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SECRET

70 WHITEHALL, LONDON SWI1A 2AS
01-233 8319

From the Secretary of the Cabinet and Head cj' the Home Civil Service

Sir Robert Armstrong GCB CVO

Ref.A083/2906 14 October 1983

?&m I? “
.\

During theg Cabinet's discussion on 6 October 1983 of the
Prime Ministet's visits to Canada and Washington
(CC(83) 2 Conclusions, Minute 1), mention was made of the
number of“warheads comprising the British strategic nuclear

deterrent.

Sir Robert Armstrong has asked me to draw your attention
to the fact that this figure is highly sensitive. It should
not be quoted and should on no account be used in public.

I am copying this letter to the offices of all recipients

of CC(83) 29th Conclusions, Minute 1.
Tl ‘Qﬂ( gt

. (R P Hatfield)
W Private Secretary

F E R Butler Esq

SECRET







10 DOWNING STREET

From the Principal Private Secretary 12 October 1983

Many thanks for your letter of 6 October.
I enormously enjoyed sitting next to you at the

Churchill Dinner and I am glad that you have
got the table lists and the Prime Minister's

speech.

My grandiloquent title is shown on the
top left-hand corner of this letter!

Sharman Douglas




10 DOWNING STREET

From the Private Secretary 12 October 1983

PRIME MINISTER'S VISIT TO THE US

Mark Pellew in Washington has copied to me a letter of
3 October to Noel Marshall enclosing a summary record of the

Prime Minister's breakfast meeting with US Senators.

Before the record is circulated, I should be grateful of
the two following changes could be made to paragraph 4:

(a) The second sentence should read
"The Prime Minister made clear that at present she

could see no prospect of this."

The final phrase of the fifth sentence should read:
"It was essential to get Soviet weapons very
substantially reduced first."

Roger Bone, Esq.,
Foreign and Commonweealth Office.




10 DOWNING STREET

From the Private Secretary 11 October 1983

A long time ago - on 21 April - you kindly provided some
material on Churchill's view of the Anglo/American relationship.
The occasion for which I sought this material - the presentation
to the Prime Minister of the Winston Churchill Award - had to
be postponed because of the Election in June. But you may
have seen in the press that the Award was made in Washington
earlier this month. I thought you might like to have a copy
of the speech which the Prime Minister delivered on that
occasion. It is enclosed. You will see that we drew on
your very helpful material.

Thank you very much for your help.

Martin Gilbert, Esq.




'

7 Lansdowne Crescent, London W.1ll,

21 April 1983

Dear John, \‘ ‘.
I have gone through my notes on \
Churchill and the United States, and m /(s

put together what I think are some of

the more apposite themes.

I do hope it will serve you as a

base for what yvou have in mind.

A< evel




Cabinet / Cabinet Committee Document

The following document, which was enclosed on this file, has been
removed and destroyed. Such documents are the responsibility of the
Cabinet Office. When released they are available in the appropriate
CAB (CABINET OFFICE) CLASSES.

Reference: CC(S&)QQ'”\ CO%MI.QTLJ / Mo te (
Date: é O fvber IQ&S

Signed W@W Date Qé—dpqc os3

PREM Records'Team




. 1060 Fifth Avenue
New York, New York 10028

October 6th, 1983

Dear Robin:

Thank you for arranging to have the table
list of September 29th sent to me and the
copy of the Prime Minister's speech. It is
even better the second time around. It is
so strong, so powerful, and so real.

It was great meeting you and sitting next
to you at dinner, and I look forward to
seeing you again soon.

Please tell the Prime Minister that we are
all in awe of her.

Very sincerely yours,
Dhaimaon -
Sharman Douglas

Mr. Robin Butler
10 Downing Street
London, England

SD:sh

P.S. I know you are very high up, but what
is your title?




ABC News 1717 DeSales Street, N.W,  Washington, D.C. 20036 Telephone 202 887-7373

David Brinkley

Correspondent p‘ ) ‘. . l:
“To seu

October 5, 1983

v\ \;k‘\' »

The Right Honorable
Margaret Thatcher
Prime Minister

[London
United Kingdom

My Dear Prime Minister:

I and all of us at ABC News want to say how pleased we were

to have you as a guest on our program. It was broadcast
precisely as taped, neither cut nor edited, was extremely

well received in this country and was widely quoted in the press.

Again, our thanks for taking the time to talk with us, and our
very best wishes to you.

Sincerely,

a&:—.l EV\V\‘:CIGLC_’
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UMCLASS IF |ED

FROM  MOSCOW 051100Z OCTOBER

TO PRIORITY F C O ’v~£;"'
TELEGRAM NUMBER 1125 OF 5 OCTOBER

ROUTINE WASHINGTON AND OTTAWA.

THE PRIME MINISTER'S VISIT TO NCRTH AMERICA : SOVIET COMMENT,

1. THE SOVIET PRESS HAVE REACTED SOURLY TO THE PRIME MINISTER'S
NORTH AMER|CAN TRIP ( '' A RETURN WITHOUT TRIUMPH ''),6 AND ,

IN PARTICULAR, TO HER CHURCHILL MEMORIAL PRIZE SPEECH ('' DANGEROUS

"RHETORIC '* , '' |NSULTING ANTI=-SOVIET ATTACKS ''),

2. PRAVDA OF 2 OCTOBER SOUGHT TO CONVEY THE IMPRESSION THAT

MRS THATCHER'S SPEECH HAD BEEN RECEIVED IN THE UK WITH
WIDESPREAD ALARM AND CONDEMNATION, ALLEGEDLY CRITICAL REMARKS
BY MR HEALEY AND MR STEEL WERE QUOTED BY PRAVDA'S LONDON CORRESP=-
ONDENT , WHO FURTHER COMMENTED THAT, ACCORDING TO THE BRITISH
PRESS , MRS THATCHER'S TRIP HAD BROUGHT MO POSITIVE GAINS AND HAD
FURTHER EXACERBATED THE INTERNATICNAL SITUATION,

3., I1ZVESTIA'S LONDON CORRESPONDENT REPORTED IN SIMILAR VEIN ,
ALSO ON 2 OCTOBER,

RATFORD

LIMITED
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No. 10 DOWNING STREET
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With the compliments of
The British High Commissioner

M
BRITISH HIGH COMMISSION

80 ELGIN STREET

OTTAWA KIP 5K7




EMBASSY OF THE UNITED STATES
OTTAWA, CANADA

October 4, 1983

His Excellency The Lord Moran, K.C.M.G.
British High Commissioner

80 Elgin Street

Ottawa

Dear John:

I want to tell you how greatly I appreciated the
oprortunity to meet with Prime Minister Thatcher
at Earnscliffe last week. She 1is a great lady
and I am grateful to you for making the meeting
nossible. I must say that I do not think there
would be many issues, if any, on which we would
not be in total agreement.

With all best wishes,

Paul H. Robinson, Jr.




10 DOWNING STREET

THE PRIME MINISTER 4 October 1983

/lzcw U“JA-

Thank you very much indeed for all the help you gave
with my speeches for North America. I thought you might like
to have copies both of the address I gave to the Canadian
Parliament and my speech on receipt of the Winston Churchill

Award in Washington. These are enclosed.

Again, many thanks.

W Al

/%M

T

The Lord Thomas of Swynnerton




10 DOWNING STREET

THE PRIME MINISTER 4 October 1983

AL

Thank you very much indeed for all the help you gave me
with my speeches for North America. I thought you might like
to have copies both of the speech which I made in Washington
on receipt of the Winston Churchill Award and my speech to the
Canadian Parliament. These are enclosed. You will see that I
drew heavily on your most helpful contributions, especially for
the Winston Churchill speech. It will interest you to know that

Jean Kirkpatrick was present at the Washington dinner and indeed
shared a table with me.

I am most grateful to you for everything you did.

#
-y ) Ut )

Mr. George Urban d”"‘“—"'—-




10 DOWNING STREET

THE PRIME MINISTER 4 October 1983

decn Pt cotsr Qomwé-,

I am writing to thank you most warmly for the
excellent arrangements which were made for my visit
to Washington and for your personal part in escorting
myself and my party, Everything went excellently from
my point of wview 'and I should be grateful if you would
pass on my gratitude to those who looked after my
security and to all who took part in providing escort
arrangements: they were a great help in enabling me

to complete a very busy schedule,

The Honourable Selwa Roosevelt,




10 DOWNING STREET

THE PRIME MINISTER 4 October 1983

/i:z:B ¢J445«. ‘)h~J01~Jf¢.a‘31"

It was a great pleasure to see you and Mrs. Louis
in Washington and I am writing to let you know how much
I appreciated your making time to take part in my visit,.
From my point of view everything went very successfully
and I have written to tell the President how much I
valued the opportunity to have an exchange of views with
him at this moment on the international issues which are

of such concern to us both,
The dinner for the Winston Churchill award was a

particularly memorable evening for me personally and I

was so glad that you and your wife were able to be there,

]

His Excellency the Honourable John J, ESEE;T';;.




PRIME MINISTER

You mentioned that you would

like to hold a party for those

e e e S e e S e e A A S e BT,

involved with the North American

trip. Would you be happy to do

—"
so for an hour or so before you

depart for Blackpool next FIiday®

Yo

\\I

7

3 October 1983




British Embassy (i O

3100 Massachusetts Avenue NW Washington DC 2001

lelex Domestic USA 89-2370/89-2384
Lelex International O i",':.".-l\\.’VU[);’Lf-lJi'.n'if.'n(“l’:zL.'} ,"-1'1'._-:'.5 | .;_-\Il \}

lelephone (202) 462-1340

N H Marshall Esq
NAD

FCO

LONDON

3 October 1983

DearNoil,

PRIME MINISTER'S VISIT: MEETING WITH US SENATORS

15 I enclose a summary record of the breakfast meeting
which the Prime Minister had with members of the Senate
Foreign Relations Committee yesterday. It was a useful
session (for me too!) though nothing came up which we
thought merited a separate telegram. Perhaps the most
interesting part was Senator Glenn's question about
British and French nuclear forces.

2. Asssuming that John Coles is happy with the record
(which you might like to check with him first) I should
be grateful if your Department would give it any further
distribution which you think necessary in Whitehall.

Vs wvtr,

M E Pellew

cc A J Coles Esq | CC'.-'H%/M'D

10 Downing Street PSIEuRHW“““%Q
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PRIME MINISTER'S VISIT TO WASHINGTON: SUMMARY RECORD OF BREAKFAST
MEETING WITH SENATE FOREIGN RELATIONS COMMITTEE ON 29 SEPTEMBER

| B The Prime Minister was given a very warm welcome at a

breakfast meeting lasting over an hour with a group of US Senators
on 29 September. Among those present on the US side were

Senators Percy (Chairman Foreign Relations Committee),

Baker (Majority Leader), Thurmond (President Pro Tem of the Senate),
Pell (Ranking Minority Member of the Committee) and about a dozen
other Committee members. Topics covered included East/West
'relations, arms control, the Lebanon, the Falklands, Central America,
international trade, the US budget deficit, unitary taxation

and Northern Ireland.

EAST/WEST RELATIONS
25 The Prime Minister spoke forcefully about the need for
Western Governments to keep their nerve in dealing with the
Russians. The Soviet leadership was blinkered and dedicated to
expansion. But we had to go on living on the same planet with
them. Experience had shown that it was possible for Western
- Governments to have some influence in Moscow provided we kept our
lines open to them. How did the Senators think we should go about
this? Senator Percy commented that we should not take measures
‘which harmed ourselves: the US had made a mistake over the
pipeline issue. Other Senators responded on predictable lines.
Senator Mathias (Democrat) favoured keeping open ordinary trade
in non strategic goods. Senator Helms (Republican) said that
we should not forget Afghanistan, Poland and the Korean airliner.

ARMS CONTROL

3 The Prime Minister stressed that the political leadership

in Europe was firm on its commitment to go ahead with INF
deployment.' The Russians were seeking to manipulate Western
public opinion in order to undermine Western Government's resolve.

/We should
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We should stand firm and not let them succeed in this ploy. .
Andropov's latest public statement did not even address the

three specific new points which President Reagan had put forward.
On conventional weapons, the Europeans were sometimes accused

of not doing enough for their own defence. The fact was that

the UK was spending over 5% of GNP on defence and had consistently
met the 3% NATO target. We also had 55,000 highly trained

men in BAOR.

BRITISH AND FRENCH NUCLEAR FORCES

4, Senator Glenn (who had apparently rearranged his programme
in order to be present at the méeting) asked whether the
nuclear forces of Britain, France and China would not at some
stage have to be included in the balance if the Russians were
to be persuaded to negotiate seriously. The Prime Minister

‘made clear that at present she could see no prospect of this in tBe
' short

term. The Russians were raising the issue now purely as a
diversionary tactic. British and French last-resort strategic
weapons had been deployed long before the Soviet SS 20s.

They were only a tiny fraction of the size of the Soviet

: . : . substantiall
strategic forces: it was essential to get Soviet weapons yeryy v,

réduced first. If British and French forces were included there
would be no possibility of achieving US/Soviet parity. This
would surely not be acceptable to Congress.

LEBANON

0% The Prime Minister said that without the MNF we would not
have achieved a cease fire or the present negotiations. It

was important that the MNF partners should act together: it would
be very damaging if one of them were to pull out. We were

wary of further involvement, but we accepted that our forces

must have the right to defend themselves if attacked.

/FALKLANDS

RESTRICTED




FALKLANDS o
6. In his opening remarks, Senator Percy praiséd the Prime
Minister for her handling of the Falklands crisis. The Prime
Minister made clear that there could be no question of
negotiating with the Argentinians about sovereignty. The
British had been uninterruptedly in the Falklands for 150 years.
- The people were all British and wanted to stay British.

It was inconceivable that we should seek to negotiate this
away. She hoped that the US, as a democracy, fully understood
this. | |

CENTRAL AMERICA
{is The Prime Minister said that she had the impression that

~ US policy was not fully understood in Europe. She had welcomed
President,Reagan's épeech last April. We in Britain would do
what we could to help. She went on to refer briefly to.the
Belize/Guatemala problem.

INTERNATIONAL TRADE

8. Replying to Senator Nancy Kassebaum (Republican), the
Prime Minister referred to the need to reduce protectionism
in,world trade. On agricultural surpluses, the difficulty

was that US and European surpluses were both competing for
Soviet markets. We needed to work closely with the US on this.

US BUDGET DEFICIT

9. In answer to a question from Senator Helms, the Prime
Minister said that deficits could be reduced either by reducing
public expenditure or by raising taxation. We in the UK

had had some success with the former course. She would not
presume to give the US Administration advice; but the US |
deficit was a worrying factor which affected the prospects

for economic recovery for us all.

JUNITARY TAXATION

RESTRICTED




UNITARY TAXATION

10, The Prime Minister warmly concurred with Senator
Mathias' description of unitary assessments as an
"abomination in the tax system'. She made clear that we
regarded the recent US decision as disastrous, not least
because of the example it would set to other countries.
We would continue to press for it to be reversed. There
was pressure in Parliament for retaliation through
repeal of the double taxation agreement.

NORTHERN IRELAND
11. In reply to a question from Senator Tsongas

(Democrat ,Massachusetts), the Prime Minister stressed the

overwhelming wish of the majority community to remain

British., All citizens of Northern Ireland had equal
rights, but a Republican minority chose not to accept
the ballot and to resort to terrorism. We valued our
close cooperation with the Government of the Irish
~Republic in our efforts to deal with this problem.

British Embassy, Washington
30 September 1983

Distribution:

Chancery General
Mr Coles (No 10)
NAD, FCO - 5 copies

RESTRICTED




10 DOWNING STREET

THE PRIME MINISTER 3 October 1983

r/a,,. (& Olwee

I greatly enjoyed mv visit to Washington, which went

very successfully from my point of view, I am writing to

thank you and Lady Wright for your hosnitality. The service

which your staff provided for guests at the Residence is always
faultless, and we could not have been made more comfortable.

The two dinners which you gave were magnificent and gave me a
valuable opportunity to meet and talk with the very distinguished
and influential guests who had accepted your invitation. The

dinner for the Winston Churchill award was a particularly

memorable one for me personally and the arrangements matched the

occasion.

Please will you pass on my thanks to all those in the

Residence and the Embassy who must have worked very hard to make

His Excellency -

Sir Oliver Wright, G.C.M.G.,G.C.V.0,,D.S.C.

. Q%m
L

sure that everything went so well,




10 DOWNING STREET

THE PRIME MINISTER %3 Octoher 1983
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It was a great pleasure to see you during my visit to
Washington. 1 am very grateful to you for the time which
you made available for our private talk and for your
hospitality to me and my colleagues at our working lunch.
T believe that it was timely for us to be able to talk
together at this moment about the major issues of international
relations which are of such concern to us both, and as always

¥y

1 greatly'valued and enjoyed our exchanges,

T want to thank you also for the letter which you sent
to me when I received the Winston Churchill Award in the evening
following our meeting. You will understand how honoured and
delighted I was to receive an Award in the name of Winston
Churchill. That pleasure and pride was enhanced by your

characteristically generous letter.

The Precident of the United States of America

ety
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SECRET

10 DOWNING STREET

From the Private Secretary

3 October, 1983.

Visit of the Prime Minister to the
United States

I enclose a record of the conversation at a
working lunch given by President Reagan for the
Prime Minister at the White House on 29 September.

I am copying this letter and its enclosure to
Richard Mottram (Ministry of Defence), John Kerr
(HM Treasury), and Richard Hatfield (Cabinet Office)

The enclosure should be carefully protected,

and should not be given wider circulation except
where this is operationally essential.

A.J. COLES

Brian Fall, Esq.,
Foreign and Commonwealth Office.

SECRET




SECRET

10 DOWNING STREET

From the Private Secretary 3 October, 1983

Visit of the Prime Minister to the United State:

I enclose a record of the téte—ﬁ-téte conversé—
tion between the Prime Minister and President Reagan

at the White House on 29 September.

I am copying this letter and its enclosure
to Richard Mottram (Ministry of Defence) and
Richard Hatfield (Cabinet Office).

The enclosure should be carefully protected, an
should not be given wider circulation except where

' this is operationally essential.

A

Brian Fall, Esq.,
Foreign and Commonwealth Office.

SECRET




CONFIDENTTIAL

10 DOWNING STREET

From the Principal Private Secretary 30 September , 1983

I enclose a note of a meeting between the Prime Minister

and the Chairman of the Federal Reserve Board during her visit to Washington.

I am sending a copy of this letter and enclosure to John Kerr

(HM Treasury) and the Private Secretary (Governor of the Bank of England's

Office).

AR

B. Fall, Esq.,
. Foreign and Commonwealth Office




CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secretary 30 September
‘ ’

I enclose a copy of the Prime Minister's meeting with Treasury

Secretary Regan during her visit to Washington on Thursday, 29 September.

I am sending copies of this letter and its enclosure to John Kerr

(HM Treasury), Jonathan Spencer (Department of Trade and Industry) and

Richard Hatfield (Cabinet Office).

ks,

Brian Fall, Esq.,
Foreign and Commonwealth Office




TREATY OF PARIS ON DISPLAY AT THE WHITE HOUSE, 29 SEPTEMBER

The British copy of the 1783 Treaty of Paris, which officially ended
the Revolutionary war 200 years ago, has made a notable transatlantic
journey to Washington. It will be on display in the presence of

President Reagan and Prime Minister Thatcher at the White House at
1.30 p.m. on Thursday 29 September. There will be a photo-opportunity

for appropriately accredited representatives of the media.

It is the first time that a British treaty has been allowed to

travel outside the United Kingdom, a break with precedent that involved

the authority of Britain's Lord Chancellor and the cooperation of many

other agencies.

Prominent among those who have helped bring the British copy of the
Treatyof Paris to America has been the Foundation for the Preservation of

the Archaeological Heritage Inc whose US supporters are linked to the

active archaeological programmes of the City of York, and who in turn

developed the link to New York in connection with the "Britain Salutes

New York" festival. Mayor Koch took delivery of the Treaty at a recent

ceremony at the Museaum of the City of New York, where it has been on

display.




The Treaty of Paris,kept in mint condition at the Public Records

Office in London, will be on view at the National Portrait Gallery of the

Smithsonian Institution in Washington on the occasion of a dinner on

Wednesday 28 September commemorating the anniversary. It will then
be presented on Thursday 29 September at the meeting between President
Reagan and the British Prime Minister Mrs Margaret Thatcher in the

White House on Thursday 29 September.

The journey of the British copy of the Treaty, in this bicentennial
year, makes another important event in the commemorative programme,
coordinated and supported by the National Committee for the Bicentennial
of the Treaty of Paris. David Hartley, who signed for Britain, called
the agreement '"the reunion of all our ancient affections and

common interests'; his old American friend Benjamin Franklin described
Their joint efforts as: "the best of all works, the work of peace."

More details of the Treaty are attached.

For further informationon the Treaty of Paris Bicentennial please

contact: -

National Committee for the Bicentennial of the Treaty of Paris

202 466 5430 (Ruth Jordan)

For further details of the photo opportunity at the White House
at 1.30 pm on Thursday 29 September, please contact:- The White House

Press Office, 456 2100 or British Embassy Information Dept., 462 1340

27 September 1983




THE NATIONAL COMMITTEE FOR THE BICENTENNIAL
OF THE TREATY OF PARIS

THE TREATY OF PARIS

Prelude: On October 18, 1781, George Washington defeated Cornwallis at the battle of
Yorktown, bringing an end to the hostilities between the United Statés and Great Britain
that we refer to as the War for Independence. The fight for independence did not end
- at Yorktown. For two years after the battle, Great Britain, the United States and its
allies, France and Spain negotiated the terms of the peace that would guarantee this
country's independence.

September 3, 1783 The Treaty of Paris, "The Definitive Treaty of Peace" was signed
by John Adams, Benjamin Franklin and John Jay for the United States, and David
Hartley for Great Britain. The signing took place at the Hotel de York, 56 Rue Jacob
in Paris, on a desk that is now displayed at the United States Department of State.
The event took place in the morning, so that a messenger could be dispatched to
Versailles, where Great Britain and the other countries with whom she was at war,
France and Spain, awaited word before proceeding with the signing of a second treaty.

British negotiator David Hartley, who signed for Great Britain, called this peace
agreement "the reunion of all our ancient affections and common interests." Franklin,
a long time friend of Hartley, called his efforts, "the best of all works, the work of
peace."

Significance of the Treaty for the United States: The Treaty of Paris officially ended
the Revolutionary War, recognized the independence of the United States, doubled the
territory of the country and secured important fishing rights. Equally importantly, it
marked this nation's first successful negotiated peace, and our entry onto the stage of
world diplomacy.

Specific terms of the Treaty of Paris In the treaty, "His Britannic Majesty acknowledges
the United States...to be free sovereign and Independent States." In addition, Great
Britain recognized the claim of the United States to all the land south of Canada, east
of the Mississippi, west of the Appalachians and north of Florida — all or part of what
is today the states of Minnesota, Wisconsin, Michigan, [linois, Indiana, Ohio, Kentueky,
Tennessee, Mississippi, Alabama and Georgia. The treaty also attempted to define
American fishing rights off Canada and to establish the border between Canada and
Maine, but unfortunately left room for future arguments on these points.

In the treaty signed at Versailles the French and Spanish negotiators at Versailles, who
agreed to officially end the war with Britain (The Netherlands, which also aided America,
signed a peace treaty with Britain the following year.) These important treaties
recognized Spanish possession of Florida and Minorca and French rights to fish off
Newfoundland, to trade in India and to fortify the port of Dunkirk. A number of islands
in the Caribbean changed hands and the next year the British accepted the return of
Ceylon (now Sri Lanka) to the Dutch.

Ratification: The Treaty of Paris was ratified by Congress, then sitting at Annapolis,
on January 14, 1783. Messengers bearing news of the ratification were immediately
dispatched to London and Paris. On May 12, 1784, Franklin, Jay, Adams, and Hartley
exchanged ratifications in Paris. |

3117 HAWTHORNE STREET, N.W. WASHINGTON, D.C. 20008, 202-965-6116




THE NATIONAL COMMITTEE FOR THE BICENTENNIAL
OF THE TREATY OF PARIS

THE TREATY OF PARIS

Prelude: On October 18, 1781, George Washington defeated Cornwallis at the battle of
Yorktown, bringing an end to the hostilities between the United States and Great Britain
that we refer to as the War for Independence. The fight for independence did not end
at Yorktown. For two years after the battle, Great Britain, the United States and its
allies, France and Spain negotiated the terms of the peace that would guarantee this
country's independence.

September 3, 1783 The Treaty of Paris, "The Definitive Treaty of Peace" was signed
by John Adams, Benjamin Franklin and John Jay for the United States, and David
Hartley for Great Britain. The signing took place at the Hotel de York, 56 Rue Jacob
in Paris, on a desk that is now displayed at the United States Department of State.
The event took place in the morning, so that a messenger could be dispatched to
Versailles, where Great Britain and the other countries with whom she was at war,
France and Spain, awaited word before proceeding with the signing of a second treaty.

British negotiator David Hartley, who signed for Great Britain, called this peace
agreement "the reunion of all our ancient affections and common interests." Franklin,
a long time friend of Hartley, called his efforts, "the best of all works, the work of
peace."

Significance of the Treaty for the United States: The Treaty of Paris officially ended
the Revolutionary War, recognized the independence of the United States, doubled the
territory of the country and secured important fishing rights. Equally importantly, it
marked this nation's first successful negotiated peace, and our entry onto the stage of
world diplomacy.

Specific terms of the Treaty of Paris In the treaty, "His Britannic Majesty acknowledges
the United States...to be f{ree sovereign and Independent States." In addition, Great
Britain recognized the claim of the United States to all the land south of Canada, east
of the Mississippi, west of the Appalachians and north of Florida — all or part of what
is today the states of Minnesota, Wisconsin, Michigan, Illinois, Indiana, Ohio, Kentueky,
Tennessee, Mississippi, Alabama and Georgia. The treaty also attempted to define
American fishing rights off Canada and to establish the border between Canada and
Maine, but unfortunately left room for future arguments on these points.

In the treaty signed at Versailles the French and Spanish negotiators at Versailles, who
agreed to officially end the war with Britain (The Netherlands, which also aided America,
signed a peace treaty with Britain the following year.) These important treaties
recognized Spanish possession of Florida and Minorca and French rights to fish off
Newfoundland, to trade in India and to fortify the port of Dunkirk. A number of islands
in the Caribbean changed hands and the next year the British accepted the return of
Ceylon (now Sri Lanka) to the Dutch.

Ratification: The Treaty of Paris was ratified by Congress, then sitting at Annapolis,
on January l4, 1783. Messengers bearing news of the ratification were immediately
dispatched to London and Paris. On May 12, 1784, Franklin, Jay, Adams, and Hartley
exchanged ratifications in Paris.

3117 HAWTHORNE STREET, N.W. WASHINGTON, D.C. 20008, 202-965-6116




THE NATIONAL COMMITTEE FOR THE BICENTENNIAL

The President

OF THE TREATY OF PARIS

Honorary Committee
of the United States of America Her Majesty Queen Elizabeth 11

The Vice President of the United States of America

Joan R. Challinor, Chairman
Thomas B. Adams

Mrs. Walter H. Annenberg
William P. Blair

Kenneth E. Boulding

Kingman Brewster

Ellsworth Bunker

Henry Steele Commager
Frazier Draper

William H. G, FitzGerald
Marie-Louise Friendly
Ambassador Evan Galbraith
Ambassador Allan Gotlieb
Bishop Thomas J. Gumbleton
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U.S. CELEBRATES TREATY OF PARIS

President Ronald Reagan, in a proclamation signed August 11,
1983 has declared September 3 1983, the bicentennial of the signing

of The Treaty of Paris, to be a day of national celebration. The

treaty, which officially ended the Revolutionary War, and doubled

the size of the United States, is considered one of this nation's
three méjor bicentennial dates: 1776, the signing of the
Declaration of Independence, 1783, the signing of the Treaty of
Paris, and 1787, the writing of the Constitution.

The Treaty of Paris Committee is composed of internationally
distinguished citizens. Her Majesty Queen Elizabeth II and
President Reagan are co-chair of the Committee.

In conjunction with the proclamation National Endowment for
the Humanities Chairman William J. Bennett announced that the
endowment has awarded a major grant of $202,552 to the Treaty
of Paris Committee for a series of public education activities.

Five states: Delaware, Maryland, New Jersey, New York,

more
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Pennsylvania, and the District of Columbia will receive funds from the Committee

to underwrite Treaty of Paris-related activities in their states.

Events planned for September 3 include fireworks in Annapolis, where the

Congress which ratified the treaty was sitting, a parade by reconstituted units of
the Revolutionary Army up the Champs Elysees, in Paris, and bell-ringing in
Philadelphia, New Yérk and Williamsburg, Virginia. The Treaty of Paris balloon,
which features the Treaty of Paris Committee seal, and the flags of the United
States, Great Britain and France, will fly in Philadelphia on the 3rd. On September
2, the Postal Service will issue a Treaty of Paris Stamp featuring the balloon. The
stamp will be issued on the Mall, and also in the State Department room in which
the table on which the treaty was signed can be seen.

According to Dr. Joan Challinor, Chairman of the Committee: "The National
Committee for the Bicentennial of the Treaty of Paris has four goals: we want to
mark the abiding friendship between Great Britain and the United States; to
celebrate our continuing" status as an independent nation; to increase public
knowledge of this historic Treaty and to pay tribute to the importance of diplomatic
negotiations. Wars do not end on the battlefield, but at the peace table. In a
world in which diplomatic negotiations play an increasingly important role, we need
to publicize the first and most important peace treaty ever signed by the United
States."

Commenting on the humanities endowment grant, Bennett said, "The
bicentennial of the great treaty that recognized our status as a sovereign nation
reminds us of our responsibilities in the world. As citizens study the Treaty of
Paris and related matters in educational programs supported by the humanities'
endowment, we hope that they will gain an understanding of the role of diplomacy
in American history. We applaud the initiation of this excellent project by the

National Committee for The Bicentennial of the Treaty of Paris."

more
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Activities celebrating the Treaty of Paris are planned throughout the country

through Spring of 1984. They include symphonies, a ballet, symposia on the Treaty

and the importance of diplomaey, films and public service announcements for

television and radio. Extensive public reading and discussion programs tied into the
Treaty of Paris are being offered by the humanities councils of the five states and
the District of Columbia as part of their grant-related activities.

In addition the Committee has developed an exhibit for use in schools, libraries
and museums to help educate students and adults about the importance of the
Treaty in American history. More than 600 institutions across the country are
planning to display the exhibition, which consists of a Treaty of Paris Poster, a book
containing a replica of the original hand-written Treaty and a brief introduction to
the treaty; a 19" x 25" replica of the first printed copy of the Treaty; a 1784 map
showing the new American boundaries established by the treaty. Organizations
interested in the exhibit will be able to purchase it for $40.

# # #

NOTE ATTACHED:
l. Fact sheet on the Treaty of Paris
2. Schedule of Treaty of Paris Events as of 8/10/83. Events

are by country and date.
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AUGUST 8, 1983

The Washington Post

AN INDEPENDENT NEWSPAPER

Another Bicenténni al

F YOU'VE BEEN biding your time between the

independence bicentennial in 1976 and the 200th
anniversary of the Constitution to be celebrated in
1989, you may not have focused on an important
anniversary to be celebrated this year. It is the
bicentennial of the Treaty of Paris, America’s first
diplomatic victory as a nation.

Historians point out that declaring independence
is not necessarily achieving it. The brave sentiments
published on the Fourth of July, 1776, were vali-
dated by the nations of the world only when the
peace treaty was signed seven years later in the
French capital. Fortunately, our negotiators at the
conference were of a star quality. Benjamin Frank-
lin of Pennsylvania, John Adams of Massachusetts,
John Jay of New York and Henry Laurens of South
Carolina achieved a settlement that did more than
bring the War of Independence to an end and es-
tablish the American colonies as a free and separate
nation, The agreement also established borders that

doubled the size of the new nation and incorporated
all or part of what is now Minnesota, Wisconsin,
Michigan, Illinois, Indiana, Ohio, Kentucky,
Tennessee, Mississippi, Alabama and Georgia. This
land had never been conquered or occupied and was
won at the bargaining table.

Celebrations of the bicentennial have been
planned for Washington, Paris, London, Boston,
Philadelphia and countless communities across the
country. They include Smithsonian exhibitions,
concerts, scholarly conferences, parades, speeches
and even balloon rides. But on this anniversary we
commemorate more than a political victory and the
acquisition of territory. It is a reminder of our first
effort, as a nation, in the world of international di-
plomacy. It is an occasion to reflect on our commit-
ment to the peaceful settlement of disputes, on the
value of diplomacy over war and on our responsibil-
ity as a people to continue what Franklin called
“the best of all works, the work of peace.”
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CONFIDENTIAL

RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND MR.PAUL VOLCKER,

CHAIRMAN OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM AT

THE FEDERAL RESERVE BUILDING, WASHINGTON, ON THURSDAY, 29 SEPTEMBER

1983 AT 1000 HRS

Present:

Prime Minister Mr. Paul Volcker
Sir Robert Armstrong

Sir Oliver Wright

Mr. F.E.R. Butler

The Prime Minister invited Mr. Volcker to comment on recent

developments in the United States economy. Mr. Volcker said

that the real economy was doing well; that recent monetary figures

had been back on course; but that the fiscal deficit was too big.

The Prime Minister said that she was worried about the deficit.

Mr. Volcker agreed: in his view the deficit was a time-bomb. The

Administration believed that economic growth would itself reduce

the deficit: he did not find this argument plausible. But the
President's speech to the IMF, though admirable in its support

for the Bill to increase the resources of the IMF, had made clear
that the Administration did not intend to take action to reduce

the deficit through increases in revenue. They held the surprising
view that, if the Administration was starved of revenue, the Congress
would act to bring down expenditure; but there was no evidence that

this would happen.

CONFIDENTIAL /Mr. Volcker
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Mr. Volcker said that he did not share the complacency

about the world debt problem of which he had recently seen signs.
In his view it would continue to be difficult for at least another
year. After Brazil, Mexico and Argentina, problems were coming up

with Venezuela, the Philippines and Nigeria. Venezuela was in his

view/QOEase for official assistance, and it should be possible to

take action to deal with the other cases, although political
difficulties made Argentina a cause for anxiety. On the immediate
question of Brazil, he hoped that the British Government would
withdraw the reservations expressed by the Chancellor of the
Exchequer and take part with other members of the Group of Ten in
providing export credits to fill the remaining gap in financing up

to the end of 1984.

The Prime Minister said that the British Government

were already playing their part in re-scheduling at some cost its

borrowing requirement, and she did not wish to add further to this
the

burden. She had understood from Mr. de Larosiere that /new Government

money had been obtained. Mr. Volcker said that the Group of Ten

had authorised Mr. de Larosiere to make this statement. Although

the Chancellor of the Exchequer had entered reservations about

Britain's part, he hoped that this would not be the final word since

the package would be better balanced if Britain took part. Further

export guarantees would not cost anything if all went well. It was
in order

necessary, /to reinforce the Brazilian Government's attempts to put

the IMF programme through, to be able to say that the necessary funds

would be available if they did so. They had already lost bridging

funds through delay in complying with the programme: provided that

CONFIDENTIAL [ they
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they got the programme through, IMF money would be made
available in November and used to repay the Bank for
International Settlements (BIS), and new money would be
available from the commercial banks in December which would
enable them to go forward. But the programme was very tough
and if they could not get the programme through, no money

would be made available and there would be default. The
banking system would be able to bear such a default by itself,
but it would make defaults by other countries more likely.

In his view the monetary creation which would be necessary to
see domestic banking systems through would be more inflationary
than actions taken now to prevent default. He therefore hoped
that the Prime Minister would give further consideration to

the British Government's position on Brazil. The Prime Minister

said that she had taken note.

[z R.B.

29 September, 1983
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RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND TREASURY

SECRETARY REGAN ON THURSDAY, 29 SEPTEMBER AT 1045 HRS AT THE

DEPARTMENT OF THE TREASURY, WASHINGTON

Present:

Prime Minister Secretary Regan
Sir Robert Armstrong Deputy Secretary McNamar
Sir Oliver Wright Under Secretary Sprinkel

Mr. F.E.R. Butler Assistant Secretary Leland

The Prime Minister said that she would like to start

with the subject of unitary taxation because she was desperately
worried about it. Representatives of the United States multi-
nationals who had attended the Ambassador's dinner on the
previous evening had shared her concern. If governments could
not reach agreement on double taxation arrangements, they could
not reach agreement on anything. There was a basic principle
that countries taxed only the income arising in their own
territory. If the United States Government went beyond this

it would play into the hands of those in Great Britain who

were arguing for wider action against multi-national companies,
and also into the hands of developing countries who would try to

make up their aid receipts through taxation of multi-national

companies. She therefore felt that the decision not to

intervene in the Container Corporation case was a bad decision
in political terms, which might turn out to be an own goal for
the U.S. Administration. It should not be supposed that by setting

up the Working Group, the issue had been kicked into the long

/grass:
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grass: it was essential that the Working Group should reach

conclusions quickly and consult a representative range of

interests.

Secretary Regan said that there would be a first

meeting of the Working Group in the following week. It was

not possible to include non-US citizens, but the head of the

U.S. subsidiary of a major British firm was being invited to

join as well as the heads of some U.S. multi-nationals,
representatives of groups opposed to unitary taxation, the
Governors of some States (including Illinois) and representatives

of State legislatures. The Container Corporation case had

not established that foreign multi-nationals could be subjected

to unitary taxation: an earlier Woolworth case had suggested
that they could not. But cases would be coming up in relation
to Alcan, Royal Dutch and EMI within the next few months and

if the case went in favour of unitary taxation in the Appellate
Court, the Administration would probably file an Amicus Curiaé

brief in the Supreme Court.

When the Prime Minister questioned the word

"probably'" Secretary Reagan said that he had only used this

adverb because the Administration did not want to announce
its intention in advance of the verdictof the Appellate Court.
But he could promise that if the Appellate Court hearing came
out with the wrong result, the Administration would file an
Amicus curiae brief. One of the President's problems was

that State Governors form part of the electoral college, and

the President's relations with them were sensitive in advance

/of the
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of the Election. It was also uncertain how much cost to
companies was at stake. T he figure of $650 million had been
quoted, but this applied only to domestic companies: one of the
discussions of the Working Group would be to find out what the
figures were. But a company would be exempted if its accounting
structure was sufficient to demonstrate an arms length
relationship between a subsidary and its parent or, failing this,

it could produce records which justified its transfer pricing.

The Prime Minister commented that she did not see

why a multi-national company should have to open its books

to a State Tax Authority in this way. The costs of compliance
would be enormous. Also, it would be difficult for companies to
calculate what the costs of unitary taxation might be when

the extent of the repercussions was unknown and the way in

which the tax might be applied was uncertain. Secretary Regan

said that the decision against filing an #micus Curiae brief

in the Container Coporation case had been taken by the President,
after advice from the Solicitor General that there was less than
one chance in ten that it would do any good. He was hoping that
the Working Group would produce, prior to the hearing of the
Alcan or Shell cases a model law which might provide a
satisfactory compromise and influence the outcome of those

cases. Such a compromise might be that unitary taxation only
appliéd on profits within the United States and would not
require companies to open their books about their activities

beyond the water's edge.

In answer to a question from the Prime Minister whether

/such
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such a system would transgress the double taxation agreement or

involve a company in paying more total tax, Assistant Secretary

Le.land said that his provisional view was that a unitary

taxation system which did not go beyond the water's edge would
be consistent with the Double Taxation Treaty. It should not

involve companies in paying additional taxation. Secretary Regan

added that half the tax was anyway met by the Federal Government,

since State taxation was deductible before Federal tax was charged.

The Prime Minister said that it would be helpful

if the United States Administration could make a firm public

statement that they were opposed to unitary taxation. Secretary

Regan said that it would be difficult for the President to make

such a statement since the Supreme Court had found that it was
legal for the States to levy tax on this basis. But there were
other forms of pressure upon the States. The States were banned
by the US Constitution from taking action which interfered with
international relations, and it was clear from the present
conversation that unitary taxation was damaging international
relations. Also, States were in competition for overseas
investment, and some States were already advertising that they

did not apply unitary taxation to overseas companies. Deputy Sec-

retary McNamar added that a further route, if the Supreme Court

case went against Shell or Alcan,would be for those companies

to take action in the International Court of Justice on the
Cammerce

grounds that unitary taxation transgressed the Friendship,/ and

Navigation Treaty: the British Govermment could no doubt support

the companies in taking that action, but this would be a protracted

/and
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and tortuous process.

The Prime Minister emphasised again the

urgency of the matter. Secretary Regan said that he

would try to bring his Working Group to a conclusion within

two months.

The Prime Minister said that she was worried

about wider developments affecting the management of the
United States economy: the fiscal policy seemed close to
a reversion to Keynesism. She suggested that these matters

should be pursued at the working lunch.

(€er.
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SECRET

RECORD OF A CONVERSATION BETWEEN THE PRIME MINISTER AND THE PRESIDENT
OF THE UNITED STATES AT THE WHITE HOUSE AT 1137 HOURS ON THURSDAY,
29 SEPTEMBER 1983

Present : Prime Minister President Reagan

Mr. Coles Mr. Sommer

%k 3k ok 3k %K 5K %k %k %k %k

In a brief discussion of the situation in the Lebanon,
President Reagan said that the American Commander in the Multi-
National Force had said that if Suq Al-Gharb felt the position of
the American contingent would be intolerable. So the Administration

had taken the view that supportive action to prevent this happening
could be regarded as self-defence.

He was most appreciative of the fact that the British contingent
had been providing security at the location of the talks which were
now proceeding in the Lebanon. The Prime Minister commented that

she believed that this role was a very appropriate one. She had
been telling enquirers that the participants in the MNF must
work together. If one contingent pulled out unilaterally, a very
difficult situation would be created.

President Reagan said that the bill placing an eighteen month

limit on the presence of the American contingent had been passed
by a very substantial majority in the House yesterday and would be
before the Senate today.

The President then said that since this was the first time he
had met the Prime Minister since the Election result he wished to

convey his congratulations in person.

/ The Prime Minister
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The Prime Minister suggested that the discussion should turn to

the topics of East/West relations and arms control. Later in the

day she would receive the Winston Churchill Award and would be

making a speech with which the Administration would agree. She

felt that we had to make the most accurate assessment we could of

the Soviet system and the leadership. There was plenty of evidence
of the nature of both. But we all had to live in the same planet.

So it was necessary to attempt to establish a reasonable relationship.
When the repercussions of the Korean airliner incident had died down
the question would arise of when we resumed normal relations.

This would take time. The President had been right to insist that,
despite the incident, the arms control negotiations on Geneva should
continue. His speech to the UN General Assembly had been outstanding.

We needed to ask ourselves how we could influence Soviet thinking.
It was clear that we could not do so unless we had a reasonable

relationship.

President Reagan said that he had considered all these matters

when the Korean airliner incident had occurred. Some of the issues
concerning East/West relations had been discussed at Williamsburg.
But now was not a time when we should isolate ourselves from the

Soviet Union.

It was true that he had taken the view that arms talks should
continue but he did not believe that he had thereby done the Soviet
Union a favour because there was evidence that they were reluctant
to be at the negotiating table.

He felt most strongly that the talks should continue. It was
simply too dangerous for the world to live under the present nuclear
threat.

As regards the British and French strategic deterrents, these
had no place in the INF negotiations. With regard to START, the
United States would continue to negotiate. But if agreement was
reached on sizeable reductions on both sides it would be necessary

to make allowances for the strategic weapons of other countries.

/ The Prime Minister
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The Prime Minister said that the Soviet insistence on including

British and French deterrents was a device to divert attention from
the American proposal for deep reductions in strategic weapons.

The facile arguments about the inclusion of the British and French
deterrents were worrying. She was extremely wary of agreeing to
include the British deterrent in any negotiation until it was clear
what the result of that would be.

This matter had recently been discussed within the British
Government. Our strategic deterrent constituted an irreducible
minimum. We could not have less than four submarines. This
guaranteed that one would always be on station and that two would
be most of the time. This was the minimum requirement should we
ever be left alone. We did not expect to be put in such a position
but it was possible that the Soviet Union would try to pick off

NATO countries one by one.

She and the President were agreed that the British strategic
deterrent could not be included in INF. As for START, our deterrent
constituted only 2% of the numbers of Soviet strategic weapons.
Unless the American and Russian holdings of strategic weapons were
reduced to some 10 or 20% of what they were at the moment, our own

weapons were almost immaterial.

Senator Glenn had raised this matter at her breakfast meeting
with the Senate Foreign Relations Committee. She had pointed out
that the inclusion of the British deterrent would mean that the
United States could not have parity with the Soviet Union. Would
Congress agree that the United States should have less than parity?
Furthermore, if we and the French decided to increase our present

e
numbers of weapons, the American holdings would have to?cut down

by the equivalent amount. It was doubtful whether France would

agree that the United States should determine how many weapons France
should have. She was most anxious that people should not fall for
the glib formula that our strategic weapons should be included.

If the Soviet Union was really interested in strategic reductions
they should take up the American proposals. If negotiations resulted

in very sizeable reductions and there were comparatively few weapons

/ of this kind
SECRET




SECRET

S AHE

of this kind left,then, in this totally different world, we should
have to consider the position of the British and French deterrent.

But this did not arise now.

NATO was a defensive, not an aggressive organisation. The
Soviet Union had used force in the past. It was possible that it
would try to pick off the allies singly. So each country needed
its own means of defence. It would be a mistake to arrive
inadvertently at the position where the United States had less
than parity with the Soviet Union. She had recently explained
all these matters to the Prime Minister of the Netherlands. She
hoped that the American Administration would be very cautious in
its references to British and French deterrents. President Reagan,

who appeared to accept these arguments, said that they would be.

With regard to START, a complex situation had arisen. The Americans
had wished to attempt first to deal with the problem of the large
land-based missiles. These were the destabilising elements and those

which people most feared. But the Soviet Union was more dependent

than the United States on land-based missiles. Washington could not
dictate to Moscow what its mix of weapons should be. So the negotia-

tions would become more complex.

The Prime Minister said that one point of concern to her was

that the Soviet Union was negotiating through public statements
and not at the negotiating table. Andropov's reference to the
liquidation of SS20s had turned out, when checked in Geneva, to

concern getting rid not of missiles but of launchers.

The INF negotiations would enter a difficult phase when we
started to deploy Cruise and Pershing. There was no doubt that
the United Kingdom and Germany would deploy at that time.
President Reagan said that the Germans had just told him privately

that they. would be delaying their Bundestag debate until 21 November.
This delay caused great concern. The Prime Minister said that

Mr. Andropov's statement of 28 September on foreign policy was
clearly designed to influence public opinion in Germany in the wake
of the Elections in Hesse and Bremen. President Reagan said that

he agreed with the Prime Minister that Chancellor Kohl was firm in
his attitude but he was not so sure about the people around him,
for example, Mr. Genscher.

/ He was convinced
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He was convinced that the whole Soviet strategy had aimed
at preventing deployment. When this failed, they might start to
negotiate seriously. But two points worried him. First, the
Russians were apparently paranoiac¢ about their own security.
Did they really feel threatened by the West or were they merely
trying to keep the offensive edge? Secondly, he had always assumed
that in the Soviet Union the Politburo controlled the military.
But did the fact that the first public comments on the Korean airliner
incident had come from the military indicate that the Politburo

were now intimidated by the Generals.

The Prime Minister said that she believed that the Soviet Union

did worry about its security but its present military posture went
far beyond its defensive needs. There had been no need for the
Soviet Union to march into Afghanistan. Nor were their attempts to
extend their influence into Africa and Central America necessary.

She had recently held a discussion with eight academics who
specialised in the Soviet Union. In answer to her question, they
had expressed the view that there was very little scope for change
in the Soviet Union because of the nature of the Soviet system.
But she wished to revert to the question of how far we could
influence the Soviet leadership by developing contacts with them.
She had seen a recent report about the American concern to resume

a dialogue with Moscow.

The President said that the main reason why the Russians were

at the negotiating table in Geneva was the build-up of American
defences. The Russians would not be influenced by sweet reason.

If they saw that the United States had the will and the determination
to build-up its defences as far as necessary, the Soviet attitude
might change because they knew that they could not keep pace.

He recalled a cartoon which had Brezhnev saying to a Russian General

"I liked the arms race better when we were the only one in it'".

When it was fully borne in upon the Soviet leadership that they could
not match the American arms build-up they might conclude that it was
better to negotiate in an attempt to retain parity. He believed that
the Russians were now close to the limit in their expenditure on

defence, Their internal economic difficulties were such that they

/ could not
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could not substantially increase the proportion of resources devoted
to military expenditure. The United States, on the other hand, had
the capacity to double its military output. That was its strength.
The task was to convince Moscow that the only way it could remain
equal was by negotiation. They could not afford to compete in

weaponry for very much longer.

The Prime Minister repeated that we were entering a difficult

phase of the INF negotiations at the end of this year. We must
then stay calm and make it plain that we still wanted to negotiate.
She agreed that only when there was a rough equality of armaments
could the negotiations take place on a basis of mutual respect and
mutual interest. The Russians would respect the fact that we had
deployed Cruise and Pershing. There would be a mutual interest
because of economic pressures. She hoped there would be a mutual
will to negotiate. We did not wish the Russian leaders to retreat

into their blinkered, isolated world, refusing to talk. But when

would it be right to resume a dialogue?

President Reagan said that he had seen Ambassador Dobrynin

some time ago. He had told him that words were not enough. There
were things on offer in Washington. But to obtain them the Russians
must first display their good intentions by deeds. He had invited
Moscow to demonstrate by deeds that it really wanted a good
relationship. It would then see a response. This had produced

a little movement. But there was still a need for Moscow to show
that it could do more than talk. It must meet some of the American
appeals on such matters as the violations of the Helsinki Agreement,
policy on emigration and individual cases such as that of Anatoly

Scharansky.

The Prime Minister said that it was worth reflecting on how

the Geneva talks should be pursued between now and the end of the
year., It might be better to proceed by way of quiet negotiation
than by public statement and counter statement. President Reagan

said that the American objective was to negotiate. They would be
patient until deployment occurred and then Moscow would have real

reason to negotiate. On resuming contacts part of the tragedy of

/ the Korean
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the Korean airliner incident was that the Russians would now have to
make a move before dialogue could be resumed. They should, for

example, accept responsibility and offer compensation.

The Prime Minister commented that the handling of the incident

was the first real evidence of the character of Andropov. President

Reagan said that one Soviet lie had followed another. They had first

claimed that no aircraft had been shot down, then that it was a spy

plane.

The Prime Minister said that she was still mystified that the
aircraft had been so far off course. President Reagan said that

he had been too until he had seen a television programme in which
senior pilots had made it plain that the computer could only give
back what was put in. If the wrong information was inserted, the

computer could not make corrections. The Prime Minister said that

she thought this demonstrated a need for a failsafe mechanism.
Another worrying aspect was the nature of the command structure and
the rules of engagement revealed by the incident. President Reagan

said that Soviet planes had frequently strayed over the Soviet Union.
A Cuban plane had been detected over a submarine construction yard.
No-one had shot at it. Soviet paranoia was again at work in the
handling of the Korean airliner incident. All aircraft excent Soviet
alrcraft had international channels for communication. The Russians
refused to use these channels because it would make it easier for
people to defect. If their first response had been to apologise to
the world and offer compensation they would have gained great credit.
The voices of those who favoured reasonable dialogue with Moscow
would have been heard loud and clear.

The Prime Minister said that it was in our interest to have

a reasonable relationship provided it did not jeopardise our security.

President Reagan commented that it was always necessary to remember

that we were dealing with people who were not like us. Gromyko had

even told Shultz in Madrid that if necessary the Soviet Union would
repeat their action. So the West must be strong. But America would

do its best to make the Soviet Union see that it did not have

offensive intentions and was not trying to obtain a first-strike
capability. Nothing could have been fairer than the zero option proposal .
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The Prime Minister said that the President had been right to

persuade Congress to allocate more money for chemical weapons.
The West had disarmed in this field without a response from the
Soviet Union. President Reagan said that the Soviet Union had used

chemical weapons in Cambodia and Afghanistan. One member of an
Afghan delegation whom he had received had shown him the effects of
chemical warfare on his own body. The Prime Minister said that she

had been impressed by the anti-chemical warfare techniques adopted
by the British Forces in Germany whom she had visited last week.
The fact was that the West had no deterrent in this field.
President Reagan said that various deserters from the Soviet Armed

Forces in Afghanistan had confirmed, when interviewed separately,
that every Soviet unit in Afghanistan was equipped with chemical
weapons. Some had said that they had deserted both because of the
nature of these weapons and because they had been ordered to kill
women and children. World War II had provided a lesson - each side
then knew that the other side possessed chemical weapons and had

therefore not used them.

Turning to Central America, the Prime Minister said that we

had consistently tried to support the Administration's policy.

We had frequently quoted the President's April speech setting out
his objectives. We had also given support by sending observers to
the E1 Salvador elections. But American policy was still not
understood in Europe though the visit of Vice-President Bush had
been very helpful in this respect.

On Belize, we had decided that we could not take out our troops

at the end of this year. (The President commented ”Bless'you!”).

But we should have to remove the garrison some time and within

18 months. This would be after the American Elections and after

the Elections in Belize in February 1985. For various reasons we
were unhappy about the presence of the garrison. While it was there
Belize would not negotiate seriously with Guatemala. We would tell
Mr. Price of our decision and press him to negotiate. Meanwhile,
British and American officials ought to discuss arrangements which
could ensure Belize's security after British withdrawal.

/ President Reagan
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President Reagan said that he was impressed by Mr. Price.

Guatemala had said during the Presidency of Rios Montt that all
it wanted was access to the sea. He agreed that American and
British officials should hold discussions as proposed by the

Prime Minister.

The Cubans had 2,000 military advisers in Nicaragua. But they
also had several thousand teachers there who had set up schools in
villages where there had previously been no education and were

spreading communist propaganda among the young. The Prime Minister

said that we should give more publicity to these things. The President

said that there were too many people in the American media who engaged
in dis-information. The Washington newspapers and the television

news broadcasts were terribly slanted and carried out propaganda for
the other side. E1 Salvador had not been in the news for a long time -
because the Government was winning. At an earlier stage there were

nightly stories told from the viewpoint of the guerrillas.

The Prime Minister said that she had seen Mr. Duarte a while

ago. His main point had been that if democracy were not seen to
work after the next Elections in E1 Salvador, then people would lose

heart.

On another matter, she wished to ask that the President should
think very carefully before the United States resumed the supply of
arms to Argentina. A decision in this sense would simply not be
understood in Britain. The President said that he understood the

Prime Minister'gico cern but there would be great pressure for the

e
“r*if a civilian regime were established in Buenos Aires.

resumption of arms

L

The t@te-a-t&te conversation ended at 1235 hours and was

followed by a working lunch.

29 September 1983
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.~ RECORD OF A CONVERSATION AT A WORKING LUNCH GIVEN BY THE PRESIDENT OF
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) '~ THE UNITED STATES FOR THE PRIME MINISTER AT THE WHITE HOUSE AT
1240 HOURS ON THURSDAY, 29 SEPTEMBER 1983

Present: Prime Minister President Reagan
Foreign and Commonwealth Secretary Mr. Shultz
Sir Robert Armstrong Judge Clark
Sir Antony Acland Mr. Regan
Sir Oliver Wright Mr. Louis
Mr. Butler Mr. Burt
Mr. Coles Mr. Thayer

Mr. Fall Mr. Sommer

% 2k 3k 3k >k ok 5k k >k %k

Following introductory remarks by President Reagan, the
Prime Minister suggested that the two Foreign Ministers should

indicate the ground which they had covered in their own discussions.
The Prime Minister then summarised the téte-a-t&te conversation
which she had just had with the President. Most of the time had
been devoted to East/West relations. It had been agreed that there
was a need to resume the dialogue with the Soviet Union though not
necessarily at the highest level. On arms control, she had
explained to the President our concern about the rather facile
arguments that the British and French deterrents should be included
in the arms negotiations. If they were ever included in the START
negotiations, the implication was that the United States would have
less than parity with the Soviet Union. Mr. Shultz agreed.

The Prime Minister said that the Russians were putting forward

this proposal to confuse the issue and to avoid a serious negotiation
on reducing their own vast strategic arsenal. START should concentrate
on deep reductions; if the negotiations were successful then there
would be a different world.

She had also discussed with the President the question of

Belize. She had told him of British support for American policy in
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Central America. She had also emphasised that if the Americans
resumed arms supplies to Argentina, this would not be understood

in Britain.

Earlier she had spoken to Mr. Regan about the unitary taxation
issue with regard to which we had serious objections. Some of the
heads of US multi-nationals with whom she had dined on the previous
evening seemed to agree with our views. (At this point the President
left to take a telephone call). Mr, Regan said that he understood

the Prime Minister's views about unitary taxation.

The Foreign and Commonwealth Secretary said that he had been

in close touch with Mr. Shultz about the situation in the Lebanon.

The immediate task was to arrange for the supervision of the truce

by observers. Yesterday he had seen the Syrian Foreign Minister.
Syria was clearly riding high. It recognised the need for supervision
of the truce but was not prepared to agree to UN observers. It was
not yet clear whether the Soviet Union would obstruct UN action.

The Prime Minister said that she wished to look a bit further
ahead in the Middle East. When Britain had departed from Palestine
the idea had been that Palestine should be partitioned. The fact
was that the area now occupied by Israel constituted the whole area

of the former Palestine. Jordan feared that

as more .and more Israelis settled on the West Bank, the Arabs
would be pushed back into Jordan and Palestinians would enter Jordan
from other countries. If this happened, Jordan would have no future.
The Hashemite monarchy would fall. We should have lost a great
friend of the West and one of the few moderates. Following the fall
- of the Shah, the reputation of America would be very considerably
affected. She therefore hoped that the United States would consider
the Jordan factor most carefully,

Mr. Shultz said that when President Reagan had devised his
initiative on the Middle East it had been recognised that the problem

was partly Israeli policy but that the major problem was to get the
Arabs to the negotiating table, accompanied by Palestinian

representatives who were ready to talk to Israel. Until this could
be done, it would be difficult to persuade Israel to modify its policy.

/ Hussein
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Hussein had been in principle ready to sit down with the Israelis

but naturally had to be careful about the circumstances. Hussein

and Arafat had almost reached agreement in April but this had been
torpedoed by Syria which was determined that there should be no peace
process that was not controlled by Damascus. Syria had then caused
chaos in the Lebanon and thereby might have made Israeli withdrawal
more difficult. It was therefore clear that Syria was a large part
of the problem. Somehow it must be cut down to size.

The Prime Minister agreed that Syria had blocked many peace

efforts. (At this point the President returned and the Prime Minister
reiterated her concern about Jordan). Israel was now establishing
more and more settlements as a matter of policy. One day there would
be an Israeli majority on the West Bank and it would be incorporated
into Israel. This would destabilise Jordan - and it was perhaps
Israeli policy to achieve this. The Israelis argued that Jordan was
Palestine. This was not true. Attention was inevitably focussed on
Lebanon at the moment but we should not lose sight of the threat to
Jordan. We must not let down Hussein who was shrewd and courageous.

The integrity of Jordan must be maintained.

Mr. Shultz said that the President had earlier agreed with

King Hussein that if he showed a readiness to negotiate with Israel,
then the Americans would strenuously urge Israel to announce a
modification of its settlement policy. But the factors he had already
described had prevented this. The Prime Minister said that if things

were simply left as they were, Jordan would disappear. Mr. Shultz

said that it was not the intention to acquiesce in the present
situation. America wanted to start a peace process but the situation

in Lebanon prevented this for the present.

President Reagan said that he shared the Prime Minister's

feelings about King Hussein. If it were possible to re-start the

peace process, he felt that Israel must exchange territory for

secure borders. He was sure that King Hussein did not wish to have

the West Bank back and its Palestinians incorporated in Jordan.

Therefore the aim should be a federation with the West Bank which

/ was autonomous
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was autonomous but not a separate State. It would be for Jordan to

cuarantee that that autonomous unit did not become a threat to Israel.
America could not impose such a settlement but the whole peace process
depended on Israel being willing to give up territory for security.

The Prime Minister commented that Israel's willingness to do so

was in doubt under the present Government. The Foreign and Commonwealth

Secretary said that the continuing process of Israeli settlement made
the prospects for peace more remote. Mr. Shultz commented that Arabs

still outnumbered Israelis by ten to one on the West Bank. The
Foreign and Commonwealth Secretary said that every time we in the West

appeared to condone the settlement policy Israel was encouraged to

proceed. Mr. Shultz said it was not yet properly realised that the

President's proposals had stated that if Israeli settlements fell
within the jurisdiction of the autonomous unit on the West Bank, the

settlers would, if they chose to remain there, have to accept that

jurisdiction.

The Prime Minister said that the President's initiative had been

excellent but it had been announced and then nothing much had happened.
The fact was that Israel was defying the President's wishes.
Mr. Shultz said that the problem was how to tackle Israel. Railing at

Israel was no better than railing at Syria. The analysis of

American experts was that the right announcement by King Hussein
that he was ready to negotiate would have an electric effect in
Israel. The Prime Minister said that there were Palestinians who

could be viable negotiating partners, She had refused to allow a
PLO representative in the Arab League Delegation which had visited
London but a Palestinian called Walid Khalidi had been most impressive.

President Reagan said that earlier every Arab State except

Egypt had denied Israel's right to exist as a nation. But American
efforts had moved the Arabs a long way towards recognising Israel's
right to exist. He did not believe that Israel could continue with
the present combination of enormous military expenditure and fund-
raising drives. The exchange of territory for security would mean
that they would not live for ever in an armed camp. He agreed that

Jordan held the key. The problem with Palestinian representatives

/ was that
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was that those who were prepared to stand up without the PLO did not
live very long. There had to be security for right—thinking

Palestinians.

The Prime Minister asked whether Mr. Regan would say a few

words about the US economy.

Mr. Regan said that the question which preoccupied the

Administration was when a sizeable deficit began to affect investment
and slow down recovery. He judged that this would not occur in the
next twelve months. DBusinessmen were awash with cash as a result

of the tax policies and the economic recovery. They could finance
themselves over the next year. He did not share the prediction of many
people that the American deficit would reach $200 billion. If real
growth of 4% - 5% could be maintained over the next twelve months,

then 10% nominal growth in GNP should be achievable. A deficit next
year of $165 - $170 billion dollars could be reasonably prophesied.

If money supply were kept within the intended bracket of 5 - 9%, then

it should be possible to sustain real growth of 4% - 5% without
inflation. However, the deficit was huge and it would be necessary
to come to grips with it eventually. If growth did not deal with
the deficit then it would be necessary to cut spending or raise

revenue. He preferred the former.

The Prime Minister commented that if Mr. Regan was right in his

analysis, then interest rates should soon fall. Mr. Regan said that

we should not look at prime rates. Large corporations were borrowing
at 10 - 1034%. Brokers' loans were paying only 10 - 10 1/8%. The
Prime Minister said that this was a very high rate for small

businessmen. High interest rates were our worst problem and were

reining back recovery.

Mr. Began said that he believed that the increase in the

American trade deficit was due to global factors. A fear of an
escalation in the Iraq/Iran conflict, and a consequent interruption
of the oil supply, had driven oil companies to acquire much larger
reserves than usual. Over 60% of the US trade deficit last month

had been due to a sharp increase in oil imports.

/ The Prime Minister
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The Prime Minister said that she thought that the aim should

be to get interest rates down to 3 - 4% in real terms.

The President said that certain banks were now making available

large sums for home mortgages at 9.9%. He had recently seen a TV
advert offering car loans for 8.8%. Another factor keeping interest
rates high was the fear that artificial stimulation might be used,
as in the past, to bring the economy out of recession. People were
not yet quite sure that it was possible to obtain growth without
inflation. But inflation had been 2.6% in the last twelve months
and this was the lowest for twenty three years. The need was to
convince people that the recovery was real.

The Foreign and Commonwealth Secretary said that the very size

of the deficit posed the risk of inflation taking off again.

The discussion ended at 1335 hours.
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EXTRATERRITORIALITY AND THE EXPORT ADMINISTRATION ACT

e You said last night that you thought that the London
briefing was unclear.

25 British and American officials have had endless
discussions over the years about ways of avoiding rows.
The Americans have never responded to practical proposals,
pleading constitutional, political and administrative
difficulties. This will continue, and future talks
between officials will be a waste of time,unless the
President instructs his people that they are to succeed.

S There is no need for the Prime Minister to go into
detail: I suggest she need make no more than the attached
points. Practical matters (eg the suggestion that Mr Dam
lead on the American side) can be handled between the
Secretary of State and Mr Shultz, or their representatives,
once the President has given the green light.

Ve

R Q Braithwaite

29 September 1983

Copy to HMA
Minister
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Members of PM's party
Minister (E)

Minister (C)

Mr. Walsh

Mr. Bottrill (HM Treasury)

Mr. Sheinwald
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PRIME MINISTER'S MEETING WITH
MEMBERS OF SENATE FOREIGN RELATIONS COMMITTEE:
UNITARY TAX

Please find attached the information on unitary tax which
you requested from the Treasury in London who passed the query

onto us.

g o

J. EXETER

September 29, 1983
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FOLLOWING FROM PRIVATE SECRETARY
PRIME MINISTER'S VISIT TO WASHINGTON

1. PRIME MINISTER'S TALKS AND LUNCH WITH PRESIDENT REAGAN TODAY AND
THE SECRETARY OF STATE'S PRE-LUNCH MEETING WITH SHULTZ ARE BEING
REPORTED SEPARATELY FROM WASHINGTON. FOLLOWING ARE POINTS WHICH AROSE
ON THE WAY TO LUNCH [N PRIVATE CONVERSATION BETWEEN SECRETARY OF
STATE AND SHULTZ.

BRITISH AND FRENCH SYSTEMS

2. SHULTZ RAISED THE QUESTION OF WHEN AND WHERE WE ENVISAGED
DISCUSSION OF BRITISH AND FRENCH SYSTEMS IN THE CONTEXT OF NUCLEAR
DISARMAMENT NEGOTIATIONS, HE HAD READ THE RELEVANT SECTIONS OF

THE SECRETARY OF STATE'S AND PRESIDENT MITTERAND'S SPEECHES TO UNGA,
BUT FELT THE NEED FOR SOMETHING THAT HE COULD SAY IN ANSWER TO THE
QUESTION HE HAD POSED., THE SECRETARY OF STATE EXPLAINED OUR POSTION
BRIEFLY AND UNDERTOOK TO LET SHULTZ HAVE A NOTE ON THE SUBJECT.

IN PASSING, THE SECRETARY OF STATE MADE IT CLEAR THAT WE WERE BY

NO MEANS COMMITTED TO PRESIDENT MITTERRAND'S |DEA OF F|VE=-POWER
TALKS: SHULTZ MADE CLEAR THAT HE HAD RESERVATIONS.

3. THERE WAS A BRIEF DISCUSSICN OF BRITISH AND FRENCH SYSTEMS ALSO
AT THE DINNER OF THE THE TEN ON 27 SEPTEMBER WHERE ELLEMAN JENSEN
SAID THAT WE SHOULD MAKE MORE USE IN PUBLIC OF THE ARGUMENT THAT IT
WAS NOT ACCEPTABLE FOR THE RUSSIANS TO BE LEFT WITH AS MANY MISSILES
AS THE REST OF THE WORLD PUT TOGETHER. THE SECRETARY OF STATE FEELS
THAT THIS COULD BE GIVEN A HIGHER PROFILE IN OUR PUBLIC LINE,

ARMS CONTROL/OUTER SPACE
4L, SECRETARY OF STATE DID NOT HAVE THE OPPORTUNITY TO RAISE, BUT
THE NOTE TO SHULTZ REFERRED TO ABOVE MAY PROVIDE A CONVENIENT PEG.
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ISRAEL/ I AEA |
5« SECRETARY OF STATE DEPLOYED THE ARGUMENTS IN HIS BRIEF, WITH

PART ICULAR EMPHASIS ON SAFEGUARDS. SHULTZ RECOGNIZED THEIR FORCE,
BUT INDICATED THAT THE POSITION WOULD BE IMPOSSIBLE TO HOLD IF
ISRAEL WERE TO BE SQUEEZED OUT OF THE ORGANISATION,

THOMSON

ADDITIONAL DISTRIBUTION
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YOUR MEETING WITH SECRETARY REGAN

Oty

WELCOME - RECOVERY IN U.S., EcoONOMY
- RECENT US MONETARY FIGURES CLOSER TO TARGET

EXPRESS CONCERN ABOUT -

US”"DOUBLE DEFICIT” - BUDGET AND BALANCE OF PAYMENTS

INTEREST RATES - EFFECT ON WORLD RECOVERY, PARTICULARLY
5Dk C.iSh

UNITARY TAXATION

REGRET DECISION AGAINST FILING AMICUS CURIAE BRIEF IN
CONTAINER CORPORATION CASE

AsKk THAT AMICUS CURIAE BRIEF SHOULD BE FILE IN FORTHCOMING CASES
INVOLVING FOREIGN PARENTS - SHELL, ALcAN, EMI

fisk THAT REGAN’S TRIPARTITE WORKING GROUP SHOULD

- [NCLUDE WIDE REPRESENTATION OF STATES (PARTICULARLY
[LLINOIS WHICH HAS A FAVOURABLE UNITARY TAX SYSTEM)

- INCLUDE FOREIGN MULTINATIONALS

- SET UP PANEL OF TRADING PARTNERS TO ADVISE, INCLUDING UK

WE LCOME
- PRESIDENT'S coMMITMENT TO BiLL INCREASING IMF RESOURCES

- AGPEEMENT




_2_
- AGREEMENT ON BORROWERS' Access (102% oF NEW QUOTAS WITH

VERY EXCEPTIONAL SECOND TIER UP TO 1257 - THIS WAS
BRITISH PROPOSAL)

BRAZIL (oNLY IF RAISED)

- BRITISH PLAYING PART IN PARIS CLUB RESCHEDULING
- NOT WILLING TO GO FURTHER ON NEW ECGD MCNEY

-  UNDERSTAND THAT PACKAGE HAS BEEN PUT TOGETHER TO COVER
$11 BILLION NEEDED UP TO END 1984

€ee.




With the compliments of
THE BRITISH EMBASSY

WASHINGTON, D.C.
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NOTE ON THE AMBASSADOR'S DINNER FOR THE PRIME MINISTER AND
AMERICAN INDUSTRIALISTS, 28 SEPTEMBER

1. The Prime Minister opened the discussion after dinner with

a description of British domestic economic policy. wIrhis had
been successful in its main objectives: reducing inflation,
bringing down interest rates, controlling the money supply,
increasing productivity, and encouraging growth. The trades
unions had been brought to be much more cooperative, and the
government would be passing further legislation to regulate
their activities. Nationalised industry was being sold off or
brought into a healthier condition: though there was still a
good way to go with steel and cars. Only unemployment remained
a serious and distressing problem. In the international field,
the main problem was debt. The developing countries now faced
three constraints on their growth: the burden of servicing

their excessive debt; the obstacles in the developed countries
to their exports, which made it harder for them to pay off their
debts (and incidentally damaged our own export prospects); and
at the root of all this the high interest rates in the United
States, which stemmed from US budget deficits, and which limited
the prospects for economic growth of America's developed partners
as well as the developing world. The Prime Minister said that
her own economic policies were based on the principle that
expenditure had to be paid for: the government had not been able
to get public expenditure down as far as it wished at the
beginning of its term: they had therefore reluctantly increased
taxation. To do otherwise was to mislead people into thinking
they could have something for nothing.

2. The Prime Minister spoke in particular of the damaging
consequences of protectionism; and of the effect which the spread
of unitary taxation in the United States could have both on the
interests of foreign governments and companies, and on the
interests of American companies. These remarks were greeted

with particular enthusiasm by the American industrialists.

3. After some welcoming remarks by Agricultural Secretary Block,
Mr Feldstein spoke. The performance of the American economy

had exceeded the best expectations of the Administration. Growth
was now running at 6%% and unemployment was down to 9%%. The
recovery should continue through- 1984 and beyond. His expectation
was that inflation would remain at about 4.6%. Government
expenditure had been brought down remarkably, except in the

fields of defence and social security (someone remarked at

this point that this was a very big exception). Nevertheless
there was no doubt that the huge budget deficits in prospect

were doing ''tremendous damage .... I don't know what the
Administration's position is any more'. The deficits would absorb
two-thirds of the net private saving for the next five years.

This was bound to keep up interest rates and there were three

bad consequences: the matching strong dollar had already resulted
in a trade deficit of $40 billion in the first eight months of
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this year; the expansion in the construction industry was

being dampened down; and business fixed investment was bound

to suffer because of worries about future deficits and interest
rates. Nevertheless there was danger in the conventional
wisdom that the Administration should act soon.