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10 DOWNING STREET

LOMDON SWIiA 2AA
Fraom (he Private Secrerary

26 July L98Y

Bese W,

FPRIME MINISTER'S MEETING WITH MRS BIRYUKOVA

The Prime Minister had a talk this afternoon with
Mrs Biryukova, Sovist Deputy Prime Minister and Chairman of
the State Commission for Social Development. The Soviet
Ambassador was alsc present.

The Prime Minister said that we watched everything in the
Soviet Union with great interest and btcok sncouragement Erom
what was happening. We particularly admired what Mr Gorbachew
waszs doing. She believed this would be seen as an historic
time, which enlarged libsrties and led to higher l1iving
standards. BShe acknowledged that greater opennecss often led
Eo added dAifficulti=ss.

Mrs Biryukova conveved warm regarcrds from Mr Gorbachav and
Mr Byzhkov. Mr Ryzhkov had been very appreciative of the
message of understanding and support which he had received
from the Prima Minister, at the moment he was presenting his
government for confirmation by the Supreme Soviet. The Prime
Minister's kind words about Mr Gorbachev and the procesz of
perastroika wers much appreciated. 5She was well aware of the
consistent support which the Prime Minister had given to
perestraika and had read very carefully the Prime Minister's
interviews with Ogonyok and Izvestis. The results of
Mr Gorbachev's visit to the United K Eingdom had been highly
valued in the Soviet Union.

The Prime Minister said that she had seen the list of
companies which Mrs Biryukova was visiting. We were anxious
to help, and she hoped that Mrs Biryukova had established soms
usefunl contacts. Mrs Birynkova said the primary purpose of
her visit was to translate the agresments reached earliar to
axpand Anglo/Soviet trade into specific projects. She felt
that progres= had indeed been made. There was the prospect of
purchase of medicel sguiment, and negotiatlons were under way
an possible turnkey projects to produce such eguipment in the
Soviet Union. There were also prospects for the involvem=2nt
of British £irms in the light food and textile industries in
the Soviet Union. The Minister for the Textile Industry of
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. the Russian Republic had discussed sestting up a consortium to
modarnise factories producing linen fabrics in the Moscow
area. She had herself visited some of Courtaulds' plants and
negotiations with them were underway. There were also
discussions on the possible conversion of defence industry
plants to consumer needs. Mrs Biryukova added that she was
sxpacting to purchase consumer goods to the value of several

g8 of millions of pounds as a result of her wvisit. But this
was only A short term measure: har real objective was to
astablish industrie=s in the Soviet Union to produce these
goods,. The Prime Minister raferred to the importance of
Erainirng and sending pecple over here to see our factaries in
operation. Mrs Biryukova =said the point was well takan, She
recalled that the Prime Minlster had said in her Ogonyek
interview that becoming a real entrepreneur was a lengthy
busipnagg,

The Prime Minister concluded by asking Mrs Biryukova to conveay
her very warm regards to Mr and Mrs Gorbachev and to

Mr Ryzhkov, whom we hopesd to see in Britain later in the year.
We were alsoc very pleassd with General Yazov's wisit. BShe had
bean wery sorry to see that Mr EKamentsev, who had accompanled
her on her wisit to Georgia, had not been confirmed in his
post by the Supreme Soviet: he was such a nice man.

Mra Biryukova said that everyone was sad about this, but it
did not saam to makxe much difference. Mr Kamentsev was still
working at his Job.

Mrs Biryukova continued that she wanted to tell the Prime
Minister that she had by chance been part of the crowd outside
Ehe door of No.lD when the Prime Minister bhad won her first
election in May 1979. She had pever really expected to step
inside but now, ten years later, hers she was. ©&he heped very
much that she and the Prime Minister would meeat agqain in
Kiev.

There was a final exchange on Ehe inadeguate numbars of
women in politics. Mrs Biryaokova sald that there was only
half as many women in the new Supreme Soviet as in the last
one. She put this down to a consesrvative outlook on the part
of men.

I am copying this letter to Richard Gozney (Foreign and
Commonwealth Office), Alex Allan (HM Treasury) and Trevor
Woollay (Cabinet Office).

_J@L}M d.«_.‘_.

Charles Poweall e

Ben Slocock Esg
Department of Trade and Industry
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FPRIME MINISTER

MEETING WITH MRS. ALEESANDRA BIRYUKOVA

You are to see Mras. Biryukova tomorrow afternoon, She is a
Soviet Deputy Prime Minister, a candidate member of the

Politburo, and Chairman of the State Commission for Bocial

Development, which makes her the top woman in the Euviet

Union. Like many other Snvlet leaders, she was q;ven a tough

—

time - seventeen and a half hours mf queatlnnlng by the

Supreme Soviet - before | hEI nnmlnatinn was dccepted

The main significance of the meeting is the fact of it taking
place, further awvidence that everything is now back to

normal at the highest level following the expulsions.

Mrs. Biryukova's particular task is to try to produce more

short-term benefits from perestroika in the form of better
supplies of clothing and hnusehﬂld goods, She is here to
discuss prnpﬁEEIE far Brltiah-qnv1pr cooperation through joint

i —

ventures and joint production, and wishes in partieulaz to

discuss hnw to convert faEtﬂrlEE from the pruductinn nf

defence aguipment to consumer goods.

= = — ==

I think you will want to take the conversation in two parts.

The first will be a general discussion of pelitieal

developments in the Soviet Union, much on the lines of your

talk with General Yazov todavy, emphasising your continued
strong support for what Mr, Gorbachev is trying to achieve.
It would be helpful if you could also mention the invitation
to Mr. Ryzhkov. You might also say that you hope

Mra. Biryukova will visit the "Britain in Eiev™ Bxhibition in

June next year, which will be accompanied by a Trade Fair.

On the more down to earth level, you will want to give a puff
to some of our major companies who are participating in her
programme, and who are pursuing important projects in the
Soviet Unicn. They include;




Courtaulds, who are engaged in modernising acrylic fibre
plants.

Taylar Woodrow, who have a contract to modernise artificial

fur factories (she will have come direct Ercm a mesting with
them) .

Coats Vivella, who are discussing a project to make cotton
thread,

Illingworth Morris, who supply overcoats.

Pharmaceutical companies such as Glaxoc and Beechams, who have

B great deal of experience in the Soviet Union,

The consortium of seven British companies which has been

formed to cooperate with the Boviet Unien in food production.

¥You will want to commend these companies to her and

generally encourage her to look to the United Eingdom Eor
help. This is one way to meet the target for increased trade
on which vyou and Mr. Gorbachev agreed.,

A fuller brief is in the folder.
=)

CDP

25 July, 19839.
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Foreign and Commonwezlth Oftice

London SWIA 2AH

24 July 1989

call by Mrs Biryukova

The DTI are writing to you about commercial and economic
guestions which the Prime Minister may like to ralse with Mrs
Biryukova. You may find it helpful to have some suggestions
about political questions.

Mrs Biryukova's wvisit and that of the Defence Minister
Yazov, will be the first to London by senior members of the
Soviet leadership since Mr Gorbachev’s visit in April and the
19 May expulsions. The Prime Minister may like to reaffirm
the Government’s support for the Soviet reform programme arsd
her firm commitment to the further strengthening of relations
with the Soviet Union.

The key development since late May has been the
inaugural session of the Congress of People’s Deputies and
the Supreme Soviet., The debate in both has freguently been
sharp, focussing on sensitive questions such as the
leadership, privileges, the KGB and the Army. The Supreme
Soviet has (despite its predominantly traditionalist
composition) rejected ten ministerial nominations, including
that of Mrs Biryukova's former colleague Deputy Prime
Minister Kamentsev.

The Prime Minister will wish to congratulate
Mre Biryukova on her own confirmation in office by the
Supreme Soviet. She might express admiration for the
moderating role played by Mr Gorbachev as Chairman of the
Supreme Soviet, and the extent to which his international
standing has been enhanced by the widely recognised skill
with which he has guided debate.

The Prime Minister may also like to mention our
satisfaction that one (and possibly two) delegations of
membears of the Supreme Soviet will be visiting Britain later
in the year, one at the invitation of the IPT,

Finally the Prime Minister may like to mention the
invitation to Prime Minister Ryzhkov to visit the UK. She
may also wish to encourage Mrs Biryukova to wvisit "Britain in
Kiev" in June 1990. This will inclode a major exhibition on
the British way of life, our freedom of choice and the

J/working
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working of the day-to-day economy in Britain. It will be
accompanied by a DTI sponsored trade fair (with the emphasis
on the food industry and agriculture). The main cultural
event will be a visit by the English National Opara.

The Foreign Becretary hopes that the Prime Minister’s
discussion with both visitors will help to dispel any
lingering Soviet suspiciens that we are blowing cold on
relations with the Soviet Union and on the prospects for
perestroika. There is no suggestion that the Prima Minister
should play down the challenges facing Gorbachev, but rather
that she should send a clear signal of political suppeort and
understanding of the pressures which he is cenfronting.

T

I am copying this letter te Ben Slocock (DTI).

\\jhh,w

7

(R H T Gozney)
Private Secretarvy

C D Powell Esq
P8/10 Downing Street

CONFIDENTIAL




ihe department for Enterprise

The Re. Hop, Lord 'I'HI-IIIE{!"E Caraffham
Secretary of State for Trade and Industry |,

Charles Powell Esqg l _ . Department of
Private Secretary tl e, 1 ; Trade and Industry
the Prime Minister 2 ¥ | s i
10 Downing Strest L\ Lendon SW1H OET

LONDON : ' R
SWl 01-215 7877

Tel=x BR11074/5 DTHG G
Fax 01-212 2679

215 5422

PEZBIM

f, July 1989
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MRS BIRYUKOVA'S VISIT

I am writing, as reguested in your letter of 14 June, with
briefing for the Prime Minister's meeting at 15.00 on 26 July
with Mrs Aleksandra Biryukova, Soviet Deputy Prime Ministar,
Chairman of the State Commission for Social Development and
candidate member of the Politbura. The brisf has been
cleared with the FCO.

Mrs Biryukova ls wisiting the UK at the invitation of the CBI,
as reguasted by the Soviet Ambassador, but with Ehe full
support of my Secretary of State, who mat har during his
recent visit to the Soviet Union, and with whom she will have
discussions in the morning on 26 July, It will be her first
vigit abroad since her gruelling 17.5 hours defence bafore the
Supreme Soviet of her nomination for the soeial development
portfolio. The Prime Minister could ecomment initially on the
recent Congress of Pasople's Deputies and on the democratic
process by which Soviet Ministers are being elected. She
could express disappointment in the failaore of Mr Viadimir
Famentsev, who accempanied Mr Gorbachev in ZApril, to secure
raappointment as Chairman of the State Poreign Bconomic
Commigsion.

Mrs Biryokova's remit is to improve social wellbeing in the
Soviet Union by improving the availability of consumer goods.
Her responsibilities therefore go to the heart of peresstrolka:
it is her job to bring tangible benefits, in the form of
battar supplies of clothing and household goods, to the
ordinary Soviet citizen and thereby convince them that
perestroika is worth supporting.

o

fmlilative




|8

the departmens for Enterprise

Her aims in visiting the UK are to sese production processes
for making fibres, threads and fabrics, the manufacture of
textile machinery, and the production of basic
ovar=the-counter pharmacenticals and to discuss proposals for
British/Soviet co-operation, through joint ventures and joint
production. She also wishas to discuss Soviet plans to
convert factories from production of defence agquipment to
consumer goods. In the time available she will have to leave
goma items to the junior ministers accompanying her but her
programme should meet many of her obijectives.

The Prime Minister could commend the efforts of the following
companies who are particgipating in her UE programme in their
pursuit of projects in the Soviet Union:

- Courtaulds, a company of long experience of the Soviet
Union, who are negotiating contracts2 to modernise acrylic
fibre plants at Havol and Movopolotsk (and have a letter
of intent from the Ministry for the Chemical Industry)
and a textile factory at Tallinn in Estonia (in
discussion with the Ministry for Light Industry); Mrs
Biryukova recently met Mr Gordon Campbell, who
accompanied my Secretary of State to the USSR:

Taylor Woodrow, who also have a great deal of experience
of the Soviet Union and who recently won a contract to
modernize =six Soviet artificial fur factories (and who,
subject to confirmation of the programme, will have given
Mrs Biryukova a presentation just prior to this meeting
on their expertise in project managing factory
convergions in many different sectors of industryi;: Mrs
Biryukova met Mr Walter Hogbin, who also accompanied my
Secretary of State to the USSR:

Coats Vivella, who are in negotiation with the Eirov
Kombinat in Leningrad for a project to make cotton
thread;

Illingworth Morris, whosa subsidiary Cromble, in
Abardeen, manufacture both fabric for overcoats and
overcoats themselves, which they have supplied to the
Eremlin.

She could alsc mention pharmaceutical companies such as
Wellcome Foundation, Glaxo, Beechams and Sterling Winthrop,
all of whom manufacture household pharmaceutical products and
who have a great deal of experience of the Soviet Union.

=
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the department for Enterprise

Ona of the recurring problems in trade with the Soviebt Union
is the shortage of hard currency. Partly for this reason, the
Soviets bhave been actively seeking joint ventures and other
forms of co-operation as a way of obtaining technology Erom
the West without having to pay for it in hard currency. They
hope that Westarn cempanies will help them to export joint
vantura produacts te third countries and thereby aarn
convertible currency profits which will pay for Western
investments., Western companies have been cautious in their
reaponse, and moat joint venturea have been in the service,
rather than manufacturing, sector, There are now 314 UE/USSR
joint ventures.

An altarnative is countertrade. The acrylic fibre projects
which Courtaulds are negotiating involve an element of this,
in that their contract will reguire them to take back a
certain amount of Soviet chemical fibre. Buat the
opportunities for countertrade in textiles and clothing are
limited by the restrictions which the Buropean Community
applies to lmports from both MFA (Multi-Fibre Arrangement)
countries and from non=-MPFA countries such as the USSE.

The Prime Minister could commend the flexibility of British

companies in finding ways of co-operating with Soviet light
industry. 5he could also mention tha 14 joint working groups
which UK companies and Soviet organisations have established
to co-operate in varions industrial sectors (eg agriculture,
chemicals, instrumentation, medical products, energy, machine
tools), which between them cover many aspects of light
industry.

Ehe could also mantion the consortiuom of seven British
companies (Allied Lyons, APV, Booker Tate, Morgan Grenfell,
Taylor Woodrow, Union International Consultants and United
Biscuits) which has been formed to co-operate with the Soviet
Union in food production projects, where there are very good
proapects.

UE exports to tha USSR have picked ap in recent months, from
an average of E£35m per month to nearar £55m. But the UR still
runs a deficit with the USSR. A short table of statistics is
enclosed as background.

"I‘"uu-_u TN
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UE/USSE TRADE
TRADE FIGURES (all figures
L9386

243
702

Exports to USSR
Imports from USSR

1245
=1a0

Total trade
Trade balance

1987 Top 5

ImporEs into UR

26
149
al
46
47

Petroleum & its prods
Wood

Inorganic chemicals
Eoad wvehlicles

Hides, furskins, ateo

1987 Top 5 Exports from

Cereals & prepar'"ns

Inorganic chemicals

Chemical materials &
products

Iron and staesl

Sciepntific lnstruments

Trade Elguresg;:
1986

515
1276

Imports from UK
Exports to TR

LT9L
=761

Total trade
Trade balance

Soviet bhasis

1987

4932
B7S

1367
-384

(mil
1587

524
1586

2110
-1062

are i € m)

Jan—-May
1988 1983 1
235
244

311
732

479
=9

1243
-222

1988 Top 5 Imports into UK

Jan—May

2432

263
330

593
=67

il4
137
87
6
25

Petroleum & its prods
Wood

Road wahicles
Inorganic chemicals
Wood manufacturas

1988 Top 5 Exports from |

Scioantifio instruments
Careals and prepar'ns
Iron and stesl

Inorganic chemicals

Chemical materials and
products

lions of roubles)

19848

623
1794

2417
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10 DOWNING STREET
LONDON SWLA 2AA

From the Private Secrefary 14 Jun= 15849

Thank yvou for yvour letter of 12 June
about the wisit of Mrs Biryukowva in late
July. The Prime' Mifister could ges
Mrs Birvukowva at 1500 on Wednesday 2% July.

I ghould be gratetunl ftor briefaing in
good time.

I am copying this letter to Stephen
Wall (Foreign and Commonwealth Cf£fice).

C. D. POWELL

Ben Slocock, Esg.
Department of Trade and Industry
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" ‘The Rt, Hon. Lord Young of Grafflam
Secretary of State for Trade and ]r|.|:|usl:r3.r

C D Powell Esg
Private Secratary to t
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10 Downing Street London SW1H DET
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I am writing to ask if the Prime Minister would be willing to
meet Mrg Aleksandra Birvukova, a Soviet Deputy Prime Minister
and Chairman oF the Commisaion for Soviet Development, when

she visits the UK during the week of 24 July.

- - - ] i L) ¥ 7
Mrs Biryukova is visiting the UK at the invitation of

Sir Trevor Holdsworth. A previous invitation in December 1989
(declined In the &vent) was alsc made by the private sector
and the Soviets have reguested a CBI invitation this time. My
Secretary of State will also be meeting Mrs Biryukova and will
host a dinner in her honour on Wednesday 26 July; he hopes to
meet Mrs Birvukova during his visit to Moscow at the end of
this month.

Mrs Biryukova has particular responsibility for light
industry, distribution of consumer goods and the retail
sactor, She is also a Candidate Member of the Politburo and
therafore ranks senior to Mr Kamentsev, chairman of the State

Foreign Economic Commission. She iz the most senior female
Soviet politician.

During his meeting with businessmen in April,

Prasident Gorbachev emphasised the particular importance he
attaches to improving the organisation and performance of
Soviet light industry. Increasing the availabiity and guality
cf consumer goods in the Soviet Union is essential to the

-
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succass of perestroika. During Mrz Birvaokova's visit £Eo the
UE she will meet a number of British companies working with
Soviet light industry and will be shown how consumer goocds are
digtributed and sold in this country.

Dur regquest has the full sapport of the PCO, and I am copyling
thig letter to Stephen Wall.

o e
£ Yook

BEN SLOEOCK
Private Becrekbary
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The Be. Hon. Lord Young of Graffham g -
Eecr:!:.r:,r of State for Trade and ].11\:I.I.I.i'|'l':|" - _-_'.._JW

. Charles Powell Esg Department of
Frivate Becretary to the Trade and Industry

Prime Minister L_:w [=19 Victoria Sireet
10 Downling Street London SW1H OET
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VISIT OF MR KAMENTSEV - BANEING PROTOCOL

This is to confirm that the main British banks have acceded to

the Soviet reguest that a general banking protocol should be
concluded during Mr Kamentsev's wvisit. This should be signed
this evening before the dinner belng given by Lord Young at
Lancaster House.

BECGD attended the meeting yesterday between representatives of
tha Soviet Bank for Foreign Fconomic Affairs and seven British
banks (the four clearers, Morgan Grenfell, Bank of Scotland
and Moscow Narodny). The British banks were initially
unenthusiastic as the Soviet side had not pursued the £1,000
million offgr they had proposed at the Joint Commission
meeting last October.

However, the Soviet representatives explained their volte face
by arguing that they wished to stimulate interest in bilateral
trade bafore Mr Gorbachev's wisit and an assurance of the
availabilify of credit would assist the cenclusion of some of
the El.4 billion contracts under negotiation with UK firms,
They wetr& mot, however, now seeking a commitment of a specific
fFigure and realised that several British banks have exlsting
cradit lines in place that have not been fully utilised.

Gosire
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The British bank representatives present all agreed to
participate subject to the approval of their senior managemeant
and agreement on the text. Aftar discussion a Fairly

| innocuous text was agreed. This confirms the interest of
both side in arranging finance to support an increased level
of UK exports to the USSR. There 1s no mention of BCGD and
the protocol places no formal commitment on the UE banks.

The protocol sets soms gensral guidelines, several of which
show welcome signs of greater Soviet flexibility (including
the desire to set interest rates at a realistic level and make
wider use of currencies other than sterling). However it is
not intended that the protocel will be followed by a combined
UK banking line but will be carried forward by specific
credits negotiated by the individual participating banks as
business comes forward,

| In general the Secretary of State welcomes this development

{ which shows that UK banks are willing to provide finance to
support the expansion of trade with the USSR. The absence of
such an agreement might have placed UK £irms at a disadvantage
given the similar agreements already concluded with FRG,
France and Italy. However, the Soviet decision to drop the
EL,000 million figure is sensible and should halp to deflate
criticism [from the USA and elsewhere that the USSR is over-
borrowing. The more [lexible guidelines now agreed should
also help UK [irms to take advantage of the City's expertise
in this area.

!

I am copying this letter to Richard Gozney (FCO) and Carys
Evans (Chief Secretary's Office).

foss

R e

JEREMY GODFREY
Private Secretary
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10 DOWNING STREET

LONDON SWIAZAA
From the Private Eecretary 7 February 1989
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FRIME MINISTER'S MEETING WITH MR. EAMENTSEV,
DEPUTY CHAIRMAN OF THE USSR COUNMCIL OF MINISTERS

The Prime Minister had a talk this evening with
Mr. Vliadimir Kamentsev, Deputy Chairman of the Council of
Ministers of the USSR. Mr. Kamentsev was accompanied by the
Soviet Ambassador and by Mr. Uspensky. HM Ambassador,
Moscow was also present.

After a certain amount of reminiscing about the Prime
Minister's wvisit to Thlisi in 1987, on which Mr. Kamentsewv
had accompanied her, Mr. FKamentsev conveyed greetings from
Mr. Garbachav. He had been asked to say how much
Mr. Gorbachev. valued the Prime Minister's attitode to the
changes which he was introducing in every area of Soviet
gsociety. Mr. Kamentsev continued that his own talks were
intended to prepare the economic aspects of Mr. Gorbachev's
forthcoming wisit. The wvisit would come at a particularly
interasting time, immediately after the elections in the
Soviet Union, as a result of which a new government would
have been formed.

The discussicn then turn to kErade relations, and
followad wery mauch the course of Mr. Kamentsev's earlier
talk with Lord Young. I will not therefore record the
welter of statistics about Anglo-Soviet trade and
prospective contracts with which Mr. Kamentsev entertained
5. He alsco referred to his hope that a credit agreement
could be signed during his wvisit. The Prime Minister, for
her part, said that top businessmen in the United Kingdom
sometimes came to her and asked how they could help with the
modernisation of the Soviet economy. It was not easy to
know what to tell them. But in her own opinion the most
nsaful thing they could do was to send teams= of experts to
the Soviet Union, to gain some direct experience of the
scale and nature of the problems and then decide how best
they could help. Mr. Kamentsev did not respond directly but
referred to action taken by the Soviet government to get rid
of some of the constraints on successful cooperation between
Soviet firms and their Western counterparts. He also spoke
with approval of the forthecoming Soviet/UK trade month in
Moscow.

CONFIDENTIAL
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The Prime Minister then turned to the programme for
Mr. Gorbachev's wisit. GShe wondered whether Mr. Gorbachew
was satisfied with the programme as planned for December or
would like some changes. For instance, he might wish to
make a speech or do a television interview. We would be
happy to help arrange whatever suited him. But the most
important thing was to have plenty of time to talk.
There was so much happening which she and Mr. Gorbachev
needed to discuss. Mr., Kamentsev said that Mr. Gorbachev
was well satisfied with the programme. If he wished to
propose any changes he would contact the Prime Minister. He
had been disappointed when it had been necessary to cancel
the visit planned in December. But he had alsoc been very
touched by the Prime Minister's message, which had been the
firet he had received about the Armenian earthguake.
Indeed, Mr. Gorbachev had called in his delegation in .new
York, had read them the cable and told them that he was
certain that the Prime Minister had written it herself
because it came from the bottom of her heart., The BovieL
people were very grateful for all the assistance they had
received following the earthguake in Armenia and in
particular the propesal to build a new schocl.

The Prime Minister asked Mr. Kamentsev to convey her
warm regards to both Mr. Gorbachev and Mr. Ryzkhov. 5he was
impressed with the pace of political advance in the Soviet
Unioen. The need now was to achieve greater economlc SucCCcess
to match it. Mr. Kamentsev admitted that the Soviet Union
was going through a difficult period. There were bound to
be difficulties at the beginning of a process of reform.

The Soviet authorities understood that the first priority
had to be to feed and clothe their people. That was why
they were so anxiouns to extend their economic links with
other countries. He hoped the United Kingdom would be ready
to take a full part, particularly in such areas as light
industry and food processing. The Prime Minister said that
we were strong in both areas. We were also providing help
with management training. Mr. Kamentsev said that he had
datected a strong desire, on the part both of Government and
of business in the United Kingdom, toc cooperate. That
feeling was reciprocated.

The Prime Minister concluded that the meeting had been
a useful curtain-raiser for Mr. Gorbachev's visit, to which
gshe was greatly looking forward.

I am copying this letter to Richard Gozney (Foreign and
Commonwealth Office), Carys Evans (Chief Secretary's
Office), Brian Hawtin (Ministry of Defence) and Trevor

Woolley (Cabinet Office). :

Hj:;—-u, Sl .

(c. @nﬁm
—

Heil Thornton; Esg.;
Department of Trade and Industry.
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PROTOCOL, OF INTENT

Between the Bank for Foreign Economic Operations of the USSR

(Vneshekonombank USSR), on one side

aon the other

Taking into account the fact that the period of

operation of the permanent inter—-govermmental Soviet/British
Commission on Bhe Scientific-Technological and Commercial-
Economic Cooperation, British banks confirmed their

readinass to carry out the financing of contracts for the
export of British egquipment which might be concluded between
British firms and Soviet enterprises and organisations,

and that Vneshekonombank USSR and other interested
organisations of the Soviet Union regard this
initiative by British banks as a demonstration of
their desire to promote the development of Saviet/
British foreign economic links, and fully share that

desire,

AZBRAT 1




and that both the Soviet and tha British side are
interested that, with the aim of successful
development of the foreign economic links betwaen the
USSE and British, British manufacturers should have
equal competitive conditiens in presenting their
proposals,

The two sides intend to be guided in their mutual
relations by the following:

The costs of proposals put forward will not include
alements of the cost of credit, but the cost of credit
will be set at a realistic level. This condition doas
not exclude the granting in certain circumstancas of
special conditions which are applied in international
practice.

For the granting of credit terms as advantageous as
possible, various new forms of credit will be used,
including credits in various international currencies
and multi-currency credits, eredits with interest rates
reviewable and set at the discretion of the borrower,
and others. In this regard, the two sides take into
account the fact that ECGD is favourabley disposed
towards the introduction of such credit methods.

In the case of projects requiring repayment conditions
not conforming with those normally applicable, the two

sides will seek the possibllity of resclving the issue

in question through the use of existing market

practices, such as leasing, ancillary credits, and
others.

In the event of its being necessary for the
implementation of a deal attracting additional credits
to pay for the cash element of contracts or for local
expenditure, the two sides will make efforts to provide

such financial possibilities.

AZGAAT/2




Noting the already aexisting contacts in the fiald of
project financing in third countries, the two sidas
confirm their interest in the continuation and
devalopment of such financial cooperation under
mututally acceptable conditions.

Being in agreement that there is no necessity for the

) i k. :
signature of Tredit agreement at the present time, the

two sides are ready, if the need arises for the
signature of credit agreements in future on specific
dEasztﬂ take account of the foregoing provisions con

the organisation of financial cooperation.
This Protocol of Intent is szigned in duplicata copiles

in English and in duplicate copies in Russian, both having
equal force.

Signed in Londeon February 1989

For the Bank of Foreign
Economic Operations of the
USSE (Vneshekonombank USSR)
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FROTOCOL:. OF TINTENT

Between the Bank for Foreign Economic Affairs of the USSR
{Vneshekonombank USSR), on one side

and

Taking inte account the fact that in the period of
operation eof the permanent inter-governmental Soviet British
Commission on Scientific-Technolegical and
Commercial-Economic Cooperation, the British banks have
confirmed there readiness to carry out the financing of
centracts for the export of British equipment, which might
be concluded between British firms and Soviet enterprises
and organisations,

that Vneshekonombank USSE and other interested
organisations of the Soviet Union judge this initiative
of the British banks as a demonstration of their wish

to facilitate the development of Soviet British foreign

economic links, and fully share this wish,

that as both the Soviet and the British side are
interested that, with the aim of successzful development
of the foreign econcmic links between the USSR and
Britain, British manufacturers sheuld have equal

cempetitive conditions in giving their proposals,

The two sides intend to be guided in their mutual
relatiens by the following.




The costs of proposals put forward will not includea
elements of the cost of credit, but the cost of credit
will be set at a realistic level. This condition does
not exclude the granting in certain circumstances of
basic conditions applicable under international

practice.

For the granting of more advantageous credit
conditions, various new forms of credit will be used,
including credits in various international currencies
and multi-currency credits, credits with reviewable

paercentage rates determined at the discretion of

lander, and others. In this regard, the two sides take
into account the fact that ECeD will address itself
positively to the intreduction of such credit methods.

In the event of projects calling for conditions of
termination not conforming to those nermally
applicable, the two sides will seek the possibility of
deciding the given guestion through the use of existing
market practices, such as (leasing?), auxhilary
credits, and others.

In the event of its being necessary for the
implementation of an agreement attracting additicnal
credits for the immediate payment of part of the
contracts, or payment of local expenses, the two zides
will make efforts to guarantee such financial
possibilities.

Noting the already existing contacts in the field of
the financing of projects in third countries, the two
sides confirm their Iinterest in the continuation and
development of such financial cooperation under
mutually acceptable conditions.




Being agreed that there is no necessity of signing any

credit agreement at the present time, the two sides are

ready in the event that, in the future, signature of
credit agreements on specific deals should be
necessary, they will take into account the above
conditions for the organisation af financial

cogperaticn.

The Protocol of Intent is signed in two copies in
English and in two copies in Russian, having equal force.

Signed in Londen February 1989,

For the Bank of Forelign
Economic Affairs of the USSR
(Vneshekonombank USSR)




Mexny BEAHKOM BHEIHeIKOHOMHYECKOH OERTensHoOOTH CCCP
[ BHemaKoHOMEa HKOM CCCP), C omHOR CTODOHN

H

= . Oapyrof.

YYHTHMBAA, UYTO B NEPHOL PAatoTH MNOCTOAHHOH MERNpABHTENLOT-
BEHHOR CopeTCHO-AHCNMHECKOH KoMACCHH Mo HAYHHO-TeXHHYSCcHOMY H
TOProBO-~3KOHOMHYECKOMY COTDYIOHHUYECTBY AHTNMHACKHE GAHKM NOOTEEDOHIH
CBON TOTOBHOCTE OCYNECTBAATE (HHAHCHPOBAHHE KOHTDAKTOB HA 3IKCOCPT
AHTNMHHACKOTO O6GODYNOBAHNA, KOTOPEE MOCYT OHTh JaKNNUeHs Mexny
AHTRUACKEME $HPMAMH H COBETCKHMH NPennNpHATHAMH H OpPTadHIaALHAMH,

= 4WTro BHeESKOHOMGAHK CCCP H JOpyrie SaHHTCpoCOBaHHWE
opraHMsauny Copercroro Cow3a pacueHHBAKT 3TY HHHUHATHRY AHCNHACKHX
GaHKOB K&K NpoABJCHHE HX ¥efMaHHd COOeHCTROBATE DPAIBHTHN COBeTCKO-
AHCNMHACKHY BHCWHOSKOHOMHYEOKHX CBAZCH M MONHOCTED pasfendAxT 3TO
EaMaHHe,

= YT Kax CoBBTCEAR, TAK H GpHTAHCKAR CTOPOHA
BAHHTEPECOBaHE, 4YTofH B HenAxX YoOeEHOrO DAZBHTHA BHEellHEeIKOHOME-
YeCcKHX CcBAacH Mexny CCCF ¥ AHCAHEH, AHPNHACKHS MDOHIBOOHTENH HMen

PABHHE KOHKYDEHTHHE YCMOBHA NPH NpeaccTaBfeHidH CBOHX OpemIoseHld,

CTOPOHE HaMepeHn PYHKOBOOCTECOBATRCA B CBOHX B3aHMOOTHO=
OEHHAX CReTYOMmHM.

1. MLeds nNpencTaBnAeMuy OpenncxedHuit He GYOYT BRKIDYATE
BIEMEHTOB CTOMMOCTH KPEOHTA, & CTOMMOCThR KpPenMTa OYOeT oNpedelAThCH
Ha PEAJIHCTHYHOM YPOBHE. 3ITO AAfIoXeHHE He HCENIUAaAeT DpedoCTaBNeHHe B
QNpPeneNeHHEl CIOYHAaAX MPHMEHAEeMBX B MeEOYHADPOOHOH MNpPaKTHKE ocobhX
YVCOIIOBHHE.

{. JUIA mNpaOocTABMeHHA HAHOOMEee NbBCOTHHEX YONOBHA KpemHToR
GYOYT NPUMEHATRCA Da3NKHYyHble HOBWEe ¢$opMe KPeOHTOBAHMA, BHINYAR
KPEOHTH B PA3INEUHHEX MeXOYHAPOOHAX BAMKNTAX H MyNbLTHBANDTHLIE KPeIHTH,
KpeOHTH € [epecMaTpHBaeMci npouedHTHoll cTaBkclt © furcauuef no
YCMOTPEHHK JFaeMIHKa B Opyrie,. [IpH 3TOM CTOPOHBE YYHUTHERAWT, 4To MK
MONOEETENBHO OTHOCATCA K BHEODEHHN TAaKHX KPeOHTHEX MeTonos.




3. B cnydyae nNpoeKToBR, TDeOYNIIAX YCANOBKA NOTalleHHA,
HecoBRafapouy o oBHYHO T[IPHMOHASMBEME, CTODOHE @O¥IOYT HIBCKHBATE
BOIMOKHOCOTH papomeHHs RAHHOTD BOOpocCAa © HCNONLEICBAHHEM HMEHMHACH
phiHOYHEK $opM, TAKHX KaK AHIMHD, BCOOMOTCATENbHEE KPelNTH H OpPYTHE.

4. B cayuae HeobSXOOHEMOCTH [ONA OCYOSCTRISHHA CHenKH C
NpHENeYEeHHEeM OONOMHHTENbHeX KpengHTOR Ha onnary HAMUYHOH WaoTH
KOHTPAKTOB HAH MeCTHLN PAcKOoNoB CTOpOHM BYAYT OPEANPHHHMATE YCHIHA
ond ofecnedeHHA TakHX JHHAHCOBRX BOIMOXHOCTEH.

Fu OTMaYad yRe HMEeNIHCCH KOHTaKTH B oEnacTH
JHHEAHCHPOBAHMA MPOSKTOBR B TPEeThUX CTPaHax, CTCPOHH NOATEEPANANT
CBOW SFAHHTEPEeCOBAHHOCTh B MPOOO/KEHHH H PAIBHTHH Takoro $HHAHCOBOTD
COTPYIHHUECTEA Ha BIAHMONpHEMNEMEX YCONOBHAX.

6. BYyOy4H COCNACHE B OTCYTCTEHH HeOoOXOOHMOCTH OOOMHCERHHA
KAKOTO=THAO KPenHTHOrO COrJdmedHMA B HACTOANES BPeMA, CTOPOHH COTOBH
B CNyuYae HeoGXOMUMOCOTH MOONHCAHHA B OYOYHeM KpeddTHBRX COCMANeHRR 1o
KOHKDETHEM COefxaM YUYHTHBATE BHIEYKAIAHHHE MOMOKEHHA No OpTaHHIalldd
duHadHcoROrc COTPYOHHYECTEA.

MpoTokon © HAMEPEHHAX TMOANHCAH B IOBYX 3JIKIEMILIApAX Ha
aHrAuficEoM ® B OBYX SKICMIONADPAX Ha pycCoxHoM AAkiKE, HHMEROIHX
COHHAKOBYHD CHIY.

llognucaHo B JIoHOOHE denpana 1989 roga.

JFa BaHx BHEDHEIKOHOMHAYEC Kﬂ-ﬁ
oeaTentHooTH CCCP
| BHemaxkoHoMBauk CCCP)
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Thank you for your letter
visit.

Toe vigitahas got off to & good - stact wich the British-
Chamber of Commerce dinner<I=sT night setting just the ri
tone. My Becretary of State's meeting this morning was
congtroctive and pesitive. Mr Hameptaaw spoke at zome l&
on persstroika and the foreign t::uh__gfmrmd* snphae isin
thedir.maln purpose was to instill in Sovist management and
worksra a change in akctitude towards the economic importangs
ol what thay ware producingd 1t was this, rathar than
decentralisation of decision-making, which was the real
abjective. He alaso epoke of the changee in legislation on
Joint ventures which answered many of the criticlsms whis
been made by Western countries and which should make the
“limate for inward investment more favourable.

e u"aL Al trade, Mr Ramentsev sald-that progress was being
mada towards. the target of 2.5 billion roubles of two=-way
trade. It had risen 18% SromW 1046 Lt_lqﬂf and had reached a
level of 2.3% billion roubles in 1988, ¥y Bec tL_LJ af ~Statew
referred to the UX's consistent trade defiocit 1ich ;L%1¢i
even on Sgvlet FIOUFESE and encouraged Mr E:au‘.:.-‘:r:x.:s*.;n to place

moreé contractl N the UK, clting as oxamples those mentioned

in Jeremy Godfrey's letter yesterday. He asked about the
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the department for Enterprise

Etatus of APV's negotlations for breakfast cereal lines, which
he understood to be floundering. Mr Eamentsey said that APV
had guoted a price 27% higher than their competitors from
Ewitzerland and Germany. (APV have confirmed that their prics
iz £2.5 million higher per line on a contract worth £129
million, but say that their competition is gquoting feor
sequipment mach below the Soviet specification.)

ansethar prolsctes, Mr Ransntesv repasted the point which Mr
Xessov had made to you, namely that he would be slgning. £0E

billion warth of contracts during his vigit., He gpelled PMEx:
out as: ~ A

1) 8- 350 million rouble paper procesaing project
involving the supply of paper to Ehe UK Tlie
understand that this 15 & joint venture project
peing negotiated with Maxwell Satellite
Communications (Mr Robert Maxwell's company)
involIving the supply of Figﬂish and Canadlan
machinery to the Boviet UniGn and the lmpor
intg Ehe UK of newspaper; there is a0 U expor t
content as TAr 83 we are aware).

&0 million rouble contract for a major packing

plantyiwe are trying to find out more about this
project, but think it ls one being negotiated with
John Brown).

a “JU0Emillion rouble contract with John Brown'a
"ASETCOM consortium,"which ia involved in the
refurblshment of two polyethylens plants at
Budyennovsk and Xazxn (thils contract Involves
varIois signatures at variocus timea, the first
stages of whioh were algned during the Prime
Minister's visit in March 1987),

MraEasesnreev gald that he woald like ®o ses the proposals of
thessritish banking community carriad forward. This would
register the mutual interest in financing In¢reased levels of
CEades. The Soviet side wounld be prepared to procesd with sueR
4 credit protecol during the vield, My Secratary of Staté
said that he was very interasted in the ldeaz and the ECGD
would give the initiative its full support. However, the
agreement would be with British banks and he hoped that thelr
respohse would be positive. EBCGD would follow the
nagotiations and report back to him parsonally.

He Ramentsev commented briefly on obstacles to vrads’ namely

mt fzw
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the department for Enderpriss

Mr Ramentseyv cvommented briefly on obstacles to trade, namaly
guota restrictions, ‘export controle and lack of
competlitliveness of 0K companies on price groandes. He said
that nonetlheless there were favourable conditions in whieh
trade levels conld improve, and suggested areas such as
impores of Soviet natural gas, co-operation in the enrichment
of uranium and in Soviet space technology including the use of
foviet launchers. He spoke positively on co-operation in the
use of agro-chemicals for increasing agricultural crop yield,
and welcomed ateps to stimulate better management practicas
through training.

My Secrefary of State refefred to Joint ventures and confirmed
that Lthere were 12 between UK and Soviet organisations, and
ancther 40 under negotiation including one involwving
GEC-Pleszey Talecommunications wish to install credit card pay
phones in Mcscow hotele. [IhagMiniister for Trade spoke about
the importance of jortia in areds SUCh as timboar and papor;
where British companies could help the Soviet Union to produce
moare kraft llng;_nggg;, for which they had a demand, by

| sdpRlying. the necessary machinery in a self-financing
contract, ‘thereby avolding the problems of hard currency
gshortages which exist,

MrEamentsev referred to the intersgt which Britain had in
ppaning a British bosinese house, Ho understood that a
commercial protocol had been signed in December on setbing it
up. He sald that the Soviet Union would also be interested in
setting up a similar centre in the UK,

Tha mearing anded with a short discussion about special
esanomie zones which the Soviet Union is considering
introducing and about Armenla, where Mr Kamentsev was fulsome
in his tribute to UK support on the ground. He also spoke
warmly of the Prime Minlster's immediate personal telegram to
Pregident Gorbachev (Mr Kamentsev had been with the Soviet
leadar in the United States when the news broke).

I am copying this letter to Stephen Wall (FCO).

?i—ﬁ Oty

Adet TR

HEIL THORNTON
PRINCIFAL FRIVATE SECRETARY

ezl

falalarive




et departinent b Euterprise

The B Hon, Lord Young of Geauflaam
Secritary of State for Trade and Indusery

Charles Powell Esg

Private Bacretary €0 bthe
Frime Minister

10 Bowning Strect

LOWDON

EW1

I

Chrect e ) : I
Oour vl M T \\__‘ﬂ-_.-*\ —
Weoaw vl = e
L

= - S
~

Js .
et TP A TN

=
TE

Chambar o e 141

kone, My Becre!

CoONecIruYcilivVeE an
Barearral ks

EheEd . madr

=T

C.:_"; L o

fmivd@nlirs




the drpartment for Enterprise

Btatus of APV's negotiations for breakfast sere:
he understood to be floundering. Mr Eamentsey g
had gquoted a price 27% higher than thelr competi
Ewitkgzaerland anc AT LAPV have confirmad tha
is £2.5 million highs 1ine or contract wol
milll] 5:::-.‘|r Bk say t - 1 ] 1 1
equipmant mach be il
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230 million rouble
lnvolving the supply o
understand that thia if & joint
being negotiated with Maxwall
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the departmimt for Enterpr e

Mr Famentsev commented briefly on obetacles
guota res otion pore conktrols and lack
combetleivansa:

that nonethele

trade lavels o d improve, and suggested are
imports of pnatural ga co—oparation
af vranium and ; apaca technology inc
iet launchers. : pesitively on co—op
of agro-chemica  ihoreasing agricultur:
and welcomed steps | i wilate better managemenk
through training,

My S FaAry of S el D e
that there wers betwmen UE
another 40 undear oegotiration

GEC—FPlagsey Telecommunications
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VISIT OF MR EAMENTSEV AU Clwo

Thank voua for your latter uﬁ;jp¥5gruary about Mr EKamasntsav's
vigit.

The visit has got off to a good start with the British-Soviet
Chamber of Commerce dinner last night setting just the right
tona. My Secretary of State's meeting this morning was
conatructive and positive. Mr EHamentsev spoke at some length
on perestroika and the foreign trade reforms, emphasising tEhak
thelir main purposes was to instill in Soviet management and
workers a change in attitude towards the economic importance
of what they were producing. It was this, rather than
decentralisation of degision-making,; which was the real
cbijective. He also spoke of the changes in legislation on
Joint ventures which answered many of the criticisms which had
been made by Western countries and which should make the
climate Eor inward lnvestment more favourable.

On bilateral trads, Mr FKamentsev said that progress was being
made towards the target of 2.5 billion roubles of two-way
trade. It had risen 18% from 1986 to 1987 and had reached a
level of 2.39 billion roubles in 1988. My Secretary of State
referred to the UK's consistent trade deficit which existed
aven on Soviet figures and encouraged Mr Kamentsev to place
morae contracts with the UK, citing as examples those mentioned
in Jeremy Godfrey's letter yesterday. He asked about the

=
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the deparmment for Enterprise

Etatus of APV's negotiations for breakfast cereal lines, which
he understocd to be floundering. Mr Eamentsev said that APV
had guoted a price 27% higher than their competitors [rom
Switzerland and Germany. (APV have confirmed that their price
iz £2.5 million higher per line on a contract worth £120
million, but say that their competition is guoting for
eguipment much below the Soviet specification.)

on other projects; Mr Kamentsev repeated the point which Mr
Kossov had made to you, namely that he would be signing £0.5
billion worth of contracts during his wisit. He spelled these
aunt as:

1) a 250 million rouble paper processing project
involving the supply of paper to the UK (we
understand that this is a joint venture project
being negotiated with Maxwell Satellite
Communications (Mr Robert Maxwell's company)
involving the supply of Finnish and Canadian
machinery to the Soviet Union and the import
into the UK of newspaper; there is no UK export
content as far as we are aware).

a 60 million rouble contract for a major packing
plant (we are trying to find out more about this
project, but think it is ones being negotiated with
John Brownl.

a 200 million rouble contract with John Brown's
"ASETCO" consortium, which is involwved in the
refurbishment of two polyethylene plants at
Budvennovsk and Eazan (this contract involves
various signatures at various tlmes; the first
stages of which were signed during the Prime
Minister's wisit in March 1987).

Mr Eamentsev said that he would like to see the proposals of
the British banking community carried forward. This would
reglster the mutual interest in financing increased levels of
trade. The Soviet side would be prepared to proceed with such
a credit protocol during the wvisit. My Secretary of State
said that he was very interested in the idea and the ECGD
would give the initiative its full support. However, the
agreaement would be with British banks and he hoped that their
reasponse would be peositive, ECGD would follow the
negotiations and report back to him personally.

Mr Kamentsev commented briefly on obstacles to trade, namely

e
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the department lor Enterprise

Fr Eamentsev commented briefly on obstacles to trade, namaly
gquota restrictions, export controls and lack of
competitiveness of UE companies on price grounds. He said
that nonethelesgs there weare favourable conditions in which
trade levels could improve,; and suggested areas such as
imports of Soviet natural gas, co-operation in the enrichment
of uranium and in Soviet space technology including the use of
Soviet launchers. He spoke positively on co-operation in the
nge of agro-chemicals for increasing agricultural crop vield,
and welcomed steps to stimulate better management practices
through training.

My Secretary of State referred to joint ventures and confirmed
that there were 12 between UK and Soviet organisations; and
another 40 under negotiation including one ifinvalving
GEC-Plessey Telecommunications wish to install credit card pay
phones in Moscow hotela. The Minister for Trade spoke about
the importance of consortia in areas such as timber and paper.,
where British companies could help the Soviet Union to produce
more kraft linar paper; for which they had a demand, by
supplying the necessary machinery in a self-finanecing
contract, thereby avoiding the problems of hard currency
gshortages which exist.

Mr Kamentsev referred to the interest which Britain had in
opening a British business house. He understood that a
commercial protocol had been signed in December on setting it
up. He said that the Soviet Union would alse be interested in
getting up a similar centre in the UE.

Tha me=sting ended with a short discussion about special
aeconomic zones which the Soviet Union is considering
introducing and aboukt Armenia, where Mr Kamentsev was fulsome
in his tribute to UK =support on the ground. He also spoke
warmly of the Prime Minister's immediate personal telsgram to
President Gorbachew (Mr EKamentsev had been with the Soviet
leader in the United States when the news broke).

I am copying this letter to Stephen Wall (FCO).
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CONFIDENTIAL

FRIME MINISTER

MEETING WITH MR. KAMENTSEV

The Boviet Deputy Prime Minister, Mr. Kamentsev, is coming to

see you tomorrow afterncon. You will remember that he

accompanied you at the opening of the British-Soviet Chamber

e e

of Commerce Offices in Moscow and on yvour wvisit to Tiblisi.

e

He is responsible for trade guestjons and his main talks will

be with Lord Young. He will also be seeing Cecil Parkinson
e —

and visiting a Sainsbury's distribution centre and
supermarkeat.

The main purpose of the wvisgit is to discuss trade issues.

Here the ountlook is a bit better than expected, with Eamentcev
apparently expecting to sign some substantial gontracts and a
credit agreement (if you have tiag: you should read the
attached note of a discussion with Mr. FKossow). But he will
also”be here to prepare for Gorbachev's visit.

Points which you might make are:

- recall with pleasure your visit to Mascow and Eamenksev's

role in escorting you;

engquire after Gorbachev and say how much we look forward

to his wisit. We understand that Mr. Gorbachev envisages

basically the same programme as planned for December.
Your aim is to have plenty of time for talks. The Quean
will of course give a lanch. 1f Mr. Gorbachev wants to

give a gpeech or do a TV interview, we would be happy to

arrangs this;

axprass condolences for the Armenian earthguake. Refer
to our gift of a school for 400 childre=n; and to

axpertise of British construction companies, which could

be used in reconstruction work;

CONFIDENTIAL
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ask about progress of perestroika in the economic sphere,

recalling your conversation with Mr, Katushev. The most
i

bl

important need is to increase the supply of food

products and consumer goods. British companies have a

lot to centribute in this sphere;

we are ready to help with management training. A course

for 20 senior Soviet businessmen will be held at the

London Busipess School in Aprilj

ask about his discussions with Lord Young on the credit
offered by British banks. We would be happy to see an
agreement signed during his wvisit.

- refer to the goal of 2.5 billion roubles two way trade
which you agreed with Ryzhkov and say you understand that
Kamentsev expects to sign specific contracts during his

vigit. That will be a very welcome development)

British companies which have major bids outstanding are:

APY - hreoakfast cereal lines
Babcocks = glass fibre plant at Polovsk

Courtaild's — modernisation of acrylic fibre plants

e

Davy's — polyester fibre plant

We hope for progress on all these.

= mention the proposal to build a British-Soviet Trade

Centre in Moscow with larger premises. We hope this can

be agreed. We would have no objection to the
establishment of Soviet-British Trade Centre in the UK.

Fuller notes are -in the falder.

l:.“‘:;:'?

C. D. POWELL

6 February 1989

PMZALH




CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 2AA

From the Privaly Secretary
6 February 1989

Thas  Onfwy,

VISIT OF MRE. FAMENTEEV

Mr. Kossov of the Soviet Embassy came down to see me at
ghort notice this evening in connection with Mr. Kamentsev's
vigit. He said that he had come direct from a briefing
meating with Mr. Ramentsev at the Embassy. What Mr. Kamentsey
had said was rather different from the steer which the Soviet
Embassy had given us about his visit, in particular in
relation to the Soviet attitude to the offer of credit by
British banks.

Mr. Kossov continued that the reaction of Soviet
bureaucrats to our proposed credit had been negative, on the
grounds that the Soviet Union was already too indebted. But
the mood seemed to have changed in Moscow after Mr. Kamentsew
had been to see Gorbachev to discuss his visit. The Soviete
now wanted to sign a paper during Mr. Kamentsev's visit of a
sort similar in nature to one recently signed with France. He
described it as a Protocol of Intent on Credit Arrangements.
He handed over a text in Russian, which I have already sent
you for translation. The document would specify the broad
areas of agresment already reached between the Soviet Bank of
External Trade and British banks on credit arrangements and
confirm the basic principles of these arrangements, without
mentioning a specific amount. If we were agreeable, it might
be signed in the presence of Lord Young and Mr. Kamentsev by
representatives of the British banks and of the Soviet Bank of
External Trade. The basic reasons for signing such a document
were political, to help create a good climate for Gorbachev's
visit and to show that Britain was not lagging behind the
Soviet Union's other main trade partners in Western Europe.
However, if we were not in favour of such a document, ne
offence would be taken.

Mr. Kossov went on to say that Mr. Kamentsev had
commented that the credit arrangements were important because
he expected to sign almost £0.5 billion of contracts with
British companies in the next two days. There was, in
addition, some £700-800 million of business in the pipeline,
where the bids of British companies seemed to be competitive.

CONFIDENTIAL




CONFIDENTIAL
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I said that I would inform the DTI and FCOO immediately
and get the document translated. 1 added that the news about
contracts would be very welcome, if confirmed. But these were
all matters to be discussed by Mr. EKamentsev and Lord Young
toOmMoOrrow .

You will no doubt let me know, following Lord Young's
meeting with Mr. Ramentsev tomorrow morning, if there are
additional peoints which you wish the Prime Minister to make in
her own meeting with Mr. Kamentsev.

I am copying this letter to Richard Gozney (Foreign and
Commonwealth Office) and Carys Evans (Chief Secretary's

office).
CB{:M ﬁxﬁﬁ”\'

C.D. POWELL

— |

Jeremy Godfrey, Esq.,
Department of Trade and Industry.

CONFIDENTIAL
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Foreign and Commonwealth Office

London S5WlA 2AH

& February 1989

Call on the Prime Minister by Scviet Deputy
rime niaster: Tuesday February
Kamentaev, the Soviet Deputy Prime Miniskter
reaponaible for foreign economic relations, will be

celling on the Prime Minister at 5.30pm on
T February.

The DTI are providing briefing on specifie issues
whioh the Prime Ministermay wish to raise, particularly
in the field of Anglo-5S5ovietb trade. The Buasians
will,; hHowever, bes Ipoking at Kamentsev's visit in
the broader context of the build-up Eo Mr Corbachev's
vislt in April. It would be useful if Kamentsev went
back to Moscow nob only with-8 ‘pesitive repori on
the significance we attach Eo the Gorbachev visit,
but alzo of the Prime Minister's continuing close
interest in the process of reform in the Scviet Union
and. 1n Mr Gorbachevy's personal contribution: The
visit comes abt an important moment in Eask-West and
Anglo=-Soviet relations, when new opportunities are
opening up in arma conbkrol, the search for peacaful
settlements to regional oconflicta, human 'rights and
bilateral relations.

If the eonversation turnas to the West's response
Lo perestrolika, the Prime Minister might highlight
our. willingness to do what we can in the important
Meld of management training for Soviet businessmen.
A course for 20 senlcr Soviet managers will take plece
at the Londen Business Sechoel in April, (funded largely
by the FCO) and we hope it will be followed by further
zourses 1n Ethe future,




The Foreign Secretary has
in draft; should he heve polinks

ron know Tirst thing on T February.

am copying Ehis letter fto Jeremy: Godfirey

the Department of Trade and Industry.
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Friwvate Secretary

C B Powell Esg
P5/No 10 Powning J3trest




thee department for Enterprise

The Bt Hom, Loed Y af Graffham
Secretary of State for 'TEI;I::E: and Indissery

.Charles Powell Esqg Department of
Private Secretary to the Trade and Industry
Prima Minister AV
10 Downing Street London SWH DET
LONMDON SW1 o

Q1-215 TETT

Telex 881107475 DTHO G
Fax O1-222 2629

215 5422
PERIAPK

& Pebruary 1989

Yeus £ Ly

MEETING WITH MR KAMENTSEV, DEPUTY CHAIRMAN OF USSR COUNCIL OF
MINISTERS

The Prime Minister will be meeting Mr Vliadimir EKamentsav,
Deputy Chairman of the Council of Ministers of the USSR and
Chairman aof the State Poreign Bconomic Commission, at 17.30
tomorrow, 7 February. Mr Kamentsey will be accompanied by the
Soviet Ambassador, Mr Zamyatin, and by an interpretar,

Sir Rodric Braithwaite, British Ambassador to Moscow, will
also attanmd. — : '

The State Foreign Economic Commission, created in 1987, is the
supervisory body responsible for the planning and management
of foreign trade and the organisation of new forms of
co-operation, It reports to the Council of Ministers, chaired
by Prima Minister Ryzhkov.

Mr Kamentsey is visiting the UK at the invitation of my
Secretary of State, The two will be meeting for two hours
tomorrow morning to discuss a wide range of trade issues,
after which Mr Eamentsev will lunch with the East European
Trade Council hosted by Lord Jellieoe. During his wvisit he
will meet the Foreign Secretary and the Secretary of State for
BEnergy. He will have discussions with British industrialists
at the CBI under Sir Treveor Holdsworth's chairmanship and will
meet British bankers tomorrow night at a dinner hosted by
Lord Limerick. Although he will not be meeting individually
Pnaritish companies pursuing contracts during his wisit he will
![ha visitlng Sainsbury's modern distribution centre inm
| |Buntingford, Herts, and their new retail store at Camden,
E.because of his interest in the problems of distribution of
food products within the Soviet Union.

=
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the deparument for Enterprise

Tha Prime Minister may first wish to express sympathy for
those affected by the Armenian earthguake and to reiterate the
UK's willingness to help with reconstruction, She could refer
to the UK gift of a school for 400 children in Leninakan to
raplace one of the specialist English schools which were lost.
The school would be built with an earthgquake-resistant frame
in a type of construction which has been found to be sunitable
in other parts of the world prone to earthguakes, BShe could
alss mention the relevant expertise which British constructlon
companies could offer, such as in the construction of schools,
hospitals and homes, provided ways could be found to finance
their sfforts.

The Prime Minister could ask Mr Kamentsey to commant on
arestroika and the forelgn trade reforms he has been
introducing. She could stress that the most important goal,
if the economic reforms are to succeed, must be to increase
the supply of food products and consumer goods in Soviet
shops. British companies could contribute in many ways, by
supplying modern fnnd processing machinery (APV, JCB) and
agro—chemicals to increase crop yield (ICI, Bhell), or
machinery for the production of consumer goods (eg Courtaulds
- and Taylor Woodrow, who are negotiating contracts for the
maodernisation of textile factories).

The Prime Minister could acknowledge that the shortage of hard
currency remains a major obstacle to the development of trade
and support the efforts of British companies to find other
forms of co-operation. She could comment that the relaxation
of Soviet joint venture rules, which will now permit foreign
equity particiaption to Pe settled by negutiatiun rather than
be set by decree at 49%, and on the appolntmernt of a foreign
genaral manager (preévicusly Soviet), is a step in the right
direction. 5he could refer to the fact that 12 joint ventures
have now been signed betwesen UK and Soviet n{ganLaat{nnE 1
{compared with § when she met Mr Katushev in Octobar). She
could also say that she understands that Mr Kamentsev and my
Secretary of State will have had useful discussions on the
development of consortia as a means of bringing buyers and
sellers to co-operate in self-financing contracts invelving
two-way trade in such sectors as timber and paper and the
medical sector.

Turning to UR/USSR trade, the Prime Minister could refer to
the target of 2.5 billion roubles of two-way trade by 19%0 to
which she and Mr Ryzhkov agreed to aim during her wvisit to
Moscow in 1987. 5She could comment that, while there existed a

-
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the department tor Enterprise

regular flow of on-going trade, progress towards the target iz
slowing up and that the most 11&915 means of achieving it
would ba by awarding further major contracts to UK companies.

She could refer in particular to APV'e bid for 15 breakfast
gereal lines and express dizappointment at news last Friday
that the contract seemed unlikely to be awarded to the
company. This was one project which we had particularly
axpacted to win. Representatives of the company flew to
Moscow at the wekend. Others, such as Babcock's bid to expand
a glass f£lbre plant at Polotsk, Courtaulds’ for modernisation
of two acrylic fibre plants at Wavol and Novopolotsk and
Davy's for a polyesater Fibre plant at Mogilev, continue to
make some progress.

She could also refer to an interesting proposal by GEC and
Cable & Wireless for the installation of a fibre-optic
communications cabla from Japan to Western Europe across the
Soviet Union. The companies are discussing this with the
Soviet Ministry of Railways and the Ministry of Posts and
Telecommunications. It would invelve installation alengside
the trans-Soviet railway, and GEC would pay ths Ministry of
Railways rent in hard currency. The cable would not be
available for Soviet communications traffic and has yet to be
put to COCOM. But if it were to go ahead it would be a major
hard currency sarner for the Soviet Union.

She ecould recall opening the British-Soviet Chamber of
commerce offices in Moscow and comment on the steady growth in
demand for the Chamber's services, to the point where the

J Chamber needs larger premises. She could mention the proposal

itm build a British-Soviet Trade Centre in Moscow, which could
rehouse the BSCC and rellieve the savere shortage of hotel

{ accommodation in Moscow by providing a facility for wisiting
British businessmen. She could refer to the prnpﬂqals which
the Carrell Group are negotiating with Mossoviet {(Moscow Clty
Council). She could confirm that HMG would have no cbjection
in prineciple to the eatablishment of Soviet-British Trade
Centre in the UK, The Svoiets have told us that the last
point is important to further progress on the trade centre in
Mozcow.

Finally, she could mention the British-Soviet Trade Month in
Moscow in April. To be opened by the Secretary of State for

-
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the department for Enterprise

Energy. This will be a major exhibition of more than 250
British companies exhibiting over three weeka and a major
damonstration of British willingness to trade with the Boviet

Union.

I am sending a copy of this letter to Lyn Parker (FCO).

L7W“")

JJfSémtwbq %ﬁﬂiix

JEREMY GODFREY
Private Secretary
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10 DOWNING STREET
LONDON SW1A JAA

Froin the Private Secretary 3 Pebruary 198BS

Thank vou for sending me the nots about
managemant training. [ will ensure that
the Prime Minister sees this as part of
the briefing Eor her meeting with Mr.

Eamantsav
naxt wealk.

{C.D. POWELL)

The Rt. Hon. Barl Jellicoa, E.B.E..:
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Fast European Trade Councl Telephone: (17-227 7622
Swite 10, Westmineter Palace Gardems. Anillery Bow, London SWIF 1RL Tedex: M08 KETC O

Chairman: The i Hon, Earl Jellicoe, K.IE., D30, M.C.
Drecor: 1A, MoMoish

ird February 1989

Charles D FPowell Esg
10 Downing Street,
London SW1A 2AR
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When I saw David Y¥oung at the Reception which he
gave at Lancaster House recently to celebrate the
anniversary of the Enterprise Initlative, I said
that I was worried that the UK might be missing the
boat din satisfying the appetite of the East
Eurcpeans, the Soviet Union and the Chinese for
management training. He said that he would be glad
if I were to send him a letter about this. I am
enclosing a4 copy of a deliberately broad brush
letter which T have sent to the Secretary of State.

I had lunch with Vliadimir Pletnew, the Head of the
soviet Trade Delegation, on Wednesday, and it was
quite clear from what was said that Kamentsev will
be raising this matter with British Ministers during
his wisit here next week. I thought you might like
to see a copy of my letter to David Young in view of
the fact that Kamentsev is being received by the
Prime Minister. A : j
A Jad pnd AL
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East European Trade Council Telephone: 03-222 7622
Sudte 10, Westmirster Palace Gardens, Armillery B, London SWIP IRE Tel=x: 201018 EETC &

Chairman: The Bt Hon Earl lellicoe, KAE, D.5.0., M.C.
Direcior: 1A, Mohieish

3rd February 1989

The Rt Hon Lord Young of Graffham
Secretary of Stata
for Trade and Industrv
1 Victoria Street,
Lendon SW1H OET

;
F ! 4
je::w LB D

As I mentioned to you at the Recepticn which you
gave at Lancaster House on 17th January, I am
concernad at our rather slow, fragmented and
inadequate national response to the Iincreasing

appetite for management ¢training of the Soviet
Unicn, the other East European countries and,
indeed, the People's Republic of China.

In this short letter I wish, as Chairman of the East
European Trade Council, to confine myself to the
Soviet Union and Eastern Europe.

To put my disgquiet in capsule form, I believe that a
very special opportunity exists to fill the gap
which has been identified by the Soviet Unicn and
indeed most other East European countries - namely
the need for their management cadres to acguire all
types of management skills from the West. I also
believe that the United Kingdom is in danger of
losing by default a most wvaluable cpportunity which
could reap substantial rewards for British industry
and commerce.




AS you are aware a modest sum of money (some ES0,000
for all of Eastern Europe including the US5R and an
additional amcunt of £15,000 for Poland) has been
made available by the BOTB as a pump primer. My own
Council is working hard, albeit with limited
SuCCess, to get British firms involwed. At the
game time & number of other initiatives are bheing
eponsored by the Foreign &8 Commonwealth Office, the
British Council, and organisations offaring
management training in the UK, in particular the
London Business School. In addition an
inter-departmental working party of officials, under
Foreign Office leadership, on which my Council is
represented, has been established to supervise and
seek to co-ordinate the British response.

However, althoogh there is= a lot of goodwill, our
effort compares very unfavourably with, 1n
particular, that of the the West Germans. In my
view the whole operation needs a strong lead by a
major political figure to ensure the necessary high
level co-crdination and to put real drive behind the
British effort.

I have no doubt that Mr Kamentsev will wish to
discuss this matter with you and with your
Ministerial colleagues during his wvisit to the UK
next week. Indeed, I suspect that it could also
figure on the Agenda for Mr Gorbachev's visit in
April.

My Ceouncil is producing a position paper on this
matter which I will send to you as soon as it is
ready. Meanwhile I wish to convey to you in this
brief Jletter my serious concern that we may be
losing out in particular to our West German
competitors in a field where we really have a lot to
offer if we could only get our act properly




together. I feel that you are better placed than

anyone else to help to get our affort on track. I
nead hardly add that I am naturally at your disposal
if at any time you would like to discuss this

matter.

I am sending a copy of this letter to William

Waldegrave. \
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DEPARTMENT OF TRADE aND INDLETRY
1-19 YICTORIA STREET
LONDON SWIH DET

TELEPHONE DMRUCT LINE w213 HH22
SWITCHD &) oh-3 1% TEIT

STy
|3 October 1963
E B Bone Eag
Private Secretary to the
Secretary of State for Foreign & Commonwealth Affaliprs
Forelgn & Commonwealth Office
London SW1A ZAH

hﬂ&s Qu’ﬂsz ,

Thank you for your letter of 10 Og¢tober about the wvisit to the UK
of Soviet Deputy Prime Minister Kostandov. I am writing EO
confirm that we are content with the proposed press line for use
in answer to guestions that may arise in connection with the

visit.

Copies of this letter go to the recipients of yours.

\/

| ouss QMM\? |

RUTH THOMPSON
Frivate Secretary




Londor SWIA 2ZAH

10 October 1983

Neer Da~o |'

Visit of Depuly Prime Minister Kostandav

ie have commented separately on a reguest from

sir B Hayes for views on ICI's proposed defensive press
line on Kostandov's wiagit.

I enclose 3 note setting out the official line we
consider should be taken in answering any questions that
might arise from Ministerial partiecipation in this visit,

1 am sending coples of this letter to Michael Reidy
(Department of Energy), Robert Lowson (MAFF), Richard
Mottram (Defence) and to John Coles (Ko 10)and Richard
Hatfield (Sir Robert Armstrong's Office) for information,

iy e

; fos'Lh e

st (R E Bone)
¥ b
Private SDEIFEEEE

Dr J P Spencer

Department of Trade and Industry
1 Victoria Street
LONDDN 8 W 1
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PRESS LINE FOR USE IN ANSWER TO QUESTIONE ON THE VIEIT OF
SOVIET DEPUTY PRIME MINISTER EKOSTANDOV: 17-23 OCTOBER

Mo Eostandov's wvwigit has been arranged at the imvitation
of ICI. During his wisit, Mr Kostandov will also be seen by
a number of Ministers, including those with direct responsibility

for the economic S8CTOrs covered by Mr HKostandov.

[If asked about the ¢all on Sir G Howe, the FCO Spokesman
will =ay that the Foreign and Commonwealth Secretary intends
to take the opportunity of Mr Kostandov's call to put over the
Government's strong views on a nugber of factors affecting the

current phase of East/West relations.]

[If asked about the Government's policy on Ministerial contacts
with the Soviet Union following the Korean alirliner incident]

It iz not the Covernmeni's poliey to imterfere with private
invitations to visitors from the Soviet Union. As far as
Ministerial contacts are concerned, following the Eorean airliner
incident, the Government has deeided each case on its merits.

For example, the Forelgn and Commonwealth Secretary saw

Mr Gromyko in Madrid on 7 Seplember and expressed sirong condemnation
of Soviet actions in shooting down the Korean airlipner. A visit

by the Soviet First Deputy Foreign Minister, Kornienko, planned

for 14-1T7 September was, however, postponed. On this occasion

it wns decided that the balance of advantapge lay in Ministers

seging Mr Rostandow.

CONFIDERTIAL




1 and Commonmn:

Lonpdon SWiEA

48 September 1983

{TJUU szq bml i

Vigit of Deputy Prime Minister Kostandov

I am very sorry that through an oversight the Foreign
and Commonwealth Secretary's minute of 23 Geptember to the
Secretary of State for Trade and Industry about FKostandov's
vigit was not copied to Mr Walker. I now enclose a copy¥
topather with a copy of John Coles' leitter to me of
24 September.

I am copying this letter to Eobert Lowson (MAFF Y,
Richard Mottroam (Defence), Hichard Hatfleld (Sir R Armotrong's
Office) and John Coles (No 10).

of
T o
|
:kYmh‘# b e
(R B Bone) , T

Private Secretary

biises

Michael Reidy Esq
PS/Secretary of State for Enerpy







DEPFARTMENT OOF TRADE AND INDOLSTEY
1-1% YVICTQRIA STREET]
LONDON SWIH OET

TELLPHONI DIRECT LIKI
SWITCHBIYARD

?g ceptembe
The ‘Ht Hon S5ir Ceaffrevy Howe QC MP
sepretary of State f-;u' “oreign
and Commonuwe:r fairs
Fareign end ﬁ;unﬂg:;wﬁu LEh Gffioe
Downing St
Landon

Fhank you for your letter ' 23 Geptember about the propose
vigit e the Ul n Qotot f the Soviet Deputy Prime Mini
Kostandov. Subj : it 2 Yiews ol other colleagues,
that the visit, ineluding Ministerial ecalls, should go
AS you Know, I in the Country Lhe .ime, Fut th_
Channon intends to use be his meeting, and Lhe dinner ‘which he
hoating (to £h a number of senior British businessmen will
invited) t i iLereats of B i companies.

£ |l agree wWwith your assessment Lhat, were Ministerial B
to D& withdrawn, Che iians would 1uL5L _;rta'nly can
Yisik. Thnis would mabitedly have an adverse effent o
commerels) Pmdﬂr=wr, and would be detrimental te the proe
British companies seeking business in the Seviet market,
Wworth some E900M a year to our eXporters.

2

o
I
2]

o)
L

ﬂ Copies of this Lt go to the Prime Minister, the Minister
for Agriculture, Fic v and Food, the Secretarles of State for
Defence and er Energy a to Sir Robert Armstrong.
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10 DOWNING STREET

Fromi the Privaty Secrotar 14 Sepitember,

1983,

af Deputy Prime Minister Eostandov

The Prime Minister has seen Sir Geoffrey Howe's
minute of 23 September to the Secretary of State
for Trade and Industry. ke has noted his
conclusion: that the visit of Deputy Prime Minister
Koztandov should go ahead in accordance with the
arrangements described in the minute.

1 am sending copies of this letter To
pobert Lowson (Ministry ol Agriculture, Fisheries
and Food), Richard MoLIram (Ministry of Defence),
and Bichard Hatfield (Cabinel Office).

Egq ..,
Commonwealth
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FC3/83/181

SECRETARY OF STATE FOR TRADE AND INDUSTRY

Vigit of Deputy Prime Minister Eostandov

: B As I gaid in Cabinet on Thursday, I have been c¢onsidering,
in the light of the Eorean airliner disaster, how we should
deal with the impending visit 1in Oectober of Soviet Deputy Prime

Minister Kostandov.

2 5 As you know, our actions, both bilateral and multi-lateral,
over the Korean airliner have been concentrated in the ecivil
aviation fields. Our bilateral ban on all airline flights to
and from the Soviet Union and Asroflot flights over the UE is
due to end on 28 September. Although normal working contacts at
oificial level have bDeen allowed 1o continue; contacts AT
Ministerial level have been decided on their merilts. 1 thought
il approprigte to see Gromyko in Madrid oo T September and tell
him exactly what we thought of both the Soviet action and their
explanations. A bilateral wvisit for routine politiecal
consultations between Malcolm Rifkind and First Deputy Foreign
Minister Kornienko, due on 15/16 September was, however,

postponed.

= Against that background I think we need now to take ancther

look at the Kostandov wvisit. TFormally, he has been invited by

ICT {(in association with Courtaulds). But as you know the
Fussians have been told that on 13 October calls have been
arranged on yourself, 1f you are here, and Paul Channon if you

are not. t] think we can assume that Eostandov will not choose
e ——

to regard your possible absence as a significant variation
—_EE T —— e e e ey —

fanless
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unless he is looking for a pretext to put off the visit in any
case. ) In addition; the Russians have been told that calls
have been arranged on Peter Walker and myself, and finally

T T T TR R T P :
that Paul Channon would host a dinner at Lancaster House which

PegEy Fenner would zlso attend. Arrangoments are weall under

way and the fact of the visit is quite widely known.

4. The basiec purpose of the visit ie of course commercial.

Kostandov supervises the Soviet chemieal industry among oLRer
things, and ICI have & major atake in the Soviet market. The
vigit will, however, also provide an opportunity for Ministerial
contact with the Russians at a higher level in this country

than has been the case since Gromyko's visit in 1876. On
balance T am inclined to think that his visit should go ahead.
If it does, I would propose to use his call on me to make clear
our strong views on a oumber of factors affecting the current
phase of East/West relatlons, including the airliner incident,

and makeé it known publicly thereafter that I have.

D I regard it as impartant that, at 4 time when the INF
debate will be very active in the run up to deployment, we
ghould use every available opportunity to get the Government's
views across directly to senior Boviet Ministers, and that we
should be seen to be doing so., Jim Callaghan will at that time
be in Moscow (17-21 October) and will probably be seeing
bGromyko, and possibly even Andropov.

B If you and ecolleagues agree, I would be content to go
ahead on this basis. If, on the other hand, it was felt
preferable for Ministers not to take part in the wisit,
whiech would almost certainly lead to its cancellsation, Lhen
we should tell both ICI and the Russians very soon, before

their plans become even flrmer than they already are.
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i I am sending a copy of this minute to the Prime Minister,
the Minister for Agriculture, Fisheries and Food, the Secretary

of State for Defence and, for his information, Sir R Armst rong.

1

GEOFFREY EOWE

Foreign and Commonwezlth Office
23 September 1983
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