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PEN S
CHINA: DEFENCE SALES .
S vious Reference: 0D(79) 2na Meeting
prev :

59 mem andun h- T -
The Committee considered a memorandym 5y the Secreta.ry of State for
h

Projects for

Foreign anq Commonye
bout the international political implications ‘of s
a

pefence (0D(20) 15) about three major defence sales to
China, and a memorandum by the alth Secretar; (OD(SC) £7

uch sales,

TSE DEFENCE SECRETARY said that since the Committee

discussed future 2
policy on defence sales to China on 11 June 1979 neg

otiations had Proceeded
laid down.

in addition to the possible sale o
there was the Prospect of major sales relate
their equipment, to air-to-air

with the Chinese within the guidelines that had been A position
£

d to warships and
guided missiles and to aerg-e
all these projects came to fruition,

" had now been reached in which,

Harriers,

ngines, If
the United Kingdom would
0 China,

become the
zajor supplier of defence equipment t

There were no defence objections
to that situation.

It was, however, important to control the amount of

Put forwarg by the Defence Sec
It had o be remembered that
obtain modern technology on t

that China Temained an uncert

retary, although with some reservations,

the Chinese had a reputation for trying to

he cheap without actually buying much;

ain quantity for the future in political terms;
involved dangers of antagonising India,

ield for British defence sales. Careful

erefore be needed. But as things now

and thy¢ arms sales to China
Vhich yagq another important ¢
Politica) monitoring would %

Stood the commercial and political advantages of the course of action

Poposeq by the Defence Secretary seemed to outweighthe dangers involved.
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i . .o were made =
the following points
i jon
In discussi
. imited amount of real i
red to have only a 1 nterest

ide the defenece field. So far, despite

. China apped

» ts
in British expo ou

rts )
s a1 his country, very few or

ber of Chinese visitors to t ders haq
a numbe

actually been placed.

p., It was desirable to ensure that the sale of things the Chinese
really did want W

deals which would

as made dependeut on their acceptance of Package

jnclude other items.

jculties with India might be mitigated iuaget
r

The potential diff
ales to China were in a more distantg tineing

c.
as the proposed defence s

than the deal already concluded with the Indians for the sale of

Jaguar aircraft.

d. It was important not to run unnecessar political risks
by allowing the negotiations with China to be publicised prematurely,
and the desire of the companies concerned to obtain publicity should

- be restrained until orders had actually been placed.

e. A welcome feature of the proposed sales was the Chinese preferest

for paying cash. A line of credit was likely to be required
jded

only for the warships project. Special credit terms should be av

. Care should be taken to ensure that stateowned British corPe™® ,
did not commit themselves to loss-making deals, which would have

for public expenditure.

5 m

g. It was important to establish that difficulties would not ul i
s : 1

because the equipment it was proposed to sell to the Chinese inc .
T ties

d be difticul W

non-British components.
6 tor?*

2 For example, there coul
selli i
ing Lynx helicopters equipped with United States Mark 4
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THE PRIME MINISTER, summing up the discussion said
i . Te : » Said that .
"J‘Jreed w:ltb R “'Comendatl(mg f'ut fOI‘ward by the D f ly commlttee
sed for ce p o s efence §
accepted the need for careful political moni toriny ce Secretary hut
g .
foreign and Commonwealth Secretary's reservati € 1D the light of tpe
y ’ations,

The Committee -

1. Agreed to a continuance

i nce of th

industry to sell defence e suipmen: Erese{lt
with the Government on 0 China

P01icy of allOWing

a ¢ subj
a case by case basi;. ubject to consul tation

Invited the Def Se
¢ Yelence Secretary to proceed as Proposed in 0D(80) 15

Yo Invited the Fo i om S
3 = C i reign and Commonweal t} t form
if in the ligk parer £ "ed.lt.‘_ =ecretary to infor the Commi ttee
i i [‘ t of fu Al ure . nternational developme.ﬁts there ‘seem’ ed to
be r(‘)und: for reconsidering t e Governm i
g ‘ h ent's pollcy on defence safes
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OL ON THE TRANSFER OF TECENOLOGY TO THE SOVIET gy, ?
ROL O} )

2. AFGHANISTAN: CONT

the Lord Privy Seal (0D(80) 16) +,

4 si memorandum by
The Committee considered a i Kingdom 9
Lif]

i > the
a note by officials on the attitude e

vhi was attached . j 450

which was tiations about tightening and widening the contro)
i t negotle S

take in the curren

got: é St rategi
ti i he International ¢ Bubap,, |
inse ommittee on T 2 (y
i s the Co-ordinating C s En|
applied by t £

ORD PRIVY SEAL said that the export of Western technology to the Soviet I
e d on as a possible area for Western retaliation following the
had been agree s s

sals si put forward by th
Soviet invasion of Afghanistan. The proposals since [ 3 o

United States were somewhat vague. They would need to be further exploreq g
nite

gested in the officials' note. The positidn should also be explained t,
sugges

So far controls had not been suggested op

British businessmen as proposed. | ;
Sovi 7 industry; there was a dilem
Soviet energy inc Ys “
7 ogy related to the S
export of technol

for the West in that area, since action designed to damage the Soviet industy
or the

would have the effect of reducing global energy supplies.

In discussion the following points were made -

3 take
a. British businessmen could be expected to press the Government to
s . : %
a soft line on technology exports, in the light of Soviet hints abou !
ch b
export opportunities, but there was little reason to suppose that su

would in fact be followed by firm offers of contracts.

. I';;f
3 Soviel
b.  The practical effect of limiting technology exports to the

- . rial &
should not be exaggerated, given the Russians' talent for indust .

. techﬂ”
well as political espionage and their ability to obtain Western

indirectly via Eastern Europe.

0
1 : cation®
c. It was important not to lose sight of the political implic "

. al
z § : e i fleld .
developing a harder attitude towards the Soviet Union in .4ics 4
0l

same time as a softer attitude towards China. The combined P

would need to be carefully monitored.

4
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d.

restrict British exports
to

There was a need for caution over helping the Sov

which might

e. iet Union develop

- 1rces A
energy resou S 1nimical to the West,

well be used in way

the other hand, Britain stood to lose more than most of her partners if n
ew

restrictions were imposed on the export of equipment for

the Soviet energy
industry.

f. A particular problem was likely to arise over Brit

ish contracts to export
uranium hexafluoride to the Soviet Union for Processing

+ One shipment hag
but further licences

significant damage to British

recently been made under an outstanding COCOM licence,

were being opposed by the United States and

commercial interests might result,

THE PRIME MINISTER, summing up the discussion, said that negotiations should be

carried forward on the basis suggested by officials. Britain should keep in step

¥ith her partners but should not take the lead in urging tighter or wider controls.

Policy would need to be decided on a case-by-case basis, in order to ensure that
British interest did not suffer disproportionately in particular sectors,

¢ as regards exports of energy-related technology. The export of uranium

h . 3
exafluoride for Processing ought not to be interrupted, since this was not an

a
Ted where there was any question of the Russians learning anything from Western
teclmolo@_ :

The Commjttee

15
Endorseq tne conclusions of the note by officials attached to 0D(80) 16.

2 .
negot!:mn.'ted the Foreign and Commonwealth Secretary to arrange for

e p“-]tlons to be carried forward in the light of that endorsement and of
Fime Ministerts summing up of their discussion.

3, :

Enep. Invlted the Secretary of State for Trade and the Secretary of State for
B'itish © ensure that British negotiators were aware of any areas where
XPorts might be disproportionately at risk.

expor}tleaffime‘i their earlier decision (0D(80) 5th Meeting, Item 3) that the
ot uranjuy hexaflouride to the Soviet Union for processing should not
en.ed, and invited the Secretary of State for Emergy to congld?r in
'on with the Foreign and Commonwealth Secretary how the difficulties
(orisen in the Co-ordinating Committee on the International Strategic
1ght pe oVercome, 5 .
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