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Abstract 
  

 As an organization the OSS’s part in the war in China as remained chronically 

under documented in the Historical record of the CBI. This study analyzes the impact that 

one small sub unit of the OSS known as (Air Ground Forces Recourses and Technical 

Staff) AGFRTS had in China. This improbable organization was designed to blend in 

with the multitude of other organizations operating in China at the time. As we will show 

the creation of AGFRTS was a response to Nationalist corruption by the OSS.  
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CHAPTER I 

INTRODUCTION: THE NATURE OF ESPIONAGE 

On the books, Air Ground Forces Resources Technical Staff (AGFRTS) was 

technically an “intelligence” unit that operated in North China with the 14th Army Air 

Force during the Second World War. However, the reality of the situation was far more 

complicated because AGFRTS was not (what would be considered a traditional) 

intelligence organization. AGFRTS was, in fact, a shell organization that was created and 

funded by the Office of Strategic Services (OSS), the war-time equivalent of the modern 

Central Intelligence Agency (CIA). As a shell corporation, this new unit would give the 

OSS a free hand in China to do as they pleased. This was because a partnership with the 

14th had the power to insulate the OSS from the Chinese government because its 

Commander General Claire Lee Chennault was one of the most respected Americans in 

China. 

In the past, AGFRTS has been written off as an interesting footnote in an obscure 

section of the war, but this quasi Air Force espionage organization in China would 

actually become something far more important. It is clear now that when the OSS 

embarked on this AGFRTS adventure they established a pipeline to the resources they 

needed to conduct a respectable war. This increase in resources would allow the OSS to 

participate in a host of different activities. These included, but were not limited to: close 

air support, sabotage, intelligence collection, counter intelligence, production of 

propaganda, and even assassinations. By the end of the war, the border lines between 

AGFRTS and the OSS where so muddled they were almost indistinguishable. In essence 



	
Texas	Tech	University,	David	A.	Scherer,	May	2018		

2 
	

these two organizations became integrated with each other, actively exchanging 

everything from personnel to supplies.    

This exchange between the OSS and AGFRTS has created a condition where the 

history of both organizations have been amalgamated with each other to a point that it has 

become almost impossible to separate them. As a result, it is now clear that the OSS had 

a far larger footprint in China than previously believed because it seems to have been 

more overtly involved in the conflict than previously thought. When the OSS ceased 

control over the existing air force intelligence unit like a virus, it established itself in 

China for the duration of the war.  

By looking at the actions of the OSS and, by extension, AGFRTS, an alternate 

understanding of what happened in China during the war will come into focus. In the 

past, the war in China has been seen as a conflict where allies worked together to 

accomplish an objective when in fact this could not be further from the truth. The war in 

CBI and China was a war of willing dependents where all the parties involved had vastly 

different objectives.  The government of Nationalist China under Chiang Kai-Shek saw a 

partnership with the United States as a great opportunity, not for a victory over Japan, but 

for a victory over Communism. An American partnership would give them a valuable 

opportunity to build up the country’s secret police and military for the conclusion of their 

ongoing 50 year Civil War. The Nationalists had no intention of using post-Pearl Harbor 

U.S. aid in China for anything other than ending their Civil War (and by extension) the 

Communist insurgency in Northern China. While the United States desperately wanted to 

keep China in the war for no other reason than to keep a large Japanese force occupied, 

the goal of the OSS fell someplace between these two opposing objectives. While the 
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OSS wanted to keep China in the war, their main objective was to kill and disrupt the 

Japanese in any way possible in preparation for the ultimate push on the Japanese 

mainland.1  

Furthermore, when the OSS created AGFRTS as a way to avoid a partnership 

with parties they did not want to become invoked with, they would set a historical 

precedent. AGFRTS would lay the groundwork for future CIA organizations, which 

operated in many parts of South East Asia during the Cold War. The commencement of 

AGFRTS marks the start of a trend where subsequent clandestine organizations of similar 

size and scope representing the United States took a more active convectional approach 

toward waging small wars, a necessity in the post war chaos of the Cold War. It would 

now be acceptable for these organizations to become active participants in military 

actions circumventing laws and governments alike.  

But one may ask: if this topic was so important, why is it just now being 

explored? The answer to that question becomes obvious when you start looking at the 

relevant primary and secondary source material. The primary source material related to 

the topic have been disbursed across different archives like straws in the wind. Some 

records can be found in the archives of the OSS and 14th AAF, while others are found in 

the records of the Joint Chiefs of Staff and elsewhere in private collections.  

Additionally, to make things worse, many of these records are incomplete because 

it was not uncommon for lax military record keeping in China, usually due to a lack of 

office material (primarily paper) and personnel. Often these documents, especially the 

OSS documents, have a confusing tone to them. At times, it is hard to tell when someone 

																																																								
1 Planning for the invasion of Japan would continue until VJ day, as no one at the time knew the Japanese 
would surrender.  
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is with AGFRTS or OSS because OSS officers working as members of AGFRTS used 

the unit as a cover, often blurring the lines of responsibility. To make matters worse, 

members of OSS often switched covers to perform various duties in China out of sheer 

necessity. For example, one archival document outlines how an OSS deception officer 

from New Delhi named Colonel Hunter magically appeared for several weeks during the 

middle of the Japanese’s frantic Ichi-Go campaign. While on duty, Hunter worked with 

fellow AGFRTS member Lt. Charles Fenn to draw up fake orders and other documents 

that were disrupted behind enemy lines or conveniently left in the path of the enemies’ 

advance.2 While the documents available are fantastic at times, it can be hard to navigate.  

 Sadly, the secondary source material is just as scattered, and found in a wide 

range of books, memoirs, and articles that are often not even related to the OSS. While 

some books provide sections with historical insight into AGFRTS, they often only 

acknowledge its existence and nothing more. This lack of secondary source material is 

largely due to two factors: first, to a large extent, the history of this organization has been 

forgotten because few are interested or even know of the organization’s existence; and 

second, locating and navigating the primary source material is a total nightmare.  

Historiographical Review 

While there are a number of important books that deal with Asia during World 

War II, they vary in focus and purpose. Some volumes address specific events that took 

place under the umbrella of CBI (China, Burma, and India).3 While other authors look at 

specific operations or programs that were carried out in the CBI region. These books do 
																																																								
2 “General Report on MO Overall Problems,” RG: 226., entry A1-148, Box 18 Folder: AGF-RTS U.S. 
National Archives 
3 CBI was an officially-created region for the specific purposes of supporting material military operations 
in the regions. In consisted of the territories of Burma, China, and India. This created a situation where 
many divers governments had to work together. 
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not focus on the topic of OSS and AGFRTS, many are important works that cannot be 

discounted because they provide the historian with a foundation to stand on when 

speaking about both the overt and covert American war in China. In general, these works 

can be divided into three parts: individual memoirs of solders and civilians that fought in 

China, popular histories, and military/diplomatic histories. 

Following World War II, veterans and those entrenched in China during the 

conflict felt a necessity to produce volumes about their positive and negative experiences 

endured during the war. The first contribution to the larger body of literature on CBI was 

the 1946 publishing of Thunder Out Of China written by Theodore H. White and Annalee 

Jacoby. The duo’s book was based on real-life wartime experiences of White and Jacoby, 

who lived through many of the events documented in the book while serving as a 

freelance reporter. The reader gets a first hand, on the ground account of the wartime 

environments, documenting the atmosphere of wartime China, and addressing the 

conditions before and after United States involvement.  White describes a deplorable 

state of affairs in the country from start to finish, concluding that the two biggest factors 

for the demise of Nationalist China was poor military leadership and government 

management at the highest levels. White and Jacoby’s narrative is in stark contrast to 

Milton E. Miles’ 1967 work called A Different Kind of War. Miles based the book on his 

own unpublished manuscript called, The Navy Launched a Dragon.4 Miles has a 

completely different experience in China when compared to White and Jacoby. 

Miles’ book, A Different Kind of War… documents his own day-to-day 

experiences as the American commander of a unit called SACO, a joint run American 

																																																								
4 Milton E. Miles, The Navy Launched a Dragon.  
U.S. Naval War College, Naval Historical Collection MSC26, Miles Papers: Box11  



	
Texas	Tech	University,	David	A.	Scherer,	May	2018		

6 
	

Chinese intelligence unit. Miles presents the reader with a generally negative assessment 

of the OSS and AGFRTS. His narrative addresses some of the more petty problems 

between OSS, SACO, and, later, AGFRTS. He saw the Nationalist government as a 

victim to bureaucratic grandstanding and political backstabbing. Miles viewed the OSS, 

General Joseph Stilwell, and the State Department as obstructionist organizations that 

neglected the SACO partnership, prohibiting it from succeeding. He did not see SACO as 

an internally rotten organization that was plagued with the normal corruption associated 

with Nationalist Chinese politics. This book also provides an explanation of how SACO 

was created, describing it as an organization created on the fly with vague legal 

parameters.  

While both A Different Kind of War and Thunder Out of China offer interesting 

information, there are two other books that are worth mentioning in this section. The two 

books in question are China: The Remembered Life by Paul Frillman and Gram Peck and 

Warriors Who Ride The Wind Flying Tigers – Fourteenth Air Force… by William F.X. 

Band. Both of these gentlemen served in the 14th Air Force in China, but at opposite ends 

of the organization. Frillman, a missionary before the war, explores his pre-14th Air Force 

experiences starting with the American Volunteer Group and ending with his 

employment in AGFRTS. Frillman’s book gives the reader a real sense of how the war 

changed and morphed over time, giving accounts of his time as an intelligence officer for 

the 14th Air Force before the establishment of AGFRTS and his later service as a field 

operative in China while attached to the OSS/AGFRTS.  

F.X. Band’s Warriors Who Ride the Wind is vastly different in the fact that his 

book covers the average life of a fighter pilot that flew with the 14th Air Force. Band 
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successfully gives the reader an idea of what the air war in China looked like from the 

pilot’s perspective, painting a chaotic picture. This state of chaos may have also allowed 

Band and his compatriots to wage a secret war in China that focused on the destruction of 

captured Chinese rolling stock that had fallen into the hands of the Japanese during their 

lengthy occupation of China. 

While the previous books are important, one has to keep in mind that they are just 

personal accounts. These are books not supported with archival evidence and hard facts, 

but with memory. Even so, they provide context during an exceedingly complicated time 

in history. But, complicated times in history are extremely interesting for the casual 

reader, and the complicated politics that surrounded the war in China (and the ultimate 

failure of the nationalist) sparked the interest of many popular historians.   

The first major popular history on the topic of China was published in 1970 by 

Barbara Tuchman, Stilwell and the American Experience. The book covered the life of 

Four Star General Joseph Stillwell, the highest-ranking American general in CBI. While 

today many consider the book a popular history, it was a prize-winning work that 

provided insight into the mind of a truly misunderstood man and the many issues he 

encountered while trying to command in CBI. The book also documents in extreme detail 

the many military and political problems between the different leaders acting in China. 

Tuchman offers some interesting perspectives on the Chinese attitude towards helping the 

Americans fight the Japanese outside of China. By the end of the book, Tuchman paints a 

disturbing picture of the Allied relationship in CBI that looks more like a dysfunctional 

family going through a divorce than a flowering wartime partnership between allies. Hers 
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is a very different narrative than the accounts of Miles in his book, A Different Kind of 

War.  

Two years after Tuchman produced her book, a retired CIA agent Richard Harris 

Smith produced a groundbreaking text specifically on the OSS, OSS: The Secret History 

of America’s First Central Intelligence Agency, and is still considered a benchmark work. 

His book provided a detailed chapter on every geographical zone the OSS operated in.  

Even without archival access, Smith provides hard facts most of which still hold true to 

this day. His superb chapter on operations in China titled The Chinese Puzzle covers in 

detail the actions of OSS in Asia. He documented the political problems OSS 

encountered in both Washington and China, explaining how these issues affected ground 

operations in country at the time. The chapter provides some of the most valuable 

information on AGFRTS and its creation.  

Harris’ work is surprising because his book was produced in the mid-70s during a 

time when very few, if any, historians knew of the organization’s existence. Listing the 

names of important individuals that helped form the organization, along with other details 

relating to the function of the unit and the approval process in Washington, Smith was the 

first author to present the idea that once AGFRTS was created it became the primary 

focus of OSS in China.5 Providing a description of how the partnership between the OSS 

and 14th AAF worked, he writes that the OSS absorbed the existing Air Force intelligence 

officers into AGFRTS, implying that a level of OSS control existed over the organization 

from the start.6 

																																																								
5 Richard H. Smith, OSS, : The Secret History of Americas First Central Intelligence Agency (Guilford: 
Lyons Press, 1972), 239. 
6 Smith, 240. 
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The most interesting and frustrating popular history produced on the topic of the 

OSS in China was OSS Special Operations In China. It was self published in 2002 by a 

Retired Col. Francis B. Mills and John W. Brunner, Ph.D. The book tried to shed light on 

the number of small wars that had taken place behind lines in China. Colonel Mills had 

planned on having the famous female journalist Dickey Chappelle produce the book, but 

her ultimate death in Vietnam prevented it, so the Colonel took it upon himself to 

produce the volume on special operations in China. It was a project that took him 15 

years to complete. While it has many good stories, unfortunately, for the historian, they 

are only stories that cannot be substantiated with facts because there is no source material 

to validate his version of events. 

Linda Kush wrote the last of what can be considered popular histories, and was 

published in 2011. The book was produced primarily to document the positive exploits of 

SACO. It was dubbed The Rice Patty Navy: U.S. Sailors Undercover In China. While the 

book is thorough, it has one major drawback: it is entirely based on secondary source 

material. She only provides a selected bibliography and conducted no independent 

archival research, making it a problematic source for the historian. Kush paints a picture 

of SACO soldiers as glorious risk takers and attributes many of SACO’s problems to the 

OSS when, in fact, it was the OSS who provided what few goods and supplies SACO 

first had access to in China. Her section on AGFRTS is basically a regurgitation of Yu’s, 

Mile’s, and Smith’s accounts, interspersed with her own ideas. She concludes that the 

OSS–14th AAF partnership met the same disastrous fate as the OSS–SACO partnership.7  

																																																								
7 Linda Kush, The Rice Paddy Navy U.S. Sailors Undercover in China: Espionage and Sabotage Behind 
Japanese Lines During World War II (New York: Osprey Publishing, 2012), , 229. 
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The last category we have in regards to the historiography of the OSS and China 

during the war is what I classify as Military and Diplomatic Histories. The reason I have 

decided to lump both of these together is because, often, books that deal with espionage 

and the war in China have both military and diplomatic characteristics. The political 

element in that part of the world was just too volatile to divide the two topics.   

The first history that covered the events that took place in CBI was a three part 

series published by the U.S. Army in the 1950s as part of the U.S. Army in World War II 

Green Book set, produced by the Center for Military History. This series of three books: 

Time Runs Out in CBI, Stilwell’s Command Problems, and Stilwell’s Mission to China 

were the first books to document and provide a military and diplomatic perspective on the 

campaigns that took place in CBI and China.  These works were based on army records 

relating to CBI and China. While the books are quite long and informative, they have one 

major drawback: their date of production, composition, and publication occurred during 

the height of the Cold War. As a result, any potentially damaging information, like the 

creation of secret organizations, would have been omitted for security reasons.  

In the mid-1970s, there was a resurgence in the scholarship on China and the 

American involvement in the War. This was when two important books where produced 

on the topic: Roy Stratton’s The Army Navy Game and Michael Schaller’s The U.S. 

Crusade in China, 1938–1945. While these two books are vastly different, they deal with 

related topics. Stratton’s book looks at the Army–Navy relationship in CBI and China, 

specifically addressing the issue of inter-service rivalry. The purpose of the book was not 

to expose “military scandals;” it was produced to serve as a “factual recreation” of what 
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happened in that part of the war using tape recordings, letters, conversations, etc., in an 

effort to best recreate what happened in China at the time.  

This is very different from Schaller’s book, where he looks at a wider range of 

issues in China, starting with covert American involvement in the war with programs like 

the American Volunteer Group. Describing these programs as the United States’ first 

endeavor in clandestine warfare, setting the stage for future issues in Asia. He described 

the relationship in China as “a marriage of convenience,” further saying that the worst 

part of losing China was the historical lesson many policy makers thought they learned. 

He states that the loss of China sealed the fate of other non-communist nations in Asia, 

supporting the idea that the rules of the Cold War would not allow for an additional free 

nation in Asia to fall victim.  It would, in essence, create a domino effect that we now 

know was used as a justification for the conflict in Vietnam.    

Margaret B. Denning released a doctoral thesis turned book in 1986 titled The 

Sino–American Alliance in World War II. Denning’s book dovetails well with Schaller’s 

book with one major difference. Denning’s book used both Chinese and American source 

material and was revolutionary because she was one of the first historians to present the 

idea that the Sino–American partnership was one of convenience, not mutually shared 

interest. She felt that each side during the war had independent goals that often conflicted 

with one another.8  This state of conflict was largely responsible for why the war in China 

was often strange and dysfunctional.     

Twenty years later in 1996, the Air Force History Museum published a volume on 

Army Air Force Intelligence during the Second World War.  Appropriately titled 

																																																								
8 Robert L. Beisner, ed. American Foreign Relations. since 1600: A Guide to the Literature Second Edition 
(Denver: ABC-CLIO, 2003), 1:1024.  
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Piercing the Fog… the manuscript conducts an assessment of AAF intelligence in all 

theaters of operation from start to finish. This assessment of AAF intelligence during the 

war claimed that AGFRTS was one of the 14th AAF’s “most important intelligent assets” 

stating it was only “strongly influenced by OSS.” The authors never acknowledge the fact 

that AGFRTS was created, absorbed, and finally taken from the 14th by OSS in 1945, a 

takeover that was primarily due to the fact that the funding and infrastructure was 

managed by the OSS, not the 14th.9 While this could be a result of the Air Force’s 

unwillingness to forfeit the credit of AGFRTS to the OSS, the discrepancy is more likely 

due to the nature of the topic itself. In short, things in China where so chaotic, not even 

the Air Force knew what was going on. This discrepancy highlights one of the primary 

problems of joint operations and the histories they produce. Those who did the work 

would often receive little or no credit for their actions.  

 In 1998, Yale University Press released MaoChun Yu’s book, OSS in China: 

Prelude to the Cold War. This text was the first to be produced by a historian that 

specialized in the topics of China, espionage, and the OSS. Based on declassified archival 

material, this book primarily focused on the OSS in China, but also covered SACO and, 

by extension, AGFRTS to a limited extent. This inclusion of AGFRTS was likely due to 

the fact that the two topics where not mutually exclusive from one another, as I will 

demonstrate later. Yu’s book provides a detailed account of OSS culture in China and 

offers an interesting take on inter-service rivalry in China. Yu presents the idea that the 

OSS utilized the chaotic operating environment of China created by inter-service rivalry. 

Confusion and a lack of any real clear chain of command in China and CBI kept other 

																																																								
9 John F. Kreis, ed. Piercing the Fog: Intelligence and Army Air Forces Operations in World War II 
(Washington: U.S. Government Printing Office, 1996), 318-19. 
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branches from excluding the OSS. Once in China, the organization used this confusion to 

create or take over organizations that could serve their needs in China and the story of 

AGFRTS lends support to this idea. 

 At the turn of the millennium, Richard Aldrich, an international security studies 

specialist, released the book Intelligence and the War against Japan… The primary focus 

of his work was to address the part intelligence played in the Far East, documenting the 

complicated diplomatic relationships between Britain and the U.S.10 Surprisingly, this 

book included a few pages on AGFRTS. However, some inconsistencies about the 

creation of AGFRTS exist in his work. He makes up for it by summing up many of the 

complicated ideas about the political ramifications of the OSS and the creation of 

AGFRTS in less than four pages with amazing clarity. Aldrich’s account provides the 

reader with a brief British-based guide to use and compare with others, but still provides 

no actual assessment of what the unit accomplished. He simply concludes that AGFRTS 

was an important part of the OSS’ “holding company” strategy in China, something that 

will be explored in great detail later in the study. 11 

While a number of other books have documented the existence of AGFRTS, the 

books listed above are volumes with the most information about the organization. They 

serve as a guide for this project, but my work will also rely on a number of books and 

articles not named for the sake of saving space. Furthermore, since the study of espionage 

is one of those topics that will require a multi-pronged approach, independent archival 

research will be incorporated into this assessment to ensure accuracy.  

																																																								
10 Richard J. Aldrich, Intelligence and the War against Japan: Britain, America and the Politics of Secret 
Service (Edinburgh: Cambridge University Press, 2000), XV. 
11 Aldrich, 274. 
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Before I try to explore the inner workings of the OSS and AGFRTS, it is 

fundamental to gain an understanding of the inherent problems that plagued CBI and 

China. One must have a working understanding of the pre-existing conditions in China 

because the diplomatic and political situation at the time created a need for SACO and 

the OSS. This need for the clandestine third option would eventually lead to the creation 

of AGFRTS once OSS encountered the many impossible Chinese road bocks.  
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CHAPTER II 
 

CBI: A BREEDING GROUND FOR ESPIONAGE 
 

Before we look at the CBI and the many factors that lead to the issues 

encountered by Americans in one of the more dysfunctional parts of the war, we need to 

take some time to look at the creation of the OSS, an organization that would play a 

gigantic role in China during the war. When Germany invaded Poland in 1939, the US 

had no true intelligence organization to conduct subversive action. But this changed when 

FDR created the office of the Coordinator of Information (COI) in the summer of 1941 

just before America became involved.12 The COI would be attached to the White House 

providing the President and his Staff with information, not the armed forces. The leader 

of this unit was a blue-eyed New York lawyer named William J. Donovan.  A war hero 

that had earned the Medal of Honor in World War I along with the nickname Wild Bill. 

In essence, “[t]he [creation of the] office of the Coordinator of Information [would go 

down in history as] the nation’s first peacetime, non-departmental intelligence 

organization.”13 After Pearl Harbor, Donovan was given the rank of General and the COI 

was later restructured and given the designation OSS. This act expanded its 

responsibilities, allowing it more freedom of action.   

By war’s end, the OSS would become one of the most revered yet unknown units 

of the conflict because as an organization it would operate and adopt a strategy of “any 

means necessary.” Donovan felt his group of “glorious amateurs,” as they were 

commonly called, could accomplish anything because they were not afraid to use 
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unorthodox methods. The OSS was always willing to try something new. The mission of 

this newly formed OSS unit was officially outlined in the Joint Chiefs of Staff directive # 

(JCS 115/11/D).  

Under the section titled Objectives it states: “The principal objectives of the 

Strategic Services activities are: a. to aid and give direct support to the furtherance of 

projected or actual military operations; b. to destroy the will and ability of the enemy to 

resist; c. To deprive the enemy of the support of his allies and of neutrals and strengthen 

the resistance within occupied countries.”14  No place in the twenty plus page directive 

did it directly state that the military had authority over the OSS, except in matters related 

to supply or transportation. In essence this meant as an organization the OSS answered to 

no one except the President or the Joint Chiefs of Staff in Washington. Since the OSS 

was generally separated from Washington and had access to its own money through the 

Special Funds Division, the organization had little-to-no accountability to anyone and 

even less oversight. As a unit the organization was usually free to do as they pleased, as 

long as their allies did not object. Sometimes the organization did as it pleased without 

approval, as they did with Tito in Yugoslavia in 1943–44, deciding to ask for forgiveness 

not permission. 

This independent funding and individual set of objectives removed the OSS from 

the standard chain of military command. The OSS would use this new independence, 

along with the help of other military intelligence organizations such as the DNI and the 

British Special Air Service SAS, to adopt a new strategy of unconventional war based on 

spying, propaganda, and covert action. While the OSS participated in most European 
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based operations they were barred from operating in the pacific because of the actions of 

one unsuspecting COI officer named Warren Clear, who sealed the fate of OSS in the 

Pacific even before its creation.  

In 1941, Clear had been on a tour of China, Southeast Asia, and the Philippines. 

Reaching the Philippines at the end of his trip in December of 1941, he had the 

unfortunate and likely horrific opportunity to witness the poor defense of the island by 

General Douglas MacArthur. Clear would record everything he witnessed eventually 

using his eye witness based account to produce a scathing but honest report that outlined 

the commanders’ poor performance. His critical COI report would taint any future 

relationships that OSS had hoped for in the pacific giving it a “bad name throughout the 

far east.”15  

The net result of Clear’s mission was it made many high-ranking generals 

skeptical of the worth of the OSS. Many commanders felt the OSS was an oversight 

organization for the executive that spied and interfered with commands. Others just 

ignored the OSS because most felt they were “cowboys” who disregarded the rules and 

played on a different team. After the fallout from the Clear Mission settled, the only 

viable option left for OSS outside of Europe at the time was the untapped Asian mainland 

of China. But the OSS had a problem; how to gain access to the closed system of the 

Chinese. After a number of failed attempts to gain access, it became obvious to OSS that 

the easiest path into China was through a partnership. At the time, ironically, there were 

talks of creating a new joint Chinese organization between the Navy’s DNI and the BIS. 

Immediately the OSS identified this partnership as an opportunity for segueing itself into 
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China because in the past the DNI and OSS had worked extremely well together in 

operations like Operation Underworld, the Navy OSS plan to utilize the Italian and 

American Mafia during the war. But as we will see, the OSS would have a hard time in 

China because the Chinese viewed the organization as a possible threat that could 

potentially destabilize the country. Furthermore, it was seen by the Chinese as nothing 

more than a source of unrestricted supplies that gave them access to training and 

personnel not available to the Navy at the time. The establishment of the OSS as we will 

see, changed the course of the war in China to some extent. While the organizations 

impact may have not changed the final outcome of the war it certainly had an effect on 

the Chinese war with the Japanese and its American partnership during the wider conflict 

of the world war.  

CBI: A Classic SAFU… 

The China–Burma–India Theater of operations was officially created on paper in 

the spring of 1942. Theodore H. White, a journalist who operated out of China during the 

war once stated the CBI “was the stuff of legends” a part of the war that was so 

complicated and perplexing that many Americans would “say you needed a crystal ball 

and a copy of Alice in Wonderland to understand it.”16  The creation of CBI brought 

together the most unlikely of partners and forced them to try and work together in 

horrendous conditions. This compulsory cooperation was one of the primary reasons for 

its complexity as an Area of Operations (AO). It simply had too many international and 

domestic players trying to operate together. Each of the actors in the CBI drama had 

different motivations during the war many of which conflicted with one another. These 
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motivations were generally driven by self-interest more than any other factor and, as a 

result, CBI would become one of the more politically charged theaters of the war.  

When the idealistically-motivated US entered the fray after Pearl Harbor, they 

found themselves in a situation where they were caught in the middle of a tactical, 

political, and logistical nightmare of titanic proportions. Now that the United States had 

entered the war it needed to establish a stable, smooth working Anglo American 

alliance.17 Since no set strategy existed between the different partners, Roosevelt and his 

staff took action and set up a meeting codenamed “Arcadia.” The main goal of this 

Arcadia Conference was to iron out a strategy between the primary powers represented at 

the conference, the British and the United States. One of the biggest policy changes that 

took place at this meeting was the adoption (to Churchill’s delight) of the Atlantic-first 

strategy. This policy would give European operations priority over operations in the 

Pacific and Far East.  

Additionally, the conference would produce a document titled: Declaration by 

United Nations, a binding agreement between the big four (America, Britain, China, and 

Russia) and twenty other smaller nations across the globe. The idea was to get as many 

nations on board as possible whether large or small; over 24 would join.  The language of 

this document was clear. First: all nations that participated must employ their full 

resources, both militarily and economically to the war effort. Second: all nations from 

this point on were bound to work together in a common struggle and were not allowed to 

“make a separate armistice or peace with the enemies.”18 This agreement becomes 
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important later because China often threatened to violate these stipulations during the war. 

Using threats of a separate peace was a form of leverage over the American government 

and her Allies. While this conference was a success it also foreshadowed a number of the 

potential problems with the new partnership. Whether it was an issue over post war 

policy, tactics, or problems related to supply, someone was always unhappy. In CBI, one 

could always find a dissatisfied customer, someone that felt they were being cheated or 

abused. As a result these partners would generally fail to cooperate. This made 

coordination between the different parties a challenging if not impossible task. But it was 

a task, for which the United States took upon itself to accomplish, and one that would 

ultimately fail.  

When the Americans entered into their partnership with Nationalist China it was 

the first time a western power had ever come as a partner, treating them as equals not 

imperial subjects. This new American approach of treating Nationalist China as equals 

would make the wider war in CBI a political concern for many of the former colonial 

powers. The American policy of equal treatment challenged the imperil status quo. Many 

countries had post war plans based in or around Asia and were understandably 

apprehensive about these American plans of making China a great power. But, Roosevelt 

had hoped that the equal treatment of China would outweigh the political risk.  

FDR felt that China was to be used in two ways. First it had to be kept involved in 

the war because it diverted about a million Japanese troops from involvement in the 

Pacific. He conveyed this point in a letter to his son Elliott saying “if China goes under 

how many divisions of Japanese troops would be freed…to do what? Take Australia, take 
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India - [going even further describing them as] ripe plums for the picking.”19 He also had 

a second and more long-term goal for China. His “governing idea was that China should 

be one of the great powers after the war to fill the vacuum left by Japan.”20 This would 

make China an important part of his major post war plan for stability called the Four 

Police Men.  

FDR introduced this Four Police Men concept to the Allies in 1943 at the Tehran 

conference. The organization would be made up of three parts. The first part would 

require the creation of an assembly of representatives from all United Nations. The 

second part would involve the establishment of an executive committee made up of the 

Big Four along with the other various nations in the world.21 The third and most 

important part of the plan was to use the “Big Four” to police the world with the end goal 

of preventing future aggression.22 In FDR’s mind a strong Nationalist China could serve 

as one of the Police Men. A strong Nationalist could walk the beat, so to speak, in the 

very tough and turbulent neighborhood of Asia.23  But there was one major problem with 

this idealistic American plan, this was: nobody really seemed to want it!  

At the Tehran conference, Stalin immediately questioned the logic of including 

China, feeling that Asia’s future problems should not be lumped with the future problems 

of Europe.24 Churchill was also disinterested in the idea. He voiced his low opinion of the 

(worth of the Chinese) in 1942 during his US visit at the Arcadia conference. Churchill, 
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along with others, felt that America’s view of China was “Strangely out of proportion” to 

its actual worth.25  The country had a weak and rotten military that often only existed on 

paper. It was a force that could be, at times, a so-called paper tiger because it often only 

existed on paper. For the British, the idea of a powerful China was unacceptable. If China 

became as powerful and politically important as the rest of the Big Four, this would 

threaten everything the British and other imperial powers represented. Additionally, as a 

world leader, Churchill voiced his concerns with FDR’s plan, questioning what an 

engagement would look like if a country the size of China decided to follow in the 

footsteps of the Japanese Empire.26     

Additionally the British and other colonial powers, desperately wanted the 

reestablishment of the status quo after the war. If they could convince the Americans to 

give them help they could hold on to what parts of the empire they had not already lost an 

even re-establish their holding after the war. Strong men like Churchill and Charles de 

Gaulle had no intention of giving up their countries’ age old traditions of empire. The 

Grand Old Man himself even quipped once at the White House – when asked about the 

British tradition of colonization: “we [the British] will hold to them [the Colonies] and 

the Empire.”27 This desire of some of the partners to restore the status quo and the fear of 

China ascending to the status of a world power are just a few of the reasons the alliance 

in CBI had so many issues. To put it another way, the end goals of all the parties did not 

coincide with one another. The idealistic American approach to war that was going to be 
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used in Europe was just not going to be acceptable in Asia. The war in Europe was a war 

of liberation and the war in CBI was not.  

As the war progressed, the political situation in CBI became astonishingly clear. 

For example, in the first few months of 1943, the United States unknowingly published 

propaganda in an India newspaper that was similar to the type commonly used in 

Europe.28 This was a move that did not go over well with the British and the Indian 

National Congress. The American advertisements promoted political freedom and this 

was not acceptable.29 According to research by Sarah E. Graham, one of these clips was 

sent back by a reader in India who claimed to speak on behalf of all Indians. The author 

described America’s support for freedom and democracy as: “foolish,” “mischievous” 

and “fraudulent.”30 But Churchill and the other Allies would have to play along with the 

American game to an extent because the fate of their own interests both international and 

domestic rested on American support. They wanted American “Guns and Butter” not 

policy.31 

The Chinese Puzzle 

The situation for the Chinese on the other hand was similar yet extremely 

different from the British situation. Like the British, what the Nationalists wanted was 

American Lend Lease aid. Also like the British, they did not want to be subjected to 

American ideas pertaining to democracy. They worried that the United States would 

threaten the balance of power in China. Their concern was after all justified the entire 
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Nationalist government in China was a top-heavy organization. If one took the total 

number of representatives in the Chinese government and divided it by the population, it 

would represent less than .15 % of the population. This created a situation where the 

nationalist government had to diligently navigate the political environment of China to 

retain power. Americans could, in theory, corrupt China not with American materials, but 

with cultural ideals that were supported by the American intellectual community. This 

fear of American aid in the form of culture was one of the key reasons for the 

Nationalists insistence that they retain tight control over American activities in China. As 

a result, any program that was not strictly based on providing material assistance was 

filibustered or stalled.32 But China differed from the British in one major way: they did 

not want the reestablishment of the status quo in Asia. Chang and his government very 

much wanted China to be reestablished as a great power after the war. But there was a 

problem: China needed American help more than anything to achieve this goal.   

The Nationalists needed modern weapons training and factories. When FDR 

passed the Lend Lease Act and started sending goods across the globe, China was one of 

the first to make a strong case for assistance, demanding it to a point. Reiterating the fact 

that China had reached a breaking point. They had been at war the longest, since 1937.33 

The Chinese were having a hard time. They had lost their capital, in Nanking and where 

receiving casualties at an unseasonable rate.34 The Chinese hoped that Lend Lease would 

provide them with an opportunity to make a partnership with FDR and the American 
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“Arsenals of Democracy.” As we will see, this ability for the United States to arm China 

would always assure that the Chinese would cooperate at some inconsequential level.  

Historically the lifeblood of any partnership in China, was based in the partners’ 

ability to provide arms. Previously, China had issues with armament because they did not 

possess the proper military industrial base to produce their own 20th century tools of war. 

The weapons they were actually able to produce were often unstandardized, outdated, and 

of inferior quality. For example, the locally produced Type 75MM artillery cannon was 

incredibly inferior. It was underpowered, only possessing about an eighth of the rage of 

comparable Japanese cannons. Furthermore, the cannon had a tendency to blow up when 

used due to the poor quality of the steel used in production - a fact the Chinese learned 

the hard way in 1937 during combat in Shanghai. The locally produced Chinese small 

arms and ammunition were even worse.35       

Poor production forced the Chinese to purchase or trade commodities to other 

countries for weapons. The Chinese would buy everything they could on the open market 

from anyone that was willing to sell it to them. This created a situation where the Chinese 

army was armed with a hodgepodge of weapons in different calibers from around the 

world. This total lack of standardization during and before the war created a logistical 

nightmare. Ironically, before the start of the Sino-Japanese war one of the largest 

providers of weapons to China was Germany. The Germans would sell the Nationalist 

Chinese anything they needed. Not only could they use it as a source of income but this 

also justified their rearmament programs in the 1930s. Everything was sold to China, 
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from training (provided by German officers) to rifles and dive-bombers. In fact, the 

Chinese army had become so dependent on German weapons and leadership that when 

the Shanghai campaign started in August of 1937 many Westerners and even the 

Japanese called it the “German War.”36 But when the war in Europe broke out and Hitler 

partnered with the Japanese, the Chinese lost their primary source for weapons and 

training.  

As the conflict expanded into a global event, more and more of these sources for 

military training and weapons dried up. This left the Chinese desperate for any help they 

could get. At one point they even turned to the Russians for help. The Chinese 

Nationalists were so desperate that they even set aside many of their differences with the 

Chinese communists for a time. A requirement the Russians demanded if the Chinese 

wanted assistance. In the end, the Russians would send a squadron of aircraft and pilots 

along with other goods to help China before partnership with Nazi Germany.37  But the 

passing of Lend Lease in March of 1941 and the later Japanese attack on Pearl Harbor 

seemed the answer to China’s prayers. With American help, the Chinese felt that they 

now had a new source for what they needed. As Theodor H. White wrote in Thunder Out 

of China:  

The Chinese were convinced America’s entry into the war had doomed the 
Japanese; as one American witness said, ‘Pearl Harbor day in America 
was Armistice Day out here.’ The Chinese felt they need only wait until 
the enemy crumbled before American Strength.38                 
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Ironically, the Chinese were, in fact, waiting for others to fight the war and officially 

adopted this strategy.   

The Chinese strategy for dealing with the Japanese throughout the war was to 

approach the problem defensively. While today the best offense is a good defense 

argument may seem strange, this was their strategy. Chiang Kai-shek once stated in a 

speech at a 1934 graduation that: “the preferred option was to rely on defense as offense.” 

The second was to “build fortresses,” and the third was to “focus on guerrilla warfare and 

use irregulars.”39 If they could get American supplies, they could serve as a stopgap 

measure to stall the Japanese long enough for the United States to finish the job. 

Furthermore, if they could focus on guerrilla warfare and fight efficiently, they could 

probably save some of the supplies for use on their true enemy: the communists in the 

north. After all, the Civil War had never really stopped, but only slowed.  

While it is possible that Chang and his Nationalist party were willing to help FDR 

with his Four Policemen plan after the war, this fact is far from certain. But one fact was 

clear: They were not willing under any circumstances to peacefully deal with the 

Communists. The Nationalists had been at war with Mao and his Communist forces in 

the North in some shape or form since the late 1920’s. The Communist problem to the 

Nationalists was a bigger issue to them than Japan. They were determined to deal with 

the Communists at all costs. Chang even reportedly described the Japanese problem as “a 

disease of the skin” and the Communists problem as a more serious “disease of the 

heart.”40  For Chiang and his supporters, the best and only way to deal with the 
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communist problem was to hunt the offenders down one by one and kill them. This tactic 

had worked before with the warlord problems and had almost worked with the 

Communists.  

Conflict, not social or political reform was the drink of choice in China. It was 

easier to kill the problem than pass tax, social, and land reforms to neuter it. Land 

reforms could have possibly denied the Communist the popular support that fueled their 

effort.41 But the Nationalist government was either too corrupt, unwilling, or, due to 

wartime pressures, unable to change. They would carry out their plan to wait for the 

United States to win the war for them. If they did this, China could fight passively. This 

passive resistance would allow them to save most of their energy and supplies for use on 

their most important enemy: Mao and his growing communist armies. Throughout the 

war, all three sides would constantly fight one another and would sometimes fight each 

other at the same time.42 What the Chinese did not realize was that the Japanese 

occupation of China and hardships inflicted on the civilian population created the perfect 

conditions for the spread of Communism. The longer the Nationalists waited for the 

United States to deal the deathblow, the stronger Mao and his cohorts became.43   

While this conclusion may seem accusatory and insulting to the Chinese war 

effort, it’s not meant to be. If anything, it is meant to criticize the government, not the 

people. A Chinese soldier could fight as well as any other soldier if they were fed, 

equipped, and properly motivated as Stillwell proved in Burma. It is a known fact that the 
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Chinese did not use all the weapons and equipment at their disposal. To make matters 

worse, the leadership had a tendency to play favorites and often gave out weapons based 

on political allegiance, not military importance.44 Throughout the course of the war, some 

of the best weapons and units were either saved for or used on the Communists, not the 

Japanese. This was confirmed in late 1944 during the Ichi-Go crisis, one of the biggest 

and last Japanese campaigns during the war. During this Japanese push, a number of OSS 

officers that had been originally attached to SACO and then transferred unofficially to 

AGFRTS at the time found out why the Chinese where so “short on supplies.” But this 

will be covered later in the section that outlines the accomplishment of AGFRTS.   

Fighting on a Shoe String 

During the war everybody was short on everything. As a result, it is 

understandable that when the U.S. passed Lend Lease and entered the war it created a 

situation where every party involved made a mad grab for anything they could get. 

Before long, a situation developed where most of the partners in CBI (the Chinese 

especially) were more concerned with American material assistance provided by Lend 

Lease than anything else. Each member of the alliance wanted as many supplies as they 

could get, but there were limits. The “arsenals of democracy” as (FDR put it) would need 

a few years. In fact The US would not be capable of full production until 1944. By the  

end of the war the United States would provide more than 40% of the armaments used.45 

These initial shortages at the start would spark problems amongst the different 

partners because they often felt the Americans where playing favorites. An example of 

this can be seen during the early days when the British (in the eyes of the Chinese) stole 
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Chinese supplies off the USS Tulsa. An incident that occurred during the closing days of 

the first Burma campaign before it was lost to the Japanese. The supplies in question 

were not technically “stolen;” they were just reassigned by the Americans to the British. 

The idea was to use the landlocked supplies slated for China to defend Burma. After all 

the Chinese had no way to move the large supply stockpile that had accumulated in 

Rangoon.46 Understandably this did not go over well with the Chinese who were hungry 

for American Lend Lease. The Chinese at the time, had failed to recognize the fact that if 

Burma fell, all would be lost anyway. This event demonstrates how problematic issues in 

regards to supply had become. It also demonstrates how issues over supplies would help 

further turn the Chinese even more anti-British than they had been before. 47 The British 

could not to be trusted in the eyes of the Chinese. They where an enemy that took food 

out of their hands, so to speak.   

Additional supply problems with China would also materialize as the war 

progressed. As the Japanese advanced and took the land routes into Asia, China became 

an island of sorts, cut off from the rest of the world. This meant that, the country had to 

be supplied by air. This job fell on the shoulders of the American Air Transport 

Command (ATC). The ATC would use the air transport route known as “the hump.” It 

was called “the hump” because of the massive altitude spike that was required to navigate 

the Himalayan Mountains. The hump would become the biggest limiting factor for 

military operations in China. Before long, a situation developed on the Chinese side of 

CBI, where it was not the availability of supplies that determined what goods made it to 
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China, but the availability of aircraft for the ATC to carry the supplies into the country. 

Everything in China had to be flown in, be it the necessities like carbines, ammo, and 

jeeps; or simple things like paper and ink. Everything had to be loaded and balanced to 

go over the hump.  

This nightmare of the hump is hard for us to conceptualize living in the 

contemporary times of Jets and GPS. In 1942 the reality of the situation was simple: the 

hump pushed both man and machine to the limits and often broke both. There is a reason 

“some of the boys called it the skyway to hell,” not the hump.48 These men were not 

navigating the mountains with GPS and modern jet aircraft. The aviators of the ATC 

where armed with paper maps and slide rules for navigation, and flew over loaded piston 

driven aircraft at altitudes of 22,000 feet along one of the most dangerous routes in the 

world.49 The rout over the hump was actually so hazardous due to the weather and the 

Japanese that is was not uncommon for the ATC to endure more casualties in a given 

month than the air combat unit assigned to China.50    

Looking back, it is hard to contemplate that, for several years, a whole country 

was able to wage a war on 5,000 tons a month.51 While this level would slowly rise to 

10,000 tons a month by late 1943 and pass the 20,000 plus ton a month mark in 1944 

under Commander Tom Hardin.52 When compared to other parts of the war, even 20,000 

tons a month would be a drop in the bucket. For example, during a series of raids that 

took place in February 1944, the Air Force in Germany dropped just under 10,000 tons of 
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bombs in less than a week.53 This 10,000 ton figure did not even account for all the fuel 

parts and ammunition that where expended by the 3,800 aircraft involved in the raid. In 

less than a week, the Air Force used almost the whole tonnage allotted to China on a 

good month. 

Since supplies were the key to all politics in China then, by default, the hump 

would become the key to all politics in China. Over and over difficulties would arise 

between FDR and Chang Kai-shek over the hump and the perceived abuse China was 

enduring at the hands of the Americans, being forced to play fourth fiddle in the supply 

chain during the war after the British and the Russians.54 To make matters worse the 

limited number of supplies flown into China had to be divided three ways: between the 

Nationalist government, Joe Stilwell, and Claire Chennault.  

Each had different plans and ideas for how the supplies should be used. Stilwell 

wanted to use the American supplies to carry out his plan of reforming and restructuring 

the Chinese Army into something that looked like a modern fighting force. His goal was 

to create thirty effective Chinese divisions.55 Chennault’s view of the situation lay on the 

other side of the coin as Stilwell’s. He felt air power was the most important tool in 

China, not a strong ground based army. As a result, he would lobby for the lion’s share of 

the limited supplies that made it in.56 The Nationalists, however, “wanted all the material 

they could get to keep their arsenals and the civilian economy functioning at minimum 
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efficiency.” All of this made for a situation in China where all involved received a “less-

than-subsistence ration.”57      

Confused Bastards in India 

It what was clear to the Americans was that no one was ever satisfied with their 

help. Each side seemingly had an ulterior motive during the war. While with the British 

generally knew where they stood, they were one of America’s most trusted allies - it was 

called the Anglo-American alliance after all. They would use a limited portion of our aid 

to reestablish their empire and hold onto places like India, but more of the American 

supplies would be used to fight the Germans. With the Chinese, it was far from clear as to 

what they wanted. The Chinese did want supplies, but it was not clear at the time what 

they planned to use them for. They framed the issue as wanting them to fight the 

Japanese. But if this was the case, did they really intend to use them to fight the Japanese 

or did they want to save them for future plans such as fighting the Communists or other 

enemies? These unclear motives would interfere with the American goal of squashing 

Japan to a point because, when it came to CBI, it was a dark spot. The Americans had to 

accept their partnership in Asia at face value; it was simply a cost of doing business.  

As we can see, the war in CBI was different from anything thing else. Sometimes 

it was almost as if CBI was removed from the rest of the global conflict. It was a part of 

the war that would, in a way, never be comparable with the rest of the Second World 

War. First, it was not framed and sold to the participants as an Allied war of liberation. 

Second, it was not supported or considered as important as other parts of the conflict, and 

this would affect the supply situation drastically. American priority tables, the charts that 
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determined the amount of supplies received for CBI, placed it on a similar rating as the 

Caribbean. White sums the supply situation for the ATC perfectly: “It had a grandiose 

mission and only a fraction of the tools necessary to perform it.”58  

The third and most problematic aspect of fighting in CBI was the issue of 

command. Command in CBI was so confusing that one American officer stated, “To 

explain the CBI you needed a three-dimensional organization chart with a wire 

framework and five shades of color ribbon, …to indicate the simplest relationships.”59 In 

China, Indo China, and parts of Burma, Chang Kai-shek was in Command. He was even 

made the Allied Commander In-Chief in China in 1942 and given the American, General 

Joseph W. Stilwell, to serve as his chief of staff.60 While in Burma and India, the British 

were in command of the war. While the issue of command is perplexing and important, it 

is not the focus of this paper. What is important to remember about CBI’s command 

structure is that China, Burma, and India all had different commands and sub-commands 

within those commands.  

Furthermore, some of the American Air units attached to CBI, like the B-29s of 

Operation Matterhorn, could only be commanded from Washington adding an additional 

layer to the mix. These different commands consumed supplies at an astounding rate and 

were expected to work together. But, understandably, this did not happen. To make 

matters even worse the American General Stilwell was given authority over Lend Lease 

and “the hump” in China, which gave him de-facto power over all parties because 

supplies are necessary for military action both small and large. As a result, arguments and 
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internal politics occupied most of the commanders’ times serving in CBI. Generals like 

Stilwell where often forced to negotiate with the other commanders over jurisdiction and 

supply, thus taking attention away from the actual war. All these factors would come 

together to make the war in CBI a perplexing and often bitterly corrupt enterprise.  

 This situation of command in CBI created a perfect storm of sorts for Americans 

to carry out espionage in China. The Chinese, as noted earlier, would do anything for 

supplies and had already resorted to fighting an unconventional war with Japan. They 

could not go head-to-head with the Japanese on a conventional battlefield without 

reforming their army. The problem was that if they reformed their army, the Nationalists 

risked upsetting the balance of power. In a way, weapons and training provided by 

American espionage organizations would serve as the plasma the keep the body of China 

alive. The lack of available aid supplied to the Chinese would force them to take 

unorthodox action.   

In the end, the Chinese would turn to two of the most unlikely of partners for 

help: the American Navy and, later, the OSS. When the war kicked off, the Navy’s DNI 

would send Milton E. Miles to China to represent their “Naval Mission.”  Miles would 

stay until he was forced to leave. In China, Miles would enter into a complicated 

partnership with the BIS, the most feared organization in China at the time. Eventually 

the BIS, OSS, and the Navy would combine forces and create a new organization called 

SACO.  Unsure at first, it would become clear to the OSS as to why they had been 

included in the SACO deal. In China, if an organization had access to something the 

Chinese or Die wanted, they were willing to play ball to a certain extent. Since the OSS 

had access to new weapons, technology, and training, they were included in the deal. 
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Apparently the Chinese felt OSS involvement would provide the struggling country 

better access to the tools of war. 

 Without a doubt, the strange conditions that were created in CBI by issues of 

supply, command, and mutual suspicion would have a major impact on how the war in 

CBI took shape. As we will see, the chaotic nature of CBI created the perfect 

environment for an unconventional war. The OSS would eventually take advantage of 

these chaotic conditions to establish their own independent organization in China once it 

became clear that the Chinese where not willing partners. A total lack of cooperation on 

the part of the Chinese would eventually force the OSS to establish a unit called Air 

Ground Forces Resources and Technical Staff (AGFRTS) with the 14th Air Force. 
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CHAPTER III 
 

A DRAGON BY THE TAIL 
 

“At First I didn’t know I had a dragon by the Tail.” 61 

Vice Admiral Milton E. Miles U.S. Navy (Ret.) 

The “dragon” Miles referred to in the above quote was, without a question, the 

organization that would become known as SACO. As stated earlier, SACO was the name 

given to the joint Chinese-American organization that was forged during the Sino-

Japanese war. As an organization, SACO would be responsible for a wide range of 

activities: photographic interpretation, weather analyses, intelligence collection, and 

paramilitary training,  

For the average westerner, comparing the intelligence organization to a dragon 

might seem strange. But in fact Miles’ analogy of SACO as a massive dragon was 

appropriate and fitting. As one would expect in Chinese culture, dragons are extremely 

powerful creatures capable of many things, just as SACO was during the war. Dragons 

have two heads, millions of eyes, and can control the ways of the earth.62 The two heads 

that made the dragon that was SACO were without a doubt Milton E. Miles and the 

mysterious Chinese General Dai Li. The eyes of this SACO dragon were made from the 

many Chinese agents that Dai had working for him as part of the BIS. So, as we can see, 

according to Chinese myth, SACO was indeed a dragon of sorts. But if SACO was a 

dragon, what was the OSS? Was it indeed part of this Chinese-American dragon that was 

SACO, or was it a Black Knight sent in to slay the creature in question?  
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While it is clear today that the framework for the creation of this dragon was laid 

down in early 1942 with agreements between the Navy and the Chinese, it would take 

some time for the organization to officially form. In essence, the arrangement that would 

become known as SACO started off as a gentlemen’s agreement between two soldiers 

from different countries and would have likely remained unofficial if they had been left 

unofficial. Ironically, it would take interference by the OSS to force the creation of a 

more formal agreement known as SACO. Even stranger still, the creation of SACO and 

inequalities, forced the OSS to circumvent SACO and create their own unit in China, 

AGFRTS.   

While the creation of SACO and the problems that it started with. the OSS may 

seem a trivial matter on the surface, it was not. By war’s end SACO would become one 

of the most controversial Western military endeavors in Asia because of its association 

with the BIS:63 An organization that was feared by many, hated by most, and loved by 

few. As we will see, this organization is historically important for a number of different 

reasons. First, SACO through the BIS would become the only organization other than 

Claire Chennault’s 14th Air force to have access to the leadership of China. Second, 

SACO’s existence during the war may have accelerated China’s unwavering path to Civil 

War because SACO’s connection with the BIS made American support available to some 

of the most anti-communist members of the Nationalist government the BIS.64  This sent 

a clear message to Mao that violent struggle was inevitable. Third, the eventual 

establishment of SACO and the help and support it received from its American partners 

set a precedent in Asia. Despite American claims to the contrary, it sent a message to 
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other Asian countries that the United States would side with the non-communist option 

when available - threatening FDR’s standing policy of communist appeasement that he 

had worked toward.65  

The fourth and most important effect SACO had on the war was, its creation gave 

the newly created OSS access to China. It would not take long for the OSS to realize that 

the Navy and Chinese had no intention of letting them play as equals. As a result, they 

would use SACO as a pathway to meet their own ends, just as SACO planned to use OSS 

as a means to meet theirs. The end result to all this double dealing and trickery in China 

between OSS and SACO was the creation of a new espionage unit. The new unit, called 

AGFRTS, would be outside the control of the Chinese and the Navy because it was 

connected to the 14th Air Force - an organization that had near celebrity status in China at 

the time. 

In Washington many hoped that the creation of this new separate organization 

would remove the organization from the internal politics of China. While the OSS wanted 

to get away from the morally questionable politics of China, the Navy found themselves 

completely immersed in them. The OSS hoped that this covert separation of their 

resources from SACO would allow them to fight the Japanese with restrictions. While the 

primary focus of this study is AGFRTS, a sub organization of the OSS and the 14th Air 

Force and the effect it had on the war, it is necessary for us to take some time to 

understand the inner workings of SACO starting with its formulation. This baseline 

understanding of the advent of SACO is needed because the conditions created by the 

organization are in a way what created the need for AGFRTS.  
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The Himmler of China 

The most important thing to understand about the partnership between the 

Chinese, OSS, and the Navy is that it was not made over night. In fact, the creation of 

SACO was the result of a complicated series of events that took place in a number of 

countries and locations. The beginnings of SACO can be traced back to early 1942. This 

was when the mysterious Dai Li had allowed his ruthless intelligence organization, the 

BIS, to be penetrated by communist spies. This communist penetration made him realize 

that he needed to modernize the BIS. However, he was not capable of doing this himself. 

He needed Western help to bring new modern methods of crime fighting to China. Dai Li 

(Tai Li) was one of the most feared and powerful individuals in China at the time. The 

only man more powerful in China than Dai was his boss and close friend Chiang Kai-

shek; a relationship that dated back to the 1920’s. Dai had helped Chiang climb the ladder 

of political power in China. When he infiltrated the local Chinese Communist Party as a 

spy, and later destroyed them, he proved his loyalty to Chiang forever.66 Eventually Dai 

would be given the job of hunting down and eliminating the communist network in 

question. But to accomplish this task he had to mobilize the services of the Green Gang - 

a notorious underworld organization based in Shanghai. The Green Gang was a ruthless 

organization that specialized in extortion and kidnapping. Eventually Dai would use 

Chiang’s authority to grant a level of legitimacy to the Green Gang in China. This 

organization of Asian gangsters would be used as a corner stone for the establishment of 

Dai’s new secret police, the BIS.67 
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As the leader of this feared police force, Dai would establish his reputation as the 

Heinrich Himmler of China.68 Before long the BIS became a quasi organization that fell 

someplace between a secret police force akin to Hitler’s Brown coats and a modern 

police force with the goal of emulating the American Federal Bureau of Investigation. 

Regardless of what Dai wanted the BIS to become, one thing was clear: it was a violent 

organization that had its roots in crime. Before long, the BIS became responsible for both 

the internal and external security of China. It was rumored during the war that Dai’s BIS 

was made up of over 300,000 agents that worked across the globe.69  

While today, this figure is placed closer to around 40,000, the fact still remains 

thet BIS was a powerful organization that was capable of anything in China. 70 It was an 

organization that was “not to be trifled with.” Dai’s control over this force would help 

him maintain his status as one of the most powerful men in China as long as he could use 

the organization effectively. But at the start of 1942, Dai had two major problems on his 

hands. First, he had allowed his organization to be penetrated, and second, he had 

allowed the British to take advantage of China. These foibles forced Chang to question 

Dai’s skill as the head of Chinese intelligence. 

The organization responsible for the penetration of the BIS was called the Zhang 

Luping spy ring, a part of Mao Zedong’s hated CCP. 71 With the outbreak of full-blown 

war after The Marco Polo incident of 1937, the conditions for this penetration were 

created. Now the Sino Japanese war had hit the necessary critical mass to become a full 
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blown war. The conflict would even at times require the most hated of enemies - the 

Nationalists and Communists - to cooperate with each other for a time.  

This temporary peace gave both sides the opportunity to seek help from their 

Russian neighbors. Before long the Russians where sending all sorts of military aid to 

China in the form of training and weapons. But squadrons of aircraft and military 

advisers were not the only Russian items exported to China at the time. The Russians also 

sent members of their state run intelligence network NKVD/GRU to operate in China.72  

Eventually one of these Russian NKVD/GRU outposts would be placed in Yenan, 

the northern stronghold of Mao’s CCP. The Russian presence in Yenan would expose the 

CCP to a number of modern ideas in regards to espionage. Eventually the Communists 

would employ these new methods to modernize their own intelligence organization. The 

CCP would form an intelligence network in 1941 called the Zhang Luping spy ring. This 

new unit would eventually target and successfully penetrate the BIS.73 This resulting 

penetration of Dai’s organization would force him to come to terms with the fact that if 

he wanted to stay viable in the eyes of Chang, he would need to modernize his BIS in 

order to effectively arm his government against the Communists.  

The second event that forced Dai to seek help from the United Sates was the 

debacle over the British Commando Group in China. For a number of reasons, many of 

them not relevant to this study of OSS and AGFRTS, the British group had failed. In 

short, the British had tried to trick the Chinese. All this of course took place before 

American involvement. Realizing that it was only a matter of time before the Japanese 
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went after their imperial holdings in Asia, the British had decided to approach China with 

an offer of military aid.  

The plan was clear at first. In an effort to stop the Japanese, the British would 

assist the Chinese by helping them establish a new paramilitary intelligence group in 

China. The original proposal dictated that both parties involved would have a part in the 

organization. But as with many things in China, this proved to be a pipe dream of epic 

proportions. As time passed, the British used the many legal loopholes built into the 

agreement in an attempt to take control. As a result, the Chinese would expel the British 

from China for their actions. The fiasco with the commando group would further feed 

Dai’s un-dying hatred of the British. Thus a situation was created where anything British 

would be met with distrust - a condition that would later make life difficult for the OSS, 

as it was an organization that traced its roots back to British SOE.74  

Both the penetration of the BIS and the debacle with the British placed Dai in a 

difficult situation at the start of 1942. In a sense he was at rock bottom.75 He had not only 

been duped by the British but had also allowed the communists to penetrate the BIS. In 

short he had lost face in the eyes of Chang - something worse than death. Now he would 

be forced to seek help from the United States, the only nation that could provide the 

special assistance he needed.76 But even after Dai had come to terms with this fact, he 

was blindsided with another more complicated problem: the American organizations that 

had access to what he needed were unwilling to help. This became clear when Dai sent 

one of his BIS agents, a Major named Xiao Bo (Hsin Ju Pu Hsiao), to inquire about 
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obtaining American assistance.77 Xiao Bo worked in the Chinese embassy as the assistant 

military attaché giving him access to a number of important individuals in Washington. 

But even in spite of his extensive contacts, Xiao’s efforts to rally American help 

would be rejected by the Army, Marines, and even the Signal Corps.78 In the face of this 

rejection, Xiao would continue his quest for American aid. Eventually the Chinese would 

catch a break in the search when Xiao remembered and called upon his old friend Milton 

E. Miles.79 While Miles had little to no experience in espionage, he had loads of 

experience in China, serving with the Navy for the better part of ten years. 80 As a result, 

Xiao felt that Miles could be trusted to work with Dai in China. Furthermore, Miles and 

Xiao had already talked of sending Americans to China before Pearl Harbor. 

 Ironically for the Chinese, their timing could not have been better. With the start 

of the war, the Navy was desperate for information. They badly needed access to Asia so 

the DNI could gather current information on Japanese weapons. The Army had already 

rejected the Navy’s request to join its Military Mission to China. 81 Eventually, Xiao Bo, 

with the help of Miles, organized an informal meeting with Admirals Lee and Ernest 

King.82 The reality of the situation for both the Navy and the Chinese was simple. There 

was no real way to find out what could be done until both sides took a chance.  All Xiao 

could do for the Navy was to set up a meeting with Dai Li. Xiao could offer no 

guarantees. Dai, the individual that possessed all the power, would not commit to 

anything until he had a face-to-face meeting with whomever the Navy decided to send to 
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China. Eventually, King would send Miles to China with vague orders. King told him to 

go to China and set up bases as soon as possible. Once accomplished, make the Chinese 

coast hospitable for Navy landings that would take place in a few years. But King 

assigned Miles one additional task: “assist the Navy, and/or heckle the Japanese.”83 In 

China, Miles would take full advantage of these vague orders and would use them as a 

justification for entering into a partnership with Dai and the BIS. 

Section II Nicknames and Hand Shakes 

Even if Xiao had not singled Miles out as a candidate to be sent to China, the 

Navy would have likely sent him anyway. Strictly speaking, he was the only logical 

choice for the position. Not only did Miles speak Chinese, he also had served in Asia for 

a number of years before the war with the Navy’s Yangtze River patrol. The time he 

spent in China provided Miles with more practical experience in the region than probably 

any other Naval Officer of equivalent rank. Over the course of his life, Miles would never 

leave China willingly. When he did leave, he would have to either be officially ordered or 

forced out by a third party. The latter is what happened to him in 1939 when the Japanese 

forced him and the American Navy out of Asia with their occupation of China’s northern 

coast. 

But Miles’ ejection from China would end up being a blessing in disguise for Dai 

and the Chinese. This was because, his forced relocation from Asia resulted in an 

assignment to the Washington Naval Yard. In D.C., the Navy appointed him to work on 

the Interior Control Board.84 This was where Miles, along with other like-minded 
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officers, formed their coffee club. With the macabre humor so often prevalent in military 

life, they would refer to their coffee meetings by the German word “Kaffeeklatch”.85 

The point of these Kaffeeklatchs was to hold informal meetings for which the 

problems of Asia could be discussed.86 It would be a time where rank could be set aside, 

allowing the participants to talk frankly with each other. These Kaffeeklatchs would 

eventually attract the attention of a Captain Willis E. Lee, who often went by the 

nickname (Chang Lee). Lee also had time in Asia under his belt like many others in the 

group. He had received his nickname (Chang Lee) during his time in China.87 Lee would 

be instrumental in getting Miles sent to China because these informal meetings gave him 

a chance to see his true character. Sometimes the members of the club would bring like-

minded friends to these Kaffeeklatchs.  

Miles would bring Xiao Bo from the Chinese Embassy to one of the gatherings 

that Lee attended. Over a cup of coffee, Xiao and Lee would become friends and would 

meet on a number of other occasions. In 1941, Miles, Xiao, and Lee talked of how it 

would be nice to get some Naval Observers in China. Although nothing would come of 

this idea, it would plant a seed in their minds. This seed would lay dormant for a time 

until it eventually sprouted into what became the Naval Mission to China eventually 

morphing into what became the SACO agreement. SACO would eventually usher in the 

involvement of the OSS in China, and the OSS would eventually create AGFRTS. But 

this seed would remain dormant until after Pearl Harbor, when Xiao called on Lee and 

Miles. He wanted to kickstart the Navy’s plan to go to China.  
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Finally, the now Admiral Lee was able to organize a informal meeting between 

Xiao, Miles, Lee, and King. For security reasons it took place in a Washington hotel 

room.88 With the help of Xiao, Lee was able to convince King that the Navy needed to be 

in China. The meeting would eventually persuade King to issue a directive approving the 

mission on February 12, 1942.89 For Lee, his only logical choice for this job was Miles. 

But, ironically, Miles wanted no part of this American mission to China. Like all naval 

officers, he wanted a command at sea.90 But, as history would show, a command at sea 

was “not in the cards” for this officer.  

Due to the political nature of the war in China, it would take more than just 

Admiral King’s directive to get the Navy overseas. It would also take the personal 

approval of Chiang Kia-shek himself. 91  Once they had this, things really got moving in 

the United States. Armed with the written approval from King and Chang, Lee and Miles 

where finally able to secretly establish their naval mission to China. The mission would 

be officially approved in March of 1942 with an initial budget of 40,000 dollars and was 

called the Friendship Project.92 By the morning of April 5, 1942, Miles would start his 

long journey to the Far East.93 He would arrive in the wartime capital of Chungking, 31 

days later on May 6 1942.94 When the Navy sent Miles to China, they committed one of 

the first moves in a series of events that would alter the war in CBI.  

Before leaving for China, Miles would try to find out what he could about his new 

contact overseas. Miles would be shocked by what he found. It turned out that no one 
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really knew anything about Dai. His American sources described a man that was an 

assassin, who appeared to be little more than a murderous thug. 95 A man that gained 

power using his Gestapo-like organization the “Blue Shirts,”96 an offshoot of the Green 

Gang. 97 Understandably, his American sources of information would conflict drastically 

with Xiao Bo. Asking Xiao about Dai, Miles was told he was a man of honor. Xiao told 

Miles that Dai “would take care of him in every way possible.”98  

Once Miles made it to Chungking, he would be forced to wait for several days 

before getting the opportunity to meet Dai. This wait period was purposeful on the part of 

Dai, who was using the time to ascertain the true character of this Naval Officer. His job 

leading the BIS had made Dai extremely paranoid. The fact that he was a xenophobe who 

possessed a hatred of almost all foreigners did not help either.99 If Miles associated with 

anyone Dai detested, he would scuttle the whole plan.100 

Eventually, Miles passed the test. The first historic conference between the Navy 

and the BIS would take place in a house on the outskirts of Chungking. This was when 

Miles presented Dai with a small American .38 caliber automatic as a small gesture of his 

gratitude.101 Dai would, from this point on, never be seen without this gift on his hip. 

When Dai was killed in an aircraft accident in 1946, it was rumored that this weapon was 

the only means they had to identify the body.102 At the meeting, Dai would ask Miles a 

number of personal questions about his family and possessions in the United States. This 
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was Dai’s way of sending Miles a message. The BIS could find anything it wanted, and 

was not to be discounted as a second rate organization. Miles was now at a crossover 

point with Dai because the next few minutes would determine his and the Navy’s future 

in China. By the end of the night, Miles had earned Dai’s respect. 

While the actual talk that led to SACO would not take place for several days, 

Miles passed the spymasters’ test. The gravity of the satiation became apparent to Miles 

when one of Dai’s men shook him awake at 2 A.M. to invite him to dinner. Dai wanted 

an imitate answer. Dai was not really asking Miles to dinner, but was asking Miles if he 

was willing to work with him. Of course, without thinking, he would say “yes,” but this 

was also when he found out that Dai had given him a nickname.   

The invitation had not been addressed to a “Mei Lo-ssu” not an officer of the U.S. 

Navy. While this may seem trivial, it was not. Nicknames are important in Chinese 

culture and often carry with them hidden meanings that the average westerner might 

miss. With the help of his interpreter he figured out that, when translated into English 

from Chinese, Mei Lo-ssu meant: Winter Plum Blossom Enjoy this Place.103 He was told 

“[t]he winter plum blossom is China’s national flower. It appears on dead, hopeless 

looking sticks of winter trees, and it promises better things to come.”104 By giving Miles 

this nickname, Dai was, in essence, telling him that he was a glint of light in what had 

become a dark hopeless situation in China.  

Section III Friends in Low Places 

Over the 31-day journey to China, Miles would meet many interesting people 

along the way, which included ambassadors, embassy officials, and military attachés. But 
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it was during a layover in Calcutta where he would meet a gentleman that changed the 

course of the war in China forever. The individual Miles ran into was also on his way to 

China and his name was Alghan Lusey. At the time Lusey was employed by the COI (the 

precursor to the OSS), and had been sent to China in an attempt to establish a COI 

propaganda unit. Like Miles, Lusey had a long history with China. Before the war he had 

been a correspondent for the United Press and also worked for the Globe Wireless 

Company.105 But when Lusey made friends with Miles in India, the nature of his 

assignment would change.  

In a way, the relationship between Miles and Lusey was symbiotic because both 

men identified in each other something they could use to accomplish their respective 

missions in Asia. Lusey was a radio expert, a skill he learned while working for the 

Globe Wireless Company. Since radios in China where in high demand and worn out 

from the war, this made Lusey a valuable asset to Miles. As a result, Miles would 

befriend this radio expert because he knew his special skill set could eventually help Dai 

and the Navy.106 

For Lusey, cultivating a friendship with Miles was also equally important to his 

job with the COI. If the rumors of Miles’ real mission where true and he did ally with Dai 

in China, a friendship with Miles might grant him access. After all, his job in the COI 

required him to learn everything he could about Dai and his organization. Eventually, a 

friendship with Miles might even give him access to the hinterlands of central China. 

Furthermore, working with Miles would allow him to fill in the blind spot created by Dai 

and his BIS. 
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Surprisingly, Lusey’s efforts with Miles would pay off in large dividends. 

Operating under direct orders from the Generalissimo to help Miles, Dai would authorize 

a request made by Miles to bring Lusey along on his tour of China that was organized 

after Miles received trust from Dia.107 For Lusey and Miles, this trip was a once in a 

lifetime opportunity that provided the officers with a relatively unrestricted picture of 

inland China. Other Americans who had made similar requests had been rejected. The 

fact that these two newcomers to China had been given this opportunity was a 

groundbreaking event.  

On the tour, they would eventually meet with Dai at the small village of 

Pucheng.108 This small Chinese village would be the site of a deal between the Navy and 

the BIS - one that would probably end up being one of the most controversial of the war. 

While overnighting in the village of Pucheng, the Japanese had learned of Dai and Miles 

presence. As a result, the Japanese decided to provide their guest with a welcoming gift 

in the form of aerial attacks. During attack, Dai and Miles would find themselves in a rice 

paddy on the outskirts of town.109 This was when Dai launched his own independent 

attack on Miles.  

He asked his new American partner (Winter Blum Blossom) if the U.S. Navy 

could “use a part interest in fifty thousand guerillas if it came with an inside track to [his] 

powerful and far-flung organization?” Dai was asking for the Navy to help him train the 

BIS. If they helped, Dai and the Navy could use these agents together.110 If Miles agreed 

to accept his offer he would be given status as a high-ranking officer in the Chinese 
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Army. This position would assure that Miles could maintain some level of operational 

control over the individuals the Navy helped train. 

At the time, Miles felt that this offer from Dai was a once in a lifetime 

opportunity. He would later say that he had “nothing to lose and a lot to gain” from a deal 

with Dai. As a result, Miles would offer Dai an answer that needed no translation 

“OK!”111 Without even asking his superiors, Miles had agreed to work with Dai. Thus 

far, Miles had seen no reason not to work with him. In his experiences with the man, Dai 

had been an honest man who delivered what he promised. Simply, Miles did not see Dai 

as a high-risk partner, despite his reputation.112 After all, Miles did have his orders from 

King, and he knew that the only way he could carry these orders out was with Dai’s help. 

But, even after the deal in Pucheng, no formal written agreement was ever created. This 

was because the two partners felt a binding agreement was not needed. They had both 

been working off what Miles called a “Verbal Understanding.”113 It would actually take 

an intrusion by the OSS to get them to formulate a written an agreement, and the 

resulting agreement would eventually flower into SACO.  

However, SACO’s problems started in mid-1942 during the COI/OSS shakeup. 

When the COI was destroyed and became the OSS, Lusey, in a fashion, became lost in 

China. He had no boss or orders to follow. Eventually, Miles would tell him to go back to 

the United States to find out what was going on. Lusey would leave China on the 1st of 

August, 1942, and would arrive in Washington on the 20th.114 In order to ascertain whom 

he now worked for, he called on his former boss, now General “Wild” Bill Donovan. 

																																																								
111 Miles, The Navy Launched a Dragon, 24; Miles, A Different Kind of War, 52; Stratton, 35. 
112 Miles, The Navy Launched a Dragon, 24. 
113 Miles, A Different Kind of War, 107. 
114 Yu, OSS in China, 71. 



	
Texas	Tech	University,	David	A.	Scherer,	May	2018		

53 
	

Lusey was informed that he was now in the OSS. Interested in finding a way into China, 

Donovan immediately questioned Lusey about his time with Miles and Dai.   

At this meeting, Lusey told Donovan of the partnerships’ untapped potential.115 

He would produce an un-dated memo that outlined his views in regards to China. In the 

memo, he would claim that Dai controlled the “only real intelligence service in China” 

and it needed supplies badly. It not only needed weapons, but also valuable and hard to 

find radio parts if it was to maintain its communication network across the country. 

Lusey made it clear that the supply situation had become so dismal that all of Dai’s 

operations had, in essence, ground to a stop. This left a valuable asset in China unused. 

But, Lusey left the OSS with one positive note. Lusey informed the OSS that he had 

made a proposal for an arrangement between the former COI, Miles, and Dai.  

This proposed agreement would give the COI access to many of the reports 

produced by the BIS-Navy partnership. But, an important part of his proposed deal 

centered on the fact that the COI, now OSS, would help establish a communication 

network and provide supplies and ideas for Dai’s saboteurs. But this had been a casual 

proposal. The information supposedly left Donovan and his newly formed OSS giddy 

with anticipation. The OSS was desperate for action and wanted to become involved in 

the war. Donovan and his team of dreamers had already faced rejection at the hands of 

Stilwell in Burma, MacArthur in the Pacific, and Chang in China.116 This desperation, 

fostered by rejection, would drive the OSS to take action in whatever way possible.    

As expected, the OSS used Lusey’s report to justify their next move. Donovan 

decided that, instead of trying to make the OSS a part of the Navy’s agreement with Dai, 
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it would be far simpler to make Miles a part of the OSS. If he could get the Navy to make 

Miles the Chief of OSS operations in the Far East, this appointment would give the OSS 

access to any agreements made between Miles and Dai. At once, Donovan called on his 

old friend Frank Knox. With the help of Knox, Donovan approached the unsuspecting 

Rear-Admiral William R. Purnell about his problem. Recently assigned the task, Purnell 

was ill-informed in regards to China and what the Navy was doing in the East. He had 

just replaced Chang Lee as the Head of the Readiness Section of the Navy; this left him 

open to trickery by the OSS. In the end, Purnell would approve Donovan’s request on 

September 19, 1942, effectively making Miles Donovan head of OSS in the Far East.117 

With a few short meetings, the OSS had circumvented the lengthy process the Navy had 

to endure. 

Meanwhile, back in China, Miles would know nothing of the OSS plot. Actually, 

he would be one of the last people to find out about his new duties, not receiving word 

until Al Lusey made his way back to China from Washington.118 Through BIS, Dai had 

been informed of Miles’ appointment weeks before. This actually fostered distrust and 

almost scuttled the whole arrangement. After some effort, Miles was able to convince the 

Chinese Spymaster that he knew nothing of this arrangement with OSS. But, now both 

men had to act in earnest to protect their friendship agreement.  

Dai, being a man who learned from his past mistakes, was determined to not let 

his new deal flounder in the current of CBI politics. He had learned his lesson in early 

1942 when he dealt with the British Commando Group. After all, he felt the OSS was no 

better than their Anglo cousins, the British SOE. It was during this period of OSS trickery 
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that both leaders decided to take action. Immediately, they took steps to formulate an 

agreement that would need the endorsement of both FDR and the Generalissimo. 119 Their 

only hope was to get this agreement approved as fast as possible because only a 

comprehensive agreement could effectively outline the different responsibilities of each 

party involved. This agreement would be used to protect the Chinese and Navy from 

what they viewed as possible OSS extortion.  

Over the next few weeks, Dai and Miles, who did not even share a common 

language, would spend a series of long nights and early mornings formulating this new 

agreement. The agreement had to be constantly translated back and forth from Chinese to 

English and back to Chinese, which took many nights. The name of the document would 

be: Sino-American Special Technical Cooperation Agreement.120 

 The final draft of the document was finished on December 31, 1942. On New 

Year’s Day 1943, the document was given to Lusey who was on his way to Washington. 

After the war, Miles would say that they had anticipated a 2–3 week turnaround on the 

approval process.  But the process would actually take far longer and the source of these 

delays were two-fold. The first delay was caused by FDR’s absence, at the time, meeting 

with his military partners in Africa. The second, a more important reason for this delay 

was due to the fact that everyone wanted to change some aspect of the deal with China. 

But changing the SACO agreement was not acceptable because any change to the 

document would add months, if not years, to the approval process. 121  In essence, this 

made the SACO agreement a “take it or leave it” situation. 
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After weeks of waiting, Miles eventually decided to venture stateside in an effort 

to get SACO moving. He was determined to not let the bureaucratic mess of wartime 

Washington abort this new agreement. Once in Washington, he learned that the main 

hold up was FDR’s Chief of Staff General George C. Marshall. Roosevelt would not even 

consider going forward without Marshall’s endorsement of the agreement. It would take a 

team of experts, along with a letter of support from Stillwell, to sway Marshall’s opinion 

in favor of SACO. Eventually, with reluctance, Marshall would acquiesce and place his 

initials on the agreement. As a result, by April 15, 1943, the SACO agreement was 

official. In a fit of joy, Jeff Metzel would say: “we’re no longer bastards,” implying that 

the Navy finely had a place in China.122  

Section IV SACO: The Agreement from Hell?  

 Officially armed with the terms of the SACO agreement, Dai and Miles now took 

the necessary steps to establish this new joint enterprise. While SACO was responsible 

for a number of different jobs (most importantly weather reconnaissance) Dai felt that the 

first and most important task he faced was figuring out how to start production of his 

guerilla army. But, there was one issue: SACO had neither the men (with the necessary 

training) nor the equipment to accomplish the task. At the time, the OSS was the only 

organization with a surplus of anything. The organization had almost unlimited funds, 

and this allowed the OSS, in many cases, to go outside the ordnance of supply. The COI 

and, later, the OSS accomplished this task through shell organizations like the United 

Defense Company.123 As a state side private security company tasked with protecting 
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factories during the war, the United Defense Company was given access to large supplies 

of outdated military weapons. Many of these weapons would make their way to China 

during the early days. 

  As a result, SACO had to go to the OSS with hat in hand looking for help. 

Immediately the OSS obliged their request and, in July of 1943, OSS help arrived in the 

form of supplies and personnel. One of these Officers (a 23 year old Army Corps of 

Engineer attached to OSS in China) was Captain Frank A. Gleason. Gleason, along with 

several others, would be the first Americans to heavily interact with the SACO-BIS 

group. Their experiences with the Chinese could have been considered turbulent (at best) 

and completely dysfunctional (at its worst). In his March 1944 report back to OSS 

headquarters in Washington he would outline many of the issues that he encountered 

while making an effort to train Chinese solders for SACO.  

Gleason described a situation where Dai (in an effort to maintain positive control 

over American Union) would actively filibuster the OSS effort at every turn. The first 

major incident involved the fabled “Thailander” unit and would foreshadow many of the 

issues Gleason and his team would face in China.124 This unit of Thai solders were to be 

sent to Thailand with the goal of setting up an intelligence network in their occupied 

homeland. The only issue was these crack troops would never enter Thailand, even after 

undergoing an extensive training in the United States and China. For Dai, these troops 

were a distraction, consuming valuable supplies that SACO needed. An intelligence 

network in Thailand did not help China, and, subsequently, the plan would flounder and 

die. At this point, the OSS should have realized that they were entering an abusive one-
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way relationship with SACO, but OSS gave SACO a chance, hoping the relationship 

would flower into a productive partnership.  

On September 17 1943, Gleason and 18 other American soldiers left China’s 

(war-time) capital of Chungking for the City of Loynag in Honan Province. The Convoy 

of Seven grossly over loaded 2 ½ ton trucks with weapons and supplies and took 17 days 

(averaging about 60 miles a day) to complete the 950-mile trip.125 Once in Loynag, the 

American training of the Chinese commenced in the small town of Feng She, 60 miles 

south of Loynag. Once the camp was established, the real problems started.126 

Eager to get involved in the war, the American personnel immediately dove into 

the difficult job of turning peasant Chinese conscripts into an effective raiding force. It 

was hoped that, with adequate training and weapons, these solders could engage the 

Japanese. By November 6, 1943 the Americans, with the help of the Chinese, had 

completed construction of the training base and started to train troops for specific 

missions. One of the first missions would be a raid on Chiao Tzoa coalfields in Loyang 

Province. 127  

The OSS desired to train all 50 soldiers that were set aside for use in the raid, but, 

the Chinese prohibited this, insisting that the OSS train only two Chinese officers in the 

use of personal weapons and plastic explosives. This training would allow these officers 

to take weapons and supplies back and train soldiers on site for the raid.  
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On December 3, 1943 the OSS provided the two Chinese officers with: plastic 

explosives, pencil detonators, 10 (United Defense Sub Machine Guns) UDSMG128, 1500 

rounds of 9mm ammo, along with two .38 caliber revolvers and 25 rounds of .38 caliber 

ammo. These men had been trained by the OSS; during the training sessions, the 

Americas would help officers formulate a plan of attack to be used on the target. 

Eventually the mission would be carried out and the Chinese would only partially destroy 

their objective target. Gleason would remark in his report that this was just one example 

of how the Chinese ask “for help in planning,” only to then carry out the mission “the 

way they wanted to in the beginning.” 129 

This idea of superficial cooperation on the part of the Chinese would become a 

common theme for the OSS personnel that were attached to SACO. Before long, the OSS 

started to suspect that the Chinese where using them. This suspicion was confirmed on 

December 27, 1943 when the Chinese turned to the OSS for advice on how to destroy a 

wooden bridge across the Yellow River near Chengchow. The plan was simple and 

straightforward. Three OSS men that specialized in demolition would go with the 

Chinese in an effort to provide onsite training to the group of 100 troops that had planned 

to carry out the mission. The OSS men would take with them the supplies needed to 

complete the task. In total, the OSS would provide Chinese troops with 30 of the OSS 

produced UDSMG’s, 3000 rounds of 9mm ammunition, 200 pounds of plastic 

explosives, and 5 revolvers with 60 rounds of ammunition. 130 While trying to train 

Chinese troops, the OSS encountered a host of issues. First, when they arrived 
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Chengchow to train the Chinese, no troops where present. After waiting a week, the 

soldiers that did show up had no clue about the nature of the mission at hand, and the 

Chinese officers in command would not let the OSS men train the actual Chinese 

conscripts. The commanding officers insisted that the OSS only train the officers, the 

idea being that they would pass the training on to the actual soldiers involved in the raid. 

Once the training was complete, the Chinese claimed that the mission was delayed for 

almost a month. This delay forced the 3 American officers to leave before the mission 

was carried out. 

This delay was no accident because the last thing the Chinese wanted was 

American troops on the ground in China working with their military. Gleason and other 

Americans on the team felt that they were being insulated from the true intentions of the 

SACO training program. Eventually, Gleason would get word that the bridge in question 

was supposedly destroyed in early 1944. In the report to Washington, Gleason makes it a 

point to question the validity of Chinese reports, stating that the level of destruction 

exceeded the amount of damage possible in relation to the quantity of explosives 

provided.131 If the OSS had any doubts about what the Chinese were trying to accomplish 

in regard to the OSS/SACO partnership, it all became clear in February 1944 after a 

meeting with General Dai. 132 

At the meeting, Dai would make a number if insane demands, stating that the 

SACO agreement justified them. As a result, the Americans were obligated to meet them. 

This was a problem for the men in the OSS because no one present had seen the actual 
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SACO Agreement. The commanding officer of the camp, an OSS Major named Arden 

W. Dow, had been given verbal orders from Miles vis-à-vis Captain Gleason stating that 

the SACO men were “not to give any sizable amount of anything away with until [they 

had] cleared through him.”133 At the meeting, Dai demanded of the OSS men: “that each 

student upon graduating had to receive a United Defense Marlin with 1000 rounds of 

ammunition per weapon.” 134 Gleason would state in the report that this did not surprise 

him: “we felt that General Tai Li (Dai Lee) came to visit us for equipment only.” 135 This 

fact would be further supported in Major Dow’s report where he states: 

General Tai (Dai) and the men of his organization are interested in just 
one thing---- getting all the arms and equipment they possibly can. I 
believe the training by we Americans is merely a cover to get more 
equipment and make us think we are doing so much for them by giving 
advice and assistance. It was made quite evident to me that all training, 
advice, and assistance we gave them was neither taken seriously nor 
followed. 136  

 

Dow would state: “This organization does not want us to know what is actually going on 

in occupied territory. … They tell you only what they want you to know and let you see 

only what they want you to see.”137  Gleeson would further support Dow’s accounts of 

the meeting on March 1st stating that: 

It was quite apparent that General Tai Li planned to get from us 
Americans every weapon, every round of ammunition, in fact any piece of 
equipment on which he can get his hands.138  
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That night at dinner, Dai would tell the OSS men attached to SACO Camp 3 that 

they where being relieved because of the “internal friction between the O.S.S. and the 

Navy.”139 It became apparent to both OSS officers that they where being sent back for not 

meeting the demands of the Chinese in regards to supplying weapons to Chinese soldiers 

with no accountability to their use. Gleason would go on in the report, saying that he 

suspected that Dai knew a “brake was coming” between SACO and the OSS; this would 

become a common theme in other reports.  

Gleason and Dow’s account of events would be supported by the reports of other 

OSS personnel stationed at SACO headquarters in Kuming. The event that likely sealed 

the fate of any productive SACO-OSS partnership occurred at a dinner party in early 

April 1944. The party, thrown by Dai, would host many of the highest-ranking members 

of the Navy, and OSS stationed in China, along with many important Chinese military 

officers. Like all parties in China, the major recreational activity was drinking. Before 

long, members of the OSS realized that this gesture of good will by the Chinese would 

serve a more sinister purpose.  

In a report back to Washington, one OSS Captain named Hikes would state in a 

section labeled “Concluding interpretations”:  

To all intents and purposes it appeared that the party was devised to get together 
the American officers who are in a position to “give”. However, it is felt that the 
occasion was also used to drive a further wedge between the Navy and the OSS. 
This theory in considered plausible because it was openly suggested that the Navy 
now had the upper hand. This was manifested upon announcing the promotion of 
Captain Miles (who was not present) to Commodore, and when General Tai (Dai) 
stated that all would be well now that Captain Miles was a Commodore.140 
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He would go on to note in parenthesis that a “Commodore would outrank Colonel 

Coughlin” the acting commander of the OSS in China. By promoting Miles, the Chinese, 

in a sense, pulled a trick on the OSS that replicated the OSS’ own power play in 1943, 

when Donovan promoted Miles through a process of back channels as head of the OSS in 

the Far East. At this point, the OSS felt that the Chinese were trying to gain control of the 

OSS by promoting Miles to the rank of Commodore and would place all OSS officers 

under the command of Miles.  

 Hikes would conclude that the best course of action for the OSS was to “Gird 

ourselves for a possible fracture by immediately reducing the numbers of OSS personnel 

in SACO to a skeleton.” 141 The experiences of the initial batch OSS personnel attached 

to SACO would send violent ripples back to Washington, forcing the OSS leadership to 

question the future of any partnership associated with SACO. As a result, by mid 1944, 

the OSS leadership was forced to initiate an alternative plan in China that they had in 

place since the end of 1943.  

The Great Divide 

 For the OSS, the only logical choice for a partner in China other than SACO was 

the 14th Air Force. With keen foresight, the OSS had instigated a plan to create an 

alternative to SACO in late 1943. Donovan would send  Carl O. Hoffman, a Lieutenant 

Colonel, to spearhead this OSS effort. In China, Hoffman would make the necessary 

contacts with the 14th and, by December 29, 1943, Hoffman and the 14th had come to an 

agreement. They would work together unofficially using a cover organization they called 

																																																								
141 “Dinner Party,” RG: 226. 
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AGFRTS.142 Hoffman would later tell Donovan in a cable to Washington that “AGFRTS 

was the most complicated name he could think of at the time,” feeling that the acronym 

would be sufficiently vague and would allow the organization to blend in with other 

American units stationed in China.143 With the help of Chennault, Hoffman had 

accomplished a task that took the Navy almost two years; he had set up an organization 

that allowed the OSS to function in China unofficially.  

  By March 1944, alarming reports from field officers attached to SACO would 

result in the enactment of the AGFRTS plan. With this, Chennault immediately created 

AGFRTS by assigning his head intelligence officer, Wilfrey S. Smith, to spearhead the 

creation of the organization. At once, Smith started to translocate members of his staff 

that were in the 14th Air Force into the newly created AGFRTS.144 Immediately, the OSS 

began the long process of detaching itself from the clutches of SACO officially and 

unofficially, transferring as many OSS personnel as they could out of SACO. Armed with 

this new organization, the OSS was allowed to pursue their main goal of harassing the 

Japanese. They were no longer tied down by the restraints of SACO and Dai’s BIS.  

 As has been shown in this chapter, nothing related to the American experience in 

China was simple. China was a bureaucratic nightmare that the OSS had to separate itself 

from in order to become involved in the war with the Japanese. The Chinese wanted to 

restrict them because the balance of power in China was so fluid, the Chinese where 

afraid that the OSS might complicate and threaten the diligent stability in China.   

 

																																																								
142 “Lieutenant Colonel Carl O. Hoffman,” RG: 226. /224/Box: 339/Folder: Hoffman Carl O./ Doc: Award 
of the Legion of Merit to Lieutenant Colonel Carl O. Hoffman (See) Citation 
143 Yu, Dragon’s War.  
144 Yu, OSS in China, 156.  
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CHAPTER IV 

AGFRTS  

The operational history of AGFRTS can, for the most part, be broken up into three 

different phases. The first phase was what we will refer to as the planning stage, and this 

lasted from mid-1942 to March of 1944. AGFRTS’ second and longest phase was what 

we could consider its “black” or secret period. This secret era in AGFRTS would last into 

early 1945.  This black period was the most productive time for the organization. The 

records are poor and it was the most chaotic period of the war. The third and final stage 

of the organization is what we will term the “white” stage and lasted from April to 

August 1945. This period, under the leadership of General Albert C. Wedemeyer marks 

the point where the organization was officially recognized and absorbed by the OSS. At 

that point the organization was renamed from AGFRTS to the Zhejiang Field Unit and 

would operate under this name until the end of the war, as if it never existed.  

While the plan for the creation of AGFRTS was initially devised in late 1943 by 

Major Hoffman, it would lay dormant before being enacted. The primary reason for this 

tardy execution of the plan was timing. The tensions between the Chinese and Stillwell 

had become toxic. At this point, the OSS’s position in CBI was less than ideal. The 

nebulous nature of the theater’s command structure created a situation where the OSS 

had to tread lightly in China. If they wanted to enact this plan, they would have to time 

and execute it in a way that would not offend General Joe Stilwell. If the OSS entered a 

partnership with Chennault, Stilwell would likely scuttle the detachment 101, a highly 

effective irregular unit that operated in Burma at the time. Stilwell had no interest in what 

the OSS was doing during the war; he was concerned with restructuring and training 
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Chinese soldiers in China and Burma. While he did approve the creation of SACO and 

detachment 101 in Burma, this can be considered the overall extent of his support for the 

OSS. Nevertheless, Stillwell held the key to lend lease and hump tonnage; therefore, 

Donovan and his OSS had to bide their time.  

By the start of 1944, it became clear that Stillwell would be recalled, due to issues 

between, Chang, Chennault and him self. The crux of the issue between the three men 

was: each had fundamentally different strategies for conducting the war.145 With this 

information, the OSS acted with haste, even before the official replacement in September 

of 1944. Chennault would approve the creation of the organization in March of 1944, 

promoting his head of intelligence S-2, Wilfrey Smith, as the Commanding Officer of 

AGFRTS.146  The establishment of the organization had been carried out without the 

approval of Stillwell or the Chinese government, and possibly even the President. In a 

way, the establishment of AGFRTS was a rebellion of sorts, carried out against the 

corruption of SACO. The OSS partnership with SACO, in the eyes of the OSS, had 

floundered badly. Donovan reiterated this fact to FDR in a late 1944 letter, in which he 

outlines the situation with SACO. He states that:   

For eight months after SACO, we tried to abide faithfully by its 
terms and to carry out our functions within the limitations it 
imposed. But the position was an impossible one. So far as OSS is 
concerned, no intelligence or operations of any consequence hive 
come out of SACO since its inception ... the essential reason is that 
we were placed under the operational control of men determined 
that we should not carry out our principal function, i.e. to produce 
intelligence.147 
 

																																																								
145 For additional reading, see Barbara W. Tuchman, Stillwell and the American Experience.   
146 Smith, 156. 
147 Aldrich, 274.  
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However, the OSS had made its mind up regarding SACO long before Donovan sent this 

letter to FDR.   

After the establishment of AGFRTS in March 1944, the OSS intensified the tempo of 

operations in China. Currently, we see a marked increase in cable traffic from China, 

which coincides with an increase in the stateside recruitment of qualified personnel. Now 

that the OSS had a cover organization with the 14th Air Force, they could start the lengthy 

process of sending the supplies and personnel they needed across the hump and into 

China. To speed up the process, the OSS would immediately start sending members of 

the organization that had been earmarked for Europe to China. The experience of one 

OSS Captain named Alton O. Crawley would become stereotypical for many of OSS 

members. 

Crawly, a radio expert, had been plucked from the Army and placed in the OSS in 

1943. Under the OSS he would undertake a regiment of specialized training covering 

topics from counter espionage to the use of weapons and explosives. With the now urgent 

demand for personnel in China, Crawly and 12 others were told to report to California 

where they boarded a ship bound for Bombay, India. The realization that they were being 

sent to China did not occur until an Army Chaplin appeared and told the men that he was 

to teach them Chinese over the next three weeks.148 But, the OSS did not only recruit 

radio experts, they also recruited men that had experience in Asia before the war. These 

individuals would be considered “Old China hands,” a term used when referring to 

individuals that had prior experience in China. Through the entire course of the war, this 

																																																								
148 Alton O. Crawley, “University Of North Texas Oral History Collection Number 1382,” interview by 
William J. Alexander on March 9Th, 1999, In Kerrville, Texas   (Denton, TX: University of North Texas, 
1999),” 26.    



	
Texas	Tech	University,	David	A.	Scherer,	May	2018		

68 
	

was a major point on contention between SACO and the OSS. SACO insisted there was 

no place for Old China Hands in the organization.149 Dai likely considered them harmful 

to his organization because they would be less willing to work with the Nationalists. 

Ironically, for SACO, these old China hands where often some of the most effective 

soldiers in China. They used their contacts to recruit agents for the various spy networks. 

Many of the old hands like Paul Frillmann and Philip K. Crowe had been missionaries or 

businessman before the war. They would use their religious, commercial, and often 

personal contacts to set up forward operating bases that collected information and, even 

later in the war, train bands of Chinese irregulars. For the OSS, one of the biggest 

problems in China in regards to intelligence was the speed at which SACO provided the 

intelligence they collected. Often the reports from SACO that were received by the OSS 

and the 14th Air Force were several days old. As the relationship degraded, all sharing of 

information ceased. Any delay drastically diminishes the usefulness of any intelligence 

report, and the Chinese knew this and did not care. While it is understandable that SACO 

felt like it needed to maintain control over the radio networks, it was a practice that 

proved counterproductive. This effort to exert control over the OSS would result in the 

adoption of a practice where information being collected had to be delivered to a central 

location in Happy Valley, even when consumers of the intelligence were in radio rage 

between themselves. This hassle further added to the time delay issue and strained the 

radio waves over China.150  

																																																								
149 See Miles’s book, A Different Kind of War, for the Navy’s reasoning behind this move for further 
reading. 
150 “Sub Radio Stations,” Memo: Sub Radio Stations at Szemao, Colonel Coughlin to The Director of 
SACO, 23 February 1944, RG: 226, entry A1-148, box 22 Folder: SACO Correspondence U.S. National 
Archives.  
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Delays and lack of cooperation frustrated the OSS. Major Hoffmann would relay the 

feelings of the OSS in a memo dated January 3, 1944. In the memo he had requested the 

intelligence reports that Tai Li had promised the OSS in late December 1943. His tone 

expressed his regret that the Chinese had once more failed to act on their promises.151 

This lack of cooperation forced the OSS to establish their own radio and intelligence 

networks in China just a few months later when they established AGFRTS. Armed with 

their new cover, the organization now had a level of mobility in China that was 

unprecedented for a non-Chinese intelligence organization. By the end of the war, the 

OSS had agents dispersed across China and Asia. 

    For example two operational groups, MACK and MABEL, were established in August 

of 1944. An ex-university professor known simply as “Number Five” led MACK group. 

He was responsible for producing anti-Japanese propaganda, using his access to 

university students to spread selected rumors, gather intelligence, and recruit agents. If 

the OSS had been working with SACO, they would have been denied access to this agent 

known as “Number 5.” The OSS’s divorce from SACO gave the organization access to a 

pool of qualified individuals, such as university students and professors that would have 

been off limits if the OSS was still working with SACO.   

Unlike MACK, MABEL was an American group of six men led by a Chinese-

American officer 2nd Lt. Lincoln Kan.152 MABEL’s initial mission was to establish an 

OSS radio network in China with the new powerful STR-1 radios sets provided by 

																																																								
151 “Hoffmann to Mr. Pon,”Memo, Hoffmann to Mr. Pon, 3 January 1944, RG: 226, entry A1-148, box 22 
Folder: SACO Correspondence U.S. National Archives. 
152 “Whereabouts and Activities,” Memo Present Whereabouts and Activates of AGFRTS personnel, from 
T.C. Gleysteen, USNR to Colonel Hall, 24 August 1944, RG: 226., entry 182, Box 34 Folder: Shanghai 
Intelligence Files U.S. National Archives   
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OSS.153 The plan was to use the neutral Portuguese territory of Macau as the first link in 

the radio network chain. The plan called for the Americans to operate in Macau until they 

could find and recruit trusted Chinese agents to take over the responsibilities of the team. 

Passes provided by the 14th Air force would allow the Chinese operatives in both MACK 

and MABLE to move without restrictions in Free China. This would allow the group to 

move to other parts of China and establish the next link in the OSS Radio Chain.154 This 

new ability to move freely in China would allow AGFRTS and the OSS to expand their 

operations across China. MACK and MABLE Group would only represent a small 

portion of what the OSS through AGFRTS was trying to accomplish. By May 1945 

AGFRTS would be participating in over eighteen different ongoing operations across 

China. The activities of these sub sects varied drastically between the members of 

AGFRTS. These ranged from innocently translating captured documents to recruiting 

Chinese penetration agents for the American intelligence effort in China.  

Over the first few months of their existence AGFRTS occupied itself with 

establishing the necessary infrastructure they required to operate in China. Everything 

whether they were socks or vital radios had to be smuggled or shipped into China. While 

they did receive a certain number of supplies over the hump these where not sufficient. 

The Historian Smith points out (in the history of the OSS) that the organization had to 

“subsidize its own band of smugglers” along the Sino-Burmese border.155 This was an 

organization after all that was willing to stop at nothing if it could have a positive effect 

																																																								
153 The SSRT-1 was a portable radio made for the OSS by Radio Development & Research Corp it was far 
more reliable than anything the Chinese had access to domestically. 
154 “General Report on MO Overall Problems,” 2 August 1944, RG: 226., entry A1-148, Box 18 Folder: 
AGF-RTS U.S. National Archives 
155 Smith, 247; “Memorandum from Carl Eifel.” to Stillwell’s Headquarters, December 9, 1942, in 
Groodfellow Papers, Stanford  
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on the war with an unlimited budget. By the end of the war this organization had a bill 

that ran into the Hundreds of Millions.156 It is highly likely that the OSS employed a 

tactic of any means necessary to get the supplies they needed into China to perform their 

duties.  

This theory is supported by the account of Alton Cowley the OSS radio expert 

that got sent to China. When talking about his trip from India to China over the hump it 

becomes clear that the OSS utilized every method they could to get qualified personnel 

over the hump. He states that his small group of six where woken up at 3AM and told to 

get on an airplane. While describing his journey over the hump he talks about how they 

were not given oxygen masks for the flight “We just sat there and suffered. Some of the 

guys passed out especially the ones who smoked a lot.”157 The fact that they were not 

given masks would support the idea that these OSS men where smuggled into China 

without approval.  

His account of crossing the hump differs drastically from others. For example: 

Philip K. Crow, one of the founding fellows at the Fletcher School of Diplomacy, 

recounts his trip over the hump when he was on his way to China as a member of the 

OSS/AGFRTS in China. Crow’s account of traveling over the hump looked totally 

different from Crawley’s. The aircraft Crow used had bucket seats and oxygen masks, 

and this made for a far more civilized experience.158 But Crow had official orders to 

China; Crawley and his team members did not. This practice of smuggling items into 
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China became the rule, not the exception. When General Albert Wedemeyer arrived in 

China as Stilwell’s replacement, he would be informed by General Dan Sultan (Stilwell’s 

second in command) that, in the past, the General had issues with Chennault stealing 

supplies in India. Sometimes the 14th would even directly disobey orders to not supply 

the Chinese.159 After all, any supply sergeant has a hard time telling a General or Major 

they can’t have something when there is a surplus.  

Therefore, is not outside the realm of possibility to surmise that the OSS men 

under AGFRTS utilized the organization’s large stock of supplies at OSS detachment 404 

(codenamed Kandy) in India. The OSS and the American military both had been 

stockpiling supplies for operations in Burma and China. When Detachment 202 assumed 

a more perfunctory role as a placeholder for the SACO agreement, it negated the need for 

these supplies. The end result was a massive stockpile of unused supplies. While there 

was nothing especially important about this fact, India was a clearinghouse for everything 

that went to China.  

So it is probably not a coincidence that, during some of the worst periods of the 

war (between October to November 1944), some major discrepancies appear in the 

supply inventories of detachment 404. Throughout the whole inventory, red pencil 

markings are correcting irregularities in the records of the ordinance inventory (as if an 

auditor had gone through the log). Most of the corrections were related to ammunition 

and explosives. While some discrepancies are expected, one does not just casually lose 

track of 1,100 one pound blocks of Composition C explosive and 22 thousand rounds of 
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30 caliber carbine ammo.160 Furthermore, through the 14th Air Force, AGFRTS had 

access to their own organic cargo capacity in the form of seven transport aircraft.161 By 

the end of the war, the amount of supplies the OSS had in their possession in China was 

mindboggling. 

As the organization became established, the advantages of not being tied down by 

the Nationalists became apparent. With AGFRTS’ new freedom, the organization could 

now make an earnest effort to produce and disseminate intelligence to the 14th Air Force. 

Not long after its establishment, the unit had their own radio network that allowed 

information to be imminently transferred to the aircraft of the 14th. Before long, other 

organizations began to notice the presence and effectiveness of this new organization. 

Apparently the Navy either realized the opportunity they had with AGFRTS or were 

unaware of OSS involvement. Nevertheless, the Navy would unofficially support and 

assist AGFRTS.  An official history found in the Air Force Archive outlines how Lt. 

Commander S.S. Savage and Lt. H.F. Shoemaker preformed some of the first naval air 

combat intelligence work during the war while operating “through the auspices of 

AGFRTS.” 162 The fact that the Navy had to utilize the facilities of AGFRTS to perform 

their duties in China speaks highly of the level of restrictions imposed upon them through 

SACO. 

The Navy apparently helped AGFRTS frequently, and this positive relationship 

would prove useful when AGFRTS was tasked with the mission of Direct Air Support. 

																																																								
160 “Stock Status Report,” 15 November 1944, RG: 226., entry A1-148, Box 16 Folder: Stock Status Report 
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When AGFRTS was established, its primary mission was to collect intelligence for the 

14th Air Force to later use when planning future attacks. But the urgency created by Ichi-

Go would force this organization to adapt and it needed the help. The answer came in the 

form of a naval officer, Lt. S.E. McCaffrey. Using the facilities and infrastructure created 

by AGFRTS, McCaffrey would bring the full might of the 14th Air Force down on the 

Japanese. In August of 1944, these men were placed on the front lines with the Chinese 

Army and were in the thick of it. The USN proved vital during this pressing time. 

Eventually, between August and October 1944, McCaffrey would organize and train a 

number of teams for AGFRTS.163 These teams would learn the procedures and practices 

of direct Air Support. By the end of 1944 AGFRTS main efforts where focused on 

providing Air Ground Support to the Chinese. The OSS even brought in experienced 

solders from Burma to help train more teams to be used across China.164      

By mid-1944 AGFRTS had teams all across China working across the country. 

However, the function of AGFRTS was also chaotic. One AGFRTS member, Paul 

Frillmann, recounts in his book, China: The Remembered Life, how the organization 

became an entity for other military groups to get personnel into China. He states that 

officers from the OSS, the Navy, and the Air Force would often show up with their own 

group of enlisted men and operated independently.165 One of the OSS Officers that 

passed through Frillmann’s camp in the 6th war area was likely Phillip K. Crow. The 

story of Crow and how he found his way into China speaks to the nature of the OSS and 

its faith in recruiting Old China Hands. Crow had been in the 8th Air Force in England 
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before the OSS found him. He had returned stateside in 1943 to run a training school for 

the Air Force at Mitchel Field. Once finished with the Air Force, Crow took it upon 

himself to solicit his services at the OSS. After undergoing a battery of tests and 

philological evaluations, he was accepted to the OSS where he would undergo training 

and meet his old friend, son of the American President Quentin Roosevelt. 

After he completed training as a Major, he was tasked with training Japanese-

American soldiers that had been recruited by the OSS. He was shocked that even after 

being forced into relocation camps, the soldiers were “not bitter and were deeply resolved 

to show America that they were just as good soldiers as anyone else.”166 By October 

1944, the group received orders to go to California and were bound for China via India. 

In India, Crow’s Japanese-American experts would be broken up and doweled out to the 

various organizations that needed them. Crow would not make it to China until March 4, 

1945. In China, he was tasked to work with Colonel Wilfred Smith of the newly created 

East China Command. The organization that had been known as AGFRTS was now 

under the OSS and under the command of Bill Smith. While in China, Crow participated 

in a number of activities, such as organizing Chinese labor parties to leading supply 

convoys. His accounts of China are eye opening, describing a scene that looked more like 

the old west when one would encounter small frontier towns. Like the frontier there were 

also bandits that made travel hazardous.   

Crow provides a good assessment of what AGFRTS looked like once it was 

absorbed by the OSS in China in his unpublished papers at Tufts Library. He states that 
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AGFRTS leader Bill Smith, who had served with the Air Force in China before he was 

forced to join the OSS. Born in China, he was the only commander in the OSS to speak 

actually Chinese. Bill would boast to Crow, saying that his organization could get word 

to the 14th Air Force in just 6 minutes. According to Crow, Smith had three different sub 

commands in China: “Major Rosholt’s post in Changsha; Major Freeman’s in Kukong, 

near Canton; and Noel Merritt at Kian, near Suchow on the coast.”167 Working with some 

interesting people, each team performed a different function. Rosholt worked with the 

famous Tiger of Cangsha, Geneal Hsueh Yueh in the 5th war zone.168 Rosholt preformed 

a number of different functions. Freeman’s group manly functioned in the 6th war zone 

and provided supplies to a “Indo Chinese guerrilla leader” by the name of Ho Chi Minh; 

he was also in charge of an OSS agent placed with Mao Tse Tung.169 While working in 

what was left of AGFRTS, Crow would participate in number of different activities that 

ranged from guiding convoys to dealing with corrupt Chinese officials of the different 

war zones. 

During the war, AGFRTS would produce an ungodly number of intelligence 

reports that were used by the 14th Air Force as a source of information to formulate a 

wider strategy and counter Japanese aggression in China. To give the reader an idea of 

the massive scale of this undertaking, one just has to look at the sheer amount of 

information transmitted. From September 1944 to September 1945, AGFRTS transmitted 
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over seventeen hundred pages of intelligence.170 These reports covered everything from 

whether they tracked, to troop movements in China, to exploring future air targets on the 

Japanese mainland. The OSS and AGFRTS was able to consistently provide up-to-date 

accurate information, despite the claims of opponents in China.   

All the members of the OSS and Air Force and Navy had a vastly different 

experience in China, and the fact that each story supports this idea speaks to just how 

flexible an organization like AGFRTS was. Flexibility was fundamental for success in 

China, and there is no doubt in my mind that this organization impacted the outcome of 

the war in a number of negative and positive ways. While the creation of AGFRTS 

nurtured SACO, this may have not been a bad thing. The motives behind SACO and its 

involvement with the BIS were problematic to say the least, and if AGFRTS had not been 

established, the infrastructure used to curb the Japanese push in the spring of 1944 may 

have not been present if the OSS had accepted their fate as being lackey for SACO.  

Operation Ichi-go 

While the OSS men in AGFRTS were supposed to be collecting intelligence 

information, they would also be used to great effect in actual military operations that 

would fall outside of the prevue of a standard intelligence mission. Almost every member 

of the OSS had a background in sabotage and explosives, and this would prove to be an 

invaluable asset in China. This became clear in the spring of 1944 when the Japanese 

launched the offensive known as Operation Ichi-Go, an operation that almost resulted in 
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the destruction of Nationalist China. The OSS not only performed their intelligence 

duties but also played an active part in physically stopping the advance of the Japanese. 

 In early 1944, the war was going poorly for Japan and China, American military 

power had started to turn the tide in the Pacific. The United States had virtually isolated 

the Japanese home islands using air and naval assets. To counter this isolation, the 

Japanese instituted a bold 3-part plan in China called Operation Ichi-Go. The idea was, if 

the Japanese could establish a continental route between occupied Vietnam and China, it 

would connect their forces and place them on a better wartime footing. Furthermore, 

Chennault’s 14th Air Force had been inflicting heavy casualties on Japanese shipping and 

the Japanese were feeling the effects. These circumstances forced Japan to act in early 

1944. The start of Ichi-Go would represent the largest ground offensive in the entire 

Pacific; over 500,000 Japanese troops would participate in the plan and it was the first 

“all-out Japanese offensives in China since 1938.”171 First, the Japanese wanted to 

destroy the air bases in South East China that had been heckling the home islands. 

Second, they wanted to open up a land route connecting occupied China with Japanese-

occupied Vietnam. While this Japanese plan would eventually fall short of its original 

goal (in large part because of the OSS) the plan did not ultimately achieve either of its 

primary objectives, but it did disrupt the operation of the 14th Air Force and almost 

destroyed the fighting effectiveness of the Chinese national Army. It was during this 

Japanese push that the OSS proved its worth as an ad-hoc organization.  

After the establishment of AGFRTS in China, the 14th Air force conveniently started 

to conduct secret missions in China, specifically targeting Chinese infrastructure. While it 
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was not uncommon for the 14th Air Force to utilize small air fields in China, F.X. Band 

would recall in his memoir that this mission was different from all the others. In late May 

1944, the 14th Air Force increased its attacks on infrastructure in Japanese-occupied 

China. These missions were carried out in secret, pulling from the resources of two 

independent squadrons. Eight pilots were recruited from the 16th and 26th fighter 

squadrons and placed into a detachment squadron. Solon C. Kelley, an outsider new to 

China, who had supposedly “flown missions in Europe”, led the mission.172    

Records indicate that the rumors Band heard about Kelly were true. Kelly was a 

member of the 56th Fighter group, the first operational fighter unit to be deployed to 

England. Kelly specifically belonged to the 61st Fighter squadron.173 This squadron 

would produce more aces than any other in Europe.174 Even though Kelly supposedly 

served in China, he was back in Europe by August 1945. According to his Ration Card, 

he just appears in China out of nowhere and reappears in Europe with an Asiatic-Pacific 

campaign medal. Under the leadership of the mysterious Kelly, he would direct a new 

conglomerate of fighter pilots. As the 26th Fighter Detachment, they would unleash a 

wrath of destruction upon the Japanese. 

 The primary objective of the mission “was to hit and stop all rail traffic north of the 

Yellow River” in an effort to stem the momentum of the Japanese Ichi-Go offensive. This 

was during the first stage of operation Ichi-Go that started in April of 1945. The size and 

scope of this secret mission targeting the infrastructure of Japanese-occupied China was 

																																																								
172 F.X. Band, 193. 
173 “Slone C. Kelly III.” American Air Museum in Britain Accessed: November 10, 2017 
http://www.americanairmuseum.com/person/205175  
174 United Sates Air Force, “56th Operations Group.”  Luke Air Force Base Accessed: November 10, 2017 
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massive. In layman’s terms, these eight pilots were assigned a task that required them to 

attack “a well-armed, enemy area approximately 3,500 square miles in size.”175 This bold 

mission would necessitate the use of a newer aircraft that was uncommon in China: The 

North American P51-B. This fighter aircraft had originally been designed to be used as a 

long range bomber escort. This gave the P-51 a marked advantage in range compared to 

the P-40 the most common aircraft in China at the time. Exactly how the 14th Air Force 

obtained these aircraft is a mystery and needs further research, but it would not be outside 

the realm of possibility that these aircraft were obtained by the OSS for the 14th. The first 

time one can find evidence of P51 being used in China is in late 1944 several months 

after the 26th fighter detachments mission.176  

During the first day of the operation, this small group of eight aircraft had destroyed 

over twenty-three locomotives at the cost of two aircraft and a few thousand rounds of 

armor piercing .50-caliber ammunition.177 These pilots also had an additional “trick up 

their sleeve.” In China, all American aircraft where painted green as a means of 

camouflaging them, unlike the Japanese who did not paint many of their aircraft. Painting 

was an unnecessary expense; not painting aircraft saved time and valuable weight. 

According to Band, one of the odd characteristics about the P-51Bs issued, was they were 

– perhaps purposefully – not painted left in the white like the Japanese aircraft. Band 

would later say this was an advantage because the Japanese were reluctant to engage the 

aircraft out of fear of friendly fire.178 By June 18, 1944 the mission would account for the 

destruction of over 66 locomotives.  

																																																								
175 FX Band 199. 
176 Cornelius and Short, 413.		
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Strangely, this timing corresponds closely with the Allied invasion of Europe, an 

operation that would require the services of the best pilots at the time. While there are no 

documents specifically linking these operations to AGFRTS, many indicators point to 

possible OSS involvement. The appearance of Kelly and the utilization of P-51 B an 

aircraft not common in China point to the fact that the 14th Air Force an organization that 

had issues getting spare parts let alone whole aircraft and support crew, likely had help 

from their new OSS partners.  

While we can’t prove definitively that the OSS was behind the missions flown by 

Band and the 26th Provisional Fighter detachment we can definitively prove that OSS was 

responsible for the campaign of destruction that was carried out on the Chinese road 

infrastructure in October of 1944. The American Navy had started to put pressure on 

Japans merchant fleet, which pushed Japanese shipping closer to the Chinese coast. This 

resulted in a catastrophic for Japan now Japanese sipping traffic was in range of the 14th 

Air Force and with the new radio net established by AGFRTS increased the effectiveness 

of this potent weapon. Therefore the Japanese responded by inciting a massive surge in 

China in an effort to push the operating aria of the 14th Air Force away from the coast.  

The Chinese were in no position to stop the Japanese advance.  Yet they would make 

a valiant effort as always. Before long, the Chinese military in the affected regions would 

start to dissolve like a seltzer-tab; the result was an uncontrolled chaotic retreat. 

Traditionally, the Chinese, due to China’s geographical size, would employ a tactic 

where they would deny enemy use of its road infrastructure with the establishment of a 

road-less zone. However, due to the chaotic retreat of the Chinese army, no road-less 

buffer had been created. Furthermore, the Chinese would not destroy roads because 
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military commanders in the different war zones did not want to destroy the very 

infrastructure they themselves would use after the war.    

Luckily, for the Chinese, the OSS had established AGFRTS. This allowed the OSS 

members that were attached to SACO and AGFRTS to form an ad hoc organization 

formed from both OSS/SACO and OSS/AGFRTS. This group, created at the request of 

General Clinton D. Vincent, would inflict an epic wrath of destruction across the Chinese 

countryside. Gleason recounts in an oral history that they used a 14th Air Force aircraft to 

pick up explosives from the main base in China.  

The idea was to use the talent and skill of the OSS to demolish all roads in front of 

the Japanese, stopping their drive toward Kweilin and Liuchow. This was done to 

establish a road less area that was such an integral part of the Chinese defensive strategy. 

In essence, the OSS/AGFRTS units did anything and everything they could to delay the 

Japanese advance, eventually they would conduct sabotage in 49 different locations 

across China often destroying more than one item at each stop.179 

This campaign of destruction was documented in 1960 a movie called The Mountain 

Road staring James Stewart. The film was based on a novel that was written by Theodore 

H. White who produced a non-fiction recount of his time in China entitled Thunder Out 

of China. James Stewart, who depicts Captain Gleason of OSS, is described as “an flinty 

American Army Officer” in the New York Times review of the move.180 The movie 

witch is actually quite entertaining opens a public dialog about the nature of the war in 

China during the cold war. It paints a picture of desperation, a part of the war where there 
																																																								
179 “Demolition Work Accomplished by advanced Base 21 Det 202, OSSSU from November24 thru 
December 6, 1944.,” RG:226/A1-154/Container 174/Folder AGFRTS Operations  
180 Howard Thompson, “Movie Review: “The Mountain Road.” www.nytimes.com June 30, 
1960dhttp://www.nytimes.com/movie/review?res=9502E5D81638EF32A25753C3A9609C946191D6CF 
(accessed December 6, 2018).  
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was no hope or victory. The movie also explores the incident during the war when this 

team had to destroy the massive supply depot in the town of Tushan. These weapons had 

been stockpiled for years to be used after the war. In all they destroyed an estimated 

40,000 tons of supplies. This dump was so large it would burn for over two days.181    

    The delays that this organization caused must have been maddening for the 

Japanese. The Japanese now faced a similar situation that the Germans had faced in the 

opening days of the war in France. In Normandy, American Paratroopers and the French 

resistance had also targeted the infrastructure of the French countryside. It would take the 

Germans 3 days to travel a distance that usually took three hours. Like the Germans the 

Japanese had specific timetables for Ichi-Go and these had been formulated on the 

assumption that the roads in China would be functional.  

 While they had surely planned for delays they had not planed for the scale at 

which it was performed. Being trained in demolitions, these OSS teams would inflict a 

level of damage on the Chinese infrastructure unlike anything the Japanese had 

experienced before. This band of individuals methodically destroyed everything from 

buildings and roads, to supplies that had been left by the retreating Chinese. The Japanese 

had counted on the fact that their overpowering attack on the Nationalist would cause the 

military across the country to dissolve. They had not anticipated the delays that a few 

Americans could cause interrupting their timetables of success.  

 After this mission, Gleason would disband his team and the various members 

would return to their different sub units across China. Gleason would resume his duties of 

																																																								
181 Report: “Demolition Work,” accomplished by advanced base 21 Det 202, OSSSU from November 24 
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training Chinese Guerillas. And AGFRTS would continue to function as a sub unit of the 

OSS until it was disbanded after the war. 

The Weapons of War 

 The OSS also produced and had access to some useful weapons and tools 

during the war that were specifically designed for sabotage and irregular warfare. The 

section responsible for creating the clever weapons was known as the Research and 

Development Branch. This generic-sounding branch of the OSS was responsible for the 

creation of many different weapons. While this all sounds like something out of a James 

Bond film, the Research and Development Branch made everything from explosive coal 

and candles to integrally suppressed pistols and thermite grenades. The unit even 

manufactured a substance that simulated the smell of human excrement for use on guards 

called the “Who, Me.”182  If you needed a strange or obscure weapon, the OSS likely had 

one tailor-made for most situations.   

Ironically, many of the weapons were British in design and were created for the 

British to set “Europe Ablaze.” These weapons were simple and made in small 

production-lots in the United States, but the Special Weapons division of the OSS also 

designed their own creative weapons. The OSS also had the ability to outright buy 

weapons through organizations like the United Defense Corporation. As an organization, 

they capitalized on using older or less desirable weapons that were never adopted by the 

military or consider obsolete. Weapons like Jonson Light Machine Guns, UD-42 SMGs, 

and outdated Lewis Guns were all used by the OSS in China. Often these weapons were 

not wanted and given to the OSS.   

																																																								
182 The idea behind the “Who Me” was to use the compounds odor to force the guard to leave his post and 
change clothing.    
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Flare Pistol 45 (FP-45) serves as an excellent example of one of the more clever 

weapons given to the OSS by the Army. The FP-45 was actually not a Flare Pistol at all; 

it was a tool of liberation. This crudely made “flayer gun” was actually a smooth-bore-

single-shot handgun. With an accurate range of about 25 feet it was a crude weapon that 

had been designed by the Army to be air dropped across occupied countries. With 10 

rounds of 45ACP in the grip and pictorial directions, the Liberator provided the 

individual a means to arm themselves with captured enemy weapons by killing members 

of the occupation force.183 The Guide Lamp Corporation of General Motors produced 

over a million of these pistols.184 Ironically no Liberator pistol was dropped into France, 

because the British were not enthusiastic about the program and they did not want to 

expend their limited resources distributing the weapons.  Left with 500,000 of these 

pistols sitting un-used, the Ordinance Department gave them to the OSS instead of 

scraping them. There are pictures in the National Archive of the OSS giving training 

sessions on this weapon in 1944 when the OSS went to Yenan.      

The OSS used these cheap pistols as a tool to spread good will in resistance 

groups in China, Burma, and India. Both Nationalists and Communists received Liberator 

pistols during the war and they were a common weapon to see in the OSS inventory. 

Initially, SACO, through the OSS, also had access to many of these special weapons. The 

OSS even designed an explosive compound specifically for SACO called Composition 

Aunt Jemima. Composition AJ was a powdered explosive that was manufactured to look 

like Chinese wheat-flower, a common staple across China. This explosive could also be 

																																																								
183 Office of Strategic ServicesResearch and Development Branch, OSS Weapons, : Special Weapons and 
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used to actually bake the mixture into edible objects that could be consumed or used as an 

explosive. The OSS would make several thousand pounds of the compound for SACO 

but there is no evidence that it was ever used.185 While these special weapons surely 

played a part in the war in China the OSS’s access to conventional weapons would prove 

more important than any of the Bond-type gadgets.  

With the creation of AGFRTS the OSS now had an organization they could 

potentially use to smuggle supplies and personnel into China. While the OSS was an 

organization tasked with primarily collecting intelligence, it was also as an organization 

that had irregular warfare on their mind. The organization lusted to participate in actions 

like their sister unit Detachment 101, in Burma. CBI Detachment 101 had been formed 

when the unit was denied access to China in 1942. This detachment would be the first 

special operation groups to be formed during the war predating the creation of both the 

Rangers and the First Special Service Force.186 The hard learned experiences gained by 

trial and error in Detachment 101 would be eventually transferred to the OSS in China.  

As the war progressed, the OSS started to successfully stockpile supplies in China 

primarily small arms. In mid March 1944 the OSS theater commander in CBI John G. 

Coughlin would issue a directive to the commanding officer of the US Army 

Experimental Station, a branch of the OSS stationed in Calcutta. It states that all requests 

for supplies by AGFRTS, Detachment 101, and Detachment 202 “regardless of how 

unusual” where to be fulfilled.187 If the OSS wanted to create a sister unit to 101 the 
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organization would need a large stockpile of all manner of goods ranging from spare 

parts and magazines to cleaning rods and explosives.  

The 11 point memo outlines exactly how the OSS supplied their organization in 

CBI. This U.S. Army Experimental Station apparently was used to supply OSS 

operations in China. The memo uses strong language stating these supplies would be 

“both ordinary and unusual” these supplies would be shipped as the “satiation dictates, 

weather by water, rail or air, commercial or military carrier.” When the organization 

could not get the supplies they needed through normal channels, they where authorized to 

buy the weapons with gold if necessary.188 By the end of the war the OSS had amassed a 

enormous amount of weaponry. The supply inventorys at the end of the war represents 

the result of a substantial undertaking by the OSS. In China the organization had over had 

over 7 thousand M1 Grand’s with around 4 million rounds of ammunition and close to 25 

thousand Thomson sub machineguns with 19 million rounds of 45 ACP 

ammunition.189There where also Heavy Weapons like the 60 mm Mortar and 25 thousand 

round of ammunition. The size and scope of the supplies the OSS had access to in China 

was astounding.190 The use of this US Army Experimental Station is just one more 

example of how little we understand about what was actually happening in China.    

It is clear that the OSS had resources and plans to train a paramilitary organization 

of some sort. In 1945 the OSS opened two different air-born jump schools in Kaiyuan 

																																																								
188 Operational Directive to Commanding Officer, U.S. Army Experimental Station APO 465, March 18, 
1944, RG226, Entry A1 148, Box 2 Folder: Directives SACO, U.S. National Archives“Operational 
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and Yunnan while only a few classes where trained. Before, the conclusion of the 

Chinese Civil war over 3 Parachute regiments where trained at the camps. AGFRTS 

under OSS also trained Chinese as agents and forward observers as the war wound down. 

If the war had continued they would have surely ramped up training operations in China. 

While the OSS were training elite paratroopers and giving them to the Nationalists these 

programs did carry a certain amount of risk. Dai and the BIS maintained that without 

total control over the recruitment process any organization trained by OSS was at risk of 

being penetrated by the communists. The historian Yu states that during the war the 

irresponsible training by the OSS lead to the mutiny of one of these elite divisions in 

1949.191 What he fails to note is whether or not the conditions in China created by 

ineptitude of the Nationalist government created the conditions for the revolt in the unit 

or whether this penetration was the result of an long term communist operation. 
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CHAPTER V 
 

CONCLUSION: CHANGING PERSPECTIVES 
  

 As historians, we like to argue between ourselves about what really happened in a 

particular time period in an effort to better understand the past. When one looks at China, 

no argument is more controversial and persistent than who was responsible for losing 

China. This is not one of those studies. The point of this paper was to look at a small 

organization that was created in secret, AGFRTS. While this unit only existed for a little 

more than a year, it likely changed the outcome of the conflict between the Japanese and 

the Nationalists. Through its very nature as a secret organization, the history of the 

organization has become muddled over time; this project has hopefully demonstrated this 

fact. AGFRTS as an organization cannot be fundamentally separated from detachments 

202 in China or the wider OSS as a whole. While AGFRTS was officially an Air Force 

intelligence unit in China, it is clear that it became something far more involved than that.    

 The infrastructure secretly established by the OSS and the 14th Air Force would 

be used to stop one of the largest Japanese counter attacks during the war. This kept the 

Japanese from seizing the Nationalist government’s center of gravity in Chungking. 

Other historians have viewed the creation of AGFRTS, along with Detachment 101 and 

the OSS involvement with SACO, as independent acts; they were not. All of these actions 

by the OSS were all part of a wider strategy to become more actively involved in China.  

Traditionally, the OSS in China has been an example of how the OSS used the confusion 
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of the CBI to pit different factions inside this theater of operations against one another. 

This confusion of command created the optimal environment for the OSS to operate in.   

 While theories abound about the possible negative effect OSS’s withdrawed from 

SACO had on the success of DNI operations in China, one thing is certain when looking 

at and the war in China and the wider CBI. American espionage organizations, whether 

through the OSS or the Navy, had to have a profound impact on the outcome of the war 

between China and Japan. When Donovan secretly made Milton Miles his chief of OSS 

for the Far East, he provided Miles and Dai with a golden opportunity that they ultimately 

squandered.  It was a pipe dream to think that SACO (as an agreement) would do 

anything but slow the encroachment of the OSS into China.  

 If SACO had given the OSS more responsibilities and made the organization feel 

useful to some extent, the Chinese and the Navy could have possibly worked well with 

the OSS. Ironically, one of the only instances that the DNI did not cordially cooperate 

with the OSS was in China. The OSS had always had an amiable relationship with the 

DNI. Both organizations had been partners in operation Underworld where the OSS and 

Navy used extra-legal contacts with Lucky Luciano. With the help of the Italian Mafia, 

not only did the OSS/DNI partnership secure the docks of New York City, they also 

utilized Mafia networks to collect intelligence in Sicily and Italy, thus paving the way for 

their inevitable invasion. 

 The problem in China for the Americans was one of strategy. The different actors 

in the country had vastly different interests when it came to the war and what they 

considered an acceptable outcome. The OSS acted as an irregular military outfit and, as 

an organization, it was tasked to perform two primary functions. First, it was to collect 
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intelligence; while performing this task, they would also engage in the practice of training 

partisans and conducting irregular warfare. This irregular style of warfare could be traced 

back to the American Revolution where Nathanael Green used unconventional tactics to 

harass the British. Russell Weigley, theorizes that our experiences as colonists resulted in 

the creation of an unlimited type of warfare.192 This idea is expanded further in John 

Grenier’s book, The First way of War, where he outlines that America’s “First way of 

War” was characterized by a willingness to win regardless of cost.193 This theme of doing 

what was necessary for victory would consistently manifest itself over the course of our 

nation’s military history and American involvement in China; the wider conflict of the 

Second World War would be no different. The OSS felt that it was tasked with exporting 

this irregular American type of warfare. 

 In China, the OSS and the 14th Air force desperately wanted to employ an 

unlimited style of warfare. They wanted to marry the power of the 14th Air Force to 

Chinese armies on the ground, but to help them with this task, they needed the resources 

of the OSS. Additionally, OSS Agent Networks would also supply the 14th and the OSS 

viable information in China. The Nationalist government could not be more on the 

opposite end of the spectrum. For the Nationalists, the war, in its size and scope, was a 

limited conflict not an unlimited war.  Due to the nature of the government in China, the 

Nationalists had to balance its military goals. These goals had to strike a balance between 

resisting Japan and staying in control of the Chinese provinces that had not been lost to 

the Japanese.  
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 The KMT’s power base in China was based on a complicated patchwork of 

agreements. These agreements were often made between the former warlords and strong 

men of China, and served as the glue that held the Nationalist coalition together. If they 

supported the wrong army or offended a powerful individual, then they risked cracking 

the foundation base of their power. In essence, the situation was far more complex than 

anyone realized. The complexity of the situation and all the restrictions placed on the 

OSS was the leading factor for the failure of SACO to retain control over the OSS. With 

no clear command structure, the OSS was able to blend in with the chaotic environment 

of China. The Nationalists’ interaction with the OSS through SACO was likely a 

byproduct of fear on the part of the Nationalists. They became dependent on American 

support while their Communist adversaries had largely existed without any.  

 As a government, the Nationalists had received or purchased military support in 

one form or another since its inception, even taking aid from Stalin. When FDR approved 

the creation of the AVG, he was essentially embarking the United States down a path of 

clandestine warfare in China. This trend of unofficial American support would be 

subsidized by the actions of the OSS and the DNI. Archival material supports the idea 

that a large amount of American goods and supplies were transported into China without 

the approval of Stilwell. When Captain Gleason realized what was actually going on and 

reported back to Washington, the communiqué confirmed what the OSS already knew. 

SACO had been established to train soldiers that would execute the will of the 

Nationalists, not the United States. The soldiers would be used to protect the Nationalist 

interests in China. 
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SACO, from its inception, had been structured as a tool of the Nationalists to 

project power during the war. Supporting this organization was unacceptable for the OSS 

because it violated their charter. Furthermore, when looking at the Navy and the part they 

played in the war in China, one has to ask: how did naval personnel know who they were 

killing? The confrontation in China was a strange type of occupational warfare that was 

unique to certain parts of the war, like CBI and the Balkans. The idea, that many times 

the “Japanese Armies” were composed of Chinese puppet troops is highly problematic.194 

SACO created a situation where the American Navy trained Chinese irregulars. 

 These soldiers would likely be used, at times, to attack their fellow Chinese who 

were fighting and ambushing other Chinese soldiers under the umbrella of the Sino-

Japanese war. How the irregular forces trained by the Navy were used is honestly 

unclear. The fact that any of these soldiers could have been used to attack puppet armies 

created a situation where American-trained Chinese soldiers were likely used to attack 

and subvert Communist troops as well. Most Americans in SACO did not speak the 

language; it was actually a requirement of sorts for service. This created a situation where 

the Navy likely directly supported the Nationalists in fighting the Communists, possibly 

without their knowledge. The average member of SACO likely had no idea who they 

were killing.  

Historians often make incorrect blanket statements that support the idea that the 

OSS torpedoed SACO when it pulled its support for the organization. While it may seem 

that way on the outside looking in, this negative assessment of the OSS was far from the 

truth, given the part the OSS played in China. Due to the fact that the Chinese made it so 
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difficult for the organization to gain access to China, a solution was created out of 

necessity. Consequently, the identity of the OSS in China was lost. The OSS and the 14th 

Air Force amalgamated itself into an irregular military organization which both mutually 

supported one another. The 14th AAF relied on AGFRTS (actually the OSS) for 

intelligence, and the OSS relied on the 14th Air Force for support. In China, it was 

necessary to have access to air transportation for supplies and operations. The OSS 

realized that any successful organization needed to have access to its own air assets if it 

was going to be successful in China. By the end of the war, the 14th Air Force had 

inflicted around 33,000 enemy casualties at a relatively low cost.195 The organization 

operated along a 5,000-mile front across China at the end of a 16,000-mile supply chain. 

In this type of situation, accurate intelligence was necessary to direct the limited amount 

of air power available to the 14th Air Force. Bruce K. Holloway, a Colonel who was a 

group commander under Chennault during the war, would sum up the exploits of the 14th 

Air Force, saying they accomplished “the mostest with the leastest” during the war; it is 

clear that AGFRTS had to help the organization accomplish this task.196    

The extent to which the OSS, Navy, and other interests in China helped the 

Chinese materially will remain in question until historians take the time to sort out how 

and to what degree the United States covertly assisted the Chinese. This could likely be 

accomplished through a detailed assessment on the level of material support these 

organizations provided to different groups in China. The fact that you had an organization 
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like the OSS operating with an unlimited budget in a sovereign nation is extremely 

important to keep in mind when addressing the American role in China and the CBI.  

While China and the CBI have remained majorly understudied, academics that 

yearn to better understand the Cold War, it will be necessary to perform a more 

comprehensive assessment of what exactly unfolded in the CBI. This part of the world 

would become racked with political turmoil in the post-war world. Understanding how 

espionage worked in China and the CBI during the war may explain some of the post-war 

practices of the CIA. Doing so could illuminate where the CIA (during the Vietnam War) 

employed tactics that mimicked OSS operations in China. The CIA would later partner 

with the Air Force in Southeast Asia, providing it with target intelligence in Thailand, 

Cambodia, and Vietnam. The CIA would also train local armies as advisors for use across 

Asia, similar to the activities of AGFRTS in China before the war abruptly ended in 

August 1945. Given the complexity of this research topic, with records spread across 

multiple archives, this author has only scratched the proverbial surface of OSS operations 

in World War II-China. A more exhaustive study about the OSS, AGFRTS, and the 14th 

Air Force would certainly prove helpful for the historical record and future historians.  
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