Ms, Mary McGrory C 10/9/86
Washington Post

1150 15 St., NW

Washington, D.C. 20071

Dear Ms, McYrory,

When the Post was put together for today's issue someone unintendedly under-

scared what I was saying. I hope that what I said did not offend you. It certainly
wasn't personal.

Today's story on the newest mess we've made in Nicaragus and the tragic ‘and.
inevitable loss of lives manages to omit what the Post has in its morgue on Southern
Air Transport. I enclose it. I also have a story that was sent to me that reports
the sweetheart S85 the CIA made in sedling Southern Air to what is called its
#front". for a ridiculously low price.

The Post was dutiful in its uncritical reporting of all the denials when
consultation with its own morgue would have at the very least raised substantial
queations about the official denialse. Aside from the obvious fact that what we
kmew happened came close to requiring a CIA involvement, the involvement of its
SouthemyAir front, not included in any official comment I've seen or heard,
left little real doubt, If it had not been for Hasenfus' confeasion, which I've
just heard ong the radio, we'd have been left with the official g?g;&%s 4 the
of ficially unofficial suggestion that out in the Nicaragman jungles orged
Southeny Alr identification fop the dead pilot.

Nobody in the press seems to have remembered that when we were preparing for
the inevitable fiasco of the Pay of Pigs those pilots were not employed by the CIA.
Their employer# was aCIA front known as Doubl-Chek Corp. and those poor, misgulded
and misled airmen also died in another futility in pussuance of a futile national
policy- at least the CIA's i8 not the nation'se So it was not remembered in the
current report:l_nt{l the seemingly failed journalistic memories just habpen to
coincide with and support government disinformation.

This is what happened to us. I'm sorry,very sorxry about it. Especially when
 remember what some of our wese men sald, Santayana about being doomer} to relive
higstory if we forget it and Cardoza, about the government, for good dr ill, being
the teacher of us all.

One of the reasons some government agencies dislike me and have practised
KGB/Gestapo abuses against me is that when once before I persisted, then also in the
face of journalistic disinterest and silence, Congress amended FOIA over me and that
1£ what opened some of the FBI, CIA and other files for the kinds of disclosures
earlier reported by the Poat. E

I today am not optimistic about my chances but I've not forgotten Polonius

or among the other quotables T never hear quoted any more, Frost on promises to
keep, albeit 1 now have so many fevwer miles.

I know of your interest in the Nicaraguan tragedy and I did not want you ‘o
think I was just spouting off without some knowledge and fecollection, so maybe the
enclosures will inform you as well as support what I was sayinge 4nd please do not
feel that this calls for any resppnse. Spend that time on the fine things you do,
like tellingfus about truth in today's fine colum.

Best wishes,

A]@,

Harold VWeisberg



By TOM REDBURN . .
. Los Angeles Times R
LOS ‘ANGELES--In 1960 Southern

'iAlr Transport was on the verge of:..
:bankruptey, down to its last two aging -’
.plangs, Southern, like. most of the

other two_dozen or 8o nonscheduled ’
airlines then allve. faced a bleak fu-
ture.

Of those so-called nonskeds, or char-

Vi g e e e e e -‘-wfmvs‘w.i

_';300000 ‘the airline was thriving. 7'
-~ The reason? The dctual buyerof '’
Southern, a fact kept. secretfrom -
* most people for more than 13 years, |’

' it was sold in August 1860 for a paliry

- 'texl"alrlines. So_niher.n’was on—e of the :
- weakest. Yet only & few months after.

was the Central Intelligence Agency.
“"With the CIA’s help, Southern quickly :

b ,obtalned new planes from another
- AAIXCO (later Saturn Airline), Qver--

“ CIA company, Alr America, and cap- ;

tured a key military contract, to; pro-
“ vide & “cover” for its operations,

In 1978, after two years of rumors

The story might have ended there.
But now' government documents and

- other information have.surfaced indi-

cating that the CIA’s venture into the
nonsked business had a profound im-

RUSCRIAN

pact, one that. damaged the finances -
! “of a host of unsuspecting private busi- :
- nessmen and helped determine the
shape of an entire mdustry for years :

to come.
By siphoning awny a significant

share of the military charter revenue :

that was the sustenance of these

.. struggling airlines, the CIA played a :
big role in consigning some of these

companies to oblivion. The few that’
survived became the nucleus of the :

modern U.S. charter airline industry,

Moreover, there is evidence that ,

five other nonskeds that survived this
period did so in part because they or
their representatives learned of the

. CIA connection to Southern and were
able to win favorable treatment from -

the Clvil Aeronautics Board and other °
‘. upon favoritism to' obtain military -

government agencies, which were ea-

' ger to maintain the CIA’s secret.

Today, many of the former nonsked -

" chairman, Edward ‘J. Daly, -
-of -World: Alrways ‘wrote;. “World has .:

_ operators who lost their flying rights
< when they ran out of money are try-
- ing to win those rights back from the

CAB. The board, whose membership

has changed complégely in the inter--

. vening years, has set up a special pro- -
- ceeding to consider their requests.

© Their efforts recently forced there- " erg club™ that was the beneficiary. of

.. lease, under the Freedom of Informa-.

" tion Act, of numerous previously se-.

cret government documents. Those,

combined with interviews and previ-’

ously - ignored testimony, permit a-
close look at how the CIA wreaked its .

apparently unintended havoc on the
nonsked industry. .

» of intrigue, with secret briefings by

the CIA of CAB and military officials : -

which won Southern crucial operating :
rights and contracts, along with des-

;-‘pemte; c:torts by ’the competins
“nonskeds to_gain a share of the gov-

“'the ear

‘ference ‘betiween’ Hf
*'losing: airlihes atithe’ ‘timeiwete una-

inclesg charlgable' wards,”
" and extortion. It i clear that several

ernment business that. was nog allqb-

:.WUO the GIAp aifline... . .

Only six nonskeds were qwatded, in.
960s, - the lucrative averseas.
military coniracts tbqt; becanie the difs’
'e’and death, The”

ware that Southern: was owned by the:
CIA. The: other five—Wpnrld Airways,.

seas  National “Airlines, Capitol Alr.

.- ways and Trans Interfiational Airlinés’
; . (which has-recently acquired Saturn) .
i and published news leaks, the CIA fi-
' _nally acknowledged that it-had owned
;Southem from 1960 to 1973, & ©;

~All were aware of ‘the hidden CIA\
Southern coithection.” -

~With: the new cvidence, a group of

) the. former nonskeds: charge that: the .
i favored.girlines,’ which have since be-
i-come the:leaders .of the. U.S. charter:
* airline industry, agreed ‘to keep ‘their -
: knowledge. of :Southern’s .CIA owner-

ship seeret. 1n rctum for t.he mllitary
contracts, g

In recent mony before a CAB
hearing judge, Richard D. Neumann, .

. president of a- former nonsked, Cali-.
‘ forniaAir’ Charter, alleged that at

least one of the’ military charter air-:

lines “used yndue and improper influ- ]

ence in its economie rise ta-the top, or,
; “blackmail’

appHeants (In"a’ new-route case) have
engaged in activi es ot a verx ques-
‘tionable nature.”

- The auyviving carriers’ deny tha
charge. S :

In a letter to. ‘a: Senate commlttee
chairman.

never resorted t0 cgercion-or relied

; contract business.”,

Coates Lear, a: laWyer connected to

four of ‘the surviving carriers, is now:’

dead, ‘but his  close “#yiend Clayton
Burwell, president of the Independent :

JAlrlines Association’ in 1960 and 1961

and soon thereafter counsel for Trans
International : Airlines; disputes - the
contention of the former nonskeds
that there was, in' his words, ““an insid-. .

favoritism in military airlift contracts.

*Although he confrims that he and &
few other carriers’ lawyers ang exec-
tives knew about the CIA “ownership. .
as early as 1961, Burwell says it is’ |
“ridiculous” to belleve that they took -
advantage of that information to in. -

.- fluence military coritracting.
~That look reveals a complex pattem Pl

- Whatever the factors that deten
mined which ‘nonskeds' survived this*¥

‘period of travail for their industry in -’

the 1860s, it is beyond dispute that the -

;CIA's purcahse .of: Southern coutrib-

ik st ke e bt r o veilons
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- of the CIA’

uted to the demlse ot those that lllc~

The CIA’ laentry into t.he buliness.
of course, wasn't the only factor. The:
CAB, which regulates: all air carriers,
had been- giving - the. nonskeds short-

" shrift for yesars:in order to help pro-¢

tect the-larga sohieduled airlings, -

The CIA didn't intend, a'pparently, -

to harm, other :airlines. Immediately
after the purchase, however, Southern..
captured, an:-important military -con: ..

tract in the Pacific, even though it.
was’ based “in”Miami and had previ-
ously restricted its operations to that

- area. The parrier grew. quickly, fed by -,

military confracts and CIA operations. -

The CIA: did ‘not; want. Southern.to. :
becoms tod ble. ‘and /it never -be- -
came. exceedingly:large. -Southern’:
bought planes: from the CIA’s: largest
proprietary; company, ‘Air; Amencu
which.. omrated mostly in: Southeast:
Asia. The! ‘mgney -came from Ailr.
America logns and loans from Manu-,
facturers Hanover Bank in New York,
which handled th;:‘anking for many

o,
b
."""'; o

But by the time Sauthern, which

has no connection: to ‘Southern >Air-- b
ways, was sold in'1873 to Stanley Wil- - -

for the CIA, the line waa doing
lions of doflars of businesd annually

Without that sale, for $5.1 million, it .

might never have heeri possible to'tell

the history of the CIA's ‘effect on the ;-.g
nonsked Industry. For, hefore the deal -+’

~could go’ through;~a ‘number ‘of ‘air-"

“ lines protested the retention®of - key
. CAB operating rights by the new awn-

ers. The CAB held secret hearings on

" this issue, and it {8 through tetimony
- recorded at those: hearlngs and only.
. Tecently released-that much o! the‘,,
CIA’s role can be documented. !

" Tha prlncipal witness’ ‘was Lawrence

Houston, thén the general  counsel of:
.the CIA, and the principal questioners
were the lawyers forthe'five military - -
supplemental ‘ airlines and a lawyer -

for Pan. American World Alrways,

also represel;tmg eight major. carri-
ers. .

Accordlng to Houaton’s tesumony,

. "eial consideration.’s

“’ership-of Southern:to key: ofﬂcul!

“(Mildtary
Servlce), later MACS
» Command) - contracts, . w
+. formed in’ ordinary. o
op with no ' intere
though we informed the top.
f MATS; that wé"did have"
fivical ownership but we: uked

However, “Houston
that he had’ disclosed ‘the. OFA’

the CAB, even as the board wag:in.th
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