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Were State Department monies illegally diverted to aid the Contras?

STATE DEPARTMENT AND INTRULIGENCE COMMONITY INVOLVEMENT

" | IN DOMESTIC ACTIVITIES

RELATED TO THE IRAN/;UNTRA.AEEAIR

OVERVIEW
* In March 1987 ; the staff of the Committee on Foreign Affairs issued

a prél'iminary. report of its investigation into the award of six

contracts by the State Department's Office of Public Diplamacy ‘for Latin
1

America and the .Caribbean (S/LPD) to Ijternational Business

Communications (IBC) and its principal, Frank Gomez. The report raised

a number ‘of key questidns, including:

Why was a noncompetitive' ,5276,000 State Department contract with IBC

classified SECRET during the same time period that IBC was engaged in
- (
transfe;:;:-ing monies. to Lake Resources, an account controlled by Oliver

' North for the purpose, of aiding the Contras? Were any of the State

Depérﬁnent contract monies in fact used illegally to lobby Members of
Congress? Was S/LPD engaged in prohibited propagandistic activities?
Due to the difficulty the Committee staff encountered in uitsg

efforts to obtain relevant information from the State Department and to

the fact ‘that IBC had .been involved in funneling money tc secret Swiss

Bank accounts, many answers to questions raised in the report were ot
_\' - ’ \ * . - R *
inmediate]y forthcoming. It was the Comittee staff's opinion that
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these pressing questlons could only. be properly reviewed by the’ Selec:t
Comnlttee tc Investigate Covert Arms Transactlons w1th Iran. The
Chairman of the Committee on Foreign Affairs, Rep. Dante Fascell, then
fc;rwarQed all relevant documents in the Committee'’s possession to the

Select Committee,

On March 31, 1987, Chairman Fascell and Rep. Jack Brooks, Chaikman,

Camnittee on ‘Government Opderations, ‘issued a joint letter to the .General
Accnuntir;g office (GAO} regquesting it to conduct; a}; investigation and
render & legal opinion on the legality and prdpriety of certain
activities of S/LPD. Two separate reports were subsequently prepared by
GAO. | ' .

The first GAO report, issued 9/30/87, examined whether or mot S/LPDQ
had been involved in illegal lobbying and propaganda activities. The
report concluded that S/LPD's activities involving the 'preparati‘on anc::l
dissemination of certain types of information violated a restrictj.‘m on
the use of appx;opfiated funds for publicity and propaganda purposes r;ot
authorized b&r the Corigress. The report also noted ﬁat the available
eyidence did not support a conclusion that antilobbying statutes had ,
been yiolat;ed. (@0 auditors, however, informed Committee staff that
documents in the possession of the iran/Contra Select Committees, which
were not made available to GAO until after its report had been issued,
would have .tec:{uj.z:ecin GAO to reevaluate S/LPD's _ compliance with the
anti-lobbying statutes.,) ) | L "

- 'I‘!:xe second GAO report, ’issued =].0/30/87, assessed tfie contracting
activities of‘ S/LE. The report found that S/LPD generally did not-

follow federal regulations governing contractual procedures.

[ In addition to the GAO reports, the State Department's Office of

ey
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Inspector PGeneral (OIé) issued a report that exémined the Deﬁnartment's
¥ contracté with International Buéinéss Ccmnunications {IBC) and Frank
Gomez, one of its principals., The OIG's report concluded that many of
. the purchase orders and contracts awarded by S/LPD were questionable in

- rthe later pericds, as S/LPD's staff grew and gained experience; that the
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AN _anc]_"éoﬁ'izracts " was' mismanaged; that one contract was improperly

",_ clgssif.j_e'cj' " SECRET, apparently to avoid competition and public

Sition Qr;_océ:-és* for awarding and administering the purchase orders

diéélesm:e; that some of the charges in the 'fihnal‘, contract between.S/LPD
‘ a}nd 1BC Qere questionable} that violation of etﬁ;'.cal standards and/or
conflict of interest restrictions may have occurred in the case of two
- individuals; and that information provided by the D«‘:?.-;_)art:mf_ant= to
.Congressional requesters was inaccurate, i_ncompl;ate, and misleading.h
The OIG's report also recommended specific actions to remedy
administl;uative problems identified in the report.
This\‘iiinal staff report on the activities of S/LPD serves both as a
summary of ‘the previously described reports on the Of'fic"é of Public
- Diplomacy for Latin America and the Caribbean and as a description of
"how a relativeij}.\ obscure office in the St-iate Department played a central
role in the creaE".i.on ancii man:agement of the private network involved iﬁ
the Iran/c':ontra af_fair. It is the Committee staff's cér;tention that a
preponderance of dOCUmepts obta;ined by the staff, as well as those
released by the Select Committees, demonstrates that. S/LPD was set up
. and managed by operatives in the National Security Council (NSC) who-
maintained close tie’s with Oliver North and former CIA Director Casey.
The NSC staff succeede{j in having Otto. Reich named as the Director of
the new foi;:'e Latin Iimegrica of" Public Diplomacy which réported éirect}.y
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: fo the NSC. IBC's two principals—-Richard R. Miller, former head of

public affairs’ at AID, and Francis D. Gomez, former public affairs
specialist at the State Department and USIA-—were then hired by S/LPD

'through a series of sole source, no—-bid contx

of activities on behalf of the Ade.m.s q 'E)ollmes in Central
America. . . Ay

During the same period thatpit h.ad been receivi;'xg payn;?nts -from the
State Departimént totalling in the hundreds of thousands of dolfars, 1BC
also served aé the conduit through which millions of dollars from the
-illega]‘. sales of weap;ms to Iran were diverted for use by the Contras as
well as other purposes. Also while under contract to the; Office of
Public Diplomacy, Millerl and Gomez participated in activities designed
to influence téxle media and public to support the President!s ILatin
American policies, including sophisticated televis?c;;x ad campaigns that
were targeted at Members of Congress who wereL not supportive:-of the
President's Central America policy. Many of these activitfes by design
were covert. Johnathan Miller, Ambassador Reich's Deputy at S/LPD (who
later resigned from the White House staff when it was revealed that he
had assisted Qliver North in cashlng travellers checks for the Contras),
for example described Gomez as a "cut-out" who once made a clandestine
trlé in Central Amerlca and promoted media J.nte_-rvmws and background
briefings w.1.th representatives of the Democratic Res:j.stance in Nicaragua
.on behalf of S/LPD, without acknowledgment of the State Department's
rolq. |

In the course of asegisting the Contras. with their public Jr'elations,

Miller and Gomez were introduced to Oliver North and Contra fundraiser

Carl “sSpitz" Channell. Under the direction of North and with the



financial assistance of Channell, IBC qulckly became a central player in
the so—cafied "enterprise," IBC's role, in fact, was so hlghly valued
that it was described by one White House folClal as "the White House

outside the White House."

THE GAD ADITS

Responding to a March 31, 1987, joint request issued by Chairmen
Fascell and Brooks, the GAO released two separate reports on the
activities of S/LPD. The first report issued by the Comptroller General
on 9/30/87 concluded that S/LPD had "engaged in prohibited, covert
activities designed to influence the media and the public to suppoﬁt th;
Mministration's Latin American policies."_ The use of appropriated
funds for these activities constituted "a violation of a restriction on
the"State Department, annual appropriations prohibiting the use of
federal funds for publicity or propaganda pufposes.“

GAO's conclusion centered on S/LPD's decision to use a university
professor, John F. Guilmartin, Jr., an adjuﬁct professor of history at
Rice University, to Qrite a newspaper arEicle in support of' the

v

Administration's Central America policy without alerting readers or,

appareritly, the newspaper that Guilmartin had been a paid COSZultant to

S/LED. 0

- The Guilmartin . article: was one of five 'white propaganda"
opefations described in a March 13, 1985, memorandum from S/LPD to the
Assistant to the President;,anq Director of Communications. The

confiéential memorandum stated the following about  the Guilmartin

- S



article: g o -
"attached is a copy of an op—ed piece that ran two days ago in

The Wall' Sfreet Journal. Professor Guilmartin has been a

consultan.t to our office and collaborated with our staff in the
writing of this piece. ' It is devastating in its analysis of
the Nicgraguaﬁ arms build-up. Officially, this office hé\d no *
role in its preparation.”

Another item sin the memorandum describes the use of a "cut-out" to
arrange visits to various news media by a Nicaraglan opposition leader.
Although the term is not defined, it appears to reflect an inte;ltion to
hide the fact that_ the Oppositig‘x leader's visits were being arranged by
the Gové.rnment. F .

Section 501 q{ the Deg:art:ments of Commerce, Justice, State, the
Judiciary, and Related Agencies Appropriations Act, 1985, states: "No
part Of.. an appropriation contained in the Act shalli‘be- used for
publicity or .propaganda purposes not authorized by the Congress.”
Although the legislative history of section 501 is silent as to the
intended effect of the resEr‘iction, GAO has had numercus opportlmities
to interpret language similar to section 501 as prohibiting covert
propaganda activities of an agency, which applies to the situation of
Professor Gullmartln and visits of various Nicaragu?n opposition leaders
arranged by S/LPD. - “

The GAD report concludes that "the described activities are beyond .
the "range of acceptable agency public information acf‘ivities because the
articles prepared in whole or part by S/LPD stlaj::f as, the ostensible
position of persons not associated with gOVernmeﬁt and the media visits

|

. N\
arranged by S/LPD were misleading as dio their origin and reasonably



) cgﬁstituted 'propaganéa' within the common understanding. of that term.,"

On Ostober 30, 1987, GAO issued a second report on the State
Department'sn administration of certain public diplanacy contrac£s.
In _'i:tS evaiuation of LPD's use of contractors, GAD reviewed: 25 ;Jontracts
S/1LD ehtered znto since the office was established. The contracts w.ei:e
valued at approximately $263,000. - Most o% the contracts reviewed
involved the submission of written préduété by individuals and, in some
instances, clompanies. .

“The GAO audit found that S/LPD did not adhere to federal
reghlations governing contractual procedures. Spécifically, the audit
reached the following three conclusions:

1. The justifications to support the exclusive use of
sole-source contracting by LPD were inadequate.

2. Various ,Qtﬁer procurement requirements were not adglereé
to in awarding contracts, such as encoufaging competition,
obtaining required contract officer approvals before

engag‘i«Qg_j‘-ﬂ contractors, and, in one case, abiding by

limitations on the salary paid to a retired military

ofEicer.

3. Many products were different from those contracted for
with no evidence that agreement was reached on changes to
contract specifications.

With respect to the issue of sole source contracting, the GAO study 7.
concluded that all 25 contracts under review did not meet federal
requiréments for sole source justification. The contracts' contained no

. =desm:'i;_:atix.::sn of how- the wrs.ters selected v}ére unique and vfﬁy o one else ,

could pefform the desired requirements; nor did the contracts contain

x
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h an;r descriﬁ:‘qi‘on'of efforts madei-to ascertain. whether équally qualified
writers were d .availab.le. Under the reqqi;_e:_nenbs of The Competltlon in
cOntractifig‘ Act of 1984, both of these’ conditions must be fulfilled
before a sole source contract can' be awarded.

In general GAO found little evidence that S/LPD had made any
effort to loca;ce other sources to compete on S/LPD contracts; Even a
a __ solesource procurement requires such an effort to help support the solé
sourc‘é justlflcatlor;: ’ In the one instance where the Department's
Procur!éixent Office Iocated‘ a competitive source, S/IEb‘witfﬂrew its
requlreme—%t for these services before the potential contractor could be
1nterv1ewed. At the time, these services were being prov.xded by Mark
Richards Associates, Inc., who had performed SEWICES fo_r S/IPD under a
series of sole source contracts since July 1984, Later in ﬁ1e year,
however, S/L;o in an about—face, requested’ ‘the contlnuedv services of
Mark Rlchards Associates, whose pr1nc1pal Colone‘l Mark Rlchards, had
exten51ve experl_ence_ln military J,ntelllgence.- ‘In its request to renew
"Pii_chard's contract, S/LFD cited‘"unusual and compelling urgency" as the
- .basis to award; a\«SQJ.g;se!frce procuremont. S/LPD also added that “the
character and sensitivity of the services precluded disclosure of the
contractual arrangement tb».. the publ@b.“ .

. GAD also noted that Mark Richards, an S/LPD employee detailed from
DCD and a soorf—to-be-reti_red Air Force Colonel, would be subject to dual
compensation limita;:ions if {'employed as a consultant to‘S/LPD after his

L

retirement from federal service. This would reduce his rﬁilitary
e 1

retirement pay, which, accerding to Colonel Riohards, was unacceptable.
Accordingly, Colonel Richards J.ncorporated himself, and the Department

negotlated a sole—sourj:e contract w:.th Mark Richards Associates for
e

'
3.
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.media. consultant services, -This pemitted him to ‘continue working'f,or
S/LEPD without a reduction in his retirenient pay. Be'tv.‘r’een- July 19'é4 and
. February 1986 Mark Richards Associates reaelved appronmtely $136 0.00

- This arrangement, however, c;.rcumvented two Offlce of Managenent and

- . L

Budget « (OMB) circulars that restrlct the usé of contracts to - av01d

salary limitations for former government emg].oyees. 1

Of the 25 contracts GAD rev:.ev.ed, 16 spec:.fled one .or more criginal ”

written products (41 in all). Most of the contractor products GAO
obtained, however, differed substantlally from the. contract scope of the

work. According to S/LPD personnel, few were :anorporated into S/LPD
. 'E"‘J . . - a. ) + .

publications.

' GaD's analysis was hampered by the lack of wock products in S/LPD’'s

files. Auditors were only able to dbtain 28 of. the 41 research papers.

Of the 28 work products obtained by GAO, only 13 adc'{res;sed the topic

.specified in the original scope of w_orl%. In the .other cases, the
product for which there was an "urgent need" was not produced; ratiff, a

substitute topic was addressed.

]
n
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mm'msmﬁmmm's’mmror INSPECTOR GENERAL .
In response. to a March 1987 request from the Secretary, the at;aff
" from ‘the Office of Inspector . General ’OIG) exammed*he Department s

contracts w1th Internatmnal&usmess Commu,xucat:.ons (IBC) and E‘rank

Gomez,' one of its pr1nc1pals. . The examination covered six purchase"

. ordets and contracts totall,mg approxlmately $436. 000 w:.th IBC or ]."rank

Gomez between™ ‘.E‘el:»ruar}r 1984 'and September 1986. . In UuLy 1987 the .OIG

‘.'.

* ¥eleased 1its report oontammg the followmg fmdmgs-

e ——

v

.. Need for the Contracts——‘rhere was, justlflcatloh for th*é” ’ipitial-f‘
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' purchase orderﬁ"sf'or outside .asaismn%e, during a temporary -start—-up

‘situation in S/LPD early in 1984, but the practice continued through
fiscal' 1986, after the -urgency and the origimal justification had
- - . .- - - e oo "

passed. . ' : ‘~: f ) _ : P N

2. The Acquisition Proce'és—_'l‘he practi"ces followed in the procurements’ - .
" with Frank. Gomez, iIBCI, and INSI (Inst.i_.tute for North South Issues, a )

" non-profit foundation operated by Frank ,Gc'mez). were .generally contrary

to proper- acquisition policies and procedpres and failed to meet the

* fundamental requuerrents oE the Federal Acqu;.s:.t_ion Regulatlon (E‘AR)
In certain J.nstancesg Frank Gomez and IBC only entered into formal"
contractual arrangements with the Department after' S/LPD had directed

IB&:. to begin the work. For example, an order_' awarded to IBC in the.

&

- amount of $24 400 was signed by the Department's contracting off:LCJ.a],

e

almost one month after IBC was to have completed the work and almost

\

four months. after ¥BC had been’ directed to begin the work by S/LPD
L } -

officials. The E‘AR clearly states that the contracting- officer is

--respons;ble for the control of the contractlng process and that

-

. oont.racts may be entered 1nto only by co\tractmg offlcers.

The 0IG defermined that all contracts awarded by the Department'

A

procuranent office to Mr. Gomez, IBEC,. and INSI were based on madequate‘

so]_.e source justifications. In the flnal_$276,000 contrac} with IBC

another feature of contracting was added—the Competitioo in Contractihg

Act of 1984 (CICA) At the time this contract Gzas belng con51dered by .

S/LPD offlc;x.als, The E'AR’had been changed to 1nclude ‘the CICA

~

prov:.s:.ons. The Depart:nent's contractmg OfflC].alS brought the new FAR .

prov151ons to, S/LPD's attentlon, 1nclud1ng the new CICA requrrements to :

&

§ publ:.c:.ze even proposed séle %ource awards. This contract was
. -“\‘: . ] -, ... }.- . : \g-b- . .._ .. \‘__u
.?: N . " ) +
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. classrfred SEI:R)E‘I' by S/LPD offz.c1als, not publicized by the Department,

1

and was eventually awarded on a sdle source basis approxa.mately 1l

2

months after IBC. began the work at S/LPD s dlrectlon. Moreover,«o.IBC

]

: eventually recelved@ppronmately $240 000 dollars for its work on the

.?_

. contract, even after the -fact that Robert Kagan, who ' suoceeded
‘ I
Ambassador“ Reich as the Dlrector of the Offlce of Public’ DJ.plcmacy,

at

requested in a May 28, 1986 mémo td Executive Dlrector Patrlck Kennedy

a¥
B

F -
/ that the funds be deobllgated o ’

B

Federal vaLuSlthB regulatrons}f require that all proposed contracts
over the ‘amount of $10,000 b,e publlshed in the Conmerce Busmess Dally T

-+
o

X . (cBD).. None of the . purchase orders ef contracﬁs over $10 000 awarded to

Mr. quez or IBC were publlcmed by the Department s contractmg

-

\ . o’fflclals. In addltlon, purchase orders for Mr. Gomez and IBC were made

LTS

‘o frag;nented{:basis, often for " less “than $10,000, apparently to :
. " circumvent the acquisition’ req;uirements. .

=2

.g

3. Reasonableness of Prlces and Performance—-———The 0IG's audit qu&tloned

=

some charges contalned "ip ‘the FY 198,b contract for 3276,000. ‘

. Specifically, the report questioned the trave.l'-‘ a'nd ADP equri.pnent costs i

[

charged by IBE:“ The 0IG report mdlcated the 1G's offlce would conduct .,

a cost incurred audlt ‘at a future date.- "In December 1987, the 0IG |
@ J : -

completed the audlt and dlsei:\proved approx1mately $84 000 in costs BN

5-./,‘ @c;almed by IBC under *the contract. The OIG has recommended that the v

3. ‘-

Department attempt to recover - these.l funds from IEC. 'I'o date, the ftmds .

L33
&

o “’ha.ve not been recovered

iy * N

y o ' Septez1~b’er 10 1984, the Forelgn Serv:.ce Instltute (M/FSI) placed ST .

. a tralmng order for $16 198, w:,th IBC. 'I‘he tralnang order required IBC B AR ‘
. LE : PR ’
o] to conduct senunars 1n .EFl Salvador c:n .u'nprovmg ‘Press relat:tons for El
T & - ’&_ ! - L] - )
5 “ * ‘ - )
2 [ ) A B " =
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Salvadoran rm.lJ.tary OffJ.ClalS m late August and early September of

1984. The use-on an M/FSI training order to obtain the serv:.c&s of IBC'
Z

appeared to be inconsistent w1th the principles that generally apply to
M/FSI tralnlng orders. Normally, M/ FSI arranges for training for State

Depértment enrployees that !is Jjob related The training or‘der with IBC'?

£
-‘1nvolved tralnlng for fore.l.gn officials and was conducted by -a prlvate

‘company m a foreign country. Moreover, the OIG dz.scovered in ﬂ:s

5

dleUSSlOI'.lS w1th IBC OfflClalS that the traJ.mng sem.mar never took

- .tl..

. place; instead, individual counselmg took pl.ace w1th, 20 ko 25

individuals. The OIG has reccx;mended that action be taken to recover
the funds from IBC since the seminar never took place. To date, the

" funds have not been recovered.

‘4. Ethical/Conflict of Interest Considerations—The OIG deter%nined that

Daniel Jake Jacobowitz, a Depértx:nent of Defense iotelligence specialist
detailed to S/LPD frem June 1984 to June 1986, may have violated federal
eth:‘ic:al standards by introducing his, sister, Fran Jacoi)mitz, who was a
speciaiist in estabiishing and operating mail distribution systems, to
the head of.S/LPD and to Frank Gomez of IBC. S/LPD subsequently
contracted withnthe Institute for North South Issues (INSI) and IBC for
analysis, desigan, arnd operation of a mail distribution syotem. + The
sister was hired by IBC to direct the work under such contracts. The
0IG neferred th;a matter to the DOD Inspector General, who, after -
investigating the incident, determined that Jacobowitz had violated
employee standards of etoical conduct. A letter of reprimqnd was placed
in Jacobowitz's pe'rsonnei file. ' B "

Prior to beihg employed by S/LPD, Frank Gomez_: was employed as the

Directar of Foreign Press Centers for USIA. He retired from that agency

. W

L
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on February 14, 1984 and the performance date for the work called for by

ﬁhe pl.lrchase" order with S/LPD was Febi:uary 14, 1984 through May -31,

1984.
Documents contained  in the S/LPD files indicate that, while he was

employed by USIA, Frank Gomez established the Institute for North-South

Issues and negotiated with USIA and the State ljepartment “for contract

work after he retired. The same purchase order was alsoc negotlated with "

S/LPD whlle he was employed by USIA. .

The OIG referred this matter to the USIA IG on May 15, 1987 to
deternu.ne whether any conflict of interest 'laws or regulatlons were
. violated. To date, the USIA IG has mot- initiated any action.

n—

5. Congressional and Press ‘Guldance--’l‘he 0IG determined that a small

but J.mportant portion of ' information provided to Congressional_
requesters and as press guidance was either inaccurate, incomplete, or
‘pot;ent_ially misleading. In addition, the 0IG concluded that the
Department's responsiveness to r.:equ,eéts for information by men'lbergs’ of,

Corngress and their staffs had been slow and fragmented.

6. Classification ho_f the FY 1986 Contract-—S/LPD classified its final
$276,000. contract with IBC as SECRET, contending to officials that it
contained’ sensitive information of a national security nature. However,
the c:)nEraGt was virtually a.mntinuation of an uz)classifiéd FY 1585
contract, except for tﬁe addition of an unclassified document
distribution system. The OIG's report concluded that "trere wﬁs nothing
of a national secufity or even a sensitive nature in the contract. In
our opinicn, the real reason far classification was to avoid publication
in the CBD and __;_Dossible challenges to the sole source contractual

3 1
relationship with IBC.™
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The OIG's report also contains a' number af spec1flc reco:rmendatlons

relating to t*he Department's award and ednumstratim of contracts. All

,_of these reoonmendatlons, mgludlng those recomnendatione to recoup

monies from IBC, have been accepted by «the Department. 'In addition to

these recommendatlons, it is the Comni ttee staff's understandmg ‘that

' the OIG hesl referred &/LPD Director Qtto Reich's name to the

Department's bersonnel office for poss.rble dlsc;plmary actlon. - 'I'o

A
ran

‘]
dai:e, the offﬁlce has not taKen any actJ.on.

N .

i

- I | ™ > A
THR IRBH/C(]‘?I?A INVESTIGATION . - %a ! :

J‘ r .
For the duration of the Congressional ‘investigation of the'

- %

Iran/Contra ffalr, the Comru.ttee staff contmued its mvestlgatlon of.

-

the activities of S/rbp. In its review of the evidence, it bet-ame

apparent to " the Committee staff that S/LPD's activities were . not

cogrdinated within Li:he State Department but by a’high level interagency

group established by rhe'NSC. As the fipal report of the Congressicnal

-E:omnittees investigating the Iran/Contra affair points out, Walt

Raymond,” the|principal N$€ staff officer in charge of monitoring S/LPD

".{. was a former senior CIA official, with expérience in

covert operai-iions,, who had been deteiled to the NSC staff for
‘a %ear with Casey $ approval, and who upon retir:ment from the

CIA became a Special Assistant to t:he President with

-

IES]DOIEle.]J.ty for public diplamacy affairs "

\

Once at the .NSC, Raymond helped set wp a system of .mter—agency
comniti:ees, J.ncludmg a mrl-clng group (?n Central Amerlcan Publlc -

Diplomacy. Tlre NSC staff also succeeded in havlng Otto Reich named as

the Director |of the new Office of Public Diplemacy (S/LPD) ’ Wh_lCh
» r L]

,} w
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reported dlrectly to the NSC. Francis D. Gomez, former public a"ffairs

spec:.allst at the State Department and USIA, was hired by S/LFD through
e I

a series of sole” source, no—bld__ contracts to carry out a variety of the

'Reagan Administration ‘policies |, in Central America. .Gomez and his

busmess partner, Ra.chard M.Lller, former head of public affalrs at AID,

then formed Internatlonal Bus:l.ness Ccmrmnlcatlons (IBC), -a public.

relatl'ons flrm-, ‘which also rece:.veé a number of State Department

cantracts. I - -
r . R f wt . )
Supported by the State Department and white House, Miller and Gomez

became the outéide managexs of Carl Spitz Chamnell's fund-raising and

lobbying activities. They- also served as the managers of Central

+

.American political figures, defectors, Nicaraguan opposition leaders and

Sardinista. atrocity victims who were made available to the press, the

'Cpngress and private -grdups, to tell the story of the Contra cause.-

Tﬁey facilitated the transfer.of funds raised by Channell and others to
Swiss and offshore bank accounts at the direction *of Oliver North. They
"became the key llnk _between the State Department and the Reagan White

House with the private groups "and individuals engaged in a myriad of

ehdeavors . almed at mfluenc:.ng the Congress , the media and public
oplmon. They also became the main funnel: for private U.S. money going

to the Democratic resistance in "Ni,caragt:aq'. an

What follows is a descriptéon of how an outside private network of
individuals was’ established: that, witi'l the gliidance of senior White
, House officia}s,'provided financial and political support for the Contra

cause. S/LPD, -a relatively obscure office in the ,State Department,
played a pivotal ro],e.': in maintaining and nurturing thi_é private network,

which played a central role in the larger Iran-Contra affair. (All

N [y

L)-
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'inronnation in the fellowg.ng' sectioh is taken rran przblic ‘edurces end
published’ _declessified transcrigts and records of the Iran—Contre
Commi. ttees. ) : B '

"S/LED AND THE PRi’VME NETWORK °. ]

Walt Raymond, a senjor career CIA OfflClal and propaganda expert,

was approached Qy Donald Gregg, Chief of the Intelngence D;u:ectorate at

v ¥y

the NSC, and J.nformed that Gregg was recomnendmg to CIA Direetor Casey

and NSC Adv150'r Wlll:.am Cldrk that he be ass:.gned to tne NSC as Gregg's
~Successor when Gregg départed to join the staff of Vlce—-PreSJ.dent George

Bush. Raynnnd dlscussed the transfer w:.th Casey, Clark, and McFarlane

and received “approval for ‘his involvement in .setting up the public

diplomacdy program along with hls intelligenee reeponsibilities.\

Accordingly, he was transferred from CIA headquarters to the NSC in June

1

-y,

: . of 1982.

‘In the early part of 1983, doqmnents obtained™ by the Select

Committees, and later released in unclassified form, indicdte that Walt

'ﬁé’Raynbnd, who had succeeded Gregg: as the .Director of the Intelligence

‘Si;_aff of the NSC, successfully recomnﬁénded \the establishmeht of am ..

inter-governmental network to pramote and manage a public diplanacy plan
1

desrgned to create support for Reagan Administratign policies at home

Pt}

and abroad. Thelr initial efforts were directed toward 1nvolv1ng
private groups and individuals in a campaign toj_ influence American and
_ Euro public opinion ' Intermediate Nuclear Force {INF) deg;;.oyment

in Eurepe.

% -

In tﬁe Spring“ of 1983, the network began to turn its attentlon'

toward beeflng up the Pdmmstratu.on s capacrty to promote American

support for: the Democrat.xc resistance in Nlcaragua and the fledgl.mg-

- T
.

k]
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dempcra[cy in -El Salvador. Thl.S effort resulted in- ‘the creation of the"' .

Office of Pule.c DJ.plomacy for Latln Amerrca and - the Carlbbean in the_

a

Department of State (S/LPD) ’ headed by Otto Relch _
On May 25, 1983, Secretary of State George P. Shultz, man effore .
to head off the creation of S/LPD, wroi:e a memorandu:ﬁ to the Pr%sident

asklng for the establlshment of ‘"s:l.mple and stralghtforward managemehe )
N .
procedures." The memorandtnn tq the PreSJ.dent followed a dlscussn_on

f

between the Presmdent and Shultz ear;ller in Eblg day.

In, the memo Shultz said: o ..o - Co,

r

. @ . . s
". . . Therefore, what we discussed was sthat you will lodk to

me to carry out your policies. »If those palicies change,” you will.

. - k]
tell me. If I am mot carrying them out effectively, you will hold

e

me accountable. = But we" w:Lll 'set up a siructure sq that I can be “

a3 w ~

your sole delegate with regard to carrylng out your pOllCléS.

. . . What this means is that there w1ll kpe an Assistant

-II
Secretary acce@table to you {(and you and I. have agreed on Tony
Motley) whé will report to me and through me to you. We will use

-Dick Stone as our negoriator, who, in conjﬁnction qwitha'l‘onty, will
also report solely to,me and, through me. to you. Similarly, there
will Be an inter-agency committee, but it will be a tool of
management and not a .decision-making body I shall resolve aoy
issges and report to you. " . ' ’.
The President re‘sponded with a memorandum, which stated in part:
'V'Success in Central Americe will require the gooperetive effort
of several Depattments and agenéies. No single égency'oan do it

alone por should it. Still, it'is sensiblé to look to you, as I do, -

as the lead Cabinet officer, charged with moving aggressively to

i -
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'and commg to me for dec:131ons. I belleve in, Cabmet goverrment.

- It works when# the Cablnet offlcers work together. I look to you and

.Blll Clark tg assure that happens . : .

Attached to the memo was a char‘t placmg .the NSC between the

r

Secretary of State and the Presmdent for the management of Central R

Y

Amerlcan strategy. Shultz: had not cnly lost the battle to prevent the -
. '.establlshment of the office, he also accepted -the NSC—sponsored‘_
. ca?gldate o run the offlce, and accepted t;xe fact. thét Relch woulﬂ,“i

teport dlrectly to the NSC and not d’y:ough the Assmtafxt Secretary of

~

State for InternAmerman.Affalrs. P
Almost simultaneousiy with the creation of 'S/LPD,-} Walter Raymond,

Jr.  was named to a new position ‘as SpeCJ.al ASSJ.stant to the Pre51dent

#

and Director of International Communications at the NSC. E‘rcm that time
forward, S/LPD reported 'to Raymond and his working group on. Central
Ameficéfh Public Diplamacy -at the NSC. The group was compo'sed'c‘)f' :

representatives of USIA, the CIA and 'DODs as well as various NSC |

staffers, including Oliver Northj. At least for several menths af’lﬁ"er ifxe
assumed this position, Raymond aélso worked on }intelliger}ce matters at
the NSC, i_nclﬁdihg drafting a Presidential E‘ii,nding for Covert Action in
Nicaragua in mld—September. " . X ) "

Reich relled ‘heavily on Raymond to secure personneL transfers from
other govel_'nment w{ac_:;encu.es to beef up the limited resources made

available to S/LPD bg the Department of State. Tile NSC alse intervened

on behalf of S/LPD wfm top management officials in the State Department

to expand Reich's resources within the Department. Personnel made

-

available to the new office included intelligence specialistd from the.

. develop the oth.ons in coordlnatlon w1th Cap, Blll Casey and others .




-

U.S. Air "Forc'e and~t_h'e'U.s. my On ‘cne occasion, five intelligénce'

experts from the Army s 4th Psyc‘nologlcal Operation$ Group at Fortr
A

f

Bragg, North Carolma, were ass:.gned to work-with Relch s fast-growmg '

5
!

operation, L \ ooy
. * " Y f! - : )
White House documents also mdleate . that CIA D:Lreetor Casey ad more
B

than ‘a passmg 1nterest in the Cenl;ral Amerlcan publlc dlplanacy

campalgn. _ In an Augue'tf‘ 1983 Memorandum entltled "Pr;}.vate Sector

7

) Support for. Central Ame:'lcan Program " Ramingl told Clark. ' . T \\

B group of pﬁbllc relatlons spec,tallsts met mth Blll Casey a

’ ¢

- few days ago.

Greener, the pub ic affairs head at Phlllp Morra.s, and tyo or three'

oqhers. They - [!stated’ wha'l‘: needed to be- done, to, generate a
nationviiée camp ign. Sever/al elements 'wereﬁ ide{inigtifled. The first,
e J}fund-ralsmg effort under the direction of someone like Walter
’-'Wriston. Secondly, an effective communications system inside the
Go%ernment. The overall purpose woild be to sell a 'new product! —-
Central Amem.ca — by generating interest aeross-the—spectrmn."
Injan Angﬁst 29, 1983 memorandum from Raymond to Poindexter, Casey's
continuing interes't' in the effort to influence pu?l'ic oplnion was shown

by the following reference: #

"Bill Casey called on August 26 and.would like to follow-up on

his idea to have a meeting with five or six key public relations .

specialists: This is referred to in my earlier memorandum. I put

him off until after Labor Day. . .-

e

.M. . . When I philosophized a bit with Bill Casey (in an effort
to get him ocut of the loop), he was’negative about turming the .ball

over to State, but very positive about somebne like Gil Robinson

- -

\

4

/
aith also met thern The group included Bill -
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working on the ofoblem'from within State.” - S

Casey was 'obviously'concerﬁed that the eetablistnnent of S/LPD in the
\ I . .

btate -Department mlght put it beyond NSC control Casey's involvement

in. the publlc dlplomacy effort apparently contlnued throughout the )

per.l.od under 1'1vest_1gatlon by the Commiftees.

\/n March 20, 1985, Ollver North sent a memrandmn to Natlonal

Ll

. ‘Security Adv:.sor quert Mc\l{‘arlane on. the .subject, "Tlmmg am( the

\

Nlcaraguan Re51stance Vote.“ Attached to the memo was a chronologlcal

event checli.st which outlined \efforts Yaimed at securJ.ng CongreSSLOnal

AT -+

approval for renewed support g—o the Nicaraguan ReSJ.stance Forces."

Responsibility for the various &fforts was tasked to a  number of

individuals in the NSC and Departnt of :State as well as private

supporters including former Congréssman Dan Kuykendall and State

\3\‘(‘-
Department contract? consultant Frank ez. In the spver memo see!u.ng a
U
dec151on from Don. Regan that would trigger some of theervate group
. - : N
efforts, North wrote: @ \ n N

s;"

N
"You shou\ld also bé aware ‘that .Director Casey ha§, c:emt a
personal note to Don Regan on the timing matter. We are atlt enpt;ng

to obtain a copy for your use. " ,

~

As late as’ August of 1986, \Wal“- Raymond prepared a memorandum for

i’olrﬁexter/s/ 31gnature to Bill Cesejrr on the subject' of céntral American
) \

. Public i}plaﬁacy: 'I‘he memo reported on'a new structure in the State
R

J

¥

/e

\-

Depar,tment whlch moved LPD from the Secretary s Office to the Bureau of“

|
IPfer—AmerJ.can Affalrs. In the} cover memo to Poindexter, Raymond

-

. . L
indicated his de51re to have Peter Dailey, who had been U. 5. Ambassador
to .Ixreland and had managed the ] public dlplomac:y initiative on INF

deployment in Europe “work clo%ely w1th Bob Kagan, the Interagency

,/ . h ,
: ;
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: Central Amerlcan PLQlJ.C Dlplcmacy cooz:dmator, arid to help cogrdlnate te

prJ.vate sectar aétlv.ttles such as fundlng that currently cannot be d@ne
a8
by eltheg CIA ¢r State.!"

N * ~

- * One August: 22, ~1986 Casey responded to the Pomdexter mErno
mdlcatmg that he (Casey) had Just-“ . ﬂ

oo brought Pete Daxley on board as Counselor to the.” - L_'

= :Dir'ecton- of Central Intelligence. BAs a CIA emploYee, naturally, '

Pete lS subject to the lEegal prohlbltlons ol us relatlng, to

actw:.tles J.ntendlng o mfluence U.S. public bpinion or policy. '

. Any adw.sory role thayt he plays an the publlc diplamacy front must, )

of oourse, be in accordance w1th these legal restrictions. ’
¢ Y <

© "Similarly, now that Pete has jéined us, he obw.ously can have no ' -

“role in any prlvate fé"‘—ralsmg effort on behalf of, the '\Ilcaraguan | 5,

~ + -
. . a N

Re51stance. - ~
N : C,
Curiously, the letter to Poindexter was- apparently not gent to

Po:.ndexter but to ‘Walt Raymond because, on August 29 1986, Raymond

forwarded the letter to Poindexter w1.th a cover meino which. said:

, s . *‘\

"Bill Cae-ey has sent a brlef note o you th.ch ‘puts some

around the activities Peter Dailey can undertake. ’ Peter Has

to me,j and I do not belleve that tms will tause him any
diff _cultles,fm helpmg us °along the hnes\of our prevmus exchanges \
vig the PRO?‘S system. "™ ' | \

August 26 1986 Raymond, sent a PROF - not‘ze‘ to Poindexter an the /

sub_‘) ct of "Cqén‘tral América Public Dlplomdcy. " Th{a PROF“note sald, in )
"As a f 1low—up, Peter Dailey invited me to bre‘é\k;?ést I thought /
>

~ the memo was excellent but he did not feel that zi.t totally. filled A
1 : i . . ﬁi / 1 -

¢ e

P




—/- ’ is part of our strategy, 1nj' g.udlng, \such -thmgs as: the qeed to

i's%ing:"ms'the j.rmneé,ia-c':y of thex' .
; s

. spectwe. He: belJ.eves that we

the bill. .What,
problem from: the.
. are operating i ¢} a &iauvean rrow wzndow in th.ch to. turn '

.around American perceptlonS{'\re Contr

i~

s — and partlcularly NJ.c -z or

we will be chewed wp by Cor}g‘ress. discussed’ the obv:.ous, w’nlch )

' .

P . - "
Uy Ty

}:on;.rince people of - the,kéy % rtancd of Cbntrag' to our nat-i.orial ,

i Security; the need to-glue white“ham our team, etc. The themes

l

are those we have pressed althougk%‘ he Belleves we could change the
\‘a
dialogue away from Contras to demdg:ats' enphasme the ' need for a

free and open vote, ete, *° Nothlné really new .here, The key
.dlﬁferenc:e is that he thinks we éhould run it rore llke a.
polltical/president_tal campalgn. We neéd to strengthen our abJ.lJ.ty

L F ' to reach out. Names like Rolllns, Noﬁz ger and co. were thrown
-around as the kmds of res?urces e needszito tap.: 0 .
.\'\ -.; "Later, in talking to pllle and Bob f:gen, we fa.ussed on what
'is missmg and that is a we\i]—funded P mdépehdent outside group —
remember the Committee for thL Preseﬁ)t Dangj;_r%‘si — that could moblllze
people. Peter suggested lQ or 12 “yer! ri\l:u:‘&nunent blpartlsan
_Amerlcans. Added to this would need to be a‘}éey actJ.cn officer and
a 501.-c~3 tax—exempt st:cuci.ure. It ;s totally understandmg that

such e structure is, needed and also totally understandlng\ why, for

5
L}

dlscr‘éet political redsons, it was mot mcluded m the e o Bill
Caseyi,\ I told be\te he was right but we need 'a norse ¥ and moneyl "
. As la{te‘\' as November 10 1986, Raymoncil sent anather PROF note’ to )
Poindexter dn the subject of "Cent Am Privdte Sector Inltlatlve," ‘which

stated: . \



“ Tamat . . ,

3 "There have been several meetmgs follow:l.ng 1:p on the effort ta

I

ga ma'ﬂor, blpartlsan group formed t:o help promobe arr

. ec‘:tr.lcatJ.onall * program in® the U.5., WhJ.Ch - would help proude

4

'understandlng (and' support) "~ for . our Centam pollcy, partlcularly
¥ i N e 5 r . . *r . ‘\
- _Vls-a—VJ.S Nlcaragua. S X e
wo st _ :
AT "Although Pete. lalley, Eilll Casey and Clif W‘nJ.te have all been
1_ ‘ ' : "J.nvolveq in generala discussion. of what neéds to be done, we are

gomg to have to be sure. that Pete and Blll are not mvo},ved

is detting very nervous ‘on this 1tem. Hence, Cllf is now takmg the

L v
i

six man (roughly) EXCOM, a staff dlrector and a large bipartisan

adva.sqry council. Current names tbemg tossed, around for the

-8

" Pete :

" lead. The current focus is to get, a blparusan co-chalrmanshlp, a

Pete (and ‘Ollie)’ fayor going with Gavim.,

Clif is also talking to
. . F
. several Kkey democratic activist types for their recammendations.

Jim Woolsey's name has come up in -that context. Clif has the list
of several effective operators wfo have just finished the fall
c,anlpaign_ (plus" hsbme soon~to-be ex-staffers en the Hilg.), who might. be
L é' good ;E}{I)IR o
E

;Dave Miller has also been helpful, partlcularly in

- terms of getting the 50l-c-3 status and access to fresh faces m the'

political congultant field. Clif has (or will) be seeking names

» from Mitch Danie€ls too.

"rhe problem with all of this is that to.make it work it reaiiy

has to be one step removed from our office and, as a resuit, we have
gt

. to rely on others to get -the job done. Will keep you posted."

From.early 1983 until November of 1986, the NSC staff, with<the
backing of Bill Casey and suppprt from National Security Advisdrs Bill

Y

A

co~chair include Jac,k Gavin, Bill Rogers,—iDean Rusl; and Mark White. -

-
4

A

. -‘\
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Clark, Bud .McFarW.ane alnd’ Jo'hn Eoihde:'ncter‘, and with continuing help from
Oliver E;Ioﬂ:h, created an 'inter-govermt‘lentq:al structure the purposes and
acti\?ij:iés of whic;'h were masked from -Congx;,esis ané public view. ‘Thle NSC
and S/LPD, ogerating' under’ the cover of the State Department, hired
outsiag ‘consultants and gave encburagement, support and direction to

groups -bf privatdé citizens outside the goverrment.  These groups raised

- money for Cantra weapons, lobbied the Congress, ran sophisticated media

campaigns in targeted Congressional districts, and worked with S/LPD to -

»

jnfluence American public opinion through manipulation of the American

press. - In the lattex, half of 1946, Raymond was attémptipg to 'set up a
. . _ 2a

i

private group with more prestige and greater clout than the Rich

-Miller/Spite Channe]j. network that had been quickly assembled and

ufilized to work on the 1986 Contra aid vote in the Corgress. -

5

While donations from other countries and profits from _thé Iran arms

sales provided most of the money for lethal assistance to the Contras

"

-after the Boland amendment, a network of private foundations and

organiéations, i_r}cluding those associated with Carl R. ';Spitz" ‘Channell
and Richard R. Miller, also "played an essential role., Chanhell's
priﬂcipal organization, the tax—exempt National Endowment for the
Preservation of Liber%y (NEPL) , used Whitea House briefings and private

meei:ings with the President to raise more than $10,000,000 frém private

contributors, almost all for the Contra cause. Over half of this total

came from two elderly w';dows — Barbara Newington and Ellen Garwood —

‘'who made the bulk of their contrioutions after receiving private and

‘emotional presentations by Oliver North on the Contras' cause and

militéry'needs. One dozen contributors accounted for ninety percent of

-

NEPL's funds in 1985 and 1986.

. ow N ot . -




