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INTRODUCTION

THE BEDROCK OF THE Five Eyes intelligence alliance was gradually formed by British and American officials without them realising it. But in their attempt to save their countries from Nazi Germany in the lead up to, and during, World War II, they unknowingly helped build the foundational blocks of the biggest espionage alliance in history.

During that time, Britain’s intelligence agencies, MI5, Bletchley Park, and MI6, united with their American cousins – the FBI, Arlington Hall, and the OSS, predecessor to the CIA – out of necessity and self-interest. There were written and unwritten rules of engagement between them which were generally observed but occasionally disregarded. The agencies swapped secrets, pooled resources and exchanged tradecraft – and while they did not completely trust one another, they shared a common purpose in destroying the enemy.

After defeating Adolf Hitler, the United States and Britain suddenly faced a new threat from an old ally of whom they had been suspicious – Joseph Stalin. Yet by the time the two nations figured out what to do about him, Kremlin spies had already stolen British and American nuclear secrets to further the Soviet leader’s pursuit of global supremacy. In early 1946, London and Washington quickly repurposed their signals intelligence arrangement, known as the UKUSA Agreement, to widen their global reach and industrialise their espionage missions at the beginning of the Cold War. In a push for greater intelligence coverage, Britain and America expanded the agreement a decade later to include Canada, Australia, and New Zealand, which were geographically well-positioned to plug surveillance gaps worldwide and around the clock. They became the Five Eyes.

Steeped in secrecy, the partnership transformed spy warfare by evolving beyond its signals-sharing heritage to form a parallel – and yet unwritten – pact between its human-intelligence and law-enforcement agencies, including the CIA, MI5, the Australian Security Intelligence Organisation (ASIO), and the Royal Canadian Mounted Police (RCMP). The partnerships among some of the human-intelligence (HUMINT) agencies pre-dated the signals-intelligence (SIGINT) agreements within the alliance, but it is when the two sides started working more closely together that some of the greatest operational achievements were realised.

Together, the Five Eyes have weaponised hacking and agent-running in an intelligence arms race which has spanned the Cold War, rendition and torture of Guantanamo detainees, the battle against Isis, the attempt to disrupt Moscow and Beijing’s meddling in Western democracies, and supporting Ukraine in its fights against the 2022 Russian invasion. At the heart of this alliance are complex and, at times, flawed personalities whose achievements and failures have helped guarantee the Five Eyes’s evolution since its formation. And it is through such personalities that this book is defined; I wanted to explore the stories of the people, rather than the policies which are still largely classified.

My starting point is in the late 1930s when a British detective-turned-spymaster helped form the first exchanges between MI5 and the FBI. But I was also fascinated by the stories of the former home economics teacher from a rural village in Virginia, south eastern United States, who helped create one of the most effective counter-Soviet programmes; the CIA’s only officer in Budapest during the Hungarian Revolution; and the Australian politician-turned-diplomat whose tip-off to the FBI helped instigate an investigation into Russia’s meddling in the US presidential elections in 2016. And there are dozens of other compelling personalities whose stories appear in this book.

On the one hand, the Five Eyes is equivalent to a band of brothers and sisters drawn together by common values, language and cause, whose historical achievements include the defeat of the Soviet Union, combating Islamist terrorism, and exposing Russian interference in Donald Trump’s presidential campaign. But on the other hand, the alliance is a non-binding marriage of convenience riddled with distrust, competing intelligence agendas, and a massive imbalance of power that predominantly favours the United States – despite all the talk of a flat hierarchical structure among alliance members.

While it has played a vital role in episodes that defined the second half of the twentieth century, the existence of the Five Eyes was only publicly declared in 2010 – almost 60 years after its creation – in a heavily redacted document with about two-thirds of its pages blank. I have spent the past decade exploring how it functions, initially through conversations with agent-handlers and spymasters during my career as an investigative reporter – followed by a two-year deep dive into historical records and interviews with more than a hundred current and former intelligence officials, diplomats, and detectives – and some of the family members of legendary code breakers and undercover agents. I also interviewed world leaders, including former British Prime Ministers Theresa May and David Cameron, and former Australian Prime Ministers Julia Gillard and Malcolm Turnbull. I wanted to explore how the collision of intelligence, diplomacy, technology, and geopolitics in an unpredictable world impacts an increasingly crucial pillar in our daily lives – national security. I was also intrigued by the impact political leaders have had on compromising the integrity and independence of agencies in the Five Eyes as they sought to weaponise their intelligence-gathering for personal gain – as President Trump repeatedly showed in his siding with the Kremlin against the FBI and CIA.

As an alliance of autonomous organisations, the Five Eyes does not always agree on everything. It has been repeatedly hindered by the policy, legal, and political idiosyncrasies of each country. New Zealand was partially cut from the alliance for more than two decades after it opposed the US’s nuclear policies. Britain defied the US in expelling Soviet spies from the UK during the Cold War, which eventually resulted in a temporary freeze on intelligence-sharing by Washington. The CIA was accused of plotting to depose Australian prime minister Gough Whitlam in 1975. Canada refused to join the US-led invasion of Iraq and, in a separate case, compromised the intelligence of all alliance members after a Canadian naval officer became a Russian spy. And Australia teamed up with the US to pressure Britain into severing its ties with Chinese telecommunications firm Huawei. Despite all of this, the Five Eyes has survived and outlived governments and administrations of all political parties.

The reader may notice an imbalance in the focus of the stories that form this book. That is because material relating to intelligence cooperation between Britain and the US is more readily available than information about the workings of the other three Five Eyes member countries. The spy organisations (and especially the HUMINT agencies) of the two founding members of the Five Eyes pre-date the creation of their counterparts in Australia, Canada and New Zealand (and the clue is in the title of the foundational document of the alliance – UKUSA Agreement). I found the least amount of information relating to the role of New Zealand in the alliance, and that is partly due to the fact that Wellington is the smallest contributor to the Five Eyes – even though it plays an important part in terms of its geographical positioning.

Most of the key intelligence agencies in the Five Eyes have had detailed histories written about them. To devote as much attention to each member agency in a book about the Five Eyes would require volumes. Instead, I had to be selective – to focus on a number of individuals and intelligence agencies who, in my opinion, have enormously contributed, either knowingly or unknowingly, to the overall legacy of the Five Eyes.

RICHARD KERBAJ

July 2022
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CHAPTER ONE

A CRUCIAL TIP-OFF

THOUSANDS OF PEOPLE EMBARKED and disembarked freight and passenger vessels at the port of Hamburg in the winter of 1937, greeted by a frenetic atmosphere of docking boats, blaring ship horns, and wafts of fuel-laced sea water. As a local, Jessie Jordan had become familiar with the atmosphere of the twelfth-century seaport, central Europe’s most important transatlantic hub for trade and tourism. But it was a familiarity that she wanted to escape in preparation for a new life away from Germany, the country she had made her home for 30 years. She farewelled her daughter, Marga, and her granddaughter who carried her namesake, and arrived at the harbour unaccompanied on 2 February, in time for a vessel bound for Scotland, her country of birth. The events that followed that day would only ever be known through Jessie’s inconsistent, and often unreliable, recollection. In one version, Jessie said she had left the port to stay the night with a close friend after being told by the ship’s steward that the steamer would be delayed by a day. In the other version, she claimed to have been intercepted on her way to the docks by officers of the Gestapo, the feared German secret police, known for their brutality. In any case, her delayed journey to Scotland resulted in her recruitment by the Abwehr, the intelligence arm of the German armed forces responsible for Adolf Hitler’s counterintelligence and sabotage campaigns. As a heavyset, 49-year-old grandmother with a cloud of thick, ash-blonde hair, Jessie appeared unassuming – and that was an advantage. It gave her a sense of anonymity that is desirable for espionage work. Another obvious advantage that the Abwehr would have spotted in Jessie was her British heritage and somewhat uncertain identity.

Even before her birth in December 1887, Jessie had been abandoned by her father, William Ferguson – and upon being discharged from Glasgow maternity hospital, had been left in the care of her maternal grandmother for five years before her mother, Elizabeth Wallace, was able to take her in. By then, Jessie’s mother had become Mrs Haddow, following her marriage to a widower, John Haddow, who had children of his own. Jessie had initially been given her mother’s last name – rather than her absent father’s – at birth. But following her mother’s marriage, Jessie Wallace would become Jessie Haddow. The uncertainty around her own shifting sense of identity accompanied her through her early adult years – even after she had run away from home to escape her mother’s physical beatings, which were the expressions of an unhappy marriage.

Jessie’s life took yet another turn after she met a German waiter, Karl Friedrich Jordan, while she was working as a chambermaid in Dundee in 1907. They fell in love and she followed him to Germany where they married five years later. Jordan, whose last name and nationality Jessie adopted, died on the Western Front in July 1918, leaving her and their four-year-old daughter, Marga, to fend for themselves. Within two years, Jessie had built a successful hairdressing career and found new love. But her marriage to Baur Baumgarten, another German man whose last name she would adopt, only lasted three years – and she reverted to being Jessie Jordan, the name she would maintain for the rest of her life.

Unlike the four different surnames by which she was known at varying stages in her life, Jessie’s willingness to become a spy was a complete identity makeover; a complete shift of allegiance that not only betrayed the country of her birth but also the Jewish community – which both her former husbands were from – and on which she relied for her livelihood, and success, as a hairdresser. It was predominantly Jewish women who had attended the three salons she had operated in Hamburg. For a woman who once told her daughter she would ‘die for Germany’, Jessie also claimed that she never felt at home in her adopted country. She felt like a foreigner, part exposed by her inability to fluently speak the local language, but chiefly because of the anti-British sentiment whipped up after World War I. Jessie claimed that the experience of people going ‘out of their way to be nasty’ to her, were reminders of the rejection she had become accustomed to in her life. She merely wanted to ‘live in peace and bring up my little Marga better than I had been brought up myself.’

Whether the Abwehr had known of the extent of Jessie’s turbulent past before her recruitment is unknown, but, over eight days in early February 1937, she was taught the basic tradecraft of spying at their offices in Harvestehude, 13 kilometres north of the port of Hamburg. She was trained in how to collect basic information about British military facilities without arousing suspicion and told that she would be paid by the Abwehr for her efforts. The money was not the main attraction, however – Jessie was largely driven by the adventure of spying because it appealed to her obsession with thriller novels. And her declared motive for wanting to relocate to Scotland provided her with the best cover story. Jessie’s intended relocation was for family reasons: she wanted to become a housekeeper for her half-brother, William Haddow, who lived in Perth, central Scotland, and whose wife had passed away. By the time she arrived in Scotland in late February to live with him, Jessie had the perfect cover: she was someone in search of a new start in the country she had spent three decades away from. Neither William, nor her daughter, Marga, were aware that the country Jessie had once associated with all the pitfalls of her childhood and early teen years was to become her testing ground for spying.

Eager to use her profession as a hairdresser in lieu of a legend – a cover story used by spies to conduct espionage work to avoid suspicion – Jessie travelled to Dundee, on the east coast of Scotland, in the summer of that year to inspect a hairdressing salon. She had spotted a newspaper advertisement for Jolly’s Saloon, 1 Kinloch Street, and had arrived with ambitions for expanding the local business to also offer massage and beauty therapy. The salon was located 40 miles north of naval installations at the Firth of Forth, an estuary where warships sheltered and docked for repairs. Among the installations Jessie was interested in was Fife Ness, a coastguard station.

Even on the eve of her 50th birthday, Jessie appeared to possess the energy of a young entrepreneur, willing to take a risk on an unremarkable salon in a ‘working-class locality’ for the sake of beginning a new adventure in Scotland. She was effectively sold on the salon the minute she walked in to meet with Patrick Robbins, who had been entrusted to sell the business on behalf of its owner. The shop fittings and goodwill were merely valued at £25 – but instead of negotiating, she offered twice the value. She appeared ‘unusually keen to get the shop’, according to Robbins, and so he did what any shrewd businessman would do: held out for an even better offer. After further conversations with Robbins, Jessie finally paid the owner £75 – in £5 notes – after claiming to have borrowed the money from her aunt in Wales.

She took ownership of the salon on 7 September 1937, seven months after her relocation to Scotland, and commuted by bus back and forth to the shop from Perth most days – a 40-mile round trip which seemingly illustrated her passion and commitment to hairdressing. To conceal her espionage missions, she hired assistants to manage the salon in her absence, including Mary Curran, the previous owner’s sister-in-law, who had been familiar with the customers. Unbeknown to Curran, Jessie travelled between Scotland, England and Wales to sketch and photograph defence force facilities for her Abwehr handlers.

Curran admired Jessie’s quirks, including her addiction to coffee and fish suppers. But the middle-aged assistant was puzzled by Jessie’s grasp of the English language, which became self-evident during a conversation around her intention to rename the business Saloon Jordan. Curran suggested that Jordan’s Saloon would be a better way to phrase it – and Jessie agreed. But her habit of ‘putting remarks the other way around’, coupled with scraps of paper misplaced around the store – including one with the word ‘Zeppelin’ written on it – raised Curran’s curiosity. For a fashion-conscious hairdresser, often dressed in fur coats and plumed hats, Jessie’s fascination with the military, and, in particular, army barracks, bemused Curran, who was entrusted to manage the salon each time the owner left on her travels. It was Jesse’s trip to Hamburg in October that tipped Curran’s interest from curiosity into suspicion. Jessie had returned from several days in Germany with her daughter, Marga, who by then was a 23-year-old trained soprano whose ambitions to perform at the Hamburg Opera House had been crushed by Hitler’s anti-Jewish campaign. Like her mother, Marga had been unlucky with men: she had divorced her first husband – a Jewish man – shortly after their daughter was born in 1934. Marga then remarried another Jewish man, reinforcing a suspicion held by the Nazi authorities that she had ‘Jewish blood in her veins’. Hoping to allay these suspicions, Marga had arrived in Scotland to obtain paperwork relating to her Scottish grandfather – the man who had abandoned her mother before birth. Jessie’s upbringing and difficult life were all the more reason she wanted to ensure her own daughter’s success.

However, Jessie’s return trip to Germany was not solely to help Marga. Curran suspected as much when she discovered that Jessie had brought ‘a fairly large amount of money’ for a ‘redecoration’ that was estimated to cost £300 – four times the amount she had paid for the salon. The salon owner even boasted to her assistant of successfully smuggling hair products past Customs officials, saying that ‘things were easily done if one had a head’. But the light heartedness with which Jessie recounted her trip turned to rage when she discovered that Curran had told a customer about her trip to Germany. She warned Curran that ‘no person must know’ of her travel plans. It was one of several tradecraft blunders by Jessie which contradicted everything she had been taught by her handlers about not arousing any suspicion.

As Jessie arranged yet another trip to Germany the following month, again leaving Curran in charge, it seemed increasingly odd to the salon assistant that a woman who had effectively severed her ties with Germany was keen to revisit so regularly. Curran informed Patrick Robbins – who had negotiated the sale of the salon – of Jessie’s trip and he in turn passed the information to Dundee Police. Could Jessie be a German spy? The police were sceptical about Curran’s information but nonetheless attempted to get closer to Jessie by deploying an undercover agent. ‘To test this information, a policewoman was sent to make an appointment for hair-waving,’ the chief constable of Dundee City Police noted in his investigation file. ‘She saw Mrs Jordan, who was willing to take her on 19 November 1937, but on the policewoman saying that was unsuitable, Mrs Jordan said that she could not take her until Monday, 29 November, as she was fully booked. This was untrue as no bookings had been made.’

On the evening of 7 December 1937, Curran acted on a hunch, and went through Jessie’s bag in the salon. Inside the bag, she discovered a clue to Jessie’s fascination with army barracks – a map of Scotland and England, on which military installations including Fife Ness, a coast guard station, and Montrose, an army barracks, had been marked up in pencil. The map seemed too detailed and annotated to belong to a military hobbyist. Curran smuggled the map out of the salon by tucking it under her clothes and gave it to Robbins, who then passed it on to Dundee Police. Jessie neither suspected Curran nor did she seem to miss the map – and by the time Curran returned the map to her handbag, the police had informed MI5, Britain’s domestic security service, which was in charge of investigating counterespionage.

MI5 had its origins in the Secret Service Bureau (SSB), created in 1909 in response to Germany’s threat to Britain’s national security and economy. Germany’s aspiration under its ruler Kaiser Wilhelm II had been to become a world power through economic and military domination, which threatened peace and stability on the continent. The English Channel separating the United Kingdom from mainland Europe was hardly a buffer against the threat and so it fell to the ‘domestic arm’ of the Security Service Bureau – later named MI5 – to investigate German espionage in the lead-up to and during World War I. Under its founding director, Major General Sir Vernon Kell, MI5 had a proven track record in hunting spies – and on the eve of Britain going to war in August 1914, its officers orchestrated the arrests of 22 suspected agents of the Nachrichten-Abteilung, Germany’s naval intelligence department. Among them was Karl Gustav Ernst, known as the ‘Kaiser’s postman’ for handling all correspondence between the head of Germany’s intelligence service and its British-based agents. As part of his cover, Ernst had worked as a hairdresser at a barbershop in north London in the lead-up to his arrest.

In the immediate aftermath of WWI, with the German threat largely diminished, MI5 had another fight on its hands, which threatened its very existence: a proposed merger with Britain’s foreign intelligence organisation, MI6, for the sake of cost-cutting. Although it survived the bureaucratic battle, MI5 remained severely underfunded, with only 26 officers on its books in the late 1930s. Among them was Guy Liddell, the deputy head of the agency’s ‘B-branch’, which specialised in rounding up, and sometimes recruiting, Nazi and Soviet spies. Liddell’s division was the investigative heart of the security service: it ran operations involving informants, telephone and postal interceptions and physical surveillance. Liddell’s personal accomplishments included a Military Cross for his distinguished service as an officer in the Royal Field Artillery (RFA) during the Great War. He had then spent 12 years at the Metropolitan Police Service, Scotland Yard, investigating Soviet-Communist subversion at the organisation’s Special Branch which majored in national security. In 1933, two years into his career at MI5, Liddell anticipated a growing threat to Britain from Germany’s military-intelligence agency, the Abwehr, as it evolved from a counterespionage service to an aggressive foreign intelligence force following Adolf Hitler’s rise to power. Liddell suspected that the Abwehr had been attempting to recruit and run agents in Britain – a suspicion confirmed when MI5 intercepted a letter in the summer of 1937 addressed to ‘Sanders’ at Post Box Office 629, Hamburg. MI5 had been alerted to the German address a year earlier by a British double agent, who informed Liddell’s team that the post box had been used by Nazi spies to communicate with their handlers in Hamburg. Acting on the intelligence, MI5 sought a Home Office Warrant to place all mail deliveries to the address under surveillance, and intercepted, read and photographed all letters intended for ‘Sanders’. The author of an unsigned letter intercepted in June 1937 had described the barracks and officers’ mess of Aldershot Garrison, a military town in southeast England. Colonel William Edward Hinchley-Cooke, a fluent German speaker who worked in Liddell’s department, considered the letter, postmarked from Talgarth, Wales, a ‘feeble attempt at espionage’. Hinchley-Cooke allowed the intercepted letter to go through to its intended destination in Hamburg.

‘Approximately a month later, a further communication sent to the same address gave a clue to the writer of the first letter,’ an MI5 memorandum concluded. The clue that had given the writer away had been a secondary envelope inside of the main envelope. The secondary envelope contained a letter outlining a series of instructions about an upcoming meeting between Nazi agents. Yet more compelling were the traces of an address on the secondary envelope which had been badly erased. Hinchley-Cooke’s team identified the address as 16 Breadalbane Terrace, Perth – the house in which Jessie Jordan had been living with her half-brother, William Haddow.

In spite of MI5’s concerns about German espionage in Britain, there was no political will by the Conservative government of the day to take an aggressive approach against it. And although MI5 had warned Neville Chamberlain about the Nazi threat before he had succeeded Stanley Baldwin as Prime Minister in May 1937, Chamberlain was determined to avoid military confrontation with Hitler, following the loss of a generation of young men in World War I and the economic devastation of the Great Depression in 1930, from which the country was still reeling. Despite opposition from some cabinet members, including Foreign Secretary Anthony Eden, who ultimately resigned in protest over Chamberlain’s appeasement of Hitler, the prime minister maintained that position until Britain finally declared war against the German Reich in September 1939.

MI5 continued its investigations of Nazi spies despite Chamberlain’s appeasement, and coordinated its surveillance of Jessie with the help of the police, tracking her pattern of movements, including her train journeys back and forth from Leith, the port from which the SS Courland ship would sail to Hamburg. MI5 also began monitoring the frequency with which Jessie was sending and receiving mail. Her mail was intercepted, steamed open, and its contents were photographed. Over the course of the investigation in late 1937, MI5 discovered letters and packages addressed to Jessie from a range of countries, including France, Holland, South America and the United States. With the exception of a letter containing £5, which had been delivered to her home in 16 Breadalbane Terrace, Perth, MI5’s investigation found that ‘all material documents were found at Mrs Jordan’s hairdressing establishment at 1 Kinloch Street, Dundee.’ However, none of the letters and packages seemed to be intended for her. She was merely a conduit, or as MI5 described her, ‘a letter box’, who forwarded the post to the German intelligence agency and its intelligence agents in other parts of the world. The Abwehr had used this mode of communication to diminish the risk of their agents being caught. MI5 worried that Jessie was part of a ‘German ‘shadow’ scheme to be brought into operations in the event of hostilities breaking out’.

Among the dozens of messages that had been sent by German spies via Jessie were a series of letters from ‘Crown’, including one dated 17 January 1938, which seemed to outline a sinister, but overambitious, plot to steal US military secrets. The plot aimed to target the ‘secret plans relating to the defence of the Atlantic coast of the USA’ held at the office of Colonel Eglin, the commander of Fort Totten military facility in New York. ‘Crown’ proposed to set up an ‘emergency staff meeting’ at a hotel in Manhattan, inviting the Colonel to bring the defence plans, at which point ‘Crown’ would ‘overpower’ the Colonel and steal his defence plans ‘by force’. Guy Liddell had been briefed on the plot by his MI5 investigators, and while he deemed it ‘extremely crude’, it was too important to dismiss. He carefully mulled over the impact it would have on MI5’s ongoing investigation. A tipoff to American authorities through the US embassy in London could compromise MI5’s case against Jessie without even ensuring the arrest of Crown, whose real identity was unknown to the agency. However, Liddell and his team made a decision almost a fortnight later that would step up and reform the basis of intelligence-sharing between British and US authorities, unknowingly contributing to the foundation of what would become the world’s most powerful spy network – the Five Eyes.

Guenther Rumrich had become a seasoned traveller by the time he joined the US Army, aged 18. The young serviceman had benefited from his father’s diplomatic postings to countries including Hungary, Russia, and Italy. Having spent the majority of his early life around Europe with his Austrian parents, in late 1929, Rumrich returned to the United States, his country of birth, and enlisted in the army. Surviving on a US$30-a-month salary was a major change of lifestyle to the one he had been used to, and eight months into his new career, he fell into debt and temporarily deserted the army before turning himself into his superiors in August 1930. Following a court martial and a six-month jail sentence, Rumrich was determined to take his role as a serviceman more seriously. His change in attitude was noticed by his commanders and he was promoted to the rank of sergeant shortly after his release from prison.

Rumrich was an ordinary soldier in both ability and stature, described in one of his files as having a ‘medium build, dark brown hair, brown eyes’ and ‘ruddy’ complexion. He served at Governors Island and the station hospital at Fort Hamilton, Brooklyn, and was also assigned to the station hospital at Fort Clayton in the Panama Canal Zone and Fort Missoula, Montana. During the six years that he served at such medical facilities, Rumrich became very aware of the importance placed by the military on medical information and the extent to which it sought to protect it. The medical records of personnel elicited a far broader picture than the ailments, blood results and fitness assessment filings that they contained. They symbolised the military’s deployable manpower – or the preparedness and availability of its combat troops, versus the overall number of soldiers the army had.

In late 1937, Rumrich needed to obtain statistics relating to the prevalence of venereal disease in the US Army ahead of a conference on military readiness being held in New York City. The sexually transmitted diseases – including gonorrhoea and syphilis, which caused health complications including sterility, heart disease and even blindness and paralysis – had been a scourge on the army in the previous decade and had incapacitated many soldiers. At the time, it was the second highest health problem resulting in hospitalisation, after respiratory illnesses. Rumrich contacted the medical section at Fort Hamilton in Brooklyn and told the duty officer on the other end of the telephone that he had forgotten the statistics on venereal disease at his Washington, DC, office. Having identified himself as a specialist with the US Army Medical Corps, Rumrich pulled rank over the duty officer, and before long the documents he had requested were delivered to him by a soldier at the Hotel Taft in Manhattan ahead of the supposed conference. Neither the courier who delivered the documents nor the duty officer who sent them had any idea that Rumrich was no longer a member of the US military. In fact, he had deserted the army – for the second time – almost two years earlier and had started working for the Abwehr.

As a US citizen with a military background, Rumrich was a dream target for Abwehr recruiters eager to expand their espionage operations in America. The German espionage assault on the USA had been dealt a huge blow with the capture of their most valued agent, Wilhelm Lonkowski, in 1935. A former aircraft mechanic in World War I, Lonkowski had been recruited by the Abwehr and deployed to the US in 1927 under a fake passport to obtain information about airplane engines and other new technology being developed and tested by Westinghouse Corporation. His mission was to fulfil Hitler’s ambition of shortcutting the technological advancement gap between Germany and America; a chance to attain military superiority through the theft and duplication of US defence secrets and product designs. Lonkowski’s previous experience in the aviation industry gained him employment at the Ireland Aircraft Corporation in Long Island, New York, and over the subsequent five years, he began running two other Abwehr agents, alongside his day job. Under Lonkowski’s direction, his agents Otto Voss and Werner Gundenberg stole sensitive technical secrets, including the designs for a fireproof plane and the world’s most advanced air-cooled engine. Undetected for several years, Lonkowski sent secret material to Berlin, until he was detained by US customs officials in New York while trying to return to Germany in 1935 with blueprints for an experimental bomber and other sensitive material in his possession. Fortunately for Lonkowski, the customs authorities deemed the material inconsequential and released him, allowing him to flee the country, through Canada, to Europe.

Unlike Lonkowski, who was talent-spotted and subsequently recruited by the Abwehr, Rumrich had not waited to be approached by the organisation, but volunteered his services in 1936. By then, Rumrich had been married to Guiri Blomquist, a teenage girl from Montana, for less than a year, and the pair were expecting their first child. His ambitions beyond family life had been inspired by the memoirs of Colonel Walter Nicolai, an intelligence chief in the German Army, which detailed the spymaster’s daring missions during the Great War. Rumrich reached Colonel Nicolai by writing to him through a Berlin-based newspaper, Völkischer Beobachter, in early April 1936. In his correspondence to the Hitler-owned newspaper, which had been a mouthpiece for the Nazi Party, Rumrich pretended to be a senior US army official with access to sensitive information. Instead of providing his contact details, he appealed to the Abwehr’s sense of intrigue and asked to be contacted through an advertisement in the public notices section of the New York Times, with the words: ‘Theodore Kerner – Letter received, please send reply and address to Sanders, Hamburg 1, Postbox 629, Germany.’ The Abwehr received Rumrich’s letter and subsequently set up a meeting between him and one of its agents at a restaurant in New York on 3 May. It would have seemed obvious to the Abwehr agent that Rumrich was slightly unconventional, a risk taker, and eager to prove himself as a spy. And he did.

Rumrich obtained information for German intelligence that varied in sensitivity. By acquainting himself with unsuspecting sailors and merchant seamen at bars along the port of New York City, he had been able to glean information relating to the movement of cargo and warships and report it back to Germany. He even obtained information relating to the planned installation of anti-aircraft weapons in New York and tried his hand at becoming a recruiter. Rumrich managed to corrupt Erich Glaser, a private in the Army Air Corps at Mitchel Field in New York. Through this newly found fellow traitor, Rumrich was able to obtain army, air force, and navy codes and ciphers, reporting his findings back to Germany by post, or in other cases, through Johanna Hoffmann. Hoffman was an undercover agent working as a hairdresser on the Europa cruise liner, which crossed the Atlantic Ocean weekly. She was the Abwehr’s courier and transferred messages, money, and military secrets between the Nazi spy ring in America and Germany. All members of the Nazi cell in New York, including Rumrich, reported to Ignatz Griebl, a regional spy chief who doubled as an obstetrician with a medical practice on the upper east side of Manhattan.

Almost two years into his career as a Nazi spy, Rumrich was overcome by his own confidence and success, especially after managing to get his hands on the medical documents relating to the scale of venereal diseases among military personnel. Instead of merely replicating the successful ploy, he upped the ante. He adopted a much more elevated persona than the senior army official he had previously impersonated. On 14 February 1938, Rumrich dialled the number for the Passport Office in New York from a phone booth at Grand Central Station. When his call was answered, he adjusted his voice to impersonate Cordell Hull, the US Secretary of State. If it were not a stretch of his ambitions, it certainly was beyond his acting abilities – even to the junior clerk on the other end of the line whom Rumrich had ordered to deliver 35 blank passports to the McAlpin Hotel in Manhattan. There were numerous flaws in Rumrich’s approach, but among them was that Hull, the man he had purported to be, was in Washington, DC – and not in New York – at the time of the call. It did not take long for the junior clerk to come to that conclusion.

The package Rumrich had ordered was sent, but with a slight variation. Instead of blank passports, the package contained blank passport applications – not exactly useful for Nazi intelligence bosses who wanted US passports for their spies in Europe and Asia to help them operate under false identities. Worse still for Rumrich, was that the men who delivered the package were investigators from the State Department and detectives from the New York Police Department (NYPD). Rumrich was arrested but he protested that obtaining blank passport applications was by no means a crime. His only crime was impersonating Hull, which, although enough to secure a conviction, was deemed by officials to be slightly too embarrassing and inconveniencing for the US Secretary of State. One available option for the officials, while Rumrich was awaiting his fate in a holding cell, was to notify the Army that the deserter was in their custody. The other option was to release him.

Major Joe Dalton, Assistant Chief of Staff at G2, the US Army’s intelligence division, interrogated Rumrich at a military facility on Governors Island, located between Lower Manhattan and the Brooklyn waterfront. Dalton had been one of the first people to read a missive sent by Colonel Raymond E. Lee, the military attaché at the US Embassy in London, outlining a conspiracy against Colonel Eglin, commander of the Fort Totten military facility on the north shore of Long Island. Lee had relayed intelligence from MI5 regarding the plot; information contained in a letter intercepted in Scotland by the British intelligence agency around two weeks earlier. The letter, written by an agent using the codename ‘Crown’, detailed the plan to lure Eglin on the basis of a ‘bogus message, purporting to come from the aide-de-camp of the commanding general […] ordering him to appear before a supposed emergency staff meeting to be held in the McAlpin Hotel’ – the very location used by Rumrich when he had sought delivery of the blank passports. The letter had also revealed that ‘every effort will be made to leave clues which will point to communistic perpetrators’.

MI5 had sought one assurance regarding the intelligence it had provided Colonel Lee: ‘It is of the utmost importance that in any action which is taken on this information, no indication whatsoever should be given of the fact that it was obtained in Great Britain.’ Although unaware of the true identity of its author, MI5 suspected it had been written by ‘a German espionage agent (he may be of any nationality: he had good knowledge of the English language) whose identity is unknown’. Details of the same plot outlined by ‘Crown’ had been scrawled on a paper found in Rumrich’s briefcase after he was arrested. When Major Dalton confronted him about it, Rumrich admitted his part in the plot. Crown had been one of ten aliases that Rumrich operated under.

In 1935, three years before Rumrich’s arrest, a national crime-fighting body under the auspices of the US Department of Justice had changed its name to the Federal Bureau of Investigation. The FBI traced its lineage to the Bureau of Investigation, created in 1908 during Theodore Roosevelt’s administration to probe criminal activities, including land fraud, forced labour, and copyright violations. It also investigated Anarchist violence which had resulted in the assassination of President William McKinley in 1901. The bureau’s mission expanded over time and it gained notoriety after spying on leftists extremists, Anarchists, and Communists in 1919, by collecting personal information on them and their affiliated groups. Through its General Intelligence Division, created by a then newly appointed attorney general, Alexander Mitchell Palmer, and run by a former US Department of Justice lawyer, J. Edgar Hoover, the bureau had responded to a growing hysteria around the spread of Communism in America, which became known as the Red Scare. Over one year, and with Palmer’s authority, Hoover’s special agents oversaw the raids, mass arrests and violent beatings of thousands of suspected radicals and Communists throughout the country. In some cases, suspects had been detained for months without charge, starved, and even tortured. Although the attorney general was publicly criticised by members of congress, civil-rights groups, and the media for the ‘Palmer Raids’ that had been carried out on his orders, Hoover was left unscathed – and by 1924, had become the bureau’s director.

The FBI had gained experience in stamping out domestic threats from subversives and Anarchists, but unlike Britain’s MI5, it was focused on crimes such as homicides, bank robberies, and kidnappings rather than on counterespionage. To the US law-enforcement agency, MI5 was like a distant cousin on the other side of the Atlantic, connected merely through their allied nations rather than joint operational work – unlike the Royal Canadian Mounted Police (RCMP) with whom the FBI had collaborated on cross-border criminal investigations since the early 1900s. The RCMP had deployed an officer in Washington, DC, in 1919 to ‘initiate a funnel of information sharing and act as an on-site liaison with US agencies’ – and some of its officers had even been trained by the FBI academy. The familiarity and common investigative interests between the RCMP and FBI at the time trumped the diplomatic channels, which had operated through embassies, between the US and Britain. However, it was MI5’s core business of intelligence-gathering and counterespionage experience and capabilities that distinguished it from the American and Canadian organisations – not its lack of geographic proximity. Nothing like MI5 had ever existed in the United States or Canada.

Up until MI5 provided information about the Nazi plot against Colonel Eglin, intelligence-sharing between the US and UK had been sporadic, and during the Great War, predominantly conducted through MI6’s US representative, Sir William Wiseman. The most notable tipoff during that time between London and Washington had come through British Royal Navy’s code-breaking department, Room 40, almost two decades earlier. Room 40 had intercepted and decoded a German diplomatic cable, known as the Zimmerman Telegram, revealing the enemy nation’s ambition to undermine America’s sovereignty by creating a military alliance with Mexico. The British tipoff in 1917 ultimately led the US to join the war.

While Fascist movements, including ones with sympathies to Hitler, existed in both the United States and Canada during the 1930s, they were not yet perceived as serious national security threats by the countries’ law-enforcement agencies – until MI5’s Rumrich tip emerged in late January 1938.

 

FBI Director J. Edgar Hoover had been made aware of Rumrich’s arrest, but he perceived it to be a jurisdictional headache because of the number of investigative bodies involved: the US Army, NYPD and US State Department. After initially resisting the call for his agency to take over the case, Hoover relented, and on 19 February 1938, appointed Leon Turrou, an agent from the New York field office, to the case.

Fluent in seven languages, including Russian and German, Turrou had a knack for getting people to open up. With around 3,000 cases to his name, he had tracked down kidnappers and escaped convicts through his nine year career at the FBI. He was brimming with ambition, and at 38, he had 12 years on Rumrich in age. Turrou quickly discovered that Rumrich was far from a bumbling army deserter – he was part of an elaborate Nazi spy ring that exposed Hitler’s aggression towards the US at a time when the country was committed to neutrality. The Neutrality Act, ushered in by US Congress in 1935 to avoid what appeared to be a looming military conflict in Europe and Asia, banned the sale of ‘arms, ammunitions and implements of war’ by the US to foreign countries at war. However, the discovery of the Nazi spy ring brought the legislation into question and foreshadowed the impact that intelligence would have in shaping foreign policy under the Franklin D. Roosevelt administration in the late 1930s and early 1940s.

 

With Rumrich in FBI custody, MI5 and the Dundee Police raided Jessie Jordan’s hairdressing salon on 2 March 1938. During Jessie’s arrest, Colonel Hinchley-Cooke found sketches of military facilities at the shop, which compounded the evidence that MI5 had against her, including the intercepted letters that had been sent to her salon. Three weeks after her arrest, MI5 deployed Guy Liddell to the United States and Canada. His trip was as much about intelligence-gathering as it was about offering help to the FBI on the Rumrich case. The deputy head of MI5’s counterespionage unit was not the most senior representative to whom such an important mission could have been entrusted – but he was operationally capable and already a part of the agency’s succession planning to lead the B-branch. Several months shy of his 46th birthday, Liddell’s success had been shaped as much by his analytical skills and ability to foresee national security threats as his capacity to talent-spot and inspire young intelligence officers. He was short and unimposing, yet self-assured and unafraid of making witty remarks and impersonating others. Liddell’s sense of humour was offset by his more refined and cultured side: he was a gifted musician who could have thrived as much in a career as a professional cellist as he had at dismantling spy rings.

On arriving in the US in the spring of 1938, and with J. Edgar Hoover out of town, Liddell was invited to a meeting at the State Department on the morning of 25 March. After a conversation with its Head of Political Relations, James Dunn, Liddell immediately sized up the power struggle which had long existed between the State Department and the FBI. Both had been vying for funds to create a counterespionage organization – particularly following Rumrich’s arrest in New York the previous month. Dunn was eager to help realise MI5’s ambition of creating an intelligence-sharing platform on espionage threats emanating from Nazi spies and Italian Fascists loyal to Prime Minister Benito Mussolini, who was closely aligned with Hitler. ‘Mr Dunn was very anxious to have an exchange of information on the subjects,’ but the US official wanted to sideline the FBI and military, Liddell later noted in a report about his visit to North America. ‘Quite obviously, the [US] State Department wish to keep the strings in their own hands. Their attitude as I sensed it was: “It would be better not to allow those soldiers and policemen to get loose on their own. If we do not exercise a restraining hand they may lead us into deep water politically and there may be awkward repercussions in [the US] Congress.”’

Liddell humoured Dunn without giving any assurances, but could foresee future problems in dealing with counterespionage cases through the State Department because its agents were ‘not in a position to go very much beyond obtaining passport particulars’. He strongly felt that the FBI and military intelligence were better equipped in dealing with such matters and were less likely to politicise and compromise ongoing investigations. The journey of diplomatic manoeuvring led Liddell to New York next, to meet with Major Dalton at Governor’s Island. Dalton, who had interviewed Rumrich, understood the value of Liddell and his organisation. The US military official expressed a ‘willingness to cooperate with us in any way in the future’, noted Liddell, and perhaps more importantly, acknowledged MI5’s crucial role in informing US authorities about the Hotel McAlpin plot. ‘It is realised that had it not been for the information supplied from this side of the Atlantic, it is quite possible that the facts as now disclosed would never have been known,’ Liddell wrote. The FBI’s special agent Leon Turrou, who had identified ‘some twenty people’ suspected of involvement in the Rumrich spy case, was also eager to win Liddell over, and in the process, had shared his investigation notes with the MI5 officer. ‘He also gave me the fullest possible details of the case,’ Liddell noted.

After his US trip, Liddell travelled to Canada where Nazi espionage, Italian Fascism, and Communism were also deemed a serious concern, as he discovered upon arriving in Ottawa on 31 March to meet with Royal Canadian Mounted Police officials, including the commissioner, Colonel Stuart Wood. ‘The Canadians are very alive to the activities of Nazis and Fascists’, and were closely monitoring the groups through RCMP agents. Liddell was told that 50 per cent of the 475,000 Germans living in Canada ‘are regarded as at least sympathetic toward the Fatherland’, while locally based, Fascist Italians were ‘trying to suborn British subjects of Italian origin from their allegiance to the Crown and encouraging them to sign the oath of allegiance to Mussolini’. Liddell’s mission in March and April 1938 reinforced a shared vision by the RCMP, MI5, and US officials, including the FBI, that intelligence-sharing was imperative to defeating foreign threats. In the final paragraph of his 12-page report, Liddell wrote: ‘We should whenever possible keep up personal contact with Mr Hoover in Washington and his representatives in New York.’

 

During a court appearance in Edinburgh in the spring of 1938, Jessie Jordan’s fate had all but been sealed. Having initially feigned ignorance about any wrongdoing and ‘steadfastly and confidently’ maintained her innocence, Jessie could no longer keep up the façade. The upbeat smile, which was a key fixture at earlier court hearings – some of which were held behind closed doors – changed to a ‘wan crooking of the lips’ when she changed her plea. She was described by one reporter as ‘so completely ordinary in appearance that no one without foreknowledge would have suspected her espionage. She was not the dark-haired and glamorous beauty of the melodramas, but fair, plump, and over 50.’

With nowhere to go and the evidence stacked against her, Jessie admitted that she had been an intermediary between German spies in the United States and the Abwehr in Hamburg. She had also admitted making the pencil annotations on the map of Scotland that had been discovered by her assistant in her handbag, and later acknowledged that such drawings would be of ‘great value’ to any pilot of an enemy bomber. She also pleaded guilty to two charges under the Official Secrets Act, including obtaining information ‘relative to coastguard stations and coastal defence’ on the east coast of Scotland which was ‘calculated to be directly or indirectly useful to an enemy’. In spite of claiming that she had been forced by a member of the Gestapo, the German secret police, to spy for the Abwehr after the intelligence agency had become aware that she was relocating to Scotland in February of the previous year, Jessie finally admitted to getting a thrill out of spying. Her daughter, Marga, had been completely oblivious to her mother’s double life. Seated at the back of the court during one hearing, she sobbed loudly. But Jessie remained unmoved, ‘bare of any expression’ without looking over her shoulder to try to offer Marga a comforting glance. She was ashamed of what she had put her daughter through, yet seemed to accept her own fate. ‘So far as I can fathom her own attitude, she seems to realise that in view of what occurred, neither this country nor Germany has any place for her except in prison,’ Jordan’s senior counsel, A.P. Duffess, KC, told the court. ‘The position seems to be that, having started as an unwanted child fifty-one years ago, she finds herself now, partly through her own fault and partly through fate, once again an unwanted child as regards her native country and the country in which she has spent the greater part of her life.’

Jessie was sentenced to four years in prison under the Official Secrets Act in May 1938. Following her conviction, she told a newspaper: ‘Sitting in my prison cell, I have come to the conclusion that it was sheer unhappiness, coupled with a love of excitement and change, that made me adopt the course I did. And, even admitting that, if I had not missed a boat at Hamburg on a certain faithful occasion, I question whether I would ever have become a spy in the land of my birth […] How different it all worked out from those dreams. Instead of being an artist working on silks and satins, I shall maybe be making mail bags and cleaning cells.’

In the same month that Jessie was convicted in Edinburgh, Leon Turrou identified 18 Nazi spies in the FBI’s first major espionage case. Through interviews with Rumrich and his fellow agents, including Voss and Hoffmann, he had obtained information about how the cell had stolen military and industrial secrets in service of the Abwehr. Yet for all the accolades he had amassed for past investigations, Turrou failed to grasp the nuances of the espionage case: unlike conventional criminals, spies were much more wily. After interviewing the Nazi suspects, Turrou had informed them that they would be subpoenaed to appear at a grand jury scheduled in May. It was an amateurish move which led 14 of the suspects to flee the country. The remaining four, including Rumrich, were the only ones the authorities had held after his confession in February.

The botched FBI investigation exposed Turrou’s mishandling of the case and became a public humiliation for Hoover who until then had gained admiration and notoriety as a national law-enforcement czar. With the FBI shown up by the Abwehr, Hoover sought to discredit Turrou as self-serving and incompetent, and ultimately forced him out. The espionage case also revealed the unbridgeable gulf between President Roosevelt’s democracy and Hitler’s dictatorship. It turned public opinion against the Neutrality Act and put the United States on an ideological war footing against Germany. Voss and Hoffmann, the aviation spy and transatlantic hairdresser, each received a four year prison sentence. Rumrich and Erich Glaser, the US private from the 18th Reconnaissance Squadron, were each sentenced to two years in prison. Three of the four convicted spies were naturalised American citizens, raising questions about how others were willing to betray their adopted country in service of Hitler. The FBI was forced to undergo some soul searching on the home-grown threat it faced and recognised the need to begin training its staff in counterintelligence.

The failure in the Rumrich case became a symbol of the FBI’s early inexperience in counter espionage, but heralded the growing influence of William J. Donovan, the former assistant attorney general who had appointed Turrou to the bureau in 1929. Like Hoover, Donovan was a shrewd political mind who recognised the importance of being in Roosevelt’s inner circle. Once rivals from opposite political parties, Donovan ultimately gained Roosevelt’s trust to create America’s first intelligence organisation – one which closely reflected MI5’s sister spy agency, MI6. The key person who helped Donovan set up the Office of Strategic Services (OSS) – predecessor to the famously known Central Intelligence Agency (CIA) – was neither American nor British. He was a wealthy Canadian with investments in various entrepreneurial ventures, including pressed steel, which ostensibly had nothing to do with the business of spying.



CHAPTER TWO

BUILT IN LONDON’S IMAGE

WILLIAM SAMUEL STEPHENSON’S EYELINE was barely above the five-foot corner posts each time he stood in the boxing ring waiting for the starting bell to sound. His puny frame was wiry and agile. With no brute force to draw on, Stephenson relied on being evasive and unpredictable, calculating and deceptive, to get the upper hand on his opponents. It was a formula that had accompanied him through amateur boxing bouts during his early teens in Winnipeg, western Canada, where he had grown up – and eventually became a way of life. He temporarily hung up his boxing gloves after the beginning of World War I to join the Canadian military and, by 1916, had been deployed to fight on the Western Front where he suffered two poison-gas attacks on the battlefield. Stephenson was rendered ‘disabled for life’ by military doctors, but managed to fudge his own medical history and wrangle a transfer to the Royal Flying Corps to become a combat pilot. He won two of the highest military honours during his service, including the Military Cross for bombing enemy troops and aircraft, before his Camel single-seat fighter biplane was gunned down in July 1918 by the French who mistook it for an enemy bomber. He suffered two bullet wounds to his leg and was taken prisoner to Holzminden, a maximum security facility on the River Weser near Brunswick in north central Germany. Stephenson escaped three months later and wrote a detailed report about his experience at the prison camp.

The report was shared by his superiors with Room 40, the Royal Navy’s code-breaking department, created at the beginning of the war to intercept and decrypt German communication. After reading Stephenson’s report, Admiral William Reginald ‘Blinker’ Hall, director of naval intelligence who oversaw Room 40, admired the Canadian’s bravery. Having returned to Canada after the war, Stephenson migrated back to England in the early 1920s to pursue commercial opportunities. By then, Admiral Hall had temporarily left the intelligence community for a life in politics. The two remained in contact, but at that point, there was nothing in Stephenson’s biography to indicate that he was destined to become a spymaster for Britain.

Born in Winnipeg to an Icelandic mother and a Scottish father, Stephenson was named William Samuel Clouston Stanger at birth. His mother could not afford to raise him following his father’s death, and aged five, he was adopted by the Stephenson family. Twenty years later, Stephenson arrived in England with more ambition than money to his name and invested in General Radio and Cox-Cavendish – local companies that manufactured electrical receivers – on the eve of a radio boom that followed the creation of the British Broadcasting Corporation in 1922. With the money generated from the sale of thousands of home radios to BBC listeners, he funded scientific research aimed at improving the quality and speed of wireless photography – a venture which turned him into a millionaire by his thirtieth birthday. His business portfolio eventually became global and included a film production company and plastics manufacturer in Britain, coal mines in the Balkans and oil refineries in Romania. But it was his takeover in the mid-1930s of Pressed Steel Company Limited, in Oxfordshire, southeast England, that eventually armed him with information about Nazi Germany’s military, which proved useful to British intelligence and brought him closer to Admiral Hall.

Pressed Steel had become a dominant force in the world of motorized vehicles, building car body shells for 90 per cent of the country’s brands, including Morris, Austin, Humber, and Hillman. Stephenson travelled back and forth to Germany to source material for the company at around the same time that Admiral Hall had become an adviser on intelligence to a backbench Conservative politician – Winston Churchill. Having previously served in the nation’s most senior political posts, including as Secretary of State for War and Chancellor of the Exchequer in the 1920s, Churchill had been overlooked for a ministerial role in 1931, despite his party winning the general election by a landslide. The nation was in political and economic turmoil following the Great Depression two years earlier which had slashed its overall exports of steel, textiles and coal by half and forced more than three million people out of their jobs.

With an eye on becoming the country’s saviour, Churchill turned his attention to Germany after Hitler came to power in 1933. He repeatedly warned of the threat of Nazism which successive British governments appeased for fear of being drawn into another war. Churchill maintained his public and parliamentary warnings about Hitler, despite being mocked and accused of warmongering by politicians for his hardline views on the Third Reich. Yet with no access to official intelligence to prove his suspicion of Nazis, he turned to the private sector for information relating to the German dictator. His adviser, Admiral Hall, contacted Stephenson, aware of his connections to Germany through Pressed Steel. The timing was fitting. Stephenson had discovered during a visit to the country that the majority of German steel plants had been ordered by Hitler to produce armaments and munitions. It was in contravention of the Treaty of Versailles which prohibited Germany from maintaining any armed forces following World War I and demilitarised the Rhineland, an industrial region in the country’s west, bordering France. Hitler’s ambition for world conquest arguably revealed itself for the first time in March 1936 after he ordered more than 20,000 of his troops to invade the Rhineland – an aggressive move backed by Italian Fascist leader Benito Mussolini and largely unchallenged by Britain and France.

A month later, Stephenson claimed to have obtained the balance sheets of steel factories in Ruhr, Rhineland, which revealed that the Nazi regime had spent around £800 million on what clearly appeared to be military preparations, including strategic roads. The London-based Canadian businessman passed the information onto Admiral Hall and Churchill in an intelligence exchange that drew Stephenson into the future prime minister’s inner circle, and would ultimately transform him into a kingmaker of spies. Canada would have been unaware at the time that through one of its citizens, it had made a contribution to British intelligence almost two decades before the formation of the Five Eyes alliance.

Britain’s foreign intelligence service, MI6, had become curious about Stephenson’s international business network and knack for obtaining secret information, and it invited him for an interview in the summer of 1939. The spy agency was severely under-resourced, with fewer than 40 intelligence officers at its head office at Broadway Buildings by St James’s Park, in central London. But worse still, MI6 had suffered a reputational setback after informing the Foreign and Commonwealth Office (FCO), the ministry to which it is answerable, of Hitler’s intention to attack Holland in the spring of 1939. The FCO passed the information on to the United States, in the spirit of continued intelligence-sharing, reinforced a year earlier by MI5 during the Rumrich case. But unlike MI5’s tipoff to the FBI, which ultimately disrupted the Abwehr’s espionage mission in America, MI6’s intelligence through the FCO was ‘unfounded’ and proved to be ‘humiliating and damaging’ to the British government. It also stoked an atmosphere of mutual distrust between the UK and Germany at a time when Neville Chamberlain, the British Prime minister, was trying to uphold a policy of appeasement.

The intelligence failure had not been a good look for MI6, and least of all for its director Admiral Hugh Sinclair who had set a high standard for British spying while at the helm of the agency over the previous 16 years. He had succeeded Admiral Hall as the director of naval intelligence in 1919 and founded the Government Code and Cypher School (GC&CS), which replaced Room 40 and became responsible for intercepting and decrypting foreign communication signals. Sinclair maintained his oversight of the signals agency after becoming MI6’s chief, or ‘C’, in 1923. He ran both organisations from the same headquarters at 54, Broadway Buildings in central London, before relocating GC&CS in 1939 to a countryside mansion in southeast England called Bletchley Park. Sinclair had moved the signals agency around 50 miles north of the capital because he feared it could become vulnerable to potential German bombing. The mansion itself was discreetly located but deemed too small to house the code breakers. Yet its surrounding 55 acres of land provided ample room for prefabricated wooden huts. It was in such huts – known only by their numbers to protect the secrecy of the intelligence work within them – that Britain’s code breakers attacked the secret communications of the Axis powers.

Having secured GC&CS’s new location at Bletchley Park, Sinclair needed to address MI6’s patchy intelligence on Germany, which had also been criticised by Britain’s Air Ministry for failing to produce adequate information about the Nazi’s aircraft production and armaments. By then, he had formed three new sections at the agency: Section X specialised in intercepting the telephone calls of foreign embassies; Section D plotted sabotage missions; and Section Z focused on penetrating Germany and Italy through the recruitment of agents from the world of academia, journalism, and business. It was through this route that an overseas MI6 unit fashioned on Section Z came across the Business Industrial Secret Service (BISS) – a private business intelligence firm that had been supplying secrets to Churchill through its founder, William Stephenson.

During the interview with Stephenson on 12 July 1939, Sinclair’s officials were impressed by the entrepreneur’s access to industrial intelligence, but were perhaps a little shocked to discover that some of his sources were MI6 officers moonlighting for the BISS to subsidise their salaries. By the following spring, MI6 officially brought the BISS under its umbrella and personally tasked Stephenson with improving its intelligence links with the United States.

 

Britain had been at war with Germany for two months when Colonel Stewart Menzies was put in charge of MI6 and GC&CS after Sinclair lost his battle with cancer in November 1939. As the former deputy director of MI6, Menzies was an intelligence veteran, accustomed to talent-spotting – but what he saw in Stephenson had little to do with conventional spying. The ‘Quiet Canadian’, as Stephenson had at times been known due to his listening skills, was neither a traditionally trained agent handler nor an intelligence analyst – and, aged 43, he would hardly have qualified as a fresh-faced recruit. But his lack of tradecraft skills was counterbalanced with personality, charm, and an unusual access to the White House corridors of power through a former American boxing world champion, Gene Tunney. The pair had formed a friendship around two decades earlier after watching each other box – and with a heavyweight title to his name, Tunney had been elevated to rarefied social circles where he often rubbed shoulders with the high and mighty, including FBI director J. Edgar Hoover.

Aware of Stephenson’s closeness to Tunney, Menzies sought to create a backchannel with the FBI that could bypass the US State Department’s strict application of the Neutrality Acts. At the time, the State Department had a stranglehold on any communication between America and its allies to avoid a diplomatic fallout with Berlin which could result in war. An additional problem for Menzies was that the US ambassador to Britain, Joseph P. Kennedy, was an ‘appeaser’ who could not be trusted for many reasons. The father of future president, John F. Kennedy, had helped convince Prime Minister Neville Chamberlain to trust Hitler and sign the Munich Agreement which, along with approving Germany’s annexation of Sudetenland, a part of Czechoslovakia, exposed the UK’s weakness. Ambassador Kennedy then publicly declared that the Fuhrer would defeat Britain, triggering a hostile response from the Foreign Office, reversing their previous policy of sharing confidential information with senior US Embassy officials.

To navigate such diplomatic landmines, Menzies could have sought the help of MI5, especially since its newly promoted director of counterespionage, Guy Liddell, had maintained his working relationship with the FBI following the Rumrich case. But that would have placed the power in MI5’s hands, which would not have suited MI6’s sense of unjustified superiority over its sister agency. Instead, Menzies opted for a ‘cleanskin’, an operative whose identity is unknown and deniable, to connect his agency to the FBI director. In the greatest test of Stephenson’s intelligence credentials, Menzies posted him to Washington, DC, to make good on his anticipated access to Hoover – and he did. Hoover and Stephenson immediately connected during a meeting on 16 April 1940, and with no love lost between the FBI director and the State Department, he agreed to forming a backchannel with MI6, but only with presidential approval.

President Roosevelt sensed the political value of shared intelligence between the two agencies – even if it were a little risky in exposing America’s contravention of its own Neutrality Act – and gave it his blessing. With that, Stephenson was suddenly catapulted from his position as a virtually untested intelligence official, to monopolising the information exchange between Menzies and Hoover, and controlling a direct line to Roosevelt through his newfound friendship with the FBI boss. To preserve the secrecy of the new mission, Menzies and Hoover used codenames to communicate – ‘Scott’ and ‘Jones’, respectively. Stephenson also adopted a harmless-sounding title to mask his work: ‘Principle Passport Control Officer for the USA’. Under that guise, the Canadian took overall control of MI6’s operations in the US and Mexico in June 1940, a month after Winston Churchill, his confidant and champion, succeeded Chamberlain as British Prime Minister.

Britain was fighting for its survival, militarily outgunned and out-powered by German troops by almost three-to-one as, nation after nation, Europe fell to Hitler. Churchill was desperate for Roosevelt’s help, but the available secret intelligence he could provide the president would not be enough to sway the US Congress – let alone the public – into entering the war. So, MI6 plotted a new mission to overturn public opinion by creating the British Security Coordination (BSC), an organisation run by Stephenson in New York, which would become the largest foreign intelligence operation ever established in America.

 

The United States had an uneasy relationship with spying in the early twentieth century, made worse by the absence of an agency to coordinate the nation’s espionage and counterespionage operations. In 1919, The US Army and State Department jointly created a code-breaking organisation, The Black Chamber, following the disbandment of a cryptographic military-intelligence section, set up at the beginning of the Great War. The Black Chamber, also known as the Cipher Bureau, targeted and decrypted diplomatic communications to give America an edge over foreign states – in effect, fulfilling the duty of a signals intelligence agency. But it was shut down a decade after its formation when the Secretary of State, Henry L. Stimson, withdrew his department’s funding because he felt that ‘Gentlemen do not read each other’s mail’. Stimson’s apparent noble and moral superiority naively overlooked the live threats of Communist and Fascist regimes that Western democracies, including his nation, faced.

A year later, his bad political judgement was made right when the US Army formed the Signal Intelligence Service (SIS), a division within its Signals Corps, to break foreign government codes. But even then, America’s intelligence capabilities remained largely limited to communication interception through the Army’s SIS, and FBI detectives who were predominantly focused on domestic security, with virtually no experience in counterespionage – as would become clear eight years later in the 1938 Rumrich spy case.

By contrast, Britain’s well-oiled intelligence community was professionalised in the early 1900s, and traced its lineage to Sir Francis Walsingham. As principal secretary and spymaster to Queen Elizabeth I, Walsingham oversaw espionage missions in the sixteenth century, including the physical interception and unsealing of diplomatic letters, deployment of spies around Europe, and infiltration of the Spanish military. Four centuries on, when William Joseph Donovan, President Roosevelt’s closest aide on intelligence, aspired to bridge his nation’s counterespionage gap – he turned to Britain.

Donovan had been Roosevelt’s classmate at Columbia Law School at the early turn of the century. But the pair never interacted then, and became political rivals before being united by a common purpose. After a brief stint as assistant attorney general with the Justice Department in the late 1920s, Donovan made an unsuccessful run against Roosevelt for New York governor in 1932, before setting off on regular trips around Europe and Asia, ostensibly in pursuit of commercial opportunities. However, Donovan’s travels were part of a secretive network of businessmen and lawyers, known as the ‘Room’, which traded intelligence about the developments on the European continent. He met with senior statesmen, including Benito Mussolini, presenting himself to the Italian prime minister as a Republican envoy keen to further his party’s understanding of Italy’s war with Ethiopia. However, Donovan’s primary focus was to gather intelligence on the military capabilities of potential future enemies.

By 1940, Donovan’s sheer determination and ambition had elevated him to the country’s elite foreign policy and business circles. It may have seemed a remarkable achievement for the son of a railroad superintendent from an Irish neighbourhood in Buffalo, New York, but Donovan’s true path to greatness would begin in June of that year, when Roosevelt appointed Frank Knox, a newspaper publisher and senior member of the Republican Party, to Secretary of the Navy. Along with being a fellow Republican, Knox respected Donovan’s judgement and grasp on global affairs and convinced President Roosevelt to draw on the lawyer’s knowledge.

Donovan’s ascension to an informal presidential adviser that summer coincided with William Stephenson’s arrival in New York to set up MI6’s US bureau. The two had a lot in common, beyond growing up in tough neighbourhoods and relative poverty. They shared an appetite for risk-taking and had known each other for over two decades, having first met during the Great War in which both had become decorated flying aces. There was something mutually beneficial to the roles they now occupied: Stephenson would double his access to the White House, which had initially been limited to going through FBI director J. Edgar Hoover; and Donovan would develop a direct line to Winston Churchill and the British intelligence community through his Canadian friend.

Stephenson encouraged Roosevelt’s new adviser to visit the UK and helped set up a series of meetings with senior officials. By the time Donovan landed in London as Roosevelt’s personal envoy on 14 July 1940, the Battle of Britain was underway and Hitler was plotting the kingdom’s invasion. Donovan’s mission to evaluate the country’s war effort on the president’s behalf was timely – and also played into Churchill’s hands. The prime minister appealed for more help from America, but persuaded the envoy that Britain would remain standing and resolute in the face of Germany’s bombardment. Churchill also authorised military officials and spy chiefs, including MI6 chief Stewart Menzies, to brief Donovan on their intelligence, ranging from the country’s Spitfire fighter planes to its coastal defences. Donovan even met with King George VI in what appeared to be a complete and unfettered red-carpet service, with access to Britain’s most treasured people and secrets. However, one secret Donovan would not have been made aware of at the time was that which had been closely guarded at Bletchley Park – the decryption of the Enigma, Germany’s most secret, cypher weapon.

On his return to America from Britain in early August, Donovan convinced the president of Britain’s willingness and ability to fight the war but reinforced Churchill’s appeal for military support.

The president sympathised with Britain’s anxieties about Hitler, whose ultimate vision for world domination through the destruction of Western democracy had become increasingly apparent. Roosevelt was not averse to taking calculated political risks, having already approved a secret backchannel between the FBI and MI6 for intelligence cooperation. But with his eyes locked firmly on an unprecedented third re-nomination to the White House, the offer of military support to Britain would require some rather creative manoeuvring. It was in that vein that he tasked Donovan to identify legal loopholes which would allow the US to provide military aid without openly trampling on the Neutrality Acts and triggering the ire of Congress.

Donovan faced numerous challenges from the get-go. The Neutrality Act of 1939, passed by congress two months into World War II, had been amended to allow the sale of arms to belligerent countries. But the military weapons could only be purchased on a ‘cash and carry’ basis, requiring buyers to pay up front and use their own ships to transport the cargo, and The Johnson Act from five years earlier prohibited credit to nations that had not repaid US loans given during the Great War. Such legislative restrictions were particularly bad for Britain – which, along with being short on hard currency to qualify for ‘cash and carry’, remained financially indebted to the US from the earlier war. Compounding all of this was an opposition by US Army Chief of Staff General George C. Marshall to arming the UK, because he anticipated its invasion and feared that the provision of American weapons would ultimately end up in German hands.

Yet Donovan’s confidence in Churchill’s armed forces – which had largely fended off the threat of German invasion during the Battle of Britain military campaign – convinced President Roosevelt to sign the ‘Destroyers-for-Bases’ agreement on 2 September 1940. The agreement led to the provision of more than 50 navy destroyers to the United Kingdom in exchange for rent-free, 99-year leases on British land in the Atlantic and Caribbean, which would be used for the creation of US air and naval bases. Kindley Field was among the first bases built for the US air force in Bermuda and became an important link for air and sea traffic between America and Europe during the war.

The destroyers deal was a worthwhile trade-off for Britain: it received additional firepower which helped offset the French naval support, lost three months earlier due to the Vichy Government’s surrender to Hitler. The deal also reassured Canada, a British dominion, whose small navy had sailed the Atlantic since the beginning of the war, trying to protect Allied convoys of food and other supplies. By then, more than 200 Allied ships had been sunk by German military submarines, U-boats, resulting in the deaths of thousands of seamen on board. For Churchill, the destroyers agreement was a victory that demonstrated Roosevelt’s willingness to get alongside Britain and draw his country one step closer to war. But unsurprisingly, Hitler deemed the deal a provocative act and five days later, on 7 September 1940, he commanded Germany’s air force, the Luftwaffe, to trigger the Blitz against the UK. The bombing campaign killed more than 43,000 civilians in Britain and destroyed more than a million houses and flats in London alone.

Donovan’s pursuit of new measures to help his country defeat Nazi Germany without direct involvement in the war led him on yet another intelligence-gathering journey to Britain in December 1940, this time joined by MI6’s established US representative, William Stephenson. The trip was paid for by MI6 in the interest of a much greater goal. The British agency ultimately wanted to help the US create an intelligence service in its image, over which it could have some influence. The intelligence cooperation between the two countries was rapidly developing, but Donovan was not the only official from the other side of the Atlantic who was close to the president and had his mind set on creating an intelligence agency. J. Edgar Hoover had his own ambitions to expand his counterespionage reach – and in the same month Donovan met with MI6 in Britain, Stephenson helped the FBI director separately dispatch two of his detectives to London to meet with British spymasters, including MI5’s Guy Liddell.

Liddell made sure the FBI special agents, Hugh Clegg and Clarence Hince, received a series of high-level briefings about ‘tactics, techniques, wartime policing’ relating to MI5’s work and even organised for them to meet with MI6, Bletchley Park code breakers, and other authorities, including the fire brigade.

The bilateral intelligence cooperation between Britain and the US was rapidly growing in depth and coverage and had developed a third, and more secret, dimension. The British government had opened up a new frontier to lobby for American support in the summer of 1940 through its ambassador in Washington, DC, Philip Henry Kerr, Marquess of Lothian. Kerr informed the US War Department of his country’s proposal for an ‘interchange of secret technical information’, including gains that had been made by Britain during the previous nine months in penetrating the ultra-wave radio technology of its enemy. Kerr’s aide-memoire of 8 July offered Britain’s ‘fullest cooperation, to be perfectly open with you and to give you full details of any equipment or devices in which you are interested’. However, the offer was intended to be more of a bargaining chip than a cry for help, stating what Britain ‘might’ include should the deal be agreed to. Among the inclusions that he teased in his correspondence were the ‘method of detecting the approach of enemy aircraft at considerable distances, which has proved so successful; the use of short waves to enable our own aircraft to identify enemy aircraft, and the application of such short waves to anti-aircraft gunnery for firing at the aircraft which are concealed by clouds of darkness’.

The British proposal was positively received by General Marshall and President Roosevelt, amid recognition by defence officials of how the ally’s developments – and others, including the penetration of encrypted military and diplomatic communication systems used by Germany, Japan and Italy – could benefit America’s national security. Correspondence from a Brigadier General from G2, the US Army’s military-intelligence department, revealed that Britain’s technical advancements could save the US up to two years in research. In a letter dated 4 October 1940, the senior military official highlighted the ways Britain’s intelligence may also help ‘disclose espionage, sabotage […] and fifth column in this country and its possessions’ and provide insights into the ‘Axis intentions, plans and operations in the Canal Zone, Caribbean area and Central and South America’. The US Army was conscious of its own limitations, stating that ‘without the aid of information expected to be gained by this exchange, the time necessary to obtain such results might extend from half a year to two years’.

However, the US Army and Navy were not in agreement at first about swapping secrets.
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