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CORFIDENTIAL

®

10 DOWNING STREET

LONDON 5WIA TAA
From the Private Secectary 23 July 19350

Thank you for your letter of 14 June about the pos=zibility
of establishing an organisation to give aid to political parties
abroad. I have discussed this with the Frime Minister whosea
views can be summarised as:

= Ehe agrees that a Trust would be preferable to a
Governmant Fund}

= she thinks that the amount should be mors mode=st: £7m
over five years;

-~ she agress that the Trust should not bBe funded from
the Ald Programme.

The Prime Minister would ke content for discussions to
praoceed with the Treasury on this basis and for a discussion
paper to be circulated to other parties in the House of Commons,
| should be grateful if you would let me see the paper before it
18s8Ues.

I am copying this letter to John Gieve (EM Treasury).

CHARLES POWELL

J B Wall Esg LVO
Foreign and Commonwealth Office
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Foreign and Commonwealth Office

London SWIA 2AH

23 July 1530

Dm Cxon len ]

Political Aid

Thank you for your letter of 18 July confirming that
the Prime Minister is content for discussions to procead
with the Treasury on the establishment of a Political Aid
Trust of £7 million over five years.

There is one small procedural difficulty: although
Stephen Wall's letter of 14 June covering a discussion
paper on political aid was copied to the Treasury, the
subsegquent correspondence (your letters of 15 June and
18 July and Simon Gass’ of 16 July) has not been seen by
them. Rather than retrospectively reveal this
correspondence,; I wonder if yvou would be abkble to record
the Prime Minister's views on political aid in a separate
letter to me, copled to the Treasury.

I encleose a possible draft.

Jonn 2uner

i

LSS

(R H T Gozney) lﬁ
Private Secretary

C D Powell Esg
10 Downing Street
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DRAFT LETTER FROM CHARLES POWELL

TO STEPHEN WALL ESQ, FCO

Thank you for your letter of /14 June about the
possiblity of establishing an organisation to give aid to
political parties abroad. I have discussed this with the

Prime Minister whose viewse can be summarised as:

She agrees that a Trust would be preferable to a
Government Fund;

sghe thinks that the amount should be more modest:

£7 million over five vears

she agrees/that the Trust should not be funded from
the Aid E‘fﬂqramme+

The Prime Minister would be content for discussions
to proceed with the Treasury on this basis and for a
discussion paper to be circulated to other parties in the
House of Commons. I should be grateful if yvou would let

me saé the paper before it issues.
:;df}lf
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10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secrerary

1B July 1990

POLITICATL ATD

Thank you for your letter of 16 July about the proposal for
a political aid Trust. The Prime Minister would be content for
discussions to proceed with the Treasury on the basis sat out in
your letter: that is a fund of £7m. over five years, which would
be separate from the aid programme.

I should be grateful if you could let me see the paper to be
circulated to parties in the House of Commone before it issues.

Charles Powell

Simon Gass Esg
Foreign and Commonwealth Office
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Foreign and Commonwealth Office

London SWI1A 2AH

16 July 1990

Political Aid - Q’j I

U1 o
Your letter af#}E“the recorded the Prime Minister’s
positive reaction to the proposal for a political aid
Trust.

Az far as the level of funding is concerned we
originally suggested £9 million for the first five years
of the operation of the Trust. This is a small sum
compared with that spent by others such as the Germans.
It could be reduced to £7 million over five years; balow
that overheads would take an undue proportlion of the
money.

The Fareign Secretary has considered your second
polnt carefully (the pessibility of funding the Trust
through the ODA budget). In hi= view this would have
some serious drawbacks :

- One of the advantages of a political aid Trust as
opposed to a government fund will be its ability to
operate at arms-length from the Government. S0 usa
of the Aid Programme, directly or indirectly, to
finance the Trust would reduce the Trust’s
cradibility.

There could be international and domestic criticism
for using aid monies for political ends and
accusations of government interference in the
internal political affairs of recipient countries,
which could make it more difficult to achieve other
aid cbjectives including economic policy reforms.

The Foreign Secretary therefore believes that the
most effective way to fund a programme would be by a
grant in aid from the Treasury, as is the case for the
International Parliamentary Union and other similar
organisations.

JIf the




If the Prime Minister ie content we will discuss
with the Treasury, with a view to Mr Waldegrave
circulating a paper to parties in the House of Commons.
This would describe in more detail the possible shape of
a political aid Trust.

(5 L Gass)
Private Secretary

C D Powell Esq
10 Downing Street







10 DOWNING STREET
LONDOM SWIA JAA
Frem the Private Secretary 12 July 19%0

ASSISTANCE TO EASTERN EUROPE

The Prime Minister was very grateful for
your Secretary of State's full report of his
series of visits to Fastern Europe, which she
read with interest.

DOMINIC MORRIS

Martyn Waring, Esqg.,
Department of Employment
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ASSTSTANCE T0O EASTERN EUROPE

As you will be aware I have been undertaking a series of visits to
Eastern Europe to explore what assistance we might offer in the
labour market area, I wvisited Cgechoslovakia from 13-15 May,
Huongary from 3-5 June and Poland from 23-26 June. In all threa
—

countries I was able to reach agreements with the Governments for
a programme of assistance to be supported by the Enow How Fund. 1

am writing now to let you know of my conclusions on my visits.
Czechoslovakia

As you will know from your own meetings with President Havel in
March, Czechoslovakia had not immediately followed the example of
Poland with its rapid pa;E_EE_iafarm1 Nevertheless, it was clear
from my talks with Ministers that the Government now wants to make
rapid strides towards achieving a market BCONOmMY , with

international competition, convertibility of  currency, a
BigniEEEEHE_;EHuctiﬂn in state ownership, the removal of price
controls and the elimination of subsidies. However there was
concern from all parties that such reforms and the inevitable
industrial restructuring would lead to a rise in unemployment.

Bafora my wvisit my officials had discussions, both here and in
Czechoslovakia, with the Federal Ministry of Labour and Social
Affairs about British labour market policy and the institutional
framework within which it operates. The Ministry identified three
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particular areas where it was looking to Britain for assistance.

Firet, the Czechoslovaks need as a priority systems for training

and retraining their adult workforce - I myself visited a factory

and training institution in Brno which was making the transition
from the armaments industry to civil industrial production.
Secondly, they need to develop employment services now that they
are faced for the first time with the problem of pecple out of
work. Thirdly, they need to manage large scale structural changes
within industry and were therefore attracted by the British

success in the promotion of enterprise and the development of
small firms.

I was therefore able to agree with my opposite number, Mr Petr
Miller, a programme of assistance to be supported by the Enow How
Fund, and I signed an agreement of co-operation between the United
Kingdom and Czechoslovakia for immediate assistance in these three
areas, as follows:

Very shortly a small team of ocfficiale will wvisit Britain to
study our +training arrangements, both through discussions
with my Department and on short term attachments to outside
organisations. I intend that such discussions should lead to
the development of a menu of training and enterprise
assistance projects. I have in mind, for example, projects
for the Czechoslovaks to analyse s8kill needs, for the

—— e r—

training of trainers or the development of distance learning

techniques and systems.

("=

o

Support for the development of small firms

We are drawing up proposals for promoting and supporting the
development of small firms in Czechoslovakia. Areas which
are being considered include the production of training
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materials and the development of local counselling and

advisory services for those setting up in business. I met in

Prague the newly formed Association of Entrepreneurs, and its

leaders clearly recognised the need for such an approach.

o

The development of employment services

A small team of officials will come to Britain to make a
study of the Employment Service Agency. This should be
followed by our providing preliminary training for
Czechoslovak managers in the establishment of systems to
advisa unamployed people and help them back into work, and
systems to pay unemployment benefit.

A further specific area of study which the Czechoslovaks want to
undertake in the l“EEE: term is the handling of the restructuring
of Britain's coal, steel and heavy engineering industries. The
problem of major changes in these industries, in 'EE}ticulﬂr
localities which depend exclusively on thesa sactors for

employment, was & concern expressed by everyone I met. I am gura
that much can be learnad by the Czechoslovakas from the experience,
for example, of British Steel at Corby, and 1 agreed that this was
a further area which should be developed.

In addition I agreed in Prague that my Department should second a
—
senior member of staff (At Grade 5 level) to the Federal Prima

Minister's office to provide direct advice to him as the

Government introduces its economic reforms. I think this would be

a wvery fitting mark of our wish to provide concrete and immediate
assistance to Czechoslovakia under the Enow How Fund. The
arrangements are now advanced and I hope that the official chosen
will be in Prague by September. Czechoslovak officials will also
come to Britain in September to study British training and

employment programmes.

Throughout my visit to Czechoslovakia I was met with enormous good
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will which I am sure you will discover in your visit later in the
yvear. Petr Miller, the Minister of Labour, emphasised at the
final pr;;E-EEEference of the visit that although there had been a
number of visits from other countries in recent months, this was
the first firm offer of practical help which they had received.
Following the elections last month Petf-Hiller has zretained his

place in the Government, and I am confident that the secure links,
-'"fa &= 5 s
astéblishaed with him and his Ministry, will be maintained.

Hungary

My visit to Hungary came at the time when the newly elected
Government was settling into office. This may partly explain an
apparent lack of urgency and clear vision on the part of the
Ministers I met about tackling the decaying and inefficient state
industrial sector and moving rapidly into a market economy. The
significant burden of foreign debt and a grave lack of domestic
E?pital for investment were presented as significant obstacles E;
a rapid privntiaatiﬁa programme . Although everyone I met was
frank about the mistakes in the past there seemed to be a lack of
awareness of the possible extent of the lmminent unemployment
problem and a lack of commitment to take hard decisions. Tha
uncertainty was egually apparent in the workplace. I wvisited the

Csepel Ironworks, which exemplified many of the problems of
overmanning and inefficient production. In talking to the
workforce there I found little excitement at democratic change but
rather concern about jobs and wage prospects.

The new Labour Minister, Sandor Gyorivanyi, holds one of the two
Ministerial posts secured by the Smallholders Party in the
coalition. Although it was still unclear how much weight he could
command in the Govermnment, he and his Ministry were very receptive
to the advice I had to offer.







