











In 1975 New York City police ar-
rested the managers of a small
branch of the Chemical Bank in
the borough of the Bronx, who had
been accepting the cash flow of the
Paul Lucas heroin mob. Lucas was
a small-time operator who drew
limited supplies from returning
Vietnam veterans, retailing a few
million dollars a year in heavily
cut heroin and “laundering” the
dirty money through the corrupted
branch. When police moved in,
they found the bank’s entire vault
piled ceiling-to-floor with small
bills. The branch was at the limit
of its physical capability to handle
additional cash.

What makes these facts so ex-
traordinary is that the $3 million a
year passing through that single
branch, clogging its vaults, repre-
sented barely one-fifth of 1 percent
of New York City’s annual drug
money flow of $15 billion (the /4
figure is an estimate of New
York Drug Enforcement Ad-
ministration officials). If all
the dope traffic in the city
went through similar chan-
nels, 500 bank branches
would be required to handle
the volume of cash!

Again, during 1980, Treasury
invegtigators announced a
“crackdown” on a group of small
Miami banks, which, they said,
accepted large volumes of funds
over the counter from narcotics
traffickers. Eighteen banks were
named in hearings before the Sen-
ate Banking Committee on June 6,
1980, where Treasury officials
bragged of the success of their
enforcement operations. But the
banks involved had allegedly ac-
cepted sums in the magnitude of
%1 to $2 million each. Compared to
the size of Florida’s dope traffic,
estimated by the Senate Perma-
nent Investigations Subcommittee
to exceed $13 billion, the scale of
operations the Treasury says it un-
covered is extremely modest.
Again, if we assume that this is
the dope trade’s modus operandz,
we are forced to imagine that
thousands of banks are involved in
this traffic.
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Lurid as the information pre-
sented in the Proxmire hearings is,
on closer inspection it fails to tell
us very much about the way $100
billion could be hidden from the
eyes of the tax and drug enforce-
ment authorities. On the contrary,
if it were all so simple, the dope
trade would stand out like a sore
thumb. Under federal legislation,
every bank must file a report with
the Internal Revenue Service on
every cash deposit in excess of
$10,000. Even if the dope traders
funneled smaller amounts than
$10,000 into their accounts, the
sudden build-up of cash in a bank
account would immediately excite

the suspicion of bank officials, ac-
cording to investigator Robert Pot-
ter, the IRS Assistant Director for
Criminal Investigation.

Large commercial banks with
computerized internal operations
employ supersophisticated meth-
ods to monitor what happens to
their internal cash flow, mainly to
prevent embezzlement. Any unu-
sual cash transfer out of the bank,
and especially cash transfers out
of the country, would be picked up
and audited by the banks’ com-

- puters, which are programmed to

pick up any unusual disturbances
in the bank’s normal pattern of
operation. Using an advanced
mathematical technique called

“spectrum analysis,” these pro-
grams are highly effective against
embezzlers—unless the embez-
zlers are equipped with their own
computer programs to fool the
banks’ computers, and so forth.

In the good old days of the dope
trade, the Meyer Lansky syndicate
operation was able to transfer
huge amounts of cash by suitcase
on airplanes to safe offshore bank-
ing havens. There were a group of
corrupt entities, including Bernie
Cornfeld’s Investors Overseas
Services and Tibor Rosenbaum’s
Banque de Crédit Internationale in
Geneva, who handled mammoth
amounts of dirty money. We know
about these gentlemen in such
great detail because they were
closed down in 1974 and audited
after-the-fact with a fine-toothed
comb. Rosenbaum is reportedly in
a jail in Tel Aviv; Cornfeld, after
a short spell in a Swiss prison,
is in retirement in Los Ange-
les; and his successor at 10S,
Robert Vesco, is a fugitive
from justice in Costa Rica.
Yet the dope trade continues.

Airline hijackings, ironi-
cally, wrecked Dope, Ine’s pri-
mary means of laundering its
money. Close inspection of all
baggage makes it impossible to
transfer physical cash abroad in
sufficient amounts to make a dent
in the $100 billion the dope traffic
must hide.

Superficially, the maze of check-
points and * controls arrayed
against mere tax evaders, let alone
narcotics traffickers, appears in-
surmountable. Yet these controls
have a flaw. They are designed to
spot the abnormal, the unusual
funds transfer, the big cash depos-
it, the suitcase full of small bills.
If the reader is beginning to sus-
pect that thousands of bankers
and IRS officials are all in on the
game, we emphasize that no such
thing is, or could possibly be the
case. Dope, Inc. is a tightly run
little network. There is nothing
“abnormal” about it; it is built in-
to the business structure of the
United States and a number of
other countries.










checks outstanding in the Fed sys-
tem. All Midwest Air has to do is
delay shipments by four or five

hours a day, and at one point some
$14 billion in unsettled checks a
day was ballooning up in the mon-
ey supply. Midwest then insisted
we had to pay them more money—
of course they had only submitted
the original low bid because Air-
borne is subsidizing their flights—
so they could buy more planes. But
the problem is still there.” '

Midwest’s service to the Federal
Reserve became so bad that it
threw the accounting of money
supply off-kilter, and occasioned an
investigation by a displeased
House Banking Committee panel.
No one showed the company the
door, however, and the firm is still
carrying the Fed’s canceled checks.

Midwest Air Charter does not
make money from the Fed’s busi-
ness, nor does it have much inter-
est in fulfilling its obligations. But
it has a major advantage in main-
taining the contract. The Fed’s
priority cargo is never inspected
by law enforcement officers, or de-
layed by airport officers. It is im-
mune to any normal checks. If
Midwest planes are also transport-
ing narcotics, that is an extremely
useful feature of the business.

It makes sense that Max Fisher
and Charles Allen would run out-
fits like Airborne Freight and Mid-
west Air. It does not make sense
that the Federal Reserve would tol-
erate shoddy service—or does it?
Upon examination, Midwest turns
out to have some pretty powerful
friends in the banking sector.

Foot in the door

”We set up Midwest Air,” retired
Cleveland National City Bank sen-
ior vice-president Fred Hogg has
bragged. “Joseph Garrigy, the
founder and now president of Mid-
west, came to me in the early six-
ties with no money, no customers,
and one plane. I gave him National
City’s business of moving our
checks around the state, and I
called up every other Cleveland
bank and got their business. Then
I introduced him to the Fed.”
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An Airborne Freight truck in Hong Kong, the heroin capital of the world.

Hogg introduced Garrigy to his
friend Clifford G. Miller, then sen-
ior vice-president at the Cleveland
Federal Reserve. By 1967, Miller,
whose number two man in charge
of Cleveland Fed transportation
happened to he Hogg’s son-in-law
Norman Hagen, had gotten Mid-
west the contract to carry all
checks and other “time sensitive”
financial documents for the entire
Cleveland Fed district.

By late 1972, Hogg and Miller
arranged with Harry Schultze,
senior vice-president at the Chica-
go Fed, to set up a unified national
Interdistrict Transport System
(ITS) headquartered in Chicago to
transport all “time-sensitives.”
They advised Schultze to give Mid-
west the national contract.

"They submiited the lowest bid
by far,” said Schultze, and besides,
“they were given clearance from
the national headquarters of the
Air Force Military Airlift Com-
mand. We didn’t bother to check

them out any further.”

It is likely that the clearance
was arranged through the Nation-
al Bank of Cleveland’s board mem-
ber Claude Maclary Blair, who was
a major general in the elite Air
Force Intelligence Signal Corps.
Also on the board of Midwest Air’s
sponsor, the Cleveland National
City Bank, is Carl S. Ablon. Ablon
is chairman of New York’s Ogden
Corporation, which, in turn, is
Charles Allen and Co.’s privately
financed metals firm, whose direc-
tors include not only Allen himself
but also Airborne’s F. William
Harder.

Also on the bank’s board is
James C. Donnell II, chairman of
the Marathon Oil Co. of which Max
Fisher is a founder and part owner.,

What, precisely, do these high-
ranking gentlemen know about
Airborne Freight being involved in
illegal operations? Their business
relationship with Max Fisher and
the Allen brothers starts with
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Midwest Air, and goes all the way
up to the National City Bank’s
board of directors.

A tight little circle
of anglophile bankers

One character on the Airborne
Freight board of directors is of
even greater interest than the
company’s friends at First Nation-
al City Bank of Cleveland: one
James H. Carey, an executive vice-
president of the Chase Manhattan
Bank in New York City. Carey is
the top man in the corporate bank-
ing department, who determines
which companies may open ac-
counts with the Chase Manhattan
Bank. He has another distinction:

Carey is a Knight of St. John of
Jerusalem, the ultra-elite British
chivalric order over which Queen
Elizabeth presides. He is the only
Chase Manhattan officer to hold
that title.

Our investigators began to dig
into Carey’s history. During the
early 1960s, he was a faceless jun-
ior executive in Chase’s loan- de-
partment. Then, in 1969, Carey left
the bank to join the local branch of
Hambro’s, the leading British mer-
chant bank. He quickly became the
chief executive officer at First Em-
pire Bank, a joint venture between
Hambro’s and R.H. Macy’s in Buf-
falo, New York. First Empire
boasted two directors from Macy’s

Department Stores. It also did the
banking for Emprise, the Jacobs
brothers’ shady firm, and for most
of the Buffalo dry-goods trade.
Chase Manhattan rarely pro-
motes officers who leave the bank
in mid-career and then return.
Carey was the one big exception
among Chase’s executive vice-pres-
idents, the rest of whom are bank
career men. His connections were
unusual. “We knew him through
family connections up at Brown
University,” said British banker
Richard Hambro, who now runs
the family’s American operations.
“Then we sent him back into
Chase. With his Brown University
background and family, he was

The Macy’s
Mystery

ince the late 1880s, Macy’s

Department Store has been
controlled by the British intelli-
gence-allied Straus family,
which has a history of treason
against the United States dat-
ing back to the Civil War.

During the Civil War Isidor
Straus, later the founding
Straus of Macy’s, moved to Lon-
don to work with top elements
of London and Amsterdam fi-
nance in seeking to break the
Union blockade, finance the
Confederacy, and run guns to
both the Confederacy and Can-
ada. The war over, Isidor Straus
and his family were sent by the
British sponsors from the South
to New York.

It took the Strauses two dec-
ades to get control of Macy’s.
Macy’s had been founded in the
mid-19th century by a Boston
Quaker family. Mr. R.H. Macy’s
intention was to keep the store
in the family, and he seemed to
have enough heirs to make this
feasible. But shortly after his
death, in the 1880s all the lead-
ing Macy heirs died unexpect-

edly and the obscure Straus
family, which had hitherto
merely occupied a minor im-
ported glass and pottery conces-
sion in one corner of the store,
was suddenly partner of the
firm.

A few years later, in 1893, the
Straus family dominated the re-
tail operations in the richest
city of the Western Hemisphere.

Control of retail department
stores by British or allied oli-
garchical financiers was consid-
ered crucial by those financiers
for a number of reasons. First,
the high cash flow generated
daily by such enterprises is use-
ful for very short-term specula-
tive operations or for launder-
ing illegal money flows, like nar-
cotics funds.

Second—and related—is the
fact that since the oligarchist is
not interested in creating or ex-
panding real wealth but rather
in looting it to the greatest ex-
tent possible, he gravitates to
the service sector, especially rel-
atively labor-intensive, low cap-
ital investment areas, to achieve
maximum profits with mini-
mum investment.

Macy’s corporate board is
chock-full of interesting connec-
tions:

¢ Its president, Herbert See-
gal, is a director of Midatlantic
National Bank (New Jersey),
which has been publicly exposed
as part-owner of a Caribbean
Bank whose principal activity
was the conduiting of illegal
narcotics funds.

¢ One of Macy’s directors, Or-
ville Beal, is the retired presi-
dent of the Newark, N.J.-based
Prudential Insurance Company.
Prudential itself is principally
responsible for the dismantling
of the Newark police force anti-
narcoties squad. )

e Macy’s director Beal is also
a director of Harry Oppenhei-
mer’s Engelhard Minerals and
Chemicals Corporation. The Op-
penheimer’s global diamond and
gold dealings are used as the
key means of exchange in the
wholesale narcotics trade. In-
terestingly, Mr. Beal is chair-
man of Macy’s audit committee.

e Macy’s is also closely inter-
locked with RCA-NBC, media
promoters of the “Aquarian”
prodrug culture. Three directors
of Macy’s are directors of RCA-
NBC: Donald Smiley; Stephen
M. DuBrul, Jr. of Lehman
Brothers-Kuhn Loeb; and Law-
rence Fouraker of the Harvard
Business School.
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