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Given the current state of play, it would be inapproprate to
undertake the proposed study effort within a crisis management
framework. A similar effort chaired by State (Pol-Mil) last
year was not well focused and the output was. basically a
"laundry list" of budget items. With better direction, there is
no reason to believe that we cannot be successful now. Terms of
Reference have been drafted to provide that direction and ‘are at
Tab A to Tab TI.

Concurrences: Pipes, Bailey, Blair, and Shoemaker

RECOMMENDATIONS

That Staté chair an interagency study effort to produce a papef
on the military implications of the Polish situation.

Approve . Disapprove

That you sign the memorandum at Tab I.

Approve Disapprove
Attachments
Tab I Memorandum to State
A Terms of Reference

CONF}D‘E‘TI(
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FOR NAC USE ONLY NAC Staff Minutes 81-52

Page 6
Amount: $65.0 million
Guarantor: The Romanian Bank for Foreign Trade
and/or other eligible banks
Purpose: For guarantees covering credit

sale of U.S. soybean meal and corn

The Agriculture Department representative noted that
a year ago export credit guarantees totalling ‘$50:million
for corn and soybeans had been made available to Romania.
Romania has now requested a substantially larger amount
but Agriculture feels that some caution is warranted and
is offering guarantees in the amount of $65.0 million.
He noted in this connection that Romania has made separate
representations to a number of U.S. agencies on this
matter. He solicited Staff Committee comments and
observations.

The Treasury Department representative said that
Treasury wanted to defer action on the proposal to pro-
vide additional time to consider the proposal. Treasury
is pleased the proposal is less than (the reported)
$200 million and observed that $65 million does not seem
unreasonable.

The Export-Import Bank representative noted that
Romania has been in default to the extent of $41,000
to Eximbank for a year.

The Federal Reserve representative perceived no
problems with the proposal but expressed a desire to
obtain request letters from the CCC at an earlier date
in order to provide more time for review. He observed
that Romania may be selling domestic production for
cash and buying U.S. commodities on credit. The Agri-
culture Department representative observed that corn
is in substantial oversupply in the United States and
there is great pressure to export this commodity.

It was agreed to consider this proposal further at
a subsequent meeting.

(e) C€CC - E1 Salvador - Tallow,Protein Meals,bVege-
table Oils and Meat/Bone Meal
(NAC Document 81-678)

The Staff Committee then considered, and agreed to
forward a favorable recommendation to the Council on the
following proposed export credit sales guarantee:
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A New Approach to Balkan Cooperation

(C) 1In the six years since Greece convened the first confer-
ence on Balkan cooperation--bringing together representatives from
Yugoslavia, Romania, Bulgaria, and Turkey, as well as Greece--
Bulgaria has been viewed by its neighbors as the chief impediment
to multilateral Balkan cooperation. Although Sofia may have
harbored sympathy for the concept of closer multilateral ties, it
appears to have acceded to Soviet pressures and acted to thwart
the development of such regionalism. Moscow probably was con-
cerned that an independent political grouping could evolve, one
that might bolster the autonomous proclivities of Yugoslavia and
Romania, and perhaps induce Bulgaria to act more autonomously.
Until recently, then, Bulgaria's official line was that Balkan
collaboration could succeed only in a bilateral, not multilateral,
context.

(C) Sofia used this stance to block, delay, or dilute what-
ever Balkan cooperation proposals emerged from time to time. But
such obstructionism increasingly ran counter to the emerging
Balkan political mood. Gradually bowing to this mood, Bulgaria
began to moderate its hardline, across-the-board opposition. 1In
1979 it finally agreed to participate in multilateral Balkan con-
ferences on limited, technical topics. It sent a representative
to the Balkan regional experts' meeting on cooperation in communi-
cation held in Turkey (November 26-29), although, even then, Sofia
refused to sign any agreements or endorse the concept of Balkan
regional cooperation.

(C/NF) The obstructionism receded further when Sofia agreed
to host another technical experts' meeting (June 15-19, 1981),
this time on cooperation in transportation. Not only did Bulgaria
host the meeting, but it also held prior consultations with the
participants and signed (but did not publish) a final communique
endorsing the idea of regional collaboration as being in the
spirit of the Helsinki Final Act. Nevertheless, the Bulgarian
participants floated a number of ideas at the meeting--e.g.,
making Russian one of the conference languages and including
Hungary in the Balkan grouping--which were rejected by the others
as weakening the Balkan focus of the gathering.

(U) Since 1976, Greece has been lobbying steadily for more
Bulgarian acgquiescence to Balkan collaboration. The effort
appeared to be paying off during Zhivkov's 1981 visit to Greece.
The Bulgarian leader and President Karamanlis formally agreed on

s
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that occasion to "encourage bilateral and multilateral cooperation
on issues of mutual interest in those special areas on which
general agreements exist, and expressed themselves in favor of
convening various meetings of experts from Balkan countries on
these topics."

(U) This was followed in short order by Bulgaria's first
move in the direction of multilateral political cooperation:
zhivkov's advocacy, during his August 1981 meeting with Brezhnev
in the Crimea, of a Balkan nuclear-free zone. The TASS statement
on the August 7 meeting asserted:

"The USSR and Bulgaria consider that the creation of nuclear-
free zones in certain regions of Europe, including the
Balkans, might well serve to ease tension. The Soviet Union
shares the constructive policy of Bulgaria regarding the
development of mutually advantageous collaboration among
Balkan countries."

(C/NF) The Soviet-Bulgarian proposal for a Balkan nuclear-
free zone is not a new concept--Romania advanced the idea in the
late 1950s--but this was the first time since then that Moscow had
resurrected the idea, or at least had agreed to go along with
Bulgarian sponsorship. The proposal clearly complemented other
Soviet initiatives in this realm (e.g., calls for Mediterranean
and Nordic nuclear-free zones). The main Soviet motivation,
however, was probably to take better political and propaganda
advantage of political trends in the eastern Mediterranean.
Papandreou's subsequent election in Greece moved the issue of
Balkan and Mediterranean regionalism even closer to center stage,
given his pursuit of a more nonaligned Greek foreign policy.

(C/NF) Sofia's role appears to have been to nudge area
trends in an anti-NATO direction. Thus, in the aftermath of
Papandreou's election, Bulgaria quickly seized the new opportunity
to press its proposal. Zhivkov's speech at the October 20 cele-
bration of the 1,300th anniversary of the Bulgarian state noted
that "We warmly support the idea of making the Balkans a nuclear-
free zone, and we propose that a meeting be convened in Sofia of
the leaders of the Balkan states to discuss this problem." With
this proposition, Bulgaria moved definitely into the arena of
Balkan political collaboration.

(C/NF) For a variety of reasons, however, none of the other
Balkan states has responded with much enthusiasm to the idea of
such a summit.

--Greece's Papandreou does not seem to want regional negotia-
tions or discussions that would detract from or complicate,
at least for the moment, Greece's relations with the US,
Turkey, and NATO,

SEE€RET/NOT RELEASABLE TO FOREIGN NATIONALS
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~--Romania presumably has no objections to a summit per se but
would be cool to any course that might give the Soviets a
greater say in Balkan cooperation.

--Yugoslavia, which still has major differences with Bulgaria
over Macedonia, does not appreciate Bulgaria's sudden activ-
ism in the Balkans and has tried to derail the nuclear-free
zone idea by insisting that the 2zone's geographical area
needs to be expanded.

--Turkey is flatly opposed to the whole idea but might attend
a summit simply to state its opposition to the Balkan
nuclear-free zone concept.

(C/NF) Given these problems, the Bulgarians seem to have
decreased their efforts on behalf of a summit in 1982, although
they apparently intend to continue discussions on the matter.

But, having stepped into the multilateral cooperation arena, Sofia
will be in an awkward position should it try to block other
efforts at Balkan regionalism. Whatever Sofia's (or Moscow's)
orientation to the matter, Balkan multilateralism seems destined
to become a more dynamic phenomenon in the 1980s.

Bulgaria's Third World Frontier

(C) Less noticed than its Balkan initiatives is Bulgaria's
growing involvement with selected leftist Third World states.
Indeed, in some cases, Bulgaria's involvement may be in the
process of becoming a modest adjunct to East German and Cuban
pro-Soviet surrogate activity in the Third World. Sofia's recent
activism in this respect includes:

~--signing more friendship and cooperation treaties with Third
World states than any East European Warsaw Pact member except
Romania;

--promoting military cooperation with several of these states
and with liberation movements; and

--hosting a growing array of Third World and national liberation
leaders who seem to regard Sofia as a significant travel stop.

(C) Since 1978, Bulgaria has signed two friendship treaties
a year with pro-Soviet less developed countries (LDCs): Angola
and Mozambique (1978); Laos and Vietnam (1979):; Ethiopia and
Kampuchea (1980); and South Yemen and Afghanistan (198l). 1It is
noteworthy that the treaties with Mozambigque and Ethiopia include
military cooperation clauses. (East Germany has six treaties with
LDCs, but only one has a military cooperation clause, while the
other East European Pact members' treaties have none.) The pacing

SECRET/NOT RELEASABLE TO FOREIGN NATIONALS
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of the treaties suggests that Sofia has decided on a gradual, but
steadily growing, involvement with the Third World. Such involve-
ment will aid and abet Soviet foreign policy goals while it better
positions Bulgaria to develop new foreign trade markets.

(S) For the moment, however, Sofia seems to be focusing more
on military supply relationships than on economic aid commitments
(which have been generally small). From a $2 million arms commit-
ment in 1979, Bulgaria's arms deals with the Third World surged to
$159 million in 1980, the highest among East European Warsaw Pact
states. Its major deal in 1980 was with Libya, valued at $99 mil-
lion, suggesting that Bulgaria could be involved in trading arms
for oil. (Libya is Bulgaria's 10th largest trading partner and
its primary Arab oil supplier.)

(S) Other countries that get military supplies from Bulgaria
are Tanzania, Zambia, Mozambique, Irag, and Nicaragua. Tanzania,
which has long been one of Bulgaria's most favored LDCs, received
a $46 million arms credit in 1980. As a complement to its arms
sales and aid, Bulgaria reportedly also has trained Third World
officers and national liberation guerrillas, but the extent of such
training is not known. Bulgaria at the same time is developing a
reputation as a willing supplier of small arms and ammunition, for
hard currency, to clandestine groups and terrorist organizations.

(C) Nicaragua is a prime example of Bulgaria's newly found
interest in the Third World. Although East Germany's and Cuba's
courting of Managua receives more publicity, Bulgaria has been
moving quietly to increase its influence there. By late 1981:

--Nicaragua's embassy in Bulgaria was larger than its embassy
in the Soviet Union;

--bilateral trade stood at $60 million, most of it consisting
of Nicaraguan exports; and

--Bulgarian economic aid included an $18 million credit and the
donation of some 10,000 tons of wheat.

With the recent signing of bilateral economic and political coop-
eration protocols, Bulgarian-Nicaraguan relations should intensify.

(C) As the Nicaraguan case demonstrates, Bulgaria has the
capacity to carve out a modest role for itself with some pro-
Soviet Third World states. And like the Cubans and East Germans,
the Bulgarians can be expected to use such ties to advance Soviet
interests. But Sofia will also seek to garner for itself whatever
political and economic dividends come from such efforts. At a
time of increasing economic stringency in Soviet-East European
relations, it is in any event in Bulgaria's long-term interests to
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diversify trade sources and to try to find new sources of o0il and
raw materials.

(C) The Rise of Bulgarian Nationalism

Along with its new foreign policy activism, Bulgaria has
begun to project a more nationalistic image, both at home and
abroad. The Zhivkov regime has sought to emphasize Bulgarian
history and culture as a distinctive national characteristic.
Although the attempt to rediscover (and sometimes reinvent)
Bulgaria's non-communist roots was the brainchild of Zhivkov's
politically influential daughter, the late Lyudmila Zhivkova,
Zhivkov himself seems intent on carrying the nationalist campaign
forward. His speech for Bulgaria's 1,300th anniversary was
replete with pointed nationalistic themes. He spoke of the
Bulgarian nation as, inter alia:

"the first Slavic state....the center of great civiliza-
tions....the homeland of the Slavic alphabet, of Slavic
literacy and culture...[which] gave us a powerful weapon for
national self-confidence and national self-preservation.”

In addition, there are more recent indications that the
Zhivkov regime may be seeking to accent Bulgaria's supposed con-
tributions to the theory and practice of communism. Alexander
Lilov, a leading Bulgarian ideologist and party figure, announced
recently that Bulgaria would mark the 100th anniversary of Georgi
Dimitrov's birth in 1982 with an international theoretical sympo-
sium on the Bulgarian communist leader's innovative work. Lilow
expressed the hope that the centennial celebrations would "bring
to light the durable significance of a number of theoretical-
methodological concepts which the great Georgi Dimitrov formulated
and applied."

None of this nationalistic posturing has translated into
major deviations from the Soviet political model. Nevertheless,
the Kremlin knows from experience that such sentiments in Eastern
Europe, when used to generate greater legitimacy and international
support, have a habit of developing a momentum of their own. The
Soviets thus have been decidedly cool to Bulgaria's flirtation
with nationalism. Pravda's coverage of Zhivkov's 1,300th anni-
versary celebration speech, for example, ignored his comments on
the Bulgarian nation and mentioned only his praise of the Soviet
Union.

Possibly contributing to Moscow's reservations was the fact
that Sofia has not been averse to differentiating Bulgarian from
Soviet perspectives on certain issues and acting accordingly,
albeit without challenging Moscow. Perhaps one of the least
noticed aspects of the impact of the Polish crisis within the
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Warsaw Pact has been Bulgaria's restrained and moderate stance,
stressing the Poles' ability to solve their own problems. During
at least the first 10 months of the Polish crisis, the usual
hardline triumvirate of East Germany, Czechoslovakia, and Bulgaria
clearly did not hold. This began to change after the CPSU's
"warning letter" to the Polish party on June 5; Sofia thereafter
felt compelled to escalate its anti-Solidarity propaganda.

Before June 5, Bulgaria, at least by inference, seemed to be
treating the Polish crisis as far removed from Bulgarian inter-
ests. There was even some diplomatic speculation that Zhivkov had
argued with Brezhnev against a Warsaw Pact military intervention
scenario. Bulgaria's initial position on Poland was a subtle, but
potentially significant, indicator of the Zhivkov regime's greater
self-confidence and its willingness to chance being slightly out
of step with Moscow.

Given the long history of the relatively friendly Bulgarian-
Russian ties, and the extent to which the Bulgarian party per-
mitted itself to accept Soviet tutelage, it is highly unlikely
that Bulgaria would become the next Balkan nonconformist. More-
over, with some 75 percent of Bulgaria's trade, including the bulk
of its raw materials and oil imports, still coming from the Soviet
Union and Eastern Europe, Soviet leverage remains quite potent.

Within the context of general fealty to the Soviet-East
European alliance system, however, Bulgaria now seems intent on a
cautious assertion of its national image, a more pointed consider-
ation of its own national interests, and a generally more active
role in world affairs. The development of these trends in the
1980s could well mark the emergence of a "new" Bulgaria, one whose
foreign policy articulations might take on more of the nuances of
the Warsaw Pact moderates, such as Hungary.

Prepared by Robert L. Farlow
x28538

Approved by Martha Mautner
x29536
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SUBJECT: Romanian DPifficvlities in Meeting T
. Debt-Service Obligations . '

i

. Bucharest continues to push food exports despite the severe
shortaqges at home, Moot nonessential ingores dave Leod ot 03
import reductions are now affecting needed raw materianls. Futher
cuts in imports will have negative repercussions for domestxc
growth and already low living standards.
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MEMORANDUM / ;

NATIONAL SECURITY COUNCIL

February 23, 1982
ACTION

MEMORANDUM FOR WILLIAM P. CLARK

FROM: NORMAN A. BAILEY-Z?5
SUBJECT: Presidential Statement for Leipzig Spring
Fair

It seems to me entirely inappropriate under the present
circumstances for the President to send a statement to
the Leipzig Trade Fair in East Germany (Tab I). I have
held up clearance.

RECOMMENDATION:

That you kill it or authorize me to do so.

Approve Disapprove

N

Henry Nau concurs.

Attachment
Tab I Clearance Cable on Presidential Statement
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TAGS: BEXP. 6C | T wsé
SUBJECT: PRESIDENTIAL STATEMENT FOR LEIPZIG SPRING FAIR ‘ngf &)

U3
THERE FOLLOWS THE TEXT OF THE PRESIDENTIAL STATEMENT FOR o
THE SPRING LEIPZIG FAIR: Ty

BEGIN TEXT: N
C I l;'.'ﬂ':i

ON BEHALF OF THE AMERICAN PEOPLE~ I AM HAPPY TO WELCERE You
TO THIS UNITED STATES EXHIBITION.

QUR EXHIBITORS ARE EMISSARIES OF THE AHéRItAN BUSINESS
COMMUNITY WHO SEEK TO JOIN YOU IN DEVELCPING NEM OPPORTUNI-
TIES FOR MUTUALLY BENEFICIAL TRADE.

HERE THEY DISPLAY AND DEMONSTRATE PRODUCTS THAT ARE TYPICAL
OF THE QUALITY GOODS AND SERVICES THAT AMERICAN INDUSTRY
CAN SUPPLY. IN THE HOPE THAT YOUR INTERESTS AND THEIRS (AN
BE MUTUALLY SERVED.

THIS EXHIBITION DEMONSTRATES QUR BELIEF THAT EXPAN3EY TRADE
PROMQTES INTERNATIONAL FRIENDSHIP. WORLD ECONQONIC FROGRESS
AND GREATER PROSPERITY FOR ALL. MAY YOU HAVE A PLEASANT
AND REWARDING VISIT.

UNCLASSIFIED
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UNCLASSIFIED 12
TINCERELY. -
RONALD REAGAN

END TEXT- |

THIS TEXT IS THE STANI'RD WHITE HOUSE APPROVED PRESIDE&TIAL
RESSAGE FOR USE AT TRADE FAIRS BY THE DEPARTMENT OF COM-
RERCE. WYY '

ST - -
UNCLASSIFIED
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