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ACTION MEMORANDUM FOR THE DIRECTOR, OP8/NIS TASK FORCE

8 { APR —
FROM: OPS/NIS Task Force, Paul O'Farrel%$<i’ﬁimp£/

SUBJECT: Project Authorization for the Democratic Pluralism
Initiatives Project
Project No. 110-0007

8

PROBLEM: Your approval is required to authorize the Democratic
Pluralism Initiatives Project for the New Independent States
(NIS), at a level of $25.0 million life-of-project. The Project
Assistance Completion Date (PACD) will be four years from the
date of first obligation.

BACKGROUND: 1In the wake of the dramatic collapse of the Soviet
economic and political systems, the United States has initiated a
coordinated effort to assist the NIS in their economic and social
transformation into democratic, free-market societies. Assisting
the New Independent States in creating and nurturing the full
range of democratic institutions, processes, and values is one of
the highest priorities of our overall assistance program for the
region. This project will be a principal mechanism for A.I.D.'s
assistance in this area.

Dominated by the principles of popular choice and a respect for
individual rights, the ways of democracy broadly defined are:
equal vote by secret ballot, equal rights to compete for
political power, equal rights to express views and see them
reflected in a pluralistic political process, equal rights to
organize for political ends within the rule of law, and equal
rights to participate in the clash of opinions. The absence, or
at best infancy, of these principles is common to all of the New
Independent States, as are structural problems that involve
building the legal entities of ¢ state. On the other hand, each
of the states has particular characteristics which need to be
addressed as it attempts to establish democratic structures.
A.I.D.'s assistance must, therefore, be abla to address both
region-wide and country-specific problems in constructing
democratic societies.

Democratic development in the NIS can be divided into four broad
areas for assistance: political and social process, independent
media, rule of lawv, and democratic governanc)y/public
administration:

Political an@ sccial process refers to the extra-
governmental institutions through which citizens can
organize and express their political interests. Typically,
democratic political parties, independent labor unions,
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public interest groups, and other civic and professional
assonciations fill that function institutionally, and free-
and-fair elections do so procedurally. The populations of
the NIS have had little experience with such extra-
governmental institutions.

A viable independent media will ensure that people have
access to truthful information and a forum for open
expression of public opinion. The media, both print and
electronic, played a crucial role in the dramatic reform
movement in the former Soviet Union. It is essential to the
democratic development of the NIS to ensure that this role
flourishes and expands into a firm tradition of a free
press, especially in the face of possible authoritarian
impulses. Severe economic austerity poses a threat to both
successful existing operations and budding efforts in the

media sector.

Democracy depends on a civil society which operates within
the rule of law. The existing legal structures in the NIS
do not reflect fundamental premises of stable judicial
systems, such as impartiality, transparency, justice and the
rights of the individual. In general, the populations of
the NIS have had little experience with using the judicial
system as legal recourse for disputes, and lack confidence
that such a system will produce just, impartial results.

After years of centralized rule based on decisions of the
Communist Party, new government structures need to be
developed at national and local levels, based orn principles
of democratic governance. There is a tremendous need to
define the roles of and between the various levels of
government. Government institutions at all levels will be
attempting to resdefine their operations in a fluid, and
potentially chao*tic, situation. Developing local level
ownership of demccracy will mean developing credible and
functicning local government bodies that respond to local
needs. Government officials, especially at the local level,
lack training in key areas. Assistance is needed by
reformers who must now grapple with all of the problems of
public administration.

The magnitude of need in these four areas is enormous. Of most
immediate and vital importance are those activities which are
most likely to ensure the support and sustained participation of
the general population in the transformation tc democracy. Given
the current context of widespread uncertainty, it is critical to
build an understanding of democracy, and channel popular opinions
and grievances through democratic channels. Strong, legitimate
non-governmental institutions for the expression of political
opinion and interest, including the independent media, are the
highest priorities for initial funding. Elections assistance
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will also be critical. While some assistance to help reformers
establish the building blocks of constituitional government and
sound public administration merit attention at the outset,
substantial, longer-term support should be deferred until there
are freely elected gcvernments.

DISCUSSION:

The purpose of the Democratic Pluralism Initiatives Project is to
assist in the political and social transformation of the states
of the former Soviet Union from a one-party, centralized
communist regime to pluralistic democracies.

The project has been designed to provide a flexible and
responsive framework for U.S. assistance. The design provides
for a number of entry points in the nascent democratic scene,
with the recognition that needs and the pace of change will vary
from state to state. The assumption is that changes in focus and
resource levels will be necessary as project implementation
proceeds, with adjustments in response to the evolving situation
in the region.

This four-year project, as more fully described in the attached
Project Memorandum (TAB A), will support activities in the four
areas discussed above. The geographic focus will be broad, with
an attempt to include as many of the new independent states as
possible. In addition to Russia and Ukraine, Central Asia will
be specifically targeted for support. Support will be channeled
through direct grants (or contracts) and through transfer of
funds to other U.S. government agencies, and will includc
technical assistance and training, with limited commodity
procurement, as appropriate.

Each project component is discussed below, with identification of
initial activities. Organizations cited for support have
submitted unsolicited proposals or have notified A.I.D. that they
are preparing them.

* Political and Social Prccess: Priority for initial funding
will be given to political party development, labor union
development and civic education. With the initial tranche
of funding, grants are anticipated to the National
Democratic Institute (NDI), the International Republican
Institute (IRI), and the AFL-CIO, through its Free Trade
Union Institute (FTUI). NDI would support (1) political
party development in Russia, Ukraine and Central Asia, (2)
training in civic organization, with a focus on voter
education and citizen responsibility, in Russia, Ukraine and
Central Asia, and (3) other activities to promote citizan
awareness of and involvement in political issues. IRI may
support civic education and political training programs in
Russia, Ukraine and the Central Asian Republics. FTUI plans

3




to support an independent union press, a labor training
program in Central Asia, and U.S. training for trade union
leaders. Future funding is anticipated for elections
support, and assistance to other types of organizations that
promote public awareness or channel public interest.

* Media: Two areas will receive priority funding: (1) TV
production studios, in order to get independent news and
public opinion programs on NIS television, and (2)
indepaendent news agencies, in order to ensure the financial
viability of the independent print media. Using funds from
the initial tranche, a grant is anticipated to the Internews
Network, to establish an independent television news
distribution system. Support for print media is also
planned for the initial tranche, perhaps through an Inter-
Agency Agreement with USIA. It will include some expendable
materials, such as newsprint, but will emphasize training in
business, management and marketing to lay the foundation for
financial viability. Sustainability of both television and
print media within a market economy will be an underlying
theme for media support.

* Rule of Law: Priority will be placed on new
constitutions, revised criminal, civil or constitutional
laws, and general legal procedures in order to build the
infrastructure for an independent judiciary. The most
immediate focus will be on providing technical assistance to
assist with drafting constitutions and revising legal
procedures to construct a basis for further reform of the
legal system. Initial support is anticipated through a
grant to the American Bar Association, which is planning a
program of workshops, consultations, resident experts, and
exchanges in the above areas. (Other initial support in
rule of law is already underway through an Inter-Agency
Agreement with the State Department, funded under the
Democratic and Economic Initiatives (DEI) Project, No. 110-
0001).

» Democracic Governance/Public Administration: Assistance
under this component will focus on opportunities which
demonstrate clear linkages to democratic institution-
building. Initjal, broad-based support in this area is
funded under the DEI Project 110-0001, through an Inter-
Agency Agreement with USIA for its public policy program.
No project funds are budgeted from the initial tranche of
funds for this component. Future support could include
assistance to democratically-elected legislatures and
assistance to local governments and to the decentralization

process.

In order to better analyze the evolving situation in the NIS and
ensure that democracy assistance remains relevant and
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appropriate, a small amount of funding will be available to
support analyses, studies, and seminars on democracy in the NIS.

The following is a summary illustrative budget:

SUMMARY ($ 000)

FY 92 Life of

Project

Political/Social Process 4,000 11,000
Independent Media 2,850 7,000
Rule of Law 1,000 3,000
Democ. Gov./Pub. Admin - 3,650
Information/Seminars 150 150
Evaluation - 100
Audit - 100
TCTAL BUDGET 8,000 25,000

DESIGN AND REVIEW PROCES88: In the interim pending adoption of
specific procedures for the NIS Task Force, we have followed for

this project the design, approval and authorization procedures
established for Eastern Europe projects, which otherwise meet
A.I.D. regulations and policies. Appropriate clearances have
been sought and a formal intra- and inter-agency review of the
PDP was undertaken on March 27, 1992 (TAB B). The State
Department's Coordinator's Office has participated in the
development of this project and has cleared it.

CONGRESSIONAL NOTIFICATION: The.Congressional Notification
expired on March 21, 1992. A copy is attached at TAB C.

ENVIRONMENTAL CONSIDERATIONS8: The Project will finance technical
assistance, training and limited commodity procurement and, as
such, has no significant environmental impact. Programs which
involve technical assistance and training are excluded from
examination under 22 CFR 216.2(c) (1) (i) and 216.2(c) (2)(i). The
IEE is contained at TAB D for your signature.

¢ Goods and services procured
under the Project shall have their source and origin in the
United States (Code 000) for foreign exchange costs or in the
cooperating country for local currency costs. A formal
determination under Section 604 (a) of the Foreign Assistance Act
of 1961, as amended, was approved March 30, 1992 by the lDeputy
Secretary of State to remove the NIS from the category of non-
Free World countries (TAB E). Local procurement within one ¢
the newly independent states will %e conducted in accordance with
chapter 18 of A.I.D. Handbook 1B.
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AVAILABILITY OF FUNDE: Funds in the amount of $8.0 million have

been apportioned to A.I.D. from OMB. Future funding will be
provided incrementally, subject to the availability of funds.

IMPLEMENTATION:

Monitoring: Overall project supervision and monitoring will be
the responsibility of an A.I.D. project officer with expertise in
democratic initiatives. 1Initial monitering will be conducted
from Washington, supplemented by staff assigned temporarily or
permanently to A.I.D. offices in the NIS. AID/W and field office
staff will meet periodically with and review progress reports
provided by implementing organizations. Implementing
organization travel to the field will be cleared in advance with

appropriate A.I.D. staff.

Quarterly reports will be required of all project implementors
(grantees, contractors and participating agencies). Project
Implementation Reviews will be conducted on a semi-annual basis.
Periodic field assessments will be undertaken with the frequency

necessary for good project management.

A inter-agency Project Steering Committee will be convened
periodically to review overall project policy, strategy and
management. One important task of this committee will be to
reagssess project priorities based on implementation experience,
the activities of other donors and projects, and political
developments in the NIS. The Committee will be composed of
appropriate members of U.S. agencies participating in the project
and other relevaunut U.S. Departments.

Evaluation: Each grantee, contractor and implementing agency
will prepare an evaluation plan to be approved by A.I.C.

Project funds will be made available to finance external
evaluations as necessary. A mid-term evaluation may be
undertaken by A.I.D. to determine overall project progress and to
recommend necessary modifications.

Audit: Grants, contracts, and Inter-Agency Agreements executed
under the project will provide that the audit and inspection
requirements set forth in the Inspector General Act of 1978, as
amended, shall apply. A.I.D.'s Inspector General shall ensure
full compliance with all applicable provisions cf tha Act.

Host Country Duties and Taxes: A Circular 175 authorization was
obtained from the Deputy Secretary of State on February 4, 1992
permitting negotiation of U.S.-NIS states agreements covering
these matters (TAB F). Negotiation should commence shortly.
These written arrangements will include appropriate language
concerning aid recipients' responsibilities and contributions,
duties and taxes, as well as audit -ights. The written
arrangement will insure, jinter alia, that A.I.D. funds are not
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used to pay host country duties or taxes, that site inspections
by the IG may be made and that A.I.D.-financed commoditie; will
be used only for project purposes.

8 TO CHEC 8: State completed checklists for all States
of the NIS except Georgia on January 17, 1992 and February 27,
1992. Copies of those classified documents are on file in
OFS/NISTF. Assistance may be extended to Georgia in the near
future; however, this will be done only after a checklist is
completed, and after "taking into account" matters are reviewed
and approved by the Administrator specifically for that State.

Because certain states of the former Soviet Union are indebted to
U.S. citizens, the Secretary of State issued a 620(c)
determination on January 20, 1992 that program activities may
proceed based on national security considerations. The
determination is attached at TAB G.

All "taking into account" matters were reviewed and approved by
the Administrator on March 27, 1992 (TAB H). Orie matter needed
consideration. It was that, pursuant to FAA Section 620(l), OPIC
has initiated negotiations but has not yet executed investment
guaranty agreements with any of the eleven states to whom we plan
to render assistance, but that assistance be permitted to flow to
these states under the circumstances. (Note: On April 2, 1992,
the first OPIC bilateral agreement between the U.S. and the NIS
was signed with Armenia.)

AUTHORITY: On September 10, 1991, the Secretary of State signed
a Section 620(f) determination (TAB I) to permit assistance for
the former Soviet Union. You have authority to authorize this
project pursuant to Interim Reorganization Delegation of
Authority No. 10 dated March 30, 1992 (TAB J).



RECOMMENDATION: That by signing below and where indicated you:
(1) authorize the Democratic Pluralism Initiatives Project, No.
110-0007, a four year activity which involves planned life-cf-
project funding of $25.0 million, subiect to the availability of
funds; and (2) approve the Initial Environmental Examination (TAB

D) .
Approved: l{/ﬂ &ok—-@'\w&—
Disapproved:
APR 10 7
Date:
Attachments:
TAB A - Project Memorandum
TAB B - Minutes of Intar-Agency Meeting, 3/27/92
TAB C - Congressional Notification
TAB D - Initial Environmental Examination
TAB E -~ 604 (a) Determination dated 3/30/92
TAB F - Circular 175 Authorization dated 2/4/92
TAR G - 620(c) Determination dated 1/20/92
TAB H - Action Memorandum to the Adirinistrator, 3/27/92
TAB I - 620(f) Determination dated 9/10/91
TAB J - Interim Reorganization Delegation of Authority No.

10 dated 3/30/92



Clearances (Project No. 110-0007):

OPS/NISTF: JWiles (DRAFT) Date (4/3/92)
EUR/DR: GHyman (DRAFT) Date (4/8/92)
OPS/NISTF: JNandy____ (DRAFT) —_ Date (4/7/92)
OPS/NISTF: JBourgault__ (DRAFT)___ Date (4/7/92)
GC: TGeiger_ D w2 —~ Date ¥-§-%2_
OPS/NISTF/FM: INesterczuk g@g Date X{32
OPS/NISTF: HJchnson__ ¢~ Date
OPS/NISTF: BTurner £ T .- Date g 2
STATE:

D/CISA: CRufenacht 4 Date _4/9/72
EUR/ISCA: CMartin (DRAFT) __ Date (4/6/92)

drafted: OPS/NISTF, RFanale 3/20/92
RFANALE\DOCS\AUTH.DPI



TAB A
Project Memorandum

Deimmocratic Pluralism Initiatives Project
New Independent States (NIS) Regional
Project No. 110-0007

BACKGROUND:

The dramatic collapse of the Soviet Union presents an historic
opportunity for a transition to a more peaceful and stable
international order and the gradual integration of the new
independent states (NIS) into the community of democratic nations.
It replaces a single familiar empire with 12 new countries which
have initiated one of the most -mbitious democratic experiments of
all time. Based on a series of action plans developed 1in
conjunction with the January 1992 Coordinating Conference held in
Washington, an initial A.I.D. program for the region has been
developed. It has six objectives: to encourage free market
economic systems; promote democracy; meet urgent humanitarian
needs; convert defense-oriented economies; promote bilateral trade
and investment; and increase the efficiency of the energy sector in
the new states. This project is a principal component of the
regional program.

PURPOSE:

To assist in the political and social transformation of the states
of the former Soviet Union from a one-party, centralized communist
regime to pluralistic democracies.

RATIONALE:

In his December, 1991 speech on the Soviet Union, Secretary of
State James Baker outlined three tasks for U.S. engagement in the
Soviet Union beyond humanitarian assistance. The first is to
assist in destroying and controlling the military remnants of the
Cold War, the second is to help build political legitimacy, and the
third is to aid in establishing free markets and stable economies.
Specifically concerning political legitimacy, the Secretary stated
that "we must help our former adversaries understand the ways of
democracy to build political legitimacy out of the wreckage of
totalitarianism." This project is designed to directly address
this task, while at the same time complement the overall U.S.
effort in the former Soviet Union. A democracy component is
crucial because free markets and free societies go hand in hand:
attempts to. construct free markets in closed societies are at best
inhereatly problematic, an¢ :.ost likely unsuccessful.

\
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Dominated by the principle of popular choice and a respect for
individual rights, the ways of democracy broadly defined are:
equal vote by secret ballot, equal rights to compete for political
power, equal rights to express views and see them reflected in a
pluralistic political process, equal rights to organizc for
political ends within the rule of law, and equal rights to
participate in the clash of opinions. The absence, or at best
infancy, of these principles is ccmmon to all of the new
independent states. The states alsc share structural problems of
democratization that involve building the legal entities of a
state, such as a depoliticized court system, a lawful shift toward
a market economy and an even-handed conversion and distribution of
state property to private property. In addition, the states have
particular characteristics and problems which need to be addressed
and which will shape any democratic structure they establish:
widely different minority populations with 1long=-standing
traditions, religions, «cultures, and institutions; various
memories, mutual grievances and hostilities; rival historical
claims to political or territorial rights; and so forth. In short,
the attenpt to construct democratic societies will be an attempt to
meet certain comiicn problems (with certain common solutions) and an
attempt to meet certain distinctivz problems (with distinctive
solutions).

Assisting the new independent states in creating and nurturing the
full range of democratic instituticns, processes and values -- and
avoiding the pitfalls of violent communalism -~ is one of the
highest priorities of our overall assistance program. Towards this
end, this project will address the following areas:

* Political and Social Process: Democracy depends on extra-
governmental institutions through which citizens can organize
and express their political interests, ultimately through
free~and-fair elections. Typically, cdemocratic political
parties, independent labor unions, public interest groups, and
civic and professional associations f£fill that function
institutionally and free-and-fair elections do so
procedurally. The populations of the NIS have had little
experience with such extra-governmental institutions.

Under the communist regime, single candidate elections were
the norm. New political parties face the challenge of
overcoming a strong negative image, as the general public's
perception of political parties is based mainly on its
experience with the Communist Party. In general, political
parties and community organizations vhich have emerged in the
NIS tend to be coalitions of individuals with often dissimilar
views united primarily by their opposition to the Communist
Party and its system. With the demisa of the Communist Party,
these ccalitions, such as the RUKH in Ukraine, are likely to
split apart. That is acceptable, perhaps even desirable, so
long as they maintain their commitment to the democratic
process. However, it is one thing to be an underground
movement and another to play a constructive role as a



political party in a democratic system both within and outside
the legislature. This project will provide assistance to
democratic political parties in that transition.

The development of a democratic free trade union movemert in
the NIS will be :ritical to durable democratic institutions.
Worker unrest ir general and a perception by workers that free
markets and democratic institutions work only to their
disadvantage pose serious potential threats to social peace
and to political and economic development.

Priority for initial funding will be given to political party
and labor union development as well as civic educatien to
build an understanding of democracy. Future funding will
target setting up the mechanisms tc ensure that elections take
place in a free, open and fair manner, and support for other
extra-governmental institutions.

Independent Media: Regardless of the structure of

institutions which ultimately govern the republics, and
regardless of which individuals are in leadership positions,
a viable and independent media will ensure that people have
access to truthful information and a forum for open expression
of public opinion.

The media, both printed and electronic, played a crucial role
in the dramatic reform movement in the former Soviet Union,
with coverage of the August coup exemplifying the importance
of the media ‘n a democratic society. Even prior to the
reforms, underyround presses kept debate and public expression
alive under the communist regime. It is essential to the
democratic development of the new independent states to ensure
that this role flourishes and expands into a firm tradition of
a free press, especially in the face of possible authoritarian
impulses. Under the Soviet reyime, media operations were
centralized and highly subsidized by the government. These
subsidies are rapidly disappearing. Severe economic austerity
poses a threat both to successful existing operations as well
as budding efforts in the media sector. Newsprint shortages
are causing newspapers as established as Pravda and as
important as Democratic Rugsia to shut down operations. The
independent media in the NIS need technical assistance,
training and commodity support. It will be important to
emphasize marketing and business management skills as well as
technical expertise to ensure the financial viability of the
independent media.

Rule of Lavw: Democracy depends on a civil society whose
citizens understand the democratic process, respect the rights
of other citizens (and minority groups) to disagree, settle
disputes through a legitimate and just legal system, and
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pursue their own lives and their own political beliefs vithin
the rule of law.

The NIS has a long legal history and a plethora of lawyers,
but the exigting legal systems are not based on fundamental
premises of the rule of law. The legal systems in the NIS are
in a period of flux, as a majority of the republics are
drafting new constitutions (the Soviet constitutions remain in
place until these are drafted). Existing legal systems lack
legal codes and standards for practice. In general, the
populations of the NIS have had little experience with using
the judicial system as legal recourse for disputes, and lack
confidence that such a system will produce just, impartial
results. On the positive side, reform leaders espouse the
need to build a "rule of law" state, despite the lack of a
basis from which to build such a state.

Project assistance will support the establishment of stable
judicial systems, based on impartiality, transparency, justice
and the rights of the individual. Priority will be given, at
least initially, to activities which will help construct the
basis for further reform of the legal system and help create
an independent judiciary, among them assistance in drafting
constitutions, revising legal procedures, and criminal law
reform. Some of these needs are already being funded under
Project 110~-0001, through start-up support for legal advisors
and training. (This project will not focus on efforts to
reform commercial laws or regulations, as these are more
appropriately addressed through private sector initiatives.)

ion: Developing
local-level ownership of democracy means developing credible,
functional lccal government bkodies that respond to local
needs. Decentralization to democratically elected local
governments will help inculcate democratic values and
traditions at the iocal level and make democracy more visible
and meaningful for the local population, for whom confidence
in democracy has tc be earned.

After years of centralized rule based on decisions of the
Communist Party, a new role for national and local governments
is slowly evolving in the new independent states. The
governments of the republics are basically the same structures
which existed prior to the reform movement, with the
fundamental difference being the absence of the parallel and
more powerful Communist Party structure. These structures
tend to be very cumbersome, with many players, especially in
the legislative branches (for example, there are over 1000
deputies in the Russian Congress of Peoples Deputies). Beyond
the national governments, the republics are broken down into
many different administrative units, ranging from ethnically-
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based autonomous republics and non-ethnic administrative units
(eblasts) to raions and cities. Each political unit has its
own Soviet (legislature), and executive branch. Management
and decision-making continue to be from the top, with local
governments attempting to define their role as systems are
reformed. There is tremendous need to define the roles of and
between the various levels of government, including revenue
collectors and jurisdictions for services. Government
officials, especially at the local level, lack training in
public  finance, organization and management, program
implementation, policy analysis and basic governance.

Assistance 1is needed by neophyte reformers who must now
grapple with all of the problems of public administration.
The reformers, by definition, have little if any experience
administering the public's business. That inexperience is all
the more problematic in the potentially chaotic, revolutionary
environment in which they now operate, and in the context of
a political tradition in which all business was defined as the
public's business: in the absence of a private sector, all
problems come to the government.

Broad-based assistance in the area of public administration
will, at least initially, be funded through Project 110-0001.
However, once democratic reforms are well under way within
governments, public administration reforms will be more
closely tied to democratic reforms. The project may provide
assistance in public administration, and will target
opportunities which focus on linkages to democracy building.

All of the areas described above merit assistance. However given
the limited resources available, the many problems which need to be
addressed, and the broad and diverse populations we hope to serve,
priorities have to be set. 1In setting priorities, we consider
those areas which will ensure that democracy takes hold in the
general population to be of most immediate and vital importance.
Particularly in the context of deep uncertainty, the necessity to
channel popular opinions and grievances through legitimate,
democratic channels is crucial. The potential alternative is
demagogquery, revolution, chaos, and a return to totalitarianism
imposed by the promise of a return to order. Therefore, support
for extra-governmental, legitimate institutions for the expression
of political opinion and interest, including the independant media,
will be of highest priority for initial funding under this project.

Developing effective legal systems will be an enormous t.ask which
will likely merit increasing assistance as the building blocks for
a rule of law regime =-- ©political stability, cemocratic
constitutionalism, etc.-- are established. As a first priority,
project support will help establish constitutional frameworks and

basic procedures. Although a modest program in public
administration will be made available to reform-committed
|



governments under Project 110-0001, substantial technical and
material assistance to the present governments is, in general, the
lowest priority for this project.

Project activities will be selected taking into account other U.S.
government assistance. In particular, support for a new
foundation, the Eurasia Foundation, is anticipated through another
project. Detailed programmatic areas for the Foundation are now
being developed, and one of its priority areas is anticipated to be
democratic initiatives. Particular emphasis is likely to be given
to supporting a range of indigenous civic organizations. Given the
overall magnitude of need in this sector in the NIS, duplication of
effort is unlikely as long as there is ongoing coordination of
effort. A.I.D.'s procedures for program implementation review and
planning will help ensure this coordination.

Project assistance---levels, priorities and timing~--will also be
influenced by collateral assistance provided by other
organizations. For example, the National Endowment for Democracy
(NED) and its core institutes, the National Democratic Institute
for International Affairs (NDI), the International Republican
Institute (IRI), and the Free Trade Union Institute (FTUI) of the
AFL-CIO, have been engaged in democracy-building programs for over
a year using Congressional appropriations. Private foundations,
like the Soros Foundation, are also active in the former Soviet
Union. Multilateral organizations (the World Bank, the European
Community, the Organization for Economic Co-operation and
Development, etc.) are currently funding public administration
efforts in Central and Eastern Europe and may soon do so in the
former Soviet Union. Allocation of resources in this project will
take into account the activities of these other organizations.

BROJECT DESCRIPTION:

The project design is intended to provide a flexible and responsive
framework for U.S. assistance. The design provides for a number of
entry points in the nascent democratic scene, with the recognition
that there will be more progress in some states than in others. It
also recognizes that, as the needs of different states shift, so
must the shape of democracy assistance adjust. The assumption is
that changes both in focus and in resource levels will be necessary
as implementation proceseds.

Due to the importance of democracy building in the entire region,
the geographic focus of this project will be broad, with an attempt
to include as many of the new independent states as possible. 1In
addition to Russia and Ukraine, Central Asia will be specxfically
targeted for support under project components.

Implementation will be through direct A.I.D. management of grants,
cooperative agreements and contracts, or transfer of funds to other
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U.S. Government agencies, as appropriate. Four broad components
for support have been identified, consistent with stated
priorities. The project will provide technical assistance,
training and some commodities in support of these components.
Initial activities under each component are discussed below:

* Political and Bocial Process: Initial emphasis will be or

civic education to spread democratic ideas, and the
development of democratic political parties as partisan non-
governmental interest groups. Handbook 13 grants are planned
with the Natjoral Democratic Institute (NDI) and the
International Republican Instjtute (IRI), who will undertake

a combination of short-term technical assistance, in-country
training and seminars, and some equipment procurement for
these purposes.

The Natjonal Democratic Institute (NDI) has submitted an

unsolicited proposal to build on work it has undertaken in the
former Soviet Union since 1990. NDI proposed to support: (1)
political party development (including party organization,
role i elections, rcle in parliament, and role in
strengthening civil society) in Russia, Ukraine and Central
Asia, through in-country seminars and intensive consultations;
(2) training in civic organization in Russia, Ukraine and
Central Asia working in such areas as voter education and
citizen responsibility; (3) other activities to promote
citizen awareness of and involvement in political issues. NDI
proposes to implement its program through resident advisors in
Russia, Ukraine and Kazakhstan who would coordinate NDI
activities in their country or region. Activities will
concentrate in, but not be restricted to, these states. NDI
has a proven record in the former Soviet Union, and is poised
to begin project implementation immediately.

The Intexnatjonal Republican Instjtute (IRI) has already
received National Endowment for Democracy (NED) support for
civic education and political training programs in Russia,
Ukraine and Kazakhstan. On-going work includes seminars and
symposia as well as provision of written and audio-visual
materials. Target groups include the Democratic Russia
Movement and its member organizations, the RUKH Movement and
affiliated parties in Ukraine, and pro-democracy groups in the
Central Asian region. IRI has a proposal in process to
conduct seminars, workshops and exchangas on party issues
tailored to the diverse needs of the various political forces
in the NIS. It is likely to focus on Russia, Ukraine and the
Central Asian Republics.

In the aftermath of the post-communist transition, coalitions
are dissolving and reforming. IRI and NDI are both cognizant
that any selection of parties to support can be very
sensitive, and that they must strive to maintain and reinforce
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a non-partisan image in NIS in the highly volatile political
party situation. ‘

Assistance for labor union development is planned through a
grant to the AFL-CIQO, through its Free Trade Union Institute
(FTUI). This organization has been providing extensive
support to free labor unions in the NIS for the pasc¢ two
years, including organizational support and assistance in
drafting labor laws. FTUI has submitted an unsolicited
proposal for a program to complement its ongoing union work in
the NIS. It has three assistance areas: (1) support
(commodity and training) for independent union press; (2) the
creation of a Center for Democracy, Human Rights and Labor in
Kazakhstan to effectively extend labor training programs to
Central Asia; and (3) long-term U.S. training for Russian and
Ukrainian trade union leaders to expose them to labor
practices in the west.

Future funding under this project component will include
elections support, with an emphasis on establishing permanent,
non-partisan electoral commissions charged with running free
and fair elections. In orcler to develop the necessary
mechanisms to support free and open elections, one possibility
would be to buy-~-in to the centrally funded cooperative
agreement with the JInternatior ' ecti
Systemg (IFES), manaced by the R&D Bureau. IFES is preparing
a proposal to support the development of permanent elections
commissions in the NIS, and can provide technical assistance
on the administration of free and fair elections, as well as
training and commodities in support of these elections.

Future funding for the Political and Social Process Component
may also include grants to othar organizations which support
creative, local democracy ideas. Two possiblities are the
Asia_Foundation and the National Endowment for Democracy
(NED) . Other topics of possible funding include: the
peaceful resolution of irter-ethnic and inter-republic
disputes, educational reform, public awareness activities, and
general assistance for public interest groups and other non-
governmerital organizations.

independent Media: The Independent Media component of this
project may be supported by both Inter-Agency Agreements with
other U.S. organizations, and Handbook 13 grants. Two areas
will receive priority funding: (1) TV production studios, in
order to get independent news and public opinion programs on
NIS television and (2) independent news agencies, in order to
develop marketing skills and business management expertise for
ensuring the financial viability of the independent print
media. A grant is anticipated to the Internews Network, which
has submitted an unsolicited proposal to establish an
independent television news distribution system. The
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Independent Media Fund has expressed an interest in media
assistance in NIS. For print media, an organization may be
competitively selecced for a grant. As the independent media
program develops, ot.uer organizations may also provide
assistance.

Sustainability will be an underlying theme for media support.
For print media, the project will finance some expendable
materials, such as newsprint, to meet immediate needs, but
only in the context of support which, at the same time, helps
to build the capacity for longer-term solutions. With the
growth of market economies, there will be both the possibility
and the incentive for both television and the print media to
be viakle private sector enterprises. Project assistance will
support training to help build business, management and
marketing skiils within the media, to lay the foundation for
future self-sufficiency in a market environment.

Rule of Law: Initial priority will be given to support for
drafting constitutions; developing or revising constitutional,
criminal and civil laws; developing an independent judiciary;
and instituting the rule of law through adequate procedural
and substantive guarantees. A.I.D. expects to receive an
unsolicited proposal from the American Bar Association (ABA)
for initial support in these areas. The ABA proposal will be
based on its program in Central and East Europe (CEELI), and
includes the following channels for assistance: (1) technical
assistance workshops which focus on a particular substantive
area of the law; (2) emergency consultations, designed to
respond to urgent requests by recipients; (3) resident experts
for longer-term assistance; (4) sister law schools; and (5)
legal exchanges and internships. ABA programs attempt to be
request driven and focus on working as partners with
recipients, an appropriate means to address the rule of law
needs in these emerging democracies.

Future implementation modalities for the Rule of Law component
may include transfers to USIA or the State Department's Bureau
for Human Rights and Humanitarian Affairs, as well as A.I.D.
direct grants.

v t on: Initial
broad-based support in this area is being funded under Project
110-0001, and therefore no project funds are budgeted for this
component in the initial tranche of funding. After the
appropriate political groundwork has been laid, possible areas
of support may include: assistance to democratically-elected
republic and local level legislatures; assistance targeted to
civilian control over the military; and assistance to support
local governments and decentralization.
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In order to better analyze the evolving situation in the NIS and
ensure that democracy assistance remains relevant and appropriate,
a small amount of funding will be built into the project to support
analyses, studies, and seminars on democracy in the NIS&. These
activities will be implemented through a buy-in or a contract with
an institution (or institutions) capable o0of providing these
services.

PROPOSED LIFE CP PROJECT PUNDING: $25 million
OBLIGATIONg: FY 1992: $8 million. FY 1992 obligations are

planned for no later than June 1992. All obligations are subject
to the availability of funds.



ILLUST VE BUDGET:
AID Financial Input FY'92 Life of Project

(by Project component)’

000 ($000)
Pol & Soc Process 4,000 11,000
1. Pol. Parties &
Civic Ed. & Org. 2,800 6,000
3. Labor Unions 1,200 3,000
4. Election Support - 1,000
5. Loc.Dem.Init. - 1,000
Independent Media 2,850 7,000
1. TV/Press/Radio 2,350 6,000
2. Journalist Train. 500 1,000
Rule of Law 1,000’ 3,000
Dem Govt & Pub Admin - 3,650
1. Public Admin. 1,950
2. Other 1,700
Information/Seminars 150 150
Evaluation 100
Audit 100
TOTAL 8,000 25,000

' Individual technical assistance grants within components

will include training/seminars/commodities.
? fThe $1 million budgeted here is in addition to the
$250,000 being transferred to State/HR for rule of law activities
under Project 110-0001.

k]

FY 1992 funding of $2.25 million is being transferred to
USIA for a public administration program under Project 110-0001.
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IMPLEMENTATION DETAILS:

*

Monitoring: Overall project supervision and monitoring will be
the responsibility of an A.I.D. project officer with expertise
in democratic initiatives. Initial monitoring will be
conducted from Washington, supplemented by staff assigned
temporarily or permanently to the regional A.I.D. offices in
the NIS. AID/W and regional office staff will meet
periodically with and review progress reporis provided by
iaplementing organizations. Implementing organization travel
to the field will be cleared in advance with appropriate
A.I.D. staff.

Quarterly reports will be required of all project implementors
(grantees, contractors and participating agencies). Project
Implementation Reviews will be conducted in Washington on a
semi-annual basis. Periodic fi2ld assessments will be
undertaken with the frequency necessary for good project
management.

A inter-agency Project Steering Committee will be convened
periodically to review overall project policy, strategy and
management. One important task of this committee will be to
reassess project priorities based on implementation
experience, the activities of other donors and projects, and
political developments in the NIS. The Committee will be
composed of appropriate members of U.S. agencies participating
in the project and other relevant U.S. Departments.

Evaluation: Each grantee, contractor and implementing agency
will prepare an evaluation plan to be approved by A.I.D.
Project funds will be made available to finance external
evaluations as necessary. A mid-term evaluation may be
undertaken by A.I.D. to determine overall project progress and
to recommend necessary modifications.

Audit: Grants, contracts and Inter-Agency Agreements executed
under the project will provide that the audit and inspection
requirements set forth in the Inspector General Act of 1978,
as amended, shall apply. A.I.D.'s Inspector General shall
ensure full compliance with all applicable provisions of the
Act.

¢ A Circular 175 authorization
was obtained from the Deputy Secretary of State on February 4,
1992 permitting negotiation of U.S.-NIS states agreements
covering these matters. Negotiation should commence shortly.
These written arrangements will include appropriate language
concerning aid recipients' responsibilities and contributions,
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duties and taxes, as well as audit rirhts. The written
arrangement will insure, jinter alia, that A.i.D. funds are not
used to pay host country duties or taxes, that site
inspections by the IG may be made and that A.I.D.-financed
commodities will be used only for project purposes.

PROPOSED CONTRACT MECHANISMS: The primary method for implementing

A.I.D.-managed activities will be through grants (including
cooperative agreements) and Inter-Agency Agreements (IAA). Grants
will be awarded in accordance with Handbook 13 requirements. When
the need to respond rapidly ¢to assistance requirements sc
justifies, waivers of full and open competition may be sought.

OTHER PROCUREMENT ISS8UES8: Goods and services procured under the
Project shall have their source and origin in the United States

(Code 000) for foreign exchange costs or in the cooperating country
for local currency costs. A formal determination under Section
604 (a) of the Foreign Assistance Act of 1961, as amended, was
approved March 30, 1992 by the Deputy Secretary of State, to remove
the NIS from the category of non-Free World countries. Local
procurement within one of the newly independent states will be
conducted in accordance with chapter 18 of A.I.D. Handbook 1B.

ENVIRONMENTAL CONSIDERATION8: The Project will finance technical

assistance, training and limited commodity procurement and, as
such, has no significant environmental impact. Programs which
involve techniczl assistance and training are generally
categorically excluded from environmental examination under 22 CFR
Environmental Procedures, Sections 216.2(c) (1) (i) and
216.2(¢) (2) (i) .

RISKE:

1. Democracy is said to take root most easily in societies with
a large middle class whose population enjoys a fairly high
rate of literacy, have democratic traditions, value human
rights and rule of law, and have open and accountable
government institutions. Viewed this way, the democracy
balance sheet for the NIS 1looks bleak. After years of
Communist rule, there is fragile peace and no prospeiity.
Certainly there is no democratic tradition in any of the
states of the former Soviet Union. Military intervention and
the threat of authoritarianism remains a possibility in all of
them. The window of opportunity for supporting pluralism in
the former Soviet Union may turn out to ba very fleeting.
This post-communist transition faces very real and serious
problems.
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Assessment: The strategic challenge will be to act quickly to
support short-run democratic reforms that set a longer-term
stage while avoiding the risk of having any reform slowed down
by interest-group politics or civil unrest. Easier said, less
easier done. Populations in economic, social and political
crisis will be tempted by non-democratic solutions,
particularly in light of their non-democratic pasts. While
the fledgling democracies in the states are buffeted by many
potentially disabling problems, these states are looking for
a sympathetic, reliable and activist U.S. presence. The
careful pacing and sequencing of “amocratic reforms will be
essential, determining what needs to come first and what can
follow later. Consistent with this challenge, the project
will be designed with built-in flexibility to respond to the
changing social, institutional and political context for
democracy activities. It is not possible to predict the final
outcome of democratic forces in NIS. We can strive to instill
a respect for the workings of the democratic process and to
support its basic institutional foundations. Periodic
implementation reviews will be scheduled to assess the need
for adjustments in emphasis, financing or implementation
arrangements for project components.

The sovereignty of and relationships among the states remain
in flux. Internal state structures and policies need to
evolve without outside interference. However, assistance
activities could result in a real or perceived interference by
the U.S. in this evolving role of self~-government and organic
commonwealth relationships.

Assessment: The potential for U.S. assistance activities to
interfere or appear to interfere in the national debates of
sovereign states can be minimized by focusing activities on
technical problams which ar2 not an issue in the debate and by
reaching an understanding witu all the democratic players as
to the appropriate assistance, counterparts and assisted
entity, and monitoring mechanisms. The most sensitive area is
the assistance to political parties and democratic trade
unions. Such assistance should be available on an equitable
bagsis to all of the parties committed to the democratic
process. On the other hand, we are under no obligation to
support authoritarian, totalitarian, communalist or
irredentist forces merely to provide the formality of equal
treatment. We do not propose equal treatment as between
democratic and non-democratic forces. We support the former
and oppose the latter. As to inter-republican disputes, we
are interested in process more than outcome. So long as state
relationships are established peacefully and democratically,
the degree of integration among the states is not a matter of
U.S. national interest. The commonwealth may be nothing more
than a transitional arrangement to complete independence.
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Their separate rediscovery of national identities dces not
preclude a later rediscovery of mutuality.

3. As planned, the project will provide grants to several U.S.
organizations for long- and short-term technical assistance.
In addition, other U.S. Government agencies may be used to
implement components of the project. These agencies include
the Department of State, Justice and USIA. Coordination and
control will be difficult with so many actors.

Assessment: At this point the Bureau for Europe has
significant experience with complex coordination of a range of
democracy implementors working in a number of Eastern Europe
countries. Results to date have been reasonably favorable.
That experience will provide a basis, perhaps a model, for the
NIS assistance program. Experienced A.I.D. and PSC personnel
will be required to help manage and coordinate project

activities.
c CCO SHMENTS:

1. Responding rapidiy to requests for technical cooperation;
building confidence and strengthening relationships with the NIS.

2. Supporting the preparation and implementation of essential
democratic reform measures.

3. Setting the stage for short- and long-term technical
cooperation to help tra:isform the NIS into free-market democracies.

TIMELINY -

April 8, 1992 Authorizatica Memorandum signed
April 13, 1992 PIO/T (for NDI) to OP

April 20, 1992 PIO/T (for Internews) to OP
April 20, 1992 PIO/T (for AFL-CIO to OP

April 20, 1992 PIO/T (for ABA) to OP

April 27, 1992 PIO/T (for IRI) to OP

May 31, 1992 All initial grants signed



TAB B

INTERAGENCY REVIEW OF DEMOCRATIC PLURALISM INITIATIVES PROJECT
NEW INDEPENDENT STATES REGIONAL
March 27, 1992, 3:00 PM, Rm. €320 NS
March 13, 1992

SUMMARY MEMORANDUM OF CONVERSATION

PARTICIPANTS: Representatives from State, AID, USIA, and CIA
(list attached). Chair: Barbara TURNER, NIS Task Force.

DISCUSSION: Ms. TURNER opened the meeting by asking Mr. HYMAN to
introduce the planned democracy program for the NIS. Mr. HYMAN
summarized the program's four general areas of support and cited
the need to move quickly despite the lack of detailed
information. He also pointed out that dramatic reqional
differences and a rapidly changing situation demand flexibility
on the part of those promoting democratic development. Ms.
TURNER inquired about mechanisms which will be put into place to
obtain accurate and timely information on the creation of
democratic institutions in the NIS, especially as we consider the
next tranche of funding for the project. Mr. HYMAN noted that
there would be access to regular government reporting, as well as
information from the grantees' field staff. When questioned by
Ms. Turner, he agreed that seminars and other fora for dialogue
with various experts would be of particular assistance, and
should be an :.rea the project can support.

Ms. VOLKER questioned whether organizations which do not appear
in the project document will be considered for funding. Mr.
HYMAN answered positively, but cautioned that it would not be
wise to fund more individual grants than can be effectively
managed. Ms. VOLKER supported this point.

Ms. SCHWARTZ cautioned that it may not be wise to provide all
funding for rule of law to one organization, and that, in
particular, STATE/HA would like to remain involved. Mr. HYMAN
clarified that the amount budgeted with the first tranche of
funds is allocated, but that the life-of-project budget for this
category will allow for other organizations and agency programs
to be funded. Ms. TURNER reiterated that there may be additional
funds this FY and that future funding decisions will be based on
consultations with State and the broader inter-agency group. She
also pointed out that, with reference to the entire program, it
is important to support private sector organizations that can
leverage other support.
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Mr. KOCH asked whether the IMF grant through USIA will have a
training component, and noted that the IMF's training program in
the Baltics got mixed reviews. Ms. BOURGAULT said that initial
media support should include training in marketing and management
for media organizations. There was some discussion of the media
component for the first year, and the role that USIA would play
in training as opposed to the activities IMF or another
organization would undertake. Several wondered about IMF's
capacity tc ebsorb funding. Mr. HYMAN and Mr. KOCH agreed that
this would not be a problem, since they tend to get underway
quickly. Ms. VOLKER mentioned another media proposal which needs
to be lcoked at before making the final decision on the initial
media budget. Ms. TURNER agreed that AID, State and USIS staft
would discuss the matter further and agree on a breakout,
especially given the doubts about the IMF, but that this decision
would need to be reached very quickly.

Ms. VOLKER wondered whether the project would provide adequate
flexibility to fund the "Democracy Centers" in the future. Ms.
Turner stated that the project as it is currently written could
incorporate this initiative, through a future amendment, but that
it might be more appropriate to fund this initiative through a
stand-alone project. Ms. VOLKER and Ms. TURNER agreed that the
topic needed further discussion.

Ms. DI CARLO wondered whether there was adequate emphasis on
civic education. Mr. HYMAN responded that this is a priority
area for the project, and that additional civic education
activities would be considered for funding in the future. Ms.
TURNER requested that this be clarified in the project document.

Ms. VOLKER asked for additional information on the project's
geographic focus. She noted that Central Asia does not appear to
be a priority, and that it should be . NDI has expressed
interest in working there, as have others. There was general
agreement that the document should be clarified to show that,
while all states are eligible for assistance, there will be a
nigh priority given to Central Asia.

Ms. SCHWARTZ requested that the paper better reflect that rule-
of-law activities are an immediate priority, especially given the
ongoing training program funded through project 0001. Ms. TURNER
agreed.

Ms. TURNER closed the meeting by summarizing agraed-upon actions.
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AGENCY FOR INTERNATIONAL DEVELOPMENT
ADVICE OF PROGRAM CHANGE
CCUNTRY: New Independent States Regional
PROJECT TITLE: Democratic Pluralism Initiative
PROJECT NUMBER: 110-0007
FY 1992 CP REFERENCE: None
APPROPRIATION CATEGORY: Economic Support Fund (ESF)
LIFE~-OF~PROJECT FUNDING: $25,000,000 ESF Grant
INTENDED FY 1992 OBLIGATION: $8,000,000 ESF Grant

This is tc advise that A.1.D. intends to obligate $8,000,000 for
the Democratic Pluralism Initiative Project in the new
independent states (NIS)\ of the former Soviet Union as follows:
$4,400,000 in FY 1991 " onomic Support Fund (ESF) carryover grant
funds originally programmed for Pakistan; and $3,600,000 in

FY 1992 ESF grant funds. This is a new activity which wvas not
included in the FY 1992 Congressional Presentation. Life~of-
project funding for the program is $25,000,000. Life of project
i» Lwul years.

This Project will assist in the political and social
transformation of new independent states of the former Soviet
Union from one-party, centralizad Communist regimes to
pluralistic democracies. '

Annex: Activity Data Sheet



AGENCY FOR INTERNATIONAL DEVELOPMENT

ACTIVITY DATA SHEET

noonal: MNev Independent States Reglional CF o1 (o
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o WMo s PROZCY g ) 25,000
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Ruscast Yo aseist ia the pelitical aad sccisl trenstorsstion of
now indopondent states (K10} of the former Soviet Union from & one-
party, contrslised commmalist cepime to pluralistic democreclies.

Mmciazound: T™me drametis collepee of the Soviet Ualon pressate an
historic opportuaity fer & trensition te a msore pesceful and otabdle
intermstional order and the gradudl Istepratien of the now
indopontont stotes inte the coummaity of dmmecratic matioms. The
United Siates hae & vital Interset in the snccese of thils
transition. Bosed en o sorise of sctien plane developed In
coajunciion ith the Jassary 1992 Coordiseting Conference held In
Seshington, aa initisl A.1.0. progran for 2he region has baeon
davsloped. It Do ola ebjectives: o encoursgs fres-sarbet
sconcaie eystens) prerste democrecy) meet wrgeat b fterian Se)
convart defosse-arioated econusise) presote bileteral trede and
investment) and insrsess the eofficliency of the anergy secter in iNe
row otaten. Thio prejoct 1o & principal component of this progras.

2roinct Dasczistian' The Bemccrotic Plurzaliss Initiative (DPI1)
Project will provide techaicsl sssistance, treining ond equipment to
asnist ia the dovelopasat or otrongthening of damocratic govermance,
indopandent medis, the ruis of low and poiiticsl sad soclial process.
A.1.D. will isplement the Preject In seversl weye incluwding, but mot
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the 813 with which the 9.5.0. has o3 2bliched diplomatic reletions
wil) bs argeted for sssistence.

Pemocratie Geveraance: Public sdninistration training end technicel
assistance will be provided te nowly elected legieistures to
satabiieh procedurse which ara both dssscrstic and stfective. 1In
eddition, olected oftficiale will be trained In order to institute
democratic ideale. B tive br » st all levele will aleo
receive aseletanse te lnstlitute damocratic end affective govermance.

Indogondent Media: Tochaical sssistesce will be provided to support
the oatedblishment ond murturing of C(roe and (ndependent papers
snd radie and television stations. Traiming will be provided to
indupsndont jouzmalists.

Fule of Laws 70 establioh the rule of law in the Siates of the BIO,
constitutions, crisinal and civil lows will be developed or revised,
judges trained, and dwe procoss of low ostadblished.

Politicel snd Socliel Processs Bemocracy doponde on eatre-
overnmental institutions throwgh which citisens can orgonise ond
onpress thelr political intereste. Bemscratie political parties,
independent 1ador whions, public isterest greupe, professienad
sesociations, and the 1ihe f11) that fenction inetitutionally. Pree
ond felr elections de eo procedurally. Oamscracy depends sloe on o
clvil society whose clilssns waderstand the demeceatie pracess and
rospect the righte of other citissne jend eirority grewps) to
dlsagres, pursue thelr own lives end theilr peliticel beliefs within
the svle of law, ond organlas Ime privete veluntary orgenisstions
t® purevs their 1ives and political sgendes with jide-ainded
citisons. The project will provide techalcsl sosistence ond
treining to swpport this process.

Beiatlonshiz ok the Rrolect ko A.L.B, Stxatemyr Thie project fe
integral toc A.1.0. ' otrateogy of Dullding free merhete ond
ésmocestic socisties. Bac® of the componente Lo designed te
contribute te democrakisstion Ln tic socieotieoe of the NIP.

Bepsficiazien: The imssdiste beneficiaries will be the geveramanis!
institutions snd aon-governments) ecrgenisations that secelve
tochnicel assistance, trsining snd commsditios. The uitimate
bensficierios will be the pecple of the NIS whe will enjey & more
opan end ds_oOcratic sociemy.

s The 9.6.6. conmtribution will
Topresent & substaniiel portion of the DPL funding svalladle for
democracy sctivitios In the otates of the NIS. A.1.0. will work
closely with other dondce o9 they sre ldentified.

8.1.0.-Fioanced lapute Life-at-Proisct (5000}
Technical Assistance 37,000
Tralning 6,000
Commodit ies _4.000

TOTAL, 23,000
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TAB D

INITIAL ENVIRONMENTAL EXAMINATION

PROGRAM COUNTRY:
ACTIVITY:

FUNDING:

PERIOD OF FUNDING:
STATEMENT PREPARED BY:

RECOMMENDED ENVIRONMENTAL
ACTION:

DECISION OF
DIRECTOR/NIS TASK FORCE:

PFCTSTON OF
ENVIRONMENTAL
OFFICER:

New Independent States

Democratic Pluralism Initiatives

$ 25.0 million

FY 1992 - FY 1996

R. Fanale, OPS/NISTF

Categorical Exclusion under A.I.D.
Regulation 22 CFR 216,
Environmental Procedures, Sections

216.2 (c)(1)(i) and 216.2
() (2) (i).

%z uwé,_/%;wkﬁ

Approved

Disapproved
APR 10

Date

Wbl 0. 1

Apgproved

Disapproved

Y- a- %2
Date
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OF THE ENVIRONMENTAL IMPACT OF
OCRA M v OJECT, NO. 110-0007

A. DESCRIPTION OF THE PROGRAM:

The purpose of the project is to assist in the political and
social transformation of the states of the former Soviet Union
from a one-party centralized communist regime to pluralistic
democracies. The project will fund technical assistance and
trainming in four general areas essential to a transition to
democracy in the NIS. The first is political and social process,
O¥mthe role of extra-governmental institutions through which
citizens can express their political interests. The second is
development of independent media, whether print or electronic.
The third is the rule of law, or assistance to support stable
judicial systems. The fourth is democratic governance and public
administration, including both national and local governments.
Initial project emphasis will be on political party and labor
union development, civic education, the media, and selected rule
of law activities. Areas of project focus will be adjusted over
the life of the project, within the broad framework set forth
above, depending on the evolving context for democratic
development in the NIS. Some commodities (e.g., office equipment
and supplies, and some equipment and supplies for radio and
television broadcasting and newspapers) will also be financed to
support these efforts.

B. RECOMMENDED ENVIRONMENTAL ACTIONS:

A categorical exclusion from A.I.D.'s Initial Environmental
Examination requirements is proposed. Most project resources
wiil ke used to finance technical assistance, training, and
studies. There will be some limited commodity procurement. No
construction is financed. A.I.D. Environmental Procedures 22 CFR
Part 216.2 (c) (1) (i) and Section 216.2 (c)(2) (i) provide
exclusions for programs which involve technical assistance and

education.
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; THROUGH: T = Reginald Bartholon et
P DA/A.I.D., Mark L. Edel®a
ii FROM: PM = Richard . c10r§§V'L<7 .
‘B DD/POL, larry ‘“"WW
IR SUBTECT: Use of Foreigr Assistance Act Funds for Procurement
?2 in Former Soviet Republics
!
P 1SSUES FOR DECISION
h Whether to conclude that certain forzmer Soviet Republics

should no longer be considered as "non-Free Werld" countries for
purposes of perzitting foreign assistance procurement from thenm
under a 1961 Presidential deterzination.

TNT

On Octeober 11, 1991, you approved a determination that
Eastern European countries and Mongolia should no longer be
considered as "non-Free World" countries for purposes of
vor=itting foreign assistance procurerent frc= thex under a 1561
deterzination by President Kennedy. The decision memorandunm is
attached at Tadb A.

Your October determination recognized that certain
countries, including the Soviet Union, would eontinue to be
excluded from procurement sligibility. (The other countries vere
Afghanistan, Libya, Vietnas, Cuba, Cardodia, lLacs, Iraq, Iran,
North Korea, Syris, and the Pecple's Republic of China). Your
deterzination slso recognited that, if varranted by changed
conditions with respect to any of these countries, A.I.D. would
seek a similar foreign policy deterzination froa the Department.

In viev of the break-up of the Soviet Union, the U.S.
Governzent has taken a number of steps to support & pesaceful
transition towvard dezocratic institutions and market econonies in
the forrer Soviet Repudblics. The President on Decexber 25th
proposed conducting full diplozatic relations with Russis,
Ukraine, Arzenia, Byelarus, Kazakhstan, and Kyrgysstan; and
assistance activities (prizarily technical and huzanitarian

220 TurwnFast Srrry, KW, Wanescron, D.C 20823
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assistance) have been initiated by A.I.D. and the Congrass
notified accordingly. Those actions are summarized in the
Memorandum attached at Tab B. More recently, the President
decided similarly to move ahead regarding diplomatic relations
vith Moldova, Turkmcniltan, Uzbekistan, Tajikistan, and
Azerbaijan. In this context it no longer makes sense to exclude
these eleven Republics from foreign assistance procurement
eligibility.

RECOMMENDATIONS 2 __—
- That you conclude that the ¢ n former Soviet Republics

noted above should no longer be considered as "non-Free Worlad"
~countries for the purpose of implomontinq President Kennedy's

determination r'g1222a§—,:5- 604 (a).
m 30 fgglppnovn DISAPPROVE

DATE__ .
Include Geor ia
That thii'hoiarmination will adéigggicall exXtend to Georgia g

at such time as the United States establishes tull diplomatic

relations with it. //V”

APPROVE DISAPPROVE
DATE DATE
Attachnents:

TAB A -~ Action Memorandum for the Deputy Secretary
Approved 10/31/91

TAB B - Action Memorandum for the A.I.D. Administrator
Approved 1/18/92

GC/LP: nusur___mnn)___ Date:_2/19/92
A-GC:TGeiger (Draft) Date:_»/20/92
EUR/OSA: PO'rlrroll_Lnum___ Date:_2/20/92
ENE/EUR:DMerrill___ (Draft) Date:_2/20/92
GC/EUR:HMorris________ (Draft) Date:_2/20/92

AA/RED:RBissell _______ (Draft) Date:_2/21/92
STATE/L/EUR:TBuchwald_(Draft) - Date:_2/28/92
STATE/EUR/ISCA/ECON:KVolke Date:
STATE/D/EEA:CRufenaght Date:
STATE/S/P:JHannah Date: L
STATE/P:C.L.VanVoorst__ | Date:
STATE/C:RWilson____ Date:_ 3ljes
STATBIEB/IPD/ODP'morhrty m Date: 3/1/9y
STATE:H:CRAETHER
Drafter:GC/CCM:KFries:DGCiRMeighan:FAAFP:2/7/92:Ext.78332:Revised
2/18/92:Revised 3/2/92
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T0: The Deputy Secretary ‘Ss A
THROUGH: T-Reginald urthoxonaw&’k/ . \%;Q’S‘_
DA/A.2.D., Mark L. Ede : RN

FROM: . PH-William P. Ropa, Acting .
D/POL, Larry Saiers, Actin

SUBJECT: Use of Toreign Assistance Act Funds for Procurenent
in Zastern Luropean Countries and Nongolia

1SSVES FOR DECISION

¥hether to conclude that certain eountr!cc,lhould be
considered a8 "Free World" countries for purpeses of permitting
foreign assistance procuresent fros thes under a 1961

Presidential deterzination.

ESSENTIAL FACTORS

Section 604(a) of the Foreign Assistance Act of 1961
proehibits use of foreign assistance funds for procurezent cutside
the United States unless the President deternines that "such
procurezent will not result in adverse effects upen the econory
of the United States or the {ndustrial mebilization base .o'ss®'
On October 18, 1961, President Xennedy wmade a Deternination
pursuant to Section 604 (a) to perait procurezent fros sources
outside the United States wvhere the procurenent is less costly
than procurezent from United Btates sources. 7This 1961
Deterzination suthorized procurevent froa ®"less developed
countries” gonoralx and, under specific eircunstances, froa
selected $ndustrialiszed countries. (See Tad A)

e

. Y qnis prohibition covers other Foreign Assistance Act
procurezent as vell as A.I.D.~financed procureaent, a.q,,
military and counter-terrorisa procurezent. In practice,
hovever, it has at »ost a negligible effect in these other areas.

whoesnarricias ver
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President Kennedy specified, hovever, that "Procurement
outside the United sStates shall be fros Prae ¥World sources, in
any case." "Fres VWorld® has long been construed by A.I.D. to
exclude 8ll countries 1isted {n the Foreign Assistance Act
as "cuanunist" (Section 620(f)), including the Pecple’'s Republic
of China, Cuba, Vietnam, the Scviet Union, the Baltic Republics,
¥Mongelia, and nll the countries of Zastern Iurope, with the

exception of Yugoslavis.

The characterization of @ numnber of these countries as "non-
Free W~rld" for purposes of Section 604 (a) no longer makes sense
idn view of their status as emerging denocracies and recipients of
A.I.D. assistance. In this category ve place Poland, Nungary,
Czech and Slovak Tederal Republic, Bulgaria, Romania, Albanis,
Mongolia, and nov the Baltic Republics. Ve recomzend that you
concur that thess countries should no longer be considered as
"non-Free World® vithin the meaning of President Xennedy's
determination. This will allow thea to participate as eligible
sources for A.1.D.-financed procurerzent, as appropriate.

A.1.D. vould continue to exclude certein countries from
procurerent aligibility because of their status under the anti-
terrorisn statutes and for other foreign poiicy reasons. The
countries that vould rezain excluded are Afghanistan, Libys, the
Soviet Uaion, Vietnam, Cuba, Cambodia, laocs, Iraq, Iran, North
Korea, Syris, and the People’s Republic of China. If varranted
by changed conditions wvith respect to any of these countries,
A.1.D. would seek a cimilar foreign policy determination froa the
Departpent, st the level of Under Secretary for International
Becurity Affairs, with respect to the procurezent eligibility of

that country.

President Bush has dolegated to the Secretary of State the
suthority to make deterzinations under Section €04 (a) vith
respect to "procurezent under Chapter 1 of Part I and Chapter ¢
of Part 11 of the Act® (FAA Developrzent Assistance and Zconcale
support Fund accounts). (£eg Ixecutive Order 12738 of
Decezder 14, 1990, Bection 3(3), anending Executive Order 1216)).
such authority has been redelegated to the Under Secretary for
International Security Affairs with respsct te programs under
Part 11 of the Act (State Dept. Delegation of Authority No. 3483,
Section 1(a)(1)), and na¥ also be exercised by you (Section
4(d)). Although that delegation 1s not, technically, neasded in
order for you to ogtcc vith our proposed lntorpzotation of the
existing Presidential Detersination, it is consistent vith suah

action.
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RECOMMENDATIONS

That you conclude that Poland, Rungary, Ciech and 8lovak
Yederal Repudblic, Bulgarias, Rormanias, Albanias, Lithuania, latvias,
Zstonia and Mongolia should no longer be considered as "non-Free
World" countries for purpose of implementing President Kennedy's

deternination regard! 7}octio d(a).
APPROVE 1/AC' DISAPPROVE
OCT 81 181

That you agres that future decisions about vhether s nevly
exerging derocracy should be considered part of the "Free World"
for purposes of Sectiocn 604 (a) may be made by the Under Secretary

for International Becurity Affair
DISAPPROVE

APPROVE ___

0CT 81 %91

Attachzent:

TAB <« Presidential Determination Under
Section 604 (a) Dated 10/18/61)

',ﬁh-z* f:\’“~4;
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State EEA:RBar IDraft date 9/20/91
l&atc/L;PM:zCUmmf:QULDLAlil_nlI_lLHHLth date _2/25/3)

statea/$/CT:MKraft (Draft) dete _10701/21

stace/D/PuR:RBaverlein__(Draft] dete __2720/81
State/EUR/LLY:8Byrnes_(Draft) date 10/13/%1)
Staite/IAP/CN:RPerito IDraft) date 10/01/91
State/EB/1rD/ODS IMoriargy. (Draft) —_ date 10/01/91
State/INM:JIVanWert (Prafs) date 20/01/91
A1D/GC: (Acting) 1 TGeiger_____ (Draft) dote __9/22/%1
AID/AA/EINE:CAdelnan (Draft) date 10/1%/%]
AID/AA/FA, (Acting) :JOvens (Draft) dete _9/23/81
gzgrsnnzmurphymul_ date _ 9/23/%)
H uvery :

cc (v/attachment): A/A.1.D., Ronald W. Roskens

GC/CCH:XFries:cac:1/14/91:PDFAAP (WordPerfect) iEXT. 78332
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&anuary 19, 1992

ACTION MEMORANDUM POR THE ADMINISTRATOR

THRU: Acting, AA/OPS, Howard M. r:z?MGO'
FROM: AA/EUR, Carol C.~AHelman

SUBJECT: Assistance to the Independent States
of the former Soviet Union: Statutory
Checklist

Problep: To take into consideration relevant
statutory requirements in light of whethsr ESI
funds (and DA funds, to the extent such funding
may be made available in the future) should be
used to provide technical and other assistance to
support the transitiaon of the now1¥ independent
states of the former Soviet Union into democratic,
frees-parket societies, and to help meot the energy
needs of these societies.

Piscussion: The former Soviet Union has undergone
revolutionary changes vithin the past year which
have resulted in the creation of tvelve
independent states, most of vhom are loosely
associated in a nev Commonwealth of Independent
States. The United States Government has
estahlished diplomatic relations with six of the
former republics of tha Soviet Union, nanmely:
Armenia, Byelarus, Kazakhstan, Kyrgyzstan, Russia
and Ukraine.

On Septenmber 10, 1991, the Secretary of State
signed a determination, pursuant to $620(g)(2) of
the Foreign Assistance Act (FAA) of 1961, as
anended, permitting assistance to the Soviet
Union. (Seas Tab A.) Pursuant to that
deterrvination, tvo Congressional Notitications,
both of vhich expired on Decexber 20, 1991, vere
sent to Congress descriding tvo proposed projects
to be implenented by A.I.D. (Sag Tab B.) These
projects have been designed (1) to encourage the
transformation of these republics into denmocratic,

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)
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market-based economies, and (2) to improve energy efficiency and
encourage energy market reforms in these societies. ESF funds of
$3.2 pillion for the Democratic and Economic Initiatives Project
and $1.8 million for the Energy Efficiency and Market Reform
Project are nov pending authorization and obligation.

Although certain republics of the former Soviet Union would
normally be prohibited from receiving assistance since each such
republics are inclebted to certain U.8. citizens, the State
Department plans to issue on January 18, 1992 a determination
pursuant to $§620(c) of the FAA vhich would permit assistance to
flow to these republics despite this fact. (This detarmination
shall provide, in substance, that failing to provide assistance
to these nevly formed states is contrary to the national security
interest of the United States.) Despite this determination by
the State Department, however, certain factors must be "taken
into consideration®™ by you before we may proceed with obligating

funds for these two projects.

Please note that since the scurce of funding for these two
proposed projects is the ESF account, the "notwithstanding any
other provision of law” language is not available. (This
language has been used in the past to permit assistance to
proceed in Eastern European countries under the 1991
Appropriation Act despite prohibitions on assistance that woulad
othervise apply.) Therefore, certain factors must be "taken into
consideration®™ by yu bafore these proposad projects nay be
obligated from the ESF account (or the DA account, if such
funding is later made available.) 1In fact, you normally take
into consideration a number of conditions, to the extent that
they may exist, on an annual basis before approving an allocation
of assistance to specific countries. Kowvever, in light of the
fact that the Coordinator's Office wishes to proceed with
implenenting the proposed projects on an expedited basis, ve are
presenting certain issues for your consideration at this time on

an ad hoc basis.

In ordsr to ensure that all relevant statutory requirements
have been met, A.I.C. has developed a "country checklist®,
describing such reguirements with particularity. The items on
this checklist have been rasponded to in substance by the State
Department, and its memorandur is attached hereto as Tab €. 1In
the case of the states of the former Soviet Unien, only two
considerations are relevant in considering whether to provide
assistance, and are discussed belov. Please bear in mind,
however, that statutorily mandated considerations in providing
foreign assistance need only be "take into account®. The mere
existence of such factual considerations does not, in and of
itself, prohibit assistance to the country in question.

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)
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(1) i.Fajlure to enter into an OPIC
guaranty Agreement: As of this date, OPIC is in the proceus of
initiating negotiations with each of the individual republics to
vhom ve plan to render assistance to enter into OPIC investment
guarantee agreements. Although such negotiations are in the
process of being initiated, they have not yet been finalized and,
to date, OPIC has not concluded any bilateral agreements with
these new republics. Thus, in light of the fact that this
procass of negotiation has been initiated but not concludaed, ve
request you to take this into consideration and permit asisistance
to pove forvard as planned.

(2) Bection 620(u): U.N, Dues: According to U.N.
records dated October 31, 1991, the combined arrearcge of the
U.S.S.R., Byelarus, and Ukraine totals $196,376,749.00. Dues
owed to the U.N. regular budget are as follows: U.S8.5.R.
($46,019,313); Byelarus (%1,520,157); Ukraine ($5,758,172).
Further, dues are owed for the maintenance of U.N. peace-keeping
forces in the following amounts: U.S.S8.R. ($126,773,3%0);
Byelarus ($5,116,%78); Ukraine ($11,189,179). Thus, the subtotal
owrd by the CIS for outstanding dues to the U.N. regular budget
is $53,297,642, and for the U.N. peacekeeping forces is
$143,079,107. Payment of this arrearage in U.N. dues is expected
although, to our knovledge, specific arrangements to pay have not
yet been made. It should also be borne in mind that ESF (and DA)
funded assistance to Albania vas alloved to proceed, despite itsg
similar arrearages in U.N. dues, based on your consideration of
this factor. Therefore, ve regquest you to take the U.N. dues
arrearage of these former republics of the Soviet Union into
account, and urge you to permit the planned assistance to be
inplenented as expeditiously as possible.

: That you, by your signature below, take into
consideration the circunstances described above, and approve the
use of ESF funds (and DA funds to the extent necessary in the
future), subject to the availability of such funds, for
assistance to the six states named above. 3Juch assistance will
be authorized by separate action, and shall be subject to the

Secretary's determinations quor §§620(c) and (£)(2) of the FAA.

. Approved:
Disapproved:

Date: __ /- /("qb

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)



Attachemnts:
TAB A - Section 620(f)(2) determination by the Secretary
TAB B ~ Congressional Notifications
TAB C -~ State Memorandum dated 1/17/92 re: Statutory Checklist

Clearances:

GC/LP: Rlester _____(phone) ______ Date: })/16/92
AA/LEG: RRandlett ___ (draft) = Date: 1/15/92

ENE/EUR: DMerrill ____(draft) __  Date: 1/17/92
EUR.OSA: PO'Farrell _(draft) ___  Date: 1/15/92
GC/EUR: HMorris (draft) Date: 1/14/92
STATE/EUR/ISCA/ECON: KVolker (draft) Date: 1/16/92
STATE/D/EEA: CRufenacht __(subst) Date:

1/16/92
AA/ReD: RBissell _jE£1> Date: 1/18/82
Drafted: GC/EUR, Rumu Sarkar: 1/14/92

U:\C1S.TIC
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BUBJECT: Circulsr 175: Reguestyfor Blanket Authority to
Negotiste and Conclude Assistance Agreements with
Former Boviet Republics

cene o) r <€

Whether to suthorize the negotistion and conclusion of
bPilateral sgreements os sppropriste with the former Boviet
republics in connection with the provision of essistance.

:CQP):'PIEY EE:IQES

We are proceeding quickly with assistance pregrams for
several of the former Boviet repudblics. We are moving forward
with §5 million of essistance funded from reprosramned Fy-9l
257, o 8165 million USDA fo08 8i8 prosran, snd kumanitarian
essistance programs under 8 series of DOD suthorities. A more
estensive technical essistence program s in preperation and
sdditionsl essistence will also follow,

A.1.D. believes, snd we concur, that we need to odtsin
sgreements with the concerned gepudlics conferring certain
essentiasl legal protections for the ESF program. Under the
proposed agresments, the gepudblics would:

-- provide tax and customs ezemptions for U.S.-provides
commodities or squiprent, and for U.B. nongovernmentsl
personnel zesponsible for implementing the assistance

prograns; .

-- provide §mrunity for USG essistance personnel] from criminsl
jurisdiction of local courts, end from eivil Jurisdiction
of local courts for official ects;

- qw !
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== gllow USG representatives to inspect utilizetion of the
sssistence, and to inspect or sudit any zecords or other
docunentastion dn connection with the assistance, wherever
such recorés are located;

== comzit to use comnodities, supplies or other property
sclely for sgreed-upon purposes;

== in cases in which the repudblic is responsidble for itenms
being used for other purposses, to refund their value to the
USG (4f the USGC Geerns Going so sppropriste); and

== provide exerptions for sircraft and vessels fronm Janding
fees, navigation charges, port charges, tolls, and sinilar
charges. s

A Arsft sgreement is sttached ot Ted A. The tezt would
cover sssistance provided by various USGC asgencies, including
USDA and DOD 8s well 83 A.1.D. We believe application of these
protections to the USDA and DOD-provided ss:istance is prudent
given their scope and visibility, and the {i1ter-telated nature
cf sssistance efforts being implemented by the various VUEG

sgencies.

The draft text provides that we may need to conclude
further, more specific sgreements {n connection with particuier
sssistance sctivities. In particular, under the
Food-for-Progress and section €¢16(b) programs, USDA will necd
to conclude sepasate agreements. This language may also be
useful {f we later decide to conclule formal economic and
technical assistance agreements with gespect to .
A.l1.D.=sdrinistered programs for the sepudblics.” With this; in
mind. the Arsft text provides that the previsions of these
specific sgreements will eontrol 4n the event their terrms
conflict. (The need for any a8ditionsl Circular 175 suthority
would be consideres on 8 case-dDy-case basis).

We will continue to consult with the Nill zegeréing out
sssistance efforts for the former Boviet repudlics. We éo not
believe that specific consultations regarding these sgreerents
tre needed ot this time. We would, however, inform the staf!f
of relevant comzittees of our intent to seek such sgreements.
As we would emphasize to the repudlics 4n the course of
negotiations, the conclusion of these sgresments would met
§tsalf comnit the United Btates to provide essistonce. 2fte:
entry into force, esch sgreement will be zeported to the
sppropriste comnitteess of Congress under the usual Case ict
procedures, and ¥ will coordinste any mecessary Hill brinfings.

INCLASSIFIED
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The proposed agreements €0 not regquire environmental
documentstion under either the Nationsl Environmentsl Policy
Act of 1969, €42 U.5.C. €321, or Executive Order No. 1211¢
(Janusry 4, 1979). The pegotistion and eonclusion of these
sgreements will mot entsil personnel or funding resource
gequirenments for the Department of Etate.

If you approve, Rich Armitage would be sbdle to begin the
process of mezotisting these agreements as eppropriste Quring
kit forthcoring trips to the former Soviet Uznion.

WA T - \ .

That you suthorize D/CISA (or, ss spproprieste, EUR or the
relevant post) to negotiste and conclude sn sgreement with each
of the zepudblics based on the tezt sttached at Tad A. Any
changes from that tezt shall be sudject to the concurrence of
L, EUR and D/EEA (which will obtain clearsnces fzom A.I.D. and
co-oréinate as sppropriate with other sgencies).
azd=cTnCcIusID f Ty €o1gas, Moldovs,
Tie e v Y 34 ] »

n,

‘rn'.éi.ist T - -he
FEB Ozrﬁgz.s;e.a#mﬁy-uuw .
//7>Z>QL—””—' Disapprove
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Eibiect: Circulsr 175: Reguest for Blanket Authority for
. Fegotistion and Conclusion of Assistance Agreenents
with the Twelve Former Boviet Repudlics

The sccompanying Circulsr 175 sction memorandum reguests
“Planket suthority to megotiste snd conclude sgreements with
esch of the twelve former Soviet republics (t.ae ®countries®)
to obtain certain legel protections in connection with U.B.
essistance prograns, s

The proposed agreements 6o not imply or promise any
particular level of assistance. JInstead, they estadblish terms
and conditions regarding sessistance that may be provided by
the U.5. government in sccordance with spplicadle Jows and
regulations. These terms and conditions include taz ond
customs ezemptions for U,.B.-prcvided commolities or egquipment,
and for nongovernmental personnel responsible for implementing
sssistance programs; provision to USC sssistasnce personnel of
status equivalent to that sccorded edministrative and
technicsl staff under the Vienns Convention on Diplomstic
Felations; suthorizetion by each of the countries for USG
representatives to inspect utilizetion of the sssistence, and
to inspect or sudit sny zecords or other Socumentetion in
connection with the sssistance, wherever such tecords sre
located; comnitment by esch of the countries to use
commodities, supplies or other property solely for agreed-upon
purposes; in coses in which the szepublic s zesponsible for
items being used for other purposes, to tefund their value to
the USG (4f the USG Gesms Going 8o sppropriste); and provide
ezemptions for sircreft and vessels from landing fees,
navigation charges, port charges, tolls, and similer charges.

Legsl suthority to negotiate and conclude the sgreements
is provided by the President’'s constitutions] sesponsibilities
for the confuct of foreign relations (Article 1I, Section 3.,
Clasuse 3) snd the Secretary of State’s suthority for the
day-to-8asy conduct of foreign relotions (22 U.8.C. section

2656).

In sfdition, with sespect to esszistance providesd under the
Foreign Assistance Act of 1961, as amended, section €35(d) of
that Act provides that the President msy make and perform
agteements with any friendly government or government agency
°in furthersnce of the purposes snd within the limitations of
this Act.® This suthority has been delegated to the Becretary
of State by Ezecutive Order No. 12163 (Sept. 29, 1979), as

smended.
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For the foregoing zeasons, there is o legsl objection to
the proposed negotistion snd conclusion of executive agreenents
with each of the twelve countries as described in the
sccorpanying action memorsndum. Any changes in that tezt shall
be subject to the concurrence of L, ZUR snd D/EEA.

Tt Z, fh LA
Todd P, Buchwald, Acting

Assistant Legsl Adviser for
Euzopesn and Censdisn Affairs

X-6255 11/721/%2

cleated: L/T:CTalt
L/SFF:LJscobson

L/FM:S¥utphy
Doz. No. 1415 (33)




. AGREEMERT BITWEEN
THE GOVERKMENT OF THE UNITED STATES OF AMERICA AXD
THE GOVERKMENT OF
REGARDING COOPERATION TO FACILITATE
THE PROVISION OF ASSISTANCE

The covcfhncnt of the United Etates of Arnerics and the
Governnent of H

Recognizing the Interests of the GCovernment ©f the United
Stateg of Americas snd the Government of in cocoperating
to facilitate the provision of humaniterian snd technicsl
&cgnoric sssistance to benefit the pecple of ;! and

-

Recognizing the need to make certain practicsl srrangements
to help ensure the effectiveness of that assistance;

Have asgreed as follows:

ARTICLE X
TAXES AND OTHER CHARGES

(s) Commolities, supplies or other property provided or
utilize2 in connection with United States assistance programs
ray be irported into, exported from, or used in free from
any tariffs, dues, custorms Guties, import taszes, and other
similsr tazes or charges imposed by » ©F 8ny sub8ivisioen
thereof.

(b) Any United Btotes Government ©r United States private
cosonizaticn that hes responsibility for (rylementing Unites
Etates ossistance programs, end any personnel of such private
organization who are not nationsls of or oréinsrily zesident
in . snd that ere present in in connection with such
progranms, shall be ezempt from (1) sny dncome, social security
o other tezes imposed by o OF any suddivision thereof,
geqarding income zeceived in connection with the implementation
of United States assistance prograns, and (2) the payment of
sny tariffs, éues, customs Guties, import tezes, and other
similar tezes or charges upon personsl or houseNold goods
{mported into, exported from, or used in for the personsl
use of such personne]l ©f menders ©f thelir fanilies.

(c) The access and movement of aircraft and vessels
operated Dy or for the Government of the United Btates of
Arerics in connection with Unit~3 Btates assistance programs
in shall De free of loanding fees, novigation charges,
port charges, tolls and sirilar charges by ____, or say

subdivision thereo!.
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ARTICLE 11
STATUS OF PERSOKNEL

Civilisn and militery personnel of the United States
Goveznment present in ___ in connection with United Btates
essistance programs shall be accorded status equivalent to thet
sccorded sdrinistzative and technicsl staff personnel under the
Vienns Convention on Diplomatic Relstions of April 18, 1961.

ARTICLY 21112
i
INRSPECTION AND AUDIT

Upon ressonadle reguest, zepresentatives of the Government
of the Uriited Btates of Amezice may examine the utilizeticvn of
sny comrocities, supplies, otrer property, or services provided
under United Btates assistance programs at sites of their
locetion or use; snd may dnspect or sudit any records or other
documentation {in connection with the sssistance wherever such
records or édocumentation sre locasted during the period 4n which
the United Btates provides sssistance to and for three
years thereafter.

ARTICLE IV
USZ OF ASSISTANCE

Any commoBities, supplies, or other property provided under
Lrited Etates ossistance programs will be usel sclely Jor the
purposes sgreed upon between the Governments of the United
Btates of Americs and o« I1f use of sny commodities,
supplies or other propetrty occutrs £or purposes other than these
sgreed upon under such programs, which the Goverament of the
United States of Americs Geterrines eould zessonsdly have been
prevented by sppropziste action of the Goverament of _______,
the Government of _____ vpon zejuest shall refund ¢n United
States dollars to the Goverament of the Untied States of
Americe the smount @isdursed for such commodities, supplies, or
other property. The Government of the United States of Americs
may, dn dts édiscretion, make availadle the smount refunded to
finsnce other costs of the sssistance activity involved.,

EEANE
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ARTICLE V
OTHER AGREDMINTS

The Goverament of the Unitel Btates of Americs and the
Government ‘of gecognize that further srrangements or
spreements mey be hecessary or éesiradble with gespect to
porticulsr United States assistance activities. 1In cese of any
inconsistency letween this Agreenent and sny such further
written sgreements, the provisions of such further wzitten
sgreements shall prevail. Nothing dn this Agreement ghall be
construed to derogate frorm the priviizges and imnunities
granted to any personnel unéer other sgreements.

ARTICLE VI
ENTRY INTO FORCE

Tris Agreement shall enter into force upon sigrature by
both parties.

DONE AT , this ___ dasy of _ . 31992,
FOR THE GOVERNVENT OF FOR THE GOVERNNMENT OF
=ur UMITED STATES OF AMERICA: [NAME]): '

%
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r}ndinq pnder Section 620(c) of the

Ecreign Assistance j

Pursuant to section 620(¢) of the Foreign Assistance Act of
1961, as smended (the ®Act®), section 1-201(e)(12) of Exzecutive
Order 12163, as smnded, and section 4(8) of Stete Department
Delegstion of Authority Ro. 145, as smended, I heredby find that
spplication of the restriction contained in section 620(c) of
the Act with respect to Armenis, Azerbaijan, Byelasrus, Georgia,
Kszskhstan, Kyrgyzstan, Moldovs, Russjis, Tejikistan,
Turtkmenistan, Ukraimne, ant Uzbekista vid b trary to the

national security.
f
! Juwa-——-—

“favrence 8/ ixglebufger
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ACTION MEMORANDUM FOR THE, ADMINISTRATOR
THRU:  AA/OPS, Scott Spa.nglcgﬂ']}
FROM: AA/R&D, Richard BmﬂH

- - AA/EUR, David N. MQIM
S

SUBJECT: Assistance to the Newly Independent States of the Former Soviet
Union: Statutory Checklist

Pronlem: To take into consideration relevant statutory requirements in light of
whether ESF funds (and DA funds, to the extent such funding may be made available
in the future) should be used to provide technical and other assistance to support the
transition of newly independent states of the former Soviet Union into democratic,
free-market societies.

Diccpccion: A memorandum to you from the AA/EUR dated January 18, 1902
requested you to "ake into account” certain statutorily mandated considerations
before assistance 1o the newly independent states of the former Soviet Union could
be authorized. Your consideration was limited, at that tirne, to the following
republics of the former Soviet Union with whom the U.S. was establishing diplomatic
reinsinmc Armenia, Byelarus, Kazakhsian, Kyrgpzsean, Russic and the Ulcaine. The
Siate Department is now establishing full diplomatic relations with the remaining
republics of the former Soviet Union (with the exception of Georgia), namely,
Moldova, Azerbaijan, Tajikistan, Turkmenistan, and Uzbekistan. Thus, once again,
we request that you take into consideration the factors described below before
assistance 1o these republics may be sutborized.

On September 10, 1991, the Secretary of State signed a determination,
pursuant to §620(f)(2) of the Foreign Assistance Act (FAA) of 1961, as amended,
permitting assistance to flow to the Soviet Union. (Seg Tab A) Additionally,
Deputy Secretary Eagleburger made a determination, dated January 20, 1992, under
Section 620(c) of the FAA which permits assistance 1o the republics notwithstanding

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)
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certain indebtedness to U.S. atizens that would otherwise prohibit these republics
from receiving foreign assistance. This determination provides, in substance, that
failing 10 provide assistance to these newly formed states is contrary to the national
security of the United Swates. (Sge Tab B.) Pu: 1t to these determinations,
assistance 1o the individual republics that formei:y constituted the Soviet Union may
be permitted provided that otber statutory requirements are satisfactorily met.

Assistance 1o the republics is pow being considered in the following areas: (1)
increasing the levels of assistance for the previously authorized Democratic and
Economic Mitiative Project and the Energy Efficiency and Market Reform Project as
well as developing activities in (2) private sector initiatives, (3) democratic pluralism
initiatives, (4) bousing sector reform, (5) bealth care improvement, (6) food systems
restiucturing, (7) economic restructuring and financial sector reform, and finally, (8)
mezhing an ESF grant to the Eurasia Foundation. All of this proposed assistance is
now pending final Congressional notification and clearance.

Although we are working to include "notwithstanding any other provision of
law” language in legislation for FY 92, cuch language is not now applicable to ESF
funds 10 be used for the NIS. Therelore, certain factors must be "taken into
consideration” by you before these proposed projects may be obligated from the ESF
account (or the DA account, if such funding is later made available). In fact, you
normally take into consideration 8 number of conditions, to the extent that they may
exist, on an annual basis before approving an allocation of assistance to specific
couniries. However, in light of the fact that the Coordinator's Office wishes to
proceed with implementing the proposed projects on an expedited basis, we are
presenting certain issues for your consideration at this time on an ad hog basis.

In order to ensure that all relevant statutory requirements have been met,
AT hin Zeveloped a “country checklist®, describing such requirements with
particularity. The items on this shecklist have been responded to in substance by the
Siate Department, and its memorandum is sttached hereto as Tab C. In the case of
the five republics of the former Soviet Union discussed berein, only one consideration

is relevant in considering whether to provide assistance.

Section 620()) of the FAA provides that assistance may be denied if the
recipient country bas failed to enter into an invesunent guaranty agreement with the
United Siates. As of this date, OPIC is in the process of initiating negotiations with
each of the five individual republics to whom we plan to render assistance.
Although such pegotiations are in the process of being initiated, they bave not yet
been finalized and, 10 date, OPIC bas not conciuded any bilateral investment
guarantee agreements with these pew republics. Please bear in mind, however, that

(UKCLASSIFIED WITHOUT CLASSIFIED ATTACHIENTS)
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statutorily mandated considerations in providing foreign assistance need only be
*taken into account”. The mere existence of such factual considerations does not, in
and of itself, probibit assistance to the country in question. Thus, in light of the facr
that this process of negotiation has been initiated by OPIC but not concluded as of
this date, we request you to take this into considcration and permit assistance 1o
move forward as planped.

Recommendation: That you, by your signature below, take into consideration the
circumstances described above, and approve the use of ESF funds (and DA funds to
the exten! necessary in the future), subject to the avauiability of such funds, for
assistance 1o the five republics named above. Such assistance will be suthorized by
sepfrate action, and shall be subject 1o the determinations made pursuant to
TY620(£)(2) and (c) of the FAA.

Flod L & e

Approved:

Disapproved:

Datc:—%"l 1 "jJ-

Attachments:
TAB A - Section §20({f)(2) determination by the Secretary
TAB B - Section 620(c) determination by the Deputy Secretary
TAB C -~Depariment of State Memorandum re: Statutory Checklist

(UNCL 3SIFIED WITHOUT CLASSIFIED ATTACHNENTS)



TAB

Deterrinstion under Bection 620(f)
of the

Foreion Assistance Act of 19€1, as acendeld

Pursuant to Section 620(f)(2) of the Foreign Assistance Act
of 1961, as amended, (22 U.56.C. 2370(£)(2)), snd Bection

1-201(8)(12) of Ezecutive Order No. 12163, as amended, 1 heredy

determine that the temovsl of the Soviet Union from the
spplication of Bection 620(f) of the Yoreign Assistence Act,
for sn indefinite period, is importent to the national interest

of the United Btates.
This determination shasll be reported to the Congress and

publishel in the Fedecp] Eezister.
a—
& 777

James A. Baker, 111

Sec-center 10, 15851




JUSTIFICATION FOR THE PRESIDENT'GE DETERMINATION
TO REHMOVE THE PROHIBITION ON OPIC ACTIVITIES
IN THE SOVIET UNION

A determinstion to temove the Soviet Union from the
prohibition on assistence to Commnunist countries is in the
nationsl interest for several zessons. The U.$. supports
efforts within the Soviet Unjon to estadblish » strong end
functioning democracy ené to move decisively towerd ¢ market
econory. If these trends continue, the U.§. should support
them by zesponding, step by step. to progress made.

At the recent Moscow Summit, President BDush underlined his
support for matket-oriented reforms in the Soviet Union by
gesffirming his desite to promote U.S. trade snd investment
with Lhe Soviet Union. To normalize our trede relotions, he
has slresdy submitted the U.5.-Soviet Trade Agreament to
Congress. He also reiterated his commitment to work with the
Congress to lift the Stevenson and Dyrd :estrictions on
officiel credit programs. <The sveilability of OPIC programs
for U.S. companies seeking to invest in the Soviet Unicon would
complement these octions. Providing technicsl economic
assistance is slso consistent with the gosl of helping the
Soviets develop & market economy.

Moreover, the Soviet Union is giving evidence of fostering
the estsdblishment of a Qenuinely democretic system, with
respect for internstionslly reccognized human tights. The
faile2 coup by hardline fections in the Soviet militsry snd
security {crces has scceleroted the estadlishment of »
democratic syster in the Soviet Union. The coup discredited
the old guard in the Soviet Government and led to the collapse
cf{ the Communist Party, the prirery obstscles to democratic
geform and creation of & pluralistic politicsl system.

The feilure of the coup strenqgthened Soviet lesders, such
es Boris Yeltsin and Leningrad Meyor Sodchak, who sre comnitted
to democracy and gseform. President Gorbachev has replaced
oppunents Of geform in key posts =« guch 03 the Interior
Minister, Defense Minister, and hesd of the KGD == ond
eppointed In their plece men with strong gteform credentials.
More fundamentally. the opposition of the Soviet people to the
coup showed that the principles of democracy ond rule of law
have token zoot in the Soviet Union. There is o clest
consensus £for estadlishment of & genuinely democroetic system
thet no Soviet of republic lesder can choose to ignore.

The CPSU's reign of politicel dominance come to on end with
the histozic Supteme Boviet decree ©f Augnst 29 suspending the
sctivities of the party throughout the Soviet Unjon snd
seizing its asssets. Severs) gepudlics hevi gone further and
outlsved the party completely. As President Bush stoted, the
collepse of the totalitazrien non-demdcratic CPSU s & couse for

cheer.



In recent years, the boviets have demonstrated an
incressing Jespect for internstionally recognized human
rights. BSoviet citizens ere f7eer to spesk, write, practice
their religion and participste in public life then ever
before. As o reflecticn of this improvement, the U.5.
Government, while contirnuing to express its concern 8t ongoing
human rights asbuses, s simultaneously working with the Soviet
Covernment to institutionslize human rights progress.
Substantiel improvement hass been seen in the Soviet human
rights tecord §n asress such ss ermigration, politicsl prisoners
snd psychistric sbhuse. -

“ Initisl developments after the coup sugpest the potential
for further humasn trights gsins. A key geformist, Vedim
“Bakstin, was named to hesd the KCB, end the USSR Congress of
Pecoples’ Deputies spproved & declaration September S explicitly

enumerating the rights of individuals.

In this environment, OPIC insurance and finsnce programs,
slong with technicasl econormic sssistance, con serve 83 useful
tools to encourage the development of emerging privete sector
enterprises sand institutions, as well as the normalizastion of
bilsteral economic telations.



Desr Mr. Chaizman:

section €20(f)(2) of the Foreign Assistance Act of 1961, ss
smended, suthorizes the President to remove » Communist country
from ineligibility to receive essistance under the Foreign
Assistance Act 4f the President determines and reports to the
Congress that such sction s important to the nationsl interest
of the United Stestes. The President‘'s suthority to make such
Ceterminations his been delegated to the Secretary of State
pursusnt to Section 1-201(e)(32) of Ezecutive Order No. 12163
of Septerber 29, 1979, as emended. On Dehslf of the Secretary
of Stare, we wish to sdvigse that, pursuant to these
suthorities, the Secretory of State hss determined that it is
irportant to the nstionsl interest to remdve the Boviet Union
fror the espplication of Section 620(f). I enclose & copy of
the Secretory's determination and justificstion.

Sincerely,

Janet G. Mullins
Assistant Secretary
Lesislative Affairs

Enclosures:
2ec etpte?.

The Honcrabdle

Dasrnte BP. Fascell, )
Chairman, Comrittee on Foreign Affairs,

House ©Oof Representatives.

hp
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INTERIM REORGANIZATION
DELEGATION OF AUTHORITY NO. 10

Director of the Task force for the
Nevly Independent States of the Former Soviet Union

Associate Adrinistrator for Operations

General Authorities

Pursuant to py authority as Associate Aduinistrator for
Operations, it is hereby ordered as follovs:

A.

With respect to all former republics of the Soviet Union

(except latvia, lithuania, and Estonia), there is delegated to
the Director of the Tas) Force for the Nevly Independent States
©f the Former Soviet Union all of the suthorities delegated to mne
froz the Adcinistrator.

Any individual designated by the Director of the Task

Force to be the acting Director of the Task Force during the
absence of the Director of the Task Force is authorized to
priicia the functions delegated hereunder.

c.

All references in A.I.D. Handbooks, policy statements,

guidance cables, and regulations to Assistant Administrators
having responsibility for geographic regions shall be deemed to
include the Director of the Task Force.

D. The General Provisions of chapter 1 of HMandbook S apply,
unless provided othervise in a specific delegation.

This Delegation of Autlorigy is effective immediately.

Associste Administrator
for Operations

Date: 3‘30‘33
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