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BESINESS SUCCESS 
GED IN REPORT 
College Faculty Members 

_ Despite Johnson’s Ban 

By JOHN M. CREWDSON 
'* Special to The New York Times 
WASHINGTON, April 26 — 

The Central Intelligence Agency 
secretly owned a complex of 
insurance companies whose 
profits were for years success- 
fully...invested in private se- 
curities, according to the final 
report of the Senate Select 
Commitiee on Intelligence Ac- 
tivities. 5 

These purchases, which in- 
cluded the stocks of American 
corporations, apparently oc- 
cured; the report said, without 
the Knowledge of management 
or ‘the other stockholders of 
those concerns. | 

committee also found: 
thatthe agency has continued’ 
to maintain secret relationships 
with’ several hundred faculty 
meinbérs at American colleges 
and‘ ‘universities despite a di- 
rective from President Johnson 
eight years ago that barred 
covert associations between the 
agency and scholarly institu- 
tions..in this country. 

‘Fhose instances were among 
a number uncovered. by the 
Seridte committee in which the 
C.1.A.’s operations, directed 
chiefly at the collection of 
foreign intelligence, had had a 
substantive impact on a variety 
of ‘domestic American institu- 
tions: over the last three dec- 
ades:.- 

Tangled. Network Found 

The committee found that the 
agency, in attempting to in- 

fluetice world events and opin-| 
ions, to provide cover and se-} 
curity for its employees, and: 
to -organize and support its 
clafifestine . activities abroad, 
had-established a complex and 
soriétimes tangled network of 
covert relationships with the 
academic, business, religious 
and.financial communities in: 
this country. 

Alfhough the panel concluded 
that the C.1.A. had-for the most 
part been scrupulous in its ef- 
forts to limit the domestic “‘fall- 
out* ‘from these relationships, 
many of which have now been 
terminated, it found some real, 
or potentail improprieties in the. 
agency’s on ownership of cs-: 
tensibly . private . corporations! 

The relationship of the C.1.A.| 
to piivate American organiza- 
tions, first became a public 
issue. in 1967, after it was wide- 
ly réported that the agency had 
secretly contributed to the sup- 
port.“of the National Student; 
Association. 
What was not disclosed at 

the time, however, was the; 
agency’s use, discovered by the | 
Senate’ panel, of American 
stndents n various intelligence; 
operations abroad, —including| 
the filing of r orts on noted 
persens on the Soviet Union 
and emerging nations an Soviet! 
security practices. 

Use of Foundations 

The disclosuare of the Stu-: 
dent ,Association’s relationship; 
also ded to revelations of the 
C.1.A.’s use of legitimate Ameri-| 
can foundations to funnel sup-; 
port; to selected groups here. 
and;.abroad, but the extent of: 
the agency’s involvement with 
chartable foundations, which 
the Sehate report characterized 
as “massive,” was never made 
clear, 

Between 1963 an 1d966, the 
report says, the agency was in- 
volved to some degree in nearly 
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Market! 
half of all charitable grants py 
American foundations exclusive 
of ‘the Ford, Rockefeller and 
Camegie organizations, known 
colfectivelv as the “Big Three.” 

The 1967 disclosures led to 
a directive by President John- 
son.batring future covert finan- 
cial support. by. the C.LA. to 
American universities or pri- 
vate-voluntary . organizations 
like the student association. 

Although the guidelines were 
strictly adhered to by the 
C..a.; the committee found 
that. they were so narrowly 
drawn that the agency was 
Jargély able to circumvent 
them. ; 

_ Shift in Foens 

The Senate panel also found 
that the C.LA. continued its ties 
to the American academic com- 
munity by shifting the focus of 
its govert relationships from 
educational and research insti- 
tutifns themselves, which were 
proseribed, to. individuals with- 
in those institutions. . 

he committee characterized 
the agency’s overall response 
to ¢he 1967 guidelines as more 
of An attempt to prevent furth- 
er public disclosures about its 
internal workings than “‘a signi- 
ficant: rethinking .of . where 
boupdaries ought to be drawn 
in airee society.” 
Asa result, the C.1A.’s ties 

to the academic community 
continue to be substantial. The 
committee found that relation- 
ships currently exist with hun- 
dreds, of scholars and research- 
ers--working in more than 100 
American colleges. universities 
and-related institutes, and that, 
in the majority of these cases. 
“no-one other than the individ- 
nal iconcerned is aware of the 
C.LA. link.” 

These clandestine operatives, 
the report said, provide leads 
sod make introductions for in- 
telligernce purposes or write 
books and other materials used
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| Senator Frank Church in his office examining the intelligence committee report of its 
— 15-month-long investigation before it was released to the public yesterday. 



‘by the CLA: for propaganda, 
The Senate report is the first 

of two. volumes and deals ex- 
clusively with the panél‘s 15- 
month investigation of this 
country’s external intelligence 
operations. A second volume, 
on domestic intelligence agen- 
cies, is to be released later this 
week, 

also examined the C.1.A.‘s past 
use of American religious orga- 
nizations and personnel in 
gathering foreign intelligence. 
And the report notes a public 
assurance by George Bush, the 
new Director of Central Intel- 
ligence, that as of last February 
the C.LA. had terminated: its 
‘paid ‘or contractual” relation- 
iships-with? Américan clefgymen 
and missionaries aboard. 

Ownership of Corporations 
| Although Mr. Bush's state- 
iment did not rule out the con- 
tinuing of such relationships on 
a voluntary or unpaid basis, the 
committee said it had been as- 
sured by the C.LA. that, hence- 
forth, no Americans following| - 
a religious vocation would be 
used in an “operational” way 
by the agency. 

In all, the committee learned 
that 14 covert arrangements 
had existed, involing the “di- 
‘rect operational use” of 21 
‘Aimerican missionaries and 
clergymen. All, it said, were 
terminated as of ast August. 

Of equal concern, the Senate} 
committee wrote, was the 
C.LA,.‘s secret ownership of a 
number of corporations, some 
of of them bogus and others ac- 
tive and profitable, which have 
been created or purchased by 
the agency over the years for 

The committee investigators! 

& . 

within the agency as. “proprie-/ 
taries’’ have on occasion enr 
meshed themselves deeply 
within the American business 
and financial communities, in- 
vesting their. capital and profits 
in domestic securities markets 
or running the risk of unfair 
competition with private con- 
cerns in the same field. 

In addition, the Senate panel 
found that the operating pro- 
prietaries, which have included 
several air carriers, a private 
investigating concern and the 
complex of insurance compa- 
nies, had not been subject to 
sufficient accountability and fi- 
nancial controls. 

Nor, the report said, has the 
C.LA. taken sufficient steps to 
advise its Congressional over- 
seers of its clandestine business! 

‘ventures, The committee found, 
for example, that Congress was 
not informed of the existence 
of the insurance. complex until 
after it had begun to invest 
heavily in the domestic stock 
market, a practice since dis- 
continued. 

Most of the agency’s existing 
proprietaries, the report said, 
are shell corporations with pa- 
per assets that are used to pro- 
vide agents with working cover 
or to hide the agency’s opera- 
tions. But the report found that 
the operating proprietaries had 
been used heavily in the past 
to extend the C.1.A.’s presence 
abroad, to provide support for 
paramilitary operations, to dis- 
seminate propaganda and to 
manage the agency's private in- 
vestments, 

“Although the agency would 
deny that private investment is 
& purpose of proprietaries,” the 
report states, “the existence of 
proprietary enterprises which a variety of purposes. - 

Such . corporations, known occasionally returned sizable 

profits indicates that: private in- 
vesiment may indeed have been 
a widespread agency policy. 

“Moreover, the agency has 
specifically authorized its in- 
surance complex to act as an 
institutional investor for its 
own funds and those of other 
proprietaries. Thus, the extent 

‘|of private investment by the 
fagenicy is actually a question 
of definition and shading.” 
Although the insurance com- 

plex, which has a combined net 
worth of $30. million, has 
ceased its investments in Amer- 
ican securities and is divesting 
itself of those it holds, its sales 
of such stocks over the last 12 
years, the report said, have re- 
turned the C.LA. a $500,000 
profit. — 

The insurance complex is the 
largest of the operating pro- 
prietaries, which have a com- 
bined net worth of nearly $60 
milhon, and the only entity be- 
sides Air America, a Far East- 
em carrier undergoing liquida- 
tion, that has produced signifi- 
cant profits over the years. 

The insurance complex, a for- 
mer C.I.A. official said today, 
writes insurance only for agen- 
cy officers and employees who, 
because of the hazards their 
jobs entail, cannot qualify for 
commercial coverage. The re- 
port said that it would continue’ 
to hold its investments in long- 
term, interest-bearing securities 
abroad and offshore time de- 
posits, 

What was once an “extensive 
proprietary system” has been 
reduced by half in recent years, 
the committee found, because 
of the agency's philosophical 
shift from its insistence on a 
“standby capability” that led to 
the acquisition of Air America 
and similar entities. 


