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SPECIFIC~ [ T Current Sttuation

. Toag R 7 ApTAL 1949, for the first time in more than ten
days, I had conversations with Colonel Philp and several members
of his ‘staff; later I also talked with Dr. Schneider and Herdahl.,

) 2. T had 1ittle to take up with Philp and our conversation,
which lasted approximately 45 minutes, consisted prinarily of g .
lengthy denunciation by Philp of the German attitude in general ang
Br.. Schnelderts in partlculsr. Thig development first became
apparent on my previous visit late in March when Philp informed me
. that he had found it ned¢essary, on-the previous day, to inform

Schneider in the bluntest terms, that it had become. evident that .

. the .German Element was becoming Increasingly uncooperative and that
he no longer felt that Dr. Schneider. exercised adequate control,
Fhilp's specific accusations:

. a. The German side strongly resists every effort to improve
the standard of housekaeping {vehicle maintenance, aceountability
of funds and supplies, ete.). -

b. The discipline with the sub-organizations is unsatisfac-
tory, particularly with respect to the use of operational vehicles
fTor. personal burposes, the maintenance of vehicles and black market
actlvities. )

¢. Dr. Schneider points odt the need for more money while
concurrently employing new people. egpeclally if they happen to be
close friends or relatives of top [5.077 personalities,

d, US Element fileld representativas are intentionally kept:
uninformed of numerous operationil and administrative developments
at the sub-organizations. (Lt. Richardson is~to produce avidence
that this attitude on-the_pa oi—subordinates 1s in accordance with
nwritten instructions from the Chief of Ico,) .
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L e The German Elénfgxftresﬁ'ﬁ. the écioi eff&::'i:s‘ of Us. ffic;ezgs
working with subordinate elementg ‘of the. German. Organization, - The
HotorquoI at Pullgch and the DEing station at Bremen are cited gs.
Bx&ﬂlp 9§. - s 'l‘ .- ' A e e Yo ", R 7' ' “

0!

. Fe. Dre, Schneidar utiiizes operationgl ‘necesdity as the bagtg .
L . for Justifying propertr;remxigit:{ons' and. the furni shing of utilifies
o and some suppliss to Individualse not. comected with' the operation
S - and not wisibly- contributdve., . & . . RN ‘

) 3. Hy-"-opinion'fli's" thé.{:.'thb' pi‘é_saili;";diffic.!;ities" stem priMafily e
it - . from divergent interpretation of paras, 1. a, b,'c, and d of ths
©+ Dbasic Eucow dfrective, (Seq Tab-n s Basic [5.0:7 Ropart, 18 Dea 48).

3

a, o .

There 18'no question but. that the control gxercised by the US Element .
over the methods and manner. in which the German Element utilized .

- great.deal to be desired, However, the basic concept had been that
complete responsibility for the Performarice -0f the German Element

" rested with br, Schnaider and direct action to rectify specifie
tonditions within the German Elament that "were»unaccgp{:a‘m& to the -

marked results, too frequently took the form of energetic actlon on
the part or members of Col, Philpfs stare dealing directly with some
of Schneider's subordinates without reégard for the command and staff
.relationship spelled out in the basie Eucom directive, Schneider

.. has stubbornly held his ground on & pumber of minor issues in which
*this basie relationship and direct US infervention at subordinate
levels of the Gorman Organization have heen involved, FPhilps, in
turn, has interpreted thesa as a growing disinclination on the part .
of the Germans to cooberate. The net result is that atmosphere at’
Pullach is now characterized by a certain teniseness Phat was not .
evident when I first arrived there. Possibly balancing this ig the
Tact that the US Blement now has a much clearer picture of the - .
admninistrative -activities, At any rate an individual with a clear,
Unemotional and objsctive view of the situation at Odeum these days-
is a rare speclioan,

4. The bagic requirements to ensure the maintenance of the
US-Garman Relationship on g workable basis appear to be thes follow-

- 8+ -Basle agresment between the US Commander and thg German
I Leadar on the interpretation of the contractual agreement.

- _b. A clear conception on the part.of US and German gtare
members of the working procedures under this sgreement.
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S An adequate number of US staff members.pregsent a all
echelons of the German organization particularly in. the fleld, -
with complete access to all infprma%ion,. and instructions to observe, .
assist and offer guidance but not to-tssye orders directly to. -
their German opposite nuwbers, Thege US Tepregentatives mugst pe
capable of keeping the US Conmander completely informed on all .

- @8pecéts ‘of operational and adeinistrative developments in the lower
echelong of the German organization, His having to rdly almost

. entirely on the Germen Element for information leaves the US Coniman-

der in an untenable- position.

Cd. Guidance must be passed to the German Leader, in writing,
by the US Commander on & continuing. basis; such guidance to be
based on'instructions from.above and informetion received from his S
U5 gtarr, representatives in the field. This guidance must-he firpg : .
and above g}l must be based on gceurate and timely information )
Tecelved from US observers 1in the organizstion ant through an
actlve liaison with other US agencies in Europe which are in a pogi-~
tion to report upon the activities of G0 s well ag on mattars
of common interest. ‘ . -

ly . e
. @.. & friendiy but constructivezobservant and ‘objective
attitude on the part of the US Element.

. 5. Certainly one of the major causes of agitation is the
present difficulty over tha financial status, 1In thls matter I
feel that it ig necessary that we immedistaiv Indulge in some advance
planning, T&.o]is gtill recelving its [ d- monthly. The diffi-
cultcies Erowing out. of the rising valus of the DN have been reported

xinately 15%; this Process of cutting down continues. I have re-
celved the 1mpression, however, that Schneider has an unfounded hope
that .the turnover to us will gimultaneously mean the end of his
financial troubles and an increase over the Present [, X
"have made every effort tg eliminate this view. On the otner hand,
eliminating operational comnltments is, gs we know, a difficult and
sometimes expensive procedure which cannot Le accomplished in g
maftter of days. Thus, I feel that we should assess the operation
from our available information and attempt to formulate without fur-
ther delay a pPlenning basis which can be passed to Odeum at the time
that we take over. This should include sn indication of which .
operations should be cat, which built-up, and which eliminated. 4lso,
some indicatlon of the anticipated financial arrangement (channel for
, handling Tunds, availability, ete) wmould be helpful for plaming
purposes. If we do not provide Schneider with this guidance his only

reluctant at this stage of the game to make any decisions that will

Jiave far reaching effects, That pressure which is exerteq by EBucom
tends to prolong the life of collection efforts which have a parti-
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. future disposition of the. entire .project

t - this leisurely-pacae. . . 7 .
‘ guidance -of 'project during the past six'months has-been 4
The-present widespread usage of MG designations for [B.47] £ia1g.
-bases:.is ‘daily becoming.a thinner ‘and less realisti
ment.” ‘Continued -maintenance of the entire 1.9 show in the large

18 dnviting vublicity which is
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13 obviously the time to buy when small businesses, . b i
are now collapsing inthe' face = . .
. Inability to repay:loans uiﬁh tha -inereasing value -of the IM,
Schneider-.belie"vesvzj:hat much of (5.0.7 can'be put into:
cover without.great: outldy.of casn and’is now .push

Caplitalized onithe cheap DY

~developing. phissibilities in?thi;_s"”prog_r K

"'‘desirable. from'g’ Security point ‘of- view since- the pre
“oment at Pullach:is becoming’ increasingly' blown. This ig n matter
¥hich will also receive ‘the attention of our staff with O30 ot

aritestiopportunity, ;- w77 LTS

S1r. with respect to- the strength of

~J'iindicates that four staff officers 1.
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- operations-and-the head of aup Tepresentati
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Finally and most fm—

portant’ in the long range view, the establishment OL[F 2.7 vig-g-
vis the Western German State and the German economy, In a position
‘which will ensure 1ts future 1s a matter which must Immadiately .
*r.| Tecelve our atitention, Notunrelated to this matter, is the
« - appearance within = ~{ Of certain mani
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many.. Notwithstanding this, br. Schneidar has a wide range of
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- made: available ‘to me to assist.us “in-developing our course of -aetion

- tointegrate hig: organization-into ‘the- Political .and economic frime. _
‘" Work.of Weéstern' Germany., - He' understands that o ‘
+ .thesge

o -apvatuable: he [&.0.% project, CT
S 13 e Oue *=relatior}spip;with-:‘Phﬂp*‘and.*hj.s’stg;‘:r wilY be a AT
matter-which willlhave “6o be carefi;lly{cansidered.; In &-few very . - .
..,;_supqrfiqialﬁdisenssions-witlr"PHilpfog'J:his matter ‘I have stressed . T
. o --the-point *that ‘we’ will not, expoct toltake. over: any ‘of” the existing
¢ . -Gutiesiof members of his i >staff and: fhat dur main effort will.be K
. dn.the“operdtional ’field.-'-f“—‘:"Tantativrely-,’:I plari that certatn aspects
+ 1 ofrour work will ‘remain”strietly in: our own. circlesand that other .

Jmatters’willihave to:be!open  to' Philp and htg staff.. A1} of our ) .o
~organizational traffic -should -be kept ‘in .our- ‘office and any of our - -
‘material I'make available to him will ' -

! not be-in ite original form.
Reports 'prepared by our Treprasentatives in the rield will deal ‘

i - -Separately - with administrative -and operational matters and the -
3 ' matter ‘of passing these to, Col.- Philp ‘and his staff will be deter-
| mined by _Vthen}‘gppyentlof-.«tt‘zg report in each case, - = : ‘

14 While T am convinced a staff of four will be inadequate
- to- staff (=27 beyond the firsgt few months, T am not prepared to

" make-a.specitic recommendation either ag to the minimum nimber -of
155 - personnel that will be needed nor as to the specific jobs in which

S 3 can-visnalize we will require our representatives. Becauss of my .
o.very :strong conviction that the success we will make of this project
Y, will depend “largely on the staff that we- can make available, I will
contlinue’ to ‘give: e osest-gttention to th problem of developing an
adequate staff, . oo (i or B o :

Ve [

EEN

w015, Periodically T shall attempt to suimarize the developments
.that are evident from my contacts with the US and German Elementsg .
of [&F.o0] By and large these will be informative in character and
will rurnish s background against which future specific. recommenda—~
tlons w11l be made. e exceptlon to the informative character

of the materisl in this particular letter is, obviously, my request
that we give immedigte consideration to the question of the manner
and extent in which we contemplate financing the entire project.
Your views on this subject at the earlie

st opportunity. will be
appreciated. ) ) . ;
.
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