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CABINET
DEFENCE AND OVERSEA POLICY COMMITTEE
_—

DEFENCE SALES

Note by the Secretary of State for Defence

————

il This year we hope to earn about £1.2 billion from defence
sales. But competition is fierce and we must fight hard to maintain
our market share. The USA and the USSR take 70% of the market;
France follows with 7.5%; the UK and Germ

any come next with about 5%
each. Our target should be at least to match the French.

2. We must re-examine a number of factors:
a. Foreign policy constraints;
b. Security constraints;
(5 Financial factors;
d.

Difficulties over collaborative projects;
e. Export potential of Service equipment.

Foreign Policy Constraints

3. These affect areas with sensitive militgry balances, countries
directly threatening the UK or its dependencies, and those with a
Poor human rights record. There are also arms control considerations.
We have taken a more positive attitude than the previous Government.
Devertheless we must exploit any opportunities to extend our markets.

efence sales should be seen as a legitimate component of fgreign
Policy (vide France): we must give them support Ministerial
Visits, and we should defend them unapologetically in public.
Security Constraints
4,

We are trying to loosen COCOM rules for China, whilst tightening
them for tﬁe ggv?gt bloc. But Soviet penetration also imposes h
constraints on traditional markets (e'fé India); and lax security in

C§§tain promising markets (e.g. the Gu statgsj hinders our sales
€Lfort,
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Export Potential of UK Defence Equipment
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Financial Factors

5 Our policy on credit for defence sales ig Hon
that of some competitors. We al\fzays seem oblige
competitor's lead instead of making an initial} EeracLlon
Moreover the cost of sales-related training ip the Ve

off
customers, while any proposal to charge full costs forc:n Sieterer'
would further impede our marketing, xhi it

Collaborative Constraints

6. Collaboration on defencg quipmel:lt can limit OUr fregq
defence sales. We are experiencing difficulty With the G: Om gy,
over Tornado and FH70, and: the French, who are promotipe . als,
India over Jaguar. We shall need to negotiate freep market;'age in
arrangements in future. ng
Industrial Attitudes

7.  Industry's performance varies greatly. (Costs and delijve
dates are not always met, and there is someti

Mes a negatijye
Industry too often pays insufficient attention

: C .to Customer require.
ments, after-sales service and help with traini

8.  Th

is
on our leading Products, rather t

But picking winners will not be e s
Services' equipment requirements is to enable them to carry out
NATO role,

tions. We camnot, if we are to meet our NATO role effectively,
develop

Primarily for export and expect our own Services
Lo use it - gag the
do not get the bal

9. In the light of thi
instructed

Potential of oy

Council a major joint study of defence procurement Processe:deﬂﬁe
will lay Particuy

equipment more e
e Xportable,

ST -
ch so far has not been imaginative on this
shall make signif

t as ar
8IOUp be expanded as necessary to ac jor
ePartmental tagk e, t:oxgo-ordinate our efforts on haj
Projects and tgo conside

is probably the most difficult aspect. We must concentrate

han spread our effort too thinly,
asy. Our prime aim in determining

But we also need to give full weight to sales considers
equipment

. : We
French sometimes do. Industry's view is that
ance right at the moment.

S conflict of requirements I last Zil’-::'
Wy Department to give greater emphasis to thﬁ ging- given
T equipment, coupled with aggressive marke results:
it will take time for this to shgw tries
rough the National Defence Indus which

ou
lar emphasis on what can be done to make b

rd ach Wit
It is only through a joint appro at e

icant Progress,

: peri®
Ministe,

I Propose to establish within t‘1L"3,t.l~{;(1)lc)easal‘*S a?"i
ing group to give greater impetus to de s colleagis,..
Viewss" ‘T s1so suggest, subject ¢

5al€s
fore

is.
: e bas
T constraints on a case by cas
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Recommendations

11. I invite colleagues:

a. to note the work a1 g
and 77; =eady g hand (Paragraphs 4

b to agree the furth
and 9); and W

c. to agree to give gre ini
defence sales (pa = ager Ml?ls

FpP
Ministry of Defence
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