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Cabinet / Cabinet Committee Documents

Reference Date

CC (80) 43" Conclusions, Minute 2 4.12.80
OD (80) 74 8.12.80
OD (80) 26" Meeting, Minutes 10.12.80
CC (80) 44™ Conclusions, Minute 2 11.12.80
OD (80) 27" Conclusions, Minute 2 18.12.80
CC (80) 45" Conclusions, Minute 2 18.12.80
CC (81) 1* Conclusions, Minute 2 8.1.81
CC (81) 2" Conclusions, Minute 2 15.1.81
JIC (81) (N) 4 15.1.81
CC (81) 4" Conclusions, Minute 2 (extract) 29.1.81
JIC (81) (N) 8 29.1.81
CC (81) 5™ Conclusions, Minute 2 5.2.81
OD (81) 7 9.2:81 °
OD (81) 2™ Conclusions, Minute 1 12.2.81
CC (81) 6" Conclusions, Minute 2 12.2.81
OD (81) 10 13.2.81
CC (81) 7" Conclusions, Minute 2 19.2.81
€6 (81)3E Conclusions, Minute 3 24.2.81
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27th February, 1981.

Qu«-( A'HJW,
T have the honour to transmit to you enclosed
a message from Mr. Wojciech Jaruzelski in which he
conveys to you his thanks for your congratulations
and good wishes on the occasion of his appointment
to the post of Chairman of the Council of Ministers
of the Polish People's Republic.

ﬂ—k‘ /.
Jan Bisztyg

The Rt. Hon. Margaret Thatcher, MP,
The Prime Minister,

10 Downing Street,

London, S.W.1l.

Enc. 1.




(UNOFFICIAL TRANSLATION)

I have the honour to extend to you my thanks for

the congratulations and good wishes you conveyed to me

on the occasion of my appointment to the post of
Chairman of the Council of Ministers of the Polish
People's Republic.

I fall in with your desire that the traditionally
good relations between both our countries will continue
to develop favourably.

Wojciech Jaruzelski,
Chairman of the Council
of Ministers,

Polish People's Republic.

The Rt. Hon. Margaret Thatcher, MP,
The Prime Minister,

10 Downing Street,

London, S.W.1l.
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TO IMMEDIATE FCO

TELEGRAM NUMBER 137 OF 19 FEB

AND TO LAGOS ( FOR PRIVATE SECRETARY)

INFO MDSCOW EAST BERLIN PRAGUE PARIS BONY WASHINGTON'
UKDEL NATO MODUK

SAVING TO SOFIA BUDAPEST BUCHAREST BELGRADE HELSINKI
STOCKHOLM UWUKMIS NEW YORK UKREP BRUSSELS '

MY TELNO 136

1«  GENERAL JARUZELSK] STRUCK ME AS A RATHER INTELLECTUAL
TYPE OF SOLDIER, FULL OF QUIET AUTHORITY, HE CONTINUES

TO WEAR UNIFORM AND MILITARY ADCS STILL ATTEND HIMs

THE CIRGUMSTANCES OF COURSE ARE TOTALLY DIFFERENT BUT

IF HE WERE TO DEVELOP -A LITTLE CF THE PILSUDSKI

TOUCH 1 DO NOT THINK MOST POLES WOULD OBJECT,

9,  THE INTERVIEYW DOES NOT LEAD ME TO REVISE MY EARLIER
ASSESSMENTS THAT THE NEW GOVERNMENT DO INTEND TO MAKE

A BETTER EFFORT THAN THEIR PREDECESSORS TO BUILD A BASIS

OF CONFIDENCE ON WHICH A SENSIBLE DIALOGUE WITH SOLIDARITY
CAN PROCEED, BUT THAT THEY ARE ALS0 READY, IF THEY JUDGE '
IT NECESSARY, TO ACT WiTH GREATER FIRNMNESS TO SUPPRESS

WHAT THEY SEE AS DESTABILISING ACTIVITIES, | CERTAINLY

D0 NOT BELIEVE THAT JARUZELSK) 18 WILLING 70 CALL N THE




B0 NOT  BELIEVE THAT JARUZELSKI 1S WILLING 7O CALL 1N-THE =

RUSSTANSE

3, THE GENERAL SAW THE SOVIET AY3ASSADOR ALONE EARLIER
THIS WEEK, FOLLOWED BY THE WARSAW PACT AMIASSADORS
COLLECTIVELY. HE HAS SINCE SEEN THE US, FRENCH AND
GERMAN AMBASSADORS AS WELL AS MYSELF INDIVIDUALLY.

WE ARE TOLD THAT HE WILL NOT SEE, ANY MORE WESTERN

NEADS OF MISSION, . -

be MY EC COLLEAGUES AND t ( 1| HAVE NOT YET HAD AN ACCOUNT
FROM THE AMERICAN) HAVE MATURALLY SPECULATED OM THE

REASONS FOR THESE APPROACHES. TO ALL OF US HE WAS VERY
CORDIAL AND THE GERMAN WAS SURPRISED THAT HE MADE

N COMPLAINTS AGAINST ANY KIND OF GERMAM ACTIVITY,

THOUGH HE SPOKE OF RELATIONS BETWEEN EAST AND WEST GERMANY,
TO THE FRENCHMAN HE DWELT MORE ON ECONOMIC AlD,

ONLY TO ME DID HE SPEAK OF DESTABILISING ACTIVITIES

AND TH1S WAS PROBABLY PROMPTED BY, MY OWN REMARKS ABOUT

THE 8TH PLENUM,

5, PARTLY NO DOUBT HE WISHES TO DEMONSTRATE A CERTAIN
BALANCE AS BETWEEN EAST AND WEST: PARTLY PERHAPS TO
GHOW H1S PERSONAL AND MORE OPEN STYLE OF GOVERMMENT,
BUT THE ECONOMIC MOTIVE MUST LOOM VERY LARGE. HE MAY
THINK THAT IF HIS GOVERNMENT HAS TO USE A MEASURE

OF FORGE WESTERN AID WILL BE IN JEOPARDY AND THAT
THEREFORE HE NEEDS TO EXPLAIN HIS GEMNERALLY PACIFIC
POLICHES AS CLEAALY AS POSSIBLEs HE DOES NOT WANT,

JUST BECAUSE HE IS A SOLDIER, TO BE DUBBED A MAN

OF FORCE,

6 IT WAS NOTICEABLE THAT HE MENTIONED KANVA SEVERAL
TIMES AND | WOULD JUDGE THAT THESE TWO ARE IN FULL
ACCORD, THIS LEAVES OLSZOWSKI AND PERHAPS MOCZAR
WAITING TO SEE HOW THEY GET ON,

'FCO PLEASE PASS ALL SAVING.ADDRESSEE$c

ORIDHAM .
BT
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TO IMMEDIATE FCO

TELEGRAM NUMBER 136 OF 19 FEB

AND TO IMMEDIATE LAGOS ( FOR PRIVATE SECRETARY)

INFO MOSCOW EAST BERLIN PRAGUE PARIS BONN WASHINGTON
UKDEL NATO MODUK

SAVING TO SOFIA BUDAPEST BUCHAREST BELGRADE HELSINKI
STOCKHOLM UKMIS NEW YORK UKREP BRUSSELS

YOUR TELNO 6831 CALL ON POLISH PRIME MINISTER

1. | CALLED ON THE PRIME MINISTER THIS MORNING AND DSLIVERED
MRS THATCHER'S MESSAGE FOR WHICH HE EXPRESSED THANKS AND
APPRECI ATION. GENERAL JARUZELSK! ALSO SAID THAT MR KANIA

HAD TOLD HIM OF THE INTERESTING CONVERSATION HE HAD HAD
WITH You LAST OCTOBER AND HAD ASKED YO BE REMEMBEREDR TO YQU,

THE FOLLOWING WERE THE MAIN POINTS IN THE CONVERSATION,

coRElGN T OkICY




POLicy

FORE | GN

2,  THE PRIME.MINIGTER SAID THAT POLAND’S FOREIGN POLICY
WOULD BE UNCHANGED, WITH GREATER CALM AT HOME THE POL}SH
GOVERNMENT LOOKED TO INCREASING ITS ACTIVITY ABROAD. IT
WOULD REMAIN DEDICATED TO THE CAUSE OF PEACE AND STABILITY.
IN ITS FOREIGN POLICY, RELATIONS WITH BRITAIN PLAYED AN
IMPORTANT PART. POLES WOULD ALWAYS REMEMBER THE WARTIME
RELATIONSHIP. WE WERE A VALUED PARTNER WITH WHO POL AND
WANTED TO EXPAND CONNECTIONS. | SAID THAT WE ENTIRELY AGREED.
YOUR VISIT HAD BEEN AN EARNEST OF OUR DESIRE TO IMPROVE
RELATIONS AND | HAD JUST SUGGESTED A VISIT TO LONDON

BY THE FOREIGN MINISTER IN MAY OR JUNE. THE MARSHAL

OF THE SEJM WAS VISITING LONDON NEXT MONTH

(SEE ALSO UNDER ECONOMIC).

INTERN AL

3. AFTER THE GENERAL’S INITIAL REMARKS | SPOKE ON THE LINES
OF PARAGRAPHS 2-5 OF YOU TUR. | SAID THAT HME HAD FOLLOWED

WITH GREAT INTEREST THE REPORTS OF THE RECENT PLENUM AND OFVCOURSE

HIS OWN MAJOR SPEECH TO THE SEJM. OUR DEDUCTION WAS THAT
THE POLISH LEADERSHIP INTENDED TO SEEK A POLITICAL

SOLUTION TO 1TSS PROBLEMS, TO PRESS ON WITH THE RENEWAL

AND TO TACKLE THE COUNTRY’S PRESSING ECONOMIC DIFFICULTIES,
THAT WAS AN APPROACH WHICH MET WITH QUR UNDERSTANDING

AND SYMPATHY. GREAT AS WAS OUR NATURAL INTEREST IN THE
COURSE OF EVENTS IN POLAND WE HAD ALWAYS MADE 17 CLEAR

(NOTABLY YOUR REMARKS TO MR KAMIA) THAT THESE WERE MATTERS
FOR THE POLES THEMSELVES TO SETTLE IT WAS VERY IMPORTANT

THAT ALL OTHER COUNTRIES SHOULD AGT SIMILARLY.

L, THE PRIME MINISTE SAID THAT INDEED 1T WAS H1S GOVERNMENT'S
INTENTION TO PROCEED BY WAY OF DI ALOGUE AND BY ESTABLISHING
TRUST BETWEEN THAT GOVERNMENT AND PEOPLE. AT A LATER STAGE

HE SPOKE FIRMLY OF A SOLUTION BY POLES ALONE TO THEIR
PROBLENS. HE WOULD HAVE TO SAY HOWEVER THAT UNFORTUNATELY
THERE WERE SOME GROUPS WHICH WERE ENEMIES OF STABILISATION,
AND THESE PEOPLE WERE GETTING ASSISTANCE AND EMCOURAGEMENT
FROM CERTAIN CIRCLES IN THE WEST, IT WOULD BE A VERY GOOD
THING IF WESTERN GOVERNMENTS COULD MAKE IT CLEAR THAT THEY
DISAPPROVED OF SUCH ACTIVITIES, AFTER ALL, THE DESTABILISATION
OF POLAND COULD ONLY LEAD TO THE DESTABILISATION OF

ALL EUROPE.




. ALL EUROPE,
ORS
@:. 1 ASKED IF 1T WAS NOT A FACT THAT THERE WERE OBSTRUCT ITNS
ON THE GOVERNMENT SIDE WHO COULD NOT COME TO TERMS WITH THE
RENEWAL AND WHO PERHAPS ENGENDERED MISTRUST AND THEREFORE
IN A SENSE CREATED DIFFICULTIES WITH SOLIDARITY. THE PRIME
MINISTER REPLIED FIRST THAT KAMIA HAD MADE IT CLEAR THAT
SLOW=COACHES IN THE PARTY AND GOVERNMENT COULD NOT BE
COMP ARED WITH THE DEL IBERATE ENEMIES QF STABILITY.
HE WENT ON HOWEVER TO CONCEDE MORE FREELY THAT THERE
HAD BEEN CLUMSINESS AMD THAT THESE OBSTRUCTORS DID EXIST.
'+ WE HAVE BOOTED A GREAT MANY OUT ALREADY AND WE ARE
GOING TO BOOT OUT MORE, SOLIDARITY FOR ITS PART SHOULD
FOLLOW OUR EXAMPLE AND GET RID OF ITS OWN EXTREMISTS’?,
| SAID THAT | HAD EXPRESSED TO MY GOVERNMENT MY VIEW THAT
IT WAS NECESSARY FOR POLAND’S SALVATION FOR THE MODERATES |
AND FORWARD-LOOKING MEN ON BOTH SIDES TO PREVAIL OVER THE %
EXTREMISTS AMD OBSTRUCTORI. | INFERRED THAT HE DID r
NOT THINK THIS A WRONG VIEW. HE INDICATED ASSENT. |

A i —

6. 1 ASKED FOR HI1S ASSESSMENT OF THE PROSPECTS FOR A 90~DAY
STIKE-FREE PERIOD IN THE LIGHT OF REPORTED SETTLEMENTS WiTH
THE STUDENTS AND WITH FARMERS AT RZESZOW AND AN APP ARENTLY |
POSITIVE REACTION FROM SOLIDARITY. THE PRIME MINISTER SEEMED ]
GUARDEDLY OPTIMISTIC. THE GOVERNMENT, HE SAID, WILL SEEK TO {
ELIMINATE ALL CAUSES OF STRIKES, AND IF MAJOR STRIKES %
OCCUR THEY WILL BE THE WORK OF DESTABILISERS,

HE THOUGHT THAT SERIOUS STRIKES COULD NOW BE AVO!DED
FOR MORE THAN 90 DAYS. THE GOVERNMENT. FOR ITS PART

WAS WORKING HARD FOR THE CREATION OF CONFIDENCE THROUGH
DI ALOGUE,

ECONOMIC AND TRADE

7. THE PRIME MINISTER SAID THAT FOR THE LONG TERM ANGLO-POLISH
TRADE WAS MUCH VALUED AND HE MOPED IT WOULD NOT DIMINISH TOO
MUCH BECAUSE OF CURRENT ECONOMIC DIFFICULTIES, NOW, TO i

USE A MILITARY EXPRESSION, WAS THE TIME TO BUILD

BEACH-HEADS, FROM WHICH TO EXPAND IN THE FUTURE. 1 SAID

WE HAD TO ACCEPT THAT TRADE WAS GOING TO DIiMINISH IN THE

SHORT TERM BUT | INSTANCED MR PARKINSON?S VISIT AND THE

RAISING OF THE JOINT COMMISSION TO MINISTERIAL LEVEL

AS AN EARNEST OF OQUR CONFIDENCE. | HAD FQUND MANY BRITISH
BUSINESSMEN NOT UNDULY PESSIMISTIC AND WILLING TO

WALT FOR BETTER TIMES,

S e e G it ey S




BUSINESSMEN NOT UNDULY FESSIMISTIC AND WILLING TO
i
WAIT FOR BETTER TIMES,

8. TURNING TO THE ECONOMIC SIDE, THE PRIME MINISTER
THANKED US FOR QUR RECENT SHORT-TERM AID. POLAND’S
DIFFICULTIES WERE ACUTE AND HE HOPED WE WOULD SHOW

STILL MORE UNDERSTAMDING AND GENEROSITY AT THE PARIS TALKS.
FRIENDSHIP IN A TIME OF NEED WAS DOUBLY APPRECIATED.

9 | SAID THAT IT SEEMED GENERALL ACCEPTED ON THE POLISH
AND WESTERN SIDE THAT SOME KIND OF MULTILATERAL REARRANGEMENTY
OF DEBTS WAS NECESSARY ( HE NODDED ASSENT). WE SHOULD FIND IT
ESSENTIAL TO HAVE A GREAT DEAL OF INFORMATION ABOUT THE

PLANS AND PROSPECTS FOR THE FOLISH ECONOMY,

18,  THE PRIME MINISTER TOOK NOTE OF THIS. PLANS WERE BEING
WORKED OUT AND MUCH HAD ALREADY BEEN PUBLISHED . A FURTHER
REPORT WOULD BE PUT OUT SHORTLY. THE GOVERNMENT WAS
DETERMINED ON ECONOMIC REFOKMa 1T WAS EXTREMELY COMPLEX

AND DIFFICULT AND ONE OF THE THINGS HOLDING UP

THE PARTY CONGRESS.

SEERM ol bl

FCO PLEASE PASS ALL SAVING ADDRESSEES.

PR1DAAM
BT
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

P i il

4

PRIME MINISTER 7“/‘ “”Wj why nes s
Arin ﬂ;;(L. %M /,;2
B 1o allidus /J»\Q/(:\ 3

POLAND : POSSIBLE ECONOMIC SANCTIONS /tZ~J\

I welcome the circulation of DD(9Z§ED. This gives us all a
chance to consider possible sanctions well ahead of time.

B O R STV L IV, AT ST R S e it g
If it proves necessary to impose them, we shall all know the

problems.

2 I understand that we might have to meet at very short

notice to decide on our course of action in the event of

Soviet intervention. So perhaps it is worthwhile reminding
you now of the problems we saw in imposing financial sanctions
in the cases of Iran and Afghanistan. Briefly,. the UK as a

e e
major world financial centre is much more exposed to the risk

of retaliation than is any other country. In the present

case, our banks are more heavily exposedJin the Eastern bloc

as a whole than are most other creditors. Conversely,

sanctions are less efrtective against the Soviet Union and its

allies, because (unlike Iran) they are debtors and not creditors
D YRRy

of the West. Any action involving interference with the

banking system is likely to be damaging to our interests (this
goes as much for a moratorium as for a longer-term series of
measures). In particular, any steps to freeze Soviet assets
in this country would be extremely dangerous. I think this

: N SuASOwas

1s common ground among Ministers, as well as between mwsess and
the Western allies. But I believe it is worth reminding
ourselves of the position now, in case action has to be taken

in a hurry in the next few weeks.

/I am

CONFIDENTIAL




CONFIDENTIAL

3 I am sending copies of this minute to the Foreign
Secretary and the other members of 0D, to the other recipients
of 0D(81)10, and to Sir Robert Armstrong.

GER |5

(4 February 1981

CONF DENTIAL
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CONFIDENTIAL

FM FCO 181600Z FEB 81

TO IMMEDIATE WARSAW

TELEGRAM NUMBER 83 OF 18 FEBRUARY

INFO PRIORITY BONN, PARIS, WASHINGTON, UKDEL NATO, MOSCOW
INFO SAVING PRAGUE, BUDAPEST, BUCHAREST, SOFIA, BELGRADE,
EAST BERLIN

YOUR TEL NOS 130, 131 AND 133: CALL ON POLISH PRIME MINISTER
1. YOU SHOULD DRAW AS APPROPRIATE ON THE MATERIAL BELOW WHEN
YOU CALL ON JARUZELSKI TOMORROW.

HMG'S ATTITUDE TO POLAND'S PROBLEMS.

2. BRITISH MINISTERS HAVE REPEATEDLY MADE IT CLEAR THAT WE
REGARD POLAND'S PROBLEMS AS A MATTER TO BE SETTLED BY THE
POLES THEMSELVES. WE ARE RESOLVED TO ADHERE STRICTLY TO THE
POLICY OF NON-INTERVENTION WHICH WE HAVE FOLLOWED THROUGHOUT.
WE CONSIDER IT ESSENTIAL BOTH FOR POLAND AND FOR EUROPE AND
THE WORLD THAT ALL OTHER COUNTRIES SHOULD DO THE SAME.

3. WE DO, OF COURSE, FOLLOW WITH GREAT INTEREST WHAT IS
HAPPENING IN POLAND. WE ARE MEMBERS OF THE SAME EUROPEAN
FAMILY, AND OUR BILATERAL TIES ARE CLOSE AND VALUED. POLAND
OCCUPIES A POSITION OF GREAT GEO-POLITICAL IMPORTANCE IN
EUROPE, AND THE OUTCOME OF THE CURRENT PERIOD OF STRESS HAS
IMPLICATIONS FOR ALL THE PEOPLES OF OUR CONTINENT. THE
RESPONSIBILITY IS ONE OF WHICH JARUZELSKI HIMSELF MUST BE
DEEPLY CONSCIOUS. THIS IS THE CONTEXT IN WHICH THE PRIME
MINISTER'S MESSAGE TO HIM SHOULD BE SEEN (PARA 9 BELOW).

4. WE NOTED WITH CARE THE PUBLISHED PROCEEDINGS OF THE 8TH
PLENUM OF THE CENTRAL COMMITTEE AND THE SPEECH OF PRIME
MINISTER JARUZELSKI TO THE SEYM. IT APPEARS TO US THAT THE
POLISH LEADERS CONTINUE TO EMPHASISE MODERATION, THAT THEY
REMAIN COMMITTED TO THE RENEWAL (ODONOWA) AND THAT THEY ARE
DETERMINED TO TACKLE NOW, AND IN DUE COURSE TO OVERCOME, THE
VERY SERIOUS ECONOMIC PROBLEMS WHICH FACE THE COUNTRY.

/5. THIS LINE

1
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5. THIS LINE COMMANDS OUR SYMPATHY AND UNDERSTANDING. WE DO
NOT UNDERESTIMATE THE DIFFICULTIES, BUT WE HOPE THAT THEY CAN
BE OVERCOME BY PEACEFUL VMEANS IN SUCH A WAY AS TO MOBILISE THE
EFFORTS AND TALENTS OF THE POLISH PEOPLE AS A WHOLE.

6. (IF NECESSARY). AS REGARDS THE AMBASSADOR'S MESSAGE OF

12 FEBRUARY (FCO TEL. NO. 72) YOU SHOULD NOT ASSUME THAT HMG
WOULD TACITLY SUPPORT ANY ACTION WHICH THE POLISH GOVERNMENT
MIGHT TAKE, PARTICULARLY NOT OF A KIND WHICH COULD BRING A
CHAIN REACTION. THE BRITISH ATTITUDE WOULD DEPEND ON THAT OF
POLISH PUBLIC OPINION.

BRITISH/POLISH RELATIONS.

7. WE VALUE OUR BILATERAL RELATIONS WITH POLAND AND WE WANT

TO DEVELOP THEM. WE THINK THAT THIS IS IN THE INTERESTS OF
BOTH OUR COUNTRIES AND THAT IT REFLECTS THE CLOSE LINKS

BETWEEN THE BRITISH AND THE POLISH PEOPLE. I WAS PARTICULARLY
PLEASED TO BE ABLE TO PAY A VISIT TO WARSAW MYSELF LAST
OCTOBER, AT A TIME WHEN HIGH-LEVEL CONTACT BETWEEN THE POLISH
LEADERSHIP AND THEIR WESTERN COUNTERPARTS WAS OF SPECIAL VALUE. _
I HOPE THAT MR CZYREK WILL BE ABLE TO PAY A RETURN VISIT TO
BRITAIN SHORTLY, AND WE HAVE SUGGESTED SOME DATES BEFORE THE

UK TAKES OVER THE BURDEN OF THE PRESIDENCY OF THE EC.

CONTACTS ARE DEVELOPING ALSO AT OTHER LEVELS. THE ANGLO/
POLISH JOINT COMMISSION LAST NOVEMBER WAS ATTENDED FOR THE
FIRST TIME BY A BRITISH MINISTER, MR PARKINSON. THE MARSHAL OF
THE SEYM WILL BE VISITING BRITAIN SOON, AND THE BRITISH/POLISH
ROUND TABLE WILL TAKE PLACE IN OXFORD IN MARCH. WE VALUE

ALSO THE VERY MANY PRIVATE CONTACTS BETWEEN OUR PEOPLE,

WHICH GIVE SUBSTANCE TO OUR OFFICIAL RELATIONS.

ECONOMIC ASSISTANCE TO POLAND.

8. WE HAVE, AS YOU KNOW, RESPONDED TO THE POLISH GOVERNMENT'S
REQUESTS FOR ASSISTANCE IN THE ECONOMIC FIELD BY MAKING

CREDITS AVAILABLE FOR PUCHASES OF GOODS (INCLUDING FOOD AT
SPECIAL PRICES UNDER THE EC DECISION) AND FOR DEBT RELIEF
DURING THE FIRST QUARTER OF THIS YEAR. THE EMPHASIS SHOULD MNOJ
BE ON THE LONGER TERM. WE SHALL BE PARTICIPATING IN NEXT
WEEK'S PARIS TALKS IN A POSITIVE SPIRIT. THERE SEEMS TO BE

/COMMON GROUND

2
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COMMON GROUND BETWEEN WESTERN CREDITORS AND POLISH FINANCIAL
EXPERTS THAT THERE WILL HAVE TO BE A MULTILATERAL DEBT RELIEF
OPERATION IN WHICH WE SHALL BE PREPARED TO PLAY OUR PART.

THE EXACT TERMS AND CONDITIONS OF SUCH AN OPERATION WILL
CLEARLY HAVE TO BE RELATED TO THE KIND OF ASSURANCES WHICH THE
POLISH GOVERNMENT IS ABLE TO PROVIDE WITH REGARD TO THE LONG=-
TERM ECONOMIC OUTLOOK.

MESSAGE FROM THE PRIME HMINISTER.

9. THE PRIME MINISTER HAS APPROVED THE FOLLOWING MESSAGE:
'PLEASE ACCEPT MY WARM CONGRATULATIONS AND BEST WISHES ON
YOUR APPOINTMENT AS CHAIRMAN OF THE COUNCIL OF MINISTERS.

I LOOK FORWARD TO COOPERATING WITH YOU IN DEVELOPING

FURTHER THE GOOD RELATIONS BETWEEN OUR TWO COUNTRIES.'

CARRINGTON

[COPIES SENT TO NO 10 DOWNING STREET]

POLAND SFECIAL STANDARD COPIES TO

EESD : PS/S OF 8
GSCE TNTT . i MR DICK DOT
CONE D oons & mgs” - MR POWNALL

e PS/CEANCELIOR

EIR K COUZENS TREASURY

WED
ECD (E)
TRED :
TED . MR COTTERTLL ECGD

SEC D MR WOOLGAR D/EMPLOYMENT :
OLA ; CAYTON HOUSE TOTHEILL STREET
CABINET OFFICE ;

MR P J BULL OF ENGLAND
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Foreign and Commonwealth Office

London SWIA 2AH

17 February 1981

o [0
(DAM Mitlasd | Fen, %N Yo m

New Polish Prime Minister "
3

The appointment of General Jaruzelski
as the new Polish Prime Minister was
confirmed by the Polish Assembly, the
Seyn, last week. Lord Carrington suggests
that it would be right for the Prime
Minister to send a message of congratula-

/i tion. I enclose a draft, couched in terms
identical to those of the message sent to
. Jaruzelski's predecessor last September in
~“ order to avoid having political significance
read into minor changes.

wih

\
(F N Richards)

Private cretary

M O'D B Alexander Esq
10 Downing Street

RESTRICTED
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MESSAGE FROM THE PRIME MINISTER TO THE POLISH PRIME
MINISTER

Please accept my warm congratulations and best wishes
on your appointment as Chairman of the Council of
Ministers. I look forward to cooperating with you

in developing further the good relations between our

two countries.

e
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"TO IMMEDIATE WARSAW

TELEGRAM NUMBER

INFO PRIORITY BONN, PARIS, ‘WASHINGTO‘N, UKDELt NATO, MOSCOW
INFO SAVING PRAGUE, BUDAPEST, BUCHARE§T, SOFIA, BELGRADE,

" EAST BERLIN : i ' s

Your tel no 130: CALL ON POLISH PRIME MINISTER

1. You should draw as appropriate on the material below when

X INIO U > WV

you call on Jaruzelski tomorrow.

HMG's attitude to Poland's problems. J“;f,\
2. British Ministers have repeatedly made it cle&ﬁ.that we
regard Poland's problems as a matter to be settled by. the
Poles themsengs. We are resolved to adhere strictly to the
policy of non=intervention which we have followed throughout.

~ We consider it essential both for Poland and for Europe and
the world that all other countries should do ‘the same.;

- 3, We do, of course, follow With great interest what is

happening in Poland. We are members of the same European'

family, and our bilateral ties are close and valued. Poland

NNNN ends '" CaterahRg

BLANK :
telegram i occupies

File number Dept Distribution : e ‘&

Poland Special Standard

\

Drafted by (Block capitals)

iy

g

Telephone number,

| Authorised for despatch

3

Comcen reference |Time of despatch
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occupies a position of great geo-political importance in
Europe, and the outcome of the current period of stress has
implications for all the peoples of our continent. The
responsibility is one of which Jaruzelski himself must be
deeply conscious. This is the context in which the Prime
Minister's message to him should be seen (para & below).

0 N O O & W N|=

4. We noted with care theEpublished‘proceedings of the 8th

©

Plenum of the Central Committee and the speech of Prime

-—
o

Minister Jaruzelski to the Seym. It appears to us that the'

—_—
—_—

" Polish leaders continue to emphasise moderation, that they

: —_—
N

remain committed to the renewal (Odonowa) and that they are

—
w

determined to tackle now, and in due course to overcome, the

-
n

very serious economic problems which face the country.

-—
o

5. This line commands our sympathy and understanJing. We do

—_
(o))

not underestimate the difficulties, but we hope that they can

-
~

be overcome by peaceful means in such a way as to mobilise the'

e
o0

efforts and talents of the Polish people as a whole.

s
©

i S0 TAf necessary) As regards the Ambassador' s _message of
12 February (FCO tel. no. 72) you should not assume that HMG

NN
=D

would tacitly support any action which the PoL1sh Government

N
N

might take, particularly not of a kind which couLd br1ng a,
chain reaction. The British attitude would .depend on-.that of

NN
s W

Polish public opinion.
British/Polish Relations.

N
o

N
(o))

7. We value our bilateral relations with Poland and we want .

N
~

to develop them. We think that this is in the interests of

N
o

both our countries and that it reflects the close L1nks

N
o

between the British and the Polish people. I was part1¢qlarly
pleased to be able to pay a visit to Warsaw myself last f
October, at a time when high-level contact between the Ppiish
leadership and their Western counterparts was of~sbepia}3value.

I hope that Mr CEyrek will be able to pay a return visit to

NNNN ends Catchword
telegram - Britain
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Britain shortly, and we have suggested some dates before the

UK takes over the bu;den of the Presidency of the EC.

Contacts are developing also at other lLevels. The Anglo/
Polish Joint Commission lLast November was attended for the
first time by a British Minister, Mr Parkinson. The Marshal of
the Polish Parliament (Seym) will be visiting Britain soon, and
the British/Polish RoundgTable will take place in Oxford in

March. We value also the very many. private contacts between

our people, which give substance to. our official relations.

Economic Assistance to Poland

8. We have, as you know, responded to the Polish Government'
requests for assistance in the economic field by making
credits available for puchases of goods (including food at
special prices under the EC decision) and fo%”&obt relief
during the first quarter of this year. The emphasis should now
be on the longer term. We shall be participating in next
week's Parjs talks in a positive spirit. fhereléeems to be
.common ground between Western creditors and Polish financiél
experts that there will have to be a mult1lateral debt rel1ef
operation in which we shall be prepared to" play our. part.

The exact terms and conditions of such an operat1on_w1ll
clearly have to be related to the kind of assuranoes which the
Polish Government is able to provide with regard to the Long -
term economic outlook. '
Message from the Prime M1n1ster.

9. We have recommended that the Prime Minister should send
the follow1ng message: 'Please accept my warm congratulat1ons"
and best wishes on your appointment as Chairman of:the Council
of Ministers. I look forward to cooperatinglwith you*in
develop1ng further the good relations between our tuo
countries.' Mwe shall let you know by telegram or telephone

NNNN ends Catchword
telegram
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TO IMMEDIATE FCO

TELEGRAM NUMBER 124 OF 18 FEB

INFO 1MMEDIATE CABINET OFFICE ( FOR ASSESSMENT STAFF)

INFO ROUTINE MOSCOW EAST BERLIN PRAGUE PARIS BONN
WAGH I NGTON UKDEL NATO MODUK

SAVING TO SOFIA BUDAPEST BUCHAREST BELGRADE HELSINK! STOCKMOLM
UKMES NEW YORK UKREP BRUSSELS

POL1SH SITUATION

1e IT SEEMS LAKELY THAT THERE WILL NOW BE %_EELF IN THE :
CRISIS OR AT LEAST A MONEYMION PERIOD EOR THE Ngﬂ_ :
COVERNMENT. BUT ENOUGH 18 GOING ON UNDER THE SURFACE 2
TO CAUSE DISQUIET TO THE AUTHORITIES,

/— '
INDUSTR{ AL UNREST ,
Do IN RESPONSE TO JARUZELSKI?’S APPEAL FOR A 9@-DAY
MORATORIUM ON STRIKES, WALESA HAS SAID THAT SOLIDARITY




5, IN RESPONSE TO JARUZELSKI'S APPEAL FOR A 97=DAY |

VMORATORIUM ON STRIKES, WALESA HAS SAID THAT SOLIDARITY

WOULD BE {N FAVOUR IN PRINCIPLE BUT THAT ACTUAL IMPLE‘FNTATlON'.
OF THE MORATORTUM WOULD DEPEND ON THE GOVERNYENT®S ACTIONS,
HOWEVER, THE STATE OF STRIKE READINESS THAT HAS

BEEN MAINTAINED IN WROCLAW FOR ABOUT THE LAST FORTNIGHT

HAS BEEN CALLED OFF, WHILST THIS IS UNLIKELY TO MAKE

MJCH PRACTICAL DIFFERENCE, THE GOVERNMENT SHOULD FEEL

THAT THIS IS A GESTURE IN THE RIGHT DIRECTION IN THIS

CRUCTAL INDUSTRIAL TOWN,

3a IN LODZ , THE DISPUTE BETWEEN THE STQQEETS AND THE
AUTHORITIES CONT!NUES. AGREEMENT SEEMS TO HAVE BEEN

REACHED ON ALL ACADEMIC QUESTIONS. THE MAJOR POINTS

STILL OUTSTANDING ARE THOSE OF MILITARY SERVICE AND THE
RICHT OF THE EMBRYO INDEPENDENT STUDENTS ORGANISATION
RECOGNISED BY THE GOVERNMENT DURING THE NEGOTIATIONS TO CALL
STRIKES. THE STUDENT®S NEGOTIATING TACTICS APPEAR TO

BE PUTTING THE GOVERNMENT SIDE UNDER CONSIDERABLE ST?A!N.

THE PARTY : _

be THE WORKING GROUP OF THE PRE=-CONGRESS COMMISSION RESPONSIBLE
FOR AGRICULTURE AND THE FOOD JNDUSTRY MET OVER THE WEEKEND.

ITS PREVIOUS CHAIRMAN, WOJTECKY, HAS BEEN PROMITED TO BE

MINISTER OF AGRICULTURE. THE FACT THAT DRAFTING OF THE

GUIDELINES IS STILL GOING ON IN THIS AREA SEEMS TO INDICATE

THAT TTHE PARTY CONGRESS PREPARATIONS ARE LITTLE FURTHER

FORWARD, PROSPECTS FOR AN EARLY CONGCRESS CONTINUE TO RECEDE.

THE GOVERNMENT

5e A SOMEWHAT SELF-CONCIOUS ATTEMPT AT PROJECTING JARUZELSK}
S THE ERITOME OF PATRIOTIC VIRTUE HAS COMYINUED OVER

THE WEEKEND o JARUZELSKI AND SCME OF HIS MINISTERS GAVE ‘

A FRANK BUT REASSURING PRESS CONFERENCE TO POLISH

JOURNALISTS ON 13 FEBRUARY, JARUZELSK! STRESSED THE
SERIOUSNESS OF THE SITUATION BUT INDICATED THAT DIALOGUE .

WITH THE UNIONS MUST CONTINUE. HE DID NOT DEMUR WHEN A
JIURNALIST. DESCRIBED HIS ADMINISTRATION AS QUOTE

A GOVERNMENT OF NATIONAL SALVATION UNQUOTE,

€. ON SATURDAY, 14 FEBRUARY, RAKOWSK! AND WALESA MET
FOR THE FIRST TIME FOLLOWING RAKOWSKI’S APPOINTMENT

£S VICE~PREMIER WITH RESPONSIBILITY FOR TRADES UNION
MATTERS. THIS EARLY MEETING MAY BE AN EARNEST OF THE NEW




MATTERS, THIS EARLY MEETING MAY BE AN EARNEST OF THE NEW
COVERNMENTS INTENTIONS TOWARDS THE UNIONS. IT 1S NOT
@ £ASY TO ASSESS THE LIKELY EFFECT OF RAKOWSKI’S APPOINTVENT,
ON THE ONE HAND, HE WAS FOR MANY YEARS THE NEAREST THING
TO A LIBERAL WITHIN THE ESTABLISHYENT. BUT ON THE OTHER
HAND, HIS APPOINTMENT HAS PERHAPS COME TOO LATE TO BE SEEN
AS ANYTHING OTHER THAN A SIGN OF DESPERATION ON THE
PART OF THE GOVERNMENT,

THE CHURCH.

7. FOLLOWING LAST WEEK’S MEETING OF THE MAIN BOARD OF THE
EP I SCOPATE, BISHOP DABROWSK) HAS VISITED ROME AND BEEN
RECEIVED BY THE POPELAFTER A PERIOD OF QUIESCENCE,

THE CHURCH HAS BEEN PLAYING A MORE ACTIVE ROLE. ITS

SUPPORT OF SOME ASPECTS OF THE WORKERS/PEASANTS’ DEMANDS
HAS BEEN UNEQUIVOCAL. BUT IT HAS ALSO REITERATED

THE NEED FOR INTERNAL PEACE, AND FOR RESPONSIBILITY

ON THE PART OF THE AUTHORITIES.

ECONOMY

8., AS EXPECTED, JANUARY WAS A BAD MONTH FOR THE
ECONOMY. PRELIMINARY RESULTS , REVEALED LAST WEEK BY
KANEA AND GRABSK!, PUT INDUSTRIAL PRODUCTION AT 92,4%
OF THE JANUARY 1980 FIGURES, WITH WAGES UP 19%.

IN THE FOREJGN TRADE FIELD, IMPORTS WERE 98% ON
JANUARY 1988 BUT EXPORTS ONLY 75% ( 77% FOR EXPORTS TO

HARD CURRENCY COUNTRIES)s A LARGE PART OF THE DISAPPOINTING
EXPORT PERFORMANCE CAN BE EXPLAINED BY A SHORTFALL IN COAL
PRODUCTION WHERE 1343 MILLION TONS WERE PRODUCED IN JANUARY,
ONE MILLION TONS BELOW THE PLAN AND BARELY EHOUGH TO

SATISFY THE HOME MARKET.

FEBRUARY LOOKS A BIT MORE PROMISING., THERE SEEM TO BE NO
SERIOUS STRIKES IN POLAND AT PRESENT AND MAY ENTERPRISES
HAVE BEEN PUTTING IN A FULL DAY®'S WORK ON THE LAST

TWO SATURDAYS DESIGNATED AS FREE SATURDAYS,

FCO PLEASE PASS ALL SAVING ADDRESSEES.

PR | DHAM
BY
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TO PRIORITY WARSAW

TELEGRAM NUMBER 72 OF 12 FEBRUARY,

INFO PRIORITY BONN, PARIS, WASHINGTON, UKDEL NATO, MOSCOW, PRAGUE
EAST BERLIN,

INFO SAVING BUCHAREST, SOFIA, BELGRADE, BUDAPEST, UKMIS NEW YORK
INFO SAVING STOCKHOLM, HELSINKI

POLAND

1. THE POLISH AMBASSADOR CALLED ON BULLARD THIS AFTERNOON AND
DELIVERED WHAT HE SAID WAS CZYREK'S ASSESSMENT OF THE SITUATION
IN HIS CAPACITY AS FOREIGN MIN1§Z§R, SENT TO LONDON IN RESPONSE
TO BISZTYGA'S REQUEST BUT PROBABLY ALSO TO OTHER POLISH AMBASSAD-

ORS ABROAD. THE PHRASEOLOGY IN THE FOLLOWING PARAGRAPHS IS

BISZTYGA'S OWN.
2. HE SAID CZYREK BELIEVED THAT POLAND HAD NOW ENTERED THE STAGE
OF ANARCHISATION. SIGNS OF THIS WORE THE DEMONSTRATIONS BY
STUDENTS AGAINST MILITARY SERVICE IN THE UNIVERSITIES, MARXIST
PHILOSOPHY, THE REQUIREMENT FOR ONE MONTH'S MANUAL WORK, ETC. IT
WAS CLEAR THAT THE TECHNIQUE OF COOL TALKS AND PERSUASION USED BY
THE PARTY AND GOVERNMENT HITHERTO HAD NOT BEEN EFFICIENT AND HAD
IN FACT FAILED. ECONOMIC COLLAPSE AND CATASTROPHE COULD OCCUR
WITHIN THE WEXT THO MONTHS IF THE PRESENT TREND CONTINUED. STEPS
OF A SPECIAL CHARACTER MIGHT BE NEEDED. THE GOVERNMENT WOULD NOT
HESITATE TO TAKE ANY MEASURES. BUT NOBODY INSIDE OR OUTSIDE
POLAND WAS THINKING IN ANY OTHER CATEGORY THAN THAT THE POLES
THEMSELVES SHOULD SOLVE THEIR OWN PROBLEMS.

3.  THE GOVERNMENT, BISZTYGA SAID, WOULD BE REORGANISED NEXT
WEEK. THE NEW PRIME MINISTER WOULD KEEP DEFENCE AND FOREIGN
POLICY IN HIS OWN HANDS. ALL OTHER RESPONSIBILITIES WOULD BE
DIVIDED INTO TWO GROUPS. ANYTHING CONNECTED WITH THE ECONOMY

1
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WOULD BE PLACED UNDER JAGIELSKI AS CHAIRMAN OF A NEW ECONOMIC
COMMITTEE TO BE SET UP UNDER THE COUNCIL OF MINISTERS. ALL NON-
ECONOMIC RESPONSIBILITIES WOULD BE GROUPED UNDER THE NEW DEPUTY
PRIME MINISTER RAKOWSKI. BISZTYGA COMMENTED THAT THE FORCES OF
MODERATION WOULD THUS KEEP THEIR GRIP ON EVENTS THROUGH THE NEW
SYSTEM OF TRIPLE LEADERSHIP.
4.  BISZTYGA ASKED THAT WE SHOULD STUDY CAREFULLY KANIA S APPEAL
TO THE NATION, ESPECIALLY HIS DETERMINATION TO OPPOSE EXTREMISM
ON BOTH SIDES, WHICH WAS THE CHIEF DANGER. - e
5. IN THIS SITUATION CZYREK ASKED THAT HMG SHOULD:=-
2 A.  SHOW UNDERSTANDING IF DECISIVE ACTION WERE TO BE
" APPLIED BY THE GOVERNMENT: THE PURPOSE WOULD BE TO
RESTORE THE POWER OF THE MODERATES, AND THE LONG=-TERM
OBJECTIVES WOULD BE THOSE STATED BY KANIA AND EARLIER
TO ME DURING MY VISIT TO WARSAW.
B. TO GUARD AGAINST ANY APPEARANCE OF INTERVENTION
IN ANY FORM IN POLISH AFFAIRS FROM THE WESTERN SIDE
6. DURING THIS PERIOD CZYREK WISHED TO KEEP POLAND'S INTERNAT-

IONAL POSITION AS ACTIVE AS POSSIBLE, USING ALL THE TRADITIONAL

METHODS. IT WAS IN THIS CONTEXT THAT HE WOULD BE VISITING
COPENHAGEN NEXT WEEK AND RECEIVING GENSCHER IN WARSAW IN A MONTH'S
TIME. bz »
s sisisay

7.  WHAT POLAND NEEDED AT THE MOMENT. EVEN MORE THAN MONEY, WAS
'"TIME AND BREATH', IE PRESUMABLY A BREATHING SPACE.

8. IN ANSWER TO QUESTIONS BISZTYGA SAID THAT BY 'DECISIVE
ACTION' HE WOULD ASSUME THAT HIS FOREIGN MINISTER MEANT A
DECLARATION OF A STATE OF EMERGENCY, INCLUDING MOBILISATION OF
RESERVISTS. HE POINTED OUT THAT THE NEW PRIME MINISTER HAD
DELIVERED HIS SPEECH TODAY IN UNIFORM AND DIRECTED IT TO FORMER
SOLDIERS AS WELL AS MEN NOW IN UNIFORM. HE WAS QUITE SURE THAT
ACTION ON THESE LINES WOULD BE SUPPORTED BY THE COUNTRY.

9. AS TO WESTERN INTERVENTION, BISZTYG SAID HE HAD NO COMPLAINTS
AGAINST HMG, THE MEDIA OR THE TRADE UNIONS IN BRITAIN AND HE DID
NOT TAKE SERIOUSLY CERTAIN INDIVIDUALS HERE WHO HELD OTHER VIEWS.
10. THE AMBASSADOR'S FINAL POINT WAS A PLEA FOR ACTIVE DIPLOMACY
BY WESTERN GOVERNMENTS IN THEIR RELATIONS WITH POLAND. GRATEFUL

2
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IN THIS CONNECTION TO KNOW WHERE THINGS STAND ON THE INVITATION
TO CZYREK (FALL'S LETTER OF U4 FEBRUARY).

CARRINGTON
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Ref, A04241

PRIME MINISTER

Longer-term Economic Assistance to Poland

(OD(81) 7)

BACKGROUND

OD decided on 23rd October that we should help Poland economically, to the
extent justified by our economic circumstances and by the response of our main
partners. Time pressures subsequently made it necessary to subdivide the
problem into (a) a bridging operation, covering the first three to six months of
1981, and (b) longeMSSistance thereafter, OD took decisions about (a) on
10th and 18th Dmand we have been keeping in close touch on this with our
main partners as well as with the Poles, The present meeting will be OD's first

look at (b), on which serious international negotiations are likely to begin, as

soon as The new United States Administration have sorted themselves out (a first
meeting is to be held in Paris on 23rd-25th February). Most of the difficult
decisions can be deferred until our partners' attitudes are clearer. But our

negotiators require some Ministerial ''steer' now. Hence the six questions posed

in paragraphs 3 and 4 of Mr. Wade-Gery's covering note to the report by officials.,

25 One of these questions = No. ii, in paragraph 3, on refinancing versus

T s . NS 4 b A Al i
rescheduling - has become less urgent since the report was written. At that time
R e
the Treasury, who favour refinancing zas do ECGD), wanted an early decision,
Sl W

They have now been persuaded by the Bank of England, who favour rescheduling,
that the rival merits of the two techniques should first be further studied as a
general issue, i. e. going wider than the Polish context.

35 On three of the other questions - No. i, on the principle of a collective
approach to Polish debt relief, No. v. on the initial time period to be covered and

No. vi. on the percentage of eligible debts -~ your colleagues are likely to agree

without difficulty to the report's recommended answers. But you should be aware

“that the answer to No. vi. is a carefully papered=over rift between the f‘oreign

and Commonwealth Office (who want 85 per cent debt relief plus some new credit)

and the Treasury (who want the percertage reduced if new credit is provided).

=3
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4, The remaining two questions - Nos. iii. and iv, concerning the principle

and modality of new guaranteed credit - may be more contentious. Although the

principle is likely to be approved, that will conceal (permissibly, at this stage) a

further difference of view between the Foreign and Commonwealth Office and the

Treasury; the latter want to offer only a bare minimum and the former to be

e
rather more generous. The modality issue will largely turn on which is less

borys S slede, i \

likely to attract Parliamentary criticism.

5, Two members of OD are liable at this meeting to have divided loyalties.
S——
The Treasury and Bank of England, both represented by the Chancellor of the

Exchequer, do not wholly see eye to eye (see e.g. paragraph 2 above); and the

same is to a lesser extent true of the Department of Trade and the Export
Credits Guarantee Department, both represented by the Secretary of State for

Trade. The Bank and ECGD are in different ways much influenced by the

commercial banks' pessimism about Poland's economic prospects; the Treasury

s
and Department of Trade are more conscious of the political imperative.
R T S —————
6. The Minister of Agriculture has been invited for this item because of his

interest in Poland's capacity to go on importing British food; and the Secretary

of State for Industry, in case the question of liberalising imports from Poland
comes up.

f.a The paper assumes that Polish political liberalisation is maintained and
that there is no Russian invasion. This is merely a working hypothesis, not a

prediction. If it proves wrong, the whole of the present exercise will have to be

—

reconsidered from scratch. A separate report by officials on sanctions

possibilities will shortly be circulated to OD and other Ministers for information.
HANDLING
8. General opening statements could come (if necessary) from the Foreign

and Commonwealth Secretary and the Chancellor of the Exchequer in that order.

The negotiations are Treasury=led, but our political objectives provide the basis
for them.
9. You should then establish that the Committee are content with the points

where Ministers are simply invited to note (paragraph 5 of the covering paper);

and that discussion need therefore focus only on the six decision issues described
above (paragraphs 3 and 4 of the covering paper),

-2-
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will endorse this, though without enthusiasm. Dissent is unlikely. But

. Question i.: the collective approach. The Chancellor of the Exchequer

| Vel

colleagues may have some questions for the Foreign and Commonwealth

Secretary on other countries' likely intentions (e.g. the Americans, whom you
R
may be asked to lobby when in Washington),

11, Question ii.: refinancing versus rescheduling. The Chancellor of the

Exchequer will suggest further study of the general issues involved (see

R —————
paragraph 2 above) between himself, the Secretary of State for Trade and (if

interested) the Foreign and Commonwealth Secretary. Mr. Biffen should

comment; and Lord Carrington should be asked if he wants his Department

involved.

s Question iii, : the principle of guaranteeing new credit. The Chancellor

of the Exchequer should lead and the Secretary of State for Trade and the

Foreign and Commonwealth Secretary should comment, The Secretary of State

for Industry and the Minister of Agriculture may also have views. However

grudgingly, some new credit will no doubt be accepted as inevitable. The

Chancellor may want to set a ceiling figure (e.g. £50 million in 1981 including
£20 million already agreed under the bridging operation); but it is not neces sary
to settle more than the principle at this stage.

183 Question iv.: the modality of guaranteeing new credit. This is

primarily for the Secretary of State for Trade. But you will also want comments

from the Chancellor of the Exchequer and (on the Parliamentary aspect) the

Chancellor of the Duchy. Despite ECGD's advice to the contrary, the

Committee will probably regard it as less controversial to stretch the "trade
encouragement'' provision in ECGD's Act, rather than revive the Act's outmoded
"aid~giving' provision. The Foreign and Commonwealth Secretary will no doubt
be ready to dispose summarily of any suggestion of using the Overseas
Development Act and the Aid Budget.

14. Question v.: time period, The Chancellor of the Exchequer, the

Foreign and Commonwealth Secretary and the Secretary of State for Trade will

endorse not going initially beyond the end of 1982. But they will also be clear
that the operation will in due course need rolling forward for many years there~

after,
-3-

e A baml N OE A W




E‘W"V: ,f?"f", R ooy, I B ‘”'“T""f ’A @
(A A THT" S ™ AN NV sy

18 Question vi, : percentage of debt to be eligible for relief. The
Chancellor of the Exchequer should lead, followed by the Foreign and

Commonwealth Secretary, The Secretary of State for Trade may also have views.,

Despite underlying differences (see paragraph 3 above), the qualified proposal for
85 per cent eligibility is likely to be endorsed.

CONCLUSION

16. Provided clear answers to the six questions have emerged, e.g, as fore=
cast in paragraphs 10~15 above, no general summing up should benecessary. The
Chancellor of the Exchequer should be asked to inform and (as necessary) consult

the Committee as negotiations progress.

ROBERT ARMSTRONG

1llth February, 1981
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TO IMMEDIATE FCO

TELEGRAM NUMBER 194 OF 1@ FEB

INFO MOSCOW EAST BERLIN PRAGUE PARIS BONN WASHINGTON
UKDEL NATO MODUK

SAVING TO SOFI|A BUDAPEST BUCHAREST BELGRADE HELSINKI
STOCKHOLM UKM|S NEW YORK UKREP BRUSSELS

MY TELS 1A@, 141 AND 142 : PARTY PLENUM

1. THE MAIN SPEECHES AND THE RESULTS OF THE PLENUM
SUGGEST A HARDER LINE BUT THEY DO NOT YET GIVE
A CLEAR INDICATION OF FUTURE POLICY.

2, ON THE ONE HAND THE FACT THAT KANIA’S SPEECH 1S NOT
PRINTED IN TODAY’S PAPERS WHILE THOSE OF GRABSKI| AND
BARCIKOWSK! ARE SUGGESTS THAT HE HAS LOST IN

AUTHORITY AND MAY BE ON THE WAY OUT: AND THAT THEREFORE
THE CONCILIATORY APPROACH OF THE PAST FEW MONTHS MAY BE
DROPPED., ON THE OTHER HAND THE NEW PRIME MINISTER,

THOUGH A GENERAL WITH A BACKGROUND OF TRAINING IN MOSCOW,
IS THE MAN WHO {S REPORTED TO HAVE REFUSED TO ORDER
TROOPS TO OPEN FIRE IN 1978 AND 1984 AND TO HAVE AN
OUTLOOK SIMILAR TO KANIA’S,

3. MY FEELING |S THAT THE POLITBURO ( HARD AND SOFT ALIKE)
HAVE DECIDED THAT SOLIDARITY’S APPETITE GROWS WITH EACH
VICTORY AND THE POLICY OF GIVING WAY TO THEIR DEMANDS
*CANNOT CONTINUE INDEFINITELY. THEY ARE FACED NOT SO MUCH
WITH A TRADE UNION AS WITH A VAST INCHOATE OPPOSITIONAL

MOVEMENT CONDUCTING WHAT IN COLONIAL DAYS WE SHOULD
HAVE CALLED A CAMPAIGN OF CIVIL DISOBEDIENCE.

CONFIDENTIAL /4. IF THIS
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b IF THIS IS SO THE GOVERNMENT MAY NOW BE PREPARED

TO TRY TO RIDE OUT THE STRIKES AND, WHERE IT JUDGES THAT
OLIDARITY IS BEING UNREASONABLE, TO REFUSE TO NEGOTIATE
FURTHER. THIS IMPLIES READINESS TO ACCEPT SHORTAGES

AND BREAKDOWNS OF ESSENTIAL SERVICES OR WHERE POSSIBLE
USING TROOPS TO RUN THEM, |T PROBABLY ALSO IMPLIES READINESS
TO ARREST LEADING DISSIDENTS THOUGH | DOUBT IF SUCH
ARRESTS ARE IMMINENT IN SPITE OF THE HARSH

CONCLUSIONS OF A PRELIMINARY INVESTIGATION IN KOR
PUBL | SHED ON 8 FEB. FOR THIS SORT OF EVENTUALITY IT MAKES
SENSE TO HAVE AS PRIME MINISTER A MAN WHO |S RESPECTED

BY THE ARMED SERVICES.

5 | SHOULD BE MORE CONFIDENT OF THE ABOVE INTERPRETATION

IF KANIA HAD RESIGNED AND IT MAY BE THAT THERE IS STILL
DIVISION AND UNCERTAINTY AT THE TOP.

FCO PLEASE PASS ALL SAVING ADDRESSEES.

PRI DHAM

[(REPEATED AS REQUESTED]

(COPIES SENT TO NO 10 DOWNING STREET]
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ESID MR P J BULL BANK OF ENGLAND
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FED MR COTTERILL ECGD

SEG D MR WOOLGAR D/EMPLOYMENT
e , CAXTON HOUSE TOTHILL STREET
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T0 IMMEDIATE FCO

TELEGRAM NUMBER 94 OF 6 FEB

INFO MOSCOW EAST BERLIN PRAGUE PARIS BONN WASHINGTON UKDEL
NATO MODUK

SAVING TO SOF{A BUDAPEST BUCHAREST BELGRADE HELSINKI STOCKHOLM
UKMIS NEW YORK UKREP BRUSSELS

POLISH SITUATION

1.  SEEN FROM HERE, NEXT WEEK WILL BE CRITICAL. THE PLENUM
ON MONDAY , THE SUPREME COURT HEARING ON RURAL SOLIDARITY
ON TUESDAY, AND THE SEJM SES |ON ON WEDNESDAY AND THURSDAY
WILL BE TURNING POINTS, ANY OF WHICH COULD PROVOKE

A CRISIS AGAINST A BACKGROUND OF CONTINUING STRIKES IN
SOUTHERN POLAND.

2, THE 8TH PLENUM OUGHT TO SET A DATE FOR THE 9TH PARTY
CONGRESS AND APPROVE THE GUIDELINES FOR IT. BUT IT IS DOUBTFUL
WHETHER, [N THE CIRCUMSTANCES, IT WILL BE ABLE TO ACHIEVE EITHER
OF THESE THINGS AT LEAST WITHOUT CONSIDERABLE INTERNAL

BICKER ING. THE PLENUM WAS ORIGINALLY PROMISED FOR THE

END OF JANUARY, AND THEN SEEMED LIKELY TO HAPPEN OVER

THE WEEKEND. THE CONTINUED POSTPONEMENT SEEMS TO INDICATE
ARGUMENTS WITHIN THE PARTY ABOUT THE CONGRESS GUIDELINES.

IN PARTICULAR, WORK IS STILL GOING ON ON CHAPTER 1 OF

THE GUIDELINES WHICH COVERS THE EDEOLOGICAL ROLE OF THE

PARTY. OLSZOWSKI HAS SET HIS FACE AGAINST ANY MODIFICATION
WHEREAS KANIA SEEMS TO FAVOUR THE MORE PRAGMATIC APPROACH.

THE QUESTION MUST SURELY BE OF CENTRAL |IMPORTANCE TO

MSCOW WHO WILL VIEW ANY WEAKENING OF THE PARTY’S ROLE

IN THE COUNTRY WITH DISQUIET. IF OLSZOWSK!’S HARDLINE

APPROACH SUCCEEDS, KAN|A’S OWN POSITION MAY BECOME VERY WEAK
AND WE COULD ENVISAGE HIS REMOVAL AT THE PLENUM,

3. IT SEEMS THAT THE AUTHORITIES WILL STAND _FIRM ON THE
REGISTRATION OF RURAL SOLIDARITY. WHATEVER THE REASONS

FOR THIS, THE AUTHORITIES HAVE NOW MADE THIS A POINT OF
PRINCIPLE, AND |F THEY WERE TO BACK DOWN, THIS WOULD LEND

YET MORE ENCOURAGEMENT TO THE EXTREMIST ELEMENTS IN SOLIDARITY.
IF, ON THE OTHER HAND, THEY DO NOT, THERE ARE LIKELY TO BE YET
MORE STRIKES, PROBABLY COVERING A WIDER GEOGRAPHICAL AREA.
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4,  THE POSTPONEMENT OF THE SEJM MEETING 1S ALMOST CERTAINLY
TO ALLOW THE SEJM TO RECTIFY ANY (MPORTANT CHANGES MADE

BY THE PLENUM. WHETHER OR NOT KANIA GOES, WE MAY EXPECT A
MINISTERIAL RESHUFFLE. THE SEJM MUST ALSO ADDRESS | MPORTANT
ECONOMIC QUESTIONS SUCH AS THE BUDGET AND THE PLAN.

THERE MAY BE QUESTIONS FROM INDIVIDUAL DEPUTIES AS TO WHY

NO DRAFT OF THE TRADE UN{ON LAW HAS YET EMERGED. WE ALREADY
HAVE INDICATIONS OF CROSS =PARTY DISSAT{SFACTION ON

THE PROGRESS OF THE CENSORSHIP BILL.

5e MEANWHILE, ON THE INDUSTRIAL FRONT, THE SITUATION IS
GETTING NO BETTER. NOT ONLY HAVE LOCAL BRANCHES OF SOLIDARITY
TARKEN UF LOCAL CAUSES, BUT MANY HAVE ESPOUSED NATIONAL

CAUSES SUCH AS THE RECENT DECREE ON STRIKE PAY.

UNLESS THIS DRIFT INTO ANARCHY CAN BE HALTED SOON,

IT IS DOUBTFUL WHETHER POLAND CAN BE RESTORED TO WORKING
CONDITION SHORT OF EXTERNAL INTERVENTION.

FCO PLEASE PASS ALL SAVING ADDRESSEES

PR | DH AM (REPEATED AS REQUESTED}
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TO IMMEDIATE FCO

TELEGRAM NUMBER 92 OF 6 FEB.

INFO IMMEDIATE WASHINGTON PARIS BONN UKDEL NATO MOSCOW
MOSCOW TELNO 65: POLAND

1. | FULLY AGREE THAT THE SLIDE TO ANARCHY IN POLAND
IS REACHING SUCH A POINT THAT THE SOVI&;_HNLQN_MAI_ELEE
IT IMPOSSIBLE NOT TO INTERVENE.

p— :
2, AT THE SAME TIME WE MUST RECOGNISE THAT IF INVASION
AND ITS CONSEQUENCES FOR THE WORLD ARE TO BE AVOIDED
SOLIDARITY HAS A PART TO PLAY TOO., THERE 1S AN
INCREASING SECTION OF POLISH OPINION WHICH, ENCOURAGED
BY PRESIDENT REAGAN’S RECENT STATEMENTS ( WHICH ARE
CAREFULLY REPRODUCED IN THE SOLIDARITY NEWSPAPER), WANTS
TO PRESS ON AND DAMN THE CONSEQUENCES, HOPING FOR
WORLD WAR |11 TO RESCUE POLAND, RATHER AS MANY POLES
BETWEEN 1815 AND 1914 LONGED AND WORKED FOR A EUROPEAN WAR,
A FURTHER PUBLIC WARNING MIGHT BE SALUTORY FOR THE
RUSSIANS BUT IT WOULD ENCOURAGE THOSE POLES AT PREC!SELY
THE TIME WHEN MODERATION ON THEIR PART IS NEEDED.

3. | THEREFORE RECOMMEND THAT ANY SUCH WARNING
SHOULD BE ACCOMPANIED BY AN INDICATION FROM THE WEST,
WHICH MEANS EFFECTIVELY THE AMERICANS, THAT WHILE

WE HAVE THE GREATEST SYMPATHY WITH THE ASPIRATIONS OF
THE POLISH PEOPLE, |F POLAND IS TO BE SAVED THEY MUST
HAVE REGARD TO POLITICAL REALITY AND NOT SEEK TO DO
EVERYTHING AT ONCE.

PR | DH AM
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T IMMEDIATE FCO

TELEGRAM NUMBER 23 OF 6 FEBRUARY

AND PRIORITY TO WARSAW MOSCOW UKDEL NATO

AND SAVING TO WASHINGTON BONN PARIS BUDAPEST SOF IA BELGRADE

BJCHAREST PRAGUE BMG BERLIN 'f

MY TELNO 20: GDR PRESS COVERAGE OF POLAND

1. TODAY'S EAST GERMAN NEWSPAPERS CARRY(ON PAGE 2) ANOTHER
REPORT FRCM THE WARSAW CORRESPONDENT OF THE EAST GERMAN NEWS
AGENCY(ADN) IN THE FORM OF A DIRECT ATTACK ON SOLIDARITY AND
PARTICULARLY WALESA.

2. THE LEADERS OF SOLIDARITY ARE ACCUSED OF BEING ON A

" COUNTER~REVOLUT IONARY COURSE.'’ THE VOJEWODSHIP OF BIELSKO-
~BALA WAS NOW A CENTRE OF THEIR ATTACKS ON THE PARTY AND STATE
FOWER DIRECTED TOWARDS CAUSING ANARCHY AND CHAOS,

EVERYWHERE ATTEMPTS BY RESPONSIBLE WORKERS AND FUNCTIONARIES

T RESUME WORK WERE BEING FORCIBLY FRUSTRATED. WALESA,

WHO HAD TAKEN PERSONAL CHARGE OF OPERATIONS,HAD GIVEN
INSTRUCTIONS TO STRENGTHEN THE OCCUPATION OF FACTORIES AND

T LAY IN FOOD STUFFS AND OTHER SUPPLIES,

3, IN ADDITION TO THE VARIOUS HARDSHIPS WHICH THE POPULATION
WERE CONSEQUENTLY SUFFERING,SMEAR LITERATURE WAS BEING CIRCULATED
AGAINST PARTY AND STATE FUNCTIONARIES,AND EVERY MEANE OF
IEFAMATION AND BLACKMAILING PRESSURE USED,PARTLY WITH SUCCESS,
T REMOVE FROM THEIR POSITIONS PARTY MEMBERS TRUE TO SOCIALISHM,
ALL ACTIVITIES OF SOLIDARITY WERE DIRECTED AGAINST THE LEADING
ROLE IN SOCIETY OF THE PZPR.

4 THE ARTICLE ENDS WITH EXAMPLES OF THE ECCNOMIC DAMAGE
SUFFERED BY POLAND AS A WHOLE FROM THE DISRUPTION IN BIELSKO-BIALA.
5, NEUES DEUTSCHLAND ALSO CARRIES A SUMMARY WITH EXTENSIVE
QJOTATIONS FROM A RECENT ARTICLE IN THE POLISH ARMY NEWSPAPER
OLNIERZ WOLNOSC! ENTITLED ’’THE ANTI-POLISH PLAN OF THE

WNITED STATES MUST FAIL'’,WITH ALLEGATIONS ABOUT THE ROLE OF
THE CIA,RADIO FREE EUROPE ETC.

6. FCO PLEASE PASS TO ALL SAVING ADDRESSEES.
FOSTER [REPEATED AS REQUESTED]

[COPIES SENT TO NO 10 DOWNING STREET]

POLAND SPECIAL STANDARD COPIES TO

EESD PS/8 OF 8
CSCE UNIT MR DICK § DoT

gggs DCONS A MR POWNALL

| PS/CHANCELIOR
Rl SIR K COUZENS TREASURY
ECD (E) ; MISS BAKER

ggs:tg ; MR P J BULL BANK OF ENGLAND
FRT MR COTTERILL ECGD
SEC D MR WOOLGAR D/EMPLOYMENT

OLA CAXTON HOUSE - TOTHILL STREET
CABINET OFFICE i




NO 10 DOWNING ST
DIO CABINET OFFICE

ASSESSIMENTS STAFF
4 > * CABINET OFFICE

- MR FERGUSSON
-SIR A ACLAND
- MR P H MOBERLY

HEAD/EESD

HEAD/DEFEN?&'D

HEAD/PUSD (

HEAD/WED _

HEAD/NEWS D 4
HEAD/PLANNING STAFF LR
I-Ld (rarvm'he—ﬁ“. ; AR R 57 TS, TIPS TCI Lo PSR ce W Ros S N

Fi4 WARSAW 2412407 FEB

TO IMMEDIATE FCO

TELEGRAM NUMBER 84 OF 4 FEB

AND TO {MMEDIATE CABINET OFFICE ( ASSESSMENT STAFF)

INFO ROUTINE MOSCOW EAST BERLIN PRAGUE PARIS BONN WASHINGTON
UKDEL NATO MODUK

SAVING TO SOFIA BUDAPEST BUCHAREST BELGRADE HELSINKI
STOCKHOLM UKMIS NEW YORK UKDEL BRUSSELS

MIPY
POLISH SITUATION

1,  THOUGH | WOULD NOT WISH TO MAKE TOO MUCH OF IT

AT THIS STAGE, 1T IS WORTH OBSERVING THAT KANIA’S SPEECH

TO THE PRE-~CONGRESS COMMISSION HAS BEEN ACCORDED FAR

LESS PUBLICITY THAN THAT OF OLSZOWSKI. MONDAY’S TELEVISION

NEWS CARRIED A 7 OR 8 MINUTE PRECIS OF OLSZOWSKI’S

REMARKS AND MENTIONED BRIEFLY THAT KANIA HAD ALSO SPOKENs
TUESDAY*S TELEVISION -SiMPLY COMMENTED THAT THE CONTEXT

OF KANIA®S SPEECH WOULD BE AVAILABLE IN THE PAPERS OF & FEBRUARY,
THERE MAY BE SOME SIGNIFICANCE IN THE FACT THAT KANIA’S

NOTABLY MORE MODERATE APPROACH TO SOLIDARITY AND

THE QUESTIONS OF PARTY REFORM HAS RECE|VED MUCH LESS ATTENTION.

5.  |T APPEARS FROM PARA 4 OF MIPT THAT OLSZOWSKI®S HARD '
LINE ON PARTY REFORM HA3 NEVERTHELESS RUN INTO OPPOSITION
SSI10N




LINE ON PARTY REFORM HAS NEVERTHELESS RUN {NTO GPPOSITION
AT THE PRE-CONGRESS COMMISSION,

3. THE COUNCIL OF MINISTERS DECREE LIMITING THE PAYMENT
OF WAGES TO STRIKERS TO 52% OF THEIR DAIL PIY AND THEN
ONLY IN CIRCUMSTANCES WVHERE THE STRIKE HAS BEEN CALLED
BY AN OFFICIAL UNION AT A WEEK’S MOTICE, SEEMS LIKELY TO
BE TAKEN AS

MPROVOCATION BY SOLIDARITY, THE DECREE CUTS ACROSS

THE GDANSK AGREEMENT, WHICH STATES THAT WORKERS WILL NOT
 BE PENALISEL FOR STRIKING., THAT PARTICULAR PROVISION HAS
ALWWAYS BEEN REGARDED AS TEMPORARY, BUT IT HAS BEEN
MITHERTO AGREED BETWEEN THE GOVERNYENT AND THE

UNTONS THAT ITS AMENDMENT SHOULD BE ENCOMPASSED INSTHE
FRAMETOQK OFITHE DRAFT LAW ON TRADE UNIONS,

by IN BIELSKD BIALA, THE VOIVODA AND H1S DEPUTIES HAVE
NOW TENDERED THEIR RESIGNATIONS, THIS ALPEARS TO BE A

MAJOR VICTORY FOR THE SOLIDARITY STRIKERS IN THE REGION,
BUT IT DOES NOTHING TO ENHANCE THE GOVERNMENTS AUTHORITY,
NOR 1S THE GOVERNMENT?S | MAGE | MPROVED BY .THE FACT THAT

THE DISPUTES AT JELENIA GORA, RZESZOW AND LODZ UNIVERSITY
STILL REMAIN UNRESOLVEDs SOLIDARITY IN THE WROCLAW REGION
HAVE ALSO ANNOUNCED THEIR READINESS TO CALL A STRIKE SHOULD
THE GOVERNMENT NOT ACCEDE TO THE DEMANDS OF THE

RZESZOW STRIKERS FOR THE LEGALISATION OF RURAL SOLIDARITY,.

5, THERE HAS BEEN AS YET.NO ANNOUNCEMENT OF A SEJM SESSION
WHICH 1S STILL EXPECTED FOR THE END OF THE WEEK. RUMOURS
CONTINUE TO CIRGULATE TO THE EFFECT THAT THE PRIME
MINISTER?’S POSITION MAY BE CHALLENGED THERE. MFA VICE=
MINISTER WIEJACZ ALSO TOLD ME YESTERDAY THAT THERE WOULD

BE A CENTRAL COMMITTEE PLENUM ON 6 AND 7 FEBRUARY.

A CHANGE OF FIRST SECRETARY SEEMS RATHER MOST LIKELY

MOW THAN IT DID ON FEB 2 WHEN | SENT MY TELNO 75,

WITH A FORTHCOMING MEETING OF WARSAW PACT PARTY HEADS
SHORTLY DUE IN MOSCOW AT THE TIME OF THE CPSU CONGRESS THE
PZPR MIGHT FEEL THAT THE TIME WAS RIGHT FOR A CHANGE OF
LEADERSHIP, THIS ARGUMENT, TO JUDGE FROM THE DISCUSSION DESCRIBED
IN PARA & OF MIPT HAS EVIDENTLY NOT YET BEEN RESOLVED,
NEVERTHELESS, KANIA WILL HAVE GREAT DIFFICULTY IN DEFENDING
HIS POSITION AGAINST THE CRITICISM OF THE CZECH,EAST GERMAN
AND PRESUMABLY SOVIET LEADERSHIPS: THE SUBSTITUTION OF KANIA
BY OLSZOWSKI MIGHT SERVE TO DEFER FOR A BIT LONGER THE
INCREASING PRESSURE FOR OUTSIDE INTERVENTION.
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NEVERTHELESS, KANIA WILL HAVE GREAT DIFFICULTY 1IN DEFENDING
HIS POSITION AGAINST THE CRITICISM OF THE CZECH,EAST GERMAN..
AND PRESUMABLY SOVIET LEADERSHIPS: THE SUBSTITUTION OF KANIA
BY OLSZOWSKI MIGHT SERVE TO DEFER FOR A BIT LONGER THE
INCREASING PRESSURE FOR OUTSIDE INTERVENTION.

6.  SOLIDARITY SAY THAT THEY DO NOT WISH TO OVERTURN
THE GOVERNMENT, BUT IN FACT THEY ARE MAKING IT |“POSSIBLE

FOR THE GOVERNMENT TO GOUERN. IN MY TEL NO 25 | REPORTED A
SOLIDARITY ADVISER | MEY AS BEING NERVOUS AND GLOOMY. ANOTHER
| MET ON FEB 3 STRUCK ME AS CHEERFUL, FATALISTIC AND
FANATICAL, AND HOPEFUL THAT THE WEST WOULD, AS HE PUT IT,
SUPPORT POLAND, BY WHICH HE MEANT THREATEN THE USSR WITH WAR

IF THEY INTERVENE,

FCO PLEASE PASS ALL savlﬁg,Aoﬁéessess.

PR | DH AM
BY
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TO IMMEDIATE FCO Aok -
TELEGRAM NUMBER 83 OF 4 FEB

AND TO |MMEDIATE CABINET OFFICE (ASSESSMENT STAFF)

INFO ROUTINE MOSCOW EAST BERLIN PRAGUE PAR|S BONN
WASH INGTON UKDEL NATO MODUK

SAVING TO SOFIA BUDAPEST BUCHAREST BELGRADE HELSINKI STOCKHOLM
UKMIS NEW YORK UKDEL BRUSSELS

MY TELNO 81 g POLISH SITUATION

1. KANIA’S SPEECH AT THE PRE~CONGRESS COMMISSION HAS
FINALLLY BEEN PUBLISHED, BUT WITHOUT THE ATTENTION ON TV
GIVEN TO OLSZOWSKI’S,

2. FOLILOWING ARE THE MAIN POINTS:
(1) THE ECONOMIC SITUATION IS SIGNIFICANTLY WORSE THAN
IT WAS A MONTH AGO, DUE IN LARGE PART TO THE AFFECT OF STRIKES.,
(ll) OUR MAIN TASK 1S THEREFORE TO SET THE ECONOMY TO RIGHTS.
(lll) THE PARTY?S ROLE MAKES |IT RESPONSIBLE FOR GETTING
POLAND WOUT OF THE CRISIS BY REBUILDING SOCIALISM. BUT
WE MUST REALISE THAT WE HAVE ANARCHIST ELEMENTS TO CONTEND
WITH AND THAT THE TRADE UNION MOVEMENT 1S ACTING BEYOND ITS
STATUTES. :
(1V) TOGETHER WITH THE PEASANT PARTY WE MUST FORM THE
CONDITIONS FOR GENUINE PEASANT SELF-~GOVERNMENT,
(V) THE SITUATION IN THE PARTY 1S THE KEY TO THE wAY OUT
OF TH!IS CRISIS. THE PARTY MUST BE CLOSER TO THE PEOPLEs
IT MUST HELP THE BRANCH UNIONS DEVELOP LINKS WITH THE
WORKING~CLASS. SOLIDARITY 1S ALSO IMPORTANT AS A MASS
M)VEMENT BUT MUST NOT DEVELOP [NTO AN OPPOSITION PARTY.
(Vl) THERE ARE ALSO THOSE IN THE.PARTY WHO DO NOT REALISE
THAT THE SITUATION HAS CHANGED AND THAT WE MUST ADAPT SO
WE SHOULD WORK WITH SOLIDARITY TO MAKE |IT A PROPERLY
fa,

SOC | ALLI ST ORGANISATION.
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3. KANTA’S SPEECH INCLUDES TOUCHES OF FIRMNESS - ESPECIALLY

IN ITS OPPOSITION TO RURAL SOLIDARITY IN (1v) AND ITS REMARKS
ABOUT THE ROLE OF SOLIDARITY IN (V). BUT COMPARED TO OLSZOWSKH,
THE LINE TAKEN IS CONCIL)ATORY. HE LEAVES OPEN THE THREE QUESTIONS
REFERRED TO BY OLSZOWSK! IN PARA 3 OF MY TUR. AND HE STRESSES

THE IMPORTANCE OF THE ODNOWA AND THE NEED FOR A NEW APPROACH.

4 YESTERDAY, MEANWHILE, THERE WAS A MEETING OF WORKING GROUP
NUMBER | OF THE PRE-CONGRESS COMMISSION ( SEE HARRISON’S LETTER

. TO FACEY OF 29 DECEMBER) , TO CONSIDER CHANGES IN THE PARTY
STATUTES. THE TERSE PRESS REPORT INDICATED THAT FURTHER
DISCUSSION WAS NECESSARY.

Be: " SEEM 1R

FCO PLEASE PASS ALL SAVING ADDRESSEES.

(REPEATED AS REQUESTED)

PR | DH AM
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TELEGRAM NUMBER 20 OF 3 FEBRUARY SW])

AND TO PRIORITY WARSAW MOSCOW UKDEL NATO
AND TG SAVING WASHINGTON BOKN PARIS BUDAPEST SOF IA BELGRADE

BUCHAREST PRAGUE BNMG BERLIN !

EAST BERLIN’S TELNO 17: GDR PRESS COVERAGE OF POLAND
1. EAST GERMAN PAPERS TODAY CARRY A VICI0USLY WORDED REPORT
-DIATRIBE WOULD BE A FAIR DESCRIPTION-FROM THE WARSAW CORR=-

' -ESPONDENT UNDER THE HEADLINE®’SOLIDARITY PROVOKES CHAOS AND
ANARCHY??. IT 1S THE FIRST ORIGINALLY WORDED GDR PRESS COMMENT
O\ POLAND SINCE THE CRIS!S BEGANs UP TO NOW COVERAGE HAS
CONS ISTED OF QUOTATIONS FROM POLISH,SOVIET AND OTHER EAST
BIROPEAN SOURCES.

2, ACCORDING TO THE REPORT®?’ TENSIONS IN THE COUNTRY HAVE
INCREASED DANGEROUSLY,THE SITUATION HAS WORSENED CATASTROPHICALLY.
THE LEADERS OF SOLIDARITY ARE PROVOKING INCREASED CHAOS AND
ANARCHY FROM DAY TO DAY...IN CONCERT WITH THE RINGLEADERS OF
THE ANTI-SOCIALIST GROUP KOR, THESE PEOPLE HAVE WRITTEN
COUNTER-REVOLUTION ON THEIR BAKNERS.'' THEIR TACTI&:S WERE
FIRST TO ESTABLISH OPPOSITION ORGANISATIONS TO DIMINISH

THE INFLUENCE OF THE POLISH PARTY,AND THEN TO BRING ABOUT

»A FULL EROSION OF SOCIALISM , ESPECIALLY THE ELIMINATION

(F THE PARTY FROM SOCIAL AND POLITICAL LIFE.. . AGAINST

THE NATIONAL INTERESTS OF POLAND AND ITS INTERNATIONALIST
CBLIGATIONS, "

3, THE INDICTMENT GOES ON TO LIST THE PRACTICAL RESULTS OF
OLIDARITY'S ACTIVITIES: SEVERE DISRUPTION IN PRODUCTION AND
TRANSPORT,DRAMATIC DECLINE IN SUPPLIES AND SERVICES,EMPTY
SHELVES IN THE SHOPS,THE COUNTRY'S NEAR INSOLVENCY., AS A
RESULT EXPORTS TO OTHER SOCIALIST COUNTRIES, INCLUDING THE GDR,
HAD DECLINED AND THE FULFILMENT OF THE PROGRAMME OF SOCIALIST
INTEGRAT ION HAD BEEN DISRUPTED.

4, THE REPORT ALSO ALLEGES THAT RESPONSIBLE WORKERS TRYING TO
ID THEIR DUTY WERE BEING INTIMIDATED BY SOLIDARITY AND EVEN
SUBJECTED TO VIOLENCE. SOLIDARITY'S CLOSE LINKS TO WESTERN
CIRCLES HOSTILE TO PEACE AND DETENTE WERE EVIDENT. FORE IGN
CORRESPONDENTS SERVED TO KEEP THE MOVEMENT IN CONTACT WITH
COUNTER=REVOLUT IONARY CENTRES IN THE WEST.

5, FCO PLEASE PASS TO ALL SAVING ADDRESSEES.

FOSTER [REPEATED AS REQUESTED]
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TELEGRAM NUMBER 54 OF 2ND FEBRUARY 1
AND TO WARSAW UKDEL NATO WASHINGTON AND |
INFO SAVING BUDAPEST BUCHAREST SOFIA EAST BERLIN AND PRAGUE .
BELGRADE PARIS BONN AND HELSINKI. ’\’ﬂ__4r'?

MY TELNO 523 POLAND.

1« THE SOVIET PRESS HAS CONTINUED TO PRESENT A DISQUIETING
PICTURE OF THE SITUATION IN pOLAND, |1ZVESTIA OF 31 JANUARY
INCLUDED A HARSHLY WORDED FOLLOW=UP TO THE TASS PIECE OF 33 JANUARY
(MY TELNO 51) ACCUSING THE LEADERS OF SOLIDARITY OF PURSUING A
COURSE OF CONFRONTATION, POLISH PUBLIC OPINION WAS BECOMING
INCREASINGLY DISTURBED AT THIS COURSE AND FELT IT WAS TIME TO MAVE
DONE WITH THE ATMOSPHERE OF CHAOS. THE DIVISION BETWEEN THOSE WHO
WERE TRULY CONCERNED WITH THE WELFARE OF POLAND AND HERE PEOPLE

AND THOSE WHO WENT IN FOR DEMAGOGY WAS BECOMING MORE AND MORE
EVIDENT, WITH THE LATTER **REVEALING THEIR ANT|=SOC|ALIST FACES
EVER MORE CLEARLY.'’ THE SOVIET PRESS HAS ALSO REPORTED A REMINDER
ISSUED BY THE POLISH PROCURACY-GENERAL THAT THOSE WHO BROKE THE
LAW, FOR EXAMPLE BY SEIZING PUBLIC BUILDINGS, WERE LIABLE TO
PUNISHMENT, INCLUDING LONG TERMS OF |MPRISONMENT.

2, THE AGREEMENT BETWEEN SOLIDARITY AND THE GOVERNMENT REACHED
ON 30 JANUARY HAS BEEN GIVEN ONLY CURSORY MENTION. PRAVDA OF 2
FEBRUARY REPORTED THAT DESPITE THIS AGREEMENT A NUMBER OF MEMBERS
OF SOLIDARITY WERE STILL SUBVERTING STABILITY IN THE COUNTRY AND
CONTINUING TO STRIKE, THE OBJECT OF THE PROPOSAL TO SET UP RURAL
SOLIDARITY WAS TO SPLIT THE PEASANTS, DISRUPT THE SUPPLY OF
PRODUCE TO THE TOWNS AND DEEPEN THE ALREADY COMPLICATED
AGRICULTURAL SITUATION WHILE STILL FURTHER EXACERBATING POLAND’S
GENERAL ECONOMIC PLIGHT,

FCO PASS SAVING TO BUDAPEST BUCHAREST SOFIA EAST BERLIN PRAGUE
BELGRADE PARIS BONN HELSINKI,

KEEBLE
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POLISH SITUATION

1. THE MEASURE OF AGREEMENT REACHED BETWEEN THE GOVERNMENT.

AND SOLIDARITY 1S MUCH MORE A VICTORY FOR THE LATTER
————————

THAN THE FORMER., WHILE THERE ARE ELEMENTS OF COMPROM|SE,

THEY WERE REACHED UNDER THREAT OF STRIKES AND SOLIDARITY

PROMISES TO PURSUE ITS AIMS WITH THE SAME

SUCCESSFUL TACTICS, ‘

2,  THE SITUATION REMAINS PREYTY TENSE. WITH THE SETTLEMENT,
FOR THE MOMENT, OF THE DISPUTES ABOUT FREE SATURDAYS AND

ACCESS TO THE MEDIA, THERE REMAIN TWO I™PORTANT 1S5SUES




ACCESS TO THE MEDIA, THERE REMAIN' TWO | IPORTANT |SSUES

TO THE FORE { WITH OTHERS OF COURSE IN THE BACKGROUND).
THE DESIRE OF THE PEASANTS TO REGISTER AS A TRADE UNION
(IN EFFECT TO JOIN SOLIDARITY) AND SOLIDARITY’S APPARENT
J1SH TO HAVE A VETO ON CERTAIN GOVERNMENT APPOINTMENTS.
THESE PROBLEMS ARE COMPOUNDED BY THE FACT THAT SOLIDARITY
HAS LOST CONTROL OF SOME OF ITS PROVINCIAL BRANCHES.

3¢  THE GOVERNMENT HAVE A GOOD TECHHUCAL CASE FOR SAYING
THAT THE PRIVILEGES OF A TRADE UNION ARE NOT APPROPRIATE TO
FARM PROPRIETORS AND THAT THE BURAL '?CIRCLES?’ GIVE

THE PEASANTS MOST OF WHAT THEY NEED, BUT THIS 1S ESSENTIALLY
A MATTER OF POLITICS AND CONFIDENCE, THE PEASANTS WANT TO JOIN
SOLIDARITY BECAUSE THEY DO NOT TRUST THE GOVERNMENT TO GIVE
THEM A SQUARE DEAL WITHOUT THE PRESSURE THAT SOLIDARITY

CAN EXERT. THE GOVERNMENT DO NOT WANT THEM TO JOIN BECAUSE
THEY WILL REPRESENT A NEW AND LARGELY CONSERVATIVE ELEMENT
OF PRESSURE WITHIN THE UNJON,

MOREOVER, WHILE THEY HAVE OBTAINED SOVIET CLEARANCE FOR
URBAN SOLIDARITY, THEY PROBABLY HAVE NOT DONE S0 FOR THE
RURAL VARIETY.

he  WHEN | TOOK MARK BONHAM CARTER TO CALL ON THE MARSHALL
OF THE SEJM HE SPOKE OF SOLIDARITY®S ATTEMPTS TO HAVE A

SAY IN APPOINTMENTS SUCH AS THOSE OF PROVINCIAL GOVERNORS
(WOJEWODAS) AND CHAIRMEN OF PROVINCIAL COUNCILS AND

PROBABLY LOWER DOWN THE LINE. THIS MAY NOT BE A FORMAL
DEMAND OF SOLIDARITY BUT IS EVIDENTLY CAUSING MUCH UNREST

IN THE COUNTRY, AND THE STRIKES AT BIELSKO~BIALA IN THE

SOUTH ARE ESSENTIALLY ABOUT SUCH MATTERSs IN ADDITION

THE MAJOR SIT=IN AT LODZ UNIVERSITY CONTINUES AND MAY SPREAD,

50 ONCE AGAIN A FURTHER BREATHIMG-SPACE HAS BEEN OBTAINED
ITS LENGTH DEPENDING |MMEDIATELY ON THE OUTCOME OF THE DISPUTE
OVER RURAL SOLIDARITY, FOR THE SLIGHTLY LONGER TERM THE
PROBLEMS ARE THE PRESSURE OF THE ACTIVIST WING OF SOLIDARITY
WHICH DOES NOT WANT TO ABANDON THE HEADY EXCITEMENTS |
OF ADVANCE, STRIKE AND CONFRONTATION FOR THE ROUTINE WORK
OF A TRADE UNION. AND THE UNWILLINGNESS OF THE PARTY
TO ABANDON THE HABITS OF COMMAND FOR THOSE OF PERSUASION,
THEY ARE SO USED TO HANDING DOWN DECISIONS THAT THEY
CANNOT CONCEIVE OF POWER COMING UP TO THEM FROM BELOWa
IT 18 NOT FAIR HOWEVER TO ATTRIBUTE ALL THEIR OBSTRUCTIONISM
TO HABIT AND DESIRE TO HOLD OV TO OFFICE. THE FLEXIBILITY
WHICH CRITICS SUGGEST THEY SHOULD HAYE MAY STILL BE

DOSSIBLE N TR MG RESERYING THE SYSTEM AND THU




IMPOSSIBLE IN TERMS OF PRESERVING THE SYSTEY AND THUS

THE INDEPENDENCE OF THE COUNTRY, IT 1S CLEAR HOWEVER THAT THE
PARTY CONGRESS DUE IN MARCH/APRIL WILL BE POSTPONED. A RIGGED

NGRESS 1S NOW PROBABLY NOT POSSIBLE, WHILE AN UNR{GGED ONE

"g STILL TOO DANGEROUS. SO MANY DELEGATES WOULD BE SOLIDARITY
MEMBERS. BUT IF THE PARTY DELAY TOO LONG THEY MAY LOSE
FURTHER CREDIBILITY, SINCE SOLIDARITY WILL FAIRLY SOON
COMPLETE ITS ELECTIONS AND WILL THEN BE ABLE TO CLAIM THAT IT
REPRESENTS 16 MILLION PEOPLE AGAINST A PARTY STILL
CONSTITUTED UNDER THE OLD RIGGED ELECTIONS,

S IF DISASTER IS TO BE AVOIDED THE REGIME MUST FIND SOME

WAY OF GIVING THE MODERATE ELEMENTS SOLIDARY A GREATER ROLE

IN GOVERNMENTs AND THE LATTER MUST FOR THEIR PART

FIND A WAY OF ACCEPTINGs APART FROM ANYTHING ELSE IT 5 DIFFICULT
TO SEE HOW EFFECTIVE ECONOMIC REFORM CAN PROCEED WITHOUT

SOME RENEGOTIATION OF THE GDANSK AGREEMENTS: AND FOR THAT
CONFIDENCE 1S ESSENTIAL, THE PRESENT COURSE IF MAINTAINED

MUST LEAD TO COLL1ISION.

THE NEXT WEEK

Ts IN CONVERSATION OVER THE WEEKEND WITH PARTY STALWARTS,
INDEPENDENTS AND ONE SOLIDARITY ADVISER, | HAVE FOUND

A GOOD DEAL OF NERVOUSNESS AND GLOOM, IN SPITE OF PINKOWSKI'S
SUCCESS IN AVERTING A STRIKE ON 3 FEBRUARY, GOVERNMENT
CHANGES ARE ON THE CARDS AT THIS WEEK'S MEETING OF THE SEJMe
THE RUSSIANS MAY BE.PRESSING FOR A HARDER LINE AND A NEW MAN
( MOSCOW TELEGRAM NO 52). THE TROUBLE 18 THAT A

HARDER LINE AND USE OF POLISH FORCE MAY SO EASILY LEAD

T0 PHYSICAL CLASHES FOLLOWED BY SOVIET INTERVENTION,

I AM INCLINED TO THINK THAT KANIA WILL SURVIVE FOR THE
MIMENT, BUT IF THE GOING GETS STILL ROUGHER 1! WOULD NOT EXCLUDE
MICZAR TAKING OVER ON A TICKET OF NATIONAL UNITY.

TAILPIECE

B, FOR WHAT IT IS WORTH, GOMILKA NOW AGED 76 TOLD STAREWICZ
( FORMER AMBASSADOR IN LONDON) THAT HE RATHER THOUGHT THE ‘

RUSSIANS WOULD INTERVENE,

—
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MY TELNO 23: POLISH SITUATION

1. SOLIDARITY’S NATIONAL COORDINATING COMMISSION ( NCC)
MET ON 1 FEBRUARY TO DISCUSS THE AGREEMENT REACHED BETWEEN
WALESA AND THE GOVERNMENT ON 31 JANUARY.

©, THE NCC DESCRIBED THE AGREEMENT AS REMAINING FAR FROM
E FULFILMENT OF SOCIETY’S EXPECTATIONS., IT WAS NEVERTHELESS

IMMEDIAT E} |
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2. THE NCC DESCRIBED THE AGREEMENT AS REMAINING FAR FROM

THE FULFILMENT OF SOCIETY’S EXPECTATIONS. IT WAS NEVERTHELESS

A STEP IN THE RIGHT DIRECTION, AN’D AS A RESULT THE GENERAL .
STRIKE CALLED FOR 3 FEBRUARY HAS BEEN CANCELLED.

S THE NCC AGREED ON FURTHER ACTION IN PURSUIT OF THE
" FOLLOWING GOAL Sz -

~A. SHORTENING OF WORKING HOURSs

.

EARL 1EST POSSIBLE EXTENSION OF THE JASTRZEBIE AGREEMENT

TO THE WHOLE OF POLAND: EARLY LEGISLATION OF THE RIGHT

TO A 5-DAY WEEKs INTRODUCTION OF THE TIMETABLE OF SATURDAY
~ WORKING FOR 1981 IN CONSULTATION WITH THE UNION AT

FACTORY LEVEL.

B. ACCESS TO THE MASS MEDI A.

SOLIDARITY WILL DEMAND A REGULAR SLOT FOR THEIR WEEKLY RADIO
AND TELEVISION PROGRAMMES:s THEY WILL CREATE EDITORIAL

TEAMS AT THE NCC AND LOCAL LEVELS FOR NEGOTIATION WITH

THE RADIO AND TELEVISION AUTHORITIES: FURTHER NEGOTIATION

{S REQUIRED WITH THE AUTHORITIES ON DETAILED ASPECTS OF THIS
SUBJECT«

C. RURAL SOLIDARITY.

THE NCC PROMISES TO MAINTAIN FULL SUPPORT FOR REGISTRATION

OF RURAL SOLIDARITY: IT RECOMMENDS THAT RURAL SOLIDARITY
SHOULD FORM ITS OWN NATIONAL COORDINATING COMMISSION WITH
REGIONAL SUBORDINATES SIMILAR TO THOSE OF SOLIDARITY:

THE NCC WILL SUPPORT THESE ORGANS: THE NCC WILL UNDERTAKE

A PROPAGANDA CAMPAIGN FOR POLJSH RATIFICATION OF CONVENTIION
147 OF THE 1LO, WHICH DEALS WITH AGRICULTURAL TRADE UNIONS,
AND FOR THE ESTABLISHMENT OF THE LEGAL CONDITIONS FOR THE
REGISTRATION OF RURAL SOLIDARITY: THE NCC RECOMMENDS THAT ITS
REPRESENTATIVES IN RZESZOW SHOULD PARTICIPATE IN TALKS BETWEEN
THE STRIKE COMMITTEE AND THE GOVERNMENT COMMISSION: ANY |
ATTACK ON RURAL TRADE UNIONS WILL BE TREATED AS AN ATTACK

ON SOLIDARITY.

by | A FURTHER POINT MADE BY SOLIDERITY N CONMECTION WITH THEIR
ACCEPTANCE, ON ECONOMIC GROUNDS, OF THE NEED FOR - SOME
; J IS A DEMAND FOR CLEARER AND
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b, A FURTHER POINT MADE BY SOLIDERITY IN CONNECTION WiTH THEIR
ACCEPTANCE, ON ECONOMIC GROUNDS, OF THE NEED FOR SO ME

SATURDAY WORKING IN 1981 » IS A DEMAND FOR CLEARER AND

MRE DETAILED [NFORMATION ABOUT THE ECONOMY AND THE RIGHT

TO PARTICIPATE IN PUBLIC DISCUSSION OF ECONOMIC REFOR M,

THE PARTY

5« THERE WAS A MEETING OF THE PRE~-CONGRESS COMMISSION -ON

31 JANUARY, CHAIRED BY KANIA. BUT THE GUIDELINES HAVE STILL

NOT YET EMERGED., SO IT SEEMS VERY UNLIKELY THAT THE X CONGRESS
CAN TAKE PLACE MUCH BEFORE MAY, AND, RUMIURS ARE ALREADY
CIRCULATING THAT IT WILL BE [N JUNE OR LATER.

6«  WE HAVE ALSO HEARD A RUMOUR THAT REFORMIST ELEMENTS WITHIN
THE PARTY HAVE BEEN ORGANISING THEMSELVES ON A LOCAL AND
REGIONAL BASIS, AND ARE TO HOLD A MEETING AT TORUN.

7« A MAJOR PURGE OF THE PARTY IS TAKING PLACE IN KRAKOWs
THE LOCAL COMMITTEE AND THE MILICJA ARE INVESTIGATING A
NUMBER OF PAST SCANDALS, BARSZCZ, THE FORMER MAYOR AND
MINISTER OF THE BUILDING INDUSTRY, HAS BEEN EXPELLED FROM
THE PARTY, ALONG WITH SEVERAL OTHERS,

8. ALL THE ABOVE INDICATES THE VERY CONSIDERABLE DISARRAY
IN WHICH THE PARTY NOW FINDS ITSELF.

THE CHURCH

9« THE CHURCH HAS STAYED SILENT THROUGHOUT THE RECENT CONFLICT

THE BISHOP OF PRZEMYSL, HAS GIVEN SUPPORT TO THE FARMERS IN RZESZOW
WHO ARE SITTING = IN IN FAVOUR OF THE REGISTRATION OF RURAL
SOLIDARITY. THERE 1S TO BE AN EXTRAORDINARY MEETING OF THE

MAIN COUNCIL OF THE EPISCOPATE NEXT WEEK ( IN ADVANCE OF THE

NEXT EPISCOPAL CONFERENCE IN MARCH). IT |8 REASONABLE TO ASSUME
THAT THIS HAS BEEN CALLED TO DISCUSS THE CHURCH’S LINE IN

THE CURRENT CRISIS.
THE PRESS AND CENSORSH (P

1%«  THE AGREEMENT REACHED OVER THE WEEKEND MAY AFFECT THE
BILL ON CENSORSHIP WHICH SHOULD REACH THE SEJM THIS WEEK.

3 A
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THE PRESS AND CENSORSHIP

19,  THE AGREEMENT REACHED OVER THE WEEKEND MAY AFFECT THE

BILL ON CENSORSHIP WHICH SHOULD REACH THE SEJM THIS WEEK.

BAFIA, THE MINISTER OF JUSTICE, WAS INTERVIEWED FOR

SATURDAY'S EDITION OF TRYBUNA LUDU. HE REVIEWED THE

PROGRESS OF DISCUSSIONS ON THE NEW CENSORSHIP BILL BUT STRESSED

THAT ITS AUTHOR MUST BE THE GOVERNMENT. THIS CLEARLY

REJECTED THE ALTERNATIVE DRAFT PUT UP BY THE WRITER’S UNION.

BUT HE INDICATED THAT THE GOVERNMENT DRAFT HAD UNDERGONE CONSIDERABLE
REVISION,

ECONOMY

11. THE ECONOMY HAS HAD ANOTHER BAD WEEK. THE PRESIDENT OF THE
GOVERNMENT STATISTICAL OFFICE HAS REVEALED THAT NATIONAL
INCOME FOR 1984 WAS 4% ( AND NOT 3% AS WIDELY PRED|CTED)

DOWN ON 1979, ITSELF 2% DOWN ON 1278, WITH INDUSTRIAL
PRODUCTION DOWN 3%, THE CONSTRUCTION SECTOR DOWN 1¢% AND
AGRICULTURE DOWN 15%. JANUARY’S ECONOMIC PERFORMANCE |S LIKELY
TO BE EVEN WORSE WITH INDUSTRIAL UNREST, SHORTAGE OF RAY
MATERIALS AND ENERGY PROBLEMS TAKING THEIR TOLL.

DEPUTY PRIME MINISTER MACH CONFIRMED LAST WEEK THAT INDUSTRIAL
PRODUCTION IN THE FIRST 20 DAYS OF JANUARY WAS RUNNING AT 509
OF JANUARY 1980’S PERFORMANCE AND ALL OUR REGULAR CONTACTS

ARE MUCH MORE PESSIMISTIC THAT WE HAVE SEEN THEM. COAL,
POLAND’S LARGEST HARD CURRENCY EXPORT~EARNER, LOOKS LIKE

BEING 2 MILLION TONS SHORT OF TARGET IN JANUARY,

ACCORDING TO THE SEJM COMMITTEE, AND FIGURES FOR FIRST &
SATURDAYS, WHICH MUST REALISE AN AVERAGE OF 480,000 TONS IN
WINTER MONTHS TO PRODUCE ENOUGH COAL TO KEEP EXPORT MARKETS
RUNNING, WERE 132,600: 99,008, 120,008 AND 190,099 TONS.

THE BEGINNING OF MEAT AND FAT RATIONING HAS BEEN POSTPONED

FOR ANOTHER MONTH WITH THE GOVERNMENT FEEBLY BLAMING
SOLIDARITY FOR THE DELAY, WHICH IS MORE LIKELY TO BE CAUSED

BY LACK OF ADEQUATE SUPPLIES. PROGRESS ON DRAFTING LAWS

TO CARRY OUT ASPECTS OF THE *’LARGE’' ECONOMIC REFORM HAS BEEN
MADE BUT DIFFICULTIES OVER THE IMPLEMENTATION OF THE :
*1GMALL’? REFORM ARE REPORTED.

12. CONSIDERABLY DELAYS ARE BEING EXPERIENCED IN

THE SUPPLY OF MUCH-NEEDED FOOD, PARTICULARLY BUTTER, MEAT

AND SUGAR, UNDER THE COMMUNITY FOOD PACKAGE. THE BULK OF FOOD
SUPP JILL NOT RBE HERE REFORF THE END OF ESRRUARY. AND
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12,  CONSIDERABLY DELAYS ARE BEING EXPERIENCED IN

THE SUPPLY OF MUCH-NEEDED FOOD, PARTICULARLY BUTTER, MEAT

AND SUGAR, UNDER THE COMMUNITY FOOD PACKAGE. THE BULK OF FOOD
SUPPLIES WILL NOT BE HERE BEFORE THE END OF FEBRUARY AND

POSSIBLY MARCH« AN INTERESTING EXCHANGE OF C@WREéPONDENCE (N LOCAL
PAPERS ON THE ADVANTAGES AND DISADVANTAGES OF A MORATORIUM
SUGGEST THAT THE GOVERNMENT IS SOUNDING OUT PUBLIC GPINION.

13 FOR COMMENT SEE MIFT
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MY TELNO 69

1.  THE GOVERNMENT ANNOUNCED LAST NIGHT THATSIRIKES WERE CONTJNUING
OVER THE COUNTRY IN SPITE OF ITS OWN EFFORTS AND THE APPEAL

oF THE CENTRAL COMMISSION OF SOLIDARITY. IT MIGHT

THEREFORE HAVE TO FULFIL (TS RESPONSIBILITIES UNDER THE

CONSTITUTION AND TAKE STEPS TO RESTORE THE NORMAL

CONDITIONS OF LIFE. STRIKES OF VARIOUS KINDS ARE OFFICIALLY

REPORTED IN HALF A DOZEN AREAS AN NO DOUBT THERE

ARE MORE. IN SPITE OF WALESA’S VISIT TO RZESZOW, THE SIT=IN

THERE BY PEASANT FARMERS CONTINUES, BUT TALKS ABOUT ENDING

IT ARE DUE TODAY IN WARSAW.

O NOONE QUITE KNOWS WHAT THE GOVERNMENT STATEMENT

PORTENDS PROBABLY A READINESS TO DECLARE A STATE OF
EMERGENCY. IT 1S HOPED THAT THERE MAY BE TALKS BETWEEN

fHE GOV&?N”'NT AND SOLIDARITY TOMORROW ABOUT FREE SATURDAYS,

- - O B8 5, 8 B O A ! w O ¥




THE GOVERNMENT AND SOLIDARITY TOMIRROW ABOUT FREE SATURDAYS,
WA ICH, IF SUCCESSFUL, COULD LEAD TO A CALLING OFF OF THE™ -
PROJECTED SHORT GENERAL STRIKE NEXT WEEK. A PARTY PLENUM

IS ALSO EXPECTED THIS WEEKEND WHILE RUMIURS GROW THAT

THE PRIME MINISTER IS ON HIS WAY OUT.

3e THE GOVERNMENT HAVE PUBLISHED A DETAILED REVIEW -
OF |MPLEMENTATION OF THE GDANSK AGREEMENTS, WHICH THOUGH
DMEWHAT DISINGENUOUS DOES NOT READ TOO BADLY.

BUT IN A TV DEBATE ON FREE SATURDAYS A SOLIDARITY TRIO

OF YOUNG ACTIVISTS WIPED THE FLOOR WITH THE GOVERNMENT
TEAM OF TIRED CIVIL SERVANTS. THE INSTINCTS OF MIST

PEOPLE, SO FAR AS | CAN JUDGE, ARE TO FAVOUR SOLIDARITY
AGAINST Iﬂé;ﬁglﬁﬂﬂﬂENI-WHlLE ADMITTING THAT THERE 1S AN
ECONOMIC CRISIS WHICH NEEDS FIRM HANDLING. THERE 1§ A CRY
FOR LEADERSHIP AND REAL GOVERNMENT BUT NOT MUCH DISPOSITION
TO ACCEPT THAT THIS MUST MEAN REJECTING MANY OF
OLIDARITY’S DEMANDS. IT 1S NOW CLEAR THAT PINKOWSKI WAS

A BAD CHOICE FOR PRIME MINISTER: HE LACKS CHARIGMA

AND THE POWER TO {MPOSE M!S WiLL OR GIVE DIRECTION LOWER
DWH. BUT HE 1S OPERATING WITHIN A DIVIDED POLITBURO,

IT IS PROBABLE THAT KANIA AND BARCIKOWSKI REPRESENT

THE *’LIBERAL’’ ELEMENT AND OLSZOWSK!, MOCZAR AND GRABSKI
THE **HARD-L INERS?’. BUT AS EVER THESE LABELS ARE

M SLEADING AND INDIVIDUALS CAN BE HARD OR SOFT ACCORDING

T0 THE ISSUE. THE DIVISIONS AT THE TOP ARE A NATURAL RESULT
OF A GROUP OF MEN OF PROBABLY MEDIOCRE ABILITIES GRAPPLING
WITH UNPRECENENTED PROBLEMS OUTSIDE THEIR EXPERIENCE AND
LACKING A LEADER OF REAL STATURE. THERE 1S NO GOMULKA

OR EVEN A GIEREK IN SIGHT.

by MEANWH ILE SOLIDARITY ITSELF IS DIVIDED AND WALESA’S
AUTHORITY APPEARS TO BE WANING. THERE IS CERTAINLY AN
EREMENT IN SOLIDARITY WHICH 1S NOT (NTERESTED IN
ACCOMMODATION WITH THE GOVERNMENT AND WHICH WiLL FOLLOW
EACH CONCESSION WITH FURTHER DEMANDS

5. THE SITUATION TODAY 1S THAT EVEN THAT MEASURE OF
AUTHORITY WHICH THE GOVERNMENT HAD A FEW WEEKS AGO
C31EGIBTIUE FROM |T. THE ECONOMY 1S LURCHING TILL
FURTHE ' '




" 5, THE SITUATION TODAY IS THAT EVEN THAT MEASURE OF
AUTHORITY WHICH THE GOVERNMENT HAD A FEW WEEKS AGO
IS SLIPPING FROM {T, THE ECONOMY {5 LURCHING STILL
FURTHER WITH PRODUCTION IN JANUARY ABOUT 50% OF
JANUARY 1979 AND COAL SUPPLIES TO POWER STATIONS RUNNING LOW,
THE MORALE OF THOSE WHO ACTUALLY TO TO RUN THINGS, THAT
IS THE MUCH ABUSED MIDDLE-MANAGEMENT , 1S POOR.

G THE NEXT 2 WEEKS MAY BE A CRUCIAL TIME. A CHANGE

OF PRIME MINISTER TO, SAY, BARCLKOWSK! MAY RETRIEVE THE
SITUATION OF THE TIME BEING GIVING AT LEAST AN

APPEARANCE OF FRESH POLICIES AND FRESH ATTEMPTS TO

COOPERATE WITH SOLIDARITY. IF HOWEVER OLSZOWSKI WERE

TO TAKE OVER, THAT WOULD BE AN INDICATION OF READINESS

TO ACCEPT CONFRONTATION WITH THE UNIONS AND | WOULD

EXPECT CLASHES. IF PINKOWSK} STAYS AND NO AGREEMENT IS REACHED
WITH SOLIDARITY THIS WEEKEND, DECLARATION OF A STATE OF EMERGENCY
IS FAIRLY LIKELY. THE CHURCH HAS KEPT SILENT OVER THE

PAST FEW WEEKS AND PERHAPS THE BEST HOPE OF PRESERVING

UNEASY CALM IS THE NEAR=-CERTAINTY THAT T WILL THROW

ITS WEIGHT ON THE SIDE OF MODERATION.
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TO PRIORITY WARSAW

TELEGRAM NUMBER 54 OF 29 JANUARY

INFO ROUTINE MOSCOW, PRAGUE, BUDAPEST, EAST BERLIN

SAVING BUCHAREST, SOFIA, BELGRADE, WASHINGTON, PARIS, BONN,
UKMIS NEW YORK, STOCKHOLM, HELSINKI

POLAND.

1. THE POLISH AMBASSADOR CALLED AGAIN ON BULLARD ON 29 JANUARY.
HE DESCRIBED THE INTERNAL SCENE AS UNPREDICTABLE.

THE CHANCE OF AVOIDING DISASTER DEPENDED ON THE MODERATES IN

THE PARTY AND IN SOLIDARITY COOPERATING WITH EACH OTHER AGAINST
THE EXTREMISTS ON BOTH SIDES. THIS WAS NOT HAPPENING.

ARRESTS OR POLICE ACTION WOULD NOT HELP. HE SPECULATED ABOUT THE
POSSIBILITY OF WOMEN PLAYING THE ROLE THAT THEY DID DURING

THE WAVE OF BRITISH STRIKES IN 1978/79, DEMANDING A RETURN TO
WORK AND MAKING STRIKERS LOOK RIDICULOUS.

2. BISZTYGA SAID THAT THE PARTY CONGRESS COULD

NOT BE POSTPONED FOR MORE THAN ONE OR TWO MONTHS. THE SITUATION
WITHIN THE PARTY WAS EXTREMELY DANGEROUS AND COULD LEAD TO A
REVOLT BY YOUNGER PARTY MEMBERS WHICH WOULD SWEEP AWAY THE
PRESENT LEADERSHIP.

3. BISZTYGA SPOKE OF THE PATIENCE OF POLAND'S NEIGHBOURS, WHICH
HE DESCRIBED AS STARTING TO RUN SHORT. KANIA HAD

GIVEN COMMITMENTS AT THE MOSCOW SUMMIT AND HAD BEEN MADE

AWARE THAT THE TIME FOR THEIR FULFILMENT WAS LIMITED. BISZTYGA
PERSONALLY REGARDED THE RE-IMPOSITION OF TIGHT PARTY AUTHORITY AS
NECESSARY AND WOULD HIMSELF SUPPORT IT. HE APPROVED OF GISCARD'S
REMARKS ABOUT THE NEED FOR A GREAT EFFORT BY THE POLISH PEOPLE.

CARRINGTON
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POLISH STRIKES

ie  OUR TEL NO 56 REPORTED THAT THERE 1S TO BE NO

UNE~DAY STRIKE (N WARSAW TOORROV. HOWEVER, A TRICKLE OF
STRIKES, MOSTLY AT LOCAL INITIATIVE, CONTINUES THROUGHOUT
THE COUNTRY, TIM GARTON-ASH OF THE SPECTATOR TOLD US TODAY
THAT THE SIT=IN STRIKE IN RZESZOW ( OUR TELNO 10) HAS NOW
BEEN IN PROGRESS FOR THREE AND A HALF WEEKSe THE FORMER
HEADQUARTERS OF THE OFFICIAL UNJON ARE OCCUPIED BY ARDUND
13 PEASANT FARMERS WHO ARE DEMANDING THE REGISTRATION
QAOF THE RURAL SOLIDARITY AND A SERIES OF OTHER REFORMS OF
THE AGRICULTURAL SECTOR, BECAUSE OST LAND N THIS AREA
18 PRIVATE ; B2 LES A LoD R,




o The KU 0 ND A SERIES CF OTHER REFORMS OF
THF ﬂGhiCULTU?AL ECTO?‘ B[FﬂUur ST LAND IN THIS AREA
18 PREVATELY OWNED FARMERS HITHERTO HAVE BEEN DISCRIM[NATED
AGAINST IN THE SUPPLY OF FERTILISER, MACHINERY, EVC, ‘
ND THE COMPAIGN FOR COLLECTIVISATION HAS IN THE PAST
BEEN PURSUED MIRE STRIDENTLY BY THE AUTHORITIES,
THE LOCAL CHURCH {N THE PERSON OF TOKARCZUK, THE
BLSHOP OF PRZEMYSL, I8 GIVING STRONG SUPPORT TO THE
STRIKERS, FOR WHOM [T I8 CELEBRATING MASS EVERY DAY,

2, THE SOLIDARITY BRANCH IN SZGZECIN S TG HOLD

A QRE~DAY STRIKE TOMORROW IN SUPPORT OF THE.STRIKERS

IN RZESZOWe THE LINK, NOTED IN OUR TELNO 18, BETWEEN
THESE TWO DISTANTLY SEPARATED PARTS OF THE COUNTRY,

MAY BE EXPLAINED BY THE FACT.THAT MANY OF THE INHABITANTS
OF SCZCECIN ARE OF UKRAINIAN ORIGING BUT THE RZESZOW AREA
AND THE BALTIC PORTS ALSO HAVE IN COMMON THE FACT THAT
THEY ARE AMONG THE MOST MIL{TANT N POLAND,

3e IN LODZ THERE 1S A SIT-IN BY STUDENTS AT THE
UNIVERSITY PROTESTING AT COMPULSORY MARXISM IN
THE SYLLABUS,

by MASSEY~FERGUSON HAVE TOLD US THAT URSUS, WHO ORIGINALLY

CLATMED THAT THEY HAD SWAPPED THE FREE SATURDAYS ON 10

AND 31 JANUARY, DO NOT MOW INTEND TO WORK ON THE LATTER DATE-
~ THIS IS TANTAMDUNT TO A FURTHER ONE=DAY STRIKEs =

5« THE REUTERS CORRESPONDENT HAS TOLD US THAT THERE

HAVE BEEN STRIKES TODAY IN KATOWICE, BIELSKO-BIALA AND LODZ

AND THAT THERE WILL BE STRIKES TOMORROW (N ZIFLONA GOR A,

ALL. THESE SEEM TO BE IN SUPPORT OF A 5 DAY WORKING WEEK

AND OTHER LOCAL DEMANDS,. THESE STRIKES ARE APPARANTLY

NOT COORDINATED BY THE NATIONAL SOLIDARITY AUTHORITIES,

6«  THE ABOVE |S ALMOST CERTAINLY AN INCOMLETE PICTURE

OF THE INDUSTRIAL UNREST NOW GOING ON IN THE COUNTRY AT
LARGEs IT ADDS WEIGHT TO THE ARGUMENTS IN MY TELNO 564

FCO PLEASE PASS SAVING TO SOFIA BUDAPEST BUCMAREST BELGRADE
WASHINGTON PARIS BONN HELSINKI STOCKHOLM UKMIS NEW YORK
UKDEL BRUSSELS
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TO PRIORITY F C O

TELEGRAM NUMBER 43 OF 27TH JANUARY

FOR INFO ROUTINE WARSAW WASHINGTON PARIS BONN AND  UKDEL NATO. .
INFO SAVING BUDAPEST BUCHAREST PRAGUE SOFIA EAST BERLIN(\//\‘J;”

BELGRADE AND HELSINKI .

POLAND.

1. THE DETERIORATION OF THE POLITICAL AND ECONOMIC SCENE IN
POLAND HAS BEEN REFLECTED HERE IN INCREASED PRESS ATTACKS ON
INDIVIDUAL POLISH DISSIDENTS (NOTABLY MOCZULSKI, KURON AND MICHNIK)
AND MORE RECENTLY IN A SHARPER TONE ABOUT SOLIDARITY ITSELF.

2, THE WEEKEND PRESS REPORTED REGULARLY AND IN SHARP TERMS ON
THE LATEST FREE SATURDAY CALLED BY SOLIDARITY. ON 23 JANUARY
PRAVDA SAID THAT THE SOLIDARITY LEADERSHIP WAS *'NOT AT ALL
INTERESTED IN NORMALISATION OF THE SITUATION’' AND ON 24 JANUARY
IT ACCUSED SOLIDARITY’S LEADERS OF DIRECTING EVENTS TOWARDS
*'pREMEDITATED CONFRONTATION WITH THE ORGANS OF PEOPLE’S POWER'’,
AT THE SAME TIME THE PUBLIC LINE IS STILL TO SUGGEST THAT MOST
POLES REALISE THE DISASTROUS CONSEQUENCES OF FURTHER ECONOMIC
DISRUPTION AND THAT REALITY WILL EXERCISE A STEADYING INFLUENCE.

3. THE SOVIET LEADERSHIP MUST NOW BE ACUTELY AWARE OF THE
RISK THAT THE DISINTEGRATION OF A Y COULD GO SO

DEPRIVE THE PARTY OF EFFECTIVE CONTROL. THE ARGUMENTS AGAINST
@ING TN ARE NO LESS POTENT THAN BEFORE, BUT PATIENCE WITH, IF NOT
FAITH IN, KANIA, MUST BE DECLINING. | SHOULD THINK THE SOVIET
LEADERS ARE STILL HOPING THAT THEY CAN BRING THE SITUATION UNDER
CONTROL AND THEY CAN AVOID DIRECT INTERVENTION, THEY ARE
DOUBTLESS IMPRESSING UPON KANIA WITH EVEN GREATER URGENCY THE NEED
SOON TO REASSERT THE PARTY’S AUTHORITYs THEY MAY INDEED IMPEL HIM
TO CONSIDER JUST THE KIND OF ACTION, EG SELECTIVE ARRESTS, WHICH

CONFIDENTIAL




WOULD PRESIPITATE THE CRISIS THE RUSSIANS HOPE TO AVOID.

CONFIDENTIAL

IN SHORT,

| AGREE WITH HM AMBASSADOR WARSAW THAT THE RISK OF SOVIET MILITARY

INTERVENTION HAS INCREASED.
SLOWLY AND LAUNCH IT WITHOUT WARNING , BUT ON BALANCE,

IT WOULD BE LIKE THEM TO BREW IT UP
| STILL

DO NOT THINK IT IMMINENT, UNLESS PRECIPITATED BY A SUDDEN CRISIS.

FCO PASS SAVING BUDAPEST BUCHAREST PRAGUE SOFIA EAST BERLIN
BELGRADE AND HELSINKI.

KEEBLE
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CONFlDENTIAL‘ CONFIDENTIAL

FM WARSAW 2615032 JAN

TO IMMEDIATE FCO

TELEGRAM NUMBER 57 OF 26 JAN

INFO MOSCOW PRAGUE EAST BERLIN UKDEL NATO MODUK

SAVING TO SOF!A BUDAPEST BUCHAREST BELGRADE WASHINGTON
PARIS BONN HELSINKI STOCKHOLM UKMIS NEW YORK UKDEL BRUSSELS

MIPT
POLISH STRIKES

| DID NOT CONSIDER THAT SOVIET INTERVENTION WAS LIKELY
AT ANY TIME IN 1984, BUT | HAVE ALWAYS THOUGHT THAT
CLEAR EVIDENCE OF THE POLISH GOVERNMENT LOSING CONTROL
OF THE COUNTRY WOULD MAKE IT VERY DIFFICULT FOR THE
RUSSIANS NOT TO INTERVENE.

2« WE NOW HAVE A SITUATION IN WHICH THE GOVERNMENT HAVE
INSTRUCTED THE PEOPLE TO WORK WHILE SOLIDARITY HAVE TOLD

THEM NOT TOs AND TO A LARGE EXTENT THE PEOPLE HAVE

OBEYED SOLIDARITY. THIS IS A SITUATION OF A DIFFERENT ORDER
FROM THE UNCO~ORDINATED REGIONAL STRIKES OF LAST YEAR,

AND EVEN FROM THE EARLI(ER CENTRALLY-DIRECTED WARNING

STRIKES WHICH DID NOT TAKE PLACE AGAINST A SPECIFIC GOVERNMENT
ORDER TO GO TO WORK. THERE HAS STILL BEEN NO DISORDER AND THE
- OSTENSIBLE |ISSUE IS NON-POLITICAL AND WITH THE LEGITIMATE
FIELD OF A TRADE UNION. BUT THIS IS A CLEAR CHALLENGE BY

A NATIONALLY-ORGINISED BODY AGAINST THE AUTHORITY OF

THE GOVERNMENT. |F SOLIDARITY WINS UNEQUIVOCABLY OR,
AS 1S MORE LIKELY, SECURES A PATGHED —UP BUT FAVOURABLE
COMPROMISE, THE TEMPTATION TO FOLLOW SIMILAR TACTICS
ON THE OTHER VARIOUS D|SPUTED ISSUES WILL BE ALMOST
IRRESISTIBLE. | THEREFORE THINK THAT THE CHANCES OF A
CLASH INVOLVING POLISH FORCE AND OF SOVIET INTERVENTION
HAVE |NCREASED.

FCO PSE PASS SAVING ADDRESSEES.
PRIDHAM (REPEATED AS REQUESTED ]
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DEPARTMENT OF TRADE
1 VICTORIA STREET
LONDON SWIH OET

TELEPHONE DIRECT LINE 01 215 5144
SWITCHBOARD 01 215 7877 i

©

From the

Minister for Trade . o Aa
! A%Mm& /?LMALA
: | = :
J Wiggins Esg /o 4J2U‘
Private Secretary to . ,<Zn}\'

Chancellor of the Exchequer
11 Downing Street

London SW1 2.3 January 1981

; b.a-c.r ':\‘d“l~~} | 'JX

POLAND

J

The Polish Ambassador came to see my Minister on 20 January.
As the meeting followed the presentation the previous day by
an inter-departmental group of officials of the UK's financing
offer to Poland for the first quarter of 1981, the Ambassador
not surprisingly concentrated on this topic. He claimed to be
speaking without instructions.

Mr Bisztyga suggested that the British offer compared
unfavourably with those from other countries. He criticised:-

(a) the amount of new credit available. It was a
domestic political imperative for Poland to take
up the proposed £15m food package and this left
only £5m . for other necessary purchases. This
would lead to a large reduction in Poland's intake

"of British industrial products over previous trade
levels and be disruptive;

the decision to reduce Poland's credit rating from
B to D, which he considered must be politically

motivated since Poland had never defaulted on a
pEyMENTE—and the aHHTEEEﬁET‘ﬁYEmium was Of no economic

significance to the UK.

Somewhat surprisingly Mr Bisztyga seemed to accept the cash offer
as final and made no direct appeal for the provision of new
purchases to be increased. Consequently Mr Parkinson sees no
presant need to deploy the additional £4m which Ministers agreed
to keep in reserve, although this may be required in due course.
The prospective reduction in sales of chemicals, fibres and other
industrial products will have an appreciable effect on British

C




firms regularly engaged in this trade and we will need to see
how successful they are in finding replacement markets
elsewhere. We will also need to keep an eye on the consequences
in Poland, both as regards the risk to our long term commercial
interests there and the implications for industrial production
which will effect the country's capability to repay the loans
which we have guaranteed.

Mr Bisztyga concentrated on the scope for increasing Poland's

hard currency earnlngs by raising the level of exports to UK.

He repeated a number 'of requests made when the UK/Polish Joint
Commission met in November for relaxation of restraints on
imports into the UK. Mr Parkinson intends to look further at the
import question, bearing in mind the sensitivity of some of the
products about which representations have been made.

I am copying this letter to the Private Secretaries to the
Prime Minister, the Foreign & Commonwealth Secretary, the
Secretary of State for Industry, the Minister of Agriculture
and the Secretary to the Cabinet.

7M MC,-—’-‘—S')’
Gy i, (2
.—-»—-—:—‘"‘“

MATTHEW CRUICKSHANK
Private Secretary to the

Minister for Trade
CECIL PARKINSON
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TO ROUTINE FCO |
TELEGRAM NUMBER 34 OF 23 JANUARY 1951 /

INFO ROUTINE WARSAW AND MCSCOW

WARSAW TELNO 453 POLIGH SITUATIOMN: SWEDISH APPRAISAL

1. YESTERDAY SWEDISH MFA OFFICIALS SAW TWO MAJCGR ELEMENTS IN
DANGERGUSLY FRAGILE SITUATION,

(A) TOTAL DISTRUST DY SCLIDARNCSC AND PEOPLE GENERALLY OF ALMOST
ALL THE PARTY SAYS AND DOES

(B) WIDESPREAD TURMCIL WITHIN THE PARTY ITSELF

KULIKOV?S VISIT WAS A ER’OUQ MATTER AND SY EFE° ARE INCL INED TO
GC ALONG WITH PARA 2(C) CF WARSAW TELNQ 27, BUT THEY AGREE,

IN° THE LIGHT OF THE R OWh uLPONTu FRCM WARSAYW, THAT THE SOEERING
EFFECT Ol THE THREAT OF*SGVIET TEQVENTIUN HAS WORMN CFF, THE
RUSSIANS OBVIOUSLY MADE IT PLAIM IN THE WARSAW FACT DISCUSSICNS
THAT ANY FURTHER RETREAT BY THE PARTY I& UNACCEPTABLE, BUT

SOL IDARNOSC WILL NCT REALISE THIS OR ACCEFT THAT THE GOVERNMENT'S

BACK 1S UP AGAINST THE WALL,
2, SWEDE3S THINK THIS QUOTE ALMOST PREPOSTEROUS UMQUCTE MISTRUST
IS ECRN OF THE FAILURE OF SUCCESSIVE POLISH GOVERNMENTS TO KONOUR
PROMISES AFTER 1954, 1073 AND 177:. THUS DESFITE THE SELF- ¥
EVIDENT ECCHCIMIC DAMAG IF uATURDAY HOL IDAYE ARE CONCEDED, SCL-
IDARNOSC SEEMS EﬁOllOWALLV INCAPABLE OF REALISING THAT THE GOVERN=-
MENT WANTS A COMPROMISE. IT 1S CLEARLY CONVINCED THAT THE GCVERN-
MENT 1S BREAKCING PROMISES ABCUT SATURDAYS AND SEES THIS AS A FIRST
STEP TOWARDS EVADING LAST SUMMER'S AGREEMENTS WHICH IT MUST RESIST
O3DURATELY. THE SEJM ?c OLUTICN (PARA 2 CF WARSAW TUR) WwILL HAVE
REINFORCED SUSPICIONS. IF NEGCTIATIONS CN SATURDAYS HAVE NOW
2ROKEN DOWN SITUATION COULD EC SERIOUS FOR WALESA, WHC MIGHT
IF HIS OUN MILITANTS SUSFECT HIM OF FLAYING THE GCVERN

/s
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3, MORE SPECULATIVELY SWEGES JUDGE THAT CONFLICT BETWEEN LEVELS
WITHIN THE PARTY 15 CONTRIBUTING TO INSTABILITY. THEY BELIEVE
STRONG GRASSRCOT FEELINGS NCW PUT MOST ELAME FOR PRESENT SITUATICN
ONTO (IDDLE PARTY LEVELS, WHERE EG INDUSTRIAL MANAGERS WITH VESTED
PARTY INTERESTS SEEM MOST RESISTANT TO CHANGE, THOUGH THERE

MAY WELL BE SOME RECOGNITION AT HIGHER FARTY LEVELS OF NEED FOR
ECONCMIC RECRGANISATION, MEANWHILE SPEECHFS BY KANIA AND OLSZOwWSKI
LOOK TO BE GETTING HARDER AND THUS MORF AT VARIANCE WITH THE MCen
OF RACIAL DEMOCRATISATION AT LOWFR LEVELS, SFEN FROM MOSCOW 1T
CANNOT YET BE CLEAR THAT THE PARTY HAS LO3T CCNTROL EUT THE SIGNS

ARE THERE.

.y Qi

4, ALL THIS SEEMS IN LINE WITH GUR GENERAL THINKING BUT THE SWET ISH

SLANT MAY BE USEFUL.,

MURRAY

[COPIES SENT TO NO 10 DOWNING STREET]
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TO IMMEDIATE FCO

TELEGRAM NUMBER 52 OF 23 JANUARY,

INFO ROUTINE MOSCOW PRAGUE EAST BERLIN UKDEL NATO MODUK

SAVING TO SOFIA BUDAPEST BUCHAREST BELGRADE WASHINGTON
PAR1S BONN HELSINKI STOCKHOLM UKMIS NEW YORK UKREP BRUSSELS

POLISH SITUATION

1. THE GENERAL SITUATION IS MORE THAN USUALLY UNCLEAR.
THE PRESENT CONFUSION ARISES BOTH FROM THE GREATER SCALE
OF SOLIDARITY*S RECENT STRIKES AND STRIKE THREATS AND
FROM SOME REPORTED READINESS FOR CONCILIATION ON BOTH
SIDES OVER THE FIVE=-DAY WEEK.

2. THE STRIKES HELD ON 22 JANUARY WERE FACTUALLY REPORTED

IN THE OFFICIAL PRESS, WHICH ACKNOWLEDGED THEIR

WIDESPREAD SUCCESS., THE PAPERS RECORD EFFECTIVE ACTION

IN GDANSK, KIELCE, SLUPSK, BYDGOSZCZ, KONIN AND

CZESTOCHOWA. TODAYS 4~HOUR TRANSPORT STRIKE IN WARSAW

APPEARS TO HAVE ACHIEVED THE SAME TOTAL SUCCESS AS ITS
PRECURSOR LAST WEEK AND THERE IS STILL THE THREAT OF W|IDESPREAD
ABSENTEEISM TOMORROW, TO BE FOLLOWED BY A GENERAL STRIKE

OF LIMITED DURATION ON 28 JANUARY.

3. NEVERTHELESS THERE WAS EVIDENCE OF SOME FLEXIBILITY
ON THE GOVERNMENT SIDE AT A PRESS CONFERENCE GIVEN

LAST NIGHT BY THE MINISTER OF LABOUR AND SOCIAL AFFAIRS,
OBODOWSK!, AND THE GOVERNMENT SPOKESMAN, BARECKI.
ALTHOUGH THE MINISTER, ARGUING ON ECONOMIC GROUNDS, FIRM.Y
MAINTAINED THE GOVERNMENT POSITION , BARECK! SAID ALL
SUBJECTS WERE OPEN FOR DISCUSSION AND IN PARTICULAR THE
GOVERNMENT HAD NOT YET TAKEN A VIEW ON SOLIDARITY’S

MST RECENT PROPOSAL FOR A 41 1/2 HOUR WORKING WEEK.
DISCUSSIONS WERE STILL CONTINUING ON THIS PROPOSAL

WHICH WAS ESSENT!ALLY NOT VERY FAR FROM THE GOVERNMENT’S
OFFER OF A 42 1/2 HOUR WORKING WEEK.

4y  GOVERNMENT REPRESENTATIVES AT THE RECEPTION ALLEGED

IN PRIVATE CONVERSATION THAT IT WAS DIFFICULT TO CONDUCT
BUSINESS WITH SOLIDARITY SINCE THEY WERE DIVIDED REGIONALLY
AMONGST THEMSELVES. SOLIDARITY HOWEVER CLAIM IT IS THEIR WHOLE
MEMBERSHIP, RATHER THAN JUST THE LEADERS, WHICH 1S PRESSING
FOR A 42 HOUR WEEK. CONFIDENTIAL /5.




CONFIDENTIAL
5e ANOTHER POTENTIALLY DESTABILISING FACTOR 1S THE CALL

BY SOME SEJM DEPUTIES FOR THE RENEGOTIATION OF THE

GDANSK AGREEMENT. THOUGH ECONOM|CALLY JUSTIF | ABLE,

SUCH A MOVE COULD RE-OPEN MANY WOUNDS THAT HAVE REMAINED

CLOSED SINCE LAST AUGUST. ON THE OTHER HAND, A MORE

HOPEFUL SIGN 1S THE PROPOSAL » WHICH BOTH SIDES CLAIM

TO HAVE ORIGINATED, FOR THE ESTABLISHMENT OF A PERMANENT

JLO INT TRADE UNION/STATE COMMISSION THAT

WOULD ENSURE CONTINUING CONSULTATION ON THE MANY |SSUES OUTSTANDING
THE CHURCH 1S SAID TO BACK THIS IDEA WHICH, IF IMPLEMENTED,

COULD HELP TAKE SOME HEAT OUT OF THE SITUATION,

6. THE GOVERNMENT WERE SLOW TO CONSULT SOLIDARITY ON SUCH
SENSITIVE MATTERS OF LABOUR RELATIONS AND SATURDAY WORKING.
THIS WAS AN ERROR WHICH THEY HAVE ADMITTED AT DEPUTY
PREMIER LEVEL. BUT GIVEN THE COUNTRY’S ECONOMIC POSITION
SOLIDARLITY HAVE ACTED IRRESPONSIBLY AND PROVOCATIVELY

IN CALLING STRIKES. THEY SHOW SOME SIGNS OF RECOGNISING
THAT FREE SATURDAYS MAY NOT BE THE BEST |SSUE FOR A
SHOW-DOWN AND IT 1S NOW BEING SUGGESTED THAT THE STHKES
ARE ALSO ABOUT LACK OF PROGRESS ON THE TRADE UNION AND
CENSORSHIP LAWS. THE PRESENT SITUATION LOOKS LIKE A
VICTORY FOR THOSE IN SOLIDARITY WHO ARE LOOKING FOR A
FIGHT OVER WALESA AND HIS MODERATE WING. A CRUCI AL

FACTOR IS WHETHER THE LATTER CAN REGAIN CONTROL.

OTHERWISE THE PROSPECT 1S BLEAK.

FCO PLEASE PASS SAVING TO SOFIA BUDAPEST BUCHAREST BELGRADE
WASHINGTON PARIS BONN HELSINK| STOCKHOLM UKM|S NEW YORK
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TO IMMEDIATE FCO 3 s
TELEGRAM NUMBER @12 OF 22 JAN 1981 ; ;
INFO PRIORITY WASHINGTON, BONN, PARIS, MOSCOW, WARSAW

INFO SAVING UKMIS NEW YORK, UKREP BRUSSELS, E BERLIN, PRAGUE,

BUCHAREST, BUDAPEST, SOFIA, BELGRADE 'k/u‘:"
POLAND ,

4, PERMREPS MET PRIVATELY THIS MORNING, AT CHAIRMAN’S SUGGESTION

0 REVIEW THE SITUATION IN AND AROUND POLAND. THERE WAS ALSO SOME
DISCUSSION OF CONTINGENCY PLANNING AND INVOLVEMENT OF NON=NATO

~ COUNTRIES (SEE MIFT, NOT TO ALL). '

o. WIECK (GERMANY) SAID THAT, ALTHOUGH THE SOVIET LEADERSHIP WAS

" CONTINUING TO EXPRESS PUBLIC CONFIDENCE IN KANIA®S ABILITY TO

CONSOL [DATE THE LEADING ROLE OF THE PARTY IN POLAND, THERE HAD

" BEEN SHARP SOVIET PRESS COMMENT ABOUT THE DANGERS OF COUNTER
REVOLUTION AND SIGNS OF PRIVATE PRESSURE BY THE RUSSIANS, WHO MIGHT
BE GIVING DISCREET ENCOURAGEMENT TO THE HARD-LINE, DOGMATIC

FACTION IN THE PUWP LEADERSHIP: RUMOURS WERE CIRCULATING IN POLAND
THAT THE PARTY CONGRESS MIGHT BE POSTPONED AND THAT THE MILITARY
LEADERSHIP MIGHT BE ASSUMING A MORE PROMINENT ROLE. MEANWHILE, THE
GOVERNMENT SEEMED TO BE PURSUING CONTRADICTORY POLICIES AND WAS NOT
CONSISTENTLY MOVING IN THE DIRECTION EITHER OF REFORM OR OF
STABILISING THE ECONOMY, AND THERE WERE SIGNS OF DISUNITY WITHIN

THE TRADE UNION MOVEMENT. GERMAN GOVERNMENT SPOKESMEN WEREhag . ers oo ]
DELIBERATELY REFRAINING FROM COMMENTS .AND AVOIDING PUBLIC REFERENCES” .
TO THE DANGER OF SOVIET INTERVENTION, BUT THE DANGER REMAINED
REAL AND THE QUESTION OF ECONOMIC COUNTERMEASURES WAS BEING

ACT!VELY PURSUED IN BONN. :

3. SVART (DENMARK) REFERRED TO PRESS REPORTS THAT YESTERDAY’S

TALKS BETWEEN THE GOVERNMENT AND SOLIDARITY HAD BROKEN DOWN, AND
SAID THAT EXPERIENCE SUGGESTED THAT ‘THE PRESENT TENSE SITUATION
MIGHT WELL LEAD TO A SPLIT IN THE POLISH PARTY LEADERSHIP. KANIA

AND SOME OF HIS MORE INTELL | GENT ASSOCIATES WERE GENUINELY TRYING

70 ACCOMMODATE TO THE REFORM MOVEMENT, WHILE ANOTHER GROUP LED

Y OLSZOWSK! AND GENERAL MOCZAR FAVOURED A MORE REPRESSIVE LINE.
WALESA WAS SEEKING TO MODERATE THE ENTHUSIASM OF OTHER SOL IDARITY
LEADERS, BUT EVEN HE HAD REPEATED POLITICAL DEMANDS FOR RELEASE

OF DISSIDENTS, ENDING OF CENSORSHIP AND NEW LEGISLATION ON THE

TRADE UNIONS, AND HE WAS UNDER STRONG PRESSURE FROM MORE RADICAL
FORCES. CONFRONTATION BETWEEN GOVERNMENT AND SOLIDARITY WAS LIKELY
TO SHARPEN, AND THIS WOULD EXACERBATE THE ECONOMIC CRISIS AND

COULD LEAD TO A SITUATION IN WHICH THE SOVIET LEADERSHIP LOST
PATIENCE WITH KANIA (THEY HAD ALREADY SHOWN SOME SIGNS OF DISTANCING
THEMSELVES FROM HIM) AND TRIED TO REPLACE HIM WITH A HARDER-L I NE
LEADER SUCH AS OLSZOWSKl. THE GOVERNMENT AND PARTY LEADERSHIP

CONFIDENTIAL / SEEMED TO BE




SEEMED TO BE TRYING TO TURN PUBLIC' OPINION AGAINST SOLIDARITY AND ©
IN FAVOUR OF A RETURN TO QUOTE NORMALITY UNQUOTE. THE RUSSIANS,
HOWEVER, SEEMED TO BE PREPARED TO LIVE WITH THE EXISTENCE OF

SOL IDARITY, HOWEVER RELUCTANTLY: THEY HAD SINGLED OUT SOME ELEMENTS
IN THE MOVEMENT FOR ATTACK, BUT HAD NOT DIRECTLY ATTACKED WALESA
HIMSELF. THEY WOULD CERTAINLY NOT ACCEPT -A QUOTE RURAL SOLIDARITY
UNQUOTE.

4, | DREW ON RECENT TELEGRAMS AND JIC Assesswsmrs, AND AGREED WITH
THE VIEWS OF WIECK AND SVART THAT THE SITUATION WAS GETTING MORE
TENSE AND THAT OPEN CONFRONTATION BETWEEN THE LEADERSHIP AND

SOL IDARITY NOW SEEMED INCREASINGLY LIKELYs

5. ARNAUD(FRANCE) POINTED OUT THAT WALESA, EVEN AFTER HAVING HIS
PRESTIGE ENHANCED BY HIS OWN ASSOCIATES,/AND THAT THE OUTBREAK

OF POLITICAL STRIKES ORGANISED BY THE FARMERS [N THE COUNTRYSIDE
WAS PARTICULARLY DISTURBING. HE QUOTED A CLOSE ASSOCIATE OF WALESA'S
AS HAVING SAID THAT THE PARTY LEADERSHIP WAS DIVIDED INTO THREE
FACTIONS: THOSE AROUND KANIA WHO WERE REGARDED AS BEING SINCERELY
IN FAVOUR OF REFORM, THE HARD-LINERS LED BY OLSZOWSK!, AND A THIRD
GROUP WHICH SOUGHT TO QUOTE TAME UNQUOTE THE SOLIDARITY MOVEMENT.
AS REGARDS THE POLISH ARMED FORCES, THE FRENCH ASSESSMENT WAS

THAT THE TOP LEADERSHIP WERE CONVINCED MEMBERS OF THE PARTY AND
THAT ALTHOUGH MANY JUNIOR OFFICERS MIGHT BE MORE SYMPATHETIC

TO THE NATIONALIST MOVEMENT, 1T WAS DOUBTFUL WHETHER MORE THAN
ISOLATED RESISTANCE MIGHT BE OFFERED TO A SOVIET INVASION,

6. THERE WAS GENERAL AGREEMENT THAT, WHILE THERE WAS NO IMMEDIATE
DANGER OF SOVIET INTERVENTION, AT LEAST UNTIL AFTER THE SOVIET
PARTY CONGRESS, THE CHRISTMAS/NEW YEAR PERIOD OF CALM WAS NOW
DEFINITELY OVER AND FURTHER STEPS IN CONTINGENCY PLANNING SHOULD NOT
BE DELAYED TOO LONG. (SEE MIFT)e

7.BENNETT(US) SAID THAT MILITARY INDICATIONS QF A POSS{BLE SOVIET
INTERVENTION WOULD BE MORE DIFFICULT TO DETECT DURING THE NEXT

TWO MONTHS, WHICH WAS NORMALLY A PERIOD OF MAXIMUM EXERCISE
ACTIVITY IN EASTERN EUROPE, BUT US INTELLIGENCE EXPERTS THOUGHT
THAT A MOVEMENT OF MORE THAN ONE SOVIET DIVISION ACROSS THE POLISH
BORDER WOULD BE UNPRECEDENTED FOR EXERCISE PURPOSES AND COULD BE
TAKEN AS A WARNING SIGNAL.

//ML. /S >
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

PRIME. MINTSTER

ECONOMIC ASSISTANCE TO POLAND

In my minute of B~ January I reported the latest developments

in our negotiations with Poland and secured your agreement

i SRS A

that we should talk to a visiting Polish delegation.

2 The Poles came to sse my officials on 89 January. The
L g ——

talks were purely exploratory and technical. We outlined the

basis on which we might be prepared to help if other creditors
seemed ready to do so as well, purely as a bridging operation

until some longer-term agreement could be reached.

A On 14 January I met the Lord Privy Seal and the Secretary
of State for Trade to discuss two outstanding points: the
question of country grading for Poland and the exact figures

of assistance to be offered. On the country grading point we
agreed to maintain thepresent 'B' category treatment for credit

for food sales under the Community scheme. Thereafter, Poland

g
would be downgraded to category '"D'. This is a normal routine
L T

change in such circumstances, and would not normally require
political decision at all. We also agreed that we should
finance up to §£20 million of new business in the first quarter
T o T W S A LS

of 12&1 (including £15 million for the Community food package)
and §£16 million by way of refinancing of debts falling due in
the E;;;t quarter - approximately two-thirds of the expected
maturities. All this was on the assumption that we kept
broadly in line with the attitude of our other major Community

partners.

4. At a meeting in Paris on 16 January, our officials were

satisfied that this last condition had been met, and accordingly

/they indicated
CONFIDENTIAL
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they indicated the lines on which the UK would proceed for

the next 3 months. The French Chairman then said that he was
visiting America at the end of January and hoped to be able

to persuade the new Administration to engage in a longer-term
multilateral or concerted rescue operation of some kind, which
would probably lead to negotiations with the Poles at the end
of February or early in March. The bridging operation would
thus ensure that thePoles were able to keep going until the
end of the first quarter, when it would be replaced by a more
permanent arrangement. It was, however, noted that these things
take time, and that the whole thing might slip by another

month or two.

St Polish officials came to the Treasury on 19 January and
were told the terms approved by Ministers. They professed
themselves disappointed at the scale of our assistance, but
it was made clear that it was based on a firm Ministerial

decision.

6. The Polish Ambassador is due to see the Minister for Trade
(Mr. Parkinson) on 20 January. I have no doubt that he will

ask for more_gepnerous treatment. In my view it would be a

mistake to concede anything at this stage. However, if the

Minister feels it necessary, he could undertake to report to

his colleagues on the Ambassador’'s representations. We could

e ——y
then use up a further £4 million negotiating margin which the

R bt s s R
Secretary of State for Trade, the Lord Privy Seal and I agreed
might be brought in at some point. This would still leave us

broadly in line with what the other Community countries are

—
doing, and would help to reassure the Poles of continued
St 10
British support. I see no case at all for going beyond a

total of £40 million for new credits and refinancing combined.

i I am sending copies of this minute to the members of 0D,

the Minister of Agriculture and to Sir Robert Armstrong.

(G.H.) r
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GRS 250 @N) u\(fw(/( :

POLISH SITUATION

1.  TODAY’S TRYBUNA LUDU’S REPORT OF SOLIDARITY'S

NATIONAL COORDINATING COUNCIL MEETING IN GDANSK YESTERDAY

IS DEADPAN., THERE 1S NO CONFIRMATION HERE OF THE UNIONS
DECISIONS REPORTED BY THE BBC TO URGE ITS MEMBERS TO OBSERVE
ANOTHER FREE SATURDAY ON 24 JANUARY AND TO MAKE OTHER
DEMANDS FOR THE RELEASE OF POLITICAL PR1SONERS®

AND GREATER ACCESS TO THE MED!A«

2,  SUCH DECISIONS WOULD CLEARLY REFLECT A DEFEAT FOR

WALESA'S MODERATE POLICIES AND A VICTORY FOR THE MILITANTS.
THEY MAY AL30 BE INTENDED AS A RESPONSE TO THE RECENT HARDENING
OF THE GOVERNMENTS ATTITUDE TO SOLIDARITY. A GROUP OF SEJM
DEPUTIES HAVE TABLED A MOTION DEMANDING RE~NEGOTIATION

OF THE GDANSK ETC AGREEMENTS AND IT LOOKS AS {F THE GOVERNMENT
IS TRYING TO SLOW DOWN ACTION ON LAST SUMMER’S CONCESSIONS.

3. SUCH REPORTS AS THERE ARE ON GRASS ROOT PREPARATIONS
FOR THE PARTY CONGRESS ARE NOT ENCOURAGING. THE PROCESS :
OF DRAWING UP CONGRESS GUIDELINES AND {DENTIFYING POTENTIAL
CANDIDATES SEEMS TO HAVE BEEN TEMPORARILY HALTED GIVING
THE IMPRESSION THAT THE PARTY 1S STILL IN DISARAY.

THE CENTRAL COMMITTEE PLENUM PROMISED BEFORE THE END

OF JANUARY, WHOSE MAIN AJM WOULD BE TO GIVE THE

PREP ARATORY PROCESS ANOTHER BOOST, |S RUMOURED FOR THIS

COMING WEEKEND. TIME 1S RUNNING SHORT |F THE CONGRESS IS TO BE
HELD AS ANNOUNCED AT THE TURN OF THE FIRST QUARTER OF THE YEAR
AND RUMOURS OF POSTPONEMENT ARE ALREADY BEGINNING TO

EMERGE.




4o  THE NEXT FEW DAYS PROMISE A ROUND OF BEHIND THE SCENES
NEGOTIATIONS BETWEEN THE GOVERNMENT AND SOL!DARITY.
AT PRESENT NEITHER SIDE 1S SHOWING SIGNS OF YIELDING.

PR | DH AM
BT
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UKMIS NEW YORK, STOCKHOLM, HELSINKI

CALL BY THE POLISH AMBASSADOR ;
1. THE POLISH AMBASSADOR CALLED ON BULLARD TODAY. HE WAS HIS
USUAL EXCITABLE SELF. HE SAID THAT FOR THE FIRST TIME SINCE THE
CRISIS BEGAN HE WOULD DESCRIBE THE GENERAL SITUATION AS DANGEROUS,
NOT BECAUSE OF THE THREAT OF SOVIET INTERVENTION (IN WHICH HE

HAD NEVER BELIEVED AND STILL DID NOT) BUT BECAUSE OF THE

SHRINKING INTERNAL ROOM FOR MANEOUVRE. EXTREME FORCES WHO HAD

NO INTEREST IN REFORM, BOTH IN SOLIDARITY AND IN THE PARTY,
CONSTITUTED A PARADOXICAL ALLIANCE IN WORKING AGAINST AGREEMENT.
KADAR HAD COMMENTED TO THE POLISH AMBASSADOR IN BUDAPEST THAT

THE POLES SHOULD HAVE MADE GENEROUS POLITICAL BUT NO ECONOMIC
COMPROMISES NOT THE OTHER WAY ABOUT. THERE COULD BE NO COMPROMISE
ON AN ISSUE AS VITAL TO THE ECONOMY AS SATURDAY WORKING.

2. BISZTYGA EMPHASISED THE POLITICAL SIGNIFICANCE OF THE ECONOMIC
REFORMS NOW BEING INTRODUCED. THEY WERE THE MAJOR GUARANTEE OF
THE RENEWAL, SINCE WORKER SELF-MANAGEMENT AND THE DIMINUTION OF
CENTRAL GOVERNMENT CONTROL WOULD BE IMPOSSIBLE TO REVERSE. THE
USSR HAD GIVEN ITS CONSENT TO REFORMS: AT THE MOMENT MOSCOW

WAS MORE CONCERNED ABOUT REVIVING THE POLISH ECONOMY THAN ABOUT
HOW THIS WAS ACHIEVED. BUT, SAID BISZTYGA, THE ONLY ELEMENT
CAPABLE OF LEADING THE COUNTRY OUT OF ITS

DIFFICULTIES CONSISTED OF THE MODERATE FORCES WITHIN THE PARTY.
 CARRINGTON
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NOTE OF A MEETING HELD AT 11 DOWNING STREET ON WEDNESDAY, 14 JANUARY

Present: AZ[ﬂﬁygﬂza; (’1— ,
' S 8
Chancellor of the Exchequer }

Secretary of State for Trade
CenutPniyvyeSeal

Mr. Mountfield

Mo T henilEle- SECED

Mr. Montgomery - FCO

ECONOMIC ASSISTANCE TO POLAND

The meeting was to consider the question of ECGD’'s "country rating”

for Poland, and the size of the bridging operation in the next

three months.

20 The Chancellor said he understood the main anxiety was about

ECGD's proposal to downgrade Poland from a "B" credit rating to
"D". It had been agreed that the present "B" rating should be
retained for food aid credit in order to mitigate the political
effect of the decision, and he felt that this was as far as it was
possible to go. On the size of the bridging operation, the Poles
clearly were seeking more generous terms as had been made clear at
the meeting with the team of 9 January. A decision was needed on
how far we could go, before the meeting of EC creditors in Paris

on 16 January, which was intended to finalise the bridging operation.

SRS In discussion it was argued that the fact that ECGD cover was
being maintained was itself generous and reasonable, and despite
the political effect of the leak of ECGD's proposal, and the Polish
argument that downgrading would be bad for general confidence, it
was felt that the decision should be maintained. The Poles had
asked if the decision could be at least postponed until April but
it was agreed that because of the importance of maintaining ECGD's
operation on as economical a basis as possible, it would be wrong
to go further than the compromise on food.

CONFIDENTIAL
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4, On the size of the package the Poles were basically seeking
"business as usual” plus new financial credits. On export credits
they wanted a.three year grace period and a bigger ration than last
year's average of £25 million a quarter. They also wanted
refinancing of existing debts (some £23-24 million) of principal

and interest was due in the first quartér ot he skl

54 It was agreed that the aim should be to keep broadly in line
with other Western countries in our reaction, and to contribute

in line with our past share of trade, rather than match the volume
of assistance provided by others such as the French who had had a
higher volume of trade. This argued for new export credits of

£20 million for the quarter, including the existing £15 million for
food (the deal on barley). Although the Poles had indicated that
they needed more than this in order to purchase essential factory
goods and spares, and that they might need to go back on the barley
deal &f the margin for other goods could not be increased, they

were in fact committed on the barley deal, and the threat was an

empty one. It was agreed that the §£20 million should not be

exceeded. It was not disputed that the period should be five years

at Consensus interest rates.

6. On refinancing of existing debts it was pointed out that the
final liabilities figure was now known to be £23-24 million for the
first quarter. It was agreed that fresh loans of £16 million
(two-thirds) would be reasonable. Together with £20 million of

new export credits this gave an aggregate figure of £36 million for
the quarter. It was suggested that depending on how the negotiations
went, there might be a case for being able to present an aggregate

figure of £40 million.

7 The Chancellor, summing up the discussion, said it was agreed

that the ECGD's decision on country grading should stand and that

its implementation should not be postponed. On the question of

new expoft credits, it was agréed that the offer should be £20 million
for the quarter, including the existing £15 million for food. On

refinancing loans, it was agreed that loans of up to £16 million
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would be reasonable (against the known liabilities of £23-24 million)
and that we should stand on this figure in the negotiations, so that
the total contribution would be £36 million. If it appeared sensible
in the course of the negotiations to increase the total to £40 million,
this could be conceded. If necessary, the Poles could be allowed

to switch their requests from one heading to the other within the

overall total.

F4

(R Bls SHENKIINS)
14 January 1981

Distribution

Those present

Chief Secretary
Financial Secretary
Sir Douglas Wass
Sir Kenneth Couzens
Mot eBaprath

Mr. Hawtine

Mr. Lankester - No.10
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PARIS BONN WASHINGTON UKDEL NATO (BRUSSELS)

KULIKOV’S VISIT

L KUL1KOV’S SUDDEN UNEXPLAINED APPEARANCE IN WARSAW,
'HAS PREDICTABLY PROVOKED SPECULATION IN PRESS AND
DIPLOMATIC CIRCLES HERE BUT 1S SEEMS UNLIKELY THAT
WE SHALL LEARN ANYTHING MORE OFFICIALLY THAN THE
MEAGRE MEDIA ANNOUNCEMENTS ALREADY MADE, MERELY
COVERING THE FACT OF THE VISIT AND MENTIONING HIS
COMPANION, GRIBKOV ( WARSAW PACT CHIEF OF STAFF) AND
HIS POLISH INTERLOCUTORS, KANIA PINKOWSKI|, JARUZELSKI,
SIWICK!, (POLISH ARMY CHIEF OF GENERAL STAFF) AND MOLCZYK,
(POLISH ARMY INSPECTOR-GENERAL OF TRAINING), SZCZEGLOV,
SOVIET REPRESENTATIVE OF THE WARSAW PACT HIGH COMMAND
WITH THE POLISH ARMY WAS ALSO PRESENT.

0.  IT SEEMS ODD THAT NO REASON HAS BEEN GIVEN FOR THE VISIT.
WE CAN THINK OF THREE POSSIBLE EXPLANATIONS.

(1) A GENERAL BRIEFING VISIT UPDATING CONTACTS WITH

POLISH LEADERS AND SENIOR RUSSIANS IN WARSAW.

(2) DISCUSSION OF POSSIBLE JOINT ACTION UNDER A

STATE OF EMERGENCY IN POLAND:

(3) TO RAISE THE PERCEIVED LEVEL OF THREAT BY THE

VISIT ITSELF AND PREPARE FOR A FURTHER ESCALATION

IF NEEDED IN THE FORM OF JOINT WARSAW PACT MANOEUVRES

IN POLAND. COLOUR 1S LENT TO (3) BY THE INCLUSION

IN THE TALKS OF MOLGCZYK AND SZCZEGLOV AND WE INCLINE HERE

TO THIS EXPLANATION. '

3, THERE IS NO EVIDENCE IN THE IMMED|ATE WARSAW AREA
OF ANY UNUSUAL MILITARY ACTIVITY., WE SHALL BE CHECKING
MORE WIDELY DURING THE NEXT FEW DAYS.

MELHU | SH \
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MY TELNO 15 POLISH SITUATION.

1. THE GOVERNMENT APPEARS TO HAVE DECIDED NOT TO MAKE
AN |SSUE OF THE FREE-SATURDAY CONFRONTATION.

2.  OLSZOWSKI, THE PARTY SECRETARY WITH RESPONSIBILITY

FOR PROPAGANDA, MADE A HARD-LINE DECLARATION ON RADIO AND TV
ON FRIDAY EVENING ( 9 JANUARY) SAYING THAT THE

GOVERNMENT MUST MAKE A 'STAND ON THE ISSUE. NEVERTHELESS, THE
LINE TODAY SEEMS TO BE TO PLAY UP THE PATCHY RESPONSE

TO SOLIDARITY’S CALL TO WORKERS TO STAY AWAY,

AND TO TALK OF THE ABSENTEES IN TERMS OF SORROW

RATHER THAN OF ANGER. A STATEMENT OF THE GOVERNMENT SPOKESMAN
CLAIMS THAT:

A. THERE WAS A 65% OVERALL TURN-OUT

B. THE LIGHT AND MACHINE INDUSTRY SECTORS WERE THOSE

MIST AFFECTED.

C. 40% OF THE MINERS = THE ONLY GROUP ACTUALLY ENTITLED

TO A FREE SATURDAY THAT DAY - PATRIOTICALLY TURNED UP

FOR A VOLUNTARY SHIFT

D. ONE MILLION PEOPLE DECIDED TO SWAP THE FREE SATURDAY

DUE THEM ON 31 JANUARY FOR A DAY OFF ON 16 JANUARY.,

3. WHILE THIS LAST RATIONALISATION DESIGNED MAINLY TO SAVE

THE GOVERNMENTS FACE, IT AND OLSZOWSK!’S HARD-L|NE

STATEMENT BEFORE THE EVENT MAY ALSO BE INTENDED TO

DEMONSTRATE TO POLAND’S ALLIES THAT GOVERNMENT FIRMNESS WORKED.
WE HAVE NOT YET SEEN ASSESSMENT OF THE RESULTS OF THE ACTION,
BUT THEY ARE BOUND TO CLAIM A MODEST VICTORY. MEANWHILE,

THE FREE-SATURDAY |SSUE SEEMS TO HAVE BEEN REMOVED FROM THE _
AGENDA FOR THE TIME BEING,

4y IN THE SAME WAY, KANIA’S APPARENTLY HARD-LINE

STATEMENT AT THE WEEKEND ATTACKING THE ANTI=SOCIAL|ST BACKGROUND
OF SUPPORTES OF A RURAL SOLIDARITY ORGANISATION

MAY BE LESS RIGID ON THE STILL UNRESOLVED QUESTION OF THE
REGISTRATION OF SUCH A BODY THAN SOME COMMENTATORS HAVE
INDICATED. THE SPEECH, DELIVERED AT A JOINT MEETING OF THE

PZPR AND ZSL ( PEASANTS PARTY) AND SUBSEQUENTLY SHOWN

RESTRICTED / ON TV
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ON TV CONCENTRATED RATHER ON PRESENTING A CONSTRUCTIVE
PROGRAMME FOR THE DEVELOPMENT GF EXISTING RURAL ORGANISATIONS,
THE DENUCIATION OF RURAL SOLIDARITY MAY HAVE BEEN MADE

WITH AN EYE ON THE POSTPONED SUPREME COURT RULING,

IT DOES NOT EXCLUDE THE POSSIBILITY OF THE LEGITIMISING

OF THE ORGANISATION, MEANWHILE, THE ATTACKS ON ITS

ORGANISERS SEEM DESIGNED, AS MUCH AS ANYTHING, TO

DEMONSTRATE TO POLAND’S ALLIES THAT THE PARTY HAS NOT

GONE SOFT.

4  THE PEACEFUL RESOLUTION OF THE SOLIDARITY OCCUPATION

 OF THE NOWY SACZ TOWN HALL, REPORTED ON THE BBC AND,
RESTRAINEDLY, IN THE POLISH PRESS, SEEMS ALSO TO
INDICATE THAT THE GOVERNMENT WISH TO KEEP BACK FROM THE BRINK.
REPORTS INDICATE THAT THEY WERE HELPED ON THIS OCCASION
BY THE LOCAL SOLIDARITY ORGANISATION WHICH RESPONDED
POSITIVELY TO THE GOVERNMENT’S LOW-KEY APPROACH. BUT AT
BOTH THE NATIONAL AND LOCAL LEVELS THERE REMAIN MANY
CONTENTIOUS |ISSUES. BOTH SIDES WILL BE HARD PUT TO
CONTINUE POSTPONING A SERIOUS CLASH ON SOME OF THEM.

~ MELHUI SH
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AND HELSINKI

SOVIET COMMENT ON POL AND.

1. SOVIET PRESS COVERAGE OF EVENTS IN POLAND HAS BEEN CONSIDERABLY
STEPPED UP OQVER THE WEEKEND, WITH A SERIES OF FRANK AND STRONGL Y-
WORDED ARTICLES ON CURRENT PROBLEMS.

2. AS BEFORE THE BULK OF THE COVERAGE HAS BEEN REPORTS OF POLSH
PRESS ARTICLES OR OF SPEECHES BY POLSH LEADERS (XISIEL’S
PRESS CONFERENCEs OLSZOWK|'S SPEECH FOR POLICH TV AND RADIO 2
KANIA’S SPEECH TO A MEETING OF THE PEASANT’S PARTY, INCLUDING HIS
ATTACK ON 'RURAL °0Li06Rl1Y R
SOVIET COMMENT. {ZVESTIA OF 9 o AR

1
{

P
ERE HAS ALSO BEEN ORIGINAL
‘ MITARY PRINTED A LONG REPORT
FROM ITS WARSAW CO?PESPOMD”“T DRUZENKO WHICH WAS SHARPLY CRITICAL
BOTH OF THE *’PROVOCATIVE ROW?!'STIRKED UP BY REACTIONARY WESTERN
CIRCLES AND OF ?%ANTI~SOCTALIST ELEME NTS, COUNTER-REVOLUTION,
W10 ARE TRYING BY JNY MEANS TO EFFECT CHANGES IN THE EXISTING
SOCIAL-POLITICAL SYSTEM IN POLAND??, DRUZENKO SINGLED OUT FOR

Wi

ATTACK KURON AND MICHNIK AND WARNED THAT NOWADAYS THE ENEMIES

OF SOCIALISM WERE STEPPING WP THEIR SUBVERSIVE ACTIVITY. THERE
WAS ALSO A TASS °’E.E IN PRAVDA OF 10 JANUARY ON THE ISSUE OF
SATURDAY WORKING, SETTING QUT THE POSITION OF THE POL i SH
AUTHORITIES, AND lu‘” NTING THAT THE ATTITUDE TAKEN BY THE LEADERS
OF SOLIDARITY WO“IL ADD TO POLAND’S ECONOMIC DIFFICULTIES.
COVERAGE OF THE |SSUE WAS BROUGHT UP TO DATE BY A TASS PIECE N
TODAYS PRM\DA, ASED ON PAP REPORTS, WHICH DETAILED THE REGION
WHERE STOPPAGES HAD OCCURRED, AND REFERRED TO SCLIDARITY PICKETING,

CONPIDENTIAT
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STRIKES IN SOUTH-EAST POLAND: END OF THE CHRISTMAN LULL? 4?;® 40‘

1. THE EMBASSY HAS RECEIVED 2 TELEXES FROM THE STRIKE
COMMITTEES FORMED IN USTRZYKI DOLNE AND RZESZOW,

FROM THESE AND FROM OTHER LOCAL SOURCES WE HAVE
CONCLUDED THE FOLLOWING.

24 IN USTRZYK! DOLNE FARMERS REPRESENTING THE EMBRYO
LOCAL BRANCH OF RURAL SOLIDARITY HAVE BEEN OCCUPYING

LOCAL GOVERNMENT OFFICES IN THE TOWN WHICH 1S CLOSE

TO THE SOVIET QQEDER. SINCE 29 DECEMBER.

THEY HAVE SOUGHT THE SUPPORT OF OTHER SOLIDARITY GROUPS
FOR THEIR DEMANDS FOR REGISTRATION AND HAVE FORMED
THEMSELYVES INTO A SO~CALLED ALL-POLAND STRIKE COMMITTEE

OF THE FEDERATION OF RURAL SOLIDARITY, |

THEY CLAIM THAT ON 4 JANUARY REPRESENTATIVES OF THE
SZCZECIN INTER-FACTORY STRIKE COMMITTEE ( MKZ)

AND OF FARMERS IN NORTH-WEST POLAND VISITED THEM

AND ASSURED THEM OF THEIR WILLINGNESS TO STRIKE IN SUPPORT
OF THEIR DEMANDS. THEY CLAIM SIMILAR SUPPORT FROM

THE KRAKOW |NTER=FACTORY COMMITTEE AND RURAL SOLIDARITY
FROM THE KRAKOW REGION, THEY STATE THAT THEIR SIT=IN
STRIKE WILL CONTINUE UNTIL THE CENTRAL AUTHORITIES

START TALKS. IN RZESZOW A SIMILAR RURAL SOLIDARITY

STRIKE NOW APPEARS TO HAVE BEEN LINKED TO THAT IN

USTRZYK| DOLNE., THE RZESZOW STRIKE COMMITTEE STATE

IN THEIR TELEX THAT ¢ (1) IT IS A CONDITION FOR A RENEWAL
OF TALKS IN RZESZOW THAT A GOVERNMENT COMMISSION SHOULD
ALSO GO TO USTRZYK! DOLNE. : ‘
(11) SIMILARLY QQ_AQBE;MENT WILL BE SIGNED IN RZESZOW WITHOUT
THE SIGNATURE OF A SIMILAR AGREEMENT IN USTRZYK! DOLNE.
(111) AS A RESULT OF THE FAILURE OF THE GOVERNMENT TO

SEND A SUITABLE COMM|SSION TO USTRZYK! DOLNE BY THE
EVENING OF 5 JANUARY, THE PRESIDIUM OF SOLIDARITY FOR
SOUTH=~EAST POLAND ( BASED IN THE REGIONAL CAPITAL

OF PRZEMYSL) DECIDED TO CALL A ONE-HOUR WARNING STRIKE

ON 6 JANUARY IN 3 OR POSSIBLY 4 PRZEMYSL FACTORIES.
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3. WE HAVE ALSO HEARD THAT THE USTRZYK! DOLNE STRIKERS
HAVE BEEN COMPLAINING OF POLICE HARRASSMENT AND THAT THE
GOVERNMENT HAD ALREADY SENT A DELEGATION TO SEE THEM,
WHICH THEY HAVE REJECTED ON THE GROUNDS OF ITS
UNSATISFACTORY COMPOSITION. WE HAVE ALSO HEARD THAT ONE
OF THE SUBSIDIARY DEMANDS OF THE ESTIMATED 6 FARMERS
AND WORKERS SITTING IN IN RZESZOW 1S THAT A LOCAL
HUNTING RESERVE, WHERE GIEREK USED TO TAKE GISCARD,
SHOUD BE OPENED TO THE PUBLIC.

L IT IS DIFFICULT FROM TH!S DISTANCE TO ASSESS THE
SERIOUSNESS OF THE STRIKE ON THE NATIONAL SCALE.
NEVERTHELESS, TAKEN WITH DEVELOPMENTS OVER THE 1SSUE OF FREE
SATURDAYS, IT APPEARS TO MARK THE END OF THE CHRISTMAS
HOLIDAY LULL, THE STRIKES SEEM TO BE RELATED MOST
CLOSELY TO THE SUPREME COURTS RECENT POSTPONEMENT

OF A DECISION ON THE REGISTRATION OF RURAL SOLIDARITY
(OUR TELNO 555) THEIR LOCATION IN SOUT EAST POLAND

AN AREA NOTED FOR ITS ANTI GOVERNMENT SYMPATHIES ( WHICH
DERIVE FROM THE POST WAR CAMPAIGN AGAINST UKRAINIAN
PARTISANS) WILL PRESUMABLY BE NOTED BY THE SOVIET UNION,
BUT THE AREA |8 NOT ONE OF PRIME SRATEGIC IMPORTANCE,

5« THE MOST SERIOUS ASPECT IS THE CLAIM OF SUPPORT
FROM THE SZCZECZIN MKZ AND POSSIBLY FROM YET ANOTHER
REPORTED STRIKING GROUP AT JELENIA GORA IN WESTERN
POLAND. TODAY’S MEETING OF SOLIDARITY'S NATIONAL
COORDINATING COUNCIL IN GDANSK WILL NO DOUBT

TAKE A POSITION ON THIS AND SEVERAL OTHER CURRENT
PROBLEMS INCLUDING FREE SATURDAYS AND FORECASTING MAY BE
EASIER THEREAFTER. BUT THERE IS NO DOUBT THAT THIS
RECRUDESCENCE OF UNION ACTIVITY AND PRESSURES BODES

ILL FOR POLITICAL PEACE, CONGRESS PREPARATIONS, ECONOMIC
RECOVERY, AND , MOST SERIOUS OF ALL, SOVIET NERVES.

MELHUI SH

[COPIES SENT TO NO 10 DOWNING STREET]

POLAND SFECIAL STANDARD COPIES TO

L . PS/8 OF B
CSCE UNIT MR DICK DOT
CONS D MR POWNALL

' PS/CEANCELLOR

WED SIR K COUZENS g TREASURY
ECD (E) | MISS BAKER

ESID MR P J BULL BANE OF ENGLAND
TRED :

TRD ' MR COTTERILL EOCGD
SEC D MR WOOLGAR D/EMPLOYMENT

OLA - CAXTON HOUSE TOTHILL STREET
CONS EM ONLT

CABINET OFFICE IH%ISELS(??AM

ADVAN 2 3

o
RESTRICTED




GRS 650 CONFIDENTIAL

CONFIDENTI AL
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TO PRIORITY FCO

TELEGRAM NUMBER 6 OF 6 JAN

INFO MOSCOW PRAGUE SOFIA BUDAPEST BUCHAREST EAST BERLIN
BELGRADE UKDEL NATO WASHINGTON PARIS BONN HELSINKI

STOCKHOLM MODUK AZvdgzi SALI

POLISH SITUATION

1. WHILE THE ATMOSPHERE IS MUCH LESS TE THAN IT
WAS IN THE FIRST HALF OF DECEMBER, DISAGREEMENT

HAS BEEN BUILDING UP BETWEEN THE GOVERNMENT AND
SOLIDARITY ON THE I1SSUE OF FREE SATURDAYS.

2.  THE GOVERNMENT GOT ITSELF INTO A MESS BY AGREEING
LAST AUTUMN TO MAKE ALL SATURDAYS FREE FOR MINERS,
WHILE IN THE GDANSK AGREEMENTS THEY ONLY AGREED To
INCREASE THE NUMBER OF FREE SATURDAYS. THEY HAVE

S0 FAR CARRIED OUT THE AGREEMENTS TO THE LETTER
ANNOUNCING TWO FREE SATURDAYS A MONTH FOR EVERYONE
EXCEPT MINERS WHO ARE TO HAVE ALL SATURDAYS OFF.

AFTER PROTESTS THEY HAD HASTILY TO OFFER LAST WEEK

3 FREE SATURDAYS IN JANUARY WITH DECISIONS ON THE REST
OF THE YEAR PROMISED LATER THIS MONTH,

3. ALTHOUGH THIS IS NOT AN ISSUE LIKELY TO WIN

GREAT SYMPATHY ABROAD, SOLIDARITY APPEAR CURRENTLY TO BE
PRESSING IT HARDER THAN THOSE OF THE TRADE UNION LAW

OR CENSORSHIP OF FOOD SUPPLIES. NO DOUBT THERE IS

GRASS ROOTS PRESSURE FOR FREE SATURDAYS AND SOLIDARITY’S
FACTORY-LEVEL ELECTIONS ARE NOW TAKING PLACE.
FURTHERMORE |T 1S SEEN AS A GOOD SIMPLE CONCRETE

ISSUE BY THOSE WHO ARE LOOKING FOR ONE AND WHO ARE
AFRAID OF SOLIDARITY SINKING BACK INTO INACTIVITY,

IT IS ACCEPTED THAT THE GOVERNMENT CANNOT PRODUCE

MORE MEAT AND MORE FLATS AT ONCE BUT THEY CAN AT LEAST
PRODUCE MORE FREE SATURDAYS. THERE IS ALSO ROOM FOR
SUGGESTIONS THAT THE GOVERNMENT IS GOING BACK ON THE
AGREEMENTS OF LAST AUTUMN,

4, A MAJOR CONFRONTATION ON THIS POINT ALONE

IS UNLIKELY BUT IT COULD SERIOUSLY CLOUD THE RECENT

HONEYMOON BETWEEN GOVERNMENT AND UNIONS. THE SITUATION MAY

BE CLEARER AFTER A MEETING OF SOLIDARITY’S FULL BOARD

LATER THIS WEEK, CONFIDENTIAL /ECONOMIO
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5.  THE MAJOR SHORT-TERM PRE~OCCUPATION IS TO MEET
PAYMENTS DUE IN THE FIRST QUARTER OF 1981 BEFORE

A GENERAL AGREEMENT WITH WESTERN CREDITORS |S REACHED.

THE SUPPLY SITUATION IN THE MARKET IS A LITTLE

EASIER THAN IT WAS IN DECEMBER PROBABLY BECAUSE

OF EXTENSIVE GOVERNMENT PURCHASE FOR THE CHRISTMAS

SEASON. THE COUNTRY HAS BEEN STRIKE-FREE FOR SEVERAL

WEEKS AND THE ECONOMY IS GENERALLY WORKING AGAIN.

BUT COAL, TRANSPORT AND POWER SUPPLIES REMAIN

PROBLEM AREAS WHICH COULD GET MUCH WORSE |F HARD

WEATHER SETS IN. MINOR REFORMS ( TO BE REPORTED SEPARATELY)
CAME INTO FORCE ON JANUARY 18T BUT NO FURTHER ANNOUNCEMENTS
HAVE BEEN MADE ABOUT MAJOR REFORM WHICH IS BEING STUDIED
BY A 200 STRONG COMMISSION.

FOREIGN AFFAIRS o

6.  THE FOREIGN MINISTER’S VISIT TO MOSCOW

ON DECEMBER 26 1S REPRESENTED AS A PURELY ROUTINE

VISIT AND | WAS TOLD BY VICE-MINISTER OLECHOWSKI

THAT ONLY 10% OF THE TIME WAS DEVOTED TO POLISH AFFAIRS.
THE REST OF THE DISCUSSIONS COVERED THE INTERNAT|ONAL
SCENE AND MINISTER CZYREK HAD RETURNED VERY SATISFIED
WITH THE JOINT SOVIET/POLISH DETERMINATION TO DO
EVERYTHING POSSIBLE ** AND INDEED |MPOSSIBLE’’

TO IMPROVE THE STATE OF EAST=-WEST RELATIONS.

7.  OLECHOWSKI SAID THAT POLAND NOW WISHED TO RESUME
THE ACTIVE ROLE IN FOREIGN AFFAIRS WHICH IT PLAYED
BEFORE THE EVENTS OF LAST AUGUST, NOTABLY AS
SOMETHING OF A BRIDGE BETWEEN EAST AND WEST.
IT 1S DIFFICULT HOWEVER TO ENVISAGE POLAND IN
ITS PRESENT STATE CUTTING MUCH OF A DASH.
NOR CAN | BELIEVE THAT POLISH INFLUENCE WITH THE
USSR AND OTHER WARSAW PACT COUNTRIES ON FOREIGN AFFAIRS
CAN YET BE ANYTHING BUT SLIGHT. RECENT PRESS ART|CLES
REFLECT A GOOD DEAL OF THE SOVIET VIEWS ON SUCH MATTERS
AS THE RECENT NATO MEETING. THIS 1S NO DOUBT PART
OF THE PRICE TO BE PAID FOR SOVIET AID IN OTHER FIELDS.
PRIDHAM [COPIES SENT TO NO 10 DOWNING STREET]
[THIS TELEGRAM WAS NOT ADVANCED?Y
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Chancellbr pf‘the ;xchequer

ECONOMIC ASSISTANCE TO POLAND

Thank you for sending me a copy of your minute of
6 Jafﬁary to the Prime Minister. As you say I support the view that
we should respond positively to the Polish request to send a team
to discuss UK participation in a bridging operation, and I am
glad that this has now been agreed,

2. I accept that we should keep broadly in line with other
Western countries on this, and I agree that we may have to wait
until the meeting of creditors on 16 January to have a sufficiently
clear idea of what others are doing or intending to do. But the
decision to keep broadly in line with others cuts both ways.

We must keep in mind that the French are on the point of agreeing
with the Poles their contribution to a bridging operation and
that the German representative at the Paris meetings will be
having talks with the Poles on 7 January. My officials will

want to keep in close touch with yours about how much we should
be prepared to tell the Polish team when they come ovef.

S As far as ECGD grading is concerned, I welcome the agree-
ment to retain the present 'B' rating for the food aid credits.
for the rest, I understand the technical arguments which point
to Poland béing downgraded; but I remain concerned about the
political impact of such a decision at a time when the bridging
operation has not yet been agreed and we are still at a very
early stage in discussing with our partners and with the Poles
how best to deal with the problems of thel longeriterm. It would
/be
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be helpful if a decision to downgrade could be postponed for two
or three months, as HM Ambassador at Warsaw has suggesfed, and

I shall be grateful if you will let me know if you see:any

very strong objection to such a procedure.

4. I am sending copies of this minute to the Prime Minister,
to the other members of OD and to Sir Robert Armstrong.

“‘"4 .

6 January 1981
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From the Private Secretary 6 January 1981

("B {;"‘.\/// 'T R

ECONOMIC ASSISTANCE TO POLAND

The Prime Minister has seen the Chancellor of the Exchequer's
minute to her of 6 January about economic assistance to Poland.
She has agreed that, subject to the provisos in paragraph 4 of
the Chancellor's minute, we should enter into discussions with
the Poles abbut UK participation in a bridging operation. The
Prime Minister has noted the unresolved issue relating to Poland's
ECGD credit rating.

I am sending copies of this letter to the Private Secretaries
to the other members of OD and to David Wright (Cabinet Office).

John Wiggins, Esq.,
H.M. Treasury.

THAL
-\Lhml.uﬁ.«.....\‘,u E_
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Treasury Chambers, Parliament Street, SWIP 3AG
0O1-233 3000

PRIME MINISTER

ECONOMIC ASSISTANCE TO POLAND

We agreed at 0D on 10 December 80)26th Meeting) on a

strictly limited measure of assistance to Poland, as part of

a concerted package mounted by most of the major creditors.

We agreed to provide between two-thirds and all of what the
Poles wanted for the first six months of 1881, by way of new
credits and refinancing of maturing loans. This was seen as

an interim measure, pending a wider rescheduling or refinancing
operation. UK participation was to be contingent on the other

major creditors joining in.

20 A meeting of creditors took place in Paris on 22-23
December. Treasury and FCO officials attended. A Polish
delegation was present part of the time. The US made it clear
that the new Administration could do nothing until well into
February. It would then take six weeks or so to negotiate a
longer-term package. Meanwhile the Poles told the French
chairman that they were running out of cash. A limited Soviet
loan was almost exhausted. Some kind of bridging operation,
for at least three months, would be needed. The UK
representatives said that we could join in this, if sufficient
others did the same; and indicated the scale of our possible
help. But the French and Germans, while willing, claimed to
lack Ministerial instructions. Austria was already committed
to help. The rest said they would consider the position.

The EC creditors agreed to meet again in Paris (with any
others who were willing) on 16 January to finalise a bridging
operation. Meanwhile they were free to talk bilaterally to

the Poles, but without commitment. One exception was the

provision of credit for food aid, which was recognised as a

/separate
CONFIDENTIAL
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separate and immediate problem.

Since that meeting, there have been three developments:-

(a) Food Aid. It has now been agreed at official

level to provide up to £15 million of credits for
the UK share of the EC food aid package. This was

within existing Ministerial authority.

(b) France has unilaterally offered a F F 100 million
a month refinancing credit for the first quarter of

1981; this is a fresh decision, extending an earlier

loan.

(c) Germany has offered 120 million DM on new credits
from 2 January, but this is part of a loan agreed in
October. We understand that German Ministers are
meeting on Wednesday to consider whether they can do

anything else to help.

4, Following the French offer, the Poles asked our Embassy

in Warsaw on Friday for UK participation in a bridging operation
(covering limited refinance as well as new credits). They want
to send a negotiating mission over here later this week. There
is an obvious risk in agreeing to this. But I believe we can

accept it, provided we make it clear to the Poles in advance:-

(1) that the talks are exploratory (e.g. to agree
on the maturities in the first quarter, on which

there are conflicting estimates);

(ii) that we shall explain the terms on which we
might be prepared to offer aid (e.g. period; grace

period; interest rates);

/(iii) that. the

CONFIDENTIAL
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(iii) that the whole thing is subject to the

outcome of the Paris talks on 16 January.

I understand that the Lord Privy Seal would support this.

If you agree, arrangements will be made immediately.

S There is then a minor but irritating technical point.

The Report by Officials which went to 0D in December said that
ECGD were considering downgrading Poland from a "B" credit
rating to "D" - i.e. exporters should pay a higher premium
(about another 2 per cent on the insured value). This is
normal practice for a country which is having problems in
paying its debts; Poland is clearly not creditworthy at present.
It is a technical matter which would normally be dealt with
quite automatically. In ECGD's present financial difficulties
I would not want to hold up such a move. But the news leaked
in Warsaw and the press here picked it up. I understand that

the Foreign Secretary fears the decision will have an adverse

political effect, at a time when we are trying to be as helpful

as possible to the Poles. As a compromise, it has been agreed
at official level that we retain the present "B" rating for
the food aid credits, so as to maintain the full value to the
Poles (and prevent them switching the order to other EC
countries). The matter does not have to be resolved before
the Paris meeting on 16 January. But I fear that, if the
Foreign Secretary cannot accept the downgrading, he and I will
have to discuss it further with the Secretary of State for

Trade.

6. It was also agreed in Paris that the bridging operation,
as its name implies, was purely temporary. A further meeting
between all major creditors and the Polish authorities will
take place in mid-February, by which time the US position

should be clearer.

s ) e
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74 The Bank of England has checked the private sector
position. No bank has yet reported a default. All the
clearers are rolling oyver short-term maturities as they arise,
but not increasing the@!exposure. They are looking nervously
over their shoulders. The Bank is keeping closely in touch
with the position and we shall have time to discuss matters

before any irrevocable decisions are taken.

B There is mounting press interest. The "Sunday Express”
made this their lead story on Sunday. Officials have agreed
interdepartmentally on a neutral "line to take” for the moment.
Clearly we should discourage any exaggerated ideas about the

scale of any UK assistance.

98 Apart from the two outstanding points above, there are

no issues on which our negotiators need fresh instructions

before the Paris meeting on 16 January. The existing 0D

decision is sufficient for this purpose. I suggest that we

ask officials to be guided by this, and to agree UK participation
in a three-month bridging operation, covering both new credits
and refinancing, on a scale commensurate with the contributions
of the other creditors, particularly our Community partners.

It will then be necessary to revert to the longer-term issues,

on which officials are preparing a further report.

10. I am sending copies of this minute to the other members

of 0D and to Sir Robert Armstrong.

R./lolu(e,\ ( p,l.'ua& J.iufh;m}/)

Gl e
6 January 1981

E aggoved b Ky Clhavcdor  owdl
&?ud A %Y ahkﬂfj
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11C ASSISTANCE FOR POLAND

"1 a meeting this morning of MISC 49 it was agreed that there
4 he a common Whitehall line and that we should be prepared

indicate in general terms what we have now said to the Poles.
{nollowing line has been agreed with the b Bl A B & v

cmjce Assistance

o1 e UK views with sympathy Poland's request for economic
fo SIS AN Ges Consultations with other Western creditors are
Leing urgently pursued as 1o ihe most effective means of
concerting efforts to help Poland. A meeting for this purpose
tiepkeplace in Paris on 22/23 December.

BE Paod Offer

3 As the Lord Privy Seal made clear to the House on 19

Deecember, the UK is ready to make available the credit which will
be necded to finance the UK's share of the comnunity food

offer (final allocation of the offer as between weimber states

has vet to be settled in detail but the UK is likely 1o

provide all of the 100,000 tonnes of barley included in the
covounity offer and a part of other cormodities involved eg

meat znd butt). Arrangemenis are being made for this credit to bhe
provided at an early date and the ilerms are being discussed

wiih ‘the Polish authorities.

Longer Term Assisiance
4. The question of what can be done 1o help Poland in the
lJonger term is onder careful consideration and is a matter
for coordination with other Western creditors.

Short-term Assistance

o In ihe interim period until such longer term arrangements

can be made the UK 1is ready in line with what other Western
countries are prepared to do 1o provide at least part of what

the Poles have asked us for (precise figures are still

under consideration). Upattributable (if asked): this assistance
may include both new credit and new refinancing.

6t The.aredit required for the UK's share of community food
aid referred to above will comprise a part of this interim
assistance.

ECGD Grading (if asked)

7. The question of grading is a technical one which is kept
under contlinuing review by ECGD as a normal part of their
operations in respect of couniries where they guarantee export
credit: Poland 1S no cxception. No decisions have been taken.

A E MONTGOMERY
5 January 1981 Eastern Europcan and Soviet Dept
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FM MOSCOW m22930Z JAN B%

TO PRIORITY F C O
TELEGRAM NUMBER @03 OF 2ND JANUARY m

FOR INFO ROUTINE WARSAW UKDEL NATO WASHINGTON PARIS BONN
INFO SAVING BUDAPEST BUCHAREST PRAGUE SOFIA EAST BERLIN
HELSINKI AND BELGRADE

SOVIET COMMENT ON POLAND.

1. AN UNSIGNED TASS REEEBT IN TODAY’S PRAVDA, HEADLINED
'’PROVOCATIVE DEMANDS'’, NOTED THE CONTINUING ACTIVITIES OF
ANTI-SOCIALIST FORCES_IN.POLAND'' WHO WERE TRYING TO HAMPER

PZPR AND GOVERNMENTAL MEASURES TO NORMAL!ZE THE SITUATION,

TASS SAID THAT ’’THESE FORCES MOST OFTEN OPERATE BY USING AS A
COVER THE SLOGANS OF THE TRADE UNION "’SOLIDARITY’’, THEY

ARE URGING ORGANISATIONS OF THAT TRADE UNION TO ASSUME THE ROLE
OF A SORT OF COUNTERBALANCE TO THE OFFICIAL ORGANS

OF POWER, TO BECOME AN ORGANIZATION OF A POLITICAL KIND’', TASS
ADDED THAT THESE FORCES WERE TRYING TOCREAT CHAOS IN THE

POLISH ECONOMY WHICH THEY HOPED TO USE FOR THEIR OWN
"?SUBVERSIVE ENDS’'., THEIR DEMANDS WOULD INCREASE D|SPROPORTIONS
IN THE POLISH ECONOMY AND TENSION IN THE DOMESTIC MARKET.

THE WORK STOPPAGES ON WHICH THEY WERE COUNTING AGGRAVATED
IRREGULARITIES IN THE SUPPLY OF CONSUMER GOODS TO THE
POPULATION,

2. THIS IS THE_FIRST PUBLIC SOVIET ATTACK ON SOLIDA
TME_TASS PIECE OF 8 DECEMBER (MY TELNO 777) WHICH WAS DENIED BY
THE POLISH AUTHORITIES AND SUBSEQUENTLY DROPPED FROM THE SOVIET
MEDIA. THE PRESENT ARTICLE 1S MORE CAUTIOUSLY PHRASED

(THERE ARE, FOR EXAMPLE NO REFERENCES TO 'COUNTER-REVOLUTION’,
AND THE ATTACK IS GENERAL WITH NO SPECIFIC INSTANCES OF
*’PROVOCATION’® CITED). BUT IT CLEARLY DEMONSTRATES CONTINUING
SOVIET UNHAPPINESS WITH SOLIDARITY*S STRENGTH AND ROLE AND WILL
BE DESIGNED BOTH TO KEEP UP PRESSURE ON THE POLES TO PUT
SOLIDARITY WITHIN ACCEPTABLE LIMITS, IT SHOULD HOWEVER BE SEEN
ALONGWITH A BALANCING PIECE OF REPORTAGE IN 1ZVESTIYA OF

1 JANUARY WHICH GAVE A NOTABLY OPTIMISTIC ACCOUNT OF PARTY AND
FACTORY WORK IN SILESIA, STRESSING THAT THE ATMOSPHERE HAD
CHANGED SIGNIFICANTLY. THERE WAS LESS EMOTION AND MORE
CONSTRUCTIVENESS. NOW THE MAIN FEELING WAS DEEP CONCERN AT HOW

CONFIDENTIAL
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TO DIRECT POLAND’S DEVELOPMENT IN A CHANNEL FAVOURABLE TO
'?SOCIALIST POLAND’*, SINCE THE 7TH PARTY PLENUM LOCAL PARTY
ACTIVISTS HAD BEGUN TO ACT WITH MORE DECISIVENESS AND
PURPOSFULNESS. THIS CHANGE IN THE MOOD OF COMMUNISTS WAS
PERCEPTIBLE EVERYWHERE.

FCO PLEASE PASS SAVING TO BUDAPEST BUCHARST PRAGUE SOFIA
EAST BERLIN HELSINKI AND BELGRADE.

KEEBLE
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Foreign and Commonwealth Office document

Reference DIAMATIC RerORT N. /‘/ &
Description ALAnvd :  ANNUAL REVIEW
foR (780

! Janman, (A81
>,

The above FCO document, which was enclosed on this file has
been removed and destroyed.

Such documents are the responsibility of the Foreign and
Commonwealth Office. When released they are available in the
appropriate FCO CLASSES.
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TO IMMED|ATE FCO

TELEGRAM NUMBER 555 OF 3@ DEC

INFO MOSCOU PRAGUE SOFIA BUDAPEST BUCHAREST EAST BERLIN
BELGRADE UKDEL NATO WASHINGTON PARIS BONN HELSINKI

STOCKHOLM UKDEL NEW YORK MODUK 'v( PR,

POLISH INTERNAL SITUATION

1,  THE POLISH SUPREME COURT HAS POSTPONED JO AN
UNSPECIFIED DATE ITS DECISION ON WHETHER TO ALLOW
PRIVATE FARMERS TO REGISTER AS A BRANCH OF SOLIDARITY,
OSTENSIBLY ON THE GROUNDS THAT POLISH TRANSLATIONS

OF CERTAIN ILO DOCUMENTS ARE NOT AVAILABLE.

ABOUT 1607 FARMERS HAD DEMONSTRATED QUIETLY OUTSIDE
THE COURT.

9, THIS LOOKS LIKE AN ATTEMPT TO GAIN TIME FOR SOME
KIND OF COMPROMISE TO BE WORKED OUT. BOTH THE MAIN
LEADERS OF SOLIDARITY AND THE GOVERNMENT ARE MOST
ANXIOUS TO AVOID ANOTHER CONFRONTATION AT THIS TIME,
EVEN THOUGH THE FARMERS THREAT TO WITHHOLD SUPPLIES

IS NOT TAKEN VERY SERIOUSLY, ANYTHING WHICH COULD

AFFECT FOOD DISTRIBUTION JUST AS THE REAL WINTER
APPROACHES 1S POTENTIALLY EXPLOSIVE., THOUGH THIS IS

PURE SPECULATION, IT 1S NOT IMPOSSIBLE THAT THE RUSSIANS
ARE OPPOSING WHAT WOULD SEEM LIKE YET ANOTHER CL|MB~DOWN
BY THE GOVERNMENT AND THAT MORE TIME |S NEEDED FOR
DISCUSSIONS WITH ALL THE PARTIES,

3, THE MINOR STOPPAGES LAST WEEK OVER MEAT SUPPLIES SEEM
TO HAVE BEEN SATISFACTORILY SETTLED AND SOLIDARITY'S

CALL FOR THE RELEASE OF IMPRISONED DISSIDENTS IS UNLIKELY
T0 BE PRESSED VERY HARD FOR THE TIME BEING, UNLESS

THERE ARE MORE ARRESTS.
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FM FCO 301400Z DECEMBER 1980

IMMEDIATE TO WASHINGTON

TELEGRAM NUMBER 1968 OF 30 DECEMBER

REPEATED FOR INFORMATION PRIORITY TO BONN AND PARIS

MY TELNO 1965 '

MESSAGE FROM M. FRANCOIS-PONCET TO LORD CARRINGTON

1. IN ORDER TO DETERMINE THE MEASURES WHICH WOULD BE NECESSARY
IF THERE WAS A SOVIET INTERVENTION IN POLAND THE MOST EFFICIENT
PROCEDURE WOULD CONSIST IN CENTRALISING THE WORK IN WASHINGTON
BETWEEN THE STATE DEPARTMENT AND THE THREE AMBASSADORS WHO WOULD
HAVE TO BE PROVI ) Y, WITH INSTRUCTIONS FROM THEIR
GOVERNMENTS. THIS FORMULA WOULD HAVE, IN OUR OPINION, THE
ADVANTAGE OF CONTINUITY AND OF SPEED. IF IT WAS ACCEPTED, ONE
SHOULD BEGIN TO PUT IT INTO OPERATION VERY RAPIDLY.

2. IT PRESUMES, HOWEVER, THAT THE CONFIDENTIALITY OF THE
MEETINGS CAN BE GUARANTEED. IT WOULD THEREFORE BE APPROPRIATE
TO CHECK QUITE CATEGORICALLY WITH THE AMERICANS THAT THIS
CONDITION CAN BE MET. IF THIS WAS NOT POSSIBLE, IT WOULD BE
NECESSARY TO REVERT TO THE SOLUTION OF MEETINGS BETWEEN THE FOUR
POLITICAL DIRECTORS IN A EUROPEAN CAPITAL.

3. THIS MESSAGE IS ALSO BEING SENT TO MR MUSKIE AND TO HERR
GENSCHER.

~_/

CARRINGTON
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TELEGRAM NUMBER 558 OF 3@ DEC.

INFO PARIS WASHINGTON BONN UKREP BRUSSELS ROME

FINANCIAL ASSISTANCE FOR POLAND

COMMERC1 AL COUNSELLOR CALLED TODAY TO SEE WOLOSZYN

(BANK HANDLOWY) VICE-PRESIDENT SZCZEPKOWSKI

WHO WAS IN RECENT POLISH DELEGATION TO CREDITORS MEETING
IN PARIS WAS ALSO PRESENT.

2.  WOLOSZYN SAID THAT POLAND’S EXPORT PERFORMANCE HAD
DETERIORATED AFTER AN ENCOURAGING FIRST HALF OF 198g.
DECEMBER LOOKED A PARTICULARLY BAD MONTH. _
GDVERNMENT WERE NOW EXPECTING A HARD CURRENCY BALANCE

OF TRADE DEFICIT OF ABOUT DOLLARS 98¢ MILLION- ( |IMPORTS
WOULD BE ABOUT SAME LEVEL AS IN 1979) ALTHOUGH

BALANCE OF PAYMENTS DEFICIT WOULD BE LESS THAN (N 1979,
HARD CURRENCY DEBT HAD GROWN TO AROUND DOLLARS 23 BILLION
POLAND HAD MANAGED TO SECURE.FINANCE FOR 1980 DEBT
SERVICING AND TRADE SHORTFALL.

3. IN 1981 POLAND WOULD NEED TO FIND ABOUT DOLLARS 8 BILLION
TO SERVICE HARD CURRENCY DEBTS ( INCLUDING INTEREST).
VIRTUALLY ALL WOULD BE COVERED BY HARD CURRENCY EXPORTS,

BUT POLAND WOULD NEED CREDIT FOR ESSENTIAL |MPORTS.,

“M)ST WOULD HAVE TO BE GOVERNMENT BACKED. DEBT SERVICING
PROBLEMS WOULD BE PARTICULARLY ACUTE IN FIRST TWO MONTHS

OF 1981 WHEN OVER DOLLARS 1.2 BILLION WAS DUE TO BE REPAID,
BANK HANDLOWY WOULD ADVISE US OF THE MAIN PROJECT-RELATED
PAYMENTS DUE IN THIS PERIOD = THE AGREEMENT TO DEFER
REPAYMENT OF THE FIRST INSTALLMENT OF PRINCIPAL ON THE

LOT PROJECT LOAN AT THE END OF NOVEMBER HAD COME TOO LATE,
AND THE MONEY HAD BEEN PAID OVER ( BANK HANDLOWY WOULD

BE RELIEVED IF SOME MEANS COUD NOW BE FOUND OF RETURNING IT)
IT WAS THE BANK'S FIRST PRIORITY TO AVOID DEFAULTING ON ANY
LOAN REPAYMENT, |

4.  POLAND DESPERATELY NEEDED BRIDGING FINANCE OVER THE
NEXT FEW WEEKS SO THAT SHE COULD MEET HER COMMITMENTS.

AS AGREED IN PARIS RECENTLY SHE WOULD SEEK SUCH HELP
BILATERALLY WHILST A WIDER, CONCERTED ARRANGEMENTS WAS
BEING EVOLVED. AS SOON AS WORD WAS FORTHCOMING FROM THE
MINISTRY OF FINANCE A FORMAL APPROACH FOR URGENT HELP
WOULD BE MADE THROUGH THE BRITISH EMBASSY IN WARSAW,

AND BY THE POLISH EMBASSY IN LONDON TO ECGD. THE CONTACTS

MADE WITH HM TREASURY IN PARIS WOULD ALSO BE RENEWED
; RESTRICTED '




RESTRICTED

Se IN RESPONSE TO QUESTIONS ABOUT THE EXTENT OF CMEA
FINANC!AL HELP, WOLOSZYN SAID THAT HARD CURRENCY AID

FROM THE DDR WOULD NOT BE USED TO MEET PAYMENTS OBL I GATIONS
BUT WOULD BE ADDED TO POLAND’S RESERVES. THE HARD CURRENCY
LOAN OF ONE BILLION DOLLARS FROM THE USSR HAD ALREADY

BEEN USED TO MEET EXISTING OBLIGATIONS ( WOLOSZYN DID

NOT DISSENT WHEN MELHUISH SUGGESTED THAT |IT HAD BEEN

USED TO FILL THE 1987 BORROWING SHORTFALL).

ON THE BASIS OF EXISTING AGREEMENTS THE ONLY HELP

STILL OUTSTANDING FROM THE USSR WAS IN THE FORM OF

QUOTE HARD CURRENCY GOODS UNQUOTE, WHICH WOULD BE DEL!VERED
DURING 1981,

6. THE CONVERSATION ALSO TOUCHED ON'THE PROBLEM OF

DELAYED PAYMENTS WOLOSZYN SAID THAT THE BANK WAS PARTICULARLY
SENSITIVE TO CASES OF ECGD-BACKED DEBTS, AND SEEMED GENUINELY
SURPRISED THAT SEVERAL OF THESE REMAINED OUTSTANDING. -

HE UNDERTOOK TO CHECK THE POSITION ON THEM.

7. FINALLY, WOLOSZYN SAID ONCE AGAIN THAT POLAND WAS
LOOKING FOR REFINANCING FOR HER OUTSTANDING DEBTS,

NOT RESCHEDUL ING. COMMERCIAL BANKERS TO WHOM HE HAD SPOKEN
SHARED HIS VIEW THAT THIS WAS THE BEST APPROACH. FRANCE
AND ITALY SEEMED WILLING TO PROVIDE REFINANCING AID.

THE US WAS A PROBLEM, PARTLY BECAUSE OF THE CHANGEOVER

OF THE ADMINISTRATION BUT ALSO BECAUSE OF THE VERY HIGH
RATES OF INTEREST POLAND WAS PAYING ON CCC CREDIT.
MELKUISH SAID THAT BRITAIN WAS WILLING TO HELP BY
PROVIDING CREDIT FOR PURCHASES OF BEEF, BUTTER AND BARLEY:
AND SYMPATHETIC CONSIDERATION WAS BEING GIVEN TO POLAND’S
REQUESTS FOR OTHER KINDS OF FINANC!AL HELP ALTHOUGH

NO FINAL DECISIONS HAD YET BEEN TAKEN.

PRI DHAM
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TELEGRAM NUMBER %51 OF 23 DEC _ﬁ[‘ m

[IMMEDIATE |

. / :
INFO PRIORITY PARIS BONN WASHINGTON ROME VIENNA TOKYO
BERNE STOCKHOLM BRUSSELS DOT TREASURY EC&D

YOUR TEL.NO 639 ECQNOM!C ASS1 STANCE FOR POLM’D

1¢ | SPOKE AS INSTRUCTED TO THE MINISTER FOR FOREIGN. TRADE:
THIS MORNING, LEAVING BEHIND AN AIDE MEMOIRE BASED ON
FCO TEL NO 637,

2, IN THE ENSUING DISCUSSION KARSKI AMD HIS ADVISERS

MERE CLEARLY MOST CONCERNED ABOUT THE GERERAL POLISH REPAYMENT
POSITION, THE MINISTERS FIRST GUESTIONS WERE ABOUT THE
PRECISE IMPLIGATION OF THE WORDS **AT LEAST'® [N

PARAGRAPH 1(1V) OF FCO TEL 637 AND FOR MORE INFORMATION ABOUT
FIGURES FOR POSSIBLE BRITISH FINANCIAL ASSISTANCE.

| DECLINED TO BE DRAWN ON EITHER POINT, HE THEN SAID

THAT HE WAS VERY WORRIED ABOUT TIMING. HE HAD HOPED FOR
_FIRM DECISIONS BY THE END OF 1936, BUT IT NOW SEEMED UNL |KELY
THAT FIRM PROPOSALS WOULD RESULT FROM THE PARIS YEETING
CURRENTLY UHDER WAY, AMONG OTHER THINGS HE RECOGN!SED THAT
THE AMERICANS WERE NOT READY TO GIVE AN ANSVER. THE FOLLOW

UP MEETING MIGHT NOT TAKE PLACE UNTIL LATE JANUARY AND




TUP MEETING MIGHT NOT TAKE PLACE UNTIL LATE JANUARY AMND |

EVEN THEN THE NEW US ADMINISTRATION WOULD HAVE OTHER
THINGS ON ITS MIND. BUT POLAND HAD AN | MVEDIATE PROBLEM,

WE WERE ONLY 8 DAYS FROM 1981, WHEN A NEW MONTH WOULD SEE
NEW REPAYVENT OBLIGATIONS, IF IT WERE HOT FEASIBLE TO HAVE
{MMEDI ATE FINANGI AL HELP, COULD SOME SUB-BRIDGING ARRANGEMENT
BE MADE? | ASKED WHAT REPAYMENTS WERE DUE TO BRITAIN IN
CJANUARY AND THE MIN|ISTER PROMISED TO PROVIDE DETAILS. KARSK!
CONCLUDED WITH A PLEA THAT HMG SHOULD G!VE THE

POLES SOME 1DEA OF THE LIKELY TIMETABLE MENTIONED 'IN THE
LAST SENTENCE OF FCO TEL 637 AND | PROMISED TO PASS ON

THIS REQUEST. . '

%, OW EC MELP KARSK! INTERJECTED THAT WHILE THE POLISH
COVERNMENT WAS PLEASED TO HAVE SECURED A SYMPATHETIC
RESPONSE FROM BRUSSELS, 1T WAS MISLEADING TO LABEL THIS FOOD
' AID?" SINCE IT WAS RATHER FOOD SALES ON SPECIAL TERMS'?,
EVIDENCE OF TYRPICAL POLESH SENSITIVILY, | REPEATED THAT

WE WOULD PLAY OUR PART I8 THIS COMMUNITY PACKAGE AND WAS
ASKED WHAT WOULD BE THE TERMS AND CONDITIONS ATTACHED TO OUR
CREDIT FACILITIES. | SAID THAT THE WAY WAS NOW CLEAR'

FOR THE POLISH EMBASSY IN LONDON TO n(scuss DETAILS WITH
MAFF AND ECGDe e £

be  THE MINISTER WAS GRATEFUL FOR THIS INTER(M REPLY

BUT CLEARLY [NTENSELY ANXIOUS ABOUT THE IMMEDIATE REPAYMENT
SITUATION (N THE LIGHT OF PROBABLE DELAY (N REACHING
COLLECTIVE WESTERN DECISION, Y

5« T WOULD BRE USEFUL IF POSSIBLE TO KNOW (A) DETAILS
COF THE TERMS OF THE CREDIT PACKAGE WHICH ECGD WILL BE
PUTTING TO THE POLISH EMBASSY FOR OUR BARLEY, BEEF AND
BUTTER OFFERS AND (B) ECGD*S LIST OF MAJOR REPAYMENTS.
DUE IN JANUARY,

PR1DHAM
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TO IMMEDIATE FCO

TELEGRAM NUMBER S48 OF 23 DECEMBER

INFO ROUTINE MOSCOW PRAGUE SOFIA BUDAPEST BUCMAREST

EAST BERLIN BELGRADE UKDEL NATO WASHIWGTON PARIS

BONN HELSINKI STOCKHOLHM MODUK
M1 P T KANIA’S SPEECH

1, THE SPEECH MADE BY THE FIRST -SECRETARY AT THE

FIRST MEETING OF THE CONGRESS PREPARATORY MEETING

WAS AN IMPORTANT ONE, AND KAW!A HAS USED IT 7O

DEVELOP TWO THEMES THAT HAVE APPEARED IN RECENT

PUBLIC PRONOUNCEMENTS: ATTACKS ON KOR, AND ATTACKS

ON THE WEST FOR [INTERFERING I[N POLAND'S INTERNAL AFFAIRS.
. BUT THIS 15 THE FIRST TIME THAT EITHER ATTACK HAS BEEN

MADE EXPRESSLY AT SUCH A HIGH LEVEL,

9. THE ATTACK ON KOR, WHICH FOLLOWS THE REMARKS OF
FATHER ORSZULIK, ( MY TELNO 545) 1S PARTLY AN ATTEMPT
TO DRVIE A WEDGE BETWEEN SOLIDARNOSC AND ITS MORE
' ANTI-SOC|ALIST®” ADVISERS. BUT IT MAY POSSIBLY
PRESAGE A MOVE AGAINST KOR OVER THE CHRISTMAS PERIOD:
( YOUR TELNO 541).

3. THE ATTACK ON NATOlIS MORE PREDICTABLE, AND REFLECTS




3 THE ATTACK ON NATO 16 MORE PREDICTABLE, AND REFLECTS
WHAT §8 LIKELY TO BE A RECURRING THEME IN THE NEXT FEW MONTHS.
NO DOUBT SUPPORT OF THE -SOVIET LINE IS PART OF THE PRICE
THE POLISH GOVT MUST PAY, BUT THIS APPROACH 18 UNLIKELY
TO CUT MUCH ICE WITH THE PEOPLE WHATEVER {TS EFFECT ON
EAST=-WEST RELATIONS, BUT THERE 1S SOME GENUINE RESENTMENT

© AT THE SENSATIONAL REPORTS OF THE WESTERN MEDIA
{ CF REMARKS TO ME BY B)SHOP DABROWSK!) 3

PRIDHAM
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[NFO ROUTINE MOSCOW PRAGUE SOF A BUDAPEST BUCHAREST EAST BERLIN
BELGRADE UKDEL NATO WASH INGTON PARES BONN HELSINKI STOCKHOLHM

M) DUK

KANIA*S SPEECH TO THE CONGRESS PREPARATORY COMMISSION

1, FOLLOWING ARE EXTRACTS FROM KANIA*S SPEECH AT THE
WEEKEND TO THE FIRST MEETING OF THE CONGRESS ;
PREPARATORY COMMISSIONg
Yr ACTIONS FROM THE POSITIONS OPPOSED TO US ARE ST!LL
YAKING PLACE. AT VARIOUS MEETINGS AND GATHERINGS
REPRESENTATIVES. OF THE KOR VOICE VIEWS WHICH NOT ONLY
FAIL TO SERVE STABILITY IN THE COUNTRY BUT ARE AlMED
AGAINST THE FUNDAMENTAL INTERESTS OF SOCHALIST POLAND.
THE SITUATION IN THIS COUNTRY 1S STILL GENERATING GREAT
INTEREST IN THE INTERNATIONAL FORUM, WE TAKE NOTE OF
ALL OPINIONS ABOUT US. WE WELCOME THE KIMD VOICES, THERE
ARE MANY OF THEM, YET WE ALSO WITNESS ATTEMPTS AT
CREATING AN ARTIFICIAL ATMOSPHERE OF EXCITEMENT AND TENSION
AROUND OUR COUNTRY, AT EXPLOITING THE EVENTS IN POLAND
" FOR THE REALIZATION OF ENDS WHICKH NOT ONLY RUH COUNTER
T0 OUR INTERESTS BUT ALSO TO THE INTERESTS OF DETENTE
AND WORLD PEACEsevsnssen?? *% IT IS SYMPTOMATIC THAT AT THE
SAME  TIME A FLURRY OF STATEMENTS AND COMMENTS WAS
WHIPPED UP IN THE WEST, WHOSE CONTENT REMAINS (N




WIEPPED UP 1M THE WEST, WHOSE CONTENT REMAINS IN
CLAR[NG COMTRAST TC OFFICIAL DECLARATIONS ON
M- | NTERFERENCE IN THE INTERNAL AFFAIRS OF OUR COUNTRY,
THE MASS MEDIA HAVE BEEN RECENTLY JOINED N THEIR
SPECULATIONS BY NATO*S LEADERSHIP CIRCLES AND OTHER
POLITICAL CENTRES IN THE WEST. AN ALARMISY CAMPAIGN OF
ABSURD INGINUATIONS ABOUT DANGERS 7O POLAND ON THE PART

" U QF HER ALLIES 15 CONTINUING. INSINUATIONS OF THIS KIND
HAVE BEEN CONTATHED (N THE COMMUMIQUES FFROM THE RECENTLY
CONCLUDED SESSION OF THE NATO COUNGILe OF PARTICULARLY
PROVOCATIVE AND COLD=WAR NATURE ARE THE STATEMENTS BY THE
NATO SECRETARY, LUNS. WE STRONGLY PROTEST AGAINST SUCH
ACTIVITIES. THE WEST!S PRESENT POLITICAL AND PROPAGANDA
CAMP AING DOES NOT SERVE THE PROCESS OF NORMAL | SATION
AND RENEWAL OF SOCIAL LIFE IN POLAND, THIS 1S A HIGHLY
IRRESPONSIBLE GAMBLE WHICH NOT ONLY HAMPERS THE
STABIL ISATION OF [NTERNAL SITUATION N OUR COUNTRY
BUT . ALSO LEADS TO THE AGRAVATION OF RELATIONS
BETWEEN THE WEST AND THE EAST, TO THE UNDERMINING OF THE
DETENTE PROCESS IN EUROPE AND TO THE GROWTH OF INTERNATIONAL
TENSION, PEKING HAS RECENTLY JOINED IN THAT CAMPAIGH
AND REMAVIOUR CONTRARICTING THE INTERESTS OF
PEACE AND DETENTE, '
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TO IMMEDIATE FCO

TELEGRAM NUMBER 545 OF 22 DECEMBER

INFO ROUTINE MOSCOW PRAGUE SOFIA BUDAPEST BUCHAREST
EAST BERLIN BELGRADE UKDEL NATO WASHINGTON PARIS BONN
HELSINK) STOCKHOLM MODUK

DISSIDENT STATEMENT ON THE CHURCH.

1. KOR IN A SHORT STATEMENT |SSUED OVER THE WEEKEND EXPRESSED
ITS SORROW AT REMARKS OF FATHER ORSZULIK, HEAD OF THE

PRIMATE’S PRESS OFFICE, ABOUT THE ACTIVITIES OF KOR AND

JACEK KURON. THE STATEMENT SAID THAT THESE REMARKS WERE

IN DFRECT CONTRADICTION TO THE HISTORICAL ROLE OF THE CHURCH.
ORSZULIK*S REMARKS, WMICH ACCOMPANIED THE CHURCH’S

COMMUNI QUE, HAD INCLUDED IN ITS INTERPRETATION OF THE

CHURCH’S STANCE ON THE LIMITS WITHIN WHICH THE **RENEWAL®’

CAN BE CONDUCTED A SPECIFIC ATTACK ON KOR.

2. ORSZULIK 18 ONE OF THE CHURCHMEN WHO EMPHATICALLY
BELI1EVES THAT THE CHURCH SHOULD SUPPORT THE REGIME IN
ORDER TO AVOID DISASTER. HIS VIEWS ARE PROBABLY STRONGER
THAN THOSE OF MOST BISHOPS, EVEN INCLUDING DABROWSKI!

( MY TELNO 54@) , WHO WAS RATHER DEFENSIVE ABOUT THE
COMMUN | QUE WHEN | CALLED ON HIM LAST WEEKa.

3. ORSZULIK’S REMARKS HAVE BROUGHT INTO THE OPEN DIFFERENCES
OF APPROACH BETWEEN THE CHURCH AND THE DISSIDENTS WHICH

WERE PREVIOUSLY MUTED: INDEED THIS IS THE FIRST INCIDENCE

OF A PUBLIC RIFT BETWEEN THE TWO BODIES. IT LOOKS AS IF HE
SPOKE OUT OF TURN AND H1S REMARKS MAY ALSO HAVE DEEPENED THE
ALLEGED RIFT WITHIN THE CHURCH. CERTAINLY SUCH PRO=D!SSIDENT
BISHOPS AS TOKARCZUK AND EVEN ARCHBISHOP GULBINOWICZ CANNOT
HAVE BEEN HAPPY WITH 1T, MEANWHILE THE PARTY MAY TAKE
SOME COMFORT AT THIS EVIDENCE OF DISARRAY AMONG

ITS OPPONENTS.
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TO IMMEDIATE F C O LONDON TEL NO 253 OF 2¢¢ DEC 84,

REPEATED FOR INFO PRIORITY TO WARSAW, MOSCOW, EAST BERLIN,

UKDEL NATO, AND BONN, ROUTINE TO BUDAPEST BUCHAREST AND SOFf A

VISIT OF FRG FOREIGN MINISTER TO PRAGUE: POLAND.

BLECH, POLITICAL D-G IN THE aoﬁg FOREIGN MINISTRY, REPORTED AT

E C BRIEFING THIS MORNING THAT P M STROUGAL AND PRESIDENT HUSAK
HAD BOTH MADE A POINT YESTERDAY OF TELLING GENSCHER THAT THERE

WAS NO INTENTION OF A MILITARY INTERVENTION IN POLAND. STROUGAL




EC BRIEFING THIS MORNING THAT P M ST)H?UGAL AND PRESINENT MUSAK :
HAD ROTH MADE A POINT VESTERDAY OF TELLING GENSCHER THAT THERE @)
WAS NO INTENTION OF A MILITARY INTERVENTION IN POLAND. STROUGAL
REFERRED TO H1S ATTENDANGE AT THE WOSCOW SUMMIT, AND SAID THAT

" POLAND SHOULD ** SOLVE ITS OWN PROBLEMS BY [TS OWN MEANS'®,
SUBSEQUENTLY HUSAK, WHO ALLUDED TO THE TWO EARLIER POSTPONEMENTS ‘
OF Gﬁﬁscusns' VISIT (CHARTER 77 AND AFGHANISTAN) SA{D‘fHAT

HE WAS "*GLAD N0 OBSTACLE HAD COME UP®' THIS TIME. HE, HUSAK
HAD SPOKEN PERSONALLY TO BREZHNEV THAT MORNING (THE LATTER'S
BIRTHDAY) AND [N THEIR DISCUSSION OF FUTURE PROSPECTS FOR
EUROPEAN AND WORLD PEACE AND COOPERATION THEY HAD LOOKED AHEAD
T0 GENSCHERS PROJECTED VISIT TO MOSCOW NEXT SPRING **AGAINST
WHICH NO OBSTACLES SHOULD AR|SE’?. :

2. BOTH BLECH AND FRG AMBASSADOR DIESEL EMPHASISED THAT

THEY WERE REPORTING THIS '*CLEAR MESSAGE'® AS THEY HAD RECEIVED
IT, AND REFRAINED FROM OFFERING AN |MVEDIATE EVALUATION.
GEHSCHER, WHO HAD SPOKEN TO THE LUXEMBOURG AND BRUSSELS
'ranULAf:ows, ASKED STROUGAL WHY, [N VIEW OF WHAT HE NOW SAID,
THE OFFIGIAL COMMUNIST MEDIA HAD BEEN S0 THREATENING TOWARDS
POLAND. LATTER"S REPLYSWAS 10 COMPEAIN THAT-WESTERN MINISTERAIL .

STATEMENTS AND MED) A OUTPUT HAD BEEN UNHELPFUL.

3»  THE CZECHOSLOVAKS EMPHASISED THE |"PORTANCE OF ! GENSCHERS'




AIN THAT WESTERN MINISTERAIL

‘STATEMENTS AND MEDIA QUTPUT .HAD BEEN UHHELPFUL.

3s  THE CZECHOSLOVAKS EMPHASISED THE 1MPORTANCE OF GENSCHERS®

VISIT AS THE FIRST HIGH LEVEL EAST - WEST CONTACT SINCE THE

MOSCOW SUMMIT, THEY TREATED POLAND AS A PROPER SUBJECT FOR

SERIOUS DISCUSSION BETWEEN TWO OF HER CENTRAL EUROPEAN NEIGHBOURS,

AS DISTINCT FROM AFGHANISTAN ON WHICH THEY HAD LITTLE TO SAY,

4o FULLER RECORD OF BRIEFING WILL FOLLOW. GENSCHER SPENDS
TODAY IN BRATISLAVA BUT THE GERMANS DO NOT EXPECT ANY NEW
POKINTS OF SUBSTANCE TO ARISE WHILE HE |§ THEREs BLECH

DOES NOT PROPOSE FURTHER EC BRIEFING ON RETURN TO BONN
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Ref: A03842
CONFIDENTIAL

PRIME ISTER
(i

Aid for Poland

The Foreign and Commonwealth Secretary mentioned in Cabinet this
morning that he would be raising Aid for Poland at OD this afternoon, He
added that he and the Chancellor of theExchequer were in full agreement on the
subject. This is good news if true, since their officials certainly are not.

2. The Foreign and Commonwealth Secretary's minute to you of

16th December (PM/80/85) included a passing reference (paragraph 2) to the

line we should take with the Poles in the context of the meeting of the creditors

club which is due to be held in Paris on 22nd=23rd December (but may now be
postponed at American insistence). The Chancellor of the Exchequer's
minute to you of 17th December challenges this and suggests a more cautious
line. The Chancellor is known<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>