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] THE WHITE HOUSE
WASHINGTON
November 21, 1983 20100
ACTION
MEMORANDUM FOR THE PRESIDENT
FROM: ROBERT C. McFARLAN@Q‘//
SUBJECT: . Strategy Paper for 1984 London Economic Summit
Issue

Your Personal Representative for the Summit, Under Secretary of
State Allen Wallis, has forwarded a strategy paper to be used in
connection with preparations for the London Economic Summit. The
British will host the Summit in London in June of next year.

Discussion

The initial Summit strategy being recommended is based upon reaching
two over-arching goals:

(1) Reinforcing your role as a leader who has brought the United
States through a serious recession to a strong economic
recovery.

- Emphasizing that yours has been a coherent strategy for
sustainable, noninflationary growth and prosperity that
is bringing the Free World out of recession, into
recovery and greater security.

(2) Building on the foundations for managing international trade
and financial problems outlined at the Williamsburg Summit,
translate Williamsburg agreements into concrete policy
commitments as soon as possible.

- Seeking to advance your proposals for consolidating and
advancing prosperity and security in the years ahead.

In specific terms, U.S. objectives that have been developed for
London are as follows:

o Endorsement for a new round of multilateral trade negotiations
which would include:

- Liberalized trade with and among developing countries.

- Agreements on trade in services and high technology
products.

- Improved rules governing trade in agricultural products.

!
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o) Agreement on the need for closer coordination among trade
and financial policies.
-— Through existing international institutions
(GATT, IMF, OECD).
- Through informal meetings among Summit country
trade and finance officials.
o Register mutual satisfaction with the results of the
economic convergence consultative process.
o} Review the success of the international debt strategy.
o Confirm the consensus on East-West economic relations.

We believe the goals and objectives, as stated above, are a good
beginning. We will be working hard in the next two or three
months to find what more might be accomplished in London next year.

RECOMMENDATION
~ oK NO
/‘\,/EE?L . That you approve the initial strategy framework
recommended for the London Summit, as outlined
above. '
Prepared by:
Douglas W. McMinn
cc: The Vice President
o
CONTIDENTEAL- -y g
COMCIRENTIA—
CU U TR
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MEMORANDUM .
204!
NATIONAL SECURITY COUNCIL i )
CONFEDENTEAT November 2, 1983

ACTION
MEMORANDUM FOR ROBERT C. McFARLANE
FROM: DOUGLAS W. McMINN

SUBJECT: Strategy Paper for 1984 London Economic Summit

In early September, Allen Wallis sent Judge Clark a memorandum
outlining a proposed U.S. strategy for the London Economic
Summit (Tab II). Allen asked that the President review the
strategy which the Sherpa team is recommending be used at this
early stage in the Summit preparations.

The strategy being recommended is a sound one, as far as it goes.
It is based upon reaching two over-arching goals at the London
Summit:

(1) Reinforcing the President's role as a leader who has
brought the United States through a serious recession
to a strong economic recovery.

-— Emphasizing that the President has laid out a
coherent strategy for sustainable, noninflationary
growth and prosperity that is bringing the Free
World out of recession, into recovery and greater
security.

(2) Building on the foundations of the medium-term strategy
for managing international trade and financial problems
outlined at Williamsburg, translate Williamsburg
agreements into concrete policy commitments as soon as
possible.

- Seeking to advance the President's proposals for
consolidating and advancing prosperity and security
in the years ahead.

In specific terms, U.S. objectives outlined for London are
as follows:

o) Endorsement for a new round of multilateral trade
negotiations which would include:

- Liberalized trade with and among developing
countries.

SONEIDENTITAL—
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- Agreements on trade in services and high technology
Products.

- Improved rules governing trade in agricultural
products.

0 Agreement on the need for closer coordination among trade
and financial policies.

-- Through existing international institutions
(GATT, IMF, OECD).

- Through informal meetings among Summit country
trade and finance officials.

o Register mutual satisfaction with the results of the
economic convergence consultative process.

o Review the success of the international debt strategy.
o Confirm the consensus on East-West economic relations.

The goals and objectives, as stated, are a good beginning. We
have no difficulty with them. However, the Summit preparations
should be and are evolutionary in nature. We should be bold in
our thinking in the next two or three months about what more we
could accomplish in London for the President and the international
trade and financial system. What we do not want is to set a rigid
framework that confines further initiative and creativity. One

of the things that was key to success at Williamsburg was to avoid
past habits and routines.

There are a number of variables that may affect the preparations
for and outcome of the London Summit. We can expect to continue
to be pressured by the French (Mitterand) for the convening of
an international conference on reform of the world's monetary
system--something we managed to "fend-off" successfully at
Williamsburg. Pressure can also be expected on higher funding
levels for IDA VII, and for increased official resource flows

to the developing countries in general. If the U.S. interest
rates remain high and exchange rate instability vis-a-vis the
dollar continues, these issues could gain unwanted focus in
London. Finally, if there are significant debt problems over
the coming months, we may find intensified pressure at the
Summit for generalized debt relief. The debt issue could well
become a major Summit issue.

S —CONFDENTHAL—
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Allen Wallis is suggesting three phases of action with regard
to Swmmit preparations+

(1) Begin work immediately with the British, who are this
year's Summit hosts, to shape the substance and format
of the June sessions along the policy lines we favor.

(2) Develop comprehensive strategies to move ahead on our
own major objectives for the Summit (focusing primarily
on trade).

(3) When the British launch the formal preparatory process,
help draft "themes papers” which will be key to achieving
our Summit objectives.

RECOMMENDATION

That you approve the approach to the London Summit being
suggested by Allen Wallis and the Sherpa team.

Approve O V) Disapprove
/ .
If you approve of tge initial strategy framework for London,
we also recommend that you sign the memorandum to the President
at Tab I, outlining the proposed strategy for the London Economic
Summit for his approval.

Approve Disapprove
Mr, Doxg%tier, PetWommer and Ro%inson concur.
Attachments
TAB I Memorandum to the President
TAB II Strategy framework for the London Summit
CONFIDENTTAL n ?\ N HE,NI_I_AE
——— . ik i)
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UNDER SECRETARY OF STATE 6123
FOR ECONOMIC AFFAIRS

WASHINGTON
August 30, 1983

CONFIDENEFAL

i

(e}

MEMORANDUM FOR: Mr. William P. Clark

National Security Advisor

Subject: Strategy for 1984 Economic Summit

Attached for the President's review is a proposed strategy
paper which the US Sherpa team recommends as guidance for our
preparation at this stage for the 1984 economic summit. Among
others is a proposal for early (September) consultations with
Sir Robert Armstrong in his capacity as the host country Per-
sonal Representative. As soon as you have informed me of the
President's views, I will make arrangements to see Sir Robert

in London, preferably prior to Prime Minister Thatcher's visit
here in late September.

(e WAL

Allen Wallis

Attachment:

As Stated.
St

CONPIDENTIAL
DECL: OADR
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STRATEGY PAPER FOR
1984 LONDON ECONOMIC SUMMIT

I. Basic Approach

We have two major objectives for the 1984 London Sumnmit.
The first is to reinforce the President's role as a leader who
has brought the United States through a serious recession to a
strong recovery through his consistent adherence to a set of
policies applied effectively since the beginning of his
Administration. The second is to build on the foundations of
the medium-term strategy for managing international trade and
financial problems that was outlined at Williamsburg and
translate it into as concrete policy commitments as possible.

The London Summit gives us an opportunity both to look
back at what has been achieved since the President's first
economic summit at Ottawa and forward to what must be done in
the years ahead to consolidate and expand on those accomplish-
ments. The President's policies have succeeded in the US and,
through his efforts over the years at the three previous
summits during his term, he has laid out with his major
partners a coherent strategy for sustainable, non-inflationary
growth and prosperity that is bringing our nations out of the
deflationary trough of the early 80s and has strengthened the
foundations of Western recovery and security.

As the first term of his Administration draws to a close,
the London Summit provides a unigque opportunity to sum up the
President's achievements by stressing the continuity of purpose
and design that has characterized his approach to international
economic and security challenges and to emphasize his proposals,
as developed through the Williamsburg Summit of 1983, for con-
solidating and advancing prosperity and security in the years
ahead. Our public presentation of the preparations for London
should thus highlight the contlnulty and coherence that can be
traced from Ottawa forwards:

-- At Ottawa, our central themes were to lay out the
basic elements of a strategy to stop inflation and promote
sustainable growth through removal of constraints on the
resourcefulness of our people as well as reducing the rate of
rise of government spending, changing the tax code to promote
savings investments, getting stable and moderate money growth,
and reducing burdensome regulations; to call our partners’
attention to the potential for erosion of Western security from
the development of excessive dependence on Soviet energy
resources and to the need to reassess East-West economic

~PONEIRENTHAL
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relations, and to join with the other leaders in examining the
problems created for developing countries by the explosion of
0il prices and financing imbalances during the 1970s. (We
eventually followed up on this theme that fall in Cancun.)

-— At Versailles, we created a mechanism to enable those
countries with special responsibilities for the functioning of
the international monetary and financial system to consult on
achieving convergence of the results of their national economic
policies which affect that system, as well as examining the
problems involved in international exchange rate policies.
Versailles also highlighted the role which emerging technologies
will play in the growth, employment and trade of our economies
in the future. The discussion of East-West economic relations
served, in the aftermath, to underline the need for a more
concerted Western effort to develop a greater consensus.

-- At Williamsburg, the leaders could point with
confidence to the fact that recovery was becoming a reality and
that our policies were working (though much still needed to be
done). They agreed on measures to enhance the economic policy
consultative process with the objective of promoting greater
convergence in performance of the major economies and endorsed
general conclusions about the role of exchange market operation
and intervention. They noted progress achieved in cooperation
on high technology development and were able to register their
satisfaction at the conclusions reached in other fora on East-
West economic relations, tracing the elements of a consensus
that had eluded them the previous year. Finally, stressing the
interrelationships among growth, trade and finance, they agreed
on the components of a strategy for managing international debt
problems and for promoting an open trade system. These compo-
nents included actions which should be taken in the immediate
future and others which would be considered for the medium term, .
specifically including continuing consultations on preparation
for a new round of trade negotiations. In effect, they defined
a strategy for sustaining non-inflationary growth within-a more
open trade and financial system that would deal effectively
with the inflation, unemployment and debt legacies of the 70s.

I1I. US Objectives for London

‘With the above as background, we can identify essential
US objectives for the London Summit at this early stage as
follows: '

1. Following up on the medium-term strategy defined at

Williamsburg, we should seek Summit endorsement for a new round
of trade negotiations to be launched in 1985 to include:

PINFIRENTHAL
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—— further steps to liberalize trade in goods and
services with and among developing countries. This is
particularly important for LDCs because in order to
service their debt they must export more;

~— the negotiation of agreements to remove barriers
to trade in services and high technology products among
all GATT countries and to 1mprove rules on the use of
safeguard measures;

-- new rules governing trade in agricultural
products, with special emphasis on export subsidies.

2. The leaders should be able to welcome the development
of closer coordination among trade and financial policies
through existing institutions (GATT, IMF, OECD) and through the
informal meetings among trade and finance officials which should
have taken place over the year. A second US objective for this
process should also be to introduce during the discussions of
trade and finance the role of private investment in the develop-
ment process (taking up one of the President's main themes from
Cancun) and to draw out this role in helping LDCs to overcome
their external financial and development problems.

3. The London Summit should be in a position to register
satisfaction with the results of the economic convergenge con-
sultative process and point to what it has accomplished. This
will, of course, depend upon how successful we (especially) and
others will have been in keeping inflation under control, and
in reducing interest rates and budget deficits, and getting
sustainable, non-inflationary growth in our econonmies.

4. We should be able to review the success of our
international debt strategy. Summit leaders should agree to
encourage the LDCs to continue their economic adjustment
efforts, in cooperation with the IMF, and they should continue
to work closely together in helping debtor countries deal with
specific debt problems.

5. The Summit should again, as at Williamsburg, be able
to confirm a continuing dialogue aimed at maintaining a close
consensus on East-West economic relations. Specific issues to
be treated will depend on changing circumstances in Poland, new
Soviet initiatives to expand trade relations, the final profile
of the new Export Administration Act and other developments.

III. Objectives of Others

These can be divided into two categories: those which
one or more will probably raise regardless of developments

———
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during the coming year, and those which may come to prominence
because of developments. ~ -

The first category includes:

-— Probable French desire to have the London Summit lend
further impetus to Mitterrand's proposal for a conference to
reform the monetary system. Prior to Williamsburg, the French
made it clear that they would not agree to a new trade round
unless there was also agreement to a monetary conference. We
should not, of course, agree to a monetary conference just to
get endorsement of a new GATT round, and we should strongly
resist linking the two during the London preparatory process.

-- A secondary point may be discussion of world recovery
and continued unemployment problems.

-~ Pressure from France, the EC, probably Canada and
others, for agreement to a higher funding level for IDA VII
than we can accept, and for commitments to increased official
resource flows to the LDCs in general. Without an UNCTAD
conference in 1984, there will probably be less immediate
pressure to come up with very forward formulas (as we faced
before Williamsburg). However, we can be confident that the
G-77, NAM etc. will be applying pressure on the others anyway,
and that some, at least, will be receptive. We will need to
develop a strategy for managing this. One possibility to
explore internally is how we might channel these pressures
toward elaboration of a "development strategy"”, building from
our Cancun themes, perhaps using the World Bank Development
Committee and/or the Trade-Finance groups (augmented with
selected LDCs). .

-- Miscellaneocus. The French will seek a renewed .-
endorsement of technology cooperation (technically, the only
thing the Williamsburg Summit did agree to review in London); .
energy, environment, health, etc. will probably be raised
again. With the possible exception of acid rain, none of these
should cause us problens.

The issues which would arise depending on developments
over the next several months are basically two:

-~ US interest rates and exchange rate instability. If
US rates do not decline appreciably and/or exchange rates
become highly unstable or just higher for the dollar, we can
expect this set of issues will dominate media and summit atten-
tion, perhaps to the exclusion of the focus on our objectives
as outlined in II above. ©On the other hand, if we can show
credible progress on getting FY84 and 85 budget deficits down

AL Tttt 11
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and US interest and exchange rates are declining (or stabilized
at lower than current levels), there will be correspondingly
less attention to these issues. US domestic developments over
the next several months are therefore crucial. B

—— Debt problems. If there are significant problems
during the coming months, the consensus on our debt management
strategy could begin to erode which then could lead to pressure
for generalized debt relief. Whether or not this develops into
a major issue, we should intensify our current efforts on
closer coordination with our main partners. Here too, our
objective should be to work out mutually acceptable arrange-
ments before the summit so that our main goal on trade is not
overshadowed at London.

Iv. Strategy for London

Our strategy needs to be developed in three phases.
Above all, success at London depends heavily on a strategy
which integrates preparation for London into on-going efforts
in non-summit fora and activities. If we are to succeed in
getting the impact we seek from London, we have to assure that
our efforts elsewhere are managed and adjusted to promote that
success. :

l. Immediate Phase:

Recognizing that the host country is key to shaping the
agenda and approach to the summit, we must work closely with
the British during the preparatory process. We can be
confident that Prime Minister Thatcher will want to put her
personal stamp on this meeting and we must take care to assure
that our ideas mesh closely. To this end, we will be under-
taking early (e.g., September) informal consultations with the
British Personal Representative to discuss British ideas and
ours .on_concept and format for London. - :

On concept, we should stress the need to follow-up ©on
Williamsburg (especially on the medium-term strategy on trade)
rather than seek entirely new departures at London. We should
put London in the historical context defined by the last three
summits (along the lines sketched out in Section I). We should
also work on the special UK angle by noting that Prime Minister
Thatcher has an excellent opportunity, following her renewéed
mandate, to focus attention on the need for new moves on trade
in order to capitalize on the efforts of her first term to
restructure the British economy (as the President did in the
US) and lay the foundations for renewed international
competitiveness for British business.

NN
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On format, we should stress the need to preserve the
Williamsburg approach, both at the summit and in the prepara-
tory process. By the time we arrived at Williamsburg, most of
the Personal Representatives felt comfortable with the Tthemes
paper"” device we eventually created, and it served well the
leaders' need for a point of reference in drafting the final
statement so that they could be free to move the actual discus-
sions as they wished. We should carry this process over for
London. '

2. Before First Preparatory Session

We should develop comprehensive strategies to move our own
major objectives, as defined in Section 1I, and deal with those
of others and the contingencies, as discussed in Section III.

Our main focus should be on bringing our trade strategy
to fruition. A new inter-agency paper, building from that
prepared before the London Quadrilateral meeting in July,
should be developed and approved, covering essentially the same
elements as in that paper and including an agreed strategy on
managing the Trade/Finance discussions. Whether, when and how
to introduce an investment dimension and LDC participation in
these talks also needs elaboration.

Other specific strategies we should develop during the
coming weeks are:

-- A work program and implementation scenarios for
continuing work on East-West economic relations in IEA,
OECD, COCOM and NATO for the coming year. We will.need
to ensure that these exercises not become stale.

~- Pursuant to NSDD 96, continue appropriate - - - -
policies for managing debt problems over the next. several .
months. Successful Congressional action on the IMF/GAB
package before the end of the year is essential.- A
SIG-1EP discussion paper has been prepared on the role of
government guarantees and trade finance programs in
responding to debt problems. A separate working group is
preparing a paper on the debt/protectionism issue.

-- Continue US participation in the enhanced multi-
lateral surveillance/convergence consultations. We
should have a clear idea about what we want to cover in
these meetings so to permit the Heads to register the
satisfaction with their progress that we seek at London.
It would be especially helpful if we could engineer
Canadian and Italian participation in one of the pre-
London meetings.

~ PONETNENTIA—
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~-— Develop a strategy for discussion in the G-10
about "conditions" for improving the monetary system.

3. During the Preparatory Process

This phase, beginning when the British launch the formal
preparatory process, will mainly be engaged in drafting a
"themes paper" and in assessing our chances for achieving our
objectives. We will have to adjust our strategies for the
preparatory process and action in other fora as needed to
enhance the prospects for achievement of our objectives. As we
did before Williamsburg, we will have to assure that our
strategies for such spring meetings as the OECD Ministerial are
structured so as to prepare and promote our London objectives.

PONCINEMTIAL
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LONDON ECONOMIC SUMMIT

SCHEDULE OF EVENTS AND ACTIONS

December
o Mid-December

-- Organize and set agenda for trade/finance ministers

meeting for February 16 (in Rome).
e} Late December

-- Trade paper prepared for Quadrilateral meeting in
January.

- Work with British on general paper to be used at
February Sherpa team meeting.

January
o) Early January (first week)

- Meeting of Sherpa team (plus Brock) with

Deaver/McFarlane on Summit/Quad strategy.
o) January 12-13

- Quadrilateral meeting on trade--Williamsburg

follow-up (Brock to chair in Florida).
o) Late January

- Draft U.S. trade legislation to Congress completed

(advanced MTN cuts, LLDC package, etc.).
February
o Early February

- Meeting of the Sherpa team with Deaver/McFarlane on
Summit strategy.

- Meeting with the President on U.S. Summit strategy
in advance of Sherpa team February sessions
(factoring in results of Quad meeting).

- Finalize preparations for meeting of trade/finance
ministers in Rome.

o February 13-14

- Mini-Ministerial Meeting (OECD).



o February 15
- Meeting of G-10.
o February 16
- Trade/finance ministers meeting in Rome.
o February 17-19
-- Summit Sherpa teams meet in London.
March
o Early March
--  Work with British on first draft of "themes" paper.
-- Appointment of public affairs coordinator and small
staff.
-- Meeting of Sherpa team with Deaver/McFarlane on
Summit preparations.
o Mid-March
- React to British draft of "themes" paper.
o Late March
-- Sherpa team meeting with Deaver/McFarlane.
- Meeting with the President on U.S. Summit strategy.
- Briefing sessions for selected private sector
groups.
April
o April 6-8
- Summit Sherpa teams meet.
o Mid-April

-- Continue to work on "themes" paper for Summit.

-- Congressional briefings on Summit preparations.



June

Late April

- Meeting of Sherpa team with Deaver/McFarlane on
Summit preparations.

Mid-May

- Meeting of Summit Personal Representatives.
- OECD Ministerial

Late May

- Meeting of Sherpa team with Deaver/McFarlane on
Summit preparations.

- Intensive briefing sessions for the President.

- Congressional briefings on final Summit
preparations.

June 8-10

- London Economic Summit
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COUNCIL OF ECONOMIC ADVISERS

Preparations for the 1984 Economic Summit (U)

The President has approved the Directive establishing agency
responsibilities for preparations for the Economic Summit to
be held in London, England,
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NSDD-118
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RONFIDENTIAL

THE WHITE HOUSE
WASHINGTON

SYSTEM II 91166

CONEIRENTIAL

December 5, 1983

NATIONAL SECURITY DECISION
DIRECTIVE NUMBER 118

" PREPARATIONS FOR THE 1984 ECONOMIC SUMMIT m

This Directive clarifies the responsibilities of various
agencies in preparing for the 1984 Economic Summit meeting in
the United Kingdom.

I. Preparations with Other Governments - "Sherpa" Team

I have redesignated Allen Wallis, Under Secretary of State
for Economic Affairs, to be my Personal Representative for
the preparation of policy aspects of the Summit meeting.
Together with Douglas McMinn of the National Security
Council Staff, and Beryl Sprinkel, Under Secretary for
Monetary Affairs in the Department of the Treasury, these
individuals will direct the overall preparations for the
Summit. (U)

TT. Preparations within the U.S. Government

The President's Personal Representative will chair an
Interdepartmental Group (IG Summit) of the Senior Inter-
departmental Group for International Economic Policy
(SIG-IEP), consisting of representatives at the Under
Secretary level from the Vice President's office, the
Departments of Treasury, Defense, Agriculture, Commerce
and Energy, Director of Central Intelligence, USTR, NSC
and CEA. The IG and SIG will have responsibility for
reviewing policy preparations for the Summit, and
providing general Cabinet guidance on issues. These
groups will also prepare the briefing materials and
coordinate U.S. participation in other international
meetings where Summit issues will be discussed.

111 carrying out their direct responsibilities for the Summit,
the President's Personal Representative will report to a Summit
White House Group (SWHG) chaired by Robert McFarlane, the

CONFPIDENTEAL—
Pectassityom: own  GONCIDENFAE . o )5
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Michael Deaver, the Deputy Chief of Staff. The Summit White
House Group will have primary responsibility for all matters
relating to the Summit, and will provide recommendations to me
for decisions. These recommendations will be reviewed, as
necessary, by the Natiomal Security Council panded to include
the agencies represented by the SIG-IEP. )
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THE WHFITE HOUSE

WASHINGTON

January 5, 1984

Dear Margaret:

I am delighted to accept your invitation to the
1984 Economic Summit in London from June 7

through 9. I fully endorse the observations in
your letter of December 14 regarding your intention
to host a relaxed ‘and productive summit. I found
our private sessions last year in Williamsburg
especially valuable and am pleased that you are
proposing a similar format for London.

Your letter strikes the right balance among
economic and political subjects. Regarding
preparation, I believe the device of a thematic
paper served us well last year in allowing us to
focus our discussicn on major issues without the
burden of a pre-negotiated draft statement. Your
suggestion that we carry that arrangement forward
to London is therefore most welcome.

While I agree that the main themes, including
such political subjects as we may wish to discuss
informally at the time, will become clearer as we
approach the Summit, I believe that we must focus
our preparations and the meeting itself on the
need to build on the consensus achieved at
Williamsburg. ZLondon will provide us the oppor-
tunity to review what our governments have
accomplished during the year in the areas we
highlighted for action at Williamsburg. I am
particularly anxious that we discuss ways to
carry out our shared vision of the more open,
international economy that we articulated at our
last meeting, with special but not exclusive
emphasis on our trade and financial relations
with the developing countries.



2

I look forward to receiving your views and to
working with you and our other colleagues to
prepare the most useful meeting possible. I am
confident that, under your very capable leader-
ship, we will be able to move forward on the
agreements we reached last year and at the
previous summits which you and I have attended

together since Ottawa.
Sincerely,
(< o

The Right Honorable
Margaret Thatcher, M.P.
Prime Minister

London
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ACTION
MEMORANDUM FOR THE PRESIDENT < SIGNEd
FROM: ROBERT C. MCFARLANE47}
SUBJECT: Your Reply to Prime Minister Thatcher's
Invitation to the London Economic Summit
Issue

Prime Minister Thatcher has written inviting you to attend the 1984
Economic Summit in London, June 7-9 (Tab B). A reply has been
drafted for your signature (Tab A) which accepts her invitation.

Discussion

As chairperson for this year's economic summit, Mrs. Thatcher has
sent letters of invitation to participating Heads of State. Since
the Prime Minister's letters were sent, the British have informed us
that Mrs. Thatcher has suggested changing the dates from June 8-10
to June 7-9, in London. We have informed the British Government of
our concurrence with this schedule change.

A formal reply to Prime Minister Thatcher's invitation has been
drafted for your signature. In your letter, you:

—-- Accept her invitation;

-- Endorse her procedural suggestions for this year's Summit
(which follow closely those used at Williamsburg);

~- Agree that London Summit preparations should focus on
building on what was achieved at Williamsburg; and

-- Emphasize the importance of discussing ways to carry out our
shared goal of a more open international economy.

Mike Deaver's office and the speechwriters have approved the draft
reply.

Recommendation

oK  NO

That you sign the letter to Prime Minister
Thatcher at Tab A.

Attachments
Tab A Letter to Thatcher
Mathl R Tatr+aoar Af Tnuitrat+imn Frroam Tha+recher
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MEMORANDUM
NATIONAL SECURITY COUNLCIL
LCOXFIDENETAT January 3, 1984 30#105
ACTION
MEMORANDUM FOR ROBERT C. MCFARLANE “ ;’;
FROM: DOUGLAS W. MCMINNjwww. ‘
SUBJECT: Draft Reply to Prime Minister Thatcher's

Invitation to the London Economic Summit

Prime Minister Thatcher has written inviting the President
to the 1984 Economic Summit in London (Tab B). Since the
Prime Minister's letter was sent, the British have informed
us that Thatcher has suggested changing the dates from

June 8-10 to June 7-9. We have informed the British of our
concurrence with this schedule change.

. State has drafted a formal, Presidential reply to Prime
Minister Thatcher's invitation. Speechwriters have edited
this proposed draft, as has NSC staff (Tab Aa).

In his letter, the President:

—-- Accepts the Prime Minister's invitation;

-- Endorses her procedural suggestions for this year's
Summit (relaxed and workmanlike without a pre-negotiated

draft statement);

—-- Agrees that Summit preparations should focus on
building on the achievements of Williamsburg; and

-~ Notes the importance of discussing ways to carry out
our shared goal of a more open international economy.

Mike McManus has cleared the text of the proposed
Presidential reply to Prime Minister Thatcher.

RECOMMENDATTION :

That you sign the memorandum to the President at Tab I
transmitting the proposed reply to Prime Minister Thatcher.

Approve & Disapprove
Attachments
Tab I Memo to President
Tab A Draft Reply
Tab B Letter from Thatcher

Tab II Incoming State Correspondence

S e ml o b Y EER R o [
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DEPARTMENT OF STATE

Washington, D.C. 20520

December 29, 1983

CONR]DENTTAT:

MEMORANDUM FOR MR. ROBERT M. KIMMIT
NATIONAL SECURITY COUNCIL

Subject: Draft Reply to Prime Minister Thatcher's
Invitation to London Economic Summit

Enclosed is a draft reply to the letter of December 14
from British Prime Minister Margaret Thatcher inviting the
President to the 1984 Economic Summit in London. Since the
Prime Minister's letter was sent, the British have informed us
that she has suggested changing the dates to June 7-9. We have
informed the British of our concurrence. Assuming agreement by
the other participants, (of which we will be notified by
January 3), the British plan toc announce the invitation on
January 4. The President's acceptance of the invitation should
not be sent until the British have confirmed the dates to us on
January 3. We should, of cocurse, make no announcement of the
President's acceptance until after the British make their
announcement.

7

H

;

o

R -

;t;v'& e E
Charles Hill
Executive Secretary

Attachment:

As stated.

NTIAL
DECL: OADR
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(Draft response to Thatcher Invitation to 1284 Economic Summit)

Dear Margaret:

I am delighted to accept your invitation to hold the 19584
Economic Summit in London from June 7 through 9. I fully
endorse the observations in your letter of December 14
regarding the kind of meeting we should have and your intention
to host a relaxed and workmanlike summit. I found the private
sessions we had last year were especially valuable and am
pleased that you have proposed a similar format for London.

Your letter strikes the right balance among ec&nomic and
political subjects. As regards preparation, I believe the
device of a thematic paper served us well last year, permitting
us to focus our discussion on the issues uppermost on our minds
without the burden of a pre-negotiated draft statement. Your
suggestion that we carry that arrangement forward to London is
therefore most welcome.

While I agree that the main themes, including such
political subjects as we may wish to discuss informally at the
time, will become clearer as we approach the Summit, I too
believe that we must focus our preparations and the meeting
itself on the need to build on the consensus we achieved at

Williamsburg. London should provide us the opportunity to

The Right Honorable
Margaret Thatcher, M.P.,
Prime Minister,

London.
N RS0 P gma fewse B
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review what our governments have accomplished during the year
in the fora and commitments we highlighted for actiocn at
Williamsburg. I am particularly anxious that we discuss ways
to carry out the medium and longer term aspects of the vision
of a more open international economy we articulated at our last
meeting, with special but not exclusive emphasis on our trade
and financial relations with the developing countries.

I look forward to receiving your views and to working with
you and our other colleagues to prepare the most useful meeting
possible. I am confident that, under your very capable
leadefship, we will be able to move forward on the agreements
we reached last year and at the previcus summits which you and
I have attended together since Ottawa.

Sincerely,

Ron

M‘J L pad B W P
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REFERRAL DATE: 15 DEC 8:
MEMORANDUM FOR. STATE SECRETARIAT
DEPARTMENT OF STATE
DOCUMENT DESCRIPTION: TO: PRESIDENT
SOURCE. THATCHER, MARGARET
DATE: 14 DEC 83
KEYWORDS: ECONOMICS GREAT BRITAIN

HS
SUBJ:. LONDON ECONOMIC SUMMITT
REQUIRED ACTION: RECOMMENDATIONS

DRAFT REPLY

DUEDATE: 21 DEC 83

COMMENTS .

FOR ROBERT M. KIMMITT
7./

[
EXECUTIVE SECRETARY



NATIONAL SECURITY COUNCIL ID 8309111
REFERRAL DATE: 05 JAN 84
MEMORANDUM FOR. STATE SECRETARIAT
DEPARTMENT OF STATE
DOCUMENT DESCRIPTION: TO: THATCHER, MARGARET
SOURCE. PRESIDENT
DATE: 05 JAN 84
KEYWORDS. ECONOMICS GREAT BRITAIN
HS LONDON SUMMIT

SUBJ: LONDON ECONOMIC SUMMIT

REQUIRED ACTION: FOR DISPATCH

DUEDATE: 06 JAN 84

COMMENTS .

FOR ROBERT M. KIMMITT

EXECUTIVE SECRETARY
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COLLINS
Box Number
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ID  Document Type No of Doc Date Restric-
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DUPLICATE OF #25802; THATCHER TO REAGAN -
TEXT ONLY

Freedom of Information Act - [5 U.S.C. 552(b)]
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\ BRITISH EMBASSY,

WASHINGTON, D.C. 20008

TELEPHONE:(202) 462-1340

FROM THE AMBASSADOR | 20 December 1983

The Honorable
Robert C McFarlane
Assistant to the President
for National Security Affairs
The White House
Washington DC

!X P B

{}gﬁﬁ, Pl

Further to my letter of 15 December énclosing
the text of a message from the Prime Minister to

the President, I now enclose the original.

: :VE"."“"’“‘('-‘""

:fight

Oliver™
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(&\O BRITISH EMBASSY.
WASHINGTON. D.C. 20008

TELEPHONE: (202} 462- 1340

983

15 December

The Honorable
Robert C McFarlane
Assistant to the President
for National Security Affairs
The White House

Washington DC
541{&%« ’:EL“CL’/

I enclose the text of a message which the Prime
Minister has asked me to forward to the President.

I should be most grateful for your help in transmitting

b o

“ it to him.

~Oliver Wright
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NATIONAL SECURITY COUNCIL

MEMORANDUM

gggg%ggggg&ar January 23, 1984

ACTION

MEMORANDUM FOR ROBERT C. McFARLANE

FROM: DOUGLAS W. McMINN

SUBJECT: Summit White House Group Meeting with the
President--January 30, 1984, at 11:00 a.m.,
in the Cabinet Room .

As you know, we have scheduled a meeting with the President
on January 30 to review preparations for the London Economic
Summit. The proposed agenda and background paper for this
meeting are attached at Tab 1 and Tab 2. We would like to
circulate these two documents to participants in advance of
the January 30 meeting.

Accordingly, at Tab A is a joint memo from you and Mike
Deaver transmitting the agenda and background paper.

, At Tab I is a memorandum from you to Mike Deaver requesting
— - that he also sign off on the memo transmitting the agenda and
background paper for the January 30 meeting.

RECOMMENDATION

That you sign the memorandum at Tab A, transmitting the
agenda and background paper for the January 30 meeting.

Approve Disapprove

That you sign the memo to Mike Deaver at Tab I.

Approve Disapprove
Attachments
TAB I McFarlane memo to Deaver
TAB A McFarlane/Deaver transmittal memo

(1) Agenda for January 30 meeting
(2) Background paper for January 30
meeting

cc: Tyson, Sigur, Robinson and Sommer

CONFIDENTIAL
Declassify on: OADR







MEMORANDUM 0640

THE WHITE HOUSE

WASHINGTON

CONFIDENTTAL

MEMORANDUM FOR MICHAEL K. DEAVER

FROM: ROBERT C. McFARLANE

SUBJECT: Summit White House Group'Meeting with the
President--January 30, 1984, at 11:00 a.m.,
in the Cabinet Room

A meeting has been scheduled with the President on January 30
to review preparations for the London Economic Summit

(June 7-9). The Department of State and NSC have drafted a
proposed agenda and background paper for this meeting. These
papers are attached at Tab 1 and Tab 2 for your review.

We would like to circulate these two documents to :
participants in advance of the January 30 meeting. If you
concur, at Tab A is a memo from you and me transmitting the
agenda and background paper to participants in the January 30
meeting with the, President.

Attachments
TAB A McFarlane/Deaver transmittal memo
TAB 1 Agenda for January 30 meeting
TAB 2 Background paper for January 30 meeting

IDENT
Declassify on: OADR
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. _ THE WHITE HOUSE |

WASHINGTON

GONF IDENTIAL

MEMORANDUM FOR THE SECRETARY OF STATE
THE SECRETARY OF THE TREASURY
THE UNITED STATES TRADE REPRESENTATIVE
THE SENIOR WHITE HOUSE GROUP FOR THE
LONDON ECONOMIC SUMMIT PREPARATIONS

SUBJECT: Summit White House Group Meeting with the
President to Discuss London Economic Summit
Preparations--January 30, 1984, at 11:00 a.m.,
in the Cabinet Room (U)

The Summit White House Group, established by NSDD-118, will
meet with the President on Monday, January 30, 1984, at 11:00
a.m., in the Cabinet Room, to review the preparations for the
London Economic Summit. The agenda and background paper for
the meeting are attached. (9%9

Robert C. McFarlane Michael K. Deaver

Co=Chairman, Summit Co-Chairman, Summit
White House Group White House Group
Attachment
Tab 1 Agenda
Tab 2 Wallis memo to McFarlane/Deaver

cc: The Vice President

Edwin Meese

James Baker
Richard Darman
Craig Fuller
Michael McManus
Allen wWallis

Beryl Sprinkel
Doug McMinn

Robert Morris

.

Declassify on: OADR
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. CONBIDBNTIAL .,

SUMMIT WHITE HOUSE
GROUP MEETING
WITH THE PRESENT

January 30, 1984

AGENDA

1. Summary of U.S. Summit Strategy

2. Status of Summit Policy Preparations
(including February 17-19
international Sherpa team meeting)

3. Discussion of the Key Elements of
the U.S. Summit Strategy
A. Trade

B. Monetary

LCONEFIDENTIAL
Declassify on: OADR

0640

Under Secretary
Wallis

Under Secretary

Wallis

Ambassador Brock

Under Secretary
Sprinkel

Sk
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_ FOR ECONOMIC AFFAIRS - ;. .. T el
/,/ ; o WASHINGTON .
/
CONFIDERTIAL January 16, 1984
; : - MEMORANDUM FOR MR. MICHAEL K. DEAVER. . .- = .

AND MR.. ROBERT C. McFARLANE
' THE WHITE EHOUSE
o - 0
SUBJECT: Preparatory Meeting for the ﬁondon Economic Summit
January 30, 1984, 11:00 a.m=

We have requested this meeting to report to the President
on the current status of preparations for this year’'s Economic
Sumnit (June 7-9). We will also be seeking his advice and
guidance on certain of the key elements of the US summit
strategy.

I propoée the followihg as background for the meeting.

Summary of US Summit Strategy

The US strategy for London is based upon reaching two
.over-arching goals: - - o , -

1. Reinfcrcing the President's role as a leader who has
brought the United States through a serious recession to a
strong ecoriomic recovery and an accelerating werld recovery.

-- Emphasizing that over the course of the last three
summits the President has laid out a coherent strategy for
sustainable, non-inflationary growth and prosperity that
is bringing the Free World out of recession, into recovery
and greater security.

2. Building on recovery, to revitalize the international
trade and financial system on the basis of the Williamsburg -
agreements,; translating certain of these agreements into -
concrete policy commitments by the time we meet in Lcndon next
June. )

~— Seeking, on the basis of America's renewed . - -
strength and vigor, to advance the President's proposals .
. for consolidating and advancing international prosperity
and security in the years ahead.

DECLASSIFIED —
CONFIDENT
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In more spec1f1c terms, US objectlves for London are as .
follcwss e

© Sunmmit endorsement of a new round of multilateral trade

negotlatlons.'ysa T

o Agreement on the need to contlnue and strengthen closer
coordination among trade and financial policies.

O Note the progress in achieving non-inflationary
convergence Of economic performance and the role played by the
enhanced consultative process agreed at Williamsburg.

O Confirm the consensus on East-West economic relations.  ——-

O Review the successful implementation of the
international debt strategy. .

Status of Policy Preparations

The Summit Personal Representatives have met once as a
group (November 5-6 of last year). I have also met separately
twice with the British Chairman, Sir Robert Armstrong.
Armstrong has set three summit preparatory meetings ktefore the
Summit itself (February 17-19, April 6-8, and mid-May). To
date, the British are" Patterning substantive preparations

. after, and as a follow-up to, Williamsburg. They are:

©  Seeking an.agenda very similar to what was agreed for
Williamsburg.

o Preparing a concepts paper to be discussed at the

- sherpa meeting in February which will suggest topics on which

_ fully for wllllamsburg. BRI

Summit discussion should focus. . — e

©0 Following the "thematlc paper“ approach used success-— o

Key Elements of US Summit Strategy . o e

Trade L ===

‘At Williamsburg, Heads of State committed themselves to )
halt protectionism,. to achieve further trade liberalization, - .-
and to consult’ about new trade negotiations. Follow-up to
these commitments forms the core of our strategy for the London
Summit.

N S
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Our strategy envisions endorsement of the call for a new
global round of- trade-liberalizing negox1a+1ons that will help
the Summit countries:

~J

© Contain protectionism; -

o~

© Liberalize trade, espec1ally f<r our exports of
serv1ces,rhlgh technology products and agrlculture-

© FReinforce the future basis for\sustalned growth ulthout

~inflation; and

O Facilitate the resolution of the balance of payments
problemns of developing countries through expanded access for
their exports to our markets in return for reduction in
barriers in their heavily-protecteé markets.

Trade Ministers from the United States (Bill Brock),
Canada, Japan and the EC have met several times since last Jure
to discuss implementation of the Williamsburg commitments on
trade. These meetings, known as guadrilaterals, have made some
progress in finding areas where each of our countries could
take concrete, liberalizing steps as follow-up to Williamsburg
(e.g., acceleration of agreed tariff cuts, elimination of

 tariffs on imports from the least developed countries, etc.).
~Within the quadrilateral -framework, there has been support from _

both the Canadians and Japanese for a2 new multilateral trade
round.

" However, some of the participants in the quadrilateral

sessions, as well as in the Summit preparations, are skeptical

about our ability to hold off pressures for protectionism, as
the US election year unfolds. They point to protectionist
decisions made by the United States since June of last year
concerning textiles, autos and specialty steel, and argue that
this year will be even-worse. These reluctant-allieS"are even
more concerned that we will not be able "to deliver" the.
concrete new trade-liberalizing measures discussed in the_
quadrllaterals because these measures will _require legislation
in an election-year Congress. Some Europeans, France and the
EC Commission in particular, would like to be in a position to
use US protectionist actions as an excuse for avoiding any
additional trade liberalization on their part, and as ‘a means :

- to postpone calling for a new.round of trade negctiations ‘which
.they oppose at tnls tlme.

— - -
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On the US domestic side,.our trade straiegy for London - .
invites potential criticism. Trade liberalization is never an
easy task in the United States because it means that some of
our industries will lose some portion of their existing levels .
of protection. .In an election year, this might well translate
into a portrayal of the President by some as a leader who is
giving away America's strength. We reject this view completely.

The last three summits have dramatized the President’s
leadership in rebuilding America's economic and military
leadership and strength. Having laid a firm domestic founda-
tion, the President can now take the lead in opening and
strengthening the international trading and financial system to
provide the opportunities during his second term which a
reinvigorated America can exploit. This internaticnalist anad
statesmanlike approach contrasts sharply with the overt and
petty protectionist trade policies of the President's opponents.

At the London Summit, the President can build on recovery
and confirn the intention of the Summit countries to begin a
new round of multilateral trade negotiations in 1985. Securing

~agreement from some reluctant Europeans will not be easy. Our

chances will improve if we can refrain from taking major
restrictive trade actions over the coming months and if we are
committed to pressing for some (relatively modest) trade- -

. liberalizing leglslatlcn in the Congress this year.. e

‘ Economlc/Mcnetary

—~

The foremost concern of the other Summit participants will
remain their own prospects for sustained recovery and, for most
of the Europeans, rising unemployment. In addition, France and
Italy need to make greater progress on bringing down inflation
and improving their balance of payments positions. Most
(including Thatcher) seem genuinely convinced that high US
interest rates and a strong ("overvalued") dollar (which they
attribute, erroneously, to the prospect of persistent large US
budget deficits) threaten their growth and risk rekindling
inflation. Mitterrand will use these elements to justify
continued austerity policies for which, he will claim, the US
is largely responsiblé.- To varying degrees, all other Summit
participants are likely to focus attention and discussicn on
the need to reduce our budget deficits to bring interest rates
down, reduce. exchange rate volatility and. restore more stable
conditions in the international financial system.

N
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Only France may press for more progress on reform of the
international monetary system. However, in the interest of ---.--
Summit "comrity"”, it is likely that the British and Germans will"

T look for ways to accommodate Mitterrand's neeé to show that his....
initiative of last:year remains alive. Don Regan and Beryl -
Sprinkel have been working with their ‘counterparts from the
Group of 10 (G-10) industrial countrie: to identify and study
potential ways to improve the functioning of the international
monetary system. Their approach has been to focus on practical
ways in which national policies can be_ ‘mplemented and markets
pernitted to function more efficiently. We can avoid excessive
attention to this by ccntinuing to participate actively in
on-going G-10 discussions but assuring that progress remains at

- a responsible, deliberate pace. Finally aid, especially

through multilateral instituticns, will get heavy stress from

France and most of the others (partly to mask their reluctance

to do much on trade). We will be alert to opportunities to

deflect this pressure and advance our trade objective as we

move through the preparatory process.

. Allen Wallis

\
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FROM: DOUGLAS W. McMINN’g‘%‘
SUBJECT: Presidential Meeting on Preparations for the

London Economic Summit, January 30, 1984,
- 11:00 a.m.

Allen Wallis has sent a briefing memorandum to you and Mike
Deaver (Tab A), which is to serve as background for the
January 30 meeting with the President. We have scheduled
this meeting with the President to report on the current
status of preparations for this year's Economic Summit. We
will be seeking the President's advice and guidance on
certain of the key elements of the current U.S. Summit
strategy. In advance of the meeting on the 30th, Mike Deaver
has also called for a preparatory session with the Sherpa
team (Thursday, January 26 at 1:00 p.m.).

Allen's memo to you (drafted jointly by State and NSC)
summarizes:

o The overall U.S. Summit strategy;

o The status of policy preparations; and

o The key elements (trade and finance) of our Summit
strategy.

The focus of the Wallis memo is the trade component of the
London Summit. At last year's Summit at Williamsburg, Heads
of State committed themselves to halt protectionism, to
achieve further trade liberalization, and to consult about
new multilateral trade negotiations. Follow-up to these
commitments forms the core of our strategy for the London
Summit. —

Our London strategy envisions endorsement of the call for a
new global round of trade-liberalizing negotiations. The
Wallis memo emphasizes that there are both international and
domestic difficulties associated with this approach.

Declassify on: OADR ¥y
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Internationally, some of our allies are:

o} Skeptical about our ability to hold off pressures for
protectionism, as the U.S. election year unfolds.

o) Concerned that the United States will not be able "to
deliver” new trade~-liberalizing measures because
election-year legislation will be required.

o Would like to use U.S. protectionist actions as an
excuse for avoiding any additional trade liberalization
on their part, and as a way to postpone calling for a
new round of trade negotiations.

Domestically, our trade strateqgy invites potential criticism
from the President's opponents. Trade liberalization is
never an easy task in the United States because it means some
reduction in the levels of existing protection against
imports. In an election year, this might translate into a
portrayal of the President as a leader who is "giving away"”
America's strength. We reject this view completely.

We have drafted a memo from you to Mike Deaver at Tab I,
which transmits the Wallis briefing paper for his review.

RECOMMENDATION .

" That you sign the memo to Michael Deaver at Tab I.

Approve Disapprove
Attachment
TAB I Memo to Deaver
TAB A Briefing memo from Under Secretary Wallis

cc: Don Fortier
Gaston Sigur
Peter Sommer
Roger Robinson
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FROM: ROBERT C. McFARLANE NARAM‘EWMZ
SUBJECT: Presidential Meeting on Preparations for the

London Economic Summit, January 30, 1984,

11:00 a.m.

Allen Wallis has sent a briefing memorandum to us (Tab a),
which is to serve as background for the January 30 meeting
with the President. This meeting has been scheduled with the
President to report on the current status of preparations for
this year's Economic Summit. We are preparing an acenda and
Presidential briefing paper for the meeting on January 30.
Both will be sent to you for review and concurrence.

Allen's memo to us (drafted jointly by State and NSC)
summarizes:

o The overall U.S. Summit strategy;

o The status of policy preparations; and

o} The key elements (trade and finance) of our Surmit
strategy.

The focus of the Wallis memo is the trade component of the
London Summit. At last year's Summit at Williamsburg, Heads
of State committed themselves to halt protectionism, to
achieve further trade liberalization, and to consult about
new multilateral trade negotiations. Follow-up to these
commitments forms the core of our strategy for the London
Summit.

Our London strategy envisions endorsement of the call for a
new global round of trade-liberalizing negotiations. The
Wallis memo emphasizes that there are both international and
domestic difficulties associated with this approach.
However, it argues forcefully that having rebuilt America's
economic and military leadership and strength, the President
can now take the lead in opening and strengthening the
international trading and financial system.

Attachment
TAB A Briefing memorandum from Under Secretary Wallis
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FOR ECONOR/MC AFFAIRS - : . L

e | " WASHINGTON

January 16, 1984

ar . / ' MEMORANDUM FOR) MR. MICHAFL K. DEAVER
'~ AND MR. ROBERT C. McFARLANE
THE WHITE HOUSE

¥
)

SUBJECT: Preparatory Meeting for the ﬁondon Economic Summit
January 30, 19284, 11:00 a.ma

We have requested this meeting to report to the President
on the current status of preparations for this year's Economic

Summit (June 7-9). We will alsc be seeking his advice and
guidance on certain of the key elements of the US summit
strategy.

I propose the following as background for the meeting.

Summary of US Summit Strategy

The US strategy for London is based upon reaching two
over—-arching goals: A L

1l. Reinfcrcing the President's role as a leader who has
brought the United States through a serious recession to a
strong ecoriomic recovery and an accelerating wcrld recovery.

~- Emphasizing that over the course of the last three
summits the President has laid out a coherent strategy for
sustainable, non-inflationary growth and prosperity that
is rringing the Free World out of recession, into recovery
and greater security.

2. Building on recovery, to revitalize the international
trade and firancial system on the basis of the Williamsburg
agreements, translating certain of these agreements into
concrete policy commitments by the time we meet in Lcndon next
June. '

—~ Seeking, on the basis of America's renewed
strength and vigor, to advance the President's proposals
for consolidating and advancing international prosperity
and security in the years ahead.

DECLASSIFIED
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In more specific terms, US objectives for London are as
follows=<

0 Sunmit endorsement of a new round of multilateral trade
negotiations.

o Agreement on the need to continue and strengthen closer
coordination among trade and financial policies.

© Note the progress in achieving non-inflationary
convergence of economic performance and the role played by the
enhanced consultative process agreed at Williamsburg.

0 Confirm the consensus on East-West economic relations.

© Review the successful implementation of the
international debt strategy.

Status of Policy Preparations

The Summit Personal Representatives have met once as a
group (November 5-6 of last year). I have also met separately
twice with the British Chairm&n, Sir Robert Armstrong. )
Armstrong has set three summit preparatory meetings kefcre the .
Summit itself (February 17-19, April 6-8, and mid-May). To
date, the British are patterning substantive preparations
after, and as a follow-up to, Williamsburg. They are:

© Seeking an agenda very similar to what was agreed for
Williamsburg.

o Preparing a concepts paper to be discussed at the
sherpa meeting in February which will suggest topics on which
Summit discussion should focus.

o Following the "thematic paper" approach used success-
fully for Williamsburg. ‘

Key Elements of US Summit Strategy

Trade

At Williamsburg, .Heads of State committed themselves to
halt protectionism, to achieve further trade liberalization,
and to consult about new trade negotiations. Follow-up to
these commitments forms the core of our strategy for the London
Summit.
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Qur stratégy envisions endorsement of the call for a new
global round of trade-liberalizing negotiations that will help
the Summit countries:

© Contain protectionism;

0 Liberalize trade, especially f«r our exports of
services, high technology products and .agriculture;
{
© Reinforce the future basis for sustained growth without
inflation; and

© Facilitate the resolution of the balance of payments
problems of developing countries through expanded access for
their exports to our markets in return for reduction in
barriers in their heavily-protected markets.

Trade Ministers frcm the United States (Bill Brock), _
Canada, Japan and the EC have met several times since last June
to discuss implementation of the Williamsburg commitments on
trade. These meetings, known as quadrilaterals, have made some
progress in finding areas where each of our countries could
take concrete, liberalizing steps as follow-up to Williamsburg
(e.g., acceleration of agreed tariff cuts, elimination of.
tariffs on imports from the least developed countries, etc«s).
Within the gquadrilateral framework, there has been support from
both the Canadians and Japanese for a new multilateral trade
round. ' '

However, some of the participants in the gquadrilateral
sessions, as well as in the Summit preparations, are skeptical
about our ability  to hold off pressures for protectionism, as
the US election year unfolds. They point to protecticnist
decisions made by the United States since June of last year
cocncerning textiles, autos and specialty steel, and argue that
this year will be even worse. These reluctant allies are even
more concerned that we will not be able "to deliver” the
concrete new trade-~liberalizing measures discussed in the
quadrilaterals because these measures will require legislation
in an election~year Congress. Some Europeans, France and the
EC Commission in particular, would-like to be in a position to
use US protectionist actions as an excuse for avoiding any
additional trade liberalization on their part, and as a means
to postpone calling for a new.round of trade negctiations which
they oppose at this time.
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| On the US domestic side, our trade strategy for London
invites potential criticism. Trade liberalization is never an
easy task in the United States because it means that some of

our industries will lose some portion of their existing levels
of protection. In an election year, this might well translate
into a portrayal of the President by some as a leader who is
giving away America's strength. Ve reject this view completely.

The last three summits have dramatized the President's
leadership in rebuilding America's economic and military
leadership and strength. Having laid a firm domestic founda-
tion, the President can now take the lead in opening and
strengthening the international trading and financial system to
provide the opportunities during his second term which a
reinvigorated America can exploit. This internaticnalist and
statesmanlike approach contrasts sharply with the overt and
petty protectionist trade policies of the President's opponents.

At the London Summit, the President can build on recovery
and confirm the intention of the Summit countries to begin a
new round of multilateral trade negotiations in 1985. Securing
agreement from some reluctant Europeans will not be easy. Our
chances will improve if we can refrain from taking major '
restrictive trade actions over the coming months and if we are
committed to pressing for some (relatively modest) trade- -
liberalizing legislation in the Congress this year.

Economic/Monetary

The foremost concern of the other Summit participants will
remain their own prospects for sustained recovery and, for most
of the Europeans, rising unemployment. In addition, France and
Italy need to make greater progress on bringing down inflation
and improving their balance of payments positions. Most
(including Thatcher) seem genuinely convinced that high US
interest rates and a strong ("overvalued") dollar (which they
attribute, erronecusly, to the prospect of persistent large US
budget deficits) threaten their growth and risk rekindling
inflation. Mitterrand will use these elements to Jjustify
continued austerity policies for which, he will claim, the US
is largely responsikle. To varying degrees, all other Summit
participants are likely to focus attention and discussicn on
the need to reduce our budget deficits to bring interest rates
down, reduce exchange rate volatility and restore more stable
conditions in the international financial system. °
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