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THE WHITE HOUSE
Office of the Press Secretary /

NATIONAL ENDOWMENT FOR DEMOCRACY

B

December 16, 1983

; . FACT SHEET~

BACKGROUND

The National Endowment for Democracy is a private,. non-profit and
nonpartisan corporatlon. The Endowment. has come into existence

.as a result of bipartisan cooperatlon involving both the Democratic
and Republican Parties, labor and business leaders and leading
representatives of other sectors of American society.

The legislative proposal to create the Endowment emerged last
spring from The Democracy Program, a study group of American
leaders, administered by the bipartisan American Political
Foundation. President Reagan announced the study in-his June
1982 speech at Westminister Hall in London as one of several U.S.
initiatives =-- both governmental and non-governmental -- to .

strengthen democratic institutions and values throughout the
world.

In its most recent session, Congress, with the Administration's
support, voted to fund the Endowment. The granting agency will

be the United States Information Agency, which -- along with the.
General Accounting Office and the relevant committees of Congress

-~ will exercise financial oversight over the Endowment's operations.

The Endowment will be administered by an independent Board of
Directors.

PURPOSE -

13

The purpose of the Endowment, as stated in its articles of
incorporation, are as follows:

1) to encourage free and democratic institutions throughout the
world through private sector initiatives, including activities
which promote the individual rights and freedoms, including
internationally recognized human rights, which are essential to
the functioning of democratic institutions;

2) to facilitate exchange between United States private sector
groups (especially the two major American political parties,
labor, and business) and democratic groups abroad;

3) to promote United States nongovernmental participation,
especially through the two major American political parties,

-more-



labor, business, and other private sector groups, in democratic
training programs and democratic institution-building abroad;

4) to strengthen democratic electoral processes abroad through
timely measures in cooperation with indigenous democratic forces;

5) to support the participation of the two major American
political parties, labor, business, and other United States
private sector groups in fostering cooperation with those abroad
dedicated to the cultural values, institutions, and organizations
of democratic pluralism; and

6) to encourage the establishment and growth of democratic
development in a manner consistent both with the broad concerns

of United States national interests and with the specific requirements
of the democratic groups in other countries which are aided by
programs funded by the Endowment.

The Endowment will make program grants to a broad range of
organizations, including, though not limited to, the AFL-CIO
affiliated Free Trade Union Institute, the National Chamber
Foundation-affiliated Center for International Private Enterprise,
the National Democratic Institute for International Affairs, and
the National Republican Institute for International Affairs.

MEMBERSHIP

The Board of Directors of the Endowment will hold its first
meeting on Friday afternoon, December 16, 1983. The Members of
the Board are:

Polly Baca Barragan, Vice Chairman, Democratic National Committee;

Ambassador William E. Brock, III, U.S. Special Trade Representative;

Mrs. Legree Daniels, Chairman, National Black Republican Council;

Frank J. Fahrenkopf, Jr., Chairman, Republican National Committee;

Dante B. Fascell, Member of Congress;

Lane Kirkland, President, AFL-CIO;

Charles T. Manatt, Chairman, Democratic National Committee;

Louis Martin, Assistant Vice President for Communications, Howard
University;

John Richardson, Youth for Understanding;

Dr. 0Olin Robison, President, Middlebury College;

Albert Shanker, President, American Federation of Teachers;

=more-



Ambassador Sally Shelton, International Business Counsellors;

Charles T. Smith, Jr., Chairman of the'Board, SIFCO;

Jan Van Andel, Chairman of the Board, Amway Corporation.

# # %

(FOR FURTHER INFORMATION CONTACT: NATIONAL ENDOWMENT FOR DEMOCRACY,
2100 PENNSYLVANIA AVENUE, SUITE 308, WASHINGTON, D.C.;
TELEPHONE: (202)293-9072)






bl
that’s why it has been discontinued. We
have not had the capability of doing
this, and that’s why the endowment
was «created.” .

Mr. Gershman insists that there is oo
contact between the C.I.A. and the en-
dewment and that before grants are
made, & list of the potential recipients !
is sent by the endowment through the
State Department to the C.1.A. to be
sure none is receiving covert funds. No
such case has been reported, Mr.
Gershman said.- .

J. Brian Atwood, president of the Na-
tional Democratic Institute for Inter-
national Affairs, which receives some
of the money, denies that the endow-
ment's work bears any resemblance at
all to earlier C.1.A. activities, which he
gaid *‘did terrible damage to our own
values” and “reflected a misunder-
standing of what our values as a demo-
cratic society were all about,” i

He said that “many institutions did-
n't know they were receiving C.LA.
money,” and that those who get money
from the endowment are supposed to
Jnow where the money comes from

o

| Congressional Criticism

and must agree to have the fact publi-

Some grants seem at least superfi-
cially similar, however. La Prensa, the
opposition paper in Nicaragua, is re-.
ceiving $100,000 worth of newsprint, ink
and other supplies this year 1o help it
gurvive. In the early 1970°s, the C.1L.A.
gave at least $1.6 million to El Mercu-
rio, the major Santiago daily, which
also faced economic pressure, from the
Government of President Salvador Al-
jende Gossens. Books and magazines
were published with C.I.A. money, and
campaigns to get out the vote were con-
ducted, as they are now with endow-
ment money.

The prospect +:f publicity causes dis-
comfort to some who receive money.
Becanse Ci has made the en-
dowment subject to the Freedom of In-
formation Act, Eugenia Kemble, head
of the A.F.L-C.I.O.'s Free Trade
Union Institute, has expressed uneasi-
ness about providing the detailed finan-
cial statements that are being required
by the General Accounting Office. Ina
draft report, the G.A.O. criticized the
endowment for inadequate monitoring
of expenditures and recommended
tighter procedures. Miss Kemble com-
plained that any report going to the en-
dowment can become public.

Since the end of World War I, the
A.F.L.-C.1.0. has funneled money from
various Government agencies to buiid
up non-Communist unions abroad. De-
spite its denials. the Jabor. 1
has been suspected of conveying C.LA.
money. Miss Kemble expressed worry
that publicity could endanger individu-
als facing dictatorial govermments and
Involved in *“‘sensitive’ work. ¥

“There are some Grantees we arc
phasing out bec they - stand
this,” she said. “There’s a failure to

'| empathize with the people out there in

terms of the political difficulties in

.| which they have to operate.”

For example, detafled expense re-
ports, i i and specifics of
the clandestine - Solidarity printing
operation inside Paland, would prob-
ably give the Polish police enough in-
formation to close down the operation.
Miss Kemble said one European organ-
isation had infiltrators in communist
unions to report on their plans and ac-
tivities; making details public would
damage the effort, she said. ™~

But Mr. Schuette, of the Republican
institute, has a different view. “We-
cannot be, secret,” he said. “There is
nothing secret. Our rule is, it’s going to
be public. Therefore, I'm not gaing to
do anything that is going to damage
people if it becomes public.”-

Is Not Uncommon

Although $53.7 million seems a small
amount when compared with the $38.3
billion atlocated in foreign aid over the
last three years, some members of
Congress abject to the grants in view of
cutbacks in domestic programs. At a
recent Congressional hearing. Repre-
sentative Barney Frank, Democrat of
Massachusetts,said, ‘“To say that
we’'re not going to fund public transpor-

tation or research on cancer because

J S—

we've got t0 give money to a French
union for political purpeses just doesn’t

i seem reasonable.

Representative Hank Brown, Repub-
lican of Colorado, raised questions
about possible conflict of interest, not-

ing that the endowment’s board in-|
cludes current or former officers of
some of the major grant recipients, in-
cluding the A.F.L-C.1O., the Demo-
cratic and Republican institutes, and
the Chamber of Commerce. Al
they do not vote on their own programs,
he said, ““The board has seen its job as
one of dividing the public money
among their own organizations.’

Mr. Gershman and others invoived
counter that the input of such experi-
enced people is essential for a wise pro-

ram. !
& But that wisdom has also been chal-
lenged. At a Cangressional hearing re-
cently, Representative Frank chided
the Democratic Institute for suppori-
ing the Secial Democratic and Labor
Party of Northern lreland, which grew
out of the nonviolent Catholic civil
rights movement. Mr. Atwood called it

-#the only major party that is seeking to

work through the democratic process,”
and said it needed help in building a
structure. A totai of $85,000 has been ai-
located for a training institute and a
geminar on financing, communications

. and organization, Mr. Atwood said.

Taxing Americans
To Tell Irish of Politics |,

Representative Frank raised an eye-
brow. “Maybe I’ve been in Massachu-
setts too long,” he said, “‘but the notion
that we have to tax the Americans 10
teach the Irish about politics seems to
me a very strange one. 1f people want
10 help one party or another in North-
ern Ireland, that’s fine. But I don't
think the American taxpayers ought o
be taxed to do that.” -
That is precisely what is happening,
however, not only in Northern ireland,
but also in Asia, Latin America and
elsewhere. Those involved argue that
democracy cannot be bolstered without
strengthening democratic institutions.
The Republicans and Derpocrats ap-

{ proach the task in different-ways. The

Democrats usually hold conferences

{ and seminars for a variety of parties in

& given country or region, while the Re-
publicans choose a particular party
| that seems to share conservative
American positions on foreign policy
‘and economic igsues, The two institutes
worked together to monitor the recent:
elections in the Philippines, document-
ing fraud and intimidation. .
The effort thus provides common

d for diverse American View-

ints. “A conservative mgayseeit asa |
better way to compete with 'the Com-
munists,” Mr. Atwood said. ¢ I1seeitas
a better way to bring about human
rights in the world and a better way to
bring about change and development in
the world.”

This sometimes puts the program at
odds with the Administration’s policies
and preferences, The Social Demo-
cratic and Labor Party of Northern
Jreland, for example, is member of
the Socialist International and a sup-
porter of the Sandinista Government of
Nicaragua, which the Reagan Admin-
istration would like to see gverthrown.

State Department *
Opposed Seoul Program

Similarly, when the Democrats pro-
a conference in Washington of
the South Korean opposition, the State
ent worried about adverse

"reaction from the Seoul Government. -

N Timts : Sun, Jure |, 1946

This kind of activity has two long-
term b?ems. he says: First, to build a
sense of international solidarity am:
those who believe in democr!cy; g:g
.second, (0 reduce the fear of same Jead-
ers in Waghington that friendly mili-
tary dlctgmrshlps may give way to
democraticaily elected governments
prove to Communist influence.

- In Mr. Atwood'’s view, this can reas-
sure “the people who are status guo-
oriented, who say that we can't get on
the side of change because we don’t
know what will happen.” -

“The fear of the unknown factor is
less if you know the peopie who.are
pushing for change,” he said.

The Republican Institute focuses

* more narrowly on moderate and con-
,servative parties. *‘We wouldn’t get in-
volved with a Socialist Party,” Mr.
Schuette said. Those the Republicans
!mve helped have often lost elections —
in Portugal, Costa Rica and Bolivia,

and most recently in Colombia, where

the Conservative Party's Presidential’
candidate, Alvaro Gomez Hurtado, lost
in a iandslide May 26 to Virgilio Barco

Vnrg_as of the Liberal Party. The grant

was intended to increase the participa-

tion of disaffected voters and party

members. .

“We do not fund political candidates
in campaigns overseas,” Mr, Schuette
said. “Our programns are not designed
or intended to have any effect on elec-
tions.”” -

This was seconded by Mr. Fahren-
kopf, the Republican national chair-
man and vice chairman of the endow-
ment. “We feel we are accomplishing
our purpose if in a country there are

free elections,” he declared. “It's
! really superfluous whether the particu-

lar parties we’re helping are victorious
or not.” "

The lines between promoting democ-
racy and promoting a particular-par.
ty’s chances in an election are hard to
draw, however. The A.F.L.-C.L.O.'s
| Free Trade Union Institute has chan-

peled money to unions and other organ-

n?.atluns associated with particular par-

‘ties in'Latin America, Africa, Asia and
Western Europe. - - -

FuerverAxd : .
"ToFrench Rightists ' .

{~ +inan unpublicized move that was
{.disclosed late last year, a $575,000, two-
i ynngrraing:'was authorized to an-ex-
treme t<wing French group, the
.National - -.Inter-University  Unjon,
known as UN.I., its acronym _in
French. In 1982, a parliamentary.in-
quiry - found that UN.I. had been
created largely by a paramilitary, ex-
tremist nationalist organization called
 Service d'Action Civique, or S.A.C.,
‘which was founded in 1947 to provide
order at meetings and protection-for
Gen. Charles DeGaulle. T
S.A.C. was infiltrated by criminal
elements in the 1960's and 70’s, the in-
quiry found, and was declared an ilie-.
. gal organization after a political scan-
dal arose around the killing of six peo-
.ple in the southern French town of
Auriol in 1981. “U.N.1. was, at its begin-
nings, a satellite movement of S.A.G.,”
the inquiry concluded, “and it is today
closelv' associated with it.” .
U.N.1. opposed the governing Social-
ists before and during the last election
campaign, pasting posters over sub-
way maps declaring, *‘Socialism is a
lie and a fraud.” It has distributed
-accusing a Catholic , aid
agency of being a Marxist-Leninist
front, and has campaigned against
what it sees as Marxist influence in uni~

R

R

1 versities. * »

Last November, after French fgur-

LN . 3 "y . *
" The endowment ‘gave the grani any-

way, the conference was held and the- *

State Department ultimately revised
its assessment. . -
On May 811, the Democrals used
their money to sponsor & conference in
| Caracas of democratic parties from
Venezuela, Chile, Argentina, Uruguay
and Spain “to share ideas and experi-
| ences of party leaders who have'been
through the same problem — ;mhtary
dictatorship,” Mr. Atwood said.

ists reported the American funding
-of U.N.L., the endowment suspended its
grant, Mr. Gershman said, leaving
$73,000 of the $575,000 undelivered. The

board is to decide next week whether to
Tesume payments on the current grant,”
‘but Mr. Gershman said that no further
grant would be made. -

It is a new process, Mr. Fahrenkopf

observed, one that is bound to run into

trouble in the beginning, if it is as bold

as it should be. ““We're going to make

mistakes,” he said. “If we don’t make

mistakes, we shouldn’t exist.,”  «

o
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FOREIGN POLICY REPORT

Selling Democracy

The National Endowment for Democracy, engulfed in controversy since it was created.
in 1984, has reached the point where its survival seems relatively assured.

BY CHRISTOPHER MADISON

O n a recent Friday morning, in the air-
conditioned banquet room of a
downtown hotel, an elite group of Wash-
ington power brokers gathered.

At the table were former Secretary of
State Henry A. Kissinger, former Vice
President Walter E Mondale, Labor Sec-
retary Bill Brock, AFL-CIO president
Lane Kirkland, a representative of the
Chamber of Commerce of the United
States and several other corporate execu-
tives, Republican National Committee
(RNC) chairman Frank J. Fahrenkopf
Jr. and former Democratic National
Committee (DNC) chairman Charles T.
Manatt and, from Congress, Rep.
Dante B. Fascell, D-Fla., chairman
of the Foreign Affairs Committee,
and Sen. Orrin G. Hatch, R-Utah,
who chairs the Labor and Human
Resources Committee.

The meeting was part of a con-
tinuing cffort to save a tiny institu-
tion that the men in the hotel room
had helped to create but that most
Washingtonians—let alone most
Americans—knew little of: the Na-
tional Endowment for Democracy.

The endowment’s president, Carl
Gershman, assumed an upbeat tone.
“While we certainly have problems,
a good deal of progress has been
made,” he told those pgathered
around the table.

He cited a recent favorable article
on the institution in The New York
Times, a better-than-anticipated re-
port from the General Accounting
Office (GAO) and some positive
rumblings from Congress, which had
extended the endowment’s life each
year by the slimmest of margins.

The outlook for next year's appro-
priation was improving daily,

- Gershman said, thanks to recent ef-

forts by Brock and Fahrenkopf in their
meetings on Capitol Hill, including one
with Warren Rudman, R-N.H., a key
Senator who once opposed the endow-
ment but was now said t0 be coming
around.

Gershman, in fact, was optimistic
enough about the future to discuss ex-
panding the endowment’s staff and look-
ing for bigger offices, a clear sign of life
in any young Washington institution, es-
pecially one constantly under fire.

The endowment’s story is partly a tale
of the difficulties in bringing a new
idea—especially a controversial and com-
plex one—to life in the Washington bu-

reaucracy.

Democracy Endowment president Carl Gershman
Some do not want the endowment to succeed.

But it is also a story of the skiliful
maneuverings by a handful of powerful
people—the board members who sat
around the table that recent morning—
who brought the endowment to life in
1983 and who continue to participate in,
and benefit from, its activities.

It is a pre-scripted drama in that it
includes the usual Washington mix: con-
gressional critics concerned about poten-
tial misuse of government funds, negative
media stories about endowment projects
that backfire and counterarguments and
justifications from the endowment's offi-
cials and supporters.

But the unique character of the endow-
ment makes the story unusual: It is a
nongovernmental, nonprofit entity
that is financed entirely by the fed-
eral government—3$18 million this
year—to conduct international po-
litical activities broadly designed to
encourage the establishment of dem-
ocratic institutions around the world,
particularly free trade unions, strong
and independent political parties
and an independent business sector.

That is 2 new wrinkle in American
foreign policy. The endowment’s
goals are clearly in line with broad
U.S. interests, but its activities seem
too undiplomatic for the State De-
partment to conduct. According to
its backers, that’s why the endow-
ment was created.

For example, several weeks before
Secretary of State George P. Shultz
visited South Korea in May to lend
support to President Chun Doo
Hwan, the endowment sponsored a
program to bring Xorean opposition
leaders to the United States for a
discussion about fostering a transi-
tion to democracy in their country.

Just as curious as the endow-
ment’s mission is its genesis.

It was created on Nov. 18, 1983,

Shepard Sherbell/ Picture Group
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in anticipation of legislation authorizing
the use of government funds to finance its
activities. On that date, 14 persons signed
articles of incorporation in the District of
Columbia, establishing the endowment as
a nonprofit corporation to “‘encourage
free and democratic institutions through-
out the world through private-sector ini-
tiatives.” Four days later, President Rea-
gan signed the bill.

The endowment is self-perpetuating:
its activities are directed by a board that
chooses new members when the terms of
existing members expire.

Because of its structure, the endow-
ment has a clubby appearance. It was
formed by a coalition of labor, business
and the two political parties, and repre-
sentatives of those groups serve on its
board. In addition, the bulk of the endow-
ment’s grants go to four institutes
established by those four core orga-
nizations when the endowment was
created.

“The core groups are vital to the
concept,” said Fascell, an endow-
ment board member and a key
founder and backer. “These groups
are fundamental to American politi-
cal life.”

Yet there are some indications
that these groups will play a reduced
roie in the endowment’s future. La-
bor, which received the lion’s share
of endowment funds during its first
two years, got less this year because
of congressional concern that labor
was overshadowing the other groups.

And because of recent controver-
sies surrounding some of the labor-
run programs, the endowment may
give greater scrutiny to those pro-
grams in the future. This may cause
some strain among endowment offi-
cials, its board and labor officials,
who have played such a pivotal role
in its creation.

For a variety of reasons, the en-
dowment has generated more controversy
than democracy so far.

The largest stir came late last year, and
involved the Free Trade Union Institute,
the institute set up by the AFL-CIO as
one of the endowment’s “core grantees”
and the recipient of 68 per cent of the
endowment’s granis during the first two
years of operations. The institute, it
turned out, was supportiug right-wing
union and student groups in France, and
critics complained that such activities
were hardly within the endowment’s
charter.

Although an endowment investigation
concluded that the French groups were
pro-democratic and legitimate grant re-
cipients, the incident has led to a series of
changes in the endowment’s operations to
allow greater oversight of the grants to

the core institutes. Endowment officials
also said that the labor institute had not
asked for further funds for the controver-
sial French programs.

Other controversies have erupted when
endowment funds appeared to be spent in
support of a particular foreign political
party even though they were intended for
political education purposes or for “get
out the vote” efforts. This happened in
Panama in 1984, for example, when the
U.S. ambassador angrily cabled to Wash-
ington that the endowment was meddling
in Panama'’s politics.

As a result of this type of controversy,
the Democratic Party’s Democratic Insti-
tute for International Affairs does not
involve itself in election activities, al-
though other grant recipients do.

Another endowment controversy came

Labor Secretary Bill Brock .
He was in on the endowment’s creation.

last spring, during congressional debate
over aid to the Nicaraguan rebels. A
Washington-based organization known as
Prodemca-—its full name is Friends of the
Democratic Center—which is involved in

a variety of activities in Central America, ~

sponsored ads in The Washingion Post in
support of the Reagan Administration’s
request for aid to the contras.

The ads became controversial in Con-
gress because Prodemca receives grants
for its activities from the endowment, and
there was some implication that endow-

‘ment funds were used for the ads.

A subsequent investigation by the U.S.
Information Agency (USIA), which ad-
ministers the endowment’s appropria-
tions, concluded that the grant to
Prodemca was properly segregated from
other funds and was used for the purposes

approved by the endowment: to buy ink
and other supplics for La Prensa, the only
nongovernment-controlied newspaper in
Nicaragua.

Prodemca’s other activities, including
the U.S. newspaper ads in support of the
contras, are financed through nongov-
ernment contributions, the USIA investi-
gation concluded.

The Prodemca incident showed a lack
of political judgment on the part of en-
dowment officials, according to Rep. Dan
Mica, D-Fla., who chairs the Foreign Af-
fairs Subcommittee on International Op-
erations, which has jurisdiction over the
endowment. The endowment ‘‘means
controversy,” said Mica, who has gener-
ally supported it.

Keith Schuette, who heads the Repub-
lican Institute for International Affairs,
said the endowment has “gasped for
every breath that it has gotten.”

Nevertheless, it may survive.

“We've had some growing pains,
but we’re coming along,” Fascell
said.

And Rep. Hank Brown, R-Colo., a
longtime endowment critic who has
tried to eliminate it several times,
said, I think it’s clear there just
aren’t the votes to abolish it.”

ORIGINS

Considering its pedigree, things
should have come easier. The endow-
ment’s origins center around a group
of people who are still closely con-
nected: Fascell, Kirkland, Manatt
and Brock, who was RNC chairman
when he first became interested in
& the idea. All remain on the endow-

. ment board.

' Others involved then and now at a
g < slightly lower level include Eugenia
& Kemble, a labor official who heads
the Free Trade Union Institute, and
Scheutte, a former aide to Secretary

of State Alexander M. Haig Jr.

Three others who were involved at the
outset but are no longer connected with
the endowment are political scientist
George Agree, historian Alien Weinstein
and Michael Samuels, who was formerly
with the Chamber of Commerce but now
serves as a deputy U.S. trade represen-
tative based in Geneva.

While Samuels left the scene because
of his new job, Agree reportedly became
disenchanted with how the endowment
was finally structured, and Weinstein,
involved in the endowment’s planning,
was passed over by the board when it
named Gershman the endowment’s first
president in 1984.

Another key participant whose involve-
ment was unofficial was R. Spencer Oli-
ver, 2 prominent behind-the-scenes Dem-
ocratic Party figure and Fascell aide who

1
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now serves as chief counsel to the Foreign
Affairs Committee.

According to several accounts, Fascell
calied in Oliver in 1982 and 1983 to help
in the negotiations between the two politi-
cal parties, business and labor over the
endowment’s final structure. Oliver has
close ties to Manatt as wel] as 10 Fascell
and served as a liaison between the then-
DNC chairman and the other endowment
partners, sources said.

He was also active in gathering support
for the endowment legislation among
House Democrats, but reportedly alien-
ated some of those involved in the negoti-
ations, particularly some Republicans.
And at a time when the endowment’s
Sponsors were trying to present it as a
serious enterprise, Oliver may have been
something of a hability because he was a
founder of the American Council of
Young Political Leaders, a USIA-fi-
nanced exchange organization that some
critics believe is a frivolous use of govern-
ment money.

The idea of the endowment goes back
to the late 1960s, when, in the wake of the
disclosures about clandestine CIA in-
volvement in the political affairs of other
countries, Fascell introduced a bill to
create an international institute that
would conduct foreign political activities
overtly rather than in secret.

But the idea got nowhere until 1979,
when Agree joined with Brock and
Manatt to form the American Political
Foundation. The foundation’s purpose,
according to a participant, was to investi-
gate ways to promote the international
activities of the American political par-
ties and *‘get the United States into the
‘democracy business.’

Three years later, the three engineered
a Reagan Administration endorsement of
the idea of promoting democracy over-
seas and then persnaded the Agency for
International Development (AID) 10 fi-
nance a $300,000 study—-the cost eventu-
ally rose to $400,000. .

Launched in November 1982, the
study was known as the Democracy Pro-
gram, and on its board were Brock,
Manatt, Kirkland, Fascell, Samuels,
Agree and several others. Weinstein was
named project director and headed a
stafl of 20, including part-time consul-
tants.

The following. April, the group issued
an interim report, and, in November,
when the papers were filed and the legis-
lation enacted, the endowment was born.

The idea seemed simple. “People have
argued for years that the United States
has something more to sell than its goods
and services,” Brock said in an interview.

“No theme,” the interim report said,
“requires more sustained atttention in our
time than the necessity for strengthening

- ences, and have just published A4f-

Spreading the Message

The National Endowment for Democracy, according to its own siatement of
principles, puts most of its efforts into “situations that offer a realistic
prospect for achieving progress toward democracy.” At the same time, it has
promised not to “neglect those who keep alive the flame of freedom in closed
societies.”

Especially, perhaps, in a country as populous as China,

Since 1984, with grants of about $400,000, the endowment has been
supporting the publication of a magazine called The Chinese Inteliectual,
aimed initially at the estimated 15,000 Chinese students studying in the
West and now distributed to about 3,000 readers in China. The first issue was
stopped by Chinese customs for inspection, but the second issue went right
through.

The founder of the magazine is Liang Heng, a disenchanted member of
the Red Guard who left China in
1981 after he married Judith Sha-
piro, an American scholar then
teaching in China.

The two have written Son of the
Revolution about Heng’s experi-
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ter the Nightmare, which chroni-
cles the changes that have
occurred in China that they noted
on their visit there last year.

The Chinese Intellectual, pub-
lished in New York four times a
year, includes scholarly and criti-
cal articles, by westerners as well
as Chinese, on Chinese politics and
history, socialism, democracy and
U.S.-Chinese relations, as well as
book reviews and poetry. Because
American pop music is now the :
rage in China, the first issue even included an article on American rock and
roll history.

“Its purpose is to present a forum for the independent discussion of ideas.
... Our magazine has an important roie to play in China’s gradual develop-
ment toward a more open and democratic society,” Heng wrote in a proposal
submitied to the endowment as part of the grant process. “The development
of a more democratic system in China will be 2 long and difhcult task.”

But the fact that Chinese officials have allowed his magazine into the
country, he said, ““must be seen as a testimony to their willingness to give new
ideas a try, and not as evidence that we have compromised our principles.”

That may well be true, especially considering this excerpt from an editorial
entitied, “Crisis of Belief in China” in the magazine’s first issue: “With the
death of ideology, knowledge is not to be feared.”

the future chances of democratic soci-
eties in a world that remains predomi-
nantly unfree or partially fettered by re-
pressive governments.”

But it clearly was a new idea. In con-
trast to their foreign counterparts, Ameri-
can political parties had little experience
in the international realm, and American
business, while active commercially over-
seas, had never, in any formal sense,
undertaken foreign proselytizing.

The Democracy Program report noted
that “there has never been a comprehen-
sive structure for a nongovernmental ef-

fort through which the resources of
America’s pluralistic constituencies
... could be mobilized effectively.”

Of all the institutions involved in the
endowment, labor had the only real track
record. Its international efforts, run out
of offices in Paris as well as Washington
by Irving Brown, the veteran head of the
AFL-CIO’s international department,
date back to the postwar period in Eu-
rope, when American labor leaders, at the
request of their European brethren, be-
came directly involved in the struggle
that pitted Western Europe’s free trade
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unions against those affiliated with the
Communist Party.

That labor unions and democracy are
related—in part through anti-Communist
ideology—has long been a tenet in the
labor movement. In 1952, AFL-CIO
president George Meany said that “the
best safeguard for world peace is free
democratic nations, and free democratic
nations can come into being through the
actions of a trade union.”

There is also self-interest involved in
labor’s overseas efforts. “When unions
can be snuffed out by governments, or
when governments create or exploit un-
free organizations that call themseives
unions, both the definition and the exis-
tence of free trade unions are threat-
ened,” Kemble wrote in a 1983 paper
that served as background for the De-
mocracy Program.

In the past, U.S. labor groups had
conducted international activities
through several regional affiliates under
the umbrella of the American Institute
for Free Labor Development, but these
activities were exclusively in the Third
World and focused more on promoting
economic growth than political develop-
ment, in large part because the activities
were financed by AID, whose mission is
economic development.

But lack of experience on the part of
the political parties and business did not
curb their enthusiasm for the endowment

concept. They were aware of the exten-

sive international activities of European
political parties, particularly West Ger-
man ones, and wanted to copy them.

Business needed little persuading in
part because Samuels, before he joined
the Chamber of Commerce, had written
an article on the subject of promoting
democracy. His interest in the subject
drew the chamber into the effort.

THE CORE GROUPS

Soon after the endowment was createdi,
the four institutes were established 10
facilitate the participation of the political
parties, labor and business in the endow-
ment’s mission: the National Republican
Institute for International Affairs, the
Democratic Institute for International
Affairs, the Center for International Pri-
vate Enterprise, which is affiliated with
the chamber, and the Free Trade Umon
Institute, affibated with the-AFL-CIO.

The notion, according to those in-
volved, was that the endowment would
serve as an umbrella for these groups,
who were to perform the bulk of the
endowment’s overseas activities.

The decision to build the endowment
around what were called the “core grant-
ees” was not, according to Brock, “inci-
dental. It is a statement of the importance
we attach to free labor, business and free

political parties.as fundamental to any
free society.”

Fascell called the core struture “vital
to the concept. ... These are the funda-
mental concepts of American political
life.”

Gershman, in an interview, said:
“There was a very clear rationale for
doing it this way. It was determined that
if you were going to be engaged in sup-
porting democratic institutions abroad,
these were central institutions” to be in-
volved. “They can relate to the paralle!
groups abroad.”

Officials associated with the institutes
contend that they, not the endowment,
have the credibility with overseas orga-
nizations to make the endowment work.
This is particularly true of the AFL-CIO,
which has a long history of international
work.

But some critics have argued that in

Endowment crific Rep. Hank Brown
Paris of its mission are “silly.”

deciding on this structure, the architects
were as concerned with carving out their
own roles in the endowment as in trying to
determine how to promote democracy.

A 1983 GAO review of the Democracy
Program study concluded that “a broader
staff composition might have prompted
more consideration of how entities other
than business, labor and the political par-
ties might participate in the envisioned
program. . . . The study’s executive board
decided that the endowment should be
established before most of the research
was completed. . . . Much of the staff at-
tention was devoted to matters related to
the endowment’s legislation. . . . Substan-
tive issues which the American Political
Foundation intended the study to exam-
ine and other issues raised by U.S. offi-
cials overseas were not addressed.”

The endowment did not begin func-
tioning fully until the spring of 1984 and
had a rocky beginning for several reasons.

Stan RBarovh

First was the matter of choosing a
president. Although Weinstein had di-
rected the Democracy Program that had
led up to the endowment's creation, he
had reportedly alienated some board
members and was passed over for the
presidency. He now heads the Center for
Democracy, an institute affiliated with
Boston University that has offices across
the street from the endowment.

Instead, the board chose Gershman,
who was then serving as counsel to Jeane
J. Kirkpatrick, the U.S. representative to
the United Nations.

Gershman also had worked at Freedom
House, a New York-based human rights
foundation, where he had met John Rich-
ardson, chairman of the endowment’s
board. He also had strong ties to orga-
nized labor and had written about the
labor movement’s role in foreign policy
and international affairs. Those ties may
have been most significant in his appoint-
ment, according to several sources, be-
cause the endowment’s labor contingent
had the controlling voice in the election of
the endowment president.

Several sources said that late in 1984,
after Congress declined to set aside any
funds in the endowment’s fiscal 1984
appropriation for the Democratic and Re-
publican institutes—in part because of
controversy over whether the parties
should be involved at all—AFL-CIO
president Kirkiand outlined a deal: Labor
wouid use only a portion of its share of the
$18 million appropriation, saving some
for the parties; in return, labor would
have final say over who was chosen as the
endowment’s president.

Fascell and labor officials denied such
a dea] 100k place, but others involved
confirmed it.

Kirkland did not win every battle, how-
ever. He fought hard against the concept
of separate party institutes, arguing that
there should be a singie bipartisan politi-
cal institute, in part because separate
institutes might become too ideological
and hard for the endowment to control.

But Republican and Democratic offi-
cials were adamant about separate insti-
tutes, and Kirkland was outvoted.

PARTY INSTITUTES

The parties’ participation has been a
continuing controversy for the endow-
ment, particularly in Congress.

Each year, some Members have tried
to eliminate the parties entirely from the
annual appropriation; last year, such an
effort failed by a single vote.

After declining to earmark any money

for the political institutes during fiscal

1984, the endowment’s first year, Con-
gress prohibited the parties from receiv-
ing any funds in 1985. In 1986, the par-
ties were under no restrictions, and the
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endowment budgeted $2 million for each
party institute program.

*“1 personally think it's wrong to have
our political parties get government
money,” Rep. Brown said.

Brock acknowledged the concern, say-
ing it stemmed from some fears that the
endowment money would be used by the
parties for domestic purposes. But he said
that concern would be reduced as the
party institutes, which have their own
boards, develop a track record.

R. Brian Awwood, a former foreign
service officer and congressional aide
who heads the Democratic institute, said
concern about party participation was
based on a féar that the U.S. parties
would meddle in other countries’ political
affairs.

Schuette, Atwood’s Republican coun-
terpart, said, “I feel much more optimis-
tic this year” about Congress’s approval,
He said that so far, the two institutes had
avoided controversy, although the Re-
publican institute was erroneously ac-
cused of giving money to a conservative
party candidate in the Costa Rican presi-
dential election earlier this year.

Not everything the party institutes do
is controversial. They jointly sponsored
and participated in an international dele-
gation to observe the Philippine electians
last year. Because it was not a govern-
ment delegation—a separate delegation
represented the United States—the inter-
national team provided another perspec-
tive on the elections and an independent
judgment of the resuits.

“Our primary area of activity might be
broadly described as ‘party-building,” ”
Atwood said. “Assuming . . . that a party
or parties within a democratic polity are
vital to its survival and should be
strengthened to perform their ongoing
role, various types of neutral advice and
assistance might be offered.” But, he
added, ““We should avoid at all costs any
identification with a party’s political rnes-
sage.”

To avoid possible controversy, the
Democratic .institute does not finance
election-related programs, even those re-
lated to voter education or registration
efforts, or election monitoring prograims.
Recently, it has used endowment grants
to bring members of the opposition New
Korea Democratic Party to Washingion
to discuss constitutional réform, the tran-
sition to democracy and free elections.

It also has established ties with the
Social Democratic and Labour Party in
Northern Ireland, the only major nonvi-
olent political movement among Catho-
lics there. Earlier this year, the institute
brought 12 of the Irish party’s leaders to
the United States for political training.

So far, Atwood said, the Democratic
group has stayed away from projects in

Central America. “If we were to get
involved there without going in with a
Latin American partner, we would be
seen as part of the Reagan Administra-
tion effort.”

The other endowment institutes, in-
cluding the labor group, do not share
those concerns.

The Republican institute, for example,
has begun forging ties with one of Guate-
mala’s conservative parties with the aim
of helping to strengthen it. Part of the
theory, Schuette said, is that “democracy
involves, in addition to constitutional and
legal liberties, the existence of political
parties, advocacy and new ideas. Democ-
racy can become stagnant. Competition
[among parties] is an integral part. The
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Rep. Dan Mica, D-Fla.
Zealousness has caused some probiems.

democratic system is strengthened by
that competition.”

His institute is also working on a pro-
posal to finance the establishment of a
research center for the conservative par-
ties in Guatemala that in Schuette’s
words, “have not been able to generate a
voice. The Right in Central America that
has abandoned the political process needs
to be brought into the democratic pro-
cess. If the right wing believes that these
democracies are inevitably socialist, they
will stay out of the political process and
democracies will not take hold.”

This is 2 message that is clear to mod-
erate political leaders in the region,
Scheutte said.

LABOR AND BUSINESS

In the endowment’s first two years, the
labor institute received 68 per cent of all
grant funds: $11 million in fscal 1984
and $13.8 million in 1985.

Richard A. Bloom

For the current fiscal year, Congress
went in another direction. After a series
of controversies involving programs fi-
nanced by the labor institute, Congress
put a cap of 25 per cent of the endow-
ment’s total appropriation for any grant
recipient. That dropped labor’s share
down to $4.3 million, still a larger share
than for any other grant recipient.

For next vear, endowment officials
have been lobbying hard to persuade
Congress to eliminate restrictions on its
activities. In mid-June, the House Appro-
priations Subcommittee on Commerce,
Justice, State and the Judiciary approved
a $17.5 million appropriation for the en-
dowment with no caps for the individual
institutes. In the Senate, the outlook is
less clear, although there is a chance that
it will not inciude a cap.

At a recent House Foreign Affairs
Committee hearing, however, Rep. Mica
said: *““To even consider changing the 25
per cent cap would be the death knell for
[the endowment]. The boat was defi-
nitely sinking™ last year, and the 25 per
cent cap, as well as other changes,
“bailed it out.” :

Labor officials, who believe they have
the most extensive international network
and track record, have expressed concern
that increased oversight, which would
force labor and others to reveal more
about their programs, would turn the
endowment into a government agency in
spirit, if not in fact, and reduce its effec-
tiveness in helping foreign groups.

Critics say that an incident surround-
ing grants of more than $500,000 to the
Union Nationale Inter-Universitaire, a
conservative, anti-Communist student
group in France that used the funds to
publish pamphiets, books and magazines,
refiected the lack of accountability that
the four core institutes enjoved. The stu-
dent group, which has been very critical
of French President Frangois Mitterrand,
was, according to several sources, a favor-
ite cause of the AF1-CIO’s Irving Brown,
and endowment officials knew little of
the project’s details. .

In an interview, Kemble said: “We are
trying to support free trade unionists who
are resisting oppression, using democratic
means that they determine themselves.
These are people and organizations who
were working before the endowment ex-
isted. *1 fear that the endowment will so
rigidly define the terms of funding that
those who need it most and can use it best
will be unwilling 1o take it. It has not
happened yet, but I hope we do not face
the future where endowment funding is
something the world’s bravest men run
from because of the dangers it creates for
them.”

Gershman, when asked whether the
endowment should be operating in West-




ern democracies such as France, said:
“It’s a tough question which we have not
resolved. Some people on the board -feel
strongly that the endowment must be
involved [in democratic countries], espe-
cially where there are strong
antidemocratic forces, such as in Portu-
gal and France. But the tendency on our
board is . .. [that] to the greatest degree
possible, resources should be spent where
democracy is weakest or nonexistent.”

In contrast to the other institutes, and
as a result of its traditional work in post-
war Europe, the labor institute’s pro-
grams include Europe as well as develop-
ing countries.

This year and last, it provided assis-
tance to Poland’s Solidarity movement by
helping to publish information about con-
ditions in Poland, gave organizational
help to Portugal’s major democratic labor
federation and is supporting a large
Basque trade union
in Spain.

The labor group is
also supporting
trade union and ru-
ral workers’ orga-
nizations in the Phil-
ippines as well as
unions in Chile,
Haiti, Paraguay and
Uruguay. Kemble
said the program in
the Philippines, to
which $4 million has
been channeled so
far, may be the most
important because it
supports the Trade
Union Congress, the
only counterforce to
the Communist in-
surgency in the
country.

The chamber’s -
Center for International Private Enter-
prise has taken a more cautious approach
to its democracy-building projects.

William T. Archey, a former Com-
merce Department official who earlier
this year became the chamber’s vice pres-
ident-international as well as president of
the center, said: “I came in with mixed
views. I was a little concerned about our

-over-all objectives. What were we trying
to do?”

The center is now focusing on countries
“where there’s a chance of having some
impact” and where there’s some form of
-private enterprise,” he said. “Private en-
terprise and democracy go together.”

The link may be indirect. By encourag-
ing development of independent busi-
nesses, voluntary trade associations, open
markets and incentives for economic

-growth, the center hopes to make busi-
. mess in the Third World “an important
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R. Brian Atwood,

contributor to pluralistic development,”
according to a statement in its annual
report. - .

To that end, it has financed projects
aimed at educating business executives
and students about private enterprise.
And earlier this vear, it began publishing,
in Spanish and English, the Journal of
Economic Growth, containing articles
written by Third World economists.

THE FUTURE

The central question for the endow-
ment’s future is whether it will begin to
develop a domestic constituency or re-
main a controversial entity whose exis-
tence is aiways in jeopardy. If it is to
accomplish the former, it will have to
change the minds of critics such as Rep.
Brown,

“The basic mission—I think there’s
merit to it,” Brown said. “But parts of it
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are silly. Involving ourselves in the inter-
nal politics of another democracy is
wrong.” ’ '
Brown has objected to the presence on
the endowment’s board of officials who
also are connected with the core grant-
ees—business, labor and the two political
parties. “It’s a tragic mistake,” he said.
“They have built in a conflict of interest.”
He has introduced legislation that would
prohibit the endowment from giving
grants to any organization connected with
a board member, but the chances of its
passage are not great because most en-
dowment officials and their supporters in
Congress argue that what Brown sees as a
conflict, they see as expertise and experi-
ence. :
The endowment’s backers say that
they expect to win their critics over in
time. “I think Washington is awfully
good at debating last year’s issues,”

head of the Democratic Institute for International Affairs
The institute’s primary area of activity is in “party building” overseas.

Brock said. “People were insecure about
whether [the endowment had] a hidden
agenda. My sense is that the concerns
expressed last year are substantially di-
minished. What’s happened is that we are
beginning to build a track record.”

Gershman suggested that a reason why
the endowment has become so controver-
sial 1s that most people do not know what
it does. “A number of Members of Con-
gress have said they changed their posi-
tion [in opposition] once they learned
about it,” he said. He added that the
extreme left and extreme right may al-
ways oppose it. “There are elements that
do not want to see an effort like this
succeed.”

Although controversies have cast light
on the grants to the French unions and
similar cases, Gershman would rather
call attention to the schools and training
program that the endowment is financing
for Afghan rebels,
the Cuban human
rights centers being
established in Eu-
rope by exiled Cu-
ban poet Armando
Valladeras and The
Chinese Intellec-
tual, a magazine
published in New
York now making its
way into China. {See
box, p. 1605.)

“We're coming
through the crucible
of fire,” Fascell said
of. the endowment.

“They’ve done
some tremendous
things,” Mica said
of the endowment’s
leaders. But “there
seems to be a zeal-
ousness that often
causes them to bypass some basic politi-
cal judgments. 1 understand and respect
the importance of the programs, but it is
government money, and if it is being used
in a controversial manner, it will attract
attention. They live and die at the will of
the Congress.”

Weinstein, who believes Gershman is
correct 10 be increasing oversight of the
activities of the core organizations, said:
“I think the endowment has survived the
hardest fights it’s going to have. I think it
will prove itself. 1 really do think it will
last.”

A critic who asked not be identified
because of past connections with the en-
dowment said: “I think the structural
problems- will continue to create flurries
of alarm. Some of the things they’re do-
ing are good. But my hunch is that if they
don’t cure the structural problems, they
will be always in jeopardy.” D

Shc;;ard Shetbell/Picture Group

WIATTIARI AT TATIMNIAT £ In0 lOr

14N0






