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TO BE RETAINED AS TOP ENCLOSURE

Cabinet / Cabinet Committee Documents

Reference Date
OD(80) 70 25/11/80
OD(80) 71 01/12/80
OD(80) 73 01/12/80
OD(80) 25" Conclusions, Item 1 03/12/80
OD(81) 18, Item 2 02/12/81

The documents listed above, which were enclosed on this file, have been
removed and destroyed. Such documents are the responsibility of the
Cabinet Office. When released they are available in the appropriate CAB
(CABINET OFFICE) CLASSES

Signed W%}ﬂw Date_ 2L Mﬂ% L0/

PREM Records Team




Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

HMSO June 1981
The United Kingdom Defence Programme: The Way Forward
Cmnd. 8288

Signed_%_@& Date_2( M 20/t

PREM Records Team
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CONFIDENTIAL

Ref: B06346

PRIME MINISTER

¢ Sir Robert Armstrong

0D: Sale of HMS Invincible

BACKGROUND
The Defence Secretary's minute to you of §9¢ﬁ November recommends that
we sell HMS Invineible to Australia for £175 million in 1983 (when her sister

ship Illustrious will be ready) and spend £30 million on retaining the veteran
HMS Hermes until 1985 (when the third sister ship, Ark Royal, will be ready).
He wants an urgent decision, because the Australian Defence Minister is
waiting to submit the deal to the Australian Cabinet. And he wants a
collective decision, at a meeting of OD, because the plan will be politically
controversial; the Chief of the Naval Staff already opposes it, and he is
bound to be supported by others including Government backbenchers and the
United States Administration.

2. The minute has been circulated without warning and less then 48 hours
before OD's meeting. It was not properly concerted with the Treasury, with
whom hurried consultations are now taking place today. The Committee may
therefore be reluctant to be bounced. Only half an hour is available for

the whole meeting, and most of that will be needed for the earlier item

(Iraq).

3. HMS Invincible is the first of our new "through-deck cruisers" or small
aircraft carriers designed to carry Sea Harrier aircraft and Sea King
helicopters. Although three were ordered, this summer's Defence Review
decided that we could and should manage with only two. This was a consistent
part of the wider decision to rely more on submarines for anti-submarine
warfare, and less on vulnerable surface ships. If we are going to sell,
Australia's close Old Commonwealth ties with Britain make her an ideal
purchaser; there are few others as commercially reliable, politically

democratic and militarily committed to the Western Alliance.

1
CONFIDENTIAL




CONFIDENTIAL

4. Without more information it is hard to judge if the price is right.
But the Government will undoubtedly be criticised for selling for

£175 million (or perhaps less, in real terms, see below) a ship which
we shall later replace with a twin costing £350 million (at today's

prices).

HANDLING

5+ The Defence Secretary should explain why a decision is being sought

at such short notice. The Chief Secretary, Treasury, will wish to

comment on the financial aspects; the Foreign and Commonwealth Secretary

on our Allies' reactions; and the Lord President on those of Parliament

and the public.

6. You will need answers to the following questions in particular.

2. Could a decision not wait until it can be better prepared?
0D is meeting again on 16th December. Would an announcement

before Christmas be well timed, eg viz-a-viz the Alliance?

b Is the Chief Secrefary content with the price? Should the
net gain be used to increase the Defence Budget or reduce public

expenditure? Is the price fixed in money terms, so that it will
be less in real terms if payment does not start until 19837

What credit and interest termes are contemplated?

c. Why not sell, at cost, one of the two not yet built? If
a suitable buyer could be found, that should be both better

financially and betiter for morale in the Navy.
d. How likely is a backbench revolt?

CONCLUSION

7 Unless there are convincing arguments against delay, you may wish to

postpone the decision until 16th December and ask for more information on

points which are raised in the discussion (or would be if time permitted).

CONFIDENTIAL
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8. Feiling that, the Committee will probably be prepared to accept the

judgement of the Defence Secretary — who will be the main sufferer from
any criticism — on the best way to follow through one of the key decisions
of the Defence Review. But in the light of the Chief Secretary's comments
there may be riders to add on the precise financial terms.

(Lt .,

1st December 1981 R L WADE-GERY
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MO 14/5

PRIME MINISTER

SALE OF HMS INVINCIBLE

In the Defence White Paper "The\ﬁé& Forward" (Cmnd 8288), which
I published in June, I announced that we intended to keep in service

only two of the three Invincible Class carriers ordered by the Royal

Navy.

P In spite of the excellent performance of HMS INVINCIBLE in NATO
exercises in the East Atlantic during the summer - and the undoubted
shortages of ASW assets - my Department has, with my authority, been
negotiating with the Australian Government for her sale as a replacement
for HMAS MELBOURNE. Prior to this the Australians had been considering
a new carrier to be built in the United States = British Shipbuilders

having been excluded at an early stage.

3. Terms of the sale of HMS INVINCIBLE have now been agreed with
the Australian Department of Defence, and the Australian Defence
Minister, Mr Killen, wishes to submit proposals for the approval of
the Australian Cabinet during the first two weeks in December. A

formal announcement could then come before Christmas.

4, Officials from my Department have visited Australia and the price
agreed for the ship, ad referendum to Ministers, is £175M (excluding
stores and any aircraft or helicopters), and a date of September 1983
has been proposed for her handover to the Royal Australian Navy.

This date is related to the entry of HMS ILLUSTRIOUS - the second

e e s 1 e S
carrier - into operational service which is planned for July 1983.

1
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To cover possible slippages in ILLUSTRIOUS's entry into service,
there is provision for the handover to be deferred by up to six
months and for the handover dates to be reviewed if delays arise

from events outside the UK Government's control.

S In order to keep two carriers in service the sale of HMS
INVINCIBLE to Australia in 1983 will mean that HMS HERMES must be
kept until 1985 when HMS ARK ROYAL enters service. While the
retention of HMS HERMES will lead to additional costs of some

£30 million to the Defence Budget, it is clear that Australia
attaches very great importance to the early acquisition of a new
carrier. Although INVINCIBLE would cost nearly £350 million to
build today the net revenue of £145 million obtained from the sale
will make a large contribution to the Defence Budget in the mid-
1980s at a time when it will be under very great strain. It could
also lead to substantial orders of ammunition, missiles, spares,
etc for many years to come, and there is a good prospect for sales

of the helicopters and aircraft to be embarked on the ship.

6. I greatly regret having to propose the sale of a fine ship of
proven capability, like HMS INVINCIBLE, particularly before 1985
when HMS ILLUSTRIOUS and HMS ARK ROYAL will both be operational.
Such a sale will distress the United States, our NATO allies, our

political supporters in the country, and, of course, the Naval lobby.

Unlike the older frigates which we are selling as part of the Defence
Review decisions, INVINCIBLE has only been in service with the Royal
Navy since March 1980, The Chief of the Naval Staff strongly believes
that we can and must afford to keep her - if necessary in a reserve
status as back up for the other two. But I have to recognise that

pressures on the defence budget in 1983 and onwards are almost

2
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certainly greater than even those identified in the summer at the
time of the defence programme review, when we decided we could afford
to retain in service in the long term only two of the new class of
Carriers. The recent figures agreed for the Defence Estimates will
place the forward programme in deep jeopardy and therefore it is

hard to reject the opportunity now offered to sell HMS INVINCIBLE

to the Australian Government on the terms set out above.

i The sale of HMS INVINCIBLE and the prospective sale of two

Hunt class Mine Counter Measure ships, on which negotiations are

well advanced, would do much to re-establish the UK's position as

supplier to the Royal Australian Navy and to strengthen the

traditional links between the two Commonwealth navies.

8. In view of the high political sensitivity of this unique sale
I should be grateful to discuss this with you and OD colleagues
before I confirm the sale to the Australians. I am, therefore,
copying this minute to members of OD and to Sir Robert Armstrong.

Ministry of Defence
30th November 1981

3

CONFIDENTIAL




covering CONFIDENTIAL UK EYES B

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-M30xm2e 218 2111/3

MO 26/9/1(A) 28th October 1981

(o ubbkb£~ale.' /ﬁL“»\
I attach the latest quarterly report to the Prime Minister
on major defence sales prospects.

My Secretary of State has also asked me to mention a
number of recent defence sales contracts which have recently
been agreed, in particular:

Nigeria = Vickers Tanks £53M
— Lynx Helicopters £15M
—_—
Egypt Plessey Tank Radios £25M
e
Iraq Cymbeline Mortar Locating Radar (EMI) £15.5M
Artillery Meteorological System (MSDS) £22E
Mr Nott has also asked me to mention to you the sale to Chile of
the destroyer HMS NORFOLK and the RFA TIDEPOOL, under a £10M
package, and the sale to New Zealand for £17/M of the leander
frigates, HM Ships DIDO and BACCHANTE, "™

I am copying this letter to Francis Richards (FCO),
John Rhodes (DOT) and David Wright (Cabinet Office).

s

(JDSV

M 0'D B Alexander Esq

covering CONFIDENTIAL UK EYES B




*paiajjo
SW.ia3 3JTPaJo ay} uo puadap T[IM 8sadang

woay pre Terjsed yira uorjTiadmos ssusjur

¥SN U3 puw souely
Ing paiajjo 3TPeao pood pue uorjEjond

STISTIA
IONVTIIZAHNS 9 HO MIHIS €

(#2-2T) MAVH

*1aquajdag
up IouIFaq Jo JIIISTUTH
uettadTy y3Ta seswysand

@oULJep @4nyng Joj
3TPaI0 PassnosIp § JO §

“MOU UOTjTUNWWE JOJ UoTjejonb
Hupredoad aae gyy -Lnp {7 uo pauste
SjUBTIEA 6 PUR SIgW SI8YOTA 9¢ 103 jJoBIUOD

*g1seq 3IPaID
® uo syescdoad Jtayy pajjruqnosl aAey ayg

*£1330ys sunsal o3 pajosedxa

81e suorjeijeday -(scgad 33BIITE JO oK)
2I6YS JTay3 J0J 3TPaID JajJo 03 pajoadxa

2q 0STE TTIA Youazy ayj jnq spdyoursd up
peaordde 31parto qpog  -awal styy JenSep £inq o3
uaay £1sa aq 03 pajlodas aaI0g Ity UETISFIN

(umsoT pus L TA
NOLLINNHHY ¥NVI

FHIIDNIAS

(9%) avnove

B,

*30813U02
STH3 UTa 03 303dXe TTTIS SWI 3INq PITITIeTo
8q 03 SAwWY 2JUBUT] TPNEG JO STTEIEP TRUTI

*83oTatas jioddns pue Buturea;

'| ‘sdoysnjiom ‘sarorysa ‘goyi ‘swae

Trews ‘ssejaos ‘unp ySry wwor
PuU® Q/Hi SSPNTOUT - ageug 38T
adwiong SHT

£

FONVEL

+3sniny uy esaydyy
P33T9TA (40)S JO S0

e e e e,

*sxajdoofray pue sjusu
-dnba ‘sressaa Joyjo jo aFums w Hurispysuoo
819 suelta8Ty ay3 ounp up paudys sggd Z 0]
39813u00 HEF ue puw ‘juswdinbs yp ur jsesajur
USTIa3Ty SuTjeTnETIE UT £8830n8 8,504 FurMoTLOZ

*paitnbas aiw Jajsueiy SHoromysajz
pue Suture1y -syesodosd payiejap gEN08TP 03
jendny uy 9IeTITy Pe3IsTA eyg ‘sunp ur ¥ ay3
UF UOTIENTEA® UR #PEw Weaj UeTJaSTy ue Jejjy

-axtnbalx Jo
uodn

sjusm
UoTIFULIep
Juspuadaq

(42) NMVH

NOILIIIdHOD

INTHEATOANT TYIHILSINIH

SNIVIS

yomgav

SLOFASOMd STIVS FONAIZA HOrYH

A 5313 AN TYLINITTANDD

L03rodd/ INTRIINDI




8 SNI3 AN TVIINZATANOO

*2g6L Lraue ut pajoadxa uorstoag

=pajoadxa L1snoza
-aad uBY] JaOpIo JST[EWS € UO Pa}TEME UOTSTOS(

(o02) uotdicog]

(he) x:wL

BTanzauay

+aaqo3ag jo pus ayy £Lq

pajoadxa pasocad o3 Jsyjoym uo UOISTIaq tAaEy
ayy o3 uaatd uaaqg sey uorjwjussaad [njssassons
e pue pujardwod ussq gey UOT3TUTFep jouloag

2g/186L

(L assuugd) o5eg TEAG]

souelg ‘ygn

=souely wolj uorjrjaedwos Suoljys Lusy -souwizJre
JO UOTSJIaATp pue ‘FutuTed) Ny Pa4ajlo aasy (OH

932BI3U0d JayjJny oy paoceyd T[eM ST ¥ “puUTwwo)
@ouageq Aty ue dn Buryjes uo saTApE 0} J0J03
ITy usalopEndg 03 paumo] usaq gy jSf[Eroads vy

LgblL a3eT

+2961L

oy o3 dn

66 o3 dn

(9) saajdooryay xulq

(depuy) swajsig aouajag I

looueay ‘Tewasy

“STTIYD UT STQETTIERAE
sawodaq @oueut) usym uorjrsod Fuoazs ur yovy

fa.mjnj ayj ut jJSeg Bag
HuBtaomyydyy Jo3 o3 few suesyryg = [NJSEa2dns- uasq
aawl yjgu suo pue ssergy Kjunog | JIoj suorjericday

+Lg6L

Lg6L

05 03 dn

-
gz o3 dn
£rre13TuT

juswdinbg suotTjesTunuwos Lwry]

——_
sdiys Ny snyding]

auoy

auoy

oHd ‘vsn
soumty ‘Are3r

*padyay asey T{IM yNy toy opadio} jufvamfamay
TuodIE Ang 03 uUCTITOsp Yn AJessedcau aq [TIA
pescadde Lrjmesans esoy) uey) Swiay 3Tpald

® JuTMOTTOJ S2920n8 JO JUIPIJUCD I8 TUCOIBH

*aeak
8143 Jo pus ay3 L£q 3oerjuod urelqo o3 adoy ayg

*Lg6L @31 £q pajsadxs uorstosg -ssutquny sl
doj aokoy sTToy puw afeyoed Joljuod aatj Joj
3SIT 3404ys uc Tjueliag jnq uorjrisdwod Juoajg

Ia3jaq jnq esadug yjTm jusmsasde wnrjJosuoo|

2/1g6L

Lg6L

+Lg6L

il
002-00L

opadIog, #2 M

g9 ISSTH BN¥S Bag|
e
833394100
31Inq LrTeool 2L oF dn Joj
jswajsfs Toajuoy aatg pue uorsyndoldy

TrzRIg

NOLLILIdHOO

INTHIATOANT TYIHIISINIH

FIVOSIHIL
LOVEINGD

VOIEIHY NIIVT

SI03dS04d STIVES FONIIAT HOLVH

f S3IXT AN TYIINIATANGD




€ SEIE M0 TVIINFAIINOD

*3juioate
044 Jo  Arrwey, xufy ayj uo uBtedwes syt Juiseq st
souBIg pueijson *s8,06 Lrdes pue s,0g 9y3 ut sisjdos SpaeMuo
¥sn =~119Yy loJ sjuswolinbed WIL) aacy 930407 YSTpamg 2g6L 05L 0<oM/xuly uspamg
(vgav) *OATIBUIOITE US SB
van HRAY AN/sn 2yy Jurdsprsucd ag few Laeu ystuedg 2g6L GSg-<2 JISTIIBY wag
*papNIIuCY sJu Suoijzeljodau
gageq _._NHQUQW\M_.: TT3un ﬂwhﬂ._..cv aq Kew _.-U_HMHUCQ
souely =jrodax Tesruyssy srqeinoas) pajjruqns puw KAnp ut (L agwyg)
vsn 88utdty [nysSsadong possaujia weoj fwry ystueds LghL 05L-00L Jatdey
“IIT SdWY'T Sn
wol} uorjtjadwos Suoays ng aeal aryy JaTTIES
vsn PIOT Eag 3SITJ 0} PaUITIU0D 3}Zadajul ysjuedg 2g6L 05-0% feadg wsg/unig wag/xuly utedg
*sresodoad
P23800 pajjrwqns sawy ngayg -Jordey gsjesd o3 h— — -
aouwLg yBnoyy gy pus Nony -Huraaprsucsasd Lrageatad ng
vsn II puefoy Surkng o3 pajjrwwos Lyotrqnd femsoy +E06L oot Tatdey Kamioy
vsn *PajTEME UOTSTOOp pue pajjtwqne sTescdoxd gur 2/L96L 09 OLHI SPUSTIouI Iy
’ *£1237 uTr Suop aq T[TA YJom ayj Jo
yonw moy uo puadap [T }98I3ucd uorjonpoad Lue
Jo anrea joExy -ordferg yjtm jusmasife asusorl
03Ut padtajus saey pue 3o8lodd asydootray 2Ly
umouy suay 403 sutdus adfjojoxd Jurhyrysso Ljuarans ¥y 2/186L 00L-0% gautdua-oloe wap
*aquak
STy} 1938] S.njoEjnuBm PISUISTT J0J 3IWIJUCD
utew eJndas oy adoy yy ceurius adfyojoxd (@4anjoejnuey
umouy Iuoy 40} joRJjUCO pATyTiEd 9EY JUBWEITJE UEI[E3L Lg6L 0oL pasusatr) ssutdus-olae Ladg L7131
*pajTeme age Sjuswdorensq =setT
aouesy -}rioyine ysadgy 0} pajjruqne (Oh [YUOT}ITPPE JO
vsn uorjdo yjM) 3jwsoate g L1ddns o3 prq eravusg 2géL 00£-002 opEULOf, 82334p
~opadioy jydtesfawsy Joj ASorounyosy h
£resr feiBuryg utr jsedequr  -opadiog judtem judry -
ysn Joy juswadtnbai wity jesw oy petnosej Lesfurzg Ha6L +02 Keadutiyg
=atajdoa
=-11ey Juty ®mag 9,pyq 03 sjuswsaoxdwr ajrr-pru
£rear S8 U0T}daTas JoJ pase[d-ITam peasireq Jepel
@ouBI g Jaysaeag eag Jo feadg weg yjTsa oIS M ENNS B3g o6l 0s JEPEI PIjEII0SHE PUN ENHS Bag oHI
FIVOSIHIL K3
NOILILIdHOD INTHIATOANT TYIHILSINIH SNIVLS LOVHINOD SNTVA I03r04S/ INTHIINDI TEINNOD

adodny

SLOA4SO0¥d STIVS HONAIIA HOCVH

A S3X3 A0 TYIININTANGD




H SIAE AN TVIINEATANOD

*J83j0 um
Furredoad sae fayg -sjuswasrnbas atedaa puw
goaeds pegsasge puw syuwy ayj pajosedsur aaey GHI

*9ERq TEARU
ay3 1oy Hurjadwoo mou aaw puw xaydwos suodeas
Pa39aSaquT Uw JOJ 39BIjU0D JOUTE UOM SAEY SHI dSVE TYAVN

*amm 3Y3 JO puUs Y} JTEMW
3snm L(ddne 3nq eswoossac uaaq SAW suUTEIEY JOJ

HIAIA INVIO/HFONYE
swaTqosd L3Tanoesg -juswasrnbes Furpueis Fuoy ¥y

00T 03 dn | /MNTHEVE/MNVINTD FDVHOVd HIINIONT

*[ngesasong
alem 3enFny UT STETJ] JIYILSA O “JaqEeAON
£q pajerdwon aq o3 Apnis KITTTqQISws] eyg

Aﬂh.—._ JouEjnuUEE Uﬂﬂﬂﬂuﬂ.ﬂw HAVH

‘ma3shs FTYI0HD HoUSIZ
a43 03 pasoddo sw ¥RATAVH
JO ES2UAAT}09]]9 3502
Jotaadng ayj uo JPISTUTH
sousjaq werydidg syj o3
833TIM S8y (Jq) JeISTUIH

*UOTIRISPISUOD
Jspun age azny Lytwixosd B Jo jusmdoyarsp
ay3 pue 3dfS3 ut uorjmijsucwep Fural ¥

*30BIjU0D ayj SUTINOAE UL jUsmATa

TeTIUSSES UE PaJapIsSuod ST 3[Pady  “(0og WoIJ
d8402 37pa1d Sumnsand augw *jroddns qow y3TA
03 3TPaJI2 Jayjang Joj ‘gaadsop -L37TToWy Suriesedo Jejdoayrey ® yjIm
pasu dn 3wl 03 g Jo g | sgdi W 09 #dL3 4 uwpswey, 9 I0j ST jusWAIInbay

*19plo €TY} 8Jnoag

(SHLIIAHOD) STISSIA TOHIVA ISVA

*uorjigod

3TPeJD Byy 23ufyyseaut
03 pum pesteJ sjupod
uo susyydkFg o3 Lpdes 3d B8y
03 usqejlspun Sey § JO § | UL petnjoejnuem Fuyeq syawd smos Jo K3FTIqIEsod

*1equajdag AT uo aosuajaq

Jo aejstuty ueyydidy
q3Ia s3oadsoxd passnosTp
pue 3dfBy pa3IsIA g jO §

ay3 u3TA stesodosd Sursedsad aae gHI *SIQ39R3
Loy Putreq souwutry pue aorad *LITTIqETIEAR UITA

00¢ pearnbax L3pjuenb TeT3TUL  *3S2I93UT STIY
pejeIalT-a1 sey adJusjag Jo Iajstury werydidy augp

"pajTeME MOU ST UOTSIOAP 3y “Joquajdeg
GT-9 uo LU0 SUSH/TYOVH P23ISTA 9933T0WOD ay
*£389914 PUR SUSH/ATYOVH Aq P93jTmqns siapusy, INTRATNYE THYAHYA OINGHIOATH

*pejjTEqne
Suteq sam syesodoxd mau jng pasngax syescdoad

384T "SHI YITA wOT3eTiodeu Jepun omaxmnﬂ INFHAINDE DNINTINIONT QTIId

*gjuswaIrnbag Sutuyesy AJTIETo
03 3jsSniny UT PajISTA Jy§ °"PIJTEME ST UOTETOSp p—
® Pus 2327dWOD MOU ST UOTIRNTEAS® TROTUYOA],

ToNVEd eseyoand 03 eydyoursd uT juswesife PN KI ONINIVEL LiVEOHIV NV NMVH

NOILIZFdHOD INTHIATOANT TYIHIISININ SNIYLS

1930081/ INTAIINDA

ISYI TTAIR

51034508 STIVS FONALAT HOrvH
7 5323 AN TYIINITIANND




€ 5343 N0 TVIINIATINGD

FONVEL ‘vsn

"jusndinba Jo uworyostes
UT 39188% pur Juruweyd sywiIspun o3 (oW
YSTM PUE SUOTIEPULmNOIAL QWNI Pejdacow aaey gyh

*K1a33wq T J0J TRET sunp uy paults jownuos
SuTAOTTO} ‘S8TI833®q Jayjang omy Jof s30adsoag

NMONY

£/egéT

05T

THINID SNOLIVHIAO INIOP

HIIdVH

HYIVD

*feTep Lem wnyiojwsom
TUSHEQ 3Nq pajTeAw UOISTOaq °*pajsY[ 3logw
usaq 3aey (atodefurg) sisdsop pue asurtey ayooag

“}{omq sTY3 poy Lew

gaswyound quamdinbs Tejtdes e uo unfJIoj}elon
TUSHQ JUSIIND W JIASMOH *JUSUTENMIT PaJoprs
=u0d> §uA uoJpenbs uordioog suo Joy Jepio uy

*Jaqojag AIea enp suorjepjofeu

Jauzang  -jsniny UT Paj3TEQNS gT Jeyjang
uo worjdo YIIM SIgH G J0J 3oEIjU0D 3FRag
"PAPNToU0D AT3U8d9J SUTRIJATY) 2T JO aEmeT

2/1g6L

€/2861

2/186T

Gl

02-6T

00T

OIISIDOT 4IHS DNIANYT

NOIdH00S

SIaH

JONYHE ‘vsn

FONVHI ‘v¥sn

“1g deg uT PRITSTA Hg

*1g deg uy pPa3rsTA W

*eresodoad QT4 esnoeTp pue
opEuIor LT3 03 Juef STYI YN ITSTA TTIA STITemny

*1o1dey Furpnyour 99wyoed satsuay
-audmoy -wajsks Toljuos-pusmwos Souagsp ITw®
pejeadaqur Jof Jepuey o3 Furpuodsas Lijsnpuy 3

*Jequasoy UT enp 8333Tumo) Jnoway £q yn o3
ITOTA JOUang  “SIgW S9T-05 I9Y3an} uT jgaIejur

NRODY

NRON

KR

NMONH

OTTd/0aVNEOL

INTHAIOME SONIIFT HIV

LIVANY

JONVEL

FONVEL

*1g deg uy swetwEpIop
Uita passnosip g Jo s

*jsndny UT N0 PSTIIED WOTIRIY P TNy g
*S0Q-PTE 8Y3} UT JeUTWI} PIJUNAPY UW 5w

JNEq J0F juemsJrnbar wity ®w pey £ay3 3ey3 prus
suetusplor ‘1g dag ut 3TSTA 9,85 Jo g§ Surang

"3FBIMTR HOEIIE PuUnoad/193yST) paocumApR J03
SjusmasTnbas qelry 9y3 UTYITA suorjdo 3Feaolte
AN Surjusssad ur peey ayj axmy 03 81 uRpIOp

LHR6T

SOR SLVI-UTH

NAONA

 ¥AVH

OTT4/00¥YNEOL

NvaHor

gssn

*T186T @unp uy uaATd
£1ddne o3 eydyourad
ur juswalsFe [ETISISTULIH

Iem ay3 jo

Pus ay3 jyeaw jsnw Ayddng -Ar3Jous 31Sfa 03
uorjeSatep thear -0lHi 006 03 dn pum sIgH 095
10} J9330 pajsanbar aawy Jjwigs Teieusg Thear

47861

+000T

IEITIIIHY NV SIOH MEN

(3u02) byar

NOILILIJIHOO

INIHIATOANT TYINIISINTH

SnIVLS

FIVOSIHIL

LOVHINGD

FNTVA

193ro8d/ INTRIINDI

K4INNOJ

(penutiuos) ISvVd TTAIH

SLOZASONd STTYS FONIAIT MOrYH
T S353 M0 TYLINITLANMD




H FEAY NN TVIINZTIANCO

*gattenb

aotad uo UB3jINg SOUTIJ
03 9191397 Teuosiad
om3 jues 8% § JO §

*S¥D
TpneEg pue wejINg 8 Wi
Y3jTm pasenaetp § Jo g

-uopuo] pue yPRATH uI0q
Ut uelng OULIJ PuUw
g Jo g Kq pessnosig

*SUoT3
-g13083u 03 HOTSNTIUCD
fpeade Fupfan jsn¥ny Ut
uejIng @oUTJIJ 03 S30JM
§ Jo g "eunp UL UEIng
ooutag £q § 3o § 03 WeATH
SUOTIROTPUT STGRINOAEF

*sgaoong Jo
1ngedoy Liaa @Jw pue suorjmjonb [eUTy jImqQns 03
poyse uesq =AEy Sxo0lloys -pafordsp sq 03 adw

35912278 GT-g WOTYM 3® 99sEq XI9 JoF pasrnbay

=qnjadoy ooy worjET098sE HN

agoTo ® Joj gyoedsoxd jng aeak 7Y} Jo pue eyl
2J03aq pajoadxs st esuodser oy -uorjwIussaad
Lijunoo-ut us usatd LTjussex aawy SHI

-gresodoxd snotasa
Sutsepysucd A[jUsiind 8aw pIenn TEUOTIEN YT

-Surnuriuos axe Saofad U0 suorywTIOFeu SHI

*DHVS
£q paasprsuos Suraq mou syescdoad fessaTJMOW

-12q032Q JO pus syj Joj peuuerd ‘prenp
TEUOT3EN UITA MeTAs1 32afoad 3w passnosip aq of

*3enfny uy suorjwjuesad

2AT2091 puE }JERIDITE 3y} 228 03 [ 33 03 fyaed
® paT suorjeladp JO JOORIT] JYSH WOTIUITAUT
8,5 JO § 1Y “MIV PoJwiy 3® }OO[ 03 SIpneg

213 PesSNED PAEY 3JRISITE SOVMY VE—F JO °TFS
pesodoad jo Teacadde Teuorssatfiuoy Jea0 s3jqnog

=fey uT gysy 03 uorjwjussaad
Supureay Surk(y [nysseoons easd wea) IVH

*3TSTA FUTINP JOAO PRIPUEl OPEUIOT

uo siteuuorjsenb Tpneg o3 ssuodseg “OTId
/opeuao], uo Buryatiq pue gy OpEUIO] UT I
J10j TEET ISminy UT UO3JIEM PBITSTA (USTINPAY
pyeg soutig) suoryedadp Jo J03OAITA IVSH

*196T
pus Kq noW meu ults o3 sdoy -sjuted awos uo

SM3TA TPNES JO UOTIEpOUNOIIE PUE UOTIINPat 3500
TeT3uRjEqns w Suriajjo stequaidag UT pajjruqns
aJam sTesodoad pastasy -sjuswaluwlre OH

JO UOTISTASl aTqEI9pIsSU0D B Jupiass aJw SIpNUS

gIeak ¢ J9A0

005

SRALSAS KITHNO3S 3SVE HIV

S0H0d HITINOHA
/d¥nD ISY0O 03 29URISTSIR SHI

agvno TYNOILYN HOd SMNVL

04 Hd
agvno TYNOIIVN

HHI H0Jd WIISKS TOHINOD ONY
ONVWHOD TAIVIDOSSY NV TTIAVA

II ISYBd — HODDNYS

' (DMINMYM XTHVE SNHOEHIY) QOHHIN

(dvavs) JodrcHd SONIIA
HIV DNIHFACD NOW 0 NOISNIIXA

NOIZILAdHOO

INTHIATOANT TYTHIISINTH

SNIYLIS

W3

(PanuTjuod) Jovy FTIAIH

SI0FAS08d STI¥S IONAIAT HOrvH

fl S3XT M TYLININIMND

1930083/ INTRIINDE




8 5343 NO WVIMITLINns

*gjno
Lxeyalpng gn Jo 3[neax ® S payraouws ST
32afoxd 31 apey Kew pueroy SN Wolj uoryTadwoy

*suor3jasalqo
ou saey £s1y3 3¥Y3 pPawITjucd aamy gn *jsenbax
uealoy 3@ ‘pue paArasst [[am syesodold syg AMVH

*Iaquajdag paaifie mon ajueyoowy puU® OO Jo 1Y
Jo M@ 3® HJ ZN I9m g0 "SUOTSSNISIP J0j Jaquajdag uT yn utr weay NZNg (2) SEIVOIHA SSVT) HAONVIT SNTJHAS

SuorjeTas uwrskeTey-orduy
UT uoljmIoTIajap jusaans £q pejoayye aq Lem
s3oadeolgy -pasrnbaa Teacadde £.mewaay uersleey
Inq 9933Twmo) §3d0Jdog pawdy Lq pajoares Jardey FHIIANTTE/ STV

y S3ATIBTITUT Jajo puw sOH jo suwsw Lq jJoddns wooy suorjwladpg asuajaq pue
1890320 G-¢ 3TSTA § Jo g Suraazjo Uy 2ATI0W QoW ~uorjriadmos Suoayg sdwey fmly ‘seseg [eAsy pue Jry

2g6L Jo Jajaenb 3mary ey
TI3un pajoadxs UOTSTIVAP OuU 3INq OLHF JnoAwF Kmay OLRA

"PI3BITPUT Of

Jo L3pjuenb [e303 Jo jno paispio 3yeIdaTR 2| (82) MMvHE
*3JRI0ITR 2L J8U3anj ¥ JI0J uOIjE3OND B paAfesad
pum pajsenbas L3ua02l S8y JULMMIAACH UBTPUL Y HATHHYH V35

-swayqoad £3Tinoes
Jo maTa ur 31y juamdinbas mgy wo Bumnurjuco
fucmmsnogyy  *38977 Surjsixe Joj sajuofAw pajepdn
pue g133dooyray Mau ¢2 JoF papjactd ucfjejond

*papasu
q TITA SoURIESTD HOOOD ~9J9pJ0 Uo-mMOTTOJ
(FOuElsqns jo £317IqISso4 “3Jeq wag epn{outl puw
dsquajdeg ur uaywj atem suorjdo jusmdrnbe uo
SU0TSTIap Areutwi(ady *pood uremax sjosdsog (MIXOHISIO YaNT) IOErodd LSO

auInoqay UT asuaisjuon *3[QI2UTAUT JO JBJJO BUT[IN0
YiTesAuommog 3W K| UO 23wJoguas 03 BAIAqUE) PAITSTA SBY WESY OH (3uemeoerdar ANHNOATIH SYHH) SAD

*£3111q1980d W osTE [asmeA Jayjangy | Jog
uot3dp “UOTSISATP ay3 peasFe saey Ny *NH J03
SUIMOQ[ay UF Sauadajucy | ISPIO UO STREESA 2 JO UOTSISATP J0F 3Joxokuzony,

U3TEaRUOINO) 3B K | n&noug Y3TA SUOISSNOSIP PITTEILP UL NVH

INTHINTOANT .._:ﬁamﬂzz_ SNIVIS

ISVE 8Vd GNV VISV

SIO34S0Hd STIVS FoNTIAT HOrve

1 5327 AN TYLLGENTHNND




HONYEZ ‘vsn

“Ltnp ut ysp
Pe3ISTA (a1) § Jo 8N

“1g6T eunp

UT Jjeig jo yetug
Aory gn yagm pessnostp
23E3g Jo JajsTUTH

d2Q0320 uF(

P2ITSTA (d@) 1938 TUTH(

(

"Sn @u3 o3(

ITITA Juaoces sty Furanp(
faey 2u3 jo oceg gn sma(
Y3ta syusmdinba yjoq(
PeSsnasIp (Ju)s Jo sn(
(

(

2200300 UT VSN (
P2ITSTA (1) J93STUTH(

*£ney gn £q vorjenTwas Jepun
TIF3S 3% wajefs suwos Jf STY3 JO sjusweTy

*juswarrnbag

ST91Yy2A painomre ATT ayy Jof uoTjenTEAs
J9y3any oFIspun [TTA S8TOTYIA 2SOUYAM s10313ed
—HOJ N0y JO 8UO SW Pe3oR[eN UIAQ IA®Y STATY

"STATY 03 URATE usaq PAwY HY*QF yjdom 23IRI3U0D

juomdoaasp aToTyep -swwmifosd wayshs uodmam
P230930ad ayTqom wWIaj-geSuor S2UTIEY ayj J0F
suftssp paseq-uordiosg P333THqNE SABY STATY

*1eaf s1y3 Je3eT jusndoTossp areos TIn-ead
J0} §1039813U03 OM3 IO SUD O3 §309IJUOD SNEST
TTFM SN °P933TEqns ,J8jjo Teurj puw 3seg,,
‘ua3efs Sututwsy joyrd Lawy gn Jo0F sTesodoad
ufteap jdeosuos peyrwiep Jo3 39813U0D IaEy
SUTSnoq [TSUUOTOH YITA UOTjwoqerTos Ut ‘ayg

“(DHH ®moI] 28waT Jo THY wolJ aseysand
J0O 99E3T #T) JEPRI UOTIENTEAs uw SururEiqo
JO Poujem 3seq Surseprsuos LTjuszana £asy gn

‘83u0q 992 paseyoand fpwaiTe swy Amay

S0 "933 S3TINP Jnoquey Joj pajdopw aJem gs0
243 JT I9IX2 QOL'T J8Y3INJ ® JoJ s3yopdsord
PuE g380q /2 J0oJ jusmalrnbag e aawy oWSN UL

*gjusmarinbax gn
3998 03 PaTJIPOW aq TTTA Wa3sfs yn ay3 Yorym
2apun ‘psults 3omajuos juandoaaap-02 g0

*Surseyd-a1 earnbes Lew swaTqoad Lrejafpnq
SN "S3TUn SITy gy 03 aswatour YITW Japag
"eINIng Jwsu Y3 UT 20J0J OjUT 2WOD 03
Pajoadxs ST oW sy} 03 Xeuuw uoTyysInbow ayg

"SJTUR B8ITF QZZ JO jusm

-aatnbax Tej03 pajwdioriue ayy 03 dn fL313uenb
uorjenyess uw jo Ayddne syj xoy Aeay g

a1} 03 uaA1¥ ueaq oasy sajEuTyss Lreya8png

HILSES SNOIIVOINAHHOD TIIVEDEINT

(seTatyap
pasnowry ysyy Joy)

(ue3sfg wodeapy
P@30830ag STTq0H J0J) NOIJHODS

LVOE IHO4dNS IVEHOD

HYIHOH WH 1§
(ses®q gysn 103)

(304 8u3 JoF) ¥ATIVH

NOTITIRdWOD

INTHANTOANT TYIHILSTINTH

SNLYIS

I03roEd/ INTRAINDT

VOTHIHY HINON

SLOFISOHd STIVS TONLIET HOCvH

M S3RF H0 TYIINIALANDD




From: Geoffrey Pattie, M.P.

N House of Commons
\C_ 'y
Neom \’\ LONDON, SWI1A 0AA.

0




\ PJVQ_Q‘ KT
- - s
. M«Mq—‘)
Ound x ‘gr;m
%«N\__\

g e WS NM\\ —~IR
o s teedl

Zk?,wmu “
-

8 W o o
Sg‘o w—m.a)g




10 DOWNING STREET A
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"Z‘-. @ _,‘g__. o

From the Principal Private Secretary 3 August .-1981

IN CONFIDENCE

|
Thank you for your letter of 28 July
1981 about Reg Anderson's and Hugh Braden's
proposal to form a limited company to advise

and assist firms in the export of defence
and civil equipment to overseas governments.

I have shown your letter to the Prime
Minister, and she is content that Mr Nott
should respond to the proposal in the way
you describe.

I am sending copies of this letter to
Jim Buckley (Lord President's Office) and
Jeremy Colman (Sir Ian Bancroft's Office).

\/MM",

Brian Norbury Esq.,
Ministry of Defence.




IN CONFIDENCE

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW 1

Telephone 01-98ExRX 218 2111/3

Prpwme Mt 28th July 1981

My Secretary of State thought that the Prime Minister should
be aware of a proposition which has been put to him on behalf of
Mr R Anderson (who retired from the Ministry of Defence this
February as Deputy Und retary of State (Procurement Management
and Sales)) and Mr H R Braden (who retired in January as Assistant
Under Secretary of State (Sales Administration)).

Mr Anderson and Mr Braden, together with a former Principal
in the Department, Mr Jones, propose to form a limited company to
advise and assist companies in the export of defence and civil
equipment to governments in the Middle East and elsewhere. Mr Nott
has considered their proposal in the light of advice from his officials
and those of the Civil Service Department. The project is of an
unusual kind and requires, he believes, to be treated with some care,
but it is the view neither of the Department nor of the firms in
defence industry (which have been consulted) that he need feel
inhibited from agreeing to the establishment of the consultancy,
provided that its name does mot imply any relationship-EIEH the
Defence Sales Organisation (which it will not) and that he issues
(which he proposes) a strict injunction to members of the Defence
Sales Organisation that they must not treat the consultancy any
differently, or supply it with anf_aszerent categories of information,
fr uch company. It is also envisaged that Mr Anderson
and his proposed partners should be reminded that they must be
particularly careful to observe discretion and propriety in their
dealings with the Ministry of Defence and with defence industry.

Mr Nott proposes on the above basis, and bearing in mind the
national interest in fostering sales of defence equipment, to raise
no objection to the proposal but he considers, nevertheless, that

lthe Prime Minister should be aware of it.

I am sending copies of this letter to Jim Buckley (CSD) and
Jeremy Colman (CSD).

s

MA—
(B M NORBURY )

C A Whitmore Esq
IN CONFIDENCE




10 DOWNING STREET

From the Private Secretary 13 July 1981

The Prime Minister has seen and taken
note of the latest quarterly report on major
defence sales prospects enclosed with your

‘letter to me of 8 July.

I am sending copies of this letter to
Francis Richards (FCO), John Rhodes (Department
of Trade) and David Wright (Cabinet Office).

EE. OD. B. ALEXANDER

J.D.S. Dawson, Esq.,
Ministry of Defence. -




CONFIDENTTIAL

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone O13930k708x 218 2111/3

MO 26/9/1A 8th July 1981

foe s ®
Newn Pnchnt, "I /i

I attach a copy of the latest quarterly report on major
defence sales prospects which my Secretary of State has asked
me to forward.

In addition, my Secretary of State has asked me to let you
know of two recentlﬁ siEEed contracts in the Middle East in which
the Prime Minister s taken a personal interest:

- Dubai a contract for 8 Hawk aircraft was signed on
29th June. Estimated value £4bM;

———
sy

- Qatar a contract for the first battery of Rapier
was signed on 14th June; together with

support package, worth some £71M.

The sales to Dubai and Qatar are, I regret, subject to an
embargo on publicity as the Governments in question have specifically

stated that the sale should remain confidential.

The Prime Minister may also wish to be aware of further
detail in conmection with the follow-up to her discussions on
E;EEEEEHﬂEE_thpg. Following Government to Government discussions,

which a MOU to support the Hawk sale was offered, a round of
negotiations between the Company and the Abu Dhabi Air Force
recently took place and agreement was reached on technical
specifications. Negotiations will re-open towards the end of
August. I understand that Abu Dhabi has earmarked some £60M for
the purchase, indicating an initial order of up to 16 aircratt.

I am copying this letter to Francis Richards (FCO), John Rhodes
(DOT) and David Wright (Cabiret Office).

Ll

\'l/wwv vw»wJL,]

CONFIDENTIAL

M 0'D B Alexander Esq
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8 April 1981
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FRIGATES TOR PORTUGAL

The Prime Minister has seen vour letter
to me of 7 April on this subject. She has
acreed that, in all the ecircumstances, we
should not nursue the cuestion of Government
support for the Rolls Royee bid any further,

I am sending copies of this letter to
the recipients of the previous correspondence,

M. O'D. B. ALEXANDER

Richard Riley, Esqg.,
Department of Industry,

CONFIDERTIAL




CONFIDENTTAL

DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE o01-212 3301

PSS/ SWITCHBOARD 01-212 7676
Saecretary of Stata for Industry

1 April 1981

Michael Alexander Esq G /7 ——

Private Secretary to the ﬁ)>h~b 541W£Vu

Prime Minister ;

10 Downing Street ( Donbl eQelon Min busienn (s

London SW1
le neSte s | ﬁ@a b bl ewets laa

ﬂﬂ; hMAM ?
/L
Thank you for your letter of 19 March. My Secretary of State
has reviewed the question of finding some means of supporting
Rolls-Royce's bid to supply engines for the three frigates which
the Portuguese are expected to order. He has concluded that
there is nothingwhich could properly be done to aid the business
under any of this Department's existing industrial support
schemes. The use of such funds is subject to the boundaries
of the legislation for industrial support and the circumstances
are such that it would be extremely difficult, if not impossible,
to defend the provision of aid in the guise of industrial
development when the real purpose would clearly be to fund a
further set or sets of Rolls-Royce engines for the Portuguese.
The sum involved would be £%m for one set of engines and the
belief is that it might require an offer of £10m for two sets
{of engines, to influence the Portuguese to order Dutch frigates
with Rolls engines. This would be in addition to the free set

of engines which Rolls themselves have already offered for the
first of the three frigates.

Dewrs Holeat

2 There is, moreover, a presentational problem. The Portuguese

are looking for an aid contribution from HMG to put with those
which they have been promised by the Governments of other countries.
W& could not, even if we thought it desirable, make an aid payment
from DOI votes. The Departments which might properly disburse
aid are the FCO and/or the Ministry of Defence, but we understand
that neither is able to find money for this purpose.

%3 My Secretary of State did consider very carefully whether

he might forego some part of the total vote provision to this
Department in favour of one or other of those two Departments.

But given the many other pressures on his industrial support funds
he did not feel able to justify such a transfer to.supplement
existing aid provisions. Unless the Chancellor of the Exchequer
is able to help the FCO or Ministry of Defence my Secretary of

/State .-
CONFIDENTIAL




CONFIDENTIAL

2

State fears that we wust reluctantly conclude that this Department cannot,
in this instance, make available support of the magnitude needed.

4 I am copying this letter to the recipients of yours.

b/_u/‘s L)

et

RICHARD RILEY
Private Secretary

CONFIDENTIAL
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone O13¢3mk2a3ex 218 2111/3

MO 26/9/1(A) ‘\/\g 6th April 1981
/’/” /ghwd. leﬁﬂZUk (§>

b Mgt /s

QUARTERLY REPORT ON MAJOR DEFENCE SALES PROSPECTS

I attach the latest quarterly report on major defence
sales prospects. We have simplified the format of the report
from the first edition circulated with my letter to you of
21st January, and we have cut down the number of entries in
the report; but we have retained more comprehensive coverage
for India and the Middle East in view of the Prime Minister's
impending visit.

I am copying this letter with its attachment to Francis
Richards (FCO), Richard Tolkien (HM Treasury), Stuart Hampson
(Department of Trade) and David Wright (Cabinet Office).

.

.
Polledor

(J D S DAWSON)

M 0'D B Alexander Esq

Covering CONFIDENTIAL UK EYES B
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Foreign and Commonwealth Office

London SWIA 2AH

20 March 1981 )

AR

[ Al » ¢ AA
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FRIGATES FOR PORTUGAL q"""’/z"""( b bt Q (

f)
In Lord Trenchard's minute to the Prime Minister of 17Lyarch, he

suggested that the Germans and Americans were undercutting us by
using their aid programmes.

——

This misstates the position. The point is that the Americans and
Germans have substantial military aid programmes , running to

hundreds of millions of dollars for capital equipment whermas the
UK has no more than a modest military training assistance scheme,
amounting to only £9 million. In the Lord Privy Seal's view, it
has always been likely that, faced with a choice between free
American or German engines and market price Rolls Royce engines,
the Portuguese would choose the former. He agrees with Mr Marten's

view that the use of development aid funds for this purpose would

be inappropriate; Mr Marten has made the general point clear on

more than one occasion in the House.

T am copying this letter to the Private Secretaries to the
Secretaries of State for Industry and Trade, the Minister for
Overseas Development, the Minister of State for Defence and

i

S J Gomersall

Sir R Armstrong.

M O'D B Alexander Esq
PS/Prime Minister
10 Downing Street

CONFIDENTIAL




10 DOWNING STREET

From the Private Secretary 19 March 1981

FRIGATES FOR PORTUGAL

The Prime Minister has seen the minute addressed to her
on this subject of 17 March by the Minister of State in the
Ministry of Defence. She has noted (paragraph 5 of Lord
Trenchard's minute) that the Secretary of State for Industry

' does not feel that the Department of Industry can help. She
has asked that this decision should be looked at again.
She finds it hard to accept that, given the scale of Government
assistance to industry, none of the existing schemes can be
drawn upon to nhelp Rolls Royce in this instance,

I am sending copies of this letter to Colin Balmer
(Ministry of Defence), to the Private Secretaries to the other
members of Ex and to David'Wright (Cabinet Office).

&8

I Ko ¢, Lilison; Esql.,
Department of Industry.
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Prime Minister

John Nott has asked me to write to you about a rqu(
problem with assistance to the Portuguese in obtaining
some anti-submarine warfare frigates, where there is a és
real danger that Rolls Royce and other United Kingdom
firms will lose some £20m of business because we are
unable to provide more Government assistance.

i As you may be aware, NATO wants Portugal to obtain
three of these frigates so that she can fulfil part of
her role in Alliance defence. Portugal is too poor to buy
the ships herself, and NATO nations have therefore been
asked to co ibute towards the scheme. The frigate
design preferred by the Portuguese Navy is the Dutch
Kortenaer, with Rolls Royce engines, at an estimated cost
of B400m at September 1978 prices.

S There are now strong indications that the Portuguese
will turn from this initial preference to Germﬁn frigates,
with US General Electric engines, because of e consider-
able financial inducements offered by the Governments and
industries of these two countries. Germany has said that

all of its military aid to Portugal (about §15m a year)

can be applied te this project over the next eiggt ¥yeAars;

the US Government position is less clear, but General
Electric have offered very favourable terms for their engines,
which could go into either the German or the Dutch frigates.

4., Rolls Royce are naturally very concerned at the danger
of losing this business, and their Chairman has written to
John Nott appealing for further Government assistance to the
Portuguese to encourage them to buy the Kortenaer with

Rolls Royce engines. The firm have on their own initiative
already offered one set of propulsion equipment free of
charge, but a UK Government contribution of £11m (the 1981
cost of two more englne sets) is seen as necessary to stand
a chance of swinging the deal.

B Here, unfortunately, is the difficulty, for in the
present circumstances there are ng funds available. TLast
August, with Cabinet Office involvement, Ministers decided

A ERat shie

S N R Ny W i
b 3 i VL il o s o [ ¥
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that our contribution must be limited to commercial credit
for the purchase of British equipment. The Foreign and
Commonwealth Office and the Ministry of Defence had no
funds available, and Keith Joseph wrote that, despite
concern for Rolls Royce marine engine business, the
Department of Industry could not help for there were no
means available under any of the existing schemes of
assistance to industry.

6. Following Rolls Royce's most recent approaches -

and some from the Netherlands Embassy - the possibilities
have been reviewed, but essentially the position remains
unchanged. The Defence budget is strained to the limit, and
in answer to my query, Neil Marten has said there is no
Justification for breaching successive Governments' under-
taking that overseas aid funds will not be used for military
aid purposes. This, despite it becoming both German and

US policy to apply aid in this way. Military or civil
offset arrangements with the Netherlands look to be a
non-starter - there is nothing of sufficient importance in
the pipeline - and ECGD have advised that their newly
introduced "credit-mixte" scheme cannot be used in this
case.

s Given this situation I am afraid we can offer no

more for Rolls Royce comfort. But this is a sorry answer
“Tor UK Industry generally tror if the Portuguese turn to
German frigates, other UK firms will almost certainly

lose orders for equipment for the frigates worth up to $15m.
Rolls Royce, as well as losing the business for the three
frigate engines, will see General Electric secure a foot-
hold in the European market and probably go on to take

away other business from the UK firm.

8. In conclusion, we are likely to face some critical
comment if UK industry 1 this business which Rolls
Royce believe could be s by Government assistance.
Whether in fact such assistance would affect the issue at
this eleventh hour - the Portuguese are expected to decide
in fhe next Tew weeks - is open to question. But all the

/ possibilities ...

% N NETIE e, —-f\- '“-.,.
(“';‘“ CONFIDENTIAL TA L




CONFIDENTIATL

possibilities for assistance have been re-examined and
have been found to be impracticable.

9. I am sending copies of this minute to members of
EX and to Sir Robert Armstrong.

|77 March 1981

T P P ey
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-9¥KKxe 218 2111/3

MO 26/9/1(A) 25th February 1981

Vil
PRy gt

The Secretary of State has asked me to say that he
was very grateful for the guidance from the Prime Minister
on his minute to her of 12th February which was contained
in your letter to me of 20th February.

DEFENCE SALES

My Secretary of State has asked Lord Trenchard to
have an early discussion with Sir Derek Rayner; and he
himself will be seeing Sir Derek within the next few

weeks, W’m M\J '
Wi

(B M NORBURY)

C A Whitmore Esq
CONFIDENTIAL




CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secretary 20 February 1981

g

' |

d y 1%

DEFENCE SALES

The Prime Minister has asked me to thank your Secretary of
State for his minute of 12 February 1981 about defence sales.

She was glad to learn of the steps he is taking to improve
our exports of defence equipment. She looks forward to discussing
in EX his report on the survey of our sales strategy which is now
being undertaken by Lord Trenchard. Similarly, she would like
to give every encouragement to the steps which Mr. Nott is taking
to reconcile the requirements of our own Armed Forces with the
need to make our equipment cheaper and more attractive to
overseas customers.

As regards the proposed Rayner-type study of the Defence
Sales Organisation, while the Prime Minister agrees on the
importance of getting our sales strategy right first, she thinks
that it would save time later on if Sir Derek Rayner, who is no
stranger to this area, was involved from the outset in the work
which is in hand.

The Prime Minister attaches such importance to the efforts
pwhich Mr. Nott is making to improve our exports of defence equip-
ment that she would like to continue to receive quarterly reports
on sales prospects. She is, however, content to leave it to him
| to decide how comprehensive these reports should be and the form
"they should take.

I am sending copies of this letter to George Walden (FCO),
Tan Ellison (Department of Industry), Stuart Hampson (Department
of Trade) and David Wright (Cabinet Office).

\z.m.«w'-"
K’ bt

'BTM. Norbury, Esq.,
Ministry of Defence.




PRIME MINISTER

DEFENCE SALES

The attached minute from Mr. Nott is a brief report on what he
is doing to improve defence sales.

Most of it is an unexceptionable statement of desirable
objectives (paragrEEE_ET‘and of sensible practical action
(pd;;E}aph 2). In paragraph 4 of his minute, however,

Mr. Nott is asking to be released from a couple of exercises
which you asked for as paf€_3§_§our general interest in the
question of improving our export of defence equipment.
First, he wants to postpoﬁg—zhe Rayner study of the Defence
Sales Organisation which you asked Mr, Pym to undertake just

before Christmas (a copy of my letter setting out the purposes

of the study, which was drafted at your request by Sir Derek
Rayner, is attached (Flag Eﬁ). Mr. Nott argues that he
(o]

should be allowed to sort t his sales strategy first and
only afterwards should he look at his organisation. There
is certainly a logic about his approach. Are you ready to

let hi?lfostpone the Rayner study for the time be1ng°

MNet—pvihen  bwi- '( hean ko et o faue
Lo 2 len TEA }nﬂtidhldbut' ©“ Ao
Second, you asked a little time ago for a regular report on maJor

defence sales contracts, and in sending the first of these last
month, Mr, Nott suggested that he should submit them every ob
gquarter. He is now backing away from this and is suggesting n\..Jq‘J_'
that he should involve you in defence sales matters only

when he needs your support. This would mean, inevitably,

that you would have much less idea of what was going on in

the defence sales field than you have now. Do you want to

insist on having a quarterly report? Or are you prepared

to release Mr., Nott from the obligation to report regularly?

12 February 1981




CONFIDENTIAL

MO 26/9/1(A)

PRIME MINISTER

DEFENCE SALES

We are determined to increase our defence exports.

25 There are two areas where we can make progress, First,
there are markets - notably the Middle East - where we can make
a major impact with the equipment we have on offer today.
Particularly successful items include Rapier and Hawk.

Tom Trenchard is undertaking a short survey of our overall
sales strategy, and will let me have a short report which I
will bring forward to EX Committee. As OD agreed last December
Tom will use an in-house working group, to which Ministers and
officials from other Departments will be co-opted as necessary.
The aim will be to produce decisions and proposals, not a

lengthy report.

J'e Secondly, there is no doubt that our equipment is too
expensive. I am certain that in conjunction with industry we

must find ways of designing our equipment to make it cheaper -

and more exportable - but without detracting from its fundamental
military purpose for our Armed Forces. But this will take time.
The equipment being planned now will not enter service in many
cases for another decade and it is only then that action I take
now will produce commercial results. We must also simplify and
speed up our operational requirement and procurement procedures and
bring industry into the process of new product development so that
at an early stage it is financially involved in equipment projects
which it considers to have export potential. Tom Trenchard is
talking to industry now about all this,

1
CONFIDENTIAL
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4. Your Principal Private Secretary wrote to my Private Secretary
just before Christmas with your proposal that there should be a
Rayner-type study of the Defence Sales Organisation. For the
moment, I should like to concentrate first on getting our sales
strategy right and only then to look at our structures - the
Defence Sales Organisation in the MOD, and International Military
Services Limited - to see if they meet fully our objectives.

Tom Trenchard's group will certainly examine the issues you raised
and he will be in touch with Derek Rayner. Above all, we need
action and not deluges of reports. With this in mind T would
propose not to send you reports on sales prospects as a matter

of regular practice. I shall, of course, keep you fully posted
on matters where I need your support: your views on defence sales
are fully taken, both by me and my juniox Ministers here, and we

shall be seeking to implement them as rapidly as we possibly can.

5. I am copying this minute to the Foreign and Commonwealth
Secretary, the Secretaries of State for Industry and for Trade;
and to the Secretary of the Cabinet.

Ministry of Defence
12th February 1981

2
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DEFENCE SALES Z

Thank you for your letter of 37€h January.

You asked about Ministerial visits to Nigeria, Brazil,
Venezuela, Singapore and Tunisia. Later this month Lord Carrington,
accompanied by Sir Ronald Ellis, the Head of Defence Sales is
planning to visit Nigeria. There are also tentative plans for two
further visits to Nigeria by Mr King and Mr Parkinson, for visits
to Brazil by Mr Walker and Lord Trenchard, to Venezuela by Lord
Trenchard and Mr Clarke, and to Singapore by Lord Ferrers. We
would expect to provide appropriate briefing on defence sales
matters for these visits. No visits are scheduled at present for
Tunisia. =

I am sending copies of this letter to Francis Richards
(Foreign and Commonwealth Office), Richard Tolkien (HM Treasury),
Stuart)Hampson (Department of Trade) and David Wright (Cabinet
Office). ?

o, vl
N

(J D S DAWSON)

M 0'D B Alexander Esq
10 Downing Street
RESTRICTED




10 DOWNING STREET

From.the Private Secretary ) 3 February 1981

I am sorry not to have replied before now to your letter of
6 January about the British Defence Eguipment Catalogue.

Before agreeing that the British Defence Equipment Catalogue
can be supplied to particular firms, the Ministry of Defence neced
to establish the credentials of the company concerned in order Lo
ascertain the exact nature of its business.

The brochure which you kindly sent to the Ministry of Defence
in 1980 relates to a company (Paratroop Training Limited) which has
apparenlly now ceased trading, and I understand that the Ministry
of Defence have not seen the relevant advertising material for
Arr Operations Limited. It might be helpful if you could send to
the Director of Marketing at the Ministry of Defence a copy of
your current prospectus so that its contents can be studied in
the context of the considerations set out above., May I also sug-
gest that you give him as much information as possible about the
nature of your equipment supply arrangements (for example, the
range of equipment, the manufacturers from whom you are purchas-
ing, ete.) and the production arrangements for any manufacture of
equipment to your own design.

Supply of the British Defence Equipment Catalogue is not
automatic but I am sure that the Ministry of Defence will be able
to give you a final answer when they have received this informa-
tion. The address to which you should write is:

"Director of Marketing,
Ministry of Defence,
Stuart House,

Room 707,
Scho Sguare,

London W1V 5FJ." M. A. PATTISON

I . Welish,. "Hsdl
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone mﬁéxm 218 6169

D/S of S/PS/10 2nd February 1981

T fo e i

’ /W

In my letter to you of 21st January, I said that we
were consulting the Security Service about the activities of
Mr Welsh who wrote to you on 6th January, and thought it
advisable to defer drafting a reply until this process had
been completed.

/4&5&» .‘1~;LL

The information which we have now received confirms that
Mr Welsh has set up several companies designed to recruit
mercenaries, provide protection services and supply related
specialist equipment. Although we have not yet seen any brochure
describing the services offered by his present company, Air
Operations Ltd, there is no reason to believe that these will
differ substantially from those offered by its predecessors.
Such activities are not, at present, illegal, but because of their
political sensitivity the Defence Sales Organisation has always
been particularly careful in its dealings with companies operating
in this area.

Neither Air Operations Ltd nor the earlier companies run by
Mr Welsh appear to have met with any commercial success. There
is no evidence to suggest that they have ever secured any significant
contracts to supply either equipment or services. It appears that
he has attempted to recruit personnel in the past for what may
have been mercenary activities but we are not aware that he has
in the event actually supplied, or been commissioned to supply,
mercenaries. In fact all the available information suggests that
he has consistently lacked either the experience, capacity or
financial resources to match the ambitious claims made in his
brochures.

M A Pattison Esq
10 Downing Street
COMMERCIAL IN CONFIDENCE

CONFIDENTIAL
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COMMERCIAL IN CONFIDENCE

As far as the second strand of our enquiries is concerned,
the extent of Mr Welsh's standing as a marketing outlet to
foreign governments for British defence equipment, I am
advised that - with one minor exception - there is no evidence
that he has ever concluded such a sale.

In view of these considerations we have continued to
treat Mr Welsh's request with some caution. Nevertheless
the reasons why the Defence Sales Organisation have not
wished to be associated with Mr Welsh and his companies rest
on judgements and suspicions that we would not wish to make
public; and we would certainly nmot wish to place you in a
position of having to do so. All in all, therefore, we
consider that the best course would be to send a letter asking
him to supply the Ministry of Defence with further information
about his activities as a basis for reconsidering his request.
I enclose a draft of a letter which you might consider sending.

;lq_ ;%fi G Heves, 07¢24 lore ‘z‘, Comsulie) Y-
?1;1;~4 lena .

7M "“"/,

Ale, £,
”“’7/

(D T PIPER)

2
COMMERCTAL IN CONFIDENCE
CONFIDENTIAL




o

DRAFT LETTER FROM No 10 TO MR J C WELSH, ATR OPERATIONS LTD

I am sorry not to have replied before now to your

letter of 6th January about the British De?ence Equipment Catalogue.
J

/
/

Before agreeing that the British fence Equipment Catalogu

can be supplied to particular firms, the Ministry of Defence need
to establish the credentials of th¢ company concerned in order to

ascertain the exact nature of itg business.

The brochure which you kindly sent to the Ministry of Defence
in 1980 relates to a company (Paratroop Training Limited) which has
apparently now ceased trgding, and I understand that the Ministry
of Defence has not seen the relevant advertising material for Air
Operations Ltd. It glight be helpful if you could send to the Director
of Marketing at th¢ Ministry of Defence a copy of your current
prospectus so thdt its contents can be studied in the context of the
considerations /set out above. May I also suggest that you give

him as much ihformation as possible about the nature of your

equipment sfpply arrangements (for examples the range of equipment,

[}

the manufacturers from whom you are purchasing, etc) and the

production arrangements for any manufacture of equipment to your

own design.




Supply of the British Defence Equipment Catalogue is not

-
automatic but I am sure tha;_the Ministry of Defence will be

able to give you a final answer when they have received this
information. The address to which you should write is

"Director of Marketing,
Ministry of Defence,
Stuart House

Room 707

Soho Square

London W1V 5FJ
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From the Private Secretary 27 January 1981

DEFENCE SALES

Thank you for your letter of 21 January covering your first
report on major defence sales contracts in negotiation. The
Prime Minister agrees that a report every quarter would be about
right. It would be useful if your next report could reach us in,
say, the first week of April, i.e. a little before the Prime
Minister's departure for India and the Middle East.

The Prime Minister has commented on the present report that
more Ministerial attention is required in relation to Nigeria,
Tunisia, Singapore, Brazil and Venezuela. I should be grateful if
you could let me have an early comment.

I am sending copies of this letter to Francis Richards
(Foreign and Commonwealth Office), Richard Tolkien (H.M.Treasury),
Stuart Hampson (Department of Trade) and David Wright (Cabinet
Office).

M, O'D. B. ALEXANDER

J. D. S. Dawson, Esq.,
Ministry of Defence.
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26 January 1981

Thank you for your letter of 21 January,
in reply to mine of 7 January forwarding a
letter from Air Operations Ltd.

We have already acknowledged the company's

letter, and I am content to await a substantive
dralt,

M.A. PATTISON

Derek Piper, Esq.,
Ministry of Defence.
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01- GROKX I 218 61 69

D/S of S/PS/10 21st January 1981

AMAM,

You asked for a draft reply to the letter which Mr Welsh
sent to No 10 on 6th January.

The British Defence Equipment Catalogue is compiled and
published by Combined Service Publications Ltd of Farmborough
in close consultation with the Defence Sales Organisation.

It is sold on request at £50 a time for the three volume set,
The Catalogue is an authoritative work of reference on UK defence
equipment and suppliers,whose possession by a firm would
undoubtedly be taken by a potential customer as a sign of
Government approval. For this reason it has been our policy

to authorise its sale only to bona fide companies in the
defence equipment field with whom we would wish to be
associated,

The reason that we have declined to supply the 1980 British
Defence Equipment Catalogue to Mr Welsh is that we believe
Air Operations Ltd to be the latest in a succession of
companies which he has set up for the purpose of recruiting
mercenaries. We know of at least three such companies set
up by Mr Welsh., I attach copies of the brochure he supplied
in February 1980 for one of his previous companies and a letter
dated 28th August 1980 demonstrating the connection with Air
Operations Ltd,

Before providing you with a draft reply we think it
prudent to obtain the Security Services assistance in
verifying:-

a, the account we have of the probable purposes of
Air Operations Ltd;

M A Pattison Esq

1
CONFIDENTIAL
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b. the extent to which Mr Welsh can claim to
constitute a legitimate marketing outlet for defence

equipment with which we as a Department would wish
to be associated.

These enquiries are already in train as a matter of urgency,
and T expect to be able to let you have a substantive draft

reply to send to Mr Welsh in a week's time. In the meantime,
if you consider an interim reply necessary, you might simply
say that the point he has raised is still being investigated.

]M N e n

Al
‘—____-—ﬂ

(D T PIPER)

CONFIDENTTAL
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. (Reaistered in Englana
under 1227358)

- AR
PARATRCCPING
LIVITED

(Registered in England
under 1052520)

PARACHUTE
FIELD
ANVBULANCE

(Registered in England
under 2250572)

SELA A et a2V A.s oA

THE ART OF WAR, 400-320 BC).

Registeied office: 488 Hornsey Road - London — ENGLAND 4, N9 42

Telegrams: PARATROCK - London N19 N YMTY

e
Telephone: 01 ??J 1519 (telephoie answering service anly)
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©“ .. Management of the many is
the same as management of the
few, it is a meaiter of organization”.

(SUN TZU,




GOVERNMENT SERVICES GUIDE

Ex-British military personnel who have served in either the Parachute Regiment, the Special Air Service
Regiment or the Royal Marinz Commandc, are available 1o overseas governrients on a contract basis 1o
undertake the following duties:

1) Act in a supporting role to government forces during counter-insurgent and anti-terrerist operations,
which include bomb squad and hostage release duties.

2) Cuunter-coup d'etat precautions, by dep!ovingaspcciany trained teams into pre-determined opera-
tional areas in order 1o tie down military forces should an insurrection be attemgpted.

These teams to act only upon receipt of orders given directly by the Head of State via special digitally
coded communications networks which carry voice discrimination, and they will act automauically
and independently in a national emergency according to pre-arranged orucrs.

3) _Establish end operate ‘WO GO’ areas.

4) Supervise security of desianated high risk/high value areas.
6} Border surveillance + long range intelligence gathering patrols.

6) Military and security surveys at short notice.

[”' 7)  Armed escort services.

8) Supply of Discreet Operational Vehicles (DOV's) which are armour plated 10 protect against explosive
and bullets.

B [9! Peace Keeping Forces ayuilable from within our organisation.

10) cx-British military specialists available from other branches of the British Armed Forces to teach
military subjects. .

11) Military systems desiyn + manufacture.

12) Supply of British Défence Equipmeni.
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PREFACE

Napoleon, following Waterloop, was observed to have stated that he lost primarily because his men had not
eaten bread 1ogzther often enough prior to the battle.

Put another way, they had not Ic arned 10 trust and devend upon each other 1o become an effective fir nhting
foree with a sirenaly developed ‘espeiii de corps’ whiciy demanded death rather than defest and humiliztien,
Thus "esperit de corps’ is no I(.—ss Imporant today than it was in Napoleon's day, ner is it any easier 10
develop.

It is developad in part by sound progressive training fellowed by reaular pract’ce of the subjects tzught, 1o
that the point is reaches where individuals react instincuvely to any aiven situztion oiving outstenging comouai
performance with tne psychiulogicai will 10 meet with and deicat the enemy, which could mean the diffvrence
between life and death on the bettleficld or success or faiiure of & military operation,

No attempt will be made here o differentiate militarily between tactical and strateoic values, zs the time is
almost upon us when any difference that does exist will be absorbed and reduced 1o pUre management
boundaries, The technical zspects of warfare changs dramaticaily from day to 2ay, and serves only to
compound the problems facing special forces units on 1oday’s battlafislds — b= they militzry or civil, end the
need for Interoperability and increased Mobility have demanded Reliability and the Capability for individual
action beyond anything previously experienced.

Special Forces units opzrate automatically and indepcndently in an emergency, and the effects of these units
failing to complete their missions in future conflicts can be expected to have a far greater impact on the
conduct and final outcome of military campaigns than ever before.

To assist overseas governments in the training of their spzcial forces, we have produced a low cost, no
nonsense, no frills SPECIAL FORCES TRAINING PROGRANME (SFTP) which ¢fers a wide choice of
subject intensive military courses taught by ex-British military training instructors. The courses &te aimed
a1 providing governmients with an indiginous means of effectively combating the Increasine threats of
insurgoney end terrorism with their own independent deterrent, which to be effective must be seen 1o be

Ohly by having a highly trained and reaularly practised Guick Reaction Air Mobile Foree, fully parachute

- trained and continually dep!cyed ready for wide actinn in the event of a nztional emwrgency, €2n governmeants

contain anarchy within controllzile limits.

Overseas pupils can ba trained by us in the United Kingdom subject 10 Ministry of Defence approval, but we
préefer whenever possible to conduct tranina courses in the pupils own country where disirecting outsice
influences can be kept 10 a minimum, and by so doing, not only do puplis learn mare quickly, but security
“is.that much more easily enforced end coordinated ez the training area/s are seaied off by security forces
during training.

;Fnr reflection; "1hc best training for war is war. If yau cannot get into one in your own role, then get into
titin someone else’s”

| —T TR urrseey T3

This had been adequately demonstrated in certain Africar countries during the past dezads,




JC Welsh
488 Hornaey
Lunden NID

Moo Mktg 3 i 28 08 1980

Stuart House
23 Scho Sq
Lendon WIV 5FJ

‘Deax Sirsy
hankyou for your D/Iiktg/19/6/3 deted August 19C0 signed Ll Waugh,

Rs I em sure you are well aware, I have been having the BDEC since 1973

and now you state that I no lcnger qualify fer the publication,

For your infermetion I am taking British cdefence 9qu~pnan with me onto
our stand in Wiesbaden Lhis coming Uctcaer, uhere we are exhibiting

on the British Joint Venture piojecte . {L qu\i\ CLTLF\ )

Offered with our system will be laser rangefindars, pyrotechnic stores,
GS %08/10g Meridian Indicator, and wezpon uyutems for protectiocs of Lhe
L2/07%,

Shouls you in vour uisd;m consicder that the sale of the above equipment
tgoes nol constitute British defence eq u1pﬁan, then we zre obviously al
cross purposes, and I shall look to other ccuntires to supply me with
this equinment, as the British 0D do not appear ﬁo be interested. in Lhe
export of our products via ﬁyself or my new company row being fermed: Air

Opzrations Limiled,

paratroop Training Limited whicl previously had the BDEC will cease to
trade vithin the coming six months.,

Thamayey cet '[| '[I l}'"‘"
Yours faithfully, ; "i."Q'('T! 'ff, 3(': (e IE;.IT‘.’

2§ AUG 196
¥ PRUSTRY LF BEFENGE

L]
. JC Uelsh, per pro fir Cperations Limited.
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I attach the first of our regular reports on major defence

sales contracts throughout the world for which Brifain 1s
“competing. We propose to provide similar reports every quarter:
is this about the right frequency?

The list covers the major prospects in terms of value and
of significance to our defence sales efforts, based on our
most up-to-date assessments, and broken down by country.

Mr Nott has asked me to say that he will be reporting
separately to the Prime Minister on the questions arising from
Clive Whitmore's letter to Brian Norbury of 22nd December on
the proposals for further work in comnection with defence sales.
Mr Nott would be happy to discuss jor sales
prospects with the Prime Minister.

I am copying this letter with its attachment to Francis Richards
(FCO), Richard Tolkien (HM Treasury), Stuart Hampson (Department of
Trade) and David Wright (Cabinet Office).

\

s S

MAW:_{\N—-

-

(J D S DAWSON)
Private Secretary

M 0'D B Alexander Esq
10 Downing Street
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I enclose a copy of a letter which the

ime Minister has received from the Chairman

-

British Aerospace, together with a copy

the Prime Minister's reply,
T am sending a conv of this letter and
its enclosure to Roderic Lyne (Foreign and

Commonwealth Office).

M. O'D. B. ALEXANDER

U,8, Omand, Esq,,
“nistry of Defence.
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13 January 1981

Dear Sir Austin,

Thank vou for vour letter of
2 January. I was delighted to receive the
news of your success in Zimbabwe., I hone
it will be the precursor of other similar

sUccesses,
Yours sincerely,

MT

Sir Austin Pearce, C,B.E,




Brooklands Road

® British Aerospace Weybridgo

PUBLIC LIMITED COMPANY Surrey KT13 0SJ
Telephone: Weybridge (0932) 45522
From the Chairman, Telegrams: Britair Weybridge
SIR AUSTIN PEARCE, CBE Telex: 27111

The Rt Hon Margaret Thatcher, MP.,

Prime Minister, AL
10 Downing Street,
London SW1. 9th January 1981.

%Q_‘v g'r)ﬂ e Mgt

I thought you would be interested to know that we have
just completed a contract with Zimbabwe for eight Hawk
aircraft. The contract package included the supply of two
Canberras and four Hunters which were provided by the Royal
Air Force at some considerable inconvenience to the Air
Staff and the Air Force Department who have shown us very
great assistance and consideration over the long period of
negotiation.

I also wanted you to know how very grateful we are for
all the help we have received both from the Royal Air Force
and Defence Sales in bringing about this contract which is
so important to us and which we hope to extend in due course
to twenty aircraft.

Yours sincerely,

Registered in England & Wales No, 1470151 Registered Office: 100 Pall Mall London SW1Y SHR
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7 January 1881

I enclose a letter to the Prime
Minister from Air Operations Limited.
The company claim that MOD will not allow
them to receive the 1980 Brtitish Defence
Lguppment Catagogue.

The company's ecase for obtaining the
Catalogue, as set out in their letter,
seems entirely plausible, If there is an
issue of cutting down on free distribution,
presumably a charge could be introduced in
cases such as this.

I should be grateful if you would let
me have a draft Private Secretary reply by
22 January.

M A PATTISON

D. T. Piper, Esq.,
Ministry of Defence.




7 January 1981

Thank you for your letter d&f
6 January about your problems with MOD
over the 1980 British Defence Equipment
Catalogue.

Your letter is receiving attention

and a reply will be sent to you as soon
as possible.

M A PATTISON

J. C. Welsh, Esq.




Telephone: 01-272 1519
Telex: \

Telegrams: ‘AIROPS’
RANIONSENE=
M\ | /-

1[1=]|D) 4ssHORNsEYROAD OurRef:  3cu/pe
LONDON N19 4EF
ENGLAND Your Ref:

The PPS to the Prime Minister Date D60IBI
10 Downing Street

LONDON £ A Asun 2y vekuned

A MR reg\

SuWI, 5

.}j’r 2|2

. m;}}/
Dear Sir,l
I am writing to you in the hope that you can bring to the attention of the
Prime Minister the fact that we are a company trading in military equipment
and that the Ministry of Defence have refused to allow me to receive the
1980 British Defence Egquipment Catalogue. I have received this publication

every year since 1973,

The reason that they have given me is that I intend to use the BDEC solely
as a work of reference, but as far as I am aware this is what everyone uses
it for and the very reason it is printed and circulated to foreign. embassies

so that people may use it as a reference,

Should the Prime Minister decide that I cannot be allowed to receive this
publication to help me in my business, then there cannot be any complaint
if I decide to have my system made and sold by a foreign organisation with
the loss of possible jobs + revenue that this could mean to this country.

For some reason I cannot understend, the Ministry of Defence resent the fact
that I have been able to put my remote airstrip system together without any
reference or help from them, and I can only interpret their attitude as the
attitude of the Government, and for this reason I am writing to the Prime
Minister?s office, as a voting Conservative, for official comment, as the
Prime Minister has stated that she is doing all she can to encourage exports

of British military equipment.
I look forward to your earliest convenient reply,

Yours faithfully,
AIR WPERATIONS LIMITED.

JC Welsh,™
Managing Director, ENC/ MOD correspondence
I X MEDE 'BO Information Sheet,

Registered Office: 39 Fawcett Road, Southsea, Hants, PO4 0BZ. Portsmouth 28013 Registered in England 1518338
Directors JC Welsh(Managing)
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-R&3X 218 2111/3
MO 14/19 23rd December 1980

(Mt Cos tnn,

bIF 2 Yt
AT w0 onay/

-

éw T M”‘/M

The Defence Secretary has seen your letters of 22nd December
to Brian Norbury and to Paul Lever on Defence Sales, He has asked
me to reply straightaway.

You listed a number of points arising from the Prime Minister's
discussions yesterday with Sir Austin Pearce; Mr Pym's comments
follow seriatim. First, Mr Pym wholeheartedly endorses the view
that there must be more involvement of Government and of private
industry - as part of the effort to win more defence sales orders.
This was one of the points made in his paper on defence sales
(oD(80)70) which was endorsed at OD(80)25th meeting. To this end
he hopes to take with him (your point B) when he visits a number
of Gulf states, including the UAE, next month a small group of
senior business men including a top level representative of British
Aerospace. Ministers of other departments have, when appropriate,
taken business men with them on overseas visits to promote exports
of all kinds, including defence sales, and Mr Pym hopes that this
practice will continue to be extended (though he recognises that
not all visits would lend themselves to such arrangements).

He fully agrees that in promoting defence sales (your point C)
there should be closer co-ordination between the MOD, the FCO and
companies., He hopes that the Ministerial impetus given to defence
sales will act as a spur to officials and industry to make greater
efforts., He sees the establishment of a Ministerial working group
aimed at cutting through impediments to defence sales, both within
the MOD and also in Whitehall, as a major contribution to this
objective., He agrees that intractable difficulties should be referred
to the Prime Minister (your paragraph E) through OD or EX Committees,
but he would hope that the machinery aimed at securing such matters
and now in being would keep these cases to a minimum.

M 0'D B Alexander Esq 1

CONFIDENTIAL
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We will make the necessary arrangements for the Prime Minister
to receive a report on major defence sales contracts for which we
are competing (your paragraph D) and regular reports thereafter.

Finally, you mentioned the "quality of the Military Attache
Establishment"; the Defence Secretary sets great store by ensuring
that the quality of our Service Attache representation is of the
highest possible standard. It is clearly stated in the terms of
reference of each Defence Attache that, in addition to reporting
on defence policy and defence intelligence matters relating to the
country to which he is accredited, he should also provide local
advice to British Companies seeking to sell defence equipment,
and also to report back to London any military or commercial information
which might be used to this end. Mr Pym believes that HM Ambassadors
and British High Commissioners can - and do - play important roles
in securing defence sales contracts.

In respect of the UAE, I understand that the Prime Minister has
already been informed by the FCO of the delay in the despatch of
the team of Abu Dhabi (to which you referred in the penultimate

paragraph of your letter to Paul Lever) until the return of
Shaikh Khalifa to Abu Dhabi. We or the FCO will keep you posted of
further developments.

You also mention the question of training; I have written to
you separately today.

I am copying this letter to Paul Lever (FCO), John Wiggins
(Treasury), Stuart Hampson (Department of Trade) and David Wright
(Cabinet Office),

(D B OMAND) _

2
CONFIDENTTAL
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10 DOWNING STREET

From the Private Secretary 22 December,1980

e

2

Defence Sales

As you know Mr Austin Pearce and Sir Freddie Page of British
Aerospace called on the Prime Minister this afternoon to discuss
our defence sales effort in the Gulf. The Minister of State at the
Ministry of Defence and Sir Frank Cooper were also present,

The Prime Minister said that she was deeply concerned about
the prospect that we might lose the order for 18 Hawks for which
we were competing with the French in Abu Dhabi. She had already
criticised the effort being made by the Foreign and Commonwealth
Office and the Ministry of Defence. However she had to say frankly
that the salesmanship of British Aerospace in-the area had been
subject to criticism which was, in her view, justifiable. British
Aerospace salesmanship was nothing like as dynamic as that of the
French. We had a better product but seemed incapable of selling it.
The Prime Minister said that she had assumed that a major effort
would be made to compensate for the failure to sell Hawk in Egypt:
after all a second failure would be extremely damaging. But
nothing much seemed to be happening. She was also dissatisfied with
the degree of collaboration between the various organisations,
governmental and private, involved. _

Mr Pearce said that the Prime Minister's criticism of the British
Aerospace sales team in the Gulf was justified. Efforts were being
made to do something about it. But this would take time. He also
agreed about the failures of co-ordination. A tight organisation
was needed. It did not exist at present. Nonetheless Mr Pearce,
who seemed to have only learnt about the potential sale of Hawk
to Abu Dhabi very recently, defended the effort being made by his
company worldwide. He instanced the successful turn-round of the
negotiations with the Indians on Jaguar: the prospects of selling the
748 to Egypt; and the very large contracts which were coming up
for renewal with Saudi Arabia. Sir Freddie Page said that British
Aerospace had doubled its orderbook in the last four years. In
the ensuing’ discussion it was agreed that:-

/(a)

CONFIDENTIAL




There was a need for a much greater degree of
top-level involvement, both governmental and private,
in the effort to land contracts, To this end

Ministers should be prepared to take businessmen,
notably those involved with defence sales, in their
party on trips overseas;

arrangements should be made to ensure a much closer
degree of co-ordination between the Ministry of Defence, the
Foreign and Commonwealth Office and companies;

the Prime Minister should receive regularly a list of

all major contracts for which we were competing in the
defence sales area together with an indication of the
position reached and the degree of ministerial involvement;

(e) when major difficulties arose they should be referred to
the Prime Minister;

(f) the quality of the Military Attache establishment
worldwide should be looked at closely.

As regards the Abu Dhabi contract, the Prime Minister said that
we should be prepared to offer whatever was necessary on the
training side. We should be prepared to offer more than £1 million
worth of training. She was not prepared to accept that we should
put at risk a £75 million contract for the sake of "a couple of million"
She told Mr Pearce that she had made it plain to the Ministry of
Defence and to the Treasury that they should not make difficulties
about this,

I am sending copies of this letter to Paul Lever (Foreign
and Commonwealth Office), John Wiggins (HM Treasury), Stuart
Hampson (Department of Trade), and David Wright (Cabinet Office).

YW- ';’vtwlt'/mAT
[l s

B Norbury, Esq
Ministry of Defence
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10 DOWNING STREET

From the Principal Private Seéretary 22 December 1980

Vv Baes

DEFENCE SALES

The Prime Minister has been reflecting further on the question
of defence sales since the meeting of the Defence and Overseas Policy
Committee on 3 December. :

g She believes that the Committee's decision should help us to
stimulate defence sales. In particular, we can look for benefits from
Mr. Pym's proposal to set up an in-house working group under one of
his Ministers, with an inter-departmental group as well, to give more
impetus to sales and to resolve conflicting views.

3. The Prime Minister is sure that we can look to these groups for
suggestions for improvements to our policies and procedures in several
fields. Nonetheless, she remains concerned about the organisation and
arrangements on which Ministers must inevitably depend from day to day
to make their efforts in these fields effective. She is thinking of

organisational and procedural arrangements for policy-
making including Ministerial involvement at home and
abroad;

the roles of Government and of industry in marketing
and selling defence products, including the question
whether industry can play a greater part in sponsoring
overseas sales;

the types of staff and of motivation needed within
Government in support of our sales effort;

. whether in formulating operational requirements and
equipment projects sufficient account is taken of the
need to ensure that equipments have the potential for
overseas sale, including the question whether specifi-
cations are too perfectionist.

4, The Prime Minister's view is that Ministers would be greatly
assisted by an early scrutiny of such matters. She would be grateful
if your Secretary of State would arrange for this to be done early in
your scrutiny programme for next year and in consultation with

Sir Derek Rayner, whom she is asking to make himself available to

Mr. Pym for this purpose.

/In so far as

CONFIDENTIAL
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5. In so far as the matters mentioned in paragraph 3 above are
affected or influenced by the policy and other arrangements of other
Departments, she would like to see the scrutiny cover them as necessary.
The Prime Minister is sure that the Ministers concerned will give the
official conducting the scrutiny the assistance he needs.

6. I should make it clear that in suggesting this scrutiny, the Prime
Minister would expect its main purpose to be improving the effective-
ness of organisation and operations, rather than the search for economy
although that would not be ruled out, of course.

T The Prime Minister wishes to be kept in touch with progress. She
intends that her own overseas visits should be used to assist defence

sales.,

8. I am copying this letter to the Private Secretaries to other
members of DOP and to Sir Robert Armstrong and Sir Derek Rayner.

Jo we,

B.M. Norbury, Esq.,
Ministry of Defence.

CCNFIDENTIAL
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PRIME MINISTER

DEFENCE SALES

1. At your reception on 3 December you asked me to
supply you with a draft minute to the Secretary of State
for Defence. e

2. My visit to Japan has somewhat delayed a submission.
I am sorry for this. But the interval has enabled my office
to take informal soundings in the Ministry of Defence, the
Department of Industry and the Treasury, which I have found
helpful in submitting a draft (attached).

3. In case you would like me to associate myself with
this scrutiny on your behalf, I have included that point
in para. 4 of the draft.

19 December 1980

Enc: Draft minute to the Rt Hon Francis Pym MC MP
dy -
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DRAFT OF 19 DECEMBER 1980
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DEFENCE SALES

A s Mandis b Bo ot ) e vl

1 % have been reflectingfon this ﬁ??ﬁé?\sincq_jpe

meeting of the Defence and Overseas Policy Committee
-meedine on 3 December.

2 |The Committee's decisions should help us to

stimulate Defence Sales. In particular, we can look
. W [qe's
for benefits from gaufwﬂmspwelaeme proposal to set up

an in-house working group under one of yk&& Ministers,

with an inter-departmental group as well, to give more

impetus to sales and to resolve conflicting views.

Bov (e’ Pt B S U n oy
3. Je maii}ook to these groups for suggestions for

i ] A e,
improvements to our policies and procedures in several

Nowshraton, | i) Hh_ififlgigfb&*"l remaim concerned about the organisation

and arrangements on which Ministers must inevitably depend

from déy to day to make their efforts in these fields
L
effective. £ am thinking of

pu——

- organisational and procedural arrangements

for policy-making including Ministerial

involvement at home and abroad;
A —————

the roles of Government and of industry

in marketing and sélling defence products,

including the question whether industry

1
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can play a greater part in sponsoring

overseas sales;

the types of staff and of motivation ngeded

within Government in support of our sales
effort;

whether in formulating operational require-
ments and equipment projects sufficient
account is taken of the need to ensure that
equipments have the potential for overseas
sale, including the question whether specific-
ations are too perfectionist.

4, My—feeling/is that Ministers would be greatly

N il
assisted by an early scrutiny of such matters. <—should
Al Dy ot ooty ANER
be grateful if yeu[would arrange DHr this to be done early

in your scrutiny programme for next year and in consult-
ation with Sir Derek Bayner, whomr}—aﬁ asking to make
himself available to ;a% for this purpose.

e
Se In so far as the matters mentioned in paré},S above

are affected or influenced by the pollcy and other
arrangements of other Departments, -Z shauld like to see _

i"“-("""" M—..r\p-d - e
the scrutlny cover them as necessery. LThe Minis ters
s ot Ul .«-.a-vE\»-I
concerned we&b&r%Eiﬂ&fnnfm give yeaf—examrnrmg1ﬁﬁﬁﬂer-

the assistance he or=she needs.
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6. I should make it clear that in suggesting this

w~+mm

scrutiny, ﬁﬁﬁIﬁ_Eiﬁrbt its main purpose to be improving
the effectiveness of organisation and operations, rather
than the search for economy although that would not be

ruled o%jh of course. Yo
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MINISTRY OF DEFENCE

MAIN BUILDING WHITEHALL LONDON SWI1A 2HB
ol

Telephone 01-218 .= .. (Direct Dialling)

01-218 9000 (Switchboard)

17th December 1980

{\/v( ooy FEVTEVE

b P i i
S S P e—n ko St
DEFENCE SALES 1’ Gwan Wt W danarh
N A i
The Defence Secretary has already mentioned
to the Prime Minister a number of recent Defence
Sales successes. You may find it convenient to.
refer to the attached note. Since Mr Pym spoke
to the Prime Minister, we have heard about the
Zimbabwe Government's intention to purchase
Hawk (and other aircraft), and I have therefore
included this in the attached.

MO 26/9/1

I am copying this letter with its attachment
to the Private Secretaries to the other members
of OD, to Ian Ellison (DOI) and to David Wright
(Cabinet Office).

el

(J D S DAWSON)

M 0'D B Alexander Esq
CONFIDENTIAL




A contract to supply 100 Rapier Blindfire units to
Switzerland was signed in Berne this morning; value in
excess of £200M,

The US Administration's decision to buy 32 Rapier
Blindfire units for defence of USAF bases in the UK was
finally endorsed by Congress last week in appropriating
#90M in the FY 81 budget for this purpose. This is g40M
higher than initially expected. Negotiations have now
started in earnest with the USAF/Department of Defense to
enable a contract to be placed early in 1981, Also, we
have been asked to examine the implications of increasing
the buy to 46 units,

The Saudi National Guard informed our Defence Sales
representative in Riyadh last week that the SANGMED contract
would be awarded jointly to UK and France. The initial
value to UK will be £100M-£150M for 18-24 months' work;
potential value is more than £500M.

A contract to the value of £125M for the supply of

Army equipment to Morocco has been approved by the King. We
expect that it will be signed wmm,
due this week. The package includes 36 FH70s and is the first
sale of this gun outside the consortium,

Three contracts have been approved in Nigeria and await
signature, These are for the supply of 45 Vickers tanks
(£53M), 10 Medium Girder Bridges (£6-7M), and 10 Field Artillery
Computer Equipment (£3.5M).

The Zimbabwe Government have formally accepted an aircraft
package deal from BAe, which includes the supply of 8 new Hawk
aircraft, 5 surplus Hunters and 2 surplus Canberras. BAe

expect to sign a contract, worth about £35M, before the end
of this year.




MR WHITMORE

The Prime Minister asked Derek Rayner last week to let her
have a draft letter to Mr. Pym commissioning a scrutiny on defence
sales.

My first reaction was to doubt whether the scrutiny approach
would be wuseful in this field. The most successful scrutinies
have been devoted to management questions and it seems to me that
any work on defence sales runs very quickly into policy issues.
The one advantage of the scrutiny approach is that it is rather
less public than any more formal enquiry.

Clive Priestley tells me that he has had a chance to discuss
this with Frank Cooper, who appeared interested. His thinking was
that it would need to be handled at Under Secretary level, probably
with an outside management consultant involved. Priestley's
impression was that Cooper saw it as a potential contribution to
his efforts to breakdown some of the barriers created by the three-
service structure.

Derek Rayner will need to look at this before there is any
formal submission to the Prime Minister. Do you think that the
approach suggested here is on the right lines.
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Mr PM

DEFENCE SALES

1 I understand that at her reception last Wednesday
evening, the Prime Minister asked Sir Derek Rayner to let

her have a draft letter to the SS/Defence on the importance
of Defence Sales.

2o Sir DR was unable to complete the ground work on this
to his satisfaction before leaving for Japan at the end of
last week. He has_ therefore asked me to let you know that
the ground work will continue during his absence and that he
hopﬁs to make a submission to the Prime Minister early next
week.

3. I should add that I am aware of the recent discussion
of this issue_ by the OD Committee under the Prime Minister's
chairmanship last Wednesday morning.

<:7?

C PRIESTLEY
9 December 1980

4
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DRAFT OF 9 DECEMBER 1980

CONFIDENTIAL

SECRETARY OF STATE FOR DEFENCE

DEFENCE SALES

1 I have been reflecting on this further since the meeting of
the Defence and Oversea Policy Committee meeting on 3 December.

2 The Committee's decisions should help us to stimulate Defence
Sales. In particular, we can look for benefits from your own welcome
proposal to set up a working group under one of your Ministers to give
more impetus to sales and to resolve conflicting views and to extend

this group as necessary to act as an inter-departmental task force.

3 However, I remain concerned about certain arrangements on which
Ministers must inevitably depend from day to day and which may con-
ceivably diminish the effectiveness of their efforts and about certain
related issues. These are:
- organisational and prbceduial arrangements for policy-making,
including Ministerial involvement at home and abroad:

project and production control arrangements;

whether military requirements are too perfectionist and
whether sufficient account is taken of the need for Defence
Sales;

whether the way in which Defence Sales is run is sufficiently

motivating for those working in the Sales organisation and in
the rest of the Minist§y of Defence; and

)
whether the influence/and relationships with industry at the
working and other levels are well enough adjusted to a vigorous

Defence Sales policy.




4. My feeling is that Ministers would be greatly assisted by an
early scrutiny of these matters. I should be grateful if you would
arrange of this to be done early in your scrutiny programme for

next year and in consultation with Sir Derek Rayner, whom I am
asking to make himself available to you for this purpose.

) In so far as the matters mentioned in para 3 zbove are affected

or influenced by the policy and other arrangements of other Departments,
I should like to see the scrutiny cover them as necessary.

The Ministers concerned would, I am sure, give your examining officer
the assistance he or she needs.

) I should make it clear that in suggesting this scrutiny,

I would expect its main purpose to be improving the effectiveness
of organisation and operations, rather than the search for economy
although that would not be ruled out, of course.

7 I am copying this to other members of the Committee and to
Sir Robert Armstrong and to Sir Derek Rayner.
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Defence Sales
(oD(80) 70, 71 and 73)

BACKGROUND

This Note by the Secretary of State for Defence has been circulated in
response to your requestfollowing your speech at the Flying Display dinner on
3rd September about the need to increase defence sales. In particular you
wanted to know what could be done to reconcile more effectively than hitherto
the requirements of our own Services for equipment with the simpler needs of
many of our potential customers, in order to make our weapons more attractive
in overseas markets,

2, The Note by the Chancellor of the Exchequer emphasises a point made
in the Secretary of State for Defence's Note about the need to enhance the export
potential of United Kingdom defence equipment by thinking more carefully about
this factor when deciding our own operational requirements.

3. The Secretary of State for Industry's Note welcomes the proposals in

the Secretary of State for Defence's Note but doubts if they are sufficiently

radical to achieve the objectives of making defence sales a major contributor

to the export efforts of our high technology industries. He suggests in

particular more defence sales-related Ministerial visits, more financial

support for defence sales, more consideration of export potential in selecting
our own defence equipment, 'token' purchases of defence equipment by the
armed services to show confidence in United Kingdom manufacturers, and the

linkage of defence sales with an undertaking to provide British oil at commercial

prices in times of shortage. The Secretary of State for Energy will probably
e,

Jee=

be writing to suggest that this last point should be considered by the Ministerial
Committee on Exports rather than by OD as it links up with wider oil export

questions. He did not wish to come to the OD meeting,

4. Mpr, Ibbs in his minute of 28th November has drawn your attention to the

inadequate sales return on MOD R & D. He will be present at the meeting.

-.l.-
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5. The Secretary of State for Defence's Note does not give very much in the

way of facts and figures. I therefore attach to this brief two Annexes which

set out our achievements in defence sales over the last three years at constant
prices by geographical areas and by the main categories of equipment. One of

the facts which emerges from Annex B is the very hard knock which our defence

—

sales have taken from the loss of the Iranian market since 1977/78. Over the

‘same period our defence sales to Egypt, which were financed largely by Saudi
Arabia, have also tailed away following the Camp David negotiations. Before
these two markets diminished our defence sales were doing significantly better
than those of the French; and our defence salesmen still regard the Middle
East as their most promising field.

6. A factor which the Secretary of State for Defence does not mention in his

Note is the organisation for Defence Sales within the Ministry of Defence. This

consists of three main elements: the Defence Sales Organisation itself, which

is an integral part of the Ministry of Defence; the Royal Ordnance Factories,

which do a certain amount of direct selling to customers themselves and would
like to do more so that they could retain all the profits for their Trading Fund;

and lnterna.t:.ona.l Military Sales, a limited liability company entirely owned by

the Secretary of State for Defence, which seeks to operate as a commercial
organisation but has rather a troubled relationship with the Royal Ordnance
Factories, the Defence Sales Organisation and the Ministry of Defence in
general. Part of the reason for the French success in the defence sales field,

as is clearly illustrated in the story of how they sold their Alphajet to Egypt of

which the Secretary of State for Defence sent you a description attached to his

minute of 25th November, lies in the fact that they have developed a more
R PSS i)

successful selling organisation than we have got at present.

T In his reference to foreign policy constraints, th_e—Secretary of State for
Defence ignores one real difficulty which besets a country like Britain which
lacks a bipartisan attitude to defence sales. Defence orders tend to have long
lead-times (and to depend on continuity of supply e.g. for spares and ammunitim

and some of our potential customers are bound to ask themselves whether they

e
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could trust us not to cancel export orders if Labour returned to power. This
may suggest that our main sales effort should be concentrated on the

comparatively stable anddemocratic countries of the Western world.

8. But sales to the Western world, and particularly to NATO, depend on

. B ——
progress towards standardisation. To the extent that we each try to make

P

everything there will be fewer export openings for any of us. Collaborative
projects may sometimes be the answer, but not if they serve to push up the
cost of equipment through attempts to incorporate the separate requirements
of each country involved, Specialisation may be another answer, but will not
be popular with the Ministry om;l'ce - who are for example at present

working out what tank we want for the 1990s and would not take kindly any

suggestion that we should simply buy whatever the Germans produce, even
though the two armies are designed to fight the same war on the same battle~
field.

9. This reinforces the general point in your September speech, that

behind the problem of defence sales policy there lies a much larger problem

e ——
of defence procurement policy. The present meeting will not offer scope for

examining the larger problem in depth. But it may usefully provide openings
for ensuring that it is at least identified.
HANDLING

10. You will wish to ask the Secretary of State for Defence to introduce

his paper. You may then care to ask the Chancellor of the Exchequer to

introduce his Note which will concentrate attention on the factor identified at
paragraph 2e of the Secretary of State for Defence's Note about the export
potential of Service equipment. You may then care to ask the Secretary of

State for Industry to introduce his paper. Points to cover in subsequent

discussion are:-

(a) Does the Secretary of State for Defence consider that we have got a

sufficiently effective defence sales organisation and long term

marketing strategy both in terms of geographical areas and in terms
—

of the equipments which will constitute the major defence sales in the

&3
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future? Inevitably there is an element of opportunism in this field
but particularly if operational requirements are going to be slanted
more towards export potential, do we give sufficient thought to the
nature and whereabouts of our future defence sales markets?

(b) Does the Secretary of State for Defence agree that defence sales would

benefit from more ''fixed price' or incentive rather than '"cost plus"
pam————

My
contracts as the Chancellor of the Exchequer suggests?

(c) Do the Secretary of State for Defence and the Foreipgn and Commonwealth

Secretary agree that a more carefully planned programme of
Ministerial visits (paragraph 4 of the Secretary of State for Industry's
Note) would help to suggest defence sales e.g. in the case of Rapier
in Japan?

(d) Does the Secretary of State for Defence consider that the financial

benefits to be obtained justify the Secretary of State for Industry's
suggestion in paragraphs 5 and 7 of his Note that a study should be
made of whether the Defence Budget should in effect subsidise defence
sales by waiving the Commercial Exploitation Levy, and associated
levy on Royal Ordnance Factories, and making token purchases of
unwanted United Kingdom defence equipment to provide support for
British manufacturers?

(e) Do the Secretary of State for Defence and the Foreign and Commonwealth

Secretary consider it possible to reconcile the desirable aims of

increased cdlaboration with our NATO pariners in order to achieve

cheaper and more standardised equipment, with the limitation on our
freedom to achieve defence sales which appear to flow from collabora-
tion? Does specialisation as recently suggested to you by Chancellor
Schmidt (all tanks to be made in Germany, all fighters in Britain)
offer a more hopeful route than collaborative ventures ?

(f) Does the Foreign and Commonwealth Secretary agree with the Secretary

of State for Defence's suggestion that defence sales suffer from foreign

—

=== policy constraints? Should defence sales endeavours be more

frequently and directly supported by Ministerial visits abroad?
o s
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Does the Foreign and Commonwealth Secretary believe there is scope

for relaxing security constraints such as COCOM rules in order to
assist defence sales overseas?

Does the Secretary of State for Industry agree with the Secretary of

State for Defence's assessment of industrial attitudes in regard to
defence sales? Does industry feel that the Ministry of Defence's
procurement procedures are a genuine obstacle or is this merely an
excuse?

Does the Secretary of State for Industry agree that there is scope for

closer collaboration with industry at the start of the design stage of a
project?
Does the Secretary of State for Industry agree that (subject to what the

Secretary of State for Energy says in his expected letter) the question
of relating British oil to defence sales should be considered by the

Ministerial Committee on Exports?

Does the Secretary of State for Trade agree that in the field of defence

sales overseas the Chancellor of the Exchequer is right in saying that
the problem of producing and selling the right goods at the right price
is mainly for industry? He may take the view that in many parts of
the world major defence sales can only be achieved on a government

to government basis,

(1) Do the Secretary of State for Trade and the Chancellor of the Exchequer

agree that there is scope for improving the credit arrangements for
defence sales, to allow our salesmen to take more initiatives rather
than trailing the competition?
CONCLUSION
11, Subject to the discussion the Committee might be guided:-
(i) to note the work already in hand which is described in the
Secretary of State for Defence's Note;
(ii) to agree the further steps proposed in paragraphs 8 and 9
of the Secretary of State for Defence's paper;

~5m
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to agree the Secretary of State for Defence's proposals to

give greater Ministerial impetus to sales set out in

paragraphs 3 and 10 of his Note;

subject to the Secretary of State for Defence's views, to invite
him to consider the scope for modifying specifications and
procurement procedures and the form of contract as proposed
by the Chancellor of the Exchequer in OD(80) 71;

to agree that the Secretary of State for Industry, the Chancellor
of the Exchequer and the Secretary of State for Defence should
discuss whether and how defence sales might be stimulated by a
relaxation of current financial constraints;

to agree that the support of defence sales should be one of the
primary aims of Ministerial visits overseas, and to invite the
Secretary of State for Defence to propose procedures for achieving

this aim;

to agree that the merits of establishing a link between oil exports

and defence sales should be considered by the Ministerial
Committee on Exports;
to identify defence procurement policy as a major field for

further Ministerial examination.

(Robert Armstrong)

2nd December 1980

CONFIDENTIAL




Gl T 1Y
s

T R S

e T

a4 UT

e

*0g6l JFO xejaunbh pug

JutuTelqo S80TId je Jeak Bj SUTIND POATSOdX SISPIO MOYS SaIndrTy aAoqe oyl

i

6598

92

1

¢z

coL

105

-

il =

‘go¢

¢goe

696

b bgEL

UL

hh

€9

€9

co2

0Eh

he

89

L

69LL

‘8

SCCE T, % gng

i

Sy

.mw

44

€Le

LLd

gh

‘lio3e | lar

| <ONTHZENT
TYION ' NOI IonMI

: DSTH

-

AGT] INFY|
ONT|

NOO! ~-dInda

§ hqioHnmo

uvavy
3
OoIavy

NOILIHN
=Y

SETTISSIN

ity
SMO VM |
aaaIng |
,_

233 SHyv
TIVHS
3 SNO

JAVHD
~UIAOH
(ATONT

SITHSHYM

I1INg
KTHINION |
JJVOUTY |
RMVIITIH

LIVYOHIV
LYEHOD

=NON

X8VIITINH

LIVOHIY
LVEWOD

, SdAL X8 W3 NI STIVS HONAIIC HOLYM

S————

878107
om\mwme

64/8L6L

QL/LL6L




_. . *086L Jo xajaenb pug.-..
oua ut Fururesqo ssO0TxXd 3B Jeaf ayj FuTanp PIATIOaI SIIPIC MOUS SaandTy aaoq® aYyj,

’

6696 £getL QAL ) ap ety et g9 awiog

A LgL 08/6L61

22 s . 249 ) 6L/8L6L

¢¢ . L L igen e 22 QU/LLG:

: ISYT | STIVINNOD NYIAATHYD NOI¥AY |.STIYINNOD NVOIHLY N _ SITHINNOD NITISAM
dvd NV VISY | B VOIUEMV NILVI | NVHVIVS-H0S B ISVI FIACINW HAHIO B 0IvN

|

SATIVS JONHAET HOLVM




01 211 6402

The Rt Hon Sir Keith Joseph Bt MP
Secretary of State
for Industry
Ashdown House
123 Victoria Street

LONDON
SW1E 6RB < December 1980

/)

& A7 1 ¢ ;ﬂf
=

I have read with interest your note on defence sales
(0D(80)73) and noted the suggestion in paragraph 8 that
British o0il be used to assist arms sales.

EX on Thursday will be considering, amongst other matters,
the possible use of our oil to promote exports. We have
very little oil surplus to our own security requirements.
Use of any surplus for trade promotion therefore requires
careful co-ordination. You may feel this co-ordination is
best achieved through EX and that it would be proper for
that Committee to consider your note.

I am sending & copy of this letter to our colleagues in EX
and 0D.and to Sir Robert Armstrong.

D A R HOWELL
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J R IBBS
Defence Sales

The Defence and Oversea Policy Committee is due to discuss defence
sales on 3 December. The Prime Minister may like to be aware that the

CPRS has been concerned for some time over the insufficient return in defence

export sales in relation to the high proportion of Government-financed

research and deveihpment which is devoted to defence. I therefore strongly
support the emphasis in the Defence Secretary's note (0D(80)70) on the

importance of giving full weight to sales considerations when taking

decisions on the defence equipment programme and welcome the positive

moves to achieve this.

2, The study, through the National Defence Industries Council, with
particular emphasis on what can be done to make our defence equipment more

exportable is obviously important. But getting the right procurement

decisions is only part of the battle. British defence industries, with

some exceptions, also need to be prodded into making more of an overseas

marketing effort themselves rather than rely on high price, low volume

sales in this country.

e ——— e,
3 I am sending a copy of this minute to Sir Robert Armstrong.

A

28 November 1980 v
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MINISTRY OF DEFENCE !
MAIN BUILDING WHITEHALL LONDON SW1  Azuy

Telephone 01-SRKORAK 218 211 1/ 3 Lo

MO 20/9/1/1 20th October 1980

Yow Clowe

NEW STATESMAN ARTICLE ON IMS LTD

I reported in my letter of 17th October the assurances we
had received from IMS about the legality of their action
following the accusations in the New Statesman. We agreed
that I would let you have a note on the allegations themselves,
principally that IMS have '"cooked the Accounts" in order to
present a misleading impression of their financial status, and
that IMS have, with the agreement of the Ministry of Defence,
indulged in bribery.

The position on the Accounts is that 1979 was the first
year in which IMS felt the full loss of Iranian business which
was reflected in a reduction in turnover fTrom £245M in 1978 to
£38M in 1979. It is not surprising that with this loss of
blsiness the draft accounts showed a small trading loss of some
half a million pounds. However, this was more than offset by
interest of about £7M earned on deposits held and it was decided
by the Board of Directors, with the concurrence of the Auditors,
that this was best shown as a positive net entry of £6,556,000
profit before tax. This was consistent with the presentation
for 1978 which showed a net loss of £12,440,000 (the latter
entry was however supplemented by sub-entries which showed,
inter alia, interest receivable on depositions). It was decided
this year by the IMS Board that it was presentationally
preferable to show a single clear figure in the body of the
accounts with certain necessary sub-entries relegated to the
Notes to the account. We are satisfied that this was not with
the intention, as claimed by the New Statesman, of misleading
MPs and the public and we understand that IMS have been assured
by their auditors that there was nothing improper in this method
of presentation.

C A Whitmore Esq
CONFIDENTIAL
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The accusations that IMS have, with the agreement of the
Ministry of Defence, indulged in bribery rests on the evidence
of the cheque that was paid to an Account in a Swiss bank,

The payment was part of a fee that was paid on the sale of
Chieftain tanks to Kuwait (the contract was signed in 1975).
It was to a Company which represents IMS in a number of
countries in the Gulf. The fee was 3%% which by Middle East
standards is very low and well within the guidelines. It is
emphasised that the payment was to a legitimate Company and that
it can in no sense be described as a bribe. The payment was
made into a Swiss bank account at the request of the Kuwaiti
Company. There is nothing unusual in this, nor is there
anything sinister in the fact that it was paid into a Swiss
Account.

IMS work to very clear guidelines (copy at Annex A) on
the employment of agents and the payment of commission. These
guidelines were issued by our Accounting Officer to the Head of
Defence Sales in 1977. You will see from the fir$ e o
pATagrapi #—that—IMS (then called Millbank Technical Services)
ﬁre fequired to observe these principles when acting on our
ehalf.

As to the other allegations in the article:

a. there is reference to the financial situation
on the Iranian tank deal. You will recall that this
was relevant to_the pricing of the sale of tanks to

) #Jordan was under consideration (my Secretary of State's
minute of 31st July last year to the Prime Minister).
Briefly the legal opinion is that because the Iranians
repudiated the contract any equipment manufactured
under that contract and not delivered to Iran belongs
to HMG. We still have to negotiate a settlement with
the Iranians but it is likely that the Iranians will
receive very little if anything as a refund from their
advance payments;

b. the article states that the Public Accounts
Committee discovered that the MOD was losing on its
weapon sales because we did not make sure that our
customers paid up. The true situation is that the
MOD does make a l'prc:f:i.t" on those defence sales that
pass through our Votes: although we have some bad

payers the amount involved is comparatively small
and almost all is eventually paid;

Ce reference is also made to a statement made by
Sir Lester Suffield a former HDS that MTS (i.e. the
fore runner of IMS) and the MOD had offered payments

2
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to Government officials on at least one occasion.
There was one occasion on which such a payment was
contemplated but it was never made because it came
within the definition of a bribe;

d. there is mention of Sir Shapoor Reporter. He
represented MTS and a number of British firms in

Iran. He did so openly and his commission of 1 to

157% was extremely modest by normal standards .8,

the French paid a 26% commission on the sale of

tanks to Saudi Arabia. Once again there was no
question of Dribery - to the best of our knowledge the
money went into the Pahlavi Foundation and not to any
Iranian officials;

e, there is also a reference to the Randel case.
Colonel Randel was convicted of accepting bribes
from Racal. The court fully acknowledged that there
was no MIS/IMS/Defence Sales involvement in this;

el mention is also made of an IMS deal with Saudi

Aragbia involving an Agent called Fustock (really

Fustuq). There has been no such deal.

R ]

A final comment is that there has been some selective
editing of various documents that have found their way to the
New Statesman for example a quotation is given from a letter
from IMS to the MOD written when the first draft accounts were
submitted. The article records that the letter states "it would
be appreciated if the information were not widely circulated
within the MOD". It omits the words that introduced this state-
ment namely "Pending approval of the IMS Directors". Thus the
false impression is given that there was something to hide.

I am copying this letter to Paul Lever (FCO), Stuart Hampson
(Department of Trade), Richard Prescott (Paymaster General's
Office) and to David Wright (Cabinet Officegm

J“"” R
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DIRECTIVE FROM PUS T0 HIs

The general principles of conduct for all public servants,
whether uniformed on civilian, are laid down in relevant manuals
(eg Qu-en's Regulations, NonuIndpstrial Civilian Staff Reguletions)
and apply to all MOD servants in whatever capacity they may be
employed. .

2.; In view of the current interest in the generéi subject of
special commissions and simil.v arrangements in relation to
commercial and business deals and tue importance of malntalnlng
strict standards in the Defence Sales field for which we are
publicly accountable, there is a need for some special guidance
which should be followed by Delence Sales Staff in this difficult
and sensitive area. It will be fon you to decide the details of
arrangements to be wmade wivhin this guidance, consulting me in
difficult or abnormel cases.

B'e Althoughvthere may ﬁell be political and strategic returns
from D-ftnce Sales the object 13 primerily to produce economic
benefits by improving the UK ‘balance of peymente, providing
employment and, where equlpment is used by the UK forces as well
88 being exported, by redveing the unit costs of such equipment
with benefit to the\?efence Budget. Against this background, staflf
of the befence.galea Organisation 2re %o take particular care to
obsexrve the foilowing principles: . ;

8¢ Public money is not to be used for illegal or improper

purposéa.

b, Officinls must not engage in, or encourage,.illegal or

improper actions; +this requirement covers -reletions
- with representatives of United Kingdom f;rms 88 well as

with nationals of aihen




_r,"

CONFIDERTIAL

¢. Defence Sales are to avoid 80 far as possible the direct

" employment of agents. If agents must be employed then:

(1) The agent should be reputable in the area in which he
'ia operating.
(2) The fee or commission paid to an agent should not in
' any case exceed the normal level fOﬂ.éhe area; .and
whera The fee or commission is 10 per cent or more,
or where, though 2% is less than 10 per cent, the total
payment would epp2ar excessive in relation to the
lawful and proper work which the agent undertakes in
the area in which he operates, the agent should not be

engaged without reference to TE

4. The same principles arc to be observed in febpecb of
nrzangementa made by Millback Technical Services when acting on
bchalf of MOD. Arrangements may also be necessary in the context
of Governaent~-to-Government deals where MOD is in a hack to-back
relationship with a United Kingdom firm. In suca cases staff of the
D50 should be genera 1ly guided, az eppropriate, by the principlies
set out in paragraph 3. Additionally, in those cases when the UK

firm seeks MOD authiority for a fee or comnisgion to be included in

the prlce, the DSO should obtain arsurances in writing from the UR

firm concerned that: ;
8. The agents to whom the peyuents are made are reputable
. ‘coqpadiéa or individuals,
be  The rirm regard the hgentsf Bervices as rroviding an
qdequata return for the payments which are made to them; and
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Cs * To the best of the firm's knowledge the appropriate
authorities in the customer Government accept the

position of tie agents in relation to the contract,

5. ~In all the aboyve what is "illegal" op "improper" will depend

in.the last »esort on the law and practice of the country or

countrieg concerned, and it is for the foreign government to

determine what are acceptable standevrds within its Jurisdiction.
But where thece standards are lcss restrictive than thoge applied
within the UR, any relaxation of UK standards should be applied by

us vith great caution,

FRANK COCPER
PUS

zAS:\br\
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PRIME MINISTER

New Statesman article on IMS Limited

The MOD have sent over the attached letter about the
allegations appearing in today's New Statesman about the
activities of International Military Services Limited, a
company which is wholly owned by the MOD,

Duncan Campbell's piece in the New Statesman is a long
one and I do not suggest that you read it. But the following
is the New Statesman's own summary of the article and this

————
sets out the main allegations:

Mrs. Thatcher has publicly endorsed the efforts of
Britain's arms salesmen, headed by the Ministry of
Defence's own company - International Military

Services Ltd. But IMS's business is bad, and prospects
poor.

Their business is failing. So IMS has doctored its

accounts to turn a £4 million loss into a €6 million
e ——— et

profit,

—————————

The Directors of IMS have probably broken the Companies
Acts. NG

They have acted in the arms business as a channel for

giving bribes or special 'commissions'.
e

As recently as January, a payment of £3 million was

made by IMS to a secret codenamed Swiss bank account.

If IMS makes a loss, the taxpayer pays up. Yet the
Ministry of Defence want more public money put into
loss-making arms dealing.

The company and the Ministry have hidden away £300

million of Iranian money which they don't intend to pay
back,

/ There are




The MOD letter does not say so, but Mr. Pym has set
in hand a full investigation into the allegations. He will
let you have a further report as soon as possible.

There are reports in today's newspapers that Mr. Joel Barnett
is going to propose to his colleagues on the PAC that they should
formally investigate the New Statesman's charges against IMS.

il

17 October 1980
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-230X7822 218 2111/3

MO 26/9/1/1 17th October 1980

Yows MicAaA |

My Secretary of State has asked me to let you have a note
straight away on the article in this week's New Statesman which
makes allegations against IMS Limited.

He wanted you to know that we have been assured by IMS
that they have npot acted illegally either in their way of doin
business or in their presentation of their ATCounts. We are
making this clear in answer to Press enquiries.

The article is based in part on documents which have been
leaked to the New Statesman. Investigations are under way but
there seems little doubt that someone in IMS was responsible
for putting the documents into the hands of the New Statesman.
The other parts of the article probably derive from evidence

given at the trial of Colonel Randel in 1978 and from various

reports of the Public Accounts Committee,

There are a number of statements in the article which are
actionable and the Legal Advisers of IMS and of their Auditors,
Prigg Waterhouse, are considering the position. Although IMS
would not™take action without the authority of my Secretary of
State we have no such control over their auditors, and if they
embark on legal action this will of course affect the amount of
publicity given to this whole matter. We are however taking
account of the possibility that the New Statesman might be
deliberately inviting such action for their own ends.

For the moment we are confining our comment to a statement

that the Company has not acted illegally and that there is
nothing sinister about the way the Accounts were presented.

M 0'D B Alexander Esq
CONFIDENTIAL
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I am copying this letter to Paul Lever (FCO), Stuart
Hampson (Department of Trade), Richard Prescott (Paymaster
General's Office) and to David Wright (Cabinet Office).

J‘“"" v
fora €10
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Briefing Ncte for WOD Press Office

The New Statesman story makes serious and inaccurate allegations
ageinst the INMS Company, its Auditors and several individuals.
The legel position is rnow under investigation and we cannot
therefore make any comments for the time being.

2 However I can say categorically that IMS Limited have assured
us that they have not acted illegally in the way they have gone
about their business and in particular the accounts of the Company
have been dealt with in accordance with the requirements of the
Companies Acts.

b bty e i A
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COMMERCIAL IN CONFIDENCE

INTERNATIONAL MILITARY SERVICES LTD (IMS)

1. The purpose of IMS is to support the Ministry of Defence

in every way possible to maximise the UK's defence exports and
associated services. The Company is in effect the Ministry of
Defence's commercial arm for defence exports.

A The Company is incorporated under the Companies Act as a
private limited company. It is wholly-owned by the MOD, with
the exception of one share which for legal reasons is held by
the Treasury Solicitor. The Board, appointments to which have
to be approved by the MOD, at present comprises a non-Executive
Chairman, a Chief Executive who is also Deputy Chairman, four
executive directors and two non-executive directors - one
former and recently retired executive director, the other,
drawn from industry, the Chairman of Rank Xerox. The Company
audited accounts are filed with the Registrar of Companies in
the usual way and copies are therefore available to the public,

3. IMS meets Government's need for an organisation that can
negotiate and discharge contracts with foreign governments for
the supply of defence equipment originating from both the Royal
Ordnance Factories and industry, arranging credit and export
insurance where required, and providing follow-up support
covering maintenance, overhaul, training and various forms of
assistance in the establishment of defence infrastructure
ranging from consultancy and project management to "turnkey"
contracting.

(1 Since its inception the performance of the company has been
successful in both financial and operational terms. It has
carried out 161 contracts in 23 countries. Its turnover and
profit before tax has increased respectively from £10M and £0.2M
in 1972, to £260M and £13M in 1978. This has been achieved
without any call on public funds,

COMMERCIAL IN CONFIDENCE




CONF IDENTIAL

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-R&¥mRx 218 2111/3

MO 26/9/1A 26th September 1980

A

Doy

I should confirm, in response to your letter of
10th September, that my Secretary of State will bring
forward a paper to OD suggesting what steps might be
taken to increase British exports of defence equipment;
he aims to do this next month.

DEFENCE SALES

I am sending copies of this letter to John Wiggins
(Treasury), Ian Ellison (Department of Industry) and
Stephen Gomersall (FCO) whose Departments will be consulted
as appopriate in the drafting; and to David Wright (Cabinet

Office).
va,..mg,,.J.

(B M NORBURY)

C A Whitmore Esq

CONFIDENTIAL




10 DOWNING STREET

From the Principal Private Secretary /110' September 1980

Ve 1 D
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Dewr  Bras

!
DEFENCE SALES

As I told you when we spoke this morning, the Prime Minister
is anxious that steps should be taken to follow up positively what
she said in her speech at the Flying Display Dinner on 3 September
about the need to increase defence sales (for your convenience I
attach the relevant extract from her speech). In particular she
would like to know what can be done to reconcile more effectively
than hitherto the requirements of our own Services for equipment
with the simpler needs of many of our potential customers, in order
to make our weapons more attractive in overseas markets. She under-
stands that this is something to which the French have always paid
particular attention and that it is an important factor in the
success of their defence sales efforts.

The Prime Minister thinks that it would be helpful if the
Defence Secretary were to bring forward to OD a paper setting out
what measures now need to be taken to increase our exports of defence
equipment. The paper should identify any major constraints on the
expansion of sales and make proposals for their removal.

I am sending copies of this letter to John Wiggins (HM Treasury),

Ian Ellison (Department of Industry), Stephen Gomersall (FCO) and
David Wright (Cabinet Office).

'\/M o~

)ﬂwn: [N

B. M. Norbury, Esq.,
Ministry of Defence.




IMPORTANT: PILEASE CHECK AGAINST DELIVERY

NOT TO BE USED BEFORE 2100 ON WEDNESDAY, 3 SEPTEMBER

PRIME MINISTER'S SPEECH

AT

THE FLYING DISPLAY DINNER,
GROSVENOR HOUSE HOTEL

WEDNESDAY, 3 SEPTEMBER, 1980




To the uninitiated, the Flying Display at Farnborough
might appear to be little more than an
.international get-together of flying
enthusiasts, but we know that Farnborough
is a manifestation of those qualities of
skill, ingenuity and courage which, while
“not uniquely British, have characterised

British aviation throughout its

history.

‘Although others in Europe may claim pre-
eminenée bazsed on more ground display
space, there is only one Farnborough and it

¢ will always be the best.

The imporfance of the aerospace industry to the British
by s " economy cannot be over-estimated.

Indeed, if we had to produce the 1dea1 gxample
of an industry with high added value export
products, we‘need look no further fhan

aerospace.

/ The fact




fact that some 250,000 visitors will attend the
| flying displays tﬁis week is further proof of
,the tremendous interest taken in flying by
’young and old alike in this country.

These people illustrate the considerable

reservoir of enthusiasm and talent which is

available and to which we have a responsibility.

'

In the spirit of Farnborough I see thosé very qualities

of innovation, brilliance in design and sheer
professionilism that are needed for the

nation to overcome its difficulties.

/ The giants




The giants of aerospace in Britain are also world leaders.
In British Aerospace ﬁe have a group which is
p;oddcing a range of aircraft unequalled by any
othef company in the world, and producing
missiles which sell even to the US Air Force.
Rolls Royce is one of the three major Western
aero-engine manufacturers, acknowledged to be in
thé very foref;ent of technology.

While it is the airframe and engine cpmpaﬁiés
whose names make the ﬁiggest headlines, we-must
not overlook the fact that about a third.of the.
value of most aircraft is accounted for by
%quipment — an immense raﬁge covering avionics,
instrumentation, electrunics, hydraulic systems,
and many other components reflecting the

excellent work of the large number of equipment
=

N e R

companies represented here tonight. . B

We are fortunate in the UK in having an extremely
wide-ranging and efficient aerospace equipment
-sector_wﬂich‘makes a considerable contribution

to British, European and American aircraft.

] e RS
e e i am
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/Mr. President.
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Mr, President, the world is moving into recession
following the oil price shocks'ﬁf the past
-'Ewo years, X
At home, we are haﬁing to tackle the deep-seated
problems of high inflatidn and low productivity.
We have nevef disguised that the adjustment process
would be difficult.
We already feel the painful reduction in output

i

and the tragic rise in unemployment.
But we must continue to give priority to securing a lasting

reduction in inflation.

This is the only basis for restoring confidence
- : ' . :
throughout the economy and for creating better

prospects for cutput and employment.
G Already, the rate of price increases is

falling.” . ' . oy '-» e e
' P e, =T .

- The sooner wage settlements also moderate and
.productivity improves, the sooner we can gchieve
more jobs and steady growth. ; :
'I-aﬁ.coniideﬁt that both the good senée'and the

+ + adaptability of the British people will ensure
- that together we can :esiore the economy to health.
e




So far as defence spending is concerned, the Government
has to reconcile the need to strehgthen our defences
with the policies that will give us economic
at}ength to do so.

"No-one is in any doubt that we are determined to
,improve our defence capability.
At the same time Government spending must be
consfrained within cash limits.
Because OF the pribrity which the Government
acéordé to defence, an addition has been made
to the defenée césh limit this year.
Now that 1limit must be applied firmly.
Francis Pym has taken steps to contain defence
a%ending within the new limit, including the

| moratorium o» new defence contracts
which he announced on 8 ﬁugust. .
Fréécis is watching the position with-gxgat
-care and I know that he will not wish the =
morgtorium to continué for é moment longer _
than is necessary. | ;

N
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I did not come here tonight, however, to talk
o .aﬁbut short-term difficulties.
My principal theme is to consider ways in
' which Government and industry can work more

fruitfully together.

Although this applies to both civil and

—~ military work, my main examples come from
the field of defence, for in satisfying the
country's defence needs, we are the largest

single customer of your industry.

/This year




REVISE 3

This ye?r, the British defence budget is over
€10 billion, about 40 per cent of it on
equipmept. ; A
We must ensﬁre that this enormous budget-not only

provides our forces with the equipment that

they need but also acts as a springboard

for the export efforts of our high technology

+! iindustries.

Export sales of Britiéh defence equipﬁent will this
year earn £1200 million in foreign currency.
This may sound a large sum and I want to pay
tribute to those who ears it.

- But, (ladies and) Gentlemen, it is not enough.

The procurement budget Jf Government and the
ékills of our people, if used together to ther. ===
best advantgge, could bring the cﬁuﬁfry_far

. larger sums, greater benefits both to our

Armed Services and to our industfies, and more

jobs at the same time.

.. That is the s€ale of the opportunity we have.

"If we are 1o exploit-thﬁt opportunity government
and industry must work more closely together,




First, we must ensure that wheneverpossible

- the requirements of the Ministry of

Defence are met in a way which is

compatible with the needs of industry.

.

- /Faced with




Faced with the ever-improviﬁg quality of Soviet weapons,

-,

il

- operational requirements.

'1t is not easy to balance the needs of our
4

Services for sophisticated and expensive equipment

with the needs of other markets which ma.y be less

demanding.

Our own‘Armed Forces often do not provide a large
enough market on their own to secure a proper
return on a maﬁor investment of national resources.

We must therefore examine rigorously our own.

‘requirements to see whether simpler weaponry

will sometimes meet our needs.

'The fact is that we will not get the export orders

we seek unless we are also producing for the home

market.

In that effort we are entitled to look to the

- aerospace industry to point out exactly where -ﬁ?’

export opportunities lie and precisely what is
required for us to compete successfully. -

This is well recognised by the Government and the
. prospect of overseas orders will be a factor which

5
will play an increa31ng part in deciding our own

2] Ny eecond.point ;

. !Il‘; -




My second point concerns our huge investment in military
research and development of both cash and the

talents of our most able and creative young men

and women.

‘Although the Ministry of Defence currently satisfies
75 per cent of its needs from B;itish industry
with 15 per ceht_from collaborative projects
and only.lo per cent from abroad, if is this last
10 per éent that tends to ﬁit the headlines. .
The contract for new Primary Radars has been

a recent case in point.

The previous Government took the decision to follow the
~+.’ ' NATO infrastrﬁcture route in the case of Primary

Radars and most of you will know that the rules ..
BT T PR e

‘are very strict - given technical compliance,

lowest tender must win.

Indeed, MOD can only act as a sort of umpire. -

> _.j
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There are, of course, very important issues arising from -

)

4

this kind of case.

Leng preduetion runs and aftractive development
coptrects often mean that American corporatiene
cah effer their products in Europe at prices

whiph are lower than the domestie'industry can

. match.

In Britain,.at a time of financial stringency,

this leads to a conflict of interest.
'Do we buy the apparently cheaper product from
abroad, or do we retair and develop our own

~

defence industrial capacity?




I
The Government recognises its responsibilities in this

'kind of situation.
'A view needs to be taken by the Ministry of
Defence and other public procurement authorities
of likely requireméﬁts weil into the future.

It qould be that a better use of development
contfﬁcts would help British manufacturers.
‘Too-often they'feel they need to recover all
their own dgvelopment_cosﬁs from the first few

units sold and consequently set their prices

.at uncompetitive levels.

_ =i ;
Industry for its part will I hope be more ready to

R spread its R & D costs over the longer
'_ production runs that aggressive salesmanship

-can achieve in world markets.
. ; h B ‘(.-‘.
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" Thirdly, in recent years the advisability of collaboration

AN 1 N
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has become a piece of received wisdom.

No nation can afford to meet all its needs alone.

The aerospace industry world wide has a remarkable record

for pragmatism in its'partnefships and collaborative

3 ok - u
arrangements. -

Sometimes the partnerships are put together by
industry, sometimes they are imposed by Government.

#Firms and countries are close partners on one

]
project and strong competitors on another.

I know very well that some:of the imposed

partnerships cause a good deal of concern to

/ . ==
X

somé of you. . v . Sl e
I understand your wdrrieé; there is a dange :

Be § dew =

‘that parfnerships and consortia will lack tpe.

L}

éingle-minded control that is necessury to keep

" a grip on costs: also'thére.is the real problem -

; oi technblogy_transfer.

N




‘But there are some projects which can only be

=

=7
realised on a collaborative basis.
' For those we must ensure that the management

"and cost control is as keen as on a single
¢ ) ] :

company venture.

F

-

In my remarks so far the greater emphasis has been on the

military side of the industry.

"I do not want to trespass too far on your
- forbearance by making a full surve& of the civil
side of your industry, but let me highlight a

?

feﬁ'points.

There are the remarkable technical achievements of

Rolls Royce with the RB211 engine: this has

| e e

=
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;‘prbved itself in oﬁen competition both the

-

" most reliable and the most fuel-efficient of all
;Ihé large civil aero-engines.

: bn;the airframe side, there has been one event

”r{“ :© since the last flying disblay dinner to which I

"—¥—wf~fﬁ%%sf¥7f~;~éhohld:particularly like to refer --the-entry

P

ok Bfitish:Aerqspace'infb Airbus Industrie.
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‘dramatic surge in sales of the Airbus since

; tion at the start of the programme.

IBritish Aerospace, at present as a nationalised

“with private shareholders, is now a full partner.

I wish every success to tbe partnershlp..,

= 15

The successful conclusion of that negotiation was
a major step in European collaboration.
Ardent though I am in proﬁoting British industry,

not even I will go so far as to claim that the

then is entirely dug~;o British pafticipation.
I do, ‘however, want to record the importance

that we as a Government attach to this European

-

venture. A . i

Hawker Siddeley, as a private sector company,

with acumen and fores1ght made a major contribu-

-

industry, an&, I hope, before long as a company

e
T T Sy
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It is hardly necessary for mé, in this of all gatherings,
to draw attention to the close relationship

ﬂétween_military and civil prdgrammes.

The spin-off from advanced military programmes

has often been considerable.

In the same way there is much excellent advanced

work done‘botb in industry and in the Government's

Research Establishments. ' % -

We can be justly proud of a whole range of
endeavours - the Chevaline improvement programme
for the Poiaris missile; the Airborne Early. i
,Warning Nimrod programme and Tornado programme.
Thermal Imaging techniques and applications;

and Holographic Head-Up Displays, where we have

recently clinched an.order with the United States

Air Force in the face of fierce competition. . ==

R e
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Today has brought more good news.

RN Marconi and Plessey, in association with

= ! e Hughes of America, have won the major NATO

Nl e

,/ f; [ cgntrﬁcr worth about £100 million to supply the
0% [ complex improvements to the United‘Kingdom Air
.?-. \’,. : Defence Ground Environment.

1 i L Thie is another fine example of British Iirms

K ' -competing with the best in the world and

-

\ Ry winning.

I congratulate the firms concerned.

Mr. Presicdent, I am very pleased to be able to address your
H ' B A > .
Society's dinner tonight, because your industry

has a record of which we iz Britain are proud.
And if I have on the occasion of such a truly

-international Shoﬁ spoken at times-abouf '
" ?"..- ﬁ“"'—"""f

8 particular British matters it is.because your

Show and your Flying Display. is the Internatlonal

Show of the Soqiety of British Aerosprace Companles.

h'} As the

IRXER]
|
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B As the public come in their thousands to watch the products
' 'r-- of your flair and brilliance this week, they
/
{ it will have no doubt that you are well able to meet
B _ the challenge of the 'Eighties. and beyond.
In wishing you well I share their confidence.
X el ' : ’ !
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From: Geoffrey Pattie, M.P.
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FRENCH DEFENCE BALES TO THE MIDDLE EAST

Introducticnl 2

1, This ﬁeper looks at what the French are up to in the Middle East
in the defence sales market, and what evidence we have of their
1ntentions end methode,

Objectivee of the French

23 The major objectivee of the French in thie field .are:

- a, T§ further the aime of French foreign policy (eee pare u
b below W ih-) _}_ e g ; hari T e g% (AL

4 '.'= (VTR T Wt LA | Ay

ib, i To sustain‘a domeetic defence induetry cepehle of s e
supporting an independent . defence posture. . Overseas. selee are
regarded as a primary objective rather than a useful epin-off -
from domestic ?end Allied) procurement. = Independence of NATO' s
military structure is a help and an incentive“gn tﬂI” recpect

c. To safeguard oil supplies. Iran was a major eupplier of :
oil and the revolution resulted in a 19.3% loses of supplies

for France. A number of oll-for-arms deals with Middle Eest s
countries have helped to bridge the gep. Theee barter :
arrangements have advantages for both sides. The most
significant in 1979 was with Iraq, where in return for a .
substantiel increase in oil supply France provided g1.5 billion
worth of Mirage Fls, AMX 30 tanks and Alouette helicopters,
with an option on Mirage 2000s. The French are trying again
to get the warship programme (? g1 billion) at the ~expense of
the Iteliana. -

d. . For general commercial and national economic, gein (sF5 ]

the kind aleo motivating our own defence salee effort. ’:;1_5d
K Thus the French aet out to maiimiee defence eelee as a major 3
instrument of foreign, defence and trade policy, with a particular

focue upon relations with the Middle East. . The Iranian revolution,

- both through ite effect -upon French oil supplies and trading poaition,
- and through the instebility it hae engendered. in .the region, has
o provided a powerful Bpur to etep up defence selee in the Middle East.

"'th; * The French policy of independence in foreign effaira, end
~: especially of detachment from American influence, is known to be
‘particularly attractive to the Iraqis, for whom France is the only

Western state acknowledged as friendly. . The French attitude to the- ﬁ“

- Palestinien question, and especially the Preeident‘e use of the word
M"autodétermination" during his recent Gulf tour had an attractiveneaa

for Arab leaders. (if not for the PLO) tf-_ _ “.?;h[‘ﬁ_;y“ 4

5. Thie“neynexplain eleo why, during the Secretery of stete for

: Trede g vieit to Iraqg in November 1979, the Iraql uinieter for Trade,¢

1 i‘ : P
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Hasean Ali, told him that the British were backward on the question
of Palestine, whereas the French'"really understood the Arab cause."
President Baddam Hussein, epeaking in October 1978, said that all
Irag'e commercial dealings with foreigh nations would be in the
light of their political orientation. -

6. French actions can be as effective aes French words, On several
occasions the French have demonstrated their readiness to provide

- physicel support to endangered friendly regimes (eg Chad, Msuretania,

. Zalire, Tunisia). ' When Libyan-backed insurgents attacked Tunisia at

. Gafesa, the French provided President Bourgiba with two transport

. alrcraft and two helicopters and sent a task force to cruise off
Tunieian waters as a further gesture of support. When Saudi Arabia
appealed for aid for the YAR during hostilities between YAR and PDRY
in March 1979, Frapce offered, it seems, Mirage Fls with French ‘crews;
this compared with the British offer to refurbish Lightningse from .

© Kuwait over a longer timescale, and with the UK's reluctapce about

. asslstance with contract pilots or the use of BAe personnel on loan
to the Saudis. e e g R

T Recently, three Mirage Fls flew direct from Paris to Djibouti in
four hours, no doubt to demonstrate Frapce's ability and implied
determination to support, say, the Saudfs against external threats in
times of ecrisis, French intervention in Africa with 'les paras'
created a dynamic and effective image; 1t also lendse credence to the
poseibility of France coming to the assistance of the Gulf. The
President is known to want to start a so-called trialogue between
Europe, the Arabs and Africa for purppses of economic co-operation,
combining technology, wealth and mineral resources - another example
‘of the tailoring of current French foreign policy to non-aligned
expectations, : ' :

8. There is also evidence that the French have embarked upon a
cultural push in the Gulf to aseist their penetration of the region.
During his Gulf tour, Giscard d'Estaing was accompanied by his
Kinister for Culture and Communications. The UK has always poBsessed
a8 significant advantage in the widespread use of English in the area.
- Now, however, institutes and schools to teach the French language are '
appearing (eg in the Qatari Armed Forces) at a time when the British
Council is being made to retreat for reasons of economy. During

HDS'e visit to the Gulf in 1979 he was told by a senior Arab "when

We were poor you were here; you even taught us English so that we
could understand you. . Now we are rich, we never see you, and we are |
having to learn French," . oo : ! a0 N R
Orgaenipation for Sales

o & ¥

9% French foreign policy therefore provides a background against
which French defence sales to the Kiddle East may prosper. .. French '
internal policy, with its emphasis on the importance of“sales, assists
in & variety of ways, and the resources of the Government and the gl
Services are geared towards maximising exports of defence equipment,

Equipment Policy

10. ‘'saleable' equipment forms the backbone of the French defence

2
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sales effort, and ite role is crucial. An examination of French
sales succeeses in the Middle East and North Africe in recent yeare
reveals the pattern of French activity (Annex A). -

11, Bgales of Army equipment are based upon relatively few equipments.
The AMX 30 tenk has so0ld extremely well, and by comparison sales of
Chieftain and its derivatives outside NATO (to Jordan and Kuwait)

look poor, The French also sell a large number of armoured personnel
carriers (APCe), of which they produce a wide range. The UK hae no
tracked APC to rival French producte; our only contender, Alvis's
SPARTAN, can only carry five men apart from the driver and gunner,

as oppoesed to the nine carried by the AMX 10. Similerly, the French
have Bold a large number of self-propelled 155mm guns; we have no
rival gun to offer; the tri-nationale SP70, when it is available,
will be a competitor but very expensive. .. ¢ zisi R BTl e
12. 8sales of alrcraft, both fixed wing and rotary,’ show the same
pettern. The Mirage F1 has sold ‘well because (it was and is available.
The Tornado ADV is several years from delivery for export and to date

have not secured German approval to show it to’the Saudis who . ..
gﬁve asked to ook at 1%t. Even if security objections can be 893
overcome it will still be a very expensive and complex aircraft.
Sales of Harrier and Jaguar have been comparatively dipappointing,
and some potential customers have not been convinced of their relevance

to the Middle East roles.

13. French sales of helicopters are also eizeable, due possibly to a
greater product range than that of the UK competitor, Westlands, and

also the fact that the French have the advantage of merketing rights

on two out of the three co-produced models Aéroapatiale are building

with Westlands, ie Gazelle and Puma. A

1. The gap in export performance of ma jor equipments is too wide

to attribute to French salesmanship or British inhibition. . In

certain key areas of equipment the French have a product which reflects
better the overseas customer's needs, especially in the third world.

et 7 e - CEE

FELiE e I R LI e e S s B o o SR AN S e
15. The main reason for this is that export considerations are & - |
l;ignificant factor in the‘fbrmulﬁtibn“bfﬁthe;oparationalfrequirementful
or any item of equipment to be used by -the French Armed Forces., .
-French independence of NATO's military structure also means’that 1
questions of standardisation can be overlooked, security objections
need not be the concern of any but the ,French  themselves, and there - *
~are fewer requirements for equipment to be produced to Tulfil -NATO- ! ~r
- defined tactical roles, .. An example of this is the Harrier which, ‘as
well as being sophisticated and difficult for Arabs to fly, ‘has a.: - ..
specialised role in the European theatre, which does not equate with
the operational requirements of potential Middle Eastern customers %
Tor whom French aircraft and tanks are better suited to the. :
if correspondingly less Titted for European conditions, 5
16. some of the UK'e successful export products have .been private -, -
venture, Examples are in the fields of communications and opto- .- .
electronice, where funding requirements are low enough for firms to
commit considerable resources to reseanching and:designing private
venture products for export as well as products for the UK services, =

Jie s

: "".3 .
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17. The French seem to be attempting to take this idea of

'designing for export' to its logical conclusion with the Mirage L0OOO.
Rather than relying on their own assumptions about what potential
overseas customers may require, the French are now trying to set up a
collaborative project, with S8audi Arabia 8nd Iraq providing funds.
Export sales would be assured and development costs subsidiged. This
has already been practiped with Crotale ?shahine) for Saudi Arabia,

18. Because of previous succesges in aircraft sales with products
better suited to loecal conditions the French may succeed in selling
Alpha Jet over the Hawk to potential nI3aIETEﬁﬁ?TRﬁﬁREEE@T“”“““
Alpha Jet's performance is inferior, but its sale to Qatar and
Moroceo couls mark tﬁa beginning of & trend, Other factors may be
equally important, such as credit terms and delivery schedules, which
are discussed below. These were mentioned on several occasions to "I
“\HDS during his recent Gulf VABit oo b st e e s 2 S
119, In key aquipment-hreaﬁ'therefore the French have products which
better suit the needa’of-cuatomera;’and;thia derives from the concerted
effort made by Government, the military and industry at the operational
requirement anpd design stage to arrive at a product which will sell
well, i 4 O = A e Sl eSS S S : ;

Price and Delivery

20. Although there is no str
seriousl

y
from the Italians,
indicated a'willingness possibly to run the contract et a loss.

the Middle East where procurement may not be planned far ahead and

the desire is for goods 'off the shelf'.,  Because of the value

attached to defence sales by the French,quernmant,fyq,believefitems Fie

are diverted from the supp .;‘gl}g.tegﬁg%:g&e FrenchiArmed Forces when
._ﬁgg;ghgg_tha prospect of 3~;§E§2§?P§ regb,ﬁgl h u§§=??ngfe§9.e;amplaa:

2l. Delivery dates are alwayes important to customers, especially in |\

of thie are hard to come by. e T

22, Where products have sold aﬁ}bucbbharﬁliyté§ f;BfniihgéTFlgaﬁd;' 5
~A¥X 30 the long production runs and .confidence in future:sales which .’ .
- énsue must increase the scope for flexibility in delivery. - We also

.. ‘have some evidence‘that;thglrrencp_grgrpuilding\gpqcu}ative;y;on_the T

- ‘Super Puma, Tiae w0 e N s S DRSO

. Ministerial Involvement =~ . . hid

i L8 L

: T g S : i e R SR
~23. A 1list of visits to-the Middle East by French ministers is at - .
Amnex B. It is difficult to determine to what .extent these vieits =
may affect defence sales, but the most important of them, that OREAR s
Giscard d'Estaing to the Gulf, certainly had defence sales interests .
high on the agenda., ‘ French ministers other than the President ard .
Defence Minister also take an active interest in defence sales, =

o Ry
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On the admittedly imperfect evidence of Annex B, however, the French
do not seem to use ministers on sales promotion vieits to the extent
that ie often alleged.,’ UK ministers have probably vigited as
frequently and Giscard's tour mirrore that of The Queen last year.
However, the French probably capitalise more on the sales potential
of such visits as they make: industrial representatives are often in
the officiel party, and included in the official discussions,

2l;. When Italy was reported to have gained the Iraqi frigate contract,

Giscard summoned the Iragi Ambassador and personally remonstrated

with him ebout the decision, and requested that the French be given a

further opportunity to plead their case, with reduced prices. This

was granted, though the Italians may still win the contract. It is

unlikely that the British Government would have gone to such lengths ”1
1nin eimilar circumstances. . . Hoa ; : : 1

eirbes g

25. TFollowing the Camp David agreements between Israel and Egypt,
those countries became markete for predominantly American defence

equipment.  Moreover, the Arab Orgenisation for Industrialisation
(AOI) collapsed Just when ite members (Egypt, Saudi Arabia, the UAE

Since Camp David,
through fear of incurring the displeasure of the Gulf States, Bome
bueiness is reported as continuing, but less publicly than before.

26. TFortunately for the French they had not proceeded further than
- feapibility studies for projects with the A0OI, and consequently they
are not involved in the legal tussles which currently occupy several
British contractors seeking compensation. Hence they have avoided
any Saudi Arabian criticism of the kind which has been levelled against
the UK firms, and are well placed to provide technical support for any
. reviva] of the A0I. This, if it transpires, will provide French
defence seles with a considerable boost in the Gulf region. - The
decision by Westlands to resort to arbitration to pafeguard their
legal position will also not help our activities in .the area.. ...
. 4 D - - ok o .\-.. p v :--".;‘-:\:' .I‘ 'i‘.’.' A’ ,“? b iy R0 ,‘u'.‘

*-\"x’ o e

Training

‘price, are:often
very important ingredients 'in a sales package...: Pa_rodoilara can buy
.\ hardware off the shelf but it°is much more difficult to purchase . -
‘gkille. The degree of help that an arme - exporting country can offer -
in this area is therefore very important.  In this the French benefit
from having a partly conscript army, which allows greater flexibility
. of manpower. - The offer of pilote for the YAR mentioned above shows
“the French attitude end cepability in this area. ' Y ot

3

. 27. Service trainingi.miiifaf§'éasiéfanca“énd*ith'

1, % R BRI o el TR e g

- 28, Sometimes the cost of training connected with sales can be @ = -
waived, reduced or disguised at the discretion of the French:Foreign -
and Defence Ministries. ® By comparison the UK capability to offer

k training has been reduced by successive defence cuts and manpower ; \ \

SEw

. shortages and there is very little flexibility in prices, ‘which are
in any case very high by'internationglIgtandarda_anﬂ apa:}ikely_to

-~ CONF
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increase with the current Treasury determination to move towards
'full' rather than 'extra' cost,

. Credit

29. with the occasional exception of Syria and Jordan credit has
not been a major issue in UK eales to the Middle East. However,
there is evidence from elsewhere that the French are more flexible
in thise. - The UK only departe from OECD agreed guidelines on .
credit in response to known departures by the competition (which are
very difficult to prove) ; COFACE (Compagnie Frangaise d'Assurance
pour le Commerce Exterieur) by ‘contrast, teke the initiative in
offering easler terms, as they have done in Tunisia, This may
involve a mixture of aid and credit, which far-outstrips ECGD terms

- for a number of items, = Whether or not this policy pays, even in:" -

the longest. run, is difficult to tell. 1t seeme much more likely
that the offer of soft terms is primarily politically motivated.“-

Hospitality and Protocol

30. The French are clearly wall aware that the Arab minister's 5¢~‘.
impression on arrival at Paris or London will infTuence hie outlook
on the whole visit. Arab heads of state visiting Paris are always
treated as royalty and suitably guarded; the eenior ministers and -
the President are often on hand to meet them, The importance of the
respect and attention lavished on ¥1ddYe-Bestern dignitaries is
immense; many believe Iraqi favour towards France stems from a
rapport struck between M. Chirac and Saddam Hussein on an early visit
to Paris, .and the French strength in Saudi Arabia certainly stems
from good personal as well as diplomatic relations, Franco-Saudi
relations were consolidated by a particularly successful and enjoyable
vigit to Paris in May 1978 by King Khalid. Similarly the Qatari
§gxal family have been overheard to say that French treatment of them,
fh In terme of hospitality and of security arrangements, far
exceeded their reception in the UK. The ruling family of Abu Dhabi
ave &a 80 race ived. a graa eal o attention in Paris .

l.

Preas Publicity for Deals

31. It is standard practice to'leak claims that contracts have been :
signed. It is .said that the contract for the development of the - ...
* Tehran Metro was won eleven times in this way. . Rumours. were. rifa' ;
after King Khalid's visit to Parie in May 1978 but the only ™

- . "identifiable success was for. the supply of Crotale (shahine)

announed in July 1979. - Ons of the .cleverest rumours concarned e
supply of the Mirage F1 to Seudi Arabia which revarberatad round the |

. Paris Salon 1n ‘June 1979.-} : b LA EER o L T LA
Concluaiona “"" e g o

" 32. We hava learnad 1ittle that ia new 1n thia exerciaa._-; R
motivating force is the desire to spread French national political
influence in the Middle East, with all tha accompanying advantages .. ¢
for trade and security of oil supplies. The Iranian revolution °° :
addad impetua to this and in the paat year the French have Btepped e
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up their effortes to penetrate the region, especially in the gulf
area, ; '

33. They have not been universally succeesful; for example they
have achieved nothing in Dubail apd Oman. Some of the apparent
success lies in the imagination of the media. ' The success the
French have had hae only been partimlly due.to the tactical support
of the Government for sales (ministerial involvement, training,
credit, hospitality), on which British firms have cast envious eyes.

Much more important is that these factors derive from a positive
hsmselvea are en important policy
obiective commanding the conscious efforts of the Services and o

a evels of Government. g '

—
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#RENCH BALES TO THE HIDDLE EAST AND NORTH AFRICA IN RECENT YEARB
(BY EQUIPMENT)

Army Equipment

AMX 30 (MBTs) 'Iz-aq (1975- ), UAE (1978) '*Abu Dhabi (m{),
. _ %ebanon) NK), Qatar (19?95 Baudi Arabia
1972-5 e

AMX 10 (Tracked APCs) - Moroeco (19?8), Qatar (1978), Saudi Arabia
: (1976), UAE (1978), Bahrein (NK) \

AMX 13'(Light Tank) Lebanon (NK), Morocco (2956-69), Tunisia
4811 ; (1958~ ), Kuwait (ARV version - 19772

X AML 60 (APC) ; ." Algeria (pre 19?3), Saudi Arabia (19?1)
AHL 90 ’f5ﬁq; 2 Lebanon (19?0 ?2), Moroccb (1978?),4

~Saudi Arabia (1971): (197u). YAR "o
. (from saudi ‘Arabia’ 1979)- ‘Bahrein (NK)-

' Panhard M3 APC ' Ell?:Bahrein (1978?), Baudi Arabia (1971)
Iraq (1975- ), Abn Dhabi (mc)

Crotale Missile System Abu Dhabi - (19??), Egypt (1979;
‘ ; Saudi Arabia (Shahine - 1980;

Milen Anti-Tank Weapons Iraq (1976), syria (19?8), §ebanon (NK);

UAE (1978), Tunisia (1978-

. HOT Anti-Tank Weapons . = UAE (1978), Ira (1980+), S&udi Ara'bia
; (1980+), Syria ?1980+ )?

i55mm SP Gun Saudl Arabia (NK), Kuwait Em), l!orocco
, _ Pzl - (1978)% UAE)(1975 Qatar, 1979);gy

'-:Aircraft

Mirage F1 :. % b Ireq (1980-3) ‘Jordan=(19 -)
L R R e R (1976-7?),~L1b.va (1977 78),
_Alpha Jet i
Gazelle Helicopter R Egypt (19?6 77)E Iraq (1976 78), Kuwaitv‘" R

© - (1975+), Libya 19?82 Lebanon (1979~ BO),
... Morocco (19?6), UAE ), Qatar (19?&)

“-Pumé heliéopter_f Gy I}- Kuwait (197h+) Lebanon (19?9
Efogne oA oA  Algeria. 51971*74 » -UAE (1972-
st -~ Morocco (1975-77 »Iraq:(1978) =

. T -\; by .
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louette helicopt LR Iraq (1973-74), Jordan (1965-74
S e er_a Lebgnon (1971+5 Libya 51965- ;: UAE
-(1972+75) , Tuniaia (1963+66), saudi
, Ar'abia (¥K) X

Super Freloﬁ-Heiﬁcoptéra‘_j Iraq (1976), Libya (19?1)

Intareai shown in ' :
Mirage 2000 + LOOO - - Saudi Arabia + Iraq (1980)

r-

. Naval Equipmbnt -

" uiesile FfBEw}
pdﬁbaétanté fPﬁé* e
FPﬁa.(Ganefaij;,;"?e 1 = Horocco (1975/6/7+)
P48 Missile Craft "5'— Tuniaia (1970475)

s .
e

=Ry
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FRENCH MINISTERIAL VISITS TO THE MIDDLE EAST (1979/80)

President Giscard d'Estaing Kuwait Bahrein, Qatar, ‘Abu Dhabi
¢ %k s _Jordan, saudi Arabia (Harch 1960)

¥. Andre Giraud - 5 _ "atténdance on Gulf tour (see abqva).
Minigter for Industry o : i

M. Jdean-Francois penisu =  attendanc9 on Gulf tour (see'abdve){ﬁ;
Minister fox'rpreign Trade SRR S b B R D g

A i

Minister for Culture and R s N i
cOMunicatl ione .. ' :_'_._'- .,- X I-,‘ g-., e e 3

M. Jean-Philippe Lecat - i ¥y attendanceonéulftour(aeé ElbD‘.le.) % .

L L g

¥. Raymond Barre Due to visit Saudi Arabia but cancelled
Prime Minister because of King Ehalid's illness =
hence Saudi Arabis added to Gulf
Tour itinerary. Iraq (1979)

M. Jean-Francois Poncet attendance on Gulf tour (sae above);"
Minister for Foreign Affairs Syria (19?9), Kuwait (1978) .

¥. Bourges (notably absent from Gulf tour),
¥inister of Defence : Saudi Arabia (July 1979)

¥. Michel Poniatqwaki e .(Special*Envoy of ths Praaident)jtf
. B e Rsaudi Arabia (Octobar.1979)1
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BRITISH ROYAL AND MINISTERIAL VISITS TO THE MIDDLE EAST (1979/80)

HM The Queen - February/narch 1979 - Kuwait,
- Abu Dhabi, Qatar, Omen, Dubai,
Saudi Arabia

Foreign Secretary - Autumn 1979 - Iraq

" Lord Carrington January 1980 - Oman, Baudi Arabia_ :
AUdusy €Yeo

PR
SR

Secretary of Btate for Trade - Novambera1979,:ﬁIraq;ﬁSaudi_Arabiaf:*T
Mr Nott T SR s e e T R N A

.Minister of State (FOO) ,September/Oct.nber 19?9 - Jordan, ¥
Mr Hurd :.L{‘ ¢ Syria, Lebanon'*/' . . Ein
i *January 1980 - UAE," Bahrain Qatar 0

March 1980 - Kuwait, YAR 0

¥iniater of State (Trade) - October 1979 - Iraq
Er Parkineon April 1980 - UAE, Kuwait

Parliamentary Under- secretary - April 1980 - Behrein, Oman
of state for Trade
¥r Eyre

0 ok 1
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FRENCH ARMS EXPORTS IN 1979 (ALL FIGURES ARE FOR NEW CONTRACTS BIGNED)

Total valﬁéutworldwiﬁs)'1979I*f'"25,000m France .(32;50hﬁ);1;'9u
Total value (worldwide) 1978 - 23,000m Francs (£2,396m) =~ -

of which: 2

E oty - i o I /) " [

Aircraft and miaailes 75% (123 aircraft) (these . to Irag, ..
et B e Jordan, Pakistan and Argantina)

Ground squipmeht_ ;

Naval equipment

Gaograp.hical distribution 55% ‘Middle East Region
15% Far East Region
- 15% Latin America
12% Europe

Delegation Generale de 1'Armament states 1979 an exceptional year
especially ae regards aircraft sales, and unlikely to be repeated.
Official statement is that only 380 French technical advisers are
currantly abroad worldwide. e i _

courae of 19 80)

Source: Intaravia Air 1at.t.er for ”22_'1:pr11 1980'
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-S3E 0% 218 2111/3

MO 26/7/3 /aﬂtfiiﬁ 2nd September 1980

/492?67 - c;yzﬁfaf;;t-d{;%cﬂﬂl
e /v pee
X% ) L ' g&/nwu(a/lcw ~11q¢ T,

PRIME MINISTER'S SPEECH AT FLYING DISPLAY DINNER /7%

We spoke earlier today about the selection of a contractor
for a major NATO Infrastructure funded contract for the United
Kingdom Air Defence Ground Environment (UKADGE). You asked
for a form of words on which the Prime Minister could draw
for her speech at the Flying Display Dinner tomorrow evening.
This I attach. I am now able to confirm that the outstanding
contractual points which I mentioned to you earlier have now
been ironed out between our contracts staff and the companies
concerned. The way is now clear, therefore, for the Prime
Minister to include a reference to the UKADGE contract in her
speech.

So far as the detailed arrangements for the announcement
itself are concerned, we would expect to inform, formally, the
companies concerned - Marconi, Plessey and the Hughes company
of America - during the course of today or early tomorrow of
their success. This will mean that the audience will be
prepared for the Prime Minister to make a reference to the
contract,

It might be helpful for you to have a little further
background information on the contract for the UKADGE. UKADGE
is a complex arrangement of computers, communications 1links
and displays which will improve the coordination of all input
data for tﬁe command and control of the United Kingdom's air
defence resources. The total programme is estimated to cost
about £100 million, and NATO Infrastructure funds are expected
to meet about £80 million of this total. To bid for the
contract, Marconi and Plessey joined together with the Hughes
Aircraft Company of America and formed a consortium (UKSL).

A year ago - and a late arrival in the field - a rival

partnership to UKSL was formed with French Government encouragement.
The rival group consisted of French, American and Dutch firms,

with a 20% stake held by ICL of Great Britain. Plessey and

Marconi had expressed a fear to the MOD that their competitors

1

M A Pattison Esq
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might have put in a "loss leader" bid for the contract. In the
event, however, the British led consortium, UKSL, was the winner
by a margin of some £7 million.

I should mention one final point which is that of the
current moratorium on defence contracts. Officials here are
monitoring the MOD's financial position very carefully, and, in
order to keep Defence Expenditure within the agreed cash limit,
it is probable that the moratorium on defence contracts will have
to be extended beyond the initial three months (which end on
November 8). We are looking at the implications of any such
action on the timing of the placing of the contract for the
UKADGE.

I am copying this letter to Peter Stredder (Industry).

ol

Sdlhnom,

(J D S DAWSON)

2
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