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Preface

As conceived, this history was aimed at satisfying the need of employees of the Central
Intelligence Agency, especially new or young professional ones, for a comprehensive and
detailed account of the agency’s origin. It was completed in 1975, classified SECRET, and
reproduced in sets of two volumes each.

The security classification has recently been reviewed, and the manuscript, shorn of no
more than six typewritten pages of material, is now declassified. Thus released for leisurely
reading outside the office, and printed in one volume, this history should better serve its
original purpose.

It has, of course, been re-edited. For reasons of accuracy and clarity, and because of
changes in judgment, I have added or deleted some words, phrases, and a sentence or two in
the text. [ have been permitted by the family of the late James Grafton Rogers to add a score
of lines from his unpublished diary. I have not felt it necessary to revise or rewrite this history,
although I know it would read differently here and there if it had been written at the end,
rather than the beginning, of the last several years of accusations, revelations, investigations,
and reforms that have centered on the CIA and American intelligence generally.

The work has not otherwise been revised. There are, consequently, three matters which
particularly need updating here as a result of additional research or recent developments.

The first of these is the unexpected decision of President Hoover in 1929 not to appoint
the then Colonel Donovan as Attorney General in the new administration. The text says
(p. 26) that the reason had “something to do with Donovan as a Catholic.” It is clear from
Hoover’s own handwritten statements, which I have reviewed at the Hoover Library in Iowa,
that the explanation is complex, personal, and even contradictory rather than simple as the
text suggests and as has hitherto been proposed.

While Hoover and Donovan were reputedly long-standing personal friends, the new
President felt for a variety of reasons touching Donovan—his “immaturity of mind,”
administrative inexperience, pressure tactics involving religion, philosophical and policy
differences on prohibition, and political liabilities agitating powerful senators—that Donovan
could not be brought into the Cabinet either as Attorney General or as Secretary of War, an
alternative position often considered open to him.

At the same time, however, Hoover offered Donovan, as a substitute, the governor-gen-
eralship of the Philippines, which was, wrote Hoover, “the greatest position at the disposal of
the President—greater than any Cabinet position”; but he felt he was doing so “at great per-
sonal risk in case through immaturity he (Donovan) should fail.” Clearly this was a decision
which needs greater study than can be given here.

A second subject requiring comment is the role of Sir William S. Stephenson as Britain’s
intelligence chief in the United States in World War II. His story was first told in H.
Montgomery Hyde’s The Quiet Canadian or, in its American edition, Room 3603. It has been
recently retold, more successfully but not more reliably, in 4 Man Called INTREPID by the
homonymously-named William Stevenson. The story, an impressive and fascinating one, has
never been told, however, on the basis of publicly available primary sources, and consequently
many claims or details remain undocumented. Two of these need mention here.
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The first is the remarkable quotation attributed by author Stevenson to Donovan (p. 5
of A Man Called INTREPID) detailing the time, place, and subject of conversation of the
first meeting of Donovan and INTREPID—1916, England, and German military and
psychological weaknesses. This quotation directly contradicts the assertion made by Donovan
himself in 1944 (p. 36, infra) that he ““did not know” INTREPID in July 1940 but “met him
only wafter [my] return” from London in August. How Donovan and INTREPID can be
reconciled on the latter’s claim to a long-standing, pre-1940 acquaintanceship with Donovan
remains an open question.

Another controversial point is the equally, perhaps more, remarkable claim put forward
by author Stevenson that INTREPID regularly met with President Roosevelt in 1940-41 in
Washington not only clandestinely but also without the knowledge of any cther American or
local British officials. Until evidence for this claim can be advanced it must be treated with
reservation. My own opinion is that whatever contact INTREPID had with Roosevelt prior
to Pearl Harbor went through either J. Edgar Hoover or FDR’s personal friend Vincent
Astor.

A final subject for comment is the “leak™ in 1945 to reporter Walter Trohan of the
Chicago Tribune of both the Donovan and the JCS plans for a postwar, peacetime central
intelligence organization (pp. 255-60, infra.). As for the identity of the culprit, Donovan’s
suspicion fell immediately upon J. Edgar Hoover, and his suspicion has become the
conventional wisdom on the subject. As the text indicates, however, | had developed doubts
about Hoover’s sole, if any, guilt in the matter. The pattern of similar leaks later in the year
suggested that elements in G-2 might well have been involved. Even so, | was not ready for
the revelation made to me, first in correspondence, then in face-to-face meetings, by Trohan
himself, when I was finally able to get in touch with him.

\

Who “leaked” the documents? Trohan says he was called by Steve Early, the
President’s secretary, given the documents, and told that “FDR wanted the story out.” How
this revelation can be squared with what I have written here about the Donovan-Roosevelt
relationship, how FDR’s purpose, strategy, and tactics can be determined and assessed, also
requires more exploration than can be offered here. Suffice it to say that I think, and
Trohan agrees, that both history and fairness to Hoover require that Trohan’s story at last
be put in the record.‘\\



Preface to First Edition

The coupling “Donovan and CIA™ in the title of this work is intended to focus attention
on a felt need of people interested in the origins of the Central Intelligence Agency.

Such people have never felt too sure as to the precise connection—if any—between the
man and the organization. They have known of course that his Office of Strategic Services
preceded CIA in time and left it a legacy of personnel, experience, techniques, principles,
and traditions. They have known that late in 1944 Donovan sent to President Roosevelt a
plan for the establishment of a permanent, peacetime central intelligence organization.

They have also known, however, that the OSS was abolished by President Truman on
September 20, 1945, that some salvageable parts were sent to the State and War
departments, and that Donovan went back to New York to the practice of law. They have
also known that four months later Truman, using the remains of OSS, created the Central
Intelligence Group and then eighteen months later he and Congress replaced that by the
present CIA.

What, then, asks the inquiring reader, was the connection between Donovan and CIA?
Was Donovan merely a testator leaving property to a distant and unrelated heir? Was OSS
anything more than a valuable precedent and example? Had Truman actually created a new
building out of old bricks? Or is there, asks the more perceptive reader, an organic—a
substantial, lineal—connection between Donovan and OSS? Is there, in fact, a “missing
link” which makes CIA not only a successor but also a descendant—a blood relative—of
0S§?

The thesis of this volume is that there is such a “missing link” * and that CIA
historically and substantively embodies Donovan’s creative conception of a central intel-
ligence organization. What follows in these pages, then, is not a series of episodes in
intelligence history but a continuous narrative tracing the evolutionary development of CIA
as an integral element of the structure of the U.S. government.

* Those readers who cannot wait to discover that missing link may turn to p. 409 for a preliminary slaking of
their curiosity.

vii



Acknowledgments

Rather belatedly 1 acknowledge my indebtedness to Amb. Richard Helms, who, when
Director of Central Intelligence, yielded to Col. Lawrence K. White, Hugh T. Cunningham,
Lawrence R. Houston, and Walter L. Pforzheimer and authorized me to undertake some
research which has led—undoubtedly to the surprise of all of us—to the open publication of
this history.

This volume, in this edition, owes its existence immediately to Mr. James P. Hanrahan,
Director of the Center for the Study of Intelligence. It was his initiative that set the
publication process in motion, and it was his support that made available to me valuable
time for coordinating the elements of that process and especially for reviewing, editing,
indexing, and proofreading the entire work. I am much indebted to him.

Also at the Center and deserving of my thanks are several present and past associates
who helped me resolve many problems of fact, syntax, style, and punctuation. 1 think
particularly of George W. Allen, Paul H. Corscadden, James M. Dunn, and Richard Kovar.
Our secretaries, Patricia A. Herchenroder and Geraldine A. Simchick were unfailingly
cooperative. Kathleen F. Seroskie provided last-minute assistance with the index.

The entire manuscript was very carefully read by another colleague, Hayden B. Peake;
and portions of it were read by Lawrence R. Houston and Walter L. Pforzheimer, and by
Vernon E. Davis formerly of the JCS Historical Division. Shortly after it was written it was
also read in its entirety by Otto C. Doering, Jr., now deceased, and Thomas G. Belden, then
with the Intelligence Community Staff.

All of the people mentioned above made many valuable comments or suggestions for
change—not all of which I could or would accept—and hence whatever shortcomings are
contained here are mine alone.

For much help at the FBI and for many hours of enjoyable, profitable discussion of the
subject of this book I owe thanks to Lawrence McWilliams, now retired.

I am grateful to Thomas T. Thalken and Robert Wood, Director and Assistant
Director, respectively, of the Herbert Hoover Presidential Library in West Branch, Iowa, for
the pleasant hospitality they afforded me when I reviewed some Donovan papers in the
library.

[ also thankfully acknowledge the permisson of Ranger Rogers, Lorna Rogers Hart,
and Hamilton Rogers—all of Denver, Colorado—to quote from the valuable unpublished
diary of their late father James Grafton Rogers, a diary which is in their possession and for
which they claim copyright.

The job of putting out this printed edition involved many persons in the Office of Logis-
tics, Printing and Photography Division. My thanks are extended to all of the production
personnel in that Division, especially to the members of the Composing Branch.

viii



Acknowledgments in First Edition

I recall with gratitude the large number of people who in one way or another have
given me their support in the research and writing of the pages that follow. Heading that list
are four men whose support was actually indispensable.

Three of these have served successively as CIA’s Director of Training during the years
I have worked on this volume and on its predecessor, “COI and British Intelligence: An
Essay on Origins.” In order of time they are John Richardson, Hugh T. Cunningham, and
Alfonso Rodriguez. The first helped me get started, the second provided what some called
“the Cunningham fellowship,” and the third—beginning as Deputy Director of Training—
has steadily and generously encouraged me.

The fourth man at the head of the list is Mr. Walter L. Pforzheimer, former Curator of
CIA’s Historical Intelligence Collection. He has been a friend to me when and where it
counted, as it so often did. His assistant, Mary Christine Flowers, has facilitated access to
many items in that valuable Collection.

I am also indebted for support or counsel to the following former Agency officials: Col.
L. K. White, Executive Director-Comptroller, Mr. Lawrence R. Houston, General Counsel,
and Dr. Howard Ehrmann, Chief of Historical Staff. For permitting me to work on this
project, 1 am indebted to a succession of immediate supervisors: Burney B. Bennett,
Lawrence C. Bangs, John W. Morrison, and Donald E. Smith, who has helped bring this
work to completion.

I owe Caroline L. Pumphrey and Mary Ann Wilson much thanks for their assistance in
ferreting out OSS archival material. The typists who have worked on these many pages—
and my many corrections—are Jane Early, Bonnie Raye and her fine OTR/TAP staff of
Betty Tompkins, Mary Lou Ramey, Pamela Patchett, Millie Sullivan, Brenda Preston, and
Donna Lambdin. The art work—the cover, charts, illustrations—are the work of Thomas A.
Donlon, Jr., Chief of the OTR Visual Aids section, and William E. Miller of his staff.

I am very much indebted to the many people whom I have interviewed or with whom 1
have corresponded. They are listed in my bibliography, but 1 must specifically mention a few
who have been notably helpful on many occasions: Mrs. William J. Donovan, Otto C.
Doering, Jr., of Donovan Leisure Newton and Irvine, and Sir William S. Stephenson.

Digging out material in numerous archives and libraries would not have been possible
without the knowledge, experience, and cooperation of such as the following: at
Washington’s National Archives, Thomas Hohmann, William Cunliffe, John Taylor, and
William G. Lewis; at the Franklin D. Roosevelt Library in Hyde Park, N.Y., Jerome V.
Deyo, Joseph W. Marshall, Robert H. Parks, and Paul McLaughlin; at the Naval History
Division in Washington, Dr. Dean C. Allard, Mrs. Kathleen M. Lloyd, and Mrs. Mae
Seaton; at the Truman Library in Independence, Missouri, Philip D. Lagerquist; and Melvin
Margerum at the Office of Management and Budget in Washington.

ix



acknowledgments in first edition

For access to the records of the Department of State, | am indebted to Dr. Arthur G.
Kogan. At the Pentagon 1 received assistance from Dr. Rudolph A. Winnacker in the Office

of the Secretary of Defense; and Wilber Hoare and Vernon E. Davis of the Joint Chiefs of
Staff provided much friendly advice and assistance.

The former Governor of New York, Nelson A. Rockefeller, gave me access to his
private papers and placed at my assistance Mr. John E. Lockwood of his staff and Dr.
Joseph W. Ernst, Archivist of the Rockefeller Family and Associates. For the text of

Donovan’s off-the-record speech to The Union League of Philadelphia, I am indebted to Mr.
Maxwell Whiteman, Archival Consultant of that organization.

Mely Becker, Cathy Adams, and Renee Perrin have helped me ready this volume for
reproduction by the Printing and Photography Division of the Office of Logistics.



A-2
AFHQ
BEW
BSC
CCS
CIA
CIAA
CICA
CIG
CIPA
CIS
CIS
CNO
COl
CominCH
COS
CRS
CWIP
DCI
DDIC
EBD
FBI
FBIS
FCC
FEA
FID
FIS
FN
G-2
IAB
I11C
IRIS
JCS
JIA
JIC
JIS
JPS
JPWC
JSC
JSSC
MID
MIS
MI-6
MOI

Abbreviations

Army Air Forces Intelligence

Allied Forces Headquarters, London

Board of Economic Warfare

British Security Coordination

Combined Chiefs of Staff

Central Intelligence Agency

Coordinator of Inter-American Affairs
Central Intelligence Coordinating Agency
Central Intelligence Group

Central Intelligence Planning Agency
Central Intelligence Service

Central Intelligence Services (CIG)

Chief of Naval Operations

Coordinator of Information

Commander in Chief, U.S. Fleet

Chief of Staff

Central Reports Staff, CIG

Committee on War Information Policy, OWI
Director of Central Intelligence

Deputy Director of Central Intelligence
Economic Defense Board

Federal Bureau of Investigation

Foreign Broadcast Information (or Intelligence) Service
Federal Communications Commission
Foreign Economic Administration

Federal Intelligence Directorate

Foreign Information Service, COI

Foreign Nationalities Branch, COI
Intelligence Division, War Department General Staff
Intelligence Advisory Board
Interdepartmental Intelligence Committee (or Conference)
Interim Research and Intelligence Service, State Department
Joint Chiefs of Staff

Joint Intelligence Agency

Joint Intelligence Committee

Joint Intelligence Staff

Joint Staff Planners

Joint Psychological Warfare Committee
Joint Security Control

Joint Strategic Survey Committee

Military Intelligence Division

Military Intelligence Service

Military Intelligence: Section 6 (U.K.)
Ministry of Information, U.K.

xi



abbreviations

NDRC
NIA
NSA
NSC
OCD
OCL
OEM
OEM/DI
OFF
OGR
ONI
OPD
OPM
ORE

ORI
0SS
OWI
PG

PW
PWE
R&A
SA/B
SA/G
SHAEF

SIS
SIS
SIS
SIS

SOE
SOS
SSG
SSU
WT

National Defense Research Council

National Intelligence Authority

National Security Act

National Security Council

Office of Civilian Defense

Office of Intelligence Coordination and Liaison, State Department

Office of Emergency Management

Office of Emergency Management/Division of Information

Office of Facts and Figures

Office of Government Reports

Office of Naval Intelligence

Operations Division, War Department General Staff

Office of Production Management

Office of Research and Evaluation (later Office of Reports and Estimates),
CIG

Office of Research and Intelligence, State Department

Office of Strategic Services

Office of War Information

Planning Group, OSS

Psychological Warfare

Political Warfare Executive, U.K.

Research and Analysis, OSS

Special Activities/Bruce, COI

Special Activities/Goodfellow, COI

Supreme Headquarters, Allied Expeditionary Force

Secret Intelligence

Secret Intelligence Service (MI-6), U.K.

Special Intelligence Service, COI

Special Intelligence Service, FBI

Special Intelligence Service, ONI

Special Operations, OSS

Special Operations Executive, U.K.

Special Operations Service, COI

Special Study Group, G-2

Strategic Services Unit

War Trade Intelligence, State Department

Xii



Figure

=R~ R I - LY I N VI

—
o= O

List of Figures

Title Page
Sketch of COI as approved by President Roosevelt, June 18, 1941 ............... 60
COI on August 1, 1941—a contemporary rough sketch ............................... 89
COI late in August 1941—also a contemporary sketch ... 90
COI organizational chart, October 10, 1941 ... 93
Relationship of JPWC and OSS to JCS and supporting agencies, June 1942 157
OSS organizational chart, January 2, 1943 ... 193
OSS organizational chart, November 20, 1944 ... 223
OSS organizational chart, June 1945 ... 279
State’s “Preliminary Organization” of national intelligence, November 1945 327
State’s revised “Preliminary Organization,” December 3, 1945 ................... 332
“Initial Organization” of CIG, February 8, 1946 ..o 354
Vandenberg’s reorganization of CIG, July 20, 1946 ... 364

xiii



Appendix

A
B

O v O Z 2" R« IOQmmmUIOon

N ~ X € < C 2 n =&

List of Appendices

Short Title and Date Page
Letter from Donovan to Knox, April 26, 1941 ..., 417
Memorandum of Establishment of Service of Strategic Information,

June 10, 1940 e 419
Designating a Coordinator of Information, July 11, 1941 ....................... 423
Executive Order 9128 (OWI), June 13, 1942 ..o, 424
Military Order of June 13, 1942 (OSS) ..o, 427
JCS 67 (OSS), June 21, 1942 ... ..cooiiiiiiiiiee e 428
JCS 68 (Reorganization of JPWC), June 21, 1942 ... 429
JCS 155/4/D (Functions of OSS), Dec. 23, 1942 ... 431
Executive Order 9312 (OWI), Mar. 9, 1943 ..., 435
JCS 155/7/D (Functions of OSS), April 4, 1943 ... 436
JCS 155/11/D (Functions of OSS), Oct. 27, 1943 ..., 439
JIS 89 (Postwar Intelligence Policy), Oct. 23, 1944 ... 443
Donovan’s Plan, Nov. 18, 1944 ... ..., 445
JIS 96 (Proposed Intelligence Service), Dec. 9, 1944 ... 448
JIS 96/1 (Proposed Intelligence Service), Dec. 9, 1944 ... ... 449
JIC 239/5 (Proposed Intelligence Service), Jan. 1, 1945 ... ... 451
Donovan’s Liquidation Plan for OSS and Statement of Principles,

AU, 25, 1045 e 455
JCS 1181/5 (Amended) (Establishment of a Central Intelligence Service) 459
Executive Order 9621 (Abolition of OSS), Sept. 20, 1945 ..o, 461
Truman’s Letter to Byrnes on Intelligence, Sept. 20, 1945 .......................... 463
Truman’s Directive on NIA and CIG, Jan. 22, 1946 .............................. 464
National Security Act of 1947, Feb. 26, 1947 ... 466
H.R. 4214 (CIA), July 15, 1947 ..o 467
S.758 (CIA), July 21, 1947 .. 469
National Security Act of 1947, Public Law 253, July 26, 1947 ... 471

Central Intelligence Agency Act of 1949, Public Law 110, June 20, 1949 473

xiv



List of Illustrations

Page

1. William J. Donovan—*an activist, full of imagination and energy” (p. 92) .. Frontispiece

Rear Adm. Walter S. Anderson, ONI director, who in 1940 established the
country’s first World War II organization to “run secret agents” ................ 18

. In 1940 at FDR’s direction, J. Edgar Hoover, FBI director, established a “Special

Intelligence Service” for operations in the Western Hemisphere, particularly

Latin AMETICA  ..oooiiiiiio oo, 19
“Little Bill” Stephenson, Britain’s wartimé intelligence chief in the United States 35
5. Colonel Donovan, Roosevelt’s Balkan emissary in 1941, at the Belgrade railroad
SLALION  .ooiiiiiiit et 38
Brig. Gen. Sherman Miles, G-2 in 1940-41, warned General Marshall about “a
movement . . . fostered by Colonel Donovan™ ... 41
Roosevelt and his one-man intelligence unit Vincent Astor (far right) taking off
on the latter’s yacht Nourmahal, Feb. 4, 1933 ..., 48
Capt. (fater Vice Adm.) Alan G. Kirk, ONI chief in 1941, joined Miles and Hoover
in an effort to forestall FDR’s appointment of Donovan as COI ... 50

10.

11.

12.

13.

14.

15.
16.

17.

18.

. Secretary of the Navy Frank Knox was “disappointed” in 1941 that Roosevelt was

“not making better use of Bill Donovan’s Services” .............cccoccviiiiiiiiiiiiinn. 58

FDR authorizes establishment of COI—an unprecedented American service for
intelligence and special Operations ...............c.cccoooiiiiiiiii oo 64

Col. Raymond E. Lee, attaché in London, thought COI was the result of his advice
to Donovan. Lee is shown here as a brigadier general in charge of G-2, 1941-42 71

Rooms 246, 247, and 248 in Washington’s State, War, Navy Building (now the
Executive Office Building) were the first home of Donovan as Coordinator of

Information ... 75
An interwar airscape of Washington’s Federal Triangle showing in the foreground

the Apex Building, which was Donovan’s second COI home ... 76
Archibald MacLeish—poet, Librarian of Congress—helped Donovan organize

scholars for intelligence SErviCe .............ocoooiiiiiiiiiiii e 79
A G-2 caricature of a COI “professor” ..., 86

Bolstering ‘““domestic morale” was the job of OCD, whose chief, Mayor
LaGuardia, is shown here Sept. 29, 1941, with his assistant, Eleanor Roosevelt 96

Milo Perkins, executive director of EDB, contested the economic defense field with

DONOVAN e 99
A bitter dispute with Nelson A. Rockefeller, youthful head of CIAA, eliminated
South America from Donovan’s propaganda responsibility .......................... 101

XV



list of illustrations

19.
20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

FDR puts his “O.K.” on COI’s first budget, Nov. 7, 1941 ...

On Nov. 7, 1941, FDR both excised “domestic morale” from COI’s budget and
sent Donovan the above suggestion for domestic propaganda ......................

Robert E. Sherwood (with Navy Secretary James A. Forrestal in 1945 in rear
right) was an early Donovan colleague who in 1942 collaborated in the
attempted “scattering” of COI ...

As Secretary of the Joint Chiefs of Staff, Brig. Gen. Walter Bedell Smith
supervised the reorganization of COI as OSS, a supporting agency of the the
TS e

Rear Adm. Theodore S. Wilkinson (shown here as a vice admiral in 1945) was
ONI chief in 1942 during “The Case of the Famous Ninety Humpty-
UMD IS e

Assistant Secretary of State Adolf A. Berle, Jr.: “I understand that I am Public
Enemy No. 1 in the COI” e

Maj. Gen. George V. Strong, G-2 in 1942-44 and for OSS an implacable foe all
the While ..o e

Rear Adm. Harold C. Train, ONI chief in 1942-43, requested studies from OSS in
order to keep it “occupied and out of the way of the Army and Navy” ... ..

Secretary Stimson likened his position between Donovan and OW] chief Elmer
Davis (above, March 1943) as that of “an innocent bystander in the case of an
attempt by a procession of the Ancient and Honorable Order of Hibernians and
a procession of Orangemen to pass each other on the same street” .............

The Joint Chiefs of Staff, who saved OSS from extinction in February 1943, left
to right: Gen. George C. Marshall, Army Chief of Staff; Gen. Henry H. Arnold,
Commanding General, Army Air Forces; Brig. Gen. John R. Deane, Secretary;
Adm. Ernest J. King, Commander in Chief, U.S. Fleet, and Chief of Naval
Operations; and Adm. William D. Leahy, Chief of Staff to the Commander in
Chief of the Army and Navy (the President). They are shown here with their
advisors at the Allied Conference (QUADRANT) in Quebec, Canada, Aug. 14-
24, 1943 e

A chart of the FBI's “Plan for a [Postwar] World-Wide Secret Intelligence
[ ETVIC R e

Col. Ludwell Lee Montague, G-2 spokesman in the JIS against Donovan’s 1944
plan for a postwar intelligence agency. As a civilian, Montague subsequently
became a member of CIA’s Board of National Estimates ............................

Brig. Gen. John Magruder, OSS Deputy Director of Intelligence, represented
Donovan in the JIC debate on Dec. 22, 1944 ...,

Rear Adm. Hewlett Thebaud, ONI chief, who chaired the JIC debate on a
POSEWAT AZENCY  ..oiiviiieiii e eeeeee ettt

Maj. Gen. Clayton Bissell, G-2 in 1944-46, thought Donovan’s 1944 plan was
“excellent for Germany but [not for] the democratic setup we have in this
COUNEEY .« .. e e

xvi

114

127

135

141

144

151

171

198

200

225

232

240

241



34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

list of illustrations

As head of COI/OSS Donovan often met with newsmen (as depicted above) but
rarely, if ever, made any public statements ...

Harold D. Smith, shown here on April 15, 1939, with FDR and Attorney General
Frank Murphy, receives his commission as Budget Bureau director. Smith
played a vital and not always sympathetic role in COI/OSS history ...........

“The Kremlin”—the OSS name for the Administration (now the East) Building at
25th and E Streets in Washington. Donovan occupied the lower right hand
corner of the building - ...

President Truman awards Donovan, for whom the President had no use, an Oak
Leaf Cluster for his Distinguished Service Medal, Jan. 11, 1946 ................

Though anxious to return to St. Louis, Rear Adm. Sidney W. Souers served as the
country’s first Director of Central Intelligence, Jan. 23 to June 10, 1946

Boyish-looking Lt. Gen. Hoyt S. Vandenberg was the second Director of Central
Intelligence, June 10, 1946 to May 1, 1947 ... ..

“An amiable Dutchman,” Rear Adm. Roscoe H. Hillenkoetter, was the third
Director of Central Intelligence, May 1, 1947 to Oct. 7, 1950. He was the only
DCI who headed both CIG and CIA ...,

Lawrence R. Houston (shown here about 1972) was the principal drafter in CIG of
the CIA section of the National Security Act of 1947 ...,

Clark Clifford (in a 1949 photograph) helped draft the National Security Act of
1947, which established the Central Intelligence Agency ...............cccoeeveennn.

Shown here in his World War II uniform is Walter L. Pforzheimer, who kept daily
watch for CIG on the passage through Congress of the National Security Act of
104 e

The original text of the National Security Act is preserved in the Diplomatic
Branch of the National Archives in Washington, D.C.—Stack 5 E 4, Row 12,
Compartment 4, Shelf 4 e,

The 1947 act was first signed by Representative Martin and Senator Vandenberg.
It was then signed by President Truman in the cabin of his plane just prior to
taking off to see his dying mother ...

CIA’s Headquarters in Langley, Virginia, looking east-northeast with the Potomac
River, Maryland, and the District of Columbia in the background ..............

Maj. Gen. William J. Donovan; Coordinator of Information, July 11, 1941 to June
13, 1942; Director of Strategic Services, June 13, 1942 to Oct. 1, 1945; and the
“father” of the Central Intelligence Agency ..............ccoooviiiiiiiiiiiiiii,

xvii

257

262

288

345

352

360

378

403

404

405

406

407

412



Part One
PREWAR—-THE COI STORY

Chapter 1
A QUESTION OF PATERNITY

The Central Intelligence Agency, like success, has many fathers. Among them are two
presidents, a handful of Army and Navy officers, a British intelligence official, and a civilian
soldier. Their claims, briefly sketched and assessed here, will introduce not only the hero of
this story and a few of the myriad characters who people its pages but will also uncover a
convenient place to begin—a coincidence in 1929.

Pear]l Harbor is hardly a father, but something ought to be said preliminarily about its
significance in this matter. The Hoover Commission was not far wrong in 1955 when it de-
clared that

the CIA may well attribute its existence to the attack on Pearl Harbor and to the
postwar investigation into the part Intelligence or lack of Intelligence played in the
failure of our military forces to receive adequate and prompt warning of the
impending Japanese attack.!

Certainly after that event there were few, if any, people in this country who were not
convinced of the necessity for obtaining and utilizing whatever information would enable the
country’s leaders to anticipate and forestall another power’s hostile designs on the nation’s
internal and external security. This unanimity of opinion was summed up with death and
disaster in the slogan “Remember Pearl Harbor!” It undoubtedly set the climate of opinion
which made the debate in the immediate postwar world about a permanent foreign
intelligence establishment a debate not about its necessity but about its powers and
functions. CIA’s establishment in 1947 represented the public determination that Pearl
Harbor would not be repeated.

In 1939, however, long before this climate of opinion was fixed, President Franklin D.
Roosevelt, according to former Amb. George S. Messersmith, had taken the “initiative” and
conceived “the original idea” that led to CIA.? Messersmith was referring to the Inter-
departmental Intelligence Committee (IIC) which was essentially a counterintelligence setup
with, however, nothing positive among its potentialities—as events will show. Roosevelt’s
contribution, considerable indeed, will be seen to lie elsewhere, especially in his establish-
ment of the Coordinator of Information (COI) under the leadership of then Col. William J.
(“Wild Bill”’) Donovan.

The other President to be credited with CIA is Harry S. Truman. Certainly his
Memoirs make it clear that he had no small idea of the role he played; it was his felt need
for coordinated intelligence that caused him to push the idea of a CIA and be the President
who signed it into law. His daughter Margaret, a score of years later, counted the agency
among her father’s “proudest accomplishments.” > As President his role was indispensable,
but it was not creative; the snowball had already grown large when he put his shoulder to it.

Claims for the military and naval officers are three. First, the Army’s Col. Sidney F.
Mashbir has maintained that he and the Navy’s Capt. (later Rear Adm.) Ellis M. Zacharias
“at the direction of Fleet Adm. Ernest J. King . . . prepared the first draft and implementing
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directives for what has since become the Central Intelligence Agency.” * So it may have
seemed to them; but, as events will show, that was understandable myopia. Second, another
rear admiral, C. M. Cooke, Jr., has been credited with the idea, the “major factor,” that
started “the first official step to provide a unified war intelligence service.” * This was his
proposal late in 1942 for the establishment of an “Office of War Intelligence.” Cooke,
hewever, like Zacharias and Mashbir, was not in the mainstream of events but in military
backwaters. Third, Col. Ludwell L. Montague, later a civilian with CIA’s Board of National
Estimates, traced the agency’s origins not to Donovan’s proposal in 1944, as he maintained
people frequently do, but “to the much more sophisticated doctrine of the Army G-2 Policy
Staff,” especially as that doctrine was drafted by Montague himself.® While this subject will
be treated extensively later on, let it be maintained at the outset that Donovan forced the
Army and others to raise their sights much higher than they ever would have done under
their own powers.

The British claim for CIA fame has actually been expressed in terms of parentage.
William S. Stephenson, knighted by His Majesty King George VI for his intelligence labors
in the United States in World War II, has said that his organization “had a considerable
part in the upbringing” of Donovan’s COI “of which it was in a sense the parent.” ” This
claim will be fully aired in these pages. It need only be said now that the Stephenson story, a
genuinely intriguing one, must be read in the light of the Donovan story.

The reader has by now surely suspected that the protagonist of this drama is the
civilian soldier, the Irish Catholic New Yorker, William J. Donovan, a colonel in the Great
War, a major general in World War ]I, and in between a lawyer, public official, public serv-
ant, and political figure. “It’s a good thing,” FDR told Colonel Donovan at 2:00 a.m. on
December 8, 1941, “that you got me started on this [intelligence agency].” It was Donovan
indeed who “got” the President “started,” who served the country as its first chief of foreign
intelligence collection and coordination, and who, by his imagination, drive, and leadership,
compelled others to complete his building after he, like the Biblical cornerstone, had been
rejected.

Donovan was not the first, however, to perceive the need in the United States for a
central organization to coordinate the intelligence gathered and produced by the govern-
ment’s various intelligence services. Fully a decade before Donovan became Coordinator of
Information, one John A. Gade, until today hardly known to history, had turned his
attention to the inadequacy of what now is called “the intelligence community” and had pre-
scribed a central intelligence organization as the remedy. Coincidentally enough, Gade, in
New York, was doing so at the very time, the spring of 1929, when Donovan was leaving
government service in Washington to start his Manhattan law firm. Gade wrote a seven
page, single spaced analysis and prescription that provide us with a convenient introduction
to the intelligence setup into which Donovan would barge eleven years later as the country’s
first chief of central intelligence.



Chapter I
THE PREWAR U.S. INTELLIGENCE SERVICES

John A. Gade, born in 1875, had been an architect, naval attaché in Copenhagen in
1918-19, and a representative of the Department of State in the Baltic countries. In 1929 he
was with the New York banking firm of White, Weld & Company. What caused him at
that time to concern himself with intelligence is not known, but early in the spring he
broached to the Navy’s district intelligence officer in Manhattan, Comdr. Glen Howell, a
proposal for “some sort of a central Intelligence Agency [sic], reporting directly to Mr.
[Pres. Herbert C.] Hoover.” Gade planned to present this idea to the President “at some
future time.”!

On April 25, 1929, Gade and Commander Howell met at Governors Island with the
local Army intelligence officer, Maj. O. H. Saunders, and the three men read and discussed
the text of Gade’s proposal.

1. A “NATIONAL INTELLIGENCE SERVICE”

Gade described the “foreign information service” of the United States as “poorly and
inadequately informed,” suffering from a lack of organization, and particularly lacking two
things, coordination of the various services and a “clearing house” in which all information,
regardless of its source, could be “classified, analyzed, compared, sifted and rendered
available” to those who needed it. True it was, he noted, that our foreign commercial,
military, and naval attachés were under instructions to exchange information believed to be
of value to one another, but, he said, such exchange was hindered by “differences in point of
view, petty jealousy and other obstacles,” such as the fear of disclosure of confidential
sources. The services also suffered from a “sad” and “costly duplication of efforts,” often in
the same embassy where the different attachés could be found “gathering news on the same
topic or situation.”

In comparison with foreign countries “we were amateurs where they were past
masters.” The World War had given us an unusual opportunity to see at work the British
and French “highly developed military and naval intelligence services” and “their far
reaching secret services.” The United States learned much, made many valuable contacts,
but has now lost “most™ of this gain. One thing Gade at least retained was appreciation for
the British intelligence system—at least as he understood it—which he now put forth as a
model for the reform of the American structure.

British “tentacles” reached out to every corner of the world; the system’s “arms”
represented “‘an incredible number of responsible British citizens . . . be they recognized gov-
ernment servants or not.” Each government service—Navy, Army, Board of Trade, Home
Office, Foreign Office, Colonial Office, Secret Service—was “constantly informing” its
headquarters of interesting and important news. On receipt in London, the news was
“sifted,” and “if deemed of possible national importance” was “forwarded” to a “liaison
officer functioning” between the department and “a Central Source, in constant touch with
the Chief Government Executive.” Here at this “Source” were pieced together “all the bits
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of separate unintelligible or unlikely information.” Such were, in Gade’s terminology and in
his view, “the Wheel of British intelligence” and “the Central hub of the Wheel of
Information.”

From “the Central hub” radiated, of course, “spokes,” which terminated in the various
reporting “stations,” government agency or private citizen. The “Wheel” turned as well in
peacetime, when it turned on trade, business, and economics, as in wartime when it was
easily and smoothly, so wrote Gade, expanded to meet the military emergency. In peace or
war the “Wheel of British intelligence” effected great economies in cost, involved only a “lit-
tle overlapping,” and quickly checked “misdirected efforts.” “Gum shoe methods,” declared
this booster of British intelligence, “are frowned upon and discouraged.”

An American wheel, he contended, would work just as effectively. Raw data would be
more profitably exploited; the chief executive would be better informed; law enforcement, for
instance, prohibition—remember this was 1929—would be strengthened. Mindful of whom
he was dealing with, Gade was additionally quick to point out that a national governmental
information service would not impair the functioning of the existing services; indeed, in
terms of morale, efficiency, and productivity these services would actually thrive by being
“constantly reacted upon by the Central hub of the Wheel of Information.” Mindful of the
Congress and the public, Gade stressed that this Wheel would not be “an intricate national
secret service,” which “the sentiment of every American of common sense bitterly opposed.”

Gade laid out a procedure for researching his idea and getting it approved by the Presi-
dent, the Army and Navy, and “the Chief Intelligence Officer of the Department of State,
Commerce, and Justice.” He thought that the State Department, “the senior service,” was
the natural ultimate location for “the so-called ‘National Intelligence Service’” but that
temporarily it was better to let it function independently; such, he said, was found to be the
case in England. Since no funds were now available for operating this clearinghouse,
personnel could be borrowed from the services, and “certain particularly fitted persons”
might serve without pay. Perhaps these last included himself, for he would return to the at-
taché service in 1933 for six more years of overseas service, in Brussels and Lisbon, before
retiring at age sixty-five. For a chief of the service he again referred to his British model
where, he said, the “Chief Central Officer” is generally an admiral whose job was known to
none but the top people. Finally, and naturally, the service must eschew publicity.?

Now John Gade, whatever his merits as architect, banker and attaché, was not, as far
as any record shows, any great authority on the merits and demerits of the American
intelligence service. He certainly had an overblown conception of the merits of the British
system, which was not, in fact, a nicely integrated system at all. Certainly also he had a
naive view of the extent to which the British, who had a long secret service record reaching
back to Queen Elizabeth’s Sir Francis Walsingham, frowned upon “gum shoe methods.”

Nevertheless, Gade was sufficiently experienced in the workings of several diverse and
often conflicting American intelligence services to spot a fundamental weakness. This
enabled him to be the first to perceive the need for some better organization of their activity.
Hence, he laid out in 1929, ahead of his time, the idea of a central intelligence agency. He
had fingered the problem, proposed a solution, and considered some of the arguments, but
his proposal would have no organic relationship to the discussion of the subject which would
come up ten years later. Gade impressed none of his contemporaries.

Both Commander Howell and Major Saunders immediately dispatched copies of
Gade’s proposal to their superiors in Washington. In the Office of Naval Intelligence (ONI)
Capt. H. C. Cocke, USN, noted that the proposal “seems very fine in theory, and might
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work well in practice, but would slow up dissemination of information.” In any case, “the
Central Office” could not replace naval intelligence, which must continue to deal not only
with its own but also the foreign attachés assigned to Washington. Cocke concluded, as
every intelligence service would henceforth similarly conclude about itself, that “ONI cannot
give up its duty of War Service Information.”?

The proposal had a rougher review in the Military Intelligence Division (MID) where it
was doubted if Gade had any idea of the size of organization he was proposing; he had prob-
ably been reading about some “story book hero’” whose intelligence activities enabled him to
save the country. Did he have any idea who would do the evaluating? Who would distribute
the information? Who would be responsible if an agency acted on incomplete or inaccurate
intelligence?

The questioner, a Colonel Cooper, admitted that there was “room for improvement in a
number of the governmental information services,” but he saw the remedy “in evaluation . . .
rather than consolidation.” Each service should gather its own information, have it evaluated
by its own qualified people, and then distribute it; and if there were proper liaison
established among the services, there would be “little overlap.” Under Gade’s system, wrote
Cooper, there would have to be new sections “devoted to each of the using agencies (navy,
army, commerce, etc.),” and this would just be “additional overhead” without any
compensation. “I see nothing,” he concluded, “to be gained and many difficulties to be
overcome.” *

He was not the only one who saw it that way. On May 9 his chief, Col. Stanley H.
Ford, returned his review with this scribbled conclusion: “File this . . . I have talked to Maj.
Saunders and Capt. Johnson, O.N.I. and all seem to be in agreement with your comment.” *

Thus ended Gade’s attempt to coordinate the product of the American intelligence
services. It failed, because the intelligence chiefs said no, and their negative reflected their
unwillingness to be coordinated. For them coordination meant consolidation, i.e., a merger, a
union, a combining into one; Colonel Cooper, it should be recalled, had seen the remedy “in
evaluation . . . rather than consolidation,” which, incidentally, Gade had not proposed. It
would be the same no and the same fear of consolidation when, eleven years later, Donovan
broached substantially the same idea. But before we pick up Donovan, we must take a closer
look at those services which Gade proposed linking up in a “Wheel of Information.”

2. THE INTELLIGENCE SERVICES, 1929-36

When this New Yorker envisioned “the Central hub of the Wheel of Information,” he
dimly perceived the post-World War II “Director of Central Intelligence” and “the
intelligence community.” In 1929, however, there was neither. There certainly was no
“hub,” not even a president who, by any stretch of the imagination, thought of himself as
collecting, evaluating, coordinating, and synthesizing raw or finished intelligence systemati-
cally forwarded to him by agencies consciously fulfilling his informational requirements as
the prerequisite to policy-making. There was no intelligence community.

There were, in the fields of information and intelligence, only separate and uncoordi-
nated agencies, which must be viewed in the context of their time. Nineteen twenty-nine was
not the heyday of foreign affairs. The retiring President Calvin Coolidge had declared the
business of America was business, and appropriately enough he turned over the reins of gov-
ernment to his Secretary of Commerce, the newly elected President Hoover. The new
Secretary of State, Henry L. Stimson, began his term in March “with fewer worries about
American foreign relations than almost any of his predecessors.” ¢ Congress, reflecting the
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isolationism and pacifism of the country, had been stingy with funds for the national defense
establishment, and the Great Depression would soon cut budgets drastically. Nobody placed
any store in the systematic study of the capabilities, intentions, and vulnerabilities of foreign,
even hostile, powers. Indeed, there really was no such thing as “‘intelligence’ as the product
of consciously directed and coordinated effort.

While the word had been used for centuries in the sense of information, news, the
obtaining of information, the agency for secret information, or a secret service, it was not
until 1921 that it showed up in The Reader’s Guide to Periodical Literature, and then it did
so, like a leftover from the World War, under the entry of “military intelligence,” a Literary
Digest piece on MID. Even this heading did not reappear until 1939, and it actually was not
until 1970 that “intelligence service” was used as a separate topical entry. “Intelligence
community” has not yet appeared. In the meaniime, ‘‘spies,” “espionage,” and “secret
service” were annually chronicled, but such things seemed to be found, except in times of
war fever, in countries other than the United States.

In 1929 no U.S. agency conducted clandestine foreign intelligence operations abroad.
In 1929 no U.S. agency had foreign intelligence as its primary interest or activity, though
several were collecting information and intelligence abroad. In 1929 there was no adequate
machinery for liaison, for the sharing of the information collected in and about foreign
countries; too often, instead, cabinet secretaries almost ceremoniously had “‘the honor of
transmitting” to one another run-of-the-mill documents. In 1929 intelligence was neither a
profession nor a career; at best it was a one-time activity in an army or navy officer’s serv-
ice. Hence, when closely scrutinized, the intelligence services, which Gade proposed to
coordinate, will be revealed as small, weak stepchildren of their parent organizations.

Actually the State Department, “the senior service,” which Gade thought the logical
place for a ““clearing house™ of information, had no specific intelligence section or function
in 1929, and it would not get one until 1945 when it took over elements of the recently abol-
ished Office of Strategic Services (OSS).

State had had a “Division of Foreign Intelligence,” but this, a new version in 1917 of
the earlier “Division of Information,” was clearly a press office which distributed to
everybody—the department itself, the Congress, the state governors, universities, chambers
of commerce, and the domestic and foreign press—“items of any news value.”

State had supported the code-breaking “Black Chamber.” It was begun before the war
by H. O. Yardley, who was surprised to discover, shortly after joining the department as a
code clerk in 1913, the schoolboyishness of State’s own codes and ciphers. It was then moved
to the War Department, more hospitable to the idea than State, and proved a wartime suc-
cess. It continued after the war, still with the military but largely financed by State. In 1929
State’s Mr. Stimson was shocked by the discovery of the chamber within his own bailiwick,
albeit prudently located in New York City, and on that occasion struck his memorable blow
for gentlemanliness in foreign affairs. He closed up the chamber.

Gentlemen did not spy on one another either. Writing in 1967, George F. Kennan
recalled that the ‘“‘suspicious Soviet mind” had labeled the Russian research section in the
Riga embassy, where he worked from 1931 to 1933, as a “‘sinister espionage center,” but,
observed the former ambassador, “the United States Government had not yet advanced to
that level of sophistication.” The section, said Kennan, “had no secret agents, and wanted
none,” and was content to rely on ‘“careful, scholarly analysis of information legitimately
available.” 7 In 1929 State undoubtedly shared Gade’s opposition to “‘an intricate national

secret service.” As late as 1941 some officials in State were disturbed to learn that “in some
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manner” agents of the Federal Bureau of Investigation. (FBI) were obtaining in South
America copies of foreign official correspondence.®

In 1929 State could lock back, and not without some pride, on a long history of overtly
collecting information on foreign countries through the medium of a relatively large number
of diplomatic, consular, and special missions abroad. State had begun to do so almost one
hundred years before the Army and Navy established their intelligence departments and
sent attachés to foreign posts. While State’s people were by no means all qualified, full-time,
careerists, ably assisted and fully operative, they at least were in the field and provided the
bulk of Washington’s official foreign files.

Unfortunately, the information was not collected against any systematic requirements,
and “wide lacunae”® were found when World War Il erupted. When collected, the
information was centered almost exclusively in the dominant geographical bureaus or
“desks,” and was inadequately coordinated not only with other agencies but even with other
bureaus of State. Even so, the information was generally handled in the light of specific
events and problems and not analyzed in the light of basic developments and trends.

Writing in 1969, former Secretary of State Dean G. Acheson found the department, as
late as 1941, lacking any “ideas, plans, or methods for the painstaking and exhaustive
collection and correlation of foreign intelligence.” '* A competent student of the department
had observed in 1949 that “‘although a successful foreign policy requires a complete and ac-
curate knowledge of all pertinent facts . . . ,” State had “no centralized agency . . . to per-
form this function” until OSS was liquidated."

Of the military members of the State-War-Navy triumvirate, the Navy was the first to
establish a separate foreign intelligence department. The new “Office of Naval Intelligence”
was organized in 1882, under the impact of such developments as the switch from wood to
steel and sail to steam in the construction of ships, to collect and record such information as
would be useful to the department in peace and war. Originally in the Bureau of Navigation,
it was moved three times in the next three decades before finally settling down in 1915 as
one of nine subdivisions in the newly-created Office of the Chief of Naval Operations (CNO)
where it remained down to and throughout World War II.

At the outset collection was centered on detailed and technical data on the characteris-
tics of foreign navies, their ships and weapons, rather than on ship movements, their
dispositions, and the naval intentions of foreign powers. By the thirties, however, more
attention was being given to foreign naval strength and war capacity. Extensive work was
being done on the compilation of files and writing of monographs on naval science in foreign
countries, on the latter’s commercial interests, and on all aspects of foreign navy organiza-
tion and operation.

ONI conceived its duty “merely to collect its information and to place it in readily us-
able form in the hands of those who can make use of it, leaving its evaluation and
conclusions to be drawn from it to be determined by the ultimate consumer.” > ONI was “in
effect a post office,” according to one naval historian.’* While this view appears, in the light
of the many studies and monographs produced by ONI, to be an oversimplification, it was
not until 1937 that evaluation was made an official ONI function, and even then many naval
officers outside ONI considered its personnel not qualified to evaluate intelligence.

The chief source of all of ONT’s information was the attaché system, which had been
established within a few months of ONI itself. The first attaché was posted to London, and
others soon followed to other European capitals. Attachés acquired their information from



11 /the prewar u.s. intelligence services

the navy departments to which they were accredited, the naval and military officers with
whom they could associate, and from prominent political and industrial figures. The attachés
were expected to visit ships, dockyards, other government establishments, industrial plants,
and ports and to read all the relevant government releases, the newspapers, and journals.

Attachés were like the gentlemen in Mr. Stimson’s State Department. In 1930, for
instance, they were informed that the Navy did not “countenance” the frequently quoted
assertion that a naval attaché was a spy under the protection of international law. They were
instructed to shun the use of “dubious methods” in collecting information lest it bring a loss
of prestige to both them and the service. They were told that while espionage is necessary in
wartime there was no justification for the employment in peacetime of “secret agents.” Still,
their instructions did not mean that the attaché “must ignore the employment of agents
where they were required in investigations bearing on national defense and loyalty to one’s
country”; but they were left, perhaps to their confusion, with the warning that in all cases
where zeal had led an individual into “questionable activities” his “‘reputation and career did
not profit.” '

The attaché system in the interwar period had problems. First, attachés were never
very numerous, perhaps eight to ten in all at one time, and it was even difficult to keep that
number in the field. Second, they were often spread thin, covering too many countries, as in
1923, for instance, when the attaché in Berlin also covered Copenhagen, Oslo, Stockholm
and Helsinki. Third, funds were often in short supply, so that in some cases, Havana and
Warsaw in the early twenties, attachés, because they were paid out of State’s funds,'* were
practically employees of State. Fourth, ONI headquarters was not any better off.

Not the most prestigious division of the Navy, ONI was never very large; in 1931 total
personnel in Washington numbered eighteen officers, thirty-eight civilians, and a small
number of enlisted men; in 1934 there were twenty-four officers and a clerical force of
eighteen.' The naval districts throughout the United States were always understaffed; their
personnel had too many nonintelligence functions, and they often were not qualified as
intelligence personnel. The Naval Intelligence Volunteer Service, established in 1925,
suffered all kinds of serious deficiencies. Finally, sections of ONI, espionage and censorship,
for instance, were inactive in peacetime. Indeed, in many respects ONI functioned primarily
as a nucleus for a wartime operation.

The Navy initiative in establishing ONI may well have been “the principal reason,”
according to a historian of Army intelligence, for the Army following suit in 1885 with the
establishment of its own “Division of Military Information,” which soon became the
Military Information Division (MID).” Not that the Army disdained intelligence, its
wartime collection, or having on hand a body of qualified intelligence personnel; it disdained
none of these; but there was much opposition to the establishment of a separate depart-
mental agency for the performance of military information duties. Such opposition persisted,
even after MID was established, so much so that the same historian, writing at the end of
the Korean war, could assert that “the most striking feature in regard to the progress of the
departmental military intelligence agency from . .. 1885 . .. seems to be that it was almost
constantly under attack and usually on the defensive.” * As an aside, it might be noted here
that this long experience of constant insecurity could well have been a basic cause of the
bitter hostility that Army intelligence officials would offer Donovan, his intelligence
organization, and his postwar plans for a permanent American central intelligence
establishment.

The new-born Military Information Division had more growing pains than its Navy
counterpart. Originally established, seemingly tucked away, in the Military Reservations
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Division of the Miscellaneous Branch of the Adjutant General’s Office, MID rose to some
prominence in 1903 when it became one of three divisions in the newly created General
Staff. Within five years the three divisions became two, and this meant MID was merged
with, literally buried in, the War College, and there it remained until 1917.

The Great War brought MID into greater prominence, albeit temporarily. Its
personnel, three people in 1916, a drop from a total of four in 1885, skyrocketed to 209 in
1917, and to 1,441 in 1918. So with funds; from zero in 1885 and amounts of one, three, ten,
and eleven thousand dollars annually for the next thirty years, the budget went to
$1,000,000 in 1918, and to $2,506,000 in 1919.” Such mushrooming brought organizational
changes, which, because of MID’s importance to this study, need to be noted here.

On February 12, 1918, MID became the “Military Intelligence Branch™ of the
Executive Division of the five-part General Staff. On August 26 the branch rose to divisional
status as one of four divisions of the staff, and its chief was now the “Director of Military
Intelligence, Assistant Chief of Staff,” and a brigadier general occupied the post. Intel-
ligence held on to this relatively lofty position until September 1921 and the reorganization,
once again, of the General Staff. A fifth division, War Plans, was added. Since there was no
legal authority for the assignment of a fifth general officer, one of the divisions had of neces-
sity to be headed by a colonel. The lot fell to the director of military intelligence, who, for
the better part of the next twenty years, was a colonel, inferior in rank to his colleagues on
the staff and often to a number of foreign K military attachés. This status was “an
embarrassment” * which was promptly extended throughout subordinate echelons of military
intelligence and handicapped the service for years afterwards.

Meanwhile some impertant changes in terminology had occurred. “Intelligence” had
appeared for the first time in Army use when it replaced “information” in the “Military
Intelligence Branch™ established in 1918.2 This followed from the decision to base the
organization of the American intelligence system on that of the British with which it
expected to collaborate on the European battlefields. So also the continental army terms of
“espionage” and ‘“counterespionage” appeared. From the Rritish came ‘“positive” and
“negative” intelligence, the former being concerned with the military, political, economic,
and social situation abroad, and the other with the discovery and suppression of enemy
activity in the United States. “Negative” intelligence would yield to “counterintelligence,”
but “‘positive intelligence” remains standard terminology. Also from the British came
“Military Intelligence, Section One (MI-1)" and “Military Intelligence, Section Two
(MI-2)” and so forth to denominate the functional units in military intelligence.”? From the
French, via General Pershing’s headquarters, came the system of denominating staff
functions as “G-1,” *“G-2,” etc. Hence the Army’s intelligence chief became titled “Director
of Military Intelligence, Assistant Chief of Staff (G-2).” %

MID, or G-2, as military intelligence was now popularly known, suffered a postwar de-
cline in funds, personnel, prestige, and governmental and public support. The personnel
roster gradually declined from ninety in 1922 to seventy-four in 1929; it hovered around the
figure until 1936 when it dropped to sixty-six, an interwar low. There was, of course, a cor-
responding decrease in funds; the Depression, coming on top of isloationism and pacifism,
saw to that. Within the War Department itself, intelligence, headed by a colonel, was
quickly recognized as not the quickest way to stars. Aspiring officers shunned the attaché
system, which became the haven, with some notable exceptions, for wealthier officers who
were attracted to the social life of foreign military service.** Between the years 1919 and
1939, according to G-2, the Army itself did not fully understand the function, importance,
and scope of military intelligence in modern warfare. The prewar inadequacy of MID—data
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and records on subjects and regions—was “the direct result,” wrote a wartime chief of
military intelligence who will figure prominently in these pages, Brig. Gen. George V.
Strong, “of the years of neglect of the Military Intelligence organization in our Army.” »

While John A. Gade was primarily concerned with coordinating the intelligence
produced by State, War, and Navy, the big three of foreign reporting, he knew his “Wheel
of Information” would pull in data from such agencies as Treasury, Post Office, Commerce,
Agriculture, Interior, and the FBI, for they also were spokes in a wheel.

Since the preceding century, Treasury had been sending people abroad on regular
assignment. The first agents had been sent to audit the collection of consular fees; others
were later sent to monitor the performance of the consuls in the issuance of consular
invoices. Medical officers overseas helped enforce the quarantine laws and regulations. Other
Treasury agents reported on counterfeiting, smuggling, the drug traffic, and income tax
evasion. Indeed, Treasury, with its Coast Guard, Secret Service, Narcotics Bureau, Customs,
Alcohol Tax and Internal Revenue services, was, in effect, in itself an intelligence
community which often did pick up information pertinent to foreign affairs, but this was
only incidental to its major concentration on domestic affairs; and the information might or
might not be routed to all possible consumers.

Commerce, Agriculture, and Interior came into the foreign field long after Treasury. In
1927 Secretary of Commerce Hoover persuaded Congress to establish a separate foreign
commerce service in order to handle the current boom in American exports which
Commerce thought had become too much for the regular Foreign Service. In 1930
Agriculture succeeded in gaining authority from Congress to have its own agricultural
attachés stationed abroad. Finally, in 1935 even Interior’s Bureau of Mines got in on the for-
eign act, when it too was allowed to have representatives abroad. This proliferation of
attachés abroad, reporting each to his own departmental headquarters and, admittedly, often
providing excellent coverage on specialized subjects, did nevertheless provoke confusion,
duplication of effort, and jurisdictional disputes within the diplomatic and consular
missions.” This development only accentuated the lack of proper coordination of information
and intelligence in Washington.

The FBI had no foreign mandate until 1940; but because of its investigation of crime in
the United States, it inevitably acquired considerable amounts of information on persons, .
organizations, and activities that had some real or suspected relationship to the foreign
interests or national security of the United States. The bureau apparently had some long-
standing liaison with British security officials, and it could be called upon by the State
Department to undertake some special investigations overseas, as it did in London in 1940
when it took up the case of Tyler Kent’s release of secret State cable traffic to pro-Nazi
groups.” As with Treasury, perhaps even more so, this foreign activity was incidental to the
bureau’s primary interest, the investigation of crime with an eye to prosecution and
conviction.

This last point about the FBI was equally true, mutatis mutandis, of the other
information and intelligence services: they all pursued interests and fulfilled responsibilities
which were essentially the limited fields, respectively, of their parent executive departments.
Moreover, they worked according to their own traditions, procedures, and styles and did so
with all the zealously guarded independence appropriate to those autonomous and coequal
cabinet offices. Hence, the individual departmental interests were served, albeit not always
satisfactorily; but, in classical fashion, the general interest, in the absence of a concerned
president or a coordination mechanism, was regularly neglected.
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Nothing—Ieast of all the reform proposais of a private citizen, a New York banker—
would change this situation, even dent it, until Hitler, Pearl Harbor, and World War II
brought the intelligence services to the belated recognition of the need for strengthening and
reorganizing their capabilities.

This recognition began to dawn, oh so slowly, about 1936, when the country’s attention
began to shift from the Depression to the possibility of war. The intelligence services—small
and, uncoordinated, neglected by their superiors, Congress, and the public—found them-
selves really worrying about foreign spies in their midst.

3. SPYING AND COUNTERINTELLIGENCE, 1936-39

In 1936 the United States began to feel the effect of the intensification of spy activity
that had occurred after the rise of Hitler and the accompanying aggressiveness of Italy and
Japan. In March 1936 an ex-U.S. Navy officer, one H. T. Thompson, was accused of
stealing and selling naval secrets to a Japanese officer and was convicted and jailed in July.
In the same month another former naval officer, one J. S. Farnsworth, was arrested, and
subsequently convicted, on a similar charge, also involving a Japanese officer. Unsurpris-
ingly, the Navy warned the country that espionage always increased in times of naval
expansion. Rep. Samuel Dickstein had already warned the country against Communist and
Nazi spy activity, and at the end of the year Rep. J. Parnell Thomas urged action against
suspicious Japanese activity in the Panama Canal Zone.

For its part, the government, worried about the security of personnel, information, and
installations, began to take some protective measures. The FBI, at Roosevelt’s request, began
to investigate activities of Communists and Nazis. G-2 and the Navy, always concerned
about Japanese activity in California and near the Mexican border, tightened security,
especially regarding photography and flying near militarily sensitive areas. In 1937 the
Navy’s “estimate of the situation” particularly emphasized the need for counterintelligence
to protect fleet and naval shore establishments and industrial plants with a Navy-related in-
terest.”® Interestingly enough, the Navy cited the lack of a “central intelligence service as a
clearing house” as justification for pushing its counterintelligence program beyond the
traditional limit of matters having a ‘“‘naval interest” into areas normally covered by other
departments.”

Then in 1938 spy activity in the United States broke out into an unprecedented rash:
the FBI handled 634 cases of espionage whereas in previous years the average of such cases
was thirty-five. Easily the most sensational of these, indeed it was the country’s first major
espionage case, was the Rumrich case, which involved an Army deserter, Guenther Gustave
Rumrich, who was hooked up with a German spy ring targeted on U.S. military secrets.
This case would be especially instrumental in pushing the counterintelligence services toward
more cooperation in the fight against spies.

In this case, so many investigators—FBI, G-2, State Department security officers,
American and British postal authorities, and the New York police—were involved in the
detection and attempted apprehension of the eighteen persons who were finally indicted, that
fourteen of them managed successfully to become fugitives from justice. The FBI director
and the prosecuting attorney clashed at one point over responsibility for these escapes, and at
trial’s end the court castigated the investigative agencies for the disappearance of so many
defendants.® This fiasco provoked President Roosevelt to confer with the prosecutor,
announce the tightening of counterespionage activities as part of the military and naval
expansion, and then late in December 1938, to declare—somewhat prematurely, as events
would show—that the federal agencies were all coordinated.®

11
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Actually it would be another six months before any coordination was definitely
achieved, and that would occur only after 2 major row among the investigating agencies.
According to Whitehead’s The FBI Story, President Roosevelt’s approval of a $50,000
appropriation for the bureau’s conduct of espionage investigations gave it, in the absence of
any similar funds for any other nonmilitary agency, primary responsibility in the civilian
field. Accordingly, the bureau and G-2 worked out, with the approval of ONI, a cooperative
program, which was approved in principle by the new Attorney General, Frank Murphy, and
then communicated on February 7, 1939, to other investigative agencies of the government.
This communication, however, “kicked up an immediate storm”; State and other depart-
ments concerned ‘“balked.” *

At the storm’s center was one of State’s assistant secretaries, career ambassador
George S. Messersmith, who had recently played a major role in Roosevelt’s consolidation of
the commercial and agricultural attachés into State’s Foreign Service. Messersmith,
according to the Whitehead account, “called a conference of representatives from War,
Navy, Treasury, the Post Office, and Justice—but no one was invited from the FBI”—and
announced that Roosevelt had asked him to coordinate and control investigations of
subversion. War and Navy, says Whitehead, wanted the FBI as the coordinating agency, but
Messersmith, at a subsequent conference, wanted to divide espionage investigations among
the various agencies. Hoover, writing to Murphy, “waded into the scrap” denouncing
Messersmith’s suggestion and arguing that espionage cases required ‘“‘centralization of all
information . . . in one agency.” * Murphy’s biographer, writing of the Attorney General’s
role in the matter, pictured the former Michigan governor as taking “charge of the nation’s
internal security program” and asking the President to centralize all investigations involving
espionage, counterespionage, and sabotage in the FBI, G-2, and ONI. Murphy thereby
eliminated State, Treasury, and the Post Office from this field.*

Messersmith saw the situation differently. Writing long after the event, he declared
that he was specifically called in by Secretary Hull and informed that the President had a
new task for him. Roosevelt was quoted by Hull as saying that he had been for a long time
concerned with the duplication of activities by MID, ONI, and the FBI; they were, in
Messersmith’s recall of the conversation with Hull, “often following the same matter at the
same time and constantly crossing each other’s tracks”; and often getting into the same act
were “the Secret Service . . . certain agents which we had in the Department of State,* and
the Treasury agents.” The President found the duplication inefficient and costly and, in the
existing perilous circumstances, intolerable. What was needed, said the President, was the
coordination of the activities of these agencies, and he particularly stated he did not mean
the elimination of any of them.

Not only did Messersmith protest the assignment on grounds of health and overwork,
but he told Hull he was “extremely doubtful” that anything could be accomplished. This
was because in his experience there were no agencies in government more zealous in
protecting their preserves than these intelligence services; there were none more loath to
exchange information; they had their separate ways of working, would not disclose their
sources of information, and just did not trust one another. To all of which Hull replied that
it was the President’s desire that Messersmith get the heads of the agencies together.

So it was done. They were all invited to Messersmith’s Georgetown home for dinner
and business. All appeared except the FBI’s J. Edgar Hoover, a fact duly reported the next

* These seem never to have constituted a separate unit or service and have never been given adequate historical
treatment.
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day to Hull, and then to the President, who, according to the Ambassador, immediately got
the FBI director on the telephone and told him to be present at the next Georgetown dinner
or hand in his resignation! On the occasion of this meeting the President for the first time
personally explained to Messersmith his unhappiness with the duplication, his intention to
respect the present organization and work of each of the agencies involved, and his desire
that Messersmith meet regularly with the intelligence chiefs, facilitate open discussion of
problems, effect an exchange of information, and, if necessary in case of a dispute or
difference of opinion, decide which agency should foliow up on a particular matter. At the
next dinner, with the FBI chief on hand, and thanks to Messersmith’s tactful handling—
each chief was “closed up in his own box”—and Mrs. Messersmith’s good dinner, the
gathering loosened up and agreed on the establishment of machinery for collaboration,
weekly meetings, and a flexible agenda.”

However accurate and complete these accounts of the Messersmith conferences, the
President did issue a confidential directive providing for coordination, at least self-
coordination, of the country’s investigative agencies. This he did on June 26, 1939, in a con-
fidential message to the Secretaries of State, Treasury, War, Navy and Commerce, and to
the Attorney General and the Postmaster General. They were informed that all responsibil-
ity for the investigation of espionage, counterespionage, and sabotage cases was being
conicentrated in the FBI, MID, and ONI and that the heads of these services were being di-
rected to function “as a committee to coordinate their activities.” The others were directed
to stay out of these fields and immediately to turn over to the nearest FBI office any in-
formation they had on such cases.’*® On September 6, after the outbreak of war in Europe, all
the other law enforcement officials in the United States were publicly requested similarly to
contact the FBI. Thus, the internal security field was limited to the two military services and
the civilian FBI.

Pursuant to the directive, the heads of FBI, MID, and ONI constituted themselves the
“Interdepartmental Intelligence Committee (IIC),” which commenced holding regular
meetings for the exchange of information and the discussion of such problems as the
members cared to raise.” While the President’s directive made no provision for State’s
participation in the IIC, first George Messersmith and then, after his assignment as
ambassador to Cuba in 1940, Assistant Secretary of State Adolf A. Berle, Jr. attended its
meetings as the members’ friendly link with FDR. Certainly State’s man never functioned as
the coordinator of the other three; these—and their successors—did their own coordinating.
Representatives of other agencies attended meetings when their interests were involved.

Both the June directive and the IIC constituted a small step forward in the limited field
of “negative” intelligence. While the directive was only a general statement which was
productive of numerous jurisdictional disputes and had to be supplemented by subsequent re-
visions, it did remain throughout the war as the basic document delimiting the areas of oper-
ations of the three agencies in regard to espionage, counterespionage, sabotage, and
subversion. While the IIC lacked, as a Bureau of the Budget study would note, a chairman,
powers to command anybody, and formal machinery for coordination,® it did at least provide
for the voluntary exchange of information and served to bring the heads of the investigative
agencies together for mutual discussion.

Small as was this progress, both directive and committee figure importantly in this
story. First, they represent the nation’s first modern peacetime coordination of the
intelligence services. Second, they embody the ideal—self-coordination by a committee—
which the services would henceforward trumpet as the answer to the problem of improving
their capabilities. Third, they laid the groundwork for the FBI’s acquisition of a mandate for

13



11/the prewar u.s. intelligence services

operations in South America, and hence, as will be shown, for conflict between Hoover’s FBI
and Donovan’s COI and OSS. Fourth, they played a role in the development of the country’s
first feeble efforts soon to be taken in the field of foreign clandestine collection of both nega-
tive and positive intelligence.

4. G-2 AND ONI ON THE EVE OF WAR

However, apprehending spies ‘was not the only problem confronting the intelligence
services, especially G-2 and ONI. Keeping up with what was happening in the worsening
international situation was considerably more challenging and difficult.

By the summer of 1939 the world was on the edge of war. The Japanese had sunk the
U.S. gunboat Panay in the Yangtze River in December 1937. The Germans had absorbed
Austria, in the Anschluss, in March 1938. The tense situation had seemed eased, in
September, with the Munich Agreement, but by the end of 1938 new fears had been created
by the Japanese proclamation of a “New Order” in the Far East. Germany had absorbed
Czechoslovakia in March 1939, and in August, less than a month after Roosevelt had
ordered the intelligence services to get organized against spying at home, the Nazis and
Soviets had signed their nonaggression pact.

On September 1 the Germans invaded Poland, and then quickly tumbling upon one an-
other in such fashion as to challenge men’s knowledge, reference books, maps and files, came
such events as the entry of Soviet troops into Poland, the sinking of the Athenia, the German
use of magnetic mines, the establishment of a 300-mile safety zone in the Western
Hemisphere, the Battle of the River Platte, the expuision of the USSR from the League of
Nations, concern for the defense of Malaya, British staff talks with the Turks at Aleppo,
and the debacle in Norway.

The Germans’ 1940 spring offensive eventuated in the sudden collapse of France, the
Allies’ material losses at Dunkirk, and the frantic shoring up of beleaguered Britain. Many
diplomats and attachés had to leave their posts, and others had innumerable new problems
to handle; German psychological warfare was grinding out rumor after rumor; there was a
general worrying about new weapons of war. Normal sources of information were thus badly
disrupted or completely eliminated; new sources of misinformation were multiplied; and new
kinds of information became urgent necessities.

In G-2 a twenty-year old complaint had surfaced again in 1937. The chief, a colonel
among generals, Francis H. Lincoln, urged the Army Chief of Staff, who also had other
problems, to press for an amendment of the National Defense Act of 1920 so that the G-2
could wear stars like the other heads of the General Staff divisions. Lincoln explained how
bad it was for an inferior G-2 to have to deal with a rear admiral in ONI and other U.S.
civilians and even foreign representatives who outranked him.” Not until 1939, however, was
the complaint satisfied.

In 1938 the “disturbed international situation,” wrote the head of MID’s foreign
intelligence branch, George V. Strong, placed a heavy burden on his branch, and its
“satisfactory functioning’ was “‘seriously handicapped,” he reported, by a ““shortage of funds
and lack of adequate clerical and stenographic personnel.” This complaint was dutifully
forwarded to the Chief of Staff and incorporated in the next annual report,® but personnel,
for instance, remained at an almost all-time low for the crucial years of 1937, 1938, and
1939. In those years headquarters personnel numbered sixty-nine; not since 1916, and
excepting 1936 when the figure was sixty-six, had a lower total been reached. In 1940 the
sixty-nine became eighty, the highest since 1923.%
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The attaché system, unappreciated generally by the Army and somewhat detached from
other Army elements, because of “overzealous security policies,” was only slightly better off
than it had been in 1922. Then there were thirty attachés in thirty overseas posts; in
subsequent years attachés were as few as twenty.* At the outbreak of hostilities in 1939
there were thirty-four attachés and assistants, eleven of them in belligerent countries; by
June 1940 these figures increased to fifty-seven and twenty-eight, respectively, but, because
of the German advance, would soon drop to forty-eight and eighteen.*

The shortage of personnel and funds, General Strong would write in 1943, did not per-
mit an intelligence coverage “much beyond the combat intelligence training in our skeleton
combat units and keeping track of the main military trends and developments in the
important world capitals.” Gen. George C. Marshall, in 1945, would be less generous when
he would observe that ““prior to entering the war we had little more than what a military
attaché could learn at a dinner, more or less, over the coffee cups. . . .”#

ONI had been calling since 1935 for an increase in funds for intelligence, but
expansion to meet the emergency had moved hardly faster than in G-2. Headquarters, which
in 1938 was considered well-organized and ready for expansion, had in September 1939 only
seven more officers than the eighteen officers and thirty-eight enlisted men and civilians it
had in 1931.% The Naval Reserve was still deficient in 1938. By July 1939 two-thirds of the
naval districts had acted upon a directive outlining organizational and personnel needs.

The overseas establishment was described in 1938 as “woefully small”: twenty-seven
officers, thirty civilians and enlisted personnel, and a small number of naval officers, twenty-
two student officers, for instance, on specialized duty. The estimate in that year called for an
expansion abroad, especially in the Far East, Central America, and the Pacific. By July
1939, however, there were only seventeen attaché posts, of which nine were in Europe and
the rest in South America.*

Even so, ONI considered itself to be in fairly good shape. Answering the question ‘“‘Are
We Ready?” the Chairman of the Navy’s General Board informed the Secretary of the
Navy on August 31, 1939, the day before Hitler launched the war, that “generally speaking,
the Naval Intelligence Service is approaching adequacy as deficiencies of funds and
personnel are being remedied.” ¥ Six months later, with the continent reeling under the Nazi
blitzkrieg, the Director of ONI, Rear Adm. Walter S. Anderson, answering the same
question, informed the Chief of Naval Operations, Adm. Ernest J. King, that “generally
speaking, we are in a much better position now to meet any emergency than we were last
August.” Writing less than two years before Pearl Harbor, Anderson noted

. .. that the Naval Intelligence Service Operating Plans are considered sufficient
and effective, at home and abroad, to execute the task assigned Naval Intelligence
in basic War Plans. Given the personnel and material required for M-day we can
carry on. The present personnel situation in the Districts is favorable and
satisfactory. Additional personnel and funds are required here in ONI now and I
believe these will be forthcoming shortly. . . .*#

There was at least one area in which the Navy considered itself unprepared. It had been
singled out back in August when Anderson wrote the report which formed the basis of the
General Board’s reassurance to the Secretary about ONI’s readiness. At that time, August 18,
Anderson, noting that ONI’s service abroad consisted only of attaché reports and such
material as was received from War, State, Commerce, some commercial concerns, and from
some reserve officers traveling abroad, warned that ““a real undercover foreign intelligence
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service, equipped and able to carry on espionage, counterespionage, etc. does not exit.”
When compared with the activities of foreign nations, this “lack on the part of ONI,” said
the Director, is

. a distinct weakness. Naval intelligence is spending nothing. The amount of
intelligence received is in direct ratio to the amount of money made available, and
spent in support of such undercover work. The lack of a real undercover
Intelligence Service, in the foreign field, is considered a serious defect that should
be remedied.®

When reported to the Secretary on August 31, this warning read:

... The network of information [from abroad] is good as far as it goes, but the in-
formation obtained consists primarily of that which foreign countries are willing to
release. More adequate coverage in the Foreign Field is considered essential,
especially undercover. Further study of this matter is being made.*

Now, on June 10, when reporting to King on how good things were, Admiral Anderson
again noted the lack of any “intelligence network abroad,” but he confidently added—
Dunkirk evacuated, Mussolini declaring war on France, and four days from the fall of
Paris—that “when and if the need for ‘agents’ appears, I believe we can handle the
situation.” For some reason or other, perhaps it was the fall of Paris on June 14, the need
appeared very shortly, for within a week Anderson established an embryonic foreign
intelligence network, which, however, he himself admitted thirty years after the event,
“never got off the ground, because Donovan’s outfit took it over.” * In that same June
Anderson and his counterparts in the Interdepartmental Intelligence Committee were
cautiously setting up another foreign intelligence network, which, however, was basically
oriented to “negative” intelligence. Since both these activities seem to have developed
together, their origins must be briefly unraveled together.

5. TOWARDS CLANDESTINE FOREIGN INTELLIGENCE

On May 21, 1940, about a year after the IIC had been established, Assistant Secretary
of State Berle was reported worried about the security of railroads, warehouses, utilities and
the like and as thinking the Army and FBI should make definite plans for their protection.
The G-2, Brig. Gen. Sherman Miles, thought there was need for a strict line of demarcation
among the activities of the three investigating agencies. Anderson’s representative agreed
with the others that they had to meet again “to get something on paper.” *

About a week later both J. Edgar Hoover and General Miles brought forward proposals
for the coordination of activities. Basically there was agreement that the FBI should handle
investigations in subversion cases involving civilians in the United States and some of its ter-
ritories and that G-2 and ONI would handie those cases involving the military and naval
establishments, including civilians connected therewith, in the United States and in the
Panama Canal Zone, Panama, the Philippine Islands, Guam and American Samoa.
Uncertainty settled on the question of responsibility for cases originating in foreign
countries.

On this point Hoover pointed out that until recently the bureau had not extended its
activities into foreign countries. ‘“He explained confidentially that upon the instructions of
the President the bureau was arranging to detail men to Mexico City and Havana but that
this was the limit of the bureau’s operations in foreign countries.” Discussion then followed
on the jurisdiction and operations of the military and naval attachés, with Admiral Anderson

16



the prewar u.s. intelligence services /11

pointing out that naval attachés were never allowed to maintain “paid informants” in the
countries to which they were accredited. The conclusion was twofold: that a decision had to
be reached as to “the identity of the investigative agency” which should handie subversion
directed from abroad, and that Edward A. Tamm of the burean would consult with Berle in
order to get that decision.”

At their next meeting, June 3, they returned to Hoover’s proposals for coordination.
Again, they had problems with foreign-directed espionage, counterespionage, sabotage, and
subversion. They did agree, and they embodied this in the agreement they soon signed, that
the FBI would handle any foreign-directed cases upon the request of State, War, or Navy.
Even so, they had already “undertaken a discussion of a special intelligence service, possibly
to function at this time only in the Western Hemisphere.” On this new topic, General Miles
said he did niot want his attachés compromised. All agreed that trends in South America,
especially Colombia and Venezuela, should be watched closely. Berle said State would
happily cooperate if the Army and Navy wanted the FBI, which seemed the case, to
“establish a Special Intelligence Service on the east coast of South America.” Anderson,
who frowned on paid informants, stated “the Navy would be not only glad but anxious to co-
operate in setting up a foreign intelligence service.” The discussion ended appropriately
enough with the appointment of a subcommittee “to prepare a study of a proposed set-up for
a Special Intelligence Service.” * ~

~ The subcommittee, reporting June 6, proposed the selection of a “Chief of the Service”
with a satisfactory business cover to be located in a metropolitan industrial center,
preferably New York City, and to have assigned to him by the “governmental departments
subscribing to this agreement” highly qualified people who could *“develop as sources of
information nationals of the country in which they are to operate.” The government’s
interest in this service should be zealously protected. There should be a “Technical
Committee” to administer the service and facilitate the flow and distribution of information
to and from the operatives as well as the subscribing agencies.”

This report was approved by Berle, Hoover, Miles, and Anderson when they discussed
it on June 11. Miles had already received from Under Secretary of State Sumner Welles two
letters suggesting individuals whom the “Chief of the Service” might want to use. Anderson
thought the assignment of personnel and other detailed work on the service ought to be held
in abeyance pending approva! of the idea by both the President and the Secretary of War.
Berle was expected to get FDR’s consent.*

When this came, on June 24, it contained a surprise. Talking on the telephone with
Berle, with Miles in the latter’s office, President Roosevelt answered Berle’s question about
the formation of a unit for foreign intelligence work by saying “he wished that the field
should be divided.” He wanted the FBI, on the request of State, to “handle foreign
intelligence work in the Western Hemisphere,” and he wanted G-2 and ONI to “cover the
rest of the world, as and when necessity’” arose. This arrangement, he made clear, should not
supersede any existing intelligence work or preclude State from requesting the FBI, in
special circumstances, to conduct investigations outside this hemisphere.”

With this go-ahead signal, a “Special Intelligence Service” was established under the
auspices of the FBI. All IIC members agreed to support it financially.®® Hoover placed in
charge of it his Assistant Director, Percy E. (“Sam”) Foxworth and soon announced the bu-
reau would augment its undercover staffs in Mexico and Cuba but said he did not
contemplate sending intelligence officers to Canada or Greenland.”® Controversy soon
developed over an FBI official’s description of the work of the SIS as “encyclopedic” in
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Rear Adm. Walter S. Anderson, ONI director, who in 1940 established the country’s first
World War Il organization to “‘run secret agents.’”
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character. Miles wanted it kept strictly to subversive matters and not, in effect, infringing
on what was being collected by his attachés. Anderson thought no restriction should be
placed on its operations. While Miles and Hoover would debate the matter by correspond-
ence into October, the conclusion of the IIC in July was that no restriction should be
placed on the SIS’s operations but that primary emphasis should be put on subversive
activities.®

Meanwhile, on the day Berle announced the President’s decision to the IIC, and after a
lengthy discussion of the necessity for extending government intelligence operations abroad,
Admiral Anderson “advised he was undertaking a program to send out retired officers to
seaports to get acquainted with shipping operations, industrial conditions, etc., in order to
have sources of information in time of emergency.” ® Apparently he was referring to the
action he had taken a week earlier, on June 17, when he virtually leap-frogged the IIC by
establishing within the Foreign Intelligence Branch of ONI his very own “Special
Intelligence Section” (SIS). He had placed in charge a retired officer and given him a
yeoman as an assistant. The first directive to the new SIS described it as “practically a new
field for ONI” and ordered a study of available literature on the subject, consultation with
other government agencies, and a study of fields of operations, personnel, requirements,
communications, and administration. The SIS, known in Navy terminology as “OP-16-F-9,”
was established “to obtain, train and run secret agents,” and it was set up only seven days
after Admiral Anderson had advised the CNO that he could handle the situation when and
if the need for agents appeared.s

Thus by mid-June 1940, when France was falling and Britain seemed next to go, the
U.S. intelligence agencies had taken two small steps toward the initiation of the clandestine
collection of intelligence overseas. The U.S. had not one but two SISes.®® One, under the aus-
pices of the IIC and operated by the FBI, was restricted to the Western Hemipshere and
mainly sought counterintelligence but also picked up positive intelligence on request. The
other SIS, run by the Navy, was theoretically world-wide in scope; in fact, it had hardly a
score of people when, almost stillborn, it was taken over by Donovan over a year later.

Meanwhile, nothing beyond the IIC had been established to take care of that problem
of coordination with which John A. Gade had been concerned in 1929. Hardly anything was
even said on the subject. “Hardly” is used because of two fragmentary notes, which may, in
fact, have been just one.

First, in October 1940, according to Whitehead’s The FBI Story, J. Edgar Hoover and
Robert H. Jackson, then Attorney General, “discussed a proposal advanced by President
Roosevelt that Hoover take over the direction of all federal investigative and intelligence
agencies, coordinating their work from his FBI headquarters or from a special office.”
Refusing, however, Hoover said that “that plan would be very good for today, but over the
years, it would be a mistake.” * In view of the date of this alleged proposal it is quite pos-
sible that it had some connection with the correspondence and controversy which Hoover
was then having with Gen. Sherman Miles over the scope of the work of the new SIS. Such
problems were often taken by Hoover to the President. It is idle, however, to speculate any
further since nothing ever came of the proposal, whatever it was.

Second, someone else had a similar suggestion, about the same time, about the FBI
playing such a coordination role. The someone-—unknown, but judging from the proposal
itself, a Navy man—wrote a page and a half, dated it November 1, 1940, and entitled it
simply “Information.”

20



the prewar u.s. intelligence services /11

The writer began by contrasting the United States as “a ‘no snooping’ nation” with
those other great powers which maintained “elaborate and expensive” organizations for the
acquisition, collation, and maintenance not only of military and naval information but also of
information about “natural resources, economics, industry and social characteristics.” He
complained that the United States military and naval forces “at the beginning of every
hostile era” were ““in great distress for the lack of information,” and he concluded that basic
military necessities and present and future “mechanical and scientific developments” require
us to “change our passive efforts to positive action.”

The writer said the U.S. should establish under the FBI “a Foreign Information
Bureau whose primary object would be to obtain complete information concerning foreign
countries.” It should be run by a “Division Head,” an experienced investigator, accountable
only to the Director of the FBI or to the President. It should be organized somewhat like
ONI though its subdivisions would follow not geographical areas but “world ethnological
classifications,” and these units should be headed by Army and Navy officers who would
thereby be serving a “tour” in the information bureau. It should be under the FBI because
of that organization’s “particular mission,” the prior training of FBI personnel, and, frankly
because it would relieve the military and naval services of a source of possible
embarrassment.

In outlining its advantages, the writer argued that the proposed bureau would insure
the best possible information for all concerned, would insure “vitally essential coordinated
efforts by all Departments and a minimum of duplication,” and would make all information
simultaneously available to every interested party. “In effect it would be a single central in-
formation source for all government activities.” %

The writer’s page and a half, but not his identity, are all that remain of that particular
proposal.
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Chapter 111
COL. WILLIAM J. (“WILD BILL”) DONOVAN

By coincidence John A. Gade was in New York City drafting his proposal for a
“National Intelligence Service™ just about the time William J. Donovan, the future chief of
such a service, was leaving the government in Washington to start a new career in
Manhattan.

In 1929 Donovan was leaving the Department of Justice where he had been an
assistant attorney general for five years under Harding and Coolidge. He was leaving
because the new President Hoover had, by all accounts, reneged on a promise to make him
Attorney General.!

At 46 Donovan could look back, if he were so inclined, on a career that had brought
him national and legendary fame and that offered him, despite the disappointment of the
hour, the promise of private advancement and public service in the early future.

1. A LOOK BACKWARDS, 1883-1929

Donovan was at birth, New Year’s Day in 1883, an Irishman, a Catholic, a New
Yorker, and a Republican, and he would die in that status seventy-six years later on
February 8, 1959. His grandparents, both Irish Catholics, had emigrated from the old
country and settled in Buffalo, New York, in the predominantly Irish neighborhood of the
First Ward down by the waterfront. His parents, also Irish and Catholic, lived in the
grandparents’ “big, high-stooped brick house at 74 Michigan Street.” Their first born was
William, who added the name Joseph at Confirmation. There were eight other children, of
whom four died early of spinal meningitis. The home on Michigan Street was a center for
Irish immigrants, neighbors, and politics; “in our neck of the woods,” recalled one member
of the family, “you were born and died a Republican.”?

Donovan’s father never finished school; he played hookey instead and was finally
allowed by his father to go to work for the railroads and eveniually wound up as a
superintendent. Having regretted not getting an education, he started building a library at
home before any children were born. When they did come, they “grew up in the midst of
books.” * The young William was an omnivorous reader, and he remained one throughout his
life—buying, reading, and collecting books, making notes of them in his diaries or journals,
and copying out pertinent facts and quotable lines. Young William Joseph attended the
Christian Brothers’ School, and subsequently thought of becoming a priest, a Dominican,
but left that vocation to a younger brother, Vincent. Instead, William those the law.

Donovan went to Niagara University, then switched to Columbia, where he worked his
way through school, during the year as well as summers. He rowed on the second varsity
crew and earned his letter as quarterback on the 1904 team but did not distinguish himself
as a student. He graduated in 1905 and stayed at Columbia to get a law degree in 1907.
One of his classmates was Franklin Delano Roosevelt, the Democratic Hudson Valley squire,
who in the 1932 campaign “referred condescendingly to ‘my old friend and classmate
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Bill Donovan,” » but Donovan said later he “always reminded people that Roosevelt never
knew me in law school.” * One of Donovan’s teachers was Harlan Stone, the future Supreme
Court justice.

Out of law school, the young Donovan returned to Buffalo and took up with the small
firm of Love & Keating. In 1912 he formed a partnership with Bradley Goodyear, and later
that year they joined the city’s leading law firm which then became O’Brian Hamlin
Donovan & Goodyear. In 1914 he took himself a bride, Ruth Rumsey, the daughter of one
of the wealthiest and most prominent families in the city, and they would have a son David,
still living, and a daughter Patricia whose death in an automobile accident in 1940 was a
very great personal loss to her father.

Meanwhile, ke had taken up—and it is not too far fetched to put it this way—another
bride, the military life. He did so in 1911 when he joined with others in Buffalo to organize
Troop I of the First New York Cavalry of the National Guard. Even though he had hardly
ridden a horse more thar three or four times, he was, within six months, captain of the
troop. The outbreak of war in 1914 saw him spending as much time as possible on military
duties. The war provided him with his first overseas service, though not as a soldier; in 1916
he was on the continent, in France, Germany, and Poland as a member of the Polish
Commission which had been established under the American War Relief Commission to
work with the belligerents in the distribution of food and clothing to the suffering population
of Poland. In London he worked with Herbert Hoover, who was then in charge of Belgian
relief. This association led to a close friendship, which turned sour, however, in 1929.

While he was in Europe, where he first saw war and its effects, his Troop I was called
up to serve on the Mexican border to curb the depredations on American lives and property
of the bandit leader Pancho Villa. He hurried home to join his men and serve 8% months
under Gen. John J. (“Black Jack”) Pershing. It was at this time, according to his brother
Vincent, that he earned the soubriquet of “Wild Bill.” Reportedly, his men, collapsing after
an exhausting ten-mile hike, heard their captain taunt them with “Look at me, I'm not even
panting. If I can take it, why can’t you?” The answer, from some¢where in the ranks was:
“We ain’t as wild as you, Bill.”* So it stayed with him, and he liked it.

When the United States entered the World War, “Wild Bill” Donovan, then a major,
turned down a colonelcy in the Twenty-seventh Division to join up with New York’s
“Fighting Irish” of Civil War fame, the Sixty-ninth Regiment of the N.Y. National Guard,
which had been conducting a vigorous recruiting campaign. The Sixty-ninth was drafted into
the Regular Army and was proud to be selected New York’s representative in the newly
formed Forty-second Division, the “Rainbow Division,” where it was redesignated the 165th
Regiment. It remained “the old Sixty-ninth,” however, and for the better part of his twenty-
two months of service Donovan was the commander of its First Battalion. It was in that
capacity, a lieutenant colonel, that he saw combat, was several times wounded, and
demonstrated such outstanding qualities of leadership and moral courage that he emerged
from the war with “more medals than any other 42nd officer.” ¢ He received the
Distinguished Service Cross (1918), the Distinguished Service Medal (1922), and the Medal
of Honor (1923).* By war’s end he was a colonel, in command of the 165th as it paraded
down Fifth Avenue to a ticker-tape welcome home, and henceforward known as “Col.
William J. (‘Wild Bill’) Donovan.” He was always “Colonel” Donovan, at least until he
became “General” Donovan in World War II; the press always spoke of him as “Wild Bill”
Donovan, and everybody knew of him simply as “Bill Donovan.”

* He was awarded the National Security Medal in 1957. He was thus the first to receive the country’s four
highest medals. In 1946 he was awarded the First Oak Leaf Cluster for the DSM he received in 1922.
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He was soon back overseas; indeed, he was and would remain a constant overseas
traveler, for pleasure, business, and for war. This time, 1919, it was a deferred honeymoon to
Japan which was interrupted by a request from the American ambassador in Tokyo to
journey to Siberia to report on events connected with the White Russian government of
Adm. Alexander Kolchak. Donovan traveled with Maj. Gen. William S. Graves, who
commanded the American troops sent there largely to help maintain internal order in the
area. Donovan spent two months in Siberia. Next year he spent almost six months in Europe
on business, most of it with a New York banker, Grayson M. P. Murphy.

The trip with Murphy provides an opportunity to stop and take a look at Donovan the
fact-finder and reporter. During the war, in the middle of combat, he had kept a diary, in
which he not only recorded events personal to him but also included his observations on sol-
diering, weapons, tactics, some mention of books he had read, thoughts that appealed to him,
and even a poem “To My Wife.” The Siberian journal was less personal, more political and
sociological. Current events he never missed, but he dug deeper into the historical
background of peoples and societies; he was a keen observer of the socio-economic condition
of cities, troops, countryside; he cited dates, figures, sources, and always made a clear
distinction between his own opinion and what he was reporting. The Murphy trip resulted in
a full-sized volumn—over 200 single-spaced typewritten pages—of detailed reporting on
business and politics in almost a score of European countries. Two or three lines here cannot
do justice to the wealth of material gathered daily by him in conversations with
businessmen, bankers, industrialists, members of governments, politicians, and other well-
placed personalities. These pages show him constantly reading reports, questioning special-
ists, observing conditions, summarizing conferences, studying languages, and always meet-
ing, talking, and dining with people.’

Back in the States, he was back at his Buffalo law firm, and soon took his first fling at
elective politics, as Republican candidate for lieutenant governor of New York in 1922. He
never did succeed in politics, not then, nor in 1932 when he ran for governor, nor in 1946
when he considered seeking the senatorial nomination. Defeated in 1922, he was then made
U.S. Attorney for the Western District of New York and proceeded to let his sense of duty
get himself ostracized from Buffalo society by raiding, after due warning, his own club, the
prestigious Saturn Club, for violation of the Eighteenth Amendment. He was not a
WCTU’er, but duty, whether military or civil, always held a high place in his scale of
values.? In 1924 he moved to Washington when the new Attorney General, Harlan Stone, his
former teacher, professor of equity at Columbia, asked him to join the Department of Justice
as an assistant attorney general.

He ran the Criminal Division from August 1924 to March 1925; in that time he had
under him the young J. Edgar Hoover, but historians and biographers have shed no light on
that relationship which in the war years would develop into struggle and competition. From
March 1925 to March 1929 he handled the more important Anti-Trust Division, and in the
summer of 1928 he had been Acting Attorney General. One of the important cases he won
was the Supreme Court’s upholding of convictions in the Trenton Potteries case in 1927. So
well had he performed in the five years in the department that he and everyone else expected
he would become Attorney General when Hoover took over.’

A bright political future had often been predicted for the now legendary Col. “Wild
Bill” Donovan. Fr. Duffy, chaplain of the Sixth-ninth, had told him that, if he lived, he
would go far and should go into politics. His young adjutant reported someone had said
Donovan would “be sure to be governor of New York.” In 1925 a journalist, waxing
enthusiastic, described him as “..ready and fit now, whether he should be called upon to
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die, to box Jack Dempsey, or to be President.” Indeed, a former law partner, John Lord
O’Brian, declared: “Bill has a driving ambition. He won’t be satisfied until he’s the first
Catholic President of the United States,” and President Roosevelt later observed that “if Bill
Donovan had been a Democrat, he’d be in my place today.”

As it was in 1929, he was expected to be Attorney General, possibly Secretary of War.
All other talk about the cabinet, reported one commentator, was “nothing but gossip.” It all
came to naught, however. When Donovan called upon the President-elect at his Georgetown
home, he was not asked to take either job. “We sat there rather embarrassed,” reported
Donovan, “and finally he (Hoover) asked me what I thought of the governor-generalship of
the Philippines. I told him I wasn’t interested. By that time it was becoming most
uncomfortable, and I left.” Whatever the reason, something to do with Donovan as a
Catholic, the result was, according to Mrs. Donovan forty years later, “the greatest
disappointment in his life; he knew he could handle the job.” "

2. LAW AND NATIONAL POLITICS, 1929-37

So Donovan left Washington and went to New York City where he established the law
firm which today is known as Donovan Leisure Newton & Irvine. It stood for years at Two
Wall Street, in the heart of Manhattan’s financial district, with the Stock Exchange, historic
Trinity Church, and the site of Washington’s first inaugural less than the proverbial stone’s
throw away, but in 1973 it moved uptown to 30 Rockefellow Plaza. The firm grew and pros-
pered. It became and remains large and diverse enough to handle, on a team basis, the
important and complicated legal cases spawned by corporate, financial, and industrial
America. It not only provided Donovan with a living, but it also gave him a platform for
speaking out on a wide range of legal, political, social and economic issues confronting the
country.

In his law practice, both paid and unpaid, he methodically resorted to the systematic
collection, evaluation, synthesis, and presentation to clients, courts and the public of vast
amounts of detailed, topically diverse, and complicated data. Especially illustrative of this
capacity are two anti-trust cases, the Appalachian Coals case of 1932 and the Madison Oil
trial, 1936-37. In the former, a successful defense of 135 coal companies charged with
violation of the anti-trust laws, Donovan undertook a vast factual analysis of competition
within the Appalachian and national coal industry and of the competition from the natural
gas and oil industries and then statistically and graphically presented this evidence in more
than ninety exhibits, almost triple those presented by the government. In the Madison case,
involving indictments against twenty-four of the largest oil companies, fifty-six of their
principal officers and three oil market journals for conspiracy to raise gasoline prices, the
Donovan firm conducted a very extensive factual investigation and field audit and then
devised a new system of indexing and cross-referencing some eighteen tons of documents
which had been subpoenaed by the government. While Donovan lost the case, many of the
corporate and individual defendants were acquitted.

As unpaid counsel in two other investigations, he further foreshadowed the work of re-
search and analysis that he introduced to the government as Coordinator of Information. In
the first of these, in 1929, he was counsel for the New York State Commission on Revision
of the Public Service Commissions Law, and as such he headed a team of his own lawyers
plus an outside engineer, public administrators, accountants, and economists and held forty-
three public hearings resulting in 2,830 pages of printed testimony by ninety-six witnesses.
In the second case, in 1929-30, he was unpaid counsel for the Joint Commission of Bar Asso-
ciations which was set up in New York to investigate and report upon abuses and illegal and
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improper practices in bankruptcy cases. Assisted by a Yale Law School staff, Donovan
examined 1,000 court files of cases, took testimony from 4,000 witnesses, and issued a report
based upon twelve volumes of documents on bankruptcy administration throughout the
United States and abroad.”

In the meantime, he was putting down on paper, in various law journals, the fruit of his
experience in the anti-trust division of the Department of Justice and in his private and pub-
lic practice of the law. Articles written by him or in conjunction with colleagues appeared in
1929, 1930, 1931, 1932, 1936 and 1937 in the law reviews of, for instance, the American
Bar Association and the New York State Bar Association, and in such university law
reviews as those of Temple, Marquette, Cornell, and Harvard. He wrote on the anti-trust
laws, on their practical aspects, on consent decrees in the enforcement of the anti-trust laws,
and on the need for their revision. On constitutional law he wrote on the president’s power of
removal and on the authority of states to deal jointly with social problems. Finally he
authored articles on such miscellaneous matters as the origin and development of radio law,
the Federal Trade Commission, and state compacts as a method of solving problems
common to several states.

At the same time he was speaking out publicly on these and other issues. He spoke to
the Women’s University Club, and to the American Academy of Political and Social
Sciences on the regulation of public utilities. He lectured at New York University on the
desirability of drafting radio laws on an international basis. To other groups he spoke on the
limitations on oil production, the need for regional compacts, the need for a commerce court
and for state regulation of utilities.

Inevitably he returned to politics. In 1930 he proposed that the Republican Party stand
for the repeal of prohibition. In the same year he warned a Republican rally that
Democratic control of the Congress would be a disaster. In 1932 he was the choice of New
York Republicans to run against Herbert Lehman for governor. Once again defeated, in the
landslide that put FDR in office, he took up the Republican cudgels against Roosevelt and
the New Deal in speeches in defense of the Constitution, state governments, property rights,
and democracy. In the 1936 election Donovan was a principal source of support in New
York for an old friend, the Republican vice presidential candidate, Col. Frank Knox, who as
Secretary of the Navy in Roosevelt’s coalition cabinet would play the major role in 1940 in
bringing Donovan back into the government. In 1937, however, Donovan won an important
case which had distinct political and anti-Roosevelt tones; this was Humphrey’s Executors
vs. the United States in which Donovan persuaded the Supreme Court to reject Roosevelt’s
claimed authority to dismiss without cause the head of an independent regulatory commis-
sion, in this case, the head of the Federal Trade Commission.

By the time Donovan was assailing the New Deal and challenging Roosevelt in the
Supreme Court he had already begun to move toward an identity of views with the President
on foreign affairs and thus begun the process which would bring him, an anti-New Deal
Republican, into the Roosevelt administration as Coordinator of Information. This process
had begun in the fall of 1935 when Donovan, like others in the country, began to shift his
attention from domestic to foreign affairs.

3. FOREIGN TRIPS AND FOREIGN AFFAIRS, 1935-39

In September 1935, Donovan, just back from one of his regular trips to England
and the continent, wrote the Army’s Chief of Staff, Gen. Douglas MacArthur, a wartime
colleague in the Rainbow Division, that he was “impressed with the fact that this little
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adventure of Italy [into Ethiopia] may resolve itself . . . into something that could include us
all.” He further thought that “a close view of the situation at this time might help later.” He
had already discussed with MacArthur, at the last reunion of the division, the possibility of
his going to Ethiopia, on the Italian side at MacArthur’s suggestion, and now wanted advice
from the General on how to proceed in setting up the trip with the War Department in
Washington.?

From the department, rather than from MacArthur who had just left the city for the
job in the Philippines which Donovan had turned down in 1929, Colonel Donovan received
encouragement “to go abroad and look over the situation along the Mediterranean.” The
Deputy Chief of Staff considered Donovan’s offer of service “thoroughly in accord with your
past record in the Army,” and told Donovan that he was “most sympathetic with your desire
to get a look-in on this impending fracas.” Unfortunately, he added, the Army had no funds
for such service on the part of a reserve officer, but to this Donovan replied that he had no
intention of having “any charge against the government at all.” *

By the end of the year Donovan was in Rome, meeting with Mussolini, and—to the
surprise of on-the-spot advisers—getting all the authorization he needed for the trip. He
traveled via Cairo, Luxor, and Khartoum to Ethiopia where he spent ten days visiting the
front, meeting with the commander-in-chief, General Badoglio, as well as corps, division,
and brigade commanders, inspecting battle positions, motor transport headquarters, a
hospital ship, and the S-81—*‘a huge bomber . . . much like the new Boeing the [U.S.] Army
is getting out,” and recording daily in his diary data and observations on such items as camp
layouts, the soldiers’ diet and morale, the condition of army mules and horses, and Italian
military strategy and foreign policy. His return journey took him to Libya where he spent a
night in Benghazi with the Commissioner of the Province and had “several long talks” in
Tripoli with General Balbo. Before returning to Washington he met again with Mussolini,
reported to Amb. Hugh Wilson in Berlin, was prevented by the death of King George from
meeting in Geneva with Britain’s new Foreign Minister, Sir Anthony Eden, and met with
top British officials in London."* Back in Washington he reported to the War Department,
which officially commended him for a report “replete with pertinent and valuable
information” which the department “would have been unable to secure in any other way.” '

In rough fashion the Ethiopian trip set the pattern—on the spot observations and
consultations with top military and political figures—of overseas trips which he subsequently
made in 1937, 1938, 1939, and 1940-41. In 1937 in Germany he attended maneuvers of the
Reserve Artillery Officers, observed their training, and inspected new German tank and
artillery equipment. The next year he toured the defenses of Czechoslovakia, observed
conditions in the Balkans and Italy, and on his own obtained permission to visit the Spanish
front where he “met most of the Commanding Generals and discussed their methods with
them.” He was with “the 4th Spanish Army in their attacks to regain the heights at the
Ebro River.” Then he went to Nuremberg where he saw the German army in exercises and
maneuvers.” " In 1939, “believing that war was imminent,” and “anticipating the possibility
of attacks” in the Low Countries, Donovan surveyed conditions and discussed military and
economic problems in France, Belgium, Holland, Germany, and the Scandinavian countries.
Some idea of the impression he made and the reception he received comes from a British of-
ficial who reported of him that he *. . .is an active man, of attractive temperament, who has
visited Balbo in Libya, Mussolini in Rome and has many contacts in Berlin with the Foreign
Office and General Staff. He has just flown around Europe and renewed contacts,
particularly in Berlin. His main impression is that the German army, as he put it, is ‘set for
a fight’ to achieve their aims at all costs.” Donovan was quoted, however, as advising his
business friends to put their money against war, though he warned that Britain would have
“an exciting summer.” '
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Before he made his next trip overseas, a momentous trip to London in 1940, Donovan,
always the public speaker, had some important things to say to the American people about
the war that had just erupted. In November 1939 he warned the American Legion that
while Britain and France now only wanted American machines that did not mean that the
United States “was not going to contribute manpower at some time.” He further warned
against giving foreign nations “the impression that under no circumstances will we fight.”
Said Col. “Wild Bill” Donovan: “In an age of bullies, we cannot afford to be a sissy.”” Then
with a reference to those steps which the government was taking to curb spying in the
United States, Donovan advised the Legion not “to be a bunch of vigilantes” but to leave the
job where it belonged, with the government.®

Donovan had, from the point of view of this narrative, even more important advice to
give. That came on November 27 when he proposed the creation of a nation-wide
commission to investigate and report on the problems and desired direction of American
foreign and military policy. Discussing the topic “Is America Prepared for War?”’ the much-
traveled Donovan raised one by one those questions of America’s defense which had been
provoked by the outbreak of hostilities. To meet these issues intelligently, said Donovan, the
American people must first understand them; and then he advanced his proposal which leads
so unmistakably to the research and analysis function in the future COI that it deserves to
be quoted at length:

To this end I should like to propose here tonight [before the Sons of Erin in New
York] the creation of a civilian body of representative citizens to make an
exhaustive study of the problems and to lay its findings and recommendations as
soon as possible before the President, the Congress, and the people of the United
States.

The group or committee making such a study should include, in addition to
civilians, representatives of all our military departments and of the Department of
State.

An inquiry into the underlying facts, the mobilization of these facts, and then an
interpretation of them, to my mind is the one effective way to inform and
enlighten public opinion. The great issues of our defense policy are now presented
to Congress piece-meal in terms of an appropriation for a specific purpose by a
particular bureau.

Recommendations by a commission such as I now propose would offer Congress an
integrated and comprehensive view from which to judge the isolated defense
problems on which they are asked to legislate.

This is what we need today—a whole view of preparedness by the whole body of
American citizens.?

Such pronouncements, coming from so famous a person as Donovan, who was clearly
no isolationist, had the effect of linking his name with a development that would soon make
him an overseas emissary of the President.

4. ROOSEVELT’S EMISSARY, JULY 1940

That development centered on the idea of a coalition cabinet * as a device for achieving
greater national unity in the face of the increasingly obvious peril from abroad. Just as the
British had broadened their government immediately after war erupted, so also, went the
suggestion, FDR should broaden his by taking in some Republicans. Actually Roosevelt had
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given some thought to the idea even before war broke out. After that event, he and Harold
L. Ickes, Secretary of the Interior, took note of Republican suggestions for the inclusion of
some such Republicans as Herbert Hoover, Arthur H. Vandenberg, “young (Henry Cabot)
Lodge,” and “even (Thomas E.) Dewey,” and tartly agreed that omission of the titular
leaders of the party, Alf Landon and Frank Knox, the candidates in 1936, proved the
Republicans were only interested in building up a candidate for the 1940 election.?

Interestingly enough, it was the name of Bill Donovan that provoked the first public
White House comment on the subject of a coalition cabinet. On December 9, 1939, the
President’s press secretary, Stephen T. Early, discounted a rumor that Donovan would be
made Secretary of War in place of Secretary Harry Woodring, whom everybody knew
Roosevelt wanted to unload. “I don’t think it is likely,” said Early, “the President will put a
Republican in as a member of his Cabinet.” 2 As a matter of fact, the President made just
such a proposal the next day, December 10, when he had a lengthy Sunday afternoon review
of the world situation with Donovan’s friend Frank Knox.

On that occasion FDR asked Knox to become Secretary of the Navy, but the publisher
of the Chicago Daily News thought the situation not grave enough to warrant such an
unorthodox move. Mor