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any historians have cited South Vietnamese corruption as an element of American defeat in 
Vietnam, but insufficient attention has been given to the international context within which such 
illegality occurred.1 Relying on Congressional testimony, contemporary news reports, and archival 

research in the United States, Helen N. Pho examines the currency manipulation and capital flight that 
occurred during the conflict, arguing that the “economic, political, and diplomatic circumstances of the 
Vietnam War encouraged widespread U.S. and international participation in currency manipulation” (766). 
Despite certain weaknesses, Pho’s article improves historians’ understanding of the corruption that occurred 
in South Vietnam and, in doing so, helps us better understand why the U.S. lost the Vietnam War. 

Pho first explains how currency manipulation, mainly due to the existence of official and black market 
exchange rates, plagued French authorities in Indochina following World War II and before the signing of the 
1954 Geneva Accords. Exchanging piasters for francs at the overvalued, official exchange rate allowed 
participants in this monetary exchange to use those francs to gain more piasters, either through “importing 
goods into Indochina or illegally by converting francs into dollars and then purchasing discounted piasters on 
the black market” (767). This allowed French and Vietnamese participants in the illicit currency exchange to 
generate substantial amounts of money at the expense of French economic strength. Ironically, foreshadowing 
what would occur once the war became Americanized, a portion of the money illegally generated often ended 
up in the hands of France’s enemy, the Viet Minh.  

Pho then details how political and economic aspects of the war allowed currency manipulation to continue as 
U.S. support for South Vietnam increased. Fearing the effects of continuing to overvalue the piaster, U.S. 
officials pressured South Vietnamese political leaders to adopt a more realistic exchange rate. But, as Pho 

                                                      
1 For works on South Vietnamese corruption as contributing to U.S. defeat, see Jeffrey Record, The Wrong 

War: Why We Lost in Vietnam (Annapolis: Naval Institute Press, 1998), 122-140 and George Donelson Moss, Vietnam: 
An American Ordeal, Sixth. (Upper Saddle River: Pearson Prentice Hall, 2010), 343–345. 
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explains, because the South Vietnamese controlled the exchange rate, “U.S. policy-makers could not single-
handedly determine what the piaster was worth on the international market” (768). Fearful of the economic 
and political consequences of devaluing the piaster, South Vietnamese leaders routinely refused to adjust the 
exchange rate. As Pho finds, this “political leverage” the South Vietnamese had over U.S. officials allowed the 
gap between the two exchange rates to remain, thus enabling those participants in currency manipulation to 
profit handsomely (769).  

While scholars have highlighted the role played by American servicemen in corrupt financial practices in 
Vietnam, Pho’s research provides interesting new details on the process and the nationalities of those 
involved.2 Although U.S. officials attempted to minimize inflation in South Vietnam by requiring the 
American military to use Military Payment Certificates (MPC), dollars still circulated within the country. 
Black market moneychangers would exchange dollars and MPCs with “U.S. soldiers, their Free World 
counterparts and civilian-contractor employees” (770). Those piasters would then be used to purchase 
commodities, MPCs, and more dollars, which were then routed through the moneychangers again. While it is 
well known that Americans and Vietnamese were involved, Pho finds that “Indians, Chinese, and Free World 
personnel including Filipino and Korean citizens participated in currency exchanges” (769-70). Eventually, 
those involved in this illicit activity, especially “upper class Vietnamese and senior government officials,” 
sought to transfer the money generated out of South Vietnam (770). This capital flight, Pho argues, clearly 
“was destructive for South Vietnam’s already weak economy” (771).  

By 1968 the war in Vietnam was costing American taxpayers $3.6 billion per year, inflation was increasing in 
the U.S., and a balance-of-payment deficit led to recurring international gold runs on U.S. reserves (772). 
While deliberating General William C. Westmoreland’s post-Tet troop request of 206,000 U.S. troops, 
Secretary of the Treasury Henry Fowler warned Johnson of the financial consequences involved, which would 
include cuts to some of Johnson’s Great Society projects. Johnson approved only the deployment of 13,500 
further soldiers, halted the bombing of the majority of North Vietnam, and announced he would not run for 
reelection. Ultimately, Pho believes, the “economic crisis of 1968…played an important role in restraining 
the war’s expansion” and set the stage for congressional investigation into South Vietnamese corruption 
(773).  

Pho then contends that this economic crisis, combined with stalled negotiations between the U.S. and North 
Vietnam and the military stalemate on the ground, caused American anti-war policymakers and political 
candidates to criticize corruption in South Vietnam. These critics argued that the corruption among Saigon 
officials prevented the South Vietnamese population from trusting its government and that the costs of 
supporting South Vietnam far outweighed any potential benefits. Anti-war legislators also cited the hundreds 
of millions of dollars’ worth of construction contracts awarded to American contractors in South Vietnam, 

                                                      
2 For the military’s role in corrupt financial practices in Vietnam, see William Allison, “War for Sale: The Black 

Market, Currency Manipulation and Corruption in the American War in Vietnam,” War & Society 21:2 (2003): 135-
164. 
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the operations of which have recently been documented by James C. Carter, as grounds for inquiries into 
“how U.S. funds were managed and used in Vietnam.”3  

As these criticisms of wartime corruption intensified, congress launched investigations. In early 1969 the 
Permanent Subcommittee on Investigations of the Senate Committee on Government Operations began a 
series of investigations into corrupt financial practices in Vietnam, eventually holding Congressional hearings 
beginning on 30 September 1969. The subcommittee received “testimony from various government officials, 
economists, and black-market participants” (776). These hearings, Pho claims, “revealed to the U.S. public 
the far-reaching consequences of the currency black market in South Vietnam for the United States: that 
millions of U.S. taxpayer dollars went straight to the bank accounts of Americans, Vietnamese, and citizens of 
other nationalities” (775).  

Pho’s examination of the hearings reveals the international dimensions of the monetary corruption in 
Vietnam. Americans were the ones with access to dollar instruments capable of exporting money; thus, their 
role in capital flight was crucial. International banks established code-named accounts and stored millions of 
dollars without asking questions. Interestingly, testimony revealed that the funds from one such account 
eventually went to Dubai, where money was often transferred into gold and other precious metals. As Pho 
states, “The cycle of profit then repeated itself” (778). That gold was then transferred into Vietnam for further 
sale, thus allowing for the generation of additional piasters on the black market and, eventually, further capital 
flight.  

Pho also shows that soldiers were not the only Americans involved in currency manipulation—employees of 
U.S. companies and expatriate American civilians working and residing in Vietnam also participated, but 
stopping them proved difficult due to the diplomatic circumstances of the conflict. Since those involved 
breached no U.S. laws, American authorities could not prosecute them. South Vietnamese officials were 
hesitant to bring Americans to justice for fear of disturbing relations with their key ally. Thus, the illegal 
actions of American civilians in Vietnam went unpunished. As one U.S. official testified, “For the tragedy is 
that were it not for American and Free World civilians the black market in Vietnam would not exist as it is 
today” (780).  

Pho rightly concludes, however, that American pressure on South Vietnamese officials to thwart illicit 
American financial activity in Vietnam was based on false assumptions. Such desires, “presumed naively that 
South Vietnamese officials wanted illegal currency transactions to end,” Pho writes. Moreover, American 
officials were reluctant to admit American involvement in currency manipulation, as that would allow South 
Vietnam to have even more “leverage over Washington and undermine U.S. support for the war” (782). 
Unable to stop this form of monetary corruption in Vietnam yet continuing to suffer from its domestic and 
international economic consequences, U.S. officials were caught in a difficult situation.  

The strength of Pho’s article is that it adjusts historians’ focus on corruption in South Vietnam away from 
solely the South Vietnamese and towards the international aspects of the conflict. In doing so it adds to the 

                                                      
3 James M. Carter, Inventing Vietnam: The United States and State Building, 1954-1968 (New York: Cambridge 

University Press, 2008). 
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literature examining how the international dimensions of the war impacted its conduct and outcome.4 While 
undoubtedly corruption among the South Vietnamese was significant in the outcome of the Vietnam War, 
Pho’s work should prod historians to continue to investigate the role played by foreign actors and the 
conflict’s international dynamics that allowed such corruption to occur. Pho’s work may also assist those 
attempting to understand corruption in present-day conflicts.5  

This article illuminates why the U.S. failed to achieve its objectives in Vietnam. Currency manipulation and 
capital flight among South Vietnamese, according to Pho, “reflected pessimism in the possibility of an 
independent South Vietnam” (766). How much this pessimism prevented a stable government from forming 
in South Vietnam, and whether such distrust was recoverable, however, would be of interest to historians who 
question the inevitability of American defeat in the war. Monetary corruption also lowered the morale of 
Americans during the war. Since the U.S. financially supported South Vietnam, this “billon dollar racket” 
occurred “at the expense of U.S. taxpayers” (775, 766). As public awareness of monetary corruption increased, 
therefore, American domestic support for the war further eroded. 

This work is not without a few shortcomings. For example, the New York Times could not have reported that 
Senator Edward Kennedy criticized the corruption in aid meant for refugees from the Tet Offensive on 26 
January 1968, as the news article Pho references to support this claim is dated, since the attack did not occur 
until four days later. Additionally, while Pho’s evidence rightly leads her to suggest complicity among banks 
in this form of monetary corruption, greater evidence is needed to prove that link. These minor quibbles 
aside, Pho’s work is important and worthy of being read by all historians interested in understanding the 
outcome of the Vietnam War.  
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4 For example, see George C. Herring, “Fighting without Allies: The International Dimensions of America’s 

Defeat in Vietnam,” in Why the North Won the Vietnam War, ed. Marc Jason Gilbert (New York: Palgrave, 2002), 77–
95 and Mark Atwood Lawrence, The Vietnam War: A Concise International History (New York: Oxford University Press, 
2008). 

5 For a recent report investigating corruption in Afghanistan, see Special Inspector General for Afghanistan 
Reconstruction, Corruption in Conflict: Lessons from the U.S. Experience in Afghanistan, September 2016, 
https://www.sigar.mil/pdf/lessonslearned/SI GAR-16-58-LL.pdf (Accessed 12 October 2016).  
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