CONFIDENTIAL

10 DOWNING STREET

From the Private Secretary 16 November 1983

Visit of Yugoslav Prime Minister

I enclose a copy of the record of the tete-a-tete
conversation between the Prime Minister and Mrs, Planinc
which took place here today. A record of the plenary
discussion will be circulated separately,

I also enclose copies of the speeches which were made
at lunch.

I am copying this letter and enclosures to John Kerr
(HM Treasury).

Roger Bone Esq
Foreign and Commonwealth Office,
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RECORD OF A CONVERSATION BETWEEN THE PRIME MINISTER AND THE
PRIME MINISTER OF YUGOSLAVIA AT 1115 HOURS on WEDNESDAY
16 NOVEMBER AT 10 DOWNING STREET

Present :

Prime Minister Mrs, Planinc
Mr Coles Mr Kontic

Interpreter Interpreter
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The Prime Minister said that she was anxious to hear

the views of Mrs. Planinc on the dominant world issues. When
she had paid her official visit to Yugoslavia, which she had
much enjoyed, the problem of Poland had just become acute.
Now the times were even more troubled owing to the world
economic recession and difficulties in East/West relations.

Mrs. Planinc agreed that the meeting was taking place at a

time when the world situation was disturbed, That made the
meeting particularly valuable, The Prime Minister would

always be a welcome guest in Yugoslavia and she hoped that

a return visit would be paid before very long, The Prime Minister

recalled that she had visited Yugoslavia for the first time when

Tito was alive. The development of Yugoslavia in the post-war
period had been one of the great stories of our time, We were
watching with fascination the application of the new

constitution.

Mrs. Planinc said that for both internal and foreign

policy reasons Yugoslavia had no alternative to a policy of

independence and non-alignment, That policy alone guaranteed
internal stability. Understandable anxiety had been expressed
after Tito's death as to whether Yugoslavia could persevere

on the path which he had mapped out, But both the leadership
and the people of Yugoslavia believed that that path was the

only one to follow,.

/She was
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She was very concerned about the state of East/West
relations, especially as she could not begin to see the
beginnings of an improvement., Yugcslavia was committed
to the preservation of peace. It believed in a dialogue
between large and small countries on an equal footing. The
great powershad particular responsibilities. It was desirable
that the nuclear balance should be set at a lower level but
unfortunately it now seemed to be proceeding to a higher
level, All calculations showed that the world could be
destroyed several times over by existing arsenals, The arms
race led nowhere but to evil, Yugoslavia wondered whether
this was due to erroneous assessments of West and East, Since
each side possessed sufficient weapons already, the
explanation for the arms race must be political, If the
West believed that it could exhaust the Soviet Union economically

by an arms race, that was an illusion. All experience showed

that the stronger the pressure on the Soviet Union from outside,

the stronger were the internal forces pushing for flawless

cohesion. Such democratic impulses as there were could have
no effect in these circumstances. On the other hand, if the
East had ever believed that Cruise and Pershing would not be

deployed, that had also been an illusion,

The Prime Minister agreed that there was great mutual

suspicion. The question was how it could be removed, Neither
President Reagan nor Mr. Andropov knew the other's country,
Each time we tried to start a closer dialogue, something
occurred to upset it, whether it was the despatch of

Cubans to Angola, the Soviet invasion of Afghanistan or

the shooting down of the Korean aeroplane, But she believed
that the latter event had now receded somewhat into the
background and there must therefore be a fresh effort at

dialogue. We would contribute to that,

/Mrs, Planinc
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Mrs, Planinc said that it was precisely the mutual

suspicion that caused Yugoslavia concern. If the problem
of a lack of will for dialogue could be overcome, that

would be a major achievement. The Prime Minister said that

it was bound to be a slow process. She would be interested
in Mrs. Planinc's assessment of the Soviet leadership. The
Soviet system was very rigid and we did not believe it could
change substantially. 8So we had to talk to whoever was in
power, But we needed to build up to that through a long and
slow process, It might be possible to send signals through
Eastern European countries like Hungary that we were genuine

in our desire to reduce armaments.

Mrs, Planinc said that the arms race had become a

vigorous ideological war, If it continued, the dangers would
multiply. History showed that although states had different
systems they had a common interest in the survival of mankind.
When a situation of peace and stability prevailed that
favoured the forces in COMECON which sought reform, She was
under - no illusion that there could be major reforms but if

the Soviet bloc felt threatened in any way, the political

system became even more closed, If there could be no dialogue

on a global scale, it was desirable to make efforts through
smaller channels of the kind which the Prime Minister had

mentioned,

In an atmosphere of confrontation great powers were
tempted to involve themselves in all the focal points of crisis
if they felt that their interests were engaged, She did not
know Andropov personally but others who did so, mainly in
Eastern Europe, took the view that his appointment was the
best outcome of the leadership struggle, He was clearly ill
but Yugoslavia had no special sources of information about
his health because it did not have that kind of direct

relationship with the Soviet Union,

/She had been
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She had been pleased with her talks with Mr, Tikhonowv
during his visit to Belgrade, Yugoslavia had defended its
own standpoint staunchly, But for the first time the Soviet
side had not put in the forefront of discussion the differences
between the two countries. They had spoken, rather, of long
term co-operation, It was not possible to change Soviet
policies but it was still possible to co-operate with the
Soviet Union, Yugoslavia had developed with it an economic
relationship which was balanced and to the interest of both

sides,

If the world situation deteriorated further, the
great powers might again seek to assess how their strategic
interests were affected by the situation in Yugoslavia, She
very much hoped that this could be avoided, She knew personally
quite a number of Soviet leaders, TIkhonov was open-minded

and easy to talk to,

The Prime Minister recalled that’ when travelling to

Tokyo for the Economic Summit in 1979, she had had two hours
of talks in Moscow with Kosygin. It was an unusually frank
discussion, It was desirable to persuade Soviet leaders to
visit the West. She had recently discussed with Mr, Trudeau
the visit to Canada of Gorbachev, The latter had been
disappointing in that he seemed to stick to the official
line throughout,

We were earnestly seeking a reduction in our arms
expenditure. But peace depended on the military balance,
So disarmament had to be multilateral, The negotiations had
tended to be conducted through public statements; it would

be better if the activity was confined to the negotiating

table. Mrs, Planinc entirely agreed, The Prime Minister

stated that she was very concerned about the level of
misunderstanding between East and West, We must try to

break through this. We must not fail because of misunderstanding,

/The dialogue
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The dialogue would be greatly helped if the Soviet Union
were to give some indication of preparedness to withdraw

from Afghanistan. Mrs. Planinc said that the Yugoslavs

made this point directly to the Soviet Union. The latter
argued that if other international issues were resolved

they would withdraw. The Prime Minister commented that

that was merely an excuse,

Mrs, Planinc said that before the plenary talks began

she wished to give the Prime Minister a frank assessment

of the situation in Yugoslavia,

Yugoslavia wished to stay independent and non-aligned,
The world needed the kind of Yugoslavia which it had now,
There were no political problems but there was an economic
crisis which had many causes., Yugoslavia's trade with the
countries of Eastern European was very beneficial and
amounted to $10b. in volume at present, There was a mutual
interest in increasing it. But there had been major
disruptions in Yugoslavia's trade with the European Community,
the United States and Japan. For the sake of Yugoslavia's
destiny there had to be a balance in trade with the West,
There was now a large deficit in trade both with the
European Community as a whole and with its individual Member
States. The past support of the 15 Western Governments had
been very helpful in supporting the programme of stabilisation,
Britain's help had been particularly appreciated, This support
meant a great deal to Yugoslavia economically but its
importance was primarily political. It showed that the

countries concerned cared about Yugoslavia's position,

Yugoslavia would continue to need understanding, The

economic situation at the end of this year was relatively
satisfactory, But two more years would be necessary to

surmount the most acute problems, Yugoslavia wished to

/refinance
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refinance the obligations which would fall due next year.
A rigid system for honouring obligations had been put in
place. It was functioning well but was a very heavy
burden. In due course economic problems could become a
political problem for Yugoslavia. So she hoped for
understanding when the request was made for financial
support for next year., A level of support lower than

for this year would be necessary. She would prefer
bilateral support than resort to the Paris Club for

the political reasons which she had already explained.

The Prime Minister said that Yugoslavia's independent

status and prosperity were very important to us. We under-
stood the politics of this., We further appreciated that
Mrs., Planinc in particular was making strenuous efforts

to get the economy right and that these efforts were meeting

with a response.

The discussion ended at 1210,

ﬁ.{,c-.

16 November 1983
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