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Chapter Two
Trial and Error

The Management of Covert Subsidy Programs,
1951-1966 (U)

The CIA’s use of American voluntary organizations to stiffen resis-
tance to Communism abroad gained an attentive patron with the arrival
of Allen Dulles as the first Deputy Director for Plans (DDP) in January
1951. Dulles had experience with these activities as one of the ostensible
founders of the National Committee for Free Europe, and he also had
taken an interest in OPC’s labor operations. He was intrigued by the pos-
sibilities for taking the oflensive against Communism in other ficlds as
well. Dulles’ attention to these matters persisted as he rosc to Deputy
Director of Central Intelligence and then succeeded Gen. Walter Bedell
Smith as DCI at the beginning of the Eisecnhower administration. His
long tenure ag Director coincided with the maturation and middle age of
the Agency’s operations with American voluntary groups. (C)

CIA operations involving American voluntary groups expanded so
quickly during the carly 1950s that the Agency had to devise elaborate
procedures to fund, manage, and protect its operations. A growing profes-
sionalism became noticeable as the Directorate of Plans (formed by the
1952 merger of OPC and OSO) applied better people and practices to
covert political action. Nevertheless, the sheer size of the covert subsidy
program, which leant substantial institutional momentum to its individ-
val operations, also made it increasingly difficult to fund them in a
secure manner. This study will examine three individual operations in
later chapters, but before doing so it will explain, in this chapter, how this
covert action program grew so large and why it did so without correcting
what ultimately proved to be fatal weaknesses. (U)
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The Creation of 10 (U)

In April 1951, DDP Allen Dulles brought Thomas Braden 1o CIA,
Just 33 years old, Braden already owned a distinguished resume. Raised
in lowa, he graduated from Dartmouth and spent three years in the Brit-
ish Army before joining the Office of Strategic Services in 1944, ¢ had
co-authored (with Stewart Alsop) Sub-Rosa: The OSS and American
Espionage, served as Executive Secretary for New York's Muscurn of
Modern Art, and directed Gen. William I, Donovan’s American Comumit-
tec for a United Burope {(which was passing OPC money to sclected
groups working for European unity).! 8-

DDP Dulles initially gave Braden Carmel Offie’s labor portfolio
(Offie had resigned in May 1950). Dulles also removed the coordination
of Iabor operations from Wisner's OPC, but when Dulles became Deputy
Director of Central Intelligence (DDCI) he hit upon a better idea for han-
dling such sensitive programs. In August 1951, Dulles had OPC’s Special
Projects Division renamed the International Organizations Branch, and
had it placed in & new Psychological Staff Division (PY). Dulles then put
Tom Braden in charge of the International Organizations Branch and
added to the Branch’s duties the management of labor operations and the
National Committee for Free Europe.’4S}

Braden soon began looking for new responsibilities for his branch.
He talked to several division chiefs, persuading them without much diffi-
culty to give him coutrol over the Congress for Cultvral Freedom and the
Committec for Free Asia (CFA) projects.® He also drafted a broad mis-
sion statement for the reconstituted IO Branch and passed it to the new
Assistant Director for Policy Coordination, Kilbourne Johnston,
Braden’s ambitious plan proposed a counteroffensive against Moscow’s
drive to unite the discontented of the world against America and the
West:

1t is the fanction of the [Intemational Organizations] Branch to ex-
pand and direct this counter-offensive. Through the penetration,
control and support of sekeied non-governmental groups . . . this
Branch will seek to unite the private and unofficial resources of
the non-Soviet world in support of affirmative US policy objec-
tives and to destroy the effectiveness of Sovict international pro-
Bruns.

Thomas W. Braden, interview hy Michiael Waener, tupe recording, Prince William County, VA,
26 ;u(tamm 1993 (hercatier cited as Draden interview). 65 }
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Braden cited eight operational areas, ranging from emigre radio broad-
casts to “cxploitation” of Western culture, as parts of a broad assaalt on
Soviet power and influence.' {83

The fate of Braden’s proposal demonstrated two things. First, it
showed the close attention that Allen Dulles paid to international labor
and cultural projects, and his willingness to protect IO Branch and its
projeets from bureaucratic attacks. Second, it highlighted the novelty of
the covert actions that OPC undertook with groups such as the Congress
for Cultural Freedom and the National Student Association. These
actions were unconventional responses to the Soviet peace offensive, and
their merit was not always noticed by the inlelligence professionals in
the Office of Special Operations or even by other OPC hands in the area
divisions. While other offices skirmished with Communism in Europe
and the Third World, in Braden's view, liis stafl would operate on a stra-
tegic scale by attacking the enemy’s will and his capacity to initiate hos-
tile action. (U)

Resistance to Braden's ideas in OPC did not take long to emerge.
The main problem was the already-hoary internal OPC dispute over the
boundary between plans and operations. Would the IO Branch have oper-
ational control, superior to that of the area divisions, over the operations
it had planned and initinted in their respective countries? Or would the
branch limit its activities to reviewing the plans of other divisions?{e}-

Braden insisted his effective international programs cut across the
regional boundaries of OPC’s area divisions, and categorically rejected
any proposal that would let the area divisions write project proposals
while IOB merely offered advice. He had several objections to such a
plan. Chief among them was his concem that the area divisions would
tend to devote their resources and aticntion to operations of immediate
regional concern, and would have difficulty judging the neads and rele-
vance of transnational organizations.’ (U)
: ADPC Johaston seems to have sided with his area division chiefs.
Deputy Director for Plans Fruok Wisner, who apparently saw no easy
solution to the dispute, chose to stay out of the fray. He did nothing about

“Thumas Beaden, Psychologicnl Division, to Kilhourae Joh Assistant Di for Policy Co-
ordination, “Objectives of the Internationat Organizations Branch,” 19 November 1951, cited in
Aanne B. Crolins' draft history, “Covert Action in the Cold War: An Historical Perspective of the
Intemational Orgunizations Division, 1951--1962," a draft monograph in the Clandestine Services
Historivat Scrivs, 2.242, ClA History Staft, 1972, pp. 14-1748)

*Tom Braden to Kitbourne Johnston, “Retations of International Organivations Beanch to Area Dx-
visions,” 29 Novembes 1951
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Braden’s 29 November memo for a month; Braden was still nagging him
to read it the day after Christmas.s Even after Wisner read the memo, he
did nothing to help or hinder Braden’s plan.<6)-

By this time, Braden had appealed to Dulles over the heads of both
Johnston and Wisner. On 20 Decembor, Braden asked Dulles to resolve
the dilemma of an 1O liaison officer who had been assigned to 25X1 _
but was reluctant to leave the States without knowing whether to report
back to 10 Branch or Western Europe Division (WE) at Headquarters.
Braden pushed the issue of operational control, suggesting that 10 Branch
be upgraded to a division and authorized to “develop and operate”
projects with international organizations. The time had come to fish or
cut bait:

Failing orders incorporating somcthing like the above [solu-
tion], the JO Branch conld, I presume, continue to exercise i
present rather haphuzard dutics of advising area divisions on
international organizations whenever such advice is sought. 1
think there is veal doubt whether the Branch should be contin-
ued in order to perform these dutics.” (6.

A few days later Dulles passed Braden's memo back to Wisner with
his own pointed comment: “I am inclined to believe that an Int. Org. [sic]
office ig desirable and that it should have sufficient authority to act if
properly coordinated.”*<6)

Dulles had intervened not just to help his protege Tom Braden;
other divisions had legitimate complaints about the problems involved
with coordinating international operations. The Far East Division griped
that a WE Division officer, without coordinating his action with FE, had
encouraged a | wroup to join the Congress for Cultural Freedom.
Shortly after that, the chief of the Contract and Coordination Staff urged
Braden Lo consolidate OPC operations with the National Student Associa-
tion in IO Branch or risk *a chaotic financial, security and control situa-
tion.” Braden helpfully attached copies of both complaints to his 20
Deccmber memo to Dulles. 6

‘Tom Braden to Frank Wisner, Deputy Director for Plans, “Relation of Intemational Uﬂ.-.mmums
Dmsmm\. 26 December 1951, S :

*Tom Braden to Allen Dulics, Deputy Director tor (.cnlr:nl Intellipence, "Fum,uun of the 10
Brasch,” 20 Decomber 1951,28X1 e .
*Ibid, ()
*Richard G, Stilweli, (’md Far Bast Divisioi, t0 Tom Braden, “Aljocation of Responsibitity for
Projects re Internationad Organizations,” {8 December 1951 (Confidential). Emmett D. Echols,
ty Comprroller, Office of Finance, “OPC Uilization of the USNSA,” 13 December 1951
(Contfidentinl), Both are attached to Tom Beaden to Allen Dulies, “Fusnction of the 10
Branch.” &
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Allen W, Dudles, a firm patron of covert political action. (1)

Allen Dulles™ now explicit support soon helped to resolve matters.
ADPC Johnston was {requently away from his oftfice that winter and left
many decisions to his deputy, Gerald Miller. Dulles phoned Miller about
the dispute soon after New Year's, and Miller replied with a compromise
proposal on 21 fanuary 1952, He and Braden had come together and,
alter “many hours of conlerence and discussion,” had. worked out an
arrangement. They agreed that 1O Branch should have sole control over

—heeret—
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labor operations and the “national committees™ (NCFE and CFA), but
that the Branch should only “maintain CIA influence” over organizations
that were clearly international in scope but not manageable by any singlc
area division. 0 ¢s).

Frank Wisner forwarded the memo to Dulles without taking a posi-
tion on its content; he apparently decided that discretion was the better
part of valor after he surmised that Dulles was going to resolve the dis-
pute persoaally. On 2 February, Dulles replied to Miller's suggestions (in
a memo that Wisner promptly passed to Miller, delegating to the Acting
ADPC the authority to deal directly with Dulles on the new matter).
Dulles agreed that 10 Branch should handle those organizations and
activities in the “cultural, youth, student[,] cooperative, veterans and
labor fields” deemed “clearly international” in character by the DDP (in
consultation with the ADPC). 10 Branch would also coordinate all of its
outgoing cables through the relevant area divisions. Dulles sent Wisner a
second draft of the arrangement on |1 February." (8).

One matter remained unsettled. Braden had let his lieutenants Cord
Meyer and William Durkee persuade him that the International Organiza-
tions Branch had grown so large that it ought to be rechristened as a divi-
sion. Wisner's staff and division chiefs reacted coolly to this idea. “We
got enough bosses now. We got enough people now. We don’t want peo-
ple cutting across area lines. That would be a balls up,” Braden recalled
them saying at a meeting convened to discuss it. Braden left the meeting
furious, marching in to Dulles’ office to resign.? Once there, however,
he learped that Frank Wisner, who was not present at the meeting, had
asked Dulles to override the division chiefs and authorize creation of a
new division.” The International Organizations Division officially began
operations on 10 March 1952.4¢),

IO got off to a fast start. Braden finally had the authority and the
staff to run the programs professionally and to implement ideas that had
| languished in OPC sufes for the last two years. He also bad a big budget.
: DCI Smith approved expenditures of wmore than 25X1 ~ o IO

projects for Fiscal Year 1953. Much of this money went to the “national
: comimnitices” (NCKFE and CFA), hut 10 budgeted more than &9 \

*The ADPC's memo to Dalles is cited ia Crolius; the cover letter is Frank Wisner o Allea Dulles,
“Organization and Procedures for Dealing, with Internationul Orgamzations,” 24 Jasuary 1952,

" Allen Dulles fo Frank Wisaer, “Organization and mdum for Dealing with Internationul Or-
genizations,” drafts dated 2 and 11 February 1952, - ! o

fe 11 February draft is lan =

A,

nBradcn imcrview, 26 August (993, &),
“Th‘oumn W. Braden, “I"m Glad the CIA is *‘lmiworal’,” Saturdoy Evening Post, 20 May 1967,
p L)
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A typically croveded and busy office in one of OPC’s branches¢).

on its cultural, labor, and “voluntary” projects.” 10 staff expanded as
well. Within two years of 10’s creation, its original three branches had
become five: Branch I, (NCFE); Branch 2, (the Asia Foundation {for-
merly CFA]): Branch 3, (Organizations); Branch 4, labor; and Branch 5,
(the American Cominittce for Liberation, which ran Radio beeny) i~
10 Dm;smn also gained an overseas. hmncm 7
m‘ 2 e ﬁ% RS T AR R ) Sy A T ..W M&\%&.& : x
@MX A Lt ,‘L(,PIPYI‘ the ncw branch was OPC’s responsc
to management problems cocountered by the new Congress for Cultural

Freedom in 1951, 29X1 Michael Josselson had initially
25X1 - - -

solved the problem in 195! by creating a parallel station within the
1 10 work specifically with international organizations. LCPIPIT

25X1
oCrolins, “Cavert Action in the Cold Wac™ pp. 33-34, (R
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I0’s place in the organizationa] hierarchy never reflected its full
influence and importance in CIA. When OPC merged with the Office of
Special Operations in August 1952, IO became part of Frank Wisner’s
Directorate of Plans and was nominally subordinate to Gerald Miller as
Chicf of Political and Psychological Warfare; it remained so for two more
years, after which it reported directly to the DDP, like the area divisions,
Miller also nominally assumed the ADPC’s ex officio role of deciding
which organizations were “clearly international” and thus in IO’s baili-
wick.™ Nevertheless, neither hc nor Wisner closely supervised Braden's
operations. Braden often reported first to Allen Dulles, an amrangement
that, Braden later claimed, Wisner ncver protested. ™ (8)-

The rationalization of CIA control over international covert
projects soon made a diffcrence in the way these operations ran. Braden
ensured that his programs had high-level approval. In autumn 1952 his
global program won a formal endorsement from the Review Group of
President Truman’s short-lived Psychological Strategy Board, a predeces-
sor of later interagency covert action authorization committees.” Internal
DDP reviews of projects that 10 adopted from the area divisions soon
began noting that the operations seemed to work more smoothly under
10’s management.” This trend continued and eventually won IO a reputa-
tion, cven among critics of its operations, as one of the Directorate of
Plans’ best-run divisions.” ¢

“Beade interview, 26 August 1993, (s)-

OPERA.” 14 July 1952,
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Indeed, the year 1952 marked a watershed in the history of CIA's
involvement with American voluntary groups, marking the beginning of
the steady, professional maintenance of these operations (at least at the
division level) that continued for many years. That year’s presideatial
election also brought the end of General Smith’s directorship. Under
President Eisenhower and his new DCI, Allen Dulles, 10 no longer had
to coordinate each of ils operations with the Department of State (oow
run by Dulles’ brother, John Foster).” (£}

Cord Meyer, Tom Braden’s deputy, took over [Q when Braden
resigned in 1954, but high-level support for I0’s program continued.
DCI Dulles took a personal interest in 10’s activities and in effect made
Meyer one of his senior advisers on covert action. Meyer, two years
younger thun Braden, had followed a similar career path and had gained
firsthand knowledge of Communist front-group tactics. Like Braden, he
had attended an Ivy League school (Yale), served in Workd War H (as a
Marine lieutenant he lost an eye on Guam), and gone on to become a
publicist for liberal international causes (particularly world federalism).
Meyer joined the American Veterans Committee in 1946 and helped that
organization defeat a Communist effort to infiltrate and co-opt it. After
Meyer finished his graduate courses at Harvard in 1951, Allen Dulles
offered him a CIA position “at a middje level of executive responsibil-
ity.” Impressed by Dulles and reassured about CIA by Walter Lippmann,
Meyer took the job and joined the International Organizations Branch
that October,» CIA St ' ! .

Financing Covert Operations (U)

IO had a cool though necessurily symbiotic relationship with other
Directorate of Plans divisions, The creation of IO in 1952 marked the
beginning of a lasting rivalry between its operators and other DDP offic-
ers. The more conventionally minded officers g ivisions, many
of whom had intelligence expericnce in 0SS regarded their
IO colleagues as Ivy League aesthetes, and views projects as *“frip-
pery.”® 1O staffers, for their part, saw themselves as practicing skills of a
different and higher order: 10 sought to influence events, not just to

“Braden interview, 26 August 1993, G-

#Cord Mayer, Fucing Reality: From World Federalism 1o the CIA (New York: Fauper & Row,
1980}, pp, 50-65. ()

*Far a iraclitionalist view of the 10-irea divisions rivalry, see Joseph B, Smith, Porirait of a Cold
Worvier (New York: G Putnum’s Sons, 1976), pp. 162164, 206. (U)
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Cord Meyer, dr. headed the Internationatl Organizations Division
and later the Covert Action Staff. (11}

“report” them, In some projects, such as the operation involving the
National Student Association, IO managers and case officers seemed to
feel that, although they cooperated with other CIA components for mutu-

ally desired pu they were outside the Agency’s mainstream.® (U)
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10's psychologiui and political warfare operations depended almost
from the beginning on a complicated network of agenis and proprictary
orgamzanons that passcd CIA money to intended recipients and ensured

roduced a txruun amount of fncnon

' n consequence, the CIA’s funding net-

work retained a particular vulnerability to legal and political changes

affecting the foundation community at large—a weakness that could

have becn fixed only through painstaking cooperation among the Agency
offices involved £&)—

OPC’s cnrhcstm\rc:t

eld simply handed over :he money with the explanation that it had come
from a fictitious “anonymous donor.” These ad hoc arrangements quickly
proved untenable, however, because the sums involved were often too
large to explain away as the beneficence of any single individual. Most
ClA chent orgammmms needed attributable and plausible sources for
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Looked at in one way, IO Division had willy-nilly become one of
the world’s largest grant-making institutions. By the mid-1960s, the mag-
nitude of the CIA's involvement in the foundation community was stag-
gering. The Final Report of the Church Committee in 1976 placed this

intrusion in perspective:

Excluding grants from the “Big Three”—Ford, Rockefeller,
and Carnegie—of the 700 grants over $10,000 given by 164
other foundations during the period 1963-1966, at least 108
involved partial or complete CIA Rinding, More importantly,
CIA funding was involved in nearly half the grants the non-
“Big Threc™ foundations made during this period in the field
of international activities [emphasis in original].*

l Comniitice to Study Governwental Operations with respect to Intelligence Activi-
ties, “Finnl Report: Forcign and Military latelligence, Book 1" 94th Congress, 2d Session, 1076,
p. 182.(0)
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The CIA had come to play such a large role in the nation’s foundation
community that Agency officials, even years before the Ramparts expose,
could not have shut down the covert subsidy effort without causing seri-
ous dislocations in an important sector ol American society. (1)

The sheer size of the DDP’s funding network increased the inci-
dence of seemingly minor mistakes and disclosures that revealed por-
tions of the Agency’s activities. The network’s complexity also made it
difficult for CIA officials to grasp the nature and scope of its problems,
let alone design comprehensive solutions to shore up its security. The
year 1957 marked another turning point for the covert subsidy prograrus,
although no one at the time recognized the watershed. (U)

In New York City a new, nonprofit organization, the Foundation
Library Cenler, began amassing information on America’s thousands of
foundations. The Library had a loose association with New York Univer-
sity but received sustaining grants from the Ford Foundation and the Car-
negic Corporation. lts chief exccutive—longiime foundation officer F.
Emerson Andrews——saw the Library as a way to raise the foundation
community’s collective standards by making it obvious which organiza-
tions were real foundations and which were fronts or even tax scams.
Andrews and more than a few of his formally unwitting colleagues in the
New York foundution community had already divined that the CIA or
the “US Government” secretly backed many foundations, Gossip and
speculation about CIA covent funding activities would worry Agency

_officials for years to come.” (U)
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The Internal Revenue Service (IRS) independently
1957 that increased the possibility of the breakdown S
told. Responding lo growing Congressional and public concern over
unorthodox financial practices by some tax-exempt foundations, the IRS
began requiring all tax-exempts to file a detailed form called the 990-A,
The first part of the form, for interoal IRS use, required charitable foun-
dations to list the source and amount of each pift received, The second
" part——which the IRS made available to the public upon request—required
an item-by-item list of the foundation’s grants. Typically, the instructions
accompanying the revised tax forms proved confusing. Foundation
accountants frequently attached both Jists, of donors and beneficiaries, to
the pubhc part of their returns. IRS clerks ofien did not catch these errors,
4 d they carelessly filed both sections in pub-
licly avmlablc es. ¥ Files in IRS district offices soon bulged with data
on the activities of many Agency-associated foundations and funding
mechanisms  (U)
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The Washington Post’s largely accurate depiction of the CIA covert funding network,
February 1967 (1)
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s

- safest operations turned out to be those that
gave hardly a thought to appearances and simply passed cash to individ-
ual recipients, leaving them with the task of explaining the money’s ori-
gin to inquiring triends and colleagues.” {8}

The CIA under Allen Dulles allowed the threat of exposure to
grow to unmanageable proportions. By the summer of 1958 the three
Agency components most directly responsible for the funding network—
10 Division, Central Cover, and the Office of General Counsel—had
received warnings from New York and had spotied danger signs. More
urgent warnings would come in the early 1960s. Agency officials spent
the next eight years worrying about these threats, but trying only sporadi-
cally and ineffectively to minimize them. (U)

Responding to the Threat (U)

Responsibility for maintaining the covert funding network’s secu-
rity spread across several Agency components as the network grew in
size and complexity. As covert subsidy projects proliferated, so did the
needs of the operational divisions to pass ever-larger sums to more cli-
ents. And more and more Agency components and officers had to share
responsibility for managing the funding network. By the late 1950s, the
funding needs of Cord Meyer's International Organizations Division
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