agency's first official covert action venture.*¢ It was

43Miller, Taking "Off the Gloves," 35-55; DSB, 21 (28 March 1948): 424.
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mounted with little time to spare and it demonstrated the efficacy of the "silent
option" in the climate of what was now the Cold War. What contributed to the
programme's success was that James Jesus Angleton, who was head of all SSU/OSO
operations in Italy from December 1945 to November 1947 and who before that
served as X-2's chieftain in the country, had been working consistently against the
PCI and its allies for well over two years prior to the DC's victory. Together with his
principal assistant, Raymond Rocca, Angleton achieved an intricate understanding of,
and influence over, Italian political life.4” In the process he established the necessary
channels of intervention through which the CIA was able to act quickly and
effectively in support of De Gasperi in 1948.

To understand the James Angleton of 1945 to 1948 is to put aside the depiction of
‘ him in Tom Mangold's biography: the portrayal of Angleton as the ideologically-
driven CIA counterintelligence supremo from the 1950s to the early 1970s who, in
reaction to the discovery of the Philby betrayal, raised unfounded suspicions about
Soviet penetration of the agency which damaged its confidence and standing, and led
ultimately to his own dismissal.#® Described by William Quinn as "the finest
counterespionage officer the United States has ever produced,” Angleton was awarded
the Legion of Merit for his service in the OSS during World War [[.4 As the war
against Hitler was ending, however, Angleton targeted his attentions on new enemies,
most specifically Italy's "nascent Communist networks." Despite the enormous
global-political changes that were occurring at the time it was, in effect, a case of
business as usual for the X-2 chief and his colleagues.s°

Italy's security forces were reorganised under the partial supervision of the OSS after
1944 and were mandated to put their organisational resources at the disposal of the
allied occupation forces until 1946.5' While close intelligence liaison continued
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between the United States and Italy before and indeed long after this point, the latter
country's five intelligence services developed their own political and professional
agendas, and Angleton saw it as being in American interests to monitor their
activities. In the pursuit of this objective he cultivated an informant inside of Italian
Naval Intelligence codenamed SAILOR, who revealed details of meetings between the
Italian and Soviet intelligence services and, in the autumn of 1945, turned over files
detailing his meetings with a Russian operative in Istanbul. The prospect of an
American penetration of Soviet intelligence was thus enhanced.3?

The SSU/OSO Rome station utilised penetration tactics such as this in conjunction
with official liaison arrangements. During early 1945, for instance, Angleton received
a series of reports from the Italian Servio Informazio Segreta (SIS), which centred on
the dangerous potential for a communist insurgency in Italy. The following year
Italian Naval Intelligence's cryptographic service provided him with a partial
reconstruction of a Yugoslav cipher. The SSU/OSO's ability to decode messages sent
by the Russians to their field agents in Italy and elsewhere in the Mediterranean was
consequently increased. More generally, Italy's intelligence services had long
experience of working against their Soviet counterparts and shared information with
the CIG/CIA on cases going back long before the war. Taken together, these
activities and arrangements proved instrumental in enabling the OSO to piece together
a composite picture of the far-left in Italy and the threat that it posed.s?

Angleton, then, "knew his parish extremely well." He was, moreover, reported to
have been prepared to go beyond his brief and act on the information he received long
before official sanction was granted for the CIA to conduct covert psychological
warfare. He is alleged, for example, to have filled the coffers of the Rome Daily
American, a pro-De Gasperi English language newspaper founded in 194654
Entertaining few scruples, he also sought to recruit ex-fascists such as Lieutenant
Colonel Antonio Pignatelli and his wife Maria to the anticommunist cause. The
Pignatellis had been double agents during the war, betraying OSS operations to the
Axis powers. They were arrested but no proceedings were brought against them,
largely because Antonio Pignatelli had organised a political intelligence network in

32Naftali, "ARTIFICE," pp.224-230.
33ibid, pp.220-227.
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southern Italy which Angleton sought to revamp as an SSU asset and use against the
communist underground. s

The recruitment of ex-fascists and Nazis by the CIA became commonplace once
responsibility for covert action had passed to the control of the OPC and will be
discussed at greater length in the next chapter. In regard to early operations in Italy,
Pignatelli appears not to have been the only former enemy that the CIG/CIA toyed
with using. The Washington Post reported in January 1947 that Lieutenant General
Renzo Montagna, chief of the Fascist Republican Police and once named as
Mussolini's successor, had been permitted to "escape quietly” from allied custody by
"a senior intelligence officer" and was then helped by "influential friends to establish
a new identity."*¢ No record exists of high level former enemies of this kind playing
any role in American efforts to counter the People's Bloc. The fact that such
contingencies may have been considered, however, underlined the necessity for any
clandestine initiative orchestrated by the United States to be concealed. In this
respect, the CIG/CIA was able to draw on the labyrinthine system of contacts that had
been set up during the war by the OSS.

The most notable precedent of wartime cooperation to be continued after the cessation
of hostilities was the near-symbiotic relationship that existed between elements of
America's intelligence community and the country's two major labour organisations —
the American Federation of Labor (AFL) and the Congress of Industrial Organizations
(CIO). The OSS, for instance, provided the necessary channels for the AFL to fund its
Europe-wide antifascist network, which in turn benefited the allied war effort.5? Even
before hostilities had ended, the AFL was, at its 1944 convention, giving unambiguous
expression to the view that the Soviet Union had already displaced Nazi Germany as
democracy's primary adversary. To counter the perceived Russian threat, the AFL
transferred control of its European contacts, the preponderance of whom were
anticommunists as well as antifascists, to a new body - the Free Trade Union
Committee (FTUC). Under the direction of Jay Lovestone, one-time leader of the

55Anthony Cave Brown, Treason in the Blood: H. St. John Philby, Kim Philby, and the Spy Case of
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United States Communist Party and convert to the anti-Stalinist cause since the 1930s,
the FTUC sought to combat the spread of communism and ensure that ideological
kinsmen of the AFL in the European union movement were installed in positions of
prominence in the postwar order.s8

In taking such an approach, the AFL differed fundamentally from the American
government's early postwar policy of promoting unity among the wartime allies. Yet
there is some evidence of OSS-AFL cooperation being carried over to peacetime. For
example, Serafino Romualdi, who was at the same time a representative of the
International Ladies Garment Workers Union (ILGWU) and an OSS major, channelled
" AFL financial contributions into Italy until autumn 1945. The objective was to
| "strengthen the Socialist forces at the expense of the Communists." Though Luigi
\Antonini, the founder of the Italian American Labor Council (IALC), demanded that
such activities be conducted openly, Romualdi maintained that union funding of this
kind was a clandestine operation which, if exposed, would herald unwelcome political
repercussions for the United States government.’® Regardless of Washington's outward
displays of support for Italy's united front governments during the final stages of the
war and the immediate postwar pertod, then, American policymakers were eager to
fracture the Popular Front and worked covertly, making full use of the labour unions in
the hoped-for achievement of this goal.

Despite the absence of specific detail, a number of indicators suggest that the
American intelligence services continued to collaborate closely with the FTUC in Italy
between late 1945 and early 1947. To begin with, the State Department dispatched
labour attachés to America's major European embassies from early 1945 onwards, and
upgraded the programme to correspond to developments in the Cold War. The
election of these labour attachés was carefully vetted by Lovestone and his colleague
ing Brown, the AFL's full-time representative in Europe, to ensure that candidates
ith an understanding of the FTUC's operating criteria were appointed.s® The point is

that Lovestone and Brown applied semiconspiratorial tactics in their management of
the FTUC. They also enjoyed a close and enduring relationship, particularly with
fellow practitioner of the covert arts, James Angleton, and more generally with an

8Romero, US and the European Trade Union Movement, pp.14-15.
9Filippelli, American Labor and Postwar ltaly, p.38-40, p.65.
ORomero, US and the European Trade Unfon Movement, pp.50-51
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American intelligence community which has been characterised as being more
"fantastical and Byzantine" than any of its rivals.6!

The interests of the Truman administration stood to be advanced by continued
cooperation between the AFL, the State Department, and the CIG/CIA and its
predecessors. Assistant Secretary of State for Economic Affairs William Clayton
maintained that the United States should forward "political loans" to buoy up its allies
in Italy from as early as March 1946. Great discretion and secrecy would have been
essential in the pursuit of such a course, however, not least because Commerce
Secretary Wallace was vocal in his objections to administration efforts to influence
| foreign elections.5?

Under these circumstances Lovestone and Brown stood as ideal conduits through
which American objectives could be achieved quietly. Certainly, Brown was working
closely with the Rome embassy in conveying funds to Italy's anticommunist forces
from early 1946, when the Truman administration and the AFL first began to converge
in their policies towards the Soviet Union and communism generally. The initial
objective was to split the PCI-PSIUP alliance. After this tactic had failed and the
Popular Front pact was renewed in October 1946, a two-pronged strategy was
deployed aimed at fracturing the Socialist party itself and simultaneously strengthening
the position of the Christian Democrats.53

The CIA and its predecessors also benefited from the close ties they enjoyed with the
Italian business community. Indeed, James Angleton's father, Hugh, was the owner of
the Italian franchise of National Cash Register (NCR) and had been president of the
Italian Chamber of Commerce before the war. He had, moreover, established an
unofficial American espionage network between 1939 and 1941, using the factories
that NCR had dotted around Europe as listening posts and drawing on well-placed
contacts in Italian business and in the country's Masonic Order, which had been

anned but was still functioning in secret, for information. Recruited to the OSS
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during the war, Hugh returned to Italy when hostilities ended to build on his few
remaining assets.%

James Angleton was, in fact, to have joined NCR after World War 1l rather than
remain in intelligence. There was, however, a convergence of interests where the
Angletons were concerned. The son's efforts, through the SSU/OSO, to prevent the
delicate political equilibrium in Italy from collapsing into revolution benefited the
father in his efforts to reconstitute his business. For his part, Hugh had first-hand
experience of the workings of the intelligence community himself, and being closely
connected with an Italian business fraternity which, for the most part, shared his
anticommunist views, was in an opportune position to canvass support for his son.6
The OSO's station chief in Italy could therefore have encountered few problems in
securing contacts and resources over and above those which were provided by the
United States government.

In seeking expeditious liaison between private enterprise and the SSU/OSO, James
Angleton was advancing his own programme, much of which still remains classified,
and obtaining a necessary cloak of plausible deniability when the need arose. An
additional and fundamental task of the intelligence services was, however, being
performed here. In short, Angleton was in a perfect vantage point to observe the
activities of the Italian and American business communities and if necessary to ensure
that any propensity they had to engage in independent anticommunist action did not
become counterproductive and rebound negatively on the United States. A particularly
acute requirement, this was brought to Truman's attention within a week of the Italian
elections. Hillenkoetter warned of increasing "incidents involving the clandestine
transport of munitions" by "irresponsible privately-owned U.S. aircraft and U.S.
unscheduled airlines” to areas of "extreme political sensitivity such as Northern Italy
and Palestine." These activities could have only "unfavorable effects on U.S. national
security,” by increasing the potential strength of the PCI, "particularly in Northern
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Italy." The implication was that Washington act to terminate these operations
forthwith.s6

As well as maintaining close links with the labour unions and the Italian and American
business communities, the CIG/CIA worked in close cooperation with the Vatican.
Angleton is reported to have haised on a weekly basis during 1947 with Monsignor
Giovanni Battista Montini, the future Pope Paul VI. The arrangement was that
Angleton furnished Catholic Action, a large tightly managed propaganda organisation
under Vatican control, with money and supplies. In return, Montini provided the OSO
with information and contacts.5’

The question of whether the funds and resources that Angleton supplied came directly
from the United States or were diverted from his contacts in Italian and American
business 1s a matter of speculation. A picture does, however, emerge of Angleton
coordinating, or at least attempting to coordinate, the activities of all of the major
anticommunist elements at work in Italy. The OSO chief's overriding objective was to
diminish the strength and appeal of the far-left, while simultaneously permitting the
United States to pull on the reins when independent anticommunist action became
overzealous.

These activities were endorsed by Vandenberg and his successor. When questioning
the legal parameters of NSC 4/A, Hillenkoetter did not, after all, dispute that he had
the authority to continue with the CIA's media propaganda campaign. Nor was there
any stipulation precluding the agency from playing a coordinating role in order to
maximise the collective effectiveness of all of the key anticommunist actors in Italy.
The point of contention for Hillenkoetter was essentially that nowhere in any of the
legislation that pertained to the CIA was there an unambiguous provision permitting
the agency to fill the coffers of a foreign political party (or parties) with funds from
the American government, in order to influence an election result. To the DCI this
was both unethical and dubious in a legal context, since it constituted direct
interference in the internal affairs of a friendly power 68

66Memo. for the President, the Secretary of State, and the Secretary of Defense, "Clandestine Air
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That the Truman administration chose to override Hillenkoetter's objections,
demonstrates the alarm felt in American government circles about the worsening
political situation in Italy during late 1947 and early 1948. Indeed, the imperative of
mounting an extensive covert action programme was regarded with such urgency that
the NSC is reported never to have met as a group to ponder the merits or demerits of
intervention in Italy: the continuing success of the PCI rendered the issue cut and
dried.®?

During the week following the authorisation of NSC 4/A, the CIA created the Special
Procedures Group to “intervene in the Italian parliamentary elections in order to
prevent the Italian Communist Party from gaining a role in the Italian government."70
Though he had returned to Washington in November 1947 to assist in the OSO's
creation of a Soviet Division, Angleton was placed in charge of the Italian operation
and liaised closely with Rocca throughout the campaign.” The fact that the SPG was
established within, as opposed to outside of, the OSO proved advantageous, for the
logistics of the Italian campaign demanded very close interplay between intelligence
gathering and clandestine action. Some secret intelligence operatives, it is true, feared
involvement in the programme might jeopardise their existing sources and so
distanced themselves from Angleton's activities. The success of the operation,
however, suggests that the SPG was not hindered by the type of intense rivalry that
later plagued the relationship between the OSO and the OPC, and led to the eventual
merger of the two components under General Walter Bedell Smith's directorship in
August 1952.7

With a reported $10 million at its disposal, the SPG mounted what was essentially a
two-pronged plan, the first element of which involved the acquisition then laundering
of funds through suitable conduits to the DC, PSLI, and a number of CIA-controlled
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front organisations. This initially posed a problem, for the SPG had to find the
necessary capital and set the mechanics of the process in motion without arousing the
suspicions of government agencies, notably the Bureau of the Budget. Failure in this
task would have compromised the all-important principle of plausible deniability and
have given rise to searching questions being asked in Congress and elsewhere.”

The solution came with the selection of the Economic Stabilisation Fund as the source
of finance. An anti-inflationary instrument established in part from confiscated Axis
assets, the Economic Stabilisation Fund suited the CIA's purposes in two major ways.
Firstly, it was operated and controlled under the discretionary authority of the
Secretary of the Treasury John W. Snyder, who was permitted to spend its funds
without reporting the details to Congress. Though Snyder was not a member of the
NSC, he was a Truman confidante, which meant that knowledge of the operation
remained confined to a small number of policymakers and officials. More
importantly, the Economic Stabilisation Fund functioned ostensibly to ameliorate
swings in the value of the American dollar and other foreign currencies. It thus
operated i the world of international finance which by nature was, and indeed is, a
very secretive environment. Here, money laundering of the type engaged in by the
CIA could be carried out discreetly with only a very minimal risk of detection.

The actual system operated by the CIA began with $10 million in cash being
withdrawn from the Economic Stabilisation Fund. Following this, the money was
laundered through individual bank accounts, the owners of which donated the funds to
a number of front organisations which either purchased Italian lira or transferred the

oney directly to ClA-controlled assets in Italy.” Much of the SPG's ltalian
peration remains classified, but the identities of the actors involved in the laundering
rocess are to an extent discernible through educated guesswork.

March 1948, for example, the State Department listed a number of American
ultinationals which could be of assistance in obtaining contributions for the
ticommunist cause in Italy and act as private channels for the transfer of money.
ongst these companies was National Cash Register. Also involved was IBM, the
irector of which was Thomas Watson who, it will be remembered, had sought to
stablish a private intelligence organisation between late 1945 and early 1946. Even
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without any associations with the United States intelligence community, these
companies along with others named, such as Standard Oil, General Electric, and Great
Lakes Carbon, had large vested interests in Italy and were therefore prime candidates
for collaboration with the CIA.75

Indeed, the American business community had, like the country’s labour unions,
viewed the Soviet Union as representing a threat to be countered from the end of
World War II. In accordance with this outlook, several major private concerns,
notably the Ford and Rockefeller Foundations, devised clandestine action plans and
recruited personnel from the fields of economics, commerce, academia, and
advertising, many of whom had served in the OSS, to conduct the very type of
democracy-propping exercise that was now called for in Italy. These moves were not,
however, made in isolation. A degree of coordination with the Truman administration
was maintained through the Council on Foreign Relations (CFR), a well-heeled and
highly influential association, located on Park Avenue and composed of the power elite
from both inside and outside of government.’ The CFR served as the principal forum
through which ever closer interaction between public and private sector activities in
the field of covert action was to take place throughout 1947, and several of its most
prominent members, including Forrestal, Donovan, Allen W. Dulles, and Frank G.
Wisner played key roles in securing private finance for the Italian operation.”

Additional light is shed on the SPG's laundering techniques in top secret
correspondence between the American embassy in Italy and the State Department
from 24 February 1948. The document details how funds were being transferred
through Lovestone to a contact in Switzerland, then on to leading PSLI politician
Giuseppe Faravelli in Rome.”® The revival of the PSLI was in fact a State Department
priority, for American policymakers believed that the PCI, by associating itself with
the social and economic reforms required by the peasants and workers, had won the
oyalty of the working class. The only instrument available for undercutting this
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loyalty, so American logic had it, was the PSLL.7”? Thus came the need for a large
infusion of funds into Saragat's party, which since its inception had been largely
ineffective.

With so much money being relayed to so many sources, the CIA introduced a

complicated procedure to make certain that its programme remained legal as well as

secret. To cover the transactions involved in the laundering process, the individuals

concerned were advised to place a three letter/number code on their income tax forms
| alongside their claimed "charitable deduction”, and to keep the amount out of their
income tax liability calculations. Three basic considerations justified this procedure:
(1) it enabled the individuals who assisted the CIA to do so without violating
American tax laws; (2) it gave the CIA an internal audit procedure whereby the
agency could check on the flow of money as it passed through the laundering process;
and (3) by using many individuals to make contributions to a variety of front
organisations, the CIA connection was almost impossible to detect.®0

The second major strand of the Italian covert action programme saw the Truman
administration and the CIA adopt the philosophy of Thomas Pendergast, and
transplant the tactics of the American political machines to Italy. The delivery of
votes was paramount and, to borrow a Pendergast quote, "efficient organisation in
every little ward and precinct”" determined the election.®' In this respect, the SPG's
campaign set a precedent, for William Colby cited his experience in the New York
City Democratic party as being of benefit when he became the CIA's chief of special
operations in Italy, a position he held between 1953 and 1958. Moreover, the hands-
on approach taken by Truman himself during the 1948 campaign, particularly his
emand that Agriculture Secretary Clinton Anderson "get more wheat" delivered to
ssist De Gasperi's electoral fortunes, echoed the traits of the president's old patron.82
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The SPG's game plan proceeded from the premise that providing blanket support for
the Christian Democrats, and for the PSLI wherever it stood, would constitute a
misuse of resources. Thus, on the basis of what CIA intelligence reports gauged to be
the respective strengths and weaknesses of the DC and the PCI, Angleton and Rocca
targeted those seats most likely to give control of the government to De Gasperi. This
approach was to bear fruit in all but two of the two hundred seats selected, and it
depended on the successful application of a number of propaganda techniques.#?

All of the constituencies selected for SPG attention were subjected to campaigns of
black propaganda. Unattributable pamphlets were widely distributed highlighting, for
example, the brutality of the Red Army in Eastern Europe. The ominous picture of
communism generally was reinforced by alarmist stories planted in local and national
newspapers.3 While such techniques may, as Colby has argued, have been of limited
value during the 1950s, the close proximity of the Czech coup to the Italian election
meant that black propaganda of this kind could be utilised to more effect than might
otherwise have been the case.®s In short, a great deal of mileage was to be had from
projecting the Czech scenario to Italy.

While creating a general anticommunist tone for the campaign, Angleton and Rocca
also tailored their strategy to cater for the specific conditions in each of the targeted
constituencies, in order to mobilise the necessary volume of votes at grass roots level.
Here, profiles were assembled on all of the prospective PCI-PSI candidates in the two
hundred selected seats, after which the SPG printed derogatory literature on the
personal and sex lives, past misdemeanours and idiosyncrasies of these Communists
and Socialists.8 The aim was, in brief, to diminish the voter appeal of the far-left. Of
course, this was negative anticommunism which may also have sought, through the
use of forged documents and letters purporting to come from the PCI, to accentuate
ifts within and between the Communist and Socialist parties; rifts which had anyway
ecome more pronounced since Yugoslavia was ejected from the Cominform.87
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However, such activities were not, in the estimation of one future operative, the most
effective means of countering the Communists. Colby maintains that during his
tenure more positive measures, principally the shoring up of party organisation and
operation to ensure, for instance, that the DC and PSLI memberships were well armed
with arguments to debate with their PCI counterparts, had more impact than black
propaganda.®®* The existence of a more positive dimension to the SPG's 1948
programme is in fact implied in an assessment of the situation in Italy by Dunn during
the final run up to the election. American dollars and Vatican-supplied political
~ workers, the ambassador reported, were matching and surpassing the Communists and
' Socialists in grass roots organisation.®® The close and longstanding working
relationship between Angleton and Montini, it would seem, was paying high political
dividends.

Taken as a whole then, the SPG propaganda machine helped to build a perception of
the duplicitous antidemocratic nature of communism generally, and the unsavoury
tendencies and opportunist dispositions of particular PCI and PSI candidates. A
further aspect of this element of the CIA's covert campaign was that it lent weight to
what might be described as the semi-overt propaganda that the United States also
deployed. For example, a mysterious and short-lived organisation known as the
Committee to Aid Democracy in Italy advanced half a million picture postcards to
Italy with graphic portrayals of the country's fate should it fall into communist
hands.®® Grey propaganda of this kind, whatever its source may have been, could be
integrated with, and complemented by, both overt American initiatives, such as the
letter writing campaign, and the disinformation distributed by the CIA.

While the SPG allegedly paid under-the-counter bonuses to voting officials,?' there is
no definite evidence of vote rigging. In a sense, the Czech coup had already built up
sufficient fear in the Italian public by the time that the provisions of NSC 1/2 and
INSC 1/3, which authorised the intensification of Angleton's programme and the wider
American effort, were taking effect. Dunn in fact articulated this in March 1948 92
Hl.ooked at in this context, actual vote rigging was not worth the risk. There were, as
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well, more subtle and airtight ways of maximising anticommunist support, for Italy's
dual citizenship laws permitted thousands of Italian-Americans to vote in the election.
In essence, the Truman administration and the CIA not only transplanted the methods
used to win over the New Deal Coalition to Italy, they also exported New Deal
Coalition votes to help assure the Christian Democrats of victory. The individuals
who volunteered their votes to save the motherland of course sacrificed their
American citizenship under the 1940 Neutrality Act. They were, however, rewarded
with a reinstatement of United States citizenship in 19519 This tactic mirrored
Justice Department warnings that Italians who joined the PCI would be denied
emigration to the United States, and was one more strand in a campaign designed to
secure a vital European strongpoint within the western sphere.?

THE SOVIET VIEWPOINT

The extent of the Soviet Union's commitment, both financially and politically, to the
PCI during the 1948 election is the subject of some contention. Ivan Lombardo,
whose Socialist Unity party was a partner in the De Gasperi coalition, claimed that
the American campaign was "relatively minor compared to (sic) the tremendous
propaganda machinery of the Communists and their allies [who were] supported and
evidently financed by the Russians."?* Christopher Andrew's study is more balanced,
maintaining that Russian involvement was "equally active” to that of the United
States. This, however, flies in the face of Miles Copeland's adage that "in an election
in such-and-such a country, the KGB (NKVD in 1948) backs a candidate, the CIA
backs a candidate, and the CIA candidate wins," primarily because the United States
1ad far greater resources at its disposal.?

#Some of the methods used by the People's Bloc were tinged with more than a hint of
desperation. PCI workers, for instance, travelled incognito to the Abruzzi Mountains
and told illiterate anticommunists that the way to prevent the Popular Front from

I'vinnjng power was to mark a cross against the portrait of Garibaldi: blatantly
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misleading advice given that the People's Bloc was in fact using the famous Italian
patriot as its symbol for the elections.®”” On a more substantive level, the only
evidence of how much was spent came in a survey carried out by the Italian Bureau of
the United Press, which estimated that the anticommunist parties spent seven and a
half times as much as the Communists and Socialists. Indeed, the Christian
Democrats alone were calculated to have spent four times the amount spent by their
leftist political adversaries.® The accuracy of these figures is certainly open to
question. The greater part of the Italian press, after all, opposed the far-left, and the
figures may have been fabricated in an attempt to cause disillusionment among PCl
supporters at the Soviet Union's lack of interest.

What lends more weight to the proposition that whether on a political or financial
level, Russian support for the PCI was dwarfed by the comprehensive backup
provided by the United States to the Chrishan Democrats, is the Soviet Union's
actions. When reports first reached Moscow that the DC was receiving substantial
injections of capital to bolster its electoral prospects, the Soviet leadership was
sceptical. The suspicion was that Russian field personnel, in collusion with the PCI,
were raising the stakes fictitiously in order to get more money out of Moscow. A
senior Russian intelligence official was consequently dispatched to Italy to scrutinise
these claims. His considered appraisal of the situation, however, amounted to a
complete misinterpretation that stood as testament to the effectiveness of the SPG's
campaign. The official mistakenly deduced that, though secret funds already in
excess of $10 million had been made available to De Gaspen, the source of finance
was the Vatican and not the United States. The Soviet leadership subsequently
concluded that they were too far behind the church in the spending race to make any
difference to Togliatti's fortunes, and henceforth provided only token support.®® In
this instance, Stalin's famous Potsdam quote had rebounded. The pope, so the
Russians believed, had more divisions at his disposal than the Soviet leader did.

Further evidence of Soviet apprehension about becoming over-committed in Italy and
provoking an aggressive western backlash was apparent in Stalin's handling of the UN
membership and Trieste issues. The Russian stance in both instances gave the
impression that Stalin: (1) regarded the situation in Italy as being too volatile for
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comfort: (2) feared the ramifications of Anglo-American military intervention in the
event of a Popular Front victory; and (3) sacrificed the Italian Communist party as a
result. Indeed Stalin's quashing of French Communist Party (PCF) plans to instigate
an insurrection to bring down the Fourth Republic in 1947, and his rebuke of Bulgaria
and Yugoslavia during February 1948 for supporting the Greek Communist Party
(KKE) in the civil war that was taking place in that country, might just as easily have
been applied to the situation in Italy. Under no circumstances was the Russian
dictator prepared to allow the Soviet Union to become embroiled in a conflict,
whether it be political or military, that might lead to war with the United States, "the
most powerful state in the world."190

CONCLUSION

The success of the Italian campaign helped to convince America's political elite of the
value of psychological warfare as a tool of containment. A well-coordinated adjunct
of the main thrust of United States foreign policy, the SPG's operation played a key
role in filling the breach and forestalling an extension of communist power in a
strategically-crucial country while the Marshall Plan was being implemented and
taking effect.’! What must be stressed, however, is that Washington regarded the
problems of Italy in a wider regional rather than a purely national context. From the
Truman administration's perspective, the challenge posed by the People's Bloc was: (1)
twinned with Communist-Socialist efforts to undermine democracy in France; (2)
linked with the KKE insurgency in Greece; and (3) part of a much larger threat that
was planned and coordinated by Moscow and aimed at bringing the entire
Mediterranean region under Soviet control.!92 In accordance with this analysis, the
United States deployed political weaponry as an essential backup to economic aid in
all three countries. Thus, while the Italian campaign was the first official covert
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operation authorised by Washington, it was not the only clandestine action programme
to be mounted by the United States in the 1947 to 1948 period.!

The CIA launched a propaganda and funding campaign in France during 1947 which,
being aimed at bolstering the parties of the centre and undermining the radical-left,
closely approximated the Italian operation, though on a smaller scale.'"* A paper
drafted in 1961 by the Kennedy administration, moreover, revealed covert American
involvement in Greece from 1947. United States military advisors were sent to Greece
from April of that year as part of the economic aid mission which followed in the
aftermath of the Truman Doctrine speech. From December 1947, American personnel
were secretly mandated to provide logistical and operational support and were sent into
combat alongside Greek government forces in a mission that broadened rapidly to
incorporate  full-scale American-led counterinsurgency programmes. These
developments were hidden from public and congressional scrutiny but came into force
in early 1948.195 The 1961 report does not make clear whether there was any CIA
involvement in these ventures. Certainly, Greece was listed in a memorandum
outlining the SSU's assets and resources as a country where "extensive semi-covert
operations were taking place under military commanders." This review was dated
January 1946.1% It therefore long predated official American commitment to
Constantine Tsaldaris's regime in Athens, but so too did the estimates of the Kennedy
administration report, which examined United States involvement in Greece "for the
critical years 1946 to 1948," and beyond to the defeat of the KKE at Grammos in
1949 107

What is clear is that by mid-1948, Washington deemed a defensive covert action
capacity, which incorporated paramilitary programmes as well as psychological
warfare, to be necessary for the protection of the interests of the United States.

103For a map of CIA covert operations mounted in Europe during the Truman presidency see appendix
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American policymakers had, furthermore, by this time accepted Kennan's argument
that the United States dispense with any pretence that it was acting out of "high-
minded altruism," in the furtherance of foreign policy objectives.!® Adopting the logic
that the end of countering communism justified the means, the CIA and the military
cavorted with some unsavoury bedfellows in the pursuit of clandestine objectives in
1947 and 1948.

The most obvious example was the recruitment of the Greek Democratic League
(EDES), a right-wing territorial militia that had worked with German occupation forces
during World War I1.'% In its successful effort to break the communist-engineered
general strike in France in December 1947, the CIA is rumoured to have hired
elements of the Corsican Mafia, the wartime exploits of whom were as henchmen for
the Nazis.!'® In Italy, as has been discussed, the CIG/CIA reorganised, and drew on
the resources of, the very security forces that had served Mussolini just a few short
years before. In some instances the agency and its predecessor organisations allowed
war criminals to either evade capture altogether, or to escape from allied custody
almost as quickly as they were caught: all in the hope that these former enemies could
be brought on board in the battle against the Popular Front. Not only was the stage set,
then, for an expansion of covert action as De Gasperi celebrated his victory in April
1948. The trends that would become ever more pronounced in subsequent years were
already beginning to take hold even before the onset of the Berlin blockade and the
decision of the Truman administration to establish the OPC and go onto the
offensive.'!!

108ppg/23, "Review of Current Trends in U.S. Foreign Policy," 24 Feb. 1948, FRUS 1948, Vol. 1
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CHAPTER 3

ONTO THE OFFENSIVE

Fhroughout the second term of Truman's presidency containment remained the
sentrepiece of American foreign and defence policy, but the spread of the Cold War to
Asia and the outbreak of hostilities in Korea led Washington to place ever greater
:mphasis on military instruments to counter the communist threat. This period saw
sontrol of CIA covert operations transferred from the SPG in June 1948 to the Office
)f Policy Coordination — an entirely new body which, though it was housed in the CIA
jor administrative purposes, functioned ostensibly as an independent entity with wide
pperational parameters and little in the way of oversight provisions governing what it
sould and what it could not do (see appendix 3 for an organisation chart of the CIA for
he 1948 to 1950 period).!

t was during the short lifetime of the OPC, 1948 to 1952, that covert action was
stablished as a permanent and well-resourced tool of statecraft, and this arose largely
s a consequence of the very different policy requirements of the Executive. The State
Pepartment, for example, tended to encourage political action and propaganda
ctivities to reinforce its diplomatic objectives. The Defense Department, on the other
jand, requested paramilitary activities to support the Korean War effort. The result
vas that the OPC had to diversify as well as expand, and this in turn created an
nternal dynamic as operatives competed with one another in developing ever more
mbitious projects.?

Lhe expansion of the OPC's organisational and functional scope gathered pace through
hree escalatory stages which were brought about by: (1) the introduction of the 1949
Central Intelligence Act, which made provision for an increase in the CIA's manpower
d funding, and exempted the agency from federal disclosure laws; (2) the
thonisation of NSC 68 in April 1950, which stipulated the need for a non-military
unteroffensive against the Soviet Union; and (3) the onset of the Korean War, which
ovided the impetus for the CIA to increase enormously its operational capacities.
tatistics show clearly the extent of the OPC's growth. Its manpower mushroomed
rom a staff of 302 in 1949 to 2,812 in 1952, with an additional 3,142 overseas

SC 10/2, FRUS: Intelligence Community, 1945-50: 713-715.
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contract personnel. Its budgets multiplied in concert, from $4.7 mullion in 1949 to $82
million in 1952, and the number of stations out of which the OPC worked rose from
seven to forty-seven over the same period.?

The OPC was equally significant in the sense that it conducted, with Washington's
authorisation, offensive covert operations against the Soviet bloc as well as defensive
projects in support of democracy in Western Europe and later in Asia.* This was a
-major departure, for though the SPG had launched at least one venture behind the lron
Curtain, it did so without official approval.> What should be stressed, however, is that
the OPC's offensive operations were essentially harassment exercises. Only in the case
of the Albamia operation, which began as an Anglo-American enterprise, did
Washington make any outright attempt to overthrow a communist regime within the
Soviet orbit.®! The assumptions on which the OPC was founded and its modus
operandi, nonetheless, provide clear evidence that Truman's claim never to have had
"any thought that the CIA would be injected into peacetime cloak and dagger
operations,” was at odds with the facts.” During the second half of his presidency,
covert action evolved into a key weapon of foreign policy as the Cold War intensified
and expanded into a global confrontation.

THE COLD WAR, 1948-53: A GEOGRAPHICAL EXPANSION AND A PROLIFERATION OF
MEANS

By 1948 the Cold War had developed into a spheres of influence conflict centred on
Europe, but it was a conflict between two very unequal adversaries. At this time the
foreign policy designs of the Truman administration proceeded from the premise that
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the United States' nuclear monopoly coupled with its unrivalled military superiority in
the air and on the sea guaranteed that the balance of power was weighted heavily in
Washington's favour and would remain so over the medium term. American
policymakers maintained that for a Soviet Union that was only beginning to recover
from the devastating toll reaped by World War II, the risks entailed in a military
adventure to extend Russian control beyond the Eastern European satellites were
prohnbmve # Moscow would, for certain, probe western weaknesses and indeed it
was a key imperative of the CIA's covert action mission to ensure that political
conditions in Western Europe were such that the seeds of Soviet/communist-inspired
dissent fell on stony ground. In terms of the big picture, however, the Truman
administration's calculations were clear: when Stalin's pursuit of Russian interests
raised the potential for a clash with American power, he would temper his ambitions
aind settle for the best deal he could get for the Soviet Union.*

Such faith in the primacy of the United States over its 'superpower’ adversary guided
he Truman administration during the war scare of March 1948.1¢ The same basic
ogic held true, moreover, during the Berlin blockade. Beginning in June 1948, the
early year-long crisis saw the Kremlin play at brinkmanship, but the Anglo-
erican airlift mounted to sustain the city carried a stark message for Stalin: either
cknowledge the existence of a western enclave in Berlin or be prepared to go to war.
o convinced was the American Ambassador to Moscow and future DCI, Walter
edell Smith, that the Soviet Union would plump for the first option, that he
ounced his willingness to go and sit on the airfield at Wiesbaden, a centre of
perations for the airlift, in full confidence that the Russians had no intention of
Ing a war.!!

ignificant as the Berlin blockade was in heightening Cold War tensions, it failed to
uence the Truman administration into making an extensive military commitment to
e defence of Western Europe. The economic instrument remained the centrepiece of
ntainment and in military terms the emphasis was focused on self-help. The
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provisions made by Britain and the Benelux countries through the Brussels Treaty of
March 1948 and the subsequent creation of the Western European Union (WEU) were,
however, considered by Pentagon planners to be too limited to provide adequate
defence against the Soviet Union. Consequently, an expanded version of the alliance
that incorporated the United States, Canada, and a number of other strategically-vital
countries and locations, including Greenland, Iceland, and the Azores — which since
World War II had been key points in America's outer line of defence — came into being
with the establishment of the North Atlantic Treaty Organisation (NATO) in April
1949.12

It should, nevertheless, be stressed that the founding of NATO was primarily a
political move. It was conceived as a confidence booster aimed at raising the sense of
security and psychological well-being in Western Europe, reinforcing the ERP, and
preventing America's trans-Atlantic allies from succumbing to Russian pressure and
adopting neutralism.!* There was, additionally, a strong element of what Gaddis
refers to as "double containment" involved in the establishment NATO, in that it
helped to allay European fears about the dangers posed by an independent West
German state.!*

The whole nature of the Cold War changed irrevocably, however, as an outcome of
two events which took place in the latter months of 1949. Soviet acquisition of atomic
device in late August of that year brought about a proliferation of means and a
fundamental alteration in the balance of forces to the detriment of the United States,
and Mao Zedong's proclamation of the People's Republic of China (PRC) the
following month resulted in the geographical expansion of the conflict to Asia. These
factors, along with the intensification of domestic anticommunism within the United
States that they spawned, were central catalysts in influencing Truman's decision to
announce a crash programme to produce a thermonuclear weapon and in bringing
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about the root and branch revision of American strategic thinking as outlined in NSC
68.

NSC 68 was authorised in April 1950 with the purpose of galvanising the bureaucracy,
Congress, and subsequently ~ though indirectly since NSC 68 was top secret — the
American public into supporting a more vigorous application of containment.'®
. Starting from the premise that the Soviet Union was driven by a "fanatical [communist]
- faith," nurtured an insatiable appetite for political and territorial expansion, and aspired
ultimately to world domination, the document stands as a landmark in the history of
American national security policy, not to mention Cold War rhetoric. Unlike Kennan's
earlier conception of containment, NSC 68 made no distinction between those areas
which were vital to American interests and those which were not. Perceptions were
seen as all-important and a "defeat for free institutions anywhere" was deemed to be "a
defeat everywhere" — the so-called zero-sum game logic.'¢ All that prevented cold war
from erupting into hot war, according to NSC 68, was a lack of preparedness on the
part of the Soviets to embark on such a course. The onus was consequently on the
United States to mount a massive rearmament programme to meet any type of
challenge posed by what was depicted as a Soviet-controlled global communist
monolith. 17

The budgetary implications of this were enormous and the authors of NSC 68 were
essentially beneficiaries of fortuitous timing. In short, there is considerable doubt as
to whether the scale of deficit financing necessary for the United States to expand its
national security commitments to global proportions would have found such ready
support in the Executive and in Congress without the trigger of the Korean War.
Nevertheless, the fact remains that from mid 1950 onwards the Truman
administration, drawing from the model of World War II, deployed neo-Keynesian
policies in an attempt to expand the United States economy as a whole in order to
provide for massive increases in defence expenditure while simultaneously
maintaining domestic living standards. '8
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The mushrooming of defence costs that took place between 1950 and 1953 bears out
the extent to which NSC 68, and the adoption of perimeter as opposed to strongpoint
defence, departed from the strategic thinking that dominated containment policy from
1946 to 1949.° Truman's budget estimate for 1954 envisaged national security-related
spending at $55.6 billion. Representing an enormous 70.7 percent of total expenditure,
and creating a projected budget deficit of $9.9 billion, this amounted to a fourfold hike
in defence costs from the $13.5 billion allocated in 1950.2° Behind such increases lay
the assumption, outlined in NSC 68 and reinforced with North Korea's invasion of its
southern neighbour, that the United States was confronted by an aggressive communist
monolith and needed to be both vigilant and prepared in order to meet the challenge.
Consequently, as well as embarking on a land war in Asia — a move which military
planners had long sought to avoid — Washington committed itself to the militarisation
of NATO. This resulted in a quadrupling of military aid to Western Europe which
involved a bolstering of the American troop presence on the continent and the first
moves towards the arming of the fledgling West German state, which had been
established in May 194921

Two factors that arose as a result of the Korean War warrant a brief mention here, not
only because they are significant in themselves but also because they had some
bearing on the development of covert action. Firstly, Korea demonstrated how
narrow  the line between containment and rollback was. MacArthur's
counteroffensive, which by October 1950 had pushed Kim Il Sung's forces back
towards the Chinese border, went beyond the UN's objective of restoring the thirty-
eighth parallel as the dividing line between North and South Korea. Beijing's
intervention, however, came as a warning to Truman that if he revised American war
aims and sought to reunite Korea, then he would have to be prepared to raise the
stakes to the point where a third world war became a possibility. The drawbacks of
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following such a course far outweighed the benefits and the president opted for a
reaffirmation of containment.??

The Korean War is, secondly, illustrative of the extent to which domestic issues,
namely the McCarthyite witch-hunt of the early 1950s, could influence foreign
policy. Militant anticommunism in the United States went back as far as the Red
Scare that followed World War I. More recently, a newly-elected Richard M. Nixon
had used his position on the House Committee on Un-American Activities (HUAC) to
exploit the issue after the Republicans won control of Congress in the mid-term
elections of 1946. Simultaneously making political capital for the GOP and
advancing his own career, Nixon set a precedent for others to follow. The premise on
which the HUAC based its initial investigations was that the Roosevelt and Truman
administrations harboured traitors who had been instrumental in what was alleged to
have been the sell-out of Eastern Europe at the Yalta Conference in 1945.23

Domestic anticommunismm moved up a gear between late 1949 and mid 1950 as a
result of the wider Cold War developments already mentioned and the rise to
prominence of Joseph R. McCarthy. Expanding on Nixon's arguments, McCarthy
alleged that the advent of the Soviet bomb was the result of treachery rather than
technical prowess on the Russians' part. Revealing his close links with the China
lobby, the Wisconsin senator also maintained that it was Truman's failure to provide
adequate support for Chiang that led to the victory of communism in China. The
Korean War, McCarthy contended, would never have happened if Truman had rooted
out the traitors in the Executive Branch and paid more attention to Asia.?*

On this basis, the senator led a four year campaign that targeted the Democratic party,
the State Department, and eventually the Army and the CIA in the hope of uncovering
communist spies and sympathisers.2® The essence of his appeal, however, stemmed
from the fact that by emphasising "the enemy within rather than the danger from
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abroad" he reconciled two very basic domestic concerns, namely high taxes and
communism. He thereby offered Americans an inexpensive and risk-free method of
combating communism.26

McCarthy lent his name to one of the most odious chapters in postwar American
history. The irony was that though his inquiries targeted the wrong people and failed
to result in any convictions, the general thrust of his claims was not without some
substance, as the uncovering of the atom spies, Klaus Fuchs, and Julius and Ethel
Rosenberg, all of whom betrayed the secrets of the Manhattan Project to the Soviets,
demonstrates. It should, however, be stressed that these convictions were made
possible as a result of information passed on by Igor Gouzenko and through the
VENONA decrypts, through which the FBI intercepted signals sent by Moscow to its
agents in the United States between 1944 and 1945, and not through any investigation
conducted by McCarthy .2

In regard to foreign and defence policy, McCarthyism and the efforts of the China
lobby heightened sensitivity in the administration to further losses in the Far-East.
Washington was thus compelled to bring areas such as Indochina, which in terms of
American strategic interests were of only marginal value, under the containment
umbrella. Domestic anticommunism was, moreover, so intense during the early 1950s
that it precluded Truman from seeking any form of compromise with Beijing, which in
turn himited the president's room for manoeuvre in his management of the Korean War.
On the one hand, he had no wish to extend the conflict and risk the very dangerous
repercussions that a policy of rollback implied. On the other, he could not negotiate
with the Chinese. The result was that by mid 1951 the conflict had settled into a
stalemate centred near to the thirty-eighth parallel and for the remainder of Truman's
tenure the GOP made political capital by persistently criticising the president for what
epublicans argued was his inability to bring the war to a satisfactory conclusion.

he geopolitical environment of the 1948 to 1953 period, then, saw the United States
xtend its commitment to contain communism to global proportions and the CIA's
overt action mission grew in tandem with these expanding policy requirements.
ontainment had, from its outset, been more than a defensive response to Soviet
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pressure on Western Europe. The policy had also been one of calculated and gradual
coercion aimed at inducing Moscow to mend its ways over the longer-term.2® The
Berlin blockade led Washington to place greater stress on the coercive element of
containment. One outcome of this change in emphasis was the creation of the OPC,
the mission of which provided for offensive operations as well as the continuation and
enlargement of the programmes imitiated by the OSO.2® Thus, from late 1948 to early
1949 covert action came, in effect, to be envisioned as enabling the Truman
administration to exploit Russian weaknesses as well as help to secure American
interests. This straddling of the line between containment and rollback intensified as
the Cold War spread to Asia and Korea erupted. The economic and military
instruments of containment were by this time afforded equal prominence,® and CIA
covert action expanded in a manner that would allow the agency to provide essential
backup for both.

THE OFFICE OF POLICY COORDINATION

In the aftermath of the CIA's Italian campaign psychological warfare was catapulted
into the ascendancy as a tool for advancing American foreign policy, and appetites
were whetted in Washington for an expansion of covert action generally. The
paradox was that while De Gaspen's victory had highlighted the SPG's operational
competence, America's covert action mission was subsequently transferred to an

28(Crockatt, The Fifty Years War, pp.94-95; NSC 68, FRUS 1950, Vol.1: 252-253.
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entirely new entity — the OPC.3! Several closely related factors dictated that this
would be the case.

In the broadest Cold War context, America was, from 1948, neither at peace nor at

war and though the communist threat was still deemed to be principally a political

one, it was nevertheless growing more acute. In response, Kennan began to argue
' from the spring of that year for official sanction to be granted for the development of
a clandestine action capability that went beyond psychological warfare to incorporate
direct covert intervention in the internal affairs of America's prospective enemies as
and when occasion demanded it. What this proposal amounted to was a State
Department bid to wrest jurisdiction over covert action away from the CIA and to the
PPS .32

For his part, Hillenkoetter resisted Kennan's plan but the DCI's efforts were
compromised by what the State and Defense Departments regarded as the excessive
caution that had charactenised his use of the CIA's covert action mandate.33 At the
same time, the potential for the Italian operation to boost Hillenkoetter's prestige was
cancelled out by doubts about the CIA's predictive efficiency. Most specifically, the
agency's critics argued that it had failed to give advance warning of the riots in Bogota
that disrupted Marshall's visit to the Colombian capital in April 1948 for a conference
Aof the Organisation of American States (OAS).34

These charges were in fact inaccurate. A congressional inquiry mounted immediately
er the events in Bogota revealed that the CIA had alerted the State Department, first
January 1948 and again during the following March, to the danger of the
onference being marred by leftist-orchestrated riots "aimed primarily at embarrassing
fficials of the U.S." Blame could thus be more adequately attached to the State
epartment for its failure to listen than to the CIA for its failure to predict accurately,
ut this was overlooked at the time. Consequently, doubts remained about
illenkoetter's ability to ensure that properly evaluated information reached top level
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policymakers in a timely enough fashion.?® This damaged the DCI's standing
generally and could only have hampered his efforts to fight the agency's corner in the
bureaucratic turf war over the future of covert action.

Additional and still more basic factors, however, figured in the decision to remove
. clandestine operations from the OSO. In essence, the issue of how to reconcile the

often conflicting imperatives of control and responsibility lay at the heart of the
~ problem, just as it had done when covert action was first authorised. Put simply, the
" CIA was considered to be too accountable to carry out the full range of operations
envisaged by Kennan.3¢ In theory at least, every venture that the agency proposed
was subject to review by the NSC and could therefore rebound on the NSC if
sanctioned then later compromised.

Indeed, Washington had a foretaste of these potential pitfalls even before offensive
covert action had official approval. In 1947, the OSO mounted an operation in
Rumania, only to see the OSS veterans who had been recruited for the job captured
and put on trial. Fortunately for the United States, this received little attention in the
western media, but it provided Petru Groza's Communist regime with a propaganda
victory and the justification for an intensification of the already hard-line policy that it
was pursuing against those it labelled as dissidents.3” Whether or not the Rumanian
fiasco registered with any great impact in Washington is a matter of conjecture. What
is certain is that in deciding to make covert action a more permanent and
comprehensive instrument of foreign policy than had hitherto been the case, the NSC
also adopted Kennan's proposal to appoint an instrumentality that was effectively
outside the normal oversight loop to carry out the mission.38

On 18 June 1948, the National Security Council established the Office of Special
Projects — which was soon renamed the OPC — and approved NSC 10/2 to supersede
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NSC 4/A and serve as the new organisation's founding charter.?® The OPC was
headed by Frank Wisner, a Wall Street lawyer who had served in the OSS in Egypt,
Turkey, and most successfully as station chief in Rumania between September 1944
and late January 1945. He completed his wartime service working out of the OSS
station in Wiesbaden, Germany in September 1945 and after a brief return to Wall
Street took up the post of Deputy Under Secretary of State for Occupied Areas, which
he held from the summer of 1947 until becoming Assistant Director of Policy
Coordination (ADPC).40

What should be stressed about the OPC is that from its outset it was a bureaucratic
anomaly. Wisner was appointed to head the organisation by the Secretary of State
and the ADPC looked to Kennan and more often Robert Joyce at the PPS, and when
occasion demanded it the Pentagon, for policy guidance. The OPC was not, however,
formally associated with either the State or Defense Departments. Conversely,
Wisner's organisation was housed officially within the CIA, but only for the provision
of "quarters and rations," and the DCI had next to no control over its activities, at
least until 1950 when Bedell Smith succeeded Hillenkoetter. In practice, the
provisions governing the design and conduct of covert action were very loosely
structured from mid to late 1948 onwards. The agency was sidelined, while the NSC
and PPS afforded the OPC the widest possible operational parameters in the drive to
achieve its now often-quoted defining mission of countering "the vicious covert
activities of the USSR, its satellite states, and Communist groups.” The principal
condition governing the functioning of Wisner's organisation was that, should any of
its ventures be uncovered, Washington could "plausibly disclaim any responsibility
for them."#!

The creation of the OPC was also significant in the sense that it was the outcome of
the gradual meeting of minds which took place between the federal government and
America's  private sector in the sphere of foreign policy following the proclamation
of the Truman Doctrine. As has already been mentioned, the CFR served as the
principal agent in this convergence of interests. It was, for instance, common practice

39NSC 1012, FRUS: Intelligence Community, 1945-50: 713-715.
40Hersh, The Old Boys, pp.194-216.

741Darling, Central Intelligence Agency, pp.262-273; quotes from NSC 10/2, FRUS: Intelligence
Community. 713, 714.
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for PPS reports to be communicated to the CFR.“2 Likewise, the CFR's president,
Allen Dulles, a New York lawyer, former OSS station chief in Berne, Switzerland,
and future DCI, sponsored covert activists such as Wisner, Tracy Bames, John A.
Bross, and Cord Meyer for membership to its ranks. The council, then, played a key
role in the recruitment of the hierarchy of the OPC.#* Dulles's association,
furthermore, served as the vehicle through which administration officials were kept
informed of independent covert initiatives mounted by, for example, the Ford and
Rockefeller Foundations.  These organisations in turn assisted the Truman
administration from the spring of 1948, when it adopted covert action as a permanent
instrument of foreign policy.#4

The OPC's funding provisions were as anomalous as those governing its oversight.
Officially, its appropriations from Congress multiplied more than sixteen-fold
between 1949 and 1952.4% Significant as this growth was, however, it tells only part
of the story, for the Economic Cooperation Administration (ECA), the organisation
that managed the ERP, provided Wisner with an additional and secret budget. Under
the conditions of the Marshall Plan, Western European signatories had to match each
dollar received in American aid with an equal amount in the local currency. 95
percent of this was used for ERP programmes. The remaining 5 percent, termed
counterpart funds and amounting to approximately $200 million per year, covered
administrative and miscellaneous costs incurred by the American government, and a
proportion of these monies were set aside for the OPC.46

Exactly how much Wisner siphoned off from this source is not clear. A 1949
memorandum from the OPC's Finance Division to the ADPC stated only that "certain
portions" of the counterpart funds were allotted to the OPC.#” The account of Richard
M. Bissell, who at the time was the ECA's deputy assistant administrator and later

42pisani, The CIA and the Marshall Plan, pp.41-50

Bibid, p.64.

Wibid, pp.47-50.

45Church Report, Bk.1, p.107.

46Richard M. Bissell, Jr., with Jonathan Lewis and Frances T. Pudlo, Reflections of a Cold Warrior:
From Yalta to the Bay of Pigs (New Haven and London, 1996), p.68.

4TFinance Division to Executive, OPC [Wisner], "CIA Responsibiltiy and Accountability for ECA
Counterpart Funds Expended by OPC," 17 October 1949, in Warner, CIA Cold War Records, pp.321-
322,
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headed the CIA's operations directorate, is equally pertinent and equally difficult to
gauge. On the one hand, he maintains that a "modest amount” from these monies
went to the OPC. On the other hand, he states that he would not have been surprised
"to learn that the S percent counterpart funds were used for many OPC operations,”
which implies that Wisner had access to a considerable proportion of the yearly $200
- mullion sum.“® Leaving the absence of specific figures aside, interviews conducted by
" Evan Thomas with several former OPC operatives reveal that the organisation was
awash with what was described as an unlimited supply of money.# Counterpart
funds were, furthermore, unvouchered and though guidelines were laid down for their
use, Wisner's organisation was, in practice, bound by neither spending restrictions nor
accounting procedures. OPC operatives could "write a project in brief and vague
language, funding was no problem."s°

Though the OPC has featured prominently in several very good studies of the CIA, a
definitive work on Wisner's organisation has yet to be written.3! The ADPC himself

48Bissell, Reflections of a Cold Warrior, pp.68-69.

49Thomas, The Very Best Men, pp.40-41.

50See note 43 for guidelines; quote by Kermit Roosevelt from interview with Pisani, The CIA and the
Marshall Plan, p.75.

51 There is an extensive body of literature dealing with the OPC. First-hand accounts include Rositzke,
The CIA’s Secret Operations, Cord Meyer, Facing Reality: From World Federation to the CIA (New
York, 1980) and Sig MicKelson, America’s Other Voice: The Story of Radio Free Europe and Radio
Liberty (New York, 1983). The most extensive secondary work on the OPC is Hersh, The Old Boys,
while Ranelagh, The Agency, and Prados, Presidents' Secret Wars, provide comprehensive recounts of
OPC paramilitary, political, and psychological warfare operations. Evan Thomas had access to some of
the CIA's in-house histories for The Very Best Men, which makes this book indispensable to the study
of the OPC and indeed the first twenty years of the CIA. Also useful is Wilson D. Miscamble, George
F. Kennan and the Making of American Foreign Policy (Princeton, 1992), which gives some attention
to the establishment and early evolution of the OPC from the perspective of one of its principal
architects. Other works such as William M. Leary, Perilous Missions: Civil Air Transport and CIA
Operations in Asia, (Birmingham, Alabama, 1984), focus on specific types of operation. The most
controversial treatments of the OPC are Simpson, Blowback, and John Loftus's The Belarus Secret
(New York, 1982). Simpson's book is exhaustively researched but adopts a conspicuously moral tone,
opening a hornet's nest of ethical issues surrounding the rights and wrongs of recruiting ex-enemies
with very chequered pasts. Loftus was a prosecutor with the Office of Special Investigations, a
subdivision of the US Justice Department established to bring Nazi war criminals living in the United
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outlined his organisation's work as subdividing into the five "functional groups" of
psychological warfare, political warfare, economic warfare, preventive direct action,
and miscellaneous activities (for a more extensive verbatim breakdown see appendix
4)52  However, a detailed and comprehensive analysis of the OPC's mussion,
especially in the areas of commodity and fiscal covert operations and the
establishment of front organisations, would require access to information relating to
sources and methods. Welcome as it has been, the greater openness that has
characterised the CIA's approach to declassification over recent years has not
stretched to the point of breaking such a sacred intelligence taboo, nor,
understandably, is it ever likely to. With such constraints in place, existing treatments
on the OPC have tended to present a somewhat skewed picture, focusing on the
organisation's psychological warfare, political action, and paramilitary programmes,
while paying scant attention to the crucial sphere of economic warfare. While it is
not possible to rectify this imbalance, for the reasons outlined above, it is nonetheless
incumbent on any study of American covert action to point out that the imbalance
exists and to provide as full an analysis of the OPC's mission as sources will allow.

Looked at holistically, the OPC was tasked with four closely related overarching
objectives: (1) to marshal as many active and potential anticommunist elements as
possible; (2) to provide these organisations with financial and where necessary
operational support, so bringing them under some degree of American control; (3) to

States to trial. He contends that Wisner sought to reconstitute the large paramilitary forces of
Byelorussians and Ukrainians, notably the Vlasov Army, which had been organised by the Germans
during World War II. These forces were to be deployed by the OPC in the event of armed conflict
breaking out between the United States and the Soviet Union. Loftus returned to the theme of the
West's use of former enemies and the detrimental effects that allegedly arose from this policy n a book
written with Mark Aarons entitled Ratlines: How the Vatican's Nazi Networks Betrayed Western
Intelligence to the Soviets (London, 1991). John A. Bross, a senior OPC/CIA official who served as a
major source in the writing of Ranelagh's book, told Sallie Pisam that Loftus had lied about the files
that he saw and maintained "that no-one he [Bross] had talked to thought Loftus was telling the truth,"
see Sallie Pisani, The CIA and the Marshall Plan, p.143. Pisani's own book contends convincingly
that "the emphasis on paramilitary operations in the literature [on the OPC and the CIA] has led to a
distorted picture of covert operations in their seminal period," ibid, p.7.

32Frank G. Wisner, Memo for the DCI, "OPC Projects,” 29 October 1949, FRUS: Inielligence
Community, 1945-50: 730-731. This memo. is also to be found in Wamer, CI4 Cold War Records,
pp.241-242, but, unlike the FRUS document, the details of OPC economic warfare activities are deleted.
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deploy these groups and any other resources that were at the disposal of the United
States on a speciality of function basis; and (4) to ensure that the overall covert effort
against the Soviet Union and its satellites was well-oiled, coordinated, and struck in a
manner that brought maximum benefit to American foreign policy objectives.®> The
OPC was, however, more than just a mobiliser, organiser, and financier of anti-Soviet
discontent. The expertise and discretion of the Wall Street lawyers and Ivy League
academics with whom Wisner so enthusiastically filled his ranks also qualified the
organisation eminently for the waging of economic warfare against the communist
~ bloc.

ECONOMIC WARFARE

According to Wisner, OPC economic warfare subdivided into two categories.
Commodity operations incorporated what he described as clandestine preclusive
buying, market manipulation, and black market projects, while currency speculation
and counterfeiting fell under the rubric of fiscal operations.>* As to what these
activities fully entailed, the CIA has permitted very little to reach the public domain.
An examination of wider American policy objectives in the economic sphere,
however, helps to shed some light on these highly sensitive OPC ventures.

Richard Bissell described the OPC as functioning as a complementary instrumentality
to the Marshall Plan and several factors support his contention. The lifetime of
Wisner's organisation, 1948 to 1952, closely approximated that of the ERP; the ECA
bolstered the OPC's budget secretly through the injection of counterpart funds;
Wisner's organisation replicated the ERP's geographical divisions; ECA projects that
overlapped into the sphere of grey or black propaganda were closely coordinated with
the OPC; and the OPC's charter stipulated that the operations that it embarked on
"pertaining to economic warfare be conducted under the guidance of the appropriate
agencies and departments,” namely the ECA, and the State and Commerce

33The stress that the OPC placed on "the use of foreign agents and indigenous personnel" for its
projects is outlined in Charles V. Hulick, Memo. for the Record "Policy Guidance," 19 April 1950, in
| Warner, CIA Cold War Records, pp.323-324.

54Wisner, "OPC Projects," 29 October 1949, FRUS: Intelligence Communiry: 730-731.
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Departments.3> There is, however, a key element missing from this picture of close
interconnection. The introduction of the Marshall Plan was also accompanied by a
less visible, more offensively-oriented complementary policy, which took the form of
an American-led western embargo of strategic goods to the communist bloc.>6

Taking cognizance of the fact that World War II had left the Russian economy
severely impaired, this policy sought to slow down the rate of recovery and growth of
the Soviet Union's military-industrial capacity by preventing Moscow from procuring
what were termed 'strategic commodities." Utilising its various aid packages as
political levers, Washington induced all of the Marshall Plan signatories, along with
some fifty other countries worldwide, to join the embargo. The principal objectives
of the policy were to ensure that the American nuclear monopoly endured for as long
as possible and that the relative power of the United States vis-a-vis the Soviet Union
was maintained. In light of these aims, Washington adopted a very broad
interpretation of what constituted a strategic commodity. Anything that was deemed
to provide Moscow with a 'net strategic advantage,' most obviously nuclear materals
and munitions, was proscribed, but so too were rubber, steel, and fertilisers — much to
the chagrin of those among America's allies whose economic well-being was affected
detrimentally by a contraction of trade with the eastern bloc.5”

The problem with such restrictive and widespread export controls was that they were
difficult to enforce. Western businessmen, sometimes with the tacit agreement of
their governments, exploited loopholes in the embargo or sought to circumvent it by
smuggling goods to the Soviet bloc through clandestine channels set up by the

55Pisani, The CIA and the Marshall Plan, p.68, pp.72-73; quote from NSC 10/2, FRUS Intelligence
Community, 1945-50: 714,

36This policy first came into effect with the Commerce Department's introduction of two new export
licencing regulations, on 31 Dec. 1947 and 15 Jan. 1948, under remaining wartime export control laws.
The embargo policy was later extended with the passage of the Export Control Act of 28 Feb. 1949 —
reprinted in Gunnar Adler-Karlsson, with forward by Gunnar Myrdal, Western Economic Warfare
1947-1967:A Case Study in Foreign Economic Policy (Stockholm, 1968), pp.217-219 — and was
implemented most rigidly through the Mutual Defense Assistance Control Act (more commonly known
as the Battle Act) of 1951. The Eisenhower admunistration moderated this policy under British pressure
but left the essentials in place, see Crockatt, The Fifty Years War, p.116.

57 Adler-Karlsson, Western Economic Warfare, pp.1-28.
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Russians, most notably between eastern and western Germany.’®8 To counter these
moves Washington engaged in what Forrestal referred to as "the pre-emptive and
preclusive buying of strategic commodities." This involved the United States
purchasing and stockpiling resources which were vital to the maintenance and
expansion of the Soviet power. Demand would thus far exceed supply and Moscow
would be either prevented from purchasing these goods altogether or would be forced
to pay highly inflated prices for them on the black market, which in turn would place
added stress on the Soviet economy.?

Wisner's reference to clandestine preclusive buying, market manipulation, and black
market operation, then, suggests that his organisation played some role in the
implementation of the embargo policy.$® Beyond this, the detail and mechanics of
these and other activities which came under the heading of economic warfare, such as
currency speculation and counterfeiting, are a matter of speculation. They were, in
essence, enterprises that would fit into Bissell's category of "truly secret" covert
operations.5!

What does appear to be the case is that some OPC projects in the economic sphere,
most specifically the creation of front companies, were in part designed with longer-
term objectives in mind. The convergence of three major benefits enjoyed by the
OPC - an abundance of unvouchered funds, expertise in the fields of wholesale
banking and economics, and wide operational latitude — enabled Wisner to establish
private companies and banks which, while providing cover behind which the OPC
conducted its political action, psychological warfare, and paramilitary activities, also
functioned on a bona fide basis. In some instances, these corporate structures
generated income quite separate from either the OPC's official budget or the monies it
received through the counterpart fund arrangement$2?  These ‘proprietories,’
furthermore, provided the CIA with a source of financing over and above its official
budget long after the OPC had been fully merged into the agency and the counterpart
funds had ceased to flow in with the demise of the Marshall Plan.

8ibid, pp.6-7, p.192.

9Quote from Forrestal meeting with Bernard Baruch, 15 July 1947, in Millis (ed.) Forrestal Diaries,
p.383-384; Adler-Karlsson, Western Economic Warfare, pp.2-7.

OWisner to DCI, "OPC Projects," FRUS: Intelligence Community, 1945-50: 730.

IBissell, Reflections of a Cold Warrior, pp.208-209.

2Lawrence Houston interview in Ranelagh, The Agency, pp.217-218.
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The history of Civil Air Transport (CAT) stands as a seminal example of "the
entrepreneurial drive of OPC personnel in designing projects that paid for themselves
while aiding the national security effort."s3 CAT began operating in 1946 as a private
concern owned by Major General Claire Chennault and Whiting Willaver. It flew
missions in support of the Nationalist Chinese and was purchased by the OPC in what
was effectively instalments during 1949 and 1950 for a total of $950,000. For over
twenty years CAT, and Air America as it became known after the reorganisation of
the CIA's Far Eastern air arm in 1959, provided air support under commercial cover
for the CIA and other American government agencies in the Far East. The employer
of over 11,000 personnel, the airline ran an enormous maintenance facility in Taiwan,
and turned over $30 million in net profits to the Treasury Department when it was
liquidated in 1973 .64

EUROPEAN THEATRE OPERATIONS

If the OPC's own ventures benefited greatly from its access to an abundance of
resources, then so too did the operations that the organisation mounted in conjunction
with America's western allies. This was evident in the close links that the OPC forged
with the British Secret Intelligence Service (SIS or MI6).  Anglo-American
cooperation in the field of special operations had wartime precedents which had seen
the British security forces provide training and operational support for the OSS.¢> The
OPC-SIS partnership was, however, founded on the fact that, though MI6 had
experience in the field of covert action which far exceeded that of its American
counterpart, Whitehall lacked the financial muscle to put this expertise to full use. A
key role of the OPC, at least during the early stages of its existence, was therefore to

6:‘}Quote from Lawrence Houston in Pisani, The CIA and the Marshall Plan, p.144.

64Leary, Perilous Missions.

65 War Report of the OSS (Office of Strat gieServices), Prepared by History Project, Strategic Service
Unit, Office of the Assistant Secretary of War, War Department, Washington D.C., 5 September 1947,
new introduction by Kermit Roosevelt (New York, 1976), pp.193-205.
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act as banker and ensure that British-originated ideas had a chance to come to
fruition. 66

For Wisner, the benefits of collaboration with SIS were essentially twofold. Exposure
to British techniques put the OPC on a steep learning curve, which provided it with
the know-how to take full control of projects that began as Anglo-American affairs,
such as the Albanian and Iranian operations.®’ Being custodians of a still-extensive
though declining empire, the British also tended to control strategically-useful
locations for the mounting of covert operations, as the use of Malta as a training base
and jump-off point for the Albanian operation demonstrates.5?

The resources-for-expertise basis on which the OPC-SIS relationship functioned in its
formative period was equally prominent during the early western attempts to support
anti-Soviet partisan movements in the Baltic States. In 1949, MI6 devised a plan to
use the Royal Navy's Baltic fisheries patrol as cover to infiltrate agents into Latvia,
Lithuania, and Estoma by boat. The drawback was that, while the British were in an
opportune position to mount such a venture since their occupation zone in Germany
included the Baltic coast, budgetary constraints prevented SIS from acting.

Once again, the OPC stepped in with the necessary finance. A three-way division of
labour and responsibility subsequently developed, whereby Wisner provided the
funds and MI6 refitted the E-Boats that were used for the mission and planned and
directed the project.®® The third contingent in the partnership was a former
Wehrmacht intelligence unit which, under the command of General Reinhard Gehlen,
had been preserved intact by the American Army at the end of the war.” Deployed
by the OPC to spy on and conduct operations against the Soviet Union, the Gehlen
organisation recruited the crews for the Anglo-American boat operations, drawing

66Nicholas Bethell, The Great Betrayal: The Untold Story of Kim Philby's Biggest Coup (New York,
1984), pp.33-39.
67Winks, Cloak and Gown, pp.398-402; Christopher M. Woodhouse, Something Ventured (London,
1982), pp.110-135.
68Kim Philby, My Silent War (London, 1969), p.142;Winks, Cloak and Gown, pp.396-397.
69Prados, Presidents’ Secret Wars, p.41.

70Reinhard Gehlen, The Service (New York, 1972), p.146; Mary Ellen Reese, General Reinhard
" Gehlen: The CIA Connection (Fairfax, Va, 1990), p.4.
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from one-time German motor torpedo flotilla personnel who had served in the Baltic
during the war.”

The sea-borne enterprises in the Baltic were but a few of the many collaborative
ventures that the OPC mounted using of erstwhile enemies (see appendix 1). During
his time as Deputy Under Secretary of State for Occupied Areas, Wisner and his State
Department colleagues at the PPS began to examine the potential for utilising the
700,000 refugees who had fled Eastern Europe in the face of the Red Army's advance
in 1944 and 1945. Temporarily settled in the Displaced Persons (DP) camps that
dotted Western Europe in the early postwar years, these émigrés were predominantly
anticommunist. They therefore provided a vast pool from which Wisner sought to
draw in order to: (1) acquire information about the Soviet Union; (2) establish various
front organisations, for instance student and farmers' groups, in an effort to mirror and
in turn counter the tactics used by the Kremlin; and (3) recruit agents, guerrilla
groups, and private armies to be deployed in the event of war, either to confront the
Red Army directly or to function as stay-behind units.’? A key element in the OPC's
overall mission, this programme came into force under the code-name of Operation
Bloodstone as soon as Wisner's organisation became functional.

The DPs earmarked for recruitment by the OPC varied widely in cultural background,
ethnicity, and political persuasion, ranging from social democrats and anti-Stalinist
Marxists on the left to monarchists of an authoritarian stamp on the right. Also
included in this broad band of anti-Soviet discontent, however, were ex-allies of the
Third Reich.” Indeed, American efforts to reconstitute some of the resources that the
Nazis had established to counter the Russians during World War II were crucial to
Operation Bloodstone, and for being the coauthor and instigator of this strategy,
Wisner has attracted the indignation of critics such as Christopher Simpson and John
Loftus.”

71Prados, Presidents’ Secret Wars, pp.41-42.

72PPS/22, "Utilization of Refugees from the Soviet Union in U.S. National Interest, 5 February 1948,
in Anna Kasten Nelson, (ed.) The State Department Policy Planning Staff Papers, 1947-1949 (New
York, 1983), pp.88-90.

73Hersh, The Old Boys, pp.224-229; Simpson, Blowback, pp.96-106.

T4Loftus, The Belarus Secret, Simpson, Blowback, pp.18-21.
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Viewed from an entirely objective standpoint, however, the ADPC was not in a
~ position to allow moral ambiguities to take precedent over the practicalities of
launching a wide-ranging covert action programme. The OPC, it should be noted,
began life in September 1948 with a staff of ten and under pressure from the Pentagon
. to become fully operational as quickly as possible.” In such circumstances, Wisner
. had to exploit whatever viable resources and expertise were available, including
former German diplomats and military personnel with first-hand experience of
~ fighting the Russians. To a greater or lesser extent, any German who had served, or
' non-German who had collaborated with, Hitler was tainted by Naziism. What the
OPC did was balance the degree to which the individuals it sought to recruit were
tainted against the advantages their recruitment would bring in countering a Soviet
Union which Wisner regarded as being as malevolent as the Nazis had been. The
application of this axiom meant that few ex-Nazis had chequered enough pasts to be
precluded from working for the OPC.7 Indeed, the 1949 Central Intelligence Act
permitted émigrés who were of use to the OPC, but who might not meet with
American immigration requirements, to enter the United States at the rate of one
hundred per year.””

The case of Gustav Hilger is instructive of the choices faced by the OPC. A one-time
career diplomat, Hilger specialised in the recruitment of collaborators to fight
alongside the Germans on the eastern front during the war. He had also been Foreign
Office liaison to the SS and in this capacity had been party to the imprisonment and
murder of Gypsies and Jews in Eastern Europe and Italy. For the OPC, however, the
pluses outweighed the minuses and Hilger was employed to help organise
underground émigré forces to be deployed in Eastern Europe and the Ukraine.”®
There was, moreover, the additional point that Washington knew little about its
communist adversaries.  The know-how of Hilger and other ex-Nazis and
collaborators, such as Baron Otto von Bolschwing, the SS envoy to Rumania, and
Nikolai N. Poppe, an anti-Stalinist quisling and expert on Soviet South and Central

75Thomas, The Very Best Men, p.32.

76ibid, pp. 35.

77 Central Intelligence Agency Act of 1949, 20 June 1949, in Warner, CIA Cold War Records, pp287-
294, (immigration clause on p.292).

78Simpson, Blowback, pp.112-115.
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Asia, could be brought to bear in the analysis of Moscow's policy aims and of
captured Russian records.”

Similar ambiguities characterised the OPC's relationship with the Gehlen
organisation. The former Fremde Heere Ost (Foreign Armies East) intelligence
division was widely believed to harbour ex-Nazis, but the advantages of working with
it overrode any ethical considerations. In return for being granted a continuing role in
. the field of intelligence after the war had ended, Gehlen turned over to his American
captors the extensive espionage network that he had built up during the hostilities .
With access to the German general's files and control of the agents in his employ who
had remained behind Russian lines when the Red Army advanced westward, the OPC
and OSO inherited a substantial foundation on which to build.%  Equally
advantageous was Gehlen's reconstitution of the Fremde Heere Ost technical staff,
which acted on behalf of the OPC, vetting, training, and evaluating recruits for
inclusion in the underground paramilitary irredentist forces envisaged in Operation
Bloodstone 8!

All of the major studies on the OPC underline the futility of the offensive operations
it conducted against the Soviet bloc, and looked at purely in terms of the end product
of Wisner's efforts, this certainly is the case.’2 Stalin was, for sure, a determined and
ruthless adversary. His intelligence and security apparatus maintained tight control
over all of the Soviet satellites and brought its long experience to bear in dealing with

79[Gustav Hilger], "Observations on the Communist 'Peace Offensive, ™ 21 Jan. 1949, in Wamer, CIA
Cold War Records, pp.243-246; for details on Otto von Bolschwing and Poppe see Hersh, The Old
Boys, p.251, pp.277-278, and Simpson, Blowback, pp.252-262. Simpson portrays Poppe as having
been associated with war crimes, see Blowback, pp.119-120, but Miscamble's research of the Poppe
case suggests that he was a victim of circumstance who had little choice other than to work with the
Nazis and was neither directly nor indirectly involved in war crimes, see Miscamble, Kennan, pp.183-
184. For Poppe's own account see Nicholas Poppe, Reminiscences, edited by Henry Schwartz
(Washington D.C., 1983).

80Reinhard Gehlen, The Service, pp.106-143; Reese, Gehlen, pp. 47-48, pp.106-108.

81Hersh, The Old Boys, p.268; Prados, Presidents' Secret Wars, pp.40-41.

82Ranfelagh, The Agency, pp.149-228,; Prados, Presidents’ Secret Wars, pp.30-90; Hersh, The Old
Boys, pp.240-311; Thomas, The Very Best Men, pp.32-86.
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'the nationalities problem.'®3 Deportations were, for example, common-place in the
Baltic States, Moldavia, and the Western Ukraine as part of the Soviet drive to take
away the foundations of support on which the guerrilla movements relied.?* Another
tactic saw the Soviet intelligence create false-flag units which posed as partisan
militias and committed atrocities aimed at turning local populations against the very
groups that were fighting for the freedom of these 'captive peoples.'®s

The result was that the Eastern European partisan movements, such as the United
Democratic Resistance Movement in Lithuania and the Organisation of Ukrainian
Nationalists (OUN), both of which had been strong in the immediate aftermath of
World War 11, had been either neutralised or seen their strength reduced significantly
by 1949. The agent teams that the OPC and the other western intelligence agencies
parachuted, or infiltrated by boat, into the denied areas thus arrived too late to make
any real impact.2¢ Equally debilitating was the fact that the operations that the OPC
conducted, either on its own initiative or in conjunction with the SIS and/or the
Gehlen organisation, were thoroughly penetrated by the MGB and GRU. At the
highest level, Wisner and his colleagues were betrayed by Harold Adrian Russell
(Kim) Philby, the MI6 liaison officer in Washington between 1949 and 1951, and by
Heinz Felfe, a senior official of the Gehlen organisation who had served in the SS and
was blackmailed by the NKVD into working as a double agent under threat of
disclosure to the denazification court.#” Further down the chain of command, Soviet

83The Soviet intelligence apparatus went through a number of changes during the first ten years of the
postwar era. In March 1946 the People's Commissariat for Intemnal Affairs (NKVD) and the People's
Commissariat for State Security (NKGB) were raised in status from Commissariats to Ministries to
become the Ministry of Internal Affairs (MVD) and the Ministry of State Security (MGB). Following
Stalin's death in 1953 the two organisations were merged into an enlarged MVD. In March 1954 the
MGB was once again removed from the MVD and downgraded from a Ministry to become the
Committee of State Security (KGB). These organisations operated alongside Soviet Military
Intelligence (GRU), for further details see Christopher Andrew and Oleg Gordievsky, KGB: The Inside
Story of Its Foreign Operations from Lenin to Gorbachev (London, 1990), p.279, p.347, p.353.
84Robert Service, A History of Twentieth Century Russia (London, 1997), p.297

85Prados, Presidents’ Secret Wars, p.39,
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intelligence had riddled the DP camps with spies, some of whom passed CIC and
Gehlen organisation vetting procedures and were recruited by the OPC, only to
~ compromise the operations in which they were involved.3#

There was, as well, a tendency on the part of the OPC, and indeed MI6, to allow their
determination to weaken the Soviet empire to run ahead of caution. The most
conspicuous example of this trait, and of the dexterity that the Kremlin's security
forces showed in exploiting such western weaknesses came with the Anglo-American
effort to support the Freedom and Independence Movement (WiN) in Poland.
Beginning in 1950, this fiasco saw the MGB trick the OPC and SIS into revising their
belief that anticommunist resistance in Poland had been wiped out by 1947, which
was 1n fact true, and supporting WiN.# For nearly two years WiN was supplied with
money, radio transmitters, and ammunition from the West until, in December 1951,
Polish Radio broadcast details of the bogus nature of the organisation. Moscow was,
in the process, presented with a huge propaganda triumph.%

Focusing on the failures of Wisner's organisation in Eastern Europe, however, detracts
from the crucial point that the OPC's mission in this region was largely a preparatory
one. The fundamental purpose of forging contacts with the resistance movements
inside the communist bloc was to create the capability to attack the Red Army behind
its own lines in the event of a Soviet invasion of Western Europe. The agent teams
infiltrated behind the Iron Curtain had orders to contact and assist paramilitary and
political resistance groups, but not to fight alongside the partisans with whom they
made contact except in the event of war.®! The fact that war did not break out makes
it difficult to gauge how successful this strategy really was.

In the meantime, Wisner's preferred option was to put the "molecular theory" into
practice, whereby the emphasis shifted away from the support of partisan movements,

Ames," see Markus Wolf, with Ann McElvoy, Man Without a Face: The Autobiography of
Communism's Greatest Spymaster (London, 1997), p.51. Wolf's comments are not, however, entirely
accurate. Philby was not strictly a double agent. He was a Soviet agent from the start, who joined the
SIS at Moscow's behest.
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and towards the cultivation of politically-oriented organisations, such as the National
Labour Alliance (NTS) in Russia, which was in fact also penetrated by the Soviet
security forces.”? Misguided as they were, OPC calculations had it that this latter
category of groups could, if provided with sufficient support, act as catalysts for the
promotion of ever widening dissent which would gradually gather momentum and
ultimately bring down the Soviet edifice from within.?3 The attraction of this strategy
was that it dovetailed with Wisner's psychological warfare offensive. Envisaged as
serving medium to long-term aims, this programme saw the OPC use high level
balloons to airdrop millions of leaflets behind the Iron Curtain and broadcast
propaganda, firstly into Eastern Europe under aegis of Radio Free Europe (RFE) from
1951, and later to the Soviet Union through Radio Liberty from 1953. Dubbed
collectively as "the Mighty Wurlitzer," Wisner's radio networks were technically
under private ownership but received an estimated $30 to $35 million yearly from the
OPC/CIA over the next two decades and proved to be the most effective of all
America's propaganda tools during the entire Cold War period.**

THE FAR EASTERN DIMENSION

Though OPC offensive covert action anticipated NSC 68, the authorisation of this
directive and the outbreak of the Korean War provided the impetus for the enormous
growth of Wisner's organisation that was to take place over the next two years.?> To
begin with, the conflict opened the way for a geographical expansion of OPC
activities. Prior to this juncture General Douglas MacArthur, who harboured an
enormous distrust of the CIA, hampered the very limited efforts made by the OPC to
operate in the Far Eastern theatre, of which he was commander in chief. The situation
was, however, altered irrevocably once North Korea had invaded its southern
neighbour, for in reaction the State Department and the JCS requested the initiation of
paramilitary and psychological warfare operations against North Korea and China,
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which were to fall under the agency's jurisdiction (see appendix 5).° The OPC's
functional parameters were thus simultaneously extended, particularly after the front
had stabilised in mid 1951 and the authorisation of NSC 10/5 — which superseded NSC
10/2 - provided for a widening of CIA clandestine activities.?’

- The growth of the OPC in the Far East had a knock-on effect, for it led other regional
divisions to press for comparable increases.®® Furthermore, the widespread western
perception that Korea was a decoy for a more significant communist offensive
elsewhere ensured that these arguments did not fall on deaf ears. The fact that
Congress was willing to authorise $100 million for stay-behind units in the event of
war breaking out in Europe is evidence of this.®® Indeed, the Church Report estimated
that by 1952 there were approximately forty different covert action projects under
development in Central Europe alone.!00

Statistics aside, the OPC's track record in the Far East approximated the European
pattern.  Defensive covert action programmes generally proved successful in
advancing American interests, as the counterinsurgency campaign mounted under the
direction of Edward G. Lansdale — an Air Force colonel contracted first to the OPC
then to the CIA — against the Hukbalahap guerrillas (Huks) in the Philippines between
1950 and 1954, demonstrates.!! Conditions in the Philippines were, however, more
favourable than in many of the host countries in which the CIA operated. To begin
with, the Philippines had been a colony of the United States until 1946. Indeed,
Washington had suppressed an insurrection there at the turmn of the century, thus
setting a precedent for Lansdale to follow.1©2 Moreover, though many of the Huks
were communists, the uprising itself derived from the inequitable distribution of land
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on the Luzon Plain, from where the bulk of the guerrillas came. The nature of the
problem was therefore far more parochial than the Manila government's depiction of
it, which was couched in pure ideological terms. The insurgency was, then, one that
was associated with the Cold War, rather than one which was initiated and directed
by Moscow to serve wider Soviet objectives, and the CIA well understood this. !0

Consequently, Lansdale's task was primarily a political one: to cut back Huk strength
by fostering agrarian and wider democratic reform, thereby diminishing the
grievances on which the insurgents thrived, while simultaneously using military
means to bring about a slow ebbing away of Huk strength. This policy required the
use of psychological warfare, political action, and paramilitary stratagems for its
fulfilment, and had succeeded in breaking the back of the insurgency by 1954 104

If defensive covert action proved instrumental in defeating a localised communist-
dominated challenge in the Philippines, then the offensive operations mounted by the
OPC in Asia proved to be ill-conceived and, save for a few endeavours launched in
direct support of the Korean War effort, served only to frustrate American designs.
Domestic and foreign policy considerations dictated that "Truman had to do
something about the Red Chinese but not something so draconian that it would drag
the United States into a world war," and covert action seemed to provide "a measured
response” in light of these imperatives. Under the direction of Desmond Fizgerald,
OPC objectives in the Far East were essentially threefold: (1) to support the American
effort on the Korean peninsula itself, (2) to organise incursions onto the Chinese
mainland in the hope that such moves would divert People's Liberation Army (PLA)
divisions away from the Korean theatre; and (3) to test the extent of Beijing's control
over its outer provinces. Applying similar tactics to those used in Europe, Fitzgerald
capitalised on existing anticommunist strength. Nationalist Chinsese agents were
parachuted from CAT planes into Manchuria with the aim of mobilising resistance to
Mao there. A Nationalist Chinese force of several thousand men, which under
General Li Mi had escaped into Burma in 1949, mounted an insurgency, under OPC
direction, from that country into Yunan province on China's southern flank.'05

L03CIA, "The Current Situation in the Philippines,” 30 March 1949, Central Intelligence Agency
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These enterprises were, however, unqualified failures, firstly because the assumptions
that informed their design were entirely inaccurate: that Mao's grip on power was
weaker than was actually the case and that resistance to his rule was greater than
proved to be true. For example, Fitzgerald believed, at least in the initial stages of the
China campaigns, that American support would serve as the touch-paper for a half
million anticommunist guerrillas on the Chinese mainland to rise up against Beijing.
The OSO assured him that no such force existed, but he continued regardless. The
second major drawback was that the OPC campaigns in mainland China were as
thoroughly penetrated as those mounted in Eastern Europe. !9

Whether resistance on the scale that Fitzgerald orginally anticipated would have
surfaced in the event of a third world war involving the PRC is, as in the case of the
underground movements of Eastern Europe, a matter of conjecture. What can be said
with certainty is that the spread of the Cold War to the Far East, like the advent of the
OPC, served as a key dynamic in the evolution of the CIA in general and of its covert
action mission in particular between 1948 and 1953. There is, however, a third vital
element to be taken into account in gauging the agency's development during this
formative period: the personality, professional status, and organisational skills of
General Walter Bedell Smith, who succeeded Hillenkoetter in October 1950 and
served as DCI until February 1953.107

THE BEDELL SMITH REFORMS

The events leading up to Bedell Smith's becoming DCI began in the autumn of 1948
when the Truman administration appointed Allen Dulles, William H. Jackson, and
Mathias Corea, all of whom were New York lawyers with experience in the field of
intelligence, to investigate the workings of the CIA. Completed in January 1949, the
Dulles-Jackson-Corea report criticised Hillenkoetter's leadership and called for
sweeping reforms of the agency, including the merger of the OSO and the OPC.108
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The National Security Council's adoption of most of the report's recommendations, as
NSC 50, during the following July signalled Truman's intention to replace
Hillenkoetter, but the move was postponed for a year as the White House temporised
over the selection of his successor.!9 What made the DCI's position untenable and
accelerated his removal was Kim Il Sung's violation of the thirty-eighth paralle! and the
fact that it took Washington by surprise.!’® Truman consequently opted to appoint
Bedell Smith to head the CIA and implement the measures outlined in NSC 50.

A point that is made abundantly clear in the official CIA account of Bedell Smith's
period as DCI is that he did not initially want the job. It took a presidential order and
an appeal to duty on the part of Truman himself to prompt Smith, who was in the
throes of recuperating from a serious stomach operation and was considering
retirement, to accept the appointment. Moreover, knowledge of the intelligence
community was not the key imperative in the selection of the general. Rather, it was
his high rank, renown as an organiser, and right-wing anticommunist credentials —
which had sharpened during his period as ambassador to Moscow between 1946 and
1949 — that took precedence over other considerations.!!! Logic had it that, with
McCarthyism on the rise, a DCI who was widely known to hold hard-line views would
provide a buffer for protecting the allegedly liberal CIA in the event of a challenge
from the Wisconsin senator. McCarthy had indicated that after scrutinising the State
Department he would focus his attention on the CIA, and his efforts were fuelled by J.
Edgar Hoover who, after the FBI's loss of jurisdiction over intelligence activities in
Latin America to the CIA in 1947, promoted what was essentially interdepartmental
rivalry behind an anticommunist veil .12

Nevertheless, on becoming DCI Smith found, in the assessment of one operative, "the
kind of vacuum he liked to fill," and set about satisfying what he, Smith, described as

109National Security Council, NSC 50, 1 July 1949, in Wamer, CI4 Cold War Records, pp.295-314.
110The CIA did warn of the potential for a North Korean attack on the South in ORE 41-49.
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proper, concluding as late as 19 June 1950 that North Korea had contemplated an invasion but had
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p.75.
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the nation's need for "an effective intelligence organisation."''3 Some indication of the
general's own inclinations as to which CIA functions should be prioritised were
implicit in this quote. Throughout his three years as DCI, Smith consistently
expressed concern that the agency's growing preoccupation with covert action was
diverting attention away from what he saw as its principal mission of intelligence
collection.!'* The continuing war in Korea, however, made certain that Smith's efforts
to limit the CIA's covert operational commitments were frustrated.

The DCI was most specifically concerned about the magnitude of the CIA's guerrilla
warfare operations. Smith contended that unlike the agency's political operations,
guerrilla warfare projects were hardly covert and should therefore fall under the
jurisdiction of the Defense Department and the military.!'* More generally, Smith
recognised from the moment that he took control of the CIA that the anomalous
relationship between the agency and its covert action branch should be terminated.
An arrangement which found the DCI with no management authority over the OPC, in
spite of the fact that its budget and personnel were allocated through the CIA, was as
unacceptable to Smith as it had been to his predecessor. All other considerations
aside, such a situation carried the potential for an unchecked OPC to accelerate out of
control. Smith regarded this as a very real prospect, given what he saw as Wisner's
unquestioning faith in the efficacy of covert operations combined with the
unprecedented level of resources that were being poured into such activities.

Bedell Smith's rank and forceful temperament ensured that he succeeded where
Hillenkoetter had failed and in October 1950, only days after Smith had taken office,
representatives of State, Defense, and the JCS formally accepted that the DCI would
henceforth assume control of the OPC.!"'¢ The problem for Smith was, however, that
the NSC itself had shown no desire to curb the OPC. Consequently, in the absence of
any real guidance from the highest level as to what was permissible and what was not,
Smith established an internal guidance body in the form of the Psychological Strategy
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Board (PSB) to sanction, and where necessary veto, through what were termed murder
boards, proposals for covert operations.'!?

Despite the existence of such provisions, the DCI remained cautious about testing the
limits of his authority. Smith's predicament springs clearly to light in an example cited
by Peter Grose. In this instance, the DCI became troubled by the potential legal
repercussions of activating "a particularly audacious covert action plan." Reasoning

~ that such a project would, if exposed, seriously jeopardise his own and the country's
standing, Smith sought Truman's advice as to how to proceed.!'® No such reticence
was, however, displayed in the president's response, for he held to the view that
prevailed across the administration generally, namely that a broad scope of clandestine
activity was fully justified on the basis of meeting an aggressive Soviet challenge.
Truman, in fact, adhered so resolutely to this standpoint that he granted Smith a
blanket pardon to allay any further apprehensions he might have in carrying out his
duty.1?

The president's willingness to take such an unprecedented step demonstrated that he
held Smith in high regard. Montague's account maintains that such good relations
between the president and his DCI arose partly from the fact that both had risen from
humble beginnings and shared a similar distrust of West Pointers.'2® That the
president overrode the objections of Army Chief of Staff, General Omar N. Bradley (a
West Pointer) to make Smith a four star general in August 1951, lends weight to this
argument. There was as well the point that "Truman had personally selected Smith to
be DCI, had personally overcome Smith's reluctance to accept that office, and
probably felt a corresponding personal obligation to Smith for having done so."!2!

It 1s, however, the general's professional aptitude that stands out as the most crucial
imperative in commending him to the White House. Immediately on becoming DCI,
Smith began an overhaul of the agency's estimating procedures which saw the
dismantling of the ORE and the subdivision of the agency's intelligence functions to
establish six new specialist branches. The most important of these was the Office of
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National Estimates (ONE), through which the DCI was able to provide Truman with
concise Friday morning briefings that proved to be of great assistance to the president
in the decision making process.'22

Bedell Smith's restructuring of the CIA's intelligence mission led ultimately to the
creation of the Deputy Directorate for Intelligence (DDI) in January 1952. This was
essentially one in a triumvirate of components which also included the Deputy
Directorate for Administration (DDA), through which Smith sought to tighten up the
internal management of the agency (see appendix 6). The third pillar on which the
revised CIA rested was the Deputy Directorate for Plans, which was born as much out
of a determination to resolve the persisting friction between the OSO and the OPC, as
on any desire on Smith's part to streamline the CIA's covert action mission.!23

Colby presents the integration of the agency's two secret operational cultures as
having been a "shotgun marriage."'* Yet the Church Report and the CIA's own
account of events depict the creation of the DDP as a far more gradual affair.
' Relations between the OSO and the OPC had been stormy to say the least from 1948,
when the latter group was formed. In brief, resentinent over salary differentials and
an unwillingness to cooperate in areas where OSO and OPC interests overlapped
ensured that a permanent gulf remained between the professionals of intelligence
collection on the one hand, and the elitist "Park Avenue cowboys" recruited by
Wisner from the Ivy League on the other.!25 A solution to the problem put forward by
Allen Dulles, who became Deputy Director of Plans in January 1951, was the merger
of the two groups.

Dulles's proposal met with general approval in the higher echelons of the agency,
where the capacity to conduct covert operations was for the most part regarded as a
boon to the CIA's prestige, but the DCI himself at first resisted making such a move.
Throughout much of 1951 Smith entertained hopes of shedding the mission of covert
subversion that had been thrust on the agency with the onset of the Korean War. The
promotion of Dulles, an influential enthusiast of clandestine action, to Deputy Director
of Central Intelligence (DDCI) in late August 1951, however, signalled the general's
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realisation that such hopes could not be fulfilled (unlike his predecessor, Wilham
Jackson, Dulles functioned as a "super DDP", focusing on covert action rather than
wider intelligence matters).!26 Consequently, from this juncture a transitional period of
"benign co-ordination" began which paved the way to the establishment of the DDP 1n
August 1952.127

The extent to which the covert action mission had come to dominate the CIA by this
time was readily apparent in the personnel changes that came about with the birth of
the DDP. Wisner became Deputy Director of Plans, which meant that two of the three
top positions in the agency were filled by strong proponents of clandestine action.
Though Richard Helms from the OSO was appointed as Wisner's second in command
to "strike a balance at senior level," tension continued between the agency's two
formerly independent operational components.'?® Some measure of what each camp
percetved to be the effects of the merger is discernible from the differing accounts of
Colby and Copeland. Colby, whose background was with the OPC, which was widely
judged to have gained most from integration, maintains that the merger opened his
mind to the benefits of espionage.'? Former OSO operatives such as Copeland, on the
other hand, harboured continuing concerns that the CIA's intelligence collection
mission was being engulfed by covert action projects.!3 What the creation of the DDP
did, for certain, result in was the maximum development of covert operations.

CONCLUSION

The 1948 to 1953 period saw the largest and most comprehensive expansion of CIA
covert action in the agency's history. Against a backdrop of intensifying international
turmoil, and under the control of as anomalous an organisation as Washington has ever
created, CIA clandestine operations became a key means through which the United
States sought to undermine its communist adversaries. This era saw the agency build
on the precedent it set during the [talian elections, mounting successful projects
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throughout Western Europe and chalking up its first major victory in Asia, with the
defeat of Hukbalahap insurgeny in the Philippines. Equally significant was the
authorisation of offensive covert action, which quickly became a favoured weapon of
engagement for a Truman administration that sought to contain communism effectively
while at the same time adopting as coercive an approach to fighting the Cold War as
was possible without triggering all-out conflict with Moscow and/or Beijing.

In rising to the challenge of penetrating the Iron and Bamboo Curtains the OPC met
with few documented victories, but to dismiss its efforts altogether is to overlook the
fact that much of what it attempted was done in preparation for a third world war
which thankfully never happened. Indeed, there was a strong preparatory dimension to
the entire OPC project, for the mushrooming of its manpower and the burgeoning
budgets that filled its coffers, both from official sources and through the ECA, enabled
Wisner to create a worldwide network that included CIA-owned banks, private
businesses, and front organisations. These proprietaries were to prove indispensable to
the successful prosecution of agency projects for the next thirty years. With respect to
its operational parameters, the OPC was permitted enormous scope, but encountered
severe setbacks in carrying out its mission in the 'denied areas.’ Nowhere was the
chasm between the ambitions that Wisner and his colleagues entertained in acting
against the communist bloc, and what they actually achieved in pursuing these
ambitions, more pronounced than in the four year clandestine action offensive that the
OPC/DDP mounted against communist Albania.
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CHAPTER 4

OPC INTERVENTION IN ALBANIA:
AN EXPERIMENT IN OFFENSIVE COVERT ACTION

Between 1949 and 1953, the OPC/DDP conducted a covert operation, initially in
partnership with MI6 but from 1952 as an exclusively-American enterprise, to bring
about the downfall of the Soviet-controlled communist regime which, under Enver
Hoxha, had ruled Albania since the end of World War II. Code-named BGFIEND
and envisaged as "a clinical experiment to see whether larger rollback operations
would be feasible elsewhere,” the Albanian project was the archetypal offensive
covert action campaign, in that it marked the first and only western attempt to unseat a
communist regime within the Soviet orbit.! That the venture was also an unqualified
failure that "proceeded resolutely from one disaster to another," 1is nowhere
contested.? What remains open to question is why this should have been the case.

Most treatments of BGFIEND attribute varying degrees of blame for the debacle to
Kim Philby, who as MI6 liaison officer in Washington played an instrumental role
coordinating and managing the British dimension of the operation. Philby was, of
course, a Soviet agent who, by his own admission, betrayed the venture until he was
uncovered by the CIA in mid 19513 His treachery goes only part of the way towards
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30f the primary works dealing with the Albania operation Philby, My Silent War, is illuminating if only
because it gives an inside view of the working relationship between MI6 and the CIA, and of how these
organisations regarded their Albanian charges. It needs to be treated with caution, however, given
Philby's interest in justifying his motives and the possibility that he may have been using the book as a
vehicle to spread disinformation and sow discord both within and between the British and American
intelligence services. David Smiley, Albanian Assignment (London, 1984), pp.159-164, provides an
alternative first-hand insight into the Bntish contribution to the venture. Smiley was a veteran of the
SOE who trained Albanian émigrés during the early stages of the campaign. Michael Burke,
Qutrageous Good Fortune (Boston, 1984), pp.139-169, looks at the enterprise from an American

~ perspective. Like Smiley, Burke had wartime experience in the field of paramilitary action, in his case

with the OSS. An early recruit to the OPC, he was given responsibility for organising offensive



explaining the failure, however, for BGFIEND was also retarded by: (1) the tendency
of the western intelligence agencies to overestimate their own abilities and
underestimate their enemies; (2) the ill-advised decision to select an Axis-tainted
group to front the operation's political wing; and (3) the OPC's and MI6's failure to
maintain tight enough security in their recruitment of Albanian exiles from the DP
camps, where leaks were commonplace and Soviet spies were known to be active.
Not only did these flaws compromise the Albania campaign, they were a replication
of the wider drawbacks that rendered CIA offensive covert action ineffective in the
Soviet bloc generally during the 1948 to 1953 period. BGFIEND was, then, umque
for what it sought to achieve but at the same time typical in that it was impaired by
similar drawbacks to those which hampered CIA offensive operations elsewhere in
Eastern Europe. Above all other considerations, however, the Albania campaign
proved that clandestine paramilitary methods were not, in themselves, enough to
secure the overthrow of even the weakest of Soviet satellites.

ALBANIA AND THE BALKANS: THE VIEW FROM WASHINGTON

The Truman administration's decision to make the Hoxha regime a target of the OPC
was influenced by both offensive and defensive considerations. The most backward of
the Kremlin's satellites, Albania was separated geographically from the Soviet bloc

operations against the Soviet bloc generally, and was one of those charged with training Albanian
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following Tito's expulsion from the Cominform. Washington reasoned that this
opened the way for the dislodgement from the Soviet sphere of influence of a country
that, prior to Moscow's rift with Belgrade, had been regarded as "little more than a
Yugoslav republic."* Cut off from its allies, Albania was also diplomatically isolated
(for a map of Albania and the operations launched against the Hoxha regime see
appendix 7). It was neither a signatory to the Balkan Peace Treaties, which meant that
it was still technically at war with Greece, nor was it a member of the UN. Indeed,
- Tirana was in conflict with the UN following Albania's refusal, in April 1949, to
comply with an International Court of Justice ruling requiring it to pay compensation
to the United Kingdom for illegally mining the Corfu Straits and damaging two Bntish
destroyers in the process.3

Russian concerns vis-a-vis the Hoxha regime were a mirror of American ambitions. If
only for reasons of prestige, Moscow could not afford to allow a further satellite
defection. Weak though Albania was, moreover, it was of considerable strategic value
to the Soviet Union: for flanking operations against the Yugoslavs; for supplying the
Italian communists, and, before Stalin withdrew his support from the communist
insurgency in Greece, as a base for the KKE.¢ The Kremlin had, in addition, began
with the construction of a submarine base on the island of Saseno at the entrance of
Valona Bay by 1948, and this was seen by the United States as posing a major long-
term threat to western interests in the Adriatic and the Mediterranean.”

Acutely aware of the extent to which the Hoxha regime was vulnerable to western or
Yugoslav takeover, Moscow enforced a control over Albania that was regarded by
Washington as being "the most open and direct of any in the Soviet orbit."® Russian
advisors orgamised and held key positions in Hoxha's military and security forces,

4CIA, Intelligence Memo. 218, "Strengths and Weaknesses of the Hoxha Regime in Albania," 12 Sept.
1949, Intelligence Memos. 1949 folder, box 250, Central Intelligence File, PSF, Truman Papers,
HSTL.

3CIA, Special Evaluation No.24, "Prospects for Soviet/Satellite Support for the 'Free' Greek
Government," Special Evaluations folder, box 250, CIA File, NSC Records, Truman Papers, HSTL;
Department of State Policy Paper on Albania, 21 Sept. 1949, FRUS 1949, Vol. 5: 320-322.

6CLA, Memo. 218, "Strengths and Weaknesses of the Hoxha Regime."

7ibid; CIA, ORE 71-49, "Current Situation in Albania," 15 Dec. 1949, ORE 1949 folder, box 257,
Intelligence File, PSF, Truman Papers, HSTL.

8C[A, Memo. 218, "Strengths and Weaknesses of the Hoxha Regime."
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while the Albanian Communist Party (ACP) was routinely purged of potential
dissidents, and "all members of the government [were kept] under continual
surveillance."® Comprehensive as these measures were, they created conditions which
the OPC could exploit, in that they induced fear and resentment of the Soviet Union
rather than loyalty to it. This was in fact pointed out in a State Department paper
which estimated that opposition to Hoxha and his Soviet patrons was so pronounced
that it "included almost everyone not directly involved in the regime."1°

Washington's belief that Albania represented the most viable target for rolling back
Soviet power was given further impetus in October 1949, the month that the first
OPC/Ml6-directed infiltration was launched, when Hillenkoetter reported that the
Kremlin was reconsidering its position towards the Hoxha regime as part of a major
revision of Moscow's overall Balkan strategy. The Soviet Foreign Office feared that
continuing Albanian support for the KKE might lead to an international crisis "which
the U.S.S.R. is now unwilling to face." Russia's aim was, rather, to "ease tensions
among Athens, Belgrade, and Tirana," and in line with this policy the Soviet Foreign
Office was recommending "a withdrawal from the Adriatic to Bulgaria."!!

Taken together with the fact that Hoxha's country was already unique amongst the
Soviet bloc nations, in that Moscow had never signed a Mutual Security Pact with
Albania nor admitted it into the Cominform, these developments invited outside
intervention.!2  Geopolitical realities dictated, moreover, that it was safer for the
United States and its allies to attempt to dislodge Albania from the Soviet orbit than
any of the other Eastern European satellites, simply because it was not part of
Moscow's defensive buffer zone. Thus, while its removal would damage Russian
prestige, it would make little difference to the security of the Soviet Union itself.

Wider regional considerations also informed the decision to move against Albania.
American plans for Southeastern Europe and the Balkans hinged on bringing Italy,

9Memo. of Conversation by Deputy Director, Office of European Affairs (Thompson) 28 June 1949,
FRUS 1949, Vol.5: 305-307, quote on 306.

Wibid, quote on 305-306

Hillenkoetter Memo., 25 Oct. 1949, Intelligence Memos. 1949 folder, box 250, Central Intelligence
File, PSF, Truman Papers, HSTL.

I2C1A, ORE 71-49, "Current Situation in Albania."
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Yugoslavia, and Greece together "in a common front against the Soviet bloc."* The
establishment of an anti-Cominform bulwark of this kind was not only envisaged as
strengthening containment, it also opened the way for the United States to mount
offensive covert moves against the underbelly of Moscow's Eastern European defence
perimeter. As John C. Campbell, who served as the State Department's Assistant Chief
of Division for Southeast European Affairs during the late 1940s and early 1950s,
maintained, the United States ran operations that focused on "trying to stir up
opposition and [giving] support to potential opposition” in Bulgaria, Hungary, and
"elsewhere" in the region, as well as in Albania, during this period.!

Detail on these ventures is sparse, but Campbell describes them as being aimed at
"causing trouble for" rather than rolling back the enemy.!> What can be said is that
such enterprises approximated the objectives that American allies were pursuing or
would like to have seen pursued. "A Pan-Danubian Federation" consisting of the
former countries of the Austro-Hungarian empire was, for example, the Vatican's
prescription for combating communism in the Balkans. How much the church actually
did to create such an organisation is a matter of speculation, but certainly the CIC took
cognizance of the plan, and the OPC is alleged to have recruited Vatican-backed
Croatian Ustase veterans, who fought with the Germans during the war, to take part in
Operation Bloodstone. !¢

The Yugoslavs also had an interest in sowing discord within the borders of their
Russian-dominated neighbours. During 1948 and 1949, Moscow conducted a "war of
nerves" with Belgrade, positioning between five and nine divisions around the
Yugoslav periphery. Tito responded by sponsoring guerrilla action in Albania and
especially Bulgaria, as well as exploiting tensions between ‘'nationalist’ and
'Internationalist' communists which first came to light in the Soviet bloc when Belgrade
was expelled from the Cominform.!?

13Policy Paper Prepared by Acting Chief of Division of Southeast European Affairs (Campbell), 12
Sept. 1949, FRUS 1949, Vol.5: 311-313, quote on 313.

14John C. Campbell, OH 284, pp.206-207, HSTL.

13ibid, p.206.

16Hersh, The Old Boys, pp.182-183, quote on p.182.

I7CI1A, Intelligence Memo. 232, "Significance of Recent Intensified Soviet Action Against Tito, 5 Oct.
1949, Intelligence Memos. 1949 folder, box 250, PSF, HSTL; CIA, Memo. 218, "Sfrengths and
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The deployment of OPC covert action against Hoxha was seen as complementing these
initiatives as well as serving American policy in the Balkans. BGFIEND would, if
successful, rid Yugoslavia of a troublesome adversary without forcing Belgrade to take
overt action and run the risk of coming into direct conflict with Moscow. Tito had, in
fact, attempted to engineer a coup against the Tirana government between 1948 and
1949, only to see his plans thwarted when Koci Xoxe, the pro-Yugoslav Albanian
Interior Minister who Belgrade favoured as Hoxha's successor, was purged in June
1949. After this point, Tito's options were limited, which made him more amenable to
working in concert with the United States.!® Indeed, Albanian writers have alleged
that, as was the case with the Greeks and the Italians, the Yugoslavs actively supported
BGFIEND.!? Though the evidence is far from conclusive on this count, such
cooperation would: (1) have been consistent with the rapprochement that took place
between Washington and Belgrade at this time; and (2) have served as a quid pro quo,
given that the OPC arranged for the secret dispatch of five shiploads of American arms
to Yugoslavia, thereby strengthening Tito's position vis-a-vis the Russians without
providing Stalin with the justification to march on Belgrade.2

The principal assumption informing the Truman administration's decision to seek
Hoxha's ouster was, however, that success in such an endeavour would, following on
from the Yugoslav schism, further undermine the image of Soviet omnipotence in
Eastern Europe. The most desirable outcome envisaged by Washington as resulting
from the successful execution of BGFIEND was the immediate entry of a democratic,
independent Albania into the western fold, with a communist Albania closely allied to
Yugoslavia as the next best option.2! The crucial point is that, either way, Russian
influence in Tirana would have been eradicated and this was envisaged as serving as a
catalyst for bringing about further fissures in the Soviet bloc.

Weaknesses of the Hoxha Regime"; CIA, ORE 44-49, "Estimate of Yugoslav Regime's Ability to Resist
Soviet Pressure,”" ORE 1948-1949 folder, Intelligence File, PSF, Truman Papers, HSTL.

18CIA, ORE 71-49, "Current Situation in Albania."

19Stefanaq Pollo and Arben Puto, The History of Albania from Its Origins to the Present Day
(London, 1981), p.265, cited in Winks, Cloak and Gown, p.545.

20Frank Lindsay, Beacons in the Night: With the OSS and Tito's Partisans in Wartime Yugoslavia
(Palo Alto, Calif., 1994), p.334.

* 21Department of State Policy Paper on Albania, 21 Sept. 1949, FRUS 1949, Vol. 5: 320-322; CIA,
Intelligence Memo. 218, "Strengths and Weaknesses of the Hoxha Regime."
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At the same time, an Albania free from Russian control was not without its problems.
Prime among these was the fact that both Yugoslavia and Greece coveted large areas
of Hoxha's territory. This ran against western interests since it opened the way for the
possible partition of Albania and a heightening of tensions between Athens and
Belgrade, which Moscow could exploit. The United States believed, however, that
incentives and inducements could be applied by the western powers to ensure that, if
the need arose, Yugoslavia and Greece could be made to respect the territorial integrity
of Albania.22 Cold War imperatives took precedence over the intricacies of Balkan
politics, then, as the United States, in partnership with Great Britain, sought to bring
about Hoxha's overthrow.

BGFIEND: ORGANISATION AND PREPARATIONS

Operation BGFIEND began as a British enterprise. Sanctioned by Whitehall in
February 1949, it was aimed at displacing Hoxha with the exiled Albanian King Zog,
thereby enhancing Britain's position as a political force in the eastern Mediterranean.
What stood between London and the fulfilment of these aims was money, or more
accurately the lack of it. It was with these considerations in mind that MI6 and the
British Foreign Office lobbied CIA and State Department officials to secure American
financial backing for the project. Recognising that the Albania proposals was an
opportunity to both deliver a blow against Moscow and learn from an SIS that was
renowned for its expertise in the field of covert action, the OPC persuaded its political
masters to second the British plan in April 1949, which from this point became a joint
MI6-OPC venture.?

22The Yugoslavs seized the province of Kosovo at the end of World War II and had ambitions to take
additional areas of northern Albania, see Logoreci, The Albanians, pp.84-103. The Greeks had laid
claim to the Albanian region of northern Epirus (see map, appendix 7). Washington wished to see
existing frontiers in the Balkans respected, favouring moves to consider, for example, the Greek claim
through "an appropriate international body at a later time," Department of State Policy Paper on
Albania, 21 Sept. 1949, FRUS 1949, Vol. 5: 320-322, quote on 322.

: 23Bethf:ll, The Great Betrayal, pp.35-39; the British code-name for the Albanian campaign was
Operation Valuable, see Prados, Presidents’ Secret Wars, p.46
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An Anglo-American Special Policy Committee consisting of the OPC's Frank Lindsay,
Robert Joyce of the PPS, Earl Jellicoe of the British Foreign Office, and the SIS liaison
officer in Washington, Kim Philby, was subsequently appointed to manage the
enterprise from the American capital.2* James McCargar served as the OPC's senior
coordinator for the project, but the picture becomes unclear as far as who played what
role further down the chain of command, at least on the American side. The confusion
arises largely as a consequence of Wisner's deployment of the New York law firm
model in his management of early OPC operations, whereby several people were
appointed to the same project in order to foster competition and originality, and thus
achieve optimum results. Effective as this theory might have been in the practice of

law, it did not, according to McCargar, transfer well to the field of clandestine action.?
|

\
For BGFIEND to have any prospect of success, it needed to have the appearance of

being an indigenous affair, and this presented the project's managers with a basic
question that would pose recurring difficulties for the CIA in mounting covert
operations throughout the 1950s and early 1960s: the problem of who the OPC and
MI6 should select to front the operation and replace the targeted regime should it be
overthrown. In this respect, a large and various array of candidates presented
themselves. The OSS had, for example, identified 55 different groups as being active
in Albania under some hundred different leaders at the end of World War II. It was,
therefore, only after much political manoeuvring, that the rightward-leaning Balli
Kombétar (National Front) was chosen to front the operation’s political wing. The
National Committee for a Free Albania was, however, far from a perfect construct for
Anglo-American requirements, not least because the majority of Balli Kombétar's
eaders were tainted as a result of their involvement in the administration of Albania
hile it was under Axis control.2¢

GFIEND was projected as becoming operational in November 1949, and in
preparation the OPC and MI6 recruited thirty Albanians from the DP camps. Labelled

4Cave Brown, Treason in the Blood, p.421; Prados, Presidents’ Secret Wars, p.46; Philby, My Silent
War, p.143.

5Thomas, The Very Best Men, p.40; Hersh, The Old Boys, p.264.

6CIA, ORE 71-49, "Current Situation in Albania"; Winks, Cloak and Gown, p.397; Simpson,
lowback, p.123. The Free Albania Committee was made up of 40 percent Balli Kombétar, 40 percent

onarchist Legaliteti, and 20 percent smaller anticommunist factions, see Prados, Presidents’ Secret
ars, p.50.
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'pixies' by the British Special Operations Executive (SOE) and American OSS veterans
who trained them, these would-be insurgents were readied for action at Fort Bin Jema,
a formerly disused castle near the town of Mdina on the British-controlled island of
Malta. An OPC-SIS monitoring station was established at a rented villa in Corfu and a
private schooner, the Stormie Seas, was chartered to put the insurgents ashore for the
first operation, which was launched a month ahead of schedule.?’

Robin Winks suggests that in giving BGFIEND the final go-ahead, Wisner and his
OPC and SIS colleagues were possessed of a naiveté that led them to allow enthusiasm
to override caution.?? While there is some substance to this argument, it is not wholly
accurate. As Evan Thomas, drawing from the CIA's in-house histories, maintains,
Wisner was "not completely unrealistic about the chances of success" in seeking to roll
back Russian power anywhere in Eastern Europe. Records at the Truman Library
reveal, furthermore, that the CIA knew that the Soviet hold on Albania was tight and
that the prospects for a successful covert operation were at best limited, despite the
fact that there was considerable opposition to the Hoxha regime in the country. The
key point is that the OPC saw itself as being under an obligation to probe behind the
Iron Curtain, and Albania presented the most promising target for driving a wedge in
the Soviet bloc.?

Where the judgement of BGFIEND's planners was seriously flawed was in their failure
to recognise the fact that little in the way of a sense of national identity existed in
Albania. The country was essentially a collection of tribes, which Hoxha kept happy
by, for instance, offering bribes of daily supplies of alcohol. This lack of patriotism
greatly diminished the prospect of mobilising nationwide support for the exile
movement and opposition to Hoxha, both of which were necessary if BGFIEND was
to succeed.’® That the OPC and MI6 were not fully cognisant of conditions on the
ground in Albania is also evident from the tactics that they used. Some of the

27Winks, Cloak and Gown, p.397, Bethell, The Great Betrayal, pp.55-56, Smiley, Albanian
Assignment, pp.159-164; Prados, Presidents' Secret Wars, pp.46-47.

28Winks, Cloak and Gown, p.397.

29Thomas, , The Very Best Men, p.38; CIA, Intelligence Memo. 218, "Strengths and Weaknesses of the
Hoxha Regime."

30Memo. of Conversation, by the Deputy Director, Office of European Affairs (Thompson), 28 June
1949, FRUS 1949, Vol.5: 305-307; Memo. of Conversation, by Chief, Division of Greek, Turkish, and
Iranian Affairs (Jernegan), 16 Aug 1949, ibid, 308-309.
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insurgents that were infiltrated into the country were, for example, given
anticommunist propaganda leaflets to distribute, but such moves were of questionable
value since 80 percent of the Albanian populace was illiterate. Wisner's launch of the
short-lived Radio Free Albania proved equally futile, given that the country had little
in the way of electricity and very few radio sets or batteries.3!

Targeted on a tightly-controlled Soviet satellite and compromised by a traitor at the
heart of MI6, then, BGFIEND was also doomed to failure by ill-conceived planning
and the primitive nature of the host country. However, it took four years, before these
and other drawbacks inherent in the plan registered fully. If any serious doubts were
raised about the viability of BGFIEND as the OPC embarked on the venture in 1949,
then Wisner certainly did not allow them to puncture his optimism.

BGFIEND: THE ACTION PHASES: FROM THE THE KARABURUN MISSION TO THE PURGES
OF 1954

The first of the covert operations to be mounted against communist Albania began on 3
October 1949, when two groups of insurgents were infiltrated from the Stormie Seas
onto the Karaburun peninsula.3? The specific aims of this venture remain unclear, but
the fact that it marked the initial move against Hoxha, and that the target area was the
hub of Soviet maritime activity in the Adnatic, point to its having been conceived
primarily as an exploratory, intelligence-gathering mission. If this was the case then
the operation was not the failure that it is depicted as having been in some treatments
of the Albania campaign. A CIA intelligence estimate from December 1949, which
detailed recent Russian naval developments in "the rocky Karaburun peninsula and
Saseno Island, which guards the entrance to Valona harbor," supports this argument.
Thomas's contention that "useful information" was procured as a result of the operation
likewise challenges earlier arguments that characterise the project as having
"accomplished nothing."33

31Hersh, The Old Boys, pp.263-264, p.271; Nicholas C. Pano, "Albania," in Joseph Held (ed.), The
Columbia History of Eastern Europe in the Twentieth Century (New York, 1992), pp.18-33.
32Bethell, The Great Betrayal, pp.87-91; Winks, Cloak and Gown, p397-398.

33CIA, ORE 71-49, "Current Situation in Albania"; Thomas, The Very Best Men, p.39; Winks, Cloak
and Gown, p.397.
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At the same time, the Karaburun landings could in no way be interpreted as having
been an unqualified success. To begin with, as an almost exclusively-British
enterprise it was extremely vulnerable to betrayal by Philby, and indeed Albanian
security forces scoured the region in anticipation of the landings. The Hoxha regime,
nevertheless, enjoyed only limited success in its efforts to intercept MI6's 'pixies.’
Estimates vary as to how many men took part in the Karaburun mission. Thomas's
figures of 20 insurgents being landed, with a loss rate of 20 percent are at odds with
other studies, which number nine infiltrators as having been dispatched. Of these, four
are said to have evaded Hoxha's security cordon to distribute propaganda leaflets in the
town of Nivica before escaping to safety; three were killed; one was captured; and one
disappeared.’* Whichever account is accurate, the key point is that all imply that the
information relayed to Tirana was general rather than specific. This in turn raises
doubts about the extent to which Philby compromised the operation, if he
compromised it at all, given that, as co-commander of the project he would have had
unfettered access to the logistical details of the mission.

Certainly, the capacity for OPC-MI6 plans to fall into enemy hands was considerable
without any treachery on the part of Philby. The Albanian community in Rome, from
where the recruits for the Karaburun landings came, was full of leaks, and sprinkled
with Soviet agents. The insurgents had, furthermore, been permitted to socialise freely
in Mdina and the surrounding Maltese towns prior to the operation. The possibility
therefore existed for BGFIEND to have been betrayed through two sources quite
separate from Philby, which in fact goes some of the way towards explaining why the
MI6 liaison officer succeeded in betraying the Albania campaign for as long as he did:
put simply suspicion fell elsewhere. Not only this, but the OPC knew that BGFIEND
was compromised, because Angleton, who as an OSO officer was not informed
officially of its existence, discovered the details of the operation from one of his Italian
contacts and told McCargar.3> The clear implication, therefore, was that if Angleton
knew, then Hoxha might know too. This information was, however, relayed after the
Stormie Seas had set sail. The OPC and MI6 were thus unable to act quickly enough

34Thomas, The Very Best Men, pp.38-39; Bethell, The Great Betrayal, pp.90-91; Winks, Cloak and
Gown, p.397, Hersh, The Old Boys, pp.263-264.
i 35Winks, Cloak and Gown, p.398.
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to cancel the Karaburun mission, the outcome of which left the SIS discouraged but
Wisner, who regarded 20 percent losses as acceptable, determined to continue.3¢

The aftermath of the Karaburun operation brought several changes in the organisation
of BGFIEND. Firstly, the OPC began to play a more prominent role from this point
onwards, in a trend that was to continue until, by 1952, the Albanian operation was
almost entirely an American project. Karaburun, moreover, alerted its Anglo-
American architects to the need for greater security. Thus, training for the 250 émugrés
who, under the name of Company 4000, were recruited for the subsequent stages of
BGFIEND, was conducted at a base near Heidelberg in Germany, where precautions
against leakage were much tighter than had been the case in Mdina.3” These
organisational revisions were accompanied by a major personnel change when, in
April 1950, McCargar was replaced as OPC coordinator, in a move that came about
more as a consequence of his dissatisfaction with political rather than paramilitary
developments in the Albania programme.38

Though Balli Kombétar had never been an entirely satisfactory entity for serving
Anglo-American requirements, it did at least have the ment of being led by "the
distinguished writer, scholar, and former diplomat" Midhat Frasheri, who, despite
having been a wartime collaborator, was deemed to be of an acceptable enough
pedigree to lead the Albanian National Committee.3® Problems arose, however, when
Frasheri died suddenly in the Lexington Hotel in New York City on the very day that
the Stormie Seas was dispatching 'pixies’ onto the Karaburun peninsula. Whether the
Albanian politician's untimely demise was the result of foul play or natural causes is
still unclear. The coroner opted for the latter, but Frasheri was at risk from Hoxha's
agents, who, so Frasheri claimed, were active amongst the Albanian community in the
United States, and from rivals within the émigré movement itself, some of whom were

36Thomas, The Very Best Men, p.39.

37Burke, Qutrageous Good Fortune, pp.139-169; Hersh, The Old Boys, p.271; Thomas, The Very

Best Men, p.68;, Winks, Cloak and Gown, p.398.

38Hersh, The Old Boys, p.270.

39CIA, ORE 71-49, "Current Situation in Albania"; quote from Anton Logoreci, The Albanians, p.72;
_Simpson, Blowback, pp. 123-124.
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in New York City at that time for the very reason of discussing the organisation of the
National Committee.*0

What caused McCargar's exit was the selection of Hasan Dosti as Frashen's
replacement. Dosti was Albania's Minister of Justice during the Axis occupation of the
country and was severely tainted, as were the individuals he sought to promote within
the National Committee. For McCargar, the appointment of fascist stooges of this
calibre took away any political appeal BGFIEND's political wing might have had, and
without the existence of a feasible political alternative to Hoxha the Albanian
operation was, regardless of the effectiveness or ineffectiveness of its paramilitary
element, severely impaired.*!

The onset of the Korean War, however, heightened Wisner's determination to wrest
another satellite from Moscow's control and Albania remained the most viable target.
Operations were thus launched periodically throughout 1950 under the command of
McCargar's successor, Gratian Yatsevich, an American Army colonel who had
extensive experience of working in the Balkans, most recently in Bulgaria. Company
4000 volunteers continued to be infiltrated over land and by small boats, but by this
time the OPC and MI6 were also mounting airborne incursions using British-
contracted Polish pilots. Despite the increase in resources and tight security at
Heidelberg, these ventures followed a famihar pattern, that found many of the
insurgents caught, if not on entry into Albania then shortly afterwards, by Hoxha's
secret police.*?

40Prados, Presidents' Secret Wars p.48; Hersh, The Old Boys, p.265.

41Simpson, Blowback, pp.123-124; Hersh, The Old Boys, p.270.
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The most commonly cited explanation for such compromising of BGFIEND is
treachery. Philby himself claimed to have betrayed the Albanian campaign and several
subsequent studies have followed suit in making the MI6 haison officer central to the
failure of the venture.®* Yet, as Winks points out, this is not wholly convincing when
details of, for instance, two airborne incursions on the Martanesh plain to the East of
Tirana, are subjected to scrutiny. The first of these flights was aborted after the Polish
pilots could not locate the drop zone. During a second attempt mounted the following
week, the pilots again failed to find the drop zone, but nine émigrés jumped anyhow,
their supplies falling on a village rather than the designated site. Hoxha's forces
intercepted seven of the parachutists, while two others escaped. Such success could
not, however, have come about through Tirana having access to pinpoint information,
simply because the insurgents did not land where they were supposed to.+

Indeed, the poor execution of the Martanesh operations might, ironically, have been
responsible for them having been given away. The postponement of the first mission
gave the Albanian authorities forewarning of at least the potential for a second attempt.
 More significantly, the fact that supplies were mistakenly dropped on a village during
the second mission was, in itself, enough to have alerted Hoxha's security forces to the
presence of insurgents in the area.*> There was, then, some substance to Philby's claim
that the OPC's failure to take full cognisance of conditions in Albania, its
mismanagement of BGFIEND generally, and its disregard for the lives of the 'pixies’ it
recruited were as responsible for the Albanian debacle as the British MI6 officer's
treachery.#6

In spite of the failure of the sporadic operations mounted in 1950, the following two
years saw a redoubling of efforts on the part of the OPC to unseat Hoxha. It was
during this period that Wisner temporarily established Radio Free Albania, and an
increase in resources allocated to BGFIEND resulted in the infiltration of some sixty
exiles into the country by land, sea, and air during 1951 and 1952. Almost all of these
insurgents were either captured or killed, leaving Alfred C. Ulmer, whom Wisner
appointed as CIA station chief in Athens in 1951, to maintain later that "we realised
after a while that we were dropping [the Company 4000 recruits] into a controlled

43Phj1by, My Silent War pp.194-199; Bethell, The Great Betrayal.
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situation."*” This, of course, begs two obvious questions, the first of which being who
or what was responsible for such a systematic uncovering of the venture?

To be sure, some of the blame again rests firmly on the shoulders of Philby. By July
1951, however, the CIA had investigated the background and activities of the MI6
liaison officer and substantiated suspicions that he was a Soviet agent to a sufficient
degree to persuade Bedell Smith to declare him persona non grata and send him back
to London.*8 The betrayals that took place beyond this point, therefore, would have to
have come from another spy or spies within the organisation of BGFIEND. Certainly,
CIA suspicions that the enterprise was penetrated did not end with the uncovering of
Philby. Yatsevich and Angleton are, for example, said to have picked out some "lower
level plotters” from the Free Albania Committee who were identified as security risks,
but whether the operation was compromised by a higher level source other than Philby
remains a matter of conjecture.*

Hoxha's success rate in countering western efforts to engineer his downfall during the
middle to latter stages of BGFIEND might also be attributable to developments within
Albania itself. In February 1951 a bomb exploded at or near the Soviet embassy in
Tirana, killing or injuring a number of Russian diplomats and military personnel.
Hoxha used this as a pretext to introduce an emergency decree that laid down even
more draconian measures than had already been implemented.’® Not only did this
tighten further the Tirana regime's hold on power, it also presented Hoxha with an
additional means of penetrating Anglo-American plans, for he could blackmail exiles
who were involved in BGFIEND into betraying the programme by threatening
relatives who were resident in Albania. That the Hoxha regime's threats were not
empty ones would have been evident from the fact that Tirana was already conducting
a reign of terror, which in turn would have made the émigrés targeted more ready to
comply.

4MWinks, Cloak and Gown, pp.399-400; Thomas, The Very Best Men, pp.68-71; Ulmer quoted in
Hersh, The Old Boys, p.273.
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491nterview with Yatsevich in Hersh, The Old Boys, p.322.

| 5OLogoreci, The Albanians, p.107.
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A second and equally perplexing question to arise from the study of BGFIEND is why,
in the face of such unremitting failure, did the OPC/DDP continue with the enterprise
for so long? Elusive as the answers to this might be while so much of the Albania
campaign remains classified, evidence drawn from interviews conducted by Hersh,
Thomas, and others with those involved in the operation suggests that part of the
explanation boils down to human nature. The abandonment of a project that had
consumed an enormous investment of time, effort, and resources, as well as having
cost hundreds, or if Chapman Pincher's figures are accurate, perhaps a thousand lives,
was extremely difficult to contemplate.5! Like the gambler who overestimates his luck
and stays too long at the roulette table, hoping in vain to make good on his losses,
Wisner was driven by a negative dynamic, whereby the longer the Albania campaign
went on, the harder it was to terminate.

Also decisive to the OPC/DDP's reluctance to abort was the point that BGFIEND
spanned the full duration of the Korean War. In this sense, covert paramilitary action
in Albania was a constant thorn in Moscow's side. Company 4000 émigrés killed on
the Martanesh plain were, like American soldiers killed on the 38th Parallel, casualties
of a wider conflict that the western powers were engaged in with what they perceived
to be a Soviet-controlled monolith. To have conceded defeat in Albania would have
been to have taken pressure off the Kremlin at a crucial time, and the OPC/DDP was
not in the business of making life easier for the Russians, however many Albanian
lives such a move would have saved. The uncovering of Philby went much of the way
towards explaining the failure of the Albania campaign during its first two years,
moreover, which could only have caused Wisner to view the prospects for BGFIEND
in a more optimistic light from mid 1951 onwards. Indeed, misplaced optimism was a
fundamental element in the final defeat of the four year effort to unseat Hoxha.

By 1952, the Albania campaign had, by default, become an exclusively-American
enterprise. Indigenous input now came from the monarchists, the Balli Kombétar
contingent having lost its enthusiasm and extricated itself from the project, just as MI6
had done.5? Between late 1952 and early 1953, however, radio messages emanating

31The estimate of a thousand deaths is in Chapman Pincher, Too Secret Too Long (New York, 1984),
p-300. The figure includes not only the insurgents but also those who cooperated, or were believed by
Hoxha to be involved in BGFIEND. Logoreci numbers those killed, executed, or imprisoned as a result
of the operation as running into several hundred, see Logoreci, The Albanians, p.109.

—izHersh; The Old Boys, p.321. o 7
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from DDP/royalist assets in the target country told of growing unrest and dissent
among Hoxha's military and police, to the extent that, by spring 1953, Albanian
security forces were said to be on the brink of rebellion. Accompanied by requests for
money, weapons, radio transmitters, and human expertise, these reports raised the
expectations of Yatsevich and Wisner, though not of the DDP's radio operators or
counterintelligence experts, who noticed that the fist — the distinguishing key pattern
adopted by the telegraph operator in Albania who was believed to be sending the
messages — was wrong. These fears were proven to be woefully accurate when, in a
ruse that recalled the WiN deception, royalist insurgents who were infiltrated into
Albania in response to the radio appeals were arrested by waiting security forces. The
most determined, persistent, but at the same time futile offensive covert operation that
the CIA mounted during its early years thus ended with Tirana hosting a string of very
public show trials staged in the early months of 1954.53

CONCLUSION: DECEPTIONS, LEGACIES, AND LESSONS

BGFIEND raises as many questions as it offers answers. From the perspective of how
offensive covert action was envisaged as advancing American policy, both towards
Albania and in the context of Washington's wider Balkan and Cold War designs, the
objectives were clear. The displacement of a rigidly-doctrinaire, Russian-controlled
junta in Tirana by a pro-western, or failing that a Yugoslav-aligned regime, would: (1)
deliver a blow to Soviet prestige and encourage repeat performances behind the Iron
Curtain; (2) enhance Tito's position vis-a-vis Stalin; and (3) remove a strategic threat to
western interests in the Adnatic.

On a tactical level, however, the Albania campaign was deeply flawed from the time of
its inception through to its final demise. The lack of a viable political alternative to
Hoxha; poor management on the part of the OPC/DDP and MI6; and the failure of
these same parties to fully appreciate the gravity of the task that confronted them in
attempting to unseat a regime that was so closely supported by the highly professional
Soviet secunty forces and so willing to resort to terror as was Hoxha's: all of these
factors have led recent studies of the Albania operation to conclude that it would have

33thid, pp.321-323; Prados, Presidents’ Secret Wars, pp.50-51.
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ended in failure without any help from Philby.5* More than forty years after his time
as the OPC's psychological warfare head, Joseph Bryan confessed that he had never
disabused himself "of the feeling that we were a bunch of amateurs," and nowhere was
this more pronounced than with BGFIEND. Indeed, Bryan was referring to the
Albanian venture when he offered this observation.’*

Lord Bethell, the author of what is still the most comprehensive study of the Anglo-
American programme to remove Hoxha, asked in a later work why the project was
allowed to continue after Philby's exposure in July 1951, and some effort has been
made here to address this issue.’®  There is, however, a more pressing question to
arise from the Philby case, namely why was he appointed to such a sensitive position
as MI6 liaison to Washington at all? His past was, after all, replete with
inconsistencies that raised doubts about his character and his loyalties.5?

He had marnied communist activist Alice Friedman in Vienna in 1934 and had himself
become a communist activist in the city. He had lied about the fact that he was still
married to Alice on joining the SIS in 1940, claiming to have divorced her and wed his
second wife Aileen. When discrepancies emerged on this count some six years later,

54Andrew, Secret Service, p.493; Winks, Cloak and Gown, pp.398-399.

33Interview with Joseph Bryan in Hersh, The Old Boys, p.272.

56Nicholas Bethell, Spies and Other Secrets: Memoirs from the Second Cold War (London, 1994),
p.302.

57The study of Philby and his impact on the Cold War is extensive, beginning with Hugh Trevor-
Roper's The Philby Affair: Espionage, Treason and the Secret Services (London, 1968), and E.H.
Cookndge's The Third Man: The Truth About "Kim" Philby, Double Agent (London, 1968), both of
which were published the year before Philby's own memoirs. The following decade saw, among other
works on the subject, the release of Andrew Boyle's The Climate of Treason; Five Who Spied for
Russia (London, 1979) reopen the debate on Philby and the Cambridge spies. A succession of books
followed in the 1980s, including Andrew Sinclair's The Red and the Blue: Intelligence, Treason, and
the Universities (London, 1986), in which it is maintained that the CIA alerted MI5 to the existence of
Soviet moles in British Intelligence. Further light has been cast on the Cambndge spies and the Philby
case during recent years with the publication of Andrew's and Gordievsky's KGB, Yuri Modin's My
Five Cambridge Friends (New York, 1994), and Genrikh Borovik's The Philby Files: The Secret Life
of Masterspy Kim Philby (New York, 1994). For a useful analysis of CIA counterintelligence chief
William Harvey's suspicions concerning Philby see Newton, The Cambridge Spies, pp.306-341. By far

| the most comprehensive work to appear on Philby, however, is Cave Brown's Treason in the Blood.
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he 'came clean,’ blaming the onset of war for his inability to settle his marital status.
His explanation was apparently accepted by the SIS, after which he divorced Alice and
married Aileen in September 1946.58 This was, however, small beer compared with
the other time bombs that ticked away down the corridors of Philby's murky past.

In December 1939, Walter Krivitsky, a senior Soviet intelligence officer in the Hague,
defected and revealed to American State Department officials that "a British journalist
~ who had gone to Spain during the Spanish Civil War" — a description that fit Philby -
was in the employ of the NKVD. The information was forwarded to London and
remained on Secret Service files.®® More incriminating claims followed as a
consequence of further defections, as was the case in autumn 1945, when Igor
Gouzenko, a cipher clerk at the Russian embassy in Ottawa, told Canadian and British
intelligence officials that a chief of counterintelligence in London was a Soviet spy.s°
Konstantin Volkov, the Russian vice consul in Istanbul, who in September 1945
proposed to offer intelligence to the British in return for political asylum, stipulated
that details of his plans be relayed to London by means other than signals because two
Soviet agents were operating in the Foreign Office and "one in counterintelligence."¢!

The actions that Philby took in response to Volkov's proposals, moreover, raised
doubts about his loyalty among some British Security Service (MI5) officials and with
Angleton. Only hours after the head of MI6 ('C’), Stewart Menzies, informed Philby of
the details of the Volkov case, which were highly sensitive and disclosed only on a
need-to-know basis, MIS noted a period of heavy Soviet traffic, firstly between
London and Moscow, and shortly afterwards between Moscow and Istanbul. If this
raised suspicions, then so too did Philby's recommendations for managing Volkov.
The MI6 counterintelligence chief suggested that "someone" — meaning Philby himself
— should go to Istanbul, interview the Russian vice consul, and determine how to
proceed. It took three weeks, however, before Philby reached the Turkish city, and in
the meantime Volkov had disappeared, presumably back to the Soviet Union. This led
John Reed, the British official whom the prospective Soviet defector had first
approached, to lodge an official complaint over MI6's handling of the case. Reed
believed that Volkov had been betrayed by Philby, and he communicated his disquiet

58Cave Brown, Treason in the Blood, pp.262-263.
3%ibid, p.219-223.

60ibid, p.366.

61ibid, p.363.
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to an SSU officer in Istanbul 62 Angleton, who first learned of the Volkov case, or at
least Philby's version of it, from the MI6 officer himself during a detour he made to
Rome before returning to London from Istanbul, was likewise suspicious. If Philby
had really wanted to interview Volkov, Angleton concluded, he would have reached
Istanbul in twenty-one hours not twenty-one days.53

These were, 1n fact, just some of the question-marks that had mounted up in relation to
Philby prior to his move to Washington in 1949. If such information did not prove he
was a spy, then it certainly should have been taken into account before selecting him
for such a sensitive posting. There was, as well, a long list of influential people who
either believed that he was in Moscow's employ or had been warned that he might be.
Sir John C. Masterman, head of the XX Committee, the MI5 section responsible for
double agents during the war, was allegedly advised by the Director General of MI5
- Sir David Petrie, and its counterintelligence chief Guy Liddell, to treat Philby with
caution. Masterman reportedly discussed these concerns with Norman Holmes
Pearson, chief of the London branch of X2, who 1s in turn said to have relayed them to
Bill Donovan. 5

Suspicions continued into the postwar period, as has already been discussed. Indeed,
by the autumn of 1950 Wisner had deduced that OPC-MI6 offensive operations in the
Soviet bloc were being compromised by a high-level traitor and the prime suspect was
Philby 6% Exactly what action was consequently taken is unclear, but it seems credible
to assume that it was on the strength of these fears that the head of CIA
counterintelligence, William K. Harvey, initiated the investigation that led to Philby's
uncovering. Whether Wisner or any of his colleagues harboured any suspicions in
respect of Philby prior to this point is open to debate. The CIA is alleged to have
reports on the MI6 officer in its "Black Files" — a collection of supersensitive files
containing information that could severely embarrass the American government —
which reveal that Harvey regarded Philby as suspect in 1949 when he first came to
Washington.5¢ That these documents have never reached the public domain makes this

62ibid, pp.363-366.
63;bid, p.365.
64Winks, Cloak and Gown, p.401. Winks refers to Masterman's wartime organisation as the Twenty
Committee, but the 'XX' was not in fact a Roman numeral, it stood for ‘Double Cross '
65Cave Brown, Treason in the Blood, pp.421-422.
ibid, p.422.
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claim impossible to verify. What is notable, however, is that some who were involved
in BGFIEND gave the MI6 liaison a wide berth even before he came under official
investigation. Carmel Offie, the OPC officer responsible for Albanian Liberation
Committee staffing requirements, for instance, was so suspicious that Philby might be
a spy that he, Offie, made a point never to appear in public with the MI6 officer.¢’

One theory that was apparently leaked from Angleton to William Corson is that at
some time during the late 1940s, the CIA discovered through its connections with the
Israeli intelligence service, that Guy Burgess, Donald Maclean, and Philby were Soviet
agents. Rather than expose them immediately, however, the agency is said to have
opted to use them to spread disinformation 88 According to Major General Edwin L.
Sibert, who joined the CIA as an assistant director with zone responsibility for
strategic deception, Philby was used in an elaborate and highly secret deception
operation. Mounted "at the time of the Korean war," this project was aimed at
convincing Stalin that the American Strategic Air Command (SAC) had the capability
to carry out its mission effectively in the event of war breaking out between the
superpowers.5?

The so-called Trojan Plan envisaged the SAC as dropping 425 atomic bombs on 90
targets in cities across the Soviet Union. This was to be executed in two phases as
soon as hostilities began, with the aim of delivering a "single war-winning blow."
Pentagon studies raised doubts about the feasibility of the plan, however, most
particularly in its second phase, and it was assumed that the Kremlin had also been
alerted to the SAC's inadequacies. A deception programme was thus deemed
necessary, but CIA calculations had it that Stalin would neither read, nor be induced to
take seriously, intelligence reports on the effectiveness of the SAC unless they came
from a tried and tested source.”

67Hersh, The Old Boys, p.271.

68Cave Brown, Treason in the Blood, p.401; Corson, Armies of Ignorance, pp.327-328.

69Cave Brown, Treason in the Blood, pp.401-402, Sibert quoted on p.401.

T0The first phase of Trojan projected SAC B-29, B-36, and B-50 bombers as striking Moscow,
Leningrad and 18 other maximum priority cities with 133 atomic bombs. The second phase was to
consist of 70 cities and 292 atomic bombs. The B-29 and B-50 bombers were to be dispatched from
bases 1n the United Kingdom, Okinawa, and Cairo-Suez, while the B-36s were to fly from the United
-States. The Pentagon's findings estimated that the first phase might succeed, but not the second,
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That Philby had a history of supplying high-grade information to the Kremlin made
him an ideal conduit. Moscow would, furthermore, have had little reason to become
suspicious that a deception was in progress, for it was part of Philby's job as MI6
liaison in Washington to handle much of the Anglo-American dimension of Trojan.”!
- The problem with this claim is in its corollary: that the CIA allowed Philby to
compromise BGFIEND, other offensive operations behind the Iron Curtain, and the
VENONA decrypts — which he was also party to until Hoover stopped British access —
in order to give credibility to the information that he relayed about Trojan.7? These
were extremely high sacrifices to make. Could not Philby have been used as a conduit
without being given access to such sensitive intelligence? Deterring Stalin from acting
on any warlike designs that he may or may not have had by convincing him that the
SAC was an extremely potent force capable of delivering a single war-winning blow,
moreover, might well have been a priority for Washington. However, there was no
guarantee that the Trojan deception would have any impact on the Soviet dictator,

under which circumstances the CIA would have handed over vital intelligence for
nothing.

Leaving aside further speculation on the Trojan plan and its possible impact on the
Albania campaign, the picture of BGFIEND is an incomplete one, and appears
destined to remain so while the British and American authorities still refuse access to
official documents that fully explain what Lord Bethell describes as "this mad
escapade."”? The CIA, MI6, and other western intelligence agencies assured,
moreover, that any potential that existed for shedding light on the affair by examining
it from Tirana's perspective was quickly extinguished, when they reputedly bought the
more important Cold War records from the former communist Eastern European
security services during the early 1990s.7¢

because of the loss of bases, aircraft, and fuel supplies that would result from Soviet reaction, see ibid,
p.403.

Nibid.

72For detail on Hoover's move to stop British access to VENONA see, ibid, p.410.

T3Bethell, Spies and Other Secrets, p.302.

74Miranda Vickers and James Pettifer, Albania: From Anarchy to a Balkan Idepﬁ{y (New York,
1997), p.256. -
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Certainly, Philby was not the only source of leakage in the Albania campaign. Indeed,
Lindsay doubted that "the Kremlin wasted Philby on Albania," arguing instead that
"the operation went down the drain because we couldn't maintain security in the DP
camps and because the communist security apparatus was so damn strong."” While
. the view that the MI6 liaison officer played no role in betraying BGFIEND is
questionable, given the weight of evidence to the contrary, the aftermath of the Albania
operation did see the CIA launch a hunt for Soviet agents, other than Philby, who
might have compromised the project.”

This search for spies, coupled with an interconnected desire to emulate and improve-
on communist brainwashing techniques, was instrumental in triggering one of
BGFIEND's most fascinating legacies: the redoubling of the agency's mind-control
programmes, which were begun by the OSS, revamped during the late 1940s, and
gained new-found impetus when they were grouped collectively under the umbrella of
Project MKULTRA from 1953 onwards. At least some of these mind-control
experiments came under the direction of Sheffield Edwards, who headed the CIA's
Office of Security, which was tasked with protecting agency personnel and facilities
from penetration, but overall control of the venture was the responsibility of Dr.
Sidney Gottlieb. Head of the CIA's Technical Services Staff, Gottlieb reported directly
to Wisner and Helms and worked closely with Edwards's department and the Army
Chemical Corps' research and bacterial warfare centre at Fort Detrick in Maryland.”

MKULTRA programmes found the CIA experimenting in the fields of applied science
and technology, psychosurgery, psychoanalytic and psychokinetic methods, drug-
induced behavioural manipulation, and electric shock treatment, all of which were
aimed at enhancing the agency's ability to penetrate the Iron and Bamboo Curtains, and
to prevent Soviet penetration of the CIA's own operations. At their most extreme,
these hoped-for advances in the field of mind-control and other areas that were
investigated as part of MKULTRA, were conducted to improve the CIA's capacity to
perform assassination.’

75Frank Lindsay quoted in Thomas, The Very Best Men, p.72.

76ibid, p.85; Ranelagh, The Agency, pp.204-20S5.

77Ra.nelagh, The Agency, pp.204-206; Thomas, The Very Best Men, p.211.

78The MKULTRA programme has been the source of a good deal of controversy. It first came to light
as the result of a congressional inquiry, see Joint Hearing before the Select Committee on Human
Resources, United States Senate, 95th Congress, First Session, Project MKUltra: The CIA's Program
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The OPC had in fact created a unit in 1949, labelled PB-7, to handle "wet affairs" —
namely kidnappings and murders of traitors and other undesirables — but it 1s said not
to have been very effective. When, for example, CIA operative E. Howard Hunt
uncovered and sought the elimination of an Albanian monarchist who was believed to
have betrayed BGFIEND, Colonel Boris Pash, the Russian émigré who headed PB-7,
did nothing.” With the advent of MKULTRA enterprises such as Project Artichoke,
however, the CIA investigated assassination in a more clinical manner, in this instance
seeking to assess the hypothetical problem of whether or not "an individual of
[deleted] descent [could be] made to perform an act of attempted assassination
involutarily under the influence of Artichoke."8 Such activities may have been
macabre and unethical, not to mention impractical, but they demonstrate how political
murder became accepted as a necessary and, by the early 1960s, routinely-deployed
tool for advancing American interests in the Cold War.8! This trend can be traced back
to the searching questions that were asked within the CIA in the wake of BGFIEND
and the failure of other offensive covert operations launched by the agency during the
same period.

The Albania campaign was, finally, significant for what it taught. The operation was,
like similar western enterprises mounted concurrently against the Soviet bloc, "overly-
ambitious [and] too big to be really secure."$2 Yet, despite the recognition by some in
the CIA hierarchy that in operational terms big is not always best, and the fact that the

of Research in Behavioral Modification (Washington D.C., 3 August 1977). This provided a key
source for subsequent investigatios of the programme. The most comprehensive early study of
MKULTRA is John Marks, The Search for the Manchurian Candidate: The Story of the CIA’s Secret
Efforts to Control Human Bahavior (London, 1979).

T9Church Report, Bk .4, pp.128-130; Simpson, Blowback, p.153; Thomas, The Very Best Men, p.85;
the CIA had an "informal truce” with the NKVD/KGB whereby American and Soviet case officers were
exempt from assassination, the logic being that it was in the interests of neither side to initiate a culture
of reprisal, ibid, p.37.

80Nicholas M. Horrock, "C.I.A. Documents Tell of 1954 Project to Create Involuntary Assassins,"
New York Times , 9 Feb. 1978.

8 lAlleged Assassination Plots Involving Foreign Leaders: An Interim Report of the Select Committee
to Study Governmental Operations with respect to Intelligence Activities, [Church Committee]. U.S.
Senate 94 Cong., 1 Sess., Report No. 94-465 (Nov. 20, 1975).

82Richard Helms quote in Hersh, The Old Boys, p.274
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failure of BGFIEND came as a "searing defeat" that governed "much of the suspicion
around the real security problems of the Agency” for literally years, the CIA went on
repeating this basic mistake throughout the 1950s and early 1960s.23  More
fundamentally, the Albania debacle demonstated the enormous difficulties involved in
mounting offensive operations against Soviet-backed communist regimes. Thus, while
BGFIEND came as a blow to agency prestige, it also had the positive outcome of
providing confirmation of the wisdom of the CIA leadership's decision to look to fresh
pastures on which to flex the DDP's muscles during the Eisenhower presidency.

83Thomas Braden quoted in ibid, p.296.
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