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Mr Littler
Mr Unwin
Mr Carey-
Mr Kitcatt
Miss Cund

Treasury Chambers, Parliament Street, SWIP 3AG

01-233 3000

FOREIGN SECRETARY
GIBRALTAR DOCKYARD

Thank you for sending me a copy of your minute of

18 July on our offer to the Gibraltar Government.

2. I confirm that I am content with the package
you propose.

3. I note your sinister reference to the possibility
that ODA may need to discuss its financial implications
with the Treasury. ODA have of course already been
provided with additional funds to meet the cost of
developing the commercial yard. Any extra costs for

ODA or MOD arising from the deferment of the closure of
the naval dockyard should be contained within the existing

programmes.

4. Copies of this minute go to the other recipients of

yours.

N.L.
20 July 1983
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UNDERSTANDING REACHED BETWEEN THE CHIEF MINISTER OF GIBRALTAR,

SIR JOSHUA HASSAN, AND MR IAN STEWART, UNDER SECRETARY OF STATE

FOR DEFENCE, ON CLOSURE OF GIBRALTAR NAVAL DOCKYARD AND‘

ASSOCIATED MEASURES - 21 JULY 1983

1. As stated in the paper by officials passed to the Gibraltar
Government on 8 July, Her Majesty's Government have recognised the
points which have been made on the need for a deferment of the
closure of the Naval Dockyard in order to allow time for diversif-
ication of the Gibraltar economy. HMG are also anxious to make a
positive response to the further points made in the Gibraltar
Government's subsequent paper on the role to be played in
diversification by the private sector developing certain lands
currently held-by MOD, although these lands are currently in active

_use by the MOD and are not surplus to their present requirements.

2. Following detailed consultations betWéen the two Governments

agreement has been reached on the following points.

CLOSURE OF ROYAL NAVAL DOCKYARD

3. The Royal Naval Dockyard will not now close until 31 December

1984 unless both Governments agree to an earlier date.

4. In order to provide the economy and the workforce with the
optimum conditions for readjustment, a state of redundancy will be
declared in respect of the run down of -the Royal Naval Dockyard on

1 September 1983. Redundancy notices will be issued thereafter

as appropriate in individual cases.

5. Full redundancy payments will be made in accordance with
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schemes -in operation in Gibraltar (the terms of which are

comparable with those in the UK).

ESTABLISHMENT OF A COMMERCIAL DOCKYARD

6. Following closure of the Naval Dockyard, the dockyard will
re-open immediately as the Gibraltar Ship Repair Company, a
commercially managed enterprise, with A&P Appledore International
Limited as managers, initially, on behalf of the Gibraltar
Government. There will be a clear cut break between management by

the MOD and the new commercial manager.

7. Dockyard land and assets for the new commercial enterprise
will be transferred to the Government of Gibraltar free of charge,

who will lease them to the Gibraltar Ship Repair Company.

8. To support the establishment of the new commercial yard HMG
have offered to contribute a total of up to £28 million to meet
initial costs of conversion, working capital, and operating losses
(if any) in the first two years of commercial operation. Funds
for the project will only be committed after satisfactory
assurances have been obtained from the workforce on new working
practices. Such funds will however be committed as soon as these
assurances are obtained and prior to closure of the Naval
Dockyard. The flow of funds thereafter will depend on the

maintenance of these working practices.

9. A programme ol assured naval work, notably on Royal Fleet
Auxiliaries, will be provided during the first three years of
commercial operation. This programme will be worth £14 million

at current prices.

CONTIDEMNTTAT,
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10. In addition, during each of the same three years, work will
also be available on smaller MOD craft (for example Royal Maritime
Auxiliary Sefvices harbour craft) to.an approximate annual value

of between £0.5 million and £1 million. Suéh work on smaller craft
. will continue beyond the three year period and for the foreseeable
future at a level to be agreed in due course between the Ministry

of Defence and the Gibraltar Ship Repair Company.

11. The Ministry of Defence will provide on three year leases to
the Gibraltar Ship Repair Company 46 houses or apartments for use

by expatriate management staff of the new commercial dockyard.

12, During the time leading up to the establishment of a
commercial yard, A&P Appledore International Limited will continue
to be engaged on a consultancy basis funded by ODA so that
preparations for commercialisation are not interrupted.
Discussions between Appledores, as commercial managers designate,

and the workforce are to be started as soon as possible.

PUBLIC ANNOUNCEMENT

13. The proposals relating to closure of the Royal Naval
Dockyard and the establishment of a commercial enterprise and to
the question of lands will be announced simultaneously in
Parliament and the House of Assembly on a date to be agreed. In
making their announcement and in subsequent discussion of the
issue, the Gibraltar Government will make it clear that, after
consultation at the highest level in Britain, they have achieved
the maximum possible deferment of the date for closing the Royal

Naval Dockyardznulthat,'in their view, no further deferment is
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possible; ‘that an essential element in the success of a commercial
dockyard is the achievement of commercial working practices on
which early discussions should be held; that agreement on working
practices leading to a new labour charter will be necessary before

ODA funds are committed; and that the continued flow of funds will

depend on the maintenance of these practices.

TRANSFER OF DEFENCE LANDS

14. The terms of a new agreement on the transfer of defence land
(in terms more favourable to the Gibraltar Government than those
that now exist) have been concluded with the Government of

Gibraltar and will be formally ratified shortly.

15. It has also been agreed that in order to provide early
assistance towards economic development and diversification a
number of Ministry of Deferce sites along Queensway will be
released to the Gibraltar Government as soon as the Gibraltar
Government are ready to proceed with the development and
alternative facilities can be provided elsewhere. These sites are
the ones currently occupied by the NAAFI Headquarters, the PSA
Main Stores (including the Maritime Section); the Army Waterman-
ship Training Centre and the Queensway Club. The cost of

reproviding these facilities will be borne by HIMG.

16. In the Rosia Bay area, if there are development projects
involving the area from Engineer Battery along the shore to Rosia

Bay and West of Nuffield Pool, HMG would be prepared:-

(a) to hand over Rosia Mole and adjacent areas of

the Bay and to provide continuous access along

CONFIDENTTAT,
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the littoral West of Nuffield Pool when work
_on the relevant development is ready to proceed; and
(b) to considerhanding over other areas of land between

| Engineer Battery and the Nuffield Pool.
‘Fortress Headquarters and its assoclated facilities would be
excluded. The question of access by MOD personnel to any recreation
facilities in new developments will be thq subject of negotiations
between MOD and the developer concerned, but not to the prejudice of

the developmeént itself.

17. In addition to the agreement to release the sites already
mentioned, HMG have undertaken to look further at their long term
property requirements for essential defence purposes to see what
sites might in the future be released to the Gibraltar Government.
This review will not however be completed until the MOD have had
sufficient time to assimilate fully into their planning the effects
of the concentration of the Naval Base into the Coaling Island area
and the release of the Queensway and Rosia sites. At the same time,
the Gibraltar Government will be carrying out their own Land Use
Survey which it is expected will be completed by October 1983. HMG
and the Gibraltar Government have agreed to establish a Joint
Consultative Committee to consider future land use to the best
mutual advantage. HMG for their part have given an assurance that
they will not unduly delay the provision of. alternative facilities,
so as not to frustrate any development of the Queensway and Rosia

areas.

FUTURE ECONOMIC ASSISTANCE

18. If there are future difficulties for the economy, HMG will be

prepared, in line with the policy of supporting Gibraltar during the
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present frestrictions, to look at the whole economic and budgetary
situation with a view to considering whether, and if so ‘what, further

measures of support might be necessary or Jjustifiable in the

circumstances of the time.

CONCLUSION

19. This understanding has been reached ad referendum to form the

basis of a formal agreement between Her Majesty's Government and -

the Government of Gibraltar.
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PARLIAMENTARY UNDER-SECRETARY OF STATE

SORDERENRE SR T KSR RIK Us of S(_,Q___

for Defence Procurement

PRIME MINISTER IHSS. Com

GIBRALTAR .

Following further exchanges with Sir Joshua Hassan since my
last visit, I went to Gibraltar again on 20/21 July. The main
requirements which he had communicated were:

(a) deferment of closure of the naval dockyard for a

year to 31 December 1984 agalnst your offer of six months

to 30 June 1984 (and the Government of Gibraltar's original
request for two years to 31 December 1985});

(b) assurances about the future of the Gibraltar economy;

(c) the transfer of certain Ministry of Defence land
and properties to the Government of Gibraltar.

The last of these was much the most complicated and a team of
MOD officials went out on 18 July for preparatory talks.

It was clear from my first conversation with Hassan on Wednes-
day that he now wanted agreement as soon as possible, in order
to give time for a further visit to London followed by an ann-
ouncement and a debate in the House of Assembly before the
end of next week. This would not be possible if further matters
of substance had to be discussed again in London, and this meant
that it was necessary to conclude the basis for an agreement
before I left Gibraltar yesterday. In the event an under-
standing (of which a copy is attached) was signed with only
minutes to spare before take-off. On balance I believe this
pressure of time was to our advantage since, although it
required me to make some firm commitments on defence lands
more hastily than I would have wished, it also enabled us
to sustain our position on many important aspects of the central
issue of the Dockyard (including key provisions about working
practices) and to get a number of valuable conditions written
into the agreement. Under the circumstances I think the
package is manageable from our point of view and is about
the least that Hassan could have persuaded his Council of
Ministers to accept. At one point he implied that carrying
his Ministers with him was more difficult than facing the
electorate.

On the closure date, I judged that December 1984 was the
earliest that would have any serious chance of approval

+ A + 4 £~ S P Pl IR -
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would recommend it to you if all other outstanding matters

L_u ?Qd ?I@Lf‘\ngA



» *‘._

S

e

-t el



%
;

G e .UENW IAL

could be resolved satisfactorily. Hassan accepted that
early announcement of a state of redundancy was desirable.
Since the insistence of his Ministers on deferment of closure
has always seemed to be based . as much on political presen-
tation as on the merits of the case, I asked Hassan if he
would be willing to contemplate an earlier date of closure .
if, in the circumstances of next year, it then appeared
advantageous to advance the date of changeover. He readily
agreed to the inclusion of words to this effect.

Hassan asked for assurance of future support for the Gibraltar
economy if needed. We therefore found it necessary to include
a short paragraph following the wording in Geoffrey Howe's
minute to you of 18 July. This strikes me as being capable

of more than one interpretation, if border restrictions

are lifted meanwhile, but he appeared content with it although
not without having had some difficulty with his Ministers.

As anticipated the main difficulties in this round concerned
the question of transfer of lands. On their side it is

an emotional subject. Most of the best sites, especially
thos2 round the shore, are in MOD hands, and they include

the best swimming and recreational facilities (Rosia Bay)

as well as a prime site (Queensway) between the town and

the harbour. Hassan became quite heated about the issue,
saying that, in the context of Gibraltar's struggling economy,
its need for tourist facilities, and the lack of amenities

for its inhabitants, the privileged position enjoyed by

the Services was "scandalous". In this he was echoing the
sentiments which had been put to me by his political opponents
on my previous visit and it is clearly a very sensitive

issue. I asked the Governor for his advice about this.

He said that as C-in-C he recognised the Government of
Gibraltar's demands, if met, would be very unwelcome to

the Services but alternative arrangements could be made
which should mitigate the effect on Service morale. As
Governor he felt bound to agree with much of the Gibraltarian
case. I believe that such a move is inevitable sooner or
later, and to delay it now would have jeopardised the prospects
of a satisfactory agreement as well as generating avoidable
ill-will. I therefore decided that we ought to make material
commitments on some of the property about which the Government
of Gibraltar felt most strongly.

The practical effect of this is that we would have to hand
over certain sites when proposals are forthcoming for develop-
ment. In the case of Queensway properties we would also

need to reprovide the facilities elsewhere. For this reason,
and tecause we had not yet had time to explore fully the
implications of concentrating the naval base into a reduced
area, we could not accept Hassan's request for an early

col clusion to our proposed general review of defence lands,

Qn< ki accepted this. He alsou achuowledged that the repro-
vision of facilities and the implementation of development
plans might take some time (? = some years) to accomplish.

But an early commitment was politically important.
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The agreement is accordingly phrased to reflect these needs.
There is also planned to be an exchange of letters to clarify
certain points of detail, but not as a pre-condition of the
agreement.

Yons "

As against our previous position, based on a deferment of the
closure until 30 June 1984 and without the current proposals
for lands transfer, the additional costs would be as follows:

(i) to run on the naval dockyard for a further
six months, about £6% million gross (less the output
value of refits undertaken, up to say £3 million);

{(ii) the cost of reproviding the facilities at present
enjoyed by HMG on the Queensway site (notably the main PSA
store and the NAAFI store) estimated very tentatively at
£5/6 million, probably spread over several years and not
beginning for some time;

(iii) the small amount in fees for A&P Appledore
to retain them as consultants for the extra six months.

The last of these would be a cost to ODA, the first two to MOD.

I cannot pretend that this is an ideal package but set against
the scale of the political problem if agreement is not reached

I would recommend it. The understanding includes clear under-
takings by Hassan that his Government is committed to commercial-
isation of the dockyard and full recognition of the need to
change work practices. As we parted Hassan told me that he

had instructed his Ministers to speak up positively in favour

of the arrangements and I am confident that he will himself

make every effort to promote them.

Hassan hopes to see you early next week (Tuesday?), so that

he can return to Gibraltar and claim credit for the terms he

has obtained. He would aim to make an announcement in the House
of Assembly simultaneously with a statement to Parliament (on
Wednesday or Thursday). I pointed out that I could not say
whether an oral statement or a written answer would be judged
most suitable in London, or who should make it, but he did not
seem too much worried on this point so long as the outcome could
be presented as a result of his meeting with you. I am copying
this to the members of OD, Janet Young, Timothy 2aison, John
Stanley and David Trefgarne. If you and others agree I would
suggest that an invitation for Sir Joshua to come to London

to ratify the agreement is made without delay.

12

22 July 1983 °
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Foreign and Commonwezlth Office

/ London SWIA 2AR

25 July 1983
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Following Mr Stewart's visit to Gibraltar on 20/21 ﬂ%?g,&%%/
July, and the initialling of an understanding about the s
closure of the naval dockyard (reported in his minute of
22 July), the Prime Minister has agreed to see Sir J Hassan
at 4.45 p.m. on 26 July. The Foreign and Commonwealth
Secretary believes that this will be largely a courtesy
call although, for domestic political reasons, Sir J Hassan
will probably wish to present it as the final stage of the
negotiations.

Sir Geoffrey Howe recommends that, after the Prime
Minister's meeting, he should sign the formal agreement
on the dockyard with Sir J Hassan on behalf of HMG and in
the presence of Mr Raison and Mr Stewart. The final
agreement (text attached) is based on the text of the
understanding initialled by Mr Stewart in Gibraltar on
21 July. There have been some minor drafting changes,
which will be cleared with Sir J Hassan before signature,
and part of the introduction to the initialled understanding.
as well as a section on handling of public announcements,
have been omitted as inappropriate for a formal agreement.

Sir Geoffrey Howe recommends that details of the
agreement should be announced simultaneously in Parliament
and in the Gibraltar House of Assembly on Wednesday afternoon.
He believes the Ministry of Defence should take the lead here.

The Secretary of State for Defence agrees with these
arrangements.

/I am
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I am copying this letter to Private Secretaries
of Members of OD, to PS/Mr Stewart, PS/Mr Raison and
Sir Robert Armstrong.

\
DU P S,

J

ey
(RBBP

Private Secretary

A J Coles Esq
10 Downing Street
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AGREEMEN1 BEIWEEN HER MAJESTY'S GOVERNMENT AND THE GOVERNMENT OF
GIBRALTAR ON CLOSURE OF THE ROYAL NAVAL DOCKYARD AND ASSOCIATED
MEASURES.

1. TFollowing detailed consultations between Her Majesty's Government
and the Gibraltar Government agreement has been reached on the

following points.

CLOSURE OF ROYAL NAVAL DOCKYARD
2. The Royal Naval Dockyard will not now close until 31 December 1984

unless both Governments agree to an earlier date.

3. 1In order to provide the economy and the workforce with the
optimum conditions for readjustment, a state of redundacy will be
declared in respect of the run down of the Royal Naval dockyard

on 1 September 1983, Redundancy notices will be issued thereafter

as appropriate in individual cases.

4, Full redundancy payments will be made in accordance with schemes
in operation in Gibraltar (the terms of which are comparable with
those in the TK).

ESTABLISHMENT OF ‘A COMMERCIAL DOCKYARD
5. Tollowing closure of the Naval dockyard, the dockyard will

re-open immediately as the Gibraltar Ship Repair Company, a
commercially managed enterprise, with A & P Appledore International
Limited as managers, initially, on behalf of the Gibraltar
Government. There will be a clear cut break between management by

the MOD and the new commercial manager.

6. Dockyard land and assets for the new commercial enterprise will
be transferred free of charge to the Government of Gibraltar who

will lease them to the Gibraltar Ship Repair Company.

7. To support the establishment of the new commercial yard HMG
have offered to contribute a total of up to £28 million to meet
initial costs of conversion, working capital, and operating losses
(if any) in the first two years of commercial operation. Since
acceptance of new commercial working practices is an essential

element in the success of the commercial enterprise, funds for
/the -
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the project will only be committed after satisfactory assurances
have been obtained from the workforce on new working practices.

Such funds will however be available for commitment as soon as these
assurances are obtained and before closure of the Naval Dockyard.
The flow of funds thereafter will depend on the maintenance of these

working practices.

8. A programme of assured naval work, notably on Royal Fleet
Auxiliaries, will be provided during the first three years of
commercial operation., .This programme will be worth £14 million

at current prices.

9. In addition, during each of the same three years, work will
also be available on smaller MOD craft (for example Royal
Maritime Auxiliary Services harbour craft) to an approximate
annual value of between £0.5 million and £1 million. Such work
on smaller craft will continue beyond the three year period and
for the foreseeable future at a level to be agreed in due course
between the Ministry of Defence and the Gibraltar Ship Repair

Company.

10, The Ministry of Defence will provide on three year leases
to the Gibraltar Ship Repair Company 46 houses or appartments

for use by management staff of the new commercial dockyard.

11, During the period leading up to the establishment of a

commercial yard, A & P Appledore International Limited will continue

to be engaged on a consultancy basis funded by ODA so that

preparations for commercialisation are not interrupted. Discussions
between Appledores, as commercial managers designate, . and the workforce

are to be started as soon as possible.

TRANSFER OF DEFENCE LANDS
12. The terms of a new agreement on the transfer of defence land

(in terms more favourable to the Gibraltar Government than those
that now exist) which have already been negotiated between the

two Governments will be formally ratified shortly.

/13.
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13. In order to provide early assistance towards economic
development and diversification, a number of Ministry of

Defence sites along Queensway will be released to the Gibraltar
Government as soon as the Gibraltar Government are ready to

proceed with their development and alternative facilities can

be provided elsewhere. These sites are the ones currently

occupied by the NAAFI Headquarters, the PSA Main Stores (including
the Maritime Section), the Army Watermanship Training Centre and the
Queensway Club. The cost of reproviding these facilities will

be borne by HMG.

14, In the Rosia Bay area, if there are development projects
involving the area from Engineer Battery along the shore to Rosia

Bay and West of Nuffield Pool, HMG would be prepared:-

(a) to hand over Rosia Mole and adjacent areas of the Bay
as well as to provide continuous access along the littorial
West of Nuffield Pool when work on the relevant development
is ready to proceed; and

(b) to consider handing over other areas of land between

Engineer Battery and the Nuffield Pool.

Fortress Headguarters and its associated facilities would be
excluded. The question of access by MOD personnel to any
recreation facilities in new developments will be the subject of
negotiations between MOD and the developer concerned, but not to

the prejudice of the development itself.

15. HMG have given an assurance that they will not unduly delay
the provision of alternative facilities, so as not to frustrate

any development of the Queensway and Rosia areas.

16, In addition to the agreement to release the sites already
mentioned, HMG have undertaken to look further at their long term
property requirements for essential defence purposes to see what
sites might in the future be released to the Gibraltar Government.
This review will not however be completed until the MOD have had
sufficient time to assimilate fully into their planning the effects
of the concentration of the Naval Base into the Coaling Island

/OT‘QD
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area and the release of the Queensway and Rosia sites. At the

same time, the Gibraltar Government will be carrying out their own
land use survey whichy it is expected, will be completed by

October 1983, HMG and the Gibraltar Government will establish a
Joint Consultative Committee to consider future land use to the best

mutual advantage.

FUTURE ECONOMIC ASSISTANCE
17. If there are future difficulties for the economy, HMG will

be prepared, in line with the policy of supporting Gibraltar

during the present restrictions, to look at the whole economic and

budgetary situation with a view to considering whether, and if so,

what, further measures of support might be necessary or justifiable

in the circumstances of the time.
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I attach the final version of the statement on Gibraltar
that Mr Stewart will be making in the House of Commons
tomorrow. Lord Trefgarne will make the parallel announcement
in the Lords. - '

I am copying this to the Private Secretaries of the
members of OD, the Leader of the House and Sir Robert Armstrong;
also to the offlces of Lady Young, Timothy Raison and,
within the Ministry of Defence, John Stanley and Lord Trefgarne.

\{orvrs Stncerth |

.

(Private Secretary)

A J Coles ,
Private Secretary to Prime Minister
No 10 Downing Street
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STATEMENT TO PARLIAMENT ON THE GIBRALTAR DOCKYARD

ilvs Following close consultation and detailed discussions
between HMG and the Govt of Gibraltar on the arrangements
for the closure of the Royal Naval Dockyard at Gibraltar,
the establishment of a commercial ship r§pair yard to take
its place, and certain related matters, the Govt of
Gibraltar have agreed to recommend to the Gibraltar

House of Assembly, and to.support fully, the terms which
have been agreed between us. The Chief Minister of
Gibraltar is proposing a motion to this effect in the House

of Assembly this afternoon.

2. The Royal Naval Dockyard will now close by 31st
December 1984, a year later than originally envisaged. To
this end a state of redundancy will be declared in respect
of the rundown of the Royal Naval Dockyard on 1 September
1983. Individual redundancy notices will be issued
thereafter as -appropriate. Full redundancy payments will
be made. It has been agreed with the Gibraltar Government
that, followin% closure of the Royal Naval dockyard}lthe
yard will re-open immediately as the Gibraltar Ship Repair
Company which will be a commercially managed enterprise
with A&P Appledore International Ltd acting as managers

on behaif of the Gibraltar Government.
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a number of measures of support to the Gibraltar economy.

The land and assets for the commercial ship repair yard will

se handed over free of charge to the Gibraltar Government.

A total of up to £28 million will be provided to meet the
initial cost of conversion, working capital, aﬂd operating
losses; if any, in the first two years of commercial operation

of the new yard. These funds will only be committed after
satisfactory assurances have been obtained by the commercial
operator from the workfbfge on new wquing practices.

Subject to those assurances funds could be disbursed before
closure of the naval dockyard. The flow of funds thereafter

will depend on the maintenance of these working.practices.
During the first three years of operation of the commercial
yard, work will be provided by the Ministry of Defence

on Royal Fleet Auxiliary vessels to the value of £14 million
at current prices. Work will also be available on other
Ministry of Defence vessels to the approximate value of

£0.5 million to £1 million per year. In addition the Ministry
of Defence aré leasing accommodation to the Gibraltar Ship
Repair Company for use by management sfaff so as not to

throw an additional burden onto Gibraltar's scarce stock

of housing.

4. Agreement has been reached on new arrangements for
the transfer of surplus defence land to the Gibraltar Government.
,A

The M_nistry of Defence has also undertaken to release

to the Gibraltar Government a number of sites which will
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facilitate the development of tourist and commercial facilities

on the Rock. Release will take place when present facilities

on these sites have been reprovided elsewherenand when

the Gibraltar Government is ready to proceed with development.
In addition, MOD has agreed to review its long term property.

requirements to see what other sites might in future be

available for transfer to the Gibraltar Government.

5. If there are any future difficulties for the Gibraltar
economy, HMG would be prepared, in line with the policy

of supporting Gibraltar during the present border restrictions,
to look at the whole economic and budgetary situation with

a view to considering whether, and if so what, further
measures of support might be necessary or justifiable in

the circumstances of the time.

6. The closure of the Royal Naval doékyard at Gibraltar
inevitably poses great problems of re-adjustment for those

who work there and for the economy as a whole. Nevertheless,
given the substantial measures of support which I have
announced, both for the dockyard and for the broader development
of the economy, I am confident that the establishment

of a commercial yard, will provide a réal opportunity for
Gibraltar and its people to create a viable and effective’

alternative.
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Gibraltar- pn KAty

1. The Spanish Foreign Minister has suggested that I should
meet him for a bilateral session when I visit Madrid next week
to attend the CSCE concluding session. I have welcomed his
invitation, and intend to meet Sr Moran on 6 September for a
working lunch, followed by talks. These will inevitably

focus on Gibraltar. There may also be opportunity for calls

on the Spanish Prime Minister and the King.

2. My two main aims will be to establish a peréonal
relationship with Sr Moran and to impress upon him and

Sr Gonzalez that they must reduce their expectations about
obtaining concessions before the start of the discussions on
implementation of the Lisbon agreement. I shall try to
persuade Sr Gonzalez in particular of the need to ensure that
our differences over Gibraltar are managéd in such a way as
to avoid obstructing Spanish entry to the Community (which
we have always strongly supported) and complicating the
question of Spain's membership of NATO.

3. Sr Moran has shown some signs that he genuinely wishes to
improve the tone of our dealings over Gibraltar. He may
consider himself largely to blame for the failure to achieve
greater understanding during his visit to London in mid-March.
This is very welcome, as far as it goes. But while Sr Moran
has told the Ambassador at Madrid that he wants to implement
the Lisbon agreement and is not seeking to revise it, he is

still pressing for '"clarification" of the letters exchanged

/during the
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during the then Spanish Prime Minister's visit to London in
January 1982, In particular, he wants Spaniards to be granted
the same status in Gibraltar as EC nationals and may envisage
maintaining restrictions in connection with our use of

Gibraltar airport.

4. I do not intendto offer Sr Moran any new formulations for
dealing with our differences over Gibraltar. This will be

my first contact with him, and I regard it as exploratory
only. I shall restate our readiness to implement the Lisbon
agreement as it stands, and aim to convince him that our
position is as it is not because we do not understand the
Spanish position (as he has claimed to believe) but because
any alternative presents genuine difficulties. 1In particular,
on the question of EC rights, I shall attempt to make him
appreciate the impossibility of dispensing, in the case of
Gibraltar, with the transitional period affecting the freedom
of movement of labour which will apply in all member countries
when Spain joins the EC. Gibraltarian worries about
competition from Spanish labour will simply not allow a
situation wherey Gibraltar alone of all the Community does not
get a transitional period to prepare itself for the full

effects of free movement.

9. I shall also take the opportunity to point out to Sr Moran
that we have noted a number of public statements by him about
the trade restrictions between Gibraltar and Spain,
particularly in the context of Spanish obligations after
accession on imports from Gibraltar (the application of
Regulation 288/82). Although Spanish assurances on Regulation
288/82 (Common Regime for Imports) are being handled between
the Presidency/Commission and Spain, I think it may be well

to make it clear to Moran that, both legally and politically,
there is no escape from the obligations on imports which Spain
will assume on accession; I should also emphasise our
preference for resolving this as a legal and technical

rather than as a public political problem.

/6. I shall
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6. I shall also explore the scope for dispelling Spanish
anxiety over the future use of Gibraltar airport by means
of technical talks, covering fare structures and the extent
of the competition it may represent for the Spanish airport

at Malaga.

7. There is some risk that this line, which involves no
substantive movement on our part, will so disappoint the
Spaniards as to bring about a new setback in our relations.
But the Ambassador at Madrid will have forewarned the
Spaniards not to have false expectations, and the new
political situation here, following the general election,
should make them consider carefully the disadvantages of
reverting to a confrontational approach. Depending on how
this meeting goes, I have in mind suggesting to Sr Moran
that we should meet again during the UN General Assembly in
late September, when it may be possible to explore the
possibilities for implementing the Lisbon agreement in
more detail.

8. We shall need to deal carefully with the public
presentation of the meeting on 6 September. In order to
avoid focussing attention on it and arousing expectations
from the press and public, I propose to describe it as one

of several bilateral meetings in the margins of the CSCE

gathering, and not as a special meeting to discuss Gibraltar.

9. If for any reason the CSCE meeting does not take place,
then my meeting with Sr Moran will fall away and can take
place during the United Nations GEneral Assembly instead.

10, I am copying this minute to colleagues in OD and to

Sir Robert Armstrong.

(GEOFFREY HOWE)

Foreign and Commonwealth Office

1 September 1983 CONFIDENTIAL






