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FALKLAND ISLANDS: STRATEGY MEETING

1. 1 attach the Department's draft record of the meetin
‘on 30 June. We do not propose to circulate it widely, but
it will be useful to have on file an account of the day's

discussions.

2. We propose to have the record typed in final form next
week. If you, or any other recipient of this minute, have
comments, perhaps you could Let me have them by close of
play on 14 July. s '

P R Fearn
South America Department

% July 1981 :‘
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FALKTAND ISLANDS =~ - -
Introductiocn T ' o o T
1. i Eldlez opened the meetlng at 1100 by asklng
Mr Wllllams to descrlbe the current 51tuatlon as seen _
Enclosures—~flag(s)..........- from Buenos Alres-

é. » Mr W1111amsfthought that in tactlcal terms, the
present s:.tuatlon was reasonably good. - The dispute with
' Chile dlstracted -attention away from the .Islands and the
UK hadea number of frlends in the Argentlne establishment
who thought that there .was an intermediate positiom.which

SRy ‘ /could
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could be reached on the Falklands dispute. On the other
hand Argentina was not functioning well at the moment ;
this meant that tts leaders were under more pressure
than usual and might be tempted to look for an easy
foreign policy success to distract attention away from
domestic discontent. There was therefore a greater

risk of the UK being used as a whipping boy. In his

. view,the situation was in hand,'but if we were to
continue to keep it under control, it would be necessary
to provide the "moderates" with evidence of our good
intentions. This was hlS tactlcal analy31s, but there
were also underlying dlfflcultles. There was no questicm
of the problem going away. Negotiations had been going
on for 16 years without any tangible progress, :and-the

- situation was becoming less favourable .as time went by.
A solution would have to be found.lf the Argentlnes were

not to come to the view that negotlatlons were. pointlessd

Despite much consideration both -in. the UKiand in
Argentina, only'one solution haaibeen ldentlfled which
might form an.acoeptable ba51s for*an end to the dispute:
leaseback. There was no guarantee that leaseback would
be acceptable to a majority .of Argentlnes, any more than
to a majority of Islandersr but it had to be worth
trying. If we allowed the leaseback 1n1t1at1ve to die,
then we would be left with no way'out of our dilemma.
Furthermore, if we did not actlvely'seek to promote
leaseback, then we ran the serious risk of it dying on
UsSe

z. Mr Fearn then gave an,acoount of the meeting between
Mr Ridley and Sr Ros in Paris on 15 June (already
reported in FCO .telno 186). There had been-two main -
purposes: to establlsh a_personal relatlonshlp wrth
Comodoro Cavandoli's successor, and to convince the
Argentines of our determlnatlon to reach a settlement.
Both 51des oonflrmed thelr view that leasebaokrseemed
.to prov1de the best bas1s for a solutlon. Mr Rldley
‘ had made 1t plal to Sr Bos that while we understood
 hthe dlfflcultles c£ the Argentlne Government there
could be ‘no questlon of our acting ‘other than in-
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in accordance with‘the‘IslandérsH wishes. HMG would face
serious difficulties in Parliament and in public. if- we were
to renege onm this policy. Sr Ros had been generally _
relaxed, but it was clear that #shed expected a further round
of talks to take place after the islandsﬂ‘électdons in,
October.” One point of particular interest was. the emphasis
placed by Sr -Ros on the guestion of oil exploratiom in. the
South Atlantic. This was never developed into any suggestic

 that economic cooperation might be discussed in advance. of

sovereignty concessions. It might, however, be that. the-

iArgentines would be»prepéred to discuss such: cooperation in
- parallel with sovereignty. There:was-only-one~£33§e‘which.

" might have been interpreted as "an Argentine threat:  Sr. Ros'
;comment on. ther widespread feeling im Argentina that. all -

Argentine attempts to soften Islanders' hearts by providing

. essential services-met‘only:a-negative«respon§e~aq@ythat'
" there might in consequence be no purpose in continuing -
| negotiatioms. - The meeting had overall achieved whatr it was

designed to do, and we could be reasonably confident: that, .
barring internal upsets in "‘Argentina, there would be nc--

i Argentine pressure-om us’ until after the Islands' elections.

Mr Ridley added that he had- suggested to Sr- Ros that there
might be merit in the Argentines' proposing, say mn‘July}

 that further talks should be held, so that we could use this
: evidence to the Islanders of Argentine pressure. Sr Ros
 had been cagey about this idea. Mr Williams thought (ané

Mr Ridley and Mr_Fear gAagreed) that it was probable that‘
Sr Ros had had no br1ef on this point, and was reluctant

to wake the sleeplng dog’ of the mllltary Junta who would
necessarily have to be consulted Dbefore any such move.}

4. Mr Hunt gave the v1eW'from the Islands. The new . - !

ILegislative Council was bounrd -to be more -difficult than -the
present one. Adrian Monk and Stuart Wallace were campaignir
strongly on the platform that sovereignty was not for .sale

- at any price. Most of the other candidates were taking the

same line.  Even the -normally moderate Financial Secretary,

' Harold Rowlands, now felt the same way: that any solution

would have to be imposed by ‘HMG_.- it would never be rreached

T edith
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with the agreement of Islanders. In the Governor's view,
Mr Wallace miTrored the general feeling in FPort® Stanley.
Of the present Council he'expected‘MessrsLWallace,'Blake
" and Bowles to be re-elécted and, if they stood, Mr Goss
and Mr Miller also. Moderates like Mr Luxton and =~
“Mr Pitaluga were not prepared to stand. - They said that
they:did:not have the time, and this was true; but a -
major part of their reluctance was the fear that they -

" would not be elected on a platform of support for HMG's
policies. Nome of this meant that the Councillors would
" necessarily be against further talks with the Argentines,
but there was no support for talks on the cession off
sovereignty. Mr Day asked whether there had been any
discussion in the Islands, of the inevitable consequences
‘of a breakdown of negotiations. Mr Hunt said that

Mr Wéilace;‘whdeas in the forefront in these matters,
was confident that he knew the scope for Argentine
retaliation agéihst'%he Islanders. There would be great
: 1nconven1ence but the Islanders were prepared to put up
with it. Mr Monk, in particular, felt tHat. EMG was -
painting too gloomy a Picture; " he doubted whether the
Argent:nes would take any very extreme steps. -
Mr Willisms felt this was because the Islanders had
'never had ‘the llkely'conSequences spelt'out to them in

b r —

detall R : - >

5. Mr Ure Ure agreed " He- had Just returned from hls flISt
visit to the Islands and he had gained the dlstlnct
. impression that'althgugh Mr Ridley's v1s1t.1n November
1980 had made the Islanders start thinking about their
situation —more seriously, the impetus had since been
lost. For very good reasons, HMG did not wish to be
seen to be puttipg any pressure on the:IsIanders; but,
without peesswee, the Islanders would never come to the
decisi we wanted. Mr Ure recalled that he hag been
dealing with the Falkland Islands earlier thanlenz,one
else present at the meeting and he could confirm what
the Ambassador had said - that we had been trading
Highly on-Argentine gdod-will for a very long time. If -
..it was now our intention to try to buy some more time,
| /it
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it must be used-for a clear purpose. Time was -running out;
perhaps only a few months were left. He felt lésséback was
the only runner but he agreed that it would not be a- .-
contestant for much longer unless we took early action to-
sell our policy in the Islands. The most - important-single
factor in influencing the Islanders' views was the public
"debate in the UK. Although‘Islandérs4tended to discount -
what officials told them; they paid-considerable attention
to the statements of certain politicians and other pecple-
_whom they respected: In his writtemrreport he had suggeste
that Mt Ted Rowlands might be persuaded to-return to the.

Islands. This-was one idea; amother was that the public,

support: of =m elder statesmgn; like Eord:HoméZ,might;be, :
sought for HMG's position.” He had discussed with comtacts
in Chile the queStioﬁfof alternative arrangements, sheuid
the Argentines” withdraw their services. AThe~Chileans-had~
been sympathetic but-could see no way to replacewﬁer1§es
unless there had prev1ously been g total. breach.lnlrelatlon
with Argentihas. - In his view-the same woudd. apply, probably
more so, to-Uruguay. Even if another South- American. countr
were preépared to provide services; such a solution.counld
only be temporary-and might atr any time come to- an. end unde
Argentinerpressurs; Mr Fearn agreed. Islanders had never
taken this message to heart.- He asked whether Mr Urer had
raised contingency planning with them durlng.hls visit..

Mr Ure  said he had, but the Tslanders' principal Teaction.

qrégis;ééat;*pgggingencyiglanning was -& British problem;. they

- J i@k further thar that- if. the runway were . - .

- “extended, it would solve most of their difficulties. . -.
Mr Hunt thought that the Islanders were slightly more. - ..
realistic than this. They were already giving thought
to the possibility of a charter air service between the p

" Islands and Punta Arenas in Chile using eg a Twin -Otter, -
“which wduld have to be purchased for the FIG air service.

Mr Williams agreed that the Argentines»mightﬁpe unlikely -
physically to prevent such a servicej - but Such—ea—servriee
would require use of Argentine airspace and the Islanders
should be in no doubt zbout the Argentines ~ability to make
life difficult for them. Mr Hunt said that Islanders o
believed that they had a great deal of support 1n the UK

which would always ensgre that they were not cut_offﬁ y
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B Mf.Bidlez outlined the domestic political comsideration
In his'View; there was-no scope for acting against the
Islanders' expressed wishes. His visit to the Islands

in NovembBer 1980 had representéd a considerable expenditure
of polltlcal capital. The Cabinet had reluctantly alldwed
nim to try this inifiative, but they would néver sanction
overrullng the Islanders. He did not think that there would
be any problem in selling the leaseback proposal in the UK
prévided Islanders had éndorsed it previously: there was
no other way. In Parliament, the Labout Party opposed ...
Government policy on the Falklands, partly because it meant
dealing with Argentina, a country they disliked on. -
doctrinal grounds, and partly because of the general -
unpopularlty of any moves to cede sovereignty over the -
Falklands. Mr Ridley had discussed this with Ted Rowlands
_personally, he sympathised, but had made” clear’ that he
could’ never glve his support in public to the Government
initiative on leaseback. Indeed, even if the Islanders’
weTe to endorse leaseback it was still possible that the -
Labour Party might vote against it. The Government was
therefore obliged to -eely on Conservative votes alone.
AS"hé~sam;it3 therevwéie?dnly'two=bhoicesibefore usgy. either
we must pérSﬁédeTEhe ISlathr51to,éccep$ leaseback, or we
should call it a day. The PUB‘had two comments at this
stage. The first was that he was sure that the optionms of
alternative transport via Chile and Uruguay were unworkable
and should not be pursued. Second, he endorsed Mr Ridley's
views on the domestic situation. The Government would not
wish to défénd'dﬁérrﬁling the Islanders. He could well -
understand why the Islanders were unwilling to give in to
us on négbtiaﬁidns," They were simple -people and they clung
to simple ideas: ~ in their view, talks with ‘ATgentina were
designed for one purpdse only, to get the UK off the -
dlspute book. But it was in the Islanders' perceived best
interests to keep us on the hook; that was why they

opposed.negotlatlonSa

General Discussion

7. . The introductory statements over, Mr Ridlei aéked_fﬁe
Governor for a view on how the Islanders might be »
persuaded. This seemed to be an almost insuperable problem.

JIf
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It Hﬂgis_rgprgsentatives trisd to talk to the Islanders,’
we were accused of applying-pressure; ~if-we did nothing,

2oy

then the Islanders' views remained unchanged. Islanders'-
reactgons appeared totally illogical; -eg-the recent news
thatLEndurance would be withdrawn had reportedly led . to a
hardening of attitudes in the Islands against negotlatlng
with the Argentines, whern a more rational response would .has
' seemed to be a recognition that UK was becoming less-able t«
defend them, and that negotiatiomns should therefore be -
resolved satisfactorily. Was it-possible to- persuade the
' Islanders? During his last visit he had gained tié?&£§€§ncf
 impression- that some:of ths-mors‘thinking people (eg the
Financial Secretary) had, to some- extent, been-bargaining.
. If we were to bffér‘inducements, would there be- any movement
" Mr Hunt replied that the simple truth-was that the Islander:
_7.Wished.to have mothing whatsoever to do with the:- Argentines.
- They thought the Argentines were terrible -people - and:-not to

 be: trusted. ~Islanders read about Argentina's. grave internal

problems, and the recent-mass arrest of trades union-member:
: and.they-wanted nothlng to do with such:a system- Nor.did

g help‘_ -The fallure:ta_consult the- Isianders aboutr the halviz
- of the LADE:flights was a prime example. The Islanders:did
: not believe that any terms which could be agreed for a‘;
leaseback settlement could ever provide them with the '

) guarantees thst they wanted. They could therefore see mno
 reason.- for. playlng rhslr trump card, sovereignty. ,). '

g 8 8¢ Mr Ure thought ‘that it would be an 1mposs1ble task to
persuade the Islanders- ever to trust the Argentines.. .But
it mlght be poss1b1e to- persuade them that they would not

PP R P R LT VL T - o—borm % - cn‘l"t"lpmpn'f' 2S5 N0% .

As . S
{ St Mr~Ehnt thought Islanders weu&é—aee-be*rsve-thrs-iﬁm:r

'ﬂ - { would .say ‘that once we had agreed on the principle of ceding

1“9“‘rAr sovereignty, we would mever again be able to claim it back.

9&“%5 h"& g The PUS felt that legal advice would probably endorse this
. view. Mr Williams agreed.. In any case if a crisis were to

arise during leaseback it would mot be over the principle
‘of sovereignty, it waquld be over some relatively minor
administrative point which would not provide sufficient

grounds -for the sort of action the Islanders would want us

A alre



" "Mr_Ridley was sure that we could not negotiate if the-
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9. Mr Williams agreed that, provided the sfatus_quo

could be maintained,: there was no reason why the Islanders
should come to agree that there was a need to move. The
point was that it was unlikely to be possible to maintain
the status quo much longer. All the sighs were that if
there were not some movemént soon then the Argentines
would make trouble. Hé agreed with Mr Uré that realistic
jdeas did not take root in the Islands of their own accord|
They had to be grown as seédlings in the UK and imported.
Mr Fearn thought that this would be Very problematici  The
Islanders' mood militated;againstfseédlings”taking roof.”
He wondered whether the domestic political" constralnts

-would necessarily preclude holding talks with the °
Argentlngs on- leaseback, even if~the Islanders did not
'éonéeﬁt.“ It was only through negotiations that. the -
implications of~ leaseback could be convincingly presented'

Islanders actively disapproffed". If they could- be persuadeg
not to shut the door on negotiations, that would. be
“acceptable; But'if“fheY‘turnéd‘thé:idea.down,-negotiationﬁ
could not be considered. Mr’ Hunt thought that the’
Councillors’™ eventual response would be that we could -
-:talk to the Argentlnes about anythlng'except soverelgnty.

30. Rldlez agreed that 1t was rlght as a flrst step )
to try and improve publlc OplIllOI'l 1n the UK. BHe
proposed an lnvestlgatlon of what 1deas mlght best survive
transplantatlon from the UK to the Islands. The PUS said
that persuadlng’the Islanders would be, as usual, a.
métter of finding the right combination of carrot and
stick. We had to accept that we had very little carrot
(money) and at the same time could not wield the stick in
public. It would be very hard for HMG to admit in public
that we -could not effectively deal with the problem posed
:by Argentlne ‘economic sanctions or even aggressiom.
- Mr Hunt reported,that Islanders did not believe that the
"Argentlnes would take the military option. They
" expected economic sanctions and were prepared to go
without if necessary. In the Islanders"' view, all HMG
had to do was to show determination; = they were convinced
they'éaﬁid‘suffive; Mr Wllllams thought that while the
T . /withdrawal
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withdrawal of LADE flights and the fuel. supply mighft *
appear to us to be sanctions, to the Argentines thi§ would

be. no more than the ending of loss-making activities which
had failed to achieve their purpose of winning over the
Islanders' hearts and minds. The most likely next step -
was- that they would take their case back"to the UN: It
was not possible to say what the result of such action woul
be, but the Argentines were probably better plabed now than
they had been before, and would certainly win resoundlng%\
support. for their .position. There would then be renewed .

-UN pressure on the UK to-negotiate.. The Argentines. would

.. put pressure on their. South American. nelghbours, not to

'comfort the enemy'.by replacing W1thdrawn serV1ces._ It

i.was always p0531ble that, eventually, a mEk General or

Admiral would take. some adventurous mllltary actlon .against
the Islands, -as. he had.explalned earller, the more, time . .
that went by, the less the moderates would  be able to ;_\

'prevent.suoh.occurrencesa The Islanders had to be made to

see that the Argentine Armed Forces, in particular their.
Navy,. were growing in power, while. the Royal Navy's.

B, -

influence. in- the-area was, decllnlng. He thought all thls

was a gradual process,,tak;ng perhaps. five or six~ years 1n
all, but once the process had started it.might be .
difficult to stop. o

- RN

1¢.  The PUS wondered whether itf was possible to persuade
Islanders that this scehario was a Very real one, and: -
that it would mean a progressive deterioration of their
situation. Was theTre: any scope for persuading them that

" it would be better to discuss matters with the Argentines

now than to do so later under pressure? Mr Hunt described
the Islanders' present state of mind as ‘& "Dunkirk spirit”
convinced they could last out against anything the - - -

Argentines might do.  He Had do idea how long this would

survive in the face of: Argentine pressure. Mr Ridley asked
what would be .the effect on this Dunkirk spirit, if the
Argentine services were cutf off and the Islanders had to
rely on very infrequent sSea services for all their transpor
and goods. Mr Hunt was sure that this would only ‘strengtbe:
their resolve to have nothing to do with the “Argentines.

| /Mr Ridley
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Mr Ridley wondered, in that case, what influences could
possibly make them change their minds. Threats seemed to
have no effeot>nor efforts fo win over hearts'and;minds,
nor did efforts on our part to persuade them to acc¢ept our

view of the matter. Mr Smith .asked whether the prospect of

a deteriorating economy might be used to our advantage.
‘Mr Hunt repeated that the Flnan01al Secretary himself was-
now opposed to leaseback.- :

12, Mr Ure was sure that there was nothlng the Argentlnes
could do to change matters. “Their gestures weTe seen by
the Islanders as attempts at infiltratiom. But in his view
the Mlnlster underestlmated the influence of his last visit.
Only HMG could change the Islanders mlnds. Mr Hunt agreed
When IMr Bldley had V151ted he had had a- receptlve audlence,
,partlcularly 1n the Camp. Slnce then, it was tTue that
'Coun01llor Monk had ‘done much to undermine what was
achieved, but thls stlll seemed the best road. Mr Ridley
asked why, Af his v151t had been a success, his message had
since been dlss1pated. He wanted to know whether there was
a chance of success 1f'we launched a major campalgn in the
UK. Mr Hunt said that’ supporters of leaseback 1n the
Islands had kept thelr heads well down and those that had
been sitting on the fence had been wooed into the opposrtlon
camp. The moderates had not wanted to take on

Councillors Monk and Wallace. He was not confident. thata
campaign would. be successful, but he could see no others
choice. Mr Ridley thought that it was importamt to be sure
from the -outset that a campaign would be successful.
Otherwise, we would be raising our domestic profile on this
issue con"siderablyﬂno avail. If we were to fail we
'should lose considerable fdce, and there might be even
worse risks as regards Argentina. Mr Williams doubted
whéther'the-ArgentineS'Wduld criticise such & campaign, but
it had_to_be borne in mind that there were many steps the
Argentine Government could take which would, without

materially affecting the Islands, create great political
problems 1n the UK, eg by harassing third country ships
in Falklands waters or establishing more stations on
uninhabited islands. " Mr Day thought it important for us
to be clear what we would be prepared to do if the

SECRET ' /Argentines
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Argentines took action such as this. - He doubted whether
there could be any response to such actlons which would
satisfy domestic opinion.- Could we afford to-replace the
service: and the fuel=supply, and take the steps necessary i
provide an adeduate defence for the Falklands? He thought

- not. Mr Ridley agreed that it would- be hard- to get:

proposals costing such a large amount of money through
Cabinet, but he was convinced that thej would get through
Parliament with ease, such: was the support for the
Islanders' cause.

13. Mr Fearn considered that our present policy cm@h&

ﬂ-cnly=be-described as pussyfooting; if we carried. on. this
" Wway-we: would get nowhere. It was important to-be able to

present: our position firmly and this inevitably meant  comi:
more out into-the open. both. in. the UK.and in. the. Islands.

' - Sporadic visits to the. Islands were however unlikely- ta be

effective. Perhaps we should get new. Councillors: to. Londo:z
after the-election. - Byt before we could undertake a. more
open line, Ministers would have to accept the polltlcal
consequences.__mr Ure agreed that this was a'polrtlcal
minefield.. But if the Argentines were to take retallatery
actlon, HMG would be revealed as 1mpotent. The Cablnet
should. be- aware of‘thls rlsk._ Mr Rldlez thought that'the
Cabinet. would agree, 1f reluctantly, to a campalgn,to brzng
home to domestlc opinion and the Islanders the realltles of
the: situation, but only 1f they could be. conv1nced that suc
. campalgn had a good chance of success. He again asked tl
Governor whst ~the chances were. ~Mr Hunt could say. no more

fc than that he was doubtful’that such measures could be

'successful Mr Rldlez felt that this was not a good enoug

: ~basis on whlch to launch a campalgn. There would be no

point in starting up all this trouble in Parllament and
elsewhere W1thout better assurances of the chances of
success. '

- - —

14, The PUS thought it would be useful to. dlSCUSS what
it was, that- we- were proposing to sell tor the Isdanders.-
Mr Day did not think we were selling specific proposads:
What we would propose would be essentially an educationsal
programme- -and, necessarily, a long'nrocess. We had: to -

convince the Islanders that the’ status gu10- was. no longer
an available option. Mr Fearn wondered whether the
' /Argentines
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Argentines would allow us enough time to undertake such
a process. Mr Day said that as Islanders could not be
persuaded quickly, we should also neéd to persuadé the
Argentines to remain patient. Mr Williams said it was

important to prevent Islanders from turning down a further
round of talks outright; they simply did not believe

that the status quo could not continue. Mr Ridley found
this understandable: Islanders did not see the classified

papers about Argentine intentions that were available to

mMG. : <o -
hwaw“

15.  The PUS % e—=bte _to. -1
cen¥tmee—the Cabin&t /o e need to take any domestically
unpelatable decisions. Mr Smith wondered whether it would
help if the Argentlnes were to take some of the action we
'enV1sagedraga1nst the Islands. Mr Day thought not. It

could only Teveal our own impotence. He wondered whether
ArgentinesiQEuld acéept‘the‘br0posed educational process
as a good enough reason for refralnlng from any‘actlon.

16, ‘ The PUS asked whether 1t‘was p0531ble to tell the
,Islanders that they could not impose” dec131ons on us and
for us. to be prepared to hold talks wlthout them, Thls
would undoubtedly'cause polltlcai problems 1n the UK and
. the Islands, but ~it would buy us some time WIth the
Argentines.. . Prov1d1ng_we stressed to all that the |
Islanders’', wishes. remalned paramount’and that any
agreements reached at the talks would be put eventually
to the test in the Islands and in Parliament, he thought
this line could be tenab;e. Mr Bldlez thought such a
proposal would be highly dangerous. The Government could
not rely on its back-benchers to support it 1n this
situation. . The PUS accepted this but thought that the
answer, in that case, might be to allow things to get _
worse, and hope that this would have some effect on the
Islanders. Mr Eidlex reiterated that such.presshres'
seemed to have no effect whatsoever on the Islanders.-:
Tt was illogical, but they were counterproductive. The’
Tslanders had %o be persuaded.. He recalled that he too.
~had had to be persuaded about the value of outr
initiative; it should not be impossible for us to

persuade theeriendersein the same wayr‘.Mr Ure recelled

SR ; . S ‘/that
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that what had most helped to win Mr Ridley over to the
initiative, was the fact that we set ourselves limited -
objectives. He proposed’that when the new Councillors:

had assumed power; we should put our efforts into persuadin
them not to slam the door outright. We would seék to kold
talks on an open agenda, at which Island represeatatives
would be welcome, if they wished to attend. At the same
time, we- could. initiate a quiet campaign. to change th -
attitude of. the medla.and politicians. In:this way we coul
without-raising theﬂtemperatura, achieve. what we wante@,
12. Mr Ridley said that as official Ministerial visits
seemed to have so little impact, there might be.value:in
putting the whole matter: in professional hands andr emplevin
a full time professional staff to sell the initiative o th
Tslanders. Mr Williams wondered whether there wasg any -
scope for reducing the'confidentiality of our-exchanges-
with'the‘Argentines{bh;the dispute. The main problem- for
both the UK and Argentina was that ill-informed people made
the running. Public debate could only be useful if it was

= well-informed. Mr Fearn agreed: but this again meant that
' “we must be prepared to come out fully into the open on cur
view of the situation. Mr Ure thought there were many ways
we could pursue our policy providing we first had the
necessary political sanction. Mr Ridley again asked whethe:
a campaign would achieve the desired effect. Mr Hunt
replied that it had to be worth a try. However, while the
moderates might respond, he doubted whether the majority

- would ever accept leaseback. Mr Ridley was concerned about
the level of the campaign that would be required in the UK.
90% of the population were on the Islanders’ side. Mr Day
thought that 99% of the population did not even know where
the Falklands were. It was only a majority of the remainin
1% which supported the Islanders. Mr Ridley disagreed; he
had repeatedly'been‘approaéhed by people in the UK to

reproach him for the Government's policy.

- 18. The PUS remained of the view that we would only have :
chance of improving matters once our inability to defend ant
support the Islands in any effective way had been exposed.

/Mr Williams
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. 19. Mr Day sa1d that we could explaln to the Islanders

' if talks were held with the Argentines without Islander

SECRET

Mr Williams thought this was a dangerous road. Even those

Argentinés who might be counted our friends would find it
difficult to prevent little incidents growing, into major
‘ones. Mr Fearn thought that we would in any case find it
"difficult to negotiate on”the retreat; opinions-would
harden in the Islands and-in the UK agalnst talking to
the Argentines. SR T

that we and they shared a maJor problem, which HMG would
- find 1t 1ncre351ng1y difficult to help solve. It would
therefore be important- to come to an early decision opra
solution. Mr Smith asked how the” Islanders would react

approval. 'Mr Hunt conceded that® some Councillors would.
"indeed be relieved.to have the decision: taken from them;

but he thought that the’ difficulties the: remainder would
cause would be overwhelming. Mr Ridley considered that

we should do what- we” could to buy time from the Argentines

and use it to mount an educatlonal campaign.,

20. The mornlng‘se551on ended at~45oo :
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The meeting resumed at 14CC.,

1. Mr Ridley summed up the morning session.’ We were
agreed on the need to gain time from the Argentines and at
the same time to mount a campaign to win over the Islanders.
We should put our cards om the table to the Islanders and
explain in"detail what we could do for. them" and” what we coul
- not. Only if the Councillors did not- slam the door could we
_continue talks with the Argentines. Mr Huat thought: that:
some of the Councililors-would be. guite happy for HIG. to

- carry the_ball:alone—for-a;whileein;discussionS'with the
Argentines and.then.eome back to- them with'someesort of offe
* from the Argentines. [r Williams suggested that. HMG could
;draw up_a questlonnalre of p01nts to put to the Argentlnes
which they would have to clarlfy (eg guarantees) but

- Mr Ridley pointed out that durlng leaseback there could e no

' question of Argentine encroachment on the British
}administratieh. Mr Williams wondered what- woild happen at

| the end of the lease. Mr Ridley recalled thab-Rerbad tald t
- Islanders. that at. the end of the lease we should ﬁijffEfwff
‘Anegctiate a. new one.. .He and the Seeretary of State had. told

. the Argentlnes flrmly that the lease should be for at leaseA

- 100 years. R R

' 2. Mr Williams pointed out that the Argentines would not
" even sit down with us if the question of” sovereignty were -
- excluded from the agenda of talks. IMr Day wondered if,
since there was soeon. to.be a new Council. in the- Falklands .
. and there was a new Argentlne administration, this_ would be
a good opportunlty to renew. talks. Would it be. poss1ble to
. talk about economic cooperatlon° Mr Fearn p01nted out that
© we could not talk substantively aboutreconomac cooperatlon 1
| until we had clarified who -owned what. Sr Ros had npt seeme
- to object to an open agenda for one further round. of taiks,
. but that would: be the limit. !Mr Ridley said that there was
{ no point. in- gaining. more—tlme unless we. 1ntended to do

- something about educating the Islanders. . He did not accepx
' the alternative of- throwing down the gauntlet to.ther'-
 Argentines.. Mr Williams Tepeated that the leaseback idea.

¥ mlghr'not be accepted. by'the Argentlnes unless it became _
more pos1t1ve sSoOn. Ve
SECRET )
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3. Mr-Ridley. said that the trouble was that;the{Islanders
did not believe that the alternatives were as bad as we

. said they were. They did not know the real facts and 4id
not want to, as they believed that MG would simply assume
"its responsibilities. It was’therefore necessary to put
the cards on the table. He suggested that one programme: of
educatlng'the Islanders might be. B T

(1) to show “to Counc1llors all relevant telegrams
_from Buenos Alres (sultably doctored) gso that
they could see what was really happenlng 1n \

Argentlna, SRR SN

(ii).. to. puhllsh.a detalled re—supply'plan hlghllghtlng
. the grimmer. facts of llfe,

(iii) to make sure that Islanders were aware of the
. regl difficulties of defending'the Islands.:

MrtTemple suggested that it- mlght be possible to cooperate
with the Argentlnes over'thls\eg so that the Islanders ‘
oould experlence for themselves what would happen if thelr
petrol supply were cut offs However3 Mr Daz warned of

the dangers, since there could te no relying on the
Argentines to play the game exactly as we wished.- It was
agreed that we- could not- rlsk*charges of collu51on with the

-

Argentlnes.’

Rldlez thought it would be useful to prepare and
publlsh cont1ngenoy*plans7eg an MOD Wﬁlte ﬁhper on defence
for the Falkland Islands.” Mr Hunt agreed, since the
Islanders tended t0- thlnk that in the face of an Argentlne
attack EMG would slmply send ‘a nuclear submarlne.

Mr Wllllams suggested that the Institute of Strateglc -
Studies mlght be encouraged to publlsh a paper on the
defence of the Islands. Mz Fearn p01nted out that the MOD
were preparlng a new contlngency plan but that this was

little more than an‘up—date of the old one. Mr Rldlez said
that although we mlght repulse an Argentlne attaok, we
should need to con31der what would happen afterwards.

The Argentlnes would stlll be there Just over the horlzon,

/Oul
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-our defence force oould;not‘uithdraw. .We were-convinced-
of the need to come to a solution; it should be possible
to convince the Islandersteo. The problems should be-made.
public knowledge. !Mr Day pointed out that the Islanders
would not. be concerned over the cost to HMG of ‘re; supply
and mllltary back-up,valthough this mlght help convrnce the
lobby in the UK. Mr Ure agreed but thought that the
realltles of. re-supply might frighten the Islanders. ‘.A

'Mr Rldlez stressed that he did not wish to frlghten the
Islanders but, to ensure that they Wwere_ fully aware of‘the
facts.v The PUS pointed out that publlcatlon of the facts
might. encourage the Argentines fo become tougher, as they
too began. to reallse how 1mpotent We wWere. ey
that we should.have to, draft very carefully._ Mr'Fearn'
pointed. out that we needed to say more forcefully to %hé‘
Islanders that leaseback was the. beSu alternatlve to the
norrors.” otherw1se-loom1ng. Mr Wllllams doubted whether .
publication of the facts would make the Argentines'

| attitude tougher. He con51dered that most Argentlnes were

themselves probably'unaware of what tne_r navy. oould and

could not do.

- - S ‘M T gz sald that 1f domestlc constralnts made“lt’ o
f \dlffloult to urge. leaseback on the Islanders, why could we
not say'ln public here that,rdesplte the Islanders

i

rejection, we. con51dered leaseback to be the correct coursc
Mz Rldlez stressed the need to depoliticise the 1ssue
facts. were needed more than anythlng else. Mr Fearn N
suggested asklng the Forelgn Affairs Commlttee to produce

a regort- the FUS thought this an interesting idea, but
pointed out that the Committee mlght not come up W1th the
answers“we wanted. . Mr Williams suggested” that we should

Qork out the costs and have official talks with the f
Falkland.lslanders about 301nt contlngency plannlng._.

- Mr Rldlez agreed. ‘stressing that the talks should be at
official; not ministerial level. Facts, not opinions,
were needed. It was necessary to destroy the Islanders'
fantasies. Mr Hunt did not think the Islanders were
bluffing; they truly believed they had sufficient support

/in
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in the UK to protect them. lMr Ridley considered that this
was all the more reason: to lét them have the facts without
hectorlng them or pushlng them about. "~ ‘\‘:4

6. Day pointed out that there ‘were pltfalls in j_
publlshlng contingency plans._ The Islanders had a
different opinion from HMG of what was rlght and proper-
they mlght even thlnk that it was~a~good 1dea to have such
plans ready‘s1nce they'would not ‘be concerned at the cost.
Mr Ridley said that the plans must be des1gned w1th-w-»~-
1nbullt horrors. It would perhaps be useful to 1nd1cate
that the Islanders would have to pay for re-supply.

The PUS wondered whether it would help if a group of
Counéillors came to the UK after the electlons for

- discussions w1th.eg MOD cn the realltles of defendlng the
Islands. The draw—back,o ,thls was that they would also

- be exposed to the sympathetic lobby in the UK., Mr Rldlez
felt that the Councillors- would only come mandated to'
resist any‘proposals for leaseback What was necessary

was to. convrnce the electorate, not the Counc1llors, of thef

horrors which would await them.

7o Mr Hunt pointed out that the Islanders could, if

necessary, ex1st with the four tlmes yearly‘charter~vessel
and the v1s1t of the Royal Fleet Aux1llary“every 18 months.
Travel would be the only"real problem, although hevthought
that many Islanders would stlll stay On. Mr Fearn stressed

that if the Islanders refused to accept leaseback we -
could” expect 1ncrea51ng harassment. The Islanders would
expect us to do something about this, but we should not
be able to, and we should be put in a very emoarrass1ng
position. Mr Williams said that, although the Argentlnes

did not deliberately aggravate the’Islanders at present
they could take actlon to whlch we would need to respond
on legal grounds, eg occupation of terrltory. The
proposed closure of GrytV1ken for example, could be very
awkwardl

s,
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8. Mr Day suggested that we <hould anIte the new
Councillors to the UK to go over the facts of the s1tuat1©;ne
Mr Ridley asked why some of the facts could not be put to
them before the election. Béth Mr Fearn and !Mr Hunt
considered that this could be congtrued as putting pressure
on the Islanders. ‘Mr Ridley suggested that_sémg non-
political branch of HYG, eg the COI, should publish the

:facts, as.it was important to depoliticise the situation.

Mr Day thought this would not be advisable since everybody
knew COI was. part of HMG, Mr Ridley said that facts were

"needed, not politicalqpinion. .If a politician gave facts he

was assumed to . be exaggeratlng, so factual sheets needed to

9. The PUS was worried by the effect of publishing

- contingency planning which the Argentines would read.. -

Relations were quite good at present, so they could-ask why

there was all this aggressive talk about a possible invasion.
. The time for stock-taking should come after the Falklands'

- elections when we could presént the facts to the Councillers
?about the alternative we foresaw if they did ﬁot'éand%idﬁi

- further. talks. .Mr Ridley said again that the Islanders

* should have the. facts to consider during the election.._

' Mr Day said that Cabinet approval would be needed for this

| first. Mr Fearn and Mr Hunt considered that we should wait
‘until after the elections since vefore that.?herg was'no%oﬁe

rireSPQnsible to talk to and any attempt to feed information
- To the Islanders would be mlscontrued as undue 1nterference

- -

- 10. Mr- Williams asked whether it would be possible to urge

better candidates to stand for. Counecil. Mr Hunt said that

" he had tried but they had all refused.  Mr Ridley said that !
f the problem was to persuade: the electorate that the - .o

. moderates were right and to make them fully understand.their
- situation. Unfortunately the Councillors were not of

adequate calibre for this. !Mr_ Day wondered whether the
Falkland Islands Committee could exert any influence but -

Mr Hunt said it had lost credlblllty in the Falkland Islanﬂs

over the last 2 years.

/Nationality
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Nationali*y/Re—settlemeﬁt

"~ 11.  Mr Fearn asked what inducements could be offered

to the Islanders if necessary. Mr Ure sald that we had
gone as far as p0581ble on natlonallty,‘ we could not
promlse more, butLeould make what had been said more
widely available. Mr Hunt thought“that'we should say to
the Islanders that they should give leaseback a try for

eg 5 years and if they were not satlsfled we would
re-settle them. Mr Bldlez said that if the Islanders»were
forced to leave because of Argentxmernn-compllance with

the terms of leaseback we‘should be prepared to re-
settle them and offer compensation. Otherwise, the
Argentines would probably be prepared to pay a fair price
for the land and if the Islanders left voluntarily he. saw
- no reason why we .should compensate them. He felt that
financial inducement should be the carrot at the end not
“the beg1nn1ng3 of necotlatlons. '

Financial matters

12. On the questionmofesﬁpély of eapifal, Mr Fearn
reported that the CDC were reluctant to ‘help’ out, in part
at least because they had_ come unstuck'badly in an earlier
freezer plant scheme in the Islands. (Mr Eunt pointed out
that they had also come out badly‘from other -investments
but that it did not prevent them from further transactlons
in those countries.) The department had had a meeting
with the Bank of England to talk about the new bank and
commercial loans. The Treasury would not guarantee such
loans but technically the Secretary of State could if the
ODA accepted responsibility. It had however been
suggested .that the best course would be for the Falkland
Islanders to take their financial affairs away from the

" Crown Agents and take them to a merchant bank. As a
client of the bank they wokld then stand a better chance
of having a loan authorised. Warburgs had expressed
interest.  This was a2 question for the FIG to decide.’

' Mr Hunt said he would put this to the FIG but that the
Financial Secretary had always stuck by the Crown Agents
.who had handled the Falkland Islands portfolio very well.

| /Falkland
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Falkland- Islands Company ' _ T — e

1%, Mr Hunt reported thdt the Falkland Islands Company
refused to consider. disposing of more land. Mr Eidley
agreed that it would eventually be necessary to buy up the
land but that there was no great hurry over this. It woul
be a very difficult proposal to put to Cabinet. o

- o

Stam g
i 1, Mr Fearn mentloned that the Islanders were 1ntend1ng
. to celebrate the 150th annlversary of re-settlement (im 19
in a big way. They had asked The Queen to visit the Islan
and were planning to produce a substantial stamp-lssuee—-‘
Even in 1933, when the dispute -had been relatively quiet,
the prqduction of stamns;ﬁorwthe.centenary had caused a
furore and the Argentines had refusea to handle mall. The
reaction would be very much.stronger thls tlme. The

alternatives were

(i)_,to stop the issue, whlch would lead
 to 1arge loss of revenue as well as
_provoklng strong Islander and lobby

) resentment' o

(i1i) to alter the des1gns and make the issue
less provocatlve,

- (iii) to go ahead and bear the brunt—of complalnts.

It was not our- normal.pollcy to 1ntervene 1n such 1ssues
but The Queen's authority was“requlred for.the .issue of
stamps and She should not be invelved in coﬁtentieus o
political issues. -Mr Williams thought the Argentines_'4

would- react- hysterically and eg impound all mail and.
Mr Hunt thought that the Islanders would. react- badly 1f

we tried to interfere. The _centenary issue had been
highly regarded and there was hope that thls one would be
too. Furthermore, it would be worth about £400,000 to the
Islands' Exchequer. Mr Williams said that it was almost
certain.- that the Argentines would stop the mail and would

retaliate in other ways. The issue would be contrary to
the spirit prevailing in the negotiations. However,
although there would be an appalling uproar there might be

. /no
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no very serious damage at the endlofothe_day.iiMr'Ure,i_q
thought we should use our influence to alter the wording
and designs of the issue. Mr Willjams said that since the
Argentines celebrated Malvinas- Day every year, he thought

the problem was mainly one of design. and drafting.. The -
situation,could‘probably be defused somewkat if he was
able to talk to the Argentines first. Mr Ure said that
when he had spoken to the Chief Secretary he had got the
impression that the Islanders would be prepared to accept
- some modification of the issue. . ;“5;"}-_ -

Conclu31ons o

A5, - Mr Bidley summed up. S N

] (if We should play'for time W1th Argentlna.-

' (ii) 'We should persuade the new Falkland Islands»
Council to allow us to talk with the
Argentlnes. e

(iii) Up-to-date contlngency papers should be
prepared to. form.annexes to an OD paper
and perhaps eventually be publlshed

(iv) .The OD paper should recommend_a major

education campaign in the UK.

On tlmlng, the PUS suggested that the Secretary of State S
approval should be sought in July and the OD paper itself
fproduced in September. ‘Not only would this enable the
paper to be llnked to the eleotlons, it would also be
fresh 1n Ministers' mlnds for the September Commonwealth
Heads of Government Meetlng;. "There might be value in
'trylng to obtain support for our'pos1t10n from oertaln
Commonwealth Prlme Mlnlsters. N

16.- Mr Rldley and .the PUS left at 1645.

- /Defence -
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Defence cooperation

17. Mr Ure asked whether it would help if we were to
improve our military contacts with the Argentines eg over
South Atlantic defence. Mr Fearn pointed out that joint
exercises with the Argentines would pose difficult political
problems. Mr Day reminded the meeting of the developing
campaign in the Third World on the gquestion of South Atlant:
cooperation between Latin America and South Africa. He was
nervous at the thought of our developing naval cooperation
in the South Atlantic. Mr Williams said that such discussic
would have to be bilateral but Mr Day pointed out that we
could not avoid any cooperation being put into a wider
context. Mr Williams said that the Argentines were worried
about the Soviet presence in the South Atlantic and were

probably mainly concerned to exchange intelligence about the
area. Mr Ure thought that perhaps we could send a senior
naval officer explaining why we could not offer more
cooperation and saying that we too were worried by the Sevie

‘_presence in the South Atlantic and would be prepared to liai

on this. !NMr Fearn wondered how this would help us on the
Falklands and Mr_ Day pointed out. that we would have to
indicate some advantage to HMG of such a visit. Because of
the robust human fights lobby here the advantages of such
a visit would need to be weighed very carefully.

Endurance,and Grytviken

18. Mr Hunt pointed out that if the axing of both were
announced at the same time, it would be a terrible blow to
the Islanders and would halve our South Atlantic presence
in one swoop. Mr Day.said that Endurance was a lost cause
but that the question of Grytviken was still open. Mr Fearr
and Mr Ure thought that NERC were really trying to force thg
FCO to provide the extra money that they needed. Although

. Grytviken might be the least scientifically wvaluable BAS

research station, NERC were well aware of the political
implications. Mr Hunt thought that plans for withdrawal
would have tc be ready in the next 2 to 3 months if it were

' to be closed down at the end of the 1981/82 season. MNr Day

thought the department should check with NERC to ensure that
their proposal was not carried by default.

19. The meeting ended at 1630.
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