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Subject: 

THE SECRETARY OF STATE 

WASHINGTON 

May 14, 1984 

THE PRESIDENT 

George P. Shultz 
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Your Meeting with Japanese Prime 
Minister Nakasone at London, June 7 

Your meeting with Japanese Prime Minister Nakasone will be 
the fourth time you have met with him since January 1983. 
During the past 18 months, you have laid the foundation for a 
new relationship between the U.S. and Japan, marked by 
increased cooperation on international issues and a 
determination to resolve outstanding bilateral issues in a 
spirit of friendship and cooperation. This new era in 
U.S.-Japan relations is symbolized by your successful trip to 
Japan in November 1983 and the themes that you struck there; 
and. by the close personal working relationship that yoQ have 
developed with Nakasone. This probably will be your last 
meeting with Nakasone before the •twin• elections in November 
-- your own~ and Nakasone's as~Party President (and -therefore 
Prime Minister). 

During your meeting with Nakasone, you will want to focus 
on three objectives: 

1. Coordinating our positions on summit issues and seeking 
Nakasone's cooperation during the Summit meetings. 

2. Working with Nakasone to promote the development of an 
international partnership that includes the u.s., Japan, Canada 
and Europe. 

3. Taking stock of our bilateral relationship. 

At Williamsburg, Nakasone deftly played catcher to the 
pitches that you threw, and he is prepared to cooperate with 
you at London. However, this year's Summit is in Europe, and 
many Europeans are cautious of what they see as a shift in U.S. 
foreign policy interests towards the Pacific. Accordingly, 
they will be watching your relationship with Nakasone closely. 
This concern is compounded by the economic aspects of the 
so-called •Europessimism• issue: Western Europe's economic 
recovery and movement towards high technology have not kept 
pace with ours and Japan's. As one demonstration of this, some 
Europeans have been reluctant to move towards a new 
international trade round, which Nakasone has been in the 
forefront of pushing. 
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Tbe Summit is an excellent place to work with Nakasone to 
demonstrate to our European allies that the United states and 
Japan are not interested in a global economic condominium at 
Europe's expense. Rather, we can use the Summit to demonstrate 
that our vision of international partnership with Japan does 
not exclude Europe. The U.S., Japan and Western Europe share 
common interests and values, and it is in Europe's interest as 
well as ours to strengthen cooperation with the Japanese on 
international political, security, and economic issues and 
promote a more active Japanese international role. More than 
any other forum, the Summit symbolizes that we all are in this 
boat together. 

Nakasone may use this meeting with you to request support 
for certain of · his other interests at the Summit. We expect 
him to propose a meeting of Summit science ministers to 
consider closer science and technology cooperation. (We can 
support him on this as long as it does not become a permanent 
summit-related exercise.) He may also seek endorsement of his 
conference last March on life sciences. 

You will want to use your meeting with Nakasone also to 
review where we stand in our bilateral relationship. The 
Summit marks the formal termination of the Vice President's 
follow-up process, although our efforts to achieve further 
progress on trade issues will continue. Thanks to Nakasone's 
efforts, Japan's April 27 trade package was broadly responsive 
to our interests, although there are some areas where we were 
disappointed, such as tariff reductions. Treasury is 
encountering some tough sailing with the Japanese in our effort 
to promote a greater international role for the yen, but the 
Japanese have said that a financial package will be issued on 
May 21, prior to the Summit. In the other areas of our 

4

relationship -- defense, science and technology, cooperation on 
foreign policy issues, and educational and cultural affairs -
our relationship has never been stronger. 

Finally, you will want to discuss with Nakasone the need to 
continue to strengthen our relationship in the months ahead . 
We have demonstrated clearly since your trip to Japan that our 
relationship is too important to each other, and to the world, 
to allow it to be injured by trade or other problems. The 
follow-up showed that we have the political determination to 
remove irritants in our relationship. You will want to 
reinforce the message of the Vice President's trip to Japan -
that we need to renew our determination to remove those 
remaining obstacles to the vision of u.s.-Japan relations that 
we both share. 

'J 
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Talking Points for the President's Meeting 
with Japanese Prime Minister Nakasone 

BILATERAL 
RELATIONS 

!2 
'· t\:, ' 

~ 
~ 

i 
J 

I 
~ · 

SUMMIT 
COOPERATION 

GLOBAL 
ISSUES 

-- Our fourth meeting following 18 months of 
working closely together, during which we 
have made impressive progress in our bilateral 
relations and global cooperation. 

-- Appreciate your special efforts to achieve 
results announced in your April 27 package, and 
also in May agreement on financial/capital market 
issues. When fully implemented, these measures 
should have a positive impact on our economic 
relationship . 

- - Must now move to implement agreements. Place 
hopes on, for example, sales under your new 
telecommunication legislation and sales of US 
satellites. 

- - Must continue to work together in months ahead 
to resolve remaining issues, especially trade 
issues, such as forestry product tariffs, and 
consolidate gains of past 18 months. 

- - U. S.-Japan energy trade also remains high 
priority, particularly increasing steam coal 
trade. 

-- Our political relationship has never been 
better; Secretary Weinberger assures me we agree 
with direction on defense issues. 

- - Must also develop together agenda for future . 
Share vision that in partnership Japan and 
America can accomplish any goal. We should look 
to cooperation and competition in high 
technology, space, science, and education, for 
our nations and world. 

-- I am looking forward to working closely 
together with you again at the Summit. 

-- We continue to support your call for a new 
international trading round . Should aim for 
decision to launch in 1985. 

-- (If raised) We support your call for a meeting 
of Science Ministers on a one-time basis, but do 
not believe that it should become a regular 
feature of the Summit. 

-- We must work to prevent escalation of the 
Iran-Iraq conflict and prevent danger to 
shipping. IEA work on energy emergency prepared
ness very important. Japan can help by 
increasing its strategic oil stocks. 
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-- Despite Soviet efforts to chill our relation
ship , I continue to work for relaxation of 
tensions with Soviet Union and encourage their 
return to nuclear arms control talks . 
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MEMORANDUM FOR: 

FRO.M: 

SUBJECT: 

J. THE SETTING 

)Df1lm1AL 
THE SECRETARY OF STATE 

WASHINGTON ~ HAY 14 P!Z :AJ 
May 14 , 19 8 4·. 

THE PRESIDENT 

George P. Shultz 

Your Bilateral .Meeting at London with 
Italian Prime .Minister Craxi 

Your meeting with Craxi will present an opportunity, with 
one of our key security partners, for an important exchange of 
views on East-West relations and the Alliance arms control 
strategy. You established a basic intellectual rapport with 
Craxi last October 20 on the need for allied unity and 
toughness in dealing with the Soviets. Since then Craxi 
confidently presided over the beginning of GLCM deployment at 
Comiso in Sicily, but more recently has put forward a 
troublesome suggestion for a moratorium, on which you have 
written him. 

From the standpoint of U.S. interests, Craxi is in many 
respects the best Italian Prime Minister we could hope for at 
the present. He may remain in office for some time. The key 
to Craxi" s already impressive longevity is the lack of a viable 
alternative. The Christian Democrats remain demoralized 
following their sharp electoral setback a year ago; they fear a 
further loss in the European Parliament elections next month, 
and need time to rebuild their party. 

Craxi has also succeeded in projecting an unusually 
assertive image for an Italian Prime .Minister, mostly through a 
willingness to confront the Communists. Though the Communists 
and their parliamentary allies have succeeded in trimming back 
the government's austerity program, Craxi hopes his vigorous 
leadership style and strong anti-communist stand will reap 
electoral benefits next month, giving his government new 
momentum. 

There are no unique economic problems between the U.S. and 
Italy. Italian Summit positions on economic and trade issues 
will probably parallel those of the other EC countries 
present. Craxi may note uneasiness over high U.S. interest 
rates and the perceived overvaluation of the dollar. ln view 
of his own gaping budget deficit (15% of Italy s GDP), Craxi is 
unlikely to try to make an issue of the U.S. deficit. 
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The Italians -- and Craxi personally have expressed 
enthusiasm about cooperation on the space station. Craxi wrote 
you to highlight Italy_ s interest in offering a high-quality 
technical contribution to the project, and he warmly received 
NASA Administrator Beggs in Rome. 

Should the terrorism issue arise at the Summit, Italy will 
listen sympathetically, but will be reluctant to move beyond a 
general European consensus regarding multilateral cooperation._ 
(Jtaly has a good track record on bilateral cooperation against 
Libyan and other terrorist threats.) 

!J. ISSUES 

l. INF 

Craxi has put a definite Western imprint on his Socialist 
Party, an important reflection of which was Socialist support 
for the Italian decision in 1979 to allow new !NF deployment in 
Italy. Craxi emerged highly impressed and enthusiastic from 
his meeting with you last October, and feels that he enjoys an 
important personal relationship with you. Ee may, however, 
have lingering doubts about the Administratiod s commitment to 
constructive negotiations with the Soviets. 

Craxi wants to build an image of activist and peacemaker, 
and genuinely worries that the present East-West deadlock is 
unacceptable. Consistent with this, Foreign Minister Andreotti 
stood firm when visiting Moscow last month on the key arms 
control issues, but sought to define some potential middle 
ground in the CDE talks in which the Soviets would consider 
Western proposals if the West would play ball on non-use of 
force (we see no sign of such Soviet flexibility). Shortly 
after Andreotti' s return, Craxi strayed from the agreed 
Alliance position on !NF in early May with his unfortunate 
public suggestion in Lisbon about a possible pause or 
moratorium on deployments if the Sovi~ts would return to the 
negotiating table. You wrote him directly to explain why this 
would be a tactical disaster, leaving the Soviets to negotiate 
endlessly with 40 U.S. missiles outbalanced by over 1300 Soviet 
INF warheads. The other Allies, including the Dutch, have 
shown no sympathy with Craxi for this public breaking of 
ranks. Craxi is sensitive about the firm Allied rejection of 
his idea, and about what he perceives as the public criticism 
of it in Washington. You will want to make clear that we 
continue to value Craxi' s support and counsel, but believe that 
Alliance solidarity, based upon intimate private consultations, 
is the only way to bring the Soviets back to the bargaining 
table. 
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2. East-West Relations . . 
Jn his White House meeting Craxi laid out his view that 

Soviet Communism was now Russian despotism in Marxist 
covering. Stressing that without the existence of militari_ 
balance peace was a fragile thing, Craxi noted that an 
adversary which gained suEeriority would use it to its own 
advantage. 

Such cand i d views remain vintage Craxi and are one reason 
why !taly s Communist party cannot abide him. Notwithstanding, 
Craxi bel i eves it is essential to keep rines of communication 
with Moscow open. The !talians were gratified by the courteous 
treatment Andreotti received in Moscow, but discouraged by 
Gromyko's uncompromising attitude toward NATO and the U.S . 
Craxi would undoubtedly be impressed to hear directly from you 
about our many substantive prop::,sals and probes for a renewed 
dialogue , since the extent of our efforts are often not fully 
appreciated in Europe. 

3. The Middle East 

Italy continues to aspire to an active Mediterranean and 
Middle East role, a desire we generally consider helpful. A 
word of appreciation for the Italian MNF performance in Lebanon 
would be appropriate (the MNF was withdrawn subsequently to 
your last meeting). The !talian commercial relationship with 
Libya remains important (and lucrative), though we have 
succeeded in getting Rome to cut off new arms sales. Jtaly has 
no illusions about Qadhafi, but believes a complete break with 
the West could create a worse situation. !t would be useful 
for you to stress our desire for collective action since our 
unilateral measures alone will not bring Qadhafi into line. 
Regarding the Gulf, !taly has reluctantly agreed to halt arms 
sales to Iran. Andreotti deserves the major credit, but your 
~upport for this move with Craxi could strengthen the 
governmen~ s resolve to hold the l i ne ~n this costly commitment. 

4. China 

While Ital i an interests in the Far East are minimal, Crax i 
would be flattered if you would share with him the results of 
y ou r Ch i na tr i p, along with your thinking about the strateg i c 
u . s . -soviet-Chinese tr i angle . 



TALKING POINTS FOR THE PRESIDENTS ~IBETING AT LONDON 
WITH ITALIAN PRIME MINISTER CRAXI 

INF 

--I appreciate that you and your party were key to Italy s 
INF commitment. We continue to value your support and counsel. 

--NATOs INF objectives, as we discussed at the White House 
last October, remain valid: to reestablish a military balance 
at the lowest possible level through negotiations. 

--Alliance solidarity, based on private consultations, is 
the only way to bring the Soviets back to the bargaining table. 

--NATO is of course prepared to stop, or reverse, 
deployment, or remove missiles altogether, but only as the 
result of an equitable agreement which results in substantial 
reduction of Soviet systems. 

--The Soviets coldly calculate their security interests. 
We must hope that NATOs continuing resolve will induce 
meaningful negotiations: 

EAST-WEST RELATIONS 

--I admired your insights with me last October about the 
Soviets: "A Russian despotism in Marxist covering." 

--We are sincerely committed to a better East-West 
relationship based on military balance and realistic 
negotiations. Our many arms control proposals and efforts to 
renew dialogue in recent months testify to this. 

--Italy s consultations with us before and just after 
Foreign Minister Andreotti' s April trip to Moscow were a model. 

MIDDLE EAST 

--Italy s role in the Lebanon MNF was splendid. We will 
never forget your help to our Marines. 

--You know our concerns about Qadhafi: We should seriously 
consider collective measures against Qadhafi since our 
multilateral actions alone cannot work. 

--I appreciate Italy s decision to halt arms sales to Iran. 

CHINA 

(Grace note) 
my trip to China. 

I would like to provide you impressions of 
DECLASSIFIED 
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I MEMORANDUM FOR: 

From-: 

Subject: 

I. SETTING 

THE SECRETARY Or STATE 

WASHINGTON 

May 14, 1984 

THE PRESIDENT 

George P. Shultz 

London Summit: Bilat~lff,ffif4'1 U~~_,.2 Chancellor Kohl l""IL 

Helmut Kohl will join us in viewing the Summit as a 
means of demonstrating confidence in economic recovery and 
calling for that recovery to be broadened and sustained. He 
supports measures to cut budget deficits and control 
inflation. He is a firm supporter of free trade and an 
opponent of protectionist measures. Beyond the Summit's 
economic message, Kohl sees the meeting -- together with this 
spring's high-level Western consultations in NATO and the 
OECD -- as an important opportunity to show the closeness and 
thoroughness of our policy coordination process. 

Kohl feels growing confidence in the recovery of the FRG 
economy. After three years of recession, real GNP growth 
there will probably exceed 3% this year, inflation has been 
brought down to 3%, and although unemployment remains a 
serious problem at over 9% it appears domestically 
tolerable. Despite complaints from some West German 
sophisticates about Kohl's uninspiring leadership image, he 
seems to retain voter support. The SPD opposition has its 
own more serious leadership problems, and it remains 
uncertain about whether to abandon at least tacitly its 
emphasis on INF and concentrate instead on bread-and-butter 
economic issues of interest to its traditional supporters. 
Kohl's coalition partner, Genscher's FDP, is becoming 
progressively weaker and faces an uncertain future. 

II. ISSUES 

1. East-West Relations 

Kohl believes that the Soviets miscalculated the effect 
of their unsuccessful INF challenge in the FRG. At the same 
time, in the wake of that Soviet failure, he thinks that the 
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West must retain the initiative 1n offerin~ constructive 
cooperation with the USSR, and he believes that a dynamic 
Western move could improve East-West political dialogue and 
lead to arms control progress. Kohl was very pleased, during 
his Washington meeting with you in March, to hear your views 
on this issue. But with nuclear arIT.s control negotiations 
still stalled and the Soviet posture beco~ing increasingly 
hard-line, he may urge again that we offer new arms control 
initiatives in order to persuade the Soviets that it is in 
their interest to resume the START and IKF talks. You will 
want to make clear that our policy of openness to dialogue 
with the Soviets will remain steady despite Soviet efforts to 
poison the atmosphere, but that we should not reward Soviet 
i~transigence with unilateral concessions. 

2. Hi9h-Level Western Consultations 

The ministerial meetings of NATO and the OECD, together 
with your trip to Europe and the London Sununi't, comprise an 
extraordinarily intensive round of high-level consultations. 
They help reaffirm our commitment to the security of Europe 
as the key to our own security, as well as the crucial 
importance of Western solidarity in addressing economic 
protlems and finding more complementary approaches to Third 
World issues. Kohl will want to demonstrate publicly that 
there is a shared Western sense of purpose and commitment. 
He will want to point to a new spirit of dynamic .optimism in 
our respective recoveries, as well as to a firm belief in the 
~ontinued strength of NATO and to Western desires for 
iwproved East-West relations. 

3. Economic Relations 

Kohl, who is modest about his econo~ic expertise, has 
been relatively restrained in making public statements which 
might be interpreted as critical of our economic policies. 
To the extent that he may share the view of some Europeans 
about a link between European economic problems and US 
interest rates, the strong dollar and budget deficits, you 
may wish to set him straight. He should be reminded of the 
positive trade benefits the Europeans derive from the US 
recovery, as well as of your efforts to bring about 
significant reductions in the budget deficit. Kohl does 
share your commitment to resist protectionist pressures. He 
also has a firm commitment to the EC, and he seems willing to 
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go far in resolving the Community's current problems; we are 
very sympathetic to those problems, but we are unwilling to 
have them resolved at the expense of our trade interests. 

4. Strategic Defense Initiative 

This issue could come up in isolation or 1n the context 
of discGssion about the separate issue of FRG commitment to 
the space station project. Kohl recognizes the need for SDI 
research -- given what the Soviets are already doing -- but 
he is concerned about the implications of SDI for arms 
control and nuclear deterrence, and particularly for the 
maintenance of US-European strategic coupling. Foreign 
~inister Genscher has said publicly that the US and Soviet 
Union should begin "preemptive" negotiations now on space 
weapons, and called for extremely close consultations within 
the Alliance on SDI. You will recall that, at his request, 
we briefed Genscher on SDI just before his ~eeting with you 
on May 7. 

Attachment: 

Biographic Information 
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SUGGESTED T.L.LKING POINTS FOR 'THE PRESIDE:t-,;T' S 
MEET Il~G WI TH FRG CJ:-=.,ANCELLGR KOI-iL 

EAST-h'EST 
RELATIONS 

EI GE-LEVEL 
WESTERN 
CONSULTATIONS 

ECONOMIC 
RELATIOKS 

STRATEGIC 
DEFENSE 
INITIATIVE 

-- On relations with the Soviets, we 
believe our current posture is the right 
one: we are readv to talk but not so eacer . ~ 

that we will make unilateral concessions on 
substance. 

-- We understand the special relationship 
between the FRG and GDR, and we welcome 
increased cooperation in that relationship 
(within Alliance context). 

-- My visit to Europe and participation 
in this Summit,together with the recent 
NATO and OECD Ministerials, underscore the 
importance we place on high-level Western 
consultations. 

-- We remain committed to the defense of 
Europe as the key to our own security, and to 
the importance of Western solidarity in 
addressing economic problems. 

-- We have succeeded in lowering inflation and 
promoting non-inflationary growth, and our 
recovery (and trade deficits) stimulates 
European growth. 

-- Reduced deficit remains a key priority, 
but we see no strong causal link with 
interest rates, which should decline as 
market reacts to lower inflation. 

-- We are sympathetic to EC problems, but we 
cannot accept efforts to resolve them at the 
expense of our exports (e.g. corn gluten). 

-- We have consulted closely with Allies 
since beginning of SDI, including 
special session for FM Genscher in May. 

-- Given Soviet effort, we have no choice but 
to undertake similar research consistent with 
treaty obligations. 
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-- These technologies have potential for 
enhancing deterence and increasing alliance 
security. We will know ~ore after research 
1s completed. 

We proposed to s6viets last year that we 
discuss defensive technologies in a 
government-to-government foruffi. They did 
not take us up, but offer still stands. 

-- On anti-satellite weapons, we don't think 
it advisable to begin negotiations until we 
have identified a verifiable and e~uitable 
proposal that would be compatible with our 
national security. We haven't identified 
one yet, but we continue to look. 
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MEMORANDUM FOR: 

From: 

Subject: 

I. THE SETTING 

THE PRESIDENT 

George P. Shultz 

Your Meeting with Francois Mitterrand 
President of the French Republic 

Unlike earlier summits, we anticipate fewer differences 
with the French at the London Summit. The State Visit in March 
was a major success in underscoring our similarity in thinking 
on Alliance and defense issues. The French have also been less 
vocal in criticizing our economic policies of late, perhaps in 
part because the Socialist government has adopted a pragmatic 
austerity program similar to our own -- and it is beginning to 
show results. We continue to cooperate in the Middle East and 
Africa. We have differences on Central America, usually 
contained by the French willingness to acknowledge U.S. vital 
interests in that region. 

Mitterrand is preoccupied with domestic issues. Rising 
unemployment (now slightly over 9 percent) and government 
cutbacks in failing nationalized industries have generated 
violent outbreaks of labor unrest in affected regions. 
Mitterrand's standing in the polls remains unprecedentedly 
low. Despite strong criticism and threats from his Communist 
allies to leave the government (the socialists can govern 
without them), Mitterrand remains doggedly determined to pursue 
a long-term restructuring of France's older, Treasury-draining 
heavy industries in order t o channel more resources into the 
high-technology new industries. Where the socialists were once 
talking nationalization, reflation and subsidies, they are now 
emphasizing investment, careful management and private 
initiative. It is perhaps an historic shift. 

Elections to the European parliament (June 14-17) will be 
seen as a test of Mitterrand's dom~stic standing, though they 
will have no practical effect on the government. A cabinet 
shakeup is widely expected after the election, and the 
Communists may go into the opposition at that time. 

The French have been reticent to discuss their Summit 
intentions, but are likely to stress the need for greater 
investment in emerging technologies and industries. They will 
join other participants in calling for fiscal restraint; the 
French believe the U.S. deficit causes high interest rates and 
an overvalued dollar. 
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Mitterrand has been universally credited with having 
conducted France's EC Presidency with skill, vigor and 
fairness. Much was accomplished, including a settlement of the 
complicated agricultural and revenues issues. The one 
remaining issue is the size of the British rebate, though it 
has been largely detached from other problems. Few expect a 
breakthrough on this at the final French-chaired summit in late 
June, but the EC has clearly weathered the crisis it faced six 
months ago. The threatened tax on soybean imports did not 
materialize, and the issue of corn gluten import restrictions 
has been relegated to negotiations in the GATT context. 

II. ISSUES 

1. East-West Relations 

Mitterrand will travel to Moscow, possibly within several 
weeks of the summit, ending the freeze on the annual 
Franco-soviet summits which had been the practice in previous 
administrations. This trip was announced just prior to his 
State visit here, perhaps to placate Gaullist sentiment which 
still favors more •balance• in East-West ties than Mitterrand 
has brought to French foreign policy. Mitterrand is reportedly 
prepared to discuss both multilateral issues and a modest 
improvement in bilateral relations. You might want to probe 
for a clearer idea of his goals and intentions. You might 
usefully detail our many attempts to put forward substantive 
arms control proposals and to renew the u.s.-soviet dialogue; 
it would be helpful if Mitterrand would carry to the soviets an 
impression of your personal commitment to better East-West 
relations, notwithstanding recent Soviet actions calculated to 
poison the political atmosphere. 

2. U.S. - E.C. Relations 

The French were the prime movers behind the EC decision to 
seek limits on imports of u.s corn gluten. Bilateral GATT 
discussions should start by mid-summer. However, the EC has 
shelved for now the proposed tax on fats and oils (aimed at 
U.S. soybean imports). You made a forceful presentation to 
Mitterrand in March on the issue of agricultural protectionism, 
reminding him of your personal opposition to the Wine Equity 
Act. You may wish to recall our continued opposition to 
protectionist measures as a means of solving the Community's 
agricultural problems, while expressing satisfaction that 
Mitterrand shares your commitment (in principle) to free trade. 

CON~ENTIAL 
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3. Central America 

The El Salvadoi election is tanaible ev1aence of the 
developing democratic process which-you tol~ Mitterrand in 
March was moving that country on a moderate and positive path. 
Now is the time for the international democratic community to 
provide support to Jose Napoleon Duarte in the difficult 
challenges he faces. In contrast, there is little indication 
that Nicaragua wishes to move in a similar direction. The 
Sandinistas have rejected the Nicaraguan Catholic Church's call 
(in the Easter pastoral letter) for a national dialogue that 
would include anti-GRN guerrillas. The French continue to look 
through rose-colored glasses at Nicaragua, and are prepared to 
credit the election process underway there with more 
credibility than are we. The French professed to be shocked by 
the mining of Nicaraguan ports. In late March French Foreign 
Minister Cheysson wrote to Columbian President Betancur 
offering French assistance to help clear Nicaraguan ports if 
there was a general appeal from the countries of the region. 
The regional countries criticized the initiative and the French 
Government has not, to date, pressed it. Mitterrand may raise 
the mining issue with you. 

4. Persian Gulf Security 

The French share our deep concern that escalation of 
Persian Gulf hostilities could threaten shipping through the 
straits of Hormuz. Our quiet military-to-military 
consultations with the French on Persian Gulf contingencies 
have been useful. The French are very sensitive, however, that 
these consultations be kept confidential and wish to avoid any 
appearance of joint planning or action. You may want to 
indicate our appreciation of French sensitivities and 
satisfaction with present consultations, while stressing that 
further cooperative steps will be necessary if hostilities 
escalate. 

CON~ENTIAL 
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POINTS FOR ~HE PRESIDENT'S 
MEETING WITA FRENCH PRESIDENT FRANCOIS MITTERRAND 

COtJRTi::SY POINT 
-- Your visit was a trenendous success in reaffirming the 

closeness of French-American relations and underscoring our 
common commitment to a strong, healthy Alliance. 

EAST-WEST DIALOGUE 
-- Alliance unity on INF and implementation of deployments 

on schedule remain essential. Any moratorium would only 
encourage the Soviets to stall in the negotiations and 
perpetuate the present INF imbalance. 

-- soviet boycott of the Olympics is a disappointment and 
reflects obvious decision in Moscow to further poison the 
East-West atmosphere in response to INF. Your visit to Moscow 
~ill be of interest in gauging the mood there and the prospects 
for a soviet resumption of a more serious dialogue with the 
West. 

US - EC TRADE ISSUES 
-- The American economic recovery has been sustained 

through the first two quarters of the year. our recovery is 
having a positive impact on western Europe, and is helping to 
bring about an overall recovery. 

-- The U.S. will continue to resist protectionist 
pressures; I have a deep commitment to free trade and will 
continue to work for further reductions in trade barriers. 

-- we remain concerned about Community efforts to restrict 
American agricultural imports (corn gluten, fats and oils). We 
understand the need for reform of the Common Agricultural 
Policy, but not at the price of hurting U.S. farmers. 

CENTRAL AMERICA 
-- The process of democratization in Central America 

continues; the El Salvador elections show that democracy can 
prevail over intimidation and repression. 

-- Nicaragua continues to act in a destabilizing manner in 
the region. We have told the sandinistas privately and 
publicly that concrete measures they might take to address U.S. 
concerns would be met in kind . 

-- we will continue to support the Contadora Group's 
efforts to seek a meaningful, verifiable accord on regional 
issues. 

GULF SECURITY 
-- we are prepared, if diplomatic means fail and Iran uses 

force to close the Gulf, to intervene to preserve western 
access to oil supplies. We appreciate our quiet 
military-to-military dialogue. We are not proposing joint 
action, but close cooperation will be essential if the conflict 
escalates. 
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NORTHERN IRELAND 

The Northern Ireland problem centers on the question of 
whether Catholic nationalists should continue to remain a 
minority (40 percent) in Northern Ireland, or the Protestant 
unionists, by coercion or consent, should become a minority in 
a federal or united Ireland. Resolution of the problem seems 
as distant as any time in the last decade. However, both the 
Irish and British Governments, and the principal parties in the 
Republic, generally agree that any change in the status of 
Northern Ireland should come about within a democratic context, 
taking into account the wishes of a majority of the people in 
the North. 

In 1972, Britain suspended majority (Protestant) rule in 
the North and now governs through a Northern Ireland 
secretary. successive British governments have developed 
proposals for a return to self-rule combined with power-sharing 
between the two communities. Self-rule potentially could open 
up avenues toward Irish unity, but all recent efforts to 
implement self-rule have failed. Both nationalists and some 
unionists are boycotting the local Northern Ireland Assembly. 
The future of the Assembly is in doubt. 

Little fundamental in Northern Ireland has ,changed in 
recent years, although the level of violence is declining. 
Within the nationalist community, there has been some shift of 
electoral support away from the democratic constitutional 
nationalists (SDLP) toward the violent nationalism of 
Provisional Sinn Fein (PSF)--the political wing of the Irish 
Republican Army (IRA). 

Prime Minister FitzGerald is alarmed by the increasing 
alienation of the nationalist population in the North, the 
continuing constitutional deadlock, the stagnation of the 
Northern Ireland economy, and by the swing in electoral support 
in the North toward violent nationalism. The Irish see the 
IRA/PSF as an eventual threat to democratic institutions in the 
Republic itself. FitzGerald has been seeking to engage Mrs. 
Thatcher in a process by which Catholic nationalists in the 
North would be able to share power and to see some movement 
toward the eventual integration of the island. 

FitzGerald enjoys harmonious relations with London. He 
well understands that a precipitous British withdrawal from the 
North could provoke sectarian chaos and threaten the stability 
of the whole island. Last year, he convened in Dublin the "New 
Ireland Forum," a congress of four democratic nationalist 
parties from both parts of Ireland to study problems and 
practical prospects for achieving Irish unity. 
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FitzGerald's aim in the Forum was first, to create a 
consensus among democratic nationalist partes as to how the 
goal of eventual Irish unity should be pursued by his 
government; and secondly, to shore up the credibility of John 
Hume's beleaguered Social Democratic and Labor Party (SDLP) in 
the North--the principal representative of constitutional, 
democratic nationalists. 

The just-issued Forum report is critical of British rule in 
the North and calls for unification of Northern Ireland with 
the Republic. The report condemns violence and has other 
helpful elements, including recognition of the Protestant/ 
British identity of Northern unionists. But it recognizes also 
that, before there can be movement toward unity, nationalists 
must first win the consent of a majority of the people in the 
North. The British have not yet responded comprehensively to 
the report. 

The Irish hope that the Forum report will receive serious 
study by the British and that the us will continue to encourage 
both governments to work toward a solution of the problem. 
Mrs. Thatcher and FitzGerald will have an opportunity to 
discuss Northern Ireland when they meet at the EC Summit in 
June. Without · addressing the specifics in the report, we have 
said that the us hopes the Forum process and the Forum report 
will strengthen Anglo-Irish cooperation and aid in resolving 
the Northern Ireland problem and in reconciling the two 
communities. 

The US has carefully avoided a direct role in the Northern 
Ireland question, convinced that the people concerned, and the 
Irish and British governments, should work together to promote 
a resolution of the problem within a democratic context. In 
successive st. Patrick's nay statements, the President has also 
emphasized our commitment to end any American links with the 
violence in the North by vigorously pro~ecuting those involved 
in gunrunning or other illegal activity. We have endorsed 
efforts by private groups, such as Cooperation Ireland, to 
promote reconciliation. we have encouraged us firms to 
consider job-creating investments in both parts of Ireland. 

The bipartisan cong~essional •Friends of Ireland• generally 
supports the Administration on this issue, but explicity 
endorses Irish unity. A proposal by Senator Moynihan, calling 
on the President to appoint a "special envoy• to Northern 
Ireland, is not widely supported by the Friends. None of the 
major parties concerned has askea that the us get in the middle 
of this contentious dispute. 

May 9, 1984 
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SUMMIT BACKGROUND PAPER 

US-EC RELATIONS 

Although the European Community is in "crisis," a resolution 
(CAP reform, UK financial contribution, Spanish and Portuguese 
membership) appears probable. The Ten recently agreed on an 
agricultural package, including higher 1984-85 support prices, 
measures to curtail milk production and reform of the system 
fixing prices in national currencies. The remaining stumbling 
block is EC finances. Mrs. Thatcher is blocking a needed increase 
in EC revenues until and unless the issue of budgetary 
contributions is resolved. (Both the UK and Germany contribute 
more to the EC than they receive.) The Europeans hope, but are 
not certain, that a solution can be reached no later than the next 
EC Summit (June 25-26 in Fontainebleau). 

The final EC package, however, will almost certainly not solve 
key u.s.-EC differences over agriculture, including export 
subsidies and other policies affecting u.s. exports of grain, 
poultry, canned fruit, raisins and other agricultural products. 
While the latest price increases are below the European rate of 
inflation, farm prices were raised again for the major producing 
countries. Reform falls far short of what is needed to end the 
EC's artificial stimulus to ever-larger surpluses dumped on world 
markets with the aid of export subsides. As part of the package, 
the EC also decided to seek, through procedures under Article 
XXVIII of the GATT, to restrict imports of U.S. corn gluten feed, 
now worth over $500 million a year. Because of size of this trade 
and the precedent it might create for our $4 billion trade in 
soybeans and other oilseed products, we have warned them that it 
will be virtually impossible to agree on adequate compensation. 
Unilateral limitations would certainly provoke u.s. retaliation. 
We see corn gluten as the major u.s.-EC trade problem for the rest 
of 1984. Our soybean exports would be directly affected by 
another EC proposal, a consumption tax on vegetable fats and 
oils. This proposal, however, has not been approved and is not 
likely to be in the near future. 

The Europeans are concerned about U.S. Section 201 (escape 
clause) cases on carbon steel and shoes due for decision this 
autumn, the Wine Equity Act, which the Administration opposes, and 
the Section 232 (national security) action , on machine tools (even 
though this would have its greatest impact on Japan). Other 
active economic issues between us and the EC countries include 
"extraterritoriality," focusing on the perceived tightening of 
u.s. export control procedures, our recent antitrust and subpoena 
actions against UK firms and unitary taxation by states. 

Potential problems might also arise from what has been termed 
"Europessimism", a feeling of economic malaise that focuses on two 
issues. One of these is concern about losing competitiveness in 
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high technology to the U.S. and Japan. This could lead to "infant 
high-tech industry" protectionism in Europe. The other focus of 
pessimism has derived from current low growth and high 
unemployment in Europe, and led to European criticisms of U.S. 
macroeconomic policies. However, our divergences over 
macroeconomic policy have diminished as European governments 
increasingly realize their economic problems are of domestic 
origin, and that increased flexibility , and reduced government 
spending, should be their objectives. Even the French have come 
to stress these points. The recent economic upturn in Europe has 
also helped. 

overall, the problems in u . s.-EC relations are serious, but 
not critical. The size of our two-way trade (about $90 billion) 
and the strategic importance of the EC member states require that 
both sides work to resolve our problems. Careful management, 
including heavy involvement by cabinet-level officials, has kept 
U.S.-EC differences under control. Continued efforts will be 
needed over the next six months if this record is to stand . 
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The Middle East 

The peace process remains our first priority. However, the 
current situation is not promising for active diplomacy or new 
initiatives. The parties are waiting for the elections in 
Egypt, Israel and the U.S.; Hussein is not ready; the 
Palestinians, especially the PLO , have not acted decisively to 
support Hussein ' s entry into talks; Israel continues with its 
settlements policy in the West Bank, and Syria remains opposed 
to negotiations. Despite this gloomy outlook, we want to 
reassure our friends that we are still committed and will be 
alert to opportunities to make progress. We want them to know 
that when the time is right, the U.S. will resume an active 
role as an honest broker , but we cannot impose peace or force 
the process until the parties concerned are ready to move 
forward. Direct negotiations between Israel and the Arabs are 
the only practical approach; Hussein's entry into talks with 
Israel is the key. 

In Lebanon, our goals remain the achievement of national 
reconciliation, restoration of the Government of Lebanon's 
authority, withdrawal of foreign forces and security for 
Israel's northern border. We regret the Government's decision 
to cancel the May 17 Agreement, and we are urging the Lebanese 
to enter into direct negotiations with Israel to find an 
alternative formula for Israeli withdrawal in a way that 
ensures the security of Israel ' s border. The ceasefire remains 
fragile and, as always i n Lebanon, will depend on the extent of 
political pro~gress. The situation in southern Lebanon 
continues to deteriorate . The Israelis have virtually severed 
the south from the rest of Lebanon and have centered their 
efforts to ensure the security of their border on the "Army of 
South Lebanon." Meanwhile, the Lel:>anese economy is on the 
verge of collapse. Only an improvement in the security 
situation will help . The recently announced Karami Cabinet 
appears to be a step toward formation of a more broadly based 
government and needed internal reforms. Although Karami is 
Syria's candidate, he is a pragmatic Lebanese politician who 
has previously served nine times as Prime Minister. We have 
worked with Karami in the past and expect we will be able to do 
so in the future. 

The Iran-Iraq war still has a dangerous potential for 
widening in the Gulf, threatening the security of other Gulf 
states, international navigation, and access to oil . Given 
Iran ' s intransigence, we believe that ending arms sales to Iran 
is the most promising way of bringing that country to 
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negotiate. We have urged all western governments to do so, 
with mixed success. We remain formally neutral in the war, but 
we have taken a number of steps to bolster Iraq's ability to 
resist. We do not believe direct U.S. military aid would be 
beneficial. 

The threat to the Gulf is not immediate, but it is a real 
danger. We have made contingency plans to intervene 
militarily, if needed and if diplomacy fails, should Iran try 
to close the Strait or stop exports from the lower Gulf. Among 
our allies, the UK has agreed, in principle, to cooperate, but 
France remains opposed to multinational planning. We have 
consulted with the Gulf states and anticipate their cooperation 
in case of a crisis . However, they are wary of U.S. constancy 
and have not agreed to the kind of access and prestockage we 
need to meet our obligations most effectively. Keeping the 
Gulf open and minimizing damage to oil markets will also 
require western states and Japan to cooperate in ways they 
can. One need will be for a coordinated energy strategy to 
prevent panicky reactions. Besides our political/military 
exchanges with the UK and France, we have had energy 
consultations with the UK, France, the FRG, Italy and Japan. 

Iran may be considering developing a chemical warfare 
capability in response to Iraq's CW attacks. We are encouraged 
that the UK and the Dutch have controlled exports of CW 
materiel to both countries, as we have, and that the EC Ten 
have agreed to join this effort. We hope the Ten will move 
forward to implement controls on chemical exports. 




