CONFIDENTIAL

10O DOWNING STREET
LONDON SW1A 2AA

from the Privade Secretfary

24 Mav 1989
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PRIME MINISTER'S MEETING WITH DR MAHATHIR

The Prime Minister had a meeting this afternoon with
Dr Mahathir, who was accompanied by the Malaysian High
Commlssloner and a Private Secretary. WNo one ssemed to have
told him about the formidable list of points that ha was
supposed to raise, as detailed in your letter of 231 May.

United FKingdom/Malaysian Relations

Dr Mahathir announced that =verything was going
swimningly and thers was no need to discuss our relations or
the delfence contracts.

e briefly mentionad the Hill Road Project, saying that a
survey was being undertaken and pointed to the project baing
much mora expensive than originally estimatad. None tha lass,
hea intended to proceed with such parts of it as Malayzia could
afford and hoped that wa could provida ATP funds for this.

Tha Prime Ministar said, in some parplexity, that we had
offarad to finance a feaasibility study but our offer had not
pean taken up. Dr Mahathir seemed certain that the Malaysian
Gorarnmant was alresady financing a survey by a British firm.
Thne Prime Minister promised to look into this further and get
4 ma23zage to Dr Mahathir bafore he left the UK on Sunday
explaining our understanding of the position.

Vietnamesa Boat People

Tha Prims Minister daseribead ;
axparienced in Hong Hong. Dr Mahathir took the | the
ipsurge of boat people was probably an attampt &« the gun
of the forthcoming confarence on rafugees.

Regional Problems

Dr Mahathir sxpressed concern that =vents in China would
follow the pakttern of Burma, with the army mounting a bloody
suppragsion against the students.

Dr Mahathir seemed fairly optimistic abgut Cambodia,
without being specific.
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Dr Mahathir showed detailed interest in devealopments in
the Middle Bast. The Prime Minister gave him an account of
her meeting with Mr Shamir. 8he did not believe that Shamir
was psychologically capable of taking the steps necessary to
achieve a lasting solution to the Arab/Israel problem. But he
might be able to get a preparatory process going. Dr Mahathir
said that it was very important to take advantage of the new
moderation shown by the PLO. The United States was not doing
enough to put pressure on Israsl. He hoped that the United
Ringdom would encourage the Americans to be more active. He
would like to see the Unitaed Nations Security Council more
actively involwved.

Dr Mahathir also showed interest in Namibla, on which tha
Prime Minister once again gave him an aceount af tha
situation. Dr Mahathir was emphatic about the need to
increase the size of UNTAG. He raferred to the low guality of
SWAPO's leaders. One could not axpect them to be vary
@fficient or democratic. He very much doubted that SWAPOD
Wwould win as much as two-thlrds of the votes in the alectiocns.
Thare warae bound to ba several hitches and setbacks batween
now and Novamber. But ha agreed with the Prime Miniszter on
the importance of a successful outcoma.

Dr Mahathir urged that Britain and Malaysia should work
more closely togather on these international issues,
particularly while Malaysia was a member of the Security
Council. In general he would like to see the Permanent
Mambars of the UN Security Council play a more active role,
keaping the other membarzs closely informed.

CHOGM

The Prime Minister referred to the dangera of a damaging
split in the Commonwealth over the succession to Sonny Ramphal
as gsacretary General. Dr Mahathir said that, whilae Malaysia
had no very strong view, there was something to be said for a
naw bHecratary General: Ramphal had served for a considerable
time. He thought Anyacku probably had a small edge in terms
2L support. But there were attractions in keeping Ramphal on
to avold having to take sides. He believed that Rajiv Gandhi
supportad this, and probably ocne or two others. The Prime
Minister commented that Mahathir would have a crucial role as
Chairman of this year's CHOGM.

I am copying this letter to Brian Hawtin (Ministry of
Defencel, Neil Thornton (Department of Trade and Industry),
Alex Allan (HM Treasury) and Myles Wickstead (Qversasas
Development Administration).
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