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POINTS TO BE MADE FOR REPUBLICAN e
LEADERSHIP MEETING ON LEGISLATION ON %
POLAND AND HUNGARY Y

TODAY I SUBMITTED A LEGISLATIVE PROPOSAL TO
CONGRESS IN SUPPORT OF DEMOCRATIC POLITICAL
AND ECONOMIC REFORM IN POLAND AND HUNGARY.

THE LEGISLATION WOULD AUTHORIZE $100 MILLION
FOR A POLISH-AMERICAN ENTERPRISE FUND AND $25
MILLION FOR A HUNGARIAN-AMERICAN ENTERPRISE
FUND; LABOR INITIATIVES FOR THE TWO COUNTRIES;
AND AN ENVIRONMENTAL INITIATIVE FOR FIGHTING
AIR AND WATER POLLUTION IN KRAKOW AND

ESTABLISHING AN ENVIRONMENTAL R
SR BEGEA8S IFIED

mpmﬂn’n—? PER E.O. 13526
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C

1
= DRAMATIC EVENTS ARE UNFOLDING ALMOST DAILY IN
POLAND AND HUNGARY IS NOT FAR BEHIND. IT IS
IMPORTANT THAT WE DELIVER ON THE PROMISES
THAT WE HAVE ALREADY MADE.
= I HOPE THAT YOU WILL SUPPORT RAPID PASSAGE OF
THE LEGISLATION SO THAT WE CAN SHOW THE POLES
AND THE HUNGARIANS THAT THE U.S. IS BEHIND
THEM.
ArAMIET
e 2=\~ }
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

BISEP 7 Pi2: 39

Sentember 7, 1989

THE PRESIDENT HAS SEEN
MEMORANDUM FOR JIM CICCONI

FROM: G. PHILIP HUGHE

SUBJECT: Points to be Made on the Administration’s
Legislation on Poland and Hungary

The Administration’s Legislation on Poland and Hungary will be
submitted to the Hill today. The Points to be Made at Tab A
concerning that legislation are for the President’s use in his
meeting with the Republican Leadership today.

Attachment
Tab A Points to be Made
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White House Guidelines

E.O. 12958, SEC 3.4 (B) September 14
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SECRET
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POINTS TO BE MADE FOR PUBLICAN LEADERSHIP MEETING ON
LEGISTATION ON LAND AND HUNGARY

o= Today I submitted a legislative proposal to Congress in
support of democratic political and economic reform in
Poland and Hungary.

e The legislation would authorize $100 million for a Polish-
American Enterprise Fund and $25 million for a Hungarian-
American Enterprise Fund; labor initiatives for the two
countries; and an environmental initiative for fighting air
and water pollution in Krakow and establishing an
Environmental Center in Budapest.

— Dramatic events are unfolding almost daily in Poland and
Hungary is not far behind. It is important that we deliver
on the promises that we have already made.

== I hope that you will support rapid passage of the
legislation so that we can show the Poles and the Hungarians

that the U.S. is behind them.

DECLASSIFIED
PER E.O. 13526
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

September 7, 1989

ACTION

MEMORANDUM FOR BRENT SCOWCROFT

THROUGH : ROBERT BLACKWILI.(vz)

FROM: CONDOLEEZZA RICE

SUBJECT : The President’s Meeting with the Republican
Leadership

The President will meet with the Republican leadership today. We
think that it is appropriate for the President to inform the
Republican leadership that the Administration’s legislation on
Poland and Hungary will be submitted to the Hill today. Points
to be Made are attached at Tab A

Concurrences by: Tim %eal, Bretzggﬁlson
RECOMMENDATION

That you authorize Philip Hughes to sign the memorandum at Tab I,
fowarding the Points to be Made on the legislation to Jim

Cicconi.
Approve JfgiZD Disapprove
Attachments
Tab I Memorandum to Cicconi
Tab A Points to be Made
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White House Guidelines
E.O. 12958, SEC 3.4 (B) September 11, 2006
By g NARA, DateW}
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SECRET

NATIONAL SECURITY COUNCIL

MEMORANDUM FOR

MR. CARNES LORD

Assistant to the Vice
President for National
Security Affairs

MR. J. STAPLETON ROY
Executive Secretary
Department of State

MS. EMILY L. WALKER
Executive Secretary
Department of the Treasury

COLONEL GEORGE P. COLE, JR.

Executive Secretary
Department of Defense

MS. SUSAN NELSON
Assistant to the Secretary
Department of Agriculture

MR. CRAIG R. HELSING
Chief of Staff
Department of Commerce

MR. ROD DE ARMANT
Deputy Secretary
Department of Labor

WASHINGTON, D.C. 20506

September 11, 1989

MR. FRANK HODSOLL

Executive Associate Director
Office of Management and
Budget

MR. GARY EDSON
Chief of Staff
U.S. Trade Representative

MR. H. LAWRENCE SANDALL
Executive Secretary
Central Intelligence Agency

CAPTAIN ANTHONY MANESS, USN

Executive Assistant to the
Chairman

Joint Chiefs of Staff

MS. MOLLY HAGEBOECK
Chief of Staff

Agency for International
Development

MR. ARTHUR GREEN
Executive Secretary
U.S. Information Agency

SUBJECT: Recommendations for Assistance to Poland

Please distribute the following draft paper entitled "Options for

Additional Assistance to Poland"

to addressees listed above.

Telephone comments should be directed to Dr. Condoleezza Rice,
Director for Soviet and East European Affairs, gt,NSC by COB

Monday.
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THE WHITE HOUSE

WASHINGTON

SUBJECT: Recommendations of the DC on Additional Assistance
to Poland

The Deputies Committee met to discuss options for additional
assistance to Poland on Wednesday, September 6. The DC prepared
the following recommendations for consideration by NSC
principals.

Food Assistance

The Departments of Agriculture and State have formulated a
proposal for a second tranche of $50 million in food aid for
Poland. Meat is a significant component of the package which
includes:

$10 million in pork (probably porkbellies);
$10 million of cotton seed oil;

$10 million of butter/butter oil;

$10 million in corn; and,

$10 million in rice or cotton under the concessional loan
program which requires Poland to reach agreement with the
Paris Club prior to the grant.

Concern was expressed that the food assistance package might not
address the actual needs of the Poles and that an ill-conceived
package might depress prices and damage agricultural production.

The DC agreed that Ambassador John Davis should be instructed to
initiate discussions with the Poles on their food requirements.
The Department of Agriculture will have a delegation in Poland on
September 12 and that group will report back, as well, on the
state of Polish agriculture and an appropriate mix of U.S.
commodities. The DC also noted that the food assistance might be
more valuable in December or January when food supplies will be
even more depleted.

DECLASSIFIED
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Declassify on: OADR 1998 - 0/94-F
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Issue: Whether to grant an itional million in food
assistance to Poland.

Airlift of Food Assistance

The DC was unenthusiastic about airlifting food to Poland.

Though the Defense Department could absorb the cost through funds
already earmarked, the DC was concerned that an airlift would
unnecessarily increase the general sense of urgency about the
situation in Poland and thus the pressure for the U.S. to do
more. There is no food emergency in Poland and the USG has not
used airlifted food in the past to those areas (like the Sudan)
where a state of emergency has actually existed.

The DC recognized that there may be overriding political

pressures for a high visibility initiative and noted that an
airlift would be a significant political gesture.

Issue: Whether to arrange an airlift of food supplies to Poland.

World Bank ILoans

In his July 10 speech to the Polish Parliament, the President
encouraged the World Bank to move ahead with an industrial
development loan, and an agricultural export development loan.
The Bank now values these loans at $250 million. Bank officials
have informed the USG that they do not plan to present these
loans to the Bank for a decision until Poland has a "viable
macroeconomic program."

In light of Bank resistance to de-linking an IMF stand-by for
Poland from the World Bank loans, the DC recommended against
increased U.S. pressure on the Bank to authorize the loans.

Issue: Whether to pressure the World Bank to immediately begin

authorizing loans to Poland.

Additional Bilateral Assistance

The DC discussed the possibility of augmenting the Enterprise
Fund by $100 million. There is no economic reason to do so since
the initial outlays from the Fund are expected to be no more than
$10 million in FY90. The Fund must be established and commercial
experts estimate that the very small Polish private sector will
be unable to absorb more than $10 million in the first year. The
increase in the allocation for the Enterprise

Fund could be announced as a political gesture of support and to
answer Congressional critics who think the Administration package
is too modest.

Issue: Whether to increase by $100 million the authorized amount

for the Poland Enterprise Fund

. SECRET




High Level Visits

‘The DC recommended that President Jaruzelski be invited to visit

the United States in the first half of 1990 and that Prime
Minister Mazowiecki be invited in principle.

Issue: Whether to issue invitations to President Jaruzelski and
Prime Minister Mazowiecki.

Debt Relief

The President declared U.S. intention to support an early and
generous rescheduling of the Polish debt through the Paris Club.
At the meeting on August 30, the DC decided that the United
States should make no change in its policy on the Polish debt.

Issue. Whether to change the U.S. position on the Polish debt.

Other Bilateral Initiatives

The DC recommended exploratory discussions with the OECD on the
establishment of an analytic capability in the OECD which could
be used to analyze the Polish (and other East European)
economies. The U.S. contribution would be less than $2.5 million
annually.

The DC also recommended that the U.S. propose a G-24 Fact Finding
Mission to Poland and Hungary prior to the September 26 G-24
meeting; accelerated negotiations for the FY90 food aid program;
and expanded exchanges. All are no-cost initiatives.

There is no need for Presidential decision.

Private Sector Involvement

The DC agreed that the USG should take an active role in
stimulating private investment in Poland. Secretary Mosbacher’s
trip to Poland should be given greater visibility and we might
consider a White House Conference aimed at the business community
when he returns. The U.S. could make an effort to establish and
announce a target figure for private investment as a part of a
multilateral assistance package for Poland to which U.S. allies
would also be asked to contribute.

There is no need for Presidential decision.
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MEMORANDUM FOR ROBERT GATES O;} "
THROUGH: ROBERT BLACKWILL(@> :
FROM: CONDOLEEZZA RICE Qéze

SUBJECT: Options Paper from the September 6 DC Meeting

The options paper at Tab I describes the recommendations of the
DC and outlines issues for decision by NSC principals. Upon your
approval, the paper will be dispatched for interagency clearance.
We can then prepare a decision memorandum for the President.

RECOMMENDATION

That you authorize Philip Hughes to sign the memorandum to the
Executive Secretaries of the Departments forwarding the options
paper to the Deputies Committee principals.

Approve Disapprove
Attachment
Tab I Options Paper
Tab Ik Memorandum to Executive Secretaries
DECLASSIFIED
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WASHINGTON, D.C. 20506 21080 i\dd-on 3

' MEMORANDUM FOR

MR. ES LORD MR. FRANK HODSOLL

Assistant to the Vice Executive Associate Director

: resident for National Office of Management and
// curity Affairs Budget

| MR. J. STAPDETON ROY MR. GARY EDSON

Executive Secyetary Chief of Staff |

Department of State U.S. Trade Representative ‘
| MS. EMILY L. WALKER MR. H. LAWRENCE SANDALL
‘ Executive Secreta Executive Secretary |
| Department of the easury Central Intelligence Agency

COLONEL GEORGE P. COL
Executive Secretary
Department of Defense

CAPTAIN ANTHONY MANESS, USN

Executive Assistant to the |
Chairman

Joint Chiefs of Staff

MS. MOLLY HAGEBOECK
Chief of Staff
Agency for International

\\\ Development

MS. SUSAN NELSON
Assistant to the Secretary
Department of Agriculture

MR. CRAIG R. HELSING MR. ARTHUR GREEN
Chief ‘of Staff \\Acting-Executive Secretary o
Department of Commerce U.S. Information Agency

MR. ROD DE ARMANT

\

| Deputy Secretary %
‘ Department of Labor \
; SUBJECT: Recommendations for Assigiénce to Poland

\
Please distribute the following draft paper\éptitled "Options for
Additional Assistance to Poland" to addressees listed above.
Telephone comments should be directed to Dr. Cﬁndoleezza Rice,

Director for Soviet and East European Affairs, at NSC by COB
Monday .

!
\
\
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WASHINGTON

E DE?UTIES. COMMITTEE

~/)FROM:

SUBJECT: Recommendations of the DC on Additional Assistance

to Poland

The Deputies Committee met to discuss options for additional
assistance to Poland on Wednesday, September 6. The DC prepared
the following recompmendations for consideration by NSC
principals:

Food Assistance

The Departments of Agriculture and State have formulated a
proposal for a second tranche of $50 million in food aid for
Poland. Meat is a significant component of the package which
includes:

$10 million of pork (pr&bably porkbellies);

$10 million of cotton seed oil;

\

$10 million of butter/buttg{\oil;

$10 million in corn; and,

$10 million in rice or cotton under the concessional loan
program which requires Poland to reach agreement with the
Paris Club prior to the grant.

Concern was expressed that the food assistance package might not
address the actual needs of the Poles and that an ill-conceived
package might depress prices and damage agricultural production.

The DC agreed that Ambassador John Davis should be instructed to
initiate discussions with the Pcles on their food requirements.
The Department of Agriculture will have a delegation in Pcland on
September 12 and that group will report back, as well, c¢n the
state of Polish agriculture and an appropriate mix of U.S.
commodities. The DC also noted that the food assistance might be
more valuable in December or January when food supplies will be
even more depleted.
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ACTION

MEMORANDUM FOR THE PRESIDENT

FROM: BRENT SCOWCROFT

SUBJECT: Decisions Needed on Additional Assistance to
Poland

Purpose

To decide upon new economic assistance measures in response to
the formation of a Solidarity-led government in Poland.

Background

Events in Poland have moved much farther and faster than anyone
anticipated during your July visit, but the step-by-step approach
begun at Hamtramck remains a sound framework for responding to
the latest dramatic changes. The economic assistance measures
announced during your visit, including creation of the G-24
"concerted action"™ mechanism, are also ones on which we can
build.

The political imperative for further assistance is clear. We
need to help -- and be seen as helping -- the new Mazowiecki
government address the enormous challenges it faces, without
relieving it of the essential need to implement fundamental
economic reform. We also need to stay ahead of pressures in
Congress and the public at large for a more generous U.S.
response.

The Deputies Committee met August 30 and again September 6 to
examine our economic assistance to Poland in light of the
selection of Tadeusz Mazowiecki as Prime Minister. There was
broad interagency consensus on the range of measures to be
considered. These include a combination of additional food aid,
a doubling of the $100 million already requested for the Polish-
American Enterprise Fund, and a stronger push for a prompt and
generous rescheduling of the Polish debt. On the political side,
the DC recommends that you invite President Jaruzelski and Prime
Minister Mazowiecki to pay separate visits to the U.S.

These options, taken together, would roughly double the

assistance already offered. With the additional help now being
considered by other members of the G-24, this would amount to
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substantial new support for Poland. Our contribution would also
be consistent with our graduated approach toward Poland and with
our conviction that outside assistance must be conditioned on
real progress toward economic reform in Poland.

This package, of course, falls well short of the massive
assistance package Walesa and some within Congress are calling
for, and we can anticipate criticism that we are not doing enough
to seize the historic moment. Discussions within the DC on a
more substantial assistance package foundered on two concerns:
the question of funding (with State strongly opposed to further
reprogramming of foreign assistance funds) and the absence of a
viable economic reform strategy in Poland. You may wish to
commission further study of this matter now, for possible
implementation as the Polish government moves toward the promised
economic reforms.

Meanwhile, it will be important to keep the spotlight on steps
the Poles must take toward reaching agreement with the IMF, which
in turn will free World Bank loans and facilitate debt
rescheduling. We will recommend that the G-24 send a
fact-finding mission to Poland to discuss the Mazowiecki
government’s economic plans, and we will work with the British,
French, and German governments to develop a consensus on our
approaches in the G-24. Prime Minister Thatcher’s recent letter
to you (attached at Tab A) shows that she is thinking along the
same lines. We are preparing a reply.

RECOMMENDATION

That you take decisions on the following additional assistance
measures for Poland:

(1) Authorize an additional $50 million food assistance
package. The DC agreed that we should prepare a second
tranche of food assistance for delivery this winter,
when food supplies are likely to be more depleted. The
package would include meat and other high-value items
and could be funded under existing Agriculture
Department programs. The package would be confirmed
only after discussions with the Polish government, so
as to ensure that it would meet actual needs and would
assist, rather than stifle, economic reform and
agricultural development.

Approve Disapprove

(2) Resist calls for an airlift of emergency food aid.
Although the Defense Department could absorb the cost
through funds already earmarked, the DC concluded that
airlifting food supplies would needlessly increase the
sense of urgency and thus the pressure for the U.S. to
do more. The political impact of such a dramatic
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(4)
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gesture could also backfire, as the costs of the
undertaking and the absence of a true food emergency in
Poland became apparent.

Approve Disapprove

Defer any new pressure on the World Bank to begin
lending to Poland. In light of strong reluctance by

World Bank management and by other major shareholders
to delink lending from an IMF program, the DC
recommended against additional U.S. pressure on the
Bank to begin lending. Once the Mazowiecki government
is further along in developing its economic program and
negotiating with the IMF, it will be easier to seek a
change in Bank policy.

Approve Disapprove

Augment the Polish-American Enterprise Fund by $100
million and instruct OMB to reprogram funds from

sources other than State’s foreign assistance account.
The DC considered augmenting and front-loading the

Enterprise Fund with an additional $100 million, which
could be made available in FY90 and FY91. These
additional funds would help meet Poland’s urgent need
for fresh capital while awaiting World Bank lending.
The DC agreed that this measure would serve to answer
Congressional critics who think the current
Administration package is too modest. Funding must be
found from sources other than State’s foreign
assistance account, which is already stretched to the
limit. .

Approve Disapprove

Move quickly to implement your call for prompt and
generous debt rescheduling. The DC recommended that we
continue with your stated policy on rescheduling the
Polish debt. Since our Paris Club partners hold the
great majority of Poland’s official debt,
implementation of your policy demands beginning
discussions quickly with the French, West Germans,
British, and other major creditors. Should they be
reluctant to move in the absence of an IMF agreement,
it might be necessary to escalate to the ministerial
level.

Approve Disapprove

Issue invitations to President Jaruzelski and Prime
Minister Mazowiecki to wisit the U.S. In light of Lech
Walesa’s forthcoming visit in November and the
desirability of an early meeting with Prime Minister
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Mazowiecki, it will be important to balance our
relations with the Polish leadership. The DC
recommended that President Jaruzelski be invited to
visit the U.S. in the first half of 1990 and that Prime
Minister Mazowiecki be invited in principle.

Approve Disapprove

Attachment
Tab A Letter from Prime Minister Thatcher
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Robert Zoellick, Counselor, Department of State
Richard T. Crowder, Under Secretary, Department of Agriculture
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United States Department of State

Washingeon, D.C. 20520
September 6, 1989

CONFHDENTHAL

MEMORANDUM FOR BRENT SCOWCROFT
THE WHITE HOUSE

Subject: Poland: Paper for the Deputies Committee

Attached is a paper for use at the September 6 Deputies

meeting on Poland.
lo/BTe

.'Stapleton Roy
xecutive Secretary

Attachment:

Discussion paper: Poland: Additional Support
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CONPIBENTEAE-

POLAND : Additional.Support

.1, Pood Assistance'’

' USDA and State have formulated a proposal for a second
tranche of $50 ' million in food aid for Poland. The proposed
aid is not all gratis, but entails hlghly concessional terms.
A major component of this. second tranche would respond to the
- shortage of meat products in Poland. The second tranche would

include: ' ‘ ‘

o) AJ'$lO million of pork (probably porkbellles) under the
- Section 1110 grant program-

e $10 million of cotton seed o0il under the SCOAP
subsidized sale (up to 80% subsidy) program;

o $10 million of butter/butter oil under Section 32
subsidized sale program..

(o} $10 million in corn under the Section 416 grant
program; and, : :

o $10 million in rice or cotton (needed for Poland's
industries) in PL-480, Title I, concessional loan
program. This program is contingent.on Poland
reaching a new Paris Club agreement.

Airlift

The PCC concluded that an airlift of food to Poland is
uneconomic and that a food emergency does not exist, but it
would be a significant political and’ psychologlcal gesture,
especially if pork were to be included, in support of the new-:
government. DOD believes that it has legal authority to
airlift donated or USG foodstuffs under the McCollum Act
(Denton Act covers only donated foodstuffs) DOD would use
. C=141 transport planes which carry 55,000 pounds: (27 tons) of
foodstuffs. Four planeloads would only hold about 1% of the
donated pork. The roundtrip cost for a C-141 would be
$60,000. This would be absorbed .in DOD budget (McCollum
amendment funds) provided that 21-day advance notice can be
given to Congress. Otherwise, funding would have to come out
of the Air Force budget. DOD would prefer to use McCollum
amendment funds. 'In'addition to pork provided by the USG, we
“understand that the Polish-American Congress, has arranged. for
donations of baby food and fruit juices which could be
airlifted to Poland. The recipient of the food assistance
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would most llkely be private, charitable organizations o
- (possibly ‘the Charity Commission of the Catholic Church)., The
“recipient would have to work with state-owned firms to process;f

'f; the donated pork

The DC should decide whether to recommend to the President
that the USG airlift a portion of the food supplies, including
pork, as a political/psychological gesture. If the DC '
" recommends an airlift, the DC should decide whether only USG
food items, privately-donated food items, or a combination of
the two should be airlifted. (Routine shipping requires
approximately 10 days from the East - Coast to Gdansk.).

Dlscu551ons with the Mazow1eck1 Government

- The second tranche of the U.S. food aid program has been
prepared without consultation with the Polish Government.
Ambassador Davis reports that Prime Minister Mazowiecki has not
requested the additional food. assistance, although he -assumes
Mazowiecki would welcome such assistance. Some of the
agricultural -items under discussion by the USG may not be items
generally demanded by Polish consumers .(e.g., cotton seed ’
oil). We recommend that the DC authorize Ambassador ‘Davis to
discuss the proposed U.S. program with Prlme Minister
Mazowiecki as soon as poss1ble.”- :

2. World Bank Loans

In his July 10 speech to.the Polish Parliament, President
Bush encouraged the World Bank to move ahead with an ‘industrial
export development loan and an agricultural export development
loan., The World Bank estimates the value of these loans at
$250 million (down from an earlier estimate of $325 million).
Each loan has been carefully selected for its viability and
self-containment. - However, World Bank officials have informed
us that they do not plan to present these loans to the Bank
board for a decision until Poland ‘has a "viable macroeconomic
program" and other institutions (i.e., the IMF) are active in
Poland. ' There 'is also considerable resistance from other major
World Bank members to approving the World Bank loans before an
IMF program has been agreed. U.S. policy in recent years has
been to encourage the IMF and World Bank to act in concert in
cases .such as Poland's. . Although there are precedents of the
World Bank going into a country with macroeconomic dlfflcultles

" alone, proceeding without the IMF could send the wrong signal

on the need for dramatic economic reform.

L The DC should decide whether to recommend that the-
- 'President step up the pressure on the World Bank, and the other y
Amajor shareholders of the Bank, to get board authorization for .

.
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these two prOJect loans prlor to negotiation of an IMF stand- by
_agreement.:

3. Additional BilaterallPrograms

The PCC concluded that an approprlate and timely means to
provide additional support for the Mazow1eck1 government would
be to double the USG commitment to the enterprise fund.
Enterprise fund legislation will be sent to Congress this week
and, in connection with a Presidential announcement, we could
request that Congress increase the amount of the total
‘authorization from $100 million to $200 million for Poland.
(Senator Simon is quoted as prop051ng tripling the amount of
the authorization.) .

However, there was discussion in the PCC over whether we
should propose increasing the authorization at this time or
defer action, and husband our scarce resources, until the
Mazowiecki government has devised a viable economic reform
program, and has presented it to the IMF.

We should be aware that the international affairs budget
(function 150) is shrinking and we are already falling short on
significant commitments. Further, we must absorb an additional
$1.4 billion for the Andean countries as part of the national
drug stratégy over the next five years. If we are to propose
an additional $100 million now for Poland, it should come as a
conscious decision that we must increase the 150 function or
face the prospect of sharp cuts to key countries and programs.

The DC should consider whether to recommend to the
President an immediate increase in the authorized amount for
the enterprise fund, or to defer action in the expectation that
such an increase.should be linked to.a reform program.- An even

. .greater effort on a multilateral basis may be called for once

the dimensions of the reform effort are determined.

4. High- -level VlSltS

We - should consider inviting President Jaruzelski or Prime"
Minister Mazowiecki to the United States for a state/offlclal
visit. - President Jaruzelski. recently hosted President Bush and
a return invitation would be appropriate, if the current
politicadl process stays on track perhaps durlng the first half
of 1990." The State Department has recommended issuing an
invitation for &a- state visit during that timeframe. Prime
Minister Mazowiecki could be received at a later date.
Solidarity leader Lech Walesa w1ll be in the United States in
November. The State Department has’ recommended that he be
recelved by the Pre51dent durlng that visit.

b




CONPIDENTTAL
_4_

5. Other Bilateral In1t1at1ves

,Af uy The PCC reached consensus on mov1ng forward on the

o follow1ng low-cost, no-cost initiatives: g -

- Prom1nent business leaders should be encouraged to .

' participate in'Sec¢retary Mosbacher's September visit "
to Warsaw (and Budapest). o Ty

-- G 24 Fact-Finding. Mission to Poland ahd Hungary prlor
to the Septembér 26 G-24 meetlng.

-— Speed up negotiations for the FY-90 food aid program -
in order that the U.S. program can begin as soon as
possible in the new fiscal year. Such negotiations
'will require agreement on the use of the counterpart.
funds generated from the sale of U.S.-donated
foodstuffs. :

- OECD Transitional Economies Center - We could support

' establishing. an OECD center to draw on existing OECD
capabilities to provide apolitical analysis of the
Polish (and .other Eastern European) economies. The
OECD center could help to develop Westérn analytical
tools needed for a market economy. One estimate sets
the cost of such a program at around $4 million
annually with. roughly $1 million coming from the U.S.
While wé have -entered into a number of arrangements
with non-members, the U.S. has generally resisted
special relationships.® To avoid .the appearance of a
double standard, the center would have to be set up in
a way that flltered its contact w1th the OECD proper.

-- . Expand exchanges - Promote;people-to-people.programs
to train Poles in critical, non-strategic technical
skills. . This could 1nclude Peace Corps programs; USIA
programs; worker éxchange programs, and -agricultural
exten51on serv1ces. . : -

-- White House Conference.: We could. resurrect the:idea
: of a White House Conference on Trade and Investment in
Eastern Europe. Such a conference could serve as the
catalyst for the formation of a U.S. /Eastern Europe
- Business Council made up . of the chief executive
offlcers of major U.S.  businessés.

6. Brleflng the All1es .

o The President has committed the U. S to close consultations
“Zwith our major allies on Poland. ' We recommend that we .consult
“with our Summit Seven partners and the European Comm1551on .

before publicly announcing addltlonal steps for Poland

CONPIDENTIAT




'7; Note on Hungary.

The urgency that prompts the increase of food aid to Poland
is not present with Hungary: However, an increase in the
enterprise fund for Poland would change the previous decision
to give the two countries equal treatment on.a per capita
basis. Poland has changed its government, but Hungary appears
to have taken a courageous stand on the question of East German
emigres. We may find it necessary to increase -aid to Hungary
at a later stage. )

8. Major Funding Assisténce

The DC should consider -- and an option should be
maintained for the President -- whether the U.S. stake in the
success of the Polish economic and political reforms merits
substantial new U.S. resources. Our previous reservation
concerning assistance to a communist-dominated regime has
fallen away with the formation.of a Solldarlty led government.
‘However, the magnitude of our interests in Poland and the
fragility of the reform movement there and in Eastern Europe is
at odds with our present budgetary constraints.:' There is a
real risk that this Administration, faced with historic
opportunities, would be blamed for a failure of the Eastern
‘Europe reform process, if in the end it is perceived as lacking
the political will to reorder its budgetary priorities.

All agencies agree that the Poles must not be relieved of
the responsibility. for economic reforms. Western assistance
will be crucial on the margins, however, and Poland's needs are
unquestionable. U.S. nonfood assistance for FY '90, despite
the President's visit, is small-scale -- about $30 million. A
shift in budget priorities could make p0551ble such major
responses as:

-— ‘A Philippine-like Myltilateral Assistance
. Initiative -

- Significant Increase in the Funding of the
Enterprise Fund -- Current FY '90 fundlng is only
$10 million. A substantial increase in the '
funding level should include the "“up-front"
appropriation of as much as one-third of the
total allocation., ' :

--  Capitalization of a Development Bank.

CONEIDENTIAL-
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NATIONAL SECURITY COUNCIL

WASHINGTON, D.C. 205086

MEMORANDUM FOR

MR. CARNES LORD

Assistant to the Vice
President for National
Security Affairs

MR. J. STAPLETON ROY
Executive Secretary
Department of State

MS. EMILY L. WALKER
Executive Secretary
Department of the Treasury

COLONEL GEORGE P. COLE, JR.

Executive Secretary
Department of Defense

MS. SUSAN NELSON
Assistant to the Secretary
Department of Agriculture

MR. CRAIG R. HELSING
Chief of Staff
Department of Commerce

MR. ROD DE ARMANT
Deputy Secretary
Department of Labor

21080 Add-on

September 6, 1989

MR. FRANK HODSOLL

Executive Associate Director
Office of Management and
Budget

MR. GARY EDSON
Chief of Staff
U.S. Trade Representative

MR. H. LAWRENCE SANDALL
Executive Secretary
Central Intelligence Agency

CAPTAIN ANTHONY MANESS, USN

Executive Assistant to the
Chairman

Joint Chiefs of Staff

MS. MOLLY HAGEBOECK
Chief of Staff

Agency for International
Development

MR. ARTHUR GREEN
Acting Executive Secretary
U.S. Information Agency

SUBJECT: PCC Paper for Deputies Committee Meeting on
Additional Assistance to Poland, September 6 (S)

Please transmit the PCC paper for the Deputies Committee Meeting
this afternoon, Wednesday, September 6, 4:00 p.m., in the

Situation Room. (S)

DECLASSIFIED
White House Guidelines

E.O. 12958, SEC 3.4 (B) September 11, 2006
By /@« NARA, Date g9//flof

Attachment
Tab A PCC Paper
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] CONPIDENTIAL-
I}
POLAND; Additional Bugggtt

‘1. rood Asststance

USDA and State hgve foctaulated &8 proposal for 4 second
tranche of $%0 nillion (n food aid fo

: tor Poland, The Proposad
aid |s not al}) gratis, but entails highly concessional teras.
A majoc cosponent of this second t¢

shortage of meat products in Poland

« The second tranche would
include:

o 810 million ne p €k (pcobably poctkdbellies) under the

8ectfon 1110 grant program;

o 610 m{llign of cotton seed oil undez the SCOAP
subsidized sale (up to 904 subsidy) program;

o $10 atllion ot dutter/butter oil under Section 32
Substdized sale Progranm.

o $10 million {n

€otn under the Section 41¢ grant
program; and,

o 810 million in zice of cotton (needed for Poland's
induatrlon) in PL-400, Title I, concesaional lcan

Program. This Ptogcam g contingent on Poland
teaching s new Paris Club agreement,

Alrliee

Psychologtcal gesture,
« in aupport of ehe new
legal authority to

he McCollua Act : -
(Dentnn Age Covers only donated toodstutfa). poD would use
: (X .000 pounds (27 tons) of
foodseutes, Four planelcads would only hold about 1% of the
donated pork, The toundtzip cost for 38 C-141 would be
$60,000. Thie vould be absorded in DOD budget {McCollum
daendaent fundg) Provided thae 21-day advance notice can be
9ilven to Congress, Otherwigse, funding would have o come Qout

of the Air Pocce budget. DOD would preler to use McCollum
4nendaent fyndas., Ip addition

Ptovided by the USG, we
understand that the Polish-Amecican Congreass has arczanged for
donationg of baby food and fruit juice

8 vhich could e
airlifead to Poland, The tacipient of ehe food assistance

SompoeniaL  DECLASSIFIED
PER E.O. 13526

1998~ 0194 -F
Uie/roy MM
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would moet likely be private, chacritadle organizations
. ipossibly the Charity Commission of the Catholic Church)., The

recipient would have to work with state-owned ficms to process
the donated pork,

The DC should decide whether to recommend to the President
that the USG airlife a portion of the food supplies. (ncluding
fork, as a pollzacal/psycholoqicol Jesture, If the DC
reacommends an aicrlift, the OC should decide whether only USG
food iteas, Prfivately-donated food items, or a combination of
the two should be airlifted. (Routine shipping requires
wpproximately 10 days from the East Coast to Gdansk.)

Discussions with the Mazovieckl Government

The second tranche of the U.3. food ald program has been
prepaced wvithout consultation vith the Polish Government,
Ambassador Davie reports that Prime Min{ster Mazowlecki has not
requested the additional food asslatance, although he assumes
Mazowiecki would welcome such dasslatance. Some of the
aqricultural {tems under discussion by the USG Ray not be {teme
)*nerally demanded by Polish consumers (e.9., cotton seed
otl). We recommend that the OC authorize Aabassador Davis to

d13cuss the proposed U.3, PIOgram with Prime Minister
Mazowieck|l as soon as possible,.

“orld Bank Loans

fush encouraged the World Bank to move ahead with an industrial
~xport development loan and an agricultural export developaent

Fach loan has been Cacefully selected for its viability and
1elf-contalinment, However, Wocrld Bank officials have informed
'8 that they do not plan to Ptesent these loans to the Bank
hard tor 8 decision until Poland has a “viadble macroeconomic
prograsa”™ and other institutions (i.e., the IMP) ace active in
Poland., There i3 also conaideradble cesistance froa other =ajor
world Bank membders to 4pproving the wWorld Bank loans before an
IMF proqram hes been agreed. U.3. policy in recent yearcs has
heen to encourage the IMP and World Bank to act I{n concert in
cases such as Poland's, Although there are precedants of the
World Bank going into a country with macroeconomic difficulties

rlone, proceeding without the IMP could send the wrong signal
on the need for dramatic economic reform,

The DC should decide vhether to recommend that the

President step up the Pressuce on the World Bank, and the other
major shacreholders of the Bank, to get board authoriszation for

CONPIOENTIAL-
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these two Ptoject loaens prior eo Reqotiation of an § i g stand-by

. , 8qreement.

3, Additiona} Bilatecal Programse

The PCC concluded that an appropriate and timely means to
provide additiona] Support for the Mazowieck Jovernmeat would
be to double the USG commitment to the enterprise fund,
Enterprise fund legislation vill be sent to Congress thig veek
end, |{n connection with , Presidentia] announcement, ywe could
fé@quast that Congress incresse the amount of the total
authorization from $100 a{llion to $200 million for Poland.

(Senator Stimon |4 quoted as proposing tripling the amount of
the authocrlzation.)

However, thare was Aiscusajon in the PCC aver whether we
should propose incressing the duthorization a¢ this time or
defec action, and husband oug fcarce resources, until the
Mazowvieck| government hagy deviged , viable econoaic tefocm
Program, and hag Presented ic ¢o ehe Inp,

We should bde avacre that the international aftaica dudget
(Cunceton 139) is shrinking and we are already falling shore on
signi€icane commitaents, Pucther, we Rust absozd an additional
$1.4 billton for the Andean Countries as parg of the national
drug strategy over the next five yeacs, It we aze 20 propose
An additional $100 aillion now for Poland, (¢ ghould come as »
consclous decigion that we muge increass the 130 function or
face the ptospect of sharp cuts to key countries and programs.

Jreater attorz on 3 multiletezal basis ®ay de called for once
the dimensions of the reform effore 4re determined.

4. High-level Visies

We eshould consider laviting President Jaruzeleki or Prime
Minister Mazowlecki to the United States for 3 stata/oclticial
visie, Presiden: Jaruzelsgky fecently hogted President Bush ang
4 return {avitation would be dppropriate, (€ the cuctent
policical PEocass stays on track, perhape during the f£ieqe half
©f 1990. The State Depactaent ngs feCommended {ssuing an
invication (o¢ 8 stale viage during that timefcame. Prime
Minlatec Nazowvieck{ could be received at 4 lates dare,
Solidaciey leader Lach Yalesa will ne in the Unied States in

November., The $tate Departaent has recommended that he de
TecCaived Dy the President durlag that viasie,
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-%. Other Bilatersl Initiatives

The PCC t;achgd consensus on moving forvard on the
tollowing low-cost, no-cost initiatives:

Prominent business leaders should be encouraged to
pacticipate in Secretary Mosbacher's September vigit
to Watrsaw (and Budapest).

G-24 Pact-Pinding Mission to Poland and Munqgary prior
to the September 2¢ G-24 meating.

Speed up negotiations for the FY-90 toocd aid program
in ocder that the U.3. Program can begin aa scon as
possible in the new fiscal year. Such negeoltiations
vill require agreement on the use of the counterpart

funds generated from the sale of U.S.-donated
toodstuffs.

OXCD Transitional Bconomies Center - We oculd aupport
establishing an OBCD center to drav on exiating OZCD
capabilities to provide apolitical analysis of the
Polish (and other Rastern Buropean) economies. The
OECD centar could help to develop Western analytical
tools needed for a macket aconoday. Ona eslimate sets
the cost of such a program at around $4 atlljon
annually with toughlyogl alllion coming from the U.S.
While we have entered into a nuamber of arzangements
vith non-meaders, the U.S. has genecally resisted
Special celationships. To avoid the appeacance cf a
doudble standazd, the centec would have to be set up in
4 way that filtered i(ts contact with. the OBCD propecr.

Bxpand exchanges - Promote people-20-peacpia progranms
to ttain Poles in critical, non-strategie technical
skilla. This could include Peace Coeps programe: USIA

Programs: worker auchange programa; and agricultural
extension secvices.

White House Conference. We could resucreact the idea
of a White Houae Conference on Trade and Investment in
Bastecn Zuzrope., Buch g conf{ecence could sectve as the
catalyst for the focmation of a U.S./Bsstecn Europe

Sueinese Council made up of the chiaf executive
officecs of major U.S, busineases.

Briefing the Allies

The President has comm

with our majoc allies on Poland. We recommend that we consule
with our Sumeit Seven pertners and the Zuropean Commiassion
hefore publicly announcing additionsl steps fog Poland.

ftted the U.3. 2o close censultations

SONPIOBNTIAL
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7. Note on lungory
[ J

The urgency that Prompts the increase of food aid to Poland
is not present with Hungary. However, an increase {n ehe
entecprise fund tor Poland would change the -3

but Nungary appears
to have taken , couraqeous stand on the question of BRast German

eRigres. We may (ind (¢ Necessary to increase atd to Hungary
8t & later stage,

R. Major Punding Assistance

The DC should consider -- and an option should be
Réintained for the President -- vhether the U.S. stake {n the
Succese of the Polish economic and political telocne mecits
subetantial new u.3, resources. Qur previous reeecrvation
concerning sssistance to a communist-dominated reqime hag
fallen avay with the focmation of o Solidacity-led government.
However, the magnitude of our interests in Poland and the
teagility of the reform ®Qvement thece and |n za-totn‘gurcpo is
4t odds with our present budgetacy constraints. Thete {s a
real cisk that th;gs Adminlstration, teced wvith histozig
opportunities, would be Dlamed tor o failure of the Rastern
Furope reform process, Lt in the end ¢t g pPetcelived as lacking
the political will to teocder (tg budgetary priocities.

All agencies agree that the Poles aust not be relieved of
the responesibiliey for eConoaic refocms. wWestecan assistance
will be ccuctal on the sacgins, however, and Poland'e neede are
unquestionable. uy.s, nonfood aseistance for FY ‘90, despite
the Presldent's vigijce, is smail-scale -- ahout 830 millien. a

shift {n budget priocities could make poseible such major
responees ag:

.- A Phillppine-like Multllateral Aseistance
In{tiative

- St9nificant Increase in the Punding of the
. Entecrpcise Pund -- Cutcent PY '9Q tunding is only

$10 million., A substantial increase in the

tunding level should include the “up-fron®

apprope laction of as auch as one-third of the
total alloecation.

ol Capitaltsation of a Development Bank.
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ek NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20508 21080 Add-on

September 6, 1989

MEMORANDUM FOR G. PHILIP HUGHES
FROM: CONDOLEEZZA RICE Q&

SUBJECT: Deputies Committee Meeting on Additional
Assistance to Poland

At Tab I is a cover memorandum for your signature forwarding the
paper (Tab A) for the Deputies Committee Meeting, September 6, on
options for additional assistance to Poland.

, _ sl 7
Robert kwill and Tim Deal FICUuYr.

RECOMMENDATION::

| That you sign the memorandum at Tab I.

| Attachment:
Tab I Memorandum to Agency Counterparts
Tab A PCC Paper
DECLASSIFIED
White House Guidelines
E.O. 12958, SEC 3.4 (B) September 11, 2006
Bys@@ee. NARA, Datepg /509
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20508 21080

MEMORANDUM FOR

MR. CARNES LORD

Assistant to the Vice
President for National
Security Affairs

MR. J. STAPLETON ROY
Executive Secretary
Department of State

MS. EMILY L. WALKER
Executive Secretary
Department of the Treasury

COLONEL GEORGE P. COLE, JR.
Executive Secretary
Department of Defense

MS. SUSAN NELSON
Assistant to the Secretary
Department of Agriculture

MR. CRAIG R. HELSING
Chief of Staff
Department of Commerce

MR. ROD DEARMENT
Deputy Secretary
Department of Labor

September 5, 1989

MR. FRANK HODSOLL

Executive Associate Director
Office of Management and
Budget

MR. GARY EDSON
Chief of Staff
U.S. Trade Representative

MR. H. LAWRENCE SANDALL
Executive Secretary
Central Intelligence Agency

CAPTAIN ANTHONY MANESS, USN
Executive Assistant to the
Chairman

Joint Chiefs of Staff

MS. MOLLY HAGEBOECK
Chief of Staff

Agency for International
Development

MR. ARTHUR GREEN
Acting Executive Secretary
U.S. Information Agency

SUBJECT: Deputies Committee Meeting on Additional
Assistance to Poland, September 6 87

A meeting of the Deputies Committee will be held on Wednesday,
September 6, 4:00 p.m., in the Situation Room, to consider

options for additional assistance to Poland.

to the August 30 meeting. Attendance will be principals plus
one. Please call the Executive Secretary, 456-2224, with names

and dates of birth of attendees.

Wednesday. (S
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White House Guidelines
E.O. 12958, SEC 3.4 (B) September 11
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NATIONAL SECURITY COUNCIL

WASHINGTON, D.C. 20508 21080

September 5, 1989

MEMORANDUM FOR G. PHILIP HUGHES
FROM: CONDOLEEZZA RICE el
SUBJECT: Deputies Committee Meeting on Additional

Assistance to Poland

A meeting notice is attached at Tab I announcing a Deputies
Committee Meeting, September 6, on options for additional
assistance to Poland.

Robert|Blagkwill and Tim‘i%al cCOoNncir,

RECOMMENDATION:

That you sign the memorandum at Tab I.

Approve w/AéZ Disapprove

Attachment:

Tab I Memorandum to Agency Counterparts
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SECRET
NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506
September 5, 1989
Deputy Natl Sec Advisor
has seen
INFORMATION
MEMORANDUM FOR ROBERT GATES
THROUGH : ROBERT BLACKWILL A&B
FROM: CONDOLEEZZA RICE C-4C_
SUBJECT: Follow-up DC Meeting to Consider Additional Aid to
Poland

The Deputies Committee will meet to review the PCC paper,
attached at Tab I. Five options have been put forth for DC
consideration.

Pressure continues to grow for a more generous response to the
new Mazowiecki government. Senator Simon was recently in Poland
and told Solidarity leader Geremek that he intends to propose
legislation for further assistance to Poland on September 6 or 7.
Simon’s package would include: a moratorium on interest payments
due the U.S. for a three-year period, converting that amount to
principal and in effect capitalizing it; a $300 million a year
for three years fund for the development of private enterprise
(described as a joint U.S.-Polish quasi-governmental entity);
encouraging at least one U.S. commercial bank to operate in
Poland; a one-time grant of $25 million from the U.S. government
to improve the Polish telephone system; asking the American
Council on Education to work out sister university programs
between Poland and the U.S.; and dispatch of a group of Illinois
steel experts to examine options for cleaner and more efficient
steel production at Nowa Huta. Geremek is said to have called
the package "just what Poland needs." (Cable on Simon CODEL
attached at Tab II). Clearly, this is the kind of activity that
concerned Senator Dole who thought that the Administration might
lose the reins of U.S. policy toward Eastern Europe.

We are also beginning to hear from the Allies. Mrs. Thatcher
recently wrote to the President saying that the West cannot allow
the Polish experiment to fail. Her suggestions are quite in line
with the U.S. policy approach, focusing heavily on the need for
Poland to reach agreement with the IMF; rescheduling the Paris
Club debt; coordinated food assistance; and technical assistance
in training of managers for a more market-oriented economy.
(Thatcher letter attached at Tab III.)
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In light of the activity of the Allies and more importantly, the
Congress, decisions about further assistance need to be made
soon. You may want to walk the DC through the five options to
see if you can reach consensus on some combination of them.

(1) Food Assistance. The U.S. could develop an additional
food assistance package of $50 million, bringing the total
to $108 million. The major issue for decision is whether to
airlift the food to Poland; a step that the PCC deemed high
profile if economically inefficient. We believe that the
airlift could be viewed as a grandstanding substitute for a
significant aid package and thus subject to ridicule. The
food can be delivered more economically through normal means
of distribution.

A second issue raised by the PCC paper concerns the attitude
of the Mazowiecki government on food assistance. Ambassador
Davis reports that Prime Minister Mazowiecki has not
requested the additional assistance. This is curious since
Jaruzelski raised food assistance with the G-7 and with the
President -- as did Walesa. The PCC recommends that
Ambassador Davis be asked to discuss a food assistance
program directly with Mazowiecki.

(2) World Bank Project Loans. In his July 10 speech in
Poland, the President encouraged the World Bank to move
ahead with industrial export development project loans. The
Bank now estimates these loans to be worth $250 million.
World Bank officials have informed the U.S. that they do not
plan to move ahead until Poland has a viable macroeconomic
reform program in place. The other members of the G-7, with
the possible exception of the British, have the same view.
This is, nonetheless, a big-ticket item that would augment
our package at no direct budgetary cost. The DC needs to
decide whether the U.S. should step up pressure on the Bank
to get board authorization for the two project loans in
advance of an IMF agreement.

(3) Additional Bilateral Programs. The PCC concluded that
an additional $100 million increment to the Enterprise Fund
is the best option for additional support. The DC should
consider whether to recommend that the President increase
the authorized amount for the Enterprise Fund. The
alternative is to defer action until a reform program is in
place. A discussion of where this extra $100 million might
come from should produce blood on floor.

(4) High-level visits. The DC should determine whether it
recommends invitations to Jaruzelski and Mazowiecki for the
first half of 1990. The State Department is recommending
that Jaruzelski be invited first with an invitation in
principle to Mazowiecki.

o —




SEGREH

SEERET™ 3

(5) The PCC recommended that several low or no-cost
initiatives go forward: giving visibility to Secretary
Mosbacher’s trip to Warsaw and Budapest; a G-24 fact finding
mission to Poland and Hungary prior to the September 26 G-24
meeting; accelerated negotiations for the FY-90 food aid
program; establishment of an OECD transnational economies
center to establish an analytical capability to be used to
analyze East European economies; expanded exchanges; and a
White House Conference on trade and investment in Eastern
Europe.

The challenge is to put together a credible next incremental
policy step in response to Mazowiecski’s selection. Our policy
preference would be to double the President’s commitment for food
assistance (to $100 million) and to augment the Enterprise Fund
by $100 million.

ool 2

B
Ginny Lampley and Tim Deal concur.

Attachments:
Tab I PCC Paper
Tab II Cable on Simon CODEL

Tab III Thatcher Letter




POLAND: Additional Support

1. Food Assistance

USDA has formulated a proposal for a second tranche of $50
million in food aid for Poland. The proposed aid is not all
gratis, but entails highly concessional terms. A major
component of this second tranche would respond to the shortage
of meat products in Poland. The second tranche would include:

o $10 million of pork (probably porkbellies) under the
Section 1110 grant program;

o $10 million of cotton seed oil under the SCOAP
subsidized sale (80% subsidy) program;

o $10 million of butter/butter oil under Section 32 |
subsidized sale program. |

o} $10 million in corn under the Section 416 grant
program: and,

o} $10 million in rice or cotton (needed for Poland's
export industries) in PL-480, Title I, concessional
loan program. This program is contingent on Poland
reaching a new Paris Club agreement.

Airlift

The PCC concluded that an airlift of food to Poland is
uneconomic, but would be a significant political and
psychological gesture. DOD believes that it has legal
authority to airlift donated or USG foodstuffs under the
McCollum Act (Denton Act covers only donated foodstuffs). DOD
would use C-141 transport planes which carry 55,000 pounds (27
tons) of foodstuffs. PFour planeloads would only hold about 1%
of the donated pork. The roundtrip cost for a C-141 would be
$60,000. This would be absorbed in DOD budget as part of
normal airlift mission. In addition to pork provided by the
USG, we understand that the Polish~American Congress has
arranged for donations of baby food and fruit juices which
could be airlifted to Poland. The recipient of the food
assistance would have to be private, charitable organizations
(possibly the Charity Commission of the Catholic Church). The
recipient would have to work with state-owned firms to process
the donated pork.

The DC should decide whether to recommend to the President
that the USG airlift food supplies. If the DC recommends an
airlift, the DC should decide whether only USG food items,
privately-donated food items, or a combination of the two
should be airlifted. '

DECLASSIFIED
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Discussions with the Mazowieckil Government

The second tranche of the U.S. food aid program has been
prepared without consultation with the Polish Government.
Ambassador Davis reports that Prime Minister Mazowiecki has not
requested the additional food assistance, although he assumes
Mazowiecki would welcome such assistance. Some of the other
items under discussion by the USG may not be items generally
demanded by Polish consumers (e.g., cotton seed oil). We
recommend that the DC authorize Ambassador Davis to discuss the
proposed U.S. program with Prime Minister Mazowiecki prior tc a
final decision.

2. World Bank Project Loans

In his July 10 speech to the Polish Parliament, President
Bush encouraged the World Bank to move ahead with an industrial
export development project loan and an agricultural export
development project loan. The World Bank estimates the value
of these loans at $250 million (down from an earlier estimate
of $325 million). World Bank officials have informed us that
they do not plan to present these project loans to the Bank
board for a decision until Poland has a "viable macroeconomic
program and other institutions (i.e., the IMF) are active in
Poland. There is also considerable resistance from the other
major World Bank members -- except possibly the British -- to
approving the World Bank project loans before an IMF program
has been agreed. U.S. policy in recent years has been to
encourage the IMF and World Bank to act in cencert in cases
such as Poland's. Although there are precedents of the World
Bank going into a country with macroeconomic difficulties
alone, the World Bank's involvement has usually been
unsuccessful.

The DC should decide whether to recommend that the
President step up the pressure on the World Bank, and the other
major shareholders of the Bank, to get board authorization for
these two project loans.

3. Additional Bilateral Programs

The PCC concluded that the most appropriate and timely
means to provide additional support for the Mazowiecki
government would be to double the USG commitment to the
enterprise fund. Enterprise fund legislation will be sent to
Congress next week and, in connection with a Presidential
announcement, we could regquest that Congress increase the
amount of the total authorization from $100 million to $200
million for Poland. (Senator Simon is quoted as proposing
tripling the amcunt of the authorization.)

CONEIDENTIAL
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However, there was discussion in the PCC over whether we
should propose increasing the authorization at this time or
defer action, and husband our scarce resources, -until the
Mazowiecki government has devised a viable economic reform
program, and has presented it to the IMF.

We believe it is important that all participants in the DC
realize that the 150 account cannot be called upon to fund any
of these additional programs for Poland without raising the
ceiling of the 150 account and reprogramming funds from other
parts of the national security budget.

The DC should consider whether to recommend to the
President an immediate increase in the authorized amount for
the enterprise fund, or to defer action in the expectation that
such an increase should be linked to a reform program. An even
greater effort on a multilateral basis may be called for once
the dimensions of the reform effort are determined.

4, High-level Visits

We should consider inviting President Jaruzelski or Prime
Minister Mazowiecki to the United States for a state/official
visit. President Jaruzelski recently hosted President Bush and
a return invitation would be appropriate, in the current
political process stays on track, perhaps during the first half
of 1990. Prime Minister Mazowiecki could be received at a
later date. Solidarity leader Lech Walesa will be in the
United States in November. The State Department has
recommended that he be received by the President during that
visit.

The DC should determine whether it recommend to the
President that he extend an invitation to President Jaruzelski
for a visit during the first half of 1990, with simultaneous
announcement of an invitation in principle to Mazowiecki.

5. Other Bilateral Initiatives

The PCC reached consensus on moving forward on the
following low-cost, no-cost initiatives:

- Prominent business leaders should be encouraged to
participate in Secretary Mosbacher's September visit
to Warsaw (and Budapest).

-- G-24 Fact-Finding Mission to Poland and Hungary prior
to the September 26 G-24 meeting.

COMNFEDENDRIAL
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- Speed up negotiations for the FY-90 food aid program
in order that the U.S. porgram can begin as soon as
possible in the new fiscal year. Such negotiations
will require agreement on the U.S. of the countéerpart
funds generated from the sale of U.S.-donated
foodstuffs.

-- OECD Transitional Economies Center - We could
establish an analytical capability in the OECD which
could be used to analyze the Polish (and other Eastern
European) economy. The OECD center would provide
technical assistance and apolitical analysis of
Poland's economic policies. We anticipate that such a
program would cost the U.S. less than $2.5 million
annually with additional contributions from Japan and
other OECD countries.

-- Expand exchanges - Promote pecple-to-people programs
to train Poles in critical, non-strategic technical
skills. This could include Peace Corps programs; USIA
programs; and agricultural extension services.

- White House Conference. We could resurrect the idea
of a White House Conference on Trade and Investment in
Eastern Europe. Such a conference could serve as the
catalyst for the formation of a U.S./Eastern Europe
Business Council made up of the chief executive
officers of major U.S. businesses.

6. Briefing the Allies

The President has committed the U.S. to close consultations
with our major allies on Poland. We recommend that we consult
with our Summit Seven partners and the European Commission
before publicly announcing additional steps for Poland.

7. Note on Hungary

The urgency that prompts the increase of food aid to Poland
is not present with Hungary. However, an increase in the
enterprise fund for Poland would change the previous decision
to give the two countries equal treatment on a per capita
basis. Poland has changed its government, but Hungary appears
to have taken a courageous stand on the question of German
emigres. We may find it necessary to increase aid to Hungary
at a later stage.
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SUBJECT: CODEL SIMON MEETS WITH BRONISLAW GEREMEK;
- SIMON PROPOSALS "JUST WHAT WE NEEDED."
1, -CONEERENSFEE, - ENTIRE TEXT
~BEGIN SUMMARY~
2. SUMMARY: CODEL SIMON MET WITH BRONISLAW GEREMEK
ON SEPTEMBER 1 TO DISCUSS SENATOR SIMON’S PROPOSALS
FOR US ASSISTANCE TO POLAND. GEREMEK DECLARED THAT
THE PROPOSALS, WHICH INCLUDED A MORATORIUM ON INTEREST
PAYMENTS AND A 300 MILLION DOLLAR FUND TO ENCOURAGE
GROWTH OF THE PRIVATE SECTOR, WERE "JUST WHAT WE
NEEDED." HE EXPLAINED THAT THE NEW GOVERNMENT’ S
IMMEDIATE NEED WAS TO SOLVE THE "PSYCHOLOGICAL"
RATHER THAN ECONOMIC PROBLEM; THE PEOPLE MUST BE
CONVINCED THAT THINGS WOULD GET BETTER. GEREMEK
ALSO DISCUSSED OTHER PROBLEMS FACING THE NEW
GOVERNMENT, ONE OF WHICH WAS THE DEVELOPMENT OF A
"RADICAL COALITION" OF THE EXTREME RIGHT AND LEFT,
UNITED BY THEIR OPPOSITION TO COMPROMISE. DURING
THE NEXT FEW WEEKS IT WAS "VERY POSSIBLE" THAT A
"SOCIAL EXPLOSION AND MASSIVE STRIKES" COULD ERUPT.
IN THE MEANTIME, EFFORTS WERE CONTINUING TO FORM A NEW
GOVERNMENT, THE COMPOSITION OF WHICH WOULD BE KNOWN
BY SEPTEMBER 10. THE NEW GOVERNMENT WOULD PRESENT A
"PROGRAM FOR 100 DAYS,"™ ON WHICH THE FIRST ITEM WOULD
BE THE DEMONOPOLIZATION OF THE FOOD TRADE., THE
| GOVERNMENT WOULD ALSO SEEK TO REDUCE EXPORTS OF
CONSUMER GOODS AND CREATE A "RATIONAL RELATIONSHIP"™
BETWEEN THE PRICE OF FOOD AND THE COSTS OF ITS
PRODUCTION. THE GOVERNMENT’S LONGER TERM PROGRAM
WOULD BE AIMED AT "“PLURALIZING OWNERSHIP" OF
POLISH INDUSTRY. THE CURRENCY PROBLEM WAS ALSO
CRITICAL, GEREMEK ACHNOWLEDGED. THE NEW GOVERNMENT

HOPED TO FIX A RATIONAL EXCHANGE RATE WITHOUT DECLASSIFIED
INTRODUCING A NEW CURRENCY. GEREMEK CLAIMED THAT PER E.O. 13526
SUCH A SOLUTION WAS POSSIBLE, AS LONG AS A MORATORIUM 2L010-201-wmp

ON DEBT SERVICING COULD BE OBTAINED. END SUMMARY.
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~END ‘SUMMARY~

3. DURING HIS SEPTEMBER 1 MEETING WITH BRONISLAW
GEREMEK, SENATOR PAUL SIMON EXPLAINED HIS RECENT
PUBLIC STATEMENT ISSUED IN WARSAW CONCERNING
PROPOSED NEW U.S. ASSISTANCE TO POLAND. THE
SENATOR GAVE PROFESSOR GEREMEK A COPY OF THE
STATEMENT, WHICH THE SOLIDARITY LEADER THEN EXAMINED
IN DETAIL. GEREMEK RESPONDED THAT HE "LIKED IT
VERY MUCH." HE DECLARED ENTHUSIASTICALLY THAT
THE ASSISTANCE PROJECTS LISTED WERE "JUST WHAT WE
NEEDED." (SEE PARA 15 BELOW FOR FULL TEXT OF THE
SENATOR’S STATEMENT.) SENATOR SIMON TOLD GEREMEK
THAT HE INTENDED TO INTRODUCE LEGISLATION TO
IMPLEMENT THE PROPOSALS ON SEPTEMBER 6 OR 7.
REFERRING TO POLAND’S DEMOCRATIZATION PROCESS,
THE SENATOR SAID THAT, "IT IS VITAL FOR POLAND
AND FOR HUMANITY ITSFLF THAT WE SUCCEED HERE."

4. PROFESSOR GEREMEK AGREED THAT THE STAKES IN
THE POLISH EXPERIMENT WERE HUGE, AND SAID THAT
SUCCESS DEPENDED ON SIGNIFICANT WESTERN SUPPORT
"IMMEDIATELY." THE PROBLEM FOR THE NEW GOVERN-
MENT, HE EXPLAINED, WAS MORE PSYCHOLOGICAL THAN
PURELY ECONOMIC. THE POLISH PEOPLE HAD HOPE

FOR POSITIVE POLITICAL EVOLUTION, BUT HAD NO HOPE
FOR SUCCESSFUL ECONOMIC REFORM. ALSO, GEREMEK
EMPHASIZED, THE POLISH NATION HAD "NO HOPE AT ALL
THAT WESTERN FRIENDS WILL HELP." "“HOW CAN WE
PROVE THAT NOW, AFTER 45 YEARS OF PROMISES
WITHOUT RESULTS, THE PROCESS OF REFORM WILL AT
LAST BRING BENEFITS?" GEREMEK SAID THAT POLAND
NEEDED "AT THIS VERY MOMENT" A "PSYCHOLOGICAL
SHOCK" TO CONVINCE PEOPLE THAT PROSPECTS WERE NOT
AS THEY HAD BEEN.

5. SENATOR SIMON SUGGESTED THAT POLAND WOULD HAVE
TO SOLVE ITS MONETARY PROBLEMS IF THE COUNTRY WERE
TO ATTRACT SIGNIFICANT WESTERN INVESTMENT. AT

THE SAME TIME, HE SAID, THE U.S. COULD NOT WAIT
FOR SUCH SOLUTIONS AND AN IMF AGREEMENT BEFORE
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SUBJECT: CODEL SIMON MEETS WITH BRONISLAW GEREMEK;
PROVIDING ASSISTANCE. "WE MUST MOVE IMMEDIATELY",
HE SAID.

6. GEREMEK CONFIRMED THAT THERE WERE ONGOING
PROBLEMS IN SEARCHING FOR SOLUTIONS WITH THE IMF,
SOLIDARITY’S CITIZENS’ PARLIAMENTARY CLUB (OKP)
KNEW THAT THE IMF WAS UNHAPPY WITH THE DQCUMENTS
PRESENTED BY THE RAKOWSKI GOVERNMENT LARGELY
BECAUSE THE SUBMISSIONS WERE "NOT CONCRETE"
ENOUGH. GEREMEK SAID THE NEW GOVERNMENT HOPED

TO SEND A GROUP OF YOQUNG ECONOMISTS TO WASHINGTON
TO "LEARN THE SPECIAL LANGUAGE" USED BY THE IMF




IN ORDER TO ASSIST THE NEW GOVERNMENT IN PREPARA-
TION OF NEW, MORE ACCEPTABLE SUBMISSIONS. THE
NEW GOVERNMENT HOPED TO BE ABLE TO MAKE A FULL
PRESENTATION TO THE IMF IN OCTOBER OR NOVEMBER.
ABOUT THIS SAME TIME, GEREMEK OBSERVED, LECH
WALESA’S VISIT TO THE U.S. SHOULD HELP TO "FIND
SYMPATHY AND INTEREST" THERE.

7. GEREMEK, AND VICE MARSHAL OF THE SENATE
ANDRZEJ WIELOWIEYSKI WHO WAS ALSO PRESENT DURING
THE CONVERSATION, ALSO DISCUSSED OTHER PROBLEMS
FACING THE NEW PRIME MINISTER AS HE SEEKS TO PUT
TOGETHER A NEW GOVERNMENT. GEREMEK DESCRIBED THE
CURRENT EVOLUTION OF "RADICAL COALITIONS" THAT
THREATEN THE DELICATE COMPROMISE NOW BEING

WORKED OUT. THE CONFEDERATION FOR AN INDEPENDENT
POLAND (KPN), HE POINTED OUT, WAS BECOMING
INCREASINGLY ACTIVE, PARTICULARLY IN SILESIA. THIS
ACTIVITY, AIMED AT DISTURBING THE COMPROMISE, IS
COMPLEMENTED BY THREATENING ACTIVITY OF THE
OFFICIAL LABOR UNIONS (OPZZ) AS WELL. THIS
"COALITION" OF RADICAL OPPOSITES, WIELOWIEYSKI
POINTED OUT, WOULD CREATE A "VERY DIFFICULT
SITUATION" FOR THE NEW GOVERNMENT ESPECIALLY
DURING THE NEXT TWO OR THREE WEEKS. THE PEOPLE
ARE INCREASINGLY UNABLE TO ACCEPT THE IDEA OF
COMPROMISE, GEREMEK EXPLAINED. THEY DO NOT
UNDERSTAND WHY THE SITUATION HAS NOT IMMEDIATELY
CHANGED FOR THE BETTER SINCE SOLIDARITY HAS
OBTAINED SO MUCH POWER IN THE PARLIAMENT AND
GOVERNMENT. ON THE CONTRARY, THE SITUATION

IS DETERIORATING. AT THE SAME TIME, THE OPZZ HAS
DECIDED TO WAIT QUIETLY FOR A TIME, AND THEN WILL
USE THE WORSENING SITUATION TO ATTACK THE NEW
GOVERNMENT FOR ITS INABILITY TO PRODUCE IMMEDIATE
POSITIVE RESULTS.

8. BOTH SOLIDARITY LEADERS ACUTELY FELT THE
VULNERABILITY OF THE NEW GOVERNMENT TO THESE
ATTACKS. WIELOWIEYSKI DECLARED THAT A "SOCIAL
EXPLOSION AND MASSIVE STRIKES"™ WERE "VERY
POSSIBLE IN THE NEAR FUTURE." HE ARGUED THAT

THE NEW GOVERNMENT, WITH WESTERN ASSISTANCE, MUST
"CHANGE THE SOCIAL MOOD." THE MOST IMPORTANT AND
IMMEDIATE NEED WAS TO STOP THE RAPID RISE IN
PRICES. THE DIFFICULTY, IF NOT IMPOSSIBILITY,

OF DOING SO, CREATED "GREAT DANGERS FOR POLAND."

9. TURNING TO SOME OF THE SPECIFICS OF SENATOR
SIMON’S PLAN FOR U.S. ASSISTANCE, GEREMEK SAID
THAT THE PROPOSAL TO CREATE A 300 MILLION DOLLAR
REVOLVING FUND TO ENCOURAGE THE PRIVATE SECTOR
DEVELOPMENT COULD BE VERY VALUABLE; "THE QUESTION
IS HOW TO USE IT."™ GEREMEK CITED AS AN EXAMPLE
THE NEED FOR FOOD PROCESSING EQUIPMENT. THE
ABILITY TO PROCESS AND THEN MARKET POLISH
AGRICULTURAL PRODUCE BY USING "WELL-DIRECTED
INVESTMENTS" COULD"DYNAMIZE REGIONAL ECONOMIES"
HE SAID, AND COULD PRODUCE MAJOR BENEFITS WITHIN
ONE YEAR. GEREMEK ALSO EMPHASIZED THE NEED



FOR A WESTERN BANK IN POLAND, ALSO ONE OF THE
SENATOR’ S PROPOSALS AND ONE THAT HAS BEEN

HEAVILY BACKED BY LECH WALESA. GEREMEK REPEATED
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WALESA’S ARGUMENT THAT A WESTERN BANK IN POLAND
COULD DRAW OUT THE "4-6 BILLION DOLLARS" NOW
HIDDEN IN PRIVATE HOMES, AND "MOBILIZE" THAT
MONEY FOR POLAND’S ECONOMIC DEVELOPMENT.

10. GEREMEK TOLD THE SENATOR THAT THE COMPOSITION
OF THE NEW GOVERNMENT WOULD BE KNOWN WITHIN TEN
DAYS. THE NEW GOVERNMENT WOULD THEN PRESENT A
"PROGRAM FOR 100 DAYS." THE FIRST ITEM ON THIS
PROGRAM WILL BE THE DEMONOPOLIZATION OF THE FOOD
TRADE. THE RESPONSE OF FARMERS TO THE RECENT
MARKETIZATION OPERATION HAS BEEN LARGELY NEGATIVE
BECAUSE MARKET MONOPOLIES HAVE ASSURED MUCH
LARGER PROFITS FOR THE MIDDLEMEN THAN FOR THE
FARMERS; EACH DAY THE VALUE OF MONEY OBTAINED
THROUGH SALE OF AGRICULTURAL PRODUCE FALLS; AND
THERE IS NOTHING FOR THE FARMERS TO PURCHASE

WITH THEIR EARNINGS. THESE OBJECTIVE COMPLAINTS
MUST BE ANSWERED IN ORDER TO "LIBERATE ACTIVITY
IN THE COUNTRYSIDE." IN THE MEANTIME, THE GOVERN-
MENT HOPES TO OBTAIN FOOD ASSISTANCE FROM THE
U.S. AND THE EC COUNTRIES.

11. THE SECOND ITEM ON THE "PROGRAM OF 100 DAYS"
IS TO REDUCE EXPORT OF CERTAIN CONSUMER GOODS;
GEREMEK SPECIFIED SHOES AND TEXTILES. IT IS
NECESSARY TO PROVIDE THE MARKET WITH SOMETHING
THE FARMERS WILL WANT TO BUY WITH THEIR EARNINGS,
OTHERWISE THEY WILL CONTINUE TO HAVE NO INCENTIVE
TO SELL THEIR PRODUCE; THEY NEED INCENTIVE "TO
SELL IN ORDER TO BUY."

12. THIRD, THE GOVERNMENT WANTS TO CREATE A
"RATIONAL RELATIONSHIP BETWEEN THE PRICE OF FOOD
AND THE PRICE OF MACHINERY AND OTHER NEEDS OF
AGRICULTURAL PRODUCTION."

13. THE NEW GOVERNMENT WILL ALSO PRESENT A MORE
LONG-TERM PROGRAM WITH OBJECTIVES BEYOND THE FIRST
100 DAYS. GEREMEK SAID THAT THE BASIC NATURE OF
POLAND’S ECONOMIC CRISIS IS NOT AGRICULTURAL —-
ALTHOUGH THAT MUST BE THE FOCUS FOR THE MOMENT —--
BUT INDUSTRIAL. HE CLAIMED THAT 1983 LEVELS OF
PRODUCTION COULD BE OBTAINED AGAIN "WITHIN 8-12
MONTHS." THE PROBLEM WAS ONE OF OWNERSHIP. THE
STATE-OWNED INDUSTRY "MUST BE PLURALIZED." THE
ENTIRE PROCESS WILL TAKE THREE OR FOUR YEARS, BUT
THE NEW GOVERNMENT HOPES TO CREATE PERIODIC
BENCHMARKS, A STRATEGY TO GIVE THE PEOPLE "GOOD
SIGNALS EACH YEAR." THE NEW GOVERNMENT WILL
PROPOSE "DETAILED EXPECTATIONS" FOR 3-MONTH
PERIODS, 12-MONTH PERIODS, AND ULTIMATE
OBJECTIVES.



14. ’'GEREMEK ACKNOWLEDGED THAT THE CRUCIAL ISSUE
WAS WHAT TO DO ABOUT THE CURRENCY PROBLEM. HE

SAID THAT SOME WERE PROPOSING A "LUDWIG ERHARDT
SOLUTION" (I.E., INTRODUCTION OF A NEW CURRENCY)
BUT HE WAS NOT SURE THAT "POLISH SOCIETY COULD
SURVIVE SUCH A SHOCK." SOLIDARITY WAS ASKING
EXPERTS IF POLAND COULD FIX A RATIONAL EXCHANGE
RATE WITHOUT CHANGING THE MONEY. DESPITE THE
"TRILLIONS OF EMPTY ZLOTIES" FLOATING ABOUT, GEREMEK
SAID, "OUR EXPERTS THINK IT IS POSSIBLE." A
CRITICAL ELEMENT IN THIS PROCESS, HE SAID, WAS A
MORATORIUM ON DEBT SERVICING. IF THIS COULD BE
OBTAINED, AS SENATOR SIMON WAS SUGGESTING, THE
"SITUATION WQOULD BE ABSOLUTELY DIFFERENT."

GEREMEK SAID SUCH A MORATORIUM WOULD ENABLE THE NEW
GOVERNMENT TO "DESTROY THE EMPTY MONEY WITHOUT
CHANGING THE CURRENCY. THE REMAINING QUESTION
WOULD BE, "WHAT KIND OF STRATEGY SHOULD WE USE?
STEP-BY-STEP OR BIG BANG?"

15. THE FULL TEXT OF SENATOR SIMON’S STATEMENT
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SUBJECT: CODEL SIMON MEETS WITH BRONISLAW GEREMEK;
FOLLOWS::

BEGIN TEXT:

STATEMENT BY U.S. SENATOR PAUL SIMON

PRESS CONFERENCE, WARSAW, SEPTEMBER 1,.198

I SPEAK AS ONE MEMBER OF THE UNITED STATES

SENATE WHO HAS SPECIAL RESPONSIBILITIES IN THE FIELD
OF FOREIGN RELATIONS AND ON THE BUDGET, BUT I DO
NOT PRETEND TO SPEAK FOR THE ENTIRE CONGRESS NOR
FOR THE ADMINISTRATION. I DO NOT LOOK FOR POLAND
TO BECOME A CARBON COPY OF THE UNITED STATES.
POLAND HAS ITS OWN TRADITIONS WHICH WE SHOULD
RESPECT, BUT WE WANT A FREE POLAND TO DEVELOP
WITHIN THOSE TRADITIONS.

BUT I AM A SENATOR DEEPLY CONCERNED ABQUT THE

FATE OF POLAND, AND I BELIEVE THAT MY COLLEAGUES

IN CONGRESS AND THE CITIZENS OF THE UNITED

STATES SHARE THAT CONCERN. THE TIME IS HERE

TO ACT SWIFTLY IN CONCERT WITH THE NEW GOVERNMENT
OF POLAND.

WHEN I RETURN TO THE UNITED STATES I SHALL

PROPOSE:

- 1) THAT THE UNITED STATES GOVERNMENT POSTPONE
COLLECTING INTEREST DUE OUR COUNTRY FROM POLAND
FOR A THREE-YEAR PERIOD, CONVERTING THAT AMOUNT

TO PRINCIPAL. THIS IN EFFECT CAPITALIZES THE
INTEREST. AND FOR THE TWO YEARS FOLLOWING THE
INITIAL THREE-YEAR PEIOD I SHALL ASK THAT ONE-HALF
THE INTEREST PAYMENTS BE MADE AND THE REMAINDER
CAPITALIZED. AFTER THIS FIVE-YEAR PERIOD,

INTEREST PAYMENTS SHOULD BE MADE IN FULL. WE SHOULD
ASK OTHER GOVERNMENTS TO DO THE SAME. POLAND

OWES THE UNITED STATES APPROXIMATELY US DOLS 2.8



BILLION, OR ABOUT 8 PERCENT OF ITS TOTAL INDEBTED—
NESS. I HAVE SPOKEN WITH TWO DIPLOMATS FROM OTHER
LENDER COUNTRIES WHO SHOW SYMPATHY FOR SUCH A
PROGRAM, THE UNITED STATES SHOULD LEAD THE OTHER
PARIS CLUB MEMBERS IN THIS DEBT RESCHEDULING.

EVEN IF THE UNITED STATES WERE TO DO IT ALONE,
THAT WOULD BE A SUBSTANTIAL ASSIST TO POLAND,

BUT OUR AIM SHOULD BE TO ASK THE COMMUNITY

OF NATIONS, INCLUDING THE SOVIET UNION, TO JOIN

IN THIS.

- 2) THE IDEA PRESENTED BY PRESIDENT GEORGE
BUSH FOR A REVOLVING FUND TO STIMULATE INVESTMENT
BY U.S. BUSINESSES IN POLAND SHOULD BE SUPPORTED
AND EXPANDED. INSURANCE OF INVESTMENT IS ONE
-ASPECT OF THIS. I SHALL ALSO PROPOSE THAT US

DOLS 300 MILLION A YEAR BE AUTHORIZED FOR EACH

OF THREE YEARS FOR A JOINT U.S.-POLISH QUASI-
GOVERNMENT ENTITY, TO HELP MATCH PRIVATE INVEST-
MENT FROM BOTH AMERICANS AND POLES, .TO STIMULATE
PRIVATE SECTOR GROWTH, ESSENTIAL FOR THE ECONOMY
OF POLAND. THE QUASI-GOVERNMENTAL UNIT CREATED
SHOULD HAVE FULL PARTICIPATION BY POLAND BUT WITH
FINAL APPROVAL REQUIRED BY THE AMERICAN OFFICIALS
OF THAT CORPORATION APPOINTED BY THE PRESIDENT.
AND AS THE FUNDS AND INTEREST ARE REPAID TO THIS
REVOLVING FUND, THEY WOULD IMMEDIATELY BE AVAIL-
ABLE FOR ADDITIONAL LOANS AND GROWTH.

LET ME CAUTION, HOWEVER, THAT NO SUBSTANTIAL
INVESTMENT FROM OTHER NATIONS IS LIKELY TO OCCUR
UNLESS AND UNTIL THE NEW POLISH GOVERNMENT TACKLES
THE DIFFICULT MONETARY AND INFLATION PROBLEMS
POLAND NOW FACES. IT IS EASY FOR PUBLIC OFFICIALS
FROM ANOTHER NATION TO SAY THIS, MUCH MORE DIFFI-
CULT TO ACCOMPLISH. OFFICIALS FROM OTHER NATIONS
TELL US IN THE UNITED STATES THAT WE SHOULD

FACE OUR BUDGET DEFICIT SITUATION, AND THEY ARE
RIGHT, BUT WE HAVE NOT HAD ENOUGH POLITICAL LEADER-
SHIP WITH COURAGE TO BE WILLING TO DO IT IN THE
UNITED STATES. MY HOPE IS THAT THE MORE URGENT
PROBLEMS WHICH POLAND FACES WILL BE TACKLED WITH
BT
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GREATER COURAGE THAN WE HAVE SHOWN. UNLESS THIS

IS DONE, IT IS UNLIKELY POLAND WILL ACHIEVE ITS
GREAT POTENTIAL.

AND TO INVESTORS LET ME ADD THAT THE CHANCE FOR
PROFIT HERE IS SUBSTANTIAL. A HARD-WORKING
FORCE, IN A NATION WITH SIGNIFICANT RESOURCES,
CLOSE TO BOTH THE WESTERN EUROPEAN AND EASTERN
EUROPEAN MARKETS SHOULD NOT BE PASSED UP LIGHTLY.
GOVERNMENT LEADERS HERE ARE EAGER TO COOPERATE
WITH SUCH NEW VENTURES.

- 3) THE PRESENCE OF AT LEAST ONE COMMERCIAL



U.S. BANK WOULD BE SIGNIFICANT, AN AID TO THE
ECONOMY BUT ALSO A SYMBOL TO THE POLES OF CONFI-
DENCE IN POLAND’S FUTURE. I HAVE HAD SOME CONVER-
SATION WITH U.S. BANKERS ON THIS SUBJECT SINCE
ARRIVING IN POLAND AND I AM HOPEFUL THAT.WITHIN THE
NEXT TWO TO THREE MONTHS THIS CAN BECOME A

REALITY.

- 4) ‘THE TELEPHONE SYSTEM IS ONE OF THOSE

MINOR BARRIERS TO AN EFFECTIVE BUSINESS OPERATION
IN POLAND. I SHALL REQUEST A ONE-TIME GRANT OF

US DOTS 25 MILLION BY OUR GOVERNMENT FOR INITIATING
AN IMPROVEMENT OF THE TELEPHONE SYSTEM IN POLAND,
TO BE AWARDED BY THE GOVERNMENT OF POLAND ON A
COMPETITIVE BID BASIS TO AN AMERICAN FIRM. POLAND
WILL SOON PAY THE UNITED STATES APPROXIMATELY US
DOLS 20 MILLION IN COUNTERPART FUNDS OWED OUR
COUNTRY., I SUGGEST THAT ALL OF THAT, PLUS APPROXI-
MATELY US DOLS 5 MILLION BE USED TO IMPROVE THE
TELEPHONE SYSTEM OF POLAND. I HAD THE

EXPERIENCE WHILE IN GDANSK OF ATTEMPTING TC PLACE
A PHONE CALL TO THE UNITES STATES. I WAS TOLD
THERE WOULD BE A THIRTY-HOUR WAIT TO MAKE THE

PHONE CALL. IN A COMMUNICATIONS AGE IT IS ESSEN-
TIAL FOR POLAND TO BRING ITS PHONE SYSTEM UP TO
DATE IN ORDER TO EFFECTIVELY ATTRACT INTERNATIONAL
BUSINESS.

- 5) SINCE ARRIVING HERE I HAVE SPOKEN WITH

DR. ROBERT ATWELL, PRESIDENT OF THE AMERICAN
COUNCIL ON EDUCATION, AN ORGANIZATION THAT INCLUDES
ALL PUBLIC AND NON-PUBLIC AMERICAN COLLEGES AND
UNIVERSITIES, TO SEE IF A SISTER INSTITUTION PRO-
GRAM CAN BE WORKED OUT BETWEEN KEY AMERICAN COLLEGES
AND UNIVERSITIES, AND THE APPROXIMATELY 100 POLISH
COLLEGES, UNIVERSITIES AND INSTITUTES. SOME
ALREADY HAVE SUCH TIES WHICH I HOPE WILL BE
STRENGTHENED. DR. ATWELL SAID HE IS EAGER TO

WORK WITH THE AUTHORITIES IN POLAND TO EFFECT

SUCH AN ARRANGEMENT. PARTICULARLY NEEDED WILL

BE ACADEMIC STRESS ON MANAGEMENT, BOTH IN THE
BUSINESS FIELD GENERALLY AND IN AGRICULTURAL MAR-
KETING. POLAND HAS TWELVE MEDICAL COLLEGES AND

IF THERE ARE ANY OF THESE WITHOUT SUCH TIES,

THAT COULD BE HELPFUL. BUSINESS INTERNSHIPS FOR
PROMISING POLISH STUDENTS OR BUSINESS LEADERS

COULD BE WORKED OUT WITH KEY AMERICAN COMPANIES AS
PART OF SUCH A PROGRAM, BENEFITTING BOTH THE UNITED
STATES AND POLAND.

- 6) THE ENVIRONMENTAL PROBLEMS,WHICH

PRESIDENT GEORGE BUSH PROPERLY ADDRESSED, ARE
PARTICULARLY SEVERE IN THE KRAKOW AREA, A CITY
WHOSE BEAUTY AND MAJESTY SHOULD BE PERSERVED,

ALONG WITH THE HEALTH OF ITS CITIZENS. ILLINOIS
HAS BEEN A MAJOR STEEL PRODUCING STATE AND I WILL
ASK A TEAM OF STEEL EXPERTS FROM THE UNITED

STATES TO JOIN A GROUP DESIGNATED BY THE POLISH
GOVERNMENT TO EXAMINE OPTIONS FOR THE NOWA HUTA
PLANT. THERE ARE SERIOUS ENVIRONMENTAL PROBLEMS
BESIDES THE STEEL PLANT, AND AN AMERICAN GROUP

LIKE THE SIERRA CLUB MIGHT MAKE A SIGNIFICANT
CONTRIBUTION, WORKING AS VOLUNTEERS TOGETHER WITH



THEIR POLISH COUNTERPARTS. ANYONE WHO DOES NOT
BELIEVE THAT THE ENVIRONMENTAL PROBLEMS IN

KRAKOW ARE SEVERE SHOULD HAVE JOINED. ME THURSDAY
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IN A VISIT TO TWO CHILDREN’S HOSPITALS IN THAT
FINE CITY.

ON FUNDING I PROPOSE FOR ANY OF THESE PROGRAMS, I
SHALIL ASK FOR A PROVISION IN THE LAW AUTHORIZING
THE PRESIDENT TO SUSPEND PAYMENTS AT ANY TIME. I
HOPE AND BELIEVE THAT WILL NOT BE NECESSARY, BUT

IF POLAND SHOULD EXPERIENCE A REVERSAL IN ITS
RECENT PROGRESS TO GREATER FREEDOM, OBVIOUSLY THE
UNITED STATES WOULD BE FORCED TO RECONSIDER FUNDING.
THERE ARE QOTHER STEPS I SHALL TAKE, INCLUDING ASKING
A FEW U.S. BUSINESS LEADERS TO VISIT POLAND, BOTH
TO LEARN OF THE POTENTIAL HERE AND TO SHARE THEIR
KNOWLEDGE OF BUSINESS SKILLS. I WILL ASK THE
AMERICAN HOSPITAL ASSOCIATION TO ESTABLISH SISTER
INSTITUTION ARRANGEMENTS WITH HOSPITALS IN POLAND.,
AND I WILL ASK THE NATIONAL ENDOWMENT FOR
DEMOCRACY TO HAVE AT LEAST ONE SEMINAR HERE IN
POLAND ON LOCAL GOVERNMENT, FOR A NATION THAT

SOON WILL EXPERIENCE AN EXPLOSION OF LOCAL
OFFICIALS. SENATOR JERZY REGULSKI, ONE OF YOUR
EXPERTS ON LOCAL GOVERNMENT, ESTIMATES THAT NEXT
YEAR AT LEAST 110,000 LOCAL OFFICIALS WILL BE
ELECTED.

AMERICAN CRITICS MAY SAY THAT, WITH OUR BUDGET
PROBLEMS WE CANNOT AFFORD THE PROGRAMS I HAVE
OUTLINED. I SUGGEST THAT WE CAN ILL AFFORD (BEGIN
UNDERLINE) NOT (END UNDERLINE) TO HAVE THEM. )
WHAT I AM ASKING IS A PROGRAM THAT WILL COST LESS
THAN ONE B-2 BOMBER. IS IT WORTH THE PRICE OF

ONE B-2 BOMBER TO STRENGTHEN THE POSSIBILITY THAT
POLAND CAN BECOME SOLIDLY FREE? TO ASK THE
QUESTION IS TO ANSWER IT.

I MAY NOT GET ALL THAT I ASK FOR, BUT THE REQUEST
IS A MODEST ONE IN VIEW OF THE OPPORTUNITIES.
POLAND CAN BECOME A BRIDGE BETWEEN EAST AND WEST,
REDUCING WORLD TENSIONS AND PERHAPS ULTIMATELY
HELPING THE SUPER-POWERS REDUCE THEIR MILITARY
BUDGETS, AND IN THE PROCESS REDUCE THE POSSIBILITY
OF A MAJOR INTERNATIONAIL CONFLICT.

POLISH LEADERS HELPED THE UNITED STATES IN OUR
FIRST QUEST FOR FREEDOM.

NOW IT IS OUR TURN TO RECIPROCATE. I WANT TO

SEIZE THIS UNPARALLELED OPPORTUNITY TO STAND FIRMLY,
PROUDLY WITH POLAND FOR FREEDOM.

END TEXT.

DAVIS
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TEXT OF A MESSAGE DATED 4 SEPTEMBER 1989
FROM THE PRIME MINISTER TO THE PRESIDENT

Begtns

Dear George,

You will, I am sure, have been as moved as I was at the
election of Tadeusz Mazowiecki as Prime Minister of Poland.
I want to share with you some ideas of what our policy should
now be as regards international help for Poland.

The choice of a leader of Solidarity, so recently an
outlawed organisation, to head a Polish government is an
astonishing development of historic significance. But there
are of course many uncertainties ahead. Mazowiecki's position
is immensely difficult. Even if he can form a reasonably
cohesive Administration, the forces opposing change in Poland
will remain strong. Some will certainly be hoping - and
perhaps working - for the experiment to fail.

I believe it is in our strong interests that it should
not fail. A successful Poland would be an irresistible
example to other countries in the region and there would be a
real chance for a peaceful change to a new and better order
in Europe. Failure would set back the process of reform
throughout Eastern Europe and probably in the Soviet Union as
well. There are limits to what the West can do in these
conditions. But we should give such support to the new Polish
government as we can; they expect no less. Future generations
would condemn us, and rightly, if we miss or fumble this
historic opportunity.
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to the Uniied States Government and should not be
released without the agreement of the British Government

The first priority is for the Polish authorities to
‘reach an effective agreement with the IMF. It is very helpful
that Mazowiecki has accepted this. The depressed state of
the Polish economy, as well as some of Solidarity's avowed
policies, eg, on wage indexation, will make the negotiation
of an IMF programme very hard. But a programme that is weak,
or which does not last, would be self-defeating. We need to
encourage the Poles to seek an agreement with the IMF which -
as I told Jaruzelski - will be exacting but not unbearable,
and having reached an agreement to stick to it. This argues
for medium term involvement with the Fund, although the Poles
will initially need to take firm action within the context of
an IMF standby arrangement, with Fund resources becoming
increasingly available as the Poles establish a track record.

I believe we in the West should now make more explicit
the advantages which Poland would gain by sticking to a strong
IMF programme. These would include funds from the World Bank
- and we should consider their magnitude - in the context of
an agreed macro-economic programme. Poland is also looking
for help in easing the burden of government guaranteed debt
through the Paris Club. It is only realistic to accept that
Poland's ability to service its debt is very limited. We
should advocate a far-reaching medium term agreement to
reschedule outstanding principal and interest in accordance
with Poland's needs. As the Polish economy recovers, the
Poles should be able to pay more.

About 25% of Poland's debt is owed to commercial banks.
We cannot tell the banks what to do.: But we should want our
forthcoming treatment of debt in the Paris Club to benefit
the Poles, not the banks. . They (the banks) should be equally
forthcoming; and we would like to see both the Poles and
the banks agree to convert bank debt into equity. IMF and
IBRD funds to facilitate the reduction of Poland's bank debt
and debt service would also be appropriate, if the agreed IMF
programme is sustained. '

/ Ao
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An IMF programme and debt relief will only give the
Poles a breathing space. Their fundamental task is to
transform a rigidly controlled and inefficient economy into
one which responds to market forces and rewards enterprise.
Much will depend on the Poles' own efforts. But the West can
help them, building on what we have offered 'already.

Agriculture is a key sector, as food supplies strongly
influence popular feeling. Both the European Community and
the United States have provided emergency aid. The Poles
have asked for more food supplies, not only to satisfy consumer
demand but to reduce commercial import needs. I believe the
West should be ready to respond, to the extent that surplus
food is available. But assistance in this form must be linked
to a restructuring of Polish agriculture, notably food
distribution channels, which discourage production and work
against the consumer.

Poland will need help to create and train a new generation
of managers to run a more market-oriented economy. The
United States has already committed $100 million for this
purpose: the United Kingdom has offered $40 million in the
form of our 'know-how fund'. I suggest that we should be
ready to increase these aﬁounts, and particularly to encourage
others to follow suit. We could back up training and
consultancy services with offers of relevant equipment.

Much of this training, I believe, should be devoted to
creating effective institutions.x Poland needs an efficient
private banking system; a capital market; an effective
commercial accounting system. These are all skills which the
private sector can provide. We must encourage private sector
links between Poland and the West wherever possible.

/ Poland
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This information has been communicaled in confidence
to the United States Government and should not be
released without the agreement of the British Government

Poland needs equity investment from the West.  The Poles
should be encouraged to complete and implement their domestic
legislation which will promote this and to ratify the convention
to join the World Bank's Multilateral Investment Guarantee Agency
(MIGA). Western equity capital must come mainly from the
private sector. But we should consider ways in which
governments could stimulate flows of private money, through
the support of official investment insurance agencies. I
note with interest in this context your own intention to set
up your enterprise fund.

In general, I believe that equity investment and funds
for training provided in grant form are preferable to additional
credit, which would only add to Poland's debt burden while
Poland cannot service its existing debt. But if Poland
adheres to an agreement with the IMF and meets its obligations
to the Paris Club that will change the situation. In that.
context one of the issues Western countries will need to look
at is the restoration of official credit cover, and we shall
be examining this question ourselves.

In the field of trade liberalisation we are encouraging
our EC partners to move forward on market access for Polish
exports.

I should be very glad to know your reactions to these
ideas and.your thoughts on how to take matters forward. I am
writing in similar terms to President Mitterrand and Chancellor
Kohl, and informing M. Delors of these messages in view of
the European Commission's role in the follow-up to the Paris

/ Summit



This information has been communicated in confidence
to the United States Government and should not be
released without the agresment of the British Government

Summit. This subject is bound to come up in the margins of
the meetings of the IMF and World Bank at the end of September.
There will also be a good occasion to move matters forward
internationally at the next meeting of the Coordinating Group
chaired by the Commission. It is for consideration whether

we should then call for a meeting of that Group at Ministerial
level, as a sign of our commitment to helping Poland to build

a new life.
Warm regards,
Yours Ever,

Margaret

Ends
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- SECRET

NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20808

21080 Add-on 2

September 7, 1989

e,
ACTION ‘O*Ag,
MEMORANDUM FOR ROBERT GATES - ;ckff'%;,\
THROUGH: RCBERT BLACKWILL(@> :
FROM: CONDOLEEZZA RICE Qé;?
SUBJECT: Opticns Paper from thg September 6 DC Meeting

.

The options paper at Tab I describes the recommendations of the
DC and outlines issues for decision by NSC principals. Upon your
approval, the paper will be dispatched for interagency clearance.
We can then prepare a decision memorandum for the President.

RECOMMENDATION

That you authorize Philip Hughes to sign the memorandum to the
Executive Secretaries of the Departments forwarding the options
paper to the Deputies Committee principals.

Approve Disapprove

Attachment
Tab I Options Paper

DECLASSIFIED
White House Guidelines
E.O. 12958, SEC 3.4 (B) September 11, 2006
SECRET- By e NARA, Date 2 o/l

Declassify on: OADR
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THE WHITE HOUSE 21080 Add-on 2

WASHINGTON

MEMORANDUM FOR MEMBERS OF THE DEPUTIES COMMITTEE

FROM: ROBERT GATES
SUBJECT: Recommendations of the DC on Additional Assistance
to Poland

The Deputies Committee met to discuss options for additional
assistance to Poland on Wednesday, September 6. The DC prepared
the following recommendations for consideration by NSC
orincipals:

Food Assistance

The Departments of Agriculture and State have formulated a
proposal for a second tranche of $50 million in food aid for
Poland. Meat is a significant component of the package which
includes:

$10 million of pork (probably porkbellies);

$10 million of cotton seed o0il;
NN

510 million of butter/butter oil;
$10 million in corn; and,
$10 million in rice or cotton under the concessional loan

program which requires Poland to reach agreement with the
Paris Club prior to the grant.

Concern was expressed that the food assistance package might not
address the actual needs of the Poles and that an ill-conceived
package might depress prices and damage agricultural production.

initiate discussions with the Poles on their food requirements.
The Department of Agriculture will have a delegation in Poland o
September 12 and that group will report back, as well, on the
state of Polish agriculture and an appropriate mix of U.S.
commodities. The DC also noted that the food assistance might be
more valuable in December or January when food supplies will be
even more depleted.

The DC agreed that Ambassador John Davis should be instructed to~}
n

DECLASSIFIED
PER E.O. 13526

SECRET- e Ee RE“: 1993 - o 34-F
Declassify on: OADR 2/igfrom M4
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The DC was unenthusiastic about airlifting food to Poland.
Though the Defense Department could absorb the cost through funds
already earmarked, the DC was concerned that an airlift would
unnecessarily increase the general sense of urgency about the
situation in Poland and thus the pressure for the U.S. to do
more. There is no food emergency in Poland and the USG has not
used airlifted food in the past to those areas (like the Sudan)
where a state of emergency has actually existed.

. | The DC recognized that there may be overriding political
't pressures for a high visibility initiative and noted that an
airlift would be a significant political gesture.

Issue; h n irli uppl i ]
World Bank Loans . g

In his July 10 speech to the Polish Parliament, the President
encouraged the World Bank to move ahead with an industrial
development loan, and an agricultural export development loan.
The Bank now values these loans at $250 million. Bank officials
have informed the USG that they do not plan to present these
loans to the Bank for a decision until Poland has a "viable
macroeconomic program."

In light of Bank resistance to de-linking an IMF stand-by for |
Poland from the World Bank loans, the DC recommended against
increased U.S. pressure on the Bank to authorize the locans.

authorizing loans to Poland,
Azl et

The DC discussed the possiﬁfizz;’;f augmenting the Enterprise

Fund by $100 million. ~PHere is no economic reason to do so since -
the initial outlays from;;he;Euné~a;;:€§§§éeeé~to be no more than( / 7
$10 million in FY%0. The Fund must be established and commercial
experts estimate that the very small Polish private sector will

be unable to absorb more than $10 million in the first year. The
increase in the allocation for the Enterprise

Fund could be announced as a political gesture of support and to
answer Congressional critics who think the Administration package

is too modest.

Issue: Whether to increase by $100 million the authorized amount
for the Poland Enterprise Fund

N SEGRET
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The DC recommended that President Jaruzelski be invited to visit
the United States in the second half of 1990 and that Prime
Minister Mazowiecki be invited in principle.

Issue; Whether to issue invitations to President Jaruzelski and

D Relief

The President declared U.S. intenticn to suppcert an early and

generous rescheduling of the Polish debt through the Paris Club.

At the meeting on August 30, the DC decided that the United

States should make no change in its policy on the Polish debt. P
L OJ’A/&/;/L (L .
Issue: Whether : itgi h 1] ( P gt

Qther Bilateral Initiatives

The DC recommended exploratory discussions with the OECD cn the
establishment of an analytic capability in the OECD which could
be used to analyze the Polish (and other East Eurcpean)
economies. The U.S. contribution would be less than $2.5 million
annually.

I
The DC alsc recommended that the U.S. propcse a G-24 Fact Findingl
Missicn to Pcland and Hungary prior to the September 26 G-24 .
meeting; accelerated negotiations for the FY90 food aid program;
and expanded exchanges. All are no-cost initiatives.

There is no need for Presidential decision. d . Nt g
Private Sector Involvement

The DC agreed that the USG should take an active rcle in
stimulating private investment in Poland. Secretary Mosbacher’s
trip to Poland should be given greater visibility and we might
consider a White House Conference aimed at the tusiness community
when he returns. The U.S. could make an effort t

to establish and
announce a target figure for private investment as a part of a
multilateral assistance package for Poland to which U.S. allies
would also be asked to contribute.

There is no need for Presidential decision.

SECGRETF



NATIONAL SECURITY COUNCL
WASHINGTON, D.C. 20806 21080 Add-on

September 6, 1989

MEMORANDUM FOR G. PHILIP HUGHES
FROM: CONDOLEEZZA RICE
SUBJECT: Deputies Committee Meeting on Additional

Assistance to Poland

At Tab I is a cover memorandum for your signature forwarding the
paper (Tab A) for the Deputies Committee Meeting, September 6, on
options for additional assistance to Poland.

, , (. &
Robert kwill and Tim Deal concur.
RECOMMENDATION:

That you sign the memorandum at Tab I.

Attachment:
Tab I Memorandum to Agency Counterparts
Tab A PCC Paper
DECLASSIFIED
White House Guidelines
E.0. 12958, SEC 3.4 (B) September 11, 2008
By e NARA, Dale of//5/0¢

SECRET™

Declassify on: OADR (_S—EC_Q_EF)
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NATIONAL SECURITY COUNCL

WASHINGTON, D.C. 20508

MEMORANDUM FOR

MR. CARNES LORD

Assistant to the Vice
President for National
Security Affairs

MR. J. STAPLETON ROY
Executive Secretary
Department of State

MS. EMILY L. WALKER
Executive Secretary
Department of the Treasury

COLONEL GEORGE P. COLE, JR.
Executive Secretary
Department of Defense

MS. SUSAN NELSON
Assistant to the Secretary
Department of Agriculture

MR. CRAIG R. HELSING
Chief of Staff
Department of Commerce

MR. ROD DE ARMANT
Deputy Secretary
Department of Labor

SUBJECT:

21080 Add-on

MR. FRANK HODSOLL

Executive Associate Director
Office of Management and
Budget

MR. GARY EDSON
Chief of Staff
U.S. Trade Representative

MR. H. LAWRENCE SANDALL
Executive Secretary
Central Intelligence Agency

CAPTAIN ANTHONY MANESS, USN
Executive Assistant to the
Chairman

Joint Chiefs of Staff

MS. MOLLY HAGEBOECK
Chief of Staff

Agency for International
Development

MR. ARTHUR GREEN
Acting Executive Secretary
U.S. Information Agency

PCC Paper for Deputies Committee Meeting on

Additional Assistance to Poland, September 6 }Sf

Please transmit the PCC paper for the Deputies Committee Meeting
this afternoon, Wednesday, September 6, 4:00 p.m., in the

Situation Room. (&)

DECLASSIFIED
White House Guidelines

E.Q. 12958, SEC 3.4 (B) September 11, 2006

By/Z@a_ NARA, Dategofs/ps

Attachment
Tab A PCC Paper

G. Philip Hughes
Executive Secretary
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) .l @ ' _ POLAND Mditionsl Sumn

1. Pood Asstatance
a

USDA and stgaee have focaulated o Proposal for a second
tranche of $30 allifon (a food atd tor Polan + The proposed
414 (e not a1} qratis, dut enzailg Nighly concessional tecas.
A majoc coaponene ot thls gecond tzanche would tespoad to the

ShorRage of aeae products {n Poland. The 8econd tranche would
tnclude,

? 810 alllion ¢ pogy {pcobadbly pockbellies) undec the
8ection ill0 9rant peoqgraa; o

o 810 milli9n of cotton sqeed oil under the SCOAP
tubsidized sale (up o 808 sudsidy) program;

o 310 alilion o Buttaz/dutter ofl under Zection 33
b2 " 3udeidized sale Progaa.

o $10 ®illion {a <otn under iho Section 4% gzant
prtceqranm; and,

0 10 aAllloi in cice o¢ cotion (needed for Mland's
o induozrtoo) in PL-400, Tiele 1, concessiomnal loan

Ptogram. Thig PCi9canm {s contingent on Poland
teaching 3 new Pacis Clud agreemane,

Atelide

The PCC Soncluded that an atclite of food to Poland {g
uneconoeic and ethae & food *Rer9ency does not exise, dye i
would be ¢ Signiticane political and Psychological qe3ure,
sapecially (¢ pocx veLe 2O Do {ncluded, n Upport of the new
Jovernasnl., pQD delieves thae it has leqgal authociey eo
1elife donatad oc USG (oodstygsy unde¢ the McCollua Ace
(Dentna Ace Covers only. donataed toocdseu?fe). 0DOO wuld uyee
U-141 transpore Planes waicsh Cactcy 59,000 pounds (27 one) of
foodgetytts., poye planelcads would nly Rold about 13 of the
donated poek, The toundRzip coge for 3 C-141 wvould de
$40.000. This would de 8bgocded (n DOD dudqget (McCollue
amenduent fundg) provided thae Il -day advance notlce can be
9iven to Cangress, Othetwige, tunding would have 20 come aut
of the Alr Pogce dudget. pco Yould prefez to use XcCollum
anendament funds. g addizjon o POCR provided By the USG, we
understand thae the Polish-Amecican Congzees Nae azreanged for
donat long of dady ?90d and €2ait juices whieh Tould de
Alrltfeed 2o Poland. e tacipient of hg focd assistance

SowPiveNTIAL DECLASSIFIED

PER E.O. 13526
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vould mcet likely pe peivate, chacitadie o¢9anizationg
(poseibdly thq.Charlcy Commission af che Catholic Chucen), The

recipient would have to vory with state-

the donated pocek,

The DOC should decide vhether to tecoamend

that the USG alrljfe 3 poirtion
fork, as o pollttccl/pcrcholoq
racoamends an aicl fe, che oC
fuoud iteag, PCivacely-donated
the two should be airlifed,
Wwpradimately 10 dsys fcoa the

Discussions with the Mazow

owvned (icas to pcacess

t9 the President
ol the food supplies, (ncluding
ical qgestucre. 1If the oC

thould decide whethec only UsG
food items, of ¢ coadination of
(Routine shipping feqQuices

Zast Coast to Gdansk.)

leckl Governaent

The second tranche of the
prapaced withoue cansultetion
Aabassador Daviy €990t s thae
requested the additional food
Maznwiecki{ woyld velcome gsych
aqcicultural {2amg ynder discy
I*herally demanded by Pelish ¢
agl),
113Ccuss 2he Ptoposed U. .3, Prog
Mazowieck| aa scon 23 poesidle

“4acld 3aak Lcang

In nis July 10 speech 2w ¢
Bush encoutagad the World Bank

$250 million (down Crom an o4z

U.3. ftood alid program has been
vith the Poligh Governaent,

Ptine Miniseer Razowiack{ has Aot
a3siatance, al2dough he assumes
asalstance. 3cae of the

s3ion dy the ysg A3y 202 bde {teme

On3uders (e.9., cooN s¢ed
We teccamnsnd thar the OC authorize Asdassadoe Bavias to

2a® wilh Prime Minjacaer

he Poligh Parllameny, Prseideant
to move ahead with an industzial
a9ricultucal ezpoct developaent
8 the value of these loans at
liec eatimate of $32% ailliton).

Fach loan haag deen carofully selected for s29 viabiliey aad

19lf-containaene, Howevee, %o
‘18 that hey 4o aoe Plan 20 p¢

et tor 8 decising un2il Po0land has

peogram” and otdeq ina2ityution
P()l ’nd .

cld Bank officials have informed
8ent thess lcans 20 the Bank
“viadle sacroceccaomic
¢ (t.e., the 14P) acse active in
tadle ceslstance 2tcm ather 24 jor

40c¢ld Bank asadars to 49p2aving the Wocld Bank loanrs befoce an

U.3. policy in receae yed4cs3 has

heen to ¢NCOUrage the IMP and ¥orld B3ank o act {a concezt in

Casds auch as Poland's,
World Bank §0ing tnto s counee
Alone, proceeding withoue 2he

AlRNhough there ace ptacedentsy of the

Y vith aacszoeconcaic difficulties
IMP could send the weonq 3ignal

n the need Loc dtanatlc‘aconoonc geloca,

The OC shauld decide whether to recommend that 2he

President ey up the pcesauce
R4 )0c shacaholders of the Janx

on tha %ocld Jeak, and tha ather
¢ R0 get Ddoezd aukhog izazion fog
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these two Peoject loene peior ¢o Reqotiation of an Ny stand
49reemene. _

-by

). Additiona] Bi{latecal pr tang
N

The ?CC concluded that an 4ppcopciate and tinely aqens R0
Ptovide eddition,) SUppoLt for the Magzowiechk| qoveznment would
be to double the USG coamitaeny :o the enterpeise fund

Tequast thae Congress increase the 82cunet of the tota]
futhor(sation fcoe $100 w{llon to $200 a{ilion Poc lolanq.

the authorlzatton.)

However, there ¥as discussion jin the PCC gqvar vhether we
$hould peopose increasing the Quthozization ot s 2iae or
defec action, gang husdand gy¢ Scarce resources, neil ehe
Me20wiechy Jovernaent hag deviged viadle eConomic refaen

We should de 3vacre that zhe intecnational aftaizsy dudget
(tunce ion 1350) 33 sheinking angd ¥e are already talling shoct on
Stynificane Coamitaents, Puczher, we BUSR 30e0cd 3 add{tional
$1.4 billioa for he Andsan Sountries ag paz of the ndtional
drug dcakegy over the aaat five yeace. 1I¢ we age t0 propose
N additional $199 2i{llioce now toc Poland, ¢ 829uld ccme ag 3
conscloys dectision that we auge increaae the 130 funceica ot

e 3hawid Cong {dec laviting President Jaruzelsk| o¢ Peime
Mintstaec Nazowieck) o the Uniced States for 3 state/otlicial
visie, Prtesideny Jaruselsky fecently hogted President 3y and
4 Tetuzn {avicaeion would de appcopeiste, (¢ the cutrent
Policicel JTOCa8s stays gn trace, Perhape during ehe fiest nale

Solidacity leadec Lech Balesa vill 3¢ 1n pne United geacas in
Movaaber. 7Tae tata Deactaent haeg teccamanded Mae Xe e

fac21ved by Mg Preeideat duclag cthae visie,

SONPIDENTIAL



'« QOthec Bilateral Inictatives

The 2CC t;Qchod COnseAsus on moving forvard on the

tollowing low-coet, no-cost inictlacives:

Prominene dusiness leadecs should be encoucaged o
pacticipate in Secretary Mosdacher's September visit
o ¥Warsav (and Budapeat). ~

G-24 Facz-Pindiag Nission 0 Poland and Hunqarcy peior
to :he Septemder 26 G-24 meaeting.

Speed up neqgotiations foc the 771-90 tood aid progcam
in ordec that the U.3. Progcam can degia ae scon as
poesidie in the new Cfiscael yeat. Such aeqotiations
vill requicte agresment on the use of 2hre coumtsrpare

funds genecrated fzoam the sale of U.3.-donated
toodstuffs.

O8CD Transitional Beoacalas Canter - We could WPpPpoeR
estadlighing an ORCD cantsc 20 dcav on ezieting OBCD
capadilities 20 provide apolitical analysls o€ the
Polish (and othec 2aatecn Bucopean) econcmies. The
QECD centar could help to develop Nesteca analytical
tools neaded for a macher conoay. One 2atimals azets
the cost of asuch a progcam ac arcund 34 aillion
annually wizh coughlyogl alllion coming fzcam the 9.8.
While we have enzered {ink0 a aumber ot a2Tangenmeny
vith non-semders, the U.3, has genecally cesiated
special telationshipe. To avoid 2he apoeacance of a
doudle szandard, the centac wouild have 20 de set up in
3 way that fil2sced (s contace vith the OBCD proper.

Sapand eICchangees -~ Pzomceae peaple-to-pecple programe
to zain Poles ia aritical, non-strategls 2achnicsl
skills. This could iaclude Peace Cocpe programe; USIA

progzass: wockar sachange pcogzama: and agricyliural
exension secvices.

" Whize Rousae Confecence. we could cesucrcect the ldeas

of a White Nouse Confecsnce on Trede and Inveetment in
Saataca Zuzope. Juch g contacence could sectve as the
gatalyst foc the focmation of a U.3./%aa%ecn Rurope
dvaineass Council made up of thae chiaf ezecutive
officers of ssjor 7.8, duainesass,

ae(o!lng the Allies N

The Presidant has commitiad the U.3. to close conguialions
wild our sajoc allies oa Mland. ¥e zeccamead that we congull
with our Summit Seven partnacs and the BZuropean Commission
hefoce pudlicly dnnouncing addizional siepe foc Moland.

w
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7. Note oa Run ar
_J_.!.

The utgency that prompts the Inccrease of food aid to Poland
is not present with Bunqary. Nowvever, an increase (n the
enterpeise fund for Poland would change the previous decision
to give the two countzies equal tceataeat on 4 per capiee
hasis. Poland ngg changed its gqovecnment, b%at Ruagacy appeare
to have taken g couraqeous stand on the questica of Best Cecman

eRigras. We may find (¢ flecessacy to {ncrease aid to Nungarcy
8t a later stage.

R. Majoc Punding Assistance

The OC should coneides -- and an opltlion should bde
Ra1ntalned {oc the President -- vhether khe U.S. stake in the
Success ol the Polish econcaic and political tefocne mecits
subatantial new y.s8, te30UCCes. OQur previecus resecvation
concarning assistance W 3 communigt-dominated ceqise hag
fallen away with the focsation of o Solidacity-led govacnament.
Howaver, the aagnitude of our intarests in Poland and the
teagility of the refoca SCvament thece and (n Zastecn ucope ls
4t Cdds wild our present dudgaetacy comstralnts, Thete i3 a
c=al cisk that ths Adaialstration, faced vitd distarzic
Wppaczunities, would de dlimed foc a failure of the Rasteza
Purope tefacm process, (f in 2he and ¢ g petceived as lacking
the political will eo ceocdear (23 dudgetary priocrities,

All agencies agree that tae Poles mus2 not e celisved ot
the casponeidilicy for ccncalc refoces. Weskeca assistance
will de crucial on 22e 8ar9ias, however, and Poland‘s needs ace
unquaset icnabdble, 9.8, nonfsod aseistance foc FY ‘90, daspite ‘
the Prasident’s vigie, is 32all-scale -- ahowt 930 aillien. A

shilR (n Dudget priociziss Could maxe poesidle such msjor
reapongas ag;

- A Philigpine-like Mulellazecal Assiatance
[aiciative

- 3i9nificant Increase in ne Punding of e
8nterpecise Pund -- Cuzcent PY '90 funding is only
$10 ailljon, A substantisl i(ncrease in the
funding level should tnclude the "up-froms*

appropriation of as auch as one-thizd ol the
total allacetion.

== Capiralisation of s Develogpmen: Bank. !
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September 7, 1989

q%
ACTION Y, Y
ot MEMORANDUM FOR ROBERT GATES ssee"“oqd%
THROUGH : ROBERT BLACKWILL(§> ‘
|
FROM: CONDOLEEZZA RICE C‘Q |
- SUBJECT: Optiocns Paper from the September 6 DC Meeting

The options paper at Tab I describes the recommendations of the
DC and outlines issues for decision by NSC principals. Upon your
approval, the paper will be dispatched for interagency clearance.
We can then prepare a decision memorandum for the President.

RECOMMENDATION

That you authorize Philip Hughes to sign the memorandum to the
Executive Secretaries of the Departments forwarding the options
paper to the Deputies Committee principals.

Approve Disapprove

Attachment
Tab I Options Paper

DECLASSIFIED
White House Guidelines
E.0. 12058, SEC 3.4 (B) September 11, 2006
By %% _NARA, Date g7/[t¥
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|
THE WHITE HOUSE 21080 Add-on 2
\

WASHINGTON

MEMORANDUM FOR MEMBERS OF THE DEPUTIES COMMITTEE

FROM: ROBERT GATES
SUBJECT: Recommendations of the DC on Additional Assistance
to Poland

|
The Deputies Committee met to discuss options for additional |
assistance to Poland on Wednesday, September 6. The DC prepared |
the following recommendations for consideration by NSC

orincipals:

A Food Assistance

The Departments of Agriculture and State have formulated a
proposal for a second tranche of $50 million in food aid for
Poland. Meat is a significant component of the package which
includes:

510 million of cotton seed oil;
SN

|
|
$10 million of pork (probabiy porkbellies);
. \
|
\

$10 million of butter/butter o0il;

$10 million in corn; and,

$10 million in rice or cotton under the concessional loan

. . T '
program which requires Poland to reach agreement with the
Paris Club prior to the grant.

Concern was expressed that the food assistance package might not
address the actual needs of the Poles and that an ill-conceived
package might depress prices and damage agricultural production.

initiate discussions with the Poles on their food requ1 rements.
The Department of Agriculture will have a delegation in Poland o
September 12 and that group will report back, as well, on the
state of Polish agriculture and an appropriate mix of U.S.
commodities. The DC also noted that the food assistance might be
more valuable in December or January when food supplies will be

even more depleted.
DECLASSIFIED
PER E.O. 13526

. 1999- o194-F
SECRET- - - M
Declassify on: OADR SEGR: 2hgheny 'M.

The DC agreed that Ambassador John Davis should be instructed to‘iz
n




Alrlift of Food Assistance

A

The DC was unenthusiastic about airlifting food to Poland. ‘4
Though the Defense Department could absorb the cost through funds
already earmarked, the DC was concerned that an airlift would
unnecessarily increase the general sense of urgency about the
situation in Poland and thus the pressure for the U.S. to do
more. There is no food emergency in Poland and the USG has not
used airlifted food in the past to those areas (like the Sudan)
where a state of emergency has actually existed.
.- The DC recognized that there may be overriding political
*- pressures for a high visibility initiative and noted that an

airlift would be a significant political gesture.

Issue; h ran irli £ u i lan
|
A World Bank Loans
S ank L L

In his July 10 speech to the Polish Parliament, the President
encouraged the World Bank to move ahead with an industrial
development loan, and an agricultural export development loan.
The Bank now values these loans at $250 million. Bank officials
have informed the USG that they do not plan to present these
loans to the Bank for a decision until Poland has a "viable
macroeconomic¢ program.”

Poland from the World Bank loans, the DC recommended against

\

|

l

1 |

| In light of Bank resistance to de-linking an IMF stand-by for

|

| increased U.S. pressure on the Bank to authorize the loans.

|

| Issue: : ' W nk jmmed
| authorizing loans to Poland,
l Additional Bilateral Assistance g%7hvwvﬂﬁﬁfﬁ£5£’££ai

|
|
|
|
|
1
| The DC discussed the pﬁ;siﬁiizz;’;f augmenting the Enterprise ‘
| Fund by $100 million. /&Here is no economic reason to do so since -
| the initial outlays from_Lh§:§§;5:55535§§§é%ed—to be no more than('7 /
| $10 million in FY30. The Fund must be established and commercialtl . .
| experts estimate that the very small Polish private sector will |
| be unable to absorb more than $10 million in the first year. The |
| increase in the allocation for the Enterprise }
Fund could be announced as a political gesture of support and to |
answer Congressional critics who think the Administration package |
is too modest.

Issue; Wh r incr million th uthoriz moun
he P n nterpri

ww:  SEGRET
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High Level Visits

The DC recommended that President Jaruzelski be invited to visit
the United States in the second half of 1990 and that Prime
Minister Mazowiecki be invited in principle.

Issue; Wheth issue invitation Presiden aruzelski an
Prime Minister Mazowiecki,

Debt Relief

The President declared U.S. intention to suppert an early and
generous rescheduling of the Polish debt through the Paris Club.
At the meeting on August 30, the DC decided that the United
s - States should make no change in its policy on the Polish debt. A/A»/’
' b’ Y
Issue: Whether tgo change the U.S. position on the Polish debt. %%’ﬁx

Y=
Qther Bilateral Initiatives

-~ The DC recommended exploratory discussions with the OECD cn the
establishment of an analytic capability in the OECD which could
, be used to analyze the Polish (and other East European)
| economies. The U.S. contribution would be less than $2.5 million
annually.

The DC also recommended that the U.S. propcse a G-24 Fact Findin;r |
Mission to Poland and Hungary prior to the September 26 G-24 - |
meeting; accelerated negotiations for the FY9Q0 food aid program;

and expanded exchanges. All are no-cost initiatives.

|

[ There is no need for Presidential decision. I O By
|
; Private Sector Involvement
\
\

The DC agreed that the USG should take an active role in
stimulating private investment in Poland. Secretary Mosbacher’s
trip to Poland should be given greater visibility and we might
consider a White House Conference aimed at the pusiness community
when he returns. The U.S. could make an effort to estapblish and
| announce a target figure for private investment as a part of a
| multilateral assistance package for Poland to which U.S. allies
would also be asked to contribute.

There is no need for Presidential decision.




NATIONAL SECURITY COUNCL
WASHINGTON, D.C. 20508 21080 Add-on

September 6, 1989

MEMORANDUM FOR G. PHILIP HUGHES
FROM: CONDOLEEZZA RICE
SUBJECT: Deputies Committee Meeting on Additional

Assistance to Poland

At Tab I is a cover memorandum for your signature forwarding the
paper (Tab A) for the Deputies Committee Meeting, September 6, on
options for additional assistance to Poland.

, , V. &
Robert kwill and Tim Deal concur.
RECOMMENDATION:

That you sign the memorandum at Tab I.

Attachment:
Tab I Memorandum to Agency Countervarts
Tab A PCC Paper
DECLASSIFIED
White House Guidelines
E.O. 12958, SEC 3.4 (B) September 11, 2006
ByZZ#¢_NARA, Date o7 o/
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NATIONAL SECURITY COUNCL
WASHINGTON, D.C. 205008

MEMORANDUM FOR

MR. CARNES LORD

Assistant to the Vice
President for National
Security Affairs

MR. J. STAPLETON ROY
Executive Secretary
Department of State

MS. EMILY L. WALKER
Executive Secretary
Department of the Treasury

COLONEL GEORGE P. COLE, JR.

Executive Secretary
Department of Defense

MS. SUSAN NELSON
Assistant to the Secretary
Department of Agriculture

MR. CRAIG R. HELSING
Chief of Staff
Department of Commerce

MR. ROD DE ARMANT
Deputy Secretary
Department of Labor

21080 Add-on

MR. FRANK HODSOLL

Executive Associate Director
Office of Management and
Budget

MR. GARY EDSON
Chief of Staff
U.S. Trade Representative

MR. H. LAWRENCE SANDALL
Executive Secretary
Central Intelligence Agency

CAPTAIN ANTHONY MANESS, USN
Executive Assistant to the
Chairman

Joint Chiefs of Staff

MS. MOLLY HAGEBOECK
Chief of Staff

Agency for International
Development

MR. ARTHUR GREEN
Acting Executive Secretary
U.S. Information Agency

SUBJECT: PCC Paper for Deputies Committee Meeting on
Additional Assistance to Poland, September 6 4S¥

Please transmit the PCC paper for the Deputies Committee Meeting
this afternocon, Wednesday, September 6, 4:00 p.m., in the

Situation Room. &)

DECLASSIFIED
White House Guidelines

E.C. 12058, SEC 3.4 (B) September 1}, 2008
By _L@_LNARA, Date p7//407

Attachment
Tab A PCC Paper

G. Philip Hughes
Executive Secretary

sserer- SECGRET

Declassify on: OADR
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POLAND | Additiongl Ougggtt

l. Pood ASStetance
ﬂ

USDA and State have tocaulated 4 Propossl for a second
teceanche of $%0 ®llllon In food aid for Poland. The Pcopoeed
41d (s not )} qratis, bdut entails highly concessiona] terag,
A majoc Cosponent of thig §6cond tranche would ceepoad o the

shoreaqge of aeae products {n Poland. the 8econd tranche wouldg
include; :

n 810 aillion ne POCt (pcodably Pockbellies) under tie
8ection (110 9tant prograa; .

o $lo 8illian of cotton-sood oil undec the SCOAP
subeidi{zed sale (up to 808 sudeidy) progeanm;

0 810 atlliogn 0l bdutec/buteer oll undec Section 12
Subeidized sale proqgram.

o $10 ®illion {(n co¢n under ihc Section 4l¢ tane
Pfogres: and,

o 810 alllioa {n cice oc¢ cotton (needed for Poland's
lndunttloc) {a PL-4e0, Tiele I, Concessismal 1cen

Ptogram. Thy,g PCogcan (g contingent on Poland
teaching 3 aqe Pacis Clud 8gcsement.

Arelie

The ?CC concluded that an etclite of food to Poland {9
uneconoeic and that & food 9ergency does not exfoe, byt {¢
would be o slgniticane political and pPsychologicael festure,
*specially (¢ POcrk wece to de (ncluded, {n S4pport of the new
Jovecnaent, pQp bdelieves thae It has leqal authority eo
1lelife donated of USG foodetulfs yndec the AcCollum Act
(Dentna age Covers only donated toocdseutte). 0oO would uge
C-141 tcengpore Planes whten Cacry $%,000 pounds (27 tons) of
foodeeyles, Four planeloeds woold only hold sbout 1§ of the
donated pock, The toundRzip coet foc 8 C-141 would de
$60.000. ™Mis wvould bde 4bgorded in poo dudqget (McCollue
Ssendeent fundg) Provided thae 2l-day advance notlice can de
9lven to Congrees, Othervige, funding would have to come out
ot the Alr Pocce budget. poO vould preler to yee NcCollum
88endaent fgndg, In addition o poct provided BY the USG, we
understand thee Che Polish-Anecican Conqreee Nae attanqged for
donaet (cng of dady food ang fruit juices which €ould de
sirlifeed ¢o Poland. The tecipient of ehe food assistance

SeuppeTiAy DECLASSIFIED

PER E.O. 13526
1928~ 0194~ F
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vould scet likely pe pcivate, chacitadle
(possidly the, Charity Cosalseion ol the

A

recipient would have to woeh
the donated pock,

.:-

oc9anigationg
Catholie Chuceh), The

{th state-owned (icas Lo process

The OC should decide vhather to ticoamend tQ the President

thet the USG alrlife 4
Fory, ass a8 politye
tacommends gn sirlite, the OC

foud itasg, PClvarely-donated
the two should be sirliteed,
Ppranimately 10 dayg fcom the

poction
al/psycholoq

Discussiong with the Majgow

ol the food supplies. lncluding
ical qastuce, 1If the oC

thould decide vhathece only UsG
(ood iteas, of cosbination of
(Routine ahipping teqQuires

Cast Cosst o Gdanek.)

leckl Governaent

The rcecond tranche of the

Lo Prepaced without consultar (o

- Anbassador Davig t9pocts that
requested the sddicional tood

Y13Cuss the Ptoposed U,8,

prog
Maznwieckl a3 scon as poes

idble

“arld Bank Loang

‘16 that they do not

plan Ro pr
hracd for 8 decisinn

unzil pol

Progyeas” and olthe inatitutiong (l.e., ¢

Poland,

INP pcoqcem hes bdeen agreed,
heen to eACoUrage the IMP znd
Cas8es auch g8 Poland's,
World Bank §oing i1nto » counee
- proceeding withouyt the

Although there ace

V.8. food ¢lid progcam hag been
vith the Poligh Govetnaent,

Ptiae Minlseer Nazowieck| hgg not
assistance, altdough he sssumes
8saistance. Scae of Rhe

$51on by the USG aay not be {teme

ongueercs (.C'Il co2ien .m
OC authocige Aabageadoc

Davis o
€49 with Prime Minisear

an [adustrial
develapaent
of these loans st

e of $)29% alllion).
ite viabiliey and
8ank oflicials have infocmed
esenl these loans 20 the Bank
and has & “vigdle a4croecondmic
he INP) ace active in

Thece i3 alge congidecadle (eslatance frca other 24 jor
4PpCoving the ¥World Bank loans detoce an

u.s.

policy in recent ye4c3 has
Wor ld

Bank to act la concect in
pcecedents of cthe
Y vith 3actoeconcmic difficylties
INP could send the weonq s3iqgnal

'n the need foc detamatic 8Conomic refocm,

The OC should dacide wvhethe

P Up the pressucse
f4)0e shareholders of the Sank,

Ptestident geg

¢ to reccamand thet the
on the %ocld %eak, end the other
to get dosrd avthocisastion foe

SoRpioRwriAL-




-).

" these two Ptoject loensg ptioc vo Regqotiation of an I grend

.b,
4q9reenent.

3. Additicna) Bilatecral Pecgransg

The PCC Soncluded that an 4ppcopciate ind tinely neeng o
Praovide addition,y Suppoct for the Magowieck| qovernaent would

snd, |n connect lgn with » Ptooldcntlnl 2nnouncement, v cogyld
requeet thae Congeess incresse the 4%0unt of the total
Suthortsetion f¢oq $100 a{llion to $200 afllion for Poland.

(Senator g(ngn l® juoted a¢ Ptoposing trlpling the imount of
the duthocization,)

Hnhwever, thece vag 4lscussion in the pcC Qver whether we
$hould peopose tncreasing the tuthorizaticn o this time oc
. defec action, and husdand oy¢ ecacce tesources, uneil the
LT Mez0viechy Jovernaent hagq deviged , viable econoaie telocn
Ptogrem, and has presented (¢ pq the NP,

e shoyld be Svacte thae the intecnationgl aftafice dudget
(tunce(on 1%Q) 44 Sheinking and Ve are already talling enoce on
- Siynilicene Coanitzenzg, Pucther, we R0k adeoed 3 eddicional
- $1.4 dillion for the Andean Countries as pare of Rhe national
deug Strekegy over the aext Live yeace., 1If we &9 R PCopose
A0 addi1tlong] $100 8i{llloa now (o Poland, (¢ 8h0uld ccae g ]

We should conglder laviting President Jaruzelek| o¢ Ptlne
Minlstecr Nazowieck§ po the Unfeed States for 3 State/ollicial
visie, Preasident Jarutelsk| fecently hogted Peesident gygn and
& tetucn iavicaeion would bde appropeciace, (¢ the cucrent
Polictegl §LOC8s stayy on teact, perhape 44t ing the ficot naly
©f 1990, The State Oepactaene Nds recommended lseuiag aa
invication fo¢ 8 state vigye during thae tinefcanme, Peiae
Minlseec Nazowieck| Could de received 4t a laver dece,
Solidaciey legdece Leoch Haless wil] ne in the Onited Sta%ae |n

Novecbetr., Thg State Depactaent ngg {ecoamended thae Ng )
fecoived dy whe President duclng ehae viele,

-GouPIogwrIAL

s
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“. Other 8{laters) Initlatives

The PFCC t;achcd Condensue on soving focvacrd oa the
tollowing lov-coet, no-coet inltiatives:

-- Prominent businase leadecs should e SACGuLaged to
pacticipate in Scaretacy Mosbachar'e Septomber vielt
to ¥acaav (and Budgpest) .

== G-24¢ Fact-rindiang Nigsion to Poland ond Runqary pecior
to the Septsmder 2¢ G-34 naeting,

-- 3peed up neqotiations foc the PY-90 tood aid ptogcanm
In ocdec that the U.s. Ptogram can bogla aa scon as
poasidle in the nev Cigcsl yeat. 8Such negotiatlions
vill cequice a¢reemant on the use of the couaterpace

tunds genecoted fron the sale of U.85.-donaved
Coodatults.

.- O8CD Transiticnal Bcomoales Cantetr - We Qould suppoce
estabdlighing an O8CD centac to drav oa exieting OBCD
capadilicios o peovide political analysls of the
Polleh (and othecr Badtecn Buropean) eCondaies, The
OECD canec couyld help to devalop Westeca snalytical
tools naeded for o Backet econoay. One eetingtse gets
the coet of auch o Progcem ot arcund 84 atllion
énnvally with ¢euthygxl sillion comlag from the 7.8,
Yhile we Nhave e¢n2eced inko & nuaber of afranganans
vith non-scadecs, the U.3. has Jenetally cesisted
sfpecial telatlonshipes. To svoid the $pPeacance of o
doudle s2andacd, e centec would have to bDe set ap in
4 vay thet filtecred (g contact with the OfCD propect.

.- 82pend eachangee - Ptomote people-20-pecple pzograne
to traia Poles ia Gtritical, noa-gstrategie techalcal
skills. T™is could {include Pecce Cocpe progreae: USIA

prograss; vocker sxchange proqgrams: and a9ricyleurasl
zkension secvicses.

- White Nouse Confecence. wWe could ceguccect the ides
of a White Mouse Confectence on Trade and Investagat in
Bastaca Burope. Puch 4 conlactence could secve ag the
gdatalyet foc the focmation ol a U.9,/%sstera Rutope

Svsiness Counail made up ol the chief ezecutive
offlcece of aajoc 0.9, dusinessss.

. Bcreling the Allies

The Preoaident hag coanitied the U.S. o close conguitations
wvith out 24joc¢ allies oa Moland, Ye reccamead that we consulrl

the Bucopeaa Coomisgion
hefoce pudlicly inaouncing additional steps foc Polsnd,

SouTIoNTIAL




7. MNaote on lungo:l
L )

The utgency that Proapts the Increase of food aid to Poland
ls not present wigh Bungery. Rovever, an increagse (n the
¢nterpciose fund tor Poland would change the peevious decision
to g9ive the two couatries equal treatmeat oa a Per capite
hastis. Poland ngg changed (s governament, bat Buagacy appeare
to have taken s courageous étand on the questioa of Bast Gecman

eRigree. V¥e may (ind (¢ fecessary to Increase ald o Nungacy
at a later staqge,

R. Majorc Punding Assistance

The OC ghould coneidec -- and an option ghould be
teinteined f(oc the President -- vhether the U.$. gtake (a the
Success ol the Polish ecomcaic and political refocns mecits
subetantlial nev y.s,. tesources. Our previous resacvation
cancerning sssistance to o communist-dominated teqiae has
fallen asvay with the foceation of o Solidacity-1led govecnament.
Howvever, the sagnitude of Our interests in Poland and the
teagility of the refoca ®Oveaent there and (n Zastecn uctope ls
¢t odde vith our pregent Budgetacy constraints, Thete (s a
r=al cisk thee this Adalalstraetion, taced with Mistorie
WPpactunities, would be Blamed foc o tatluce of the Baetaeca
Purope cefocn Process, If in the end 1t (g petcelved as lacking
the political will to ceocdec (s dudqgetary priocitiee,

All aqencles 8gree that the Poles aust not b relieved of
the responeidiliey (oc ¥Concalic refocns. Westeca assistance
“ill de ceruclal on the Baryine, however, and Poland's needs arce
unquesticaadle., uy,.g3, noafood essistance foc PY ‘90, despirne
the President's viele, s smaall-scale -- ehowt $30 ajllien. A

shile (n budget priocitles could sake poseidle such major
responges ag;:

- A Philipplae-lire Multllateral Assistance
[nitietive

— Si9niticent Increase in the Punding of the
8ntecrpclee Pund -- Cutcent PY '90 funding 1s only
$10 million., a substantial {ncrease in the
tunding level should Include the “up-fromg*

ppropeiation of as such as one-third of the
total ellocetion.

*= Capitalisation of o Developaent Bank.




