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DOCUMENT NO. 
AND TYPE

SUBJECT/TITLE DATE RESTRICTION
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[Duplicate inmmplptp rnpyj ^3 pag^s) ca. Q7/1993 Pl.^(l)•0Dib.-memo- 
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pages)
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10/28/1993 Pl/b(l),-P§-

COLLECTION:
Clinton Presidential Records 
NSC Records Management

OA/Box Number: 4124
FOLDER TITLE:

PRD/NSC-36 [1]

20I0-0I90-M
rs465

Presidential Records Act -144 U.S.C. 2204(a)]
RESTRICTION CODES

Freedom of Information Act -15 U.S.C. 552(b)|

PI National Security Classified Information |(a)(l) of the PRA]
P2 Relating to the appointment to Federal office 1(a)(2) of the PRA]
P3 Release would violate a Federal statute 1(a)(3) of the PRA]
P4 Release would disclose trade secrets or confidential commercial or 

financial information ((a)(4) of the PRA]
PS Release would disclose confidential advice between the President 

and his advisors, or between such advisors |a)(5) of the PRA]
P6 Release would constitute a clearly unwarranted invasion of 

personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed 
of gift.

PRM. Personal record misfile defined in accordance with 44 U.S.C. 
2201(3).

RR. Document will be reviewed upon request.

b(l) National security classified information 1(b)(1) of the FOIA] 
b(2) Release would disclose internal personnel rules and practices of 

an agency [(b)(2) of the FOIA]
b(3) Release would violate a Federal statute [(b)(3) of the FOIA] 
b(4) Release would disclose trade secrets or confidential or financial 

information [(b)(4) of the FOIA] ■ 
b(6) Release would constitute a clearly unwarranted invasion of 

personal privacy [(b)(6) of the FOIA] 
b(7) Release would disclose information compiled for law enforcement 

purposes [(b)(7) of the FOIA]
b(8) Release would disclose information concerning the regulation of 

financial institutions [(b)(8) of the FOIA] 
b(9) Release would disclose geological or geophysical information 

concerning wells [(b)(9) of the FOIA]



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

LOG ,9420160' ^
DATE 11 FEB 94 '

SUBJECT: ADDL AGENCY NOTIFICATION 
DOCUMENT CLASSIFICATION: -SECRET—

EXTERNAL DISTRIBUTION:

- POLICY STEERING GRP ON CENTRAL & EASTERN

DATE TIME SIGNATURE

MR. MICHAEL KERR 
DEPARTMENT OF LABOR 
ROOM S-2018
200 CONSTITUTION AVE, NW 
WASHINGTON, DC 20210

COPY: 1

MR. JOHN A. LAUDER 
CENTRAL INTELLIGENCE AGENCY 
EXECUTIVE SECRETARIAT 
ROOM 7E12, HEADQUARTERS 
WASHINGTON, DC 20505

COPY: VIA FAX

MR. AARON WILLIAMS 
AGENCY FOR INTL DEVELOPMENT 
ROOM 5945, NEW STATE 
2201 C STREET, NW 
WASHINGTON, DC 20523

MS. MARY ELLEN CONNELL 
U.S. INFORMATION AGENCY 
ROOM 822, USIA BUILDING 
301 4TH STREET, SW 
WASHINGTON, DC 20547

COPY: VIA FAX

ii:ur 0.
COPY: 1

DECLASSIFIED
E.G. 12958, As Amended, Sec. 3.5 (b) 

White House Guidelines, Aiigust2^ 1997 
By4^ARA,

3^0 ■'OlA.O

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. ROOM 379 OEOB
PAGE 01 OF 01 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

%

LOG 9321452 DATE 29 DEC 93 '

SUBJECT; DC CONCLUSIONS RE PRD-36 ON CENTRAL & EASTERN EUROPE & PRES TRIP TO 
DOCUMENT CLASSIFICATION:-SECfifii-'

EXTERNAL DISTRIBUTION: DATE TIME SIGNATURE

MR. ALBERT GORE, JR 
VICE PRESIDENT 
VIA ROOM 290 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20500

COPY: in

MR. WARREN CHRISTOPHER
DEPT OF STATE
7TH FLOOR
2201 C STREET, NW
WASHINGTON, DC

COPY: iil

MR. LLOYD BENTSEN 
DEPARTMENT OF TREASURY 
VIA EXECUTIVE SECRETARY 
ROOM 3408, MAIN TREASURY 
15TH & PENNSYLVANIA AVE, 
WASHINGTON, DC 20220

COPY: m

NW

MR. LES ASPIN 
DEPARTMENT OF DEFENSE 
VIA EXECUTIVE SECRETARY 
ROOM 3E880 
PENTAGON 
WASHINGTON, DC

MR. RONALD H. BROWN 
DEPARTMENT OF COMMERCE 
VIA EXECUTIVE SECRETARIAT 
ROOM 5422
14TH & CONSTITUTION AVE, NW 
WASHINGTON, DC 20230

MR. LEON PANETTA
OFC OF MANAGEMENT & BUDGET
VIA ROOM 238
OLD EXECUTIVE OFC BLDG
WASHINGTON, DC 20503

COPY: #4

10
COPY: #5

COPY: M.

DECLASSIFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White House Guideline.?, August 28,1997 
NARA, Date 11/

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. ROOM 379 OEOB
PAGE 01 OF 02 PAGES



TO: AGENCIES

-60NFIDEN¥^Afr 
NSC/RMO PROFILE

RECORD ID: 9320.736 . 
RECEIVED: 29 JUN 93 10

FROM: LAKE

KEYWORDS: RUSSIA
CZECH REPUBLIC 
HUNGARY

PERSONS:

DOC DATE: 05 JUL 93 
SOURCE REF:

BOSNIA-HERCEGOVINA
POLAND
BULGARIA

SUBJECT: PRD-36 US POLICY TWD CENTRAL & EASTERN EUROPE

ACTION: LAKE SGD PRD 36

STAFF OFFICER: KUPCHAN

FILES: IFR 0 NSCP: PRD0036

DUE DATE: 02 JUL 93 STATUS: C 

LOGREF:

CODES:

DOCUMENT DISTRIBUTION

FOR ACTION FOR CONCURRENCE FOR INFO
BELL
BURNS
CLARKE
CLAUSSEN
FEINBERG
INDYK
ITOH
KRECZKO
KUPCHAN
KYLE
LEARY
MENAN
NSC CHRON
PONEMAN
ROSNER
TENET
WALKER
WARD
WIEDEMANN

COMMENTS:

DISPATCHED BY DATE

OPENED BY: NSWEA CLOSED BY NSBTM

-GGNFfBfiNTOffi

BY HAND W/ATTCH 

DOC 2 OF 2
DEaASSlFIED

E.0.12958, As Amended, Sec. 3.5 (b) 
White House Guidelines, August28„1997 

By4^LNARA, Date,



•eewftflENT^L
ACTION DATA SUMMARY REPORT

RECORD ID: 9320736

DOC ACTION OFFICER

001 LAKE
002

CAP ASSIGNED ACTION REQUIRED

Z 93062919 FOR SIGNATURE 
X 93070615 LAKE SGD PRD 36

DISPATCH DATA SUMMARY REPORT

DOC DATE DISPATCH FOR ACTION

002 930705 GORE, A
002 930705 CHRISTOPHER, W
002 930705 BENTSEN, L
002 930705 ASPIN, L
002 930705 ESPY, M
002 930705 BROWN, R
002 930705 PANETTA, L
002 930705 KANTOR, M
002 930705 WOOLSEY, R
002 930705 TYSON, L
002 930705 POWELL, C
002 930705 ATWOOD, J
002 930705 RUBIN, R
002 930705 BRODY, K
002 930705 LAKE
002 930705 NSC CHRON

DISPATCH FOR INFO

-eOMFIDEMTIAIo
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OTBENWUr
No. P RD 36

COPY ORIGINAL

NATIONAL SECURITY 

COUNCIL 

INFORMATION

Notice
The attached document contains classified National Security Council 
Information. It is to be read and discussed only by persons authorized by 
law.

Your signature acknowledges you are such a person and you promise you 
will show or discuss information contained in the document only with 
persons who are authorized by law to have access to this document.

Persons handling this document acknowledge he or she knows and 
understands the security law relating thereto and will cooperate fully with 
any lawful investigation by the United States Government into any 
unauthorized disclosure of classified information contained herein.

Access List
DATE NAME n DATE NAME

cewTOit-

i

i
i
i
i
i

DECLASSIFIED’
E'.0,12958, .\9-Amen^ed, Sec. 3.5 (b) 

White House Guidelines, /lugust 23,1997 
NARA, DateJln/L^

'2'® lO" ©1^0

i X :

J



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT \

LOG 9320883 
DATE 11 AUG 93

\SUBJECT: CY OF PRD-36 
DOCUMENT CLASSIFICATION: UNCLASSIFIED W/-CONFIDENTIAlTATTACH

iXTERNAL DISTRIBUTION:

MS. MARY ELLEN CONNELL 
U.S. INFORMATION AGENCY 
ROOM 822, USIA BUILDING 
301 4TH STREET, SW 
WASHINGTON, DC 20547

DATE TIME SIGNATURE

COPY: #18

White
DECLASSIFIED 

E.O.13526
hite House Guidelines, Mav 16,2017 
'%jMnARA, Date/^|o^[/^

0-019

DATE , TIME, SIGN THE' RECEIPT AND RETURN TO : NSC SECRE-TARTAT-. ROOM 379 OEOB
PAGE 01 OF 01 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36 - LABOR REQUEST FOR CY
DOCUMENT CLASSIFICATION: UNCLASSIFIED W/ GONPIDBtjTIAL ATTACH

f/iO 36
LOG 9320711 >

DATE 14 JUL 93

EXTERNAL DISTRIBUTION:

MS. KITTY HIGGINS 
DEPARTMENT OF LABOR 
OFFICE OF THE SECRETARY 
ROOM S-2018
200 CONSTITUTION AVE, NW 
WASHINGTON, DC 20210

DATE TIME SIGNATURE

COPY: mn

DECLASSIFIED 
E.O.13526

White House Guidelines, May 16,2017 
Byi2£NARA,Datei2^/o^

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. ROOM 379 OEOB
PAGE 01 OF 01 PAGES



•NATIONAL .SE'CURITY COUNCIL OFFICE DISTRIBUTION LIST
V.

SUBJECT: PRD-36 DATE: 5 JULY 93 LOG NUMBER: 9320736

DOCUMENT CLASSIFICATION: ^-GONFIDDHTIftL

OFFICE

NATIONAL SECURITY ADVISOR 

NSC CHRON COPY 

EXECUTIVE SECRETARY 

RECORDS MANAGEMENT 

INFORMATION POLICY 

LEGAL

INTELLIGENCE PROGRAMS 

RUSSIAN/EURASIAN AFFAIRS 

LEGISLATIVE AFFAIRS 

EUROPEAN AFFAIRS 

NEAR EAST/SOUTH ASIAN AFFAIRS 

ASIAN AFFAIRS 

GLOBAL AFFAIRS 

INTER-AMERICAN AFFAIRS 

INTL ECONOMICS AFFAIRS 

DEFENSE POLICY/ARMS CONTROL 

ENVIRONMENTAL AFFAIRS 

AFRICAN AFFAIRS 

NON PROLIFERATION 

COUNSELOR 

KUPCHAN

COPY

#15

#16

A

B

C

D

F

G

H

I

J

K

L

M

N

0

R

COPY

SENT SIGNATURE

_______

NOTE: ALL NSC OFFICE COPIES DELIVERED BY HAND ON 6 JULY 1993
RETURN TO NSC RECORDS MANAGEMENT, ROOM 379, OEOB

DFAASSIFIED
■ E'.G. 12958, As Amended, Sec. 3.5 (b) 
White House Guidelines, August 28, 1997



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

LOG 9320736 
DATE 05 JUL 93

SUBJECT: PRD-36 
DOCUMENT CLASSIFICATION;

EXTERNAL DISTRIBUTION:

MR. ALBERT GORE, JR 
VICE PRESIDENT 
VIA ROOM 290 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20500

MR. WARREN CHRISTOPHER
DEPT OF STATE
7TH FLOOR
2201 C STREET, NW
WASHINGTON, DC

MR. LLOYD BENTSEN 
DEPARTMENT OF TREASURY 
VIA EXECUTIVE SECRETARY 
ROOM 3408, MAIN TREASURY 
15TH & PENNSYLVANIA AVE, NW 
WASHINGTON, DC 20220

MR. LES ASPIN 
DEPARTMENT OF DEFENSE 
VIA EXECUTIVE SECRETARY 
ROOM 3E880 
PENTAGON 
WASHINGTON, DC

MR. MIKE ESPY 
DEPARTMENT OF AGRICULTURE 
VIA EXECUTIVE SECRETARIAT 
ROOM lOA
WASHINGTON, DC 20250

MR. RONALD H. BROWN 
DEPARTMENT OF COMMERCE 
VIA EXECUTIVE SECRETARIAT 
ROOM 5422
14TH & CONSTITUTION AVE, NW 
WASHINGTON, DC 20230

iDENiiAfi

DATE

ij

TIME SIGNATURE

!X%o
COPY: in

COPY: #2

/■3<

COPY: #3

COPY: i4

COPY:

COP'

DECLASSIFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White House Guidelines, August 28, 1997 
ByJhL_NARA, DateiMfip

t—

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. ROOM 379 OEOB
PAGE 01 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION: ■^’IFIPElfflAL

LOG 9320736 
DATE 05 JUL 93

EXTERNAL DISTRIBUTION:

MR. LEON PANETTA
OFC OF MANAGEMENT & BUDGET
VIA ROOM 238
OLD EXECUTIVE OFC BLDG
WASHINGTON, DC 20503

MR. MICKEY KANTOR 
U.S. TRADE REPRESENTATIVE 
VIA EXECUTIVE SECRETARY 
ROOM 414, WINDER BUILDING 
600 17TH AVE, NW 
WASHINGTON, DC 20560

MR. R. JAMES WOOLSEY 
CENTRAL INTELLIGENCE AGENCY 
VIA EXECUTIVE SECRETARY 
ROOM 7E12, HEADQUARTERS 
WASHINGTON, DC 20505

DR. LAURA D. TYSON 
COUNCIL OF ECONOMIC ADVISORS 
ROOM 314, OEOB 
WASHINGTON, DC 20500

DATE TIME

ft 2-6

uCOPY: m

COPY:

y / /

signatur:

COPY: itl

COPY: #10

l~7~9'b

GENERAL COLIN L. POWELL
JOINT CHIEFS OF STAFF
ROOM 2E873
PENTAGON
DEPT OF DEFENSE
WASHINGTON, DC

MR. J BRIAN ATWOOD 
AGENCY FOR INTL DEVELOPMENT 
VIA EXECUTIVE SECRETARY 
ROOM 5245, NEW STATE 
2201 C STREET, NW 
WASHINGTON, DC 20523

!^b
. COPY: a

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. ROOM 379 OEOB
PAGE 02 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION I'^OWj^IOENTIAL

LOG 9320736 
DATE 05 JUL 93

EXTERNAL DISTRIBUTION:

MR. ROBERT E. RUBIN 
NATL ECONOMIC COUNCIL 
VIA ROOM 231 
OLD EXECUTIVE OFC BLDG 
ATTN: BO CUTTER

MR. KENNETH D. BRODY 
EXPORT-IMPORT BANK 
811 VERMONT AVE, NW 
WASHINGTON, DC 20571

1ST FLOOR, WEST WING 
WHITE HOUSE 
WASHINGTON, DC 20506

NSC CHRON

DATE TIME SIGNATURE

-1 *13 I'.lSI’fl

COPY: #13

COPY: #14

MR. ANTHONY LAKE
%

10
NATL SECURITY COUNCIL

COPY: itll

3
COPY: #16

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. ROOM 379 OEOB
PAGE 03 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

LOG 9320736 
DATE 05 JUL 93

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION:-6QMFTDFNT«tAfe-

EXTERNAL DISTRIBUTION:

MR. ALBERT GORE, JR 
VICE PRESIDENT 
VIA ROOM 290 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20500

MR. WARREN CHRISTOPHER
DEPT OF STATE
7TH FLOOR
2201 C STREET, NW
WASHINGTON, DC

MR. LLOYD BENTSEN 
DEPARTMENT OF TREASURY 
VIA EXECUTIVE SECRETARY 
ROOM 3408, MAIN TREASURY 
15TH & PENNSYLVANIA AVE, NW 
WASHINGTON, DC 20220

MR. LES ASPIN 
DEPARTMENT OF DEFENSE 
VIA EXECUTIVE SECRETARY 
ROOM 3E880 
PENTAGON 
WASHINGTON, DC

MR. MIKE ESPY 
DEPARTMENT OF AGRICULTURE 
VIA EXECUTIVE SECRETARIAT 
ROOM lOA
WASHINGTON, DC 20250

DATE TIME

^66py: M__^

COPY:

COPY:

COPY: #4

COPY: US

MR. RONALD H. BROWN 
DEPARTMENT OF COMMERCE 
VIA EXECUTIVE SECRETARIAT 
ROOM 5422
14TH & CONSTITUTION AVE, NW 
WASHINGTON, DC 20230

COPY: tf6

DECLASSIFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White House Guidelines, August 28, J 997 
By4j^!._NARA, Dateil^^ 1

2 31<) ' fr-

DATE, TIME, SIGN THE RECEIPT AND RETURN'TO: NSC SECRETARIAT; -ROOM-379-OEOB^
PAGE 01 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION: eetff’IPENTTAL

EXTERNAL DISTRIBUTION:

MR. ALBERT GORE, JR 
VICE PRESIDENT 
VIA ROOM 290 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20500

MR. WARREN CHRISTOPHER
DEPT OF STATE
7TH FLOOR
2201 C STREET, NW
WASHINGTON, DC

DATE TIME

LOG 9320736 
DATE 05 JUL 93

SIGNATURE

COPY: in

..COPY: i2

MR. LLOYD BENTSEN 
DEPARTMENT OF TREASURY 
VIA EXECUTIVE SECRETARY 
ROOM 3408, MAIN TREASURY 
15TH & PENNSYLVANIA AVE, NW 
WASHINGTON, DC 20220

MR. LES ASPIN 
DEPARTMENT OF DEFENSE 
VIA EXECUTIVE SECRETARY 
ROOM 3E880 
PENTAGON 
WASHINGTON, DC

MR. MIKE ESPY 
DEPARTMENT OF AGRICULTURE 
VIA EXECUTIVE SECRETARIAT 
ROOM lOA
WASHINGTON, DC 20250

COPY: #3

COPY:

COPY: #5

MR. RONALD H. BROWN 
DEPARTMENT OF COMMERCE 
VIA EXECUTIVE SECRETARIAT 
ROOM 5422
14TH & CONSTITUTION AVE, NW 
WASHINGTON, DC 20230

COPY: ite
DECLASSIFIED

E.0.12958, As Amended, Sec. 3.5 (b) 
White House Guidelines, August 28,1997 

BySL\ ..„NARA, Date
2^ "01^4 - I—

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC^SECRETARIAtT ROOM ^37~9~OEOB
—PAGE 01 OF’'02 PAGES-



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36 
DOCUMENT CLASSIFICATION

LOG 9320736 
DATE 05 JUL 93

EXTERNAL DISTRIBUTION:

MR. ALBERT GORE, JR 
VICE PRESIDENT 
VIA ROOM 290 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20500

DATE TIME SIGNATURE

COPY: #1

MR. WARREN CHRISTOPHER
DEPT OF STATE
7TH FLOOR
2201 C STREET, NW
WASHINGTON, DC

MR. LLOYD BENTSEN 
DEPARTMENT OF TREASURY 
VIA EXECUTIVE SECRETARY 
ROOM 3408, MAIN TREASURY 
15TH & PENNSYLVANIA AVE, NW 
WASHINGTON, DC 20220

COPY:

MR. LES ASPIN 
DEPARTMENT OF DEFENSE 
VIA EXECUTIVE SECRETARY 
ROOM 3E880 
PENTAGON 
WASHINGTON, DC

COPY: #4

MR. MIKE ESPY 
DEPARTMENT OF AGRICULTURE 
VIA EXECUTIVE SECRETARIAT 
ROOM lOA
WASHINGTON, DC 20250

COPY: #5

MR. RONALD H. BROWN 
DEPARTMENT OF COMMERCE 
VIA EXECUTIVE SECRETARIAT 
ROOM 5422
14TH & CONSTITUTION AVE, NW 
WASHINGTON, DC 20230

COPY: M-

^ A ^ /7 E.0.1295^S)nfnSec. 3.5(b)

// 'B /y^ White House Guidelines, August 28-1997
ByJhi_NARA,DateJl/y<i^

^ ( I2\z' " Of-r

DATE, TIME, SIGN THE RECEIPT AND RETURNrTp-rNSC -SECRETARIAT. ROOM 379 OE01T~
" PAGE 01 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36 
DOCUMENT CLASSIFICATION:-

EXTERNAL DISTRIBUTION:

MR. ALBERT GORE, JR 
VICE PRESIDENT 
VIA ROOM 290 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20500

LOG 9320736 
DATE 05 JUL 93

^hbcnttbt:

DATE TIME SIGNATURE

COPY: iLL

MR. WARREN CHRISTOPHER
DEPT OF STATE
7TH FLOOR
2201 C STREET, NW
WASHINGTON, DC

MR. LLOYD BENTSEN 
DEPARTMENT OF TREASURY 
VIA EXECUTIVE SECRETARY 
ROOM 3408, MAIN TREASURY 
15TH & PENNSYLVANIA AVE, NW 
WASHINGTON, DC 20220

MR. LES ASPIN 
DEPARTMENT OF DEFENSE 
VIA EXECUTIVE SECRETARY 
ROOM 3E880 
PENTAGON 
WASHINGTON, DC

MR. MIKE ESPY 
DEPARTMENT OF AGRICULTURE 
VIA EXECUTIVE SECRETARIAT 
ROOM lOA
WASHINGTON, DC 20250

MR. RONALD H. BROWN 
DEPARTMENT OF COMMERCE 
VIA EXECUTIVE SECRETARIAT 
ROOM 5422
14TH & CONSTITUTION AVE, NW 
WASHINGTON, DC 20230

l-'cl L-

COPY: i3

0 7 JUL 1993 //p/s

Stc !>f Corrt Nr. X6198J
COP.Y#4

COPY:

COPY: #6

DECLASSIFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White House Guideiines, August 28» 1997 
By4lljN ARA, Datel2/lfc ^

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARTAT.^RQ0M^379^0E0B
' -"PAGE~0i-0F'^02^PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36 ''
DOCUMENT CLASSIFICATION: CONP-IBEN¥IAL

LOG 9320736 
DATE 05 JUL 93

EXTERNAL DISTRIBUTION:

MR. LEON PANETTA
OFC OF MANAGEMENT & BUDGET
VIA ROOM 238
OLD EXECUTIVE OFC BLDG
WASHINGTON, DC 20503

DATE

1 hh^
TIME SIGNATURE

iCOPY: il

MR. MICKEY KANTOR 
U.S. TRADE REPRESENTATIVE 
VIA EXECUTIVE SECRETARY 
ROOM 414, WINDER BUILDING 
600 17TH AVE, NW 
WASHINGTON, DC 20560

MR. R. JAMES WOOLSEY 
CENTRAL INTELLIGENCE AGENCY 
VIA EXECUTIVE SECRETARY 
ROOM 7E12, HEADQUARTERS 
WASHINGTON, DC 20505

DR. LAURA D. TYSON 
COUNCIL OF ECONOMIC ADVISORS 
ROOM 314, OEOB 
WASHINGTON, DC 20500

GENERAL COLIN L. POWELL
JOINT CHIEFS OF STAFF
ROOM 2E873
PENTAGON
DEPT OF DEFENSE
WASHINGTON, DC

MR. J BRIAN ATWOOD 
AGENCY FOR INTL DEVELOPMENT 
VIA EXECUTIVE SECRETARY 
ROOM 5245, NEW STATE 
2201 C STREET, NW 
WASHINGTON, DC 20523

COPY: m

COPY:

COPY: #10

COPY: #11

COPY: #12

DATE, TIME, SIGN THE RECEIPT AND (RETURN TO.:-NSC-SECRE-T-AR-I-A-T-.-RGOM-37-9-OEOB '
^ PAGE 02 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36 
DOCUMENT CLASSIFICATION:

EXTERNAL DISTRIBUTION:

LOG 9320736' 
DATE 05 JUL 93

DATE TIME SIGNATURE

MR. LEON PANETTA
OFC OF MANAGEMENT & BUDGET
VIA ROOM 238
OLD EXECUTIVE OFC BLDG
WASHINGTON, DC 20503

MR. MICKEY KANTOR 
U.S. TRADE REPRESENTATIVE 
VIA EXECUTIVE SECRETARY 
ROOM 414, WINDER BUILDING 
600 17TH AVE, NW 
WASHINGTON, DC 20560

MR. R. JAMES WOOLSEY 
CENTRAL INTELLIGENCE AGENCY 
VIA EXECUTIVE SECRETARY 
ROOM 7E12, HEADQUARTERS 
WASHINGTON, DC 20505

DR. LAURA D. TYSON 
COUNCIL OF ECONOMIC ADVISORS 
ROOM 314, OEOB 
WASHINGTON, DC 20500

COPY: in

COPY:

(/

,COPY": ^

COPY: ilQ_

GENERAL COLIN L. POWELL
JOINT CHIEFS OF STAFF
ROOM 2E873
PENTAGON
DEPT OF DEFENSE
WASHINGTON, DC

MR. J BRIAN ATWOOD 
AGENCY FOR INTL DEVELOPMENT 
VIA EXECUTIVE SECRETARY 
ROOM 5245, NEW STATE 
2201 C STREET, NW 
WASHINGTON, DC 20523

COPY: #11

COPY: #12

DATE, TIME, SIGN THE RECEIPT AND RETURNfTO: NSC SECRETARIA^T. ROOM 379-OEOB-^
'------ "PAGE~02 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

LOG 9320736 
DATE 05 JUL 93

SUBJECT: PRD-36 ____
DOCUMENT CLASSIFICATION: CONPMEWrraT^

EXTERNAL DISTRIBUTION:

MR. LEON PANETTA
OFC OF MANAGEMENT & BUDGET
VIA ROOM 238
OLD EXECUTIVE OFC BLDG
WASHINGTON, DC 20503

DATE TIME SIGNATURE

COPY: U7

MR. MICKEY KANTOR 
U.S. TRADE REPRESENTATIVE 
VIA EXECUTIVE SECRETARY 
ROOM 414, WINDER BUILDING 
600 17TH AVE, NW 
WASHINGTON, DC 20560

MR. R. JAMES WOOLSEY 
CENTRAL INTELLIGENCE AGENCY 
VIA EXECUTIVE SECRETARY 
ROOM 7E12, HEADQUARTERS 
WASHINGTON, DC 20505

DR. LAURA D. TYSON 
COUNCIL OF ECONOMIC ADVISORS 
ROOM 314, OEOB 
WASHINGTON, DC 20500

COPY: M.

COPY:

y

COPY: #10

GENERAL COLIN L. POWELL
JOINT CHIEFS OF STAFF
ROOM 2E873
PENTAGON
DEPT OF DEFENSE
WASHINGTON, DC

MR. J BRIAN ATWOOD 
AGENCY FOR INTL DEVELOPMENT 
VIA EXECUTIVE SECRETARY 
ROOM 5245, NEW STATE 
2201 C STREET, NW 
WASHINGTON, DC 20523

COPY: #11

COPY: #12

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. -ROOM.-379 OEOB -
PAGE 02 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION: OONPfDEtfflAt.

EXTERNAL DISTRIBUTION:

MR. LEON PANETTA 
OFC OF MANAGEMENT & BUDGET 
VIA ROOM 238 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20503

LOG 9320736 
DATE 05 JUL 93

DATE TIME SIGNATURE

COPY: il.

MR. MICKEY KANTOR 
U.S. TRADE REPRESENTATIVE 
VIA EXECUTIVE SECRETARY 
ROOM 414, WINDER BUILDING 
600 17TH AVE, NW 
WASHINGTON, DC 20560

MR. R. JAMES WOOLSEY 
CENTRAL INTELLIGENCE AGENCY 
VIA EXECUTIVE SECRETARY 
ROOM 7E12, HEADQUARTERS 
WASHINGTON, DC 20505

DR. LAURA D. TYSON 
COUNCIL OF ECONOMIC ADVISORS 
ROOM 314, OEOB 
WASHINGTON, DC 20500

GENERAL COLIN L. POWELL
JOINT CHIEFS OF STAFF
ROOM 2E873
PENTAGON
DEPT OF DEFENSE
WASHINGTON, DC

MR. J BRIAN ATWOOD 
AGENCY FOR INTL DEVELOPMENT 
VIA EXECUTIVE SECRETARY 
ROOM 5245, NEW STATE 
2201 C STREET, NW 
WASHINGTON, DC 20523

COPY: m

COPY: #9

COPY: #10

COPY: #11

COPY: #12

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT. ROOM_379 OEOB
PAGE 02 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION: CONr.IDBN¥IA]

EXTERNAL DISTRIBUTION:

MR. LEON PANETTA
OFC OF MANAGEMENT & BUDGET
VIA ROOM 238
OLD EXECUTIVE OFC BLDG
WASHINGTON, DC 20503

LOG 9320736 
DATE 05 JUL 93

DATE TIME SIGNATURE

COPY: in

MR. MICKEY KANTOR 
U.S. TRADE REPRESENTATIVE 
VIA EXECUTIVE SECRETARY 
ROOM 414, WINDER BUILDING 
600 17TH AVE, NW 
WASHINGTON, DC 20560

MR. R. JAMES WOOLSEY 
CENTRAL INTELLIGENCE AGENCY 
VIA EXECUTIVE SECRETARY 
ROOM 7E12, HEADQUARTERS 
WASHINGTON, DC 20505

DR. LAURA D. TYSON 
COUNCIL OF ECONOMIC ADVISORS 
ROOM 314, OEOB 
WASHINGTON, DC 20500

GENERAL COLIN L. POWELL
JOINT CHIEFS OF STAFF
ROOM 2E873
PENTAGON
DEPT OF DEFENSE
WASHINGTON, DC

MR. J BRIAN ATWOOD 
AGENCY FOR INTL DEVELOPMENT 
VIA EXECUTIVE SECRETARY 
ROOM 5245, NEW STATE 
2201 C STREET, NW 
WASHINGTON, DC 20523

COPY: M.

COPY: #9

COPY: tflO

COPY: Ml

/ COPY: #12

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETAR-I-AT~v-RGGM-379-OEOB
PAGE 02 OF 02 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION: -ffftNfH^nFMTTAir

LOG 9320736 ‘
DATE 05 JUL 93

EXTERNAL DISTRIBUTION:

MR. ROBERT E. RUBIN 
NATL ECONOMIC COUNCIL 
VIA ROOM 231 
OLD EXECUTIVE OFC BLDG 
ATTN: BO CUTTER

MR. KENNETH D. BRODY 
EXPORT-IMPORT BANK 
811 VERMONT AVE, NW 
WASHINGTON, DC 20571

DATE TIME SIGNATURE

COPY: #13

COPY: ilk.

MR. ANTHONY LAKE 
NATL SECURITY COUNCIL 
1ST FLOOR, WEST WING 
WHITE HOUSE 
WASHINGTON, DC 20506

NSC CHRON

COPY: #15

COPY: il6

DATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC SECRETARIAT; ROOM~379-OEOB
' ------------------ PAGE-0 3-OF-02^PAGES'



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

LOG 9320736 '
DATE 05 JUL 93

SUBJECT: PRD-36
DOCUMENT CLASSIFICATION: CONFIDT?WTT^

EXTERNAL DISTRIBUTION:

MR. ROBERT E. RUBIN 
NATL ECONOMIC COUNCIL 
VIA ROOM 231 
OLD EXECUTIVE OFC BLDG 
ATTN: BO CUTTER

MR. KENNETH D. BRODY 
EXPORT-IMPORT BANK 
811 VERMONT AVE, NW 
WASHINGTON, DC 20571

DATE TIME SIGNATURE

COPY: tfl3

/COPY: #14

MR. ANTHONY LAKE 
NATL SECURITY COUNCIL 
1ST FLOOR, WEST WING 
WHITE HOUSE 
WASHINGTON, DC 20506

COPY: ins

NSC CHRON

COPY: #16

7

LDATE, TIME, SIGN THE RECEIPT AND RETURN TO: NSC~SECRETART-AT-.-ROOM 379'OEOB
PAGE 03 OF'^)2 PAGES



NATIONAL SECURITY COUNCIL 
DISTRIBUTION RECEIPT

SUBJECT: PRD-36 .
DOCUMENT CLASSIFICATION: CQMFIDEN^^ffi* 

EXTERNAL DISTRIBUTION: DATE

MR. ALBERT GORE, JR 
VICE PRESIDENT 
VIA ROOM 290 
OLD EXECUTIVE OFC BLDG 
WASHINGTON, DC 20500

LOG 9320736 
DATE 05 JUL 93

MR. WARREN CHRISTOPHER
DEPT OF STATE
7TH FLOOR
2201 C STREET, NW
WASHINGTON, DC

MR. LLOYD BENTSEN 
DEPARTMENT OF TREASURY 
VIA EXECUTIVE SECRETARY 
ROOM 3408, MAIN TREASURY 
15TH & PENNSYLVANIA AVE, NW 
WASHINGTON, DC 20220

MR. LES ASPIN 
DEPARTMENT OF DEFENSE 
VIA EXECUTIVE SECRETARY 
ROOM 3E880 
PENTAGON 
WASHINGTON, DC

MR. MIKE ESPY 
DEPARTMENT OF AGRICULTURE 
VIA EXECUTIVE SECRETARIAT 
ROOM lOA
WASHINGTON, DC 20250

MR. RONALD H. BROWN 
DEPARTMENT OF COMMERCE 
VIA EXECUTIVE SECRETARIAT 
ROOM 5422
14TH & CONSTITUTION AVE, NW 
WASHINGTON, DC 20230

TIME SIGNATURE

COPY: in

COPY: U2

COPY: H3

COPY: tf4

COPY:

COPY: ae

DEaASSIFIED
E.a 12958, As Ar :c;;ded, Sec. 3.5 (b) 

White Hoiise Guideline;!, Aigust 28,1997 
By/lV^L INARA,

DATE, TIME, SIGN THE RECEIPT AND RETURN TO:f NSC SECRETARIAT, ROOM'37-9 JPEOB
---------------- PAGToI of 02 PAGES



National Security Council 
The White House

PROOFED BY:

URGENT NOT PROOFED:. 

BYPASSED WW DESK: _

SEQUENCE TO

LOG#

SYSTEM

DOCLO

RS <Z^^"-^^NT 

K AJO

HAS SEEN DISPOSITION

DepExecSec 

ExecSec 

Staff Director 

D/APNSA 

APNSA

Situation Room

West Wing Desk 

NSC Secretariat

N = No Further ActionD = Dispatch R = RetainI = InformationA = Action

OtherMcLarty

6 05 Should be seen by:.
(DateTTime)

COMMENTS:

I

DISPATCH INSTRUCTIONS:



Iked
National Security Council 

The White House

lAJ

PROOFED BY: 4^
[L^

URGENT NOT PROOFED: _ 

BYPASSED WWDESK:__

DepExecSec 

ExecSec 

Staff Director 

D/APNSA 

APNSA

Situation Room 

West Wing Desk 

NSC Secretariat

SEQUENCE TO

—^-----------

LOG# 

SYSTEM 

DOCLOG

PRS INT

A/0

•HAS SEEN

Ml
DISPOSITION

A,
Sec Advisor 

tias seen —

A = Action 
/

1 = Information D = Dispatch R = Retain N = No Further Action

\ /
cc; McLarty Other.

Should be seen by:___

DISPATCH INSTRUCTIONS:

(Date/Time)

4^-'



National Security Council 
The White House

PROOFED BY: LOG#

URGENT NOT PROOFED: _ 

BYPASSED DESK:__

DepExecSec 

ExecSec 

Staff Director 

D/APNSA 

APNSA 

Situation Room 

West Wing Desk 

NSC Secretariat

SEQUENCE TO

SYSTEM

DOCLOG.

PRS NSC 

______  A/0

INT

HAS SEEN DISPOSITION

A = Action I = information D = Dispatch R = Retain N = No Further Action

cc; McLarty Other,

Should be seen by:___
(Date/Time)

COMMENTS:

DISP/yiCH INSTRUCTIONS: .



r .

20736
NATIONAL SECURITY COUNCIL

WASHINGTON, D.C. 20506

June 29, 1993

ACTION, ■

MEMORANDUM FOR ANTHONY LAKE J 

THROUGH: - ' JENONNE WALKER^

FROM: CHARLES KUPCHAN

SUBJECT: PRD/NSC on U.S. Policy Toward Central and Eastern 
Europe

Attached at Tab I is a -dra^t PRD/NSC to initiate the interagency 
review of U.S. policy toward Central and Eastern Europe. This 
PRD has been coordinated with the NEC and with other offices in 
the NSC. It has also been circulated informally within the State 
Department. Other agencies are aware of its preparation. We 
would like a final decision paper not later than August 13, 1993.

Concurrences by: Barry Lowenkron, Nick Burns, Mike Froman
Helen Walsh, Beth Banner, Anne Witkowsky, Ernest Wilson

RECOMMENDATION

That you sign the Memorandum to Agencies at Tab I.

Approve ______ Disapprove 

manT^

Attachment
Tab I -Drarft PRD Memorandum to Agencies

/ T .. ‘

^ONFT'DENTIAEj.;' 
DecTassify on:

DEaASSIFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White House Gi!idei',rics., August 28,1997 
Byi^LJN ARA, Date
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THE WHITE HOUSE

WASHINGTON
July 5, 1993

PRESIDENTIAL REVIEW DIRECTIVE/NSC-36

20736

MEMORANDUM FOR THE VICE PRESIDENT
THE SECRETARY OF STATE 
THE SECRETARY 
THE SECRETARY 
THE SECRETARY 
THE SECRETARY

OF
OF
OF
OF

THE TREASURY 
DEFENSE 
AGRICULTURE 
COMMERCE

DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET 
UNITED STATES TRADE REPRESENTATIVE 
DIRECTOR OF CENTRAL INTELLIGENCE 
CHAIR, COUNCIL OF ECONOMIC ADVISERS 
THE CHAIRMAN, JOINT CHIEFS OF STAFF 
ADMINISTRATOR, AGENCY FOR INTERNATIONAL 

DEVELOPMENT
ASSISTANT TO THE PRESIDENT FOR ECONOMIC POLICY 
PRESIDENT, EXPORT-IMPORT BANK

SUBJECT: U.S. Policy Toward Central and Eastern Europe

OBJECTIVE

The objective of this review is to develop agreed goals and 
strategies to guide our policies toward Central and Eastern 
Europe (CEE). The SEED program continues to provide economic and 
technical assistance to the region, and the NACC, CSCE and 
bilateral military contacts have led to increasing cooperation on 
security issues. But the Balkan war and our increased efforts to 
provide large-scale assistance to Russia have distracted 
attention from CEE. Accordingly, our main policy initiatives and 
the assumptions on which they are based need to be reevaluated. 
These initiatives and assumptions may still be relevant. But it 
is time to take stock of our assistance program, trade policies, 
and our security relationships with the countries of CEE to 
determine whether this administration is doing all it can to 
promote and solidify the region's political and economic 
transformation.

BACKGROUND

The U.S. has a major stake in the success of reform in CEE. The 
consolidation of a market-oriented, democratic zone in the center 
rof Europe and the extension of Western values and institutions 
eastward are essential to building a post-Cold War Europe 
characterized by stability and prosperity. Western Europe's 
economic future and its efforts to move toward increased 
political integration grow increasingly tied to developments in 
CEE. So too does the success of reform efforts in the region, by 
serving as an example and by creating opportunities for 
increasing economic and security links between CEE and the NIS,

CONFIf)ffl‘JTIAL- 
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eONF-IDEMTI-AL mmm.promote political reform and economic recovery in the former 
Soviet Union.

Nationalism and ethnic tensions in CEE also have important 
implications for U.S. objectives in Europe. As the ongoing 
conflict in the Balkans has shown, ethnic conflict, even if it 
does not directly engage the vital strategic interests of the 
U.S. or its European allies, poses a significant threat to 
European stability. Events in the Balkans also have an impact on 
our policies toward and interests in the Eastern Mediterranean 
and Middle East. Such conflicts need to be prevented or, if they 
erupt, contained because of the potential for large refugee flows 
or even a spill-over of fighting, because they challenge the 
efficacy and cohesion of Western security institutions, and 
because they hold the potential to ignite ethnic tensions in 
other areas of CEE and the NIS. Although not a direct product of 
political instability or economic duress, many of the aggressive 
strains of nationalism and intolerant attitudes that trigger 
ethnic violence propagate under conditions of social 
dislocation -- conditions now prevalent in much of CEE. We need 
to draw lessons from the Balkan conflict to help ensure that 
similar problems do not emerge elsewhere. pSJ

The end of the Cold War and the revolutions that accompanied it 
have created a political vacuum in CEE. American leadership is 
needed to ensure that this vacuum is filled by values, economic 
practices and systems of governance compatible with, not hostile 
to, fundamental Western interests. The eastward spread of market 
economy and democratic government would further movement toward a 
united and peaceful Europe and lead to transatlantic economic 
relations reinvigorated by the markets of CEE and the NIS. In 
contrast, instability and backsliding toward authoritarian 
government could bring the return of a divided Europe, dash hopes 
of tapping new economic opportunities and undermine confidence 
among our West European allies and economic partners.

ASSESSMENT AND POLICY OPTIONS

The transition to market-oriented democracy in much of CEE has 
gone remarkably well. The Czech Republic, Poland, Hungary and 
Estonia have made the most progress. Although political and 
economic hurdles remain, significant backsliding appears unlikely 
in these four countries. Bulgaria, Slovenia, Lithuania and 
Latvia have also made significant progress, but they continue to 
face difficulties. Slovakia and Romania have taken a more 
incremental approach to economic reform and political 
liberalization. Albania, although it has enjoyed notable success 
in building democratic institutions, must work with a primitive 
economy that lacks even basic infrastructure. In most areas of 
the former Yugoslavia, political and economic reform has been put 
on hold by the on-going fighting and UN sanctions.

How is the reform process likely to evolve in the next 2-3 years? 
Are electorates growing weary and impatient because of the 
sacrifices entailed in adjustment efforts? Has reform begun to 
stall -- even in countries such as Poland and the Czech Republic?

CONriDDNTIfrL
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What are the macroeconomic situation and economic outlook for the 
region? For each country, what is the status of private sector 
development, financial sector restructuring and trade and capital 
flows?

I■ American Engagement in Central and Eastern Europe

Concerned that the U.S. is preoccupied with its domestic agenda 
and with its relationships with Western Europe and Russia, the 
countries of CEE seek assurance that the Clinton Administration 
will remain fully engaged in the region. Strong ties to the U.S. 
provide not only the prospect of tangible cooperation on economic 
and security issues, but they are also of considerable political 
importance. As CEE states seek new identities and bases of 
legitimacy, a visible U.S. presence carries great symbolic 
weight.

How can the U.S., especially when the resources available for 
direct assistance are constrained, make better use of its 
goodwill and moral authority in the region? Should more high- 
level contacts be established to make clear the U.S. commitment 
and give states in the region a greater sense of belonging in the 
West? What vestiges of obsolete Cold War legislation, 
regulation, and administrative policy need to be removed? What 
other activities and contacts can we initiate in order to deepen 
the region's integration into and identity with the West?

II. U.S. Assistance Programs

Spending Levels; Because of resource constraints, funding for 
SEED programs is likely to remain at an annual level of $400 
million. Unless any agency can make a compelling case for 
substantial increases in overall assistance levels, we must focus 
instead on whether we can make better use of currently available 
resources.

Geographic Priorities: The vast majority of our assistance
funding has been directed toward the Visegrad countries. Through 
FY '92, Poland, Hungary and the Czech and Slovak Republics 
received over $5 billion in aid (including debt reduction). In 
contrast, Bulgaria, Romania, Albania and Yugoslavia received 
roughly $430 million and the Baltics $144 million. Does the 
Northern Tier, either for geopolitical reasons or because of the 
prospects for successful reform, deserve this priority? Should 
we continue to concentrate our resources in the Visegrad 
countries? Or should we speed up the process -- already underway 
--of diverting resources to southeastern Europe, where the 
challenge of economic and political reform has been complicated 
by events in the Balkans? How can we prevent the emergence of 
geographic pockets of political and economic instability?
Should we establish enterprise funds for the Baltics and Romania? 
More generally, can we devise abstract standards to determine 
when a country's transition to market democracy has been 
successful enough to warrant a diversion of assistance to more 
needy recipients?

-OTTOfflAU
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Aid Strategy: The U.S. assistance program has had three main
objectives: restructuring national economies, building
democratic institutions and improving the quality of life. 
Predicated on the assumption that a healthy market economy 
provides a foundation for stable democracy and civil society, the 
largest share of our resources has been devoted to economic 
restructuring and private-sector development through the 
establishment of enterprise funds. In all countries in which 
enterprise funds have been created, these funds represent the 
largest activity in the U.S. assistance portfolio.

Should economic restructuring and privatization continue to serve 
as the top priority of our programs or should we begin to shift 
resources toward other objectives? In countries such as the 
Czech Republic and Poland where the private sector has begun to 
flourish, does it make sense to think about second-generation 
programs that might direct more resources toward building a 
democratic society -- such as reforming the public sector, 
strengthening local government and developing social welfare 
initiatives? In light of the relatively low cost of initiatives 
aimed at strengthening democratic institutions and values, might 
it be possible to achieve a significant increase in our 
activities aimed at promoting civil society at only a marginal 
cost to our activities aimed at economic reform? Would such a 
trade-off, even if small, be justifiable?

If we decide to devote more resources and energy to building 
democracy and civil society, what instruments would be most 
effective? How can we effect constitutional and parliamentary 
reforms needed to improve the functioning of democratic 
institutions? What steps can be taken to strengthen an 
independent media and enrich public debate? In what form and on 
what scale should surrogate broadcasting be continued? Can 
educational initiatives be used to spread participatory values 
and encourage civic as opposed to ethnic national identities? 
Should we increase educational exchanges and establish other 
institutions similar to the American University in Bulgaria? 
Should we help cultivate a legal community capable of challenging 
government action, defending minority populations and prosecuting 
violations of human rights? Especially during periods of 
economic^duress, what can be done to dampen aggressive strains of 
nationalism? Should our assistance programs be more 
conditional -- that is, more dependent on demonstrated progress 
on media reform, political liberalization, and human rights?

Environmental Programs: The U.S. continues to fund environmental
programs as part of the CEE assistance package. These programs 
focus on reforming the relevant legal and regulatory codes, 
improving the effectiveness of public sector initiatives and 
helping the private sector play a larger role in environmental 
management. What bilateral and multilateral mechanisms have been 
most effective in addressing global, regional and local problems? 
What can be done to enhance nuclear safety? How can U.S. 
environmental programs be improved upon? Because of the expense 
of environmental cleanup, can we encourage international

-eemNm
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financial institutions and multilateral organizations to play a 
bigger role?

Public/Private and U.S.-EC Coordination: A wide array of public
and private actors is involved in assisting reform in CEE. A 
public/private partnership is a critical element of our 
assistance program, both because of the constraints on public 
funds available for foreign assistance and because private firms 
help nurture a new class of skilled entrepreneurs. Can this 
partnership be improved upon? What steps - - such as tax credits 
and investment guarantees in this country or legal reform and 
bureaucratic streamlining in the target country -- will increase 
private U.S. investment in and assistance to CEE? Can we do more 
to combine federal funds with the resources of universities, 
think tanks, NGO's, American ethnic groups and state and local 
governments? How can we promote grass-roots programs (PVO 
assistance, religious missions, sister cities, etc.) to 
complement and follow on governmental programs?

International assistance to CEE is coordinated through the G-24. 
Is the coordination process working adequately? Can this process 
be improved upon without creating another unwieldy bureaucracy? 
How can national programs be better coordinated with the efforts 
of the IMF, World Bank and EBRD? Is there unnecessary overlap 
among national programs, the initiatives of international 
institutions and the efforts of the private sector? Would it 
make sense for the U.S. and the EC to support trans-national 
capital projects in the region?

III. Trade

Enhancing Trade: "Trade not aid" continues to be a guiding
principle for many CEE countries. The collapse of the Soviet ^ 
bloc trading system and the inadequate opening of Western markets 
have exacerbated the economic burden associated with 
privatization and restructuring. The natural market for CEE lies 
in Western Europe, but the EC has placed restrictions on 
agricultural imports and on other import sectors in which CEE 
countries enjoy a comparative advantage.

What can be done to speed the integration of CEE into the Western 
trading system? What steps can the U.S. take to encourage the EC 
to provide greater access to CEE goods? How can we balance our 
interests in closer EC-CEE ties with our interests in ensuring 
U.S. access to CEE markets? What steps can be taken to increase 
access to our own markets and to enhance U.S. investment in and 
exports to the region? What type of trade-expanding arrangements 
should we pursue with Central Europe? Should we devote serious 
attention to the notion of triangular trade -- that CEE goods and 
services be used in assistance programs in the former Soviet 
Union? How can we encourage greater economic integration within 
CEE?

Trade Disputes: Association agreements between CEE countries and
the EC have the potential to disadvantage U.S. firms -- and have 
already done so in Poland. Discussions with the Poles have thus
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far produced few results. We also need to address outstanding 
disputes over intellectual property rights and to consider how 
U.S. trade actions under the anti-dumping and countervailing duty 
laws affect our overall trade relationship. What sources of 
pressure should be brought to bear to resolve these issues?
Should we put more pressure on the EC to avoid discriminatory 
trade agreements with CEE and the NIS? If so, to what extent 
should these concerns be allowed to affect bilateral U.S.-EC 
trade issues?

IV. Security Arrangements and Ties to the West

In the near term, the chief threat to security and stability in 
CEE stems from the economic and political challenges associated 
with domestic reform, not from the potential for inter-state 
aggression. Nevertheless, countries in the region share a 
pervasive sense of living in a "security vacuum." Such perceived 
vulnerability can undermine democrats and reformers while 
strengthening the position of demagogues and conservative 
nationalists.

Most governments and political elites in the region want a clear 
security guarantee from the West, ideally through NATO 
membership. Our policy thus far has been to assert that NATO 
enlargement is a question for tomorrow, not today. In the 
meantime, we are seeking to broaden and deepen our security 
relations with the region -- bilaterally through military 
contacts and exchanges and multilaterally through the NACC and 
CSCE,

In light of the potentially difficult and dangerous challenges 
that still lie before many CEE states, should we begin to plan 
now for eventual incorporation into NATO of some or all of them? 
Should we explicitly hold out the prospect of eventual 
membership? If so, should we develop criteria and timetables? 
What effects would such steps toward expansion have on NATO's 
credibility and unity, on the security environment in CEE and on 
Russia?

How would we like to see the NACC, CSCE, other regional 
organizations such as Visegrad or the WEU's Forum for Cooperation 
and our own bilateral security relations with CEE states evolve? 
What concrete steps can we take to move the NACC beyond 
conferences and seminars to practical cooperation, especially in 
peacekeeping? Should we encourage the Central Europeans to 
strengthen the Visegrad process? What, if any, position do we 
want to take about CEE relations with the WEU? Should anything 
be done now about eventual CEE membership in the WEU? What might 
be the relationship between NATO and one or more regional 
security groupings in CEE? Can or should we enter into 
commitments to consult on security issues (something akin to 
Article IV of the NATO Charter) and, if so, with whom and in what 
forum and context? '(Q^
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Is there a trade-off between expanding bilateral military 
relations and giving the NACC or other multilateral fora more 
meaningful roles? What other cooperative initiatives will 
increase contact between military personnel in CEE and their 
Western counterparts -- and help build a shared sense of purpose 
and mission? What is the scope for expanding intelligence 
exchanges?

V. Conflict Prevention/Crisis Management

The volatile mix of political, economic and demographic 
conditions that sparked ethnic conflict in the former Yugoslavia 
fortunately is not precisely replicated elsewhere in CEE. 
Nevertheless, dealing with ethnic tensions within existing states 
and coping with rising nationalist sentiments will be key 
challenges for U.S. policy. Perhaps, the most difficult and 
important set of policy issues toward the region relates to what 
outside governments, including the U.S., can legitimately and 
usefully do to ease tensions within states and keep them from 
turning violent.

Initiatives that contribute to democracy-building and economic 
growth can help, including bilateral as well as multilateral 
economic, political and military-to-military programs. CEE 
governments, at least in theory, have also given regional 
organizations exceptional authority over how states treat their 
own citizens and rights of engagement in settling domestic 
disputes. We should address how to enhance the authority and 
strengthen the rights of these regional organizations.

What can be done to enhance multilateral surveillance of and 
member-state adherence to CSCE human rights commitments? How can 
we develop the conflict prevention/crisis management potential of 
CSCE's mission of long duration? Do we want to make a regular 
part of Europe's political landscape third party involvement in 
disputes between or within states and, if so, how should we 
proceed? Can or should the U.S. contribute to the Council of 
Europe's work in democratic standard-setting and education? What 
measures should we develop to counter nationalist propaganda and 
prevent the intensification of ethnic tensions? Should the U.S. 
be willing to participate in preventive military deployments 
(e.g., during a dispute settlement procedure) as well as in 
peacekeeping in CEE and, if so, how should we organize and 
otherwise prepare for these tasks? If the U.S. does not want to 
participate in such operations, can or should we encourage 
European states to do so on their own? What would be the 
consequences for NATO? Should there be multilaterally-agreed 
standards for addressing claims of statehood?

TASKING

The Assistant Secretary of State for European and Canadian 
Affairs will convene an Interagency Working Group, task specific 
drafting responsibilities and set deadlines for drafts. 
Differences of opinion should be clearly stated rather than 
compromised for the sake of an agreed product.

■'C-ONB-TDEN-T-TAfr- -ffllTOWt
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A final decision paper is due to the NSC Executive Secretary not 
later than August 13, 1993.

Anthony Lake
Assistant to the President for 

National Security Affairs
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SUBJECT: U.S. Polici\ Toward Central and Eastern Europe

OBJECTIVE

The objective of this 
strategies to guide ou 
Europe (CEE) . The SEED' 
technical assistance to 
bilateral military cont 
security issues. But t 
provide large-scale assi

eview is to develop agreed goals and 
policies toward Central and Eastern 
program continues to provide economic and 
the region, and the NACC, CSCE and 
ts have led to increasing cooperation on 
Balkan war and our increased efforts to 

to Russia have distracteditance
attention from CEE. Accordingly, our main policy initiatives and 
the assumptions on which fthey are based need to be reevaluated. 
These initiatives and assumptions may still be relevant. But it

assistance program, trade policies, 
with the countries of CEE to 

stration is doing all it can to 
's political and economicon

is time to take stock of o 
and our security relationshYps 
determine whether this admi 
promote and solidify the reg 
transformation.

BACKGROUND

The U.S. has a major stake in tAe success of reform in CEE. The 
consolidation of a market-orienteed, democratic zone in the center 
of Europe and the extension of W^tern values and institutionsWe)^
eastward are essential to building^ a 
characterized by stability and pro 
economic future and its efforts to 
political integration grow increasi 
CEE. So too does the success of ref 
serving as an example and by creatin 
increasing economic and security link

post-Cold War Europe 
perity. Western Europe's 

ove toward increased 
ly tied to developments in 
rm efforts in the region, by 
opportunities for 
between CEE and the NIS,

e-ONEXPeWT-FA-fe-' 
Declassify on; OADR

\45ECLASSIFIEB 
PER E.0.13526.



What the macroeconomic situation and economic outlook for the 
region? For each country, what is the status of private sector 
development, financial sector restructuring and trade and capital 
flows? (X).

I. American Engagement in Central and Eastern Europe

Concerned that the U.S. is preoccupied with its domestic agenda 
and with its relationships with Western Europe and Russia, the 
countries of CEE seek assurance that the Clinton Administration 
will remain fully engaged in the region. Strong ties to the U.S. 
provide not only the prospect of tangible cooperation on economic 
and security issues, but they are also of considerable political 
importance. As CEE states seek new identities and bases of 
legitimacy, a visible U.S. presence carries great symbolic 
weight.

How can the U.S., especially when the resources available for 
direct assistance are constrained, make better use of its 
goodwill and moral authority in the region? Should more high- 
level contacts be established to make•clear the U.S. commitment 
and give states in the region a greater sense of belonging■in the 
West? What vestiges of obsolete Cold War legislation, 
regulation, and administrative policy need to be removed? What 
other activities and contacts can we initiate in order to deepen 
the region's integration into and identity with the West?

II. U.S. Assistance Programs

Spending Levels: Because of resource const:^ints, funding for
SEED programs is likely to remain at an animal level of $400 
million. Unless any agency can make a onecitb-le case for 
substantial increases in overall assistance levels, we must focus 
instead on whether we can make better use of currently available 
resources.

Geographic Priorities: The vast majority of our assistance
funding has been directed toward the Visegrad countries. Through 
FY '92, Poland, Hungary and the Czech and Slovak Republics 
received over $5 billion in aid (including debt reduction). In 
contrast, Bulgaria, Romania, Albania and Yugoslavia received 
roughly $430 million and the Baltics $144 million. Does the 
Northern Tier, either for geopolitical reasons or because of the 
prospects for successful reform, deserve this priority? Should 
we continue to concentrate our resources in the Visegrad 
countries? Or should we speed up the process -- already underway 
--of diverting resources to southeastern Europe, where the 
challenge of economic and political reform has been complicated 
by events in the Balkans? How can we prevent the emergence of 
geographic pockets of political and economic instability?
Should we establish enterprise funds for the Baltics and Romania? 
More generally, can we devise abstract standards to determine 
when a country's transition to market democracy has been 
successful enough to warrant a diversion of assistance to more 
needy recipients?



far produced few results. We also need to address outstanding 
disputes over intellectual property rights and to consider how 
U.S. trade actions under the anti-dumping and countervailing duty 
laws affect our overall trade relationship. What sources of 
pressure should be brought to bear to resolve these issues?
Should we put more pressure on the EC to avoid discriminatory 
trade agreements with CEE and the NIS? If so, to what extent 
should these concerns be allowed to affect bilateral U.S.-EC 
trade issues?

IV. Security Arrangements and Ties to the West

I n

In the near term, the chief threat to security and stability in 
CEE stems from the economic and political challenges associated 
with domestic reform, not from the potential for inter-state 
aggression. Nevertheless, countries in the region share a 
pervasive sense of living in a "security vacuum." Such perceived 
vulnerability can undermine democrats and reformers while 
strengthening the position of demagogues and conservative 
nationalists.
Most governments and political eli^t^ in the region want a clear 

security guarantee from the West,/ ideally through NATO 
membership. Our policy thus far jhas been to assert that NATO enlargement is -net a question for\ today. I-n4eed^NAT©“m^iffBemrip 
f-O.r—CEE=»°st-atre'S-~i-s-^nQt~-l>lkel.y—^o.-be^-a—r.ead-i-s-t-ife'^p"0's'S‘rbi-M‘-fey--a4: 
Least-=u-ntdtL-“a"f tgr^1TlT^flTg'irxriFtdn=“Admi^i-strEaJfei?ofi*«^ In the 
meantime, we are seeking to broaden and deepen our security 
relations with the region -- bilaterally through military 
contacts and exchanges and multilaterally through the NACC and 
CSCE.

In light of the potentially difficult and dangerous challenges 
that still lie before many CEE states, i t..--T=‘eaq-i-fl-t>>cg-^r--.w.ts.e.jho» 
plan now for eventual incorporation into NATO of some or all of 
them? Should we explicitly hold out the prospect of eventual 
membership? If so, should we develop criteria and timetables? 
What effects would such steps toward expansion have on NATO's
credibility and unity, 
Russia?

on the security environment in CEE and on

How would we like to see the NACC, CSCE, other regional 
organizations such as Visegrad or the WEU's Forum for Cooperation 
and our own bilateral security relations with CEE states evolve? 
What concrete steps can we take to move the NACC beyond 
conferences and seminars to practical cooperation, especially in 
peacekeeping? Should we encourage the Central Europeans ^o 
strengthen the Visegrad process? What, if any. position^^Too" we 
want to take about CEE relations with the ViE\J7 Should anything 
be done now about pospible CEE membership in the WEU? 
net-drirkelry—beoome_^o,s.siJ3.l6—atr~l-ea-s-t--'mrbi-'l--a*f-t«'r--a'SS^Sad 
Cli-n-ton”^3jm3S» What iftight be the relationship between NATO and 
one or more regional/ security groupings in CEE? Can or should we 
enter into commitm^ts to consult on security issues (something 
akin to Article lyof the NATO Charter) and, if so, with whom and 
in what forum and' context? 'ICLJ

-CONEqEDENT^AL
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UNCLASSIFIED with NATIONAL SECURITY COUNCIL 
■gONFTDFNT,^AL ATTACHMENT Washington, d.c. 20506

20711

July 14, 1993

MEMORANDUM FOR MS. KITTY HIGGINS
Chief of Staff
Office of the Secretary
Department of Labor

SUBJECT: PRD-36

Pursuant to a request by Mr. Jorge Perez-Lopez, Acting Deputy 
Under Secretary, ILAB, enclosed for your information and 
retention is a copy of PRD-36. To date, no other memoranda on 
PRD-36 has been distributed. The Department of Labor will be 
included in the IWG process on this PRD.

Please inform Mr. Perez-Lopez about this deed sion.

ly.«^mlliam H. Itoh 

\ Executive Secretary

Attachment 
Tab A PRD-36

UNCLASSIFIED with 
CONFIDENTITTL ATTACHMENT

DECLASSIFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White House Guidelines, Augu.st 28,1997 
NARA, Date
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CONFfBENTIftb
No. PRD 36 

COPY (LABOR)

NATIONAL SECURITY 

COUNCIL 

INFORMATION

Notice
The attached document contains classified National Security Council 
Information. It is to be read and discussed only by persons authorized by 
law.

Your signature acknowledges you are such a person and you promise you 
will show or discuss Information contained in the document only with 
persons who are authorized by law to have access to this document.

Persons handling this document acknowledge he or she knows and 
understands the security law relating thereto and will cooperate fully with 
any lawful investigation by the United States Government into any 
unauthorized disclosure of classified information contained herein.

Access List
DATE NAME DATE NAME

eeNRBENflAt-
DECLASSIFIED 

12958, As Amended, Sec. 3.5 (b) 
white House Guidelines, August 28.1997 
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July 13, 1993

20711

ACTION

MEMORANDUM FOR WILL H. ITOH 

THROUGH: NANCY V. M^
FROM: BRIAN T. MERCHANT^^f^'2'^-\__

SUBJECT: Department of Labor Request for Copy of PRD-36

The Department of Labor requested a copy of PRD-36 in a 
telephonic conversation with Charles Kupchan. The incoming 
memorandum at Tab JI is the official request and also 
requests Labor participation in the IWG review for PRD-36. To . 
date, there have been no other memoranda issued on PRD-36.

NSC staff recommends that the Department of Labor's request be 
approved. Your memorandum at Tab I conveys a copy of PRD-36 to 
the Department of Labor. oA 1

Concurrence: Charles Kup^an and George^an Eron

RECOMMENDATION

That you sign the memorandum at Tab I.

Attachments
Tab I Memorandum to Labor

Tab.A Copy #17 of PRD-36
Tab II Incoming Request from Labor

UNCLASSIFIED with ■ 
-eONFIDBNTTAL ATTACHMENT 
Declassify on: OADR

eWMAb-

DEaASSIFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White Hoi:sc G;'.ide!kics, AugusU8^1997 
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U«». Department of Labor Bureau of International Labor Attairs 
Washington, D.C. 20210

July 12, 1993 

MEMORANDUM FOR;

FROM;

SUBJECT;

Mr. Williant Itoh 
National Security Council 
(Attention Brian Merchant)

Jorge Perez-Lope
Acting Deputy UndOT Secretary
ILAB
PRD 36

The Department of Labor (DOL) wishes to participate in the PRD 36 
process on US policy in Eastern and Central Europe. DOL provides 
technical assistance under the SEED Act in each of the countries 
of the region. It is thus interested in and affected by US 
policies regarding the region's transition to a market economy. 
DOL also has a substantive interest in the status of democratic 
trade unions in the region, the continuing influence of formerly 
communist trade unions and the relations between them and with 
the governments.
Please provide us with whatever documentation has already been 
distributed to other participants in PRD 36 and include us in 
future inter-agency meetings.
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EXECUTIVE OFFICE OF THE PRESIDENT 

COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON, D.C. 20500

THE CHAIRMAN

Natl See Adviaor 
has seen

""rOTTFIDENTIA.L DERIVATIVE

July 12, 1993

MEMORANDUM FOR ANTHONY LAKE
ASSISTANT TO THE PRESIDENT FOR 

NATIONAL SECURITY AFFAIRS

FROM:

SUBJECT:

LAURA D. TYSONS

Presidential Review Directive/NSC-36

I am in receipt of Presidential Review Directive/NSC-36 
concerning U.S. policy toward Central and Eastern Europe. I look 
forward to working with you and Mr. Stephen A. Oxman, Assistant 
Secretary of State for European and Canadian Affairs, on the 
Interagency Working Group.

cc: Stephen A. Oxman, State Department
Assistant Secretary for

European and Canadian Affairs

-eONFTBENTFAL DERIVATIVE

DEaASSIFIED
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UNCLASSIFIED, with NATIONAL SECURITY COUNCIL 
-EQMFIDErNTTAL ATTACHMENT Washington, d.c. 20506

August 11, 1993

20883

MEMORANDUM FOR MS. MARY ELLEN CONNELL 
Executive Secretary 
United States Information Agency

SUBJECT; PRD-36

Pursuant to your request, enclosed for your information and 
retention is a copy of PRD-36.

IVsyWilliam H. Itoh 
• Executive Secretary

Attachment 
Tab A PRD-36

UNCLASSIFIED with 
CONFIDENT-^A-L ATTACHMENT

tfflfIflENW

DEaASSIFIED
S«. 35 (b)

j'.idelines, AugusL28,1997 
J^ARA,Daleil^i^
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INFORMATION

Notice
The attached document contains classified National Security Council 
Information. It is to be read and discussed only by persons authorized by 
law.

Your signature acknowledges you are such a person and you promise you 
will show or discuss Information contained in the document only with 
persons who are authorized by law to have access to this document.

Persons handling this document acknowledge he or she knows and 
understands the security law relating thereto and will cooperate fully with 
any lawful investigation by the United States Government into any 
unauthorized disclosure of classified Information contained herein.

Access List
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UNCLASSIFIED with NATIONAL SECURITY COUNCIL 20 883
CONFIDENTIAL ATTACHMENT Washington, d.c. 20506

August 10, 1993

ACTION

MEMORANDUM FOR WILL H. ITOH 

THROUGH: NANCY V. MEW

FROM: BRIAN T. MERCHANTf

SUBJECT: USIA Request for Copy of PRD-36

USIA has requested (Tab III) a copy of PRD-36. NSC staff has no 
objection and recommends (Tab II) approval of USIA's request. 
Your memorandum at Tab I conveys a copy o:^PRD-3 6 to USIA.

)fnConcurrence: Charles ::han and Geor *^an Eron

RECOMMENDATION

That you sign the memorandum at Tab I.

Attachments
Tab I Memorandum to USIA

Tab A Copy #18 of PRD-36
Tab-II Staff .Gomments
Tab III Incoming Request from USIA

UNCLASSIFIED with 
CONFIDEt^T^Ab- ATTACHMENT 
Declassify on: OADR -eeNftwnt:

DEaASSlFIED
E.0.12958, As Amended, Sec. 3.5 (b) 

White House GuicLlnes, August28-1997 
ByP^NARA,
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

August 9, 1993

;MEMORANDUM FOR CHARLES A. KUPCHAN 
■ ' JENONNE WALKER

FROM.: , 

SUBJECT:

BRIAN T. MERCHANT 

USIA Request for Copy of PRD-36

20883.

USIA has requested a copy of PRD-36 (see attachment). Please 
review your Office Book copy of this PRD and indicate your 
guidance below:

No objection to providing copy,

Copy should not be provided, or 

Other guidance: ___________________

Signature Date
^9 ^3
/

Thank you for your assistance in this matter. Please return this 
form to me as soon as possible.
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'United States 
information 
Agency
Washington, D.C. 20547

CONFlPEftmAtr

July 22, 1993

MEMORANDUM FOR; Mr. William H. Itoh
Executive Secretary 
National Security Council

FROM:

SUBJECT:

Mary Ellen Conne\\)-^^^ 

Executive Secretary

Presidential Review Directive

Office of the Director

USIA

USIA requests a copy of Presidential Review Directive #36 dated July 5 on U.S. Policy 
toward Central and Eastern Europe.
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United States Department of State

Washington, D C. 20520

December 7, 1993
DECL: OADR

MEMORANDUM FOR WILLIAM H. ITOH 
EXECUTIVE SECRETARY 

NATIONAL SECURITY COUNCIL

SUBJECT: PRD 36: U.S. Policy Toward Central and Eastern Europe

The attached document is the report of an Interagency 
Working Group convened to review U.S. policy toward Central and 
Eastern Europe.

Thank you for your assistance in this matter.

Marc Grossman 
Executive Secretary

Attachment: PRD 36
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PRD 36: U.S. POT.Trv TOWAPn EASTERN ] SE

Summary

The new and aspiring democracies of Central and Eastern 
Europe (CEE) are a key test of this Administration's concept of 
enlarging the world's free community of market democracies as a 
major organizing principle of American foreign policy. The 
goal may be more attainable in this region than anywhere else 
in the world. Moreover, success in at least part of the region 
is a crucial precedent and possibly a prerequisite for success 
anywhere in the Newly Independent States (NIS) of the former 
Soviet Union. Success also can help create substantial new 
economic opportunities for Americans.

But success is far from assured. Notwithstanding 
substantial progress in northern CEE countries, economic and 
political stresses remain high and in some countries are 
mounting. Failure would be a blow to Western — including 
American — values. And the resulting turmoil could produce 
refugee flows that strain the democratic and open societies of 
our traditional allies. Growing "reform fatigue" in much of 
the region is compounded by a widespre^ sense of Western 
disengagement.

PRD 36 directed a comprehensive review of all instruments 
available to the USG to support the democratic transition in 
Central and Eastern Europe. No single, dramatic new American 
initiative is feasible or indeed desirable. But we can and 
should be more imaginative in focusing existing resources to 
deepen our engagement across the broad spectrum of political, 
economic and security issues that contribute to democratic 
stability. Specifically, this paper recommends:

Conceptual ahifta in our enaag*Hii«»n<: in the region:

• Increasing the emphasis in our assistance programs on 
democratization and social safety-net areas. (Although 
programs for private-sector development will still receive 
the greatest share of our assistance resources, recent 
experience indicates that this is a necessary, but not 
sufficient, condition to ensure the consolidation of 
reform.) ““

• Matching NATO Summit (and corresponding bilateral) 
initiatives that deepen cooperation with CEE militaries 
with more attention to the non-military aspects of 
security, in particular the human rights oversight and 
other conflict-prevention tools of the Conference on 
Security and Cooperation in Europe (CSCE).

• An across-the-board effort to encourage intra-regional 
economic, political, and military cooperation.

DECLASSIFIED 
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In addition to these conceptual shifts, the paper recommends
procedural changes to improve timeliness and flexibility in our
assistance programs while reducing overhead and middleman costs.

The paper also recommends:

• Improving our ability to combine resources with non­
governmental organizations (NGOs) as well as other 
governments and the international financial institutions, 
in support of democratization and market reforms. The 
paper includes recommendations that will enable all Western 
governments and NGOs to get a better fix on who now is 
doing what, both in individual CEE states and region-wide, 
as well as one controversial idea for a creation of a 
quasi-governmental Democracy Institute that would raise 
some funds from private sources.

• On market access, pressing to open Western markets for CEE 
countries' exports, primarily those of the European Union 
and EFTA countries, which are the CEE countries' most 
important trading partners. The U.S. has already lowered 
most, although not all, of its own barriers to CEE exports. 
We should use the July 1994 G-7 Summit as a forcing event, 
just as we used this past year's to forge an assistance 
effort for Russia.

• Extending increased support to American exporters and 
investors. in order to stimulate increased trade with and 
investment in Central and East European countries. This 
can provide vitally important help to CEE economies in the 
near term, as they struggle with challenge of market 
reform, and it can help American businessmen establish a 
position in what one day may be a booming new market and 
source of investment opportunity.

• More visible USG engagement. This is not just public 
relations. Central and Eastern Europe is one area in which 
the perception of American engagement can itself make a 
major contribution to stability and to the political 
courage, and possibly the political fortunes, of democratic 
leaders.

• Sustainabrtity. There have been setbacks to the reform 
process in Central and Eastern Europe and there will be 
more. This Administration already has demonstrated its 
willingness to work with any democratically elected 
government, judging it by its actions rather than political 
coloration. The paper recommends some programs that 
enhance the flexibility that SEED programs have shown in 
the past, allowing us to maintain certain assistance 
activities even when a government's actions require that we 
distance ourselves from it.
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A better follow-up mechanism. The paper proposes a wide 
range of concrete and discrete actions. On many important 
points, however, it recommends a broad change of direction 
that will require sustained attention and, in some case, 
further work on the details of implementation. The paper 
therefore recommends a means of ensuring regular follow-up,

Attachment A lists specific recommendations that all 
Interagency Working Group (IWG) members hope Deputies will 
approve. While for the sake of convenience they are grouped 
under the three familiar headings of Democracy and Human 
Rights, Market Economy, and Security, recommendations under 
each heading serve the broad goals sketched above. Indeed, 
several of the specific recommendations serve more than one of 
our goals.

Attachment A also lists, under the relevant heading, issues 
on which IWG members disagree. These are:

• Whether to establish a quasi-governmental Democracy 
Institute that works through field offices in CEE states.

• Whether to set targets (not firm requirements) for 
directing a certain portion of U.S. economic and democracy­
building assistance to programs involving more than one 
state or more than one ethnic group within a state.

• Whether to announce, in time for the Presidential trip in 
January, the initiation (or, if possible, the completion) 
of an accelerated review to promote CEE countries from 
non-market to market economy status for purposes of our 
anti-dumping laws; or alternatively, whether to study the 
issue only if an anti-dumping suit is brought against a CEE 
state.
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PRD 36: U.S. POLICY TOWARD CENTRAL AND EASTERN EUROPE

Introduction

Four decades of U.S. policy in Central and Eastern Europe 
(CEE) bore fruit in the revolutions of 1989, which attained the 
ultimate aim set forth in NSC-58, the policy directive of 1949:

"the appearance in Eastern Europe of non-totalitarian 
administrations willing to accommodate themselves to, and 
participate in, the free world community."

From 1989 onward, the U.S. made great strides toward putting 
political and trade relations with Central and Eastern Europe 
on a normal footing. We launched high-profile diplomatic 
initiatives and programs of assistance to support democratic 
and market institutions there. But the collapse and fragmenta­
tion of Yugoslavia and the USSR have forced us to react to 
emergencies at the expense of long-range aims. The dynamics of 
Central and Eastern Europe's own revolutionary development put 
the countries of the region inherently at risk of domestic 
chaos; regression to statism, authoritarianism, or both; or 
regional war — all of which can damage U.S. interests outright 
or shrink the horizons of our historic opportunities.

Goals and Interests

Our principal post-Cold War foreign policy goal is the 
"enlargement" of the community of free-market democracies. Few 
countries in the world offer as promising a prospect for 
successful democratic transition as those of Central and 
Eastern Europe that are the focus of this review, i.e. the 
non-combatants in the ex-Yugoslav Bosnia conflict — Estonia, 
Latvia, Lithuania, Poland, Czech Republic, Slovakia, Hungary, 
Slovenia, Romania, Bulgaria, Macedonia and Albania). Their 
success would hand us a significant victory, validating the 
fundamental premise of U.S. foreign policy: that democratic
systems are the best means for averting internal and external 
conflict, securing human rights, and promoting long-term 
economic prosperity.

The interests of the United States in Central and Eastern 
Europe are substantial because of Americans' historic ties to 
the region and because of the direct impact on our two highest 
foreign policy priorities: the former Soviet Union; and
Western Europe/NATO. Our interests in the region follow 
directly from the U.S. strategic priorities outlined by 
Secretary Christopher before the Senate in November, of
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supporting "political and economic reform in Russia and the 
other states of the former Soviet Union" and of preserving our 
"political, military, economic, and cultural link to Europe".

This does not make our interests in Central and Eastern 
Europe secondary or derivative. On the contrary, those 
interests gain weight and urgency as we come to perceive the 
strategic linkages between the CEE countries and their 
neighbors to the east and west. What happens in Central and 
Eastern Europe has a direct bearing on the fate of the Newly 
Independent States (NIS). Without the successful expansion of 
the democratic community to the CEE region, we likely will have 
insurmountably great difficulty in projecting our values and 
model of civil society successfully into Russia and the NIS.

Most fundamentally — in terms of national interests — the 
fate of Central and Eastern Europe will affect profoundly the 
security of the continent, and thus ourselves. We consider the 
security of Europe to be interconnected. Rampant ultra­
nationalism, ethnic conflict, chaos, war or massive flows of 
refugees anywhere can threaten stability everywhere, including 
in the most advanced Western European democracies. (In this 
regard, we need to deal with the less expansive view of 
European security on the part of many of our own allies, who 
would prefer to seal off Western Europe from the turbulence in 
the East or, at most, focus on integrating the more stable 
Visegrad states.)

The region also has its own inherent value to the U.S. A 
pro-American Central and Eastern Europe broadens the geographic 
basis of our influence in Europe and in the international 
community. Active partnership with the CEE countries can help 
position us to deal with conflicts on the periphery of the 
former Soviet Union. The region’s 100 million-plus people can 
increase the economic potential of the world trade community, 
and thus our own prosperity — a prospect which American 
investors and exporters are starting to help realize.

These interests, however, are at risk. Despite enormous 
progress, economic reform and political democracy are still 
vulnerable throughout the region, though nowhere beyond hope. 
The four years since 1989 have witnessed some regional 
cooperation among the CEE countries, but also tensions (e.g., 
Hungary-Slovakia, Hungary-Romania, Lithuania-Poland). At their 
current level, these tensions constitute a distraction from the 
more important processes of reform, retard natural intra-CEE 
cooperation, and tend to allow nationalist forces greater scope 
to set their country’s political agenda. Concern over intra- 
regional conflict has a chilling effect on CEE efforts to enter 
NATO. At their most extreme, these conflicts could lead to 
political instability in the region and even to anachronistic 
power politics as CEE states seek outside allies against their 
neighbors.
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Meanwhile, for well over a year, our policy has been 
running largely on automatic. Our action programs were mostly 
launched under the previous administration. While these 
programs have been successful in many respects (and in many 
cases require only fine-tuning), more needs to be done to 
enhance our engagement as pressures in the region mount.

• Much of our current diplomatic engagement in the region is 
perceived as single-issue and negative (e.g., tariffs, 
intellectual property rights protection, opposition to arms 
sales, pressure to maintain Serbian sanctions) without a 
compensating positive dialogue.

• If our policy cannot be rooted in our long-term objectives, 
our relations with CEE countries will decline into ad 
hockery. Without clear, long-term Western engagement with 
strategic purpose, the states of the region are not secure 
enough in their reforms or their relations with one another 
to manage. And without U.S. leadership, the West Europeans 
may persist in acting on the basis of narrow short-term 
interests.

On the positive side, however, our objectives in the region 
and the deepest aspirations of the CEE countries are still 
fundamentally compatible. A credible prospect of integration 
into the West — the dream of becoming "normal" — has been the 
most powerful stimulus to democratic and market reform and 
regional stability. Our operating philosophy since 1989, 
therefore, has been to hold open a credible Western democratic 
and market option for these nations. We are working to wipe 
the slate clean of all Cold War barriers for all CEE countries 
and to raise our relations with them to the same plane as our 
ties with West European countries — a strategy of integration 
in practical and institutional terms.

• Full integration of the CEE states will not be attainable 
overnight (and, as we have already decided with respect to 
NATO, can only be the end of an evolutionary process that 
potentially embraces Russia, Ukraine, and other NIS).

• But orienting our policy — in deeds as well as words — 
toward the complete normalization of our relations with the 
CEE countries and their integration into the Western 
community can give additional encouragement to embattled 
reformers and entrepreneurs throughout the region. It 
will, at the same time, leave us free to reimpose such 
barriers as may prove necessary by their subsequent 
(mis)behavior.

Our reactivized engagement toward these objectives can ensure 
that we can set the framework for relations, according to our 
criteria.

-€eWPii;?BHT-TATi
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Differentiation and the Russia Factor

Our interests and principles as outlined above should 
resolve the issue of differentiation and the balance between 
CEE and Russia. If we are consistent, we will not draw new 
lines between the NIS and CEE (or among CEE countries) that may 
not be valid for the longer term, since our goals of normaliza­
tion and integration apply equally to Russia and the NIS as 
well as to Central and Eastern Europe. By the same token, we 
should not fall into the trap of thinking in terms of a choice 
between our strategic interests with Russia and our interests 
in Central and Eastern Europe. We will neither seek to use CEE 
against Russia nor give Russia a veto power over our CEE 
policy. Rather, against our democratic and market standards, 
we should apply policies based on each country's performance in 
living up to these standards. Differentiation should be a 
function of self-selection — i.e. based on the success or lack 
thereof of the countries' own efforts — and evolve over time.

Assistance Priorities

U.S. assistance objectives remain those established in the 
Support for East European Democracy (SEED) Act of 1989: 
developing a market economy; strengthening democratic 
institutions; and improving the basic quality of life in 
selected areas. Even in the countries that have made the most 
progress, market-oriented democracy is by no means assured and 
some assistance will be required for several more years, even 
as a phase-down of some programs has begun. The principal 
challenge is to tailor programs to meet specific needs of each 
country as it moves through the different stages of the 
transformation process. With tight constraints on the 
assistance budget, a phase-down of programs in the more 
successful countries has begun, and some resources will be 
shifted to those countries with more critical needs — but only 
where they remain committed to political and economic reform.
We will leverage wherever possible private sector and 
international financial institution (IFI) resources key to 
long-term economic development.

With respect to assistance resources, the elections in 
Lithuania and Poland demonstrate that the political and 
economic revolution in this region is not complete. While we 
must soon begin redeploying resources from the states farthest 
along in transition (generally the Northern Tier) to those less 
advanced, a substantial financial commitment to the region as a 
whole will be necessary to the end of the century. The 
collapse of reform would leave an unstable region on the 
doorstep of our European Allies and would be a serious blow to 
reformers in the NIS, who would be haunted by failure in 
countries that had much better prospects for success than their 
own.

^EMTIAL '
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Assisting in the economic restructuring and support for 
reform in the region will continue to be a priority; however, 
we will shift greater emphasis to providing technical assistance 
for democratization and reform of the social safety net 
activities. The first phase of democratization and reform of 
social safety net activities has taken place throughout the 
region — free elections, peaceful transfer of power, etc. — 
though the roots of democracy have not taken hold deep in 
society. Our assistance will focus on strengthening 
governmental and non-governmental institutions in promoting 
democratic behavior, widespread participation in the process, 
and governmental responsiveness to public will. Likewise, the 
economic dislocation of the transition to a market economy has 
been severe for segments of the population. Our technical 
assistance programs will help governments develop short-term 
and long-term solutions to unemployment, job creation, and 
basic social services.

Dealing with Setbacks

We need a policy framework to guide responses to inevitable 
real or perceived setbacks. We should not retreat from good 
relations following legitimate electoral outcomes that give us 
pause (e.g. the victory of former communists in Poland). We 
should instead make decisions on the basis of policies these 
governments pursue. But we should respond to policy retreats 
on economic reform (e.g. a reversion to statism) by backing the 
international financial institutions' conditionality and, if 
necessary, by curtailing our economic support to governments.
We can also respond to retreats in democracy or human rights 
behavior, or to unacceptable foreign policies, by curtailing 
some programs (e.g. government-to-government economic 
assistance; certain kinds of military, law enforcement, and 
intelligence cooperation) while maintaining others that are 
explicitly designed to promote democracy and independent social 
structures, including a free class of entrepreneurs.

Our Three-Part Agenda

The bulk of the paper focuses on concrete near- and medium- 
range policy initiatives (and options) tied to our agenda, 
including shifts of emphasis to improve the effectiveness of 
U.S. programs and to respond to lessons of the past four 
years. We have defined our agenda as consisting of three major 
policy pillars: support for democracy; support for market 
economic transformation; and support for stable, NATO- 
compatible security policies to underpin reforms. To a degree 
this is arbitrary, and all three are mutually supporting, but 
the distinction eases handling the range of issues covered.

FIPENTIAI.
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Resources
Our policy is taking shape against the background of tighter 

budgets. Since 1989, the SEED Act program mandate has expanded 
from three countries to thirteen, yet annual appropriations 
since 1990 have declined slightly. We assume the present level 
of funding (the SEED budget for FY-94 is $390 million) will 
continue, at least for the next 2-3 fiscal years. Consequently, 
we are aware that many of the PRD's recommendations that entail 
resources must be accommodated within this budgetary constraint. 
We believe this can be done. The democracy and market economic 
transformation initiatives will draw upon redirected SEED 
resources as indicated in the text.

Recommendations in the security section are not so easily 
covered by redirecting present assistance resources. Indeed, 
we are in serious danger of not being able to afford the 
policies we are proposing at the NATO summit as well as in this 
paper. The nature of the security relationship with Central 
and Eastern Europe is about to be transformed — with or 
without this PRD — and we must address the resource issue to 
plan and program funds with existing appropriations adequate 
for the transformation.

eeNFIDElTPIAL
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ACTION PROGRAM: DEMOCRACY AND HUMAN RIGHTS

• How to promote the consolidation of democratic systems of 
government at all levels throughout Central and Eastern 
Europe.

• How to encourage the development of democratic political 
cultures.

• How to ensure that our (and Western) democracy-building 
initiatives are better delivered and effectively coordinated 
within a coherent assistance strategy for each country.

Prp»mi SPR

The peoples of Central and Eastern Europe want democratic 
forms of government and are willing to endure a surprising 
degree of material hardship, internal instability, and external 
vulnerability so long as they see hope of success. But the 
results of the elections in Poland and similar trends in 
Lithuania, Hungary, and Bulgaria make clear that public support 
for market reform is shaky at best; the lack of a substantial 
middle class throughout the region, continued severe economic 
and social stress, the immature state of political parties, and 
publics' susceptibility to nationalistic demagoguery exacerbate 
the situation further. Our challenge is to find ways to shore 
up support for democracy in the short and medium term, when the 
economic and social pressures will be greatest. Over the longer 
term, successful economic development will produce the middle 
class and the institutional pillars of civil society that are 
the mainstay of Western democratic systems. Our policy must 
aim unwaveringly to sustain lasting democratic systems, not the 
ephemeral fortunes of specific individuals or parties.

Although Western Europe serves as a practical model for the 
CEE countries, the United States is the main source of inspira­
tion. We continue to command prestige and moral authority, 
which should be cultivated as our primary political assets in 
the region.

All of the post-communist countries are going through a 
two-phase process of democracy-building. In the initial phase, 
they started systems of free and fair multiparty elections.
U.S. start-up assistance with electoral processes in the 
Southern Tier was a critical contribution to these efforts. At 
present, in the second phase, we are helping to foster 
acceptance of the rule of law, especially respect for diversity 
and human right? for minorities, private property rights, and 
independence of the media and the judiciary.
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But this will not be enough. To support democratic 
governance, we will need to help define the proper role of 
government vis-a-vis the private sector and strengthen the 
indigenous institutions in the public and private sectors to 
fill these roles. Concurrently, we will need to help stabilize 
pluralist political structures by coalition-building at the 
national level, and support decentralization by strengthening 
local government's capabilities and its participatory 
responsiveness. In the private sector, we will need to help 
non-governmental groups become more effective advocates for 
pluralism and for national and local development needs and 
interests.

To the extent possible, U.S. initiatives in the field of 
democracy-building and promotion of political and ethnic 
tolerance should involve multilateral institutions which we 
have a strong interest in animating — in the first place, the 
Conference on Security and Cooperation in Europe (CSCE).

In the bilateral sphere, operational decisions must place a 
premium on the strategic coherence of democracy activities. In 
pursuit of this objective, we must be mindful of the need for 
fast turnarounds of grant requests, especially small-scale 
requests, where timeliness is a major issue. Other operational 
objectives include private matching funds (where possible) and 
U.S. Embassy involvement. Some of our democracy efforts to 
date have been hampered by being too Washington-centered in 
their implementation, rather than getting to the local and 
grass-roots level in the CEE countries where democracy must 
first lay down roots.

Key Policy Recommendations

• Deyote greater resources, including a greater portion of 
SEED funds, to democracy-building programs.

• Improve mechanisms for guiding and monitoring 
democracy-building programs.

• Foster development of the CSCE as the institution of first 
resort for human rights and democratic process issues.

Action Program

1. Greatly increase emphasis and resources for democracy 
programs in FY94, undertaking an initiative: "Second 
Generation Democracy." This initiative, which is an 
expansion of current efforts, will be funded by redirecting 
SEED resources. We estimate that SEED funds devoted to 
democracy-building will be increased from $30 million to 
$47 million in FY94. The initiative should include:

rTAT.
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A large-scale, in-country program to train and 
reinforce democratic behavior in government 
administration. Public administration reforms will 
include: decentralization; transparency and 
accountability; responsiveness to public opinion, 
interest groups, and elected officials.

Strengthening the role of an independent judiciary 
through training, exchanges, provision of equipment, 
and political support.

Promote democratization through non-governmental 
organizations (NGOs). There is disagreement on how to 
implement this objective. Two options follow. See 
Attachment B, Annex 1, for details of the Democracy 
Institute proposal, plus pros and cons.

OPTION I — USG NGO Initiative

• Establish a new SEED program to have U.S. non­
governmental organizations help develop and strengthen 
CEE NGOs that can contribute to democracy-building 
(e.g. human rights organizations, advocacy and watchdog 
groups, and professional associations).

This program should allow for technical as well as 
modest transitional financial support to indigenous 
NGOs (i.e. small sub-grants).

OPTION II — Democracy Institute (NSC Staff proposes, but 
AID, ONB, USIA, Treasury and NEC oppose)

• Establish an independent, non-profit foundation — a 
"Democracy Institute" — to promote democracy programs. 
The Democracy Institute, headquartered in Washington, 
would function through small field offices in CEE 
countries. Its mandate would be:

a) through the field offices, to give small grants 
in-country for worthwhile projects;

b) once established, to run its own programs; and

c) to work in concert with other NGOs and Western 
official organizations on a project-by-project 
basis, including by provision of matching funds.

Support regionally based professional associations and NGOs 
and regional projects designed to bring together citizens 
of more than one country and ethnic group.

-GONg-IDENTIAIi-
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Establish a U.S. Embassy-based "Democracy Commission" in 
each CEE country, chaired by the Ambassador and including 
all country team members involved in democracy-building 
activities, to ensure that our program is tailored to the 
particular needs of each country. Each Commission should 
be encouraged to seek out the views of other in-country 
sources, such as representatives of indigenous NGOs and the 
American business community.

The Commission would be responsible for developing and 
monitoring a democracy strategy to be incorporated into 
the Mission Program Plan and the SEED Act Country 
Assistance Strategies.

In addition, the Commission could recommend program 
changes and new initiatives to the President's CEE 
Assistance Coordinator in Washington and would have the 
right, to the extent practicable, to concur in 
U.S.-funded grants to the indigenous NGOs described 
above. (The President's CEE Assistance Coordinator 
would be supported in his or her democracy-coordinating 
role by the IWG on Democracy proposed by PRD 26 on 
human rights and the IWG on Central and Eastern Europe 
proposed by this paper.)

To support the Democracy Commission, there would be a 
small grant program implemented at post with enhanced 
funding under the SEED Act to support in-country 
efforts.

Through diplomatic engagement, use the CSCE as the 
institution of first resort for channeling U.S. action on 
problems of human rights or democratic process where a 
multilateral approach is preferable to a bilateral one.

Support ongoing efforts to create additional positions 
in CSCE's Office of Democratic Initiatives and Human 
Rights (ODIHR) for information management and area 
expertise.

Establish ODIHR as a clearinghouse (data bank) for 
information on bilateral, multilateral, and private 
democracy initiatives, in order to facilitate better 
coordination of all Western efforts in this area.

— Press CSCE member states to give greater emphasis to 
the role of the CSCE's High Commissioner for National 
Minorities and his or her active engagement in key 
disputes (e.g., Greece/Albania); use our Embassies to 
press disputants directly to seek resolution through 
the Commissioner's involvement.

— Actively support ongoing efforts in CSCE's Forum on 
Security Cooperation (FSC) to negotiate a "code of

■eOIgJDEMIlAI.-
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conduct" on military-security issues that expresses 
Western norms regarding civil-military relations and 
the role of the military in a democratic society.

6. Insert in our bilateral dialogues and in multilateral
meetings and consultations the view that CSCE should have 
primacy in disputes over the protection of rights of 
members of ethnic minorities, invoking the principle that a 
nation (e.g., Hungary or Russia) has no business claiming 
specific rights in the protection of "its" ethnic minority 
in a neighboring state.
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ACTION PROGRAM: MARKET ECONOtlY

Prnhifims

How to foster the development of thriving market economies 
while improving quality of life during the period of 
transition.

How to promote the integration of CEE countries into the 
Western trade and economic system.

How to broaden CEE countries' access to the markets of 
European Union (EU, formerly EC) and European Free Trade 
Area (EFTA) states as well as to U.S. markets, and how to 
increase U.S. firms' access to CEE markets.

How to encourage healthy, stabilizing economic inter­
dependencies among CEE countries themselves.

How to harness the financial resources of international 
financial institutions (IFIs) to advance our agenda.

How to promote market reform while minimizing side-effects 
which could undermine the political basis for it.

How to direct our assistance program to advance our 
objectives and meet CEE countries' varied and rapidly 
evolving needs.

Premises

We and CEE countries share a vital stake in creating 
functioning market economies that would help consolidate 
democracy, increase regional stability, expand world markets, 
and provide models for each other and the NIS.

Political and economic reforms are inextricably linked. In 
Central and Eastern Europe, significant social and economic 
stresses have occurred during the transition phase of the 
transformation, creating substantial problems in maintaining 
the pace of political and economic reforms.

There are several overlapping economic stages through which 
CEE must pass. Western assistance, channeled both bilaterally 
and through the several international financial institutions 
(IFIs), must be tailored to meet the circumstances with which 
each must deal.

• Liberalization and stabilization: controls over prices and
subsidies lifted; international trade and investment

-eeNEJDENTlAL-^
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liberalized; and individuals freed to engage in many kinds 
of economic activities. These steps are accompanied by 
stabilizing monetary and fiscal policies, with initial 
funding for program provided by IFIs.

• Institutional reform: a number of institutional, legal,
and management reforms to permit a market economy to take 
root required. Finance Ministries and Central Banks need 
to be established, commercial codes and banking laws 
written, accounting standards set, and bankruptcy laws 
adopted.

• Privatization and structural reform: new private firms to
be established and existing state-owned enterprises (SOEs) 
privatized.

• Modernizing and strengthening social safety nets: the
rationalization of government programs to ensure protection 
of and services for the most vulnerable groups, consistent 
with overall fiscal constraints.

Where is the process of transition among CEE economies now?

There is a mixed pattern among the CEE countries. Progress 
has varied from dramatic (Poland, Czech Republic, and Hungary) 
to uneven (Romania, Bulgaria, Slovakia). Those countries which 
have implemented a program of liberalization-cum-stabilization 
are showing progress, the others less so.

• The Northern Tier countries of Poland, Czech Republic, and, 
to a lesser extent, Hungary have been the most successful 
in implementing reforms. After big declines in output 
during the first two to three years of the transformation, 
these countries are already achieving (in the case of 
Poland) or are approaching increases in real output.

• The Balkan States continue to trail, but their decline in 
output may bottom out in the next year.

• The Baltic States, especially Estonia, have made good 
progress in stabilizing their economies.

Apart from most of the former Yugoslavia, most states in 
the region (especially the Northern Tier) have reoriented their 
trade to the West and have begun the process of eventually 
joining the European Union.

Signs of Progress and Outstanding Issues

The pace of market reforms has decelerated in the last year 
or so, partly because the easiest reforms have been made and 
the tougher reforms still remain to be fully implemented.
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with only some exceptions, price controls have been lifted 
by the reform governments. As supplies of goods have 
increased, queuing has disappeared. Laws on competition and 
monopoly will need to be developed or enforced.

The private sector already accounts for half of economic 
activity in Poland, a little less in Hungary and the Czech 
Republic, 20-30 percent in Slovakia and the Baltic states, and 
about 15 percent in Bulgaria and Romania. Privatization of 
large SOEs, industrial restructuring, banking and financial 
system reform, and agrarian reform are proving to be more 
difficult and more drawn out in even the most market-oriented 
of the former centrally planned economies. That has occurred 
because of the complexity of these tasks along with political 
hesitancy in the face of eroding popular support for reform.

Budget deficits in most countries far exceeded forecasts. 
Economic growth has fallen short of projections, and 
significant parts of national budget revenues from the growing 
private sector are not captured. Hungary, Bulgaria, Romania 
and Slovakia are still struggling to cut budget deficits so as 
to conform with IMF performance targets. The Baltic countries 
and Poland have implemented budgetary controls (though the 
election in Poland may bring some changes in budgetary policy). 
As the CEE governments tackle 1994 budgets, they will again 
feel pressured by the need to balance requirements of financial 
stabilization versus domestic pressure to increase social 
safety net spending.

Until growth in world economies picks up and the market in 
the former Soviet Union returns, CEE countries will be hard 
pressed to increase exports rapidly. In this case, and unless 
offset by rising domestic demand, CEE economies may continue to 
flounder, pushing unemployment rates higher and adding to 
social safety net spending. The Northern Tier states, 
especially, are frustrated by continued barriers to EU markets 
and full EU membership.

Slovakia and the Balkan countries are more likely than the 
other Northern Tier countries to deviate from the reform path. 
Reforms have stalled in Bulgaria and Romania under governments 
led by politically weak technocrats; the lack of fiscal 
discipline plagues both countries.

U.S. Trade and Assistance

After the Bush Administration's Trade Enhancement 
Initiative, few quantitative and tariff barriers now affect CEE 
exports to the U.S. The remaining barriers — textiles and 
cheese quota --■are being addressed within the context of the 
Uruguay Round negotiations due to the significant political 
sensitivities involved. If a Uruguay Round solution is found. 
Central and Eastern Europe will be given a portion of the
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cheese quota and all textile quotas will be phased out.
However, CEE export successes in the future in the U.S. can be 
stymied by anti-dumping actions. Recommendations in this 
section address that problem.

Since 1989, overall trade flows in the region have shifted 
dramatically away from Cold War-era partners and toward the 
OECD countries. This reorientation is one result of normal 
economic forces and has led to the reestablishment of pre- 
World War II general trade patterns. This development of trade 
based on market forces augments and furthers the CEE countries' 
own dramatic economic reform programs.

EU and EFTA Trade Barriers

The EU has concluded Association Agreements with the 
Visegrad states, Romania and Bulgaria, and is negotiating an 
Association Agreement with Slovenia. The Association 
Agreements envisage the gradual integration of those CEE 
countries into a free trade zone with the EU by the end of the 
decade. Those agreements set long transitional periods for 
reducing barriers to imports in the "sensitive areas" of steel, 
agricultural products, coal, food, textiles, and clothes.
These areas account for 35 to 45 percent of CEE countries' 
traditional exports to the EU. The EFTA countries have also 
reached trade agreements with the Visegrad countries, but they 
too retain significant barriers to imports in sensitive areas.

Despite the substantial trade concessions granted in the 
Association Agreements, the EU market is not opening as fast as 
the CEE states or we would like. A study by the OECD earlier 
this year found that the EU and EFTA markets were less open to 
the CEE countries than the U.S. market.

The Central and East Europeans also face EU and EFTA 
non-tariff barriers, which are almost as great a problem as 
formal restrictions. The EU has exercised its right to 
"contingent protection" against surges of cheap CEE goods to 
reimpose steel quotas, to set minimum prices on some 
agricultural goods, and to impose anti-dumping duties on 
fertilizer. In addition, the EU and EFTA countries protect 
their domestic markets by throwing up indirect trade barriers 
such as the ban on certain imports for health, quality, or 
environmental reasons.

Regional Cooperation

A number of post-1989 regional groups have sprung up in 
CEE. Some are comprised only of CEE countries (the Visegrad 
group of Poland, Czech Republic, Slovakia, and Hungary); others 
involve CEE and’West European states (e.g. the Central European 
Initiative, including the Visegrad Four, Italy, Austria, and 
former Yugoslav states; the Black Sea Economic Cooperation
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Organization, including non-Yugoslav Balkan States, Ukraine, 
Moldova, Russia, and the Caucasian states; the Council of 
Baltic Sea States, including the three Baltic states, Denmark, 
Finland, Germany, Norway, Poland, Russia and Sweden; and some 
of the EU's Euroregions, involving border areas of two or 
several states). These groups have been slow to develop or 
plan joint projects (though some steps, such as a Visegrad free 
trade agreement, have been taken). Some of the problem is lack 
of technical resources and some is lack of sustained political 
will — CEE governments would prefer to deal with the West on 
their own and often in competition with their neighbors.

Yet the need for regional cooperation is considerable, on 
both political and economic grounds. Some problems require 
regional solutions — transport and communications infra­
structure, border crossing, and environmental projects among 
them. Political rivalries fueled by local competitions or 
ethnic problems can grow as economic stresses continue, and 
regional cooperation can be a countervailing factor. To get it 
moving, political support and some Western resources may be 
needed, and the recommendations below address this.

The U.S. and other Western countries are providing 
technical assistance in critical sectors: banking and bank
regulation; budget and tax administration; commercial, banking, 
and accounting law and regulations; privatization and 
anti-trust, competition, and monopoly laws and enforcement; 
public service; and other areas. Based on needs of the 
individual countries and the stage of their economic 
transformation, resources can be redirected from support for 
private enterprise programs in the Northern Tier and from 
Northern to Southern Tier countries generally, guided by the 
President's CEE Assistance Coordinator.

Key Policy Rgnommendations

• Using high-level diplomatic efforts and public statements, 
press the EU and EFTA to provide greater market access for 
CEE countries. For our part, take steps to open our 
markets, including by recategorizing eligible CEE countries 
as having market vice non-market economies. (There are 
disagreements on how to proceed.)

• Direct greater emphasis on assistance programs which help 
CEE governments develop a responsive social safety net 
within their fiscal restraints.

Devote greater effort to encourage Western and U.S. trade 
and investment in CEE.

Encourage IFI projects on regional transportation and 
communications infrastructure.
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Initiate an effort to coordinate resources more effectively 
to assist privatized firms in their attempts to restructure. 
The World Bank would be encouraged to reprogram funds to 
help cushion the immediate adverse social impact.

Emphasize bilaterally and through the IFIs other forms of 
transnational economic cooperation, possibly by setting a 
target portion of assistance and IFI funds for this purpose 
(this is a disputed issue).

Action Program 

A. Integration

The most effective way to promote a successful transition 
to a market system over the long run is to bring the CEE 
countries straightaway into the community of market-based 
economies. We are already making considerable progress in 
constructing the legal and treaty underpinnings for full trade 
relations with all CEE countries (trade agreements, investment 
treaties, tax treaties, GATT membership, unconditional MEN 
status, export control systems, removal of Cold War-era 
restrictions, etc.). These efforts will continue. Integration 
can be further advanced by the following initiatives:

1. Challenge EU and EFTA protectionism vis-a-vis CEE and the 
U.S. (after completion of the Uruguay Round). We should 
use the July 1994 G-7 Summit as a forcing event, just as we 
used this past year’s to forge an assistance effort for 
Russia. In the near term, we should:

Apply pressure on EU and EFTA countries through 
official channels and public diplomacy over their 
barriers to trade with CEE. We have several upcoming 
opportunities for high-visibility public diplomacy to 
push this theme, for example: the President's speech 
before the European Parliament January 9; and the 
U.S.-EU Summit on January 11. Additionally, we can use 
the U.S.-EU Subcabinet forum to push for greater market 
access; the next Subcabinet meeting should be at the 
end of January 1994.

Examine the EU Association Agreements and the EFTA free 
trade agreements with the CEE states for compatibility 
with the GATT and seek remedial action where warranted. 
(This aims to ensure that those agreements cover 
substantially all trade as required by the GATT and do 
not disadvantage the CEE countries by allowing Western 
Europe to open markets selectively in order to benefit 
their own interests. Our main target is the EU.)

-COME-IPENTlAIw
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Assist CEE countries in challenging EU and EFTA unfair 
trade practices, taking care not to damage legitimate 
CEE interests with the EU; supply technical assistance 
to support CEE activism.

Review the manner in which U.S. anti-dumping laws are 
applied to CEE countries. This is an issue of 
disagreement. The two options follow:

OPTION I

• The Secretary of Commerce, or his designee, should 
conduct an accelerated review of the countries in the 
region to determine whether to change their status from 
"non-market" to "market economies" — the criterion for 
deciding how to calculate fair-market value for an anti­
dumping action. The President could announce initiation 
of this review (or, if possible, its completion) during 
his January visit to Prague. (USTR, Treasury, State 
and NSC Staff support this option; Commerce strongly 
opposes.)

OPTION II

• Determine whether to change status on a case-by-case 
basis in the context of an anti-dumping case or 
administrative review. (Commerce, the administering 
authority, supports this option.)

Note: Under either option, there could be concerns in some
quarters on Capitol Hill stemming from the potentially 
adverse impact on U.S. industry, although many in the 
Congress could well support this effort to help the CEE 
states; opinions differ as to whether Congressional 
concerns would be greater in the case of an across-the- 
board review under option 1, or a country-specific review 
keyed to a specific case affecting a particular U.S. firm 
under option 2. Commerce also notes that the task of 
compiling statutorily-mandated data on a region-wide basis 
under option 1 would be formidable, although other agencies 
believe the CEE countries would be eager to provide the 
necessary data given the benefits from this initiative.

Along the lines of their treatment of Russia and the NIS, 
Commerce should increase its efforts to educate Non-Market 
Economy (NME) officials on the complexities of the 
anti-dumping law to ensure their full cooperation in 
investigations and thus avoid resort to adverse inferences 
for failure-to supply required data. In addition. Commerce 
should provide technical assistance to educate NME 
officials regarding competitive markets, pricing, and 
profit maximization, in general.

tPENIlAlr-
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4. Commerce should, within its statutory authority, give
serious consideration to establishing quotas in accordance 
with the special suspension agreement provision for those 
CEE countries that remain designated as NNEs. (This is a 
specialized category for NMEs we have used for Russian 
uranium.) The purpose of this approach is to, while 
protecting domestic industry from unfairly priced goods, 
allow CEE states access to the U.S. market.

B. Strengthen the U.S- rp^nnwirri al position

We are already active in encouraging U.S. commercial 
presence in CEE countries. Without requiring new policy 
decisions, relevant U.S. agencies will continue to expand the 
official U.S. commercial presence in the region and will be 
working to support and encourage activities of Chambers of 
Commerce, Business Councils, and other private-sector entities 
to facilitate ongoing trade and investment activity in each CEE 
state and to increase CEE market awareness among U.S. firms.
We will also continue to use USG entities, including the Trade 
Promotion Coordinating Committee, to direct USG export 
promotion programs toward CEE. In addition, we propose the 
following new or expanded initiatives.

1. Organize business development/promotion missions,
particularly in areas with good U.S. export' potential, such 
as energy and power projects, telecommunications, 
franchising, environmental equipment and technology, 
transportation infrastructure, medical equipment, and 
electronics. Funding for such missions will be drawn 
primarily from private sector participants.

2. Organize a high-profile conference, sponsored by the Mhite 
House, to focus on the evolving investment climate in CEE 
and trade and investment opportunities. The aim would be 
to catalyze increased U.S. investment in, and trade with, 
CEE states by helping CEE governments and entrepreneurs in 
eliminating remaining barriers. (Care must be taken to 
avoid any "job export" implications.)

3. Target O^C programs and services, furthering U.S. 
investment in the region, through the following:

— Elicit and accept sound proposals from private fund 
managers to establish privately managed investment 
funds in the region, similar to the Poland Partners 
Fund (an investment fund backed by OPIC guarantees that 
will provide capital for projects in Poland);
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Increase the per-project lending limit from $50 million 
to $200 million;

Seek legislative authority to enable OPIC to provide 
equity as part of a total project financing package.

4. Fully fund the U.S. commitment to the EBRD. Congress has 
cut funding to zero from the Administration's request for 
$60 million for FY-94. An Administration initiative 
explaining why we believe the shake-up in the EBRD's 
leadership justifies continued U.S. support will be needed 
to restore it.

C. Regional Cooperation

1. Take specific steps to encourage binational and multi­
national cooperation among CEE nations, making clear that 
such cooperation is a complement to, not a substitute for, 
integration into Western institutions:

Seek regular dialogue with constructive emerging 
transnational groups — such as Visegrad, the Central 
European Initiative, the Black Sea Economic Initiative, 
and Euroregions — and with the front-line states 
facing Serbia (there is a precedent, e.g., we attend 
ASEAN post-ministerial conferences at Cabinet level.)

Provide technical assistance to design and implement 
joint projects of interest to regional or ^ hoc groups 
from more than one nation and to encourage other 
Western countries, the EU, and other multilateral 
groups to do the same.

Based on the precedent of the Caribbean Basin 
Initiative, support economic cooperation among CEE 
firms by allowing duty-free (GSP) importation of 
products whose combined CEE domestic value-added 
portion reaches 35 percent, instead of the current 35 
percent value-added in a single country. This will 
require legislation, e.g., in the context of GSP in 
renewal in 1994.

NSC Staff proposes, but AID, State, Treasury, and (Mffl 
oppose, the following: (See Attachment B, Annex 2 for
details, pros and cons.)

• Announce that the U.S. will seek to use 20 percent of 
our assistance funds in support of viable initiatives 
designed by regional groups or involving more than one 
nation in the region. The 20-percent figure would be a

mMr
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target for viable regional projects and neither a 
ceiling nor a rigid earmark — totals could go higher. 
Urge that IFIs and the EU similarly designate a portion 
of their funds.

Economic project categories from which we would 
seek to reach the 20-percent figure include: 
regional transportation and communication 
infrastructure projects (see below), environmental 
projects including the possible new Joint 
Japan-U.S. East European Environmental Initiative, 
projects designed by CEE Euroregions, tourism and 
cross-border small trade projects, and projects to 
upgrade border crossing facilities. We would also 
include democracy initiatives and viable projects 
involving more than one nation or more than one 
ethnic group within a single country.

Note: The President's CEE Assistance Coordinator believes 
there is no empirical basis for a 20-percent target. If 
Deputies believe a greater emphasis should be placed on 
regional activities, however, the Coordinator would report 
progress in his follow-up actions, allowing the Deputies to 
monitor progress without setting an arbitrary target figure.

D. Infrastructure

1. Through coordinating meetings with the EU and IFIs and
dialogue with CEE states, encourage greater development of 
regional transportation and communications infrastructure. 
This will yield both economic and political dividends in 
the front-line states hard-pressed by the cost of enforcing 
the Serbian the sanctions regime. While front-line states 
have priority, efforts should also include the Northern 
Tier states, e.g. assistance in border crossings. (See 
Attachment B, Annex 3 for details.)

Use U.S. influence with IFIs 
regional projects.

to promote funding of

Encourage CEE states to work together (perhaps through 
existing Black Sea, Central European Initiative, and 
Baltic groups) to translate project ideas into 
feasibility studies and funding proposals. Extend offer 
of U.S. good offices to help resolve disagreements.
Where appropriate, provide technical assistance to help 
the CEE states craft project and funding proposals.

Urge IFIs to provide financing to sector-specific, 
cross-border funds, such as in telecommunications.

Establish appropriate USG programs (OPIC, Commerce 
programs. Trade and Development Agency, Exim) to 
support infrastructure projects.

eONF^^NTIAL-
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E. Assistance for Reform

Although the reform process has made significant progress 
since 1989, success is far from assured. A substantial 
commitment to the region as a whole will be necessary at least 
until the end of the century. Given the limited assistance 
budget, in FY94 we will begin the phase-down of programs in 
certain sectors in those countries where reforms are 
progressing well, e.g. support for private enterprise in the 
Northern Tier countries. This should permit us to apply those 
saved resources to assistance programs in the Southern Tier 
countries. With these redirected resources in mind, we propose 
to continue assistance in macroeconomic, budget, tax, legal, 
and fiscal areas, which lay the groundwork for increased 
foreign investment. We also propose to:

1. Increase emphasis of technical assistance on systemic 
responses to unemployment and other social safety net 
issues, helping governments to develop a rational safety 
net, within their fiscal constraints.

2. Ensure that minorities are benefiting from ongoing 
assistance projects in an effort to enhance their 
integration into the emerging market economic system. This 
should include promoting programs in which more than one 
ethnic group participates.

3. Develop, possibly in coordination with the World Bank and 
other donor institutions, a new "post-privatization" 
effort, using existing funds, to coordinate assistance to 
enterprises, owners and managers restructuring firms after 
they have been privatized, and to selected regions or 
cities to help ease some of privatization's negative side 
effects. Reprogrammed IFI resources could be used to help 
cushion the short-term impact on social services that the 
newly privatized firms would shed. This initiative will 
need to be developed further by the Interagency Working 
Group before it can be implemented. (See Attachment B, 
Annex 4 for details.)
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ACTION PROGRAM: SECURITY

Problems

• How to induce a stabilizing sense of security among CEE 
countries and build bridges to Russia and the NIS without 
drawing new, self-fulfilling barriers in Europe or 
compromising the operational effectiveness of NATO.

• How to integrate CEE countries into a broader, more stable 
Western security system -- with NATO as a key pillar — 
that also can encompass Russia, Ukraine, and the other NIS.

• How to head off or bring to a satisfactory end armed 
conflicts that do arise in the region.

• How to prevent proliferation of weapons of mass destruction 
and their delivery systems from or into the region.

• How to strengthen CEE countries' ability and interest in 
eliminating or cutting back on arms and other dangerous or 
destabilizing sales to pariah regimes.

• How to promote development of military establishments that 
form an integral part of a democratic constitutional order.

• How to assist CEE countries with their legitimate defense 
needs.

• How to encourage intra-regional stability by fostering 
cooperation among CEE militaries.

Premises

Our short-term aims are both political and psychological: 
to reassure the new democracies that their present cooperation 
with NATO is the first stage of an evolutionary process that 
could lead to NATO membership; and to develop more effective 
mechanisms, through the CSCE and NACC, for conflict prevention 
and crisis management. Significant progress toward NATO 
admission would help reformist political leaders to make the 
case to their publics for the sacrifices necessary for a market 
economy by providing a sense of security to governments and 
societies.

Our long-term aim is broader: to integrate the CEE region
as a whole — including the NIS — into a common Euro-Atlantic 
security system in which relationships among Eastern states are 
as stable and peaceful as among most NATO members. We should

€CTIFIDFf*TTfTr
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promote intra-CEE cooperation as a complement to, not a 
substitute for, CEE cooperation with the West. While CEE 
states have an intense desire to develop their cooperation with 
the West, development of cooperation with one another may 
require outside leadership.

"Joining Europe" is still the basic aim of all the CEE 
countries except Serbia-Montenegro. It still imparts most of 
the momentum to CEE's domestic and foreign policies. The CEE 
countries have embraced the European model of constitutional 
parliamentary republics, they yearn for membership in the EU 
and NATO, and their leaders exhort their people to act in a 
manner befitting European civil society at the close of the 
20th century.

Progress in "creating the basis for continent-wide 
security" should be made on three tracks: enhancing the
effectiveness of the CSCE as the pan-European instrument of 
choice for conflict-prevention and crisis-management in 
situations not requiring military action; promoting a more 
dynamic role for NATO — on its own and in concert with the 
"Partners for Peace" — in peacekeeping and crisis-management; 
and "normalizing" our defense and security relations with the 
CEE countries through bilateral programs and through the North 
Atlantic Cooperation Council (NACC).

CSCE

CSCE's mandate covers military, economic, and political 
aspects of security, although its greatest area of relative 
advantage has been in minority and other human rights issues. 
CSCE is the only organization that includes (nearly) all 
European states and has an agreed legitimate interest in 
aspects of states' internal affairs, including how governments 
treat their own people.

Since ethnic and other internal tensions are among the most 
likely sources of conflict in today's Europe, enhancing CSCE's 
ability to deal with them is the heart of "preventive 
diplomacy" — the lower end of security underpinnings in CEE.
We recognize CSCE's limitations: when military capabilities
are needed to manage European crisis situations, CSCE should 
turn to NATO, members of the NACC/Partnership for Peace (PEP), 
or the Western European Union (WEU). Enforcement of CSCE norms 
is not in the cards for the foreseeable future. But through 
sustained attention and effort, we can give CSCE the political 
backing it needs and improve its tools for oversight of 
compliance and for moral suasion, although steps toward this 
end will be incremental and individually undramatic.
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NATO

NATO'S potentially greater role in conflict prevention and 
crisis management is based on its offer to support on a case-by- 
case basis peacekeeping operations under the authority of the 
UN or CSCE. Peacekeeping by NATO — with its robust 
capabilities and effective command and control — will be seen 
by U.S. and Western publics as distinct from traditional UN 
peacekeeping operations, because NATO is an established 
military organization with well trained and integrated forces,

NATO's cooperation with the CEE countries through the NACC 
and its PFP will aim in part at promoting "NATO compatibility" 
for CEE militaries (civilian control, defensive doctrines, 
common training and information-security standards, and 
interoperable equipment) both as a basis for joint action and 
as a prerequisite for potential NATO membership.

NATO outreach in the area of arms control implementation 
can also play a positive role in building concrete political 
and military relationships with CEE states. We must continue 
to signal the importance we attach to fulfillment of arms 
control commitments.

Bilateral Relations

Our bilateral cooperation programs with CEE states should 
reinforce and complement the PFP and other NACC programs — in 
effect, grooming CEE military and defense establishments for 
possible NATO membership. The content of our bilateral 
cooperation as well as "differentiation" within the NACC and 
the PFP should proceed through self-selection, based in part on 
the interest and ability of cooperation partners to participate 
in cooperative activities, rather than on any explicit 
geostrategic or economic criteria.

Our bilateral programs should provide practical examples of 
the benefits of cooperation while contributing to the education 
of a recipient country's defense establishment. These new or 
expanded programs can lead to a qualitatively different 
relationship on security issues, supporting a second, post-NATO- 
Summit stage of military-to-military cooperation. Among a 
variety of tools, the U.S. European Command's Military Joint 
Contact Team Program (JCTP) has most effectively met the 
Central and East Europeans' critical needs — obtaining 
NATO-compatible expertise and an understanding of Western 
concepts of civil-military relations — at minimal cost.

With limited funding, we are in serious danger of not being 
able to afford the policy we are proposing at the NATO Summit 
as well as in this paper. This will become an acute problem
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for our bilateral initiatives and our credibility post-Sumrnit 
unless we address the security assistance issue inunediately.
We have yet to plan and program funds adequately for the 
transition from JCTP to normal security related cooperation 
(Foreign Military Sales (FMS), service programs, etc.).

Deputies have already agreed that NATO members should look 
for opportunities to provide excess military equipment to 
active Eastern participants in the PFP. The PFP initiative 
will lead us toward decisions and programs to provide CEE 
states with military equipment. Our release of military 
equipment should emphasize defensive systems and should promote 
interoperability of command, control and communications to 
facilitate joint exercises and peacekeeping operations, 
contingent upon continued social and political progress by the 
partnership nation. Budgetary constraints will continue to 
limit CEE modernization efforts, however.

Arms Controls/Export Controls

Under severe economic and social pressure, CEE countries 
have been unable to resist the temptation to make lucrative but 
sometimes harmful sales of military and other equipment to 
traditional Cold War-era customers (Syria, North Korea) and to 
other pariah countries (Iran, Burma). When challenged, CEE 
states sometimes back off sales; at other times they go ahead. 
When they do go ahead, they sometimes cite real or alleged 
Western or Russian sales of similar equipment (e.g. U.S. 
helicopters to Burma, Russian submarines to Iran). However,
U.S. sales are subject to a strict system of export controls 
(prohibition on retransfers, etc.) designed to restrict 
destabilizing arms transfers.

Our policy should strongly discourage the CEE states from 
undertaking technology transfers related to weapons of mass 
destruction, and arms sales to Iran, Libya and other countries 
that threaten international stability. We must also recognize 
the need for consistency in our arms transfer policy: we will
not be credible in asking CEE states to refrain from arms 
transfers unless we press for parallel restraint from Russia, 
our allies, and ourselves. Overall policies for conventional 
arms transfers are being developed pursuant to PDD-13.

Production cooperation, either through sharing of technology 
or arrangements for licensed production of U.S. equipment, can 
help CEE countries address procurement problems. More 
extensive application of dual-use technologies can ease the 
conversion of defense to civilian production. Solid export 
control regimes and responsible export policies should remain a 
precondition for close cooperation in technology transfers and 
invitation into international control fora, as well as enhanced 
cooperation and trade in military areas.
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Key Policy Recommendations:

Decisions taken by Deputies and Principals as part of NATO 
Summit preparations haye begun the process of moying beyond the 
introductory phase of military-to-military relations. We are
beginning efforts to encourage CEE states to engage meaningfully 
in the PFP; to expand and deepen bilateral cooperation on 
security issues; to integrate our bilateral initiatives into 
NATO and PFP efforts to support CEE countries; and to strengthen 
CSCE’s ability to handle low-level, incipient conflicts between 
and within CEE states. Most of the following action program 
builds upon these processes. Key new elements, however, are:

• Assist in organizing, training, and to a degree equipping 
CEE units to promote compatibility with U.S. and NATO 
forces.

• Incrementally enhance CSCE's operational and conflict- 
prevention capabilities.

• End remaining Cold War-era prohibitions and restrictions on 
U.S. arms sales and transfers to CEE states, relying 
instead on established laws and policy on sensitive 
transfers and case-by-case adjudications.

• Launch an initiative to establish a region-wide airspace 
management and air sovereignty regime.

Action Program

A. NATO/NACC/Partnership for Peace

1. Assist, both bilaterally and through NACC and PFP programs, 
in organizing and training, and equipping where possible, 
CEE units to NATO standards. The aim is to facilitate 
joint operations by CEE militaries with the Alliance.

Encourage CEE countries to maintain or create units 
capable of and earmarked for possible joint 
peacekeeping operations with NATO.

Work with allies and CEE partners to identify available 
excess, second generation, NATO-compatible equipment 
for potential transfer or sale or that can be purchased 
commercially at relatively low cost.

Seek funding for assistance to CEE countries to 
modernize the equipment and improve the 
interoperability of their militaries.

2. Encourage active participation by CEE states in other 
aspects of the PFP.

^QN 3^
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3. Boost NATO's capacity to serve as a clearinghouse for 
coordination of allies' bilateral military-to-military 
programs of assistance to the East, as a means of ensuring 
a more rational division of labor and avoiding duplication,

To set an example for the Allies, we should channel as 
much as possible of our bilateral effort through NATO, 
NACC, PFP, and Group on Defense Matters programs, and 
ensure that our bilateral programs do not get too far 
out in front of those of our allies politically or 
financially.

B. CSCE

Conflict Prevention. CSCE's evolution should remain 
incremental, a matter of responding to concrete problems rather 
than an attempt to impose some grand design on Europe's fluid 
security situation. That said, there are practical steps that 
should be taken now to improve the effectiveness of CSCE's 
oversight/mediation role on minority and other internal issues 
that could lead to conflict. In addition to the Deputies' 
agreement that the PFP coordinate responses to CSCE missions* 
resource needs, the CSCE Ministerial in Rome agreed in 
principle to U.S. initiatives to establish a "rapid reaction 
roster" of personnel and a revolving fund that will enable CSCE 
missions to be deployed on short notice. In addition, we 
should propose or support proposals to:

1. Give CSCE a small stock of its own equipment. For example, 
we should actively explore the possibility of providing 
communications expertise to CSCE's Missions Support Unit in 
Vienna. This could be a unilateral offer or one through 
NATO, which would fulfill NATO's promise at the Oslo 
Ministerial actively to support CSCE's conflict-prevention 
work.

2. Require countries to report to CSCE on implementation of 
recommendations from CSCE missions. The reports could 
explain what steps were being taken as alternatives to CSCE 
recommendations. Implementation reports would be discussed 
by the Permanent Committee or the Committee of Senior 
Officials.

Dispute Settlement mechanisms. We also will continue to 
urge states to use CSCE's existing dispute settlement 
mechanisms. We propose to strengthen those by:

3. Closing the "Valletta loophole", whereby states are not
obligated to accept any third-party involvement in disputes 
between them that involve territory or sovereignty.
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Institutional Reform. While preserving the institutional 
and procedural flexibility that are important to CSCE's 
effectiveness, we also should look for opportunities to stream­
line and better coordinate overlapping functions and procedures 
that have mushroomed. Here, too, the best course probably will 
be to look for incremental and evolutional opportunities rather 
than proposing sweeping reform. Progress was made in this 
regard at the Rome Ministerial where CSCE members endorsed U.S. 
proposals to strengthen the role of the Vienna Group, renamed 
the Permanent Committee. Looking ahead:

4. By mid-1994, our CSCE Ambassador should make other specific 
proposals on the institutional direction in which we want 
to urge CSCE to go as opportunities arise.

CSCE Long-Duration Missions.

5. We should propose that CSCE missions of long duration
routinely include military personnel, and be willing — on 
a case-by-case basis — to name U.S. military personnel to 
serve on CEE missions. (This would not change the policy 
of not putting American military personnel on the ground in 
the NIS.)

C. Nonproliferafipn/Export Controls

We are already working with CEE countries on establishing 
and maintaining effective arms and export control regimes that 
comport with COCOM (and its successor) and other regimes such 
as the Missile Technology Control Regime, Nuclear Suppliers 
Group, and Australia Group. We must continue to emphasize the 
importance of full implementation of existing arms control 
agreements and nonproliferation regimes (e.g., the Nuclear 
Nonproliferation Treaty, Chemical Warfare Convention, 
Biological Warfare Convention). At the same time, we continue 
to press CEE states not to sell arms to pariah states.

Our action plan in this area is a continuation of these 
current, active policies, keeping in mind the need for 
consistency between what we ask of CEE countries and what 
we ask of our allies, Russia, and other countries.

D. Other Bilateral Cooperation and Assistance

We will continue to work to expand and improve several 
on-going programs, including the EUCOM Joint Contact Team 
Program (JCTP) and programs for the exchange of information, 
intelligence, and expertise. We will transform the JCTP into a 
long-term sustained effort relying over time on Defense Attache 
Offices and the establishment of Offices of Defense Cooperation 
as security assistance programs begin to grow. Although not 
new initiatives, these proposals are newly relevant as we seek
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to enhance future interoperability of CEE militaries with NATO 
and ensure their civilian oversight. At the same time, we face 
new challenges to secure funding for these programs. In 
addition to making these current programs sustainable and more 
relevant to future needs, we propose that:

1. OSD should continue development of programs of civilian 
defense cooperation with CEE ministries of defense under 
the auspices of the Bilateral Working Groups. This would 
parallel the ongoing cooperation with uniformed militaries 
and promote "civilianization" of security policies.
Special attention should go to help relevant Congressional 
staff develop cooperative exchanges with CEE parliaments to 
promote democratic defense and security institutions.

2. End Cold War-era prohibitions and restrictions on U.S. arms 
sales and arms transfers that bar assistance that could 
help CEE countries in meeting legitimate defense needs and 
in developing NATO-compatible military capabilities.

— Complete security assistance Presidential Determinations 
(PDs) for all CEE states. This would allow the USG to 
transfer U.S. defense articles and services to CEE 
governments. Sensitive arms transfers would still be 
appropriately constrained by existing laws and 
established policy that, inter alia, prohibit 
retransfer without U.S. consent, and by case-by-case 
adjudications of each transfer. (Only Poland and 
Hungary now benefit from PDs.)

PDs should be completed for all countries in the 
region (except those under arms embargoes) and 
should avoid drawing distinctions. Such 
discrimination can be managed by the case-by-case 
reviews of each transfer. (Note: All agencies
support this recommendation for PDs on a region­
wide basis. State/PM notes that a country-specific 
review would be necessary for each CEE state before 
judging that it gualifies for a PD.)

— The Secretary of State should remove all CEE states 
(except those under arms embargoes) from the list of 
proscribed countries in the International Traffic in 
Arms Regulations (ITAR) to permit CEE private and 
governmental entities to purchase defense articles and 
technology from U.S. commercial sources. (Only Poland, 
Hungary, the Czech Republic, and Slovakia have been 
removed from the ITAR list to date.)

— The President should announce these steps during his 
January 1994 visit to Prague.

Intensify programs of U.S. Navy ship visits to CEE ports.
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E. Regional Security CQOPe^^tio^
Using NACC, CSCE, Partnership for Peace and bilateral 

instruments, we should support and encourage regional security- 
cooperation among groups of CEE states when it is not directed 
against third parties. In so doing, we should make clear to 
the CEE states that this is not a substitute for integration 
into NATO structures through the NACC and PEP, but a means of 
reinforcing that process. The IWG has identified one specific 
area where a regional approach would be beneficial;

1. DOD and other agencies should launch an initiative to help 
establish a region-wide civil-military airspace management 
and air sovereignty system, using bilateral technical 
assistance and NATO/NACC mechanisms. Finding adequate 
resources to finance such an initiative is the chief 
impediment (the first stage, for Visegrad countries, would 
cost roughly $500,000); a NACC approach could provide for 
greater burden-sharing, but it would be extremely difficult 
to gain allied agreement. (See Attachment B, Annex 5 for 
details.)
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ACTION PROGRAM: FOLLOW UP

Sustained, high-level engagement-

Our efforts to realize the objectives and initiatives set 
forth above will be more effective if they are coordinated, 
monitored, and accompanied by visible, frequent high-level 
attention to the region. Toward this end, we propose:

• The President should enunciate our new policy in his 
European speech just before the January 1994 NATO Summit, 
and in his Prague meeting with the Visegrad leaders just 
after.

• This should be followed by Cabinet-level visits to all CEE 
capitals during 1994, with special attention to 
non-Visegrad states.

• Intensified regular consultations should be established 
with CEE countries and with regional groups and ad hoc 
groups of more than one country — at the Assistant 
Secretary or Deputy Assistant Secretary level — on 
political issues, economic policies, and transnational 
problems such as counter-terrorism, narcotics, and the 
environment.

• This should be accompanied by the continuation of Bilateral 
Working Groups on defense and security issues or the 
establishment of such groups with those states in the 
region with whom we have not yet done so.

Funding Issues

Although the democracy and market reform initiatives 
covered in this PRD can be absorbed within existing — albeit 
modestly redirected — SEED resources, some of the security 
recommendations will require new initiatives to identify 
resources within DOD and elsewhere. This will occur as the PFP 
program acquires specificity and substance.

Sustained Follow-up within the USG

To ensure effective implementation of our policy. State 
should establish an Interagency Working Group on Central and 
Eastern Europe chaired at the Deputy Assistant Secretary level 
to meet every two months to review and task follow-through on 
PRD recommendations, working in coordination with existing IWGs 
on CEE assistance and military-to-military relations, and with 
the IWG established by PRD-26 for promoting democracy.

EMTIAIr-
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PRD 36: SUMMARY OF POLICY RECQM ATIONS

Democracy Human Rights: See Text Page:

Points of Agreement

o Devote greater resources for democracy
programs. 11

o Support regional or inter-ethnic
democracy programs. 12

o Establish Embassy-based "Democracy
Commissions" to coordinate in-country
democracy programs. 13

Commissions would administer a 
small grant program.

o Use CSCE as institution of first resort 
for multilateral approaches to human
rights/democracy problems. 13

Establish a data bank for public 
and private democracy initiatives at 
CSCE's Warsaw Office of Democratic 
Initiatives and Human Rights (ODIHR); 
add ODIHR positions.

Increase diplomatic support for CSCE's 
High Commissioner for National Minorities.

o Assert principle that CSCE, not particular 14
states, has primacy in disputes over human 
rights/ethnic minorities.

Points of Disagreement

o Whether to establish a quasi-governmental
Democracy Institute working through CEE field 
offices. 12

(Annex 1)
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Market Economy

Points of Agreement

o Challenge EU and EFTA protectionism through 
diplomatic and public efforts, using July G-7 
Summit as forcing event. Assist CEE countries 
in challenging unfair EU trade practices.

o Commerce to increase efforts to educate CEE 
on anti-dumping laws.

o Commerce, within statutory authority, to 
consider establishing quotas in accordance 
with special suspension agreement authority 
for remaining CEE non-market economies.

o Strengthen the U.S. commercial position.

Organize business promotion missions.

— Organize a White House-sponsored
conference on CEE investment and trade.

o Target OPIC programs in CEE.

Consider proposals from private fund 
managers to establish privately 
managed investment funds.

Increase the per-project lending limit 
to as much as $200 million.

— Seek legislative authority for OPIC to 
provide equity as part of total project 
financing package.

o Continue efforts to fund U.S. commitment 
to the EBRD.

o Encourage regional/sub-regional cooperation.

Seek dialogue with regional/subregional 
groups.

Provide technical assistance to regional/ 
subregional groups.

Change duty schedule to benefit regionally 
produced products.

22

22

23

23
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Initiate regional transport/communications 
infrastructure projects.

— Use influence with IFIs; bilateral tools.

24
(Annex 3)

Encourage development of a regional planning 
authority for joint projects.

Increase technical assistance to reform 
public sector/social safety net.

Ensure minorities benefit from assistance 
projects.

Develop initiative for post-privatization 
assistance to firms and communities, possibly 
working with World Bank.

(Annex 4)

Points of Disagreement

o Whether, in time for the President's January 
trip, to announce the initiation (or, if 
possible, the completion) of an accelerated 
review aimed at recategorizing eligible CEEs 
from non-market to market economy status under 
current anti-dumping laws, or alternatively. 
whether to study the issue only in the context 
of an anti-dumping suit.

o Whether to establish targets for directing 20
percent of USG economic and democracy assistance 
toward regional programs involving more 
than one state or ethnic group.

(Annex 2)

— Points of Agreement

o Assist in organizing and training CEE units 
to NATO standards.

Encourage CEE countries to create 
peacekeeping units for joint 
operations with NATO.

Identify NATO-compatible equipment for 
grant or sale.



o

o

o

o

- 4 -

Seek funding for military assistance for CEE.

Boost NATO's capacity to serve as clearinghouse 
for NATO members' bilateral mil-mil programs.

Increase CSCE's effectiveness in conflict 
prevention.

— Give CSCE a small stock of its own equipment.

Require countries to report on 
implementation of CSCE recommendations.

CSCE Ambassador to make institutional 
proposals by mid-1994.

— Close the "Valletta loophole."

Propose that CSCE long-duration missions 
include military personnel, and be willing 
to name U.S. military personnel on a 
case-by-case basis to serve on missions in CEE.

Develop civilian defense cooperation.

End Cold War-era prohibitions and restrictions 
on U.S arms sales and transfers.

Complete Presidential Determinations for 
all CEE states.

Remove CEE states from ITAR list.

Increase Navy ship visits.

Launch initiative to develop regional 
civil/military airspace regime, pending 
identification of funding.

31

31

34
(Annex 5)

Sustained High-Level ;

o Recommend the President enunciate our CEE 
policy during the European trip.

o Cabinet-level visits to all CEE capitals 
in 1994.

o Intensified regular consultations with all 
CEE countries at A/S or DAS level.
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Establish IWG chaired by State at DAS level 
to follow through on PRD recommendations.

Resources:

o SEED resources should be maintained at about 
current level (just under $400 million).

Resources for military-to-military programs 
should be increased.
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PRD 36: AI

?ACY TNRTTTHTK" PROPOSAT.

To establish an independent, non-profit foundation 
(the "Central and Eastern European Institute for Democracy," or 
Democracy Institute) modeled on other regionally based 
foundations such as the Eurasia Foundation, headquartered in 
Washington with small field offices in CEE countries. It would 
have a mandate to: a) give small grants in-country for
projects in support of democracy; b) as it establishes itself, 
run its own programs directly where this makes sense in terms 
of need and other available programs; and c) work in concert 
with other NGOs and Western official organizations on a 
project-by-project basis, including matching funds. The heads 
of field offices would participate in Embassy Democracy 
Commissions.

Backgroundi IWG members agree that more resources need to be 
devoted to support for democracy, broadly defined to include 
support for grass roots and other citizens and professional 
groups. The USG presently is planning to address this with a 
large ($5.5 million per year starting in CY 94) project working 
through U.S.-based NGOs to support the development of private 
and non-profit organizations in CEE.

The Democracy Institute concept is an alternative to the USG's 
planned program to respond to significant unmet needs that 
inhibit the effectiveness of traditional programs. These needs 
include more field-based decision-making; an ability to make 
small grants; an ability to support indigenous NGOs more 
directly; greater flexibility in working with local, U.S., and 
other organizations on specific programs; and a mandate to 
leverage funds from sources other than the USG.

The concept draws on the Eurasia Foundation, established by the 
USG and operating in the NIS under a contract with AID. The 
President's NIS Assistance Coordinator has had positive initial 
experience with the Eurasia Foundation. No new legislation 
would be required: the mechanism for USG funding could be a
contract between the Institute and AID. Congress would be 
notified via the standard AID congressional notification 
procedures.

The Democracy Institute's field offices would work in 
coordination with local U.S. Embassies and would accept Embassy 
guidance and input. The headquarters office in Washington 
would also accept guidance and input. Neither the Washington 
office nor the field offices of the Democracy Institute would 
be formal USG bodies under direct USG supervision, but the 
contract with the USG would stipulate procedures for formal 
reports and audits.

€0MPJPBMTIftIi—
DECLASSIFIED 
PER E.0,13526

9/(Oj|D



GeigiDBimEMr

ANNEX 1
- 2 -

The Democracy Institute's activities would embrace three 
categories:

o Giving small grants to local groups (e.g., NGOs,
non-partisan citizens groups). Turnaround time would be 
fast (the Eurasia Foundation turns around grant requests 
within a few weeks). The field offices would coordinate 
with local Embassies and receive approval from the 
Washington office. Grants would be a major activity in 
more developed CEE countries where local NGOs are 
relatively skilled.

o Initiating and running programs directly. In a second
phase as they became established, the field offices would 
be able to bring in long-term experts to carry out 
programs. This would be a more prevalent activity in 
less-developed CEE countries (e.g., Albania).

o Working jointly with other organizations — USG, U.S. NGOs, 
corporations, third country, and multilateral — to raise 
funds and conduct programs. The Asia Foundation works with 
the National Democratic and Republican Institutes, and the 
Eurasia Foundation is working on cooperative programs with 
the German Marshall Fund. These involve pooling of 
resources for joint projects. A minority portion of the 
Asia Foundation's budget is covered by non-USG sources.

Staffing of each field office would be light, perhaps 
consisting of a U.S. citizen and local co-director, and, 
possibly, additional local staff. When possible, office space 
could be shared with other USG-affiliated bodies (Citizens 
Democracy Corps) or even with other Western organizations 
working to support democracy. Headquarters staffing would also 
be very light. For comparative purposes, the Eurasia 
Foundation has a Washington staff of about 15 plus five field 
offices in the NIS and has targeted its overhead for about 15% 
of budget (its first year start-up overhead was 22% of budget), 
a very low figure by NGO (and USG) standards.

Substantive activities would vary in each country, depending on 
local needs and programs (USG or otherwise) already running.
The Democracy Institute would have more flexibility than the 
NGOs under contract to AID, though it would seek, through 
coordination with the local U.S. Embassy, to complement ongoing 
programs. Activities would have a grass roots, regional or 
provincial focus; programs that brought together different 
ethnic or national communities would have a priority. Possible 
areas of activity include: strengthening the independent
judiciary and legal profession; promoting ethnic tolerance, 
especially through work with local organizations; and
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education, including especially civics. In these sensitive 
cases, relative distance from the USG could be a decided asset.

Funding would have to be identified within the existing SEED 
budget. (For comparative purposes, the Eurasia Foundation 
budget is about $15 million per year and AID is planning to 
fund new public administration programs for CEE in FY94 at $30 
million.) The $5.5 million targeted by AID for its U.S. NGO 
democracy programs would be one source for the Democracy 
Institute. Another would be found in resources made available 
as the Enterprise Funds in the Northern Tier countries reach 
full capitalization, expected in FY94.

In addition, following the precedent of the Asia Foundation, 
Embassy AID offices could provide funding in the field for 
designated Democracy Institute projects; as noted above, the 
Democracy Institute would elicit a portion of its funds from 
other NGOs and organizations for particular projects.

PROS
The Political Message. The Democracy Institute would pay 
political dividends. Unlike traditional programs, it is 
intended to be seen in CEE countries as evidence of sustained 
U.S. commitment to long-term democracy-building there. A sense 
that America is "with them" for the long haul can reassure and 
bolster democratic forces, especially as the reform process 
encounters setbacks (as it already is); that sense is now 
lacking. Political forces that resented the Democracy Institute 
as paternalistic might well resent any USG democracy program.

We would present the Democracy Institute as an example of 
government/private partnership representing broad U.S. values 
and objectives, not the USG; we would be clear that the 
Democracy Institute was not a USG organization. Ample 
precedent exists for this ambiguous situation: the Asia
Foundation, the Eurasia Foundation, and other similar bodies 
exemplify the quasi-official/independent model we seek; the 
Asia Foundation has been a success for many years. Experience 
shows that such organizations can have a significant, positive 
impact, especially over the medium and longer term, as they 
establish themselves and gain local experience and 
credibility. In the event of a reversal of democracy in a 
given country, an independent body operating in country can 
play an especially important role.

While a long-term commitment is a positive signal, the 
Democracy Institute would not be a permanent fixture. In 
countries where democracy was clearly entrenched at all levels 
and irreversible. Democracy Institute programs could be slowly 
phased out.
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A new institution — a dedicated, regional NGO as a carrier 
of the U.S. democracy agenda in CEE — arguably brings 
advantages that cannot fully be duplicated using traditional 
USG programs: speed in turning around indigenous grant
requests; breadth; flexibility in designing programs and 
cooperating with other organizations; a long-term, field- 
based presence that brings credibility and knowledge of the 
area; and sustainability through access to non-USG funds 
(the precedent of the Asia Foundation is relevant in this 
respect). Relying solely on contracted American NGOs will 
result in short-term presence; the USG should have its own, 
informally affiliated democracy flagship to demonstrate 
commitment and to get more of our modest assistance funds 
directly to indigenous groups rather than having to work 
through American contractors and NGOs.

The NIS Coordinator’s office has found the Eurasia 
Foundation, in some ways a precedent for this proposal, to 
be a responsible, cooperative partner. Past experience 
with similar regional, quasi-USG foundations (e.g., the 
Asia Foundation) suggests the overhead they bring is 
neither large nor onerous, and certainly no greater than 
that of the existing NGOs to which AID would turn.

Start-up time and costs could be mitigated by transitional 
use of existing infrastructure in Washington (e.g., by 
asking the Eurasia Foundation to take on CEE during a 
transitional period) and in the field (use of existing 
offices, such as the Citizens Democracy Corps). Proponents 
believe that start-up time would be no greater than, and 
possibly less than, the NGO approach suggested by AID.

Coordination with the Embassy would be informal but 
extensive, working through the Embassy's Democracy 
Commissions suggested in this PRD. The long experience of 
the Asia Foundation suggests that the working relationship 
between the Embassy and local field office can be very 
productive and that problems can be avoided, even in 
authoritarian host country environments. A requirement to 
consult could be written into the Democracy Institute 
contract with AID.

Embassies would still have a role in democracy programs. 
However, as the experience of the Asia and Eurasia 
Foundations suggests, there are advantages in establishing 
an institution with some distance from the Embassy. The 
experience of the Asia Foundation suggests that such 
quasi-official bodies can function without being regarded 
as USG instruments.

•eONFI^ENTIAL-



GQNFIDElTHMr

ANNEX 1
- 5 -

Sustainability and a long-term presence are advantages.
The issue of performance and unwanted "entitlement” can be 
addressed in the initial contract (e.g., by setting term 
limits on the Institute's leadership and providing a sunset 
clause).

Empowering Embassy Democracy Commissions to make their own 
small grants has merit, but does not eliminate the need for 
a long-standing, independent source of funding and activity 
for democracy programs. The independence and distance from 
the Embassy of a Democracy Institute could be advantages in 
the event of significant setbacks in a given country, and 
the greater flexibility an independent foundation would 
have in raising funds and cooperating with other local and 
third country bodies is a plus in any event.

CONS

The President’s CEE Assistance Coordinator believes there 
is no need for a new institution. Areas of weakness 
identified in the political structures of the CEE states 
are being addressed by ongoing and planned assistance 
programs. The "Second Generation" initiatives on 
developing NGOs and Public Administration — programs 
developed over the past year — as well as a small grant 
capacity in the Embassy's Democracy Commission address all 
of the target areas of the Democracy Institute.

We already have institutions in each country that can focus 
U.S. attention and resources on democracy programs; they 
are the U.S. Embassies. A bifurcation of responsibility 
between Embassies and Democracy Institute might undermine 
policy. U.S. policies promoting democratization need to 
come from the Administration and be implemented at its 
direction. Particularly in countries where democratic 
institutions are fragile, we need to take a systematic, 
coherent approach to making them stronger, not abdicate 
that responsibility to a government-funded but independent 
organization. Governments in this part of the world will 
simply not believe that an institute funded by the USG is 
not representing U.S. policy. We cannot afford confusion 
about who speaks for us on issues that are so potentially 
explosive.

CEE governments are likely to react negatively to the 
Institute field offices, viewing them as a paternalistic 
gesture that implies that the U.S. does not believe they 
will ever be able to handle democracy on their own. Most 
of these countries do have a democratic tradition and all 
of them are committed to joining the West. What we need to 
do is help strengthen indigenous institutions (NGOs and the
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like) to take care of their own democracy — something our 
planned NGO program will accomplish — not give them a U.S. 
watchdog institution.

Start-up time would be considerable before projects 
actually got underway (at least 18 months in the case of 
the Eurasia Foundation, although this was largely due to 
the change in Administration), It may be suggested that 
the Eurasia Foundation could provide bridging help, 
operating in CEE while infrastructure for a separate entity 
is put in place. Whether or not it is capable of this, 
from a political standpoint, the idea that Central and East 
Europeans would welcome such activities by an institution 
set up to promote democratization in the FSU is not 
credible.

Long-term funding would be a problem. The Institute's 
finances will inevitably be dependent on SEED. There is no 
basis for concluding that they could survive after the 
phasing out of SEED over the next 5-7 years. This calls 
into question the economic efficacy of the high start-up 
costs of the operation, if it will be shut down after such 
a short period.

The Eurasia Foundation is not a precedent that relieves us 
of responsibility for making an independent judgment about 
this proposal. The Eurasia Foundation has a budget of 
approximately $17 million per year (our "democratization" 
programs are funded at $42.5 million for FY 94) and seems 
mainly engaged in providing short-term training grants. It 
is far too early to judge whether it will provide added 
value in the FSU.
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TARGET FUHDINg LEVELFQR 
REGIONAL ASSISTANCE PROJECTS

PROS

Establishing a target figure for USG assistance in support 
of regional projects would focus U.S. efforts far more than 
purely hortatory language.

A USG target figure would be a strong political signal to 
the IFIs of our interest in regional cooperation, 
encouraging them either to set their own target figure or 
to make greater efforts in that direction. Our modest 
budget could leverage significant resources.

Especially if followed by comparable steps by IFIs, a 
target figure for regional programs would be an incentive 
to countries in the area to intensify their own cooperative 
efforts. In post-World War II Western Europe we took even 
stronger steps (though with greater resources) to encourage 
reluctant countries to cooperate.

A target figure would not be a straitjacket or act of 
micro-management, but a strong statement of purpose; if we 
could not mount sound regional programs to make the 
designated target, the money would not be lost. A 
designation of a target figure for an objective we agree is 
sound is hardly an example of "central planning.” Grants 
for multi-state projects are no more examples of central 
planning than single-state grants.

CONS

There is no empirical basis for arriving at the 20 percent 
figure. After we have persuaded the CEE states to abandon 
central planning, we would now be imposing it on ourselves.

While we have historically been in favor of regional 
projects, the CEE governments have shown little enthusiasm 
for them.

Our assistance budget is not large enough to give us 
effective leverage, i.e. to force the CEE states to do 
regional programs.

Deputies may wish to direct that greater emphasis be placed 
on regional programs. The President's CEE Assistance 
Coordinator would then report progress in his follow-up 
actions. This would allow Deputies to monitor the 
evolution of regional programs without setting an arbitrary 
target that cannot be justified in budget or program terms.
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REGIONAL

I. PARAMETERS OF THE PROBLEM

Transport and telecommunications links in CEE countries 
have not developed at the pace seen in Western Europe. At a 
time when this situation was beginning to change, the region 
suffered a major setback. The collapse of Yugoslavia — and 
the imposition of UN sanctions on Serbia-Montenegro — have 
shattered regional trade in the Southern Tier. Traditional 
transit routes between the Balkans and Central and Western 
Europe have been cut off, with almost all of Bulgarian, 
Macedonian, Greek, and Turkish freight traffic routed through 
one aging Danube bridge and a lone ferry port in Romania. 
Albania, emerging from decades of isolation, found its most 
direct surface route to Europe and major markets in the Balkans 
cut off by UN sanctions. The West has threatened to retain 
these sanctions for years — to turn Serbia into a pariah state 
— while ignoring the need for some kind of compensation for 
trade losses.

Compensation for Sanctions Losses: It has been clear for
some time that the USG would not have the resources needed to 
resolve the issue of direct compensation to the front-line 
states (Hungary, Romania, Bulgaria, Macedonia, and Albania) for 
the significant costs of sanctions-related trade losses to 
their economies. While the impact of the sanctions is not 
assessed at the present time to be regime-threatening, we must 
consider the long-term loss of 2-4 percent of GDP a threat to 
continued political and economic reform efforts in the 
front-line states.

Infrastructure Assistance: The primary alternative of
interest to the countries of the Southern Tier is assistance in 
funding regional infrastructure projects. Some in the Balkans 
categorize this assistance as "indirect compensation." These 
projects are largely in the region's long-term developmental 
interest and should improve access to primary markets; they are 
not simple stop-gap measures aimed at completing a bypass of 
Serbia-Montenegro. Such projects might possibly include:

o A "rolling highway" for rapid piggyback rail (Ro-Ro)
transport of trucks from the Hungarian/Romanian border to 
Bulgaria, possibly onward to Greece/Turkey. The system 
would connect into the system being built connecting 
Hungary with Germany.

o The construction of new Danube bridges linking Bulgaria to 
Romania providing access to upgraded Romanian highways to
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o An east-west road-rail corridor linking Durres, Albania 
with Macedonia and Bulgaria.

o An east-west telecommunications corridor linking the 
countries in the above item via fiber-optic cable.

o In the Northern Tier countries, projects would include
upgrading those border crossings identified as bottlenecks 
to regional trade from Lithuania down to Slovenia.

Political Messages: Within the context of the Yugoslav
crisis, regional infrastructure projects send a political 
message to Belgrade. That message is simple: Serbia's
monopoly on the Balkan transportation net will be broken, 
making it possible for the international community to deliver 
on the threat of turning Serbia-Montenegro into a Balkan 
backwater as the rest of the region integrates into the greater 
European economy. Beyond this, such infrastructure projects 
also signal our support for CEE economic integration and 
provide for a measure of trade facilitation.

II. REGIONAL TRANSPORTATION INITIATIVE: KEY ELEMENTS

Resource Commitments: Launching an initiative in the
regional transportation field will not reguire large 
commitments for new assistance funds. Available tools are 
limited, but a significant initiative can be managed through 
improved coordination with organizations already working on the 
transport front and relatively small disbursements of 
assistance resources to move projects forward.

Working with the IFIs: Northern Tier infrastructure
projects appear to moving through IFI reviews smoothly.
However, the front-line states have not submitted project 
proposals for new routes around Serbia to the IFIs and have 
asked for help on this front. The IBRD, in particular, shows 
little enthusiasm for funding routes around Serbia based on 
what it views as short-term political criteria. We can 
potentially help accelerate the process by calling for the 
formation of a multi-donor technical assistance fund to assist 
front-line states to finalize funding proposals. The IBRD or 
the EBRD would be logical candidates to operate the fund. Once 
a project proposal has been submitted, we intend to use our 
influence to get proposals approved in the shortest feasible 
time, consistent with economic development criteria, bank 
procedures to meet environmental concerns, and procurement 
regulations.
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Expanded EU Role: We would expect the EU to take on some
responsibility for regional projects, as Brussels now has 
Association Agreements with the Visegrad countries as well as 
Romania and Bulgaria. The G-24 Transport Committee is an 
appropriate vehicle for coordinating our efforts, and more 
emphasis on this Committee's work will probably pay off.

Tools: We have had few readily available tools to move
regional infrastructure projects forward or to help jump-start 
the process. Our contributions to the process on the 
diplomatic front have been limited, with the primary intent of 
bolstering the political will of the front-line states to 
enforce sanctions. Moving beyond the sanctions phase has 
proven difficult because we have not identified appropriate 
funding vehicles other than a short-term injection of sanctions 
enforcement funds (SEED funds cannot be used for infrastructure 
construction, although technical assistance is possible). We 
expect that Trade and Development Agency (TDA) funding of small 
feasibility studies will begin to attract U.S. business to the 
opportunities contained in these infrastructure projects.

o Improving customs procedures throughout the region is an
area that could yield a significant change in a short time, 
without the need for much construction.

o The U.S. can make a significant contribution here, but in 
view of the Association Agreements, it would be more 
efficient if the EU were to accelerate its own plans for 
customs assistance to the region.

Progress to Date; Crossing the Danube is the main barrier 
to north-south traffic through the region; the Romanians have 
issued a tender for construction of a new bridge at Bechet.
The Bulgarians and Romanians have just issued a joint tender 
for a Calafat-Vidin bridge. We have already transferred 
$850,000 in sanctions enforcement funds (the biggest 
contribution to-date from any donor) to the UNDP in FY93 for a 
combined project intended to alleviate road congestion at the 
Friendship Bridge crossing between Bulgaria and Romania 
(Giurgiu-Ruse). This project will yield minor infrastructure 
improvements, but these should go a long way toward eliminating 
one of the major bottlenecks on the north-south route.
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INATIMG ASSISTANCE FOR NEWLY PRIVATIZED FIRMS

OVERVIEW

The purpose of this paper is to set forth a USG effort to 
better coordinate existing resources and information about 
their availability to newly privatized firms seeking to 
restructure. By targeting newly privatized firms and 
encouraging the World Bank to help cushion the immediate 
adverse social impact, we hope to provide incentive to other 
firms to press on with privatization.

WHY THIS PROGRAM IS NECESSARY

There are several reasons to consider a new initiative:

First, results to date to privatize enterprises in CEE 
countries are mixed. Although there has been significant 
success in privatizing smaller and medium-sized enterprises, 
there has been far less progress in privatizing the larger 
state-owned enterprises, which still account for a large share 
of output and employment in most countries.

Second, coordination of resources for newly privatized firms 
can be improved. Often newly privatized firms seeking to 
restructure are not aware of the full range of resources 
available to them, and donor agencies may not be fully aware of 
the needs of individual firms. As a result, firms may not be 
able to obtain the mix of assistance they require to 
restructure: debt and equity capital, financing for critical
imports, insurance and guarantees to help attract foreign 
investors, technical assistance to draw up business plans, etc.

Third, a comprehensive program and adequate resources to deal 
with the "social consequences" of restructuring are often 
lacking. This deficiency reinforces a go-slow attitude. 
Governments may delay privatization if they believe they are 
expected to accept the responsibility of providing the services 
(education, health, pensions, etc.) provided by the enterprises,

State and AID share the desire to better coordinate resources 
available to newly privatized enterprises. However, they are 
not convinced that the program described below is the most 
appropriate way to address "post-privatization" needs.
Moreover, they question both the mechanism as described by 
Treasury below and the resource implications of the 
initiative. State and AID recommend that the initiative be 
remanded for further discussion in the IWG.
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WHAT THE HEW PROGRAM WOULD DO

A new initiative would encourage the speeding of privatization, 
improve resource availability for restructuring through 
improved coordination, and enhance the transition to a market 

•economy. Bringing World Bank resources to the initiative to 
help cushion the impact on the social safety net will enhance 
the attractiveness of the initiative.

HOW wom.n TT wniiK?
Several steps are necessary:

First, we need to reach agreement with the G-7 and the donor 
institutions that we can enhance the privatization process and 
transition to a market economy in CEE by coordinating more 
effectively resources available to newly privatized firms.

Second, we need to obtain G-7 agreement, and that of senior 
policy officials of the World Bank, that the Bank would be the 
"coordinator" or executing entity. We believe the Bank is best 
placed to do this, given its presence in CEE countries and its 
experience in project finance.

Third, the Bank would meet with resource providers, both at the 
national level (Exim, OPIC, and their foreign counterparts) and 
international level (EBRD, IFC, MIGA) to insure that resources 
are available for restructuring newly privatized firms. In its 
dialogue with these institutions, the Bank would seek to 
determine what problems they may be experiencing in disbursing 
their resources and to work with them (and as appropriate the 
host government) in trying to overcome these difficulties.

Note: this is not a World Bank "one-stop shopping" exercise.
We want to avoid substituting control by the World Bank for 
control by government ministries. Rather, the emphasis is on 
coordination of resource availability and problem solving to 
marshal resources in an integrated fashion.

Fourth, the coordination effort should be publicized in CEE 
countries, through appropriate media which have contact with 
newly privatized enterprises. It is the prospect of access to 
capital and other resources which will leverage the desired 
behavior. Therefore the program should be publicized as widely 
as possible.
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WHRPR wniTT.n the RESf>^P?C^?? COME FROM?

Our objective is to catalyze existing resources. The program 
would be conducted by pulling together resources from a number 
of bilateral and multilateral entities into a comprehensive and 
integrated design for accelerating reform and privatization.

Potentially, equity and debt funds could be provided from a 
combination of our Enterprise Funds, EBRD, IFC, OPIC leveraged 
funds, Exim, and private capital, both foreign and domestic.

DEALING WITH THE SOCIAL CONSEQUENCES

A major and central issue is the need to deal with the social 
"consequences" of privatization. To this end, IFI resources 
programmed for Enterprise and Financial Restructuring loans 
(EFSAL) could be designed to help cushion the short term impact 
on social services that newly privatized firms would shed. 
Conditionality would be attached to speed the pace of market 
reform and insure appropriate expenditure of funds allocated 
for the social safety net. This element of the program could 
contribute to removing a key obstacle holding back quicker and 
broader privatization.

OTHER FACTORS

All the diverse elements in the program would be pulled 
together in an initiative which would require the endorsement 
and support of various participants. Details would need to be 
worked out, including, for example, the length of such a 
program be in effect, exit strategies, and other operational 
concerns.
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REGIONAL AIRSPACE INITIATIVE

OBJECTIVE; To launch an initiative to establish a region-wide 
civil/military airspace management and air sovereignty system 
in CEE using bilateral and multilateral mechanisms to provide, 
respectively, technical assistance and policy-level 
coordination.

PURPOSES: This initiative would serve several objectives at
once: 1) increase civilian control of national airspace and
civil-military cooperation within CEE countries; 2) increase 
cooperation among CEE countries in air traffic control (ATC) 
and in issues of air sovereignty, thus serving our objective of 
enhancing intra-regional habits of cooperation and reducing the 
likelihood or fear of war among participating states; 3) improve 
commercial ties with the West through a more efficient air 
traffic infrastructure; 4) produce cost savings for CEE defense 
budgets by combining civil and military systems as is done in 
the U.S.; 5) support a modernized CEE regional air sovereignty 
system that could be integrated into NATO systems, if desired 
in the future.

BACKGROUND: With the dissolution of the Warsaw Pact, CEE
countries were left with antiquated civilian ATC systems, 
Soviet-style air defense systems, air forces that were not 
equipped with International Civil Aviation Organization- 
compatible transponders, and a policy situation in which all 
decisions concerning the use and control of national airspace 
were left to the military. These countries regard 
modernization of their air sovereignty systems as a major 
national security priority. Limited bilateral and NACC 
cooperation in this area has begun, but has yet to gain the 
momentum we envision.

Bilaterally, we have encouraged these countries to consider 
civilian airspace control and discussed with them the value of 
adopting a unified civil-military ATC system as in the U.S. In 
addition, we have discussed with them the economic advantages 
of leveraging any ATC investments into a united civil-military 
ATC/air sovereignty system (we pursued this topic at a 
EUCOM-sponsored meeting — "Airspace Management Seminar" — in 
Oberammergau in May 1992, and through the military-to-military 
contact program and our bilateral working groups).

In NATO, we have pursued the topic of civil-military 
cooperation in ATC and airspace management using the NATO 
Committee for European Airspace Coordination (CEAC) as a 
forum. After two years of slow work, primarily to overcome 
French objections, we succeeded in opening the NATO CEAC 
meetings to NACC members. To date, two formal meetings have
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been held, and Visegrad countries have participated with both 
civil and military representatives.

The CEE countries have expressed interest in the subject and 
acknowledged the need for a modern air sovereignty system and 
an improved ATC capability; however, none has yet made the 
political decision to transfer ultimate authority for airspace 
matters from the military to civilian control. Nevertheless, 
while such a transfer of authority must prevail as a 
cornerstone of future airspace management developments, the 
groundwork has been prepared for more serious efforts to 
support CEE countries in establishing integrated, civil- 
military ATC/air sovereignty systems.

AN INITIATIVE: We suggest a two-stage approach.

Stage I: Architecture Development.

The U.S. would offer to prepare a comprehensive plan to 
develop architectures for modern digital ATC/air sovereignty 
systems. While continually encouraging the CEE countries to 
adopt a regional perspective with respect to their airspace 
management decisions, we would, nonetheless, develop 
architecture on a bilateral basis. So doing would ensure that 
the equipment, procedures, and training provided were 
technically compatible and suitable for future integration when 
relations among the regional neighbors had progressed to the 
point that a shared system was politically feasible.

We should initially offer this to the Visegrad countries as 
a pilot project, but a view toward expanding it to Bulgaria, 
Romania and Albania. (Our policy emphasis to date has 
reinforced the perception among Southern Tier states that they 
are behind the Visegrad countries in terms of economic and/or 
political "Westernization," resulting in less attention from 
the West. By including them in this initiative, we offer an 
incentive to develop the same regional outlook we are trying to 
instill among the Visegrad states.)

The architectures would be structured to provide easy 
connectivity to NATO systems, if desired in the future, and 
would be predicated on very close operational cooperation 
between the militaries and civil ATC systems of the 
participating countries. The plan would be prepared with the 
complete participation of host governments and the Federal 
Aviation Administration. Conducting a thorough study via NATO 
or NACC would be too lengthy and might not reach the detail, 
and thus utility, of what we have in mind; but, we should keep 
NATO and NACC informed of our efforts and ensure the design 
would be compatible with Western Europe's new ATC program 
("EATCHIP").
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Resources: Design of a comprehensive system for the
Visegrad countries would cost about $0.5 million. We would ask 
host governments to make symbolic contributions and provide the 
bulk of the funding ourselves. The architecture plan would 
take about 6 months to complete.

Stage II: Establishing the System

Bilateral Activities: Assuming the architecture plan was 
accepted by the countries, the U.S. would offer to provide 
technical assistance throughout the process of implementation 
(the U.S. has, in the past, supported establishment of such 
systems in other countries, e.g. Colombia, using anti-narcotics 
funds). This would include short- and long-term training and 
assistance, active support for U.S. commercial involvement in 
the civilian elements of the project, provision of short- or 
medium-term military and civilian technical advisors (possibly 
through the military-to-military contact or follow-on program), 
active use of FMS, licensing support when necessary, and other 
forms of bilateral assistance (e.g. EDA, TDA, AID when 
feasible). At the same time, we would make special efforts to 
enlist support of NATO countries with a special ability to be 
helpful in our bilateral work, e.g., Germany; we could work 
with Germany in a 2 + 4 (Visegrad) + 3 (Bulgaria, Romania, 
Albania).

Multilateral Activities: In parallel, the U.S. would 
undertake to engage NATO/NACC involvement in this project. We 
would press NACC to establish a special ^ hoc subgroup on 
airspace cooperation to act as a clearinghouse for NACC 
multilateral efforts and bilateral efforts among NACC nations.
We would press the North Atlantic Council (NAC) to task the 
NATO CEAC and the NATO Air Defense Committee (NADC) to form a 
special joint working group to coordinate both NATO sponsored 
multilateral work and NATO member-initiated bilateral 
initiatives in the area.

In addition, the joint CEAC/NADC working group would develop 
and propose a work plan for NATO/NACC to pursue. CEAC, as the 
senior committee, would report periodically to the NAC a 
recapitulation of individual states’ bilateral work to assure 
such activity by member countries was consistent with NATO 
goals and policies. We would seek to link these efforts with 
Partnership For Peace activities through a series of exercises 
and, finally, full field training exercises, such as a trans­
national hijacking scenario, civil emergency, or natural 
disaster relief, and a massive peacekeeping exercise. These 
exercises, planned as part of Partnership For Peace exercises 
that will go beyond airspace issues, could involve 
familiarization of CEE militaries with AWACS operations and 
short-term assets. But they would also be designed to test a 
regionally coordinated system with militaries of various CEE 
countries working together.
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egHROEM:
PRD 36: L'.S. POLICY TOWARD CENTRAL AND EASTERN EUROPE

DECISION SHEET

Democracy and Human Ricrhts: See text Pace:

- - Points of Agreement

o Devote greater resources for democracy
programs. 11

o Support regional or inter-ethnic
democracy programs. 12

o Establish Embassy-based
"Democracy Commissions" to,coordinate
in-country democracy programs 13

Commissions would administer 
a small grant program.

o Use CSCE as institution of first resort 
for multilateral approaches to human
rights/democracy problems. 13

Establish a data bank for public 
and private democracy initiatives 
at CSCE's Warsaw Office of Democratic 
Initiatives and Human rights (ODIHR); 
add ODIHR positions.

Increase diplomatic support for CSCE's 
High Commissioner for National Minorities.

o Assert principle that CSCE, not particular 
states, has primacy in disputes over human 
rights/ethnic minorities. 14

Point of Disagreement

o Whether to establish a quasi-governmental
Democracy Institute working through'CEET field ■' - 12
offices.. • - ■ -Annex !
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Market Economy:

Points of Agreement 

o

aNWBffltt

Challenge Eli and EFIA protectionism through 
diplomatic and public efforts, including using 
runup Lo July G-7 SumiTiit. Assist CEE countries in 
challenging unfair EU trade practices.

Commerce to increase efforts to educate CEE 
on anti-dumping laws.

Commerce, within statutory authority, to 
consider establishing quotas in accordance 
with special suspension agreement authority 
for remaining CEE non-market economies.

Strengthen the U.S. commercial position.

Organize business prorijotion missions.

Organize a White House - sponsored 
conference in CEE investment and trade.

Expand OPIC programs in CEE.

Consider proposals from private fund 
managers to establish privately 
managed investment funds.

Increase the per-project lending limit 
from $50 million to $200 million.

Seek legislative authority for OPIC to 
provide' equity as part of total project 
financing package.

Continue efforts to fund U.S. commitment 
to the EBRD.

Encourage regional/subregional cooperation.-

Seek dialogue with regional/subregional 
groups.

-- ■_ Provide - technical assistance ..to regional/, 
subregional groups. -■ - -

Change duty schedule to benefit regionally 
produced products . ’

21

22

22

23

23
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wwm-
Iniiiiie regional transpor t/cor?..^.un ica't ions 
infrasLrucLure proiecLs.

Use influence with IFIs; bilateral tools.

2 4
(A n n e 3 )

Enoourage development of a regional planning 
authority for joint projects; where 
appropriate, provide technical assistance.

o Increase technical assistance to reform 
public sector/social safety net.

o Ensure minorities benefit from assistance 
projects. 25

Develop initiative for post-privatization
assistance to firms and communities, possibly
working v/ith the World Bank. 25

(Annex 4)

Points of disagreement

Whether, in time for the President's January 
trip, to announce the initiation (or, if 
possible, the completion) of an accelerated 
review aimed at recategorizing eligible CEEs 
from non-market to market economy status under 
current anti-dumping laws, or alternatively, 
whether to study to issue only in the context 
of an anti-dumping suit.

Whether to establish targets for directing 20 
percent of USG economic and democracy assistance 
toward regional programs involving more 
than one state or ethnic group.

21

(Annex- 2)

Security

Points of Agreement

o Assist in organizing and training CEE units 
to NATO standards.

Encourage CEE countries to create 
= peacekeepi-ng units .for joint - ‘ .
. operations -with NATO. ' '

Identify NATO-compatible equipment for 
grant or sale.

coNFiDEirrrftt
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o

o

o

o

Seek fundit'ig for rr.iiitiary assistance for CEE.

Boost N.i.TO's capacity to serve as clearinghouse
for N.MO - members ' bilateral mil-mil programs. 31

Increase CSCE's effectiveness in conflict
prevention.- 31

Give CSCE a small stock of ov.’n equipment.

Require countries to report on 
implementation•of CSCE recommendations.

CSCE Ambassador to make institutional 
proposals by mid-1994.

Close the "Valletta loophole."

Propose that CSCE long-duration missions 
include military personnel, and be willing 
to name U.S. military personnel on a 
case-by-case basis to serve on missions 
in CEE.

Develop civilian defense cooperation. 33

End Cold War-era prohibitions and restrictions
on U.S. arms sales and transfers. 33

Complete Presidential Determinations for all 
CEE states.

Remove CEE states from ITAR list.

Increase Navy ship visits. -33

Launch initiative to develop regional 
civil/military airspace regime, pending 
identification of funding. 34

(Annex 5)

Sustained high-level engagement

• o Recommend the President enunciate our CEE
' po^licy during-the European trip.. .

o Cabinet-level visits to al-I CEE capitals'in 
1994.

o Intensified regular consultations with all 
CEE countries at A/S or DAS level.

35

COMF1 DEN^AIAL
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Establish IWG chaired by State at DAS level 
to follow through on PRD's recorrunendations . 35

Resources:

SEED resources should be maintained at about 
current level (just under $400 million).

Resources for military-to-military programs 
should be increased.

35

35
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WASHINGTON. D.C. 20506
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February 11, 1994

MEMORANDUM FOR MR. MICHAEL KERR
Executive Secretary 
Department of Labor

MR. JOHN A. LAUDER 
Executive Secretary 
Central Intelligence Agency

SUBJECT:

MR. AARON WILLIAMS 
Executive Secretary
Agency for International Development

MS. MARY ELLEN CONNELL 
Executive Secretary 
U.S. Information Agency

Policy Steering Group on Central and Eastern 
Europe

Attached is a memorandum from Anthony Lake which establishes a 
Policy Steering Group on Central and Eastern Europe. 
Unfortunately, your agency was inadvertently omitted as an 
addressee. Please ensure that the memorandum is distributed to 
relevant personnel within your Department or Agency .^^(,.8^

William H. Itoh 
Executive Secretary
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THE WHITE HOUSE

WASHINGTON
February 4, 1994
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50|60

ACTION

MEMORANDUM FOR ANTHONY LAKE 

FROM: NANCY SODERBERlV

SUBJECT: Policy Steering Group on Central and Eastern 
Europe

Attached at Tab A is a memorandum to your agency counterparts 
notifying them of the creation of the Policy Steering Group on 
Central and Eastern Europe. The memo notes that Under Secretary 
Tarnoff will chair and Richard Schifter will be Vice-Chairman.

RECOMMENDATION

That you sign the memorandum to agencies at Tab A.

Attachment
Tab A Memorandum to Agencies

Declassify on: OADR

•DECLASSIFIED
E.0.12953, As Amended, Sec. 3.5 (b) 

White House Guidelines, August,28,1997
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UNCLASSIFIED with 
CECRB¥ ATTACHMENT

NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

December 29, 1993

21468

ACTION

MEMORANDUM FOR WILLIAM H. ITOH 

THROUGH: NANCY V. MENAN

FROM: BRIAN T. \AERCRKm

SUBJECT: ACDA Requests and PRD-36

ACDA's request (Tab II) addresses three separate issues. First, 
a request for decisions paper from the 14 December Deputies 
meeting. Second, a copy of the current version of the PRD-36 
report and an opportunity to provide comments. And third, 
assurances that ACDA will be invited to attend future meetings at 
the Deputies level and above. It should also be noted the ACDA 
was not an addressee for PRD-36.

NSC Staff (Fried and Kupchan) have reviewed ACDA's request and 
have no objection to sending ACDA copies of (1) PRD-36, (2) the
Summary of Conclusions from the December 14 Deputies meeting and 
(3) the latest version of the PRD-36 response. However, Staff 
recommends a more neutral answer to ACDA's request for assurances 
that it will be invited to future meetings at the Deputies level 
and above.

Your memorandum (Tab I) forwards to ACDA for information and 
retention, copies of PRD-36, the Summary of Conclusions from the 
14 December Deputies meeting and the latest version of the PRD-36 
response.
Concurrences: Daniel Frhjed, Charles Fj^j^^han and George Van Eron

RECOMMENDATION:

That you sign the memorandum at Tab I.

Attachments
Tab I Memorandum to ACDA

Tab A PRD 36
Tab B Summary of Conclusions from December 14 Deputies

meeting
Tab C Latest version of PRD-36 report

Tab II Incoming ACDA Memorandum

UNCLASSIFIED with 
.c;E(tRJiW ATTACHMENT
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NATIONAL SECURITY COUNCIL
WASHINGTON. D C. 20506

21468

MEMORANDUM FOR MS. BARBARA STARR
Executive Secretary
Arms Control and Disarmament Agency

SUBJECT: PRD-36

Pursuant to your request, enclosed for your information and 
retention are copies of PRD-36, the Summary of Conclusions from 
the December 14 Deputies meeting and the latest version of the 
PRD-36 report.

We
me^

appreciate youp^nter^set in att 
the Dep^ities ievel.x^d above>^.-__•.pxj.nqs

(jL (^K ^

oi^ S<- _
' William H. Itoh

Executive Secretary

Attachments 
Tab A PRD-36
Tab B Summary of Conclusions from December 14 Deputies

meeting
Tab C Latest version of PRD-36 report

UNCLASSIFIED with 
SECR-BT ATTACHMENT
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b(9) Release would disclose geological or geophysical information 

concerning wells [(b)(9) of the FOIA)
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Democracy and Human Ricrtilts : ^
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- - Points of Agreement 1?’
i
I

Devote greaterllre.sdurces for 
programs

Se:e text Pace:

.. .. ' f

■ democreef
11

Support regional or inter-ethnic 
democracy programs.

Establish Embassy-based
"Democracy Commissions" to,coordinate

Increase diplomatic support for CSCE's 
High Commissioner for National Minorities.

Assert principle that CSCE, not particular 
states, has primacy in disputes over human 
rights/ethnic minorities.

Democfacy^^^titi||:e working 
offices..

Point of Disagreement 

o Whether to

-eOHPi^BNTIA-b-- 
Declassify on:
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Points of Agreement,
■

o Challenge ilfand tM 
diplomatic -and-pub!

-d
. ■

protecti-onism thr'o.ugh 
ic efforts,; inciuding'^using

runup to July.,Gr7 Suntmit. Assist CEE\, countries in
challenging u'hfair EU trade practices!

Hr
Commerce to increas 
on anti-dumping’; laws .

Commerce, with.idls.titutory authdr.ity;,--to 
consider establishing quotas in accordance 
with special suspension agreement authority 
for remaining CEE non-market economies.

Strengthen the U.S. commercial position.

Organize business pronjotion missions.

3 efforts^ td, educate CEE

■■ -iOrganize a White House-s 
conference .'i'h'iCEE investment and fMade.

.-iExpand OPIC ^gr^s in CEE.

Con^der^,proposals from^ 
manager^slto establish privitely 

iitiment fundS.>d'4-nlvmanage
Increase :the per-proje,q^

■' ........................................................._

private fund

from $50 -million to Pic^to
Seek legidi;a;tive author 
provide equity as part of total project 
financing package.

Continue efforts to fund U.S. commitment 
to the EBRD.

Encourage regional/subregional cooperation.-

Seek dialogue:with regiondl/s 
groups.

Provid 
subr

-*

it

regional
HCH • ■-It .l| . -.55 

■;.

chr||cal -assistance;i;p^:iregional/. 
nal ^oups-. ■

.
mChange^^Uty schedule topBenefitiregipnally 

produced ^products.

-■:-V
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te,^provide

Increase techiicd,li assi 
public sector^soAai safetg^^^

Ensure minori^^ 
projects.

nicareassilstance

* ■-’be n e f i t f tQtn:- ■ a s,s i§‘ta''n c e

Develop initiative for post-privatization 
assistance to firms and communities, possibly 
working with the Viorld Bank.
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Security:

Points of Agreement

^Assist in or^ani^ing and training CEE units 
':£o NATO

'-GQNPi^&NTTAfc

E countrie: 
units .fo 

ith NATO.

0-compati 
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o
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Seel-: f undi a'g^-, ^o:' rr,i i i t:ar j., assls tarfce for CEI.
Boost NATO's,;|?a|ty to ser J asifSflnghouse 

for-NATO-mg^ers ' piiateral itv^i-rail-ptograms .
MIncrease ‘GS'|S.Ef/.^J ef\iectiveness;l;j£rt"GGoniii'c!i' 

prevention,3 "" '"-U

aall stocfe,St,^o™Aulf3.ent.Give CSC^a
1 1Require countries to report on 

iiaplemenra-ttori of CSCE ^r|'comrnenda>Gions .

CSCE Ambassador to make institutional 
proposals by mid-1994.

Close the "Valletta loophole."

Propose that CSCE long-duration missions 
include military personnel, and be willing to name U.S^military
case-by-ca|'e^Pasis to s. sions
in CEE. E

Develop c^ilian Mefense

End Cold« 
on U.S.

Complet 
CEE sta

Remove

rohibitio 
and trad

idential

ates frd

ctions

ermih

Increase Navy ship visits.

Launch initiative to develop regional 
civil/military airspace regime, pending 
identification of funding.
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CONHIBENTTfiir^
V . V

UNITED STATES ARMS CONTROL AND DISARMAMENT AGENCY

OFFICE OF 
THE DIRECTOR

Washington, D.C. 20451

DEC 2 I I993

MEMORANDUM FOR WILLIAM H. ITOH 
EXECUTIVE SECRETARY, NATIONAL SECURITY COUNCIL

SUBJECT: U.S. Policy Toward Central and Eastern Europe
(PRD 36)

The Deputies Committee met December 14, 1993 to consider the 
report of the Interagency Working Group (IWG) on PRD-36. 
Although representatives of the U.S. Arms Control and 
Disarmament Agency (ACDA) participated throughout the review 
by the State-led IWG, ACDA was not invited to this Deputies 
Committee meeting. I would appreciate receiving a copy of 
the current version of the PRD-36 report as it emerged from 
the Deputies' meeting and an opportunity for ACDA to provide 
comments. I also would appreciate your assurance that ACDA 
representatives will be invited to attend any further 
meetings at the Deputies Committee level and above on this 
PRD.

Barbara Starr 
Executive Secretary
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