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I 1. As agreed in 0D on 2 July, exploratory and confidential talks have
il
L

faken place with the Argentines to see whether a solution of the dispute
N gnvisaged in 0D(80)46 would be possible.

The Argentines have cooperated
b )
- fully in ensuring that these exchanges have been kept confidentijal.
'
-1 2. The reasons for continuing exchanges with the Argentines are

unchanged. The future of the Islands remains uncertain.

decline and the poor morale of the Islanders continue.

Their economic

The dispute is
preventing the development of the resources of the region (fish and any

0l) to the benefit of the Islanders and ourselves. Our relations with
> : |‘Wemina will only improve to our commercial advantage while they see a
eaningfy| Prospect of progress in the dispute.

E The talks, on which I propose to brief the Committee in more detail
Milly, showeq that there is a reasonable possibility of reaching a settle-
fent

The Argentine Foreign Minister subsequently expressed his satis-
to me
\”“ident T

"ct'
L in New York with our contacts so far. But the change of

1t rgentina in March 1981 means that we should seek to
apj : . :
oL e ON the progress we have made. President Videla and his

ni i - s 2
“".Her,at team are keen to leave a tidy situation on relinquishing
p lce

ey ¢ SoUld make use of the present favourable opportunity to get
: i i t of
‘“ha%accomM1t themselves (and their successors) firmly to the concep

I
3
Sopg ti

Subsequent negotiations on the detailed terms would then take
me , :




we are still not committeq to anythj

Ng with the Argentines.
b

o that our contacts have beenp Strictly ag r
a‘l A

re e would be taken aback if ye were to pull
gut

out at this stage. The
y ernment might i
MHArgent’ne Gov : ' Ag well be less amenable, Particularly ¢

irol of the Foreign Ministry were to pass from th
gon

e Air Force to the
nationalistic and hard-line Navy.
pore

This could have serious

onfrontation.

L I1f we decide to proceed, we should now sound out the Islanders.
fhe Argentines realise that we cannot take our contacts further without
jslander support. I would propose that Nicholas Ridley should visit the
islands soon. He would want to secure the endorsement of Islanders for
formal negotiations with the Argentines on the possibility of a solution

pased on leaseback. He would not 90 into the details of any solution

vith Islanders at this stage.

b, I seek the agreement of my colleagues to our continuing to move

tovards formal negotiations with the Argentines, provided the Islanders
igree.
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