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STRIZCT: Reocoamendations for Situation of X-2 Branch, SSU.

I. Ths X-2 Brurnch, Strategic Services Unit, is presently
2zzlucting counter-intellig;ence ectivitise in areas outside the
Yestarn ODeiisphere. Thegs uctivitiaes srs directed to the
ecquligition of counter-intulligence information essential to the-
net {ogal security which cun be used 88 u basis for action by
eyrreyricte egenncies here und ebroud in the formulation and
executlon of nstlonal policy, and for the protection of any.
ciendeatice oporations conducted om behslf of the American gov-
srznant, Counter-{ntelli ence infornution that {s produced or
ccerdl “atuq throuch X~2 activities fulle into two 5eneru1
cis33i{ficeions: Inlorcution concerning i{adividuals who are
tzvelveld {1 {ntelligeunce mctisities on behulf of foreign powers;
a=d {nfcrrmation of a strategic nuture concerning the orgunization
z2thole =4 oblectives of fureign intelligcecce services.

II. Tas residert's Orécr of 22 January 1946 establishing
fozel Intelligernce Authority end thoe CIG gives (para 10)

.

tse Lzt
“0 txe MIA urd the bireclor of Centirel Iuntelligence the responsi-
Bilily for fully protectirg intelligencs sources end nethods in
‘e cozduct 02 thelr ectivitieno. An essshtial factor in the
exexz{se of tris responsibility §s thre ocortinused functioning of
:z ohive ot acgrosive cuestril counter-ictelligence service as
m3 Iztez =l pert of the nutional intelligence program. The
2228%.23 hzg becn raised us to whether tho American Counter-
Iztelilizance Carvice responsible for external areus is best
2ives e ceniral status Islependent of other oporuting intelligence
asenc.a8, o by the trunsfer of its {rrudinte control to one of
2238 ase=-las, {2 particular the Departnent of Stute or the
722ac2] Zirenu of xlveattcaLion.

I7Z2. The pizcezent of tLue X-2 Branch, SSU, as a function
cT en%ity iz & poeitioz best to serve the interests of the
“reTraernt 2--..4 be considorsd in relation to three factors:
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~“with the USSR. The Oommunist movesaent as a political party

{8 prizarily the concern of a positive-intelligsnce service;
the uase Of‘1ts zaxdbers and eympathizers for intelligsnce
puc;oses and subusrsion is the concern of 8 counter-intelligence
sgency. The same lines of penetrution will frequently serve

to produce {nfcrmation invaluable to both, A like sltuation
exists {n the investigation of resurgent Nuzi groups.
=telli{gence on &tczio bonmdb activitiea presents a similar
duelity. Thus, the effectiveness of both positive and counter-
{ztalligence activit{es is dependent upon the clcsest possidle
 iztegration of direction both at headquarters and in the risld.

Y. The responsidility of a osatral counter-intelligence
ses7ice {8 howevar greater in scops tHhan the protection of
scs'tive intelligence motivities carried out on behalf of the CIG
Tocse othe> egencies which conduct intelligence cotivities will
alac bYe targute of foreiegn {ntelli ence services. The most
sffectives protection thess egercies can huve will come as a
zesit cf alvice tesed upor & cerntrul coordination of matsriel
tees{z22 ca thes perscnnal, activities and orgunizations of {nimica
fzvef;xn {ztelll.ence sarvices. Ths nost effectiive presentation
32 3ich gdvice will come from a ocentrul und inpurtial authority,
SetisT Llan g8 2rca the hias of a particular service.

- TI. Tte tciuiring of courter-intelligenoce informotion
Sorcugh clonlestine chiennels by X-2 suprplecente the oounter-
irteallipencd coverige afforded by pereonnel reperting to the
Stzts e srtuent, the kilitary Intelligcence Service and the
Cfflce of Yavzl Intellivence. Undor the directive of the

P RS

Preellezt, the Neticrel Intelligence Authority is charged with

—ea-Ce,

® cicriizeticn of the intelligeacs uctivities of these agercies
in2lc2inz tae essignment of istelligance prinrities ca a strateg!
2 ezcortaace with the denunds of national security. The

22 the I-2 Brancn, 8trategic Services Unit  under the

orirol of the Centrsl Intellicence Croup providep the
iztelligenze Authority with & touater-intelligence task
=“Zi.h the activities can be constuntly directed to:

e ccyuirizz of {nTorm=tion mnsidered essential’ to

tzzt received from the overt sources of thwn State

2 azé ONI, tné (b) conceutretion or broad strategic

1icenca problecs as required by th# changing

sliuation,
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Pelerel ».rag: of (a3t~
trangferal of the Censca. --_-~er-'c
Pederal Bureau o0f Inves.iz=tii 2 !a e
cteracter. rizasily, 2re Y2 {5 a
charged with the {zvest!igeticzn of iz
the Toited States. It Sas N:xgever 1
regponsivility for ccunter-iztallige-
Ucited States, elthcugh the ATy a-!l
{nQependent ocourntar-intellisenca se
a wvar-tire ezargezcy, 1t 8 alsgs :-=
{ntelligecce functions wit>f{z tte Yac
been urged by the Buresu «% {5 4:c:-
wotlld bes test achievad dv an exts-s!-:
all terr-itcries outside stern =

The juesticz is 24ia%sl
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Fage $
poiitical wial-oa o0f any ste; whi:zh gr.ee au=!-a> Zaz:cretla
Frinolries Sy plazing *he eze-."lve a i iy of a-vest {8
the hanls of ap (rtalillge-"ec ega-zy. 7 ‘g & gazerel :
dezocrntis ;rinziyia trat e [atelllpe--g ag=zzy 212 e
advisory rather rec exaecitive T oihe f.Ti.rts fezser e
rajsed of guck a policze gtata 4% @!%m-r of B.ssla oF
Cercany whare political (ntial T nAe “en- Tresllle EITugh
the {ciudtcisus u2e of s.2% ;- tivae., Iz *ze .zl i3
diacumsiorne ralavans to the ee 8 =az° 37 a centcal
{ntelllcence agazcy s:ct a fag ;erusn.sT nnd fe rallected
in the precise restr-!:ztiozy of rrasli’la~cile. J-lar, sroviding
that "No police [or] law scfcr “ . finitizne enzull Se
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Quits apart frox arn
of past colladboration betwse:
of the Arcy and hLavy -- for w
those authorities -- it 18 ov
counter-iptelligence furctions o
of ite =and other Acericac pesitt
serve to decr-sse the effliciency
activities.
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VII. It is therefores recomuended that
intelligenoe Service responsitle for cpares
Western hexisphere should bs acccrded a ste
tte Central Intelligence Group, and that tt
and direction of both otandestice positive !
oounter-intelligsnce aotivities should bde ex
in order that these organizatiozs mey forx & 8
task force for the Nutional Inteiligsace Authc
presumed that {f this couniry {5 engzged {2 hes

oparetions ans =u enlergel genersal 12}0111; nte
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required to maintain the flow of intelligence in war time,,

ts cocrdination of clandestine positive intelligeonce,
counter-intelligencs and special operations in war time
demands th: closeat possible integration and central .
direction in order that they msy effootively service the
de=ands and rejulirements of the armed forces. A central
systen must de provided which is adaptable to all ocircumstances,
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(Page One)
Page 2

a. That the branch be administratively
associated with the existing agency whose
operations it may best support as a primary
function.

b. That the Branch be so situated that it may
with maximum effectiveness impartially
serve and advise other American agencies
and maintain the security of their foreign
activities and installations.

c. That the Branch be associated with an agency
whose administrative theory and operations,
as well as background, will permit it to
continue the coperations peculiar to counter-
intelligence and the purpose for which such
a Service exists.

Iv. Although it is anticipated that each present
intelligence agency will continue its operations, these opera-
tions will be directed towards the particular mode of the
department concerned. Objectives of overall import or general
tactical need, will be approached by the CIG either through
an established positive intelligence service or by particular task
forces. 1In either case such activities as are pursued will be
of the highest security significance and will require a maximum
security protection. In any such activities the CiG will
require the constant assistance of a counter-intelligence service
of the CIG, and acting under its immediate authority and control.
Only in this way can the CIG protect and ensure the attainment of

highest echelon objectives.

The collection of intelligence must be protected from
the efforts of foreign intelligcnce services to feed false
information, or penetrate, or to neutralize.

The clandestine procurements of positive and counter-
intelligence mutually complement each other and are mutually
beneficial. Information derived from counter-intelligence
sources in the field is frequently of high positive intelligence
value, and these sources can be consciously developed
produce such information in addition to their primary counter-
intelligence function. Contrariwise, sources developed
principally for positive intelligence sources are often in a
position to provide specific information vital to counter-intelli-
gence operations. It is frequently difficult initially to
determine the potentialities of any given source. In addition
there are targets of mutual interest to both positive and
counter-intelligence services. An outstanding example of such
targets is the world-side Communist movement and its involvement



(Page Two)
Page 4

(First Three-Quarters of Document Excised]

Federal Bureau of Investigation. The problem of

transferal of the central counterintelligence service to the
Federal Bureau of Investigation is somewhat different in
character. Primarily, the FBI is a policing organization
charged with the investigation of violations of the laws of

the United States. It has however lately been given a
responsibility for counter-intelligence operations within the
United States, although the Army and Navy are also conditioning
independent counter-intelligence services within this area. As
a war-time emergency, it was also charged with counter-
intelligence functions within the Western Hemisphere. It has
been urged by the bureau that its domestic responsibilities
would be best achieved by an extension of its franchise to cover
all territories outside the Western hemisphere.

The question is immediately raised as to the ultimate



