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17 October 1944

Miss Grace Tully
The White House
Washington 25, D. C.
Dear Grace:

I believe the President will be interested
in the attached report. Will you kindly see that
it reaches his desk.

Thank you.

Sincerely,
' -
ﬁ L
William J. Donovan
Director
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WASHINGTON, D.C.

16 October 1944

E 0. 11862 Bec and 5(D) or (E)
MEMORANDUM FOR THE PRESIDENT CiA corlz
: B gl pesMAY 11074

The following report which I believe you will find of
interest was transmitted to us by our representative in Bern
who obtained it from an agent inside Germ;ny. This report
containe an account by Veesenmayer, German minister to Hungary,
of conversations which he had with Admiral Horthy and Premier

, Lakatos:

"I paid a call on Admiral Horthy today and spoke to
him along these lines: (1). It has already been proven
that the alarming military information, on which the Kron-
rat's decisions of the day before were founded, was in part
colored or untrue. (2). From both a military and a tech-
nicel standpoint, the proposed 24-hour period is ridiculous
and cannot be regarded as anything but a deliberate provocation.
(3). The Reich Government has sgain and again declared its great
concern with the position taken by Hungary snd for that reason
has done all it could to aid its ally in all conceivable ways.
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(4). Should the Hungarian guvarnnﬁnt offer to come to terms
with the Allies in order to save the country's blood, the
only result would be to destroy her existence. (5). Every
proof points to the fact that the Allies have no thought to
date of tangling with the USSR over Hungary. In the light
of this, the Soviets would take advantage of such evidence
of debility to overpower the country with a minimum of troops,
while the Anglo-Baxons would do nothing asbout it. (6). Fur-
thermore, such evidence of weakness would dash the final hopes
held by certain circles in the country that Hungary would re-
main & part of the western hemisphere (sic). (7). I further
declared to Horthy that I had positive proof that, should

there be an armistice offer, important sections of the country's

.afmy would refuse to obey and merely go over to the German

army. (8. In addition, it was possible that sections of the
population would not accept the surrender but-launch a revolu-
tion; in such an eventuality, we would be forced to show our
sympathy with the revolutionists. Were this to take place,
history would show-up Hungary as a traitor and weakling. Her
only choice lies between self-destruction and a continuation
of the struggle on the side of the Reich in the hope of a

possible triumph, even though the most supreme sacrifice must

be meade. ' In:i
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"The Admiral stated that the sole thing which would
lead him to seek an armistice would be conclusive proof that
it was due to the failure of the German assistance which had
been prﬂmiaedlthat the BSoviet armies invaded his country
without a fight. He said that he also would rather keep on
with the war but that he could not aséumﬂ the responsibility
of sacrificing his army to no use when they did not have
enough strength or arms. He was aware of the technical ab-
surdity represented by the 24-hour period and he had never
meant it as such. Should the desired German assistance get
there or at least be en route before a major Soviet drive,
he would be satisfied. Whatever hapﬁeneﬁ, he would notify
the Reich government in plenty of time of any decision that
might be taken as he had no wish to be considered a traitor.
Unfortunately, he is certain that Germeny has no chance of
winning this war but he would also rather have his country
occupied b:";, British and U.S. than by the Russians and he w_ill
fight agaiﬁat the latter for as long as this chance exists.
Once more he requested military assistunce as soon as possible
but, from past experience, did not place much faith in its
arrival., He declared that his wife would not leave the capital
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but he asked once more that his daughter-in-law and grandson
be given a transit visa for Switzérlanq, With an air of
resignation, he said that he would not care what happened if
he knew they were out of danger. Ea seemed to be exhausted
and often found it hard to follow through any given line of
thought.

"APter this call’ I went to see Premier Lakatos, who
received me even though the Cabinet was meeting. I described
my conversation with Horthy to him. He was pleased and stated
that he, too, had reconsidered the situation and was satisfied
to cmntinuﬂ; along the lines already laid down. He declared
that he and his Cabinet were agreed theat, no matter what
happened, the war must continue and that he had already issued
orders to this effect. A more sober outlook had taken the
place of his panic Stimmung (sic) of the day before, and he
had derived fresh hope from seeing General von Greifenberg.

He promised that he would at once make a pronouncement to his
ministry in favor of vigorously keeping on with the war but
made an urgent request for assistance as he feels certain
that the Soviet attack will eventually be launched and that
only with the aid of our Panzer units can it be stopped.




"Although friendly with both of these maln, I was also
sharp. For instance, I stated that a Hungarian surrender
would mean that at least 2,000,000 people would be taken out
of the country by force, and that these people would curse
the man responsible for their plight millions of times every
day. I left with the feeling that fer the time being the
country will keep on with the war, will wait for our aid, and
not take any action until the Reds start their big offensive.
With regard to this, a drive toward Szeged is still the most
dangerous threat."

Sincerely,

0

William J. Donovan
Director
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17 October 1944

Miss Grace Tully
The White House

Washington 25, D. C.
Dear Grace:
I believe the President will be ‘interested

in the attached report. Will you kind.y see that
it reaches his desk.

Thank you.
Sineerely,

William J. Donovan .°
Director
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OFFICE OF STRATEGIC SERVICES 0SS
WASHINGTON, D. C.

17 October 1944

DRCLASSIED

MEMORANDUM FOR THE PRESIDENT E O- 11661, Bec. M) aad 5D) or (B
) E,{E-QQE‘FGLL-

B Al peMAL 11074

We have just received from our representative

in SEAC the following message Eeacriﬁing a conversation
which he had with Ceptain Garnons-Williams, RN, head of
"P* Divieion in SEAC. "P" Division is charged with
coordination of all quasi-military activities in that
theater. A paraphrase of the message follows:

- "During the course of a discussion today
with Captain Garnons-Williams, he made the usual
first move with reference to the penetration of
Communist China mentioning it in a very vague
manner. We know from our experience here that
guch a reference signifies that plans are well
developed for SOE to enter Communiet China. I
gather from other information available to me
that they term it a long ramge penetration group
and that they are extremely desirous of having
the unit penetrate into Communist China before
Kweilin and other threatened localities are

occupied by the enemy." J)

“TRERRE Williae . Mt
Director
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OFFICE OF STRATEGIC SERVICES
'  WASHINGTON, D. C.
17 October 1944

Miss Grace
The White House

Washington, D. C.

Dear Grace: '

Enclosed is a report concerning the treat-
ment of the Lithuanian clergy during the Soviet re-
occupation of Lithuania.

I should appreciate it if you would show
this to the President.

Sincerely,
e

William J. Donovan
Director




WASHINGTON, D. C.
17 October 1944

BECLASSIFER
E O. 119568, Bec. H(E) and 50D) or (E)

MEMORANDUM FOR THE PRESIDENT LA ocoia
nm Dete JAY. 11074
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I believe you will be interested to read the fol-
lowing statement concerning the treatment of the Lithuanian
clergy during the Soviet re-occupation of Lithuania. The
statement was obtained from a Romen Catholic priest who
escaped to Sweden on 2 September 1944.

"September 16, 1944.

There are many rumors about the appalling treatment
of Roman Catholic priests who remained in the territory
of Lithuania recently occupied by the Russian Army.

An eyewitness from Zarasai who had managed to escape
from a convoy of deportees made the following statement:

fI was among those Lithuanians who were being driven to
Soviet Russia. Many Romen Catholic priests were with us.
411 of them were treated brutally; for example, for falling
out of the ranks of deportees, a priest was beaten pitilessly. '

The newspaper, ATEITIS, which is now published in Tilsit,
published an article in August on the terrible fate of the

r
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clergy in Lithuania in areas re-occupied by the Red Army.
It stated that the lot of these clergymen was beyond de-
scription. Their experiences might be compared to those
of the early Christian martyrs who were flayed alive,
crucified, et cetera.

The fact that Archbishop hrg. Joseph Skvireckas, the
highest priest in Lithuénia, was executed serves to illus-
trate the present situation to some extent.

The same newspaper also published & report about the
recent murder by the Russians of Mrg. Matulionis, Bishop
of Kaisiadorys, who throughout the German Occupation had

fearlecsly opposed the Germans' wreaking their will on the

defenseless population.

The newspaper, ZEMAITIS, published in Telsiai, referred

to the Romean Catholic priests murdered by the Kussiuns and
stated that a priest from Sakynai had been maltreated’ by
the Russiane and then killed in a forest. A prieat‘fram

Kursenai, according to this newspaper, was tortured to dea th.

L
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Besides, it is said that all the Roman Catholic priests
in the areas re-occupied by the Russians have been killed
and that exceptions were made only for Fussian Orthodox

priests.”

\DW__
#William J. Donovan
Director
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16 October 1944

Miss Grace Tully '
The White House
Washington 25, D. C.
Dear Grace: '

I believe the President will be interested
in the attached report. Will you kindly see that
it reaches his desk.

Thank you.

Sincerely,
William J. Donovan
Director



MEMORANDUM FOR THE PRESIDENT

From a source in the Vatican we have obtained
the following report which I believe you will find
of interest:

"Won Papen is in Madrid urging Franco appeal
to Holy See for action to obtain for Germany best
possible peace conditions. Papen told Franco a
strong Germany would be great help to his regime
which otherwise will be liquidated. This argument

impressed Franco."

Yot

William J. Donovan
Director

EUASSRD
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OFFICE OF STRATEGIC MVM

WASHINGTON, D. C.
17 October 1944

Miss Grace Tully
The White House
Washington, D. C.

Dear Grace:
I believe the President will be interested
in the attached report. Will you kindly see that it

reaches his desk.
Sincerely,
William J. Donovan
Director
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WASHINGTON, D. C,

17 October 1944

MEMORANDUM FOR THE FRESIDENT

I believe you will find of interest the following
report which we have just received from our representa-
tive in Bern:

Goebbel's Weekly Article in Das Reich.

"The Big German National Family: The objectives of
Germany's enemies in this war as regards the German people
do not even merit discussion. There is no use debating
with the enemy concerning such terms as the destruction
of the Gprmag'natian, the ctarving of German women and
children, 0r the deportation of the adult male population
to Siberia for forced labor. There ipg A;t the remotest
possibility of talking terms as long as London, washington
and Moscow entertain such projects. In the faﬁe of such
plans of destruction the Germans are forced to exhaust
every poseibility of resistance, and they are convinced
that they must and will defeat any and all attempts against
the liberty and independence of the Reich. For the Germans,
the war is not a struggle to gain foreign markets or to
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satisfy personal ambition. The life of Germany is at
stake - thus as the enemy put all they have into their
effort so will the Germans put all they have into their
defense. The enemy will £ind out when the time comes just
what that means. The German objective is a nation in

arms and results to the last. Total warfare is no mere
phrase but a serious matter which must be taken in all
earnestness.

"London, Washington and Moscow imagined that they
would have an easy time in crushing Germany. They thought
they would encounter a nation demoralized and worn to a
frazzle by the long duration and intolerable severity of
the struggle. They find instead a nation in arms, imbued
with a total will to resist, cost what it may, of & nation
forced to the wall., GCermany will emerge from that wall
mighty and great. It yjll never become the prey of its
enemies. The whole German people stand as part of the fron-

tier. It cannot be forced to its knees this year, or next
year, or at any time for it is destined to be immortal.
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Felt!gggg, nggg;, October 13.

"The last hopes of the Nazis are centered on what
they believe will be an invincible German Maguis. They
have learned through their own experience that no nation
can be kept down indefinitely by force of arms. They
Inow now that the resistance movements in countries op-
pressed by them would never have reached the heights
they did if the new order planned by the Reich had not been
an intrinsically unnatural and intolerable thing. So now,
they believe that the Allies will be confronted with the
same problem when they try to restore order in Cermany.
If the Allies succeed in winning over to their side the
partisan forces everywhere in Furope and especially in
Germany, then the German Maquis will collapse no matter
how strong physically it has been organized. If, however,
they do not succeed in this, they will meet a new and
European opposition against which zs the §gg!gg_g_£_;p§
says 'moral strength and artillery will avail little or

nothing.'
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"The Russians, British and Americans will have the
same experience as the Germans did. It is to be feared
that all Furope will become completely Balkanized and re-
main a powder keg. But a powder keg need not explode -
it can be handled with care and neutrzlized. That may be
a difficult task but it must be accomplished if the world
is not to be overrun with another war in a few years or
decades which might mean complete world destruction.

"The Allies have as good as won the 2nd World Wer
but they have yet to win the peace. The most brilliant
military history is of no avail unless it lesds to real
peace. That notion, the Germans have just learned, of

which they will avail themselves."

D

William J. Donovan
Director

“n




‘OFFICE OF ITHAT!B!C SERVICES ' m

WASHINGTON, D. C,

17 October 1944
Miss Grace
The White House
Washington 25, D. C.
Dear Grace:

I think the President will be interested
in‘tha attached repert which has just come in
i by priority cable. Will you kindly see that it
reaches his desk.
Thank you.

Sincerely,

ﬂﬁ L,
* © William J. Donovan
2 Director




/ OFFICE OF STRATEGIC

WASHINGTON, D. C.

17 October 1944
- ﬁ;ﬁ

E Bec. ™
MEMORANDUM FOR THE PRESIDENT o)Atk 5o M sad i) o o

B sl DeaMAY 11074
e have just received the following message from

Jd8s

our representative in Bucharest concerning the possible
externination within the next few days of the Huigarien
Jews. In view of the urgency of this message I thought
that you would like to have it brought immediately to
your attention: ;

"Dr. Alexander Safran, Grand Rabbi of Rumania,
this morning received a report which stated that legion-
naires now occupy Budapest and expressed great and
serious fears that all Budapest Jews would be extermin-
ated this week. Therefore Dr. Safran desires to appeal
to President R osevelt to iscue an immediate warning to
the effect that any reople connected with any killings
that occur will be given short shrift.

"Dr. Fildermann, head of the Rumanian Jewish
Community, also declared today that the only hope left
to Hungarian Jews is if the highest Allied Chiefs issue




a threat over the radio to all Nazis in Hungary that
any of them connected with murders will be meted out
the most dire punishment, including their families.

Fildermann urges us to forward this statement to

Washington."
Wi

William J. Donovan
Director




17 October 1944

Miss Grace Tully
White House
Washington, D. C.
Dear Grace:
I believe the President will be interested in seeing
the attached report.

Will you please see that it reaches his desk.

Thank you.
Sincerely yours,
H (U
William J. Donovan
Director
Attachment
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OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C.

18 October 1944

MEMORANDUM FOR THE PRESIDENT

I believe that you will find of interest the following
news release from the Honolulu Star Bulletin of 27 September
1944:

"An ominous warhing that the 'progress of the war in
China is the weakest spot in all ths.: Allied t.heat.ers'l was
sent Thursday to U. S. Ambassador Clarence E. Gauss in
Chungking in the form of a cable from the New China Daily
Press in Honolulu, organ of the Chinese Constitutionalist
party. Ambassador Gauss is asked to forward the following
message to President Chiang Kai-shek, Madam Sun Yat-sen,
Carson Chang, Tso Shunsang, SunFo, Gen. Chuteh, commander
of the Chinese 8th army, and Gen. Joseph W. Stilwell, and
Lt. Gen. Clare L, Chennault, key figures in the Chinese
theater:

'IPragreaB of war in China weakest spot in all Allied
theaters. Political defects much worse than military. To
lay groundwork for Allied victory in Far East we must submit
for your consideration 10 proposals grouped under five headings:

-
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"

fFirst--Hilitary. One--Unite Far East into one fight-
ing front by establishing supreme command joining national
communist and all other Chinese armies and Sino-American
Burma forces. Chinese and Ameriean governments send rep-
resentatives to hold meeting inviting all concerned.

'"Two--Select Far East supreme commander to organize
this joint army. We propose Stilwell.

'Three--Immediately send army to save Kwangsi.

'Second--Political. Four--President Chiang summon
leaders all parties with headgquarters inside or outside
China for meeting to organize supreme administrative body
to replace Kuomintang political council. New administrative
couneil }0 reorganize entire political structure and call
people's assembly to draft and adopt constitution. Council
should represent eguitably Kuomintang, Communists, Constitu-
tionalists, National Socialists, Youth party, Third party,
Chee Kung Tong Patriotic party and other elements. ;

'Five--National government should immediately insure
rights of free speech, press, assembly, habeas corpus, also
release all political prisoners and disband politieal police.

gEE
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'Third--Economic. 8ix--As passive measures we propose
national Government freeze property of all aamti-social profit-

eers and ask Allies to freeze assets of similar source deposited

abroad. Cezse printing paper money. Stabilize prices through-
out China.

'Seven--As active measures national government issue new
war lords of guaranteed security thus forcing hoarded wealth
into eirculation. Issue paper money on gold standard secured
by funds borrowed abroad and fix exchange rate to force recall .
of inflated currency. Encourage cooperation societies to take
over wartime production. |

'Eight--Organize centralized international relief
association canrdinat.iné relief work all provinces.

'Fourth--Educational. MNine--Abolish party controlled
education and forced study of partisan interpretation of
three principles. Cancel thought control regulations over
students abroad.

'Fifth--Overseas Chinese. Ten--Reorganize overseas
Chinae;e committee Chungking to help Chinese abroad remit
money, send letters to all China: We regard ten points as
first step to victory. They should be carried out immediately.

r———

|
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Details should be decided by proposed administrative council.
DAIMING LEE, Representative of the Headquarters.
KATFHAT LI, Pres:_ﬁ.dent of Hawaii Chapter.
CHUN QUON YEE HOP, Vice Président-. "

Our representative in Honolulu states that according
to 2 competent observer in Honolulu the three signers of
the foregoing cable, are respectively editor, contributor,
and financial backer of the "New China Daily Press", a local
Chinese language paper which has previously manifested anti-
British and anti-Chieng Kai Shek sentiments.

\9 (A% T o
William J. Donovan
Director



OFFICE OF STRATEGIC SERVICES

WASHINGTON, D. C.

Miss Grace Tully
The White House
Washington 25, D. C.

Dear Grace:

I believe the President will be interested

in the attached report.
reaches his desk?
Thank you.

Will you kindly see that it

Sincerely,

>

William J. Donovan
Director
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MEMORANDUM FOR THE PRESIDENT o555

I believe that you will be interested in the following
report of a conversation which our répresentati?e in Bucharest
has had with Prince Stirbey, Buzesti and two Russian ﬂffiaers
of the Second Ukranian Army: |

"On October 8 Prince Stirbey said that the stalemate
in the Roumanian Government is now of a disturbing nature.
Stirbey puts all the responsibility on the leaders of the
Commnist faction, for they insist on reforms of a radical
nature. Chaos may soon Tesult,if the situetion continues,
and this mey be exactly what the Communists are waiting for.
Stirbey doubts if the Russian Government is directing the
Communists in the country, though the belief is general that
it is so directing the group. He firmly believes that the
difficulty could be solved if the Russians would state that
they are not behind the Roumanian Communist group. Stirbey
added thet the policy of this intransigent group is to in-

clude other parties in the government -- parties that are

o0
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actually created out of whole cloth -- thus adding to

Communist strength in the Government. There has been no
recent attempt to a.proach Stirbey with regard to the forma-

tion of any new gﬂvafnment and he now doubts if he will ever

be approached again.
"On the same date Buzesti made statements similar to

those of Prince Stirbey:
(a) He stated that 200 Social Democrats, by previous

agreement, are supporting the Communist cause, though they
do not necessarily agree with the broad demands that have

been made. If the Communist program were acceptable, Buzesti
added, the whole nation would be communized within the space

of a few months.
(b) Buzesti states that the Communists claim to have

the full support of the Russians. Other members of the

Covernment doubt this, but they dislike provoking an open

rift, for they are anxious to keep the Communists in the

As a matter of fact, the other parties have been

Government.
most generous with the Communists, but all offers that have

been made have been turned down.

s g e




(e) Patrascanu has been privately holding up laws
already passed for the arrest of the war criminals, despite
the fact that the press of Patrascanu's party is constantly
attacking the Government for its inacfivity.

(d) Buzesti and others have a plan whereby they will
place competent administrators one by cne in place of unde-
sirable ministers, doing this to break the deadlock that now
exists. They hesitate to oust the ministers as a whole for
fear that the Communists will say that the Government is being
changed and that their own program will not be carried out.

(e) Another serious problem concerns the activities of
Uniunea Patriotiea, which is an instrument of the Communist
party and whose members carry arms and are used to set up
labor syndicates for the Communists. Many Iron Guard members
have joined the Uniunea Patriotica, according to Stirbey.

"0n October 7, the following statements were made by
Kalinin and Vorbiev of the Second Ukranian Army.

(2) The fact that the Roumanian General Staff takes
up so much time with party incidents annoys the Russians
intensely.

(b) The Russians are likewise annoyed by the constant

ﬁﬁsﬂf’a




repetition by the Roumanians of how they, the Roumanians,

drove the Germans from their country single-handedly. Col.
Kalinin.admita that the Roumanians did many heroic things,
but he has told them they would still be fighting the German
battle if it had not been for the weight of American bombs
and the pressure of Russian might."

Mrr~
William J. Donovan
Director




OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C.

18 October 1944

Miss Grace Tully
The White House
Washington 25, D. C.
Dear Grace:
I believe the President will be interested in

the attached report. Will you kindly see that it reaches

his desk?

Thank you.
Sincerely,

,/Eataﬂﬂdi
William J. Donovan
t Director.
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OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C.
18 October 1944

DDA
E 0. 11463, Sec. 3{E) and §D) or (E)

MEMORANDUM FOR THE PRESIDENT E@““ma¢

From a source in the Vatican our representative
at Caserta has obtained the following repprt which I
believe you w;LlJ. find of interest:

"Clement Atlee (British Deputy Prime Minister)
in an audience with the Pope asked The Holy See to
induce Spain to come over to the side of democratic
nations. Purpose is to avoid civil strife. Atlee

| 8aid Russia was eager to see a democratic Spain. The
Pope replied that the Soviet form of democracy was not
entirely clear. Atlee asserted that Russia wes acting
in good faith. The Pope then promised to take up the
situation.

"Holy See is reported interested in the influence
that Portugal and Spain may exercise over Argentina
and Brazil and planning mediation to overcome strained
relations between Buenos Aires and Washington."

T

William J. Donovan
Director

L
"‘\..
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OFFICE OF STRATEGIC SERVICES :
WASHINGTON, D. C.

18 October 1944

Miss Grace
The White House

Washington, D. C.

Dear Grace:
I believe that the enclosed cable will be of
: interest to the President. Since the matter with
which it deals is urgent, will you kindly see that
it and the covering memorandum reach him as socon as
posegible.
Sincerely yours,
fleee

William J. Donovan
Director
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MEMORANDUM FOR THE PRESIDENT

I have just received the enclosed message
regarding the political situation in Rumania. Because
of the urgency of the matters with which it deals, I
am forwarding it to you in its original form.

Hiliim:'Jm
Director

Enclosure

DRECELASGRITED
DECLASSIFIED
E. 0. 11652, Bec. 3(E) and KD) or (B) ° »

el o0 T
el AT 11974
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OFFICIAL DISPATCH

October 17, 1944 hex.
DATE ’ s
FROM x ROUTINE
CASERTA, ITALY : PRIORITY
TO DEFERRED
OFFICE OF STRATEGIC EER\!'ICEE
ION
FOR ACTION) DISTRIBUT FOR |Nrnnmfi§r'5—aam__‘
W B GITIRENENT FiTieS SPFIEH 3 RECENED IN CGDE DR CIPHER ":h_"_,':'_' J
#8544,

1. As result Russian Suppression of newspaper Universal and
National Peasant Party rally reported our #279 Bari and # Z‘cuerta most
serious political erisis has existed hare for past 2 days because of
ladgu ageusgd (sic) Russian order sumnaing rally and local Russian -
statement that this order came from covy most members of government
and other reliable neutral observers believe this orde~ calculated to
forem Mantnand Braianu resignation from government and destroy position
National Peasant and llational Liberal parties leaving field open to
Comrunists. The Russian order characterized l?'ridg'a demonstration at
palace as "Pro-fascist and hostile to the United tions" and requested

- government refuse permission for the "unfriendly
meeting" scheduled for last Sunday.

2. Ie Rougetel, British politiecal representative, and Major Rorter
of Force 113, are reporting the situation as crucial and former has
stated "fate of Rumania will bd decided next two days". They both
profess belief situation indicates Russians have definitely decided

to intervens Rumania's internal politics and Le Rougetel states opinion
there developments should be brought immediately to attention hi st
Anilo-inuricm authorities in Moscow as being of greatest significance
political organization of entire Balkans and other Euro an nations,
Alr Commodore lee, of British Armistice Control Commiss on, authorizes
reporting him ficlally as saying, "Early arrival American repres=

IT IS FORBIDDEN TO COFY OR REFRODUCE THIS CABLE S PGEE
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OFFICE OF STRATEGIC SERVICES e 5

OFFICIAL DISPATCH

FROM CASFRTA TO DIRECTOR, OFFICE OF STRATEGIC SERVICES rer. no, £544
RECEIVED "

_sentatives Arn:l.sgu @ Control Commission absolutely esseritial and that
ifr. Rorry should 'cor#,first arailable plane even if he brings with
him only a corporal's guard." Air Vice larshall Stevens of British
Control Commission confirms General Vinogrodov didn't consult him in
connectlon with issuance of two orders of supprersion,

3. MNost observers agree that mepbers Russian Commission most
responsible for these policies .......* left yesterday on plane for
loscow but whether recalled or rdturning for further instructions

4, Yasterdng Prime H!.E‘.'_l;ter tendered his resignation to I'ing vho
refused it, probably according &o prearranged plan. All leaders
National Liberal parties worked thy t last night in effort to
contrive workable government. -Reliably reported that Prince Stirbey
no longer conslidered ag ecandidate for ime Minister and that !kt
Xinicolea (sic) Radescu, most likely for position. Radescu recently
arpointed Chief of COeneral Staff, has unblemished record for hav
voluntarily submitted himself to concentration rather than vork =i

Germans,

: 5. You are urged to control foregoing information —ith gréatest
care, not only because of explosive nature of such information as swvch,
but also bocause continued existence our unit still depends entire
on continued good will of Russians., It is also essential to protec
our British sources,

* A .portion of the text iz garbled. A verification and repeat has
been requested.

TOR: 10/17/44 Bi4l PM

IT 18 FORBIDDEN TO COPY OR REFRODUCE THIS CABLE
WITHOUT AUTHORIZATION FROM THE BECRETARIAT
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18 October 1944

Miss Grace Tully
The White House
Washington, D. C.
Dear Grace: s

I believe the President will be interested
in the attached report. Will you kindly see that it
reaches his desk.

Thank you.

Sincerely,

VY.

William J. Donovan
Director
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By W pate MAY_1.1074
MEMORANDUM FOR THE PRESIDENT
I believe you will be interested in the following
report, which we have received from our representative
in Stockholm:
"A reiiabla Norwegian trade union source reports
on basis of informstion supplied by cooperative German
officer in Norway that Oberstleutnant Stelzer, Chief
of the German Trensport Command in Norway, was orda;ad
to report for duty in Germany and upon arrival at his
destination was errested. So far as is known he is
still alive. Same source advises Stelzer worked closely
with the Protestant church (Bekenntniskirche) opposition
and the 'Zentrale Aktionsausschus' referred to in my
cable October 2. Since fate of Stelzer yet unknown this
information wae given me on condition that it not be
made public.
"Same source reveals that after July 20 several

German officers in Norway were arrested. Also that op-

DERAGRETED
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position officer group in Oslo led by Stelzer still
exists though disorganized by Stelzer arrest."

@ N+l
William J. Donovan
Director




18 October 1944

Miss Grace
The White House
Washington, D. C.
Dear Grace:
I should be much obliged if you would see that

the President has an opportunity to read the enclosed

memorandum.
Thank you.
Sincerely, @
4 A
Ifillii.n J. Donovan
Direetor
Enclosure
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OFFICE OF STRATEGIC SERVICES :
WASHINGTON, D. C. 1"i'i.llllilii

- 17 November 1944

Miss Grace Tully
White House
Washington, D. C.
Dear Grace:
I think the attached study, entitled "Russian

Economic Policies in Germany in the Period of

-Military Occupation," will be of interest to the

President.
Will you please see that it reaches his desk.
Thank you.
Sincé}aly yours,
Liiﬂii
William J. Donovan
Director
Attachment
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ﬂ*'ﬂhm"aﬂﬂh‘f Uy ASHINGTON, D. C. 4 18 October 1944
MEMORANDUM FOR THE PRESIDENT 3" pss AX 163

I think you would be interested in the following summary
of a report which wes prepared by a member of the research staff
of 0SS, after interviewing a mumber of individuals in New York
and Washington. These individuals were all Russians of official
or semi-official position, some of whom are still in this country,
while others have returned to Russia.

The Russians feel that the treatment of Germany after the
war will depend upon the conduct of the Germsns themselves,
and that the German people should be held responsible for the
war and the Nazi atrocities, unless they indicate their dis-
approval of the government by rising against it. The Russians
would welcome such a revolt, but feel there is not likely to
be one. The uﬁri;hxg would have to be a popular movement and
not a coup d'etat by a small group of officers and industrialists.

The "Free Germany Committee" was organized by the Soviet
government as a propaganda agency to disrupt the German army.

It will not figure in Russian post-war plans or influence
Russian policy towards Germany. On the other hand, organiza-
tions of German prisoners of war such as the "German Officers
Union" are designed to indoctrinate a large body of prisoners
with pro-Russian ideas, so that they will support a pro-Russian

policy upon their return to Germany after the war. W
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Russia is opposed to the decentralization nr.diamembermant.
of Germany, but would favor the transfer of some German territory
to Poland. If the Ruhr were placed under international control,
Russia could be expected to demand a share equal to that of the
other great powers and also to support French claims to partici-
pation.

The Russians believe that it would not be desirable or
feasible to transform Germany from an industrial to an agricult-
ural state. They do feel (1) that German machinery should be
expropriated for the benefit of devastated countries; (2) that
Germany should make reparation in kind (i.e. in manufactured
products), which would deprive her industry of the influential
position it held before the war; (3) that Germany's war industries
should be destroyed; (4) that there should be a strict inter-
national eontrol over German industrial production and over
the distribution of her raw materials; (5) that eventually
certain industrial branches in perticular areas should be
internationalized; (6) that Gemany‘ls industrial manpower
should be reduced by the formation of labor battalions to
reconstruct erces destroyed in Ruseia and other countries; and

(7) that key industries in Germany should be internationalized

SEGRET-




and placed beyond the reach of cartels which might be interested
in restoring German industrial capacity.

There is a small group which believes that German industries
should be totally destroyed, because it fears that industrial
G&rma.g}_r might be built up in opposition to Russia by elements
hostile to Russia. This group is said to have little influence,
end the more general feeling ie that German industry should
not be destroyed, principally because Russia would like to
exploit German industry for her own reconstruction.

With respect to the form of government which Germany
should have after the war, Russian policy is flexible, and it
is thought that German leaders should be chosen as future events
may indicate. If there should be a revolution, leaders might
arise from the people, but the Russians feel that no existing
political group is capable of essuming leadership, ‘even the
German Comm uniste or the "Free Germany Committee". German
refugees, or German prisoners who have bﬂﬂﬂmer anti-Nazi while
held in foreign countries, will not be able to command author-
ity or confidence from the German people after the war. The
Ruceians feel that war criminals should be punished after a
series of trials in occupied countries, and that the military
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caste, the Junkers, and the pro-Nazi industrialists should be
crushed. An extensive underground movement by the Nazis is
expected to follow their military defeat.

The Russians are apprehensive about appeasement in the
United States, England, and Europe after the war. They are .
afraid that such elements will make use of anti-Communist
feeling and that powerful groups with financial interests in
Germany will interfere with the economic and military provisions
of the peace settlement. The Ruscians are carefully scrutiniz-
ing the act.iﬁt.ies of German industrial concerns now operating
in Switzerland, and they are anxious to prevent such elements
from organizing with international cartels to build up German
industry after the war.

WP

William J. Donovan
Director
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RUSSIAN ECONOMIC POLICIES IN GERMANY
‘. IN THE PERIOD OF MILITARY OCCUPATION

Part I: GENERAL STATEMENT

This study analyzes the general polleies which

the Russians may pursue with respect to: (1)

the institutional organization and ement

of the German economy; (411i) the appropriation

of German resources and current production for

the settlement of reparations claims; and (111)

the economic relations of the Russian zone to

the other zones of occupation. ;

Part II (to be issued separately) will contain

& detalled list of the commoditles Russia might
be interested in taking from Germany on repara-
tions account, with comments on their availability
in Germany,
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RUss ECONOMIC POLIC IN

IN THE PERIOD OF MILITARY OCQUPATION 9
Sumnary and Conclusions .

- &« Russia's basic political aims in Germany (see
Introduction, pp. 3ff.) as well as her more irmediate
objegtive of collecting substantial reparations, will
dictate that she prevent economic collapse in the zone
that she occuples.

2+ The Russians will cleanse from the German economy

the Nazls and their conspiguous collaboratora among the
industrialists and landowners; the USSR will not be deterred
by the temporary adverse effect of this Process upon
. German productive efficiency, Aecording to a deslaration

of the Russlan government, not only leaders and associates
of the Hitlerite government (including Nazi party leaders)
but Germans who employed Russian labor in their industrial
establishments, farms and homes are war criminals, subject
to punishment., '

3« The Russians probably will not inatigate or allow
during the occupation a general soeclslist reconstruction
of Germany. The Russian occupation authorities, as a
matter of course, will take over the rallroads public
utilities and other strategic installations, farga-annlu
enterprises and agrarian estates of leading Nazis and other
war criminals and conspilcuous collaborators probably will
be confiscated through the agency of newly established local
German political authorities, and, together with other pro-
perties abandoned in the Russiun zone by their fleeing
owners, will probably be plaped under the administration
of the local authorities, who will act under military
supervision, The carrying out of a permanent agrarian,
industrial and financial reform rrobably will be left to
the future central government, .

4. The Russians have made clear that they expect sub-
stantial reparations payments from Germany. The total war
damage suffered by the Russians at the hands of the Axls
8ggressors probably exceeds 20 billion dollars., &ince the
Russlans will collect reparations payments in kind, and
possibly in part in the form of labor services, no "transfer
problem," such as obstrueted the collection of reparations
after the last war, will arise to limit the Russian demands
after this one. -

. S




6, The Russians are expected to emphasize the
colleetion of reparations mainly out of current output
rather than out of standing maghinery and equipment,

6. B8ince the Ruassians will desire to obtain from
the western Zones large quantities of maghinery and
equipment direotly for their own use, as well as fuel,
industriel raw materials and semi-finished goods for
the use of the fabricating industries of the Eastern
Zone, they will certainly be interested in arranging an
interzone exchange of goods, involving some shipment of
surplus foodastuffs from the East to the West.

7. BSince the Western Zone probably will be the main
source of commoditlies in which ragnz‘nﬂma can be
expected to be pald, the ®foreign" exports of this region
wlll exceed 1ts imports to a greater extent than will be
the case in the Russlsn zone of occupation, This implies
that, unless some speclal interreglonal adjustments are
made, the reparations burden will welgh more heavily on
the Weatern than on the Eastern Germans,
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A. Introductions General Qutline of Probable Russian

Polioy during the Period of Military Oecupation

. Russla's economic policies in Germany, in the period
of mili ogcupation, will be closely ecordinated with,

and aubor te ' her politiocal policles; at the same
time, all those poiiaraa toward Germany will constitute

forelgn. The character of the Soviet regime makes for an
exceptionally effeetive integration of policy, and any

attempt to dlstinguish the eccnomic from the polltical |
and to deal separately with the one or the other is a .
best somewhat unrealistic and can at worst lead Eo very '
serious misconceptions,

During the period of military occupation, the follows
ing conditions are expected to be among the major factors
governing the formation of Russian policy toward Germany:

l.. In Burope after the defeat of Germany, there will
be a balance of military power favorable to Rusala,-as
compared wlth Ameriea and Britain, but with strong Anglo-
American forees on the Continent, and in aetual atlon
of two-thirds of Germany; in Asia nftu?'tmaag 3
Japan, the Dalance o itary power will be favorable
(at least during the ooccupation of Japan) to mmerica-
Britain-ﬂhinn. d

2. The orlentation of Germany, ss between East and
West, wlll be influenced by the polloles of the occecupying
powera, Democratlic institutions and free elections ‘will
minimize the influence of the one element that can be
depended upon under all ciroumstances to be pro~Soviet -
the German Commnmists, .

9. Boviet distrust of the general long-term intentions
of ocapitalist states, primarily America eand Britain — a
distrust diminished since 1641 = will still have an
influence on Soviet policy,

" 4. Politlcal stabllity may be expected in Russia; the
government would not allenate the general support of the
people by pressing for an expansion of Russian territory i
or influence; 1t would have such support even in case of
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& confliet with present partners; yet there is undoubtedly
‘f‘ﬁmﬁg popular desire for peace and a better standard
0 ving, ; '

8. There will be an urgent phyaical need, on Russials
part, for a reduction of military burdens, for eapital
recons truotion, end for an improvement in the standard of
living; but there will be domestis resources adequate for
the completion of reconstruction (without foreign aid) in
about three years, as well ss for subsequent economic -
development, y

’

It 1s believed -that in the presenca of this combination
of conditions, the main lines of Russian poliey in Germany
during the period of ocoupation will be as followsg

“1. The ﬁvoi%oa of gonfliet with Britain and the
United 3tates, 8 MeEns ussla w i com= .
promise with America and Britain on issues that conatitute
& threat to peageful relations among the Three Powers; the
most exploslve of these lssues 1a the problem of the
future Eastward or Westward orlentation of the new Germany.
(See Par. 3 below.) However the Russians may well be very
unylelding where they consider that they can be so, without
indueing the development of a definitely anti-Rusaslan )
poliey in Britain and Amerieca,

2. The Deatruction of the Military Power of %mnng-
The polloy ol destroying the armed forces &nd 8Spec ze
facllitles for armsments menufacture will probably. cause
no serlous frietion emong the Three Powers; and Russianas
may be expeoted to push this pollecy regardless of its
effect upon the attitude of the Germans, Probably they -
will oppose further measures of de-industrialization; and
for fear of turning Germany westward, they are almost
certain not to go:beyond Amerlca and Britain in enforecing
such a peliecy... They will oppose & Emral partition of
Germany durlng the ccoypation perled! partition would risk
the absorption of two- of Germany into the British
sphere, .and the Russians probably think that after the
oocupation terminates, they will be in e better position
than Britain (or Amwinn) to exercise influence a
united Germany. The Russians apparently propose the

1/ See Russian Reconstruction and Postwar Trade Develop-
ments, K & A No. 2060, U September 1044,

gy
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ennexation of large east-Germen territories to Poland;
but this cession, if arranged, probably would not be
unrevocable, - -5

~ . B 8=n ication" of Germany, The Russians
oan do a ob of p azls with the full
cooperation of the anti-Nazis in Germany, and without risk
of fripgtion with smerica and Britain, Frobably they ean
and will go considerably beyond this in removing the msna-
gers and owners of many large industrial and agriocultural
enterprises; in this way they may apcomplish a good deal ;
of the preliminary work of a soclal-economic revolution and
thus prepare for a soclalization of large-ssale industry in
the post-occupation period, These steps can probably be
taken without collision with the Western Allies, sinee the
Russlans will probably not instigate or allow during the
opoupation period a formal and general scclalization end a
cne-party dictatorship,

4.  The Development of a Politlecally Neutral or Pro-
Ruasian Government in Germany, - Demllltarizetlion ang
de-nazlilpation are conslstent with cooperation with the -
Western Allles, and a somewhat more inclusive purgs can
probably be carried through by the Russians without a
clash with the Allies. 3such measures may serve to clear
the way for elther a demooratic regime with certain
soclalist characteristlies and with eertain poselbllities
of remaining unstably neutral between East and West — or
for a Communist-led government fully aligned with Russia,
It is not belleved that the Russians will press for the
second reault during the octcupation perlod; for one thing,
they realize that such an attempt would eertalnly shatter
the Three-Power coalition.

In the post-oocupation period, several of the condi-
tlons povern slen policy may be expected to be more
favorable than before to unilateral competltive Russien
action; on the other hand a democcratic regime of comprow-
mise may by that time have aghleved some stabllity in
Germany, and Russian suspicions of American and British
‘Intentione may have been considerably moderated, What
Russia will do then, it is diffiocult to predict. Yet one
thing seems probable: she will wish to avoid a showdown
with ﬂmarian and Britain, at least during the cocupation
period,
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Assuming that during the cceoum filon, the main lines
of Russian policy will be those that have been sketghed
above, the present study enalyzes in some detall the
polteies that the Russians may be expected to pursus with
respect to the following matters: 3

. 1, The instltutional orgenization and mapagsment of
the German econcmy; ‘ y 4

2. The appropristion of German resources and current
production for the asttlement of reparstions claims;

5. The economic reletlions of the Russian to the other
zones of occupation.

1/ It 1a sssumed that, under an ar?angamanb whareby the
Allies oocupy separste zcngs of Germany, the Russians
willl ctecupy the Eastern Zone.

2/ Quite independently of the generel sharacter of ths
cceupatlion program, it can be expected that en immediate
Rusaien objective will be to repatrlate the Russian
cltigens, who are now helu in Cermany a3 priscners of war
end a eivilian workers in sempulsery laber dstachments.
Currently, it 1s estimated that there are three million
such parsons, about evenly dividad betwsen the two
groups. Estlmetes of Fopulation and Manpowsr Sectien,
USSR Divisicn, OSS. .

8
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B. Economic Institutlons and thelir Administration

1. Denazification and’ c1!hn'gi_ng’" of ﬁamﬁlﬁmmg‘ '
‘Rusaia's in ona respect to o executive an

manegerisl personnel of ths German economisc organiza—
ticns are, perhaps, most Jdefinitely indicated by & decla-
raticn ‘of the government that not only lsaders of ths

Hitlerite government and its assoclates), including. ¥azl

rarty leaders, but, Germans who employ Russiad labor in
their industrial establishments snd homes ere war crimi-

" 'nals, subject to punishmant, According to the Acadeni-

clan, A, Trainin, the argumen® that the German government
furnishea the Russian labor to the Germsn employers
providas only a "flctltious semblance of legallity" for the
employment of the compulscry labor, and does not abaolvn
of responsibility thoss privete Gorman citizens who om—
ploy Russians in their factories or homes. 2/

i Whet puﬁiahmént will ba meted out to the Gerrans
who have employed Russian labor during the war pericd

is not clear. The probabllity thet, to soms sxtent,. AT

responaible propristors will be deprived of their proper—
ty, or that responsible axecutives end mansgars will be
deprived of their posts, cortainly should be envisaged. 3/

Russia's Intentions to Punish Wer Criminals, 27 Juns
944, O HaE y

§£ Ibid, Germean industriel and financisl ™megnates”
ve been singled cut &s & group by Trainin {though not

by the Soviet government) for punishment on the add’tional,

ground thst they "SHEQﬂrt ond maintain thelr ayatem of
governmant benditry.

3/ Interestingly, the Fres Uormeny Committoe urged in ite
manifesato of July 1943 the confiscaticn of the fortunas
of those reaponalbls for the wer and of war profiteors
(Freles Deutschland, 19 July 1943). E, Varga, an econo-
mist and Academiclan, eivilarly demsnd: the confiscetion
of the property of persona reaspomns ible for the instiga-—-
tlon of the war and persons whe acquired wealth from the

‘plundaring of cooupled territories (Russlen War E§§E§EE
¥ [

and Possible Revaraticns Clsaims, Part 11, 26 Ma
ﬁ A No, 1895, Appendix A.) ; . :




- - ) !

Kl

But irrespective of .the precise nature.of the
punishment that the Russians will mete out to the dif-
ferent sorts of persons found gullty of crimes againat
the Russien army and .people, cne objective of their
oscupation peclicy cortalinly will be the denazification of
the CGarman sconomy, &nd the cleansing from it of sonapl-
sucsus Nazl supperterg and leading collaboretors among
the industriellists and landowners, a goal to be achieved

. by the removal of Hazi and other pclitically undesirable
arscna from the cwnershlp and management of German
adusteiel and vonwerclal saterprisss and quprloultural

satates, The Russlans will nut be detsrred from carrying
out this purge hg;:{i}thnt that there may be tdwerse effects
on produttive ef enoys. - : : :

" - Perhaps because of the pressurs of more urgent

‘military tasks, the Russlana have not =3 yet undsrtakon -

to cleanss theymaragemsnt of the Rumanian economy; how-
avsr, under the armistice terme to Rumania (Article 14)
the Rumanien government and High Coummend agree to colla-—
borate with the Scviet ‘High Command in "the tesk of deo-—
tenticn of perscna ascuaed of war crimea and in the trial
of sush persons.™ In Poland, the PONL has decreed . that

all property belonging to Polish treltors and to Germans

be ecnfiscated. 1/

N

S

2. So:iaslizestion? No geuht many leasding Nagls and
other perscns will emigrate from Esatern Gemany in ad-
- vance of the Russian ¢ccupatidn and wi"l leave behind
them asizesble industrial and agricultural properties., In
-5 view of the further probablility thaet the preooerties of
i ! war criminals remaining in the Russilan cecupied zony, will
7 be econfiscated, the very lomportant guestion arises as to
: whather the Russiens may not explcit the opportunity that
the military cccupatlon gives them to instigat~ or sup~—
pert measures leading tc the wholesale aocialiczation of
the eccnomy of the Russlan ocecupled "zone. :

Ths Russians are not committad by eny lrpevosabls
aéttion-or, so far s 19 lmown, by aa¥y govermnment

1/ Mosocw radio broadcast in Polish to Poland, 4 August
944. ;
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prenouncement, to any particular courss of sction in this
reapeset; However, the indications are that thelr occou-—
pation pollcies with respect tc German economic institu-
tions wlll probably be as follows: ; .

8. FRussia's baslc political ailms in Germeny (see
Seotion A, above) as well a: her more immediate objective
of cclleoting aigesble reparaticns (see Section C, below),
will didtate that she prevent economic cocllapse in the
gone that she.occuples. et -

b, The Russlan authorities, like thé euthoritlies
in other zones of ocecupaticn, will eztablish control over
all important sectors of the economy. A3 a metter of
course, the Hussiens will tsks over ths rallroads, publie
- utilitles, and other stretegic installations.

. 2. At the same tims, the properties of leading
Hagle and other prominent war criminals —- practiecally
all large—ssale Iindustrisl =nterprises and lerge sgra-—
rian estates fall intc this category —- will very likely .
be confiscated, : .

d. Presumably, the confiscatlions will be carried
cut through newly esteblishsd Cermsn politicel authori-
tiea. Since the emsrgence of some kind of a cantral
tovarnment will depend on interallied negotlations, the
governmental authoritles with which the Rusailons will dssl
for a time will probably be local.

¢. The confiscated properties, as well ms those
abamdoned by fleeing cwners, very likely will be put
undsr the aduinistration of the lceal officisls, under
Rusclen wilitery supervisien. Although bomplete control
gver thy economy will be malntained, ,no further steps
toward tne soclelizetion of privete property end privata
entarprise are probdble during the Ruselan occcupation,
Small=-scale Indust~y, trade, and sgrigul ture will probably
be left In privete hands, :

f. Since the indigenows -preasurs towards the

breaking up of largs estates 1s undersicod not to be
great, and aince the Russians will not be interesstec
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pushing such messurea on thelr own hehalf, the carrylng
out of a permanent sgrariesn reform will be left to the

‘Tuture central authority. Temporarily some transiticnal

typs of Cerman administration will be satablished to r

replace the present ownera.

g« It is the declared Russian intention to trens-—
fer a large sactor of Eastern Uermany to Polesnd, and
the Russians will presumably desire to leave the final
disposition of confiseatedpropertics in the areas in quea-—
tion to the Polish mutherity which 1s esteblished there,
It 1a very probable that the Russians will not permit the
emergence of any'local German political suthorities in
areas that they deslre tc tranafer to Foland,

. 9n the verlous guestions touched on above, the
following facts constitute i{lluminating, though very in-
concluaive, evidence:

£, The Free Germany Committas's declaratiocn of
July 1943 cells for freedom of economy, trade, and handi-
craft, and the guarenteed right toc lebor and lawfully to
scqulire property. It demands, at the same time, confia-
dation of the property of thoss who are §u11ty of inati-
gating the war, ‘and of war profiteers. 1/ But there seema
no support in the propagende of the Fres Garmhny Commnlttee
for the idea that confiscation of these individuals'
weaalth woulll be .the meak for a comprehsnsive socialization
of the German sconomy. The Committee heas atitaciked the
great CGerman trusts, but these attecks have generally
been couched 1n & context appealing for middle class sup-
port, rether then in a more orthodox Communist aqr working-—
class vein. 2/ - '

b, In Rumenia, there are indications that the
Russlans are giving some support to the local Communists,
but the Russian po iu{, et the moment, seems in the main
‘to he one of no direet interference, so far as the struc—
ture of the ecountry's economic and sctial instituticns
are concerned. Before the Russians

1/ Freies Deutschland, op. oit.

Pederal Communications Commission Special Report #98,
% as Political Warfare, Washington, 1943,
Da ;
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rontarad on  what they re&ogniza as Rumsanlian soil, Mr,

Molotor issued a formal statement promising’ thnt the USSR
"does not pursue the alm of acquiring Rumanisn tnrriunry
or of altering the existing soclsl strusture of Rumania,"
A proviasion for the joint sction of Rumsniesn and Soviet
suthorities to punish war criminels is included in the
ermistica terms (see above, Sectlion Bl).

c¢. In Poland, the ‘USSR haa recognized the Polisn
Comnittee of National Liberation as the governing nuthori-y.
This scmmlittiee, in response to long-stending popular
pressures, has apparently made sgrarian reform ocne of ite
majnr goala. A stateament by the Vice-President of the

FOPL last August declared that farms would be restorsd to.
all ownors who did not work with the Germans. 2/ An
earlier atetement of the entire committoe, however, out—
1linnd = comprehsnsive program of diviasion of land among
the peasants, the land to be obtained by confiacations of
eéstutes belonging to Germans-snd traitors and by requisi-
tlen of other estates. belonging to Iusal Polea. Compensa-—
tion to the lattsr is pronlesd wagnely 57 referanse
“security" to be recelived by suen owmers, tha security to
be proportional to the degrss toc which lurdnwnara partl—
cipated In tThe struggle sgalnst the Germena. The plen
apparently envisagea the establishment of small peassnt
preprietorships, rather than of oolleciive furms. 2 No
comparable pronouncésment is avallsble relstive to This
reglme’s ettitude toward owaers of factoriecs and other
nan—agriﬂulturnl resources,

Bowever in attempting to weigh the value of
today':s stetemsnts and actlons ae evidencé of long~term
Soviet intentions, 1t must be remembered that any clear
evidence of Soviet spenaorship of wholesale soelalization
bayond the Boviet frontier would produse s sharp division
of populer forcea within the states Ammedistely effected,

1/ New York Timss, 3 April 1944.
g/ Soviet Embassy. Informatior Bullatia, 29 Auguat 1944,
-4 Pravda, 25 July 1944.




DECWD '

- 10 -

.
#

and (much more important) a strongly unfavorable ‘reaction
by the Britlsh and American Governments.

If during the pericd of military cecoupstion

soclalistic elements and teadencles emeérge as an important

ferce in Germany, the occupation policiles that have been
deseribed on pp. 9 £f. above could constitute the basia
for far—reaching changes In German instltutions after the
termmination of the milltery occupation. It is not expec— -
ted, however, that the Russiens will be deterrsd from
carrying out thils eccupntion progream by allied misgivinga
B3 to its probeble institutional effeets. -




s

Cs Eggurntinni
*1l. General Pollcy

The exaction of reparations from the Axis esggressors
for the damages they Inflicted on her 1s one of the important
alme which Russia expects to realize in the postwar Buropean
settlement. The materisl responsibility of Germany and her
satellites for the losses Ruasia has suffered was proclalmed
as early aas 2 November 1942 in a decree of the Mussian
government, and more recently this principle hess been
reiterated in numerous gﬂklin pronouncementas of prominent
Russian gpokesmen., 1, "Extraordinary State Commisslon
for Ascertaining Investigating the Crimes of the German
Fascist Invaders and Their jccomplicesa,” since its establish-
ment by the decrsee just referred to, has proceeded to carry
oub systematically one of tle wajor funcilons esasigned it,
the assessment of Russlan war damage., A reparetions bill
for 3C0 million dollars is included in the Russien armistice
terms both to Finland snd to Rumania. -

Ruasia'a reparations policlez have been dlacussed
in greateat detail by the Academician, E. Vergas. Writing
in the suthoritative War and the Working Clas=, Varga has
steted that

It is necessary to make not only Germany pay repara-
ticna, but alsc Italy. Bumania, Hungary and Finland.
The immense materianl damage borne by the countries
‘which have suffered from enemy occupstion (the Soviet
Union cecupying the firat place) covers every branch
of the natlonal ecdonomy: Agriculturse, mining,
Industry, tranaport. It is therefors just and
reasonable to demand that all countries which take
part in the Hitlerits cempaigns of brigandage should
lmmediately take part at the end of the war in the
reparation of the damage which they have cauged,

by glving part of their national wealth to the
sountries which have suffered. £/

1/ See R & A 1899, Pert 11, Appendix A, for s dlagsst of
he various materilals bearing on Rusalan reparations poliey.
E. 8. Varga, "The Reparstion of Damage by Hitlerite
ermany and Her Accompllces." War end tne Working Class,
16 October 1843,

| DECEXSSIFTED
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2. Possible Magnitude of Russia's Claims, :
No official flgures have yet been released to :
indlcate the poszsible magnitude of Russis's reparations . .
cleims, tut some idea of thelr possible order of magnl- - ¢
tude may be obtalned from the following estimates, prepared
by this office, of the different kinds of losses the Russians
have suffersd: : e

cétagory of danng; Billion pof
- 1937 dollara

Al ﬂnmnga to bulldings and
other fixed cepital 15.8

B. Loas of Inventories, .
household effects, etc,

6,5
Cs War Penailons and allowances ' 18.)
TQtﬂl .ﬁ - ﬂ 3455
D. Pereonal damags to civilians 4 RS
Total A-D 35,4
E. War scoats ! O

a/ Doss not inciude compensation for death or injury to
civillens. Thie estimate inciundes only compensation for
foreed ldbor by .deportess.

Sourse: R & A No. 1899, pageim,

1 “

Which of these different catego-ies of losses will

be taken into account in the determinetion of the magni tuds
of tha reperations bill presumably is a matter that will be
ssétt.ed In negotietion withk the Allles. The Russian apokea-
men have referred expliecitly to £ll the items llsted asm '
posslble bases for compenantion, except war costa, which
have not been mentioned. Xeediess %o zay, while the
. inclusion of this itew would grestly increass Russid's

olaim, it would reduce her fractional shers of the total i
reparetions bill; thus 1t is quits unilksely that the
Russians will press for the inelusion of this item in
the reparations settlemant

A/ A very orude rule-of-thumb estimate of the amount of
damage wes derived by Vargs, on the basis of a caleulation
of the averegs emount of damage per hectare suffersd by
France in the last war and on thes ares of Fussis revaged
in thls war. -

] [ S
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~ - ., The postwat economio potant}al of the enemy countries
hes’ been recognizéed by the Fussien” spoktesmén as getting an -

‘upper limit to the aggregaté rephrations payments. In this
connectlon, however, it ls important to note that according
to 'varga "1t -would be dbsolutely unjust if the peoples of
‘the aggressor countries ,., should find 'themselves in a”
better gnnnnméﬁ-poaitinn then' the Fussians ‘efter the.vap,”
?lgga_pninfg t that Russie is able to absorb large pay-
ments in' kind, and he arguds,’ accord nglys that no tranafer
problem, such as obstructed the collécthean of repdretions
from Germany after the last war, will arise to 1imit :
collections after this one, so far as 3??51* is, concerned,

= 15 =

* In the case of the bill to Finland, the Russiansg’
‘flxed the amount originelly at $500 millions;: reportedly
this 'sms intended %o cover ‘ons-half-the damage to their
property csused by the Finns. 1/ Payment was demended
within & period of five years, . ' -

Vyshinsky hes explieitly Wwerned against the mechani-
cal extrapoletion of this reletion to other sontexts, 2/
and the bill to Finland has sines been halved. But it 1a
worth noting that if the Cerman biil were-chargad at the
aame rate-as the originel Fimnnish one, the totel bill would
be sbout 10 billion 193¥ dollara. Ths average annucl
German peymenta over a five year perlod, thus, would emount
to 2. billlon dollers. '

' The original emmyel bill to Finlend emounted to
nearly 80 percent of her prewar national income. and a
hlgher percentage of her expmcted postwer income. The same
percentage of CGermeny's {the old Haleh's) income for 1938
would amount to nearly 25 blllion dollara, or encugh to
compensate Russla in s singlie yeer for the full smount of
the materisl demage she has suffered,

The reparations b11l included in the recently
announced armistice terms to Rumenia declaredly wes fixed
at the relatively small sum (for Rumenis) of 300 millions,
because of Rumania's shift to the Allied side, :

1/ B8ee Finland's Capacity to Pay the Ragaisn Reparations
ﬁu_. REAWa, & J.E?E‘ﬂ“}, a4 June TBE4, T

Y Do | DECLASSETED"
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..“._ naec . coat reparations pay-
ments be made not emly in goods, but in labor services as
well, Vargs has declared speglifically in %{ E% the
!E£E§§E Class that 1t "would be just practieall
expedien aw workers from Germeny for the work nr{u-
the war in restoring the devastated areas.” Ilya Ehrenburg
writ alss in Nar and % Class, castigates
those Amerigan trade union leaders ve ventured to ex—
press opposition to the adoption of a polley of using
forced German labor for reconstruction purposes. =74

There can be little doubt that the Russians ecould
profitably use several million German workers — partiou~
larly skilled construction workers — o help rebulld their
economy. Desplte the large-scale demobilization of
soldlers and the repatriamtion of Russian cltizens and .
soldiers from Germany after the war, the severe losses.in
dead and permanently incspacitated during the conflict will
8tlll leave a gap in the Russian labor forece that the
Germans might £111, The productivity of forced laborers
1s usualiy not high, but Russian experience in using the
compulsory labor of kulaks and others ‘probably has been

- suffieiently extensi¥e To insure that the qutput of the

German workers wolld more than justify the expenditure of
food, supervisory mBnpower and other rescurces regquired
for their use. 3/

It 1s likely that the labor situation in Germany
immpdiately after the war will be slack, so that the use.
of large numbers of German workers in Russia would not
necessarily prejudice Russia's ability to obtain repara—
tlion payments in goods also. :

1/ No. 10, 15 Octéber 1943,
2/ Cable #2204, Moscow, 20 June 1944 (Restricted).
3/ Te Russians would bave to reckon any such expenditures

a8 costs to be offset apgainst the valuea produced, even if

the workera were supported by the CGermans rather than the

Ru'ﬂﬂ ians.
mssn“~ s
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_While the economioc tmonuvu to use consoripted
German labor will be Amportant to Russians, the pur—
sult of such a reparations policy evidently would have

"ly*.;

" major political repercussions both in Germany and out,

The Russians can be expected to give due consideration to
these effects. Should the Russians push a policy designed

g:mmmtlr to weaken Germany, the detention of the
army or of elvillan workers ams forced laborers

might be regarded as politie, even though the possibility

of develeping a popular p ssian gevernment in Germany
would thereby be prejudiced. A flexible policy, acnnrd!.ng

to which the conscripted workers would be released
developments in Germany warrsnted, might be aduptaa !I'.!Iu
poaslbility should be reckoned with also that forced ;
labor might be confined to Nazis. :

8ignificantly, there 1s no evidence that the Rus-—
sians requested labor payments for the sattlement nf their
reparations bill to Finland or to Rumania.
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emphasize mainly the collect reparations from eur~
rent output rather than from Germany's stook of standing
maghinery and equi t. In determining the relative
amounts of reparatidna to be solledted these two :
sources, the Russians will be ded mainly by the follow—
ing potentially divergent considerations:

a. Oermsny's capacity to continue payments, in
1ines in which Russia 18 interested, might be reduced by
transfers of standing capltal goods: on the other hand
thare may be some lines, such as machine tools, where
Germany's stock of anpihl goods on hand will be: exces~
sive in relation to the likely postwar productlon require—
ments, even including requirements for reparatlons payments.

b. Germany's capacity to produce machinery and
equipment 1s large in relation to Rusasia's potential
reconstruotion requirements. In 1038 the 0ld Reich pro-
dueed about 3 billien dollars in machinerysnd vehlcles
and another £ billion dollars in electrical equipment.
Probably the damage sustained during the war will more
than offseét the further expansion of the machine construc—
tion industry after 1938, so that the post-hostilities
eapacity will be less than that of 1938. The total war-
time destructlion of Russlan machinery and eguipment,
however, probably does not exceed 7 billion dollars. When
it is considered that the Russlan machine construction
industry iteelf will be geared to replace a substantial
part of this destruction, 1t 1s doubtful whether there
will be any pressing need for the Russians to requlsition
large quantitlies of CGerman capital goods on hand.

¢, If large quantities of machinery and equipment
were requisitioned from German stocks on hand, Russlan
reconstruction might be accelerated in the immediate post—

war years,

. d. Presumably the weight attached to {¢) would be
reduced if large oredits were avallable to permit the pur-
chase of newly produced goods, in the United States.

% Based on estimates of Eoenomics Subdivision, Europe-
rica Division, 088.
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- 8. Collettion of reparations from current output
ov¥er a period of years offers the opportunity to intro—
dude an element of elastioity in Russla's polioy toward
Germany which would be lac in the omse of an early
large scale transfer of exist capital goods.

f. The wholeaale seizure of German maohinery and
equipnent would result in a large amount of umemployment
among Industrial workers in the Russian zone, as well as
In the Weat. : ]

: B " Wholesale selzure of Cerman capital goods would
weaken Germany.

The economist, Varga, has stated that payments
out of accumulated wealth could take care of only an
"insignificant part® of the reparations bill. 1/ Tne
Russlans specifically demanded payment of reparations
from Finlsnd in the form of paper and pulp, and machinery
and shipe. 2/ Since Finland 1s not self-gufficient in
machinery and her ocurrent output of machinery 1a amall,
large payments in this form cértainly would have to be
met out of stocks on hand. However, thia demand on Fin-—
land cennot be taken as a precedent for the policy that
will be pursued with respect to the Germans, who will
have the capaelity to produce currently large quantities .
of machinery anfi eguipment for export.

While pursuing a polley of collecting reparations
mainly out of current output the Russians no doubt will

.be interested in requisitioning from Germany inventoriea

of machinery and equipment special 1tems which are
critically short in Russia, as well as items the

-

£
1/ R & A Fo. 1899, Part II, Appendix A.
2/ See R & A No. 2127, :
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requisition of which would not seriously affect German
productlve capacity in llnes the Russians would wish to
maintain. In particular, the Russians may requisition
quantities of German agricultural mashinery, transport
vehicles, river barges and ses—goling ahlps; alsc, possl-
bly, speclal types of machine tools,

In connection with her expected participation in
the Far Eastern War, the Russians as a matter of courae
will requisition munitions atockd, a5 well as munitions
malking equipment, the use of which will be denled the
Germens by the disarmeswent clsuses of *he armistice,

Furthermore, the foregoing remarks.as to Russia's
ettitude towards the selzure of Germeny's stocks of =
mechinary end eguipment on hand cannot be teken to apply
to livestock. Certainly the Fuusians will not be dig—
suaded from requisitioning Germen livestock herds by the
adverse sffects on the output of enimal products, Possi-
bly, the Russians will alsc be interested in German in-
ventorlies of personal and household articles., In view
of Russis'a aim of esteblishing a pro—-Russien government
in Sermany, the Russlans might 1imit the ssizures of such
inventories to households of thoee whose potential pro—
Russian orisntation wes the weakest, :

5. Particuler Commodities of Interest to Rusaie. The
commodities which the Soviet Union will desire from Ger—
many(from either current output or stocka on hand) will
be primerily those needed in rebuilding the Soviet eccno—
my, end availaule In Insdequate gquentities from Russlan
domestie production. Machinery of all kindas, industrial
and laboratery equipment, building meterials, and raw
materisls such as steel snd cement fall into this category,
as does transportation end communication eguipment of
many types, and some industrisl chemiczls,

A second cetegory of Russian needs conslsts of
foods end consumers' poods required to improve the present
depressed wartime living stenderds of the Russlan people.
Russian shortages of meat, fats and clls, sugar, clothing,
furniture, and similar essentlal commodlties will be great
in the yearsimmediately following victery, and the USSR
wlll be esger te receive Germen supglies to help meet her

neawda,

A
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4 In determining her policles with respect toc the
collection of reparatiocns out of Germany's current pro-
ductlcn of consumers' goods, the Rusalsns will give due
conalderation to the adverse effect that great exactions
in this form might have on the strength of pro-Russian
sentiment in Germany. However, it cennct be expected that
this conslderation would dictate the adoptien of a lenisnt
policy in this respect,

The table which follows liszts in more detalled
fashion the commodities which the USSR will be most cager
tc obtain, end thoss less essential items in which 1t may
also be interested. In each cass, the commocdities
listed below are believad either to be available in
Germeny at present, or at least to have been produced in
Germany before the war, ' :

In addition to the commodities listed in the
table, the USSR might be willing toc take some gquantities
of coal and other commocdities which she herself produces
in abundsnce, 1f by so doing scme transport economles
could be reslized.

Althfugh the quaitities in which the different
comnodities will be demanded from (ermaeny cannot be esti-—
mated on the basls of information presently avallable,
aome idea mey be given of the magnituds of the, total
Russlan needs. In the field of trenaport for example, it
has been authoritatively estimatsd that 4.5 million tons
of rails will be recuired to restore Russian rallrceds to
thelr prewsr level. 2/ While much of thia tonnage will
undeubtedly be produced in the USSR itself, 1t is very
likely that large amounts will be asked of Germany. Agaln,
it 13 believed that at the and of the war the USSR will
have at least £,000 fewer locomotlves than 1t had at the
beginning of the struggle, while many of the remaining

1/ See also Part II of this report,

2/ Khatchaturcv, T.:"0. vosstanovlenil 1 nekctorykh per—
spektivakh rezvitiys transporta™ in Zheleznodorczhny

Tranaport, October 1943.
FORAESSTTT
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FRODUC®S THAT RUSSIA MLGHT OBTAIN FROM GERMANY IN PAY—

MENT OF RE

¥

Materiale:

Foodas

Mechinery:

PARATIONS, RATED ON BASIS OF RUSSIAN NEED
DURING OCCUPATION PERIOD

Top Priority »  Second Priority
- L - 3 ¥

Carbon end alloy steel Coke -

Cement | |

Brioks

Synthetic fibers
. Basic chemicala
Synthetis rubber
Leather iy :
Sugar ! Frults and nuts
Meat and msat animals :
Fats 'and olls '

Textile, lsather, shos Paper and printing
~and clothing machinery’ machinsry -
Meehine tools Office machimery

Farm machinery and tractors
Focd processing mechinery .
Elnctricel machinery and equipment
Cement machinery
Gle=a muchinery
Smthetie rubber producing
and processing machinery
Mining end cill machinery
and sgquipmant

Other fabricate#l : Stesl and copper seml- Cutlery-
end semi-fabri~ rabricated prodw ts Locks
cated producta: {sheet, plate, wire, Clocks and watchea

pipa, eto.) Musical ‘instrumdnts
Plats apd window glaas- Toyz
Structural stesl Camaras +
Bteel ralla Ceramic products
Bearings Bruashes
Rallroed logomotives, Painte snd inks
freight and passenger Soap
‘cars
Ships

Trucks and automobiles and spsre parts
Optical glaze and precision equipment
Purniturs

Shoea and clothing .

Chemical products inoluding
fertilizers, insecticides,
pharmacauticals, and induas-—
trial shemicels

Tires and other rubber prodwte

Laboratory equipment

Industrial boilers and heat transfer asquipmrnt

i
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locomotives will probably be old ‘worn and will require
replacément 48 soon as possible. Due to difference in
g=uge, the Russians of course would not be greatly interes—
ted in the direct transfeér of German railroad equipment to
Russia, though a change .in gauge, even of logomotives,
would not be impessible., - ;

In.the fleld of farm machinery, the USSR will hawvo
tremendous needs after the war. Entering the sonfliot
with 523,000 tractors, the Russians have now gone three
years with scarcely eny new tractor output, so that at the
beginning of the spring sowing campalgn of 1944, only 200,000

tractors were available for work on farms., ilar needs
- exlst for new farm equipment of aevery type. :

With respect to food and textliles, the Russian
situation in the postwar periocd will be very tight. Rus—-
sian Lend-Lease imports of more than a quarter of a million
tons of meats, of fats and olls, and of sugar during 1943/44,
for example, indientn how short Russian supplies are at
present, even for the maintenance of minimum wartime diets—
ry standards; any effort to improve the Russlan diet from
the low wartime levels, after victory, will require large im—
ports of these foods. 3/ Because of the ;lonf E:riod required
to increase the livestock herds, Russla wil espetially
interested in importing breeding cattle as well as animal
productas ©Since a relatively rapid recovery of Russian
grailn production is likely, there probably will ndt be a
pressing need to impart much East German grain,

6. Financlal Aspects of the Reparations Collestion,
Certain problems volve gslalts ection of repara-—
tlons from Germany will be financial in nature, One Ques—
tion is basle: at what prices shall particular German goods

(end services) be valued when submitted in payment.,

Presumably the problem of the valuation. of payments
in goods and services will be one invelving all tke Allied
nations, and will require agreement among them. Sinece the
price mechanism of the Soviet Union differs from that pre—
vailing on world markets and also from that prevailing in
the western nations, some means will have been found to
reconclle the different valuations for the particular com-
modities which will be dalivered. ;

1/ Bstinate by the Transport Bectlon, USSR Divieion, 0SS.
R & A No. 1388.5,

ﬂf- R &- .l. !ﬂ- Eﬂﬂﬂ- 1 S a "
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Ds [Economic Relations of Russian Zone to Other Zones
1, rewar Trade Relations betﬁnﬁ.hnt-m and Western
[ E'Eiﬂ"lrﬂﬁ Developmentse, Once the iﬁnIo,?fJ_-
girmuEE y has be od%

en ocoupl ; forges of the different
allies, the problem of economic relations between the
Zones occupled by different powers will become one of the

utmost lmportance. Of chief concern in this conneetion

‘18 the exchange of goods between the zones. Some notinn

of the Importange of this interchange may be obtalned
from the accompanying teble which shows the net imperts
gnd exports of goods, for Eastern and Western Germsny, '
in 1936, The boundary between the two reglons considered,
which 1s believed to uorre}ﬁnd roughly to thatwhieh
will delimit the Russian f the American and British
Oocupaticn Zones, 1s far unnuﬁx to the Weat of the Elbe
to place most of the Central Industrisl Region of Germany
in the Eastemrn Ruﬁom lhza For the purposes ofv*the gal-
culations in the Table . province of Berlin is included
in the Bastern Reglion, although this province is expected
to be administered as an Ilnternational zons,

The trade statistics 2/ reflect at once the basic
differences between the secondmies of the Eamstern and
Western Reglons. Despite the fact that the Eastern re-
glon, as delimited here, includes the industrial popula-
tlons of Berlln, the Central Industrial Region and
Sllesiz, the East Elbian grain and potato surpluses are
big enough to permit large net shipments out of the area
as a whole, The Western Reglon, where the main eenters
of German heavy industry Adre located, imported somewhat
larger quantities of grain and potatees than the Esstern
Region exported. Both regions were net importers of
animal produets, but the deficiency in the Western Regilon,
which ingludes the importent livestock areas of Holatein,
Hanover and Oldenburg, was less than that of the Eastern.

%/ ‘The sdministrative areas.constituting the Eastern end
estern Reglone are listed in a note appended to the
n_mmgming table, ;

. It should be noted thet the trade statisties in the table
cover products which were shipped by rail and water,
However, the fallure to cover motor freight ls not considered
gerious since in 1937 the total German tonnage carried in
long distance trucking (1.0. over B0 kilometers) came to
only 3.5% of the tonnage carried by the Reichsbain, More
important 1s the fact that only shipments exceeding 500

. kilograms are included, This limitation operates to exoluds
eertain commodities «- particularly wearing apparel -, ;

individual shipments of which normelly are small..

' DESHcASS '
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: NET. m-rmnmu SHIPMENTS OF VARIOUS GROUPS OF
' aumnrnsa BETWEEN EASTERN AND WESTERN CERMANY, 1936 a/
ans (A1l figures in 1,009 tons)

K g thastarn region ﬁuatarn regIanE? matal Germen
] wm-ﬁ—-%"nu -:Net In— Wet out~:Net in- et out-

:nnming going feoming ga%n? icoming golng .
4

- AR L Ia} L (8) (e}

Focdatuf fas .

eat, sh and ‘ ' ’

dairy - - . 400 139 539
Grains, legumes

end potatoes 2,061 g,6878% 629
Frults and fresh :

vegetablas 458 697 ; 1,156
Olecgenous vege— ]

tablea 179 1,478 1,658

Sugar beets, coffee,
raw tobacco, ani-
mal and plant raw

mats, NeB.8, 121 732 'BEE
Total unprepared \
foodstuffs : 833 5,726 4,833
Raw sugar and mult 210 2le 8-
Dalry products, fats '
; and ollas 10 180 i 470
Flour, refinad sugar -
and atarch 628 559 83
Wine, beer, and
apirits 62 1 B -
Food n.e.s. 119 TO 187
Total pricoased
Toods 137 780 64D
Total foods 1,240 6,734 8,480
Selt 4/ 586 179 ' i -]
Fodder and Pertilizsnr:
odder an aed 419 49 468
Fartilizer 169 1,200 1,041
Totel &78 x1,151 ' 53

Iron Ore, Scrap and !
BE . 302 19,703 20,008
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:He = Net out-: s out=:ha n=

tcoming golng :coming goin :coming going
: 11) (8) : (3) (4 ;. (8) (8)
Iron Eﬂ% Stael
e ctas
st furnaca
and rolling ; : ;
mill producta 2,682 4,987 2,405

Machinery and .
apparstus in-
cluding trans—
port equipment a1 436 517
Other iron and
steel Finished
gooda : 347 1,118 771
Total 2,848 6,541 5,693

T D

Non-ferrous Matal
Froducts and Ures:
Ron—-ferrous ores
. and scrap (copper,
pyritea, beauxits
and cthara) oBz 3,417 4,399
Hon~ferrous metals 95 171 266
Semi-finished and !
finished products
of non-farrous
matal 58 a7 ; 155
Total 1,019 5,481 4,510

Industirial Frodusta
NaBaBa TS5 428 2563

Coal, Coal Products
and Peat
t nous coal,
briquettes and
ooka 4,833 35,840 31,002
Brown ccal, bri-
guattes and

ooke 1,280 1,786 565
Peat 124 214 Il
Totsl 5,837 54,369 30,6534
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:Eestern re,lonb/:¢ /:Total German
Vet 1In—- EHE ou%: N 8L ou :Tﬂ'm-
scoming going - :coming going :coming going
313} (8) : -(3) (4) : (5) (8):
52 843 1,574
Finished
products 558 2,031 2,589
Total 1,290 2,874 3,863
Stcne, Clay, Glesa
andCement Froducts:
Primery products 2,400 4,620 2,222
Finlshed goods - 253 685 452
Total 2,633 5,305 2,674
Chemicals Excludin
Fartilizar: 541 179 Te0
Leather and Tex-—
tilea:
Haw materials - - 229 s 672 901
Yarn end
leathsr 9 15 24
Total 238 687 625
Wood and Wood
froducta:
mber 1,803 1,161 2,964
Intermediate
wood products 464 o/ 707 o/ 1,170
Finished wood and
papar productsa 2108 109 418
Total 1,959 1,758 3,716
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a8/ Adepted from figures in Inter—Regional TrndaT%E
%Ml: R & A No. 2470, 3 Eepie&ar 1944,
: 2u

ros, were complled from German railway and water-—
way traffic statlatics.

Includes Regions I and ? in R & A No. 2470, nhiuh
nre delimited as follows:

Region I ; i AR

H‘euk‘lcnbrurg E'I'rit‘hnut hnri:oru from Rostock to bordar
of Schleswlg-Holstelin)

Lower Bileslie (excluding Brealau)

Berlin

Brandenburg

Megdeburg—Anhalt

Merseburg, Erfut, etec.

Thllringen

Sachsen

R&gion v

. East Pruoaia
" Einigsberg, Pollau and Elbing

&/

Pommem

Pommeranisn Harboras . i
Posen~Veatpreussaen L ~
Upper S5ilesia

Bre-lau

Inoludes Regiona II, III, and IV 4in R & A No. 2470,
which are delimlted as follows:

‘Region 1I

Harboras Hostock to Flensburg

Sohleswig Holsteln

Elbh#fen

WesasrhElfon

Emshilen

Oldenburg, Lineburg, ete.

Hannover, Hlldesheim, Breucschwelg, atc.

LDEERASSIFIED
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Regl 1

Haasen~lasssu and Oberhessen
Frankfurt/Mein :
* Ruhrgeblet in Weatphalias
Rubrgebiet. in Rheinprovinz i .
Weatphalen, Lippe . e

Rheinprovin - thiy '
KBin ., % :
Saarland

Duisburg, Hochfeld, Ruhror:
Bavarian Ffalz (without Ludwigshafen) ;
Hessen { oA

Reglen IV

Baden

Mannheim, Ludwigshafen
Wilrttemberg and Hohenzollern
Southern Bavaria

Munich

Northern Bavaria

d/ Includes large amount of selt used industrially.

8/ Includes cellulose, woodpulp, etc., which ere used
in part for the manufacturs of artificlal fibera.
The smounts ars 175,000 and 337,000 tons in Regiona
IV and V, reapectlvely.
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: Apart from 8ilesia, the industrial centers logated
in the Eastern Region were primarily fabricators, The
reglon as a wholp Imported, from the Weat and from abroad,
lzzga quantities of fuel, industriel raw materials and
seml.-fabricated goods. - The' Eagbern Reglion was a large
scale importer of hlast-furnace and rolling-mill products
and ‘of coal; it produgced a surplus - relatively small as
gdmpared with that of ‘the Wesbtern Region — of machinery
and equipment (however, this comparison i1s based on tonnage
statistics; Mn view of the relative importance in the
Eastern Region 'of industries produ¢ing highly fabricated
products, a comparison based on the méney value of ship-
ments might show relatively larger expéits from this
region); and it was a major sxporter of chemical producte.
The Eestern Reglon was an importer and the Western Region
an exporter of bullding materlsls, Both regions imported
leather and textiles, t the Emstern Reglon, contalning
the great textlle centers of Saxony, on & smaller scale,

Rl The regiongl dispersion of German Industry unﬂuubtedir
has been sltered escnsiderably during the war, with the result

that the Eastern Reglon probably fabriocates wmetal products

on & learger scale than previously, At the same time the

ravagka of war have so far been felt primarlly In the West,

end because of the central locatlon of a substential part

of the industries of the Eastern Region, this region 1s

leses vulnerable to industriel damage from current and pro-

spective ground operations than is the Western Reglon.

' But the baslc differences betwsen the economies
of the Emstern and Western Reglons, which are fixed by
differences in thelr natural resources and other relatively
permanent fagtors, will not be apprecilably affected by the
war; and unless hostilitles are prolonged beyond present
expectations it is aafe to say that after the war the’
Western Reglon willl still be not only the mein source of
fuel and industriel raw meterials for German industry as
a whole, but will alsc have a capaeclty for fabricating
finished as well as semi-finished metal goode on e much
larger spale than the East,

~ Thus, on the extreme assumption that all economic
intercourse between the Eastern and Western Regions were
out off after ocowpation, it 1s eclear that the USSR, while
- finding a surplus of food in its area, would find such of
.the industry and labor of the Eastern-Reglon idle, while at
the same time the great metal producing and fabricat
capaecity of the West would be denied to Russia, The. allies
in the Western Reglon, on the other hand, would be faced
with the problem of supplying food to- the population
there, and at the same time would be confronted with the

DRURABSIFIED




Russia. The possibili

i " DecEASSFED

Hobon'is chelce of elther finding an outlet for the great
industrial surpluses of the area, or of ndminiqturing the

oncupation successfully in the fece of a vast army o
unemployed. ! ] _ :

1 usglats Attltuds Towards Trode Between the Bantern
ond ﬁha@nrn Tonea, fFresunably, BL scme early date, Inter-
gone trede in che period of milltazgﬂcaoupntian will be
the aubjeet of an agreemont among allies.

Russia’s attitude 'in this matter will be determisied
by the following conslderetions;

a. Russilan unwlllingness to permit trade on a scale
gufficient to aupply the weatern z mes with minimm eassen-
tial quantities of foodstuffa would tend to weaken inter-
gllied collaboration.

" B, With the rapid recovery that probably will take
place in their own grein position in the USSR, the Russlans :
may not feel a prﬂﬂsin% necd bto ship the East—Geraan surplus tc
y should be enviszaged, though, that -
the Rusalans will requisition Bast-German livestock on &
large scale.

6. The Rusailans will be greatly interested in obtailn-
ing the output of the heavy industrles ccncentrated in
Western Cermany, both for their own éirect use snd for the
use of thoss fabricating induatries in Central and Eastern
Germeny which will produce for the Russlana.

d, For edminiastrative end perticularly for pelitlesl
reasons, thse Russisns probably will be intersated in seeing
that esonomic activity in their zone is maintained st a-
level tolerable teo the working populsilon thare. 2

&. The Ruassians are reported to have proposed that,
in the final postwar settlement, a large sestor of Eaatern
Germany (up te the Oder River) be transferred to Poland. 1/
ghould the Russisrns continue to push this polley, they may
wish to prepare for the chenge in soversignty, during the
ooccupation pericd, by channelizing enstward the eccrnomle
relations of the region nast of Oder,

i/ R & A No. 1785.16. :
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At this juncture, it seems probable that considera-
tions {a), (b), (o), and (d) will cutweigh {e), and that
. Russians will favor a limited intarzonal exuhnnga of
Ego between Bast end West. i

Sinco the Western zone will be the maln source of
commoditlies in which reparstion can bes expected to be paid,
"forelgn" exports will exceed lmports of this region to a
greater extent than will be the case In the Rusalan. zone
of ceccupaticn.

This implles that -~ unless some apecial Interregional
adjuatmanta gre made --the reparation burden will welgh more
heavily on the Western than on the. Eestern Germans.
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OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C.

19 October 1944 :

Miss Grace Tully
The White House
Washington, D. C.

Dear Grace:

I believe the President will be interested
in the attached dispatch. Will you kindly seé that it

reaches his desk.
Thank you.
Sincerely,

(Pie

William J. Donovan
Director

DECLASHRED '
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OFFICE OF STRATEGIC SERVICES

WASHINGTON, D. C, st *
asS

19 October 1944

MEMORANDUM FOR THE PRESIDENT

I believe you will be interested in the following
dispatech which we have received from our representative
in Bagded concerning the situation in Irag:

"This week the Arsb newspapafs in Irag are full -
of enthusiasm for the Arab union. They are ringing
the chimes for the birth of the league in Alexandria.
The greater part of the press is emphasizing that
this means a certain 'death blow to the tribulations
of the little nations at the hands of i{iddle Eastern
Siperiaidini’ AoEling 16 e dhatioe-alitorial, WS
Arabs are now waiting for their powerful fmerican friend
to lend them egually powerful backing for the plan for
an Arab union and also for an Arab Palestine., As is well-
known, the Arab is faithful and loyal only to those
who treat him with justice. America's unique opportunity

lies before her.'

E 0, |
. 11682, Bec. 3(E) ind KD) o y
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"In the holy city Cerbola, the Ghia leading divines,
who had been strenuously against an Arab League, are now
waking up to the fact, too late, that they are not repre-
sented in the government and are mﬂking-a plea at once
to the government to allow them to participate in the
Counecil.

"The following is quoted from an Arabic broadcast
on the Berlin radio: 'It is notorious that the news-
papers in Irag fulfill no other function than that of
a tool for British propaganda and that they are completely
dominated by the British.'"

)

William J. Donovan
Director

DECLARFWNED

-



OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C.

19 October 1944

Miss Grace Tully
The #hite House
Washington, D. C.
Dear Grace:

I believe the President will be interested
in the attached report. WWill you kindly see that”it
reaches his desk.

Thank you.

cincerely,

(Fiee

William J. Donovan
Director
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OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C,

19 October 1944

"MEMORANDUM FOR THE PRESIDENT

The following report has been forwarded to us
by our representative in Bucharest:

"Roumania's largest newepaper, 'Universal' has
been suppressed by the Press Section of the Russian
Armistice Commission. The real reason behind the
_suppression is not clear, though the reason that was
given was that the paper had printed the obituary of
a son of fAntonescu some three weeks ago. The editor,
Lugosjanu, is suspected of having been on too friendly
terms with Antonescu. The Roumanians fear that the
Fussian action has been taken to strengthen the power
and influence of the Communist press."

In connection with the above report our repre-
sentative at Bari comments that reference should be

made to Article 16 of the Allied-Roumanizn Armistice

MRUSSFD
E. 0. 11852, Sec. (E) and §(D)
CIA 00 7ae- it

B 0a{  DueMAY 11974
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Agreement which gave certain controls over press and

radio to the Russians.

Om‘b“q
William J. Donovan
Director



19 October 1944

Miss Grace Tully
The White House

Washington, D. C.
Dear Grace:

I believe the President will be interested
in the attached report. Will you kindly see that it
reaches his desk.

Thank you.

Sincerely,

(At

William J. Donovan
Director
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WASHINGTON, D. C, ﬂ-SS

19 October 1944

MEMORANDUM FOR THE PRESIDENT

The following report concerning the Russian advanné
toward Budapest was forwarded to us by our representative
in Bucharest:

"As of before noon on October 12 it is estimated _
that it will take from between 24 to 48 hours for the |
Russian spearhead to reach Budapest, Infantry can fol-
low within 2 days provided there is no resistance in
city. The Russian headquarters should move in within
3 to 4 days later. ' i |

"4 later report states that mud and rain are making
ground operations difficult. 10 locomotives, 100 rail- |
way cars, and 100 guns of different calibre have been
taken with the capture of Szeded. Forces at -Subotica,
which was also captured, will probably spresd out in
all directions while those at Kecskemtt may go ﬁeat in
order to cut roads going north to Budapest. Russians

R O. 11852, Bee. 3E) and 5(D) or ()
QA ooeda
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striking from the north have almost surrounded enemy
troops in Oradea Ppcket. There are no other changes
except that the Russians are advancing on the ‘eastern
sector through Carpathians and are nearing Bistrita."

) PR

William J. Donovan
* Director
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19 October 1944

Miss Grace Tﬁllj'
The White House

Washington, D. C.
Dear Grace:

I believe the President will be interested
in the attached dispatch. Will you kindly see that
it reaches his desk.

Thank you.

Sincerely,
.

William J. Donovan
Director
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OFFICE OF STRATEGIC SERVYICES
WASHINGTON, D.C.

19 October 1944

MEMORANDUM FOR THE PRESIDENT

I believe you will be interested in the following
dispatch which was forwarded to us by our representative
in Cairo:

"It is reported that on October 9 the British Am-
bassador was handed Iran's decision to break off all
negotiations relating to concessions. He was reguested
to communicate it to the Americans and Russians. Ac-
cording £u the same source, a recent note from Moscow
contains the accusation that thg Millspaugh Mission is
interfering with closer relartiuna hetweeln Iran and
Russia. On Monday, Millspaugh wrote to Ebtehaj, reliev-
ing him of duties as Hvry Bank (sic).

"It is considered likely that the Lebanese Govern-
ment will follow. the example of the Syrian and collapse.
Leila states from Cairo that the Arab conference is not
the reason for the collapse if Jabri succeeds himself

DECLASSFIED :
E O. 11652, Bec. 3(E) and KD) or (E)
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but that the conference is doomed if Mardam comes to
power, "

J M
William J. Donovan
Director



Miss Grace Tully
White House
Washington, D. C.
Dear Grace:
I believe that the enclosed memorandum would
be of interest to the President. Would you please see
that it is called to his attention.

Thank you.

Sincerely,

Biee
William J. Donovan
Director

Enclosure




WASHINGTON, D. C. /K /7
0SS

20 October 1944

b oo erareo oo I O]

MEMORANDUM FOR THE PRESIDENT

On 22 September, we sent you a report of a discussion
between a representative of thie office and an agent of
Neubacher, Ribbentrop's political and diplomatic representa-
tive in the Balkans, ’

Previously, on 13 September, we had sent to General
Deane in Moscow a report of two earlier comversations be-
tween these persma; to the following effect:

"Neubacher's agent contacted our representative
on 5 September, stating that if the Allies
would allow the Germans to retreat to the
line of the Danube and Sava rivers, Germany
would use her troops to fight the Soviets.

Our representative immediately replied that
he would not enter into any conversation
‘founded on deceit and Allied discord, but
that he would discuss the termination of
German resistance in the Balkans and would

DECLASSIFIED forward any business-like German proposal,

By Authority of ! Jé T
| B—rﬁﬁ;%mm i m 5




~  VOR-SKGRET
Subsequently Haubaqhar'ls agent stated that
Neubacher was planning to see Hitlerand
would contact our representative again,
although it was out of quaistiun for him
to discuss surrender. He went on to say
that guerrilla fighting would continue in
Germnjr after the surrender and that many
Germans, being nihilist already, were
ripe for Communism.™
This information was comminicated to the Russians

by General Deane. You may find it signifieant that General

Deane has notified us that General Fitin was grateful for

the information and has requested more information as it

becomes available.

William J. Donovan
Director

DECLASSIFIED

By Authority of ; ”s

By Date
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20 Oct.ober 1944

Miss Grace Tully
White House
Washington, D. C.
Dear Grace:
I believe that the enclosed memorandum would be
of interest to the President. Would you please see

that it is called to his attention.

Thank you.
Sincerely,
St
William J. Donovan
Direector
Enclosure
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MEMORANDUM FOR THE PRESIDENT

I believe you will be interested in the following
summary of a report concerning operations of 0SS personnel
in the Balkans:

On 7 October 1944 six B-17's escorted by two

squadrons of P-51's left Bari and flew to an agreed point
in Slovakia, rheré they remained for three guarters of an
hour on the ground, returning to Bari that afternoon., The
personnel delivered on the flight included an intelligence
team for Budapest, one for Slovakia, and a special operations
team with medical 6fficer. There was also a photographer to
record the operation and five officers who returned with the
planes when the mission was completed. 4 quantity of supplies
was landed for Czech resistance groupg, including 150 bazookas
with ammnition, 100 Marlins, 100 Bren machine guns, 75,000
rounds of ammunition, plastie, and substantial medical supplies
with food and elothing. Twenty-eight American fliers were
evacuated, as well as two New Zealand fliers and eight Sloveks

g

and Frenchmen.
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On the same day, Colonel Huntington, Major Thayer,
Lt. Callanan, and Sgt. Muselin were landed safely in Serbia
near Valjevo to join Marshall Tito's Headquarters, Their

o

equipment included one Jjeep, with trailer, and 3000pounds of

supplies.

(

William J. Donovan
Director




OFFICE OF STRATEGIC SERVICES
WASHINGTON, D.C.

20 October 1944

Miss Grace Tully
The White House

Washington, 25, D. C.
Dear Grace:
I believe that the enclosed memorandum
would be of interest to the President. Would you please
see that it is called to his attention.
Thank you.
Sincerely,

*

Wiiliam J. Donovan
Director

Enelogure
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OFFICE OF STRATEGIC SERVICES =
. WASHINGTON, D. C. 0SS

20 October 1944

- MEMORANDUM FOR THE PRESIDENT
I think you will be interested to know of the follow-
ing results accomplished by some of our operational groups
during the recent operations in France:

Germans killed 461

Germans wounded 467
Germans taken prisoner 10,021
Vehicles destroyed 33
Bridges destroyed 32
Power lines 11
Roads mined 17
Trains destroyed 2
Locomotives destroyed 3
Aireraft shot down by

ground fire : 3

I L}

‘This represents the work of thirteen sections, each of
which is ordinarily composed of two officers and thirteen
enlisted men. In .each case, the sections were assisted by
bands of FFI or Maquis whom they trained and led. The
sections suffered the following casualties:

Killed 1 Officer and 4 men

Wounded 1 Officer and 9 men
Migsing 1 Officer

AT
E. 0. 11452, Sec,
CIA coTggn i@ «m VillTan 7 T
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OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C,

20 October 1944

Miss Grace Tully
White House
Washington, D. C.

Dear Grace:

I believe that the enclosed memorandum would
be of interest to the President. Would you please
see that it is called to his attention.

Thank you.
Sincerely,
William J. Donovan
Director
Enclosure

CONEBENTL
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MEMORANDUM FOR THE PRESIDENT

I believe you will be interested in the following
extract from a report dated 11 October 1944 by our
research staff on the "Military Manpower Position of The
Soviet Union, 1945-1970". |

"It is estimeted that the population of the Soviet
Union within the pre-1939 borders, will number approximately
171 million persons 'in .January 1945. More than 20 million
additional persons will become Soviet citizeps if the
Russian boundaries of 1939-41 are re-established.

"It is estimated that by 1970, the Russian population,
with the pre-1939 borders, will increase to around 229 millions,
and within the boundaries presently claimed by the Russians
to over 250 millions. These ast.imat.e;, which are based on
the assumption that the future development of mortality and
natality in Fussia will follow a pattern established in other
countries, are necessarily subject to a considerable margin

of error. It is believed, however, that they are more likely

to understate than to exaggerate the Russian W‘ﬁh L
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"The attached table shows the estimated number of Russian
males available for military service from the age groups 17
to 49 years and 18 to 38 years within both the pre-1939 and
1939-1941 boundaries, from 1941 to 1970. The reduction in
the pool of military manpower from 1941 to 1945 is considerably
less than the total casualties the Russians have sustained,
for the reason that the classes of males reaching military
age during the war have been very large.

"In terms of prime military manpower, the 18 to 38
year age group, the Soviet Union will be 40 percent stronger
in 1970 than in 1941."

Ui

William J. Donovan
Director

CONTIBENEM




ESTIMATED NUMBER OF MALES OF MILITARY AGE IN THE

SOVIET UNION, 1945 TO 1970

Within the pre-1939 boundaries

Age 1941 1945 1950 1955 1960

1970

1965

17 to 49

yeéars 393 3.8 ALT 45k ATG . 59.)1 - BA.T
18 to 38

yeure . 2901 (25 28 30.2 3B 3. 8.9

Within the 1939-41 boundaries

Age 1945 1950 1955 1960 1965 1970
17 to 49 "

years  42.5  46.7 50.4 52.5 55.3 60.3
18 to 38

years 29:0 311 33.6 312 38.9 40.7

CENEIBENTH]
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WASHINGTON, D. C.

20 October 1944

iy R
Washington, D. C.
Dear Grace:
I believe that the enclosed memorandum would
be of interest to the President. Would you please

see that it is called to his attention.

Thank you.
Sincerely,
William J. Donovan
Director
Enclosure
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SERVICES
WASHINGTON, D. C.

20 October 1944

Miss Grace Tully
The White House

Washington 25, D. C.
Dear Grace:

I believe the President will be interested
in the attached reports. Will you kindly see
that they reach his desk.

Thank you.

Sincerely,

\
willi J. ﬁnﬂova.n
) rector
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OFFICE OF STRATEGIC SERVICES f’g s
WASHINGTON, D. C,

20 October 1944

MEMORANDUM FOR THE PRESIDENT

I am enclosing an interesting series of
reports which we have received concerning the
situation in Hungary as of the first week in
October. These reports which were obtained from
an agent inside Germany were forwarded to us
through our representative in Bern.

Y

William J. Donovan
Director

[ECLASSIFIER
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POLITICAL SITUATION IN HUNGARY

A high Gnrman uﬂicial is said to have .umarized
the political situation in Hungary as of the first week
in October 1944, as follows:

Premier Lakatos has again requested the Plenipoten-
tiary, Commander of the German Wehrmacht in Hungary, to
send into action at least some of the German Panzer brig-
ades in order to reassure the people and the Hungarien
troops at the front. Lakatos is dissatisfied and fears
that the assistance he has been promised will arrive too
late. He feels that the concentration of Nazi forces in
Hungary, particularly in Budapest, fulfills politieal
ends only.

The Premier is said to have received information that
the rightist political parties in Hungary were planning
soon to depose the government by violence, allegedly with
the backing of Germany. Ha_,c'aut.iona against such a move
stating that it would have extremely unfortunate conse-
quences upon the front. He declares that he would ewear
by his ovn life that his regime has ﬂ.nna nothing without
the knowledge and approval of Germeny, and protests inno-

cence of any knowledge of the treacherous plans attributed

i
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to certain important people in the Regent's palace.
Lakatos asks Germany to have confidence in Hungary, and
in him personally, as he has worked only to maintain
Hungary's pwer of resistance. Lakatos recently made a
spirited address to an infantry battalion at headquarters
and urged the men to obey their leaders' orders, even
ageinst internal political foes whose operations were
protected by & foreign country. The Budapest police
has been placed on the ala:;-t.. A state of alarm has been
proclaimed in police quarters and officers are not
permitted to leave. Hussar units have been sent to
reinforce the guard at the Regent's palace and the bat-
telion of bodyguard troope has been armed with machine
guns. The city of Budapest itself is calm.




: The following statements are said to have been made
by Weesenmayer, German Minister to Hungary, in the first
week of October 1944:

General von Greiffenberg, German Military Attache in
Budapest, declared that the order for the recall of
Heszleny* was before Regent Horthy for signature but that
Horthy had not yet reached a final decision in the matter.

Farago®** is said to have been seen in the Regent's
Palace around the first of the month. It is therefore
inferred that the rumor to the effect that a delegation
was being sent to Moscow by way of Slovakia was incorrect,
at least in its details.

The armed patrol boats of the Hungarian Danube have
reached Budapest. Weesenmayer commented that he had been
given to understand from military sources that this was
contary to an explicit German wish.

* Thies is believed to be Lt. General Josef Heszlenyi, who
was known to be Commander of the Fourth Army Corpe in
September 1943. In September 1944, it was announced in
Germany that Heszlenyi had dietinguished himself in fighting.
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¥* This is believed to be Lt. Field Marshal Gabor Faragho

who is Inspector of the Gendarmerie. He was formerly
Military Attache to Moscow.

|
|
|



said to have been informed that Bardossy and Tasnadi-
Nagy* were the leaders of a Hungarian National Committee
which was established on 30 September 1944. Its member-
ship includes Laszlo Baky, Daniel Mocsary,* Andor Jaross,*
Jurcsek, Major-General Jeno Ruszkay, Ratz,*® a member of
the Arrow Cross Party, and Mihai Teleki.** Laszlo
Farago*®* will be asked to join. They are said to have
ectablished contact with Major Ferenc Szalasi, head of

the Arrow Cross Party.

They intend that Jaross, Tasnadi-Nagy, Szollosi, a
leader of the Arrow Cross Party and Bardossy should come
out with a statement that the Horthy regime should be
reorganized on the basis of this committee of the above

* Members of Parliament.
%  Probably Count Teleki, President of MEP (Government)
Party.

#%% Unidentified.
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four leaders and, in addition, Reka from the Nazi

Party,**#* Brody from the Ruthenian Party, Nyiro from

the Transylvanian Party, Mecser who is a Stammdeutscher

deputy, Rajnis a member of Perliament and Szalasi.
Tasnadi-Nagy has already taken all necessary steps

for the immediate convocation of the Parliament. It

is thought that this group intends to form a broad

National Socialist grouping in the form of a National
Coalition Party. Their prineipal purpose appears to
be to prevent a Szalasi Cabinet from being established
or, at least, to give it a substantial "bourgeois"
orientation. Ruszkay is said to be the most energetic
person on the committee. e o

The Germans are said to be considering t.akin,g the
matter up with Szalasi. However, they feel that it may
be advisable to allow this group to carry out its plans,
either as a test to observe the reaction of Horthy and

the government, or as & front for other plans.

##¢%¢ Probably Andreka of the Hungarian National Socialist
Party.
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rTha beginning of October 19&4; InsMer, Garlan
Ambassador to Hungary is reported to have had a lengthy
discussion with Premier Lakatos. The latter is said to
have inquired as to when Germany would render military
aid to Hungary and when some of the Senate and Parlisment

- members would be freed, as had been promised. Weesenmayer's
reply was that it took some time to convert two Panzer |
Brigades into Panzer Divisions. In answer to Lakatos'
second question, he stated that Winkelmann* had been
granted freedom of action by Kaltenbrunner** and that
Windelmann and Weesenmayer had jointly prepared & list of
ten to twelve harmless persone to be released. However,
it appears that the German Ambassador had not yet received
permission to release these people at that time.

Weesenmayer also informed the Premier that he had not
had an interview with Hitler during his visit to headquarters
a short time ago because Hitler was away for a few days.
However, he stated that he still kept his plane in Budapest
and might at any moment be recuested to make another visit to

*Replaced Kaltenbrunner as Himmler's representative in Hungary
**Reported to have moved to Rumania,




headquarters. :

‘ Premier Lakatos is reported to have given Weesenmayer
his solemn oath that he had no knowledge of any negotia-
tions by Hungarian representatives with iei'l:.her the Anglo-
American powers or with the Soviet Union, and that no _
such negotiations would take place if he was aware of it.
The Germen Ambassador replied that the Germans were
suspicious because of the numerous arbitrary and peculiar
steps which the Palace was permitting itself. The Premier
answered that he considered that the German delay as
regards the military situation was the cause of this sus-
picion. However, Weesenmayer replied that the situation
was just the reverse and that the German caution in con-
nection with the government wae required by the serious
nature of the military picture for the time being.

Weesenmayer is said to have had the feeling that
Premier Lakatos was not frank with him on some matters.




In the first week of October 1944, a reliable source
in Vienna stated that Horthy, the Hungarian Regent, was
concentrating Elite wits around Budapest. Horthy is said
to have explained this action by sgying that it was a
precaution against a coup d'_etat by an inner group.
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WASHINGTON, D. C,

21 October 1944

Miss Grace Tully
White House

Washington, D. C.

Dear Grace:

I believe that the enclosed memorandum
would be of interest to the President. Would you
please see that it is called to his attention.

Thank you.

Sincerely,
e

William J. Donovan
Director

Enclosure
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WASHINGTON, D. C,

ELASSEDD O.SS

E 0. 11652, Bec. &E) and KD) or (E) . 20 October 1944
LA 007622

By AN D MAY——-4074
I think you will be interested to réad the following
extract from a report dated 27 September 1944 on "angary'_a
Annual Capacity to Pay Reparations®. The report was prepared
by the 058 research staff,

"The value figures in this report are expressed
in 1936-37 Hungarian prices, translated into dollars at the
rate of exchange prevailing in that year.

"On the basis of national income figures, it is
estimated that Hungary could pay on reparations account a
maximum of about $210 million annually, but for a short
period only, and with the domestic standard of living held
to the level prevailing at the depth of the depression.

"A better appraisal of Hungary's capacity to
pay reparations may be gained from an examination of the
pre-war export pattern. Such an examination, excluding the
transfer of existing assets and the use of Hungarian labor
for reconstruction, indicates that Hungary could export
about $50 million a year on mpﬁratiuna ;onnunt..

"This estimate presumes that the Hungarian

CONEIBEN/
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economy is not carefully re-organized in the interest of maxim-
izing reparations., With efficient and drastic control the
amount of possible reparations might be substantially increased.

i

William J. Donovan
Director
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OFFICE OF STRATEGIC SERVICES
WASHINGTON, D.C.

21 October 1944

ST

Miss Grace
The White House

Washington 25, D. C.

Dear Grace:

I believe the President will be interested
in the attached report. Will you kindly see
that it reaches his desk.

Thank you.

Sincerely,

William J. Donovan
Director



OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C. '

21 October 1944

s~
oSS

MEMORANDUM FOR THE PRESIDENT

I baiieve'rm will be interested in the following
dispateh which we have just received from our repre-

| gentative at Caserta:

"l. Firing by Italian troops on thousands of
labor demonstrators in general strike of municipal
and state employees in which hundreds were wounded
and many killed. Machine guns and hand grenades used
by soldiers. Main streets of Palermo blockaded. As
workers demonstrate for bread, work and higher wages,
the disorder localized in center of city.

"2. Official estimate of caﬁualties in Pelermo
noonday massacre set at 162, with 16 dead (expected to
be increased), 137 civilians wounded and 11 Italian
military. Half of casualties are children. These &
figures do not include those hurt in stampede. Shrapnel
in back accounted for most of wounded. There were a :
number of decapitations. POTee:

E. 0. 11664, Bec. X(E) and 5(D) or (E)
CIA  co%eza

B (24  DueMAY 11074
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"3. Breaking of windows in prefecture area
signal for fire of troops, which was indiscriminate.
Blame laid by majority on Italian troops for firing
on mob damnnntratinglfbr work, higher wages and bread.
"4. Comparative order restored with cordon of
troops holding off estimated crowd of 5,000 from pre-

fecture area, but outbreak of disorder predicted after
dark by civilian population which holds Sabauda
Brigade responsible and against whom they swear
vendetta.

"5. Four days of labor agitation led up to this

climax."

Ny vk —
William J. Donovan
Director




WASHINGTON, D. C.
E. 0. 11651, Bec. 3(E) and 5§D) or (E) F
G BOTEOR 21 October 1944 />
OR) DeaMAY 11974 A

MEMORANDUM FOR THE PRESIDENT

There follows a summary of a report prepared by the
0SS research staff, "The Political Organization of French
Prisoners and Deportees".

The more than two million French prisoners of war
and deportees will probably form an important, conservative
political bloc upon their return to France. Already they
are represented in France by a single naticnal organization,
the Jouvement National des Prisonniers de Guerre et des
Deportes (MNFGD), which has built up & variety of services
and maintained underground contacts with the camps in Germany.
The Commissariat of Prisoners, Deportees and Refugees in the
De Gaulle Comm ittee, headed by Henri Frenay, has prepared
a long-range program for their repatriation and rehsbilitation.

Mig_s_g;_‘iﬂ. The functions of Frenay's
Commissariat are (1) to furnish moral and material aid to
these groups and their families; (2) to organize and execute
their repatriation; and (3) to prepare for their reintegration
into the national life and "safeguard their rights". It has
two secticns. One section helps families of prisoners and
SEGRED




refugees, sends packages to prisoners, and maintains rest
cemps and associations for those who have escaped from France.
The other section is to deal with the movement of French

nationals from German camps via reception centers in Alsace-

Lorraine to their homes, the return of displaced persons in
France to their proper homes, and the reméval from France of
Germans and other foreign groups. This section is divided
into two branches, one of which will handle all movement
inside France and does not intend to use UNRRA funds. The
other branch will concern itself with the international aspects
of the problem, and presumably will avail itself of UNRRA
aid. '

In the combat zones the Commissariat will only -
have a few representatives. In the zones of the interiqf
and during the period of actual repatriation it will be
greatly expanded.

The Commissariat is formulating ambitious flana
for the prisoners and deportees. These plans invﬂive medical
treatment, family adjustment, economic classificetion, and
rehebilitation. The Commissariat proposes to hold the return-

ing Frenchmen in reception centers, if necessary, in order
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adequately to deal with medical or family adjustment problems.
It ﬁlans to repatriate first those who have been away longest
or who are in the economic categories most needed in France.

Many of Frennyfs critics in the ilﬁiera Assembly agree
with the desirability of these plans, but voted to cut sharply
his reguest for supplementary credits because they felt the
plans impractical. There has also been objection to Frenay's
policy of urging Frenchmen in Germany to be disciplined, to
remain quiet and to wait. There have been charges that Frenay
is using public funds to build a private political association.

Behind these criticisms is the apparent distrust of
Frenay shared by Communists, trade-unionists, parliamentarians,
and certain Gaullists. These persons feaur that he may have
ambitious personal plans for the post-war period. They see
in his organization a.nd its affiliate, the MNFGD, a powerful
political bloc. They appear concerned with Frenay's Rightist
political views and fear he may use both the ﬂummis.tsariat and
the MNPGD to further the political programs afdgggh;g, the
conservative resistance movement which he led in France.

The ggggp The impetus for this movement came from
Frenchmen in German camps anxious to maintain contacts with

their homefront resistance groups. By early 1943 the units
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in France in liaison with the camps had been merged into
three general associations. On 12 March 1944 these associa-
tions were fused into the MVFGD. The movement's principal
officers--a four-man dire:ctnrat.e, a secretary-general and
the chiefs of services--all are escaped prisoners of war.
Most of them are young men with an aptitude for action and
discipline which involves a certain contempt for parliamentary
procedure. Apparently these leaders intend to use their
organization as a pressure group to obtain the following
results: a swift and effective purge program in France,
the continuation of their organization intact, recognition
of the special sufferings incurred by their membership, -
appropriate representation in the French Government, the
enactment of laws sanguarding their special rights and
interests, and the postponement of all elections (including
municipal) until after the return of prisoners and deportees.
Communications with the camps in Germany have been
almost entirely centralized in the hands of the movement,
which maintains close liaison with the Commissariat. The
services conducted by the movement have included propaganda,

relations with other resistance organizations, economic

assistance to families of prisoners and deporteasm
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of Vichy bureaus concerned with prisoners, and such technical
functions as assisting escapes and directing actions by the
French in Germany. An estimated 80,000 French prisoners were
reported to have escaped to France by September, 1944.

B

0 WA~
William J. Donovan
Director

e A e a.
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OFFICE OF STRATEGIC SERVICES | e
WASHINGTON, D. C. W
F :

21 October 1944

Miss Grace Tully

The White House
Washington 25, D. C. .
Dear Grace:

I believe the President will be interested
in the attached report. Will you kindly see
that it reaches his desk.

Thank you.

Sincerely,

William J. Donovan
Director




OFFICE OF STRATEGIC SERVICES
WASHINGTON, D. C.

BECLASSIAED
E 0. 11§62, Bee. NE) snd KD) or (@ /-
En 001632 \ay 11974 <1 October 1944 /6% sS

MEMORANDUM FOR THE PRESIDENT

I believe you will be 1ntaraata&iin the following
report on political developments in Italy which we
have just received from our representative in Caserta:

"l. Saragat on behalf Socialisﬁ Party has asked
Sforza not to accept post for United States so as to
be available for Prime Minister in event cabinet crisis.
Sforza replied that he was committed to accept but will
think matter over.

"2 _Soci?.liats will urge Modigliani for Fascist
ﬁurgu commissioner if Sforza leaves.

"3. Nenni now planning campaign for launching his
plan advocating Republican alliance. Nenni will pour
water in his revolutiocnary wine to entice support of
left wing groups.

"4, Communists have not been taken into confidence,

Nenni wants to retain initiative all for self to show

SEERET



Togliatti, Italians and world public opinion that he
too can be political strategist and government maker."

Tl

. PN R
William J. Donovan
Director

L



21 October 1944

Miss Grace Tully
The White House
Washington 25, D. C.
Dear Grace:

I believe the President will be interested
in the attached report. Will you kindly see
that it reaches his desk.

Thank you.

Sincere.y,

Bl

William J. Donovan
Director

!‘!h -
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21 October 1944 ﬁ' /:
e 0SS
MEMORANDUM FOR THE PRESIDENT
I believe you will be interested in the following
dispateh which we have just received from our representa-
tive in Bucharest:
"A highly reliable and well informed source reports
that in the late morning of October 17th Niculescu
Bujusti, Roumanian Foreign Minister called on General
Vinogrodov, Head of Russian Armistice Control Commission
and presented strong official protests re suppression

.of newspaper Universal and National Peasant Party rally

scheduled for October 15th, He presented fully docu-
mented evidence concerning nature of occurences which
took place on afternoon of Friday October 13th in front
of palace and which had been characterized as Russian
Ordevas pro-Faseist demonstration. At the end of the
interview Vinogrodov stated to Bukesti that the ban on
newspaper Universal would be lLifted and the paper could
appear again starting Thursday October Il9th. He further
stated that he would give favorable consideration and

HEUSSHD
E O, 11662, Bse 8E) and 5D) or (E) D

QLip colean. Y ﬁm
By G pate MAY__1 137



early reply to recuest for lifting suppression political
allies, He categorically disclaimed Meniu as Fascist or
National Peasant Party as Fascist organization. As
result these statemente by Vinogrodov political situation
here temporarily eased although cabinet crisis continies
and new government expected to be formed at any moment.
"The s&me source, who is strongly anti-Carol and
pro-_-uiuhael, also reports that news received here to
the effeet that former King Carol has left Mexico on
Argentine vessel presumably bound for Lisbon is causing
considerable consternation in all official and unofficial
circles save only the small clique of individuals who would
benefit personally from Carol's return to Roumania.
Lecording to this suurca' and many other well placed and
reliable informants, Carol was the man most responsible
for orientation Roumanian foreign policy toward Gerumany
and for eat.ahlishp:;:nt of Dictatorship and muppression of
democratic processes in this country. Source expressed
concern at prospect that Carol's movements might escape
Allied notice with result he might suddenly arrive Roumania
znd create impression here he had come wit.h full approval

of the United Nations.
Nllli.am Je Donmm

Director
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