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June 3, 1982
/
FROM: SJF - Paris, France

T0: V&S, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH

The following comes from a background interview with
French Foreign Minister Claude Cheysson:

With the consent of the French, the economic-summit
participants will agree to President Reagan's proposal to
increase the interest rates paid to Western creditors by
the Soviet Union.

In exchange, Cheysson indicated that the French believe
that they have won Reagan's 0.K. for’§’General Electric's
French subsidiary to provide technology for the Trans-
Siberian pipeline.

This agreement probably will not appear in the summit
communique, however. ''This is not on the agenda,''
Cheysson said. ''We'd be very sorry if it became an
essential part of the summit. Not that it troubles us, but
we feel that it is not why we are in Versailles. These
issues won't be discussed at the table by the leaders, but
between meetings.''

Cheysson also emphasized that he is agreeing to higher
interest rates for the Soviets for economic, not political,
reasons. An aide noted that Western creditors already are
overextended to the Soviet Union and the Eastern bloc.
Cheysson said the French also cannot accept any cutback in
trade with the Soviets. ''At a time when we insist on the
liberalization of trade,'' he said, the cannot afford

having a decline in our trade relations with the Soviets.
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If you agree there should be a boycott--we don't play
ball. *?

He also expressed skepticism that the West could win
economic warfare with the Soviet Union. ''Many have said
that may bring the Soviets to kneel down,'' he said.
''"There, I don't follow. Why? Don't forget that we are
dealing with a totalitarian state. They are in a position
to impose, I would say, anything on their people. So we
cgn't bring the Soviets to kneel because they don't have
the money. I think we may be out of breath before they
are.'' He added that the Eastern European countries are
more susceptible to economic pressure ézgg/;he West than
the Soviet Union, and that indirectly has an impact on the
Soviets.

Ove:ﬁil, Cheysson said the French support Reagan's view
of East-West relations. ''We French are probably the
firmest with the U.S. in our attitude toward the Soviets,''
he said. ''As long as they have troops in Afghanistan, we
cannot have normal relations with them.''

Nor do the French want to give the Soviets technology
that might help them militarily. ''We should be extremely
strict in offering to the Soviets anything that can help
them--in their military efforts,'' Cheysson said. ''In
particular, no technology!'' He said it is ''no secret!!?
that the Soviets tried to get some prohibited

telecommunications equipment from the West with the pretext
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of using it for the Trans-Siberian pipeline.

He said the French remain committed to blocking any
Western equipment for the pipeline that might help the
Soviets militarily. ''If there is something in those rotors
that belongs to advanced technology, I wouldn't press for
that,'' he said. ''If it is just rotors, ordinary rotors,
or ordinary rotors that exist elsewhere, we are pressing.'

Has the U.S. agreed to release the General Electric
equipment that the Soviet Union seeks for the pipeline?

'*"It is not clear,'' Cheysson replied. ''The flat 'no’ that
(e

we heard in the beginning is no more there. There is no
agreement.

Tt is wel{fknown that the U.S. has indicated a
willingness to back down on the issue of pipeline
technology if the Europeans would agree to cut back on
credit subsidies to the Soviet Union. Cheysson saZéfé%;g;
nations at the Versailles summit will confirm that ''we're
ready'' to eliminate credit subsidies at the next OECD
meeting. This would mean reclassifying the Soviet Union as
a/ﬂétegorx;ﬂhe——or highly developed--nation when it comes
to obtaining credit. But currently the Soviet Union is
classified as a/Qategory/T%o nation. It is believed that
ﬁétegory phe nations will soon be paying an interest rate
of 12.5 percent. Categorylﬂne nations currently pay 10.5
percent. i

French agreement to these changes is important because
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the Frenchtﬁgg/%he only country still holding out on the
issue. But the French will go no further on economic
sanctions against the Soviet Union. ''Beyond what we can do
with the OECD, there we start having some problems,''
Cheysson sa%g(

liiigan viéMitterrand. Here's how Cheysson sums up the
differences between the two Presidents: ''In theory, the
differences are quite remarkable, quite remarkable. In
practice, things are not that clear.'' He said, Clhhe
Americans believe they have a free-market economy, yet they
have very sophisticated controls on such things as
agricultural production. The French are seeking a state-
conrolled economy, but most companies in the French economy
are still in private hands.'!'

(END FILE - CKM/AR)
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Furgpeap_summits. In Meese’s view, the President”s sudden
emphasis on achieving arms conftrol with the Soviet Union is
*“tactical’’ in nature end does not refléct any softening
of his basic mistrust of Moscow.  The fact that he
egstablished so clearly early in the administration his
teliefs about the Soviets enables him to act now”’ to deal
sucessfully with Moscow, says Meese., '“There has been no
vrelaxation" of the President”s tough stance toward the
Soviets. The administration’s demonstrated determiration to
tuild up U.S. military forces means that Reagan ~“now can
negotiate from a position of strength,”’

Yet Meese, whose hard-line view of the Soviets reflects to
a large degree Reagan’s own long-held attitude toward
Moscow, clearly is disappointed in the President’s shift
from confrontation to & more moderate position that stands
a better chance of rallying the support of the NATO allies.

While Reagan’s fundamental views of the Seviets may not
have changed--and the President, too, insists they haven’t-—-
his actions in recent weeks do indeed demonstrate a much
more pragmatic understanding of Russia’s role and influence
in the world than was apparent when he took office with ng

_experience in foreign affairs. Reagan’s views did not
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STORY: MEESE

evolve as they have because he changed his opinion of the
Soviets as Jimmy Carter did after the invasion of
Afghanistan. Reagan’s shift was forced upon him hy his
recognition of the acute need to hold NATO together. The
confrontational stance during his first year as President
was splitting NATO down the middle, with Reagan”s stubborn
slowness to negotiate arms reductions the chief factor. His
recent -ambitious efforts at arms control also are
influenced in part by the huge cost of the U.S. arms build=-
up and its impact on the deficit. Interestingly, Reagan in
recent days has cited the exorbitant and unnecessary cocst

of the U.S5. and Soviet military build-up. Cost never was a

=3

consideration in bygone days when Reagan boasted that in a
U.5.~Soviet arms contest, the U.S. would emerge the easy
winner because of its more robust economy.

Reagan’s more pragmatic position also is evident in the
conémic arena. His deciéion, for example, to abandon
efforts to ston the Siberian gas pipeline reflects his
reluctant recognition that Moscow has broader influence in
Western Furope than he first had imagined. Reagan now
btetter appeciates RPussia“’s economic power. |

A11 of these considerations are part of the sobering
process that Reagan gradually has undergone since becoming
President. But to conclude that the President has warmed up
to the Soviets and overcome his deep mistrust of them

overstates the shift in emphasis over the past year. His

approach has changed only to the degree necessary to shore
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STORY: MEESE
up the Atlantic alliance in military and economic affairs
and to placate pudblic opinion in Europe in order to defuse
pacifist sentiments. (Hence the very heavy Yhite Fouse
concentration on Reagan’s public image in Furope during the
trip.) I don’t believe Reagan himself has high hopes that
he will achieve arms cutbacks with the Soviet Union. Ee
still believes-—and repeated in an interview last week——that
the Soviets are intent on spreading communism around the
globe through military force or whatever means vossible.
The pace of the arms talks in Geneva will proceed only as
swiftly as public opinion here and in Furope dictates. Nor
does Reagan in his heart of hearts believe the U.S. or
Western Furope should increase trade with Russsia. He still
believes the Soviet system will collapse of its own weight
if it receives no help from the West.
up before a bloodbath ensues. ' There’s a good chance you
might find a lot of people surrendering,’” he says. Once
the fighting is over, the White House will attempt to
improve its ties to Latin America but Meese'could of fer no
specifics on how this might be done.
________________________ ed. ATTN. FWF: Meese was
totally unaware of this issue but offered a few comments on
a background—only basis, to be attributed to a senior ¥hite
House aide: ““The [insurance] premiums are relatively low
and so they can be paid out of unemployment payments....We
now pay unemployment insurance to cover all expenses and

(MORE )
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STORY: MEESE PAGF:

that includes health insurance.”’ He also noted that a
*‘hizgh percentage’” of unemployed workers live in families
where another member is still employed. When I reminded
Meese that the unemployed lose their employers”
contributions to health insurance premiums, thus greatly
increasing the cost of the insurance, he said that perhaps
the ¥hite House should look into the issue. Fui he says he
could not envision the administration ever coughing up

money for this kind of program.

(END)



June 4, 1982
FROM: SJF - Paris :
S ‘/
TO: MBSy, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH
RE: The following information was obtained on ''deep background'' from

Robert Hormats of the State Department.

/
There will be only one surprise in the final communique

from the summit at Versailles, according to Hormats. He
said the participating nations will agrce to a ttlittle bit
more elaborate'! plan to control currency fluctuation than
the United States had initially been willing to accept.

The U.S. has agreed to adopt a system similar to the one
which was adopted by the. very first summit meeting in
France in 1975. It will call on the central baan of each
country to intervene in the currency markets when all
eountr?es agree 1t s neeessary, Curvcntlx)these countries
intervene only on a unilateral basis.

o

Alfred Zaqgkerii} notes the irony in returning to this
mechanism that was first-adopted in 1975 when the dollar
was weak. Now it's being adopted because the dollar is
strong. But Zané}er notes that none of the nations involved
in the summit ever actually followed through on the 1975
agreement.

Export Credits. Hormats confirmed that the U.S. is
seeking a trade-off with European nations on the subject of
export credits. The U.S. is aéking the European nations to
limit export credits to the Soviet Union in exchange for a
promise that President Reagan will allow General Electric's

French subsidiary to supply rotors for the trans-Siberian
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pipeline. Hormats says the trade-off is not being offered
in as crass language as that, but he adds)"Obviously,
there is an implicit relationship between the two.'' He
says that President Reagan will not decide on whether to
release the pipeline parts to the Soviet Union until after
the economic summit is concluded.

Hormats cautions that the language dealing with East-
West credit in the final communique may be ''somewhat
vague.'' While the participating nations have agreed to
increase the minimum interest-rates set for the Soviet
Union by the OKCD, it's not yet clear how much of this
agreement will be reflected in the communique. Hormals says
Lthe United States is still pressing for additional
conditions on loans to the Soviet Union. He said the U.S.
would like the European countries to place ''prudent limits
on the government-induced flow of money.'' In sum, the

issue has not yet been settled.

Technology and other issues. Hormats said the communique

will also establish a ''working group'' to promote
technological development in the Western nations. This
language is designed as an answer to French President
Mitterrand's proposal for coordinated rescearch and
development in technological areas with potential for
increased trade.

The communique also will include the United States

proposal for a multilateral coordinating group under the
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International Monetary FFund to discuss the overall economic

165
poligﬁ/gf the Western nations.
LYA

(END FILE -/ERJ)



June 1, 1982
[FROM: SYF - Paris, France

TO: V.S4 LT, JF, BFP, SXM, JuM, GP, DR, JG, DCB, LH, RAK, PA, PGH, LJL

RE: Recagan meets Mitterrand, Thatcher and Suzuki

The war in the Falkland Islands dominated President
Reagan's one-on-one discussions with/Afiied leaders prior
to the economic summit in Versailles. Reagan sought to play
the role of ‘thi¢ peacemaker.

In his meeting with British Prime Minister Margaret
Thatcher on June 5, the President called upon the British
to pursue a negotiated settlement in the Falklands--even as
British troops prepared to make a final assault on Port
Stanley. In his luncheon session with President Francois
Mitterrand on June 4, Reagan obtained French backing for
his entreaty to Thatcher. French officials were kno%’Lo
share Reagan's concern over the hard-line stance that
Thatcher has taken ever since negotiations with the
Argentine government broke down on the Falklands issue.

'"We are very anxious that they come to negotiation,!''
said French Foreign Minister Claude Cheysson. ''T am very
sorry that I have not heard that expressiosﬁlxmgotiation1 in
any English mouth in the last few days.'' Cheysson's
remarks originally were on background, but they became
public when he was quoted by name by the Associated Press.

Reagan's ''private intitiative''--as Cheysson described
it--coincided with news reports that Thatcher had ordered
British troops to begin their final assault on the

Falklands capital of Port Stanley. Although U.S. and French
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officials acknowledged privately that they were taking such
an initiative, their on-the-rccord remarks about the
Falklands were more vague. As Secretary of State Alexander
Haig said following the Reagan-Mitterand lunch:

'"*"With respect to the Falklands, of course, both leaders
are concerned that the bloodshed terminate at the earliest
possible date and that that conflict be resolved within the
framework of U.N. Resolution 502, which, from the outset,
has enjoyed the support of bofh governments and which has
been the fundamental premise upon which the United States
has conducted its policies towar€§’this very difficult
situatien in the South Atlantiec.'?

There were reports in the‘ﬂgghggggqg_ﬁggg that Reagan
would ask Thatcher to effect a pause in the fighting in the
Falklands. But White House Deputy Press Secretary Larry
Speakes denied those reports. On background, he said, the
President would be less blunt with Thatcher. He indicated
that Reagan would gently suggest that Thatcher ought to
give the Argentines another chance at negotiation before
British troops assault Port Stanley. British journalists
who accompanied Mrs. Thatcher to the meeting with Reagan at
the American embassy residence gave the President's
initiative little chance of succeeding, however. They say
that Mrs. Thatcher is adamant about taking Port Stanley at
this point.

As usual, Reagan emphasized his personal relationship
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with these foreign leaders during their meetings. All aides
were banished from the room at the start of his meeting
with Thatcher. The two talked one on one for most of the 1-
hour session. The implication was that he and Maggie had a
very candid discussion. When reporters who witnessed the
start of the meeting asked about the Falklands, Thatcher
replied: ''You may deduce that it will be on the agenda.'’

Reagan and Thatcher have always conducted themselves as
friends in diplomatic meetings. Friday's session was no
different. Mrs. Thatcher came to the U.S. embassy residence
on foot from the British embassy down the street. She was 7
minutes late. While he waited for her, President Reagan
stood in an open window on the second-floor balcony at the
embassy residence and chatted with aides. It was as if he
was waiting for a visit from a neighbor or good friend.
(The picture of Reagan'standing in this balcony will be a
good one.)

Likewise in the meetin§§‘between Reagan and Mitterrand,
the tone was extremely friendly--although somewhat more
formal. Reagan and his aides had lunch at the Elysee |
palace. Despite the formality of the palace and the obvious
language barrier, Reagan described the meeting %i ''the
resumption of a personal friendship'' with Mitterrand.
Although they represent very different philosophies, Reagan
appears to like Mitterrand for two recasons: (1) Mitterrand

is anti-Soviet and (2) the two men share some personality
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traits--both are very determined politicians who came to
power after many years of being out of step with the
current political climate. President Reagan and Mrs. Reagan
also hosted Mitterrand and his wife at an informal dinner
at the embassy residence on Thursday night.

Reagan said that he and Mitterrand discussed the
Falklands, Central America and the Middle East. But they
avoided economic topics entirely in their bilateral

<
meeting. ''We did not get into heavy disoussioéygecause
those are reserved for the meetings at Versailles,'' said
Reagan.
Reagan's 55-minute meeting with Suzuki was an exception

to the rule. Not only was the meeting more formal, but

Reagan Gucs did not feel it necessary to discuss the
Falklands issue with the Japanese Prime Minister. Japan is
only remotely concerned with thﬁéﬁrcsent issue. Instead,
the two touched lightly on other matters, including
differences still existing over Japan's restrictive trade
practices. Reagan also explained why he was pushing Japan
and other countries to limit easy trade credits to the
Soviet Union. The Japanese Prime Minister told Reagan that
he was pleased with the President's new initiative on

strategic-arms talks with the Soviets.

(END FILE--CKM/RW)



June 4,
*ROM: SJF -~ Paris
TO0: LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, RAK, PA, PGH, JXL

RE: More on Thatcher and Reagan

Thateher and Reagan met for 1 hour and a half withéut
any aides present., It was done this way at Mrs. Thatcher's
request.

White House officials say Thatcher Legan the meeting by
explaining in deta.l the military situation on the ground
in Lthe Falklands. ‘Aides say that Recagan did not directly
put pressure on Thatcher to give Argentina another chance
to withdraw, but instead explained how much a brutal
assault on Port Stanley would complicate U.S. relations
with Latin America and cause peace-keeping problems in the
future. Reagan also told her he would be willing to send
U.S. troops to participate in a long-range multilateral
pcace-keeping force in the Falklands.

The whole excrcise was designed to send a signal to
Argentina that this is their last chance to withdraw before
a British attack on Port Stanley. Haig told reporters after
the meeting: ''The decision rests in RneniVAires. And if
there were a decision made in the near term to announce an
immediate withdrawal, I'm confident that the commanders on
the ground could provide for arrangcmecnts that would avoid
further bloodshed.'!

At the end of the meeting, Mrs. Thatcher and President
Reagan strolled together for 5 minutes in the garden of the

embassy residence while photographers took pictures.

(ENY FILE - f%u)
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June 10, 1982
FROM: SJF - With Reagan
P i Y
TO: MESy. LT, JF, BFPy, SXM, JWM, GP, DR, JG, DCB, LH,
SJF, RAK, PA, PGH

RE: Style

It was Ronald Reagan's personal style--a combination of
easy charm and hard-nosed horséZErading--that enabled him
to return home successfully from his first official tour of
Europe in early June.

Hours of intensive meetings with/Kllied leaders--
including a NATO meeting and an economic summit--gave the
President an opportunity to perfect his own approaéh to
diplomacy. ''He was never strident--never argumentative,''
said White House aide Michael Deaver. ''But there was no
question about his toughness.'!

His knack for establishing personal rapport with people
was particularly helpful during his 10:Hay visit to France,
Italy, Britain and Germany. He rode horses with Queen
Elizabeth II. He discussed how it feels to be shot with
Pope John Paul II. And heSs about common problems
with British Prime Minister Margaret Thatcher--in the words
of one witness——'bﬂb if they were the only two in the
room.'" |

Reagan's good nature came through, too. When his speech
to the German Parliament was interrupted by a heckler, the
President stopped and asked: ''Is there an echo in here?'!
The;éssembly roared with applause and laughter.

As usual, Reagan relied heavily on anecdotes and
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personal stories to explain his philosophy to the/Kilies.
At the NATO meeting in Bonn, he sought to establish an
image of himself as a peaceméker by quoting a letter he had
written to Soviet Premier Leonid Brezhnev from his hospital
bed after he was shot in March, 1981. The leaders seemed
touched by this impromptu speech.

At the economic summit in Versailles, Reagan chose a
less personal anecdote to explain why it is so hard to
anticipate future technology. He recalled that a U.S.
government commission on technology in the 1930s failed to
predict mény future advances. Then he held up one of them--
a ba{ﬂgoint pen.

Yet Reagan did not shy away from hard bargaining when
necessary. This was true at Versailles when it became
apparént that he was about to lose his main objective: A
statement calling on Western nations to limit export
credits to the Soviet Union. The President promptly offered
to make a concession on another issue, and that opened the
way for an agreement on East-West trade.

Although Reagan had already met most of the 16 heads of
state that he saw during his trip, they got to know each
other much better during this period. Aides say Thatcher is
still Reagan's favorite/Kllied leader. German Chancellor
Helmut Schmidt remains his least favorite. Cultural and
language differences sometimes make it difficult for Reagan

to deal with Japanese Prime Minister Zenko Suzuki.

o



Pageu- 3

But language was not usually a problem. He gbt more
applause from the German Parliament than he did when he
spoke to the British Parliament. Reagan, who once traveled
the after-dinner circuit, explained the difference this
way: ''I guess it's like the difference between
Philadelphia and Fort Worth.''

(END FILE - JINM)
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to: wite house List
from: sjf in bonn
re reagan’s european trip.

Lthough overshadowed by fighting in Lebanon and the falkland
istands, president reagan’s european trip has been a success

so far. .

in versailles, he won a symbolic victory on the east-west trade
issue. at the vatican, he strengthened his standing among

roman catholic voters back home., in London, his speech to the
parliament was hailLed as a major one., in bonn, he expects a strong
endorsement by the nato atlies for his arms control proposal and
his view of allied defense stretegy.

there have been setbacks, however, when asked to assess the -
results of the trip so far, david gergen immediately sought

to defend reagan for his brief snooze during his television
appearance with the pope. haig’s foulup over the united nations
veto also caused some embarassment.

public reaction in europe ranged from indifference to

downright hostility. reagan’s visit clearly reignited the
anti-nuclear demonstrations in europe that he had quelled

with his first overatures to the russians on intermediate nuclear
forces Last november. as many as woo,000 demonstrators were
expected in bonn on thursd ~

XXXxxx in bonn on thursday. in addition, the stringent security
surrounding reagan became a Liability. the french were annouyed
by reagan's decision to bring his own water and food supervisors.
the british complained about the way u.s. security personnel
overran windsor castlLe. even nancy reagan’s satin pantaloons had
the europeans clucking.

nato. reagan’s speech to the bundestag on wednesday was the
climax of the trip. he was applauded at Least 18 times.,

(haig said 21 times.) the speech was precisely what the germans
wanted to hear -- strong on mutual defense and sofotxxxx and
soft on anti~-soviet rhetoric.




n here?’”; members épptaudpd and-Laﬂohed

'the majority. reagan partlcuLarLy plLeased the crowd with such
Lines as this one: ”europe s shores are our Shores. eurqpe S
borders are our borders :

on backround, richard burt said reagan expects three separate
*’products’? from the nato meeting. the are: (1) a communique
focusing on alliance unity that !’could not have been agreet
to six months ago,’' (2) an endorsement of reagan’s arms
control proposals -- including the new proposal on mutual
balanced force reduction and (3) a reaffirmation of nato's
defense doctrine with strong references tc conventional
forces, burt also defended reagan’s mbfr proposal on grounds
that it will enable the two sied to agree to a common
understandlng on current Levels. '’we think that is xxxxxx
that this is going to make the deflnltlonaL probLem easier,’
he said. :

“ burt denied reports that the nato allies would propose a
resoLlution to comdemn israel for the attack on Lebanon. he
alsc said he expected no formal discussion of the nato
**drawdown’?! or '’out of area '’ question caused by britains’s
involvement in the falkland islands.

how will they handle european efforts to use the word
J'detente’?? burt said they will describe it precisely as
they did in the Luxemburg communique--?’ genuine detente’’--
.82 phrase that pleases both sides,

London. although the bundestag speech war more important to
members of the alliance, it was not as significant a

speech 1in the eyes of u.s. officials as reagan’s address to
parliment. prime minister margaret thatcher declLared
reagans’s speech to parliment -- and his entire visit in
London-- '’a triumph’?’,

hal milter, & conservative member of the house of commons,

Lmember Wno'’s aLways doing such things-- much to the dismay of
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reflected the general view of those in the audience at the
royal gallery, '’it was a very fine speech,’' he said,

even though he had been critical of reagan prior

to the speech. yet what plLeased members of parlLiment about
~reagan’s speech was not the philosophical stuff,

nor the call for a crusade on behalf of democracy.:

the audience was most pleased by reagan's remarks on

the falklands. as stewart powell notes, reagan’s words were
almost identical to thatcher's explantion ofthe falklands
crisis, '’,.,.those young men aren’t fightingfor mere

real estate. they fight for a cause, for a belief that armed agressin
mustnot be allowed to succeed, and that people must participate in t#
rect participate in the decisions of government

under the rule of Law,??

tony dolan, who wrote the speech, was quite proud of it down?'’
by taking out some of his sparklinglL rhetoric out of it.

he’s quite upset about it. it should also.be noted that

the paragraphs on the falklands and Lebanon were inserted

Long after the speech was written. without the falklands section,
the speech might not have been afterwards, one member came

up to me and said:'’argentines please note,??

nearly as well receive,/ the mps appLauded only twice -- once
for the falklands statementand again when he offered a
television exchange with brehnev., / there was also some

Laughter on the television exchange idea. nor was this a
hostile audience. onlLy about 30 members of the '

Labor party attended the speech. all of the others were
conservatives or sdp members, '’this is for your consumption,
not for ours,” said mp miller as we waited for the speech ,
to begin in the ornate surroundings of westminister palace,. 2'}
detect a bit of public resistence here in London,

people perceive it’s being done for him, not for us.?’
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aLthough the general reactlon to the speech was positive,
edward heath sought out/u.s. reporters afterwards
to criticize reagan’s ’'’crusade’’ proposal. '’there are 30 milLlion
people out of work in the western democracies,'’ said heath.
**what they want to know about democracy is when 1is it going
- to provide us a job. how do you deal with the communist bloc
when in democracies so many people are out of work.’?

what impressed the mps even more than the speech was
the teleprompter. several members came up to us afterward seeklng
an explanation of how the teLeprompter works, the british
press was still raving about reagan’s use of the teleprompter when we
Left,

although reagan was very pleased with hlS reception
in parliment, he could not have been encouraged by the public
relation to his visit in London. everywhere he went, the
streets were guarded by police standing at 10 foot intervals.
but they had no trouble restraining the crows because there
was no crowd. for example: fewer than 100 people were standing
outside buckingham plLace on wednesday when he emerged from
the big iron gates on his way to no. 10 downining street.
Londoners cited two reasons for this apparent indifference to
reagan’s visit, first, it came as somewhat of an anti-climax
after the visit of the pope. second, reagan’s security .
not only did the tight security discourage spectators from
gathering, but some people
thought the americans were overdoing the security.'’ we Love
amrlcans, but not when they try to take over windsor castle,

said mp miller., *’that’s the queen’s home. there's a
strong reaction to food tasters going into the queen’s kitchen.?'?
in London, government officials are much Less concerned about
security. the secret serv1ce went a bit too far by asking
to put agents in the gueen?’s private apartments,

]




such reguest were denied.. also, as usual in countries with.
strong gun control alaws, most again were not permitted to carry
guns.. the crusade, reagan’s proposed crusade to promote democracy .

"ist an outgroth of the new foreign policy directive that the pre31deﬁ ]

signed about two week -- when william clark made his maiden public
speech on foreign policy (1f your story focuses on this crusade

, you should dig up a memo i wrote two weeks ago based on a brie-
fing with tom reed of the nsc. it puts this proposal in context. )
pLanning for this initiative began”about six months ago, and reagan
okayed the idea about for weeks ago in a meeting with haig.

the Long-term objective is to establish a quasi-govermental

program to promote democracy in the third world by finan01ng :

political parties, Labor unions and newspapers. this is basically

what the cia was doing years ago until it came under attack

inth united states. (i can’t help noting the irony in the reagan

administrwanting to fund Labor unions). for more details about
this program see the may 30 new york times -- a front page story.

editorial reaction to the proposal was neither negative nor

positive. the times of London editorial asked, ’'what does this
mean in terms of partical poLicies.” it called upon reagan to
expltain, an editoral cartoon in the same paper showed reagan

Ltvingon a psychlatrlstssofa saying '’my problem is that no one Listes
to me amymore,

versailes. the Language that the versailles summit

adopted on eat-west trade was exactlLy what reagan wanted but
the Leaders did not agree to the concrete action he sough-- an’
increase in the interest rate the soviets must pay. yet some
agreement still may be worked out on the interest rate

guestion before the juni 15 deadline set by the oecd. what enabled
reagan to win anything on this issue was a Little Last-minute
horse-trading in the final session, reagan hinted that he was
willing to make concenssions on the issue of '’global
negotiations?? if the franch would Lift their opposition to . ‘
east-west trade proposal the italians then spoke out in favour of re@
xxxxxof reagan’s proposal. canada came to reagan’s aid shortly
thereafter when the franch began to hammer on u.s. :grain

sales to the soviet union. the canadians are involed in grain sales
too. finally, the french agreed to the Language reagan wanted
calling for an unspecified Limit on export credits,
- the compromise Language calls on all the countries to trade
information on financial relations with the soviet union. it adds:
’'we will take into account exisiting economic and financial
- considerations and agree to handle cautiously the financial reLationﬁ'

xxxxxrelations with the ussr and the eastern european countries in :
such a way as to ensure that they will be cenducted on sound economin
~economic basis, including the need for commerciaL produce in Limitingf

 Limiting export credits.?’




in exchange for this, reagan agreed to a concession on the
issue of north south economic relations. as i
understant it, the u.s. has agreed to get involved in
north-south .talks in new york city before an agenda is set.
previously, reagan has insisted on a fixed agenda before the u.s.
“would get involved. still the u.s. got Language saying that these
" negotiations would not jeopardize existing international
institutions such as the international monetary fund.

one incidental matter i’d Like to clear up: it turns out that
french foreign minister claude cheysson intentionally mislLed
the american press when he told us that the french would be wi-
Lling to raise the interest rates charged to the soviets., cheysson i$
xxxxxcheysson intentionally misled the american press when he told 8
told us that the french would be willing to raise the interest
rates charged to the soviets. cheysson is the jim baker of the
mitterand administration -- he Leaks stories in an effort to affect
poticy.

asked what reagan Learned at versailles , david gergen replied
an backround.: '*he Learned how tough the french can be,’’=
faltklands and Lebanon. '
these events clearly overshadowed the trip. '
everytime al haig held a news conference the questioning s
quickly turned to these topics. because the networik news shows
were concentrating on Leanon,the network reporters covering
reagan had a better chance of getting on the air with a story
on Lebanon.
this often happens. war is sexier than issues of east-west trade
and nato defense.

on the falklLands. the u.s. seems to be backing away from an
earlier commitment to participate in a peace-keping
force on the islands. ,
a week or more ago,reagan said publictly that the u.s.
would be willing to put a force on the istands. but
haig has been bacling away from that ever since. he said on
wednesday that u.s. participation in such a force would depend
upon the makeup of the force and politicat climate at the tim,
on Lebanon, haig made it clear early in the week that the u.s.
had given israel a green Light to do whatever it had to do to
stabalize the situation along the Lebanocese border.
although habib was sent on a peace mission to the area, haig made
it cLear that the u.s. had no intentions of imposing sanctions
.on israel for using american o ,
planes in this peration. he also said it is ?’possible’! that
the u.s. might help to beef up the peace-keeping force in Lebanon
when the fighting stopped : '




mage 8
goofs. i
reagan’s aides were very upset about the attention focused
on reagan’s snooze at the-vatican. reson: it raises once again-
the suspicion that he 1s too old for the job. certainlLy he
cannot be blamed for falling asleep. after .all, that was the
day we had breakfast in paris, LlLunch in rome and
dinner in London. we were all falling aslbeep . the blLame
‘Lies instead with reagan’s aides who scheduled him at that
pace. most white house vveterns say that this is the
most amaterishly handled presientiat
trip they have ever taken. despite four advance trips to
europe by the reagan staff, the Logistics at virtually every
.stop have been screwed up they simpLy tried to pack too
many things into 10 days.
haig.
the whole flav over the united nations vote Last §
weekend could have been avoided if haig and kirkpatrick were
‘on Speaking terms. haig insisted on communicatlng with
her” through the state department and this caused the
detay. william clark. by the way, was unaware of this wwhoLe
matter until the next day.
even as reagan tried on this trip to take his plLace as a world
Leader, he couldnot excape the most serious problem:
plaguing his foreign policy-- : :
the ideological split in his administration. just as haig
and kirkpatrick managed to embarass him this week, you can
bet that caspar weinberger will probably say something
next week that will reverse the gains he made by meeting
with the allies in bonn this week.

gergen says on backround that he thinks kkirkpatrick made
a pbad mistake. he described her herltage foundation speech as
**iLladvised and insensitive.,’’
she was admonished by telephone by clark on tuesday night.
but gergen says that haig was not admonished for the
un vote ffoulup. gergen hints that
kirkpatrick is in deeper trouble than haig
haig, by the way, made up another new word in a press
conference on wednesday. the word was ”crlticaLity.” when everone
#aggh®d, he chose a different word.
opage 9




final antalysis. although this trip was overshadowed by Lebanon
and the falklLands and marred by some goofs, it could have
been much worse. the trip, which reagan described as

his '’pilgrimage of peace,’! would have been more difficult

hat the british invaded port standlLey either during

the versailles meeting or while reagan was in London. gergen
says white house officials were also worried that the

british would move into port stanley shortlLy after
reagan Left London -- Leaving the impression that they were just ,
holding off until he Left. whatever victories reagan had on this trig
rect had on this trip, they were achieved by

a willingness to compromise. 1ronlcaLLy, the softer reagan

had on this trip, ,
rect ironically, the softer reagan appears to be on the
soviets, the tougher the europeans are wilLling to be.
reagan has clearly forged a better retationship with the
european Leaders. he is now a better known quantity in

europe. but he has not won over the european peopLe, who remain
skeptical about his policies.

according to gergen, the ?’emotional highlLight’® of the

trip for reagan was his visit with the pope. but the thing

that the reagans enjoyed most was staing at windsor

castle., ’'they felt right at home,’'’ says gergen, ’'it

was an atmosphere that you rarely see in

diplomacy -- a sense of warmth.?’ he said the reagans were
complLetely won over by the '?understated elegance?’?

of windsor castlLe.

best quote of the trip. when reagan went to no. 10 downlng

street for breakfast on wednesday , a british press

association reporter named c.w. moncrieff was permitted to cover
the start -of the meeting. ’’i shouted gquestions at him (reagan)
o’ moncieff told us. '’i kept shouting at him ’has

it been a useful visit?' he just kept grinning. what is he deaf
or something??’

but moncrieff was most offended when haig turned to him

and asked: '’where did you get those trousers?'! (moncrieff's
pants were too short.) angry moncrieff told haig: *? in a bloody
pants store.
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T0¢ MLS, LT, JE{ DR, BFP, JG;"GP,’ LE;"DXB, "DCBy. J¥M, " SJIF;
FA, PGE, SXIM
FROM: RAK

“~RE:" Packegroupd-oply ivu_withiJimZFaker-

‘M;ggggjjggr;“?aker“refuses to-predict whether the
Presid .t will”deciéé'to impose sanctions against- Israel
for its invasion of iebanon, but he is blunt in expressing
¥hite House wrath'over'PrimefMinister-Begin’s duplicity in
dealing with Reagan. And, he hints that U.S. relations with
Israel may undergo a fundamental shift as a result:of the
war. |

The Regin govermment, says Baker, pledged privately to
Feagan earlier in the week that the invasion would be -
halted“when‘it“hadipenetrated 40 kilometers from- the
Israeli border. That is why Reagan declined to come down

N

hard on Begin sooner. But it now has become apparent”’’ to

the White Fouse that RBegin never intended to 'limit the
invasion to 40 km, says Baker.

*“They were lying to us,”’ he says, repeating the term
*“1ying”’ a number of times for emphasis. "I don”t know
what the President”s reaction will-be when he gets-back‘

B

here but two things have made him-inclined to be deeply :

disappoirted”’ in Begin. ‘‘[First] what they told -us turmed

out not to bde true...They didn’t level with us and °

[secondly] his [Reagan’s] personal pleas for a ceasefire

were rebuffed twice and [that] made the President look bad
(MORE) -
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internationally.”” e
Will'the U.S. get tough with“segin?-Eaker~a£swér§?the
question’thfs‘wav:"‘The reactioﬁéhere“[to the'war]‘hes
amazed ‘me. Within the press, even,»there s alwost -
uniformly ‘nmegative feellng about: what Israel has done and a
feeling that the adminlstratlon“should'crack'the*whin:“The

Fresident looks™ impotent if he- does nothlng....lt s_amazing

the: extent to which pub11c onlnion in this countfy:is =
calling-forﬁ{sanctidns 3 * “Baker‘repeated thiS‘linEvof
thirking about three times" to make sure that I understood
the imwllcation, g e., that the nolitical pressnres on the
Fresident mnow call for a firm response to Begin?instead*of
support for Israel‘s position athes been’ the case;in the

sask e dmanis

"Eaker“strESSEd‘“however,'that“iéihas“not talkeé“toﬂﬁeaven
in“the past 4g" hours and that he may decide to do nothing
about the” Israeli ‘action. When I asked whether the war"

‘night 1éa@“to' & ba51c shift in U S.,support for Israel ‘he"
said"that " would denend on ' ‘what- 1=eg:’urr“tells Reagan %:when
the two meet later this month. ?egln is coming to the .S,
for the UN disarmament conferemce.

If Reager decides to invoke sanctioﬁs, the moet'likely-
step would dbe to ‘‘cut off'future"equipment.‘That‘would
>sure‘get‘their attention.”” Eaker seems to-oppose- the 1dea'
of a multilateralpeacekeeping force that includes
Americans in a Lebanese buffer-zone. There are good reesons
not'tp'place'lmerican>troops in that volatile: of an ’

(MORE)
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area,””

"Arms_for. the Argies. Citing ‘‘classified”’ intelligence
information, Eaker refused to comment on the report that
the Eegin government has sold U.S.—supplied fighter bombers
to Argentina. He left me with the impressiorn that the CIA
has corfirmed the sale of the planes. When I asked whether
he had any evidence suggesting the sale had not occurred,
his answer was: ‘I can’t talk about it.””’

Kirkpatrick_vs. Faig. Baker says that, contrary to popular
belief, Kirkpatrick is in no danger of losing her job
anytime soon. ' The President thinks highly of her.”” Will
the feuding betweer Kirkpatrich and Baig stop? ““No. I

e

don’t think there’s any love lost there, Baker seemed
more amused than concerned- by the recent personal sniping
by Reagan’s two cabinet-level advisers.
a budget resolution to produce any encouraging action on
Wall Street. The markets will not respond until the
*“implementing legislation’’——the ‘tax hikes and actual
spending reductions through the reconciliation process—-has
been enacted. The White House hopes to have the-various
implementing legislation on the Presidert’s desk for
signature before Congress leaves town for the ‘August recess——
as was the case last year. i

Any increased confidence on Wall Street due to the House
tudget vote will be overshadowed late today by " ‘adverse

s

news’‘ when the Federal Reserve announces another big spurt

(MORE )
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in the money supply, Baker says.-

Vill the economy recover in time to help Republicans in
the fall? “‘It“s not too late if we can get a recovery
started 'in the next six to eight weeks...If you start
getting it [recovery], you go out and talk about it.”” The
White Eouse is making plans for Reagan to remind voters of--
and get full credit for——the July 1l increase in Social
Security payments and the next 1Z“perceht tax cut.

“Dohovan: ‘The~¥hite House will take no-action-until- the
spébial’prcsecutor‘preséntS‘hiS'findings, but EBaker made it
clear that Donovan’s days are numbered. ' I understand we
got more ink on Donovan over here than we did on the trip
while we were in Furope...If it had been someone at the
White House, closer to the President, there would have to
have been a resolution’’ of the matter by now. Donovan—
*“has teen hamstrung“since'day 1“7 because he had mno ties
to orgarized labor. The special ‘prosecutor’s probe has:left

[ 4

Tonovan “mdrtally"wounded;’ says Baker.

.....

‘”ggg;gggjgliygz;'It”is“Baker’S"understanding“that’Reagan
has ‘decided to defer announcing a numbér of proposals he
wvill advance to reduce the chances of " accidental war.”’
Cne proposal is to upgrade the Washington-Moscow hot-line
from the current telex-type system to a voice system that
would allow Feagan and Brezhnev to hear each other’s voigeé
and “speak directly to each other (through interpreters) in-
emergencies.

=

(MORE)



against the administration’s CIA-agent identification bill
were four presidential contenders——Glenn, Kennedy, Cranston

and someone else,.

(END)
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TC: MLS, 1T, JF, DR, BFP, JG, GP, LE, DXE, DCE, JWM, SJF,
PA, PGF, SXM
FROM: RAK
RE: Packground lunch_with_ Fob Sims, ¥William Clark’s_rew.

- e e S e e S e e

Middle Fast. The Israeli invasion of Lebanon has dashed
RFeagan’s hopes of reviving the stalled Palestinian autonomy
talks later this month when he is to meet with Prime
Minister Begin, says Sims. Reagan had hoped to discuss the
autonomy talks with Pegin when he attends the UN
disarmament conference. At the same time, Reagan had hoped
to discuss the autonomy‘process with Egypt’s foreign
rinister (President Mubarak turned down an invitation to
attend the confernce.). Reagan’s personal discussions with
both sides were to be aimed at reaching an agreement that
would get the talks moving again. But the Israeli attack
reans the autonomy talks will stay on the back burner until
the issue of Israeli troops in Lebanon is resolved.

Sims, who visited Israel earlier this year, complains that
Begin’s general policy is to disregard ‘‘American views”’

a4

and “‘internatioral opinion in making decisions that he
telieves are in the best interest of Israel,

It is too early to accurately assess possible damage to
U.S. ties to the Arab world because of the war, but Sims
believes it will be minimal.

‘It is not likely, in Sims view, that the U.S. will halt

(MORE)

326/11,16

3
~

=



F

¢

STORY: SIMES

arms shipments to Israel, That has never worked in the
rast, he says. The uvltimate solution to the Lebanese war is
a “‘permanent”’ multilateral peacekeeping force to patrol a
tuffer zone along Tsrael’s northern border, says Sims. Such
a force would have to include American troops.

Furopeap supmits. As might be expected, Sims says the
White House views the Furopean summit as a success, even if
it was overshadowed by crises in Lebanon, the Falklands and
the UN-vote gaffe. A major accomplishment, Sims savs, is
that putlic opinion and media coverage in Furope was very
favorable to Reagan. The White House believes it is making
headway in establishing Reagan’s reputation in Furope as a
reacemaker instead of as a gunslinger.

*“In Furope the reaction was very good, much better than it
was’’ in the United States. Paker claims to be

L

*“disappointed at coverage by American journalists, who
concentrated on the UN gaffe and other negative aspects of
the trip. The UN gaffe did not attract much attention in
Europe, Baker insists. On substantive issues, says Eaker,
*“the summit did not resolve a lot of problems, but they

never do.”’

BR’s_ideological campaign to_export democracy. Sims
appears skeptical that this effort announced by Reagan in
London will ever amount to anything. He knew very little
about it except to say that there will be no CIA
involvement and that the private sector in the U.S. will do

(MORE)
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most of the work.

Clark_ivu. I repeated our request for a formal ivu with
Clark ard Sims, whose job includes dealing with press
matters for Clark, generally supports the idea. He says
Clark is not a particularly good public speaker and that
our format affords a chance for him to be cautious and
deliverate and still articulate the President’s views. Sims
said he would relay the request to Clark but he did not
cffer any encouragement that Clark wculd accept the
invitation.

(END)
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succegsful) (Haig, by the way, improved his standing with
the White'Heuse durlng this-trip.jEvegyong vas impressed
with how Bard he vorked:) =~ -+* ==

'ﬁégg;'ﬂaig'declare& the NATO beeting a-f*t6t51‘success."
T adleds " "The. President opensdia Lot Hf eyes o They-ald
not understand where he was coming from.-They ‘saw ‘him as a
cold warrior, a hip shooting ‘cowboy. But when they heard
his views first hand...they knew better.-f*7* :fif'”'

__0n the” increased ‘role  of the Fréench, hé saids The.
French demeanor has changed toward the3alliéncé}*1”read'it
as a fundamental change in the French‘attitude.-It‘was A £
important change'in'?rench thinking which, -in East-West
“terms, -was an improvement.,””:

‘Economic Summit’ Aftermath. Halg acknowledged that’
President Reagan now has an obligation to“re1ease the 0.S. -
parts fér'the’trans-Siberian'pipeline.*This promise was
made to the Europeans when they agreed to go alohg with
language calling for a limitation on credit to the Soviet
:Union. But Eaig said 1t was not a ‘“deal”g' 1t was ‘more of
; a’ linkage than a deal :

" Halg also expects the OECD to set higher ‘interest rates
for the Soviet Union. This issue is supposed to be decided
by June 15. ‘“There will be great pressure to implement the
consensus,”*said“ﬁaig..“France“is'the foot—dragger. We'll
keep lobbying to get it done. ' i

Why wvere the French sending mixed signals at the summit?

Haig'S'ggg”the’gécbzdareply:“"lt's'a’newiadministration.' iy
| ' (MORE)
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They hadn t go their act together.

" U.N. Speech. According to Ed Meese ‘Reagan’s speech to :
the ' United Nations this week gill_simply **flesh’out”’ "the "~ "'~ Kok 0
details of the"‘confidencefﬁuildipg"fplan heltdiked about -

in his’'speech in Berlin.

3 h nev: Summit. On: bac%found; ‘Meese ‘was very ‘optimist =~ T o~ o
abouffa“summit'meeting-betweenfneagan“and Brezhnev before - e
theiédd—dffthe’jeai.f*‘The'peéplé’in{nérmany'wdd%ﬁave”dealflf%“i v
with Bfezhnev'de’not regard him as a dead man,“"'says
Meese. " "He is good one'day-—bad“the”hékt-hbut‘héalthy enough
to attend a meeting.””" e

"Gossip. ‘Meese got #éry, ‘very drunk on the flight ‘home.

‘When we talked about -the gypsy moths, -yellow jackets, -etc., - -
he qhipped:;ﬁ‘what'the whole-éppgressienal process needs is-

a goodddosemof‘1nsect1c1de.’f“ne“alsoEgotfintg'a’heated

debate with‘Helen-Thomas;~Leslé}*$tahl and me on women’s
'rights. He then went’ to the front of the plane and told -
Richard Darman that we a11 saw eye-to-eye.

Deaver and Darman confided ofg_tg;_gegg_g that they were i
voth" embarassed at-windsor‘Castle when-the”maid'entered
their‘roomsivith“brEakfast'andtcaught them naked. They
Said’thE'méid acted ‘as 'if she didn't‘notiCE.u’fIt‘was as if

she was ‘part of the furmiture,”” said Deaver. -

8 -

(END) i : S
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he duste:l
| (The line

t"o years

vovernment Reagan droppei th° amos of the head

~of state .

he recently met with in: Europe

Clnmgnts._ The Texas governo orossed close t'o 3 5 million

dollars last night. The 3, :szz guests paid’$102m?a head for :
a black-tin dinner in the en rmous’__Albert Thomas Convention

Center. Clements operatiye;
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fungraiser ever in the U.3.-

Presgs conference earlier in the day. Cle'nents -5ai: Vhe hopes

to spend less than the 7 'nillion he invested ~'111 R 1978
°a’npa1gn, _'but his enthusiasn for fundraising--and is'
Personal: fortune--maxes that doubtful A 1@-million—dollar

Clements campaign can be expect.- ==

Vhite House political dire"tor Ed Rollins told me_'on

b&ckground that, despite opti‘nism among Republicans :

agailnst, Clenents record ‘not. against Ronald Reaga'

Ro].lins says he expects White to attack Reagan later as-a -

T rial. If attacks on. the President f1r= up Texa's,__'Deoncrats,-. :

T hen White vill -continue to fnake Reagan an .issue_g‘j~1_iol>11ns

s ]:eculates. - 5;},-.. T

Jon Ford, Clements -press secretary, says on background

X hat if une'nplovment in Texas continues to increase” -Reagan

especially sensitive about une'nployment because they fear :

the recession finally is reaching the Suabeit.

—— G ——— —

Reception. Reagan received a"fairly enthuSIasticv'welcome

anong the Republicans dut Cle’nents himself see'ned to be

more popular than the Presiden .f"'-Gerald Ford

spoke at the dinner. completely failed to sparx the':'c_rowd. ; ;;T--,'
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“misery iniex, forcing the President 1n his,remerks to

say a number of times,;

Falklands. Aboard Air Force OneAreturnlng from Houston-l

today,-LarriT

Aires.- A stable vovernnent

sald Speakes. The White House apparently would 11ke to

prevent the installation of aA: ,'gly anti—Ameri an

Peronista-bacxed government..ihen“i ask=i apeakes'whether
the: administration 1s taking any steps. to prop up the

irgentine: Junta,-he replied, Not yet." But ‘he declined.

to-speculetegyhat,-if anythioé; the U a.-could do zo,

prevent Galtieri’s downfall.
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ggg_gollowi itemS“COme from g;pagggrdund session witg;'
'David ce;gen-?-§; ﬁ?‘ ' S
% Secretary of State Alexander Haig will meet with
_‘Menachem Begin in New York on Friday, and President Reagn
still plans to host him at the White House on Monday. ‘
E BT possible  the Reagan administration will attempt

'to ‘supply U.S. tr00ps to keep the peace in Lebanon. Says
Gergen:' ‘There’ 'S more liklihood we’d put troops: there than
in"the Falklands. =

~*"Although the White House expects Ray Domovan to ‘fseek
-other'employment"}after tne special prosecutor”s report,
Gergen notes that the labor secretary is a "“fighter’” who
hight refuse to leane quietly. |

Viddle Eagt;_Even though U.S. officials are hinting
pudblicly that Reagan might cancel his meeting with Begin,
there are no actual plans to cancel it. These hints are
designed to: > send a signal “ to Begin to halt ceasefire
violations in Lebanon. Gergen notes that Reagan does rot
»want'to meet with Begin with the Israelis still in combat,V

" The future of F16 shipments to Israel will be left in
“*1imbo”’ for a while to let everyone know that;"we are
not going to be led around with a ring through our nose.”’
Yet there is little doubt that the Israelis will get their

planes eventually.

(MORE) -
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‘The 'U.S. would be willing to particpate in a peace-
keeping‘fofce in Lebanon because “thet;s’a merf Of‘the
world vhere we traditionally have participated 1n peace-
keeping efforts." He adds::’ There are not very many
alternatives., o

Q____g- white House officials expect the Donovan affair
to end. soon. But there are no plans to dismiss him
publicly. f‘The'idee all along-was to give him.a»chance to
clear his.name and then he would take 1t upon himself to
seek other employment, .e says Gergen. | - '

‘Gergen acknowledges that the White House may be forced to
act sooner to get rid of Donovan if the allegations keep -
mounting.‘;‘Obviously,"-he says, '‘we’re not going to sit
around and take a log of political damage on this.-

Donovan- haS'no defenders at the White House.. He d be

in better shape it he had done -a better job,”’ says Gergen.

(END)
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Vcrime. He says'he*told Fieldino'at the tine,;i Make sure

1t°s thoroughly checked ottt

;ff*;President Reagan vill tell Menachem Bevin next Monday

some concessions to bring **moderate”’”’ Arab nations into

the Deace Drocess. : e
Exs The Reagan administration is looking: for ways to bolster:

the Argentine government of ueneral Galtieri. This might

help the U.S. restore gooi relations with Latin: Amerioa.-.

Dono van Meese says the memo linKing Donovan to oroanized

crime was one of1manyvl ‘outlandish’? .reports: that the FBIA-f:-*“

submitted to the,Reagan adninistration last January on

cabinet apnointees.e
‘At the time,-we were getting all kinds of tnings_eoout>

all kinds of ﬁeoﬂpie,'-f he says. " "As you Know,?if'you throw.'

oui the FBI drngnet you get all kinds of gossip.-hearsay,-i7

rumor and all that. #While I don t remenber any other case: "i,

where they talked about orvanized crim thare were equally."

T 4F 4

outlandish things ‘coming in. Meese says Fielding told ffli_;

‘the FBI to look deeper into it.-;

S 3 95/17 S18eg
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* by“;he way.~has suddenly disappeared on

j-vacation and everyone I v° talked to at thev-hit
cl '“:tofknow where he went )
Meese contends that the FBI and the >enate mnixtee are

trying to shake sone of this off on Fred.

What you have here s the FBI and the (:enat Labor)

' comnittee feuding wWith each other.”

Middile Eagt'hdsked what Reavan wild. tell Begin onHMonday,ég\cw

7Meese laughed_and‘replied"- Meneehem, pld buddy “yon've
oot to withdraw thos= troops. 2 St

He added° : The message is how do we, Number Dne,"bulld

forces?: Secondly, ‘how do we get back on. the trax ,f the

Camp David accords and the peace process--includino*autonomy :

talks? Thirdly, he will talk to him about- bringing moderate

Arabs into the peace process. ‘Actions like this mak° it.

harder and harder to sustain their accaptance of this_at a

time when we felt we were starting to make some'progress.~f

Haig will renind Begin -on Friday that vne;_f the greatv;ﬁ

concerns” of the United :tatns is that the aoviets mivht
use this sitnation to increase their influence 1n_the
Middle East. nnother~“wild card”’ to b2 mentioned is Iran. -
Meese offers this vivid explaination of th the meeting'
between Reagan and Begin is still officially”fenfative':

‘If they encircled and invaded West Beriut between now and
Monday, ‘I have ‘a feeling that the Presiient mivht find |

: (MORE) »
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v'gﬁher'tﬁiﬂgs«tdjdo iﬁfihgiluncﬁ;xié'don;t;Q;£t §§.$é 1n‘a
poﬁitionfof things going on there while the PféSideht is-
vhaving a mee&ing with-him.-Nor-do we want to indibape.that‘

?e condone further loss of life. -Nor do we wantAto 56
things thétiould give parhapé the wrong impression to
hoderateikrabS'and the world community generally. But I
think the-héeting in all probability will be held.’’

' Askéd abbut-U;S.—participation in a peace-keeping.force,-’"
Meésé,répliédﬁf“lzthink it’s not unreasonablé‘iﬁgfiﬁe
woﬁld wént to cooperate in a peace-keeping force——if that
was'the apprbpriate vehicle. But we have not made a
decision yetf‘f 7 _

The Reagan:aiministration is not worried how thisr
situation might alter the Jewish vote in November. He says
*“that issue becomes more diffuse””.in a congressional
election.'~ ; :

Argentina. Now that the fighting has ended in the .
Falklands,'the U.S. will make an effort to restdrgfgood
relations with'Argentina.~“I think we’llgbé‘worki;g_iith
all concerned nations in trying to make sﬁré;thai;fﬁénl,
ceasefire continues and to use our gooi SEfices 1n the
extent that they can be used to reach a long term
settlement of the problem,‘’ says Mees=. -

The U.S. is trying to find ways to bolste:.Galtiéri.-
*“*We’re looking at it, -but I don’t think we’ve come up ﬁitﬁ
any particular plan to prop him up,?” says Meese.'‘We've:
indicated our desire to continue our friendship>w1th

(MORE)
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nemnloynent ani interest rates will be 1ower. Inflation;

will be only slightly higher, he says, and there will be
signs of an unturn in the economy. -But he refuses to

predict what 1mpact the econonic situation will ‘have on thee
election¢ People will appreicate that our economic

nrogram 15 working and that- overall the economy is vastly
improved becauseeof the reduction in inflation,-i he says

on_the record.ﬁf‘All-polls indicate that it gene}ally an

asset to rum as a support of the Presiiznt. People 4o
understand thet Ronald Reagan has the best interests of the

nation at heart.’””:

2
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responsibilities among those;who”stay. -A likely candidate:?V“

to leave: Elizabeth Dole.‘; ’ j '_y =

v o The Big Three has totally_disintegrated as a policy—'*““““
aking group. Baker is solelylin charge. Meese ‘has no

goverall decision-making role. Deaver focuses mostly on-

[ 4

special projects, such as planning the disasterous

1t1nerary for the Europe trip.

I’

* A large national organization

ris heing put together:f"

by the White House“to lobby fo _he balanced budget

;'amendment It will te announced next Thursday.- s "'";f
* Next week, President Reagan will veto the supplemental
»appropriations bill,that provides special stimulus ‘for the: -
'housing industry;*But'he'wiilinot ooposetthe*conference"'
_ report on the 1982 hudget no matter what the deficit. -
:'Dggg_ Although some people at the White House Have been -

Avpressing for Donovan 5. resignation now, that 1dea has been

reJeoted by Baker.n He are:”t“a:state where it’s ~hard to
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ipichange course. o 1though the President has

1'been kept up to date on this me

. ,been involved in deciding‘hou to handle it.!l,?f

Since the current news storiesm rewbased on- facts ‘that

Reaganghimself has notﬁfl“-

were known last January, sayS'Fuller;Tit vould be unfair tof}ﬂf

'oust him now. He says Donovan is convinced there is voing

to be L finding soon’ that vindicates him. One reason -

_Donovan wants to" hang tough i' h A

the longest confirmationi

eels he 8¢ been through

Fuller says White House officials erred last January when '

they overlooked this problem.o There are a lot of people

around here who should have looked cosler at the matter,*
he says. But Fuller defended Fred Fielding s directive to
the 'FBI to ignore Donovan Y trip the Rose Bowl with known _
gangsters; S - was a perfectly appropriate response to the
dincidental information that theyﬁhad,A ‘says- Fuller.‘ :
(Robert Bonatati, Reagan s labor guy, also confirms—-on
background-—that Donovan has decided to fight to keep his

'Joh According to Bonatati Donovan was ready'tO'resign at

'the end of 1982-—until these new allegations ‘arose. “Now

ﬂDonovan s got his hack up again.

(Bonatati says ‘the Donovan story has not had ‘much impact
outside of Washington. But he adds that “the allegations
against Fred Fieldlng could be more damaging, especially
coming on the 10th anniversary of watergate )

“Nimmo and Others. Fuller denies the New York Times story

: that Robert Nimmo is about to get the axe as director of

(Monn)
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the Veterans Administration. Ed’Meese visited the VA
director s expensively decorated office about two weeks'
V'ago but failed to admonish™ Nimmc. The~ Vhite House is
awaiting a report from the inspector general,- but Fuller
senses no’ inclination to dismiss Nimmo. -

' Nor is the director of the General Services’ iik
Administration in any trouble for padding the payroll with

friends and relatives. Everyone is aware of‘it"-but I

don t think‘anyone has a stronggwiew,'» says Fuller.-'
Why does Reagan have so much trouble ‘handling - personnel
matters? Fuller says the President is completely oblivious-
to the people who work ‘for him, even “those people right
under his nose. To illustrate, Fuller’ says Reagan has only
recently begun to call him by ‘name--even: though ‘Fuller has’

worked for Reagan in a-variety of capacities for more than

10 years.r--"‘

Post*ﬁlectionfshagggp.“Fullerfexpects'Dole"to*leave

*

because she is *‘extrodinmarily frustrated”? with her lack
of influence.sBut she may" seek another position in the -

administration. Fuller himself has decided to stay, and so

has’ Bichard Darman. ‘He also expects Baker, Meese’ and Deaver

to stay after - the election.iﬁ“
But Fuller'expects'the chain*of command to be changed to

more closely reflect reality. He expects Baker and Deaver

to sit down and work out a new organization chart after the -

election. Baker S pre-eminentmro1e<will be recognized in
some way.-Deaver may step asside to concentrate entirely on

~ (MORE)
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special;projects. Fuller and Darman hope to be elevated

above the assistant to the—President level._In reality,;-,

Fuller: and ‘Darman already occupy positions beneath Baker =
but superior to other presidential assistants such as Dole, f”

vVilliamson, Gergen, Rollins, Duberstein, etc.;

You- can now expect o summer departure for Energy

Secretary Edwards.;‘e“

Big Three Bust*Up. The Big Three still meets every

filling in the other two on what s happening. llthough __*~‘ti”
Meese still insists upon being portrayed as an” equal to -
Baker" in public, he makes no effort ‘privately" to do the

work Tuller says of Meese. **His instincts are good. ‘His
knowledge of the federal government is astounding. But ‘he

can 32 get anything ‘done.”’ £ :

Deaver has never sought public recognition of his status
within the administration. -He has always been Baker s

deputy. He continues to be close to Reagan and run the
logistical side of the White House operation. But'he has

conceded much of his authority to Baker.-

Villiam Clark is no longer considered a potential“rival
to Baker.’ Although Clark has improved the management of the '
National Security Council ‘staff, he expresses no- personal £
opinion on foreign,policy issues. Fuller says he sv‘ all
process and'nowsubstance. All NSC materials now represent

o

.:fafbalance ‘”betveen State, Defense and the- CIA.‘_

-'gggggp'Matterg. One of Deaver s special projects is7E"

(HORE)

- saw A @




T

the new organization to 1obbyrfor.a5ba1anced budget
amendment. Fuller: has ‘no details.::" ' :
__Although the builders will raise hell about Reagan s -
decision to veto the housing stimulus bill, the 7
administration already has lined up ‘some backers includingi

the Chamber of Commerce.

(END)
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T0: MLS, LT, JF, BFP, SXM, JWM, GP, DR, JG, DCB, LH, SJF, RAK, PA, PGH

RE: Reagan's Pipeline Decision

In a surprise move, President Reagan decided on Friday
to continue and expand his ban on the sale of U.S.
equipment for the Trans-Siberian Pipeline.

Reagan linked his decision to the continued repression
in Poland and acted against the advice of State Department
officials. The decision is certain to have serious
repercussions in Europe, especially since many European
officials felt that Reagan had agreed to release the
pipeline parts during discussions at Versailles.

Not only did Reagan continue sanctions that were imposed
last December on the sale of rotors, turbines and
pipelayers, but he also extended his sanctions to goods
produced by subsidiaries of U.S. companies overseas. This
new element was certain to be tested in the courts.

''"The objective of the United States in imposing the
sanctions has been and continues to be to advance
reconciliation in Poland,'' Reagan said in a statement
issued at the White House. ''Since December 30, 1981, (when
the sanctions were first imposed) little has changed
concerning the situation in Poland. There has been no
movement that would enable us to undertake positive
reciproc;a measurgs.:E;Ehe decision taken today will, we }
believe, advance our objective of reconciliation in

Poland.''!
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Senior administration officials were asked what Reagan
expected to happen in Poland before the sanctions could be
lifted. Their reply: ''We are very anxious to see any
movement toward reconciliation. Those moves; when they
come, will be assessed by the President at that time.''

Secretary of State Alexander Haig, who recommended
lifting sanctions on the pipeline parts, told reporters
last week that European leaders at the economic summit in
Versailles were led to believe that the ban would be lifted
in exchange for language in the final communique which
talked about limiting export credits from the West to the
Soviet Union. But White House officials denied that any
such deal was made at Versailles. ''There were no deals
along these lines,'' one official said. ''The decision of
the President today was not influenced by the progress on
the credit initiative.'!

Officials conceded that the President's decision would
contribute to the cost of the pipeline and delay it by at
least one to three years. The exact increase in cost cannot
be estimated, according to officials. One aide contended
that many of the parts involved in this ban cannot be
obtained anywhere else.

Administration officials were hard pressed to explain
how this decision conforms with President Reagan's decision
last year to lift a ban on U.S. grain sales to the Soviet

Union. Officials said these two decisions were made on
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different premises. One aide said the decision ''indicates
the will and resolve of the President to insist on movement
in Poland--this move does penalize the Soviet economy.'' He
noted that the Soviets can obtain grain from many sources,
but the U.S. is the only manufacturer of certain pipeline
parts. N

(END FILE--JNM/RW)
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'7i Pipeline. Richard Darman,_Baker 's'a

—— = S " e T e e e

Reagan never,f,'

o made such"a deal.”_ ”Afi,-'*"

uvht hard for

Accordingrto Darman, the State Department
an e tifriipiit“.hutw. R :a'limb on

it. He says Haig was" trying so hard to get anxagreement at

Versailles on the East—West trade languave that he

overstated Reagan 5. willinoness to givemi' to the pipeline._'

This is t_”the first time that Hai }ftea}_-;mat.ters “to:

get a. compromise. For example, says Darman in‘negotiations

Going 1all the wayxbac

years, says Darman.

Urban pollcz. The White House is disavowing the so called

urhan policy outlined in ‘the Sunday New York Times.

: Larry Speakes says the story was base fdraft report'f

put tOgether at the Department of Housing and'Urhan

Development.lf‘lt is a draft,ff'he said, purporting to

quote the President..“It is only that--a draft. I was

prepared at the staff level. It has‘ :Ln approved, nor
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e RE**Beagan reeeiv Begi s

“ - The: President‘made  a?progress i urging.Begin to'pul~

‘Israelr‘troeps'onf-of Lebanon. The:: talks between the xwo

ilE&‘ErS*HETC* frank and bordering at times: on. direct and

'evenﬁtiunt— accnrding to Secretary-of State Haig, whe
brieted re?orters~on backgreund, attributable to awseniorq
aaministratrnn~ofr1c1a1-~ g '

s 1eagan “told~ Begixvthat ‘the-TU.S. ~is not --enthusiastic"-

about”ththrnspects*nf:U.S. treops-participating 1n a«~mw~'u5w

multilateral peacekeeping—force in»Lebanon. The"¥resident

‘is'reserving*until*later*a decision on U S particryation.ﬂ-

*w

-furceS‘to~police a Lebanese =

Begtn*wants-UsS~?

‘zone® 'ihich Israelﬁdemands-as a'pr::equisite;f

"1thd”"1 3931“’15”* Ske?tica1'1~about thevuseTof%UNIrILft?7 

1nsttad°a-new—mnitinational ferceu“Begin agreed that Israelf"
will: relinqnisﬁ~a11 control over«the»iuffer»zone.;~v e

N8

*”leagan emphasized his- deep eoncern that the Israeli
wilitary"action‘ be terminated at the-earliest possihle

date**that*the*vithdrawal of Israeli troops be accnmnlished

expe&rtiously"'an&"that internationa&~humanitarian-aid to =

sanitized7f~-

Lebanese*rcfngees~be started~1mmedia‘e1y. ;,_nﬁy;;;

* !egin'agreed*to -3 complete"pullout of Israeli"farcesw *ﬁ’




?talkimg—abont"a*pfolongeduisrae&i~occupation~of*”m

zonem‘but*rather~an eariy~tnsertion

Lawn. Pegin complained that he had read -

newspaperS“in this country abont Israel é?' invasion

Iebanoh;* Ve don t covet~even one inch of Lebanese

territory,” he said

o w.‘xﬁb -

IMOARTE )

.0f-a-peacekeeping- - -

1n some ¢43ﬂ*

‘ot
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asked vhether-the U S -accepts Begin~s assertion‘i—.-.that
Israel*never-*intended- 'such a- massive invasion' he
'respon&ed**%m It“sems~1w~ purpose- new~»to make _
'QEtETMiEEt‘an*OR‘ tlrat £%% When- aske& whether Israel shoul-d.

be “rtbuket‘****’by ttre‘sﬂ.s-.“-:far"itsmmilita*ryvactien ’Haig-~

sajg;~ ‘I"‘"hram 0" judgmen t=to- mak&ror" th&tw&t thisf tme.- 5

‘!egtr—? ?ret!edicsted kimsei»% te»a strong adeitiu-&l

effort* -4to-~ach1!ve‘ pregres:-'r in the: Camp Bavid peace

mcess—-after thEMLebanese erisis is«regmi " ed,wﬂaig sud -

1nc1ude steps- to“-- hroaden participa-t
poversi S e
Vhile—neagatr-apparentlr put+ iittle~pressure on Begin««-’--
during*their'talks, he was=restra1ned 1n his~pubiic =
comments, - ‘Reagan— was «verr brief 1zr his remarks during the i
departm'rceremny calling the- discussions : werthwhile"'--' :
instead- gushing with the effusive praise that he normaily
uses—to descri“be talks with a foreign head of state ~{Begin
called the— talks* “fruitful, - and 1t appears that he -dii

‘morref- the— talking*than did Reagan..—During -an: ~0va~' Offlce
: (MORE)
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ph sto- S‘QSS't'on';-%'*ilea-gahﬂ appearedv-k-v~£;~~ -act-grim d aiine- tei-i . -He
did not-smile—feor thrcameras ormaoke- with reporters as he
‘ gften— 'does '-Instead -he-maintained-a somber mien and
glanced-at-his wristwatch- as 1f“he ~were~hored=~by- Menachem S
'questi-ons-atont*his European -tri -v—; ' = '
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