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MEMORANDUM OF TELEPHONE CONVERSATION

SUBJECT: Telephone Conversation with President Mikhail
Gorbachev of the Soviet Union

PARTICIPANTS: The President
President Mikhail GORBACHEV
Interpreter: Dmitri Zarechnak
Notetaker: Nicholas Burns, NSC Staff

DATE, TIME May 11, 1991, 9:03-9:47 a.m.
AND PLACE Camp David
he President: Mikhail, this is George Bush. How are you?

President Gorbachev: I am very happy to hear your voice. And I

am happy that your mild condition is behind you.

The President: I’m up at Camp David and I feel good. My heart
is perfect and once I get this thyroid under control I will be
totally normal.

President Gorbachev: Well, George, I hope you will quit jogging

several miles every morning and confine yourself to horseshoes.

The President: I wanted to talk with you today--I don’t want to
see our countries drift apart. I read Matlock’s report and it
had me concerned. And when Eduard Shevardnadze was here, he said
the same thing.

President Gorbachev: My dear George, I thought since we have

covered alot of ground to reach the current state of our
relations, that when we reached it, it was well received. So I
decided to share my immediate concerns quite sincerely so I could
prevent a bad turn in the relationship.

The President: Good. First, I remain firmly committed to a
strong cooperative relationship with you. I tried to make that
clear in my press conference the other day. I know what you
stand for. As long as you continue down the reform path with
measures like the new agreement with the nine republics, you’ll
get nothing but praise from me. Lastly, you are correct. Some
in the U.S. want us to pull back now. I don’t want to do that
and will not do that.

Presiden ¢ I am very happy to hear that. I wish to
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repeat the phrase you used--I also am firmly committed to
cooperation. Acting together we have accomplished a great deal.
I am quite convinced we should continue to develop our relations
which is in the national interests of the U.S. and USSR. I
intend to stand by that approach in the USSR. It enjoys support
among people in the USSR but there are some, of course, who have
doubts.

Of course, we are going through a special transition period.
There are new forms of doing things and no ready-made solutions.
Some advocate one thing and some another. We will have to go
through this period and shape a new life drawing from the
experience and support of others. One very important point to
share with you is that we are faced with so many difficulties.
Virtually all of the republics felt we had to stand together. Wwe
are now finishing the anti-crisis program. You know about it.
People from all the republics are now in a Moscow suburb working
to complete it.

So, I want you to understand that it will take an effort to make
it succeed. Because there are so many things we simply didn’t
know before. There is no guarantee, given the size of the
country and its problems, that we may not get something we didn’t
expect. I think the biggest mistake would be for us to stop or
succumb to pressure or move in reverse. And in this type of
situation, I sometimes have to take very drastic measures. So,
George, this is what I wanted you to keep in mind.

In a normal situation, some of these steps would have been seen
as unacceptable. But we have to make allowances for this period.
And when I’m looking to you, George, for assistance, it is
because I am in this kind of situation. I really need it. And I
appreciate the political support and friendly feelings I’ve been
getting. My hope is that these feelings will stay unabated. The
main thing for you, George, is that you must know I’ve made the
choice--there is no alternative for me. I am going to do
everything I can to continue moving along the track of renewal.

Now this is what I wanted you to know. We are at a very
important moment. The specific point is that I will take some
major decisions in the next few days and weeks. Well, I'’ve been
going on for some time now but since we had not spoken in a
while, I thought I would be specific about things.

The President: Mikhail, if you have time, I want to touch on
arms control and economic issues.

President Gorbachev: That is what I thought we would do after

discussing this general overview.




¢ If it is okay with you, I would like to start
with arms control.

The CFE problem, frankly, is putting a strain on our
relationship. Our biggest concern is naval infantry. It is
causing a problem not so much here in the Administration but is
very difficult across our public opinion. We will see Moiseyev
and hope his visit will lead to a rapid solution of this
corrosive issue.

Having gotten CFE done, I believe we could then get our experts
to overcome the difficulties on START. Both of us should make
sure that gets done. 1If we can get a CFE solution, I would be
anxious to have a summit this summer and make every effort to get
START ready for signature. I think we have narrowed the
differences but am anxious to get your views. That is about all
I had to say on arms control.

iden r v: Well, George, I want you to know I want to
resolve quickly the first issue in the near future. Moiseyev
will bring something to help push things in that direction. I
also share your desire to have a treaty ready to sign. It is
simply a duty for us to go ahead with the treaty on fifty percent
reductions, especially since we have already accomplished alot.
And, of course, if that goes well, we could have a very large-
scale summit this summer.

The President: I would like to do that very much.

Presiden r hev: That is my goal too. Of course, we could
have an interim meeting if there are delays, but our goal should
be a large-scale meeting.

The President: I agree with that.
President Gorbachev: I also think there is a chance, George, to

succeed in our cooperation in the Middle East. Alexander and Jim
are moving on the same track. There is a possibility of
cooperation there as in the Persian Gulf.

T President: I think it is very good that Jim and Sasha are
working together. They will meet in Cairo. It is a wonderful
arrangement we are talking about. I hope Israel and the Arabs
will be cooperative.

i : I think if we act together, we can push
them in the right direction.
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Ihe President: At some point, we may have to do so publicly if
the Baker-Bessmertnykh shuttle diplomacy doesn’t work.

President Gorbachev: Okay, I agree to give that some thought at

a later point.

Now within the next three days, I will see the leader of China in
Moscow. At the conclusion of this meeting, I will brief you on
the visit. Now let me give you my views. We appreciate the role
of China on the Persian Gulf--its cooperation there and in other
areas. China’s positive decision was well thought out.

The President: Our relations with China are strained more than I
want. I have the MFN question. There is big opposition in
Congress. But I want to find a way to renew their MFN. I don’t
want to isolate China. If you can convey that, I would
appreciate it. 1Is Li Peng or Yang Shangkun coming?

President Gorbachev: No, Jiang Zemin. I think we can proceed

with what we agreed as we talked in the limosine.

The President: Right. I would like to talk about economic
issues now.

President Gorbachev: Yes.

The President: One, I know you are in a difficult economic
situation. You have explained that at the beginning. 1In the
spirit of frankness, our experts don’t believe Pavlov’s anti-
crisis program will move you fast enough to market reform. If
there are more steps toward a market reform effort, then we could
do more and help especially with the international financial
organizations.

I think...Excuse me, go ahead.
Presiden v: Excuse me for interrupting.

The President: I Jjust wanted to say that it would lead quickly
to Special Associate Status in the IMF and World Bank. There is
also great interest here in the emigration bill that is to be
voted on. If that passes and meets internationally acceptable
standards, then it would enable us to take steps to normalize the
economic relationship; steps such as the trade agreement, and
most favored nations status. Then we could go to Congress to
repeal the legislative restrictions that make trade and finance
so difficult for us.
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I have several more points but maybe I should stop there for your
comments.

President Gorbachev: I would like to comment on that, George.

Among our pressing problems is stabilizing the economic
relationship between regions and even enterprises. There are
many pitfalls here. The central and republic authorities are on
to this issue and are moving to solve it. This is one of the
most pressing tasks at hand. I would call it an emergency task.
We have done alot on the planting campaign in the rural areas and
have been rather successful at that. 1In April, agricultural
production was up 3-4 percent compared to last year. But there
are still difficulties. We are at the end of spring and summer
is coming. Last year’s reserves are depleted and there is still
no new harvest so we have some difficulties.

On Pavlov’s program, it has been very seriously changed. But,
George, you must always bear in mind the realistic context of our
society. The overriding focus of the Pavlov program is to fight
inflation through drastic fiscal measures and at the same time
stimulate entrepeneurship. You know there are many provisions in
the Pavlov program for stepped-up privatization and
destatization. There is more economic freedom. It is under
strong fire from the trade unions and some in the party
organizations. Some call it anti-people and even inhuman. And
you know, George, you will reach a different conclusion depending
on whether or not you look at the Pavlov program from an academic
angle or from a realistic context of society. This is no longer
just Pavlov’s program by the way since it has been accepted by
all the republics.

So much for the current situation. On your other points, I wish
to propose something else. What if for the purposes of
continuing this discussion, I send over Primakov and Yavlinsky to
discuss the possibility of cooperation in the G-7 framework and
other international organizations? I know that there is emerging
cooperation at the G-7 experts level with your people and ours.
But even your experts think it is time to elevate these
discussions to a governmental level.

The President: We could talk about that. But I’m not sure
exactly what you mean.
President Gorbachev: What I have in mind is that the G-7 will

discuss cooperation with the USSR and the place and role of the
G-7 in these developments. There is the possibility of Soviet
participation in the IMF and participation by the head of the
Soviet state in the G-7 session. 1I’1ll1 send Primakov. He will
have a package of items to discuss in a closed session.

The President: That is a good idea and I have one to add on
agriculture.




¢ I just received your letter. I welcome the
idea and am prepared to join.

The President: Would May 20 be too soon for the team to arrive?
President Gorbachev: No, it is fine. I will give the

appropriate instructions tomorrow. There is much to be done to
prepare for this.

The President: I think we can be very helpful. I want you to
know that I want it to lead to what you need in agricultural

credits.

President Gorbachev: I welcome this very much. I just got the

translation of your letter before our conversation. It is a very
exciting idea and very encouraging. And I will appoint tomorrow
the people who will start work on this.

The President: Good. I will instruct our people to come in a
positive frame of mind--to try to help and not find problems but
find reasons to help. After that, Mikhail, it seems to me that
at the summit we could discuss financial institutions, energy,
the environment and housing. We can discuss this at our meeting.

President Gorbachev: George, these are important and encouraging

subjects. I discussed some of these with Mitterrand. George, I
am really happy that we had this substantive conversation. It
had been some time since we had a conversation like that.

The President: Let me ask you a personal question. How is your
health?

iden v: So far, I am hanging tough.
The President: That is good. You are my friend and I want to

prove that and work with you. I don’t like stories in our press
that put you down. I hope you noticed that I took them on in
public the other day.

President Gorbachev: Well, thank you for those words. I share

your approach on this and other issues. I have made a choice, a
serious choice on relations with the U.S., providing it is
reciprocated, and will follow that course.

The President: That is wonderful. It is nice talking to you and
good 1luck.
President Gorbachev: Thank you, George, and the same to you.

Best regards to all at Camp David, especially Barbara.

The President: She just walked in the room and just walked out.
She is on her way to the gym.
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President Gorbachev: I am glad to hear that.
The President: Okay. Good-bye.
President Gorbachev: Good-bye.
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BEGIN TEXT:
- 11 NOV 89

1. JIM, THIS IS A THREE-PART CABLE, ALL CLOSE HOLD, BUT WITH
PARTS TWO AND THREE FOR YOU ALONE.

2, PART ONE - BEGIN TEXT:

PRESIDENT NIXON AND MIKE OKSENBERG HAD DINNER WITH THE
PRESIDENT ON NOVEMBER 5 TO DISCUSS THEIR RECENT TRIP TO CHINA.
THOSE PARTICIPATING ALSO INCLUDED THE VICE PRESIDENT, GOVERNOR
SUNUNU, GENERAL SCOWCROFT, LARRY EAGLEBURGER, DCI WEBSTER AND BOB
GATES. PRESIDENT NIXON BEGAN BY GIVING HIS RUNDOWN OF THE
LEADERSHIP AND HIS JUDGMENT ON EACH. HE SAID THAT DENG XIAOPING

VITAL AND HEALTHY [ (o)D) s

§ @ N HE SINGLED OUT THE & S

i ST MOST IMPRESSIVE CHINESE LEADER HE MET. ‘A MAN
OF OUTSTANDING QUALITIES AND HE REGARDED CLEARLY AS A COMER.
HE ALSO HAD MUCH PRAISE FOR 4 e WHOM HE
REGARDED AS ANOTHER HIGH QUALITY INDIVID

UAL.
THE CONVERSATION SUBSEQUENTLY FOCUSED ON SINO-SOVIET
RELATIONS, THE VIEWS OF THESE LEADERS ON GORBACHEV (LESS
SYMPATHETIC THAN HIS WESTERN AUDIENCES), AND ON NEXT STEPS IN THE
RELATIONSHIP. NIXON IS WORRIED THAT OUR CURRENT POLICIES ARE
ISOLATING THE CHINESE LEADERSHIP FROM PEOPLE WHO SHOULD BE
TELLING THEM WHAT THEY NEED TO HEAR AND THAT THE US WOULD
PROBABLY NEED TO TAKE THE FIRST STEP IN BEGINNING THE PATH BACK
ON THE RELATIONSHIP. NIXON WAS ADAMANT, HOWEVER, THAT SUCH A
STEP SHOULD NOT BE TAKEN WITHOUT HAVING AGREED UPON A SEQUENCE SO
THAT ANY STEP THAT THE US MIGHT TAKE BY AGREEMENT WOULD RESULT IN
A RECIPROCAL STEP BY THE CHINESE. AMONG OTHER THINGS, HE
SUGGESTED LIFTING THE BAN ON TRAVEL BY US SENIOR OFFICIALS AND

DECLASSIFIED IN PART
PER E.O. 13526
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SEEM TO ATTACH IMPORTANCE TO REESTABLISHING THE FULBRIGHT
SCHOLARSHIPS.

NIXON ALSO FOCUSED ON THE TRIANGULAR RELATIONSHIP. HE SAID
THAT WHILE THERE WAS NO CHINA CARD PER SE FOR THE UNITED STATES,
IT WAS ALSO IMPORTANT THAT THERE NOT BE ONE FOR THE SOVIET UNION.
HE ALSO INDICATED OUR CONCERN THAT TO THE DEGREE WE ARE ISOLATED
FROM CHINA, OPPORTUNITIES ARE PRESENTED FOR | (X 4

WE OUGHT NOT PROVIDE AN OPEN DOOR. END TEXT - PART ONE.

3. PART TWO - BEGIN TEXT:

AS YOU MAY KNOW, PRESCOTT BUSH HAS HAD BUSINESS
RELATIONSHIPS IN CHINA THAT LONG PREDATE THE PRESIDENT’S
ELECTION. BECAUSE OF THESE AND HIS OTHER BUSINESS ACTIVITIES
ABROAD, THE STATE DEPARTMENT ISSUED GUIDANCE TO ALL EMBASSIES
SEVERAL MONTHS AGO AT THE PRESIDENT’S REQUEST TO TAKE CARE TO
AVOID ANY APPEARANCE OF FAVORITISM EITHER TO HIS BROTHER OR TO
ANY OTHER MEMBER OF HIS FAMILY. WE HAVE JUST RECEIVED WORD THAT
THE | o)1) 1S IN BUSINESS NEGOTIATIONS WITH INTERESTS
CONNECTED TO PRESCOTT BUSH AND IS TELLING VISITORS THAT HE IS
DOING WHAT HE CAN TO BE HELPFUL WE WOULD APPRECIATE IT IF YOU
COULD QUIETLY INFORM | = OG0 (1) THAT WHILE THE UNITED STATES
GOVERNMENT DOES NOT OPPOSE PRESCOTT BUSH’S ACTIVITIES, IT ALSO
DOES NOT WANT THEM GIVEN ANY SPECIAL TREATMENT, AND (2) THAT WHAT
THE CHINESE AUTHORITIES DO IN THIS CONNECTION IS A MATTER
EXCLUSIVELY FOR THE CHINESE TO DECIDE ON THEIR OWN.

END TEXT - PART TWO.

4. BEGIN TEXT - PART THREE.

YOU SHOULD ALSO KNOW THAT THE PRESIDENT HAS SENT A PERSONAL
NOTE TO DENG. IN IT HE COMMENTED ON NIXON’S TRIP REPORT AND HIS
OWN STRONG INTEREST IN THE RELATIONSHIP AND ITS IMPROVEMENT. HE
ALSO SAID THAT NOTHING ADVERSE TO CHINA’S INTERESTS WOULD OCCUR
AT THE UPCOMING US~USSR MEETING AND THAT HE WOULD PROVIDE A
READ-OUT (BY EMISSARY IF DENG WISHED) AFTER THE MEETING.
END TEXT - PART THREE.

S. WARM REGARDS, BRENT.
END TEXT
DECL: OADR
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WASHINGTON

November 24, 1989

4/’4,

THE WHITE HOUSE &

4'%?& .
6’@/]

MEMORANDUM FOR BRENT SCOWCROFT
FROM: ROGER B. PORTER A%¥

SUBJECT: China

Dwight Ink, whom you may know and who has served in a
variety of positions in the government for nearly four decades,
sent me the attached memorandums on the basis of his recent trip
to the People's Republic of China. I think you will find both of
his memorandums of interest. Dwight asked me to keep their
distribution limited. I have not sent them to anyone else.

Attachments
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MEMORANDUM

TO: Roger Por \\\S}
FROUM: Dwight Ink{ ™
DATE: November 22, 1989

This memorandum highlights comments made in conversations with
Mr. Peter Katsura recently in Beijing. He is First Vice Chairman of the
State Commission of Economic Reform of the U.S.S.R. Council of
Ministers.

0 He emphasized the magnitude of their efforts to "dismantle the
old conservative system".

o They are striving to overcome the current separation of the
worker from the results of his work.

0 They are searching for an organization and a legal framework
which will balance "efficiency and social security".

o They are striving to design a stable and balanced market
oriented economy in which both Tabor and management share the
benefits.

0 Under the first phase of their administrative reform the 120
units in the central government have now been reduced to 57 and
200 enterprises have been streamlined, Teading to 600,000
employees being reassigned to nongovernmental establishments,
although is was not clear what they are now doing.

0o Under the second stage of reform which is now started, they
are placing great emphasis on developing a Tegal basis for the
reforms, including Taws on ownership, land use, taxes, state
banks, industrial companies, and the civil service.

0 Measures are being developed to delegate more powers to the
Tocal Tevel and to the Republic. Also measures to enable the
industrial companies to operate more freely.

0 Measures to distinguish policy from implementation
responsibilities are to be developed.
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0 Measures to delineate and distinguish the powers of the state
from those of the party are also being drafted.

o They plan to liquidate a super share of state ownerships.
About 90% of the U.S.S.R.'s funds for production activities are
now said to be going to state institutions. It was stated that
the state and the big company monopolies are much more concerned
with themselves than they are with the pubTlic.

How to introduce market factors into a planned economy is a
major issue since they recognize their current distribution of goods is
ineffective. The Soviet Union is now in a transition phase, and it
recognizes there is a very short period of time in which to accomplish a
great deal. Katsura likened administrative reform problems of the Soviet
bnion to those of China.

I have approached both Minister Katsura, and Mr. Zhang, his
counterpart in China, about the possibility of tri-latera] discussions
among China, the U.S.S.R. and the United States in view of some common
management problems growing out of our Tlarge geographic area and large
populations. Both are interested, although I have no idea whether there
might be governmental support.

I fear that the Western world, including the United States,
fails to fully recognize the unusual opportunity now unfolding in the
U.S.5.K. and Eastern Europe to provide the reformers with urgently needed
assistance, both managerial and technical. Such assistance is critically
needed to enhance the chance of a successful transition toward a more
democratic system. If the change to more market oriented economic
approaches and a freer democratic political society does not demonstrate
to the people that these steps represent a better system, the future of
these basic changes may well be in Jjeopardy.

Rility to refocus the policies within these countries and
develop their capacity to implement them will require an enormous amount
of economic analysis, basic changes in bureaucratic philosophy and
practices, and a very different brand of management. They need to learn
how to function in a more open society, and how to utilize the economic
drive of market oriented mechanisms within a framework which retains a
social consciousness. This is a massive task, and timing is critical.
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MEMORANDUM

TO: Roger Portgr . O\
FROM: Dwight Inég}i;
DATE: Novemeber » 1989

Our Institute of Public Administration (IPA) has had recent
involvement in China which may be of interest to you and others in the
White House.

Background.
During the past year IPA has been helping the Chinese Academy of

Social Science to develop ways to utilize market incentives within a
socialist economy in furthering urban land reform. Although the existing
planned economy will never permit fully effective uses of market forces,
we believe that these initial steps may well pave the way for a
transition to a market system. Our Chinese Advisory Committee is chaired
by Mr. Liu Guoguang, Vice Chairman of the National Academy of Social
Science, and one of the best known economists in China. Also on our
reform minded Committee is Gao Shangquan, Vice Minister of the State
Commission for restructuring the Economy.

During the May demonstrations in Tiananmen Square, I was in
Beijing negotiating a second project in which IPA had been selected by
the government to serve as their technical advisor in civil service
reform. For this project, we are contracting with the Chinese Ministry
of Personnel which has responsibility for the total administrative reform
effort, not just personnel management. Premier Li Ping, is the titular
head of administrative reform, but Mr. Zhang, the Deputy Minister of
Personnel, is the operational head of the reform commission.

In talking with students and others gathered in Tiananmen
Square, their general aspiration was to achieve the type of freedom that
exists in the United States. They quoted Jefferson and Lincoln, and
frequently spoke of President Nixon as having opened the way to
modernization and individual freedom. Gorbachev is the man they feel
will make it possible.

In Tate October I returned to Beijing because of our projects
and also to participate in an administrative reform symposium which was
comprised of individual representatives from each of twelve nations. The
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Soviet Union was represented by Peter Katsura, First Vice Chairman of the
Economic Reform, who heads administrative reform in the Soviet Union.
Also participating in the 3-1/2 day conference were 26 leading Chinese
academicians and directors of Chinese ministries.

Symposium.

The symposium participants met with Premier Li Ping who was
slightly more candid with respect to economic problems than we might have
expected, although predictably he defended the Tiananmen Square action as
countering a revolutionary movement. No other Chinese officials
mentioned Tiananmen Square. I had a long private discussion with a
special assistant to Li Ping, in which the topics ranged from nuclear
energy to managing decentralization. We all met twice with Vice Premier
Wu Xueqian who is also Secretary of their Standing Committee which is
their counterpart to our Cabinet. Mr. Wu was somewhat more informative
and candid, stating in private conversations that it was clear they had
made mistakes during the summer.

Both Li Ping and Wu Xuegian reiterated their plans to move
forward with the economic reforms although at a somewhat slower pace than
originally planned. They also reaffirmed their intention to move the
party out of the government operational role and Timit it largely to
policy. The theme reiterated over and over again by Li Ping, Wu, and the
Chinese leaders, was the necessity of shifting the government from
micro-management of enterprises and local government to that of
macro-management. This we discussed in depth throughout the next 3-1/2
days, although I assume the pace and the extent of plans are now altered
more than their rhetoric indicated. Several key quotations are listed in
attachment A.

The symposium discussions were far more open than we had
anticipated. With the exception of Tiananmen Square, there was no
apparent restriction on subject matter, and the chair of the symposium
made no effort to steer discussion toward or away from issues that might
be sensitive. Two academicians stated categorically that there was no
room for democracy in China because it would lead to confusion and
chaos. Other Chinese, however, were anxious to learn how other countries
dealt with openness, how they learned of the views of citizens, and how
advice was secured by officials prior to making decisions.

During an interview by Beijing radio, I commented on the need
for government officials to draw upon a range of different sources for
advice before making a decision, particularly if the subject was
controversial. To our surprise, this interview was carried on Beijing
radio on several occasions, an event which the interviewer told me could
not have happened 30 days earlier. According to this interviewer, there
is considerably more flexibility in what can be broadcast now than was
true during the summer, although the issue of Tiananmen Square is still
not for open discussion and probably will not be so long as the current
leadership is in power.
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Urban Land Management

ATthough the National Academy of Social Science has been labeled
by Newsweek and others as a hotbed of democratization in China, the
operating head of the Academy, who is also Chairman of our Advisory
Committee, is still in office. At a private Tunch, he said that the
research projects at the Academy have proceeded unimpeded since the
Crackdown, but that foreign exchanges have been severely curtailed, and
in most instances virtually halted. An exception is our IPA exchange for
reasons that are not clear. Our communications with China were never
interrupted during or after the June 4 crackdown, and our Chinese
delegations have come to the United States with only slight delays in the
scheduling. The only noticeable constraint is that Mr. Liu himself does
not currently have permission to come to the United States, although he
feels that might be in part because of uncertainty with respect to the
U.S. reaction. We have proceeded to plan additional land economies
studies and exchanges during 1990.

Conclusions
From the symposium and our IPA contacts in China, I have several
impressions:
0 There is a wide spread interest among many of the Chinese
administrative leaders in to go forward with the reform program
despite the crackdown. Yet, those in charge of the reform have
very little idea of how to proceed.

0 Not surprisingly, the hardliners seem to have very Tittle
support among younger officials.

o At this stage of events, sanctions against China would be
counterproductive and would weaken the position of the
reformers.

o Events in the Soviet Union and Eastern Europe are

quite unnerving for the hardliners in Chinese Teadership
positions. They relate the protests in the Eastern Bloc to the
demonstrations in Tiananmen Square. Therefore, although I saw
many signs of relaxation in China, I would expect there to be
other actions of a repressive nature, making it difficult to
sort out where China is moving. I suspect that the Chinese
officials themselves are uncertain with respect to future steps
and are most uneasy.

0 As with the U.S.S.R. and the Eastern Bloc countries when the
hardline leadership is ousted and the move toward
democratization emerges, the combination of the vastness of the
Changes required and the almost total lack of experience in
nontotalitarian governmental machinery is almost surely going
to result in a future crisis of a different nature. The people
of China, particularly in the large cities, are not Tikely to
have sufficient patience to wait for a basic change in their
ponderous machinery. Disillusion with democratic processes

and market oriented economics is likely to lead to new problems

of major magnitude.




ATTACHMENT A
KEY QUOTATIONS IN BEIJING
Uctober 16-20, 1989

Premier Li Ping

“...reform of government administration wil] continue for a
relatively long period.”

“...political reform of the country has been partly focused on
changing the functions of the government in an effort to separate the
roles of the government and the State-owned enterprises so that the
enterprises can have more decision-making power.

However, the reform is not aimed at a fully dominating market
system, as is misunderstood by many people in the West, but to combine
the central planning with a market mechanism. "

Zhang Zhijian, Director, National Commission of Reform

“The reform of governmental organizations is the important
component of the reform of political system. The deepening of the reform
of economic system requires the government to further decentralize its
power, and to separate the government from the enterprise, so as to turn
its direct control over the enterprise into indirect control, and to
improve the macro readjustment and control over economic activities."

Reform of Tocal government "...is: to link this reform closely
with the reform of political and economic systems and in accordance with
the principle of separating the government from the enterprise, the Party
from the government; to transform functions; to bring better relations
among departments; to readjust structures; and to streamline personnel.
The transformation of functions in the economic administration will be
taken as priority."
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<PREC> IMMEDIATE <CLAS> -SHEREF <DTG> 1662347 NOV 89

FM AMEMBASSY BEIJING
TO THE WHITE HOUSE

S—t—6—R—t—F 1602347 NOV 89 PRIVACY CHANNELS

FM AMBASSADOR LILLEY, BEIJING 604

TO THE WHITE HOUSE, FOR EYES ONLY GENERAL SCOWCROFT
BEGIN TEXT

DEAR BRENT,
THANK YOU FOR YOUR INFORMATIVE MESSAGE OF 11 NOV 89.

I'T IS IMPORTANT T0O KNOW WHAT YOU ARE BEING TOLD IN WASHINGTON.
BOTH PRESIDENT NIXON AND MIKE OKSENBERG ARE KEEN OBSERVERS AND
WHAT THEY TOLD YOU TRACKS WITH WHAT WE WERE TOLD HERE.

REGARDING PART TWO OF YOUR MESSAGE, | HAVE ARRANGED TO
BE IN SHANGHAI ON 12 DECEMBER AND HAVE ASKED TO SEE THE MAYOR.
I WILL CONVEY THE MESSAGE TO HIM PERSONALLY AT THAT TIME. |
HOPE TO DISCUSS WITH YOU FURTHER HOW PRESCOTT HIMSELF IS
HANDLING HIS CONTACTS HERE.

THE MATTER OF CONGRESSIONAL LEGISLATION IS OF SOME
CONCERN TO ME. WE SEEM TO BE GOING AGAINST THE TIDE BY
CONTINUING TO PUNISH CHINA WHEREAS OUR FRIENDS AND ALLIES ARE
LETTING UP. IT IS IMPORTANT FOR OUR FUTURE EDUCATIONAL AND
CULTURAL EXCHANGES THAT THE PELOSI BILL IN THE HOUSE ON STUDENT

EXTENSIONS BE DILUTED OR PUT ASIDE. | REALIZE THE SENTIMENT
BEHIND THE BILL BUT AS YOU KNOW IT LEGISLATES NOTHING WE ARE
NOT ALREADY DOING. | APPRECIATE YOUR PERSONAL INTERVENTION

WITH SOLARZ ON THE SANCTIONS AMMENDMENT. IT CLEARLY HELPED.
AS YOU PROBABLY KNOW, | WILL BE IN WASHINGTON BETWEEN
3-16 DECEMBER ON CONSULTATIONS. | HOPE TO SEE YOU AT THAT TIME
AND A MINUTE OR TWO WITH THE PRESIDENT, IF HE CAN MAKE THE TIME.
PLEASE SHARE THIS MESSAGE WITH SECRETARY BAKER

DECLASSIFIED
PER E.O. 13526

1 009-1I56-MR
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COQ, PRIVACY OUT
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<TEXT>ZEM
-S—E—C—R-E—F SENSITIVE EYES ONLY VIA PRIVACY CHANNELS
QQQQ

PLEASE DELIVER THE FOLLOWING MESSAGE, EYES ONLY, TO AMBASSADOR
JAMES R. LILLEY FROM BRENT SCOWCROFT, ASSISTANT TO THE PRESIDENT
FOR NATIONAL SECURITY AFFAIRS.

BEGIN TEXT:
= 11 NOV 89

1. JIM, THIS IS A THREE-PART CABLE, ALL CLOSE HOLD, BUT WITH
PARTS TWO AND THREE FOR YOU ALONE.

2 PART ONE - BEGIN TEXT:

PRESIDENT NIXON AND MIKE OKSENBERG HAD DINNER WITH THE
PRESIDENT ON NOVEMBER 5 TO DISCUSS THEIR RECENT TRIP TO CHINA.
THOSE PARTICIPATING ALSO INCLUDED THE VICE PRESIDENT, GOVERNOR
SUNUNU, GENERAL SCOWCROFT, LARRY EAGLEBURGER, DCI WEBSTER AND BOB
GATES. PRESIDENT NIXON BEGAN BY GIVING HIS RUNDOWN OF THE
LEADERSHIP AND HIS JUDGMENT ON EACH. HE SAID THAT DENG XIAOPING
APPEARED VITAL AND HEALTHY [t ' { L o

HE SINGLED OUT THE 1 ' :
. AS THE MOST IMPRESSIVE CHINESE LEADER HE MET. A MAN
ANDING QUALITIES AND ONE HE REGARDED CLEARLY AS A COMER.
= : ! s ‘ .WHOM HE

0
HE ALSO HAD MUCH PRAISE FOR [
REGARDED AS ANOTHER HIGH QUALITY_INDIVIDUAL.

THE CONVERSATION SUBSEQUENTLY FOCUSED ON SINO-SOVIET
RELATIONS, THE VIEWS OF THESE LEADERS ON GORBACHEV (LESS
SYMPATHETIC THAN HIS WESTERN AUDIENCES), AND ON NEXT STEPS IN THE
RELATIONSHIP. NIXON IS WORRIED THAT OUR CURRENT POLICIES ARE
ISOLATING THE CHINESE LEADERSHIP FROM PEOPLE WHO SHOULD BE
TELLING THEM WHAT THEY NEED TO HEAR AND THAT THE US WOULD
PROBABLY NEED TO TAKE THE FIRST STEP IN BEGINNING THE PATH BACK
ON THE RELATIONSHIP. NIXON WAS ADAMANT, HOWEVER, THAT SUCH A
STEP SHOULD NOT BE TAKEN WITHOUT HAVING AGREED UPON A SEQUENCE SO
THAT ANY STEP THAT THE US MIGHT TAKE BY AGREEMENT WOULD RESULT IN
A RECIPROCAL STEP BY THE CHINESE. AMONG OTHER THINGS, HE
SUGGESTED LIFTING THE BAN ON TRAVEL BY US SENIOR OFFICIALS AND
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SEEM TO ATTACH IMPORTANCE TO REESTABLISHING THE FULBRIGHT
SCHOLARSHIPS.

NIXON ALSO FOCUSED ON THE TRIANGULAR RELATIONSHIP. HE SAID
THAT WHILE THERE WAS NO CHINA CARD PER SE FOR THE UNITED STATES,
IT WAS ALSO IMPORTANT THAT THERE NOT BE ONE FOR THE SOVIET UNION,
HE ALSO INDICATED OUR CONCERN THAT TO THE DEGREE‘WE ARE ISOLATED
FROM CHINA, OPPORTUNITIES ARE PRESENTED FOR [l 1 (6K
WE OUGHT NOT PROVIDE AN OPEN DOOR. END TEXT - PART ONE.

3. PART TWO - BEGIN TEXT:

AS YOU MAY KNOW, PRESCOTT BUSH HAS HAD BUSINESS
RELATIONSHIPS IN CHINA THAT LONG PREDATE THE PRESIDENT’S
ELECTION. BECAUSE OF THESE AND HIS OTHER BUSINESS ACTIVITIES
ABROAD, THE STATE DEPARTMENT ISSUED GUIDANCE TO ALL EMBASSIES
SEVERAL MONTHS AGO AT THE PRESIDENT’S REQUEST TO TAKE CARE TO
AVOID ANY APPEARANCE OF FAVORITISM EITHER TO HIS BROTHER OR TO
ANY OTHER MEMBER OF HIS FAMILY. WE HAVE JUST RECEIVED WORD THAT
THE | (0)(1). /IS IN BUSINESS NEGOTIATIONS WITH INTERESTS
CONNECTED TO PRESCOTT BUSH AND IS TELLING VISITORS THAT HE IS
DOING WHAT HE CAN TO BE HELPFUL. WE WOULD APPRECIATE IT IF YOU
COULD QUIETLY INFORM | b)(1) " (1) THAT WHILE THE UNITED STATES
GOVERNMENT DOES NOT OPPOSE PRESCOTT BUSH’S ACTIVITIES, IT ALSO
DOES NOT WANT THEM GIVEN ANY SPECIAL TREATMENT, AND (2) THAT WHAT
THE CHINESE AUTHORITIES DO IN THIS CONNECTION IS A MATTER
EXCLUSIVELY FOR THE CHINESE TO DECIDE ON THEIR OWN.

END TEXT - PART TWO.

4. BEGIN TEXT - PART THREE.

YOU SHOULD ALSO XKNOW THAT THE PRESIDENT HAS SENT A PERSONAL
NOTE TO DENG. 1IN IT HE COMMENTED ON NIXON’S TRIP REPORT AND HIS
OWN STRONG INTEREST IN THE RELATIONSHIP AND ITS IMPROVEMENT. HE
ALSO SAID THAT NOTHING ADVERSE TO CHINA’S INTERESTS WOULD OCCUR
AT THE UPCOMING US-USSR MEETING AND THAT HE WOULD PROVIDE A
READ-OUT (BY EMISSARY IF DENG WISHED) AFTER THE MEETING.
END TEXT - PART THREE.

5, WARM REGARDS, BRENT.

END TEXT
DECL: OADR
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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
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AMEMBASSY BEIJING
EYES ONLY FOR AMBASSADOR LILLEY

1. Jim, this is a three-part cable, all close hold, but with
parts two and three for you alone.

2. PART ONE - BEGIN TEXT:

President Nixon and Mike Oksenberg had dinner with the PresidentA
on November 5 to discuss their recent trip to China. Those
participating also included the Vice President, Governor Sununu,
General Scowcroft, Larry Eagleburger, DCI Webster and Bob Gates.
President Nixon began by giving his rundown of the leadership and

his judgment on each. He said that Deng Xiaoping appeared vital

(b)(1)

and healthy|
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- as the most impressive Chinese leader he met. A man

of outstanding qualities and one he regarded clearly as a comer.

He also had much praise for
regarded as another high quality individual.

The conversation subsequently focused on Sino-Soviet
relations, the views of these leaders on Gorbachev (less
sympathetic than his Western audiences), and on next steps in the
relationship. Nixon is worried that our current policies are
isolating the Chinese leadership from people who should be
telling them what they need to hear and that the US would
probably need to take the first step in beginning the path back
on the relationship. Nixon was adamant, however, that such a
step should not be taken without having agreed upon a sequence so
that any step that the US might take by agreement would result in
a reciprocal step by the Chinese. Among other things, he
suggested lifting the ban on travel by US senior officials and
seem to attach importance to reestablishing the Fulbright
Scholarships.

Nixon also focused on the triangular relationship. He said
that while there was no China card per se for the United States,
it was also important that there not be one for the Soviet Union.

He also indicated our concern that to the degree we are isolated

from China &ss# opportunities are presented for%

we ought not provide an open door. END TEXT - PART ONE.

-SEeRPT/SENSITIVE
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3. PART TWO - BEGIN TEXT:

As you may know, Prescott Bush has had business
relationships in China that long‘predate the President’s
election. Because of these and,other business activities abroad,
the State Department issued guidance to all embassies several
months ago at the President’s request to take care to avoid any
appearance of favoritism either to his brother or to any other

member of his family. We have just received word that the[ =

is in business negotiations with interests connected
to Prescott Bush and is telling visitors that he is doing what he
can to be helpful. We would appreciate it if you could quietly

(1) that while the United States Government does

inform
not oppose Prescott Bush’s activities, it also does not want them
given any special treatment, and (2) that what the Chinese
authorities do in this connection is a matter exclusively for the
Chinese to decide on their own. END TEXT - PART TWO.

4. BEGIN TEXT -~ PART THREE.

You should also know that the President has sent a personal

note to Deng. 1In it he commented on Nixon’s trip report and his oweln

interest in the relationship and its improvement. He also said
that nothing adverse to China’s interests would occur at the
upcoming US-USSR meeting and that he would provide a read-out (by
emissary if Deng wished) after the meeting. END TEXT - PART
THREE.,

S Warm regards, Brent.

—SEERBFZ/SENSITIVE




THE WHITE HOUSE
WASHINGTON

Florence,

General would like this
filed. NO COPIES TO ANYONE,
EVEN JACKSON. Is the best
pPlace the "Nixon" file?

Dona

P.S. General said he is
giving a copy to Baker..
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as the most impressive Chinese leader he met. A man

He also had much praise for |

regarded as another high quality individual.

The conversation subsequently focused on Sino-Soviet
relations, the views of these leaders on Gorbachev (less
sympathetic than his Western audiences), and on next steps in the
relationship. Nixon is worried that our current policies are
isolating the Chinese leadership from people who should be
telling them what they need to hear and that the US would
probably need to take the first step in beginning the path back
on the relationship. Nixon was adamant, however, that such a
step should not be taken without having agreed upon a sequence so
that any step that the US might take by agreement would result in
a reciprocal step by the Chinese. Among otherhthings, he
suggested lifting the ban on travel by US senior officials and
seem to attach importance to reestablishing the Fulbright
Scholarships.

Nixon also focused on the triangular relationship. He said
that while there was no China card per se for the United States,
it was also important that there not be one for the Soviet Union.
He also indicated our concern that to the degree we are isolated

from China &ease opportunities are presented for

ge ought not provide an open door. END TEXT - PART ONE.
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3. PART TWO - BEGIN TEXT:

As you may know, Prescott Bush has had business
relationships in China that long.predate the President’s
election. Because of these and,other business activities abroad,
the State Department issued guidance to all embassies several
months ago at the President’s request to take care to avoid any
appearance of favoritism either to his brother or to any other

member of his family. We have just received word that the|

(o)1) is in business negotiations with interests connected

to Prescott Bush and is telling visitors that he is doing what he

can to be helpful. We would appreciate it if you could quietly

;41) that while the United States Government does
not oppose Prescott Bush’s activities, it also does not want them
given any special treatment, and (2) that what the Chinese
authorities do in this connection is a matter exclusively for the
Chinese to decide on their own. END TEXT -~ PART TWO.

4, BEGIN TEXT - PART THREE.

You should also know that the President has sent a personal

note to Deng. In it he commented on Nixon’s trip report and his ew/n

interest in the relationship and its improvement. He also said
that nothing adverse to China’s interests would occur at the
upcoming US-USSR meeting and that he would provide a read-out (by
emissary if Deng wished) after the meeting. END TEXT - PART
THREE.

5. Warm regards, Brent.

—SPERET/SENSITIVE

SECRET




November 9, 1989

General --

You said you needed to send a cable to Amb Jim Lilley re
Prescott Bush and the President’s letter to Chairman Deng. I
have attached what I have and the memo from Boyden Gray on
Prescott Bush.

Since we haven’t been able to locate the cable you did on
the Nixon report (all I have is Diane’s first draft of it --

attached), do you want to do another on that subject. I checked
with Larry’s office and they did not see your draft.

Florence
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THE WHITE HOUSE
WASHINGTON

November 6, 1989

MEMORANDUM FOR GENERAL BRENT SCOWCROFT

FROM: C. BOYDEN GRAYH
COUNSEL TO THE PRESIDENT

SUBJECT: Suggested Language for Ambassador Lilly .
MW T g Ca
et "

(1“!.»\7 ’

/7/) As you may know, Prescott Bush has had teng=standing business

: relationships in China that’ predate his-bretherl's election.
Because of these and other business activities abroad, the
State Department issued guidance to all embassies several
months ago at the President's request to take care to avoid
any appearance of favoritism either to his brother or to any
other member of his family. . Now,—we understand that the
Mayor of Shanghai is in negotiations with interests connected
to Prescott Bush and is\telling visitors that he is doing
what he can to ~ Weg would pppreciate it if you could
quietly inform |the Mayoy (1) thjat while the United States
Government doeg not opppse Pregcott Bush's activities, it
also does not want them given /any special treatment, and (2)

or the Chinese for decide on their own.
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Dear Mr. Speaker:

We have received your letter of July 31 enclosing an inquiry
from Mr. and Mrs. Maurice B. Cauchon of South 1504 Virginia
Street, Spokane, Washington, concerning the business
activities in China of Mr. Prescott Bush, the President's
brother. :

As you know, the President has made a special effort to
communicate his desire that his Administration adhere to high
ethical standards of conduct, including specifically the
avoidance of any appearance of the use of public office for
private gain. Accordingly, he asked all Cabinet officers
with representatives abroad to issue a special notice
regarding ethics to all foreign offices. The Secretary of
State's notice is attached, and makes specific reference to
the avoidance of "any appearance of preferential treatment to
American investment projects abroad with which any members of
the Bush family are involved, including his sons... and his
brother...."

As to the specific project referred to in your constituent's
letter, we can say only that President Bush has never had any
involvement of any kind with this project. We have no
objection to your constituent's asking Mr. Prescott Bush
directly for details about his project, but we do not think
it appropriate for us to investigate routine ingquires of this
nature with respect to an American citizen's business abroad.

We should add here that, as a matter of policy, we have
encouraged Americans to conduct business with China. The
growth in U.S. investment and trade with China has led to
greater Chinese understanding of our culture, the diversity
of our people, and of our market-oriented economy.

I hope that this information is helpful to your constituent.

If you have further questions, don't hesitate to write again.

Sincerely,

Janet G. Mullins
Assistant Secretary
Legislative Affairs

The Honorable Thomas S. Foley
Speaker of the House of Representatives
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TO PRINCIPAL OFFICERS FROM THE SECRETARY

SUBJECT: Integrity of Government Decision-making

President Bush has made clear his concern that all
officials in this Administration act carefully, not only
to avoid violating the ethics laws and regulations, but
also to avoid even the appearance of any such violation.
Preserving the integrity of government decision-making
from bias and improper preference is among the highest
goals of this Administration.

As the President's personal representative to countries
abroad, you have a clear responsibility to provide
appropriate assistance to U.S. business interests. You
should be so evenhandedly-anrd: ensure that all members of
the embassy team do so as well. At the same time, you
should be careful to do so fairly, treating all
Americans evenhandedly, without showing preference to
anyone because they are ex-government officials or
associates of you or any other government official.

The Department's regulations require that Department
employees take no action that could result in, or give
the appearance of, using public office for private gain
(including the gain of a third party not in furtherance
of the public interest), giving preferential treatment
to any person, making a government decision outside
official channels, or affecting adversely the confidence
of the public in the integrity of the government. See 3
FAM 628 Appendix A, Section 18.753-281 (A). Further,
section 18.725-202 of those regulations merely prohibits
acceptance of a gift from any person who has business
with the Department, has interests that could be
substantially effected by the employee's official
duties, or appears to be seeking advantage in dealings
with the Department.

We must provide fair and equal treatment to all
Americans, including clients of Ex-officials and
associates of current government officials, but without
showing to any particular person. In this regard,
President Bush has requested that you be particularly
sensitive to avoid giving any appearance of preferential
treatment to American investment projects abroad with
which any member of the Bush family is involved,
including his sons, Neil and Jeb Bush, and his brothers,
Prescott and William Bush.



If you are contacted by an ex-official or an associate
of yours or of a current official in a manner that
causes question of concern, you should not hesitate to
consult with the legal ethic's office, and to make
another official handle the request if you are
concerned about the ability to be objective. Make every
effort to avoid even an appearance or favoritism or
impropriety. Adherence to the highest ethical standards
is in the best tradition of the Department.

Please make sure that your staff is aware of these
principles. End Attachment.




ACTION MEMORANDUM

TO:

THE SECRETARY OF STATE

THROUGH : RONALD I. SPIERS

FROM:

ELIZABETH G, VERVILLE, ACTING

SUBJECT: Integrity of Government Decision-making

Issue for decision. Whether to authorize transmittal of
the attached cable to all posts urging embassy personnel
to treat all Americans immediately in performing their
government duties.

Essential factors. President Bush asked you to instruct
Department personnel abroad to be sensitive to avoid
giving any appearance of preferential treatment to
American investment projects abroad with which Prescott
Bush is involved. You asked Bob Kimmitt to coordinate
this task with our office and asked to see the draft
message before it went out.

The Department drafted a message, along the lines of one
sent by Secretary Shultz in 1986, cautioning posts to
assist U.S. business interests fairly and evenhandedly,
without showing preference to anyone because of past or
current association with the U.S. government or with any
of its officials. The draft message mentioned Prescott
Bush in this broader context.

We sent to White House Counsel by telefax on January 31
our proposed message. We received White House Counsel's
clearance on February 14, with the request that the
message be expanded to include any member of the Bush
Family involved with overseas business interests,
including two of the President's sons and his brother
William in addition to Prescott. We have made these
changes. A Washington Post story today discussed
Prescott Bush's business activities in Asia, making this
cable particularly timely.

Recommendation: That you approve transmittal of.
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THE WHITE HOUSE ﬁ[f@mﬂ @[}PFH

WASHINGTON

February 7, 1989

MEMORANDUM FOR JAMES H. THESSIN
Assistant Legal Adviser for Management ‘

Department of State /
FROM: C. Boyden GrayO‘V\s

Counsel to the President
SUBJECT: Instructions to the Posts on Bush Family

In reference to your memorandum of January 31, I agree with
vour planned message; however, please expand section 4 to
include any member of the Bush family involved with overseas
business interests (i.e. his brother William Bush and his
sons Neil and Jeb BRush).

Thank vou.
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To Principal Officers from the Setretary
N/A
AMGT
Integrity of Government Decision-making

1. President Bush nas made clear his concern that all
officials in this Administration act carefully, not
only to avoid violating the etnics laws and
regulations, but also to avoid even the appearance of
any such violation. Preserving ‘the {ntegrity of
governaent decision-making from bias and iaproperl
preference is among the highest goals of this
Adainistration.

2, As the President's personal ropresentltive to
countries abroad, you have 8 clear responsibility to
sssist U.S, business interests when the public interest
would be advanced. You should do so energetically and
ensure that all meabers of the Embassy Team do so as
well. At the same time, YyOUu should be careful to do 8o
fairly, treating all Americans evenhandedly, without
showing preference to anyone because of past
association with you, the U.S. Gevernment or any
current governsent officieal.
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Department employses rance of, using public office for
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treatment to anY e '
B verh prtf.rontial geicial %hnnnolo, or
nfidence of the public
ee 3 FAM 620 Aggondix A,
Section 10.735-201181. Purther, Section 10.7 -202 of
those regulations ganornlly prohibits acceptance of & ’
gtft from any P
epartment, has interests that could be substantiallv
affected DY the employee's official duties, or appears
to be seeking advantage in dealings with the Goveranment.

r and equal treatment tO all

s of ex-officials and . b s
g€icials, but without W=7

4. We must provide fal
Americans, including client
associates of current governaent O

showing favoritism to any particular person. Inntgis igae 4 3
a

regard, Prescott Bush, the President's brother,
expressed nis desire that his business activities pot
create an n%polrlnco of conflict. President Bush has
requested that you be particularly sensitive to avoid
iiving any appearance of ptefcrantiai treatment t
serican investment projects sbroad with which Prescott

Bush 18 involved.

5. If you are contacted by an ex-official or an
l;sociate of yours ofr of a current official in 8 manner
that causes concern, Yyou should not hesitate to consult
with the Legal Adviser's Office, and to have another
official handle the matter 1f vyou are concerned about
:3u:dabilitv to be objective. Make every effort to

] even an appearance of favoritisa or impropriety
Cdnoronco to the highest ethical standards is in the '
est tradition of the Departaent,

6.
prtngi;:::...k. sure that your staff is aware of these
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United States Department of State

Weshingson, D.C. 20530

January 31, 1989

MEMORANDUM

TO:

FROM:

C. Boyden Gray, Counsel to the President

James H. Thessin, Agsigtant Legal Adviser fo
Management, Department of State

SUBJECT: Instructions to the Posts on Prescott Sush

Bob Kimmitt has asked that I obtain your views on the

attached draft cable {nforming posts of how they should address
investment projects abroad with which Prescott Bush 1is
involved. The cable addresses appropriate treatment of
Prescott Bush in the context of broad principles applicable toO
rreatment of all personal agsociates, ex-officials and
agsociates of current government officials.

1f you have no objection to the cable as written, please

let Bob or me (647-2350) know at your earliest convenience.
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