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FALKLAND ISLANDS

1.
previous reference: 0D(80) 17th Meeting, Ttem o

Falkland Islanders about possible future arrangements for the Islands

THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE (MR RIDIEY) outlined
a basis for possible future arrangements for the Falkland Islands, which
would provide for continued British control of and jurisdiction in the
Islands and an area within a 200 mile exclusive economic zone round the
Islands, and which there was reason to believe might both be acceptable

to a majority of the Islanders and be a basis on which agreement could be
reached with the present Argentine Govermment,

In discussion it was generally agreed that there would be considerable

advantage in reaching an agreement which preserved British control and

jurisdiction, resolved uncertainties about the future of the Islands and

thus provided a political climate in which the development of hydrocarbon

and marine resources could go forward; but no agreement could be contemplated

which did not have the positive support of a majority of the Islanders., 24 |

The Committee —

Invited the Foreign and Commonwealth Secretary to arrange for the
Minister of State, Foreign and Commonwealth Office (Mr lhc_iley) to ) X
Visit the Falkland Islands in order to discover whether his proposals 2§‘
would command a sufficient degree of support there, and to report the .y
Outcome in order that the Committee could consider the next steps.
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THE HEALTH OF THE ALLIANCE

previous reference: 0D(80)

18th Meeting, Ity )

) 65) proposing

that Britain should take the initiatjve in Proposing the institution of o

wide ranging reappraisal of the Alliance, ip order to make it more relevant
and cost-effective.

THE SECRETARY OF STATE FOR DEFENCE saiq that since the be
Administration he had been concerned about the state of
North Atlantic Treaty Organisation (

ginning of the present
the Alliance, The

NATO) had been created 30 years!
Since then, although there had been ad justments to the organisation
various special programmes,

ago.

and
there had been no fundamental reappraisal to see
whether it was continuing to meet the Purpose for which it was created in the
most economical and militarily effective way possible. The military strength
of the Warsaw Pact was continuing to increase, The Supreme Allied Commander
Europe (SAGEUR) did not consider that he had the military capability to carry
out the existing military strategy of flexible response to which the Alliance
had committed itself: with the resources available to him he could not offer
more than a tripwire. It would be the aim of the fresh appraisal of the
Alliance to obtain a better distribution of effort within the existing structure
and levels of expenditure. There was a strong case for a reduction in the
British share of the civil and military budgets. It could also be argued that
this country bhore a larger share of the infrastructure budget than it should.
It would be easjer to pursue this kind of argument within the context of a
Vider review than in isolation. Too many petty arguments of this kind were
*lready taking place within the Alliance and they vere a cause of wealness.

Ta SPPointment of a new and forceful Secretary-General to the Alliance

organisation would be an essential prerequisite for the success of the proposed

!‘evie‘,,.

THE FOREIGY Anp COMMONWEALTH SECRETARY supported the views of the Defence

Secretu.y. It was impossible to be precise at this stage about the °i:t:h°me
o e

* e Proposed reappraisal. It would be a case of putting a penny

8lot, th doing. The
and Seeing what came out, But this would be well wor ing




. ! ugh a difficult phase ove
Alliance was likely to go throug i © the Dext 4 The attitude of the other major NATQ 4174
some resentment in the Unji ] d. allies was harq t .
. because there was Diteq g Royy, £ ight.b ; : 0 predict,
in any case, e th 24 tategt & The Germans mig € against the idea of a Teappraisa] 1,
ro given em su 1ci £ 8
continental European allies had not g teny SUppory o i doing well out of the present arrangements TRty v
d continued to obtain big Soviet contry Vey ) + The Americans might be in
Afghanistan, and had co cts, favour of the proposal with the aip of reduci i
{0 | d shi cing their own defence
expenditure in Europe, and s ifting a part of the }
ement that tt i € burden on to th
In discussion there was gemeral agreemen a8 e Alliance Stooq 4 Furopean allies. Because of the Presidentia] ; "
) T i 1n gy, 1al Election it would in
re-invigoration, and the following points were made - i ane e difficult ta disenemianl SR any
With the Americans in the near
future.
a. It was important that the strong case for a lgyer Britigy shar
R 14 dget, for some restrictij : L — . y ; ]
the civil and military budget, : s 100 in the Britig, & THE PRIME MINISTER, summing up the discussion said that there was general
< 3 st o e ¥ . : .
of the total size of the 1nf1.*a=.rm }tu.“e' udget, and for Some Teligs agreement with the conclusion that the Alliance was entering a difficult era
respect of the costs of stationing British forces ip Ge"mmly shoulg in which it stood in much need of Te-invigoration, The Committee agreed that
| be submerged in the proposed reappraisal. These claims deserveq ¢, k the best course would be to institute a thorough review, although it was not
T | pursued independently on their merits. On the other hand, if a Britiy certain at this stage that a team of "three wise men" would be the best way
proposal for an appraisal of the Alliance was to find favour with of accomplishing this: much would and ought to depend on the Secretary-General ,
= . Allies, it was important that they should not dismiss it as a 1 and it was relevant that the present Secretary-General was bound to retire
T — ’ mp mere vt
LI for British demands for a reduction in the British contribution fo t before long: the Alliance would need an effective and forceful Successor.
] ! NATO Budget. The primary purpose of the review would be an examination of the division of
t\__ = effort within the Alliance, and the effectiveness of the way in which that
L v b, - It was likely that Chancellor Schmidt would be unreceptive tov effort was being applied. In the longer term, the members of the Alliance o4
) s should 5 ialisation, The review should also consider
any proposals that West Germany should assume some share of Britisiis i move towards greater specialisation i el — 5
—— : ¢ € basis of financial shares in the civil, military and infrastructure -
of the Rhine's stationing costs. A more fruitful approach mightbe? T T
— s chages froa B¢ budgets with the aim of achieving a fairer distribution of shares for all
ce pur SN Sy
f[ suggest that West Germany should make more defen P Dembers of the Alliance. The Committee agreed that the NATO civil and military 25
= United Kingdom, bureaucracjes needed to be reduced in size and generally shaken up. Because e
: ; B
_ digticnlt °f the in-built inertia within the present structure of the Alliance it was 2§
2 4 o t 1 wa y &
‘ ¢.  Although OD(80) 65 was right to recognise tha Jition "Portant that the new British initiative should be launched soom, so that a y =
S . ; . 0 i =
: make major changes in relation to France, her present P able to7*¥ "¢V Secretary-General would be faced with a clear cut task when he vas appointe
faer to the Alliance was thoroughly unsatisfactory. She was yion 98 = 27
| o tectl e i
| many of the benefits of membership in terms of real PO g o Commi ttee — o g
- tra ]
1iti . : vkt ¢ gtructure con o) . : 's summing up of o
. political influence, and in obtaining infra Logplt i thov ! 11;11 i To?k note, with approval, of the Prime Minister's s ng 3
‘ choice, while she remained free to make military dep 1uence i ¥ €1r discussion, %
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cory N0 /
CABINET
DEFENCE AND OVERSEA POLICY COMMITTEE

MOST CONFIDENTIAL RECORD

0D(80) 23rd MEETING, MINUTE 1
FRIDAY 7 NOVEMBER 1980 at 9.30 am

FALKLAND ISLANDS
Previous reference: OD(80) 17th Meeting, Item 2.

The Committee considered a memorandum by the Secretary of State for Foreign and
Commonwealth Affairs (0D(80) 66) proposing further discussions with the Falkland

Islanders about possible future arrangements for the Islands.

THE SECRETARY OF STATE FOR FOREIGN AND COMMONWEALTH AFFATRS said that the
Committee had agreed, at their earlier discussion of the problem, that the
Minister of State for Foreign and Commonwealth Affairs, Mr Ridley, should under—
take confidential exploratory discussions with the Argentine Government. It was
clear that the only course of action with some hope of resulting in an agreement
was a transfer of sovereignty accompanied by simultaneous lease-back. The
Argentines were attracted by the ideas that had been put to them, though the
time-scale they had in mind for the proposed lease was unacceptably short.

In any case, no solution would be politically possible unless it had the whole—
hearted and enthusiastic agreement of the islanders. It would be important not
to give the impression of pushing the Islanders into an unsatisfactory solution.
On the other hand, the penalties of inaction were great: defence of the Islands
was both difficult and expensive; and so long as the present uncertainty existed
morale would continue to decline and there would be no chance of economic

development.

THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE (MR RIDLEY), said that
in his talks with the Argentine Deputy Foreign Minister the latter (and now the
junta as a whole) had accepted that the Falkland Islands dependencies should
remain outside the proposed arrangements, ie they would remain British and have
their own 200-mile exclusive economic zonme (EEZ), although they could no longer

1




be administered from the Falklands. The Falklands themselves (and the
200-mile EEZ which would be declared) would be transferred to Argentina

which would immediately lease them back to the United Kingdom. As regards

the length of the lease, he had initially proposed 250 years and

Argentina 24 years. Argentina seemed at one stage to be ready to

contemplate 75, but he had not been ready to go below 99 years. He

believed that it should be possible to settle at, or close to, the latter
figure. 1In the talks it had been envisaged that there would be a symbolic
Argentine presence on the Islands, but without any authority or power.

The arrangements would be subject to periodic reviews at perhaps five or
ten-year intervals. If oil was discovered under the sea round the Falklands,

it would belong to the Falkland Islanders, and not to the British Government.
His own view was that it would be highly desirable to find some way by which
some share of the ownership of the oil, if found, should go to the

United Kingdom. The major outstanding difficulty appeared to be that of the
length of lease; he could not guarantee it, but he thought it possible that,

if the Argentinians knew that an agreement was available subject to satisfaction
on that one point, they might well be prepared to accept a 99 year lease.

He had been advised that, when the composition of the Argentine Govermment
changed in March 1981, it would be necessary to renegotiate, if agreement had
not been reached by them with the present govermment. Since it was possible
that the new government might take a harder line on the Falklands, the best
chance of success lay in getting present ministers to commit themselves publicly

on the subject before next March.
In discussion the following points were made -

a. The most important aspect of the proposed arrangement was the

cession of sovereignty. Even with the assent of the Islanders, the

proposal would be likely to be criticised by the Government's own supporters
and, because of the complexion of the Argentine regime, by the Opposition.
Notwithstanding adverse votes at the United Nations, the United Kingdom's
title to the Falklands was valid in international law; once conceded, that
position could not be regained. Moreover, there could be no guarantee that
the new arrangements would survive internal political changes in

Argentina; the United Kingdom might find it necessary to concede more and

more with the passage of time.

2



b. The present outlook for the Falkland Islanders was bleak.
They would prefer no change if the United Kingdom had the resources

to provide indefinitely for the defence and economic development of

the Islands; but this was not the case. They would welcome a moratorium
on the issue for fifty years; but there was no chance of that.

Meanwhile, uncertainty about the future was blighting the morale of the
Islanders and ensuring that no firm would risk investing in exploration
or development of the Islands' resources. If therefore the proposals
were put to the Islanders, some of them might regard the proposed removal
of British sovereignty merely as a disagreeable necessity with which they
must come to terms as best they can, but many of them could be expected
to see in the leasing arrangements a positive way forward from the

impasse and the prospect of economic development for the Islands.

c. It would be important to make satisfactory arrangements for any oil
that might be discovered. This point would need to be covered in the
terms of the proposed lease. Although no-one had challenged the right
of the British Virgin Islands to oil discovered there, further thought
should be given to ways in which the United Kingdom might be guaranteed
entitlement to a substantial part of the revenues. Such an arrangement

would be easier to make before rather than after oil was found.

d. Once the proposed scheme was broached with the Falkland Islanders,
the nature of the proposals would become public in that country.

Severe political damage could be done if the proposals were presented to
the Government's supporters as a fait accompli, even though some of
those most interested in the problem had expressed the view privately

that a lease-back, if negotiable, would be a good solution.

e. An alternative solution, under which the United Kingdom would retain
a degree of sovereignty by establishing a condominium was, as experience

in the New Hebrides had shown, liable to lead to constant friction.

0 If possible, it would be desirable to persuade the Argentine
government to give up the demand for a symbolic Argentine presence on
the Islands; it could cause difficulties. Similarly, the provisions for
relatively frequent reviews of the lease would be liable to lead to a
progressive weakening of the British presence; the reviews should be as

infrequent as possible.




THE PRIME MINISTER, summing up the discussion, said that the Committee

generally agreed that a solution on the lines described by the Minister of State,
Foreign and Commonwealth Office, was likely to be the only way out of the present
impasse. They also recognised that, but for the power of Argentina to disrupt
life in the Falkland Islands through her control of the supply routes and the
resultant loss of morale and decline in economic activity, and the difficulty
and expense for the United Kingdom of maintaining effective defence and
providing for economic development of the Islands, the Govermment would not be
Justified in a surrender of sovereignty. It was essential that the Govermment
should hold to its position that no change would be made to the status of the
Falkland Tslands without the consent of the Islanders themselves. It seemed
likely that, on balance, given the bleakness of their present situation, the
majority of the Islanders would be ready to support negotiations with Argentina
on the lines proposed, recognising that, while the Government would not go back
on its commitment to defend them, it was not able to offer alternative ways of
improving their position. The Committee's discussion had shown that in certain
respects, including the proposed period of the lease, the arrangements being
contemplated by the Argentina Government were not yet fully satisfactory.
Assuming that the Islanders gave broad support to the basis proposed for
negotiations with Argentina, it would be necessary to forewarn the Govermment!s
supporters in Parliament and the Committee would also wish to consider carefully

the terms under which further negotiations with Argentina would take place.
The Committee —

1. Took note, with approval, of the Prime Minister's summing up of
their discussion.

2. Invited the Foreign and Commonwealth Secretary to arrange for the
Minister of State, Foreign and Commonwealth Office, to propose to the
Falkland Islanders that their future should be secured by means of a transfer
of sovereignty to Argentina accompanied by simultaneous lease-back of the
Islands to the United Kingdom, and to report the outcome.

3. Agreed to consider further, in the light of the reaction of the
Falkland Islands population to this proposal, the line to be taken in
further negotiation with the Argentine Government.

Cabinet Office

10 November 1980.
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SECRET
Previous reference: O0D(80) 17th Meeting, Item 2

The Committee considered a memorandum by the Secretary of State for Foreign

and Commonwealth Affairs (0D(80) 66) proposing further discussions with the

Falkland Islanders about possible future arrangements for the Islands.

THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE (MR RIDLEY) outlined
a basis for possible future arrangements for the Falkland Islands, which
would provide for continued British control of and jurisdiction in the
Islands and an area within a 200 mile exclusive economic zone round the
Islands, and which there was reason to believe might both be acceptable

to a majority of the Islanders and be a basis on which agreement could be
reached with the present Argentine Government.

In discussion it was generally agreed that there would be considerable
advantage in reaching an agreement which preserved British control and
jurisdiction, resolved uncertainties about the future of the Islands and

thus provided a political climate in which the development of hydrocarbon

and marine resources could go forward; but no agreement could be contemplated

which did not have the positive support of a majority of the Islanders.
The Committee —

Invited the Foreign and Commonwealth Secretary to arrange for the
Minister of State, Foreign and Commonwealth Office (Mr Ridley) to
visit the Falkland Islands in order to discover whether his proposals
would command a sufficient degree of support there, and to report the
outcome in order that the Committee could consider the next steps.






