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8402

10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 9 October 1989

I/e e (w«k

I was encouraged by your letter of 4 October about Poland.
It confirms that our views are very close, and that the West is
working well together to support reform in Eastern Europe.

You will have seen that EC Foreign Ministers meeting on
3 October approved a substantial package of help for Poland and
Hungary. Under this, the Community will expand access to our
markets for Poland and Hungary. We shall also spend 200 million
ecu from next year's EC budget, mainly to promote reform of
agriculture in Poland and to finance management training and
environmental protection in both countries. This matches what
they need with what Europe can best offer.

Like you, we are impressed with the economic policies which
the Poles have outlined and with their determination to carry
them through. We shall give the fullest backing to efforts to
secure a strong and sustainable programme with the IMF. This is
the key to unlock the further help we can all give. 1In
particular, we need the guidance of the Fund on the scale and
timing of Poland's external financing needs, to which the IMF
itself, the World Bank and Poland's friends and supporters would

respond.




I welcome most warmly your decision to contribute
$200 million, contingent on the conclusion of an IMF agreement,
and which would go towards a total of $1 billion in Western
assistance for Poland. Your action provides a good lead. I
hope, as you do, that it will be matched by others. We have
already committed ourselves to substantial aid to Poland, both
through the community and bilaterally by our $40 million "Know-
How Fund". But I confirm that we are ready to do more and
provide a further British contribution as part of a collective
Western effort. I would prefer not to set a precise figure
until we know more from the IMF about Poland's precise needs.
But our contribution would certainly be proportionate to yours.

I agree with you that it is right to offer grants, not
loans, so as not to increase Poland's heavy debt. We note that
your proposed stabilisation fund differs from the Poles proposal
for a stabilisation loan, aimed at building up international
reserves and supporting a newly unified and convertible
currency. We should be interested to learn more of the intended
uses of the stabilisation fund and the period envisaged for

disbursement.

We should think carefully about how these grants are used,
to ensure good value both for the Poles and ourselves. My own
view is that the priority objectives should be:-

- to promote the conversion of state-owned firms into
market-based ones. Finance Minister Balcerowicz
especially asked Nigel Lawson for help in this.

- to encourage Western private sector involvement in
Poland.

- to improve the quality of Polish management.

We need ways of bringing together capital and expertise from
many sources - Western and Polish, multilateral and bilateral,
public and private - for these purposes. One method might be an
investment consortium, which would bring together Polish
enterprises and potential investors. This might be developed



into an Investment Bank, drawing equity both from the Poles and
from the West, which would take shares in state firms being
privatised and help to turn them into profit-making operations.
At every stage, the skill and experience of the International
Finance Corporation would be invaluable and I believe they would
be ready to help. We would want to pursue these ideas further
with you and other Western participants, as well as with the
Poles themselves. I hope that the team you propose to send to
Poland could visit London en route to exchange ideas.

The transformation of Eastern Europe is only just
beginning. So in helping Poland, we should be mindful of other
East European countries embarking on similar reforms to escape
from the straightjacket of Communism, whether now or in the
future. This especially applies at present to Hungary.
Hungary's political reforms are in some ways as ambitious as
Poland's. Economically, they need to get back into close
relations with the IMF and to correct their fiscal and external
deficits. But their economy is certainly healthier than
Poland's: they have so far serviced their debts; they can feed
themselves; they have gone further towards a market economy.
The EC will help Hungary, through its recent decisions, and you
announced measures of assistance when you visited Budapest. But
we should also give more thought to how the West can together
help the Hungarian reforms.

I am writing in this sense to all our G7 colleagues and to
Jacques Delors.

UM N:fm”b),

[y

/ @,dM

The President of the United States of America
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-CONHBENHAL

CONEFEREN A
NATIONAL SECURITY COUNCIL 8441
WASHINGTON, D.C. 20508
October 20, 1989
ACTION

MEMORANDUM FOR BRENT SCOWCROFT

THROUGH : G. PHILIP HUGHES
FROM: GEORGE VAN ERON VO‘[M’/L
SUBJECT: Heads of State Correspondence

Attached at Tab I is a summary of the Heads of State
correspondence materials received by the Secretariat
since Thursday, October 18th.

These items are on general matters, not relating to the San
Francisco Earthquake condolence letters.

RECOMMENDATION

That you forward the attached summary (Tab I) to the President.

Approve Disapprove

Attachments
Tab I Summary for the President

Tab A Germany - Kohl

Tab B UK - Thatcher

Tab C Cayman Islands - Scott

Tab D Venezuela = Perez

M?ESLASSIFIED
fte House Guidelines
E.O. 13526, SEC 3.4 (), September 11, 2006
By£&  NARA, Date 1412

SONELDENFTAL.

e e T CONFIBENTIAL



NATIONAL SECURITY COUNCIL has seen
WASHINGTON, D.C. 20506

November 1, l98tHR§ Eﬁ-E

INFORMATION r % d\;i

MEMORANDUM FOR BRENT SCOWCROFT L//& I A 75
/’ .

THROUGH : DEANE E. H%E%\IN WM

FROM: ERIC MELBYIM
SUBJECT: Colombian Request for Additional Economic
Assistance

Carlos Marulanda, Colombia’s Minister of Development, came to see
Deane, David Miller and Bill Pryce yesterday. He was accompanied
by the Minister of Planning, the Ambassador and others.

Marulanda’s message was simple: without substantial financial
help for 1990 from the international community, Colombia will not
be able to keep up the drug war. He claimed that the combined
effect of the collapse of the coffee agreement and economic
disruption due to the fighting the drug lords was costing
Colombia’s economy $600 million this year and would cost an
additional $1 billion next year.

He said that if winning the narcotics war was worthwhile to the
U.S., Colombia would need an injection of funds to keep up the
public will to fight. He asked for our support with the
international financial institutions to get loans, both general
and project specific. Colombia’s excellent reputation would not
make repayment an issue.

Marulanda expressed appreciation for the trade and investment
package (even though it is small potatoes) and the President’s
commitment to work for a restructured coffee agreement (although
he realizes it is unlikely to be realized soon).

We told Marulanda we would discuss his ideas with you and
Treasury. Treasury is looking into this. It should be possible
to expedite World Bank loans; the IMF has a facility to
compensate countries for sharp drops in commodity prices (but
Colombia is not the only coffee producer which would qualify).
However, we told him that it was unrealistic to expect to make up
fully the projected gap and that trade liberalization was a two
way street.

We also told him we would examine sharing of asset seizures,
which promise to yield sizeable amounts in the near future.

Concurrences by: Dav%gzﬁziler and Willigg Pryce

DECLASSIFIED
PER NSC WAIVER, 1560 2041-04

B NARA, Dat 3“‘&'
Declassify on: OADR —EGNF,'D[NT A{: y_§5_“ ate
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506
November 14, 1989

INFORMATION

MEMORANDUM FOR BRENT SCOWCROFT Cﬁti;

THROUGH : ARNOLD KANTERVAQL

FROM: MICHAEL HAYDEN ﬁL

SUBJECT: Breakfast Item - General Powell Attending Military

Doctrine Seminar in Vienna

State has added the question of General Powell attending the
Military Doctrine Seminar in Vienna to Wednesday’s breakfast
agenda. The seminar is under the rubric of the CSBM talks and
runs from 16 Jan to 5 Feb. Warsaw Pact states intend to be
represented at the Chief of Staff level if other participants do
the same. NATO and neutral states appear willing to follow the
U.S. lead.

Although these discussions were originally a Pact initiative,
Ambassador Maresca believes the best approach is to embrace them
fully as he expects the seminar to have broad political impact in
Europe. General Powell will go if you, Secretary Baker and
Secretary Cheney agree that this sends the right political
signal. The NSC staff supports General Powell’s attending at
least part (probably one-two days) of the four day opening
session of the seminar which is devoted to general presentations
on security policy and doctrine. The Soviets have offered to
"coordinate" announcements to avoid either side appearing to
react to the other but we should not give the appearance of any
bilateral actions in what is a multilateral forum. It is also
important that a U.S. decision be communicated to our Allies in
Vienna before an announcement here.

As a matter of interest, we have been told that Admiral Crowe
will visit Moscow to speak to a committee of the Supreme Soviet.
This is in response to Marshal Akhromeyev’s invitation and will
likely coincide with the Doctrine Conference.

A brft = & i o
Concurrences by: Robert Blackwill, Condi Rice, Philip Zelikow
and Heather Wilsoq*¥/—
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MEMORANDUM FOR BRENT SCOWCROFT /f?:7
FROM: TIMOTHY E. DEAL &
SUBJECT: IEPR Breakfast, November 17, 1989

This summarizes the IEPR breakfast on November 17.

1. IDA IX: Treasury and OMB are trying to resolve
differences over funding for IDA IX. Treasury sought $1.7
billion for the Multilateral Development Bank (MDB) account.
OMB’s mark is $1.5 billion. A% that level, Treasury would not be
able to maintain our contribution to IDA in real terms (an
increase of $102 million) and still eliminate arrearages to the
MDBs. Treasury will aim for an agreement with OMB shortly so
that the U.S. can take a position when IDA negotiations resume in
mid-December.

2. MDB Loans to China: Treasury reported on World Bank
plans for its lending program to China in 1990 and asked for the
group’s guidance on the U.S. approach. The U.S. legislative
process 1is complicated, since the Administration must take into
account sanctions legislation against China, the IDA IX
replenishment, and the Bank’s lending plans. Secretary Baker
noted that other G-7 members, with the possible exception of the
UK, are prepared to take a more forthcoming attitude toward
China. It was agreed that the Administration should wait to see
how the legislative situation unfolds. We may be able to move
ahead in 1990 if there are no further complications on the
legislative front. In the meantime, it would be helpful if the
World Bank Executive Board put Chinese matters on hold until
January.

3. Andean Summit: Secretary Brady referred to William
Bennett’s suggestions for "debt for drug" swaps. Bennett’s
proposals all involve some sort of debt forgiveness. Robson
stressed that the NSD called for performance first on the part of
the drug producing countries and then U.S. assistance. Some of
the schemes circulating within the USG seem to reverse these
priorities. The group agreed on the desirability of a "clean
agenda" for the Summit, i.e., the focus on drugs, not on debt or
other issues. Baker said that of the various debt
forgiveness/repayment schemes that had come to his attention, he
favored only that one involving existing Section 572 authority,
which would provide debt relief to Bolivia. Mulford noted that
the Colombian Finance Minister would be in Washington next week,
and the Treasury would press the Colombians to take the steps

CONFTIEENTFAL— .y
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necessary to obtain World Bank credits already in the pipeline.
The Colombians simply have not engaged the Bank vyet. They should
be negotiating.

4. Poland: The key issue here is the stabilization fund.
We need to reach an understanding with our G-7 partners on the
use of the fund; there is some misunderstanding at present. The
fund is for stabilization of the economy after introduction of a
tough adjustment program, not for balance of payments support.
The Japanese, for example, have offered $150 million in import
financing, which is not consistent with stabilization fund
objectives. Mulford will press the allies for agreement on the
nature of the fund and the need for commitments now at the G-7
Deputies meeting on November 20. Part of the problem in reaching
agreement on the use of the stabilization fund arises because the
Poles are not clear in their own minds whether they would draw on
it, for example, to meet short-term import needs. The group
agreed that we should press to get agreement on the fund through
meetings of the G-7 Deputies, the G-24 preparatory meeting on
November 24 and the G-24 Ministerial in December. Another round
of letters to Foreign and Finance Ministers may be necessary at
some point. In the meantime, the U.S. is prepared to take the
lead in organizing a $500 million bridge loan for Poland, which
would involve a U.S. contribution of $200 million.

5. USSR: 1In response to Brady’s question, Baker said the
Soviets probably would raise at Malta the question of Soviet
membership in the GATT, IMF and World Bank. But the
Administration’s position had not changed, and we would tell the
Soviets that. Looking ahead, Baker distinguished between Soviet
membership/observer status in the GATT and the IMF/World Bank.
The former would be easier and make more sense in terms of the
Soviet economy. Regarding Jackson-Vanik, the Soviet emigration
law appears to be moving toward passage. When approved, it may
be possible for the President to provide the necessary Jackson-
Vanik waiver and then initiate negotiations on the required trade
agreement. Thus, the period for monitoring Soviet implementation
of the emigration law and negotiation of a trade agreement could
overlap.

6. IMEF Quota Increase: The matters remains unresolved.
Secretaries Brady and Baker continue to differ on the prospects
for positive Congressional action.

cc: Robert Blackwill
Karl Jackson
David Miller
William Pryce
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POINTS TO BE MADE FOR
TELEPHONE CONVERSATION WITH
COLOMBIAN PRESIDENT VIRGILIQ BARCQO

- I wanted to confirm my acceptance of Cartegena as the site
for our Andean Conference.

- When we last talked we agreed that mid-February would be a
good time. I understand that during the OAS General
Assembly the Andean Foreign Ministers agreed with our people
that February 15 or 16 would fit into everyone’s schedule.
Do you think we could agree on February 15?2

~= We need to work together if the Andean Summit meeting is to
mark the successful initiation of an intensified and
coordinated campaign to control cocaine trafficking.

-- Your efforts have been outstanding. However, Peru and
Bolivia are lagging behind. Statements by Presidents Garcia
and Paz Zamora criticizing the U.S. narcotics strategy have
been unhelpful. I understand that Foreign Minister Londono,
in his recent visit to Bolivia, was dismayed by Bolivia’s
lack of commitment on the narcotics issue. We share that
dismay.

=t Our sense is that President Garcia is much more concerned
about the Sendero Luminoso threat than the traffickers, and
that President Paz Zamora seems to hope that alternative

development will make law enforcement unnecessary.
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We recognize that Peru and Bolivia are disappointed that
U.S. economic assistance is not greater or beginning sooner.
But they overlook the fact that our assistance is already
significant in Bolivia ($97 million in FY 90), and there is
the prospect of significant increases in FY 1991, assuming
the Bolivians and Peruvians get moving on law enforcement.
If we are to have a successful summit, we need you to use
your influence to convince Garcia and Paz Zamora that they
must make a full commitment to interdiction. We are
prepared to help Peru in its battle against Sendero, and we
want to help the Bolivian economy grow. But their efforts
must be made simultaneously with serious efforts to destroy
the trafficking networks. Interdiction where the coca leaf
is grown will ease the narco-threat to Colombia.

I am asking Assistant Secretary Aronson to visit Colombia,
Peru and Bolivia during the second week in December for

further preparatory discussions and hope you can see him.
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N E NTEAT 9448
NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20508
November 22, 1989
ACTION
MEMORANDUM FOR BRENT SCOWCROFT éﬁ
FROM: WILLIAM T. PRYCHM!
SUBJECT: Telephone Call to Colombian President

Virgilio Barco Vargas

Attached at Tab I is a Telephone Call Proposal to the President
for his conversation with Colombian President Virgilio Barco
Vargas regarding the date and site for the Andean narcotics
summit. The survey team has agreed that Cartegena is a suitable
site. The President has expressed a desire to call President
Barco to accept his invitation definitively. We suggest he use
the call to try to get Presidents Paz Zamora of Bolivia and
Garcia of Peru to take a tougher attitude towards fighting
narcotics.

Concurrence: David Milleilﬂtﬁfj

RECOMMENDATION

That you sign the Telephone Call Proposal to the President at
Tab I.

Approve Disapprove

Attachments
Tab I Telephone Call Proposal
Tab A Points to be Made
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