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PRIME MINISTER'S VISIT TO THE UNITED STATES
25 - 28 FEBRUARY 1981
STEERING BRIEF

Brief by Foreign and Commonwealth Office

INTRODUCT ION

The Prime Minister will be the first Western head of Govern-
ment to visit the United States since President Reagan took office
in January. At home the President will be heavily preoccupied
with the economy, having just announced a drastic programme of
reductions in public spending coupled with tax cuts. Abroad,
the first weeks of the new administration have been characterised
by emphasis on the need to meet the Soviet threat and the
importance of consultation with America's allies. There is now
the special problem of El Salvador.
2. The administra*tion has been slow at making appointments below
Cabinet level, and some of these are still being held up by
Congress. Policies in many fields are undecided, with the like-
lihood of differences between the State Department and the White
House. The American leaders will be ready to listen to an ally
whom they much respect and with whose Government they feel they
have much in common.
3% A list of the briefs is at Annex A and personality notes

are at Annex B.
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Invitation to President Reagan

Kk
4 The Prime Minister will wish to ta ]
' an the invitation to visit this country

e an early opportunity of

renewing to President Reag

hich she extended in her message of congratulation on his election,
Wi

British Objectives

5 Our objectives for the visit as a whole are

(a) to demonstrate to President Reagan the fundamental importance
we attach to our relations with the United States in NATO, in
United States/European Community co-operation, and bilaterally,
and the value we see in consulting on and co-ordinating policy
in all three contexts;

to strengthen the President in his apparently favourahle view
of Britain in general, and of the Prime Minister and her
Government in particular;

to reinforce the stated desire of the new President and his
Secretary of State to consult closely and frequently with
their NATO allies;

to impress upon President Reagan the importance and value of

European political co-operation and the fact that it pulls i
S 1n

the same general direction as United States 1ntelests,

to discuss the need for Co-ordinated polici,
iens,
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approach to defence equipment collaboration with the United
States, and to convince President Reagan of the importance
of a defence policy which secures a positive and cohesive
response from Euronean allies;

(h) to elicit from the President some indication of the new
administration's views on the Middle East, to explain
European objectives in the Middle Fast, and to persuade him
of the need for the United States to take a fresh look at the
Palestine question with a view to a co-ordinated allied
approach to the problems of the area;

(i) to persuade the Americans (a) to oppose sanctions against
South Africa, but to obtain a price from the South Africans
for doing so, and (b) to continue tc support the objective
of internationally recognised independence for Namibia;

(j) to seek an indication of the new administration's domestic
eccnomic policies and objectives and of their views of the
prospects for international economic relations (including
aid questions), particularly in advance of the forthcoming
North-South Summit in Mexico and the July Economic Summit at
Ottawa;

(k) to seek an agreed approach to international energy issues
including the r~le of the IEA and to press hard for earlier
deregulation of United States natural gas prices;

(1) to ensure that the President is aware of Her Majesty's Govern-
ment's continued belief in the rightness of our domestic
economic policies and our confidence in their ultimate success:
and to administer an antidote to recent criticism of those

policies in the United States:

TR
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i thof the
to give the president and his advisers an accoun
- nd Her Majesty's

realities of the Northern Ireland sitvation & (£) to exchange views on a co-ordinated Western response in the

Government's policy there and of the efforts we and the event of a Soviet invasion of Poland, including significant

Irish are making to develop the ‘unique relationship'; economic sanctions by the Europeans as well as the Americans;
(n) Central America: to reach the closest possible understanding (g) to express the need for caution in the Arab-Israel dispute, and

with the Americans on how best to handle the problem of El1 for the co-ordination of US and European efforts; and to

Salvador; and to ensure that the President and his advisers reiterate the importance the US attach to the secur1t§ of

understand our objectives in Belize and to win their support Israel;
for early independence for that country with some kind of (h) to ensure that Britain continues to make a permanent contri-

international defence guarantees. bution to Caribbean security and, in so far as Britain has

infl ‘Te- ish-
Probable US Objectives influence there, to persuade us to work for the re-establish

2 ment of stability i 1 ica; i e to
6. In his first major exchange of views with an European ally, of stability in Central America; and iniany case t

President Reagan is likely to wish : secure British support for their new hard-nosed attitude

towards Cuban-inspired revolutionary activity in Central
(a) to demonstrate the sincerity of his undertaking to consult with 3 i 3

America's allies; America.

; RESUME OF BRIEFS,
(b) to show the American public that the conduct of United States

East-West Relations (including Poland, Afghanistan, Arms Control,

foreign polic
bl y is in capable hands, and that their new President f No.2
detente). Brief No.

can perform effectively with, and is respected by, a forei
> ign

leader A 75 We attach importance to close and effective consultation
who is herself widely respected in the United States;

within the Alliance as the best way of managing East-West relations

( € essentia )
c) to demonstrate th 1 solidarity of the Alliance

while

persuading us to and minimising opportunities for Soviet wedge-driving. High degree
increase or at least maintain our contribut
ution

of common interest within NATO in withstanding Soviet pressure.

We should continue to stress the very serious cons<equences of any
foreign intervention in Poland, while giving the Soviet Tlmion no
pretext for claiming that the West is interfering. Over Afghanistan
and Pakistan, it will be helpful to know how President Reagan's
thinking is developing. Is the United States likely to take steps
to apply more effective pressure on the Russians over Afghenistan?
The President of Pakistan has expressed the hope that the Prime
Minister will represent to President Reagan that the stability and

G
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t. Do the
istan are of major jnterest to the Wes
£ Pakis

ntegrity © .
: a closer relations

1 hip with Pakistan? m
develop
Americans aim te

must be aimed primnrily

uble decision on TNF and

at enhancing our security. We

control the French proposal for

the do
support SALT, i iy
a CDE; and attach importance to UK-US collaboration

Defence Policy in the NATO area gincluding the NATO Review),
enc

Gulf and S W Asia. Brief No.3

the

8 Some adjustments to UK defence programme are inevitable for

financial reasons, but the UK's commitment to the Alliance is as

strong as ever. New challenges face the Alliance at a time of
severe recession. Our purpose in suggesting an independent review
of NATO is to promote cost-effectiveness and to reinvigorate the
Alliance. The UK supports the US determination to improve the
defence of Gulf-South West Asia and is ready tc make a modest

complementary contribution.

UK Defence Programme, equipment co-operation and sales.
Brief No.4

9. A strong European defence industrial base is vital, The more

we are able to co-operate in equipment procurement, the better it

will be for the whole Alliance. It is in both US and UK long-term

int
nterests to make this work, particularly on the AV8B We should

like to see i
more straight Us purchases which would show the American
commitment to, and understanding of, the E

uropean iti
Northern Frailand Position,

including arms for the Ruc and
Anglo-Irish relations),

10

Brief No.5
« In view of the
strong stapg that Mr Haig has t ;
national terrorism. We can look t R iter-
{e}

Sympathetic to pyg:
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The failure of attempts to make political progress last year was
a disappointment, but the most imnortant development has been the
concerted effort of the Prime Minister and Mr Haughey to ‘mprove
relations between the two countries.

Regional Questions. Brief No.6

11. i. Near East, especially Arab-Israel

There is a need for a fresh look at alternatives to Camp David

SO0 as to enable the other Arabs, and especially the Palestinians,
to participate; we want to complement, not compete with US efforts.
The Ten are working on ways to contribute: we may be able to move
the Arabs towards recognising Israel.

ii. Southern Africa-Namibia -Zimbabwe

Nemibia the first priority. A settlement would allow South Africa
breathing space and give the West time to reassess policy. We
need to ensure that rapprochement with South Africa yields concrete
benefits. A period of quiet US-led diplomacy should, after the
South African election, lead to reappraisal of whether grounds for
a settlement exist, and at what price. An internationally
recognised settlement - ie involving SWAPO - is in western interests.
Short-term goal remains to avoid sanctions demands. We hore the
US will think carefully about the implications of any support for
UNITA in Angola. We would also hope to convince the US of the
political necessity of backing Mr Mugabe with generous aid.

iii. The Gulf and Iran-Iraq

Recent progress on co-operation between Gulf States partly designed
to ward off unsolicited US military aid, which Gulf States are

reluctant to accept in view of US policies over Arab-Israel dispute.

=




i ulf States more
d consult saudi Arabia and the G |
it P f and Indian Ocean. More high-

policy towards Gul ‘
The fighting in Iran-Iraq war 1is now

e for the West to play at the

closely on US

jevel US visits would help.

No mediatory roli
bogged down. . i
t We should concentrate on stopping the war spr g

moment .

i i sure on the
encourage our friends in the area to maintain pres

iati e of
belligerents to come to the negotiating table. Releas

American hostages should help pave way for better relationship

between Iran and the West. We want a normal relationship with

Iran, but this is not possible while four British detainees are
still held.

iv. China

What are the prospects for US-China relations, with marticular
reference to the Taiwan complication? Our own relations are

very satisfactory, although the commercial outlcok is discouraging.

v. Caribbean and Central America

In Central America we share the US objectives of encouraging

stability and combatting Cuban influence in Central America, althourh

our own role is limited. We hope that the more extreme rightist

Governments (E1 Salvador in particular) will in the longer term be
able and willing to tone down their security measures and co-

operate with genuinely democratic political elements We greatly
valued Ambassador Eagleburger's visit and us readiness to consult
on developments and policy in the region, The visit will i

an oprortunity io review economic angd politi ¥
Caribbean, including ys policy towards Cuba

to maintaining regular US-pk

cal trends in the

We attach importance

Canada cong :
ultat &
If the Americang €Xpress conc B oo,

to Caribbean mini-Stateg

» We can exp]
e Plain oyr Position ang reassure
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vi. Belize

We hope the Americans will support our efforts to bring Belize
to independence. We understand that they may wish to improve
relations with Guatemala and hope that any improvement will be
conditional on Guatemalan acceptance of an independent Belize.
Will the US tell the Guatemalans that, if they are not willing

to come to a settlement of the dispute over Belize, they will not
have US support; without a settlement would the US participate in
international consultative arrangements to help guarantee Belize's
security?

vii, Falkland Islands

The visit will provide a good opportunity to inform the President
of the outcome of the latest round of talks with Argentina (being
held in New York on 23 and 24 February).

Vietnamese Refugees. Brief No.7

12. A defensive brief on Vietnamese refugees in Hong Kong is
included. HMG are grateful for what the US Government has done
in Hong Kong and will be reviewing its own programme after Tord
Carrington's visit in March.

US Internal Political and Economic Scene. Brief No.8

13. President Reagan's landslide victory in November reflected

the mood of the country - a wish to see the United States reassert
itself. Strong Cabinet team with a prospect of State Department-
NSC in-fighting being reduced, at least at first. Policies still
at the formative stage. Republican majority in the Senate

should ease the passage of Bills.,

CONFIDENTIAL

(8]




jted Kingdom
Exchanges about United states and Unite

il £ No.9
ic Policies. Brie :
Economi n's policy approach. Public

14. Sympathetic to President Reagal
int is necessary to free resources for the private
i

expenditure restra :
s the need to get a grip on public

sector. UK experience show:

expenditure from the outset.
Monetary Policy. Brief No.1l0

International Economic and

15. The world recession has probably now bottomed out. Inflation
has fallen from its peak but there is a long way to go before non-
inflationary growth can be restored. Meanwhile regrettably high

unemployment; but there is little scope for policy relaxations.

Prospects for Mexico and Ottawa Summits. Brief No.1ll

16. We have said we want to attend the Mexico Summit. Us
participation is desirable; we think so too. Would President

Reagan consider going and on what conditions? Ottawa preparations

satisfactory, Progress of industrialised countries in reducing

inflation and creating conditions for growth may need review
in July,

Ener i~ternational and bileteral), Brief No.12
gy ( )5 5

L7 n scl 1 S S Lg appro
In discussion of energy issues we seek an agreed ap ach on

international
aspects, stressing the key role of the Int
nternational

Energy Agency Re 1% eed
IEA ™p. i
( ) and i ressing upon President agan th
e € n

£
Or the United States to Proceed with
2 of

natural gas prices. apid deregulation of )

Shigging: Civil Actions against UK Companies. Brief No.13
. € treble dam €€ cases ar Sing fr t Us
18. Th, treble g 2, as 3 om the

order of $250 million are currently being sought). This is an
example of US extra-territorial jurisdiction. HMG may wantf. to
return to the subject if the consequences of the cases are as bad
as we fear.

Counter-Terrorism. Brief No.1l4

19. We share the US concern over terrorism and agree on the need
for a firm response. No evidence of the Russians trying to control
terrorist groups directly although they have provided support for
what they define as national liberation movements; the position
needs watching. UK-US co-operation on counter-terrorism on a
sound basis but US courts reluctant te extradite PIRA members.

Anglo-US Defence Co-operation. Brief No.15

20. The issues here relate to Britain's étrategic force. Th=

UK has a direct interest in the continuation of thec ABM Treaty.

We shall need very close consultation if the US are considering
reviewing this. A defensive line is provided in case the
President raises Trident or the supply of special nuclear materials.
Brief No.16 provided by the Cabinet Office

UN_Matters (for use with the UN Secretary General)

21. With Mr Waldheim the Prime Minister might usefully discuss
Afghanistan, Cambodia, budgetary and staffing questions, refugees,
Iran-Iraq and the Delhi meeting of Non-Al igned Foreign Ministers.
The UN aspects of other current issues which might .s.v'ise are

covered in this brief.

Foreign and Commonwealth Office

19 February 1981

ARl
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ANNEX ‘A’

PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981

LIST OF BRIEFS TO BE ISSUED IN THE PMVH(81) SERIES

1. STEERING BRIEF
Brief by Foreign and Commonwealth Office

2. EAST/WEST RELATIONS (INCLUDING POLAND, AFGHANISTAN, ARMS CONTROL DETENTE )
Brief by Foreign and Commonwealth Office

3. DEFENCE POLICY IN THE NATO AREA, (INCLUD]NG THE NATC mwm), THE GULF AND
SOUTH WEST ASIA

Brief by the Ministry of Defence

4. UNITED KINGDOM DEFENCE PROGRAMME, EQUIPMENT CO-OPERATION AND SALES
Brief by the Ministry of Defence

5. NORTHERN IRELAND (INCLUDING ARMS FOR THE RUC AND ANGLO-IRISH RELATIONS)
| Brief by Northern Ireland Office

6. REGIONAL QUESTIONS

Briefs by Foreign and Commonwealth Office
! i. NEAR EAST, ESPECIALLY ARAB-ISRAEL
| ii. SOUTHERN AFRICA, NAMIBIA AND ZIMBABWE
: iii., THE GULF AND IRAN-IRAQ

iv. CHINA

V. CARIBBEAN AND CENTRAL AMERICA

vi. BELIZE

vii., FALKLAND ISLANDS.

7. VIETNAMESE REFUGEES

Brief by Foreign and Commonwealth Office
8. UNITED STATES INTERNAL POLITICAL AND ECONOMIC SCENE
Brief by Foreign and Commonwealth Office
: 9. EXCHANGES ABOUT UNITED STATES AND UNITED KINGDOM ECONOMIC POLICIES
Brief by H MTreasury

: 10. INTERNATIONAL ECONOMIC AND MONETARY POLICY
Brief by H M Treasury

: 11. PROSPECTS FOR MEXICO AND OTTAWA SUMMITS
‘Brief by Foreign and Commonwealth Office
1

CONFIDENTIAL




9. ENERGY (INTERNATIONAL AND BILATERAL ISSUES)
Brief by the Department of Energy

CIVIL ACTIONS AGAINST UNITED KINGDOM SH
Brief by the Department of Trade

1

TPPING COMPANIES
13. SHIPPING:

14, COUNTER TERRORISM
Brief by the Home 0ffice

15, ANGLO-AMERICAN DEFENCE CO-OPERATION
Brief by Ministry of Defence

16. ANGLO-UNITED STATES INTELLIGENCE CO-OPERATION
Brief by Cabinet Office

17. UNITED NATIONS MATTERS (FOR USE WITH UNITED NATIONS SECRETARY GENERAL)
Brief by Foreign and Commonwealth Office

Cabinet 0ffice

17 February 1981
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ANNEX 'B'
PRESIDENT REAGAN

Bf)rn 6.F€=bruary 1911 in Illinois. His father was an Irish
Catholic( and an alcoholic) and his mother a Protestant of
Scottish descent.

1932: Graduated from the Eureka College ( a small liberal
arts collepe) and became a broadcaster for a small radio
station in Iowa where was well known, as 'Dutch' Reagan,
for his football and baseball commentaries.

1937: Played the part of a radio announcer in his film
debut, going on to act in 50 films up to 1957.

1942-46: Served in the Army Air Corps achieving the rank
of Captain.

1947-53: President of the Screen Actors' Guild.

1954-62: Hosted 'General Electric Theatre' and 'Death
Valley Days'.

1966-75: Two term Governor of California.

1969 : Chairman of the Republican Governors'Conference.

1974-75: Member of Presidential Commission investigating
the CIA

1976 :  Ran unsuccessfully for the Presidential nomination

and subsequently founded the conservative political
action group 'Citizens for the Republic' which kept
his campaign organisation in being.

1976-78: Nationally syndicated radio commentator and news-
paper columnist. Speaker to civic, business,
and political groups.

13 November 1979: Announced his candidature for the
Republican Presidential nomination.

Reagan's first marriage to actress Jane Wyman ended in
divorce when she claimed he was too involved in politics.
He married his present wife (Nancy Davis) in 1952. He has
two children from each marriage.
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One of Reagan's closest
principal architect o
ture as Governor of Cal

Was one of the main
during the campaign an
policy of tax cuts comb

He has travelled widely |

No direct defence experi
make him a key figure in t
his support for increased de

'Cap the knife'.)Anglop




RICHARD V ALLEN: Assistant to t
Security Affairs.

Age 44. President of Potomac I
senior staff member of the NSC.
coodinator for Nixon's 1968 cam
to Kissinger in the early day:
left because he and Kissinger
foreign policy plank of the Rep
Member of the anti-SALT gro
Approached Reagan in 1977 o g
campaign. Accompanied Reagan on
Regarded as a man of somewh
grind against Kissinger.
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PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981
EAST/WEST RELATIONS (INCLUDING POLAND,
AFGHANTISTAN, ARMS CONTROL, DETENTE)

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

East/West Relations

1. Close and effective Western consultation essential for
management of East/West relations, and minimising
opportunities for Soviet wedge-driving.

2. Despite difference of emphasis,a very high degree of
common interest in NATO in withstanding Soviet pressure.

3. Afghanistan demonstrated that concept of detente of
seventies was applied unequally. Emphasis now on need

for 'stabilisation' of East/West relations (Schmidt/Giscard),
for Soviet restraint worldwide, and respect for others' interests.
1f Russians accept these criteria, willing to work for
constructive relationship with them.

Poland

4. Jaruzelski's appointment as Polish Prime Minister seems
to have provided a breathing space. But situation will
remain critical. Poland needs both political and economic
stability if Poles are to resolve problems without

outside interference.

of ngRET /5% A degree




and Eastern Europe
5. A degree of pluralism in Poland)

in the Western interest. It is the

more generally, is
Soviet Union which fears evolution.

ve
be designed to maximise chance that Poles can resolve

crisis without Russian intervention. This includes:

a. Financial Assistance. Must avoid Polish
economic collapse.
in Paris meetings of major Polish creditors. Some
form of debt resettlement unavoidable. Officials
are keeping closely in touch.

b. Warnings to Russians, privately and when
necessary publicly,against intervention and of

very grave consequences of an invasion. Must
continue to make clear that this would mean end

of detente with all that would imply.

6 Givi :
iving Russians no pretext for intervention

Im i
portant to avoid any action which could be construed

as Western interference,
6. Problem o
T how to react if Polish government resort
s

to repression P
- Poles may prese
nt this as on]
y way of

averting a Ryg

sian invasion and preserving some f

, reedom
Will have to reserve
event anqg give ‘

much weight to reactio
themselvesg . B

T

of manoeuyre,

Judgement until the

8¢
o /8- Atghanistan
e SECRET

Western policy should

We welcome American participation

Afghanistan

8. How is your thinking on Afghanistan and Pakistan
developing?
9. Will continue to work for complete Soviet withdrawal.
No sign of Soviet flexibility on substance but things are
not going their way. International reactions remain
strong; best that the Third World continue to keep in
lead. No signs of resistance effort slackening though it
remains ill-coordinated. Must maintain external and internal
pressure as long as necessary until Russians willing to
enter genuine negotiations.
10. Pakistan remains the key. President Zia has told us that
he hopes for a firmer American and Western commitment to
Pakistan. Do you envisage gteps 1R this direction?
11. Pakistan frequently accused of weakening. But their
wish to extricate themseclves is understandable, given
pressures from Soviet Union and refugee problem. Expect
them to continue to look for opportunities for negotiations
but so far they seem solid on Soviet withdrawal and the
other fundamentals.
12. What do you think of French proposal for an
international conference? Timing was clumsy but idea
may be useful at some stage. Proposal puts the Russians
in a corner. We intend to talk to the Pakistanis about
it again. If their own initiative for talks gets nowhere
they may come to see advantage in a conference. But we
should not be misled by talk about negotiations. Entirely
possible that the fighting will continue for a long time

/and that Russians

- 3 -

SECRET




crucial

for NATO.

17. [If raised] We have not yet

on what to do about the CTB negoti:
ready we would like to discuss a rang
Until such consultations are comp

to avoid public statements about pos:
ban policy. Abandonment of the neg
what we jointly decide, carry

longstanding commitment to the CTD
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BACKGROUND (to be freely used except where indicated)

POLAND

i1 The internal situation in Poland remains critical. Polish
Government hampered by turmoil within the Party. Differences
between conservatives and would-be reformers remain unresolved.
The latest reshuffle has left moderate wing in control but the
present government cannot afford to make further concessions.
Solidarity's deliberately decentralised structure has made it
impossible for Walesa and other moderates to establish a concer-
ted approach to the government. Some extremist elements causing
trouble. Demand of peasant farmers for their own union has

added an additional complicating dimension.

2. Against background of political confusion the economy has
continued to deteriorate with a further decline in productivity
and exports. Poland's failure to meet export obligations causing
serious problems for trading partners, particularly in CMEA.
Poland's external debt will amount this year to $26 billion and
has grown to unmanageable proportions. Without help Poland would
have defaulted on her international debts at the beginning of
1981. A series of meetings of Western creditors in Paris has
resulted in agreement by EC creditors to provide bilateral
interim assistance for the first quarter of 1981. UK has offered
new credits and refinancing credit to a total of €36 million,

of which €15 million is for the purchase of food under a special
EC offer. The US extended a substantial loan to Poland for the
purchase of American wheat but did not participate in the interim
arrangements because of change of Administration.

3. We are now looking to longer term. Western creditors
including Americans will meet in Paris from 23-25 February to
consider a multilateral debt relief operation, its possible

SEERGET_ /terms
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terms and conditions to pe required of the Poles. A positive
American approach appears to be evolving, but we are concerneq
lest Americans put too much emphasis on conditionality.  Some
conditionality is essential, but if Western demands are put in
form which the Poles cannot (or dare not) accept,the operation

may be delayed with unpredictable consequences; the Poles may
declare a moratorium; or the Russians may claim unwarranted

interference in Poland's affairs and decide to intervene

directly; or the economy may collapse, precipitating an invasion,

4. NATO contingency planning about political and economic

reactions, if there is intervention in Poland, is going well.
Embargo on trade in goods under new contracts seems a strong
possibility. Many lesser measures including interruption of

CSCE Madrid Review meeting and arms control negotiations also
probable.

AFGHANISTAN
5

Tepresentative

De Cuellay may
ET

have to ho1q

/bilatery

SECRET

bilateral talks with countries involved. Still uncertain
whether Russians will agree to receive him in Moscow, an
essential part of his work in our view.

7. Pakistanis have dropped several hints to us that they are
looking for massive aid and military assistance from Americans.
Americans have told us they are conducting a wide-ranging review
of US/Pakistan relations. On 19 February a letter from
President Zia to the Prime Minister was delivered in London
urging increased American and Western assistance for Pakistan
and expressing the hope that the Prime Minister will press this
course on President Reagan. (The message and a proposed reply
will be submitted separately.)

S.E.ASIA

8. [Not for use] No statements by President Reagan or

Mr Haig on future policy towards S.E. Asia since the elections,
although Mr Haig's role in the Vietnam War period (including
the invasion and bombing of Cambodia after 1970) has remained
controversial. It will not be an easy subject for them.

9. ASEAN states' current efforts to promote international
conference on Cambodia (approved 97-23-22 at 1980 UN General
Assembly) have been rejected by Vietnam. Despite pressure from
ASEAN, supported by Japan, the EC and Australia, Waldheim has
declined to take any initiative to implement this Resolution,
saying that USSR and Vietnam have told him they will not
participate. The pro-Soviet members of the non-aligned suffered
a further defeat when language calling for the withdrawal of
foreign forces from Cambodia was included in the 'Statement'
of the Delhi meeting.

ARMS CONTROL

10. New US Administration is undertaking a full review of
SALT (lasting possibly six months or more) as part of its

SECRET
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gotiate SALT II. Key jssues will be conLroVerSial
ene

pledge to I ‘
y jncluding Soviet he

elements of SALT I1 Treat

avy missiles;

the exclusion of Backfire; verification; and protocol Provisiong

o indication of new US negotia-

on cruise missiles. There is 0

ting position or general SALT strategy. Key factors are likely

to be: US strategic requirements; overall policy on East/West

relations (linkage); possible Soviet counter demands; and the
views of the new Senate.
11. The pursuit of TNF arms control negotiations (following
up the initial US/Soviet exchanges that took place in October/
November 1980) is becoming a political sine qua non for TNF
modernisation particularly in FRG. But the US SALT review will
almost inevitably embrace the US TNF arms control position.
There is thus danger of deep transatlantic differences deriving
from the European desire for early action on TNF arms control
and U? fnclination to give the strengthening of their military
;::jblllty PIIOLity over progress on SALT and hence TNF

ure o i i :

£ INF modernisation Programme would be major political

and mili
itary setback for Alliance. Important th
at US

igh the

US mi1s
111tary Bropramies
rly decisigp
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13. The tripartite CTB negotiations have made little progress
since autumn of 1978 owing to disagreements over duration of
the Treaty and verification issues (including the issue of
National Seismic Stations (NSS) on UK territory) as well as
the deterioration of East/West relations.
[Paragraphs 14-17 not for use]
14. Officials have been reviewing UK policy on CTB in light of
recent developments. Options identified (none are easy) are:
(a) abandon the CTB negotiations;
(b) continue to negotiate for a 3-year CTB;
(c) move to a threshold treaty which would lower the
existing 150 kiloton threshold in the unratified
1974 US/USSR Treaty.
15. Any change in our public commitment to negotiating a CTB
would entail serious political penalties, both internationally
and domestically. But a CTB which lasted for more than 1 or
2 years beyond the initial three year period would have serious
consequences for our (and the Americans') nuclear weapons
capability. A threshold treaty, with a threshold of about 30
kilotons, might be acceptable from the point of view of security
but it would not avoid the political penalties mentioned above.
16. The views of the new US Administration are unlikely to
become clear for some time yet. But President Reagan will be
less sympathetic than Carter to further restrictions on testing
and may be inclined to abandon the CTB negotiations. A
possible first step might be to ratify the existing US/Soviet
Threshold Treaty (although there are lingering doubts in
Washington whether some recent Soviet tests have been within
150 kilotons limit which both sides have declared they would
respect). Close US/UK coordination essential.
17. National Seismic Stations on United Kingdom territory:

SECRET- 10 - /Russians
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Foreign and Commonwealth Office

19 February 1981
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PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981

DEFENCE POLICY
(Brief by Ministry of Defence)

POINTS TO MAKE

Defence Expenditure

1. Congratulate President on robust decisions on US defence
budget. UK also firmly committed to Alliance defence efforts
despite economic problems. Defence budget increasing while
other programmes restrained. Met NATO's aim for 3% real growth
last year. This year and next taken together will be 5% -
precise split between them still uncertain, but does not affect
total. We plan 3% thereafter. Now spending over 5% of GDP

on defence, close behind US in NATO table.

2% Even so, hard to contain programme within available
resources - problem for all Allies, heightened for us by reces-
sion (industry concentrating on defence). Some adjustments

unavoidable; aim to concentrate resources where most valuable.

e Alliance has fulfilled its purpose well for over 30 years.
But events in South West Asia only the most recent reminder
that the world has changed. Time perhaps ripe for NATO to take

stock and chart firm course to meet new challenges.

|
!
|
i
:
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jet threat increasing, yet all Allies face rising
Sovie

4. :
ime of severe recession. De fence

equipment costs at a X .
budgets finite. Need for maximum cost-effectiveness Allia.uc&
wide.
5. We are concerned that NATO may not tackle these Droblepg
imaginatively through its standiag machinery. Possible case
for special arrangements eg independent review? Not a syp-

stitute for increased resources, but need to get better oyg-
put from resources. Hard choices inevitable for all Alljeg -
best to make them in co-ordinated way in Alliance framework,

Need focus for re-affirmation, re-invigoration, re-direction

of Alliance purposes and effort. Valuable both in itself ang

%o demonstrate Alliance's relevance and vigour to wnsure public
opinion in Europe.

6.
dried - aboyt the idea of 5 review,
8ivings.

aims., pcc

Your i
officials have a note in broad terms - not cut and

; Understand they have mis-
Ssue is sji

SIIDLy how best to further common and crucial
ept best pot to rush things now

= Glad to engage in
sions ovep next fey months aboyt how =
w

= : 0 proceed and to
8 common viey o what the en& Tesult S
s

Gulf/South West fei

hould be,

forceg
beyond, Keeps Eita s Tapidly jip South west alsia and
note RDJTF! o e Buessing _ 8ood deterren
8011 {43 ce. to
Tespects n llities pey Grag

— % /chance ... E |

chance of surviving political ups and downs, not aggravating
the latter. Will support US fully, have agreed in principle
to provide air staging facilities in the UK for RDJTF, subject

to joint decision at the time.

3% Glad to have been able to help with Diego Garcia. Hope

close US/UK consultation and co-operation will continue.

9. UK contributes direct to Gulf/South West Asian security
by defence aid and advice, occasional exercises. Can make
force deployments in peacetime or emergency eg four RN warships
(always two on station) plwus afloat support now committed to

Gulf patrol. Our resources complemént US effort.

Chemical Warfare (If raised)
10. Great Soviet preponderance worrying for deterrence, could
lower nuclear threshold. No clear UK view yet on future policy;

we value UK/US dialogue. Difficult subject politically in NATO.

Arms control solution would be ideal, albeit difficult; perhaps

Russians should be put under pressure on this?

BACKGROUND

Defence Expenditure

11. Republican feeling that European Allies do not pull

their weight will keep defence spending and 'burden-sharing'
high on NATO's agenda. The Administration is committed to
increasing its own spending and will look for solid effort from
others. President Reagan on 18 February announced substantial
increase in planned US defence budget, while planned social

programmes were to be cut. Mr Haig and lMr Weinberger have

- 3 -
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European efforts,

o do more. Hints of less emphasia

e spending, in favoyp of

but have stresseq
helpfully acknowledged
i i t
need for all (including Us)
age increases in defenc

on fixed percent Y
ffective output, were quickly glogge,

paying more attention to €

saplying vithiraval of US support for NATO'S % aim.

as not

12. To encourage favourable US view of our effort, the Prime

Minister might stress its continuing major scale in difficulg
circumstances, as Mr Nott did on 20 January in explaining

adjustments to our 1981/82 programme.

13. The Public Expenditure White Paper to be published on
10 March will show the following figures for the Defence Budget:

&M (at 1980 Survey Prices )

1979/80 1980/81 1981/82 1982/83 1983/84
9289 9750 9753 10051 10353 Wik

The 1980/81 figure assumes a cash overspend of about £260M.

Thi. 3
S would mean 5% real growth in 1980/81 and nil growth in

1981 i i
981/82 (leaving asige any "claw-back" for overspend) .

NATO Review

Mr Weinberger ig clearly keen

Rising €Quivment cogts and

/Toles

roles for which they were best suited, and so cut overheads

and duplication for national choices. A NATO review, with the
main aim of increasing cost-effectiveness, could encourage this
process

and provide a coherent framework for national choices.

An independent exercise would be needed to provide an adequate

catalyst.

15. The new Administration will want to rebuild a confident
and strong Alliance for the needs of the 1980s. There remains
a need to work out the 'burden-sharing' implications for Europe
of the diversion of US attention and forces to South West Asia.
These could be divisive issues, especially with defence budgets
under strain. A collective review could help the Alliance

tackle them with less friction and risk of recrimination than

through bilateral pressures.

16. A note on our ideas for the review - copy at Annex - has
been given informally to US officials (State, Defence, NSC).
Reactions during 17/18 February contacts were wary and sceptical.
We need not take this as the last word, but the chance of
successful launch at May NATO meetings (where US support would

be crucial) seems very low. Best course seems to suggest

further US/UK discussion in slower time, as new Administration

settles in.

17. We have not yet spoken further with FRG and France on
the idea - we wanted first to test US support. We would not

want US to talk to them before we do.
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culf/South West Asia

18. US Rapid Deployme

in March 1980 to give teeth to
mpt to control Gulf.

nt Joint Task Force (EDJTF) inaugurateq
doctrine that US will resigg

: i Over 200,000 men ear-
any outside &

marked, including air and 1
groups and some marines ready deployed in Indian Ocean, back.

and forces based in US, two carrie,

up units in Philippines/Hawaii. Aim is to "surge" a suitable
mix of forces into Gulf area when required, to deter a possip),
Soviet incursion or set up a "trip-wire" to stop it going
further. Transit, support and stockpiling facilities negotiateq
with Oman, Kenya, Somalia and Egypt. No attempt yet to statiog
US combat forces in permanent local bases: this could do more
harm than good, especially while Gulf politics remain aggravated
by Arab/Israeli impasse. Administration will want to review
military viability of RDJTF concept and may come under (especiall
military) pressure to grasp the nettle on bases.

19- UK reached (non-publicised) sgreement with US June 1980

to permit i i
: D major build-up of facilities at Diego Garcia Island
in 1981-5 for suoport of:-

(a) us naval deployment in Indian Ocean;
£l

b A
(b) contlugency RDJTF overationg

Secret memoraniypy Signeq

N clarif in '
tion on (b) ang othep .

S Tights to consulta-
DOD-Toutine

sti 3 ust s
11 working together % S Of Diego Garcia. US/UE
developpent, o § °Plemsioriiigang g

20. Strong feeling in Congress and possibly Administration

that Europe must do more to share Gulf burden. UK already

active in bilateral aig (Loan Service Personnel (LSP), training,
advice, sales - especially Saudi Arabia, Oman, UAE, Qatar);

occasional deployment of forces, including exercises; maintaining
capability to contribute intervention elements (modest enhance-
ments still under study). We must constantly remind US of our
traditional contribution in Gulf and need to dovetail their own

efforts with it eg in Oman, where we provide LSP Commanders for

all three Services.

Chemical Warfare (Defensive)

21. Soviet Union has large capability for offensive chemical
warfare. UK, and NATO as such, have no such capability; US
national stocks ageing and limited. Lack of deterrent cap-
ability could lower nuclear theshold. Congressional pressure
for the US to acquire modern binary chemical weapons; both US
Administrations have been reviewing the issue. A UK team
visited Washington last year to explore US views on CW; no

date yet set for further talks.

22. Since 1977 the US and USSR have been negotiating a ban

on CW possession, but Soviet rejection of the essential veri-
fication measures (varticularlyon-site inspection) has prevented
agreement. An effective and verifiable ban would be the best
way of dealing with the threat; it would also avoid political
problems (eg further erosion of European public acceptance of
IRTNF) which would arise if the US proposed basing new chemical
weapons in Europe. But little chance of early agreement. If

the US decide to modernise their capability it will be important
)

/to be able 1
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to be able to demonstrate that all possible steps have peg, : £
taken to get arms control. We envisage discussing in futurg

UK/US talks ways of bringing greater pressure to bear on the DISCUSSTON NOTE

Soviet Union. A REVIEW OF THE ALLTIANCE ?

Introduction

1.  The NATO Alliance faces challenges today which are different
in ‘many ways from those of the past. It is legitimate to ask

ourselves, whether NATO is as well prepared to meet them as it
* could be.

2. . In some respects the recent past has brought success. There
remains a powerful will towards cohesion, and in all countries
of the Alliance the principle of NATO membership commands general
political support. Greece has rejoined the integrated military

structure. Although difficulties remain, the programme for LRTNF
modernisation is going forward. Public and Parliamentary aware-
ness of the Soviet military threat remains high. Agamst this

must be set other factors which are less posn’.lve. Vital Western
interests are under new threat outside the NATO area, particularly
in South West Asia. New collective attitudes may need to be

worked out, for example about the role of arms control in defence
policy, and about what needs to be done to make up for the diversion
of forces away from the NATO area to deal with the threat elsewhere.
Forces are often in patchy condition, and the momentum of the LTDP
may need re-invigoration. There is public concern in some
countries about nuclear armouries and about demands for high
military spending at a time when all members of the Alliance face
Worries have re—emerged about fair

r the common security. At a time when

harsh economic problems.

distribution of effort fo
money for defence is short and when advanced equipment is getting
more costly, there are doubts about whether the Alliance is getting
the best return on its aggregate investment. Comparisons are
difficult, but there appears to be general acceptance that the

19 Fe:ry °f Defenc, Alliance achieves less military output than the:Warsaw Pact, for
1
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past NATO has relied upon
to make up for deficiencies, but thig i
;ATO now needs to get the fullest possible
v ressive degradation

a larger total inmput. In the

qualitative superiorit,

no longer an option. : £
value for money. Unless it can do so : p gh s doee

tional capabilities relative to the may
of its conven :

well accelerate.

Objectives : .
: 3 %I the British view the time may have come for a major review
‘of the alliance in order to determine how the varied challenges

and difficulties of the next decade might best:be tackled and itg

agreed strategic doctrine sustained. We do not seek Alliance
defenice on the cheap; we stand by the agreed Alliance view that
increasing resources need to be assigned to defence. Nor do we
seek a debate on basic principles - these rather need re-statement

and re-affirmation. We endorse the Alliance commitment to a

strategy of forward defence and flexible response,

* The normal NaTO
day burdens and

CONFIDENTIAL

might merely increase disillysj

onment about NATO's ability to
face up to the threatg of the 1 .

Lo 980s without leading to any real
: A mechanism woulqg be needed which bypassed entrenched
orthodoxies and offereq 4n opportunity for original and radical

.But an independent review would have to be carried
out by a high-level tean which ¢

had impeccable NATO Credentialg

progress.

thinking.

G, ‘Such a team might best comprise at least one representative
from each of the political, diplomatic and military fields, and
cover a balanced spread of nationalities. It would need the

support of a competent staff, allocated full-time.

As regards
timing,

it should be possible to produce a report in nine months
from the date of commissioning,

6.  The terms of reference for such an enquiry would need to be
drawn up with care. East/West relations as a whole must be the
sontext for any review of defence policy. But the terms of
ceference would need to make clear that it was not the intention
-0 revise or re-interpret the Treaty, to examine the broad

urposes for which the Alliance is designed or to open up sensitive

-Ssues of doctrine or strategy. At the same time the terms of
‘eference must allow the review.to take account of the changes in
he focus of Western political/military effort worldwide, and of
he Junremitting increase in Warsaw Pact capabilities. Indeed.it
ould be against this background of fact that the review would
ork in its efforts to find means of. achieving greater cost-
ffectiveness across the board. A draft of the kind of terms of
eference that might be appropriate is attached. )
N terms broad enough to take account of concerns of other Allies.

&
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a Review

The Subject Matter for

. xamine thor 4
7. The review could e ence tasks, with each nation

oughly the possibilities for

jalisation in def y :
greater specialis ce contributions most appropriate to itself

concentrating on for It makeg

i urity aims.
and most valuable to NATO's coll_ectl.;en:::on tZ B i el
less and less economic sense for eac N 5 e
jties across a wide range of military 5‘::1"1‘:’"' me:S 7
.spe;ialisation already exists within the Alliance, an. the :

‘:difficulties of going further down this road are not inconsider-
able, But the time may be more ripe than it was in the mid-70s
when earlier NATO studies foundered. The' United States, for
example, has advocated what amounts to a division of effort with
the European Allies doing more to fill the gap in Europe. The
Federal Republic has put forward ideas of Arbeitsteilung and,
most significant of all, the fihan;ial problems of member nations
are now such as to compel recognition of the logic of further
expanding specialisation, 4
8. Experience strongly suggest that attempts to foist a complex
Or ready-made blue_ print: on members of the Alliance would be

counter-productive anq that

pragmatic:approach in self-
ents are Possible,

contained
areas where real achieven,

» &N overall copee t
tndividuay e Pt would be Needed as 3 £

aic AT a2 Perge most Promising approach
g A R ps sharpened existing pat't
R ol and emphasjg in nationa) contrib
il nati;n . would involve acteptance of th
ally on 5 narrower Tange of t:::xpz'abil:'!;t;l

Tamework for
might be one
erns of -

utions. 1In

€ed to concen-
- and algo of @ Tesultant

€s than now,
the Performance of

term reliance upon

10. It is’'difficult to pe specific

advance.

several participants

To suggest particular examples would

CONFIDENTT A7

Specialisation inher

» and often enta

about possible butconieé ,iﬁ
ently implies adjustments involving
iling uncomfortable change.

risk building up opposition

before the exercise starts, The best approach would be to

basis and without set ideas, and

that countries will find that
too fast.

11. The existing arrangements for NATO common funding would also
warrant review. This would not be a question merely of updating
the apportionment of the funding burden under existing arrange-
ments, but rather a thorough-going examination of the current
system itself and an imaginative search for better ways of working.
For example, the review might tonsider the possibility of bringing
together the infrastructure, military and civil budgets in a

common defence fund. This concept would bring more flexibility
in resource application. One might also consider widening the
scope of common funding to include major new areas of activity
common to the Alliance. Action on these general lines would
emphasise the collective interests of all the Allies. Alternative

Systems of collective funding might also be examined.

12. There would also be advantage in taking a hard look at the
OTganisation and structure of NATO in order to identify areas
Where efficiency might well be improx}ed. This might covef,.among
Other things, the relationship between the civilian and m111t‘:ary
Sides of NATO and an examination of the Committee structure in
°rder to achieve speedier transactionz of regular business and

More frujtful political consultation,

- S .
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DRAFT TERMS OF REFERENCE
S

To examine how the Alliance can be
strategic objectives in the light
economic and military circumstan
make the best use of all the human,
financial resources available. *

To consider what steps can be
* resources in a better co-ordj
 more cost effective way.
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DEFENCE EQUIPMENT
(Brief by Ministry of Defence)

POINTS TO MAKE

Equipment Co-operation/Defence Sales

1%

Strong European defence industrial base is vital to the
European sense of involvement in defence and to domestic
political support; wholesale "buy foreign" impossible. The
more the Administration can do to help this by co-operation in

equipment procurement, the better for the whole Alliance.

ks

Must build upon and develop present achievements in

collaboration. May need to look more at some specialisation.

3. We should like to see more straight US purchases when we
have the right equipment eg Rapier Low Level Air Defence System
and Combat Support Boat as already agreed. More would help

with present very uneven balance of defence trade. Would show
the American commitment to and understanding of the European

position.

4. JP233. Candidly, very hard to do co-operative business ’
when Congress disowns bargains made with Administration. Will
funding be restored for JP233?
s

CONFIDENTIAL




5 AV8B. We see advantage in US/UK collaboration if thjg .

look at POssibiljty
dvantage - Can we es
be arranged to mutual &

together?

ngray i EChnOlOgy
i believe that advanced t
6. Sti. . We

developed for Stingray could be of value to US in their aip g

produce an Advanced Lightweight Torpedo.

BACKGROUND

Equipment Collaboration/Defence Sales

7. Wrong and politically unsustainable for Europe to depend
on US for most military equipment. It reduces the support for
defence commitment that can be derived from an effective defence
industrial base (employment technology). Americans often over-
look this - tend to ook at Europe simply as a ready market in

which to exploit uninhibitedly their efficiency and long pro-
duction runs,

They waived "buy American" Testrictions to enable certain

European countries to bid for yg defence contracts. (1975 uk/

- US Defence Procurement Memor.

andum of Understa.nding set the
Precedent.) mpe idea of n

Dackages"
development of complementar:
the Atlantic,

(Burope to g4, s

was introduceq - separate

hort range US longer

€W at the epg of 1981
Package ideg more widely applieqd,

: -range) re
i 8e) reached last year

+ We would 1ike to see the

9. We want to get across to the

Admii\istration that it is
D) =

/in their ...,

in their long-term interest as well as oypr oWn for thepm to make

a real effort to make equipment collaboration work better. ye

Examples

include the Sub-Harpoon and Tow missiles and the Chinook heli-

have recently bought several major systems from them,

copter; the Trident is to come.

10. It has been disappointing that Congress has refused to
continue funding the JP233 advanced airfield attack weapon,
where US was contributing funds to a new British development,
with both countries to share production. We would like to
see the funds restored. Informal indications from Washington
suggest that the new Administration may be trying to do this
and may have good news by the time of the Prime Minister's

visit.

11. We have had similar informal suggestions that the new
Administration may be intending to go forward with funds for
AV8B and may say so during the Prime Minister's visit. We

are certainly keen to examine the scope for collaboration
here, but could not commit ourselves here and now to funding

& programme because of financial difficulties on our side.

The right course would be to suggest that this should be looked

at by Mr Nott and Mr Weinberger when they meet.

12. USN wants an advanced lightweight torpedo in late 1980s.

Thei™ curpent programme is not going well. -Building on <->ur

Successful Stingray Torpedo development could save USN time

and money. (Existing Stingray will not meet US requirement.)

The Americans might say that if they took Stingray tf°m°1°gy

E1R% o ‘shouty buy their heavyweight torpedo. This is a
=Nz
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B o e

ible option. We are due to choose between an American
possible .

and an alternative British development this autump,
weapon

13. Finally, we want the Americans to buy more British
equipment - the current defence trade balance with the UK jg
3 : 1 in their favour. (Since 1976 2111M against g629M - UK
figures, but usually accepted by US for working purposes.)
Trident - something like two-and-a-half billion dollars - is
still to come. The US have recently decided to buy Rapier
Low Level Air Defence System and have brought the Combat

Support Boat. We would like them to buy other British equip-~

ment in line with their needs eg the 8lmm mortar; the

Searchwater radar for maritime and patrol aircraft; ship

stabilisers; the Wavell computerised battlefield command and

control system; the Scorpion light tank and the Hawk Jet

trainer.

Ministry of Defence
19 Pebruary 19g)
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PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981
NORTHERN IRELAND
Brief by The Northern Ireland Office

POINTS TO MAKE
1 Confident that new US Administration will follow its

predecessor in condemning violence unequivocally and taking

practical steps to prevent US assistance to IRA terrorists.

Constitutional and Political Development

2 Northern Ireland problem the product of a divided community.
Only solution is one that is acceptable to both sides of that

community.

3 Two aspects to the problem: constitutional status of
Northern Ireland as part of United Kingdom, and Northern Ireland's
system of government. On constitutional status, principle of
self-determination applies - Northern Ireland will remain part of

United Kingdom as long as that is wish of a majority. (Government

of Republic accept that unity can only come with consent.) On

System of government, HMG continues to seek an acceptable form
of local administration, but local politicians still unable to

agree on how the minority should be involved.

%E&-‘ﬁlations
om and Republic; further

& Good relations between United Kingd

. Unigue
improveq following two meetings with Haughey last year

CONFIDENTIAL ‘3
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: Sl
relationship between the two countries which we want to devel
op.

Joint studies initiated with Taoiseach last December inteng d t
e 0

puild on this relationship to oup mutual benefit

5 Restora tion of peace and reconciliation in Northern Ireland,
where violence and political instability have strained UK/Republic
relationship, of prime importance to both Governments. Unionists
inevitably suspicious of any close relationship. But we are
working to demonstrate their fears groundless. In Northern
Ireland's interest generally that UK/Irish relations should

develop.

Security (including Cross-Border Co-operation and Prisons)

6 Government's aim to. extend normal policing throughout

Northern Ireland and bring before courts all offenders. Army's
role to assist police only as long as necessary. Policy working
and has growing support. Since 1972, steady decline in violence

and in number of troops in support of police.

il UK and Republic recognise common interest in eliminating

terrorism, Security co-operation increasing all the time.

8 No political status to terrorist prisoners in face of
threats of hunger strike; prison regime humane, but all prisoners

must be treated alike.

Arms for the RUC
9 In both our countries interest that this should cease to

I recognise strong feelings,however
O0'Neill.

be a political issue.

wrong-headed, of some in Congress, notably Speaker
i
10 With recent improvement in security situation, RUC's

ned.
OPerational requirement for Ruger revolvers has L

(CONFIDENTIAL)
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Chief Constable now considers he has sufficient appropriat; .
ate

weapons to satisfy his main requirements.

11 Publicly I would propose to say that I raised this issue
with you and informed you that there were sufficient Rugen

revolvers to meet our main requirements,

BACKGROUND

Constitutional and Political Development

1 The constitutional position is clear. Northern Ireland will
not leave the United Kingdom without the agreement of a majority
of the people living in the Province. This is in line with the
principle of self-determination and consistent with the position
of the Republic of Ireland whose Government seeks unity by consent
In successive recent elections, 70% of the vote has consistently

gone to parties which favour maintaming the union.

2 HMG recognises the particular problems arising out of the
existence of a divilied community in Northern Ireland, each part
with different political aspirations. That is why such strenuous
efforts have been made to devise institutions of government
acceptable to both parts of the community. A high level of
agreement has been reached between the local political leaders
on a number of important points, but not on the crucial issue

of how to involve the minority in government.

3 HMG remains committed to transferring responsibilities from

thern
Westminster to locally elected representatives in lNor

i the
Ireland. However there is no immediate prospect of securing

; therefore
Necessary agreement for such a transfer of powers;
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every effort is being mage to maximise the efriciency of di
rect

rule and ensure that it ig responsive to local needs

Anglo-Irish Relations

/i The generally good rektions between the Ug and the Republic ;
|

Prime
Minister and the Taoiseach in May 1980 at which theydrey attention
to the "unique relationship"

were given fresh impetus following the meeting between the

between the two countries in a joint
communique. At their meeting in Dublin last December they
commissioned a number of joint studies covering "the totality

of the relationship". These studies are now in hand but details

are not being disclosed.

5 The joint studies have given rise to predictable allegations
by Dr Paisley and other Protestant leaders that the Government is
paving the way for an all-Ireland settlement. The Prime Minister
and the Secretary of State for Northern Ireland have made it
wholly clear that Protestant fears are groundless. But these

sensitivities have to be taken into account if there is to be

solid progress. For their part, the Government of the Republic

have, on the whole, shown an awareness of the difficulties althougt

domestic political factors, including a possible election this

Spring, may tempt them to claim too much for the joint studies

too soon.

Security

b
6 The beginning of 1981 has seen a resurgence = not unexpecte

al IRA, following

of violence, principally from the Provision

ther
the 1ull which accompenied the recent hunger strike. Fur

though we do not

attacks can be expected in the coming weeks,
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pelieve that any terrorist organisation has the Capacity to
mount

and sustain violence at a high level. The second Provisional Ig

hunger strike - to begin on 1 March - is unlikely to arouse much
C

public sympathy, or pose severe security problems,

7 Co-operation between the RUC and the Garda continues to

work well. The RUC are generally satisfied with response for

requests for help and with the Garda's own anti-terrorist activity, |
=

Arms for the RUC

8 History. 1In 1978 the RUC decided that their standard
self-protection weapon, the (small) Walther 9mm semi-automatic
pistol, should be replaced by 9,000 US manufactured (larger)
Ruger Magnum revolvers, no suitable British 'weapon being avail-
able. This decision was approved by the Government. The US
State Department licensed the export of the first 3,000 weapons
for deliveries in March/April 1979.

9 Speaker 0O'Neill of the House of Representatives subsequent-
ly attacked the State Department for issuing export licences
for the sale of arms to the "paramilitary" RUC. Consequently,
in July 1979 the Secretary of State (Mr Vance) agreed that the
State Department would conduct a review of the policy and
Procedures for the export of arms to the RUC: meanwhile further
No export licence has
3,000 Rugers

export licences were to be withheld.

therefore been granted for the second tranche of

for
ordered by the Police Authority. (No order has been placed

the third tranche.)

the RUC have continued to

10 However, despite the ban
some 1,300 of the second

receive small deliveries of Rugers:

: ve avoided-asking our
tranche have

(CONFIDENTIAL) > 3
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suppliers how they are getting these guns, but they must b
L e
coming from the USA,

The State Department may well be
a blind eye to this continuing supply.

turning

11 Operational Re uirements,

Against this background, and

bearing in mind that it is now 2% years since the first decisions
were taken on Rugers,

{

the Secretary of State for Northern
Ireland commissioned a fresh assessment of the RUC!'

S requirement.
The RUC's considered view is that the Ruger has shown itself

in practice to be as valuable as expected. It has, however,

proved to be too bulky for use in some circumstances, and the

Chief Constable would prefer to retain the (slimmer) existing

Walther automatics for use by personnel in Plain clothes, or

in other circumstances where it is desirable to conceal the

firearm. In the Chief Constable's considered view, the RUC's

needs will be met by a supply of 6,000 Ruger revolvers - as

opposed to the 9,000 originally envisaged. There is no reason

to dispute this assessment, which reflects accurately the .

improving security situation.

12 The last 3,000 guns have not yet been formally ordered,

and there will now be no need to do so. We still need the

1,700 Rugers which are outstanding from the current order, but

believe that these will be supplied in the same way as the

last 1,300 guns. If there is any shortfall, the Chief Constable

believes that the (British) Sterling Magnum revolver (only.

Very recently made available to the RUC for testing) could be

an adequate substitute. There is therefore no longer any
grant export licences

Operational need to press the Americans to

for weapons for the RUC.

CONFIDENTIAL
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13 American Attitudes,

There has been Press speculation
that President Reagan might be willing to grant export lic
ences,

and the Prime Minister may well be pressed on this issue on her

return from Washington. For HMG the best position is for the

Americans to 1lift the ban and for the Prime Minister to be able
to say that this has happened. But there is good evidence that
Speaker O'Neill remains as deeply opposed as ever, and the
assessment of HM Ambassador in Washington is that despite

the President's instinctive sympathy for our anti-terrorist
effort, insistence on our part in reopening the issue might
well make it more difficult to gain wider understanding by the
US public of our Northern Ireland policies. /The Washington
Embassy have approached the US Government officials to
ascertain whether the President intends to lift the ban. The
indications are that President Reagan does not wish to oppose

Speaker 0'Neill on this issue and is not therefore prepared

to 1lift the ban./

Northern Ireland Office

19 February 1981

7
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g DOCUMENT IS THE PROPERTY OF HER BRITANNIC HAJESmy'S GOVERNIENT
pMVE(81)5 Addendum copy nod
23 February 1981
PRIME MINISTER'S VISIT T0 THE UNITED STATES

25-28 FEBRUARY 1981

NORTHERN IRELAND

Supplementary Brief by the Northern Ireland Office

POINTS TO MAKE
Arms for the RUC

Treplacing 9 - 11 of PMVH (81)5)

1 Refusal of previous US Administration to issue licences
came as surprise to UK ;pinion and raised doubts as to firmness
of US opposition to PIRA.

2 Confident that new Administration's stand on terrorism
will be reflected in its public line om PIRA, and in practical
cooperation in combating  all forms of terrorism in Northern

Ireland. £

3 As to limited question of Rugers, recognise strong feelings,

however wrong-headed, of some in Congress, notably Speaker

O'Neill.

RUC's
Chief

“ With recent improvement in security situation,
Operational requirement for Ruger revolvers has lessened.
Constable now considers he has sufficient appropriate weapons
to satisfy his main requirements.

1 .
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5 Publicly

I wo e
would TOpo his iss
P se to sSay that I Taised this 5
you and informed you tha; here w icient Rll.s T
3 3 A ere suffic N’ €

revolvers to meet our main requirements. I would also say that
at we

common understanding on importance of countering
PIRA terrorism, like any other form.

had established

BACKGROUND
Arms for the RUC

1 HM Ambassador recommends that this matter is best approached
in the context of our common interest in combating terrorism

(cf. brief PMVH (81)14). In this way the President, who will not
have the problem in the front of his mind, will be less
surprised that the Prime Ministe_r is raising it, only to say that
it is no longer a practical problem for us. She will also be
able to take a more convincing public line later, since if she
can speak of a common stand against PIRA terrorism, it will seem
less as though we have dropped the requirement for Rugers merely

because the President does not wish to back it.

2 The passage in brackets at the end of PMVH (81)5 is confirm-

ed, ie the State Department say that the new Administration are

US Administration and Northern Ireland

August 1977
it is the

|
|
not about to lift the ban.
5 A copy of President Carter's statement of 30

is attached; though it carries no authority today,

last formal statement by a US Government.

Northern Ireland Office

23 February '8 CONFIDE NTIAL




V& [EN ESIDENT C4 .
/ graTEIENT B ERESIDENT CARTER —gsusSiss August 1999 2

ThrouEhOUt our history,

cc,nt;ributions men and w

Americans have rightly Tecalled the
omen from many countries have made the

gevelopment of the United States, Among the greatest contribut ey

pave been those of the British and Irish people, Protestant S
Catholic alike. We have close ties of friendship with Both parts os

5
Ireland, and with Great Britain.

It is natural that Lmericans are deeply concerned about the continuirg
conflict and violence in Northern Ireland. We know the overvhelring -
majority of the people there reject the bomd and the bullet. The
United States '.-;holeheartedly supports peaceful means for finding

a just solution that involves both parts of the community of Northern
Ireland, protects human rights and gujarantees freedom from
discrimination - a solution that the people in Northern Ireland, as
well as the Governments of Great Britain and Ireland can support.
Violence cannot resolve Northern Ireland's problems: it_ only increzses

}them, and solves nothing.

We hope that all those engaged in violence will renounce this course
and commit themselves to the peaceful pursuit of legitimai;e goals.
The path of reconciliation, co-operation and peace is the only course
that can end the human suffering and lead to a better future for all
the people of Northern Ireland. I ask all Americans to refraia Iret
SUpporting, with financial or other aid, organisations whose
involvement, girect or indirect, in this violence delays the day

Northern Ireland can live and work together in
will

“hen the People. of

a 2 soncies
hamohy, Federal law enforcemsnt 23 es

violate US laws in this

free from fear.
Sontinue to apprehend and prosecute any who

Pegarq,

40
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Us government policy on the Northern Irelang issue has long b
s 74 : “ €ED cre
of jppartiality, and that is how it will Temain. Ve support th,
e
estzblish;:ent of a form of government in Northern Ireland which i1
wil.

comzand widespread acceptance throughout both parts of the comrunity
7.

However, we have no intention of telling the parties how this might
be achieved. The only permanent solution will come from the people wkho

jive there. There are no solutions that outsiders can impose.
At the same time, the people of Northern Ireland should know that they

|

\

|

|

\
have our complete support, in their quest for a peaceful and Just
society. It is 2 tribute to Northern Ireland's hard-working people that
the area has continued to attract investment, despite the violence
committed by a small minority. This is to be welcomed, since
investment and other programmes to create jobs will assist in

ensuring a healthy economy and combating unemployment.

It is still true that a peaceful settlement would contribute

immeasurably to stablity in Northern Ireland and so enhance the

Prospects for increased investment. In the event of such. a settlement

the US Government would be prepared to join with others to see how

additional job-creating investment could be encouranged, to the

benefit of all the people of Northern Ireland.

I admire the many true friends of Northern Ireland in this country
¥ho speak out for peace. Emotions run high on this subject and the
fasiest course is not to stand up for conciliation. I place myself
fil‘mly on the side of those who seek peace and reject violence in

Yorthern Ipeland."
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PRIME MINISTER'S VISIT TO THE UNITED STATES

25-28 FEBRUARY 1981

REGIONAL QUESTIONS: NEAR EAST

Brief by Foreign and Commonwealth Office

Points to make
ARAB/ISRAEL

1L Dispute greatest single threat to regional peace. Relations
with Arabs, including military cooperation, cannot be isolated
from it. Important to have Palestinian dimension to policy to

match firm commitment to Israel.

2. Autonomy not a workable proposition given Arab/Palestinian

attitudes. A fresh look required.

3. Ten not competing with US, which must take the lead, but

trying to establish framework for a settlement in consultation
With alj parties and bring about mutual recognition of rights. Any

Progress can be taken up by US, perhaps at a later stage.

i t King Hussein will not stick

Might be a role for Jordan, bu

Y i PLO;
his peck out without PLO acquiescence. No illusions about

°T8anisation must be changed but cannot be ignorgd.
/LEBANON

CONFIDENTIAL
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5. Situation in South dangerous, but difficult to def kground
use, M

Both Israel and Palestinians must reduce their presence ang Arab Israel

interference.

i The new Administration have so far shown greater interest

" Strengthe”i"g US military capability in the Gulf than in the
Arab—Israel dispute. Public statements on the dispute have been
cautious and have reflected a desire for time to consider Us
policy. President Reagan is unlikely to want a detailed exchange
on the subject at this stage. We hope the new Administra'tion will
take a careful look at the problem before making new moves. But
there is a clear danger that efforts to establish a military
presence in the Arab world and improve military cooperation will
be rebuffed by the Arabs if the Administration is seen either to
remain wholeheartedly committed to the Camp David approach or

uninterested in the Palestinian issue.

2. So far in US statements there has been no reneging on Camp
David, but no sign of urgency in pursuing the autonomy talks
either. President Reagan has indicated commitment to Israel,
interest in Jordan and distaste for the PLO. He has also said

that he regards Israeli settlements in the occupied territories

s legal, if unhelpful (his reasoning is not known, but may reflect
the partial argument that since Resolution 242 does not specify
sovereignty over the West Bank, it cannot be wrong for Jews to live

there) Secretary Haig has been more circumspect about the PLO,

rist
describing it as an umbrella grouping rather than a simple £erro
i fusin
°'8anisation (while endorsing the longstanding US policy Bl 2
5 ¢ ts
‘®alings yith the PLO until the organisation accepts Isracl
i settlement

5 tleht to exist). He has also been critical of Israel
Pasy CONF'BEN‘HAL /Background Poljey

CONFIDENTIAL é 22
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latest indication of US thinking came during sj,
3, Thesla

Graham's talks with his opposite number in the State Depa"tment
on 17 February. A note is attached, together with a copy of b
briefing paper used. State Department thinking at thig Stage
will not necessarily reflect that of the President, but it looks
as if the Americans will at least not attempt to obstruct E“"Opean
efforts to make progress, and are thinking hard themselves about ,

new approach.
European efforts
~uropean efiorts

4. Van der Klaauw has now begun his consultation of the partieg

on behalf of the Presidency. His first meeting with Klibi, the

Secretary General of the Arabp League, was encouraging in that il
led to a serious discussion of the practical
Settlement,

Problems of g

Van der Klaauw wil} now go on to Jordan, Iraq and

; the West
Bank; ang the Maghrep Countries, The Dutch intention is to
Produce ap interim Teport for the European Council meeting at the
end of March and a fipg) Teport for the Meeting at the end of
June,

Lebanon

5. Tension in the Sout

b betweep the Palestinians on the one
hand ang j i
and Major Haddaq'g militig and the Israelig on th
e other,
With UNIFIL in an increasingly difficyyy

Stimulate the Tep into

he PLO and Major Haddad from the area, but this jg
t

; both
by

iple while Palestinian attempts to infiltrate into Israel
inpossib and Israel maintains her support for Haddad angd her
continue 81 re-emptive strikes against Palestinian positions. The
policy of Za‘; be better if a Labour Government is elected in
prospectSThe're might then be scope for mediation. We are not
1srael. ny new ideas, but US pressure on Israel for restraint
aware of a

is important.

Forejgn and Commonwealth Office
T SE—
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ps/Mx Hurd

pS
LPS
ngmr Blaker
¢, ps/pUS
Mr Bullard
Mr J Moberly
Mr P Moberly
Mr Donald

Heads NENAD
MED
SAD

Defence
Planning Staff

VISIT TO WASHINGTON: TALKS ON THE MIDDLE EAST AND
AFGHANISTAN, WITH THE STATE DEPARTMENT, NSC AND ..
CONGRESSMAN LEE HAMILTON, 17 and 18 FEBRUARY 1981

iy Accompanied by Mr Miles, 1 spent 17 February in the

State Department talking to Mr Stoessel, Mr Nick Veliotes, who
was accompanied at various times by Mr Chet Crocker, and
representatives of Politico Military, the European Bureau

and the Near East Bureau. We covered the Arab-Israel
problem, the defence of South-West Asia and the Gulf region,
Afghanistan, the Irag-Iran war, Iran, Libya (and Chad),
Algeria and Lebanon. On 18 February I met Mr Geoffrey Kemp,
Captain Sick's successor in the NSC, and Congressman Lee g
Hamilton, Chairman of the Middle East Sub-Committee of the
House Foreign Affairs Committee. Notes on these matters are
being prepared by the Embassy in Washington. In all my
fontacts I made clear that I was speaking for the British
.G°Ve{‘nment, although we believed that there was a close identity
of view among the Ten' ¢

2. My main im ression is that the new Administration has
parcely begun Lt)o consider policy in a number of fields.. i

¢ Arab-Israel question is one to which little (_:ons?.dera; ggew
bog, 260 given and over which there is a clear d?"igloncgurse
an Yeen the proponents of continuing Camp David in due SHotts
in ppediWhile pressing on separately with defence arrang

Dgoz}e‘e Persian Gulf, and those who share our vi:wlglx::dn new
: n ar .
ong zs is needed and that the two questions g

f my interlocutors at the senior level has
g:: by the Senate, where that is necessary, or iR ”‘t’ﬁzugi'.:“
hag ,OMinated. 'However, it did appear that some EAGUEE.
wely oD Biven to policy towards Afghanistan andwhich is
Tegar S to the defence of the Persian Gulf area

; ded as 5 top priority. /3

=)=
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5 and subsequently in , bi
3. In speaking to Mr s_to?cslgs.l-cribcd our belief that Progreg,
meeting with Mr VcllO‘-'-;h{he Arab-Israel problem ig i"‘f")l‘t&nt
towards a settlgment o hole-hearted cooperation of the na
not essential, if the wi Ofor the defence of the region; i
states is to be obtained f h the latter and leave (he formey :ils
not possible to proce:d w1§ also said that whiloe we believed n
a separate comg:ﬁ:ge:gx-‘eements had been a great achievement ang
zg::t;xtg:ms major break-through, for varl;)(l;sbrcuson%;hat
e id not believe it wou € possible to
ot n?:lrx:;oa};é gzmglgnvid process unchanged to a Successfy)
g:;f;{usion a comprehensive settlemsnt, the be;lig;{eg ratger
i S necessary to build on the ac lvemen amp aviqd,
;5:7 ;; :::er to ennl’),le the other Arabs, eéspecially the
Palestinians, to be involved, a new B md to s daree exon:
a new substance, would be necessary. I believed that many
moderate Arabs were now in a mood to take steps which might
make their inclusion possible, Notably the PLO - whether or not
they represented all the Palestininns, there was no doubt that
the PLO was a significant body - was now beginning to move
towards a Tecognition of Israel's right to exist (vide Arafat's
imes of 7 February), It seemed to us in
this Process, first, during
by attempting to clear minds among the
Practical questions, anqg secondly, in
i the Euro-Arap

£ 0 Uy
L,’lonal
i

leverage to extract a conditional
Tecognition of Israel from the piy » 48 a card of entry to the
n:gotéations. We shoulq be worki
efforts

Ng to complement the US
» IOt to eyt ACross them, . s

n introgynt Me in private to do so
the Reg, approac uctory statement Wwhich set out
generally o znrrj.:' £ z',, ““!‘“ the Camp payjqg Process should
in his priy

rd, There wuq a cl i i ion
ate repg clear implicati
Tould find hig pang &S that He gy

Teed witp OUr approach hut

n Teply ¢t what | s:’;rengthellled 2 s L ome

;32%21"" mgo tant no -~ selféef ade two Points that it
ons which em %
consultative approaches

® EC cagt i, ? aot a1l costs gvoi i :
deliverine IS!‘a:llle PO%ﬁe £ delli)vering the X:;gsezgénghz‘puglth

at =] 4SS, in T N
the ng_lsr,‘}eh Gover, t coy dsscd:rnln ey LR
PLO fiy,

S doupt gy SVEr negotiate in any way with
mly ace Whether ¢}
election s €pted Israe s

woulq Change even if the
. e algo
Others propeq ot rertain, yg e e

Peres whoge
ed € onibet any o flexi ; i
between th “Peate Y oon wp g 11lexible thap Begin.
°°°Perat10§ ::sb~¥srae1 Probien .:th;:Othe. Hink I hag suggested
© Press op with “x;_ 2 OF whethey it E:ess B detence .
¢ latter g, ing thegnexzoge:e Do::ibleh.“
months, while
Eoy

/the
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srael problem was put on one side, We discouraged
Arab‘l‘”. Sarni response to private prompting by
the == nd, ag id for the benefit of some whom he describeq as
thel: es ‘.“m- we made the point that ip the context of tphe
oppogxtl‘) régi”“n we did not see Israel aS a strategic or
eho uhe in any conflict short of all-out East-West war,
L y a_sse‘; the day Mr Veliotes spoke 'for the record',
At the end 2umc of his people hud told hin that they did not
éayi“g thgid~ made clear enough the Reagan policy of carrying
he

i i ess ¢ all agreed on the importance
ink avid process.) We a
Zﬁ the Ca':sdpgn her capacity to prevent progress.
ia
of SYT

the nade very similar points, and in
P enp Of e be important that the Prime Minister
p;;rticular S@Lury of State should allay anxieties 1x'1 the o
and the Secrsid(,nt Reagan and Mr Haig about the EC "initiative :
pinds of Pre“,lmi“on said that he tended to agree that the !
Congressman ocess was 'dead!, He did not believe Presiden
Camp David pr >r, in any public statement, §h9wn any
Reazﬂ",h‘}d ev(f' the existence of the Palestinians. It was
recogn}tiozhzt the Prime Minister and Sgcriggrzro;af;atto i
essentia 'sensitise' Mr Reagan, and a y
should try to 'sen

problem.

that
agree ith the State Departr!ler_lt
anistan, we agreed wi o0 par
o h gnngfg:‘t”i‘é: but to back up p?klsltng‘bee:hioggzt,
Lot ~-Aligned Muctmg. s
e latgzzegtpgﬁﬁagznby t%xe Taif meeting and by Agha Shah
streng . e
; - : ici 5 ive to the
I ‘1:(') lcggdzr.'ain sales, but oi‘flcml: :r§1;§r¥0:1p01“d, -
el : i fghanistan, bu i3
: ; : ] 1y for e the refugees, n
implications not on They bl ' 5 5
Lo . e emb g stan and inten
a decision to'g{lf;st{l: enormous burden on l?aklst:xixd s
e the% Sall-e'by way of economic and mlilga;i’-esidentill
tg do(rsxgrem(i)s apparently a p0551b11}t}3: orohibits aid to a
wa?\r:er of the Symington amendment wgégr Zapability). ;
country on the way to acquiring a!“‘aA

f i oing to be very
: ¢ L ibya thel go Secrutar¥ gfogtgdlt\r(:lezl‘icﬁns in Libynf;stelngz
: i >sence : 5 ir in
i Eniones oL byal S137 Fhey’ totond o o dheie Sntien
topigee?fﬁlozo énzoupa'ge the Nigerians an 4
‘Supplant the Libyans in Chad.

y Iraq-Iran war

B3 There'vas gloomy discussion o; §2§mea to carry out
2 of Tran,  phe AdnliniS“"““on-l“recognition‘ A Imrtéhe .
the dgreement over’ the hostages, 1n Mr Peter ConStablilr an
Of the abiding importance of Iran. ith Iran, argued : !
DePutY Assistant Secretary dealing wi n end, because"bein ¢
Lo bring the Iraq-Iran war to a ould probably bring
d - tlx].aizglruq's spring offensive W Jabout

-3-
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about a collapse of the Iranian regime - a view that o
disputed by some, including me. as

9. We also discussed Lebanon. Mr Veliotes wondereq
whether the US was really justified in sending ambasg;
to the Lebanon, where it was only by an accident thatddors
had not lost one umbassador by assassination, Leba the
suggested, only existed by reason of the recognitio non, he
others. Perhaps it might be possible to obtain § S
undertakings of protection. We agreed that the Lyilan
problem now transcended the Arab-lsrael problem a g Soons
be solved merely by a settlement of that. On thn would po
it was difficult to see any way short of an Ar b € other hanq
:;;Szn;entuofpmproving the situation in Lebangn—liz‘;eh

Y, Mr Peres, if elected, was prepare ’ ess,
support for Haddad and interference gengml‘l‘yfo reduce Isrge);

-O

‘.'

John Sraham

AnGadd

19 February 1981
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- ARAB/ISRAEL DISPUTE IN 1981
7

al Background

Global BACKETOUAS

» Middle East East/We 5 .
TP Lt the /West tension has from time to time

reached crisis level. Another ]oca} conflict leading to direct
East/WeSt confrontation cannot be ruled out. There are a number
of possible flash points but the Arab/Israel problem, which

in turn complicates all other problems in the area, remains the
greatest single threat. A Middle East peace settlement is vital

for world peace.

9. The Western strategic position, and the US position in
particular, is based. on certain key points: traditionally Israel,
more recently Egypt, and to some extent the Arabian Peninsula.
But an analysis of likely contingencies suggests that it is a
fallacy to regard Israel as a strategic asset for the West except
in the extreme case of total war between East and West. In other
contingencies (eg an intervention in Iran or the Gulf) the West
would be unable to use its facilities in Israel because of

opposition from Arab states.

3. Over the years, the extent of the West's support for Israel
has jeopardised the prospects for Western co-operation with the
Arab world against Soviet expansionism and increased the opportunities
for the spread of Soviet influence in the area. Radicals have

been able to use the West's support for Israel as an argument for

turning the Arab world towards the Soviet Union. Even Saudi Arabia,
vocation and her friendship
both {for emotional pan-Arab
l with some reason,
gh too

if forced to choose between her Arah
With the West, would choose the former,
Teasons, and because the present government fears,
y to be undermined throu
n with the West, so long as the

ncipal prop of Israel.
it will be used still

that its internal position is likel
¢lose and obvious identificatio
latter is seen by the Arab peoples as the pri
™e 011 weapon was effective enough in 1973;

mo
Te effectively next time. /
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It is contrary to our interests for the idea to become
4. i :

established that the USA is the chat.npion (?f Israel \vh-ile
Europe (together with the Soviet Union!) is the.chm-nmon of
the Arabs. This formula will crea.te great tension in the
alliance and make no contribution to peace in the region. yg
and European objectives are the same. Our political and moral
commitment to Israel's secure existence remain unshakeable,
But this does not involve automatic acceptance of Israeli
policies nor absolve us from the responsibility to use our
influence on the Israelis.

5. Our objective therefore should be an early solution of
the Arab/Israel problem which, while providing for Israel's

secure existence, can also deal with the Palestinian problem

in a way satisfactory to the Arabs. The European Community

believes that such a solution should be based on the principles
of Israeli withdrawal from territories occupied in 1967,
self-determination for the Palestinians on the West Bank and

in Gaza, and adequate security guarantees for Israel. Th

absence of a solution to the Arab/Israel problem is like
prove the rock on which eff

between the West and the Ar

e
ly to
orts to improve military co-operation
abs founder,

Camp David

Y toget i

achievements of Camp Da\vidg A e o B
and Israelji Withdrawa] fr
longer through the

ea.
» Peace on Israel's southern front

Lt ST,
; Sinai. Byt the vyay forward is no
Camp Dayiq ¥

[ Process' as it hag developed

to take a f
under a ney nape 8= Look and establish a new

and there jg 5 need
process,

TN
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e in the Arab world can only complicate the search for peace
ri ; i 4
o must be found to involve the Arabs (other than, or in

Way L 1 ;

gdition to, Egypt), and in particular the mode
a

rate Arab states,
e talks.

in peac
g, It is axiomatic that any solution must also be acceptable

to the Palestinians, although there is room for debate about how
the palestinians should be defined. The Palestinian Diaspora,
which for the present at any rate is dominated by the PLO, is

a corroding influence on the political structure of the area.

If they are excluded by the definition, autonomy offers them, as
opposed to the Palestinians of the West Bank, nothing. On the
other hand, many Palestinians of the Diaspora are settled in

new countries as full citizens. These probably should be
excluded. Be that as it may, no global solution will work or

will be accepted by even the moderate Arabs unless it gives some
satisfaction to a broad spectrum of the Palestinians in the

shape of a place on the map. There are no other options available.
Jordan may be a useful intermediary between the Israelis and the
Palestinians, and this possibility is explored below. The
Palestinians may even opt cventually for some sort of relationship
with Jordan, but Israel must be prepared to accept the possibility
of an independent Palestinian entity in Gaza and the West Bank,
and the PLO (which has the support of the vast majority of
Palestinians) must be associated in some way and probably

directly involved in negotiations.

British and European Policy
1 oncrete contribution
A L the US must play.
there must not

that there can

The European Community wish to make a ¢
to peace but recognise the central role whic
The US ang Europe can play independent roles bUt
be rival policies. The Community also recognise ress can
be no question of imposing a peace settlement; Pi‘:gsmes. A
Utimately only be made with the agreement of bo

i necessarily be
the Stated minimum demands of either side cannot
5%
‘Aen as a starting point for peace effort

/10.
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10. Practical progress towards peac? is Trequireq D'plomat
posturing will not suffice. In our VTew' tl}e best Buarang, ¢
of future stability and of good relations with the Arap wory,
and with Israel lies in a freely-negotiated comprehe"sive

settlement. Only such a settlement can last. Britigp effons
which are being pursued within the framework of Politicy )

co-operation among the European Community, are directeq tOWards

ent fair tq both i
acceptance of it.

11. The principles set out in the Venice Declarat
are such a framework.

establishing a framework on which a settlem
can be built and moving both sides towards

ion (attache)
€cognitiop
hape of a

S rights on
and that both sides must
T themselves within a

Essential aspects are its r
that neither side to the dispute can dictate the s
settlement to the (;ther, since the dispute involve
both sides which must be reconciled;

be able to decide their own future fo
geographical context set by Israeli w
territories and Arab acceptance of Is
the borders thys drawn,

a wide range of Ooptions o
Provide a Settlement .

these or similar Princi

ithdrawal from occupied
rael’s Sovereignty inside
This framework is flexible and leaves
pen. Principles of themselves will not
But a Settlement which does not have
ples at jtg heart will not be possible.

sis of the
\¥ill be (a) to
ultimate settlement
' (B) to promote a move on both

CONFIDENTIA|

t of settlement they might accept,
tHsor

eg what relationship
ge for a Palestinian e

wha ntity with its neighbours,

feyR eV S8 oty ;
b ding Israe rmination be exercised, ang
i :
jnclu the different factions within the PLO be brou;
an
how © tiated settlement?

1, how can self-dete

ght along
with 2 nego

. Community believes that 1981 is the right moment for
13. The ion of this kind. If the Israeli elections lead to
an explori?tl of the Labour Party, the period immediately after
the Eléct::rll}ation will be crucial to the prospects for progress
their ;:snext five years. Every opportunity should be taken to
j::u:nce their thinking from the outset.

A Jordanian Option? .

The Israeli Labour Party are committed to negotiations with
. 1 They display optimism
The public Labour

Jordan on the future of the West Bank.
that King Hussein will be prepared to respond. 1S,
position is based on the principle of territorial comp MUl
with Israel retaining sovereignty over Enst.Jerusaile;: ;tzmn
security reasons over the Jordan Valley Stl‘l[.J and i
area. There is no possibility of King Hussein neg: im that he
this basis. His minimum demand is to be able :: cW::t Bank a#d Eadt
is negotiating for the return of the whole of ed st
Jerusalem. He will only negotiate if also assu:(]e.low him to

Arab support, in particular PLO Willingnéss tOH will not try to
"egotiate the end of the Israeli occupat,wn.f t:e Palestinians.
Usurp the PLO's position as rcpresent'«‘xtxve o be willing or able
Vithout Syrian acquiescence he is unlikely to\'c uiescence are poor-
to "egotiate at all and the chances of such acd

east leave
15,

could at 1
Nevertheless, if the Labour Government

3 s to
: ich Israel wishe
) s in which
%Pen the future status of the area and also accept the
le to choose

/their

"intain troops and of East Jerusalem, e
"51bility of the Palestinians ultimately
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e an independent state, usefu)

iy future, not € 4
their ’ Government and Jordan (as a fricnd

en a Labour :
jans) are conceivable. We believe that

both sides in this direction,

negotiations betwe
at court of the Palestin
uld be exerted on
however, remain
o make it more difficult for

pressure Shol
Much preparation,
that nothing is said in public t

s to be done and it is impol'tant

King Hussein to accept.

A New Negotiating Framework

16. The basis for multilateral negotiations does not at present
exist. It is a mistake to set preconditions on either side
before negotiations can take place,.but a signal from both
Israel and the Palestinians of greater readiness to understand
and meet the preoccﬁpations of the other would be of immense
value. The European Community will be working for this,
particularly with the Palestinian side.

17. We are open-minded about future negotiating frameworks
(Geneva-type Conference, proximity talks, direct negotiation
etc) but believe that Palestinian involvement in one form or
another will be indispensable.

18. The Venice Declaration talks carefully of the need for the

PLO to be associated with negotiations. There are no other

clai
aimants for the role of Tepresentative of the Palestinians,
nor are any likely to.emerge while

Present Israeli icies on
the West Bank continue, ol

S public position is unacceptablé,
errorism a major obstacle to peact:
bling block for the emergence

© Pretend that other Palestinians will

. The PLO!
its continuing involvement with t
and its internal divisions a stum

of moderate policy. But t

be ready to negotiate,

Oor to insi s
before dealing witp them iNSist on prior moves from the PLO
)

will :
PLO towards a more helpful not be useful in bringing the

rol RS
Palestinian groups (eg West €: The possibility of other

Ban X
separate role at some stage K Tepresentatives) playing 2
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the PLO or by negotiators enjoying theisNcoNiuusus Th
: jcient willingness io compromise : ; s
5 suffic S€ among the PLO je

adershi
give some hope for the future. gy

The PLO has close links with the Soviet Union ang other
Furopean countries. These countries provide not only
omatic support but also weapons and training.

past

gipl : There are groups
Jithin the PLO (eg the Democratic Front for the Liberation of

palestine) which hold Marxist views. But for the mainstream
jeadership, the relationship appears to pe 1little more than a
parriage of convenience. The Fatah leadership (particularly
Arafat and Qaddumi) have little if any ideological commitment.
There is no sense in which they are puppets: the Soviet Union

has little control over their actions and follows rather than
inspires their views (we believe that the Russians have pressed
the PLO to accept Israel's right to exist, as the Russians
themselves have always done). It is impossible to predict precisely
what would be the relationship between the Soviet Union and any
Palestinian entity established as a result of a peace settlement,
but we see little reason to believe that such an entity would

be Soviet-dominated, with the consequent danger of Soviet military
presence. Any Palestinian entity would be weak militarily (it
wild have to be almost totally demilitarised) and politically;

it would be vulnerable to pressure from the surrounding states

of Israel and Jordan (both of which would clearly resist Soviet

influ@nce); and it would be dependent for economic survival on
It is
influence

large-scale aid from the oil-rich Arabs and the West.
difficult to see the establishment of dominant Soviet

i :
" these circumstances.

How Can the Parties be Influenced?

20,
the ¢

eneral and, with

We enj i with the Arabs in g
Jjoy good relations 1imited amount of

ther members of the EC, have established &

Jeredit
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We shall seek to use this. We are urging
e

ticularly the palestinians, to show greater
e L ir good faith. We have sought to make the PLo
evidence of their g ting a move from them towards

credit with them.

aware that we are now awal

of a peace settlement negotiated with and accepteq by
acceptance

We will use fora such as ‘the Euro-Arab Dialogue to
e w
ing that we can take our efforts no further in

Israel.
press this, argu
its absence.

21. Furopean influence with Israel is very limited in present
circumstances. Mr Begin's government have rejected the Venice
Declaration, in particular the principle of Palestinian
self-determination and the possibility of talks with the PLO.
Labour Party 1eade1;s have also reacted negatively. If Israel

is to be influenced, the US must play the major role. Influence
helpful to a peace settlement need not involve use of financial
or other leverage. Israel is able largely to ignore the adoption
by Europe of a position with which she does not agree. She
cannot do the same if US policy differs substantially and openly
from her own. Ve believe tht an American move towards more
explicit acceptance of the Palestinian dimension of the Arab-Israel

conflict, eg acceptance that ulti
allowed to

without an

mately the Palestinians must be
choose how they run the areas from which Israel withdraw

Israeli veto, would cause a f
of Israeli policy,

This could have ap
settlement .

undamental reappraisal
Particularly on the part of the Labour Party-
rofound effect on the prospects for a peace

22. 1f a settlement j

S 10 be free) arri jdes must
be pushed off their re. y vefl at, both s

Spective present positions. There can be

1 laboyr: P ance
of the members of the Ly the ggntacts and influeng

European Community and of the US are
d be useq.

different , This shoul

Near East and No

Tth Africa p
26 January 19g; ept
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SOUTHERN AFRICA, NAMIBIA AND ZIMBABWE

Brief by Foreign and Commonwealth Office

points_to Make
Points 1O —=——
WESTERN OBJECTIVES
WESIBAN e

1. Combat communist influence; protect Western interests in South

and black Africa. Officials should discuss before policy decisions.

NAMIBIA

NEED FOR SETTLEMENT TO GET INTERNATIONAL ACCEPTANCE

2. Conflict serves Soviet interests. Internationally recognised

settlement might help Angola to get rid of Cubans.

KEEP THE UN PLAN ON THE TABLE

3. Mistake to scrap UN plan unless acceptable alternative available.

Early US public commitment to principles underlying UN plan would

bolster African confidence. UN/SWAPO involvement in some form

essential for international recognition.

US CONSULTATIONS: NEED TO ESTABLISH SOUTH AFRICA'S PRICE
rice for a settlement (even at

4. We need to know South Africa's p
Cost of SWAPO Government) .

THE wAy FORWARD: US-LED DISCUSSIONS: AVOID SANCTIONS

i n rest of Five. Need for

US less committed to past policies tha
ment best way

€arly US consultations with all parties. EHEREROCE ion

= jons resolutio |

to restrain African pressure for sanctions. If sanct

Put, wegst must resist, if necessary by veto.

Bl =
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[1f pressed to associate HMG with consultations:] o hay
6.

+ without success: the US best placed to invegy,

expended credi Batg

Ready and willing to share ideas

a fresh approach initially. ;

private.

SOUTH_ AFRICA INTERNAL

7. Encourage P W Botha's (so far minimal) reforms, but wegte,,
alignment with South Africa a gift to the Russians and thre, to

our interests in black Africa.

SOUTH AFRICA EXTERNAL
8. We should seek to discourage South Africans from destabilising
neighbours; encourage modus vivendi. Raids encourage Soviet

influence.

ANGOLA

9. We want to see Cubans out of Angola. The way to do this is by
a Namibia settlement.

10.  Support by UK or US for UNITA could reduce prospects for

Namibian settlement and Cuban depature. No harm in African-led
moves for a UNITA-MPLA rapprochement (Rowland plan).
ZIMBABWE: AID
———==2Th: AID

11.  Mugabe no friend of the Russians

It is in Western interest
to support him,

Hope

in US aiq generous allocation can
be found for Zimbabye

» and that yg will be 3
repre d at a hig
level at aiq Donors e

C 5
Lord § { Srference in Saltsbury on 23-27 March.
oames wij]y Tepresent Bl‘itain

13. D

espite internal
Secupit 4 ess)
Prospects ¥ Problems (oftep exaggerated in PT

or econom
Y and agriculture are excellent

CONFIDE
| GRGROUND NTIAL

NEED FOR A SETTLEMENT
R - D L LINMENT

BAZ

|, «Front Line States and SWARO suspicioustos any US ipc
scrap UN plan. South Africa and DTA not willing to implement 'whil
. e
y expect SWAPO to win.
the

¢ a SWAPO victory. Only
o

South Africa fears domestic Political cost

the US has the leverage to alter South

agrica's calculation of costs and benefits, ap internal settlement

under DTA would not serve western interests: war would go on
,

Russians expand influence.

US_CONSULTATIONS: NEED FOR EARLY MOVES TO AVERT SANCTIONS DEMANDS
2. We have urged probable new Assistant Secretary of State

(Mr Crocker) to act soon. He says Africa has low priority for new
administration and suggests Prime Minister raises it with President
or with Haig. Africans likely to go for sanctions in Security
Council by April unless headed off by US activity. General Assembly

debate likely 2-4 March.

THE WAY FORWARD
3. Settlement depends on South Africa swallowing likelihood of a
SWAPO regime. Moves to by-pass UN or add new assurances to UN plan

A ercome
will not achieve this. P W Botha needs major inducements to ov

National Party penalties of letting in SWAPO.

The US may be induced by South Africa to
We

4. [Not to be revealed]

A~ 3 3 support.
launch new ideas incapable of gaining international supp

Should not promise automatic support.

SOUTH AFRICA INTERNAL
5.

3 ection campaign.
P W Botha now adopting hard-line stance during el
ism
imited reform
This may prejudice prospects for return to 1i

afterwards. (Elections: 29 April).
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SANCTIONS new US administration wijj Nevey

frica assumes that the

South A :
6. e hope the US will exact a South Af”can

comtemplate sanctions.

price for their veto.

SOUTH AFRICA EXTERNAL .
South Africa is destabilising neighbouring governments apnq ol
7. Sou

ept argument that this strengthens Soviet penetration,
not acci

Hope US can reinforce argument.

ANGOLA

;—;gols expanding Western links. But still dependent on nearly
20,000 Cuban troops.

9. Savimbi, leader of the UNITA guerilla movement, wants US help.
No likelihood that he could bring down Angolan Government . Support
for him would strengthen Cuban/Russian presence. Reconci liation

between Savimbi and Dos Santos is desirable but seems improbable.

ZIMBABWE: AID

10. Total British aid so far offered to Zimbabwe is almost £100

million. Lord Soames will offer £10 million more at the Aid Donors'

Conference. US aiq pledges for 1980/81 total US $70 million, much

less than previously expected by Mugabe from Mr Vance's commitment
to aid agricultura] development

ZIMBABVWE : SECURITY SITUATION

12. The Russiang have stily

in Salisbury.

not beep Permitted to open an Embassy

FOREIGN AND copy
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Brief by Foreign and Commonwealth Office
Page 4
Delete paragraph 12 and insert new paragraph as follows:
12. Almost a year after independence, the Zimbabweans have
now agreed to establish diplomatic relations with the Soviet
Union. Mugabe remains suspicious of Russian intentions and

their links with Nkomo.
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PRIME MINISTER'S VISIT TO THE UNITED STATES

25-28 FEBRUARY 1981

_——

THE GULF AND IRAQ/IRAN

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

Gulf Co-operation

1. Agreement to set up machinery for closer Gulf co-operation

welcome practical step. Regional dangers have concentrated

Gulf minds. Have sent personal messages of support.

. 5 erva-
2. Gulf states other than Oman likely still to have res
arly in

icul
tions about any overt US or Western presence, L

s 5 ified in
the form of bases, so long as the US remains identif
are interest
their eyes with Israel. However, Gult: sretasiet
. i They welcome
With the West in stemming Soviet expansiofn: g

. jends and lower
closer consultation with their Western frien

Profile assistance (eg AWACS).
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Iraq/Iran : The Fighting Bogged Down

3. Stalemate pereists - perhaps only to be broep j, ne
tactics. Irag still militarily stronger. Iraniapn fOI‘ce:
short of essential weaponry (ammunition and spape Parts

mainly) and disorganised. But not the walkover the Iraqyg

expected.

Mediation

4. Efforts by Islamic Conference and Non-Aligned Movement
n

have so far failed. No fresh initiative emerged from reg
ent

NAM meeting in New Delhi. Good Office Committee appointeq

by Islamic Conference unlikely to achieve anything. o0laf

P 1
alme's role as peacemaker stands best chance of success at
bresent,

UK Attitude

© Dower g4 They believe they can
Tuggles between the clergy and

CONFIDENTIAL

sadr cont inue

‘ to undermi i
- ne the Iranjan war effort

{ranians unlikely to negotiate while Iragis occupy thej
eir

gerritory-

>fence Equipment
sale of Defence hquipment
I e

7. Our policy not to supply arms and ammunition (ie
1lethal' items) to either side. Requests for other items
will be considered on a case-by-case basis. Additionally,
in the case of Iran, items of defence equipment will not be

released unless and until the British detainees are released.

Iran : US Hostages

8. Iran remains an important country for the West. Release
of the US hostages should help pave way for better overall
relationship between Iran and the West, but cannot count on

this while power struggle in Iran continues.

UK/Iran Relations
9. Want now to construct a normal relationship with Iran.
But continuing detention of four British subjects in Iran

an obstacle to this.

[ ]
[ 2
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Detainees

prospects for Release of

10. Continue to be hopeful and work Strenuously for thj,
8 s,

Signs that Iranians want to see early end to Problen, e
disagreements among those responsible in Tehran pr°bah1y

delaying response. Meanwhile, anxious to avoid ““"ecessa,.

public confrontation with Iran that could damage Prospectg

for release.

or [If detainees released by 25 - 28 February]

11. Delighted at release. Owes much to efforts of
Archbishop of Canterbury's emissary, and of Swedes. Hope

this will remove a basic obstacle to normal relations.

~4-

CONFIDENT|,
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BACKGROUND
he Gulf
1. On 4 February six Gulf states agreeq to set up machi
. chinery
for closer co-operation. (No mention of joint defence

in order not to provoke Iran,SpufcHicn) security considerati
ons

are their main concern.) [Not to be used: one aim may be

to show they are moving towards military co-operation in

order to ward off unwelcome offers of US help.]

2. New US administration wants to consult closely with us
on Gulf regional security, and values our advice on smaller
Gulf states, with which our relations are uniquely close.
Gulf states and Saudi Arabia feel US does not consult them
adequately on policy, and (except Oman) strongly prefer an
'over-the-horizon' presence to the idea of US bases in the
Arabian peninsula as canvassed in recent months by many of
the Reagan entourage. They will have been heartened by

Mr Haig's recent remarks which show awareness of this
sensitivity. They have said they would like better contacts

with Washington.

3. The US/Saudi special relationship is under strain.
Saudis feel their helpfulness on supply and price of oil

should be matched by US willingness to sell arms (eg FI3)

el
and make progress on Arab/Israel (by pressure on Israel)

i i no
H only to safeguard Saudis' domestic position. But

; ' ing a real
Sign (especially since Afghanistan) of Saudis HaELas

Move away from their pro-Western stance.

/4.
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Iran/Iraq War

4. Now developed into war of attrition. Danger o, cong
5 lie
spreading to other Gulf states receded. Prospectg for :

early end to fighting are bleak. Iraq wants neg("tia'iion
S,

But clergy in Iran not interested. They want complete

withdrawal of Iragi troops and downfall of Saddam Hussejp

Bani Sadr may be prepared to be more pragmatic ang realjgy
ic

but he also wants to see Saddam Hussein topple. Situatj,
n

within Iran further complicated by power struggle between
clergy and Bani Sadr. No point of real authority. Only
Khomeini has ability to unite the country, but so far seems
unwilling to use his authority to achieve this. Saddam

Hussein for his part cannot back down without putting his

own position in Jeopardy.

Attempts at mediat ion

5. Non
Aligned llovement,(NAM) and Islamic Council unlikely

t :
0 be Successfyl mediators. Goog Office Committee

comprisi
ng Senegal, Gambia, Pakistan, Bangladesh, Turkey,

Guinea anq P
unlj 10, appointeq by Tecent Islamic Conference,
ikely to achieye any progress

towards :
Negotiationg ceasefire and

Coul,

d cut across 01a¢ Palme's efforts. He
€ area op
obtaining both sides'

Teturneq tqo th
17 February ang is hopeful of

/6

-6~
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rn initiative

A Weste

6 The only effective

T
present way of accelerating an end t
: o
e would be for collective pPressure to be put I
on

raq

cupied
(Western pressure on Iran would be ineffective and risk

; evacuate the Iranian territory it hag illegally o,
c

driving it into arms of USSR). But any attempt now by UK

to mobilise pressure on Iraq (whether in UN, Arab or even i
Western context) would be opposedibyirancaie st ERRIRE
to back Iraq - and exploited to our political and commercial
didsadvantage with Iraq and the other Arabs. Until British
detainees released, it would also be unacceptable to UK
public opinion to help Iran by pressing Iraq in the manner
suggested. Our best policy is therefore to wait until Arab
disillusionment with the Iraqi adventure grows, and meanwhile
to work for the continued containment of the fighting and

do nothing that would drive Iran towards the Russians.

Arms supplies

7. Since hostilities started, we have supplied Iraq with
equipment of a non-lethal nature (radar and radio equipment,

tank transporters). The Iraqis have asked us to refurbish

. r
captured Chieftain tanks and have expressed interest in othe
items. It we can, we intend to play for time on difficult

; 5 ion
items eg overhaul of the tanks, while not opposing discussi

; isit
on items with long delivery dates. We shall use the Vv

our
of the Iraqi Foreign Minister on 9 March to explain

y of
Policy and our determination to maintain a position

/strict
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Our present intention is that we Shoy,
d

strict neutrality.
ards a similar positiol
s after the four British detajneeg

n for Iran over the Supply
move tow y

of non-lethal supplie:

b released. The Kharg remains a separate PTOblep.
have been )

ursuing with the Iranians a suggestion that they
we are P

ight now wish to sell the vessel elsewhere.
mig

8. The French, we believe, have been particularly
responsive to Iragi requests for assistance. They have
told us that no new contracts are being concluded or
considered (but this may not exclude the use of existing
contracts eg Mirages to maintain or even accelerate other
supplies). The French have blocked the delivery of three
patrol boats to Iran. American policy is to deny US
controlled military equipment to either side in the war
and to discourage other suppliers from action that would
prolong the conflict, This policy will be reviewed by
the new Administration but Mr Haig has already said publicly

that military equipment will not be supplied to Iran.

Iran: British Detainees

9l=si
180s during February that Iranians Vishatsldes. end

of this problem,

, Head of Supreme
e 3
S against the four have no basis, that

g held ag host
ages 1d
soon be releaseq, and that they shou

CONFIDENT)AL

jo, Mr Waite of ArchiiehSEEg Canterbury's giazs has

been
nd remains hopeful.
al

pursuing discussions in Tehran since 5 February
British consul and Swedish Ambassador
grantcd access for first time on 7 February to see four

getainees. But signs that dissensiong Within responsible

Tehran authorities are causing delay.

UN Human Rights Commission
UN_Human TZgune O Resel

11. Americans have been pressing strongly to table a
Resolution at current Human Rights commission meeting

in Geneva condemning Iran's holding of US hostages.

We have explained to US the problems relating to

present delicate discussions over detainees. US has
agreed to postpone discussion at Commission until late
February. But they claim to be under considerable pressure

to continue the exercise.

Foreign ang Commonwealth Office

19 February 1981
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CHINA

Brief by Foreign and Common
13 &ag

HwiaR
i Prospects for US/China relat:

POINTS TO MAKE

to the Taiwan complication?

US policy on defence sales

L U
3. Sino/UK relations satisrjrh

China 1-5 April. Commercial
o OF

tightening the belt.
ol g
Though political and

Deng's influence still para

BACKGROUND

Sino /US Relations

I

Te-establishment of official
farlier by Carter's decision to
the ys diplomatic privilqg,e_sua"q

US policies on continued arms sales

AoAdtEAL
CONFIEN?%E :
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Tt i the s

nition of Peking as ole log
ina0S recog! al
9, For Chin

pina was premis
il seriously damage relations.

: X Bovg,
e for normalisation; any Tetrea : LN

r
ment of Cl om

Have
: Wa,
that principle ¥O fhed

&5 cannot take foF granted Chinese support againgy Soviey
tha o
i conpromise over Taiwan. Reagan Administratjonig Chip,
Union i g a
£i11 not formalised. At Senate Foreign Relationg
policy §

Committee hearings in January, Haig said US would fulfj; its
o

tions to supply 'purely defensive' weapons to 'the DPeople

of Taiwan' and also that US had interest in improving rﬂations

obliga

with China. He avoided being drawn about re-establishing
official relations with Taiwan. Carter Administration Willingneg,
to sell dual-purpose military equipment to China still not

confirmed by Reagan.

3.  Sino-US cooperation in finance, insurance and oil drilling

nevertheless continues. In October China signed agreement to

purchase up to nine million tons of US wheat and corn annually

for 4 years from 1981. Visit to Peking in January by Senator

Theodore Stevens, deputy Republican leader in Senate, accompanied

Py lirs Ama Chennault, (long time supporter of Chinese Nationalists

appear.
Pears to havye encouraged Chinese. But still very sensitive

(as demon i
Strated by their sharp reaction to proposed supply of
Dutch Submarines tq Taiwan )

Lord Carrington‘s Visit
4,

d
tpon®
, Hong Kong and Japan) P%° .
part of no¥
e
Foreign Minister Huané

s
Talkg 4 jssve
i certaip bilatery; i Y11 cover major international

nternal
W’/

Hua Guofeng effective

1y though not yey formally gemoteq

n Chairman. Successor likely to be fy Yaobang, an
from = ) ano

o ther ally
; Deng xiaoping (whose protégé Zhao Ziyang ig already
or

J Premier),
ges will be confirmed by Plenary meeting of Party 2

Chan Central

later this year Trial of Gang of Four (endeq in

committee
an“m_y) accelerated break with the Cultural ReVOlutionary

past and inflicted further damage on already tattereq reputation

of Mao Zedong.

6. Reactions of Military and Party and Government bureaucrats
uncertain. Some may resent abruptness of break with past and
speed of 'demaoification'. Military probably also disgruntled
about cuts in defence budget. Problems too on economic front.
Drastic reductions announced in capital construction and
expenditure, to reduce budget deficit and eliminate bottlenecks.

Certain contracts cancelled with Japanese and West German

companies. Some UK companies now also affected.

7. Overall picture therefore more uncertain than a few months

3go. But despite some resistance, Deng's position nevertheless
i nsure

remains strong. Continues to consolidate power so as to e

continuity after his death.

Fo
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PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981

_—
THE CARIBBEAN AND CENTRAL AMERICA
Brief by Foreign and Commonwealth Office

BEm———,—

POINTS TO MAKE

1. Ye recognise the US has a great security interest in Central
pmerica. We share the general western interest in thwarting the
expansion c¢f communist influence.

215 Need to correct public misapprehension on developments but
impossible to support excesses of the Colonels who must somehow be
restrained. How to bring about a democratic representative
government that could be wholeheartedly supported?

3. The more published evidence there is of clandestine military
support for the guerillas in El Salvador, the easier it will be

to condemn it. What steps do you contemplate to halt communist
supplies of arms? [We would need to study and consult with European
Partners before committing UK to support].

4. Eagleburger and Haig have mentioned need to do something about
Cuba. Agree that Cuban trouble-making should if possible be B
But important not to give them easy targets or opportundELEREg

: < do you
Undermine us with the Non-Aligned and in the region. What y

fugees?
have ip mind? How would you respond to a renewed flow of refug

/6. We
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6. We need to help promote economic development i the
Caribbean to consolidate the recent favourable political
trends. We granted Jamaica a £6 million Joan 1ast montp
expect to offer more. We have an extensive Programme of.
security assistance in the Caribbean.

7. (DEFENSIVE, if the Americans complain of our Eranting
independence to Caribbean mini-states).
when it is clear a majority of the electorate wants it and
appropriate constitutional arrangements are in place,
Instability might otherwise result. Antigua should become
independent this year. Belize apart, no others are likely tq
attain independence in the next two years.

8.

We should keep up the valuable US/UK/Canada consultations,

We grant indepehdem3

CONFIDENT;

1AL

BACKGROUND

CENTRAL AMERICA

1. Since the overthrow of President Somoza in July 1979
the
left wing Sandinista regime in Nicaragua has become steadi]
¥

more restrictive. The chances of a "'pluralist ' government
nave receded. Nicaragua is moving steadily closer to Cuba ang
the Soviet Union: there are probably more than 4,000 Ct.xban
advisers in the country, possibly including soo‘military: but

still dependent to a large extent on Western aid and thus open

in some degree to Western influence,

2. FE1 Salvador is currently most at risk. Government control
of the situation there rests with the security forces and is
still fragile. Right wing paramilitary forces have an almost
free hand. The left wing guerrillas (FMLN) have shown by their
January offensive that they present a serious threat. This
offensive seems now to have failed; the US has resumed military
Support for the Salvadorean Government.

3. If the Salvadorean Government were to fall it is unlikely
that the present military regime in Guatemala could successfully

3 inflicted
defent the challenge of left wing guerrillas who have

there has been the familia

SOme local reverses on military units;
o ldiery, and
Pattern of indiscriminate retaliation by the SO
: right wing
&Ssassination of selected individuals by extreme

Paramij) itary groups.

/4.
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ot the other cou
e in the return to democratic government

ntries in the region Hondurge .
4 "

delicate stag
ly stable democracy degpj
a remains @ reasonably Pite econg,

t 2

Dsta
Ric ic
y ast year. Panama retains ui

problems during the P T taRgEe

; 81a4,
There are as yet no signs that left wing = ﬂtwnx

with Cuba. UTgen,,

is imminent in those countries.

5. The Americans claim to have good evidence that the

salvadorean FMLN are receiving weapons and military training
through Nicaragua from Cuba and from Eastern Europe, y, haye
direct evidence of our own to support this, but Haig'g Specia]
emissary Ambassador Lawrence Eagleburger left documentary eVideng,
with the Lord Privy Seal when he called on him on 19 February,

This is now being studied. The Americans also claim to haye

evidence of Cuban support for the left wing in Guatemala,

6. The Reagan Administration is taking a tough line. They

will step up support for the Salvadorean government and
Ambassador Eagleburger made clear they would be asking for UK

. bpolicy.
Support for their /Regardless of the character of the Salvadoreu

ove :
government they are determined to put a stop to clandestine

arms
SUPPLies to the guerillag. They have undertaken to consult

the UK b i 1
efore taking action and will hope both for a public
condemnatj o,
1 n from the UK of the clandestine arms supplies &
OT  public

PPToval of ypjteq States action to interdict
It is clear that the Amer{

er for their
rel - 1
the bl #t1ons both with the allies and With

them,

fiF 5 e as @
Baromad cans regard this issu

. 1t seems likely that the Provision of arms ang
: . ammunjtjop
and military advisers to the Salvadorean army will be aye
Sufficient
keep the internal si i
for them to Situation under co,
Ntrol.  We gho,
g b X uld
not expect the US to find it necessary to undertake mo.
re

intervention. If US troops were to be committed to El s

with a ''sphere of interest'' argument, 4 co-ordinated Western

response to Soviet action would be the harder to organise

8. There is much opposition in Europe, from all shades of polit-
ical opinion, to the Salvadorean regime. 'l;here could be no
question of EC aid to the Salvadorean Government. There may be
some disposition on the part of other Europeans to send help to
the opposition. We have made clear our view that all EC relief
for the victims of the violence should go through neutral and

disinterested agencies.

9. We have very few direct interests in this area. We share
US concern at any spread of Cuban, and by proxy Soviet, influence.

We should not favour the emergence of extreme left wing regimes

in E1 Salvador or in any other Central American country. But

i he
there is great public and Parliamentary concern (not just on t
left) at the repressive and brutal nature of the present

b f reform.
Salvadorean Government, which stands in urgent need 0

i while
Our policy is therefore publicly to deplore the violence

or criticism
avoiding one-sided condemnation of the Government

§ oncerns to
Of American policy. We should however explain our ¢

of the inter-
the US Government and ensure that they are aware

- Salvadorean
"ational implications of over-commitment to the

hould also try to persuade our

/partners

Government, wWithin Europe we S

CONFIDENTIAL
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standing of the American POsitig
to show under: n,
partners

3 boy,
ish to avoid damage to alliance SOlldarity AShithy ()
S

all we W

early stage in the US Administration.

CARIBBEAN

10. Moderate pro-Western governments have recently yop el‘-‘ctiong
in the independent countries of St Vincent, Dominica and Tenage,
and the internal-ly self-governing British West Indies ASSOciated
States of St Kitts-Nevis and Antigua. Financing Tequirement
for economic reconstruction in Jamaica is high (IMF estimate
over $300 million for 1981/82). But Mr Seaga looks mainly to
private investment to fuel economic recovery. Mr Ridley signeq
a loan agreement for £6 million during his visit to Jamaica on

23 January. We hope to offer ¢5 million in financial year 1981/

82. This has not yet been disclosed to Jamaica. It should

bring our total contribution this year to $26 million. But the

Jamaicans will want more. The US has so far offered $60 million

and have been lobbying other donors to be generous.

11. Britain is also a substantial aid donor to other Commonvealtl
Caribbean states (about £24 mil1ion jp 1979). But the 1981/82

allocations may be lower, Our programme of police and coastguafd

training apg €quipment ang militar

SOns the
Y training covers most of
islands,

e
This reduces the Scope for extension of Cuban £
beyond their bridgehead in Grenada

12; Secretary of State Hai

Policy towards oypg i

ther
CONFIRENTIAL re

CONFIDENTIAL

stern countries do not support), might rigk

other e ; 5

ptation with the Soviet Union.

0
confr

The jast Administration were particularly concerned that
13. /

rks and Caicos Islands, a stop on the drug-smuggling route
o TUrKSE
the

South America, might become independent in 1982. This
grom SO

t has now receded following a change of government in
c
prospe

the Islands.

The US are to host the next round of US/UK/Canada
14. e

1tations, due in the first half of 1981. Mr Ridley
consulta )

ually represents the United Kingdom.
us

FOREIGN AND COMMONWEALTH OFFICE

19 February 1981
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POINTS TO MAKE

1. Grateful to Amerlcans for 1
arms supplies to Salvadoreaﬁ gLI
shall study carefully materi-.a.'l
Lord Privy Seal.

2. Direct British interests in E
Embassy a year ago because of da
Strategic importance of Central

“Xtension to Western alliance.

1
"SUrrection in E1 Salvador. The MOT

CONFIDENTIAL
-1- 4
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y support for the guerrillas,

inist militar the ange

of comm

fite
it will be to condemn 1

Must recognise that record of oppression of Present i
4.

jewed with abhorrence by virtually all shades of Opiniq
is vl n

S e L€ would atiract the strgpgg,

criticism.

5. How can a more acceptable government be brought about?
o ¢ How
to bring moderate politicians now aligned with guerrillag back

to the fold? How to bring security forces under control?

6. What steps do Americans contemplate to halt communist supplies
of arms [we would need to study and consult with European partners

before committing UK to support].

7. [If raised] Quite agree that care should be taken that
European food and other emergency aid should not fall into hands

of guerrillas, but may need to be channelled through respectable

non-governmental agencies.

CONFIDENT]AL

BACKGROUND

EL SALVADOR

1 For the last 50 years El Salvador has been ruled Y

s ed by

£ succession of military governments Sympathetic e A
small

and wealthy land-owning oligarchy, Following a coup i
n

october 1979 a five-man Junta including three civilians wa
s

Tt up- Government Ministers appointed included Christian

Democrats, Social Democrats and left wing I‘epresel:ltativeg

A reform programme including land and banking reform was

jintroduced with substantial US economic support.

2. The reforms antagonised both left and right wing
extremists who reacted with ever increasing violence.
Guerilla groups on the left wing have engaged in kidnappings
(British businessmen among the victims) and murders !
(incTuding diplomats). On the extreme right paramilitary

groups have been allowed to function with little or no

interference from the security forces.

3. In January 1980 the civilian members of the Junta and

a majority of the civilian Ministers resigned. They were

replaced by Christian Democrats. Continuing support for

hom
the military split the Christian Democrat Party some of whol

Joined the opposition. By September a rift developed

between the two leading military figures in the et

3 ished
Colonel Majano and Colonel Gutierrez. The Torte el

/to
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ith more moderate memberg of
p dialogue w the
to pursue &

I e jtsel! into the Re""1““0nar
opposl Y

Democratic Front QERHIIIE Latter was closely identifigq

ith the parasilifazy Eroups and tock a hard line g,y
w.

the opposition.
4, In December 1980 Colonel Majano was ousted and ig
currently in hiding.  The Christian Democrat Napoleon Duarte
was declared President and Colonel Gutierrez Vice PTeSident
and Supremt-e Commander of the armed forces. Shortly
thereafter three US nuns and a social worker were killed,
leading to the suspension of economic aid by the US; this
was resumed after the US government had declared themselves
satisfied by the progress of an investigation. However

no arrests have yet been made for any such killings.

5. More than 10,000 people were reported to have been
killed in acts of political violence in E1 Salvador in 1980.

Many of these deaths can be attributed to the security
forces themselves, |

INTERNATIONAL ACTIVITY
6. A

resolution on hypap riehts violations in E1 Salvad®”
was introduced at the

. 0
: TN ey Assembly in December 198
Y 2 numbeyr of leftist

u d fovernments. The UK attempted
nsuccessfully to Persy,

ade the co-sponsors to make miBno%

/ amendments

CONFIDENTIAL

CON FIDENT|AL

gnendments to make it more balanced, ye abstained, pyy
e explanation of vote supporteq a call for ap
inveStigation by the UN Human Rights Commission, The
resolution was passed in Plenary by 70 - 12

2 with 55
abstentions. Of our LC partners France ang Italy also
abstained while the rest (and Greece) voted for the resolution,
The US abstained (the vote was in the wake of the killing of
the three US nuns and a social worker).  The Human Rights
Ccommission is currently meeting at Geneva where the

resolution will be discussed.

RECENT FIGHTING

7" On 10 January the military wing of the FDR launched an
offensive. It appears to have failed. The outgoing US
administration resumed and increased military aid to El
Salvador including military advisers and the supply of arms
and ammunition, on the grounds that external military aid

was being sent to the guerillas.

8. The Americans claim to have good evidence that the

i training
Salvadorean FMLN are receiving weapons and military

e. We
through Nicarague from Cuba and from Fastern Europ

is, but
have no direct evidence of our own to support this,

burger left
Haig's special emissary Ambassador Lawrence Eagleburg
; en he called
documentary evidence with the Lord Privy Sealit

i o ing studied. The
°0 him on 19 February. This is now being

/Americans
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s also claim to haye evidence of Cubap SUpport for
AmericH: ]

the left wing in Guatemala.

US POLICY

The Reagan Administration is taking a tough Tine
9.

They
will step up support for the Salvadorean government and
Ambassador Eagleburger made clear they would be asking for
UK support for their policy. Regardless of the charactey
of the Salvadorean government they are determined to put g
stop to clandestine arms supplies to the guerillas. They
have undertaken to consult the UK before taking action ang
will hope both for a public condemnation from the UK of the
clandestine arms supplies and for public approval of United
States action to interdict them. It is clear that the
Americans regard this issue as a barometer for their relations

both with the allies and with the bloc.

10. It seems likely that the Provision of arms and

ammunition apg military advisers to the Salvadorean army will

be sufficient for them to keep the internal situation under
control, e should not €Xpect the US to find it necessary
€ more direct intervention.
to be committeq to El Saly

to undertak,
If US troops were
ador, a Soviet inyasion of Poland
Wwould pe easier fop Mo, ;

REPR5e; du i " sphere of
interestn Justify with a " sp

Jalll

CONFIDENTIAL

A

CONFIDENTAL

o ATTITUDES
£

The vote at the UN is a fair indication that most :
11 L o

vernments adopt a more critical view of the Salvadorean
iC gove®

t than do we. They

are also likely to h
mvernmen y ave greater

sitation about supporting US actions towards E1 Salvador,
heev gave Ambassador Eagleburger a guarded reception. The
:chalist International have already confirmed their belief
that the opposition FDR is the most representative body of

salvadorean opinion.

12 The EC Commission will be supplying food and other
mergency aid to E1 Salvador. To meet American concern that
emerg 3

this might find its way into the hands of the guerillas it will

be routed via the International Committee of the Red Cross.

FUTURE SCENARIO
rm E1
1.3% It is unrealistic to expect that in the short te
- ation.
Salvador will return to a peaceful democratic situ:
larised for
Violence is endemic and the two sides are too po

orean
that to happen. US assistance for the Salvad

Y g e U i
i intenance in powe:
Bovernment is likely to ensure its maint

rate that the
the longer term, if it is possible to demonst

ight
i trol, there m
threat to security from the left is under con i

e Salvadorean authoritie!

That

be some chance of persuading th

oderates.
t0 make some political opening towards m

ccepted
t must be a
NSt be the main long term hope. But 1

off.
that sucn an aim is probably a long way

/THE BRITISH POSITION
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RI7ISH POSITION

THE Bl
olicy so far has been to deplore the
p violEncE

14, British

11 sides Following the murder of six moderate
by a 3

. er 1980 the Secretary of g
politicians in Novemb tate sy,
nessage of concern to the Salvadorean Foreign Ministey

expressing the hope that those responsible would be bl‘Ought

to justice. In Parliament we have resisted attempts i, dray
parallels between the situation in E1 Salvador anq those
existing in Poland and Afghanistan. As part of our neutra)
stance Ministers have stated that no British military
equipment will be supplied to E1 Salvador.

15. There is however considerable pressure on HI;IIG to
dissociate the UK from US policy towards E1 Salvador and to
adopt a sympathetic attitude towards the opposition FDR.
Many letters have been received from MPs, the Churches and
other religious organisations, and members of the public, the
vast majority of which seek to pressure us in that direction.
16.  Our direct interests in E1 Salvador are minimal. Our
Embassy there was closed in February 1980 because of the
disproportionate cost of Providing protection for our staff.

¥e have on).
b Y a smaly residual aid programme and a low volume
€Xports (¢q. gy in 1980) ks 1ittle

Strat he are
importance to us egically the

an early our main interest in Central Americd is
a
nd orderly s mteresgs

in every gpp disengagement from Belize.
ere
are mycp greater, Inasmuch as they wish

/2

CONFIDENTIAL
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4o combat Cuban influence and encourage Stability jp 4
n the .

area we share thelr aims. COMEiyRG S European partpe
s

are not l1ikely to be as understanding as we are of Ug

policy. The possibility exists therefore of o rifg

P i > should
17. While we should show sympatheticRundersfeniieeeten
concern over El Salvador, because of the widespread public
revulsion over the repressive record of the Salvadorean regime
we are unlikely to be able to give the Americans all the
support they want. We should encourage them to continue
to consult us and other EC and NATO countries about their

all the
policy and to provide/evidence they can of Cuban activities.
For our part, we should seek to encourage our partners to take
a realistic view of the situation in E1 Salvador and the risks
of the extension of Cuban influence in Central America
generally. We should encourage a greater understanding of

the direct strategic threat which the US perceives there.

18. Our public attitude needs to take account of the pressure
of public opinion against the E1 Salvador government.  The
of the

Government have stated that they support the rights

d
Salvadorean people to determine their future peacefully an

outcome
democratically. But we must accept that such an

. 2.
1 not likely in the short term. We could probably say

/publicly

CONFIDENTIAL
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port efforts by the US anq tile
t we SUP)
cly tha

. Vi rference i, ;
¥ ments to oppose inte
overnl

salvadorean g

affairs of E Salvado .

| W only carry conviction if we ha
3 -
i1l

by communist countries, oot g
17

ition supplies to the gueriyy,
- able evidence of arms 8
icly us
public
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BELIZE

Brief by Foreign and Commonwealth Office

POINTS TO MAKE
1.  Belizean independence long overdue.

2. Negotiations continue to try to find basis for settlement.

In best interests of all concerned.

5. Content of negotiations (by agreement with Guatemala and
Belize) remains confidential. But it appears from most recent

found that Guatemalans might settle without outright cession of
erritory. Nevertheless, still touch and g0

h . e
b we shall not announce a date for Constitutional Conferenc

while there is still some prospect of a settlement.

w

t from
With British soldiers in Belize solely to meet threabarSo
- i !
uuatemala, we hope the US will maintain offensive am: :temalan
3Baingt Guatemala. If the US provide support to the Gu

lan
Gover“ment we hope it would be conditional.on & Gm.atem
inst Belize.

>

un A
dertaklng in no circumstances to .act agd
/63558
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IN SJUARE BRACKETS ARE NOT pog e

1¢ Belize goes t0 independence without a "98°tiateé

6. s ys will join with other regiopaj Sta SCET, | s attitude to Guatemala
ment, es j Until November 1980 the Us consistent]

1t if Belize were threatened wity 7 Shariie g
ned on

ttlement of the dispute

ain that ap

[Defensive, if asked about danger of Cuban Denetraty ip the status quo would cause Lostability in the areay c;:nse
. They

; : on of ur military presenc :
independent Belize]. After 16 years of internal self-g, saw our iu ,‘ 3 Dresence as precluding unwelcome Cuban
ment in Belize. But before leaving office the Carter Ad

Belize has institutioné to resist this. Best guarantee Wi
be a secure and stable Belize free from Guatemalan threat : tion voted in favour of the N

in
ement to consu mils ay 5 ,
agre _1ltary .uccessive UN resolutions calling for a i

agression. g :
8! .nd independence for Belize., The US maint

P

8 involve~

ministra-

ovember 1980 UN resolution on Belize

In their statement the US recognised that independence should not

be delayed but stressed the importance of achieving a negotisted
ttlement first.

se

We do 1.uot know the new Administration's position. Secretary
Haig has said that we would not "get any stick" from him personally |
or from the Administration but hoped that we could proceed "in
tandem and in step". There is no doubt that the Guatemalan ‘
government are hoping for a closer relationship with the new |
Administration than was possible with Carter whose policies were
inated by human rights issues. Guatemala will also be pressing {
hington to resume arms sales. We would not wish the US to
sell weapons which could be used against our garrison. But We
have no wish to dissuade the Americans from developing & closer
relationship with Guatemala which could be o our advantage. i

reassured that Belize would be

3. The Americans may need to be
£ As a result of

from Cuban . penetration after independence. 4
16 years internal self-government under the British Cr?wn, Belize
hes the necessary institutions to resist such penetration and
' to be conservative. Guatemalan
best way of
uence.

R

®lizean society as a whole tends
Scceptance of Belizean independence would be the .
Providing an ares of stability resistant to Cuban &8

Beli,

==i2¢ Independence Process :
"' L t in accordance with the UN
We announced on 2 December tha s,
nference would be he .
ished their

fesolution, a Constitutional Co 1
Near futyre. The Belize government have pub

jementary system of

c +1 3 v e parl
°istitutional proposals for a two-house P o ke, BB

80Vernmen i Head of State.
ant ) as Hea&
with The Queen /consider"d

in

SECRET {
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n Belize. To be sure of completing the
ime O enable Belize to become indepe
UN General Assembly (as called gop

nstitutional Conference shoulg Stazg

ered publicly
ess in
£ the next

consid
legislative proc
before the end © .

. tne DN resolution) ®he s B s
5 o June. Such timing leaves T Slippage ang
no later tha uld give the legislative process a high

assumes Ministers WO!
A date for

X"IdEnt

it the Conference has not yet been announceg
priority. .

mala

Negotiations with Guatel . : |
- d in the series which began in Bermyg,

5. The most recent roun A
last May, took place between officials in New York on 5-6 ang

12-1% February. Prior to these talks the Guatemalan government:g
public possition had become increasingly hard and belligerent,
The Guatemalan negotiating team nevertheless appeared ready to
settle the dispute [on the basis of a lease over the Southern
Cays], without outright cession of territory, but with an
economic and commercial package on the mainland. [Deépite this
unprecedented Guatemalan position, the talks came close to
breakdown as a result of Belizean difficulties over the extent
of concessions on the Cays.] With difficulty the Guatemalans
were persuaded to attend a further Ministerial meeting which is
likely to take place in London at the beginning of March. In the
meantime we are trying %o persuade the Belizeans to close the gap
between them and the Guatemalans. The Guatemalan team made it
::*:r:::: ::f:::m:n:::ﬁt of a date for the Constitut:.i.onal
i ement is reached would be a signal to
gotiations to-an eng
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R RETAINED UNDER SECTION 3 (4
5. 16 ue are wmante 40 2ol OF THE PUBLIC RECORDS ACT

Guatemala Belize will

and 2
: fclearly defined period of time, th?
elence Force (BDF), and some continulﬂg

from ples

iy others, In order to be cred
/US
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Us Bozticipation 2n such a multilateral app
crucial'

: an
It might commit signatories o8 foniement would be
WS ;=
(1
In the event of any armed attack againgy Bel
organised or supported, or the threat oftsnen att
we shall immediately consult together fop the o
ideri u
of considering what measures should be taken if: rpOSe‘
to such attack or threat. relation

ize exEérnauy

Post Independence
7, We will continue to provide aid to Belize. Othep donors
would be welcomed by Belmopan. We expect the international
agencies to play an important role with economic and financial
aid. Belize has a viable economic foundation.

8. We will give assistance with the training of the BDF and
police. Contribution from the US would be welcome.

Fores
*®ign and Commonwealth Office

19 Feerary 1981
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BELIZE

Brief by Foreign and C

POINTS TO MAKE

1. We are holding talks at Minis
next week (5-6 March).
Inportant not to rock the boat.

our negotiating hand to justify tli‘e.:
chance of settlement. K

2. Cession of territory, includin

for Belize and we accept this. But

Position. We discussed this with

February, and continue in close tol

3. Meanwhile Americans can help b:

:i:::ility in their position. Unhe
14s for cession of islands.

is
. °f the essence to both sides, bu
e Settlement . ‘




8 ACKGROUND

Guatemalan Foreign Minister saw Haigv'

;bruﬂry' He misrepresented the talks we

(sioing that cession of the Southern Cays
d and that the Belizeans had subse

agree -
This is not true. We have always

this.
cession of territory was out of the que

2. The Americans now seem to be ba
and urging cession of the Sapodilla
Consul-General in Belize City has

price. Price reacted unfavourably.
is likely to be counter-productive.

We, not the Americans, are ir
Price after our discussions in Londol
on the Guatemalans. With‘patienee
could still be reached at the Mii
and 6 March.

F
2““‘“ and Commonwealth Office
4 February 1981
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Points to make

1. WE HAVE JUST HELD A ROUND OF T

NEW_YORK

[Details to follow - talks being
2. UK WANTS TO SOLVE PROBLEM

We are in no doubt about our sover
but are prepared to talk about fresh s

to end dispute,

3. CAN ONLY ACT IN ACCORDANCE WITH IS

ROt alidecolonzation problem as Argen

"
3Nt to remain under British admin

-1-
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gackground

Falklands have bee
4% The N settled for ne -
arly 1sg
Years

continU"“Sly by people of British extraction Th
> ere are
bout 1800 inhabi
currentLY a itants, Their socj
ety and whol
e

way of Life is British and they do not wish to ch
ange.
However, the sovereignty dispute is impeding the Islands'
nds

nomic development. The Argenti
eco gentines m already

exercise some control over the Islanders' lives: eg, the
‘oeg,
Islanders are dependent on the Argentines for their air-

service and for most of their fuel-supply.

2. The Americans have endeavoured to maintain a neutral
position in the dispute, and abstained on the last UN
Resolution in 1976 (which was favourable to Argentina, and

was carried overwhelmingly with only the UK voting against).

3. Following Mr Ridley's visit to the Islands last
November, Islands Councillors agreed that fresh talks should
be held, but stipulated that the UK position should be to
seek to freeze the dispute. This is unlikely to be

acceptable to the Argentines.

in New
4. The next round of talks begins on 23 February o

B tine
York. mr Ridley and Comodoro Cavandoli, thesAnass

g the delegations: two

Pputy Foreign Minister, are leadin

ation. In
Falklang Islands Councillors are in the Ux e y
¢ ief the Prime
Yiew of the timing it is!not possibRERECREE
will send

v ation
MNister further at this stages TNESIRES
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eport to Washington by 25 February for She B
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d on in her discussions. i
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PRIME MINISTER'S VISIT mg THE UNITED
25-28 FEBRUARY 1981
— N
VIETNAMESE REFUGEES

STATES

Brief by: FJCI05

POINTS TC MAKE (DEFENSIVE)

1. Greatly appreciate US record of resettlement from Hong
Kong.

2. UK quota agreed in July 1979 nearing completion. Review
of position will follow visit to Hong Kong by Lord Carrington

at end of March.

BACKGROUND

1. The US have taken over 33,000 Vietnamese refugees from

Hong Kong, more than three times the UK figure. Over 21,000

of these left Hong Kong in 1980, out of 8 total of 37,500
Continued US offtake at

tial for the reduction
imal figure

departures to all destinations.
current levels (1,500 a month) is essen

in:
of the present residue of around 20,00080N&EE
gressional committee
the US effort was not

in late
late this year. However, a Con

1980 m 3 they believed ;
ade it clear that Y ond M Muskie wrote

bei countries,
€lng matched by other Western or a further

ssing f
to the Secretary of State in December 1245

UK quota.
2,

indicate whetheT it

rogranne o
p Ny

3 isting
: nsive exis’ )
wil) continue the generous but expe i /14!000 i

; £o
The new US Administration has ¥e©

1=
UNCLASSIXIED



rivals a monthe
500 Vietnamese refugees have arrived ip the
)

14,000 ar
3,  About 8
United Kingdom from Hong Kong out of the quota of 10,000

ced in July 1979 (and about 1,000 arrived before then)
announ O

A team of Home office officials is due to leave the UK fop

Hong Kong on 27 February to complete selection for the quota,
There is a continuing commitment to accept family reuniop
cases and 2,000 Vietnamese still in Vietnam have so far been
guaranteed visas. The resettlement programme in the UK ig
facing practical difficulties in relation to housing and
employment. Lord Carrington will review the need for a

further commitment from Hong Kong during his visit at the

end of March.

Foreign apgq Commonwealth Office

20 February 1981
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PRIME MINISTER'S VISIT TO THE UN1TRp STATES

25 - 28 FEBRUARY 1981

UNITED STATES INTERNAL POLITICAL AND ECONOMIC SCENE
Brief by Foreign and Commonwealth Office

Internal (General)

1. President Reagan's clection by a landslide reflected
the American people's dissatisfaction with what they saw
as a decline in America's fortunes at home and abroad under
President Carter. The prevailing mood favours a high

§ % ed after
Posture abroad now that sufficient time has pass

3 . 5 ackground
the trauma of Vietnam and against the immediate e

. ter period
°f what is seen as the irresolution of the CaT

(an]“‘“ng the humiliation of the hostages o 1 N:s
al observers are however confident that the U"ite‘.’ :Bl’ox-m
has. Or can regain - the cconomic fruc LR and a morce
the basig of a strong United States defence posture

CONFIDENTIAL




CON

Gecisive role abroad.

president Reagan has moved sWiftly to fulfil ke, eleg
2. Pres .

1 pledges. At home his recently announced economj o
toral p <

ackage, involving cuts in public spending and in income
p )

tax (see below), are as far reaching as he promiseq. o
foreign affairs, the Administration have emphasized the
Soviet threat, stepped up defence expenditure and initia.
ted policies in Central America designed to contain the

spread of communism.

President Reagan's Team

3. A list of Cabinet and senior White House officials is
attached. With the exception of Mr Clark (Mr Haig's
Deputy at the State Department) the majority of senior
appointees are of a reassuring calibre. Their statements
at Senate confirmation hearings have generally been prag-
~matic and management-oriented. This post.ure has caused
UPSet among the right wing of the Republican party
(notably with Senator Jesse Helms) which for many years

has
regarded Mr Reagan ag its standard bearer and had

hoped for a greater say in affairs

policy leayj
ng the Nsc, Under Mp Richard Allen o

means impogg ible) .

S

CONFIDENT|A,

CONFIDENT|AL

inistration have p
The Admi een sloy ini
aking

ppoiﬂt"‘(’”ts below Cabinet level g RS
4 of

thos€ alzeady DOMIHZEEC (inCI“di"fz for instang,
., 1 ' e
yessrs Eagleburger and Crocker at the State Depart,
= ment)

pave not yet been confirmed by the Senate. Thjg is
giving rise to delays in the formulcimcHumuneey

and domestic policy

uS ECONOMY
w@c Strategy
6. President Reagan presented his Programme for
Economic Recovery to the Congress on 18 February, It
is based on reducing the role of Government and increa-
sing incentives for the private sector, and has four
main elements:
a. Slower growth in Federal expenditure:
President Carter's plans to be cut $4bn this -
fiscal year (ending 30 September) and $14bm
in FY 1982;
b. Lower Federal taxes® Personal income tax
to be cut by 10% in each of the three years

- 84);
starting 1 July 1981 (cost $118bn by 1983

: and
c. Relief of Federal regulatory burdens

d. Stable monetary policy,

these policies, from the indep

consistent with

endent Federal

Reserve system.

t to
: tary budge
Details will be announced insupplemen diture is
expendl
B¢ sent to the Congress on 10 March. ALl programnes
ence
to Suffer cuts except 'safety net' and def!

SVare
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ase of $60bN is requested by 1986, Bugg,
e ot

: incre
for which an 1in¢ .
year, g§45bn in FY 1982, $3¢ in py

+ to be $55bn this

defici
11 surplus in FY 1984.

1983 and a sma

Recent Economic pevelopments

5. GDp fell sharply, by 10% pa in the second quarter of
1980, recovering in the following two quarters to a leve]
of 0.8% below the first quarter peak. The immediate prog-
pect is some weakening of the recovery, with gradual reyj-

val in the second half of 1981. Inflation remains a
major problem, with consumer prices up by 12.4% in 1980
and the GNP price deflator by 10%. Unemployment was 7.4%
in January, and the 1980 trade deficit fell $5bn to $32bn

with further substantial reductions expected this year.

Administration Economic Forecast

9. The Administration expects GNP growth of 1% this year

and 4-5% pa in succeeding years; consumer prices to rise
Fherna i

11% this year, falling to 8% in 1982 and 4% by 1986; and

u :
nemployment of 7.8% this year falling to 5.6% by 1986.

Foreign and Commonwealth Office

19 February 1981
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UNITED STATES ADMIN

ISTRATION

-GTDENT
PR},SID Ronald Reagan

resident

ice-P
yice George § Bush

pRESIDENTIAL ADVISERS

n of the Council of

jrma ;
that? omic Affairs

Econ
sistant to the President for
As National Security Affairs

Murray Weidenbayp
Richard y Allen

WHITE HOUSE STAFF (not in order of Precedence)

counselor to the President Edwin Meese 117

James Brady
Michael K Deaver

fhite House Press Secretary

sssistant and Deputy White House
Chief of Staff

Assistant to the President for
Domestic Affairs and Director
of Domestic Policy Staff

White House Chief of Staff

Martin C Anderson

James A Baker III

CABINET

Secretary of Agriculture John R Block
Malcolm Baldridge

Caspar W (Cap )Weinberger
Terrel H Bell

James B Edwards

Richard S Schweiker

Secretary of Commerce
Secretary of Defence
Secretary of Education
Secretary of Energy

Secretary of Health and Human
Services

Secretar)’ of Housing and Urban Samuel R Pierce Jnr
Development

S 2

fCretary of the Interior

A
ttorney General

James G Watt
William French Smith

Se, < 0
S(cretary of Labor Raymond J Donovan
CTetary of State Alexander M Haig Jnr ;
Secr, g rew) Lewis JnT
Sec Ctary of Transportation Andrew L (D ¥
Ds Tetary of Treasury Donald T, fiegt
Tector ot ora William J Casey

Anmj jrkpatrick

Cag?ﬁzidol‘ to the UN with Jeane KiTkp:
; Trank
irect 5 Stockman

or, offj pavid A
ang Budget ce of Management 3
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SUB-CABINET

Department of State

Deputy Secretary .. 7

Under Secretary for Politic
Affairs

Under Secretary for Economic
Affairs

Under Secretary for Security
Assistance

Counsellor

Assistant Secretary for Europe

Assistant Secretary for East Asia
and the Pacific

Assistant Secretary for Africa

Assistant Secretary for Economic
Affairs

Director, Politico-Military
Head of Policy Planning Staff

Department of Defense

Deputy Secretary

Secretary of the Army
Secretary of the Navy
Secretary of the Air Force

Under Secretary of Defense for
Policy

Treasury
Deputy Secretary

dgriculture

Under Secretary

Deputy Attorney—General

US Special Trade ReEresentative

US Executi. i i
Ve Director in the_lME

William Clark
Walter Stoesse]

Mike Rashish

Jim Buckley

Bud McFarlane

Lawrence Eagleburger

John Holdridge

Chester Crocker
Bob Hormats

Rick Burt
Paul Wolfowitz

Frank Carlucci
John Marsh
John Lehman
Verne Orr
Fred C Ikle

Tim McNamar

Richard E Lyng

Edward Schmults
Bill Brock

Richard Erb

CQNHDENNAL
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PRIME MINISTER'S VISIT mg THE

UNITED
25-28 FEBRUARY 19@ s

_—

EXCHANGES ABOUT
AND UNITED KINGDOM %Ngfﬂ?ﬁw

Brief by HM Treasury
Points_to make
/—___-

o (i) Share President's economic objectives. Resumption
of non-inflationary growth in US very important for

rest of the world.

(ii)Sympathetic to Presidenth policy appraoch. Lower
taxes and public spending best way to stimulate priwte

sector. Welcome announcement of oil price deregulation.

(iii)UK started down same road two years ago. Experience
shows crucial importance of reducing public expenditure
at the outset; expecially where elbow room limited by

indexation and statutory obligations.

ficit
(iv) Does President see a danger of US budget e

| pecause of
remaining higher than expected — either

i uts, or
Congressional problems over expenditure CULS,

ected?
because economy grows more slowly than exP

1atility of

(V) Some concern in Burope at level b

t agsinst
US interest rates. No one waate e to be
But the burden bes 0

inflation to be relaxed. ry policy

N if monet&
shared by fiscal policy- o :
has to take too much.

| <=

 CONFIDENTIAL
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(vi) UK secession mot the result of Governgepy Polj
: ¢y
UK not immune from world recession. Sope T it es,
3 Oy
inevitable 8s econouy adjusts to lower ingygyy e
* Sigyg
S wel)
with other countries. Year-on-year UK inflatioy, Tat
€

that this is now heppening. UK progress compgp,

now less than 1 per cent higher than in Us: Six Ronty

: rate actually lower.

(vii) Accept HMG has had difficulties in meeting Roney
supply targets and restraining public borrowing,
Monetary growth has been boosted by unwinding of past
distortions, but overall conditions tight. Public

borrowing increased by recession.

(viii) HMG concentrating on medium-term strategy. Public
spending plans for 1981-82 £6 billion ($14% billion)
lower than previous Government's plans. Share Reagan's
view that public restraint necessary to free resources

for private sector. Tax cuts, abolition of controls etc

Background (A1l information useable)

2. Full details of President's 18 February statement not

availgble at time of writing, Following is provisionsl end
subject to amendment,

3. Main €conomic Proposals were:

public spending of 243 billion in
in October) and of B4 1311400 in
Personal tgy rates ip July ang a
of 1982 ang 1983; more 8enerous g

cuts in previously plenned
1981 fiscal year (which €%
FY1982; 10 per cent cuf ¥
further 10 per cent iB o
epreciation allowances £

d to Jan Ty i 2
compames backdal:e A ua: this year

CONFIDENTY sy,
\

Proposed expenditure cutg broadly baseq
Yo

Jolume terms is not clear at Present)
in i
.. federal health, welfare, food ang i
gre 18 Pension Progr,
almes,
Bub Dext year
1981 and 1984 share of defence in total public expe

gefence spending to rise #7.2 billion
5 between

Nditure
cheduled to rise from a quarter tq a thirg
s .

5, Tax cuts are worth #6 billion thig year (only around g fL

tenth of expected fiscal drag). By 1983.gs they would be worth

118 billion (around 3 per cent of GNP). 8o little op no
reduction in real tax burden. But progressive cut in marginal

rates at the top end from 70 to 50 per cent.

o

. Federal deficit in 1981 forecast at 55 billion (2 per cent
of GNP and the same as bequeathed by Mr Carter). Deficit forecast
to fall to @45 billion in 1982 and to be eliminated by 1984.

7. Widely reported differences of view on economic strategy

! 3 jcals?, led
within the Administration. The "Supply-side radicals',

Budget)
by Mr Stockman (Director of Office of Mansgement and the Budge

to stimulate the

Treasury Secretary

called for tax cuts before spending cuts,

economy and help reduce budget deficit. e
jew that "col
Regan more cautious, echoing Mr Volcker's JieN

ctions.
action" on spending should precede tex G

s a Si—ngle’
8. The president presented the proposals a b
1s
sim\lltaneous package. Mr Stockman's proposa

1981 tax cut has
an 1 DT

arget

. ises.

424 some retreat from cempaign promise o less th
t to

been delayed; 1981 expenditure cuts g1

Ceng

5 envisaged H

jginall
» Tather than the 2 per cent Orif

-3 -
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ingting budget deficit put back a year,
imina

e deficit depends heavily on aChieVement

The Pro

for el deeteq

of
g-term productivity trengs o s

reduction in th

GNP growth well above lon

©Tage
43 per cent a year in 1982 and 1983).
T

of ove

9. Package does little to alter prospective imbalance between
fiscal and monetary policy this year. As Mr Volckep foresa\,
in his recent meeting with the Prime Minister, DPressure oy
financial markets likely to continue. Inflation in 19gq
officially forecest at 11.1 per cent so there seenms little
room for substantially lower interest rates. President Eaye
"better monetary control is not consistent with the management

of interest rates in the short-run".

10. Congressional reaction to the package will be crucial.
Some suggestion that Democrats, worried about re-election in
1982,may defer to public mood in favour of spending cuts
(though individual programmes likely to be strongly defended).
But they may bve less enthusiastic about tax cuts which mainly

benefit the wealthy (though by less, iumediately, than Mr Regan
originally Proposed).

1.The Pripe Minister wil] pe aware, from the recent meeting
With members of the House Budgetary Committee, that UK___ec_/cmnﬁ-c
Rolicy has lately been criticigeq ip the US. Some US
coxmfentators have adopteq the Galbraith 1ine that HMG has
:llberet.;ely ®0gineereq 4 Tecession; others the Friedman 1iP€
en:t Policies gpe sound byt implementation has not been rigorousts
ugh. Mp Stocknan has Teferred to the "yery disturbing" resut

as T

of the UK monetarlst €Xperj;
ment and assert
a gap bet"een 90110198 an

d prong
HM Treqg Uncements,
2 ury

® Pebruary 19,
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PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 February 1981

INTERNATIONAL ECONOMIC AND MONETARY POLICIES
Brief by HM Treasury
POINTS 70 MAKE

(1) Interested to hear the President's approach.

il Believe it may be like

Britain's.

(i1) We have to keep up the fight against inflation on which we agreed at
the Tokyo and Venice Economic Summits. In the end this will be better for
growth and the future of oil prices; but that means we camnnot expect any

early dramatic upturn.

(iil) We have to keep up the effort on new energy production and on conser-
vation to reduce dependence on Middle East. American decisions on decontrol

of oil prices therefore right.

(iv) We have to get right balance between fiscal and nonetary policy in
fighting inflation so that interest rates do not carxy excessive burden.

They can upset exchange rates and discourage investment vhich ve -

e life harder for many developing

tment by 10Cs:
but we mst

(v) What has happened to o0il prices has mad
countries. But the solution to this mist lie in adise
Md only part of solution. Evolution of THF/TBRD will g

Tesi
18t UN encroachment on them.

CONFIDENTIAL




BACKGROUND (A1l information useable)

2. Second oil shock has drained as much purchasing power e it "
are the first - around 2 per cent of GNP,  But it has been absorbegq Rore iy,
smoothly. Output has fallen less than in 1974-75, inflat Lol % 2
as mch. Main reasons have been wage moderation (and so Toss fimmeiu
pressure on companies); and the general adoption of non—accomdatibe Poly

Cleg,
No one has broken ranks on the declarations at the Tokyo ang Venice g s

8
to give the fight against inflation highest priority.

3. Some success as well in reduc dependence on OPEC oil. OECD area's

energy use per unit of output has fallen 4 per cent in last 2 years ang
its energy production has risen by same amount. Proper energy bricing hag
been important. US decision to bring forward decontrol of 0il prices (by

9 months) is encouraging (though nothing has been said about US gas
prices - gee brief 12).

GRP
B2y grow even less in European economies this year than

Overall

mador 7 growtn unlikely to exceed 1 per cent in 1981.
FoR ¢ y
ear-on-year %
13 per cent ip mid-19g9
since thep,

Tate in the main economies peaked at around

In De " Ut only ia the UK has it fallen in each month
cember the gye. ent:
Tage rate 11.4 per °©
In the us, e in the major 7 was

vear (December yyy, 508 secelerated quite sharply towards end of 188%
e ® 12.4 per cent), 1, Germany, IMari depreciation has
in the rate Franc
g Little sign of contimious improvement in <
T Canady, Vith

nalted

o8
Foan starting to accelerate in 802 °

Ge!
(19, Peasoss 7R Commamy) evemmes foiociSR

b nlikely 4

o gingle figures until mid_19g1’
ve

g Announced budget plans or monsteryiGhiCHEENS Point ¢
. .

of policy in the major 7 this year, Overal], decretionary g0y
action

1ikely to offset some of the increass in puist arii Tesulting frog

ity. Concern in Europe about E
Jover activity balance of g Policy and technique
s

st rates blameq for
nimported" inflation (because of currency depreciation, notebly of the IMark);
3

of monetary control. High and volatile yg intere,
and weaker activity, because European interest rates said to be higher than
domestically necessary. But Europe has no interest in contiming high

US inflation or a weak dollar; criticism of US one-sided. Germany's

problem might be partly due to inadequate steps taken to finance its current

account deficit.

7. Distribution of current account balances may be less satisfactory

this year than last. In 1980 Germeny and Japan shouldered more than a third
of combined OECD deficit. But Germany was only able to finance its share
Vith a huge loss of reserves: it is increasingly worried about the persistence
°f a large deficit. Japan's position improving repidly; it could be in
furplus by the second half of 1981. US surplus and the deficits of France

&d Ttaly continue to grow.

orsc Surslus 02

And none at all

on in the
% Ony a small part of the expected Teduct

; untries.
Y® 18 likely to benefit the smaller OEGD co ch the sape as 12
) d be mu

% Their combined deficit in 1981 = growth quite o
1 impor

%80 (g60 billion, even if they cut their

1p to

444 can be

A ainful for them:

ustmeny is necessary but will be P porroving {508 the o
of developed e

8

8 ased
e extent pug private capital flows and inc%

Ttiain the mterlltl

g
TEBD w111 bear the major burden.

dey, .
*loping countries alike to facilitate i
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e e,

ting thorough review of itg pPolj
jtration conduc <y to“l\l
9. US adminsi 8

e
mltilateral aid, including th
multilateras 225

Development Agency (m4).
about US proposals cz

IBRD and its soft loan armg the Ing
“’“a-‘ionu
expre"ing
radical cuts in multilatera) aig, But
¥ Us

The UK signed a joint EC démarche n

concern”

Cabinet said to be unlikely to implement the cuts in full., mqye US, ik,
abine

the UK,will probably pay more attention to private aid flows. pyy ,, attag,
5

importance to their adhering to international commitments.

10, New Administration's views on IMF guestions not yet clear. Stropg

US presence in the Fund desirable in the face of third world Pressure for w
to encroach on IMF territory; and proposals tending to shift emphasis avay
from adjustment related loans and towards concessional loans. We accept
that Pund mst evolve. Recent decisions to increase amount and duration of
members drawings and to finace higher level of lending by direct Fund
borrowing from, eg, the oil producers are examples of what can sensibly be

done. But should not undermine central purpose of Fund in encouraging adjust-
ment of external imbalances.

m Treasury
19 February 1984

CONFIDENTT,L,
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PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981
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PROSPECTS FOR MEXICO AND OTTAWA SUMMITS

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

Mexico Summit (Early June)

1. US participation desirable. We have said that we want to
be there. But American absence would render meeting ineffective.
2. Must avoid arousing excessive expectations.

3. Hope that discussion will be informal, relatively unstructured

and with no close link to current negotiations in the UN.

4. UK not seeking membership of sponsors group but believe that
all participants should be involved in later stages of preparations.
Ottawa Summit (20-21 June)

1. Want full coverage of economic subjects.

2. Relations with developing countries must be treated fully,
as promised at Venice, but these questions should be kept in

berspective.

3. Questions of Macro Economic Policy likely toibe important; too

early to judge their precise, nature. Ot s |
) aw.

4. Little scope for new policies on energy. Focus a b g [

should be on implementation of policies agreed particularly a

Venice.

5. Welcome US proposal to discuss East/West economic questions.
ssion will be valuable and will require some
1lies. Too early to establish

hieve better co-ordination

6. Political discu
discreet preparation among close &
agenda but should use summit to ac

ons.
among seven of policy for East/West relati

Ottawa Summit and Japanese Trade We are seriously

a.
1. EC have called for discussions at Ottaw
il
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ncerned about Japanese trading policy.
usly cO! >

rio! % : " I
se EC and US have common interest in bringing pressure
% in step.

.fa'panese. Important to keep 1n p

Hope that Japanese reluctance to have their t"ading
:t cussed at Summit will cause them to take remeqjg; actiollcies
1S on

peforehand.

BACKGROUND

Mexico Summit

1. Sponsors meet in Vienn
enda etc. Japan pressing to joi,

a on 13-15 March to decide on

participation, dates, a8
sponsors; we are not.

9. President Reagan has been non-committal about the Summi ¢,
Mexico and Austria claim that they would go ahead Without hip,
Chancellor Schmidt and President Giscard have agreed to urge
President Reagan to attend and to ask the Prime Minister to do
likewise.

3. The Russians have made no response to Austrian soundings,
Co-sponsors have not yet decided whether China should be invited
if Russians do not attend.

4. TItaly, Australia and the Netherlands are pressing for places.
The latter hope for Community support as Presidency.

5. Cuba also pressing for a place as President of the Non-

Aligned Movement.

6. Mexicans and Austrians likely to send personal representatives

;:e::: vi:::tof 1il.le?y participants after the next Sponsors :

il ;0 i no:a:tlclpants seem to favour an informal uns tructur®

opposed to any ¢ © arouse undue expectations. Most are also
0se link with the Global Negotiations at the

United Na .
tions; Preparations for these are currently stalled

Pendin,

M ¥ Administration.

1. pre t

i thisp;i:z:::: for Ottawa proceeding satisfactorily- pifficﬂl

2Ty Present uto forecast shape of meeting. i

"8Y Suggest 5 p, TR Mexico Summit is held (and heri? ect

Ottawa Summit ¢ StPonement ) developing world is bound t€ eXP'u
O take fu1) Trud®

€ this tp ac‘.:ount of their concerns- &

lia € main theme and may be SuPP°
0S ang Possibly the French. OUT prefe

be €ndorseq by the Americans and,pethaps’

Y11 hope ¢,
by J‘Plnese

for buance
Germang

mak
) Ita

renc
will e

The situation of the

US Economy
other summit countries may well pe -

4, Energy has dominated the'1ast thredtsummity
that there is little scope for new ideas and initi

and its implications for
matter of concern by July.
We believe

i ; atives; rather
the task now 1is to implement the policy lines e H

earlier Summits, particularly Venice. It follows from this that
energy should bulk less large at Ottawa.

5. Discussion of political matters is likely to focus on
poland, Afghanistan and relations with the Soviet Union.

ottawa Summit and Japanese Trade

1. Text of EC statement at Annex A,

L5

2. The Community's trade imbalance with Japan has increased
from less than $3 billion in 1975 to about $10 billion in 1980.
The US deficit with Japan is of the same order. (The
Community also has a deficit of $10 billion with the US but,
apart from problems in the textile and chemical sectors

(see brief no 12), this is generally less sensitive because

a much broader range of products is involved.)

3. It is important for the Community to secure American
support for our efforts to bring home to the Japanese the
risks resulting from their trading policies. The Americans
Their major fear is that, if the EC
there will

Furthermore,

may be reluctant.
is successful in restraining imports from Japan,

be unacceptable trade diversion to the US market.
bring pressure to bear on Japan through

they are able to
notably defence.

other aspects of their overall relationship,

We do not want them settling their own problems on a o

bilateral basis and then, as HheveheyciibRESIEE s
i se.

us that we must avoid 'ganging up‘ on the Japane

e
Foreign and Commonwealth offic
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THE TEXT OF THE
owiNG 18
a EEWBII o 1 cera,, "0VEX A

o EQ/JQPW

sest S REAFFIRM

i g COUNCIL ED ITS STATEMENT OF 25 nove
GHIcH 1T £XPRESSED 1TS SERIOUS CONCERN AT Tuzvms:n 1980 IN
RADE BEWEEN.:APAN AND THE COMMUNITY AND T PRESENT STATE OF
ngovnzu:.‘n NOREGRETTED THAT THE JAPANESE agllxzu FUTURE
sTATENENT T BEEN SUCH AS TO REMOVE THE CgPousE TO THE

UNCIL’S CONCER!
N,

THE COUNCIL TOOK THE VIEW THAT

oF THE OVERALL RELATIONSHIP sn\fzg:o:ﬂgo?ms YAE ONE Each

gyITY SHOULD THEREFORE PRESS 1Ts PREoccupE AND JAPAN3 THE COMM=~

£CoNOMIC DIFFICULTIES AT A HiGH POL|T|c‘L‘Y10HS ON THESE

ENCERN SHOULD BE CONVEYED FORTHWITH By T LEVEL. THE COMMUNITY’S

OF THE MEMBER STATES AND OF THE com«'lsslo:ian:"semmVES
0KY0. !

THE COUNCIL NOTED IN PARTICU

:se:o::R(';guin?ggi:N' IN PARTICULAR THE POSITION mA:L::A‘:D

o UNITY ESPECIALLY THE BENELUX cmmmssI

e ey RD THE CONTACTS SHOULD BE PROMPTLY PURSUED .
ELEVANT SECTORS. IN THIS

v

::iag(;:zillé FURTHER NOTED THAT THE COMMISSION INTENDEC TO
OMMUN I TY-WIDE SURVEIL
LANCE FORTHWITH IN
TO MAKE MORE RAPIDLY AVA Koy
ILABLE STATISTICAL

i INFORMATION ON
SETZ?TS FROM JAPAN OF PASSENGER CARS, COLOUR TCLEVIISIONo
mnm:-‘ﬂ: TUBES AND CERTAIN MACHINE TOOLS. IT REQUESTED THE

SION TO MONITOR THE RESULTS OF THIS SURVEILLANCE AND

=

::Rz?:m TO THE COUNCIL AS SOOH AS THE OUTCOHE
ONTHS OF THIS YEAD 4A3 GLEA3, AND REGULARLY THEREAFTER. A‘

o

T
A:E COUNCIL TGOK NCTE THAT THE COUMISSION Hil £1RCULATED
INITIAL ANALYSIS OF THE CONCENTZATION CF G APANESE EXPGRTS

T0 s
THE CoMMUNITY AND INVITED THE COMMISSION TO PURSUE THE
NOVEMBER STATEMENT..

STUDIES REQUESTED 3Y THE COUNCIL IN IS

WAS FOR EUROPEAN ENTERPRISES

[

;:ETi:léncu RECOGNSED THAT IT

ADVANTAGE OF THE GROWING JAPANESE MARKET AND T0

?i"éko" POSITIVE STRATCIIES TO DEAL WITH JAPANESE COMPETITION.
LLED UPON THE COMMISSION TO CONTINUE TO PURSUE VIGOUROUSL Y

WITH THE JAPANESE AUTHORITIES THE OPENING U OF THE JAPANESE

MARKET,

s WHICH SHOULD

HOULD CHECK

D REPORT TO

VEL CONSULTATION
THE COMMISSICY S
SCUSSIONS AN

~

;: :25 NEXT EEC/JAPAN HIGH LE

oN mLD AS SOON 4s POSSIBLE,

THe £ PROGRESS OF THE VARIOUS D!
COUNGIL ON THE RESULTS ACHIEVED:

5 1MPLICATIONS FOR

THE COUNCIL

EVERY

TH JAPAN HA

NG COUNTRIES,
SED WITH THEM ON

-

s

&"‘CE THE QUESTION OF TRADE Wi

roL MAJOR 1NDUSTRIAL ISED TRAD!
0K THE yigw THAT IT SHOULD BE RA!

POSSIBLE 0CCASION AND IN PARTICULAR AT
Y_IN THE

s

E“l‘” IN OTTAWA NEXT JUL T OF

XCHANGE OF VIEWS ON WORLD TRADING P EMS
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PRIME MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981

PROSPECTS FOR MEXICO AND OTTAWA SUMMITS
Brief by Foreign and Commonwealth Office

POINTS TO MAKE
Mexico Summit (Early June)

s US participation desirable. We have said that we want to

be there. But American absence would render meeting ineffective.

21 Must avoid arousing excessive expectations.

35 Hope that discussion will be informal, relatively, unstructured
and with no close link to current negotiations in the UN.

4, UK not seeking membership of sponsors group but believe that
2ll participants should be involved in later stages of preparations.

Ottawa Summit (20-21 June)

1. Want full coverage of economic subjects.

2. Relations with developing countries must be treated fully,
as promised at Venice, but these questions should be kept in

perspective,

3. Questions of Macro Economic Policy

too early to judge their precise nature.

ici Focus at Ottawa
2 i r new policies on energy.
e greed particularly at

likely to be important;

should be on implementation of policies 2

scuss East/West economic questions.

d will require some
rly to establish

Venice.

5.  Welcome US proposal to di
6. DPolitical discussion will be va}uableTaz a
discreet preparation among close allies. t:er e cdinexion
agenda but should use summit to eve be

among seven of policy for East/

achi
West relations.

e 28
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BACKGROUND

jco Summit
Mexico S

sponsors meet if Vienna on 13-15 March to decige on

1. Spon i

+icipation, dates, agenda etc. Japan pressing tq Join ’
par ¥ p°niors
we are not. k
5. Dpresident Reagan has been non-committal about tpe Sumng
. b
Mexico and Austria claim that they would go ahead Withoyt e
Chancellor Schmidt and president Giscard have agreeq t, ol 5

president Reagan to attend and to ask the Prime Minister to g
0

likewise.
3. The Russians have made no response to Austrian soundings
Co-sponsors have not yet decided whether China should be inviteg

if Russians do not attend.

4. Italy, Australia and the Netherlands are pressing for places
The latter hope for Community support as Presidency.

5. Cuba also pressing for a place as President of the Non
Aligned Movement.

6. Mexicans and Austrians likely to send personal representatii
to seek views of likely participants before the next sponsors
meeting. Most participants seem to favour an informal unstructu
summit so as not to arouse undue expectations. Most are also
opposed to any close link with the Global Negotiations at the
United Nations; preparations for these are currently stalled

pending a view from the new US Administration.

Ottawa Sumnit

15 piffic

P
c th.re?a.raticus for Ottawa proceeding satisfactorily-
1S juncture to forecast shape of meeting.

2. ricar®

expect
o

If
S iming for Mexico Summit is held (and AT
ggest g postponement) developing world is bound tO

Ottawa § e8!

g 54 :‘:l:itt:o take full account of their concerns: Tr;:})‘neﬁ‘?‘
e this )

Ttali the main theme and may be supported PY ce o

1
bly the French. Our preference for ba

¢ Americans ang, perhaps, the Germans:

1%
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3. The situation of the US Economy and its implications for
other summit countries may well be a matter of concern by July

o Energy has dominated the last three Summits. We believe
that there is little scope for new ideas and initiatives; rather
the task now is to implement the policy lines agreed at earlier
summits, particularly Venice. It follows from this that energy
should bulk less large at Ottawa.

&, General trade issues are unlikely to be prominent but EC
Foreign Affairs Council issued a statement on trade with Japan o
(Annex A) which called for discussion of these issues at

Ottawa.

6. Discussion of political matters is likely to focus on
Poland, Afghanistan and relations with the Soviet Union.

Foreign and Commonwealth office

18 February 1981
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TEXT OF THE CMF 3!“
wG 15 THE DAL O (1 Perenp .
o QQ/JQP
N

)

MLDV'

5 QUNCIL REAFFIRMED ITS STATEMENT OF 25 NoVEMSER 1980
ich 1T EXPRESSED 1TS SERIOUS CONCERM AT THE PRESENT STATE oF
JganE BETWEEN JAPAN AND THE CORURTTYIAND SIS e
FheLopweNT. T REGRETTED THAT THE JAPAUESE RESPONSE To THE
GTATEMENT HAD NOT BEEN SUCH AS TO REMOVE THE COUNCIL’S CONCERN.

, T

14E COUNCIL TOOK THE VIEW THAT ECONOMIC FACTORS WERE ONE FACET
) oF THE OVERALL RELATIONSHIP BETWEEN EUROPE AND JAPAN THE CoM=

syITY SHOULD THEREFORE PRESS 1TS PREOCCUPATIONS ON THESE

ccoNoMIC DIFFICULTIES AT A HICH POLITICAL LEVEL. THE COMMUNITY’S

(ONCERN SHOULD BE CONVEYED FORTHWITH BY THE REPRESENTAT(VES

oF THE MEMBER STATES AND OF THE COMMISSION IN ToKyo,

THE COUNCIL NOTED IN PARTICULAR THAT THE SITUATION AS REGARDS
JAPANESE CAR EXPORTS CONTINUE TO GIVE RISE TO INCREASING AND
VERY SERIOUS CONCERN, IN PARTICULAR THE POSITION IN CERTAIN
REGIONS OF THE COMMUNITY ESPECIALLY THE BENELUX COUNTRIES.
THE VORK AND THE CONTACTS SHOULD BE PROMPTLY PURSUED IN THIS
AND OTHER RELEVANT SECTORS.

THE COUNCIL FURTHER NOTED THAT THE COMMISSION INTENDED TO
INTRODUCE COMMUN|TY=WIDE SURVEILLANCE FORTHWITH IN ORDER
TO MAKE MORE RAPIDLY AVAILABLE STATISTICAL INFORMATION ON
IMPORTS FROM JAPAN OF PASSENGER CARS, COLOUR TCLEVISION
SETS AND TUBES AND CERTAIN MACHINE TOOLS. IT REQUESTED THE
COMMISSION TO MONITOR THE RESULTS OF THIS SURVEILLANCE AND
0 REPORT TO THE COUNCIL A5 SO0 AS THE OUTCOME H
THREE MONTHS OF THIS YEAR 4A5 GLE3, AWD REGULARLY TH
THE COUNCIL TOOK NCTE THAT THE CONMISSION HAL CIRCULATED

AN INUTIAL ANALYSIS OF THE COMCENTZATION OF UAPAUESE EXPORTS
TO THE COMMUNITY AWD (MVITED THE COMMISSION T0 PURSUE THE
STUDIES REQUESTED 3Y THE CGUNCIL 1N TS NOVEMBER STATEMENT.,

Hi
EREAFTER. A’

WAS FOR EUROPEAN ENTERPRISES

THE COUNCIL RECOGNISED THAT IT
0 SE MARKET AND TO

T0 TAKE ADVANTAGE OF THE GROWING JAPAHE o
DEVELOP POSITIVE STRATLGIES TO DEAL WITH J‘PANESE o 'GOUROUSLV
IT CALLED uPON THZ CoMMisSION To CONTINUE TO FURSUE \‘JIAPAHESE
VITH THE JaPANESE. AUTHORITIES THE (OREMINGIIERERES

MARKET.

ULTATIOHS WHICH SHOULD

w SHOULD CHECK

REPORT TO

AT THE NEXT EEC/JAPAN HIGH LEVEL CONS

e 10
BE HELD As soON AS POSSIBLE, THE w?"‘"?gﬂ‘s =
ON THE PROGRESS OF THE VARIOUS DISCUSS
THE COUNG|L ON THE RESULTS ACHIEVED:

R

MPLICATIONS Fo
SINCE THE QUESTION OF TRADE WITH JAP‘:R’:‘E‘: ;
AL MAJOR {NDUSTRIAL |SED TRADING COU:D wlr; THEM O
TOOK THE yigw THAT 1T SHOULD BE RAIS

= AT_THE W
POSSIBLE 0cCASION AND IN PART';::‘S_ TEXT OF TH
Sumy JuLy IN :
SUMMIT IN OTTAWA NEXT @ADING PROBLEMS:

EXCHANGE oF v1Ews ON WORLD.T
b CONFIDENTIAL
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MINISTER'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981

'RGY (International and Bilateral Issues)

Brief by Department of Energy

POINTS TO MAKE
WORLD OIL SITUATION AND INTERNATIONAL ENERGY AGENCY (IEA)

1. World oil situation easier than last year. If no new
interruption, supply should balance or slightly .exceed demand
for the rest of 1981. But any new interruption in supplies
could lead to a tight market and further increases in oil
prices. We must work together on how best to handle such
situations and on long-term policies to reduce Western
dependence on OPEC oil. Market forces will play the main
But some action by
operation may be needed.
-Trust legislation
on that

role in achieving these objectives.
Governments individually and in co-
The US Administration's problems with anti
are recognised, but hope that progress can be made

front.

1 Energy Agency the best vehicle for

28 T nternationa )
. ucture and can involve

i the right str
such co-operation. IP has : '
P n 2
the oil companies in its work. We should Dot ux:::m;oz it
even unintentionally = by making other Ezr:ni:: o
international energy co-operation, €g unde

CONFIDENTIAL "9
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France not a member of the &
persuade her to join.. Meanwhil; FH°De 2
ional ener w 3 T
Eerna 8Y Co-operatiog thman% oy

3. Unfortuna b
pay in due course
be jnvolved in 1D
Europeal Community- b,

US ENERGY POLICY AND PRICES

4, Welcome President Reagan's attitude to the s
. €

United States' energy resources including nucleap OPuent
to bring forward oil price deregulation. We hope'f:nd decisic;
be) ear):
J

action to deregulate gas prices. This would €Xemplify yp;

States' commitment to realistic energy pricing to Pl‘omOtMted
conservation, develop alternative energy sources ang I‘ede
dependence on OPEC; and would bring welcome relief to OQ:CE -
pressed textile and chemical industries. Without this Oll«la‘:‘.
pressires for restrictions on US exports may be hard topre:it:i

NUCLEAR

e e
plant at Dounreay re operation five years. Reprocessiy
reviewing next st cently.succeSSfully started up. Now
commercial scale &y Ulti“n&te aim capability to build
to build a comerz'_eactors in UK. A possible next step coud®
design work we11 a:al demonstration fast breeder on which
collaboration wity vanced. That step could be taken 12
Germans. A1gq 5 others. Have talked to the French &
B, 15k to explore possible collaboration Wit
8grees, ready to send team for detailes
as the US is ready.

d It President
1Scussion ag soon

WESTE&N DEPEI'
"DENCE ON SOVIED ENERGY SUPPLIES
6. (De
Tensive 15
Agree th ® line to take ir raised.)

€T uay pe pg
= €
Repub becones ¢ Tisks to Western cohesion if Feder:.zls
Uncertain wh 00 dependent on Soviet enersy supplle -

ethep
f€ans could be found to replact 108%

CONFIDENTIAL

ions; 1n any eve .
figarruptom®) S 0t costs may be very high. No reaso
__ UK should be sole or even main sour i
waY ] 1 ce of support. Have not
spare€ gas and Oll.
got i

7in 11980 saw.a further increase in oil prices of about g7-
ga/obl (about 14% in real terms) brought about chiefly by the
Iran/Iraq war. To meet pressure on the market the December IEA -
Ministerial agreed to encourage the use of stocks, keep
consumption under control and discourage abnormal purchases on
the oil market. Since then a fall in demand and some increase
in Iranian supplies has kept the market reasonably balanced.

It could remain so during 1981 and 1982. But unpredictable
events in the Middle East could trigger a shortage and, unless
consumer governments take early, careful and co-ordinated

er sharp price increases could ensue.

action, furth

8. (Not for disclosure)
/There is no reason to doubt US coopera

triggering the formal IEA sharing mechanism, : e
an exception in US anti-trust legislation. This otherw:.l.
/industry action to deal with the

inhibits concerted government
i ° ced in 1979/80. The

Zinor but damaging shortages experien .
s inclination may anyway pe to rely

s out./

few years the more moderate pembers of OPEC
ew

rt in seeking t0 prevent maximisa-
i gue has been a key

could detract from

tion in a major shortage
for which there is

Administration'
forces to ride such situation

9. Over the past
have played an jmportan®
tion of OPEC prices. T8 :
element; a souring in ys/saudi rel®
ss on prices:

e Us/Saudi dialo
tions

Saudi helpfulne

CONFIDENTU\'—
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sgts, B TEA AND FRANGE
40. Energy hes dominated the last three Summits.

: i initiati SDe
little scope for new ideas and initiatives. The b Te i
to implement the policies agreed at earlier Summits Loy 1

$)
particularly Venice. But we would support a stpq

i st
by the Ottawa Summit on the importance of nucleap o atellent

wer,

11. French policy of staying outside the IEA ig Provi
failure. That is why they have sought to dévelop the ene
work of the Summit (which we have resisted to avoig dunli:@
ing the work of the IEA). There is little prospect'of.an;t‘
progress on French entry until affer their electiong in Apri)
Thereafter it remains to be seen whether they are SHspay to.
contemplate a policy reversal. But we should be alert to
opportunities for getting France into the IEA.

g g

US ENERGY POLICY

12. Considerable progress has been made in US energy policy
and performance in the last two years. But there are still
weaknesses - energy consumption per capita remains high, lov
ta.xe‘s on petroleum products (eg gasoline) and institutional
barriers (largely environmental) to swift progress with nucl#
;‘:‘: 003; and above all the artificially low price of nﬂt“rfl

: °T the 1978 energy legislation the Iranian Tevolié®
:;: iz:::i atbention on energy security, which becsis®
economic srowtlc:f the new Administration and Congress- Lo:ave
caused g sisnif'and the Carter Administration's measx-xesrts
since 197g, rericmf decline in oil consumption snd 3F°
total ep, ecting mainly lower demand for petrol: ;

. U°Tey demand hag 17 ‘ Mr Reag?®®
attitude ¢4 eDergy matt en only slightly- o
euerged; by pe A :I‘S generally has not yt.%t ":st 50
Prone to Tely on magy €ly to be less intervention - e
e 0 &eouragsng tet forces than nis predecessor: g
to 28 January tpe rs art by bringing forward from 3(_)1 rod“‘z

41l decontrol of crude oil and o

CONFIDENTIAL

President Reagan spoke of this as a fipst step towards

prices-
> "free of i
arbitrary and counterproductive

an energy PTOET
restraints”

US GAS PRICE

13. Unlike oil, the decontrol of gas prices requires legisla-
tion to amend the 1978 Natural Gas Policy Act, the result of
an acrimonious Two year debate on a Carter Administration Bill
to free gas prices. The Act allows for periodic increases to
bring gas to parity with other energy prices by 1985. But the
escalation formula has not kept pace with sharp oil price
increases since 1978. Decontrol of gas prices now would cost
US consumers some Z50 to 80 billion, and could be inflationary.
Stockman (Director Office Management and Budget) and others in
the Administration argue for guicker but not necessarily
immediate movement of gas prices to_.economic levels to promote
greater production and conservation. Key figures in Congress
are either reluctant publicly to agree or oppose.

14. The Administration has not formally acknowledged the
European Community case that US chemical and textile industries

will retain an advantage until gas deregulation is completed.
ument at official level, but
'Moreover, to focus publicly
Congressional

The Community is pursuing the arg
an early conclusion is unlikely.
on the US industrial advantage could strengthen
opponents of decontrol.

y affected by lower US energy

£ non-aromatic organic chemicals
gnificant

15. British industry is dizectl
and feedstock prices. A rapge © : A
based on methane and ethane will continue g
i as price
feedstock and energy advantage until natural gas P

deregulated.

NUCLEAR

(80)46th meeting) that no

16. (Not for disclosure) ik
ble collaboration with the

; en
/[Ministers decided on 18 Decut sl
decision should be taken abo

CONFIDENTIAL
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ermans OB fast reactor development S
th the US had been exploreq ti
ted, together with that ;f es

Tel.

French and G ]
for collaboration wi e
ons: would be evalua

opti ;

1icensing foreigd technology in due course. mye C 138 oy

Administration was cool about fast reactor deVelcparter
Qent,

new Administration is likely to give more Positive 5
the fast reactor. Our interest is in collaboratingsuppwt y
development of 2 commercial scale demonstration I‘eac:n the

would also be the logical next step for the US.7 O] thy,
already been contact at the industrial level with Usere'has

who have impressed upon the Administration a dventage uti].
collaboration with the UK. The Secretary of State fs of
p]@ns to visit Washington as soon as convenient. OT Energy

itiEs

WORLD DEPENDENCE ON SOVIET ENERGY SUPPLIES

:Z;endﬂ!t:c:m:?::;:l::: ::rgiec‘i abotAlt Western Europe's growing
iy s oviet ‘Oll and gas. At the moment
sl i Jy concerned about the proposed Siberian
- c°ntinental:6 f:s to West Germany, France and Italy. Lik
g capacit;;' f:y ;ave for some time pressed us to develw
Continent in an emer :n il o) i
R difficultiss CY. Such ideas »present considerable
2§25 field for this p and would be very expensive (fo develd
urpose could cost £1 billion).

(Not for disclosure)

/If Mr Re 2
o Sug::: is particularly pressing

an 2 )
2% least bring oui-n@lo/Amencgn official study, which ¥
Americang hrAL Some of the disadvantages to which tBe
“ould probably not y(.et paid sufficient attention. EBUP she

: Wish to volun
teer this./

the Prime Minister
ould

De;)ar‘;me
nt of Ene

3 I
20 February 1981 8Y

US TAX
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R'S VISIT TO THE UNITED STATES
25-28 FEBRUARY 1981

national and Bilateral Issues)

Brief by Department of Energy

IMPLICATIONS OF UK OIL TAXATION PROPOSALS

BACKGROUND
-

last November:-

e financial and technological
of US o0il companies. Value their contribution
rth Sea oil. Aware of the US
factory double tax

eneral: Well aware of th
8%

development of No

interest in & satis

companies'
r UK oil exploitation.

relief arrangement f0
Provosed New Tax: The Chancellor of the Exchequer
understands the position of US companies, and will
take account of the need to mitigate any adverse US
£ the new taX.

tax consequences ©
judi dit
i Y prejudice PRT!s tax cre
PRT relief ci 2 =
Changes are now needed to ensure that PRT
ally intended; accept that UsS :
g » to consider the double taxation

hanges-

status:

works as origin
authorities will wis
implications of these ©
i ion proposals
1lor announced two 0il taxation I
The Chancell0
s1at-rate oil

less 2

revenues,
gI‘OS S

JDENTIAL

a new tax on

allowance; an

CON
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2 review of the PRT reliefs.

g i Jort 12 Addendum
iencingyio the North Sea - some 5 0 it (67) COPY No.

A

s companies © e ; I
a11 UK licence holders - have argued, first, tnay 4 Ceng.

ot creditable against US tax (NOT FOR DISCLOSUR; Ny ty

is n
ith the US authorities confj ang
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US companies have attempted to enlist the support o :l
Department in this cause, although no formal GoVemmeht_totae
Government representations have yet been made). -

International and Bilateral Issues)

Brief by Department of Energy

o8 The Chancellor proposes to introduce the ney tax &y
the Budget. The questions of when precisely the PRT changes
should be introduced and how the double taxation effects o
new tax can best be alleviated are still under consideratio,

20P0SALS TO REDUCE UK COAL IMPORTS

This does not affect the points to make. POINTS TO MAKE

-  Not contemplating formel bean. Will naturally respect

2ting
nternational obligations.

- . Hope %o find solution which respects as fzr as possible .
-r}:ir;gs of the market and within 2 commercizl frazework..'

is to ensble NCB to give discounts

prices down to those of competing

Department of Energy

20 February 1981, What we have in mind

and so elign its coel

n our policy of economic energy
1y be set by the world
the NCB will fall on

-~ This is consistent Wit .
Prices would effective

pricing. ]
= 3 + of supporting
market. (But the cosv e

the UK economy)e
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1 At the Tripartite meeting on 18 February, Mr Howell

Saig on

imports that:-

wCoal imports would in any case fell from 73mt in 198¢
oNshuni i GEAEMNTRe Governuent would be prepared o
look, with a view %o movement, 2t what could be done

’

to reduce this figure towerds its irreducible minimum,n

2.
enzble them to discount their prices to BSC and CEGB down to

merket levels. On a preliminary estimate the cost might
£60a.

3. "Aligning down" to world market prices in this way is famili
It is accepted in ECSC rules.

4. Since USA is a substantial exporter coal, American interests
could be affected. However:-

i. UK accounts for a small part of US coal exports.
In 1980, US exports were 90mt; UX c

o2l imports from
USA were about 3.5mt out of total imports of 7.3mt.
(In 1979, 1mt out of 4.4mt); '

ii. UK coal imports from USA were due to fall
At end January, we expect totzl
5.6mt, of which 1.5at from USA. This. would t
coal. CEG2, mainly. importers of stezm cozl, have
completed their contracts with USA
Place more.

cogl imports in

and did not expect %0

1530 delays at Us ports,

especially
well lmowm, Therds 2 ¥ on

v have pushed up
s

cemurrage elemesn+

Governm T e i ;
nent is not envisaging ac+s N - e corﬂ"z’v
SEhZ action to break existing
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EXTRA-TERRITORIAL APPLICATION OF US ANTI-TRUST LAWS

Brief by the Department of Trade

POINTS TO MAKE

1. A persistent irritant in UK/US relations is the extra—
territorial application by the US of your anti-trust laws,
in particular to liner shipping. It has led to the criminal
prosecution of and civil penal litigation against British
citizens under US law in respect of their dealings outside
the United States.

2. I would not be raising this question with you now but

for the fact that a current case involving shipping companies

in the North Atlantic trade looks as though it could develop

with commercial consequences much graver than previous ones.
w faced by the UK companies, in
y no means all conducted

h liner shipping being

3. Treble damage claims no
respect of operations which were b
ell result in Britis
e North Atlantice
pending on develo

i wi
S e U However, all I want

entirely driven from th

ents in the
record that, de =

to do now is to .
tter with you again.

i is ma
case, I may need to raise thi
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BACKGROUND

1. US anti-trust law is very stringent:

this woulq be Solg)
i ¥
a matter for the US authorities if it was applieq only g,

the US. But their application of it to British compan; eq
in respect of their dealings outside the US hag Tepeatedyy

forced us to protest, and last year to enact the PmteCtion

of Trading Interests Act. Our shipping industry is esPeCiauy

vulnerable to this extra-territorial litigation; because itg

assets must pass within the reach of the US Courts it is
affected by US law even when trading outside the US.

Other
European countries share our concern.

2. A current case against the two British and other European

and US cargo lines trading in the North Atlantic has already
been settleg in the US criminal courts with the largest fines

éver awarded under their anti-trust legislation. But there

now follow civil damage claims in respect of the same
allegations, which if Proved must leaq

%o triple damages
Possibly reaching £250m.

The UK lines,

Cunard and Dart
Container Line, Say damages of this orde

r would certainly
drive thenm from the North Atlantic,

leaving it without any
UK carriers, {COMMERG 147, IN CONFIDEN

would bankrupt them ang even threate
Trafalgay House7,

; We cannot protest
in relation to them,

But some toox place outside the ys and

U'NCLASSIF‘IED S
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an outcome which raised a long
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PRIME MINISTER'S VISIT T0 THE UNITED STATES

25-28 FEBRUARY 1981

COUNTER-TERRORISM

Brief by the Home Office

Points to make

1. HMG's policy is not to let terrorists escape from the consequences of their
actions. This was demonstrated in practice during the siege of the Iranian
Embassy in May 1980. HMG was glad to note Secrctary of State Haig's strong
condemnation of terrorism in his first press conference.

2. In practical terms, UK/US cooperation on counter-terrorism is developing

well, There are regular bilateral exchanges between officials, the military,

the security and the intelligence agencies. The UK wants these to continue.

3. It was useful that the fundamental principle of not giving in to terrorism
was inoluded in the Venice Summit communiqué in relation to hostage-taking and

attacks on diplomatic and consular premises and personnel.

4, The UN Conventions (against the taking of hostages and on the prevention
and punishment of orimes against Internationally Protn:Od Porlon:). nleho:gh
far from perfect, represent the highest common fl:::!' :10:3:;::;: b:n.::::r ";d
terrorism within the UN context. Widespread rat: ::d e aged,
but further international agroemente in this ;" MOUSSH '

unlikely to achieve significantly useful results.

international response to acts of terrorism in a
e

h
5. Attempts to coordinate t e unlikely t0 be successful. It is doubtful

predetermined and automatic way

SECRET
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roach would be accepted widely enough to be eff
ective, The UK

based on the

uch an app

e
expe
part

Ljence is that a flexible response to terrrorist incident
ents,

joular circumstances, yields better results

i good deal of uncertaint
6 There i5 & Yy over the precise role
played by the

. R : ti g
soviet Union in supporting terrorism. The Russians have al
ways drawn a

gistinction between terrorist organisations and so-called liberation
movements.

They

of course,
y to a particular group (e.g. the PFLP on the one hand, and the Afghan

condemn the first, but claim the right to support the second. There has
: . ere
been disagreement between them and the West as to which label to :

appl
resist
the pr
they call
e does not indicate that either the Soviet Union or other Communist

are trying to control or direct terrorist groups at first hand.

it is in the interests of the West to preserve a common approach
hey have

ance on the other). There is no doubt that the Soviet Union has been
ovider, at safely long range, of arms, explosives and training for what
‘national liberation' groups, e.g. in the Middle East. But available

evidenc
countries

Furthermore,
et Union in some areas of the terrorist problem where t

such as the inadmissability of hi jacking and
UK and US intelligence officials should,
for any change of Soviet

with the Sovi
shown themselves cooperative,
attacks on diplomatic personnel.
consult closely in order to watch

however, continue to
d evidence of their involvement.

policy in this area an

successive US Administrations have been
and money to the Provisional IRA and
sh-American

jc to PIRA's aims.

7. In the context of Irish terrorism
ing the flow of arms

very helpful in reduc
ern

£ terrorism in North Ireland to an Iril

exposing the facts o . thet
to be sympa

community which tends, for historical reasons:
proved helpful over the extradition of
ended to refuse it on the

The US Administration
an offence was

8. The US courts, however; have not
o UK. They have

PIRA members to face charges im th B
imes ghould be treated a8 p° e s
ara
has plans to introduce legislation U tar: rather than of the
re
political would be a functioh of the S€c rorts in this area.

courts. This would be welcom

ground that the cr

imilar ef
ed,

i
(]
(]
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. Secretary of State Haig has suggested that the new Adninistration yould
wou.

judge & government's attitude towards terrorism rather than its human
recﬁrd in deciding its aid programme. e
2. The Venice Summit communique’ included a statement reaffirming the
getermination of the Seven to deter and combat the taking of diplomatic hostages
and attacks on diplomatic and consular premises and personnel. (Behind this
statement, of course, lay US concern for their hostages in Iran.) The statement
also called on states to become parties to the UN Conventions against the
Taking of Hostages and on the Prevention and Punishment of Crimes against
Internationally Protected Persons, and recalled that every state had a duty

to refrain from being associated in any way with terrorist acts in another state.
e earlier involvement of the Seven in the Bonn

The Venice statement was followed by

This statement followed th
Declaration against aircraft hijacking.
e Seven in Washington in January which did some

a meeting of officials of th
ussing the coordination of counter-terrorist

modest but useful work in disc
measures.

on the Prevention and Punishment of
Ppersons (including diplomatic and
into force for the UK in June 1979.
g of Hostages

3. The UK is a party to the Convention
Crimes against Internationally Protected
which came
nvention against the Takin
jon needs 22

consular persons and premises),

Both the UK and US have signed the Co
sible.

date there are on

This Convent

and intend to ratify as soon 28 pos ly three ratifications

ratifications to come into force: to

among its 33 signatories:
er issues connected with

4 to have wid
This initiative probably

ment attempte

L
The last US Govern =0 fumevol‘k'

Ferrorisnconsiaered within the s us M,,inj;cntion of exclusion from
5 ts O jem. It failed
refl among Par ter-terror:
i ected a feeling e giscussion " coun
e cohesiveness of Eur
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Ere NATO is an inappropriate forum for such dis i
cussions (except f
or the

ted part that the intelligence agencies in the NATO Special
But thought will have to be given to how ial Committee can
,

pecd

1imd
play) *

works
he Trevi framework, regular discussions on
counter-terrorism
are held) can

without undu 3
the US and other countries outside the European G 'te ‘:“w:lic.tmn of
ommunity (within which,

in b

be prought fully into such consultations.

Apart from the example of its generally firm stand, the West has aiipt
also a

n by giving advice, guidance and training to other countries. Such

5
to gai
practical cooperation on terrorist matters has been undertaken by British

officials explaining contingency planning arrangements, and by the SAS, Royal
" '
Marine Special Boat Squadron and police undertaking training programmes for

their counterparts. The US do the same.

gular bilateral UK/US contacts on the official, security and
The security and intelligence agencies regularly exchange

6. There are re
military fronts.
intelligence and assessments about terrorist organisations. These exchanges
In addition, in relation to Irish

Bureau of Alcohol, Tobacco
There have in the recent past

been restrictions on operationslinithelTeeHEEy but these have to some extent
ilitary front, the SAS and their American equivalent -

Task Force DELTA . held the firat pasciGEIENSESSSEESS, military exercise

in the United Kingdom earlier this month. The second part will be held in the
USA at the end of May. It is hoped o hold a joint exercise (possibly in 1982)
to test arrangements for a coordinated UK/US response to an incident involving

have been with the CIA and the FBI.
terrorism, there are exchanges with US Customs,

and Firearms and INS (as well as with the FBI).

been lifted. On the m

a US nuclear weapon in the UK.

eration at the Iranian Embassy
to terrorist acts. Apart
iers of the

f the six day OP
in relation
ed assault by the sold:

?. The successful conclusion ©
practice

determin

demonstrated HMG's policy and
from the skilful, courageous and

SAS, the crucial factors were:
Government would not

a. the firm strategi® decision that thed’
* e fir -

in demands:

nocvie termﬂscs' = tingencies; and
4 plans for such con
b. the uell-rehearse o s e T
unders’

c. the simple and
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and the accepted and clear demarcation between the interlock:
functions of Government (strategic), police (tactical) :c o
an

military (resolution by force when this was the only option left)
on left).

g, While successive US Administrations have been helpful in the Irish terrorist
contexty the same cannot be said of their courts in the area of extradition.
They tend to accept evidence that terrorist crimes should be treated as political,
and refuse extradition on that ground. This was the case two years ago with

a man who had bombed an army barracks in Yorkshire in 1974, There is currently
a case of a man alleged to have tried to shoot a British soldier in West Belfast
in 1978. This may be in the news just before the Prime Minister's visit as the
hearing is scheduled in a New York Federal Court on 18-20 February. The US
Government has plans (as did its predecessor) to introduce legislation under
which the responsibility for declaring a crime political in any given case would
¢ State (and thus not arrogated by the Court, as

often today). This would be welcome, but if the plan does not make progress,
ain at the politicnl exception clause in the
Government's interests that the US

be given to the Secretary o

it may be necessary to look ag

UK/US extradition treaty. It serves neither
should get a reputation as a safe naven for IRA terrorists on the run.

Home Office

19 February 1981
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ANGLO-AMERICAN DEFENCE CO-OPERATION

(Brief by Ministry of Defence)

POINTS TO MAKE

ABM Treaty

1L Support your efforts to strengthen US strategic forces.
In all NATO's interest that parity is maintained. Realise
that, to reduce ICBM vulnerability, you may consider ABM

defences.

2. UK interests directly involved if ABM Treaty re-opened.

Extent of Soviet AHY defences affects ability of UK (and France)

to pose threat to key Soviet targets.

3 Urge therefore that anything involving re-negotiation of

y be approached most warily. Changes might affect

aintaining effective strate

ABM Treat )
gic deterrence.

costs to us of m

ltation if US thinking
e and early consu
4. Would welcome clos

i ts.
on ABM could affect UK interes

Trident ;al part of ouf forward programme.
C1

5. Trident firm and crd

hed with
Happy with deal reached ¥ *7

your predecessor. Good example

/of Alliance ....
163

=



of Alliance rationalisation.

6. Financial and operational benefits of commonalj ty e
. h g

systems. Wish to follow closely your plans for imprUVing o

SLBMs, since this could affect our planned buy of Tl‘ident .
4.

Anglo-US Nuclear Understandings

7. You may be aware of several Anglo-US ‘mderStandings .
of nuclear weapons. Need to be reaffirmed whenever Administra_
tion in US or UK changes. These are under discussion between

officials.

Special Nuclear Materials (If raised)

8. Value highly co-operation over provision of special
nuclear materials; makes sense in Alliance cost-effectiveness
terms. i

Have taken some steps to increase our ability to meet

our own i
Tequirements. May want to talk to US again when current
planning studies further advanced.

BCRGRomD
AR Treaty
9 The 1972 pney

“Ballistic Migsil
e Treat US and
USSR (and 1974 pry aty between

t e
col) limit ABM defences. Key constraints

are:-
(a) Maxi,
oum of
Stel b 100 launchers (without reloads)
eithep 5 i
fielq, capital city or one ICEM
(v) No lang

~MObile miecs
mss:.les, sea, air or space-

2im
mi,ﬂ, Joased wor SN

based defences allowed,

i f Yt
rreaty is due for review in 198p, Currently no US ABMs deployed
: = eployed;
fussisns have 32 GALOSHCISHECENES providing area defence f
or

Moscow. Both US and USSR have continued substantial R&D

progra:mDES .

10. US are worried about ICEM vulnerability - by 1982 Soviets
could theoretically destroy over 95% of 1053 US ICEMs in pre-
emptive strike. Reagan Administration are likely to acceler-
ate planned deployment of 200 MX missiles, each with 23 shelters
in late 1980s. If Russians increased warhead numbers, as they

could do in the absence of SALT constraints, this force would

still become vulnerable.

g lobby (including members of new Administration)
for existing ICBMs and MX. Could be

olutions such as more MX. Systems

11. Emergin;
for ABM point-defences
cheaper solution than other s
already in development could be deployed by mid-1980s.
-negotiate or amend
Soviets might
not have ICEM

¢ if US seek to re

12. UK concerned tha
increased IcHM defence,

Treaty in 1982 to allo¥ :
aty 1 9 e defences (they will

jncrease ¢
ht (ColThy This could seriously

demand rig deeployad) e

lem until .
rob. ategic forces and make it much

vity of UK stri
us to maintal
stood qurin
but

vulnerability P

reduce penetrati » a credible deterrent. This

more expensive for 5 1971/72 negotiations. We

as well unde™ i US intent on modifying

factor w

n essential.

to
preaty 5
v onsnlﬂuo

would prefe

it, close and
oo /Trident ....

104
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ed on development programme to gjve 5
T2

Trident
13. US have embark
uracy to Sub-Lawched
inst Soviet ICEM silos). Could either pe Pitteg

e in

. . . o
Ballistic Missiles Yto give the e
R cap.

acc
ability aga
nodified ¢4 (Tri
missile (Trident II).
run-down already. May present difficult choice for UK of,_

dent I) or they may proceed with their lan
8¢ D5

Existing C4 guidance production pej
g

(a) sticking with existing C4 guidance (with loss

of commonality with US guidance systems):
or retaining benefits of commonality by either:-

(b) following US, and buying C4 with improved

accuracy (at extra capital cost); or,

(¢) contemplating buying D5, at considerable
extra capital cost for submarine, missile, and
shore facilities.,

Too soon to be
sure
what MOD's preferred choice would be, buf

the resource impij
Tt
fplications of (c) are such that it would clearly

entai i
1 collective Ministeria] review

Special Nuclear Materials

14,

UK is pres
ent
i o 1y dependent on the US for the supply °f
rani &
2alun (HEV) for the submarine propulsio® P*°

ETamme ang ha
8 a 1o i
4% arrangement for the supply of plutoni¥®

Likel.
¥ shortfayy in SPecial pyel
Clear ma

fence
nuclear Programme g terials needed forife

MO
D are considering how this snortfall

(SECRET)

sould be made up in UK, but likely that us assistance wil
required. Because of pressure opn supplies from their :nl :e
grammes , previous US Administration officials said that UKp 4
ghould as far as possible meet its own needs before seeking

Us assistance. MOD are studying the implications of seeking
greater long-term independence in this respect, including costs

(which could be substantial).

Anglo-US Nuclear Understandings

15. The Prime Minister will be aware of the highly sensitive
understandings on consultation/joint decision on the use of
puclear weapons which are reaffirmed each time there is a change
of Prime Minister or President. Steps have been taken at

official level to set in hand the necessary exchange of letters

with President Reagan in accordance with standard practice.

Ministry of Defence _ 5=

19 February 198! e
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UNITED NATIONS MATTERS
(For Use With UN Secretary-General)

Brief by Foreign and Commonwealth Office

Points to make

MEETING OF NON-ALIGNED FOREIGN MINISTERS
1 At first sight, the Delhi meeting shows that the move-

ment has become more critical of the USSR.  What are

Waldheim's impressions of the Conference?

AFGHANISTAN
intained until the Russians are

be ma
5.  pressure must
draw May take some time but things are not
ready to withdravw-
f International condemnation and the

going their way:
ffort continué:

resistance €




111 your representative (de Cuellar) proceed
3, How W. ;
t to promote talks? Essential that Russiang
e attemp

n negotiations at some

in th
in 3 point. They are the
are engated

se of the situation and hold the key to a solution.
cau

4 What do you think of the French proposal for an

international conference? Have you had any Soviet reaction?

We are still thinking about it. It might be a useful device

at some stage.

CAMBODIA

5. Close parallels Cambodia/Afghanistan. ASEAN's attempts
to provide for a peaceful, negotiated solution deserve active
support. May 1979 Geneva meeting on S E Asia Refugees showed
that Vietnam (and Soviet Union) can be made to respond to
international political pressure. Inaction encourages those

who seek to settle international issues by force.

TRAN/IRAQ
6.

Stalemate persists, Strongly support efforts of
Mr Olaf Palme at mediation,

acceptable to
both sides thap initiatives of non-aligned

movement anq
Islamic Conference, Has Nethchioved iany progfess

during hig current trip to the
area?

ks
2ot

Believe his r8le as peacemaker gore

7. UK concerned to see fighting end,

E But do not believe

yest has mediatory r6le to play at thig stage. Best t
¢ o

concentrate on stopping spread of war, and encourage

sriends in area to maintain pressure on belligerents to

negotiate.

UN BUDGET

8. World in recession and many Governments cutting public
expenditure. UN budget should show zero real growth. If
some programmes need to grow, others must be cut back to

make room.

SUCCESSION TO BRIAN URQUHART

(Only suitable for private use)

9. Thank you for your reply to my letter. We feel

i 11
strongly that we should provide the successor and wi

] e comes.
produce an excellent candidate when the tim

/Background

=3~

CoNF'DENTIAL . .




Background
MEETING OF NON-ALIGNED FOREIGN MINISTERS

ook place in pelhi f
Moderates (notably

ting t rom 9 to 13 February,
1. Meeting
Waldheim addressed the meeting.

and Yugoslavia) were very energetic at Delhi,

Singapore
el between Kampuchea and Afghanistan

helped by the parall
which has produced a natural alliance between ASEAN and the
Islamics. The declaration contained language on Afghanistap
and Cambodia which was unwelcome and embarrassing to the
Soviet Union and its friends. There was the usual tough
language on the Middle East and Southern Africa. The
general tone appears to have been less imperative and anti-
Western than some previous texts. For the moment, the
movement is not a major force in international politics,
although a number of non-aligned countries separately and

Jjointly play a major réle.

AFGHANISTAN

2. Waldhei . i
eim has avoided taking a strong line on Afghanistan.

He proba
5 bly believes that he must maintain his ability to
alk to al »

all parties, including the Russians, if the UN is

to be i
€ involved in setting up negotiations

3. on' 13
Februar
Ministers jn y Y, at the Non-Aligned Meeting of Foreigh
ew Delhi he
’ a
Mr de Cuellar Nnounced the appointment Of

» & seniop
member of the UN ‘Secretariat, 88 his

4 /personal

CoN FIDENJ]AI——_A

rsonal representative t
pEDS € to follow up hi
s efforts t
0 bring

about a settlement of the Af 2
. ghanistan probl
em. He has not

revedled hoy heReCREREE representative operating. Th
. e

ime Minister's talks with Mr Waldheim are an opportunit,
i nity
larify this and to press Waldheim to ensure that the

Russians are engaged in any negotiations

4. On 27 January President Giscard proposed a conference
on ending foreign intervention in Afghanistan. He envisages
it being attended by the permanent members of the Security

Council, Pakistan, India, Iran and an Islamic representative.

Waldheim's initial reaction was that a conference of this

size would not work. It would be useful to find out if his

thinking has developed. We propose to discuss the French
proposal further with the Pakistanis. A conference might

But until we have cleared our

be useful at some stage.
i take
lines with the Pakistanis it will be better not to

Waldheim into our confidence.

CAMBODIA proved an ASEAN draft

Assembly 2P
i T o rnational Conference

an early inte:

oached Waldheim in January to
P

on calling for
When ASEAN ap! .
e
jon, he claimed that
jon, Jto do 50

resoluti

by 97-23-22. was only -obliged

ask him to take act
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to do so when ASEAN had secured the agreement of all

concerned. He repeated this line in response to a SUPportip,

e by the EC Presidency on 2 February. This restrio¢.

démarch

jve interpretation of the resolution probably reflects a

firm Soviet indication that they support Vietnam's outright

rejection of any conference other than one on their terms

which would merely acknowledge their puppet régime in

Phnom Penh.

6. The Delhi Non-Aligned Foreign Ministers' meeting

marked a further defeat for Vietnam's efforts to obtain
public acceptance of their 'fait accompli'. Moderate
delegations led by Singapore succeeded in securing a call

for the withdrawal of foreign forces. This is likely to make
Vietnam even more intransigent in the short term. But the
coming months will provide a severe economic test for Vietnam,
which is suffering acute food and economic shortages, and may
test the Chinese assumption that only sustained pressure will

induce t
he Vietnamese leadership to accept a compromise in
Cambodia.

TRAN/IRAQ

7. Mr Pal
me ret
urned to the area on 17 February when he

hoped to co
nclude
the arrangementg for the evacuation Of

trapped shi
pPs fr
— om the Shatt g1 Arab. By achieving a temporaly
ire to allq
W the €vacuation tqo take place, he hopeS to

- Jstrengtt®
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rengthen his position a
strent S a peacemaker, Ack:
owledgement

. the belligerents that th 4
by e UN has a mediatory réle to

play will be a step forward,

[Note for use].

o We continue to provide Mr Palme

with sanatised JIC assessments on the conflict He has

confided the results of his activities more closely to us

than to others.

UN BUDGET
9. Supplementary budget providing for 1.4% real growth was

adopted by Assembly in December. Members (including UK)

together contributing more than 70% voted against. Indications

are that this has impressed the Secretariat, who will work for

maximum restraint in proposals for next biennium but new

d by the developing countr:
y will tend to inflate the

majority in
programmes supporte y maj

the course of the next Assembl
figures.
In 1980 UK

id System.

. A
. - putions to UN
0. UK Contributi T and UNRWA totalled

p, UNICEF, UNHC

voluntary aid to UND o 1079 figure of £49.7m,

uction on th
jpution). We remain

ur UNDP contr
pigure for 19

£33.4m (a substantial red

in o
arge CUt 2l gl will again

mainly due to a 1

jputors-:
one of the largest contribd

be around £34m. e s[jCCESSIoN

/UHQU
e

1
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likely in March or April. The 0AU Liberation Committee 18. We announced on 2 D
: i ; Scemberied
(19-23 January) and the Non-Aligned Foreign Ministers' o iy FiE o COTER at we would convene a
nce in t
Josting HNTNERIER MG & i beuacy) both called for s he near future with th
of bringing Belize to early ind e intention
sanctions. Decisions on tactics will be put off until the D ependence. Ve are also
i continuing to seek a negotiated settl i
0AU Council of Ministers (23 February - 1 March). ement with Guatemala
Talks are expected to resume shortly at Ministerial level

By mutual agreement, the contents of the talks remai
n

16. African countries want the Western Five to keep working
confidential.

on South Africa for the implementation of the UN plan

However, US coolness towards the UN plan leads us to be cautio
us
’ GLOBAL NEGOTIATIONS
in responding to i
g requests for assurances that policy will be 5 e :
T e T . nformal discussions last autumn made
persuade the US to contin e
ue the
towards reaching agreement on agenda and procedures for the

search fo
r a settlement, and to consult all concerned,
FRG President of the General Assembly

Global Negotiations.

including the Front Line States.
his efforts in mid-January. No

(von Wechmar) resumed

BELIZE progress is expected until the Americans have taken a position,
probably not before mid-March. Developing countries accept

17. Belize has be 2
en d. o 3

iscussed in the United Nations
that such a delay is inevitable.

Decolonisation (F
(Fourth) Committee every year since 1975 In
elieve that,

developing countries b

1980, the Gener m approved a Reso )
) al Assembl d Resolutio y

y u n by 139-0 T

the:

with 7 abstentions

20. (Not for use) Some

s not reached by Ma
Such an ou

» recognising the
J3 i
determination R e ttomeld- i
if agreement
tcome would be

» independence
and territori i
al integrit
g y:ot sFor jons.

s : consultat
in pursuing n to be working

to us put we should not be see

the first ti
me a target da
t
€ Was set for Belizean independence -
satisfactory

before the
conclusion
of the 1981 Session of the Assembly
] for a failure.

The Resoluti
ution ca
1led on us to convene a Constitut
utional

Conferenc,
€ and
prepare for the independ
ence of Belize.

also urgeq
us a It
re 1d Guatemala to contj NORTH /SOUTH SUMMET of co-EpoONSOTS! e e
ach a negotiateq nue their efforts to atory meeting
€| Settlemept 21. Further prepa” jans have pressed e
¢ 1ger
1 . 13-15 Mare: = /1ink

in Vienna ©

Sl
hg. We
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link with the Global Negotiations but others have resisteq.

Waldheim has avoided direct jnvolvement in this Summit

because of the invidiousness of selective participation,

We prefer an informal summit and hope that it will lead to

effective action.

CYPRUS

22. UN has done well to reestablish intercommunal talks
on regular basis. Atmosphere good, but both sides inflexible
As requested by Waldheim, Prime Minister urged flexibility

on Kyprianou in London in December.

23. Only possible basis for final settlement is loose

biregi
regional federation, with Greeks conceding on constitution

and
Turks on territory. (UK, US and Canada proposed this

in 19
78.) Neither side interested. UN aiming instead at

interim

agreement, whereby Turks concede Varosha (Greek
Famagusta

) and Greeks allow reopening of Nicosia airport

(partial 1if
ting of economic blockade). Prospects poor but

not hopeless,

24, We main
tai
flexibi ? close contact with parties and UN ing
Xibility on p , urgin
oth sides, Ready to Be lontunthor it askeds
if a ;

will do nothi
ing to cut acr
0Ss UN effort
s.

-12- /SECURITY COUNCIL ENLARGEMENT

CONFIDENT|AL
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GECURITY COUNCIL ENLARGEMENT

g5. There have been moves, led by India, to enlarge th
z ge the

UN Security Council from 15 to 21. We Tt
rgement.

1t would seriously detract fr

om the Council's efficiency
and upset the existing balance between regional and political
groups. It is evident from repeated postponements of the
vote on this item that a considerable number of countries
share our reservations about enlargement, and recognise that
confrontation on this subject could seriously prejudice the
continuing work of the Security Council. We hope that the

Indian proposal will be withdrawn.

1981 ELECTIONS FOR THE UN SECRETARY-GENERAL

26. Mr Waldheim's second term as Secretary-Generll expires

on 31 December. Elections will be held by the Security
Council in the autumn. Until recently, Waldheim's intensive
ultations was taken to indicate

e of travel and cons
put there are signs

o seek @ third term,

programm

that he intended t
y have had enough-

other potent ial candidates

that he ma amphal, and the

al, Mr R
cretary-Gener
alth 8¢ ermanent

are the Commonwe s
merly

i MinisteTr Mr Salim (for!

e resident of the General

e 4 1979 P
Representative in New York an
Assembly) -
id any commitment
27. The Prime Minister will wish to avo =
_13-
CONFIDENTIAL
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to Waldheim's candidacy, if he indicates his intention to M

run, pending further knowledge of the field. A

WALDHEIM, KURT

Secretary-General of the United Nations

Austrian. Born 1918. Military service with German army

1938-42 (medical discharge after service on Eastern front).
Graduated from University of Vienna as Doctor of
Jurisprudence 1944 (but prefers to be addressed as 'Mr'
rather than 'Dr'). Austrian Diplomatic Service 1945-68;
Federal Minister of Foreign Affairs 1968-70; Permanent
Representative to the UN 1970-72. Elected UN Secretary-

General in 1972; re-elected 1977. Term expires

December 1981.

: Although his outlook has proadened in recent years, .

es and perceptions remain those of old

Waldheim's valu
he is fundamentally decent,

style Austrian diplomacy; .
o Hew

disciplined and somewhat paternalistic

rovisions of the UN Charter and is

| strong belief 1B the P o+ ST e o
defence of the authority

staunch in e '

of the Secretaty—General
ce

‘ UN and the offi

ood manager of business

Forei, &
gn and Commonwealth Office He works 1oné hours g e pproach to problems and
2 inst
0 February 1981 . He has @ pai e
-14-
TIAL | f,d,
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is cautious about taking jnitiatives which might court

unpopularity. Not an outstanding Secretary-General, but p
as

succeeded in maintaining the authority of the Uniteq Natig
ns

and has been more active than is frequently recogniseq .
Tough

quiet diplomacy and use of the Secretary-General's 'gooq
offices'. Though aware that when first elected the UK p A
a

reservations about his candidacy, he trusts and likes Brit
2k ain,

Speaks English, French and Italian. Interests are horse.
S and
the UN. Autobiography ('The Challenge of Peace') publisheq
e
Spring 1980.
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Copy

22 January 1981

(By hand: Dear Prime Minister,)

I wish to thank you for your letter of 7 Ja
on the quest_lon of a possible successor to Mr Br;?::rgréggix’-t
when he retires as Under-Secretary-General for Special
Political Affairs. I recall that we discussed this on the
occasion of my visit to London last summer and I have also
discussed it with Lord Carrington.

and the position of the British Government
it lies with me, I have every
osition when the time comes.

do not know how long I myself

I fully underst
in this matter and, as far as
intention of respecting that p
As you are certainly aware, I

General, since the election o{ xhe e
Secretary-General i eneral Assemo.y
at its ngxt session, nor is it certain :xow ;:ng l‘i‘dU;g“:;l‘t
- ; A i t post. wou
will continue to OCCUPY his presctigl at he should continue

i i i th
ersonal ish, which 18 also yours, ¢
rf)or some ygars yet, but this is a matter which in the long

run he himself has to determine, in agreement With the
Secretary-General.
ure you that I

i ass’
wish 10 457 Her Majesty's

i I
these c1rcumstances, et
Shanlgo all I can to respect the wish

5 7 atter.
Government in this important ™

Wwith all best wishes,

(By hand: Yours sincerely,)

Kurt Wwaldheim

M.P-

T

Her Excellency ¢ Thatche¥ i, gdom
are 4 King

The Rt.HoD. “;"ﬁf the Unitiom 1reland

Prime Minlgf_‘ftain and NO

of Great

London
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7 January 198)

Dear Secretary-General

You will recall that when I had the pleasure of
seeing you here in London last May I mentioned the close
interest that the British Government would in due course
take in the choice of a person to succeed Mr Brian
Urquhart as Under-Secretary General for Special Political
Affairs. I understand that Lord Carrington also raised
this matter with you when he was in New York in
September. Now that the 35th Session of the General
Assembly has been suspended I wish to take this further
opportunity to make our position clear. My colleagues
and I hope that Mr Urquhart will continue for some years
yet to occupy his important post. I believe that that is
your wish too. We have followed with admiration the
determination and skill with which, in addition to his other
tasks, he has in recent weeks pursued the effort to achieve
agreement on implementation of the UN plan for Namibia. But in
rse the time will come for him to retire. At that time

due cou
the British Government will consider it a matter of the greatest

importance that you should appoint someone from the United
I say this not only because I believe
e Security Council the United

Kingdom to succeed him.
that as a Permanent Member of th
Kingdom can expect to provide at least one Under-Secretary
General in a central job at Headquarters but also, and more

ificall because I believe that for reasons of history and
e ter the United Kingdom is particularly well able
e c:::azx:erience and skills reQuiied for the kind of
?O e hart has been doing. I can assure you that when the
i Ur:uthe British Government will produce a first-class

ime comeé:
Z;ndidate to succeed him.
Yours sincerely

Margaret Thatcher

CoNFmENﬂAL
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PRIME MINISTER'S VISIT TO THE UNITED STATES

25-28 FEBRUARY 1981

ENSERCH /DAVY
Brief by Foreign and Commonwealth Office

POINTS TO MAKE (Defensive only)

1. No decision yet on whether to refer Enserch proposal to Monopolies
A decision to refer would imply no more

and Mergers Commission (MMC) .
ed further study. MMC would take all

than that issues involved merit

relevant considerations into account.

tpationalistic'. We support the free

rch proposal does raise significant

2. Our attitude is not

movement of investment. However, Ense

issues. One major concern is that a merger could damage Davy's exports

from this country, because of the long arm of US law. We think it

unfair that the practice of extraterritorial jurisdiction subjects
s to US trade law.

foreign companies owned by US corporation:

fect on UK industries

posal include ef
s and balance of

issues raised by Pro
export prospect

employment,

3. Further
connected with Davy,

payments.

BACKGROUND
principnlly involved in

in engineering and
js the largest and

pany
1 gas and
Davy

s-based power com

of oil and natura
y industry-

1. Enserch is 2 pDalla:
production and supply

icit
construction for the electric
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ractor, producing processing plant for , S
e

most important UK cont

variety of jndustries.

ber 1980 Enserch announced intention to offer 2l
Davy is resisting the merger. The Otfice o

at the Secretary of State for Trade

5. On 18 Decem
n for Davy.
g has recommended th
the MMC. The Secretary of State for Trade i

i eng
subject to the views of the Secretary of State
1th Affairs and the Secretary of State o

¢140 millio
Fair Tradin
refer the proposal to
to refer the proposal,

for Foreign and Commonwea
Industry. It would be a 'merger reference' rather than a 'monopolieg
n .

reference’'.

3. Concern about the Enserch proposal focusses on the consequences

for US-owned subsidiaries of US claims to extraterritorial jurisdictio
A body of recent UK legislation provides wide powers of interference
with trade. Davy argue that the 20% of their trade which is with

East Europe and the Soviet Union could be especially at risk.

4. Other arguments against the Enserch proposal include: risk of US
interference at management level, affecting amount of sub-contracting
given to UK suppliers and willingness to support operations which are
not consistently profitable; possible effects on employment in UK}
disappearance of Davy as national flag-carrier for UK; possible long-
term effect on UK balance of payments because of remittance of profits
to the US and loss of sub-contracting work.

N uld

‘ In favour of their proposal, Enserch have argued that merger Wo

gu: Davy a broader base to operate from and stronger finance (to

en; 3 ;
able them to take on bigger contracts). They say that they int

that Day 5
v should continue as a separate business under its present
mangement,

end

6.
offj

Former ‘
Governor Connally of Texas telephoned Lord Carrington s

ce on 13 Februar
y to q % e
Enserch Proposal , make representations in favour of th

case to the mmc in
nationalistic gro

the
Eeargued that heisay! no| reason, £or referring

d i P
: dSald that yk resistance to the proposal on
n

s woul g crade-
He hoped that i d amount to a serious restraint Of

. o
’ arrin trea
On its merits, gton woulq Dress for the case tO be

Foreign and comp,,
24 February 1981 ce

nwealth Ofyi
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