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Security Affairs International Affairs
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SUBJECT : Deputies Committee Meeting on Bosnia NN\

There will be a Deputies Committee meeting on Bosnia
February 14, 1996, from 1:00 p.m. to 2:00 p.m., to be conducted
by SVTS. The agenda is attached at Tab A. Y‘sq\

Exelcuffive Secretary

Attachment
Tab A Agenda

CONFIDENTIAL
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Declassify on: 02/13/06




Withdrawal/Redaction Marker
Clinton Library

DOCUMENT NO.
AND TYPE

SUBJECT/TITLE

DATE RESTRICTION

001b. agenda

Re: NSC Deputies Committee Meeting on Bosnia (I page)

02/14/1996 P1/b(1)

COLLECTION:
Clinton Presidential Records
National Security Council
Records Management
OA/Box Number: 4002

FOLDER TITLE:

DC0259 DC Meeting on Bosnia-Hercegovina, February 14, 1996

2012-0798-F
ke3075

RESTRICTION CODES

Presidential Records Act - [44 UL.S.C. 2204(a))

P1 National Security Classificd Information [(a)(1) of the PRA|

P2 Relating to the appointment to Federal office [(a)(2) of the PRA|

P3 Release would violate a Federal statute [(a}(3) of the PRA|

P4 Release would disclose trade secrets or confidential commercial or
financial information [(a)(4) of the PRA|

PS Release would disclose confidential advice between the President
and his advisors, or between such advisors [a)(5) of the PRA]|

P6 Release would constitute a clearly unwarranted invasion of
personal privacy [(a)(6) of the PRA]

C. Closed in accordance with restrictions contained in donor's deed
of gift,
PRM. Personal record misfile defined in accordance with 44 U.S.C.
2201(3).
RR. Document will be reviewed upon request.

Freedom of Information Act - [5 US.C. §52(b)|

b(1) National sccurity classified information [(b)(1) of the FOIA|

b(2) Release would disclose internal personnel rules and practices of
an agencey [(b)(2) of the FOIA]

b(3) Release would violate a Federal statute [(b)(3) of the FOIA)

b(4) Release would disclose trade secrets or confidential or financial
information [(b)(4) of the FOIA]

b(6) Release would constitute a clearly unwarranted invasion of
personal privacy [(b)(6) of the FOIA|

b(7) Release would disclose information compiled for law enforcement
purposes [(b)(7) of the FOIA|

b(8) Release would disclose information concerning the regulation of
financial institutions [(b)(8) of the FOIA|

h(9) Release would disclose geological or geophysical information
concerning wells [(b)9) of the FOIA|



LONEIDENT TR 20163
NATIONAL SECURITY COUNCIL

DECLASSIFIED E.O. 13526 WASHINGTORN, D.C. 20504
White House Guidelines, February 13, 1996
September 11, 2006

By OC  nara pad HUWIS
2013-61a%+

ACTION

MEMORANDUM FOR SAMUEL BERGER

FROM: ALEXANDER VERSHBOW/ﬁ/
SUBJECT: . Deputies Committee Meeting on Bosnia, February 14,
1996

Attached at Tab A is the agenda for the Deputies meeting on
Bosnia to be held February 14, 1996. The memorandum to the
agencies is attached at Tab I.

RECOMMENDATION

That you authorize Andy Sens to sigh the memorandum to. the
agencies at Tab I.

A pa(oueci M\A/ Disa ﬁarw ed
Attachments

Tab I Memorandum to the Agenc1es
Tab A Agenda

sONEEBENTI AT,

Classified by: Andrew Sens
Reason: 1.5 (b,d)
Declassify On: 02/13/06
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February 14, 1996

UNCLASSIEFIED

MEMORANDUM

TO: Members of the Bosnia ExComm
FROM: State/S/AL ~ Robart L. Gallucci

SUBJECT: Justification for $200 Million Supplemental

Attached is the package prepared for submiseion with the
request to Congress for a recission/supplemental to fund
civilian implementation of the Dayton Peace Accords. The
package includes:

-= A letter from the President to the House Speaker and
the President of the Senate (OMB hasz solicited
comments, and a final wversion should be awvailable
later in the day);

-- Draft legislation for the supplemental;
~- Three page justificaticn for the $200 million;

-= Detailed breakdown of the $200 million package -- pls
note that the paper reflects OSD’s concerns that the
justification be tied as closely as possible to the
TJFOR mission. We have increased funding levels for
infrastrucure and reduced funding levels for the
enterprise finance component. However, we continue to
believe the latter element is crucial to the success
of civilian implementation and needs to funded at
these levels during FY 96.

-= The chart (Tab 2) will be redone prior to the ExComm
to reflect the modifications in funding levels.

We believe the package as now drafted provides a solid
Justification for the supplemental request and look to today’s
1100 ExComm meeting to finalize the package in order that it be
transmitted to the Hill on Thursday.
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Dear ﬂr. ‘Speaker .
President -

. The Unitad States and its’ allies have "begun the
of| bringing peace to Bosnia.

2023855770~

ifficult task

‘Under the agreément brickered by the

doo3

202 B47 18388 2

United States that resulted in the Dayton Peace Acfords, I have .

itted U.S.

zegovina and pledged U.S. help in multlnatzonal
lementation programs.

co

im
th
port. of these efforts. The request seeks
De
Bo
an

Accords.

1 ask Congress to consider
enclosed request. for FY 1996 supplemental =pprppriations in -
$62
artment of Defenme operations associated with [the NATO-led
nia Peace Implementation Force .(IFOR) and Operation Deny Flight,

$200 million for civilian implementation of the.

trocps to a multinational force "ih Bosnia and

ivilian psace
@xpeditiocusly

million feor

The security and success of the IFORImission.g hand-in-hand

with the implementation of all aspects of the Dayton
Ou

Acrorde but .also support IFOR and American troops

sace Accords.

planned civilian programe will not only underpin the Dayton

hancing their

seturity as they perform their mission and fac1§itat:ng their safe

and amooth withdrawal upon its completion

1 hereby, designate the amounts reqﬁéated

refruirements pursuant to Bection 251(b) (2) (D) (i) of
Bufget and Emergency Deficit Control Act of 1985,
Nevertheless, the requested increases in budget authority are fully’
off=et by resc1esiona from funds availabla to
Department, as proposed in the accompany;ng raquest.

The detalls of these requests are set forth in|
letter from the Director of the Office of Management and Budget.

I concur ‘with her comments and cbservations.

Sincerely.

Th Speaker of the House of Representatlves
The President of the Senate

aill'éiiﬁton-

the Balanced
as .amendad.

the anclosed

Dayton Peace

emefgency,

the  Deferise '
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FUNDS APPROPRIATED TO THE PRESIDENT
AGENCY FOR INTERNATIONAI DEVELOPMENT
Assistance for Bastern Europe and the Baltic [States
?OL an additicnal amount for "Assistance for Eastern furope and the
Baltic States” Q Bogpia and Herzegevinpa cluding demining
assistance 200,000,000, of which na o_exceed a o of
000,000 m3 ba angferred to accounts of the Dapartmant of
State, the U.S. Agen oy Tnternaticnal Developmen and the
U;;_*;gd States_ Information Agency for adminis;gtive costs:
Provided, That not to excesg 000,000 of such fundsiand any other
nde aooro-riated unde e game headino fox 1gca _Xﬂﬁl_lﬁﬂﬁ_iﬁ
avag wels gns and leoan
cruarantees. as j.gf;med in section 502 of the Cogg;gaaional Budget
Act of 1974.
This supplemental appropriation provides $200 millicn for civilian

implementation of the Peace Accords in
Herzegovina:
for police monitores and police training, $§5 million
assistance, and $5 million for administrative cost
million of 'all funds made available for Boenia i
available for the subsidy costs associated with de

consistent with the Federal Credit Reform Act of 199

Dayton

The entire amount requested has been designated by th
an| emergency Yrequirement pursuant to the Balance
Emergency Daficit Control Act of 1985, as amended.

$145 million for economic revitalization

Bosnia and
, $45 million
for demining
. Up to §5
n FY 1936 1isg
bt reductien,
0.

Pragident as
H Budget and
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U.S8. Participatij i ivili ementation

of the Daykon Peace Acgcords

The U.5. sent troops to Bosnia to be part of the military
Implementation Force (IFOR) becausa U.S. national interests
required our participation in the military implementation of
the Dayton Peace Accords. As President Clinton and other
Administration officials made clear at the time, those same
interests also require U.S. participation in civilian
implementation of the Dayton Accords.

Significant progress in civilian implementation while IFOR
is still on the ground will help demonstrate to the parties
formerly at war that there are substantial rewards in
maintaining peace even after JFOR withdraws. If we provide
evidence of the benefits of peace, this will ease IFOR’s
mission duting its remaining months, diminish the risk to our
troops while they are there, and help ensure IFOR’s safe and
smooth withdrawal later this year. 1In addition, a substantial
portion of the U.S. contribution to civilian implementation
efforts will be used for activities in the zone in which U.S.
TFOR personnel are located or in areas where the U.S.
Government has special political or strategic interests.

Military and civilian implementation go hand in hand.
Without the secure environment IFOR is designed to create,
civilian efforts will not take firm root. By the same token,
stability in Bosnia -- the basic object of IFOR's work -- will
ultimately turn on our ability Lo help redirect the country and
its people from war to peace.

American commanders in the field have stressad the need to
proceed quickly and decisively with these civilian
implementation efforts., As NATO’s Supreme Commander, General
George Joulwan said recently, "it is on the civilian side that
we will determine whether wea really have true peace and
stability in Bosnia."®

The Dayton Peace Accords aestablish a comprehensive context
for new civilian institutions in Besnia -- for a strong and
integrated Federation, a functioning free market economy, and a
democratic government.. It is vital that during the limited
period of IFOR"s deployment, the people of Bosnia begin to 3ee
the benetfits of peace -- not just an absence of violence, but a
measurable and rising improvement in their lives. That
improvement will be brought about by economic revitalization,
stimulated by reconstruction and reform; political
reconciliation, fueled by the establishment of democratic
institutions; and the return of long-absent friends and family
to secure communities.
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The U.S. has been working with our NATO allies, the World
Bank, and others to develop a comprehensive set of humanitarian
assistance, economic stabilization, police training, demining,
and related programs for Bosnia. The bulk of the cost
associated with these efforts will be picked up by the
Europeans, Japan, the Gulf states, international financial
institutions, and others.

83 part of this international effort, the Administration
intends to provide $200 million in FY 96 to support economic
revitalization and democracy in Bosnia. This is the FY 96
portion of the U.S. contribution of $600 million over three
years in support of Bosgnia’s economic recovery, announced by
President Clinton in Paris at the signing of the Dayton Peace
Accords. In addition, the U.S, civilian peace implementation
program includes $70 million for police training and monitors,
$8.2 million in support of elections and human rights
monitoring, $162 million in humanitarian assistance, and $91.5
million for a variety of other activities, including demining.

The Administration has thoroughly examined all options for
meeting these U.S. costs from International Affairs accounts.
Over sixty percent of our overall costs will be met this way.
However, additional funding of $200 million is required to
ensure the successful implementation of the Dayton Peace
Accords in 1996.

Economic revitalization and reforms must get under way
rapidly to sustain the momentum for peace and directly support
the IFOR mission. This additional $200 million package
contains $145 million for these assential activities, about
three-fourths of which will be undartaken in the zone in which
U.S. IFOR personnel are located. This portion is intended to
fund activities such as financing productive enterprises that
will generate employment, and repairing urgently required
infrastructure and services.

Training of local police, deployment of monitors in an
International Police Task Force (IPTF), and demining have a
direct and immediate impact on IFOR’s mission. IFOR is not a
police force, and its own demining mission is strictly tied to
its own security. Civilian efforts must pick up the slack.
The $200 million supplemental package contains $45 million for
peolice training and monitors, and $5 million for demining.

The final element in this additional regquest covers
operating expenses for the Department of State, USIA, and
USAID. These funds are necessary to ensure that management of
U.S. Government-funded civilian implementation programs is
effective. The package contains $5 million for this purpose.
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A significant U.S. role in civilian implementation efforts
1s a necessary consequence of our leading role in negotiating
the Daytaon Peace Accords and in the NATO-led IFOR mission. As
experience has shown, it is only when the United States leads
that other nations follow - Our own active engagement is key to
attracting the necessary resources, support, and services from
our Eurcopean allies, Japan, and other friends for this
essential effort.
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Urgent Assistance to Bosnia and Herzegovina
in Support of Peace and the Fulfillment

of the Dayton Accords
(draft as of 2/13, 7:00 p.m.)

1emMEeNtal ROQUEST vivieiriinanerercenrorrtrsesseons eretesrentaneaeeaanarrennne $200,000,000

Economic Revitalization ($145,000,000)
Police training and monitors ($45,000,000)
Demining ($5,000,000)

Operating Expenses{$5,000,000)

Total $200,000,000

Introduction

The following describes the President’s request for $200 million in addlitional

funding in FY 1996 to support civilian implementation of the Dayton Peace
Accords.

TAB 1 provides background information on the present situation in Bosnia and
Herzegovina. TAB 2 shows total anticipated FY 1996 United States contributions
to all aspects of the civilian implementation component of the peace
implementarion program for Basnia and Herzegovina ($532.2 million). TAB 3
contains detailed information on the $145 million Economic Revitalization portion
of the $200 million request for programs 10 diminish the risks for IFOR, ease its
mission, and help ensure IFOR’s safe withdrawal. A substantial portion of these
programs will be carried out in the zone of U.S. IFOR deployment. TAB 4 provides
details on the participation thus far of international donars in economic recovery
and reform activities. |

Economic Revitalization........ h Nt teenneaeaneteannnstterannerranen $145,000,000

Under the Daytan Accords, the parties wlil undertake a wide range of activities,
including rehabilitation of infrastructure and economic revitalization, establishment
of political and constitutional institutions in Bosnia and Herzegavina, and the
holding of free and fair elections in accordance with the timetable specified in
Annex lli to the Dayton Peace Accords. The business of economic revitalization --
reform and reconstruction -- must begin immediately in arder to build the
momentum for peace in the region and to ensure that when military forces
withdraw, peace and stability will be maintained.
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This will be accomplished in two principal ways. First, these funds will be used as
part of a multi-donor effort to help the government of Bosnia and Herzegovina
(GOBH) meet its reconstruction needs which require external financing. The USG
will participate in this World Bank-led program through the paralle! financing
mechanisms of its Economic Revitalization program. These USG funds will have an
important leveraging impact on resources from other donors and will be
instrumental in triggering the participation in reconstruction efforts of multi-lateral
financial institutions, including the IMF.

Second, in order to provide rapidly the civilian population with a stake in building
peace, the U.S. will execute written agreements with the GOBH to allocats, in
tranches of local currency (currently Deutchmarks), an amount equivalent to the
total United States contribution for two, quick-disbursing activities: (1) making
urgent repairs of infrastructure and restoration of services -- for use by IFOR
personnel and civillans alike -- such as electric power, water supply and waste
water treatment, salid waste management, roads, bridges and housing, primarily in
municipalities and cantons located in the zone in which United States IFOR
personnel are located, or in which the USG has a special political or strategic
interest; and (2) generating economic growth and employment, including for
demobilized soldiers. These two activities, identified as Municipal Infrastructure &
Services and the Enterprisse Finance programs, will maximize self-help to restart
commerce and restore municipal services.

Using these funds to provide credit to small and medium sized businesses, at
market or near market terms, will facilitate the demilitarization process by creating
employment opportunities to former combatants and others. The economy needs
to generate jobs to absorb the approximately 180,000 troops who will be
demobilized in Bosnia. The faster that former soldiers are praductively engaged in
rebuilding Bosnia’s economy and civil society, the greater the reduction in the
security threat to IFOR personnel and the safer and easier the withdrawal of our
troops will become. To the extent such funds are used for external procurement,
United States and front-line state sources will be given appropriate priority.

Infrastructure repair and reconstruction, including roads and other services, within
the territory in which United States IFOR personnel are located, or in which the
USG has a special palitical or strategic interest, will improve the overall
environment of those forces and help to ensure a lasting peace upon the departure
of U.S. forces. Decislons regarding which infrastructure should be repaired will be
made in close consultation with the United States IFOR command structure, the
U.S. Mission in Bosnia and local officials. To the extent possible, preference and
priority will be given to projects which promote cooperation among multi-ethnic
groups.
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Police Training and Monitors ....... Ceererathrecseanrerartaoncnraan $45,000.000

Pursuant to the Dayton Accords, the United Nagions has created an International
Police Task Farce {IPTF) to monitor, advise, and provide on-the-job training for local
law enforcement personnel in Bosnia and Herzegovina. U.S. troops were not sent
1o Bosnia to carry out police functions; IPTF is the necessary civilian complement
to IFOR’s military role in establishing a secure and stable environment throughout
Bosnia. The IPTF will facilitate the creation of an effective law enforcement
capability by developing competent local police that can maintain security while
respecting human rights. The development of this capability is critical to the
overall success of U.S. policy in Bosnia. |PTF simultaneously will help ensure the
safe and timely departure of IFOR and create the necessary precondition for such

bedrock policy goals as the orderly return of displaced persons and the holding of
free and fair elections.

The USG has pledged to provide 200 of the approximately 2,200 highly qualified
police monitors required for the mission in Bosnia (1,721) and a related mission in
Eastern Slavonia (approximately 450-500). As has been the case with all activities
related to establishing peace in the region, U.S. leadership - through the timely
deployment of our farce - Is key to assuring the active participation of other
Western nations and, ultimately, to guarantee the success of the mission.

Of the funds requested for this activity, $25 million will support, by means of
salaries and equipment, the U.S. contingent of 200 highly skilled police monitars 10
serve in the UN Civilian Police operations in Bosnia and Herzegovina and Eastern
Slavonia. The remaining $20 million will fund a transitional training program for
selected local law enfarcement personnel.

Demining ................... Ce et et eaneneeaveratarsanosrearaaaeanreranrnns $5,000,000

The estimated 3 - 6 million land mines in Bosnia and Herzegovina pose a significant
threat to IFOR, and a large stumbling block during all phases of peace
implementation and economic recovery. Freedom of movement and repatriation of
refugees, repair of natlonal infrastructure, commercial development, agricultural
recovery, and the ability to conduct free and fair elections are all dependent upon
the pace and progress of mine ¢learance operations. For the safety of IFOR and

civilian population, demining support from the U.S. and others is crucial and in our
best interests. :

Of the funds provided under this supplemental request. $5 million would be used
by the United States to help establish a Mine Action Center, an information
clearing house and training/demining center, established by the U.S. in Sarajevo.
Approximately $5 million in other U.S. funds will be utilized to rapidly assist the
opening of this center. As with the other parts of the Economic Recovery
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program, the vast majority of the funds will be provided by other countries and
entities. Given the long term nature of demining activities, this effort will
ultimately be carried out by agencies to be established by the GOBH.

Operating EXpenses. c.cciccceeceievirivavecennsennnnes Creeees creereas $5.,000,000

The final element of the supplemental request is to cover the cost of implementing
these activities. The Department of State, under the Support for Eastern Europe
and Democracy (SEED) Act, is responsible for providing averall coordination of
United States economic recovery effarts in Bosnia and Herzegovina. The United
States Agency for International Development (USAID) and the United States
Information Agency (USIA} will be asked to undertake additional operating expanse
associated with their responsibility for on-the-ground implementation of the
recovery and reform program. The costs of administering these programs were not
included in the annual budget submissions of these agencies for Fiscal Year 1996,
which were prepared and submitted long before the Dayton Peace Accords
seemed possible. A total of $5,000,000 is therefore requested to help cover these
expenses. We estimate that the allocation of these funds will be apportioned as
follows: Department of State ($2,000,000), USAID (§2,000,000), USIA
($1,000,000).

The funds requested herein are in addition to funds otherwise authorized by law for
humanitarian, economic and other assistance in Bosnia and Herzegovina. These
supplemental funds would be available for obligation and expenditure in
accordance with Section 526 of the Fiscal Year 1996 Foreign Operations
Appropriation Act.
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TAB 1

Background on Bosnia

After nearly four years of violent civil conflict, the citizens of Bosnia and
Herzegovina are now taking the first tentative steps towards a lasting peacs. The
war decimated the Basnian saciety and economy, destroying substantial amounts
of productive capacity and infrastructure. Civilian institutions, such as police,
functioned capriciously, if at all. GDP per capita has been reduced to only one-
fourth of its pre-war level. Major national industrias have been shut down and may
not, and in some cases should not, reopen, while many private enterprises have
been equally devastated. High unemployment stands as a major issue certain to be
heightened by the return of demobilized soldiers. The population of Bosnia and
Herzegovina has dropped from a pre-war level of four million to less than three
million. With 1.3 million displaced persons in Bosnia, 900,000 in surrounding
territories, and 800,000 displaced abroad, resettiement presents a major challenge
to the peacemakers, complicated further by the partial or total destruction of 60%
of the housing stock. Because of the ecanomic and social consequences of the
war, many became dependent on international relief assistance.

The United States Government has provided substantial humanitarian assistance
throughout the war (approximately $1 billion, 1991- present). European
contributions for humanitarian assistance over this same period have been more
than twice this sum. U.S. assistance will continue over the next 12-18 months in
the form of food assistance, refugee and displaced persons assistance and
resettlament, temporary shelter materials, clothing, fuel and other ltems critical for
the survival of vulnerable populations, particularly during the harsh winter months.
As longer-term recovery activities take hold, the emergency humanitarian program
will be phased down.

There are positive elaments in Bosnia and Herzegovina's pra-war economic
situation which may smooth the road towards ecanomic reconstruction and
democratic reform. The country has significant productive capacity and potential
for creating jobs. The relative openness of the former Yugoslav ecanomy, the
limited but growing presence of private enterprise, and established links to
international markets during the Communist period can serve as a foundation
supporting post-war recovery. Approximately half of Bosnia‘s pre-war exports
were directed to Western and other convertible currency markets. The country has
a resilient, entrepreneurial, and well-educated population capable of leading the
way to economic recovery and a democratic peace. Also, the country has a
tradition of municipal autonomy and a decentralized administration that offer
promise for local democratic governance.

The Dayton Peace Accords establish a comprehensive context for new civilian
institutions in Bosnia and Herzegovina, balstered by a temporary, international
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military presence (IFOR) under the command and control of NATO. Under the
Accords, the international community has established mechanisms for on-the-
ground coordination of recovery (led by the World Bank), and for political
coordination (led by the Steering Board), The London Peace Implementation
Conference established the office of the High Representative and vested him with
over-all responsibility for civilian coordination. A mini-donors’ pledging canference
was held in Brussels.on December 22, 1995, to solicit first quarter pledges for
economic recavery. A follow-up pledging conference is currently being scheduled
for April 1996.

Within this context, the United Statss civilian implementation program, in full
coordination with the IFOR mission, seeks a stable post-war Bosnia and
Herzegovina with strong Federation institutions, a functioning free-market
economy, and democratic government. During the Implementation Force (IFOR)
deployment, it is imperative that the people of Bosnia begin to see the benefits of
economic growth and recovery and feel they have participated in democracy-
bullding. This will create the necessary atmosphere and framework for a
successful U.S. troop withdrawal. Without such programs, whlich relate the fruits
of peace directly to the people, IFOR’s deployment cannot cement the parties or
the people in the peace process.

The USG envisions a temporary USAID mission in Bosnia and Herzegovina with
three years of recovery and reconstruction funding and closeout by the beginning
of the 21st century, to accomplish these objectives.
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PROPQSED FY 1995-96 BOSNIA PEACE IMPLEMENTATION FUNDING (REVISED)

(3 :n thousands) 21290 102
FUNDING SOURCES
ANTICIPATED $200 M Disaster
PROGRAM DESCRIPTION CIM\ITMENT <3 SEED 96 SEED Supplementz| 08P PKO USIA I#RA oTl P.L.480 cipa
HUMANITARIAN PROGRAMS 162,000 0 0 0 0 Q Q 70,000 32,000 60,000 (
Disaster Assislance 32,000 22,000
Fcod Assistance 60,000 60.C30 (
Refupgee Assistance 70,000 70,000
REVITALIZATION & RECONSTRUCTION 175,600 7,00D 24,500 145,000) a Q Q 0 0 0 {
Reconstruction Finance 85,500 7,000 @
Debt Reduction/Arrears 3,000 3,000 ]
Municlpal Infraslructure & Services 65,000 7.000 12,500 m
Infrastructure Finance/Commercial Qpportunities 2,000 2,000 o k .
ECONOMIC TRANSFORMATION & DEMOCRATIC REFORMS 23,500 [J 23,000 a g 0 500 0 0 0. ¢
Economic Stabilization 17,500 0 17,500 0 Q 0 0 0 0 0 C
Privatization 5,000 5,000
Financial Sectot 4500 4,500/
Enterprise Restructuring 2.000 2,00C
FiscaliTax RefarmiCustoms 3,500 3,50C
Technical Ass't - Financial/Treasury 2,500 2,30C
Democratic Reform 5,000 0 5,500 [4 0 2 5G0 0 Q ) C
Media 1,700 1,200 50D
Electlons & Political Process 2,5C0 2.500
Public Administration 800 800
Judicial Reform 1,000 1,000
POLICE TRAINING AND MONITORS 70,000 ] [ 45,000 0 §00J Q 0 [ 0 20,000
International Police Task Force - US Assessed Share 20,000 20,000
IPTF - 200 US Monitors 30,000 25,000 5,000
Training 20,000 20,000
OSCE ACTIVITIES 8,200 1] 0 D 0 8,200 0 0 0 0 g
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TAB 3

Detailed Description of Economic Revitalization Activities (3145 million)

Economic Revitalization
(Total estimate: $145 million in FY 96 Supplemental.)

A lasting measure of the ultimate success of the IFOR mission will be economic
recovery in Bosnia and Herzegovina. This recovery will require the repair of
physical infrastructure and the initiation of measures necessary to restart
commaearce, restore municipal services, and rehabilitate the housing stock. Bosnia
and Herzegovina faces a severe balance of payments deficit given the need to
import most of the goods and services required for this effort. To ensure that
Bosnia and Herzegovina remain in compliance with a structural adjustment program
supported by the international financial institutions, a substantial portion of USG
resources will go to meeting Bosnia’s priority needs for external financing. To
accomplish this objective, USAID will provide grant funding to the GOBH, with the
equivalent in local currency used to finance the repair of local infrastructure in
selected cantons or municipalities and loans to viable enterprises to jump-start the
economy. In addition, the USG will work closely with the World Bank and other IFI
financing mechanisms to address a limited number of critical energy and
infrastructure bottlenecks.

A. Municipal Infrastructure & Services (MIS)
{Sub-total estimate: $80 million in FY96 Supplemental.)

Through this major new initiative, financing will be made available to participating
cantons and municipalities, primarily in the U.S. IFOR sector, Sarajevo, and
cantons in which the USG has a strategic or political interest. Grants or loans will
be applied to agreed programs for urgent repairs of local infrastructure and
restoration of services -- used by IFOR personnel and civilians alike -- such as
electric power, water supply and waste water treatment, solid waste management,
roads, bridges and housing. These activities, focussing to the extent passible on
multi-ethnic communities, will encourage reconciliation and bring the benefits of
peace more directly ta the people. Once again, the employment generated by
these activities will put former soldiers in civilian jobs, enhancing IFOR’s security.
The grants to cantons and municipalities will help ease Bosnia and Herzegovina's
balance of payments gap, and will support a return to normalcy in areas of U.S.
troop deployment. The emphasis will be on supporting local Federation structures
to attract citizens back to their homes, help them restart normal lives, generate
Income and stimulate economic activity in the local area.

An existing program of small grants through NGOs will continue to support small-
scale recanstruction efforts in the same geographic areas. This program provides
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immediate assistance to commuanities, helping make them more habitable for
current residents and returnees through repair ar reconstruction of housing,
community facilities, schaools, markets, and community centers. The program is a
visible sign to Bosnia and Herzegovina’s citizens of U.S. commitment to the
reconstruction effort. Activities funded by the grants program are identified and
selected In consultation with Federation officials and community leaders and must
provide benefits to a range of communities. This element will be closely
coordinated with micro-enterprise lending activities described &BqQye, as the rapid
generation of employment opportunities is critical to the return 16 normalcy in
Bosnia and Herzegovina’s communities.

B. Enterprisa Finance
(Sub-total estimate: $65 million in FY96 Supplemental.)

This program will provide quick disbursing loans to support the needs of viable
enterprises, primarily in the U.S. IFOR deployment sector and in Sarajevo. During
IFOR’s depioyment to Bosnia, both local armies in Federation territory -- the
Bosnian Croat and the Bosniac forces -- will downsize drastically. This downsizing
facilitates IFOR’s misslon to create aR-stable and secure environment in Bosnia. It
also points up, however, the urgent need for the creation of employment
opportunities for civilian and demobilized troops alike. The resumption of economic
activity will enable former fighters -- and others -- to return to work, earn a living
wage, and acquire a stake in a lasting economic recovery. This will directly
enhance IFOR’s security, both while it is on the ground and when it withdraws.

This revolving facility will use existing commercial banks with full USG oversight
and monitoring. Loans will be made on a non-cancessional basis to viable firms
with a strong likelihood of repayment to provide short-term working capital and
finance medium-term capital investment, including imports, equipment and
construction. Preference will be given to firms in manufacturing, agro-processing
or other sectors which support restoration of food and industrial production and
which stimulate employment or exports. High priority will be given to ensure
equitable distribution of credit along ethnic lines. There will be limits on loan size,
currently estimated at $400,000 (equivalent) maximum, and on exposure to a
single borrower. Repayments will be used for future lending. The program will
provide assistance to eligible firms to develop business plans and supporting
documentation to allow them to apply successfully for credit. In addition, the
program will support a quick impact micro-lending program to be administered by
NGOs experienced in micro-enterprise development. The micro-lending element
will be closely coordinated with community-based municipal infrastructure and
services activities described below.
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TAB 4

Donors’ Participation in Economic Revitalization Activities

Overall peace implementation needs in Bosnia include urgent humanitarian
assistance and all aspects of civilian implementation, including support for
economic recovery and reforms, police training and monitors, elections, and human
rights. '

The Warld Bank and IMF have conducted a "needs assessment" in which the USG
concurs. This assessment brought together World Bank estimates of priority
reconstruction needs in Basnia over the next three to four years of §5.1 billion
with other medium-term financing needs. It concluded that Bosnia will require
some $6 billion in external financing over the next 3 years. Of this, $3 billion is to
be coverad by individual donor states; the rest by International Financial
Institutions, debt reductions and foreign direct investment.

It is our firm belief that peace In Bosnia serves a primary European political and
economic interest and, therefare, Europe should provide the lion’s share of
Bosnia’s reconstruction assistance. At the Brussels mini-donors conference in
December, for example, $633 million in new and ongoing commitments were
pledged for the first quarter of 1996. Pending Congressional approval, the U.S.
pledged, $62.7 million. The total EC and EC member states pledges were $306
million, or the "lion’s share™ of the overall pledges. (See following table of
Brussels Conference pledges).

We believe that a U.S. contribution of 20 percent of the total World Bank estimate
of bilateral aid required, or $600 million over the next several years, is absolutely
essential to long-term U.S. interests in the Balkans and to maintaining our overall
leadership of the Dayton peace initiative. Influencing Bosnia’s political and

economic recovery comes with a price tag, but it is important that we participate
in @ significant way. '
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MEMORANDUM FOR

MR. LEON FUERTH

Assistant to the Vice
President for National
Security Affairs

MR. WILLIAM J. BURNS
Executive Secretary
Department of State

MR. J. BENJAMIN NYE
Executive Secretary
Department of Treasury

COL. ROBERT P. MCALEER
Executive Secretary
Department of Defense

AMB. RICK INDERFURTH

Office of the Representative

of the U.S. to the
United Nations

SUBJECT: Summary of Conclusions,
Bosnia, February 14,

February 23, 1996

DR. GORDON M. ADAMS

Associate Director for
National Security &
International Affairs

Office of Management and
Budget

MR. RICK E. YANNUZZI
Executive Secretary
Central Intelligence Agency

MR. AARON S. WILLIAMS

Executive Secretary

Agency for International
Development

COL. F. C. WILSON
Secretary, Joint Staff

Deputies Committee Meeting on

1996  tS)_

Please pass to Deputies the Summary of Conclusions attached at

Tab A. (SN

Attachment _

Tab A Summary of Conclusions
SEERET

Classified by: Andrew Sens

Reason: 1.5 (a) (d)
Declassify on: 2/22/06

tive Secretary
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ACTION

MEMORANDUM FOR SAMUEL BERGER

THROUGH:: ALEXANDER VERSHBOW/P/

FROM: JOHN F. FEELEY, JR.g%g

SUBJECT : Summary of Conclusions for the Deputies Committee

Meeting on Bosnia, February 14, 1996

Attached at Tab A for distribution to Deputies is the Summary of
Conclusions from the Deputies Committee meeting on Bosnia held
February 14, 1996.

RECOMMENDATION

That you authorize Andrew Sens to sign the memo to the agencies
at Tab I.

Approve V// Disapprove

Attachments
Tab I Memo to the Agencies
Tab A Summary of Conclusions

SHCREF—
Reason: 1.5 (a) (d)
Declassify on: 2/22/06



