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to kegin thinking how to manage a post-MFN relationship. At
the same time, we must lock for ways to convince the Romanians
t at it will be more to their advantage not to implement the
decree than to do so. MFN is central tc cur present
relaticnship -- eccnomically, politically, and psychologically
-- and its loss would be a serious blow. It also would lead to
reduced emigration. Therefore, if there is no immediate
implementation, we suggest the following gameplan:

1. January 25: An interagency meeting took place to
examine where we stand in our relations with Rcmania and to
explore ways to encourage the Romanians to improve their
emigration/human rights performance and persuade them not
to implement the education tax decree. We are develcping a
set of positive and negative inducements, i.e., a trade
promction program, LANDSZAT ground station, linking EXIM
credits for their nuclear power plant to non-implementation
of the decree, annual bilateral talks on global issues,
etc. Much of this would be simply showing movement on
prior commitments but doing so in the next few months.

2. Early February: Deputy Foreign Minister Groza should
be invited by Larry Eagleburger to visit Washington for a
general review of relations with him and for the second
stage of discussions to reach agreement on improved
emigration procedures with Elliott Abrams and Rick Burt, as
suggested in the President's letter toc Ceausescu of
December 1. Improvement in emigration procedures is one cf
two preccnditions to a Presidential recommendation to
extend MFN and to overcoming Congressional opposition to
continuing MFN. (N.B.: One major Congressional concern,
i.e., speeding up the processing of emigration cases, is
particularly tricky and potentially embarrassing, since we
currently are unable to take in all the people the
Romanians have approved for departure to the U.S. Because
of limitations on our refugee numbers, there are now over
1,000 people with exit passports in hand whom we cannot
assist to depart Romania. We are helping about 100

jees to 2ave each month. while the Rc aj e

>ving »out 200 i S t t tt '

h. Thus the backlog grows.)
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3. Early February: A Canadian/Italian/U.S. technical
mission is tentatively scheduled to visit Rcmania for an
on-site inspecticn and evaluaticn of the proposed Cernav 1la
nuclear power plant. EXIM has committed but noct disbursed
$120 million to General Electric for its share of the
project. U.S. participation in this tripartite visit,
which EXIM currently is resisting, would demonstrate our
continuing interest in the project without obligating us to
any specific course of action. We need to make clear to
the Romanians that this deal will only go through if they
do not implement the decree and continue tc meet their
eccnomic obligations, i.e., debt rescheduling.

4, Late March/Early April: bDuring Larry Eagleburger's
visit to Bucharest the Romanians proposed that Foreign
Minister Andrei visit Washington to continue the
discussions. Assuming that they do not implement the
decree before then, we should go ahead with this visit and
use it to expose Andrei further to Administration and
Congressional thinking on the decree and related issues.
we should try to obtain a firm commitment from Andrei that
the decree will not be implemented.

5. April and May: 1f the decree has not been implemented
and we have reached agreement on improvements in emigration
procedures, the Administration will need to lobby with
Congress to ensure the continuation of MFN. It is possible
the Romanians will be unwilling to give us an explicit
commitment not to implement the decree. 1In this case we
would need to tell them and the Congress that we would take
away MFN if they do proceed to implement the decree after
MFN is extended for one more year. With MFN extended and
if our economy imprcves and Romanian exports to us expand,
we will retain a powerful lever for influencing Romanian
pol :y. Hcwever, without MFN we would lose much of our
capacity to influence Romania and ease considerably the
Soviet prcblem of bringing a recalcitrant Ceausescu back
into line with other, more orthocdox Warsaw Pact leaders.

We also would see a dcewnturn in emigration.

6. rly

Pres ant to
Eastern Europe. We need to think how such a visit cculd be
fit into our strategy of penalties and rewards.
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Adcitional steps to be taken will emerge from the
interagency consultaticon process ané as events unfold. Wwhile
we may succeed in avoiding implementation of the decree, in the
end we may fail and have to take away MFN. There inevitably
woluld be much fingerpointing if this occurred, and both
emigration and U.S.-Romanian relations would take a sharp
drop. But we will be better positioned vis-a-vis the
Romanians, Congress and those interested in emigration if we
have made a maximum effort over the next few months.

!
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(U) EAST EUROPEAN HIGHLIGHTS: DECEMBER 1982

Summary

(C) The Polish underground, still smarting
from the fiasco of the November 10 strike attempt,
was in disarray. The population appeared exhausted
by the prolonged crisis, while the authorities con-
tinued their harassment of Solidarity activists and
supporters. Martial law was suspended at midnight
December 30, but most Poles either seemed oblivious
or received the news with cynicism.

(C) Soviet party leader Andropov used the
Moscow ceremonies marking the 60th anniversary of
the founding of the USSR to hold initial, separate
bilateral talks with his East European counter-
parts. The talks appear to have been only
partially successful.

(U) Both the Soviets and the Bulgarians have
vehemently denied any collusion in illegal activ-
ities, including the May 1981 assassination attempt
on Pope John Paul II.

(U) Western banks agreed to reschedule part
of the debt Romania owed them in 1982. The
Polish-Soviet trade agreement for 1983 envisages a
trade deficit (the primary source of Soviet assist-
ance to Poland) comparable to that recorded in
1982. Eastern Europe's economic plans for 1983 are
generally more realistic and, except for Romania,
call for slower growth.

® ® * * * *

(C) Poland's Underground Movement in Disarray

The Polish internal scene in December was the
calmest since the introduction of martial law a
year ago. The underground remained in disarray

~CONFIDENTIAL—
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following the November 10 strike attempt, its leaders reduced to
debating tactics for a long-term, non-violent struggle against the
regime. Nor did Solidarity's provisional leadership (TKK) mount
any overt action against martial law during the month. Rank-and-
file workers, while loyal to the ideals represented by Solidarity,
were intimidated, apathetic, and convinced that overt resistance

- was futile.

The population generally seemed exhausted by the impact of
the prolonged crisis and the constant strain of trying to make
ends meet amid widespread shortages. While the supply situation
did improve marginally for the holiday season, the outlook for the
rest of the winter was bleak. There was a growing sense of pop-
ular resignation that the emerging status quo was the best that
could be hoped for under the circumstances, but tt¢ 3 did not mean
either acceptance of or support for the Jaruzelski regime.

The authorities continued their harassment of Solidarity
activists and supporters, as well as of those internees released
as part of the preparation for the suspension of martial law.
Security police tracked down remaining pockets of resistance and
seized underground literature and radio transmitters; persons
suspected of underground activity were summarily tried. The first
anniversary of martial law (December 13) passed without signifi-
cant disturbances: the only confrontation of any note developed
over Walesa's plan to deliver a speech at a December 16 Gdansk
rally in memory of workers killed since 1970. The city became a
virtual garrison, with strategic areas sealed off--including the
working~class district where Walesa lives. Walesa was detained by
the police in the morning and was driven around Gdansk for some
nine hours, preventing him from addressing the crowd. The regime,
again reassured that it could control the streets and maintain
relative calm in the factories, intensified its media campaign to
claim that the process of normalization was taking hold.

Premier Jaruzelski, meanwhile, proposed legislation that
granted the government special powers in place of the martial law
restrictions which were to be suspended at the end of the month.
Although the Catholic Church decried the legislation, it now

:he fate of Solidarity and looked

lt by tli . Even re
martial law was suspenaeq, tne system of internment was abolished
ar all but a dozen of the ranking Solidarity leaders were freed.
But with Walesa effectively neutralized by the authorities, it
seemed unlikely that the freed Solidarity leaders would pose any
serious problem for the regime.

(C) Martial Law Suspended

The legislative process leading to the suspension of martial
law began at the December 13-14 special session of the Sejm
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(U) Romania announced a 1982 foreign trade surplus
of $1.8 billion, compared with a 1981 surplus of
$300 million.

(LOU) Lech Walesa released the text of a second
letter to Jaruzelski (dated Dec 1iber 4), in which
he reiterated | s readiness to work with the
authorities towar a genuine reconciliation.
Walesa called on the government to amnesty all
political prisoners, rein .ate workers fired for
union activity, and return to the principle of
union "pluralism.”

(U) Speaking on the eve of the first anniversary
of martial law, Jaruzelski promised to "suspend"
some of the "rigors" of martial law by the end of
the year.

(U) The Polish S met in special session to
debate three dri.: ~ills which would grant the
go 'rnment special powers related to the

*suspension” of most martial law restrictions.

(U) A Polish Government communique announced the
curtailment of scientific and cultural contacts
with the US. President Reagan was blamed for this
deterioration of US-Polish relations.

(U) Egyptian President Mubarak, visiting in
Europe, decided unexpectedly to stop in Romania for
talks with President Ceausesc".

(U) Hu 1rian Pinance Minister Hetenyi announced
that 19.. defense expenditure~ would increase by
4 percent over 1982.

(C) Polish security police detained wWalesa for
some nine hours to prevent him from speaking at a
scheduled worker rally in Gdansk to commemorate
workers killed in previous periods of unrest. The
rally never materialized because of the massive
riot police and military presr-nce in the city.

(U) The Romanian Communist I.rty held a national

conference to review developr~nts between party
congresses.
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Obodowski. Description of the talks as "frank and
comradely” indicated disagreements over Polish-
Czechoslovak econ iic/trade relations.

(U) Hungarian police made selective raids on
dissidents' main publication/distribution facility,
in wake of warnings to dissidents appearing in the
party daily. No arrests or detentions reported.

(U) Soviet-Polish trade agreement for 1983 signed.

(U) Czechoslovak party daily announced that a
Warsaw Pact Political Consultative Committee would
meet in Prague on January 4-5.

(LOU) The Polish news agency PAP announced that
the Ministry of Interior had « :dered the release of
all remaining internees, addii | that the internment
camps were to be "liquidated." At the same time,
the status of seven internees. all elected members
of Solidarity's national lead: 'ship, was changed to
formal arrest pending investi« tion for possible
criminal activity.

(LOU) The Polish Sejm again 1 :t to deal with the
economy; passed the 1983 budg« . and the econdmic
plan through 1985.

(0) The suspension of martial law in Poland went
into effect at midnight, one day earlier than
previously announced.

(U) The Yugoslav Parliament approved the 1983
economic development plan. The plan forecasts
higher exports and industrial and agricultural
output, while imposing austerity measures designed
to reduce investment and public¢ spending.
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THE WHITE HOUSE

WASHINGTON

e

MEMORANDUM FOR THE VICE PRESIDENT

SUBJECT: Proposed Trip to Eastern Europe

The President has approved - proposed June 1983 trip to
Eastern Europe. Since no ! -level pronouncement c¢ our
policies toward Eastern Eun _ has been made, you might
consider making a statement during your trip on U.S.-East

Euro ! relations, in particular (clarifying the policy of
diff itiation) and East-West relations, in general. Several
cons rations make your trip to Eastern Europe a highly
propitious time for making such a statement:

- It would provide a foundation for durable improvement in
U.S.-East European relations.

-- It would counter the subtle ongoing Soviet effort
initiated by Andropov's regime to establish tighter
controls and enhance Soviet influence in Eastern Europe.

- It would be perceived as a strong manifestation of our
interest in overall "East-West" dialogue.

- It would enable the Administration to address a policy
common to both U.S. and Western Europe.

I have asked NSC Staff Member, Paula Dobriansky (extension
3912), to discuss this idea in further detail with your staff.

wWilliam P. Clark

~SECRET
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MEMORANDUM FOR THE HONORABLE CHARLES P. SHULTZ
The Secretary of State

SUBJECT: Poland Update (U)

In your memorandum of December 22, 1982, to the President, you
assessed the Polish regime's decision to s ;pend martial law and
indicated a follow~up memorandum fully reevaluating the situation
and proposing policy options, would be forthcoming. 1In the
coming months, the United States will have to decide on how to
handle Polish debt rescheduling. This issue should not be
addressed in an ad hoc manner but in the context of our
projected long-term ¢ rategy toward Poland. Hence, there is a
clear need to provide the President at the earliest possible
date with an assessment of recent Polish developments and policy
recommendations, (C)

William P. Clark
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Attachments:
Tab I Memorandum to the President
Tab A Proposed White House Press Release
Tab B Shultz memorandum, February 19

Tab II Memorandum from you to Secretary Shultz
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I anderstand the difficult economic situation which

7ou now face and which may have been a factor in

this matter. We want to continue to be helpful

in meeting your economic needs. However, imple-
mentation of this new decree can only worsen our
economic relations. Mr. President, the implementation
of your new decree in its present form would put me
in the regrettable position where I would have no
alternative but to take action under the Trade Act
of 1974 to suspend Most Favored Nation treatment

of Romanian exports to the United States and to

deny future U.S. official credits and guarantees:
This is a step which I would take with the greatest
reluctance since I am fully aware of the great .
efforts Romania has made to increase its exports

to the United States to their 1981 level of over

$500 million. Nevertheless, my responsibility to
carry out the mandate of U.S. law would unfortunately
leave me no choice in the matter.

I therefore most earnestly urge that you reconsider
the implementation of your Government's decree while
our two countries jointly examine how best to .
approach questions relating to emigration. If you
would find it useful, I would be pleased to sand

a personal envoy to Bucharest to discuss with you
privately the implications under U.S. law of the .
new Romanian education repayment decree arnd related
matters of 1tual interest, including continuancs

of the Agreement on Trade Raslations between our

two count ies. In addition, I would like to suggest
that we authorize our respectxve representatives to
hold a second meeting on emigration questions in

the very near future.

I deeply_believe and trust that with patience and
understar ing on both sides we will be able to
resolve this potentially damaging problem so that
we can resume our mutually beneficial relationship.

-

.. Sincerely, ‘ .

His Excellency

Nicolae Ceausescu

President of the Socialist
Republic of Romania

Bucharest . . '









