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EC Relations with Eastern Europe

on 14 Movember the Prime Minister and Feorelgn Secretary
digcussed the case for a UE paper for Strasbourg setting out 3
proposals on how the Community might in fotoure manage ite %F{;
relationa with Eastern EBurcpe. The paper would be a
Strasbourg surprise, not digoussed in advance with other member

states (your latter w:.-'e:nberﬁ.

The Foreign Secretary thinks that this plan has been
acmawhat overtaken. At the Elysee on 18 November, it was
agreed (your letter of 19 November) that the Commission would
report to Strasbourg on the various posgsible forms of
agreement between the Commurnity and individual Eastern
European countries. An East/West Declaration at Strasbourg
is also envisaged, with work in hand among Polltical Directors
on the basis of instructlions from Foreign Ministers in Brussels
on 27 November. The 27 November discussion went well, and
showed that other member states and the Commiszsion are in
general agreement with our approach. It follews that it
might not bast serve our lnterssts to spring a surprise -at
Strasbourg, and that it would make better sense to feed in
our ideas; to the Commission and the Presidency, in advance.

1 enclese a short paper which the Foreign secratary has
approved. TIf the Prime Minister is content with it, she might
like to give a copy to M. Delors tomorrow: the Foreign Secretary
would similarly give one to M. Dumas when he sees him on
5 December. Tha option of making puklic uge of ik at
Strasbourg would not, of course, be foreclosed by trving to
ensure tnat the Commission and Presidency texts being prepared
for Strasbourg reflect our ideas.

I am copying this letter to Neil Thornton {DTI) and
Trevor Woolley [(Cabinat Office]).

¥

(WA

(T 8 Wall)
Private Secretary

o b Powell Esg
1D Downing Straat
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THE COMMUNITY'S RELATIONS WITH EASTERN EUROPE: A FRAMEWORK

1. The Community wishes to encourage the drive for real
democracy in Eastern Europe, within a stable framework.
Just as political reform goes together with economic
liberalism, so the Community’s encouragment should entail

both pelitical and economic support.

2. 'he Community has long followed a policy of
differentiation between the countrles of Eastern Europe
according te the degree of economic reform already achieved.
The scope of the Community’s bilateral trade and cooperaticn
agreements with individual Eastern European countries has
been tailored to reward and encourage economic reform. This
principle should apply also to political reform.

3. The Community should not therefore treat Eastern
Europe as a bloc, or envisage new regional, multilateral
structures. While it is right te lay down principles of
general applicability to all Eastern Eurcpe, particular
arrangements should be on a country-by-country basis,

reflecting individual circumstances.

4. Hone of the existing models of Community
raelationships with European neighbours:
- "Assoclation Agreements®™, as with Turkey, Cyprus and
Malta:
= "Cooperation Agreements"™, as with Yugoslavia and other
Mediterranean countries;
- Free Trade Agreements, as with the EFTA countries now;
or

— the broader EC/EFTA relaticnship now being explored

is necessarily exactly right for the relationship with

emerging Eastern European democracies. New forme of
association, including elements from several existing ones,
may be ragquired.,
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5. Such arrangements should in principle be open to all
Eastern European countries. The speed and scale cf
development of each arrangement will reflect the needs and
new clrounstances of the individual ecountry, especially the
degrea of reform achieved.

G A general principle applicable to all should be that
political reform justifies a political response. As
democracy and respect for human rights take root in Eastern

Europe, so the countries in question should be encouraged to

acceda to the Eurcpean Convention of Human Highte and should

be welcomed as full members of the Council of Europe. The
community should be ready for full political dialogue with
them; and links between member state Parliaments - and the
Eurcpean Parliament - and East Eurcpean legislatures should
be strengthened. The extent of such dialogue should reflect
the scale of political reaform.

T In developing closer economic links, the aim should be
to reinforce reform in Eastern Eurcpe. This will mean:

(a) the opening up of trade with Eastern Europe and
within Eastern Euraope:

(b) providing emergency short-term assistance,
coordinated in the Group of 24, under Commission
auspices;
encouraging the development of leocal technical
and entreprensurial skills, which could involve
extending relevant existing programmes - e€.d.
ERASMUS and EUREKA - to Eastern Europe;
encouraging the development of structures
favourable to inward investment in Eastern
Eurcpe; and
offaring the right long-term financial
assistance, in the context of programmes agreed
with the IMF.
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In all cases, the scale of Community economlic support should
be proporticonate to the degree of economic and political
reform achieved.

8. Where economic and political reforms are successful,
closer institutional assocliation of the individual East
European countries with the Community, as envisaged under
Article 238 of the EEC Treaty (with regular meetings at the
political level), may make sense, In addition, following
the introduction of market mechanisms, the development of

economic and institutional relationships similar to thosze

now existing between the Community and the EFTA countries
could become appropriate.

9. Eventual applications for Community membership cannot,
under the Treaty, be excluded. But this is not a question
to be addressed now, for the Community cannot envisage any
accession negotiations before 1993, and no Eastern Eurcpean
country is ready, politiecally or economiecally, to meet the
obligations of Community membership. Forms of association
for the short to medium term should therefore neither lead
automatically to, nor automatically exclude, eventual EC
enlargement.

10. The development of the Community’s relationships with
Eastern Europe should be dynamic and incremental: progress
should be reviewed, and further steps charted, at successive
European Councils.
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INFORMAL MEETING ON EASTERN EUROPE: DUTCH REACTIONS

SUMMARY

1. DUTCH PRESS WIDELY REPORT CAUTIOUS NETHERLANDS RESPONSE TO
MITTERAND'S FPROPOSAL FOR A EURDPEAN DEVELOPMENT BANK. MIXED VIEWS ON
THE UTILITY OF THE PARIS MEETING,

DETAIL

2. AT A PRESS CONFERENCE ON HIS RETURN TO THE NETHERLANDS, FOREIGN
MINISTER VAN DEN BROEK SAID THE THE PARIS MEETING HAD HELD ''ND
SURPRISES''. HE DESCRIBED IT AS AN OPPORTUNITY TO ''SYNCHRONISE
WATCHES'' AT A TIME OF RAPID DEVELOPMENTS AND SAID THAT IT HAD BEEN
AGREED THAT THE COMMISSION SHOULD EXPLORE THE OPPORTUNITIES FOR
ECONOMIC, FINAMCIAL AND POLITICAL COOQOPERATION WITH EASTERN EUROPE. HE
SAID THAT THE EC AND NATO REMAINED THE APPROPRIATE INSTRUMENTS FOR
PRESERVING STABILITY IN EUROPE BUT ADDED THAT IT WAS IMPORTANT THAT
THE WEST GIVE CLEAR SIGNALS THAT IT WOULD NOT PROMOTE OR EXPLOIT
POLITICAL UMREST IN EASTERN EURQPE. HOWEVER, ECONOMIC AID FROM THE EC
WAS CRUCIALLY DEPENDENT ON DEMOCRATIC REFCRM. VAN DEN BROEK WAS
CAUTIOUS ABOUT MITTERAND'S PROFPOSAL FOR_A SPECIAL FINANCIAL
INSTITUTION TO CHANNEL FUNDS TO EASTERN EUROPEAN COUNTRIES
IMPLEMENTING REFORMS. THE DUTCH VIEW, HE SAID,. WAS THAT EXPERTS
SHOULD FIRST CONSIDER WHETHER EXISTING INSTITUTIONS SUCH AS THE
EUROPEAN INVESTMENT BANK COULD UNDERTAKE THE TASK.

3. ALL DUTCH PAPERS REPORTED VAN DEN BROEK'S REMARKS. MOST
CONCENTRATED DN THE MITTERAND PROPOSAL FOR A BANK,. AND THE CAUTIOUS
DUTCH RESPONSE. ASSESSMENTS OF THE UTILITY OF THE MEETING WARIED. DE
VOLKSKRANT C(LEFT OF CENTRE) THOUGHT THAT IT HAD PRODUCED WO
''"CONCRETE RESULTS'', COMMENTING THAT MEMBER STATES HAD ALREADY
PREVIOUSLY AGREED ON THE NEED FOR FINANCIAL AID TO EASTERN EUROPE.
FICKING UP THE POINT THAT THE MEETING HAD AGREED THAT DEMOCRATIC
REFORM WAS THE PREREQUISITE FOR AID, NRC HANDELSBLAD CLIBERAL)
COMMENTED THAT SUCH REFORM COULD TAKE A LONG TIME TO IMPLEMENT AND
THAT ASSISTANCE WAS NECESSARY NOW. NRC ADDED THAT THE MEETING HAD
PRODUCED NO NEW IDEAS ABOUT HOW TO RESPOND TO DEVELOPMENTS OF
EXTRAORDINARY SIGNIFICANCE. ALGEMEEN DAGBLAD (LIBERAL) ON THE OTHER
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IN DEMONSTRATING TO THE US AND

SOVIET UNICN BEFORE THEIR SUMMIT MEETING THAT THE COMMUNITY, TOD, HAD
AN ACTIVE ROLE TO PLAY IN EAST/WEST RELATIUNS.

JENKINS

DISTRIBUTION

MATN 125
BERLIN/INNER-GERMAN RELATIONS
. CWIDE)

LIMITED

WED

SOVIET

EED

ECDCE)

SEC POL D

MAED

FUSD

CECE

NEWS

INFO

NAD

ABDITIONAL 15

BERLIN/INNER=GERMAN (WIDE)

PAGE

PLANKRERE
RESEARLCH

RMD

CRO

Ps

P5/MR MAUDE
PS/MR WALDEGRAVE
PE/PUS

PS/SIR 4 FRETWELL
MR P J WESTON

MR BATMNE

MR RATFORD

MR GOULDEN

MISS SPENCER

PS/HNO 10.

2

UNCLASSIFIED




UNCLASSIFIED

017235
. MODLIAN T935

UNCLASSIFIED

FM PARIS

TO PRIORITY FCOD

TELND 1543

OF 201736L NOVEMBER 8%

INFO RCUTINE OTHER EC POSTS, WASHINGTON, MOSCOW

INFORMAL MEETING ON EASTERN EUROPE : FRENCH PRESS REACTION
SUMMARY

1. GENERAL SATISFACTION. DIFFERENCES BETWEEN UK AND FRANCE
TREATED IN REASONABLE TERMS. MITTERRAND TO MEET BUSH IN
DECEMEER.

DETAIL

2. WHATEVER THEIR POLITICAL PERSUASION THE PRESS EXPRESS
GEMERAL SATISFACTIOMN AT THE OUTCOME OF THE DINNER ON 18
NOVEMBER. SOME POINT OUT THAT THE AGREEMENT TO WELCOME
DEVELOPMENTS IN EASTERMN EUROPE WAS HARDLY SURPRISING OR
DIFFICULT TO REACH, ARGUING THAT ALL THE HARD DECISIDNS ARE
STILL TO COME, BUT MOST GIVE MITTERRAND CREDIT FOR ORGANISING
AND ARTICULATING A PROMPT POLITICAL RESPONSE TO FAST-MOVING AND
FAR-REACHING DEVELOPMENTS ON THE COMMUNITY'S OWN CONTINENT.
SENIOR POLITICIANS AND COMMENTATORS HAVE TAKEN PRIDE IN THIS
EVIDENCE THAT THE TWELVE CAN SPEAK WITH ONE VOICE AND MAKE THEIR
MARK IN THE WORLD. THE OPPORTUNITY TAKEN BY KOHL TD REAFFIRM
H1S COUNTRY'S CONTINUED COMMITMENT TO EUROPEAN INTEGRATION IS
APPRECIATED, WHILE MITTERRAND HIMSELF IS5 SEEN AS HAVING GIVEN
GROUND IN ACCEPTING THAT ECONOMIC ASSISTANCE TO EASTERN EUROFE
SHOULD BE CONDITIONAL ON PROGRESS TOWARDS FULL DEMOCRACY BEING
SUSTAINED.

3. THE TwWO0 MAIN DIFFERENCES OF OPINION BETWEEN THE UNITED
KINGDOM AND FRAMCE ARE CORRECTLY IDENTIFIED BUT DESCRIBED IN
GENERALLY REASONABLE TERMS. THE UK IS SEEN BY SOME NEWSPAPERS
AS ENJOYING AT LEAST PARTIAL SUPPORT FROM THE FRG IN ITS
RELUCTANCE TO COMMIT ITSELF TO THE ESTABLISHMENT OF A SPECIAL
DEVELOPMENT BANK WHILE THE MEETING IS SEEN AS HAVING DONE
NOTHING TO CONVINCE THE BRITISH OF THE VALIDITY OF THE FRENLH
THESIS WHEREBY EVOLUTION IN EASTERN EUROPE CALLS FOR SWIFTER
INTEGRATION IN WESTERN EURDPE. THE FORTHCOMING DISCUSSIONS AT
STRASBOURG ON EMU AND THE SOCIAL CHARTER THUS REMAIN AS
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4. LE MONDE, WRITING AFTER THE OTHERS, IS ABLE TO FILL OUT A
SLIGHTLY OBSCURE ALLUSION MADE BY MITTERRAND DURING HIS PRESS
CONFERENCE T0O A POSSIBLE MEETING BETWEEN HIM AND BUSH. THEY SAY
THAT ACCORDING TO ELYSEE SOURCES SUCH A MEETING WILL TAKE PLACE
SOMETIME IN DECEMBER BUT AFTER THE STRASEOURG COUNCIL AND AT A
PLACE YET TO BE DETERMINED OUTSIDE FRANCE AND THE UNITED

STATES. THIS MEETING WOULD BE IN ACDITION TO ANY POSSIBLE
REPORT BACE BY PRESIDENT BUSH AFTER THE MWALTA MEETINHNG TO HIS

ALLIES IN BRUSSELS.
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1% November 1989
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EUROPEAN COMMUNITY HEADS OF GOVERNMENT MEETING IN PARIS
18 NOVEMEER

European Community Heads of Government met in Paris on the
evening of 18 November, at President Mitterrand's invitation, to
discuss recent developments in Eastern Eurcpe and the Community's
respense. Heads of Government met alone for a much greater part
of the tTime. The account of their discussion which follows is
based on the Prime Minister de-briefing after the meeting and her
scribbled notes. You will also have received the transcript of
her press conference which of course stands as her report on the
discussions,

Immediately she emerged from the meeting, the Prime Minister
summarised the main points to us as follows, Everyone was agreed
on the need to encourage reform throughcut the Soviet Union and
Eastern Eurcope. But the Community must make clear that it wanted
full democracy, meaning genuine elections and all the human
rights embodied in the Helsinki Final Act. At the same time
change and reform in Eastern Eurcpe needed a background of
stability and security. NATO's importance must be reaffirmed,
together with recaqnltiun that both aAlliances - HATO and the
Warsaw Pact - would remain in existence. The Community shauld
decide at the Strasbourg European Council on further practical
measures of help for Eastern Europe. One element would be
additicnal financial assistance, and the particular urgency of
Hungary's and Poland's needs wera recognised, together with the
importance of early agreement with the IMF. Such assistance
sheuld be tied to progress towards full democracy. There should
alsoc be help with training, particularly in management; and
consideration should be given to extending some existing Eurcpean
Community programmes to Eastern Eurcpe. Examples were the
ERASMUS and EUREKA programmes as well as the audio-visual
initiative. President Mitterrand had tried to conclude that the
French propasal for an Eastern Europe development bank had been
agreed, but this was contested by the Prime Minister and
Chancellor Kohl, with the result that the proposal would be
further studied and discussed again at the Strasbourg European
Council. It was further agreed that the Commission would report
on the various possible forms of agreement between the Community
and individual East European countries so that Heads of
Government would see the scope for strengthening links with themn.
The Prime Minister made the point that the Strasbourg Eurcpean
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Council ought also to make clear that no further enlargement of
the Community could be considered at least until after completion
of the Single Market. There had been no discussion of internal
Community matters, such as economic and monetary union or of the
need to accelerate the development of the Community.

As you will see this account, which the Prime Minister
repeated at her press conference, conflicts with President
Mitterrand's account at two points. He claimed at his press
conference that a development bank had been accepted in principle
by all participants. He also claimed agreement that evelution in
Eastern Europe should be balanced by integration in Western
Europe. The Prime Minister is adamant that neither point was
agreed (and the second not menticned).

The Prime Minister's more detailed notes give the following
picture. Before dinner, President Mitterrand posed a number of
quastions which needed to be discussed. Should the Community
give aid to Eastern Europe bafore democracy was firmly
established? 0Or should democracy be made irreverszible first?
Should the guestion of borders in Europa be far discussion? What
more could the Community de in terms of practical help? What
would be the implications of additional help to Eastern Europe
for the Community's existing programmes for the ACP countries and
cthers? How should these matters be pursued at the European
Council in Strasbourg?

chancellor Kchl then spoke for some 40 minutes through the
first part cof dinner. He said that pecple wanted to hear
Europe's voice. The Community must assume a leading role in
responding to events in Eastern Europe. He assured his
colleagues that the FRG's commitment to Europe was in no way
diminished by what was happening in East Germany. That was the
view of the vast majority in the Federal Republic. The FRG was
European and would remain European, as well as a loyal member of
HATD. Indeed these events would not have happened had NATO and
the EC not existed. Great credit was due alsc to Mr. Gorbachev.
His problems had increased significantly, but it was in the
west's interest that perestroika should succeed. There was an
urgent need for further economic and financial help for Poland
and Hungary. In Poland's case we should all work for agreement
with the IMF by the end of the year at the latest. Turning to
tha CZDR, Chancellor Kohl said that some three million pecple had
vislted the FRG last weekend and ancther million were likely to
come this weekend. But fewer people now wanted to leave
permanently. A new government had been appointed. But political
and economic reform would need to go much further than hitherto
envisaged. He had urged Herr Krenz to follow the Polish and
Hungarian model. The West must not destabilise the GDR. The
FRG would be ready to give ald in every area - roads, telephone
network, the environment - but only on the basis of genuine and
irreversible reform. A date for elections must be set as =con as
possible, a proper rule of law established and political
prisoners releasad. Chanceller Hohl continued that there should
be no discussion about borders. But the people of Germany must
he allowed to determine their future for themselves. The right
of salf-determination was paramount and he would abide by
whatever decision was reached.
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Signor Gonzalez spoke next. The only peint which the Prime
Minister recorded him as making was that the priority must be to
see democracy firmly established in Eastern Eurcpe before other
questions were addressed.

The Prime Minister then spoke herself. The changes in the
Soviet Union and Eastern Europe were historic. For the first
time, countries were moving from Communism to democracy and free
enterprise. But we must not succumb to eupheoria. The changes
were only just beginning and getting genuine democracy and
egonomic reform in Eastern Europe would take several years.

There was no question of changing Europe's borders, which had
been confirmed in the Helsinki Final Act. Any attempt to ralszea
this or the issue of reunification would risk undermining

Mr. Gorbachev's position, which could in turn put at risk
avyerything that had been achieved in Eastern Europe. It would
also ocpen a Pandora's Box of border claims right through central
Eurcpe. It was essential to create a background of security and
stability for the changes in Eastern Eurcpe. That meant keeping
NATO and the Warsaw FPact. The NATO heads of government meating
on 4 December would bea the occasion to reaffirm the ARlliance's
continuing importance. We must not let public opinion believe
that defence was no longer necessary. The Prime Minister agreed
that we neaeded to consider furthar financial and economic help to
Poland and Hungary: +the Strasbeourg European Council should reach
decisiong on this. We also needed to consider which of the
various forms of association/cooperation envisaged in Article 237
of the Treaty of Rome were most appropriate for relations between
the European Community and Eastern Buropa in future. That too
could be considered further at Strasbourg. But it would ba best
to do 1t in the context of making clear that the Community was
not prepared to consider new applications for membership, at
least until the Single Market had been completed, which would
postpone the whole guestion for several vears,

Herr Schluter came in next, commending further aid for
Poland and Hungary and suggesting that debt forgiveness might be
necessary. He agread that the condition for help must be that
the East European countries were moving towards real democracy.
He asked akout the French proposal for a development bank. In
principle he was favourably disposed towards this.

Signor Andreotti spoke about the practical difficulties of
giving aid to Poland. There were simply not the organisations
there to cope with it. He agreed that an investment bank to
organlse investment could be helpful. He alsoc agreed that
existing Alliances should be maintainad. Developments in Eastern
Europe underlined the importance of the CSCE process. He agreed
with the Prime Minister that it was wital not to raise the issue
of borders: everyone should stick to tha Helsinki Final Act.

M. Santer congratulated Chancellor Kohl on the strong stand
he had taken in favour of reform. Europe had nothing to fear
from a demccratic Germany. He wanted to see EC aid for Eastern
Europe expanded, and was willing to contemplate a new institution
such as a development bank. He agreed that borders were not for
discussion. If one started down that road, the whole European
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structure would collapse.

M. Martens said that European integration must move forward.
There was no guestion of discussing borders. NATO would continue
to provide the basis for the West's security. He doubted
whather Mr. Gorbachev could survive 1f the guestion of borders in
Europe were raised openly. He favoured further aid to Eastern
Europe.

Senor Cavaco Silva said that aid should be on a case by case
basis. He was sceptical about the nead for a new institution:
the IMF, the Werld Bank, IFC, the OECD were already available.

He noted that there was concern on the part of some of the Lomé
countries, particularly in Africa, that they would lose out if
the Community gave more assistance to Eastern Europe. He
recalled that Portugal had experience of changing from Communism
to democracy. It was important that the process should not
craate destabilisation. We should all reaffirm the importance of
HATO and its cohesion, and retain the closast poesible
relationship with the United States.

Mr. Sartzetakis spoke at great length but the Prime
Minister's notes are not very revealing. Greece was the only
aexample in the post war era of a country which had withstood the
advance of Communism without any outside help (l!). The unity of
Europe must now be preserved. The Community should adopt a clear
position on further help to Eastern Europe. Poland's case was
the most urgent. It would be a mistake to wait for full
democracy to be established before giving aid. He was fearful
about Mr. Gorbachev's vulnerability. It was much too early to
start talking about borders: they should stay as they ware. HNor
should wa think of adding or shedding membars of aither of the
two Alliances. He liked the idea of a development bank, which
would be proof of Eurcopean solidarity, although he would like to
see gountries outside the Community participate as well.

Mr. Haughey said that Community aid should neot be used to
prop up old regimes. But equally it was not possible to wait for
full reform.

Mr. Lubkbers said there should not be too many pre-conditions
£ aid. There should be no discussion of borders and we should
make clear to Mr. Gorbachev that we did not Envisaqe any change
in either NATO or the Warsaw Pact. He was in principle
favourable to the idea of a development bank and supported tha
Prime Minister's suggestion that we should examine different
forms of agreement between the Community and Eastern Europe. He
attached particular importance to bringing East European
countries into the Council of Europe. He claimed there was no
discussion in Holland of the German question.

M. Delors reported on his recent visits to Hungary and
Poland and said that the Commission would come forward with
proposals for further assistance to these two countries. He had
been impressed by the readiness of the Hungarian government to
take tough economic measures. The Commission would alsc come
forward with a proposal for a trade agreement with the GDR, as
well as detailed proposals for a development bank. These should
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be discussed at Strasbourg. He stressed the importance of the
forthecoming meeting of the Group of 24 on 13 December to discuss
further help to Poland and Hungary. He was optimistic that
agreement would be reached between Poland the IMF by the end of
the year. He hoped that Community countries would contribute to
the proposed stabllisation fund for Poland and teo a bridging loan
for Hungary.

Discussion then became rather more general. The Prime
Minister and Chancellor Kchl both expressed scepticism about a
development bank. Chancellor Fohl said that it was something to
be looked at for the future. Both agreed that the proposal
should be studied but were not ready to endorse it. Chancellor
Fohl urged that particular reference should be made to
Yugoslavia's difficulties. He alsoc noted that the FRG had now
agreed to contribute 5250 millien to the stabhilisation fund for
Poland. With the $250 million already promised by the US, that
left %500 million for others to find. More generally he
stressed that time was of the essence in both Poland and Hungary
and the Community must respond to their needs quickly. Ha was
sceptical whether there would be free elections in East Garmany
within 12 months.

President Mitterrand then summed up that the Community
should encourage reform and democracy throughout Eastern Europe
with free elections and full human rights. There was no
disposition to raise the guestion of borders. There should be
further discussion of practical help for Eastern Europe at the
Strasbourg European Council, as well as of the possibility of
extending scme existing European Community programmes to these
countries. The proposal for a development kbank should also be
addressed at Strasbourg. The Community was following with
sympathy the efforts of Yugoslavia to deal its economic problems
and expressed support for reform in Czechoslovakia and Bulgaria.
He would make these points at his press conference.

I am copying this letter to John Gieve (HM Treasury), Neil
Tharnton (Department of Trada and Industry), Brian Hawtin
(Ministry of Daefence) and Travor Woolley (Cabinet Officae).

MM

e

TR

(C. D. POWELL)

Stephen Wall, Esq.,
Foreign and Commonwealth Office.
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10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary
19 Movember 1985

EUROPEAN COMMUNITY HEADS OF GOVERNMENT MEETING IN PARIS
18 NOVEMBER

It might be worth recording a few points which come up at
the dinner for Heads of Governments' aides held at the Elysée on
Saturday night in parallel with the more august events. Jean-
Louis Bianco and Jacques Attali presided.

Pascal Lamy (Commission) reported eon the visit to Poland
and Hungary by Delors and Dumas. In Poland they found
uncertainty whether to go for a crash programme of economic
reform with mawimum pain: or slower and gentler refeorm. They had
also found the Hungarians uncertain about what they wanted from
the Community, but resoclute in their determination teo take tough
economic decisions.

In a discussion of what sort of agreements between the
Community and Eastern Europe might be appropriate in future, the
general feeling was that Asscciation Agreements would be going
too far, at laast at this stage. No-one saw a need for nev forms
of agreement: Article 237 of the Treaty of Rome alaready offered
sufficient flexibility.

Jacgues Attall spoke about the proposed Development Bank.
It should be modelled on the existing regicnal banks of the World
Bank. The Eastern European countries should be members of it as
well as the Community. The Community would provide 51 per cent
of the capital. The main purpose was to provide an identifiably
Eurcopean initiative. The French would press very hard for
agreement in principle at Strasbourg. It need not be the
occasion for new money, but rather rationalisation of existing
scurces of finance for Eastern Europa. It would lend on looser
conditions than the EIB. In discussion I was the only one to
dispute the need for or efficacy of such an institution
{although the Germans and Portuguese expressed private doubts).

The Portuguese argued that developing countries associated
with the Community were very perturbed by the proposed aid for
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Eastern Eurcpe, which they feared would be at thelr expense.

I am copying this letter to John Gieve [HM Treasury), Neil
Thornton (Department of Trade and Industry), Myles Wickstead
(Overseas Davelopment Administration) and Trevor Woolley (Cakinet
Office).

Stephen Wall, Esq.;
Foreign and Commonwealth Office
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AND TO RODUTINE EC POSTS, WASHINGTON, MOSCOW, WARSAW, BUDAPEST
AMD TO ROUTINE EAST BERELIM, PRAGUE, SOFIA, BELGRADE, ANAKARA
AND TO ROUTINE VIENNA, UKDEL STRASEOURG

INFORMAL MEETING ON EASTERN EUROPE:
MITTERRAND'S FRESS CONFERENCE

SUMMARY
1. UMANIMOUS JOY AT DEVELOPMENTS IN EASTERN EUROPE AND AGREEMENT

OVER NEED TO ENCOURAGE AND HELP, WITH ECONOMIC ASSISTANCE DEPENDANT
OM PROGRESS TOWARDS DEMOCRACY. TROIKA TO STUDY SPECIFIC MEASURES IN
PARTICULAR PROJECT FOR DEVELOPMEMT BANK FOR EASTERN EURDPE.
INSTITUTIONAL LINKS BETWEEN EC AND E. EUROPE POSSIBLE FURTHER DOWN
THE ROAD: MEANWHILE NO ENLARGEMENT, AND SOLIDARITY WITH EAST TO BE
BEALANCED EBY PROGRESS OVER CﬂHEiRUETIDH OF COMMUNITY., STRASBOURG
COUNCIL NOW FREE TO DISCUSS THAT.

DETAIL
2, DESCRIBING THE DISCUSSIONS PRESIDENT MITTERRAND EXPLAINED THAT

GUESTIONS OF EUROPEAN COMMUNITY CONSTRUCTION WOULD BE TACKLED AT THE
STRASEOURG COUNMCIL: THE PURPOSE OF THIS MEETING HAD BEEN TO DISCUSS
THE REPERCUSSIONS OF EVENTS IN EASTERN EUROPE ON EUROPE AS A WHOLE,
BOTH EAST AND WEST.

3. ALL REPRESENTATIVE HAD DECLARED THEIR OVER-RIDING REACTION TOD BE
ONE OF JOY. THEY WERE ALL DETERMINED TO DO EVERYTHING FOSSIBLE TO
ENCOURAGE REFORM IN EASTERN EUROPE. THEY WERE AGREED THAT THE
EXISTENCE OF THE COMMUNITY OF TWELVE WAS A STIMULUS AND AN
INSFIRATION. A STRONG WELL=-STRUCTURED COMMUNITY DETERMINED TD MOVE
FORWARD WOULD BE A FACTOR IN MOVES TOWARDS FREEDOM IN EASTERN
EUROPE .

4. EVOLUTION IN EASTERN EUROPE SHOULD BE BALANCED BY INTEGRATION IN
WESTERN EUROPE. THE MORE EASTERN EUROFPE MOVED FORWARD THE MORE
WESTERN EUROPE MUST REAFFIRM ITS DESIRE FOR PROGRSS TOWARD UNITY.
OTHER COUNTRIES WITH LINKS TO THE COMMUNITY MUST NOT BE FORGOTTEN
SUCH AS THE LOME COUNTREIS AND EFTA.
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5. THE COMMUNITY MUST SUPPORT ANYTHING THAT HELPED EVOLUTION. THEY
WERE READY TO COOPERATE IN CONTRIBUTING TOD THE INSTALLATION OF
HEALTHY ECONOMIES BUT THE PRECONDITION FOR COMMUNITY COCPERATION WAS
A RETURN TO DEMOCRACY, RESPECT FOR HUMAN RIGHTS AND MOVES TOWARDS
FREE ELECTIONS.

&. ON POLAND AND HUNGARY A SERIES OF SPECIFIC MEASURES HAD BEEN
CONSIDERED. THE INITIATIVE TAKEN AT THE G7 SUMMIT HAD BEEN RECALLED,
AND THE MEETING OF THE 24 DUE IN DECEMBER. AN IMF AGREEMENT WAS AN
ESSEMTIAL FIRST STEP WHICH MUST BE ACHIEVED FAST. POLAND REQURIED A
STABILISATION FUND OF PERHAPD 1 BILLION DOLLARS, HUNGARY BRIDGING
CREDITS. MOVES TOWARDS DEMOCRACY IN THE GDR HAD BEEN DISCUSSED WHILE
THE CRISIS IN YUGOSLAVIA HAD BEEN EVOKED AND THE WEED FOR AN
EMERGENCY PLAMN THERE.

7. THE TROIKA HAD RECEIVED A MANDATE TO CARRY OUT PROMPTLY A _STUDY
FOR A PROJECT OF SETTING UP A DEVELOFPMENT BANK FOR EASTERN EUROPE.
THEY WERE ALSO TO BRIMNG FORWARD PROPOSALS FOR MANAGEMENT TRAINING
AND OTHER EDUCATIONAL FROGRAMMES.

8. THE POSSIBILITY OF OPENING CERTAIN INSTITUTIONS SUCH A5 THE
COUNCIL OF EUROPE TO EASTERN EUROPEAN COUNTRIES AS THEY MADE
PROGRESS TOWARDS DEMOCRACY HAD ALSO BEEN EVOKED.

g. TO SUM UP THE MEETING HAD REFLECTED THE MEED FOR SOLIDARITY WITH
THE WHOLE OF EUROPE, DEMOCRACY BEING THE COMMON FACTOR, AND FOR
UNITY, IE FIRM STRUCTURES WITHIN THE EC AND WITH THOSE WHO FURTHER
DOWN THE ROAD MIGHT JOIN THE COMMUNITY WHEN THEY WERE ABLE TO ASSUME
THE OBLIGATIOMNS.

10. IN ANSWER TO GUESTICNS MITTERRAND MADE THE FOLLOWING
ADDITIONAL POINTS:

A) THE DEVELOPMENT BANK. WHILE THE PRINCIPLE HAD BEEN ACCEPTED BY
ALL PARTICIPANTS THE TERMS OF REFERENCE AND CONDITIONS WDULD BE
FPROFOSED BY THE TROIKA AND COMMISSICN STUDY.

BY ENLARGEMENT WAS NOT A REASONABLE PROPOSITION UNTIL 1993,

TURKEY'S APPLICATION WOULD RECEIVE NEITHER A REFUSAL NOR AN
AEEFFTAHtE. THE COMMUNITY MEEDED A PERIOD FOR DIGESTJON. THE SAME
WOULD APPLY TO AUSTRIA AND ANY OTHER APPLICANTS FOR MEMBERSHIFP. THE
OBJECTIVE AND FINAL GOAL REMAIMED EURQPE IM ITS ENTIRETY: THUS THE
EVENTS IN BULGARIA HAD BEEN WELCOMED AS A FIRST STEP.

FPAGE 2
URCLASSIFIERD




UNMCLASSIFIED
@s70
MOADAN 4B41

C) HE. LIKE OTHER EUROPEAN LEADERS, WAS IN FREQUENT CONTACT WITH
GORBACHEV AND BUSH. THERE WOULD BE NO FORMAL MESSAGE FROM THE 12
BEFORE THE MALTA SUMMIT BUT THEIR DISCUSSION TODAY WOULD IN THE
NATURE OF THINGS INFORM THAT MEETING.

D) THE DISCUSSION TONIGHT HAD BEEN POLITICAL IN THE FULLEST SENSE OF
THE TERM. IT REPRESENTED A PROMPT RESPONSE TO DEVELOPMENTS IN A WAY
THAT LEFT THE STRASBOURG COUNCIL FREE TO TACKLE QUESTIONS RELATING
TO COMMUNITY CONSTRUCTION AND TAKE DECISIONS ON THEM. THERE WOULD OF
COURSE BE POLITICAL DISCUSSION AT STRASBOURG AS WELL, INCLUDING THE
CUSTOMARY TOUR DE TABLE WHICH WOULD COVER ISSUES OTHER THAN EASTERN
| EUROPE, FOR EXAMPLE LATIN AMERICA AND NORTH/SOUTH QUESTIONS. BUT THE
BASIS OF THE AGENDA REMAINED ECONOMIC AND MONETARY UNIOM, THE SOCIAL
| CHARTER AND THE OTHER ITEMS ALREADY PUT FORWARD.

4. FCO ADVANCE TO RESIDENT CLERK AND NO 10 (FOR INGHAM) AND TO
MEWS DEPT
FERGUSSON

YYYY
DISTRIBUTION

ADVANCE 35 IR

.BERLIN/INNER-GERMAN RELATIONS HD /WED

. (WIDE) HD/SOVIET

PS/NO 10 DOWNING 5T HD /NEWS

ME TWMGHAM. NO 10 DOWNIMNG 5T RESIDENT CLERK

Psil} MR 5 MCCARTHY SECCNATO/UKPIMOD
PS5 /PUS WG CDOR AMDREWS DCTS MATO MOD
PS/SIR J FRETWELL MRS GLOVER LEGAL ADV

ME RATFOQRD
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INFO IMMEDIATE BOMM, WASHINGTON, PARIS, EAST BERLIN, EMG BERLIN
INFO IMMEDIATE UKDEL NATD

INFO ADDRESSEES: PERSONAL FOR AMBASSADORS

FCO TELS 1548/9: CALL ON SOVIET PRESIDENT, 17 NOVEHEER

SUMMARY

1. 30 MINUTE MEETING WITH GORBACHEV TO DELIVER PRIME MINISTER'S
REPLY ON GERMANY. GORBACHEV IN EBULLIENT FORM: EXPRESSES WARM
APPRECIATION OF MRS THATCHER'S INTEREST, WHILE KEEPING UP HIS END OF
THE IDEOLOGICAL DEBATE. GORBACHEV REFERS ALSO TO HIS TELEPHONE
CONVERSATIONS WITH KOHL AND MITTERRAND, AND TO THE SUMMIT WITH BUSH.
HE STRESSES THE IMPORTANCE OF ALLOWING CHANGE TO CONTINUE IN EASTERN
EUROPE WITHOUT EXTERNAL INTERFERENCE: AND OF SUSTAINING AND
DEVELOPING EXISTING INSTITUTIONS AND EXCHANGES. SOME _RESERYATIONS
ABOUT REVANCHISM IN THE FRG, AND ABOUT WESTERN CLAIMS THAT SOCIALISH
15 FINISHED. GORBACHEV SPOKE FRANKLY, AND HIS REHARKS SHOULD BE
CLOSELY PROTECTED.

DETATIL

2. GORBACHEV (WHD HAD BEEN TAKEN UP YESTERDAY WITH THE WEEKLY
POLITBURD MEETING) 5AW ME FOR HALF AN HOUR OM THE MORNING OF 17
NOVEMBER. HE WAS ACCOMPANIED OMLY BY CHERNYAYEV, AND I BY MY
POLITICAL COUNSELLOR.

3., WHEN GORBACHEV HAD READ MY TRANSLATION OF THE MESSAGE, I
REINFORCED CERTAIN POINTS. WE APPRECIATED THE WAY THE SOVIET
GOVERNMENT HAD REACTED TO THE EVENTS IN GERMANY AND HAD BEEN STRUCK
BY THE COMMON SEMSE SHOWN BY THE LEADERS OF DIFFERENT COUNTRIES AND
BY THE GERMANS TO THIS UNEXPECTED SITUATION. GORBACHEV INTERJECTED
THAT IT WAS NOT UNEXPECTED T0 THE RUSSIANS. CCHERNYAYEV HAD SAID THE
SAME TO ME BEFOREHAND). I SAID THERE HAD BEEN CONCERN ABOUT THE
FEELINGS OF INSTABILITY, BUT NOTED THAT EAST GERMANS, THDUGH KEEN TO
VISIT THE WEST, WERE NO LONGER STYAING THERE IN SUCH NUMBERS
(GOREACHEV SAID THE QUEUES WERE NOW IN THE EASTWARD DIRECTION).
TENSION HAD DECLINED. BUT IT REMAINED VERY IMPORTANT TO PRESERVE
STABILITY, AS THE PRIME MINISTER HAD EMPHASISED TO THE PRESS AND IN
HER GUILDHALL SPEECH. GORBACHEV SAID HE HAD READ THE GUILDHALL
SPEECH YESTERDAY EVENING AT HOME.
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4. 1 SAID THAT CONTACT AND COOPERATION IN MANAGING THE CHANGING
SITUATION WOULD BE VERY IMPORTANT, AND NOTED THE SUCCESSION OF
MEETINGS BETWEEN WESTERN LEADERS AND BETWEEN EAST AND WEST WHICH WAS
IN TRAIN. GORBACHEV REMARKED THAT PRESIDENT BUSH WAS GATHERING
OPINIONS FROM WESTERM PARINERS BEFORE THE MALTA SUMMIT. HE SAID
JOCULARLY THAT HE HOPED THE PRIME MINISTER'S OPINION WOULD WEIGH
LARGELY IN THE BALANCE.

5. I SAID THEKEY POINT TO US WAS THAT THERE SHOULD BE NO EXTERNAL
INTERFERENCE IN THE AFFAIRS OF EAST GERMANY. GORBACHEV SAID, ONLY
HALF JOKING, THAT IT WOULD BE BETTER TO INTERFERE IN THE AFFAIRS OF
WEST GERMANY: "'THERE WE SHOULD EXCLAM.'' I SAID THAT WE SAW FREE
MOLTI-PARTY ELECTIONS IN THE GDR AS A VITAL STEP TOWARDS INTERNAL
STABILITY. AGAIN IN A SEMI-JOCULAR MANNER, GORBACHEV REPLIED THAT
PUTTTNG IT THAT WAS CONSTITUTED INTERFERENCE. I SAID THAT I WAS
EXPRESSING A JUDGEMENT: IT SHOULD BE LEFT TO THE PEOPLE TO DECIDE.
TO THAT HE AGREED.

&. ON REUNIFICATION, GORBACHEV INTERPOSED REFERENCES TO VARIATIONS
IN THE LIME TAEEN BY WESTERN LEADERS. IN PARTICULAR, HITI_EHR.I.HD HAD
NOT FOUND THE BEST FORM OF WORDS IN HIS OFF THE CUFF REPLY TO
JOURNALISTS AFTER HIS MEETING WITH CHAWCELLOR KOHL., I SATD THAT
DUMES HAD TAKEN A CLEAR LINE IN THE NATIONAL ASSEMBLY = AFTER SEEING
GORBACHEV IN MOSCOW; HE MNODDED. HE THEN DREW ATTENTION TO THE LINME
HE HAD TAKEN IN THE STUDENTS' FORLUM ON 15 NOVEMBER (MOSCOW TELNO
1920). THESE MATTERS WOULD FIND THEIR OWN SOLUTION OVER A PERIOD OF
YEARS. LOOK, FOR EXAMPLE, AT THE TRANSFORMATION OF BRITISH/SOVIET
RELATIONS DVER THE PAST 5 YEARS.

7. I CONCLUDED MY REMARKS BY EMPHASISING THAT WE WISHED TO REMAIN IN
VERY CLOSE CONTACT, AT DIFFERENT LEVELS, INCLUDING COMTACTS BETWEEM
SIR C MALLABY AND THE SOVIET AMBASSADOR TO THE GDR, AND ESPECIALLY
BETWEEN THE PRIME MINISTER AND HIMSELF. HE WELCOMED THAT.

B. GORBACHEV THEN GAVE HIS VIEWS. HE WAS VERY GRATEFUL FOR THE
PRIME MINISTER'S MESSAGE. IT WAS IMPORTANT TO KEEP IN TOUCH ON THIS
QUESTION. OUR VIEWS WERE NOT S50 MUCH CLOSE AS MORE OR LESS IN
AGREEMENT. HE HAD ALSO SPOKEN TO MITTERRAND AND KOHL, AND WOULD OF
COURSE BE SEEING BUSH.

9. WHAT HAD HAPPENED WAS JUST THE FIRST STAGE. WHO COULD TELL WHAT
THE SITUATION WOULD BE 2 OR 3 YEARS FROM NOW? WE WOULD HAVE TO WAIT
AND SEE. BUT THE TURN-XRUDUND HAD TAKEN PLACE - A HISTORIC TURN OF
EVENTS. THE SITUATION WOULD BECOME MORE DIFFICULT IF ANYONE
INTERFERED.

10. WE WERE ALL PART OF ONE CIVILJSATION. 1IN THEIR PROCESS OF
TRANSFORMATION, THE SOCIALIST COUNTRIES WOULD FEEL FREE DO ADOPT
USEFUL IDEAS FORM ELSEWHERE — ON ECONOMICS, FINANCE, EVEN SOCIAL
QUESTIONS. THERE WOOLD BE LOCAL VARIANTS. THESE WERE DEEP CHANGES.
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GORBACHEV SAID THAT IT WAS "'COLOSSALLY DIFFICULT'' TO SUSTAIN THIS
COURSE BOTH INMSIDE HIS 0OWH COUNTRY AND IN EASTERN EUROPE. DIFFERING
VIEWS, SOME OF A PRIMITIVE KIND WERE BEING EXPRESSED FROM THE BOTTOM
TO THE TOP OF SOCIETY, EVEN AMONG THE INTELLIGENTSIA.
11. TURNING SPECIFICALLY TO THE GDR, GORBACHEV SAID THAT HIS VISIT
TO EAST BELIN HAD CONVINCED HIM OF THE NEED TO REACT QUICKLY. HE HAD
FELT ''"FOOLISH'' WHEN FORCED TO STAND SIDE BY SIDE WITH HOMECKER TO
TWO AND K HALF HOURS WHILE THE CRODS WERE SHOUTING AT HIM TO HELF
THEM. HE ACKNMOWLEDGED THAT HONECKER HAD DOME MUCH, BUT THE TIME HAD
COME TO CHANGE. THIS WAS ""PAINFUL, BUT IT 15 NOW UNDER WAY.''
12. GORBACHEV SAID IT WAS VITAL TO STAND FIRMLY BY THE HELSINKI
PROCESS. THERE SHOULD BE NO TURNING BACK. HELSINKI I SHOULD BE
FOLLOWED BY HELSINKI II. THE PROCESS ALSO EMBRACED THE VIENNA
NEGOTIATIONS, EC/CMEA RELATIONS, CONTACTS WITH NATO, AND THE IMPORT
OF INVESTMENT AND CAPITAL. THE TWO SIDES WERE MOVING TOWARDS EACH
OTHER.
13, HOWEVER, ON THIS POINT HE DID NOT SHARE THE PRIME MINISTER'S
INTERPRETATION. AT THE STUDENTS FORUM, HE HAD HAD TO ANSWER
QUESTIONS ABOUT HER REMARKS ON THE DECLINE OF SOCIALISM. GORBACHEV
SAID, WITH A BEAM, THAT YESTERDAY HE HAD BEEN CROSS ABOUT THE
" IDEOLOGICAL ASPECT'' INTRODUCED BY THE PRIME MINISTER: ''WE ARE
CHANGING. SHOULDN'T PEOPLE LIKE YOU AND THE FRENCH CHANGE AS WELL?
1 THINK THAT YOU NEED PERESTROIKA.'®' HAVING MADE HIS POINT GORBACHEV
HASTENED TO ADD THAT THIS WAS ""NOT A THREAT'' (I SUSPECT HE HAD
KHRUSHCHEV'S REMARK ABOUT BURYING CAPITALISM IN MIND} AND THAT THE
PRIME MINISTER HAD ALREADY BROUGHT ABOUT GREAT CHANGES.
1. GORBACHEY SUMMARISED THE SOVIET POSITION A5 BEING, FIRST, TO
ENCOURAGE CHANGE BUT EXCLUDE EXTERNAL INTERFERENCE: AND, SECOND, TO
SUSTAIN EXISTING INSTITUTIONS AND THE HELSINKI PROCESS. ON THE
LATTER POINT, HE WAS PLEASED THAT A DIALOGUE HAD BEGUN BETWEEN NATO
AND THE WARSAW PACT: HE SPOKE OF '"'"INTERPENETRATION.'" THIS SHOULD
CONTINUE. THE POLITICAL ASPECTS OF THE TWO0 ALLIANCES SHOULD BE
BROUGHT TO THE FORE. HE WAS ALL IN FAVOUR OF THE GENERALS FROM BOTH
SIDES MEETING ONE ANOTHER: HE WELCOMED THE ANGLO-SOVIET MILITARY
EXCHANGES WHICH HAD NOW GOT UNDER WAY. THE GENERALS SHOULD EXCHANGE
VIEWS OM THE ROLE OF THE MILITARY IN THE NEW SITUATION.
15. GORBACHEY SAID THAT HE FULLY AGREED WITH THE POINTS THAT I HAD
MADE ABOUT § TY. THERE WERE TWO GERMANIES, TWO UN MEMEBER
STATES. THEY uEﬁ% INDEPENDENT COUNTRIES. [T WAS IMPORTANT TO BE
CLEAR ABOUT THIS. HE HAED ACTED TO PREVENT PUBLIC SPECULATION IN THE
SOVIET UNION (VIZ ABOUT THE GERMAN QUESTION), BUT ACKNOWLEDGED THAT
IT WAS NOT SO SIMPLE TO CONTROL THE LINE IN THE WEST.
14. GORBACHEV REFERRED AGAIN TO HIS CONTACTS WITH THE LEADERS OF THE
FRG, BRITAIN, FRANCE AND THE UNITED STATES, INCLUDING HIS TELEPHONE
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CONVERSATONS. HE SAID POINTEDLY THAT THERE WAS INDEED ''A BIT OF
REVANCHISM®"®' IN WEST GERMANY. WITH ELECTIONS COMING UP, THE WEST
GEEMAN GOVERNMEMT WAS AFRAID OF STAMPING ON THLS. HE HAD TOLD KOHL
ON THE TELEPHONE NQT TO FORGET THAT THE DIVISION OF GERMANY WAS A
RESULT OF GERMAN ACTIONS FIFTY YEARS AGO. KOHL HAD SOUGHT"TO

REXSSURE HIM.
17. WIRDING UP, GORBACHEV SAID TWICE MORE THAT THERE SHOULD BE NO

EXTERNAL INTERFEREMKCE. EAST/WEST EXCHANGES WERE USEFUL 50 LONG AS
THEY DION'T CONSTITUTE INTERFERENCE. AND IF THIS PROVISION WAS
RESPECTED, THE CURRENT PROCESS OF TRANSITION SHOULD RESULT IN GREATER
SECURITY, NOT LESS., BULGARIA WAS ANOTHER EXAMPLE: THE BULGARIANS
WERE DECIDING FOR THEMSELYES. HE CONCLUDED BY SENDING WARM GREETINGS
TO THE PRIME MINISTER AND THANKS FOR THE ATTITUDE SHE HAD TAKEN (WITH
A LAUGH: = ""APART FROM THE IDEOLOGICAL ASPECTS""J).

PRESS LINE
18. PENDING FURTHER INSTRUCITONS, WE ARE SIMPLY TELLING THE PRESS

THAT IT FALLS WITHIN THE CONTEXT OF THE CLOSE DIPLOMATIC CONTACTS TO
WHICH YOU REFERRED IN BONN.
19. FOR SOMMENT, SEE MIFT

BRAITHWAITE
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INFO IMMEDIATE BONM, WASHINGTON, PARIS, EAST BERLIN, BMG BERLIN
INFO IMMEDIATE UKDEL HNATO

INFO ADDRESSEES PERSONAL FOR AMBASSADORS
MIPT: CALL ON SOVIET PRESIDENT, 17 NOVEMBER

COMMENT

1. GORBACHEV WAS EXTRAORDINARILY RELAXED AND WARM - ESPECTALLY IN
HIS REFERENCES TO THE PRIME MINISTER - AND MAINTAINED A JOCULAR
BANTER FROM START TO FINISH. HE LOOKED IN THE PINK. NO SIGN OF THE
FATIGUE AND GREYMESS OF MID-SUMMER: FULL OF BOUNCING CHARM, AS HE WAS
AT LAST WEEK'S KREMLIN RECEPTION. THERE WERE NO/NO FLASHES OF ANGER.
HE DELIVERED HIS DIGS - ON OUTSIDE INTERFERENCE, ALLEGED GERMAN
REVANMCHISM AND WESTERN EXUBERANCE OVER THE DEMISE OF SOCIALISM - WITH
A VERY LIGHT TOUCH. EVEN ON GERMAN REVANCHISM HIS TONE WAS NO MORE
THAN ADMONITORY

2. GORBACHEY DARTED TO AND FRO AT HIGH SPEED, AS MIPT INDICATES, BUT
HIS THRUST WAS:

A) VERY STRONG EMPHASIS ON NON-INTERFERENCE, BUT NO/NO SUGGESTION
THAT ANY WESTERN GOVERNMENT WAS TAKING A CONTRARY ATTITUDE.

B) SOME CONCERN ABOUT THE EFFECT OF PUBLIC STATEMENTS IN THE WEST -
ON REUNIFICATION (HIS POINTS ABOUT MITTERRAND AND ABOUT GERMAN
"TREVANCHISM"') AND ON THE COLLAPSE OF SOCIALISM (THE IDEOLODGY
POINT). BUT HE SHOWED APPRECIATION THAT WESTERN LEADERS HAD DOMESTIC
FACIORS T0 COMSIDER, AS HE DID. IT WAS EVIDENT THAT HE HAD SOUGHT
AND RECEIVED EXPLANATIONS FROM THE FRENCH AND GERMANS.

C) AGREEMENT ON THE IMFORTANCE OF MAINTAINING THE DIALOGUE. HE
RARELY SEES AMBASSADORS ( I BELIEVE THIS WAS ONLY THE SECOND CALL BY
A BRITISH AMBASSADOR ON THE SOVIET LEADER SINCE KRUSCHEV'S DAY), AND
HIS DECISION TO RECEIVE THE PH'S MESSAGE IN PERSON WAS A SIGMN OF HIS
ATTITUDE. HIS TELEPHONE CONVERSATIONS AND OTHER CONTACTS WITH
WESTERN LEADERS HAVE CLEARLY HELPED TO SUSTAIN HIS PRESENT
CONFIDENCE.

D) INTEREST IN MAINTAINING AND DEVELOPING DIFFERENT CHANNELS, SUCH AS
EXCHANGES BETWEEN NATO AND WARSAW PACT GENERALS.

E) DETERMINATION TO PRESS AHEAD WITH CHANGE INSIDE AND OUTSIDE THE
SOVIET UNION, HOWEVER PAINFUL AND HOWEVER STRONG THE CRITICISM. HIS
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REMARKS ABCOUT THE "'COLOSSAL DIFFICULTY'' OF THE PROCESS AND FEELING

""FOOLISH''WITH HONECKER WERE STRIKINGLY FRANK.
3. I THINK GORBACHEV I5 CONFIDENT THAT HE HAS GOT OVER ANOTHER HUMP,

BUTR REMAINS WARY OF THE WEST GERMANS. HE WILL CONTINUE TO STAMP

FIRMLY ON REUNIFICATION TALK.
k. PERHAPS WE COULD :L00K FOR FURTHER WAYS OF FURTHER DEVELOPING THE

MILITARY DIALOGUE TO WHICH GORBACHEV ATTACHES IMPORTANCE (HE HAS
DOMESTIC POLITICAL CONSIDERATIONS IN MIND HERE, AS WELL AS POLITICAL
ONES, AS HIS DIPLOMATIC ADVISERS INDICATED TO ME BEFORE GENERAL
YAIOV'S VISIT TO THE UK IN JULY). HE NEED TO GET HIS GENERALS, WHO
ARE PROBABLY SORE AT THE WAY THINGS ARE GOING GENERALLY, OUTOF THEIR

BUNKERS AND INTO THE OUTSIDE WORLD.

BERAITHWAITE

DISTRIBUTION
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INFO IMMEDIATE BONN,. EAST BERLIN, BEMG BERLIN,

INFO PRIORITY MOSCOW, WASHINGTON, ALL NATO POSTS, DUBLIN
INFO PRIORITY UKREP BRUSSELS, EASTERN EUROPEAN POSTS

18 NOVEMBER MEETING OF THE TWELVE: FRENCH ATTITUDE TO ""THE GERMAN
PROBLEM"®

SUMMARY

1.

INFORMAL PARIS SUMMIT MEETING. COMMON INTEREST OF MITTERRAND AND THE
PRIME MINISTER IN CAUTIOUS APPROACH ESPECIALLY TO REUNIFICATION.

DETAIL

2. IN EVERY PUBLIC STATEMENT MITTERRAND AND HIS MINISTERS HAVE THE
DIFFICULT TASK OF RECONCILING THE RERGUIREMENTS OF THE INTERNATIONAL
SCENME ITSELF WITH THEIR DOMESTIC POLITICAL REQUIREMENTS. TO
UNDERSTAND THEIR CAUTION AND AMBIGUITY ONE HAS TO MAKE SOME
ASSESSMENTS ABOUT CURRENT FRENCH ATTITUDES TO GERMANY AND THE GERMAN
PROBLEM.

X. MITTERRAND MOST OF ALL, VIRTUALLY ALL OF HIS SENIOR MINISTERS AND
THE SOCIETY FROM WHICH THEY COME, HAD EXPERIENCE OF THE HUMILIATION
OF DEFEAT IN 1940 AND THE MISERY ﬂF EERH&H GCEUPATIDH SINCE THE WAR
HEEGHEILI#TIDN HAS BEEN A HEEEEEITT. THE CONSTRUCTION OF THE
EUROPEAN COMMUNITY AND THE "FRANCO-GERMAN BARGAIN ON WHICH IT WAS
BASED WERE MOTIVATED ON THE FRENCH SIDE BY THE NEED TO KEEFP GERMANY
UNDER COMTHEOL. THE DIVISION OF GERMANY WAS, IN THOSE CIRCUMSTAMCES,
A SOURCE OF CRQCDDILE TEAEE NOT OF GENUINE LAMEMT. ON THE OTHER
HAND, GIVEN THE FRAGILE AMTECEDENTS OF FRANCO-GERMAN RECONCILIATIONS
AND THE HEiD MOT TO ROCK THE BOAT IT HAS ONLY BEEM IN PRIVATE THAT
THE RELEVANT GENERATION OF FRENCH PEOPLE HAVE EVER BEEN PREFARED TO
EXPRESS THFIH'fiﬁEﬁEHT FEARS OF GERMAN POWER. THAT SITUATION HAS

YEARS AND FRUSTRATION AND
IRRITATION WITH THE PRESENT DAY FRG HAS OCCASIOMALLY SURFACED (EG
OVER FINANCIAL AND MOMNETARY ISSUES) BUT THE RELATIONSHIP ON THE

SELF-IMPOSED DISCIPLINE OR INHIBITION. AS GERMAN MUSCLE AND
ASSERTIVENESS INCREASES, SO THE FRENCH INSTINCT IS TO GRIT THEIR

.
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TEETH AND HANG ON TO THEIR POLICY OF RECONCILIATIONFANCHORING OF THE
FRG .

4. THE STRUCTURES OF THE FRANCO-GERMAN TREATY OF 1963 MASSIVELY
ENCOURAGED EXCHANGES BETWEEN THE YOUNGER GENERATION OF FRENCH AND
GERMANS, AND TIME AND *"LIFE ITSELF'' HAVE DONE MUCH IN THE
INTERVENING PERIOD TO SOFTEN MEMORIES AND TO ENCOURAGE A MUCH MORE
POSITIVE ATTITUDE TOWARDS THE FEDERAL REPUBLIC. THAT ACCOUNTS FOR
THE LEADING ROLE WHICH THE FRG PLAYS IN ANY OPINION FOLLS ON WHO
FRANCE'S FRIENDS ARE AND IN RECENT PUBLISHED OPINIONS ON
"REUNIFICATION'. THE DIFFICULT QUESTION TO ASSESS IS WHETHER THE
YOUNER GENERATICN ARE NONETHELESS INHERITING THEIR PARENTS'
UNDERLYING CAUTION AND AMEBIGUITY.

5. FROM MY OWN CONTACTS (BUT THEY TEND INEVITABLY TO BE AMONG THOSE
WHO, AT THEIR YOUNGEST, ARE IN THEIR MID &405) THE NERVOUSNESS ABOUT
WHAT IS GOING ON AT PRESENT IN EAST GERMANY IS VERY APPARENT. WHEN
ASKED WHY IT IS THAT THE OPINION POLLS INDICATE A MUCH MORE POSITIVE
RESPONSE, THE ANSWER IS5 THAT, ON S0 SENSITIVE A SUBJECT NO ONE WOULD
DREAM OF ANSWERING A POLLSTER HOMESTLY. THAT MAY BE S0 FOR THE OLDER
OMES. BUT THERE IS PROBAELY A GENUINE GENERATIONAL DIFFERENCE.
PERHAPS ALL THAT CAN BE HAIARDED IS THAT FEARS AND CAUTION REMAIN
SUBMERGED IM THE PSYCHE AND COULD EASILY RE-EMERGE EVEN AMONG THE
YOUNGER GENERATION: PARTICULARLY IF GERMAN ASSERTIVENESS COMES TO

BE WIDELY SEEN AS DIMINISHIMNE FRANCE'S ROLE AND OPPORTUNITIES FOR
LEADERSHIP.

6. PRESIDENT MITTERRAND (ACTIVE IN THE RESISTANCE) AND M. DUMAS
(FATHER SHOT BY THE GERMANS) WILL BOTH BE VERY SENSITIVE TO THE
CURRENTS OF DQMESTIC OPINION. EXPERIENCES HAS SHOWN THAT THAT IS
LIKELY TO LEAD THEM TO BE PARTICULARLY ACTIVE IN PRESSING FOR WHAT
IN THEfﬁ EYES TS5 THE MOST EFFECTIVE WAY DF BINDING WEST GERMANY TO
THE WEST - THE CEHENTINE DF EHREPEiH EQHSTRUCTIEH.

7. IN THIS CONTEXT "'REUNIFICATION'' IS OBVIQUSLY A PARTICULARLY
SENSITIVE WORD. I AM SURE THAT PRESIDENT MITTERRAND WILL SEEK TO
FOCUS ATTENTION RATHER ON THE WEED HNOT TO DO ANYTHING TO ROCK HR
GORBACHEV'S BOAT THAN ON THE PROS AND CONS OF DIFFERENT FORMS OF
POSSTBLE ASSOCIATION BETWEEN EAST GERMANY AND THE EUROPEAN
COMMUNITY. IN THAT PRIME MINISTER AND HE SEEM TO SHARE A CLEAR
COMMOMN INTEREST.

B. FCO ADVANCE COPIES TO NO 10, PS/SOFS AND HD NEWS DEPT.
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FM BONN

TO DESKBY 171400 FCO

TELNO 1127

OF 1713071 NOVEMBER 8%

INFO IMMEDIATE PARIS, UKREP BRUSSELS

INFO ROUTINE EAST BERLIN, UKDEL NATO

INFO SAVING WARSAW, MOSCOW, WASHINGTON, BMG BERLIN

GERMAN INTENTIONS AT THE PARIS MEETING OF COMMUNITY HEADS OF
GOVERNMENT

SUMMARY

AMONG PARTNERS AND OF SUPPORT FOR REFORM IN THE EDH, PﬂLhHD, HUNGARY
AND THE SOVIET UNION. NOT LOOKING FOR DECISIONS. —

e

DETlIL

2. MEETINGS OF MINISTERS ABOUT THE LINE KOHL SHOULD TAKE IN PARIS
TOMORROW ARE STILL CONTINUING IN BONN. BUT THE OVERALL LINE APPEARS
T0O BE CLEAR. KOHL, WHOM I SAW SOCIALLY THIS MORNING,. TOLD ME THAT
HIS PURPOSE WOULD BE POLITICAL. DECISIONS WERE NOT APPROPRIATE. THE
MEMBERS OF THE COMMUNITY SHOULD DEMONSTRATE THEIR POLITICAL
SOLIDARITY IN RELATION TO THE GREAT CHANGES IN EASTERN EUROPE, AND

FOR_REFORM, NOT ONLY IN THE GDR BUT ALSO IN | FGLAHD Hgﬁﬁfﬂ?  ANO T THE
EOUIET UHIﬂH

3. KOHL'S OFFICIALS DO MOT EXPECT HIM TO AGREE IN PARIS TOMORROW TO
THE FRENCH IDEA OF A NEW BANK FOR HELPING EASTERN EUROPE. HE MIGHT
GO SO FAR AS TO WELCOME THE LDEA IN PRINCIPLE AND WILL PROBABLY
AGREE THAT IT SHOULD BE STUDIED IN DETAIL. GERMAN OFFICIALS DO NOT
BELTEVE THAT THE FRENCH THEMSELVES YET HAVE CLEAR IDEAS. THE
GERMANS DO NOT KNOW, FOR INSTANCE, WHETHER THE FRENTH INTEND THAT
CONTRIBUTIONS TO THE BANK COULD BE MADE BY NON-MEMBERS OF THE EC.

e ——

———

4. TELTSCHIK TOLD ME THAT THE GERMANS AGREED WITH THE FRENCH VIEW
THAT THERE SHOULD BE NO COMMUNIQUE FROM THE PARIS MEETING. IT WOULD
BE HUMILIATING TO GET BOGGED DOWN IN ARGUMENTS ABOUT DRAFTING. AT
THE SAME TIME, TELTSCHIK SAID THAT KOHL WAS A BIT ANXIOUS ABOUT
WHAT MITTERRAND MIGHT TELL THE PRESS HAD BEEN THE CONCLUSIONS OF THE
MEETING. ‘

PAGE 1
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5. KOHL AGAIN STRESSED IN A SFEEEH THIS HMORWING THAT ALL MEMEERS OF
THE COMMUNITY SHOULD PARTICIPATE IN HELP FOR REFORM IN THE GODR. HIS
CFFICIALS ARE SAYING THAT AGREEMENT TO MOVE TOWARDS NEGOTIATIONS
BETWEEN THE COMMUNITY AND THE GDRE WOULD BE AN APPROPRIATE WAY OF
GIVING EXPRESSION TO THIS IN THE NEAR TERM. THIS CHIMES WITH
GENECHER'S EREMARK TO YOU OMN 15 MOVEMBER THAT A COMMISSION MAKDATE

FOR NMEGOTIATIONS WITH THE GDR SHOULD NOW BE AGREED (MY TELNO 1115).

e

—— _—
THE POLITICAL BACKGROUND IN THE FRG
&, THE FEDERAL GOVERWMENT AND KOHL HIMSELF ARE LOOKING GOOD AT
PRESENT. THE CHANGE IN THE GDR REFLECTS WELL ON FEDERAL POLICY
OVERALL. THE OPENING OF THE GDR FRONTIERS IMMEDIATELY RECUCED THE
FLOW OF PERMANENT IMMIGRANTS INTO THE FRG, AND THEREFORE THE RISK OF
A POPULAR BACKLASH CAUSED BY NEW COMPETITION FOR HOMES AND JOBS. IT
IS ESTIMATED THAT SOME 30,000 OF THE AFPROXIMATELY 280.000 GDR
IMMIGRANTS 50 FAR THIS YEAR WILL RETURN TO THE GDR OVER THE COMING
MONTHS .

7. KOHL AND HIS MINISTERS CONTINUE TO TAKE A DELIBERATELY

_ PUBLIC LINE ON THE GERMAN QUESTION. KOHL SET OUT WIS
POSITION IN THE BUNDESTAG YESTERDAY (BONN TELND 1121). THE ONE MNEW
ELEMENT WAS HIS RECOGNITION THAT HUMANITARIAN AID AND SUPFORT FOR
INFRASTRUCTURE PROJECTS IN THE GDR COULD BE UNDERTAKEN BEFORE
ECONOMIC REFORM THERE. HE MAINTAINED HIS POSITION THAT MAJOR MNEW

ECONOMIC SUPPORT WOULD BE DEPENDENT ON REFORM.

— —

B. AS YOUR TALKS WITH GENSCHER ON 15 NOVEMBER SHOWED, GERMAN VIEWS
ABOUT REFORM IN EASTERN EUROPE AND THE SOVIET UNION AND ABOUT

EUROPE MAKE ACCELERATION OF INTEGRATION IN THE EC ALL THE MORE
IMPORTANT. A MAJOR MOTIVE IS THAT THE GERMANS THINK THAT TO OPPOSE
MITTERRAND ON CALLING AN IGC ON MONETARY UNION WILL BE TO INVITE
ACCUSATIONS OF DRIFTING EASTWARDS. THAT IS5 A MATTER FOR STRASBOURG
BUT 1T WOULD BE GOOD TO DEPLOY AT THE PARIS MEETING THE LINE IN PARA
T OF PARIS TELNO 1523. THE GERMANS NEED TO SEE THAT CREATION OF THE
SINGLE MARKET MAKES THE PRESENT A FPERIOD OF PARTICULAR PROGRESS IN
BUILDING EUROPE AND THAT RUSHING AHEAD ON CﬂHTHﬁUEESIlL SUBJECTS IS

HIHHFUL. - ——
e

9. THE OTHER SUBJECT ON KOHL'S MIND RECENTLY HAS BEEN POLAND. HIS
VISIT FROM © TO 14 NOVEMBER, A POTENTIALLY HAZARDOUS EXERCISE.
PASSED OFF WITHOUT SERIOUS DIFFICULTY. BUT HE MAY BE DISAPPOINTED

PAGE 2
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THAT, BECAUSE THE GDR HIJACKED THE HEADLIKES, THE VISIT TO FOLANCD,
LONG BILLED AS AN HISTORIC EVENT, WAS OVERSHADOWED.

MALLABY

DISTRIBUTION

ADVANCE 2 (3.
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FM BONN

TO DESKBY 171700Z FCO

TELNO 1130

OF 171604 NOVEMBER B%

INFO IMMEDIATE PARIS, UKREP BRUSSELS

INFO ROUTINE EAST BERLIN, UKDEL MNATO, WARSAW, MOSCOW, WASHINGTON
INFO ROUTINE BMG BERLIN

MY TELND 1127

GERMAM INTENTIONS AT THE PARIS MEETING OF COMMUNITY HEADS OF
GOVERNMENT e ——

SUMMARY

1. ADDITIONAL GERMAN AIMS AT PARIS

DETAIL

2. WHEN THE MINISTER CALLED OM HARTMANMN AT THE FEDERAL CHANCELLERY
(HE WILL BE ACCOMPANYING KOHL TO PARIS) HE MENTIONED TWO GERMAN AIMS
FOR THE PARIS MEETING IN ADDITION TO THOSE MENTIONED TO ME BY KOHL
THIS MORNING (PARA 2 OF TUR). HARTMANN SAID THAT KOHL WOULD ALSO
WANT THE HEARS--OF GOVERNMENT TO CONFIRM THEIR OWN COMMITMENT TO
WESTERN JHTEEﬂiTIﬂﬁ"ﬁHﬂ TO MAKE IT CLEAR THAT IN SUPPORTING REFORM
IN EASTERN EURGPE THEY WOULD NOT ENGAGE IN DESTABILISATION.

=

COMMENT
3. THE GERMANS FEEL THE NEED TO REASSURE = WEST AS WELL AS EAST.

4. FCO PLEASE ADVANCE TO NO 1D.
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FRIME MINISTER

HEADS OF GOVERNMENT DINHNER TN PARITS

You are attending the Heads of Government Dinner in Paris
tomorrow night. The programme is:

1610 Depart Chequers.

Take-off from Northholt (Bhelds) (Foreign

Secretary will be with us).

Arrive Paris.

Arrive Embassy to change.

Dinner at the Elysee (Foreign Ministers will

dine separately but will join Heads of

Government at some point).

Approximately, Dinner ends.

Approximately, President Mitterrand to speak toc press.
Prime Minister sees British press at Embassy.

Take-off for London.

Arrive London (Heathrow Southside)

QO30 EBeturn to Ho. 10

C P

CHARLES POWELL
17 HOVEMBER 1989

ciparis.mrm
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MEETING WITH EC HEADS oF cfVERNMENT TH PARIS, 18 NOVEMBER

The meeting will take place over dinner at the Elysée, whic
means that there will be only some two-and-a-half to three hob
for discussion.

Our assessment is that Mitterr is intending a fa#fTly general
.

discussion of itical developments in Eastern Europe and does
g

nogt envisage any formal communigue or conclusions. He accepts
that specific lhiti&fi?gg—j-additinnul aid, new faorms of
association between the EC and Eastern Europe, a European Bank
for Eastern Eurcpe = will need to be remitted to the Strasbourg
European Council. There is likely to be a general consensus on
the need to welcome developments in Eastern Eurcpe, while doing
nothing to undermine Gorbachev: a measured response in fact.
(For a fuller assessment, there are telegrams in the folder from
Ewen Fergusson.)

—
This generally reassuring account of French motives and

intentions needs to be gualified in two ways;
i onat e
e

I suspect Mitterrand will want to emerge from the
meeting with something in the nature of a mandate to
speak for Europe in contacts with Presidents Bush and
Gorbachey. There are signs that he is angling for
meetings with both of them.

he may try to use the discussion to argus that the

right response to events in Eastern Europe is to
D -
accelerate progress on economic and monetary union and

other aspects of European integration. His subsidiary

purpose will be to demonstrate your isclation. You

CONFIDENRTIAL
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will want to point out that the effect of going hell-

bent for a particular concept of European economic and

monetary union, which is not acceptable to all membars

states, will be to underlige the divisions in the

- - -___-_'_ .
Community not its strength‘ ¥ou are not argulng that

we should stop discussion of economic and monetary co=-

operation: it should go on at its own pace. But at

the same time, the Community must take a much broader
look at the implications of the historic changes in
Eastern Eurcpe and not try to pretend that the
situation is just as before.

—

Intentions of others

I imagine Kohl will want to dominate the discussion with accounts
of his wisits to Berlin and to Poland. He will be at pains to

————

deny that Germany is pressing for early discussion of

matter for the German people to decide freely. He will alsc he

f/rﬁeunificatiun, while wanting acknowledgement that this i=s a

anxious to demonstrate how thoroughly Eurcpean and reliable
Germany is, and therefore willing to press on with EMI.

Wa have less detalled information on what the others expect.

Some are anxious to ensure that the Strasbourg Council is not
'eluttered up' with Eastern Europe but concentrate exclusively on
EMU and Social Charter. The Belgians have a tenative scheme for

e r—

a Eurcopean Confederaticon with a tightly-knit EC at its core and

looser ties to other European countries. In their view, this

would be a way of bringing the two parts of Germany closers

together without reunification. The Commission seem to have an

—— ey

idea for bringing East German into early membership of the
Community. But this does not have the support of the Germans,
i i ™ ——

who envisage a trade agreement at most. -_—

-—£_|_\_‘_-ﬁ

Your Obhijectives

It seems to me that your main objectives should be:

to get the widest possible consensus round your view of

CONFIDENTTATL
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L

the need for a measured response to events in Eastern

Europe, with tacit acknowledgement that reunification
is not on the agenda

to emphasise that there is a NATO aspect to all this as

wi2ll as an EC one. We need to consider the defence

S ——————
and strateglic implications in HATO

to identify points on which the Eurcopean Council at
Strashourdg ought to take decigions (aid, new forms of
relaticns with Eastern EBurope, an investment bank).

to resist attempts to argue that the right response to
developments in Eastern Europe is to accelerate
European integration: and to try instead to increase
the doubts of others whether 1t does make sense to race
ahead (some of the poorer EC countries will worry that
funds which they aspire to get their hands on may be

diverted to Eastern Europe)

to give notice that you think the Strashourg Council
should take a view on the principle of enlargement of
the Community, with a view to putting off all
applicants for the time being.

What vou might say

I think you have all the main points in your mind. In brief they
are:

of course we welcome what is happening in Eastern

Eurcpe. It is the justification and reward for our
steadiness and resolve over four decades

but we must pot become eyphorig. Getting genuine
democracy and economlc reform in Eastern Europe will be

a long business. Our task is to help that process and

do nothing to undermine it

CONFIDENTIAL
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in particular we must show sensitivity to Gorbachewv's
position. Hils sticking point is to preserve the Warsaw
Pact and the 1945 frontiers. If we put these in

i . .
question, his position would become very vulnerable and

wa would put at risk everything which has been
achieved so far in the Soviet Union and Eastern Europe.
We need prudence and restraint in what we say and what
we do. You welcome the general recognition that 'the
German question' is not and cannot be on the agenda at

this stage

the Community needs to consider what more it can do to
halp in practical terms, both in terms of and by
establishing a new framework for relations with Eastern
BEurope. There is a wide range of possibilities and the
Strasbourg European Council should reach conclusicons

on this, to demonstrate that it is not just preoccupied
with the Community's Iinternal developments

the Community should also take the opportunity at
Strasbourg to address the principle of further
enlargement. We cannot take sensible decisions about
future relations with Eastern Europe unless we are
clear in our own minds about the Community's intentions
towards other West European applicants.

within NATO we need to reaffirm the policies which hawve
<——-—:- muc:esaful, as axpressed in the communigué of

the May summit. We must not let public opinion

convince itself that defence is no longer necessary.

We should also of course press on with the negotiations

to reduce conventional forces in EBurope

{(if necessary) it is not a guestion of accelerating the
development of the Community: that must proceed at its
own pace - and the immediate priority is to complete
the Single Market. The result of acceleration is
likely to be to increase the divisions.
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packaraund

you will find in the folder:

a minute by the Foreign Secretary

an FCO letter with further background

telegrams from Ewen Fergusson in Paris

telaegrams from other EC posts

your messages to Presidents Bush and CGorbachewv

<R

Charles Powell

17 MNovember 1989
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You sald that you would speak to President Bush on the telephone
if possible before leaving for the meeting in Paris. I have
suggested to General Scowcroft that this might be between 7 and 9
p.m. this evening or 2 to 3.30 p.m. tomorrow. At the time of
writing, I have not heard from the White House which they would
prefer, but it could be shortly after your return to Chequers
this evening.

I attach a copy of your message to the President. The points you
might make to him are;

you are at one in welcoming what is happening in
bBastern Europe as a great step for freedom and a

e ——————
justification and reward for the West's steadiness and
resolve over several decades;

¥You are agreed, too, on the importance of maintaining
stability. The worst ocutcome would be to undermine
EEEE;EE;?'E position and risk a reversal of all that
has been achieved in Eastern Europe;

the way we handle German reunification will be crucial.
The issue arouses strong emotions in all of Europe, not
just in Germany. We need to make clear that the
priu?ff§=iust be to get democracy established in
Eastern Europe - which will take a long time even on
the most optimistic view - and that reunification must
take second place. We all need to observe the maximum
prudence and restraint on this, because it is the
aspect most likely to put Gorbachev in danger;

you do not know precisely what President Mitterrand
plans for the meeting in Paris. But you sense that
most European governments are coalescing around the




prudent approach you have described.

s A e
other aspects likely to be considered are further EC
aid to Eastern Europe: and new links hctwuﬂnw
and those East European countries which are moving
towards democracy. The EC already has a range cf
possible agreements - Association agreements,
Cooperation agreements, and Trade agreements - and it
is a gquestion of choosing which would suit the
circumstances and would best support and sustain
emerging democracy. But you doubt there will be more
than a first discussion, with decisions more likely at
the Strasbourg European Council;:

you would much prefer discussion of the wider political
and strategic conseguences of these developments to
take place in NATO rather than the EC, with the US
present. That 1s one reason ﬁuﬁimpe the President
will come to Brussels after his meeting with Gorbachev,
if he possibly can. It would be very helpful to
reaffirm the conclusions of the NATO Summit last May.
Thare is a risk of euphoria breaking out which can
rapidly undermine NATO's defences at a time when we
nead to remain strong;

you lock forward to discussing all these issues with
the President at Camp David next Friday.
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a:bush (M) SECRET

Following for General Scowcroft from Charles Powell

Please pass feollowing message to President Bush from Prime
Minister Thatcher:

Dear George,

I have been following closely your public statements on
developments in East Germany, and our general approach seems very
similar. We have also co-ordinated our replies to President
Gorbachev's message of last weekend. But I thought it would be
useful to set out my views for you ahead of the meating of
European Heads of Government in Paris on Saturday, to be sure
that we are on the same lines.

It seems to me that our Western response to the events in East
Germany and more widely in Eastern Europe needs to be a measured
one. There is every reason for celebration: democracy in Eastern
Eurcpe is scmething we always wanted to sea. Nothing should dim
our SucCCcess. At the same time, those with most at stake are the
people of Eastern Europe. Their restraint and discipline has
been remarkable. We should be culpable 1f a false step or
injudicious action con the part of the West resulted in their
newly won freedom being once more extinguished. We must in
particular be careful to do nothing which might undermine

Mr Gorbachev's position, given his erucial rele in these events.

our priority must be to see genuine democracy established in the
GDR and the rest of Eastern Europe (as well as eventually in the
Soviet Union) and other issues shculd take second place toc that.
We must demonstrate that we do not intend to expleit the
gituation to the detriment of the Soviet Union's security
interests. This will invelve continuing toc make plain our view
that the future of the Warsaw Pact, like that of HATO, is a
matter for its members to decide without interference from
outside; and that German reunification is not a matter to be
addressed at present.

This was the gist of my remarks in a speech which I made in the




City of London earlier this week. I shall take the same line on
Saturday at the European Community Heads of Government meeting
which Francois Mitterrand has called in Paris. We shall have a
further and more detailed discussion at the Strasbourg European
Council meeting on 8/9 December. In Paris I shall say that the
Community must respond imaginatively to developments in Eastern
Europe. We must give more practical and financial help. And
we should devise a new framework for relations between the EC and
the Eastern European countries. (There is a whole range of
different sorts of agreement on which the Community can draw.)
Tha purpose would be to sustain and encourage them as they
progress towards genuine democracy. There has been much talk of
the importance of locking the FRG into the Community and the
West: we must not at the same time lock Eastern European
countries out. Above all I shall stress the vital importance of
our keeping in very close step with the United States.

We can discuss this 1n more detail when we meet at Camp David

next week. I am looking forward very much to that. I hear that

you are considering a visit to Brussels after your meeting with
Mr Gorbachev, in order to brief NATO. I hope that you will.
There is a lot to be said for demonstrating that the whole NATO
Alliance is united on these issues and also that it stands by our
agreement at the NATO Summit last May.

Meanwhile, I might try to reach you on the telephone tomorrow or
Saturday just to check that we are in full agreement on these
important points.

Warm regards,

Margaret
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EASTERN EUROPE: PRIME MINISTER'S TALK WITH
PRESIDENT BUSH

The Prime Minister had a talk on the telephone this evening
with President Bush about the situation in Eastern Europe and the
forthcoming meeting of European Community heads of government in
Paris.

The President said that he had read in detail the Prime
Minister's "marvellous message". He was looking forward to the
two of them putting their feet up at Camp David for a really good
talk. The Prime Minister said there was a great deal to discuss.

She had thought it useful to put her views in writing before the
Paris meeting, so the President could see what she intended to
say there. Her impression Was Ehat they were thinking in very
much the same way. The President said they were indeed very,
very close: really eye to eye. A lot of people wanted the United
States to posture more, but he was not keen on that.

The President asked what the Prime Minister expected to come
out of the Paris meeting. The Prime Minister said that there was
unlikely to be anything very concrete. There might be some sart
of communigué but even that was uncertain. Her view was that we
should concentrate on supporting eaconomic reform and the
introduction of genuine democracy in Eastern Europe. That in
itself was a considerable task and would take several years. It
would only succeed in conditions of stability, and that meant
that we must be very careful not to undermine Mr. Gorbachev. His
main concern was to maintain the present borders in Europe and
keep the Warsaw Pact intact. This meant that we should avoid
talking about German reunification, which still arocused strong
emotions in the Soviet Union and in Europe. No one could foresee
what would happen in a few years' time. The Prime Minister
continued that her impression was that the situation in Europe
had steadied after a bumpy few days. She thought most
governments understood the need for a measured approach. She
knew that Chancellor Kohl had problems with the right wing of his
own party: but talk of reunification would be seriously
destabilising and would interfere with other positive
developments such as arms control negotiations. Finally, we
needed to re-affirm the importance of NATO and the conclusions
reached at its May Summit, and try to tone down public euphoria.
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Fresident Bush said that he uhuleﬁeartedly agreed with the Prime
Minister's approach.

President Bush said that the Prime Minister's wvisit to Camp
David would be very timely and he would want to discuss with her
the handling of his meeting with President Gorbachev. Two
particular pointe which concerned him were first to spot in
advance any surprises which Gorbachev might try to spring: and
second to think about initiatives which he might take which would
capture people's imagination. He was not thinking of anything
gspaecific, for instance in the arms control field, but some more
general gesture. He would very much welcome the Prime Minister's
views. He was determined to avoid another Reykjavik. The Frime
Minister said that she would give some thought to this before she
met the President next week.

The Prime Minister mentioned that our Ambassador in Moscow
had seen Mr. Gorbachev this morning and had found him in
excellent form. That in itself was interesting considering the
scale of the problems he faced. The President agreed that it was
interesting and a preview of what he would encounter when they

ITIEt in Haltﬂ+

The President said that Dr. Woerner had suggested that he
might stop over in Brussels after his meeting with Gorbachev to
brief NATO heads of government. He would be very ready to do so.
The Prime Minister said that this would be an excellent idea and
an occasion to re-affirm NATO policies. This would help steady

the ship. President Bush agreed that it was very important in
the present situation to stress NATO's role.

I should be grateful if the Foreign and Commonwealth office
and the Ministry of Defence could give consideration to the two
pointe mentioned by President Bush and take account of them in
the briefing which you are preparing for the Prime Minister's
meeting with the President on 24 November.

I am copying this letter to Brian Hawtin (Ministry of

Defence), John Gieve (HM Treasury), Neil Thornton (Department of
Trade and Industry) and Trevor Woolley (Cabinet Office).
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(C. D. POWELL)
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Stephen wWall, Esq.,
Foreign and Commonwealth Office.
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Foreign and Commonwealth Cffice

CONFIDENTIAL London SWI1A 2AH

17 Hovemnbar 1989

Paris Summit: 18 November 19H9

The Foreign Secretary has sent the Prime Minister a
minute on our approach to the Paris Summit. “We wrote
separataly, in connection with the message to President Bush,
about handling of the meeting. I enclose copies of relevant
telegrams from our Embassy in Paris.

Frospects in the GDR. Developments so far will not
EEtisFI the people. The Party is in crisis. Almost all the
a regliona ecretaries have now been voted cut by the
grass-roots. Four recently-appointed Politburc members have
resigned. Membership rolls are falling. A Party Congress is
to take place on 15-17 December. Sweeping changes of the
Central Committee and Politburo are possible, even of Krengz.
In the meantime we must press for genuine elections based on a
sound electoral law.

Poland. The Polish economy is in a near-catastrophic
state. But the IMF is impressed with the leadership's reaolve
and geasures takén &6 TAF. The Poles are considering elther a
rapid, high-risk option or a more cautious approach to
economic reform. The IMF could live with either and is ready
for an early agreement. Government and national unity are
holding up well, t this winter will be a severe test. The
momentum of change must be kept up. On the basis= of a firm
but tolerable IMF programme, the UK is ready to participate in
a far-reaching Paris Club debt rescheduling, and meet ocur
share of any collective financing effort to support economic
reform and stabilisaticn. HNo decisions have yet been taken on
resOMPtion of export credits. Our "Enow-how" Fund is well
under way.

In Hungary, pending elections, the Government is
unwilling to take unpopular measures. A nen-Communist
government is likely in the spring. If Pozsgay fails to
secure the Presidency, a wholly new and inexperienced
administration would take over. Reform is not in doubt; but
there may be a messy coalition. External support will remain
essential. The Hungarians are determined to avoid debt
rescheduling and to retain a good international credit rating.
We want to help them. This might involve participation in a
bridging loan until drawings can be made under a new IMF
programme (currently under negotiation).

"'\.
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In Bulgaria Mladenov lis more flexible than Zhivkov, and
conscious of the country’s external image. Better treatment
of the Turkish minority is likely, and tolerance of dissidents
has already improved. The old guard are being dismissed in
short order. The omens for political reform are good.

In Czechoslovakia changes so far are barely perceptible.
The latest changes in travel laws were minor. The leadership
are coming under increasing pressure and Prime Minister adamec
could lead a reform group against the post-1968 generation of
Party leaders. Change when it comes could be very swift - and
relatively successful given the country’s industrial base and
low debt.

In Romania, the clearing of foreign debt has brought no
relief for the pesople. The EC has suspended negotiations for
a8 trade agreement; avoids Ministerial visits; and exerts
pressure including through the CSCE.

In Yugoslavia, Prime Minister Markovie’s economic reform
programme is impressive but inter-republic rivalries prevent
fyll implementation. Ethnic ténsions remain high. Political
reform is advanced in Slevenia but much less so elsewhere.

The Yugoslavs are seeking massive fipancial assistance -
oddly, since their external balance 1s strong and they have
stopped payving principal on their official debts. This would
be premature until there is more internal reform.

NATO: The US Ambassador approached Michael Alexander on
15 November expressing the hope that the Paris Summit would
recognise the importance of NATC in similar terms to those
used by the Prime MinIster in ner Guildfall speech.
e

EC/Eastern Europe

The Community’'s policy is based on establishing trade or
trade and economic cooperation agreements which vary accerding
to the extent of reform achieved in each East European
country. Simple trade agreements limited te industrial
products have been reached with Romania (1980), and
Czechoslgvakia (1988). Hungary (1988) and Poland (1589) have
Ecanomic Cooperation Agreemefits providing for greater trade
access, and broader cooperation. Separately the Community is
working to build up relations with EFTA going beyond the
present free trade, to study how the internal markef might ke
ex¥tended to them. With mast terranean countries, the
Community Waz Amsociation Agreements, eg Turkey (1963) or
Cooperation Agreements, eg Yugoslavia (1980) which include
substantial trade concessions, and some financial aid. The
Prime Minister might arque:
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- must deepen our association with the emerging democracies,
taking account of their particular circumstances, the reform
achieved, their prosperity, and the nature of thelir
aconomies;

must tailor the present models to suit individual
circumstances;

- logk to the Commission to use imagination to produce
proposals. Must then study them quickly.

The Foreign Secretary’s minute covers the French proposal
for a "European Bank to promote Eastern countries’ economies",
The majority of donors would be the Community and individual
member states; and the recipients - Poland, Hungary,
Yugeslavia, and later other Eastern European countries. All
members of the Bank would subscribe total callable capital up
to 10 becu. The rate of contribution is not specified. The

French proposal would offer a particular advantage if it
secured extra US and Japanese financing for Eastern Europe.

The third round of negotiations on an EC/USSE Trade and
Cooperation Agreement will take place on 22+24 November. The
Commission and the Presidency are pushing for conclusion of
negotiations then. We share that aim.

The Commission, following discussions with the GDR, has
prepared a draft mandate for negotiation of an EC/GDR Trade
Agreement. The Foreign Affairs Council on & November decided
that it was premature for the Commission to table a draft.
Events have moved on and we and others now believe that the
Commission should make its proposal. The prospects for reform
in the GDR may in due course justify an agreement going beyond
trade to economic cooperation covering, eg environment and
technology.

Following the Prime Minister’s initiative, the Community
and member states have responded well to aid for Hungary and
Poland, In the Community, 100 mecu of free food has been
disbursed in nd; a 300 mecu package agreed in principle
for 1990 covering agricultural reform, environmental
protection and manpower vocational training; the principle of

the extension of Generalised Scheme of Preferences to these

F“’ﬁl - countrigs; Eupopean Investment Bank lending; the abolition of

rﬁhf%;g al scriminatory quantitative restrictiohs from 1 January

h!uffg* 1990, Detailed consideration of the agricultural coverage
within GSP continues, and the Commission should propose
abelition of certain non-discriminatory agricultural QRs. The

”y;¢ 27 November Foreign Affairs Council should take final
decisions. The Prime Minister might say:

- Community and member states have responded positively.
Commission has coordinated G24 exercise effectively. Loock
to the Foreign Affalrs Council on 27 November to finalise
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the measures.

= UK "Enow-How Fund"™ for Poland under way. 40 projects
already agreed. Looking to do more. SimilTar Tund for
Hungary to start next year.

President Mitterrand may suggest that the Community
support observer status in GATT for the USSR. This would be
welcome but we would need to maintain the distinction between
observer status and full membership. An early Soviet
application for membership would be premature. They could not
apply the necessary open market principles.

I am copying this letter to John Gieva (HMT),
Brian Hawtin (MOD) and Trever Woolley (Cabinet offica).

2=

A

Private Secretary

C D Powell Esqg
10 Downing Street
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FRIME MIMISTER

Eastarn Europe

1. I had talks with Genscher in Bonn on 15 November and
visited Berlin yesterday. The German analysis of
developments in the GDR is very clese to ocur own. They
want to encourage free elections, aveid talk of

reunification and reassure the Soviet Union. Only the
right-wing of the CDU are making much of I;;nifiqﬂt;éE:
The reformers in EHE_GDR are deliberately avoiding the
topic. Genscher thought the new govermment in the GDR

would want free electiops. These might well come a month
or twoe before the elections in West Germany and the FRG
Fﬂlitiﬁal-EE;EiEE are already thinking about what role
they might play. Whatever happens, it is eclear that
developments in the GDR will be a major election issue in

the FRG over the next year. So far the government
parties are benefiting but the SPD claim that what is
happening was started by Willy Brandt, and that the
credit belongs to them.

2. The Germans think the time has come for the
Commission to open negotiations on a Community trade
agreement with the GDR. If democracy takes hold, we

—_—
shall need to locok at other forms of cooperation.
1o

——
Genscher agreed with me that we should lock at all the

models, including EFTA and the Council of Europe. But
ne doubted if EFTA would turn out to be the right model
and thought that different agreements would be needed

with each emerging Eastern PBuropean demodracy, tailored
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to thelr requirements. The Association Agreement which
we have with Turkey looks forward to eventual membership

of the EC, which may not be realistic for the East
e r——ee—
Europeans for a long time to come. As agreed at our

talk this week, we are WDrkiEg on a paper on all this for
—

Strashbouryg.

3. We agree with the Germans that the Community has been
o the C 7 Hea -
a pole of attraction to the countries of Eastern Europe. / o

e
The Germans think we will give the wrong signal if we do

not now proceed apace with further integration. I

suspect the French maff%FEMEHH#EE?ngEE!E?¥¥E;Ences with
jus on this in Paris at the weekend. I said to Genscher
that we too wanted to see progress in Europe. The best

signal we could give to Eastern Europs was to show that

the Community was implementing its existing undertakings,
nntablg completion af the single market. The argument
about EMU was less about the pace than about whether we

should have a liberal free market approach or a more

bureaucratic centralist cne.

—

4. The French have proposed in the Monetary Comnmittee

;?the establishment of an investment bank for Eastern

EurmEE. It would have a capital of }0 billion ecu, 20%
up front. It would be financed primarily by EC countries
but participation by other OECD members is envisaged.
Mitterrand will mention this on Saturday. We shall

want to lock in detail, but I think we should welcome it

as an interesting idea.

5. Genscher agreed that the kind of message which should
emerga from Paris would be:

= an enthusiastic welcome for developments in Eastern

Eurocpe;

e ——
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reaffirmation of NATO and EC policies which have

recognition both of Gorbachev’s role and his concerns.

Mitterrand will obviously want to talk to Bush after the

weekend meeting. I see no point in trying to prevent him

from conveying the sort of message ocutlined above.

6. There are a number of other issues which vou will
want to discuss with President Bush and which we can talk
about with Tom King next Wednesday. I shall send you a
note on these before our meeting but some of them may
come up on Saturday night, notably what kind of
initiative Gorbachev may produce at Malta. It would be
surprising if he does not produce a truﬁs-card. This
might be:

some dramatic proposal on nuclear weapons 20 as to get
SNF talks underway straight away;

a proposal to give Berlin back to the Germans: East
Berlin to the GDR and West Berlin to the FRG:

= a proposed peace treaty to end the Second World War.

I hope Bush would resist being bounced. But he should be
prepared.

7. The press were suggesting a few days ago that NATO
was now redundant. People have scbered up since then.
It was very obvious to me that the role of the Allies
continues to give a tremendous sense of stability to West

Berlin and is one reason why they have been able to react
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with such controlled enthusiasm to developments in the
East: they know they still have the underpinning of
Allied support. The British garrison in Berlin has

responded to recent developments with everything from
accommodation to soup kitchens. We shall have to adapt
to changing circumstances and the Commandant and his team

are giving thought to this. But our presence remains a

b
1 necessary insurance policy for the democratic reforms

that are now taking place.

8. I am copying this minute to the Chancellor of
the Exchequer, the Defence Secretary and the Cabinet
Secretary.

D

(DOUGLAS HURD)

Foreign and Commonwealth Ooffice
17 Hovember 1989
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EASTERN EUROPEAN INVESTMENT BAME vl e & M we_

The French proposal for an investment bank will be discussed in
Paris tomorrow. This was diacussaed by the Monetary Committep
earlier this week and I have been asked to send you a copy of the
report by the Chairman (Sarcinelli). This sets out useful
principles to guide us in applying our wvery positive stance on
Eastern Europe. The report notes that the French proposal will
require detailed and careful examination, which will be conducted
by the Monetary Committes. v ARee WY e

& In the absence of the Chancellor and the Chief Secretary (%
have been asked to record our strong reservations about the French A;
propogsal. 1 have discussed these with the Chlef Secretary who is
concerned that they should be included in the Prime Minister's
briefing on this proposal. He believes that while our general
stance on Eastern Europe must of course remain very positive,

this particular proposal is very dubicus, and our approach should

be correspondingly cautious.

35 First, the scale of proposed multilateral and bilateral
activity is already substantial, 2s an illustration of the extent
of help already planned for Poland, ofiicials have calculated that
for 1990 it is of the same order of magnitude (some 3 per cent of
Polish GDP) as was Marshall Aid of annual benefit to the UK in the
1948-51 period.

4. Second, the new French proposal would add ancther, and
probably unnecessary, element to the work of the IMF, the IERD,
the 1IFC and the European Investment Bank in this area, as well as
the Community itself. This new institution would represent public
money channelled into private sector investment in Poland. The
result would be that Poland, having privatised ite own industry,
would simply find this owned by Western Governments. Our
objective should be to promote private sector investment, which
can bring with it Western managerial skills, access to Western
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technology, and the spur of the profit motive. By contrast, heavy
public sector involvement in Eastern Europe's industry could lead
to an inefficient use of rescurces, compared to rescurces iflaowing
from the West's private sector; and of course the public sector
would crowd out the private sector.

5 Third, the scale of the operation proposed (10 billion ecu,
£7 billion) ie enormous. If it were confined +to European
countries alona, our paid up share would be about §270 million,
and our contingent liabilities (which could well be called upon) a
great deal higher. The constraints on investment in Poland and
Hungary are not lack of funds from overseas, but the right
conditions in these countries - which we can help to put right
through technical assistance, increased involvement of the private
sector, and advice (and loans) from existing lending institutions.
Finding the right projects to invest in, rather than any shortage
of investment funds, is likely to be the problem for soma timae.

6. We now have a preliminary assessment from the Fund Staff that
financing an IMF programme would not cause major problems in 1930.
So there is no need te rush into creating a new institution.

Ta The Chief Secretary faals therefore that there i1is a strong
cage for caution in responding to +this proposal at the Paris
Summit. The Prime Minister's response might be that it is an
interasting fdea which will require a good deal of detailed work,
avoiding any final commitment.

8. I am sending a copy of this letter to Stephen Wall,
Brlan Hawtin and Trevor Woolley.

s
Cans 6

MISS C EVANS
Private Secretary




ALl MEMBEAS OF THE MONETARY COMMITTEE

THERE FOLLOWS THE TEXT OF THE REPORT OF THE CHAIRMAN AFTER
*HE COMMITTEE'S ODISCUSSION OF 15 NOVEMEER. THIS ﬁFPﬂRT
CORBESPONDS TH A MANDATE GIVEN BY MINISTERS ON 13 NOVEMBER ON A
PROPOSAL BY PRESIDENT DELORS. YOU ARE KINODLY ASKED TO NAND THIF
REPORT TO YOUR MINISTER AS PART COF THE PREPARATION FOR THE
DISCUSSTON TO BE HELD BY HEADS OF STATE OR GOVERNMENT ON

SFATLUROAY.

A. KEEX
COMEL B

BRUSSELS, 16 NOVEMBER

BEBORT TO FINANCE MINTSTERS
BY THE CNAIRMAN OF THE MOMNETARY COMMITTEE
ON ASSETSTANCE TO EASTERN EUROPE

IN RESPONDING TO THE REQUEST FROM THE COUNCIL FOR A
*rQALANCE SHEET''™ OF THE FOARHS OF ATSISTANCE BEING UNDERT AKEN
FOR EASTEAN EUROPE, THE MONETARY CONMITTEE BRIEFLY REVIEWED THE
ECONOMTIC AND FINANCIAL STITUATION OF POLAND, HUNGARY AND THE
GERMAN DEMOCRATIC REPUBLIC ON THE BASIS OF ANHLFtIﬂAL PAPERS
BRESENTED BY COMMISIION STAFF, TAKTNG DUE NOTE OF THE
OIFFERENCES AMONG THESE COUNTAIES. IT ARSESSED IN PﬁR{IGULMH -
THE BROPGSALS FOR FINANCIAL ATOTSTANCE, WHETHER IN THE NAME O
THE COMMUNITY OR OF THE MEMBER STATES, HAINLY TO FFCILIT%TE
MACROECONOMIC AND STRUCTURAL ADJUSTHENT. THE COMMITTEE KEPT IN
MIND THAT MANY OF THE PROBLEMS DISCUSSED ARE SHARED 8Y OTHER

COUNTRIES OF EASTERN FUROPE, INCLUDING YUGOSLAVIA, WHICH HAS
CLOSE LINKS WITH THE COMMUNITY.

ECcoNOMIT BACKGROUND

EAE ARE FUNDAMENTAL DIFFERENCES AMONG THE THREE

COLN

IN AQLAND QUTPUT BER HEAD IS NOW LOWER THAN IT WAS IN

f a0 aND THE POPULATION SUFFER FROM SEVERE SHORTAGES, NOT

LEAST FODD SHORTAGES, WHILE INFLATION HAS ACCELERATED AT LEAST
ro 00 070 P.A. THE NEED FOR MACROECONONIC ADJUITHINT IS
EVIOENT. ON EXTERNAL ACCOUNT THE CURRENT BALANCE HAS
DETERIORATED THIS YEAR TO SOME USD 2 BN AND, GIVEN THE NELD FOR
BEABT REPAYMENT, THE OVERALL DEFICIT WILL TURN OQUT AT USD 3.8
BN. THE COUNTRY'S TOTAL EXTERNAL DEBT IS USD 33 BN, SOME 60 070
aF Goe, OF WHICH USD 26 8N IS TO PARIS CLUE COUNTRIES,
PREDOMINANTLY IN EUROPE. IN HUNGARY RECENT GROWTH PERFORMANCE
HAD ALYO BEEN BAD BUT, GIVEN THE BETTER STARTING POSITION,
LIVING STANDARDS ARE HIGHER THAN IN POLAND., NEVERTHELESS THERE
IS A4 DANGER OF A FURTHER AND UNCONTROLLED SLIDE. INFLATION HAS
THUS FAR BEEN KEBT TO 20 00 P_A. THE CURRENT ACCOUNT OF THE
BALANCE OF PAYMENTS IS HOMEVER WNOW MOVING RAPIDLY INTO DEFICIT,
PAATLY BECAUSE OF MHUNGARIAN TOURIST EXPENRITURE, AND THIS COULD
REACH USD 0.5 BN THIS YEAR. THE COUNTRY'S EXTERNAL DEBT WAS USD
17 AN AT THE END OF 1388. FOR THE MOMENT HUNGARY RETAINS ITS
ACCESS TO THE MARKETE, BUT WILL FACE ACUTE PROBLEARS IN ITS
OVERALL BALANCE OF PAYMENTYS IN THE EARLY FAAT OF 18980. UNLIKE
THE OTHER TWO COUNTRIES, THE GEAMAN DEMOCRATIC REPUBLIC HAS NOT
VET EMEARKED ON ECONOMIC REFORM. THE COUNTRY BENEFITS FROM
CLOPE LINKD WITH THE COMMUNITY THROUGH THE FEDEAAL REPUBLIC AND
I'Tr CXTEANAL DEBT IS MANAGEABLE, BEING USD 20 BN GROSS BUT ONLY
UED 11 BN NET.




e THESE COUNTRIES ALL FACE A NEED FOR HEAVY INVESTMENT IN
VITgFPCF THETR AGEING AND ILL-PLANNED CAPITAL STOCK. TO THE
EXTENT THAT THEY MOVE TOWARDS THE MARKET ECONOMY THEY FACE
OIFFICULT PROBLEMS OF STRUCTURAL CHANGE. THEY ALSO, TO
DIFFERING DEGREES, MAVE TO MAKE MACRO-ECONOMIC ADJUSTMENTE. IN
POLANG THERE IS IN ADDITION AN IMHEODIATE AND PRESSING NEED FOR
BASTC SULPLIES. THE MEASUHRES ENVISAGED TO HELP THEM THEREFQORE
HAVE MANY ASBECTE & MEETING IMMEODIATE NEEDS, TRANSITIONAL
FINANCE FOR MACROECONOMIC AND STRUCTURAL -ADJUSTMENT AND THE
ENCOURAGEMENT OF LONG-TERM CAPITAL INFLOWS.

ACTITONS ENVPISAGED

3. MEARUREN ALREADY ANNOUNGCED TO ASFIST POLAND AND HUNGARY
INCLUDE FOOR ATD AND ASSTETANCE TO INVEETHENT, TO VOCATIONAL
TRATNING AND TO BETTER ENVIRONMENTAL PROGRAMMEE. AMOUNTSE
COMMITTED AP LOANS OR GRANT.S UNDER THESE HEADINGS BY G224
COUNTEREIES ANOUNT TO SOME ECU 2 8N. IN ADDITION THE EIS8 AND THE
WORLO BANK ARE EFACH CORMITTED TO PROGRAMMES OF ECU 1 8N, AND
ADDITIONAL EXPORT CREDITSE HAVE BEEN ANNOUNCED, FOR USD 1.325

8BN. THE COMMUNITY IS INBROVING THE TWO COUNTRIES' ACCESS TO ITS
MARKETSE, TO EOHE EXTENT UNDER THE GENERAL SYITEM OF
PREFERENCES, AND HAS STARTED NEGOTIATIONS FOR A NEW DEAL ON
TEXTILES. FUBRTHER, THE FEDERAL REBPUBLIC OF GERMANY HAE RECENTLY
ANNOUNGCED A WILLITNGNESS TO MAKE SUBSTANTIAL FUNDS AVATLABLE FOR
ALSTOTANCE TO POLAND. THE MNONETARY COMMITTEE FELT, HOWEVER,
THAT T SHOULD CONCENTRATE ITE OWN DISCUSSION ON CERTAIN
THPORTANT PROPOSALS TO GRANT FINANCE IN SUPPORT OF
MACRGECONONIC OR STRUCTURAL ADJUSTHENT.

- 4 =

GENERAL PRINCIBLED FOR FINANCIAL ASSISTANCE

. SBITVEN THE BOLITICAL THPERATIVE FOR THE COMMUNITY TO
RESRPOND TO THE DRAMATIC CHANGES QCCURRING IN EASTERN EUROFRE,
THE COMHITTEE HAS ASKED ITSELF WHAT CONSIDERATIONS MUST 8E
TAKEN INTO ACCOUNT TO ENSURE THAT FINANCIAL INITTATIVES
UNDEBRTAKEN TN THIS PART OF EUROPE ARE SUCCESSFUL. THEY ARE,

ANY REQUEST FOR FINANGCE MUST BE ACCOMPANIED 8Y CORRESPONDING
ADTUSTHENT EFFORTS, WHETHER MACROECONOMIC OR STRUCTURAL.,

IME CONOITTIONALITY SHOULD NOT BE WEAKENED., THE COMMUNITY'S
ACTIONS NUST REMAIN CONSISTENT WITH ATTITUDES TAKEN BY NEMBER
STATES IN THE FUND.,

THERE SHOULD BE NO WEAKENING OF THE RULES WHICH WE ARELY TO
ALL HEAVTLY INDEBTELD COUNTRIEL.,

ACTION BY THE CONMMUNITY SHOULD NOT INVOLVE CHANGING THE
NATURE OF EXISTING COMMUNITY INSTRUMENTE., WE SHOULD AVOID
ANY CROLOTING=-0UT OF AFSISTANCE TUO HEMNBER XTATES. ,

FINANGCIAL ASEITSTANCE FRON WESTERN COUNTRIES SHOULD NOQT SINRLY
LEAD T A BAILING-OUT OF THE COMMERCIAL BANKS.,

ASSTETANCE MUST BE RELATED TO SPECIFIC AND PRESSING ECONCMIC
NEED., WE MUST NOT CREATE ANY PRECEDENT FOR EASY ACCESE TO
ASOTSTANCE BY EVERY CENMTRAL OR EASTERAN EUROPEAN COUNTRY,




FINANCTAL ASETETANCE FOR POLAND

5. IN SJERTENBER OF THIS YEAR POLAND ASKED FOR A USD 1 8N

& LLIZSATION LOoAaN TO BUTLD UP INTERNATIONAL RESERVES AND
ENABLE THE ZLOTF 70 BE NADE CONMVERIIBLE WITH A SINGLE EXCHANGE
RATE. THE USA RESPONODED WITH A PLAN FOR GRANTS BY SEVERAL
COUNTATES TOTALLING THAT AMOUNT TO FORM A STABILIZATION FUND.

E. THE STAATLITATION “FUND BRAOPOSAL RAS TO BE FEEN AS PART OF
AN OVERALL PROGRAMME. POLAND IS AT PRESENT NEGOTITATING WITH THE
IHE FOR A STANDRY OF S0 575 MM TO HELP MEET POLAND'E ITMMEOTATE
CACN MFENDS. MORE TMEBORTANT, THIN MEGATIATION WIL! RESULT TN THE
AGREEMENT OF A MACRO-ECONOMILC ADTFUSTHENT PROGRAMME. WHEN THAT
PROGRAMME IR IN PLACE, THERE WILL IN ALL PROBABILITY B8E A PARIS
CLyg RESCHEDULING. IN THAT CONTEXT THE STABILIZATION FUND MAY
EECONE A KEY PART OF THE OVERALL PACKAGE BECAUSE DF THE NEED
FOR A CURRENCY REFORM, THE RESPONIIBILITY FOR WNIOKW LILES WITH
THE POLISN SUTHORITIES AND THE IMF. ONCE NEGOTTATIONS WITH THE
IHE HAVE ADVANCLED PUFFTCTENTLY TO SHOW WHETHER SUCH A FUND IS
NEERED AND TO GIVE AN TO0EA OF I7TS SIZE, THE FOLLOWING
CONSIOERATIONS SHOULD DETERMINE THE POSITION OF THE MEMBER
FTATES. IF WEEDED,

. JIT SHGULD BE KNET UP VERY QUICKLY (AND MaNY MEMBER STATES HAVE
THE NECESSARY ENABLING LEGTSLATIOND.

rTHE EUROPEAN SRARE TN IT SFHOULD IN PRINCIPLE INCLUDE
CONTRIBUTIONS FROM ALL MEHRER FTATES AND THE COMMUNITY SHOULD
HAYE AN THMERORT ANT WMEITGNT. .

ITE WTTLIZATTION SHOULD BE TN THE HANODS OF A TRUSTEE CHOTEN BY
ACREEMENT BETWEEN THE POLILH AUTHORITIES AND THE COUNTAIES
CONTATBUTING TO THE EFEUMND.

wiATE NENBERES OF THE MENETARY CONRITIEE BI0 NQT FEEL ABLE
COMMIT THEMSELWVES TO THE BPRINCIALE OF A STABILIZATION FLUNDO
THE GUTLINE OF THE ADFUSTHENT PROGRANME AND THE DEBT
STESULINGE D8 KNOMY. HOST NMEMBERS EMPNASTZED, HOMEVER, THAT
Ay SHOULEG 8E GIVEN SUBETANTIAL ASS I.:-‘T.-wt:.{, RAPTOLY
SND HIGHLY CONCESSIONAL, EYEN IF IT DOES NOT -TAKE
& HH.

RAEGARNDS THE FINANOTAL ARSTETANCE OF USOD 5800 MM,
REQUESTED BY THE BPOLIEH AUTHORITIES IN SERTENSER, TO
FINSNCI AL GAP - FORECART FOR THE FOURTH RQUARTER OF
: NEMHBERE WERE NOT AWARE OF IT. WITH REFERENCE TO A
ROSSTRLE BRIODGING LOAN TO ADYANCE INF OTSBURSEMENTS AND TO BE
RERATN WHEN THE TME MONFY BECOMES AVATLABLE, MANY MEMBERS
EXPRESSED THE WwIElW THAT IT WOULD NOT BE POSSTBLE TO XaAY
ANETHING QEFORE THE TERMS AND CONOTTIONS OF THE ITHF PROGRAMME
HECOME KENCEN,

FINANCT AL ASSTITANCE FOR HUNGARY

a. TN SEBTEMBER NINTIOTER MAYETADT PROPOSED THAT THE
COSMUNTTY JSHMILD INVESTIGATE WHETHER IT WOULD BE PQESTALE AND
CEEQRTUNE T GRANT A COMMUNTITY LOAN TO HUNGARY WITHIN THE
FRANEYORE OF THE MEOTUN-TERAM FINANCIAL ASEISTANCE AVFAFLABLE TO
MEMBER STATEL. HOWEVER, MOST MENSERS OF THE COMMITYEE EXPRESSED
CoMSFOFRARLE CAUTION, SINEE THIS PROSOSAL MIGHT BE DIFFICULT Td
RECINETLE WITH THE PRINCIBLES SET OUT IN PARAGRAPH 4 ABQVE.
OrRERSE. ARGHED THAT FINANCIAL ARSTETANCE TD HUNGARY SHOULD TAKE
THE FORN OF A STRUCTURAL ADJUSTHENT LOAN., THIZ IDEA MERITS
FURTHER EXANINATION TN ALL ITE RAMIFICATTONT, BUT IT MUET NOT
LELD T A gall -i0iT OF THE DOSMEROTAL BANES. IT NOULD HAVE TO BE
L - s VoA GRTON IS DONDISTENT WITH THE POLICY OF THE
THF.




1a THE HUNGARTAN AUTHORITIES MAVE REQUESTED A SHORT-TERM
H, O/ STANDAY FROM THE EURODPEAN COMMUNITY IN OROER TO COVER
WAl THeY CONSINER IS A TEMPORARY PROSBLEM IN THEIR BALANCE OF
PAYMENTS IN THE EARLY MONTHE OF 15880. HOWEVER, THE GENERAL
QRINTON TN THE MONETARY COHAMITTEE WAF THAT FOR VARIOUER RLASOMNE
THERE IS A DANGER OF A RAPID DETERIORATION OF THE COUNTRY'S
EXTERNAL FINANCTIAL POSITION. SHORT-TERM ASSISTANCE THEREFCRE
OOES NOT SEEM THE APPROPRIATE SOLUTION, PARTICULARLY AS
TNFORMAL OXSCUSSTONS ARE TAKING PLACGE WITH THE ITMF AND THE
PRESEURE TO REACH SOME UNDERSTANDING WITH THE FUND SHOULD NOT
8E REOUCED.

A BROPOSFAL FOR A NEW FINANGIAL INSTITUTION

¢ THE RAPTD CHANGES OGCCURRING IN EASTERN EUROPE AND THE
NEEDS WHICH THESE COUNTRIES WILL FACE QVER THE NEXT FEW YEARS
HAYE LED THE FRENCH MEMBERS COF OUR COMNITTEE TO PRESENT A
BROPOSAL WORKED QT IN SOME DETAIL FOR A EUROBEAN BANK DEVOTED
T ECONOMIC ADVANCE IN THE EASTERN PART OF OUR CONTINENT. IF
THERE WERE AGREEMENT ON THIE PROPOSAL THE BANK COULD BE FET UP
RELATTVELY QUICKLY., THE PROPOITAL DOLES NOT ITMPLY ANY DELAY 1IN
THE CONSTOERATION QF SUCH IFDEAR AL THE POLTSH STABILIZATION
FUMD OR A4 STRAUCTURAL ADJFUSTMENT LOAN FOR HUNGARY = IN FACT
THEFE COULD BE SUBSUMED INTO THE FUNCTIONS OF THE BANK AT A
LATER ETAZE.

THE EXTETING REGTONAL DEVELOPMENT BANKEES PROVIDE A MOODEL
TO FOME EXTENT, BUT THE NEW BANK WOULD BE DEVOTED TO THE
ALCONSTRUCTION OF OLD ECONOMIES RATHER THAN TO THE DEVELOBMENT
OF NEW ONEL. JT WOULO BE ABLE TO OPERATE ON BOTH CONCESSIONAL
AND NON-CONCESSTONAL TERMS AND MIGHT ALSQ BE GIVEN A ROLE IN
THE MANAGENENT OF GRANTS AND THE ASSOCTATED COUNTERPART FUNDS.
SHARCHOLOTNG LWOULD BE QFPEN TO ANY EURCPRLAN COUNTRY AF WIELL AF

- E =

TO THE ELUROPEAN TNVESTHENT BANK AND TO THE COMMUNITY IN ITE OWN
ATGEHT, BUT THE COMMUNITY AND ITE MEMBEARSY WOWLD BE ASSURLD OF A
MAFORITY. THIN WOULD ENSURE THAT THE RECONSTRUCTION PROCESS IS
FIRMLY ROOTELD IN EUROPE. THE CREATION OF A NEW INSTITUTION
ALONGESTDE THE ETH IS CONSITDERELD BY THE FRENCH MEMBERS TO BE
NECERTARY IN QRDER TO BRESERVE THE PRESENT SPECTALIZATION OF
THE ETB, WHICH IS GENERALLY THOUGHT TOQ BE EXTRENELY VALUABLE.

THIS RADIFCALLY NEW PROPOSAL PRESENTED TO THE MONET ARY
COMMITTEE TOGETHER WITH OTHER ALTERNATIVES DESERVES DETAILED
AND CAREFUL EXAMINATION, AND THIS WILL BE CONDUCTED IN THE
COMMITTEE IN THE NEAR FUTURE.

MANM
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INFO IMMEDAITE BONN, EAST BERLIN, BMG BERLIN

INFO PRIDRITY MOSCOW, WASHINGTON, UKDEL NATO BRUSSELS

INFO PRIORITY UKREP BRUSSELS

INFO ROUTINE OTHER NATOD FOSTS, OTHER EAST EUROFEAN POSTS, DUBLIN

MIPT: 18 NOVEMBER MEETING OF THE TWELVE HEADS OF STATE AND
GOVERNMENT

SUMMARTY
1. HOW MITTERRAND WILL APPROACH THE MEETING, AND SUGGESTIONS FOR THE
PRIME MINISTER'S APPROACH.

DETAIL
2. THE MESSAGE BEINMG RECEIVED FROM THE ELYSEE POINTS TO AN ENTIRELY
NATURAL WISH OF MITTERRAND TO TAKE A BROAD LOOK AT THE POLITICAL

IMPFCTICATIONS OF EUREEHT CHANGE IN EASTERN EUROFPE WITH THE 11 OTHER

THIS SUITS US HELL AND WILL OFFER THE
PRIME MINISTER THE DPPERTUHITT TO DEVELOP THE THINKING WHICH LIES
BEHIND HER MESSAGE TO GORBACHEV, AND WAS EXPRESSED IN HER GUILDHALL
SPEECH, ON THE MEED FOR A MEASURED APPROACH TO CHANGE, AND SUPFORT

FOR GORBACHEV'S EFFORTS AT PERESTROIKA.

%, IN ALL THIS I BELIEVE THE PRIME MINISTER WILL BE ON THE SAME
WAVELENGTH AS MITTERRAND. HIS CONCERN WILL BE TO MAINTAIN A4 STABLE
BALANCE IN EUROPE. HE WILL NOT WANT TO EMCOURAGE THE THOUGHT THAT
THE THREAT FROM THE EAST IS TN THE PROCESS OF DISAPPEARING, EVEN IF
ITS HlTUHE IS CHANGING, AND 15 COMPLICATED BY THE UNCERTAIN
POLITICAL PROSPECTS. HE WILL SEE NO INTEREST IN ANY WESTERN RESPONSE
WHICH COULD UNDERMINE GORBACHEV'S POSITION. HE WILL BE PARTICULARLY
CAUTIOUS OVER THE QUESTION OF GERMAN REUNIFICATION, EVEN THOUGH HE
HAS PUBLICLY SAID THAT HE IS NOT AFRAID OF 17. 1 NEED HARDLY SPELL
oUT ALL THE DOMESTIC POLITICAL SENSITIVITIES OF THIS ASPECT, AND THE
FUNDAMENMTAL AMBIGUITIES IN THE FRANCO-GERMAN RELATIONSHIP AS &
WHOLE .

4, TWD ASPECTS OF THE 18 MNOVEMBER MEETING ARE MORE PROBLEMATIC.
FIRST, THE THOUGHT HAS BEEN CANVASSED, INCLUDING BY DUMAS
IN THE MATIONAL ASSEMBLY (MY TELNO 1515), THAT A PART OF THE
PURPDSE OF THE 18 WNOVEMBER MEETING 15 TO ENSURE THAT EASTERN
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EUROPE DOES NOT WEIGH DOWN THE STRASBOURG EUROPEAN COUNCIL AND

CHARTER. I AM SATISFIED THAT, THOUGH THIS MAY BE SEEN BY THE
FRENCH AS ONE OF THE ADVANTAGES OF HOLDING A DISCUSSION OF
EASTERN EUROPE NOW, MITTERRAND'S MAIN MOTIVE WAS A PROFER WISH
THAT THE TWELVE SHOULD GET TO GRIPS WITH CHANGE IN EASTERN
EUROPE AT THE TOP LEVEL WITHOUT DELAY. IT IS CLEAR FROM WHAT
THE ELYSEE HAVE TOLD US THAT THEY ACCEPT THAT THE NECESSARY
DECISIONS ON EC AID TO EASTERN EUROFPE ARE FOR STRASBOURG NOT
FOR THE 18 NOVEMBER PARIS MEETING.

5. HOWEVER (PARIS TELNO 15143, IT 15 EQUALLY CLEAR THAT MITTERRAND'S
IDEA OF A BANK FOR EASTERN EUROPE 15 THE MAIN INITIATIVE WHICH HE
WILL WANT TO DEVELOP ON 18 NOVEMBER, AND THE PRIME MINISTER WILL
NEED FULL BRIEFING FOR THIS.

6. THE SECOND PROBLEM AREA IS5 THE CONNECTION BETWEEN EC/EASTERN
EUROPE RELATIONS AND PROGRESS IN EURDPEAN INTEGRATION. MITTERRAND
WILL WANT TO USE SATURDAY'S DISCUSSION TO GAIN SUPPORT FOR HIS
CONVICTION THAT CURRENT DEVELOPMENTS IN EASTERN EUROPE POSE A
CHALLENGE FOR THE COMMUNITY WHICH CAN EEET gE MET BY ACCELERATING
AND FUEIHER STHEHGTHEHINﬁ THE PROCESS OF EunnPEAH CONSTRUCTION, NOT
LEAST THROUGH EMU. THE HIDDEN PREMISE HERE IS5 THAT CURRENT EVENTS
MAKE 1T ALL THE MORE IMPORTANT TO BIND GERMANY INTO THE COMMUNITY

AND THAT ACCELERATING ELUROPEAN INTEGRATION IS5 THE WAY TO DD THIS.

7. AS SEEN FROM HERE, THE PRIME MINISTER'S RESPONSE T0 THIS COULD BE
THAT BRITAIN IS AMONG THE FIRST TO RECOGNISE THE NEED FOR A
COHESIVE, STRONG AND OUTWARD LOOKING EUROPEAN COMMUNITY, CAPABLE OF
ASSISTIMG ECONOMIC DEVELOPMENT IN EASTERN EUROPE. WE HAVE BEEN AMONG
THE LEADERS IN PUTTING FORWARD PRACTICAL PROPOSALS, AND THE PRIME
MINISTER RECOGNISED IN HER GUILDHALL SPEECH THE WNEED TO DEVELOP NEW
FORMS OF ASSOCIATION WITH THE EMERGING DEMOCRACIES OF EASTERN
EURDPE. SO IT IS NOT THE UK WHICH IS APPLYING THE BRAKE. BUT THAT
DOES NOT MEAN THAT WE SHOULD ACCEPT THE NEED FOR ACCELERATION
TOWARDS A PARTICULAR VISION OF EUHnPEgﬂ CONSTRUCTJON (EMU DELORS
VERSTONY THE EFFECT OF WHICH WILL ACTUALLY PUT COMMUNITY COHESION
UNﬂEH ETRAIHi THE ENTERPRISE THE COMMUNITY IS ALREADY ENGAGED 1IN

INCREASING THE ATTRACTION OF THE COMMUNITY FOR EASTERN EUROPE.
ICOHESION YES, ACCELERATION TOWARDS STAGES 2 AND 2 NO, AT A TIME WHEN

ETEhDIHEEE IS REQUIRED ALL ROUND.
FERGUSSOMN
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INFO IMMEDIATE BMG BERLIN, EAST BERLIN, WASHINGTON, PARIS
IMFO IMMEDIATE UKDEL MATO, HOSCOW

INFO ROUTINE WARSAW, PRAGUE, BUDAPEST, UKREP BRUSSELS

FRG/GODR RELATIONS: STATEMENT BY KOML TO THE EUNDESTAG ON 16 NOVEMBER

SUMMARY
1. MORE DETAIL ON KODHL'S THINKING ON INNER-GERMAN RELATIONS.
DETERMINATION TO HELP.

DETAIL

2. MUCH OF KOHL'S STATEMENT TO THE BUNDESTAG FOLLOWING HIS VISIT TO
POLAND WAS DEVOTED TO RELATIONS WITH THE GOR. TO SOME EXTENT HE
RETRACED THE GROUND COVERED IN HIS STATEMENTS OF 8 NOVEMBER (OUR
TELNO 1061) AND 11 NOVEMEER (OUR TELND 10%0).

I, HE SAID THAT SINCE THE NIGHT OF 9 WNOVEMBER THE STATE OF THE
NATION HAD FUNDAMENTALLY CHANGED. AFTER NEARLY THIRTY YEARS OF
SEFARATION. THE WORLD HAD SEEN THE PEOFLE OF BERLIN AND GERMANY
CELEBRATE SEEING EACH DTHER AGAIN, A FESTIVAL DOF TOGETHERNESS AND

UNITY. BERLINERS HALD SHOWN THET WISHED TO LIVE TOGETHER IN ONE EITT
BHT THIS WAS OKLY A BEGINNING. THE RIGHT OF ALL GERMANS TO -

SELF= DETEHHIHATIDH HID ﬂﬂT TET BEEN REALISED, NOR HAD THE COMMITMENT
BF THE BASIC LAW TO THE UNITY AND FEFEEUH OF GERMANY YET BEEN
FULFILLED. IT WAS IMPORTANT TO STAY LEVEL-HEADED AND REMAIN CoOL.

4, HE THEN TOUCHED ON VARIOUS ASPECTS OF RELATIONS WITH THE GDR:

{A)Y FIRST THERE WERE CERTAIN FORMS OF IMMEDIATE HELFP WHICH COULD AND
SHOULD BE GIVEN TO ALLEVIATE PROELEMS ARISING FROM THE EXODUS. HE
INSTANCED ESPECIALLY HOSPITALS AND MEDICAL HELP. TWINNED CITIES
SHOULD TAKE INITIATIVES TO PROMOTE CONTACT AND TRAVEL HETWEEN
ORDINARY PECPLE.

{B) THERE WERE ALSD OTHER FIELDS TN WHICH THE FRG STOOD READY TO
COOPERATE AT ONCE. FOR EXAMPLE, VISITORS FROWM THE GODR NEEDED HARD
CURRECNY. THE FRG WANTED TO HELP, BUT THE GDR WOULD HAVE TO MAKE ITS
OWN CONTRIBUTION: A PART OF THE HARD CURRENCY EARNED THROUGH
INNER-GERMAN TRAVEL SHOULD BE PUT AT THE DISPOSAL OF THOSE WHO

PAGE 1
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WANTED TO LEAVE ON VISITS. COOPERATION ON ENVIRONMENTAL ISSUES,
ESPECIALLY ON PROJECTS THAT WERE ALREADY IH THE PTPELINE, SHOULD GO
AHEAD, THE INNER-GERMAN TELEPHONE SERVICE SHOULD BE IMPROVED, THE
JOINT ECONOMIC COMMISSION AGREED AT THE TIME OF HOMNECKER'S VISIT TO
BUNN SHOULD GET UNDER WAY. BERLIN SHOULD NOT BE LEFT OUT OF THE
DEVELOPMENT OF INMNER-GERMAN CONTACTS.

(C) IN THE LONGER TERM, A5 AND WHEN FUNDAMENTAL CHANGE IN THE
POLITICAL AND ECONOMIC SYSTEM OF THE GDR HAD DEFINITELY AND
IRREVERSIBLY EBEEN SET IN MOTION, THEN THE FEDERAL GOVERMMEWT WOULD
hS ANNOUNCED ON 11 NOVEMBER BE READY TO OFFER A ''NEW DIMENSION'' OF
HELP AND COOPERATION. NO ONE SHOULD BE FORCED TO ACCEPT THE FRG'S
IDEAS, BUT IN THE GDR AS ELSEWHERE 50CIALISM HAD FAILED. PEQOPLE
WANTED A SYSTEM THAT ALLOWED THEM THE FRUITS OF THEIR LABOURS.

5. THE PEOPLE OF THE GDR WANTED:

= FREEDOM OF OPINION AND INFORMATION (WESTERN MEWSPAPERS SHOULD BE
MADE AVAILABLE]:

= A FEEE PRE35, FREE TRADE UNIOMS AND FREEE AND INDEPENDENT
POLITICAL PARTIES:

THE SED WOULD HAVE TDO GIVE UP ITS MONOPOLY ON POWER,. AND THE

EHLHINLL LAW SHOULD EE EGHPLETELT REUIEED. TRAVEL WITHOUT VISAS

&. THE FLOW OF FPEOPLE FROM THE GDR SEEMED TO BE EBBING,. AFFARENTLY
BECAUSE THE INHABITANTS OF THE SDR WERE NOW MORE DPTIMISTIC ABOUT
THE CHANCES OF FURTHER REFORMS. KOHL HAD TOLE KRENZ IN THEIR
TELEPHONE CONVERSATION OF 11 NOVEMBER THAT ALONG WITH POLITICAL
REFORMS THE GDRE MEEDED TO TAKE RUICK AND COMPREHENSIVE ACTION TO
IMPROVE LIVING CONDITIONS, IN ORDER TO MAKE PEOPLE FEEL THEY HAD NO
REASON TO LEAVE THE COUNTRY.

7. SUPPORTING THE REFORM MOVEMENT IN THE GDR WAS NOT JUST & NATIONAL
RESPONSIBILITY FOR THE FRG: THE TASK ALSO HAD A COLLECTIVE EURCPEAN
DIMENSION. THE FAILURE OF REFORMS IN ONE WARSAW PACT COUNTRY COULD
AFFECT PROSPECTS FOR REFCRM IN ANOTHER. 50 IT WAS IN THE INTEREST OF
ALL EC COUNTRIES TO SUPPORT REFORM IN THE GDR. KOHL HAD TOLD
MITTERRAND THAT HE WANTED THIS TO BE A CENTRAL THEME OF THE
STRASBOURG EUROPEAN COUNCIL. HE ALSO WELCOMED THE OPPORTUNITY TO
DISCUSS THE LATEST DEVELOPMENTS AT THE PARIS SUMMIT ON 18 NOVEMBER,
AND THE READINESS OF THE COMMISSION TO PROPOSE A MANDATE FOR THE
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NEGOTIATION OF AN EC/GDR TRADE AGREEMENT.

8. HE THEN REFERRED TO THE SUPPORT THE PRIME MINISTER, EUSH AND

MITTERRAND HAD VOICED FOR EVENTS IN THE GOR AND THE ATTITUDE

ADOPTED BY THE FRG. HE STRESSED THAT THE FRG WOULD REMAIN A PART OF

THE WESTERN COMMUNITY. QUOTE WE KNOW THAT THE SOLUTION OF THE GERMAN
JQUF% [ON IS EHEEFAR#ELT CONNECTED TU THE FHDCEEE OF BRINGING AN END
|THE DIVISION ﬂF EURDFE UNQUOTE. T T R G
| P e —

9. IT WOULD BE A SERIOUS MISTAKE TO SLOW DOWN EC INTEGRATION BECAUSE

OF DEVELOPMENTS IN EASTERN EUROPE. THE EC SHOULD REMAIN OPEN FOR ALL

(UNDERLINED) DEMOCRATIC EUROPEAN STATES. e

“A0. THE CORE OF THE GERMAN QUSTION WAS FREEDOM. THE PEOPLE OF THE
.EDH MUST BE GIVEN THE CHANCE TO DECIDE THEIR OWN FUTURE: aQueTE TO DO
THAT THEY NEED NO ADVICE FROM OTHERS - FROM ANY QUARTER. THEY
} THEMSELVES KNOW BEST WHAT THEY WANT. THAT GOES FOR THE QUESTION OF
REUNIFICATION AND FOR GERMAN UNITT TOOD UNGQUOTE.

‘—_—_———— - e—

COMMENT

11. FURTHER EMPHASIS ON THE FRG'S DETERMINATION TO REMAIN FIRMLY
EMBEDDED IN THE WEST. BUT THE MAIN POINT OF INTEREST HERE 1S THE
TIGHTROPE KOHL NOW HAS TO WALK IN SEEKING TO MOVE FORWARD FRG/GOR
RECATIONS. HE KNOWS HE MUST LAY DOWN PRECONDITIONS “FOR LARGE SCALE
FRE HELP. BUT HE KNOWS TOO THAT HIS AIM MUST BE TO DO THAT WITHOUT
SOUNDING PATRONISING AND WITHOUT APPEARING TO TELL THE PEOPLE OF THE
GDR_HOW TO RUN THEIR OWN AFFAIRS. HEMNCE THE STRONG EMPHASIS ON

SELF- DETERMINATION.

12. THE FIRST SENTEMNCE OF THE DIRECT RUOTATION IN FPARA 10 MAY BE &
RIPOSTE TO THE STATEMENT BY GORBACHEV REPORTED IN FPARA 3 OF MDSCOW
TELND 1920.

15, SEPARATE COMMENT FOLLOWS ON THE FRG VIEW OF KOHL'S VISIT TO
POLAND .

14. FCO ADVANCE NO 10.

MEVILLE-JOMNES
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EC SPECIAL SUMMIT, 18 NOVEMBER: PORTUGUESE VIEWS

SUMMARY
1. ALTHOUGH PUBLICLY WELCOMING DEVELOPMENTS IN EAST GERMANY ,
FPORTUGUESE ARE PRIVATELY WORRIED THAT EASTERN EURODPE ¢ILL COMPETE
WITH PORTUGAL FOR TRADE, INVESTMENT AND AID. BUT PORTUGAL STTELL
FAVOURS CLOSER EC ASSOCIATION WITH EFTA. PORTUGAL WILL BE PRESIDENT
OF COUNCIL OF EUROPE FOR NEXT & MONTHS ."SUPPORT FOR DELARS PLAN
COULD BE WEAKENED IF EC FUNDS FOR PORTUGAL ARE PUT AT RISK.

DETAIL

¢. PORTUGUESE PRIME MINISTER PUBLICLY WELCOMED BREACH OF BERLIN WALL
AT WEEKEKD AS DID PORTUGUESE PRESIDENT AND JUNIOR MINISTER FOR
FOREIGN AFFAIRS. BUT PRlEiIELf, FORTUGUESE ARE CLEARLY CONCEERMNED
THAT TOD RAPID AND EXTENSIVE AN EC OPENING TO THE EAST WILL DAMAGE
PORTUGUESE NATIONAL INTERESTS. IN A CONVERSATION WITH ME ON 14
NOVEWEER, PRIME MINISTER'S EC ADVISER (CARLOS SAMPAIO) EXPRESSED

PORTUGUESE ANXIETIES ABOUT EASTERN EURODPEAN COMPETITION IN TRADE (EG
TEXTILES, SHOES, AGRICULTURAL PRODUCTS) AND ABOUT THE DANG
IAPANESE INVESTMENT BEING DIVERTED FROM PORTUGAL TO EASTERN EUROPE,

WHERE INDUSTRIAL DEVELOPMENT AND EDUCATIONAL LCEVELS WERE IN SOME
CASES HIGHER THAN PORTUGAL'S. R

3. PDRTUGAL IS5 ALSD CONCERNED THAT THE EC &ID DN WHICH ITS CURRENT
HOOM HAS BEEN BASED WILL BE REDUCED IN FAVOUR OF EASTERN EUROPE,
CAVACO MAY WELL TRY TO INSIST THAT ANY EC AID TO LATTER INCLUDES
COMMITMENT 70 CONTINUE SUPPORT FOR POORER MEMBERS 0OF PRESENT
COMMUNITY. PORTUGUESE SECRETARY OF STATE FOR BUDGET WAS QUOTED IN
PRESS AFTER EC BUDGET COUNCIL ON 14 NOVEMBER AS SAYING THAT SUMS
CONCEDED TO POLAND AND HUNGARY WOULD NOT UPSET EXISTING BALANCE OF

— —

_FID. h Tk ———

4. PORTUGUESE FOREIGN MINISTER 15 LIKELY TO BE WORRIED THAT EC AID
FOR EASTERN EUROPE WILL DETRACT FROM POSSIBLE AID FOR EX-PORTUGUESE
COLONIES UNDER LOME AND FOR RECONSTRUCTION IN ANGOLA. (PORTUGUESE
CUWPANIES ARE EXPECTING TO MAKE MONEY DUT OF BOTH, WHICH WOULD BE
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MAINLY PAID FOR BY RICHER MEMBERS OF THE COMMUNITY.) DIARID DE
MOTICIAS, THE MAIN SERIOUS DAILY, HAS COMMENTED THAT IN AIDING
EASTERN EUROPE, EC SHOULD NOT FORGET THIRD WORLD.

5. AS FOUNDER-MEMBER OF NATO AND STAUNCH ATLANTICIST, PORTUGAL WILL
BE CAUTIOUS ABOUT ANY MOVES TOWARDS DISMANTLING WESTERN EUROPEAN
DEFENCES. DE MELC (DEFENCE MINISTER) MADE THIS CLEAR AT A SEMINAR
GIVEN HERE BY LOCAL INSTITUTE OF STRATEGIC STUDIES LAST WEEK.
PORTUGUESE EXPERIENCE OF COMMUNISM, UNLIKE MOST OF THE EC,. HAS BEEN
CLOSE AND RECENT FDHTUEUESE COMMUMIST PAHTT (WHICH IS5 STILL
STALINIST) HAS MADE MINIMAL AND EVASIVE ﬂDHHENT | EUEHTS Eh EhETEEH
EUROFE. oy = R 2 ==

&. PORTUGAL STILL HAS SUFT SPOT FEE EFTA TO WHICH IT USED TO BELONG
AND WHICH IS STILL GIVING AID AND INVESTING HEAVILY HERE (PARTLY AS
A MEANS OF GETTING INTO EC BY BACK DOOR). IN ANY DISCUSSION OF

ENLARGEMENT, PORTUGAL 18 THEREFORE LIKELY TO BE PRO-EFTA AND
ANTI-EASTERN EUROPE (AND TURKEY, BECAUSE OF TEXTILES).

m—

7. FOREIGN MINISTER HAS PUBLICALLY WELCOMED THE PROSPECT OF
HUNGARIAN MEMBERSHIF OF COUNCIL OF EUROFE UNDER PORTUGUESE
PRESIDENCY OF THE COUNCIL STARTING ON 16 NOVEMBER AND HAS ALREADY
PROPOSED SEMINAR IN LISBON IN JANUARY TC DISCUSS DEVELOPMENTS IN
EASTERN EUROPE.

8. THERE ARE NO CLEAR INDICATIONS YET OF PORTUGUESE THINKING ON ANY
CONNECTION BETWEEN DEVELOPMENTS IN EAST GERMANY AND "PROGRESS ON EMU.
FINANCE WINTSTER CADILHE WAS GQUOTED IN THE PRESS HERE AS HAVING TOLD
JOURNALISTS THAT PORTUGAL WAS OPPOSED TO THE BRITISH APPROACH TO THE
DELORS PLAN DURING THE ECOFIN COUNCIL ON 13 NOVEMBER. CARLDS SAMPALD
(PARA ? ABOVE) ALSO IMPLIED TO ME THAT PORTUGAL WOULD SUFPPORT AN
EARLY IGC, ALTHOUGH HE CLAIMED NOT TO KNOW WHAT CAVACO WOULD DECIDE.
THE FDUCHETﬂHE WiLL, 1 SUSPECT, CONTINUE TO BE HOW FAR THEY BELIEVE
PORTUGAL WILL CONTINUE TO BE GUARANTEED ADDITIONAL COMMUNITY FUNDS
AS "COMPENSATION' FOR_ACCEPTING THE DELORS PLAH . IF COMMUNITY
DECISIONS ON CENTRAL EUROPE PUT THESE AT RISK, PORTUGUESE COMMITMENT
T0 THE DELORS PLAN COULD WELL BE CORRESPONDINGLY WEAKEND
PARTICULARLY BECAUSE WHAT THE UK PAPER SAYS ABOUT THE POLITICAL
DISADVANTAGES OF THE DELORS PLAN MAY WELL THAN ASSUME GREATER
;HPﬂRTAHEE_ 3 e —

JHHUTHHD?T

¥YYy
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INFO IMMEDIATE EC POSTS, UKREP BRUSSELS, WASHINGTON, MOSCOW

PARIS SUMMIT ON EASTERN EUROFPE: FERMANDEZ ORDONEL WIEWS
SUMMARTY

1. FERNANDEZ ORDONEZ CLAIMS PARIS SUMMIT WAS GONZALEZ IDEA. CALLED
NOW TO AVOID SIDETRACKING STRASEOURG SUMMIT. GERMAN REUNIFICATION
NOT ON THE CARDS YET EUT SPAIN NOT OPPOSED TO IT IN PRINCIPLE. MRS
THATCHER ASKED TO TAKE MORE POSITIVE ATTITUDE TOWARDS EC
[INTEGRATION.

DETAIL

2. IN AN INTERVIEW CARRIED IN TODAY'S EL PAIS FERNANDEZ ORDONEL
CLATMED THAT THE IDEA FOR THIS WEEKEND'S SUMMIT IN PARIS TO
DISCUSS DEVELOPMENTS IN EASTERN EUROPE CAME IKITIALLY FROM FELIPE
GOMZIALEZ. FERNANDEZ ORDOMEZ, ON INSTRUCTIONS FROM GONIALEZ,. PUT THE
SUGGESTION TO A RECEPTIVE DUMAS DN 11 NOVEMBER IN TUNIS AND BY
MONDAY MITTERRAND HAD TAKEN STEPS TC SET THE SUMMIT IN TRAIN.

3., FERNANDEZ ORDONEZ SAID THAT THE REASONS FOR CALLING THE SUMMIT
NOW WERE:

CAY TDO STIMULATE IDEAS ABOUT THE TYPE OF SUPPORT THE EC MIGHT GIVE
TO THE RPAID PROCESS ON DEMCORATISATION IN EASTERN EUROPE.

{B) THE AVOID THE STRASBOURG SUMMIT BEING DOMIMNATED BY THE ISSUE OF
EASTERN EUROPE AND, AS A RESULT, PUSHING THE ISSUE OF MONETARY UNIDON
INTD SECOND PLACE.

(C) TO SHOW, ON THE EVE OF THE BUSH/GORBACHEY MEETING, THAT THE EC
HAD MUCH TO SAY ABODUT DEVELOPMENTS 1IN EASTERN EURDPE.

4. HE WENT ON TO SAY THAT CLOSER RELATIONS BETWEEM THE FRG AND THE
GDR WOULD NOT HARM SPAIN, WHICH WAS TRADITIONALLY A FRIEND OF
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GERMANY. THE ISSUE OF REUNIFICATION WAS/NOT ON THE CARDS AT THE
HOMENT, BUT IF, IN THE LONGER
TERM, THE PECPLE OF BOTH STATES SHOWED /A DEEIHE TO REUMNITE THEN IT
HEULD BE DIFFICULT TO PREVENT THEH DDIHE 50. THE MATTER WOULD NEED

EﬂEIET UNION. HMEANWHILE THE TWO ALLI#HUEE NATO AHE THE™ WARSAW PACT ;
HERE STABILISING FACTORS. BONN REALISED THIS.

T ASKED IF HE THOUGHT THE BRITISH GOVERNMENT SHARED HIS VIEW THAT
DEVELOPMENTS IN EASTERN EUROPE MERITED AN ACCELERATION IMN THE PACE
OF EC INTEGRATION FERMNANDEZ ORDONEZ SAID HE HOPED MRS THATCHER WOULD
THINKE ABOUT HER POSITION AND ADOPT A MORE POSITIVE ATTITUDE TOWARDS
THE CONSTRUCTION OF EUROPE AT THE STRASEOURG SUMMIT. THE ALTERNATIVE
TO A STRENGTHEMING OF THE COMMUNITY WAS THE RESURGENCE OF A 19TH
CENTURY EUROPE WHICH HAD BEEM BCTH UNMSTABLE AND A SOURCE OF
CONFLLICT.

6. FERNANDEZ ORDONEZ BELIEVED THAT THE DEMOCRATISATION PROCESS
WOULD SPREAD TO CZIECHCSLAVAKIA AND RUMANIA BUT HE DECLINED TO SAY
WHETHER THE SAME WOULD HAFFEN IN MARXIST COUNTRIES OUTSIDE EUROPE.
SUCH AS CUBA. EVENTS WERE TAKING PLACE WITH SUCH RAPIDITY THAT IT
WAS DIFFICULT TO SAY WHAT WOULD HAPPEN NEXT. LIKE ALL PERIOQDS OF
MAJOR POLITICAL CHANGE THERE WERE OBVIOUS EXPECTATIONS AND RISKS.
THE BIGGEST RISk IN THIS CASE WAS POSED BY THE SOVIET LUNION'S
EEDNDHIEhfﬁlﬂ S AND THE IHPATIEHEE OF ITS MINORITIES.
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FM BRUSSELS

TO IMMEDIATE FEQ

TELRD 378

OF 14617301 NOVEMBER B9

INFO PRIORITY VIENNA, UEREP BRUSSELS, BONN, FPARIS, LUXEWMEQURG,
INF? PRIQRITY EAST BERLIN

PARIS SUMMIT: BELGIAN FOREIGN MIMNISTER'S VIEWS ON EUROPE

SUMMARY

1. BELGIANS SEE FARIS SUMMIT DINNER AS OCCASION FOR WARM
WORDS ON DEVELOPMEMTS IN EASTERN EUROPE WITHOUT SACRIFICING
NEED TO MAINTAIN PACE OF EUROPEAN INTEGRATION. FOREIGN
MINISTER SPECULATES ABOUT FUTURE EUROPEAN STRUCTURE.

DETAIL

2. EYSKENS HAS FOLLOWED UP HIS INTERVIEW WITH THE AUSTRIAN
DER STANDARD (VIENNA TELEGRAM NO 3082 WITH AN INTERVIEW IN THE
BELGIAN DE STANDAARD ON 1F NOVEMBER. THE MAIN PDINTS ARE AS
FOLLOWS

Iy EYSKENS FAVOURS CREATING A QUOTE EﬂHFEﬂERﬁTIDH LNQUOTE OF
EURDPE,. WITH A CORE OF PRESENT EC AND [OOSER TIES WITH THE
OTHER EUROPEAN COUNTRIES INCLUDING THE DEVELOPING DEMOCRACIES
IN THE EAST AND EFTA. THE CONFECERATION WOULD BE BASED ON THE
PRINCIPLES OF DEMOCRACY, SOCIAL JUSTICE, FREEDOM AND HUMAN
RIGHTS.

II) THE CONFEDERATION WOULD SOLVE THE PROBLEMS OF LINKS
BETWEEN THE TWO GERMANYS: THE FRG WOULD BE WITHIN THE FEDERAL
STRUETUHE AND THE GDR WITHIN THE_CONFEDERATION. THERE WOULD
BE SPECIAL LINKS BETWEEN THE THE* HE REJECTS THE IDEA OF
POSSIBLE GERMAN MEUTRALITY.

I1I) THE EC TWELVE FORM A POLE OF ATTRACTION FOR THE EAST:
INTEGRATION SHOULD THEREFORE CONTINUE ANMD NOT SLOW DOWNM.

IV) BILATERAL ASSISTANCE TO POLAND, HUNGARY ETC WOULD BE BEST
COORDINATED IN THE EC FRAMEWORK.

EYSKENS CONCLUDED THAT HE WOULD BE PUTTING FORWARD THESE IDEAS
TO THE COUNCIL OF MINISTERS ON 17 NOVEMBER. HE MENTIONED ALSO
HIS FORTHCOMING VISITS TO CIECHOSLOVAKIA NEXT WEEK AND
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FOSSIBLY TO THE GDR A WEEK LATER.

3. WE HAVE SOUGHT A READ QUT ON EYSEENS' TWO INTERVIEWS FROM
H15 CHEF CE CABINET, AND ALSC DISCUSSED THE BELGIAN APPROACH
T0 THE 1B NOVEMEER SUMMIT IN PARIS WITH THE PRIME MINISTER'S
DIPLOMATIC ADVISER. TWO PAPERS ON EUROPEAN DEVELOPMENTS HAVE
BEEN PREPARED FOR THE COUNCIL OF MINISTERS MEETING TOMORROW
{17 HOVEMBERY. THE FIEET "ON POLAND AND HUNGARY CONCLUDES
THAT WHAT POLAND AND HUNGARY NEED MOST FROM THE EC IS AID.
'BELGIANS PREFER THIS TO BE COORDINATED WITHIN THE G24& RATHER
THAN THROUGH UNSYSTEMATISED EILATERAL APPROACHES,
REALISTICALLY RECOGNISING THAT AHY BELGIAN CONTRIBUTION ON ITS
|OWN WOULD BE INSIGNIFICANT.

4. A% REGARDS THE SECOND PAPER. ﬂH A WIDER EURDFE,. THE
BELGIANS REGARD THE FIRST PRIORITY AS BEING CLDSER LINKS WITH
THE EFTANS. THAT EAIDJ THEf HOPE THE SUMMIT WILL GIVE A CLEAR
WELCOME TO THE DEVELOPMENTS IN EASTERN EUROPE PARTICULARLY AS
REGARDS A HDUE TO ﬂEHﬂEEﬁEI. BUT THE DEVELOPMENTS IN EASTERM
EUROPE SHOULD NOT BE A BARRIER TO A FASTER PACE OF EUROPEAN
INTEGRATION. THE SECOND PAPER APFARENTLY HAS ONLY A PASSING
REFERENCE TO THE MORE DISTANT FUTURE WHEN QUOTE CONCENTRIC
CIRCLES UNBUDTE C(AS IN THE EYSEENS AUSTRIAMN INTERVIEW) MIGHT
BE A POSSIBILITY.

5. REYN (EYSKENS" CHEF DE CABINET) COMMENTED CANDIDLY THAT
EYSKENS STILL FAILS TD REMEMBER THAT HE IS FDEE}EH HIHIETEE
AMD TEWDS TO AIR PUBLICLY HIS RATHER ACADEMIC PERSONAL
MUSINGS. THUS THE QUOTE CONFEDERAL APPROACH UNQUOTE SET QUT
IN TODAY'S INTERVIEW (WHICH HAS ALREADY DISTURBED SOME OF MY
COLLEAGUES) REPRESENTS VERY MUCH HIS PERSONAL VIEWS RATHER
THAN THOSE OF THE GOVERNMENT. THAT SAID IT 15 MOST LIKELY
THAT EYSKENS WILL EXPRESS THE SAME VIEWS AT THE FOREIGH
MINISTERS' DINNER ON SATURDAY. MARTENS IS LIKELY TO TAKE AN
ALTOGETHER MORE PRUDENT LINE WHICH WILL CERTAINLY CALL FOR A
STRONG WELCOME TO DEVELOPMENTS IN THE EAST (RECALLING THE

| HARMEL DOCTRINE) AND EMPHASISE THE NEED FOR FASTER EUROPEAN

| INTEGRATION AS THE GREAT POLE OF ATTRACTION WITHOUT

kSPECHLhTIHE FURTHER.

O'NEILL
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CONFIDENTIAL

FM PARIS

T0 IMMEDIATE FCO

TELND 1522

OF 1616122 HNOVEMBER 8%

INFO IMMEDIATE BONN, EAST BERLIN, BMG BERLIN

INFO PRIORITY MOSCOW, WASHINLTONW,. UKDEL WNATO, UEREP BRUSSELS,
INFO ROUTINE DUBLIN, NATO POSTS, EAST EUROPEAN POSTS

SUMMARY

1. MITTERRAND'S 1B NOVEMBER WORKING DINNER TO BE INFORMAL,. WITH WO
AGENOA AND NOD FORMAL DECISIONS OR COMMUMNIQUE. ELYSEE SAY MITTERRANT
WANTS FULL DISCUSSION OF PDLITICAL DEUELUFHEHTS IN EAST EUROPE AND

ARE
FOR THE ETHASEEURG EUROPEAN COUNCIL.

DETAIL
2.

HDFEﬂ TO GET QUT OF IT.

3. HENNEKINNE SAID THIS WOULD BE AN INFORMAL HEFTIHE. 26 WAS TOO

MANY FOR THE SORT OF DISCUSSION MITTERRAND WANTED. THAT WAS WHY

FOREIGN MINISTERS WOULD EAT SEPARATELY. THERE WOULD BE 14 ROUND “THB—» —
TARELE (THE TWELVE HEADS OF STATE AND GOVERNMENT PLUS DELORS AND ——
ROCARD) . THERE WOULD BE NO AEEHDl AND NO FORMAL WRITTEN DECISIONS

of COMMUNIQUE, ALTHOUGH THE PRESS AND THE PUBLIC WANTED 'RESULTS'.

IT WOULD HAVE BEEN DIFFICULT TO DRAFT A COMMUNIQUE WHICH STEERED
BETWEEN PLATITUDES AND THE DANGERS OF BEING TOO SPECIFIC {EG ON THE
GERMAN QUESTION). HENNEKINNE SAID SOME PARTNERS HAD WANTED A
COMMUNIQUE, OTHERS NOT. i Ny

&, MITTERRAND HAD NOT REVEALED HIS HAND ON HOW HE WOLLD PLAY THE
DISCUSSION. HENNEKINNE EXPECTED HIM TO HOLD A GENERAL TOUR DE TABLE

GERHAHT WAS A FRDDUET ALSD OF THE DIUISIDH DF EUROFPE, AND SINCE
\REINFORCING EUROPEAN CONSTRUCTION WOULD CONTRIBUTE To ENDING THESE
DIVISIONS, MITTERRAND WOULD WANT TO EXPLORE WHAT THE EC COULD
+CONTRIBUTE TO A SOLUTION OF THE WIDER EUROPEAN DIHEHgTEh.

5. HE WOULD WANT TO LOOK ALSO AT THE QUESTION OF AID TO FELAHD AND
HUNGARY, THOUGH DECISIONS HERE WERE FOR THE STRASHUURG EUROPEAN
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COUMCIL, AND AT THE WIDER QUESTION OF THE RELATIONSHIP WHICH SHOULD
BE DEVELOPED EETWEEMN THE EDHHUEETT AND rHF_EEE. HEHMNEKEIHNNE

COMEIRMED THAT MITTERRAND WOLLD WAMT TO OUTLINE HIS IDEAS FOR A& BANE
FOR EASTERN EUROPE (MY TELMO 1578). BUT HE WOULD BE LOOKING ONLY FOR
PRELIMINARY REACTIONS : THERE SHOULD BE FURTHER CONSIDERATION 1IN
BRUSSELS WITH A VIEW TO DISCUSSION/DECISION AT THE STRASBOURG
EUROPEAN COUNCIL.

&, HENNEKINNE SAID THAT IT MIGHT BE HARD TO KEEP THE DISCUSSION AWAY
FROM ENLARGEMENT (EG AUSTRIA): THERE WOULD BE DISCUSSION NO DOUBT OF
RELATIONS BETWEEM THE EC AND EFTA ON THE DNE HAND AND THE EASTERN
EUROPEAN COUNTRIES ON THE OTHER.

7. MITTERRAND WOULD PROBABLY WANT TO STEER DISCUSSION TOWARDS THE
EFFECTS OF CURENT DEVELOPMENTS ON THE POLITICAL AND STRATEGIC
EQUILIBRIUM OF EUROPE. THE GERMAN QUESTION, REUNIFICATION AND THE
CFE NEGOTIATIONS WERE ALL RELEVANT FACTORS HERE, AS WAS (HENNEKINNE
SAID WITH SOME PROMPTING) THE GQUESTION OF THE MAINTENANCE OF THE
CURRENT SYSTEM OF ALLIANCES. ALL THIS COULD BE DISCUSSED, BEARING IN
MIND THAT MUCH OF IT WAS DF DIRECT CONCERN TO OTHER ORGANISATIONS
INCLUDING MATO. THERE WOULD BE NO QUESTION OF DRAWING CONCLUSIONS.
LLEWELLYN SMITH ASKED WHETHER AND HOW THE FRENCH WOULD BE BRIEFING
THE NATO COUNCIL ON THE 18 NOVEMBER MEETIMG. C(UKDEL NATOD TELNO 33B).
HENNEKINNE SAID THAT THEY HAD AM OPEN MIND ABOUT THIS: THE DECISION
COULD OMLY BE MADE IN THE LIGHT OF THE 18 NOVEMBER DISCUSSION.

B. LLEWELLYN SMITH ASKED WHETHER THERE WOULD BE ANY STRUCTURED
DIVISION OF SUBJECT MATTER BETWEEN HEADS OF GOVERNMENT AND FOREIGN
MINISTERS. HENNEKIMNNE SAID THAT THERE WOULD NOT, THOUGH OBVIOUSLY
DUMAS WOULD BE IN A GOOD POSITION TO BRIEF FOREIGN MINISTERS FULLY
ON HIS TALKS IN MOSCOW. HIS PRESENCE WITH FOREIGN MINISTERS AND
DELORS'S WITH HEADS OF GOVERNMENT WOULD ENSURE THAT BOTH GROUFS GOT
AN AUTHORITIATIVE ACCOUNT OF THEIR VISIT TO POLAND AND HUNGARY. HE
ADDED THAT RUMOURS CIRCULATING THAT FOREIGN MINISTERS WOULD HAVE AN
ADDITIONAL MEETING BEFCRE DINNER WERE WRONG., DUMAS WOULD ONLY BE
GETTING BACK TO PARIS JUST BEFORE DINNER. (WE HAVE HEARD SEPARATELY
FROM THE QUAI THAT NEITHER WILL THE FOREIGN MINISTERS HAVE ANY SET
AGENDA: THE INTENTION IS TO DISCUSS EASTERN EUROPE, IN PARTICULAR
POLAND, HUNGARY, EAST GERMANY AND THE USSR.)

9, HENNEKINNE SAID THERE WAS NO DATE FIXED YET FOR THE MEETING
WHICH HAD BEEN AGREED BETWEEN MITTERRAND AND GORBACHEY. NOR WAS IT
KNOWN WHETHER THIS WOULD BE IN MOSCOW OR PARIS (NEWSPAPER
SPECULATION IS NO MORE PRECISE THAN DECEMBER OR JANUARY) WE
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THAT THE FRENCH HAVE INVITED

PRESIDENT BUSH TO STOP OFF IN PARIS ON HIS WAY TO THE MALTA SUMMIT
BUT THAT IT SEEMS UNLIKELY AT PRESSEMNT THAT BUSH WILL ACCEPT,

DESPITE THE FRENCH PRESIDENCY.

10. FOR COMMENTS SEE MY TWO
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From: The Rt. Hon. JULIAN AMERY, M.P. I"-.___‘%
112, EATON SQUARE

LONDOMN SWIW FAE

Tel: O1- 235 1543
O1- 235 7405

15 November, 1989
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I enclose a talking point that might be useful for next

Saturday's meeting in Paris.
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Julian Amary

Charles Powall, Esqg.




In 1877 Bismarck's Germany, which had a publicly known

military alliance with Imperial Austria, concluded a

reinsurance treaty with Imperial Russia. This gave an

agssurance that Germany would not participate in any war or
act of agression committed against Russia,

The reinsurance treaty was originally secret but it

bacama known andu;;genteﬂ by Austria. FKaiser William

renounced it when "he dropped the pilot",

It has been argued by many historians that, if the
reinsurance treaty had continued, Austria would not have
dared attack Serbia in 1914 since it would hawve known that it

could not count on German support.

Might there be a case for concluding a similar
reinsurance treaty either between a united Germany or between
the European Community or between NATO, and the Soviet Union?

This could avoid German neutrality or unikteral

disarmament while still allowing a united Germany to remain

part of the Western European Union or of NATO.

JA/15.11.89
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INFO PRIORITY BONWN. EAST BERLIN, BMG BERLIM, MOSCOW nALN (EiJEHALQV

18 NOVEMBER MEETING OF THE TWELVE HEADES OF STATES AND GOVERNMENT

SUMMARY

1. ELYSEE CONFIRM THAT STRASBOURG COUNCIL AS WELL AS 18 MNOVEMEBER
MEETING WILL ADDRESS EASTERN EUROPE, THOUGH MAIN PRIORITIES FOR
STRASEOURG REMAIN EMU AND SOCIAL CHARTER. ELYSEE SHARE FRIME
MINISTER'S VIEW OF HEED FOR A& CAUTIOUS APPROACH IN FACE OF
UNCERTAINTIES GENERATED BY EVENTS IN EAST EUROPE.

—

DETAIL

2. MINISTER ASKED MME GUIGOU, PRESIDENT MITTERRAND'S ADVISER ON EC
QUESTIONS, FOR HER VIEW ON THIS MEETING AND IT CONMNECTION WITH THE
STRASEOURG EUROPEAN COUNCIL. HE REFERRED TO PRESS SPECULATION THAT
ONE OF THE REASONS FOR CALLING THE MEETING WAS TO AVOID THE EURQEPAN
COUNCIL BEING TOD TAKEN UP WITH THE PROEBLEMS RELATING TO EASTERN
EUROPE.

5. MME GUIGOU SAID THAT THIS WAS AN INCORRECT INTERPRETATICN. THE
AGENDA FOR STRASBOURG WAS WELL ENOW AND WOULD OF COURSE INCLUDE
DISCUSSION OF EASTERN EUROPE ESPECIALLY EC AID TQ PDLlHD AKND
HUNGARY . THE EUROPEAN COUNCIL REMAINED THE OCCASION "ON WHICH THE
CECISIONS COULD BE TAKEN ON THESE MATTERS. HOWEVER, IT WAS OF COURSE
THE CASE THAT THE PRESIDENCY WAS DETERMINED TO HAVE A FULL
DISCUSSION OF EMU AND THE SOCIAL CHARTER LEADING TO AFPROPRIATE
CECISIONS IF DISCUSSION OF EASTERN EUROPE ON 18 NOVEMBER COULD

CLEAR THE GROUND FOR THE EUROPEAN COUNCIL, AND THUS SAVE TIME, S50
MUCH THE BETTER.

&, AS TO THE 18 NOVEMBER MEETING, MITTERRAND SIMPLY FELT A REAL NEED
FOR HEADS OF GOVERNMENT THEMSELVES TO TALK OVER EVENTS IN EASTERN
EUROFE SOON C("'"CONFRONTER LEURS ANALYSES'"). MINISTERS OF FOREIGN
AFFAIRS C(ANMD FIMAMCE - SHE WAS PRESENT AT THE ECONFIN LUNCH OF 13
NOVEMBER) HAD ALREADY HAD A NUMBER OF OPPORTUNITIES. MITTERRAND
WANTED POLITICAL REFLECTION ON WHAT WAS HAPPENING IN EASTERN EUROPE
t GENERALLY AND ALSD IN RELATION TO EACH PARTICULAR COUNTRY. THE
TIMING WAS IDEAL IN THAT DUMAS WOULD BE ACK FROM MOSCOW, WHERE HE
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MET GORBACHEYV (TODAY'S FRENCH PRESS SPECULATES FOLLOWING THIS
MEETINGT THAT A GORBACHEV/MITTERRAND MEETING WILL TAKE PLACE BEFORE
TOO LONMGY. AND DUMAS PLUS DELDRS WIL JUST HAVE RETURNED FROM FOLAND
AND HUNGARY . .

5. BOTH GUIGOU AND VEDRINE, MITTERRAND'S ADVISER ON EAST/WEST
QUESTIONS, WHOM THE MINISTER S4W ALSO, SAID THAT THE VIEWS OF LONDON
AMD PARIS WERE CLOSE ON THE SUBSTANCE OF DEVELOPMENTS IN SERMANY AN
EASTERN EUROPE. VEDRIME SAID THAT WHAT THE PRIHME MINISTER SaID IN
HER GUILDHALL SPEECH ABOUT A PRUDENT APFPROACH IN THE FACE OF
UNCERTAINTIES HAD BEEM MOTED E&HDUHAELT. IT WAS NOT THE TIME TOD GIWVE
THE IMPRESSION THAT THE WARSAW PACT Hht IN QUESTION. MME GUIGOU SAID
THAT TERE WAS NO DIFFERENCE OF SUBSTANCE IN OUR AFFRUATH TO THE
QUESTION OF RE-UNIFICATION. IT "“”rgigﬂngiiﬁiiiﬂf FOR MITTERRAND, IN
BESPPONSE TO THE QUESTION FUT HIHH 4] LAST WEEK,. TD SAY THAT THE
FROSPECT OF HE:EELF[E&IEPH DID MOT FRIGHTEM HIM. HE HAD TOD SAY THIS
IN ORDER TO-DISSIPATE ANY POSSIBLE MISUNDERSTANDING ON THE PART OF
THE GERMANS, AND TO SHOW THAT THERE WAS NO SPECIFICALLY FRENCH
OBSTACLE TOD THE PRODOCESS UNDER WAY IN GERMANY. BUT WE SHOULD LODE
VERY CLOSELY AT THE QUALIFICATIONS WITH WHICH HE CONTINUED .
COMCERNING THE WAY IN WHICH THIS PROCESS SHOULD BE CARRIED FORWARD
(DEMOCRATICALLY, PEACEFULLYY, AND THE FACT THAT ODTHER SATES EESIﬂE
THE TWO GERMAMIES WERE INVOLWED fHDT LEAST THE ED. NION).
FREGIDENT'S UNDERLYING CAUTION WILL COLOUR HIS APPROACH TO THE 18
NOVEMBER MEETING.

&, MINISTER WILL SEE HENNEKINNE, MITTERRAND'S DIPLOMATIC ADVISER, ON
16 NOVEMBER AFTER WHICH I WILL TELEGRAPH VIEWS ON HOW THE FRENCH
ARE LIKELY TO HANDLE SATURDAY'S MEETING.
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EAST/WEST RELATIONS

The Prime Minister and the Foreign Secretary had a talk this
evening about the present state of East/West relaticns and the
action regquired by the Government over tha next week or so.

The fcllowing points were agreed:

the Prime Minister should reply as soon as possibla ta

Mr Gorbachev's message conveyed to her by the Soviet
Ambassador on 10 November. The reply ocught to issue on the
evening of 15 Hovember,

the Prime Minister will =end a message to President Bush
setting out her views on the way ahead in East/West
relations, and telling him of the general line she proposes
tc take at the meeting of EC Heads of Government in Paris= on
18 November (for which see below).

this message would be the prelude to a telephone call to the
President, probably on the evening of 17 November, to
underline our intentions to consult and keep in close touch
with the United States at every stage. The message will
therefora need to issue in time for the Presidant to have
read it bafore the telephona call.

the Fereign Secretary will let the Prime Minister have his
reflections on the handling of the Paris meeting in a minute
following his own visits to Bonn and Berlin on 15/18
Hovember.

the PFrime Minister will want a discussion with the Foreign
secretary and Defence Secretary before she goes to
Washington on 23 November about the general line she should
folleow in her talks with the President. We will be in touch
to set a time for this on 21 or 22 November.

we should plan to circulate a paper at Strasbourg with
propeosals on how the Community might in future manage its
relations with Eastern Europe. This would draw con the ideas
in the Prime Minister's speech at the Lord Mayor's Banquet
and answers in the House of Commons this afternoon, and make
clear recommendations about the future structure of thesa
relations and the form they should assume (eg Asscciaticon
Agreements, Co-operation Agreements or something new). The




\/

options should cover not only association with the Community
but also membership of the Council of Europe. The paper
would not be discussed in advance with our other partners
but launched as a United Kingdom initiative at Strasbouryg.

As regards the handling of the Paris meeting, we obviously
need the best assessment wa can make of President Mitterrand's
intentions and no doubt the Embassy will be letting us have that.
The Prime Minister suspects that the meeting will be used to try
to clear East/West relations from the agenda of the Strasbourg
Eurcpean Council, in order to leave that meeting free to
caoncentrate on EMU and the Soclal Charter. The Prime Minister
would not regard that as satisfactory. She sees the Paris
meeting as only a preliminary to a full discussion of East/West
relations at Strasbourg. This argques against any agreed
conclusions or text at the Paris meeting or any mandate to
Fresident Mitterrand to meet President Bush or President
Gorbachev on behalf of the Twelve (should that be in his mind).

The Frime Minister's own remarks at the Paris meeting should
be based on what she said at the Lord Mayor's Banquet, in her
various statements to the press and in the House. 5he would say
that cur twin priorities should be to see demccracy securely
established in East Germany and elsewhere in Eastern Eurcpe,
while managing the situation in such a way that it does not
undermine or put at risk Mr Gorbachev. This will require the
Wezst Eurcpeans to show the same deagrea of restraint and
discipline as have the East Eurcpeans, bearing in mind that the
risks and penaltias for them if the present situation were to be
reversed would be far greater than for Western Eurcpe. We
should make clear that it is pot Western Eurcpe's intentieon to
axploit the current situation in the GDR against the Scoviet
Union or in ways which would damage its perceived security
interests. Our public statements should be based on the
assumption that the existing Alliances will continue, and
acknowledge that reunification is not for now on the agenda.
While others of us understand the strong emotions which recent
developments arcuse in West Germany, we hope they will egually
show understanding for the emotions of othars. We are all
playing for very high stakes, and the crucial element is
Gorbachev's survival. If we undermine his position and there is
a reversion to a much more hard-line approach by the Soviet Union
which extinguishes the new freedom enjoyed in Eastern Europe, we
should all ba culpable. We must therefore proceed with the
maximum prudence and restraint, concentrating on building up
democracy in Eastern Europe. We should co-ordinate our pesition
very closely with the United States at every point. And we
should have a further and more considered discussion at

Strasbouryg.
k;;“ﬂ d—-—uﬁ

C. D. FOWELL

—

Stephen Wall, Esqg.
Foreign and Commonwealth Office
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FARIS EXTRAORDINARY SUMMIT, 18 NOVEMEER
SUMMARY

1. MITTERRAND'S MDTIVES FOR CALLING A SPECIAL MEETING =

CA)Y C(IMPLICITLY) TO AVOID HAVING THE STRASBOURG COUNMCIL HIGHJACKED
BY EASTERN EUROPE AND THE GERMAN QUESTIOMN, AND

(B) C(EXPLICITLY) TO SHOW THAT THE TWELVE. LED BY FRANCE. ARE
ACTIVELY ENGAGED. HIS EYE MAY ALSO BE ON THE MALTA SUMMIT.

DETAIL

2. COMMENTS IN THE FRENCH PRESS, FOLLOWING BRIEFING BY THE ELYSEE.
SUGGEST THAT ONE OF MITTERRAND'S MAIN MOTIVES IN CALLING THE 18
NOVEMBER SUMIT IS TO AVOID HAVING THE STRASBOURG COUNCIL TAKEM OVER
BY A DISCUSSION OF DEVELOPMENTS IN EASTERN EUROPE, WHEN THE FREMNCH
WISH TO CONCENTRATE ON INTERNAL EC MATTERS SUCH AS EMU AND THE
SOCIAL CHARTER. MITTERRAND IS ALSO SEEN AS WISHING TO SHOW THAT THE
TWELVE CAN REGAIN THE INITIATIVE, IN THE FACE OF THE IMPRESSION S0
FAR THAT EVENTS MAY BE MOVING TOD FAST FOR THEM.

3. THESE REASONS ARE PLAUSTBLE. IT WOUKLD APPEAR ENTIRELY NATURAL
FOR MITTERRAND TO WISH TO CONSULT HIS PARTNERS AFTER EVENTS HAVE
TAKEN SUCH AN EXTRAQRDINARY TURN. HE 15 SAID TO HAVE BEEN CONSULTED
FIRST BY GONZIALEZ ON 9 NOVEMBER, AND SHORTLY AFTERWARDS BY HAUGHEY,
30TH OF THEM PROPOSING & SPECIAL MEETING. HE THEN SPOKE ON THE
TELEPHONE ON THE EVENING OF 10 NOVEMEER TO JKOHL, WHO AGREED THAT,
INSTEAD OF THE SUBJECT BEING RAISED AT STRASBOURG AS HE HAD

EARLIER REQUESTED, IT SHOULD BE THE PRETEXT FOR A MEETING AS 500N AS
FOSSTBLE. GISCARD'S PROPOSAL ON 12 NOVEMBER FOR A SPECIAL MEETING
CAN THUS BE SEEN, BY OBEERVERS FOLLOWING THE ELYSEE LINE, AS A
COICIDENCE RATHER THAN A LEADING IDEA.

| 4. IT SEEMS HIGHLY LIKELY THAT MITTERRAND WANTS TO BRING THE TWELVE
TOGETHER BEFORE BUSH AND GORBACHEV MEET IN MALTA IN EARLY DECEMBER.
| THE US AND FG EMBASSIES MAKE THIS ASSUMPTION ALSO. THE ELYSEE
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BERIEFING EY VEORINE PUTS THE WEIGHT ON THE STRICTLY EUROPEAN ASFELTS
AND DENIES THAT THE MALTA MEETING IS A MOTIVE,. BECAUSE THERE IS5 NO
REASON TO SUPFOSE THAT IT COULD TAKE ANY DECISIONS ON THE FUTURE OF
THE TWO GERMANIES: ON THE COMNTRARY, THE SOVIET UNION, LIKE OTHER
EASTERN EUROPEAN COUNTRIES, 15 A DEMANDEUR AS FAR AS ECONCMIC AND
OTHER ASSISTANCE FROM WESTERN EUROPE 15 CONCERNED. I CANNOT
BELIEVE, HOWEVER, THAT THIS IS5 NOT A FACTOR IN MITTERRAND'S
THINKING: AND I SHOULD NOT BE SURPRISED L[F HE SOUGHT A MEETING

WITH PRESIDENT BUSH BETWEEN 1B NOVEMBER AND MALTA ON 2/3 DECEMBER.
{THE ELYSEE HAVE REVEALED, INCIDENTALLY, THAT THE PRESIDENT HAD A
LONG TELEPHONE CONVERSATION WITH GORBACHEV THIS MORMNING.)

5. THE FRG EMBASSY BELIEVE THAT THE IDEA OF INCLUDING THE FOREIGN
MINISTERS ON 18 NOVEMBER CAME UP IN A DISCUSSION BETWEEN DUMAS AND
GENSCHER BUT, AS ONE WOULD EXPECT, THAT IT WAS NOT AT ALL GENSCHER'S
IDEA THAT THERE SHOULD BE SEPARATE DINNERS (THIS MAY BE A COMPROMISE
IMPOSED BY MITTERRAND,. INSISTING THAT AT LEAST PART DF THE EVENING
SHOULD ENABLE HEADS OF GOVERNMENT TO HAVE A DISCUSSION AMONGST
THEMSELVES).

6. SEEM I F T (NOT TO ALLY FOR ADMINISTRATIVE DETAILS 50 FAR
AVAILABLE.
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10 DOWNING STREET

LONDON SWiA 2AA

From the Privare Secrelary

Doy, Yoo,

The French Charge d'Affaires telephoned me this morning with
an oral message for the Prime Minister from President Mitterrand.
This was to the effect that President Mitterrand was of the
opinion that the situation in Eastern Europe, and particularly
the German Democratic Republic, was such that the twelve Heads of
Government of the European Community ought to meet to discuss it
in advance of the Strasbourg European Council. He was therefore
issuing an invitation te the twelve of them to dinner at the
Elysee Palace in Paris on the evening of Saturday 18 November. I
said that I would convey this to the Prime Minister and we would
reply in due course. I asked if he knew when this proposal was
likely to be made public. He did not.

13 November 1989

I dare say this is in part a ploy to prevent East/West;
issues dominating the Strasbourg Eurcpean Council at the expense
of discussion of the Social Charter and Economic and Monetary
Union. I will consult the Prime Minister as soon as possible
about hear attendance. Meanwhile, you will want to make a
contingency booking of an HS5125 and alert the Embassy in Paris.
I think we would send only a very small party, consisting of me,
Barnard Ingham and cne Garden Room girl. I am sure the Prime
Minister's preference would be to return the same night if

possible.

LA < O

Stephen Wall, Esg.
Forelign and Commonwealth Office







