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Large-scale counterfeiting of the
Series 1914 $100 Federal
Reserve note was a contributing
factor to the Treasury's decision
to reduce the size of United
States currency in 1929.
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A Darker Reason for
Smaller Currency

BY EDWARD C. ROCHETTE

N OCCASIONAL FAUX NOTE HAD NEVER BEEN OF MAJOR

CONCERN to the United States Secret Service, until at one point
in our history the amount of fake currency had to be measured
by the ton. Then the government took drastic steps to discour-

age counterfeiting.
On July 10, 1929, with fanfare much like that surrounding the recent

release of the newly redesigned $100 bills, the United States Treasury
Department unveiled the first of our current, small-size notes. As far as the
public was concerned, American paper money was being made smaller as an
economic move. Millions of taxpayer dollars would be saved over the years by
using less paper to print money. The excuse was accepted without question,
but there also was a darker side to the introduction of smaller-size currency.
There was another reason, a reason that to this day remains one of the
Treasury's better-kept secrets.

Reprinted with permission from the February 1998 issue of The Numismatist, official journal
of the American Numismatic Association, 818 N. Cascade Ave., Colorado Springs, CO 80903.
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One man in particular gave cause for the change in
the size of United States currency. His name was Josif
Vissarionovich Dzhugashvili, better known to the world
as Josef Stalin. His success in duplicating the Series
1914 $100 Federal Reserve note was as much a con-
tributing factor to the decision to reduce the size of
American currency as was the economic factor advanced
by the government.

Stalin's caper was the Soviet precursor to Hitler's
Operation Bernhard. It was as ambitious a plan as the
Nazi endeavor a decade later. In the late 1920s, Soviet
money was worthless outside the borders of the
U.S.S.R. At first it appeared that the Soviet dictator's
sole intent was to print hard currency to finance his col-
lectivization projects and his plan for worldwide espi-
onage. Later it became apparent that the Red dictator
had political reasons as well.

In 1928 America was riding a tidal wave of pros-
perity. Herbert Hoover boasted that "We in America
today are nearer the final triumph over poverty than
ever before in the history of any land." Such pro-
nouncements contradicted Soviet philosophy. Russia
opposed free enterprise and individual liberty; however,
Stalin desperately needed hard currency. If in the
process of attaining it he caused the United States to go
bankrupt, then he would have garnered an added bonus.

The plan was so ambitious that a means to launder the
Soviet-made U.S. currency was needed. The Berlin-based
banking firm of Sass and Martini was purchased through
undercover agents. Dummy directors were named. The
Soviet State Printing Establishment in Moscow was given
the task of duplicating printing plates to produce a rea-
sonable facsimile of the principal product of the United
States Bureau of Engraving and Printing. It did a very
creditable job.

The Soviet-designed notes began to enter circulation
in May 1928 and appeared almost simultaneously
around the world—from Shanghai to Mexico City; from
Havana to Warsaw; from Vienna to Sofia, Bucharest
and Budapest—but more were found in Berlin than in
any other location. While the Soviets had the talent to
engrave, they did not have the equipment to print. The
counterfeit American currency was printed in Berlin.

The notes' silk-threaded, rag content paper was
exact, but there were flaws in the printing. Microscopic
examination of the Soviet-made notes revealed minor
discrepancies; unfortunately, the differences were so
slight that the average bank clerk would easily overlook
them. On the back of the note was a group of five fig-
ures. On the muse to the right, a fingertip was slightly
out of place. On the face of the note, the engraver had
allowed a sliver more space between the 1 and the two
zeros in the denomination at the corners.

The magnitude of the operation was best measured
by an official estimate of the amount of currency print-

ed. It was tallied not in dollars or number of notes, but
by weight. It was estimated that more than two tons of
counterfeit $100 Federal Reserve notes were printed.

The notes first came to light in Berlin. The money
was being laundered through the communist-owned
banking firm of Sass and Martini. The number of spuri-
ous notes soon reached such alarming proportions that
the Berlin Bankers' Association threatened to declare all
large-size $100 United States Federal Reserve notes
non-negotiable. By January 1930, when both large- and
small-size notes circulated simultaneously, more than
$100,000 of the bad bills was being laundered through
gambling casinos in Havana each week.

The audacity of the plan was best exemplified in
Chicago. Mobsters were able to buy the notes from
communist agents for 30 cents on the dollar. On
Christmas Eve 1929, a mob runner entered the First
National Bank of Chicago with 100 of the large-size
$100 bills. After waiting his turn in line at a teller's
cage, he asked to have them exchanged for ten $1,000
bills. "Christmas presents," sounded plausible to the
teller. Not satisfied in keeping his mouth shut, the
mobster, identified as Frank Johnson, asked the teller if
he thought the bills tendered were genuine. The teller
obliged by taking them to his superior. When Johnson
left the bank that day, handcuffs had taken the place of
the ten $1,000 bills he had hoped for in return for his
funny money.

Johnson's source for the notes was traced to New
York. Federal agents offered the underworld suppliers a
deal. The mobsters willingly surrendered the remaining
counterfeit notes in return for the government's offer of
immunity for their cooperation. They named their
source, German count Dechow von Buelow.

Federal investigators retraced von Buelow's travels;
everywhere he went, counterfeit currency soon
appeared. New York, Chicago, Guatemala City and
Montreal all were on his travel itinerary. Acting on a
telephone tip from the Royal Canadian Mounted
Police, Secret Service agents were waiting for the count
at the Newark Airport when he returned from Montreal.

A check of the passenger list revealed no von Buelow;
he was traveling under an alias. Waiting agents had no
idea what he looked like, so they allowed the passengers
to deplane. Then, after the group had passed in single
file through the chain-link gate into the terminal, one
agent called out, "Von Buelow!" When one man turned
his head in response, the Secret Service had its runner.
Subsequent follow-up led to other arrests.

The Treasury Department's planned introduction of
smaller currency served its announced purpose well.
The reduction in the size of the notes did save taxpayers
money, but far more than the public realized. They no
longer had the added expense of underwriting the costs
of Soviet modernization.
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