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Thank you for your letter of 23rd June enclosing one from 5/7

Lord Hill-Norton to the Prime Minister, complaining about certain
aspects of the public presentation of defence policy.

On the first of Lord Hill-Norton's points, that the briefing
note circulated recently to backbenchers was incomplete and hence
s Misleading, my Secretary of State has asked me to say that it
was not intended to be a full and balanced picture any more than
is Lord Hill-Norton's critique which - not unexpectedly - seeks

2 discredit the Government's plans. Most of his criticisms are
N well known to us and have been answered before in replies to
A

r

¢ Parliamentary Questions and Members' letters (though this is the
first time that Lord Hill-Norton has intervened); and my Secretary

ﬂof State does not recommend that the Prime Minister should reply
in detail. For your background information, however, I attach a

* commentary on the critique.

My Secretary of State believes, however, that the Prime
Minister would wish to deal with the second of Lord Hill-Norton's
points - the allegation that he misled the House on two occasions
recently. On the first occasion the position is as Tollows.

Lord Hill-Norton has taken out of context the remarks Mr Nott made
in the House when he was seeking to deal with the criticism,
implicit in Mr Keith Speed's remarks to which he was replying, that
Irident was funded at the sole expense of the Navy programme.

Mr Speed's inTervention had implied thaﬁf;ifFTriEent had not gone
ahead, the associated funding would have been devoted to enhancin
conventional naval forces. Mr Nott pointed out (Hansard a%tached%
that Trident Was financed by the defence programme as a whole and
had been placed in the Navy programme simply for reasons o
management: it dId not, therefore, follow that without Trident
there would have been more funds available for the Navy. Obviously
without Trident the SSN programme would have been different as

Lord Hill-Norton suggests, but, as is clear from the context,

Mr Nott was addressing a different point.

As to the suggestion that the House was misled on 7th April,

(Hansard attached), two factors should be borne in mind. Firstly,
last year's White Paper (Cmnd 8288) stated specifically that the
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size of the surface Fleet would decline over the next few years.
It is, of course, this very fact - more than any other - which
has given rise to considerable public debate, and the House
cannot possibly have thought that - contrary to what Cmnd 8288
had said - Mr Nott was trying to give the impression that the
Government planned to increase the size of the Navy. Second,

as you will see from the Hansard, the immediate context makes it
clear that my Secretary of State had in mind the increase planned
expenditure on the conventional Navy, which is not how Lord
Hill-Norton has interpreted the answer. Not even the least
knowledgeable Member can have misunderstood exactly what Mr Nott
meant.

My Secretary of State has approved the attached draft letter
which the Prime Minister might consider sending to Lord Hill-Norton.
The draft deals with only some of the many points Lord Hill-Norton
has raised but if the Prime Minister nonetheless preferred not
to comment at all on the substance of his letter my Secretary
of State would be entirely content for a very brief reply to
be sent on the lines of the one which I also attach, and which

Mr Nott actually prefers.

Ass fanc

(D T PIPER)




. DRAFT LETTER FROM PRIME MINISTER TO LORD HILL-NORTON

Thank you for your letter of 22nd June.

Before I make any comment on some of the pointsajéu have
raised I must say that the Government's overall na&ﬁi policy was
very clearly set out in the White Paper the Secrgﬁgry of State
for Defence published last Summer "The UK Defen¢é Programme -

The Way Forward" (Cmnd 8288). Decisions about our future defence
policy had to be taken in response to chang%#'ln the technological
environment and the rapid growth of defenca ‘equipment costs, and
one decision was a reduction below the tygn current plans for the
size of the surface Fleet. Others weregﬁentloned in your critique.
You are right to say that most of the glajor warships that have
entered service since April 1979, or will enter service over the
next five years, were ordered by thef last Government but that is
bound to be the case since the Labqur Party were in power over most
of the relevant period. But givey their commitment drastically to
reduce defence spending to the erage of our NATO Allies it would
have been impossible for them Jo pay for them - indeed the defence

programme was too large prioy to Command 8288 even to be

accommodated by the 3% grow target to which we are committed.

TﬁAPFor our part we have explafned our policy and defended it on many

occasions in both Houses Parliament. It has also been analysed
in the Press, and therefhas been wide support for its overall
thrust although I realfse that there are a significant number of
people, like you, whof find difficulty in accepting aspects of it.
The note to which y refer must be seen as an attempt to highlight
the favourable poipts in the naval programme in contrast to the

criticism which s been one-sided and unbalanced. For instance,




your critique makes no mention that the naval programme is gher

today in real terms than when we took office and we have,fés a
matter of policy,made a switch in the programme to weap?gs as
opposed to platforms. j;

.F"‘/

You referred to a statement by John Nott in the House of

Commons on 11th March on Trident. I cannot accqﬁ% your assertion
that the House was misled on that occasion. Iyﬁis to my mind

clear from the context in which John Nott magé his remarks that

he was seeking to refute the criticism thaﬁf%ad been made on a
number of occasions, and was implicit in %éith Speed's question,
that Trident was funded at the sole expeﬁée of the Navy Programme,
with the implication that if Trident hgé not gone ahead the
associated funding would have been deygted to enhancing conventional

|
!

naval forces.

f
You also mentioned what John itt said in the House on
7th April, I have re-read the payagraph in which the quotation
appears; and, bearing in mind thdt it is dealing principally
with levels of expenditure and fhat our plans to reduce the
surface Fleet are well known, Ifdo not think that there can have
been any doubt that John Nottfwas intending the specific remarks

to which you draw attention

budget rather than the sizef of the Fleet.

I realise how strongly you feel about some of the decisions
contained in Cmnd 8288. [It is, however, a very serious charge to
say that a Member of Pajyliament - and particularly a Minister - has

deliberately misled thg House of Commons and I hope that on
it
reflection you will withdraw suai_ﬂﬂnharge.
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I have noted your comments about tbé note which was issued

by the Secretary of State for Defence; All I would say on the
note is that it must be seen as an attempt to highlight

favourable points in the naval pymgramme to counter-balance

the criticisms which have oftep/ been one-sided.

I was particularly conqéfned to read your charge that the
Secretary of State for Deﬁbnce had deliberately misled the House
of Commons. Having peraonally looked into this I believe that
your allegations are qupletely unfounded. I Jjust do not think
that anyone in the Eéuse of Commons with any knowledge of the
Defence White Pape Jof last June (Cmnd 8288) and of the general

thrust of our defence policy, particularly with regard to Trident,

could sensibly have interpreted Mr Nott's words in the way you
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take the line that no final decisions have been taken on the detailed

allocation of the defence budget in the late-1980s.

2e It is agreed that the cost of ships and their weapons continue to increase
rapidly in common with other armaments. One of the purposes of the Defence Review
was to recast the programme so as to create the headroom necessary to deal with
the problem of cost growth in the longer term.

Ship Numbers
3. As Lord Hill-Norton concedes 'operational' is a broad term and open to
different definitions. At one end of the scale, availability at A1 readiness for

strictest criterion (ful yperational in al espects and available in
within 48 hours). At the other end of the spectrum it can be

enit experience has shown th the majority if not all ships not
well into refit can be called on at varying notice for operations. The figures
underlying the comment in the handout that more ships and submarines would be
operational in 1985 than now were based on a projection on the best data then to
hand of ships and
undergoing essential repai ave 2
together with ships undergoing training and trials

fortnight's notice. Full account was taken of the decreased amount of time that -

individual ships will spend in major refit following the decision to cease mid-

l1ife modernisation. This said, it should be noted that any assessment of this kind
is subject to considerable change in both the short and long term because of
developments for example in the dockyards programme; in the physical condition of
ships and in changes in plans for the use of ships. Ship losses in Operation
CORPORATE will also have a major impact on the forecast until they are replaced.
The need to repair damaged ships will have a significant effect on éﬁailability in
the short term. Any consequential adjustments to the dockyards programme iﬁ the
medium term would also have an impact on operational availability.

4L, Lord Hill-Norton's comment that the size of the Fleet has reduced from

98 major warships in 1978/79 to 86 at present is correct. The size of the Armed
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remarks in the House on 7 April, the immediate context referred

expenditure. Cmnd 8288 also accepted a reduction in the size of the surface Fleet.
Taking these two factors together there cannot be any doubt that S of S intended
his remarks to refer to increases in the naval budget rather than the size of the

Fleet.

5. A large-scale modernisation programme is under way. For further details see
below. At the same time Cmnd 8288 made it clear that we could no longer hope to
sustain all our previous plans and announced a number of changes (reductions in
future carrier and DD/FF force; RFA reductions; abandonment of Type 44 and
cessation of further Type 42s; abandonment of mid-life modernisation; dockyard
cuts). Others were announced subsequently (abandonment of Sea Dart

early disposal of Counties and BRISTOL). Lord Hill-Norton is therefore d
attention to facts concerning the reduction in the navy which are already on the
public record as a means of attacking the cuts in the Fleet. He is correct in
saying that the scope for future .improvements to our capability will be reduced
by limited dockyard facilities but our aim is to incorporate as many improvements
as possible in the course of the new cycle of refits and restorative refits. As
he points out, the SSN force will be less than that envisaged by the

Labour Government. This was brought about principally

by the decision to proceed with Trident and to rephase the SSN programme around it.
Resources could'not be found to transfer the SSNs displaced by the Trident boat
to a second shipyard. Guidance for the Defence Review also directed that the SSN
programme should proceed at no faster pace than was necessary to maintain ship-
building capacity for Trident.

6. We shall be considering in the light of experience gained during the
Falkland Islands crisis whether any changes are needed to the programme within the
overall framework announced last year. Cmnd 8288 stated clearly that we would

be flexible in implementing the new policy. FEARLESS and INTREPID were reprieved

in March. Plans for the retention of FIFE, GLAMORGAN and BRISTOL are due to be

announced on 1 July.

Recent Orders

i Lord Hill-Norton's comments on the Government's order rate and on the number
of ships having entered service since 1979 or due to enter service over .the next
5 years are correct. His remarks on the value of orders placed are also correct.

8. This said, with a long-term construction programme such as the RN's many orders

placed by its predecessor are inherited by an incoming Government. Cmnd 8288 t;

confirmed that the programme would proceed in full, with the conseguence that

expenditure on the naval shipbuilding programme has risen sharply and continuously
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11 MARCH 1942

L’,.__' the cumency of the procurement of the system il
will not be cance .Huu either at the whim of the United

Siates Cunoiess or as a result of changes of Presiden: or
:'_.‘,.\c.-_-minl me

d or atiitude over the next 20

Mr. Nott: On the whole, our allies tend 1o keep to their
agrecments. I do not think that such a hypothetical
situation has cver arisen, nor do T think that it is probable.

The answer to my hon. Friend’s question is that most
of the system will be built here, by British industry. 1t is
n that we are

majority of the
United Kingdom.
this

missile and the missile control syste:
from the States. The
expenditure will be made hete in the

There is nothing in this technology w 'ni;-‘J we in

(_::'j])" 1 .ll:'

l'fU}'i]?“; [T'”L'EI

(‘:’d ’
French

declare

not inherently capzble of producing. Ind
~and in the

country are
the French
Socialist Government the
their colowrs—are spending 25 per cent. of their present
defence budpet on their nuclear deterrent. We can do this
ourselves, as we have proved with Chevaline, but it would
be enormously expensive to do so and it is cheaper to buy
the technology from the United States.

Socialist Gover ent

Communists actually

Mr. Dick Douglas (Dunfennline): Does the Secretary
of State recall a speech he made in which he indicated that
the cost of Chevaline had gone banznas? What chance i§
there that the cost invelved here in relation to Trident will
not go the same way? Additionaliy, whilst he is talking
about jobs, financial staternent one
of the worries of this couniry is import penetration? The
cost of going for Trident in this way, and at this time, may
be a diminution by British industry generally to comnpete
across the board and thus, whilct strengihening our
defence, mmay be weakening our total economic position.

Lias he noted that in the

Mr. Noit: 1 do not unrh"uslimatc the technical

difficulties which face the United Kingdom industry
compsling successfully for the United States Trident
On Sub-Harpoon, Chinook, the advanced
Harrier, Rapier, and a whole range, we have just recently
done zbout £1,060 million worth of business in defence
equipient m:h the United States.

If the Hawk, the Scarchwater and other programmes go
forward, we hope to do another £1.000 million worth of
business w :111 the United States. If this two-way strest did
not exist, if we were not buying and selling each other’s
defence equipment, those extra jobs would not be created
for Eritish industry.

I do not accept thar this is a programme which is any
more subject 16 escalation of costs than any other highly
advanced technology. because most of the content of this
programime is already well developed. To say that we have
not tested our warheads is not true. We have. It is the same
warhead as the Trident 1. There is a misunderstunding on
this. There is a great deal of business for British industry
in this. 1 hope it succeeds in doing as well on this
programme as it has done on the other American
programines,

prograunnic,

Mr. Keith Speed (Ashford): If the choice is between
modernising Polaris or between C4 and DS, we are
undoubiedly right to stay with D5. There is no alternative,
Will the Minister answer two guestions? First, we have not
heard what will be the percentage of expenditure of the
naval equipment programme at the apogec of the Trident
expenditure.  Secondly, I am couceried about the
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lor the SSN. Soine
fustoncit a

to build the new 2400 SSKs.
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- 1y
must. be ready

Mr. Nott: We have 4 defence equipment prozranime,
and what 1 am concerned about is defence capability . I
ail defences. We are finding money for the
item. Tridem will be

look at our over
] [H
IJ:.'mm.I by the
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Royal Navy. It is casier to manave this
]"JJ\M] Navy put it i

right to say that if we ha

under the

But it 1s not

gramine and

amme., d not

e been dilter

would h:
is financed I'I_\
T

2nl the naval programine
follow I“.'-_fi'-”““_\- It
anune. The SSN
as planned when the hon. M:
shall build SSNs as
Vickers, Barrow, until the monent comes for Trident to
take up. We have not yet placed the orders for the SSK
programme, but as soon as we are in a ptniliure o do so
we shall consider which yard shall take t

That
defence
forward
Depariment, We

does not
prog programme is  goi
anber was in the

a5 many we can al

hern.

Mr. Staniey Newens (Harlow): Will the Minister 1el!
us how he proposes to meet the costs of this weapon after
1985 when they escalaie to the peak? Dees he propose o
meet them out of the
mean cufting down on conventional e

normal defence budget, wiich will
expendiiure, or does
he propose to have a special budget which will add even
more 1o the of defence expendituie
which his Government are proposing? If so. how on earih
will this couriry aflord it?

gigantic escalation

Mr. Nott: We have to look alead over 10 vears 1o sce

when the peaks of different items of equipment will comie.
Al no point, even in the p
will it be as expensive as Tornado will be next year in my
programime. The peak year will probably be in the iast year
or iwo of the 1980s. At the peak of our programme D5 will
take up about 1142 per cent. We shall pay for it,
paying this yeer and pext year, for a x.n_u:h more
expensive programme, namely, the
will be financed in L-\;-ic!i\' the
conventional progr g financed now,

eak vear of spending on Trident,

as we ave
now
Tornado airerafi.

our

same '\';'.'I_\' das

ime 1s be

Sir Timathy Kitson (Richmond, Yorks): Will miy right
hon. Friend clarify one point in his staternent? If the ¢ yele
between refits for the new Trident submarine is 1o be s=ver,
years, can he assure the House that there will be no need
to order a fifth vessel?

Mr. Nott: Because of the extended length {)f the
refit—seven  years—four Trident submarines are
equivalent to at least five Polaris submarines. We do nat
now need to contemplate five submarines. Four Trident
D5s, with a much longer refit interval and the in-tube life
of seven years, plus the missile, are equivalent to more
than five Polaris submarines. We shall have three in the
operational cycle for a Jarge proportion of the time.

Mr. Bruce George (Walsall, South): Does the
Minister agree that it is not simply a replacement
programme but that in terms cf qualitv and quantity of ;
warheads D5 repersents almost a quantuin !cap fonward?
Will the Minister tell the House why we require a hard kiil
capability? Will he inform his hon. Friends what cherished
projects are likely to be cancelled as a result of this £8,000
million expenditure?

i




PRIME MINISTER

I attach below (Flag A) a pretty
arrogant and unpleasant letter from
Admiral Hill-Norton in reply to your
letter of 19 July to him (Flag B).
I really see little point in your continuing
this correspondence with him: it is plainly
going to get nowhere. I hope that you will
feel able to send him the fairly stiff

reply which I attach below.

)fLAJ’

28 July 1982




. Admiral of the Fleet The Lord Hill-Norton G.C.B.

NUTFIELD RIDGE 3309 KING'S MILL HOUSE, .
SOUTH NUTFIELD,
REDHILL,
SURREY. RHI 5NG

The Rt.Hon. Mrs. Thatcher, M.P.,
10 Downing Street,
London,

SN 23rd July, 1982

]&jﬂqu- [t AJ4uu/L54~: :
Thank you for your letter of 19th July.

I am sorry that most of it was about Defence Policy, to which I was at
pains not to refer in my letter of 22nd June. The arguments deployed by your
Private Office have not improved with time, and are today no more convincing
to those who understand Defence than they were when first adumbrated last year.
They are, of course, entirely different to those which you (presumably) endorsed
during the first eighteen months of your Administration, on the advice of
Mr., Pym - who did understand the problem. What, one may well enquire, has since
then changed in the Defence scene except the Secretary of State?

I am, to return to the gravamen of my previous letter, bound to be dis-
appointed and, I must confess, surprised that you do not accept my contention,
to put it quite bluntly, that Mr. Nott deliberately misled the House in a matter
of fact, on 7th April. Following our exchange, which I initiated solely to save
you personal embarrassment, I feel free now to say so, at what I consider to be
the right time.

I am content to let Parliament and the public be the judges as they have
been in the past, of what the words he used do actually mean, both in English

and in context.
ltfvaau& SWU\;kaé},
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10 DOWNING STREET

PRIME MINISTER

I have retyped the second
page of Lord Hill-Norton's
letter, and marked it
private and confidential

as you requested.

) JUNLE A

18 July 1982




for its overall thrust although I realise that there are a
significant number of people, like you, who find difficulty in
accepting aspects of it. The note to which you refer must

be seen as an attempt to highlight the favoﬁrable points in the
naval programme in contrast to the criticigm which has been
one-sided and unbalanced. For instance, pyour critique makes

no mention that the naval programme is higher today in real

terms than when we took office and we ha;%, as a matter of

policy, made a switch in the programme tg weapons as opposed

/

to platforms. f
|

You referred to a statement by Joj‘ Nott in the House of
Commons on 11 March on Trident. I oafnot accept your assertion
that the House was misled on that occaﬁion. It is to my
mind clear from the context in which John Nott made his remarks
that he was seeking to refute the cr;&icism that had been made
on a number of occasions, and was imﬁlicit in Keith Speed's
question, that Trident was funded aﬂ:the sole expense of the
Navy Programme, with the implicatioﬁ that if Trident had not
gone ahead the associated funding would have been devoted to

enhancing conventional naval forces.

You also mentioned what John/ Nott said in the House on
“-Apxdl. I have re-read the paragraph in which the quotation
appears; and, bearing in mind that it is dealing principally
with levels of expenditure and that our plans to reduce the
surface Fleet are well known, I/do not think that there can
have been any doubt that John Nott was intending the specific
remarks to which you draw attention to refer to increases
in the naval budget rather than the size of the Fleet.

ely misled the HqQu
yill wi AT - e

Admiral of the Fleet The Lord Hill-Norton, GC




10 DOWNING STREET

THE PRIME MINISTER
30 July 1982

Dear Lord Hill-Norton,

Thank you for your letter of 23 July 1982.

I note that you now feel free to pursue publicly the

point which you were making in your letter of 22 June.

I rather doubt whether there is much more to be gained

by continuing to exchange letters about the matter.

Yours sincerely,

Margaret Thatcher

Admiral of the Fleet The Lord Hill-Norton, G,C.B.




