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The Central Intelligence
Agency used black-market
transactions to finance its
activities in Vietnam and
Chile even while other U.S.
agencies worked to stamp
out corruption and shore up
those economies, according
to former officials famfliar
with CIA funding.

The Vietnam transactions
involved millions of dollars
traded for piasters on the

black market in Hong Kong,
according to these sources.

One former CIA official
said that at some points dur-
ing the war nearly all the
foreign currency spent by
the Saigon station of the
CIA was acquired through
such transactions.

Charles A. Cooper, who
served as an economic ad-
viser to the U.S. embassy in
Saigon in 1968-9 and minis-
ter counselor for economics
there in 19703, said in re-

CIA officials told him they
preferred to obtain funds
through “the black bag"
from Hong Kong due to
“operational reasons” and
because such transactions
made their budget go fur-
ther.

Cooper said he did not
know what proportion of
Saigon CIA expenditures
were financed  through
‘black-market transactions.

The scale of CIA spending
in Saigon during his time
was “too small for an over-

sponse to questions that

all economic effect” in view
of much larger outlays
through legal markets by
the U.S. military and for-
eign aid agencies, he said.
During the intensive
phase of U.S. military opera-
tions in the 1960s the pffi-
cial exchange rate applying
to U.S. government transac-
tions was 118 piasters to the

dollar. Black-market rates

were often two or three
times higher.

Vietnam devalued the
piaster for most purposes to
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in the black market “give
ald and comfort to the
enemy” and make the
“Vietnamese economy more
unstable and subvert efforts
to establish economic stabil-
ity in Vietnam.”

A former CIA official who
asked not to be quoted by
name said he believed the
agency’s resort to the black
market in the early 1970s
was due at least in part toa
heavy budgetary. draip
caused by the effort to se-
cretly raise a sunken Rus-
sian submarine in the Pa-
cific.

The n_u,b effort to raise

the Soviet sub with a/spe-
cially constructed research
ship, the Hughes Glomar
Explorer, began early in
1870 and its cost has been
estimated as high as $500
million. \

CIA purchases of Chilean
currency on the black mar-
ket were at a time when the
U.S. embassy there was pur-
chasing  ahout $30,000
monthly in Chilean escudos
outside the country in Ar-
gentina.

During this period the
United States was seeking
to shore up the Chilean
economy in support of Presi-
dent Eduardo Frei.

. After the election of Sal-
vador Allende as president

of Chile in November 1870

; black-market rates, which

previously maintained a 25
per cent premium above the
legal market, soared as high
as2tol,

U.S. policy turned sharply
against the new regime. The
CIA is said to have in-
creased its black-market
transactions during the Al-
lende period to include op-
erational funds.

U.S. regulations forbid
any  American official
abroad from dealing in
black-market currency.

A CIA spokesman said
yvesterday that the agency
had no comment on the re- .
ports of black-market trans-
actions.

275 to the dollar in October,
1870, under heavy U.S. pres-
sure, and successive adjust-

‘ments in later years brought

legal rates to over 600 piast-
ers per dollar,

While pushing for more
realistic rates, U.S. policy
opposed black-market trans-
actions.

Teslimony by a US. em-
bassy official before a Sen-
ate subcommittee in Novem-
ber, 1969, said those dealing-
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