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Dear Chades

Chir ref.

PRIME MINISTER'S VISIT TO CZECHOSLOVAKIA: FOLLOW UP

The report of the Prime Minister's call on 18 September on the
Prime Minister nof the Slovak Republic., Dr Meciar, mentioned
that she had agreed to arrange for a group of British business
peopTE tO go thers, In this context you will wish to know
that we are now working with the London Chamber of Commerce
and Industry to mount a business mission commencing in Prague
on 26 November and then moving down to Bratislava in Slovakia.

ThiF mMission was actually planned ]:g_j’,,m;g" The Prime MiATETEr's
discussions in Slovakia but with the impetus given by these

and some help from this Department it should r ssible
to ensure a be O of busipessmen. locluding some

emphasis on management consoltancy.
.

E—MM

PHILIP BENNETT
Assistant Private Secratary
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AND TO PRIORITY INFO UKREP BRUSSELS, HELSIMNKI, O035L0, VINNA, STOCKHOLM
REYKJAVIK.

THE PRIME MINISTER'S VISIT TO SWITIERLAND, 20-21 SEPTEMBER 'Jjgf

SUMMARY

1. HIGHLY SUCCESSFUL VISIT. INTENSIVE DISCUSSIONS ON EUROPE AND THE
GULF WITH SWISS GOVERNMENT. USEFUL CONTACTS WITH PRIVATE
SECTOR./FOLLOW UP.

DETAIL

2. THE PRIME MINISTER AND MR THATCHER VISITED SWITZERLAND ON 20 AND
21 SEPTEMBER, THE FIRST EVER OFFICIAL VISIT HERE BY A BRITISH PRIME
MINISTER IN DOFFICE. THE FIRST DAY WAS INEVITABLY SPENT ON OFFICIAL
TALES IN BERNE WITH FEDERAL PRESIDENT KOLLER AND FOUR MORE OF HIS S5IX
COLLEAGUES IN THE FEDERAL COUNCIL, A PRESS CONFERRENCE,. AND SOCIAL
ENAGEMENTS.

3. THE OFFICIAL TALKS CONCENTRATED ON THE GULF AND EURDPEAN
INTEGRATION WITH PARTICULAR REFERENCE TO THE EC/EFTA NEGOTIATIODNS.
THE PRIME MINISTER EXPOUNDED BRITISH VIEWS ON BROADER EUROPEAN
ARCHITECTURE. SHE EXPRESSED BRITISH INTEREST IN THE EEA NEGOTIATIONS
AND TOOK NOTE OF CONCERNS EXPRESSED BY FEDERAL COUNCILLOR DELAMURAL,
THE CURRENT EFTA CHAIRMAN, THAT THE COMMISSION HAD TOUGHENED THEIR
LINE WITH EFTA, GOING BACK ON EARLIER IDEAS ON DECISION-MAKING, AND
FAILING TO GIVE THE EC-EFTA TALKS DUE ATTENTION. SHE HOPED THE S5WI3S
WOULD DECIDE TO JOIN THE EEA WHERE WE BELEIVED THEY HAD AN IMPORTANT
CONTRIBUTION TO MAKE, ON THE GULF, THE PRIME MINISTER SUMMARISED THE
WAY AHEAD. THE SWISS AGREED ON THE NEED TO APPLY SANCTIONS ROBUSTLY.
THEY WERE CONCERNED THAT THE CRISIS MIGHT BE SEEN AS AN ANTI-ARARB
CONFRONTATION. THEY DESCRIBED THEIR OWN CONTRIBUTIONS TO REFUGEE
RELIEF IN JORDAN. OVER LUNCH, MR FELBER ASKED FOR SUPPORT FOR SWISS
ACCESSION TO THE IMF. THE PRIME MINISTER ASSURED HER HOSTS THAT THE
UK WAS WHOLEHEARTEDLY IN FAVOUR.

&. THE SECOND DAY INCLUDED A VISIT TO CIBA GEIGY AT BASLE SEMI-COLON
LUNCH IN ZURICH WITH THE CITY AND CANTONAL AUTHORITIES SEMI-COLON A

FPAGE 1
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DISCUSSION MEETING WITH THE LEADING INDUSTRIALISTS' ORGANISATION
(VORORT) SEMI-COLON AND A VISIT TO A TEXTILE FACTORY AT ZIEGELBRUCKE
IN THE CANTON OF GLARUS. CIBA GEIGY PRODUCED AN IMPRESSIVE BRIEFING
ON THEIR LONG-TERM RESEARCH AND ENVIRONMENTAL PHILOSOPHY AND A TOUR
OF MEDICAL RESEARCH LABORITIES AND PRODUCTION FACILITIES. THE VORART
TALKS = THOUGH THEY INCLUDED MANY PROMINENT NAMES FROM SWISS INDUSTRY
AND COMMERCE - WERE TOO SHORT TO ALLOW FOR A THOROUGH EXCHANGE OF
VIEWS. THE FACTORY WISIT SHOWED HOW A MEDIUM SIZED SWISS COMPANY HAS
BEEN ABLE TO THRIVE AGAINST INTERNATIONMAL COMPETITION BY USING
ADVANCED TECHMNOLOGY TO OFFSET HIGH SWISS LABOUR COSTS.

. THE PRIME MINISTER AND MR THATCHER STAYED ON IN SWITZERLAND
PRIVATELY FOR THE WEEKEND. A PRIVATE LUNCH ON 22 SEPTEMBER WITH A
FEW TOP PRIVATE SECTOR LEADERS PRODUCED A VALUABLE DISCUSSION ON
WORLD ECONOMIC PROSPECTS AND THEIR ENVIRONMENTAL IMPLICATIONS.

6. MEDIA COVERAGE (REPORTED SEPARATELY) WAS EXTENSIVE AND
FAVOURABLE. THE PUBLIC RESPONSE TO THE VISIT WAS EBULLIENT BY NORMAL
SWISS STANDARDS, PARTICULARLY AT CEIBA GEIGY AND IN ZURICH AND
LIEGELBRUCKE.

ASSESSMENT

T. THE PROGRAMME WAS INTENSIVE. BUT THE SWISS DID THEIR BEST TO
MAKE IT AGREEABLE. I WAS DELIGHTED THAT THE PRIME WINISTER S50
CLEARLY ENJOYED IT. THE SWISS THOUGHT VERY HIGHLY OF THE PRIME
MINISTER BEFORE SHE CAME: HER VISIT REINFORCED THIS VIEW. THE
FEDERAL COUNCIL PARTICULARLY WELCOMED THE FACT THAT SHE TOOK THEIR
CONCERNS SERIOUSLY AND VALUED HAR ADVICE OM EUROPEAN INTEGRATION. IN
RETURN THEY REASSURED HER OF THEIR SUPPORT FOR A STAUNCH LINE WITH
IRAQ AND MADE CLEAR THEIR INTEREST IN PLAYING A MORE ACTIVE PART IN
TACKLING INTERNATIONAL PROBLEMS.

8. I HOPE WE CAN KEEP UP THE MOMENTUM OF BILATERAL EXCHANGES. THE
PRIME MINISTER HAS ALREADY AGREED TO SEE MR DELAMURAZ IN LONDON ON 29
OCTOBER. IT IS EXCELLENT MEWS THAT MR GAREL JOMNES CAN COME HERE IN
THE SPRING, AND THAT THE TRH THE PRINCE AND PRINCESS OF WALES WILL
ATTEND THE SEPTCENTENARY CELEBRATIONSE IN SEPTEMBER 1991.

LONG
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From I Private Secreiary

25 September 1550

MEETING WITH THE PRIME MINISTER OF THE SILOVAK REPUBRLIC

The Prime Minister had a meeting with the Prime Minister of
the Slovak Republic in Bratislava on 18 September. The following
record of their talk has been compiled by the Embassy.

aAfter greeting the Prime Minister, Dr. Meciar asked what the
reasons were for Britain's success. The Prime Minister replied
that the Government had known what they wanted to do, said what
they wanted to do and stuck to it. In order to attalin long term
poelitical goals, difficult things needed to ke deone in the short
term. But people could survive great hardships if they could
clearly see the way to improvement. Her other advice was always
to support the Minister of Finance: and to reduce the role of
Government.

The Prime Minister continued that she was in Czechoslovakia
to see at first hand what the important problems were. The
shadow of Munich had prevented an earlier visit. The overthrow
of the Communist government by the people, which she emphasised
could not have been done without Mr. Gorbachev, had now made it
the right time to come. Moving together with other ‘democratic
countries, Czechoslovakia now needed to make a free economy work.
In this process three important stepe were:

- membership of the IMF and World Bank, and overseas
aszistance such as Know How Funds.

membership of the Council of Europe.

an Association Agreement with the EC, with the
understanding that an application for full membership
would be made once the economy was in good shape.

Also of importance were visits of all kinds, by academics,
businessmen, children etc, and the training of people for the
future.

The Prime Minister said that Britain's success, and that of
other important industrial nations, had been built on the
development of small businesses. People with energy and vitality
had started thinge up and had grown to become captaine of
industry, providing employment for many and creating
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. opportunities for other small businesses to supply them.
Czechoslovakia did not have recent experience of small business.
Communism destroyed initiative and the sense_of responsibility
and replaced them with envy. It was important, in order to
enable zmall businezses to get started and flourish, to have a
system of administration free of bureaucratic controls, allowing
businessmen to operate with little more than planning permission,
letting them employ whom they liked and find thelr own markets.

Dr. Meciar said that the country faced a number of practical
preblems.  Industry needed to be restructured, in particular the
armaments and heavy engineering industries nesded to be run down.
They were not looking for loans, but the interest of western
companies. This had been shown by some from the Far East,
Germany and France. But a delegation of -British businessmen
would also be very welcome, Czechoslovakia had much to offer.
They knew the Soviet and Hungarian markets well and could provide
a good base for companies, including British banks, who wanted to
deal with these countries. They also had a pool of educated and
talented young pecple, whose university training eould not be
used in the present conditions. ©Dr. Meciar would welcome
ogpportunities for them to work in British companies. The Prime
Minister replied that the British Council could help the young
pecple. She would arrange.for a group of business people to come
out to show what they were good at. But they would want to see
an end to bureaucracy and laws on banking, contractes etc in
pPlace, before making any commitments.

Dr. Maciar ended by assuring the Prime Minister that in
spite of what some pecple were saying, Czechoslovakia would

remain a federal =tate.

We shall need to follow up-the Prime Minister's commitment
to arrange a delegation of businessmen to Slovakia. The Prime
Minister would like DTI to put -forward a proposal.

I am copying this letter to John Gieve (H.M. Treasury),
Martin Stanley (Department of Trade and Industry) and
Sonia Phippard (Cabinet Office).

Richard Gozney, E&q., ;
Foreign and Commonwealth Office.
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FOLLOWING 1S DRAFT RECORD OF PRIME MINISTER'S CALL ON
UR VLADIMIR MECIAR, PRIME MINISTER OF THE SLOYAK REPUBLI|C
18 SEPTEMBER 1920

h..# AFTER GREETING THE PRIME MINISTER,DR MECIAR ASKED
WHAT THE REASONS WERE F RITAIN'S S0CCESS. THE PRIME
MINISTER REPLIED THAT | OVERNMENT HAD KNOWN WHAT THEY
WANTED TO DO, SA!D WHAT THEY WANTED TO DO AND STUCK TO [T,
IN ORDER TO ATTAIN LONG TERM POLITICAL GOALS SEMICOLON
DIFF ICULT THINGS NEEDED TO BE DONE IN THE SHORT TERM.

BUT PEOPLE COULD SURYIVE GREAT HARDSHIPS IF THEY

GOULD CLEARLY SEE THE WAY TO IMPROYEMENT. HER [CE WAS
EEHE?EFTEQEEFEEELTTHE MINISTER OF F1HﬂNfE;ﬂﬂﬂ£ﬁEDUEE THE “I-Fa
L il s
q\L :’?H\ :deJf:P-JHl

& N

3 &Y THAT SHE WAS IN
CZECHOSLOVAKIA TO SEE AT FIRST HAND wWHAT THE |MPORTANT
PROBLEMS WERE. THE SHADOW OF MUNICH HAD PREVENTED AN
EARLIER ¥IS1T. THE OVERTHROW OF THE COMMUNIST GDVERHNEH; i
BY THE PEOPLE, WHICH SHE EMPHASISED COULD NOT HAVE BEEN BUWS
MABE WITHOUT MR GORBACHEY, HAD NOW MADE IT THE RIGHT TIME
TO COME. MOVING TOGETHER WITH OTHER DEMOCRATIC COUNTRIES,
CZECHOSLOVAKIA NOW NEEDED TO MAKE A FREE ECONOMY WORK.,
IN THIS PROCESS THREE IMPORTANT STEPS WERE:=

A. MEMBERSHIP OF THE IMF AND WORLD BANK, AND OVERSEAS
ASSISTANCE SUCH AS KNOW HOW FUNDS.

B. MEMBERSHIP OF THE COUNCIL OF EUROPE.

C. AN ASSOCIATION AGREEMENT WITH THE EC, WITH THE
UNDERSTANDING THAT AN APPLICATION FOR FULL MEM3ERSHIP
WOULD BE MADE ONCE THE ECONOMY WAS IN GOOD SHAPE.

ALSO OF IMPORTANCE WERE VISITS OF ALL KINDS, By ACADEMICS,
BUSIHESSMEN, CHILDREN ETC. AND THE TRAINING OF PEOPLE FOR
THE FUTURE.

ﬂ.“ THE PRIME MINISTER SAID THAT BRITISH SUCCESS, AND THAT
OF OTHER IMPORTANT TNBUSTRUIAL NATIONS, HAD BEEN BUILT

O THE DEVELOPMENT OF SMALL BUS|NESSES. PEOPLE WITH EMNERGY
AND VITALITY HAD STARTED THINGS UP AND HAD GROWN TO

BECOME CAPTAINS OF INDUSTRY, PROVIDING EMPLOYMENT FOR MANY
AND CREATING OPPORTUNITIES FOR OTHER SMALL BUSINESS TO
SUPPLY THEM. CZECHOSLOVAKIA DID NOT HAVE EXPERIENCE OF
SMALL BUSINESS. COMMUNISM DESTROYED INITIATIYE AND THE
SENSE OF RESPONSIBILITY AND REPLACED THEM WITH ENVY. IT
WAS [MPORTANT I[N ORDER TO ENAELE SHth BUSINESSES TO GET
STARTED AND FLOURISH TO HAVE A SYSTEFM OF ADMINISTRATION
FREE OF BUREAUCRATIC CONTROLS, ALLOWING BUSINESSMEN TO
OPERATE WITH LITTLE MORE THAN PLANNING PERMISSION, LETTING
THEM EMPLOY WHOM THEY LIKED AND FIND THEIR OWN MARKETS.

&l na MECIAR SAID THAT THE COUNTRY FACED A NUMBER OF
PRACTICAL PROBLEMS. [NDUSTRY NeEDED TG BE BRESTRUGTURED,

[N PARTICULAR THE ARMAMENTS AND HEAVY ENGINEERING
INDUSTRIES NEEDED TD BE RUN DOWN. THEY WERE NOT LODKING
FOR LOANS, BUT THE INTEREST OF WESTERN COMPANIES. THIS

JAD BEEN SHOWN BY SOME FROM THE FAR EAST, GERMANY AND
FRANCE. BUT A DELEGATION OF BRITISH BUSINESSMEN WOULD ALSOD
BE VERY WELCOME. CZECHOSLOVAKIA HAD MUCH TO OFFER. THEY
KMEW THE SOVIET AND HUNGAR!IAN MARKETS WELL AND COULD PROVIDE
i GO00D BASE FOR EDHPANlEEJ INCLUDING BRITISH EANHS, WHO
WANTED TO DEAL WITH THESE EQUNTRIES. THEY ALSD HAD A POOL
OF EDUCATED AMND TALEKTED ¥YOUNG PEUPLE, WHOSE UNIVERSITY
THAIMING COULD MOT BE USED IN THE PRESENT CONMDIT]OMNS.

DR MECIAR WOULD WELCOME-OPRORIUNITIES FOR THEM TO WORK [N
TR CONBANIEE ¢ mealsRa Bl L s Tie Na i
COUNCIL COULD HELP THME YOUNG PEOPLE. SHE WOULD ARRANGE

FOR A GROUP OF BUSINESS PEOPLE TO COME OUT T0 SHOW WHAT
[HEY WERE GOOD AT. BUT THEY WOULD WANT TO SEE AN END TO
BORE AUCRACY AND LAawWws ON BANKING, CONTRALGCTS ETE 1H PLACE
BEFORE MAKING MANY COMMI TMENTS.

ifftﬂﬁ MECIAR ENDED BY ASSURING MRS THATCHER THAT IN
SPITE OF WHAT S0OME PEOPLE WERE SAYING, CIECHOSLOYAKTA WOULD
REMA [N A FEDERAL STATE,

SlGMED.eessnsusnsns «ALBERT GUNDERSEN
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22 September 1950

T o

The Prime Minister had a private lunch in Switzerland on
22 September with eight leading Swiss bankers and industrialists.
Their mood was generally gloomy. They expected interest rates to
go higher worldwide, and to stay relatively high for a
considerable periocd ahead, precbably several years. They were
worried in particular about the outlook for Japan, the likely
steep decline in property wvalues there and the effect on Japan's
banks. They seenmed less worried about the prospects for the
United Etates: the Prime Minister was rather more inclined than
they were to predict trouble there. The industrialists were
critical of the guality of tha assets held by the financial
institutions and their consequent vulnerability. In contrast to
earlier economic downturns, they thought that industry was in a
stronger position than the financial institutions. The bankers
were critical of the growth of the para-banking industry, which
had snapped up the more attractive business because of relative
lack of regulation, and had thus deprived the banks of
opportunities for sound growth.

WORELD ECONOMIC PROSPECTS

They were all pessimistic about the short-term economic
consequences of German re-unification, thinking that the German
Government had greatly under-estimated the likely costs of
restoring the East German economy. The Ciba-Geigy Chairman said
his company had done a survey of East Germany's chemical industry
and reckoned that there was sustainable employment for only
35,000 in place of 350,000 at present. The conseguences could
only be managed by a massive programme of financing a new
infrastructure, with the West German taxpayer bearing the costs.
This would be ancther factor keeping up interest rates.

The other main points made were:
- the need for cost-effective environmental policies,

Some countries were now setting totally unrealistic
environmental standards;

PERSONAL
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the need for Switzerland to draw closer to tha EC.
They were less inclined to regard neutrality as an
obstacle than the undesirable centralising tendencies
reprasented by Delors.

I retain two principal points from the Prime Minister's
comments, First, the need to give absolute priority to bringing
down inflation, and to resist pressure to reduce interest rates
until that had been achieved. This met with universal
approbation. Second, a warning to the financial institutions to
get themselves sound pretty guickly: if there was a serious
financial crash, they would find themselves faced with socialist
governments and claims that capitalism did not work.

There was no mentien - by anyone - of Britain joining the
ERM .

I am copying this letter on the same perscnal basis to
Stephen Wall.

\)au_.. RPN

CEARLES POWELL

John Gieve Esg
Troasury

personal
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FRIME MINISTER'S MEETING WITH THE PRESIDENT OF
THE SWISS CONFEDERATION

The Prime Minister had a talk with the President of the
Swiss Confederation at the Maison de Watteville in Berne todavy.
Mr. Koller was accompanied by a number of Federal Counclllors,
and Swiss officials (a full list is annexed). HM Ambassador in
Berne was also present.

Europe

The President bagan by reading an extensive passgage from the
Prime Minister's Aspen speech dealing with Eurcpe. Switzerland
endorsed it one hundred per cent. They consered themselves very
much part of Eurcpe, indeed one of the countries most closely
integrated into it. 70 per cent of their imports came from the
EC and 60 per cent of thelr exports went there. They were host
to 600,000 workers from other European countries. So there was
nothing fundamental to hinder Switzerland from one day joining
the European Community. But at this stage it made more sense for
them to seek participation in the European Economlic Area. This
toak account both of Switzerland's position as a neutral country
and their traditions of direct democracy, wWhich would be hard to
reconcile with the Eurcpean Community's institutions. He
recognised that the context of Switzerland's neutrality was
changing, and the country's participation in sanctions against
Irag was the first step in a new direction. But the Swlss pecple
would not readily give up their neatrality while BEurope lacked a
new securlty structure.

The President continued that the EC/EPTA Treaty was
therefocre the best way forward for Switzerliand. The first round
of negotiations had taken place, but there was still a long way
to go in order to achleve agreement. There were some difficult
issues. The decision-taking procedure must ensure the full
autonomy of individual countries. Far reaching adaptation of
Swiss laws would be needed, some of them in politically sensitive
areas. In common with other EFTA countries, Switzerland would

COMFIDENTIAL




CONFIDENTIAL

want a voice in future EC directives: and they might have to
seek exceptions in vital areas. This should not be unacceptablea:
afrter all, they were not negotiating for full membership. A
final point was that the Eurcpean Economle Area might offer a
solution, or at least an interim sclution, for Central and
Eastern Euraopean countries wishing to join the Community in due
course.

The Prime Minister said that we were very pleased to see
Switerland taking a more prominent part in both European and
internaticnal affairs. Their suppert for sanctions against Iraqg
had been very welcome. We would give strong support to their
applicaticon for IMF membership. Neutrality was not in itself =z
bar to membership either cf the EEA or the EC. She noted that
Switzerland's vision of Europe was wery similar to our own. She
balieved that support for this was now gaining ground and the
pure federaliste were getting fewer. EShe could understand
Ewitzerland's cautious approach, because there were undoubtedly
problems for them in joining the EEA. The Commission was
gonstantly trying to understand Community competence. Assumption
of the Community acgquis would inevitably present some
difficultias. There was a trend in some Community countries
towards protectionism, which was contrary to Swiss traditions.
We wanted to see a Europe based on willing co-operaticn between
sovereign states, with governments accountable to their national
parliaments. We would vigorously oppose such concepts as the
Sccial Charter or worker participaticon, where the Commissicon had
no business ta be tryving to interfere in matters which properly

belonged to the competence of member states. We wanted a larger
Eurcpe but not a more centralised or bureaucratic one.

The President =aid that he very much shared the Prime
Minister's wiews and her arttachment ta the principle of
subsidiarity. The sort of Eurcpe which the Prime Minister had
described was one with which Switzerland wonild feel comfortable.
They would certainly not want to see the Commission's power
further extended. Mr. Delamuraz said that the Community was
taking an increasingly tough position in negotiations with EFTA.
Originally M. Delors had talked of common decisicon-taking in the
EEA framework: now there wags no provigion for EFTA £o be involved
in decisions at all. WNor was it feasible for EFTA's countries to
absorb 30 years worth of EC legislation in two wvears. They would
have tc have some derogations. Ancther probklem was that the
Community seemed unable to concentrate on the negotiations with
EFTA, being pre-cccupied with its own internal praoblems and
relaticens with Bastern Europe. This was rather discouraging for
EFTA.

The Prime Minister said that she had some sympathy with
these polnts, although EFTA had to remember that their 30m people
were gaining access to a market of 300m. The decision was
Switzerland's to take, and she thought they should proceed by
drawing up a balance sheet of the pros and cons. For our part,
we veary muich hoped they would decide to join the EEA, because we
believed SBwitzerland had a most important contribution to make.

CONFIDENTIAL
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The Prime Minister gave an account of the origins of the
present crisis and tThe way ahead. Our strategy was to persuade
Saddam Hussain to withdraw through he pressure of sanctions, but
we did not rule ocut the military option. People asked how long
it would take for sanctiens to work. She could not answer that
gquestion. We had to be ready for anything. Meanwhile the United
States, Britain and other countries were building up their forces
in order to be certain of winning, if force had to be used. At
the same time it would be important to make progress with
resolving the Arab/Israel dispute, to prevent Arab frustration
growing.

Mr. Felber said that Switzerland agreed on all these points.
Indeed Switzerland was sometimes accused of being tougher than
other countries in applying sanctiecns. The point that concerned
them mcst was that the conflict should not come to locok like a
confrontation between the West and the Arab countries. But on
the fundamentals, Switzerland was absolutely firm: the
resclutions of the United Watiomns Security Council had to be
carried out fully, and there could be no negotiations before
Iragi withdrawal. The Swiss Governement had received an approach
from the Iragi Ambassador probing the possibility of Switzerland
acting as a channel to convey messages. Thev were not averse in
principle to undertaXing such a role 1f the need arcse. One
conclusion they drew from the Iragli approach was that sanctions
were having an effect.

The Prime Minister commented that there was no question of
the United Naticns' action being a confrontation between the West
and the Arab world. We should constantly remind people that the
majority of the Arab League countries were opposed to Saddam
Hussein. We should alsoc emphasise our determinaticon to make
progress on the Arab/Israel front. The Prime Ministar added that
Secretary Brady had wvisited London to enlist financial help for
countries like Turkey, Jordan and Egypt which werse badly affected
by sanctions. The United Kingdom would contribute substantially
to this; as well as its military contribution, and we hoped
cthers would do likewise. The President commented that
Switzerland had denided on a programme of financial assistance
towards refugee relief in Jordan.

IMF

The Prime Minister said that she and Mr. Felber had
discussed Switzerland's application to join the IMF during lunch,
and she understocd that there was some concern about comments
made by the United Kingdom representative to the IMF/IBRD. She
wished to emphasise that we were whole-heartedly in favour of
Swizterland's membersnip. There were problems over the sige of
the quota which Switzerland was =seeking. There was nothing we
could do directly to help over this. We had already given scme
of our guota to Japan and loaned more of it to France. But she
would ask the Chancellor of the Excheguer and the Governor of the
Bank of England to ensure that our representatives took a
generally helpful and supportive line in any discussions of
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Switzerland's application for membership, bearing in mind this
constraint.

I am copying this letter to John Gieve (HM Treasury), Martin
stanley (Department of Trade and Industry), Paul Tucker (Bank of
England) and Sonia Phippard (Cabinet Office).

CHARLES POWELL

Stephen Wall, Esg.,
Foreilgn and Commonwealth Office
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THE SWISS5 POLITICAL SYSTEM
Introducticn

1. &Switzerland is a confederation. The Federal Government is
formally responsible only for defence and for foreign and
economic policy but its influence is slowly growing. Much of
the work of government is still dealt with by the cantons |20
full cantons and 6 half cantons), each with institutions derived
from history and varying local circumstances. Local communes
also have extensive powers. All levels of government are
however subject to control by "referendum", compulsory in some
cases, or invoked by gathering enough signatures. BSwiss
decision-making is based on a well established system of
consensus-building. The Swiss prefer consensus politicians and
tend to react against commanding personalities.

2. The Federal Council

The seven members of the Federal Council are elected by the
Federal Aesembly, but are not themselves members of parliament.
Under the "Magic Formula" of 1959 two each come from the
Radical-Democratic, Christian-Democratic and Social-Democratic
Parties and the seventh from the Swiss Pecople’s Party. The
formula alsc ensures representation of the main languages,
religions and regions. A different Federal Councillor is
Foderal President each year. Federal Councillors share
collegiate responsibility. In cantons and even communes similar
"magic formulas" are common.

3. The Federal Assembly

Elections are held every 4 years, next in 1991. The Upper House
(States Council) has 46 members representing the cantons (two
@ach from the twenty full cantons and one each from the six half
cantons ). The 200 seats of the Lower House (National Council)
are distributed among the cantons according to size of
population. Most cantong use proportional representation: the
smallest use first-past-the-post. PR is also used for elections
to cantonal governments. The Swiss system allows voters much
flexibility in assigning their votes between parties and
particular individuals. Voting patterns often reflect local
loyalties and are remarkably static. The Federal Assembly sits
4 times a year, for 3 weeks at a time, but its committees meet
much more often.

4. The Parties

The attached chart describes party strengths and affiliations.

5. Conclusions

The main characteristics of Swiss politics are balance and
continuity. Changes in recent elections have been small, and to
the advantage of the small parties. The "magic formula" has
broad support. It means that voters cannot change the
composition of the government, but they can influence policy
directly through the referendum system. Many referenda are
defeated, but the weight of votes cast in favour is then taken
into account in the process of consensus policy-forming.

BRITISH EMBASSY
BERNE Sept 1830




ICAL FPARTIES REFPRESENTED IN THE

Radical-Democratic Party

Freisinnig-Demokratische Partei
(FDP)

Parti radical-démocratigque {(FRD)

Christian-Democratic Party

Christlichdemokratischa
Volkspartei (CVP)

Parti Démocratigque-Chrétien (PDC)

Swiss People's Party/

Centre Democratic Union
Schweizerische Volkspartei (SVP)
Parti de l'Union Démocratique

du Centrea (UDC)

Social-Democratic Party
Sozialdemokratische Partel (5P)
Parti socialiste (FPS5)

Liberal-Democratic Party
Liberal-democratische Partei (LPS)
Parti Libé&ral (PLS)

Independents

Landesring der Unabhiingigen
(LdU)

Alliance des Independents (AdI)

Federal Councillors

Jean-Pascal Delamarasz

{ Economy )
FEaspar Villiger

[(Defence)

Arnold EKoller
(Justice and Police)
Flavio Cotti
(Interior)

Adolf Ogi
(Transport;
Communications, and
Energy)

Renéd Faelber

(Foreign Affairs)
Otto Stich
[Finance)

1)

Seats In

Bational
Couneil
=1 |

States
Council

14

Comments

The party of big
business

The Roman Catholic
party

Farmers, shopkeepers;
small businessmen

The only non-bourgeois
party in the Federal
Council

Swiss Romande
"patricians*

Hot liberally
independent, but
financed by Migros.
Predominantly environ-
mentalist. States
Councillor gite for




Green Party
Griine Partei der Schweiz (GPS)

Evangelical people’s Party
Evangelische Volkspartei [EVP)
Parti eévangéligque (FPE)

Swiss Democrats
Schweizer Demokraten (S5D)
Démocrates Suisses (DS)

Other Independents

Green Alliance
sriines Blindnis

Motorists
Schweizer Auto-Farteli (AP)

Communist Party
Partel der Arbeit (PA)
Parti suisse du travail (PST)

Middle=class .J’_r-::rn-
mentali=zts. Enterad
Parliament in strengh
in 1987

Vote with the Ld4dU in
Parliament but strongly
Protestant. Tty
Mational Councillors
from Zurich, one from
Barnea

Extreme right, anti-
immigrant. Two
Hational Councillors
from Eurich, one from
Berna

Fermerly extreme left-
wing.

Extrema left environ-
mentalists. National
Councillors from

Basel (Land) and Aargau

A political movelty.
National Councillors
from Furich and Bearne

National Councillor
gits for Geneva
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PRTME MINISTER'S VISIT TO HUNGARY

The Prime Minister had three separate conversations with
Prime Minister Antall during her brief wvisit to Hungary.
This latter records their brief meeting on the first evening.
They subsequently had a lengthy tete-a-tete the next morning;
followed by A plernary seszszsicon with efficials. I am recording
these separately.

The first meeting tock place in Dr. Antall's office in
the Parliament Building immdiately after the welcoming ceremony
in Kossuth Square. Dr. Antall was accompanied by the Hungarian
Foreign Minister and officials. HM Ambassador Budapest was
also present. The conversation was limited almost entirely
to domestic developments in Hungary.

The Prime Minister commented that it was nice to seae
the Parliament Building being used for its intended purpose,
in contrast to her last visit in 1984. But she wondered whether
Dr. Antall 4id not find it rather diffienlt to do his work
ag Prime Minister from an office in the Parliament Building.
Wasn't he constantly interrupted? Dr. Antall said that MPs
did ' indeed constantly wander in and out, but at least it meant
that he was in- touch.

Dr: Antall continued that the Govarmment were getting
ready for the local elections in Novemnber., Much of local
government was still run by a Communist bureaucracy, and the
local elections should complement the changes which had taken
place at the national level as the result of Parliamentary
elections. There was a whole interlocking power structure
at local level,; comprizing Communist officials;, the heads
of companies, and other prominent local figures which had
to be dismantled. A lot of independent candidates would
be standing, and he regarded that as a thorcughly good thing.
For instance, his own Party's candidate to be Mayor of Budapest
was a8 lady town-planner, who Wwas not 8 politician at all.,

RESTRICTED
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Dr. Antall continued that Parliament had that day adopted
A first Privatisation Bill,; covering small busine=ss and services.
The Bill gave prewvious owners priority when it came to making
bids, althouagh thlis was largely theoretical, a3 the earlier
owners were hard to trace. He alsc had problems with the
churches who were demanding thelir property back. The whole
ownership question was highly cemplex, but had to be resolved,
because without a clear law, foreign capital would not come
into Hungary. A Bill on compensation was also in preparation.
This too was causing serious problems within the Government
coalition, particularly with the Smallholders Party who wanted
toc restore ownership rights; not just to previous owners bt
to their children and grandchildren. Fersconally he had some
sympathy with those who criticised the Govermment: but it
was proving wvery hard to find a satisfactory compromise.

The Prime Minister commented that Hungary was ahead of
cther Eastern Europsan countries in restoring private property.
Difficult moral and practical issues were invelved. Dr. Antall
added that a further problem was that those with the funds
to exploit the opportunities offered by privatisation were
mostly people wno had collaborated with the previous regime,
or at least had been favoured by it. That was widely regardsd
g8 unfair. He had told the Prime Minister all this to explain
the almost unbridgeable prcblems which the Government faced
11 this area.

The meeting had tec end at this point.

SN
o

Stephan Wall, Esg.,
Foreign and Commonweslth Office.
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PRIME MINISIER'S VISIT TO HUNGARY :
MEETING WITH 1HE ALLIANCE OF FREE CEMOCEATS

The Frime Minister had a meeting thls afternoen with the
leaders of the Alliance for Free Democrats in the Gobelin Hall in
the Bungarian Parliamept., The AFD's President, Dr. Jancs Eis,
was accompanied by Dr. Peter Tolgyvessy, Leader of the AFD
Parliamentary Group and Mr. Gabor Demszk + Chairman of the
Parliamentary National Security Committes. HMA Budapest was also

presant.

The Prime Minister said that the eredit for achieving
democracy in Hungary belonged te all those who had opposed
Communism, whether now in the Government or out of it. It had
been an enormous change and she wonhdered whether the pecple
generally yet understood the real nature of democracy and a
market econocmy. They seemed to eXpect unrealistically early
results. Dr. Antall had told haer that the Government was being
attacked in Parllament for its failure to Produce instant
Prosperity. Dr. Kis =zaid that Pecple in Hungary found it hard teo
understand beth the concept of an Opposition and the duty of the
Opposition to oppose. So in effact the Prime Minister was right:
there was no real understanding yet of the role of Parliament ip
&a democracy. There was alsc some disarray in the country about
the direction of the post-totalitarian revolucion. Everyone
welcomed what had happened so far. But there was less clarity
about what now had to be built,

The Prime Minister recalled thar she had once been Leader of
the Opposition. She toock the view that the Opposition sheuld not
oppose simply for the sake of it: where they agreed with the
Government, they should say so. As regards Dr. Kis's point about
lack of agreement on the way ahead, one could not foresee what
would happen, but at least you knew it would be better than the
¢ld regime. She would be interested to hear how the AFD saw the
future. Dr., Kis said that the AFD had Etarted the fight against
dictatorship ten vears ago. They had received a great deal of
nelp from the United States and the United Kingdem. Their goal
had always been liberal democracy. They wanted much faster and
more extensive privatisation than the Government were offering,
a5 well as more decentralisaticn. The basie difference
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!Itween them and the Government was that they were a classic
liberal party while the Democratic Forum represented a wider
range of interests.

The Prime Minister asked Dr., Kis to say rather more abour
how his party's philosophy differred from that of the Government.
Or. Kis said that the AFD were individualists. They stood for
free enterprise and respect for privacy and civil liberties. The
Democratic Forum were not homogenus. They shared some of the
AFD's views, but there were also Etrong currents of collectivige
thinking. The Prime Minister asked about similarities and
differences in toreign affairs. Ur. Kis indicated that there
were [ew differences in this area. Overall, his party had stocd
a4t the last electlon for quick measures to overcoms Hungary's
financial and economic crisis by de-regulation and privatisation,
while the Democratic Forum's remedies were more moderate. That
was no doubt why they had won.

The Prime Minister asked about leocal government. Was it
really still dominated by the Communists? Dr. Eis sald there was
quite a high level of competence in local government, relatively
speaking. Membership of the Communist Party had been mostly
nominal and careerisvt. For the future, lovalty and expertise
were what would count: he did not favour a witch-hunt agalnst
formaer Communists.

Dr. Eis said he would like to make cne rinal point. His
Parcy wanted the United Kingdom and the United States to have an
important role in Hungary, to counter-balance German influence.
The Frime Minister said that she appreclated this and we would do
our best to ensure that our presence was felt.

I am copylng this letter to Simon Webb (Ministry of
Detence) , Martin Stanley (Department of Trade and Industry) and
Sconla Phippard (Cabinet office).

D‘w\ R

G

r——

CHARLES FUWELL

Stephen wWall, Esq.,
Foreign and Commonwealth Office
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PRIME MINISTER'S MEETING WITH TIE
HUNGARLAN PRTIME MINISTER! RESTRICTED SESS1ON

The Prime Minister had a tota-a-tete session with the
Hungarian Prime minister in his office in the Parliament Building
in Budapest this morning. The only other people present were
Dr Antall's Private sepcrctary and an interpreter. 1 am recording
separately thelir disrussion of intelligence co-operation.

The Prime Minister recalled that during their recent meeting
in Helsinki, Dr antall had raised the guastlcn of a new framework
fnr Hungary's defence, and had suggested the possibility of
contacts with the WEU, She had been giving further thought to
rnis whole guestion. Har adyice remaiped that Aungary should
move cauticusly on the jesue of relaticns with NATO and WEU, s0
as not to make Mz gorbachev's positlon more difficult. That
gaid, she saw no ohjection to Hungacry seaking to initiate a
dialogue with the WEU, although without the intention of seeking
membership. It was not a Very affective organisation anyway.

pr Antall said that he had made clear Hungary's intention to
withdraw from the military aspects of the Warsaw Pact by the end
of next year. There was growing evidence that Cgechoslovakia and
poland were willing to rake a similar step, although they had
rriad to postpone the deadline to the end of March 1992. That in
irgelf was a considerable step forward: they had earlier taken
the line that Hungary wWas baing rash. He inrended to stick to
the deadline of the and of 1991 and thought the Czechs and Poles
would eventually accept this. With that, the Warsaw Pact would
become no more than a consultative organisation. He had also
written to the czechoslovak and Polish Frime Ministers some time
Ago proposing defonce co-gparation among rhe three countries and
had received a reascnably positive response. The Prime Minister
sald she could understand the case for Hungary remaining in the
Warsaw Pact if it becama just a congultative organisation: 1t
would give Hungary some influence over the FPact's decisions. &he
recalled that President Havel had told her that he hoped it would
soon be possible to announce that the Warsaw Pact would becoma a
purely peolitical organisation.

Dr Antall said that Hungary did net particularly want to
remain invelved with the political side af the Wwarsaw Pact. DBut

SECRET AND PERSORAL
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g0 long as a Futura framewoark for Edropean security had not been
clarified, he did not intend to push the issue of total withdrawl
to & conclusion. The Prime Minister said that we were hoping to
see the CSCE strengthened as a forum for pelitical consultation.
The NMATO Summit had offered dialogue between MATO and the Eastern
European countries, and we would be ready to prepare the ground
for a similar dialogue between the WEU and Hungary.

Dr Antall said he was really seekling the Prime MinisiLexr's
advice on two questions., First, did she agree that Hungarcy
should particpate in a Warsaw Pact which became a consultative
political organisation, with the aim of lecaving cventually but
not talking too much about that for now? The second was:
should Hungary attempt to start a dialogue with the WEU
hilaterally, or with Czechoslovaklia and Poland as well? The
Prime Minister sald her answer to the first gquestion was
affirmative. On the question of the WEU, Dr Antrall should leave
the United Kingdom to do some preparatory work. We would then be
in touch about the best way to rtake matters forward. Dr Antall
indicated that he was well content with these answers. He and
the Prime Minister would have an opportunity for further
diseussion in the margine of the Conservative Party Conference in
Bournemouth and at the CECE Summit in Paris.

Romania

Dr Antall =aid that he was in direct contact with the
FEomanian Defence Minister, General Etancalescuy; who was a parson
of considerable standing. He had heen anxious to open a direct
channel to the Hungarian Government and there had been one
discreet meeting near the Hungarian/Romanlan border. General
Stancalescu had been quite effective in taking actlion to protect
the Hungariaan minority in Romania and seemed to be a man of the
future. Dr Antall added that he had not i{llusions about General
Stancalescu's motives: he probably wanted the political support
of the Hungarian minority in Romania. The Prime Minister
commented that we remained suspicicus of the Romanlan regime:
only the influence of members ol the former Goverrnment remained
strong.

The Gulf

Dr Antall said that Hungary was applying the United Mations
embargo. It was not in m position to contribute to the multi-
national force but would join in the relief effert for refugees.
Hungary was already in a very delicace situation vis-a-vis Arab
countries bkecause of itz rele in the movemant of Jews from the
Soviat Union. At the same time, his Government was criticised by
others for being anti-semetic. Dr Antall added that Hungary had
taken a vary firm stand against Irag, and he had refused to
receive a personal envoy from Saddam Hussein, agreeing only to
contacts at a lower leval.

Dr Antall asked the Frime Minister for an account of the
deciasions of the recent meeting of Forsign Ministers of the
Twelve. The Prime Minister said there had been agreement to
axpel Iragi military attaches and zhelr statf;, and to restrict
the movement of Iragi diplomats. Personally, she had thought the

SECHEET AND FPERSOMNAL
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latter measure a mistake, because it would oniy lead to
constraints on the activities of our own Embassy in Baghdad. But
we had nevertheless agresed to go along. Meanwhile, good

progress wWas being made in the United Nationg Security Council on
an air embargo. To her mind, the greatest danger remained that
of an unsatisfactory compromise peace plan which would allow
saddam Hussein to benefit in some meazure from hig aggression.

We must insist on full implementatlion of the UN Security Ceuncil

Resuolutions .

Dr Antall said that the Russiang would prefer a peaceful
outcome, but seemed aware that a military solution was likely.
The Soviet Ambassador in Budapest, a former Secretary General of
the Warsaw Pact, had said =o guite openly. He himself believed
that a military solutien was inevitable, as did the Turks,
although he feared it would lead to a major upheaval in the
Middle East. it would be very important to restrain the
Israelis. The Prime Minister said that the Israelis were well
aware of the need to act with caution. If a military option were
te be conslderad, i1t would be vital to have sufficient men and
equipment there to leave no doubt about the prospect of success,
Saddam Huseein must logsea, and ke scen to be a loser, in the whole
«f the Arab world.

Dr Antall recalled the unhappy repercussions in Eastern
Europe Gf_thﬁ United States giving up the fight in Vietnam. Tha
Prime Minister agreed that the United Stares' reputation was on

the line in the Gulf crisis. Dr Antall said that the United
States and the United Kingdom had Hungary's full support.

Britlish Council

The Prime Minsiter said that the British Council currently
coccupicd a part of the Embasay premises. But these were now
inadeqguate for the work which we wanted to do in the new
sitwation in Hungary. We would very much like a larger building,
and she understood 1t might ba possible to obtain the further
East German Cultural Centre. Dr Antall said that he had talked
to hiz Forelgn Minister yesterday about this. They would make
every affort to solve the problem. They wanted Britain to have a
vary adequate building and would keep in cleose touch with the
Amba=zsador about thias. Off the record, he eoculd say that the
Hungarian Government would like uz to have the Bast Cerman
building, but that depended on their being able to reach
agreoement with the Cermans. That was the only condition.

Concluslon

The Prime Minister said that she very much valuud her talks
with Dr Antall. He represented the only genuine centre-right
Government 1n Eastern Burope and she wanted Britain and Hungary
to remain particularly close. Dr Antall indicated that this was
his wish as well.

SBECHE" aAnNll PERSOMAT,
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I am copying this letter to Simon Webb (Ministry of Defence)
and Sonia Phaippard (Cablinet Office).

J & Wall Esqg
Foreign and Commonwealth Office

SECRET AND PERSOHARL
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FRIME MINISTER'S MEETING WITH THE HUNGARIAN PRIME MINLISTER:
PLENARY SE5SION

I enclose a record of the plenary =2ssicn of the Prime
Minister's meeting with the Hungarian Prime Minister, in his
office in the Parliament Bullding in Budapest this morning.

{ am copylng this lecter and enclosure to John Gieve (HM
Troasury), Simon Webb (Ministry of Defence). Martin Stapnley
[(Department of Trade and Industry) and Sania Phippard (Cabinot
Ciffice) ,

i O
i
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PLENARY MEETING BETWEEN
THE FPRIME MINISTER AND DR JOZSEF ANTALT,
WEDNESDAY 19 SEFTEMEER 1990 AT 1015 HOURS

Fresent:

Frime Mlnister Dr Jozsef Antall
M Ambassador Ur Gyorgy Matolesy
Mr Powell (Private Secretarcy) (State Secrctary and
Mr Ingham (Pregss Secretary) Head of Economic
Mr Harborne (British Embasay) Secretariat, Prime
Minister s Oftice)
Dr Tetvan Forrai
{Frivate Secretary)
Or Tibor Antalpeter
(Hungarian Ambassador
in London)
Mr Gyula Kodolanyi
(Special Counsallor,
Prime Minister’s Office)
Mr Pal Tar (Special
Counsellor, Prime
Minister’'s Office)
Mr Balazs Laszlo
(Government Spokesman)
Mr Tade Alfoldy (Deputy
State Secretary, Western
Europe and Morth America,
MFA)
Mrs Eva Kovacs (interpretar)

1. After an initial exchange of courtesies, the following
subjects were discussed:

BEC Overseas Servicaes
Z. 2as Service’s

possibility or
The BRC

k tavourably upon these discussions.

Copntrda ...




" UISIT EUROFPE-FRAGUE LED 19 SEP 98 l4:5a

RESTRICTED

3. Dr Antall said that there was at present a moratorium on
frequency allocation, to give the Hungarian authorities
sufficient time to examine a large number of very variable
proposals that had been put forward (including not only
broadcasting but also cellular telephones). Furthermore,
comprehensive leglslation was currently being elaborated on
the mass media as a whole. However, the EBC was very highly
regarded; and collaboration was already underway between them
and Hungarian Televiasion and Radio as part of the
re-structuring process. Dr Antall undertook to look into the
BBC Overseas Sarvice's request in a favourable manner.

Privatisation

4. "The Prime Minister asked whether there was anything more
that the UK could de to help. British experience had
demonstrated the fundamental importance of getting state
enterprisas into private hands, so as to change managerial
attitudes and ensure that all declsions were based on
commercial considerations. With that change of attitudes,
longstanding loss-makers were able to become profitable and
thereby contribute to tax revenues instead of being a drain on
the public purse. Under any other arrangements, the difficult
decisions were made not by management but by politicians,
being unqualified ror the job, always got it wrong.
Governments were always wvulnerable teo criticism by their
opponenta that State assets, when sold, were under-valued.

She had often asked why, L1f that were the case, tha Trade
Unionsa, with their large pension funds, did not put in a bid.
The truth of the matter was that any company was worth only
what someone was prepared to pay for it, and was a function
net of what it cest to create in the first place, but

what it weuld take to modernise it, bring in new management
and, more often than not, make major new investments.

2. Dr Antall éexplained that, hitherto, limits had been
placed on the privatisation ol shops and other small retail
units in order to give the present operators an opportuenity to
hecome owners and thereby strengthen the “small entpreneurs"
slratum of Hungarian society. But, basically, practically
everycthing was open to privatisation: the procese would be
carried out as quickly as possible, and there was no wish to
axclude anyone. The large State-owned entorprises would be
broken-up, both to make thom more afficient and to increase
competition. The State Property Agency had just produced the
first list of scon-to-be privatised State-owned enterprises,
with a total estimated valuation of US$1 billion, and
including some very important Hungarian industries (eg
pharmaceuticals). He hoped for eignificant British
participation not only as advisers but also as investors.
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hecesslon to the EEC

&. L ANtall rerarred to hls recant visits to ¥russels and to
Home, where Mr Delors and Mr Andrecttl had eXpressed support
for Hungary‘s wish to negotiate an Assoclation

Agreement by 1 January 1992, leading to eventual full
nemnbership.

7. The Prime Minister said that Britain had taken the lead
during the negotiation of the current Trade and Economic
Cooperation Agreement and in proposing Association Agreements
for the re-emerging democracles of Central and Eastern Europe.
Consistent with this approach, we would do our level best to
see negotlaticns begin as socon as possible on an Association
Agreement and for them to be concluded Within the time scale
that Hungary wanted. We would glve our support to

Hungary's wvision of that Asseciation Agreement being a step on
the road, eventually, to¢ [UWll membership.

Attitude orf Britiseh Banks

§. Dr Antall wondered whether there was anything that the
Frime Minister could do to encourage British banks towards a
greater involvement in lending to Hungary: the downgrading by
the Bank of England of Hungary‘’s credit rating at the
beginning of this year had seriocusly reduced British banks'
willingness to participate in loans.

9. The Prime Minister took note of what Dr Antall had said.
It was a complicated guestion, which revolved around the
provisions that British banks were required, on prudential
grounds, to make With respect to their lending to any heavily
indebted country. She would look into the matter on her
return.

CoOCOM Libaralisation

id. In response to Dr Antall’s regquest for greater
lirperalisation, the Prime Minister said that the COCOM list
had already been reduced by almost tLwo-thirds. Britain had no
doubt about Hungary’s good faith. But what now remained on
the COCOM list centained scme very sensitive technology, and
we needed to be very careful at present. However, we would be
wllling to look at any specific items if Hungary wished to put
them forward.

Hong Kong

ll. Dr Antall referred to recent sensaticnalised press reports
concerning the possibility of Hong Kong citizens being offered
Hungarian passports.

Comt ' L
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The Prime Minister explained that the UK woulg ba letting
in arcund 200, 000 Hong Kong Citizeng: administrators who had
=d the Hong Kong Government ang Lo whom we were
thus indeabte « and top Entrepraneura, whom we wanted to stay
on but who nesded an insurance Policy against the avent that
things went WIong.

13. Bubt there couiag be young Professionals who might want to
leave; and thare would ba no difficulty from the UK view
Point if, in order Lo help her Testructuring, Hungary were tgo
offar thap Passports,

Further Contacts

14. In conclusien, his forthcoming visits
Lo the Consaervative Conference and the Paris CECE
Summibt would enable d the Prime Minister
close tough. T i nister saiqg that the election of the
' Eastern Europe was
and that wae how
Ioach relatjions

S

BRITISH Empassy
BUDAFEST




11 'I_'I:EH ELROPE-FRAGLE LED 19 SEP 98 18134

CONFIDENTTAL

' MEETI M EETOELS
= ~SErr cC MOlTE
_:—L.-E-T'J

1O DOWNING STREET
LONDON SWIA 244

From che Privare Secreiary 19 Septembar e 1990,

N NP,

FRIME MINISTER'S MEETING WITH PRESIDENT GONCZ

The Prime Minigster had a brief meeting with the Hungarian
President in his office in the Parliament Building in Budapest
this morning. President Goncz was accompanied by the Hungarian
Ambassador in Londen and othar cfficials. HM Ambassador Budapest
Was also present,

The President asked the Prime Minister For her impressions
of Hungary. The Prime Minister said the whole atmosphere
was very much better compared with Six years age, when she
had last been in Budapest. People weuld nave to make some
painful sacrifices. But Hungary would get help, through the
IMF, the European Community, the EBRD and our Know-How Fund,

Fresident Goncz mused that much would depend on what
happened in the Soviet Union., He did not rule out the possibilicy
that it would disintegrate into several saparate statas,

lati on, particuarly oil

[ dy disrupted by recent political changes .
He hoped that the Soviet Union would follow Hungary's path
of democratic reform: that would stabilise matters, He would
shortly be visiting Kiev. Tha Ukraine might well become an
important future partner for Hungary. But he hoped that,
one way or the other, President Gorbachev would lead the Soviet
Union out of the present crisis and towards a plural democracy,
The Prime Minister agreed that President Gorbachev had displayed
great skill and shrewdnese, She remembered talling Russian
intellectuals in 1987 that Gorbachev would reed thair Support
in about five years time, when he would face real difficulties.
Cne reason why it was sg important that Hungary should break
through to prosperity was the encouragement thie would give
to the Soviet Union,

Fresident continued that people in Hungary were impatient
enefits of demoecracy and a market efonomy. A lot
had already changed, particularly in terms of Eweaping away

ald laws and introducing new ones. It was @ssential that
people did not come to identify democracy with unemployment

CONFIDENT L AL
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and poverly. That meant the Government did not have much
margin of error to make mistakes.

The President refarred briafly to the visit teo the United
dtates from which he had just returned and which had made
him feel more coptimistic - as indeed had hiz meeting with
the Prime Minister. One needed raeqular contacts to renew
one's spirits, The Prime Minister thanked the President for
his kindness to the Prince and Princess of Wales during their
visit to Hungary.

wan e
e

Stephen wWall, KSq. ,
Foreign and Commonwealth Office.
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PRIME MINISTER'S VISIT TO CIBA GEIGY

L. Ciba Galgy have sent us the attached briefing folders
for yourself and the Prime Minister. They contain nothing
new or additional to the briefing glready provided,

2. Yeou might like to acknowledge these, or we could do it
on your behplf.

iI;l&th4T-L?L£q_

Ian Hugheas
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Charles Powell Esg
P5/Prime Minister
10 Downing Street
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THE PRIME MINISTER'S VISIT TO SWITZERLAND ON 20 SEPTEMBER

I enclose a background brief on Switzerland's application to the
IMF, which the Prime Minister may find useful during her visit to
Switzerland tomorrow. A8 you will see, discussions of

Switzerland's application have started im Washington, so the issue
ia topical.

I am copying this letter to Paul Tucker.

T
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T TARKOWSEI
Private Secretary
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PRIME MINISTER'S VISIT TO SWITZERLAND 20 SEPTEMBER

Switzerland's application to join the IMF and World Bank

Objective

l. To emphasise UK's support for Switzerland's application to
join the IMF and the World Bank, while stressing that new
applicants have to be treated consistently.

Yery much welcome the Swiss application to join the IMF
and the World Bank, especially as Switzerland already
plays a substantial role in the international financial

system.

UK watching discussions of Switzerland's application to
the IMF with kean interest. Important +to treat new
members consistently. UE has made clear 1In those
discusgione our support for the Swiss application, with
a good deal more enthusiasm than some. The case for
consistent treatment on the size of the gquota for new
applicants and existing members 18 being made by
virtually all countries at the IMF.

wWhethar Switzerland succeeds in its aim of a seat on the
Boards of the IMF and World Bank will depend on the size
of the Swiss quota and on the attitude of those
countries, unlike the UK, which already share seats (in

a constituency) on the Boards.

Background

3. Discussions of the Swiss application to join the INMF began on
11 September, when the Membership Committea, sat up to consider
the application and report to the Fund Board, met for thea first
time, So the Swiss application is topical, and may well be raised
in Berne.
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4. When the Swies Finance Minister and President of the BSwiss
Hational Bank wvisited London in April, they saw the Prime Minister
and tha Chancallor. It was made clear that tha UE walcomed the
Bwiss application wvery much and hoped it would be brought to a
guccassful conclusion. Tha main issues to be sorted out were the

size of Bwitzerland's IMF quota and whether it would have a place

on tha Fund Board. Tha Chancellor emphasised that the UK
preferred to regard these issues ae technical guestions, rather

than political issues, to be settled by consensus in the
Fund Board.

i The United Eingdom was an observer at the meeting of the
Meambership Committee on 11 September. (The Managing Director of
the IMF decides the membership of such committeest the UK chalred
the Membership Committee [or Czechoslovakla and was a member of
the recent Bulgarian and Namibian Committees.)

6. At the Membership Committee, the UE Executive Director
reliterated that the UK welcomead the Swise application and the UK's
traditional position that naw members should be treated
consistently. On a couple of issues - tha treatment of gold
trangactions and banking interest - he supported the Fund staff's
proposal to treat Switzerland in the same way AS the
United Eingdom. He sympathised with Switzerland's argument that
indicators of a country's rola in the international financial
world should play a bigger part in the calculation of guotas. Such
4 change in the rules, if made, would need to apply to all
countries: and in practice work by the Fand staff had indicated
that the practical sffect of using such indicators was likely to
ba =small. Most other directors (apart from the French who are
gponsoring SWwiss membearship) took a very similar line.

7. Spain have taken a keen interest in the size of Switzerland's
quota. They are concerned that Switzerland should not be given
more favourable treatment than themselves, The Chancellor has
emphasised that it is important mnot to alienate Spain in this
context, following their helpful intervention at Ecofin on EKU.
If Switzerland were given a guota as high as the SDR 2.1 billion
they have asked for,; that would be cwver 60 per cent higher than
the Spanish guota, though Switzerland's economy is roughly half
the size of Spain‘s.
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a. The 6&wiss continue to lobby. They have made contacte at
offiecial level in Washington and London. In speaking to us they

have a tendency to put a somewhat pessimistic construction on the

UK"s statements on their applicaetion. Officials have reminded
them of the welcome given by Ministers to the Swiss application,
and the technical considerations that are applied to every
application for membership to the IMF. The Governor of the
Bank of England is dua to see tha Swiss Finance Minister during
the Annual Mestings of the IMF and the World Bank.
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PRIVATE SECRETARY

Mr Ingham

MAJOR BRITISH CONTRACTS

Two major dedls were finalised on 18 September which the
e Minister could mention at the press conference as evidence
rowlng British invelvement in Hungarian egobnomic re-structuring,

vl
Pri
of

m
g

Ganz Hunslet

e

2. Thiz is the largest UEK/Bungarian joint venture and will be
vizited by Mr Thatcher., The deal 13 a 80w order by Hungarian
railways for 1991.  All the units will be made in Hungary, but
the shape and interior are UE=designed, wlth some UK supplies

(eg seating). In addition ©™ I1TZ high value, the order will alsoc
introduce British design and standards into the Hungarian

railway system.

ICL

3 ‘The lpoal TICL office has sipned . a £1.7Tm contrack to provids
HUNGAROCAMION (the second largest lorr§ ITeet operabor in Europe)
with a computarised flest management system.

e ———

Mo Bl

18 September 1990 J A Birch
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FROM EGM@ FOR COI RADIO TECHNICAL SERVICES

TRANECRIPT OF PRESS CONFERENCE
GIVEN BY THE PRIME MINISTER, MRE THATCHER,
IN BRATISLAYA,

ON TUESDAY, 18 SEPTEMBER 1930

PRIME MINISTER:

Ladies and Geantlamen, First, as thie is my last press
confarence in Czechoglovakia, I would 1ike to say thank vou for the
vary kind welcome I have received and for the genercus hospitaiity
on the part of beth government and pecple. Thank you very much,

Thesa peopleas have won their great battle for freedom
brilliantly, couragecusly and decieively. They now wieh to have the
aconomic back-up for freedom, which of course iz a market economy,
they know what they want to do but not yet guite how to do it.

They wigh to have training for their young pecple both in the
latest technological industries and in management. That we can
provide through the British Council, in our technical colleges and
universities.

In addition to the group of British people who are hers to
advise on privatisation, the governments here would like to have a
group of entreprensurs to show tham how to do things our way and
possibly to start up in both parts of Czechoslovakia. That wWe can
arranga for them to coma and to see vou.

Thare area, I think, thres poaints to be mada in gsaing the way
ahead. First, on the side of the economy, 18 to join the IMF and

the World Bank, which is how the Western economy works, soc that
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Czechoslovakia can have the benefit of their advice, and that I
understand is baing dona.

Becond, as you are now a democracy, to bacome a member of the
Council of Europe, which is the 17 countries of Europe whoae
condition of membarship in the Courncil i&8 that sach is a democracy,
and that will be open to you te join very soon.

And third, 1n negotiating an Asscciation Agreement with the
Eurcpean Community, I hope you will make it clear to them, and they
wWill make it clear te you, that full membership is cpen whan the
necessary esconomic changas have occurred. That way, you becoma a
member of a larger grouping of nations, each with democratic ideals
and a free market sconomy, but each retaining its own culture which
18 vital for ite national character and for the varfety which is
eggentially Eurcpean.

Finally, now wa no longer speak in the language of East and
West Europe, but in the language of demccratic Europe and the wider
Eurcpe, this part of the world has once again become tha centre of
Efurcpean activities and should regain ite rightful place in that
role which 1t has carried out through the ages. §0 you are no
longar on the fringes, but back in the centra,

I wish your politicians and people well in all thair

endeavours .,
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(QUESTIONS AND ANSWERS)

QUESTION (Czachoslovak TV):

Mre Prime Minister, what do you think are the main reasons
of national problems in Eastern European countries, do you think
they can threaten the new democcracies in this region, and also the

relations with Western countries?

PRIME MINISTER:

Tha main problem is that they have been under the communigt
system which snuffs out all individuality, all enterprise, a1l
initiative, all sense of personal respongibility. A1l of these
things have to be regained, which means an eanormous change 1in
attitude in a short time. They can be regained and if you come to
us we can show you that 1t works. I bBeliavas that in my remarks I

indicated the way ahead for tha relationship with tha West,

WUESTION::
We know that in Europe the feelings for the welicome for the
reunification of Germany 1s also accompanied by fears of the

pelitical and economic powers of a reunited Germany, what igs your

opinien of this problem?

PRIME MINISTER:

I think of course there is a certain amount of appraheansion
becuuse whereas before unification thers weres four main nations of
approximately the same size, in future thers will te one that is
very much bigger than the othars and one with a very powerful

industrial base.




IB-ZEP=-1888 . 21:31 Gallagher 2491 413531

*

. PRIME MINISTER - BRATISLAVA - PC - 18 SEPTEMBER 1990

= o =
Nevertheless, it is up to us, I think, to see that Europe
with all 1ts ideals and its idea of a single market workas and I
believe we shall be able to do that. After all, we ourselves are
not without {influence, nor is France, nor Spain, nor the other

countries in Eurcpean matters, and we are guite ready to speak up.

QUESTION:

Will the rapid integration of Czechoslovakia into the Common
Market, as you have suggested, prevent some pacple 1in America and
aven some in Europe from thinking that Czechoelovakia should sarve

as a kind of buffer zone between East and Wegt?

PRIME MINISTER:

First, I do not think that the integration inte the Commun ity
will be very rapid because it wil] depend upon your coming to a full
market aconomy and you are very well aware of the difficulties of
that. But it can be achieved, but 1t will not be a vary quick
procass .,

wWhen you start to talk of buffer Zones, you ara really
talking in defence terms, rather more in democratic terms. I think
in defence terms, NATO is our dafence organisation and the wider
political organisation, new that the Soviet Unien 1is coming to
democracy, is the organisation, the CSCE, otherwige knrown as the
Helsinki Accords, we shall use both. But 1t would be up to

Czechoslovakia to decide whether she wanted to Jjoin when the

economic conditionas wars fulfilled.
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QUESTION:

I would l1ke to know 1f the opinion expressed by your former
Minister, Mr Ridley, concarning the unification of Germany was an
isolated opinfon or whether this opinion has m broadar support in

Great Britain?

FRIME MIMNISTER:

I have expressed the opinien, which I think would find
support amcng our people. Unification of Germany is going to taks
place, Germany has been and will continue to be a loyval member of
NATO and a full member of the Eurcpaan Community, and as I have
indicated, thera are many of the rest of us in the Eurcpean

Community who can also make our fealings felt and our voices heard.

Finally, can I thank our brilliant and patient interpreter.

(END OF TRANSCRIPT)

roraL P12
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Tase  ORAN,

PRIME MINTSTER'S MEETING WITH PRESIDENT HAVEL
OF CEECHOSLOVAEIA

The Prime Minister had a meeting this afternocon in Prazsky
Hrad Castle in Prague with President Havel. The President was
accompanied by a large team including Prime Minister Calfa,
Foreign Minister Dienstbier, the Head of his Private Office,
Prince Schwarzenberg, his Forelgn Policy Adviser Mr. Vondra, the
Czechoslovak Ambassador in London, the Prime Ministcer's
Diplomatic Adviser, Mr, Vosicky, the President's spokesman
Mr. Zantovsky and Mr. Vanicek of the Foreign Ministry. HMA
Prague was also present.

The Prime Minister said it was marvellous to be in
Czechoslovakla at last. She had not been willing to come under
the former regime. Seée had in any case always felt rather
diffident about a visit because of Munich. But after President
Havel's visit te Britain earlier this wyear, she had felt the way
was open. She looked forward to hearing about the political
gituation in Czechoslovakia and progress with economic reform.
She would also be interested to know how President Havel saw the
future of Eurcpe and czaechoslovakia's role in it. Her own view
was that the Eurcpean Commpunity should make a declaration that
it was ready to cffer membership to the Eastern European
countries as soon as they were politically and economically ready
for it. She would alsc be interestéed to continue the discussion
they had started in London about Burcpe's future security
arrangements. ©On the bilateral front, she wished to tell the
President that we would be abeolishing visas for Czechoslovakia
from 1 October. She would also ask for his help in securing a
frequency for the BBC World Service to re-broadcast their output.

President Havel sald he very much welcomed the news about
the visas and hoped the Prime Minister would announce it at her
Press Conference. He would be seeing the Director of the
Czechoslovak Radic the following day and would raise the guestion
of freguencies wWith them. The BBC was the best Known
broadcasting institution in the world and he had been a regular
listener for many years: indeed it had often been his main source
of information about what was going on in the world. Radio Free
Europe had already been granted a fregquency, no doubt because
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they had been more aggresive in pressing their reguest than had
the BBC.

precident Havel continued that the Prime Minister would no
doubt discuss economic matters with Prime Minister Calfa, so he
woiild comment on them only briefly. ' The Czechoslovak Govearnment
had reflected carefully over several menths before taking its
decision about future economic policy. Perhaps they had taken
tos leng. But the phase of thinking was over and they were now
going into action. The first step was the privatisation of small
husiness. Thereafter they would be moving to convartibility of
the currency and then privatisation of large-scale industry. ALl
these steps needed numerous laws. The resistance of the cld
ecoromic structures had proved rather stronger than expected: but
that only made him more determined that the Government should go
ahead vigorously.

President Havel said that the main political task was to
work out the balance of power between the Federation and the two
Republics. This would not be painless: but egually it would not
be as bad as it might lock from outside. The glovak pecple wWere
locking for a democratic and legal expression of their national
jdentity for the firet time in their history. A way must be
found to accommodate them. More generally, the task was to build
a stable political spectrum, streching from right to left. This
was still only in its early stages, which was why there had to be
new elections in two years time.

Turning te Europe, President Havel sald that he made a
distincticn between three types of European structures. The
first type consisted of the institutions which had proved
themselves and should be preserved, while opening themselves to
Eastern Eurcpe. In this context, rzachoslovakia was particularly
grateful for what the Prime Minister had sald about the Eurcpean
Community in her Aspen speech, which he had read and admired.
HATO was one of the institutiens which had proved successful,
saving Western Europe from the toralitarian system. He did not
propose that it should be digolved: he saw it as a pillar of
Eurcpe's future security structure. But it would also have to
change, not least because it was loeing its adversary.

The seccnd type of institution was those which were cut of
dare and had lost their purpose. The best example was the
Warsaw Pact. The members were working ocut a peaceful self-
liguidation of the Pact, indeed the process had already started.
But they did not wish to hurt the prestige of the Soviet Union:
and he had received a letter from President corbachev thanking
nim for allowing the procress of liquidation to be carried out
with dignity. The members should not just bail out:
they should transform the structure into something slse. The
Political Consultative Committee of the Warsaw Pact would meet in
November: and it would probably be possible to announce further
important steps towards liguidaticn of the military structure of
the Pact by the time of the CSCE Summit. r -

President Havel continued that the third type of
institution was those which needed Lo be developed for the
future. Principal among these was the C3CE. Czechoslovakia
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wished to see it institutionalised and would like to host a
political secretariat. In the same class were various regional
groupings like the pentagonale. All this fitted his picture of a
united Europe of states and nations living in friendship. 1In
this context, President Mitterrand's idea of a Eurcpean
Confederation was of interest. But much more relevant was the
Prime Minister's proposal for a European Magna Carta, setting out
the rights and duties of European citizens. This would be an
excellent cornerstone for the future Eurcpean order.

Turning finally to bilateral issues, President Havel said
that privatisation was of major importance to Czechoslovakia as a
step towards creating a market economy. He was grateful for the
assistance which Britain was gilving. ©Other forms of help would
be welcome, in particular a stabilisation fund to be financed by
the EBEuropean Community and the United States. He was
particularly pleased with the advance of cultural relations and
the decision to re-open the British Council in Prague and in
Bratislava. He weuld also give his support to a freguency for
the BBC World Service, because he believed in promoting cultural
and information contacts of every kind.

The Prime Minister said she would like to comment briefly
on all these points. Cgechoslovakla was embarking ofone of chg —
most awesome tasks imaginable: a transformation from the
Communist structure to that of a free society. There was a
general expectation that this would be easier for Czechoslovakia
than for most other Eastern Eurcpean countries, because
Czechoslovakia had experience of a market economy in the past and
people who could revive it. President Havel commented that
unfortunately earlier legal structures had been overrun by
centralisation. But there was great creative potential among
Czechoslovakia's people, and those who were returning from exile
abroad. The Prime Minister said that privatisation was not
something which could be introduced guickly. It needed a
structure of law and rights, otherwise you would not persuade
pecple to invest.

Moving on to political developments, the Prime Minister
said she had one piece of advice and that was not to let the
centre fragment. A plethora of small parties was not the recipe
for getting things done. It meant coalitions and delay rather
than decisions: and Czechoslovakia needed clear decisions.

Turning to Europe, the Prime Minister said she felt very
strongly that the Association Agreements which the Eurcpean
Community offered to Eastern Europe must carry with them the
implication that full membership would be available as soon as
the structure of political and economic liberty was in place.

She would do her best to ensure that this position was adopted by
the Community as a whole. She hoped we could aveid toc tight a
Community. If the Eurcpean Community became inward-looking, 1t
would lead to the world breaking up into bloce. S5he agreed with
the President that we must keep NATO, not least because it was
the institution which held together the United States and Burope.
Increasingly NATO would have toc be ready to defend free world
interests outside Eurcpe. We gtill did not know for sure what
would happen in the Soviet Union. And we faced a world in which
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more and more countries were likely to obtain nuclear weapons and
the means to deliver them. So 1t was important to stay strong in
defence. She also agreed with the President on the nesd to
extend the CSCE's political role. EBhe had proposed that there
should be twice-yearly meeting=s of Forelign Ministers. We would
be very happy to zee Prague as one of the seats of the CSCE
institution.

The Prime Minlster said that, in bllateral relations, we
would gladly do as much as we could to help Czecheslovakia,
through the Enow How Fund and with exchanges.

The Prime Minister said there were bound to be guestions at
the press conference about the Gulf. She and the President
should say that they both stood fully by the United Nations
Resclutions. President Havel said there was no difference
betwean the British and Czecho=lovak po=sition on the Gulf -
except that Czechoslovakia had no fleset. But they had offered to
sand a f£ield hospital.

Presidaent PFavel said that he very much enjoved hearing the
Frime Minlster's views in a face-to-face meeting: they came over
vary clearly, whereas the Press sometimes distort them.

I am copving this letter te John Gleve (HM Treasury), Simon

Webh [(Ministry of Defence), Martin Stanlev (Department of Trade
and Industry) and Sonia Phippard (Cabinet Office).

Stephen Wall, Esg.,
Foreign and Commonwealth Office
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10 DOWNING STREET

LONDON SWI1A ZAA
Frong the Privte Secratary

17 September, 1990.

L \YPURE AT

PRIME MINISTER'S MEETING WITH THE PRIME MINISTER OF THE CZECH
REPUBLIC AND THE CHAIRMAN OF THE CZECH NATIONAL COUNCIL

The Prime Minister had a talk this morning with Mr. Petr
Pithart, Prime Minister of the Czech Republic, and Mrs. Dagmar
Buresova, Chairman of the Czech Natlenal Council. Mrs. Buresova
did most of the talking.

Mrs. Buresova gave an account of the work of the Czech
National Assembly. She believed they had a lot to learn from the
British Parliament. Thelir aim was to create a State governed DYy
tha rule of law. It was a complex task, because three
Constituticns were being prepared simultaneously in
Czechoglovakia. They had been greatly inspired by the Prime
Minister's proposal in her ASPEN speech for a Burcopean Magna
Carta. They were preparing a Declaration of Human Rights, which
would be the basis for all three Constitutions. Another major
plank in their pregramme was extensive de-centralisaticn. New
local government laws were being enacted, and there would be
lecal elections on 24 November. All this went hand in hand with
privatisation, where again they had a lot to learn from the
British experience,

The Prime Minister commented on the enormous change which
Czechoslovakia was geoing through in a very compressed timescale.
the would be very pleased if Mrs. Buresova and Mr. Pithart were
ta vigit Britain to see something of our experience. Had they
decided on the distribution of power between the Federal
Government and the two Hepublics? Mr. Pithart said that the
basic principles had been agreed, but there was a lot of argument
about the details. The Prime Minister commented that the
experience of demccracy was heady. But the time came when you
had to take decisions, otherwise you could go on arguing
interminably. Mrs. Buresova said this was precisely the problem.
Civie Forum needed to intrcduce structures, discipline and
internal organisation. The Prime Minister spoke of the need to
use freedom positively. Democracy did not mean that people no
longer had to be given a lead. Mrs. Buresovasova sald she hoped
the Prime Minister would get over this message to Czechoslovakian
Members of Parliament. After forty vears of totalitarian rule,
people did not like being guided., They thought in terms of
direct democracy. The Prime Minister recalled that she had heard
something similar from the new Mayor of Moscow, who had told her
that pecple nc longer reccgnised any authority.
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Mr. Plthart recalled that the present Parliament was only a
Constituent Assembly, and there would be further elections within
two years. He was not convinced that the electoral system chosen
for the first elections was a good one. It would be bhetter to go
for something similar to the British method. The Prime Minister
asked what the blggest practical preoblems facing Czechoslovakia
were., She had heard that life expectancy was actually falling.
Mrs. Buresova sald that environmental problems were certainly
very high on the list. President Havel had put it well when he
said that the present generation were living at the expense of
the future. The previous regime had given no importance to
individuals. The Prime Minister said that Czechoslovakia could
take heart from being very much further advanced than tha Soviet
Union. It would make Mr. Gorbachev's task easier if
Czechoslovakia could show that democracy and a market economy
worked. He would then be able to point to it as an example of
what could be done.

I am panding ¢coples of this letter to Simon Webb (Minlistrcy
of Defence) and Sonia Phippard (Cabinet Qffice).

j‘-'.hw NS

s

C.D. POWELL

Stephen Wall, Bsg., _
Foreign and Commonwealth Cffice,
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MEBTING FEeefD

10 DOWNING STREET

LONDON SWIA ZAA
17 Septembexr 1950

Frowm the Private Secretary

Vap Saflen,

PRIME MINISTER'S MEETING WITH THE CZECHOESLOVAK
PRIME MINISTER

The Prime Minister had a brief meeting with the Czechoslovak
Prime Minister this afternocon, following her talk with President
Havel, Mr Calfa was accompanied by the Czechoslovak Ambassador
and a2 number of officials. The accoustics were not very good and
I could not pick up the whole of the conversation, which was
anyway fairly desultory. But I have attempted to summarise the

main points.

Tha conversation was mestly concerned with Czechoslovakia's
economic difficulties. Mr Calfa said there were no great
problems yvet with unemployment, but it would certalnly rise Dy
the turn of the year, and might reach one million. In his
management of the Czechoslovak economy, his aim was to achieve a
goft landing. It was important to be realistic about the speed
of economic change. The Prime Minister commented that 1t was
usually better not to drag out the hardship. She thought Poland
was a good example of rapid and determined action. The
Government must explain what it was doing and why it was
necessary: people would then respond.

The Prime Minister asked whether the division of power
between the regions and the centre had yet been settled.
Mr Calfa commented that there was scope for conflict over this,
but he thought the issue could be kept under controel. The
differences were not sc much over policy,; but because sach of the
Republics wanted to take their decisions autonomously. The Prime
Mini=ter asked to what extent naticonalism was a factor. MMr Calfa
gsaid there was a Slovak Nationalist Party, but it did rnot have
much support. The Prime Minister commented that it was always
difficult to decide what should ke the unit to which the
principle of self-determination applied.

Mr Calfa lamented the lack of interest by British firms in
joint ventures in Czechoslovakia. Thelr performance compared

badly with companies from Germany, Italy and France. Very
favourable terms were available for such joint ventures; —

including ten year tax holidays.
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Mr Calfa raised a problem over Czechoslovakia's relations
with the Buropean Community. The Commission had said that the
United Kingdom was proving an obstacle to tariff reductions for
Czechoslovakia, by trying to link them with negotiations on the
BRssoclation Agreement. Alll Czechoslovakia was seekling was the
same treatment as provided for Poland and Hungary since the
beginning of the year. The Ambassador exXplalned we were not 1n
any way opposed to Czechoslovakia receiving the same treatment:
the only guestion was the method by which it was to ba achleved.

I am copving this letter te Martin Stanley (Department of
Trade and Industrv) and to Sonla Phippard (Cabinet Office).

TN

—

CHARLES FPOWELL

J 5 Wall Esq
Foreign and Commonwealth Offica

CONFIDENTIAL










HAYVELVWPRIME MIMNI STER




' MH HAVEL\PHIME MINISTER










e o




MR HAVEL\PRIMF MINISTER PRAGLIF SPEECH

._H

Fortunate
can hRold ol Ty ki

DoOINLE mor

rama i fiod

Fruamar

standy

o

Codr

neadaqiis

Varaz

whio

S oanin

I Fn
i 7 e

Concreti




MR HAVEL\PRIME MINISTER - PRAGUE SFEECH - 17 SEPTEMBER 1990
I am happy Lo Do abis Bo i
has alrezdy put

record ani aal

Taws or

but [T

the fusure
CEROr L i L
make L o
Britien
Trdusty

of whe

EFE’EI'IF.'.- FROM Ra9) 41043




MR HAVEL\PRIME MINISTER - PRAGUE - SPEECH

SOrL of carnerstorna 1

17 SEPTEMBER 1540

I

interast Lhat wa

of the =an

thrag o
are

gUaran Lgs




MR HAVEL\PRIME MINISTER - PRAGUE SPEECH - 17 SEPIEMBER

y
-Jl' 5 =

PRIME MINTSTFR-
Hi

that wonda

sheaking

L]
-

represent
the Cro-

1 Tth

a great
into
this «
Mr Priog
Way .

=T RN E

2314 LI

ST

Fres:
DeCaws
CZach:

Czacho

Iiﬁgug::pu-:.y gihaT




1'- i
'w.n HAVEL \PRIME MINISTER - PRAGUE - SPECCH - 17 SERTEMEEE (990

This has bee
Fall of oo
bean i1iwe
athemosie
MG
By Foroo

LrvEN A










gl R = e R A L e
— = L

21N







{
k
¢
!
1
3










T==tr=r
Y
f=l










PRAGUE




.I'I-_-'Juﬂ MIMISTER/ME HAVE] " “HRAGLE




























IOINT B - PRAGUE SEPTEMBER




.PH‘IHE MINISTER/MR HAVEL JOINT PO - PRAGUE 17 SEPTEMBER 1990




PRIME MINISTER/MR HAVEL OINT G FRAGUE I SEPTEMBER | S9U




'HIME MINISTER/MR HAVE.L JOIMNT - SEFTEMBEL 199

R

LEIVED FROI




PRIME MINISTER/ME HAVE! JOINT PO PRARUE 17 SEPTEMBER 1990

iSTnesaman, betwaasn o srgaEniesat | Ols

CATUTILET T T T W

“iilUED FROR @6%. 419671




5 WHIME MINTSTER /MR HAVEI INTHNT & RARIE ERTENRER aan

! '!"'.l:1 boLh Europae and 8

EELUED FROW Bedi




FRIMC MINISTER/MF HAVE! JOINT P ! SEPTEMBEH 194

% W

iRamEeEmy |

IFODEan Coynmur s ] what

e O s 1 ) . - T
socialist coupnt
COmmuUnITCat
sesondly
delesation,

T .gr' =1 T
ArenLerk:d 11

D reDEr &y

PRIME MINISTER

oInmia Tt
Lhe wider
I’_l.r-fp:..g.q.

Trig o

RECE IUED FRO¥




FHIML MINISTER/Mi HAVE] PRAGUE SEPTEMBER 1951




‘F-HHE MINTSTER /MR HAVE] HOTMNT PHRAGUF I SEFTEMBER |9390




PRIME MINISTER/MR HAVEL HOINT PG SRAGLUE I SEFTEMBER | 349U




.I.hrm WANESTERFMA HAVEL - JOINT P PRAGUI SEPTEMBE: 199

i




PR
o
I.
= MI
HIS
STER
SR
HAV
El
JOTNT P
e
PR
AL
e
-
7 SEP
TE
MEA
ER
198
240

=T
BEEE
=1
L=




L MIME MIMTETFR/MR HAVEI ICINT PO NMRAGLIE T SEPTEMRFR 4990

LEIMEDR FROR




PHIME MINISTER/MF HAVE JOINT P PRAGLE SEPTEMBEN 1991

SCHTE N 7

seoornd 1

Direarad wat

FREIME MIMISTER

LFE rEF
rllj'-_‘J.r_II'._'-::a-- ks

Tilrea o I IR B

EECEIVED FRO

[ V-




FRIME MINISTER/MR HAVEL JOLNT Py TRAGULE 7 SEPTEMBER 1990

ot i bar Ly
MeFL s [ =

Bl o 1

eses LT




o it

‘UHE MINISTER/MR HAVEL

Y

FRIME MINIS|EH
Fregidenst has

b Fiie

Uil bed MNaLtiIone

i

D 1L | Yy

il
L

rFrestorg

maEanL roned ,

Bt FeT.&r Y
BUre that

Revnolds




‘HIHE MINISTER/MR HAVEL JOINT PC PRAGUE 17 SEPTEMBER 19330
.,

FRIME MINISTER:
In ordar to S DD |

Lheir Residences were gttachked b

GUESTINN

20 you think that the news dems
Lzechos Fovakia - will enter Lirve new Europco
anT coordinate their elloris or wouid

us separately?

PRIME MIMNISIER
Li 1 ik

EEpErate iy 1T 18 a Quest

gtructure of The Europes O MATIED

Treedom apd that 13 what ali Lhe

And also it Has ©c

Community. S0 the

I TEgulre QLT

the

CLimg ,
i Wwigh MG pope Lhat

G ppgaible, 18] £ L et
of enormous magnitude.
ngead 1L fas oL, To go 1rom &ty el LI s
diclat ofF the state was aver ¢vLr
JUR L ary or |aw Tto which DEgp |

regrasssdg . LITgra wWas no Siruc e ld




FRIME MINIESTER/MR HAVEL JOINT PC PRAGUE - 17 SEPTEMBER 1930
11
no structure of banks as we understand 1+
18 thara from other countriaz =a
Bt vou know 1t dpes take 3 ¥ime 1 1t e
AL I Ls ANt custoum
P EWCE YOU WT | do 1T oas gu Y AR DosgSibh e arg
1t does mean that by far the areatar part of yvour industry wi
Lo Be privatized eo that we have fFair oMbt on Il am sure yYou
Will go about it with a will, T am Bure that Czechoslovakia prubab
has & better chance than zsome ~ther Guntries because thare wi
peapte here who remember and who Know what
COommUuniam came ¥ 81T

w11l be ready

CHIEST T M -

Can I ask you both whathar you ERink Crech

take =2imilar BCE1o0n to Britair and ck ot some ~agi

and Preaident Havel, how confident are i Lhat

Lrocps out of Crachoslovakia paasatiylily and on Eime

MR MAVE] -

g for tha first auegsticn. rignt oW 1 cannol give you 3
ANswWer Decauze 1t doss not depend only on mMe: DuUL 11 seems

FAact 18 avolving in that d1ract 1on

For yvour second gusstion. T fRink that the 2o
Teaving without havihng fto be forced. so we made =a1i
Lime. wa adopted a3 schedule of departura and except for
dizputes about the darnomr the.

21 pUYTAdiASa or land. Lhe other things i ThT1nRE

proplaems in the LTmatalils the timetable has el abse

BECELUVED FRUM D451

_—.._




i ‘QIHE MINISTER/MR HAVEL JOINT PC - PRAGUE - 17 SEPTEMBER 1990
Mo

|2

Soviet party.

GUESTICN -

In szevaral ; e
g1tuation s deteriorating rapidiy M BOme F Lhem e an
Ciechoslovakia, but in a majoritv of East Eurcpean countr ies Lhare
is a very real threat of sccial and palitical unreast Would vou
uhder any circumstances consider a partial cancellation of the dabifs
notably of Poland and Yugeoslavia, a majority of which were led bv

govarnmentes and not by private banks?

PRIME MINLSTER:

I tThink thera 18 b
tatally centrally-controlled economy where thara i i
whatgsoever on the part of mandcement ~Ff Lor 1es T
In which sach anLeaFrpris 12 frae=atanding and make-
dacisions under the structure of combany | aw.

Quite apart from the company law structyure.
snough problem on T t takes guits soma Lime f
train to make their owhn decisionz and take reasponstb
and Tor pegple who work for thet sntaruories o tako
different attitude from that whnich they have taken when 1
e hands of the state Algo vou will find that “requ
employerd far Loo many pesople for ar entarprize 0 Re aff -
Again 1t takes Lima to get them re-amploved alsawhers and Lo
50 there are bound to be a good many problems changing ove;
ot to the other

Mow when 1t comes to debt. we do our reschetul

aliterationas that we make 1n that., as vou Know. through the

iE:E:l'E':- FECH 24%1 4L0




\’PEIHE MINISTER/MR HAVEL JOINT P PRAGLIE EERTEMBER 199

k|
Club so0 we Woulg nave to de 1t together Wi

Lima at the position and fno doubt Will bBa Toak:

UHESTION ;

Frimea Minister, during +tho Fal
relentless ati{tude Wasz a great syucooae lodayY Grapgt Brites
the UniLed Seatas Are again the Firpt strapath of +
Bgainst Saddam Hussein's agaression, T am interestaed
coancerning this agaresssion pgpastally im tha
events, for instance what happensd st the Pekae
political sulution N " e
PRIME MINISTER

It is perfactly le B e T T
succeed nor ¢ E AP aggrassor
ntarnational law mgain, thers will only ko
4nd rio smali gtates would ever fas safe., Fortursts
al a time when Lhe Five FPermanent Mambars sF Fha Chesi=ngm g 4
the Soviet Union, China. the Un tad S+apa -
= Bre able to act together und
majoritv., of the Sacurity LOiNGT T with Eham

that the resclutitns of the Unitad Natione wili be upheln

RUESTION (voa

Frime Ministar Iatg |last wasr Fhe War=s,
apologised for 1t= invasion TR 1960 f OracihmeE e
concaivable that Britain. with ~r W

O] Riee 2O logiss For 1 L= "']"‘1 N ke Hl e --"T_I-"‘I: mF g

Naville Chamberiain 5 Tnsens tive commants about Ozechos |-




IME MINLISTER/MR HAYEL JOINT PC PRAGUE 17 SEPTEMBER 13390
by o 14
FRIME MINISTER
L did 80 at a dinner which President Have! at
HoORning strealt as our gusst of honour when he 12 AR

shall repeat what 1 =sajd vomo: row

WUEST 10N ;

Mre Thatcher, I have Just one QUBSTION e
Lravel Letween Britain ang Czechus o ik T s =¥
come 1nto effect on | Ootober Lnis year, can ¥y
had been reluctant for such a LG Lime Lo agree
Rotwaern Tha $we cCoulbrico
sUropear LOWnEr 1as

LZBCROSs iovar i1a long pefor

PRIME MINISTEH:

d HE CEQITy

wholl. new regime, a greal ey s

BUrG ¥au ERink 1t right Lhat

SUNEY wWe wel'sd nul apie

GUESTIUN urechoslovak Hows
24 T 0EML M
Lain and
CErLantn sooLo
armary , did you ment i
YO COMG Lo 8 QGO iew oolice]

German i e CaLi1on 1IN Eur upe s




I ‘Hl‘-"‘li:' MINISTER/MR HAVE! JOIN| PL PRAGUE I/ SBEPTEMBER 199(
!

o 15

MR HAVEL:
We DEsG ingiy mentiorred This BEubDIect slgo,

I have =zayd FEpeateadly, Ef tHe reunified Garmamy

BlaLe ‘and continues

bR, Maturally, Uhe ened os L@ ! I i vl fig i

From Germany and W | = i - il & i ¥ o =TT AR £

TRILRLLY o anyono, we nave gol bad QEpRFIgnce WithE Lhat

FRaFma | COHipET v CORQILIons are amer ging T
Neveltheless, 1t seamns Lhat whiie decidino

IESPACLIVEe commissions should O ide and cotitemplale

Should Lake das ane - LT - The d

g 1mens

FEldlfished 1n

Fai' s &O Lhat

u‘.‘-’“ﬁ‘ldi:}ll. H 2 SiEme

PRIME MINISTER:

Can I Just ada br et ¥ . fie Fau
Or o wtober., A& vary iMROrL4nt thing was
Germany ahould e o il i |
SOV I8t Unton Has agread to ot diffd | 120 Lhat the unifiad AT
=L R T mgmber of the Eui RN Lommun Ly S at whaen Fac 2B ML v
JOMrig West Gearmany =fe sutomatical LhE O M I (Te
CUrapSan Compmurnt T
MM T Liansititianal A rangamant: IR
sbv1ous iy because har rrdustry 18 0 & very diriferant
Bul &hie wil] plug,

date

LRIkl 1

IECETUED FREDON

Lt




‘x" .HHE MINISTER/MR HAVEL JOINT PO 17 SEPTEMBER 18980
. -

coenlract laws, her banking |aw

L

But. we are having to negotiate transitions

0 and o DUrse ane of the mogt
be to ensure that East German, COMme E R
environmenlal mattars becauca am afraid she has
pol Tutiyon whish wa fsuld mes iecent in the Commurire
gGoing ahaad
A the third thing was o Frat B 4 3 MW Qo

LE AT
previous Foi
and we Pad to make
tnaofar

is not

DUr &g

are e ng

QUESTION (Paul W3
M s Th_i_‘!'_-"'.._.ll-,‘

could be expalled +r

(=

MIMISTER:

WE Rave Yakaom
recently. And
._'::.'.-r'_r;j.f =L -1

Europag LeCHTIAEL T 7 1

IECEIUED FROKN a&su|
[ 8




i
“-,_,.' MINISTER/MR HAVEL - JOINT PG - PRAGUE - 17

petion on various thinas., we natural

outrage of the Iragy troops goiIng

membors of the dip

QUESTIOM

[Larry
I have jus

Haval, whare T met man

theair ong

o koo intent o makar

and Mrs Thatocher

and whst t e

made”

PRIME MINISTEH-

T4 = fia
li.'!’liih-f-lc' 14

which sayvs

company have no sign Ticansce

stata’s activities and powers

rule of aw mo0 oftharw oo

* Iy o

company <hal| b= srxitsnde

politics A charnmge of A

about and 1 takss f
MR HAVEI

THimas
Tadyvidual b
{_:r'.-i

Froaaom

bacalise Tha Busifpassas

FEO® Qa3]

SEPTEMBER 1980

Iy wish to act Logether over Lhe

Fesidences of certain

iovakia, FProsidant

F17




\‘IHE MINISTER/MR HAVEL - JOINT PC
L

Heverthe less,

govarnmant nas
parsona il 1ty on
fuynchions AT

restricted vary
BConamiL
will

L

GUESTION [ F1nal

Prasident

olhar Weestern
Czachoslo
process; JAnd
How Fund red
mora haip |
ME HAVEL :

The Kn
JOBE- 2T meeal
CZeChos lovaria
swob1 18100
SELRDY 112avion O
COoOperalior
fire 1 an

Bl g w

ol
propressad Tar

immediTatal ¥

Meverthe

amplitude of

CEINED FRUFM w49l 4ifesl

Ji = {0

L&

LRE” RS WL

ma e r

I'.n,-=

14

Lhe scanar |

2A0DTed arvisages

& [
[EL RS -

part

fapt

reaform will

imz lanentad,

I 1met

=

Have

QoOYernmants

% el

ind is =4Lreme

wWe SIouid XL
1= AR L]
W

T O

E Lm0

=T '.-"'r-;

PRAGUE

— 1 SEPTEMBER 1990

R HTFCHA 15 FaTarne

StTLtainmant

“orntomp i at an and




P
L%F MINISTER/MR HAVEL - JOIMT PC — FRAGUE - 1/ SEF|EMOER 1300

19
calURtrFies ares coming with moet varied proposales and cartamniy in my
l::.nl-lﬁiﬁ:-\ e "_'-'|'-|r||__|1' ‘-i-\"ﬂ_.i R -\.||- I HE T Pk | i . =t o 1= 1 i IF

part of the pi

QUEETION ;
Firet »f al
promise thart vary soofl

Tegizlatron. thae BEC

yeara we still have s

in Engluish

GILIF ST TiM

learnira

to Enow aboud

the wvis;
posaibility
and take she
examp |4

short while

OWn i 0 [ ks

PRIME MLM |

T %

LEIVED FEOH @491 413631




k;*m{ MINISTER/MR HAVEL — JOINT PC - PRAGUE 1/ SEPTEMABER 1930

20
together you do marvel lous work. I cartainly will

Thne QLner matbter .

END OF TRANSCRIPT )

ETUED FEORN #4%]




r=

b i
HPPNAN 3PE9 CEKLNAN 5481
{CLASSIFIED
PRAGL
4 COIKF TO PRAGU
176a38Z SEP
GRS 1509

UNCLASSIFIED
FM COl1 LONDON
‘3 IMMED | ATE PRAGUE
LND RETRACT 3@
QF 170838 SEPTEMBER 98
ANE TO IMMED|ATE WO TEN

PRAGUE/CABINET OFFICE = IMMEDIATE FOR THE PRIME MINISTER AND CHIEF
PRESS SECKETARY

WO TEN = PRESS QFFICE, DUTY CLERK AND PRIME M|INISTER*S PRIVATE OFF|CE

FOLLOWING |15 LPS MEDIA SUMMARY OF RADI O AND TELEVISION NEWS
BROADCASTS ON THE EVENING OF SUNDAY 16 SEPTEMBER, AND OF FIRST
EDITIONS OF NAT|ONAL NEWSPAPERS FOR MONDAY 17 SEPTEMEER 1993.

RADIO AND TELEVISION

BBC1 TV NEWS AT 2185 BRIEFLY NOTED THE FACT THAT MRS THATCHER |5
Ok HER WAY TO CIETHUSLOVAKIA, e = Pl
ITHN NEWS AT £145 SHOWED FILM OF MRS THATCHER'S ARRIVAL IN
CZECHOSLOVAK|A, THE PRESENTER SAID SHE WAS *MOBEED EY CHEER| NG
CHOWDS*, AND REPORTER MICHAEL BRUNSON SAID THAT HISTORY WAS IN
THE MAKING TODAY, WITH MRS THATCHER BEING THE FIRST BRITISH PRIME
MINISTER TO WISIT THE COUNTRY FOR' HALF A CENTURY,

BBC RADIO 4 NEWS AT 200@ NOTED MRS THATCHER'S ARRIVAL IN PRAGUE,
ANL SAID SHE HAS GONE TO EASTERN EUROPE TO EMPHASISE THE MERITS
OF THE MARKET ECONOMY, THE REPORT ADDED THAT SHE 1S EXPECTER TO
CALL FOR COUNTRTES LIKE CZECHOSLOVAKIA TO JOIN THE EC,

PRESS COVERAGE

DAILY TELEGRAPH: A PAGE 1 REPORT BY CGEORGE JONES FROM PRAGUE SAYS
MRS THATCHER WAS GIVEN AN ENTHUSIASTIC WELCOME BY HUNDREDS OF
LLECHS IN PRAGUE LAST NIGHT WHEN SHE BECAME THE FIRST BRIT!ISH
PiIME MIN|STER TO VISIT THE COUNTRY FOR MORE THAN 5@ YEARS,. ON
ARRI VAL SHE 15 SAID TO HAVE BEEN GREETED BY PRIME MINISTER MARI|AN
CALFA AND SENIOR OFFICIALS INCLUD|ING MR DUBCEK, AND WAS GIVEN A
21-GUN SALUTE AND MILITARY WELCOME. A MORE DETAILED REPORT BY THE
SAME WRITER ON PAGE 1@ SAYS MRS THATCHER*S VISIT, TWO DAYS AFTER
ONE BY PRESIDENT MITTERRAND, 1S TIMED TO HELP BURY MEMORIES OF
THE 1938 MUNICH AGREEMENT. LIKE M MITTERRAND, HE SAYS, MRS
THATCHER WILL ADDRESS THE CZECHOSLOVAK PARL)JAMENT ON HER VIEW OF
THE FUTURE SHAPE OF EURCPE,

A RELATED ARTICLE ON PAGE 16 BY BORI| S5 JOHNSON SUGEESTE THAT
BRITAIN |S NEGLECTING ITS CHIEF ASSET IN THE FORMER EAST BLOC -
THE ENGLISH LANGUAGE = AND THAT MRS THATCHER'S LDESIRE TO WELCOME
EASTERN EUROPEAN COUNTRIES INTO THE EC SPRINGS FROM HER *ABIDI NG
DISLIKE OF MONETARY AND POLITICAL UNIDON* AND HER HOPE THAT NEW
MEMBERS FROM THE EAST WOULD SLOW IKTESRATION TO A CRAWL.

A REPORT BY FRANCIS HARRIS ON AN INTERVIEW WITH PRESIDENT

HAVEL, ON THE FACING PAGE, HEADLINED *THATCHER GOES FOR EASTERN
PROMISE’, SAYS THE PRES)DENT ACKNOWLEDGES MRS THATCHER®S

POPULARITY |N THE FORMER COMMUN|ST COUNTRIES OF CENTRAL EUROPE,

AND BEL|EVES SHE HAS GOOD ADVICE TO OFFER, ESPECIALLY ON THE

ECONOMY AND ON PRIVATISATION, 7 Einnnl CIAL
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FINANCI AL TIMES:= A PAGE 4 REPORT EBY INO DAWNAY, HEADLINEL
'THATCHER LOOKS FOR BROADER EUROPE®, SAYS THE PRIME MINISTER
ODAY BEGINS A EUROPEAN TOUR TO PROMTE HER VISION OF AN EXFANDED
‘ EMBRACI NG THE NEWLY DEMOCRATISING EAST. IT 15 SA|D THAT HER
91517 WILL SERVE TO *FLESH QUT HER VIEWS' ON THI3 BEFORE THE CSCE
MEETING |N KOVEMEER, BUT *IT |5 ALSO |INTEWNDED TO IMPROVE TRADE
AND BUSINESS LIWNKS WITH CZECHOSLOVAKIA ANL HUNGARY, AND
CONSOLIDATE CIL TIES WITH SwWlTZERLANDS.

A PAGE 1@ REPO®RT HEADED *GULF CRISIS 15 THREAT TO TAX CUIS,
THATCHER SAYS' B]YES EXTRACTS FROM AN INTERVIEW WITH THE PRIME
MINISTER, PUBLISHED IN THE NEWSPAPER 7SCOTLAND ON SUNDAY', SHE
IS SAID TO HAVE ACKNOWLEDGED THAT THE 2¢@P TARGET WAS THREATENED
BY THE COST OF BRITAIN'S MILITARY CONTRIBUTION TO THE DEFENCE OF
SAJD1 ARALB| A.

THE TIMES: A REPORT BY PHILIP WEBSTZR ON MRS THATCHER®S ARR| VAL
|N PRASUE AND ON THE PURPOSE OF HER TOUR APPEARS ON PAGE 9.

GULF CRIGIE

"IRAQ] TROOPS USE TERROR TO DRIVE OUT KUWAITIS': BEENEATH THIS
HEADL I NE, THE DAILY TELEGRAPH'S LEAD STORY SAYS MORE THAN 173¢
KUWAITIS POURED TNTC SAUDT ARAETA YESTEWRLDAY, BEARING GR|M !
TESTTFORY TU A LAFFAIGR UF FURTER, ARSON AND LOOTING BEING WAGED
By |KAQT TROOPS. THIS WAVE OF TERRUR TS SATD TO BE_AIMED AT
DRIVING THE REMAINING KUWAIT| POPULATION OUT, AND THEREEY
TIGHTENI NG TRAG’S GRIF ON THE COUNTRY, THE FRONTIER |8 SAID TO
HAVE BEEN OPENED ON SATURDAY, BUT ONLY KUWAITIS ARE BEING ALLOWED

0 CROSS. -

IRAG] LIPLOMATS MAY BE PLACED UNDER RESTRICTIONS AND REDUCED IN
NJMBER N ALL EC COUNTRIES, AS PART OF THE WEST'S REACTION

AGA| NST ZREACHES OF DIPLOMATIC IMMUNITY BY IRAQI TROOPS IN KUWAIT
LAST WEEK, ACCORD|NG TO THE LEAD STORY |N THE TIMES. THE REPORT
SAYS ITALY HAS ANNOUNCED THE EXPULSION OF ALL MILITARY STAFF FROM
THE IRAGI EMBASSY, AND RESTR|CTED THE MOVEWERT CF OTHERS, AND
FRANCE WITC PUT 29 IRAQIS ON A PLANE TO JORDAN CMLY A DAY AFTER
THEIR EXPULSION WAS ANNOUNCED EY PRESILENT MITTERRAND. THE REPORT
AUDS—FHAT—I TALY AND FRANCE ARE EXPECTED TO URGE SIMILAR ACTION

EY OTHER EC MEMBERS AT A FOREIGN MINISTER*S MEETING IN BRUSSELS
TODAY, AND WHILE MR_HURD HAS 50 FAR RESISTED CALLS FOR ACTICN
AGAINST THE IRAGI "EMBASSY IN LONDON, *...HE |8 UNDERSTOOD TO BE
WILLING TG LISTEN TO ARGUMENTS FOR A UNITED EC STAND',

UN SANCTIONSs THE TIMES REPORTS THAT THE UN SECURITY COUNCIL
YESTERDAY TOOK THE FIRST STEP TOWARDS |MPOS|KG AN AIR BLOCKADE

OF IRAQ AND AUTHOR|SING SANCTIONS AGAINST NATIONS WRTCH—WELP |RAQ
BREAK THE UB EMBARGO. IN A UNANIMOUS VWOTE, THE 15—NATION COUNCIL
|S SAID TO HAVE CONDEMKED IRAGQI RMAIDS ON DIPLOMATIT PREMIBES [N
KUWAIT, AND SAID 1T wOULD *CONSULT URGENTLY TO TAKE FURTHER
CONCRETE MEASURES®, BAGHDAD 15 SAlD TO HAVE REJECTED THE
RESOCUTTION, AND CONTIMIEDE TO DENY THAT ITS TROOPS HAD ENTERED
FRENCH AND OTHER DIPLOMATIC RES|DENCES.

SAUDI ARMED FORCES: LEAD STORIES IN THE FINANCIAL TIMES AND
GUARDI AN © N SAUD| ARABIA*S PLAN TO DOUBLE THE SIZE OF ITS
ARMED FORCES, WHILE BUYING UP TO 18.5 BILLION POUNDS WORTH OF
ﬁQUIFMEhT FROM THE_US IN A MILITARY REORGANISATION THAT 15

‘L IKELY TO UNDERM|RE 'BRITISH EFFORTS TO INCREASE ARMS SALES TO
THE KINGDOM®*, THE DEAL 1S SAID TO |INCLUDE THE PURCHASE OF
MCOONNELL DOUGLAS F15 FIGHTER AIRCRAFT IN PLACE OF A FPROVISIONAL
PLAN WITH BRITISH AEROSPACE TO BUY 48 TORNADOS.
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THE GUARDIAN LEAD STORY SAYS THE US-SauD| ARMS DEAL
THREATENS A HUGE NEW ARMS RACE |N THE MIDDLE EAST, WITH |BRAEL
EXPREES| NG ALARM AT THE IMPACT ©F THE '"BIGGEST ARMS DEAL IN

STORY™ ON THE STABILITY OF THE REGION.

BUSH ON IRAGI TV: IN A TAPED MESSAGE BROADCAST ON IRAGI TV,
PRESIDENT BUSH |5 BEPORTED TO HAVE TOLD THE 1RAQI PEOBLE THAT
THEY HAD BEEN BROUGHT TO THE BRINK OF A WAR THAT THEY COULD NOT
POSS|BLY WIN, THAT THEY HAD BEEN MISLED BY SADDAM HUSSEIN, THAT
THE CRISIS 1S ENTIRELY HIS FAULT, AND THAT THE wHOLE worrLb 1s
UNITED AGAINST HIM, i3 ot

SALUAM'S RESPONSEY SPEAKING IMMEDIATELY AFTER MR BUSH'S SPEECH

ol IRAQI TV, SALDAM HUSSEIN'S SPOKESMAN |15 SAID TO HAVE ACCUSEER
MR BUSH OF WANTING TO TAKE GVER THE WORLE, AND OF LYING WHEN HE
CLLAIMEE TO SPEAK FOR WORLED OPINIQN. HE THEN REPEATED THE IRAQI
POSITION THAT KUWAIT WAS HISTORICALLY PART OF IRAQ, AND WEULDE NQT
BE GIVEN UP.

EGYPT: REPORTS |IN MOST PAPERS FROM CAIRQ SAY EGYPT HAS BEGUN
SENDING &4 FURTHER 15,.¢8¢ TROQOPS FROM ARMOURED AND MECHANISED
BIVISIONS TG THE GULF (BRINGING THE TOTAL TO 2¢,02¢), ACCORDING
Té EGYPTIAN DEFENCE MINISTRY SOURCES.

HEATH URGES TALKS: |NTERVIEWED ON LONDON WEEKEND TELEVISION ON
SUNDAY, MR EBWARD HEATH 1S REPORTED ON PAGE 1 OF THE GUARDIAN TO
HAVE SAID THAT SADBAM HUSSEIN WAS NKOT 'A HITLER®, AND TO HAVE
URGER THE WEST TC CONSIBER AN ARAB-MED|ATED SETTLEMENT THAT WOULD
MEET LONG-STANDING |RAQ| DEMANDS IN RETURN FOR A PULL=-OUT FROM
KUWAIT. HE SUGGESTED THAT CONCESSIONS SUCH AS A PEACE CONFERENCE
ON THE PALESTINIAN |SSUE, THE HANDING @VER @F TwQ DESERTED
KUWAITI ISLANDS TO IRAGQ, OR A PACT ON BISPUTED OIL RIGHTS, MIGHT
END THE CRISIS WITHOUT SEEMING TO BEWARD SADDAM FOR [ NVABING
KUWAIT, HIS REMARKS ARE SAID TO HAVE BEEN GREETED WITH BiISMAY BY
MPS ON BOTH SIDES OF THE COMMENS = LABOUR'S FOREIGN AFFAIRS
SPOKESMAN |5 SAID TO DESCRIBER THEM AS 'MISPLACED ANB ILL-
JDGER*, (THIS IS THE LEAD ST@RY |N THE DAILY STAR, WHICH GIVES
IT THE HEABLINE *TED BACKS THE TYRANT®.)

HBAKER'S AID-RAISING TOUR: THE DAILY TELEGRAPH REPORTS THAT THE

US SECRETARY BF STATE HAS ENDED A TOUR OF WASHINGTON®S MILITARY
ALLIES WITH A *WINBFALL" @F 1.1 BILLIGN POUNES FROM WEST GERMANY,
BEINGING THE TOTAL FOR HIS 1@-DAY TRIP TG ABOUT 13 BILLIGN
POUNES,

UTHER NEWS

MOSLUW: THOUSANDS @F DEMONSTRATORS ARE REPORTED T@ HAVE MARCHED
THROUGH MGSCOW, IN THE BIGGEST POLITICAL PROTEST SINCE THE
REVOLUTICON, URGING S@VIET PRIME MINISTER NIKOLAI RYZHKQV T@
RESIGN, : ey

o —

GERMANY: A PAGE 1 REPORT |IN THE GUARBI AN SAYS MR GORBACHEV'S
ABVISER ON GERMAN AFFAIRS, NIKOLAI PORTUGALOW, HAS EXPRESSED THE
VIEW THAT A UNITED GERMANY SHOULD BECOME THE SIXTH PERMANENT
?quiﬁ,ﬂﬁ_[ﬂE UN SECURITY COUNCIL AND ASSUME-TTS WIGHTFUL PLACE

NWERLE POLITICS AS A "MOBERN BIG POWER®. THE FEDERAL F@REIGN
MINISTER, HERR GENSCHER, |5 SAID TO BE CAUTIQUS ON THIS PROPOSAL,
SAYING: "WE MUST WAIT FOR THE REACTI@N @F THE | NTERMNATIGNAL
COMMUNITY, THIS 15 N@T SOMETHI NG WE HAVE BEEN EXPECTING OR
PRESSI NG F@R OURSELVES.’
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IRAN: MUSSEIN MUSSAVIAN, HEAB OF THE IRANIAN FOREIGN MINISTRY'S
WEST EUROPEAN BEPARTMENT, |5 REPORTED TO HAVE SAID THAT NOTHING
COULE ALTER THE BEATH DECREE AGAINST MR SALMAN RUSHBIE. /Prf AcinG




~ REPLACING WELFARE STATE: A PBLICY BOOKLET RELEASER BY THE RIGHT
WING 7HN® TURNING BACK GROUP' QF 1uH? MPS (WHE ARE SAID To WANT
| NCREASE THE RABICAL CEGNTENT @8F THE NEXT CONSERVATIYE ELECTI@N
éthESTJ: SAYS THE WELFARE STATE SHOULDR BE REPLACER BY A SYSTEM
+ SBCI AL | NSURANCE RUN BY PRI VATE ABENCIESD,

ENBS
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FRIVATE SECRETARY

NEW PREMISES FOR THE BRITISH COUNCIL, BUDAPEST

1 h The Hritish Council library and of'fices are in the
Embasay building. For the past yesar the Council have Deen
loo¥ing in vain for ggparate pramlzes to purchase 3o that thay
may expand their activitiez and start direct English Language
teaching. They have had thelr eye on the East German: Cultursl
Cenfre, a fine 1920's building not far from The Embassy.

2 Tha Foreign Minlstry told me on 17 September that it had

been BEresd, gt the highest level, tThat the LCouncil cotild have

the East Cerman bujldipg. They suggested, however, that the

Prime Ministeér should, if neceszary, raise the guestion of new
premises Ffor Ehe Council with DroAnkall. "This would prompt

him foc glve the pight anaver. There could then be rid back sliding.

o)

17T September 1540 J i Blreh
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FRIME MINISTER - INTERVIEW - C4ECH NEWSPAPER - PRAGUE - 16 SEP 20

-1 -
FROM JAMES LEE FOR COI RADIO TECHNICAL SERVICES

TRANSCRIPT OF INTERVIEW
GIVEN BY IHE PRIME MINISTER, MR3. THATCHER,
IN FRAGUE,
ON SUNDAY, 16 SEPTEMBER 1930
INTERVIFWFR: ALEXANDER KRAMEER ("LIDOVE HOVINY")
B ——
INTERVIEWER:
Czechoslovakia is now in the process of constituting a
functioning democratic scciety. We are sure to encounter a number
of obstacles and rieke on our way, therefore we are grateful Lo

thogse who are willing to help us with their advice. What do you

think are the main tagks lying shead of va and which traps should

we avolid?

FRIME MINISTER:
That is a very big questicn indeed, but Czechoslovakia has
a history of knowing what froedom is like and it has a history of

-

having had a successful industyry, so you are starting from a better

adom and have fought for fracdom, you muAak Al=n

r&spﬂﬁhihilityi Having fresdom means that you do not leave

all tha decisicne to govornment but you make meme at variocuas levels
of society and that whatever your werk, you are preépacred to work
very hard and prepared to play your part in bringing akout the Kind

of apmiaky vay wyant.
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FROM JAMES LEE FOR COI RADIO TECHNICAL SERVICES

TRANSCRIPT OF INTERVIEW
GIVEN BY ''HE PRIME MINISTER, MRS. THATCHER,
IN PRAGUE,
ON SUNDAY, 16 SEPTEMBER 1990
INTERVIFWER: ALEXANDER KRAMER ("LIDOVE NOVINY")

INTERVIEWER:

Czechoslovakia is now in the process of constituting a
functioning democratic society. We are sure to encounter a number
of obstacles and rieke on our way, therefora wa are grateful Lo

those who are willing to help us with their advice. What do you

think are the main tagks lying ahead of us and which traps should

we avold?

FEIME MINISTER:

That is a very big gqueation indeed, but Czechoslovakia has
a history of knowing what froedom is like and it has a history of
having had a successful i;duatry, =0 you are starting from a better
base than some gther countries.

Let-fie say the most fundamental thing about “iberty is that
if you Accept fresmdom and have fought for froedom, You mMUAL A1
accegﬁ rnspuﬁhibility. Having freedom means that you do not leave
all fhn decisicne to government but you make some at various levels
of society and that whatever your work, you are preépaced to work

very hard and prepared to play your part in bringing about the kind

of somiatvy yau wank.
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FROM JAMES LEE FOR COI RADIO TECHNICAL SERVICES

TRANSCRIPT OF INTERVIEW
GIVEN BY YHE PRIME MINISTER, MRS. THATCHER,
IN PRAGUE,
ON SUNDAY, 16 SEPTEMBER 1990

INTERVIFWFR: ALEXANDER KRAMER ("LIDOVE NOVINY")

e T e

INTERVIEWER:

Czechoslovakia is now in the process of constituting a
functioning democratic society. We are sure to encounter a number
of obstacles and ricke on cur way, therefora wa are grateful Lo
those who are willing to help us with thair advice. What do you
think are the main tagks lying ahead of us and which traps should

4

we avold? ;

FRIME MINISTER:

That is a very big gquestion indeed, but C2echoslovakia has
a history of knowing what froedem is like and it has a history of
having had a succassful i;ﬂuatry, 50 you are starting from a better
base than some

L%Ef e say the most fundamental thing about “iberty is that

if yﬁzfiaﬂapt erdom and have fought for froodom. you muAt Alsn

reapcﬁhihility. Having freedom means that you do not leave

accep
all fhn decigione to govermment but you make meme at varicus levels
of mociety and that whatever yeur werk, you ars propaced to work
very hard and prepared to play your part in bringing abeut the kind

of seoeisty yveu wank.
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FROM JAHES LEE FOR COI RADIO TECHNICAL SERVICES

TRANSCRIPT OF INTERVIEW
GIVEN BY THE PRIME MINISTER, MRS. THATCHER,
IN PRAGUE,
ON SUNDAY, 16 SEPTEMBER 15%0
INTERVIFWER: ALEXANDER ERAMER ("LIDOVE HOVINYT™)

- — — it S
INTERVIEWER:

Czechoslovakia is now in the process of constituting a
functioning democratic society. We are sure to encounter a number
of cbstacles and rieke on our way, therefeora we are grateful Lu
those who are willing to help us with their advice. What do you
think are the main tasks lying ahead of us and which traps should

we avold?

FEIME MINISTER:

That is a very big guestion indead, but Czechoslovakia has
a history of knowing what froedom is like and it has a history of
having had s successful I;duntry. 850 you are starting from a better
base than some

La spy the most fundamental thing about “iberty is that

if you Accept ¥rendom and have fought for frocdom. vou WURL Al

accegﬁ respnﬁhihility. Having freedom means that you do not leave

all the decisione to govermment but you make some at varicus levels
ef society and that whotever yeur work, you are prépared to work
very hard and prepared to play your part in bringing abeut the kina

of seoeisty yeou want.
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FROM JAMES LEE FOR COI RADIO TECHNICAL SERVICES

TRANSCRIPT OF INTERVIEW
GIVEN BY I'HE PRIME MINISTER, MRS. THATCHER,
IN PRAGUE,
ON SUNDAY, 16 SEPTEMEER 1990
INTERVIFWER: ALEXANDER KRAMER ("LIDOVE NOVINYT)

B S ——— ———
INTERVIEWER:

Czechoslovakia is now in the process of constituting a
functioning democratic society. We are sure to encounter a number
of cbetacles and rieke on our way, therefors we are grateful Lu

those who are willing to help us with thair advice. What do you

think are the main tagks lying ahead of us and which traps should

we avold?

FRIME MINISTER:
That is a very big question indeed, but Czechoslovakia has
a history of knowing what froedom ia like and it has a history of
having had a successful i;dustry* 50 you are starting from a better

base than some |

@ say the most fundamental thing about “iberty is that
ceept fremdom and have fought for froedom, you muat alwn
accep r&spaﬂhihilig;?h Having freedom means that vou do not leave
all fh- decisione to government but you make mseme at varioug lovels
of escciety and that whatever your work, you are prepacred to work

very hard and prepared to play your part in bringing about the kind

of sesiaty you want.
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fortress-like memorial there, celebrating
the blood of the Volk. In 1945, the Poles
blew it up and bailt their own memonal,
which |5 less about Silesia than liberation
by fratemal Soviel [roops. A% usual, Sile-
sans: suffered and the ideclogy of new
masters was stamped an thelr memory,

Today, the sitvation in Upper Silesia is
nlmost the exact opposite of the 1920 and
19308, Mow it is the Poles who dominaie
the cities, who are educated, and whose
culture is imposed, and the Germans who
agee hackward and live in the villages
Whereas 50 per cent aof Polish children in
Upper Silesia fimish high school, only 12
per cent of the German descendants man-
age o do so, This is not really a matier of
discrimination and cultural oppression. It
it mainly because the e-duu-.sz CRermans,
the doctors, lawwvers. prifessors, left in
1945, The onss who r;l!:t]-zd WeEre r.l-:l;l-p‘.:
like Herr Urban’s matheér, scared peasants
who couldn’t think of leaving home, And it
15 their children who are now singing the
ald oengs agam, or leaving for Geomany
and what they hope & a better life.

The sty of the Cermans in Upper
Bilesia i of course a European sideshow,
bt there are universad bessons to be drawn,
It shows the folly of tryving to destroy the
language and customs of minonties, i the
mname of cultural nationalism, sociabist in-
ternationalism, or some u1l.:l|,1i:t|'| Reich, In
the end, such amempts always end in
revanchism, sometimes pven terrorism.
The Silesian Genmans insist on being Ger-
man becaass for oo ||.'|-:|15 ll'.rng,- were EIJD,'.h:d
to e Poles, not anly by natianality, but by
habat, custom, Bisory. A Polish politician
i Warsaw called the Silesian protlem ‘oar
‘West Bank'. That is an exagperation. But
with an cconomy in disarray, the last thing
the shaky Polish povernment wants is a
minarity problem on its disputed bosders,

It is a minonty with nothing else o be
proud of bt 115 tepuous identification with
a strong and wealthy neighbour, which
bBrought destruction in the past and cares
hitike [or them now. But their illusions: are
kept alive by the only poople from the
West who do care, the demagogues, who
build their cargers on resentment. Mayvbe
the Silesan problem will sort itself out in
timme, when things get better in Poland, and
Germany will seem less arcadian. Perhaps
Friednch Kremser i.'s-righ[ 1o faky Uhant “1if our
people were better off in Poland, they
wiolhd saom forjet that they are Germans',
Bt only if politicians from East and West
do what hosn't been done donce Fredenck
the Great, which i simply to =t them be.

A DICTIONARY
OF CANT
CONSULTATION An opportunity for
Junior ministers 1o refine and fortify
their prejudices in advance of television

debate. :
Nigel Burke

Il THE SPECTATOR 5 September 195

| things will happen to her; her pilor will
| reminid her that it 5 forbidden o take
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'INSIDE THE
CASTLE

Dominic Lawson questions
the Czechoslovak President about
capitalism and Germany

Prague |
WHEMN Mrs Thatcher hies into what is nos
called the Czech and Slovak Federal Re-
public, for her mesting on Monday with
President  Yaclay: Havel, the following

photographs over Crech air space, and that
when she landS"8he must exchange foreign
currency af the state bank at the airport,

There she will find she & forced o buy
Czech crowns at an invented rate of 30 o
the poupd, barely hall “the amount che
wonld give On ony sireel oormer in
Praguwe. She will notice that anmy small
change handed to-her will sl bear the
imprint of the hammer and sickle. She will
i lenger be rendering unio that particular
Cagsar, but | think we would all recognise
this &¢ a socialist ransaction. In fact
probably mome of these things will be
forced on Mrs Thatcher — prime miniters
are special cases — huat they will be on the
bewy of English journalists accompanying
her, unless policees have changed since last
weck when | made the same journey, to
imterview President Havel,

The politeal able-tatk in Prague is that

while the finance minister, Veclay Klas,
an unreconstructed supporter of Millon
Friedman, is aching to introduce marken
economics to the counfsy, even b inlro-
duce private sector restaurants, Presicent
Havel |s obstructing him. Havel himseli
seemed almost afronted when T put this —
hardly controverial — point to him

“That is Of course a mdistake. It s a
nonsense, Some people (hink it becanse
that’s the way it afs in our pewspap-
ers, but they do not reflect the real truth.
Mr Elaus and | agree that the reform must
be speedy and profound, although it s aot
reafly @ reform but in fact a substitution of
the existing system by a different one.’

Perhaps the argument therefore is at &
diffcrent bevel, namely, what shall be the
nature of the new system? When [ asked
Mr THavel if he was j;u:i::pamd o have
capitalism in Ceechoslovakia, he replied,
with some aspenty, ‘1 have never said that
we should build capitalism in our country,
We want to buaild a 'f:.n.-t‘[iunmg BCCMNTLD
system, on which prospering économies
and irade have been based for millennia,
that is, long before eapitalism arrived on
the scene."

I'm pot sure what Mrs Thaicher will
make of that when she attompts to per-
suade the President of ber sdese of A
Pag-Europzan Common barkel, in which
the newly liberated Esstern Ewropean
countres would be full members of ihe
seapitabist chul, Havel, a5 he pait it to me, is
‘a friend of various co-operative, colleciive
faras of ownership, but at the same time 1
can see that purely private ownership has a
lepitimate mght o exist: pamlie] io them’,
Switch the meaning of that séntence on iy
head, and you arrive at the wiew of the
British Frime Minksier.

The last time the two leaders met was ai
a dinner thrown m Havel's honour at 10
Diowninmg Strest. A fellow guest said later
ihat be bad never seen bwo people sitting
next 1o each other with less in common,
Havel grinned impashly when | recounted
this remark o him, and then in his charae-
feristhe rumbling moaotone attempled 3
SEFIDUS TESPOnGE.

“Whether sitting at the dinper table next
to Mrs Thatcher we are symbolising two




different worlds” lere Havel broke off
1o stab out vel another cigarette — “that &
nol up tome o judge. Bol at’s pheays a
meeful experence for ewverybody — the
confrontation  with  someone who may
think in a different way.”

Is Presicant Havel, the urwitting heno of
the Bight in the West, in fact a soctalist? Ty
1968, when he was among & group ded:-
cated 1o reviving the extinet Social Demo-
cratic party, Havel said wnan interview, °|
was always in favour of sociafism in the
seise of nationglisation of the major means
of frGdtcrion.” When I remindfd Havel of
this, Tee retorted, *1 might have said some-
thing like that, bat my opinions have
developed as T am learning 19 know the
warld. If 1 im the past accentupted the
collective form of ownership more than 1
pecentuate ot boday, perhaps it is because
ioday T am some 20 years older.’ 5o, come
clean nowr, Waclov, are you still & man of
the Left or not?

‘I have been refusng all my life to be
identificed as a lefist or a Aghtist. For nmany
years | have been suspected by some of
I:u:ing a lefist, and h:, alhers of T!IEi.l@ a
rightist, and af the same time both groups
claimed mie, and I just had to laugh.’

I was just abowt to remingd Favel of
Timothy Garton Ach's first law of politics
in Eastern Europe poit- 1989 the man who
says he {8 neither a leftist mor a rightist is a
Ii.-._FEI_. But then finally, afler an ugl.'luiji.ltg-
Iy Mong drag ot a cigarette held between
thumb and forcfinger, he answersd the
question; “Mevertheless, 1 should probably
sy one thing: God created me in such a
way that m:,.-i:;m iz om the left side of my
chest, and 1 will not deny my affiliation
with the . . . let's say liberal-minded
imternational  intellectsal community,

which is called by some befi-wing."

Thas comdliabon ur(ﬁa%; 1w Leftis in
fact evident mn the bookshell in Havel's
pecublarty modest and angular litle office
in the wasi building overlooking Prague,
known to all simply as "the Castle’, Behind
Havel and the clouds of smoke emanating
fram Bim [ could make out, almost in a
| row, two copees of the Bible, a biography

of Mother ‘FEFEII... and a plague with the

name of Olof Palme engraved on it. 3o,

having established. at least to my own

satisfaction, Hawel's political credentials, 1
also had to ask, "Are you a Chrigtion?'

1 weoould nowt call :|'|:|:|-'h-|:|f -l pEﬂi{Lﬂal'ijl
godd Christian, or even a practsing Catho-
lic, but &t the same fime | admst dpenly
that my cwerall view of the world and its

lm!.-ueﬁ:a hias been affected by my Christ-
ian upbringing and snviromment.’

It is tempting §o see an element of the
Christian doctrine in the reluctance of the
new administrafion 1o launch inbo proseci-
tion and sentencing of those who brutalised
and oppressed the likes of . .. Vaclav
Havel, doring the perod of communist
mbe, Whether or pot there & an element of
forgiveness in this, it is a maller of inlense
debate among those who once suffered a8

dissidents, one of them, pow a member of
parliantent, told me, ‘The Velver Revnly-
tiom has been vebvel mastly lor the beasis
and Treaks whioused 8o ran Uhs I\.'I:I-|||'|-1T:|.'_' I
repeated  interrogatively  exacthy theso
wrnids to Hawvel

‘First, we didn't invent the term Velver
Bevolaticn, It was invented by Westemn
journalists. and then it began 1o e Thed
here as well, In MY CPaniod il 8§ Aot g very
[orfunate txpre::.i-:‘m. As b0 yoor q'uc51i|:|n_
the sflualion m & |:|.1n|.|:|||.q:ah:~|l one, The
revolutionary process i still going on while
at the same time we are building the legal
state. That means, as 8 matter of princple,
that we want to aveid all acts of revenge,
and o open the way for justicz. The
implementation of that justice is, [ agree,
not often as perfect as it should be, Bt if,
on the odher hand, we |&t the revolution
take justice into i3 own hands we would
jnin the fate of tevolutons devouring their
own chilelren, ;:jpllndi:ng 1o vigsence wath

E ey pom oy
violenoe.

“Af This point the man sitling next to
President Havel on the presidential sofa,
sapping the presidential bitter lemon, nod-
ded wigorously in agreement. This was
e othier than Prince won Schwarzen-
I'InEI'H_. Havels Chancellor, And the Prnce
nuﬁﬂ: 1o knovw abot siach I!hlng::. Afer all,
hie is a direct descensd=nt of the Prince won
Schwarzenberg who for his Habsburg mas-
ters pul down the 1843 Rewvolufion in
Aunstria with such vnsentimental cHicsency

L‘.I;:?f;lh-; 4% AEmE, von ﬁﬂh*:l.rn:lr'bﬂl’_g 15
in fact a Czech citizen, so0 | was able
without embBarrassiment (o ask Havel about
i o the Germans. Any visitor to Prapue
will seem (0 hear German spoken almost as

— il

mikch a3 the language of the natives, and
bright new Mercedes and BWWSs litter the
streets of (he city, dwarfing the Skodas
whith are gl the locals cin aspore (0. As
Prestdent, Havel himssil s dnven mn a
cavaluode of BMWs, at least one of them o

gi:l': froan the et nian President, Richard |

von Weizsicker. ! recalled fo Havel the
remark he made in his inaugural specch as
President, in Janwary: “Chor state sleould
never again be an appendage of 3 pool
relatian of anyone else," Does that inclisde
e rmul!!,-':"

1 personally don’t share the fear that

Crechoslovakia could become a sateflite |

and appendix of I|_'u: uniing |IHEI: and :I_'i_i.'h
Germany. We do not hiave to be afraid of o
democratic neighbour, We can abways
reach an agreement with 8 democracy,
There iies exis in this part of the world a
kind of historicel genetically coded fear
concerning (e Germians, buat o seems 1o
me that this tradition should be patiently
opposed. We should fight the subconscrous
fear, rooted Inooar tradition, of Germans
as sach.

[ don't suppose anpone b the room
conld aliopether forget that we were silting
in whal might have been the privide office
of Heydnch, when that Mari was the
‘prot&Cior of Bahemi.

Rl why, T asked Havel, should the
grn-:lil: traat only be a clgractense of
thnse UnEAsY ahont CreTmmnn p-l:m-er'.-' W‘h:.r
could there not be some undesirable gene-
tic characieristics in the Germans them-
sebvis, as fisted by Mis Thatcher's adviser,
Wir Charles Powell?

Havel's reply was so lengthy 1hat it took
&lmmost an entine cigarette 1o get through: '

. : : i
], *Ler wive e perfecily konest with vou — even thergh it may viclale professonz! sthics.
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should perhaps correct mvsel [, amd say that
I use the word genctic in imverted commas,
O course it is mot the result of genetics but
of =ocal and historical tradition. [t is an
'{c:prr:samn of archetypes transferred from
e generalion w0 another . For example we
cin ohserve now the lears sxpressad by
Podine about its western border, which
soems 0 us excessive and  unmeces-
Sary. . . .l can't at the same time role out
the possibility that in some fraction of the
Gierman poplation there exists some sort
of expansionist archetype, but it does aolt
tmpm o me to ba the pl:hli.-::.- of the new
Crermany or the will of the German pubfic.
I consider it @ marginal phenomenon.’

A 1
50, no peed 0 worry about undue
German infleence on the Crech BCOTHOY.
But I coulda™ belp noticing the inscription

on the lighter with which Havel was |

fiddlillg throughowt cur interview. Tt wils
e loge of BMW. “Whats that then? |
asked Havel. He gave a wry little grin, and
scutfled across his office to his desk, threw
the lighter inio a drawer, rummaged
arcund for a few seconds, found whar he
was looking for, shulfled back, st diown,
and banged another lighter down on the
tahle between us. This one had the unmis-
takable teehe-starred emblem of  the
Evropean  Community, Then we all
laughed, not oo nervously.

The Zaerdi- Eumifrl' Hhewrder

THE concept, like 50 many in this zone of
impending baltle, seemed a good one: a
seciet rendervous with the leader of the
Kiwaiti resictance. Two men from the
underpround  opposition to the  Iragi
oerypation of Kuwait would meef me io a
hatel kobby in Saudi Arabin and drive me
inier the desert 160 mest Sheakh Al Szhah
Spilem As-Sabah and the brave men under
his command, That wsas the plan, bul
people in this land learned long zgo the
futitity of predicting, let alome anempiing
to determine, their futures. The foreigner
must relearn this lesson with the rising of
each morming sun.

A hali-dozen jownalisis were already
waiting it the hotel lobby when [ came in.
Th-u:'].' sl arcund with cameras oF mobe-
books, pretending not o mobce  One
another and dreading the obviows conclu-
sion: Apae of us was to enjoy an exclusive
interview with Kuwait's Charles de Gaulle.
Would this be another group tour, like the
hundrede provided by the American armed
forces and the Sandis™ Each of ws wanted
o belicve the others knew nothing of ihe
w=cref rendevois and the E';uwmll rE:i.-:I!
ance . Alas, we all rose when bao Kawah
men in their thobes, white gowns like those
wirn i Afnea by the White Fathers,
walked into the knbhy

The two young men, All and Anwar,
appc:.rl.'lj tor be lﬁwpp:rinl::d W WETE B0
few. Ali said, "Before we po to the mest-
g, we most dop at the other hotels.”
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DESIGNER
GUERRILLAS

Charles Glass finds that his interview
with a member of the Kuwaiti resistance
was not as exclusive as he had hoped

Chther hotel? "To colled the other journal-

isls.” Orker journalists? And so it wils, 05
the Kuwaiti Picd Pipers led us in convoy
from hotel to hotel, collecting more and
more rodents of the international press.
We had lost precious hours of daylight in
the process. meaning the camera crews
woald have to film in the dark. S0 much for
any pictures of the brave fighters and their
secrel bases, To complicate matters, the
French — cameras round necks, silly hats
on feads, Gauloises dangling from lips —
had joined our happy hand

For mare howrs, our convoy made its
way long desert roads north towards the
border with occupeed Kuwait, We drove

We're finding i rather hard 1o make ends
migr'

past show-moving consoys of American
tanks and armoured pﬁrmnn:! CAITIES.

The Kuwaitis in the lead car drove so
sbrwly along the highway that [ stopped to
talk o some American soldicrs waiting by
the road. "Hey.' 8 young sergeant from am
girborne division said. ‘Have wvon guys
heard any mews? What's going on? We
don't hear anything oul here.'

We tnld them Pregsdents Boch and
Ciorhachey were meeting in Helsinki, that
sanctions seemied to be tzking a toll in Irag
and that a few more foareign women and
children bad Teen able 1o keave Baphdad.
One soldier said, "We hear they shot an
American,”

“The Iraqiz wounded him in Kowait,” 1
said, having heard the news on ihe BEC
Waorld Service, "He's in & hospital, bul ihe
Iragis wan'l let any diplomats see him.”

“Why ot the soldher asked,

[ remembersd the water and fruat juice
in an ice chesl in the back of the car
“Would you guys like some cold water and
drinks?"

‘Hell, yes." We gave them bottles of
watet and cans of jiice, oolder than the
warm water in their metal hip-flasks, They
could mot have besn more prateful or
polite. Then we choght up with the
Eowaitis and the other journaliscs, Tollow-
ing them slowly 10 3 Saudi government
olllece pear the border, Thers we saf in an
entrienge hall for half an hour or so, before
ocur Kuwaili hosts moved s into o large
fecepilu risam. Afl2r some prompting on
our part, they gove us ten and we waited
anather hour.,

I asked some of my collcagues how they
had known about the mceting. “We gt a
call." they said.

‘From Hill and Enowlion™

“Nou oo

The Kuwwait resistance is probably the
only guernlin force on earth representad
by o Mew York public relations firm, Hifl
and Knowlion stalf sit in Talf, westem
Saudi Acabla, 2z far g5 possible from
kawant, wilh the Kowarti m}'ai fa:nii!,.' and
the Kuwwiti government-in-cxile, Therg
they gusde the Kuwastis through the novel
experience of being nice to the press, Hill
and knowlon's director, ex-Bobby Ken-
nechy press secretary Frank Mankiewice,
lobbaes for the Kowaitis in W.:lﬂ':ingl:un. If
youl meed any informaton from him, by the
Wiy, his pumber mn W.uxhingl:un is M2 333
T, wnad his office should be able to
explain why onrly 65,000 adult males ot of
& population of searly twe million had full,
aor first-class, Kuwait L1riri:|'|'=.|'|ip_ Hill and
Encwhion created the innppropriately
named 'Citipens |sic] for a Fres [#i]
Evwat', [Another lobbying group, the 118
[raqi Business Forum, Bas for the time
pemng suspended 15 c:lmpu'irgrl o iNCTEasS
Amermcan ad o and teacle  with Iru_q,]
Although they represent the resistance,
Hill and Knowlion did not send anyone
with us 1o the border. If they had. things
rr|.i|l;||.l have gone a bit more Enml:l[hl_jl




PRIME MINISTER cc: Mr. Ingham

VISIT TO SWITZERLAND r,f

You are to make an official visit to Switzerland from Thursday
morning until Friday tea-time, after which you go to stay with
Lady Glover until Saturday or Sunday (we will need to declde

3 ‘-—————‘ ...—ﬂ
during the week exactly when ycu want to return).

You arrive in Zurich on Thursday morning from Budapest by VC10
anﬂ transfer straiqht to an RhF Enduver to tly on tu Bern. You

canfederation (who speaks English), fellowed by a meeting with
him and the main Cabinet Ministers. This continues over lunch
and indeed afterwards, with a humber of other Ministers joining
the meeting. You Have a press conference at tea- 'I:.:|.1me=,r follawed
by E_E;lvate meatlng with_the British Ennserv&tiu& Association of
Switzerland. The Lmhassadar then gives a reﬂeptinn and you go on

from that te a dinner giﬁEﬁ by tha Federal Council. e —

on Friday you go by train to Basel, where you spend an hour at
CIBA-GIEGY. From there you take an hour's helicopter flight
through the Alps, stopping on a mountain (shades of Sound of
Music?!), and bn to Zurich. There you have a lunch given by the
canton and City of Zurich at which you speak, followed by a
neStINY With the Swiss CBI. They will expect you to say a few
words at the heginniaa_gﬁffhe meeting, principally on EHEEEE and
on ec?EEEigrﬂgiﬁcy. From that, you helicopter off to a textile
factory specialising in high quality textiles: and then to

Freudenberg. Lady Glever has arranged a lunch for leading Swiss
bankers and businessmen on Saturday, and a Eﬁaller dinnar on

e —

Saturday evening.

e ——

(S

The most interesting thing abeut Switzerland at present is the
way they are ﬂamlng out of their shell and taking a more active

role in interpational affairs. They are planning to join thae IMF

and World Bank. They are prominent in the discussions between

L

EFTA and The EC on the creation of a European Economlic Area.

They have for the first timé-jﬂiﬁad in Empﬁéinéhﬂﬂ sanctions, by

joining in actiﬂn against Ir;q- All this is tn-EE"EEEEuraqad
(although they continue to set tﬁexr faﬂes firmly against

membarship of the UN). The Swiss ecunumg is doing fairly well
CONFIDENTIAL
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but not hrllliantly, at least by their standards. The banking
sectur is generally “thought to be rather lagging behind other
financial centres, and its once pre-eminent reputation has
declined. Environmental issugs rank very hlqh in pUb]lE CONCarn.
Our owp relations with Switzerland are good though uneventful.

We do a lot of trade, although much of it in preciocus metals and
stones, and the Swiss are very big investors in the UK. Next

year is Switzerland's 700th anniversary. Our official

contribution is a travailing exhibition depicting the role of the
British in the development of skiing, mountaineering and tourism
in the late 19th and 20th century. Consideration is being given
to a visit by the Prince and Princess of Wales.

In your talks, you will find the main interest in developments in
the European Community, in particular EMU: in relations between
the EC and EFTA and in what is happening in the Soviet Unien and

Eastern Europe. A particular peint on which you will want to

press them is gajd to countries affected bi EdﬂLLiﬂH on which
they have so far been characteristically tlght fisted (although

they have been genercus with emergency aid teo refugees). You

e

might alseo talk about S5 ﬂugg Africa, where Swiss banks continue to

S—————

have cnn51derab1e expnﬁure and have been halpful in rolling over

South hfrlcan debt. You will alse want, both in your talks with

the Eﬂvernment and with reprasentéﬁiaés of Swiss industry, to

give the frankest possible appraisal of Britain's economic
e

prospects and the Government's policy in the period ahead. The

purpose will be to reassure them that, despite the current

problems with inflatinn, the Gevermment has not leost its way and

remains committed to snund ecnnnm;p policies.

==

I do not think you will find this a very strenuaus visit. ©Nor a
very exciting one. But you can be assured uf a warm 1if
undemonstrative welcome, and some thoroughly interesting

n::'lJlsru*is'-llt:lrl..‘:I

(C. D. PﬂHELL]
15 September 1390
c:\wpdocs\ foreign\Switzerland (srw)
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FRIME MINISTER

VISIT TO CZECHOSLOVAKIA

You are to visit Czechuslnvakia from Sunday evening until Tuesday
teatima. You will bE"EE;£ of the tlmeqzﬁnﬁ}ague, but flvy to
Bratislava for a few hours on Tuesday, before géing on to
Budapest. The programme is not too strenuous. Most of Monday is
deﬁﬁtgd to' talks - Preaident Havel, the Czechoslovak Prime
Minister, the Czech Pr;me Minister - a eall on Cardinal Tomasek
and visits to cemeteries. You also have a joint Press Conference
with Fr;;ijéqt Hgvel. Your speech to the Federal Assembly is on
Tu&sdaf ﬁnrning.. After it you go for a walkabout with President
Havel before your departure for Bratislava. There you have

e

lunch with the Slovak Prime Minister, followed by talks with him

e

and a hrief Press Conference.

. -

Your visit comes hard on the heels of President Mitterrand, which
has been marred by a preotecel sguabble. Mitterrand insisted on
gsitting in the castle and people coming to call en him. The
bluvak Prime Minister went diplomatically sick rather than do
this. You are caurteuusly calling on people in their offices.
Mitterrand also addressed the Fqurﬁ] Assembly, but our

Ambassador does not recommend any change in your speech as a

result.

¥You will find copious briefinq in the attached folder. The best
guide 1s in fact Hﬂnneth Eaker's letter. There 1s not much
epecific business to be done: the main purpose of going is to

mark the return of nEﬁma] relaticns after more than 40 years of
deap freeze, and to offer general support and encouragement for

democracy and econcmic reform.

The Czechs are in a bit of a ‘phnngy war' situation. They are
moving steadily tawards demncrucy, but haven't quite got their
yet. They are still suspicicus of political parties and prefer
broad movements like Civie Forum. Their current gconomic
ng;f ;manca is not ha& inflation of about 3.5 per cent and a
budget E%EPIHE. But some pretty horrid prnhI;E; lie just round

CONFIDENTIAT
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the corner. They will be badly hit by the increase in the ﬂil
prlca and the need to pay for all thelir oil in hard currency.
They will also be severely affected by the dgEEEEE of COMECON:
they were probably the main beneficiaries from the captive market
which it offered for their lnu quality but - in Eastern European
terms - qulte SﬂphlﬂtiEEtEﬂ guuds. The problems are compounded
by their fallure tu make up their minds about economic reform.
Their impressive Finance Minister, Vaclav Klaus, is all for a
head long plunge into the market system. President Havel seems
to favour going rather more slowly, and anyway leans more towards
a sort of cuddly socialiam.

S e,
These difficulties are compounded by growing strains between the
two parts of Czechoslovakia, with quite a strong independence
movement beginning to emerge in Slovakia (which has always bean
the junior partner and was for ceﬁ%ﬁ;i&s a rather despised part
of the Eingdom of Hungary) .

S0 while intentions are guite good, there seams to be a bit of

an atmosphere of waiikf and wuql}inasa. If you can bring yourself
to read Dominic Lawson, there is quite a revealing interview of
his with President Havel in this week's Spectator which T

attach. 2 <

The main issues to discuss are really those set out in Kenneth
Bakar's letter You will want to encourage raplid economic reform
and peratlsatlan Your wision of Europe should prove attractive
to the Czechs, and you will want to make the most of that. You

e

need to continue your efforts te inject realism into President

Hagg&'s rathear rﬂmanﬁéc notions about Euﬁﬁgggn security:

although you will see from a telegram in the folder about the

HMATO Secretary General's wvieit that he js now more realistic than
he was. Eﬂ;glﬁénheth Baker I do not think vou should voluntear

any opinion on the paticonality guestion, although there is no
harm in asking ahnut it. You should brief them on the Gulf and I

the JmpnrtanLe uf &triut nhservancﬂ of sanctlmns. The Enow-How
Fund deserves a mentxun but I would not exaqqeratE* the Czechs
will get only abnut £2m this year.

!

CONFIDENTIAL




Thera are three bilateral issues to mention:

At your Fress Conferance you will be able to announce

the abolition of visas from 1 October. This will
please the Czechs no end. =

our only commercial prospect is a bid for refurbishment
of Prague Airport by Balfour Beatty, BAA and Barclays
Bank. -

The BBC World Service hope you will mention their

interest in acquiring a ln;gl fregpency on which to

broadcast their output.

A Bl

You will be very popular and Havel will certainly excel in his
hospitality (indeed he may overdo it: he has designed comic
upera uniforms for the Palace Guard, tends to station heralds and
trump&ters all over the plaLE. and we have had politely to turn
down hlE pressing offer of a red, white and blue BMW for vou
during the visit!). You will enjoy destruction testing some of
Havel's woollier notions. I am sure it will be a success,.

&5
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c: Czech (MJ)







CONFIDENTTIAT,

‘%]'HE MINISTER

VISIT TO HUNGARY

You are to visit Hungary from Tuesday evening until early
Thursday murning.__EHE‘Erggramme is inevitably constrained by the
gshort time available. Thera will be welcoming ceremonies in
Kessuth Square on arrival, feollowed by a brief protocol meating
with Prime Minister Antall and by a dinner which he will host.
wEdnEEday starts with ureath layinqs; followed by formal talks
w1thﬁthe Prime H*n;ster and subseguently the President, a visit
to the stock exchange and lunch with private businessmen. After
lunch you visit a Herend display (the Herend factory is too far
away, so they are coming tajynup, before meeting opposition
parties and giving a press conference. The programme ends with a
reception by our Ambassador. You leave for Switzerland early the

next morning.

The Hungarians have made probably the smoothest transition to
genuine democracy in Eastern Europe, in part because the last
Communist leaders were reasonably progressive (sadly you are
unlikely to meet them during the wisit). Quite good progress has
been made on establishing demccratic instituticns and the rule of
law. But the government — a coalition - is inexperienced and

guarrelsome. And the economy is8 in serious trouble. Foreign
e E—— - Teillialy

s
debt is the highest per capita in Eastern Europe. Rising oil

prices will play havoc with current projections. Attempts are

being made to negotiate a three year IMF programme. But

—

relatively little progress has been made on economlic reform:
only %33 of the economy is in the private sector. The greatest

———

strength is genuine enthusiasm for free enterprise and an
ambition to make Hungary something like Austria.

The government are dead keen to g&t cut of the Warsaw Pact and

i

rather unrealistic in their hopes of being welcomed into NATO or

th;mﬁﬁﬂ‘ They are very keen to move towards EC membershlp,

although by any realistic assessment that must still be smme
years away.




L]

As in Czechoslovakia, the main purpose of your visit is
celebration of the return to democracy and encouragement for

reform. In particular we want it to be a boogt for Antall, who
iéaéz the only Conservative government in Eastern Europe. You
have already met him twice and he is coming to the Conservative
FParty Conference. oOn tﬂéqqu;g[nggignal gide, he will axpect a
considered reply to the guestions which he put to you in Helsinki
about Hungary's wish to get out of the Warsaw Fact and perhaps

consider some form of association with WEU. There is a separate
brief on this which recommends that you urge him to move
cautiously, but offer to facilitate a dialogue with WEU. You
wfII_;;;E want to discuss the Gulf and he is likEl?f¥EqEEEk aid
to compensate for loss of trade. There is really nothing which

we can offer at this stage.

on the bilateral front, there is much to welcome starting with
]

the successful visit of The Prince and Princess of Wales. You

i BTl e e oI gy
will want to invite Antall to maﬁe gn official vigit to Britain.
As in Czgechoslovaklia, you can announce the abolition of visas
from 1 October which will be very popular. An MOU on drugs co-

r—————

operation will be signed by the Ambassador during your wvisit:

Hungarian performance in this area is a bit rocky. Quite a lot
of British firme are interested in joint ventures: the biggest

to date is Ganz-Hunslett, which makE;-ra11way_}nllinq stock. The

Enow How Fund does modest but useful wﬂrﬁ. We want to establish
—

a new cultural centre for the British Coucil but need help in

[ ———

acquiring premises. You will want to mention the Peto Institute

and repeat our commitment to provide £5 million for the new
international Peto Institute once it gets off the ground. We

have started cnrnperatinnhbn,cnunter—tarrnrism. The BBC World

Service would like a frequency on which to rebroadcast their

programmes too. FinaiI;T_EEE Hungarians may raise the guestion
of Geperal Mesgzaros' body. They want it back but the last
surviving relative won't agree until all Soviet trocops have left
the country (probably next year).

CONFIDENTIAL
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Lhere is copious briefing in the attached folder, a good deal

more than you need. The best and shortest account 1s in the
Arbassador's telegram. You will also want to read the letter
about Hungary and MATO. Most of the rest is optional.

N

CHARLES POWELL

14 September 1550

ci\wpdocs\ foreign\hungary.dca
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FRIME MINISTER
YOUR VISIT TO CZECHOSLOVAKIA, HUNGARY AND SWITZERLAND

You are to pay official visits to Czechoslovakia, from Sunday
afternoon to Tussday afternoon, Hungary, f£rom Tuesday afternocon
until Thursday Wornlng and Switzerland, where your official
programme runs from Thursday morning to late on Friday afternocon.
There will be considerable media coverage of your wvisit,
particularly in Czechoslovakia and Hungary. I attach an outline
programme for the vigit highlighting those cccasions when the
media will be present. A detailed programme will be available on
garrival in esach of the countries you are to visit.

s R

PETER HEAN
Press Office

14 September 1990




PROGRAMME FOR YOUR VISIT TO CEECHOSLOVAKIA
HUNGARY AND SWITZERLAND

Sunday 16 September
Take off ILHR

Arrive Pfgﬁue - Official arrival ceremonies (guard of

honour and march past)
PRESE WILL COVER YOUR ARRTIVAL
1300 Arrive Residence - short briefing
c1l830 Depart for 0ld Market Sguare
1835=1850 Walkabout
PRESS WILL COVER
1300 Return to Residence
1230 [(for 2000) Dinner with non-official Czechs

epte
Depart by car for call on Czech PM Pittart

s

Talks with Mr. Pittart and Dr Buresova

————

SMALL PRESS POOL TO COVER PHOTOCALL
Depart for call on Cardinal Tomasek

Talks with Cardinal Tomasak
PFHOTOCALIL: FOR PRESS POOL
Depart for Jewish cemetary

Tour cemetary and pay brief visit to museum
SMALIL: PERESS POOL TO COVER

Depart for Commonwealth War Graves cemetary

Arrive and lay wreath and sign visitors book
FPRES5 WILL BE FRESENT
Return to Embassy

Arrive Residence

=

e e
Depart for castle

e

Arrive: welcome ceremcnies, etc.

FRESS WILL COVEE CEHREMONIES.

SMALIL POOL INSIDE AS HAVEL ESCORTS YOU TO LUNCH
Lunch with President Havel

PHOTOCALL BEFORE LUNCH BEGINS

Talke with President Havel

Talks end

Press conference (with President Havel)
Ceremonlial departure




Depart for talks with PM calfa
Talks with Mr. Calfa

PHOTOCALL BEFORE TALES

Depart for Residence

Arrive Residence

Formal dinner given by Ambassador

Tuesday 18 September
DBSO Depart Residence for Federal Assembly

09200 Arrive Federal Assembly: Meeting with Mr. Dubcek
PHOTOCALL FOR FRESS POOL
Walk to maln Assembly Hall: speech and presentation of
Magna Carta
MEDIA WILL COVER FROM PRESS GALLERY
Depart for Wenceslas Sguare accompanied by President
Havel
Arrive - walkabout followed by coffee with President
Havel 1in restaurant overlooking the Sguare
PRESS POOL WILL COVERE WALEABOUT
Arrive Winston Churchill Square to unveil name plagque
(with President Havel): greeted by Mayor of Prague
PRESS POOL TO COVER UNVEILING
Depart for airport
Arrive airport
Depart by air for Bratislava
Arrive Bratislava: met by PM Meclar
FRESS WILL COVER YOUR ARRIVAL
Depart for Hotel Borik
Luanch hosted by Mr. Meciar
PHOTOCALI, BEFORE LUNMCH BEGINS
Depart for Bratislava Castle
Maating with Chairman of Slovak Natiomal Council
Frantisek Mikloseu
PHOTOCALL INSIDE CASTLE ON ARRIVAL
Maeting with PM Mecir - Office of the Government
PHOTOCALL BEFORE MEETING
Meeting ends
Press Conference

Depart for Airport

Arrive: farewell ceremonies




PRESS WILL COVER YOUTR DEFPARTURE
‘ 1645 Depart for Budapest

Tuesday 18 September

1730 Arrival at Ferihegy 1 Airport
Mat by Protocol officials: embark cars and drive to
Kossuth Square
SMALL: FRESS POOL WILL COVER ARRIVAL
Arrive Square: welcoming ceremonies
PRESS WILL BE PRESENT
Walk to Parliament Building accompanied by Prime
Minister Antall. Short bilateral meeting
PHOTOCALI. BEFORE TALES BEGIN
Depart for HMA's Residence
Arrive Residence
Depart Residence for Gundel Restaurant
Official dinner hosted by PM Antall
PRESS WILL BE PRESENT FOR YOUR ARRIVAL AND FOR THE
TOASTS BEFORE DINNER BEGIHS
c2200 Return to Residence

Wednesday 19 September
0815 Depart Residence for Wallenburg Memorial

0820 Arrive Memorial: lay bouguet, short discussions with
representatives of Jewish community
PRESS WILL BE PRESENT
Depart for Heroes Sguare
Arrive Square: lay wreath
PRESS WILIL: BE PEESENT
Depart for Parliament Buildings
Arrive: bilateral talks with PM Antall
FHOTOCALL BEFORE TALKS
Tour Parliament Buildings en route to meeting with
President Goncz
FHOTO OPPORTUNITY WHEN YOU ENTER THE DEBATING CHAMBEERE
EN ROUTE TO PRESIDENT GONCZ'S OFFICE
Talks with President Goncz
PHOTOCALL BEFORE TALES
Depart for Stock Exchange
Look at operations at the Stock Exchange
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Foreign and Commonwealth Office

London SWI1A 2ZAH

14 September 1530

Bl

Prime Minister's Visit to Hungary

In my briefing letter to vou of 12 September for
the Prime Minister's wisit, I menticoned that there
ware plans for a Memorandum of Understanding on drugs
cooperation to be signed by the Ambassador during the
Viglt.

The Embasey in Budapest have now reported that
the Hungarian authorities are not able, in the time
available, to comment on and agree the terma of the
draft text we have given them. The MOU therefore
cannot be fimalised, tranzlated and made ready for
signature at the time of the Frime Minister's visit;
go thisa will not now form a part of the programme.

We neverthelezs hope that agreement can be
reached on the text, and the MOU signed, within the

next few weasks. -~
A
L1 P
Fil B |

L

5 11-"v.ﬁ-'
5 .-"-.."-"‘" y
\ .|"r i
Yt 4 s

__.'. . rl I___.-'"h' i
¥ -k ]

r

8

(8 L Gass)
Private Secretary

C I Powell Esg
10 Downing Streel

RESTRICTED




Foreign and Commonwealth Office

London SWIA 2AH

CONFIDENTIAL

14 September 1990

Prime Minister’s visit to Hungary: Hungary in the WEU

At her meeting with Mr Antall in Helsinki {your
letter of 30 August) the Prime Minister undertook to
revert to him with a considered view on his suggestion
that Hungary should seek contacts with the WEU as part of
the process of inching into Western Eurcpe.

As the Prime Minister indicated at the meeting, this
approach raises a number of important issues in
particular:

- our attitude to the future of the Warsaw Pact

- what advice, if any, we should give the East Eufnpeang
on providing for their defence needs once the Warsaw
Pact has disappeared, or they have left

our view on how relations should develop between the
East Europeans and Western defence organisations [NATO
and the WEU)

This letter considers each in turn beforae providing
advice on the line the Prime Minister might take with
Mr Antall.

Future of the Warsaw Pact

It is clearly to the West’s advantage that the
Warsaw Pact has ceased to operate as a military bedy.
But the continued existence of the Pact as a political
organisation is still reassurance to the Soviet Union.
We have therefore taken the line that tha fate of the
organisation is for its members to decide. We have been
careful to take no actien which would tend to perpetuate
the Warsaw Pact (eg we have insisted that the Joint
Declaration should be between members of the two

/Alliances)
COMFIDENTTIAL
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Alliances). Egqually, we have not encouraged its demise.
We believe that this continues to be the right approach
since the Pact is dying anyway. Several of the East
European countries are unhappy about remaining as members
of the Warsaw Pact; and their inhibitions about leaving
are likely to decrease further once the Soviet Union is
definitely out of Eastern EBurope.

The Defence Meads of the East Eurcpeans

Tha changes in Europe have given tha East Eurocpeans
the copportunity to think for themselves about their
defence needs and outlook - for the first time in 40
years. The Hungarians in particular want to align
themselves as closely as possible with the West.

Antall’s comment that Hungary did not want to become
neutral is significant. Our response so far has been to
encourage them to look to a strengthened CSCE as tha bast
guarantea of thelr independence, and a framework for
building trust and confidence on gecurity and other
issues. A number of East Europeans have been casting
around for something more. Antall’s suggestion of a
loose defence organisation invelving Hungary,
Czechoslovakia and Poland represents one possible answer,
but it is unlikely to appeal to the Poles in particular,
and may well not come to anything. This suggests that we
should take a detached line on it, leaving the Hungarians
to show whether they can make something of it.

Relations with Western Defence Organisations

The HATO Summit in London agreed that political
contacts between NATO and the Soviet Union/East Europeans
should be developed; this is now happening. But we have
discouraged any ideas of Fast European membership of NATO
(as the Prime Minister said at Turnberry "HATO cannot
itself offer them security guarantees, nor is it
realistic to think of extending NATO’s membership at
present®.) Apart from Soviet sensitivities, there would
be disadvantages for us in allowing membership of NATO by
East European countries as they are now. The military
common denominator of such a body would probably be low:
the East Europeans would strengthen the French/Spanish
tendency rather than joining the integrated military
structure. And such a NATO would inevitably find itselfr
in competition with the CSCE as a framework for relations
between all European states.

CONFIDENTIAL
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East European membership of the WEU raises some of
the same problems. As in the case of NATO, it would
imply extending the cellective security guarantee to East
European territory: Article 5 of the WEU treaty reguires
the remaining parties in the event of an attack in Europe
cn one of their number, "to afford the party so attacked
all the military and other aid and assistance in their
power". It would also precipitate demands from HATO
members who are not members of the WEU (particularly
Turkey and Greece) for earlier membership.

Mr Antall’s suggestion of an association between the
WEU and a loose East European defence group is a vaguer
concept. The purely European character of the WEU is
presumably attractive to the East Europeans (and might
make the idea less sensitive to the Soviet Unicn than
asscciation with NATO). We should not rebuff this
expression of interest. We should need to be clear that
there was no guestion of full WEU membership, and the
assoclated security guarantees. But we would welcome a
dialogue between the WEU and East Eurcpean countries of
the kind already in place with NATO and envisaged at the
WEU Ministerial in April this year. We could ask the
Hungarians to let us know whether they would want us to
pursue this idea within the WEU. We could add that the
European situation continues to evelve and that we should
not be making cut and dried arrangements for the future
until things were clearer.

Conclusions

We recommend that in responding to Mr Antall, the
Prime Minister might make the following points (these
would alse serve if the subject comes up in
Czechoslovakia):

= the situation in Eurcpe is developing in a promising
way. Hungarian security is enhanced by the withdrawal
ef Soviet forces and the prospective CFE agreement.
Important to do nothing that might complicate this
development

the future of the Warsaw Pact is for its members to
decide. But we fully understand the wish of Hungary to
make other arrangements for its security
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it is not realistiec to think in terms of East Eurcpean
membership of NATO or the WEU at present. Given Soviet
sensitivities, this would not promote stability in
Europe. NATO cannot itself give security guarantees to
the East European countries. But following the MATO
Summit in London, a dialogue between individual Eagt
European countries and NATO is underway

we believe that the best guarantee of the security of
the East European countries will be political stability
and economic progress throughout Eurcpe. The CSCE has
an important part to Play here; and the CSCE Summit
will be taking further steps such as the creatien of a
confliet prevention centre

we were interested by Mr Antall’s ideas of a loose
security/consultative crganisation involving Hungary,
Foland and Czechoslovakia. oOur own experience of a
truly voluntary collective defence organisation has
been very positive. But that is not necessarily a
model which could be applied elsewhers. Hope he will
keep us informed of developments

we would for our part welcome the idea of an enhanced
dialogue between Hungary building on the WEUD
Secretary-General’s visit and the WEU as well as with
NATO. Would Hungarians let us know if they would like
us to take up the idea with our WED colleagues?

this seems to us the right first step. It does not
foreclose any options for the future. With Europe in
transition we need to proceed cautiously. A dialogue
with NATO and the WEU could in due course open the way
to closer links with either or both organisations,

I am sending copies of this letter to Simon Webb
(MOD) and Sonia Phippard {Cabinet q;;%caj.

C D Powell Esg
10 Downing Street
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Prime Minister’s Visits to Hungary and Czechoslovakia

Briefing on the impact of the Gulf Crisis on Hungary and
Czechoslovakia has been held back to include the latest
information.

The Hungarian and Czechoslovak Governments have glven
strong vocal support to SCR 661 in public and in bilateral
contacts. Both Governments fotmally retain Embassies in
Kuwait and kept staff there beyocnd the 24 August deadline.
The Hungarians withdrew their diplomats on 26 August. The
Czechoslovak diplomats left only this weak. Most Hungarian
and Czechoslovak citizen=s who wished to leave Irag and Kuwait
seem to have been allowed to go. The Hungarians helped a
British citizen to get out with one of their own contingents.
The Iragis have been approaching &Il the East Europeans with
Entlclnq offers designed to induce Ehnctlunﬂ busting. We have

Like other Eastern European countries, Hungary and
Czechoslovakia will experience the triple economic impact of
higher world oil prices from all sources, foregone debt
repayments and forfeited trade. The effects will be magnified
next year when thay have to pay hard currency for Soviet oil
imports. Mr Antall told the Prime Minister in Helsinki that
the Hungarians would welcome financial compensation. The
Czechoslovaks have communicated, througl the Italian
Presidency in Prague, a regquest for an emergency meating of
the G24 to discuss the possiblitiy of an emergency soft leoan
for Czechoslovakia. This followed a public suggestion by M
Delora (on 21 August) that there should be discussions within
the G24 about helping East European countries. Discussion
within the G24 might be useful but is no substitute for action
within existing institutions. The IMF, through its
Cempeansatory and contingengy Financing Facility, could help
Hungary and Czechoslovakia.

The Prime Minister may wish, as necessary, to draw on the
following:

= Grateful for your resolute stand in support of SCRE61;
important that the international community stands
together;
/=Harsh




Harsh fact that many countries are suffering from
implementation of the Embargo. Recognise existing
economic difficulties for Eastern Europe made worse by
Gulf Crisis;

Balieve most requests for assistance should be dealt with
using existing mechanisms (eg IMF) in ordinary course of
business as CaASes COWe up.

[If Czechoslovaks ask for GZ4 soft loan) Redquest should be
addressed to INF/World Bank, which will need to be
convinced of the balance of payments needed.

G224 might usefully discuss and coordinate the assistance
provided by individual countries and international

institutiens. G24 has no resources itsalf to undertake
major intitiativas. =
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VISIT OF THE PRIME MINISTER TO CIECHOSLOVAKIA

The Prime Minister has already been briefed on general
UK/Czechoslovak trade matters, which were included in
background papers from the Foreign and Commonwealth Office.
However, one particular trade toplic which was not included in
the original material, but might be raised during the wisit,
is the question of the Voluntary Restraint Agreement which
limits the import of Czechoslovak steel into the European
Community. Czechoslovak officials might seek assistance here
as an example of an area where the UK could assist the
troubled Czechoslovak economy.

There is only a slight chance of the subject being raised.
This means that it is probably not worthwhile placing the
attached papers within the Prime Minister's brief. However,
and at the risk of being accused of asking you or someone else
to act as postman, perhaps they could be passed to Mr
0'Keeffe, HMA in Prague, for his, and the Prime Minister's
information, should they be required?

%M ®E;
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VISIT OF THE PRIME MINISTER TOQO CZECHOSLOVAEIA

EC VOLUNTARY RESTRAINT AGREEMENT (VRA) ON CZECHOSLOVAE STEEL

Background

1. Czechoslovak steel exports to the EC are restrained by a
VRA, which limits imports into individual member states in
return for Czechoslovak immunity from anti-dumping action.
This is one of 10 such arrangements introduced in 1978 as part
of the EC steel crisis measures, and is negotiated annually.
The EC plans to phase out the VRAs by March 1992,

2. The levels for the 1990 VRA on Crzechoslovak steel imports
were incresed significantly, providing a limit of 21,190 tons
onto the UK. We were approachad by the Czechoslovak
authorities and asked to increase the limit to 26,000 tons
(with similar increases for individual products within the
overall ceiling). In order to prevent the Czechoslovaks
getting out of line with the other VRAs, and because the UK
steel market has weakened this year, we indicated we could
accept a ceiling of 22,800 tons, subject to Commission
approval. However, Czechoslovak licence applications now
exceed even this figure, and we have started to reject

applications pending Community approval of the highar level.
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o Take (Defensive, as necessary)

Cuota levels for imports of steel were increased by 15%

at the beginning of this vyear.

Recognise Czechoslovak desire to sell more steel. Cannot
meet your reguest in full, but have indicated wa would

be prepared to see a more modest increase.
Czechoslovak request being discussed in Brussels this
waek (18 September), but we know some member states are

concarned ahout further access.

Czechoslova applications for UK import licences already

exceed the agreed 1990 levels and thosa higher levels we

were prepared to contemplate. Not helpful if
Czechoslovak authorities centinue to issue BXPOT T
licencas, since it brings into question the ability to

adhere to any new levels.
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CEZECHOSLOVAETA, HUHNGARY, SWITIZERLAND TOUR

I attach a folder of material for the tour. Inside is a note
from Peter Bean in Press Office covering your programme and
highlighting the visits you will be making separately from the
Prime Minister.

Briefing notes for most such visits are flagged at the front of
the folder. Briefing for your visits in Budapest to Ganz-
Hunzlett and to Price Waterhouse are promised by our Embassy

bafore wa depart from London on Sunday.

The remaining sections of the folder are mainly for you te dip
inte as the intereat takes you. They contain programme notes on
those visits where you will be accompanying the Prime Minister,
biographical notes and a selection of background notes from the
(voluminous) briefing which the FC0O have provided for the Prime
Ministaer. This last ia very much tha "optional reading" part of
the folder!

DOMINIC MORRIS
14 September 1390

crvparlyhczech (ecl)
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u]ﬁf-wl““ From Lord Wyatt of Weeford,

Herewlth a few suggestions of what the Prime Minister might
congider saving. Alep the recommendation for Pastor Tokes to be
awarded the Hobel FPeace Frize which has been sent to me by Father
Tutto, a8 well kﬂgu clergﬁuan of Hungarian origin asctive in trying to

T - e

nelp Hungarians , vhe Aivey (n England. It may be of Iantercest ae

background for the Prime Minister in any case., Liﬁrjli‘1ﬂFﬂ d $ b dd
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i) For Hungariams Transylvania will alwayse have a special place 1in
thelr hearts as part of the original kingdom of St Stephen, first
king of Hungery in 337, During the 140 year cccupation of most
of Hungary by the Turks, Transylvania held out and kept alive the
gplrit and {dencity of the Hungarian nation.

But for the Hungarian led resistance [n Transylvania the Turks
would pesbesly have taken Vienna and continued an onward march to
the West., We might all have been part of the Turkish Empire,

I understand your feeling of sadness that after the Flrst world
war Transylvanla became part of Romania, Inevitably war often

brings drastic altecations which noope can prevent.

The twoe million Hungarian minority Lo Traosylvania still fiercely
{1 ab ¥ o dom re=be Lloda
htcp“ali?Ewidﬂ—ﬂpiliL,ﬂf.Ir&&dﬂm. It was no accident that the

revolution which overthrew Ceausescu was inapired by a Hungarisn.

It was Pastar Eppﬂﬂ E}shn;} lokes of the Calvinigt Hupnporisn
TeRRAa Reform Church iﬁr-TmEr who 1lit the spark. Eravely on
television he had hLE:EH-LEEEHEEEEU for his destructiom of
villages In Horthern Transylvania. U]c fought for Hungarlan
libertiee and the uwee of their own languapge and education. When
he was ordered to leave hia church and his congregation he

refused. |"When the security police were on their way to arrest

him he still resisted, And hére came the miracle,




- 2 =From Lord Wyatt of Weeford

The Romanian community were deeply moved by the fearlegsansss,
henesty and decency of Father Tokes. They Jjoined In the
demonatrations againast hiz arrest. | By the time Father Tokes was

dragged off by the security police to a mountain village to be

interrogated the whole of Temeswar was alight with revolution -

Hungarlang and Romanians alike.

Romanians and Hungarians combined in friendship for one purpose -
the overthrow of the tyrant Ceausescu. Centuries of enmity
between the twoe communities were turned ioto friendshlp by Father

Tokes who detested violence.

From then on Ceausescu was doomed. The unknown Feetor brought
peace between the nationalictles In Romania. I hope that peace

will last however much evildoers try to bresk it.

The Britlsh government shares the concern of the Hungarian
povernmentil.Y &11 1z not yer well for democracy and even hended
treatment between the nationalities in Homania. We shewld do
what we can to persuade the Romanian government not to slide back

into the behaviour of the previows regime.




=3 = From Lord Wyatt of Wesford
(b} You are embarking om a brave adventure. To fashion a flourishing
free enterprise economy out of nearly half a century of deadening

Harxist communism will be enormously difficule.

You know that it must be dome but old ways die hard. Hany will
wish that the decaying system was still there.

It was rotten but it provided some certainty at a low and ever

vl =
reducing suhsistence level. The changeover will bring pangs of

tempoaracy unemployment.

4
It will be resisted by thoee who think sacrifices are not worth
f.

the batter future. I know.

We had the same problem when we began to privatise our heavily
gubs{dised nationalised industries In 1979. But we released the
enorgles of free enterprise panting to please the customer and

relleve the taxpayers.

Now we have the highest standard of living we've ever had -
and the highest oumber of people in employment. The privatised
Industries contribute mightily to owr tax revenues Instead of

belng a punishing burden.

S0 don't be discouraged when times are tough. We've proved it
can be done if you're prepared to face and overcome tha

i i
l,'['ﬂ- Lt

diffirelilas,

dad
What we have done hard working Iingenlous Hungarisns can and will
doe. I'm confident of it. Your nation has never given in however

gtiff the challenge,




Morvegian Nobel Committee
bel Peace Prize
ammensveaian 19 Oslo

NORWAY

I/we petition that the Nobel Peace Prize be awarded to Pastor (now Bishop) Laszld
Thkes and to his congregation.

Pastor Ték&s, of Hungarian nationality in the Reformed Church of Romania, took
upon himself to Initiate actions which, in the event, led to the overthrowing of

the worst stalinist oppression that has been Iimposed In any European country since
the frontiers of Europe were formed after the second world war. These actions,

well illustrated and decumented In interviews on films and video-tape, while
seripusly endangering his own life, sparked off a revolution which astonished the
world. The stance and resistance of Pastor TokEs culminated in a changed leadership
at Christmas-time - the time for love and peace.

Facing al! insults that were hurled against him and against all Hungarian nationals,
Laszld Tokés raised his voice in the cause of human rights in Romania, against

the persecutions of Romanian citizens of all nationalities and against the crimes
committed against communities in villages and towns.

By the example of his life spent campaigning for human rights and for reconciliation
between peoples of different religlons, languages and convictions who lived in a
world of purposefully incited hatred, he, Pastor Tokés achieved that which many
tried to attain in vain for many years. Through the respect and support from his
own mixed community arose the first sparks of resistance to persecution. oppression
and violence, though he never preached violence himself.

There was no support from any organisation behind Pastor Tokés, - he recaived
no help from foreign churches or from diplomatic bodies, and world public epinion
did not protect him, indeed, he was totally exposed to the persecution by the
Romanian state and even by his own church superiors.

In the event, it was his personal bravery, his open stance, together with his
congregation’'s endurance and declaration of peaceful intent that toppled the tyran-
nical state, opened the door {o foreign countries and brought Increased freedom.
For a time, it appeared as if nationalist strife could be made a thing of the past.
This would have been fitting for Transylvanla - the country of Pastor Tokés -
whare several nationalities lived together in the past in religious tolerance and
highly deveioped culture.

For a long time now, since the first world war, there had been little chance

for a truly peaceful life here. All the more would we ask to have this Prize awarded
te Pastor (now Bishop) To8kés and his congregation as recognition of the peace-
loving endeavours of the individual, the person of ne political power but great
conviction, in a part of Eurcpe where such endeavours need the support of

the whole world.




VISIT TO CHECHOSLOVAKIA, HUNGARY RND SWITZERLAND:
16-23 SEPTEMBER 1990

I attach an outline programme for your visit next weak. I have
highlighted those areas of the programme where you will be
undertaking a separate programme from the Prime Minister.

CZECHOSLOVAKIA

You will ba spending most of Monday (17 September) attending the
BRNO Trade Fair. Dominic Morris will accompany you to the Trade
Fair, together with a member of the Commercial Section from our
Embassy in Prague. The Department of Trade and Industry are
providing some background briefing which I will submit as soon as

recelved.

on the Tuesday, the Embassy have suggested a tour of Bratislava
after the lunch in honour of the Prime Minister, rejoining her

just before the press conference.

HUNGARY

Thea Embassy have arranged 2 call on Prica Waterhouse in Budapest
followed by a visit to the National Museum (would you want to do
this?), before rejoining tha Frima Minister for her press
conferancea.

SWITIZIERLAND

Oon arrival in Zurich, the Prime Minister will go on by air to
Berne while you depart by car for Sulzer Brothers in Wintarthur.
(An Embassy briefing on Sulzer Bros is attached.) Dominic will
accompany you together with our Consul-General in Zurich, Tony
Morgan. Lunch will be with the British-Swiss Chamber of Commerce.

Are you content with the programme, please?

fetec e

—

PETER BEARN
Preags Office

13 September 1990




PRIME MINISTER'S VISIT TO CIECHOSLOVAKIA
HUNGARY AND SWIZERLAND
MR. THATCHER'S FROGRAMME

sunday 16 September

1430
1730

1800
cl830
1835-1850

1900
1938

Monday 17

Take off LHR
rrive Prague - 0fficial arrival ceremonies (guard of

honour and march past)

Press will cover arrival

Arrive Residence - short briefing
Depart for 0ld Market Square
Walkabout

Press will cover

Raeturn to Residence
( for 2000) Dinner with non-official Czechs

Septenbear

0925
1100
1145

1430

1615
1730
1930

DEPART RESTDENCE FOR BENO

ARRIVE BRNO ENGINEERING FAIR

CALL OH STAND OF THE BIRMINGHAM CHAMEER OF COMMERCE
(DTI SPONSORED JOINT VENTURE) TO MEET REFRESENTATIVE
COMPANIES

CALL OM GAMBICA STAND (TRADE ASSOCIATION FOR
INSTRUMENTATION COMPANIES)

DRINES AND LIGHT LUNCH AT BRITISH INFORMATION STAND
(GUESTS TO INCLUDE BRITISH AND CZECHOSLOVAE OFFICIALS,
CHAMBER OF COMMERCE STAFF AND BUSINEESMEN)

VISIT STANDS OF MAJOR UE COMPANIES AND VIEW OUTDOOR
EXHIBITS

DEPART FOR PRAGUE

ARRIVE RESIDENCE

Formal dinner given by Ambassador

[uesday 18 Eegtemhﬂ:

0910
0925
1015
1020
1040
1045

Depart Residence for Federal Assembly

Attend Prime Minister's speech

Depart for Wenceslas Sdquare

Arrive - walkabout followed by coffee

Depart Square

Arrive Winston Churchill Square to unvell name plaque




(with President Havel)

Press pool to cover unveiling
Depart for airport

Arrive alrport

Depart by air for Bratislava

Arrive Bratislava: met by PM Meciar
Prase will cowver arrival

Depart for Hotel Borik

Photocall before lunch begins

Meet Mayor of Bratislava and then short tocur of

Bratislava

Arrive press conference venus to rejoin Prime Minister
Depart for Airport

Arrive: farewell ceremonies

Fress will cover departure

Depart for Budapest

Tuesday 18 Septepber
Arrival at Ferihegy 1 Airport
Met by Protocol officials: embark cars and drive to
Kossuth Sguars
Small press pool will cover arrival
Arrive Square: welcoming ceremonies
Fress will be present
Depart for residence
Arrive residence
Dapart Residence for Gundel Restaurant with the Prinme
Ministar
Official dinner hosted by PM Antall
Press will be present for arrival and for the toasts
before dinner begins
c2200 Return to Residence

Wednesday 19 September
0a1s Depart Residence for Wallenburg Memorial

o820 Arrive Memorial: Prime Minizter lays bouguet, short
discussions with reprasentatives of Jewish community
Press will be present
Depart for Herces Square
Arrive Square: Prime Minister lays wreath




Press will be present

DEPART FOR GANZ-HUNSLETT

ARRIVE. TOUR OF WORESHOPS EBERIEFLY FOLLOWED BY
VISIT TO ANGLO-HUNGARIAN ENTERPRISE CENTEE (SITUATED OH
SAME SITE)

DEPART FOR STOCE EXCHANGE

Arrive: rejoin the Prime Minister to look at operations

at the Stock Exchange
Prass will cover visit
Discussions with private entrepreneurs over a light
lunch
Photocall before lunch
View Herend products and meeting with management and
workers
small pool will cover viewing and intreoducticons to
workers
Depart Herend display for British Embassy = short walk
to cars and then drive to Square near Embassy.
Walk through Square - press will cover walkabout
Arrive Embassy
DEPART EMBASSY FOR PRICE WATERHOUSE
ARRIVE PRICE WATERHOUSE
FOR VISIT TO NATIONAL MUSEUM
ARRIVE HATIONAL MUSEUM
DEPART FOR PRESS CONFERENCE AT HILTON HOTEL
ARRIVE. ESCORTED TO SUITE TO AWAIT FRIME MINISTER'S
ARRIVAL
1600 Attend joint Press Conference with PM Antall
1700 Return to the Resldence
1900 Attend HMA's Reception
c2030 HMA's supper for small group of guests
c2200 Supper ends

hursday 20
0745 Depart Embassy for Ferihegy 1 Alrport
OBDS Farewalls
Press will cover departure
0815 Depart by VCl0 for Zurich

0955 ARRIVE EZURICH
MET BY HM COMSUL GENERAL MR. A. H. MORGAN CMC WHO WILL




ACCOMPANY THROUGHOUT THE FROGRAMME
DEPART ZURICH FOR WINTERTHUR
ARRIVE SULZER BROS, OBEREWINTERTHLUR
GEEETED BY ME. ALODIS OSTERWALDER, DIERECTOR FOR EAST AND
WEST EUROFE AND SOUTHEEN AFRICA, SULZEE INTERMNATIONAL,
AND ME. JEAN-CLAUDE NEUPPERT, PUBLIC RELATIONS OFFICER
VISIT TO SULZER'S TRIAL WEAVING FACILITY
SHORT COFFEE BREAE
VISIT TO SULZER MEDIZINAL TECHNIEK FOR PRESENTATION ON
THE FARENT COMPANY'S RANGE OF MEDICAL PRODUCTS,
INCLUDING HIP AND FENEE JOINT PROSTHESES AND ON
VASCOTECH, A COMPANY WHICH THE GROUP HAS RECENTLY
ACQUIRED IN SCOTLAND

1215 LEAVE WINTERTHUR FOR ZURICH

1245 FOR LUNCH GIVEN BY THE BRITISH SWISS CHAMEER OF COMMERCE

1300 AT THE BAUOR AU LAC CLITB

C1430 DEPART FOR BEENE

Cl615 ARRIVE HMA RESIDENCE; BERNE

1830 Join Reception given by the British Ambassador

1930 Leave for Kehrsatz

1948 Dinner given by the Federal Council (Dark suit/short
dress)
FPhotocall before dinner
Dinner ends: return to residence

Friday 21 Septembar

0745 Leave residence

D740 Depart by special train for Basle
{Breakfast on the train)
Press will cover arrival and embarkation and will also
traval on train
Arrive Basle station: leave for CIBA-GEIGY
Arrive CIBA-GEIGY. Short briefing on arrival followed
by a brief visit to a research laboratory. Drive to a
production facility within the Ciba-Geigy compound
Press will cover arrival and tour of the production
facility
ILeave CIBA-GEIFY for helipad

Arrive helipad: embark helicopter for sightseeing
flight through the Alps




Touch down at Mannlichen, near Grindelwald
Press will cover stop on the mountailn

Take off for Zurich

Arrive helipad: depart for luncheon engagement
Arrive Muraltengut

Photeocall on arrival

Opportanity to freshen up

hAperitif followed by:

lunch given by the Canten and City of Zurich
Depart for Munsterplates

Meeting at Zunfthaus Zur Meisen with the Vorort

Press will cover arrival: short photocall before
meating

Dapart for wvisit to textile factory (by halicopter)
and then on toc Frendenberg

Press will cover visit to the factory

Arrive Schloss Freudenberg




SULZER BROS LTD, WINTERTHUR

Backaround

L Founded in 1B34, the Sulzer Group ie Switzerland’s
sacond largest ongineering company (aftar ASEA Brown
Boveri). Tarnover in 1989 increased by 1B% to SFR 6375
million, say £2.6 milliard). The company employs about
34,000 people world-wide, of whom some 17,000 are in
Switzerland.

2. The Sulzer group is highly diversified. I[In addition
te its traditional activities - <the manufacture of
weaving machinery, locomotives, gears and pumps and
paper making machinery, it manufactures heating, air
condirioning, refrigeration and contracting eguipment,
medical equipment, thermal turbomachinery and power
systems and compressors. The diesel sngine divisicon has
recently been hived off to-form New Sulzer Diesel AG, a
joint-venture with TItalian and East and West German
companies.

34 In common with other large Swiga heavy enginsering
companias with global interests, Sulzer ran into seriopus
difficultias during the recession of the middle to late
1970's and early 1980's. Thoy embarked on a radical
programme of produet diversification and company
regtructuring, moving away from thair traditional Dut
oftern loss making activities into now technologies and
potential growth areas. The process continues and
€ulzers sSeem to have emerged succesafully from their
difficultiss, They are expected to continue to prosper
inte the 2U"E.

4. Sulzers were the subject of a hostile take-over bid
in 1989. This was succeasfully fougat off, at the price
of accepting on the Board a white xnight in the form of
tha financier, Mr Warner ¥ Rey. Ha was slightly more
acceptabla to the company than the orginal bidder, Mr
Tito Tottamanti, a colourful Ticinese sntrapraneur, who
iz anathema to tha German-Swiss business community.

5, Sulzars have major manufacturing subsidiaries in the
United &States, Germany, France, Italy, Spain, Brasil,
India and Japan. They Thave significant British
operations with subsidiariee based in Farnborough with
700 employees, handling the distribution of heating and
air conditioning eguipment and producsta frem othar parts
of the Sulzer range. Their main manufacturing
activities in +the UX are basmed in Leede, where thay
produce a wide range of pumps. Employees total 500. UK
turnover is in excess of £ 120 million, The company has




won  the Queen's Award for Technological Achievement for
technical excellence in the field of cryogenics.

5. A separates division, Sulzarmedica, wae formed in
January 1990 to consclidate the group's activities in
the medical eguipment gsector. This followed the
take-over in 1988 of the American concern Intermedics,
manufacturars ¢of cardliac pacemakers and artificial heart
valves, Sulzers recently acguired the Bcottish company,
Vascutek Limited of Glasgow, manufacturers  of
plasticisad fabric ALLELY saubstitutea. Thaae
agquisitions complementead Sulzars® traditionally strong
posaition in the orthopaedics sector.

The vigit to tha company

7. The visit will last around ona and a half hours. It
will begin with a wvieit to cthe company's trial weaving
unitc, a customer service facility where advice is given
on adjusting Sulzer machinery to accommodata — new
filaments and threads and where new weaving pattezns are
degigned. M» Thatcher will sea Sulzer machinery in
cperation at the factory of Frite & Caspar Janny at
Ziagelbrilcke on 21 Septembar.

There will bhe & short coffee break at about 11.00

Lhia will be followed by a visit to Sulzarmedica.
Mr Thatchar will be shown a short video and this will be
followed by a vigit to the prodaction facilities.

, short note on Mr Osterwalder Ls attached.

British Consulate General, Zirich,
Septembar 1950




ALOIS OSTERWALDER

Senior Vice President, Sulzer Bros, Ltd, Winterthur.

Educated at St Gallen Graduate School cof Economica (MBA
1955) and the Harvard Busineas School. Joined Sulzers
in 1963. Manager, Group Marketing Services, BSulzer
Canada Inc from 1976 to 1980, in which year he Dbecame
Vice Presidant at Dominion Bridge-5ulzer Inc. Became
Regional Manager Europa-North America at headguarters in
1981. Ha is currently Regicnal Manager for Eaat and
Weat FEuropa and Southern Africa in the  Sulzer
International group, respcneible for companies and sales
sffices in the region., Membear of the Boards of various
Sulzer Group subsidiaries including Sulzer UR (Holdingsa)
Ltd and Sulzer UK Ltd.

Britiah Censulate Ceneral, Zlirich,
Soeptember 1350




GUEST LIST FOR LUNCH GIVEN IN HONOUR OF MR DENIS THATCHER MBE
EY THE COUNCIL OF THE BRITISH-SWISS CHAMBER OF COMMERCE

Bryan Jeeves Vice President of the British-
Swiss Chamber of Commerce. Partner
Laxadmin Trust Co of
Lischtenstein.

Hane joerg Bendal Director, Linda Lansing
Frdertechnik AG, Dletlikon.

Hana-Uall Bargaer First Vize Proaldent, Swies Bank
Corporation

Hans-Ruedi DHrcr Director, Ciba-Geigy Ltd, Basel

Anthony Farnfisld MEE Managaer for Switzarland and
Austria, British Alrways

Michaal Fornara Principal Manager, Switzerland,
Lloycs Bank Ltd, Ganava

Hans Halbheer CBE Senicr Vice Presideant, Crédit Suisse,
Zlirich

Barry Martin General Manager, Royal Bank of Scetland
Ziirich

Jaan-Plerre Miiller OBE Managing Director, ICI (Switzerland),
slirich

Aloie Osterwalder Vvice President, Sulzer Internationsal
Group, Winterthur

v Parch-Nizleen General Manager, Shell (Switzerland)
Zirich

Wolf von Quast Ganeral Manager, Standard Chartered
Bank; Zlirich

Alan Rae CBE Chairman, Ciba-Celgy ple, London

Ure Schild Sanior Vice President, Unicn Bank of
Switzerland, IZldrich

Gavin Trechman General Manager, BP [Schwelz) AG, Idrich

Anthony Morgan CMG HM Ccnsul Seneral and Director of :
British Expor:z Promotion in Switzerland
and Liechtenstein

Michael Smith HM Consul (Commercial), Zidrich

British Consulate General, ZUrich,
Septamber 1590,




PEASONALITY NOTES ON GUESTS AT BRITISH-SWISS CHAMBER OF
COMMERCE LUNCH

BRYAN JEEVES
Vica Preaident of the British-Swigs Chamber of Commerce.

Born 1940. Worked with the Pearl Insurance Company and
Universal Sales Ing from 1957 to 1863. On his marringe
toe a Liechtensteiner settled In the Principality and
startad a translation bureau. Har since built up a
number of successful businese wventures. I8 a Partner in
Bissig, Jeeves & Partners, Consultants, and in Lexadmin
Prust, & fiduciary and trust company. Chairman of BLT
Speditions Group, an intermaticnal freight ZIorwarding
company, including Foster Biggs & Sons Ltd of London,
the Jeeves family business. Partner Iin thes Rassia
Group, which handles music publishing and recording
righta. Has been a Councillor of the British-Swiegs
Chamber of Commerce since 1581 and Vice President since
1950,

HANS-JODERG BENDEL
Diractor, Linde Lansing Fdrdertachnik AG.

Born and eduocated in Switzerland. Graduated in 1948
from the Federal Institute of Technology, ZlUrich (ETH)
as a mechanical engineer. After working in the
autometive industry and as Technical Editor of the Bwiss
motoring weekly “Automobil-Revus® from 1951 to 1952,
joined Lansing Bagnall in 1957 with the task of starting
and developing & network of subsidiaries and
discributorships throughout Ceatral Europe. A Director
pf the parent company from 1958 until the merger with
Linda, aupervising Greup activities in continental
Burope.

HANS=UELI BERGER

First Vice President, Swiss Bank Corporatien, 2lrich,
responsible for tha UK and Ireland.

Educated at the Cantonal Commerciml College in 8t
Gallen, at the New York Institute of Finance and the
mmarican Inetitute of Banking. Joinad the Swiss Bank
Corporation in 1961. In the bank’s New York Branch from
1957 to 1970 and representative in Johannesburg from
1972 to 1979,




HANS R DUERR
Head of Regional Services at Cloa-Geligy, since 1984.

Bern 1930. Joined Ciba<Ceigy in 1947 as a commercial
apprentice and has spent his whole working life in the
cCOmpany . Worked at Ciba-Geigy's Duxfeord plant in 1353.
Appointed Director of Commercial Relatione in Clba-Geigy
UK in 1876, Appeinted head of Regional Services in

iba-Geigy in Basel in 1979 and actes as the company’s
sharahclders’ representative L(n most of the European
subsidiaries. A vice President of the British-Swies
Chambar of Commerce in Ziirich.

ANTHONY FARNFIELD MEE

Manager for Switzerland and Austria, British Alzways.

Born 1939, Has worked as an Overssas Manager for
Britigh Airways for many years. Bafora coming to
Switzerland in 1988 was BA Manager in Denmark. Other
agsigrnments have included Poland, Lebanon, Zimbabwa, the
Carikbean, Ethicpia and West Africa. Awardsed the MBE in
196885 for mervices to Britlsh civil aviation intereets.

MICHAEL FORMAHA
Principal Manager for Switzerland, Lloyds Bank, Geneva,

Born 1943. Educated at St Paul‘s Bechool, London.
Joined Lloyde Bank in 1961 and transferred to Lloyds
Bank Europae in 1966. Served in tha bank's branches in
cannes and Paris and with the Bank of London and South
America in Paris and valencia before being transierred
te Geneva in 1982 as Assiatant Manager for Investments.
Appointed Manager for Private Banking in 1983 and later
Seniocr Manager In charge of Marketing and Product
Develcpment in the International Private Banking Group
in Ganeva. In April 1988 he was promoted Principal
Manager for Switzerland responsikble for the bank's
private banking activities in Switzerland. Bacame thea
British-Swiss Chamber of Commerce Councillor for the
Geneva Area in 19B3.




0R HANS HALBHEER CEE
Senior Vice President, Crédit Buisse,

Born 1525. Educated at tha Universities of ZIlUrich,
Geneva and Stanford, California (Dr of Law). Joined the
Bank of America in San Prancisco and worked there for a
number of years before joining Crédit Suisee in 1564,
From 1971 to 1974 was head of the Swiss Trade
pevelopment Office in Ztirich (rough equivalent of the
BOTH) . Then rejoined Crédit Suisse and is now Genior
vice President 1in charge of Public Affairs,. was
President of tha British-Swiss Chamber of Commerce from
1980 to 1983. Awarded the CBE in 1985.

BARRY MARTIN

General Manager of the Royal Bank of Scotland, Zlrich,
sinca 1990.

Joined Glynn Mills & Co in London in 1968 and stayed
with the bank through its mergers with Williama Deacons
in 1970 and the Royal Bank of Scotland in 1983, Has
worked mainly 4in the City of Lonaden, His present
appolntment is his Firat job abroad.

JEAN-PTERRE MUBLLER OBE
Managing Director, ICI (Switzerland) AG.

Born 1931. After completing buasiness studies worked for
two years in the UK before 4joining ICI (Switzerland) AG
in 1956. Bacama Chiet Executive of the ILE
(5witzerland} Group 4in 13976, FPresident of the Swiss
Plastice Industry Fedaraticon. Freasident of
Britigh-Swiss Chamber of Commerce Ln Switzerland from
1985 to 1987. Awarded the OBE in 13388.




ALOILIS OSTERWALDER
Senior Vice President, Sulzer Broas, Ltd, Winterthur.

Educated at S5t Gallen Graduate School of Economics (MBA
1965) and the Harvard Business School. Joined GSulzers
in 18689. Manager, Group Marketing BServices, Sulzer
Canada Inc from 1976 to 1980, in which year he became
Vica President at Dominion Bridge-Sulzer Inc. Became
Regional Manager Eurcpe-North America at headgquarters in
1981. He 18 currently Regional Managar for East and
Wast Eurcpe and BSoutharn Africa in the Sulzar
International group, responsible for companies and sales
offices in the region. Member of the Boards of various
Sulzer Group subsidiaries including Sulzer UE (Holdings)
Ltd and Sulzer UK Ltd.

JORGEN PERCH-NIELSEN

General Managar and Chief Executive, Ehell
(Ewitzerland).

Born 1936. EBducated at the Danish Technical University
‘n Copenhagen. Graduated ae a Chemical Engineer in 1360
and in Bueiness Administration in 1963. Joined Shell in
1962 in Denmark and after having fillad wvarious
cosittions 4in Shell offices in Europe was appointed
Genaral Manager, Shell Austria, in L9683, Was
coordinator for Bastern EBurope for Shell Intezrnaticnal
Petroleum Co in London from 1986 to 1985, when he was

appeinted to his presant post.

WOLF VON QUAST

Chief Pxacutive, Standard Chartered Bank, Switzerland.

g8orn 1941 in Brandenburg. Family £led to the west in
1845. After schooling and militazy eervice, Joined
Bankhaus Conrad Hinrich Donner, a private bank in
Hamburg, as an apprentice., Studied for the banking
diplema of the Hamburg Chambar of Commerce. Joined
Chartered Bank in 1966 as a membar of the bank’s
international overseas staff and has since served in
Hong Keng, Singapore, Tokye, Hamburg and Frankfurt. Was
Manager in Abu Dhabi from 1985 to 1988. Appointed in
1988 to run Standard Chartered Bank's threa operating
unite in #iirich and Geneva concentrating on private

bPanking.




ALAN RAE CBE

Former Head of Ciba-Gelgy UK.

Born 1925 in Scotland. Law dagree £rom Glasgow
University. Legal practice in Indla for 15 years.
Joined Ciba-Gaigy 4in Basel ae Dirsctor of Legal and
Patents Department in 1964. Member of the Hanagement
Committes in Basel in 1969. Appointed Chairman of
ciba-Gelgy Group in the UK in 1971 and made a Member of
the Executive Committes of the parent company. Prom
1972 to 1987 was aleo responsible for Ciba-Geigy's
oparations in India, Pakistan, Japan and Australlia.
Member of the Councll of the CBI in 1981, Presldent of
the Chemical Industries’ Association in 1986 and WVice
Chairman of the Business and Industry Adviscry Committee
to the OECD.

URS BCHILD :
Sanior Vice Premident, Union Bank of Switzerland.

Born 1928. Studied Law at University of Bern. Joined
Union Bank of Switzerland in 1955 and has spent his
whole career with that bank. Was in New York from 1953
to 1964. Thersafter returnad to Elirich in the
International Divislon. From 1967 to 1975 was in charge
aof correspondent banking in the United States and Canada
and from 1975 to 1985 covered East and West Europe
including country rlsk control. Has been attachad to
the Executlive Board for special projects since 198%. A
member of the Council of the British-8wiee Chambar of
Commerce since 1980,

British Consulate General, ZUrich,
Saptember 19390
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DW Ca-vﬂ\f\:xp:

VISIT OF ME DENIS THATCHER TO THE BRRO ENGINEERING FAIR :
17 SEFTEMBER

The Prime Minister and Mr Thatcher are wisiting
Czechoslovakia from 16-18 September. Mr Thatcher will
travel to the Brno Engineering Fair on 17 Septembar to maat
some of the Britiah companies exhibiting there.

I enclose briefing material for Mr Thatcherfs wisit to
Brno, which covers:

i) the background to the economic reform programme in
Czechoslovakia;

UK/Czechoslovak Trade Relations; and
details about the British trade associations present

at the fair; and a list of the people they are
supporting.

{
=3 &\¢
tﬁﬂa,lA}::E) o
ROSALIND COLE
Private Secretary




1318541
COPY._ FOR PRIVATE DOFFICE
COMMENT: SUSPECT PART 1 OF 2 IS PRAGUE TELNOD 714

EDHFI’NTI.AL CCOMMS NOTE : SUSPECT THAT
FM PRAGUE PART 1 IS PRAGUE TEL 714)
TO IMMEDIATE FCO

TELNO 715 S

OF 121400 SEPTEWBER %0 "_j Fame
INFO IMMEDIATE BUDAPEST N ALE
INFO IMMEDIATE ALL OTHER EAST EUROPEAN POSTS

’ i

PART 2 OF 2
CORRECTED VERSIOM
MIPT: PRIME MINISTER'S WISIT: SCEME SETTER

8. THERE IS NO EVIDENCE YET OF ADVERSE PUBLIC REACTION

TO THE FIRST STEPS TOWARDS A RATIONAL ECONOMIC STRUCTURE,

THE SACRIFICES THIS ENTAILS BEING CONSIDERED BOTH DESIRABLE
AND WECESSARY: BUT THE GOVERNMENT IS GOING TD NEED STRONG
NERVES WHEN THE GOING GETS REALLY TOUGH. ALREADY THERE 1S
TALKE THAT CALFA,. FOR ONE, MAY NOT SURVIVE AMD FINANCE MINISTER
KLAUS HAS TOLD A CANADIAN WISITOR THAT HE MAY NOT BE IN OFFICE
EY JANUARY. THE NEW LEADERSHIP REALISES (AFTER STUDYING

DUR EXPERIENCES IN THE EARLY 1980'5) THAT THERE MUST BE SOME
ENCOURAGING SIGNS SOMEWHERE IN THE ECONOMY TO OFFSET THE

FAIN ELSEWHERE: HENCE THE ENTHUSIASM, FOR INSTANCE, FOR SMALL-
SCALE DENATIONALISATION AND THE SEMSE OF LIBERATION THIS IS
EXPECTED TO BRING. EVEN BEFODRE THE STARTING UP DAY

AMD DESPITE MANY PROBLEMS OVER FROPERTY RIGHTS, A FEW SMALL
FRIVATE SHOPS AND RESTAURANTS HAVE ALREADY OPENED HERE IN PRAGUE
ERINGING A WHOLLY DISPROFPORTIONATE RAISING OF THE SPIRITS.

THE CIECHOSLOVAKS ARE ALSDO LOOGKIMG FOR SOME EMCOURAGEMENT

FROM ABROAD IN THE FORM OF FOREIGN INVESTMENT AND LARGE SCALE
HELP FROM THE EBRD (AND PERHAPS ALSO SOME EMERGENCY AID FROM
THE GZ& DVER OIL): THE PRIME MINISTER CAN BE EXPECTED TO BE
FRESSEDR OM THESE POINTS.

Y. THERE IS5 LITTLE CHANGE ON FOREIGN POLICY SINCE PRESIDENT
HAVEL'S VWISIT TO LONDON. THE COURSE HAS BEEN SET AND THERE

IS NO REASON TO BELIEVE THAT IT WILL ALTER IN WAYS UNWELCOME

TO US. AS I REPORTED IN MY TELNOS 700D AND 7D1 MANFRED WOERNER
HAS COME AWAY FROM PRAGUE WITH THE CLEAR IMPRESSION THAT THE
PENNY HAS FINALLY DROPPED OVER THE PURPOSES AND PERMANENCE

OF MATO AND THAT CIZIECHOSLOVAK AMBITIONS TO TAKE THE LEAD OVER
THE FUTURE ARCHITECTURE OF EUROFE HAVE BEEN TEMPERED INTO

MORE MODEST AND REALISTIC EXPECTATIONS. THE PRIME MINISTER

WILL, I EXPECT, BE LOBBIED STRONGLY OVER THE POSSIBILITY

OF SITING THE SMALL CSCE PERMANENT SECRETARTAT HERE IN PRAGUE.
THERE IS MUCH ENTHUSIASM HERE FOR THE PRIME MINISTER'S SUPPORT
FOR THE EVENTUAL ENLARGEMENT OF THE COMMUNITY TO INCLUDE COUMNTRIES
LIKE CZECHOSLOVAKIA BUT CONSIDERATION OF WHAT SORT OF

COMMUNITY THEY WISH TO JOIN IS STILL RUDIMENTARY. THE LEADERSHIP
HERE IS RESOLUTE OVER THE GULF AND NO SANCTIONS-BREAKING CAN

BE EXPECTED HERE.

10, ANGLO-CZECHOSLOVAK RELATIONS REMAIN LARGELY UNTROUBLED.

THE ABOLITION OF VISAS FOR SHORT TERM VISITORS, THE ONE

REAL IRRITANT. WILL BE GREETED WITH SATISFACTION BUT WILL

NOT HAYE THE OPTIMUM POLITICAL IMPACT HOW THAT S0 MANY

COUNTRIES HAVE BEATEN US TO THE DRAW. WE CAN TAKE SOME
SATISFACTION OVER THE CLEVER USE THAT HAS SO FAR BEEN MADE

OF CUR LIMITED KNOW HOW-FUNDS: TO HAVE AN ADVISER WORKING

IN THE PRIME MINISTER'S OFFICE AND A TEAM OF ADVISERS WORKING FOR




THE ERIVATISATION COMMISSIONER ALREADY IN PLACE IS A FINE S5TART.
OUR FIRST ENGLISH LANGUAGE PROJECTS ARE ALS0 WELL-CONCEIVED

BUT, THE BRITISH COUNCIL WILL MNOT BE FULLY OPERATIOMNAL HERE

UNTIL THERE ARE ADEQUATE PREMISES. 1 SPOKE TO DIENSTBIER

ABOUT IS LAST WEEK AND WE SEEM ONCE AGAIN TO BE TREMBLING ON
THE B K OF REGAINING AT LEAST PARTIAL POSSESSION OF THE
KOUNICKY (KAUNITZ) PALACE. THE CZECHOSLOVAKS, OF COURSE, WILL
BE LOOKING FOR A LARGER, MORE EXTENSIVE KHF PROGRAMME.

y 2 TO ADVANCE THE BILATERAL RELATIONSHIP OUR NEXT STEP

MUET BE TO REDRESS THE BALANCE OF MINISTERIAL VISITS. MR BAKER
WAS GOOD ENOUGH TO INWITE DLOUHY, THE YDUNG AND PROMISING
MINISTER FOR ECONOMIC AFFAIRS AND WE SHOULD GET THIS IN BEFORE
CHRISTMAS AS THE LATEST. I HAVE MANAGED TO PERSUADE KLAUS

TQ GO TO DITCHLEY IN EARLY NOVEMBER. BUT THE REAL CATCHES
MUST BE CALFA AND DUBCEK: SEVERAL OF MY COLLEAGUES ENJOY CLOSE
RELATIONS WITH THE FORMER BECAUSE OF HIS VISITSE TO THEIR
COUNTRIES aAND DUBCEK IS5, AFTER ALL, DUBCEK. FOR OUR PART WE
SHOULD ASK THAT SERIOQOUS CONSIDERATION BE GIVEN TO THE BALFOUR
BEATTY/BAA BID FOR THE PRAGUE AIRPORT EXTENSION (LAMPL OF BOVIS
IS MORE OR LESS RECONCILED TO THE FACT THAT BALFOURS HAVE THE
EDGE HEREJ) AND TO THE BRITISH TELECOM INTEREST IN THE PROPOSED
CELLULAR NETWORK. THERE IS5 MUCH DISQUIET HERE THAT PLANS

ARE WELL ADVANCED TO AWARD THE LATTER CONTRACT

TG TWd AMERICAN CARRIERS NEITHER OF WHICH HAS EXPERIENCE OF
CELLULAR NETWORKS OR IS PERMITTED BY LAW TO OPERATE
INTERNATIONALLY. THIS 15 SCARCELY CONSISTENT WITH
CLZECHOSLOVAR INTEREST IN INTEGRATING WITH THE EUROPEAN
TELEPHONE NETWORK. A WORD FROM THE PRIME MINISTER MIGHT

JUST TURN THE TIDE IN FAVOUR OF BRITISH TELECOM.

12. THE CULTURAL RELATIONSHIP IS DREVELOPING SPLENMDIDLY.

THE ERIGHTON FESTIVAL THIS YEAR WAS DEVOTED TO CIECHOSLOVAK
ARTISTIC ACHIEVEMEMNTS AND THE THEME AT EDINBURGH WAS CZECH
MUSIC. THEROLLING STOMES CONCERT IN AUSUST WAS A SEMSATION, HOT
LEASTWITH M5 HAVLOVA, A FAM WHOSE CHARITAELE FUND WILL BEMEFIT
ENORMOUSLY. SIR ALEC GUINMNESS AND JEREMY IRONS ARE ARRIVING
OVER THE WEEKEND FOR THE SHOOTIMG 0OF KAFKA'S THE CASTLE:

CLATRE BLOOM IS5 EXPECTED TO PUT ON A ONE-WOMAMN SHOW IN
NOVEMBER: BARRY KYLE IS DIRECTIMEG KING [LEAR: AT THE MATIONAL
THEATRE HERE IN FEBRUARY: AND THE SAME MONTH OUR NATIONAL
THEATRE WILL BE BRINGIMG RICHARD III AND THEIR OWMN KING LEAR.
AND LAST BUT NOT LEAST, LORD PORTER, PRESIDENT OF THE ROYAL
SOCIETY,. IS COMMING IN OCTOBER TO START UP THE OLD RELATIONSHIP
BETWEEN THE TWO SCIENTIFIC COMMUNITIES. THIS IS5 AN IMPRESSIVE
RECORD OF WHICH WE CAN BE PROUD.
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SuMMARY

i. SCENE SETTER FOR THE PRIME MINISTER'S WISIT NEXT WEEH.
ANXIETIES OVER THE FEDERATION, LAW AND DORDER AND THE ECONOMY
BUT THE ECOMOMIC CRUNCH IS YET TO COME. COURAGE ANMD REBOLUTIONM
HILL BE NEEDED.

DETAIL

48 IN CONTRAST TO THE EUPHORIA THAT ATTENDED THE REVOLUTION
LAST NOVEMBER &ND THE ELECTIONES IN JUME, THE PREVATLIMD

MODOD HERE IS ONE OF APPREHENEBIONM, EVEN PESSIMITM. PERHARE
THIE IS ONLY MNATURAL. THERE WAS BOUNMD TD BE A RERCTICH
AFTER THOSE HEADY DAYS AND THE EFFECT OF STRIDENT PUBLIC
DEBATE IS UMDOUBTEDLY UNNERVING FOR & PEOPLE LNUSED TO FREE
SPEECH. DIFFERENCES OF YWIEW BETWEEM THE CASTLE AND THE
BOVERNMENT, WITHIN THE GOVMERNMENT ITSELF, IN THE MATIONAL
COUMCILS AND THE FEDERAL ASSEMBLY ARE WOT SEEN AS THE BTUFF
0OF DEMOCHEACY BUT AS WORRYING EVIDENCE THAT THIMEE ARE

COMING APART. THERE IS WIDESPREAD CRITICISM OF THE

SL.0W PACE OF CHAMNGE WHICH I8 BURPRISING WHEM DNMNE COMNSIDERS
Hid FAR THE COUNTRY HAS COME IM A FEW SHORT MOMTHE OR
REMEMBERS THAT THE INITIAL STAGES DF DENATIONALISATION,

THAT OF PERSONAL PROPERTY AND SMALL BUSINESSES, BEGIN NEXT
KWEEH. I WOULD HOPE THAT ONE ELEMENT OF THE PRIME MINIBTER'S
FMESSASE TO CFECHOBLOVEKIA WOLWD BE TO COMMEMD WHAT HAS BEEN
DONE 80 FAR, NOT ONLY AS ACHIEVEMENTS IN THEMSELVES, BUT RS
PROOF OF THE COUNTHY'S IWMNER STREMGTHS RE WELL.

%.  THE PROBLEMS ARE NONMETHELESS REAL ENDUBH. AT PRESENT THE

MOST IMMEDIATE CRAUSE OF CONCERN APPERRS TO BE THE EVIDENCE

OF MATIONALIST TENSIONS NOT ONLY BETWEEN CIECHB AND SLOVARES

BLUT EVEM BETWEEN THE CIECH SPERKERES IE BOHEMIANS, MORAVIANS

AND SILESIANS, THE LEADING CZECHS AND SLOVAKE RRE SINCERE 1M

THEIR EFFORTS TO MAKE THE FEDERATION WORK BUT, IN TRALKIMS

WITH MR BAKER A FEW DAYS AGO, THE CIECH PRIME MINISTER PITHART WRE
CLEBRLY WORRIED THAT PUTLIC SUPPORT WAS WANMING IN BOTH REPUBL ICS.

HIS FESRS ARE TO SOME EXTENT BORNE OUT BY THE LATEST DPINION

POLL WHICH SHOWS A COMNSIDERABLE DROP IN SUPPORT FOR BOTH

THE PUBLIC ABAINST VIOLENCE (VAN) AND THE CHRISTIAN DEMOCRATS

AND A SMALL RISE ( 3 PERCENTAGE POINTS) IN SUPPORT FOR THE SLOVAK
MATIOMAL PARTY. THERE I8 STILL A CLERR MAJORITY IM FAVOUR OF
FEDERATION AOMD THE MNATIOMNALIST MUMBER OMLY 17 PER CENT DR S0O: BUT

THE WORARY IS THAT STREMNGTH OF THE LATTEA, FINANCED AND SUPPORTED FROM
THE SLOVAK COMMUNITY ABROAD, WILL CONTINUE TO GROW PARTICULARLY IF,
AS SEEME POSSIBLE., ECONOMIC HARDSHIP HITS SLOVAKIA DISPROPORTIONATEL
L

MORAVIAN AND SILESIAN SEPARATISM IS LESS STRONG: THE ONMLY REAL EFFECT
OF THIS 80 FAR HAS BEEW TO IMPEDE THE WORK OF THE CIECH MATIDONAL
COUMCIL ({PARLIAMENT).




Q. ?N'E DAMBER INM ALL THIS IS5 THAT THE LERDERBHIP AND THE
POPULATION WILL COMPOUND THEIR PROBLEMS BY WORRYING = AND
TALKING — BOUT THEM OVER=MLUICH. I THE NEGOTIATIONS OVER THE
NEW, DEMOCRATIC, CONSTITUTION THERE IS5 A RIBK OF COMDEDRING

TOO MUCH TO THE NATIONAL COUNCILE AND GOVERNMENTS AMD TOO LITTLE
TO THE FEDERAL COUNTERPARTS WHEN WHAT THE COUNTRY MEEDS IS

FIARM BOVERMMENT AND CONSISTENT POLICIEE IN THE FRCE OF
FORMIDABLE CCONOMIC PROBLEMS. MRS THATCHER MIGHT WISH TO
EXPLORE THIZS WITH THE PRESIDENT, THE PRIME MINISTER AND IN
ERATISLAVA WITH MECIAR WHO HRS BEEN RESOLUTE AMD CUNMING 1M

THE NEGOTIATIONS SO FAR ON THE DIETHIBUTION OF POWER BETHEEM THE
FEDERAL AKND THE MATIONAL AUTHORITIES. My IMPDRESSION IS THRT
PRESIDENT HAVEL COMSIDERS THAT MUCH OF THE EXCITEMENT OQVER
MATIONALISM IS SOMETHING GOT UP BY THE MEWSPAPERS WHERERS

CALFA TAKES A MORE SOMBRE YIEW. IN THIE COMNECTION THE PRIME
MINIBTER MAY HEAR COMPLAINTE OVER HUNGARY'S ATTITUDE TO THE
HUNGARIAN MINDRITY IN SLOVAKIA. CIECHOBLOVAKES FIND THE
HUNGARIANS TOO MARROWILY ETHNOCENTRIC, PAYING ITTLE REGRRD

FOR THE WIDER PICTURE.

=W ELSEWHERE THE POLITICAL SCENE IS NOT TOO DISCOURAGING

AT LERET FOR THE PREBENT. TEHMSIONS BETWEEN THE PRESIDENTIAL

TEAM (PRARTICULARLY WABNER ATHE ECONMOMIC ADVISER) AND

THE GOVERNMENT (PRRTICURRLY FINANCE MINISTER KLAUS) CONTINUE,

A9 THEY HRVE BINCE THE INCEPTIONM OF THE MEW REGIME, BUT THE
GOVERNMENT HAS MANMAGED TO SECURE AGREEMENT ON A BERIES OF

DRAFT LAWS NOW BEFORE THE FEDERAL ASSEMBLY ON PRIVATISATION

AMD OM A SHORT-RANGE ECONOMIC STRATEGY, WHILE THE LEADERS OF
FESEMALY [0 NMOT APPERR PARTICULARLY FRCTIOUS. THE CIVIC

FORLMM COMTINUES TO HAVE A BUIDING HRAND ON THE GENERAL DIRECTION OF PO
POLICY BUT MANY HAVE THE IMPRESSION OF A SLOW DRIFT TOWARDES A BREAM-
Up INTO FACTIDNS WHICH MARY PROVE TO BE THE BEGINNING OF INCIPIENT
POLITICAL PARTIES. IN HIS BPEECH TO THE NEW FEDERAL ASSEMBLY

IN JULY., PRESIDENT HAVEL PREDICTED THAT PRRTIES OF THE FUTURE

WOULD EMERGE FROM THE FORUM VPN BUT THIS STILL LOOKE ZS0ME WAY

OFF . THE MEET ITEM OM THE POLITICAL RBEENDA RARE LOCAL ELETCTIONS,

MNOW PLANNED FOR NOVEMBER. THESE mMAY ACT AE A TONIC FOR A SOCIETY
HHICH BELIEVES, BQUITE RIGHTLY, THRAT THE APFARAT REMRINS
SUBSTANTIALLY LNCHANGED AT THE DIBTRICT LEVELLM

E. THERE IS NOW A VYERY REAL PROBLEM OVER LRAW AND ORDER.
CIECHOSLOVAKIA IS EXPERIENCING A MAJOR CRIME-WAVE. EVERY DAY
OME HEARS OF MUBGINGS AND BURGLARIES AFFECTIMNG THOBE WITHIM
OUR OWM CIRCLE OF ACOURINTONCES ANMD THE POLICE ADMIT TO &

40% IMNCREARSE IN SERIOUS CRIME THIE YERR. THE GYPEIES, ALLOWED
BACK INTD THE CITIES AFTER S0 mMANY YEARE, ARE OFTEM BLAMED

AND THERE HAVE BEEN UGLY INCIDENTS IN WHICH THEY HRVE BEEN
ATTACKED IN THE STREETS: BUT OTHER FACTORS MUST INCLUDE THE
LEADERLESS POLICE, NOW THAT THE LINES OF COMMAND NO LOMGER RUN
THROUGH THE STE {(DEFUNCT) AND THE PRESIDENTIAL AMNESTY LAST
JAMUARY WHICH RELEASED 80 MANY HOMELESS AND

JOBLESS MEN BACK ON THE BTREETS. PUBLIC PERCEPTIONS OF THE
LEADERSHIP HAS BEEN AFFECTED BY THE LAW AND ORDER ISBUE AND
VIGODROUS ACTION [8 NECESSARY IF THIE I8 NOT TO DAMABE THE
GOVERNMENT®* S STANDING SERIQUELY. WE HAYE DOFFERED TO HELP WITH
POLICE TRAINING AND ADVICE BUT MATTERE HAYE MOT MUCH ADVANCED
RECENTLY. THE PRIME MINMISTER MIGHT BUCCEED IN PERSUADIMNG HER
HOSTSE TO PUT SOME URGENCY BEHIND THIS PROFDSAL.




7 e THERE ARE SOLID SGROUNDE FOR APPREHEMBSION OVER THE ETATE

OF THE ECOMNOMY. HERE, RS EVERYONE KMNOWS, THE CRUNCH HAS

STILL NOT COME AND NOBODY CAN BUEEBE HOW PRINFUL IT WILL BE WHEM

ITE DOES. SOME FEAR FOR THE IMPRCT OM THE MEW AMD RELATIMVELY
CEMTRAL DEMOCRATIC IMNETITUTIONE BUT IT I8 HARD TO EBEE ANY

RETURN TO THE TOTALITAIRIAM PRST. THE MNEW LERBERSHIP HAB

HALD GRERT DIFFICULTIES IN RECONMCILING THE WIEWS OF THOSE WSO

HAN TO B0 FASTER AMD THOSE WHDO WANT A GENTLER PACE: ANMD

INDEED TO PRODUCE A CONSENSLE OM THE SHORT TERM STRATERY

THERE HAD TO BE AN AGREEMENT TO DISAGREE ON WHAT EXCHAMGE

RRATE IS5 TO OPERATE FROM THE EMD OF THE YEAR . {THERE ARE FURTHERMORE
DOUBTS WHETHER THE FULL RATIONALISATION OF PRICES WILL IN FRCT

BE ACCOMPL ISHED BY JAMUARY AS PROMISED. ) BT EVEN IF THERE WERE
GOVERMMENTAL HARMONY OM THESE [BBUES IT IS DOUBTFUL IF THIS

COULD SOO0THE PLUELIC AMXIETIES OVER UNEMBLOYMENT, THE

COLLAPSE OF THE RASBLUREDR MARKETSE IN THE EMERA COUNTRIES,

PARTICULARLY THE BDR, AND MOW THE SHORTFALL IN OIL BUPPLIES

FROM THE BOVIET UNIDN WHICH THRERTENS DISRUPTIONS OF INDUSTRY

AND TRANSPORT . (ON THE LASYT POINT, THE FRUSTRARTIOM OF THE RSREEMENT
WITH IRAQ MUST HAVE BEEM PARTICULAORALY DISHEARTEMING) .

0* KEEFFE




1 SOE0SF

CONFIDENT IHAL

Fil PRAGUE

T8 IMMEDIATE FCO

TELMNDO Ti13

OF 12140671 SEPTEWMBER 0

INFO IMMEDIATE BUDRPEST

INFO IMMEDIATE ALL OTHER EAST EUROPEAN POSTS

HMIPT

. THERE IS MO EVIDENCE YET OF ADVERSE PUBLIC RERCTION

T THE FIRST STEPS TOWARDS A RATIONAL ECONOMIC STRLCTURE,

THE BRCRIFICEES THIS ENTRILS BEING CONSIDERED BOTH DESIRRBLE
AMD NECESSARY: BUT THE GOVERNMENWMT IS5 GOING TO MEED STRONG
MERWVES WHEM THE GDING GETS RERLLY TOUGH. ALREADY THERE IS5
TALK THAT CALFAR, FOR DONE, MAY. NOT BURVIVE AND FINRNCE MINIBTER
KLAUE HAS TOLD A CANRDIAN VIBITORE THRAT HE MAY NOT BE IN OFFICE
BY JANURRY. THE MEW LERADERSHIP REALISES (AFTER STUDYING

OUR EXPERIENCES IMN THE ERARLY 13980"5) THRAT THERE MUST BE SUOME
ENCOURAGING SIGNS SOMEWHERE IN THE ECONGMY TO OFFSET THE

PAIN ELBEWHERE: HENCE THE EMTHUSIASM, FOR INSTANCE, FOR SMALL-
SCALE DEMATIONALISATION ANMD THE BENSE OF LIBERATION THIE I8
EXPECTED TD BRING:. EVEN BEFORE THE STRRTINE UP DAY

AMD DESPITE MANY PROBLEMES OVER PROPERTY RIBHTS, A FEW SMALL
PRIVATE BHOPS AND RESTAURANTE HRVE ALRERDY OPENMED HERE IN PRAGLE
BRINGING A WHOLLY DISPROPOATIOMATE RAISING OF THE SFPIAITE.

THE CIECHOSLOVAKS ARE ALSD LOODKING FOR SOME EMCOURRGEMENMT

FROM RABROAD IN THE FORM OF FOREIGN INVESTMENT AND LARGE SCALE
HELFP FROM THE EERD {(AMD PERHAPE ALBO0 SOME EMERGENCY AID FROM
THE G24 DOVER OIL): THE FRIME MINISTER CAM BE EXPECTED TO BE
PRESEED BN THESE POINTS.

i [ HERE IS5 LITTLE CHANGE ON FOREIGMN POLICY SINCE PRESIDENT
HAVEL™S VISIT TO LONDOM. THE COURSE HAS BEEN SET RAND THERE

IS NO RERSON TO BELIEVE THAT IT WILL RLTER IN WRAYS UNWELCOME

TDO UB. AS I REPORTED IM MY TELNDZ YOO AND TO1 MANSRED WHOERMER
HAS COME RAWARY FROM PRAGUE WITH THE CLEAR IMPRESSION THRAT THE
PENNY HAS FINALLY DROPPED OVER THE PURPDSES AND PERMANENCE

OF WNATO AND THAT CIECHOSLOVAK AMBITIONS TO TAKE THE LERD OVER
THE FUTURE ARCHITECTURE 0OF EUROPE HAVE BEEN TEMPERED INTO

MORE MODEST AND REALISTIC EXPECTATIONS. THE PRIME MINISTER

WILL, I EXPELCT, BE LOBBIED SETROMELY OVER THE POSSIBILITY

OF BITINME THE SMALL CSCE PERMAMENT SECRETARIAT HERE IN PRABUE.
THERE IS MUCH ENTHUSIASEM HERE FOR THE PRIME MINISTER'S SUPPORT
FOR THE EVENTURL ENLARGERMEMT DOF THE COMMUNITY TO INCLUDE COUNTRIES
LIKE CIECHOSLOVAKIA BUT CONSIDERARTION OF WHAT BORT OF

COMMUNITY THEY WISH TO JOINM I8 STILL RUDIMENTRHRY. THE LERDERSHIP
HERE IS RESOLUTE OVER THE BULF AND NO SANCTIONS—BRERNING CAN

BE EXPECTED HERE.

10, AMNGLO-CZECHOSLOVAK RELATIONS REMAIN LARGELY UNTROLBLED.
THE ABOLITION OF WISAS FOR SHORT TERM VISITORS, THE ONE

REAL IRRITANT, WILL BE GREETED WITH BATISFACTION BUT WILL
NOT HAVE THE OPTIMUM POLITICAL "ITMPACT MNOW THAT S0 MANY
COUNTRIEE HAYVE BEATEM US TO THE DRAW. WE CAN TRHE SOME
SATISFACTION OVER THE CLEVER USE THAT HAS S0 FAR BEEN MADE

OF OUR LIMITED HMOW HOR-FUMDSE TO HAVE AN ADVISER WORKING
IN THE PRIME MINISTER'S OFFICE OND A TEAM OF ADVISERS WORKING FOR




THE IVATIEATION COMMISSIOMER ALREADY IM PLACE IS A FINE START.
QUR FLIRET ENGLISH LANGUAGE PROJECTE ARE ALSO WELL-CONCEIVED

BUT THE BRITISH COUNCIL WILL NOT BE FLLLY ODPERATIONAL HERE
UNTIL THERE ARE ADERUATE PREMIBES. I SPORKE TO DIENSTRIER

ABOUT THIE LAST WEEK AND WE SEEM ONCE AGRIN TO BE TREMBLING ON
THE BRINW OF REGRIMING AT LEAST PARTIAL POSSESSION OF THE
KOUMICKY (KAUMITI) PRALACE. THE CIECHOSLOVAKS, OF COURSE,

BE LOOKING FOR A LARGER, MORE EXTENSIVE KHF PROGRAMME.

ii. TO ADVANCE THE BILATERAL RELATIONSHIP DUR NEXT STED

MUET BE TO REDRESS THE BALANCE OF MINISTERIAL VISITS. MR BRAKER
WAE GOOD ENMDUGH TO INVITE DLOUHY, THE YOUNGE AND PROMISING
MINISTER FOR ECONOMIC AFFAIRS AND WE HHOULD GET THIS IN BEFORE
EHRISTMAS AS THE LATEST. I HRAVE MANAGED TO PERSUADE WLALS

TO G0 TO DITCHLEY IN ERRLY NOVEMBER. BUT THE REAL CATCHES
MUST BE CALFA AND DUBCEK: SEVERAL OF MY COLLEAGUES ENJOY CLOSE
RELATIONS WITH THE FORMER BECAUSE OF HIB VISITS TO THEIR
COUNTRIES ANMD DUBCEX IS, AFTER ALL, DUBCEK, FOR DUR PRART WE
SHOULD ASK THAT SERIOUS CONSIDERATION BE GIVEN TO THE BALFOUR
BEATTYBAA BID FOR THE PRAGUE AIRPORT EXTENSION (LAMPL OF BOVIS
IS MORE OR LESS RECONCILED TO THE FACT THAT BALFOURS HAEVE THE
EDBE HERE) AND TO THE BRITISH TELECOM INTEREST IN THE PROPOSED
CELLULAR NETKWORK. THERE IS MUCH DISCQUTET HERE THAT PLANES

ARE WELL ADVANCED TG AWARD THE LATTER CONTRACT

TO TWD AMERICAN CARRIERS MEITHER OF WHICH HRAS EXPERIENCE OF
CELLULAR METWORKS OR IS PERMITTED BY LAW TD OPERATE
INTERMATIONALLY. THIS IE5 SCARCELY CONSISTENT WITH
CIECHOSLOVARK INTEREST IN INTEGRATING WITH THE EURDPEAM
TELEPHONE NETWORH. A WORD FROM THE PRIME MINISTER MIGHT

JUST TURM THE TIDE IN FAVOUR OF BRITISH TELECOM.

1.2 THE CULTURAL RELATIONSHIP I8 DEVELOPING SPLENDIDLY.

THE BRIGHTOM FESTIVAL THIS YEAR WAS DEVOTED TO CIECHOSLOVAK
ARTISTIC ACHIEVEMENTE AND THE THEME AT EDINBURGH WAS CZECH
MUSILC. THEROLL ING STONES CONCERT IN AUSLUST WAS A BENBATION, NOT
LEASTHWITH MS HAVLOVA, A FAN WHOSE CHARITABLE FUND WILL BENEFIT
sMURMOUSLY. SIR ALEC GUINMNEES AND JEREMY IRONS ARE ARRIVING
OYER THE WEEKEND FOR THE SHOOTING DOF WAFKAR'S THE CABTLE:

LAIRE BLODM IS EXPECTED TO PUT ON A ONE-WOMAN SHOW IN
NOVEMBER: BARRY KYLE I8 DIRECTING KING LEAR AT THE NATIONAL
THERTRE HERE IN FEBRURRY: AND THE SAME MONTH OUR MNATIONAL
THEATRE WILL BE BRINGING AICHARD III AND THEIR OWN KING LEAR.
AND LAST BUT NOT LEAST, LORD PORTER, PRESIDENT OF THE ROYAL
SOCIETY, IS COMMING IN OCTOBER TO START UP THE OLD RELATIONSHIP
BETWEEN THE TWF SCIENTIFIC COMMUNITIES. THIE I8 AN IMPRESEIVE
RECORD OF WHICH WE CAn BE PROUD.

B e
HEEFF




10th September 1990

THE SWISS WELFARE STATE

¥You may recall that at lunch at Chegquers on BSunday 2nd
September Kelth Joseph and I were talking about - and
disagreeing about - the Swiss welfarea =state on the basis of
this book, which I think you may not have read. You might
like to glance at it for your visit to Switzerland. {David
Marsland, as you may know, is a staunch supporter).

Some of the 'lessons' drawn for Britain may be a bit Ffar-
fetched (pp. 109-134). But what I find most interesting is
the section on Swiss social policy (pp. 65-108) - in
particular, pp. 65-77. This argues that in the Swiss system
{a) social problems are sorted out at the lowest possible
level; (b) welfare is not automatic but depends on a close

individual investigation of why someone is poor, unemployed

etc as a means of sorting out what has gone wrong: and (c)
stigma is a real discipline. Whether the picture is idealised
I do not know: but it is certainly suggestive of what lies
behind gur social problems in Britain.

Could I have the book back, please.

-
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10 DOWNING STREET

LOMDON SWIAZAA
From the Privale Secrefary

20 ARugust 1330

PRIME MINISTER'S VISIT TO SWITZIERLAND: AGENDA FOR TALES

Thank you for your letter of 17 August setting out the
proposed agenda for the Prime Minister's talks with the Swiss
Federal Council on 20 September. It strikes me as improbably
long for the time available, and tending towards the turgid. The
Prime Minister herself put three question-marks beside item (v)
wEretton Woods initiative". Does this refer to Switzerland's
joining the IMF/IBRD? It seems to me the sensible thing is to be
topical and start with events in the Gulf: go on to deal with
general EC and EC/EFIA matters: look at East-West relations:
and touch on South Africa if there iz time.

I think the Prime Minister would find it helpful to have
come briefing on any new products or procésses which are being
developed at Ciba-Gelgy.

C.D. POWELL

gimon Gass, EsSg.,
Foreign and Commonwealth Office.
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MR. POWELL (on return)

PRIME MINISTER'S VISIT TO CZECHOSLOVAKIA AND HUNGARY:
16=20 SEPTEMEER 1590

I attach an outline programme for the Prime Minister's visit to
Czechoslovakia and Hungary next month.

Cczechoslovakia

The Embassy was not able to make any convincing suggestions on a
suitable visit to a British company operating in Prague, nor on a
suitable Know-How Fund project. They are still keen on a short
{10-15 minute) wvisit to the Tax Reform Seminar, arguing that the
Czech Finance Minister would be good value. They are likely to
raevert on this: we have additionally asked that they have a
further look at something short for a British company input into
the programme. We discounted the proposed British cCouncil visit
as it was to a rather run-down building the Embassy hope the
Czechs will provide for the Council's use. Therefore, as things
stand the Tuesday morning is light, aside from the Prime
Minister's major speech to the National Assembly. We have,
accordingly, taken the opportunity to advance departure for
Bratislava with the aim of an earlier arrival in Hungary, where
the extra tima (30 minutes) can better be used.

We still have reservations, on security grounds, about the Prime
Minister staying at the Residence. The reconstructicn of the
Embassy and Residence (both housed in the same building) has been
going on for some 15 months, While the Residence work should be
completed by the time of the Prime Minister's visit, this will by
no means be true of the Embassy. Trevor Butler is following this

up.

There are some good walkabout media opportunities in Prague. But
the first, on Sunday evening (16 September) would achieve the
best results, we believe, if not previously advertised.

CONFIDENT
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In Bratislava, the local authorities made it clear that a
separate meeting with Mr. Carnoguisky, leader of the Christian
Demccratic Movement, on top of an earlier opportunity for him to
talk te the Prime Minister, would cause some difficultie=z. wWa
have accordingly suggested two draft programmes, one with a short
meeting with Carnoguisky and ocne without. our recommendation,
supported by Post is not to include a meeting. But grateful for
your guidance, please.

Hungary

We have not included a wvigit to tha Herend factory. The
Hungarians maintain they could not provide a helicopter, and the
alternative (1% hours by car each way) we considered too long a
commitment in the Prime Minister's programme, We have asked the
Hungarian authorities to arrange a display of Herend pottery in
Budapest and, if possible, an opportunity to meet and talk to a
selection of the workers and management interested in the

privatisation of the factory. Is this acceptable, please? The

Embassy strongly recommend against the Prime Minister meeting

Mr. Poszgay - he is, they say, yesterday's man and a meeting with
him would not be understocod by the Hungarians. Mr. Nemeth is
unavailable: he will be in London during Mrs. Thatcher's visit to
Hungary .

Press

The major problem here is likely to be logistical: how to mave
the TV crews not travelling with the Prime Minister ahead of her
over the Prague-Bratislava and Bratislava-Budapest legs of the
visit, in time to cover her programme. I am talking to those
concerned and have made some suggestions on how to get round the
problems involved. I will follow this up.

The Czechs were very keen to hold a jeint press conference (with
Havel) in Prague, as well as one given by the Prime Minister in
Bratislava. We have tentatively identified two short slots in
the programme of 15-20 minutes each. Czech/Slovak rivalry
appears to be behind this. Content to agree to this please?
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The Hungarians, too, have asked for a joint press conference of
about 30 minutes. T have tentatively identified an opportunity
for individual TV and radio interviews follewing the Press

Conference.

Mr. Thatcher's programme
Czechoslovakia - it would seem best for Mr. Thatcher to visit the

Brno International Trade Fair on Monday 17 September. Given the
rather uncomfortable 2-hour drive each way, he would have to make
a day of his visit there. But would you want Post to further
investigate other possibilities? It would then seem best for hin
to sit in on the Prime Minister's speech to the National Assembly
on the 18th and accompany her to Bratislava. If he attended the
lunch there, he could then undertake a scenic boat trip, while
she carries out her official programme that afternocon, beafore
going on with the Prime Minister to Budapest.

Hungary - Post have recommended Ganz-Hunslett for a call during
the official part of the Prime Minister's morning programme,

combined with a very brief look at the Anglo/Hungarian Enterprise

Centre, before joining her for lunch, followed by a shert call on
Price Waterhouse and a visit to the National Museum in the
afternoon.

If you are broadly content with the above I will draw up a
separate, more detailed programme for Mr. Thatcher.

Are You broadly content with the attached draft programme for the
Prime Minister's visit, please?

oy Ryt
fo

FETER BEARH
18 Aucust 1990
civrecce [(slh)
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DEAFT FROGRAMME FOR FRIME MINISTER'S VISIT TO CEECHOSLOVAKIA

Supnday 16 September
1430 Take off LHR

1730 Arrive Prague - Official arrival ceremonies (guard of
honour and march past)

1800 Arrive Residence = short briefing

cl1B30 Depart for 0ld Market Square

1835-1850 Walkabout

1800 Return to Residence

1930 (for 2000) Dinner with non-offiecial Czechs

Monday 17 September
0900 Look at Higgs and Hill refurbishment of Embassy and

meat staff

Depart for call on Mr. Dubcek

Talks with Mr. Dubcek

Depart for Jewish cemetary

Tour cemetary amd pay brief visit to mussum
Depart for call on Cardinal Tomasek
Talks with Cardinal Tomasek

Depart for Commonwealth War Graves cematary
Lay wreath and sign visitors boock
Return to Embassy

Arrive Residence: change

Depart for AA's house

Attend reception

Dapart for castle

Arrive: welcome ceremonies, etc,
Lunch with President Havel

Talks with President Haval

Press conference (with Havel)
Depart for talks with PM Calfa
Talke with PM

Depart for Residence

Arrive Reslidence

Formal dinner given by Ambassador

CONFIDENTIAL
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Tuesday 17 September

0915
0925
1015
1025
1040
1055
1100
1200

1230
1355

1400

1500
Either
1545
1600
1605
1620
or
1600
1620
1635
1645
1730

Depart
Arrive
Depart
Arrive
Depart
Arrive
Depart
Arrive
Depart

Residence for Federal Assembly

= spesch and presentation of Magna Carta
for Wenceslas Sguare

- walkabout

for airport

airport

by ailr for Bratislava

Bratislava: met by PM Mecir
for Hotel Borik

Lunch hosted by ?PM

Depart

for Bratislava Castle

Meeting with Chairman of Slovak National Council

Frantisek Mikloseu (to include tour of Castle Chamber)

Meeting with PM Mecir - Office of & Government

Press Conferenca

Depart

meating at Borik Hotel

Talks with Mr. Carnogursky

Depart

for airport

Press Conferenca

Depart

Arrive:

Depart
Arrive

for Airport

farewell ceremonies
for Budapest
Budapest

IDENTIAL
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DRAFT PROGRAMME FOR PETHE MINISTER'S VISIT TO HUNGARY

Tuesday 18 Septenber
1730 Arrival at Ferihegy 1 Airport
Met by Protocol officials: embark cars and drive to
Kossuth Square
Arrive Sguare: welcoming ceremonies
Walk to Parliament Building accompanied by Prire
Minister Antall. Short bilateral meeting
Depart for HMA's Residenca
Arrive Residence: change
Depart Residence for Gundel Restaurant
Official dinner hosted by PM Antall
Return to Residence

Wednesday 19 September
0815 Depart Residence for Wallenburg Memorial

DB20 Arrive Memorial: lay bouguet, short discussions with
representatives of Jewish community

0830 Depart for Heroes Bguare

0B45 Arrive Sguare: lay wreath

0BS5S0 Depart for Parliament Buildings

0900 Arrive: bilateral talks with PM Antall

1030 Tour Farliament Buildings en route to meeting with
Fresident Goncg
Talks with President Goncz
Depart for Stock Exchange
[ook at cperations at the Stock Exchange
Discussioris with private entrepreneurs over a light
lunch
View Herend products and meeting with management and
workers
Depart Herend display for British Embassy (to include a
short walkabout)
Arrive Embassy: opportunity to freshen up before
meeting members of staff and their spouses in British
Council Library

Depart for Budapest University of Economie Sciences

CONFIDENTIAL




1410 Arrive Dniversity: sign VIP visitors book and walk to
meating with students

1415 Round table discussion with students

1450 Depart for meeting with Alliance of Free Democrats

1500 Meeting with Alliance representatives

1545 Depart for Press Conference at 7 Hotael

1615 Joint Press Conference with PM Antall (followed by one
on one TV/radieo interviews?)

1800 Arrive back at the Residence

19200 Attend HMA's Reception

2015 HMA's supper for small group of guests

c2200 Supper ends

Thursday 20 Septmber

0700 Depart Embassy for Ferihegy 1 Alrport
Q720 Farewells

Q730 Depart by VC10 for Zurich
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Prime Minister's visit to Switzerland: Agenda for talks

After discussion with the Swisa Federal Department of
Foreign Affaira, the Embagay in Berne bBave suggegted the
following provisional agenda for the Prime Minister's official
talks with the Federal Council on 20 September. The agenda
zpens sensible.

1) European architecture {Serman unification, roles of
CSCE, Council of Buropes, WNATO)

Eurcpean integration, including EC/EFTRL
Hiddle East

Bouthern Africa
Bretton Woods iniltiative ?‘?? pr(

Drugs
Terroriam

I should be grateful for yvour comments. In agdition, wWe
shall provide economic, commercial and financial briefing for
thie Prime Minister's mpeeting with the Vorort.

The Embazsy will prowvide background briefing on Ciba-Geigy,
Zurich City and Canton and the Vorert, together with personality
notes on those people the Prime Minister will meest. It would
ba helpful to know if the Prime Minister requires additional
briefing ¢n scientific issuea for Ciba-Geigy and for the visit
to the textile factory. b

e ——x
(8 [ Gass)

Private Secretary

Dominic Morris Esg
10 Downing Street
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