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MEMORANDUM FOR THE RECORD
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1. On 29 November

25%1

participated 1n a PFIAB hearing on the issuc of intelligence

WOTK on intcrmational financial problems. Leo Cherne chaired. the PFIAB.

Alan Greenspan and Warren Meeker also participated. Two PFIAB staffers
attended the session. : ‘ '

2. Mr. Cherne opencd the session indicating that he'is deeply

concerned about the international financial crisis and is in the process
of assessing the appropriate role of intelligence in supporting the US
policy community on this matter. His opening remarks included a comment

that he has received very positive consumer feedback on the work done hv el
the Agency on this issue in the past three months SR
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3. Most of the session involved back and forth discussion of our
views of the financial problem, its severity and likely direction it
will take. We all agreed it was a serious problem which is likely to
remain a key policy issue for at least several years. We also agreed
that it could impact significantly on US economic rccovery. Mr. Cherne
strongly believes that a serious risk of international financial crises
exists; Dr. Grecnspan was more confident that the worst downside risks
could be avoided but agreed that the outlook is ominous. We did not
disagree with any of these observations. : ’

4. On intelligence issues we discussed a variety of matters.

0 The extent of DDI coverage of the finance issuc was -
' discussed at length; we pointed out that our capa-
~bilities in this arca had run down during the latter
~half of the 1970s and that we have spent” the past
nine months building up. ' : ’ c
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o The difficulty in hiring first-rate peonle with
experience in intemational finance was discussed;
we also focused on the question of private sector
support, pointing out that we aggressively seck

- this kind of help but that it is still hard to
get because of banker secrecy. = -

0 W discussed at length the problem in getting good
Teporting out of certain embassies and the con-
straints imposcd on collectors by cntrenched

- Treasury attaches who are in a position to stonc-
witll more aggressive 10 collection.

o Mr. Cheme rais he Agency's analytic -
~cffort on the crisis, asking for
~our views on how we thought the Agency performed.

Lco pointed out that he is especially concerned ‘ Jey]
about the potential political fallout from '
efforts to deal with its economic crisis.
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o Some discussion was devoted to the general problem
of knowing when a sccond tier country--Bolivia, for
‘example--would find itself in a crisis situation, one
which would spill over to the banking system at large.

5. Mr. Cherne sumned up his vicws ‘in the following way.

.0 The Agency is fully scnsitive to the nature and extent
of the intcernational financial problem and its potential
~implications, A

o During the past six months or so it has worked hard
to beef up its effort, adding pcople, management clout,
- and the resources to the program at a rapid pace.

o The catching up process is moving ahead Aquickly, but -
maybe not fast enough to keep pace with the rapidly
deteriorating international financial situation.

6. We disagreed with the last point--it was our stated view that
we have much to do but that we are making important progress. At this
point Leo was given a memorandum mapping out our analytic program and
the direction we .intend to go. I believe lLeo accepted our view of the
progress we are making. ’ ‘
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7. At the conclusion of the session Leo lcqucsted that we preparc
- a short paper laying out the following issucs. :

o Qur view of the international flnancial problem.
o What we think CIA's role should be.

o What we need to do the idb

o What will thc CIA not do.

We. agrecd to provide this w1th1n the next few uceks. Lco should have it

as an input to an interim report he intends to complctc by around the
- first of the year. -

8. Immediately following the session the same PFIAB team met uuth,
the NIO/Economics.

cc: DCI
DRCT
ExDir
DD1
ADDI
NIO/Econ
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