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DEFENCE SALES

45 committee considered notes by Secretary of State for Defence Chancellor
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0D(80) 70, 71 ang 73)
0 stimulate overseas

to be taken, They

o e Exchequer and Secretary of State for Industry (
el described steps which were.already being taken t
defence sales and proposed further actjion which ought
also had before them a letter from the Secretary of State for Energy to the
secretary of State for Industry, proposing that his suggestion in 0D(80) 73
that defence sales should be linked in Some cases with the export of Nofth

Sea 0il should be considered by the Ministerja)l Committee on Exports,

THE SECRETARY OF STATE FOR DEFENCE said that his proposals were intended to
reflect a more positive approach to the task of increasing defence sales
overseas, There was a need to strike a balance between conflicting military,
economic and political factors, The Ministry of Defence were now placing
greater emphasis on the sales potential of the equipment which was being
developed and produced for our own armed services, although this process

would not be carried to the extreme position prevailing in France where the
interests of the armed services were in large measure subordinated to overseas
sales considerations. The proposed Ministerially chaired working group would
give greater impetus to defence sales and deal with difficult cases. It could

be expanded as necessary to act on an interdepartmental basis,

THE CHANCELLOR OF THE EXCHEQUER supported the Defence Secretary's proposals,
but suggested that greater stress should be laid on producing goods which
the Customer would buy. There were a number of examples such as the Type 22
ff‘igate and Sting Ray, where British equipment was produced to such a high
specification that it became too expensive for overseas customers, and other
Ountries g0t the orders instead. A high proportion of the expenditure on
"esearch and development in the defence budget went on items which did not
chieye o Proportionate share of overseas defence sales. British industry
vag Concerneq that: the Ministry of Defence too often sought the last degree
i technical Sophistication in the equipment which was being developed and
Prodyeeg for thejp use, to the detriment of its sales potential. There was
algy ®Vidence to suggest that defence projects in industry were subjected

o exe
essj 3 y i edures.
Ve monitoring and too many bureaucratic procedur
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USTRY endorsed the Proposa g
STATE FOR IND! ma
CRETARY OF
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THE SE e Chancellor of the ExchGQuer by

f th
Secretary and the comments o0 "

1

h& bef&;‘
he establishment of the proposed Mlnlsterially chay g

med the

: Pﬂl’ticm‘
elcor 0 h h Wopks
: hich he hoped the Department of Industry would be TePresentey OBy
on winli .

|

gre t on the i
In discussion there was general agreemen lmportance o Incpg,
Sinz |
i

esent level of British overseas defence sales, The f°110wing 2
pr g

made -

a There was no easy solution to the problem of reconciljy

requirements to procure the best possible equipment with the

g the gy
°°Wmerm-i |

consideration of producing equipment with the best chance of achieving

overseas sales.

b. There had been a significant improvement in the extent to yhig)
Ministers were briefed on defence sales matters when they were unger.

taking overseas visits. There was great scope for defence sales a

over the world, particularly in the Middle East.

(S Compared to the French overseas defence sales efforts there IISAI

tendency on the part of the Ministry of Defence salesmen to tell overs|

duct
customers what was available rather than to seek to adapt the Pf;h“ !
ere ¥

the market. This was regarded as a task for British industry.

i3 in this
need for closer liaison between the Government and industry ‘
situation, !
aj0"
. egented 88"
d. The overseas defence sales achieved in 1979-80 repr as due ¥ the
This ¥ J
of British oot
e of I-’wm:iSills

tatonc .
to sell the Hawk to Egypt indicated both the existe o exploit thes

reduction on the level in the two previous years.

loss of a major market in Iran. The recent failure

ts
alternative markets and the need for greater effor

g
o Minist?’

e whi

" t th
€. Defence sales were a long-term business. B

i gat
Defence's ship designers were now working on a fris -
It was also SO

times nec‘

¢ Bri?
to suPPor a
al

commercial prospects in due course.
in the case of the Amoured Personnel Carrier,

S
: than W&
by Procuring more expensive defence equipment

2
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internstional market and which therefore lacked overseas sales potentjal
ial,

The relationship between British defence industries apg the Ministry of
Y o

pefence was a good one,

f. Despite the need to increase Overseas defence saes some foreign
’

policy constraints were bouid to'be observed, * Britain coulg not be seen

to be stimulating international conflict op taking sides in existing wars

by the nature of British defence sales; There were also countries which

defence equipment,

THE PRIME MINISTER, summing up the discussion, said that the Committee were
fully agreed on the importance of stimulating overseas defence sales to provide
a springboard for the export efforts of high technology industries, Although

it was not easy to reconcile the needs of the British Services for sophisticated
and expensive equipment with the needs of other markets which might be less
demanding, it was important in the national interest to strike the right balance.
Defence equipment could not be sold abroad if the British Services refused to
accept it for themselves. The stimulation and support of overseas defence

sales was a matter in which all Ministers should take an interest,
The Committee -

1 Took note of the work already in hand to stimulate defence sales
described in 0D(80) 70.

2. Agreed that the merits of creating a link between exports of
North Sea 0il and defence sales should be considered by the Ministerial

Commi ttee on 'Exports.,

3. Invited the Secretary of State for Defence -

i, in consultation with the Foreign and Comonweal?l;lze:;;::fy
and Secretary of State for Trade to exploit all possi
tunities o extend overseas markets for defence sales.

H, : ; h
;s To establish the Ministerially chaired working group propose
1 paragraph 10 of 0D(80) 70.
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f difficulty arjsg
hat cases of dif Y arising ¢
To ensure t : om
were brought up for prompt consude1'ati,,:"l°;l'aeg‘i
6

iii.
defence sales

Ministerial Committee on Exports.

|

erseas defence sales y i
: ure that overseas c : ; ere gy
il gziif: programme of Ministerial visits, pporte“hn
appro .

v To continue to seek as a matter of high Priority to §
g i

rerseas defence sale
the present level of overseas d sales, Uereg,,
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FALKLAND ISLANDS

previous Reference: 0D(80) 23rq Meeting, Ttepy 1

[gE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE (MR RIDLEY) saiq that

ss sgreed by the Comnittee at its meeting on 7 November, he hag visited the

Falkland Islands in order to discuss with the islanders' leagers the Mleaser

pack" proposals discussed at the Committee's Previous meeting as a possible

pasis for a resolution of the dispute with Argentina, It hagq been necessary

to outline in public the nature of these Proposals, not only because of reports
which had appeared in the Press but also because the islanders' leaders would
not otherwise have been able to canvass local Public opinion on the subject,

He had therefore made a statement in the House of Commons on 2 December. His
visit had indicated that there was vociferous minority opposed to any moves
towards settling the dispute; another minority which wanted a settlement on
the best terms available (including the "lease-back" basis, if that was the
most favourable basis for making possible the development of the resources of
the islands); and a majority which was still undecided. Most of the islanders
seemed to favour a settlement being reached, but had not so far been willing

to consider the terms on which this might be possible. The islanders' leaders
vould be letting him have their considered reaction in about six weeks time.
Left to themselves, they might well have concluded that a settlement should

be sought, but the hostility with which his statement had been received on both

sides of the House of Commons now made this less likely.
In discussion the following points were made -

8  In Her Majesty's Government's view, there was no legal doubt about
British Sovereignty over the islands. This view was not accepted by
the Argentine Government, but they were unwilling to see the matter

referred to the International Court.

. There had been good reasons for the Govermment's decision to explore
i the

the Possible basis for a settlement which, because they ‘mder%med

“Xtent of the islands' dependence on Argentina, it was dmpossible %o

develop in public,
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y o islanders' considered views were khOwn, bih W
wait un &

t be easy to handle thereafter, if the islandersg rejected Yoy
o agy .

seeking a settl ement.

|

& a . & Dot len (
among the Government's own supporters. It was dlsappointin

Feelings in the House of Commons were eXtremely Strop

£

€ that the |

hag takyy |
. his visiy,
Although their present stance was not necessarily irreversipy,, then
¢

latter had not stood by the more open-minded attituge they

when consulted informally by the Minister of State before

was a real danger of it becoming so. It was important to make ik
that the Govermment would afford the islanders full support i¢ they
decided in favour of the status quo.

e. Opinion in the islands and in Parliament was exercised about the |
position under the Govermment's forthcoming Nationality Bill of those |
islanders who were not patrials, These were believed to constitute ‘
about one-third of the population. It might be necessary to grant Lhu:
an automatic right of access to the United Kingdom. Such a decision,"
however, might have unwelcome repercussions elsewhere and might evel |
be taken as a sign that the Govermment were encouraging the islanders

to leave in preparation for a sell-out.

f. It appeared that the islanders were getting an in"deq"“:me
of interest on their deposited savings, which amounted t0 e il
£2 million. It was not clear how far the Government weré r::zes for
for this. More generally, the islands lacked adequate f'a?;ht i
raising capital for development. The Shackleton Report

relevant in this context,

THE PRIME MINISTER, summing up the discussion, said that t::rs'
wish to resume consideration of the subject when the is?wentary
reported further on local opinion. Unfortunately, Parllm.lf

to the idea of a sett]ement was now so strong that, €ve" 1be red®
considered view was that one should be sought, this w48
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y the result of pressure from the Government, 14 should therefore } ad
e made

ning the status quo, they
ed to be given to the way
the isla.uders; to the

merel . .

.te clear that, if the islanders favoureq mainta

qui
ald be fully supported. Further thought would ne

WO ) - .

o which the proposed Natlonallty Bill woulg affect

i

Jd6qHACY of arrangements for thei.r savings deposits and for thejr capital needs:
’

tact with the Argentine

deas for a negotiated

and to the continuing problem of how to maintain cop:
(;overmnent if the islanders were to reject current i

settlement .

The Committee -

1. Invited the Foreign and Commonwealth Secretary to report further
when the islanders' considered reactions to the Minister of State's
suggestions were known,

2. Invited the Foreign and Commonwealth Secretary to give further
consideration to the future course of contacts with the Argentine Government.,

3. Invited the Foreign and Commonwealth Secretary and Lord Privy Seal
to arrange for Parliament to be reassured as to the Government's readiness
to sustain the status quo if this proved to be the islanders' choice,

k. Invited the Home Secretary, in consultation with the Foreign and
Commonweal th Secretary, to give further consideration to how non-patrial
islanders should be treated under the proposed Nat}ionality Bill.

5. Invited the Foreign and Commonwealth Secretary to investigate,
in consultation with the Chancellor of the Exchequer, the adeqm'acy of
®Xisting arrangements for paying interest on the islanders' savings
deposits and for raising capital for the islands' development.




