
Chapter 22 

INTELLIGENCE AND ESPIONAGE 

 

As mentioned earlier, there was considerable concern, reflected in books and films of the 

time, about espionage and saboteurs in and about the Canal Zone during the 1930s and 

into World War 21.  There was also concern about Nazi spy rings in the US and the 

activities of Nazi spies and sympathisers in South America.  Concern about Japanese 

spying and sabotage was less in the US itself, but was more apparent in Panama, and 

certainly there seemed to be a more concerted targeting of the Canal, its defences and 

traffic by Japanese intelligence (for more comment about Japanese pre-war spying 

activities in Panama, as well as fears of German activities, see the relevant Chapters). 

 

As explained in Chapter 30 on the perceived Japanese threat, the US Office of Naval 

Intelligence (ONI) in the 1930s reported on the activities of Japanese Panamanians and 

their connections to the US, including reports of Japanese Panamanian fisherman visiting 

San Pedro, California; and it maintained registers of all Japanese Panamanians as early as 

1933, and reports on the Japanese community of Panama went back further to 1919.   

 

The counter-espionage efforts by the US authorities pre-war merged into the wartime 

counter-intelligence and signals intelligence work2.   

 

A Presidential directive in June 1939 had laid down the areas of responsibility for domestic 

counterintelligence, but had not clearly defined them where overseas operations were 

 
1  The espionage risk was, of course, not new.  At the end of World War 1 in 1919 a fifth of US espionage 
budget was being spent on Panama.  All Panamanian correspondence, especially that from Europe and Asia, 
was being examined then by US postal "inspectors" seeking anything unusual or troubling in international 
mail: https://www.prensa.com/blogoterapia/Canal-de-Panama-durante-Segunda-Guerra-
Mundial_7_4783841569.html  
2  The Center for Cryptologic History of the NSA in the US has produced a useful summary of the operations 
of Axis agents in Latin America during World War 2: 
https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 

https://www.prensa.com/blogoterapia/Canal-de-Panama-durante-Segunda-Guerra-Mundial_7_4783841569.html
https://www.prensa.com/blogoterapia/Canal-de-Panama-durante-Segunda-Guerra-Mundial_7_4783841569.html
https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-publications/publications/wwii/cryptologic_aspects_of_gi.pdf
https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-publications/publications/wwii/cryptologic_aspects_of_gi.pdf


involved.  By June 1940, the need to define the latter had become more pressing, and as a 

result, the US Navy was given responsibility for intelligence coverage in the Pacific, and 

the US Army responsibility in Europe, Africa and the Canal Zone3.  Elsewhere in the 

Western Hemisphere, except Panama, responsibility lay with the FBI4. 

 

The FBI also set up its new Special Intelligence Service (SIS)5 for its overseas operations, 

such as in Central and South America.  It was also agreed that the SIS would act as a 

service agency, furnishing the State Department, Army, Navy, the FBI, and other 

governmental agencies with economic and political intelligence and also information on 

subversive activities detrimental to the security of the US6.  For more on the work of the 

FBI in Panama, see below. 

 

Also created was the Office of Coordinator of Information (OCOI) – see below, which 

provided the US with a central point for the coordination and exchange of intelligence – 

although the failure to accurately predict and perhaps prevent the attack on Pearl Harbor 

might be regarded as a notable failure7.   

 

After the fall of France and the Netherlands, US authorities began to worry that Dutch or 

French possessions in the Western Hemisphere, or some isolated area such as the upper 

Amazon, might be used as military bases from which to launch a surprise attack on the 

 
3  The Army's MID assumed responsibility for investigation and disposal of all cases in the military 
establishment, including civilians employed on military reservations or under military control, and for cases 
involving civilians in the Canal Zone, the Republic of Panama, and the Philippine Islands: 
https://ncisahistory.org/wp-content/uploads/2020/10/A-CENTURY-OF-US-NAVAL-INTELLIGENCE-
compressed.pdf  
4  The agreement was entitled "Proposal for Coordination of FBI, ONI and MID".  It was dated 5 June 1940 
and was signed by J Edgar Hoover, Rear Admiral Walter S Anderson, and Brigadier General Sherman Miles, 
as the heads of the 3 agencies involved Counterintelligence In World War II (National Intelligence Center): 
https://fas.org/irp/ops/ci/docs/ci2/2ch1_a.htm 
5  The SIS programme was to last until terminated March 1947: https://vault.fbi.gov/special-intelligence-
service/SIS%20History%20Part%2001%20of%2008/view  
6  Ibid. 
7  It was only in the early postwar years that the US saw the creation of a centralised intelligence community 
– with the CIA, National Security Council (NSC), the Air Force Office of Special Investigations (AFOSI) and the 
Army Security Agency - later renamed the National Security Agency (NSA): 
https://fas.org/irp/ops/ci/docs/ci2/2ch1_a.htm 

https://ncisahistory.org/wp-content/uploads/2020/10/A-CENTURY-OF-US-NAVAL-INTELLIGENCE-compressed.pdf
https://ncisahistory.org/wp-content/uploads/2020/10/A-CENTURY-OF-US-NAVAL-INTELLIGENCE-compressed.pdf
https://fas.org/irp/ops/ci/docs/ci2/2ch1_a.htm
https://vault.fbi.gov/special-intelligence-service/SIS%20History%20Part%2001%20of%2008/view
https://vault.fbi.gov/special-intelligence-service/SIS%20History%20Part%2001%20of%2008/view
https://fas.org/irp/ops/ci/docs/ci2/2ch1_a.htm


Panama Canal or the US. There was also a fear that with the initial Axis successes in North 

Africa, a military landing of some size might be attempted on the north-east coast of 

Brazil.  Such actions might be augmented by an Axis "fifth column" in Latin America8.  

 

OPERATION BOLIVAR  Operation Bolivar was the codename for German espionage 

operations in Latin America during World War 2.  Germany 

established a secret radio communications network, with a control 

station in Argentina, and a courier system involving Spanish 

merchant ships.  However, the Operation was effectively ended in 

mid-1944 when the authorities in Argentina arrested most of the 

German agents operating in the country. 

 

Although Operation Bolivar was a RSHA project in origin, many of 

the agents responsible for collecting information were part of the 

Abwehr.  

 

Significant German espionage activity in Brazil ended in March 

1942, when Brazilian authorities rounded up all suspected enemy 

agents. In Chile, in February 1944, the espionage rings in Chile 

were broken up but some of the Germans managed to escape to 

Argentina, where they continued operating for a time.9 

 
8  https://www.nsa.gov/portals/75/documents/news-features/declassified-documents/cryptologic-
histories/german_clandestine_activities.pdf  
9  https://military-
history.fandom.com/wiki/Operation_Bol%C3%ADvar?file=Operation_BOLIVAR_World_War_II_Latin_Americ
a.png 
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THE OFFICE OF THE COORDINATOR OF INFORMATION (OCOI) - was established with the 

appointment of William J Donovan as Coordinator of 

Information (COI) by an Executive Order of 11 July 1941.  

The COI was given authority to collect, analyse, correlate, 

and make available to the President and certain 

Government agencies information bearing upon national 

security; and to carry out, when requested by the 



President, supplementary activities designed to facilitate 

the obtaining of information important for national security 

and not otherwise available to the Government.  

 

In the Spring 1942 the Office of the COI was engaged not 

only in the procurement of information for use in the 

prosecution of the war but also, by agreement with the 

President, in the dissemination of information abroad, 

outside the Western Hemisphere, in support of the war 

effort.  However, a further Executive Order on 13 June 1942 

established the Office of War Information (OWI), and the 

powers and duties of the COI relating to the gathering of 

public information and its dissemination abroad were 

transferred to the OWI10. 11 

 

Despite the apparent interest in, and importance of, the Canal to the US Navy, it was the 

Army that took the counterintelligence lead in the Canal Zone. 

 

Following the attack on Pearl Harbor, the 1939 Presidential directive delineating 

counterintelligence responsibility had less weight – for example, in Hawaii, where martial 

law was declared, the FBI was not to have its former exclusive responsibility for 

investigating espionage, sabotage etc12.  However, it was not until February 1944 that a 

 
10  The COI office was redesignated the Office of the Director of Strategic Services (ODSS) and placed under 
the jurisdiction of the Joint Chiefs of Staff; and “Wild Bill” Donovan, as head of the Office of Strategic 
Services (OSS), became responsible for intelligence-gathering and sabotage in enemy-controlled territory 
during the war.  The office of the Director of Strategic Services was abolished by the abolition of the Office 
of Strategic Services on 1 October 1945. 
11  https://catalog.archives.gov/id/10448162  
12  https://fas.org/irp/ops/ci/docs/ci2/2ch1_b.htm#ciops 

https://catalog.archives.gov/id/10448162
https://fas.org/irp/ops/ci/docs/ci2/2ch1_b.htm#ciops


new Delimitation Agreement came into being13.  For more on the role of the FBI in 

Panama up to 1947 see below. 

 

In respect of Panama, the 1939 directive allowed that the Army’s Military Intelligence 

Division (MID)14 would continue to perform the investigation and disposal of cases 

involving espionage, counterespionage, subversion, and sabotage in the “military 

establishment” including where involving any civilian employees, military reserve, and 

military control, including the investigation of cases in these categories involving civilians 

in the Canal Zone and the Republic of Panama (and certain other sensitive areas, such as 

the Philippines and Alaska)15 – with the proviso that the FBI and Office of Naval 

Intelligence (ONI) were to be informed of any important developments. 

 

The Army’s Panama Signal Company had a monitoring station at Corozal in the Canal Zone 

in 1939, and was one of 7 monitoring stations which were the basic source of SIS intercept 

traffic until after Pearl Harbor16.   

 

The Army’s (very small) Corps of Intelligence Police (which became the Counter 

Intelligence Corps on 1 January 1942) had noted an upswing in Japanese and Nazi German 

activity in the Panama, Hawaiian and Philippines Departments in the late 1930s17. 

 

Under the Presidential directive of June 1939, the US Army had authority in Panama for 

military intelligence, sabotage and counter-espionage.  Then in June 1940, the FBI was 

made responsible for collecting intelligence and conducting counter-intelligence 

 
13  It would remain in place until a new one was agreed in February 1949: 
https://fas.org/irp/ops/ci/docs/ci2/2ch1_e.htm#fbimi 
14  From 1942, the MID oversaw operations of the Army’s 3 intelligence organizations: the Military 
Intelligence Service (MIS), the Signal Security Agency (SSA) – the former SIS, and the Counter Intelligence 
Corps (CIC) – the former CIP. 
15  https://fas.org/irp/ops/ci/docs/ci2/2ch1_b.htm#ciops 
16  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/history_us_comms.pdf 
17  https://fas.org/irp/agency/army/cic-wwii.pdf 

https://fas.org/irp/ops/ci/docs/ci2/2ch1_e.htm#fbimi
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operations elsewhere in the Western Hemisphere (excluding Panama)18 (and operated in 

this role throughout Latin American during the war), while all other foreign intelligence 

work was to be the responsibility of the Army (Military Intelligence Division) or Navy 

(Office of Naval Intelligence)19.  However, until after the attack on Pearl Harbor, actual 

intelligence assets available to the US are said to have been rather thin20, with the 

exception of communications intelligence. 

 

After the fall of France and the Netherlands in May/June 1940, the US authorities began to 

worry that Dutch or French possessions in the Western Hemisphere, or some isolated area 

such as the upper Amazon, might be used as military bases from which to launch a 

surprise attack on the Panama Canal or even the US itself.  There was also a fear that with 

the initial Axis successes in North Africa in 1941, a military landing of some size might be 

attempted on the north-east coast of Brazil and that such actions might be augmented by 

an Axis “fifth column” in Latin America21. 

 

THE DUQUESSNE SPY RING - In the US, just 6 days before the Pearl Harbor attack, every 

member of the Duquessne spy ring had pleaded guilty or 

been convicted, including its ringleader, veteran spy Fritz 

Duquessne.  The spy ring was foiled by a double agent, 

William Sebold, a naturalised US citizen who had left German 

in 1921, but was persuaded during a visit in 1939 to become 

a spy for Germany, but who immediately contacted the FBI, 

who were waiting for him when he returned in February 

1940.   

 

 
18  The NSA has stated that the FBI “did quite well in counterintelligence and undoubtedly disrupted most 
German operations in the US and later in Latin America”. 
19  https://fas.org/irp/agency/army/cic-wwii.pdf 
20  Ibid. 
21  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 

https://fas.org/irp/agency/army/cic-wwii.pdf
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One of the members of the spy ring was Erwin Wilhelm 

Siegler, who served the group as an organiser and contact 

man, and who also obtained information about the 

movement of ships and military defence preparations at the 

Panama Canal.  He was sentenced to 10 years’ imprisonment 

on espionage charges and a concurrent 2-year term for 

violation of the Registration Act22. 

 

Erwin Wilhelm Siegler and another member of the spy ring, 

Franz Joseph Stigler, disguised themselves as the chief 

butcher and chief baker aboard the liner SS America, while 

they obtained information about the movement of ships and 

military defence preparations in the Canal Zone. Stigler had 

also sought to recruit amateur radio operators in the US as 

channels of communication to German radio stations.  They 

remained on the liner until the US Navy converted that ship 

into a troop transport and commissioned her as the 

USS West Point in 194123.  

 

The SS America, before being converted into a troop 
transport.   
The writing on the ship reads “AMERICA” “UNITED 
STATES LINER”.  This was in order to protect the ship, 
as the US was still neutral at the time. 

 

 

 

 

In 1940, Japanese espionage agents were directed to ascertain the relations between the 

US and Latin American countries.  In the past, the Japanese had ignored these countries 

 
22  https://www.fbi.gov/history/famous-cases/duquesne-spy-ring  
23  https://pcmc.domains.uflib.ufl.edu/uncategorized/espionage-in-the-canal-zone/  

https://www.fbi.gov/history/famous-cases/duquesne-spy-ring
https://pcmc.domains.uflib.ufl.edu/uncategorized/espionage-in-the-canal-zone/
http://pcmc.domains.uflib.ufl.edu/wp-content/uploads/2018/12/kic-image-0003-e1544561959353.jpg


but, with the changing political climate, they believed it was advantageous to change their 

policy.  It was also said to be desirable to establish closer contacts with German and Italian 

agents, as well as with Japanese residents24, who were to be cautioned not to create any 

suspicion in the minds of US authorities regarding their espionage activities25.  

 

In October 1940, a Mr Akiyama, Minister at the Japanese Legation in Panama, told Tokyo 

that the new Arias Madrid administration in Panama would cooperate with the US over 

use of the Canal Zone and other areas in Panama, the registration of merchant ships, and 

over additional air bases – this being despite Arias Madrid being seen as pro-German and 

a nationalist.  He also said that newspaper reports in Panama had indicated that the ship 

registry would allow its vessels to enter belligerent waters (despite Panama’s neutrality).  

Anti-German moves were also reported – the charge d’affairs had been made persona 

non grata, the Panamanian minister to Germany was now said to be “inactive”, and that 

Panama would defend the other countries of the Americas “hand in hand” with the US – 

and would have to adopt a similar attitude in respect of Japan and take the requisite 

countermeasures against Japan should US-Japanese relations break down26. 

 

By February 1941, the US Army’s Corps of Intelligence Police (a part of the Military 

Intelligence Division or MID) still had only a complement of 288 men, of which 18 agents 

were assigned to the Panama Canal Department27.  By February 1942, there were 59 

officers in Panama, out of a total of 513 in the whole Corps (which had become renamed 

as the Counter Intelligence Corps (CIC) on 1 January 1942).  The CIC investigated reports of 

subversive activities, and local commanders directed these investigations28. 

 
24  In 1941, a Foreign Office telegram referred to utilising "second Generation" and “resident nationals” but 
cautioned of the risk that “our people in the US will be subjected to considerable persecution, and the 
utmost caution must be exercised”.  In the light of subsequent events, this observation is almost prophetic: 
https://fas.org/irp/ops/ci/docs/ci2/2ch2_a.htm#japns 
25  https://fas.org/irp/ops/ci/docs/ci2/2ch2_a.htm#japns 
26  https://apps.dtic.mil/dtic/tr/fulltext/u2/a617466.pdf 
27  The first 2 such officers had been assigned to the Canal Zone in 1922, the complement rising to 3 in April 
1939, and 4 in 1940, with 12 places originally authorised in 1941. 
28  https://irp.fas.org/agency/army/short.pdf  

https://fas.org/irp/ops/ci/docs/ci2/2ch2_a.htm#japns
https://fas.org/irp/ops/ci/docs/ci2/2ch2_a.htm#japns
https://apps.dtic.mil/dtic/tr/fulltext/u2/a617466.pdf
https://irp.fas.org/agency/army/short.pdf


 

The creation of the CIC mean that the US Army Assistant Chief of Staff (ACofS) G-2 was 

able to assume direct staff control over suitable means to uncover and investigate 

espionage, sabotage, or subversion within the military establishment29.  The same 

reorganisation of the Army structures which saw the USAAC become the USAAF in March 

1942, also saw the creation of the Military Intelligence Service (MIS) in the War 

Department, with the role of coordinating all counterintelligence activities of the War 

Department, although field commanders were told that they would be held responsible 

for counterintelligence coverage within their commands30. 

 

In September 1941, Minister Akiyama reported that he had made a special study of the 

attitude of the US, of the nature of the Panamanian people, and of the topography of 

Panama.  He sent a despatch to Tokyo with an estimate of the money he needed for 

enlightenment, propaganda, and intelligence purposes.  This estimate included bonuses 

for officials or spies assigned to observe the movements of warships31 or to give warning 

about other matters; money for special spies; funds to pay those who tried to obtain 

information as well as those who achieved results; and a separate fund to maintain 

contact with newspaper reporters and other agents (as well as a special fund for spying in 

the other countries to which he was accredited).  The total estimate amounted to an 

expenditure of $730 per month32.  

 

In November 1941, in Panama, all but the most important counter-espionage cases were 

dropped, and all agents received priority assignments to instead ascertain the location of 

the Japanese population in the country.  The Japanese involved were mostly young men, 

 
29  https://fas.org/irp/ops/ci/docs/ci2/2ch1_b.htm#ciops 
30  https://fas.org/irp/ops/ci/docs/ci2/2ch1_b.htm#ciops 
31  Including “Bonuses for officials or spies residing at some distance from the Canal who go at night to 
observe the movement of warships”. 
32  The total estimate amounted to an expenditure of $730 per month: 
https://fas.org/irp/ops/ci/docs/ci2/2ch2_a.htm#japns 
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and the majority of them seemed to be operating or working in barber shops (see the 

earlier section on the pre-war Japanese presence and threat to the Canal). 

 

Following the attack on Pearl Harbor, CIC agents in Panama City and in Colon were 

involved in rounding up the Japanese in their areas – the detention of enemy aliens and 

other suspects was said to be reasonably effective33.  At the same time, they attempted to 

keep track of the activities of the legations in Panama City, with special attention being 

paid to the German and Japanese deputations. 

 

Through to the eve of the Pearl Harbor attack on 7 December 1941, Tokyo continued to 

receive dispatches from diplomatic officials, not just from the US, but also Central and 

South America, Panama, Hawaii and the Philippines34.  These included the reports from 

Minister Akiyama about Panama.  It is said that there were “numerous” reports on 

shipping movements from the Canal Zone during 17 October to 7 December (by now 

Japanese vessels had been barred from using the Canal).  For example, on 18 October 

1941, Minister Akiyama reported on the movement of 4 US freighters, a British freighter 

and 2 US tankers heading for the Pacific between 14 and 18 October, with 4 US freighters, 

2 British freighters, a Dutch freighter, a US tanker and a US steamer travelling in the other 

direction.  It was reported that ships were passing through the canal at night (this might 

have been regarded as unusual, as 24-hour movements did not commence until 1963). 

 

Akiyama also noted military construction progressing rapidly in Panama and he made 

specific mention of Albrook Field and its facilities, as well as new barracks and a 500-

patient hospital35.  Other intelligence reports detailed the military and naval defence 

 
33  https://fas.org/irp/agency/army/cic-wwii.pdf 
34  The US had cracked the PURPLE diplomatic cipher machine in September 1940. 
35  The ’Magic’ Background of Pearl Harbor. Volume 4: October 17, 1941 - December 7, 1941, for DoD 
(Superintendent of Documents, US Government Printing Office), 1977:  
https://apps.dtic.mil/dtic/tr/fulltext/u2/a617466.pdf 

https://fas.org/irp/agency/army/cic-wwii.pdf
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developments and mentioned 3 cruisers, 8 new-type destroyers, 18 submarines, a 

gunboat and seaplane tender in the Canal Zone36. 

 

On 22 November 1941, Minister Akiyama had summarised the latest developments in the 

Canal Zone defences, and the heightened security, including around locks, spillways, 

electric plant etc.  He referred to air bases, anti-aircraft gun bases and “airplane detector” 

bases which, he said, were “able to discover a plane 200 miles away”37.  He claimed that 

there was “coercion” of Panama to provide the added defence sites, in contravention of 

the 1939 Treaty and its partnership basis.  He also referred to the commencement of the 

trans-isthmus road, and completion of the Trans-America Highway, which he expected to 

reach to border with Colombia38. 

 

On 22 November 1941, Minister Akiyama reported to Tokyo that Canal officials were 

checking on the 2,000 Germans, 700 Italians and 400 Japanese which he said were in 

Panama39. 

 

In 1942, US military intelligence produced the following list of “subversive or potentially 

subversive groups40” – 

1. Nazi 

2. Communist 

3. Fascist 

4. Japanese 

5. Falange 

8. White Russian 

9. Vichy France 

10. Korean 

11. Bulgarian 

12. Syrian 

 
36  This seems in excess of the naval forces available to defend the Canal, as detailed elsewhere, and 
presumably includes vessels on transit through the Canal or simply calling in at Balboa. 
37  Presumably referring to the recently-installed radar. 
38  It never went further, ending in the Darien province, and only recommencing the other side of the border 
in Colombia – though it continued on then to the bottom of South America. 
39  https://apps.dtic.mil/dtic/tr/fulltext/u2/a617466.pdf 
40  By the Evaluation Branch of the Counterintelligence Group, part of MIS. 

https://apps.dtic.mil/dtic/tr/fulltext/u2/a617466.pdf


6. Hungarian 

7. Ukrainian 

13. Domestic Fascist 

14. Negro41 

 

In November 1942, a memo from the ONI42 summarising Japanese espionage activities 

said that such activities in the Western Hemisphere were directed from Buenos Aires, 

Argentina43 with a secondary headquarters in Santiago, Chile. However, it said that any 

change in the status of the government of Chile re cooperation with the US would likely 

see curtailment of the latter’s activities and its transfer to Buenos Aires.  It also said that it 

was known that the Chilean Line, a shipping line, was controlled by officers, directors and 

executives who were “favourably inclined” towards the Axis and Japan44. 

 

During 1942, the CIC detachment in Panama was organised on a territorial responsibility 

basis. This comprised the Pacific sector which included the Pacific half of the Canal Zone 

together with Panama City and its environs; the Atlantic side and the Province of Colon; 

and the sector comprising the other areas of the interior of the Republic. 

 

CIC agents were also involved in investigating suspected disaffection amongst Canal 

employees, contractors’ employees, and the military, together with investigation of 

suspected or potential sabotage of ships calling at the Canal Zone ports, and reports of 

clandestine radios and signal lights. 

 

However, the CIC operated outside the Canal Zone only by permission of the Panamanian 

Government, as no agreement had been made for a US secret or investigative force to 

operate in Panama itself.  Despite Panama having declared war on the Axis powers, local 

 
41  https://fas.org/irp/ops/ci/docs/ci2/2ch1_b.htm#ciops 
42  Office of Naval Intelligence. 
43  For more information, see The Politics of Espionage: Nazi Diplomats and Spies in Argentina, 1933-1945 by 
Richard L McGaha (A dissertation presented to the faculty of the College of Arts and Sciences of Ohio 
University), 2009: https://etd.ohiolink.edu/!etd.send_file?accession=ohiou1256330041&disposition=inline  
44  https://ncisahistory.org/wp-content/uploads/2018/03/Japanese-Espionage-Activity-in-South-America-
Nov-3-1942.pdf  

https://fas.org/irp/ops/ci/docs/ci2/2ch1_b.htm#ciops
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cooperation had to be agreed upon, as any rights or privileges extended to the US Army 

were outlined by specific diplomatic agreements and which applied only to specific 

defence sites and highways.  In the Canal Zone itself, the CIC was the only agency which 

conducted investigations of espionage, sabotage, disaffection, treason, and sedition45. 

 

Quarry Heights in the Canal Zone housed one of 5 Army signal detachments (the others 

being in San Francisco, Texas, Hawaii and the Philippines) providing Army intercepts.  In 

January 1939, all 6 detachments were consolidated into the 2nd Signal Service Battalion46. 

 

By the mid-1930s, the Army’s Signal Intelligence Service (SIS)47 had established a chain of 

monitoring stations in the Philippine and Hawaiian Departments, and in the Western and 

south-western US In 1939, these sites were placed under the control of the 2nd Signal 

Service Company, a centralised radio intelligence unit located at Fort Monmouth, New 

Jersey.  This combination of the SIS analysts and an intercept organization would 

represent one of the Army’s greatest strengths in the intelligence field48. 

 

As war broke out in Europe, having previously focused its attention on Japan, despite an 

official position of neutrality, the US slowly began to expand its Army and its intelligence 

activities.  In 1941, MID was more than 10 times of its size a year before.  It shifted 

collection activities on Germany and Japan, as well as Latin America.  The attaché system, 

Army’s traditional strategic source of information, had grown to encompass 136 attachés 

on duty in 50 countries. At the same time, the SIS also underwent expansion and the Army 

activated tactical radio intelligence companies49. 

 
45  https://fas.org/irp/agency/army/cic-wwii.pdf 
46  https://www.nsa.gov/about/cryptologic-heritage/center-cryptologic-history/pearl-harbor-review/sis/  
47  The SIS’s greatest single achievement was the breaking of PURPLE, a Japanese cipher machine used for 
diplomatic communications. Japan, which had begun an aggressive expansion against China in the 1930s, 
introduced the new machine in early 1939.  For 18 months, the SIS joined with the Navy in an intense effort 
to crack the cipher. Finally, in September 1940, they discovered an exploitable pattern which could be 
exploited: https://irp.fas.org/agency/army/short.pdf  
48  https://irp.fas.org/agency/army/short.pdf  
49  Ibid. 
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Once the war with Japan began, the SIS shifted its focus to reading Japanese military 

traffic, which relied on different cryptologic principles than the Japanese diplomatic 

communications (which had used the PURPLE cipher machine, which the SIS had 

compromised).50 

 

In the late 1930s, the Army’s Signals Intelligence Service51 transferred officers to Panama 

and Hawaii, to arrange for more reliable sources of intercept, and to train local Signal 

Corps personnel in cryptanalysis.  Neither move was entirely successful, so they were 

recalled when it was recognised that both could make more effective contributions based 

in the US52. 

 
50  A Short History of Army Intelligence by Michael E. Bigelow, (Command Historian, US Army Intelligence and 
Security Command): https://irp.fas.org/agency/army/short.pdf  
51  Established in 1929, its main and initial role was to compile codes for the Army, with personnel trained so 
that they could engage in cryptoanalysis to work against enemy systems in wartime. The SIS was not 
attached to the Army's intelligence organisation, and military Intelligence considered cryptanalysis merely 
an adjunct of cryptography, which belonged in the Signal Corps.  This situation continued until early in the 
war.  The SIS was renamed the Signal Security Service (SSS) in 1942 and Signal Security Agency (SSA) in 1943, 
and in September 1945, became the Army Security Agency: https://www.nsa.gov/about/cryptologic-
heritage/center-cryptologic-history/pearl-harbor-review/sis/  
52  https://www.nsa.gov/about/cryptologic-heritage/center-cryptologic-history/pearl-harbor-review/sis/  

https://irp.fas.org/agency/army/short.pdf
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53 

During the war, signals intelligence (sigint or comint) was an important facet of military 

intelligence operations54.  The US Army 120th Signal Radio Intelligence (SRI) Company was 

based in the Canal Zone, part of a chain (including in Rio and Florida) involved in radio 

intercepts. 

 

In 1940, intercepts originating in Ecuador were thought to have provided the first tangible 

evidence of the existence of a Nazi radio net in Latin America and Ecuador asked the US 

for technical assistance in locating illegal radio transmitters.  This request was for 

equipment only, but the US ambassador recommended (probably with Ecuadoran 

government approval) that radio personnel also be sent.  At about the same time, 

Colombia made a similar request.  It was proposed that the operation would be under the 

direct control of the US naval attachés in the 2 countries and the Commandant of the 15th 

 
53  https://irp.fas.org/agency/army/short.pdf  
54  The US DoD now defines sigint as a category of intelligence comprising either individually or in 
combination all communications intelligence (COMINT), electronic intelligence (ELINT), and foreign 
instrumentation signals intelligence (FISINT), however transmitted; or more simply as intelligence derived 
from communications, electronic, and foreign instrumentation signals.  While the latter elements became 
more important during the war, given the increased use of radar and other electronic systems, it was 
COMINT that remained the most important. 

https://irp.fas.org/agency/army/short.pdf


Naval District in the Canal Zone.  It was thought that direction-finding (DF) equipment in 

Bogota and at Balboa could get cross-bearings on targets for general location and mobile 

direction-finders, manned by local military personnel, could then determine the exact 

location of the transmitters.   

 

The 4 French DF radio trucks operated by the Colombian Army were shipped to Panama in 

August 1940 for repairs at the US Navy radio station at Balboa55.  However, the planned 

operations in Ecuador and Colombia would never really be successful, and were hampered 

from the start by the fact that the Navy wanted its personnel to be involved in training 

only, despite claims that local personnel would not be able to operate or maintain the 

equipment, and that the only practical way to operate would be use US operators56. 

 

When the Costa Rican Ministry of Security requested that DF equipment be located in 

Costa Rica in 1940, the Army responded that the Navy’s long-distance radio DF stations in 

the Canal Zone would eventually be able to establish the general locality of all clandestine 

radio stations operating in Central and South America.  It also said that the Navy, of 

course, would inform Costa Rica of stations determined to be within its borders, and these 

could then be tracked down with locally-manned DF equipment, which the US could 

provide57. 

 

In the case of other Latin American countries, the only sigint-related activities prior to the 

entry of the US into the war were conducted either through the installations in the Canal 

Zone or through reports to US naval attachés.  This situation would change radically with 

Pearl Harbor and the declaration of war against Germany and Japan58. 

 
55  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 
56  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 
57  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 
58  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 
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The Commandant of the 15th Naval District had originally reported that the intended 

Balboa DF could not be activated as there was no site suitable for its location and the 

operating personnel were sent to the Coco Solo Naval Air Station to man the Type DT-1 DF 

located there and used for “strategic” purposes, and the Type DT direction finder at 

Balboa was relocated to the David Naval Air Station.  Later, the Coco Solo DT-1 was moved 

to Toro Point and a Type DY direction-finder was received for use in strategic high-

frequency direction-finding and was sited at Farfan Radio Station in Panama Oeste59 with 

a staff of 15.   

 

However, aside from the planned DF operations in Ecuador and Colombia, and some DF 

work at Balboa, there was little US Navy involvement in dealing with the clandestine 

German communications in Latin America before the war60. 

 

A unit at the port of Corozal was one of 7 Army Signal Intelligence Service sigint monitor 

stations that were in operation by 7 December 194161 – 

• Fort Hancock, New Jersey  

• Fort Scott, Presidio of San Francisco  

• Fort Sam Houston, Texas  

• Post of Corozal. Panama Canal Department  

• Fort Shafter,  

• Fort McKinley,  

• Fort Hunt. Virginia62 

 

 
59  Farfan was on the other side of the Canal from the 15th Naval District headquarters in Balboa.  It later 
formed part of the US Naval Communications Station Balboa during the continued US presence in the Canal 
Zone: http://www.navy-radio.com/commsta/balboa.htm 
60  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 
61  https://history.army.mil/html/books/070/70-43/CMH_Pub_70-43.pdf  
62  https://www.nsa.gov/portals/75/documents/news-features/declassified-documents/friedman-
documents/pearl-harbor/FOLDER_203/41766199080529.pdf  
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Station WL2 at Rio Hato (originally operated by a detachment of the 120th SRI Company, 

and thereafter by local US Army units) was to become part of the hemisphere network of 

sigint stations also found in Colombia, Ecuador, Cuba, Dominican Republic, Chile, Uruguay, 

Mexico and Brazil.  It was allowed to fall into disuse by the end of the war63. 

 

In April 1942, 120th Signal Radio Intelligence Company had divided itself between Panama 

and Trinidad in order to intercept clandestine Axis radio transmissions.64 

 

 

  

 
63  https://www.nsa.gov/Portals/70/documents/about/cryptologic-heritage/historical-figures-
publications/publications/wwii/cryptologic_aspects_of_gi.pdf 
64  United States Army in World War II.: The technical services by George Raynor Thompson, Dixie R Harris, 
Pauline M Oates and Dulany Terrett (US Army, Office of Military History, Department of the Army, 1957) 
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FBI ACTIVITIES 

 

As we have seen, Panama was set aside from the general arrangements under which the 

FBI counter-espionage operations took place65.  It was regarded as the special province of 

the War Department66.   

 

Nevertheless, the FBI maintained a low level of operations in the country, with the first 

permanent undercover representative based there from March 1942, this level of 

operation being maintained until the SIS programme ended in March 1947.67 

 

The Roosevelt Administration had placed the FBI in charge of political surveillance in Latin 

America during the war, under the Special Intelligence Service (SIS) programme, 

established by Presidential Directive in 1940, with 700 agents were assigned to combat 

mainly Nazi influence in Mexico, Brazil, Chile, and Argentina.  Its mission, however, 

extended beyond countries with significant German populations or spy rings – for 

example, 45 agents were dispatched to Ecuador, a country without any German espionage 

networks.  Furthermore, by 1943, FBI director J. Edgar Hoover had shifted the SIS’s focus 

from Nazism to communism68.  

 

It was not until May 1945 that the first Special Agent was sent to Panama in an official 

liaison capacity as Legal Attaché at the US Embassy, with peak presence in the country 

under the SIS programme in June 1946, when there were 5 representatives in Panama.  

 
65   The FBI was given the responsibility for the Western Hemisphere, including Canada and Central and 
South America, except Panama. 
66  Postwar, the FBI legal attaché office closed due to the War Department refusing to grant FBI 
representatives the full authority given to regular legal attachés in other countries. 
67  https://vault.fbi.gov/special-intelligence-service  
68  The FBI in Latin America: The Ecuador Files by Marc Becker (Duke University Press), 2017: 
https://www.dukeupress.edu/the-fbi-in-latin-america  
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The FBI has said that its official representatives acted almost entirely in a straightforward 

liaison capacity.69 

 

The activities of the FBI SIS office in Panama included – 

• During the war, the FBI surveilled the activities of the Spanish Charge d’Affaires.  At 

that time the records of the former German Legation were being held by the 

Spanish Legation, and an attempt was being made to obtain them.  It was reported 

that the Charge had burnt some of those records, that he operated an intelligence 

operation in Panama, and that he harboured pro-Nazi sympathies.  The 

Panamanian Government was to declare him persona non grata and he was then 

recalled to Spain. 

• Having obtained the records from the former German Legation, an FBI 

representative assisted in their review. 

• Kept FBI headquarters advised of the political situation in Panama, and the 

activities of Communists in Panama. 

• In late 1945, assisted the Army in burglaries occurring in various USAAF airfields in 

the Canal Zone. 

• Had 12 personnel attached – including from March 1945 the Legal Attaché, a 

police and an US Army liaison.  However, 8 of the 12 were described as 

“undercover”. 

• Maintained files on German, Japanese, Italian, Spanish, Communist, French and 

American activities in Panama; as well as on political, economic and social matters 

in Panama.  There were files on such subjects as foreign agents, penetration and 

residents in Panama (German, Italian, Japanese, Communist, Spanish, French and 

Romanian), sabotage, radio stations, submarine activities near Panama. 

 

 
69  https://vault.fbi.gov/special-intelligence-service  

https://vault.fbi.gov/special-intelligence-service


Interestingly, in the light of postwar developments throughout Central America, one of 

the achievements of the SIS programme was said to be a monograph on “Labor-

Communist Movement in Central America” in Autumn 194670. 

 

THE ONI 

 

As we have seen, the Army had the lead on intelligence and counter-intelligence 

operations in Panama and the Canal Zone.  Under the 1940 agreement delineating 

responsibilities, ONI had assumed responsibility for investigation and disposal of all cases 

in the naval establishment, including civilians under naval employment or control and all 

civilians in Guam and American Samoa71.  However, there remained a role for the US Navy 

and its Office of Naval Intelligence. 

 

ONI was keeping track of Japanese activities in South America and the Panama Canal Zone 

in the early 1930s.  Much of the information on Japanese activities in the Canal Zone was 

collected by the Naval Attaché in Buenos Aires; and close cooperation in regard to 

Japanese activities was also maintained with the FBI.  

 

During the 1939-1942 period, the work of ONI Latin American Desk focused on 

counterintelligence and its related activities.  Not only were there believed to be 

approximately 2.5 million Axis-origin aliens residing throughout Latin America, but also 

that their influence upon the political, social, economic, and military institutions of the 

Latin American republics created the single largest obstacle to effective cooperation by 

those republics with the US. 

 

 
70  https://vault.fbi.gov/special-intelligence-service  
71  A Century of US Naval Intelligence by Captain Wyman H. Packard USN (Retired), a joint publication of the 
Office of Naval Intelligence and the Naval Historical Center (Department of the Navy) 1996: 
https://ncisahistory.org/wp-content/uploads/2020/10/A-CENTURY-OF-US-NAVAL-INTELLIGENCE-
compressed.pdf  
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THE ROLE OF ONI IN THE 15TH NAVAL DISTRICT72 

 

The District Intelligence Office, 15th Naval District was established in 1936, but until 1938 it 

was staffed by only 1 part-time officer.  By 1940, it had 3 officers, 2 enlisted personnel, 

and 4 civilians.   

 

By December 1941, it had expanded to 54 officers, 26 enlisted personnel, and 51 civilians. 

This total of 131 included 71 persons assigned to censorship duties who, in 1942, were 

placed under the Director of Censorship in Washington, DC.  Therefore, 1943 found the 

office staffed by 32 officers, 29 enlisted personnel, and 10 civilians. 

 

Because the US Embassy in Panama, had no Naval Attaché accredited to it, the district 

intelligence officer was charged with certain attaché responsibilities and maintained close 

liaison with the US Naval Attachés in other Latin American countries.  

 

The main office was at 15th Naval District Headquarters at Balboa.  In addition, there was a 

Branch Office at Cristobal on the Atlantic side, plus 3 intelligence units, 1 each at Cristobal; 

the Naval Base, Balboa; and the Naval Ammunition Depot, Balboa.  The intelligence units 

were concerned primarily with the security of the facilities to which they were assigned, 

with the Cristobal unit serving the submarine base and the air station at Coco Solo.  

 

The Branch Office, Cristobal, briefed and debriefed ships leaving and returning on the 

Atlantic side, including submarines from Coco Solo.  Merchant ship masters were also 

debriefed as warranted.  

 

On the Pacific side, headquarters personnel performed the intelligence collection and 

briefing functions.  

 

 
72  Ibid. 



As an example of the work unique to the office, in the Summer of 1941, an ONI 

requirement was received to collect monograph material on the Darien Province.  

Lieutenant (jg) E Lawrence Adams, USNR, was allocated the task and the small naval yacht 

Jade (PY-17) was assigned to convey him.  He went upriver to get to the interior, 

thereafter using dugout canoes and going on foot, as there were no roads.  The main 

objective was to record what was seen and to talk with local inhabitants to determine if 

any foreigners had passed through the area recently.  "Foreigners," of course, would be 

suspect as possible enemy agents, although some were known to be involved in 

smuggling.  The report of Adams's reconnaissance was in narrative form and the 

information about the wild and wet area was mostly negative. 

 

 


