C/4128.
LONDON,

14th February » 1940,

L A [Foty,

I am sending you the briel historical sketch of wha* we

now know as S.I.8. Not the least interesting portions or this
sketch are the appendices, from which over and over agein we
learn the same lesson, l.e. that one must plan for the future
and that success in 5.5. work must always be the result of
years of patient work, and not of improvisation.

The machine can be destroyed by & stroke of the pen,

lmm be rnrgotten uvarnmt,, but I ecan mm.l::r
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Lth April, 1940,

!-Iru._ F AT f.;.__..* ‘E‘;“nHJie‘
Thank you 8o much for '_"é‘_t‘_!-:l_- me sas youp
very interesting report on the Secret Services.
Of the three copies which I have had made, T am
keeping one in acecordance with the permission
.aw you so kindly gave me, and I am sending you the

other two as you said you wanted some spares.
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COPY SENT TO GLADWYN JEBB,

HOST SHORET. 11%h uareh, 1949,

I have to-day forwarded to the Prims Hinister my
first Report on the Secret Service, and I have sent copies
to the Secrotary of State for Foreign Affairs and the
Ministers at the head of the Service Departments,

1 am sending coples of my letters to Gladwmymn Jebb
for record. I am relying on him to see thet the cone
elusions are submitted in due course to ti.ose concerned,

I thtmuumﬂthummtmm
m&ninm of monthly meetings at which you
will preside. I attach some importance to these as an
element in the Secret Service.

am sorry to say I cannot enclose a copy of the
my facllities for reproduction here are limited,
only my office copy left. You, however, will

the Secretery of State's copy, or you
wmmtumurmmmgu-




The Secretary of State for Forei

The Firset Lord of the .'-_ﬂmir'ul‘ty.m MTaire,
The Secretary of State for Vap,

The Secretary of State for Aip,

Mr., Gladwyn Jebb. (but not of report),

HOST SEQRET. 11th Merch, 1940,

I submit herewlih my firet Report on the Secret
Sarvice which deals with the various organisations
eontrol of Colonel Menszies. under the

The Report has taken rather longer to complete than
I expected, as the organisation has developed and extended
considerably since I was last concerned with it,

In reading the Report you will notice that during my
enquiry a good deal of action has been taken to strengthen
8.5, at various points. In addition however, I have in-
¢luded a certain mumber of recommendations. I suggest that
Sir Alexender Cadogan's FPrivate Secretary, Mr. Gladwyn Jebb
who has rendered me much assistance in this enquiry, might
be left to bring these to the attention of all concerned,




8imilar letter sent toi-

The First Lord of the Admiralty,
The Secretary of State for War,
The Becretary of State for Alp,
Mp, Gladwyn Jebb.

MOST_SECRAT. 1ith March, 1940,

I enclose herowith a copy of a letter %o
the Prime Minister covering my firet Report on the
Secret Gervice, a eopy of whieh I also enclose. |

(Sgd.) HANKEY .



THE BECHET BERVICES.

Inguiry by the Minleter without Portfolje,

EIRGT REPORT.

INTRODUQTION
THE SECRET POREIGH INTELLIGITOR SERVICES,

S.B.
DISTRIBUTION OF INFORMATION.

WIRELESS COMMUNICATIONS. (Seetion VIIL,)
AOTIVITIES IN ENEMY COUNTRIES,
AQTIVITIES IN HEUTRAL COUNTRIES,
FINANCE,

THE SPIRIT OF 8.8,




I. INTRODUCTION,

1. In Decamber, 1939‘; I wag aalied by
the Prime Minister, the Foreign Secretary
1

gnd the three Bervice Hinj.zturn, tao condugt
an investigntion into the Secret Intelligencs
Servises. I have had the advantage of the
eo-operation of Mr. H., Brittain of the
Treagury and Mr. Gladwyn Jebb of the Foreign
Office, both of whom have given me very
valusble assistance. The latter has also
agted as Secretary to the inguiry. 1
addition, I have worked in close co-operation
with Colonel S.G. Menmies, D.8.0., H.0., the
recently appointed Chief of the Secret Service,
and the Directora of Intelligence of the
Adgniralty, War Office, Alr Minilstry, the
Head of the Intelligence Department of the
Ministry of Economis Werrare, and Sir
Campbell Stuart.

2 I have assumed that, in the
circunstances of the war, my task would be
-m out most usefully if, in cases where

Mwﬂ-ﬁﬂ




3. mammmmm

m.;mlm“mﬂlﬂt:ﬂ'm%wl
Sub-Jcmmittee of the C.I.D. Ths aignator) ey
of the Report were:= I

gir George Murray
T
Generals Ewart and A.J. Murray
Their recommendaticn was -
"
government officimls”, tpies ama
le Very soon, however, it was found that
the work fell into two main compartments nomely,
Foreign Intelligence and Home Security (M.1.5).%
These are still the main branches of Secret
Intelligence, Kot only have their activities
increased emormously, but, with experience and the
march of science, round them have graduslly grown
up, &s the result of war experience and technical
development, a cluster of other secret or quasi-
secret services, dealing with such subjecte as




This investigetion would nat he comploty
unleas it included the relationg botveos &
tvo oplpinel mein Drenohas ar Searet
Intelligence, and these rore regent develop-
monta, from the polnt of view orf both

intelligenocs end technlowl CO=0pere tign,

B, The Forelgn Intellipancs S P of
the subjoct were firat teken up, In ot g
wos not until some weeks luter that 1
asgortained thut the inquiry wes intondsd to
extend to o wider field. Thia first Report,
therefore, is devoted to the Foreimm
Intellipence Bervice, both in its internal
orgunisation end external relations, Thia
part of the investigotion wes £ cilitoted by
the Teot thet Colonel 5.0. Menszies had Jast
been appointed in the pluce of the late
AMmdrel 8ir Bugh Sinclulr ss Chief of 5.5, ond
wus ldmeelfl in the process of reorgunising
the work to meet the exigencies of the
[reaent war,

1I. The Seoret Poreign
6. The mtm




in the soquisition of esecret ln;'umunn ol

it would be wbourd not o tuke it Inito rr—
In faot, in the late wur, us is wely Known,
by good Tortuns combined with thy putient
arforta of an excoptionully anble stare, 14
baomme the moat relisble of oll oup secrot
aources of Anformutlon.
7. The elose connectlon of the {wg abova
branches of Secret Forelmn Intelligence ig
ragopnised by the foct that to-luy, whila they
are separcte orgunivstions, the; beth wopk
under the centrul direction of the sumg heod =
Golonel 5.0. Hemzlesa, who 18 responsible fop
their co=-ordinetion both inter se and with the
Poreign Office, the Intelligences Brenchea of
Gtaffa of the Delenos Sorvices, the HLniut.r;r of
Boopmomie Werfore end other Government
Deporiments.

CHYPTOGRAFHY. B. The material for aryplogrephy ias
furnighsd by British Ocble Companies wnd
iireless Telegruphy Intercepts msds by W/T
interception stetions muintuined by 6.0, & 0.8,
end the Service Depertments. The cost of the
two G.C, & C.5, atations, and of & third 'Ih'lﬂli"
is under construction, is bamamﬂ- Fareign




developmentsa, apart from that reforpag to 1a

puragraph 44 below uff'eoting the parely
interceptlon alde of the wopg,

g, 1 recopmiend that the utmont Bure shouyy
ba axerolsed DY all those wha have m‘ludm
of tha exlstence of thin Wore, not ovan tg
mantion 1t axcept in condltions where secroay
is cartein to be laviocleble, In no
circumstances should it be refappeq to 1y

Qubinst Mimmtss or in uny clreulated documenty

III. 4.8,
10. The Boeret Service worka under the
Forelpgn Office. Ite funds urs Provided by
the Hocrot Servics Vota, which ig sccountad fap
by tho Preasury. Although thia money ip
vored by Parliemsnt, the expenditures is not
subject to the ordinery methods of
Parliwmentery control. The Chiaf’ of B.8.
works under the lumediate supervision of tha
Permonent Under Secretery of Stute for
Forelgn Affaire, to whom he renders accounta
of the expenditure of the various Services r
ecntrolled by him, The Chief of ©.8.
submite = budget, which covers ull the
norsel expenditure thet can be foreseen, In
time of war, howaver, q-mnu

i




or gould Pg.uﬂj,hljr huve boen mads, Soveral

exumples could beo given thet heve come to my

pcrﬂgﬂl,.l notice during the mressent wep,

in such cusea the Chief of 3.5, appliss

l"-!-
cor tho requisite funds to the Foreign office
v

who, if thay approve the projeot, wppronch
the Tronsury.

ig. puring the present wur, in ceses whore
the ;:-;--.:JnutmL pperction was on suoh & soule
thut the Forelgn office end Tressury wished
fan ipvestiligution on the Hinlaterial level,
and the detsil invelved wus grouter than so
heavily burdened & Minister us the Secretary
of State for Forelgn Affelrs could undertskxe,
1 have been asked to look Iinto the metter snd
to giva a pinistericl decislon, o tesk which
T have gledly performed to the beat of my
gbility and in eonsultetion with the Mintsters
concerned or thelr Depertments.

This is e plen, which, I recommend, might b
contimie to be followed, though on oocesion it
might be preferred to refer the patter to soma
Minister other then the Minister without
portfolio. 1In eny event the Minlster in

wﬂmuﬁtmmmmm“




DIRECTION AND CONTROL.

Lant Acaling with prepagnnda in

,au;'ln:
umu:.t.rkdlo

14 The yrinclpn-l branches of 3.8. are

ag followel=

- nation
fallection af informa Partly in
in forelgn aountries London and
throush agontis F"“"-’-l.‘r o .
ar Btatlon,

pistribution 3 infornin-
tion. ditte.

Activitien in enomy and/ar
noutral gountries. altte.

satablishoent arrangenents. ditta.

14T pommunicntions. War Station.
rhare ie; in addition, some mmaller

vut important work which 1t is better not

to mention in & written fleports I hova

visited nesrly all the above branches,

shather in London or in the country.

15s The direction and contpol of the

shole orgonisation 18 exsrcised by Colonel

genzies from headquarters in London. A%

the outset of the inquiry, when Cnlonal

yenzies had only just been appointed

an Director, it was obvious that he

was eonaidersbly overloaded with trmediste

charge of the War Station as well as of




ire Claude Dans
(7 gver tne”ornteol oc"a mior o'
sizeel, s s eman, TS
paoratary ™. r
184 vha Pollcey of the B.B, ip entively
{n tho hands of the Director, subject to the
poreign Offices The Director naturally
takes into sccount the requiresments of the
pipectors of Naval, Military, Alr end
woonomic Warfare Intolligence, with all of
whom heé is in personal touch; se well ma
those of the Forelgn Office.
17 pevertheless I hove reached the
gonclusion that something might be geined
from ccceslonsl meatings betwesn the Heads
of the various Intelligence Services referred
ts sbove, and the Hand of the B.5., on whom
they all depend for so much of the Seeret
Intelligences Sush moeatings would be held
at regular intervale (say once a month) to
discuss policy and to compare notes as to the
information required, possible lmprovementa,
the mctivities of Section IX, communications,
liaison arrangements, training of Intelligence
Agents, and so forth, '
18,  With the mssent of thoss concerne




The Directoar of Intnlllgqn.g‘ 18 the

Ministry of Eeonomip Wuri‘n“.

The Director of n.a.

Tha FPrivats Seoretary to the
Under Secrotary of Btate, },l::::rmi
office (Secretary), in

iy origlnal idem hs
this should be linkea updt:“'" that
Jolnt Intelllgence Comittes vut
Colenel Hensieas pointeq aut {hﬂt

the enrliest days 3.3, had, fop H’N‘*“-i-
reapons of peoraoy, Jﬂlibemm13 o
kent aloofl m.'ll. regular G :
Comuittees such an the Commities
Ieperial Defence and the %u;:'q;r
Gtalfs organisation, and that meatingy
o5 a léss formml basis ap sugreated
nbove would be prefershle, I scoept
this view.

Collection of InfTomia tion.

19. In the eollection of informatisn

the firat question that arises s ap to what
intelligence is regquired, Very early in
the inguiry I became unessy as to whethep
S5« was in all capes fully aware of the
inforcation thst Government Departonts
required, which dependa on the lisison
arrngesonts.

20, It transpired, however, that the
Foreign 0ffice, Hinistry of Rconomie Warfare
(whose Director of Intelligence is a forser
member of 5,5.) and Military Intelligence




4th RECOMMENDATION.

rigutenant=0Oolonel Craig (see paragraph 15
(11))s togetier with the lomn of a waysy

Cosmander, have already lmproved matters sng
it is now hoped that the mr‘.ltﬁ nnd g
will be able to devise new methody ana

Plang
in the closest mccord and to put them Suta

speration ao glrounstances permit, The
pirector of Alr Intelligence was antinfiag
that 8.3. knowa what intelligense he wantg
rrom the gquestionnairea forwamied to him
periodically, though he does not receive a1l
the technical information he requires, g
matter which is dealt with below in para-
graph 28. At present the Alr sStaff is only
very slightly represented in 5.8,

Colonel Mengies would welcome s few serving
gtafT officers of the R.A.F., if and whem
available, but Alr-Coimodore Buss was about
to vacate the appointment of Director of Alr
Intelligence and preferred to leave tha
guestion to his successor.

21. I recomsend that the Director of

Adr Intelligence and Colonel Mensies should
keep in view the possibility and desirsbility
of the temporary introduction into 8.8, of
new blood from the Alr Staff, when suitsble

di




gharancter 1s vary Htini‘nctuw' The
Foreign OfTice and Vinistyy of Econany g
Warfare are wall content with the SUpply op
political intelligence.

o5, In technieanl mntiers, h..;'“ur. the
position is lees satisfactory,

Hane gf the
threa Sorviee Intelligence aﬂi-'ﬂl"t-munt,.
recelve all the techniaal inforvatyan they
reguinre.

By The Admiralty, for example, would
like to have prompt informetion ss ts tha
movesents of enemy ships through the Danish
Beltss I was informed that this service
could be built wp only under grest
difficulties, if indeed this wan found
possible at all in wer-time, owing to the
extreme vigilance of the Danish Sovernment,
It was stated, for example, that at the
outset of the war the Danes had completely
broken up the UGerman coastwatching service
in the Belts, In Norway the position of
ground intelligence was rathor better and an

interesting new method for obtaining




ghips in neutral ports, but thers 1, 1itt1g
{nforewtion aes to the Russian Tleet, whije

[taly ia now rother out of the Plotupy,
07, The Director of Mili Ltary

intelligence caphasised the importange op
obtaining fuller details of the present amg
prospective output of factories, gpg
figures for storea, munitions mna inplemente
af WADPs In particular, he lalq Btress op
the importance of photostat coples of
docunente or other positive proof on the
gub jecta dealt with not only in enemy
countries but also in certain neutpal
gountries such as Italy, Busaia and JEDan.
£8. The Director of Alr Intelligence
would like more informstion as to the
numbers of aircraft present on German
aerodromesa, as woll s particulars as to
thelr typea, markinge and so forth., At
firat sizht that would asppear to be
relatively ensy informatisn to obtainm, but
I was inforwed that the Germans exercise the

utmost precaution to prevent any approach
by strangers to their serodromes. s @




obtained glving the expanaion Bchome or the

german Alr Force. He added thyt they haa
had very little Information ahoyg the

production of the latest Yeseerachmiqs

Pighter seroplans.

29. g.8. point out that g certain
amount of information of a detailes
churacter is already supplied but thge it

takes yeara to develop regular and dspens-
able pources for the above clasges af
intelligence. The funds svailable before
the war were not suffieclent for thias end it
is extremely difficult to bmild up the

necessury contacta in time of war, 7Tt mist

- =l

e

L My lm

be recognised aleo that a long time s

—
-

2 s

required before the machine can be built up
afresh in Poland and Czecho-Slovakia and
even in Helland, where the Venloo ineident
has badly dislocated the organieation.
Gimilarly, a fresh machine for Finland could
not be provided at a moment'e notice,

30. I 4o not think that

Colonel Menzies' explanations can be con=
tested and they are well understood by the

- R RN et
? 1 el




TRAINING OF AGENTS, ETC.

formod the background of theip work,

required more dofinite Mﬂmtim, much gg
copies of the Customs returns of eortain

pneutral countries, trade statisticg and so
forth. Ha admitted that Byah L"fﬂmthu

wao available 1n some countries, Particularyy
an.lﬂ; ond that thare h.ﬂ,d hum 2 t“

pugoseses in some other countries, Bt he

wanted more information of thias kina, Ha
thought that its abeence was largely due tq

the fact that the representatives or g.8,

e

abroad did not know precisely what sopt of

T
.

information was required,

32, I wae informed by Colonel Menzies
that the work for M.E.W. wam compuratively
new and was not yet fully developed. Gooa
progreas, however, was being made and he had

glready besn able to furnieh some of the
information which M.E.7. reguired.®

33 A suggestion which was made from
mope than one quarter was that thoss who
direct the work in the field, e.g. Passport
Control Officers in countries adjacent to
Germany, were not sufficlently informed as
to the requiirements of the Service Depart-
wm ﬂi would be ﬂiﬂ‘-’lﬂﬂt ilfﬂ-'-
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the diffionlty might be gag over 4, ok
axtent by glving those BUpervisops tomp
apecinl training.

i fhie 10 & matter whigh 1 Bugenat
might form the subjeet of SXamination ug gye
moetinge to be presided over by the
Parmanant Mnder i-uﬂl."utu:';r of Htats fop

Farelgn Affalrs referred to ip Paragraph 15

phoviEes
35, Opinions in Goverisent Departments

tend to differ somewhat ae to ths best ropm
in which the reports of 5.8. shoulg appeer,
Some hold that the reports ars Moat usafyl
when rendersd 1 the form of ltems or

intelll emee which esn be ocallutaq by the
Garvice Intelligence Lepartments themselves
with the Information they receive fram athep
BOuUrces 50 88 to eomplete the pluture.
Others consider that the peports ere more
ussful if they sre first collated by &, 8.
All concerned apnoer to sgree that the
politionl royorts compiled by

which inelude "interpretation”, are of great
value and that is the form preferred by the
Foreign O0ffice end the M.%.%., and scoepted
by the D.1.I, On the other hand, the D.M.I.

and D.A.I. expressed a preference for
information without "interpretation”.
My view no hard and fast rule can be laid

In




Sth RECOMMENDATION.

Intelligence Department, however, onn quite
underetand that in caases of teahnlogl
intelligence, €.g. in reply to a Teat onnug
it is preferabils that the information sneyig
be precise and submitted without Somnent,
in a word, the form in which the 1“1'13!'_11“
is submitted must be adapted to the oipgym.
stances of the case. This is one g7 the
questions which might very usefully pe dsalt
with at the meatings under 5ip AMsxandep
Cadogan referred to above in parugraph 1a,
Iv. Distribution of Information,
36, An Intelligence aystem, howevep
sucoeasful in the collectlon of information,
will be perfectly useless unless its
information reaches those concermed in
making plans or decisiona.
- I have heard no eriticiam against
8.8. in this respect. &o far as I have
been able to judge the intelligence accumi=
lated both by 5.5. and G.C. & C.8. 18
rapidly conveyed to all conoerned.
S8, The diffioulties inherent in the
existence of parallel organisations in
London and the War Station seem to have
been surmounted by the provision of
adequate commnications. In the peculis

ammm




sontaots with 5.8. is tha organisation

responaible for malnteining w/ T
commnications both with offigig)

ptantions abroad, such as I-hhuu“, or

with agents. This sectlon playeq an

important part, for exmmples, inp thea

maintenance of communications between

.' the British Missiona in Polana nnd
London during the retreat from Warsaw,
&0, Some remarkably compact
apparetus has been evolved by this

7th RECOMMENDATION. seotion for the peculiar needs of g.g,
end I recommend that the Service
Ministers should instruct their w/p
Technical Departmemts to keep in touch
with these developments with a view to
their possible adaptation to the needs
of thelr reapsctive Services.

41, This organisantion, so far as I
was asble to judge from a brief visit to
one of the Wireless stations, is main-
tained in a high atate of efficiency.
438, The Director of Naval
Intelligence informed me that the
m-mmwmﬁﬂ“




458, In the course of the inguiry
it transpired that, owing %o rapia

developnents to mest the exigenoles
of the war, some readjustment in the

pystem of co—-ordimation between the

wireless interception and direction-
finding orgenisation (known as "y»
services) of the Fighting Services and
the cable interception service of the
Foreign Office had become negessary.
It was evident also that provision
must now be made for the inclusion in
this system of certain wireless
organisations that have recently come
into existence, namely -

(1) Illicit Wireless Interception
inecluding Beacons; T

(11) Ceble Censorship;

(111) Interception of German
Broadcasting Station;

(iv) R.D.P.
a4, After consultation with, end




vI. mm—lﬂ-!imm

45, In this section oertain
pubtarranean activitieas are dealt with whiah
have been foroed upon thas Governnent by the
conditions of modern warfare, It is By fap
the moat diffioult of the notivities of 8.8,
to asgess correctly., At fipst Bilght tha
natural instinot of any humane person is to
recoll from this undeairable business ag
something he would rather know nothing about
The Germnans, however,; have brought thes
developnent of sabotage ang kindred
subterranean services to a hipgh piteh of
efficlency and it is unavoidsble to meintain
them ourselves unleess we are to be Placed at
8 serious disadvantage., sor example,
sabotage may become indispensable for

stopping or slowing down delivery to the
enemy of some vital commodity, the supply of
which in ample quantity would prolong or
intensify the war, If that 1a accepted
then we must do our best to render these
services as efficient as possible.




st pundem frem the Tiles, however, were

gxemined and these undoubted]

wares well

devined and accompanled By & weallh ef

datailed information, maps, Fmtegraphe, ate,
I ean teptify also that, when called upon to
produce Bchemes for partlicular sperations ot
phort notlce, the Beotlon has dlppluyed
ingenuity sand resource,

a7, There has come 1o oy knowledge one
cape of leskage of an lmportant slan of
sabotage = in Yugoslevis, Tt Lo only fals

to say, however, that in that particular ssse
I mveell was warned beforshand that the
eperation was of such & nstors that unlems 1t
were oarried out lmmedistely the preparstlons
were completed the risk of leskags, which was
ever prepent, would be lsmensely inoreaped.
a8, It 1s obvious that the selection of |
Ggente abroad for this kind of work must be
acconpanied by a good deal of risk,
enpecially when, as in our case, it has not
been porsible to build up & persanent service |
of personnel of proved rellsbility, If |




valusble redults have been echleved, snd
compunicstionns betweoen Oerasny and Roumunia
and Huselm heve been hampered to g
conniderable &xtent,

B0 In the early months of the wap
diffioultiens srose and a certein smount of
friotion wne engendered bDetseen a soctlon

of the General Gtal'f known as E.I.R., vhich
dealt with simllur matters, end 6.3, Before
tha present engulry bepsn, however, it had
been arranged in principle that M.1.R.,
vhich coneisted of ten officers, phould
devote iteelfl primarily to plans and
research, End that seotusl sebotage in ansay
countries ehould be undertuken By 5.8, Ir,
however, there were a poaeibility of our owm
troops acting in conjunction with the locsl
government then the metoal work of mabotage
ehouid more properly be entrusted to N.I.H.
An exsmple which would be familisr to

sembers of the War ﬂlblnﬂ‘t-‘ iz in the ceme of
the deatraction of the Roumenfan oil Trells.
If thet particular eperation ahould be
taken 1t could only be carried out oc




WENDATION.

PROPACANDA,

novernnents, would aleo rull to W,I.,R., oOn

the other hand, cperstiona in countrics
pocupled by the enemy or in Russis, which

{p potentially hostile, would ordinarily rall

to FIH'
Thies sub-diviplon, which must ba

Bl.
1iable to minor edjustmenis from time to

time to meet war requirementns, appesrs to

me to be loglcal end sppropriate provided
thut the closest co-operation between the

two Departmente ie preperved. T recomsend
that the Chiel of the Secrc¢t Bervice and the
Director of Military Tntelllsence should be
charged with the duty of ensuring the
closent co-operation and pooling of idean
beiween the Hemdp of the Sectlone concerncd,
Plens for thie are under conslderation at
the present time,

58s Coming to propepsnds I Tind myeelf
on much more delicate grounds Here there
ie every pcope for overlsp bLetwesn

Section IX und the mctivities both of

8ir Campbell Btumrt, who is responeible for
propagands in enemy countries, and with thl

!ln.'l.nrr nr Mumtl.n, who are




gir Campbell's Stuart’s erganisation was
brought inte exiatendcs, therds wum little
propaganda in Gormany outaide of the B.8.
organisation. Consequently Section IX

built up & emall propugends orgunisation for
ite own purposes. Eventually, by arrange-
ment, the peraonnal davoted to this work

were handed over to Sir Campbell Stuart's
charge.

Bide The arrangemant was then mades that
gir Campbell Stuart should produce ths
material for propagands and §.8. should be
responsible for introducing into countries
soocupled by the enamy such part of it as
Bir Campbell Gtuart preferred to distribute
by this channel rather than in the form of
wireless broadoasts or leaflote.

68, In theory thers is much to be said
for this plan. If 5.83. are to develop
sabotage services they must have somo
starting point. It is much easler to find
agents who will carry propagunda into an
enemy country than a savotage plan or
something more lethal. It is only after a
long test on a relatively harmless scale that
individuals can prove themselves relisble

ummmm h;-.ll!lr‘w 3




materinl may best be introduced inte a

country ocoupled by the enemy in manuseript or
typescript and printed or otherwise ro-
produced there. It may be desirable that it
should appear to have an origin in the
country where it 1s eirculated, whether an
enemy or & neutral country. In that svent
it may be important, in order to aveld
disclosing 1ts origin, that even the paper
and the ink are of the quality used in that
country. Again, an agent who was willing
to carry & pamphlet of, let us say, ma
spparently religious character, would be
utterly unwilling to carry mnother pamphlet
purporting to be written from the point of
view of some propagandist soclety,
Communist, Paseist or what not. 35.3. claim
to have a unigue experience in all these
b matters. They consider that the most
sorious mistakes might be made if an attempt
were made by some new orgmnisation to bulld i
up & fresh service. It ia indeed cbvicus
that there ought not to be two Departiments
clandestine business of this kind. It is
 woaknosses to correst whieh 8.8




rusning anti=iasism “somewhere in territory
ocoupied by the Germans™.  4.8., however,

have no control over these presses and

gir Campbell Stuart was far from convinced
that the material he produces resches ita
destination. Further, he was not satisfied
that the S5.3. organisation was not atill
producing propaganda for Germany and German
occupied countries on its own account. 5.8.
urged that a certain amount of such
propaganda in particular districts was
indispensable in order to convince those whom
thay wish to employ to carry out their
sotivities that the Allies are going to win
the war. They claimed that it was easier
for them, with their own local knowledge,
than it would be for Sir Campbell Stuart, to
pm such local propaganda, but they made
no claim to produce propaganda in enemy
countries in the larger political sense.




1 in addition, arrangemsnts have besn
mnde for giving the weekly msetings & more
practical character. It is essential that
puch Department ghould mow snd undsratand
the roquirements and the difficultiss of
| the other mnd combine to solve them in a
' ! gpirit of good team Work.

i 9th RECONMENDATICH. B0 My recommendations on this subject,

which are of rather a provislonal character,

are a5 TollowBi=

l . (a) That 8,8, are responseible only for
the transmission of propagands and
ite cireulation in enemy coumtrias
and Ruasia, but are not reaponsible
for the neture of the propagands in
anemy countriea. Thay should,
however, have some dmowledge of lte

i gbjects mnd chardoter in order that
| they may make appropriate arrange-
ments for introducing 1t into snsmy
gountries.




ordel Lo ensure, as far am yoasiblae,
the elliminntion af frictien and
that the material produced is
elroulnted in thonme partn of
Garreuy snd inssia ang in thooe
cireles for which 1% is intended.

That if any Aifficultiss erise

whieh gannet be sottled Jointly

they should be reported to the

dinister . ithout Fortfelio,

I am '1“'-‘- tﬂ b abla to ru#gpt
that 1 now hear from both partics

that the new arrengecentas arg working
satisfmctorily. (4th March, 1840 .

Vil. Astivities in Neutra) Couptriss,
Bl. The question of ths axtont to
which 8.8, can assleat the Hinistry of
Infarmation in propagunda in nautral
countries has recently been disounsed
betwesn the Secrotary of otate for
Forelgn Affnlres and the Minister of

Information, and for this reason I have

not gone into the matter in much detatl,

Boldly spoaking, in my wisw eo-oparation
10th REOOUMSNTATION, ohould be regulated Emtatis mutandis on the

same lines as set forth in paragraph 60,

Viil. Finance.

6g, The Seoret Service Vete for

1989=40 mmounted before the war to

ET00,000 and a Supplementary estimate has

Just been presented by which it will

be ineressed to £1,100,000. Por noxt yoar




ontogories: (a) the nommel ergenisatien of

the Secrot Service, which 1a more or less a
sontinuing one, and (b) speoial nonerecurvent
4tema which are autharissd from time to tine,
B4, A largas part nrth-mmﬂ“
(a) consists of the ressmeration of agents
mmployed for thoe purpese either of obtaining
inforaation or of sabotogs, I was informoa
that suchk roammoration is carefMully gpraded
agoording to the importanse and wsefulness of
the agents, and figures uoted to me suggest
that the rates of payment are on & reasonsble
basis. At regular intervals the Ghief of 5.5,
reviews the list of agente and considers how
far 1t nocds revision in the light of the
results cbtained. I have no doubt that the
Ohief will continue Lo eomtrol this expenditure
en sush lineas.

65, Under head (a) are also inoluded the
ealaries and expenses of the Headw-quarters staff
of the Service. From partioulars given the
remmoration of thnt staff would not appear to
bto excessive,

66, The special sehemes referred to under
(b) are often Very expensive and the Poreign
Offige and the Tremsury must in umm n

‘.m-p-
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of overlapping betwesn the Becret Bervice
and other Depurtments = for cxsmple, in
propagands, preferred to in the immediately
preceding parsgraphs = 15 just s important
from & Tinancial polnt of view as from that
of technical efrlolency.

&A. I am not satlislfled that the
pregent pyeten of engaglng personnel cn &
purely temporary basls without sny prospect
of thelr recelving & penclon or annouity on
their retirement is in the best Intereets
gither of B.8. or of its employees, It 18
not, however, & matter that can easily be
ad justed during the war, and in any event I
phould prefer to postpons ite examination
until I desal with M.I,56, where 1 expeot to

encounter a similar problem.

IX. The gpirit of 8,8,
69. 1 cannot close this Report without




on the 10th August, 1909, the late Uir Mansfisld

cmlng we Hﬂnt fﬁr h:f tha D;ﬂ- Ilnr and Mﬂl‘rﬂ:d ﬂmt' gt ﬂ“

instance of the I1.D.0., & new department was to be ersated in
charge of all secret agents employed by the NHavy and the Wer

ofrice. 'This was subsequently modified in Ootober of the same

year to s dsfinite division of Forelgn and Home Servicos, the
former undsr C. and the latter (as now) under X,

The duties of the 8.8, Bureau at that time werei-

(1) To obtain information of any movement

indicating an attack upon this country, or
any hostile action or preparations for such

an attack.

(8) 'To met ano Boreens to the Admirslty and the
fioe Office.

(38) To condust investigations,

(4) To correspond with all paid agents and
persons desirous of selling secrots,

(6) ‘o mct as representatives of the Mmiralty
and the War Off'ice.

(6) To @ & scheme of permansnt correa-
_ voth at mmﬂﬁmﬂﬂﬁn 1111'
i information from within eney's

lince a% time of war.

In 1919 the Charter was:-




At laot, on the 8ist Ogtober, 1910, Ueneral Gir 0.M.¥.

Moobenogh of H.0.8), wrote o alassis

MoaDonogh (then Colongl
Minute in this ccnnection (Appondix "A') and the maolilne be

to funotion in & very raptriocted way. Tho restrioticon wad
sopentially financial, the total funds for both Q. gud K's
gervices being about £6,000 per anmm, , although tha Forelgn
offics were sxpending esome £60,000 even at that time,

The peference in General MeseDomogh's Uinute to "the
ripat cssentisl is thorough organisation in time of peace,” is
supportad by two of the greatest mathorities in 8.8, Hisolai
of Germany and Orloff of Hussia, both of whom domanded Torty
yveara 88 the minimup whereln to establish & really efficlient
Intolligence Service. The work of the British plongers in
8.8, plready referred to, shows how marvellously this mintmam "
gan be shortensd cnoe the principle had besn reccgnised as e
mational necesaity, but the military origin persisted, & point
well emphasised by Nicolai in all his writings, (Appendices
B, 0, & D,)

In 1924 gt the outbreak of wer, the mehine wus still
amatourish in expoution, but very quickly seowmed & more
responsible posltion owing to the inoreasing demandc mads on
it from all guarters, There was also in exlstence the PuliDey
entirely controlled by the Foreign Office in the person of
Tyrroll, but oo the war progressed thers grew up various un-
relatod burcaux functioning under various Departments of the
Gervices. Wﬁ-mnmnmm:i y




of soorot and pometiman exoiting information was often such &

new development, that becauds of their very non-experience thoy
wers prona to lounch out without comsultation or reference to
the needs of other branches of the Govaroment,

Fortunately, both at home and abroad; thers wers severnl

put@tanding peroonalitios who onsured succecs for tis wor: undap

their control in thedo varidous orgunisations, but the prinoiple

was obviously wrong and atepd beagan to be taen to combine all

sacrat Intalllpganoco potivities undsar’ OnNa sontrol, and under ona

covar.
Barly in 1016, the G.&. Bureau inown fomilisrly until

shen as “G's" show, wes camouflsged ss M.I1.1.e., thus returning
in title, altlough not eltogether in fact, to the VWar Office,
whose early efforts had led to its inception, And even before
then the fundo came fully under the Foreign Office vote to such
an extent indeed that several of the other buresux, (notably the
Admirelty one in Spain), had to ssk "¢" for monies required,
which he had to cbtaln end issue without eany ides of how they
were going o be expendad. In passing, it may boe notod that the
Foroign Uffics representatives sbroed hsd be this time bocoms
elive to the value and need of o Uervice so complementary to
thelr legitimte dutiecs.

0/B questions, cammmnications snd eryptograply, /T
services in eubryo, graduslly made their appesrance, and the
Sele mmm mmﬂntmﬁ mth mn-ﬂr




the Seoret Manual of Intelligence incorporated the fundemeantal
prinoipls of & central control over all military 8.8. wherever

funotioning at the various ,1.Q'® in war time,

The sstablishment of Passport Uontrol, unknown befors
1914/18, provided officinl recoguitlon of 5.1.85. representatives
abroad, tius affording covor which previcusly was difficult and
dangerous to procure. In this respoct the dritish Servise
for years suffercd under o grave disability, compared with
that of other couniries, whoss U.S. raprasontatives had been
fully recognised for years, whother e in in French, Italian
and Japanoée Exbaciles by posting thom as Naval and Hilitepy
.-'Lt,tngh_&u, or whether e in the cose of Mmerics and Germany
ad being perfectly streighiforwmrd Seoretarles of Ecbassias in
TLAMS , It muat bo remochered, however, that even in these
foreligm Services; tha officisl covar acted for the most nart

88 a poat-box, and that the real Secrot Sarvige continuad to
be dona behind thoe scenss by private individusls in business
or othar oocunations. Jpart from the sanior represantative
in each country, this divisoion of setusl work still holds good,
although in tima of war the factor of dovision control now
handiosps and sometimes completely oterilizes the payment of
agenta shroad, end particularly in ensmy Serritory. This
factor did not operate in 1914/18; it is to-day one of the
groatost diffioulties with which every 6.5. organisation is
hourly sonfronted.

The 5.8. funds under the direotion of the Foreign Office
have an inoressing muber of activitiss to finanoe, come of




eseentinl beasis of 8.5, wark has, at times, undgubtedly led
to inability to provide the roquired information,

Put war is only on inoident, and as during pence
war mast be budgeted for, 00 in war the post war gonditions
aust be foreseen and planmed, If 18 not unreasomable to
aspune that whatever the pesce ultimately arrived at, there

will be a tremendous movemont of individuals from all sountries

in seareh of livelihocod, better conditions, opportunities for
advancenent oto, ete., which will necesaitate = vary strict
0/% wateh being kept at all the posts now Nmctioning visee-vis
enemy ngents, Nor will it bo wise to take 1t for grented that
wor is impossidle and cennot reour agnin, Indeed, the
exparience of the past has been that after a war the duties

and neod of mn mpert protestive 1.3, are more sotive and more
desirdble thon at any other time,

In any oconsideration, therefore, of the machine to-—lay
the future utilieation of this machine muat be as carefully
congidered. For this reason the services of exports chould be
retained and encouraged, whether in the fleld (l.,e. at posts
abroad) or at H.Q. whers they oporate through thelr records
and through past expericnce as sieves for information resching.
this country.

Zo-day the 0,14, (rganieation conurigen:=
(a) Contres of informa Politioal, Nawnl,
Adr mmd tlu but vital fotor in war
rmhl

(b) Cbeervation posts for 0/5 measures abrouad,




) tre at home for recording the ins
“};m:ﬁ-r‘uum;-ninanmhmm e
servioa (M.1.5.) whose organisation plaks up the

ropulta at thio end,

A poation dealing with propagands (inelus
L {nformation) and gabotage on the af h.fﬂu
German Gtaff Seotions, who have orgsnised thig

for years,

(h) An unique registry of faots and pereons recarded
during the lagt tidrty years in the 5.1,.8, reparto
end investigations,.

(1) A ssotional erganisation, serving the |

L]
of Btate, composed of © murm
< whose sorutiny and instinet for values

mmﬂnnpﬂﬂn furnished ns doouwsents to be
acted on and appreclated, by reason of camplete
knovledge of tha pouraes supplying thom,

(J) Lastly, unified control under one Chief and
organien, which between 1909 and 1940 has now
become a nagescary part of the Gtate mechinery,




DM 0

Wy, Churchill's sub—oomnlttec, which is conaid
feanibility of establishing & system of poatal m;ﬂﬁl b
in time of strained relations or of war, cxpressed the opinion
that, as it would not be posalble to prevent the agents of a
foreign Power from reporting the progress of our mobilisation
and congentration and the despatoh of war vessels from oup
ports, it was espentinl that we nhould be provided with equally
good means of information, o that we should not fight undar
a disadwmntage in this respect.

As matters atand at present it in probable that our
georet Zervice syetem eompares unfovourably with that of othep
firat olass Powers,; amd that consequently we should find
ourselves at a great dissdwntage in case of war, It is still
in its infanoy, and though great progress has been made sinoe
the Buresu was started a ysapr ago, mich remains to be done
bafore it eoan be considered in any way efficlent, in fact in
the event of war with Germany we cannot now point to a aingle
agent that would be likely to be of use to us.

The first essentlial is thorough organisntion im time of
peace, This 1s trus of all Wwanghes of the Intelligence
Sarvioe, but mors partioularly of the Georet Bervice, as
relinble agenta oan only ba found by dsgrees, and it ia only
aftar a Wtﬁ lmﬂ:;:ugl:mt thoas mhﬂnu of
ponfidence ngent employer oan
establighed which are lw of the efficient woriking
of the ay renerbared that an

which may render valuable information in time of

organiea
may uttarly useless in war tioe, when fone nre
.%, awakened and the dAifficulties of commni inoreaned

' ' tion in time of war by

ut 8o 1 g sothir




Bsplonage ia of military origin, At all
times and in all plagea, agournts information,

supplemented by woans of oeplonage among the
énemy, has been an indispensabla suxilisry help
in miiltary struggles,




Extract from =
THE QERMAN SECAET OSERVICE
by

Goloenal ¥, Nicolal.

It 18 obvious that the seocret pervice of the

threg great mllitary powers, Franoce, Englant and

Aupcia, had the sdventage when 1t wan & questlon

of ocepturing the neutral thoroughfares, and gll

the more so becsuse their servieces weres in Tull

working order at the outbreak of war,




Extruet from =

e GERMAN DEURET SEEVICH

by

Colonal ¥ g Nleolal,

CHAPTEH XV.
—_—_—

Becret agents, all sorte and comditions of nen, need,

First of all, & conmanding personslity in ov

FY sense of thg

toerm to cocmand them. He sust have s knoslsd e af h'a'-"lﬂ-l'lll}',

& dispaesionate Judgment end o akill in he

iing men. Tt

is romarkable that in the Oerman I.8, it was & cEvulrs

aff loe)
of an old family snd an unusually well-edyested woman who

T
best how to desl with the agents, even the sest aifricoddlt and

eralty of them. The Intellipence Service lo n mervice [op

gentlemen, It bresks down wherever it is loced in the handm

i of other personn. The head of the pervice sust, Lo every
respeet, ptand hewd and ghoulders sbove bim cpente; octherelmg
it ie not he who commands but the sgents vith sll thelr
inferior churucteristics. pFor in the eecrei service thase
&Fe scrious dengers for anyone who comes into toueh with 1t.
They 1ie 1n the uncontrollable nuture of Lhe work end of

the information received, and also im the temptution vhich

money offers. Gtern discipline 1e necepoars in the I.5.3
it | |




Extreot from =

by

The World War provided the proof that a atruzgle
between nations had grown out of the narrow limits of decision

by arms and had become a contest in which the whole national

strengih was engaged on the political, economic and military
torritories, and, not least, even in the very soul of the
people, In the plece of a military I.5. there argse a Htate
Secret Service against surrounding countries, It conecerned
iteelf with all that might give the State an adwvantace over
Another, and equally with economics, politics and armamenta. It
d4id mot limit iteelf any longer to the purely negative activity
of inquiry, but engaged in positive motion in the economic
struggle and in home and foreign political propagands.

-

g




R DINATICH CIF LIRELESS T ERQEPT
T (N =P LILING o CRIPTOGRAPIY . AT
RECTL E. g e boraes ¥ ]

A proposal was recently made by the
Director of Naval Intelligence to tha
pipectors of Military and Alr Intelligence
for thé re-organisation of the Co-ordination

of "ireless Interception and Cryptography
in consequenoce of the considerable extension
of wireless and allied sfivities whioch has
taken place since the outbreak of war.

2 Aas this proposal was cognats to

some enguiries on which I bhave recently been
engaged I called together & small exploratory
meeting composed of =

Rear-Admiral J.H. Godfrey
Director of Naval Intelligence, Admivalty.

Maojor-Genseral F.G. Beaumont-llesbitt
Direotor of Military Intelligence, War Office.

Colonel 5.0. Henczies

Group-Captain L.F. Blandy

t t Intelll
(representing Director of Tuy ms.

Mr. Gladwyn Jebb* (Poreign Office).
Be As & result of the discussion that
took place at this meeting the following




(v)

{e)

(a)

(£) Under war conditions the “r

ordinated by the "y s B 1
of which the Chairman in the feg|  o0?
the Government Code and s
sehool (hereafter dessribed g
G+Ce & CaBe)y 8nd the memberg are
the thres officers of the Plghting
peapsctive "Y' organisations.

is to ensure that ths Hul.:it“.
{nterceptlion programmes of the
various "Y" stetions do not overls
to co—~ordinate requirementa of o
three Services, and the 0.C. & Cels
and to “'mf. whore required and
where possible for mutual assistance,

The "Y" Sub-Committes ia
responsible to the main Committes
on the Co-ordination of Interception
Chairman is the Director of ths
GeCs & C.B8+p and the members are
the three Directors of the
Intelligence Departments of the
Fighting Serviceas.

Since the outbreak of the wapr
there heve been certain new
dsvelopments, spart from, but
bearing an important relation to,
"Y* services. Theee nocessitate
reconsideration of the adequacy of
the existing organisation for co=
tiocn. The developments arei-—

(1) Illiecit wireless inter-
ception including Beacons.

(11) Csble censorship.

(111) Interception of German
broadcasting stations.

{iv) ReDeFe
Sy




In addition, the npe

nentioned above Hﬂnl:itut-hm.'
formidable addition to the .

of co-ordination hitheptg work

by the Heﬁ of the 0.0, & g"g”-'nha
him capnélty as cha b
fub=Committee, iron of the wy»

The work of this ofri

particular sphere of n:-;;ti:r:“'.
has become 80 heavy and of gy ﬁh’f
importance as to make {4 bﬂthq

and undesirable to expest him 'I:#mu
remain responsible for the {n
degree of co-ordination requipeq .
end in addition for the go- 1
“M?“m;“ﬁ "Y" work of new
developments which 1lie

spherae. cutside that

The necessary liailson be

"Y" organisation and the ;:ﬂ&ﬂu
Departments of the throe Pighting
Bervicea ls mchieved h! the faot
that the heada of the “Y"
organigations are members of the
Wireless Board.

da My conalderation of these pointas

lends me to meke the following proposals
which have the assent of the offlicers
mentioned sbove in paragraph 28:=

(a) That the "Y" Sub-Committee,
comprising the Head of the G.0.% C.B.
and the heads of the "Y" organisations
of the three Pighting Services,
ghould be reconstituted and
strengthened by the sddition to it
of:=




intelligenoe agty

preaent unr&lnt,.:t::" A% apg g4
s may come ints !Iht:m Othapg
fub-Comnittee woulg .‘h:“' The
responaibls fop enaupi e

gops ap may be a4 mﬁgﬂﬂmt LTTY
exXi8ting oF new nervigen o ¢ MM00N
sotivitien will be ﬂum.m
That the Chairman

after a reasonable ;;‘iﬂ part
anyihing more or legy i pe
obtain the maximun in

That the Sub=Commnittes hould
continmue to be l'&npﬂtlllb;! to th
exlating main Committes on tha .
Co=ordination of Interception af
fireleas Tulifnph;r and
Cryptography (see paragraph 3(d)
above).

That the offer of the Dirsctor of

the 0.C. & C.8: to “mh
vhole=time Seoretary mentioned E
(n)}(41) should be mcoepted.

{Intdul ]’ H.



