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Pan Am Makes the Going Great 

.4 1.FRl:D It'. McCOY & ANGUS McDONALD 

The great Boeing 707/321C cargo j e t 
rolled off the runway toward the unload
ing ramp of Travis Air Force BaF2 . Turn
ed and stopped by the white-overalled 
technician waving a long, orange-coned 
flashlight, its doors rolled open to 
reveal the lightweight load it had 
brought on its return from the dis tant 
battl efield: one hundred and sixty-
eight plastic-wrapped, aluminum- boxed 
bundles, the bodies o f American soldiers 
killed in Vietnam. Another Pan American 
World Airways all-cargo charter was ready 
for unloading. 

This jet is only one of nineteen Pan 
Am Jet Clippers which fly full time from 
the American mainland to Vietnam and re
turn. America's largest international 
airline i s the only American carrier with 
scheduled service to Vietnam, and its 
President, Najeeb Halaby, est i mates that 
a total of some 60 pieces of Pan Am's 
equi pment f l y in and out of t h e war zone 
regularly. 

I n 1968 Pan Am was paid $99.8 million 
for its charters to Vietnam: a sum large 
enough to account for 12% of Pan Am's 
total revenues, enable its Pacific oper
ations t o generate 50% of Pan Am's total 
profit, and make it the leading air 
transporter of men and material to 
Vietnam. 

The public is only vaguely aware of 
the important role of t he civilian air
lines in prolonging American involvement 
in Vietnam. Pan American has pioneered 
procedures which enable a military field 
commander to receive a h igh priority 
item from the States only 72 hours after 
requesting it; the Mil i tary Ai r Trans
port Service (MATS) and the civilian 
airl i nes cooperate closely to l i nk the 

battlefield with the supply line . On a 
psychological level, the f l exibility 
and comf ort of civilian jet tra nspor
tation enables the military to break 
down G.I . resis tance to combat servic e. 
John Barthol omew , passenger officer at 
Travis AFB, noted t hat during the 
Korean Wa r troops sent out on sh ips ha d 
8 days during which t o question their 
motives and build up anxiety. "This 
way they are i n Vietnam within 16 to 22 
hours, befo r e they even have a chance 
to think a bout i t . Besides, it' s a lot 
more comfortabl e t o fly. It' s a great 
way to go ! " 

Homeward-bound soldiers recei ve a 
letter from Gen . Creighton W. Abrams 
reminding t hem of the pleasant mt -nents 
they have spent in "one of 10 exciting 
fun capitals of Asia and the Pacific" on 
the Pan Am-initiated Rest and Recreation 
(R & R) program. R & R i s designed to 
improve moral e by giving G.I. 's a break 
in the middle of t heir combat tour. 

Why has Pan Am taken the t r oubl e to 
pioneer the i ntegration of civilian and 
military air transport and to develop 
the Rest a nd Recr eation program? Why 
does Pa n Am cons i stently styl e its el f 
"The Department of Defense's major c i vil 
commercia l airl i nes partner"? The answer 
to t hes e questions lies i n t he na ture 
of the various interests which have al l 
ied themsleves with Pan Am throughout 
its 42-year history, and the relation
ships that these groups and Pan Am hav e 
fost ered wi th the U.S. government. 

Pan Am was f ounded in the 1920 's by 
a coalition of wealthy young Yale grad
ua tes enraptured with the .glamour of 
fl ying, American investor s i nterested in 
Lat i n America, and major aircraft manu-



facturers. In this period Pan Am used 
its mail contracts with the Post Office 
Department to destroy potential compet
itors and its relationship with the 
State Department to win air rights in 
Latin America and Asia. This coalition 
remained intact until the end of Worrd 
War II, when domestic competitors began 
applying political pressure to break up 
Pan Am's monopoly in international air 
travel. Pan Am countered by allying 
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with cc::s c.r ·.· :c1.tive Congressmen who felt 
that a single carrier was the best means 
to a strong competitive position in 
international civil aviation. To streng
then itself against foreign competition, 
Pan Am joined with the aeronautics 
manufacturers and the conservatives to 
urge an aggressive stance in post-war 
diplomacy and commercial competition. 

When Pan Am's efforts to restrain 
domestic competitors met narrow defeat, 
and its p~sition as the aggressive arbi
ter of American international aviation 
policy was eroded by its new civilian 
competitors and an expanding Air Force, 
Pan Am's alliances and politics took on 
a more limited, covert nature. In the 
1950's Pan Am eliminated most of its 
ties with aeronautics manufacturers, 
retaining only those with Boeing. Its 
financial allies were narrowed to a few 
major banks, and it restrained its gov
ernment influence to building close ties 
wit~ the Air Force and the Pentagon. 
These ties led ultimately to Pan Am's 
reliance on military contracts and a 
major role in the Vietnam War. 

The Early Years 

The key figure in the formation and 
development of Pan American World Air
ways is Juan Terry Trippe, the son of a 
New York stockbroker. Experience in the 
World War I Navy Flying Corps and later 
in the Yale Flying Club gave him a 
taste for the excitement of flying that 
made his initial encounter with Wall 
Street seem dull. After a year of stocks 
and bonds, Juan quit the brokerage 
business to begin a series of unsuccess
ful airlines ventures with Cornelius 

Vanderbilt Whitney (Yale '22). Despite 
successive financial failures, these 
experiments led them to realize the po t en
tial of the multi-engine, long-distanc e 
aircraft for trans-oceanic travel and 
to envision a New York-Florida route 
ultimately linking with a trans-Caribbean 
and Latin American network. 

In 1927 Trippe and Whitney began t o 
realize their vision. Scurrying around 
the New York financial district, they 
forged an alliance with financie r s such 
as W. Averell Harriman, John Hay Whitney, 
William S. Ro ckefeller, William Vander
bilt, and Rober t Lehman (of Lehman Bros. 
Investment Bankers and the United Fruit 
Co.), who wanted communications f or 
their growing interests in Latin America, 
and with aircraft manufactur ers such as 
Sherman A. Fairchild and C.M. Keyes 
(of Curtis Aircraft) who needed an outlet 
of growth for their infant industry. 
Trippe's idea was that Pan Am would be 
the community instrument to unite all 
American aviation interests for inter
national expansion, eliminating divisive 
competition, much as J.P. Morgan had 
consolidated the railways and ste el 
companies several decades bef ore. 

William A. Boeing (President and 
founder of Boeing Aircraft), who joined 
the club in 1929 and was later a Director , 
stated Pan Am's purpose quite clearl y 
before Senator Hugo Black's subcommi tt ee 
in 1934: 

It was a period when foreign com
panies were operatin~ in South 
America under concessions and if Pa n 
American did not go in ther e and 
have whole-hearted support of the 
whole group, it was felt that the 
foreign companies would get the 
better of us there. 

After Trippe consolidated most of New 
York's potential airline capital behind 
his company and convinced the Cuban dict
ator Machado to give him exclusive landing 
rights in Cuba, Pan Am's rise was meteoric . 
In 1928 Trippe "made a personal alliance 
with the House of Morgan, taking the 



daughter of a partner, the late Edward 
R. Stettinius, as his bride" (Fortune, -
April, 1931), simultaneously gaining an 
entree into the State Department 
through his brother-in-law, fdward R. 
Stettinius Jr. Of equal significance, 
Trippe managed to convin~e Postmaster 
General Walter Folger Brown (under Hoo
ver, 1928-32) that Pan Arn should be 
"America's chosen instrument" in inter
national air travel. Pan Am's rivals 
were foreign carriers, not other 
American corporations. 

In a day when commercial passengers 
and freight were incapable of generating 
anything but spectacular losses for the 
airlines, possession of the airmail con
tract and its subsidy was the sine qua 
non of commercial aviation. Despite 
Congressional instruction to stimulate 
competition, the Postmaster General had 
such enormous discretion in his awards 
that Hoover's Postmaster Brown was known 
as "Tsar of the Airways." He was an 
invaluable ally to a man with plans on 
the scale of Trippe's. When Pan Arn 
moved into the Caribbean in 1928 and 
onto the east coast of South America 
in 1930, Brown withheld the mail con
tract from Pan Am's competitors and 
forced them to sell out to Pan Arn at a 
fraction of their original ·in vestment. 

Wi1ile the Post Office Department was 
instrumental in quashing Pan Am's Ameri
can competition and giving it subsidies 
4 and 5 times as high as those for other 
domestic carriers, the State Department 
was very helpful in frustrating the 
resistance of foreign governments, 
especially in Peru and Colombia. 

In 1928 a French company was negotia
ting with the Peruvian government for 
the right to establish an airline in 
competition with the hitherto unchallen
ged economic might of the W.R. Grace 
Shipping Company and its related firms. 
The State Department advised Pan Arn to 
move quickly, and Pan Am's hastily dis
patched representative soon convinced 
the Peruvian government that Pan Arn 
could compete more effectively with 
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Grace than any other line. The Peruvian 
government was using the old Chinese 
strategy of playing the imperialists off 
against each other. However, as the 
strugble began to take shape, W.R. Grace 
and Juan Trippe realized that it would 
be foolish to engage in wasteful compe ti
tion, since there was no essential con
flict in their shipping and airline 
enterprises. In February, 1929, each 
company put up $500,000 for a 50% owner
ship in Pan American-Grace Airways 
(later Panagra). 

The Colombians still resented the 
American seizure of the Panamanian 
isthmus under Teddy Roosevelt and wanted 
to foster a Colombian-owned international 
airline. Effectively combining threats 
and bribes, Pan Arn bought the Colombian 
company and presented its government 
with a Colombian-American bilateral air 
pact which had been hastily written one 
afternoon by Juan Trippe and a helpful 
State Department official. Soon Bogota 
was just another stop in Fan Am's 
growing system. 

In three years Pan Arn built a vast 
network of airlines encompassing all of 
Latin America, purchased vast amounts 
of expensive equipment, and won a monopoly 
over American international aviation. 
It also began to make money. By 1932 
Pan Arn was in the black by $700,000, and 
in 1934, when the depression had most 
domestic airlines on the verge of bank
ruptcy, Pan Arn made a $1.l million profit. 
Its Latin American operations were 
returning an enormous 31% profit on its 
investment and supplying the wherewithal 
for Pan Am's push into the Atlantic 
and Pacific. 

Unfortunately for Pan Am, such spec
tacular success did not long go unnoticed. 
Pan Am's liberties with government funds, 
such as air mailing bricks around the 
Caribbean, were brought to public atten
tion when Trippe's Republican friends 
were replaced by the Democratic New 
Dealers. Disturbed by reports of Pan 
Am's excesses, Senator Hugo Black opened 
Congressional hearings on all airmail 



contracts, and Postmaster General James 
Farley was preparing to demolish Pan Am 
when the Roosevelt administration 
changed its mind. 

Strong American financial control and 
frequent military intervention had built 
up tremendous hostility toward the U.S. 
in Latin America. To resolve this prob
lem, Roosevelt replaced direct political 
control with the indirect economic mani
pulation of the "Good Neighbor Policy" 
which has marked U.S.-Latin American 
policies ever since. Indirect controls 
necessitated a much more sophisticated 
and dexterous manipulation, possible 
only through an efficient communicat
ions network. As Fortune put it (April, 
1936): 
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If you want to sell shoes in Equa
dor or Brazil or Uruguay, Pan Ameri
can will collect data for you on 
prices, competitors, politics, 
.and shoe consumption, will offer 
suggestions as to the best way 
to exploit the market, and hold 
your hand when you get into 
trouble. 
The Imperialist attitude, the 
world view of things, is no arti
ficial creation on the part ot 
Pan American's management. It 
rises realistically enough from 
the fact that Pan Am's business 
is entirely foreign •.• 
This is what gave Mr. Farley pause, 
this is what stopped Senators 
Black and McKellar from hauling 
Pan American onto the carpet for 
an investigation of its contracts 
... The U.S. simply could not 
afford to attack an organization 
which had come to represent the 
North American continent, which in 
a great measure created new inter
American relationships, and whose 
prestige was inextricably--some
times intangibly--bound up with 
U.S. trade. 

When the investigations were over, 
every American airline lost its airmail 

contracts and had to be reorganized-
except Pan Am, which quietly accepted a 
10% reduction of its rates. 

Having established a monopoly over 
American aviation in Latin America, Pan 
Am turned to China and the Pacific. In 
1933 Pan Am purchased 45% of China Nat
ional Airways Corporation from Curtis 
Wright Aircraft Corp. and became resp
onsible for the management and growth 
of the major airline for Chiang Kai
shek's Nationalist government. Pan Am 
greatly improved CNAC's abysmal service 
and by 1938 had firmly secured the 
Chinese market for American aeronautics 
manufacturers. 

Pan Am then began construction on its 
trans-Pacific route to integrate its 
Chinese network into its growing inter
national system. Since 1932, Pan Am had 
been conducting route surveys with the 
assistance of the U.S. navy, discovering 
the existence of two islands the United 
States was not even sure it owned: 
Midway and Wake. Pan Am was given land
ing rights in Hawaii, the Philippines, 
and Guam, but when the British BOAC 
(then Imperial Airways) applied for 
landing rights, our future allies were 
denied them for "reasons of military 
security." 

Indeed, the U.S. Navy was helping 
Pan Am for just this reason. In the 
Five Power Washington Treaty of 1922, 
the United States and Great Britain 
traded their promise to cease building 
new fortifications in the Western Pacific 
for a Japanese agreement to limit its 
construction of battleships. It would 
have been a violation of the treaty for 
the U.S. Navy to construct airfields on 
these islands, but Pan Am was not so 
restricted. 

On November 22, 1935, the first 
transpacific flight took off from San 
Francisco Bay, bringing China and the 
Philippines within a few days of the 
U.S. and marking the last major achieve
ment in Pan-Am's pre-war expansion. 



The War and the Post-War World 

Wo rld War II shattered the former 
limits on American aviation. National 
and colonial boundaries closed to Pan 
Arn before the war were erased in its 
aftermath. Pan Arn built 53 air bases in 
Latin America and around the world. It 
expanded the number of people on its 
payroll from 4400 to more than 80,000. 
In 1943 alone it earned $126 million for 
its war services, doing more than 50% 
of all military transport flying. 

But its very success--and the huge 
development of airpower during the war-
threatened Pan Am's position. While 
before the war only a handful of air
craft had flown both ways across the 
Atlantic, during the war more than 
1.5 million men flew from America to 
Lo ndon. European governments saw the 
potential of airpower for domination 
and control in the post-war world, and 
would no longer be ineffective compet
itors with Pan Arn. American domestic 
airlines were gaining international 
experience for the first time, and would 
demand a share of international air 
travel's post- war growth and profit. 
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To counter both these challenges to its 
position as the world's largest inter
national airline, Pan Arn allied itself 
with isolationist-turned-expansionist 
Congressmen to urge a single American 
international airline, and with the 
rapidly expanding aircraft industry to 
urge a militant conquest of international 
civil aviation. 

Juan Trippe proposed to make Pan Am 
the core of a "national flag airline" 
which would take aggressively to the 
airways, dominating them with technical 
achievement and capital investment. 
Among his spokesmen in government were 
Rep. Clare Boo th Luce (R. , Conn . ) and 
Sen. Patrick McCarran (D., Nev.), author 
of the 1938 Civil Aeronautics Act and 
later close ally of Sen. Joseph McCarthy. 

The spectacular war time growth of 
the aircraft industry from less than 1% 
of the Gross National Income in 1939 to 

10% in 1945 presented a major peacetime 
conversion problem for the industry and 
the national economy . America's cont
inental boundaries could no longer absorb 
this enormous production, and t he indus 
try's acknowledged organ, American Avia 
tion, announced its enthusiastic support 
of Pan Am's international program (March 1, 
1943): 

The United States should become 
imperialist in the Pacific--openly 
and aggressively. Not only should 
we take over every Japanese manda
ted island, but we should assume 
complete control over every other 
island now nominally 'owned' by 
another nation as far south as New 
Zealand and the East Indies. There 
should be no exceptions, for he who 
insists on compromise in the Pacific 
,has no understanding of airpower or 
the ramifications of world air com
merce .. . 
There is nothing basicall y wrong 
with a benevolent imperialism such 
as the United States could provid e . 
There is nothing basically wrong 
with an imperialism that raises 
standards of living, creates new 
opportunities, and brings a bet ter 
way of life to more and more people . 
If we think enough of our way of 
living to fi ght for it and wreck our 
economy in helping others fight for 
it, why should we apologize and shy 
away from extending that way of life 
to other and larger ar eas? 

In 1943 these ideas trook concrete form 
when McCarran and other Senators of like 
persuasion--Bilbo, McClellan, Pepper, and 
Brewster--introduced the so-called "All 
American Flag Line Bill," proposing to 
make Pan Am the single instrument of Amer
ican post-war international aviation . 
Although the bill was eventually tabled , 
the British were badly frightened. Earl y 
in the war, Roosevelt and Churchill had 
agreed that Britain would concentrate 
on the production of smaller fighter air
craft, and America on bombers and trans 
ports. The ready convertability of 
these large American planes into instru-
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ments of civil air power so concerned 
t he British that in 1943 they began 
dec reasing the ir r a t e of fighter product
ion to star t t ooling up for transport 
aircraft. 

By early November, 1944, the problem 
had become so divisive that it was 
necessary to hold an international avia
tion conference of 50 non-Axis nations 
in Chicago to wrangle over post-war air 
ri gh t s . The major obstacle to agreement 
wa s the nascent BOAC-Pan Am rivalry and 
a general fear that Pan Am would flood 
the airways and destroy all foreign 
competition. Heading the American dele
gation was Anglophile Adolph Berle, 
Undersecretary of State. For months Pan 
Am opposed his attempts to pacify the 
British or compromise, but fate finally 
intervened: in the middle of the confer
ence, Secretary of State Cordell Hull 
became ill, and upon his retirement was 
replaced by Juan Trippe's brother-in
law, Edward Stettinius Jr. Stettinius 
immediately fired Berle as Undersecre
tary, destroying Berle's prestige and 
guaranteeing the failure of the con
ference. 

The one result of Chicago was the 
creation of the International Air Trans
port Association, whose bylaws provided 
that all international air pacts had 
to be unanimously agreed upon by all 
participants. In October, 1945, Pan Am 
tried to sabotage even that by announ
cing a drastic cut in fares, from $572, 
New York-London, to $275. Pan Am could 
not fly at those rates for long, but 
no foreign or domestic competitor could 
fly at all. In 1957 Rep. Cellar's anti
trust subcommittee heard testimony that 
Pan Am had used every means to deny 
Braniff landing facilities in Latin 
America. On several occasions in the 
late 40's and early SO's Pan Am blacked 
out entire airports--including terminal 
lights--when competitors' aircraft appr
oached for emergency landings. 
International harmony had been so badly 
damaged by 1946 that a second conference 
was called in Bermuda . This time Pan 
Am was defeated by the united force of 

the other 17 American lines and all 
major foreign carriers who combined to 
create a series of fairl y strong inter
national air agreements. 

Similarly, during the Civil Aeronau 
tics Board (CAB) international r oute 
hearings of 1946-47, the united lobbying 
efforts of the same 17 domestic airlines 
were required to overcome Pan Am's 
resistance, and Pan Am's monopoly on 
American international air travel was 
finally broken. Trans World Airlines 
and American Overseas Airlines (later 
absorbed by Pan Am) got European routes, 
Braniff was given a competing route in 
Latin America, and Northwest Orient 
Airlines got a valuable route to Japan 
via Alaska. Pan Am's dominant position 
was gradually being eroded as her Amer
ican and European competitors grew in 
strength. 

The Pacific and Vietnam 

With Pan Am's Atlantic operations 
quickl y declining in importance and pro
fit, and growth in Latin America stag
nating, Pan Am found that its last major 
area of untapped potential was the Pacific. 
During the Korean War, the promise of 
the Pacifi c was clearly revealed, and 
Pan Am began to plan for long-range jet 
aircraft, which were most profitable over 
the long Pacific distances. 

Pan Am's changing regional focus re 
quired a different political strategy . 
In pre-war Latin America, U. S. foreign 
relations were the responsibility of 
the State Department, and aggressive 
American corporations with the right 
connections were given strong diplomatic 
support. But the post-war Pacific was 
the property of the organization which 
had captured it, the American Armed 
Forces. Since America's diplomatic prior
ities in the region were strategic and 
the bulk of potential air transport was 
related to military operations, Pan Am 
would have to integrate itself with the 
military to reap the benefits of Pacific 
air travel. 



During the Korean War, Pan Arn carried 
114,000 mili tary personnel and 31 million 
pounds of cargo and mail between the West 
Coast and Japan. But the end of the 
Korean War brought problems, fo r traffic 
which had been expanding at the rate of 
about 16.6% per annum during 1950-53 
slowed to half that, and planes flew with 
fewer paying passengers. Capacity had 
outrun demand for services, and Pan Am 
for the first time turned to the mili
tary for help in tiding it over the 
crisis. According to Frederick C. 
Thayer's Air Transport Policy and 
National Security (1965), Pan Arn pushed 
hard against allowing the Air Force's 
Mil·itary Air Transport Service (MATS, 
later MAC) to carry non-strategic, 
routine passengers and cargo, attacking 
the MATS competition as "government 
socialism." At first when Pan Arn asked 
for the right to carry enough cargo to 
fill its half-empty jets, the Air Force 
refused, stating that the civil carr
iers would have to become more fully 
integrated with MATS before it could 
weaken its own airlift capacity. Later 
the Air Force softened its position, 
and by 1958 Pan Am was doing an irreg
ular business with military dependents. 
Pan Am made a few gestures about 
strengthening its commitment to the 
Air Force's Civil Reserve Air Fleet 
(CRAF), but soon the passenger market 
revived and these proposals lapsed. 

Pan Am began to add other military 
strings to its corporate bow. Since 
1953 Pan American World Airways' Aero
Space Division has been the prime con
tractor for the guided missile range 
at Patrick Air Force Base in Florida 
(now Cape Kennedy), where it manages all 
base maintenance and personnel facil
ities and the Atlantic Missile Testing 
Range. Soon after the contract was 
negotiated with the government, Pan Am 
hired Asst. Secretary of Defense Roger 
Lewis, who had participated in the 
contract negotiations and authorization, 
as a member of the board and Executive 
Vice President for Administration. 

Missiles and military charters were 
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not Pan Am's only labors for t he mili
tary. Some 600 of it s emp l oyees have been 
engaged in systems work for the Atomic 
Energy Commission's Project Rover at 
Jackass Flats, Nevada. Others worked a t 
Fort MacGregor, Texas, on teleme try and 
radar communications for anti-aircraft 
drones. Ano ther 256 employees worked at 
the Upper Atmosphere Experiment site at 
Fort Churchill, Canada , and an undeter
mined number were employed at the obscure 
"electronic weapons testing station" at 
Fort Huachuca, Arizona. According to an 
unnamed army officer quoted in the Wall 
Street Journal (March 18, 1960), "Here 
technicians and soldiers will be testing 
the nuclear age communications-electronics 
systems for the silent war --the war of 
radio, of infra-red t o see targets in 
the dark, of automation and machines t o 
gather combat intelligence." 

While military contracts were able 
to satisfy Pan Am in the early 50's, by 
1957 Pan Am's directors had committed the 
company to a vas t outlay of capital for 
the purchase of a fleet of Boeing 707 
jets large enough to replace all of its 
piston planes on major routes and to 
expand its passenger capacity far beyond 
the proj ected growth of international 
civil air travel. This brought about a 
crisis, for with an oversized fleet new 
jets would be flying at a fraction of 
their capaci ty, and the company would 
be in danger of collapse by the early 
1960's. Why didn't Pan Arn introduce the 
jets gradually and get full return on 
its investment in piston aircraft? Why 
did Pan Am greatly over-expand its capa
city and seriously risk financial coll
apse? 

It seems likel y that it was more than 
a manageria l miscalculation, because 
Pan Arn is repeating this pattern almost 
exactly with the purchase of its n:w 
monster, the Boeing 747. The 747 is 
faster and will once again inflate Pan 
Am's total capacity far beyond the pro~ 
portions of the air travel market. Why. 

In order to answer this question, one 
has to look behind Pan Am's projections 



for Pacific air travel and examine the 
relationship between Pan Am, the major 
investment banks, and the aircraft 
manufacturers. 

Pan Am has a uniquely advantageous 
credit arrangement with 38 banks across 
the country, headed by First National 
City Bank and Chase Manhattan. These 
two banks have large holdings in both 
Pan Am and Boeing. Chase Manhattan Bank 
owns 6.7% of Pan Am's stock and 8.7% of 
Boeing's stock (5.0% is considered a 
potentially controlling interest under 
pending U.S. legislation). First Nat
ional City Bank has a similar relation
ship with the two companies, for one of 
its officers is on Boeing's board, and 
First National City's chairman, James S. 
Rockefeller, has been on Pan Am's board 
since 1953 . 

These banks are more than neutral 
investors seeking profitable holdings. 
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In many cases they stimulate the purchase 
of aircraft that the airlines industry 
cannot affo rd, and sometimes even wind 
up Jwning aircraft and leasing them to 
the airlines. Both banks make sure that 
Pan Am 's $350 million "slush fund" is 
always fi lled. Recently they arranged 
the loan for Pan Am's $525 million 
deposit on twenty-five 747's which 
enabled Boeing to start production. 

Encouragment from banking interests 
and a ready consumer in Pan Am help to 
explain Boeing's production of the 
streamlined 747. By 1965 Boeing had 
saturated its domestic and international 
markets with the 707 and 727, and it 
seemed inevitable that the company's 
fortunes would begin to decline long 
before replacement orders for new 707's 
and 727's started coming in the mid-
1970's. The only possible solution to 
such a problem was to design a new and 
more efficient jet and introduce it into 
the marke t in a way that would force all 
the airlines to buy whole fleets of new 
models long before their old jets had 
become obsolete. 

In 1965 Pan Am announced that by 

introducing the 747 on all its routes, 
it could reduce its costs by 30% and 
pass on the savings to its customers. 
Faced with the spectre of having to com
pete with lower rates, all of Pan Am's 
international competitors scrambled t o 
place large orders for 747's. Conven
iently, all of Pan Am's American-flag 
international competitors have domestic 
routes as well, so that eventually even 
the entirely domestic airlines will be 
forced to buy the 747 to remain 
"competitive." 

Not only wealthy American and Euro
pean airlines, but also the capital
starved Third World nations, have been 
forced to engage in the wasteful compe
tition. Airlines are an integral part of 
the national development image fostered 
by the World Bank, AID, and the State Dep
artment, and Pan Am has had a key role in 
encouraging unnecessary capital expend
iture in this area. Pan Am paternalist
ically trains personnel for feeder lines 
of developing countries, not only in 
Latin America (where a 1954 investiga
tion revealed it owned substantial stock 
in eleven "independent" airways) and in 
pre-war China, but also in the Middle 
East (Middle East Airlines) and the 
Philippines (it sold its 480,000 shares 
in Philippine s Airlines to Rubicon, a 
Philippine corporation, in 1968). 

Recently AID has called on Pan Am to 
help it build shiny international a ir
lines for Pakistan, Thailand, Afghanistan, 
and Vietnam through a technical assist
ance program oriented to American-built 
equipment. In Afghanistan Pan Am has 
acquired 49% of Ariana Afghan's s t ock, and 
two of its directors are on Ariana's board . 
Most of these international airlines are 
government-owned and many , especially 
the transcontinental lines which are 
forced to purchase expensive 707's to 
remain competitive and which often fly 
at 10% capacity, lose vast sums of money. 
But having committed themselves to air
line transportation, these nations will 
now ha¥e to purchase the newer 747's if 
their international airlines are to sur
vive. The bitterness of these nations 



is evident. At the recent Stanford 
International Air Transport Conference 
an officer of Air Pakistan strongly 
attacked the enormous waste and reck
lessness of the 747 program. 

The disposal of a company's second
hand aircraft once it has decided to 
reequip presents quite a problem. Most 
companies trade in their second-hand 
aircraft on new jets (except Pan Am, 
which usually sells to Third World nat
ions or the CIA's Air America). Gener
ally , the manufacturers then sell these 
old aircraft to subsidiary non-scheduled 
airlines such as World Airways and Over
seas National (General Dynamics), which 
the manufacturers control through a tan
gled maze of financial connections. 
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Since almost all of the non-scheduled 
airlines depend upon the military for 
80-90% of their business, they frequent
ly delay purchase of their aircraft until 
the manufacturer has arranged a lucrative 
military contract to fill it. This tri
angular relationship was endangered in 
the early 1960's when insufficient mili
tary activity brought the non-scheduled 
airlines to the point of collapse; but 
with the war in Vietnam, these airlines 
and their circle of manufacturers and 
financiers have prospered. 

In 1957 Pan Am lent money to the 
manufacturers and made the same sweeping 
purchase with the same inevitable re
sults. All the other airlines were 
forced to replace their entire fleets 
and dispose of outdated aircraft, and 
Pan Am was faced with a devastat.ing 
surplus of passenger capacity far beyond 
the most optimistic projections for 
civilian passenger growth. 

It was obvious to Pan Am and all 
industry observers that the only poss
ible source of passengers and freight 
capable of filling such a huge capacity 
and promising a guaranteed source of 
growth was the U.S. Air Force. Pan Am's 
formal relationship with the Air Force 
Military Air Transport Service was the 
Civil Reserve Air Fleet, but this had 
existed only on paper since its incep-

tion in 1950. CRAF was essentially a 
doomsday scheme devised by Air Force 
planners to supply a post-nuclear-war 
invasion of foreign countries or larger 
scale convention~l engagements. 

It was under the auspices of these 
weak links that Pan Am had applied for 
a share in military traffic in 1954. 
General Curtis LeMay and others had opp
osed any weakening of the Air Force 
transport capacity until the civil 
carriers secured "no-strike" union 
agreements for military duty, increased 
their cargo capacity, and proved their 
military abilities. Pan Am alone among 
civilian carriers began meeting these 
criteria from 1956-58, when it conducted 
a series of 5 major "War Games" sessions 
with SAC and MATS, and increased its 
cargo capacity based on military spec
ifications. Today Pan Am's "Air Pak" 
cargo loading system is essentially the 
Air Force's 463L system. Without heavy 
Air Force use of Pan Am's all-cargo jets, 
such a large volume of international all
cargo service would be impossible in 
today I s market. 

Although these war games reduced the 
hostility of the Air Force, the MATS 
empire builders were still too jealous 
of their own aircraft simply to turn 
things over to Pan Am. Pan Am once 
again found it necessary to organize 
politically to gain its objectives. In 
violation of the anti-trust laws, Pan 
Am organized all the international car
riers in January, 1958, to win the right 
to fly military personnel and to adapt 
their jet fleets to military needs. 
Thes~ airlines brought their case to the 
CAB, the Air Transport Association, and 
a House subcommittee, and in every case 
won a favorable response. But the Air 
Force refused to budge. 

The airlines managed to raise the 
issue into such a heated government con
troversy that L. Mendell Rivers of the 
House Armed Services Committee, in the 
Sfring of 1960, felt called upon to s e ttle 
the matter by convening a special Cong
ressional subcommittee to resolve the 



conflic t. Juan Trippe told Mr. Rivers 
of Pan Am ' s desperate situation: 
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As a r esult of the technological 
impact of the efficient passenger 
jet, thousands of skilled person
nel will be displaced if govern
ment traffic to t heir designated 
areas is thus siphoned away (by 
HATS) . Mr. Chairman, o ur own 
company alone expects to have to 
release some 300 pilots during the 
next 6 months if traffic --other 
than normal civil traffic--doesn't 
become available to the scheduled 
airlines .... Unless our overseas 
flag lines receive real assista~ce 
from all branches of government, 
the alternative is subsidy. 

As g rave as the situation was , there 
was hope. With the help of George 
Meany and the AFL-CI0, Pan Am was able 
to announce its dedication t o counter
insurgency warfare. Trippe continued: 

Just the other day at a formal 
dinner here in Washington I had 
the pleasure of talking with Pres
ident Meany of the AFL-CI0 .... 
Mr . Meany said that we could 
co unt on his personal support. 
He went on to say that any of my 
associates in the air transpor
t a tion industry could approach 
him personally, and he would seek 
t o help .... Today, Mr. Chairman, 
the se new labor agreements have 
permitted us to offer our equip
ment and personnel to the military 
not only in wartime but also in 
periods of "brushfires," with the 
assurance that the military can 
count on us at all times. 

With the cooperation of Mr. Rivers, 
Pan Am was integrated into the Air Force 
team, and the Air Force agreed to retire 
most of its own transport in favor of 
civilian carriers, awarding supplemen
tal contracts for military charter in 
proportion to the commitment of a 
particular airline to CRAF--and giving 

preference to the airline whose regular 
routes were in the ; icinity of a mili
tary charter route. In exchange for 
retiring all but a "hard core" of its 
own transports, the Air Force received 

a commitment from the participating 
airlines that they would order new 
all -cargo jets. 

Pan Am boasts that its reduced mili
tary rates for cargo and passengers are 
a self-sacrificing service to the nation. 
This simply is not true--the military 
offers unique advantages for the airlines . 
The carriers get stable, guaranteed con
tracts with a consumer who always pays 
on time, and no expensive terminal fac
ilities , downtown ticket offices, or 
vast advertising campaigns are necessary. 
Pan Am pays no landing fees when it 
works for the military; its planes fl y 
at 100% capacity, while civil inter
national flights average about 50%. 
Indeed, one purpose of this program has 
been to provide profits to subsidize 
the expansion and development of 
America's civil international airlines. 
Pan Am was intended to be the primary 
beneficiary of these arrangements. In 
1961, out of the total CRAF fleet Pan 
Am had committed 71% and was thereby 
entitled to receive 71% of all military 
charter contracts. 

In 1961 America began its first active 
combat-support role in Southeast Asia 
when 500 marines and their helicopters 
were transported to Udorn Base in Thai
land to provide transportation for the 
Ro ya l Laotian Army. Since Pan Am was 
the sole American airline to fly to 
Thailand, it began airlifting cargo 
and civilian personnel related to the 
operation. In May of 1961 the cease
fire in Laos heralded an increased 
commitment to Thailand and South Viet
nam. Later in the year Vice President 
Lyndon B. Johnson and General Maxwell 
Taylor, Chairman of the Joint Chiefs 
of Staff, separately visited Saigon and 
announced America's commitment to the 
"freedom and independence" of the Diem 
regime. Pan Am received its new all-



cargo 707's from Boeing, and in the year 
ending June 30, 1962, the total charter 
cargo load of Pan Am's Pacific Division 
--the best public indicator of the 
line's service to the militar: - - increa
sed 450% over the previous y~ar to 
4,918,000 ton miles. 

In November of 1962 American troops 
dropped their role as pure "advisors" 
and the Military Assistance Comm and 
Vietnam was established. And it came 
just in time for Pan Am. In 1961, 
because of excess jet capacity and 
strong competition, Pan Am's Atlantic 
service ran at a loss. But the growing 
Pacific revenues were large enough to 
yield an overall 6.3% profit--its first 
year in the black since 1956. 

Pan Am began to reinforce its Pacific 
holdings. In 1961 Juan Trippe's son, 
Charles, became director of the Southeast 
Asian Division of Pan Am's subsidiary 
Intercontinental Ho~els. Pan Am began 
to dot the South Pacific and Southeast 
Asia with luxury hotels, some, such as 
the Karachi International, built with 
AID or State Department counterpart 
funds. By 1965 Charles Trippe had com
pleted or was constructing hotels in 
Indonesia, Pakistan, Thailand, New Zea
land, Pago ?ago, Hong Kong, and Samoa. 
Pan Am is thus an innkeeper in many 
of the "exciting fun capitals of Asia 
and the Pacific" to which it ferries its 
R & R passengers. These hotels repre
sent a novel form of exploitation--while 
the tourists are d=awn to these cities 
by their interest in Asian cultures, 
most of the money they spend can be 
safely returned to America, as long as 
they stay at an Intercontinental Hotel. 

. In the military buildup for Laos and 
Vietnam the CRAF structure was not 
called into action. Instead the govern
ment used charter contracts awarded on 
the basis of military expe~ience and 
CRAF commitment. Pan Am's planning was 
rewarded: from 1960 to 1963 its Pacific 
Division charter revenues soared almost 
300% (from $12.6 million to $35.6 mill
ion), and in 1964 Pan Am reinforced its 
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position by hiring General Laurence S . 
Kuter as a vice president. Ku ter had 
been the commander of MATS, commander 
of the Air Force in the Pacific, Comm
ander-in-Chief of NORAD, and a leading 
advocate of military intervention in 
Southeast As ia. 

But with the assasination of Pres
ident Kennedy in November, 1963, White 
House loyalties changed dramatically. 
The Eastern financial and business 
circles which Kennedy had favored were 
pushed aside for the Texas and Calif 
ornia crowd. The new in-group was made 
up of LBJ's buddies, such as Robert Six, 
President of Continental Airlines and 
a collector of Oriental art, and James 
Ling of the Houston co nglomerate Ling
Tempco-Vought, owner of Braniff Airlines 
of Dallas. In early 1964 th e CIA picked 
up Continental Airlines for work in 
Southeast Asia to supplement its own 
airline, Air Ame rica, whose facilities 
were being strained by the sudden escal
ation in Vietnam. In 1965 Continental 
took away Pan Am's government char ter 
business for Micronesia, and was in a 
position to unseat Pan Am in the Central 
and South Pacific. Robert Six hired 
Pierre Salinger to manage publicity for 
Continental's international division; 
he hired former governor of Guam, Charl
ton Skinner, to ease things with the 
natives; and he hired LBJ's former 
chief-of-protocol to manage Washington. 

The results were predictable. In 
1962 Continental's charter operations 
flew fewer than 4 million passenger 
miles. By 1965 military escalation 
pushed its charter mileage up to 253 
million passenger miles, and in 1966 
alone it jumped 390%, exceeding even 
its regularly scheduled operations. Its 
charter freight division also showed 
enormous gains associated with the war, 
rising from nothing in 1962 to 93 million 
ton miles in 1967. 

Braniff's rise was somewhat less 
spectacular, but still significant. Its 
charter operations rose from just over 
half a billion passenger miles in 1963, 



to over a billion in 1967. In 1968 its 
charter operations doubled again to 
2 billion passenger miles, more than 
t wice the mil eage of its regularly 
scheduled operations. 

Other airlines did well during the 
war's early years too. TWA's charters 
rose 650% in 1964, and 50% in 1965. 
Northwest, Pan Am's weak competitor in 
the Northern Pacific, increased its 
annual charter operations from 61 mil
lion passenger miles in 1962 to 1.1 
billion for 1967. 
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But for Pan Am, LBJ's escalation of the 
war was a disaster. In the year follow
ing Kennedy 's death, its Pacific charters 
grew at a slower rate than its scheduled, 
civilian operations. In the fiscal year 
1965, while Continental's Pacific char
ters increased 25 times, Pan Am's drop
ped 33% from the previous year, and Pan 
Am finall y lost its position as the 
leading charter airline in the Pacific. 
The only airline with a scheduled stop 
in Saigon, the airline that was depend
ing on its Pacific profits to pay for 
its new _i ets, now found its Pacific 
growth rate falling off. 

This alone might have been tolerable, 
but the Civil Aeronautics Board was 
re-opening the Airlines Route Case, and 
Pan Am was vulnerable. The CAB was 
legally required to conduct a periodic 
review of all airlines operations, and 
either to confirm the present route 
structure and airlines allocations or 
to expand the route structure and rediv
ide it among the competing applicants. 
The CAB's judgements were made on the 
rather vague criteria of the ability of 
the present airlines and air routes to 
meet "customer needs," and the ability 
of new route applicants to offer immed
iate, experienced service. Generally, 
the vast expense of training experien
ced pilots and crews and building the 
necessary hangars, terminals, and repair 
facilities for immediate service on 
routes they might win was so high that 
few airlines could afford the 
risk. 

In the Pacific, however, the risks 
were worth taking. Inflated fares over 
the Pacific (13.5¢ per passenger mile, 
San Francisco to Tokyo, vs. 7.4¢ per 
mile, New York to London), long distan
ces, and oligopoly had brough enormous 
rewards to America's two _Pacific carriers. 
Pan Am's relatively limited number of 
Pacific flights gave it 50% of its total 
profits, and Northwest Orient's Pacific 
revenues overcame its domestic losses 
to make it the most profitable American 
airline. 

Eager for the rewards of the Pacific 
bonanza, Continental, Braniff, and TWA 
were accumulating experience in trans
Pacific flying, building facilities, and 
becoming familiar with the Pacific mar
ket--all at military expense on cost-plus 
contracts. And since the largest cust
omer in the Pacific was the U.S . mili
tary , these airlines could argue as well 
as Pan Am that they were servicing 
"customer need." The competition for 
new routes was so fierce that Pan Am's 
old central and south Pacific monopoly 
would inevitably be broken; unless Pan 
Am could get some of the new routes it 
wanted, it would hold much the same 
position it held in the Atlantic, the 
leading airline in a glutted low-profit 
market. 

Juan Trippe hired Najeeb Halaby to 
save the day . Najeeb Elias Halaby (Yale 
Law '40), test pilot of the first Lock
heed jet, was chief of the Intelligence 
Division for the Department of State and 
Assistant Secretary of Defense for Inter
national Security Affairs during the early 
years of the Cold War (1945-53). Halaby 
concentrated his activities on military 
work, such as founding the Air Force's 
Aerospace Corp., until 1960 when he 
stepped into politics by becoming the 
manager of the Kennedy campaign for Los 
Angeles. He was appointed Administrator 
of the Federal Aviation Administration 
(1961-65), where he became the prime 
architect of the super-sonic transport. 
In 1965 Juan Trippe made him a member 
of Pan Am's board of directors, heir 
apparent, and senior vice president. 



Halaby adopted a simple strategy: if 
others could get into the charter busi
ness through the White House, he could 
get his company into it through the 
military. The crucial question was 
what the military needed that Pan Am, 
and no one else, could give? The answer 
was R & R (rest and recreation). Busi
ness Week reported it this way: 

While in Vietnam several years ago 
(late 1965) he [Halaby] found tha t 
troop morale wa s low because of a 
lack of adequate recreation fac
ilities. He proposed that Pan Am 
use the piston planes it was phas
ing out of the Berlin air corr i dor 
to ferry men from Saigon to Hong 
Kong. R & R began in March, 1966. 
In the first three months the 
flights cost the Defense Depart
ment a token $3, and Pan American 
World Airways $2,400,000. 

"There's no doubt that our earnings 
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could have been higher if we hadn't done 
this," a Pan American spokesman explained, 
disingenuously noting that the planes 
could have been used elsewhere. "But 
think of all the young friends we're 
making for Pan American." Pan Am put 
13 obsolete planes on the R & R run, 
and Business Week pointed out: 

Important as these friends may 
become later as customers, the 
airline is probably gaining a more 
immediate advantage ... Pan Am's 
contribution to the Vietnamese 
war effort undoubtedly will be 
weighed [in parcelling out new and 
expanded routes in the Pacific]. 

Pan Am's R & R program has helped 
the generals to continue the war by 
making the year-long tour of duty a 
more bearable experience for the Amer
ican G.I. It has saved old aircraft 
from the scrap heap and put them to 
work in the national interest. And in 
the interest of Pan Am, in the first few 
months of R & R service there was a 
perceptible turnabout in Pan Am's Pac
ific charters (a turnabout only partly 

due to the R & R flights themselves). 
Within a yPa r Pan Am's " service to the 
nation" was up a measurable 358% and 
once again it was the largest charter 
operator in the Pacific. 

The return o f thes e charters was far 
more important than their monetary val
ue, for t hey demonstrated Pentagon con
fidence in Pan Am's ahility to meet its 
"customer needs" and Penta8on suppor t 
f or its bid for new air routes. When 
the long-anticipat ed Pacific Route 
Hearings wer e finally called in 1967, 
Pan Am got its coveted long-distance 
great circl e r oute from New York to 
Tokyo and another from San Francisco/L.A . 
to Tokyo, parallel to Northwest's old 
route from Seatt l e via the great circle. 
In no area was Pan Am's run to be dupl
i ca ted by more than one airline, and no 
airline accumulated anything approaching 
Pan Am's total routage. 

To be sure , Pan Am was not the only 
beneficiary . The Civil Aeronautics 
Board--with a majority of Democratic 
appointees--prof f ered generous favors to 
the Democratic l i nes, Continental and 
Braniff. When the decision was passed 
on to President Johnson, he insisted that 
Continental and Braniff get Eastern's 
routes in the Pacific but did not touch 
Pan Am. Subsequent maneuvering under 
Nixon has also lef t Pan Am safe. Clear
ly a near -monopoly has been transformed 
into an oligopoly . But Pan Am wil l 
manage as l ong a s t he market in the 
Pacific continues to grow. 

Predictions of Pacific market expan
sion depend on a rate of growth even 
higher than that in the past . Although 
the as yet undeveloped tourist industry 
will become more important as additional 
luxury hotels are constructed, even this 
important source of passengers will not 
be sufficient. Government, military, 
and business personnel must continue to 
travel in increasing numbers to fill Pan 
Am's gargantuan 747's. 

Certainly intra-Asian travel will not 
keep Pan American growing. As Asian 
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nations develop to the point where they 
can finance domestically owned national 
airlines, their governments take steps 
to guarantee them markets. Currency 
problems and the balance of payments 
make it imperative for the Japanese 
government and business to force its 
travelers to fly Japan Air Lines. The 
same holds true in Australia, the Phil
ippines and India. In Vietnam Pan Arn 
is _·ying to guard against this poss
ibility by ingratiating itself with the 
Thieu-Ky regime. The two luxury 727' s 
it has leased to Air Vietnam are pri
marily for the use of President Thieu 
and his cabinet. Pan Am also has plans 
to build Intercontinental Hotels in Sai
gon after the war. But it seems 
unlikely that these gifts can blunt 
the force of growing Asian economic 
nationalism. It is also unlikely that 
any potential opening of China will 
offer hope. Nixon's relaxation of the 
trade boycott will promote a certain 
amount of curious tourist travel to 
Hong Kong, helping Pan Am, but no fore
seeable relaxation of tensions would let 
Pan Am duplicate its service to Moscow 
with service to Peking. 

In order for Pan Arn to maintain its 
strength, America must continue its 
focus on Asia, Ameri~an resvurces must 
pour into the area, and government off
icials and soldiers must fly in ever
increasing numbers. Pan Arn needs the 
spectre of Communism and the looming 
image of a threatening China to draw 
American interest and government trav
elers. 

Conclusion 

A close review of Pan Am's recent 
history leads one to question the con
sequences of its role in American foreign 
policy. Ir. the past the company's compe
titive practices and foreign relations 
in Latin America have merited two major 
Congressional reviews which have reveal
ed testimony of a highly controversial 
nature but resulted in no legal action. 

However, in Vietnam and the Pacific, 
Pan Am's eagerness to improve the tactics 
of military intervention for the sake 
of filling its over-expanded jet fleet, 
and its close cooperation with the 
military effort in Vietnam to insure its 
Pacific expansion are actions which raise 
serious questions about America's abil
ity to base its military withdrawal on 
purely political criteria. The problem 
with subcontracting the war to private 
corporations is that their profit struc
tures become dependent upon the contin
uance of the conflict and they resist 
any sudden change in policy which pru
dent political judgement may require. 
There is a grave danger that Pan Am's 
dependence on its Pacific expansion is 
making it a major barrier to speedy 
withdrawal from Vietnam and an advocate 
of future interventions in the name of 
"freedom." 

--This article was prepared with 
the cooperation of CCAS members 
Ray Grantham, James Burnham, 
Cathleen McCoy, and Leonard 
Adams. 
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