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A T I ° NL o a ? N  O F r 

C A R R I N G  ON T 

1. T H E P R I M E M I N I S T E R said that the Cabinet would wi sh to 
r e c o r d i t s profound regre t and sense of lo s s at the res ignat ion of 
L o r d C a r r i n g t o n . A l  l h is colleagues would respect the sense of 
honour which prompted h i s dec i s ion , but would great ly m i s s h i s 
judgment and w i s d o m . He had served h is country wi th d i s t inc t ion 
and devotion i n many capac i t ies , and was among the greatest of 
her F o r e i g n S e c r e t a r i e s . A l l h i s col leagues would hope that the 
day would come when he would be able to j o i n them again 

The Cabinet -

A g r e e d to r e c o r d i t s profound regre t and sense of 
l o s s at the res ignat ion of L o r d C a r r i n g t o n , and 
unanimous ly endorsed what the P r i m e M i n i s t e r had 
s a i d . 

2 . The Cabinet were in fo rmed of the business p r o v i s i o n a l l y 
a r ranged to be taken i n the House of Commons dur ing the f i r s t 
week a f t e r the E a s t e r Adjournment . 
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 3. The Cabinet had before them a minute of 5 A p r i l to the P r i m e 
 M i n i s t e r f r o m the Sec re t a ry of the Cabinet , d e s c r i b i n g the imp l i ca t i ons 

f o  r C i v i l Depar tments of the s i tuat ion i n the South A t l a n t i c . 

 T H E P R I M E M I N I S T E R said that she had seen the Governor of the 
 Fa lk l and Islands and the two R o y a l M a r i n e Commanders on thei r re turn 

 f r o m Uruguay. T h e i r mora l e was h igh . It was c l ea r that the 
M a r i n e s had put up an i m p r e s s i v e r e s i s t ance . The Governor had 
spec i f i ca l ly conf i rmed that the author i t ies i n the F a l k l a n d Islands 
had had no e a r l i e r in te l l igence about the Argen t ine invas ion before they 
were warned of i t f r o m London on the evening of 31 M a r c h . It would 
be impor tant to scotch the cur ren t rumour that London had l ea rned of 
the i nvas ion p lan ten days i n advance. T h e r e would of course be many 
demands for p o s t - m o r t e m a n a l y s i s . These should be r e s i s t e d , on the 
bas i s that what now mat tered was the future. 

T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y explained the 
d ip lomat ic and economic ac t ion which was i n hand. The need was to 
muster in ternat ional support . Wi th the F l e e t at sea, the range of 
p o l i t i c o - m i l i t a r y options would need to be studied wi th the utmost ca re . 

T H E S E C R E T A R Y O F S T A T E F O R D E F E N C E gave a short account of 
the compos i t ion of the B r i t i s h task fo rce . It had been a r emarkab le 
achievement by the R o y a l Navy and the P o r t s m o u t h dockyard w o r k e r s to 
complete the prepara t ions i n so short a t i m e . 

h . d i s cus s ion , the fo l lowing points were made: 

a . The c r i s i s would not be solved by d ip lomat ic means alone 
or by the in tervent ion of the Uni ted States unless i t was made 
absolute ly c l ea r that, i n the l a s t r e so r t , B r i t a i n was p repa red 
to fight. It would also be damaging to the N a v y ' s mora le i f the 
task force were to come to bel ieve that the Governmen t ' s 
r e so lve might be fa l te r ing or that the reason for their despatch 
had m e r e l y been to overcome p o l i t i c a l embar r a s smen t at home. 

b . There was no bas i s for cu r ren t a l legat ions that the R o y a l 
Navy had been e x c e s s i v e l y weakened by expenditure cuts . On 
the con t r a ry , the budget for conventional naval forces (ie exc lud 
ing expenditure on the T r i d e n t p r o g r a m m e ) was £3 b i l l i o n 
h igher , and a lso h igher as a percentage of the Defence Budget, 
than when the Government took off ice . H M S Invincible was not 
due to be so ld un t i l the end of 1983, when she would be rep laced 
by H M S R l u s t r i o u s ; and the rep lacement of H M S H e r m e s by 
H M S A r k R o y a l , a l so without a gap, would ensure that p resen t 
c a r r i e r strength was continuously main ta ined . 
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c. F a l s e but damaging rumour s were c i r c u l a t i n g about the 
opera t ional capab i l i t i e s of the B r i t i s h task force and of the 
Argent ine forces i t might encounter. These should be 
countered, so far as secur i ty considera t ions a l lowed . 

d . It was unfortunate that the broadcas t ing organisa t ions i n 
p a r t i c u l a r should be speculat ing so f r ee ly about the m i l i t a r y 
options which would be open at a l a t e r stage i n the c r i s i s . 
B u t i t was u n l i k e l y that they could be r e s t r a ined by i n f o r m a l 
M i n i s t e r i a l p r e s s u r e , which they would see as putting them 
at a disadvantage v i s - a - v i s the P r e s s . A n y r e s t r a i n i n g a c t i o n 
would therefore need to be o f f i c i a l , v i a the D Not ice sys tem, 
and to cover a l l the med ia . T h i s was p r i m a r i l y a point for 
the Sec re t a ry of State for Defence. 

e. The attitude of the United States Government was ce r t a in 
to be a key fac to r . The present Argen t ine reg ime had moved 
close to Washington i n the f inanc ia l , m i l i t a r y and defence f i e lds . 
Argen t ina exported many of her a g r i c u l t u r a l surpluses and 
new products to the West Coas t of the United States. H e r 
i n d u s t r i a l development p r o g r a m m e s were s i m i l a r l y l i nked to 
the United States. The United States Government could 
c r ipp le the Argent ine economy i f they so chose. They had 
expected the i r a l l i e s to respond seve re ly to the Soviet i nvas ion 
of Afghanis tan . The re would be se r ious consequences for the 
A l l i a n c e i f they were not p repared to respond s i m i l a r l y when 
B r i t i s h t e r r i t o r y was: invaded by a to ta l i t a r i an r e g i m e . 

f. It would s i m i l a r l y be essen t i a l to secure m a x i m u m support 
f rom B r i t a i n ' s pa r tne r s i n the European Communi ty . T h e i r 

.	 . response would be seen by the B r i t i s h publ ic as a test of how 
much Communi ty s o l i d a r i t y r e a l l y meant. M e r e l y to 
d iscourage new bank lending to A r g e n t i n a would be seen as 
an insuff ic ient response . 

g. The economic measures taken so far , p a r t i c u l a r l y the 
f reez ing of Argent ine asse ts , had been c a l m l y t aken by the 
f inanc ia l communi ty . S te r l ing had fa l len s l igh t ly and would 
need to be watched. 

h . P r e s i d e n t M i t t e r r a n d p e r s o n a l l y had been v e r y 
sympathet ic , and at the United Nat ions Secur i ty C o u n c i l 
the F r e n c h had been ex t r eme ly helpful to the B r i t i s h cause. 
They had persuaded Togo and Z a i r e to vote for United Nat ions 
Secur i ty C o u n c i l Reso lu t ion No 502. The performance of 
S i r Anthony P a r s o n s and his staff at the United K ingdom M i s s i o n 
to the Uni ted Nat ions i n New Y o r k had been outstanding. 

3. 
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T H E P R I M E M I N I S T E R , summing up the d i s cus s ion , said that a s m a l l 
Sub-Commit tee of the Defence and Ove r sea P o l i c y Commit tee would be 
establ ished under he r cha i rmansh ip to main ta in day- to-day con t ro l of 
the si tuat ion and to consider the p o l i t i c a l and m i l i t a r y options open to 
the Government . M a j o r dec i s ions would be r e fe r r ed to the Cabinet , 
which would meet on 15 A p r i l , o r to the Defence and Over sea P o l i c y 
Commi t tee . Of f i c i a l s should urgent ly appraise the i s sues l i k e l y to 
a r i s e as a r e s u l t of the economic actions a l r eady taken o r decided on, 
inc luding the total ban on i m p o r t s f r o m A r g e n t i n a which would be 
announced that afternoon and come into effect at midnight . She h e r s e l f 
would address messages , the p repa ra t ion of wh ich should be a r ranged 
hy the F o r e i g n and Commonweal th Sec re ta ry , to the Heads of 
Government of member States of the European Communi ty and c e r t a i n 
other f r i end ly count r ies . The Sec re t a ry of State for Defence should 
c i rcu la te urgent ly to a l l M i n i s t e r s a note on the capabi l i ty and budget 
of the R o y a l Navy , which they should draw on i n deal ing wi th unfounded 
c r i t i c i s m . He should a l so b r i e f the Cabinet , after E a s t e r , on the 
detailed capab i l i ty of the B r i t i s h task force now on i t s way to the South 
A t l a n t i c . She would arrange for the es tabl ishment of a presenta t ion 
unit to ensure that false r u m o u r s were i m m e d i a t e l y countered; and this 
Uni t would ensure that m e m b e r s of the Cabinet were kept adequately 
br iefed on such mat ters dur ing the E a s t e r R e c e s s . 

The Cabinet 

1. Took note wi th approval of the P r i m e M i n i s t e r ' s 
summing up of the i r d i s c u s s i o n . 

2 . Noted that the P r i m e M i n i s t e r would a r range for the 
es tabl i shment of a s m a l l Sub-Commit tee of the Defence and 
O v e r s e a P o l i c y Commi t tee to main ta in day- to -day con t ro l 
of the si tuat ion, and of a presenta t ion unit . 

3. Instructed the Sec re t a ry of the Cabinet to a r range for 
off ic ia ls to appra ise the i s sues l i k e l y to a r i s e as a r e su l t 
of economic ac t ions . 

4 . Invited the F o r e i g n and Commonweal th Sec re ta ry to 
p repare draft messages for the P r i m e M i n i s t e r to send to 
c e r t a i n Heads of Government . 

5. Invited the Sec re t a ry of State for Defence to c i r cu la t e 
b r i e f i ng m a t e r i a l as indicated i n the P r i m e M i n i s t e r ' s 
summing up. 
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4. T H E M I N I S T E R O F A G R I C U L T U R E , F I S H E R I E S A N D F O O D 
said tnat the' C o u n c i l of M i n i s t e r s had not been able to reach 
agreement on the annual p r i c e rev iew i n the absence of a solution 
to the B r i t i s h budget p r o b l e m ; and i t was encouraging that other 
member 1 states had accepted this as a fact. The Uni ted K ingdom 
had not been i so la ted i n the deta i led d i scuss ions but had succeeded 
i n mainta in ing an a l l i ance with G e r m a n y , the Nether lands and 
D e n m a r k . He had a l so persuaded the C o m m i s s i o n to re ta in the 
butter subsidy at v i r t u a l l y i t s p resen t l e v e l i n the i r compromise 
package p roposa l and had secured the support of five other m e m b e r 
states for the p ropos i t ion that countr ies should be free to change 
thei r G r e e n C u r r e n c y ra tes when they saw fit and not under the 
d i r ec t i on of the C o m m i s s i o n . If the F o r e i g n Affairs C o u n c i l to 
d i scuss the budget p r o b l e m had taken place on 3 A p r i l as planned, 
A g r i c u l t u r e M i n i s t e r s would have been able to give their F o r e i g n 
M i n i s t e r col leagues a good repor t on the chances of agreement on 
a f a r m package. F u r t h e r p rog re s s on the f a r m p r i c e r ev iew was 
now c l e a r l y dependent on a solut ion to the budget p r o b l e m . 

The Cabinet 

Took note. 

5. The Cabinet cons idered a note by the S e c r e t a r y of State for 
Defence (C(82) 9) to which was attached a draft of the 1982 Statement 
on the Defence E s t i m a t e s . 

T H E S E C R E T A R Y O F S T A T E F O R D E F E N C E said that this y e a r ' s 
Defence White P a p e r had a l r eady been cons idered i n draft by the 
Defence and O v e r s e a P o l i c y Commit tee and fo l lowing thei r 
d i s c u s s i o n a few amendments had been made. The White P a p e r 
dealt fu l ly i n i t s f i r s t chapter wi th the Governmen t ' s dec i s ion to 
adopt the Trident D5 m i s s i l e for the Uni ted K i n g d o m ' s future 
s t ra tegic nuc lea r deterrent ; and gave de ta i l s i n i t s second chapter 
of the improvements made i n a l l three Se rv i ces since the 
Government took office, inc luding those affecting the capabi l i ty for 
in tervent ion outside the N o r t h A t l a n t i c T r e a t y Organ isa t ion ( N A T O ) 
a r e a . He be l ieved that the White P a p e r was s t i l l appl icable i n the 
si tuat ion wh ich had a r i s e n wi th the Argen t ine i nvas ion of the 
F a l k l a n d Is lands . The Soviet Union r emained the ma in threat to 
the secur i ty of the United K i n g d o m . The thrust of the 
Gove rnmen t ' s defence p o l i c y and, i n p a r t i c u l a r , the d e c i s i o n to place 
greater r e l i ance on submar ines , had been conf i rmed by the c r i s i s i n 
the F a l k l a n d s . He had rev iewed the draft i n the l ight of the response 
to that event, and would be making some further amendments i n the 
sect ion deal ing wi th ou t -of -a rea operat ions , but i t would be 
preferable to keep these to a m i n i m u m and present the White P a p e r 
as having been p repa red before the F a l k l a n d s c r i s i s . He proposed 
to author i se i t s immedia te p r i n t i ng , wh ich would make publ ica t ion 
poss ib le on any date f r o m 28 A p r i l onwards . A dec i s ion on the 
exact date of pub l ica t ion could be taken nea re r the t i m e . 
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In d i s c u s s i o n some concern was expressed about the adequacy of 
paragraphs 229 to 235 of the draft White Pape r , i n that they did not 
demonstrate c l e a r l y enough what B r i t i s h forces were capable of 
doing outside the N A T O a r ea . The balance of the White P a p e r was 
r ight , and the r e se rva t ion expressed could be met by making only 
l i m i t e d amendments . The d e c i s i o n to present the White P a p e r as a 
document p repared before the invas ion of the F a l k l a n d s suggested 
that i t s publ ica t ion should take place as soon as poss ib l e ; but some 
delay might neverthelese be necessa ry , depending on developments 
i n the F a l k l a n d s c r i s i s . 

T H E P R I M E M I N I S T E R , summing up the d i s cus s ion , said that, 
subject to the amendments which the Sec re t a ry of State for Defence 
would be making , the Cabinet approved the draft Statement on the 
Defence E s t i m a t e s 1982; agreed that i t should now be pr in ted ; and 
agreed to defer a dec i s ion on the t iming of pub l i ca t ion . 

The Cabinet -

Invited the Sec re t a ry of State for Defence 

i . to amend the draft Statement on the Defence 
Es t ima t e s 1982 to give further emphasis to the 
capabi l i ty for m i l i t a r y in tervent ion outside the 
N A T O a rea against the background of cur ren t 
events i n the South A t l a n t i c ; 

i i  .	 to ar range for the amended Statement to be 
p r in ted ; 

i i i  .	 to seek l a t e r agreement on the appropria te 
date for publ i sh ing the Statement. 
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6. The Cabinet cons idered memoranda by the Sec re t a ry of 
State for the Env i ronmen t (C(82) 7) and by the Ch ie f Secre ta ry , 
T r e a s u r y (C(82) 8) on the f inancing of the International Conference 
Centre ( ICC) on the B r o a d Sanctuary si te , Wes tmins t e r . 

T H E S E C R E T A R Y O F S T A T E F O R T H E E N V I R O N M E N T r eca l l ed 
that i n J u l y 1980 the Cabinet had agreed, i n v iew of competing 
c l a i m s for pub l i c expenditure on projects of h igher p r i o r i t y , that 
the ICC should be bu i l t only i f i t could be financed f r o m the pr iva te 
sec tor . Subsequently i n June 1981, they had author ised h i m to 
pursue an offer f r o m the P e a r l A s s u r a n c e Company for f inancing of 
the p ro jec t . In reach ing this dec i s ion the Cabinet were aware of 
the m a i n features of the proposed contract wi th the P e a r l and that 
pr iva te sector f inancing would inev i t ab ly be more expensive than 
publ ic f inancing . The P e a r l had now signed the contrac t and were 
wai t ing for h i m to s ign on behalf of the Government : B o v i s , the 
managing cont rac tors appointed by the P r o p e r t y Se rv i ces Agency , 
were ready to s tar t w o r k i m m e d i a t e l y . The C h i e f Secre ta ry , 
T r e a s u r y had, never the less , asked h i m to r e f r a i n f r o m signing the 
contract and to cons ider f inancing the pro jec t by publ ic expenditure 
on the grounds that the Exchequer and A u d i t Depar tment (E & A D) 
were expected to make an adverse r epo r t to the P u b l i c Accoun t s 
Commi t tee ( P A C ) on the f inancing a r rangements . It was now argued 
that i t was unacceptable that there was no b reak -c l ause i n the 
125 year l ease ; but, i n h is view, this was to be expected since the 
Government would undoubtedly r equ i r e the use of the I C C 
indef in i te ly . A fur ther c r i t i c i s m was that the base - l ine for 
ca lcu la t ing the f i r s t rent r ev iew dur ing 1991 would be 1981 ra ther 
tnan 1986 when the bu i ld ing would be ready; this fo rmula was , 
however , common i n f inancing schemes of this k i n d . He d id not, 
therefore, accept that there was any force i n these c r i t i c i s m s ; nor 
d id he accept the assumptions which l e d the C h i e f Secre ta ry , T r e a s u r y 
to c l a i m that, taking account of the rent r ev iew fo rmula , the costs 
of p r iva te sector f inancing could be th ree -and-a -ha l f to four t imes 
as expensive as publ ic f inancing. He was sa t i s f ied that the deal 
wi th P e a r l was as good as the Government was l i k e l y to get f r o m the 
pr iva te sec tor . It was i n l ine wi th the approach author ised by the 
Cabinet and i t would now be acutely e m b a r r a s s i n g for h i m to go back 
to the P e a r l to t e l l them that he could not s ign the contract . It 
would, m o r e o v e r , put at r i s k the Governmen t ' s c r e d i b i l i t y i n the 
p romot ion of fur ther p r iva te sector pa r t i c ipa t i on i n the f inancing of 
publ ic sector cons t ruc t ion p ro jec t s . He inv i ted the Cabinet to agree 
that he should s ign the contract wi th the P e a r l for thwi th . 

T H E C H I E F S E C R E T A R Y , T R E A S U R Y said that he was sat isf ied that 
c i r cums tances had changed since the Cabinet had l a s t d i scussed the 
p roposa l i n June 1981. Under the rent r ev i ew proposa l s wh ich had 
now emerged , he ca lcu la ted that the discounted cost of f inancing the 
ICC through P e a r l would be about £120 m i l l i o n compared wi th only 
about £30 m i l l i o n through d i r e c t Governmen t f inance. In these 
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c i r cums tances i t would be wrong and damaging to p roceed wi th the 
contract and to burden the taxpayer wi th an ar rangement cost ing 
seve ra l t imes more than i t need. He acco rd ing ly proposed that the 
Centre should be bui l t with publ ic f inance, and he was p repared to 
make the ex t ra publ ic expenditure sums avai lable accord ing ly . He 
would a lso be ready i n p r i n c i p l e to agree to some r e imbursemen t of 
the abort ive expenditure i n c u r r e d by P e a r l and the Government ' s 
adv i s e r s ; the sums would be minute compared wi th the savings f r o m 
giving up the proposed contract . Under the ar rangements I13 now 
proposed the Cent re would be bu i l t exac t ly as planned and with no 
extension of the t ime sca le . 

In d i s c u s s i o n the fo l lowing were the m a i n points made: 

a. Some M i n i s t e r s thought that the ICC should be financed 
by P e a r l as p roposed . T h i s was the bas i s which the Cabinet 
had approved i n 1981 i n the knowledge that i t would be more 
expensive than publ ic sector financing. T h i s dec i s ion had 
been taken because the Centre d id not have sufficient p r i o r i t y , 
by c o m p a r i s o n wi th other competing c l a i m s , for publ ic 
expendi ture . If the Centre were now to be financed by publ ic 
expenditure, this would be c r i t i c i s e d by those who would 
quest ion the Governmen t ' s judgment i n giving p r i o r i t y to a 
p res t ige project i n the centre of London . The dec i s ion to 
back out of the contrac t wi th P e a r l at the l a s t moment would 
be regarded as at best a p iece of bad management and at 
wors t a b reach of good faith by the Government . 

b . Other M i n i s t e r s thought that i n view of the comparat ive 
costs the Centre should be financed f r o m publ ic expenditure 
as proposed by the C h i e f Sec re t a ry . Otherwise the P A C 
would undoubtedly c r i t i c i s e the pro jec t i n t e rms which would 
throw doubt on the Governmen t ' s whole approach to p r iva te 
sec tor f inancing of publ ic pro jec ts and tc p r i v a t i s a t i o n . 
A  B i t was , the Government would be c r i t i c i s e d for going so 
far i n negotiat ions wi th P e a r l and for i n c u r r i n g costs i n 
compensat ing them. It was , however , better to accept that 
c r i t i c i s m than the much greater embar r a s smen t that would 
a r i s e f r o m going ahead wi th p r iva te sector f inancing. 

T H E P R I M E M I N I S T E R , summing up the d i s cus s ion , sa id that the 
Cabinet agreed, on balance, that the ICC should be financed by publ ic 
expenditure, as proposed by the C h i e f Sec re t a ry . They sympathised 
wi th the S e c r e t a r y of State for the E n v i r o n m e n t ' s d i f f icu l t task of 
expla in ing to the P e a r l A s s u r a n c e Company that he could not conclude 
the Agreement , which he had negotiated with them on the bas i s of the 
Cabine t ' s d e c i s i o n of June 1981. They were , however , persuaded 
that the emba r r a s smen t to the Government .would be far greater i f the 
substant ia l ly more expensive course o f pr iva te sector financing were 
pursued . 
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The Cabinet > 

A g r e e d that the Internat ional Conference Centre should 
be financed by publ ic expenditure, and abort ive 
expenditure i n c u r r e d by the P e a r l A s s u r a n c e Company 
and by the Governmen t ' s adv i se r s r e imbur sed , as 
proposed i n paragraph 5 of the Ch ie f Sec re t a ry , T r e a s u r y ' s 
memorandum C(82) 8. 

Cabinet Office 

6 A p r i l 1982 
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