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THE DEFENCE OF FREEDOM

DONOVAN AWARD SPEECH
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(Courtesies)

The 0SS

Mr. Chairman, this evening what has already been for me
a memorable visit draws to a memorable conclusion.
I have spent the last three days in the "land of
the free" - you will understand if I, as the Prime
Minister of Britain, amend that phrase to read "one
of the lands of the free".
Tonight, under your flag, I know that I am also
in the "home of the brave".
It is deeply reassuring to look round this great
room; to recall the service which you, the veterans
of the 0SS, have given; and to be reminded of the
talents and qualities on which the United States can

_call in time of need.

The 0SS in the Second World War constituted an arsenal

“\of this nation's intelligence, in every sense of the
Qord.
What other enterprise could have counted on the
serv;ces of David Bruce, Archibald Macleish, Arthur
Goldb?rg, Carleton Coon; William Langer, Arthur

Schleéinger and so many more.

/ What other
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What other than General Donovan's university of
courage.

Yours is indeed a fortunate country.

The Donovan Award

I am, of course, greatly'honoured fhat you should have
chosen me to receive the Donovan Medal.
The honour lies partly in receiving a medal
commemorating General Donovan, a man whose courage
and love of freedom are legendaryé and partly in
being added to a roll which already includes such
names as Eisenhower and Mountbatten. |
They were men who, like "Wild Bill" Donovan himself, f
gave their countries and the cause of liberty leader-
ship when the hour was darkest.
Résourceful, resolute and clear-headed, they

bffered hope when despair might have prevailed.
\

\

/ The New Administration




The New Administration

These are also days when there is a need for leadership
and clarity of purpose.
It is therefore a particular pleasure to receive
the Donovan Medal only a few weeks after President
Reagan's Inauguration.
The election of a man committed to the cause of
freedom and the renewal of America's strength has
given encouragement to all who love liberty.
So also has his devotion to the virtues of plain
speaking and less government - virtues in the
defence of which I have myself earned some battle

scars.

Let he welcome, too, Mr. Chairman, the appointment as

Secretary of State.of General Alexander Haig.
. As Supreme Allied Commander in Europe Al Haig
\\gained the respect and admiration of the entire
Alliance.
T have the impression that last month the Senate

Foreign Relations Committee learned why.
)

-
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Finally, what could be more heartening for us in Britain
than to have as the new Director of the CIA a man
who ran the Secret Intelligence Section of the 0SS
in London during the last war and who introduced me S0
so generously a few moments ago.
Bill Casey's latest appointment crowns a splendid
career and offers a fresh tough challenge.
We know he .is equal to it.

We are much looking forward to working with him.

Freedom
Mr. Chairman, there can only be one theme for the recipient

of the Donovan Award.

That is why I intend thié evening to speak about

the defence of freedom.

Freedém\based on respect for the individual, is an idea
whose strength and beauty has remained undimmed
down the ages.

Other ideas and other words have been twisted and
usurped.

) :
; / But freedom




But freedom resists such treatment.

It is the great gift of Western culture to mankind.

It remains the driving force of the Western democracies
today.

It is the source of their strength, of their

diversity and of their prosperity.

Freedom is the most contagious of ideas and the one
most destructive of tyranny.

That is why tyrants of every kind have fought -

still fight - so hard to destroy it.

They will always fail because where freedom is the
heritage of centuries, as in your country and mine,

it is tenaciously defended: and because where it is newly
established, it inspires confidence and hope.

Nowhere and never has it been consciously surrendered:

we have just seen that confirmed, happily, in Spain
where a constitutional monarch has played such a

" remarkable role.

/ The Threat to Freedom




The Threat to Freedom

But freedom, 1ike much else that is worth while, is
today under threat.
National ambitions and rivalries multiply.
Too often 1eadership falls to the despotic or the
merely unbalanced.
There is poverty and hunger.
There are wars and refugees.
There is a pervasive and destructive atmosphere
of uncertainty.

It casts a shadow, the effects of which none of us,

in a shrinking world, can altogether escape.

*

’
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Soviet Ambitions

This time of troubles is a time of opportunity for some.
An audience such as this does not need me to describe
the threats to freedom: you have spent your lives
fighting them - and defeating them.
Extremism and fanaticism; the pursuit of power for
its own sake; the aggressiveness that is sometimes
the. mask for a deep sense of insecurity - all these
are as old as human society itself.
But my generation is having also to deal with a
phenomenon of a different kind.
We face a group of states whose leaders believe,
or profess to believe, that history has predetermined
them and us to a relationship of struggle, and
preordained that they and not we should be the

winners.

This new creed of struggle is backed by the old tools

% of pressure.
\The Soviet Union itself spends on military purposes
about one sixth of the national wealth it produces.
To take some recent figures at random, last year
the ‘éoviet Union manufactured 1600 combat aircraft,
3000 %anks and some 1500 missiles of intercontinental

of intermediate range. :
/ Some of




Some ofthis equipment has been sent abroad to swell
the Soviet foreign trade - or foreign aid - statistics:
but most of it will simply Jjoin the already gigantic

Soviet arsenals on lend, at sea and in the air.

Does this mean that the Government of the Soviet Union,
a founder member of fte United Nations and a permanent
member of the Security Council, is contemplating
direct aggression against the West?
T do not suggest that, and I do not believe that.

I see three other motives:-

Firstly, they seek reassurance for their own fears.
Like many whose consciences are uneasy they find
. it hard to imagine that others do not conspire as

’

they do;

"
Secondly, they hope that knowledge of their sheer might

will be enough to split Europe and Japan from the
United States.

They calculate that a collapse of will in Western
Eurgpe would leave them free to determine its fate,

and perhaps that of the world, without resort to war;

/ Thirdly,




Thirdly, they want to gain influence outside Europe with
the aim of out-flanking the West through the South.

The expansion of Soviet military power has therefore been
accompanied by repeated attempts to increase Soviet
influence in the Third World, by subversion and by
active intervention - directly or’ through proxies.
In Angola, in Somalia, in Ethiopia the Soviet Union
or Cuba have intervened by force in African conflicts
thousands of miles from their borders.

In South East Asia Soviet weapons, training and
money have enabled Vietnam to impose its will on
both Laos and Cambodia.

Fourteen months ago the Soviet Union marched into
Afghanistan to rescue a regime tottering under the

weight of its own unpopularity.

One in ten of the Afghan population haw since fled

the country.
Today that new Anschluss is maintained only by .the

. guns of eighty thousand Soviet troops.

/ In the Caribbean
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In the Caribbean, Cuba is continually trying to export a
Marxist system which in that unhappy island itself
has had the most catastrophic consequences.

The latest target for her activities is E1 Salvador.
I fully agree with President Reagan that Cuban inter-
ference in, and arms supplies to that country are

totally unacceptable.

The Western Case

This then is the present danger: an unstable world harbouring
a super power with a destructive ideology and an
expansionist record.

But let us not exaggerate the danger: to measure it
dispassionately is the first step to meeting it.
) The Soviet 1lUnion has suffered setbacks over the

years.

For all her efforts; she has made no advances in

\ Europe since 1945.
Recent events in Poland have demonstrated the failure

of the Soviet system to take root in Eastern Europe.

./ The Soviet Union




The Soviet Union was thrown out of Egypt and has

been unable to re-establish herself in any other

major Middle Eastern state.

Her relations with China are deeply hostile.
Here in New York at the United Nations, 111 nations
have condemned her invasion of Afghanistan, and

have called for her complete withdrawal.
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As that vote suggested the Soviet Union may have a handful

of clients but it has few friends or admirers.
Which is not surprising - for what is there in
the Soviet system to admire?

Material prosperity?

Tt does not produce it.

Spiritual satisfaction?

It denies it.

After an uninterrupted monopoly of absolute power
lasting 63 years the controlled society has
failed.

' The economy is run on strange principles: from
cach according to his instructions, to each
accordiﬁg to his party status.

The rules of the political system are equally
simple: for the few privilege; for the many
the part of a studio audience clapping for the

cameras.

/ What is




What is to be done?

Recognising this let us set about the defence of our
liberties withconfidence.
Of course we face economic, social and political
problems at home and abroad.
But who on our side would exchange our problems
for theirs.
History is not moving, inevitably or otherwise,
in favour of Marxism/Leninism.
Its disciples know that their ideas run counter
to the deepest and strongest instincts of
men,

They are destined, sooner or later, to fail.
What then needs to be done by us?

First, we must find the resolve to avert the dangers
presented by Soviet ambitions and Soviet
military power.

Firmness and determination must be the order of
the day.
Lord Castlereagh said of Russia that acquiescence

will not keep it back nor opposition accelerate

its march., I agree. / Secondly
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gecondly, the free nations of the world must work

together as never before.

This does not mean we must agree on everything.
The viewpoints of the European countries
neighbouring the Warsaw Pact, and of others
historically 1inked to Eastern Europe, may
differ somewhat from those of us who live a
1little further back.

But such variations reflect the liberty which
we seek to defend.

They do not undermine the case for co-operation.
They merely underscore the need to concert

our policies.

The interests we have in common by far transcend

any differences between us.

/ Detente




Detente

The translation of our common purpose into practical
policies demands a clear understanding of
our objectives and how they are to be achieved.
The Soviet Union has in practice interpreted
detente as the pursuit of struggle by all means
short of war.
We must bring it home to the Soviet leaders that
we are ready to live alongside them but not to
be the passive target of their activities.
The supreme task of modern statesmanship is the
prevention of war.
Therefore we seek detente.

But it must be genuine, two-way, detente based

on the recognition of the longing of all peoples

for stability, for independence, for freedom.

/ Dealing with




Dealing with the Soviet Government

Meanwhile we must continue to deal with the Soviet

Government.,

Let us do so with realism and with consistency.
I have looked for example at the speech which
President Brezhnev made on Tuesday.

There are many things in it which all of us
here would utterly reject.

But there are also things which need to be

explained and explored and turned, if possible,

to the benefit of the world.

In particular there are signs of a readiness on the part

*

»

of the Soviet Un;on to negotiate.

Like President Reagan earlier this week, I
welcome that.

In this perilous .. world, negotiation between
governments must continue, particularly in the

field of arms control - or better still of

‘arms reduction.

We need to establish a military balance between
East and West and to ensure that that balance

holds.
/ Defence




Defence

The necessary condition of such negotiations, as for every
aspect of East/West relations, is that we
ourselves should be strong.

Our first duty to freedom must be to preserve
our own.

President Reagan's Administration has recognised
the need to prevent the Soviet Union from
out-distancing us militarily.

It is recognised too in Europe.

The security of Europe is indivisible fram that
of North America.

Both are pillars of an Alliance which is one of

the enduring achievements of modern history.

Under a resurgent American leadership that

Alliance will be revitalised and strengthened.

/ The interests
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The interests of the Allies do not stop at the boundaries

of the Alliance.

There is an urgent need for a new defence
policy beyond the North Atlantic.

We must prevent Soviet encroachment in regions
vital to the interests of the members of the
Alliance and to the economies of the world.
This is true of parts of Africa, it is true of
the Gulf,

I welcome therefore the new President's
determinatioﬁ to tackle this problem without
delay.

As a loyal ally, Britain will help to the very

maximum of her ability.

/ The Developing




The Developing World

For the Third World too there are choices to be made.
The West and the Soviet Union offer the
example of their systems - the free or the
unfree.

We in the West do not demand alignment or
displays of fidelity.

Our ambition is that the countries of the
Third World should be at liberty to solve
their own problems in their own way.

We are confident that left to themselves most
will choose to live in freedom in a free
society.

We are happy that we and they should exchange
resources, human and material, where the
exchange benefits us both.

If, having assessed the dangers, the nations

of the Third World take steps to defend them-

selves, alone or in regional groups, we in the

West are ready to respond.
)

[
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Chairman, we have long known that the 1980s will be a
difficult and dangerous decade.
There will be crises and hardships.
But I believe the tide is beginning to turn in
our favour.
The developing world is recognising the

realities of Soviet ambitions and of Soviet

life.
There is new determination in the Western Alliance.
There is new leadership in America, which gives

confidence and hope to all in the free world.

lédge my country to work with the United States in a
new and greater effort to promote stability,

to prevent aggression and to oppose tyranny.

I call on free peoples everywhere to Jjoin with
. us.,

Our way, the way of freedom, will prevail.

}t will prevail because we are determined that

it shall.




RECORD OF A DISCUSSION BETWEEN THE PRIME MINISTER AND THE SECRETARY
GENERAL OF THE UNITED NATIONS, DR. KURT WALDHEIM, IN NEW YORK ON
28 FEBRUARY 1981 AT 1700 HOURS .

Present:

Prime Minister Dr. Waldheim
Sir Anthony Parsons Mr. Urquhart
Mr. Bullard

Mr. Alexander

Dr, Waldheim said that the world seemed to him to be in
a bad shape. It would take some time to improve things. Much
would depend on the line taken by President Reagan and it had
therefore been a good thing that the Prime Minister had been
able to see him so early in his term of office. It was
essential to re-establish a working relationship between
East and West, To say this was not to show weakness but merely

to recognise how much depended on the two super powers.

President Brezhnev's speech earlier in the week had been interesting.
Very similar speeches had been made by President Brezhnev early

on in the lives of previous US Administrations. It was intended

to signal the Soviet desire to work with the Americans. The

Prime Minister agreed about the need for a working relationship

but said that it was important that the West should not make

unrequited concessions simbly to secure an improvement in relations.,
The Americans would study President Brezhnev's speech carefully.

No doubt there would be a bilateral summit eventually. But it
would be important not to rush into this. The Americans would

have to decide their attitude to SALT first. If there was to be

a Summit it would need to be one which would produce results and
was therefore carefully prepared. Dr, Waldheim agreed with the

last point.

/Namibia




Namibia

Dr. Waldheim said there was much concern in the United

Nations about the failure of the PIM in Geneva. A very

dangerous situation now existed. There would be repercussions
throughout black '‘Africa if South Africa remained unyielding.
Their concern about Namibia might well be misplaced. As could

be seen in Zimbabwe, it would not follow from a solution in
Namibia that the whole area would turn communist. The Prime
Minister said that she was concerned lest a solution in Namibia
should merely result in the '"chorus" turning against South Africa
itself. Mr. Urquhart said that the Front Line States argued the
contrary. They professed to regard the problems of Namibia

and South Africa as entirely different. §Sir A. Parsons said

that there was a chance that if the Namibian problem was resolved,
the Africans would pause for thought.They knew that South Africa
was qualitatively different. It was not inevitable that they
would simply roll on from one problem to the next. Dr. Waldheim

said that at the least a solution in Namibia would buy time.
The Prime Minister said that she was not disputing the need to

find a solution in Namibia. Indeed she regarded it as only a
matter of time before an answer was found. But she was concerned
about what would follow.

The Prime Minister asked about the situation in Angola.
Was there any chance of getting the Cubans out. Dr. Waldheim

said that the Angolans felt they needed the Cubans (whom Andrew
Young had once described as "stabilizing the situation" in the

country). Only the civilién Cubans had the know-how to keep the

economy running. If peace were to return they could be replaced
by Western experts. President Neto had given him the impression
he did not like having them in the country. But as long as the
war continued, they relied on them., A solution in Namibia would
have a very positive effect.

As regards the situation at the United Nations, Dr. Waldheim
said that some difficult debates were in prospect . The OAU
were looking for a meeting of the Security Council in mid April.
They would probably seek Chapter VII action then. If they did
not get it they would probably go for a special session of the
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General Assembly. Sir A, Parsons said that it was clear that

the sensible thing for the Africans to do would be to await the
South African elections on 27 April and the formulation of a
clear policy by the new American Administration. However advice
to this effect was ignored. Dr, Waldheim commented that the

Africans had given up the idea of a March meeting and had
moderated their demands somewhat. The Prime Minister said that

clearly the South Africans would do nothing before their elections.
If the Africans insisted on pushing ahead in the United Nations.
the only effect would be to ensure the hostility of American
public opinion., Dr. Waldheim said that he would be counselling

patience.

Afghanistan

Dr. Waldheim said that he had appointed Senor De Cuellar
to follow up the two General Assembly resolutions. However the
Russians had not yet accepted that the UN had a role. The
Pakistanis, who had been criticised by e.g. Mr., Chatti for being
too flexible, were feeling isolated. The Iranians would only
participate in the discussions if the guerillas were to be
represented. A Pakistani representative was at present in
Tehran for discussions. These would probably prove unsuccessful.
Dr. Waldheim's own view was that the Russians probably wanted
to withdraw but would only do so in a negotiating process which
was acceptable to them.

E1 Salvador

The Prime Minister said that it was clear to her from her

talks in Washington that the Americans were preoccupied with the
situation in E1 Salvador. The question was how to stop support
reaching the guerillas. No-one defended what was being done in
the country by either side but it was essential that the people
should be left to sort out their own problems.

Middle East

Dr. Waldheim said that he had been reading the statements

made by the Prime Minister and the Foreign and Commonwealth
Secretary on the Arab/Israel dispute. He thought that the British

/Government's




Government's position was a good one. The Palestinians were the
key factor. It was clear that they would have to be associated
with any negotiations. The Prime Minister said that Palestinian

involvement could go no further than association with the negotiations.
It was a pity that there was no other organisation to represent

the Palestinians. She recalled that King Hussein and his then
Prime Minister Sharif Sharaf had discussed with President Carter
the possibility of encouraging the formation of another Palestinian
organisation and had regretted that the attitude of the Israeli
Government prevented this. The need to make the creation of a new
organisation possible remained. Meanwhile it was necessary to

"use a long spoon'" when dealing with the PLO. Dr. Waldheim

commented that he understood that the Foreign and Commonwealth
Secretary had acknowledged the PLO as the representative of the
Palestinians. Mr. Bullard said that Lord Carrington appeared to

have been misreported. His position was that the PLO was considered
by many Palestinians to be their representative.

Dr. Waldheim said that without a solution to the Arab/Israel
dispute there could be no overall settlement in the Middle East.

He hoped that the Europeans would continue to play a helpful
role. He had much welcomed the Venice initiative. The Prime
Minister said that there would be no solution to the Arab/Israel
dispute unless all the Arab countries were associated with it.
As a first step it was necessary to obtain more precision about
the meaning of the words used by those involved. The search

for a settlement so far had been bedevilled by vagueness

e.g. in Resolution 242. This was the purpose of the exploration
initiated at Venice. Sir Anthony Parsons said that he agreed
with the Prime Minister about Resolution 242. He had thought its
ambiguity wrong at the time it had been adopted. It was now

necessary to have more clarity.

As regards the content of a possible agreement the Prime
Minister said that it was not easy to see the way ahead. She
did not think that Hussein would want the Palestinians within
his own borders. On the other hand she was wary of an independent
Palestinian state. She did not think it would be possible to
find a solution without the United States and the new Administration
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had not yet made up their minds how to proceed. Mr. Peres' ideas
would probably prove impractical. Moreover, he was unlikely to
yield up in areas vital to Israeli security. Sir A. Parsons

said that one useful thing Mr. Peres could do would be to allow

the Palestinians to set up an organisation separate from the PLO.
owever

The Prime Minister agreed but added that / it was achieved, it

would be essential for Israel to have totally secure borders.
Mr. Bullard noted that this to some extent pended on whether

Israel's neighbours were to be friends or enemies. The Prime
Minister said that it would be a long time before Israel could
trust any of them. However Mr. Peres did recognise that something
would have to be done. In the longer run she was doubtful whether
even a solution of the Palestinian problem would buy stability

in the area as a whole. Dr. Waldheim said that he thought the

creation of a homeland for the Palestinians would be an enormously
important psychological step.

UNIFIL

Dr. Waldheim referred to the problems which UNIFIL was
having with the Palestinians in the area where it was deployed.
He sometimes thought that it would be better to withdraw the

UN presence. However this would merely open the way for a direct
confrontation between Israel and Syria. Mr. Urquhart said that

the Israeli decision to opt for pre-emptive action had been

misguided and had put the United Nations in a difficult position.

UNWRA

Dr. Waldheim described the financial difficulties being

experienced by UNWRA and asked for the Prime Minister's help.
The Prime Minister was non-committal.

The meeting ended at 1745.

2 March 1981




"IME. MINISTER'S INTERVIEW WITH BARBARA WALTERS ABC "ISSUES & ANSWERS"

SATWAY 28 FEBRUARY

Q: On'Friday evening when you hosted a very lovely, veri warm dinner
‘for President and Mrs Reagan and as you waiked into the dining-room
‘the band Qas playing Happy Days are Here Again and they stopped and
you said '"no no continue to play'". I want to ask you about the
philosophy. Do you feel that happy days are indeed here again for your
country and mine? E

'A: The atmosphere has felt like that. The talks have gone so well,

and the visit had gone so well that that just seemed the right tune

and quite wrong that they should have stopped it the moment we walked
in. Also I think it indicated that one is completely informal and
relaxed in the company of President Reagan and I think thét says a great
deal for him and Mrs Reagan. And it seemed just absolutely right

to say '"'no no go on'".

Q: You had a very good relationship with President Carter and there had
been some talk that some of the other Europeanileaders had not but you
did. Yet the fact that President Reagan's philosophy is so similar

to yours - does that make it an easier relationship, do you have a head
start?

A: Can I just confirm that I found President Carter very easy to get

on with. Always very thoughtful, very considerate, very frank in
.discussion and there were no difficulties between discussions between he
and me. I think the difference with President Reagan is we both have a
common approach to economic problems, a common philosophy so I know the
.way he's thinking and he knows he will find a ready response in me. Yes
it does make a difference, quite a bit of difference.

Q: No surprises perhaps?

Ac  iNog T donkt think any surprises. I must say though, that I think he's
done wonders in getting such a tremendous public expenditure reduction
packet out so quickly and to Congress. I think he's really to be
coﬁgratulated.

Qi Thigi's the'last television interview you're going to be doing in this




country and you leave shortly. What did you accomplish by this visit
andQ you could tell us as specifically as possible.

A: I think we know one anothers approach. We discussed the many

foreign policy issues - you know the worlds a very dangerous place at

the moment. There are so many problems and conflicts all, most of them

outside the NATO area although there are one or two within, you can do

a certain amount through telegrams, a cértain amount through Ambassadors
5ut therés absolutely no substitute for getting together, talking about
these things, discussing them, debating them, trying to look at them
from other people's view point as well as youro&ni I know that that
dosen't add up té a kind of laundry list with items one to twenty. But
~ it's very fortunate that this happened during a period when the American

Administration is formulating its policy. I think it will lead to

a better policy. completely thought out and I think that will be of

benefit both of the American people and the West.

Q: I don't want to use the word influence in asking if you were able

to influence his thinking. But if there was something from either

Britain}s point of view or the European point of view that you thought

was very important that he know, that this Administration know. Is there

something that you were particularly trying to stress at this point?

A: I think we were very much aware once I'd done one or two interviews
~that there was a complete misunderstanding about the European initiative
“on the Middle East. People thought that somehow we were in compétition

with the American negotiations. Not at all. At the time we started

that in itiativéet was the run up to the elections in the United States
and we felt it iﬁportant that thihgs should be carried forward. And

with Namibia for example, we think it impoftant that things should Ee
carried forward. We don't want a vacuum in any negotiations because

that's whén the unexpected can happen and it can be very nasty.

Q: Did you feel that President Reagan supported the European initiative

on the Middle East?

A: I'm not quite sure whether it was fully understood or not. But I think

it is now. We're trying to help. Our efforts are complementary not
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in competition to that of the United States. No Middle Eastern problem

can solved without the United States. It is the single mdst important
nation dnd what it does is'the single most important thing in the:

Middle East. And we all understand that in Europe and we'd like our
American friends to know that we understand that.

Q: But did he say something like - we'll think about it or take it

;nto consideration, or did he think - yes, yes thafs right, full steam
ahead?

A: No. We are formulating our policy.on the Middle East. Thére is

just a little bit of time because as you know th;re are Israeli eléctions
‘coming up in a few months and not a great deal is likely to happen after
that. But there really are two aspects of it. There's the Arab/Israeli
problem and then there is the Gulf. ‘They're both inter-related and

I think we were able to get what I call, the larger understanding. You

can never take a part of the world, just look at that and say now that

isn't related to any other problem. They all impinge on one another.

Q: And that does seem to be part of his philosophy in general to see

it as part of a total Persian Gulf thing?

A: Yes.

Q: I had wanted to talk about the Middle East a bit later but since

we are on it. Do you agree or how do you feel about President Sadat's
probosal that the PLO become a Palestinian Government in exile. Is

that fruitful? g

A:  Well we in Britain, our politicians have never had contact with

the PLO." Officials have had contact with the PLO. We would not, as the
Arab'world?0§ZcogniSe them as the sole représentative of the Palestinian
people. We never have and I do not think that we would agree with that
suggestion. v

Q: While we're talking about areas in which.you agree and do not agree,
Lord Carrington said that there were of course'somé areas of disagreement
and he mentioned, in particular, El Salvador and the Middle East. Can
you clarify that for us?

A: I think we discussed our view points. We, as you know, before we
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cam'ere, were very worried about the hardship, the terrible things

that are happeﬁing in El Sglvador from the viewpoint of the people
there. rWe have been given some evidence by the United States of outside
interfereﬁbe so we issued our own communique to say, yes there was
evidence of outside interference, it is unwarranted, we hope it will
cease, its important that it did, so that the people in E1 Salvador, like
our countries can shape their owﬁ destinies in their own way without
external interference. That of course is the language Wwe use over
Poland, the language we use over Afghanistan. And we also called on the
 Government of El Salvador to protect both their own institutions and
their people. |
Q: When you talk however, and you said it yesterday as weli, you're
very careful of your words and you said El Salvador must sort out its
own future in its own way. Are you recommending therefore that the
United States also stand aside and out of there?
A: But you know you have a great deal of external interference. I
think its important that one tries to see thét that does not continue.
But how, precisely how is a matter for the United Spates. If you've
got that external interference its very very upsetting indeed. Because
‘ i{s the very thing that stops the people from deciding their own future
in their own way. We do condemn the terrible things that are going on
there:in whatsoever‘quarter. We always condemn'yiolenceAfrom whatsoever
quartef 0 comeslbﬁt in the end fhosé people must decide for themselves
how they wish to go.
Q: _I dén't want to put wordSinto your mouth or to assume that what you
are sayigg ié thaf‘we shbuld élso keep our hands off. Rat the larger
question may be ourj say the countrﬁs, helping El Salvador, supplying
arms to them, look, you just cannot do this and we will not allow:dt.
Is that something that you.... :
A: It will only de-stabilise - it will enablé the violence to continue
if those arms are continuing to be supplied to the guerillas. So we will

do everything we can to see that it is stopped.




Q: We being Great Britain and the United States?
A: ‘, it i; a.‘} matter for the United States. I can quite understand
how the ,United States is worried, it is so near.the United States.

Its our department in that sense?

It is indeed.

But as far as taking the next step and that is sending advisors, or
sending actual military equipment
A: The next step is a matter for the United States. We've issued our
statement, we've made our position very clear and that statement was
welcomed.
"Q: I know you'vé said that you've had more questions asked about El1
Salvador than the amount of time you spend discussing it with President
Reagan which is why we'll go onto another area about the economy.
I know that everyone asks if you gave Ronald Reagan any economic advice
I would like to ask whether he gave you any economic advice?
A: Well I don't think that he needed any economic advice. He has this
very very bold programme which I do indeed applaud. I wish I had been
able to get-pubiic spending down faster than I have been able to. You
know what happens, everyone is for public expenditure cuts in general,
_but when it comes to particular measures it is much much more difficult
to implement them. We have got ours down to the planned totals very
considerably. It would have been easier if we'd gone further. Under
our circumstances at the time we could not. But we did go quite a long

way.

Q: Can you go further now?

‘A: We're copstaﬁtly looking at public expenditure programmes. It is not
easy at a time of recession when you have various increases because

of the recession, various increases in social security benefits. Its
not easy. President Reagan is fbrtunate in one respect that he comes
into office at a time when the recession is much further through. WE
came in at the beginning of world recession caused by the rapid increase
in the price of oil and it was therefore doubly difficult to implement
policies at that time.

ome criticism from Treasury Secretary Donald Regan at




.ongressional meeting just when you came here. And he said that

you failed to cut taxes sufficiently. Is he right about it?

A: I think he's right. I would have loved to have cut them more.

think tﬁﬁt what he was saying was that I hadn't been conservative
enough. Ifs not possible to cut taxes as much as you wish unless you
get your public spending down because if you still have quite high
public spending and cut taxes you have to borrow so much money you

won't be able to do it and then the‘d%fficult thing is the tendency

and the danger is to print it and that will be the next inflat;on. So
you have higher expenditure than you wish, you mpst match it reasonably
~well by higher taxes than you would wish. But never mind. Don't let

me underestimate our acheivemeﬁts. Public spending is very considerably
down from our previously planned totals. Direct taxation is very
considerably down - one figure - direct taxation on earned incomes, the
top earned incomes was 83% when we came to power, its now down to 60%.
On savings income it was 98%, we bought it down to 70%. Therésa long
way to go but we've made quite a good start.

Q: Chancellor Helmut Schmidt voiced concern that President Reagan's
economic programme could deepen European recession. Do you share his
concern?

- wihe &

A: I think,Helmut Schmidt would be worried about would be the very

high interest rates. But you see Helmut Schmidt has rightly taken a very
stricf view of monetary policy throughout his period of office and he

in facf‘has controiled money supply - he's got his inflation right down.
The Germanshave 5% inflation but they've done it by precisely the method
that Pres1dent Reagan is going to try to carry out. So the answer to our
good friend Helmut Schmidt is that you cannot deny the United States the
very policy which were so successful in Germany and he'd be the first

to accept that. Because if the United Stateslhas higher inflation, and
it has high interest rates,you must take the right steps, first to
get inflation down and thats very important. ‘Its important to the future
stability of the world.

Q: Prime Minister, I would like to ask you about the relationship between

inflation and unemployment. In Time Magazine last week you said and
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I quote "I'm«affaid that in the earl& stages bringing down inflation
means that you gave increasing unemployment, I don't know an§ other

way of Joing 2t s is 1t tﬁerefore a fact that as we do try to bring
down our inflation we must be aware that we will increase unemployment?
A: In the early stages yes. In politics life is a question of
alternative policies. Two policies. Suppose you start off with inflation.
You have if, we have it at very high rates. Rates that have gone

up over the last decade to far higher rates than you would have thought
possible and you also have a certain amount of unemployment. ﬁow,

you can do two things, you can reflaie. That means st;cking inflation

'on top of inflation. What happens then)when you have unemployment still,
is more inflation on top of inflation. So you become the hyper-inflation
what I would callLsuitcase moneyf Germany had it after the first World
War and you get that, you get unemployment on a colossal scale. Now

whafs the alternative policy. You've got inflation. You try to pursue
policies that will get that inflation down. That means not having so

much surplus money in the economy so that prices come down. Unless people
condition their wage claims to a lesser amount of money then there will

be some unemployment. What usually happens is that people still want

to take out quite a lot for themselves, they leave less over for others
end it comes out in unemployment. But in the longer run you'll not ‘be

a competitive industry?aggod secure jobs, unless your costs are
competifive with ofher peoples. Tbat means fighfing inflation now with
short term unemployment but long term good jobs, good prosperity, good

prospects.

Q: OK but if we have to bear some unemployment in your country does

this mean even that the very high rate, almost 10% of unemployment but

you feel that it will go down, that this is what you would consider

short term?

A: If I reverse my policies and say I'm now géing‘to reflate the level of
inflation we have now)which is 12/13%Ia11 I would be doing would be

going to hyper-inflation which means that British industry is not

competitive - how can it compete with inflation 5% in Germany. We should




we%iégw much much higher unemployment in the long run. So we have

to go through short term painful periods in order to come through

in the longer run. I know you don't like long answers but can I Jjust
éoint out one thing. In the last 20 years éhe level of inflation)with
éach about half decade)has gone steadily upwards. We used to have
levels of about 3%, then we went right up to 20/22%. Each pound has
gone upwards. In its wake each unemployment level has gone upwards.

' ?'ve got to breék that cycle, get the inflation rate down, down and

get it to stay down,then gradually unemployment will come down and

then we shall have a foundation for a much more prosperous society
We're a very inventive people, a very ingeniaus people. We've got

good supplies of oil, gas and coal and we do happen to be a very
formidable competitor and we intend to be. 3

Q: Its a tough period now and we could spend a great deal of time
talking about this. There's so much. I want to switch to foreign
policy. In talking about President Brezhnevscall to a summit, and

you said don't get into this too quickly and examine it. You used words
like it wasi?ery very canny speech and there was a lot more in that
speech than has been analysed. I wondered if you might point out some
of the things that we have not seen in this speech that Brezhnev . was:
also saying? :

A: I think first that the underlying psychological viewpoint that the
‘West - wefré naturally peace;loving- we assume that all other countries
that that is their prime objectivé. That they will not just march into

other territories. They did, Russia has, she did into Afghanistan. But

- she knows that‘thé Western love of peace is such that the ordinary

western person wbuld say ‘'yes we'd love to have a Summit because we

think that if a few people sit round a table, they'll all be people of
goodwill and we shall come to measures anq everything in the garden

will be lovely thereafter. That is not necessarily so. We're sitting
round the table with a Government that has steadily expanded its power
and influence. There's a deep difference in ps&chology and thatﬁwhy it
was such a canny speech. Now secondly its not what a person says, its




’ghanistan by force. Tha't therefore is the kind‘of person you'll
be dgéling with. He talks about a moratorium on these things called
TheatreFNuclear Forces, medium size nuclear weapons targetted on Europe,
jn certain circumstances they could reach the United States. Of course
we'd like é moratorium. They have the most modern up to date one.
The biggest numbers, they are coming into operation at the réte of one
every five days. Of course if you have that super}ority you would like
a moratorium. But thats not a balance of deterrents. He talks about
confidence buiiding measures on disarmament so that you notify about
manoeuvres and everything else. We do a certain amount of notification
in Europe, with pretty near the whole of Europe and we say tnat
confidence building measures would have to extend right to the Urals.
He then says alright we'll consider it, extending to the Uralé but the
west will have to respond in some way to extend their area. But the
whole of Western Europe is already affected - where is there to extend
to? Or does he mean the United States. We don't know. But perhaps
I've said enough to realise that you have to take these things.and look
at them and also the US would want to know exactly what he wants to
do on SALT, exactly what he wants to do on negotiating this balance - which
jsn't a balance at the moment of the Theatre Nuclear forces. We really
must know the person the other side of the table - know every argument,
every insinuation, every attempt that is being made and you must in the
end go realising that the future of the free world may depend on you, and
yow mustn't give anything away unless you get something for it and you
musth't do anything that upsets the balance of deterrents, you try to

strike it at a lower level.

Q: Just on that point of not giving away without..just this Weekend the

Soviets aéked the United States to set aside political differences and
move towards improved tradeArelations, specifically they talked about the
grain embargo. Should we renew trade relétiops as long as the Soviets are
in Afghanistan?

A: There is one paramouht thing. We must not accept the presence of
Soviet forces in Afghanistaﬁ. I know what they're hoping. They're

hoping that somehow we'lllget’used to them being there. We'll get used
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to if and it will become a fact of life and they will in fact have
altered their frontiers into one other country. We must not do that.
Things must not be normal in trade relations for as long as they're
still in Afghanistan.

Q: So we should stick to our embargo?

A: You can indeed have some certain areas of trade relations, trade
which is mutually beneficial but it was a certain amount of grain and
technology that we clamped down on énd we were very very anxious that
Europe should not send subsidised butter to the.Soviet Union.

Q: You called for a number of Summit meetings to come - can you give
us a little more detail how many meetings,‘and would it be heéd of state?
A: Well we have quite a lot in Europe. We have 3 a year between Heads
of Government so there is quite a lot. And they do come round
comparatively quickly. But you know again it does help, yoﬁ really do
know and have a chance to discuss.

Q: You mean Summits among the allies?

A: Thats Summits among Europe so we in Europe have 3 a year. The
other big summit thats coming up this year is the Ottawa Summit on -
known as the Economic Summit which includes 4 European countries in
addition to the United States and of course Canada and Japan, SO that

is where a bigger distribution of the Western world gets together. We

~also have the Commonwealth Summit in‘Melbourne in September, so there

are quite a lot.

Q: Would you like us to participate more in these, rather just have them
A: Well the economic summit is the one in which you do in fact fully
participate."' '

Q: When you were toasting President Reagan you talked very poignantly

of the two in the morning feeling when youmve had a particukrly bad day
perhaps and when one needs courage and you said something like one needs
to have them the absolute - I wrote it down -‘but.you must stick with

the consequences and see it throughyou said. And I wondered Prime
Minister, at two in the morwing do you ever have any doubts that what you

are doing for your country is not absolutely, the right and only way?




A: When.you're in the position of a President of the United States

or Prime Minister of Britain there are certain decisions that no-one
else can make. The easy ones have beenlteken somewhere else, perhaps
with Ministers. The really difficult ones arelleft on your plate.

Its not a decision between right and wrong, its two or three alternative
courses of action. You know all the worries, every single one of them
You consider every possible avenue and in the end you may well find that

each of them has a considerable numberof drawbacks and dangers - why I

call it two o'clock in the morning courage is, you have decide which

‘way to go despite the drawbacks and dangers and when you've decided

you have to shoulder the full responsibility, you have to take everything
into accountwhen you decide and you must continue and its yourself - thats
why its two o'clock in the morning courage. Sometimes 165 different

in the short run than the long run but really I felt that President

Reagan and myself, we're not going to sacrifice the future for

pOpularity of the present. We're long-run Heads of Government.

Q: Thank you Madam Prime Minister.
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JPRIME MINISTER'S INTERVIEW WITH I.T.V., 28th FEBRUARY 1981

Q. Prime Minister when you came here there were differences

ov;r the Middle East and over Central America. Have you been
able to do anything to reduce this?

A. I think there were apparent differencés. I have.noticed that,
as I have been questioned by your ‘American colleagues, they have
seemed to question me on the basis that the Middle East initiative
was in competition with the Camvaavid process and I have

been really explaining that no it wasn't at all. We started

that at a time when the United States was véry preoccupied with
election politics, and we realised that somehow the negotiations
in the Middle East ought to go forward. Ahd there were a good
deal of points that needed exploring, a lot of phrases that were
used that have never been worked out, and so I was really pointing
out that our attitude was complementary to théirs, 1t's not
supplanting it in any way; and we recognise that as soon as the
Isfaeli Elections are over the United States will again formulate
its policy for the Middle East and will go forward, and we hope
that what we have been able to do will be helpful to them. So
that was an apparent difference.

Q. You and your European colleagues have been trying for some

months to explain that point to successive Administrations. Have

.you persuaded them?

A. Oh, I think the Administration knows, it was much harder to
get across to the media.

Q. Do you know what the Americans are going to do over El
Salvador?

A. We made our position very, very clear before we came and

I think we are both concerned that theré appears to be outside

interference, extensive supplies of arms going to the guerillas.

...we




(?’We are both very concerned about what is happening there -

’ there fare" terrible things happening - and for the people of
E} Salvador; It is deeply worrying and naturally we hope that
the,outside interference will stop and ﬁe call upon it to stop
and.Eall upon the Govermment of El1 Salvador to look after and
to protect their people. Of course one is concerned, of course
the United States is concerned, concerned for the people
(inaudible) ‘ ‘ ‘
Q. I am interested in an expression (inaudible) you use. You
said last night that the active interferénge must be stopped.
HOW? | '
A. One tries to do everything one can to stop the fighting and
~influence the matter by seeiﬁg that the arms do not flow as
'easily. One knows full well that some of them came from

Communist sources. But beyond that one can't say specifically

how it shall be stopped. But it is absolutely vital that it

be stopped.

Q. Have we been asked to help, specifically?

A. No.

Q. On European Defence, did you encourage the President to
develop the so-called neutron bomb?

A, No, they promised to consult us before they make any
décisions abéﬁt that. TheY'haVe got a tfemendous number of
decisions to make and they have only been there for a few weeks.
-I'think they are absolutely right first to take their time.
Secpndiy,'théy havé shown full willingness, indeed they want,
to consult because they want to be certain that what they do
is in step, and is in tuneé with the feeling of their allies,
and so I am quite}zﬁgﬁé the way they will go ahead.

Q. Are you in tune on that, you said that you wanted to

have an effective anti-tank weapon?

A. One does need an effective and deterrent weapon. I think

5




: . 1t 1s a great pity that the neutron bomb was ever called
. the neutron bomb. It isn't a neutron bomb, it is an effective
anti-tank weapon. Precisely what one may choose is of course
a matter for further discussion but there is an enormous armoury on
the part of the Warsaw Pact countries which could move forward,
in enormous waves of power, and naturally we want an effective means
of stopping it. The neutron.weaﬁbn would be one such weapon
but there are of course, other possibilities, and they've
got to decide which way to go and before they take any'decisions

they would consult us.

A. We shall be asked, and we shall give our considered judgment,

and opinion, when the time comes.




PRIME MINISTER'S INTERVIEW WITH LBC RADIO, 28th FEBRUARY

Q; Prime Minister it is considered that your visit to
Washington amounts to the beginning'of a new speéial
«rela%ionship between the leaders of both countries. What
precisely has been achieved?

A. If you ask me to list, say points one to twenty then one
scan 't do'it; because we did not come to detailed agreements.

You get together with the President, with the Secretary of

State for Foreign Affairs, with other Mihisters - like the
‘Minister fér Treasury, Defence Ministers, Minister of Commerce;
and you really discuss your own approach to these problems. We
found a trememdous amount of common ground - and &ou Just get to
know how they see things, the viewpoint they are taking on
particular issue and you have a discussion about this. And you
can do if so much better than any amount of telegrams or written
documents flying from one to another. And you also get to

know the personalities who are dealing with these things, and it
is very valuable indeed, and I can't stress that to you too much.
Q. You showed an interest in American rapid deployment force
for the Persian Gulf. In a British confext how would that work?
A, Well, we still yet have to discuss it. What we have nof got
.is a force that could move rapidly, if there were trouble ITtls
obviously a wise precaution to have one. We would be interested
in it, we are members of NATO and I thlnk that other members of
NATO, some of them would be 1nterested, although it wouldn't be under
NATO command but under a separate command. But these things have
to be worked out, but there is a willingness to go ahead and

work them out.

Q. There has been much interest here in the United States on your

economic policies. Is there anything that you have learnt
from President Reagan's projected policies which could be applied

....iﬁ




\ pin Britain?'

. ‘ A. I think that he has acted very quickly indeed for putting

up a very big programme to cut public spending from its previous
plranned totals. I have been very impre ssed at the'way in which
they.have put their package together in a few days and presented
it to Congress. I think if that goes through it will be a
wonderful foundation for the deep'cuts in taxation they wish to
make which I too would have wishe@ to make. We.had a number

.of things to which we were pledged and we were not quite as

free to move as he is and I Just hope thgt his policy goes thréugh‘
Congress.

Q. Before arriving in Washington you issued a Statement
deploring the level of oﬁtside interference in El Salvador.

Does that imply that you are opposed to all interference

whatever the source?

A.. Now look there is a lot of outside interference at the
moment. To the guerilla forces and that of course has
exacerbated the very difficult situation there, and we are
concerned, and I think all people are everywhere, about what's
happening there. It has a terrible effect on the .lives of

the people there, in El Salvador, and we stand by that Statement
absolutely - it was very well received and our American friends
were very pleased with it.

Q. A final question on the Summit. You have suggested that
their decision be delayed while Brezhnev's speech is studied.
Would that not in fact increase tension .for the Super Powers?

A. No what would be absdutely wrong would be to dash into a reply;‘
That speech has been very, very, carefully thought out by
President Brezhnev. And you must,_before you ever go to summits,
know all aspects of the problem, know exactly what you want, énd
indeed even consider whether you should go, in view of the fact
that Afghanistan is still occupied. You must never, never, never

make a quick ill-considered instant response to the Soviets; and
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Q. Prime Minister: on the defence of the Persian Gulf, is Britain

ready to take part in the American concept of the rapid deployment
force?
A. Yes, but we already have ships in the Persian Gulf, so have the
United States and so have France. So that you can say that there is
already the beginnings of a depioyment force there. But we are
very conscious that we really ought to have a force that could be
dispatched'to a particular area of trouble'and‘we have not really
got an effective one at the moment, and so we are gquite ready to
discuss with our American allies the possibility that Britain |
.would take part in such a force. |
Q. On the summit meeting, what is your impression after this
visit, do you think one is likely later this year?
A. They are obviously going to look at every aspect of
Mr. Brezhﬁev's speech, every aspect of events as they are on the
ground. The fact that the Russians still occupy Afghanistan, the
fact there is still a very heavy theatre nuclear force armoury -
one SS 20 joining it every five days. All of these things have
to be taken into account. I think that they will take time to
Cdnsider, time to consider their response; and I think that's
right. o Tethinked v s absolutely wrong to Jjump into a reply before
the American people have had their discussions.
Q. You have made clear the positivé results of this meeting; where
' are'there the differences of emphasis and of national interest? -
A. I think we really ranged rather widely over all matters of
foreign affairs. Obviously the United States has more immedié
interest in Central and in Southern América and events there,

than we have; and obviously it is not surprising, because these

...events
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. events are very very’near the United States. But that's Jjust a

slight difference in emphasis, but not really a very real
difference in views.

Q. Do you think they have got their‘emphasis right in El
Salvador?

A. Well we have made our views very clear, as you know, that
the eutside interference which is there will cease, because the
things that are happening in E1 Salvador are terrible for the
people of El Salvador.




PRIME MINISTER'S INTERVIEW, BBC TV, SATURDAY 28 FEBRUARY 1981

Q: Prime Minister, you lwe had an extremely warm reception here,:
but how is that going to translate into practical terms in

relations between the two countries.

A: I think it will be enormously helpful. The American Administration
is in the process of formulating its policies, particularly in
Foreign Affairs. There are many issues, vital isSues; tﬁat affect
us: the Middle East, Namibia, the Gulf, East/West relations.'

And if you've had a chance to discuss these in general terms,

they know our approach to these matters and we know theirs.

And we shall keep very closely in touéh. It has been extremelj
valuable to be here at this early stage, and I must say

President Reagan and his staff and all the Administration have

gone to endless trouble to see us and to talk at length, to

attend luncheons and dinners. And in very conéiderable numbers,

it has been very positive.

Q: Do you think'you have actually been able to affect the way

they see some issues?

A: Oh I think so, it always helps to discuss things with people
who have perhaps a slightly different perspective because they are
affected differently. We, as well as having a British view -point
also know fully the details of our European partners_and the approach.
which they take in‘the Community and that's been helpful too.

Q: It .was noticeable that the Secretary of State seemed to be
changing the kind of language he was using about El Salvador. From -
the type of language he was using before you came, to the type of
language he was using as a result of your visit. Do you think

that was in fact, as a result of your visit?

A: I think perhaps they are formulating their policies as

events unfold. You don't haveprlicies kind of divorced from tvents

on the ground, and they are actually considering this very very
1
carefully. They are of course cross-examined several times a

day. And I think that sometimes you might see, nuances which aren't




‘ necessarily there.

‘l: You talked I am told about the question of using NATO forces
outside the NATO area. Is there any possibility, for instance,
of Britain joining a rapid deployment force outside the NATO area?
A. Yes, NATO forces as such under NATO command can't be used outside
the NATO area, can't be used outside its boundaries by definition.
But some members of NATO could have. a rapid deployment force,
indeed as you know we already have some ships in the Guaife The
United States has a much bigger number if ships, France has some,
so in a way we are already operating there, but not as NATO, we
are'members of NATO, although France does not have her forces
militarily integrated. So it is possible, and I think advisable,
to form a rapid deployment force which could be called into
action to any trouble spot, and that would be made of a few
members of NATO but not under NATO command.
Q. In spite of all the warmth about foreign policy issues,
and about relationships between the two countries, there were
some very hard words about your?ggvernment's economic performance
while you were here. How did you react to that?
A. .I think they thought‘thet we should have been more conservative
than we have been - that we should in fact have cut public

expenditure to a much greater extent. That had we done so, we

would not have had some of the problems we have. Had we done so

we would have been able to get direct tax down more than we have.

I would agree. Life would have been easier, economically, now,

had we been able to cut public spending to a greater degree. As
you know, we came in having agreed that we would 1mplement the
Clegg pay awards in the public sector. We had to honour those
awards. They turned out to be very very high indeed. Those awards
are over, as'you wnow we are abolishing the Pay Commission, and now
the public sector has got a reasonable deal en pay which it felt
very strongly about before. So I think that period is over but
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‘:ertainly it did leave us with very very big blank cheques to pick

up from the previous administration.

Q.' You don't object to being regarded as the way, perhaps for
the pfesent Reagan Administration, not to conduct its policies.‘
A. No, President Reagan has put up a much more formidable packef
of public expenditure cuts to Congress. I think they were

very very well programmed, I think we were absolutely with him
onydt, and=sl hope'he gets it through, because if you can start
out by really reducing your public spending as a proportion of
the national income, and reducing it on current expenditure and
not capital, then it does make it very much easier to effect

taxation policies afterwards.
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The British Embassy
Washington, D.C.
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PRIME MINISTER THATCHER: Mr. President, Mr. Vice
President, ladies and gentlemen: Mr. President, an earlier visitor
to the United States, Charles Dickens, described our American
friends as by nature frank, brave, cordial, hospitable, and
affectionate. That seems to me, Mr. President, to be a perfect
deséription of the man who has been my host for the last 48 hours.
. (Applause.) And it's not surprising, therefore, that I've so much
enjoyed all our talks together, whether the formal discussions in
the Oval Office and how very much it suits you, sir, to be there,
or in the Cabinet Room or those less formal at the dinner table.

. Mr. President, Henry David Thoreau once said that it
takes two to speak the truth, one to speak and another to hear.
Well, sometimes one of us has spoken and sometimes the other. 3ut
together, Mr. President, I would like to think that we have spoken
the truth. (Applause.) :
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During the visit to which I've already referred,
Charles Dickens, like me, also visited Capitol Hill. He described
the congressmen he met there as "striking to look at, hard to
deceive, prompt to act, lions in energy, Americans in strong and
general impulse.” Having been there and agreeing with Dickens as
‘I do, I'm delighted to see so many Members of Congress here this
evening. And if Dickens was rigity relations between the legislative
and executive branches should be smooth indeed over the next four
years. After all, "prompt to act and lions in energy" should mean,
Mr. President, vou'll get that expenditure cutting program through
very easily indeed. (Laughter. Applause.)

In any event I hope, Mr. President, that in serving
this evening wine from your own State of California, we British
have done something to advance the cause of harmony. « (Laughter.)
And I hope also that you'll think we've chosen well. I must confess
that the Californian berries I've never seen growing on any tree,
but of course they are none the worse for that. (Laughter.) You
see how much we try to attend to what has customarily become called
"the supply side" in all aspects of life -- (laughter) =-- not simply
in economics.

California, of course, has always meant a great deal to
my countrymen £from the time, almost exactly 400 years ago, when one
of our greatest national heroes, Sir Francis Drake, proclaimed it
New Albion in keeping with the bravado of the Elizabethan Age. This
feeling of community and curiosity that we have about California
exists in the present age when another of our household names made
his career there, one of the greatest careers in show business. I
refer to Mr. Bob Hope, who is here this evening, and whom we like to
claim is partly ours because he was born in the United Kingdom, though
he decided to leave when he was only four vears old. (Laughter.)
Presumablv because he thought +he golf courses in the United States
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J, wews better than those in the United Kingeom.  (Laughter. Applause.)
I'm glad that my husband Dennis did not agree with him.. (Applause.)

: It's a great privilege, Mr. President, to welcome you
- this evening to this Embassy, and we're very sensible of the honor
that you do us in coming here. I hope you didn't feel ill at ease
as you came up the stairs and passed under the gaze of George the
b 0 (Laughter.) I can assure you that we British have long since
come to see that George was wrong and that Thomas Jefferson was
.right when he wrote to James Madison that "a little rebellion now

and then is a good thing." (Laughter.)

Leaving history aside, I hope we've succeeded in
making vou feel at home. The Embassy has been described as being
like a Queen Anne country house. At any rate, it's our own version
of E1 Rancho del Cielo. It is, as they say, in a good neighborhood.
After all, the Vice President and Mrs. Bush live next door. (Laughter.)
I'm told that they occasionally cast predatory glances on our excellent
tennis court. But I feel there's little chance of persuading Nico
and Mary Henderson to give it up. Too much useful business gets done
on it.or so they claim. (Laughter.)

It's a singular honor for me, and no less important,
a great pleasure for all the other guests this evening,that you
should be here, Mr. President. Not just because you are the free
world's leading statesman, but because you are a person who has
got there by your own efforts and who retains that wonderful
personalltv-—natural, forthcoming and wise, whatever the pomp and
circumstance in which you £find yourself surrounded.

Emerson wrote that nothing astonishes men as much as
common sense and plain dealing. In you, Mr. President, to find
these qualities is only what one would expect. It's not the
time, Mr. President, for me to talk at any length_about the relaticns
between our two countries except to say that they are profoundly and
deeply right. Aand beyond that, we perhaps don't have to define then
in detail. But after these two days of talks with you and meetings
with many of the United States'"ministerial and congressional leaders,
I have realized what at any rate to me is exXceptional about the
dealings we two countries have with each other.

‘We honor the same values. We may not always have i
interests, but what we do have in common is the same way of looking at
and doing things. We don't seek to score off the other. We don't
spek to involve the other in some commitment against his will. We
try rather, in discussing the whole range cI world problems that
affect us both,

MORE




fi. common ground and to find the way which protects for humanity

t liberty which is the only thing which gives life dignity and
meaning.

[

) There will, of course, be times, Mr. President, when
yours perhaps is the lonelinest job in the world, times when you
need what one of my great friends in politics once called "two
o'clock in the morning courage". There will be times when you go
through rough water. There will be times when the unexpected
happens. There will be times when only you can make a certain
decision. It is at that time when you need the two o'clock in the
‘morning courage. By definition.it means courage. It requires also
conviction. Even that is not enough.’ It requires wisdom. It
requires a capacity to evaluate the varying advice that comeés your
way, the advice from those who say, "Yes, go on, go on, this is your
great opportunity to prove what you're made of," the advice which
says, "This is the time to make a dignified retreat," and only you
can weigh up that advice. Only vou can exercise that judgment and
there's no one else, and it is the most lonely job, and what 1A
requires is the most wonderful, profound understanding of human
nature and the heights to which it can rise. And what it reguires
is a knowledge on your part that whatever decision you make you have
to stick with the consequences and see it through until it be well
and truly finished.

Those of us who are here realize what this two pibelineik
in the morning courage means, what a lonely job it is, and how in the
end only one thing will sustain you, that you have total integrity and
at the end of the day you have to 'live with the decision vou have made.

I want to say this to you, Mr. President, that when those '
moments come we here in th'is room, on both sides of the Atlantic,
. have in you total faith that you will make the decision which is
right for protecting the liberty of common humanity in the future.
You will make that decision that we as partners in the English-
speaking world know that, as Wordsworth wrote, "We must be fres or
die who speak the tongue that Shakespeare spake."

I'd like to thank you, Mr. President, for the hospita
you and your government have given to me, to my family, and to my
party on this memorable visit. It's very early days in your
administration and you've very heavy preoccupations. But if these

‘meetings have meant a tithe as much to vou as they have meant to me
and to my team, I shall leave with a pang of sorrow, but happy and
contented, eager soon to see you on the shores of Britain. 2It's in
this spirit, Mr. President, that I would ask all our guests this
evening to rise and drink a toast with affection, respect, and
admiration to the President of the United States and Mrs. Reagan.
The President of the United States. (Toast.) (Applause.)

THE PRESIDENT: Prime Minister Margaret Thatcher,
Vice President, Prime Minister Bob Eope will Xnow what I mean when
I speak in the language of my previous occupation and say you are &
hard act to follow. (Laughter. Applause.)

MORE
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Nancy and I want to thank you for the warmth of those
words that yvou spoke as well as your gracious hospitality. And may
I say that I do know something about that "two o'clock courage," but
I also know that you have already shown that two o'clock courage
on too many occasions to name. (Applause.)

It's been delightful for Nancy and me to be here and
with the Thatcher family in these 48 hours and to know them better,
to know Mr. Thatcher, to know your daughter Carol. I would also
1ike to think Sir Nicholas and Lady Henderson who have made this
house such a gracious center of hospitality in this city.

Winston Churchill is believed to have said that the three
most difficult things a man can be asked to do is to climb a wall
leaning toward him, kiss a woman leaning away from him, and give
a good after dinner speech. (Laughter.) This evening marks the
first steps I've taken as a President on foreign soil. (Laughter.)
What an honor to visit Great Britain first and how symbolic of the
close relationship between our two nations that I only had to go
15 city blocks to do it. (Laughter.) I wonder if this is what is
meant by the saying that the sun never sets on the British Empire.
(Laughter.) I do hope you agree, Prime Minister, that this city is
an excellent vantage point from which to see the brilliant sunlight
that still falls upon the Empire. I don't mean the empire of
_territorial possessions. I mean the empire of civilized ideas, the
rights of man under God, the rule of law, constitutional government,
‘parliamentary democracy, all the great notions of human liberty still -
so ardently sought by so many and so much of mankind. '
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These are the enduring grandeur of the British heritage
and you know, Prime Minister, that we have a habit of quoting .
Winston Churchill. Tell me, is it possible to get, through a public
address today in Britain without making reference to him? It is
increasingly difficult to do so here, not just because we Americans
‘share some pride in his ancestry, but because there's so much to
learn from him, his fearlessness, and I don't just mean physical
courage. I mean he was, for instance, unafraid to laugh. I can
remember words attributed to Churchill about one somber, straight-laced
colleague in Parliament. Churchill said, "He has all the virtues I

~dislike and none of the vices I admire." (Laughter.)

il

He once said of one of our best-known diplomats that
he was ‘the only case he knew of a bull who carries his own china
closet with him. (Laughter.)

The gift of humor can make a people see what they might
ordinarily overlook and it supplements that other gift of great
leaders, vision.. When he addressed Parliament in the darkest
moments after Dunkirk, Churchill dared to promise the British their
finest hour and even reminded them that they would someday enjov,
quote, "the bright, sunlit uplands," unquote, from which the
struggle against Hitler would be seen as only a bad memory. Well,
Madam Prime Minister, you and I have heard our share of somber
assessments and dire predictions in recent months. I do not refer
here to the painful business of ending our economic difficulties.
We know that with regard to the economies of both our countries we
will be home safe and soon enough.

I do refer, however, to those adversaries who preach
the supremacy of the state. We've all heard the slogans, the end
of the class struggle, the vanguard of the proletariat, the
" wave of the future, the inevitable triumph of socialism. Indeed,
if there's anything the Marxist-Leninists might not be forgiven for
it is their willingness to bog the world down in tiresome cliches,
cliches ‘that rapidly are being recognized for what they are, a gaggle
£ bogus provhecies and petty superstitions. Drime Minister, everywh
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‘one looks these days the cult of the state is dying, and I wonder
if you and I and other leaders of the West should not now be looking
toward bright, sunlit uplands and begin planning for a world where
our adversaries are remember-d only for their role in a sad and
rather bizarre chapter in human history. %

The British people, who nourish the great civilized
ideas, know the forces of good ultimately rally and triumph over
evil. That, after all, is the legend of the Knights of the Round
Table, the legend of the man who lived on Baker Street, the story
of London in the Blitz, the meaning of the Union Jack snapping
briskly in the wind. Madam Prime Minister, I'll make one further
. prediction, that the British people are once again about to pay
homage to their beloved Sir Winston by doing him the honor of
proving him wrong and showing the world that their finest hour
is yet to come, and how he would have loved the irony of that.
How proud it would have made him.

So, ladies and gentlemen, I ask you to join me in
a toast to the memory of that great leader of free people, to his
vision of bright, sunlit uplands, a toast to his Brittania and all
that she's been, all that she is, and all that she will be, and to
her finest hour, yet to come. Ladies and gentlemen, to Her Majesty,
the Queen. The Queen. (Toast.)

END 10:56" P M. EST
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MIPT (NOT TO ALL)s SECRETARY OF STATE’S MEETING WITH MR HAIG: -
NORTH/SOUTH SUMMIT, '

1, HAIG SAID THAT, AFTER FURTHER CONSIDERATION WITHIN THE ADMIN=
ISTRATION, THE PRESIDENT WAS NOW INCLINED TO ATTEND THE SUMMIT ON
CONDITION THAT IT WAS POSTPONED TO THE AUTUMN AND THAT CASTRO
WOULD NOT BE THERE, THE US WOULD ALSO WISH TO BR SURE ABOUT THE
AGENDA, HAIG HOPED FOR BRITISH SUPPORT. IT WOULD BE IMPORTANT TO
AVOID A SESSION OF FINGER-WAGGING AGAINST THE WEST, WE HAD A GOOD
OPPORTUNITY TO NOURISH THE THIRD WORLD’S CURRENT TENDENCY. THE
MEXICO SUMMIT COULD END UP AS SOMETHING VERY POSITIVE,.

o, THE SECRETARY OF STATE SAID THAT VERY CLOSE COORDINATION BETWEEN
THE WESTERN COUNTRIES WOULD BE REQUIRED, THIS HAD NOT BEEN THE CASE
DURING THE GLOBAL NEGOTIATIONS IN NEW YORK, WHERE WE HAD BEEN LEFT
TO CARRY THE BURDEN WITH THE US AND THE GERMANS, THE FRENCH HAD NOT
SHOWN THEIR HEADS ABOVE THE PARAPET, HE SUGGESTED THAT THE AMERICANS
SHOULD URGE ON GISCARD AND GENSCHER THE NEED FOR US ALL TO STAND

FIRM AND SUPPORT EACH OTHER. HAIG AGREED.
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CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secretary 27 February 1981

t&»a G“*“K‘ f

Prime Minister's Visit to Washington

I attach a copy of the record of the plenary meeting
held in the White House on Thursday, 26 February.

In view of what Mr. Haig said subsequently to Lord
Carrington about the American position on the Mexico Summit,
I have taken a slight liberty with that part of the note
and in particular have not recorded President Reagan's
statement that he would tell President Portillo that he
would attend the Summit if it were held in the autumn.

I am sending copies of this letter and of the record

to Brian Norbury (Ministry of Defence) and David Wright
(Cabinet Office).

YM *W\"

A

G. G. H. Walden, Esq.,
Foreign and Commonwealth Office.
!
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FROM UKMIS NEW YORK 271637Z FEB 81

TO IMMEDIATE wASHINGTON

TELEGRAM NUMBER 3 DATED 27 FEBRUARY 81
INFO F C O

PRIME MINISTER’S MEETING WITH THE UN SECRETARY GENERAL

1. THE PRIME MINISTER MAY WISH TO KNOW THz LATEST STATE OF PLAY
ON THE SUBJECTS WHICH MAY ARISE AT HER MEETING WITH WALDHEIM
TOMORROW .

2. AFGHANISTAN., THE SECRETARY GENERAL wOULD LIKE HIS PERSONAL
REPRESENTATIVE (DE CUELLAR) TO VISIT THE AREA IN THE NEXT TwO
WEEKS OR S0, INCLUDING MOSCOW AS wtlL AS KABUL, | SLAMABAD AND
TEHRAN. THE SECRETARIAT HAVE ONLY RECENTLY BEGUN TO TAKE |INFORMAL
SOUNDINGS ABOUT HOW DE CUELLAR WOULD Bt RECEIVED: THE PROPOSED
TIMETABLE MAY THERZFORE BE OPTIMISTIC. THE INITIAL RUSSIAN
REACTION WAS NON-COMMITTAL. THEY MADE CLEAR THAT THEY WOULD SEt
NO POINT IN THE EXERCISE IF THE PAKISTANIS CONTINUED TO INSIST
THAT THEY COULD ONLY TALK TO THE AFGHANS ON A TRILATERAL BASIS,
IE WITH THE IRANIANS (AND WALDHEIM’S REPRESENTATIVE) PRESENT.

THE CURRENT IRANIAN UNWILLINGNESS TO TALA TO THE AFGHANS AT ALL
IS AN OBVIOUS COMPLICATION. THE SECRETARIAT ACCORDINGLY INTEND
THAT FORMAL SOUNDINGS SHOULD START WITH THE PAKISTANIS NEXT WEEK.

3., PRESIDENT GISCARD’S PROPOSAL FOR AN INTERNATIONAL CONFERENCE
SEEMS TO BE DEAD, OR AT LEAST DORMANT. BABRAK KARMAL REJECTED
IT PUBLICLY IN MOSCOwW LAST WEEAK, AND THE FRENCH MISSION HERE
SAY THAT BREZHNEV HAS SENT A MZ3SAGE TO GISCARU wHICH,

WHILE NOT EXPLICITLY NEGATIVE, OFFERS LITTLE HOPE. WALDHEIM’S
OWN INITIAL REACTION WAS THAT A CONFERENCE OF THIS SIZE

WOULD NOT WORK.

4, CAMBODIA. ASEAN FOREIGN MINISTERS PRZSStd WALDHEIM IN DELHI
TO: CACL THE VCE PROVIJEL FOR IN GA RESOLUTION
35 /6. HE ARGUSD THAT THE AUGURIES wERE PEOR AND URGELU ASEAN




T HE DID
HOWEVER AGREE TO SEND A REPRESENTATIVE TO THE ARtA, INCLUDING
HANOI AND PHNOM PENH. BUT wrhEn | SAW HIM ON 24 FEBRUARY (MY

TELNO 167) WALDHEIM SAID MERELY THAT HE DID NOT INTZND TO 60 AHEAD
AND CALL A CONFERENCE FOR THc TIME BcING AND THAT BOTH ASEAN AND
THE VIETNAMzSE wANTzD FURTHEZR CONSULTATIONS. THE IMPLICATION

WAS THAT HE HAD STAYED HIS HAND AT ASEAN REQUEST. HE MADe NO
REFcRzNCz TO SENDING A REPRESENTATIVE TO THc AREA.

5. |F wALDHEIM TAKES A SIMILARLY DISINGENUOUS LINE wiTH THE

PRIME MINISTER, MRS THATCHER MAY wISH TO SAY THAT ASEAN HAVE TOLD
US CLEARLY, BOTH HERE AND IN THE FIEED, THAT THEY wWANT A CONFERENCE
SOON AND THAT THEY EXPECT WALDHEIM TO SEND A RZPRESENTATIVE TO THE
AREA., |IT WOULD SEEM IMPORTANT THAT THE APPARENT MISUNUZRSTANDING
SHOULD Bt CLEARED UP URGENTLY.

6. IRAN/IRAQ. AT A PRIVATE MEETING | HAD WITH HIM EARLIER THIS
WEEK, PALME INDICATED THAT HE HAD MADE ONLY SLOw PROGRESS ON THE
MAIN 1SSUZ DURING HIS RECENT TRIP TO THE AREA, BUT wWAS OPTIMISTIC
ABOUT THE SHIPS (MY TELNO 162). wALDHEIM DOES NOT KNOwW ABOUT MY
MEETINGS wITH PALME AND THE LINe IN THE BRIEF STILL HOLDS.

7. NAMIBIA. THERE WILL BE A RESUMED SESSION OF THE GENERAL
ASSEMBLY BEGINNING ON 2 MARCH wITH PROBABLY TEN DRAFT R=SOLUTIONS.
WE ARE WORKING FOR COMMON ABSTENTIONS AND A COMMON cXPLANATION
OF VOTE BY THE FIVE wHICH HAS BEEN THE REGULAR PRACTICE OF THE
FIVE OVER THE PAST FOUR YEARS. IT IS HOWEVER UNCERTAIN WHETHER
THE AMERICANS wlLL BE ABLE TO JOIN US IN COMMON ABSTENTIONS

OR A COMMON STATEMcNT AS THEIR POLICY REVIEW ON SOUTHERN AFRICA
HAS NOT YET BEEN COMPLETED. TO JUDGE FROM WHAT WE HEAR, AND FROM
RePORTS FROM THE CURRENT OAU MEETING, THE AFRICANS SEEM TO
INTEND THAT THE RESUMED GENERAL ASSEMBLY, WHICH IS LIKELY TO
CGONTINUE ALL NEXT wcEK, SHOULD BE FOLLOWED SOME TIME IN MARCH

Ok APRIL BY RESORT TO THE SECURITY COUNCIL AND THEREAFTER BY AN
EMERGENCY SPECIAL SESSION OF THE GA |F THE WEST VETO MANDATORY
SANCTIONS AGAINST SOUTH AFRICA.

8. THE SECRETARY GeENERAL IS wekL AWARE OF HOw UNHELPFULL ALL THIS
WOULD Bt. He IS HOWEVER UNABLE TO STEM THE TIDE. THE PRIME

MINISTER MAY NEVERTHELESS wISH TO zMPHASISE THE DAMAGE THAT
WOULD BE CAUSED AND PERHAPS GIVE HIM SOME ACCOUNT OF HER
DISCUSSIONS wITH PRESIDENT RzAGAN.
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«S0UTH AFRICAN ARMS EMBARGO. THE SECURITY COUNCIL IS HOLDING
INFORMAL CONSULTATIONS TODAY ON THE REPORT OF THE ARMS EMBARGO
COMMITTEE. |IF ANYTHING SIGNIFICANT TAKES PLACE, | SHALL BRIcF
MRS THATCHER ORALLY TOMORROw.

13. FINALLY, THERE IS MR BREZHNEV’S DREADFUL PROPOSAL FOR A

SPECIAL SESSION OF THE SECURITY COUNCIL '’wITH THE PARTICIPATION

OF THE TOP LEADERS OF ITS MEMBER STATES IN ORDER TO LOOK FOR

KEYS TO IMPROVING THE INTERNATIONAL SITUATION, AND PREVENTING WAR'’.
THERE 1S A RISK THAT THIS MIGHT HAVE ITS ATTRACTIONS FOR WALDHEIM.
HE IS SUSCEPTIBLE TO PROPOSALS WHICH ENHANCE HIS PRESTIGE. AND

IF HE HAS DECIDED TO STAND FOR A THIRD TERM AS SECRETARY

GENERAL, HE MIGHT SEE ELECTORAL ADVANTAGE IN A MEETING IN SAY
OCTOBER AT WHICH HE wOULD HOBNOB wWITH WORLD LEADERS.

11. |F WALDHEIM RAISES THE IDEA, WHICH HAS BEEN OVERSHADOWED
cLSEwWHERE BY BREZHNEV’S PROPOSAL FOR A BILATERAL US/SOVIET
SUMMIT, | HOPE THAT MRS THATCHER wiLL FIRMLY DISCOURAGE HIM FROM
PURSUING IT. SHE COULD POINT TO THE UNWIELDLINESS OF SUCH A
MEETING, PARTICULARLY SINCE BREZHNEV .HAS SAID THAT ’’LEADERS

OF OTHER STATES COULD EVIDENTLY ALSO TAKE PART’’: ASK QUESTIONS
ABOUT HOwW ATTzNDANCE COULD BE LIMITED, HOw THE AGENDA wWOULD BE
DECIDED, WHAT THE END RESULT wOULD BE ETC: AND GENERALLY

EXPRZSS SCEPTICISM,.

PARSONS




RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE U.S. SECRETARY
FOR DEFENSE, MR. CASPAR WEINBERGER, AT THE PENTAGON AT 1500 HOURS ON
FRIDAY 27 FEBRUARY 1981

Present
Prime Minister The Hon. Caspar Weinberger
Foreign and Commonwealth Secretary The Hon. Frank Carlucci
HE Sir Nicholas Henderson, KCMG Dr. Fred C. Iklé&
Sir Robert Armstrong, KCB, CVO Mr. Francis J. West
Sir Michael Palliser, GCMG Brig. Gen. Carl Smith
Sir Frank Cooper, GCB, CMG Mr. Ed Streator
Mr. Julian Bullard, CMG Mr. James Timberlake

Mr. Bernard Ingham

Mr. Michael Alexander

Mr. George Walden, CMG

Air Marshal Sir Roy Austen-Smith
Mr, E. Benn

Mr. P.J. Weston

 k >k % X X X

Mr. Weinberger, welcoming the Prime Minister, said the

special relationship had been very evident at dinner the preceding
evening, which had been a warm and happy event. He was not aware
of any differences between our two countries. He had just come
from a meeting with the President to discuss the draft defence
budget. The expected cost of their defence systems had risen

by some $40 billion more than they had anticipated three months
ago because it turned out that the inflation estimates for defence
spending had been wrong fér the past two years. Nevertheless
they had found some $3.6b worth of savings which they would
otherwise have had to request beyond what was already being asked

for,

The Prime Minister said there would next week be a major

debate in the House of Commons centering on Britain's strategic
nuclear deterrent. What were the new Administration's plans for
strategic nuclear weapons? Trident was absolutely vital for
Britain , which intended to stay in the independent deterrent

/ business
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business (Mr. Weinberger indicated assent). Then there were

cruise missiles and the neutron bomb - a term she wished had
never been invented (Mr. Weinberger said his term for it was the

low blast weapon). All these things involved difficult decisions.
The Russians concentrated a tremendous amount of effort and
research and it would be frightening if they were ever to get

ahead with some new breakthrough, e.g. in ballistic missile

defence.

Mr. Weinberger agreed the prospect was worrying. That was

why the United States intended to spend a lot more over the next
five years in central strategic systems, in general purpose forces,
and in readiness. They needed a stronger ground-based missile.
The currently proposed basing system for the MX involved 4,600
shelters and would cost $34b in current dollars. They certainly
needed a new missile with enhanced accuracy and ten re-entry
vehicles. The present basing for ICBMs was some 85 per cent
vulnerable now to first strike. There were some seven different
possible basing modes, all of them mobile. He personally was
attracted to putting the new missiles on old surface ships which
could move around and from which they could be put off and
launched. He had asked a group of scientists headed by a Nobel
Prize winner to report by June/July on alternatives. He hoped
they might be able to come up with a less difficult and less
costly solution which could be constructed more quickly. Mean-
while the programme for the missile itself would proceed: the
commissioning of the report would involve no additional delay.

Dr. Ikle referred to land-basing. Perhaps the answer was to
settle for‘one solution for the first few years which could be
followed up later and if necessary with a difference approach.
Referring to high-energy beam technology, he said there was no
near-term breakthrough that was likely to frighten them. He
was optimistic that they could come up with a mixed solution
which would be less costly in money and environmental terms.

/ Mr. Weinberger




Mr. Weinberger said it was important to find a less controver-

sial solution because lawyers could very easily exploit environmental
objections in order to delay things. He was also looking at
improved SLBMs, and ABM defences would have to be considered.

The ABM treaty was up for review in 1982. He did not know

whether they would proceed under that or not, but it would be one way
of getting the necessary protection. He also referred to a new
manned bomber. The B-1 was reasonably well designed, but there

was also the possibility of a new high technology bomber which

would be very much better. The problem was whether to fund the

B-1 now or to wait for something better to come along. Thus

they were looking for improvements in all legs of the strategic

triad in order to redress the imbalance.

Lord Carrington asked whether there was any intention to

alter the TNF modernisation decision. Mr. Weinberger said the

Administration endorsed the December 1979 decision and did not
wish to change it. But NATO now needed a stronger anti-tank
weapon on the central front, when one considered that the Warsaw
Pact had 47,000 tanks ranged against 12413,000 on our side.

Thus ERW was a possibility, since it was very effective. But
this was not an issue within the Administration at the moment.
He recognised that everyone was very nervous on this subject.

The Prime Minister said that was because the Russians had won

a propaganda battle. Lord Carrington said it was rather because
the West had lost that battle. Mr. Weinberger said France
supported ERW though the Netherlands and the Scandinavians did

not. It was a much more effective anti-tank weapon than any that
NATO now had. He would of course consult fully beforehand but

in his opinion one ought to think about using it. President
Carter's retreat had been "unbelievably unfortunate'. The

Prime Minister said that President Carter had got no help from

Europe. A difficult argument that had to be faced over ERW
was the claim that it lowered the nuclear threshold. Lord
Carrington said the real problem was that it was regarded (and

he meant this quite seriously) as '"unsporting" to kill people
but not damage property. Mr. Weinberger said one of the
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advantages of ERW was that one's own troops could move in safely
behind it after use, much more quickly than they could do after
ordinary fission weapons had been employed.

Sir Frank Cooper said one of the difficulties about the idea

of putting MX to sea was the risk that it would rebound on the TNF
decision and give people an excuse for claiming that there need be
no land basing of new deployments in Europe. The United States
and the UK knew this was a false analogy, but elsewhere the point
would have force. Mr. Weinberger said he knew the argument and he

was aware of the edginess about the December 1979 decision and the
attempts in Europe to escape from it. The Prime Minister said she

would put it rather differently. Most people in Europe knew that
one had to have the TNF deployments. The important thing was to
make it easier for European politicians to uphold this decision

in public. She referred to the trend toward ''nuclear pacifism";
people like Schmidt, Forlani, Cossiga had shown political courage
over the decision and they would hold to it provided things were
made easier for them e.g. by not introducing the complication of
ERW.

Lord Carrington said that the arms control component of the

December 1979 decision also mattered, not so much for the UK, but
certainly for the FRG, Belgium and the Netherlands. He did not
have any particular date in mind for talks, but they had to be
undertaken sometime or the whole decision would come unstuck. It
was for that reason that he had the same morning suggested to
Secretary Haig that it would be reassuring to have an early meeting
of the Special Consultative Group in NATO. Mr. Weinberger said

that at his confirmation hearings he had explained why the
Administration did not intend to be rushed into SALT negotiations
immediately after 20 January as Senator Percy had suggested during
his visit to Moscow. The Administration needed to get across to
the Russians the message that there was a new approach. It was
not a question of abandoning hopes for arms control negotiations
but of acting from a position of strength. Lord Carrington said

he realised that SALT negotiations'on central strategic systems
were for a longer timescale but he thought some move on TNF arms
control would provide a tangible sign for the future. This would
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be done in a number of ways. President Brezhnev's speech

was, in some ways, encouraging. Mr. Weinberger said he agreed.

In a sense he had been both surprised and pleased by Brezhnev's
references to a possible summit. There should indeed be some
signal of the fact that it was a two-track decision.

Referring to an earlier conversation with Sir Nicholas
Henderson about the two-way street, Mr. Weinberger said he had
a list of items to refer to. He would be strongly recommending
to Congress to restore the funding for JP233. Rapier of course
had been a success. The Administration were also going to buy
AV8B. Mr. Carlucci observed that HMG too had a decision to make.

Sir Frank Cooper asked whether the American decision was to fund

AV8B for production (this appeared to evince signs of assent).

Mr. Weinberger said Congresgi%gglg decide on the new budget

between now and October. He/would be testifying on the Hill next
week. The changes involved would be in effect make it a new draft
defence budget. Mr. Carlucci said there should be no problem with
AV8B but JP233 might be more difficult. Mr. Weinberger said he
would testify that the Administration regarded it as a very

effective system, but he had given up trying to explain the actions
of Congress. JP233 was a very good weapon.

The Prime Minister referred to Searchwater and to Britain's

technological expertise. Mr. Weinberger said that he realised that

Britain was paying a large amount for Trident. The Prime Minister

said we now had to earn the money to pay for it. She asked about
81mm mortar. Sir Frank Cooper explained this in greater detail.

He thought it was a case of the '"mot invented here'" syndrome.
He urged that another look be taken at it. The UK had done a very
good development programme which could save the Americans from

having to reinvent it. Mr. Weinberger said his brief contained

no reference to 8lmm mortar. Mr. West said his impression was it
was a problem of over-regulation. The army surgeon general had
pronounced that the overblast was too great. But Mr. West added

that "I think we can be positive'". The Prime Minister referred

in quick succession to Searchwater, Wavell, Giant Viper and ship
stabilisers and Sir Frank Cooper added detail, emphasising that in

Searchwater we were well ahead of Americans. The Prime Minister

- g /raised

P
/

ka%jtﬁaiﬁltﬂﬁlalyﬁL




raised Stingray which she said had been very expensive in R & D.
Sir Frank Cooper said this was going well. Some parts of the

Stingray programme would be worth the Americans having a look at,
in particular the head of Stingray. There ought to be a basis

for collaboration in torpedoes. The Prime Minister referred to

the Scorpion light tank. Sir Frank Cooper said there was an

unresolved difference between the US army with its preference
for wheeled vehicles and the British army with its preference
for track vehicles to operate in difficult country. The Prime
Minister raised the Hawk jet trainer. Mr. Weinberger said he

understood the necessity for trying to equalise purchases. The
Prime Minister spoke of the need to avoid overlap and duplication

in defence R & D. The UK was really doing more such R & D than we
ought to or could afford. She hated to raise a whole shopping
list but sales would help us all.

After a reference to the 3 per cent real increase (which
she emphasised Britain would be exceeding this year), the Prime
Minister turned to the question of getting value for money in

Alliance defence equipment. She was worried about this and did

not quite know how to open up the subject. When she had broached
the matter some months earlier with Helmut Schmidt he had mis-
understood her to be describing an argument for spending less on
defence. This was not her objective at all. She remained of the
view that one ought to take a look at this. Britain for example
was rather good at both naval and air tasks and also made a great
effort on the central front. The whole subject was very complicated
because the politics of-it were that one had to keep considerable
forces in the FRG. But because Britain had put so much into
forward defence on the central front, we would stand to lose a

lot if the Russians came across there. The question arose whether
there would then be enough to cover the UK. Should one therefore
put more into defence of the home base? In naval terms Britain
contributed 30 per cent of the ships under SACLANT's command.

She was unsure how this whole discussion should be brought out,
but we ought to take a look at it. Her impression was that NATO
looked better than the detailed reality would justify.

/Mr. Weinberger




Mr. Weinberger said the US faced the same problem in compet-

ing demand between its own three armed services. One should
make every effort to urge the virtues of standardisation,
rationalisation and interoperability. Lord Carrington said

NATO countries together contributed greater resources to defence
than the Warsaw Pact and yet seemed to get quite a lot less out
of it. This was because everybody wanted to do everything. He
agreed with the Prime Minister that now might not be the right
time to raise it, but if we continued to avoid addressing the
question seriously the Alliance would be in danger of lacking
credibility. The Prime Minister said that she agreed that the

matter needed careful handling but it must be addressed somehow.
Mr. Weinberger said his hope was that if the United States under

the new Administration could show itself a stronger, more depend-
able and more consistent ally, this would improve the overall
state of affairs, and gradually people would come round to under-
standing the need for greater effort in defence. He agreed that
nuclear pacifism was a worry. Sir Frank Cooper referred to

collaboration in air-to-air missiles. The package concept made
a lot of sense, saved money and brought people together in a
fruitful way. Mr. Weinberger agreeing, referred to his forthcoming

attendance at the Nuclear Planning Group and Defence Planning
Committee and expressed the wish that there be further consult-

ation before then with UK officials. He was glad that Mr. Nott would
soon be visiting Washington. :

The Prime Minister referred to the Rapid Deployment Force.

Britain committed almost all her resources to NATO, unlike the
French who as a result had added flexibility. How was US thinking
progressing? Mr. Weinberger said he had spent a good deal of time

looking at this whole subject with Mr. Carlucci. He was not very
satisfied with the previous Administration's exposition of the
concept. He certainly agreed that the US needed the capability to
project force. So far as concerned South West Asia, he thought it
essential that the US and the UK should act in concert as far as
possible. There were some details that needed to be resolved

e.g. the command question for the RDF - should it be assigned to

/the European




the European command, or would this cause alarm? He was not of
course suggesting that the job be done by NATO as such. The
French had expressed a great readiness to act outside Europe.

It was important to get a suitable and effective command to
facilitate the projection of US and other forces. Lord Carrington

said that it was easy for the French since their forces were not
assigned to NATO. One way to make it possible for the UK to
contribute would be to get the Federal Republic and others to
accept that if for example the UK were to earmark some of its
forces for use elsewhere, they themselves would have to make good
the gap. Mr. Weinberger agreeing, said the United States did not

formally assign or draw down NATO forces for the RDF but gave
the forces in question specialist training and the necessary command
structure. Mr. Carlucci said he was in favour of a broader

collaboration taking place between the US and its Allies in the

out-of-area region itself. Mr. Weinberger said it was important

to keep the Gulf area friendly and free from Soviet interference.
If some such agreement could be worked out with the FRG, that

would be very helpful. As he had recently observed for himself

the troop readiness of the RDF was high, although airlift was not
as strong as it should be. He favoured taking UK/US co-ordination

further and quickly.

The Prime Minister said the need for quick action was brought

out by the suddenness of the Iraq/Iran war which so far as she
knew had not been foreseen in any of the available intelligence.
She recalled that three days had been spent trying to stop that
war from spreading when Lord Carrington was last in Washington.
Mr. Weinberger said he assumed that no such intelligence had been

available. Lord Carrington said when he had been Defence Secretary

in 1970 he had commissioned an inquiry into the 54 occasions since
World War II inwhich there had been a need to use British troops.
Only one of these had been foreseen. The Prime Minister asked

whether the US was seeking a permanent presence in the area.

Mr. Weinberger said he favoured some kind of permanentpresence

if it could be made locally acceptable. Oman was a start. There
was of course Diego Garcia but this was a long way off. The F15
enhancement for the Saudis was intended to make Saudi Arabia more

amenable. There was not yet a US military presence as such in

/Saudi Arabia,




ROINIgIViNLE

Saudi Arabia, though the AWACS had been one step. Prepositioning
could help but not as much as a good solid base. Or should he say
facilities? Lord Carrington said bases were a different matter.

Mr. Weinberger said he was talking about a place where one could

land and operate and get troops and ships in. This would offer
a reassurance against further adventurism from the Soviet quarter.
The Prime Minister said that if local resolution were not to be

weakened she was inclined to agree that nothing short of a
permanent presence would do. Mr. Weinberger referred to US

acquiescence over Angola and Ethiopia, the comparatively limited
response to Afghanistan and now the threat to Poland and

El Salvador. He hoped the message would be getting across to
the Russians. The Administration would be out to raise two
additional carrier battle groups. Sir Frank Cooper stressed

the need for continuing bilateral contacts. Mr. Weinberger

concurred and repeated that he had always been an advocate of

the special relationship. He was delighted with Britain's efforts
and wished others would follow the British example. The Prime
Minister said we were very grateful about the Trident deal which
was absolutely vital. One piece of evidence for growing aware-
ness of the threat in the UK was the demand to spend more on civil
defence. Mr. Carlucci said if the debate shifted from deterrence

to war fighting and emphasis on civil defence, we would be in for
trouble. The Prime Minister referred to the immoral attitude of

those in the Netherlands who wished to withdraw from the respons-
ibility of making their own defence efforts. Mr. Weinberger

said America too had been through its bouts of isolation. He
hoped they would never go back to that. He looked forward greatly
to visiting London probably in connection with his visit to the
NPG in April.

The meeting ended at 1600 hours.

2 March 1981
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Secretary

HE Sir Nicholas Henderson r Fred C Iklé

KCMG
Mr Francis J West
Sir Robert Armstrong KCB
ov. Brig Gen Carl Smith
Sir Michael Palliser GCMG
Sir Frank Cooper GCB CMG
Mr Julian Bullard CMG
Mr Bernard Ingham
Mr Michael Alexander
Mr George Walden CMG
Air Marshal Sir Roy Aysten-Smith
Mr E Benn :

Mr P J Weston

Mr Ed Streator

Mr James Timberlake

1. Mr Weinberger wdlcoming the Prime Minister said the

special relationship had been very evident at dinner the

preceding evening, which had been a warm and happy event. He
was not aware of agy differences between our two countries.

He had just come ffom meeting with the President to discuss the
draft defence budget. The expected cost of their defence
systems had risen[tv some $40 billion more than they had

anticipated threel months ago because it turned out that the

inflation estimates for defence spending had been wrong for
the past two years. Nevertheless they had found some $3.6b
worth of savings which they would otherwise have had to
request beyond what was already being asked for.
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2. The Prime Minister said there would[be a major debate in

the House of Commons centering on Britain's strategic nuclear
deterrent. What were the new Administration's plans for
strategic nuclear weapons? Trident was absolutely vital for
Britain,which intended to stay in the independent deterrent
business (Mr_Weinberger indicated assent). Then there were
cruise missiles and the neutron bomb - a term she wished had
never been invented (Mr Weinberger said his term for it was the

low blast weapon). All these things involved difficult
decisions. The Russians concentrated a tremendous amount of
effort and research and it would be frightening if they were
ever to get ahead with some new breakthrough eg in ballistic
missile defence.

3. Mr Weinberger agreed the prospect was worrying. That

was why the United States intended to spend a lot more over thg
next 5 years in central strategic systems, in general purpose
forces, and 1Q1£$fg_ness fhey n?wngﬂf stronger ground-based
missile. The Lpa51ng systemL}nvolved 4,600 shelters

and would cost $34b in current 22L£frs They certainly needed
a new missile with «a® enhanced and ten re-entry véhiclgs.
The present basing for ICBMs was some 85% vulnerable now to
first strike. There were some 7 different possible basing
modes,all of them mobile. He personally was attracted to puttipg tho
< new missileyon old surface ships which could move around

and from which they could be put off and launched. He had

asked a group of scientists headed by a Nobel Prize winner to
report by June/July on alternatives. He hoped they might be

able to come up with a less difficult and less costly solution

which could be constructed more quickly. hile ,the
: ¢ ﬁhwmeuv‘Q'Mi%ﬁ#/

4. Dr Iklé referred to land~basing. Perhapsl?gé solution
be—tomadapt

(QuF the first £m%ﬁ% ars W cakcould be followed up
wi-th—ether—ateps

Qi necessary[ Referrlng to high-energy beam

programme for the missile itself would proceed~

technology,he said there was no near-term breakthrough that
was likely to frighten them. He was optimistic. that they
could come up with a mixed solution which would be less costly
in money and environmental terms.

b
5. Mr Weinberger said it was ag)or ant to 1ndn3*k3§‘3 tro—
versial solution because lawyers’ cou déﬁelay things, vesy
eagdity—if they wanted—te. He was also looking at improved SLB
and ABM defences would have to be considered. The ABM treaty

/was
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was up for review in 1982. He did not know whether they
would proceed under that or not)but it would be one way of
' | getting the necessary protection. He also referred to a new
manne® bomber. The B-1 was reasonably well designed, but
there was also the possibility of a new high technology
bomber which would be very much better. The problem was
whether to fund the B-1 now or to wait for something better
to come along. Thus they were looking for improvements in
all legs of the strategic triad in order to redress the

-~

imbalance. 4

6. Lord Carrington asked whether fhere was any intention

to alter the TNF modernisation dgcision. Mr Weinberger

said the Administration endorsed the December 1979 decision an

did not wish to change it. B NATO now needed a stronger
anti-tank weapon on the centwnal front ,when one considered

that the Warsaw Pact had 47 /000 tanks ranged against 12-13,000
on our side. Thus ERW was/a possibility, since it was very
effective. But this was got an issue within the Adminis-
tration at the moment. e recognised that everyone was

very nervous on this subfject. The Prime Minister said

that was because the Russians had won a propaganda battle.

Lord Carrington said it was rather because the West had lost
that battle. Mr Weinperger said{ﬁance supported ERW though

the Netherlands and the Scandinavians did NoEL it aciia

much more effective fanti-tank weapon than any that NATO now

had. He would of cpurse consult fully beforehand but in his

o think abou Z using it. $he baChkeTound
4 expenaeﬂtefWTfh*the‘Germaﬁa had been

The Prime Minister said that President

| opinion one ought
| -2# President Carte
A bl iiny "
wery urfortunate.
Carter had got nofhelp from Europe. A difficult argument
that had to be f
the nuclear threshold. Lord Carrington said the real

il wa
problem was that«peepie regarded ¢t(’and he meant this quite
serloUbly) as unsportlng to kill people but not damage

ed over ERW was the claim that it lowered

property. Mr Weinberger said one of th advantages of

ERW was that one's own troops could move%in safely behind it
after use, much more quickly than they could do after
ordinary fission weapons had been employed.

7. Sir Hank Cooper said one of the difficulties about the

idea of putting MX to sea was the risk that it would rebound
on the TNF decision and give people an excuse for claiming
that there need be no land basing of new deployments in
Europe. The United States and the UK knew this was a

false analogy, but elsewhere the point Wou%é1bﬁ%§mﬁﬁ§ﬁﬁ9m9ﬂ
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Mr Weinberger said he knew the argument and he was aware of

the edginess about the December 1979 decision and the attempts
in Europe to escape from it. The Prime Minister said she

would put it rather differently. Most people in Europe knew
that one had to have the TNF deployments. The important
thing was to make it easier for European politicians to
uphold this decision in public. She referred to the trend towrrd
"nuclear pacifism''; people like Schmidt, Forlani, Cossiga had

shown political courage over the decisiop and theyéyould

hold to it provided things were made eaégvfor them[?f not

introducing the complication of ERW,
8. Lord Carrington said that the arms control component of

the December 1979 decision also mattered, not so much for the
UK, but certainly for the FRG, Belgium and the Netherlands..
He did not have any particular date in mind for talks,but
they had to be undertaken sometime or the whole decision
would come unstuck. It was for that reason that he had the
same morning suggested to Secretary Haig that it would be
reassuring to have an early meeting of the Special
Consultative Group in NATO. Mr Weinberger said that at his

confirmation hearings he had explained why the Administration
did not intend to be rushed into Salt negotiations immediatel)
after 20 January as Senator Percy had suggested during his
visit to Moscow. The Administration needed to get across
to the Russians the message that there was a new approach.
It was not a question of abandoning hopes for arms control
negotiations but of acting from a position of strength.
Lord Carrington‘said he realised that Salt negotiations on

central strategic systems were for a longer timescale but

he thought sope,moyson, INE gepie ontod SR LERKIES. ®hoinlcd- s C Gmasings
tangible sign for the future., Mr Weinberger said he agreed. 4y
muguj :

In a sense he had been both surprised and pleased by
Brzezhnev's references to a possible summit.There should
indeed be some signal of the fact that it was a two-track
decision. il St

95 Referring to an earlier conversation with Sir Nicholas
Henderson about the two-way street, Mr Weinberger said

he had a list of items to refer to. He would be strongly
recommending to Congress to restore the funding for JP233.
Rapier of course had been a successs. The Administration
were also going to buy AV8B. Mr Carlucci observed that e +)o o

had a decision to make. Sir Frank Cooper asked whether the
American decision was to fundtfor production (this appeared
to evince signs of ag§ent). Mr Weinberger said Congress

AVEB
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would decide on the new budget between now and October. He
would be testifying on the Hill next week. The changes

involved would in effect make it a néw‘drajtvdéfence budget.
Mr Carlucci said there should be no problem with AV8B but
JP233 might be more difficult. Mr Weinberger said he would
testify that the Administration regarded it as a very

effective system, but he had given up trying to explain
the actions of Congress. JP233 was a very good weapon.

10. The Prime Minister referred to Searchwater and_ to g
Britain's~prewess~im—the—reatm of—smare technologycal ‘%ﬁﬂkkb.

Mr Weinberger said that he realised that Britain was paying

a large amount for Trident. The Prime Minister said we now
had to earn the money to pay for it. She asked about 8lmm
mortar. Sir Frank Cooper explained this in greater detail.

He thought it was a case of the "not invented here' syndrome.
He urged that another look be taken at it. The UK had done
a very good development programme which could save the

Americans frodt&ginventisg it. Mr Weinberger said his
brief contained no reference to 8lmm mor tar , and—he—was—there-
fore—a—bit—lost. Mr West said his impreision was it was
2 urhee
a problem of over-regulation. The army seggeent general
a Ton ced that the, overblast was too great. Bowt N W'l
A{bogl Bt 7 ke % ﬁo;//&&]?’ &

: ML, Wt (i : y ;
The Prime Minister referred in quick succession to Search-

water, Wavell, Giant Viper and ship stabilizers and Sir
Frank Cooper added detail, emphasising that in Searchwater

we were well ahead of Americans. The Prime Minister

raised Stingray which she said had been very expensive
in R & D. Sir Frank Cooper said this was going well.

Some parts of the Stingray programme would be worth the
Americans having a look at,in particular the bead of
Stingray. There ought to be a basis for collaboration
in torpedoes. The Prime Minister referred to the

\gcorpien light tank. Sir Frank Cooper said there was am
unresolved differencebggggrthe US army with its preference
for wheeled vehicles and the British army with its

preference for track vehicles to operate in 2 difficult

country. The Prime Minister i&éﬁfd the Hawk jet trainer.

Mr Weinberger said he can aceept the necessity for trying

to equalize purchases. The Prime Minister spoke of the
need to avoid overlap and ahflfbhfbma in defence R & D.
The UK was really doing more such R & D than we ought to
or could afford. She hated to raise a whole shopping list

but sales would help us all. Dd 0532000 400M 5/78 HMSO Bracknell




11. After a reference to the 3% real increase guestien
(which she emphasised Britain would be exceeding this
year), the Prime Minister turned to the question of getting

best valué for money in '‘Alliance defence expenditure. She
was worried about this and did not quite know how to open

up the subject. When she had broached the matter some
months earlier with Helmut Schmidt he had misunderstood her
to be describing an argument for spending less on defence.
This was not her objective at all. She remained of the view
that one ought to take a look at this. Britain for example
was rather good at both naval and air tasks and also made

a great effort on the central front. The whole subject was
very complicated because the politics of it were that one
had to keep considerable forces in the FRG. But because
Britain had put so much into forward defence on the central
front ,we would stand to lose Tha lot if the Russians came
across’ there and “fhe question arose whether there would
be enough to cover the UK. Should one therefore put more

into defence of the home base?

In naval terms Britain
contributed 30% of the ships under Saclant's command.

She was unsure how this whole discussion should be brought
out, but we ought to take a 1a£b at it. Her impression was
that NATO looked better thanAdetalled reality would justify.
12. Mr Weinberger said the US faced the same problem in

the competing demand between its own three armed services.
One should make every effort to urge the virtues of
standardisation, rationalisation and interoperability.
Lord Carrington said NATO countries together contributed

greater resources to defence than the Warsaw Pact and yet
seemed to get quite a lot less out of it. This was because
everybody wanted to do everything. He agreed with the

Prime Minister that n hﬂﬁ?ht not be the right time to raise

it but if we continue%ﬁnet addressing the question
seriously the Alliance would be in danger of lacking
credibility. - The Prime Minister said that she agreed that
the matter needed careful handling but it must be addressed$11n44vaf4
Mr Weinberger said his hope was that if the United States

under the new Administration could show itself a stronger,
more dependable and more consistent ally,this would improve
the overall state of affaira)and gradually people would come
round to understanding the need for greater effort in
defence. He agreed that nuclear Pﬂ4;3L3M~ was a WOrry.

Sir Frank Cooper referred to collaboration in air-~to-air
missiles. The package concept made a lot of sense, saved
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money and brought people together in a fruitful way.
Mr Weinberger agreeing, referred to his forthcoming

attendance at the Nuclear glanning @roup and _Befence
’Qlanning Committee and expressed the wish that there

be further consultation before then with UK officials.

He was glad that Mr Nott would soon be visiting
Washington.

13 The Prime Minister referred to the Rapid\@eployment
‘F%rce. Britain committed almost all her resources to NATO,
Unlike the French who as a result had added flexibility.
How was US thinking progressing? Mr Weinberger said he

had spent a good deal of time looking at this whole subject
with Mr Carlucci. He was not very satisfied with the—way
in—whieh the previous Administratioﬁﬂuﬁﬁﬂgazgﬁggathe concept
But Me certainly agreed that the US needed the capability to
project force. So far as concerned South West Asiajyhe
thought it essential that the US and the UK should act in
concert as far as possible. There were some details that
needed to be resolved e.g.;command question for the RDF -
should it be assigned to the European command,or would
théde cause alarm? He was not of course suggesting that the
job be done by NATO as such. The French had expressed a
great readiness to act outside Europe. It was important

to get a suitable and effective command to facilitate the

projection of US and other forces. The/PeifMethpigtese

raskedrhomshis~could besdone., Lord Carrington said that
Ja-MATQ +Fexms~onesway would be to get the Federal Republic
and others to accept that if for example the UK were to

earmark some-of its forces for use elsewhere,they themselves
would have to make good the gap. Mr Weinberger agreg&ing,

said the United States did not formally assign or draw

down NATO forces for the RDF but gave the forces in question

specialist training and the necessary command structure.

Mr Carlucci ‘said he was in favour of a broader collaboration

taking place between the US and its Allies in the out-of-
—area region itself. Mr Weinberger said it was important

to keep the Gulf area friendly and free from Soviet
interferencezif some such agreement could be worked out with
the FRG, that would be very helpful. As he had recently
observed for himself the troop readiness of the RDF was
highjalthough airlift was not as strong as it should be.

He favoured taking UKIUS coordinat&ﬂﬂu&grther and %uickly.

400M 5|78 HMSO Bracknell




14, The Prime Minister said the need for quick action

was brought out by the ouddenness of the Iraq/Iran war
which so far as she knew had not been foreseen\by any of
the available intelligence. She recalled that three days
had been spent trying to stop that war from spreading when
Lord Carrington was last in Washington. Mr Weinberger

said he assumed that no such intelligence had been available.
Lord Carrington said when he had been Defence Secretary

in 1970 he had commissioned an inquiry into the 54 occasions
since World War II in which there had been a need to use
British troops. Only one of EPesg had been foreseen. The

a
Prime Minister asked f errmfre—

presence in the area. Mr Weinberger said he favoured some

kind of permanent presence if it could be made locally
acceptable. Onwman was a start. There was of course
Diego Garcia but this was a long way off. The F15 enhancemenjt
for the Saudis was intended to make Saudi Arabia more
amenable. There was not yet a US military presence as such
in Saudi Arabia, though the AWACS had been one step. Pre-
positioning could help but not as much as a good solid base.
Or should he say facilities? Lord Carrington said bases

were a different matter. Mr Weinberger said he was

talking about a place where one could land and operate and
get troops and ships in. This would offer a reassurance
against further adventurism from the Soviet quarter. - The
Prime Minister said that if local resolution were not to

be weakened she was inclined to agree that nothing short of
a permanent presence would do. Mr Weinberger referred to

Ua &?u1escence over Angola and Etthpla the comparatively
KAtAg response to Afghanistan and now the threat to Poland
and E1 Salvador. He hoped the message would be getting

across to the Russ1ans + The Administration would be out to

ceimer
raise two addltlonallpattle groups fand wag~aimias. A~y
KPQU~eINp~naovs Sir Frank Cooper stressed the need for

continuing bilateral contacts. Mr Weinberger concured

and repeated that he had always been an advocate of the
special relationship. He was delighted with Britains
efforts and wished others would follow the British example.
The Prime Minister said we were very grateful about the

Trident deal which was absolutely vital. One piece of
evidence for growing awareness of the threat in the UK was
the demand to spend more on civil defence. Mr Carlucci
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said if the debate shifted from deterrence to war fighting
and emphasis on civil defence, we would be in for trouble.
The Prime Minister referred to the immoral attitude of those

in the Netherlands who wished to withdraw from the
responsibility of making their own defence efforts. Mr
Weinberger said America too had been through its bouts

of isolationism. He hoped they would never go back to that.
He looked forward greatly to visiting London probﬁBly in
connection with his visit to the NPG in April.//a'he meeting
ended at 4 pm.

o W
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PQEME MINISTER - HIGH TECHNOLOGY AND INVESTMENT %b\ '\M
BACKGROUND o
On 27 February I escorted the Prime Minister on a visit to Genex - b
Corporation, a genetic engineering company in Rockville, Maryland. '
After touring the laboratories, the Prime Minister had a discussion

with the President of Genex, Dr. J Leslie Glick and his Scientific
Director, Dr. David A Jackson. Sir Robert Armstrong, Secretary to

the Cabinet and Derek Thomas, Commercial Minister, British Embassy,

were also present. I have recorded highlights of the 'discussion since

it related to high growth - high technology industry and constraints on
investment and growthj; subjects of special interest to the Prime Minister.

‘ STARTING UP

‘ Dr. Glick described how he formed Genex in 1977 while still working as
an academic. He raised some of the money himself and obtained the rest

from a venture capital company. Once the company had started and had
shown its ability to develop new products there was no shortage of

‘ further venture capital. The venture capital companies are primarily
looking for growth in the equity value, i.e. in capital gains.

INVESTMENT

Since high technology inevitably goes with high risk less than one in
ten of the new ventures survive and succeed. Thus any investment in a
new venture has to take account of this large number of failures. The
investment capital companies are looking for a twentyfold gain in
capital value over five years, because of this. The Prime Minister
appreciated the point and said "but it is exciting, and better than
backing horses." Dr. Glick stressed that because in the United States
the aim is to get capital appreciation, there is a need for reduced
taxes on this. The capital gains tax in the US was reduced from 48%

to 28% in 1978, and this led to a big increase in the flow of venture
capital. The Prime Minister pointed out that in Britain, due to changes
in last year's Budget, the top rate of capital gains tax is only 30%, so
this should not be a constraint. But she informed Dr. Glicks that his
message was "received and understood."

STOCK OPTIONS

Dr. Glick explained that he has managed to recruit very high grade
staff mainly by offering stock options. This is more important than
high salaries, but requires a low level of tax to get the maximum
leverage.

__HARNESSING ACADEMICS

Bt L e e o - s e e o st e St = e teorios R

T+ is difficult to recruit the very best academics from universities

to get them to work full-time in industry. If they are tenured and

in the best universities, they do not want to leave a comfortable and
rewarding existence. If they are not tenured, it is easier to attract
them by offering financial rewards in the form of equity participation.
Dr. Jackson pointed out that he is one of the few tenured academics

who have been recruited to industry in the US by this means. He believes
that it is not possible for a good scientist to remain in a university
and give a full contribution to a company. ~




LIC FUNDING

Dr. Glick stressed that there is a necessity for considerable public
funding in genetic engineering. He believes that this should be
concentrated on fundamental research in the universities and elsewhere.
He showed figures indicating that the return to the public of such
public investment is very large. He claimed that this return comes“in
the shape of great reductions in the cost of pharmaceutical products
and in a yield to the Government in corporate taxes. He gave the Prime
Minister a copy of a chapter he has written for a book on the subject
of the economics of genetic engineering. The chapter is entitled "Impadt
of Recombinant DNA Technology on the Economy" and the book is Volume II
of '"Biomedical Scientists and Public Policy" to be published later this
year by Plenum Press, Editor Dr. H Hugh Fudenberg. Since this book has
not yet been published, he asked us to restrict circulation of his text
until publication. Dr. Jackson gave the Prime Minister a copy of his
latest book which deals with the social aspects of genetic engineering,
entitled "The Recombinant DNA Debate."

J K L Thompson
Counsellor, STD

Mr C A Whitmore, PPS to Prime Minister

cc Minister (Commercial)
Minister (Economics)
Mr N Witney, Private Office
Dr D Davies, Ch Sc Eng, D Ind
Dr L Goldstone, D. Ind
B of. C
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Secretary of State's second private discussion with Mr Haig: /2 (

27 February 1981 -

-

Libya/Chad

Haig said that the French were inciting the Egyptians to
move against Qadhafi. The Saudis, to whom the French were
increasingly close, were thinking in the same direction.

Middle East

!

Haig listened to the Secretary of State's exposition of
our thinking. His mind was clearly not closed, though he
said emphatically that he could not deliver politically either
on a Palestinian state or negotiations with the PLO.

China
Haig said that he had inherited from Reagan's election
campaign a difficult situation over US relationswith Taiwan,

and that it would take time to mend America's fences with
Peking.

Arms Control

Lord Carrington explained'the importance in a European
context for continuing to show interest in arms control.
Haig took the point.

State Department/White House Relations

Haig was even more emphatic in his private discussion with
the Secretary of State than in the formal session of the talks
at the State Department about his determination to be the
President's main adviser on foreign policy. He told Lord
Carrington that if his authority were challenged (eg from the
White House or the Defense Department) he would resign.

\

A% Wl

(G G H Walden)

2 March 1981
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THE APPEARANCE OF THE PRIME MINISTER, MRS MARGARET THATCHER,

ON THE PBS PUBLIC AFFAIRS PROGRAMME "THE MACNEIL-LEHRER REPORT"

27 FEBRUARY 1981, 7.30 - 8 PM

Tonight from Blair House in Washington a conversation
with British Prime Minister, Margaret Thatcher, following her
talks with President Reagan.,

Interviewer: British Prime Minister, Margaret Thatcher

finished two days of talks today with President Reagan and U.S.
officials impressqushe saié,with the striking similarity between
our aims and policies., Mrs. Thatcher is the first major Allied
leader to visit th;:;;esidentzzﬁ-terms of political and economic
philsophy, probably the most sympathetic. They discussed a wide
range of issues, from how to respond to Soviet Summit overtures,
to the U.S. policies in El1 Salvador. Earlier this afternoon

Jim Lehrer and I discussed some of these issues with Mrs. Thatcher
at Blair House. ;{

Interviewer: Prime Minister Thatcher welcome. A short

while ago it was announced that you are delaying your departure
from Washington in the morning to have a special unscheduled second
session with President Reagan, Has something urgent arisen, or

something special or what?

6
Prime Minister: Weidd I think it is a lovely idea for

my husband and me to go around to the White House to say goodbye
and to say how very much we have enjoyed the trip....How valuable

we have found the whole visit. How very much we have loved it.
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And how we hope that this really will usher in a new era of
understanding and cooperation., It isn't something sudden,
surprising, questionable. It's Jjust really rather wonderful
hospitality. And we are delighted.

Interviewer: We thought that maybe something had come

up on El Salvador or something like that. But that's not the
case - right?

Prime Minister: I don't think we would be so ham-handed

as to se it that way if it had.

Interviewer: Well said! On E1 Salvador, do you have any

doubts now that the Soviet bloc through Cuba and Nicaragua are
supplying arms to the leftist guerrillas.

Prime Minister: We have no doubt that there are substantial
an kA
supplies of arms getting there.,—And we are pretty certain where
EC ki

they ame—eeming from., We have no doubt that this is a gross inter-
ference with the internal affairs of E1l Salvador. That everything
must be done to try to éBp that interference. There are, of course,
terrible things going on in El Salvador. If that interference can

be stopped, then obviously it's for the pegple there to sort out

their own future in their own way. And we hope that naturally

theywill come to a fully democratic system.

Interviewer: In your conversations with the President,

T wed— A
Secretary Haig and others ~ tith @ full range of options that could

Kol
be employed to stop this outside interferenceﬂ.ﬂﬁére they gone over
with you?
Prime Minister: No, actually the proportion of questions

I have had on El Salvador from interviewers far exceeds the propor-

tion of time we spent on discussing this particular matter., We did,
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of course, talk about it. We talked about a lot of other things

as well.

Interviewer: Why didn't you spend more time talking about

El Salvadcr?

Prime Minister: Because there were a lot of other things

to talk about as well.
Interviewer: It's not that important then, in the total

scheme of things?

Prime Minister: No, I think you are trying to grope for
M(anl'-\g

oné
something which ¥ might respectfully say so, somebkdsg that isn't

there, We have a lot of things to talk about., There is the whole
of East-West relationship and summitry as you said. There is the
Middle East. There are things like Namibia., There are things like
NATO., There is the defence effort wirhek <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>