10 DOWNING STREET

LONDON SW1A 2AA

From the Private Secretary 26 March 1987

Many thanks for the thoughts in your letter of 18 March
on likely Soviet tactics on arms control during the Prime
Minister's discussions in Moscow, and for the enclosed paper
on Soviet perspectives on British Security Policy. These
are both welcome. I share your interpretation, on three
points in particular.

First, I agree that in discussions of conventional arms
control Soviet claims that "rough balance", or "sufficiency"
exists in Europe must be firmly rejected. The disparity in
major weapon systems is even greater than that in manpower.
And the greater the reductions in nuclear weapons the more
important it will be to redress conventional imbalances.
Soviet calls for agreed numerical or percentage reductions

which will not correct existing imbalances must be resisted.
As to negotiating tactics, we should not let MBFR wither on
the vine, as the Russians would undoubtedly like, without a
satisfactory quid pro quo. Like you we have heard the
Russians may be preparing to launch a new proposal on
conventional arms. We must not be wrong-footed in our
public response. But a UK pre-emptive bid is not on the
cards, given the stage we have so far reached in discussion
within the Alliance.

Second, I agree that a main Soviet concern is the US
SDI programme. The problem here is, of course, the
difficulty imposed by the widespread public knowledge of the
US programme and the largely unacknowledged nature of the
Soviet programme. The Russians seem to bid for an end to
the US programme as a condition of reductions in strategic
weapons while remaining free to pursue their own BMD
activities. That is obviously an unrealistic posture and a
way through the problems will have to be found. One way to
achieve this would be for both sides to talk seriously about
the range and scope of their activities and thus reduce the
risk of unexpected and unwelcome surprises.

Third, I agree that the Russians have by no means given
up their attempts to constrain our own strategic deterrent,
notwithstanding their recent acceptance that the latter need
not be included as part of NATO'S LRINF. Our well known
conditions for considering a British contribution to arms
control remain unchanged. Finally, on INF linkages I agree




that the Russians may be prepared to accept that some way of
dealing with the present imbalances must be found. But
their way of doing so is rather blurry at present, and may
well turn out to be rather different to our own. As for
their ultimate aim of a completely denuclearised Europe,
that of course is something the Alliance cannot accept; our
defence will depend on nuclear deterrence for the
foreseeable future.

I am less certain than you that they will want to link
INF to the conventional imbalance; indeed, I would be
surprised if they were exactly eager to set such an obstacle
in the way of their "denuclear ambitions".

The Prime Minister is very grateful for all your help.

CHARLES POWELL

C. N. Donnelly, Esqg.




10 DOWNING STREET

LONDON SWI1A 2AA

From the Private Secretary
20 March 1987
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I enclose a copy of a letter I have received from Chris
Donnelly at Sandhurst on a number of arms control issues which
are likely to come up during the Prime Minister's visit to
Moscow. The letter is written in response to a direct request

from the Prime Minister for any advice which he wished to
offer.

{ I do not myself find that the letter offers us much that
|| we do not already know. But I should be grateful for a kindly
| response with some brief comments on his proposals.

I also enclose a paper which he has sent me from the
Institute for Defense Analyses in Washington on Soviet

Perspectives on British Security Policy. This appears to be
largely a compilation of Soviet views and statements, and does
not add much to the general sum of our knowledge.

\

S\

C D POWELL

Lyn Parker, Esq.
Foreign and Commonwealth Office




C N DONNELLY ESQ

SOVIET STUDIES RESEARCH CENTRE

THE ROYAL MILITARY ACADEMY SANDHURST

CAMBERLEY SURREY GUL5 4PQ
{Camberley 63344

Telephone Ext 346
{Camberley Military

10 DOWNING STREET
LONDON Swl 18 March 1987
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Thank you for your letter. By all means hang on to PHV's book till after
Moscow. A lot of material is coming out now, stressing some significant themes,
viz (a) conventional force reductions and (b) Trident. Our interpretation is

as follows:

1. We should expect Soviets to link INF not only to short range nuclear forces

but also to the conventional force balance.

2. There are far more real savings for both sides in conventional force

reductions than in nuclear reductionsa. It is in Gorbachev's interest to cut

defence resource allocation to enable him to improve his economy.

3. The Soviets have been keen to stress that in their opinion there is really a
conventional military balance in Europe, although they admit that there is some
assymetry as to who has which weapons. It is important to establish that we do

not accept their figures and to explain why.

4. Any new proposal might be expected to be for a percentage reduction on both

sides, rather than the previous unattractive Soviet proposals of reductions in

equal numbers.

B Given the current NATO-WP force structures, % reduction of overall troops

and equipment from teeth arm units (tanks, infantry, artillery, etc.) will




benefit the Warsaw Pact, i.e. if both sides have one million men, the WP has a
much larger % of its men in teeth arms and NATO has more in rear services. An
overall reduction of 10% teeth arm manpower on both sides will leave NATO
relatively weaker in combat power (and therefore more vulnerable to surprise

attack) »

6. Any % reduction on both sides reduces NATO's force:space ratio which makes

cohesive defence more difficult. The Russians already have a saturation of

force:space ratio (i.e. they have more troops than they can fit onto offensive
axes, given the nature of the terrain) and can well afford to reduce this.

There are many other complicating factors.

7.  Several small indications point to an early Soviet proposal on this issue.
Gorbachev has already prepared the military to expect this and it would be in
line with keeping pressure on the West and hindering too careful a consideration

of INF offer before decisions are made and announced.

8. Place and timing of proposal could be (a) at Vienna just before the PM goes
to Moscow, with the expectation of discussions on the subject in Moscow, (b) in

Moscow or (c) in Prague in early April.

9. Attack being the best means of defence, and the Russians being vulnerable to
surprise, the PM might like to get in first with concrete and specific proposals
on conventional force reductions and seize the initiative. It will annoy
Gorbachev to be pre-empted. However, no offer should be made for which we would
not welcome acceptance. The most likely response to an unwelcome offer is a

Soviet counter-offer, proposing something different.




10. Whatever future offer is made on INF, SRF or conventional forces, we remn
convinced that the Russian's main target will be to undermine support for the

continuation of SDI research.

11. Accompanying Soviet official statements that theydo not expect unilateral
disarmament moves, the UK Trident system is now coming under more flak as being

'pointless' or 'so called independent'. We expect this to come under pressure

down the lines.

12« If you have a surfeit of advice of this kind do please let us know. It is

not our wish to waste your time and ours sending you unnecessary letters.

13. I am sending under separate covegig paper for your interest. As far as the

interpretation of Soviet attitudes goes, we are in general agreement with it.

Please note the caveat on the covering letter.
LY
$
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Letter to the Prime Minister from Chris Donnelly
at Sandhurst: Arms Control

Thank you for your letter of 20 M}féh enclosing a
copy of a letter from Chris Donnelly at Sandhurst and a
paper on Soviet prospectives on British security policy.
As you say, there is little in Mr Donnelly's letter that
is new. I attach a draft reply along the lines you
requested. Mr Donnelly suggests that the Russians might
launch a new initiative on conventional arms control on
the eve of the Prime Minister's visit to the Soviet Union.
There have been numerous rumours to this effect and we
are preparing a response on a contingency basis.
Mr Donnelly's suggestion that the Prime Minister should
preempt this with a proposal of her own is, I fear, somewhat
over-ambitious. NATO is still far from agreeing on
concrete and specific proposals to redress the
conventional imbalance.

Mr Donnelly's point that the British deterrent will
again come under pressure is well taken. We have ample
evidence that, having first raised the issue in 1969,
the Russians are not going to drop it once and for all
in 1987, with or without an INF agreement. As you already
know, the brief for Moscow contains suitable material
to rebut Soviet demands and claims.

Yok el

~
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(L Parker)
Private Secretary

C D Powell Esq
PS/10 Downing Street
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Many thanks for the thoughts in your letter of 18 March
on likely Soviet tactics on arms control during the Prime
Minister's discussions in Moscow, and for the enclosed
paper on Soviet perspectives on British Security Policy.
These are both.welcome, I share your interpretation,

on three points in particular.

First, I agree that in discussions of conventional arms
control Soviet claims that "rough balance", or
"sufficiency" exists in Europe must be firmly rejected.
The disparity in major weapon systems is even greater
than that in manpower. And the greater the reductions in
nuclear weapons the more important it will be to redress
conventional imbalances. Soviet calls for agreed
numerical or percentage reductions which will not correct
existing imbalances must be resisted. As to negotiating
tactics, we should not let MBFR wither on the vine, as
the Russians would undoubtedly |like, without a
satisfactor¥ly quid pro quo. Tike you we have heard the

Russians may be preparing to launch a new proposal on
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conventional arms. We must not be wrong-footed in our
public response. But a UK pre-emptive bid is not on the
cards, given the stage we have so far reached in

discussion within the Alliance.

Second, I agree that a main Soviet concern is the US SDI
programme. The problem here is, of course, the
difficulty imposed by the widespread public knowledge of
the US programme and the largely unacknowledged nature of
the Soviet programme. The Russians seem to bid for an

end to the US programme as a condition of reductions in

strategic weapons while remaining free to pursue their

own BMD activities. That is obviously an unrealistic
posture and a way through the problems will have to be
found. One way to achieve this would be for both sides
to talk seriously about the range and scope of their

activities and thus reduce the risk of unexpected and

unwelcome surprises.

Third, I agree that the Russians have by no means given
up their attempts to constrain our own strategic
deterrent, not withstanding their recent acceptance that
the latter need not be included as part of NATO's LRINF,
Our well known conditions for considering a British
contribution to arms control remain unchanged.

Finally, on INF linkages I agree that the Russians may be
prepared to accept that some way of dealing with the
present imbalances must be found. But their way of doing
so is rather blurry at present, and may well turn out to

be rather different to our own. As for their ultimate
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aim of a completely denuclearised Europe, that of course
is something the Alliance cannot accept; our defence will

depend on nuclear deterrence for the foreseeable future.

I am less certain than you that they will want to link
INF to the conventional imbalance; indeed, I would be

surprised if they were exactly eager to set such an

obstacle in the way of their "denuclear ambitions".







10 DOWNING STREET
LONDON SWI1A 2AA

From the Private Secretary 16 March

I should have written before to thank you for your notes
about the Soviet proposals on INF and for the various articles.
The Prime Minister found these very helpful, both in deciding
our immediate position on the Soviet proposals (or acceptance
of Western proposals, as it should more accurately be described)
and for deciding how best to pursue these matters in her discussions

with Mr. Gorbachev at the end of the month. She was particularly

grateful to you for having come in to discuss the problem at
such short notice.

I have held on to Mr. Vigor's book "The Soviet View of
Disarmament”. If you agree I would like to keep this by me
until after the Moscow visit but will return it promptly thereafter.

Thank you again for all your help.

CHARLES POWELL

C. N. Donnelly, Esq.




C N DONNELLY ESQ

SOVIET STUDIES RESEARCH CENTRE

THE ROYAL MILITARY ACADEMY SANDHURST

CAMBERLEY SURREY GU15 4PQ
{Camberley 63344

Telephone Ext 346
{Camberley Military

10 DOWNING STREET
LONDON Swl 3 March 1987

I enclose herewith the notes and one or two articles of interest. Should
you wish to contact me, Lt Col Stanford on the above number, or my wife on 0264

75 322 will be able to help. I shall be back in MOD (MO4, Major Boscawen 218-

3939) on Friday morning for an afternoon lecture.

I also enclose Peter Vigor's book, which I can wholeheartedly recommend.

Perhaps we could have it back in the long run as it is our only copy.

f g
G




1. Text p.3 para 2. N.B. omission from Downing Street text.

2. Para 2 "should": link with SDI? Needs to be clarified. See 3(v) below.

3. Why has G done it now?

(i) because of need to get US action by the summer to be ratified by
their Administration. Waiting even a month adds serious delay. US 'Positive'
action in six months is to be:expected.

(ii) to exploit President Reagan's vulnerability and need to find a
political advantage post "IRANGATE".

(iii) to exploit the PM's desire to seize popularity before an election.

(iv) to put pressure on the PM now, especially by the opposition, etc. so
that she arrives in Moscow with proposals to table instead of listening there
and coming home to think about it.

(v) Ending the moratorium - typical Soviet heavy-handed pressure on
European fears, especially Germany.

(vi) Soviet aim - to keep up pressure and "rapid fire" on West, so we
must expect more of same. See FT 3/3/86 attached, statement by Bessmertnykh.

This is the thin end of the wedge and it is going to be driven in hard.

4. Text includes e.g. page l:-
para 2: "survival of humanity"

para 3: "logic of humanity's suicide".

G has been using this line a lot lately, and is playing this card for all

it's worth, that "the world is moving towards disaster", etc. This is very




effective propaganda with the peace movement.

(a) The fact remains that it is nonsense. We are no nearer an East-West war

today than we were, say, twenty years ago.

(b) G must know it is rubbish.

(c) Its inclusion here means that there is a considerable element of
psychological warfare about the current proposal and this is an important

indicator as to the aim of the current proposal and why it has been launched in

this way.
S The Russians cannot do away with all nuclear weapons while the Chinese have
some, but they would do away with weapons in Europe and US which could hurt

them, so to this extent, the offer is 'genuine'.

6. . N.B. The concept of "Equal Security", in the Soviet sense of that phrase,

means very little security for the West.

Policy Considerations: What to do.

1. G's offer is difficult to answer without going into a 1long lecture on

military strategy to a UK public which doesn't want to hear and an opposition

which refuses to listen.

2, Ideally G's proposal should be rejected - perhaps made palatable by

referring to the "need to keep an effective deterrent".

3. The 1line to play if this point is pursued might be to come back to the




Qdamentals of nuclear deterrence.

- "It is a fact that there have been lots of wars since 1945 but none where both
sides had nuclear weapons. Therefore, the evidence is that nuclear deterrence
works, and that non nuclear deterrence does not. [Chemical weapons, when in the

possession of both sides, may deter either of them using them, but they do not

deter war per se.]

- Therefore what we want is to keep the peace and prevent war, so nuclear

deterrence must be kept effective.

- As things stand today it is at least possible that if the only nuclear
deterrents were strategic, . then the Russians could put military pressure on

Europe, or act in Europe, on the reasonable expectation that the US President

will not launch ICBMs.

N.B. To talk of nuclear war escalating from tactical to strategic

automatically, or even of the likelihood of escalation, is rubbish, although the

Russians do peddle this now as a propaganda line.

MRMs are in Soviet terms "Operational-Tactical", i.e. they link tactics with

strategy.

— The USSR will not be deterred by the threat of damage only to Eastern Europe
or to the Soviet Army. Such damage they regard as undesirable, but they also
think it acceptable. The reason for the existence of Eastern Europe is to soak

up war before it reaches the USSR. The Russians are only deterred by damage to

the USSR, and INF can do this.




4. If the US goes ahead, the logical step is for the PM to put together an

European defence effort where Europe stands on its own feet and develops its own

MRMs. If the US takes its own missiles out of Europe, we need missiles capable

of reaching the Urals which are actually located in Germany.

5. The US may force Europe to become a unified miliary-political entity. This

will make the world a less stable place, because 2 power blocs can balance

easier than 3 (or 4).

6. Suggestions for speech re: above.

(a) Point out that world is not getting more dangerous.

(b) Escalation is not automatic.

"My prime concern is to keep the peace in the world and prevent a new world war"

- keep returning to this theme - this is the message that needs getting across.

"We are against the abandonment of MRMs because if we scrap that element of our

nuclear deterrent, the Western deterrent as a whole has much more limited

practical value".

What to say

1. There is no easy way out because of the 'Open Door' presented already by the

Us.

2. Avoid being rushed — "Too important an issue for rash actions". "If the
Russians' proposals are serious and in good faith, they will leave them on the

table and will wish to enter into serious negotiations." "If they try to rush




1. it means that they are not sincere or else that they are trying to steal a

march on us."

3. G may be being rushed by his own need for success in Foreign Policy, but he
dare not make concessions which do not bring gain to USSR. He is not guaranteed
tenure of office like President Reagan! If he gives away security, the military

will topple him from power.

4. MRMs are crucial link between tactical and strategic missiles. To take out

IMF alone will upset the nuclear balance. See FT 26/2/86 p2 attached.

5. Disposing of nuclear weapons will lay us open to conventional attack, so
scope exists for linking their abolition with conventional force reductions,

perhaps whilst leaving residue of MRMs but see attached notes of the problems of

conventional force reductions.

6. Effective monitoring and verification are essential for mutual confidence,

whatever is agreed.

7. Point out the need to tie the US to Europe for our security.

8. Cautious agreement in principle could be followed by long negotiations -
certainly longer than the 6 months the US proposes. It is very important to

keep close watch on Soviet proposals and progress of negotiations.

N.B. The Soviets will be prepared to wait for longer than we are.




‘Dnventional Balance: Important considerations.

1. There is an imbalance of combat power between East and West. We have more

men but fewer tanks and quns. This gives Soviets a great advantage in high

speed war.

2. Conventional reductions can be in terms of men, equipment or formations.

(a) Men

To benefit from manpower reductions we would need to restructure

along WP lines with more reliance on reservists. If this were done,
manpower reductions would hurt the Russians more than us. It might
encourage NATO to make much needed restructuring of forces and it would

money. But it would be painful for the NATO military.

(b) uipment
Taking out a high proportion of any one type of weapon system is best way

to imbalance the Soviet force structure and reduce their combat power. This

would affect them more than it would us.

(c) Formations

We have already accepted without fuss a massive increase in Soviet
conventional forces (26-30 divisions since 68) and in addition an increase in

the strength of each division, without any corresponding increase in NATO

forces.

3. Reduction of forces across the board reduces force to space ratio and makes

it more difficult for us to defend Europe. This is as important as force to




force ratios, but is often forgotten.

- if we accept a reduction in force density it makes destructive manoeuvre
battle over Germany inevitable in event of war, or it makes fixed defences

essential. The latter would require an amendment to the German constitution.

- Conversely if we increased our operational reserve in Northag (say by the

basing in Europe of the US 3rd Corps) thus releasing the three 'doubled hatted

divisions' to do their primary job, then any Soviet reply in kind (by adding

another army or two to their forces) would not really worsen NATO's case because
we would have improved our force to space ratio, and the Russians would find it

difficult to place and use more forces in the space available in Eastern Europe.
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strongly.

At last month's meeting of
finance ministers from the lead-
ing - industrial nations, the
Chancellor indicated he had set
a ceiling for sterling’s value in
order to preserve the competi-
tive gains flowing from last
year’s devaluation.

A reduection in the target for

next year’s public sector bor-

vide the  trigger for lower
interest ‘rates, which would
then be presented as an en-
dorsement by financial markets
of the Government’s policies.

The general expectation in
the City is that the Chancellor
will have room to lower the
target by £2bn to £5bn, and still
have scope for tax cuts of £3bn.

The present healthy state of

public finances was underlined |

yesterday when the Bank of
England announced the issue of
£1bn of 9 per cent Exchequer
stock 2002.

Dealings ‘in the issue Wwill
begin tomorrow but buyers will
have to make only a part-pay-
ment of £20 per £100 of stock.
The balance of £76 per £100 is
not payable wuntil April 27
indicating that the authorities’
funding programme for the
present financial year is more
or less complete.

Separately, the bank
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between INF and conventional
forces, officials said: “ We have
always identified the fact that,
before you could move to

4 s . vVels C s
rowing requirement could pro- | €Xtremely low levels of nuclear
| weapons,

you would have to
solve your conventional force
imbalance.”

These considerations have
also- been. stressed in the
generally favourable reactions
to Mr Gorbachev’s proposal from
the US’s European allies. There
was only one dissenting voice
in the welcoming chorus—that
of France,

After meeting Mr Paul Nitze,
President Reagan’s special arms
adviser, and Mr Richard Perle,
the US Deputy Defence Secre-
tary, in Paris, Mr Jean-Bernard
Raimond, French Foreign Minis-

Akhromeyev, Soviet Armed
Services Chief of Staff, con-
firmed that the proposed INF
deal would not involve British
and French nuclear forces, but
stressed that, sooner or later,
they would have to be placed
on the negotiating table.

Mr Alexander Bessmertnykh,
a Deputy Foreign Minister,
made it clear that Moscow ex-
pected a positive gesture from
the US on the whole complex of
arms control issues in return
for Mr Gorbachev's offer on
INF, ;

“ We proceed from the view-|
point that the important new
Soviet initiative will motivate
the US to take reciprocal steps
on the whole question o
nuclear and space weapong”

European reaction, Page 2
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MR MIKHAIL GORBACHEV'S
offer at the weekend to nego-
tiate a separate agreement on
the elimination of intermediate
range nuclear forces (INF) in
Europe is a major reversal of
recent Soviet policy, though it
is not a mew proposal.

Before last October’s abor-
tive Reykjavik summit between
President Reagan and Mr
Gorbachev, Moscow had in-
dicated frequently that it was
prepared to do a separate deal

on INF and its position
remained ambiguous even in
the immediate aftermath of

that traumatic meeting.

During a tour of Western
capitals in the wake of the
summit, Mr Viktor Karpov,
the former chief Soviet arms
negotiator in Geneva, since
replaced, still gave the impres-
sion that a separate INF agree-
ment was on the cards.

It was only subsequently that
Mr Gorbachev confirmed the
stance, which he had adopted
at' Reykjavik, that a substantial
reduction of strategic offensive
weapons, an agreement on the
restrictions to be placed on
President Reagan’s space-based
defensive system (SDI) and a
deal on medium-range missiles
must be treated as an indi-
visible package.

That has been the Soviet
position until Mr Gorbachev’s
surprise announcement - on

Satur In the meantime,
howe

the Western allies

have been able to put some
order in their own house, after
the disarray in the Nato camp
when the sweeping proposals
tabled by President Reagan at
Reykjavik became known.

The idea that western Europe
might, within 10 years, be
deprived of an effective
strategic nuclear umbrella and
medium-range “aissiles, coupled
with a dangerous inferiority in
conventional forces, sent a
shiver down the spines of gov-
ernments.

Only a month after Reyk-
javik, Mrs Margaret Thatcher,
the British Prime Minister,
packed her bags for the US with
the specifie purpose of pinning
down President Reagan on what
he was prepared to offer the
Russians and to make sure
European interests were safe-
guarded.

Out of that visit to Camp
David came a joint statement
which has served as the blue-
print for the Western arms
control position since. The two
leaders confirmed that Nato’s
strategy of forward defence and

flexible response would con-
tinue to require effective
nuclear deterrence and that

reductions in nuclear weapons
increased the importance of
eliminating the disparities in
conventional forces.

On the specific issue of
nuclear arms control, any
mention of a tfotal elimination
of strategic offensive weapons

oy

Mrs Thatcher: key role
within 10 years—an idea floated
briefly in the ‘euphoric early
stages of l\ckaawk—-—waq care-
fully avoided.

Instead, President Reagan
and Mrs Thatchér agreed on
the ' following arms control
priorities: a 50 per ocent cut
over five -years in US and Soviet
strategic offensive weapons; an

agreement on  intermediate
range nuclear weapons with
restraints :-on - shorter-range

systems and a ban on chemical
weapons.
These priorities were endorsed
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FT. har 2™ rZ

OVERSEAS NEWS

Robert Mauthner on the Soviet leader’s surprise offer over. nuclear forces

Gorbachev U-turn on European arms cuts

and “fleshed out at the Nato
ministerial meeting in Brussels

*last December, when the allies
~expressed their full support for
~the envisaged elimination of

US and Soviet longer-range INF

‘in Europe and their limitation

to 100 warheads in Soviet Asia
and the US.

At the same time they

stressed that'an INF agreement

must & not  neglect - Soviet
superiority in shorter-range INF
missiles and must provide for
a commitment to follow-on
negotiations in this field.

Whatever - the reservations
and doubts they may have had
about an INF agreement during
the post-Reykjavik period of
confusion, « Nato's European
members are now on record as
favouring the elimination of
medium-range nuclear weapons
in Europe—the so-called zero
option. .

The fact that Mr Gmbachev
has said that he js prapared to
begin talks immediately on
“ other. theatre missiles” with
a view to eliminating them, is
an attempt by the Soviet leader
to dispel the Europeans remain-

ing  fears about Moscow’s
superiority  in  short-range
nuclear weapons.

The reasons for Mr

Gorbachev's change of heart can
only be a matter of speculation,
but it does appear to indicate
a sense of urgency dictated by
%1; domestic situation in the

Western analysts of Soviet
policy have felt for some time
that Mr Gorbachev was anxious
to do a . deal quickly with
President Reagan and not wait
for his successor for two main
reasons.

An arms control agreement
would have to be concluded by
this summer if it was to be
ratified before the presidential
election ‘in 1988 and not become
the subject of electioneering

A new president would take
some time before undertaking
serious. negotiations on arms
control. An agreement would
thus be delayed by something
like two years if it were not
reached within the next few
months.

At the same time, Mr Gor-
bachev might have calculated
that President Reagan’s troubles
over the arms-for-Iran affair
would make him more anxious
to bow out with a major foreign
policy success, such as an arms
control agreement,

The disadvantage of Mr Gor-
bachey’s latest proposal, from
his point of view, is that it has
taken the spotlight away from
the demand that the US should
abandon its  intention to
develop, test and eventually de-
ploy space weapons.

Now that Mr Gorbachev has

‘broken one of the links in his

Reykiavik package the pressure
on Washington to hold back on
SDI is bound to ease.

‘Western military fears deal on medium-range missiles

BY DAVID BUCHAN, DEFENCE CORRESPONDENT

BENEATH the overwhelmingly
strong political pressures on
thqa West to embrace the new
Soviet offer of an early and
~“separate agreement eliminating
medium-range nuclear weapons
from Curope lie growing
anxi about the military
consequences of such a deal.
These anxieties, harboured
by the Nato military in general
and by one country in par-
ticular, West Germany, have
grown as the prospect of the
West's own zero plan of 1981
has come nearer realisation.
Gen Bernard Rogers, the top
Nato commander, summed up
the concern last week when he
said: “ If medium-range missiles
were cut to zero, and nothing

were done to reduce the Soviet
superiority .in shorter-range
nuclear and conventional

forces, then we would be worse

off than in 1979 "—the date
Nato decided to deploy the
medium range Cruise and

Pershing 2 missiles.

Whatever happens to the
nuclear and conventional
balance, Gen Rogers and some
others (not only in the military)
would like to keep in Europe
some medium-range weapons
capable of hitting Soviet soil,

But in reality this argument
has lost out to the pre-eminent
political interest in taking the
only arms control deal at
present on offer.

Without medium range mis-
siles on either side, the West
would still face a four or five

“ The argument is that a deterrent must threaten
the Soviet Union itself and that Nato’s flexible
response strategy requires weapons ahle to hit
Soviet soil, short of invoking the main US — or
British or French — nuclear arsenals.”

whieh at present only Cruise
and Pershing missiles can do.
Their argument s that a
deterrent must threaten the
Soviet Unijon itself and that
Nato’s flexible response
strategy requires weapons able

to hit Soviet soil, short of
invoking the main US (or
British - or French) nuclear
arsenals.

to one  inferiority in 'sho‘rter-
range missiles (defined as less
than 1,000 kilometres). =

It would have around: 400
nuclear-capable - Lance 'missiles |
operated by various Nato' coun-
tries and 72 Pershing-1  missiles
in the hands of the West Ger-
man air force, as against about
900 shorter-range missiles: on
the Soviet side.

Aware of° growing Western
concern on this score, Mr Gor-
bachev proposed at the Reykja-
vik summit a freeze on shorter-
‘range ‘Weapons at their current
level and subsequent negotia-
tions to reduce them.

He also promised in his week-
end statement that as soon as

. a ' medium-range missile accord

was signed, he would move out
of East Germany and Czecho-
slovakia SS12/22 missiles - put

* there in 1083 as a counter to

Cruise and Pershing.

If Mr Gorbachev's promises
to date could be translated into
"a firm and verifiable agreement,
. this would, probably satisfy most
Nato governments, but not West
Germany,

The latter. on Nato's front
<line, s insisting that a medium-
range. missile . accord ; nust
include a firm: commltmen; to
follow-on negotiations to red: 3"
not. only Sovxet §512/22° aﬁ
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$85-23 missiles but also some 600
Scud B rockets with a range
down to around 300 kms.

Other Nato governments, Bri-
tain included, feel that such a
condition may impossibly com-
plicate reaching the main goal
of a medium-range missile
accord. Other Nato countries
also happen not to be directly
threatened by the Scud.

A Nato-Warsaw Pact conven-
tional balance would be far
harder to negotiate. The issue,
unlike that of shorter-range
nuclear weapons, .has not been
formally tied by Nato to -a
medium-range missile accord.

But the Soviets would have to
show clearly their willingness
to make progress in the new
Vienna discussions about reduc-
ing conventional forces from
the. Atlantic to the Urals, if
they are to ease the Western
military’s - deep  qualms < of
being. left  without  their
“nuclear underwear” in the
face of heavy Soviet conven-
tional superiority.

W Europe
welcomes
Soviet
initiative
WESTERN EUROPE yester
day welcomed Mr Mikhal

Gorbachev's offer to mowv:
ahead with a separaite agree

ment on intermediate range
missiles as a major break
through in the superpowe
arms control stalemate

Reuter reports.

Mr Hans-Dietrich Genscher
the West German Foreig
Minister, reflected a feeling @
satisfaction and rellef amon
the allies, sayiug the proposa
cleared the way for an agret
ment fo aholish all US an
Soviet medium-range missile
in Europe.

In a statement, M
Genscher called for speed
negotiations in Geneva I
tween the superpowers to ti
up an acecord,

In Brussels, Lord Carring
ton, secretary-general of Nat
which has urged Moscow 1
negotiate  a separate IN
accord, said Mr Gorbachev
proposal appeared to he
“ substantial step forward.”

In Britain, a Foreien Offic
spokesman said Mrs Thatche
who is due tp visit Moscow
the end of the month, ha
heen placed in a particulari
strong position to help mov
the superpower talks forwar

Any removal of mediun
range missiles would direeti
alfect West Germany, Britai
Italy and Belgium which has
already stationed 316 U
cruise and Pershing-2s und:
a 1979 Nato deployment &
cision.

The Netherlands h:
pledged to start stationing
cruise missiles next year, B
the Dutch Defence Ministy
Mr Wim Van Eekelen, ask:
in a radio interview yesterd:
if the chances of denlovme
had receded with the Gorb

chev offer, replied: “Yes,
think so.”
Mr Gorhachev, in a shift

SRoviet policy, said on Satwu
day night that Moscow w:
ready to negotiate a separa‘
agreement with the US to ¥
move medium-range missil
in Europe.

Apart from removal of {
cruise and Pershings in Ws
tern Europe, such an agmn
ment — known as the “z¢
ovtion” = would mean i
aholition of about 270 Sov
£8.20 missiles directed at !
West, Nato says.

Natp dinlomats expect i
focus of the Euromissile ¢
bate to turn now to the qe¢
tlon of Soviet §8-21, 22
23 short.range missiles
Czechoslovakia and East G
many.

BY SIMON HENDERSON

A DIPLOMATIC row between
the US and Pakistan is possible
after. & confused denial to a
newspaper claim in a inter-
view with+ Pakistan’'s top
nuclear scientists that his coun-
try has the capacity to make an
atomic bomb.

Dr Abdul Qader Khan, who
runs a uranium enrichment
plant outside Islamabad which
has not been 'visited by inter-
national inspectors, has denied
the comments attributed to him
by the Qbserver in London. But
his explanation is at odds with
the comments of a Pakistani
journalist who was also at the

interview,
In the . Observer article.

Row possible over |

written by Mr Kuldip Na
former editor of the De
based = Statesman newspaj
Dr Khan was quoted as say
that Pakistan had the bep:
It was producing highly

riched uranium suitahle

nuclear weapons, and was.:
to reprocess plutonium,

other potential nuclear

plosive.

He said Pakistan would
need to test a bomb, excep
a laboratory.

Dr Khan said from Islam:
yesterday. that he had only
Mr Nayar because he
brought to his home by
Pakistani newspaper editor
_was delivering a wedding °
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Haughey S vote pro

BY HUGH CARNEGY IN DUBLIN

MR CHARLES HAUGHEY'S
difficulties in securing election favourite. No other party les
as Prime Minister when the has any chance of success,
Irish parliament resumes on If he were defeated or £
tor. Instomanth's - was. a.tie;s a- serious. diler

Mr Haughey remains
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ENRILE & RAMOS and
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wNew York last night the
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Ply below the close in
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24 pfennigs on the day to
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back, Banks in the capital were |

closed as were many shops.

Mr Enrile and General Ramos
controlled an increasing num-
ber of men as more senior
officers defected to their side.
Also at their immediate dis-
posal were a dozen helicopters
and the bulk of the air force.

The -allegiance of ‘the army
under General Josephus Ramas,
however, still appeared loyal to
Mr Marcos. General Fabian
Ver, Mr Marcos’ armed forces
chief, was believed to be still
at his post.

Despite fears of an attack,
however, a mood of rising ex-
pectationr was spreading among
people Keeping vigil outside
Camp Crame for a third night.
Mrs Aquino was. already being
called president and  the
elements of the military which
hag tu ea agél‘nig Mr Marcos
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MUS tableg|

plan to

| scrap
| mtermednate

missiles

By Stewart Fleming in
Washington and Robert
Mauthner in London

US  NEGOTIATORS at the
Geneva arms control talks have
tabled “ a concrete plan™ call-
ing for elimination of US and
Soviet intermediate
missiles, including
launched cruise  missiles
Europe and

ground
in

range

Asia over a three- |

year period, President Ronald |

Reagan said yesterday.

But in his response to last
month’'s = proposal by Mr
Mikhail Gorbachev, the
leader, which would

| eventually to the elimination of
| all nuclear weapons, Mr Reagan |
ot said: certain elements of the |

~Soviet plan were “clearly mnot

this time,

Soviet '
lead .

for consideration !

In our view the total elhni- ;
Oob of nuclear weapons will |

ire ‘at the same time the

thh e\'zstlng and

treaty ohligations,
rezolution of regional

and »a"‘demonstrated
wnitment by the
n o peaceful competition.”

& Nato allies welcomed the
roposals, but the - Soviet
ageney Tass said’ they |
no more than a! propas
ida’ move.

The pr opoqags leaked exten- !

sively in the US
s sent by Presi-
dént Re is ‘principal
allies, including Mrs Margaret
Thatcher.

Although several
Nato members
expre

European
pas had

fions about !
inal proposal to/!
abolish mcdxum -range missiles
in Europe, while ting thes
equivalent Soviet Asian-based
S& 20s by only 50 per cent, the
three-stage plan is much mgre

i0.@ meeting of | to their liking.

' are likely to
ted as  supporting
o of Mr James Baker,
Secrﬂtarv wha was
the financial mar-
cets to We, talking the dollar |
Ao ) ng congressional
mnom m weekK. An’ OpDO|
'been taken by

Derce Ved

t the orderliness |

. and the steagy |

of eapital into the coun. |

Mnbe jeopardised by

* policies perceived to be

anmed pnmanly at lowering |
the curreney’s value.

The dollar’s tumble came as
both the Wall Street equity and
credit - markets were hitting
records, continuing the recent |

Continued on Back Page

|
ash sterhng rose sbanln-mmllm Morefodin Wiron 37 I

| uing :
| Ing centre-right coalition about'

The lw)wlgn Office said it
formed “a good b
tiation ” and stre
was the resulf of intensive con-
sultations within Nato, Britain

and. France ar
relieved that Py L‘\ldLn[ Reagan |
has turned down Mr Gorbachev's
proposals - 'in  January
British and French
forces be frozen as part of his
plan to abolish m(‘dlum-range
nuclear weapons.

The Reagan plan was also
welcomed by the West German'
Government as “a realistic!
{ formula,” but there is contin-
gument within the ruil-

the desirability of
| all US medium-r:
l 1n Europe.

eliminating'
1ge  weapons

What is worrying the Euro-
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fast-growing advertising and
business services agency,

an ed a $75m-plus (£51m-
pl:'cchuisition in the US
yesterday through its wholly-

owned subsidiary, Dorland
Advertising.

Dorland, the third largest UK
advertising agency, is to be

| granted an option to buy full

control of the advertising
agency Dancer Fitzgerald
Sample, which billed $876m in
1985.

The new grouping creates an
international advertising = net-
work called DFS Dorland
Worldwide with Dbillings of
$1.2bn, ranked 16th in the
world, Saatchi said. On the
stock market, Saatchi shares
closed at 870p, up 23% on the
day.

The intricate deal aims to
leave ownership and control of
DFS with the US agency’s key
executives, while also allowing
DFS Dorland, to operate
autonomously from Saatchi’s
international network Saatchi
and Saatchi Compton World-
wide.

In exchange for its option,
Dorland will provide a $75m
loan to a company formed by
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five DFS executives, to be
called DFS Management Inc.
These funds will then be used
to acquire DFS from its existing
shareholders.

Dorland will receive interest
on its loan at a floating rate of
up to 15 per cent per annum
until such time as it exercises
its option, at which point the
loan would be waived.

A single ‘further payment
based on DFS’s performance
over the five years to December
1990 will probably be necessary.
This would equal the amount
by which DFS's aggregate
earnings after tax exceed $41m
over the period, before
payments on the Dorland *loan,

In the 12 months to- August
1985, DFS - made profits of
$17.6m pre-tax, after adjusting

for bonuses and profit shariig.
Net--tangible - assets stood at
$34.7m.

Dorland’s turnover has grown
30 per cent-per annum sikce
it was acquired by Saatchi in
1981, but it said that it needed
an  international  link to
maintain growth. Saatchi and
Dorland, in spite of their
ownership link, compete With
each other in the UK, the idea
is to repeat this pattern world-
wide.

Despite  the  armslength
nature- of yesterday's deal,
Saatchi will  retain financial
control over the new. grouping,
The  new network 'does not
affect - Saatchi: and Saitchi
Compton Worldwide's ranking
of fifth in the world, Saatchi
said.
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ing Serious - o
to the NatWest ,ﬁ?,'\‘,i‘,“"t on

Mr fI‘im Mc!ville-lfos.s, chief
executive of the Nationwide
accepted there would be increas.
ing pressure on the societies to
follow the banks’ lead and the
most likely time for a change
would be when societies next
altered their interest rate
structure,

The NatWest announcement
formed part of a package of
measures designed to increase
its mortgage business. The bank
is also offering 95 per cent
mortgages to first-time buyers
and 90 per cent to existing
borrowers, compared with the
previous 80 per cent ceiling.

Loans equivalent to three
times earnings' will be con-
sidered,
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MiSSileS Continued from nge {.

pean countries most is that the
elimination of medium-range
missiles from Europe would
leave them exposed both to.the
Soviet Union’s short-range
nuclear = weapons. - based
eastern Europe and the' War-
saw - Pact’s superiar . conven-
tional forces. *

However, UK officials have
pointed out that President
Reagan’s proposals deal with
these concerns, =~ which were
voiced - during the meeting. of
Nato's special consultative group
earlier this month. LR

President” Reagan has pro-
posed a freeze of short-range
nuclear weapons at ‘an. equal
ceiling for both the US and.the.
Soviet Union, with the exact

level ta be subject to neg‘oti‘a-"

tion.

While no- formal link has
been  established  between
agreements on strategic,.
medium-range, short-range and
conventional forees, it is clear

that they cannot be treated ia

isolation without upsetting the
whole arms bhalance. The issue
of  so-called = ““collateral con-

in .

straints ™ will therefore become
increasingly impo # the
Geneva negotiation S.
Under one-option, plan,
the US is proposi n the
first year which, joped,
will be 1987, the range
weapons of both sides infurope
should be reduced to laun-
chers each with {_ onate
AS i mis-

. The' Soviet Un 440
5520 medium-rangy es, in-
cluding: ahout: 28 urope

& th the

¥ hing-2
work-

hf 464
issiles,
inter-

W apons.

e plan,

would |

Wing to
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Continued from Page 1

Shares

bull rally. In the equity market
the blue chip Dow Jones
Industrial Average ended the
session 0.57 points higher at a
record . of 169828 having
breached the 1700 level around
lunchtime but fallen back
when the rest of the market
failed to'follow suit.

In US credit markets prices
bounded ahead in early trad-
ing and ‘were further helped in
afterncon ftrading by the un-
expectedly sharp narrowing of
the US budget deficit in Janu-
ary-_ L= ¥

In London share markets
Gogmment bonds gained up
to 1% peints and the yield of the
FT-Aciparies 25 year high
coupon gilt index fell to 10.08
per cent. Yields have not sus-
tained a level below, 10 per cent
since the oil price shock in
1973. .

Stock - exchange  trading
volume 50 heavy in Paris
that the publication of closing
prices was delayed by over an
hour, {0 allow operators to
handlg the wave of buying
orders. A

Marcos Continuegl

to *“heed the clamour ‘for a
peaceful transition” of power.
The US announcement that

it had urged Mr Marcos to. try.
to facilitate an orderly transi-

launched.’ an atta
' revboall.B%rtdl‘H o7
demand Mr.

indicated how

tion of power
involved

intimately the US is

in. trying to use what it sees
as its limjted influence to.vavpid#

a bloodbath. .P .

On Sunday afternoon rresi-
dent Reagan had met .theAiull
panoply  of Admlmstre_ltion
foreign policy and national
security officials for an hour
and a half in the White House

- options the US'
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; d after

1 to cut
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ernment
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a clear
to step

The stat
that mesting
off ’US‘J;, . %
Philippines if
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Larry - Speakes
p“ﬂd QUestio

nan Mr
esterday

1t what
e sidering
} §offer Mr
§ US. No
Mr

and whether i
Marcos. asylumn
request “had: b

House had decided to send Mr
Habib back to the Philippines
and - added. that the US had
received no response from Mr
Marcos to its call for a peaceful
transition. © He said that US
officials were in touch with
opposition leaders.

Throughout the White
House stressed that it was up
to the people of the Philippines
to decide on what government
should take power,

The White House does not
want to be seen pushing Mpr

Marcos too hard for fear that
might make him more resistant
to leaving.
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on GMT temperatures.

to hear a report from Mr Habib Speakes said.
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