CONEIDENTTAL

NATS RADAR REPLACEMENT PROGRAMME

Note by officials

The National Alr Traffic Services (IATS) wishes to procure long

range radar equipment from Westinghouse and AEG to replace its

existing (20 year ¢ld) primary radars. The total project value is

ca E2Bm, about £18m-of which will be for equipment. OFf this about

gﬁgm is for the Westinghouse equipment. The dispute concerns the
10m,

Background

2 The CAA opened discussions with Plessey and Marconi ssparately
in 1974 with a view to establiching a specification, In mid-1978,
CAA formally invited UK industry to bid to supply the squipment.
FPlessey/Marconi responded Jointly and were the only bidder, Flessey/
Marconi's response was not acceptable to the CAA. Subseguently, in
early 1979, the CAA invited a second tender from Plessey/iiarconi and
this time included selected foreign suppliers, In addition to Plesses
Marconi, bids were received from Westinghouse, AEG, Hollandse SA

and Thomson-CS¥. The four foreign compsnies subtmitted non-compliant
bids. Plessey/Marconi offered a number of options, which boiled down
effectively Lo two, one meeting virtually all of the NATS'! stated
requirements for approximately £20m; the other with an scceptable
periormance for ca £18m, The foreign bids were around £3-5n lower
than the Plessey/Marconi second option; in addition AEG and Westing-
house offered significantly shorter delivery times. This reflects
the fact thzt for the most part they were bidding eguipment already
developed with Government support or procurement orders.

5 The CAA concluded that on grounds of costs and delivery dates
the UK hids were not acceptable, although they accepl that the eguip-
ment would potentially offer an acceplable performance and that some
parts of it could in due course, and at = cost, be upgraded to meet
thelr original specification,

The LiJnirgg

4 The dates specified by the CAA to the companies for technical
completion, those which the CAA sey (confidentially) they will accept,
those ofiered by Flessey/Marconi (using the AEG seriasl), those which
Ministry of Defernce think Plessey/Marconl can in fact achieve, and
those oifered by Westinghouse are given below,

The MoD dates in col 4 make allowance for the fact that some parts

of the sguipment still have to be developed. The CAL sre srer
Ko assessment has been made by FoD of the Westinghouse bid,
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i} the provision and ppeeation ol aprruach and aspadrosne contral scrvices al
guch civil aerodromes a3 may be determincd by the Anthorily, and dezling
with such matiers relating 1o those services at Minsioy of Deleace wirliclds

g5 miy be agreed with 1he Secrefary of Sale fioe Diefence;

{e} in consultation with all interested users pdvisine on nir traffic control aspects
of estuhlishing ¢anger, restrichid or spacial Aving arcas with @ vigw Lo cLsuring
the cffizient use of the UE AT airspacs;

{ ) eidvising the Secretary of State for Defenie and the Sccretary of State for
Trade on the alr traffic cootigl aspecls ol any propesals o eslablish mew of
reactivate gisussd civil and military aprodremes and on problems coonected
with serodeoms traife patiens oo whesh advice g soughl

7. The Avthocity shall nasizt the Adr Traihc Comtred Board appointed by the
Secrstiny of State for Defence and the Seuretary of State for Trade in any revicw of
ihe services which the Board may from 1o 1o {ime carry oul and may jefer o the
Ade Trafic Coitrol Board for pdyics a0¥ quistbons 0f simciz] difficulty arising betwech
MATS and operaiers of aircraft of orpanmalicns represepsetive of operalors ol
girgraft, which cannot be resolved in dligclEsion.

% The Autherity =hall oot make any mujor changes in the STuciure, ucga nisalicn
and anming arranpements of goy part of HATS which is staffed in whole or in past
by persons designated for that porpost by the BocTeiary aof Stite for Defeaod excepl
with the consent of the Sscretary of Slaic for Picfence, Appointmonis 1o 1he posls
of Contralier, Deputy Contrellar and Joant Ficld Comman:der shall be made jolotly
I:E the Authority and the Secresary of State for Preferce and belore the sppomtment
of any persom 1o be Conteoller the Authority shol ohtain the conscnt of the Secretacy
ol Siate for Trede.

9. The cost-sharing arrangements exiling helwesl the Secietsmy of Stote for Trads
and the Secretary of State for Defeace before 1 March 1976 shall apply betweea the
Athority and the Secrelary of Stare for Defence ualil ntherwise mutuelly agrecd,
Where g facility or scivics, The cost of which is not taken fotg account o ke e g
pogt-sharing arrangements, i5 io be provided on 4 onelsharing basis through KATS,
the cost, racept the cost of discherping any Hability to a third party incurred in the
cowrst of prowiding snch facility or scrvics; ahall be berne propocticnately by the
Authoelty and (e Secretary of Stale for Diefence having Tegurd to the exieal to
which the fasilily or service i expscled to he wsed By civil and military sivceaft
respectively. The propotticns shall be pgreed berwsen the Anitorice and the Secretary
of Etate for Defence before the decision to provids the facility or service & taken wnd
shill Be reviewed by the partes from fins to Lime in the lizht of 2oy change in the
expecied use of the facility os service.

Whese The: Authoriy gnd the Secrefary of Btals for Defernoe apres That the cost of
a facility or service. provided snronph MWALS i 10 e wholly bamg by the Authorily
oe the Seeretary of State for Defence, and (hat cost 3 not faken infe account it
cost-sharing arcanpements, the Authority or, 85 the cise wiay be, the Secrelary of
Siate for Defence may rise a fully eoomomi chnrge on the other parly for any use
Hade of that f=cifity or service by mililary of, s [he ciise ry be, cwvil pireralt,
unlesz, in ilse particular case, & Clargs i raised agninst oo olher person.

10, Any disagresments between the Authonly gnid the Secretary of Siate for
Dufence which canmot he resalved in discussion shall be refermed By the Aulhority
for 106 Secretary of State for Tiade for eapsideratinn 1 copsubiation wills the Becretary
of State for Thefence.

Peter Shora,
Gevretary of State for Trade.

Roy Mavan,
 Fabruary 1976 Secretary of State for Diefence.

Prinicd iz Eagland Fror Tler Mugens's Satimery DO oy Faariscn d& Scas (Hayed Lul
Ol 139244 KED 0




Anmex B

Civil Aviation Act 1971

Directions fo the Civil Aviation Auvthority under Scetion 28(2)

The Sscrefary of Stalc in exercise of hiz powers under Ssction 28021 of the Civil
Avintion Act 1971 herematter called ‘the At lrereby gives the following Directions
to the Civil Aviation Anthority (hercinafier walled “the Auhoriv'y

1. These Directions mey be ciied as the Civil Aviation Auvlhority (Air Mavigation
Services) Directions 19746, asnd sfisll come into operation on 1 March 1976, The Civil
Aviztion Aufhority [Aic Mavigation Services) Directions 1972 are hereby revoked,

L. The Autherity shall join with the Secretary of State for Defence in relatioa o
the maticrs specified in Section 28(2)(¢) and (8) of the Act In the marner specified
st the following perapraphs

3, The Authority shall coliabornte with the Socretary of State for Defence in
exercising ifts fuisctions in providing air isawvigalion services through 2 joint onganics.
fzon koows as the Bational Alr Treallic Services (hereinafier refaved 1o as “MATS T
WATS shall be manned jointly by civilian s6dT of the Authority and bv personnel af
the Services and civilinn sall o be made availnble by the Scorctary of Staie for
Defance, and shall make v of civil and militare facilities and insiallations as
approzriate. The scotor officer of NATS shall be koown as (e Coairoller; his depuiy
is the Deputy Controller, avd the officer in charee of pperafions in the ficld as the
Foint Freld Commander,

4. The services provided through MATS shall be gvailable fo all classes of Seil
and military aircraft Hoth within te UK nationn] airspace and within any aimspice
Ior which ihe TIK hag in pursvance of international arrangements underfaken 1o
rrovide such services (hircimafer refermed fo as “the UK ATC airspace’).

5. The services provided chroggh MATS shall be planned, provided and operatod
50 88 Lo secuse the safe operation of zircraf, Suhjsct 1o 1his and the other regusres
menls of flight safety, and having regard to costs, the planning, provision and
operadion of the services shall take Ml Secount of:

fil the nosd. to mainlain e most expeditious How of air trafic as & whaole
consistent with the optimum dtilization of individual aivcraft;
(] the environmental impact of civil aircraft oporations and in particelar the
distorbance w the pubdic arising from aisccall neise, vibration and pollution,
The services shall be operated in such & way as fo reconacile the differing civil and
milifary air ratfic operational needs in order o asis eficient and sconomic opesations
b vl wirerafl, while having full regard 1o the operational and traiting reguirements
of mititary aitcraft, but withoul accurding preferenzial treatment te gither civil or
roifitary wsers as such. In the planning of airspace arrangements, the reguirements
of all air vser wterests, including gensral aviation, shall he tuken into aocounc.

6. The funclions exerzised jointly twough MATS shall include:

(] subject to the provisions of sub-paragraph (¢} of this pazagraph the provision
uf secvices within the UK ATC airspece and the taking aof decisions as bo
the noture and scale of such services in comsultation with the users ps
Deressary and lakiog into account the cost of the services and the mesns of
Tooovoring Lhal oost;

() ersuring that the relesan! inlernational agresmients binding on Ue Umnited
Kingdom ere observed where applicabls and in any case of doubt as to the
mierpretation of such apreements secking the advice of ihe sppropriste
Sezretary of Stale thereon;

(el 1he provision of services do aireralt in {he upper airspace (o enable the
secrefacy of State 1o diclarge his oblipations wnder the eontracts conchdad
from time (o tme belween the Sscretary of State and the European Orgsnisa-
tion for the Safety of Air Navigation (Egrocontroll;

1§




I'ne proposals

Tre radar replacemen) programme I'or ezst and south
iz 8 large projecl with an estimated fotal cost at 1979 1,2 g
2T, 500,000, OF this total £1E8 millions ig for eguipnent —
8 number of secondary surveillance radars which the CAA
a2s already decided to buy from Cossor Elecironics, The Trimsry

Sy e

radar system will eomprice the foelloving mein elements:

6 = 8l2 and turning gear from AEG £2.5m + VAT

-

11 transmitier-receivers it e
' i e Irom Westinzhouse

a88ocinted simsl processorsg)
and plot combiners ) £8.2m 4+ yaT
redar site control &

. o T -
: : rem Mareoni £Y.2m 0+ VA
MONLLOring syslhems St RRTElT o AT

{The £B.7m includes £0, 9m impert duty )
To buy the transmitier—receivers, signal arocesso-s ani nlot
combiners from Pleseey-llarconi, would ces< £2.5 millions more:
with allowance for the effecl of price variatior elauses, some
£3.5 millions more. Delivery would be later =ao well,

fhy do the Caj prefer Westinshouse Lo Flessey-Harconi as sunnlilers
ol Lhe bullk of Lhe sguipmens?s

destinghouse offer equipment which has been developed and brought
into service. Although this will have $o be integrated with the
AEG merial, the CAA consider that westinzhouse's Torecast of when
the eqripment will be instslled =nd reedy fTor hend-over can be
regard. . with confidence.

Flessey snd Karconi offer equipment some of which bhasg yet to be
developed, and which fnas never been brousat into service gg 2
r ] ]

complete syslbem. MNot only are their dates Tor hand-over later than

restinghouse's; there is g risk that development will take longer
i T =ar

than forecast. The MoD report does not guAanbily the risk of delay
due te unforeseen difficulties.
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second competition because during the previous five yesrs the CAA
had insisted on full complisnce. The CAA say that in the first
tender the emphasis was certainly on compliance, though variations
were not ruled out; that the second tender specifically allowed
non-ceopliant proposals: and that Flessey/Marconi's disadvantage
arose from their having done ne rea: development work during +the
five year period.

The export position

8 The accessible potential export business for air traffic control
radar over the next five years is assessed at £800m. At present

UK industry sells £100m worth of racar equipment a2 year most of
which comes from Plessey/Marconi. Mosl of the £800T will go on

Joint military/eivil radar. Such egquinment will not in the main

be the same as that at issue here, though there will be some parts

in common. The damage to Fleszsey/Marconi lies not in the loss of
sales of this particular radar but in the effect on their internstional
reputation of failing to pet a contrect from a UK public authority,
The avionics manufacturing world is Righly nationalist, but jusst

what the loss of this contract will mean in money terms is a matter
of Jjudgment.

3
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CONFILENTTAT,

2 3 b 5
Cal FPlessey/ MoD
CAA Epec. acceptable Marconi bid asse=ssment Westincehouse H

Debden  March 8] March 82 January B2 Sept 82 August 81
Garrowby Sept &1 March 852 March B2 Nov 82 Septemnber 81
Heathrow March 82 April 82 October 82 Jurie B3 October 81

( timing not eritical though importent
to preserve continuity of installation)
Wash - - -

"Technical completion" means the date on which the suppliers undertake
Lo have the equipment installed, commissioned and ready to hand over.
The dates guoted above have in fact now to be adjusted to allow for
the delay in letting the contract and conseguently in the preparation
of the infrasipucture, The CAA estimste that allowing for this the
Plessey/iflarconi and Westinghouse dates would be as follows:

Col ZA Col 5A
Plessey/Marconi Westinehouse

May 82 Feb 82
October B2 June B2
October 52 ¥arch B2

'hiz m result in del By t in § 1
%E%dﬂ%agndgﬂgrgaiﬁﬁ?tIEFS teyond the dates in col & attributsble to
S The Ministry of Defence and Department of Industry argue that
the CAA's desdlines could be extendad by iwo years since MoD and CAA
have recently decided to extend the life of certain existing radars
for two years beyond 1932, when it had been assumed they would be
phased out. The CAA, however, still stick to the 1992 dates, in
order ©o implement in 9983 the first stage of the development of

ihe London Air Traffic Control Centre with which Lhe new installa-
tions are linked,

The price

6 The Plessey/Marconi bid for the relevant equipment would cost

£2.7m more then Westinghouse's; with allowance made for the effect
of the differing price variation clauses, the difference could rise
to £3.5m. The Department of Industry for industrial policy reasons

1s prepared to ensure - by paying and putting pressure on Plessey/

Merconi - that the CAA is not financially penalised.

The Imdustry's complaint

T FPlessey/Marconi argue that they were disadvantaged during the

2
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DRAFT LETTER FOR THE PRIME MINISTER TQ SEND TO:

oir John Clara

The Plessey Company
Millbank Tower
London, SWAP 40P

CIVIL AVIATION AUTHORTTY - RADAR HEQUIHEMENTS
Thank you for your letter of 17 January.

The Government has given careful considerstion to the issues
raised in the cese. On the one hand we do not wish the export
progpects of the British hesvy radar industry to be damaged

by a procurement decision by & public suthority in this country.
On the other, we must respect the right of the Civil ivistion
Authority to take a decision which is within its competence and
for which it will be answerable to airlines and to the publie

who pay for its services.

Sir Keith Josepn and Mr John Hott have personally ensured that

the Chsirman of the Civil Aviation Authority was fully aware of
whe national interests which ere invelved in this case.

Sir Nigel Foulkss hes sssured them that he and the other members
of the Autaority had been congcious of these interests, and would
have preferred to order the eguipment for the project in this
country bad they felt this to be comsistent with their duaty.

I understand that Eir Keith Joseph has now informed you and

Lord Nelson that the Govermment did mot consider itself entitled
to overrule the judgement of the Civil Aviation Authority on a
matter ol procursment which could have far-reaching effects upon
the security of the air treffic control system in the period
1982-84, with all that that implies of delays to traffic and
poseible danger to aireraft in flight at the moment of a breakdown
in gervice.




The Government is anxious to ensure that the Civil Avistion

authority's choice on this occasion of foreign-made eguipment

snall cause asg little damage as posgible to the reputation of
the British industry; asnd that on the next occasion when
primary radar or other equipment is wanted the industry shall
be in the best possible position to secure the order. With

the firgt of these objects in view arrsngements are being

made for the Authority's decision to be explained by refersnce
to the particulsr nsture of the technigsl reguirements and the
nead to take asdvantage of existing proven equipmeant in order to
replace the raders in south-esst England as quickly as possible.
L5 Lo Lhe second, the Authority heve been made aware of the
importance of developing a specification for eguipment which
will have ssles prospects oversess, and 1 look to the compsnies
to pursue this gquestion with the Authority.




DREAXT LETTER FOR THE PRIME MINISTER TC SEND T0:

Lord Nelson of Stafford

The General Electric Company
1 Stanhope Gate

London, Wi IEH

CIVIL AVIATION AUTHORITY - RADAR REQUIEEMENTS

1 am now able to send 5 substantive reply to your letter of
21 Hovember 1979 and your further letter of 18 December.

The Government has given careful consideration to the issues
reised 1n the case. On the one hand we do not wish the export
prospects of the British heavy radar industry to be damaged by

a procurement deeision by & public suthority in this country.

On the other, we must respect the right of the Civil Aviation
Authority to take a decision which is within its competence and
for which it will be answerable to airlines and to the public who

pay for its services.

5ir Eeith Joseph and Mr John Nott have personally ensured that
the Chairman of the Civil Avistion Authority was fully sware of
the national interests which are involved in this case.

olr Nipgel Foulkes hag assured them that he and the other members
of the Authority had besn conscious of these interests, and would
have preferred to order the eguipment for the project in this
country had they felt this to be consistent with their duty.

1 understand that Sir Eeith Joseph has now informed you and

Mr Frenk Chorley that the Government did not consider itself
entitled to overrule the judgement of the Civil Aviation Authority
on & matter of procurement which could have fsr-reaching effects

upon the securlity of the air traffic contrel system in the
period 1982-84, with all that that implies of delays to traffic
and pogsiblea danger to asireraft in flight at the moment of &

bregkdown in service.
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Civil dvigfion e J0zF

(2} It shall be the duty of the Authority 1o j| 1 with the
Secrefary of State, in such manner as may be specified in direc
thons piven to the Anthority by the Secretary of Statg,—

(gl in providing such air pay vigation services iy respect of
such areas (wheth IEr in r].u: l-n led Kingdom or else
wherel as may he specified in the directions - ang

() in defraving the cost of providing the serviges s Spec-
fied ; and

e} without Frejudice (o the gen crality of the rnm_ti ng
PATAErRD, in ’Inn, argmg any Lahility to a third et
which is incurred v the Authority and the Hﬂmrﬂn af
State or either of them im providing the services so
Epecified,

Without prejudice to any right of iction i respect of an
aCt or omission which takes Tlace in the Course of p:r’mdm_b
Alr navigation services in purstance of this section, no action
shall lie in res pect of a Failure by (he A uthoy ity to perfors
the duty imposed on it by subsection (1) or subsection {2) of
1his section.

o U
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28.—(1) It shall be the duty of e Aothoity o provide Air &5 nowvigtion
NAVIgAtlon FETVICES— SETVICES,
{@) in the United Kingdowmw ; and
() for any area outside the United Kingdom for which the
United Kingdom has, in pumsuance of inlernational
arranggments, undertakca to provide aiv navigation
SETVICES,

to the extent to which it appears to the Aul]'.r-rii_l,‘ that =uch
services are npecessary and are not being provided by the
Authority  (either alone or jointly with another person) or by
some other person

Al




The Govermnment is anxious to ensure that the Civil Aviation
Authority's choice on this cecasion of foreign-made eguipment
shall cause as little damage as poeesible to the reputetion of
the British industry; and that on the next cccasion when primary
radar or other equipment is wanted the industry shasll be in the
beat possible position to secure the order. With the first of
thege objects in view srrangementse are being made for the
iuthority's decision to be explsined by reference to fhe particular
nature of the technical reguiremants snd the need to teke
advantage of exigting proven egquipment in order to replace the
raders in socuth-east England as guickly ss possible. 48 to the

o

[

gaecond, the Authority have been made aware of the importance
I

developing & speclfication for egquipment which will hawve
sales prospects oversesas, and 1 look to the companies to pursue
this question with toe Autbority.




About E10m. worth of a £30m, package was invelved in this particular
contract. The major part of the packape would =till go to British
supplisrs. Lord Strathcona emphasised that thore was =t111 a dispute

as To wWhelher Loe British comnsortium could produce eguipment Lo the
required standard. 8ir Nigel IFoulkesof CAA would not accept that
Britizh industry had the cupacity. The assessment in which the Ministry

of Defence had taken part had coneluded that it was possible.

The Prime Mipnister commented that CAA were hardly in a position to

criticise the capacity of others when their own performance was far
from perfect. Mr, Noit recalled that he had already been critical

of CAA performance to Sir Nigel Foulkes, 8ir KNigel was taklng steps

to improve matters, and, having been in oflfice for only eighteen months,
could not personally be blamed for earlier failures. Mr. Nott
emphasised Lhat there were uncertainties about the capacity of British
industry, and that CAA would clearly not budze from their position,
Plessey would undoubtedly sulfer some damage if they did not obtain the
order, but this would not be as significant as Sir John Clarke was
suggesting. He and 8ir EKEeith Joseph were attempting to have the issue
handled in a way which would minimise the damape Lo Plessey when CAA
bought the American equipment. Unfortunately, Plesscy's own cfforts

to dramatige the 1ssue, 1llustrated by articles in the previous day's
Times apd FPlnancial Times, seemed likely to undermine this strategy.

Lyl Etr&th&gﬂi siid that there mere already indications of repercussions

for DPlesscy. In the case of n potential contract in Qstar, for example,
ompetitors wore drawing attention to Plessey's problems over selliang
Lo CA4,

Sir Eeith Joseph said that he and Mr. Nott would individually

see Lord Nelson to explain the Government's conclusion. He commented
that if more effeciive working relationships had been developed some
years garlier the Government could have prodded Plessey into positlve
action at &n earlier stage. The forthcoming paper on purchasing policy
would propose arrangements to ensure early warning of publie sector
procurement possibilities, to Avoid a recurrence of this kind of

gituation.
/M. Nott stresscd
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.REC{JHT} OF A MEETING HELD AT 10 DOWNING STREET AT 0800 HOURS O
THURSDAY 17 JANUARY TO DISCUSS THE NATICNAL ﬂIH TRAFFIC SERVICES
RADAR BEPLACEMENT DPROGRAMME

Present: Frime Minister
Secretary of State for Industry
pecretary of State for Trade
Minister of Btate for Defence ([ Lord Strathcona’)
Mr, M., MPattisan

EEE AR

The Prime Minigter mald that it was time for the British

Government to follow the practice of other Govermments, apd support
1ts own 1ndustry in cases like the Badar Replacement Programme.

Hey colleagpues would be aware cof her correspondence with Lord Nelson
on the subject. Ehe was informed that the British egquipment which
would be cffered was pot inferior in performance. Bhe understood

the anger of the potential British suppliers over their work on a
cofiplex specliication durlng the past four vears, which proved wasted
when CAA decided to buy off-the-shelf equipment.

5ir Keith Joseph said that he and Mr. Nott had started from
the same position as the Prime Minister. This was why they had spent so
much Cidme on the problem.  Two things had become apparent. First,
Plessey /Marconi had pol spenl the four vears in which they were treated
Hy 4 single tenderer to best advantage. Secopndly, Lhe relationship
between CAA and the company nouw made an effective working relationship

impossible; even though the British consortium had the capaclty to
nroduce first class equipment within the timescale, the currenl working
relationship made it doubtful whether this could happen. CAA caunld
quote gignificant examples of failures by Plessey in this field.
Whil=st this W&E?%TUE of GEC, Plessoy were in the lead in this conbtract.
Mr, Nott explalined that although the Government could refuse loan
ganction, CAA's second option would be for Dutch equipment, and the
Government would have to refuse loan sancticon 8 sccond time, DPleszey's
international reputation eould be damoped guite as much if its equipment

were forced on CAA in this way as if CAA simply bought elsewhere.

fAbout £10m. worth




The Rt, Hon, Mrs. Morgaret Thotcher M.P. et 3
'nee:js for its future prosperity. For gll these reasons, I most

strongly advocate decisions in respect of these important purchases

which fully reflect the overall needs of the British economy -

as indeed is the practice amongst our great International competitors.

the French., Germans, Americans and Japanese, We must not be put

at major disadvantage amongst them,

S
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From the Privafe Secrefary P AV January 1980

Lo Sleant

Your Secretary of State, accompanied by the Secretary of State
for Industry and Lord Stratheceona, this morning discussed with the
Prime Minigter the MNational Air Tralfic Services Radar Beplocement
Programmc. The Prime Minister expressed her concern that the
Government should support British industry whercver reasenabile.
Bhe nevertheless acceptad that the Clvil Aviation Authority weres
firmly opposed te purchasing equipment through Plessey in this
casa, Your Secretary of Btate emphasised that, even if the
Government refused loan sanction for a purchasze from Westinghouse,
they would then be faced with a request for loan sanction for
CAA'™s zegond cplion, Dulclk egquidpment.

The Prime Minister reluctantly sagreed that the Government
ghould not intervene further in the CAA procurement declision.
She =aid that the decision taken would need to be explalned dn
the grounds cof safety regulrsments, and the noed to take advantage
of existing proven squipment in order to complete the replacement
programne as gqulickly as pessible.

The Prime Minister still owes Lord Nelson of Stafford a
subgstantive reply to his complaints about the handling ol the
CAA requirements. I would be grateful if you could now arrange
for a suitable reply to be prepared as guickly as possible,
together with background material which will ensble the
Prime Minister to deal with parliamentary and other enguiries about
the Government's attitude in this case,
I pm semding copiez of this letter to lan Ellilson (Department
of Industry), David Jones (Ministry ¢of Defence) and Lo the Private
Secretaries to other members of E{EA) and Eartin ¥Vile (Cabinetl Oifice).

Stuart Hampson, E=q.,
Department of Trade
Fou YT e
Eﬂ“' o | ;h-ﬁ!a
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[rom the point of view of Lthe requirements of British industry, despite
his departmental responsibility for CAA. He had reached his conclusion
reluctantly.

Mr. Noll slressed thal he personally had approsched this problem

The Prime Mipister copncluded that CAA should be allowed to go ahesd
with procurement from Westlnghouse, and that the matter would not

Feiqulire further discussion in 8 Cabinet Committes. She askod the
secretaries of state for Trade and Industry to provide her witﬁ?%acaﬂsary
background material to explain the Govermmentlt's position. The public
explanation would need to concentrate on the safety risk of rejecting

the option of purchasing exiseting cquipment in favour of eguipment

which did not vet exist.

The meeting concluded at 0930 hours.

Y
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10 DOWNING STREET

From the Private Secrelary 17 Juhuary 1230

I am writing on behalf of the Prime
WMnister to acknowladge vour letter of
17 January, about the radar reguirements
of the Civil Aviation Authorily.

1 will of courase bring this Lo the
Prime Minizter's attenlklon at once, and a
reply will be sent to you a5 soon as posslble.

Hir John Clark
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10 DOWNING STREET

From the Private Secretary 17 January 1980

I wrote to you earlier today about the
decision reached this morning on the Government's
ptiituds to the Kational Air Traffic Services
Radar Raplacemncol Programme.

I now enclogse & copy of & letter to the
FPrime Minister from Sir John Clarvk. I would
be grateful if wvou could arrange for a drall
réenly to this letter to reach us at the same time
as the draft reply to Lord Nelson,

I am zending & copy of this letter and
cnelosure to fan Ellison (Department of Industry)
and David Jonee (Minietry ol Defance).

Stuart Hampson, Esg.,
Department of Trade
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22 January ‘1980

Stugrt Hump on Bsg

Private Secretary to the
cecretary of State for Trede
Depertment of Trade

1 Victoria Street

London SW

ﬁ:mf Qﬁw—

NATE RADAH REFLACEMENT FROGRAMIE

Mike Pattigon wroteto youa on 1) Jaovary to gay the FPrime
Minigter had reluctantly agreed Thet the Government should
not intervene further in the CAL procurement decision. My
Sacretary of Btate Together Hlth ' Tebbit, proposes to mnnt
Tord Nelgon aﬂﬂ Frank Chorley {in ths ahaeuuﬁ of 8ir John
Clarke abroad) on 24 January when he intends to cxpqun the
Governmant 's ﬁﬁﬂltlﬁﬂ to ﬁhﬂﬂ. This will, u? course, gtill
leave it open to 31&355% and Msrconi themselves to make a
final attempt to coovince the CAA of the merits of their case
sghould they so wish,

Lord Helgon followed up his letter of 271 Nowvember to the

FPrime Minister, in which he complained of unegqusl treatment

for the two UK companies in the ?cndﬁrinF process, With a
furthar letfer on 18 Decemher. No subgtantive reply has been
gent to this secornd letter snd Pattison hae asked for a draft.
In view of the meeting which my Becretary of Stete gand Mr Tebbit
ara to hold this week it is not reaslly bﬁPFFPFlH+P to zend such
5 Hpﬁl? to Lord Nelson in sdvance af the meseting.

1 understend that Hilsry Whitsker and John Thynne are already
in teuch about the preparation of sgreed background material
which will enable the Prime Minigter to deal with parliasmentary
and other enguiries about this case.

I gm cop¥ing this letter Go Mike Pattison at No 10

%::u s
L rnns Eu

CATHERTNE EBELL
E:ivate Becratary




.Tna Rt, Hon, Mrs, Maroaret Thotcher M.P.
competition in their home market from UK companies, It is
inconceivable that the US Federal Aviation Authority would
consider the purchose of British radars. however good their
performance. to meet its requirements, Indeed, no British company
was even invited to tender for the ARSR3 development ogainst
which the Westinghouse equipment., currently on offer to the
Civil Aviation Authority wos developed, The Tull development
cost of this equipment was directly funded by the FAA and some
27 radars subsequently purchased,

From the UK industry's point of view. the most damaging aspect

of 0 decision to purchase a forelan equipment to meet UK government
strategic reguirements is the effect on overseas customers’
confidence in our competence and capability, We are currently
bidding agoinst Westinghouse In Gatar where we belleve our
competitive position to be good, It is our understandlng. however,
that the British Ambassador has recently signalled his concern

that Westinghouse are claiming in the territory that the UK
government themselves now prefer Westinghouse eaquipment to elther
Plessey or Marconi.

Other major UK procurement programmes for military radar are In

the course of consideration and these also must be seen to be

ot risk from Americon competition. An odverse declsion. based upon
short term price odvantages. could hove an even gredter domaging
effect upon our export credibility, The radar industry has exported
more than E250M worth of equipment during the past three vears and
its order book now stands at E300M, It Is difficult to belleve
that vour Government would wish to put this significant and expanding
source of UK wealth at risk,

Apart from this, the continulng success of high-technology companies
must be an important source of medium and long term employment

in the United Kinadom. In gddition. they encourage the development
of the engineering ond production skills which Great Britain so badly




GFFICE OF THE CHAIRMAN THE PLEBGEY COMFPFARY LIMITED
AND CHIEF EXECUTIVE MILLBANK TOWER LR B T35
BIR JOHN CLARKE awiP 44r

17th Jonuary, 1980,

The Rt, Hon, Mrs, Margaret Thatcher
10 Downing Street.
Lﬂndﬂnl Slwll

\t:ul ?\;ﬂ—.q. L‘th.",’ﬁr]l'

CIVIL AVIATION AUTHORITY - Raodar Requirements

Lord Nelson has already written to you on the subject of
replacement rodars for the Civil Aviation Authority, 1 belleve
this to be a matter of such ¢ritical importance to the well
being of British, high-technology, industry that I must add

my own point of view,

While the CAA declslon Is 1mportant in its own right, the
precedent which it will establish if a forelgn purchase

is made, will be even more far reaching, We have seen. over

the past few vears a steady erosion of Britain's position

In @ number of important export markets and, so far as the
electronics industry is concerned, we dre beginning to suffer
increasingly from competition by Americon componies who not

only enjoy a significant currency advantoge now, but are strongly
supparted by molor government procurement programmes, Access to
these programmes., particularly where they are seen to be of
strategic importance to the United Stotes, is not extended to
foreign suppliers - regardless of the "two way street”,

The outcome of this s that US suppliers are able to offer
hlahly competitive bids in world markets wlthout risk of

TELEFHOHE cy-pis BEdd Oiresinms: Sir Johm Clare, Mienps] Siark CRE. W 0 Calziel, B 7 Masdan, W 0 Hinekeenese (T84
FACEIMILE  0u- @25 A4 Lard Brockes. F K Thoriey, F J Fislding a & Frame, O C Oaot CBE, 2ir Rarmomd Fenoock,
ELEX HTRED O H Biches. T & F Aogers. Sir Francls Soandlands CEE.

Arglmered = Tnglanid & Wales of Vieroge Lone, Qied. Emex T 440 Hember 203842




10 DOWNING STREET

PRIME MINISTER

S1ir John Clark hos now
Joined Lord Nelson in
making representotions
to vou about the CAA
ragar purchase, =—

I have asked Sir Kelth
Jozeph's office to let
you have a dralt reply
Tt this one as well as
to Lord Belson's.

/A

e

17 January 1080




THE GENERAL ELECTHRIC COMPANY LIMITED
1 STANHOFFE FATE - LONDON Wila 10H

M-dBE A4E-F

TREW THE UHALLEMAN

dlet JTanuary 1980

o b lue

CIVIL AVIATICN AUTHORITY - RADAR REQUIREMENTS

I think the Prime Minlzter would like to: see the
attached latter, which I have today sent to 8ir Kelth Joseph

on the above,

e i
L\u_,

M.A. Pattison, Esqg.,
Private Secretary,

10 Downing Street,
London, SWl,

ERGHTERID IN TNGLAND Fo. 67807 < EDGISTIRID CPPODOE! T STANIDOHT GATYE, LOHINIE




The REt. Hon. Mrs. Marparel Thatcher, MP.

It is fully recognisaed that the vital lssue of supporting

Eritish technology 1 a matter of great compleXity bearing in

mind the autonomy 0f agthorities such as the MOD, CAA, Cable

and Wirelegs, the CEGE, the British Post Office and =0 on who

have beoen delegated monopoly use of Her Majesty's purchasing
power in carrying out thelr individual mandates. In cases where
their mandate does not co-incide with the overall interests of the
Nation, the legal, economic and technical arpguments must

become immensely complex - if all sides of the argument are

to be properly examinad. I must observe from bhitter experience
that these arguments, so0 precious to us, are congidered irrelevant
in the minds of our competition who have one main objective which
ia to "buy French" or "buy American" in the interests of their
nationsl economies.

In ¢closing, we ask not for feather bedding bul merely for the
game degree of support at home that is enjoyed by our great
international competitors, Other similar cases involwving far
preater suma than this one will certainly be coming up over Lhe
next: twelve to eighteen months and we only hope that the CAA
experience will stand us all in good stead.
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The Rt. Han. Mrs. Margaret Thatcher, MP.
10 Downing sStreet,
LONDON SW1. dlsi January 15980

b P R SRR

CIVIL AVIATION AUTHORITY - RADAR REQUIREMENTS

-

I am replyving 1o your letter of EEth,JﬁEuary addreszed to my
brother John, who is en route for Australia at this time.

Naturally, we are deeply disappointed at the news which

8ir Keith Joseph gave us last week and we must pluce on record
that we disagree with the CAA view; nevertheless we weloome
the opportunizy to discuss the details of the Authoerity's
decision 1n as constructive a way as possible, ¥e alac Llook
forward to further discusslion on thelr fulbture reguirements.

May I take this opportunity to express sincere thanks to the
Department of Industry whose Ministers, 8ir Keith Joseph ang

Lord Trenchard o feirly examined and presented the case, a&s
indeed did John Nott. Be are also most prateful lfor the

careful analysis our propogals received by the Ministry of Delence
arnd Lord Stratheono 1n particular.

I eannat help reflecting however, that the concept of an
American Tadar contralling the traffic af Heathrow, the main
alrport of the country that invented radar and has done Such

a wonderful job of dewveloplng it ever since, totally negates the
great achisvements and unparalleled reputation of the British
Fadar industry in worid markets, Cen you lmapgxng The Srooch
installing an American radar at Le Bourget or Charles de Gaulle 7
Or the Americains installing & Freanch radar at Kennedy 7

No, it seems to me that the UK is unilgue in the field of modern
technology in that we alone in the company of America, France,
Cermany, Italy, and Japan arc willing to support our competitors
at our own cxpense.

R
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10 DOWNING STREET

From the Frivate Secretary 91 Januacy 1980

1l encleose Lord Nelson's response to the
Prime Minister's letter of 25 Jaruary about
the Civil Aviation Authority radsar requirements.

I have sent a brief acknowledgement and
the Prime Minister sees no need for a detalled
reaponse,

I #am sendiss copies of this letter and
enclosure to Ian B son (Depattoment of
Il'll'lllE-J'.-]‘“_‘.-‘:l, Dawid s (Tord Stratheons's
Office, Minilstry of Defence) asnd David ¥redlaht
(Cabipnet Office),

H.¥W. Bartlett, Esg.,
Department of Trade.




B

he saw the desirability of this and was prepared to see what mlght be
done. He agreed that joint masetinge between ourselves and the CAA
take place immediately ior this purposa and to produce some jdea of
the sums of money ilnvolved. He made clear to us, however, thai
we could not lock to the CAA for the funding of such 2 programma.

I told &ir Nigel I would be letting you know the outcome of our
talk and he agreed that ! should mention to you this question of loag-
term funding of equipment development. [ bellave thers 18 an lmportant
principle here, namely that to ensure that the equlpment needs of 2 vital
pervice such as alr traiilc gontrol can be met [rom LK sources theds
must be a long=term development programme far tha proving of suliable
equipment. Appiopriate funds would obviously have to be lound for
this and steps taken (O aensure the eguipment wa s suttable lor both
home and export markets. If is apparent that under the present financial
arrangements the CAA, although intimately concerned with the spaclilcation
and operational requiremant, could not fund such a Programmne.

1 believe this is something which should be sxamined immediately.
possibly between the Department of Industry, the Ministry of Defenca,
the companies concerned and the CAA. If you agrea this, could the DOI
get up such study at an sarly data so that something can be established
before the CAA announcement?

F
YOS piraT,

ZECRGE

The Rt.Hon. Eir Kelth Joseph, MP.,
Becretary of Gtate for Industry,
Department of [ndustry,

Ashdown House,

123 Victocla Stieet, London, SWILE GRB.




Copy sant to Sir N.Foulkes o,t, 5ir Robert Telford
Mr. J. Butherland
it John i::_lar{-:

3let January 1860

Cear Kelith,

CIVIL AVIATION AUTHORITY - RALAR REQUIREMENTS.

As promisec at our meeting, Mr. Checley and [ called on Bir
Nigel Foulkes and his colleagues &t the CAA yestarday afterncon.

It was clear there was nothing we could do in relatlon to the
CAR'e decleion to purchase the equipments for the five Lnstallations
required for thelr Southemn System. Bir Nigel sald thie decision
wag taken and thera wae no guestlion of It belng altered.

We had a long discussion on why, ln spite of everybody
apparently wishing to buy Britiah, we had amrived et this situation
and what might be done to mitigete the damage which this decision
eould do to the industry's future - in pacticular ite export prospects.
We naturslly stressed the importance to overseas sales of having
British equipment demonstrated sg proven in service on our own home
system and Sir Nigel recognised this. There was 3 general concluglon
that the present situstion could only be avaided in the future LI, as In
delence and other equipment, appropriaté loag-term equipment develop-
ment and trial installation programmes were initlated at the lght tUme,
This had not happened (n this case - hence the present slivetion.

In order to reduce to a minimum the damsge of the ennouncement
of a forelgn purchase, Sir Nigel undertcok that the CAA would emphasise
that ts declsion wae dictated by the short time factors lavolved and did
not arise (rom a lack of conlidence in the ability of the British Ladustry
to meet the needs of a modam air traffic conuol system. ‘We asked
that It should also be sccompaniad by & strong statement (ndicatlng an
intshtion to purchase future equipments for the Northern Eystem from
Britlsh sources and that for this purpose CAA Intended 1o Lnstall an
initial aquipment for testing and triels. Gir Nigel indicated to us that

1."“‘!!!1'




& February 1080

I am writing on behalf of the
Prime Minister to acknowledge your letter
of 31 January about the Civil Aviation
Authority's radar requirements.

I will of course bring this to the
Prime Minister's atteaotion immediately.

Michael Clark, Esq., C.B.E.




v 'ebruary 1580

Michael Clark has now responded on behnlf of Plessey
to the Prime Minister's letter of 25 January about the
Governpent's position on Civil Aviation Authority radar
requirsments. I enclose a copy of his letter,

I have sent u brief scknowledgement. The Prime

Hinister does not propose to send a further reply.

I am sending copies of this letter and enclosure to
Ian Ellison {(Department of Industry), David Jones (Lord
dtrathcona's Office, MOD), Martin Hall (EM Treasury) and
David Wright (Cabinet Office).

Hugh Bartlett, Esqg.,
Department of Trade.
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THE PRIME MINISFER T Februgry 1980

0

Thank you for your letter of 29 January about the Clvil Aviation
Authority's procurement of radar eguipment,

L~

The Government has given careful consideration to this matter,
¥Yhile it dogs pot wish to sase damage caused to the prospects of the
British heavy radar industry, it nevertheless rveapacts the right of
the CAS to fTake a decisicn whnich ig within its conpetencs snd for which
it will be answerable to the alrlipnes who pay for its services, lhe
Government does not congider ftself antitled to osvwerrule the judgemend
af the CAA in thig matter,

I am assured that the CAA wishes to buy British equipment whenewve:s
possible. Arrangements are being made to ensure that the British
industry is fully informed of futurs requirements, so that it can
undertake pny necessary development work inm good time.

%
r .
‘ E"‘-.L,_}_,.-'..-‘!‘{
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Stephen Rossz Ezg WP
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PRIME MINISTER

Radars for the Ciwvil Aviation Authority

Yoo will wish Lo see the letter below {(flagp A) from Sir Robert
Armstrong reporting a telephone coonversation with 3ir Arnold Welnstock
about the sage of the CAA's choice of radars.

There is no doubt that Sir Arnald ¥Weinstock has a point when he
somplains that the Government and nationallised industries oflen ask for

the development of equipment to very high standards and then chznge

their minds and buy foreign. 1t was with just this in mind that in your

reply of 35 January Lo Lord Nelson you told him that the CAs had been
made aware of the importance of developing a gspecification for their

next requirement for radar or other equipment which would have sales

praspects overseas and that you looked to the companilos concerned To

pursue this guestion with the CAA. At flag B is a copy of a letler I Foim
Lord Nelson to Sir Xeith Joscph reporting that he has now met 3ir Nigel
Foulkes to follow up your suggestion that the companies and the CA4
should get together.

You. 8ir Keith Joseph and Mr Nott have now gone 10tO the issue

4

of the CAA's present purchase of radars in considerable depth, and
1 am sure that, notwithstanding what Sir Arnold Weinstock says, you will

not wish to re-open the matter. Do you AEres ) mf\—l-li J

A

1 February 1980




I DOWNING STREET

PRIME MINISTER

Here iz Mlechael Clark's
response to vour letter to
hiz brother (Plessey's)
about the Civil Aviaticn
Radar .

Agree, a= in the case of
Lord Nelson, not to reply?

4 February 1980




10 DOWNING STREET

From the Principal Frivate Sseretary 4 February 1980

Badars for the Civil Aviatioh Authority

Thank you for yvour letter of 30 January 13850 about your
telephone conversation with Sir Arnold Weinstoek about the
Civlil Aviation Authority's purchase of radars. I have shown the
letter to the Prime Minlister.

The Prime Minister accepts that 8ir Arnold Weinstock may have
a point when he complains that Government Departments and nationalised
industries often ask industry to develop equipment to very hish
standards and then change their minds and buy sbhroad. Tt was in order
to prevent this kind of thing happening that the Prime Minister told
Lord Nelzson in her reply of 25 January to him that the CAA bhad been
made aware of the importance of developing a specification for their
next requirement for radar or other equipment whieh would have sales
prospocts overseas and that she looked to the companies concerned to
pursue this matter with the CAA. The Prime Minister has now heard
from Lord Nelson that he has met Sir Nigel Foulkes to follow up her
suggestion that the companies and the CAA should get together. The
Prime Minister feels that she and the SBecretaries of State for Industry
and Trade have now gone into the lssue of the CAAMs present purchase of
radars in considerable depth and she does not propose to re—open the
matter.

1 am sending copies of this letter to John Wigglns, Ian Ellison
and Stuart Hampson.

Eir Robert Armstrong, ECB CVO




10 DOWNING STREET

THE FRIME MINISTER 25 January 1980

@u. J:-L' jﬂL"ﬂ

Thank yvou for your letter of 17 January.

The Covarpment has gilven cuireful conslderation to fthe iznsues

raiged in the ease., Op the one hand we do nol wish the export

prospects of the British heavy radar ipdustry to be damaged by a
procurement decision by a public authority in this country. On

the other, we must respect Lhe right of the Civil Aviation Authority
to take a decision which is within its competence and for which it
will be answerable to airlines and to the public who pay for its

sarvices.

Sir Eeith Joseph and Mr, John Nott have personally ensured
that the Chairman of the Civil Aviallon Authority was fully aware
of the national interests which are involved in this case.

Sir Nigel Foulkes has assured them that he and the other members

of the Authority had been consclous of these interests, and would
have preferred to order the aquipment for the project in this
country had they felt this to be consistent with thedr duty.

I understand that Sir Keith Joseph has now informed you aad

Lord Nelson that the Government did not consider ltself entitled

to overrule the judgement of the Civil Aviatlion Authority on &
matter of procurement which could have far-reaching effects upon

the security of the air traffiec control system in the period 18B82-84,

Jwith all that




entitlod to overrula the judgement of the Civil Aviation Authority
on & matier of procurement which could have far—ruaﬁhing effects
upon the security of the air traffic control system in the pariod
1982-84, with all that that implies of delays to traffic and
possible danger to alrcrait in flight at the moment of a breakdown

in servicea, A

The Government 1s anxious to ensure that the Civil Aviation
Authority's choice on this occcasion of forelgn-made equilpment
shall cause as little damage as possible to the reputatlon ol the
British industry; and that on the next ceccasion when primary radar
ot other equipment is wanted the industry shall be 1n the beat
possible position to secure the order. With the first of these
objectsz in view arrangemenis are being nade for the Authority's
decision to be explained by reference to the particular nature
of the techpnical reguirements and the need Lo LukﬂladvanL&ge ol

gXi1s5ting proven equipment in ordaer to replaca the radars in south-

east England as guickly as pnszible. As to the second, the
Authority have heen made aware of the importance of developing =
specification for equipment which will have sales prospects

overseas, and I look to the companies to pursuse this gueation with

the Authority.

%V/;l”“

—

Lord Nelson of Stafford
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10 DOWNING STREET

THE PRIME MINISTER 25 Japuary 19870

'|
" j{,uw Lord (PYZER ,

CIVIL AVIATION AUTHORITY - RADAR HEQUIREMENTS

I am now able to send a subsiantive reply to your letter

of 21 Noverber 1878 and yvour further letter of 18 December.

The Government haz given carefunl consideration to the
igsues rajzsed In the case, On the ona hand we do not wish the
export prospects of the British heavy radar industry to bea
damaged by & procurement declsion by a publie authority in this
country. On the other, we must respect the right of the Ciwil
Aviation Authority to [ake a decision which is witkin 1ts
compatence and for which 1t will be answarsble to airlines and

to the public who pay for its sServices,

Sir Keith Joseph and Mr John Nott have personially ensurad
that the Chairman of the Civil Aviation Authority was fully
awegre of the nmaticonal interests whiech are involved in this casa.
8ir Nigel Foulkes has assured them that he and the other members
of the Authority had been conscious of these interests, and would
have preferred to order Lhe eguipment for the project in this
country had they felt this to be consistent with thelr duty.
I understand that Sir Keith Joseph has now Informed you and

Mr, Frank Chorley that the Government did not consider itself

Jentitled to
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CIVIL AVIATION AUTHORITY RADAR REQUIREMENTS

Thank you for your two lettsrs to Btuart Hampson on 17 January
concerning ths CAA Redar Heguirements.

I atbtoch g dralt letter for the Frime Minister to send to Lord Nelson
snd Sir John Clark after Sir Keith Joseph end Mr Tebbit have spoken
to Lord Nelgon and Mr Chorley on Thursday.

I enclose also background briefing material comprising:-
1 a copy of section 28 of the Civil Aviationm Act 1991
a copy of the directions given under section 28(2);

& a note prepared oy officisls for the two LDecretaries of
otate before their meeting with Sir Nigel Foulkss;

4 an extract from a brief prepared for Mr Nott.

Enclosure Humber 3 is sgreed common ground and with the extra detasil
from Number 4 should enable general enquiries to be answered. Gpecific
enguiries on the =ffect upon British industry would probably be best
referred to the Department of Industry.

The money to psy for the CAA's share of the project (still Lo be
determined but probably 70%) comes ultimately from users of air
transport, through navigation service chargas. The CGAA have not
yet settled terms with Westinghouse for all aspects of the procurement.

dm cn* ing fﬂlg lF ter end enclosurcs to lan Ellisaon (Department of
£n afd b mand ?Hlﬂg stry of Defence). D

S iy
/&LjL (A ok
E W BARTLETT

Private Secretary




PRIIE (GINISTEL

Tou have vet to reply to letters from
Lord Nelson and Sir John Clark zbout the
i . 1 e I 1 - - | - B .
Civil Awiation :'EI.E&U#_L'-: Radar purchase,
Sir Ecith J.’J-F':l!’-?]ﬂll{'i'u"ill be seeing representatives
of GEC and Flessey today, and I attach drafts
tor your sighnature which will follow up their
perscnal explznation, if you are content with
then,

Lord Helson's two letters, with draft
reply, are gt Flag A, 8ir John Olark's letter
and draft at Flag B, and a note by departments

summarising the i=ssues is at Flag C.

T

24 January 1080




with all that that implies of delays to traffic and possible danger

to aircraft in flight at the moment of a breakdown in service,

The Government l= anxXious to ensure that the Civil Aviation
Anthority's choice on this occasion of foreign-mads equipment shall
cause as little damage as posaible to the reputation of the British
industry; aznd that on ithe next ocgasion when primary radsr or other
ggquipnent ls wanted the industry shall be in the best poszible
position to secure the order. With Lhe f[lrsL of these objecis
in view arrangementa are being made for the Aathority's decision
to be explained by reference to the particular nature of the
tachnical reguirements and the naed Lo take advantage of existing
proven equipment in order to replace the radars in south-east et
England as guickly as possible. AsS to the second, the Authority
hava been made awarc of the importance of developling a specification
for equipment which will have sples progpects oversoas; ond I look

to the companies tg pursue this guestion with the Authority.

Sir Johp Clark




10 DOWNING STREET

PRIME MINISTER

Here is laord NHelson's
response to your letiter about
the Civil Aviation radar,

In the clroumstances, it
is not an ungracious response,
Eiven the great disappolntment
which must hawve baan [ell over
Lthe Government's decision not

Lo intervene,

I ses no advantage in

extending the correspondence,

/1

28 Januasry 1880
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CABINET OFFICE
7o Whitehall. London swia zas  Telephone or-29g 851g

From the Secretary of the Cabiner: Sir Robert Armstrong ®on ovo

30th January, 1980
Ref. AQ1272

Near lie,

Sir Arnold Weinstock rang this morning abogt the 11=.1:tér which
Lord Melsen had sent to the Prime Mirnister about the Civil Aviation
Aunthority's purchase ol radars.

Sir Arnold Weinatock said in passing that the Prime Minister's
letter had said that, bocause safety was involved, it was important to the
CAA to have a aystem, the delivery of which could be puaranteed, and
which had been proved in service. 8ir Arnold Weinstock thoupht that the
syatem that the CAA proposed to acquire met neither of these criteria.

The important gquestion in Lord Nelson's letter, which he feared

might have been obscured by the length of it, was how DBritish mamifacturers
were to meet the requirement of "proof in service” if the British Government
customer did not buy it. He had seen this experience over and over again.
The Dritish manufacturer developed a piece of equipment or a system to
complicated and demanding specifications laid down by a British Government
or nationalised industry purchaser, The apecifications weére such that no
other purchaser would be intercsted in the product. The manufacturer
designed the equipment or system to méet the specifications; and then the
British purchaser changed his mind and said that he no longer had the money
10 pay for the no doubt admirable eguipment developed by the Dritish
manufacturer, and would have to go overseas for something cheaper.

When British manyiatyrers fried to sell their goods abroad, they were very
handicapped if they had to admit that they were not able to sell them to their
own CGovernment at home. The important question, he repeated, was how
Britdsh manufacturers of this sort of equipment were to bhe able to offer
equipment which was "proved in service'" to overseas customers, unless

the relevant British authority was prepared to buy it.

[ am sending copies of this letter to John Wiggins, Ian Ellison and
Stuart Hampson.

C.A, Whitmore, Egqg.




As promised to Sir Keith and g8 suggested in your letter, we have
arranged to meet the CAR to zee what can be dons o mitigate the damage
this decision will do to this sector of our industry.

The Rt.Hon. Mrs. Margaret Thatcher, MP. .
FPrime Minister,

Downing Street;

London, SWl.




THE GENERAL ELECTRIC COMPANY LIMITED
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CIVIL AVIATL UTHORITY - RADAR REQUIREMENTS

29th January 1380

Thank vou for vour letter of January 25th regarding the above.
May I first of all say we all very much appreciate the trouble you
have taken to examine this problem since I first raised it with you
in November. We are also very appreciative of the time and thought
given to the matter by other Ministers.

The cutcome of all these discussions, as conveyed to us
personally by Bir Keith Joseph, is naturally a great dizappoinitment.
We find the CAA argument particularly disturbing, taklng lnto
consideration the findings, as we understard them, of the MOD team
who examined our proposals. Today much of the ordering of high
technology equipment 1s in the hands of monopoly state bodies and
if they all take the CAA view that their responsibilities dictate the

and employment growth through high technology. No forelgn customer
is going to buy British unprovan equipment, so I must ask you where
is our equipment 1o be proven if not with our national customers?

I assure vou that we, like the CAKR, are ourselves very conscious
of our responsibilities for the security and reliability of any alr traffic
contral svstem which we ingstall and [ think this has been clearly
demonstrated by the service which we have gliven to the CAA and to
other organisations around the world, We have even on occasions
helpaed the CAA to meeat their responsibilities by taking extraordinary
measures to meet particular needs when they arose - for example, our
equiping of Sumburgh over a twenty-four week period to meet an
unexpected bulld=-up of air traffic in the Aberdeen area. It is in this
context and with this knowledge that we pressed to be entrusted with
this work.

2 ik

FECXTIINAT: TH FROTANT M0, {7107 BECTTERED OFEICHE! 1 STARHUFE GATE, LEDSTHIN




20 January 1880

I am writing oo behalf of the
Frime Minlster to thank you for your
further letter of 29 January about

the Civil Aviation Authority's radar
requirements.

I will of course bring thie to
oer attention lmmediately.

Lord Neleon of Stafford
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10 DOWNING STREET

THE PRIME MINISTER 17 December 1970

Lord Mela o

You wrobe Lo me on 21 November aboul the Civil Awviation
Authority'e radar requirements.
A= vou know, & study is now in hand.on these matters, and

I cannol zay what the outcoma will be. L can, of CouTse, BEESSUTre

1
vau that the Government will take carefully into account the

importance of maiotaining & competitive electronice 1lndustry
a8 well 'ag the statutory powers of the Civil Aviotion Authority,
the constraint of tThelr replacement timescale and the need to
Eeep public ezxpenditure to 3 minimum.

¥You ralsed one point, however, which I have already eanguired
about. I am told that the British group were given the same
opportunity as foreipn coppaniss to tender for departures from
the full specification; i1f thizg i3 so,; both British and foreign

competitors would appear to be on the same footing.

The Lord Kelson of Stafford




GENERAL ELECTRIC COMPANY LIMITED
1 STANHOPE GATE LONDON WIA LEH
0oL - &93 Sdda

FIGM THE CHAIRMAN

18th December 19759

Bty
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CIVIL AVIATION AUTHORITY — RADAR REQUIREMENTS

Thank wou for your letter of the 17th December. I am most
grateful for the trouble you have taken to have this matier re—
axaminsd.

In your last paragraph you say you have been told that "the
British group were given the same opporiunity as loreign companies
to tender for departures from the full specificatien." Yes, it can
be sald we were given the opportunity to quote when the foreigners
were brought in in December 1978 but, as so often, this is only
half the story. The acceptance of departures from full specification
at that date enabled the foreigners to put forward non-compliant
but established equipment which they had developed and put into
service over the previous five-year period during which the UK effort
had been devoted to meeting the full CAA specification. We were
not, therefore, in the same position and this was the basis of our

complaint.

I am glad the matter is being locked at agaln and I hope that
this new study will produce an answer satistactory to all parties
and meeting the criteria outlined in your second paragraph.

Tha Rt.Hon. Mrs. Margarct 'l'llhat::her, MP. .
The Prime Minlster, '

10 Downing Street,

London, 8Wl.

ABEITIEID 1M ENGLAND BD. 6730 - IDGSTERED C0FIEED §OSTANNCO GATL, Loknims




propesals "which you eonsider may achieve an optimum balance
of cost, performance and' timescale to the requirements".

CAL engineers spent a great deal of time asgigting Marconi

formilate their proposed cptions, and indeed prompted the

preparation of the more reslistie slternatives. Unfortunately
even these nptiﬂns do not compete in timesesle and cost with
the leading foreign contenders and for which the major system
elements have established production and commissioning times

snd more importantly proven in service relisbility.
¥

(= For the past five years, the Authority staff have taken
all reasonable steps to enccurage Marconi,/Flessey into
making proposals which meets its operational needs. However
the CAA/FNATS must give priority to solutions which offer the
best possibility of meeting the CAA responsibilities for
ensuring that the contiouity of air traffiec services is
achieved as cost effectively as possible. It is with regret
that we judge that Flessey and Marconi have been overtsken

by a foreign manufacturer in meeting these objectives.




10 DOWNING STREET

Frow the Private Secrelary Fk ;Vﬁ- 10 December 1879

¥e have spoken geveral times about the letter of 21 Novembsr
from the Chairman of GEC 1o the Prime MHinlster, in-connection
vith a tender for radar equipment for the CAA,

Ve sgpreed that an interim reply was necessary, 1n view of
the risk that final deecisions arising from the prosent review
might not he reached until after Christmas,

The Prime Minister hss now seen the draft enclosed with
your leftter to me aof 4 December, ghe has commented that the
gpecification point is a very wvallid one, and she wishes 1o make
gome raference to this in her interim repliy.

I would ba grateful if you eould reconsider the draft, ond
lat me Fove one covering this point by Thursday 13 Decormhor,

I.W. Bartlett, Esq.,
Department. of Trade.




DEAFT LETTER FOE THE PRIME MINISTER'S SIGNATURL

ITord Helson of &tafford

I'he Genersl Electric Company Lid
1 Stanhops Gate

London WA “1EIH

You wrote o me on 27 Bowvember about the Uivil Aviation

nuthority's redsr reguirements.

You

at this stage, before tne proposed sbtudy has been

completed, I cannot say. whiat the outcome will

Government will of courge have regard t¢ the impo

of mairtaining g compatitive electfronics industry,

¥

well as to the statutory powsrs of

-

The

rLance

a5

the CGiyil Aviation

Authority, the congtraint of their replacement timescale,

snd the meed $0 minimise public expenditure.

There is one point in your letter, howeéver, which I must

not let pass/withountb comments.

I sm informed that

tha

British group were given Lhie ssme opportunity as foreign

companieq/ to tender for departures from the

=g

apeall this would seem to have

as their competitors.

British

group are at a disadvantage 1t 13 1n Dot having already

developed, for whatever resson, a long-renge primary red

foar civil air traffic.
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Thank you for your letter of 10 December requesting
a further draft reply to Lord Nelson's letter of
2 Newvember to the Prime Miniaster about the radar

requiremsnts of the (hl.

I encloes & dreft which takes acaount

1o o
Minigter's ater o €l
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features which depend upon the early availability of the new
radars in order that air traffic can continue to be safely
and expeditiously hondled in the south east of Epgland in

the 1980z,

! On the Lechnical aspects, it is interesting to read

in the report of the experience of the RSRE team when
visiting the British companies. Remarks like those in 2.
("Our visit to Plessey was disappointing as little of

the infnrmatiuP requested was actually produced, despite
pointed questiﬁning."] and 3.7.1 ("Flessey did not produce
any evidence of how the software loading figures were
evaluated- or any clear ideas on how the software and datse
would be structured, despite repeated guestioning snd having
been forewarned of this request. It was very apparent that
1little though has been put into reflection detectiocn."), and
3.7-2 ("Plesseys were not clear as to how the load would be
gplit between hardware and software. They stated that they

had already some experience with this mieroprocesscr for

a Navy project. We were disappointed with the lack of

information ....."), 2ll highlight a certain disappointment
on the pert of the RERE team which certainly reflects CAA
experience with the firms over the last few years, and
emphaaiées the lack of credibility in important areas of the

Proposals and programme put forward by them.

5 Turning to financial aspects, it was not our understand-
ing that Dol were prepared to "bridge any gap that might
exist between the 4/2 proposal and the best foreign bid".

It is understood that Lord Trenchard would require notice of




Comments on Lord Stratheona's letter (D/Min/ES/6/6 of

14 December 1979) related to lMoD {(PE) Report (ALD/SLR1/5/51
dated 11 December 1979)

1 It is agreed that the MoD (FE) study has been done
in the time available; but 1t 1s hardly surprising

the Report calls itself "somewhat superficial”.

2 I'Om Aan nﬁ%ratinnal gervice polnt of view, implementa-
tion timescales are of overriding importance. The ochsolete
Type 82/84 radar systems have already had two extensions

of 1life to take them fhrough to 1932. When these
extensions were agreed it was clear thaet no techmical
assurance or guarantees could be given that these 1950s-
vintage radars would be able to maintain an uninterrupted
service since many component parts were no longer being
mamufactured or available as spares. The lalest extensions
to 1984 must retain the foregoing caveats to an even greater
degree and whilst it will be possible - at a price -
"extend the service life of these radars", no-one isg
position to say that contiouity of serviee until the

of 1984 ", ... is now assured .....". And it is continuity

of service that is required in the demanding East-North East-

girspace currently served by these radars.

A Further, as the RSRE report inﬁicates in its conclusion,
the CAA/NATE timescales are hot only constraimed by the
servicesbility of the Type B2/84 radars. The LATCC

development programme and Stanstead are equaelly important




The CAA s responsible for judging the soundness of the NATS
engineers’ judgement and the credibility of the contract arrange-
ments, The Department of Trade is responsible for sanctioning
the public money. It has looked at times in recent weeks as if

other Ministries were proposing to do our respective jobs for us
- or, at least, to audit our competence,

The CAA will be held responsible, and rightly so, for the quality

of the ecivil ATC services in the years ahead, Lives, as well

as cost and convenience, are at stake in our business. If we

pick the wrong equipment it will not be the Departments of Defence,
Industry or Treasury which will face the future music. I will be
the CAA Board. With respect to all those who are so keen that we
should buy British I_f'ﬂ'mst ingist that we are the only body which will
have to account to the Government and to the travelling public if we
make the wrong decision. It does concentrate the mind wonderfully.

Lord Strathecona, in his letter to Norman Tebbit of 14th December, says
that he iz "confident that we have established that a British or mainly British
gsolution is practicable with virtually no development risk well within the
extended life of the current radars." He hopes, therefore that the CAA will
now see their way clear to negotiate a contract with the British firms.

I have attached to this letter a brief commentary on Lord Stratheona's
letter and on the MOD(PE) report on the Marconi /Plessey offers, The

Civil Aviation Authority sees no reason to change its decision in favour of
Westinghouse,

I have also attached an ouiline of the relationship between NATS and the
British manufacturers over recent years. I fear that it is patriotism which
has cost us so much lost time. If NATS have erred it is not in being unfair
to the British companies, it is in bending so [ar backwards to help them win -
first without any foreign competition and [inally with it,

As you know, my life has been spent in British industry, mueh of it in
engineering. T hate to see this part of the contract go abroad but the CAA
and NATS simply cannot afford the risks involved in keeping it at home.

Yours sincerely,

Nigel Foulkes,




necessary and signal processing is now seen as s timescale

risk area.

lord Helson elaims that the British group "devoted itgelf
for five years to meeting the CAA's specéficatinn“. Tet,
in Beptember 1978, at the end of 2 20 week tender period
extended at their request, Plessey/Marconi were able

to submit only an outline proposal with a budgetary cost

egstimate. The faets are of course that it was not until mid-

o 2 .
1978 that there was any serious collaboration between the two

companies on formulation of a joint propossl and it was
unfortunatdly only too evident from their tender submission
that the work on an overall system design was in a very
early stage. Indeed as the RERE report indicates, even now
some deslgn areas have not been subject to proper analysis

by Flessey.

S The Flessey and Marconi claim that they were put at a
disadvantage with respect to their foreign competitors when
the specification wes relaxzed in the second tender is
refuted by the ESRE findings. These ghow that the only
Marconi /Plessey option that even approaches the required
timeseale is one that:is ,admissable because of the relaxation
offered by the CAA; the firmsg opltion in strict conformance
with the specification being considered by ESEE to have
unacceptable development risks. The facts are that it

was becausa of the comments made by Plessey and Marconi
during the first tender that the CAAL decided, not to alter

the specification, but to invite firms to submit alternative




Some Notes in Rebuttal of the Flessey and Marconi Claims of

Unfair Treatment by the CAA

i The assertions from Plessey and Marconi that they have
been unfairly trested by the CAA are absclutely contrary to
the facts. BSince the inception of the radar replacement
project, the CAL has sought to maintain the closest possible
liaison with t%ﬁ two companies and during the tenders Cald
stafl have Enné to very great lengthes in attempts to assist

them to formulate satisfactory proposals.

2 After the Qutline Hequirement was issued to the two firms
in November 1974 end during the formulation of the project
pPlan and equipment =pecifications, the CAA took the
initiative in many discussions and studies with the companies.
For exsmple, lMNarconi were invited to co-operate in = CAd
commissioned study with a firm of Cambridge consultant
engineers to establish the gpecification for the aerial
turning gear. Unfortunately in 1979 we find that in the
Marconi proposals the aerial turning gear is one of the

longest delivery items.

L]

A In another area; radar signal processing both companies
were encouraged to follow up work being done by Lincoln
Laboratories in the UB. 1In 1976, the CAA made arrangements
for teams from both firms to visit-thﬂ U5 and acted an an
intermediary in supplying the firms with design and test

data on thﬁs& developments. EBEut the firmg' developments con

radar signal processing have not proceeded at the pace




ths! proposal - and not least would like to know how much
is involved. Since Marconi/Plessey have only provided a
budgetary estimate for Option 4/2 so far, aond detailed
finanecial nepotiations would have to be undertaken before

a final fipure was clear, the substantial amount required to

bridge the gap cap-not be firmly petanlished.




THE GENERAL ELECTRIC COMPANY LIMITED

1 STANHOPE GATE LONIMIN WiA 1EH
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FORikH THP THAIPEAKW
Z2lst November 1974

CIVIL AVIATION AUTHORITY — BADAR REQUIREMENTS

[ am wrlting in connection with ihe proposed purchase by the
Civil Aviatlion Authority (CAA) of radar equipment for the modernisation
of the TTE Civil Alr Trafflc Control System.

Since 1374 discussions have been going on between ChA and
the two British suppliers in the field, GEC-Marconi ang Plessey.
Chh's technical staff set forth an oparational specification whic
they insisted they must have, no compromises or alternatives being

admissible, and GEC and Plessey, working together, have been
discussing with them how to meet it. That specification, as we
advised CAA, was very exacting, embodying requirements which no
existing design in the world could satisiy.

However, the British group did eventually evolve the means to

meet the specification and submitted an offer in September 1978,
ZAl decided that the price was toc high for their budget and the
delivery too long for thelr requirements. In December 1978 CAR
invited competitive bids from overseas suppliers. But this time, in
contrast to the demands so far made on Marconi/Plessey, they ce:

{-—- to insist on their original specification. Several foreign suppliers
Tesponded eagerly to this opportunity. They offered less sophisticated
put fully developed operational equipment, accepted and funded by their
own authorities, and therefore available at lower prices for relatively
early delivery. The British group, having for five years devoted itself
to meoting the CAA's original specification, was at a stroke placed at
asmrious disadvantage when that specilication was no longer mandatory.

Ei"lrlnrqn

RIGINITESD [ TROTAND X0, iny MECISTERED OFFICH: @ STARHUM GATS, LOWDDN
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From the Private Secretary 13 Novembar 1970

I am writing oa behalfl of the Prime
Minister to acknowledge vour letter of
=1 November, about the rudar reuiremsnts
of the Civil Aviation Authoriiv,

I will bring Lhis to tho Prime Minister's
attention immediately.

Lord Nelson of Stafford




PRIME MINISTER

—_——

The GEC Chairman writes to complain
That the Civil Aviation Authority have

Lreated British Eu;}_“::ller.-'_-;___::udl].' ovelr Lhe

proposed purchase of major new radar egquip-
=2
ment .

ent .

On the face of it, the Britlsh suppliers

have o wvalid case. Inigue specifications

h
wore laid down when they were invited to

bid, but dropped withoult notice when

oversesas suppliers were invited to submit

tenders after the British proups had spent
——_
geveral years developing packages to the

specificacion.

¥e will let you have 8 drafit reply.

24 November 1875







=g -

seen to be [irmly supported by its own domestic authorities and
can be demonstrated in service.,

I ask for vour support for our efforts to keep this business
in our country, and assure you that we and Plessey can meel
CAA's requircments for a new system at a fair price and to a
reasonable timescale. FPurthermore, untll that is inatalled, the
existing system will be kept in full working order and operalionally
reliable.

1 am sending a copy of this letter to the Secretaries of Slate
far Trade, Indusiry and Defence.

e Ry

K&M,@a{}/

The Rt. Hon. Mrs. Margaret Thatcher, MP.,
Prime Minister,

10 Downlog Street,

London, SWI.
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This action by the CAA repeats injudiclous and harmful
precedents which British industry has frequently sufferad over
the years at the hands of State-owned monopoly purchasers.
if we would not do as they told us, there would be no order.
if we did, the result would be too dear, too far off and usually
unsaleahle overseas. I suppose we ought to have known better
than to let the CAA dominate us in this matter. On the aother
hand, it is not very easy facing a poweriul monopolistic buyer
to answer the allagation of technological arrogance which
unfallingly follows any suggestion that he may not be entirely
right.

We hear that CAA has expressed the view “that British
industry had been given every opportunity to meet the CAA
requirement and had failed.” This statement, if it was indeed
made, is patently false.

The matter is of prime importance and we have therefore
raised it with your Becrotary of Btate for Trade, who iz rogponsible

for the CA&N, and with the Sccretarles of State for Defence and
Industry, both of whose interests are also involved, It has now
been agreed, following a meeting with these Departments, that a
declaion will be deferred for aboul two wesks while experionced
gtaff ef the Defence Procurement Executive, with the help of
R.8.R.E. Malvern re-examine the factors involved.

Radar has provided a major British technological ana export
success over the last twenty years. This success has been based
on our own privately funded research and development and on our
ability to identify and translate to our order books the requiremsants
of oustomers all round the world. The prospect that the present
CAA contract may be placed with a foreign supplier could be
extremely damaging to the future of the British radar industry.

The prospective world business for radar and assoclated civil and
military air traffic control svstems (which in many countries are
combined) will, over the next fow years, run into hundreds of
millions of pounds. It will be very difficult, if not absclutely
impossible, to sell British equipment in this market unless it is
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PATNISTRY OF CEFEMNCE
PAAIN BUILDING WHITEHALL LOMDON SWH1

Telophore MGameoaes 218 2111/3

4th Necembar 1979

MO 26/8/2

bﬂ—m 1'LL¢{«L

I have seen a copy of Hugh Bartlett's letter to you
today sbout the radar requirements of the Civil Aviation
Authority. I should emphasize that the study which is
currently being carried out at the Department of Trade's
request is being conducted under the supervision of the
Ministry of Defeunce and not just the Royal Signals
Besearch Establishment at Malvern,

I am copying this letter to Ian Ellison and Hugh
Bartlett,

=

) il

L&Mmﬁ }LMW_JL.?
i
S b bl s

{J D 5 DAWSON)
Private Secretary

M Pattison Esg
10 Downing Street




PRIME MINISTER

Lord Helson wrote to vou aboul CAA radar requirements.

There are significant differences of view between the
Secretaries of 8tate for Traﬁe,[IndustryfnuiueTEHET;nver fhe
merits of the issue. There 15 a review In hand, tofdetermine

whether GEC/Pleszey should now be allowed to tender heyvond the

deadline and whether they can genuinely meet the specifications,
b e |

The review will not deal with Lord Nelson's complaint that his

company was_led up the garden path by complex specifications

from & monopoly supplier, only £o be left stranded when the

supplier decided to settle for whatever off-the-ghelf squipment
could be found more cheaply. But I understand that CAA see the
case A5 one of a British supplier refumsing to take their
reguirement seriously, until threatened by the chill wind of

foreign competition,

In the eircumstances, &ny response you send now will have to

be interim and avoid prejudging the matter in any sense, The

review will be completed by 14 December, but decisions arising
from it could well be postponed into January.

Would you theraefore like to send an interim reply as attached?

7 December 1879




10 DOWNING STREET .
From the Privwtte Secratary 23 MNovember 1879
(CrirfeA l..'.
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The Chairman of GEC hazs el to your
of Btate his letter of Z1 November

to the Prime Minister, about the radar
ragulrsments ol the Clwil Authority.

I enclos: a further copy of Tefoergnoe.

Secreiary
Ariatlo
Lo aase

B -r-. |J.J:| .: .'|'I

'.I.l'-\: L L L
ster oz 1ol

thils conld Te TR D

[ would ba gratefnl for - a
for the Prime Min Lo send

be most helpful ixf

of play on Wednesdey,

e
1

B MNovamber.

cloge
I em sending coples of this letter,

and enclosura, to David Umand (Ministry ol

Defenca) and Ian Ellisca (Department of

Industry ).

Stuart Hampson, Esq.,
Department of Trade.




DRAFT LETTER FOR THE PHIME MINISTER TO SEND TO:

Lord HNelson OF Stefford

The Generael Electric Company Limited
1 Eftanphope Gate

London, W14 1EH

You wrote to me on 29 November asbout the Civil Aviation

fathority's radar requirements.

At this stage, before the proposed study has been completed,

L cannot say what the cutecome will be. The Govermment will

of course have regard to the importance of maintaining a

competitive electronics industry, ss well as to the statutory
powers of the Civil Aviation Authority, the constraints of
their replacement timescales, and the need to minimige public

expenditure.




DEFPARTMENT OF TRADE 1 VICTORIA STREET LONDON 5WI1H OET TelephoneOl- 216 7877

Fropithe Secretery of Shale

M FPattieon Esq
10 Downing Street -
London, SW1 4 December 1979

You wrote on 23 November about Lord Helson's letter of 291 November
in which he sets out hisz understanding of the diffieulty which has
arizen in connection with the radar requirements of the Civil
Aviation Authority.

This is & very complicated and technical matter into which we are
looking further with the assistence of the Department of Industry
and the Ministry of Defence. We have set in hand an urgent study
by the Royal Signals Eesearch Establishment (RSEE), Malvern, to
report on the CAA's competence to evaluate the competing tenders
and upon the credibility of Plessey and Marconi's claim that they
can meet the operatisnal requirements within the period stated in
their tenders. We will make a declsion in the light of thia study
which 15 due to be completed by 14 December. In the meantime we

can only suggest s temporizing reply to Lord Nelson and I attach
a draft.

I am copying this letter to David Omand (Ministry of Defence) and
lan Ellison (Department of Industry).

>//‘::i"""~-'—||ﬁ l:—:l "-u—r'"—"f_rﬁ—h—ll:—-h
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o o i )
Ayl B et
H W BARTLETT
Privete Secretary
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ke British companies in comnsction with the tenders supgegtad
that they might not be able Go deliver equipment to the hig
atandsrds proposed. The facl of the matter was that the G4
could not alflford to delay the LATS for a further 2 years; 1if
they had O yessrs Lhey would lock at the 13*:3? Ega‘ﬁ and s wouid
aven be willing to pay & higher price for British equipment.

12 Bir Nimel Foullkes shraesgsed that the risgk of damage to
Earcnn_f¢;ns:eﬁ Sight be over-stated. He had recently had lunch
with the Plessey corpany st which the dmpset af the CAA deslsion
an overaess markebs was discussed. He had been surprised wrten
Flessey hed teken the line that they were ghut out of sll
1nd15t__u_;hed markete because they faveourec their home coxpan
leaving only the developing countriss where there was little
appllsz,*gr for the sort of egquipoe :L which the CAA had in 10 ke
The CAA did oot intehd Go publicise 1%Ga decisicn about rad

He suggested tiat the Harnﬁn;gflnﬁﬂu? poaition could be: ﬂc

on the prounds Tnst the two companiss were hesvily commith
dofence equipmenl snd that the CAAL itself kad set = t:;;:

1% Tord Tronehard congidered that the wider impdicabion
digeuszicn. oir digel Foulkes' grguments about sdfetcy =
relisbility seemsd unsngwerable bul g different case had
to him. The vieu pud by Sir Nigel Foulkes was
removed from what officisls and the FProcurensol Execwblin
expleived so him that the matter reguired fur }é“ anngide
He could not for exarpls accept oiT Nigel Foulkes
of th& type 82 :aﬂq“ﬁ or his doubte on safety 5ru~nﬂq.
g Dr gégnnr palnted out t:El V"1¥ 208 of Marconi/Plezsey
tebyginess was incibe military-fed ¢: .which, meent that S .:’-
Foulkes' arpument abous lsck of damapge to the companise was.
invalid. The Lype 52 radar rehabilitatlon prograuné WAL OCW
firmly in hand; this would dispense with valves e:d Wouls
guosti tLtc splid state teechnclogzy wiich wpald resull i
“whinh Wanid bE Yore el isHTe wTter 1982 Lhan -':,-uf'we.__-.'
on oversess markets would be serisusy the sige of &
was Eﬂb;"uléf at approximately £500 mililion over 5 years gac
“”'HH“%%H“? St erd slrdady elborvivg ESHEe st Ehal r  BugT Gl e,
and earning about £100 million par =sunum. Tois compri ieed.a mik
of civil snd military ecuipnent end, whilst it was difficvlt
. make sny precise judgement of the impect of the ”LL order on
Lot inieli ':"él-".fn?ﬂ'eaﬂ:”tﬂhﬁuu.E.‘a._'---tlIE-;E'&* wanddbe gerions reiarays s
the militlyry and frhe civil sides. In reply. ‘Bir T'h
guggested that it was highly unlikely thav the u
radars would work as predicted and the CAA would E
not to rely.on them, .Mr.Teb®kitt added thaf the Ti1
themaelves were noet hapdy with upgraded t*ﬁ: 82" rad

':?.?

P

~ 45 . 53,‘2--:-.'_-?{.1 Foullkeg. -.sugg
ﬂaulﬁ be mi U_Jlav; 3T the
raders could be expedited.
was -doubt sbout whether ba
Tirm HGD DUOETATTE, ULvlﬂu
the CQAA. Ir Thynne added thd ’ar T T'TD
bean subnitted.
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16 Bir Nigel Foulkes challenged whelher the investigation by
the Hoval Hadar astavlighment Falveryn had been genuinely
independent. He disl] ] the Cad's Judgement eallied inta

k

fq_u'es_-'i':'n A




COMMTERCL

i
® :
7 “ihe _uﬂ;?rw" Seorebary  was gratefnl fo Bir Nigel Foullkes
for his expls sfation. . He fwrruaﬂ‘ﬂc thes problem as 8 layman,
not as an expert, =nd he appreciated the pogition of the CLi.
He accepted that it was uncharasteristiec of pregent HMinizters 3o
seel to intervens in a decisicn by an sxpert body. He did not
wish to discuss the pest in aoy detail but he noted thav Lr*-L
wag & conflicting interpreftation of what the CALA had dones. I°8
wieh was to discuss the future. :

8 The essentizl point was that the CAd order wes small but aor
decizion by it to purchsse foreign equipment woulé have a ﬂ“q*'"ﬁt
impast on the marketing arrangsments Ior 3 guccess 3full small
section of UX industry. The fact of the matter was that cverzeass
customers would hold it sgainst Marconi snd Plessey that’ the UX
guthorities had not frusted their eguipment :uificiena_u

it ; oversezs orders wiuld be diverted to Marconi and
competitors s 8 consequence. This aceounted for The GOVer
intervention. '?5 Goverrment's concern waes not with the

the pn:nj op with the balsfice of weyments but with

vitelity or “industry, The I fndystry hed 3 /5tory

the CAL ' puld lose them a share ol Chea

smounting 1 ng of milions of poOuUnNés. '

0 Ihe Induztry Secretary cuepteﬁ the Cil's arguments shout

delivery, sslety and “blﬁﬂJl ity and he noted thelr willingoess

to leave on one side smell price differsnces. He *“ath,,"fn ey

that technicsl exﬁertn from ths MOD Procurement Exsculbiv Hd

from the CAA itself hsd sgreed on the technical capacity cf Lhe

Marponi [Fleszey squivment arnd tHat it met the CCA's reauiresmercts.
e T

The Procure ~ubive itself had extensive gymRTletce SOITE
beyond -that of | ol i Bhespgauisitian. of: ‘Eﬂd-—-. B
Procuremsat Lﬁfﬂltl?ﬁ alas ludzed that the potentisl 8o put
reliable equipment into dperastian existed.

.40 Bir Figel Foulkes ;epl¢ed that the CAL sould not afford ths
T luRNRY o5 acquind phant u41bﬂ aas*%thll iw the progesss of
developzent snd 1‘1ﬂh :1;: nok work spatalted, Ths ¢coprss
55 was between availsble equipment nﬂ*ﬂﬂ mag demonstrated To WOI=E
LR e Do g Eirithee A !hI?h_E%lBEﬂLE'ﬁﬁﬁuﬂﬁ-EI*ﬂJG uLﬁﬂH&Jﬂf;Eﬂﬂ T & b R
. gudcessful development, ite eapacity to cperate effici Enulf and. ,
its delivery deles. He himszelf was hzt willing tg aecept the
survey carried out oy the Procurenent EE:::ELTE WHIRH DA aan
sy e R e s ga Tl anitd Bt “ﬂﬁ““wﬂmEEQhF*ththﬂ”EEG¢ENEEPFﬁtHMchhﬁ ﬁ&iﬂm&ﬂ g R
out that the Procurement ExXecutive survey Lad been carriesd cut
gt Ministers" request, Sir Wigel said he had no critigiso of
what the Frocursment Exacutive L:j sttempted to do. 1E was
ossible to be .gselective in ooe's j“ctatﬂnnu from the report
but it did not over-ride tha lesson of experience that projec
with 2 high development element had an unacceptadle degres oF
. o U el 0 gt s PO AT e R AR, Fie T

* iyt
|55

= A R T - -

141 The Industry Secretacy pointed out that the Marconi/Fls
equipment could De upgra ded and asked whether the CAAL wers
influenced by this point. I appesred To him that She U
been offered dIlEIEh gquipment which copld regch their

In reply Sir Higel Foulkes waes unimpressed by the Eutﬂﬂul
upgraﬂ1:+ thg Marconi/clessey eguipment; his exXperience

FehaE ...
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COMERCGIAL IN CONFIDZUE
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,
aq"wphuut sreated a sepious time conslpeint which was ag:
by the poasition ot the London Alr Traffic Control Centi:
at West Drayton. This involved a2 masaive dedelopment intencsd
provide satisfoctory sir trelfic conbrol qF“?l:EH apout W al
was mounting comnecrn. The LATD programrs wsd lat e glresdy
would be further delayec if the AL were to udw1“L to purchss
Marconi/FPleszsy radars.

5 Bir Fisel Teulkes drew ettention Lo the history of the TLinaesman

Medialor projset in tae 1950s when e_jJﬁ?d,E E"U'u|=?t had: beed
purehased from Brisish madufaufure:s hﬁILH bhad ¢aLled to ppezale
gatisfectorily and had resulted in the CAn gequiring ALC vl
Mpff le shelf" from a3 US company. This development nad

the development of British ATC eguipment comparsd witd

the ﬂj“:ﬁ. The CAA hed also had sn unfortunsate Piﬁerls::é LT
the scquisiton of DVOR eguipmant from Flessey whica had Pasil
orders heing diverted to American companles. A% uﬂL presenl.
the CAL simply did net believe the assoertions being made oF

W

Marconi/Plossey sbout the delivery apd technicsl relighilit]
the eguipsens they progposed to sSuli 1 i

the Ci4 had decided firmly fo scgul I-":“rL"= petla
which was available "oi'f The LT a fully J“'h—e--ﬁ :
If they were rof permitted to quuiﬂe Westinghouse equipzent,
wﬁulﬂ,as & gpoond preference, acguire HSa D“U1uueﬂt from a

subgsidiary of the Dutch Philips company. The latfer equipment
was being bhrought inko speration st 3i fnll

T T
(Ll g S S

P n ] e

ugapore, Wes net as INlily
developed ag the Wegtinghouse eq;lymnn* but 4id provide
for enhanced performance.

& Bir Wizel Thulkes stressged that the Board of ithe

dere To buy *I"'"Hﬁ equirment beczuge of the

delivEry times and the ‘tethnical credibility |
Their attitude was influsnced oy the fact that ”leu.vg u
lead in connectiosn with thes provigon of equipment. This
case where the GA4 had heen unfair fo British compsnies.
» had -been discussions .since. 1975 sbout.the geve_opment perigl
turning gear but the situation wss that the British "t
behind overgsss competitcrs snd the CAA eguipment wWolls
ooee frgm. s Gepgsn ARG, coupsny. ghﬂtiﬂqmﬁIED arrange
Flészey e&nd Mameafl <o Rate Goedes to confidential Fadera
ﬁv?aulJ_ Anthority informaticon about signal pro Pauaun"
ut ked neglected to teaxe advanlsge of the bbﬁﬁﬁtdﬂ
Galm%nn wag Therefore that sfter seversl Tag . of ﬂ-QMJﬁﬂ;r :
Grite whodh the Briti'sh’sompatiss Hed besn ?LF¢uLeﬁf”"”
advrentageous poeiticn o supply Gi=n on 8 =10y
companies nad bhocn unable to submit mere than 55 Hil
an "outrsrscusly hipgh priece". The two compsnies had
sericus teéchnical eollaberation until 973 when the
oul to open Tender. 7 hic considered view the CAl
best to help Britiskh manulsctursers win the contract —
Cehohaht thdt 'the' CAL Yisd gine too fay - #nd'eg' o rasult
had lu + 48 ponths in tkhe installation of urgeztly ncuici
He was mov ﬂcneerneﬂ +n whitewssh the CAL or the HLT” '
sccepted that soms of the thinge They had done could h
done better. He himself wazted to buy British &Gui,dﬂ t
the CAA Board but the situstion wes that it was lTpEr=Li.E
them to do so. The Board's conclusion wss that it woul
the British eguipment znd ne was prepared to back hoth
and ite engineering sdvisers on this decision.
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FRIME MINISTER

Laord Nelson wroate to you sabout the Civil Aviation Authority's

forthcoming purchase of radar equipment for National Air Traffic
Services.

Following Lord Nelson's approach to Ministers, thore was
g new technienl assessment of the two options submitted by

Plaaseyfﬂiruuni. sz an alternative to the Westinghouse-AEG

——— ]

egquipment which CAA had declided to buy.

The review is ceoncluded, but the argument is uanresclved.

I attach: et s

{AY Mr. Nott's paper explaining why he proposes to

allow CAA To go ahead;

Lord Trenchard's paper argulng that CAA should

only be allowed to buy a package ipncorporating

the Plesseyv/Marconi egquipment = whose development

cogts would be supported in part from public

funds;

(CY B (D) Lord Belson's letters Lo vou of 21 HNovember

and 18 December.

This i3 to be discussed in E(EA) tomorrow morning, and
T B e =, _ ]
1 have asked that 8ir Eeith Joseph, as Chairman, should report

the conclusions to you before ‘action is taken. In. fact,

- : “S— - : )
I understand that disagreement is likely, 1n which case the

matler would be referred Lo Cabipetl.

8 Japuary 1980




10 DOWNING STREET
PHIME WMINISTER

Them 2 of the attached
minutes records Che B(EA) discussion
ahouts CAA's Tadar purchase. The
conelusion was that Sir keith Joseph
and s, Nott should ic:brl-Luur tzu_'l_t:i
fyrther to CAA's Chalrman,
light of Lhe Lommittes's E',E-rx-!m'l
concem to do ils uthost to keep
this order in the UK.

et

I understand that Sir kKeith
Joseph will now delay his report to

vou on Lhiy matter until that
digfassion hoas taken place,

(8ir Eelth is sending a
separate submission on Itom 1 of
the Agenda, so vou do pot need to
read that al this stage).

A

10 Jamisay 1980




gquestion and had refused to allow the RED persoimel to examins
the tenders by cverseac companies,., He considered Lhe HNCD
Frocurament Executive te be biased in favanr of the British
gompanies. The inquiry by the Hoyel Hodar Establishment had
done no more than Lo FH_:ﬁl sh that the origesl quotation o
Marconi/Plossey had been a2 non-rurmner good that The revised
tender had 2 ressonsble chance of producing what The CAA n
Dbat not in the Timescale redired.

£l
o

eeded

47 Lord Strathcona auggested that there had Deen & direct
confrontation beiween different groups of experts. The Minis
of Defence would prefer bthe order to go Zritish companles on
gtrategic graounds. Tae Procuremenl Executive were geninely
experienced in the procurement of radars and also Lodk & wice
view thean the CAhk which had tended %o concentrate on techuice
details at the expense of wider impliesticons. He considerec
that the sftudy by the Frosurement Executive and the Roysl Rsdar
Ertah11¢“mhu- wag hard to rejact.

18 Eir Mige! Houlkes sugpocsted tZat Govex
technical 'uﬂ“rmﬂn+ of the CAA. The CAL's
Demage to the U firms would be reduced by -
for Lhe award of the contract, by emphesising th
aoquire euj;ussLL quiekly off the 5;=__, and oy
the CAA were continuing Lo ltalk with Ths JI1t1ﬂF
the pch:h_t'uﬂ of other radar eguipment. He
might be poszible o mitigate dsmaga by 13:::1nﬁ
Mo rada;_.. : A

4% Tha Tragds : painted out that damage had ;)

dome to Ghe nposition of the U corpinids. WagtidpHinss wawe
already ﬂ“dﬂlﬁg attention of poTerntial customers to the CAL':
preference for Americen sguipment. If the opder were now

to British companies Fhey conld wvalidly claim thst IMereoni and
Flessey -could. EWLJ thedid equippent only if.custpmers, wers Tforced.
Lo buy It, by Government asctiom. Harm would bes dong whiskever
decision was lLaken.

B e LT A .‘,'_--;_.__:-',.-.'-H-'_-. ek e el e Ty A R e 1_.'.I_='r._ Rt s
ai - - = i L g 5

-

_c-\..-
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PR/Secretary ol Stete for Industry
Km “11. Dﬂ uﬁhﬂnmﬂ Lht ;;Dﬂ
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CONFTDENTLAL

4. The kevy issuc to extablish iz the reasoen lor their view. The

Depiar ment of Industry are willing to support Plessey-Marconi, =so ae

to eliminale any price advantage for the foreign competilion, The

RAF have decided to extend the life of their radar, so thot ony timo
delay in the Plessey-Marconi system is no longer an impertant facter,
The Ministry of Defence, who bhave appraised the DMessey-Marconi bid,
are confident that technically il does not fall short of foreign

competition, and indeed, because it has scope for development, it may

be technically superior.

5 The arguments against intervening in the A4 docision are thet it
ig wrong do intervene in nationalised industry manasgement, and if thew
are fareed by Govermment to take a decizion, this will become publicly
knoun, and will =4i11 be damsging to the sales prospect of Flessoy=Marconi
cquipment, But againsi that the CAA are placing an evder which they will
not repeal for another 20 years. Their commercial jndgement does not and

e
need not toke account of all The national factors. It woild he

appropriate for ibe Government to impose a decision, provided the system

ig not inferior, im CAA's own torma, to t%e uumEuLilnl‘. Az noted aboeve,
on the evidence available, it doee nof aeem to be IMferior.

-=— —

—
—

fi, Mr Nott may argue that the CAA are independent, and he cannot direct

(Mg on what to do. Dt thee CAL mat obtain loan sunction for the

syslem, He theretore haz a power of veto, since he can make it elear

that he will zive loan sanetion only Tor the Pleasey-Marconi system.

He could justify that on the grounds that the Plessey-Marcomi bid has no
conmercial or technical disadvantages, and the nalional interest regquires
that the United Kingdom, like all other radar-producing couniries, shomld

puppart its own industry,

7. Hir Keith Joseph's pozition is less clear-cut. Oo the voe Danod,

he is ingtinctiwvely likely to side with Mr Notl over non-intervention

in the commercial judgement of CAL. On the ather, he has the "spiliserszhip’

=
responaibility for the eleectroniez industry, and iz wader pressure from hia

Department, and from Lord Trenchard in particular, Lo support the

FMlessey=-Marconi bid. We do not kmow which way he will po.
2
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CONFTDENTTAT

.r:' f: A011S7

FRIME MINISTER

NATS Rodar Reploccmenl Programme

BACKGROTNIY

The Natiomal Air Traffic Bervices I[I-il.-'!;'l'l‘_*] wizshes to procure long=rance
radar equipment to replace ils exisling primary radara. lhe

Civil Aviation Amtherity (CAA) decided to order vver half the equipment
from ahroad — the Unived States and Germany. The only Brilish bid iz
from Plossoy=Marconi, and initiallv it seemed to have three

disadvaniagesi—

It was more expensives
It was not fully developed and 8o might have technical problems;

Il might therefore be later in delivery.

A1l these have subszequently been challenged by actiom from

Department of Industry and Minis(ry 1 fence,

2, The importance of {the deal ia not ite intrimeic wvalue, but the

fact that ne foreign comntry is likely +to purchase radar from

Pleasey=Marconi, if they cammot obtain the conlidenee of the home

pulthaser, ¥o majer radar syslem hazs ever beem ordered abroad, by

a country which bas a home industryv.

- .

3. The CAA do not have a responsibility for maintaining the healdh

of British industry, and from their point ol view (he safe foreign order

may appear the right decision. But zhould they be allowed Lo make 1E7
isEues were discnzaed in E(EA) (E(EA)(80)1:t mecting - item o) and it
agreed that ¥ir Keith Jozeph and Mr Nott should see the Chairman of

the CAd (Sir Nigel Foulkez), to emphasisze to him the wider pelitical con=

giderations. Your meeting iz to bring vom up-to=dale with the outcome

of that discussion, We have nol yel scen a record of ithe mesting, but

it seems that the CAA areé unwilling to alter their view,

1
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PRHIME MINISTER

¥You are seeing S8ir Keith Joseph, John Nott and Lord
Strathecona at 0900 tomorrow nbout CAA radar procurcment.

I understand that Bir Eeith and John Nott have now agreed
that CAA should be allowed to fo ahead with the procurement

ol American egquipment, Although S5ir Keith and Lord Strathcona
f"‘ill""-“'-""“-..__.______.

have been torn between non-intervention and UK industry interestis,
gll three had a further talk with Bir NHigel Foulkes who made

it clear that CAA are determined to avoid being pushed into
purchasing Lhe Britlish egulpment, for what cthey consider Lo be

vEary mond redsons,

The i=zstes are well summarised. in the attached (Flag A)
note from Sir REobert Armstrong. He sugpesis that the final
decision ought to be taken 1n B, given the range of interests
which it affects. (1 IlJlLiL—'.'I:,m that John Biffen also concurs
wilth the Judgement of Mr. Nott and Sir Keith.)

Flag B is the record of the discussion between Ministers

and Sir Nigel Foulkes, setting out the CAA'e vehement objections
to procuring from ;HD Plessey /Marconl consortium. Below that

paper, I attach extracis from the Financiagl Times and the Times
today: these show that Plessey intend to enzure that there is
plenty of public fuss about any CAA decision to buy the equipment
from abroad.

16 January 1880




COMMERCI AT, TN CONFIDENCE

’ NATIONAL AIER TRAFFIC SERVICES (NATS) RaTiR REPLACEMENT
[ SROGRAMME

WOTE OF A MEETING HELD AT 6.00 pm on TUESDAY 15 JANUARY 41980
in BOOM 491.07 ASHEOWI -HOTSE

FPregent

Secretary of State for Iodustry Sir Nigel Fuulkesj Cheirnen
Bocratary of Blste for Trade aof the Civil Aviaticn
Viscount Tr&nhhard : Aathaority
Lord Btrathcona

I'r Horman Tebbitt

Mr Bteele, DoT
Fr Atkinscon
Dr Thynne

1 The Industrye Becretary said that the purpose of the meefing
wge to underatand Sir Kizel Foulkes!' poink of view and Lo explain
to him Ministers!=zppros ch to the problem. The Trade Besoretary
said he wished to listen to Sir Nigel Foulkes,

to E:}L'_Jlﬂ_ﬂ -;2!.':' ;u:-a L"-:.:'_ (£]41 L..u Tasz of hiz cun {m:ul"-:.[-e.
Traffic Comtrol (ATG) Services 1 '::ei Firat Witk
in the sir; secondly with 1 1ing of trafiic sid
thivdly with the effective and e g8 of Tsgources.
Hatiooal Alr Traffic Ssrrica acd Sristion ru_“;.'
Board were responsible for ATC servieces snd incorrect decl

by them could lead to danger, delays srd waste of rescturces
which the CAA would be held to sccount in the mid 1980s. The
Government was in 8 position where it could refiige loan

to purchaze eguipment but the Government could mob isnun

it would, however, be uncharacteristic .of present Ministars
to interveans in Lhﬂt vay. Tho position thereflore was that
CAL was the customer and the Government was acting as banker.

=Bl B

9 Bir Nigel expleined that the ﬂTﬁﬁ;Fﬂ had begun before he

v Head bnﬂcuP “““1T”Eﬂ'“*ThE @id had-dnoEs view gone to eksegaiire
lengths to help UK manufacturers but they were now firmiy resolved
not to Teke risks about either the delivery of equlipment or 1%
reliability by ordering from UK manufacturers on tThis occcssion.
They had decided reluctantly snd sfter hesrt-searchizg to place
the order sbroad.

i The CAA were under a time consgtraint because they wers ﬂhueni

on old radar eguipment, the Lype 52, which was cloge to the :
its useful 1ife snd the CAA were unweilling to rest onemertionsias;
the . egquipment, even when updatedswonld work after 1282, Thare us
a serious questior mark about whether the Updated equipment wculd
work reliably and the technicel judgement of both the BAR snd the
ATC engireers was that the type 52 radars were close fo a positim
of chronic Gorelizbility. The urathsluu»n“v position on ET"tiEE

Jequipment ...
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Foulke the Chair mﬁn r tha Civil m:lnnia: Aanthority o

Jaqua“7 r%p meeting was Errgnged in Consequence of ‘ths

decision thas ﬂ_q_ulk should see S:ip 1 Higel to determine
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CONFIDEMNTTAL

B. There iz an undercurrent of distrust on both sides, in all this,
between CAA and Plesseyv=Marcuni. The latter feel that they have heen
badly treated, because they were originmally asked to tender for a mach
more complex system, and several years were sgpenl in abortive work on that.
The CAA om the other hand probably have doubts about the Lechhnical and
managerial competence of the Company. There is a danger that seme of

thia will epill ewl into & pmblic row, whichever way the decisiom goes.

Sines Plessey=Marconi will effectively be excluded Irom a world market
sgtimated ot £8300 milliom, ther cannol afford to 1et the matter pazs

guietly,

HANDL I MEx

0. The Govermment does have power in thie case Lo intervene, and the
problem is in deciding whether to do so. The first question lo examine

is theretore the rational basis for the CAA position, Do they genuinely
believe in Lhe superiority of the forcign bid, even in the lighl of our

awn narrow terms of reference? 1f so, does the Government have the weapons

to counter their arpuments, if it is decided to over-rule them,

10. When that is e¢lear, the question comes down to which would be least
damaging to British interests, a row with the CAL, or a public declaration
by the CA4 of no confidence in Plessey=Marconi, with subsequent public

recriminationsT

11. The implications of this go wider than the intercsts of Ministers
reprezenled at vour meeting, since it will affect employment, and foreign
trade, a8 well as publie expendituore to a limited extent. You will
therefore probably not wish Lo ceme to amy firm conclusiom, but te gole

the position, and arrange for a wider discussion in E Committee next weel.

COMCLUSTON

12, This will depend on the discussion, bul will prebably be Tor
Zir Keith Jogeph, in consultation with Mr Nett, to raise the matter al

F Committee at its seebing on Wednesday, 23 January.

ROBERT AT TRONG

16 January 1980

3
CONFIDENT1AL
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CONFIDENTIAL

The Rt Hon Bir EKeith Josepnz Bt MP
The Becretary of Btate for Industry
The Department of Industry

Aghdown House

124 Victoria Btreet

London, SW1E GHB

Dee. liuke

NATS RADAR REFTACEMENT PROGRAMME

_As you know we agreed to ask the IMinistry of Defence and the Hadar
and Signals Regearch Establishment (BSRE) to check out the likelier
Flessey/Marconi radar system offers as gquickly as possible so as to
provide some reasonable excuse for the CAA to buy British for their
future radar regquirements. I managed to agree with this procedure
ogainst considerable resistance from the Chairman and Board of the CAA
because, like all of us, including the CAA, I think it would be far
preferable if the contract could be awarded te British companies.

I regret to say that the rapid investigation conducted by E3HE,
glthough it confirms the probable cepacity of Flessey/Marceni in
respect of Option 4/2, ie provision of most of the equipment, contains
gubgtantial gualifications, The conclusion of the report in Section
4 ig that "if there were no unforeseen difficulties it is possible
that the schedule would be achieved and result in a system installed
in time for extended operational trials and with a possibility of
upgrading to Option 2 at a future date”. This hardly provides a
bagis for firm decisions when timing and performance are both crucial.
There must be a =significant risk of unforeseen delays in bringing
together a novel system as Flessey/Marconi will have to do. (BF
contrast Westinghouse st least has a aystem which works.) The CAA

CONFIDENTTAL
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From the Privete Secrelary 12 Decegber 19879

I am writing to ackoowledsge your
further letter of 18 December to the Prime
Minister about the CAA's radar reguirements,
I will show this 1o (he Prime Minister, and
I will also ensure that tho Sccretaries of
State for Trade and Industry receive a copy
3 - S 5 2

The Lord Nelson of Staflford.
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We gnould gvoid
i But the facts
are LLEE Lla Uii 1g nok : ent the zaxe way as
A nationalised induetry and it depends on ua for lean
senetion. Horeover much of the finarce for the project
is to be provided by MOD and as a Goverdment we therefore
have s direst l-:n,u.;. in this matter.

Joviously it is not possible to coneluds ar exercise of
tfis kind, or even zenzibly to consul enlleagues or the
ﬁ#IIQ"““’ﬂ*" fede in your leftter, before the end of this
week., But the jmmediate urgency appesrs te sten from

the Weastingtouszse desdline of 31 December. I would net

be inclined to attach great inportance to this. It is
pley which wanufac Turers are known %o enplay in
cOntracting situations and, given the =tate of this
perticular warket at the presant time, I would doubt very
muck whether the US cenpary serioualy iatends o prejudice
its position as thls peint in time,

-

- B cop¥ing this to Prime finister, Geoffrey Eowe, Prancis
+ya and 5ir Robert ATmEtrong..
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Talephome 01-378 7311 From the Chairman

URGENT - Commercial in Confidence

The Rt. Hon. John Nott MP, 17th December, 1979
Secretary of State for Trade,

Department of Trade,

1, Victoria Street,

London SWI1A OET

Dear John,

NATS Radar Replacement Programme

You will remember that I wrote to you on this subject on 24ih September.

I am now writing to tell you that my Board has today given [inal approval
to the proposal that the primary radar system in the NATS radar replacement
programme should be supplied by Westinghouse.

Westinghouse can maintain their promised delivery schedule and prices
only if Government approval for the contract is given before dlst December.
Details of the programme have been in the hands of your staff for some time
and, as the programme has been dangerously delayed already, 1 believe that
it really is essential that we have your approval before the New Year.

I dislike having to press for "instant decisions", butI think you understand
that the reason we are so desperaiely short of time on this project ig that so
much of it has been lost in earlier efforts by NATS to help the British manu-
fucturers to win the contract and, in recent months, by the Ministries of
Industry and Defence intervening to champion the Marconi/Plessey consortium,

1 have been particularly concerned by the pressures exerted by the Ministry’
of Defence to influence the technical and operational judgement of the CAA and of
NATS., For four reasons: -

1. The Ministry of Defence is itself the CAA's pariner in NATS and I
have every reason to know that our decision today has the support
of that section of the MOD which knows most about the problems of
air traffic control equipment.

The British manufacturers have seemed to suggest that they have been
unfairly treated by us. They haven't,




From the Secratiary of State

CONFIDENTIAL

In my view this is Just the kind of IMinigterisl interference with an
independent public sector Board which we should aveid, Unless the

CAL confirm the contract with Westinghouse before the end of the year
it will meszn & higher price and perhaps later delivery. I feel
therefore that I must give the go-ahead to the CAA before the end of
the weoek. I*

I am copying this letter to the Prime Minister, Geoffrey Howe,
Francis Pym and Sir Robert Armstrong.

e,

JOHN ROTT

CONFILDENTTAL




From the Secretary of Stole

CONFIDENTIAT

have geized on this conclusion, as is shown in thE encloged letter
from Nigel Foulkes; this is another demonstration of how far the
CAA have endeavoured to assist Marconi/Flessey, although, of course,
the British companies deny that the CAA has tried very hard to put
contract thair way,.
We are now in an impﬂﬂsibﬁﬁ irpasse. The Board of the CAL are quite
categoric that on mo account will they buy the Flessey/Marconi
equipment, and we have no power to compel them. We could deny them
project approval so long as they want Westinghouse equipment, but
this would be & most foolish course, not only because it would in
all probability become public but also because it is extremely urgent
that the CAA c¢atch up with the delays in their radar replacemen
programme. The fact that your Department might come up with a
£33m subsidy (about a third of the contract price) only makes the
position rather worse. The CAA could very well point to the
inconsistency between one Secretary of State obliging them to raise
their charges for the sake of cutting public expenditure (I am about
to raise charges to the tune of about £10 millions next year) while
another Secretary of State spends several million pounds of publie
money so that they can buy a radar system which they comsider
unsatisfactory and unproven when alternative equipment is available

at a lower price. If the CAA were prepared to compromige in some
way there might be some means of getting round the problem but they
are absolutely adamant - and I cannot criticise them for being so.
Since I have already heavily eriticised the CAA privabely for having

made inadegquate air treffic control mrrangements in earlier years,

it would place Ministers in an sbsurd position were we to sbort a
contract which the QAA wish to enter into on an entirely commercial
basia,

CONFIDFENTIAL
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NATS RADAR REPLACEMENT PROCRAMME

=

=

Thank wou for sending me & copy of your letter of the
18l December to EKelth .]ﬁ;‘::‘:pl"..

As vou know in the matter of the choice of raders for
¥
_In

the CAA we have played the part of "honast broker'' in

accordance with a reguest made by Tom Trenchard who was
anxicus to test the sllegabions bw Flessey and Marconi
that they had not been fairly treated. Naturally we would
all prefer that British eguipmenlL be Lought,

Our role was a restricted one 1n that the MDD team
was allowed asccess only to the Plessgr/Marcoui bids; in the
time available 1 think a good job was done, In forwarding
the team's report Euan Strathcona summarised its findings
as being that the Plessey/Marconi offer met the CAA's
perforumance requirements in a timescale that appeared
acceptable given the degision that has already been taken
to extend the life of the present radars.

I see from your letter amd its coclosures that the CAA
have zelected certain parts of the team's Feport Lo support
their view that: there are some uncertainties im the British
proposal and none in the Westinghouse bid. We have not
seen the Westinghouse proposals so we camnot comment on them.
but I would expect therg to be risks in sny schems which

FAnvolves s
The Et Hon Jobn Nott ME

COMMERCTAL IN CORFIDENCE

B







NOTE FOR THE RECORD

Peter Mountfield (Cabhinet Office) says
that Weslinghouse have agreed to extend the
validity of thedir bid. The next Czhinet
Committes meeting sultable for this topic
iz not scheduled until late next week =o
Cabinet Office sre attempting to arrange a
separate meeting of the Ministers primarily
concerned. It may nevertheless need to come

to a4 Cabilnet Commibttese in the end.
Cabhinet Offiece will ensure that the
Prime Mindster is consulted about the

Ministers' conclusions before any decision

12 publicly confirmed.

V4

9 ecemper L8749
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disappointments with the UK suppliers rather than based
upon an objective LeﬂL of the present situation.
Ci PGDTDEQHtET‘"' =) 1act on record in Tadcent
digoussione as L aid that there was nothing between
the bids which cOom peting companics put Pr“hu_d in terme
of technical nhallL} anc PJLPEtEHCEi It cught not to be
in diepute that the eguipmert woich Marconi/Flazaey would
affer in this case would, frow the ouvisel, be of modern
desigz and would thergafter be cepeble of upgrading to a
gtandard which the ¢owpetition would £ind it difficult to
matah,

I do not want to make Too mwuch of these poinks in this
letter. ©Dut when one a&dds to them the exbremely serious
congsgquences for the future of this country's radar’ and
capital electronics 1ndu::r' wilch would fellow upoan the
losz of thie order, there i1s an overwhelming casse for us

S/ to thig to give further _hfﬂﬁﬂff?“ﬁﬂHPETEHT in terms of the wider

naticnal interest. We misi not discount these consequences.
It would be the first and only cceagion on whidia country
with it=s own radar industry would heve placed busineszs

with sn overseas competitor. And in an increagingly
competitive field (with the US companies nesding to recover
from the logs of largs makets in countries like Iran) a
dee¢lsion of this kind (implying mossive laek of confflence)
would seriouzaly impair Marconi f*luu#;v'a Progpecos of
getting = subetantial chare of business for air braffic
control radar in some fifteen overscas xmsrkets smounting to
865 mich a2 &800m over the next five years. Deliberately

to precipitate such a situsbtion in the face of the rsport
of the MOD feam would, in mwy copinicn, be the ah=oluts
utltteu1h DT the Lrli“h»uueg publijc purchaszing palisy
which it is the Govermment's intention tc adopt.

I gympathise, of pcourse, with the zenae of Urgency
refiected by the Chairmen's letter of 17 Dacerber to you.
But it 1s not the job of the Cit to take sccount of thne
wider range of nstional interests to which I have referred
and, if the immediate resctions of the QAL are set in
thie brozder context and are sesn sgeirst the backeround

of tha MOD report when fully considered, I see no rTeason

to mccept thelr somewhat precipitate comdusions,

I alec sympathise with your reluctance not to in
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NATES RADAR BESLACEMENT FROGRANIE

Thank you for your letter of 18 Decenmber irn which you =zid
you wanted to give the JALA author **: s = By~
rep. agsment eguipment freom Westinghou 3% = the end of
thiz waek.

I-have read Ewar Strothcona's letter of 14 December and,
the basiaz of what he reports sbout the MOD's expert
advies, I do nov accept that we are in an "impossible
impasse’. The position adopted by the CAA wembers snd |
your Ietter runs gharply counter to the cormelusicn in the
MOD report. I could nmot therofore spree to 8 rejection of
the Flesszey/ larconi proposal {Qw[:jﬂ 4/27 wilthout full
consideration with collesgues of the underlying reasons
nd an agssegspent of where the bﬂldnhﬁ of national intersat

ard advantsge lies 7
I think wyour lehter wmay contzin selective

the MOD. repors which ::Tfﬂ“t that there

mi5undnru+ﬂ::5:5 of the basig on which Buan

concluziong. As an example, the guobation

of your _etter suggests that the MOD team

clmeszales put ferwsrd by Marconi/Flessey

the whale object of the review waz to ;rﬁ?1Ju

reslistic ascempsment of the timezcales whieh

confidence eXpsct to be achieved. Argain, the instant
reaction of the CAA to the report apo aTE from comments in
the attachments to your letter Lo have besn coloured by past

ZAH
-
TETH
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involves creating a system out of equipment being procured
[rum a pumber ol sources.

The CAA also argue that the timescale endorsed by
the MOD team iz not scceptable because the continuity
of services from the existing raderas cannot bhe gunaranteed.
However resources have already been committed to malntaining
the radare in a fully operationsl condition until the end of
1984, which is compatible with the Plessey/Marconi timescale.

intwithetanding the comments made by the Chatrman of the

CAA our Tole in this matter has been that of an honest hroker
although T accept that the MOD dpes have other responsibilities
that bear on the CAA decision. Primarily because the NATS

iz a joint CAA/MHOD prganisation ard, particularly given all
the constraints on the ]E““"DE Budget, we naturally look to
the CAA to provice the most cost-effective equipment and
gervice, he other nﬂnd because of my Defence Sales

esponsibilities 1 share Kéith Joseph’s. concern at the effect
a8 decision to buy foreign might have on the heslth and future
export business of the UK's radar industry,

I wnderstand that Kelth Joseph belleves that the lssue
L of such importance that it dould be Turther consldered by
colleagnes, I agree and I hope that the expiry date of the
Weskinghouse bid can be exlendsd Lo allow of this.

I am sending copies of this letter to the Prime Minilister,
Geoffrey Howe, Kelth .Joseph, Euan Strethcona, Geoffray Pattile
and Sir Reobert Armstrong,

PN

Francis Pym

If'.m-ml'-!}-‘.lf.I.-".T IN {_.:‘-*-4;-'] I*"JPF
P i e R Y .-"—H.rﬂ. [

i
LR .'\-|I|||l. b et




Frogm e Secretory of Stals
COMFIDENTIAL

The CAA's radar replacement programme 1s made up of different parts.
The radar replecement programme cmmprlsea gecondary survelllance radars
which the GAA lar already decided to buy from Tossor Nleckronics (a2
Inited Eingdom firm) plas the primary radar system made up of:-

& Aerials and turning gear ~ from AEG (Germanyj. _ {4

1  Tranamitter-receivers, et
agenciated signal processors now ander discuggion,
and plot combinesrs

radar site control and

monitoring syatems e R VL oM

s Jim
Whatever radar system is ultimately used, it will need to be fully ,
compatible with the aerlalfturzl ng gear ﬂﬂﬂng upplied by AEG and the
information from the primary radar will nesd tn ba co—related with P
that from the Eﬂbﬂﬂﬂﬂrj gurveillance radar. It is true that in the
HSA proposal tho parts of the systom have not been put together Defore -
Put this is true 8la0 of the Westinghouse and Farconi system, If the
HSA aystem is installed, the CAA's experts are satisfied that the
interface arrangements will be entirely satisfactory.

My Gecretary of Btate saw the Chairman of the GAA this evening.

i3ir Higel Foulkss said that at the Board meetinz tomorrow he expected
a decision to be taken in favour of HS3A. My SBecretary of State
persuaded him, however, that no Tinel decision should be taken until
there had been a fuall evaluation of the Marconi bid, to be conducted
not only by CAA Techmical staff but also by IIr Stratton, who has
recently been appuiﬂted to the Board. He also convinced 8ir Nigael
that in the event of the contract being awarded to HEA the CAA should
ingiast on the maximum use of Britiash PGmPﬂﬁEﬂLS from the FThillips
gubgidiary Mallard. This would result in a total British content in
the radar replacement equipment of about 55%,

8ir Nigel said that he would not be making any statement to the Fress
after the Board meeting tomorrow.

I am copying this letter to Ian Ellison (Industry), David Omand
(Defence ), Martin Hall (Treasury) and David Wrizht (Cebinet Office].

5 HAMESON
Privata Secretary

CONFIDENTIAL
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The Prime Minister,
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been vezched wheéd T fas] theve i3 mo other possihle

cam adopl.

You will recall that I asked to sce you persomally abouk
gifhtesn monbhs ago whenm our £

hird largest employer on the Isle
af Wirke, Fllintt Torbomachinery Limited of Cowes, was ahoul ko
elose. 1 remain grateful for the kelp glven at that time om

yvour instroctions by Keoneth Baker and although we falled £ SEve
the firm, at the end of the day it was through no fault of the

Gaverrment, T have always given public eredit for that fact,

T & nowfaced with ansther worrying problem which concerns
Plezsev Radar Limitsd, the second largest private employer on tho
Island, They are on the polnt of lzsuing redundancy notices tao
thirty five of thelr skilled draughtsmen and enginesvs with the
probability of many more o follow within a mattar of weeks,
Amonpst the 1,200 employees these are some of the most skilled
personnal and if lost will be difficull to replace. 'This
eituation has arisen because of the continuing delay In reaching
a definite decizion over a NATO Tequirement for the ASR 1% Bb
Radat syslen.,

Plessevs balive their tender is the one most Likely to prove
acceptable but they have been kept on tentevhooks for some three
vears already, Firstly because of objections by the French which
have since heen overcome snd more recently by the waricus actlous

of the Hughes Corporatien of the USA. Tt has now veached the slage
that Plessey can no lonper meet their continuing overhesds out ef
theit own resources, desplte szsurances that the oukstanding pzohlems
should be clesred by January 1983,

Can I therefore plead that either the concorrent BAY conbract

for throe of the Radars of the same type be awarded forthwith ar
a third asreement be spproved with the Department of Industry,
providing adequate finance to meet the initial lsunching costs of
the whole orderd
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I would be grateful if your” Minister
would reply on the Secretery of State's
bekalf to the attached letter which he has
received from a Member of Parliament.

2 Would wyou please send me &8 copy of your
Minister's reply in due course,

o4
HARRY KENTISH
Parlismentery Clerk
MB 6164 6312 MB




MINISTER OF STATE FOR DEFENCE
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Minister of Btate for g
Dafance Procurement W
D/MINSTT M 1850

]  April 1982

A%,
cféfé*l“” ﬁgi;;{iw“’

Thank you for your letter of ?ﬁth*ﬁarch to
Jonn Nott about a&n expected crder for ABR 152850 alr defence
raders which we term E/F band radars.

These radars, in satisfaction of ome part of &SR 1585,
guslify for finarcial suapport from NATO infrastructurs funds
rrovided they are seslected by Internationsl Competitive
Bidding rules. Thesze rules require that industry in other
WATC countries must be given the opportunity to compete and
that the contract muet be awarded teo the lowsst complisn@
bidder. t 8 time when cur defence funds are under so much
pressure we cannct lightly fergo the opportunity of NATO
gupport.

Nevertheless, I can assure you that we are fully
conacions of the importance of the order t¢ British industry
and we hope ver% much that the Plessey bid will be

successful., Az AT At e Kot ofevee -zq_._aa-f-_:,f‘dﬁ?r o
e

Lore L5 PFFIIS '
I note thﬁﬁgﬁﬁﬁIEE:t copies of your letter both Lo
the Prime Mipistep and to Eenneth Basker. I em, =sccordingly,

sending copies of this reply to their offices.

e

Trenchard

Eldon Griffiths Esq., IP




AS you will know the nR3I2g pracurements by Ministry of
Defence, on behalf of HATO and the UK,
Bignificantly delayed.
The Company has made strenuous eiforts to ensure that the
effect of the dslays has bLeen minimised, including wvery
large investments inp carly work on the program. The
delay, which now amounts to almoest a year since we counld
reasonably have expected the contract awards for ASE 1585
1586, has become so extenzive that the Company can

no longer support the growing number of staff in the
Engineering Unit that have little or no work,
LE a consequence, it is Necezsary to give you due notice
that some redundancies dre nosesgary. The areas affected
AL R

Drawing Office

Design Enginegrs

Technical Publications
The numbers invelwved amount to dpproximately 35 and

discussions will take Place with the people affected and

their representatives to Proceed with this in the hest way

possible,




he Prime Minigter

-

M Btephen Hosg HMP

Phark you for your letter of &1 October about impending

redundancies 8t Plegsey Radsr Litd.

[ fully appreciate the difficu¥ties by the company
through the unfortunate delsy in determining the NATO inter-
national competition for thres new air defence radars However;
|l do not entirely sccept the analysis in the fourth parsgraph
of your : Since BATPD will be paying the ;10;5 ahare -of

ese radarg we have fTo comply with their procedures
LT : o abtain theg funds. In the event these proved lengthy;
to protect UX interests the competition nsd to be re-bid, and we
then had to challerge the complismey of the French snd American
offers with: the ﬁﬁcclficttinn. These challenges wero potentlislly
to Flessey'a mdvantage, and it 18 not surprising that the French
and Americans dJdontested our assessment, with regultant delay.
The French ;—:.‘—;F}-’-:r.t hag besn Tesolved in discussion snd the American

.

I I . & 0 & v
Iropogal bes fnow been relerred to-binding arbitraftion governed Oy

finite time [limlits under HATO rales. The outtcome should be koow:

i 8 matterf of wesks from now.

It sqﬁns strange therefore that Flesssey should contemplata

making a gomparatively small number of key staff redundant at
|
- | : = - A :
this stage when, 1f things go well, they may shortly receive orders
I

T b
fnot only
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it hes won the order, &lthougn nol quite for the ressons Mre Ross
suppeate. Delay bepgan wien we deaided that the compebition for

the three NATO=-fundad rsdsrs must be re-bid in Aprid o8] { nad

we mot e decided, Plessey would have lost the competitlon st

that poirt). Unfortusalzly, in ohacssing Lhie new bias ear

this year wo were forced To sonclude that boih the French and
fmerican ofTers could be non-complisnt, The French problem wWas
resalved in discuseion but the Americans, not surprisingly, disputsc
our cepclusicn, 1n occordance with NATO rules we bave now gucceednd
intputting the mstter to binding arblitration. Hughes were, of cour:
fully entitled toc dispute our concius ton, and they cannci, ihnersiors,
Te: blamed for the dslay on this account. However, the NATS rulas
reguire the araitrators to meat within 2 weeks of their appoinlment
being notified tc the Paymohts src Propress Committee; an2 they arc
reguired to report their conclusions within four weeks of First
meeting. Conseguentliy we believe that there should be a final
cutconae of the competiticon by about the snd ol TaE2.

Despite the inconvenience of the delsye so far from Flessey's
point of wiew, with the end now 1n sight the streightiforward course
woiild he for them Lo continue %o carry the cost of the comparatively
small number of workers who are under threat of rediundancy Jor the
few weeks hetween now and the conclusion pf MATO srbitration. Irom
their point of view it would maze little sense to get rid of workers
who will be nesded shortly if Plessey win the competitlon. It woulad,
however, be to their advantage 1f, a3 Mr Hoss has auggested, the
netionaliy-funded order weres detzched from the NATO order and placed
bafore the HATS arbitration is concluded, In this event they would

Rl -
s -

enlvase half of the total order even if they loat the NATOD compatit
{ il | & f -

This would however ba an expensive courze from the Government'a
point of view. 4 provisional caleulaticn indicales that, even with
a £7M subsidy from the Department of Industry, to buy the nationslly-
funded radars from Flessey now would cost the Ministry of Defence
cope £5M mors than the fmerican alternative. Moreover, if we placed
this order with Plessey now, but they subseguently lost the NATO
competition, we would be committed to subsidising an industrial
capability in this sector of the market with poor export prospecid
(since the winner of the competition will have an advantge in world
marksls) arnd for whnich there 15 no overriding need &% home [ since
Marconi have a similar capability).

We, thersfore, recommend sgainst placing the natlenal order
now, ard we balieve Plessey ouglit, in thelr own interest and in
the I defence interest, to defer redundancies until tho NALU
competition is settled without sny further support from the
Government, This is our preferred course. I, however, tho Frime
Minister considers that Plessey should be given some help or
inducement to defer redundancies, we would prefer a means of support

CONFIDERTIAL




[ eaholose o copny of & letter to
FPEiIOE HIDISTer LITOm |&r. ..r_r_r:_':l;i'n-]-_j_ ES
N - | . " Y y .
WALV L RelE Dl e ol * ."-1!-.-._:.-' Mada had bR CECL .

I think the Friee Hinister will wish

to e as aslpful Bs AT JE ..l-;.-j_.l]__;' CEail Al ey
rapiy, A&od 4 saould be grateful for a auitable
dralt by 11 November.

I am copylng this letter to Derek Fiper
(Ministry of Defence), gliven Mr, Ross'
remarks about the ASR 15 86 radar system,

WILLIE RICEETT
Jr, David Saundars,
Uapartment of Industry

o

" L




DEPARTMENT OF INDUSTRY

-f';“- ASHDOWN HOUSE
139 ' 123 VICTORIA STREET

l ?i‘g
““+""- LOMNDON SWIE GRR
TELEPHONE DIRECT LiNE  oi-3iz 3307
JHT

aWllCHIOARLDY DL-212 TO67E
Seererary of Srene for Dagersary
= NHovember 1982

Willie Rickatbtt Esag

Privete Secretery toc the
frime Minister

10 Bowning Street

Londan 8W1

" ! .
WDar Wllee

Thank wou for your
Zaunders, about the letter from M
plight of FPleszey Hadar Limited.

letter of 20 October 1982 addressed to Dawvid
stephen Ross MP regarainge the

The Office of the Seoretary of State for Defence have reguestad
Chat they take the lead in this matter and I am therefara
trapaferring your letter to theéelr office.

Tne Department will, of course, pass on any comments which wa may

_ilf.l"

have te the Ministry of Defenoe.
i A o

Jf.{l.ﬂw{ ey

L - -

||I.-""Il L™ o
I 8 Doy -

K BEHS
Private Secretary




ot ‘only far the threse NATO-furded radars But alan

the

defence . -Dpudget, with

further: three furded from
Dposgil orderg 1n the future.
be more sengible of their hand until the outeone
of the NATO competitiorn is ¥nown. The Government on its
gide will use ite influerice to ensgure that HATO'=s decision

ig not further delayed.




PRIME MINISTER H-E.

—_— it = == =

Lord Trenchard and Controller Aircraft will come in at
1830 hours for a brief discussion of the future of the
Plessey bid for NATO radar. Mr, Saker will also be present.

¥hen you took an interest in Lhis contract last summer,
it was understood that Ples=sey would not drop their bid below
the figure dictated by their commercial judgement. There was

therefore no guarantee that they would win ®the eontract. More
recently, a correspondent has suggested that the pound to
BATO unit converaion has deprived them of the contract

[Flag B).

We do not have the bid details, Controller Aireraft will
be - able to tell you of them, but MOD claim that the contract
rules make it impossible to set them down on paper for us.

o

Lord Trenchard's report (Flag 4) shows that there is a
possibility of reopening the issue by arranging for the con-
tract to be rebid., This will cause some sort of row, but his

. - - _-.___
note doegf not give much detail of this. Rebidding would not

guarantee success, but Lord Trenchard has not to date given

vou mich of an assessment.

At the meeting, ¥ou will want to assess the extent of
the row that might be caused by rebidding - ihe front runner

15 Hughes of America. You will also want to assess the

chances of success. The currency conversicn is done on the basis

of the rate the day before the bid envelopes are opened. In

this case, was sterling at itq_Eﬂﬁg on the date in guestion?
How much influence could we have over the date for the opening
of rebids? What prospects are there for sterling in the
relevant time scale, now that the pound is moving back towards
$2.307 What is the likelihood of the French submitiing a more
effective bid 1f they are given a second chance?

/1

19 March 1981




CONTINERTIAL

&, But it will be difficult, to find sdditionsl funds Lo
support Plessey's next bhid. Furthermore, sry lowering of
FPlessey's bid by further DoI/MoD support, while it might
pogsibly lead to success ir the rebid compatition. would
introduce the risk thal the vompany conlé not sustain further
bide for business without continued Government support.

brs The prospect of Hughes winning the rebid must be faced.
We are slgo concerned that, desgpite their poor performsnce

in Lhe current round., Thomeon-O8F will tske advantage of the
rebid in an attempt to win the contract. The delay in
deciding the competition will have worked to their asdventage
in giving them tire to complete the development of their radar.
Thay know asccurately the price target which must be hesten:

a4 pra-gmptive hid by them shounld not be discountad,

By SOwever, We are advised that s political approach o
the United States wonld have little chance of success. TIri
these circumstances we see no alternetive but to sgree that the
competition be rebid. I ar ¢opying this lether Lo Colin 3almer.

LS

EICHART RILEY
Private Becrebary

CONFIDENTTAL




UNFIDENT 18T,

DEFARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA S5TREET
LONDON SWIE 6RB

& A0
[ELEPHONE DIRECT LIME a1-32 A2

sWITCHROARD Di-311 TETE
Secratany of Stare for inciatny

2.,5' March 1981

M Patti=zon Eag

Private Becretary to the
Prime Minister

10 Doyning Street

L0 DO

2

Dear e

FIFSESEY : HNATO HADAR

I understand that the Prime Minister is to gee Teord Trenchard
ghd Mr Baker fo discuss the situation which hak grigern over

the competitien to supply MATO with air defencs radars. You
will recall that, at a meeting. which the Prime Minister held
with Defence and Indusgtry Ministers last June, 1t was agreed
what the MoD and Dol should esch offer 4.4 to meet Plessey's
rodar H & D expenditure, provided that the compasny obtalned the
NATO cortract.

2. This Department has been kept fully informed by Mol of
the develepmenss in this emsse, including the discussicns within
NATO and we mccept the Ministry of Defence arguments in favour
cf re-bidding the competition. We would wish ta Eﬂnférm that
in the event of re-Gidding this Department’s contribution of
F4.4M remains available, subject to the continued proeviso that
the company are ultimetely successful in the competition. No
doubt Lord Trenchard will wish to confirm the continued availl-
ability of their contribution on the same basis.

X A reslistic pesessment miuat be that re-bidding the
competition will not have improved Plessey's chances in the
new coxpetition. This, together with the successful bid of
tha General Electric of the TS to supply HATCO with D band
radare in Puchan avnd PBenbecula last year and the CAA decigion
not to procure leng range survelllance radars from a Plesgey -
Farconi consortium, puts the prospects for this sector of the
TE electronice industry at serious risk. It i important
sherefore that sither Plsssgey in the re-bid or Marconi in the
fortheoming TATC D bard radar competition, are successlul.,
Otherwige we shall fird ourselves forcaed out of a growing
market in which the UE has an sxport share currantly worth
ENCOM 8 oFear.

.l"r'r‘l' - s = @
CONFIDERTIAL
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P?JE’ML & CONFIDENTIAL

*Shorrock
i R S ‘:‘}-5

Shorrock Security Systams Ltd.

Shadsworth Road - Blackburn: BB1 2PR -
our Ref: BEE/MD Lancashire: England.

Telephone : (0264} G644 (15 lines)
Imlex: 535157 SHOADK G

The Rt. lHoh. Margar=t Thatcher,; M.P.
Prime Minister,
10, Downing Street,

LONDON 13Eh March, 198]

Dear Mrs. Thatcher,

May 1 recuest that vou please ask vour Minister of
tate for Defence for an urgent update on the status of
the current NATO radar contract for which Plessey of
Gt. Britain and Hughes of the U,5.A. are the main
contenders.

Should you receiwve a reply that Plesgey are less
competitive in the latest review, please guestion the wisdom
af the decision and ask to sea the £ to NATO unit convergion
ratio. 1 believe, since the nrurd'TE_lEhEP the Britisn
bid will now be the mora :nmyet tlvr on all counts.

I have knowledge that Hughes and the U.5. officials
af NATO have pulled out all the stops to win this contest
and, to make thelr success more palatable to the U.E., they
intend cffering the U.K. not half a leaf, but only a few
crunbs.,

I wish to declare that I have no financial, business
2r personal interest 1n the reguest I have made other
than that I am a member of Great Britain Limited and

I wish to see us win through.

Lastly, may I wish you strength to your elbow and keep
on course irrespective of how rough the weather.

¥Yours sincerely,
SHOREOCK SECURITY SYSTEMS LTD

Tl

S. SHORROCKE
Eha;rman & Managing Dilrector

Blrarshes:

WK, Deitpar - Hirmingham - Oreqol - Cheismhunch - Grovdon - Gl Ircorpereied in Engond
Higndon - Leads « Liverpodd - Landon « Manchaeer « Miton Keync - Roacatle - Aogisiratian Mo, 715168
Marirgham - Shelflelo - Broekeon - Ry, O¥Tezi - Shimdwsairih R,
LHELA  Hanower, Mavletd  San Basa, Chalikernis - PHoane, &rduans Eaziburn, BRI IR

Piblons o, Meve Merice
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Within certain limite we could clarily new and mora

eguilable rulew belore doing so. We may face ssvare

eritieivm evern for taking this action, not least beeaus
we are unabla To revesl The Tigures of the Ttwo bids

legal reasons 38 well ag NATO rules.

i Controller Aireraeft helipves we could maks clear to

the cutzide worid that we were deing this becausa the

lowsst bid overall was not the winner under the previous

etalled riles. The re-run competition will be extremely

ierce, although the exehange rote movements with the
aollar may give Plegeey o slignt advantepge coupared with

lagt time. The fules are that the guotes are compars

2o
ocn the baelic of The exchange rales ruling the day before

the price envelopes ars opeped. If we follow this courss
we will consult Pleszay to hesr their vieéws on the chasices
—

¢f their winning a r=-TuIN.

E. You may wish Lo go intec more detail and Controllar
Aireraft and I would feel that we could answer your
further fguestions more quickly in s -gnarfer of sn hour'e
maeting than in any other way. If, however, you accept
LT word That thers seems 1mo better alternative than s
re-Iman, Uootreoiler Airersft will go sherd next weak in

that way.

T8th Mareh 159871

CONFIDENTTAL




MINISTER OF STATE FOR DEFENCE

D/ I/ T/ 65

Primea

RATIAK

Bince my interim report to you of Hth February 1
have Co tell you that we have failed to gef support from
: 3
the NATD Poayments and Frogress Committes.
e ] wlill Poenil That while the Flacoey bld wapg the
: fom will reegil th 11 Le & Placsey hid wao thke

cheapest, beth for the radars alone and for the total of

the Bpares, 1t was slighGly more £xponsly n the combination

p——— = —_—

of radars and thst ssction of spsres (the first three months)
which attract NATU infrastructure funding. The rules of

Lhie sompet tion are thalt the awsrd should be wmads on Lhe

infrastructure funded items only (ie Tadars and first

three months spares).

A We have attracted aympathy in discussgion but no

support for any awerd other tharn 1n accordance With The

declared riles of the competition. Bir Clive Rose offers

me no reasonable prospect through further negotiaticon in
tha NATO forum, neither do we Judge thalt we wWould get
anywhers by direst approach to the United Btates, even at
high level, and wa would axhauct Tolergnce for pressure on
the United Efates in more important areas, probably to no
avail. A formal dispute with the United Buates, which
would certainly flow from our trying to award ths cootract
to Plessey, could cost us the benefits of infragtruclturs
Funding worth between £114w and £15+m. We have other
raquiasts for infrasftructure Munding worth about £100m.

-

e The lesst disagreeable option copen to us, which we

have thes right to do, would be to re-bid the competiticon.

J Within ...

CONFIDENTIAT
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ATR DEFENCE RADARS \1 £4 t'( caﬂmd‘ /‘!fj:‘f

Fellowing on from our mesting oni 20th MNarch, fen dsasker and j?r
I heve talked Lo Sir John Slark gboul the HATO Alr Delance Radar

contract. &ir John is clear thet Plesgey want this business snd

ra
ETE lnﬂkinﬁlinr an opportunity to re-open the competition. The |

Fleaaey wiew 18 that Hughesa cen bhe expected to reduca Their hid
" T 5 g ¥l . L .___ e - = F 5 . - ey 1
O oeliminste sy Joregesn gdventsge Irom axchanges rate ROvemsnts

and also to lower their prices by gsoms 20%. Thus, to mske their

bid worthwhiie, Plegsey see the nesd to eut their price bty £5.50

in sddition to smny exchange rste szssistange that may occur.

-

2a By redusing the wvolume of aparag, support items sznd test

equipment in the Flesgey hid it is possiblie to lower costs by

gome £2M whilat s%ill ensuring that the radars will meet RAF
ruqulzzzéﬁta. To olose the romaining gep of £1.511, Plegssey heve
agreed to contribute a furtﬂﬁr-51f end with & smasller final gsp,
Xen and I have sccepted that the Lepartment of Industry and the
Ministry of Defence should each take another £250KE.

|~

Fe I'n elarify the rules for ths re-bid we all sgree that the
proposal should be to judge thke competition on prices for the

‘baglc equipments only; Chat is potl lincluding the spares snd support

which gave us trouble previously. It is proposed that all the

gvings would be concentrated on this well-defined pert of the bid
andi rflessey 8ee this sg giving them the grestest posaible
advantage. It slso gives NATO the least pogsible grounds for
cbjecting to our propoged re-=bid.

CAMMERETAL. TH CONTIDENCE

SEERE"




CONF IDENTIAL

10 DOWNING STREET

From the Private Secretary B April 1983

AIR DEFENCE RADARS

The Prime Minister has sean
Lord Trenchard's minute of 7 April.

she agrees that there should pow
be s rebid, an the basis outlined by
the Minister af State.

I am sending copies of this lelter
L0 Jonathan Hudson (Department of
Tndustry) and David Wright (Cabinet
Office).

M- -Iel F..{\J Tis '}H

3. R. Douglas, Esg.,
Ministry of Dafence.

CONFIDENTIAL




* A FROM: Eldon Griffith

B PERSONAL AND :
AN PIDEETIAL H

HOUSE OF COMMONS
LONDON SWIA OAA

{PEJLJQJ %L¢4amux 25th March, 1982.
..--""""II

U.K. Defence Radar

T understand that the contract for ASR 1585 (S5 band
radar for U.K. air defencel is - after a second round of
tendering — close to decision in your Department, as agents
for NATO. May I express my strong belief that this
husiness should go to U.K. contractors?

I have no direct interest in this, though I am fairly
close to Plessey® but I think I should emphasize that,
in the context of Trident, it would be extremely hard to support
any decisions that handed this important radar business
and its future export potential to the Americans.

ol

The Rt. Hon., John Hott, M.F.
Secretary of State, !H#HH###J

Department of Defence,
Main Building,
Fhitehall,

LONDON, 5.W.1l.

c.c. Rt. Hon_ Margaret Thatcher, M.P.
Kenneth Baker Esg., M.P.




COIMMED

for the Department of londustry
1f nceessary, Turther con-

agreed Lo Arrange
the company Chairmen and

Lo be 1o econtact with the company.
tacts could take place later betlween
Mr, Baker and Lord Trenchard together,

I am sending copies of this lettogrto Jonathan-Hudscon

tDepartment of Industry) and David Wfight (Cabinet Office),
In view of the sengitivity of the matters discussed gt this meet-
if vou would epsure Lhat this letter is

Mr. Baker

ing, I should bg grateful
1imited clrculation.

given a very

S.It. Dougdas, Esqg.,
Minist of Defence.

s Ec P\ ET COMMERCIAL IN CONFIDENCE
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10 DOWNING STREET

Freen the Private Secretary 23 ][g[!f']":‘/-;l‘ 1681

Ag you know, Lord Trenchard called on the Prime Minister
on Friday evening fto discuss NATO rodar procursgment. He was
accompanied by Controller Airceraft. Mr. Baker was also present,

Lord Trenchard explained that the tender for UE-based
radar to be partially financed from NATO infrastructure funds
had produced a complex result, The bid which would need to be
apcepted under the NATO contracts rules would lnvolve Lhe lowesl cost
to NATQ funds, but would not offer the loweslt oversll package
for the UE which had to meet parl of the bill direct. The NATO
rules made provision [or the country procuring the eguipment to
ask for the contract to be rebid, although there appeared to he
no direct precedent.in the present case. There would he some
controversy 1f the UK were to .request a rebid. We would wish
Lo ¢larify the rules to avoid the problems found in the first
round of bidding, and it would not be an easy task to persuade
our NATO colleagues to accept variations in the rules for a rebid.

After discussion, the Prime Minister said that she was pre-
pared to agree that a rebid could be ealled, We would nsed to
be clear that the rules could be clarified sufficiently to deal
with the problems occurring in the first round. The Depariment
of Industry should make contact with the British company interested
in the contract, to establish whether that company was prepared
to adjust its tender in the way which was likely to be necessary
tor make 3 rebid exercise worthwhile. If thal company was nol
prepared o contemplate representing ii1s bid, there was litlile 1o
be pained.

The Prime Minister said that the company would have to he
pressed to cover at least 50 per cent of any overall reduction imn
the contract price it might wish to offer in a rebid, There was
some possibility of very limited further Government assistance
in respeclt of R&lU costs, although it seemed unlikely that this
type radar had sufficient defence priority to justify directing
further scarce defence resources to this purpose. The present
project involved 40 per cent procurement from the US, whilst other
projeets bidding for defencee funds might have a much higher UK
content, Department of Industry possibilities could, however,
be considered.

fMr, Baker

SECRET COMMERCIAL IN CONFIDENCE
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4. Fen gnd I sécept thet a reduction of st least £5.5H ir

8 Lobtel of sboub £15.50 for the mein eguipments, whilst nct
ensuring csrtainiy, makes a re-bld sxercigse worthwhils. Subject

o your having no ebjecetiona, I will gat mattera in hand with

WA
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SECRET

senisr RAF afficer would make the announcement to military and
civilian personnel on the station and that in parallel I ghould

rite to Eddie McGrady. Press releases would be issued in
London and Lisburn, emphasising that the step is being taken as
an economy measure, made possible by the introduction of more
capable radar systems, and in the context of continuing efforts
to rationalise defence estate heldings. A copy of the Prese
Release and supporting material has been passed to your
pfficials in Belfast. Immediately the decizion has been made
public, officials from my Dapartment and RAF officers will be
contacting the lecal authority, schools and other local bodies
to explain to them what we propecee to do, and why.

I am gending a copy of this to the Prime Minister,
Pavid Hunt and Sir Robin Butler.

ARCHIE HAMILTON

Rt Hon John Cope, MP

SECRET
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1A 2HB

Telephone 07121 822148 [Deesct Dalingl
070 2% 89000 Mywitchboancy

MIMISTER OF STATE FOR
THE ARMED FORCEES

Bl

D/MIN{AF) FAH 973 szﬁ July 19580

lI’.lll‘-
S, 3t
1...|. IECLEST 1 £ AeBurss

Thank you for your reply of July to my letter o
July about our proposal to close RAF Bishops Court. I was

pleased to see that you had no objection in principle to the
plan. P

!

I gquite understand ynur uking us to dﬂa l‘.hl

_anw:ent -of the closi _3'{"'5'1; thers

The longer we

:" = . I:.;L.;:
"‘on the station and the more !H ui J-'i{’"ﬁ QN
news does not uing cut, especially as more
Y

involved. Mot only am I concerned to reduce the danger to those
on the station, but another attack now wnu!‘.du1 ake our eventual
task in presenting the closure more difficult; indeed we might
have to delay further to avoid l ?IEh claim ui a victﬂ:y.

T am afraid that we nannut awalt the nuttﬂ!a of the
Army Review of the site. This is part of a wider examination of
accommodation and deployments within the Province and final
decislons are not expected until around the end of tha year,
Nevertheless I can say that from the Army’s point of view thnrn
are a number of drawbacks to the use of the station; in
particular its location. I suggest that in your dealinge with
the education Elﬂnnuts and others Qgiﬂnauld work on the bacig
that it is unlikely that there wil any further Ministry use
for the site following the RAF withdrlwll; we cnnnnt however
announce that publicly.

1t would be helpful to n§k# this anngunctn# t before. ..
the Recess, and I propose. th@t w; lhﬂhﬁ nﬂ Ei.ﬂﬁ_ -!ﬂxu.ﬁ-ﬁ'
understand that this does give §L£;_a -q:::’ g
‘brief senior colleagues in thu EEH,-& ‘Ire ]
others as necessary, Clearly ﬁﬁf iﬁﬁai;gﬂ Hﬂth 'g
planning or discugsion of tl .
hemlbly take place once it
ll"!'h.,r‘.l"? lln. =y .‘q. i S, ._--.'\'- -'.'_._1 3
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SECRET. .,
aving the E11M programmed for enhancements at the station,
Ehere would be continuing running cost savings from mo ving to a
site on the mainland; the redeployment to other duties of mast
of the RAF personnel now at Bizhops Court would be particularly
weleonme as We have shorbages in many of the trades represented

thera

uh gur-aim 15 to remove the

tadar & al 18] F anice spersaonnel from Bishops
2 i 2 (R o CoESe oF f) 5 LI with the remaindsr

leaving im the gl ed withdrawal . onymber of other issues will
remaln to oe fiaally resolved, particularly whether we wish te
FreEbain any'or all &af the station d arciield Ffor other purpose
when the cadar is withdrawn The Armv avthorities are alseo
congidering whether they have any of part of the
gite, a5 fpari of thelr examinadtion of cmeidation and barrachke
strategy Province-wide: The posibio 111 nct become clear
until later in the year; in the w?auL;,e the RAF will continue
t0 maintain @ small presence to protect the

I hcpe you tat i% proposed should not
cause any parctlcular £icuol ciitical preblems. If so, 1
ack my cfficiales 1 their plans, discussing the
entatonal aspecbs with your Department., 'The move makes a
deal of finmnancial and administrative sense, and in
enting it publicly we will emphasise these aspects, leaving
ty t1esues in low profile, As with the Aldergrove Infantry
ion decisipn we envisage a local anncuncement, in this
hrtough the media in South Down; I will of course alsp
Eo Ed3ie MeGrady to inform him of the decision. I will
ff Fou and colleagues of our Firm propesals for announcing
implementing the change in due course.
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am copying this 1 te the PEime’ Minister, David
and Sir Robin Butler.
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RAF Bishops Court, in County Down, i% a NATO declared
air defence radar station, 1Its role is surveillance of the
important area to the west of Scotland and Ireland. The station
is used as an occasional mounting base for security force
operations in Northern Ireland, but its main security task has
become one of simply protecting itself. The view of senior Army
and RAF officers in Northern Jreland is that the gtation is
actually & burden on the security forces in the Provinece, rather
than an asset. After a FPIRA mortar attack in September last
year security wae improved by the erection of sangars, and extra
security personnel were drafted in. Although operation of
the air defence eguipment at Bishops Court requires only some
twenty RAF personnel, the administrative and security support
they now require brings the total Service strength up to around
300.

In view of the szecurity problems of operating in
Northern Ireland and the financial penalties that they bring, we
have looked carefully at whether the radar facility needs to be
in the Province at all. 1T do not believe that we should expect
our people or their families to accept the risk, inconvenience
and discomfort of a tour in Nerthern Ireland unless it is
cperationally essential that they be there, patrticularly as
there 15 a very teal possibility of further PIRA attacks on the
unit. Two other factors make this a particularly appropriate
time For a review., Firstly we are replacing the fixed radar at
Bishope Court with a newer and more capable mobile system, and
secondly there are plans to make @ start this year on an £11M
programme to improve the domestic accommodation.

We have concluded that with the new mobile radar system
in service there will be no strong operational cace for
retaining the Bishops Court site. We plan therefore to move the
radar unit to an Army range at Ty Croes, in Angelsey. Such a
move will bring substantial financial and manpower savings as

well as security and operatign ges, In addition to
L A
SESREY
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Cabinet / Cabinet Committee Documents
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Mr Meullert wrote to Mr McLouchlin agd other Ministers on 5
July to sesk views on our proposals for gur Procurement
Executive irfields, and he is gratefiul for the responses he
has had., He hag asked me to let yvou know that Ministers here
have decided to defer the beginning of the wider cansultation
exercise wuntil after the summer break. Officials here will be
in touch about the detalls Iin dus course.

Copies ga to the offices of the Ministers who received
coples of Mr Neubert's earlier letter.

Lfm E.ﬁwj,

g ett Y I

Z B C HOLDEENESS
(Frivate Secretary}

Simon Buck Esg

Private Secretary to:

Patrick Mcloughlin Esg MP
Minister for Aviation & Shipping
Department of Transport

2 Marsham Street

LONDON

SW1P 3EB




Published Papers

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

House ol Commuons

First Special Report from the Industry & Trade Committee
Session 1980-R1

Civil Aviation Authority Radar Replacement Programme
Observations by the Govermment on the Second Report of the
Committee in Session 1979-80

Published by HMSO [SBN 010 203381 1

[House of Commons

Second Report from the Industry & Trade Committee

Session 1979-80

Civil Aviation Authority Radar Replacement Programme
Together with the Proceedings of the Committee, the Minutes ol
Evidence & Appendices

Published by HMSO [SBN 010 027009 3

g f i
Signed ,QJ [ . Dale /3§ A5 2006
L
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I wrole Lo you o 12th November with a background note,
and 8 draft for the Prime Ministsr to write to Stephen
Rogs MF about the NATO competition for new alr defence
radars.

i

You will recsll that there is guite a history to the
competition, which involves C[hrees NATO-Tunded and three
nationally-furnded radsrsg. The Prime Minister had agreed in
1980 that finzncizl support should be provided for Plessey's
bid, and, if they won ths NATO competition, they would alseo
be awsrded the order for the nationally funded radars. We
then had the further problems of re-bildding and my letter
eloasd by advising you thet an Arbitrstion Board wes sitting
to dizcover whether the bid made by the American Eﬂmpaxy
Hughes, wes fechnically compliant.

The Prime Minister may wish to knoow that, although the
Arbitration Board fourid Hughes' bid to be compliant, the
Flessey bid subssguently proved much mere compellitive,
Subject toc the satisfactory ouvtcome of Lhe remaining stages
of contract negotliations, lhereflore, Fleasey will be awarded
the contract for Lhree NATO-funded radars, and the order for
thres nalionally-funded radars. Plessey were informed of
Lhe outcome late yesterday, and they and the Ministrvy of
Defence will be msking an snncuncement today.

There is no need for the Prime Minister to write sgain
Lo Mr Rpss who had also written to Ministers here, and
Mr Gecffrey Pattle is advising him of Plessey's success,

Z"ﬂ“&;—‘ﬂ

f/i-xri

(D FIPER)

W I' 3 Rickett Esg
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From the Principal Privale Secrefary 29 February 19H4

Sir Erne=st Harrison, Chairman of RACAL, telephoned me
today and asked for Lhe Prime Minister's help over a contraect
for Blind Landing Gear which the Civil Aviation Authority were
planning to award to a French Company, which had been inm
competition with RACAL and s Germin company for the contract.
Bir Ernest said that the award of this ceontrasct to a French
company would be disastrous: for RACAL,

I said that I would teke delivery of Sir Erhesl's messape,
¥hen Sir Ernest pressed me To say that this oifice would press
the CAA Lo re—-coasider, 1 said that I ecould not do that without
looking inte the matter. Bir Ernest then said Lhal be understood
that there was a procedure whereby the Prime Minlster was always
informed before a contract was given to a2 foreign company: |
sald that this was not correct, '

This matter may well be raised with the Prime Minister
elther in Parliament or outside it; and I should be grateful
if you could let me have a note on it and on whether the Govermment
has any locus or reason for intervening.

I am copying this letter Lo Callum MeCarthy (Department of
Trade and Imdustry}.

Mig=a DA, Kichols,
Department of Transport,
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LETTER T0O PRIME MINISTER FROM MH STEFHEN ROSS MP

Your letter of 28th Coteober ts David Saunders-asked the
epartment of Industry to prnrlﬂw - draft reply to M- Slephén Ross’
letter of 21st October to the Prime Minlster secking her sssistace
in the immediate placing of an order for new air defence radars
with Flessey Radar Ltd, or alternatively authority to incur initis
launching costs, It has since been JETLCd that Minlatry of ‘Defencs
should take the lsed in providing the draft, co-ordinating as
necessary with Depsriment of Industry.

There ia en extensive history to this procurement, which
Irvolves T NATO-funded radars {the contract for which is %o be
swarded following WATO competition) and 3 nationally-funded radars.
In 1980 the Prime Minister sgreed that Ministry of Deferice and
Department of Industry shosuld jointly provide financlal support fo:
Flessey's bid for the orders; Mike Pattisonts letter Lo David Omsnd
deled PRth Jupne 1980 refers This suppert was o be given 1T
rlFEHEf won the NATO LﬂHpHL.tan, in which event they would also
be given the order for the nationally-funded radars, The £8.8M
Covernmend ~qur““ {later increassd) wes thus relsted to a total
arder for & redars. As you will lknmow from subzeguent corrosponcenis,
in parfticular Rishsrd HnLcy's letter of 20fth March 198% to
Mike Pattison and Lord Trenchard's note to the Prime Minizaler of
Fth April 1981, we found it necessary to re-bid the competition 2
the ® JATO-funded radars with the expectalion that it would be

egolved by March "932. Confident that the bid Tthey madse in AUgU
1981 would win the re-bid competition, Flesazey begsn Lo ssscmble
teame To manufzcture the radars, Unfortunately the re-bld has
gone smoothly.

In his letter to the Prime Minister, Mr
Flessey "nave been kept orn tenderhcoxs lor some
firatly because of objections by the French whicl
overcome and more recently by tha various actions

certalnly true that the

corporation ol the USAD. A R O
11y long time te know whetker

has had to wait an exceptlona

1
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This letter from Stephen Boss clalms that Plesseys arc pbouts

te igsue redundancy notlecs to 35 skilied workers because of delays

-

ig ploecing the contract for the ASR 15 BE:-rTadar. There are: two

parts io Lthis goniract, one involv¥ing thres NATO-Tundad racars

to be zwarded fFfollowipyg o HATD competiticn, and one invalwinge
national-funded radars for the HAF. Stephen Hoss pleads
he RAF contract sheuld be swairded to Plessey strzignt away,

the Government should provide some form of bridglng support,

The draft provided by the HOD below explains the ressons for
the delsy in the NATO competition. . It says that the outcomes should
be Enown in #aomabtler of wooks., It urges Plessey to stay their han:

uniil the ontoome is Enown,

The background note at A explains why the MOD would nol Like
fo bring foyward the HAT contract. It alsc recomends against
brideing suppert. But the Ministry are workinpg on the peossibilities

for bridging support 1n case you favour that course,

Are vou willing to sign the attacheéd letier?

15 November 1832
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DEPARTMENT OF
HACAL INSTRUMENT LANDING SYSTEM
Thank you for your letter of 10 May inTorming me that
Racal had negoti: oy : Lhe German company
SEL which would enable Racal o market SEL's Category III

instrument landing system.

fou mentionsd that Racal had aoffered to provide the CAAR
With a8 set of the SEL equipment to Test, We understand
from the Authority that Hacal's principal ohjective is

Lo get a CAA “seal of approval! for the equipmment which
will help them to =ell 1t to others, Ho doubt they also
hope that if the CAL gein some practical gxperience of the
SEL system thoy might look favu'rab]y o it If their

reliability trials of the Thomson-CSE Eystem proved
unsatisfactory. Racal may well be right, but vou will
appreciate that CAA could not on one set of eguipment

CRrry out a trial of the kind for which shey are buying

Tive =ets from Thomsaon,

D3 NOT TYPE ON REVERSE — LISE A CONTINUATION SHEET
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POfUrs Chalken

PS3/Mr MItchell

PS/Mr Larzarus

Mr Knighton

Mr Palner

Mr Noulton
PE/SECRETARY OF STATE Kr Twyman

Mr Steveley

Mrs Ramsay

Ly

The Sesretary of State for lrade and Industry has written about
BCton Racal have taken to enadble them to offer and market thie
categary 111(bling landing) Instrument anding System produced oy
the Germen firm SEL. He asseris mhal Racel have offercd to lend
one Tree to the CAA s0 that they can evaluate it as a fall-back
altermgtive to the French-equipment, and hopes that CAA will pick
up this offer.

£ . I nave apoken to Lhem about it, and I am afraid that the
“alffer" is not guite as portrayed by Mr Tebbit, Racal have asked
the CAA to evaluate “‘he eguipment and give 1t & “seal of Hpprovel™
which will help Lhem to sell the equipment to airports who might
e interested in 1t. No doubt they hope that in ihe process the
CAA will pel to know the capabllities of the Ey=tem, and might be
disposed to order iz i their religbllity trial of the Eranch
squipment they have ardsred does oL come up Lo expactaticns.

Sut they ecould not with s single system evaluate the 8EL equip-
eent 1o the same way as they are testing five sets of the French
ILS .

< I Ine problem for the CAA 1= that Hecal MaY make the system
available to them fres, but they would incur quite considerable
expense in asscsaing it, arnd sinee they do hot have any present
intantion of installing it af sirports where they provide aip
teaffic control, they would rnot sae AfrY tangible returty for £Hg4
gxpenditure, They ars tharefore urging Racal to persugde a nope
WATS airport to install the equipment, when the Authority, in its
regulatory role would be obliged to scarry out tests to aEpprove the
use of the installaticn, but would He able to recover its costs
through Lhe charses it makes for that service.

4., in speaking to the Dirsctor Genergl of Telecommunications

1 urged him to respond as nelpfully as he could to Ratal, and to
mend fences with the firm, who sSeemed Lo have dropped their idea

of pursuing their complaint about the pricing of the Freneh equip-
ment. He assured me that the Authoriiy had no intention of hclding
that against Racal, and would try to help them with the SEI syatem,
Arovided it did net invelve the Authority in nugatory expenditure,

B 1 enclose g short reply to Mr Tebbit pent ¥ correcting the
Faocp ﬂ,1which L have also done with DTI afficialsg;

H J BLANXS
CAP

28/15

2l2-A9n9

18 May 1984 Eng
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Thank vou for your letter of 25 April about the CAA order £or
Instrument Landing Systems. I am glad to Hee that you will be
laocking carefully at the orocessing of the follow-on orders.

2 You may like to know that Raral have in the maantime reached
an agresment with 3EL which could lead to UE manufacture =nd warld
markek sharing of the SEL system which was not acceptable to the
CAA because it contained untricd elements. I understand that
Racal have offered CAA free loan of an SEL ayatem so that bthey may
evalunate it within the sams timescale as the French equilpmsant ,

3 This seems to me a heartening response Lo Racal's
disappointment over the French order and will I assupme be welcome
to the CAA as a possible alternative position should the French

evaluation eguipmsnts nobk come up to exnectations. Parhaps wou
would let me know if the Can see any difficulty in accepting

Racal's offer.
%&"‘"}
N
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flight testing. It could not recover these cogts if the
work wes done as part of its regulatory duties for licensing
airports and thelir navigstion equipment. So Ci4 are urging
Racal to persuade a non-NATS airport to install the equipment
for operational use. That may be & problem, because most of
the airports where KATS do not provide air traffic control
and equipment have wvery few aircraft equipped with autoomatic
landing systems. S0 they might not feel that investment in

a Category III system was Justified.

However we have urged the CAA to help Racal if they
and mend fences with them, and they have assured us that
will do so provided it does not invelve them in nugatery

expenditure.,

.

P L P

Jqﬁm%

NICHOLAS RIDLEY
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RACAL INSTRIMENT LANDING SYSTamM 1AW N

Thank you Ifor your iestter of 10 May informing me that
Hacal had negotiasted en agreement with the Germen corpany
SEL which would enahle Racal to market SEL's Cetepory IXX

instrument landing svstem.

You menticned that Racal hed offered to provide the caa
with a set of the SEL equipment to test. Ve underctand from
the Authority that Racal's principal objective iz to got a
CAA "seal of approval' for the equipment which will help them
to sell it to othera. WNo doubt they also hope that if the
CAA gain some practical experience of the SEL systen they
might look favourably on it if their reliability trials of
the Thomeon-CSF system proved unsatisfactory. Racal mey well
bte right, but you will appreciate that CAA could not on one
set of eguipment carry out & trial of the kind for which they
are buying five sets from Thomscon.

The CAA would like to help Racel, but even if Racal
provided the equipment without charge, the Authority would
Incur quite substentizl expenditure for its cwn staff end




10 DOWNING STREET

PRIME MINISTER

Lord Trenchard told vou
gaveral weeks ago that Plessey'g
bid for the NATD radar contract
was under threat.

I understand from
Lord Trenchard’s Office that
detalled negotiations are about
to take place in DBruss=els, but
that the situation has not changed
since Lord Trenchard's lasts

raport — Flapg A, — Sad e B |

On tile basis of the letlar
below, I bave neveritheless asked
JLord Trenchard's Office” for
|a brief report in the course of

Lll this week, with particular
reference to the pound/NATO
unit conversicn ratic. =

16 March 18981
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ATER DEFENCE RADAR PROCIUREMENT

You will wish to know that towards the end of this month
we shall be announcing that a NATO competitiom for the
replacement of the Alr [efence radars at Puchan and Benbecula
has been won by the American cowpany General Electric. These
Lwo radars are the start of a three part programme Involving
a total of 12 transportable three=-dimensionsl (3D) radars to
provide essential improvement te UK air defences., Thisz is
itself part of a wider NATD air defence iloprovensnt prozrsimme.

The Unlted Kingdom makes a substantial contribution to
NATO infrastructure funds and we believe that the Defence
budget should seek as much benzfit as possible In rsturn.

In terms of these survelllsnce radars we expect to receive
NATO funding of between £20M and L35M out of an estimsted total
caost of LE0M,

Access to NATD funding, however, requlres that selection
of conltractors mist be open to intermational competitiwve
bidding in accordance with NATOD wules, which reqguire the contract
to go to the company whose bid meets the specification at the
lowest price,

In the casc of the Buchan and Benbecula radars the Genmeral
Electric {of fmwerica) bid was £10.9M of which £8.25M is
eligible for NATO funding, This is substantially lower than
the bids of £23.34 from Marconi, £20.6M from Hughes and £15.7M
from Plessey (the latter bid in association with ITT),

I E11lizon Esq

1
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that the Authority hes always purchased most ol its eguipment Ifrom
United Kingdom sources and is adamant that it will continue to do

20 whenever 1t can.

1t is also relevant that HSA intend to place a considerable

amount of the work on fhis contract back in the United Kingdom =
about half the £9.7m total could be spent in this country. 1

believe that wvou will have received a letter from Mr Jeelond, the
Chairman of Philips Industries, in which he has emphasised the

extent of the group's activilies 1in Britain. He has also uﬁﬂﬁrtakcn
that although this contract was placed with Philips' subsidiary, NS4,
50% of the content will be manufactured in Britain by another
gubsidiary, MEL, which will share in any future orders Tor similar

equipment abroad.

I know that Marconi and Plessey are disappointed at losing
this contract but there is some comfort to be taken from the fzct
that British firms are expected to supply some 56% of the whole

£24,7m programme of which this contract is a part.

The CAA is keen to buy British whenever possible and Logether
with the Authority we are now considering how to ensure that in the
future British companies are best placed to offer the equipment

which satisfies the CAA's nceds and has the best export potential.

Cranley Onslow,
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10 DOWNING STREET

THE PRIME MINISTER " a7 May 1830

Voo Qards

Thank ¥ou for your letter of 29 April sbout the CAA's purchase

af radar egquipment.

I have indeed been taking a close personal inlerest in this
matter for some time past. My colleagues and I were particularly
concerned to ensure that the Authority, who had been in touch
with British industry aobout its needs for some years past, had given
due consideration to the original Plessey/Marconi bid for this”
equipment. In the later stages we also urged them to make a detailed
pppraisal of the furlher bid made by Marconi acting alone. They i
go and as you know the firm was able to make a full presentaticn ta
4 team from the CAA. The CAA team was a high-level group with
considerable techniczl competence led by a Board member. Unfortunatel;
the firm was not able to come up with a proposition which the taam
could recommend to the CAA Board, which then placed an order with
H3A.

The Authority considered that the 1iming of delivery was

crucial and the advanced stage of development of the HSA radar -

it ig already in production and operation - gave it a considerapie
advantage. Although we would have liked to see United Kingdom firms
win this business, 1 do think we ought to respect the right of the
CAA to taoke o decision which is within its competence and for which
it would be answerable to airlines and to the public who pay for

its services. 1 note the comments you made sbout the CAA's attituce

in your letter to Tom Trenchard but I think it only fair to record

fthat the




HaDAR HEFTACEMENT FPROGRAMME

Flens have now been finalised to replace the radar systems for
L Aviation Authorily/Ministry of Defence MNational Air

Traffic Bervices Programme.

The total cost of the radar replacement programme ig estimated at
£24.5 million, of which about 30 per cent will be met by the
Minigtry of Defence. lMore than half of the total value will have

bean contracted or sph?cnntraﬁt@ﬂ o British fimms,

The CAA placed a 21,71 million contract for secondary radar with
Cossor in 1979; a £2.5 million contract for primary radar aerialg
was placed with ARG Telefunken in -1979:; and a £1.2 million
contract for remote control and monitoring equipment was placed

with Marconi Hadar Systems Limited earlier this year.

A contract for the primary radar has now been placed by the ChA
with Hollandse Bignaasl Apporaten (HSA) to the value of £3.7 million.

About half of this could be spent in the United Kingdom.

A further £10 million-worth of contracts is still to be let,
principally in the United Kingdom for buildings, radar towars and

associated works.

Considersble work has besn done by the CAA in evaluating the
competitive bids made for the radar contracts. Crucial to its
decislon was the timing of delivery. The sdvanced state of
development of the HEA radars, which are already in production and

operation made them the most attractive choice in this respect,
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‘tlons Joan
CAA RADAR REPLACEM=NT

The Civil Aviation futhority (CAA) have today placed the sorntract
with H3A for fthe remainder of their radar replacement programms,

I attach a copy of the Press Notice which the CAA propoge to igasue
at noon on Fridey. Tnis text has already been discussed betwesn
our officials, but the Becretary of Btate haz made somes changes

to try to divert the attention of the story from the placing of
the order with the Duteh company to the overall UK content of the
radar order.

I an copying this letter to Mike Pattison (Wumber 410), Colin Balmer

(Tord Strathcona's Office) and to Richard Prescott {Phjmaatﬂr
GEHET&%'R Oifice).

Frivate Becretary

RESTRICTED




It 15 vepretinble that one of the UK firms was not able to
win this international competition, Hewever, to stop the contract
going Lo General Electric would mean withdrawing the request
for infrastructure funding; this would increase the cost ta
the defence budget and therefore the taxpayer, by some £13M.
Tt would be embarrassing for us in NATO and there would be a
serious risk of jeopardizing our bid for the much larger amounts
of infrastructure support needed for the other aspects: of UK
air defence lmprovements - possibly a further E70M.

Tn ﬁuvptnp’np thalr radars UK firms have been at & disadvanlbage
compered with Genersal Electric whose development costs have
been covered largely by national requirements for the US Marine '
Corps, JIn the context, 1N particular, of recent deciasions om
the CAA radars, this points to the urgent need to comsider
what can be done to enhance the immediate prospects of UK firms
in the forthcoming coupetitiens for the remaining radars. This
is of course primsrily a mattsr for your Department and we
are making arrangements for early discussions hetween Lord
Strathcona and Lord Trenchard. We particularly wish to make
saure that Britlsh firms have the beszt possible prospects for
winning orders not only for the remaining 10 radars, but also
for some 70 more radars which NATO is expected to procure during
the next decade.

1 am copyving this letter to Mike Pattison (No 10),
Roderic Lyne (FCO), Martin Hall (HM Treasurv), Stusrt Hampson
{Trade}, Richard Dykes (Employment), and to David Wright
(Cabinet OFfice).

e ‘ﬁw—ﬁj
(1)

4 (J D 5 DAWSON)
oy

i
CONFIDENTIAL
COMMERCLAL IN CONFIDENCE




TIMETAGLE OF SIVENTS - UEADGE RADIAR

T5th May Officigls raport cutcoma of AR 83Y
compatitblion — Duchan and Benbeculs,
anc warn of potential problem for
B conpenlss 10 next Stege of
coupetition;

lath May Minister of Btate, 20D, approves
cutcotig of ABEK OB ard asks
officinls to consider the prospects
for The next atsge of the competition;

Ietter from LP5/8 of B, MOD, fto
BPS/8 of 8, DOL, Copy Lo Ho 10,
advising oulcome of ABR B87 and
indicabing steps being taken to
help UK companies;

Z9th May o 10 gska for sdvice on how UK
cofipanied csn ope made compebtitives

ath  Jane Liord Strathoona and Lord Traenchard
discusg way forwsrd and ask
officials to obtein informaticon
from companisg to assist in
replying to Ho 10
a way ahead;

Officials gdvise Miniaters: of
pogsible waya of assipting UE
LOC ST,

Lord Strathoong pnd Larnd Trenohatd
meet to consider this advice and
PIopoBE LeETms o Tepiy o No-Jlk

B aof &, MOD, minules Lhe Prime
Hinigbar:

IT of NATQ

Tenderse o Stage
e,

+ o
campati tiocn exp

o
o
T
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COVERING SECHET

PRIME MINISTER

I mentionad to you this report from My, Pym about the next

round of N.A.T.0,. raddar conitracts. [n consultation with the

i

Department of Industry, ﬁé has concluded that nothing can be done
to help Marconi, but that Plessey (bidding for a different part of

the system) may merit assistance, They need to reduce thelr price

By €P.E million to have a near certainty of winning the contract,
The Ebmp&nf_iﬂn find £0.6 million., Defence and Indostry can find

8 million, and suggest that the Treasury might help to bridge the
Eap .,

-
I understand that Mr, Biffen is 1likely to come back to-you

refusing to find conllagency reserve money. The declsion time-

table is tight, You will need to give clear instructions before

—— el
vou leave for YVenice, as the tender must be submitted on Monday.

e —

Plesseys have won good overseas business in radar. When

they did not win the alr traffic control radar tender, you were
led to believe that there would be ather pgood contracts for them.

If we are going to help them, we need to find the full amount

SEEEEE}Eu, and we n=ed o hope that the French will nol adopt a
competitive win=-at-all-costs approach. You are unlikely Lo
squeszoe any mooey out of the Treasury in the course of tomorrow.
If vou want to do yvour best to ensure that Plessey pet the con-
tract, I think that you will therefore need to direct Hi;_EEF
and S5ir Keath Jogeph to find the full £2.2 million from their
joint resources, They will have to gct guickly. You may thiok

it worth having a word with them tomorrow afternoon, perhaps with
Mr. Biffen,

How would vyou like to proceed?

= L;L“ij n -

(&

18 June 1980

COVERING SECRET




10 DOWNING STREET

PRIME MINTSTER

You azked to have a

word with Mr. Pattie zgbout
= = —

the HATO competition for

e gy

Air Defaence radar, He is

on 8 vigly to Cyprus until

Monday.

Do yvou want to discuss
it with Mr. Pvim early next

weak

e o
(e 7
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10 DOWNING STREET

From the Private Secreiary May 1980

,é‘/?fmﬁkw

The Prime Minister today spoke on the telephone to your
Secretary of State about NATO Air Defence Radar Procurement.
The Prime Minister explained that she was most concerned about
the disparity botween bids from American companies and from
Britlish companlies, as described in your letter of 23 May. BShe
asked that there should be a thorough z2nalysis of the basis of
this, s0 that Ministers could have a clear picture of whether
this arose from American arrangements to cover development costs,
from the exchange rate, or from a form of dumping. She =aw no
prospect of Britain obtaining orders for the remaining sets in
this programme if the bidding continued on the eurrent basis.

Your Secretary of State undertook to have this investigated
in detail, and to consider what steps could be taken to put
British bidders in a more competitive position for future con-
Lracts under the current programme, He stressed that the dead-
line for the firat two sets was close of play today, and that
this would now have to be allowed to go through., The Prime
Minister concurred with this.

I would be grateful if you could pow ensure thal further
work is put in hand, in conjunction with the Department of Industry,
and if you c¢ould lel me have a note of the likely time-=scale.
The Prime Minister accepted -advice that the Government should
nol intervene over CAA radar procurement on the bhasis that there
would be opportunities arising in the defence field. These later
developments seem to put this in serious doubt.

I am sending copies of this letter to Ian Ellison (Depart-
ment of Industry), Stuart Hampson (Department of Trade), Martin
Hall (HM Treasury), Paul Lever (Foreign and Commonwealth Office)
and David Wright (Cabinet Office).

FHAS oV

. Vol

Jonathan Dawson, Esq., .,
Ministry of Defence.

en




CONFIDENTIAL = 45r’fe e
f}di:* e
7t .@ﬁa{:)

MINISTRY OF DEFENCE 5/

=
rEAIN BUILDIMSG WHITEHALL LONDON SW1 %
falephane d1-sxmaoxe 218 2111/3

MO EE,-"'?,."E Sth June 1980

AIR DEFENCE RADARS

The Minister of State for Defence, Lord Strathcona, met
the Minister of State for Industry, Lord Trenchard, this
morning to discuss, in the light of the FPrime Minister's
telephone conversation with my Secretary of State, the subject
of Air Defence Radars. We are alming Lo reply to the
substantive points made by the Prime Minister and recorded
in your letter to me of Egthiﬂﬂy within the next fortnight, |

I am sending copiles of this letter to Ian Ellisen
(Industry), Stuart Hampson(Trade), Martin Hall (HM Treasury),
Faul Lever {Fnre‘j.gn and Commonwealth Office) snd David Wright
{Cabinet Office).

(J D 5 DAWSON)

M A Pattison Esg
10 Dovming Street

CONF IDENTIAL
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Az you krnow, I have power only to refuse to senction that expenditure,
not to reguire that some other purchase should be made. In any case
I would mot wish to owverride the views of both the CAL Board, its

technical experts and the Three man evaluation review board.

I realige that a decision to buy from HSA may be widely criticised,
but I see no advantage to be gained from putting off its announcement
or from further rounds of Ministerdal discussion. The public airing
(by the companies themselwves) of the problems of both Marconi and

its jilted ex-partner Plessey would do no less harm to the British
indugtry than the logs of thig part of the £27.5m programme. The
widespread publicity for the affair has already demaged the reputation
of British industry. If we were to refuse loan sanction to the CAA
we would in my view be subject to domestic, political and EC criticism,
as well as running the risk of retaliation against our own high value
exports wo Holland. The political row here, in the Hagu=, Brussels
and Luxembourg should pot be underestimated.

p—

I am copying this minute to the Chancellor of the Excheguer, the
oecretary ol State for Indugtry, the Becretary of S5tete for Defence,
and S5ir Bobert Armstrong.

o\

Dapariment of Trade
1 Victoria Streel
Iondon, SW1

2% April 1980

CONFIIENTIAL

i
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HEA obviously realise that thelr system, which is working in
Singapore, has emerged first on grounds of technical merit,
credibility of timely delivery and price. The company claims to
have repeatedly made offers of collaboration and UK production to
Mareconi on the 14 HEA long range surveillance radars which have
been ordered by the Hoyal Navy and which are said to have BO%
electronic commonality with those offered to CAL. [y Department
now kmow that HBA informed the Department of Industry on 16 January

f this year that if they received the CAA order, S5C% by value
of the work would be placed. with their subsidiary, MEL of Crawley,
and thet future BN orders (for which I understand there is =
—————
prospect) would then also be produced there.

Both HSA and the Duteh Minister (Economic) in Iondon, Mr Van der Tas,
have pointed out shat we export a great desl of high technology
eguipment to Holland. Holls Boyca, Westland and Perranti are major
defence suppliers and Marconi hag won a contract to supply all the

comminications equipment for the 12 new Dutech 3 class frigates.

Mr Van der Tas, in the absence of the Ambassador, has received
ingtructions from the Hague to raise this matter with me, and he
expressed the hope that the general rules for competitive bidding
in the EC would not be ignored. [The message also contained the
statement that the specisl relationship with the Wetherlards in
flhdhjpbuthe context of more general EC digeussions should not be overlooked",
fﬂJf'L;frK;’W_;f'xd,f”“aa#’-“-*"'“n-ﬂ'“m_ﬂ;"WM*###—E‘J_HH#’“M_.—dh_ﬂ
It seems certaln that at their meeting tomorrow the CAA Board will
declide %o seek my formal approval for the expenditure to make this
purchase from HSA. The composition of the total radar replacement
contract will be as shown at Annex and will include over 55% of

British equipment.

CONFIDENTIAL
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rigk prejudicing its duties by rejection of gystems already developed
and in uge, in favour of an undeveloped systen.

L should now bring you up to date with the latest developments.

Tiie CAA Board met on 5 April to consider the report.of a review
board upon the National Air Traffic Service (MATS) experts' proposal
%o place the contract for the radar system with Hollandse Signasl
Apparaaten (HBA). The members of the review board were men of
unguestioned ability. Professor David Eeith-Iucas (Chairman of

the dirworthiness EEquirEE;ﬁﬁrﬁﬁﬁ;E_and a former CAL Board member),

Dr andrew Stratton (a specialist in navigation equipment with long
——— e
experience at the Royel Aircraft Establishment, Farnborough, and an

exigting Board member) and Professor Alevxander Eennaway (an engineer,
nanagement systems apscialist and a Board memberjl Théy confirmed
the earliier judgement that the Authority should not purchase the
Flegsey/Marconi gyatem or the Marconi slternative proposal and

found that the HSA system was superior tc the Westinghouse eguipment.

(The AEG turning equipment has already been ordered - and there is
effectively no alternative.)

Nonethe less, as I had asked him to do, Sir Nigel Foulkes guided the
Board to defer a final decision until Marconi had had a further
chance to explain their proposals in more detail. IMr Sunderland,
Managing Director of Marconi and his tear met the NATS experts and

Ir Strattor last Friday. I understand that Mr Sunderland was unable
to convinee Ir Strattomn that the new proposal was superior to that

of HSA, as well as those of Westinghouse and the earlier joint
Marconi/Flesgsey consortium, nor was he able to give a price for the
system, which he expected would receive a gubsidy from the Department
of Imdustry.

CONFIDENTIAL
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CAA RADAR REFTACEMENT CONTRACT
In your letter of today's date you agked for a report on the pre=zent

gtate of play on the choice af a replacement for the WATS radar
gystem, -

-

Tt will be retalled that the earlier geries of Ministerial meetings
on this subject were largely provoked by letters of protest from
Ileggey axmd Marconi at their likely exclusion, and Ministers were
then led to believe that Westinghouge was the preferred system. My
cecretary of State did, however, inform the Prime Minister {and the
~ecretary of State for Industry and Iord Strathcona) at the meeting
on 17 Jamary that even if we were to refuse loan sanction for a
purchase from Westinghouse, we would be faced with a request for loan
sanction for the gystem of Hollandae Eignaal Apparaten (HSA), (am
Netherlands firm controlled By Fhillips), which was the CAA's second
option (Mike Fattison's letter of 17 January).

Singe then the OAA's technical assessment team has looked at the

front runners in greater depth. 48 a result of their further examination
{which included a vigit to Singapore to see the HAA system in operation
there) their congidered judgement is that the HRA system has & somewhat
better technical performance than Westinghouse in a rnumber af respects
(eg Westinghousge has a lower rejection of "elutter"), At the same

time, 8 signilicant price difference in favour of HSA hag emerged.

The CAA tlerefore felt 1t ought To 1060k again at the comparative

merits of Westinghouse and HSA,

Since the vejection of the Plessey/Marconi system, the two companies
have divided. Marconi put in a bid to keep in the running but placed
no price on 1tg gtill to be devaeloped systenm.

In angwer to the FPrime Minister's specific points, her understanding

of the position is of course, quite correct. The British system (that
is Yo say the system of transmitter-receivers and associated equipment
offered by Marconi) iz not yet in operation while both the Westinghouse
and HBA systems are already operating and are tried and tested.

CONFIDENTIATL




10 DOWNING STREET

From the Principal Privale Secretary 16 April 1980

MQ‘“”.F

ChAA RADAR REPLACEMENT CONTRACT

The Prime Mionister has seen your letter
of 14 April 1980 about the latest state of
play on the choice of a replacement for the
NATS radar system, and she discussed the
matter with your Secretary of State when she
gaw him yvesterday morning. At the end of
theirtalk the Prime Minister told Mr. Nott
that she was content for him to procead in the
way he proposed. She would, however, be
grateful if he would continue to keep her in
touch with further developments in the story.

I am =sending cople=z of thizs letter to
Martin Hall (Treasury), Ian Ellison (Industry),
David Omand (Defence) and David Wright (Cabinet
ﬂffi¢3]+

8
Ve e

e ok,

3. Hampson, Esq.,
Department of Trade.

CONFIDENTIAL




pgecondary surveillanca radars
- grdered from Cogsor Electronice (British).

B Primary radar system

& ‘aerials and turning sear
s S

- ordered from AEG {German).

tranamitter-receivers, agaocciated aignal processors
and plot combinars
- oW to be ordered from HBSA (Duteh) but with
S0% content from MEL (British).

radar site control snd monitoring syetems
= ordered from Marconi {British).

In total the order will be worth about £24.7m (4 VAT), of which
UE firms will be supplying £13.8m (56%).
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10 DOWNING STREET

From the Privale Secréfary 30 April, 1980,

The Prime Minister has seen your
Secretary of State's minute of 23 April,
aboput the CAA radar replacement contract.

She agrees that Mr. Nott should nol intervene
in the CAA's choice of equipment, and she
understands that CAA are therefore likely
to go ahead with ordering from HSA today.

I am sending copies of this letter to
Martin Hall (HM Treasury), Catherine Eell
(Department of Industry), David Omand
(Ministry of Defenca), and David Wright
(Cabioet Office).

Stuart Hampson, Esg.,
Department of Trade.

CONFIDENTIAL




The Heathrow radar will have a raage of S0 miles, the othars a

. o,
range of 1680 miles except Yorkshire which will have a range of

Ay = S ara Y eatraT i e Fha whele o F Tearler L -
210 miles. ZEffectively covaring the whole of Ipondon, Sounth., East

acd horth-eaat bngland, they will fesd radar data to the Iondon
Alr Traffic Control Centre at West Drayton, which provides services

to air traffic ower the whole of England and Wales.

Other Projects

The Civil aviation Luthorily's practice has always been fo buy
British whenever practicable. The radar replacement programms
15 only one part of the CAA's wide-ranging re-equipment programme
over the next five years which, as already announced, will total

well over £400 million.

This programme will include a wvariety of projects such as the
nodernisation and extension of the Iondon Air Traffic Control
Gentre; navigational aids and contrel towers. The CAA i= keeping
in e¢lose bouch with British industry on its plans for these
projects, and would expect British firma to win a large proportion

of the worlk.




and they also met the CAA's requirements in terms of technical

performance and flexibility. &Similar equipment ig already in

gervice in Singapore and with NATO,

Timing

Delivery of the new radars is required progressively from 1981
onwards in order bhat siting, evalwation gnd setting-up trials can
be completed before the equipments become operational from 1983.

This Timing is critical if the Kational Air Traffic Services

(HATS) are to contimie to provide an affeective and eafe air

traffic service.

The radars currently in use need to be replaced and, in addition,
they are not compabible with the radar data processing systems

in usze and beipg developed at the Iondon Air Traffie Control
Centre. Unlesgs these radars are replaced by 1983, the National
Air Traffic Services could resch a situation where civil flights
would have to be delayed, re-routed or cancelled and military

flights adversely affectead.

Iocation and Range

The new primary and secondary radars will be sited at Iondon
Heathrow Airport to provide szervices for Airport Approach Comtral
and the Terminal Control Area, and at locatiens in Sussex, Essmex,
Lincolnshire and Yorkshire to provide long raﬂgc:cnvc: for en-route

and off-airways gservices.
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CAA RATAR REPTACEMENT CONTRACT Tlf

w%]
In your Private Becretary's letter of 16 April you asked to be kept '
informed of developments on the CAA Radar Replacement Frogramme.

Youn will recall that the Ministerial meetings on thig subject, and
ne Question which you faced in the Houge, were gparked off by
political lobbying by Flessey and Marconli. At that time it was
made plain by the GAA that, although it currently favoured the
Westinghouse bid, the HBA proposal wag regarded as the second
contender. Had it not been for the lobbying by Fleasey/Marconi no
setatement need have been made at that stazxe and the further assess-
ment which led to HSA's emergence as the favourad contender on
grounds ol technical merit, delivery date and price could have
contimmed without political embarrassment. The final decision by

CAA has heen further delayed by a late bid from Marconi, who having
dumped their partner Plessey submitted a less than detailed proposal
to which they were not able to attach a price. Marconl's claim

tnat this is a superior proposal to that which they earlier made
with Flessey buttresses, rether than undermines, the CAA's ecritical
view of that consortium's proposal.

Tnroughout this controversy the CAA have emphasised their general
policy of buying from British firms wherever possible. The key
igaue has been not whether the British companies have general
competence in radar systems but whether they could meet the time
scale required (and which it would be risky to extend) to develop
a gystem to meet the CAA reguirement. The CAAL bears the statutory
responsibility to provide for the safe and expeditious conduct of
air traffic and it has had to Judge the extent to which it should

CONFIDENTIAL
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DHIME MINISTER

You were content wilh Mr, Nott's proposal
to let CAA go ahcad with its radar contract

for Duteh cgulipment,

We have now heard that Sir Eeith Joseph
would like a little more time to consider this.

—E

This does nol interfere with Lhe decision
making schedule, so il vou agree we will hold
back until next week in case Sir Keith wants

to come back to you.

25 April 1980

e
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PRIME MINISTER

Civil Aviation Authority Eadar Coniract

Sir Keith Joseph has now confirmed
that he is content to accept Mr. Nott's
declsicn not to dintervene on this purchasze,
CAA will now buy from the IDiitch supplier.

: £ wESNVESTAY ]

The coptraclt will be placed Ltomorrow,
in order to aveoid a price increase which
would be effective on 1 May.

Yy 8 ~a

29 April, 1980.




..Féhﬂﬁﬁ&meJL_ﬁw&i,
10 DOWNING STREET

8 July, 1880,

Dear Norman,

Thank you for your letter of 20 June about the difficulties
faced by Marconl Radar Bystems in the NATO funded competition for
Air Defence Hadars for the RAF. I too very much regret that a bid
from British industry was not successful in the first stage of this
Early Warning Radar replacement programme. Having looked personally

into the problems posed for our industry, I have_nsked Keith Josepk

to advise me whether there are any general measures we might take,
in view of the larpge volume of NATDO business which will be available

over the next few years.

As far as Marconi's immediate problem 1s concerned, the
Department of Industry is in close touch with the company about
the much larger second and third stages of this radar replacement
programme and in particular what steps might be taken to improve

_théfcmmpetitiveuess of their position. These discussions will
.ﬁléarly have to take into account the better position which the US
competitor currently is in, as a result of their established

production programme. 15

Yours ever,

{8GD) MT

The Rt. Hon. Norman 8t.John-Stevas, M.P.




INDUSTRY AND TRADE COMMITTER

CAA Badar Replacement Propgramme

Press Statement by Sir Donszld Esberry, the Chairmsn
of the Industry and Trsde Committee

/ Hut lor muklication or relesge before 11.00 hours
or onurssay A bn duly 1860 S

Since February the Industry and Trade Commitiae
have been cons dering factors which impair the K=
export performence and increase our propensity to
import mznufasctured goods. The Comnittee have heard
evidence from mary sectors of British IndustTy and
many different issues nave been raiged with us. The
short report which my Committes have publish<ed Toasy
deals with s subject which has been raised by geveral
witnesses z2nd wnich freguently srouses cOncern: the
purchaze by a UX publie authority oi equipment from
overseas.

When the Odivil Aviation Authority announced in
May thet an’imporsart part of a contract for tlie
replacemsnt of radur systems Tor the Wational Lir
Preffic Bsrvices would be placed with a Dutch Tirm we
imrited both the CA4 and the two main potentisl British
suppliers to give evidence to us. Uur report gives
ouT assessment of the issusg iavolved. We recognise
that in trhe end on price grounds the contract probably
had to be placed abroadi. e suggest, however, that
egrlier delays and an insistence by the CAA on &
precice specification caused difficulties for the
British companies. Ws conclude by urging that every
affort be made to see that for the future public
authorities (such =5 the CAL) do their utmost to ensure
that as high as poesible s proportion of contracts
awarded by public authorities are placed with British
firms,

g mmmdHF RS EEEEE W
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COMMITTEE QFFICE
HOULE OF COMMOME
LONDOM SWIA OAA

oi-219 SHED (DBirset Line
01-219 3000  (Switchbaasd)

[NDUSTREY AND TRADE COMMITIEE

Informatiorn for the Press

The Industry and Trade Committee's Second Report
for Seseion 1979-80 on the Civil Aviation Authority's
Radar Replacement Programme will be published on
Thursday 17th July at 11.00 a.@. ag Houee of Commons
Paper lo. 700

Aoshort statement by the Committee's Chairmen is
encloged on the c¢lear understending that it should pot
bas published or released before 171.00 a.m. on
Thuradey T/th July.

G. Cubie,
Clerk to the Commities.

16 July 1930




SECRET

Record of a Meeting to discuss Hadar Procurement held at 10 Downing
Stireet at 1510 on 20 June, 1980

Presaenl !
Prime Minister
Minizter of Btate for Defencec (Lord Strathcona)
Ministor of State for Industry (Lord Trenchard)
Contreller Aircraft, Air Chief Marshal 39ir Douglas Lowe
pr. —d. Thyhns

D. %Wolison

T. Lankester

K. Patiison

The Prime Minister said that she had seen the minutes of

12 June from the Secretary of State for Defence and the Chief
Becretary. dhe was not prepared to contemplate any charge on the
contingency reserve in the course of finding moans of relioving
Plessey of research and development costs, The suggestion that the
Treasury should contribute £1.2 m, egualling the additional VAT
receipts from purchasing the more expensive British eguipment

was unaceeptable becauseé the sum would be a charge on the contingency
resarve , She was nevertheless prepared to contemplate assisting
industry where research and development costs were heavy, Unless
help was given, companies would never get a foot in the door.

This gpproach was only worth=-while if initial assistance would
provide a launching pad Tor real prospects of oblaining orders
over a period of time. che had seen a suggestion that Plessey might
have prospects of business worth upto £150 m if they were enabled

to win these initial orders. This seemed quite optimistie.

Dr. Thynne considersd that the Plessey asgessment was not

unrealistic. Lord Trenchard explained that the radar market

would be worth £1 bn over the next decade. Bir Arannld Weinstock
had confirmed in writiong that, if bhis company {(Marconi) was

helped over the current hump, it would expect to be able to compete

/ agalmn
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In further discussion, the Prime Minister noted that the
COmpany had made it clear that ahny tehdel pricea below £6m per
uni+ would threaten the ecopomic viability of future business
in the Tield. She also noted that the f6m figure would not
offer a near certainty, given the cbvious French interesi in
securing the contract. BShe recegnised that both Defence and
Industry programmes were very tight, but concluded that the
Goverpmenl should offer to meet Plesscy R and D expenditure of
£8.8m, wilh the cost divided between the Defence and Indusiry

programmes over a three yealr period.

In the course of the discussicon, the Prime Minister
enguired about the baszis on which NATO infrastructure costs
werae apportioned between members of Lthe Alliance, and aboud
the success or otherwise of British manufacturers in securing
contracts under such funding. Lord Stratheonsa undertook to
arrange for a note oz this to bhe submittied to the Prime Minister,
and I would be grateful if you could confirm that Lhis is an hand,

I am sending ecopies of this letter to Catherine Bell (Department
of Industry), Alisteir Pirie (HHM Treasury) and David Wright
(Cabinet Office}.

Pavid Omand,
Ministry of

q]:'l: ."L T] I:':'_III--I-H'..-I.::LL 1” r[qulﬂLhLL
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10 DOWNING STREET

Fram the Frivole Secretary 20 June 1980

The Prime Minisiter hes consldered vour Beecretary of State's
minute of 19 June about Redar Procuoramsnt. She hazs also scen
the Chiet Secretury’'s minute of the same date commenting on this,

The Prime Mipnister this afternocon discussed the issue with
Lord Strathcona (accompanied by the Contraller Aircrait) and
Lord Tronchard (accompsnied by Dr: Thynnal. Tho Prime Minister
explained that she accepted the Chiefl Senretary's view that there
conld be no call on the contingeney reseeve to fund R and D costs
related to the potentinl radar conirscis. But she recognised that
many other countries provided assistance to meet such costs in thils
highly competitive [ield, and she was therelore preparcd o mafe =
Coverument contribution, from within the Dofence and Indusiry
programines, This was an industry with 2 geod record, with prospects
of very substantial future buslness in the radar field:! assistance
with R and D costs scemed essential if the company was Lo be able
to get in on the ground floor. Lord Strathoeons stressed thalt whilst
the Ministry of Defence wauld prefer to maintain a heavy radar
industry in the Chited Eingdom, this was pot 8 strateglc imperative,
Any payment mads by the Ministry of Defence azbeve the price of tha
ieast expensive sultable system would be money lost to the deleante
effort, In view of the offer his Depar ment had already made, he
had hoped that the Tressury would beé able to make & contribution
in respect of the additional VAT receipts which would accrue to the
Exchegquer from purchase of the British equipment. Lord Trenchavyd
stressed that the Department of Ipndustry's resources weTre already
gtretched, and it was clear that there were much larger demands
yvet 10 be made which would present major funding problems. ﬂ* the
same time, British support for rescarch and development St
pltifuvl against that available to European competitors.
an increased Government Iingneial effort would be necessSars
preserve the stronger partis of our industry. In the case o
particular contract, Plessey had now agreed to wrlle off '
£0.4m themselves, and had agreed that Industry money earmark
another Plessey longer-torm project could be switched to thi

{ In further discussion,

SECRET AND COMMERCIAL IN CONFIDENCE
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Shorrock Security Systems Ltd.
Shadsworth Road - Blackburn- BB1 2PR-
Cur Bef: S5/MD Lancashire - England.

Telephone: (0254} G1644 (15 Bnes)
Talex: 836151 SHOROK G

The Rt. Hon. Margaret Thatcher, M.P.
Frime Minister,
10, Downing Street,

LONDON i3th March, 13981

Dear Mrs. Thatcher,

May I request that you please ask your Minister of
State for Defence for an urgent update on the status of
the current NATO radar contract for which Plessey of
Gt. Britain and Hughes of the U.5.A. are the main
contenders,

Should you receive a reply that Plessey are less
competitive in the latest review, please .guestion the wisdom
of the decision and ask to see the £ to NATO unit conwversion
ratio. I believe, since the pound is lower, the British
bid will now be the more competitive on all counts.

I have knowledge that Hughes and the U.5. officials
af NATO have pulled out all the stops to win this contest
and, to make thelr success more palatable to the U.X., they
intend offering the U.K. not half a lsaf, but only a few
crumhs.

I wish to declare that I have no financial, business
or personal interest in the request I have made other
than that I am a membear of Great Britain Limited and
I wish to sea us win through.

Lastly, may I wish you strength to your elbow and keep
on course irrespective of how rough the weather,

Yours sincerely,
SHORRCK SECURITY SYSTEMS LTD

X L Pt ‘t'&u_.L‘

DR. §. SHORROCK
Chairman & Managing Director

I FHurasei Lananig
- 5 Nesgagibham BNe, T HE1ES
Peaitmgruam  Shellieid - Sincon ' Fog, (i Shamisiase i Fleasd,
WS & | iangver. Marignd  San Maien o fiF: ¥ Fham, digi 25 B s ke, HEIT ST
B mparpi i fajm, My Bignpa




10 DOWNING STREET

From the Privareg Secretary 16 Maorech 1981

Thank vaou for yvour letter of 13 March
following our telephone conversation that day,

agbout UE interests in & NATO radar contract.

e will follow up the points which you

MmaEEe .
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10 DOWNING STREET

From the Privgie Secrefary 16 March 1451

dow ulmer

We had a2 word last week about the NATO
infrasfructure redar contract, on which
Lord Treochard reporied some weeks ago Lthat
Plessey's bid bad run into difficultlies.

The Prime Ministéer would like a note
on where matters now =tond, It has heen
suggested to her that the pound/NATO unit
conversion ratio may be relevant, in view
of recent currency movements.

L should be grateful for & note by
18 March.

HAAS LA

Sk /‘gﬁm‘,
s ¥. Balmer, Esqg:,
Ministry of Defence.
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TE znd to thz resocurces of the Alliasnce. Any ebjeciion
about the sdversa effect on infraatructure: funds would ba
countered by a UE offer to fund the difference. This
would cost us approximately £700E,

 m—
2. It ig impoesible to forszee how far the US will want
to preas the cther objection of & deviabion from the terma
of the originsl Iovization to TF:ﬁ&ﬂ The counter her
woinld be to re-run the competition but this éarriss g high
rigk that, with Bughes now hHaving won a parallel HATO
competition for three radars for Norway, with F-EEFP" 11rea;7
at their minirum ecoumomic prices and with intelligen B.DOouT
this competition available, Hughesa weould be able to Lﬁﬂ:¢t_u
Flessey sl1l round,

5 The alternative of withdrawing our requeat for
infreasructare Tunds in order 0 awerd & naticoal contrach
Lo Flessey would means

- forgoing infrastructure Fhmding of betwsen
m and #7154 m kd#Jpxm' i on tha level of

sart te BE agresd);

J..
WEE

b. in consequence acfapting an incre

[=
%o the Defence budget of betwsen £16m
1

g pub at risk through less of goodwill

F gnd F Uommittee regussts for infrestructure

fund sutherisaticn for UKADGE Data Eandling {(up

co £80r) snd UKAIR Primary Btatic War Lﬁuuquartars
(up o £25m).

..-. -'l”'l.- L) FrmnT'l' I|




CONFIDENTIAL

AIR DEFENCE RATIARS

In the programme for replacing the UX Air Defence
rodare, conflicte of interest srise from the nead to
cotein supporting funds froo KATO infrastracture (and =0
eage the burden cn the Dsfence budpet} snd the procurcment
rigks which then arise for British _nduﬁt”? from thzs need
ta adopt Internastionsl Competitive E'ﬂdlﬁf (TGE].

g nn';ﬂ;rht"nﬂa last Summer scnclused thst for the
pexl Lhree rads s =) :uw*rnmnn' should offer to mest the
Tlassey R and D LUHLE wilh E#g,dm divided batween thso
Defence and Induslry budgsls. Thisz allowed Plessay to
tander et £6m per unit {acything lowser wag seen bo threaten
the sconomic viability of future business). IE was nobed
then thst the £6m fipure could not offer = rear cerbainty
ol #sucoess,.

i Subsaguantly hids for thess threa radars asme from
Flessey, Haghes snd Thomson-GSF. All wers judged technicslly
coEplisnt and the competiticn hinges on comparative Costd.
Thomgon-CoF are liminabted laaving Plesesey snd Oughes with

a Tarrow margin of difference.

i, Comparies wers raguired to bid and price s Behedulae
of Hequirvemonts compriging some 22 line items and wers

advised in the Invitetion to Tender that certain Sqzecified
Item Numbers "will not be talken inte concideration by the
futhority when sagessing the | ~nduﬁﬁ in terms of complisnce
end price'. [Thege "excluded" Ifem Hunters covared soms
ophional rnquircmrnt: (which way or ﬂﬂF not be taken up) and
thoge aspects which do not qualify for HATC nfraatructure
funding, eg spares other than war stock speres, certain
trials and gensral purpose tools and test squipment.

i The current problen is Thuat Plassey have offered tre
lowest overzll price but that part JF thelr bid which
qualifies for infrastructure Iunce (iz the motified basis
for asses z'ng tanders) is more costly than the squivalent
part of the bid from Hughes.
gy,
Ba Tha gdvice from fhe TA Delagetion to HATOQ 1a that to
award the conbrsct to Pleggey in these eircumstancas would
load the Americans to declare a dispute in the HATO Payments
and Progress Committee which could result in the Uz
withdrawing its support for infrastructurs funding of theoe
radars. Thizs would amount 4o a velo,

e The proposal i: that the UK should table the factd

in the P =znd 2 Committes and argus a gingt an award to Hoghes,
on the grounds that, nbl 8% minimiging the codt To
infrastructure funds,; it would increase the cost both to the

B e ot
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funé. Pt ot
/51;1‘;& ALLs Mm &

/gf; > dar
MINISTER OF STATE FOR DEFENCE . .
cnbacl . e ﬁu.j
DAITH /DT - ]
LN/ TL /G ‘{i:tf ;puwt;.;a?éijtdﬁid¢

Thig is to give you warning that, cemntrary to out

Frime Minizstar

gearlier hopes, there i8 a8 Lechgleal gnap which may prevent

Plessey being awardad the contract fer three E/F fregquency L
e -

band it dafencse vsdarg,

£ T did not intend warpning you of this until pnext week

becauge ConZroller Alrceraft was locking into ways of

changing the technical rulss Zor the HATD competitive tender.
1

This is not going well and we now learn that the Bunday
Talegraph may have got a whiff of the problem. The attached

note by Con .'..-L‘:l.-.—.*t" direraft therefore gives you [orewsrning.

My hopa now 15 Thaet wa mney oucceed in ansbling FPleasay

win by following the option in paragracgh 7 of CA's note.
1)

n T -.-?

.

.-"-i-

’i%w_#_f AT .

5th February 1981

CONFITENTIAL
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the importence to Eritisch induatry of winning these contracts
and 'Yom Trenchard and Fuan B4reticons have been conagldering
WS in which thia might be aschieved. As. the note sugEeata,
I would be willing to comsider matchire the comtritution
which the DOI can menase, which would provids sbout £6m of
the required funding, I really cannot do any more than that.
The note proposes how the remaining mcney might he found,

D ~he guestion of Liming is important. As oy Private
Becretary dindicated in his letier to syours of 23rd Meax the
nexlt etage of this process iz for Plessey to put their bid
in on 24th June., Tc resolve the immediate problenm of giving
them edvice on which they can bage their NATO bid price
Ecith Jogeph and I sgree that we should - unless you advise
otherwise - intorm them on Monday afternoor that they may
Aaggume that gome £3.2m of Government aupport will be found
To cover their ocutstandirg B & D and non-recurring costs.

(= I am copying this mimate to Heitd J
Jobn Hott snd to Bir Hobert Armsirong

Ministry of Iefence

19t June 1980

]

CECRET - COMMERCIAL IN CONFIDENCE
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MO 2l /3

FRIME MINIST

When we spoke on 29th May you asked me for an analysis
of the bids submitted in the rTecent NATO vrocuremsnt
competition for the Buchan and Benbecula air defence radars
and alsoc to comsider what steps could be taken to put British
bithI“ iL A Wons PﬂuJEuilee position for future contracts

=1

L The saitlached bote by officiala explaing the reasons why
Lhe Genersl Electric price was go much lower than the others
for Buchen and Benbecula. Thers are, I am afraid, quite
legitimate reasona why the Americans hold =n advantage over

us in this area, and we have no evidence that dunping wes
invelved in order to win this contract. The note also explains
£ pasu‘h1e courge of action for putting British industry in =
good position to win the next stage of the procurement
competition.

e Inevitably, amny aEE’Stﬂ_GE to British industry will cost
roney, and in grder for that assistance to be effective we
mugt avoid spreading D4I limited resources over too wide an
area. It ig my judgement thet we cannot support Marconi +o
the tune of nearly £16m snd that Marconi aust make & commercial
Judgement themeelves on whether they wish to bid competitively
to mainteirn their heavy radar capability. The situation with
Flegeey 1s rather different. Flessey put in a much mors
competitive bid in the first round of (he competition snd the
extra expenditure required Lo give them & near certainty of
winning the contract ls lower ?ﬁ? Em).

L I am bound to gay that I do not regard any of thisz
expenditure as a leglt1ﬂut= cogt to the defencs budget. The
MOD has no strategic need to support a heavy radar capability
in British industry - this is implicit in our scceptance of
HATQ International Compatitive Bidding Fules whichk allow for
ferelpn procurement. HNor would the RAT get betbter squipment
for 1ts extra expenditure. Neverthelssa, I do recognise the

SECRET - COMMEBCTIAT, IN CONFPIDENRCE




-} 19 June 1980

MR PATTISON

ATH DEFENCE BADAR

tm the bagig of the papers 1 have =seen #nd a short
discus=zion with the Under Secretary responsible at
the Department of I[adustry, [ think there iz a
strong case for supporiing Plessev's bigd with
£9.dm. This is not a case of supporting & lame
duck, but building up an industry with a pooven
record of export achievement and verv substantial

cpportunities among developing countrics in the

: Pl
future. Other countries support 1'.ht—*ir/:k'in|:l11:—:t1'if_-.:-_1

very heavily indeed.

I have no strong views on where the remaining

E3m should come from, but cannot see why Dol and
EOD should nol split Lhe difference on this. There
wiuld be little point inm offering less than £9.2m.

FL..

ANDEER DUGUID




PRTME MINTSTER

PLEESEY RADAR

I have just scen Prancls Pym's mote of today on Pleasey and NATO
radar procurement. I understand thal you would welcome a note

tonight.

2. I agree of course that we should not support Marceni. I
recognise tog that there is a problem about regarding support Far
Plessey as a legitimate cosxt to the defence budzet. But if we are
to support Plessey I am content that the cost should be zhared

between the Ministry of Defence and the Department of Tndustry.

9 Nevertheless T camnoet agree that we should make room for am offer
to Plessey by making a ¢call en the contingency reserve, as the note
by Ministiry of Defence and Department of Industry officials proposes.

is unfortunalte that oy officials were not consulted about this.

4. I do not however wish Lo oppose an offer of support to Plessey
to the tune of £9.2 million provided that Francls Pym and Keith
Joseph can make room for it within Lhelr programmes. [ accepl
that this would be wvery difficult in 1980-81. I therefore propose
that the payments should be spread over 1980-81 and 1981-B2. This
would surely ensure that there is no need to increase cash limits

and make a claim on the contingency reserve this yvear.

Be I am sending copies of this minute to Francias Pym, Keith Joseph,

Mﬁ,ﬂé__.

John Nott and 5ir Robert Armstrong.

M? JOHN BIFFEN

ihpprnvéd by the Chisf sscretary
and signed in his absence |

19 June 1980

SECRET COMMERCLAL=IN-CONFIDENCE
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To improwve their chances further Plegsey would need to be in the
game position as GE whereby they would be relieved of hawving

to recover RED In thelr NATO bid., Their assessment is that they
could offer a price of £Em per radar. This would increase the
support regulred to £9.8m. This iz the best assesament that
Plessey can make in order to be near certain of wlnnlng the
competition and remaining profitable. Nevertheless, France might
see natlional advantage in wimming it at any cost but for us to
try to compete Against this would make no commercial sense,

Dy Marconi's problem is more difficult. They need £15.7m to
match the successful GE bid in the earlier competition, This

is more than the f£l4m which Marconi say represents their
development and non-recurrent costs, and it also agsumes that

GE would not lower their prices further now they have won other
contracts for their radar, If Marconi would contribute f6m

by writing off past development costs this would still leave
£10m for the =ix radars and this would unavoidably mean that we
were also subsidising the two raders for Demmark., Moreover, the
technical sdvantage of GE means that Marconi would find it
difficult to be profitable in future at the low prices we expect
GE to offer in competitionm,

B. It is difficult for MOD to justify or provide for the
additional funds Marconi would need. The Department of Industry
reserve thelr position and intend to look further with Marconi
into their competitiveness but the Ministry of Defence csmmot
provide support for Marconi either in the FATD part of the
procuremenl or Lhe natiomal part. There are no strategic
defence interests for supporting both companies in the heavy
radar industry and it might be better therefore to concentrate
pur scarce resources in the most cost-effective manner.

7 Conclusion

If it is decided to support FPlessey, and give them the best
realistic chance of winning the KATO contract, £9.8m is regquired.
Plessey who have written off over £5m of past development costs
can only contribute £0,6m, The DDI hope to find about £3m and,
although there 18 no strategic defence interest in this issue, the
Minlstry of Defence would match this figure if Ministers so direct.
There i1s still a shortfall, however, some of which (£1.2m)
represents the Increased VAT for a British purchase. The Treasury
might agree Lo this remaining share coming from the Contingency
Reserve as a contribution towards Govermment purchasing policy.

2
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URADGE RADARS - NOTE BY MOD AND DOI OFFIGIALS

There are three main reasons why the General Electric
price was so mich lower than the others in the first competition
for procurcment of radars for UKADGE. First, the development
and production contracts the firm had already recelved allowed
GE to discount the development cost of their radar. Secondly,
the more up-to-date deslgn allows for mass productiom techniques
which offer a unit cogt reduction and greater flexibility in
meebting varlant reguirements. Thirdly, the strong UE/US exchanze
rate affects the issue, When the British desgigns were initiated
exchange rates of arcund #1.8/f were anticipated rather than the
$2.4/f now experienced. Even so a rate of around £1.2/f would
have been required for a British firm to win, allewing for the
one=third US comtent of the Plessey bid. Neither British firm
has received significant development support for their heavy
radars. There was no evidence Lhat dumping was involved.

e T'he RAF is now seecking a further 10 new radars with roughly
equal numberg falling in the two allotted frequency bands -
D and E/F - to reduce vulnerability to countermeasures. Tenders
for the first batch of seven (4 D and 3 E/F - which includes

2 radars being bought on behalf of Denmayk) are to be conducted
under NATO rules, The remaining five will be totally UK funded.

3. In D band the competition is expected to be again between

GE, Westinghouse and Marconl, whilst in E/F band competition
between Plessey and Hughes will be joined by Thompson CS5F. The
British companies are therefore not in direct competition. The
bids for E/F band are required by 24th June 1950 and for D band

by October 1980. The immediate problem therefore concerns Plessey.
Nevertheless, it will be difficult to treat the D band part of

the competition differently from that for E/F so a declsion in
principle on seeking NATO funding must also be made now for that
part of the procurement which concerns Marconi.

i It must be for the companies themselves to judge what prices
are likely to win the NATO competition. Plessey believe that,

to have a fair chance of winning, their price must be £6.4m

per radar. This would require an undertaking that in addition Lo
winning the NATO competition for three E/F radars they would

also £ill the later national requirement for three additiomal E/F
radars, To meet this price they also need support of about £9m,

1
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%nzﬂ_ﬁLrEtHEﬂqg said that he and Lord Trenchard would

reluctantly agree to split the £6.8 m total between their

Departments,

In further discussion, Lhe Prime Minister guestioned

NATO funding snd procurement arrangements, whilich appearecd to
#llow the French to twist the rules to their bhonefit.
Lord Strathcona agreed to provide a note on the apportionment

of HATO infrastructure expenses, and the success or octherwise

al British industry in obtazining NATO contacte.

Lord Stratheeona said that g comparable issue would arise
in ragpect of Marconl later in the year. Sir Arnold Weinstock
had now agreed to cover m groater proportion of the costs
from group resources, The figure for bridging was now reduccd
to 210 m. The Ministry of Dofence gaid that it bhad no funds
avallable to halp. He considered that there could be a
glrong "falr competition” case for trving to offer more Government
support, but his Department also had no money. B3ir Arnold
Weinstock would argue strongly that his group had already done
maich more in the way of own funding than many olher British companies

)

20 June, 19280,




pltiful by compariscn with other Durcpean countries. Their
support was oow lhcreasing. He was now pressing on his
secretary of State the need somehow to find more funds to sustain
the better parts of our industrial capacity through present

di fficulties. Dr. Thynne explained Lhat some part of the money

offered by the Department of Industry would be switched, with
Plessev's agreement, from another longer term project of that
COmMpPAanY . FPlessey had that day agreed to write off a further
EQ. 4 m. This left a figure of £8. B m to be found.

The Controller Alrerall srarned against disrepardipng the

Poszibility of a French pre-emptive bid. Under Lthe NATO tenderling
rules the French had been unable to pbid for the f%ﬁﬁﬁngwm radar

getg in this series, as their contribution to the - did not

cover that gslice. They had deliberately put money into the

hext slice to allow them to bid for this round of conbtractis.

They would undoubtedly work hard to win the tender. But they

did not vet konow the prices on which the first round had boen won.
It was for this reason critical to ensure that a competitive

British tender was submitted on 24 June., The rules were absoclutely

Tirm that the lowest compliant bid would win.

The Prime Minister asked whether the Department of Industry were

gtdl]l rconsldering further support of (25 m for INMOS.

Lord Trenchard sald that Sir Kelth Joseph was perscnally dealing

with this, The Prime Minlster considersed that the Department
[resent csse

wonld have to pull back. Theflooked to be a far betfer investment
option, Some parts of iIndustry wounld have to be pressrved. she
was concerned sbout the ensuing unemplovment level if Government

did not make the effort. Government would therefore need to

aszist in this case without ealling on the conptingency reservea.

The two Departments should sort out the basis on which they could put
up the moncy. She understoocd thatthe results of the tendering

process would not be known for about 8 weeks,

/ Lord Strathecona




again with foreign suppliers in the medium term. The hump was
caused mainly by the assistance with R & D costs provided by

overnments to competitors.

Lord Trenchard slressed that a Plessey tender of £6 m per unitc

could not be taken as a near certalnty for securing the NATO
orders. But Plessey had made it clenr to the Department that
they did not wish to set their tender price below this figure,
1f possible future business was to be economically wiable.

The Prime Minister commented that this was a prudent approach.

This part of the electronics industry clearly had o future.
Lord Trenchard considered it most important to support this

induzstry {(not exclusively Plessev) as o whole., Suppaort was
Justified on industrial grounds: there was not an overriding
strategic argument. Dr. Thynne explained that the work in
question would sustain 200 jobs in Gateshead but that 20% of
the work would be split between the Isle of Wight and Wevbridge.

The Prime Ministier said that the two Departiment=z would bhave to

find the remaining money between them. Lord Strathconas said that

the Ministry of Defence wauldﬂl;_guggigee a4 heavy redar lodustry

maintained, but that Lhis was not/imperative. Any pavment made

by the Ministry above the basic cost of adequate radar equipment
represented money lost to the defence effort. He considersd
that the Treasury public expenditure accounting conventions were
narrow-minded when one considered the impact of VAT on the

additional co=ts created by any decigion to buy British.

Mr. Lankester aslked how either Department could expsct to

find the reguired money to support any part of these R & D
costas: there were other major expenses in the pipeline for
industry on BSC, and Defence had already given notice that

it would be unable to live within the current wvear's eash limit,
Lord Trenchard commented that the camel's back was already being

broken by other demands, But the British support for R & D was

/ pitiful




prospecte and that the sum was to be found from existing public expenditunre
programmes by a reordering ¢f priorities. ({Thus reinforcing the case for

no ¢laim on the sontingeney reserve),

0. Lord Weinstoek will no doubt complain that Marcomi shounld have heen
supported too, Bul They wanted £10m and their zales prospectz are poor
becange their heavy radars are in dirvect competition with thosze which

General Electric are already successfully marketing,

Vv Imdustry Minigters may try fo azk Lthal, of the £3,2m, the Treasurv should
conlbeibate alb least the £1,2m which repregents the ingreazed VAT which

MOD will pay Tor the British purchese, It is trne that such & contribution
would be neutral in terms of the PSER. Bui the fact ls that public
pxpenditure ig defined to inelude the ecost to Governmeni deparimenls

ol VAT on their purchases, The £1.2m would; therefore, be a claim on the
contingency reserve and, a3 such,; iz unacceptable. There are many Departments
which could put forward similar argumenis for taking ollsetting revenune

inte account btut to do so would regumire a major change in the present
provedures for controlling public expenditure, and there can be no

exception in thid particolar cage.

&, The choice is, therefore, hetween asking D01 to meet all of the
balance of £3,2m and asking MOD and D01 to share it. DOI will argue that
it will be extremely difficalt for them, even though the cosl would be
spread over 2%t years, However, we advise that they should be very strongly
presged to do so given that ihe case i=s primsrily industrial. BPBut in the
lagt resort, and if they were presged very hard, we belicve that MOD would

agree o medal hall the coste.

U, The Prime Minieter mirht reasonably point out that these public
expenditure points should have been diacmssged fully and in good time with

the Treasury. 1t is very difficult to deal with them salisfactorily at

ghort motice El.'l‘.'tj‘f arpaingt a tirght deadline.

Al

Do Hl{lLr.l i
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MR PATTISON

PLESSEY: ALR DEFENCE HADAHS

I snderstand that the Prime Minigter will diszenes with the Ministers
copcerned this afternoon the gquestion, raiged in the minnte of 19 June from
the Secretary of State for Defence, of Government suppart of £3.2m tfo
erahl e Plessey 1o bid campetitively for the mext batch of BAF radars. A
declision is nesded in time for Plessey to make their bid on Tuesdoy

24 Tume.

2. MID and the Department of Industiry propese that they should esch
contribate £7m and that the Treasury should contribuls the balance of
£%,2m from the contingency reserve. They did not consult the Treasury on
this, The Chiesf Secretary, -in his minute to the Prims Minigter of 19 Juna,
has said that be is content for Plessey Lo be suppoerled on the
undergtanding that the cost ig shared between MID and DOI without a call oo
the contingency reserve, He suprests that thiz shoald be practiceble if the
cogts were spread over both 1980-81 and 1931-82,

im
F. Althongh the MOD are willimg tao wu1fim: they regard the casze as
industrial rather than military. TOT are convimoed that the order conld
pawe the way for substantial further Imsinezd Tor Pleéesey, They conld be in
line for NATO orders aver the next five yvears worth perhaps £150m and for

other sxport orderz on top of that.

ki, I'his reinforces the view which, 1 underatand, the Prime Minister has
provigional ly taken - mamely, that therse should be no call on the
poantingency reserve and that the £5.2m ghould be found by DOT to the
extent that they cammot persusde Plessey to setile for leas,

s This assistance could be criticized as contrary to the Government's

general stance om industrial support. Thia could be answored om the

grounds that 1t was for 8 high technology indnatry with good sales

f;ruapecbﬂ
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PRIME MINISTER

Lord Strathcona and Lord Trenchard
gach with one official %111 come in at &.15
b0 discuss radar procuremeant. Mr. Pym
and Sir Eeith Joseph are out of London,
but their Ministers of Btate have done the

work on this subject.

Papers below: -

A, Useful Cabinet Office summary;
E. Mr. Pym's minute;
C. Chief Secretary’'s minute.

If you want to support Plessey in
this field, the money can be found. Payments

tall due over three financlal years, In

effect, the arrangement would be that HMG

would allow Plessey to charpe the B&D costs
in the centract price for Lhe next three
RAF radars, Lthus allowing them to submit a
competitive bid for the next thres NATO

radars on Tuesday.

20 June I1DEQD




