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SECRET

ALW 040/325/14

UK/ARGENTINE DISPUTE OVER THE FALKLAND ISLANDS - OD PAPIRS

TITLE:
YEAR FOLIO DATE ORIGINATOR/RECIPIENT CONTENT
1979 5 20 September Minute Carrington/Thatcher Falkland Islands
10 24 September | Lyne to Duggan " Falkland Islanc
options
141 24 September Minute Watkins/PM PS/Mr Ridley Cost of Forces or
' : T ’ Falklands
13 25 September FCO tel to UKMIS New York Argentina and t}
. : Falkland Islands
16 18 September Minute Lyne/Duggan Falkland Island:
28 10 Downing Street Alexander/

15 October

SECRET

Walden
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FILE NUMBER: ALW 040/325/14

TITLE: UK/ARGENTINE DISPUTE OVER THE FALKLAND ISLANDS - OD PAPERS
=~ A
YEAR FOLIO DATE ORIGINATOR/RECIPIENT CONTENT
1979 B 20 Sentember Minute Carrington/Thatcher Falkland Islands option
10 24 September | Lyne to Ddggan Falkland Islands
options
g 5} 24 September Minute Watkins/PM PS/Mr Ridley Cost of Forces on ;
. il Falklands : 3
RS - 1
13 25. September FCO tel to UKMIS New York “~Argentina and the e
S - Falkland Islands >
5 _ _ ¥
16 18 September Minute Lyne/Duggan Falkland Islands =
27 12 October Cabinet OD Pafer - options -
Resumption of Anglo-Argentine -
talks R
28 15 October 10 Downing Street, Alexander/
Walden
SECRET 4 .
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118

M ..
! You asked for returns from Departments By“%~January
in reply to

Mr Hastie-Smith's letter of 13 December.

o The only South America Department business likely to

come before Cabinet Committee in the period January to April 198G
TS

(a) Policy on the Falkland Islands, on which early
Cabinet decisions are required;

(b) As early as possible in January;

Cedi . 0D

P R Fearn

South America Dept.
19 December 1979
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CABINET OFFICE
70 WHITEHALL
LONDON SWI1A 2AS ¢

From: R i Hastie—Smith

or-gRXIgEeex 233 7280 PS . 13 December 1979 / -
A iz /ﬂ refunny (st
T 04959 9 (/é LORD PRIVY SEAL il vetowm )/0 VAT,

MR. HURD K 4/1/50
P Lever Esg o
Foreign and Commonwealth Office MR. RIDLZY QZMML'
Dowvming Street West . BLAXER L///f

“Dia iR A s 77
2as MR.
s

2 /%CE

FUTURE BUSINESS AU Under  Iecrelane))
U Heady of Daumut

The purpose of this letter is to seek your help on’ a forecast of future

business which is likely to come forward from your Department to Cabinet or

a Cabinet lMinisterial Committee in the period January to April 1980. It

would be helpful if your forecast could be in the form:—

55

2. Subject (with an indication of how certain it is or upon what
circumstances it is dependent).

b. Month in which it is likely to come forward.

c. linisterial Committee involved.

2. Apart from the Defence White Paper which is a regular event during this
period, other possible candidates are set out in the enclosure. liay I please
have your reply by 8 January?

N,
ov-t L

Ldadd

| Fplts
W
| \
(AL P LTS, Y. ewie- . : & ~
(faud:«:s (taad |9, fr < ) SI‘::\ oty (A = e Lo
M/kw%& Lo!
n(w
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Libyan Claims Dispute (FCO)

Defence Sales to Libya (MOD)

Falkland Islands (FCO)

W Arms Embargo against South Africa (FCO)

Military Assistance to Overseas Governments (FCO and MOD)
Political Progress in Northern Ireland (NIO)

"Challenger" Tanks (1OD)

Anglo~French Relations (FCO)

UN Peacekeeping Policy (FCO)

10. Hong Kong — Extension of Land Leases beyond 1997 (Fco)

11, Taking of Reprisals in time of War (FCO)

12, Individual Reinforcement Plan (MOD)

13. Civil Hydrography (Department of Trade)

14. Belize Force Level (110D)

15. Settlement with Cuatemala over Belize issue (FCO)

16. Armed Bodyguards for Diplomatic Representatives Overseas (FCO)
17. Aid Policy Review (FCO)

18. Termination of Association Status for Antigua, St Kitts-Nevis and Anguilla

CONFIDENTIAL



ek

o



i; CONFIDEN T i :

- : " - i P
ALW 040325 ]14]
. RECEIVED 1 Ry oY ND, 8
GRS 117 14 DEC1979
DESK OFFICi____ | REGISTRY |
INDE
CONFIDENTIAL A s /wémrﬁw

FM .FCO 121600Z DEC 79
TO PRIORITY BUENOS AIRES
TELEGRAM NUMBER 293 OF 12 DECEMBER
INFO PRICRITY PERSONAL FOR GOVERNOR PORT STANLEY.
FROM SAMD
MY TEL NO 238: FALKLAND ISLANDS
1. STRICTLY FOR YOUR OWN INFORMATION, YOU SHOULD KNOW THAT
MINISTERS WILL NOW BE UNABLE TO CONSIDER POLICY ON THE
FALKLAND ISLANDS AND ON NEGOTIATIONS WITH ARGENTINA UNTIL THE

. NEW YEAR.
2. THE MOST RECENT INDICATIONS IN YOUR TEL NO 379 SUGGEST THAT
WE ARE UNLIKELY TO COME UNDER RENEWED ARGENTINE PRESSURE IN THE
IMMEDIATE FUTURE. BUT YOU SHOULD OF COURSE REPORT ANY EVIDENCE
TO THE CONTRARY.

3. THE GOVERNOR AT PORT STANLEY MAY WISH AS NECESSARY TO KEEP
COUNCILLORS ABREAST OF WHERE MATTERS STAND.

CARRINGTON

FILES

S AMD

PS|MR R() kE?’
MR HARDINY

1
CONFIDENTTIAL
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Taken

FALKLAND ISLANDS AND 0D

T, I had a word with Mr Lyne on 7 December about the timetable
for Falkland Islands discussion in OD. It is now clear that 0D
will not be able to take this before Christmas. We should
therefore aim for as early a possible date in January and I should
be grateful if you could contact Mr Hastie-Smith in the Cabinet
Office to see what the possibilities are. It is, however, unlikely
that a firm date in January can be set this side of Christmas.

2is Mr Lyne also suggested that we might Like the Secretary of
State to secure agreement to interim action (i.e. for us to be
able to tell the Argentines that we agreed in principle to a
Ministerial exchange early in the New Year) before discussion of
policyﬁﬁégotiations in OD. I said that I thought this was not
required, since present indications are that the Argentines
continue to be fairly relaxed. We should, however, lLet Mr Carless
and the Governor know where matters stand on timings and ask the
former to keep us abreast of any signs of mounting Argentine
pressure between now and mid-January. But with Christmas only
two weeks away and the Argentine summer season about to start,

this does not seem very Llikely.

P R Fearn
South America Dept.

AN

10 December 1979
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SPEAKING NOTE FOR SECRETARY OF STATE ATzwﬂ. nlq
' nE.

{ |
.
14
it Sl WA B v

FALKLANDE [d4awds i

j e The last Government was involved in ongoing talks with the
Argentines about the future of the Falklands. By agreeing now to
resume these talks in our own time and on our own terms, we would

be able to keep the initiative rather than be forced to react to
Argentine pressures.

29 We should not be rushed on this, but ultimately we need to reach
some settlement with Argentine if (a) the Falklands are to achieve
sufficient stability to attract investment and release us from the
need to give’ substantial and permanent aid, (b) we are to avoid
massive defence expenditure, (c) we are to ensure for ourselves and
the Islanders a share of the region's resources (possibly including
0il) which no-one can exploit while the quarréL persists, and (d) we
are to maximise profitable trading relations with Argentina. To this

end, I would intend go ask Nicholas R;%Ley to meet his Argentine
v N male | o,

F AR s A St ‘,Q R ) ,
r“““‘\“\koke sort of leaseback arrangement, under which the Argentines got

nominal sovereignty [(which might meet their prestige requirement) [
while the Islanders continued for the foreseeable future to live under
British rule (which is what matters to them) might be explored in due
course.

our dee s Yo I
by Meanwhile ue—e+e—abeejrto exchanne Ambassadors with Argentinaé

as
th4s has already been announced ang/not evoked any great excitement .
In our public statements about the talks we would merely explain th t
we were resuming these with the consent of the Islanders, and no

dramatic developments were imminent.

-

(((6,\‘.,2,\ WL& SoN's h L\:,: L L&_’A’» 5\:9,\,\ :
hofoteod ol v wbocle W b LT
. CF e 2 _
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We arranged for OD to have its long-awaited discussion
on the Falkland Islands on 3 December, in the hope that by
then the Lancaster House Conference would be safely out of
the way and Ministers would have more time to devote to other
matters. However, it now seems certain that we shall still
be involved in the concluding stages of the Conference next
week; or if it has concluded, that it will not have done so
in time to allow for proper consideration of the Falkland
Islands. The Secretary of State therefore does not wish to
take the Falkland question through OD as soon as 3 December.
I have informed the Cabinet Office of this. I also said
that we did not wish to postpone the discussion for longer
than necessary, as we were concerned about the possibility
of adverse reactions from the Argentine Government to our
inability to negotiate with them. The Cabinet Office hope
to be able to arrange for 0D to discuss the Falklands in
mid-December, probably in conjunction with one other item.

When we have a new date, we should reconsider circulating
to OD the draft minute attached to your submission of
23 November.

Ry{jm/
(R M J Lyne)

27 November 1979

ce: PS/LPS
PS/Mr Ridley
PS/PUS
Mr Harding
Mr Hastie-Smith, Cabinet Office
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FALKLAND ISLANDS: OD CONSIDERATION

Problem

Dy 0D is to discuss policy towards Argentina in our dispute

over the Falkland Islands on 3 December.

Recommendation

2 I recommend that the Secretary of State should minute the

Prime Minister and his OD colleagues as in the attached draft.

Background and Argument

3. The Secretary of State circulated a memorandum (OD(79)31)
on 12 October as a basis for discussion by 0D on 17 October. The
Prime Minister asked, however, that this should be postponed until
after the end of the Lancaster House Conference. The Prime Minister
has since agreed that OD should resume consideration of this matter

at its meeting on 3 December.

4, The policy options set out in the Secretary of State's
memorandum of 12 October remain unchanged. The annexes to the
memorandum also remain valid, except for a few minor details
(viz. Annex 4, para. 4(ii): GEC have lost the nuclear equipment
contract; Annex 7, para. 6: Licensing revenue would in practice

be much less than £7.5 million).
VAT, SR
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5. There are, however, two subsequent developments of which

the Secretary of State should inform his colleagues: the decision
to restore Ambassadors with Argentina; and the invitation to the

Minister of State from his Argentine counterpart for an informal
exchange of views.

6. The JIC are also preparing an updated assessment of the

Argentine threat to the Falkland Islands (examined in Annex 5 to

the OD paper). The JIC have undertaken to circulate this assessment

before 3 December. This meets the suggestion previously made by
the Lord Chancellor.

T A Speaking Note for the Secretary of State's use at the

OD meeting on 3 December will be submitted nearer the time.

P R Fearn
South America Dept.
23 November 1979

CONFIDENTIAL
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Home Secretary _
Lord Chancellor A A Nt v ; it

Chancellor of the Exchequer
Defence Secretary
Lord President of the Council

Secretary of State for Trade

(245

C C Bright
South America Department
30 November 1979 K 274

Lord Privy Seal
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OD CONSIDERATION OF THE FALKLAND ISLANDS

=

taken as the second

lengthy discussion on Defence RPoil iteiy:s

25
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| The Private Secretary, Mr Lyne, tells me that the Falklands
item is now inscribed on the agenda for OD on 3 December.
item and will follow what

It will be

is expected to be a

Mr Lyne proposes that the Secretary of State should now minute

to the Prime Minister, copying to 0D colleagues, next week, informing
them of the 3 December schedule and making OD colleagues aware of any

recent developments e.g.
invitation to Mr Ridley.
assessment

Lom Mr

applying.
suffices. I think
4.

3 December.
Mr Carless

21 November 1979

Lyne's proposal

the Argentine Deputy Foreign Minister's

The minute could also mention the JIC

which we have commissioned.

hat e Will be ready

\
\\}\~JQ3%Q\A

G A Duggan
South America Dept.

(7(,,4)- A

'

v & A
r b

CONFIDENTIAL

is predicated on the previous paper still
We are urgently checking this to ensure that
it probably does.

g

I have warned the JIC of this timetable and they are seeking
to accelerate the process so t in time for
We are separately sending a copy of the assessment to

in Buenos Aires for his comments.
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I? I

ANGLO/ARGENTINE RELATIONS

The Prime Minister has seen your
letter to me of 12 November about resuming
discussion of the Falkland Islands in OD.
The Prime Minister agrees that the dis-
cussion should be resumed but does not
wish to do so before the European Council
meeting in Dublin. The Cabinet Office are,
I believe, thinking of having a meeting ﬁl‘fVﬂ
of OD in the middle of the week after lhﬂ‘. e
Dublin. Dec v

I am sending a copy of this letter and
of yours to Martin Vile (Cabinet Office).

710\/\/\ L)
ﬁ tha b I “

Roderic Lyne, Esq.,
Foreign and Commonwealth Office.
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Anglo/Argentine Relations

191 Takar

, 12 November 1979 -

In your letter of 15 October, you said that the e
Prime Minister had asked that discussion of the Falkland
Islands by OD on 17 October should be postponed until
after the Rhodesian issue had been settled. I spoke to
you about this shortly afterwards.

(: When the Foreign and Commonwealth Secretary saw the
Argentine Foreign Minister in New York at the end of
September Brigadier Pastor suggested a '"programme of work",
which included Mr Ridley meeting with the Argentine Deputy
Foreign Minister twice a year very informally with an
open agenda, switching to official meetings when there was
something agreed to be formalised. 4

The Argentine Charge d'Affaires called on Mr Ridley
on 2 November to convey an invitation from the Deputy
Foreign Minister, Commodore Cavandoli, to meet him in New
York in the next week or so. The meeting would be informal,
with no agenda, and would be aimed at enabling the Ministers

to become better acquainted in advance of further Falkland
discussions.

Ve do nol know for sure why the Argentines have

suggested this meeting at this time. We have repeatedly
made clezr to them that we are not yet ready to discuss the

‘:‘ Falkland Islands question. There is some possibility that
the Air Force, now in charge of the Argentine Foreign Ministry,
wants to be able to show that they are doing no less well than
their Navy predecessors and that discussions with us on
Falklands matters are in progress. If this were to help them
keep their wilder military colleagues in check, so much
the better for us.

To decline this invitation runs the risk of awakening
Argentine suspicions that we are simply stringing them along.
This carries with it the danger of their doing something

npredic e. However, we are not in favour of a meeting which
has no substaznce: the Argentines would want to talk about the
Falklang Islands and there is clearly as yet nothing for us
to say. Total silence on Mr Ridley's part would hardly
make for a constructive meeting. Mr Ridley has, therefore,
with the Secretary of State's agreement, sent the Argentine
Deputy Foreign Minister a polite but gentle message of regret.
We hope that this will hold the position for the time being;
but pressure on us to enter into substantlvg negotiations may
soon increase. Lord Carrington hopes that it will be rossible
for OD to take decisions on the Falklands by about the end of
November so that we shall be able to open negotiations at g




Michael Alexander Esq
10 Downing Street
LONDON
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TELEGRAM NUMBER 197 OF 24 OCTOBE
INFO BUENOS AIRES

YOUR TELNO 238 TO BUENOS AIRES: FﬁtﬁLﬁM@J

NEXT ROUND OF ANGLO/ARGENTINE NEGOT!ATIONS TO TAKE PLACE SOMEWHAT ol
LATER, RATHER THAN SOONER. | SPOKE AGAIN YESTERDAY AFTERNOON TO THE
STANLEY COUNCILLORS ON THE LINES SUGGESTED IN YOUR TUR. THEY

WVERE WELL CONTENT. ) SHALL PASS ON THE SAME MESSAGE TO THE '
COUNCILLORS NOW BACK IN CAMP.

PARKER

FILES

S AM D

PS

PS/LPS
PS/MR RIDLEY
PS/PUS

MR HARDING
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TELEGRAM NUMBER 238 OF 22 OCTOBER ' | 3 gt
INFO IMMEDIATE PERSONAL GOVERNOR PORT STANLEY -’

b\

FALKLAND |SLANDS

1, STRICTLY FOR YOUR OWN INFORMATION, YOU SHOULD
KNOW THAT MINISTERS HAVE DECIDED TO POSTPONE FURTHER
CONSIDERATION OF NEQOTIATIONb WITH ARGENTINA OVER THE
FALKLAND ISLANDS UNTIL AFTER THE IMMEDIATE RHODESIAN
ISSUED HAS BEEN SETTELED, WE SHALL PROBABLY NOT NOW

Br. ABLE TO HAVE A MEETING WITH THE ARGENTINES ON THIS
QUESTION BEFORE CHRISTMAS,

2., ARGENTINE CHARGE CALLED ON MR RIDLEY ON 19 OCTOBER

(TO PRESENT A FORMAL REQUEST FOR AGREMENT FOR THE ARGENTINE
CANDIDATE AS AMBASSADOR). MR RIDLEY TOOK THE OPPORTUNITY

TO EXPLAIN THAT RHODESIA AND THE LANCASTER HOUSE CONFERENCE
WERE OCCUPYING ALMOST ALL MY TIME AND MAKING IT IMPOSSIBLE
FOR ME TO GIVE DUE CONSIDERATION TO THE MATTER CF OUR TALKS
WiTH THE ARGENTINES. HE STRESSED THAT WE WERE NOT INTENDING
ANY DELAY AND RECALLED THAT HE HAD TOLD COMMODORE CAVANDOL |
Irl JULY OF HIS WORRY THAT §T MIGHT TAKE SOME TIME FOR MINISTERS
T9 WORK OUT OUR POLICY. HE NOW FEARED THAT TALKS IN NOVEMBER
WERE UNLIKELY, BLANCO ACCEPTED THIS BUT SAID HIS GOVERNMENT
WERE ANXIOUS ABOUT THE TIMETABLE, ADDING THAT THE MFA WERE
PLLEASED THAT WE HAD PUT FORWARD A CANDIDATE FOR AMBASSADOR,

3, IF THE ARGENTINES ASK WHEN WE ARE LIKELY TO BE ABLE TO
SiJGGEST DATES FOR RESUMED TALKS, YOU SHOULD DRAW ON MR RIDLEY’S
CONVERSATION WITH BLANCO AND REFER ALSO TO MY EXCHANGE

WiTH PASTOR IN NEW YORK, YOU SHOULD REASSURE THEM THAT IT IS
NOT OUR INTENTION TO DRAG OUR FEET. YOU COULD MENTION OUR
REQUEST FOR AGREMENT FOR OUR CANDIDATE AS AMBASSADOR AS A
FiRM AND NOTABLE INDICATION OF OUR WISH TG SET RELATIONS
QN A BETTER FOOTING. j |

CONFIDENTIAL /l4.YOU SHOULD
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’

i, YOU SHOULD REPORT IF THERE ARE ANY INDICATIONS OF THE i
ARGENTINES SHOWING OVERT IMPATIENCE OR CONTEMPLATING ANY =
ACTION TO PRECIPITATE A MEETING. - '

5, THE GOVERNOR AT PORT STANLEY SHOULD LET COUNCILLORS KNOW
OF THIS DELAY, PRESENTING IT POSITIVELY WS A CLEAR INDICATION
OF MINISTERS® WISH NOT TO RUSH MATTERS UNDULY BUT RATHER

T) GIVE THE FALKLANDS |SSUE THEIR FULL ATTENTION AND TO
ENSURE THAT FALKLAND |SLANDERS? INTERESTS ARE VERY CAREFULLY
WEl1GHED IN REACHING POLICY DECISIONS,

CARRINGTON

FILES

S AM D

PS

PS/LPS
PS/MR RIDLEY
PS/PUS

SIR A DUFF
MR HARDING

2
CONFIDENTIAL



CONFIDENTIAL iy
A =25, B
N D(L.y NE i Mre
/ hare Jfol«M Ao po Al
Lo and
gz ( LG T o A M gy A
wft €l

\Ei/ R gt A tpr gl
(first) ; fet .
e g ey 7 v e A T

‘Vf&wmf?z_sba— B

—

cc: Mr Harding } "f?'@ "
23 0CT 1979

FALKLAND ISLANDS: DELAY IN OD%CONSIDERATION
; 5

P

PR ma———

t

1. At Mr Ridley's meeting this morning with .“the‘Sec.Jetary of State,
they discussed the delay in OD consideration of the memorandum
circulated by the Secretary of State. They agreed that we had to
accept that some delay was inevitable, but that every effort should

be made to have it discussed as soon as possible.

24 Mr Ridley accepts that a meeting with his Argentine opposite
number may not now be possible before Christmas. He took the
opportunity of a call on him by the Argentine Chargé today (to
present formally a request for agrément for the Argentine candidate
as Ambassador) to warn Sr Blanco of the delay. He explained that
the Rhodesia problem and the Lancaster House Conference were taking
all the time and attention of the Secretary of State and his
colleagues, and that it was impossible for the Secretary of State
to concentrate on the problem of UK/Argentine talks. Mr Ridley
stressed that we were not intending any delay; indeed he had

said to the Argentine Deputy Foreign Minister in July that he was
worried that it might take some time to work out our policy inter-
Ministerially in London. Mr Ridley told Sr Blanco that he feared
that we would not be able to have the talks in November. Sr Blanco
accepted this, although he said that his Government in Buenos Aires
were anxious about the timetable. But he confirmed that his Foreign
Ministry was very pleased that we had now put forward a candidate
for agrement in Buenos Aires.

Diw In the light of these two conversations, Mr Ridley does not
himself consider that a letter should issue to the Private Secretary
at No. 10 on the lines of the draft attached to Mr Ure's submission
of 17 October.

4, He also considers that the draft telegram to Buenos Aires

should be re-worked in order to report to Mr Carless the exchange
with Sr Blanco today.

Viaw ST

J W Yapp
19 October 1979

CONFIDENTIAL
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FALKLAND ISLANDS

24007 1979 i

Problem
A 1 : B | {
- The Prime Minister. has asked that discussions by 0D of the

Falkland Islards should be postponed until after the Rhodesian issue

has been settled. What response is required?

Recommendation

o I recommend that the Private Secretary write to No 10 pointing
out the Llimits of delaying action if we are to avoid an adverse
Argentine response; and that we instruct Buenos Aires to report if

the Argentines appear to be getting restive. Drafts submitted.

Background and Argument
ruoaigude 2 4

B(E) 3. The Secretary of State found that the Argentine Foreign Minister

was fairly relaxed in New York about the timetable for resuming the

talks.
4. But despite the Foreign Minister's attitude, others have been
less relaxed. We have been putting the Argentines off for a
variety of reasons (impending General Election, new Government, etc.)
kpmd&;[\ for many months. Senior Argentine officials have been pressing us
14

for an early preliminary meeting and when Mr Ridley was in Buenos
Aires he was handed a sharply worded and importunate memorandum.

?v.wczb /| ) . . . -

6% We must also bear in mind that it is the Argentine military
commanders who have throughout been forcing the pace on the Falklands,
and although Brigadier Pastor and Commodore Cavandoli have military
backgrounds, they will find it difficult to sustain a moderate and
slow-moving policy in the face of pressure from more powerful

war lords.

5. For all these reasons I see dangers in too long or indefinite
a delay.
J B Ure
South America Department
p—
17 October 1979
CONFIDENTIAL \
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Falkland Islands

15 Optober 1979

The Prime Minister has seen the Foreign
and Commonwealth Secretary's memorandum of
12 October on this subject. She has asked
that discussion of the Falkland Islands by
OD should be postponed until after the Rhodesian
issue has been settled. She therefore does not
wish to take the Foreign and Commonwealth
Secretary's paper at Wednesday's meeting of OD.

I am sending a copy of this letter to the
Private Secretaries to the other members of
OD and to Martin Vile (Cabinet Office).

767/1/\/5 s
/ X&M /<25~M~»SW

G.G.H. Walden, Esq.,
Foreign and Commonwealth Office.
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Falkland Islands

The Prime Minister has seen the Foreign
and Commonwealth Secretary's memorandum of
12 October on this subject. She has asked.
that discussion of the Falkland Islands by
OD should be postponed until after the Rhodesian
issue has been settled. She therefore does not
wish to take the Foreign and Commonwealth
Secretary's paper at Wednesday's meeting of OD.

I am sending a copy of this letter to the
. Private Secretaries to the other members of
7% vf’q OD and to Martin Vile (Cabinet Office).

“%* e ;;wa Ko Sen

G.G.H. Walden, Esq.,
Foreign and Commonwealth Office.
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DEFENCE AND OVERSEA POLICY COMMITTEE :
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FALKLAND ISLANDS -; ? _ J
Memorandum by the Secretary of State for Foreign and » ,(j:)
Commonwealth Affairs ‘pﬂﬁvb

1s The Problem The Falklands are a British colony 350 miles off the
coast of Argentina (Map: Annex 1). The 1,850 Islanders - mostly sheep

farmers - are of British descent and wish to remain British. Argentina

has a long-standing and active claim to the Islands. The Labour
Government reopened exchanges with Argentina about the future of the
Islands, including sovereignty (terms of reference at Annex 2).
Argentina has been pressing us hard to continue these negotiations;

and we need to decide whether to do so, and if so with what intention.

e Background On historical and legal grounds (Annex 3), we are
confident that our sovereignty is soundly based. Nothing in the
. negotiations so far has eroded this. Equally, no progress has been made.

Nicholas Ridley visited the Islands in July to form a first-hand
impression and to reassure the Islanders that no solution of their prob-
lem would be brought before Parliament unless it had their backing; they
are not averse to our continuing talks with Argentina; they are open for
an acceptable settlement to be found. Meanwhile Argentina, under a
militaristic regime, might at any time subject us to economic pressures
(Annex 4) or political and military harassment (Annex 5); although

the Argentine Foreign Minister spoke reasonably to me in New York last

month (Annex 6).

s Our objectives in the dispute include the following:

i) to defend the right of the British settlers to remain under Britishi |!|

administration
ii) to end a dispute which is damaging to the economy of the Islands

(Annex 4) and to our trade with Argentina (Annex 5), damaging to
|

1

international relations (most of the UN vote against us) and which
could provoke a bitter political controversy at home (eg over the

action to be taken following an Argentine assault).
iii) to ensure that the UK derives advantage from the economic resource
of the area: possibly oil and certainly fish (Annex 7).

=
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¥ | Argentine objectives appear to include:
. 7

it achi i . 3
hieving nominal sovereignty for reasons of national pride. The
A .
rgentines do not seem to want to "colonise'" the Islands.

g -
€curing a share of the offshore economic resources

15
5 s : : : -

i1) a possible non-national objective in providing a cause to further
the ambitions of

individual Argentine officers.

Dl Three broad options appear open to the UK:

we could refuse to talk to the Argentines and opt for a would-be
“"Fortress Falklands". This would almost certainly cause them to
cut off Vital supplies (eg fuel) and communications (air services)
and possibly to harass British shipping. The Islands would be
condemned to economic decline and would become a heavy burden on
the British aid budget. There would be a serious threat of
Argent%ée invasion, which would require the long-term commitment
of substantial British forces (Annex 8).

b) we could talk to the Argentines but refuse to make any conces-

sions on sovereignty. This would lead to a break-down of the talks,

probably sooner rather than later, and reversion to option (a)above.
c) we could adopt a more constructive approach. The Argentines will
demand sovereignty. We cbuld explore with them various arrange-
ments (Annex 9) as a way of keeping the negotiations going, while
preserving our essential interests (paragraph 3). We would seek
agreements on economic co-operation to the benefit of both sides,
paving the way for profitable developments in the South West Atlan-
tic and Antarctica. The lack of political settlement is preventing

the exploitation of possible resources such as oil and fish.

6. Conclusion I therefore invite my colleagues to agree that the FCO
should resume talks with the Argentines at Ministerial level. The
purpose of the talks in the first instance would be to explore, without
commitment, political and economic solutions. I would then propose to
report back to the Committee and would consult on all matters of concern
to other Departments. We would seek not to rush matters: so long as
the Argentines believe we are negotiating seriously, they will desist
from precipitate action. Publicly, we would merely announce that we

were continuing a series of talks already in being.

Foreign and Commonwealth Office

12 October 1979
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K ANNEX 2

FALKLAND ISLAN

DS: TERMS OF REFERENCE FOR NEGOTIATIONS (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
Falk]apd 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 sovereignty, with regard to the Falkland
Islands, South Georgia and South Sandwich Islands, and
economic cooperation with regard to the said territories,
in particular, and the South West Atlantic, 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 sovereighty between the two states, and
the establishment of a framework for Anglo-Argentine
economic cooperation which will contribute substantially
to the development of the Islands, and the region as a
whole.

A major objective of the negotiations 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.

The agreement to hold these negotiations, and the
pnegotiations 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 2nd places at which they will be beld, will
be determined by agreement between the two Governments.

11 necessary, special Working Groups will be established.
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ANNEX 3%

THE BRITISH AND ARGENTINE HISTORICAL AND LEGAL CLAIMS TO THE
FALKTANDS ISLANDS AND DEPENDENCIES

HISTORICAL
A~' THE BRITISH CLAIM

1. The British title rests primarily on Britain having acquired
certain prescriptive rights by virtue of 146 years (i.e. since
18%%) of open, continuous, effective and peaceful possession,
occupation ?nd administration of the Islands.

2. Before 18%%, the situation as regards discovery, occupation
and title was confusing: the first British settlement was
established in 1765-6 at Port Egmont (West Falkland Island) by
Commodore John Byron who took formal possession of the harbour 'and
all the neighbouring islands' for King George III; in 1767 the
FPrench (who had previously estéblished a settlement) sold their
rights to Spain; in 1770 the British were expelled by a Spanish
force but Spain subsequently agreed to a return to the status quo.
Britain withdrew her settlement in 1774 for reasons of economy
but, like Spain, maintained her title to the Islands. The
Spaniards retained a small settlement until 1811. During the
period of the emergence of an independent Argentina (1811-1820),
the Islands were uninhsbited and seem to have been regarded

in practice as terra nullius. In 1820 the Buenos Aires government

sent a ship to the Falklands to proclaim its sovereignty. A
settlement was established in 1826 despite British protests.

At its peak in 1829 the Argentine colony totalled about 100 people.
In 1831, the Argentine fort was destroyed by US warships. By

1832 the settlement had been abandoned and the settlers had

dispersed.

3. In 1855 Britain reassumed her exercise of rights of

sovereignty in the Islands by sending a British warship to expel”
the remaining members of the Argentine garrison (total 35).

British administration of the Islands was resumed; the first Britjep
Governor was appointed in 1845,

/B.
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B. THE ARGENTINE CIAIM

4. 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 Spain'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);

c) 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;

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

from close association with Argentina.

5. 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.

C. THE DEPENDENCIES

6. The Dependencies of South Georgia (annexed by Captain Cook)
and the South Sandwich Islands (discovered by Cook but not
annexed until 1908), are administered by the Falkland Islands
Government. There has been a British Government station on South
Georgia since 1909; now the site of an all year round British

intarctic Survey Station.

/7.



7. Argentina has from time to tin
Dependencies and contimues to do s
different times been based on proximi
inheritance of title from Spain. A ‘

Georgia in 1927 and the South Sandwich Island ¢
Majesty's Government rejects all these claims, as W
or historic foundation.

e

D. TALKS

8. Anglo/Argentine exchanges on the Falklands date from 1966,
following the December 1965 United Nations Resolution inviting
both parties to hold discussions and to find a peaceful solution.
The exchanges have been intermittent and have taken different
forms. The most active periods have been 1967/8, 1972/3 and |
1977/9. Differences over sovereignty have been central: we i
" have never been able to get the Argentines to accept our view
that sovereignty cannot be transferred against the wishes of the
Islanders; we have refused to accept the Argentine formula |
recognising only the "interests" of the Islanders. On the other 7 ‘ ]

hand, there has been progress on practical measures to improve the

lot of the Islanders through co-operation with Argentiﬁa. Tnsdoan, !
agreements were signed on air and sea communications, postal :
services, education and medical facilities for Falkland Islanders |
in Argentina and customs measures. In 1974, agreements were ;
signed facilitating trade and the carriage of goods between the
Islands and Argentina and to allow the Argentine State Petroleum ' ;
Company (YPF) to supply the Islands with petroleum products.

The 1976 Shackleton Economic Survey of the Tslands concluded

that Argentine economic co-operation was essential for a

viable economic future.
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International Court of Justice

15. The question of British sovereignty over the Falkland Islands
and their Dependencies has not been submitted to the International
Court of gueticc or to any other international arbitration.

Since Argentina has not accepted the compulsory jurisdiction of
the International Court of Justice, any reference to the Court

could only be made with the agreement of the Argentine Government.

14. 1In 1947 and subsequently HMG offered ® submit the dispute
over Argentine claims in the Dependencies to the International

Court of Justice. 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.
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ANNEX 4

EQONOMIC HOSTAGES TO FORTUNE

(e Measures of economic harassment/warfare against the Islands
and against wider British interests represent a soft option
which Argentina could implement without difficulty and at

no great cost to herself. There are a number of possibilities.

Measures against the Islands

2. Argentina could blockade the Islands e.g.

i) abrogate the Anglo-Argentine Communications Agreement
of 1971, cutting passenger links with the outside world
and the air freight seryice. There is no feasible
alternative to the air service and normal passenger
services would cease;

ii) cease to provide fuel: alternative supplies could be
provided, by the Falkland Islands Company or by the
RN RFA which biennially tops up the Admiralty oil tanks
at Port Stanley. A return journey by RFA would
cost £0.4 million (£0.1 million real extra cost);

iii) cut off supplies of food stuffs, cancel scholarships for
Falklands children in Argentina (14 per year) and suspend
medical co-operation (50-60 cases per year). Such
facilities could only be replaced in the UK;

iv) interfere with British shipping to the Islands which are
almost entirely dependent on the United Kingdom for their
trade. Exports (almost entirely of wool) are marketed
via' the UKy 85% of imports originate from the UK. MOD
have assessed that in such circumstances we should need to
provide a Naval Task Force (consisting of a helicopter
cruiser or guided missile destroyer, frigates, possibly a
fleet submarine and supporting RFAs) periodically to

escort shipping to the Islands. Each operation would

/take
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take at least 6 weeks and would cost £4.1 million

(real extra cost - essentially fuel - £0.4 million).

2 The effect of such measures, or a selection of them,
i yould be cumulative. In the short term, life on the Islands
would continue to be tolerable. But a prolonged blockade

would have a disastrous effect on Islander morale.

Measures against wider British interests

4. Our:economic interests in Argentina are as follows:
i) Trade: Argentina is our third largest market in Latin

America. In 1978, UK exports were £114 million (5.7 %
of total import market). Argentina exports to UK in
1978 were £153 million. Our major exports are
machinery, vehicles and transport and tele-communications
equipment: Argentina could orchestrate industrial and/
or bureaucratic action against such exports and could
easily find replacements elsewhere. Our major imports
from Argentina are meat, textiles and oilseeds.

(Details attached);

ii) Major contract business in prospect: GEC are bidding to

supply turbines and associated equipment worth £100 million

for a nuclear project in co-operation with the Canadians.
GEC need the business badly;

iii) UK Investment: British commercial assets (9% of total

Argentine foreign investﬁent) worth over £200 million
could be expropriated. British investors include ICI,
British Steel, GEC, Shell, Coates, Babcock and Wilcox;

iv) Invisibles: UK freight receipts from trade carried

in British ships to and from Argentina total some £7 million

annually;

v) Outstanding ECGD Lliability: Argentina has a good payments

record but could renege on current outstanding ECGD
liability amounting to £120 million on the Arms Account;

and £71 million on the Commercial Account;

/vi) Defence
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Vi) Defence Sales Contracts: could be cancelled, awarded

to our rivals or continue to be out of our reach:

a)

b)

c)

d)

Signed - £70 million (Sea Dart missile - £30 m;
Westland Lynx helicopters - £35 m; Blowpipe

missile system - £5 m);

Under negotiation - £45 m (Aircraft Head-up

display equipment - £10m; Ancillary equipment for
frigates being built in West Germany - £35 m);

In prospect - £400m (Hawk jet trainer - £100 m;

Sea Harrier - £150 m; Mine counter measures

vessels =T£150 m);

Frustrated - £740 m: the Falklands issue influences
sales in two ways. It is our policy still, where
possible, not to supply equipment to Argentina with
which they could threaten the Falkland Islands.

In the last year, the sale of 2 Yarrow support
vessels to the value of £40 million was not purused
for this reason. On the Argentine side we are
convinced thaf the issue was an important factor in
our failure to Land the contract in 1978 for the supply
of 6 frigates (worth £700 m).

5. The British community in Argentina numbers some 30,000

of which over 17,000 hold British passports. Argentina's

human rights record, past and present, is bad. Individuals

could easily suffer harassment, if not worse.
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ANNEX 5

THE ARGENTINE THREAT: POLITICAL AND MILITARY

Political

3 1% AlLL Argentine regimes subscribe to the sovereignty claim
over the Falkland Islands and Dependencies. The claim is not
just a matter of law but of national honour and machismo.

It fits in with military and nationalist pre-occupation with
"sovere%gﬁty", inspired partly by fear (about national
security) and partly by ambition (the historical rivalry with
Brazid) .

2. The Argentines ability to focus on the Falkland Islands
issue is conditioned by internal and external factors.

There are few current distréctfons. Internal subversion, the
military's first target after the March 1976 coup, has been
largely contained. Economic progress, though with problems
about inflation, enabled the armed forces to undertake
extensive arms purchases and orders in 1978 (estimated at

82-4 billion)

5y Other foreign policy issues are less pressing. During
1978, Argentine attention was focused primarily on the

dispute with Chile over the Beagle Channel. This came close
to a shooting war, prevented at the last minute only by the
intervention of the Vatican with its offer of mediation. The
Vatican seems Llikely to play this process long and slow.
Differences with Brazil and Paraguay over the exploitation of
the hydro-electric potential of the Parana River, whose

waters they share, are receding.

4. President Videla is moderate, given neither to gambling nor

to flamboyant gestures. Although the Junta has the power to
overrule him, he has in office been a force for moderation. He
ijs due to retire in March 1981. His successor may be the

Army Commander General Viola, also moderate, but he is alsp

/scheduled
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scheduled to retire at the end of 1979. The Army will appoint
successors to both but there will be extensive inter-service
and intra-army jockeying for position and power. The Junta
will resist any return to meaningful democratic processes,

even though pressures may build up, fuelled by economic unrest
because of inflation and pursuit of higher wages. Foreign

success may be sought to bolster its position.

Sle It was in similar circumstances of internal uncertainty

in the months before the 1976 coup that Argentina came closest
to military action against the Falkland Islands. Ambassadors
were withdrawn. The Argentine Navy, under the hawkish

Admiral Massera, sought to improve its internal standing by
open threats, leading to the firing on the unarmed Royal
Research Ship Shackleton. The establishment of a base on
Southern Thule in the Dependencies took place in November 1976,
after diplomatic exchanges which led to negotiations, had begun.
The Argentine Navy has regularly sought to assert Argentine
maritime sovereignty in the South West Atlantic, either by
licensing mechanisms or by naval and air patrolling, including
the use of force against East European trawlers. Admiral
Massera retired in September 1978 but retains political
ambitions. Since then, the Air Force has had control of the
Foreign Ministry but faces increasing criticism for lack of

progress on the Falklands issue.

6. The heat was only taken out of the Falklands dispute in
1976 when we showed a willingness to negotiate. The four
rounds of negotiations which followed between 1977 and 1979 (Rome
July 1977, officials; New York, December 1977, Ministers;
Geneva, December 1978, Ministers; New York, March 1979,
Officials) were'based on the prospect of some deal on
sovereignty being possible. We kept the Argentines in play
only with difficulgy and there was continuing suspicion among
tte Argentine officials about the genuineness of our intentions,
The Argentines became increasingly impatient about British
delaying tactics, although they were willing to accept that

the imminence of a general election caused us difficulties,

/They
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They have since accepted that the new Government needs time

to study the situation. But there is a Limit to the time

they will wait on us. They have already indicated this in

the Aide Memoire given to Mr Ridley as he left Buenos Aires

in July, in which the March 1979 round was described as "a
regrettable step backwards"” and in which they stated "negotiations
should be at a more dynamic pace".

Military

e If'the Argentines conclude that there is no prospect of real
progress towards a negotiated transfer of sovereignty, there

will be a high risk of their resorting to more forceful

measures, including direct military action. Argentina has the
capability to capture the Islands. Im197%, "the' ChiYefs of

Staff considered that Argentina could mount any of the following

operations:

a) A Seaborne landing at up to Brigade strength (using
Marines alone) in Naval Transports and Landing Ships
supported by up to six Destroyer/Frigates, one Cruiser,
two Submarines and one Aircraft Carrier (operating

helicopters and A/S aircraft).

b) An air landed operation at up to Brigade strength supported
by ground attack aircraft (about one hundred of various

types are available).

c? Harassment of British shipping with Naval surface and
submarine units and/or aircraft. The Argentine Navy

has a long range maritime air surveillance capability,

8. The Argentines could also without great difficulty occupy
the uninhabited Dependencies (they retain the scientific
station on Southern Thule, which we regard as illegal) and/or

arrest the British Antarctic Survey Team based in South

Georgia.
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ANNEX 6

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 Carlos Ortiz de Rosas whom he
inﬁroquced 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 officials

to London. He mentioned his own memories of Britain and of
British aircraft which he had flown. He described the expansion
of the Argeﬁtige 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
 Islands, Brigadier Pastor said that there were two basic facts to

be remembered. First, the Islands were along way down in British

priorities but at the top of the list 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.

4. 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.

/b)
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b) Mr Ridley and his Argentinian opposite number should
meet twice a year very informally with an open agenda,
switching to official meetings when there was something i
agreed to be formalised. i
é
L QT 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
Britain. As with the similar case of Gibraltar, British opinion

would not countenance any solution which ignored the inhabitants

of the territories concerned. The problem was thus difficult, !
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 té 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.

Gs 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. 1in the Fourth Committee.

I explained that if I were 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.

CONFIDENTIAL
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ANNEX 7
MARITIME AREA: ECONOMIC POTENTIAL

01l

»1.. The presence of o0il is not yet proven: only drilling could

do that. The uncertain political context of the Falklands

dispute means that the oil industry would not risk the substantial
investment involved.

2. The FRalkland Islands and Argentina are situated on the

same continental shelf. The Argentines claim the whole of this
shelf. The oil industry regard the shelf (both offshore Argentina
and off the Falklands) as a potential prospecting area. Seismic
surveys indicate the most promising area to be the Malvinas Basin
which straddles the putative median line. If and when licences

to explore and drill became avgilable, the industry would be
interested. But it is not a priority area because

a) water depths pose problems for existing technology
(drilling should become feasible in the next 10/15 years);

b) the industry steer clear of areas where territorial
disputes exist;

d) successful exploration/exploitation of the Falklands
shelf would require a significant mainland base which
would mean the agreement, if not direct involvement,
of Argentina in any operation.

Fish

%. There are fish but distance poses problems.

4. The waters around the Falklands and their Dependencies have
been fished on an increasing scale in recent years primarily by
the Soviet Union, Poland and Japan. But there is less incentive
for the British fishing industry, which has shown little interest,

/because
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because, MAFF believe,

a) domestic requirements for white fish are adequately
met from our own waters; and

b) a commercial fishery in the South West Atlantic
would probably not be viable: frozen white fish from
such a distance would have to compete with plentiful
supplies from nearer at hand (e.g. North America,
Igeland and Norway).

5. The White Fish Authority have examined the commercial
possibilities and have concluded that British industry could fish
these waters profitably only by using a fleet of freezer trawlers
with a mother ship based in the Islands. But the industry's
fleet of such vessels is at prgsént gainfully employed in home
waters. Moreover the industry say they would only undertake a
venture around the Falklands if subsidised by Government.

Maritime Zones

6. Argentina regards these seas as hers. No 200 mile fishery
zone around the Falklands and their Dependencies has yet been
declared by the UK because of the dispute; Ministers decided

that to do so would jeopardise the talks. We consider them

high seas. This impasse currently lets in third country vessels.
However, if a 200 mile fishery zone were declared, as much as
£7.5 million per annum might theoretically accrue to the Islanders
as licensing revenue; in practice, few would-be licensees would

be likely to want to take a position in favour of such a
unilateral declaration by actually making licenCe payments to

the Falklands Government.

CONFIDENTIAL
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ANNEX 8
IMPLICATIONS OF DEFENDING THE FALKLAND ISLANDS

l.. The Islands are some 7,500 miles from the UK and under
400 miles from the Argentine mainland. They are militarily
indefensible against a full scale attack except by major
diversion of our current military resources. This would cause
considerable difficulties in fulfilling our other commitments
(NATO, NortHern Ireland and elsewhere.) Extra defence
expenditure would also be involved.

Current Defence Measures

2. The Falklands are currently defended by a permanent

detachment of 40 Royal Marines based in Port Stanley. They are

* supported in this during the Antarctic summer (roughly December

to March) by HMS ENDURANCE, an ice patrol vessel with limited
armament which provides a Royal Naval presence in the area as well
as carrying out scientific work on behalf of the British

Antarctic Survey. Thesé measures cost the MOD some 3.5 million
pounds per annum. They provide only a symbolic deterrent and

would be effective only against small scale, adventurist incursions.

Measures to Counter Argentine Invasion Threat

%2. To counter a sudden and serious maritime threat to the
Felklands, the Dependencies or to British shipping in the area,
the MOD has assessed that it would be necessary to deploy in the
area a balanced Naval Force of the order of one guided missile
destroyer, three frigates and supporting RFAs and, possibly,

one nuclear powered submarine.

4. To provide a credible deterrent, in the face of an increased
threat of military invasion, would require timely reinforcement of
the current garrison by at least a force of an RM Commando Group

znd a Blowpipe Air Defence Troop.

/5.
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5. Should the Argentines invade before a deterrent force is
deployed, or if the deterrent force failed, recovery of the
Islands would require a force of at least Field Force (formerly
called a Brigade Group) strength. Such a force would require
p?otection similar to or greater than the force mentioned in
baragraph 5. At the very best such an expedition could not
reach the Iélands in under a month. The remoteness of the
Islands, their limited airfield facilities and the fact that the
only alternative airfields which could be used in cases of
emergency are in Argentina would make reinforcement by air
impossiblé and make re-supply extremely difficult.

Effects of Increased Defence Commitments

6. Buch a diversion of our military resources would have far-
reaching effects. The commitment could be open-ended.
Reinforcement and re-supply of a. garrison in a hostile
environment some 7,500 miles distant from home would present
major problems. The deployment of HM ships to the area would
have a progressively adverse effect on the availability of RN
resources for the Alliance. The deployment of a Field Force would
have significant implications for BAOR and for our planned
roulement of troops in Northern Ireland. It would further
exacerbate the problem of over-stretch in the Army. These
problems would get progressively worse the longer the force was
required to remain in the area. There could also be implications
for our national commitments in Hong Kong and Belize. Any long
term deployment could require additional manpower and equipment
not currently available to MOD.

Costs

7. Broad estimétes of the financial costs are set out below.

They have been calculated both on an operating cost basis to shoy
the costs which equipment and forces in any event incur on
existing duties; and on an extra cost basis to show the additiona]
expense of a specific Falklands deployment. :

SECRET



Operating costs

annually

Balanced Naval Force - £35m
[(para 3)
R Commando Group/Blowpipe £7.8m
Air Defence Troop

(para 4)
Field Force v £23%m
(para 5)

4

Extra costs
annually

£3%.6m

£0.6m

£3m

These costs do not take account of the following (which cannot

be assessed without detailed study):

a) to sustain the Balanced Naval Force in the area over a

period could take at least three ships to maintain one

ship on station

b) capital losses and expendable war stocks

c) any additional naval or air support necessary for the

deployed forces

d) deployment, long term accommodation and supply costs.

SECRET
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ANNEX 9

FALKTAND ISLANDS: SOVEREIGNTY OPTIONS

I "Fortress Falklands"

l. This is the idea that we need make no sovereignty concessions- i
to Argentina,in that, if we stand firm, the Argentines will give

way or, otherwise, we would be able to defend the Islands

against any attack, direct or indirect. The concept is false.

The Argentines are not going to give up a sovereignty claim they

have maintained for decades.

2. The economic and military costs in attempting to defend and
maintain our position in the Islands are looked at in Annexes

4 and 8. We could not expect support from anyone in adopting such

a position, certainly not Chile, Uruguay or Brazil, to whom we

have to look for alternative tfansit facilities. We are in a
minority of one in the United Nations on this issue. The "fortress"
concept would effectively prevent all developments of the Islands.

II Sovereignty "freeze™™

3. This would require Argentine agreement to leave the sovereignty
dispute in abeyance for a given.period, say %0 years, at the end

of which we would both review the sovereignty 'claim. There is
nothimg in this that would appeal to the Argentines, who want some
early progress on the sovereignty front.

III Joint sovereignty or Condominium

4. The Anglo/French condominium of the New Hebrides is an

example: co-sovereignty would have to lead eventuallyto
co-administration. It would present extremely complicated problems.
It would be unacceptable to the Islanders because it would

involve Argentine intervention in their way of life in one form

or another. It would probably be unacceptable to the Argentines

in that it wuld involve their admitting the UK to a joint

/share
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share of sovereignty which they want exclusively.

IV A "Mixed Approach"

5. We would seek to differentiate between territory, in which
the Argentines are primarily interested, and people, which is
the main butden of our concern. We would agree to concede
sovereignty over the uninhabited Dependencies and the maritime
zones to Argentina who would abandon her sovereignty claim over
the inhabited Falkland Islands. This would be unacceptable to
Argentina‘bécause it would not involve the concession of
sovereignty over the Falkland Islands which they are seeking.

V Other Models

6. Two existing examples of shared sovereignty are:

a) Spitzbergen where Norway has sovereignty but other
powers have the right of "economic access".

b) The Aaland Islands where Finland has sovereignty 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 British

way of life.

VI Leaseback

7. We would concede to the Argentines sovereignty over the
Falkland Islands, the Dependencies and their Maritime Zones.
Argentina would simpltaneously give HMG lease over the Falkland
Islands and South Georgia (where we have an Antarctic base) and
their territorial waters and agree on equal co-administration of
the economic resources of the lMaritime Zones and seabed pertaining
to all the Falkland Islands and Dependencies.

/8.
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8. A perpetual lease would be best but the Argentines are most
unlikely to agree to this. The term would have to be negotiated:
we would try for say 99 years but might have to settle, as a
last resort, for something shorter. If the period were short,

it might be necessary to devise special arrangements to enable
some of the Islanders to settle in the UK but, if the economy
were to blossom in the period agreed, only a few people would be
involved, particularly the older generation.

VII Arbitration and Mediation

9. The Argentines have consistently refused to have the dispute
put to arbitration. Argentina has not accepted the compulsory
jurisdiction of the International Court of Justice. Even if they
did accept, arbitration would confront us with a decision that
would either oblige us to hand over the Islands, without regard

- to the wishes of the Islanders; or confirm British sovereignty

and arouse profound Argentine resentment, with serious results
for our interests (see Annex 4). The Argentines refused to
accept the 1977 decision of an International Court of Arbitration
on their dispute with Chile on sovereignty over the Islands in
the Beagle Channel.

10. There is little possibility of a successful mediation,

which pre-supposes some common ground between the parties
(Apnex 3).

CONETDENTIAL
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FALKLANDS: OD MEETING |

1. The Secretary of State has circulated to his 0D colleagues

a paper on the Fakland Islands; this is to be discussed at an
OD meeting on Wednesday 17 October.

2 I submit a speaking note with which the Secretary of State

could introduce his paper.

v @

J B Ure
South America Department

15 October 1979
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SPEAKING NOTE FOR SECRETARY OF STATE AT 0D .

l |
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FALKLANDS

i The last Government was involved in ongoing talks with the

Argentines about the future of the Falklands. By agreeing now to
resume these talks in our own time and on our own terms, we would

be able to keep the initiative rather than be forced to react to
Argentine pressures.

2 We should not be rushed on this, but ultimately we need to reach
some settlement with Argentine if (a) the Falklands are to achieve
sufficient stability to attract investment and release us from the
need to give substantial and permanent aid, (b) we are to avoid
massive defence expenditure, (c) we are to ensure for ourselves and
the Islanders a share of the region's resources (possibly including
0il) which no-one can exploit while the quarrel persists, and (d) we
are to maximise profitable trading relations with Argentina. To this
end, I would intend to ask Nicholas Ridley to meet his Argentine

opposite number before the end of the year.

57 It is too early to say what a final settlement might be, but

some sort of leaseback arrangement, under which the Argentines got
nominal sovereignty (which might meet their prestige requirement)
while the Islanders continued for the foreseeable future to live under
British rule (which is what matters to them) might be explored in due

course.

4. Meanwhile we are about to exchanne Ambassadors with Argentina;
this has already been announced ang?got evoked any great excitement.
In our public statements about the talks we would merely explain that
we were resuming these with the consent of the Islanders, and no

dramatic developments were imminent.
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Foreign and Commonwealth Office

London SWIA 2AH

AL

12 October 1979 | B

Dear Mar, ;

FALKLAND ISLANDS

i I enclose an advance copy of the
paper which the Foreign and Commonwealth
Secretary is circulating for discussion
by OD on Wednesday, 17 October.

ﬁt‘vw) wowev

;Eszevvfc .ézjuvf

(R M J Lyne)

M O'D B Alexander Esg
10 Downiayg Street
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Private Secretary

|
”

FALKLAND ISLANDS | ,' }
1. We discussed the Secretary of State's points on the draft

OD Paper. I now attach a revise with:

a) new paragraphs 5(c) and 6, excluding any mention of

Lease-back

b) additional paragraphs to Annex 9 (Sovereignty Options),

covering Arbitration and Mediation.
2. Mr Harding and Mr Ure have seen and agreed.

3. We shall submit separately early next week Speaking Notes
for the Secretary of State for the 0D discussion on Wednesday,
17 October.

\

\

M ey oun

G A Duggan
12 October 1979 South America Department

cc: PS/Mr Ridley
PS/PUS
Sir E Youde
Legal Advisers
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Vi FROM: Reference
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DEPARTMENT: TEL. NO:

SECURITY CLASSIFICATION TO: Your Reference

Top Secret

Secret
. Copies to:
Confidential
Restricted

Unclassified

PRIVACY MARKING SUBJECT:

.................. In Confidence FALKLAND ISLANDS

1. The Problem The Falklands are a British colony 350
miles off the coast of Argentina (Map: Annex 1). The
1,850 Islanders - mostly sheep farmers - are of British
descent and wish to remain British. Argentina has a
long-standing and active claim to the Islands. The
Labour Government reopened exchanges with Argentina
about the future of the Islands, including sovereignty
(terms of reference at Annex 2). Argentina has been
pressing us hard to continue these negotiations; and we
need to decide whether to do so, and if so with

what intertian.

2. Background On historical and legal grounds (Annex 3)

we are confident that ar sovereignty is soundly based.

Nothing in the negotiations so far has eroded this.

Enclosures—flag(s)........... |

Equally, no progress has been made. Nicholas Ridley

visited the Islands in July to form a first-hand impression
and to reassure the Islanders that no solttion of their
problem would be brought before Parliament unless it hagq
their backing; they are not averse to our continuing

/talks,
56-ST Dd 0532078 12/78 HePLtd Bly
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talks with Argentina; they are open for an : el
: ii) securing a share of the offshore economic resourc

acceptable settlement to be found. Meanwhile . . . et s
iii) a possible non-national objective in providing a
Argentina, under a militaristic regime, might at any . .
; L cause to further the ambitions of individual
time subject us to economic pressures (Annex &4) or

Argentine officers.
political and military harassment (Annex 5); although

the Argentine Foreign Minister spoke reasonably to me .
5. Three broad options appear open to the UK:

in New York last month (Annex 6). . ' 4
a) we could refuse to talk to the Argentines and op

for a would-be "Fortress Falklands". This would
3. Our objectives 1In the dispute include the

almost certainly cause them to cut off vital
following:

supplies (e.g. fuel) and communications (air
i) to defend the right of the British settlers to

services) and possibly to harass British shipping.
remain under British adminstration

The Islands would be condemned to economic decline
ii) to end a dispute which is damaging to the

and would become a heavy burden on the British aid
economy of the Islands (Annex 4) and to our

budget. There would be a serious threat of
trade with Argentina (Annex 5), damaging to

i Argentine invasion, which would require the long-term
international relations (most of the UN vote

i commitment of substantial British forces (Annex 8).
against us) and which could provoke a bitter

iti 5) we could talk to the Argentines but refuse to make
political controversy at home (e.g. over the

i any concessions on sovereignty. This would lead to
action to be taken following an Argentine

Le) a break-down of the talks, probably sooner rather
assau A

i ! later, and reversion to option (a) above.
iii) to ensure that the UK derives advantage fy4% the ' 41 than i
economic resources of the area: nossibly oil 3
i i { dopt a more constructive approach. The
and certainly fish (Annex 7). | c) we could adop

Argentines will demand sovereignty. MWe could explore

i j i i various arrangements (Annex 9) as a way of
4. Argentine objectives appear to include: with them

ievi i i i the negotiations going, while preserving our
i) achieving nominal sovereignty for reasons of keeping g

national pride The Argentines do not seem to essential interests (paragraph 3). We would seek

N economic co-operation to the benefi
want to "colonise" the Islands. agreements on , t
of both sides, paving the way for profitable

developments in the South West Atlantic and

/i)

/Antarctica
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Antarctica. The lack of political settlement is
preventing the exploitation of possible resources

such as oil and fish.

6., Conclusion I therefore invite my colleagues to agree
that the FCO should resume talks with the Argentines at

Ministerial level. The purpose of the talks in the first

N

oD (79231
. October 1979 COPY NO

CABINET

DEFENCE AND OVERSEA POLICY COMMITTEE

| FALKLAND ISLANDS

Memorandum by the Secretary of State for Foreign and
Commonwealth Affairs

i The Problem

The Falklands are a British colony 350 miles off

instance

would be to explore, without commitment, political

and ecommic solutions.

I would then propose to report back

the coast of Argentina (Map: Annex 1). The 1,850 Islanders -
mostly sheep farmers - are of British descent and wish to remain

to the Committee and would consult on all matters of concern

British.
Islands.

Argentina has a long-standing and active claim to the
The Labour Government reopened exchanges with Argentina

to other Deparmtnets.

We would seek not to rush matters:

so long as the Argentines believe we are negotiating
seriously, they will desist from precipitate action.
Publicly, we would merely announce that we were continuing

a series of talks already in being.

about the future of the Islands, including sovereignty (terms of
reference at Annex 2). Arigntina‘has been pressing us hard to
continue these negotiatians;\and‘ue need to decide whether to do so,
and if so with what inténtﬁonﬁ

2. Background On historical gnd l!ga[ greunds (Anmex 3), we are
confident that our sovereignty k ! :
negotiations so far has eroded
made. Nicholas Ridley visited
hand impression and to r
their problem would be E?Gﬂ
backing; they are nc
they are open fbf‘im‘a
Argentina, under a m]

to economic press
ment (Annex 5),



resources of the area: possibly oil and certainly fish

(Annex 7).
4. Argentine objectives appear to include:
i) achieving nominal sovereignty for reasons of national pride.

The Argentines do not seem to want to "colonise" the Islands.
ii) securing a share of the offshore economic resources
iii) a possible non-national objective in providing a cause to

further the ambitions of individual Argentine officers.

5. Three broad options appear open to the UK:
a) we could refuse to talk to the Argentines and opt for a would-be

"Fortress Falklands". This would almost certainly cause them
to cut off vital supplies (eg fuel) and communications (air
services) and possibly to harass British shipping. The
Islands would be condemned to economic decline and would
become a heavy burden on the British aid budget. There would
be a serious threat of Argentine invasion, which would require
the long-term commitment of substantial British forces(Annex 8).
b) we could talk to the Argentines but refuse to make any conces-
sions on sovereignty. This would lead to a break-down of the
talks, probably sooner rather than lLater, and reversion to
option (a) above.
c) we could adopt a more constructive approach. The Argentines
Wwill demand sovereignty. We could explore with them various
arrangements (Annex 9) as a way of keeping the negotiations
going, while preserving our essential interests (paragraph 3).
We would seek agreements on economic co-operation to the
benefit of both sides, paving the way for profitable develop-
ments in the South West Atlantic and Antarctica. The lack of
political settlement is preventing the exploitation of
possible resources such as oil and fish.

6. Conclusion I therefore invite my colleagues to agree that the FCO

should resume talks with the Argentines at Ministerial level. The pur-
pose of the talks in the first instance would be to explore, without
commitment, political and economic solutions. I would then propose to
report back to the Committee and would consult on all matters of concern

We would seek not to rush matters: so long as

to other Departments.
the Argentines believe we are negotiating seriously, they will desist

from precipitate action. Publicly, we would merely announce that we

were continuing a series of talks already in being.
Foreign and Commonwealth Office
12 October 1979
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PS/Mr Ridley has told us that the Minister of State has

read the Memorandum and the accompanying Annexes, and has
made some minor amendments to the Memorandum and suggested one

or two small additions and amendments to the Annexes which

have been inserted by the Department. He is content that the

paper should now go direct to PS/LPS and the Private Secretary.

B

- -

J B Upre
South America Department

5 October 1979
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ANNEX 3
{
THE BRITISH AND ARGENTINE HISTORICAL AND LEGAL CLAIMS TO THE
FALKLAND ISLANDS AND DEPENDENCIES

HISTORICAL

A. THE BRITISH CLATM

1. The British title rests primarily on Britain having acquired
certain prescriptive rights by virtue of 146 years (i.e. since
1833) of open, continuous, effective and peaceful possession,
occupation and administration of the Islands.

2. Before 1833, the situation as regards discovery, occupation
and title was confusing: the first British settlement was
establlshed in 1765- 6 at Port‘Egmont (Wést f&ikland I’ and) By

Spanlards retalnﬁd a
3 ring the per
Argentlna (1811-1821
have been regarded ﬂ@
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B. THE ARGENTINE CLAIM

4. BSince 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 Spain's previous titles to the Islands
(reiinquished-inftelijwﬁhe~7¢ar~0f-tb8‘ﬁ§6IE§§ftun“uf"
Ihdependenceuﬁixmkﬁpaiﬂ%; LT R AP

TR e

b) she effectlvely occupied the Islands from 1820 to
1833 when they had reverted to a status of terra nullius
(in 1829 an Argentine Political and military governor
was appointed);

g

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

d) ‘the Islands' present colonial status i

4

'{o T 5
o o ‘rﬂ “_ \wt’ u‘:n'v‘ .l.( - P G S !"\4.\ o S




Ao+ ol N Ansive

a C ANy Lol |

K™ ol /

37"7



CONFIDENTTAL

IMMEDIATE
5 g
Wv .
Mr e /LP:’/ T%‘N

cc: Mr Harding
FALKLANDS OD PAPER

1. Mr Ridley has read the draft Memorandum to OD, and the
accompanying Annexes, and has made some minor am endments to the
text of the Memorandum. He is content with the Annexes except
that he has asked if Annex 3, on the historical baekgm
paras 2 and 3) could not be mplifled t‘e deacmbe the si
before 1833 more clearly. He wo d

size of the Argentine community exp
and would also like the Annex t say,
had renounced her t;;.tle to 2 I
Annex) specifically in favour of .&zge'

2. ~One minor point: should "$214 billion" in para 2 of
Annex 5 not be "million"? e

3. You need not route the papers
I suggest that you send them d
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LIST OF ANNEXES ~Twoex [ PA "’,“;{mm» }
1 Map of Falkland Islands and the South-West
Atlantic
2 Falkland Islands: Terms of Reference for

Negotiations (written Parliamentary answer by
the Secretary of State, 26 April 1977)

5} The British and Argentine Historical and Legal
Claims to the Falkland Islands and Dependencies
4 Economic Hostages to Fortune
5 The Argentine Threa"‘t‘* Political and Military
.. 6 UKMIS New York telegram no. 1132 of 26 September

on the Secretary of State'
with the Argentine Forei

di w”sfw in m

T Maritime Area: Economic Potential

8 Implications of Defending the Falkland Islands
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Mr Hardi
PS/‘P/{;%; B

Since the PUS will be awayL{'ﬁ_

next week and we ought to
submit this OD Paper to
Ministers then, his Office
have agreed that we should
put it forward now - before
the annexes have been

finally vetted and fair
typed, and before copies have
been made and sent out.

please come back to the
Department from the PUS
| before any further action is

Etaken.

Jd B Upe
SAmDept

\The papers should therefore

28 September 1979
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ccs. sent to PS/PUS
Miss Brown
MAED
Legal Advisers

FALKLAND ISLANDS

M= The Secretary of State circulated a minute to OD colleagues
on 20 September. There have now been a number of reactions from
other Ministers. The Prime Minister has discussed the subject with
Mr Ridley, and said that she wishes it to be discussed at an early
meeting of 0OD. This will probably be in the week beginning 15

October.

2. I therefore submit a draft OD Paper supported by eight
annexes. This reflects the views of interested departments
within the FCO and is designed, so far as possible, to meet the
anxieties of other Ministers; the MOD have provided military
material for the annexes, the DOT trade material, and the FCO

Legal Advisers have drafted the passage about our legal claim.

B

J B Ure
South America Department

28 September 1979
PS/PUS

1 I agree generally with the draft, which I have discussed e
detail with Mr Ure. We should perhaps mention the Secretary of
V/ State's conversation with the Argentine Foreign Minister in New
York, noting especially that Brigadier Pastor repeated that fss
Government acknowledge that the wishes of the Islanders shoulg b
taken into account (UKMis telno 1132 might be attached as 1 e
vf further annexe). We might also add a short paragraph on the
)history of the negotiations, which have been going on in Fits .

starts for decades, to Annexe 3.
\

28 September 1979 G ardin
g CONFIDENTIAL 9
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Mr Heﬁdgﬂg ==
L/P57ﬁr RidLEY‘E__ }Zg/ék‘n‘(H;Laijr Salnbé La/j :

Private Secretary

FALKLAND ISLANDS

A 4 The Secretary of State circulated a minute to OD colleagues

B on 20 September. There have been a number of reactions from other
Ministers and from Sir K Berrill. The Prime Minister—_has

c discussed the subject with Mr Ridley, and said she wishes it to be

discussed at an early meeting of OD; this will probably be in

the week beginning 15 October.

2is I therefore submit a draft OD paper supported by nine annexes.
Although short, the paper is the maximum acceptable length. It

reflects the views of interested departments within the FCO and is
designed, so far as possible, to meet the anxieties of outside
Departments also; the MOD have provided military material for the
annexes, the DOT trade material, and the FCO Legal Advisers have

provided the passage about our legal claim.

3% The PUS saw this paper before his departure for Berne, and

said that he was content that we should proceed on these lines.

J B Ure
South America Department

1 October 1979

Copy attached for PS/Lord Privy Seal

Copies sent to PS/PUS
Sir E Youde
Miss Brown
MAED
Legal Advisers

/PS mr Ridley has told us
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0D PAPER y ,
e DRAFT: mmuu/lcllu teleletier/despatch/note TYPE: Draft/Vinal l", ok
FROM: Reference
DEPARTMENT: TEL. NO:
SECURITY CLASSIFICATION TO: Your Reference
Top Secret e —
Secret Copies to:
Confidential
Restricted |
Unclassified h
PRIVACY MARKING SUBJECT: FALKLAND ISLANDS.
- i {1 The Problem The Falklands are a British colony
..In Confidence " e
_— —————————— 350 miles off the coast of Argentina (Map: Annex 1). The
CAVEAT. st 1,850 Islanders - mostly sheep farmers - are of British

Enclosures—flag(s)

Argentina has a
The Labour

descent and wish to remain British.
long-standing and active claim to the Islands.
Government reopened bexchanges with Argentina about the
future of the Islands, including sovereignty (terms of

reference at Annex 2). Argentina is now pressing us to

continue these negotiations; and we need to decide whether

to do so, and if so with what intention.

2 Background On historical and legal grounds (Annex 3)
we are confident that our sovereignty is soundly based.
Nothing in the negotiations so far has eroded this.

Equally, no progress has been made. Nicholas Ridley
visited the Islands in July to form a first-hand impression
and to reassure the Islanders that no solution of their

it had

their backing; they are not averse to our continuing talks

problem would be brought before Parliament unless

with Argentina.
regime, might at any time subject us to economic pressures

Meanwhile Argentina, under a militariStic

(Annex 4) or political and military harassment (Annex 5);
although the Argentine Foreign Minister spoke reasonably tq
in New York last month (Annex 5).

me

3k Our objectives in the dispute include the following. !

(i) To defend the right of the British settlers to iy }
n

under British administration.

(ii) To end a dispute which is damaging to trade (Annex
Idamaglng

$.

FPAUCRTRS ECERCT

S
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(iii) To ensure that the UK derives advantage from the

4.
(i)

(ii) Securing a share of the offshore economic resources.

(iii) A possible non-national objective in providing a cause

5%
(a)

(b)

(c)

LONFIDENTIAL COVERING SECRET b
damaging to international relations (most of the UN
vote against us) and politically explosive at home (an
Argentine assault would provoke dramatic choices betwee
appeasement and war).

economic resources of the area: possibly oil and
certainly fish (Annex 7).

Argentine objectives appear to include:

Achieving nominal sovereignty for reasons of natjonal

pride.

to further the ambitions of individual Argentine

officers. -

Three broad options appear open to the UK:

We could refuse to talk to the Argentines and opt for a
would-be "Fortress Falklands". This would almost
certainly cause them to cut off vital supplies (eg fuel

and communications (air services), and possibly to

harass British shipping. The Islanda(;Buld become a
heavy burden on the British a8id budget. There would be
a serious threat of Argentine invasion, which would
require the long-term commitment of substantial British
forces (Annex 8).

We could talk to the Afgentines but refuse to make any
concessions on sovereignty. This would lead to a brea
down of the talks, probably sooner rather than later,
and reversion to option (a) above.

We could adopt a more constructive approach to our talk
with the Argentines while at the same time insisting on
preserving our essential interests enumerated in
paragraph 3 above. On sovereignty, we could explore
various arrangements (Annex 9), the most promising of
which would appear to be a "leaseback" analagous to the
New Territories in Hong Kong, under which Argentine
would acquire nominal sovereignty while the Islanders
continued to enjoy the security of British rule. This
could be coupled with agreements on economic
co-operation to the benefit of both sides (whereas
neither side can exploit e.g. oil while hostilities
remain a possibility) which could pave the way for
profitable co-operation in Antarctica. There is some
reason to think that botﬂ the Argentines and the

/1slanders

j'-——___.
would be

condemned to
economic
decline and
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Islanders might not be averse to such a solution,
although it would need careful preparation.

6. Conclusion 1 therefore invite my colleagues to
authorise me to resume talks with the Argentines at
Ministerial level and to explore, without commitment,
political and economic solutions including a possible
leaseback arrangement. I would keep the Committee
informed of progress and would conﬁdlt'on»ull matters
of concern to other Departments. We would merely
announce that we were continuing a series of talks

already in being.
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 ——— - ANNEX 2

FALKLAND ISLANDS: TERMS OF REFERENCE FOR NEGOTIATIONS (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 sovereignty, with regard to the Falkland
Islands, South Georgia and South Sandwich Islands, and
economic cooperation with regard to the said territories,
in particular, and the South West Atlantic, 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 sovereighty between the two states, and
the establishment of a framework for Anglo-Argentine
economic cooperation which will contribute substantially
to the development of the Islands, and the region as a
whole.

A major objective of the negotiations will be to
achieve a stable, prosperous and politicall; durable
future for the Islands, whose people the Government of
the United Kingdom will consult during the course of the
negotiations.

The agreement to hold these negotiations, and the
negotiations 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 Governments.
1f necessary, special Working Groups will be established.



ANNEX 3%

THE BRITISH AND ARGENTINE HISTORICAL AND LEGAL CLAIMS TO THE
FALKTAND ISLANDS AND DEPENDENCIES

HISTORICAT

A. THE BRITISH CLATM

1. The British title rests primarily on Britain having acquired
certain prescriptive rights by virtue of 146 years (i.e. since
1833) of open, continuous, effective and peaceful possession,
occupation and administration of the Islands.

2. Before 1833, the situation as regards discovery, occupation
and title was confusing: the rlrst British settlement was
established in 1765-6 at Port Egmont (West Falkland Islami) ‘by

Commodore John Byron who took fomal possessiaﬁ af the 1 our ‘and

all the neighbouring islands' for King George I in 1767 ‘Ime
French (who had previously established a se‘btlement) sold their
rights to Spaln, in 1?70 the Bmtish waz'e' exp@tle& ’E;y a 8 ;




B. THE ARGENTINE CLAIM

4. BSince 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)

b)

c)

d)

e)

5.

Argentina alﬁo

she has inherited Spain's previous titles to the Islands
(relinguished in 1811, the year of the Declaration of
Independence from Spain);

she effectively occupied the Islands from 1820 to

183% when they had 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;

the Islands' p"m‘e‘s‘eﬁﬁ colonial status is anachronistic;

the Islands' economy m‘bm neglected mﬂ: mulé. ‘benefit
from close a«ssa' d




—,

7. 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.

D. TALES

8. Anglo/Argentine exchanges on the Falklands date from 1966,
following the December 1965 United Nations Resolution inviting
both parties to hold discussions and to find a peaceful solution.
The exchanges have been intermittent and have taken different
forms. The most active periods have been 1967/8, 1972/3 and
1977/9. Differences over sovereignty have been central: we

' have never been able to get the Avgentines to accept our view

that sovereignty cannot be transferred against the wishes of the 43

Islanders; we have refused to accept ‘bh@wnﬁm sfomla -

recoguising only the "interests" of ‘bﬁs [ )t
hand, there has been progress on .
lot of the Islanders through c
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ANNEX 4

ECONOMIC HOSTAGES TO FORTUNE

3% Measures of economic harassment/warfare against the Islands
and against wider British interests represent a soft option
which Argentina could implement without difficulty and at

no great cost to herself. There are a number of possibilities.

Measures against the Islands

e Argentina could blockade the Islands e.g.

i) abrogate the Anglo-Argentine Communications Agreement
of 1971, cutting passenger links with the outside world
and the air freight service. There is no feasible
alternative to the air service and normal passenger
services would cease;

ii) cease to provide fuel: alternative supplies could be
provided, by the Falkland Islands Company or by the
RN RFA which biénnially tops up the Admiralty oil tanks
at Port Stanley. A return journey by RFA would
cost £0.4 million (£0.1 million real extra cost);

iii) cut off supplies of food stuffs, cancel scholarships for
Falklands children in Argentina (14 per year) and suspend
medical co-operation (50-60 cases per year). Such
facilities could only be replaced in the UK;

iv) interfere with British shipping to the Islands which are
almost entirely dependent on the United Kingdom for their
trade. Exports (almost entirely of wool) are marketed
via the UK; 85% of imports originate from the UK. MOD
have assessed that in such circumstances we should need to
provide a Naval Task Force (consisting of a helicopter
cruiser or guided missile destroyer, frigates, possibly a3
fleet submarine and supportingHRFAs) periodically to
escort shipping to the Islands. Each operation would

/take

CONFIDENTIAL
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take at least 6 weeks and would cost £4.1 million

(real extra cost - essentially fuel - £0.4 million).

i The effect of such measures, or a selection of them,
would be cumulative. In the short term, Life on the Islands
would continue to be tolerable. But a prolonged blockade

would have a disastrous effect on Islander morale.

Measures against wider British interests

4. Our economic interests in Argentina are as follows:
i) Trade: Argentina is our third largest market in Latin

America. In 1978, UK exports were £114 million (5.7 %
of total import market). Argentina exports to UK in
1978 were £153 million. Our major exports are
machinery, vehicles and transport and tele-communications
equipment: Argentina could orchestrate industrial and/
or bureaucratic action against such exports and could
easily find replacements elsewhere. Our major imports
from Argentina are meat, textiles and oilseeds.
(Details attached);

ii) Major contract business in prospect: GEC are bidding to

supply turbines and associated equipment worth £100 million
for a nuclear project in co-operation with the Canadians.
GEC need the business badly;

iii) UK Investment: British commercial assets (9% of total
Argentine foreign investment) worth over £200 million
could be expropriated. British investors include ICI,
British Steel, GEC, Shell, Coates, Babcock and Wilcox;

jv) Invisibles: UK freight receipts from trade carried
in British ships to and from Argentina total some £7 milljion
annually;

v) Outstanding ECGD liability: Argentina has a good payments
record but could renege on current outstanding ECGD
liability amounting to £120 million on the Arms Account;
and £71 million on the Commercial Account;

/vi) Defence

CONFIDENTIAL
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vi) Defence Sales Contracts: could be cancelled, awarded

to our rivals or continue to be out of our reach:

a) Signed - £70 million (Sea Dart missile - £30 m;
Westland Lynx helicopters - £35 m; Blowpipe
missile system - £5 m);

b) Under negotiation = £45 m (Aircraft Head-up
display equipment - £10m; Ancillary equipment for
frigates.being built in West Germany - £35 m);

c) In prospect - £400m (Hawk jet trainer - £100 m;

Sea Harrier - £150 m; Mine counter measures
vessels - £150 m);

d) Frustrated - £740 m: the Falklands issue influences
sales in two ways. It is our policy still, where
possible, not to supply equipment to Argentina with
which they could threaten the Falkland Islands.

In the last year, the sale of 2 Yarrow support

vessels to the value of £40 million was not purused

for this reason. On the Argentine side we are
convinced that the issue was an important factor in

our failure to land the contract in 1978 for the supply
of 6 frigates (worth £700 m).

S 5 The British community in Argentina numbers some 30,000
of which over 17,000 hold British passports. Argentina's
human rights record, past and present, is bad. Individuals

could easily suffer harassment, if not worse.

CONFIDENTIAL



UK-Argentina trade 1977

imports from Argentina

Meai ana meat preparations

Fish, crustaceans moliuscs and pre-
paranens
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ANNEX 5

THE ARGENTINE THREAT: POLITICAL AND MILITARY

Political

Ale AlLL Argentine regimes subscribe to the sovereignty claim
over the Falkland Islands and Dependencies. The claim is not
just a matter of Law but of national honour and machismo.

It fits in with miti}ary and nationalist pre-occupation with
"sovereignty", inspired partly by fear (about national
security) and partly by ambition (the historical rivalry with

Brazil).

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 target after the March 1976 coup, has been
largely contained. Economic progress, though with problems
about inflation, enabled the armed forces to undertake
extensive arms purchéses and orders in 1978 (estimated at

8214 billion)

22 Other foreign policy issues are less pressing. During
1978, Argentine attention was focused primarily on the

dispute with Chile over the Beagle Channel. This came close
to a shooting war, prevented at the last minute only by the
intervention of the Vatican with its offer of mediation. The
Vatican seems likely to play this process long and slow.
pifferences with Brazil and Paraguay over the exploitation of
the hydro-electric potential of the Parana River, whose

waters they share, are receding.

4. President Videla is moderate, given neither to gambling nor
to flamboyant gestures. Although the Junta has the power to
overrule him, he has in office been a force for moderation. He
is due to retire in March 1981. His successor may be the

Army Commander General Viola, also moderate, but he is also

/scheduled
CONFIDENTIAL
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scheduled to retire at the end of 1979. The Army will appoint
successors to both but there will be extensive inter-service
and intra-army jockeying for position and power. The Junta
will resist any return to meaningful democratic processes,

éven though pressures may build up, fuelled by economic unrest
because of inflation and pursuit of higher wages. Foreign

success may be sought to bolster its position.

5% It was in similar circumstances of internal uncertainty

in the months before the 1976 coup that Argentina came closest
to military action against the Falkland Islands. Ambassadors
were withdrawn. The Argentine Navy, under the hawkish

Admiral Massera, sought to improve its internal standing by
open threats, leading to the firing on the unarmed Royal
Research Ship Shackleton. The establishment of a base on
Southern Thule in the Dependencies took place in November 1976,
after diplomatic exchanges which led to negotiations, had begun.
The Argentine Navy has regularly sought to assert Argentine
maritime sovereignty in the South West Atlantic, either by
licensing mechanisms or by naval and air patrolling, including
the use of force against East European trawlers. Admiral
Massera retired in September 1978 but retains political
ambitions. Since then, the Air Force has had control of the
Foreign Ministry but faces increasing criticism for lack of

progress on the Falklands issue.

85 The heat was only taken out of the Falklands dispute in
1976 when we showed a willingness to negotiate. The four
rounds of negotiations which followed between 1977 and 1979 (Rome
July 1977, officials; New York, December 1977, Ministers;
Geneva, December 1978, Ministers; New York, March 1979,
officials) 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
tte Argentine officials about the genuineness of our intentions.
The Argentines became increasingly impatient about British
delaying tactics, although they were willing to accept that

the imminence of a general election caused us difficulties.

/They

CONFIDENTIAL




CONFIDENTIAL,

They have since accepted that the new Government needs time
to study the situation. But there is a Llimit to the time

they will wait on us. They have already indicated this in
the Aide Memoire given to Mr Ridley as he lLeft Buenos Aires

1P

in July, in which the March 1979 round was described as
regrettable step backwards" and in which they stated "negotiations

should be at a more dynamic pace".

Military

s 1f the Argentines conclude that there is no prospect of real
progress towards a negotiated transfer of sovereignty, there

will be a high risk of their resorting to more forceful

measures, including direct military action. Argentina has the
capability to capture the Islands. In 1977, the Chiefs of

staff considered that Argentina could mount any of the following

operations:

a) A Seaborne landing at up to Brigade strength (using
Marines alone) in Naval Transports and Landing Ships
supported by up to six pestroyer/Frigates, one Cruiser,
two Submarines and one Aircraft Carrier (operating

helicopters and A/S aircraft).

b) An air landed operation at up to Brigade strength supported
by ground attack aircraft (about one hundred of various

types are available).

c) Harassment of British shipping with Naval surface and
submarine units and/or aircraft. The Argentine Navy
has a long range maritime air surveillance capability.

(0 The Argentines could also without great difficulty occupy
the uninhabited Dependencies (they retain the scientific
station on Southern Thule, which we regard as illegal) and/or
arrest the British Antarctic Survey Team based in South

Georgia.

CONFIDENTIAL
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' ANNEX 6
v 1332 OF 264 SEFTELEER

TALKLATTT ISLANRS “
1, Tei ANCERTINE FOSEIGN 1IMVSTER CALLED OY YOU HERE THIS
MOREINA,  ME FIOUGMT YAITH Yl CHXLGS ONTIZ DE ROSAS

OUUCED AS HIS NOEINEE FOR THE FOST
R 1N LONLCN,

o
TO THE CECENT VISITS OF MR RIDLEY AED OF AR
OLOOM, HE FERTIGIED KIS ONS MEMORIES
St AVRCRACT WHICH HME HAD FLOMWM. HE DESCHIBER THE EXPALEICY

AND GF

ML ARCESTINE BECOHSHY AND SAID THAT THIS OFSLER MANY
SITCILITIES FOR 22 TISH IEDUSTRY,  WHICH HAD ENJOYED A HIGH .
UTATION 1% AGRENTHEA SINCE THE ERITISH INITIATIVE O

THE FATLVAY 1N 1854,

TURKING YO Y4AT HE DESCAIBED THROUEHOUT AS THE MALVINAS |SLANDS,
B G PASTOR SAID THAT THERE WERE T{D BASIC FACGTS TO EE REMEMEETED,
FIRST, THE ISLAMNDS WERE A LONG VAY DOWR I BRITISH PRICRITIES

PUT AT THE TOP CF THE LIST FCR ARGENTINA, SECCHD, '

THE BfITiSH VIEW THAT THE WISHES OF THE ISLANDERS #UST BE CCIHSIDERZD
VAS ROT SHATED BY ARGENTINA, WMICH 1D HOLEVER ACKKOWLEDSE THAT THES

~u

E
ATCENTINA APPROAGHED THIS TASK ITH GHE BEST FISSIZLE (NTELTIO!NS
=

{1l
THEZE WLLD LOW EE PRCERESS, STARTINS AT ONCE,

WIER PASTCR RROFOSED WHAT HE CALLED A FROGRAMME OF Vi3 AT

. THREE LEVELZ:= -

(A) OUR RESPECTIVE FORE|GN MINISTRIES SHOULD KEEP IN

TOUCH THROUGH AMBASSADORS: THIS CONTACT SHOULD BE AT LEAST Weekpvy,
1T FOLLOWED THAT AMBASSADORS SHOULD BE NOMINATED AS

SOON AS POSSIBLE, i .

(B) MR RIDLEY AND HIS ARGENTIN\AN OPPOSITE NUMBER SHOULD MEET TVIGE
A YEAR VERY INFORMALLY WITH AN OPEN AGENDA, SWITCHING TO OFFICIAL
MEETINGS WHEN THERE WAS SOMETHING AGREED TO BE FORMALISED,

(C) THE TWO FOREIGN MINISTERS SHOULD MEET ONCE A YEAR AT Tup -
GENERAL ASSEMBLY, BUT ALSO PERHARS ELSEWHERE: HE INVITED Yoy 1o
VISIT ARGENTINA AT ANY TIME.

o RSB F A o
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T, YOU SAIN 1T WAS S-»"L fOR TRITAIL THAT THERE A5 DISAC. t

HITH A COUNTRY VITH WHICH BRITALG CIIJCYEQ A LG : ANNEX 7

TRADRITION OF F';-IE"’D‘*'HP THE BN ISTER MAD FIR=POINTED Tlic :

mrFlClLTY TCR L?'TA‘H. AS WITH Tue 9“'5[,'\:( Gh &SR 0F MARITIME AREA : ECONOMIC POTENTIAL

GIPRALTAR, RBHITISH OF|INICN VOULD HOUT COUNTENANCE ALY SCLUTION - (
_YHICH 1GNOSED THE IHBABITARTS OF THE TERGITORIES COLCERKED, ' ‘ 0il

THE PIOALEN YAS THUS "'IF:ICULT, BUT YOU HOPES [T ¥AS LOT JRSOLUABLE ; ‘ 1. The presence of o0il is not yet proven: only drilling could
PROVIDID TEAT SACH UMELLSTOOR THD CTHERS FOSITICH, do that. The uncertain political context of the Falklands

YOU HAD TO CONFESS THAT THE OVERZIDING PROELEMS OF EUROPEAN ] i dispute means that the oil industry would not risk the substantial
COMMUEITY AFFAIRS AND SOUTHEARN AFSICA HAD MADE §T DIEFICULT FOR ‘ 1 itivestnent dnvelvads

YOU TO THINK DEEPLY AROUT THE.FALKLAND ISLANDS, YOU HAD N0

e SOLUT)ION AT PRESENT. . [uT YOU WEGE CORWSITERING THE MATTER, } F 2. The Falkland Islands and Argentina are situated on the
YOU ACTEED THAT THE TVO AMPASSALOxS, OMGE APPOIUTLD, SHQULD B I ‘ same continental shelf. The Argentines claim the whole of this
LiVITED TO DEPLOY THELR IACINATIGH ARD | - shelf. The oil industry regard the shelf (both offshore Argentina
EXPERIL:CE Oil THE PROFLEM, | _ and off the Falklands) as a potential prospecting area. Seismic

: | surveys indicate the most promising area to be the Malvinas Basin
6, | ASKED BOW ARGEETIHA PLAKHED TU MHAMNTLE THIS “ATTER AT | ' which straddles the putative median line. If and when licences
ThE £ENERAL ASSEMELY, BRRICADIER PASTGR SAID THAT HE . 4 to explore and drill became available, the industry would pe
WOULD RCFER TO 1T MM HIS SFEECH, EUT In A FHIENDLY VAKNER. 1E ; interested. But it is not a priority area because
HE 3D 50T PLAN ANY ACTIO} €COING BCYSHD THIS, EG IN THE FOURTH . o |1 a) water depths pose problems for existing technology
COx»ITTEE, | EXPLAILED THAT IF | WERE-GRLITED AT -AKY-STAGE TC 3 (drilling should become feasible in the next 10/15 years);
EYERCISE 1Y RIGHT OF m.PLY, IT WOULD BE FOR TECHNICAL ‘ .
SEASINS, : ) : b) the industry steer clear of areas where territorial
& . disputes exist;
,’ 7., EFIGATISR p,\srog ASEKED BHAT WE ANiD YOU SHOULD SAY TO TsE pP=ESS "
_ ABQGUT THE t""‘T)a»c L FORt OF WORDS A4S AGREED AND TELEXED TO HEWS d) successful exploration/exploitation of the Falklands
dog DEPARTIENT,  T2IS Y45 T0 THE EFFECT THAT THE FALnLANE shelf would require a significant mainland base which

JSLANDS /~ALVINAS HAD EZEH AKONG THE CUESTIONS LISCUSSED, AuD Tm\T : would mean the gg;n/eem'ent,: 1f not direct involvement,
THE |BTESTI0% CF BOTH SIDES WAS TO PUOCEED IM THE NEAR FUTURE | of Argentina in any operation.
TO THE APPOILTHENT OF ANBASSADORS, ' : I

. o | FlSh " 3
8. FL0 . REPEAT AS APPROFLISTE. I 3. There are fish but distance ws@e’pmlm.

ECE: T T S O SR S B R ' g
. TR L e AL Td i 4. The waters around the Fall

been fished on an ma:ceaa;mg =l

for the Brltish 24
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because, MAFF believe,

a) domestic requirements for white fish a:r.'e adequately
met from our own waters; and

b) a commercial fishery in the South West Atlantic
would probably not be viable: frozen white fish from
such a distance would have to compete with plentiful
supplies from nearer at hand (e.g. North America,
Iceland and Norway).

5. The White Fish Authoz‘ity have examined the comnere:i;ai

waters. DMoreover the indﬂstry say %hey v i alo 58
venture around the Falklands if subs 1 3@6% Government.

Lo st G
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6. Argentina regards t > ‘ﬁ@,.%_ﬁm.,a
zone around the :
declared by the
that to do so woul
high seas. i
However, if a
£7.5 milli
be likely to
unilateral
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ANNEX &
IMPLICATIONS OF DEFENDING THE FATKTAND ISLANDS

1. The Islands are some 7,500 miles from the UK and under
400 miles from the Argentine mainland. They are militarily
indefensible against a full scale attack except by major
diversion of our current military resources. This would cause
considerable difficulties in fulfilling our other commitments
(NATO, Northern Ireland and elsewhere.) Extra defence
expenditure would also be involved.

Current Defence Measures

2. The Falklands are currently defended by a permanent
detachment of 40 Royal Marines based in Port Stanley. They are
supported in this dunng t,he Antammc summer (’ Eahl:y Beeember

as carrying out sclentu‘ & I
Antarctic Survey. These measures wst: fl’ih@
pounds per annum. They provide only a symbolic
would be effective only against small scale, a
-ay-ytontd X o

Measures to Counter |

3. To counter a
Falklands, the D
the MOD has asses
area a balanced
destroyer, three i
one nuclear po
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5. Should the Argentines invade before a deterrent force is
deployed, or if the deterrent force failed, recovery of the
Islands would require a force of at least Field Force (formerly
called a Brigade Group) strength. Such a force would regquire
px:otec’cion similar to or greater than the force mentioned in
paragraph 3. At the very best such an expedition could not
reach the Islands in under a month. The remoteness of the
Islands, their limited airfield facilities and the fact that the
only alternative airfields which could be used in cases of
emergency are in Argentina would make reinforcement by air
impossible and make re-supply extremely difficult.

Effects of Increased Defence Commitments

6. Such a diversion of our military resources would have far-
reaching effects. The commitment could be open-ended.
Reinforcement and re-supply mf a garrison in a hostile
environment some 7,500 miles d:.stant from home W(mld present
major problems. The deployment of HM ships tc 4 .
have a progress:.vely adverse eﬁ‘ect 911 '&he av&llaibz.lr‘&'y oi‘ RN

problems would get o} X MW oL e
required to remain in ‘Eh@ avea. *@E@ﬂs @mﬂ@ M be Wﬁﬂ
for our national @amm
term deployment coul

not currently avail

enst:.ng, d
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-
Operating costs Extra costs
annually annually
Balanced Naval Force £35m !
(para 3) » .
RM Commando Group/Blowpipe £7.8u .~ £o.em
Air Defence Troop y
(para 4) 3
Field Force ’ £23m ol -
(para 5) » 8t £33 £y

These costs do not take account of the following (which camnot
be assessed without detailed study): eerhing SO el ad &

a) to sustain the Balaneeﬁ‘l&val Force in the % W@a

period could take three ships to maint: ne
ship on station o Rruguay oF Erendd. b8 Sl =
: o1l v sihbeit Jnodlitiany - Ve Any a0 S
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ANNEX ©

FATXTAND ISLANDS: SOVEREIGNTY OPTIONS

I "Fortress Falklands" 4

1. This is the idea that we need make no sovereignty concessions
to Argentina in that, if we stand firm, the Argentines will give
way or, otherwise, we would be able to defend the Islands

against any attack, direct or indirect. The concept is false.
The Argentines are not going to give up a sovereignty claim they
have maintained for decades.

2. The economic and military costs in attempting to defend and
maintain our position in the Islands are looked at in Annexes

4 and 8. We could not expect support from anyone in adopting such
a position, certainly not Chile, Uruguay or Brazil, to whom we

have to look for alternative: transit facilities. We are in a
minority of one in the United. Natians on this issue. The "fortress"

II Sovereignty "-fresm"

3. This would reqnire
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share of sovereignty which they want exclusively.

IV. A "Mixed Approach"

5.7 We would seek to differentiate between territory, in which
the Argentines are primarily interested, and people, which is
the main burden of our concern. We would agree to concede
sovereignty over the uninhabited Dependencies and the maritime
zones to Argentina who would abandon her sovereignty claim over
the inhabited Falkland Islands. This would be unacceptable to
Argentina because it would not involve the concession of
sovereignty over the Falkland Islands which they are seeking.

V Other Models
6. Two existing examples of shared sovereignty are:

a) Spitzbergen where Norway has sovereignty but other
powers have the right of "economic access".

b) The Aaland Islands where Finland has soverei
the Islanders, enjoy certain sp i
their relationship with Sweden,

Neither would be acc 'y
involve an Argentine presence
way of life. -

VI Leaseback
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8. A perpetual lease would be best but the Argentines are most
unlikely to agree to this. The term would have to be negotiated:
we would try for say 99 years but might have to settle, as a

last resort, for something like 30 years. If the period wea’é
short, it might be necessary to devise special arrangern
enable some of the Islanders to settle in the UK b‘u&:, 1f ime
economy were to blossom in the period agreed, only a few people
would be involved, particularly the older generation.
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FALKLAND ISLANDS ' |

The Home Secretary has now had an opportunity of considering
the proposals put forward in Lord Carrington's minute of 20
September to the Prime Minister for making progress in the
settlement of the longstanding dispute with Argentina.

The Home Secretary agrees with the general line Lord
Carrington proposes to take. He has noticed that it is hoped to
persuade Argentina that in return for the transfer of sovereignty
the Islanders would, under the terms of a lease, still be provided
with continued British rule, nationality and institutions
(paragraph 8).

Until it is known what the Argentines might be likely to
agree to we cannot say what the resulting nationality problems
might be. One must suppose that they would insist on the
Islanders being given their citizenship, their willingness to
agree to a lease which enabled the Islanders to retain ours might
depend on such matters as whether we wished to go on regarding the
Island as a colony. They might also question the precise status
the Islanders would have under our law, and in particular what they
would qualify for under the new legislation now being prepared.
Indeed the possibility of disagreement with Argentina might be an
argument in favour of having one citizenship, rather than two, for
those people who do not qualify for British Citizenship, and this

“v«nﬂd.need careful consideration in the drafting of the Bill.

The Home Secretary would therefore be grateful if he could be
kept in close touch with the progress of negotiations, and he would
be glad to provide any assistance that might be needed.

I am sending copies of this letter to the Private Secretaries
to members of OD, to Bill Burroughs (Department of Energy), Bill
Beckett): (Law Officers Department) and to Martin Vile (Cabinet
Office).

{ouny ew

Stephen Wall Esq




BT par 0D win prebavly

%“ww7 . brl be atole Ao Afotie
: 10 DOWNING S;I;EEPT R el

From the Privale Secretary ALN %I325/ |4-46 September 1979
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"™ Falkland Islands ~ ﬁ;*tfl

The Prime Minister has seen the ForeigZijz
and Commonwealth Secretary's minute of
20 September about the handling of the
Falkland Islands dispute. She has also
seen the views of other members of OD as
conveyed in a number of Private Secretary
letters to your office.

T P —

S

The Prime Minister has indicated that
she wishes the subject to be discussed at
an early meeting of OD.

I am sending copies of this letter to
the Private Secretaries to members of 0D,
to Bill Burroughs (Department of Energy),

Bill Beckett (Law Officers' Department),
and to Martin Vile (Cabinet Office).

7J}Vp6 e/

G.G.H. Walden, Esq.,

e R OREIBENTIAT
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Mr D an (SAmD)

Falkland Islands

As I have told you, the Secretary of State would like the
minute to the Prime Minister on the Falkland Islands which you
submitted on 11 September to be recast in a more positive
light. The present draft covers the necessary ground: but
Lord Carrington considers that it launches too quickly into
the leaseback option, which is presented as something forced
upon us rather than an opening which we should try to exploit.

You are therefore revising the minute so that it opens
by presenting three broad options - "Fortress Falklands': continuing
negotiations without concessions on sovereignty: and leaseback.
After dispensing with the first two, the minute should say that,
with the agreement of the Falkland Islanders, our best course
would be to try leaseback as a ploy which might satisfy the
Argentines over sovereignty, while, in practice, retaining
the essential points of our present position. The Secretary
of State does not wish the minute to sound defeatist.

R@ij

R M J Lyne

18 September 1979

ce: PS
PS/LPS
PS/Mr Ridley
PS/PUS
Mr Hall
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FAIKTAND ISLANDS LEGAL ASPECTS PR L
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1. We spoke about the draft paper prepared by Research
Department on the legal aspects of the Falkland Islands' dispute.
While I do not disagree with the statement as to the rules of

law applicable contained in paragraphs 8 and 9 of the paper, I

am not sure that it would make a %rea‘ﬁ deal of sense to the layman.
It therefore seems to me preferable if the paper were to concentrate
on the strength or weskness of our legal case. You will recall that
the Law Officers advised on this in 1947 and 1966 and I would
therefore propose that the paper contained mainly a summary of the
Law Officers' opinions.

24 I therefore attach a draft of the kind of paper I have in

mind. I am very comscious of the fact that it has been drafted in
11 since

a hurry and that it is not as polished as I would have 1
You will also note that I have combined paragraphs 10 an !
the opinion given by the Law Officers in 1966 on the guestion of

whether we should submit the dispute to the ICJ referred not only
to the Falkland Islands, but also the Dependencies.

27 Sepbember 1979
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1: Attached are short briefing papers, with costs and
statistics where appropriate, on the following:

(i) Argentine threat to the Falklands: political

(ii) Argentine threat to the Falklands: Military

(iii) Economic hostages to hostile Argentine action
(iv) "Fortress Falklands": Defence costs.

25 September 1979
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e ARGENTINE THREAT TO THE FALKLAND ISLANDS: POLITICAL

i~ Geographically, Argentina is isolated with Long sea and
sparsely populated land frontiers. The disputes with Chile
(Beagle Channel) and Brazil (Pamana River waters), archaic and
even trivial in origin, are taken seriously by the Argentines who
remain conscious of historical injustices. The need to satisfy
honour, to preserve face and to show machismo are as important as
substance. There is continuing military and nationalist
preoccupation with "sovereignty", inspired partly by fear (about
national security) and partly by ambition (the desire to show
Argentine's importance, especially vis-a-vis Brazil, the historical
rival, whose development has outstripped the Argentines' in recent
decades. ) The Argentines are convinced of the validity of their
claim to sovereignty over the Falkland Islands. ALL Argentine

regimes subscribe to this.

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
target after the March 1976 coup, has been largely contained.
Economic progress, though with problems about inflation, enabled
the armed forces to undertake extensive arms purchases and orders

in 1978 (estimated at £214 billion).

3. puring 1978, Argentine attention was focused primarily on the
dispute with Chile over the Beagle Channel. This came close to a
shooting war, prevented at the last minute only by the intervention
of the Vatican with its offer of mediation. The Vatican seem
likely to play this process long and slow. Differences with
Brazil and Paraguay over the exploitation of the hydro-electric
potential of the Parana River, whose waters they share, are receding
as dam building proceeds.
& President Videla is moderate, given neither to gambling nor tgqo
flamboyant gestures. While the Junta has the power to overrule
him, he has in office been a force for moderation. He is due to
/retire

CONFIDENTIAL
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retire in March 1981. His successor may be the Army Commander
General Viola, also moderate, but he is also scheduled to retire
at the end of 1979. The Army will appoint successors to both but
there will be extensive inter service and intra army jockeying

for position and power. The Junta will resist any return to
meaningful democratic processes, even though pressures may build
up, fuelled by economic unrest because of inflation and pursuit of
higher wages. Foreign success may be sought to bolster its

position.

e It was in similar circumstances of internal uncertainty in

the months before the 1976 coup that Argentina became closest to
military action against the Falkland Islands. Ambassadors were
withdrawn. The Argentine Navy, under the hawkish Admiral Massera,
sought to improve its internal standing by open threats, leading

to the firing on the unarmed Royal Research Ship Shackleton. The
establishment of a base on Southern Thule in the Dependencies took
place in November 1976, after diplomatic exchanges which led to
negotiations had begun. The Argentine Navy has regularly sought
to assert Argentine maritime sovereignty in the SW Atlantic, either
by Llicensing mechanisms or by naval and air patrolling, including
the use of force against east European trawlers. Admiral Massera
retired in September 1978 but retains political ambitions. Since
then, the Air Force has had control of the Foreign Ministry but
faces increasing criticism for lack of progress on the Falklands

issue.

6= The heat was only taken out of the Falklands dispute in 1976
when we showed a willingness to negotiate. The four rounds of
negotiation which followed between 1977 and 1979 (Rome, July 1977,
officials; New York, December 1977, Ministers; Geneva, December

1978, Ministers; New York, March 1979, officials) 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 Argentine officials about the genuineness of our

intentions. The Argentines became increasingly impatient about

/British
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the imminence of a general election caused us
have since accepted assurances that the new Go
to study the situation. But there is a Limit f
will wait on us. They have already indicated this in
Memoire given to Mr Ridley as he left Buenos Aires in July,

backwards" and in which they stated "negotiati

more dynamic base'.
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2% THE ARGENTINE THREAT TO THE FALKLANDS: MILITARY

1 If the Argentines conclude that there is no prospect of real
progress towards a negotiated transfer of sovereignty, there will
be a high risk of their resorting to more forceful measures,
including direct military action. Economic harassment measures
represent a soft option and can be implemented without difficulty
and at no great cost to Argentina. The establishment of an
Argentine presence in the Dependencies and/or the arrest of the
British Antarctic Survey Team in South Georgia would be difficult

to monitor and to prevent.

A But there is no military reason why Argentina should not
proceed to invade and capture the Islands. She has the capability.
In 1977, the Chiefs of Staff considered that Argentina could mount

any of the following operations:

(a) A seaborne landing at up to Brigade strength (using Marines
alone) in Naval Transports and Landing Ships supported by up
to six Destroyer/Frigates, one Cruiser, two Submarines and

one Aircraft Carrier (operating helicopters and A/S aircraft).

(b) An air landed operation at up to Brigade strength supported by
ground attack aircraft (about one hundred of various types

are available).

(c) Harassment of British shipping with Naval surface and
submarine units and/or aircraft. The Argentine Navy has a

long range maritime air surveillance capability.

Bix A Field Force group would have to be maintained permanently

in the Islands to prevent an invasion. The time taken to deploy
the Force would probably mean that we would be faced by a

fait accompli and the need to recapture the Islands. This would
be a major operation at very long range and, at best, the

expedition required could not reach its objective in under a month.

SECRET
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Se FALKLANDS: ECONOMIC HOSTAGES TO HOSTILE ARGENTINE ACTION

Trade

1. Argentina is our third largest market in Latin America.

In 1978, UK exports were £114 m (5.7% of total import market).
Argentina exports to UK in 1978 were £153 m. Oour major exports

comprise machinery, vehicles and transport and tele-communications
equipment. Argentina could easily find supplies elsewhere.
Our major imports from Argentina are meat, textiles and oilseeds.

(Full details below).

Major business in prospect

2 The only major outstanding contract is GEC's bid to supply
turbines and associated equipment for a nuclear project in
co-operation with the Canadians. GEC need this business badly.

It would be worth £100 m.
UK Investment

3 British commercial assets (9% of total foreign investment)
are worth over £200 m. British investors include ICI,

British Steel, GEC, Shell, Coates, Babcock and Wilcox.
Invisibles

4. UK freight receipts from trade carried in British ships to

and from Argentina total some £7 m annually.

Qutstanding ECGD Lliability

55 Argentina has a good payments record. But current
outstanding ECGD Lliability amounts to £120 m on the Arms Account:

r
and £71 m on the Commercial Account.

Defence sales contracts

6. a) Signed - £70 m
Sea Dart missile - £30 m
Westland Lynx helicopters - £35 m
Blowpipe missile system - £5 m)

/b)
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c)

d)

CONFIDENTIAL

Under negotiation - £45 m

(Aircraft Head-up display equipment - £10 m
Ancillary equipment for frigates being built in
West Germany - £35 m)

In prospect - £400 m /

(Hawk jet trainer - £100 m

Sea Harrier - £150 m

Mine counter measures vessels - £150 m)
Frustrated - £740 m: Pres_ni pol cy is noﬁ to s

:miction were z Ya
to the vaJue.@f £4Q m. But we a
important factor in our fai




UK-Argentina trade 1977 and 19"
Value in € fhousand'
1977 1978
s from
Meat and meat preparations 4671 !
Fish; crustaceans, molluscs and N
ns 2667
Cereals and cereal mlluu 3793
Vagetablas and 2572
cmm \ea, cocos m spices am
obacco : 1928
Oﬂ saeds and oh-wmm 17625
Taxiile libres and jneir wastes 21792
Metallterous ores dnd metal scrap 3079
Crude an/mal and yegelanie materals
nes 1390
Fixes vegelanle ois and fats 5440
Organic chemicals. 1567
Inorganic ¢ 10322
3783

Leather. |lll."i1 manufactures, n.e s,
Ty tabrics, made-up arficies,

materiais 3028 1129
mmn and pmns:gumd pro- o
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4, "FORTRESS FALKLANDS": DEFENCE COSTS
1. The following broad estimates have been calculated on a full
cost basis: to the extent that the Forces and equipment are

already incurring similar costs elsewhere, they are hypothetical.

(The main real extra cost would be fuel.)

2l Balanced Naval Force (Paragraph 2 of Annex 1)

~

The MOD assess that the Balanced Naval Force (of 1 guided missile
destroyer, 3 frigates and supporting RFAs and, possibly, a nuclear
powered submarine) permanently deployed in the area to counter a

serious maritime threat would cost £44 million annually.

(£5.4 m. real extra cost).

3 Reinforcement of Present Garrison (Paragraph 3 of Annex 1)

To provide a credible deterrent would require permanent
reinforcement of current garrison by at least a force of an RN
)

Commando Group ard a Blow Pipe Air Defence Troop, costing £7.8

million annually. (£0.6 m real extra cost).

4. Field Force (Paragraph 3 of Annex 1)

A permanent credible defence garrison would require a force of at
least Field Force, costing (without reinforcement transportation

on which MOD have not assesse@ some £23 million annually

(£3.0 m real extra cost).
BESRR I, _a .
3 Economic Blockade: Task Force

If the Argentines decide to impose an economic blockage and to
interfere with British shipping, we should need to provide a

Naval Task Force for escort duty. A typical Force might consist
of a helicopter cruiser or guided missile destroyer, two frigates,
possibly a submarine and two supporting RFAs. The full cost of
this force (on the assumption that it would complete its task
within two months) would be £4.1 million. The real extra cost
(essentially fuel) is put at £0.4 million.

6. Island Fuel Stocks

An alternative to Argentine supplies might become necessary
(paragraph 5 (ii) of Annex 1). A return journey by RFA wou Ld
cost £0.4 million (£0.1 million real extra cost).

SECRET
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DYE DELAY IN THIS PROCESS. 1T WOULD mm B PEWHBE FOR YOU
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TO IMMEDIATE UKMIS NEW YORK ‘ e Ty
TELNO 585 OF 25/9/79 | .

FDLLO\IING FOR SECRETARY OF STATE FROM MR RIDLEY
RGENTIMA AND THE FALKLAND |SLANDS

1. FOLLOWING YOUR LUNCHTIME DiSCUSSION AT CHEQUERS LAST SATURDAY.

| HAVE TODAY DISCUSSED THE_Q D PAPER WITH THE PRIME MINISTER., SHE

~ TAKES THE VIEW THAT WE CANNOT RUSH A DECISION OF PRINCIPLE ON OUR

APPROACH TO THE PROBLEM, BUT SHOULD INSTEAD TAKE THE WHOLE ausswou

TO AN EARLY MEETING OF 0 D,

2. MEANWHILE, THE PRIME MINISTER WOULD PREFER THAT WHEN YOU SEE THE
ARGENTINE FOREIGN MINISTER YOU SHOULD CONFINE YOURSELF TO SAYING
THAT HNMG HAVE NOT COMPLETED THEIR CONSIDERATION OF THIS COMPLEX
PROELEM. AS | WARNED COMMODORE CAVANDOL! IN JULY, THE HOLI|DAY SEASON
AND THE PRESSURE OF OTHER URGENT (EG RHODESIA) HAVE CAUSED *»

WOULD IT BE APPROPRMTJE T»QEQFEM ﬁ'}'

CARRINGTON
FILES

PSS :
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MINISTRY OF DEFENCE M7— 2;/

MAIN BUILDING WHITEHALL LONDON SW1
Telephone 01-XXX7E22 218 2111/3

s
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The Defence Secretary has seen a copy of the Foreign
and Commonwealth Secretary's minute of 20th September,
outlining options for talks about the Falkland Islands.

He is quite content that Lord Carrington should indicate

to the Argentine Foreign Minister our willingness to enter
into negotiations over the Falkland Islands fairly soon.

Mr Pym assumes that Ministry of Defence officials will be
consulted before substantive negotiations begin, in view of
the potential defence implications of any "lease-back'
arrangement.

I am sending copies of this letter to the Private
Secretaries to members of OD, the Secretary of State for
Energy and the Attorney General and to Barry Hilton
(Cabinet Office).

R M J Lyne Esq
Foreign and Commonwealth Office

JN%QENTIAL
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FALKLAND ISLANDS ! J-n Zé s
You will have seen copies of comments by certe Ministers

on Lord Carrington's minute to the Prime Minister about the

Falkland Islands, including a request by the Secretary of State !

for Energy for a discussion of the issues raised in the minute.

We have been told by telephone that the Defence Secretary has |

no comments; and that the Lord Chancellor thinks an attempt

should be made to assess the other side of the coin Y ¢

ment of their forces and of the stability of the f
Hailsham regards the moral commitment to the islanders as p
mount, but accepts that we might be able to end the dis;mte in
such a way as to derive solid advantages.

(R M J Lyne)
24 September 1979
cei- PS/LPS . sl p -

PS/Mr Ridley _ : : o
PS/PUS - ;
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ington's phper BN :3/81 to you on the subject (35D

I have seen Peter Carr

of the Falkland This is & Jnry useful summary of tne ‘fm‘=i=4>
options open to us, and I agree with his conclusion that tuere is

little to be gained by continuing to try o spin out our talks wWiths

the Argentings, The sort of solution he envisages is probably

the bes: we can expect to achieve, given &ll the circumstances.

about the proposed arrangements for
territorial waters. It is true that the
has yet to be proven, but the continued

the maritime :
presence of oil (or
interest of the o0il companies and the results of recent geophysical
surveys (which FCO have seen) lead us to think that there is at

least a good change that hydrocarbons mre there. We ought to be very

=

careful about adopting a course which could lead to British oil com-
panies losing a favourable position they might otherwise have had,

both as regards development and exploitetion and the supply of

offshore hardware, in which field the North Sea hag given us a leading
position. It could also involve a substantial loss to the British
economy if oil were found. It is impossible to quantify, of course,
put I should have thought the potential value to us (and to the
Islanders) would bear comparison with - it could possibly exceed -

the possible trade benefits mentioned in Peter's paper.

I do feel, therefore, that before we agree to the éourse ne nes

proposed, we should have & full discussion on its implications and

a better assessment of the gains and losses we stand to make.

I do not think the paper as it stands has taken all the relevant

economic factors of this sort intO‘aacnﬁﬁﬁ. I would nope that,

meanwhile, Peter Carrington will not say anything to the Argentines

which 2ould jecpardise the position. k
Pt L yhrs

I am copying to other members of

and Sir Kenneth Berrill.,
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George Walden Esq =1
Private Secretary to the
Secretary of State for Foreign
and Commonwealth Affairs
Downing Street

LONDON

s 9/ September 1979
N wowRes |14
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Falkland Islands 4Bz ol |

As my Secretary of State is at present on an official visit to
Australasia, I have not been able to show him Iord Carrington's
minute of 20 September to the Prime Minister.

Whilst I am sure that Mr Nott would not object to the proposal
that your Secretary of State should indicate to the Argentine
Foreign Minister in New York that we are willing to enter into
negotiations fairly soon, I must enter a reservation on the
substance and tactics of the negotiations which he will no doubt
wish to have an opportunity to consider. I presume that the
timetable which is envisaged for the full negotiations will allow
this closer examination of the proposals before they are floated
with the Argentinians.

I am sending copies of this letter to Michael Alexander (No 10),
the Private Secretaries to other members of 0D, the Becretary of
State for Energy and the Attorney General, and to Hartln Vile
(Cablnet Offlce)

MZEMM SONSe

Private Secretary
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The Lord Chancellor has seen the Foreign Secretary's Minute to
the Prime Minister of 20 September about the Falkland Islands.
He has said that he thinks an attempt should be made to assess
the other side of the coin, that is, the nature and extent of
the Argentine threat and intention, their forces, the stability
of their regime and so forth. It would be a sorry business to
give over British subjects of UK origin to the whims and changes
of a South American dictatorship. On the other hand solid
advantages could be gained from the termination of this tiresome
dispute. The Government's moral commitments to the islanders,

however, should be paramount.

I am sending copies of this letter to the private secretaries to
the other members of 0D, the Secretary of State for Energy,
the Attorney-General and the Secretary of the Cabinet,

Vi
mw

W ARNOLD

Private Secretary to the

Secretary of State for Foreign and Commonwealth
Affairs

Foreign and Commonwealth Office

Downing Street

LONDON SW1A 2AL
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Since the attached submission was sent to
Office last night, the PUS has suggested some a
as indicated in paragraphs 4 and 8. . St
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PRIME MINISTER

Falxland Islands

il Our dispute with the Argentines over the Falkland Islands
continues. We need to decide how to handle it. There are three
broad options:

A. "Fortress Falklands"

2% We could refuse to talk to the Argentines and retreat into

some "Fortress Falklands". But this would not be realistic. The
Islands and their Dependencies are small, remote, undeveloped and
underpopulated (1,850 people of British stock). Their only hope for
a secure economic and political future is through cooperation with
Argentina. They are already dependent on Argentina for vital supplies
(eg 0il) and for communications (air services). The islands are
militarily indefensible except' by major diversion of our current
military resources. The cost of supplying them direct from the UK

in face of a hostile Argentina would be unacceptably high. The
Islands would be condemned to economic decline and social decay and
we would have to commit ourselves to heavy aid expenditure to keep
them going (Annex I).

B. Protracted Negotriations

34 We could talk to the Argentines but adopt 2 negotiating position

of no concessions on sovereignty. Some islanders, and their
supporters in this couniry, might favour such a policy. Successive
British administrations have played for time in this way for some
dozen years. However this would eventually lead to a complete break-
down of exchanges, probably sooner rather than later. The
consequences would be similar to those which would result from a
"Fortress Falklands"policy.

C. Substantive Negoiiztions on Sovereignty

4, Both the above opiions are sterile. We need a more constructive
approach. I think the right course is to aim for substantive
negotiations. I have written to the Argentine Foreign Minister

" to tell kim of our wish to continue the dialogue in a \
construciive spirit and with the sincere intention of resolving i
our difficulties. But serious negotiations will have

[
[to encompassy
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to encompass the guestion of sovereignty. We do not have

much to bargain with.

5. From 1977 the previous Government negotiated with the
Argentines on terms of reference announced in April 1977 (Annex II).
The exchanges included the guestion of sovereignty but were
largely exploratory and without prejudice to either side's
sovereignty claim. No substantive progress was made. The
Falkland Islanders were kept closely informed throughout and

it was made clear to all that no solution would be brought to
Parliament which did not have Islander support.

6. There is no point in continuing to delay. Nicholas Ridley,
following his recent visit to the Falkland Islands to look

at the situation and ascertain Islander views, is firmly of the
opinion that delay is benefitting no one. It is-in our interest
and that of the Islanders to.try now to find a way forward.

The objective would be to find a solution with which the
Argentines might agree and which the Islanders will accept. We
shall need to retain the support of the Islanders in whatever

we propose and shall of course respect our past commitiments to
them. Our intentior would be to surrender only the trappings of
sovereignty in return for guasranteed economic and politiecal
security for the Islanders under British rule. It will help if
we negotiate in the context of our overall relations with
Argentina, inclucding the economic developments of the South West
Atlantic (0il - if proven - and fish) and co-operation in
Antarctica. An unpredictable and possibly violent Argentine
reaction would thereby be made less likely.

7. Theoreticzlly, there are a number of wayvs in which we could
handle the sovereignty question (some are examined in Annex III).
But the one best fitted to meet our own and Islander wishes

would be to transier ownership of the Islands to Argentina, on
the understanding that they would simultaneously grant us a lease
roughly anzlogous to that of Hong Kong New Territories. The
previous Government's exchanges with the Argentines implied such
a lease-back solution, and the Argentimnes know this; but it has
never been formally put either to them or to the Falkland Islands .

CONFIDENTIAL COVERING SECRET /During his
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During his visit Nicholas Ridley found the Councillors willing to
consider such a possibility, provided the lease was long enough
(say 99 years), because it would provide that British control of
the Islands continued.
8. While we do not know whether the Argentines will accept a
lease-back or what price they might seek in agreeing to one (they
will obviously seek a fairly short lease), there are positive
reasons for pursuing this option. If the Argentines genuinely
want a solution, this one could give them the appearance of
sovereignty to present as a success to their domestic opinion.
It would provide the Islanders with continued British rule, nationality
and institutions. A solution would remove the major impediment
to better relations with Argentina and bring commercial (eg arms
sales) and other dividends. It would go some way towards
. unlocking the economic potential of the Islands, by helping to
create a framework where business and development could flourish
without any support being needed from our aid funds as now. What
are needed in the Islands, along with 2 much greater population,
are proper bapking facilities (including access to private capital);
a less onerous tax regime (and one which encourages inward investment ) ;
the break-up of the monopolistic Falkland Islands Company which
inhibits agricultural cdevelopment; and publicity for such opportunities.
For this a political solution is essential.
9. There will be difficulties in carrying through the course 1
am proposing. If negotiations develop positively, we shall have
to ensure that we have support for our proposals in Parliament.
Provided we carry the Islanders with us, we should achieve this.
On the other hand, the risks in being passive and doing nothing
(Annex 1) are clear; we should positively seek a solution.
10. I would like your agreement and that of our colleagues to
my proceeding on the above lines. I would let the Falkland
Islanders know of cur intentions through the Governor. If I am
able to visit New York next week for the General Assembly meeting,
1 would hope to meet the Argentine Foreign Minister in the margins
and would like to indicate our willingness to enter into negotia-—
tions fairly soon. 1 would not intend myself to conduct any
substantive discussions with him then, but I would suggest that

CONFIMTETIAL, COVERTNG SECRET )i e T
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Nicholas Ridley might arrange subsequently to meet with his
Argentine opposite number. 1 would expect negotiations to
begin in the autumn. The speed with which they go ahead can
be adjusted to circumstances as long as the direction of
movement is clear. 1 would report signiiieant dévelnpmenisx
you and our colleagues. s
11. I am copying this minute to other members of sz,
the Secretary of State for Energy, to the Attorney
and the Secretary of the Cabinet. If there seems to be aay
difficulty about what I am proposing, I would be grat

have an urgent indication ot this beiome I leave for New 1
~ I» Wy »

o d - ve agaiont saly smabh Fobls

at the weekend.

R LTTTEN e uulr'n.- )
. I»'ie»;sh sthppiig sfs the arew, the BN hdn

Foreign and Co

20 Septembe;r 1978
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ANNEX I

"FORTRESS FALKLANDS"

A. DEFENCE OF THE FALKLAND ISLANDS
Current Measures

1. The Falklands are currently defended by a permanent detachment of
40 Royal Marines based in Port Stanley. They are supported in this
during the Antarctic Summer (rcughly December-March) by HMS ENDURANCE,
an ice patrol vessel with limited armament which carries out scientific
work on behalf of the British Antar{EE)c Survey as well as
demonstrating a Royal Naval presence in the area. These measures

cost the MOD some £3.5 million per annum. They provide only a

symbolic deterrent and would be effective against only small scale,

adventuristincursions.

. Measures to Counter Arcentine Invasion Threat

2. To counter a sudden and.serious maritime threat to the falklands,
the Dependencies or to British shipping in the area, the MOD has
assessed that it would be necessary to deploy a balanced naval force
of one guided missile destroyer, three frigates and supporting RFAs

and, possibly, one niclear puwe,ed submarine.

3. To provide a crecible deterrent, in te face of an increased
threat of military invasion, would require timely reinforcement of

the current garrison by at least a force of an RN Commando Group

and a Blowpipe air defence troop. Should the Argentines invade

before a deterrent jorce is deployed, or if the deterrent force
ieiled, to recover the Islands would reguire a force of at least

Field Force (formerly called @ Brigade Group) strength. At the very
best, such an expedition could not reach the Islands in under a month .
The remoteness of the Islands, their Limited airfield facilities ang
the fact that the only alternative airfields which could be used in
cases of emergency are in Argentina would make reinfor;ement by air
impossible and make resupply extremely difficult.

/4.
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Implications of Increased Defence Commitment

4. Such & diversion of our military resources would have far
reaching:effects. The extra fuel costs alone for the task force in
paragraph 2 would be of the order of £1 million. The implications
for our commitment to NATO would be serious. There would be a
reduction in NATO exercise involvement and a reduction in training,
which would adversely effect the fighting efficiency of the Fleet.
The deployment of a Field Force would have significant implications
for BAOR, for our planned roulement of troops in Northern Ireland
and would further exacerbate the problem of over-stretch in the
army. These problems would get progressively worse the longer the

force was required to remain in the area.

B. ECONOMIC BLOCKADE

5. & number of possibilities for harassment of the Islands are

‘available to the Argentines. They could

i) abrogate the Anglo-Argentine Communications Agreement of
1971, cutting passenger links with the outside world and
the freight service. There is no feasible alternative to

the air service and normal passenger services would cease.

ii) cease to preovide fuel: alternative supplies could be
provided, at great cost, by the Falkland Islands Company
or by the RN RFA which biennially tops up the Admiralty
oil tanks at Port Stanley.

T39) cut off supplies of food stuffs, cancel scholarships
for Falklands children in Argentina and suspend medical
co-operaticn. Such facilities could only be replaced in

the UK.

iv) interfere with British shipping: the Islands are almost
entirely dependent on theUnited Kingdom for their trade.
Exports (almost entirely of wool) are marketed via the UK;
85% of imports originate froq the UK. MOD have a2ssessed
that in such circumstances we should nced to provide a
naval task force periodically to escort a2 ship or ships

/to
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to the Islands. A typical task force might consist of
a helicopter cruiser or guided missile destroyer,
frigates, possibly a fleet submarine and supporting

L RFAs. Each operation would take at least 6 weeks.

5. The Argentines could take measures against British economic
interests in Argentina eg refuse to pay monies outstanding on

the Type 42 destroyercontract; cancel other defence contracts
under negotiation worth over £100 million; and expropriate

British assets, worth over £200 million. They could orchestrate
industrial and/or bureaucratic action against British exports
(£114 million in 1978) and harrass the British Community of 30,000
in Argentina (17,000 hold British passports).

6. The Argentines cou(dféccupy uninhabited Dependencies (they
have already set up a2 scientific station on one of them, Southern
Thule) and/or arrest the British Antarctic Survey team on South

Georgia.

7. _The effect of such measures, or & selection of them, would be
cumulative. 1In the shcrt term, Life on the Islands would continue
to be tolerable. But a prolonged blockade would have & disastrous
effect on Islander morale. Internationally, we could expect little
sympathy or support and the pressure would be increasingly on HMG

to make concessions.



ANNEX I1

FALELAND ISLANDS: TERMS OF REFERENCE FOR NEGOTIATIONS (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 sovereignty, with regard to the Falkland
Islands, South Georgia and South Sandwich Islands, and
economic cooperation with regard to the said territories,
in particular, and the South West Atlantic, 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 framework for Anglo-Argentine
economic cooperation which will contribute substantially
to the development of the Islands, and the region as a
whole.

A major objective of the negotiations 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.

The agreement to hold these negotiations, and the
negotiations 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 Governments.
If necessary, special Working Groups will be established.

W
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ANNEX III

FATKLAND ISLANDS: SOVEREIGNTY OPTIONS

I "Fortresss Falklands"

1. This is the idea that we need make no sovereignty concessions
to Argentina in that, if we stand firm, the Argentines will give
way or, otherwise, we would be able to defend the Islands

against any attack, direct or indirect. The concept is false.
The Argentines are not going to give up a sovereignty claim they
have maintained for decades.

2. The economic and military costs in attempting to defend and
mazintain our position in the Islands are looked at in Annex I.

We could not expect support from anyone in adopting such a
position, certainly not Chile, Uruguay or Brazil, to whom we have
to look for alternztive transit facilities. We are in a minority
of one in the United Nations on this issue. The "fortress"
concept would effectively prevent 21] development of the Islands.

II Sovereignty "fresze"

3 This would require Argentine agreement to leave the sovereignty
dispute in abeyance for z given period, say 30 years, at the end

of which we woulé teik review the sovereignty claim. There is
nothing in this thzt would appeal to the Argentines who want some
early progress on the sovereignty front.

ITI Joint sovereisrtv or Condominium

4. The inglo/French condominium of the New Hebrides is an
example: co-soversiz=ty wounld have to lead eventually to

co-gdrinistratior. It would present exiremely complicated

It woula T= unacceptable to the Islanders because it
involve frgentine 1ntervent10n in thelr way of llfe in one

/joint
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joint share of sovereignty which they want exclusively.

IV A "Mixed Approach"

5. We would seek to differentiate between territory, in which
the Argentines are primarily interested, and people which is
the main burden of our concerr. We would agree to concede
sovereignty over the uninhabited Dependencies and the maritime
zones to Argentina who would abandon her sovereignty claim over
the inhabited Falkland Islands. This would be unacceptable to
Lrgentina because it would not involve the concession of
sovereignty over the Falkland Islands which they are seeking.

V Other lModels
€. Two existing exzmples of shared sovereignty are:

a) Spitzberzen where Nerway has sovereignty but other
powers have the right of "economic access".

b) The Aaland Islands where Finland has sovereignty but

the Islanders enjoy certain special rights reflecting
their reiztionship with Sweden.

Keither would be zcceplable to the Islanders, because they would

involve an Argersi=s presence and intervention in their British

way of life.

VI Leaseback

7. We would ccncesde to the Argentines sovereignty over the
Falkland Islands. the Dependencies and their Maritime Zones.
trgentina woula simultaneously give HING lease over the Falkland
Islands &rd Sout: Gzorgis (where we have an ALnbtarctic base) and
their territorizl weters and agree on egual co-administration of
the economic resources of the Maritime Zones and seabed pertainines

to 211 the Falkland Islands and Dependencies.



8. A perpetual lease would be best but the Argentines are moB’ﬁ
unlikely to agree to this. The term would have to be nego

we would try for sazy 99 years but might have to settle, as a
last resort, for something like 30 years. If the >eriod were
short, it might be necessary to devise special amngemenhs to
enzble some of the Islanders to settle in the UK but, if the
economy were to blossom in the period agreed, only a few people
would be involved, particularly the older generation. ‘

AT
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1. The Secretary of State has asked that the draft minute to

the Prime Minister, submitted by Mr Duggan on 11 September,

be altered to make it more positive i.e. so that the leaseback
solution is brought out as a preferred and forward looking option,
chosen by us rather than forced on us.

Recommendation

2. I recommend that the attached draft minute, which has been
amended in paragraphs 3, 6, '7,, 8 and 9, should issue. -

18 September 1979

copies attached for:
PS/LPS -
PS/PUS ¥
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SUBJECT: FATKLAND ISLANDS

1. Our dispute with the Argentines over the Falkland
Islands continues. We need now to decide when and how
we carry forward our negotiations with them.

2. The Falkland Islands and their Dependencies are
small, remote, undeveloped and under—populated (1,850
people of British stock). 5
economic and polrblcai fu

for va.tal supplles (e
(air services).



; o et -
i ﬁ‘mb\smmve negotiations. I
7 3@:&9&;@‘ Minister to tell him
| in a constructlve

contlmung
> recent visit to
S Wa ion and ascertair

CONFIDENTIAL COVERING SECRET
B

7. BSerious negotiations will have to include concessions
on sovereignty by us. Our bargaining position is weak. -«
Theoretically there is a range of possible options (some
are examined in Annex 3). The one best fitted to meet our
own and Islander wishes would be to transfer owneeship

of the Islands to Argentina, on the understanding that they
would simultaneously grant us a lease roughly analogous

to that of Hong Kong New Territories.

8. The previous government's exchanges with the Argentines
implied such a leaseback solution and the Argentines know
this, but it has never been formally put either to them or to
the Falkland I landers. During his wvisit Nlcholas Ridley
found |a maJorlty offCoun01llors willing to Pon51der s?ﬁh

a possibility, prov1ded the lease was long enoug because

it would provide that British control of the Islands
continued. While we do not kggw whether the Argentines

will accept a lease-back or what price they might exact

in agreeing to one (they will obviously seek a fairly

short lease), there are p681t1ve reasons for pursulng

this option. If the Argentlnes want a solution this one
cohild give them the sov@relgnty conce581ons with which

to claim domestlcally«a major sSuccess. It would provide

the Islanders with cﬁntlnued British rule, natlonallty

and institutions. ,i solution would remove the major
impediment to better relations with Argentina and bring
commercial (e«g./ arms sales) and other dlv1dends. Jek

would go some towards unlocking the economic potential

of the Islands, by hslping to create a framework where 4
‘evelopment ‘could flourish w:Lthcmt any
ivneeaed from our ald‘funds EB naw What 1s

business and
support beir
needed in th
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agricultural development; and publicigl for such
opportunities. For this a political solution is
essential.

9. There will be difficulties in carrying through the
course T am proposing. If negotiations develop
positively, we shall have to ensure that we have
support for our proposals in Parliament. Provided

we carry the Islanders with us, we should achieve
this. On the other hand, the risks in being passive
and doing nothing (Annex 1) are clear; we should
positively seek a solution.

10. I would like Jour agreement and that of our colleagges
l to my proceeding on the above lines. I would let the
Falklang Islanders know of our intentions through ews k&
‘ . Governor. _ I shall probably meet the Argentine Foreign
| . Minister in the margins of the General Assembly in
New York next week, and would bropose to indicate ogyr
willingness to enter into negotiations fairly soon.

I would not intend myself to conduct any substantive

| discussions with him then, but I would suggest that
Nicholas Ridley might arrange subsequently to meet
with his Argentine opposite n b‘ert I would expect
negotiations to b:e'g;‘i.*h,@efovfe Eg'é end of this year.

The speed with which they go ahead can be adjusted

to circums 5 as long asthe direction of

: 7 ar. I would report significant

to. Jyou and our colleagues.
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SECRET

AWNEX T

"FORTRESS FALKIANDS"

A. DEFENCE OF THE FALKLAND ISLANDS

Current Measures

1. The Falklands are currently defended by a permanent detachment of
410 Royal Marines based in Port Stanley. They are supported in this
during the Antarctic Summer (roughly December-March) by HMS ENDURANCE, -
an ice patrol vessel with limited armament which carries out scientific
work on behalf of the British Antarctic Survey as well as demonstrating
a RlOyal Naval presence in the area. These measures cost the MOD some
£3.5 million per annum. They provldb‘(da"symbo]ie deterrent only effective
against "adventurist excursions" or other small scale incursions.
[Inplications of Defence Commitment/

2. To counter a sudden and serious maritime threat to the Falklands,
the Dependencies or British Shipping in the area the MOD has assessed

guided missile destroy
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L. Such a diversion of our military resources would have far z
effects. The extra fuel costs alone for the Task Force ﬁeﬁﬁm&ﬂi@

paragraph 2 would be of the order of £1M. There would be a r
in NATO Exercise involvement and a reduetion in trai;ﬂng which would

i

adversely affect the fighting efficiency of the Fleet. The deployment

of a force of Field Force strength would have significant implications

for BAOR, our planned roulement of troops in Northmﬁ'em and would

further exacerbate the problem of overstretch in the Army.

would get progressively worse the longer the force was requi

in the area.
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FALKLAND ISLANDS SK

Problem

1l At his meeting on 6 September to discuss policy on the
Falkland Islands, the Secretary of State asked that a minute to

the Prime Minister and his 0D colleagues be prepared.
Recommendation

2. I recommend that the Secretary of State send the attached
draft.

Background and Argument

A 3 The draft submitted on 17 August has been amended to
include matters raised during the Secretary of State's meeting,
in particular, by the inclusion of annexes, more detail on
alternative sovereignty options and some assessment of the
situation which would arise if conflict with Argentina were to
develop. This latter annex has been cleared, as appropriate,

with the Ministry of Defence and Economists.
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G A Duggan
South America Department
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Problem \} T
3 At his meeting on 6 September to discuss policy on the
Falkland Islands, the Secretary of State asked that a minute to
the Prime Minister and his OD colleagues be prepared.
Recommendation
25 I recommend that the Secretary of State send the attached
draft.
Background and Argument
A 3% The draft submitted on 17 August has been amended to

include matters raised during the Secretary of State's meeting,
in particular, by tﬂe inclusion of annexes, more detail on
alternative sovereiénty options and some assessment of the
situation which would arise if conflict with Argentina were to
develop. This latter annex has been cleared, as appropriate,

with the Ministry of Defence and Economists.
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G A Duggan
South America Department

11 september 1979 ﬁ,&uq MWJQA ﬁQ
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———In Confidence
FALKLAND ISLANDS
13 Our dispute with the Argentines over the
Falkland Islands continues. We need now to decide

when and how we carry forward our negotiations with

them.

2. The Falkland Islands and their Dependencies are
small, remote, undeveloped and underpopulated

(1,850 people of British stock). Their only hope
for a secure economic and political future is through
co-operation with Argentina. They are already
depenident on Argentina for vital supplies (eg oil)

and for communications (air services).

3 We could refuse to talk to the Argentines and
retreat into some "Fortress FAlklands"; or we could
adopt a negotiating position of no concessions on
sovereignty, which would result in a complete
breakdown. These are not realistic options. The
Islands are militarily indefensible, except by major
diversion of our current military resources. The
cost of supplying them directly from the UK in face
of 2 hostile Argentina would be unacceptably high.
The Islands would be condemned to economic decline
and social decay and we would have to commit
ourselves to heavy aid expenditure to keep them
going. (Annex I). Such a policy would be sterile.

4.
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4, I see no alternative to meaningful
mrions. I have written to the Argentine (Flag B)

Foreign Minister to tell him of our wish to continue

the dialogue in a constructive spirit and with the

sincere intention of resolving our difficulties.

S From 1977 the previous Government negotiated
with the Argentines on terms of reference announced
in April 1977 (Annex II). The exchanges included
the question of sovereignty but were largely
exploratory and without prejudice to either side's
sovereignty claim. No substantive progress was
made . The Falkland Islanders were kept closely
informed throughout and it was made clear to all
that no solution would be brought to Parliament

which did not have Islander support.

6. For some dozen years, successive British
administrations have been playing for time. This
cannot go on much longer. Argeﬁtine reactions are
unpredictable and possibly violent. Nicholas
Ridley, following his recent visit to the Falkland
Islands to look at the situation and ascertain
Islander views, is firmly of the opinion that delay
benefits no-one. It is better to negotiate
seriously. Such negotiations will have to include
concessions on sovereignty by us. But we must not
sell out the Islanders. The objective would be to
tind a solution with which the Argentines might
agree and which the Islanders will accept: To
surrender only the trappings of sovereignty in
return for guaranteed economic and political
security for the Islanders under British rule. It

Jwill .
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will help if we negotiate in the context of our
overall relations with Argentina, including the
economic development of the South West Atlantic (oil
- if proven - and fish) and co-operation in

Antarctica.

T Our bargaining position is weak. There is a
range of theoretically possible options - some of
which are examined in Annex III. The least

unsatisfactory has in recent years appeared to be the
transfer of ownership of the Islands to Argentine on
the understanding that they would simultaneously grant
us a lease roughly analogous to that on Hong Kong New

Territories.

ar The previous government's exchanges with the
Argentines implied such a leaseback solution and the
Argentines know this but it has never been formal Ly
put either to them or to the Falkland Islanders.
During Bis recent visit to the Islands, Nicholas
Ridley found a majority of Councillors willing to
consider such a possibility, provided the lease was
long enough, because it would provide that British
control of the Islands continued. We do not know
whether a leaseback would be acceptable to the
Argentines or what price they might extract in agreeing
to it, eg how short a lease (perhaps 30 to 50 years) ;
but it is worth trying. If the Argentines want a
solution this one could give them the sovereignty
concessions with which to claim domestically a major
success. It would provide the Islandérs with
continued British rule, nationality and institutions.
A solution would remove the major impediment to

/better



better relations with Argentina and bring commercial

wrms sales) and other dividends. 1t would go

some way towards unlocking the economic potential
of the Islands, by helping create a framework where
business and development could flourish without any
support being needed from our aid funds as now.
What is needed in the Islands, along with a much
greater population, is proper banking facilities
(including access to private capital); a less
onerous tax regime (and one which encourages inward
investment); the breakup of the monopolistic
Falkland Islands Company which inhibits agricultural
development; and publicity for such opportunities.

For this a political solution is essential.

9 There are risks inherent in what I am proposing.
1f negotiations develop positively, there will be a
major problem in selling any seolution to Parliament;
but provided we carry the Islanders with us, 1 see

no reason why this should not be surmountable, if we
choose our moment carefully. On the other hand,

there are worse risks in doing nothing (Annex I).

10. I would like your agreement and that of our
colleagues to my proceeding on the above Llines. b 4
would let the Falkland Islanders know of our
intentions through our Governor. When I meet the
Argentine Foreign Minister in the margins of the
General Assembly in New York in the next few weeks, I
would indicate our willingness to enter into
negotiations fairly soon. I would not propose
myself to conduct any substantive discussions with

/him
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him then, but I would suggest that Nicholas Ridley
might arrange subsequently to meet with his Argentine
opposite number. I would expect negotiations to
begin before the end of this year. The speed with
which they go ahead can be adjusted to circumstances
as long as the direction of movement is clear. I
would report significant develop‘mlents to ya"u‘ and IQ!a!"r»

colleagues.

12 I am copying this minute to other members of 0D,

to the Secretary of State for Energy, to the Attorney
General and the Secretary of the Cabinet. .
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ANNEX I

"FORTRESS FALKLANDS"

A. DEFENCE OF THE FALKLAND ISLANDS
Current Measures

1. The Falklands are currently defended by a permanent detachment of

40 Royal Marines based in Port Stanley. They are supported in this
during the Antarctic Summer (roughly December-March) by HMS ENDURANCE,
an ice patrol vessel with limited armament which carries out scientific
work on behalf of the British Antarictic Survey as well as
demonstrating a Royal Naval presence in the area. These measures

cost the MOD some £3.5 million per annum. They provide only a

symbolic deterrent and would be effective against only small scale,

adventuristincursions.

Measures to Counter Argentine Invasion Threat

2. To counter a sudden and serjous maritime threat to the falklands,
the Dependencies or to British shipping in the area, the MOD has
assessed that it would Hé necessary to deploy a balanced naval force
of one guided missile destroyer, three frigates and supporting RFAs

and, possibly, one nuclear powered submarine.

3. To provide a credible deterrent, in te face of an increased
threat of military invasion, would require timely reinforcement of
the current garrison by at least a force of an RN Commando Group

and a Blowpipe air defence troop. Should the Argentines invade
before a deterrent force is deployed, or if the deterrent force
failed,to recover the Islands would require a force of at least
Field Force (formerly called a Brigade Group) strength. At the very
best, such an expedition could not reach the Islands in under a month .
The remoteness of the Islands, their limited airfield facilities and
the fact that the only alternative airfields which could be used in
cases of emergency are in Argentina would make reinforcement by air
impossible and make resupply extremely difficult. )

/4.
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Implications of Increased Defence Commitment

4. Such a diversion of our military resources would have far
reaching effects. The extra fuel costs alone for the task force in
paragraph 2 would be of the order of £1 million. The implications
for our commitment to NATO would be serious. There would be a
reduction in NATO exercise involvement and a reduction in training,
which would adversely effect the fighting efficiency of the Fleet.
The deployment of a Field Force would have significant implications
for BAOR, for our planned roulement of troops in Northern Ireland
and would further exacerbate the problem of over-stretch in the
army. These problems would get progressively worse the longer the

force was required to remain in the area.

B. ECONOMIC BLOCKADE

5. A number of possibilities for harassment of the Islands are

available to the Argentines. They could

i) abrogate the Anglo-Argentine Communications Agreement of
1971, cutting passenger links with the outside world and
the freight service. There is no feasible alternative to

the air service and normal passenger services would cease.

ii) cease to provide fuel: alternative supplies could be
provided, at great cost, by the Falkland Islands Company
or by the RN RFA which biennially tops up the Admiralty
oil tanks at Port Stanley.

i1i) cut off supplies of food stuffs, cancel scholarships
for Falklands children in Argentina and suspend medical
co-operation. Such facilities could only be replaced in

the UK.

iv) interfere with British shipping: the Islands are almost
entirely dependent on theUnited Kingdom for their trade.
Exports (almost entirely of wool) are marketed via the UK;
85% of imports originate from the UK. MOD have assessed
that in such circumstances we should nced to provide a
naval task force periodically to escort a ship or ships

/to
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to the Islands., A typical task force might consist of
a helicopter cruiser or guided missile destroyer,
frigates, possibly a fleet submarine and supporting

RFAs. Each operation would take at least 6 weeks.

5. The Argentines could take measures against British economic
interests in Argentina eg refuse to pay monies outstanding on

the Type 42 destroyercontract; cancel other defence contracts
under negotiation worth over £100 million; and expropriate
British assets, worth over £200 million. They could orchestrate
industrial and/or bureaucratic action against British exports
(£114 million in 1978) and harrass the British Community of 30,000
in Argentina (17,000 hold British passports).

6. The Argentines could occupy uninhabited Dependencies (they
have already set up a scientific station on one of them, Southern
Thule) and/or arrest the.British Antarctic Survey team on South

Georgia.

7. The effect of such measures, or a selection of them, would be
cumulative. In the shcrt term, life on the Islands would continue
to be tolerable. But a prolonged blockade would have a disastrous
effect on Islander morale. Internationally, we could expect Llittle
sympathy or support and the pressure would be increasingly on HMG

to make concessions.
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