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Introduction

1. Apart from Mr Ridle;
July 1979 and the Secretary
Argentine Foreign Minister in New York
been no Ministerial exchanges with the -
dispute by this Government. * SXDRTN bﬁi*ﬂ’ :
bt _ coesd boanpta thedy ga-.n.d"a__j
Objectives yodr the 3 |

waye the Al Jlﬂ'

23 Our objectives are:

£4) to avoid a breakdown of the talks or
ending them in a climate prejudicial to
further exchanges or to our relations with
Argentina;

(i) to ensure that the discussions remain
exploratory and that we are not at this
stage drawn into substantive negotiations
on sovereignty;

(iii) to demonstrate to the Argentines that we zre
. starting afresh. While we will need to
take stock of the positions reached in the
1977-79 discussions, we are not bound by
them nor by the policies of the previous
Government. We want to take an entirely
new look at the issues;

(iv) to make it clear to the Argentines thatpﬁe
want to make progress gggrgqu sol
but that we have no W :

._..egé&m; (B’;‘iﬁf
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(v) to find out where the Argentines now stand
on all matters relating to the dispute
(in particular economic co-operation and
the joint development of resources).
To listen to Argentine views on
sovereignty but to avoid any specific

response;

5a Argentine objectives can be expected to be:
€i) to make progress towards their goal of

securing sovereignty over the Islands;

(ii) to explore the policy of the new British

Government ;

(iii) to be seen to be talking (for domestic
consumption) but not to expect dramatic

results.
Tactics
4. Mr Ridley's opening statement (Brief No 2) should be

used to set out our views on the scope and purpose of the
discussions. We must get the Argentines to accept from the outset
that these talks are exploratory; limited (in the decision-making
sense) but wide-Tanging in content; and that their purpose is mno
more than to provide a platform for consideration of policy and
for future, more substantial exchanges. Thus, if asked, we would
say that while we do not necessarily dissent from the 1977 Terms
of Reference (Brief No A7), we do not see any need to have

specific terms of reference for this preliminary round.

5 It will be right to make the Argentines aware that, on
the one hand, we take a robust view of our sovereignty position and
of our commitment to the Islanders' future and that our room for
manoeuvre is consequently narrow: and, on the other, that we do

not intend to be inflexible and that we want a solution not only to
remove an irritation to our bilateral relations but also to open up
important areas of economic co-operation to mutual advantage. We

/can
CONFIDENTIAL
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can expect the Argentines to raise the sovereignty issue at an
early stage and we must khow readiness to listen to what they
have to say (though without ourselves taking a position on
Sovereignty options (Brief No A4)). But we should aim to
concentrate discussion as far as possible on the safer and more
productive issues of joint development of resources, and
economic and other co-operation (Briefs A to 17), seeking to
persuade them of the direct benefits to them of making progress

on these aspects (irrespective of the sovereignty question) and
-0f the indirect advantages of demonstrating to the Islanders

the potential for a positive Argentine contribution to their
future.

Cooperation issues

6. Against this background we should suggest that

the items in paras (a) - (f) below should first be discussed
seriatim with the limited objective of ensuring that each side

has a clear understanding of the other's position, while probing
for possible progress. If there seems to be little hope for
movement on any one issue, it will be better to leave it and to
pass on to others. We want as far as possible to leave doors open

at the end of this first exploratory round.

a) 0il (Brief No A8). It is still on balance
unlikely that there are significant deposits._
But the dispute inhibits the sort of commercial
investments required to find out. We might see
whether Argentines are interested in progress,
eg, in working towards some regime under which
exploration companies might be licensed jointly.

b) Fish (Brief No A9). There are fish but not of
the sort to interest the UK industry. But
licensing revenue is attractive to the Islanders.
We should again explore possibilities of co-
operation (separating the subject from the
sovereignty issue).

/c)
 CONFIDENTIAL



CONFIDENTIAL BRIEF NO 1
il

¢)  Antarctic (Briefs Nos A10/11/12). Examples
(eg, Fisheries Convention) of practical,
beneficial co-operation, despite our
differences. Important that we continue to
collaborate.

d) Southern Thule (Brief No Al13). We shall have
to raise this issue to protect our sovereignty

position and to meet Parliamentary interest.

But the Argentines are in the stronger position,
given continuing Islander refusal to take the
draft Scientific Co-operation Agreement further.

e) 1971 Communications Agreement (Brief No Al4).
It is an example of how we and the Argentines

can co-operate to our mutual benefit and to the
Islanders' advantage. We should try to detect
whether there is any Argentine reluctance to
continue to provide services: if so, we should keep
the card of Chilean commercial interest in mind
(Brief No A20).

f) 1974 YPF Agreement (Brief No Al15). The Argentines
have got themselves into a bit of a problem over
fheir tender to build the jetty. We do not wish
to embarrass them but we should enquire about

their intentions. Neither of these matters (e)
and (f) are of significance but we will want to
have at least touched on them.

Falkland Islands Internal

i We shall probe possibility of Argentine input into
economic development of the Islands. The chances are not high

and previous suggestions from Argentines (eg, banking) have met
with intense Islander suspicion, especially of a backdoor economic
tekeover. We have not responded to earlier Argentine interest in a
takeover of FICo, unless as part of an overall settlement. (Briefg”
Nos A18 to 20 and D44). 3

Bilateral Relations -

8. On UK/Argentine Bilateral issues (Briefs Nos B21-26), we would only
wish to raise human rights (Bp1) and consular cases (R22), SIS

CONFIDENTIAL
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(B22); they might be best covered informally outside the

working session. If the Argentines wish to discuss any other
specific issues we might suggest that they are dealt with on

the final day of the talks. It might help us presentationally
after the talks to be able to say we have touched on other

issues (trade B23; defence cooperation B24; East West Relations
B25). It might be of interest to ask about progress on the
Beagle dispute (B26), when we could underline our non-involvement.

_Islénder‘participation

9. There is a separate steering brief and speaking note
(Brief No C31) for dealing with Mr Monk. Our objective is to
assure him of HMG's continued support, but at the same time to
expose him to the realities of the situation. But his presence
will raise some delicate problems which will need careful

handling to avoid embarrassment.

Publicity

0 The Argentines may press for a Jjoint report to the UN
or a communiqué (Brief No 3). If so, we would seek to keep these

short and in line with our view of the discussions (para 3 above).

Future Arrangements

i, The question will arise of how exchanges should be
continued in the future. We cannot commit ourselves to formal
negotiations until Ministers have again considered policy options
in the light of the exploratory round. But we want to keep the
channels open. We could propose that the next Ministerial

exchange might be at Foreign Minister level at the UNGA this autumn;
and that we should meanwhile take stock of the present discussions
and consider the scope for further interim work at official

level on specific issues.

CONFIDENTIAL
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ANNEX

TEXT OF UKMIS NEW YORK TEL NO 1132 OF 26 SEPTEMBER:; FALKLAND ISLANDS

1. The Argentine Foreign Minister called on you here this
morning. He brought with him farlos Ortiz de Rosas whom he
inEroguced as his nominee for the post of Ambassador in London.
2. Brigadier Carlos Washington Pastor referred with satisfaction
to the recent visits of Mr Ridley and of Argentinian offjcials

to London. He mentioned his own memories of Britain and of
British aircraft which he\had flown. He described the expansion
of the Argegtiée economy and said that this opened many
possibilities for British industry, which had enjoyed a high
reputation in Argentina since the British initiative on the

railway in 1854.

3. Turning to what he described throughout as the Malvinas

I1slands, Brigadier Pastor said that there were two basic Tacts to

be remembered. First, the Islands were a long way down in British
priorities but at the top of the lList for Argentina. Second,

the British view that the wishes of the Islanders must be considered
was not shared by Argentiﬁa, which did however acknowledge that
these must be taken into account. The task was to find a formula
for a government to government solution having regard to this.
Argentina approached this task with the best possible intentions

and was sure there would now be progress, starting at once.

4L, Brigadier Pastor proposed what he called a programme of work at

three levels:

a) our respective Foreign Ministries should keep in touch
through Ambassadors: this contact'should be at least
weekly It followed that Ambassadors should be

nominated as soon as possible.

o)
CONFIDENTIAL
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b) Mr Ridley and his Argentinian opposite number should
meet twice a year very informally with an open agenda,
sWwitching to official meetings when there was something

agreed to be formalised.

A TiE) The two Foreign Ministers should meet once a year at the
UN General Assembly, but also perhaps elsewhere: he

invited you to visit Argentina at any time.

5. You said it was sad for Britain that there was disagreement
with a coun}r} with which Britain enjoyed a long tradition of
friendship." The Minister had pin-pointed the difficulty for
Bratain, B VAs with. the similar case of Gibraltar, British opinion
would not countenance any solutfon which ignored the inhabitants
of the territories concerned. The problem was thus ga T fieult;
but you hoped it was not insoluble provided that each understood
the other's position. You had to confess that the overriding
problems of European Community affairs and Southern Africa had
made it difficult for you to think deeply about the Falkland
Islands. You had no solution at present. But you were
considering the matter. You agreed that the two Ambassadors,
once appointed, should be invited to deploy their imagination and
experience on the problem. )
6. I asked how Argentina planned to handle this matter at the
General Assembly. Brigadier Pastor said that he would refer

to it in his speech, but in a friendly manner. He did not plan
any action going beyond this, e.g. 9n the Fourth Committee.

I explained that 4 I ‘uere obliged at any stage to exercise my

right of reply, it would be for technical reasons.

7. Brigadier Pastor asked what we and you should say to the press
about the meeting. A form of words was agreed and telexed to

News Department. This was to the effect that the Falkland Islandsy
Malvinas had been among the questions discussed, and that the
intention of both sides was to proceed in the near future to the

appointment of Ambassadors.
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Points to Make

Clima:e of Relations ' . o)

i R W Sy
1. As said in my message, much improved bilateral relat el
(Ambassadors). Spirit of co-operation. Want to make progress
to resolve Falklands dispute. But recognise ‘that it e very

di Fficul & b ssue.

Approach to Talks

2. First talks by this Government: fresh look. New to subject.
Establish where each side stands: basis for further consideration
and future discussions.

Exploratory: wide-ranging: nothing excluded.

Without commitment: not negotiations.

But have to make clear that HMG has no doubts on legal position.

Want Argentine views on how progress can realistically be made.

Islander Presence

3. 1Islander participation és member of UK delegation for first
time. welcome.' Islanders are the people whose future we are
discussing. Right and proper consult them. Islanders' wishes
must be taken fully into account. Parliament qimsaiss =l R cla e

determination has governed UK decolonisation polticy sinte Ware

Future Co-operation

ik

4. Want viable future for Islands: 1Islanders should benefi
from our co-operation. Need to diversify Islanders' o

markets. Joint interest in economic developmen:

fisht  should togethefrbgﬁliﬁtf
May be oil: shoutﬂ‘fﬂn@‘

Handling of Talks

5. Suggest
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1. i o | s I o “,:"i e ‘7,1
No need to repgrt:guggg
UN Secretary-General. -
_l/~$ "
2. (If Argentines press) No ebjeetiQm tﬁ

factual notes to Secretary-General (statmay n@t New ?wrkgl
28 - 30 April) to be sent by our respective Missions.

S - A joint communique after the talks would be in order.

It could aiso be sent to UN Secretary-General.
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BRIEF NO. 3

Essential Facts

: At Ministerial talks conducted with the previous
Government, the Argentines invariably suggested that both
Governments report on the talks to the UN Secretary-General,

in the context of the General Assembly's resolution in

December 1976. We did not dissent and brief separate reports

were duly sent in parallel. It has also been the practice to issue

a short communique after previous rounds of talks.

2o There is no commitment to submit reports to the UN. The
Argentines encourage it because of the overwhelming majority in
their favour at the UN on the Falklands issue. If the talks resulte
in substantial progress it would be in our interest to demonstrate
to the UN the advantages of negotiation. If, as is more lLikely,
there are no concrete results, there are no advantages folr Wis.
However, provided that the talks end in a reasonably positive
climate and that there are no difficulties in agreeing the wording

of a joint communique, we need not dissent.

S The draft of a short communique is attached.

N
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DRAFT JOINT COMMUNIQUE

Following separate announcements in London and Buenos Aires
on 15 April by the Argentine and UK Governments, an Anglo-Argentine
Ministerial meeting was held in New York from 28 - 30 April 1980

to discuss the Falkland Islands question.

The British and Argentine delegations were led respectively
by Mr Nicholas Ridley, Minister of State at the Foreign and

Commonwealth Office, and Comodoro Cavandoli, Deputy Foreign Minister

The discussions were wide-ranging and conducted in a

positive spirit. A full exchange of views took place.

The two Governments intend to meet again to continue

these exchanges.
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UNISED NATIONS Distr

GENERAL RN gy
A/RES/31/49
ASSEMBLY

17 December 1976

Thirty-first session
Agenda item 25
ARESOLUTION ADOPTED BY THE GENERAL ASSEMBLY
Z;h the report of the Fourth Committee (A/3l/362l7

31/49. Question of the Falkland Islands (Malvinas)

The General Assembly,

Having considered the question of the Falkland Islands (Malvinas),

Recalling its resolutions 1514 (XV) of 1k December 1960, 2065 (XX) of
16 December 1965 and 3160 (XXVIII) of 14 December 1973,

Bearing in mind the paragraphs related to this question contained in the
Political Declaration adopted by the Conference of Ministers for Foreign Affairs
of Non-Aligned Countries, held at Lima from 25 to 30 August 1975, 1/ and in the
Political Declaration adopted by the Fifth Conference of Heads of State or
Government of Non-Aligned Countries, held at Colombo from 16 to 19 August 1976, 2/

Having regard to the chapter of the report of the Special Committee on the
Situation with regard to the Implementation of the Declaration on the Granting of
Independence to Colonial Countries and Peoples relating to the Falkland Islands
(Malvinas) 3/ and, in particular, the conclusions and recommendations of the
Special Committee concerning the Territory; 4/

i Approves the chapter of the report of the Special Committee on the
Situation with regard to the Implementation of the Declaration on the Granting of

1/ A/10217 and Corr.l, annex, para. 87.

2/ A/31/197, annex I, para. 119.

3/ A/31/23/hdd.9 (Part III), chap. XXX.

4/ Ibid., para. 8. : =

76-28483 : ’ et
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A/RES/31/k9
Page 2

e | ¥

Independence to Colonial Countries and Peoples relating to the Falkland Islands

(Malvinas) and, in particular, the conclusions and recommendations of the Special
Committee concerning the Territory;

e

Expresses its gratitude for the continuous efforts made by the Government
of Argentina, in accordance with the relevant decisions of the General Assembly,

to facilitate the process of decolonization and to promote the well-being of the
populatlon of the -islands;

3. Reouest< the Governments of Argentina and the United Kingdom of Great
Britain and Northern Ireland to expedlte the negotiations concerning the dispute

over sovereignty as requested 1n General Assembly resolutions 2065 (XX) and
3160 (XXVIII); »

s ol
o Siaes s R

L. Calls"ﬁﬁéﬁ the twe parties’to refrain from taking decisions that would
imply introducing unilateral mcdifications in the situation while the islands are
going through the process recommended in the above-mentioned resolutions;

i Requeste both Governments to report to the Secretary-General and to the
General Assembly as soon as possible on the results of the negotiations.

]

e 4t : 85th plenary meeting
& e ; 1 December 1976
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Thirty-third session

IMPLEMENTATION OF THE DECLARATION ON THE GRANTING OF
INDEPENDENCE TO COLONIAL COUNTRIES AND PEOPLES

Letter dated 30 January 1978 from the Permanent Revresentative
of the United Kingdom of Great Britain and Northern Ireland to
the United lations addressed to the Secretary-General

/

I have the honour to address Your Excellency with reference to the question of
! the Falkland Islands. ’

s hdig Sass B b s

H In this regard, and bearing in mind paragraph 5 of General Assembly resolution
i 31/L9 of 1 December 1976, I have the pleasure to inform Your Excellency that, on

5 the basis of the agreement expressed in the Jjoint cormuniqué annexed to the note

| dated 8 June 1977 addressed to Your Excellency (A/32/11), representatives of the

& Governments of the United Kingdem of Great Britain and Northern Ireland and the

! Republic of Argentina met in New York from 13 to 15 December to continue the

| negotiations on the Falkland Islands.  Both parties decided on the creation of tvo
jworking groups vwhich will meet shortly; one on political relations, including

ol

. sovereignty, and the other on economic co-operation. They also agreed to meet

| again during the second quarter of 1978. :

A

i

|- The text of the joint communiqué issued on 15 December 1977 when the meeting
was concluded is attached. . Ce

i ®

I request Your Excellency to arrange for this letter and its annex to be .
circulated as a document of the General Assembly and brought to the attention of
the Special Committee on Decolonization. :

(Signed) Ivor RICHARD

78-02188 . & TR ' Fons
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Thirty-third session

IMPLEMENTATION OF THE DECLARATION ON THE GRANTING OF
INDEPENDENCE TO COLONIAL COUNTRIES AND PEOPLES

Letter dated 30 January 1978 from the Permanent

Representative of Argentina to the United Nations

addressed to the Secretary-General

f

I have the honour to address Your Excellency with reference to the question of

the Malvinas.

’

In this regard, and beering in mind paragraph 5 of General Assembly
resolution 31/L9 of 1 December 1976, I have the pleasure to inform Your Excellency
that, on the basis of the agreement expressed in the joint communiqué annexed to
the note dated 8 June 1977 addressed to Your Excellency (A/32/110), representatives
of the Governments of Argentina and the United Kingdom met in New York from

13 to 15 December 1977 to continue the negotiations on the Malvinas.

They decided

to create two working groups which will meet shortly, one on political relations,

including
to hold a

The text of the joint communiqué issued on

was concluded is attached.

I request Your Excellency

iizgreignty, and the other on economic co-operation.
d45e8 round of negotiations during the second quarter of 1978.

o N

They also decided

15 December 1977 when the meeting

to arrange for this letter and its annex to be
circulated as a document of the General Assembly and brought to the attention of
the Special Committee on Decolonization.

(Signed) Enrique J. ROS
Ambassador
Permanent Representative

At OO D’Q?//
Red an. = AT i
-3FESTS
78-02175 - xR W il
s a— ‘1-.‘::‘ - 'I : ! A
A (630 e 1 el
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ANNEX

Joint communiqué

- 5 ~

_ In accordance with the agreement reached in Rome in July, an Anglo/Argentine
Ministerial ileeting was held in New York from 13 to 15 December 1977 to continue
negotiations on future political relations, including sovereignty, with regard to
the ifalvinas, South Georgia and the South Sandwich Islands and Anglo/Argentine

economic co-operation with regard to the said territories in particular and the
South Vlest Atlantic in general. :

The delegations were led respectively by Ceptain Gualter Oscar Allara,
Under-Secretary for Foreign Reletions of the Argentine Republic, and by
Mr. Ted Rowlands, Minister of State at the Foreign and Commonwealth Office. 1In
accordance with the terms of reference for the negotiations announced in the
statement of 26 April 1977, the two sides conducted a full exchange of views on how
to make progress on the two themes. The discussions between the two delegations
were conducted in a positive spirit.

The two sides recognized that there was a wide range of issues involved which
would require detailed study. They accordingly agreed fto establish at official
level two parallel working groups on political relations, including sovereignty,
and on economic co-operation, to pursue these studies in depth and to report back
i to the heads of delegations. The venue, composition and timing of the meetings of
the working groups will be settled through diplomatic channels.

of the working groups. A further round of negotiations will be held within the

|
s The two Governments will keep under constant review the progress of the studies
'| second quarter of 1978. : i

N

T
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Thirty-fourth session

IMPLEMENTATION OF THE DECLARATION ON THE GRANTING OF
INDEPENDENCE TO COLONIAL COUNTRIES AND PEOPLES

Letter dated 19 January 1979 from the Permanent Representative
of the United Kingdom of Great Britain and Northern Ireland to
% the United Nations addressed to the Secretary-General

«
)

I have the honour to address Your Excellency in relation to the question of
the Falkland Islands.

In this connexion and bearing in mind paragraph 5 of General Assembly
resolution 31/L49 of 1 December 1976, I have the pleasure to inform Your Excellency
that representatives of the Governments of the United Kingdom of Great Britein
and Northern Ireland and of Argentina met at Geneva from 18 to 20 December 1978 and,
as stated in the joint communiqué annexed to the present note, decided to meet
again in early 1979.

I request Your Excellency to arrange for this letter and its annex to be
circulated as a document of the General Assembly under the item entitled
"Implementation of the Declaration on the Granting of Independence to Colonial
Countries and Peoples', and brought to the attention of the Special Committee

on Decolonization.

(Signed) Ivor RICHARD

T9-02235 " F i



e———
N —
3

"ON™ eD NATIONS iy 2

GENERAL GENERAL
ASSEMBLY g b

ORIGINAL: SPANISH

Thirty-fourth session
IMPLEMENTATION OF THE DECLARATION ON THE GRANTING OF INDEPENDENEE
TO COLONIAL COUNTRIES AND PEOPLES

Letter dated 19 January 1979 from the Permanent Representative of Argentina
to the United Nations addressed to the Secretary-General

£

I have the honour to address myself to you in connexion with the question of
the Malvinas Islands. »

In that connexion, and bearing in mind paragraph 5 of General Assembly
resolution 31/49 of 1 December 1976, I am pleased to inform you that representatives
of the Governments of Argentina and of the United Kingdom of Great Britain and
Northern Ireland met in Geneva from 18 to 20 December 1978 and, as reported in the
communiqué annexed to this note, decided to resume their meetings early in 1979.

I request you to arrange to have this letter and the annex thereto circulated
as an official document of the General Assembly in connexion with the agenda item
entitled "Implementation of the Declaration on the Granting of Independence to
Colonial Countries and Feoples" and to bring them to the attention of the Special
Committee on Decolonization. 5,

(Signed) Enrique J. ROS
e Ambassador
& ¢ .. Permanent Representative

79-02229 : e
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Joint communiqué dated 20 December 1978

.r

2 ¢

In accordance with the ennouncement made simultaneously by the Argentine and
Unite

: d Kingdom Governments on 15 December 1978, the delegations of the

two countries met in Geneva from 18 to 20 December 1978 in order to participate
-in the third round of negotiations on the Malvinas Islands, South Georgia and the
South Sandwich Islands in accordance with the terms of reference announced on

26 April 1977. The two delegations were headed respectively by Capitén de Navio
D. Gualter Allara, Under-Secretary for Foreign Affairs of the Argentine Republic,
and Mr. Ted Rowlands, Minister of State at the Foreign and Commonwealth Office.

2. The discussions between the two delegations were conducted in a positive
spirit and reviewed all the matters within the scope of the negotiations. The
delegations reached agreement in principle on the framework for a system of

co-operation for scientific research activities in South Georgia and the South
Sandwich Islands.

55 They agreed to continue consideration of the various questions under
consideration at a meeting to be held early in 1979. The date, place and level
of the next meeting will be determined through the diplomatic channel.

7Y
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e Ready to listen to Argenti

we can (see Essential Facts).
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e But this exploratory round is not the place t

any substantive discussion of sovereignty propééals."
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2. " ALl these have to be seen in the context of

paramountcy of islanders' wishes.
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BRIEF NO. A 4

Essential Facts

1. We have no wish to raise sovereignty options. But
Argentines will want to discuss sovereignty. This paper summarises
the range of possible scenarios for a political solution and comments

briefly on their feasibility.

Leaseback

2. Concession to the Argentines of sovereignty over the
Falkland Islands, the Dependencies and their Maritime Zones. Argentina
would simultaneously lease them back to HMG and agree on the
co-administration of the economic resources of the maritime zones and
seabed. A perpetual lease would be ideal (but the Argentines could
not agree to this). The term would have to be negotiated: we should
try for, say, 99 years but would inevitably have to settle for
scmething shorter. Comment: it would be a formidable task to
negotiate an agreement of this kind acceptable to Britain, Argentina
and the Islanders. It would require Argentine agreement to leave

the administration and way of lLife of the Islanders unchanged through-~
out the period of the lease. It would probably also require outside

guarantees.

S A further extension of a "leaseback" solution, involving

more far-reaching concessions to the Argentines, would be to grant

effective Argentine sovereignty over the Dependencies and their Maritim'

Zones, with leaseback operating only for the Falkland Islands and their
Maritime Zone. Comment: this might be of more interest to the
Argentines. But it could only be carried through against fierce

opposition from the Islanders and the LlLobby.

Mixed Approach

4. Differentiation between territory (in which the Argentines
are primarily interested) and people, which is the burden of our
concern. It would involve conceding sovereignty over .the uninhabiteq
Dependencies (e.g. South Sandwich Islands; but possibly not South

Georgia for Antarctic, fish reasons) and their Maritime Zones to

/Argentina
CONFIDENTIAL
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\ IH‘*"‘Qentina who would as a quid pro quo abandon her sovereignty claim

over the inhabited Falkland Islands. Comment: unacceptable to
Argentina because it would not involve the concession of sovereignty

over the Falkland Islands which they are seeking.

Joint Sovereignty or Condominium

Dia An example is the Anglo-French condominium of the New
Hebrides. Co-sovereignty would have to Lead eventually to
co-administration. It would be extremely complicated. (Comment: the
Islanders would find it unacceptable because it would involve
Argentine intervention in their way of Life. It would probably be
unacceptable to the Argentines in that it would involve their admitting

the UK to a share of sovereignty which they claim exclusively.

Joint Administration

6. Favoured by the Argentines. Short period of joint
administration, followed by phasing out of British presence and full

Argentine sovereignty. Comment: unacceptable to the Islanders.

Symbolic Gestures

y These would be designed to recognise the existence of a
special Argentine interest in the Islands without allowing Argentina
to exercise the more substantive attributes of sovereignty, which would
remain exclusively with Britain. An example could be the flying of
Argentine flags from certain public buildings. Although we would
request such a gesture to be covered by the sovereignty umbrella, it
would be difficult to *maintain that there was not at least some erosion
of our position on sovereignty. Comment: the Argentines would be
unlikely to be satisfied unlecs the gesture was clearly 'a Tirst "Step

to more substantial concessions on sovereignty. Symbolic gestures
would probably be of most use as part of a package of practical measure
designed to reduce the Falkland Islands' isolation from the Argentine

mainland.

Sovereignty "freeze"

8. This would require Argentine agreement to leave the
sovereignty dispute in abeyance for a given period, say 30 years, at

the end of which we would both review the sovereignty claim. Comment:

CONFIDENTIAL /nothing |
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nothing in this that would appeal to the Argentines, who want early

progress on the sovereignty front.

Other Models

9. Two existing examples of shared scvereignty are:

(a) Spitzbergen where Norway has sovereignty but other
powers have the right of "economic access".
(b) The Aaland Islands where Finland has scvereignty but

the Islanders enjoy certain special rights reflecting

their relationship with Sweden.

Neither would be acceptable to the Islanders, because they would

involve an Argentine presence and intervention in their way of Lafe:

Arbitration

10 - See Brief no. 6.

“"Fortress Falklands"

g i S We should firmly refuse to consider any concessions to the i
Argentines. They will either give way or mount direct or indirect

attacks on the Islands and their economy. We should then have to

defend them. Comment: The Argentines are not going to give up a
sovereignty claim they have maintained for decades. There would be
substantial economic and military costs in attempting to maintain such
a position in the Islands. We could expect no support internationally,
certainly not from Uruguay or Brazil, to whom we would have to Llook for
alternative transit facilities. We are in a minority of one in the
United Nations on this issue. The fortress concept would effectively
prevent all development in the Islands without the continued injection ||
of substantial capital and other aid; and it would also prevent any i
exploitation of the Maritime Zones generated by the Islands ard

Dependencies.
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1. We have no doubts al

2. The UK have exercised sovereignty co n s L) L
Islands for 147 years. Argentina's claim iyd@ﬁikﬂmi lega
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THE ARGENTINE CLAIM

1. Since Britain took possession in 1833, Argentina has
protested that she is entitled to sovereignty over the Islands.

Her claims are primarily based on the grounds that:

a) she has inherited Spains's previous titles to the
Islands (Spain in fact appears not to have formally
renounced her title or to have explicitly ceded it to

Argentina);

b) she effectively occupied the Islands from 1820 to 1833

when they reverted to a status of terra nullius (in 1829

an Argentine political and military governor was appointed);

¢) the Islands belong to Argentina by right of geographical
contiguity, since they are on the Argentine continental
shelf;

d) the Islands' present colonial status is-anachronistic;

e) the Islands' economy has been neglected and would benefit

from close association with Argentina.

2. Argentina also argues that the initial forceful occupation and
settlement of the Islands and the expulsion of Argentine nationals
in 1833 vitiates the whole period of British possession thereafter,

and cannot form a good basis for title.

The Dependencies

3. Argentina has from time to time put forward claims to the
Dependencies and continues to do so. These claims have at different
times been based on proximity to Argentina and alleged inheritance of
title from Spain. Argentina first claimed South Georgia in 1927 and
the South Sandwich Islands in 1948. Her Majesty's Government rejects

all these claims, as without legal or historic foundation.

CONFIDENTIAL
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Essential Facts

h The question of British sovereignty over the
Falkland Islands and their Dependencies has not been submitted to
the International Court of Justice (ICJ) or to any other
international arbitration. Since Argentina has not accepted the
compulsory jurisdiction of the ICJ, any reference to the Court
could only be made with the agreement of the Argentine Government.

e In 1947 and subsequently HMG offered to submit the
dispute over Argentine claims in the Dependencies to the ICJ. In
1955 HMG applied unilaterally to the Court against encroachments
on British sovereignty in the Dependencies by Argentina and Chile.
However, the matter could not be pursued since both Argentina and
Chile declined to submit to the Court's jurisdiction in the
matter.

i In 1966 the question arose as to whether in the course
of negotiations with the Argentines the UK should offer to refer
the dispute over the Falkland Islands to the ICJ. The Law Officers
were asked to advise whether the strength in law of the British
case for sovereignty over the Falkland Islands and Dependencies

was sufficient to justify such a reference. The Law Officers in
"an opinion dated 25 November 1966 expressed the view that the
strength in law of the British case was sufficient to justify

such a reference, although they could not exclude the possibility
that the ICJ might find against the UK: particularly over the

South Sandwich Islands.

4, The question was not, however, pursued further. This

was partly becausé reference to the Court would have had no- attraction
for Argentina, but more because the composition of the Court had by
then become less favourable for the UK on what is seen by many

other members of the UN as a colonial problem.

LY Legal Advisers do not dissent from the views expressed
by the Law Officers in 1966, nor do they consider the composition of
the ICJ as any more favourable to the UK position than in 1966, If
for political reasons it seemed advisable to offer international

/arbitration
CONFIDENTIAL



CONFIDENTIAL BRIEF NO A6

sand =%

arbitration (either the ICJ or an Ad hoc Arbitration Tribunal) to
the Argentines again as a method of resolving the dispute, the

Law Officers would need to be consulted before taking such a stepe.
They also advise that reference to an ad hoc arbitration tribunal
might be preferable to reference to the ICJ since the composition
of the former would have to be agreed between us and the Argentines.
But, given the Argentines' repudiation of the British award in

the Beagle Channel case (see Brief no 26), the Argentine

Government might think we were being offensive if we suggested
arbitration again as a means of solving the dispute.

'CONFIDENTIAL
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T. We do not necewu?ily?'%
which you agreed with the

2. What we discuss now is of course unds
any commitment by either side. We start with a c
Brief no 2). Our talks are to be wide-ranging shH‘ 8
No issue excluded. Not necessary at this stage to limit our
room for manoeuvre with formal Terms of Reference: the time for tkit
will come when we have each established what the other's position is
and have considered the scope for further more substantive

exchanges.
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BRIEF NO A7

Essential Facts

1:5°% Phe joint Terms of Reference (see Annex), under which the

previous Government held 4 rounds of talks with the Argentines,
were announced simultaneously in Buenos Aires and London in
April 1977. (The Argentines had wanted a fuller reference to
sovereignty and to have it accorded precedence over all other
elements in the negotiations; the UK insisted that sovereignty

was only one of a number of elements).

2. Ministers wish us to explore the ground at*this finst
exchange and to make no concessions on sovereignty. The
reference to sovereignty in 1977 Terms makes them inappropriate,

although otherwise they are unexceptionable.

3. 1In our exchanges with Argentines leading up to these
discussions, we have not made any reference to the 1977 Terms.
The Argentines may assume that we regard them as still valid.

It will be apparent from Mr Ridley's opening statement (Brief No 2)
that. this sis inotDso -

4. Part of the purpose of the New York talks is to establish the
outlines of what the future terms governing further exchanges
might comprise. If we are eventually to get the Argentines to
agree to them there will presumably need to be a reference to

sovereignty; but we shall have to go back to Ministers here first.

CONFIDENTIAL
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ANNEX

FALKLAND ISLANDS: TERMS OF REFERENCE FOR NEGOTTATIONS (WRITTEN PARLIAMENTARY
ANSWER BY THE SECRETARY OF STATE, 26 APRIL 1977)
The British and Argentine Governments have now reached

agreement on the Terms of Reference for negotiations about the
Falkland Islands dispute, as follows:

The Governments of the Argentine Republic and the
\ United Kingdom of Great Britain and Northern Ireland
have agreed to hold negotiations from June or July 1977
which will concern the future political relations,
including sovereigmty, with regard to the Falkland
Islands, South Georgia and South Sandwich Islands,and

. economic co-operation with regard to the said {
territories, in particular, and the South Vest Atlantic, g
in general. In these negotiations the issues affecting
the future of the Islands will be discussed, and
negotiations will be directed to the working out of ‘a:
peaceful solution to the existing dispute on sovereignty
between the two states,and the establishment of a frame-

work for Anglo-Argentine economic co-operation which
will contribute substantially to -the development of

the Islands, and the region as a whole.

A major obJective of the negotlatlons will be to
achieve a stable, prosperous and politically durable
future for the Islands, whose people the Government of
the United Kingdom will consult during the course of the

-

negotiations. N A
The agreement to hold these negotiations, and the negotiatic

themselves, are. without prejudice to the position of
either Government with regard to sovereignty over the

Islands.
The level at which the negotiations will be conducted, .

and the times and places at which they will be held, will
be determined by agreement between the two Goverrinments.
If necessary, special Working Groups will be established.



FALKLAND ISLANDS:

OIL

Points to Make

2 1 . : . . ..’.‘ o e
a - None of us knows whether there is any nil'ﬁmhiiﬂ Llanc

o

waters. Only drilling can establish that. Unless we FSB&IVéﬁﬁﬁéti*j‘
dispute in this area, reputable oijl companies will be unwilling to
- put their capital and equipment at risk. This benefits no-one.

2. We both need to:

(&) 5dentify potential resources;
(ii) consider how best to explore and quantify them;
(iii) consider how best to develop proven resources to

benefit all of us, especially the Islanders.

il o Consider setting up an expert Working Group to discuss

the details of a possible regime of Anglo-Argentine cooperation on

the development of possible hydrocarbon deposits. This would be an
exercise in cooperation for our mutual benefit: there are no
implications for sovereignty. No need to go into detail now, but UK
has a great deal of experience in deep-water oil exploration and would
be happy to make this>expertise available.

4, (If asked what experts should discuss) Experts would need
to agree as a first step:

(i) how to split up the area into bloéka; 
(ii) the basis on which requests from oil
carry out more detailed su '

might be entertained f‘mid
activities might be

(iii) the terms c wh




If the existence of oil is prove
should have to deal with. A:s@iff

5% (If the Argentines do not agree f
Working Groups) We have noted that YPF has stm‘téﬂrw, offer ‘
for exploration close to the putative median line between the ?§§\

Islands and tne Argentine Continental Shelves. Grateful for yaur-v
assurance that you will not be offering blocks over the median Lline.

-—r
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BRIEF NO. A 8

Essential Facts

Continental Shelf

i3 The geomorphological structure of the South West Atlantic
area allows both Argentina and the UK in respect of the Falkland
Islands and Dependencies to claim large areas of continental shelf.
By virtue of its claim to the Islands, Argentina claims to exercise

rights over their continental shelf.

L At UNLOSC, both Argentina and the UK are members of the
"Wide Margin Group" which has succeeded in establishing that a coastal
state may exercise rights over continental shelf resources up to

350 miles from territorial sea baselines or up to 100 miles beyond the

2500 metre isobath, whichever distance is the greater.

3s Under the Falkland Islands Mining (Mineral 0il) Regulation
1964, the Governor has powers to issue exploration and exploitation
licences out to the 100 fathom (approx. 200 metre) line; beyond that

point HMG is the licensing authority.

Surveys
4 There have been two seismic surveys of the Falkland Islands
continental shelf. We invited the Argentines to agree to authorise the

surveys jointly but they refused; the surveys were thus authorised
separately by HMG and the Argentine Government and were carried out in

1978. Data from each were given to both Governments.

5. BNOC evaluated one survey. A summary of their report is
attached. The main conclusion is that three areas might in normal
circumstances warrant further exploration: in particular, the South
Malvinas Basin (west of the Islands, half-way between them and
Argentina) looks promising. But there is no way of confirming the
presence or extent of oil deposits without drilling. Reputable

companies keep a watching brief but are unwilling to touch disputed

‘waters. Several small companies have applied to us for permission

CONFIDENTIAL /tiol dipiitl
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to drill and we have turned them down to avoid exacerbating the

dispute. But the Argentines have been offering blocks for exploration
in their waters closer and closer to the putative median line. If |
oil were found in the South Malvinas Basin, Argentine cooperation would
in any case be necessary to extract it: half of the formation lies in

undisputed Argentine waters. .

6. The surveys were principally of the area outside the

100 fathom line around the Islands. The Dependencies were not covered
(the seas around them are in any case too deep for present day oil
exploration technology). There is ne indication that there may be

hydrocarbons on the Islands themselves.

7 Individuals and companies in the UK ccentinue to show
intermittent interest in conducting further surveys of the area.

Dr Colin Phipps, the former MP, has plans to conduct an aerial
magnetic survey and we have recently received a proposal from the
obscure Carroll Group of Companies, seeking exclusive rights to the
area. In principle, we do not object to further surveys (although we !
doubt whether they are worthwhile) but we do not grant exclusive
rights and we are not prepared to authorise exploratory drilling.

If any of these proposals came to anything we should remind those
involved of the wisdom of mentioning their plans to the Argentines,
without suggesting that we consider the Argentines to be in a position

either to grant or to withhold permission.

Previous Talks

8. There has been Llittle discussion of oil at previous talks,
partly because we have preferred to concentrate on fisheries (see
separate brief) and partly because the Argentines have refused to hold

substantive discussions in advance of concessions on sovereignty.

At the expert Working Group on economic matters held in Lima in
February 1978, the Department of Energy made an extensive presentaéion
of the practical problems which would need to be addressed before any
cooperation regime could be worked out. The Argentines submitted ét
the same meeting a working paper on resources in general, a section

of which dealt with oil. But there was Llittle discussion of either

side's ideas. The Argentines have also suggested in earljer rounds

CONFIDENTIAL /the establishment
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the establishment of a joint (Argentine/UK/Islander) holding company
to hold blocks in the area and develop them through subsidiaries. But
they stressed that this could only be done after they had been assured
of sovereignty. The Department of Energy attach importance to OMF
retaining, if at all possible, access for the UK to any oil or gas

which might be found in Falkland Islands waters.

UK Practice

.2 e Attached as annexes are papers on:
()" UK “icensfinmg” practiices?

CV4)-% ta%athon:

(ii1). national interest and control.
These are relatively detailed. It would be best to refer discussion
on these points to expert level Working Groups. They are in any case
only illustrations of UK practice. Whether they ccnstitute an
appropriate basis for an eventual Falkland Islands regime or whether

other regimes would be more appropriate would need to be considered.

PP R L N .
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FATKTANDS BEISMIC SUHVEYS SUMHARY OF FINDINGS BY'BNOC'S

CHIEF GEOIOGIST & -o. .. st ire . deicisiietales diitm Sttt S s
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Because of the nature of the survey it hée not been possible
to identify particular. targets for drilling. Instead the -
report has sought to locate regions of theAFalklands Shelf

where the sedimentary succession (layers) is llkely to be

thick enough for hydrocarbons to be generated and where the
structural style mlght be condu01ve ‘cOo entrapment. :
PTospectiveness'however cannot Be viewed in isolation from
water depth and there are 1arge parts of the surveyed area

~which although technically favourable are beyond the depth

llmlts of what could be exp101ted at the present day.

s S Sl

Considering both geological'EDH operational feetbrs the .3
area which is most attractive .is the Bouth Malvinas Basin. -
Over all but the south east of the basin water depths

are less than 300 m and it .is close to and continuous with -
the oil producing Magellanes Basin of Tierra del Fuego.
Some of this seeningly prospective basin would lie on the
Falkland Islands side of a median line with the mainland

of South America although an interesting basement ridge
would not do so. (ie the Basin straddles a putative

median line).

The Burdwood Trough is by definition deep water but it
should rate as second in prospectiveness to the South
Malvinas Basin. Sands can be expected in the several
kilometers thickness of Tertiary rocks shed from the
Burdwood Bank to the south, and deeper Cretaceous prospects
would be similar to the South Malvinas Basin.

/Mater
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Water depth over the :East';Falkland Basm, the sub—’basms of

“
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the East Fa]kland Platform and the ‘North J‘lalv:.nas Basin are
too great for consideration at the present state of technology.
"_But as technology advances “the ~151:1'b—'bas:.ns of the :East Falkland 3

“Plati‘orm w111 warrant more detailed selsmlc coverag’e. &t

Sy % .Burdwood _Bank has been a d:.sa_ppomtment Water depths there
: _»'— ~are less than 200 m_and the -area is iherefore easily within

' :present capab::lltles ‘but the evadence suggests that it is a ~

. basement upll:t‘t w:Lth 'no sed:unentary cover and therefore no

" prospects. It should not be dlsnu.ssed entlrel'y however -until

a shallow hole has been drllled to coni‘lrm th_ls :mi‘ormatlon.

o ? 5 - -,.,.A ._u._nu ,.Tv‘"_g = : S
g - '-'l,u-—ur' s = B

If it were dec1ded that the prospects oi‘ the reglon ,justli‘led
A more detal‘&d exammatlon (and technlcally they ‘do) then a
i ‘557"""‘.‘ ‘seismic survey over ‘the South Malv:Lnas Basin and “.Burdwood
:Drough should e shot, = Qe AT | |

_All oi‘ thls refers to areas we11 outside the 100 fathom line.
N Apart “from 2 lines 'shot by GSI none of the seismic surveys
that we know of intrude other than marglnally within this

IR |G T T T IR
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area. The nature of the geology of the Islands themselves (being

comprised largely of granite rocks) however suggests that It
is unlikely in the extreme that oil or gas will be found

in or close to them. All of the real prospects lie well
outsa.de the 100 fathom line.
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WORKING PAPER

‘LIMA, 15 FEBRUARY 1978

g There exists a wide range of fields in which Argentina is
willing to analyse an action leading towards an accelerated
economic development of the Islands and the bettering of the
social and cultural situation of its inhabitants.

The fields where this action could be developed need an
integrated economic approach to the insular and neighbouring
territories. '

24 As has already been pointed out, there exists an indivisible
inter-relationship between the negotiations towards the :
recognition by Great Britain of Argentine sovereignty over the-
Islands, and the action which may be effected in favour of
economic and socio-cultural development, an inter-relationship
that subordinates the consolidation of the latter to the

advances which may be achieved in the former, a circumstance
accepted by the British delegation.

Ey Starting from the basis that substantial advances will be
achieved in the negotiations over the problem of LAresentine
sovereignty, the Argentine Government would be willing to identifs
‘the sectors in which action in fevour of development might

produce an impact of consequence in the economic and socio-
cultural areas. ; 1

4, The first steps to be taken in this sense, would be to
evaluate the present resources, and to identify and quantify
the potentials, to be able later to plan an exploitation
rational and profitable to all parties involved. -

5e If we reach an agreement on this, we could start work in the
following areas: ]

5.1 Development of the agricultural exploitation of the
Islands, through the incorporation of technology,
equipment, capital and finance.

5.2 Development of the industries for the processing of
products originating in the Islands and neighbouring
areas, such as fish products, sheep ‘meats, wool,
seaweeds etc.

£5:3
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It is estimated that this sector could offer
optimum possibilities for action tending towards
economic development of the Islands and the
gaining of revenue for the involved parties.

For this a start ought to be made with the study
of existing information stemming from British,
Argentine, German, Japanese and Polish
investigations made in the area, in order to
extract from them precise orientations and then
to plan the field actions to be effected, with
the object of guantifying the resource and its
capacity from the commercial point of view, and
of establishing the rules of exploitation. With

- regard to this last point, it must be considered

o 0 T4

5.3.3

that, being a renewable natural resource, extraction
must be focused rationally with a view to
perpetuation of stocks at a commercial capacity.

In the zone there are known to be various species

of fish which are well-accepted in the international
market, but it is not kmown if their concentration
would allow profitable exploitation. Also, in

the neighbeourhood of the Islands resources are

to be found that clearly justify their study with
the expressed aims (such as seaweeds, molluscs,
crustaceans, pinnipedia and fish) and in addition
the capacity for marine farming processes.

As far as studies on krill are concernéd, these
are currently processed on detection by the use of

. sonar with different wavelengths and also on

5¢3.4

appropriate fishing techniques. It -is estimated
that if the availability of catches of this
species is similar to all present world catches,
extraction cannot be conventional using nets,

but by a new technology which would permit the
capture of great gquantities with the minimum
lapse of time before processing, since the delays
required using traditional techniques lead to
processes of oxidation which deteriorate the
product and even render it useless.

On the purely industrial and commercial front,
it is estimated’-that lines of credit would be
available for the construction of a fishing
fleet adequate for operations in the zone, for

/necessary
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necessary port facilities in the Islands and the
establishment of the aprropriate industrial
infrastructure for storage and processing the

catch on land, which could be complementary to

that done on board the fishin~ vessels, so as to
obtain products of the hirhest guality. A4lso,
merketing in external markets would receive some
promotional treatment which could be achieved threouch
the peyment of export premiums, which would permit
more competitive prices and more profitable operations.

With reference to the foregoing, a working committee
could be set up with the tesk, of studying the

existing information and t:en establishing the

programnes and: projects which would permit the compl:rmen-
tation of the knowledge already availeble in order

to achieve the desired ends, that is, rational,

efficient and profitable exploitation together with

the conservation of the resource.

5.4. HYDROCAREONS

Sty

5.4.2.

5'['"3-

Among the present -or potential natural resources of
the zone, hydrocarbons constitute a resource

which deserves to be particularly borne in mind

for its econonic implications,

It may be said without fear of contradiction that

in the area under analysis only very general geological
and geophysical studies hzve bteen carried out, which

in no way permit an evalustion, even approximate, -

of the possible petroleum resources.

The lack of com:ilete information with acdecuate
scientific backing, at times replaced by .press PeROrEes
which in referring to the enormous magnitude of

the probable resources of the zone excite popular
imarination, is without doubt not beneficial to the
negotiations. Therefore it is consideread that one

of the first tasks is to carry out a realistic ang
scientific evaluation of the possible resources.

/5.4.4,
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To achieve the above aim it is necessary only to
follow the classic procedure of an investigation
for hydrocarbons. which may easily be carried out,
civen the possibility of having the assistance of
e necessary specialists, who would be able to
reach conelusions with sufficient scientific
sutstantiation.

As far as the subject of the geolory of the
Islands themselves is concerned, it cannot be
denied that there exist only general studies,
completed at 3 time when the need to obtain
hydrocarbons was not acute, This situation has
been very well described by Collin Phipps.

The sedirments of the Islands, predominantly
Palaeozoic, are of marine origin and of the

san€ age as productive sections of Northern
Argentine and also of the sanme age as the Xarru
basin in South Africa, which is being extensively
investigated. ;

It should be emphasised that Argentina has
geoloamists, palaeontologists, geochemists and
ceophysicists as well as other earth sciences
specialists and also can count on the logistic
surport and instrumentation necessary to carry

‘out an exhaustive investigation.

¥ith respect to off-shore exploration, the data
which Western Geophysical ané the Geophysical
Survey 1 will supprly will undgouttedly permit

for the Tirst time, & realistic assessnment of

the possibilities for the existence of hydrocarbecns
in the zone.

an adecuate interpretztion of the said information,
independent of the appreciations vwhieh might be
obtzined from private compenies, woulé Tive e
clear view of what these possitilities are,

where they arc found and what ec¢citional studies

would hove to be made. All of tThis firms the essential
basis for subsecguent concideration of courses of action

to be adopted in the exploitation of the resources.

S EIDENNTIAL
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5.4.9. Ve are surs that all thst has been expressed could
be very ezcy to carry out ané ve are further
convinced that the benefits which could result
will amply exceed the investments which may be
recuired.

Z+5. Installaticn of a tranch of the Banco La Hacién Argentina
with a portfclio sufficient for the grant of promotional
loans.

™

. There egre without doubt various slternztives as to the Jjuricical
framevork within which tuese actions could be carrieé out, which
right permit the intervention of the uzrties involved and at the

szme time the acvantares of a rromotional treatment on the part

~

of Arrentina.
7. +4s & first epproad we are thin¥ing of the creation in Arrentinz
¢l 2 Juridical rerson in private law with a copital divided into
sherss which wotld. be distribnted between Arcentinay. the Ucited
Fingdorm snd the Islanders.
".1 This society ought to hzve thke opportunity to purchase

a part of the sherenoldins in the Falkland Islands

Compary, "in'order To''be ‘able’ to ‘carry ‘out the aetibn

ENGUc L te0 ol 5l
e ) ] ] e

- The 'societyroursht''also’' To heve b
exports of the Isle.d's products
SOrt O

special premium for these extorts, to —e r2id by the
Arcentine Governmenz. Thus, more competitie prices
coulé be achieved ané@d exports could be more profitable.

8. Without prejudice to the impact on socio-cultural affairs which
vould te produced byeconnmic development, other initiatives could bpe
studied, such as the imp ‘ovement of medical services throurh the
establicshment of professionally gqualified Argentines snd throuch the
installation of a labora ory for chemicel studies or investigation
of rerional pathology including ®oonosis. Similarly, through
establisament of a school of arts and crafts etec.

9. It is not the intention of the Arcentine Government to encourace
any cheanee in the life-style of th2 present population of the Islandgs.
Within the territory of the Republic of Arcentina there have been for
many years num_srous forcign colonies, amoncz them the Eaelish, manv ;f
which have conssrved their traditionel customs. What it is wished

to encourage iz the econcmic devel»inment of tlie Islands, by means of z
rational, efficient expleoitation of their resources to the benefit

of the partiee involved, which witiout doubt will have positive reper-
cussions in increasing tiie income >f the Islanders and in the improve-
ment of their socio-cultiral condition.

P s R I PTIPNTITLI*™!I A



CONFIDENTIAL

ﬂQ | BRIEF NO. A 8

ANNEX C
LICENSING
The Structure of Licensing
1. Different countries have approached the question of the

structure of licensing differently in their individual Llicensing
regimes. There seems to be a whole spectrum from the "Risk Contract"
under which a single licence gives exclusive rights to explore any
territory and develop any discoveries which may be made to a sy;tem
(which we believe holds good in France) where a licensee can only
apply for exclusive title to develop a discovery once he has made it.
The UK practice is to give non-exclusive licences for exploration,
which allow a licensee to conduct seismic exploration and, subject to
consent by the Secretary of State for Energy, to drill, in a
designated area of the UK continental shelf which is not already
covered by an exclusive production licence. Production licences, on
the other hand, may only be applied for in response to a public
invitation and, being exclusive, give the licensee the sole right to
search for and produce oil or gas from the licensed area. A compary
may seek a production licence at any stage, but, in practice, companit
do not undertake exploration drilling in the absence of the assurance
given by a Production Licence, ;hat they will have exclusive right to
develop any discoveries which they make. The choice'of position alon
this spectrum must depend on the attractions of the area on offer, th
objectives of the Government which is offering the licence, and in
particular, on how fast it wishes to have the area explored and how

anxious it is to attract prospective licensees.

Choice of Licensees

7 The fundamental question is whether the Government should
have discretion in the choice of licensees or whether that discretion
should be subject to some constraints, e.g. by a system of auction an
accepting the highest bid. The UK has usually preferred to leave the
responsible Minister discretion in choosing the licensees from among
applicants; this discretion, however, is always exercised within

published criteria (see below). In our view there are important

/advantages
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advantages in preserving this discretion:

(i) it is a condition of a Production Licerce that the
licensee should carry out a minimum work programme
to be agreed with the Secretary of State for Energy.
It is easier for the Government to insist on a
specific work programme if the licensee has not
incurred heavy expenditure in acquiring his licence;

(ii) assuming that no company has unlimited funds for
exploration drilling in the UK, we would rather that
they spent money on actual drilling rather than on
buying licences;

(iii) while initial payments for licences coulcd produce
useful minor sums, the monies obtained would bear
no relation to the profits to be made from a

successful discovery.

It can therefore be seen that the UK Government objective in
adopting this approach is based on the desire tc encourage rapid

and thorough exploration.

o It is the UK practice to allow any company to apply for a
Production Licence (but whether it will receive one will depend on
the extent to which it satisfies the published criteria) rather
than to restrict applications to any class of companies. 1In
particular no restrictions are placed on the Hationality of
licensees, although foreign companies usually operate through a
UK-registered subsidiary, which gives us a guarantee of compliance
with UK legislation (especially tax and exchange control) and the

conditions of the Llicence.

4. Under the Fifth and Sixth Round of Licensing, the British
National 0il Corporation is a 51% partner in all licences awarded

under the Rounds and contributes its share of expenditure.

o In the UK continental shelf the right to explore and exploit
the seabed and subsoil is vested in the Crown. What a Production

Licence confers is the exclusive right to search for and to prcduce

/the oil,
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the oil, which, at the wellhead becomes the property of the
licensee. Thereafter, the licensee is entitled to dispose of the
oil as he wishes, subject only to a requirement that it must be
brought ashore in the UK unless formal ccnsent is given to its

delivery elsewhere and to informal guidance on the proportion of ~

oil produced that should be refined in the UK.

Criteria for the Granting of Licences

6. Applicants will be judged against the background of the
continuing need for expeditious, thorough and efficient
exploration to identify oil and gas resources of the UK
continental shelf, and the following factors will be particularly

borne in mind when examining applications:

(a) technical competence to undertake a programme of
exploration and production;

(b) capability to produce funds commensurate with work
programme obligations in respect of initial explora-
tion and the extent of access to adequate funds in the
event of a commercial discovery being made;

(¢) where the applicant already holds or has held a
licence, his overall performance to date in meeting
licence obligations;

(d) exploration already done by or on behalf of the
applicant which is relevant toc the areas applied for;

(e) the extent of the contribution which the applicant has
made or is planning to make to the economy of the UK,
including the strengthening of the UK balance of

payments and the growth of industry and employment;

(f) where a body incorporated in a country outside the
UK applies for a licence or holds a controlling
interest in the applicant, how far equitable treatment

is a2fforded in such other country;

(g) the degree to which the applicant, or any existing
licensee in whom he has a controlling interest, or any
existing licensee who has a controlling interest in
the applicant, has demonstrated his agreement to the
conceding to the State a majority share in any
discovery made under existing licences;

CONFIDENTIAL FCh) a8
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whether the applicant subscribes to the Memorandum of
Understanding agreed by the Secretary of State and
UK Offshore Operators Association to ensure that full

and fair opportunity is provided to UK industry to

compete for orders of goods and services. Where the
applicant is an existing licensee, his past performance
in providing full and fair opportunity to UK industry
will be taken fully into account;

whether the applicant is willing to grant reasonable
access to representatives of independent trade unions
to his offshore installations, having in mind the
Government's objective to negotiate a Memorandum of

Understanding on this matter.

CONFIDENTIAL
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ANNEX D

TAXATION

() - The aim of the fiscal regime which has been devised for
the UK continental shelf is to secure for the UK a proper share
of profits to be made from the exploitation of petroleum. At the
same time, HMG is concerned to allow producers a proper return

on the capital which they have risked, and not to discourage

continuing development and exploration.

2. In designing a suvitable fiscal regime, HMG has Llaid
great stress on an early tax revenue, and on the need not to

discourage the development of smaller and less profitable fields.

3« This fiscal regime is estimated to secure for the
Exchequer about 75% of the profits from the UKCS. (BNOC's share
in the profits from fields where it has a share of the ownership
can be added to this, so that the UK share of profits from a
field licensed under the Fifth Round where BNOC will have 51%
equity share, might be about 85% )

CONFIDENTIAL
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ANNEX E
NATIONAL INTEREST AND CONTROL

T The national interest is intimately bound up in almost
all aspects of the development of an oil field. There is no
guarantee that the national interest will coincide with the
commercial interest of the licensees. In the UK, development is
therefore subject to a full range of control, aimed at securing

the national interest.
2. The main areas at which these controls are directed are:

(a) Depletion.

(b) The management of oil and gas reservoirs.
(c) Protection of the environment.

Cd)  Safetys

Depletion

5. The problem is to match the production profile to HMG's
best estimate of the country's needs, whether for oil or for
revenue at different times. The main control is through a
requirement that each field shall only be developed in accordance
with a Development Plan approved by the Secretary of State. The
Secretary of State has power either to require a licensee to bring
forward a Development Plan earlier than he would otherwise have
done or to direct a licensee that a field is not to be developed
before a certain time. When the Development Plan is approved, the
Secretary of State for Energy may serve a Limitation Notice,
claiming the right to direct the licensee to reduce production
below the level envisaged in the Development Plan. HMG has stated
that in normal circumstances this cutback would not exceed 20%.

There are also powers to require faster production from a field.

The Management of 0il and Gas Reservoirs

4. The same powers enable the Secretary of State for Energy

to oversee the management of oil and gas reservoirs. 1In this way:
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.
(i) he can satisfy himself that licensees plans will
secure maximum economic recovery;

(ii) that the reservoir will be operated safely.

Prctection of the Environment

S ALl aspects of Field Development proposals must be approved
by the Secretary of State for Energy who takes into account
environmental conservation needs and fishing interests.
Installations onshore are also subject to normal planning
requirements. Dumping of most wastes and oils into the sea is
prohibited under the Dumping at Sea Act 1974 and the Prevention of
0il Pollution Act 1971. Operators are required to have contingency
plans to deal with various emergencies including spillages of oil
and guidelines on treatment of spills have been issued by the
Department of Energy. A voluntary notification scheme for chemical
to be used offshore has also been instigated by the Department of
Energy to guide the industry in this area and tc ensure that
environmental factors are taken into account when selecting

chemicals for particular applications.

Safety

6. Safety is a prime concern of the Government. ALl aspects

of the operation are affected:

(i) structural safety of installations for each fixed
insta[latidn or mobile rig is required to have a
Certificate of Fitness issued by one of a number of
Certifying Authorities appointed by the Secretary of
State for Energy. This Certificate covers all
aspects of design and ccnstruction and must be kept
up to date by regular surveys. The Certifying
Authorities are required to work within a framework
of Guidance Notes issued by the Secretary of State

which specify common standards;

o

AR D
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the safe operation of reservoirs ("blow out safety")

is secured by requiring operators to follow codes of

"good oil field practice" and by detailed

the health, safety and welfare of those working

offshore is further protected by detailed installa-

may cover any aspect of operational
Health and Safety Executive is primarily
There are also special regulations

safety of divers and, in so far as

shipping operations are concerned, normal marine

safety requirements apply.

importance to building up a strong,

efficient UK Offshore Supplies Industry and to ensuring that UK

firms are given full and fair opportunity to compete for orders

for equipment to be used on the UKCS. This policy has been

markedly successful

and resulted in an industry which is capable

of meeting the requirements of the international offshore oil

industry.
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Points to Make 1
: B e . &
1 We are playing into the hai

Soviet Union etc.).
resource for

no advantage in delay;

25 As a first step, UK would need to declare 200 mile fish@ry'
zone. Would you be prepared to help us police the zone and ensure

the rules are adhered to?

3 We should have to identify potential resources (possibly .
hand over copy of WFA report as a contribution) and consider how !
beist, tios exploits thie fishen. It dst unlikeily that'many British
trawlers would go that far for a catch: we should prefer to
license third country trawlers to fish in these waters. 1Is there

a market in Argentina for the fish?

4. Cooperation to benefit from the area's natural resources
need have no implications for sovereignty. If you agree, the

next step would seem to be for the experts to meety to disgcuss

details.
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Essential Facts

General

4 s Both the UK and the Falkland Islands claim a three mile
Territorial Sea. Argentina claims a 200 mile Territorial Sea.
Since 1977 the UK, and a number of Dependent Territories, have
had 200 mile fishery limits. However, the Falkland Islands
fisheries jurisdiction remains Llimited to the three mile
Territorial Sea since any extension wculd have provoked a hostile
response from Argentina, and would not have been enforceable

without at the minimum Argentine acquiescence.

& The concept of a 200 mile Exclusive Economic Zone (EEZ)
and a 12 mile Territorial Sea form part of the proposals currentl
under discussion at UNLOSC. We would regard both concepts as
acceptable in the context of a generally agreed Law of the Sea
Convention, but not in advance of it, as we do not recognise the

concepts as being valid under current international Llaw.

3. We reserved our rights in respect of the Argentine action
of January 1967 in declaring a 200 mile Territorial Sea. We
continue to regard waters further than three miles from the
Argentine coast as high seaé, although we naturally accept the
200 mile fishery zone. 1In 1978 Argentina harassed foreign trawle
on the Falkland side of a Falkland/Argentine median line, and we
reminded them that we could not accept an Argentine attempt to

exercise fisheries jurisdiction in these waters.

4. The consequence is that in the waters around the Falkland
Islands, which both we and Argentina claim, there is no effective
fishery regime, and third country vessels are active in these
waters. Japanese, German, Russian and Polish vessels fish there
and exploratory surveys have been made by Norway, Poland and the
FRG. An estimated 500,000 to 700,000 tons of fish are being take
annually by third parties in the area around the Islands and

Dependencies.

I8 v
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3= Were the Falklands fishery lLimits to be extended to 200
miles, an effective Licensing and policing system would be
necessary. The Llatter would require both mafitime and aerial
surveillance to be effective (the RAF Nimrods form an essential
part of the surveillance system in UK fishery limits) and we
should probably need to look to Argertina to help with the
provision of this svurveillance capacity. It would be very
expensive for the UK to provide it and we could only consider

doing so as part of an overall solution.

Previous Discussions with Argentina

() At the Geneva talks (December 1978) we stressed the need
to bring fishing by third parties under control. Proposals on
fishing contained in our outline Co-Administration Agreement for
the maritime areas around the Dependencies would have achieved
this. The Agreement was designed to fit within the wider framework
of an economic cooperation agreement in the maritime areas of the
Dependencies. A jointly administered fisheries regime would
require us to declare a 200 mile fisheries zone around the
Dependencies. Each Government might under its own separate powers
declare a 200 mile zone and lay a juridical basis on which the

fish regime would operate.
= Qur proposals were unacceptable to the Argentines because:.

(a) they would be under the sovereignty umbrella;
(b) the Argentines had asked that the scheme should

cover the land areas of the Dependencies.

We could reach no agreement on the method to be used to establish
a 200 mile fisheries zone. But the Argentines shared UK concern
about the need to control third party activities given the evidenc
of over-fishing of certain species, particularly around the
pependencies. They handed over a paper proposing fisheries
cooperation in return for sovereignty over the Dependencies.

Since the Argentine paper made no concessions on the Falkland

Islands we could not accept it as part of an integral settlement.

LB
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Bl At the New York talks (March 1979), co-administration of
maritime areas was further considered. Methods of assessing fish
stocks and controlling fishing operations were discussed. There
was agreement that the best way to control operations would be
either to license a specific number of vessels allowing only a
certain number in to fish at any one time or to Llimit the catch
without limiting the number of vessels. Both posed enforcement
problems and possibilities for evasion. We explained the
Annex C implications of our membership of the European Community for a

fishing regime.

i The Argentines made it clear, however, that since the
British proposals concerning the declaration of a 200 mile zone
involved no concession on sovereignty by the UK, they were

totally unacceptable.

Developments

103 The White Fish Authority report is the most up to date
paper we have on fish stocks. A copy might be handed tc the

Argentines if this seems helpful.
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et ) TLINE CO-ADMINISTRATION AGREEMENT FOR THE MARITIME AREAS AROUND THE

” FALKLAND ISLANDS' DEPENDENCIES

R . e ————————

1. BSection 1

The British Government envisages an agreement comprising preambular

paragraphs:

(a) Establishing that co-administration would be under the
sovereignty umbrella; and that the agreement would be without
prejudice to subsequeﬂt arrangements which might be made as
part of a definitive settlement of the Falklands dispute;

(b) Defining the geographical areas 6f the agreement‘both as
regards jurisdiction over marine living resources and the

continental shelf.

2. Section II: Fishing

There could be a separéte protocol on fishing arrangements covering the

following:

(a) Area covered by agreement

We would need to define the waters falling within the area of
co-operation. For that par* of the area covering the waters
which fall within the 200-mile zone around the Dependencies, the
British Government would need to declare a 200-mile fishing limit
since we should need a juridical basis on which to administer” the
erea. The British Government wouid be interested to know ;hich
maritime area falling under Argentine jurisdiction the

Argentiné Government would wish to see included in the area

covered by the fishing agreement.

(b) Joint Commission

What should be its function - scientific, supervisory or with
executive poweré delegated to it by the two Governments? What
o should be its composition? How would it function? W¥here and

how often chould it meet?

" COHFIDENTIAL
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(e) System of Liconsine

*Q What would the system be? How would vessels from third
countries and ships carrying the flags of the two
Governments be licensed? How would income from licensing
be apportioned (a concern of the British Government would be

to see that an appropriate share should go the Falkland
Islands)?

(d) Total allowable catch

How would this be assessed? On what basis would quotas

subsequently be allotted?

(e) Enforcement of fishery regulations

How would enforcement of quofas and obéervance of regulations
be ensured? What contribution to patrolling would the
co-administrators make and under what arrangements? Should
each of the parties abstain from enforcing fishery regulations

regarding ships carrying the other country's flag?

3. Section III: Other Economic Activity

The British Government envisage a further protocol providing- for the
extension of co-operation in other, non-fishing, activities - notably

relating fo the continental shelf area.”

L, Section IV: General

The British Government envisage there should be provision for formal
mechanisms to deal with any disputes that may arise between the two

Governments over the interpretation of the agreement.

(December 1978)
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ANNEX B

ARGENTINE PAPER RELATING TO AN ARRANGEMENT FOR ECONOMIC COOPERATION
IN THE FALKLAND ISLANDSDEPENDENCIES MARITIME ZONE

The Argentine government has examined in detail the ideas
contained in the working papers presented by the British side in
New York in December 1977, in particular that relating to "the
Dependencies and their maritime areas". As a result, the Argentine
government believes it possible to begin discussing an agreement
relating to the islands of South Georgia, the South Sandwich Islands
and their maritime areas on the following basis:

(a) The islands and islets which constitute the archipelago
of the Georgias and South Sandwich shall be subject to
Argentine sovereignty;

(b) In the islands and islets referred to in the above
paragraph the United Kingdom shall have available those
port facilities which she may reqguire in accordance with
agreements which the two sides may make at the appropriate
time. Similarly, both sides shall agree on special
arrangements relating to the headquarters and activities
of the British Antarctic survey;

(c) The administration of the fishing zone situated between
12 miles, measured from the base lines from which the
territorial sea is measured, and up to 200 miles shall be
conducted by a bi-national organisation called "South
Atlantic". The sea-bed and subsoil lying under the fishing
zone are excluded from this egreement. '

The organisation, OBAS, might have the following

characteristics: -

(1) A legal personality both under the internal law of
both parties and internationally.

(2) 1Its organs should be composed of an equal number of
delegates from each Party.

(3) Each Party should have one vote in the organisation
or in the organs which may be established. Decisions
should be taken unanimously.

/(&)
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ANNEX C

IMPLICATIONS OF A JOINT ANGLO-ARGENTINE FISHERIES REGIME AROUND
THE FALKLAND ISLANDS AND DEPENDENCIES

Essential Facts

y 45 The relationship of the Falkland Islands and their
Dependencies to the European Community is established by

Articles 117 to 119 of the Act of Accession and, except tathe
extent that the Act of Accession provides otherwise, by

Articles 131 to 136 of the Treaty of Rome. These Articles do

not mention fisheries. Thus, rules of the Common Fisheries Policy
would not apply to any fisheries regime established in respect of
the Falkland Islands or their Dependencies, or to any jointly
administered co-administration scheme which the British and
Argentine Governments might establish covering these maritime

areas.

Community Rules on Discrimination

e There is a distinction between the Common Fisheries
Policy, as it applies to Community waters, and requirements
deriving from Part Four of the EC Treaty which governs relations
with Overseas Countries and Territories (0CTs). The Council of
Ministers of the European Community decided in 1976 that bilateral
agreements may be negotiated between any Member State and the
competent authorities 'of the relevant OCT in order to guarantee
satisfactory conditions in sea-fishing activities. In the
conclusion of such agreements there shall be no discrimination
between or against Member States of the Community. This means in
practice that in any joint administration with the Argentine
Government the UK would not be able to grant more preferential
access to the waters off the Falkland Islands for British vessels
than we could allow for vessels from other Community countries;

and we could not discriminate against Community vessels in favour

/of other
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Article 117

1. The association of the non-European territories maintaining
special relations with the United Kingdom and of the Anglo-French
Condominium of the New Hcbrides, listed in Article 24 (2), shall
take effect oo 1 Febriary 1975 at the earliest upon a decision of the
Council taken under Article 136 of the EEC Treaty.®

2. The new Member States need not accede to the Agreement on
trade with overseas countries and territories in products within the
province of the European Coal and Steel Community, signed on
14 December 1970. £

Article 118

The provisions of the third part of Protocol No 22 on relations
between the European Economic Community and the Associaled
African and Malagasy States and the independent developing Com-
monwealth countries situated in Africa, the Indian Ocean, the
Pacific Ocean and the Caribbean shall apply both to the overseas
countries and territories referred to in Article 117 and to the non-
European countries and territories maintaining special relations
with the original Member States.

Article 119

1. The arrangements resulting from the Council Decision of 29
September 1970 on the essociation of the overszas countries and
territories with the European Economic Community shall not
apply in relations between those countries and territories and the
new Member States.

2. Producls orifirility in the covnmies ind Lemilones associsted
v ke Community shall, on imponation into the new Member
Stztes, be subject 10 the arrangements applied to those producy
before accession

Products originating in the non-European territories maintaining
special relations with the United Kingdom and in the Anglo-French
Condominium of the New Hebrides, listed in Article 24 (2), shall, on
importation into the Community, be subject to the AITangemeniy
applied to thosc products before accession.®

Articles 110 to 114 shall apply.

3. This Article shall apply uptil 31 January 1975. If Article 115
(3) is applied, this date may be deferred in accordance with the
procedure and under the conditions laid down in that Article,

" CONFIDENTIAL
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for the progressive development of these countries and territories.

4. For investments financed by the Community, partycnpaupn in
tenders and supplies shall be open on cqual terms 10 all ngwral and
legal persons who are nationals of & Member State or of one of
the countries and territories.

5. In relations between Member States and the countries nnfi ter-
ritories the right of establishment of nationals and con_mgamcs or
firms shall be regulated in accordance with the p{o»'xslons and
procedures laid down in the Chapter relating to the right of csla'b-
lishment and on a non-discriminatory basis, subject 1o any special
provisions laid down pursuant to Article 136.

Article 133

1. Customs dulies on imports into the Member States of goods
originating in the countries and territories shall be completely
abolished in conformity with the progressive abolition of customs
dutics beiween Member States in accordance with the provisions
of this Treaty.

2. Customs duties on imports into each country or territory from
Member States or from the other countries or territories shall be
progressively abolished in accordance with the provisions of Ar-
ticles 1%, 13, 14, 15 and 17.

3. The countries and territories may, however, levy customs dutics
which meet the needs of their development and industrialisation
or produce revenue for their budgets.

The duties referred to in the preceding subparagraph shall
nevertheless be progressively reduced to the level of those imposed
on imports of products from the Member State with which each
country or territory has special relations. The percentages and the
timetable of the reductions provided for under this Treaty shall apply
to the difference between the duty imposed on a product coming
from the Member State which has special relations with the country

or territory concerned and the duty imposed on the same product
coming from within the Community on entry into the importing
country or territory.

4. Paragraph 2 shall not apply to countries and territories which,
by reason of the particular international obligations by which they
are bound, already apply a non-discriminatory customs tariff when
this Treaty enters into force.

5. The introduction of or any change in customs duties imposed on
goods imported into the countries and territories shail not, either
in law or in fact, give rise to any direct or indirect discrimination
between imports from the various Member States.

Article 134

If the level of the duties applicable to poods from a third
country on entry into a country or territory is liable, when the
provisions of article 133 (1) have been applied, to cause deflec-
tions of trade to the detriment of any Member State, the latter may
request the Commission to propose to the other Member States
the measures needed to remedy the situation.

Article 135

Subject to the provisions relating to public health public
security or public policy, freedom of movement within '\1: bk
Stetes for workers from the countries .nd terriiories :nc; nj %
the countries and territories for workers from Member' nat

St
P E ROT L roed by agreements 10 be corciided subsequen ates, shal|

unanimous approval of Member States. Uy with the






substantial scientific programme, both on
the Falkland Islands Dependencies. So is

2, at
of the Convention for the Conservatlou of Antarctlc Maraﬂf:}flﬁ“"
Resources (Brief no 11).

Bl When the Convention enters into force and its

Commission starts work, we will both be seeking conservation measures
for the waters round the Dependencies. To be effective such measures
will need greater knowledge of these waters. We should speak with
one voice in the Commission.

4., Urgent need for us to start thinking about how we could
- best collaborate to ensure that, together, we possess the scientific
basis on which effectively to argue the conservation case for these

waters which, we believe, have already been over-fished.

S [Copy of BAS Reports on South Sandwich Islands attached
for handing over, if felt appropriatel.
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Essential Facts

1. British administration of South Georgia began with the
whaling industry in 19b6 and has since been continuous. Shore-
based whaling from South Georgia ended in 1965 but the eigild
administration continued until 1969, when, for lack of any industry
to administer, it was withdrawn and the BAS took over the task of
supplying the British presence and carrying out what administration
was necessary. This has increased with the steady increase of
fishing activity in South Georgia waters.

245 BAS undertakes a full scientific programme of

biological, glaciological, meteorological and upper atmosphere
research from their station at Grytviken (the port of entry for

the Dependencies). It also occupies during each summer season a

field station for biological research on Bird Island at the N.W.

end of South Georgia. BAS has also undertaken considerable scientific
investigations in the South Sandwich Islands, although BAS has
maintained no station in these small and inhospitable islands.

(A copy of the main BAS scientific report is attached: if felt
appropriate it might be given to the Argentines).

e At the Eighth Antarctic Treaty Consultative Meeting

in 1975, governments encouraged the Scientific Committee on
Antarctic Research (SCAR) to report on programmes for the study

and conservation of Antarctic marine living resources. Out of

this grew a broadly spaced international scientific programme
called the BIOMASS programme (Biological Investigations of Marine
Antarctic Systems and Stocks) to which a growing number of
Antarctic expeditions are contributing. BAS were the first to
develop an Off-shore Biological Programme (OBP) designed
specifically to contribute to BIOMASS. Their second supply ship,
the RRS John Biscoe has been extensively remodelled to equip her as
an oceaqgraphlcal research vessel. The OBP is concentrated on
waters close to South Georgia and its broad purpose is to study the
predator-prey relationships in the Antarctic marine ecosystem. Any
proper conservation measures depend on knowing how much each species

CONFIDENTTAL fonth
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eats of other species, where and when. This is fundamental work

and it would be more than twice as valuable if there were two
ships involved.

4, During the next Antarctic season (1980-81), the
Natural Environment Research Council (NERC) plans that RRS Shackleton
should engage in a geophysical survey in the waters round the
Dependencies and in the Antarctic. Aboard will be a Birmingham
University team (led by Professor Griffiths) seeking to carry

out a programme similar in character to that on which they were
engaged when an Argentine destroyer attempted illegally to arrest
Shackleton in February 1976 when she was 87 miles south of Stanley.
The Birmingham work is fundamental to an understanding of one of
the outstanding queries in the study of continental drift - how
does Antarctica fit in? The results will inevitably be of some
significance in considering continental shelf oil prospects.

5 ’ The Shackleton has every right in international law to
carry out the proposed work. Nevertheless the re-appearance of the
Shackleton in these waters might well be looked upon by the
Argentines as provocative. We have warned NERC of this. We shall
also need to consider,if the voyage is to go ahead, how we might

let the Argentines informally and in advance know if it: the

New York discussions may give us some pointers. Professor Griffiths

is ready to have an Argentine scientist aboard.

CONFIDENTIAL :
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conservation convention at the Ciﬁﬁ??
objective. R
2. We look forward to continuing at Canberra the collabor

between our two delegiyions which has marked the earlier Sﬁi@éﬁﬁﬁf>ﬁﬁh

negotiation.

3 Our delegation is to be led by Sir Donald Logan:
Ambassador Oliveri will remember him from the meetings in Buenos Aires
and Washington in 1978.
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Essential Facts

1175 The seventh round of negotiations of this Convention
(at Canberra, 5 - 20 May) aims to conclude it.
£ The relevance of the Convention to the Falkland Islands

talks is that the waters within 200 miles of the Falkland Islands
Dependencies (but not the Falkland Islands themselves) are included
within the scope of the Convention -because they form part of the
Antarctic marine ecosystem which it is the aim of the Convention

to conserve.

5 Nothing in the Convention would prevent the UK from
proclaiming a 200 mile fishing zone round South Georgia and the
South Sandwich Islands. If we were to do so before the Convention
entered into force (not likely for at least two years) we would be
able to exercise all the appropriate coastal state rights available
to us under international law without regard to the Convention. If
we were to do so after the Convention entered into force we should
have to observe, as a minimum, the conservation measures relevant
to our waters which had been negotiated in the Convention Commission
where we would have had a beto. Thus there is no reason for the
Falkland Islanders to view the Convention as prejudicing their
interests in a future 200 mile fishing zone in the Dependencies.
Indeed, until such a zone is established the Convention offers the
only available means of conserving the abundant resources of these

waters.

4. The same logic which effectively prevents us proclaiming
a 200 mile fishery zone round the Dependencies (because it would be

virtually inoperable without Argentine acquiescence) has required

that the Argentines and the UK should cooperate in the negotiation of

this Convention. If either the UK or Argentina had sought an

advantage in these negotiations at the expense of the other the

negotiations would have aborted. Both sides have seen their interest

as lying in concluding this Convention and the delegations have worked

together smoothly towards this end.

CONFIDENTIAL
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Points to Make g
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1. Our respective detegatiohs‘ » W
during the discussion of this important
Antarctic Treaty Consultative Meeting.

¥
A

2. It is an issue which raises problemsof sovereignty in their
most acute form. It could be expected to raise divisions between
all three of us (i.e. Chile also), given our overlapping
territorial claims 4n the Antarctic.

3. But we all recognise that it has been in our joint dinterests
to work together, not least because there are cthers (i.e. non-
claimants) who belijeve they have rights as good as those we claim
in whatever minerals there may be. It is important that we

continue to collaborate.
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Essential Facts

1. Ministers have yet fo decide British policy towards potential
minerals in the British Antarctic Territory. None has yet been
discovered. The possibility of removing minerals from under a
thick glacial ice sheet on land are remote; but the possibilities

of continental shelf oil lLook more promising.

2. The costs of exploration and extraction in such a tough
environment would be enormous. Such large scale investments

would need to be assured of long term security. Given that much

of the British Antarctic Territory is also claimed by Argentina

and Chile and that the US and USSR, together with most of the rest
of the world, do not recognise any Antarctic territorial claims

in Antarctica, there is insufficient security to warrant even
seriously exploring the potential. The problem is to resolve these
differing perceptions of national rights in Antarctica without
recourse to the use of force and yet get the best deal we can for

Britatn.

3. To Australia, New Zealand, France and Norway (who also claim
territory in Antractica) the problem is one of finding a settlement
with the non-claimants. They would wish to reach this settlement
with as few non-claimants as possible and see a settlement within

the Antarctic Treaty System as being the preferable option.

4. Argentina énd Chile also favour the Treaty forum for a
settlement and it may well be that we shall join them. But such a
settlement, assuming that it gave some advantage to the claimants,
would not of itself solve the problem of how that advantage would
be shared between Argentina, Chile and ourselves within the area

of our overlapping claims.

5. Mr George Hall, in a meeting immediately before the Tenth
Antarctic Treaty Consultative Meeting last year, suggested to the
Argentines and Chileans that this incipient problem between us

should be recognised, that we should work closely together in the

/Consultative
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Consultative Meeting and that we should attempt to solve jt by
creating what he termed an 'economic community'. The Argentines
and Chileans welcomed Mr Hall's dinitiative, particularly his
suggestion that we should work together in the Consultative
Meeting - which we did. They were more guarded about any more
substantive arrangement between the three of us. We have the
impression that each of them might well be ready to co-operate
substantively with us bilaterally on this issue. But the
unsettled Beagle Channel dispute makes them cautious about
initiatives for Argentine/Chilean co-operation of the kind put to
them by Mr Hall.

6. For the present we should encourage them to believe that we
have much to gain from working closely together in the Antarctic
Treaty forum and much to lose if we allow the Antarctic dispute

between us to get out of hand.

CONFIDENTIAL
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Argentine intentions?

2. We would wish to conclude a Scientific Co*ﬂﬁaratipm A
But cannot override Islander objections.

3. We would Llike -to continue to operate in spirit of draft
Agreement. -

4. Ham radio station a serjous point of friction. Cannot
Argentine Government take effective action consistent with their

repeated assurances?




1nex
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Essential Facts

1. At the end of 1976, we discovered an Argentine scientific
station on Southern Thule (in the South Sandwich Islands). Our
protest left the Argentine Government in no doubt that we
consider Southern Thule to be British territory. Our Llegal
position over sovereignty is fully protected. We have left the
Argentines in no doubt that their presence on Thule constitutes

an obstacle to our discussions.

2. But we were (and are) unable in practical terms to do

anything to remove the Argentines physically. We attempted to set
aside any sovereignty implications by proposing a draft Scientific
Co-operation Agreement, similar to the one operating in Antarctica.
British and Argentine scientific activities would be carcied OUE

in the Dependencies without prejudice to either side's position

on sovereignty. In the December 1978 negotiations at Geneva,

agreement was reached with the Argentines on a draft.

3. However, Island Councillors subsequently objected. 1In
particular, they could not agree to the inclkusion of Sauth
Georgia (our view was that any of the Dependencies left outside
the Agreement could have been the target of another unauthorised
takeover by the Argentines). Councillors saw in the agreement a
gradual erosion of British sovereignty and perhaps the eventual

relinquishment of Dependencies to Argentina.

4. MWe told the Argentines at the New York talks in March 1979

that we were unable to sign the Agreement. They were concerned that
the Falkland Islanders had blocked an agreement which did not
directly affect the Falklands and which was under the sovereignty
umbrella, but noted that any future agreement would have to be
cleared first with the Councillors. Both sides agreed to leave the
draft agreement "on the table" and the Argentines agreed to operate

the station "within the spirit of the Agreement'". As far as we

_know, there have been no further incursions into British territory.

o
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‘ Mr Ridley discussed the Agreement with Island Councillors
during his visit to the Islandsin July 1979. Councillors were

not disposed to budge from their opposition.

6. There is some Parliamentary interest in this subject and
intermittent questions are asked. It would be helpful to be able
to say that we had raised this issue with the Argentines (and it
would be difficult to explain if we had not). But the Argentines
can toss the issue back to us without difficulty by referring to

their willingness to conclude a Scientific Co-operation Agreement.

Radio Hams

7. In December 1978 we learned that navigation beacons had been
erected near the Argentine station on Southern Thule and a ham
radio station had been licensed using an Argentine call=s1gn .

We protested formally. We also raised the subject at the Geneva
negotiations in December 1973. Ambassador Oliveri Lopez told Mr
Hall that the Argentines had silenced the station for .the moment

until they had completed their enquiries.

8. Broadcasting was resumed in February 1979 but ceased after
our Embassy spoke informally to the Malvinas Department. In
November 1979 Port Stanley reported that the station had again
resumed broadcasting. The Embassy raised the matter informally
with the Argentines. They did not comment beyond claiming that
they were unaware that the broadcasts had resumed. As far as

we know, the broadcasts have ncli ceased.

CONFIDENTIAL
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DRAFT AG?EEHENT GOVERNING SCIENTIFIC CO-OPERATION BETWEEKI

ANNEX‘MW

" THE BRITISH APD ARGENTINE GOVERNHEHTS IN THE FALKLAND ISLANDS
DEPENDEICIES

EM CHARGE D'AFFATRES AT TO THE ARGENTINE FOREIGN MIFIS”EP

g o) Excelieﬁcj,

-ﬂ; With reference to recent d;SCUSSlOnS between our Governmen

cencernlng the Tal?land Islands' Dependen01es I have the‘

~ honour to propoge an Agreement coverlng scwentlfic research
:act “vities, carried out by the two Governments in the‘

Dependencies of the Falkland Islandgs.

& S ; :

mhe provieions.oifthe}present Agreement shall appWy
to South Ceorgia, the Clerke Rocks®, Shag Rocks* c.nd\\t‘he

Soutn bandwich Islands and to surroundlng marltlme areas.'

o - e
For the sc*entlflc research activities covered by thls
agrepmen* the use of military personnel or equipment shall

.not te excluded

A i

LI

1. In order to promote scientific reacarch activities in the

7
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!!ea to whlch thls Agreement applles, each Party shall, upon

| its entry 1nto effect 1nIorm the other of the sclentlflc.
research act1v1t1es belng carrled out within the area
on the part of 1ts ships or nationals in accordance w1th '
the schedule attached to this Agreement. ‘Thereafter,
this.information shall be excharged annually by 30 November each

 year.

2. To the greatest extent that is f6351b1e.
a) scientific personnel may be eychanged between expeditions

end stations of the parties in the Area:

b) scientific observations and results from the lrea shall

be exchanged and made freely available between the Parties.

S Scienﬁifig research activify by a Party which ié iikely 35
to have a iasting orvharmiul effect on fhe‘énviroﬁment e
within'the Area to which tﬁis Agreement épplies or.ﬁhich,

1 unaertaken within the terr;tory of elther Party would

on env1ronmental grounds, Tregquire perm1551on shall be

wndertzken only with the Consent.of both Parties.
W

d.  In order to promofe the objectives .and ensure the
-6bservance of the proﬁisions of the present Agreement; each
Party shall have thc right to de51gnate observers to carry
-out any 1nupect10n provided Ior by the prcscnt Article,

/Observers
CONFIDENTIAL _
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Observers shall be natlonals of the Party whlch d351gnate$

- them. The names of observers shall be communlcated to the

other Party, and 11Le notlce shall be glven of the termlnatlon

of their app01ntment.‘

o

Each observer de51gnated in accordance w1th the

'lprov151ons of naragraph 1. 0% thlS Article shall have {0

.‘complete freedom of access at any tlme to any or all

parts of the Area to which this Agreement epplies.

- D

A1l stations, installations and eouipment: and all

scientific research vessels and aircraft 1n the Area, ‘whose

act1v1tles are the subject of this Agreement, shall be

open at all times to 1nspect10n by any observers de51gnated

1.

.in accordance w1th paragraph 1 of this Artlcle.

A}

' Q v | '. : \ |

Nothlng contalned in the present Agreement shall be

lnterpreted as:

).

.‘,:b> .

- or

a'renunéiation by either Party of any right of territorial

sovereignty over the Area to which this Agreerent applies;

L]

i s

8 recognltlon or support for the ‘other Government's p051t10n

: dlth lebard to terr1tor1a1 sovere1gnty in the Area.

'No Sc‘cntlflc rescarch activities tahlng place while {he

-

/bre sent
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mnt Agneement is in force shall constl'cute el sare
for assertlng, supportlng or denylng the p051t10n of |

either Party with regard to terr1tor1a1 soverelgnty

in the Area.

3.: Nofhing in this Agreement shall prejudlce'any'subseqﬁent
-arrangementS'which might be made as part of a definitive -
settlement~of the dlspute between the Parties concerning
the FalLland Islands South Georgla and tbe qou*h Sandulch
Isldnds.'

A\

-

o 3
B
" Any dispute arising between the Parties concerning
the interpretations or applications of the present Agreement
shail be the SubJECo of consul ation between them through

dlplomatlc channels.

‘ II tbe Ioreg01ng proposals are acceptable to the Government'
of Lrgentina, I have the honour to propose that f his Note and
- Your Excellency's reply to that effect shall constitute an
. hgreement between our two Governments which shall enter into
force 1mmed1ately and shall remain in force unless denounced
by elther Par*y giving nine months‘notlce of its int entlon

to the other. g

- /The
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The Argentine Foreig Minister to Hi Chargé d'Affaires

Your Excellency,

- I have the honour to acknonledge reﬂelpt of Your

Excellenc y =} Note of whlch-reads 1n

translation into the Spanish language as follows:
(Here follows trenslated text of I-VI )

In reply, 1 confirm that the contpnts of Your
Excellency's Note are acceptable to the Governmenu
of Argentina‘who therefore agree that your Note
and this Teply conégitute an Agreement between

our tuo Governments.

1 avail etc. : Vi N N .

AANCINENTIAL




1. KLU seems iy betuémkﬁﬁ@*@@l%£ 1
2. Grateful for your efforts‘tv“wnéure
their chosen flight.

T et

3. Regret delay on house for LADE representative. Hope all w
be worked out satisfactorily soon.
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Essential Facts

1. Under the Agreement Argentina provides:

a) the twice weekly air service, run by the Argentine Air
Force's commercial air-line LADE, between Argentina and
the Islands carrying cargo, passengers and mail. (This

service is subsidised by the Argentine authorities);

b) Llinks from Island services into the Argentine telephone
and telegraphic services (the Islands' Cable and Wireless

link with the UK is direct and independent of the mainland);

c) education, including an unlimited number of scholarships
for Falkland Islands' children in Argentine schools.
(Full secondary education is only available outside the
Islands. 1In 1977 14 children from the Islands were
educated in Argentina, but the number is now expected to
drop off sharply, following the introduction of an
arrangement with a British boarding school to take Island
school-children who have the ability and want to continue

their education after the age of 15);

d) medical facilities. (The Islands have a good medical
service, but there ae naturally facilities a small

hospital is unable to provide).

2. In general the Agreement works well. Problems are resolved
in the joint Anglo-Argentine Consultative Committee in Buenos Aires

set up under the Agreement. There are two current problems:

i) Islanders have been reluctant to allow LADE to build a

house for their representative on the Islands;

ii) Islanders have sometimes found it difficult to get seats

on the air-service.

LADE House

3. 1Islanders' suspicion of links with Argentina have resulted in a

reluctance to provide a house in the Islands for the LADE Manager.

/The

FONCTRENMTTAL
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@ Islands branch of the Falkland Islands Committee has consistently
made trouble. The Argentines see the house as a test case of the
Islanders' willingness to co-operate.

4. Captain Allara (then Argentine Deputy Foreign Minister)
raised the matter in the New York 1977 negotiations. The
Falkland Islands Executive Council (ExCo) approved in June 1978
the conditions for lease of a site for LADE to construct their
own house. Certain Councillors subsequently opposed the proposal

but ExCo reaffirmed its decision.

5. In November 1979 the Argentines handed a Note to our Embassy
in Buenos Aires pressing for a decision. FIG replied that the
LADE representative in the Islands (then Vice-Comodoro Canosa, now
Vice-Comodoro Gilobert) had been given a copy of the draft lease.
The Argentines have now commented on the draft,but have proposed a
clause unacceptable to us. FIG now have to go back to the
Argentines. Visit of an Argentine surveyor to the site in
January prompted the Falkland Islands Committee to organise a
petition, despite the Executive Council's decision. Another body
of opinion in the Islands feels that there is no harm in allowing
LADE to build a house provided that the land is not owned by the

Argentines.

Air Services

6. Falkland Islanders havebincreasingly expressed concern over

the last year about the difficulty in obtaining seats on LADE
aircraft. Our Embassy in Buenos Aires has submitted a Note through
the Consultative Committee. We understand that the Argentines are
sympathetic, as the subsidised service is run for the Islanders, not
for tourists from the mainland, and have offered to reserve a

number of seats up to a fixed period before each flight for

Islanders.

Travel Cards ("White Cards")

7. These have caused ill-feeling in the Islands in the past and
although the system should now be working properly, there is

occasional resurgence of resentment.
1813
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_!‘. The 1971 Agreement dealt (amongst other things) with travel

by residents of the Falkland Islands and Argentina but not with
the problems of travel to the Islands by non-residents of either.
Realising this, the Argentines unilaterally extended the
provision in the Agreement for the issue of a travel card for

residents to non-residents. We protested. The Argentines agreed
in 1978 to drop the idea.

9. A Presidential decree of October 1978 introduced a special
landing card for non-residents.’ While not a "white card"”, it was
clearly designed as a special requirement for all travel to and
from the Falkland Islands only. It was aimed at satisfying the
assertion in the decree that "the power of the police of Argentina
includes maintaining control over all persons travelling to and
from the Falkland Islands". We protested strongly and the special
features of the landing card were dropped.

10. Since 1 January 1979, all non-residents travelling to and from
the Falkland Islands have been required to fill out a simple
landing/embarkation card. This requirement is the same for
passengers transitting Argentina on their way to other countries.
It is in line with accepted international practice. Only Falkland

Islanders and Argentines now have to produce "white cards".

CONFIDENTIAL
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LADE “HOUSE PORT STANLEY  * ,y,: — J,ﬂ:
1. Colonel BalcarCc handed me yesterqav eveglnv en Alde‘hem01re
which he said would be self—elDTabdtory.
' 2e¢ I attach a copy of the uranslatlon of the Aide Nemoire. In

brief, it narrates the recent history of exchanges on the guestion
of & LADA house, expresses puzzlement at their "1ncoharence" and

requests clarification as to where matters stand. - The 1mpllcaulon
is that the Argentines are losing patience.

3. I shell be sending a copy of the translation to Port Stanley
in the bag arriving there on Veanesnay 5 December. There is a
reference in the Aide Memoire to remarks allegedly made by Ilir
Ridley during his visit to the Fa_llanas. You mey wish to con-
sider thls and telegraph apnroprl te gulqunce to Stanlﬂy.

WW
@wéw

A R NMurrey ST
 (Head of Chancery) Xl L
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AIDE NEMOIRE | SR o

The Argentine Representative on the Special Consultative Committee
created by the Joint Statement of 1 July 1971 has the honour to refer
to the present state of progress in the provision of & plot in Port i
Stanley for the construction of a house for the Argentine Representative
of the Specizl Consuvltative Committee member, who is also the Represen—
tative of LADE, YPF and Gas del Estado.

: In this respect, the following is the.seqhencé‘of éveﬁté, both
written and oral, on this subject:- : p s i ae yee etinle s <Tal dreases

- < . = A PR et =

- \

- -

10 February 1978 : = 2% G i e

Chief Secretary lMessinghem informs the Argentine Representative on
the Special Consultative Committee, Vice-Comodoro Canosa, that the best
way of making progress on the problem is the construction of a house,
to be made possible by the provision of a plot of land.

At the same time, several ideas and suggestions were put forward,

"~ &long the lines that at least two houses might be constructed.

.'—"( hachiihs = ol |

23 Februery 1978 e Pl il 1 A .

The British Representative on the Speciel Consultative Committee
(Buenos Aires) delivers an Aide Memoire to the Argentine Representstive
proposing the provision of plots of land in Port Stanley and the con-
struction of houses to meet the reguirements of LADE and YPF staff
working in Port Stanley. -

T

10, 14 arid 22 March 1978 =-. uif GRCLItii¥, (SI3 W0 2oy th v

v

W i .o e 2 e i e

- On these dates, meetings were held in Port Stanley attended by the
Argentine Representative on the Speciel Consultative Committee and the
British Representatives on the Committee in Port Stanley, and the
Diregtor of Public Works_imessrs J R W Parker, J.D llassingham, and & &
Pike). AF T _;.'_‘: V_ "',..;" Sl 1 ;':J‘.',._-’A.lu. ," R Gt 5. ¥,

1
PR S e <= EAp

'In these meetings, detailed consideration was given to the guestion
of the provision of a plot for the construction of a house for th
above named Argentine Representative. " o5 & ok taadd. :

19 April 1978 il e . :
{ © Mr Massingham informs Vice-Comodoro Cenosa about certain deleys
over the provision of land because of the absence from Port Steanley
of the person responsible for carrying’the metter forward.

15 May 1978 . eriwis

On the above date Vice-Comodoro Canosa sent a Note to lir Massinghenm
whose text is at Annex I. . ot g vici-y ;

" /10 = 20 June, 1978
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10 — 20 June 1978 i ; ; p
Ir Massingham and Vice-Comodoro Canosa visit numerous sites in
Port Stenley in order to choose one suitable for the construction
of a house. : . : _
- . Senbiogatneidn ov -entinacen 22 Coniaifn Corssivive
15 Augcust 1978 s E s
: - Tl ATl T dentet 32y 10 Fe Jallke B s S

On the above date ﬁf‘ﬁaééiﬁghém séﬂdéla Note té Vice;CQmodoro'
Canosa advising him that the Legislative Council has agreed the

provision of a plot of a guarter of an acre. A photo-copy of this 1 .

Note is attached at Annex_II‘;

September 1978 to February 1979 . . - ol de2 BAD . oz 2

The Argentine Representative in Port Stanley of the Specizal
Consuvltative Committee reguests on numerous occasions from Ir
Parker end Mr llassingham the document relating-to.the provision ———--
of the land in question. S i Conded el S
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e Lot Massingham advisés_VicéQComoaofoiééﬁdsa'inféimally héﬁ:fii'
some members of the Legislative Council in Port Stenley are firmly

opposed to the provision of land., 2
glapril 1973 WN:’_—-T‘“‘*”“‘W It Er N e EEEEL T ~ L

Vicé;Cbmoddro Cenose féiis;ﬁr Bakér;%ﬁéiAhe_expecté?an~earlj‘:n

reply zbout the delivery of the document, and moreover, that he has -

“expressed on many occasions to Mr Parker his astonishment at-the——=:

incoherence of the whole affair. e : S
' SH e ~0179- 46 Ana. 8Lfa TEeJiENLE Ll S

«

p0_fume 1979 ' -0 LUriISEL FRLY RN TRTRLLATRRT, ANRRE S0

On the occasion of the-visit-of Minister.of- State Mr:Ridley;: =
the latter said %o Vice-Comodoro Canosa that there would be no
problem over the natter of the provision.of land in Port Stanley
for the construction of a house.

In the light of the above developments, vhose coniradictions
the above text makes clear, the Argentine Representative wiould be
grateful for a clarification and a solution of the matter from the:
British Representative. This will mean the removal of an obstacle

to the normel and hermonious development of the process in which =
both parties areﬂ;an}YGQi ~ an iz michka;  DEYE e s i v IR e
e e and B B Pesn TINN BN 45 - Sllsitay s S RIR S S LESIOT. A8
tbf?.”: en Tueriv Stanley.y e constroceidn de -wiviendss sue si
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1. ¥VE WERE DECIDEDLY SURPRISED TO LEARN THAT THE ARGENTINES R et

HAD SUBMIT1ED THEIK AIDE-MEMOIR AT THIS STAGE AS CENOSA HAD

BEEN TCLD IN AUGUST THAT, FOLLOWING EXCO'SRE-AFFIRMATION CF

» THEIR. EARLIER DECISION TO AGREE THE LEASE OF THE PLOT,
FINKALISATION CF THE LETAILS OF THE LEASE DOCUMENTS WAS IN

HAKD.

~ - 23 COUNCILLORS WERE NOT REPEAT NOT IN THE MAIK OPPOSED TO THE Fr
LEASE. SUCH RESERVATIONS AS HAVE EEEN EXPRESSED REFLECTED
INDIVIDUAL COUNCILLORS WORRIES ABOUT POSSIELE REACTION OF SOME

ELEMENTS 1K

TO WHAT MIGHT,
ARGENTINKE IKTRUSION.

HAVE ACHIEVED.

3., CANOSA HAS NOW HAD A COPY OF THE FINAL DRAFT LEASE WHICH

THE "COMMUNITY ,

1
CONFIDENTIAL

/HAS BEEN

PARTICULARLY AMONG THE LOCAL COMM-
ITTEE AND, IT WAS SUGGESTED, THE FICO JETTY GANG AND TEE UNION,
HOWEVER UNREASONABLY BE TAKEN AS A FURTHER =)
THE PROPOSAL HAS BEEN FULLY EXPLAINED TO
THE UKION AND THEY NOV SEEM PREPARED TO ACCEPT IT. THERE COULD
STILL BE A BIT OF A PUBLIC,FUSS BUT THE GENERAL VIEW OF COUN-
CILLORS IS THAT IT WILL HAVE TO BE FACED UP TO. VE BELIEVE
CANOSEL BIVMSELF VAS AWARE OF THE NEED FOR CAREFUL PRESENTATIOHN
ALD TIMING 70 COOL DOWN FEELINGS FOLLOWING SOME INJUDICIOUS '
PUBLIC REMARKS ABOUT THE PURPOSE CF THE HOUSE PY ARGENTINE
PERSONNEL HERE, WHICH WITE TIME AND PATIENCE VE THINK WE MAY
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’BEEN DRAWN-UP IN THE SAME STANDARD LOCAL 'n:ﬁbs AND FORI’ B

AS WAS THE LEASE ON THE PLOT FOR CANOSA'S PRESENT FOUSE VHICH

WAS TREATED SIIPLY AS A MATTER BETVWEEN THIS GOVERKMENT AND
THE AKGENTIKE"® AIR _FORCE AS.TENENT: IT INCLUDES THE USUAL REF-
. ERANCES T0 1HE QUEEK, THE GCVERNOR, ETC. CANOSA HAS ASYED
US TO REFER IT 10 BUENGCS AIRES FOR TRANSLATION AND CONSIDERTION.
» hE WOULD PREFER HE:SHOULD DEAL hIlH THIS HIMSELF: HE HAS TAKEN
g HIS COGPY WITH HIM ON KIS PRESENT VISIT TO BUEKOS AIRES MAINLY
TO SCRT OUT THE IMANAGEMEN1 PROBLEMS CAUSING TEE APPALLINC
DIFFICULTIES TRAVELLERS ARE HFVING IN GETTING SEATIS, ON OVER—
BOCKED LADE FLIGHTS, A MATTER WHICH IS PRESENTLY GIVING RISE
TO 2 GREA1 DEAL MORE CONCERN.

-
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INDEX PA___ |Action Taken

The Britich Representatives on the Special Copsultative Committee
created by the inglo-iArgentine Joint Statement of 1 July 1971 have
the horour to draw tc the attention of the Argentine Repreaentatives
the difficulties now arising over reservations onthe twice-weekly
1ADE flights to and from Port Ltanley. iressire of derand for

seats on these flights has much increased in recent months, due {
nainrly to the numbers of tourists visiting the Islands. As &

result, travel to and from Ltanley by Islmiere or by officiels ise

now becozing uncertainj; flights are often booked up for weeks OF woent}
shead. Although it is usually possibls to exnsare that urgent

journeys - fuch as those of medical caces or of official vieitore -
cen be wace, by weans of the & seats reserved on each flight for
frtacsy/Felkland Islends Goverrment use, it appears tc be the case
that norzal Island traffic has been made more difficult. Commercial
coneideratiocrns appear to be taking priority cver the purpofes for
which the flights were originally instituted.

The comzerciel advantages to the Steanley businees comzunity cf the
jnereesed tourist flow are not in dispite. However, it would seen
advisable that steps be taken to resolve the current difficulties
in obtairing seats on the regular flichts. Fossible actior might
involve the limitation of the pumber of seats on each flight
evaileble to package tour companies, or pehaps the eccouragement
of tixre curpanies to charter separate flights rather than neke

use of the scheduled LAD: services.

The Britich kepresentatives would be gled to discuss the wmatter

further with the Argentine Representatives, perhaps in coupany

with representatives from LADE.

BRITICH 231BLSOY

cc (blind) Port Stanley
BUERCS AIRES

SAmD
¥CO
41 February 1900



Points to Make

1l Service seems to o

DT

2. Hope you will be able to submit.ﬂaw'%en@érkf
Jjetty soon. o S

S : Hépe~you will be able to respond positively to the

Embassy’s draft note on courtesy flags.
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’ssential Facts

NEX A

1. Under the 1974 YPF Agreement, the Argentines exclusively
provide gasoline, avgas and kerosene to the Islands. (Diesel 1is
still obtained from the Admiralty bunker tanks, which are

topped up every 18 months by a Royal Navy Fleet Auxiliary ship).

If for any reason YPF cannot meet the Islands' needs, supplies

may be obtained elsewhere. This has not yet been necessarye.

2 The Agreement is yet to be implemented in full because
of lack of suitable off-loading facilities (Jjetty). Although
resented by the Islanders as making them dependent on Argentina, we
are satisfied with the operation of the Agreement: it provides

the Islands with comparatively cheap fuel (Islanders pay less for

a gallon of petrol than we do); and it guarantees supply (supply
has at times been erratic and reserves sometimes get low but this
is more likely to be caused by Argentine inefficiency than wilful
obstruction).

0il Jetty

B Under para 8 of the 1974 YPF Agreement, the UK
Government has a legal obligation to provide jetty facilities for
YPF ships delivering fuel to the Falkland Islands. Since 1976, the
FICo jetty has been used. But this is cumbersome and dangerous; it
is also expensive because fuel has to be delivered in drums instead
of by pipeline (as planned) to the completed but unused tank farm.
According to YPF, the present arrangements make it impossible to
maintain the minimum stocks p~ovided for in the Agreement.

4, The Argentine Air Force won the tender to build the jetty.
ODA considered the price much less than they might have been

obliged to pay. But the Argentines have run into difficulty. Their
offer was withdrawn and we now await a further Argentine proposal
with revised estimates of cost.

5. Although Councillors have agreed that the Air Force
should construct the jetty, we have been told by the Chief Secretary

/that
CONFIDENTIAL



CONFIDENTIAL
v ' BRIEF NO Al5

’tha\t Islander opinion is "total indifference bordering on hostility".

ANNEX B

ODA have warned that the jetty project could be affected by aid
cut-backs. The former Governor had doubts about Jjetty design. A

reappraisal of the project will probably be necessary when the
Argentine estimate is produced.

Courtesy Flags

6. When a new oil jetty has been completed, the present
arrangement whereby Argentine Navy (STN) vessels deliver fuel to

Port Stanley, will cease and YPF will take over. The Islanders accept
that STN vessels are not required to fly a courtesy flag but are
unwilling to accept that YPF vessels should also be exempt from this,

unless there is some formal agreement protecting our sovereignty
position.

e We have been seeking to negotiate one with the Argentines.

The most recent draft note,handed over on 8 October 1979, is
attached. Mr Parker expected difficulties in getting Councillors to
agree to this procedure. However he believed they may grudgingly
accept a fait accompli along the lines of the present formula.

CONFIDENTIAL
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ANNEX A
EXCHANGE OF NOTES
BETWEEN THE GOVERNMENT OF THE UNITED KINGDOM OF
GREAT BRITAIN AND NORTHERN IRELAND AND THE
SOVERNMENT OF THE ARGENTINE REPUBLIC ON THE SUPPLY
_AND MARKETING IN THE FALKLAND ISLANDS OF ARGENTINE
PETROLEUM-BASED monucxs

e £

N
Wi Xr « -

The British Chargé d Affaires ad interim at Buenos Aires 1o lhe Argennne
Minister for Foreign A fiairs and Worship

British Embassy,
Buenos Aires.
Your Excellency 13 September 1974.

I have the honour to refer to the recent discussions in the Special Con-
sultative Committee referred to in paragraph (1) of the Joint Statement which
was initialled by the representatives of our two Governments on 1 July 1971
and approved by them on 5 August 1971() (hereinafter referred to respec-
tively as “ the Special Consultative Committee ” and * the Joint Statement ”),
about the supply and marketing of products of Yacimientos Petroliferos
Fiscales (hereinafter referred to as “ YPF ”) in the Falkland Islands. Accord-
ingly, 1 have the honour to inform you that the Government of the United
Kingdom of Great Britain and Northern Ireland are prepared to conclude
an agreement in the following terms:

(1) (@) With effect from the date of completion of the construction of the
storage plant referred to in paragraph (3) of this agreement, or
such earlier date as may be agreed in the Special Consultative
Committee, YPF shall, subject to the provisions of sub-paragraph
(b) of this paragraph, be responsible for the supply and marketing
of the products referred to in paragraph (11) of this agreemcnt
which are consumed in the Falkland Islands.

(b) (i) The provnsxons of sub-paragraph (@) of this paragraph shall
not apply in respect of products used by the armed forces of
the United Kingdom.

(ii) Such associations, corporatlons and other bOdlCS as may irom
- time to time be agreed in the Special Consultative Committee
- may obtain gas-oil either from YPF or from any other source.

(iii) If and for so long as YPF are unable to supply the Islands’ -

needs in respect of any of the products referred to in para-
graph (11) of this agreement YPF shall not have any
obligation to do so and thcsc products may be obtained from
any other source.

(2) YPF may market these products xhemsc]vcs or through any agent
designated by them.

() Treaty Series No. 64 (1972), Cmnd. 5000

3 _
153001 »




(3) YPF shall make the necessary arrangements for the construction of a
storage plant for fuels and lubricants, including tanks, pumping equip-.
ment, pipelines and buildings, hereinafter referred to as “ the storage
plant”, and shall supply the materials and equipment required f°"_‘
its construction, operation and maintenance. They may also mod\ v
the two overhead electric power lines which at present cross the site
and bury them underground. They shall employ mainly personnel
from the Argentine mainland, but with the participation of local
personnel. Y y

(4) The United Kingdom Government shall provide the land required
for the storage plant and the building as living quarters for the
personnel from the Argentine mainland who construct thc_ storage
plant. For that building and for the construction, operation and
maintenance of the storage plant, the United Kingdom Government
shall provide electricity and telephone lines. The United Kingdom
Government shall also provide space at a quayside in Port Stanley
for the unloading of materials needed for the construction of the
storage plant. :

.. (5) For the construction, equipment, operation and maintenance of the

storage plant— g
(@) the United Kingdom Government shall bear the costs of providing
(i) the necessary land for the storage plant;

(ii) the installation of the electricity and telephone lines, and the
quayside space, referred to in paragraph (4) of this agreement;

(iii) the electricity consumed, and local telephone calls made, during
the construction of the storage plant; and AN

(b) YPF shall bear all other costs, including the costs of modifying
and burying the overhead electric power lines referred to in para-
graph (3) of this agreement.

(6) YPF or their representative shall station in the Falkland Islands the
personnel necessary to look after the storage plant and the other
installations. The composition of the operation and maintenance
team shall be as agreed in the Special Consultative Committee.

(7) YPF shall be exempted from payment of docking charges in carrying
out the operations referred to in paragraph (8) of this agreement.

- YPF shall also be exempt from payment of rates, taxes or any other
~~ charge in respect of the installations referred to in paragraph (3) of
this agreement. Except where a pipeline is constructed on land which

is subject to an existing right of way, the United Kingdom Govern-
ment shall make the necessary arrangements so that the land on
which the storage plant referred to in paragraph (3) stands is not

— _encumbered by any rights -of VaVes Eeaile o . s ilnsies o

5 “:'ﬂ“ (8) The United Kingdom Government shall take"the necéssary measures

so that the YPF tankers may use the private East jetty without the
payment of any fee or tariff, and take on drinking water at the same
—  jetty also without any charge.

4
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P (9) It is understood that the use of thc anﬂ(e JC“V described ]l;: th;
prcv:ous paragraph refers to the offi-loading of goods both in bu Fa!:
in drums or containers. 1t shall be the responsibility of YPd o
maintain the necessary vigilance while the tanker unloads goods in
bulk and in drums or containers, and to avoid any spillage 01;
contamination of the waters. The United Kingdom Government shal
“““ rr: take adcquatc measures to secure the suspension of all other activities
“ * -on the jetty in question during the opcranon of un]oadmg the goods
i+ referred to in this paragraph. . .. 21 2}
(10) The frcqucncy with which YPF shall supply thc storagc plant shall

be approximately every four months. .
(11) The products to be supplied by YPF shall be the following:
_ Super petrol

Kerosene

Gas-oil

. Aero-fuels
“"T°" " Lubricants
Y 0y
arit assesASphalts i y

(12) The prices of these products in Port Stanley shall be those in force

on the Argcnt;nc mainland.

" Payment may be made in Argentine or British currency. If payment is
made in local currency the United Kingdom Government shall
exchange it for convertible pounds sterling and pay any bank charges
thereby incurred.

(13) No duties or taxes shall be applied in the Falkland Islands on:

(a) the materials and equipment taken into the Falkland Islands by
the Argentine Government or YPF for the purpose of this
agreement;

(b) the personal effects taken into the Islands by the personnel from
the Argentine mainland by virtue of the arangements stipulated
in paragraphs (3) and (6) of this agreement; or

(c) the salaries or other emoluments paid by their Argentine em-
ployers to the personnel from the Argentine mainland.

b o -

(14) The expression * personnel from the Argentine mainland ” means

+% - personnel occupied in the construction, maintenance or operation of

= . ¢ —-the-storage plant who come from the Argentine mainland and are in
the Falkland Islands for the purposes of this agreement.

(15) Not duties or taxes shall be applied in the Falkland Islands on the
introduction, distribution or sale of YPF products

" (16) The Argentine Government may construct and maintain a jetty, should

storage plant.- - - . 3

(17) The storage plant shall cease to bc operanona] when any of the
notices referred to in paragraph (20) of this agreement has been
given. In this event YPF shall remove any materials and equipment

iy 5
&

5 o, it Jdeem it appropnatc for the dockmg of vesscls supplymg the =
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which they ‘have provided under paragraph (3) of Fhishagrt;;mcz;
Such materials and equipment shall at all times remain the .prope
of YPF,

(18) The Special Consultative Committee shall deal_ with qu?stions W};y-".‘
might arise over the interpretation or application of this agreeme.

(19) This agreement is concluded in accordance with the Joint Stateme;;t.
* and references to the Joint Statement in the Exchangg of Notes be-
tween the two Governments dated S August 1971 (bereinafter referred
- 1o as “ the Exchange of Notes ") shall be deemed to include references

to this agreement.

(20) This agreement shall remain in force until 31 December 1976 or
until the expiry of notice given in accordance with paragraph (18) of
the Joint Statement and with paragraph (2) of the Exchange of Notes.
After 31 December 1976 either of the two Governments may denounce
this agreement subject to six months’ prior notice in writing.

If the foregoing is acceptable to the Government of the Argentine Repub-
lic I have the honour to propose that this Note, together with Your
Excellency’s reply in that sense shall constitute an agreement between the
two Governments which shall enter into force on the date of your reply.

I avail myself of this opportunity to renew to Your Excellency the
assurance of my highest consideration,

FRANK MAYNARD




M v ' - ANNEX B

‘iEEEI !AAFT NOTE FROM HM CHARGE D'AFFATRES IN BUENOS AIRES TO HE THE
MINISTER OF FOREIGN AFFAIRS AND WORSHIP

Your Excellency

I have the honour to refer to recent talks held by the
Special Consultative Committee mentioned in paragraph 1 of
the Joint Statement signed by the Representatives of both
Governments on 1 July 1971, (hereinaftef referred to as the
"Joint Statement"), on the facilitation of marine transport
to promote and speed up communications between fhe’Argentine
mainland and the Falkland Islands, and to inform Your
Excellency that the Government of the United Kingdem of Great
Britain and Northern Ireland is ready to s1gn an agreement
in the following terms: : -
1. YPF vessels, or other vessels used by YPF eiclusively
for the transport of their products, visiting the
Falkland Islands under the terms of the 1974 Exchange
of Notes on the Supply and Marketing in the Falkland
Islands of Argentine Petroleum-based Products shall,
when in port, be exempt from observing the customary
maritime practice with regard to the flylng of
courtesy flags. S fond b
2 This agreement shall form part of the Joint Statement.
The provisions of paragraph 1 of the Notes exchanged on
5 August 1971 referring to the question of sovereignty
over the Falkland Islands, (hereinafter referred to
as the Exchange of Notes), shall therefore apply to
this agreement.

/3.
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3. This present agreehen£'sﬁﬁiliféﬁa{h.in force until
. the date when the notifications'méde pursuént to
paragraph 18 of the Joint Statement and paragraph 2
of the Exchange of Notes, take effect.

If the foregoing is acceptable to the Government of the
Argentine Republic, I have the_honour to propose that this
Note, together with Your Excellency‘s-reply in that sense
shall constitute an agreement between the two Governments
which shall enter into force on the date of ydﬁr'reply.

(pelivered on 8 October 1979) "




SHIPPING |

1. We do not accept that
to enter Falklands waters.
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meccsnell

Essential Facts

1. In 1978 an Argentine Presidential Decree provided that all

ships arriving in the Falkland Islands should carry an Argentine
pilot to carry out entry and departure operations. We protested.
We made it clear that we could not recognise Argentine pilots

operating within the territorial waters of the Falkland Islands.

2. Early in the 1979 cruise season it seemed that the Argentines
would maintain the pressure on cruise captains to take on
Argentine pilots when sailing for the Falkland Islands from an
Argentine port. But after one isolated incident when a cruise
ship was ordered by radio to pick up an Argentine pilot from one

of the Argentine bases in the Antarctic there were no others.

3. There have been no similar incidents in the current cruise

season.

{ X
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1. We regret the del
the Islands.
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nnex

Essential Facts

1. Falkland Islanders wishing to purchase goods from Argentina
have in the past frequently done so through the LADE representative
in the Islands. He is given the sterling in Port Stanley and
personally takes it to Buenos Aires to pay off suppliers.

According to the Argentines, the volume of these transactions is
increasing.

2. In August 1979 the Argentines suggested in an aide-memoire that
there should be an agency link-up in the Islands with the National
Bank of Argentina. A LADE officer or specially appointed Islander

would run the agency.

3. Islanders' reactions were luke-warm. They were reluctant to
see an increased Argentine presence on the Islands and an Islander

appointment holds no attraction.

4. The Embassy have still to provide an answer to this proposal
into which the Embassy tells us considerable Argentine thought

and effort has been put.

5. The FCO have not been directly involved in this proposal.

The subject is one for discussion in the special Consultative
Committee set up under the 1971 Agreement. The Embassy in Buenos
Aires have been in touch with Port Stanley but have not received
a substantive reply. Buenos Aires have warned us that -the

Argentines may raise the subject.

CONFIDENTIAL



ANNEX

EMBASSY TRANSL ATION

ATDE MEMOIRE

The Argentine Representatives on the Speciel Consultative
Committee created by the Joint Statement of 1 July 1971, have
the honour to refer to the need to make eamsier commercisl trems-
actions between the Argentine continentel mainlend end the
Malvines Islends, a wish that was made informelly to Minister
RNicholas Ridley on the occesion of his recent visit to Buenos
Aires,

It needs to be recognised that difficulties, delays and
additional expenses still exist for residents of the Islands
who, with a view to meeting their needs or improving their well-
being, wish to purchase rroducts or other goods originating in
the Argentine continentel mainlend,

This situation is reflected in the numerous requests made
to people who are in some way connected with the Island commmity,
particularly to the Argéntine representative of the Special Con-
sultative Committee in: Port Stenley, who hes neither the time nor
the means to chemnel the numerous requests that are made to him,

By virtue of thé above, tne Argentine representatives believe
that a simple end efficient vay which would to a large extent
avoid these inconveniences, would be to establish = service which,
without performing the functions of a banking egency (such as the
acceptence of deposits, cash, securities, etec) could cover the
minimum requirements for the remittance of funds for the payment
of the purchases involved. One way of doing this would be
through an agency office, as used ky the National Bank of Argentina

in similar situations, where the Beank is represented by well=

known local compenies or co-operatives. In this case, the
functions could be performed by a LADE officer or by en Islender
epecielly appointed for the purpose, — R

/The



The Argentine Representatives on the Special Consultative
Committee trust that the British Representatives will wish to
give a favourable consideration to this proposel, which is
based on paragraph 12 of the Joint Statement, and inspired
by a eincere desire to teke eny steps thai may contribute to
the Islanders' increesed welfare.

Buenos Aires, 2 August 1979
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Essential Facts

1. A major land-owner and by far the largest of the overseas

companies with commercial interests in the Islands. A
subsidiary of Coalite Ltd, whose Managing Director, Mr C E
(Ted) Needham, is the Chairman of FICo. FICo's Managing
Director, Mr Frank Mitchell, is a prominent member of the

Falkland Islands Committee and critical of HMG's policies.

2. FICo has virtual monopoly control in many areas of

commercial Life, e.g.:

a) ownership of 46% of farmland and 50% of the wool

producing capacity;

b) through ties with other externally-owned farming
companies, a strong influence on at least half of the

remaining farmland;

¢) effective control of internal and external shipping;
d). ownership of the sole commercial jetty and direct
employer of the only dock labour force, giving it control

over the loading and unloading of all produce and supplies;

e) a dominant role in the marketing of the Islands' wool
through its conduct of auctions between the two (or
occasionally three) UK brokers involved, in one of which it

has a 50% i1nterests

f) most of the insurance, finance and other commercial

services for its own and other enterprises;

g) the largest buying agent and importer of equipment and
supplies for its own and other farms and for retail in dits

own stores and the settlement shops.

/- 1S
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’_ ! The Company's investment record in the Islands is poor. Its

policy seems to be maximum exploitation of barely improved
resources and maximum expatriation of profits. Operations are
strictly controlled from the London Head Office and the local
managers (mostly expatriate) are allowed Llittle devolved
authority. Lack of investment was one of the major criticisms
in the Shackleton report.

4. The Argentines regard the Company as a major obstacle tc their
ambitions. In 1978 Argentine interests made a fairly overt bid
for ownership of the Company, although the Argentine Government at
the time maintained that they had played no direct part. The
Argentine Government suggested to the previous Government on
several occasions that the Company be taken over by a joint

holding company representing UK, Argentina and Islander interests.

Takeover

5. Cost of a possible takeover is estimatéd to be in the region

of f5m = £10m. 'Funds would'be difficult™te  rind. " ODAScould ot
help. Private enterprise is unlikely to be interested. There is
no clear case for a takeover on economic/development grounds alone.
Our view is that this muld only be considered as part of a

negotiated settlement of the dispute as a whole.

CONFIDENTIAL
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FALKLAND ISLANDS: ANGLO-ARGENTINE TALKS (NEW YORK, 28-30 APRIL 19807

THE FALKLAND ISLANDS COMMITTEE (FIC) AND ASSOCIATED BODIES

Essential Facts

1. FIC is a well-organised and influential lobby group, with
offices in the Islands and in the UK. Its UK members include MPs,
ex-Governors and others with commercial interest in the Falkland
Islands. It has no official standing but seeks to present itself
as such; and as representing Islander opinion. It is financially
supported by public subscription and by donations from commercial

jnterests, mainly the Falkland Islands Company.

2s FIC employs a Public Relations firm, Sallingbury Limited,who
produce a quarterly news-letter for the Committee. (In November
1979 Mr Needham, Chairman of FICo, disassociated the Company from
comments made by the Committee on the Shackleton Report
recommendations). The Committee's Chairman is Sir John Barlow and
their Vice-Chairman is Sir Miles Clifford, a former Governor of

the Falklands. Our contact is usually with Air Commodore B G Frow,
the Director-General of the Committee. The Islands branch is
active and well-supported and a constant nuisance to the Governor

and the administration.

3. The Falkland Islands Research and Development Association
(FIRADA) is an off-shoot organisation of the Committee. It aims
to attract investment to the Falkland Islands and to protect the
economic interests of the Islanders. Its director is Air

Commodore Frow.

4. The South Atlantic Fisheries Committee (SAFC) whose Chairman
is James Johnston MP, also has strong links with the Committee
and FIRADA. It claims to represent not only Islander interests

but those of the British Fishing Industry.

/Relations
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_2-
!clations with FECO

5. The relationship between the Committee and the FCO has not

always been good. The Committee have, on occasion, in the pasts
indulged in some unwelcome pressure group tactics. They have
been often highly critical of Government policy and actions.
They have attacked Falkland Islands councillors who have felt it
necessary to point out that they, and not the Committee, are the
representatives of the Falkland Islands people. (The local

branch of FIC have also recently attempted to undermine Islander
confidence in the FCO). We have sought to maintain contact with
the Committee to keep abreast of its doings and to meet the
Committee's criticism with factual accounts of what we are doing.
(Although we arecareful not to tell the Committee anything we have
not told Councillors). Mr Ridley met members of the Committee

at their request in July 1979. Fhe Committee have been generally
less troublesome of Llate (though they did cause a st ¥an
Parliament about the Shackleton Report's recommendations in mid-
1979): but the renewal of talks with the Argentines may prompt

them to become more active again.
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1. Chilean business interests b
sheep in the Falkland IsLandsc‘,z‘g;

2. The Islanders would have been willing but have

to sell sheep to Argentina. Are Argent1ne 1ntetests wi’@1ﬂ§
3. Chilean interests have also made some general enquiries about
further economic co-operation. The Islanders naturally do not want
to turn away good business, if such proves to be in prospect. But

they are well aware of the benefits of existing links with
Argentina.

4. [Only if pressed]. If the Chilean Group makes formal proposals
to provide services in competition to Argentina, we shall Llook at
them very critically. But if there is no conflict of interests,

we want to do what we can to develop the Islands' economy.
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Essential Facts

1. A group of Chilean businessmen, led by a Mr Maslov, visited
the Falkland Islands early this year to discuss commercial co-operation
R

i) a possible air Llink between Chile and the Islands (using

the Chilean airline TAMA);

ii) the establishment of some sort of commercial agency to

represent the Falkland Islands in Chile;
iii) the sale and shipment of sheep to Chile;

iv) provision of timber, fertilizers, cement, livestock, gas

and fuel;
v) a marine resources survey.

2. The first shipload of sheep has been sent to Chile. Other
proposals seem to be gathering momentum. Islanders find them
attractive. They see in many of them a possible means of loosening

ties with and reducing dependence on Argentina.

2 Argéntine reaction to most of the proposals, if they come to

hear of them, is likely to be adverse. They know about (ijii): but
cannot be too critical because of the lack of progréss over a similar
deal between the Falkland Islands and Argentina. We cannot say how
much they know of the rest. Our Embassy in Buenos Aires consider

the Argentines would dislike (i): any Port Stanley-Chile air link
(although not legally entitled to a monopoly on the air service,

the Argentines believe they have one); (ii): a Chilean commercial
office (in rivalry to LADE); (iv): any supply of gas cylinders
(which would be in competition with Argentine state supplier);

(G- a marine resources survey (a possible sphere for Anglo-Argentine

co-operation).

/4.
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: 4. The Chilean Proposals do not represent any real alternative

to the services provided by the Argentines (see Briefs Nos 14 and
15). But there is no need for us to turn them down precipitously.
There could be tactical advantage in keeping them iﬁ play, not

least if, as the Embassy in Buenos Aires suggested, the Argentibnes

t begin to doubt the usefulness to them of the services they provide.

But we would need to move cautiously. The advantage could quickly
disappear if Islanders and Chilean expectations were allowed to run
too far ahead, and we would not want to give the Argentines an excuse
to prejudice the atmosphere of the talks by misinterpreting the
position.

5. We need more information about Maslov and his friends which we
are seeking from Santiago and Port Stanley. The proposals for an
air service and for a marine resources service, in particular, are
ambitious and expensive. At Tirst "sight; they seem to make Little
commercial sense: there is at least a suggestion that Maslov's
motives may be political and that he may have the blessing, if not
the active support, of the Chilean authorities, who may see some
benefit in the Beagle context of making mischief between the Islands

and Argentina.

6. We have alerted the Governor to Argentine sensitivities. We
have asked FIG not to enter into any commitments and to let us know

about any further Chilean moves.

CONFIDENTIAL

R EEREESSS -




FALKLAND ISL

A

_,,.*

NDS:
HUMAN RIGHTS

Points to Make

1. Concern for human rights i
foreign policy;

2. However, it is Government policy to try to be positive a

constructive, not negatively critical.

3. We have noted recent improvements in the situation and welcomed
them as we do the Argentine Government's pledge for further

improvements. ; e

4. We welcomed in particular the.Argentine Government's decision
to accept a visit from the Inter-American Commission on Human
Rights, (whose report is expected to be published shortly), and to
co-operate with the Working Group to be set up following the recent

UN Human Rights Commission meeting at Geneva.
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Essential Facts

Historical

1. The 1976 military coup in Argentina was bloodless, but was
followed by a vigorous pursuit of opposition and terrorist groups,

during which there were extensive violations of human rights.

2. The Junta admit to eliminating some 8,000 guerrillas "in
combat'". In the worst period (1974-76), conditions in Argentina
were close to civil war with several thousand guerrillas taking on
the security forces. Universities and government were infiltrated.
Armed attacks on Army camps were commonplace. Individual members
of the Armed Forces were singled out for assassination. More than
600 members of the security forces were killed. Once the
government had overcome the guerrilla threat they threw the net
wider and detained without trial many people suspected of terrorist
associations. Anything up to 15,000 "disappeared" people still
remain unaccounted for; and some 500,000 Argentines are estimated

to live in exile.

Improvements

3. In response to international criticism, the Argentines have
introduced some improvements. A number of political prisoners have
been released; the estimated number of detainees currently being
held without trial under PEN (National Executive Power) is
approximately 1,300, less than half the figure of a year ago. The
courts have been more active making it increasingly difficult for
the authorities to continue to ignore the requests for

investigation into habeas corpus cases. There is now greater

internal press coverage of human rights issues; and the number of

"disappearances" has declined.

4, A law on the presumed death of missing persons was promulgated
on 12 September 1979, enabling a person to be presumed dead whose
disappearance from his residence was reported between 6 November 1974

(the day State of Siege regulations were imposed) and the date of the

/promulgation
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promulgation. Action may be started by a relative or by the State
through the office of the Government Attorney. A parallel Llaw
allows relatives of disabpeared persons to claim social welfare
benefits. The new law is the first sign of official willingness
to recognise the practical difficulties posed for relatives by the
disappearances, and in this respect it might be called a humane
development. However, some see it as an admission of the regime's
inability to explain properly why so many people have disappeared
and fear that it may prove to be, in effect, a death sentence on

anyone still held incommunicado in undisclosed detention centres.

Present position

5. The overall situation still causes concern. Political parties
are in suspension, there is self-imposed press censorship; and
trade union rights are still in abeyance. Disappearances continued
in 1979, although on a much reduced scale (an estimated 463 .so far

this year none has been reported.

International concern

6. Argentina has received less attention internationally than
e.g. Chile, though its record is regarded by most countries as

the worst in South America.

7. The human rights situation in Argentina was discussed at the
recent meeting of the UN Commission on Human Rights at Geneva.

This item was }aised under the "1503 procedure" - the procedure by
which the Commission considers communications which appear to reveal
a consistent pattern of violations of human rights in any country.
The resolution, adopted by consensus, recommended that the

situation in Argentina be kept under review and invited Argentina

to co-operate further with the Commission by furnishing "additional

clarifications and observations'.

8. A separate Resolution on missing and disappeared persons

adopted at the meeting recommended that a Working Group be set up to
examine the question of disappearance. The leader of the British
delegation, Lord Colville, has been asked by the Western Group at

the Human Rights Commission to serve on the Working Group: he

/would
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would do so in an individual capacity and not as a representative
of HMG. The Argentines have said that they will co-operate with
the Working Group.

9. Representatives of the Inter-American Commission on Human
Rights (a body of the Organisation of American States) visited
Argentina in September 1979. Their report was given to . the
Argentine Government in January who recently submitted their
comments to the Commission. The report is expected to be

published soon: Lleaks suggest it is highly critical.

10. Amnesty International published ir February a report
containing the testimony of two former Argentine detainees about
the existence of secret detention camps in Argentina. The report,
which makes disturbing reading, has led to some Parliamentary
interest and has prompted a number of letters from MPs and human
rights groups. Our Embassy's assessment is that it is highly
likely that detention camps did exist in the early years following
the military coup and it is possible that some may still exist.
However, they have not been able to obtain any real evidence. We
have hitherto taken the position that any substantive comment on
this report or any action would be premature until we have been

able to study the OAS report. This still seems right.

UK Interest

11. There has been considerable and sustained interest in the UK
in Argentina, led by Amnesty International and the churches. This
has decreased somewhat as Argentina has responded to international
pressures. HMG have on several occasions made our views on human
rights very plain to the Argentine Government. HMG have also on
a number of @ccasions discussed the position with partners in the

Nine, (who agreed on a formal demarche to the Argentines in 1978).
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Points to Make

1. Glad to learn that Minisnér éfv
Miss Daisy Hobson. If released she w
"United Kingdom.

v 5]
cases of Mr Walter 'ffw';g
Fleury and Dr Douglas Gillie, two British Nationals who disappeared
in Buenos Aires, with the Minister of the Interior. We remain

2. Our Ambassador recently discussed the

concerned over their disappearance and hope the Argentine
Government will persist in their efforts to trace them.
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Essential Facts

1. Miss Margarita Juana (Daisy Jane) Hobson: arrested 20 May
1976. Sentenced June 1977 by Military Court to 22 years penal

detention for subversive activities. Faces further charges in

Criminal Court on a number of other counts. In December 1979
her lawyers were appealing to the Supreme Court but Embassy has
suggested this road closed. Parents have appealed to President
for clemency. Executive power.could not consider before all

criminal charges have been judged.

2. Mr Ridley raised case with Commodoro Cavandoli in Buenos
Aires in July 1979.

3. Mr Williams also raised case during his first call ‘on
Minister of the Interior in Mafhh. Minister agreed sentence was
very heavy because of trial by military tribunal. He undertook to

come back to the Ambassador later.

4. Because Miss Hobson also has Argentine nationality, we have
no standing to make formal representations on her behalf. At one
stage Argentines indicated it might be helpful, in their
consideration of whether to release and expel her, if we were to
indicate whether we would accept her into this country: we have

told them we would.

5. Dr Douglas Gillje: bpr Gillie, a UK national born in

Berwickshire, has lived in Argentina since childhood. He is a
psychoanalyst. He disappeared froﬁ his home in Buenos Aires on
30 September 1977. His brother (a dual national) was abducted on
the same day by persons in plain clothes claiming to be police.

Nothing has since been heard of either.

6. Mr Walter Fleury: Mr Fleury, a resident of Argentina (but a

UK national, born in Nottinghamshire) was abducted on 9 August 1976

with his Argentine fiancfe from the boarding house where he lived in

/Buenos
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Buen«as a%mhﬁ
heard of s%mggm

latter confirmed that it was unlfkaly'
either of them again. He could not confirm

8. These three cases have been given no publicity in the country
in accordance with the wishes of their friends and relatives uhe
have always believed that publicity might be harmful.




2. We hope UK will play an 1ncreasing part in ec
to Argentina's development plans. )

3 (If raised). A double taxation agreement is about
to be dlscussed between our experts. We hope that mutually
acceptable terms will be worked out.
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Essential Facts ‘ I

Visible Trade

1. In recent years, Anglo-Argentine trade has been growing;
Argentina is our second largest trading partner in Latin America
after Brazil, (UK exports in 1979 of £128 million and imports of
&£145 million). ‘

& million

1975 1976 ‘1999 1998 1gUc Usaneren SyETee

1979 1980
UK Exports 68 o4 130 114 128 16 27
UK Imports 5% 91 120 15% 145 18 23
B
2etapoe bRotiogs - s 1o, 253 SAN P 4
2l Our share of the import market at 4.3% (1978 figures)

- we hold th place - is far behind those of the USA (19%), West
Germany (11%), Japan (8%), Brazil (8%) and Italy (5%). Our exports
are mainly sophisticated machinery and plant, transport equipment,
chemicals, electrical apparatus, iron and steel and beverages. In
recent years UK imports from Argentina have consisted mainly of
agricultural products such as meat products, cereals, textile
fibres, oil seeds, leather and leather manufactures, and amount to
less than 0.5% of total UK imports.

Projects

Hie British companies have pursued a number of major
contracts in Argentina but without suécess in recent years. Major
projects currently of interest to UK firms include; the supply of
equipment for frigates (£70 million) by Rolls Royce, David Brown,
Westlands; etc; the supply of equipment for a national air traffic
control system (£300 million) by Marconi Radar and Plessey; the
development of mineral deposits in La Rioja (£300 million) by Hill
Samuel Developments and others; and the construction and operation
of a system of agueducts (£500 million) by McAlpines, Wimpey,
Mather Platt etc.

Invisible Trade ' -

4, The UK has lost much of its pre-War prominence as g
foreign investor in Argentina. Nevertheless in 1976 our investment

CONFIDENTIAL /was
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was valued at US $437 million - 9.5% of total foreign investment
registered in Argentina. This was far behind the USA who lead
with 39% but slightly ahead of our main European rivals. HoweveT,
since the level of new UK investment has not kept pace with that
of our rivals, our position has now slipped. There are reports
that a few UK companies are currently considering further investment
in Argentina. In addition to our investment in Argentine industry,
the UK has significant Intg?ests in the fields of banking and
insurance as well as that of>consultancy and project management.
Principal British investors in\hrgentina include ICI, British
Steel, GEC, Unilever, Dunlop, Babcock & Wilcox, J & P Coates,
Shell, Brookbond Leibig and Lloyd's Bank International.

Trade Promotion

Sk Events planned for 1980 include a power conference in
Buenos Aires by the British Electrical and Allied Manufacturers
Association (BEAMA) to be led by Lord Limerick (as Chairman of
BOTB), the visit by Cecil Parkinson, Minister for Trade; the

visit by Peter Walker Secretary of State for Agriculture, Food

& Fisheries; and the visit of several BOTB sponsored trade missions.

Double Taxation Agreement

Be Attempts in the past to negotiate a double taxation
agreement with Argentina have not been pursued to a conclusion

by the Inland Revenue because. of doubts over the terms the

Argentines would insist upon and the lack of a positive response

from BPritish business. However, following a more positive indication
of interest from both the Argentines and British business, the

Inland Revenue recently proposed to the Argentines that it might

now be appropriate for formal negotiations to take place. The
Argentines agreed and a team from the Inland Revenue will visit
Argentina in early May for preliminary talks.

CONFIDENTIAL



that you did not cﬁosé‘Sﬁiﬁgra“

20 (Only if raised).
all requests from British flrms to ex@@rt
rarely interfere. But we have to protect our

(If pressed). That is why we cannot supply certain items
equipment to Argentina.

Training and Visits

G- We are pleased to help 1f we can. But financial

restrictions limit what we can do.
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Essential Facts

Arms Sales

1. Argentina. is an important market for arms sales.
Ministry of Defence (Defence Sales) estimate that British companies
are currently in the runnigé to-gﬁbply up to £500 million worth of
equipment. Details of recent sales aﬁd.prospects are attached.

a2 (Not for use). The Falklands dispute has a direct
effect on our ability to expand arms sales. It may have played a
role in our failure in recent years to secure contracts from the
Argentine Armed Forces for eg, frigates, Sea Harriers and Stingray
torpedoes.

G For our own part, while we do not operate an arms embargc
on Argentina, arms sales are._controversial and concern is expressed
both by Human Rights and Falkland Islands lobbies. Present policy

is that we should not supply equipment:

(a) which could be directly used for internal
repression; or

(b) which could threaten the Falkland Islands.

Possible sales recently prevented by HMG applying these above
criteria include:

(&n)
Sterling Submachine Guns : .05
Dock Landing Ship 60.
Assault Ship : 60.
81 mm Mortars and Mortar Bombs 1525
20 mm Aircraft Cannon 200
Training
4, Training demands from the Argentine Armed Forces are

not heavy but we receive a number of visitors to MOD establishments
and firms, especially from CITEFA (the Argentine Armed Forces tri-
service Research and Development organisation) who are seeking to
obtain technical information for the setting up or improvement of
their own service facilities.

CONFIDENTIAL /Visits
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Sea Dart Ant
Iwnx Hellcepters

Ejector Seats

be 3 Under Nbgptiatidn

Ancillary equipment for Frigates (gearboxes,
propellors etcg : 5 :

Blowpipe Missiles
Early Warning equipment for Corvettes
Early Warning equipment for Iynx

Communlcatlon equipment

Co Prospects

Hawk Trainer Aircraft 100.00
Mine Counter-Measure Vessels (MCMVs) _ 150.00
Air Traffic Control and Air Defence System : 150.00
Coastal Communications System 25,00
Sea Skua - helicopter-borne air to surface missile 20.00
Laser Rangefinders for tanks : ' 20.00

Radio Communications and equipment for
Argentine constructed Tank (TAM)

-Mobile Radar System
Rapier/Swingfire Anti-Tank Missiles

Other miscellaneous equipment




Points to Make
Afghanistan

Mt B Soviet invasion of Aighaml 1

- against sovereign non-allgned aountry¢
the start,

= Need to maintain pressure on USSR to withdraw‘ahﬁfééﬁﬁrfﬁl‘
them from further aggression. Hope that wide support will be 'f‘zéﬁ
given to the idea of a Neutral and Non-Aligned Afghanistan, eg,
EC/Asean declaration of 7 March. Welcome your interest.

D Neutrality is wholly compatible with non-alignment. It
is not 'neutralisation' imposed from outside. It accords with
traditional policy of Afghanistan.

4, Reactions to the proposal received to date have been
generally favourable. The Soviet Union has neither rejected,
nor accepted it.

5e Proposal not a substitute for measures against the Soviet
Union. These should continue until all Soviet troops withdraw.

Relations with Soviet Union (if.felt appropriate)

6. European Community members have agreed not to replace exports
of agrlcultural produce to the Soviet Union withheld by the

United States. Soviet Unlon vulnerable to pressure of this kind,
but only if there is wide solidarity and co-ordination of measures.
Note that you are increasing sales of meat and grain to the

' Soviet Union. Is this compatible with your condemnation of tﬁe
invasion of Afghanistan?

7 Hope we agree that we should not want to see an increasad : {52
Soviet presence in the South Atlantic. S i SHREE

Cuba

8. A Soviet stalking horse,



Argentina view Cuban influence in h‘h@
{1 Cuba will again be seeking electio
this year: not in Western interests. Assume
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Essential Facts

1. . Ideologically, the Argentine Government is firmly anti-
Communist. They are highly suspicious of Cuban intentions in
Central America, resentful of Communist support in the past for
Argentine guerrillas and critical of the methods adopted by
Cuba since Castro became Chairman of the Non-Aligned Movement.
The Argentine Government was among the first to condemn the
Soviet invasion of Afghanistan.

2% But the Argentines historically adopt something of an
isolationist stance. They are members of the Non-Aligned Movement;
and they have kept open contacts with the communist worldy#fer
political as well as economic reasons. Politically Argentina's
links with the USSR appear to have enabled her to avoid the sort

of international communist vilification which Chile has suffered,
although Argentina's abuses of human rights have been comparatively
far worse. The military Government have allowed the Communist
party to continue to operate freely.

5 The Argentines do not allow ideological differences to
interfere with their trade with Communist countries. Cuba is a
good market for manufactured goods and the Soviet Union will take
all the Argentine meat and grain she can. The Soviet Union is
helping develop the Argentine economy and industrial base eg,
Soviet technicians are helping to build the large Yacyreta hydro-
electric project and the two Governments have held talks about
developing Argentina's nuclear power generating capacity. These
contacts are not just valuable in themselves, they also provide the
Argentines with the means to tweak the nose of the USA, with

whom relations have been bad since the 1976 coup. The badly-
handled appeal from the Americans to join in their grain embargo

on the Soviet Union was turned down by the Argentines, who are

now making substantial profits making up some of the shortfall.

It appears now that both Argentina and the USA would like their
relations to improve, but the price asked by the Argentines - silence
on human rights - is too high for the Carter Administration.

4, At present, Soviet involvement in Argentine affairs is not
- substantial and it has not extended, apart from the occasional

CONFIDENTIAL /high-level
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high-level visit, to the military field. But there must be a
danger that the Soviet Union will eventually try to obtain
Argentine agreement eg, to provide facilities for Soviet warships
in the South Atlantic area: that would not be in the West's
interests.

Afghan Neutrality

Se Russians not totally discouraging on neutrality ideas, -
Breznev's speech of 22 February said USSR would commence
withdrawal as soon as all forms of outside intervention were ful Ty
terminated and called on US and neighbours of Afghanistan to
guarantee this. Soviet comment has subsequently followed

this general line. We are considering whether a neutrality
arrangement could include undertakings by the other parties to
respect Afghanistan's neutrality and abstain from all intervention.
The neutrality package would remain much more comprehensive from
what Breznev seems to be offering but inclusion of such
undertakings would make it even harder for the Russians to refuse
to negotiate.

6. After French blocked attempts to launch Presidency
démarche in lMoscow, neutrality proposal put to Iunkov by PUS

on 28 February with follow-up action by Ambassador in Moscow on
3 March. Russians replied 6 March: while they repeated standard
line that all outside interference must stop, no objection was
raised to a political solution in principle. Sir Curtis Keeble
made a further démarche on 11 April, but the Soviet reply was
couched in similar terms.

i The proposal has received wide support but the approval
of Non-Aligned countries is particularly important.
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1. We are no L
1977( X R

2. We hope that the Vatican's
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Essential Facts

T. Argentina and Chile have long been at odds over the application
of their nineteenth century boundary treaties to the geographically
complex area of small islands and narrow straits off the mainland

at the southern tip of South America.

2. In 1971 both parties to the dispute asked the British
Government, as the arbiter agreed under a ngeral Treaty of
Arbitration signed by both Argentina and Chile in 1902, to ack in
that capacity. (This 1902 Agreement superseded an earlier treaty
of 1896 which had conferred a similar function on the Government
of Queen Victoria). The British Government accepted and, in
agreement with the two parties, appointed an independent
International Court of Arbitration,consisting of five Judges of

the International Court of Justice,to decide on the dispute.

3. In 1977, the International Court of Arbitration awarded to

Chile the three islands claimed by both sides at the north-eastern

end of the Beagle Channel,south of Tierra del Fuego. The Award

was denounced by Argentina as null and void. A series of bilateral
talks in 1978 failed to establish a basis for agreement. Argentina
came close to military action to assert her sovereignty in the
disputed area. The danger of hostilities was averted by an initiative
by the Vatican, just before Christmas 1978, in sending an envoy,
Cardinal Samore, to Chile and Argentina. His mission UVed to a

détente and a formal request from both countries to the Holy See to

mediate and help them to find a peaceful solution.

4. No solution is, however, in sight: the two countries remain
in deadlock. Chile has been prepared to negotiate over maritime
limits and zones, but not over territory, over which she has an
established legal right; Argentina has been insisting on some

territorial concession

5. The Vatican are aware that their task is difficult. and delicate.
The mediation process is proceeding slowly (the impression is that
the Vatican are determined to play this long) with both sides
producing evidence. The Argentines hope this mediation will produce

a political solution rather than one based on legal arguments.
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Points to Make

1. Pleased that you have been able rl:ﬂ acc
my delegation. _ T

2 v f
can draw in these first general exploratory exchanges wifh my le 

Argentine opposite number.

3. Wanted a preliminary meeting with you to ensure I fully
understood any points which Councillors wish to put to me before
I meet the Argentines and to explain for my part the way in which

I hope my exchanges with Comodoro Cavandoli will go.

4. These talks are the first to be held with the Argentines by
the Conservative Government. My aim is to explore the Argentine
position, without commitment and reaching no decisions. I wish
to report back to my Ministerial colleagues with as full an
account as possible of Argentine views on all matters of mutual
interest (including bilateral issues of no direct concern to the
Falkland Islands).

5. Inter-governmental exchangeé are confidential. Sure you will
recognise this. Realise you will need to give account to fellow
Councillors: best kept general. I may want to send them a

message also.

o

6. . Discussions with Argentines may be tricky at times. Nould




IIIIII.Zlh the Argentine.
it has their co ‘

9. I shall leave the Argentines in no doubt about ou
sovereignty. But this is an issue of fundamental concerr

and we can expect them to pursue it. I intend listening

carefully to what they say so that there is a reasonable basis on
which to conduct future exchanges. But I want also to discuss
fully possibilities for economic co-operation, for joint
development of resources and to stress the benefits currently

being denied us all because of the dispute.

NOL 0 L S ehd ko press for co-operation. Time it was
established whether hydrocarbon deposits exist in Falklands
waters. We shall be suggesting working towards setting up a

regime whereby exploration could be licensed jointly.

didis Fish: know that Islanders are unhappy about extent of third
country fishing in Falklands:waters. To license trawlers we need
to declare 200 mSle fishing zone; but if it is to work, Argentines

have to agree.

12. - 4971 and 197% Agreements: understand Islander distrust of

the services (including air services and oil supplies) provided
under these agreements. But Islanders derive much benefit.
Practical alternatives would be difficult to find and would
certainly be more expensive for the Islands. Regard the |

Agreements as excellent examples of co- operation to the Islanders’ .

advantage.




mplications
 real ly _
hiry extent wh

15. Briefs:  Cif raisgd)

R .
9

|
!
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Essential Facts

1 This will be the first Ministerial meeting with the
Argentines attended by an Island Councillor. His presence will
cause us some problems which will require some delicate handling:
we shall want to ensure that he does not take umbrage at anything
that is said or done; we will not wish to make things more
difficult for ourselves with the Argentines in what is already

.a tricky negotiating situation.

Standing
ol Mr Monk will be present as an elected Island Councillor,
representing Islander interests. The decision to take up the

Minister's invitation to attend was only narrowly passed in Council
(by five votes to four), Mr Monk presumably being in favour, though
we do not know for sure. Mr Monk will therefore have to watch his
back carefully: he will probably be reluctant to commit himself

to anything which goes beyond the remit given him by Councillors.
He can be expected to provide his colleagues with a full report

of the discussions on his return.

S But Mr Monk will have no separate standing in the talks
with the Argentines and will attend simply as a member of the
Minister's delegation. If there are any points which Mr Monk wants
to have made, whether on instructions from his fellow Councillors
or arising from the talks as they progress, he should be asked to :
make them first of all to the Minister, preferably before and
certainly outside meetings with the Argentines. He will have full
opportunity, as is proper, for a detailed exchange of views with

the Minister on his arrival before the talks open.

Handling

4. Against this background, the following practical problems

arise:

AL
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(a)

(b)

Briefs: We cannot give Mr Monk a copy of

CONFIDENTIAL

the briefs.
ns)
S (SO

Much of the material (e.g. on sovereignty optio
would alarm him and some of it contains reference
Islanders' views which he would resent. He will not
relish being odd man out in this respect on our
delegation. Perhaps the best solution would be to
tell him, 4f he ‘asks sto Ssee tive briefs, that the
Official Secrets Act prevents us from allowing him
to see Confidential material. This is a bit thin,
as we have shown Councillors such material in the
past, ‘but ‘there 1i1s [no oihiep Nielky convincing reason

for keeping the briefs from him.

Confidentiality: We should remind Mr Monk that

inter-governmental and Ministerial exchanges are
Confidential. We can accept that he will wish to give
Island Councillors in confidence some account on his
return of what took place in New York. But he should
keep this as general as possible, refrain from quoting
the Ministers' actual words and he should accept that
matters will be raised and views expressed during the
course of the exchanges which might be misunderstood
if taken out.of context. Such information could be
particularly harmful and only lead to embarrassment

if it were eventually to fall into the hands of the

Falkland Islands Committee (Brief no. 19).

Role of Delegation Members: It would be improper

for Mr Monk to act during the actual talks as if he
were some independent entity. He should only
contribute to the discussions at the invitation of the
Minister, as will be the position with other members
of the Minister's delegation. This will need to be

made clear to him before the meetings start.

CONFIDENTIAL




1. Know Islanders' concern ‘fr‘w viﬁf 3
December (see Annex) explained that Wﬁ@'s“ﬁQ%ﬁQ
rulesdid not affect Islanders' existing r"l“g‘ht_sx,-
or grandfather born in UK continue to be free to come to
and settle whenever they wish. e

2. Understand d1ff1cult1es faced by non-patrial Istanders.
But not possible to make Islanders special case, because of problems

it would cause with other British overseas communities.

3. Reaffirm HMG's pledge to do everything possible to assist

in the event of an emergency; Home Secretary will consider most

carefully and sympathetically problems of any Islander at such

P

a time.
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|~ BRIEF NO €32

Essential Facts

1. ALl native Falkland Islanders are at present citizens of the
United Kingdom and Colonies (CUKC's). Under the proposed new
nationality rules those who are patrial or who have a grandparent
born in the UK, and therefore have the right of abode here, will
be denoted as British citizens. The rest will become British
Dependent Territory Citizens (or a similar title) and will not

have automatic right of abode in the UK.

2. Island Councillors consider this divisive and argue that the
new Natjonality Act should make special provision for them,
because of the dispute with Argentina. But the Falkland Islands
are not alone {n claiming to be a special case. We could not make
an exception even for the small number of Islanders involved
without prejudicing our relations with the other Dependent
Territories. (There are no firm figures on how many Islanders
do not have the right of abode., FIG estimate that the number may
be less than 700 and possibly under 600).
3. Mr Ridley reassuredCouncillors when he met them in July 1977
that the new nationality rules would not affect the immigration
status of those Islanders who already had the right of abode in the
UK. He could not give any advance undertaking in respect of the
minority of Islanders not so covered and who in the event of
conflict with Argentina would not have the right of entry and
abode in the UK. But he reminded them that the Home Secretary would
still have discretion to allow the right of entry into the UK in
appopriate individual cases. He reinforced this by sending a

nnex message to Councillors following the publication of the White Paper

on immigration last November.
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FALKLAND ISLANDS:
S haedis s i TR Ac
MR A B (ADRIAN) MONK JP:
Biirg SRR, 7K
Aged 60. Married (wife Nora), &'1
educated UK, mother's family Falkland Isl
Colony 1947; served as First Officer on Falkla
vessels. Manager Pebble Island 1959-68 and manager
farm 1968 to date. Elected to the Legislative Council ﬁn*wﬁu
in 1976 and again in 1977. A member of the Island Delegation
who met Mr Rowlands in Rio in 1977. Represented Falklands at

;i Sl

Commonwealth Parliamentary Association's 1977 annual meeting,

Ottawa.

The previous Governor thought him one of the shrewdest and
most responsible of the Island Councillors. But he is known
to take a tough Lline on the question of sovereignty and has
earlier expressed the view that a Councillor should walk out of
the talks if he did not like the line the British delegation were

taking. by St
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CONFIDENTIAL  BRIEF NO D41
FAIKLAND ISIANDS: ANGLO-ARGENTINE TAIKS (NEW YORK, 28-30 APRIL 1980)
ARGENTINA COUNTRY BRIEE

Essential Facts

Geography and population

4% Argentina is the second largest country in South
America by area (eighth largest in the world). It has a
population of 26 million, of which some 9 million live in the
Metropolitan area of the capital, Buenos Aires. Its population
growth rate of 1.4 per cent per annum is one of the lowest on
the continent.

Economy

2. The economy has traditionally been based on
agriculture and over 70% of total exports are of agricultural
origin. The main products are cereals (principally wheat), oil
seeds and beef. However, manufacturing capability, which

includes some heavy industry, is growing and industry accounts for
almost 35% of GDP. Argentina has diverse energy resources
including oil, gas, coal, hydroelectricity and nuclear power,

and considerable mineral reserves including uranium and copper.
GNP per capita is over US$1,700: the third highest in South
America. (See also Brief no B23).

Be The overseas account remains healthy; there is full
employment. But inflation, although much reduced from earlier
chronic levels, was still 140% in 1979 and forecasts for 1980

do not expect it to fall much below 100%. Inflation and tight
control over wages have led to some industrial unrest. Stoppages
have been numerous but none has constituted a threat to
Government. Tensions continue between the military Junta and the
trade unions - tfaditionally the power base of Peronism - who

are themselves divided and disorganised. A law in November 1979
prohibited all political activity by trade unions and removed
trade union control of their social welfare fund. The unions
strongly oppose the law which they claim is an attack upon their

basic rights, but they are not in a position to change it.

/Political
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Political L
. The military Junta which came to power in March 1976

remains firmly in control. There is no immediate prospect of a
return to civilian rule. The recently published (and long-
awaited) " Political Plan", the blueprint for the military-
designed Argentina of the future, contains no mention of elections,
nor any deadline for the completion of the "process of national
reorganisation". One of the most criticised proposals is that to
have the military presence in Government institutionalised.
However, a new stage in the 'process' has begun with the opening

of a political dialogue with some political groups. This dialogue
is expected to continue for some months.

5. The strongest political party remains the Peronists,
whose leader, Sra (Isabelita) Peron is still held under house
arrest in Buenos Aires. If elections were to be held, few doubt
that the Peronists would win outright. The Peronists have refused
to take part in the "dialogue" with the military; -and the military
in turn have made it clear that they will not return power to the
Peronists while they still have the same leaders that did so badly
before.

Junta

6. ' General Galtieri, as expected, succeeded General Viola
as Commander-in-Chief (Army), at the beginning of the year.
Galtieri was Viola's choice; they are both seen as moderates.
Galtieri is believed to support Viola's ambitions to succeed

Videla as President in March 1981. The Army hard-liners

received set-backs in 1979 when one of their number, General Menendez
failed to pull off a revolt he had planned and another, General
Suarez Mason, was passed over for promotion and obliged to retire.
But they are still in the majority and retain much influence,
particularly in the human rights field. The Interior Minister,
General Harguindeguy,is an outspoken hard-liner.

Foreign Policy

e Argentina purports to pursue a generally moderaté,
" pro-Western foreign policy. She is a member of the Non—Aligned

CONFIDENTIAL /Movement
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ARGENTINA'S ATTITUDE TO THE FALKLAND ISLANDS

Essential Facts

1. ALl Argentine regimes, whether civilian or military,
subscribe to the sovereignty claim over the Falkland Islands and
Dependencies. The claim is based on alleged inheritance of title
from Spain and Argentine occupation of the Islands between 1820
and 1832. But it is not just a matter of law, but one of national
honour and machismo. It fits in with military and nationalist
pre-occupation with "sovereignty", inspired partly by fear (about
national security) and partly by ambition (the historical rivalry
with Brazil). Every child learns at school that the' Islands' are
Argentine and illegally occupied by Britain. If the Islands ever
became Argentine, it is unlikely that many Argentines would wish
to settle there; the main significance of the Islands would be
their strategic position in the South Atlantic and the resources

in and under the sea.

2. The Argentines' ability to focus on the Falkland Islands
issue is conditioned by internal and external factors. There are
few current distractions. Internal subversion, the military's first|d,

target after the March 1976 coup, has been largely contained. The
Government's economic policies have steadily reduced inflation and
increased the country's wealth. Other foreign policy issues are
less pressing. ng years agc, Argentine attention was focused
primarily on the dispute with Chile over the Beagle Channel. Thel's
came close to open war, prevented at the last minute only by the
intervention of the Vatican with its offer of mediation (see

Brief no. 26). Differences with Paraguay over the exploitation of
the hydro-electric potential of the Parana river, whose waters they
share, have been overcome. There are signs of a growing cordiality

between Argentina and Brazil, the area's traditional raval s,

e The present Argentine Junta is relatively moderate, but it

has constantly to defend its position against hard-liners in the
Armed Forces. If some major internal quarrel arose (on foreign

/or domestic

AANMCTACATYAL
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or domestic e.g. economic policy) the possibility remains of the
Junta turning to the Falklands issue to provide a suitable
distraction. The closest Argentina has yet come to military action
against the Falklands was in the months before the 1976 coup, i.e.
at a time when the Government of the day were anxious to divert

attention from internal problems.

4. The heat was only taken out of the Falklands dispute in
1976 when HMG showed a willingness to negotiate. The talks which
followed between 1977 and 1979 were based on the prospect of some
deal on sovereignty being possible. We kept the Argentines in

play only with difficulty and there was continuing suspicion among
the Argentine officials about the genuineness of our intentions.
The Argentines became increasingly impatient about British delaying

tactics.

D The Argentines have been relatively patient since the
last round of talks in March 1979. They accepted that the
Government needed time to formulate policy and have Llimited
themselves to occasional reminders of their wish to hold talks.
In New York, they are likely to insist again on an agreement to 4,
transfer sovereignty as a prerequisite for any economic cooperation

or joint development of the area's resources. But it is probably

true that (despite the effects of inter-Service rivalries) the

present military Government in Argentina will wish to avoid raising
the temperature on the Falklands dispute. In this respect Cand if

we decide actively to pursue a political solution), they are lLikely

to be easier to deal with than any civilian Government, more open

to domestic pressures.

CONFIDENTIAL
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7.FAIKIAND ISLANDS: ANGLO-ARGENTINE TAIKS (NEW YORK, 28-30 APRIL 1980)
FAIKIAND ISIANDS AND DEPENDENCIES: (COUNTRY BRIEF)

Essential Facts

Governor: Mr R M Hunt CMG (since February 1980).

Population: 1979 (estimated) 1,800 - has declined steadily over the
last 30 years, probably nearer 1,400 plus about 200 expatriates.

Geography: Total area about 4,700 square miles. Under 400 miles
from Argentine mainland; 7,000 miles from UK. Dependencies are
South Georgia, South Sandwich Islands, 800 miles S.E. of Falklands
and 470 miles S.E. of South Georgia respectively. Falklands
continuously settled by UK since 18%%., Dependencies uninhabited
except for British Antarctic Survey HQ on South Georgia.

Communications:

External: twice weekly air service to and from Argentina provided
by Argentine Air Force under the 1971 Communications Agreement
(see Brief no 14). Falkland Islands Company charter ship
(transporting Islands' wool and hide exports) calls four or five

times a year.

Internal: SS Monsunen (carries freight and sea mail and collects
wool from outlying farms), 2 Beaver float planes and one Islander
aircraft.

Telecommunications: Telex links (independent of Argentine mainiand)

with UK. Radio telephone links with outlying farms. Telephone and
telegraphic services %2 Argentina (under the 1971 Communications

Agreement ).

Roads: 8% miles in and around. Port Stanley, the main town. Road
under construction between Stanley and Darwin; only 5 miles completed

so far.

Political: Government administered by Governor aided by a six-man
Executive Council and an 8 man legislative Council. Last elections:
November 1977, next in 1981. The Falkland Islands Government is
empowered to legislate for the Dependencies as well.

CONFIDENTIAL /Economic/Trade
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I ANNEX

{r

BACKGROUND BRIEF: FALKLAND ISLANDS AND DEPENDENCIES

GEOGRAPHICAL

1. The Falkland Islands are small and remote; they LS =
South Atlantic approximately 480 miles north-east ot Clape "HoTn
and 7,500 miles from the UK. They comprise 2 large islands,
East Falkland and West Falkland, and some 200 smaller islands.
The total land area is 4,700 square miles (about half the size
of Wales). There are few trees. The uplands are bare and the
natural vegetat%on is grassland. Birds (penguins, geese,
seabirds) and seals abound. The climate is characterised by a
narrow temperature range, strong winds, a fairly low rainfall

evenly distributed throughout the year and frequent cloud cover.

POPULATION

2. The population is dwindling and numbers no more than 1800 all told,
nearly allof British descent with about 80% born in the Falkland

l1standscs! The peak whec2jis800 ins19514" "Stanley, the capital,

(population 1,050) is the only town and in the Camp (i.e. the

countryside outside Stanley) the largest settlement is Goose

Green (140).

HISTORICAL

3. The first known landing was in 1690 by an English Naval

Captain John Strong. In 1764 a small French colony was
established s sEa s £ ke Bland Yoiut «3 fyeawsiSlater the settlement

was handed over to Spain. Britain established settlements in
West Falkland between 1766-1770 and 1771-1774 but could not

csustain them. The Spanish also withdrew in 1811 leaving the

. : ‘A g : /1slands



ANNEX

BACKGROUND BRIEF: FALKLAND ISLANDS AND DEPENDENCIES

GEOGRAPHICAL

1. The Falkland Islands are small and remote; they Llie in the
South Atlantic approximately 480 miles north-east of Cape Horn
and 7,500 miles from the UK. They comprise 2 large islands,
East Falkland and West Falkland, and some 200 smaller islands.
The total land area is 4,700 square miles (about half the size
of Wales). There are few trees. The uplands are bare and the
natural vegetat%on js grassland. Birds (penguins, geese,
seabirds) and seals abound. The climate is characterised by a
narrow temperature range, strong winds, a fairly low rainfall

evenly distributed throughout the year and frequent cloud cover.

POPULATION

2. The population is dwindling and numbers no more than 1800 all told,
nearly a2llof British descent with about 80% born in the Falkland

lstandscs | The peak wasc2};390 in 19374 "Stanley, the capital,

(population 1,050) is the only town and®in thRe! Camp (Htet" ¥ the

countryside outside Stanley) the largest settlement is Goose

Green (140).
HISTORICAL

3. The first known landing was in 1690 by an English Naval

| Captain John Strong. In 1764 a small French colony was
established jn East Fatkland but 3 years. later the settlement
was handed over to Spain. Britain established settlements in
West Falkland between 1766-1770 and 1771-1774 but could not

custain them. The Spanish also withdrew in 1811 leaving the

2a
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Islands empty. In 1820 the‘Buenos Aires Government, by then
independent of Spain, sent a ship to the Falkland islands to
proclaim its sovereignty and, despite British protests,
established a settlement 1826-1831 (until destroyed by an
American warship) and maintained a garrison eventually evicted by
a British warship in 1832. Continuous British occupation dates
from then. By Act of Parliament in 1843, a Governor and perm-

anent administration were established.
POLITICAL : »

L. The Falkland Islands are;e British Crown Colony. The
present constitution dates from 21 November 1977. The
Government is administered by a Governor (M} R M Hunt  CMG)

' aided by an Executive Council (of 6,
comprising 2 ex-officio members; 2 unofficial members appointed
by the Governor; and 2 members of the Leoislative Council)
and 2 Legislative Council (of 8, comprising 2 ex-officio
members and 6 elected members). Elections are by universal
adult (over 18) suffrage, Stanley electing 3 members, East

and West Falkland one each and the Camp one, 3 i

The next general election is scheduled for 1982. There is a
Supreme Court, a Magistrates Court and a Court of Summary

Jurisdiction and a Court of Appeal which sits in London.
DEFENCE

5. The Royal Marine garrison comprises 2 officers and 41
marines who do a tour of 12 months. There is also a local
voluntary and part-time force of 40, the Falkland Islands
pefence Force. The Royal Navy, ice patrol vessel, HMS Endurance
is deployed to the south West Atlantic from December to April
each year. One of her tasks is to effect the change round of

the garrison through MOntevideo.

- /THE ECONOMY



THE ECONOMY

6. The Colony's economic prospeﬁts are Limited. The economy
js based alsmost entirely upon‘sheep farming (638,000 sheep
in 1976/7) which employs hatf the work force. The Falkland
islands Company dominates the economy, especially the YOOl

trade and owns nearly half the land area.

7. Lord Shackleton's Economic Survey of the Falkland Islands
(1976) made wide ranging recommendations many of which have
been implemented. AN extension to the new airport was not
agreed and development of offshore resources 2 e.. Fish and

oil would be difficult without Argentine co-operation.

8. The opportunities open to the Falklard Islands Government
to diversify the economy are narrow; studies have been made
to improve pastures and sheep farming. The extensive beds of
seaweed (kelp) around the Colony's coastlines offer
prospects of establishing a célcium algenates industry in

the iIslands, though the withdrawal of Algenate Industries

(a UK company) from their commitment to develop these

resources, was a major setback} Inshore fishing is a possibility, but

v

there is no money available for a pilot scheme. Lord
Shackletonmunderlined the need to diversify the economy and
attract investment to the Islands. The remoteness of the

T's'l @ndsy, Theilr declining population and the continuing
sovereigntydispute with Argentina have so far proved a barrier

to “investment.
9. Eyports from the Islands consist almost entirely of wool.

The Colony's largest imports are foodstuffs, manufactured goods,

. timber and machinery. There js a small annual trade surplus.

/Taxation
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10. The budget hitherto has Béianced. The main sources of

Government revenue are income tax and company tax. Both are broadly

in Lline with UK Llevels.

Currency and Banking

11. The currency is local coinage (introduced in May 1975)
and is interchangeable with sterling at par. There are no
commercial banks but funds can be remitted through the Falkland

Islands Treasury. There is a Government Savings Bank.
SOCIAL

Way of Life

12. Life in the Falkland Islands Hs rugged, unsophisticated,
isolated and parochial. The people are honest and hardy and
economically fairly comfortably off. (Estimated per capita
income for 1977 was £1,700). There is no unemployment. But,
with dwindling numbers and an uncertain future, morale is low.
There is a drinking_prohlem and a lack of females of marriageable
age. (The marines have harried many young Island girls).
Society is somewhat paternalistic if not feudal, with absentee
landlords and what Lord Shackleton described as "a pattern of
dependence” whether on the Government, the Falkland Islands
Company or expatriates generally and "a degree of acceptance

of the status quo which verges on apathy". The people are
united however, in their deep seated emotional beljef tﬁat they

are British and wish to remain so.

/Living Conditions




Living Conditions

13. The Islanders are relafively well served in social
facilities. Children aged 5-15 attend school locally in
Stanley. In, the:Camp, education is carried on either in
settlement schools or by itinerant teachers. When completed,
the new school hostel in Stanley will centralise secondary
education. After 15, promising pupils go to Britain, Argentina
or Uruguay through a scholarship sctheme operated by the
Falkland Islands Government. (The Argentine Government also

offers scholarships).

Health

14. Standards of health are quite high. The staff of the
Government Medical Department includes a senior medical officer,
assisted by 2 other doctors, a dental officer and 10

nursing staff. There isa modern and well-equipped 27-bed

Government hospital in Stanley.

' Communications

15. There is a twice-weekly air service between the Argentine
mainland and Port Stanley operated by LADE (the civilian"wing of
the Argentine sirforce). The Falkland Islands Company charter

a vessel which_makes a2 round trip to the United Kingdom 4 or 5
times a year taking in general cargo and bringing out mainly the
wool clips 1t carries no passengers. Internal communications
aremaintained by the Falkland Islands' Government Air Service
(FIGAS). Local sea communications are maintained by the MV
Monsunen. External telecommunications are the responsibility of
Cable and Wireless. There is a Llimited telephone system in

Port Stanley and communications in the Camp are by radio telephone

JTHE




THE FALKLAND ISLANDS' DEPENDENCIES.

16. The Falkland Islands have, as pependencies, South Georgia,
which lies some BOO miles south-east of the Falklands and the
South Sandwich Ystands, which' t5E" Some WTONITIE SSEEEI.——

of South Georgia. The Falkland Islands Government is empowered
to legislate for the bependencies. There is no indigenous
population on any of these jslands. But the British Antarctic

Survey maintain a base at King Edward Point in South Georgia.
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FALKLAND ISLANDS: ANGLO-ARGENTINE TALKS (NEW YORK, 28-30 APRIL 1980

FALKLAND ISLANDS: INTERNAL ECONOMIC DEVELOPMENT

Essentjal Facts

General

1. Prospects are limited. Economy is based on sheep-farming
which employs half the work force. The only export is. woglls I Co
(see Brief no. 18) dominates the economy, especially the wool trade
and owns nearly half of the lLand area. The remoteness of the Island
the declining population and the dispute with Argentina have deterre

investment.

2% Lord Shackleton's Economic Survey of the Falkland Islands
completed in 1976, made wide-ranging recommendations, the majority o
which have been implemented, although some of the most expensive
(e.g. airport extension) are not considered worthwhile. Development
of offshore resources - oil and fish (Briefs nos. 8 and 9) - remains
dependent on cooperation with Argentina in an improved political

climate.

Future Opportunities

S Opportunities open to the Falkland Islands Government to

diversify the economy are few. Fuller details are attached.

La) The Grasslands Trials Unit (GTU) (funded by ODA) is
studying methods of improving pastures and sheep-
farming. No firm results expected before 1982 at

the earliest.

(b) Inshore Fisheries. ODA have completed a report on
inshore fisheries. It recommends a trial survey
(estimated cost £510,000) of the resources in the
area and a salmon-ranching pilot scheme costing
£932,000 over ten years. Funds will be a problem.
ODA cannot take on new commitments; FfG have
insufficient funds nor can they raise a commercial
loan.

CONFIDENTIAL /Cc)




Annex D

(a)

(d)

(e)

f)

(g)

CONFIDENTIAL

Green Patch. FIG have purchased from FICo a farm at
Green Patch for sub-division into smaller units. If
it is successful it would demonstrate that a not ver:

profitable lLarge farm can be converted into profitab

manageable units with scope for diversified farming-.

Currency. FI currency is tied to sterling. FIG are
free to make a break if they wish to do so. There
seems little need for a change. 85% of the Islands'
imports originate in the UK: we take all their
exports. New institutions and sophisticated local
financial advice would be required and there would b
possible political difficulties with the Argentines
break occurred. The Financial Secretary, Mr Rowland
discussed with the Bank of England during his

September 1979 visit. He is taking further sounding:

Banking. The Islands' tiny population makes a
commercial banking operation unattractive. The Bank
of England have suggested that the role of the Savin
Bank (the only bank in the Islands) could be expande
and this proposal has been endorsed by an expert who
visited the Islands recently. If there are no Llegal
objections to the Government owning a bank offering

commercial services, the new system is likely to be

‘introduced soon.

Offshore banking. Non-starter, not least because of
the Islands' geographical position. A solution to
the dispute with Argentina, and improved air service

and telephone/telex links would be pre-conditions.

Taxation. Personal: recently brought into line wit
UK rates. ODA and FCO economists have doubts about
advisability of this. A declining population would
reduce Government revenue from taxation. Company:
proposals are in hand to reduce company taxation to
bring it into line with UK rates. A new comprehensi
double taxation agreement between the UK and Falklan
will probably be ready next year.

7RI
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1. Mr Ridley may wish to know what developments there have

been since his office meeting of 30 August 1979 to discuss how
best to develop the economic potential of the Islands. 1

attach a background note which summarises the state of play on

the ‘various issues raised there.

2. In some fields, there hés:beeh}ﬁfbgreséé notably on

taxation, which has been brouéHtATnto 1line with }héuUK model,

BRIEF NO. D

. { =
,| < ~ ANNEX A

and on the Green Patch scheme where an agreement has finayly been

signed with the Falkland Islands Company to split one large ranch

into 6 small farms and to sell them at very favourable‘fates to

Islanders.

3. Mr Rowlands, the Islands' Financial Secretary, has visited
London (where he called on .Mr Ridley and the Bank of England)
and Mr Ritchie, their UK-based Fiscal Adviser, has visited the

Islands and the Caymans to investigate the possibilities for a
N

more adventurousbanking regime. However, both visits revealed
. > . -

how 1ittle room for manoeuvre there is and, particularly,Ahow_

difficult it would be to attract commercial banking interest

even 1t there wepe .a éeftlemenj of the dispute.

& N SEER L

L. We have heard no more about the boséiﬁté tékégvéfxb} t%e
Falkland Islands Company (FICo)

of the Foreign and Colonial Investment Trust, who Mr Hall

interested in financing a takeover. It &

suggested might be
who took over as Chairman of FICo last

clear that Mr Needheam,

since we sent Mr Parker details

year, is taking a much closer interest in the Company's workings

than his predecessors; -

be asking the new Governor, Mr Hunt, for an assessment of FICo's

relations with the Islands and a view on what we might do, if
necessary, to improve them.

% £
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FALKLAND ISLANDS ECONOMY: DEVELOPMENTS SINCE MR RIDLEY'S S
/" OFFICE MEETING OF 30 AUGUST 1979 ‘ e

Currency (link with Sterling) '1l~-¥:f :_JLL;';;

1. The Bank of England's dependent territories speéfalist,
Mr Mayes, told Mr Rowlands that FIG were free to break the
tie with sterling if they wished to dosso. But 85% of Island
imports originate in the UK and the UK take all the Islands'
exports.  “The t1nk with serling therefore makes sense. Mr ‘

Rowlands agreed to take further sound1ngs.

g e

Commercial Banking Facilities

{* 2. The Bank of England advised Mr Rowlands against approaching
minor banks: things have gone badly wrong in other dependent
territories. They recommended that the role of the Savings
Bank might be expanded, perhaps by grafting on a commercial

| operation. .Given the Islands' tiny population commercial banking

| operaticns would probably not be attracted. Our Embassy in
Buenos Aires have stressed that any commercial bank establ1shed

in the Islands would need to be either British- or Argent1ne-

owned if it were not té meet with opposition from the Argentines.“

FIG, with .the Bank of England s blessing, arranged for the
retiring Inspector ‘of Banks in the Caymans, Mr Robin Benbow, 8
to visit the Islands in February to advise on banking matters.
His report Inot yet received) recommends turning the SaQings

| Bank into a FIG-owned limited commercial'bankfv'- ‘j{&'}"ff

Access to Credit

3. The Financial Secretary's opinion is that the Iélands require.
access to perhaps £100,000 annually. Mr Rowlands' calls brought
home the difficulty FIG had in attracting capital without
British Government guarantees. The Islands' small populafion
and isolation are major stumbling blocks. FIG could only expect
to attract capital for commercially attractive schemes. The
Bank of England advised that the problem would not simply be
solved by having a commercial banking presence; but a local bank

could mob1l1se local funds more eff1c1ently. ey _},f

W Ty L
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4. The FIG Fiscal Adviser, Mr Ritchie, visited the Caymans

at the end of 1979 to investigate the possibilities ot'off-
shore banking for the Islands. He concluded that a pre-
condition would be a political solution with Argentina. Much
improved air-service and telex links would also be necessary.
Mr Benbow (2 above) élso covered this aspect of banking and

rejected it. ODA have commented that any proposal to develop

‘the Faltklands, as .a  tax haven for offshore bank1ng is unlikely

to work in view of the1r remoteness.

Taxation

5. FIG have drawn up legislation to be introduced shortly to
bring income tax into line with the UK (Islanders do not want
to pay higher rates than we do). The Financial Secretary's
opinion is that ¥

i) tax on the high amounts of overtime being earned by

those constructinb the Stanley-Darwin road;

e

e !
i3) the 1ntroduct1on of separate assessments for husband and
'w1fe, and ; / e ' \
3d 39 tax from recently arrived Chilean labour

will compensate for the reduction in tax rates. The tendency to
keep Island tax rates in line with UK rates w1ll need watch1ng.
The Islands have no VAT or 1nd1rect taxat1on to rawse to

compensate for cuts in income tax.

Company Taxation

6. FIG legislation is in the pipeline to reduce company
taxation to bring it into line with UK levels. A new
comprehensive double taxation agreement is under discussion

between the FIG and the Inland Revenue.

/Government
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7. Mr Parker urged the need for a development off1cer as
loated the idea

and Chairman of

recommended in the Shackleton report and has f
with Mr Needham, Managing pirector of Coalite,
FICo, that FICo might provide such a man. Mr Ritchie intended

to raise the idea with Warburgs and the Econom1st Intelligence

Unit while he was here but we have heard no more.

Takeover of Falkland'lslende Company (EICo)

8. The background is in Mr Ure's submission of 22 August 1979.
Mr Parker felt that the Company management lacked direction and
purpose in its policy towards the Islands. It could and should be
borrowing against its assets and investing in the iIslands.

Mr Hall said at Mr Ridley's meeting that the Foreign and

Colonial Investment Trust might be interested in f1nanc1ng A=
takeover.' We have sent deta1Ls of the Trust to the Gevernor

and shall be asking Mr Hunt. for his views on how best to proceed.

3

-

White Fish Authorﬁty Studi

-

9 Lifhe rerort has been ;ana{1sed.‘ 1t is not opt1m1st1c that

a viable commercial operation could be establ1shed even 1f there
were a settlement of the d1spute. ‘Councillors have expressed
disappointment but no surpr1se. FCO/MAFF M1n1sters met the
south Atlantic Fisheries Committee (SAFC) on 1 Apr1l to d1scuss

the report and rejected the idea of Government support for an

exploratory voyage.

ODA Report on Inshore Fisheries/Salmon Ranching

10 2 & background note js attached. The former Governor
reported that the prospect of raising the funds needed.is bleak,
(£510,000 over 3 years for fishing, £932,000 over 10 years for
salmon ranching). ODA are unlikely to be able to hélp. They have
suggested that farm-owners might undertake pilot- schemes with

their owWn savingse.

/Green Patch
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z [ Py agreemeﬁt has now béeﬁ.feéched bét;;;ﬁvflforépd'FIG
for the purchase of Green Patch Farm (see background note).
Further action will be for FIG. The former Governor laid down
a marker with FICo that more schemes on similar linés would be
welcomed. Other farming companies will be watching the scheme
and,.if it is a success, may be encouraged to embark on their

own ventures.

b . SR

Agricultural Potential

12. Mr Ridley held a meeting to discuss this on 20 February.
It was generally agreed that there was scope for improving the
wool-yield and for small-scale diversification into other forms

of agriculture. But the potential is limited.

Mr Parker's views

13. We wrote to the then Governor after Mr Ridley's meeting

last year. A copy of his'ﬁeply is attached. It covers several

of the issues above. -“* .3 7 g2
a % F.= ey




the development of more efficient farming syst@mS#’ jok .
there is only 1 sheep to every 4 gcres of land in the Falklamds
(over éO0,000 sheep). The GTU hopes to improve that to perhaps

1 sheep per acre. The GTU has no land of its own but carries out
its work in co-operation with the local farmers.

2 Traditionally, investmént.in-fhe land has been
minimsl, inhibited partly by the landowners' lack of knowledge
sbout poscsible alternative grasses for seeding open pasture. The
carvying capacity of the land is limited by a nutritional gap in
September to November when none of the local grasses growf. It
is one of the purposes of the GIU to assess the technical and
economic viability of re-investment of ferm profits in the land
to revitalise the sheep indusiry énd also to demonstrate that
pastures can be improved on sn economic basis. The e>perimental
schemes currently in hand ere fairly successful, but only e smsll
aree of land has been reseeded and the cost is high (up to £50

an zcre). No firm results are expected before 198Z at the ezrliest.

5. A goose study, which is trying to ascertain'the
extent to which the 1arée number's of Upland geese (over hzlf a
million) conpete with sheep for pzsture, forms part of the GTU's
work. Preliminary investigation suggests the goose may not
necessarily be the pest the Islanders believe, but rather a
valuable part of the pagture's ecological cycle. A report
be available later in the year. o
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1. '.I‘hé ﬁeport was. M:@l‘bﬂﬁ@ by Dr Hall, OD
Adviser, who visited the Islands in November 1978.
was to examine the prospects for a nearshore fis ,&3’ nc
make recommendations on salmon ranchlng. His c@ﬁéiﬁﬁf@ﬁa
summarised at the beginninz of the Report, the main éﬁééﬁMﬁﬁmgnd
(a) Commercial Fishing: Falklands fish are still ‘ur:teaqilo:vtetf“e~
(rare today). A number of factors inhibit the establishment
of a commercial fishing industry: :
(i) a lack of relevant commercial information;
(ii) the small and dispersed population: would not
‘ provide a large énough local market to support an

industry; 1
(iii) the distance from overseas markets;
(iv) the need to attract immigrants as the work force
available could not cCOope.
To meet the need for more information a trial survey of
the resources in the area should be made (para 13) using a
stern trawler (estlmated cost £510 000 over 3 years vide
Table 2). A

(b) Salmon Ranching; A pilot scheme should be set up (para 161)
in three phases, costing £932,000 over 10 years (Table el
ODA Attitude :

2. The ODA sent the Governor the report on 10 August 1979
saying that as there is no money for new commltments there is

no prospect of ODA action on the report for the next year or S0.
The Governor has commented that without ODA assistance, there is
no prospect of implementing the Report's ;ecommendétlens, ng

do not have sufficient funds, nor can they raisé a'éoﬁﬁéM@ggia-en;

© CDC has shown no ;nteresy g b i fomi gt
RE@WW‘W( rave ®
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—«Q\.) - ot ANNEX D :
’ GREEN PATCH FARM PROJECT 5

Ry .

1. In.October: 1977 the!Fatkland® T TARUSEEENEES (FICo0)
announced a sbheme to sell to thé:Falkland Islands Government
its farm at Green Patch, (25 m1les from Port stanley)  for sub-
division into smaller units. The announcement followed comment
in the Shackleton Report that FICO was é monopol1st1c concern.
2: The Governor (Mr Parker) was faiirly certain that the
Ménaging pirector of FICo, Mr Mitchell, only.offered tosell
the farm under pressure and to SOmE extent in the_expectation
that the Falkland Islands Government (FIG) would be frightened
off and turn the scheme down. The Company probably saw the
scheme as .a pilot which would highlight the problems of small
.scale farming in the Falklands. . FICo believe large- scale

ranching to be the best way of farm1ng in the Islands.

3. The scheme is now well on course and competition for the
6 farms was keen (22 applicants) and all plots have been

allocated.

4. F16 paid FICo £170,000 for the farm to be Funded from a
loan from the Government Savings Bank at an interest rate of
9%. The farm was sub-divided into 6 viable units, each
capable of being run by a man and his family. Farms range

im Si1ze from 10,650 acres, 2,800 sheep (cost £146,6350) 10
13,360 acres, 3,230 sheep (cost £32,080). Purchasers were
offered a 25 year mortgage at'a fixed 1nterest race of (%.

The leases are for 99 years but may be converted to freehold
Wwithin 25 years. Each farm should make enough profit to cover

the mortgage and leave enough to plough back.

5. The total of all selling prices is £120,000, The difference
(£50,000) between this figure and the price F1G pay FICo
represents the value of central plant buildings and equipment
which farmers will be able to use at cost on a hire basis until
they acquire ThEIr Bu¥n facilities. On the assumnptions thataby
thattime individual farmers will have acquired their own plant
and equipment, the Government intend to sell off the central
plant within 5 years.

-




successfully into
good profits ‘and divers

A hastel Lo..i"g f”ﬂ m “
wifE tehpobt o T with Oﬂibllﬁ

' T ,..gda‘[ foy, @dl‘t‘t*”"
g as-arigiaelily sohe duled dor ld"? :
SoUTH AMERECH DEPARTMENT i d bl Az vetr HO roliuhl*t’ 4-5«.
18 February 1980
- " g h
" »
o b ah : ' “Iskands' vital Sery
yy ! A id funds here are 2l oig
Q ‘ , the Grissiandy Trisls llﬂif; 0
| ‘ /-
- B
6, $ ¢ ‘] Airporl was fv@ﬂg"u‘t‘"m g
F 6 fLiiond, O0DA. ‘lﬂ"" 55‘9”"‘" tha L ’ l



Q

RESTRICTED

BRIEF NO. D 44

ANNEX E
AID TO THE FALKLAND I;LANDS
Background Note
School Hostel
1. A hostel costing £550,000 is under construction for

Stanley Secondary School: it will enable the boarding school at
Darwin to close, thus concentrating educational resources at

Stanley. Completion was originally scheduled for April 1979, but
project timing has slipped considerably. As yet no reliable date

for completion.

Stanley/Darwin Road

2 An all-weather road is under construction across East
Falkland to link Stanley with Darwin/Goose Green. Total cost is
£1.2 million. FIG will contribute £180,000. It will take five to

seven years to complete. Five miles completed so far Cot saxty?d s

Re-equipment of PWD

3. Equipment left from the airport construction has been
purchased and rehabilitated and provision made for a store. The

cost -may amount to over £100,000.

Technical Cooperation

4. About forty expatriates staffing the Islands' vital service

have their salaries "topped up" from aid funds. There are also eight

long-term TCOs. Six of them are in the Grasslands Trials Unit.

Air Services

54 Stanley Airport was constructed with ODA funds (about
£6 million). ODA also supplied the Islander aircraft and paid half
the cost of the two Beaver float-planes.

RESTRICTED
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FALKLAND ISLANDS: ANGLO-ARGENTINE TALKS (NEW YORK, 28-30 APRIL 1980)
SUMMARY OF POINTS COVERED AND POSITION REACHED IN PREVIOUS ROUNDS OF TALK

Essential Facts

1. Rome, July 1977 (officials)

Argentina:

UK:

Comment:

L
2.« neNew York,

insists on full transfer of sovereignty but accepts
need for transitional period. Offers safeguards for
1slanders, but dnsistst on gradual integration with
Argentina

suggests "mixed approach", i.e. different solutions
for the Islands, the Dependencies and the maritime
zones. Makes clear that problem is self-determination,
not de-colonisation.

no conclusions. Both sides testing the water.

December 1977 (Ministerial)

Argentina:

UK :

Comment:

presses 8 year joint administration plan, submitted
in September, together with a Llist of safeguards for
Islanders and a request for authorisation for
Argentine interests to take over the Falkland Islands
Company. Economic co-operation could be started
provided the sovereignty question was resolved.
rejects joint administration scheme and again puts
forward "mixed approach'" in a sovereignty working
paper. Emphasises that distinction is between
inhabited and uninhabited territory not between
territory and people. Submits papers on oil, fish
and kri il .

most positive of the rounds, chiefly because
Argentinés understood our "mixed approach'" proposals
to mearn that we were prepared to cede sovereignty
quickly in the Dependencies and their maritime zones
without any corresponding agreement on continued
British sovereignty over the Islands themselves.

They were later disillusioned.

I3
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l,!’-!. Lima, February 1978 (working groups)

(i) Political

Argentina: claims Islands do not generate continental shelves
and these are therefore outside scope of
negotiations.

UK: rejects this. Puts forward plan to remove
sovereignty implications from Argentine occupation
of Thule.

Comment: stalemate on continental shelf and sovereignty.

Basis for advance on Southern Thule (see Brief No 13).

(ii) Economic Co-operation

Argentina: proposes the establishment of a firi par tilte (Argentina,
UK, Islander) organisation to develop resources in
parallel to solution to sovereignty problem.

UK : unenthusiastic. Revives paper put forward at New York.

Comment: no progress on either sovereignty or economic
co-operation. Argentines stressed that they were only
prepared to discuss economic co-operation as a package

involving sovereignty concessions. _

4. Geneva, December 1978 (Ministerial)

Argentina: agrees proposals on Southern Thule and accepts some
maritime co-administration proposals (similar to their
own) in principle but rejects their being discussed
under the sovereiqnty umbrella. Insists on transfer
of sovereignty over Dependencies as price for
co-administration.

UK: tables Southern Thule solution and paper on co-
administration of maritime zones.

Comment: progress on Southern Thule (subsequently dashed by
Islanders) but none elsewhere. No movement on

sovereignty.

5. New York, March 1979 (officials)

Argentina: agrees to operate in spirit of Southern Thule
agreement but refuses to discuss maritimezones in

jsolation from territory.

fUK 2
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. !-IHK: insists on sovereignty umbrella over all

discussions.
Comment: unproductive, even a step backward because of
Argentine disappointment on Lack of Southern Thule

agreement.

6 General

Argentine position throughout has been that the aim of negotiations
ijs to transfer sovereignty to Argentina. It they are assured of
full sovereignty, they are prepared to consider transitional

arrangements and forms of economic co-operation.

UK position throughout has been that no solution is possible i i

it does not meet with Islander agreement and that the UK must
retain sovereign rights over the Islanders. Any solution must be
a package covering all the various elements. Meanwhile, economic
co-operation in the Dependencies' maritime zones could be effected
to our mutual advantage Wwithout compromising the sovereignty
position.

CONFIDENTIAL
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CONFIDERTTAL
ADRIAN BERTRAND MONK

Although born in the UK, Monk is descended from a-pioneer
Falklands land-owning family, the Bertrands, whose estate is
held in trust for Monk, and two or three cousins in the Falklands
and their few children. It now principally consists of the

Roy Cove Sheep Farming Company in West Falklands, of which Monk

is the Chairman. He derives little immediate benefit from it,
although the farm would fetch a reasonable price on an open
market, and has substantial cash reserves, tied up in low-interest

securities, and which are held against a dramatic fall in the

world wool price.

Following a tradition in his father's family, Monk entered the
Royal Navy as a midshipman but disliked it and eventually
qualified as an officer in the Merchant Navy, in which he served
throughout the last war. After the war he gave up the sea for
farming, first as a cadet (trainee manager) in the Falklands

and then on his own account as a hill farmer in Scotland and
Wales.

This not succeeding too well, he returned to the Falklands around
the late 50s, with his English wife, Nora, to take up the post of
Manager of Pebble Island, later moving to San Carlos where he is
now employed. He will retire, with a modest annuity, in 1981 and
intends setting up a small-holding in Stanley where he has

bought a house.

He has two children: a son, Peter, a Cambridge mathematics graduate
now at Rutgens in the USA and a daughter, Sally, who is working for
an agricultural diploma at Reading.

As a Councillor he sees it as his prime duty to represent his and
other constituents' interests on any matters which may concern them,
and in Council expresses himself trenchantly but with an under—

lying good humour and courtesy. He has been an outspoken critic

of the tactics of the Falkland Islands Committee and their commercial
backers which has often aroused their wrath. Nevertheless, while
accepting that co-operation with the Argentines is now inevitable ang
essential, he has strongly held to the popular view on sovereignty.

He has consistently advocated, as a duty and not just a right,

CONFIDENTIAL /Councillor
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FATLIAND ISLANDS. ANGIO.

v ISLANSS A”“ah
ARGENTINE PURCHASE OF

PROPERTY AND RIGHT TO Yfi/f v
FAWE, 147 2€8T ; IN Iﬁ'lf'."
Essential Facts

8 The sale of land to al;ens !
Islands are matters for the Falkland Isl : W A
are the subjects of local legislation iq~t??.;5§5?fg%§.ﬁ'¥iz

Purchase of Property Faledand lelange;
argent ine pog
B The Aliens Ordinance covers the sale of land to allenl in

the Falkland Islands. The Governor in Council has to approve any
application from an alien to hold land. In practice this provision
means a veto on any Argentine application to hold land in the
Islands. There is strong opposition in the Islands to the sale of
any land to Argentine interests.

Right to Work

G Immigration into the Falkland Islands is covered by the
Immigration Ordinance. The Governor in Council has the power to
prohibit unwanted immigrants. Islanders are reluctant to see an
increased Argentine presence in the Islands. While non-Argentine
immigrants are welcome, applications for employment by Argentines
are scrutinised closely and rarely granted. There are a number
of Chileans employed on the farms and the road-gang.
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FALKLAND ISLANDS: ANGLO-ARGENTINE DISCUSSIONS . DESK OFFICE, . Ll Y,
INDEX PA Action Takcn

A. ARGENTINE INTERESTS IN BANKING

1. There are no banks in the Falkland Islands with the

exception of the Government Savings Bank.

2. At present an ad hoc banking service exists through the
goodwill of the LADE representative in the Falkland Islands.

He accepts sterling for goods to be purchased from Argentina and
pays off the suppliers when he visits Buenos Aires. Increasingly
large sums of cash are involved and the volatile exchange rate does
not make for good business practice. As a result, in August 1979,
the Argentines proposed setting up an agency office of the National

Bank of Argentina in the Islands.

3. FIG are considering the proposal but so far have not replied.
Islander opinion has in the past been against formal banking Llinks

with Argentina.
4., See also Briefs No A17 and D&44.
B FALKLAND ISLANDS COMPANY: ARGENTINE INTEREST

5. The Argentines regard FICo as a major obstacle to their
ambitions. In September 1977, they put forward a request that the
British Government should authorise the acquisition by Argentine

business interests of a majority shareholding in FICo.

6. At the Working Group meeting on economic co-operation in Lima
in February 1978, the Argentines proposed a Private Sector

Development Organisation for the Falkland Islands. This would be

a Limited company and its capital stock would be divided between
Argentina, the UK and the Falkland Islands. The Argentines
suggested that there should be 51% Argentine private participation
and the remainder of the shares should be divided between private

or governmental elements in the UK and the Falkland Islands. They

/specifically
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specifically proposed that one of the objectives of this new
group would be to acquire at least part of the stock of FlCo.

They would thus be represented on the Board of the Company.

7. We have looked at the question of a takeover of FICo and
decided that it would not be justified on economic or
developmental grounds. We could only contemplate it as part of
an overall solution. The question of Argentine purchase of

FICo shares is not in the first instance one for HMG; it is a
commercial problem for FICo and the Argentine Government to sort

out.

8. See also Briefs No A18 and D&4.
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