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There are no secrets that time does not reveal.

—Jean Racine, Britannicus (1669)



AUTHOR’S NOTE

Legacy of Ashes is the record of the first sixty years of the Central Intelligence Agency. It describes how the most powerful country in the history of Western civilization has failed to create a first-rate spy service. That failure constitutes a danger to the national security of the United States.

Intelligence is secret action aimed at understanding or changing what goes on abroad. President Dwight D. Eisenhower called it “a distasteful but vital necessity.” A nation that wants to project its power beyond its borders needs to see over the horizon, to know what is coming, to prevent attacks against its people. It must anticipate surprise. Without a strong, smart, sharp intelligence service, presidents and generals alike can become blind and crippled. But throughout its history as a superpower, the United States has not had such a service.

History, Edward Gibbon wrote in The Decline and Fall of the Roman Empire, is “little more than the register of crimes, follies, and misfortunes of mankind.” The annals of the Central Intelligence Agency are filled with folly and misfortune, along with acts of bravery and cunning. They are replete with fleeting successes and long-lasting failures abroad. They are marked by political battles and power struggles at home. The agency’s triumphs have saved some blood and treasure. Its mistakes have squandered both. They have proved fatal for legions of American soldiers and foreign agents; some three thousand Americans who died in New York, Washington, and Pennsylvania on September 11, 2001; and three thousand more who have died since then in Iraq and Afghanistan. The one crime of lasting consequence has been the CIA’s inability to carry out its central mission: informing the president of what is happening in the world.

The United States had no intelligence to speak of when World War II began, and next to none a few weeks after the war ended. A mad rush to demobilize left behind a few hundred men who had a few years’ experience in the world of secrets and the will to go on fighting a new enemy. “All major powers except the United States have had for a long time past permanent worldwide intelligence services, reporting directly to the highest echelons of their Government,” General William J. Donovan, the commander of the wartime Office of Strategic Services, warned President Truman in August 1945. “Prior to the present war, the United States had no foreign secret intelligence service. It never has had and does not now have a coordinated intelligence system.” Tragically, it still does not have one.

The CIA was supposed to become that system. But the blueprint for the agency was a hasty sketch. It was no cure for a chronic American weakness: secrecy and deception were not our strengths. The collapse of the British Empire left the United States as the sole force able to oppose Soviet communism, and America desperately needed to know those enemies, to provide foresight to presidents, and to fight fire with fire when called upon to light the fuse. The mission of the CIA, above all, was to keep the president forewarned against surprise attack, a second Pearl Harbor.

The agency’s ranks were filled with thousands of patriotic Americans in the 1950s. Many were brave and battle-hardened. Some had wisdom. Few really knew the enemy. Where understanding failed, presidents ordered the CIA to change the course of history through covert action. “The conduct of political and psychological warfare in peacetime was a new art,” wrote Gerald Miller, then the CIA’s covert-operations chief for Western Europe. “Some of the techniques were known but doctrine and experience were lacking.” The CIA’s covert operations were by and large blind stabs in the dark. The agency’s only course was to learn by doing—by making mistakes in battle. The CIA then concealed its failures abroad, lying to Presidents Eisenhower and Kennedy. It told those lies to preserve its standing in Washington. The truth, said Don Gregg, a skilled cold-war station chief, was that the agency at the height of its powers had a great reputation and a terrible record.

Like the American public, the agency dissented at its peril during the Vietnam War. Like the American press, it discovered that its reporting was rejected if it did not fit the preconceptions of presidents. The CIA was rebuked and scorned by Presidents Johnson, Nixon, Ford, and Carter. None of them understood how the agency worked. They took office “with the expectation that intelligence could solve every problem, or that it could not do anything right, and then moved to the opposite view,” notes a former deputy director of central intelligence, Richard J. Kerr. “Then they settled down and vacillated from one extreme to the other.”

To survive as an institution in Washington, the agency above all had to have the president’s ear. But it soon learned that it was dangerous to tell him what he did not want to hear. The CIA’s analysts learned to march in lockstep, conforming to conventional wisdom. They misapprehended the intentions and capabilities of our enemies, miscalculated the strength of communism, and misjudged the threat of terrorism.

The supreme goal of the CIA during the cold war was to steal Soviet secrets by recruiting spies, but the CIA never possessed a single one who had deep insight into the workings of the Kremlin. The number of Soviet spies with important information to reveal—all of them volunteers, not recruits—could be counted on the fingers of two hands. And all of them died, captured and executed by Moscow. Almost all had been betrayed by officers of the CIA’s Soviet division who were spying for the other side, under Presidents Reagan and George H. W. Bush. Under Reagan, the CIA set off on misconceived third-world missions, selling arms to Iran’s Revolutionary Guards to finance a war in Central America, breaking the law and squandering what trust remained reposed in it. More grievously, it missed the fatal weakness of its main enemy.

It fell to machines, not men, to understand the other side. As the technology of espionage expanded its horizons, the CIA’s vision grew more and more myopic. Spy satellites enabled it to count Soviet weapons. They did not deliver the crucial information that communism was crumbling. The CIA’s foremost experts never saw the enemy until after the cold war was over. The agency had bled the Soviets by pouring billions of dollars of weapons into Afghanistan to help fight the Red Army’s occupying forces. That was an epic success. But it failed to see that the Islamic warriors it supported would soon take aim at the United States, and when that understanding came, the agency failed to act. That was an epochal failure.

The unity of purpose that held the CIA together during the cold war came undone in the 1990s, under President Clinton. The agency still had people who strove to understand the world, but their ranks were far too thin. There were still talented officers who dedicated themselves to serving the United States abroad, but their numbers were far too few. The FBI had more agents in New York than the CIA had officers abroad. By the end of the century, the agency was no longer a fully functioning and independent intelligence service. It was becoming a second-echelon field office for the Pentagon, weighing tactics for battles that never came, not strategies for the struggle ahead. It was powerless to prevent the second Pearl Harbor.

After the attacks on New York and Washington, the agency sent a small skilled cadre of covert operators into Afghanistan and Pakistan to hunt down the leaders of al Qaeda. It then forfeited its role as a reliable source of secret information when it handed the White House false reports on the existence of weapons of mass destruction in Iraq. It had delivered a ton of reportage based on an ounce of intelligence. President George W. Bush and his administration in turn misused the agency once proudly run by his father, turning it into a paramilitary police force abroad and a paralyzed bureaucracy at headquarters. Bush casually pronounced a political death sentence upon the CIA in 2004 when he said that the agency was “just guessing” about the course of the war in Iraq. No president had ever publicly dismissed the CIA that way.

Its centrality in the American government ended with the dissolution of the office of director of central intelligence in 2005. Now the CIA must be rebuilt if it is to survive. That task will take years. The challenge of understanding the world as it is has overwhelmed three generations of CIA officers. Few among the new generation have mastered the intricacies of foreign lands, much less the political culture of Washington. In turn, almost every president, almost every Congress, and almost every director of central intelligence since the 1960s has proved incapable of grasping the mechanics of the CIA. Most have left the agency in worse shape than they found it. Their failures have handed future generations, in the words of President Eisenhower, “a legacy of ashes.” We are back where we began sixty years ago, in a state of disarray.

Legacy of Ashes sets out to show how it has come to pass that the United States now lacks the intelligence it will need in the years ahead. It is drawn from the words, the ideas, and the deeds set forth in the files of the American national-security establishment. They record what our leaders really said, really wanted, and really did when they projected power abroad. This book is based on my reading of more than fifty thousand documents, primarily from the archives of the CIA, the White House, and the State Department; more than two thousand oral histories of American intelligence officers, soldiers, and diplomats; and more than three hundred interviews conducted since 1987 with CIA officers and veterans, including ten directors of central intelligence. Extensive endnotes amplify the text.

This book is on the record—no anonymous sources, no blind quotations, no hearsay. It is the first history of the CIA compiled entirely from firsthand reporting and primary documents. It is, by its nature, incomplete: no president, no director of central intelligence, and certainly no outsider can know everything about the agency. What I have written here is not the whole truth, but to the best of my ability, it is nothing but the truth.

I hope it may serve as a warning. No republic in history has lasted longer than three hundred years, and this nation may not long endure as a great power unless it finds the eyes to see things as they are in the world. That once was the mission of the Central Intelligence Agency.
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“In the Beginning, We Knew Nothing”

The CIA Under Truman

1945 to 1953
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1. “INTELLIGENCE
 MUST BE GLOBAL AND
 TOTALITARIAN”

All Harry Truman wanted was a newspaper.

Catapulted into the White House by the death of President Franklin D. Roosevelt on April 12, 1945, Truman knew nothing about the development of the atomic bomb or the intentions of his Soviet allies. He needed information to use his power.

“When I took over,” he wrote in a letter to a friend years later, “the President had no means of coordinating the intelligence from around the world.” Roosevelt had created the Office of Strategic Services, under the command of General William J. Donovan, as America’s wartime intelligence agency. But Donovan’s OSS was never built to last. When the new Central Intelligence Agency arose from its ashes, Truman wanted it to serve him solely as a global news service, delivering daily bulletins. “It was not intended as a ‘Cloak & Dagger Outfit’!” he wrote. “It was intended merely as a center for keeping the President informed on what was going on in the world.” He insisted that he never wanted the CIA “to act as a spy organization. That was never the intention when it was organized.”

His vision was subverted from the start.
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“In a global and totalitarian war,” General Donovan believed, “intelligence must be global and totalitarian.” On November 18, 1944, he had written to President Roosevelt proposing that the United States create a peacetime “Central Intelligence Service.” He had started sketching his plan the year before, at the behest of Lieutenant General Walter Bedell Smith, chief of staff to General Dwight D. Eisenhower, who wanted to know how the OSS would become part of the military establishment of the United States. Donovan told the president that he could learn the “capabilities, intentions and activities of foreign nations” while running “subversive operations abroad” against America’s enemies. The OSS had never been stronger than thirteen thousand members, smaller than a single army division. But the service Donovan envisioned would be its own army, a force skillfully combating communism, defending America from attack, and serving up secrets for the White House. He urged the president to “lay the keel of the ship at once,” and he aimed to be its captain.

Nicknamed “Wild Bill” after a fast but errant pitcher who managed the New York Yankees from 1915 to 1917, Donovan was a brave old soldier—he had won the Congressional Medal of Honor for heroism in the trenches of France during World War I—but a poor politician. Very few generals and admirals trusted him. They were appalled by his idea of making a spy service out of a scattershot collection of Wall Street brokers, Ivy League eggheads, soldiers of fortune, ad men, news men, stunt men, second-story men, and con men.

The OSS had developed a uniquely American cadre of intelligence analysts, but Donovan and his star officer, Allen W. Dulles, were enthralled by espionage and sabotage, skills at which Americans were amateurs. Donovan depended on British intelligence to school his men in the dark arts. The bravest of the OSS, the ones who inspired legends, were the men who jumped behind enemy lines, running guns, blowing up bridges, plotting against the Nazis with the French and the Balkan resistance movements. In the last year of the war, with his forces spread throughout Europe, North Africa, and Asia, Donovan wanted to drop his agents directly into Germany. He did, and they died. Of the twenty-one two-man teams that went in, only one was ever heard from again. These were the kinds of missions General Donovan dreamed up daily—some daring, some deluded.

“His imagination was unlimited,” said his right-hand man, David K.E. Bruce, later the American ambassador to France, Germany, and England. “Ideas were his plaything. Excitement made him snort like a racehorse. Woe to the officer who turned down a project, because, on its face, it seemed ridiculous, or at least unusual. For painful weeks under his command I tested the possibility of using bats taken from concentrations in Western caves to destroy Tokyo”—dropping them into the sky with incendiary bombs strapped to their backs. That was the spirit of the OSS.

President Roosevelt always had his doubts about Donovan. Early in 1945, he had ordered his chief White House military aide, Colonel Richard Park, Jr., to conduct a secret investigation into the wartime operations of the OSS. As Park began his work, leaks from the White House created headlines in New York, Chicago, and Washington, warning that Donovan wanted to create an “American Gestapo.” When the stories broke, the president urged Donovan to shove his plans under the rug. On March 6, 1945, the Joint Chiefs of Staff formally shelved them.

They wanted a new spy service to serve the Pentagon, not the president. What they had in mind was a clearinghouse staffed by colonels and clerks, distilling information gathered by attachés and diplomats and spies, for the benefit of four-star commanders. Thus began a battle for control of American intelligence that went on for three generations.

“AN EXTREMELY DANGEROUS THING”

The OSS had little standing at home, and less inside the Pentagon. The organization was barred from seeing the most important intercepted communications from Japan and Germany. Senior American military officers thought an independent civilian intelligence service run by Donovan, with direct access to the president, would be “an extremely dangerous thing in a democracy,” in the words of Major General Clayton Bissell, the assistant chief of staff for military intelligence.

These were many of the same men who had slept through Pearl Harbor. Well before dawn on December 7, 1941, the American military had broken some of Japan’s codes. It knew an attack might be coming, but it never imagined Japan would take so desperate a gamble. The broken code was too secret to share with commanders in the field. Rivalries within the military meant that information was divided, hoarded, and scattered. Because no one possessed all the pieces of the puzzle, no one saw the big picture. Not until after the war was over did Congress investigate how the nation had been taken by surprise, and not until then was it clear that the country needed a new way to defend itself.

Before Pearl Harbor, American intelligence covering great swaths of the globe could be found in a short row of wooden filing cabinets at the State Department. A few dozen ambassadors and military attachés were its sole sources of information. In the spring of 1945, the United States knew next to nothing about the Soviet Union, and little more about the rest of the world.

Franklin Roosevelt was the only man who could revive Donovan’s dream of a far-seeing, all-powerful American intelligence service. When Roosevelt died on April 12, Donovan despaired for the future. After sitting up half the night grieving, he came downstairs at the Ritz Hotel, his favorite haunt in liberated Paris, and had a gloomy breakfast with William J. Casey, an OSS officer and a future director of central intelligence.

“What do you think it means for the organization?” Casey asked.

“I’m afraid it’s probably the end,” Donovan said.

That same day, Colonel Park submitted his top secret report on the OSS to the new president. The report, fully declassified only after the cold war ended, was a political murder weapon, honed by the military and sharpened by J. Edgar Hoover, the FBI director since 1924; Hoover despised Donovan and harbored his own ambitions to run a worldwide intelligence service. Park’s work destroyed the possibility of the OSS continuing as part of the American government, punctured the romantic myths that Donovan created to protect his spies, and instilled in Harry Truman a deep and abiding distrust of secret intelligence operations. The OSS had done “serious harm to the citizens, business interests, and national interests of the United States,” the report said.

Park admitted no important instance in which the OSS had helped to win the war, only mercilessly listing the ways in which it had failed. The training of its officers had been “crude and loosely organized.” British intelligence commanders regarded American spies as “putty in their hands.” In China, the nationalist leader Chiang Kai-shek had manipulated the OSS to his own ends. Germany’s spies had penetrated OSS operations all over Europe and North Africa. The Japanese embassy in Lisbon had discovered the plans of OSS officers to steal its code books—and as a consequence the Japanese changed their codes, which “resulted in a complete blackout of vital military information” in the summer of 1943. One of Park’s informants said, “How many American lives in the Pacific represent the cost of this stupidity on the part of OSS is unknown.” Faulty intelligence provided by the OSS after the fall of Rome in June 1944 led thousands of French troops into a Nazi trap on the island of Elba, Park wrote, and “as a result of these errors and miscalculations of the enemy forces by OSS, some 1,100 French troops were killed.”

The report personally attacked Donovan. It said the general had lost a briefcase at a cocktail party in Bucharest that was “turned over to the Gestapo by a Rumanian dancer.” His hiring and promotion of senior officers rested not on merit but on an old-boy network of connections from Wall Street and the Social Register. He had sent detachments of men to lonely outposts such as Liberia and forgotten about them. He had mistakenly dropped commandos into neutral Sweden. He had sent guards to protect a captured German ammunition dump in France and then blown them up.

Colonel Park acknowledged that Donovan’s men had conducted some successful sabotage missions and rescues of downed American pilots. He said the deskbound research and analysis branch of OSS had done “an outstanding job,” and he concluded that the analysts might find a place at the State Department after the war. But the rest of the OSS would have to go. “The almost hopeless compromise of OSS personnel,” he warned, “makes their use as a secret intelligence agency in the postwar world inconceivable.”

After V-E Day, Donovan went back to Washington to try to save his spy service. A month of mourning for President Roosevelt was giving way to a mad scramble for power in Washington. In the Oval Office on May 14, Harry Truman listened for less than fifteen minutes as Donovan made his proposal to hold communism in check by undermining the Kremlin. The president summarily dismissed him.

All summer long, Donovan fought back in Congress and in the press. Finally, on August 25, he told Truman that he had to choose between knowledge and ignorance. The United States “does not now have a coordinated intelligence system,” he warned. “The defects and the dangers of this situation have been generally recognized.”

Donovan had hoped that he could sweet-talk Truman, a man he had always treated with cavalier disdain, into creating the CIA. But he had misread his own president. Truman had decided that Donovan’s plan had the earmarks of a Gestapo. On September 20, 1945, six weeks after he dropped America’s atomic bombs on Japan, the president of the United States fired Donovan and ordered the OSS to disband in ten days. America’s spy service was abolished.



2.“THE LOGIC OF 
FORCE”

In the rubble of Berlin, Allen Dulles, the ranking OSS officer in Germany, had found a splendid and well-staffed mansion for his new headquarters in the summer of 1945. His favorite lieutenant, Richard Helms, began trying to spy on the Soviets.

“What you have to remember,” Helms said half a century later, “is that in the beginning, we knew nothing. Our knowledge of what the other side was up to, their intentions, their capabilities, was nil, or next to it. If you came up with a telephone book or a map of an airfield, that was pretty hot stuff. We were in the dark about a lot of the world.”

Helms had been happy to return to Berlin, where he had made his name as a twenty-three-year-old wire service reporter by interviewing Hitler at the 1936 Olympics. He was dumbstruck by the abolition of the OSS. At the outfit’s operations center in Berlin, a commandeered sparkling-wine factory, the anger and alcohol flowed freely on the night the order from the president arrived. There would be no central headquarters for American intelligence as Dulles had envisioned. Only a skeleton crew would stay on overseas. Helms simply could not believe the mission could come to an end. He was encouraged a few days later when a message arrived from OSS headquarters in Washington, telling him to hold the fort.

“THE HOLY CAUSE OF CENTRAL INTELLIGENCE”

The message came from Donovan’s deputy, Brigadier General John Magruder, a gentleman soldier who had been in the army since 1910. He adamantly believed that without an intelligence service, America’s new supremacy in the world would be left to blind chance, or beholden to the British. On September 26, 1945, six days after President Truman signed away the OSS, General Magruder stalked down the endless corridors of the Pentagon. The moment was opportune: the secretary of war, Henry Stimson, had resigned that week, and Stimson had been dead-set against the idea of a CIA. “Seems to me most inadvisable,” he had told Donovan a few months earlier. Now General Magruder seized the opening left by Stimson’s departure.

He sat down with an old friend of Donovan’s, the assistant secretary of war, John McCloy, one of the great movers and shakers of Washington. Together, the two men countermanded the president.

Magruder walked out of the Pentagon that day with an order from McCloy that said, “the continuing operations of OSS must be performed in order to preserve them.” That piece of paper kept the hope for a Central Intelligence Agency alive. The spies would stay on duty, under a new name, the Strategic Services Unit, the SSU. McCloy then asked his good friend Robert A. Lovett, the assistant secretary for air war and a future secretary of defense, to set up a secret commission to plot the course for American intelligence—and to tell Harry Truman what had to be done. Magruder confidently informed his men that “the holy cause of central intelligence” would prevail.

Emboldened by the reprieve, Helms set to work in Berlin. He purged officers who had plunged into Berlin’s black market, where everything and everyone was for sale—two dozen cartons of Camels, purchased for $12 at the American military PX, bought a 1939 Mercedes-Benz. He searched for German scientists and spies to ferret out to the West, with the aim of denying their skills to the Soviets and putting them to work for the United States. But these tasks soon took second place to the struggle to see the new enemy. By October, “it was very clear our primary target was going to be what the Russians were up to,” remembered Tom Polgar, then a twenty-three-year-old officer at the Berlin base. The Soviets were seizing the railroads and co-opting the political parties of eastern Germany. At first the best the American spies could do was to try to track the movement of Soviet military transports to Berlin, giving the Pentagon a sense that someone was trying to keep an eye on the Red Army. Furious at Washington’s retreat in the face of the Soviet advance, working against the resistance from the ranking American military men in Berlin, Helms and his men began trying to recruit German police and politicians to establish spy networks in the east. By November, “we were seeing the total takeover by the Russians of the East German system,” said Peter Sichel, another twenty-three-year-old SSU officer in Berlin.

The Joint Chiefs of Staff and the forceful secretary of the navy, James V. Forrestal, now began to fear that the Soviets, like the Nazis before them, would move to seize all of Europe—and then push on to the eastern Mediterranean, the Persian Gulf, northern China, and Korea. One false move could lead to a confrontation no one could contain. And as the fear of a new war increased, the future leaders of American intelligence split into two rival camps.

One believed in the slow and patient gathering of secret intelligence through espionage. The other believed in secret warfare—taking the battle to the enemy through covert action. Espionage seeks to know the world. That was Richard Helms. Covert action seeks to change the world. That would be Frank Wisner.

Wisner was the charming son of land-rich Mississippi gentry, a dashing corporate lawyer in a tailored military uniform. In September 1944 he had flown into Bucharest, Romania, as the new OSS station chief. The Red Army and a small American military mission had seized control in the capital, and Wisner’s orders were to keep an eye on the Russians. He was in his glory, conspiring with the young King Michael, plotting the rescue of downed Allied airmen, and requisitioning the thirty-room mansion of a Bucharest beer baron. Under its sparkling chandeliers, Russian officers mingled with the Americans, toasting one another with Champagne. Wisner was thrilled—he was one of the first OSS men to bend an elbow with the Russians—and he proudly reported to headquarters that he had made a successful liaison with the Soviet intelligence service.

He had been an American spy for less than a year. The Russians had been at the game for more than two centuries. They already had well-placed agents within the OSS and they quickly infiltrated Wisner’s inner circle of Romanian allies and agents. By midwinter, they took control of the capital, herded tens of thousands of Romanians who had German bloodlines into railroad cars, and shipped them eastward to enslavement or death. Wisner watched twenty-seven boxcars filled with human cargo rolling out of Romania. The memory haunted him all his life.

He was a deeply shaken man when he arrived at OSS headquarters in Germany, where he and Helms became uneasy allies. They flew to Washington together in December 1945, and as they talked during the eighteen-hour journey, they realized they had no idea whether the United States would have a clandestine service after they landed.

“AN APPARENTLY BASTARD ORGANIZATION”

In Washington, the battle over the future of American intelligence was growing fierce. The Joint Chiefs of Staff fought for a service firmly under their control. The army and the navy demanded their own. J. Edgar Hoover wanted the FBI to conduct worldwide espionage. The State Department sought dominion. Even the postmaster general weighed in.

General Magruder defined the problem: “Clandestine intelligence operations involve a constant breaking of all the rules,” he wrote. “To put it baldly, such operations are necessarily extra-legal and sometimes illegal.” He argued, convincingly, that the Pentagon and the State Department could not risk running those missions. A new clandestine service would have to take charge.

But almost no one was left to fill its ranks. “The intelligence collection effort more or less came to a standstill,” said Colonel Bill Quinn, General Magruder’s executive officer at the Strategic Services Unit. Five of every six OSS veterans had gone back to their old lives. They saw what was left of American intelligence as “transparently jerry-built and transient,” Helms said, “an apparently bastard organization with an unpredictable life expectancy.” Their number fell by nearly 10,000 in three months, down to 1,967 by the end of 1945. The London, Paris, Rome, Vienna, Madrid, Lisbon, and Stockholm stations lost almost all their officers. Fifteen out of twenty-three Asian outposts closed. On the fourth anniversary of Pearl Harbor, convinced that Truman had run American intelligence off the rails, Allen Dulles returned to his desk at Sullivan and Cromwell, the New York law firm where his brother John Foster Dulles was a partner. Frank Wisner followed his lead and went back to his own New York law firm, Carter, Ledyard.

The remaining intelligence analysts were dispatched to form a new research bureau at the State Department. They were treated like displaced persons. “I don’t suppose there had ever been or could ever be a sadder or more tormented period of my life,” wrote Sherman Kent, later a founding father of CIA’s directorate of intelligence. The most talented soon left in despair, back to their universities and newspapers. No replacements appeared. There would be no coherent intelligence reporting in the American government for many years to come.

President Truman had relied on his budget director, Harold D. Smith, to oversee the orderly dismantling of the American war machine. But demobilization was turning into disintegration. Smith warned the president on the day he dismembered the OSS that the United States was at risk of returning to the state of innocence that had prevailed before Pearl Harbor. He feared that American intelligence had become “royally bitched up.” At a hastily convened White House meeting on January 9, 1946, Admiral William D. Leahy, Truman’s crusty military chief of staff, bluntly told the president that “intelligence had been handled in a disgraceful way.”

Truman saw he had created a snafu and decided to set it straight. He summoned the deputy director of naval intelligence, Rear Admiral Sidney W. Souers. A reservist, Souers was a Democratic Party stalwart from Missouri, a wealthy businessman who made his money in life insurance and Piggly Wiggly shops, the nation’s first self-service supermarkets. He had served on a postwar commission studying the future of intelligence created by Secretary of the Navy James Forrestal, but his sights were set on nothing grander than a swift return to Saint Louis.

Souers discovered to his dismay that the president was going to make him the first director of central intelligence. Admiral Leahy recorded the moment of the investiture in his office diary for January 24, 1946: “At lunch today in the White House, with only members of the Staff present, RAdm Sidney Souers and I were presented with black cloaks, black hats, and wooden daggers” by Truman. The president then knighted Souers as chief of the “Cloak and Dagger Group of Snoopers” and “Director of Centralized Snooping.” This vaudeville act placed the flabbergasted reservist in command of the misbegotten and short-lived organization called the Central Intelligence Group. Souers was now in charge of nearly two thousand intelligence officers and support staff who controlled files and dossiers on some 400,000 individuals. Many of them had no idea what they were doing, or what they were supposed to do. Someone asked Souers after his swearing-in what he wanted to do. “I want to go home,” he said.

Like every director of central intelligence who followed him, he was given great responsibility without equivalent authority. He had no direction from the White House. The trouble was that no one really knew what the president wanted—least of all the president himself. Truman said he only needed a daily intelligence digest, to keep from having to read a two-foot stack of cables every morning. It seemed to the charter members of the Central Intelligence Group that it was the only aspect of their work he ever considered.

Others saw the mission very differently. General Magruder maintained that there was a tacit understanding at the White House that the Central Intelligence Group would operate a clandestine service. If so, not a word of it appeared on paper. The president never spoke of it, so almost no one else in the government recognized the new group’s legitimacy. The Pentagon and the State Department refused to talk to Souers and his people. The army, the navy, and the FBI treated them with the deepest disdain. Souers lasted barely a hundred days as director, though he stayed on to serve the president as an adviser. He left behind only one note of consequence, a top secret memo with the following plea: “There is an urgent need to develop the highest possible quality of intelligence on the USSR in the shortest possible time.”

The only American insights on the Kremlin in those days came from the newly appointed American ambassador in Moscow, the future director of central intelligence, General Walter Bedell Smith, and his ranking Russia hand, George Kennan.

“WHAT DOES THE SOVIET UNION WANT?”

Bedell Smith was a shopkeeper’s son from Indiana who rose from buck private to general without the polish of West Point or a college degree. As Eisenhower’s chief of staff in World War II, he had thought through every battle in North Africa and Europe. His fellow officers respected and feared him; he was Ike’s unsmiling hatchet man. He worked himself beyond exhaustion. After receiving blood transfusions for a bleeding ulcer when he collapsed at the end of a late dinner with Eisenhower and Winston Churchill, he argued his way out of a British hospital and back to his commander’s tent. He had broken bread with Russian military officers, sitting down for awkward dinners at Allied headquarters in Algiers to plan joint operations against the Nazis. He had personally accepted the Nazi surrender that ended the war in Europe, staring down with contempt at the German command in the battered little red schoolhouse in Rheims, France, that served as the American military’s forward headquarters. On V-E Day, May 8, 1945, he had met for a few fleeting minutes in Rheims with Allen Dulles and Richard Helms. Dulles, cursed by gout, hobbling on a crutch, had come to see Eisenhower and win his approval for the creation of an all-powerful American intelligence center in Berlin. Ike had no time for Dulles that morning—a bad omen.

Bedell Smith arrived in Moscow in March 1946 to be schooled by George Kennan, the chargé d’affaires at the American embassy. Kennan had spent many years in Russia, many dark hours trying to decipher Joseph Stalin. The Red Army had seized almost half of Europe in the war, a prize taken at the terrible price of twenty million Russian dead. Its forces had liberated nations from the Nazis, but now the shadow of the Kremlin was falling over more than 100 million people beyond Russia’s borders. Kennan foresaw that the Soviets would hold their conquests by brute strength. He had warned the White House to prepare for a showdown.

A few days before Bedell Smith landed in Moscow, Kennan unleashed the most famous cable in the history of American diplomacy, the “long telegram,” an eight-thousand-word portrait of Soviet paranoia. Kennan’s readers—at first a few, in time millions—all seemed to seize on a single line: the Soviets were impervious to the logic of reason but highly sensitive to “the logic of force.” In short order, Kennan would gain fame as the greatest Kremlinologist in the American government. “We had accustomed ourselves, through our wartime experience, to having a great enemy before us,” Kennan reflected many years later. “The enemy must always be a center. He must be totally evil.”

Bedell Smith called Kennan “the best possible tutor a newly arrived chief of mission could have had.”

On a cold, starry night in April 1946, Bedell Smith rode a limousine flying the American flag into the fortress of the Kremlin. At the gates, Soviet intelligence officers checked his identity. His car passed the ancient Russian cathedrals and the huge broken bell at the foot of a tall tower within the Kremlin’s walls. Saluting soldiers in high black leather boots and red-striped breeches ushered him inside. He had come alone. They took him down a long corridor, through tall double doors padded with dark green quilted leather. Finally, in a high-ceilinged conference room, the general met the generalissimo.

Bedell Smith had a double-barreled question for Stalin: “What does the Soviet Union want, and how far is Russia going to go?”

Stalin stared into the distance, puffing on a cigarette and doodling lopsided hearts and question marks with a red pencil. He denied designs on any other nation. He denounced Winston Churchill’s warning, delivered in a speech a few weeks earlier in Missouri, about the iron curtain that had fallen across Europe.

Stalin said Russia knew its enemies.

“Is it possible that you really believe that the United States and Great Britain are united in an alliance to thwart Russia?” Bedell Smith asked.

“Da,” said Stalin.

The general repeated: “How far is Russia going to go?”

Stalin looked right at him and said: “We’re not going to go much further.”

How much further? No one knew. What was the mission of American intelligence in the face of the new Soviet threat? No one was sure.

“AN APPRENTICE JUGGLER”

On June 10, 1946, General Hoyt Vandenberg became the second director of central intelligence. A handsome pilot who had led Eisenhower’s tactical air war in Europe, he now ran a fly-by-night outfit based in a cluster of undistinguished masonry buildings at the far end of Foggy Bottom, atop a small bluff overlooking the Potomac. His command post stood at 2430 E Street, the old headquarters of the OSS, surrounded by an abandoned gasworks, a turreted brewery, and a roller-skating rink.

Vandenberg lacked three essential tools: money, power, and people. The Central Intelligence Group stood outside the law, in the judgment of Lawrence Houston, general counsel for Central Intelligence from 1946 to 1972. The president could not legally create a federal agency out of thin air. Without the consent of Congress, Central Intelligence could not legally spend money. No money meant no power.

Vandenberg set out to get the United States back into the intelligence business. He created a new Office of Special Operations to conduct spying and subversion overseas and wrangled $15 million under the table from a handful of congressmen to carry out those missions. He wanted to know everything about the Soviet forces in Eastern and Central Europe—their movements, their capabilities, their intentions—and he ordered Richard Helms to deliver in a hurry. Helms, in charge of espionage in Germany, Austria, Switzerland, Poland, Czechoslovakia, and Hungary, with 228 overseas personnel on his roster, said he felt like “an apprentice juggler trying to keep an inflated beach ball, an open milk bottle and a loaded machine gun in the air.” All over Europe, “a legion of political exiles, former intelligence officers, ex-agents and sundry entrepreneurs were turning themselves into intelligence moguls, brokering the sale of fabricated-to-order information.” The more his spies spent buying intelligence, the less valuable it became. “If there are more graphic illustrations of throwing money at a problem that hasn’t been thought through, none comes to mind,” he wrote. What passed for intelligence on the Soviets and their satellites was a patchwork of frauds produced by talented liars.

Helms later determined that at least half the information on the Soviet Union and Eastern Europe in the CIA’s files was pure falsehood. His stations in Berlin and Vienna had become factories of fake intelligence. Few of his officers or analysts could sift fact from fiction. It was an ever present problem: more than half a century later, the CIA confronted the same sort of fabrication as it sought to uncover Iraq’s weapons of mass destruction.

From the first day Vandenberg took office, he was shaken by terrifying reports from overseas. His daily bulletins generated heat but little light. It was impossible to determine whether the warnings were true, but they went up the chain of command regardless. Flash: a drunken Soviet officer boasted that Russia would strike without warning. Flash: the commander of Soviet forces in the Balkans was toasting the coming fall of Istanbul. Flash: Stalin was prepared to invade Turkey, encircle the Black Sea, and take the Mediterranean and the Middle East. The Pentagon determined that the best way to blunt a Soviet advance was to cut the Red Army’s supply lines in Romania. Senior staff members under the Joint Chiefs started drawing up battle plans.

They told Vandenberg to prepare the first covert operation of the cold war. In an attempt to carry out that order, Vandenberg changed the mission of the Central Intelligence Group. On July 17, 1946, he sent two of his aides to see Truman’s White House counsel, Clark Clifford. They argued that “the original concept of the Central Intelligence Group should now be altered” to make it an “operating agency.” Without any legal authority, it became one. On that same day, Vandenberg personally asked Secretary of War Robert Patterson and Secretary of State James Byrnes to slip him an additional $10 million in secret funds to finance the work of “intelligence agents all over the world.” They did.

Vandenberg’s Office of Special Operations set out to create an underground resistance force in Romania. Frank Wisner had left behind a network of agents in Bucharest desperate to work with Americans but deeply infiltrated by Soviet intelligence. Charles W. Hostler, the first station chief in Bucharest for the Office of Special Operations, found himself surrounded by “conspiracy, intrigue, nastiness, double-dealing, dishonesty, occasional murder and assassination” among fascists, communists, monarchists, industrialists, anarchists, moderates, intellectuals, and idealists—“a social and political environment for which young American officers were poorly prepared.”

Vandenberg ordered Lieutenant Ira C. Hamilton and Major Thomas R. Hall, based at the tiny American military mission in Bucharest, to organize Romania’s National Peasant Party into a resistance force. Major Hall, who had been an OSS officer in the Balkans, spoke some Romanian. Lieutenant Hamilton spoke none. His guide was the one important agent Wisner had recruited two years before: Theodore Manacatide, who had been a sergeant on the intelligence staff of the Romanian army and now worked at the American military mission, translator by day and spy by night. Manacatide took Hamilton and Hall to meet the National Peasant Party leaders. The Americans offered the clandestine support of the United States—guns, money, and intelligence. On October 5, working with the new Central Intelligence station in occupied Vienna, the Americans smuggled the former foreign minister of Romania and five other members of the would-be liberation army into Austria, sedating them, stuffing them in mail sacks, and flying them to safe harbor.

It took Soviet intelligence and the Romanian secret police only a few weeks to sniff out the spies. The Americans and their chief agent ran for their lives as communist security forces crushed the mainstream Romanian resistance. The Peasant Party’s leaders were charged with treason and imprisoned. Manacatide, Hamilton, and Hall were convicted in absentia at a public trial after witnesses swore that they had represented themselves as agents of a new American intelligence service.

Frank Wisner opened The New York Times on November 20, 1946, and read a short article on page ten reporting that his old agent Manacatide, “formerly employed by the United States Mission,” had been sentenced to life imprisonment, “on the grounds that he accompanied a Lieutenant Hamilton of the American Military Mission to a National Peasant congress.” By winter’s end, nearly every one of the Romanians who had worked for Wisner during the war was jailed or killed; his personal secretary had committed suicide. A brutal dictatorship took control of Romania, its rise to power hastened by the failure of American covert action.

Wisner left his law firm and went to Washington, securing a post at the State Department, where he oversaw the occupied zones of Berlin, Vienna, Tokyo, Seoul, and Trieste. He had greater ambitions. He was convinced that the United States had to learn to fight in a new way, with the same skills and the same secrecy as its enemy.



3. “FIGHT FIRE WITH 
FIRE”

Washington was a small town run by people who believed that they lived in the center of the universe. Their city within the city was Georgetown, a square-mile enclave of cobblestone streets lush with magnolias. In its heart, at 3327 P Street, stood a fine four-story house built in 1820, with an English garden out back and a formal dining room with high windows. Frank and Polly Wisner made it their home. On Sunday evenings in 1947, it became the seat of the emerging American national-security establishment. The foreign policy of the United States took shape at the Wisners’ table.

They started a Georgetown tradition, a Sunday night potluck supper. The main dish was liquor, all hands having sailed out of the Second World War on a tide of alcohol. The Wisners’ eldest son, Frank’s namesake, who in time rose to the heights of American diplomacy, saw the Sunday night suppers as “extraordinarily important events. They were not just trifling social affairs. They became the very lifeblood of the way the government thought, fought, worked, compared notes, made up its mind, and reached consensus.” After dinner, in the British tradition, the ladies retired, the gentlemen remained, and the bold ideas and boozy banter went late into the night. On any given evening the guests might include Wisner’s close friend David Bruce, the OSS veteran en route to becoming the American ambassador in Paris; Chip Bohlen, counsel to the secretary of state and a future ambassador to Moscow; Undersecretary of State Robert Lovett and the future secretary of state Dean Acheson; and the newly eminent Kremlinologist George Kennan. These men believed it was in their power to change the course of human events, and their great debate was how to stop a Soviet takeover of Europe. Stalin was consolidating his control of the Balkans. Leftist guerrillas battled a right-wing monarchy in the mountains of Greece. Food riots broke out in Italy and France, where communist politicians called for general strikes. British soldiers and spies were pulling out of their posts all over the world, leaving wide swaths of the map open for the communists. The sun was setting on the British Empire; the exchequer could not sustain it. The United States was going to have to lead the free world alone.

Wisner and his guests listened closely to Kennan. They had absorbed his “long telegram” from Moscow and they shared his view of the Soviet threat. So did Navy Secretary James Forrestal, soon to be the first secretary of defense, a Wall Street wonder boy who saw communism as a fanatical faith to be fought with a still-deeper conviction. Forrestal had become Kennan’s political patron, installing him in a general’s mansion at the National War College and making his work required reading for thousands of military officers. Director of Central Intelligence Vandenberg brainstormed with Kennan about how to spy on Moscow’s atomic weapons work. The new secretary of state, George C. Marshall, the chief of the U.S. Army in World War II, determined that the nation needed to reshape its foreign policy, and in the spring he put Kennan in charge of the State Department’s new Policy Planning Staff.

Kennan was drawing up a battle plan for the newly named cold war. Within the course of six months, the ideas of this obscure diplomat gave rise to three forces that shaped the world: the Truman Doctrine, a political warning to Moscow to halt its subversion of foreign nations; the Marshall Plan, a global bastion for American influence against communism; and the clandestine service of the Central Intelligence Agency.

“THE GREATEST INTELLIGENCE SERVICE IN THE WORLD”

In February 1947, the British ambassador had warned acting secretary of state Dean Acheson that England’s military and economic aid to Greece and Turkey would have to cease in six weeks. The Greeks would need something on the order of a billion dollars over the next four years to fight the threat of communism. From Moscow, Walter Bedell Smith sent his assessment that British troops were the only force keeping Greece from falling into the Soviet orbit.

At home, the red scare was rising. For the first time since before the Great Depression, the Republicans now controlled both houses of Congress, with men like Senator Joseph McCarthy of Wisconsin and Congressman Richard Nixon of California gaining power. Truman’s popularity was plunging; his approval rating in public opinion polls had fallen 50 points since the end of the war. He had changed his mind about Stalin and the Soviets. He was now convinced that they were an evil abroad in the world.

Truman and Acheson summoned Senator Arthur Vandenberg, the Republican chairman of the Committee on Foreign Relations. (The newspapers that day noted that the senator’s nephew Hoyt soon would be relieved as director of central intelligence, after only eight months in power.) Acheson explained that a communist beachhead in Greece would threaten all of Western Europe. The United States was going to have to find a way to save the free world—and Congress was going to have to pay the bill. Senator Vandenberg cleared his throat and turned to Truman. “Mr. President,” he said, “the only way you are ever going to get this is to make a speech and scare the hell out of the country.”

On March 12, 1947, Truman made that speech, warning a joint session of Congress that the world would face disaster unless the United States fought communism abroad. Hundreds of millions of dollars had to be sent to shore up Greece, now “threatened by the terrorist activities of several thousand armed men,” the president said. Without American aid, “disorder might spread throughout the Middle East,” despair would deepen in the nations of Europe, and darkness could descend on the free world. His credo was something new: “I believe that it must be the policy of the United States to support free peoples who are resisting attempted subjugation by armed minorities or by outside pressures.” Any attack launched by an American enemy in any nation of the world was an attack on the United States. This was the Truman Doctrine. Congress rose for a standing ovation.

Millions of dollars started flowing to Greece—along with warships, soldiers, guns, ammunition, napalm, and spies. Soon Athens became one of the biggest American intelligence posts in the world. Truman’s decision to fight communism overseas was the first clear direction that American spies received from the White House. They still lacked a strong commander. General Vandenberg was counting the days until he could take over the new air force, but he delivered secret testimony to a handful of members of Congress in his last days as director of central intelligence, saying that the nation faced foreign threats as never before. “The oceans have shrunk, until today both Europe and Asia border the United States almost as do Canada and Mexico,” he said, in a turn of phrase repeated, eerily, by President Bush after 9/11.

In World War II, Vandenberg said, “we had to rely blindly and trustingly on the superior intelligence system of the British”—but “the United States should never have to go hat in hand, begging any foreign government for the eyes—the foreign intelligence—with which to see.” Yet the CIA would always depend on foreign intelligence services for insight into lands and languages it did not understand. Vandenberg ended by saying it would take at least five more years to build a professional cadre of American spies. The warning was repeated word for word half a century later, in 1997, by Director of Central Intelligence George J. Tenet, and Tenet said it again upon resigning in 2004. A great spy service was always five years over the horizon.

Vandenberg’s successor, the third man to hold the post in fifteen months, was Rear Admiral Roscoe Hillenkoetter, sworn in on May Day 1947. Hilly, as everyone called him, was a miscast man. He exuded insignificance. Like his predecessors, he never wanted to be director of central intelligence—“and probably never should have been,” says a CIA history of the era.

On June 27, 1947, a congressional committee held secret hearings that led to the formal creation of the CIA at summer’s end. It spoke volumes that not Hillenkoetter but Allen Dulles—a lawyer in private practice—was selected to conduct a secret intelligence seminar for a few select members of Congress.

Allen Dulles had an “Onward, Christian Soldiers” sense of patriotic duty. He was born into the best family of Watertown, New York, in 1893. His father was the town’s Presbyterian pastor; his grandfather and his uncle both had served as secretary of state. The president of his college, Princeton, was Woodrow Wilson, later to be president of the United States. Dulles had been a junior diplomat after World War I and a white-shoe Wall Street lawyer in the Depression. By virtue of his carefully cultivated reputation as an American master spy, built as the OSS chief in Switzerland, he was regarded by the Republican leadership as the director of central intelligence in exile, in the way that his brother John Foster Dulles, the party’s principal foreign policy spokesman, was seen as a shadow secretary of state. Allen was genial in the extreme, with twinkling eyes, a belly laugh, and an almost impish deviousness. But he was also a duplicitous man, a chronic adulterer, ruthlessly ambitious. He was not above misleading Congress or his colleagues or even his commander in chief.

Room 1501 of the Longworth Office Building was sealed off by armed guards; everyone inside was sworn to secrecy. Puffing away on his pipe, a tweedy headmaster instructing unruly schoolboys, Allen Dulles described a CIA that would be “directed by a relatively small but elite corps of men with a passion for anonymity.” Its director would require “judicial temperament in high degree,” with “long experience and profound knowledge”—a man not unlike Allen Dulles. His top aides, if they were military men, would “divest themselves of their rank as soldiers, sailors or airmen and, as it were, ‘take the cloth’ of the intelligence service.”

Americans had “the raw material for building the greatest intelligence service in the world,” Dulles said. “The personnel need not be very numerous”—a few hundred good men would do the trick. “The operation of the service must neither be flamboyant nor over-shrouded in the mystery and abracadabra which the amateur detective likes to assume,” he reassured the members of Congress. “All that is required for success is hard work, discriminating judgment, and common sense.”

He never said what he really wanted: to resurrect the wartime covert operations of the OSS.

The creation of a new American clandestine service was at hand. President Truman unveiled the new architecture for the cold war by signing the National Security Act of 1947 on July 26. The act created the air force as a separate service, led by General Vandenberg, and a new National Security Council was to be the White House switchboard for presidential decisions. The act also created the office of secretary of defense; its first occupant, James Forrestal, was ordered to unify the American military. (“This office,” Forrestal wrote a few days later, “will probably be the greatest cemetery for dead cats in history.”)

And, in six short and sketchy paragraphs, the act gave birth to the Central Intelligence Agency on September 18.

The CIA was born with crippling defects. From the outset, it faced fierce and relentless opponents within the Pentagon and the State Department—the agencies whose reports it was supposed to coordinate. The agency was not their overseer, but their stepchild. Its powers were poorly defined. No formal charter or congressionally appropriated funds would come for nearly two more years. The CIA’s headquarters would survive until then on a subsistence fund maintained by a few members of Congress.

And its secrecy would always conflict with the openness of American democracy. “I had the gravest forebodings about this organization,” wrote Dean Acheson, soon to be secretary of state, “and warned the President that as set up neither he, the National Security Council, nor anyone else would be in a position to know what it was doing or to control it.”

The National Security Act said nothing about secret operations overseas. It instructed the CIA to correlate, evaluate, and disseminate intelligence—and to perform “other functions and duties related to intelligence affecting the national security.” Embedded in those eleven words were the powers that General Magruder had preserved in his end run around the president two years before. In time, hundreds of major covert actions—eighty-one of them during Truman’s second term—would be driven through this loophole.

The conduct of covert action required the direct or implied authority of the National Security Council. The NSC in those days was President Truman, the secretary of defense, the secretary of state, and the military chiefs. But it was an evanescent body. It seldom convened, and when it did, Truman was rarely at the table.

He came to the first meeting on September 26, as did a very wary Roscoe Hillenkoetter. The CIA’s counsel, Lawrence Houston, had warned the director against the growing calls for covert action. He said the agency had no legal authority to conduct them without the express consent of Congress. Hilly sought to limit the CIA’s overseas missions to the gathering of intelligence. He failed. Momentous decisions were being made in secret, often over breakfast on Wednesdays at Secretary of Defense Forrestal’s house.

On September 27, Kennan sent Forrestal a detailed paper calling for the establishment of a “guerrilla warfare corps.” Kennan thought that although the American people might never approve of such methods, “it might be essential to our security to fight fire with fire.” Forrestal fervently agreed. Together, they set the American clandestine service in motion.

“THE INAUGURATION OF ORGANIZED POLITICAL WARFARE”

Forrestal called Hillenkoetter into the Pentagon to discuss “the present widespread belief that our Intelligence Group is entirely inept.” He had good reason. The mismatch between the CIA’s capabilities and the missions it was called upon to carry out was staggering.

The new commander of the CIA’s Office of Special Operations, Colonel Donald “Wrong-Way” Galloway, was a strutting martinet who had reached the apex of his talent as a West Point cavalry officer teaching equestrian etiquette to cadets. His deputy, Stephen Penrose, who had run the Middle East division of the OSS, resigned in frustration. In a bitter memo to Forrestal, Penrose warned that “CIA is losing its professionals, and is not acquiring competent new personnel,” at the very time “when, as almost never before, the government needs an effective, expanding, professional intelligence service.”

Nevertheless, on December 14, 1947, the National Security Council issued its first top secret orders to the CIA. The agency was to execute “covert psychological operations designed to counter Soviet and Soviet-inspired activities.” With this martial drum roll, the CIA set out to beat the Reds in the Italian elections, set for April 1948.

The CIA told the White House that Italy could become a totalitarian police state. If the communists won at the ballot box, they would seize “the most ancient seat of Western Culture. In particular, devout Catholics everywhere would be gravely concerned regarding the safety of the Holy See.” The prospect of a godless government surrounding the pope at gunpoint was too awful to contemplate. Kennan thought that a shooting war would be better than letting the communists take power legally—but covert action modeled on communist techniques of subversion was the next best choice.

The CIA’s F. Mark Wyatt, who cut his teeth on this operation, remembered that it began weeks before the National Security Council formally authorized it. Congress, of course, never gave a go-ahead. The mission was illegal from the start. “In CIA, at headquarters, we were absolutely terrified, we were scared to death,” Wyatt said, and with good reason. “We were going beyond our charter.”

Cash, lots of it, would be needed to help defeat the communists. The best guess from the CIA’s Rome station chief, James J. Angleton, was $10 million. Angleton, partly reared in Italy, had served there with the OSS and stayed on; he told headquarters that he had penetrated the Italian secret service so deeply that he practically ran it. He would use its members as a bucket brigade to distribute the cash. But where would the money come from? The CIA still had no independent budget and no contingency fund for covert operations.

James Forrestal and his good friend Allen Dulles solicited their friends and colleagues from Wall Street and Washington—businesspeople, bankers, and politicians—but it was never enough. Forrestal then went to an old chum, John W. Snyder, the secretary of the treasury and one of Harry Truman’s closest allies. He convinced Snyder to tap into the Exchange Stabilization Fund set up in the Depression to shore up the value of the dollar overseas through short-term currency trading, and converted during World War II as a depository for captured Axis loot. The fund held $200 million earmarked for the reconstruction of Europe. It delivered millions into the bank accounts of wealthy American citizens, many of them Italian Americans, who then sent the money to newly formed political fronts created by the CIA. Donors were instructed to place a special code on their income tax forms alongside their “charitable donation.” The millions were delivered to Italian politicians and the priests of Catholic Action, a political arm of the Vatican. Suitcases filled with cash changed hands in the four-star Hassler Hotel. “We would have liked to have done this in a more sophisticated manner,” Wyatt said. “Passing black bags to affect a political election is not really a terribly attractive thing.” But it worked: Italy’s Christian Democrats won by a comfortable margin and formed a government that excluded communists. A long romance between the party and the agency began. The CIA’s practice of purchasing elections and politicians with bags of cash was repeated in Italy—and in many other nations—for the next twenty-five years.

But in the weeks before the election, the communists scored another victory. They seized Czechoslovakia, beginning a brutal series of arrests and executions that lasted for nearly five years. The CIA station chief in Prague, Charles Katek, worked to deliver about thirty Czechs—his agents and their families—over the border to Munich. Chief among them was the head of Czech intelligence. Katek arranged to have him smuggled out of the country, stuffed between the radiator and the grille of a roadster.

On March 5, 1948, while the Czech crisis was exploding, a terrifying cable came to the Pentagon from General Lucius D. Clay, chief of American occupation forces in Berlin. The general said he had a gut feeling that a Soviet attack could come at any minute. The Pentagon leaked the cable and Washington was swamped by fear. Though the CIA’s Berlin base sent a report reassuring the president that there was no sign of any impending attack, no one listened. Truman went before a joint session of Congress the next day warning that the Soviet Union and its agents threatened a cataclysm. He demanded and won immediate approval of the great undertaking that became known as the Marshall Plan.

The plan offered billions of dollars to the free world to repair the damage done by the war and to create an American economic and political barricade against the Soviets. In nineteen capitals—sixteen in Europe, three in Asia—the United States would help rebuild civilization, with an American blueprint. George Kennan and James Forrestal were among the plan’s principal authors. Allen Dulles served as a consultant.

They helped devise a secret codicil that gave the CIA the capability to conduct political warfare. It let the agency skim uncounted millions of dollars from the plan.

The mechanics were surprisingly simple. After Congress approved the Marshall Plan, it appropriated about $13.7 billion over five years. A nation that received aid from the plan had to set aside an equivalent sum in its own currency. Five percent of those funds—$685 million all told—was made available to the CIA through the plan’s overseas offices.

It was a global money-laundering scheme that stayed secret until well after the cold war ended. Where the plan flourished in Europe and in Asia, so would American spies. “We’d look the other way and give them a little help,” said Colonel R. Allen Griffin, who ran the Marshall Plan’s Far East division. “Tell them to stick their hand in our pocket.”

Secret funds were the heart of secret operations. The CIA now had an unfailing source of untraceable cash.

In a top secret paper sent to perhaps two dozen people at the State Department, the White House, and the Pentagon on May 4, 1948, Kennan proclaimed “the inauguration of organized political warfare” and called for the creation of a new clandestine service to conduct covert operations worldwide. He stated clearly that the Marshall Plan, the Truman Doctrine, and the CIA’s covert operations were all interlocking parts of a grand strategy against Stalin.

The money that the CIA siphoned from the Marshall Plan would finance a network of false fronts—a façade of public committees and councils headed by distinguished citizens. The communists had front organizations all over Europe: publishing houses, newspapers, student groups, labor unions. Now the CIA would set up its own. Those fronts would recruit foreign agents—the émigrés of Eastern Europe, refugees from Russia. These foreigners, under CIA control, would create underground political groups in the free nations of Europe. And the underground would pass the flame to “all-out liberation movements” behind the iron curtain. If the cold war turned hot, the United States would have a fighting force on the front lines.

Kennan’s ideas caught on quickly. His plans were approved in a secret order from the National Security Council on June 18, 1948. NSC directive 10/2 called for covert operations to attack the Soviets around the world.

The strike force Kennan conceived to carry out that secret war received the blandest name imaginable—the Office of Policy Coordination (OPC). It was a cover, serving to veil the group’s work. It was placed inside the CIA, but its chief would report to the secretaries of defense and state, because the director of central intelligence was so weak. The State Department wanted it to carry out “rumor-spreading, bribery, the organization of non-communist fronts,” according to a National Security Council report declassified in 2003. Forrestal and the Pentagon wanted “guerrilla movements…underground armies…sabotage and assassination.”

“ONE MAN MUST BE BOSS”

The biggest battleground was Berlin. Frank Wisner worked ceaselessly to shape American policy in the occupied city. He urged his superiors at the State Department to undertake a stratagem aimed at subverting the Soviets by introducing a new German currency. Moscow was sure to reject the idea, so the postwar power-sharing agreements in Berlin would collapse. A new political dynamic would push the Russians back.

On June 23, the Western powers instituted the new currency. In immediate response, the Soviets blockaded Berlin. As the United States mounted an airlift to beat the blockade, Kennan spent long hours in the crisis room, the double-locked overseas communications center on the fifth floor of the State Department, agonizing as cables and telexes flashed in from Berlin.

The CIA’s Berlin base had been trying unsuccessfully for more than a year to obtain intelligence on the Red Army in occupied Germany and Russia, to track Moscow’s progress in nuclear weapons, fighter jets, missiles, and biological warfare. Still, its officers had agents among Berlin’s police and politicians—and most important, a line into the Soviet intelligence headquarters at Karlshorst in East Berlin. It came from Tom Polgar, the Hungarian refugee who was proving himself one of the CIA’s best officers. Polgar had a butler, and his butler had a brother working for a Soviet army officer in Karlshorst. Creature comforts such as salted peanuts flowed from Polgar to Karlshorst. Information flowed back. Polgar had a second agent, a teletypist in the Soviet liaison section at the Berlin police headquarters. Her sister was the mistress of a police lieutenant who was close to the Russians. The lovers met in Polgar’s apartment. “That brought me fame and glory,” he remembered. Polgar delivered crucial intelligence that reached the White House. “I was completely certain, in the Berlin blockade, that the Soviets would not move,” he said. The CIA’s reports never wavered from that assessment: neither the Soviet military nor their newly created East German allies were readying for battle. The Berlin base did its part to keep the cold war cold in those months.

Wisner was ready for a hot war. He argued that the United States should battle its way into Berlin with tanks and artillery. His ideas were rejected, but his fighting spirit was embraced.

Kennan had insisted that covert operations could not be run by committee. They needed a top commander with the full backing of the Pentagon and the State Department. “One man must be boss,” he wrote. Forrestal, Marshall, and Kennan all agreed that Wisner was the man.

He was just shy of forty, deceptively courtly in appearance. He had been a handsome man in his youth, but his hair was starting to thin and his face and torso were starting to swell from his thirst for alcohol. He had less than three years’ experience as a wartime spy and crypto-diplomat under his belt. Now he had to create a clandestine service from scratch.

Richard Helms observed that Wisner burned with “a zeal and intensity which imposed, unquestionably, an abnormal strain” on him. His passion for covert action would forever alter America’s place in the world.
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