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On Tuesday, the sub-Committee endeavoured t o re s o l v e an issue on 
which Adam B u t l e r and N e i l Marten had been unable t o agree. The 
Government of Pakistan r e c e n t l y accepted the p r o v i s i o n a l terms 
proposed e a r l i e r t h i s year by the previous Government f o r f i n a n c i n g 
the c o n s t r u c t i o n of three ships by the A u s t i n and P i c k e r s g i l l 
yard of B r i t i s h S h i p b u i l d e r s . The terms would r e q u i r e a grant from 
the aid programme of some £9 m i l l i o n t o supplement the maximum t h a t 
the EEC Commission would allow us t o provide from the I n t e r v e n t i o n 
Pund. Adam B u t l e r argued t h a t t h i s order was c r u c i a l l y important 
j u s t now t o provide work f o r our most modern and e f f i c i e n t shipyard 
- one which above a l l others we could i l l a f f o r d t o close. He 

pointed out t h a t when we decided - and you endorsed - a few weeks 

ago a p o l i c y of severe c o n t r a c t i o n i n the i n d u s t r y , we had undertaken 

t o help B r i t i s h S h i pbuilders as best we could t o secure orders. I n 

t h i s context we had p a r t i c u l a r l y i n mind t h a t p a r t of the a i d 

programme - the Aid/Trade Contingency P r o v i s i o n (ATCP) - which i s 

set aside s p e c i f i c a l l y f o r p r o j e c t s where the developmental 

j u s t i f i c a t i o n i s weak but the need t o help our i n d u s t r i e s g r e a t . 


N e i l Marten argued t h a t , f o l l o w i n g the recent p u b l i c expenditure c u t s , 

the aid programme could not a f f o r d t o c o n t r i b u t e t o a p r o j e c t the 

main j u s t i f i c a t i o n of which was t o help an a i l i n g domestic i n d u s t r y , 

and t h a t the ATCP was over-committed f o r the present f i n a n c i a l year. 

Moreover, not only was the developmental j u s t i f i c a t i o n extremely 


weak, but there were f o r e i g n p o l i c y o b j e c t i o n s - n o t a b l y Pakistan's 
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nuclear weapon ambitions - t o h e l p i n g her i n t h i s way at the 

present time. 


The weight of opinio n i n the sub-Committee was c l e a r l y i n favour 

of c o n f i r m i n g the terms which had p r o v i s i o n a l l y been o f f e r e d t o 

the Pakistan Government and had now been accepted by them. 

Several of us were however concerned t h a t we would be seen by our 

supporters tobe adopting a p o l i c y which we had i n Opposition 

c r i t i c i s e d s t r o n g l y i n r e l a t i o n t o shi p p i n g orders from Poland,India 

and Vietnam. But we were persuaded t h a t we could present a d e c i s i o n 

to accept the terms f o r t h i s order as a commitment i n h e r i t e d from 

the previous a d m i n i s t r a t i o n ; and as Jim P r i o r pointed out, the 

s i t u a t i o n of the s h i p b u i l d i n g i n d u s t r y had d e t e r i o r a t e d s u b s t a n t i a l l y 

i n recent months. He warned us t h a t the l e v e l s of unemployment i n 

those areas where i n e v i t a b l y there would s h o r t l y be yard closures 

were becoming an i n c r e a s i n g l y s e n s i t i v e issue and he spoke s t r o n g l y 

i n favour of the proposal. Norman T e b b i t t , r e p r e s e n t i n g John N o t t , 

s^id t h a t , although h i s Department was concerned t h a t our own 

shipping i n t e r e s t s would be adversely a f f e c t e d by any increase i n 

world tonnage, he too was able t o accept t h i s p r o j e c t - a l b e i t 

r e l u c t a n t l y - as i  t involved only the replacement of e x i s t i n g ships. 


We were a l l anxious t o ease the burden t h a t would f a l l on the a i d 

programme and John B i f f e n suggested t h a t , w i t h i n the l i m i t a t i o n 

imposed by the Commission on the t o t a l c o n t r i b u t i o n from the 

I n t e r v e n t i o n Fund, i t might nevertheless be p o s s i b l e t o phase the 

incidence of i t s payments so as t o reduce the l o a d i n g on the ATCP 

i n the e a r l y years. Adam B u t l e r and N e i l Marten have been able 

t o agree arrangements which, as f a r as p r a c t i c a b l e , w i l l help t o 
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achieve t h i s and which w i l l be acceptable t o the Chief Secretary. 


Our conclusions were t h e r e f o r e t h a t we should t e l l B r i t i s h Ship­

b u i l d e r s t h a t we are prepared t o confirm the p r o v i s i o n a l o f f e r made 

to the Pakistan Government, i n v o l v i n g c o n t r i b u t i o n s from bo "fa the 

I n t e r v e n t i o n Fund and the Aid/Trade Contingency P r o v i s i o n of the 

aid programme. 


N e i l Marten d i d however say that^Pei^e^__Carj'ingi^n might wish t o 

take the matter f u r t h e r w i t h you, n o t w i t h s t a n d i n g the d e c i s i o n by 

the sub-Commitee. We need however t o resolve t h i s question q u i c k l y 

now. With every week t h a t passes, the r i s k s increase t h a t the matter 

w i l l be taken out of our hands by Pakistan's p l a c i n g the order 

elsewhere. They have already placed orders f o r s i x t e e n out of the 

twenty-one new ships f o r which they i n v i t e d q u o t a t i o n s . Our 

n e g o t i a t i o n s w i t h them have been the most p r o t r a c t e d and I do not 

doubt t h a t they would very e a s i l y be able t o f i n d t akers elsewhere 

who would be prepared t o match our terms . 


I am copying t h i s minute t o members of the sub-Committee, t o the 

M i n i s t e r of St a t e , Foreign and Commonwealth O f f i c e , and t o S i r John 

Hunt. 
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