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T H E P R I M E MINISTER said that, as the Cabinet would r e c a l l , the 
decis ion to acquire T r i d e n t to replace P o l a r i s as the United Kingdom 
strategic nuclear de te r ren t had been announced i n July 1980, 
fo l lowing agreement w i t h the Car te r A d m i n i s t r a t i o n . The decis ion 
was to adopt the A m e r i c a n T r i d e n t 1(C4) m i s s i l e to be c a r r i e d i n a 
new B r i t i s h submarine based c losely on the A m e r i c a n submarines 
c u r r e n t l y c a r r y i n g Poseidon and C4 m i s s i l e s . Since then the 
M i n i s t r y of Defence had c a r r i e d f o r w a r d the technical and f inancia l 
studies on the p ro jec t which were only possible after the decis ion 
had been made publ ic . In October 1981 Pres ident Reagan had 
announced his decis ion to deploy the T r i d e n t 2 (D5) m i s s i l e i n 1989, 
and to phase out the T r iden t 1 m i s s i l e by 1998. The Pres ident had 
indicated that i f B r i t a i n wished to buy T r i d e n t 2 he would agree. A 
group of M i n i s t e r s under her chairmanship had been consider ing this 
question. They were i n no doubt that B r i t a i n should continue to 
have her own independent s trategic nuclear de ter rent ; and that the 
p o s s i b i l i t y of acqui r ing T r i d e n t 2 rather than T r i d e n t 1 should be 
ser ious ly considered, provided that sa t isfactory te rms could be 
negotiated w i t h the A m e r i c a n s . The choice was one of great 
technical complexi ty and had considerable f inancial imp l i ca t i ons . 
Over the whole 15 year per iod of the p ro jec t the extra capi tal cost of 
acqu i r ing T r i d e n t 2 would on a July 1980 p r i ce and exchange rate 
basis be about £600 m i l l i o n , b r ing ing the to ta l capi ta l cost over the 
pe r iod to £6 b i l l i o n i f the decis ion were to go for a 4 boat force; at 
September 1981 pr ices and exchange rates the total rose to 
£7-| b i l l i o n . The through- l i fe running costs would be l i k e l y to be 
lower i n the case of T r i d e n t 2, because i t would be operating i n 
p a r a l l e l w i t h an A m e r i c a n p r o g r a m m e . Both capi tal and running 
costs could be accommodated w i t h i n the defence budget wi thout 
unacceptable consequences for the conventional defence effort ; and 
i n the next four years T r i d e n t 2 would i n fact cost less than T r i d e n t 1, 
She therefore intended to send a message to Pres ident Reagan to 
suggest that a sma l l team of senior of f ic ia ls should v i s i t Washington 
to discuss the t e rms on which the Amer i cans would be w i l l i n g to make 
avai lable , i f requi red , the technology, equipment and ma te r i a l s 
necessary for T r i d e n t 2. When these negotiations were completed 
the mat te r would be brought back to the Cabinet for decis ion. 
Meanwhile the Secretary of State for Defence would be ready to 
arrange a f u l l b r i e f i ng , for any member of the Cabinet who wished, 
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on the s t ra tegic , technical and f inancial background to the issue. I t 
was of the u tmost impor tance that there should be no leak or public 
ind ica t ion of the Government 's pos i t ion , i n order not to prejudice the 
success of the negotiations i n Washington. The r eco rd of the present 
discussion should therefore be retained by the Secretary of the Cabinet 
and not c i rcu la ted to members of the Cabinet. 

In the course of a b r i e f discussion i t was noted that any member of 
the Cabinet who wished to receive the suggested b r i e f ing would need 
to a l low 2-2 hours for the purpose. The complexi t ies of the potent ia l 
choice could not be adequately explained i n any shor ter pe r iod . 
Interested M i n i s t e r s would contact the Secretary of State for Defence 
on an ind iv idua l basis , observing m a x i m u m d i sc re t ion . The 
Secretary of State for Defence would be discussing separately w i t h the 
Secretary of State for Scotland the impl i ca t ions for the shore 
f ac i l i t i e s r equ i red . 

The Cabinet -

Took note. 

Cabinet Office 

2 5 January 1982 
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The Cabinet considered a memorandum by the Chancellor of the 
Exchequer (C(82) 1) on the Government ' s economic s trategy and i t s 
imp l i ca t ions for the p repara t ion of his fo r thcoming Budget on 9 M a r c h . 

T H E C H A N C E L L O R OF T H E EXCHEQUER said that the la test forecasts 
predic ted continuing, though slow, r ecovery i n output and a fur ther f a l l 
i n i n f l a t i on . Unemployment was l i k e l y to edge up a l i t t l e fur ther i n 
1982, though at a d imin i sh ing ra te , whi le i n d u s t r i a l p roduc t i v i t y should 
continue to i m p r o v e . The general p ic tu re was one of continuing 
recovery , w i t h encouraging signs of r ea l improvemen t i n the economy, 
though this could be inval idated by events beyond the Government 's 
con t ro l such as high in t e res t rates i n the United States of A m e r i c a or a 
serious set-back on pay. Fo r the recovery to continue, and to secure 
a genuine improvement i n the employment s i tuat ion, i t was essential to 
persevere w i t h the present economic s trategy. F o r domestic and 
overseas confidence i n the strategy to be sustained, the f inancia l f r ame­
w o r k had to be c red ib le . Wi th in this f r amework the size of the Publ ic 
Sector B o r r o w i n g Requirement (PSBR) for 1982-83 was c r u c i a l . The 
present forecast , which could change substant ial ly before M a r c h , gave 
a p rov i s iona l f igure of ra ther less than the £9 b i l l i o n for which the 
Government had planned at the t ime of the 1981 Budget. This forecast 
was based on the assumptions that public spending next year would be at 
the l eve l agreed by Cabinet i n November - a planning total of about 
£11 5 b i l l i o n ; and that income tax thresholds and excise duties would be 
increased i n l ine w i t h in f l a t ion , but that the tax s t ruc ture and rates were 
i n other respects unchanged. He would now welcome the views of the 
Cabinet on what might be the appropria te size of the PSBR i n 1982-83 
and, i f some reductions i n taxat ion should t u r n out to be possible , how 
these migh t be d i s t r ibu ted . 

In consider ing the size of the PSBR, a balance had to be s t ruck between 
the objectives of b r ing ing about lower i n t e r e s t rates and, where possible , 
making tax reduct ions, To plan for a PSBR of , say, £7 - £8 b i l l i o n 
would give a better prospect for lower in te res t rates which would be 
helpful to i ndus t ry and to people w i t h mortgages; i t would not, however, 
leave any r o o m for tax reduct ions, apart f r o m those changes a l ready 
assumed i n the forecasts . On the other hand, to go for a PSBR above 
about £9 b i l l i o n was l i k e l y to lead to higher in te res t rates than now, to 
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affect the confidence of the f inancia l marke t s , and to r i s k so la rge a f a l l 
i n s t e r l ing as to jeopardise the prospects of reducing in f la t ion and to 
i m p a i r , or even reverse , r ecovery . 

In so far as tax reductions were possible , the choice was b road ly 
between measures which would d i r e c t l y affect p r i ce s , those which 
would reduce income tax, and those which would d i r e c t l y ass is t 
companies; though elements of a l l three could be included i n the f ina l 
Budget package and he would also be consider ing a number of other 
smal le r i t e m s , as w e l l as the s t ructure of the N o r t h Sea tax r eg ime . 
Measures to affect p r i ce s could include less than f u l l r eva lo r i sa t ion of 
excise duties or a reduct ion i n the rate of Value Added Tax; such changes 
would avoid additions to the Re ta i l P r i c e Index. Fo r the personal 
sector, an increase i n tax allowance of 10 to 11 percentage points above 
in f l a t ion would be necessary to res tore tax thresholds , as a p r o p o r t i o n 
of average earnings, to the i r 1978-79 leve ls ; an increase would b r ing 
benefits i n wage bargaining, and would d i m i n i s h the pover ty t rap and 'why 
w o r k ' p rob l ems . Assistance to companies would have the most d i r e c t 
impac t on companies ' income, though at the r i s k of some leakage into 
wages; the ma in proposal which had been canvassed was for a reduct ion 
i n the National Insurance Surcharge (NIS). 

In d iscuss ion the fo l lowing were the ma in points made:­

a. I t was general ly agreed that the a i m should be to main ta in 
the Government ' s broad economic s t ra tegy ; any r ad ica l departure 
now, i n search of benefits wh ich could be only s h o r t - l i v e d , would 
be damaging to the Government 's c r e d i b i l i t y and deeply disappointing 
to i t s suppor ters . The 1982 Budget should be seen as a development 
of present po l i cy . Its a i m should be to give confidence and hope to 
indus t ry , to the public general ly , and to the Government ' s 
suppor ters . 

b . I t would be a mistake to go too far i n offer ing tax and other 
re l ie fs i n the coming Budget. Something should be kept i n hand 
to deal w i t h d i f f icu l t i es which could emerge la te r i n the year. The 
r i g h t course was to leave r o o m for progress i n l a t e r Budgets i n 
which there could be fur ther tax reduct ions . I t was p a r t i c u l a r l y 
impor t an t to avoid the mistake of going so far i n the 1982 Budget 
that re t renchment might be necessary i n 1983. The Government 
should not put at r i s k the publ ic ' s sense of i t s competence i n the 
handling of the economy through a pe r iod of great d i f f i cu l ty and 
recess ion. I t would be impor tan t to be sure that measures included 
i n the Finance B i l l would be supported i n the House of Commons and, 
i n p a r t i c u l a r , to avoid any which migh t have to be wi thdrawn through 
l ack of support f r o m Conservative Members of Pa r l i amen t . Care 
should be taken i n the r ema in ing weeks before the Budget not to 
arouse over op t imi s t i c expectations of i t s contents. 
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c. I t was general ly agreed that i t would be better to make tax 
reductions ra ther than to plan for a PSBR as low as £7 - £8 b i l l i o n 
i n the hope of b r ing ing about lower in te res t ra tes . Tax reductions 
offered a more ce r ta in , and v i s ib l e , benefit than the possible 
reduct ion of in te res t ra tes . The Government could influence the 
l eve l of in te res t rates only to a l i m i t e d extent; the effect on in t e res t 
rates of a lower PSBR could be more than offset by other factors 
such as high in t e re s t rates i n other countr ies , notably i n the United 
States of A m e r i c a . 

d. A number of M i n i s t e r s thought that i t would be r igh t to p lan 
for a PSBR of up to £9 b i l l i o n . This should a l low for tax reductions; 
i t should also avoid put t ing at r i s k the r ecovery of the economy, and 
the prospects for continuing export led growth , by going so high as to 
lose the confidence of the f inancia l marke ts i n the Government ' s 
economic po l i cy . 

e. Some M i n i s t e r s thought that the PSBR should be somewhat 
h igher - perhaps £10 - £11 b i l l i o n - and that this would not undermine 
marke t confidence, provided that the PSBR was no higher as a 
percentage of Gross Domest ic Product than i n previous years . The 
f inancia l marke ts migh t be encouraged to accept bo r rowing at this 
l eve l i f the PSBR were rec lass i f i ed to d is t inguish public sector 
b o r r o w i n g to finance capi ta l and product ive investment , o r poss ib ly 
to exclude some of such b o r r o w i n g f r o m the PSBR; on the other 
hand, the marke t s migh t discount such rec lass i f i ca t ion , and any 
rev iew of the def in i t ion of the PSBR could lead to the inc lus ion of 
some types of b o r r o w i n g at present outside i t s scope. I t was fur ther 
suggested that, i f a high PSBR led to i n s t a b i l i t y i n the exchange rate , 
this migh t be met by the United Kingdom deciding to par t ic ipa te i n 
the exchange rate mechanism of the European Monetary System. 

f. In consider ing how any f inancia l r e l i e f m igh t be d i s t r ibu ted , 
i t was general ly agreed that the emphasis should be on giving help 
to companies ra ther than to ind iv idua l s . While there were now 
signs of economic recovery , there was s t i l l a long way to go, and 
i t was impor t an t to take steps to strengthen the count ry ' s i n d u s t r i a l 
and c o m m e r c i a l base. Th i s , ra ther than reductions i n the r e a l 
rate of personal taxation, was the best way to respond to the p r o b l e m 
of unemployment and to open up the prospect of creat ing jobs . 

g. I t was general ly agreed that income tax thresholds should be 
increased i n 1982-83 i n l ine w i t h in f l a t ion ( "Rooker -Wise" ) . I t was 
suggested that the Chancellor of the Exchequer should not seek to 
make good i n the 1982 Budget the effects of not indexing thresholds 
i n 1981-82, but that some r e l a t i v e l y modest changes i n personal 
al lowances, over and above "Rooker -Wise" migh t be considered for 
the 1982 Budget. Fu r the r changes i n personal taxat ion should be lef t 
for considera t ion i n the 1983 Budget. 
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h . I t was agreed that, w i t h the exception of p e t r o l and derv , 
i n d i r e c t taxes should be fu l ly r eva lo r i s ed . I t would be helpful 
to i ndus t ry and to r u r a l communi t ies i f any increases i n the 
t a x on p e t r o l and de rv were less than f u l l r eva lo r i sa t ion ; 
i t was un l ike ly that a m a j o r i t y i n the House of Commons would 
support a measure to increase the p r i c e of a gal lon of p e t r o l 
by 9p, which would be the effect of f u l l revalor isat ion. 

i . Opinion was divided on whether the m a i n measure to help 
i ndus t ry should be a reduct ion i n the NIS. Some M i n i s t e r s 
wished p r i o r i t y to be given to this reduct ion: the public were 
resentful of what they saw as a tax on employment , at a t ime 
when 3 m i l l i o n people were unemployed; and i t would be w a r m l 
welcomed by indus t ry as a response by the Government to the i r 
representat ions . These M i n i s t e r s doubted whether i n present 
c i rcumstances any s ignif icant p a r t of the benefit would be 
passed on i n the f o r m of wages ra ther than used to res tore 
p r o f i t a b i l i t y and to increase investment and output. Other 
M i n i s t e r s thought that a reduct ion i n the NIS would be m i s ­
d i rec ted : less than one - th i rd of NIS payments were made by 
manufactur ing indus t ry and much of the benefit would go to the 
banking and N o r t h Sea o i l sectors whose needs were r e l a t i ve ly 
less press ing . Unless steps were taken to prevent i t , some 
of the benefit would also go to loca l author i t ies and nationalised 
indus t r i e s . The trade unions would be l i k e l y to seize the 
oppor tuni ty of the reduct ion to re inforce the i r c la ims for higher 
increases than otherwise i n the coming round of wage 
negotiat ions; the r e su l t could be that much of the benefit would 
be taken up by wage increases . 

j . I t would be bet ter not to devote any fur ther substantial 
resources to large p rogrammes of publ ic sector capi tal inves t ­
ment which would be slow i n f r u i t i o n and i n helping to reduce 
unemployment . A better course would be to consider 
measures to s t imula te , and to accelerate , investment i n 
selected sectors by offer ing t i m e - l i m i t e d f inancia l incentives 
which would be available for , say, investment undertaken i n 
the next two years . In p a r t i c u l a r , there was support for 
measures to s t imulate a p rog ramme of house improvement : 
this w o r k was labour intensive, and so would be useful i n 
reducing unemployment; a p rog ramme could take effect 
qu ick ly ; and i t would be seen as a posi t ive and necessary 
measure to res tore the qua l i ty of the country ' s housing stock 
which was r ap id ly de te r io ra t ing i n a number of areas . 
Proposals for inves tment by the nat ionalised indus t r ies showJQg 
a sat isfactory r e t u r n should not be held back by capi ta l r a t i o n ­
ing ; cash planning systems i n the publ ic sector should be 
operated so that capi tal p rogrammes did not suffer and were 
able to benefit f r o m underspending elsewhere. 
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k. I t would however i n general be bet ter for any new 
assistance to pa r t i cu l a r sectors of indus t ry to be given by way 
of tax reductions ra ther than increased public expenditure. 
Al though some public expenditure had the effect of helping the 
p r iva te sector, this point was not general ly and read i ly 
perce ived; and i t was impor t an t that the Government should not 
be c r i t i c i s e d for appearing to preside over an inexorab ly , 
expanding public sector. 

1. F u r t h e r considerat ion should be given to proposals for 
pr iva te sector pa r t i c ipa t ion i n public sector p ro jec t s , such as 
the roads p r o g r a m m e . There were poss ib i l i t i e s for using 
public sector money i n par tnersh ip w i t h pr iva te sector finance, 
f o r example i n house bui ld ing , w i t h a ve ry beneficial gearing 
effect i n the sense that a r e l a t i v e l y s m a l l in jec t ion of publ ic 
sector money could lead to a considerable investment p r o ­
g ramme . The Secretary of State for the Envi ronment , i n 
consul tat ion w i t h the Chief Secretary, T reasu ry , would shor t ly 
be making proposals to the M i n i s t e r i a l Commit tee on Economic 
Strategy on the poss ib i l i t i e s for the d i r e c t involvement of m a r k e t 
finance i n const ruct ion projects i n the public sector. 

m . Although i t had so far proved imposs ib le to w o r k out a 
prac t icable scheme, i t would be he lp fu l i f there could be some 
reduct ion i n i n d u s t r i a l energy costs. The Secretary of State 
for Energy would shor t ly be making proposals to the Chancellor 
of the Exchequer on e l e c t r i c i t y p r i ces for large i n d u s t r i a l users . 
The Secretary of State for Indus t ry had put proposals to the 
Chancel lor of the Exchequer for measures to help sma l l f i r m s , 
to s t imulate en te rpr i se , and to encourage the development of 
new technology. 

n . In consider ing the measures i n the 1982 Budget, account 
should be taken of the i r impac t on the coming round of wage 
negotiat ions. Mos t wage earners were seeing the i r personal 
disposal incomes reduced by increases i n tax, national insurance, 
rates and fuel b i l l s ; about two- th i rd s of trade unionists l i ved 
i n counci l houses and they were faced w i t h rent increases too. 
This would increase the pressure for h igher wage increases i n 
the coming pay round. In the public sector, where cash l i m i t s 
operated, i t could i n d i r e c t l y lead to cuts i n capi ta l expenditure 
to compensate for increased wage costs. Considerat ion should 
be given to the p o s s i b i l i t y of inf luencing wage bargaining i n 
selected sectors of p r iva te indus t ry ; for example, i t migh t be 
indicated that i f the const ruct ion indus t ry were to settle at a 
r e l a t i v e l y modest l eve l of wage increases , the Government would 
then be w i l l i n g to introduce tax allowances which would s t imulate 
a c t i v i t y , and employment , i n the indus t ry . 
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THE P R I M E MINISTER, summing up the discussion, said that the 
Cabinet recognised that the Chancellor of the Exchequer would have to 
determine both the m a i n budgetary judgment and the details of budgetary 
measures i n the l i gh t of the s i tuat ion and prospect as they appeared 
nearer the t i m e . The discuss ion had shown that the Cabinet agreed 
that i t would be r i gh t to continue on the broad s t ra tegy which the 
Government had followed h i the r to . I t was essential not to put at r i s k 
the objective of reducing in f l a t ion ; w i t h i n that the a i m should be to 
enable the country to take advantage of the prospects of recovery . 

The Cabinet ­

1. Took note, w i t h approval , of the P r i m e M i n i s t e r ' s 
summing up of the i r d iscussion. 

2. Invi ted the Chancellor of the Exchequer to take 
account of the views expressed and the points made i n 
discussion i n the p repara t ion of his fo r thcoming Budget. 

Cabinet Office 

28 January 1982 
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T H E SECRETARY OF S T A T E FOR DEFENCE said that the strategic 
nuclear de te r ren t was cen t ra l to the defence of the United Kingdom. 
No one could foresee what migh t over the next 30-40 years happen to 
the N o r t h A t l an t i c T r e a t y Organisat ion or to the United States atti tude 
to the defence of Europe. A strategic de te r ren t under B r i t i s h nat ional 
con t ro l was therefore essent ia l . The P o l a r i s force would be 30 years 
old by the 1990s and i t s c r e d i b i l i t y would be dec l in ing . Only a four ­
boat T r i d e n t force could provide a successor which would be credible i n 
Soviet eyes and r ema in operat ional w e l l into the 21st Century. The 
D5 T r i d e n t 2 m i s s i l e would be more cost-effective than the C4 T r i d e n t 1 
ve r s ion , because i t would preserve commonal i ty between B r i t a i n and 
A m e r i c a . I t would also be cheaper dur ing the years immed ia t e ly ahead. 
I ts total cost over fif teen years would average £500 m i l l i o n a year o r 
j u s t over three per cent of an annual Defence Budget of over 
£14, 000 m i l l i o n . B y contras t France ' s nuclear de te r ren t was costing 
twenty per cent of her defence expenditure. F o r both m i l i t a r y and 
p o l i t i c a l reasons the B r i t i s h decis ion could not be fur ther delayed. 
Fo l lowing the Cabinet 's d iscuss ion on 21 January, therefore , secret 
h i g h - l e v e l negotiations had been undertaken w i t h the United States 
author i t ies to establ ish the t e rms on which the Tr iden t 2 m i s s i l e could 
be made avai lable . The upshot of these negotiations had been exception­
a l l y favourable; after a d i f f i c u l t s tar t the Amer i cans had i n the end 
made every effor t to be he lpful . As i n the case of the P o l a r i s and 
T r i d e n t 1 agreements , the mi s s i l e s would be made available at the 
contract p r i c e applicable to the United States Navy. By way of offset 
the United States author i t ies had undertaken to modi fy a d m i n i s t r a t i v e l y 
the effect of the i r Buy A m e r i c a l eg i s l a t ion , so that B r i t i s h indus t ry 
could compete for sub-contracts across the whole range of the United 
States T r i d e n t p r o g r a m m e . A m e r i c a n l i a i son staff i n London would be 
available to advise B r i t i s h f i r m s wish ing to tender fo r such business. 
The i r success would of course depend on the i r compet i t iveness . The 
Amer i cans had also indicated p r i v a t e l y that they hoped to continue the i r 
cu r r en t po l icy of placing other la rge defence o rders i n B r i t a i n . The 
surcharges applicable to a B r i t i s h purchase of T r i d e n t 2 would be 
£35 m i l l i o n lower than those envisaged under the T r i d e n t 1 agreement; 
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the f ac i l i t i e s charge had been waived altogether and the Research and 
Development levy would be l i m i t e d to a f ixed sum i n constant do l l a r s 
ra ther than a percentage, so that no cost escalat ion r i s k would be 
involved i n ei ther case. In r e t u r n for these concessions the Amer i cans 
had sought assurances about B r i t i s h conventional deployments; and 
whi le no specific undertakings of this k ind would feature i n the proposed 
agreement, the B r i t i s h negotiators had been able to make good use of 
his decis ion (which he had a l ready taken on.other grounds) to r e t a in the 
Royal Navy 's two assault ships Fear less and I n t r e p i d . As the r e su l t 
of an unexplained leak some account of these t e rms had appeared i n the 
B r i t i s h P re s s . Publ ic reactions had been favourable. Subject to the 
Cabinet 's agreement he now hoped that the negotiations could be 
concluded and the new agreement announced on 11 M a r c h . Thereafter 
every ef for t would need to be made to max imise public support for the 
dec is ion . Although a m a j o r i t y of the electorate c l e a r l y believed that 
B r i t a i n should re ta in an independent de ter rent , there was as yet less 
agreement that T r i d e n t 2 would be the r i g h t choice. I t would be 
i m p o r t a n t to show that i t s r e a l cost over t ime would be no higher than 
T r i d e n t l ' s would have been; that i t would leave r o o m w i t h i n the defence 
p r o g r a m m e for s ignif icant increased expenditure on conventional forces; 
and that there would be no need fo r B r i t a i n to deploy the m a x i m u m 
number of mi s s i l e s or warheads possible w i t h the T r i d e n t 2 system, i f 
a more l i m i t e d number proved m i l i t a r i l y adequate. 

In discussion there was general support for the Secretary of State for 
Defence's proposals and apprecia t ion was expressed for the f u l l 
b r i e f i ng which he had ar ranged for members of the Cabinet fo l lowing 
the i r e a r l i e r d iscuss ion of the subject on 21 January. The decis ion 
would be w a r m l y welcomed by a lmos t a l l the Government ' s supporters 
i n Pa r l i amen t , as a meet ing the previous evening had made c lea r . 
Cost escalat ion remained a danger; but the proposed offset a r range­
ments should prove p a r t i c u l a r l y valuable, p rovided that they did not 
encounter too much opposit ion i n the United States Congress. A major 
ef for t would now be necessary to r a l l y public support for the T r i d e n t 2 
p r o g r a m m e . I t would not be possible to devise penalty arrangements 
which would preclude a future Government f r o m abandoning i t . But 
p o l i t i c a l l y i t might not prove disadvantageous that compara t ive ly l i t t l e 
would have been spent on the p r o g r a m m e by the t ime of the next 
General E lec t ion ; the Government could not be accused of p r e - emp t ing 
the issue, and i n prac t ice many of the i r opponents i n P a r l i a m e n t would 
i f they came to office be forced to recognise that the decis ion now being 
taken was the only possible one. Publ ic emphasis would need to be 
placed on the annual ra ther than the f if teen-year cost of the p r o g r a m m e ; 
on the inaccuracy of fears that i t would se r ious ly undermine B r i t a i n ' s 
conventional m i l i t a r y s t rength, which could i n fact be effect ively 
deployed only i n conjunction w i t h an adequate s trategic de ter rent ; and 
on the continuing search for nuclear d i sa rmament , which would be 
harder ra ther than easier i f B r i t a i n abandoned her pos i t ion of s t rength. 
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The Campaign for Nuclear D i sa rmamen t (CND) gained f r o m being at 
leas t nomina l ly a non-par ty organisat ion, and f r o m the support i t 
enjoyed among the young and in some church c i r c l e s . I t was perhaps 
a p i t y that the CND's many opponents were not also organised on a 
non-par ty basis . The CND r i g h t l y stressed the t e r r i b l e nature of 
nuclear weapons but fai led to recognise that B r i t a i n ' s possession of a 
s t rategic de te r ren t lessened ra ther than increased the danger of 
nuclear w a r . Al though there were arguments against suggesting that 
B r i t a i n migh t deploy fewer mi s s i l e s and warheads than the T r i d e n t 2 
system made possible , there would on balance be major advantage i n 
making c lear to those w i t h a serious concern fo r a r m s con t ro l that no 
m i l i t a r y escalation would i n p rac t i ce be involved i n the switch by 
B r i t a i n f r o m T r i d e n t 1. L o c a l opinion i n Scotland should also be 
reassured by the fact that T r i d e n t 2 would not involve an extension 
of the area of the base f ac i l i t i e s i n the F i r t h of Clyde. In te rna t iona l ly 
i t would have been unthinkable to leave France as the only effective 
nuclear power i n Western Europe. B r i t a i n ' s a l l i es were not expected 
to oppose her T r i d e n t 2 decis ion. Nuclear weapons were at present 
a ve ry emotional issue i n the Federa l Republic of Germany, 
p a r t i c u l a r l y w i t h i n Chancel lor Schmidt 's par ty ; but the p r i v a t e views 
of even such l e f t - w i n g f igures as H e r r Bahr were that the B r i t i s h and 
F rench deter rents were v i t a l for the secur i ty of Europe. The F r e n c h 
Government , i n o rde r to meet domestic c r i t i c i s m of the much higher 
cost of the i r own de ter ren t , f e l t obliged to argue that B r i t i s h nuclear 
forces were not fu l ly independent of the A m e r i c a n s . In operat ional 
t e r m s , of course, this was quite un t rue . L o g i s t i c a l l y , the B r i t i s h 
T r i d e n t 2 force as at present conceived did involve a degree of 
dependence on A m e r i c a n support, though less than would have been the 
case w i t h T r i d e n t 1 mi s s i l e s which had a much shor ter in-tube l i f e . 
I f such support were ever cut off, the success of the Che valine 
p rog ramme suggested that B r i t a i n would not be technological ly unable 
to replace i t on a nat ional basis . 

T H E P R I M E MINISTER, summing up the discussion, said that the 
Cabinet agreed that T r i d e n t 2 mi s s i l e s for a four -boa t B r i t i s h force 
should be acquired f r o m the United States on the t e r m s suggested. 
Unless an e a r l i e r announcement became necessary because of leaks 
f r o m Washington, the Cabinet would have an opportuni ty of f o r m a l l y 
r e c o n f i r m i n g this decis ion on 11 M a r c h , p r i o r to the agreement being 
announced la te r that day. The Secretary of State for Defence would 
be publ ishing an Open Government Document explaining the reasons for 
the new po l i cy . This migh t be c i r cu la ted to the Cabinet for the i r 
i n f o r m a t i o n on 11 M a r c h . Meanwhile i t was of the u tmost impor tance 
that the s t r i c t e s t secrecy should be maintained about the Cabinet 's 
c u r r e n t discussion, the minutes of which should be retained by the 
Secretary of the Cabinet. 

The Cabinet -

Took note w i t h approval of the P r i m e M i n i s t e r ' s 

summing up of the i r d iscuss ion. 


Cabinet Office 

15 M a r c h 1982 3 
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T H E P R I M E MINISTER said that any leaks of the la test ideas for 
set t l ing the Falklands c r i s i s could prove fa ta l to the m i s s i o n being 
undertaken by the United States Secretary of State, M r Haig , who had 
h imse l f been ins is tent on this point . On his f i r s t v i s i t to London on 
8 A p r i l , the strength of B r i t i s h feeling about the Argent ine invasion had 
been brought home to h i m . He had been left i n no doubt about B r i t i s h 
object ives: w i thd rawa l of Argent ine forces; r e s to ra t ion of B r i t i s h 
admin i s t r a t ion ; and the wishes of the Fa lk land Islanders to be para­
mount i n any subsequent negotiat ion. M r Haig had then lef t for Buenos 
A i r e s and re turned wi th a set of proposals , the status of which was 
unclear . He appeared to have discussed some but not a l l of these 
proposals w i th President G a l t i e r i . They were now embodied i n a draf t 
Agreed Memorandum, to be signed by B r i t a i n and Argent ina . Th is 
draft had been extensively discussed on 12 A p r i l between M r Haig and 
the B r i t i s h M i n i s t e r s most c losely concerned. Agreement on a 
rev ised ve r s ion of i t had been reached. This envisaged the wi thdrawal 
of a l l m i l i t a r y and secur i ty forces f r o m the Fa lk land Islands and the 
Dependencies w i t h i n a pe r iod of two weeks and banned the i r r e in t roduc­
t ion . Forces involved i n the c r i s i s would r e t u r n to the i r n o r m a l 
duties. A n i n t e r i m Commiss ion would be set up, consis t ing of 
representat ives f r o m the United States, the United Kingdom and 
Argen t ina , each supported by a s m a l l staff. I t would occupy a head­
quar ters on the Islands (not Government House) and each representat ive 
would f l y his national f lag . The t r ad i t i ona l l oca l admin i s t r a t i on would 
continue, inc luding the Is lands ' Executive and Leg i s l a t ive Counci ls , to 
each of which one representat ive of the Argent ine population would be 
added. The i r decisions would be submit ted to , and expedit iously 
r a t i f i ed by, the Commiss ion . The Commiss ion would also be 
empowered to make recommendations to the B r i t i s h and Argent ine 
Governments i n the f ie lds of t r a v e l , communicat ions and t rade between 
Argent ina and the Islands; but either Government would be free to 
reject such recommendations. Meanwhile the var ious r e s t r i c t i ons and 
sanctions imposed on Argen t ina as a r e su l t of the invas ion would be 
l i f t ed . The i n t e r i m per iod would end on 31 December 1982, by which 
t i m e negotiations were to be completed for a f ina l set t lement. I t had 
been made clear to the A m e r i c a n s that B r i t a i n would regard self­
de te rmina t ion for the Is landers as an essential element i n such 
negotiat ions. M r Haig had intended to f ly to Buenos A i r e s dur ing the 
night of 12-13 A p r i l . But he had a l te red his plans on l ea rn ing by 
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telephone that the Argent ines were once m o r e adopting an extreme 
pos i t ion , under which they would appoint the Governor of the Islands 
and would be assured of sovereignty at the end of the i n t e r i m pe r iod . 
He now appeared to have shifted them back to a m o r e moderate stance, 
but was r i g h t l y not w i l l i n g to v i s i t Buenos A i r e s again u n t i l the prospects 
were c l ea re r . He had therefore re turned to Washington, after fur ther 
meetings wi th B r i t i s h M i n i s t e r s , on 13 A p r i l . His la test suggestion, i n 
the face of Argen t ine pressure , had been to amend the p rov i s i on fo r 
negotiations on a l o n g - t e r m sett lement to include a reference to United 
Nations General Assembly Resolut ion No 1514 ( X V ) , which ca l led for the 
decolonisat ion of dependent t e r r i t o r i e s and upheld both the p r i n c i p l e of 
t e r r i t o r i a l i n t e g r i t y (which underlay Argent ina ' s c l a i m to the Falklands) 
and the p r i n c i p l e of se l f -de te rmina t ion . This p o s s i b i l i t y was now being 
studied. I t was not yet c lear whether o v e r a l l agreement could be 
reached. Any document embodying such agreement would c l ea r ly be 
in t e rp re t ed d i f fe ren t ly by B r i t a i n and Argen t ina . But the present 
proposals had the major v i r tues of securing both Argent ine wi thdrawal 
and the maintenance of the i n f r a s t ruc tu re of B r i t i s h admin i s t r a t i on . 

T H E FOREIGN AND C O M M O N W E A L T H SECRETARY said that the 
United States was anxious to aver t a conf l ic t i n the South At lan t i c i n 
which the Soviet Union was a l ready dabbling. A l l the evidence was that 
the Argent ines had misca lcu la ted . United Nations Securi ty Counci l 
Resolut ion No 502 and the European Communi ty i m p o r t embargo had 
been heavy and unexpected blows. Commonwealth support for B r i t a i n 
had been s t rong. These pressures , together w i th the B r i t i s h Task 
F o r c e , had led them to contemplate a negotiated sett lement under which 
Argen t ine t roops would be wi thdrawn. I t would be a r emarkab le 
achievement i f this could be brought about, at a t i m e when B r i t a i n ' s 
m i l i t a r y posi t ion was s t i l l weak. Negotiations were now at a v e r y 
del icate stage. M r Haig 's next v i s i t to Busnos A i r e s would be c r u c i a l . 

T H E SECRETARY OF S T A T E FOR D E F E N C E said that there were no 
Argent ine naval vessels i n the M a r i t i m e Exclus ion Zone ( M E Z ) although 
the bui ld-up of forces on the Islands was continuing. The Argen t ine 
propaganda machine was ac t ive , for example putt ing i t out that the a i r ­
f i e ld at Por t Stanley had been extended to take M i r a g e a i r c r a f t . 
B r i t i s h n u c l e a r - p r o p e l l e d submarines were enforcing the M E Z . I f 
Argen t ine warships entered the M E Z , i t would be the c leares t sign that 
they had abandoned the peace process. The B r i t i s h Task F o r c e 
continued on i ts way south; M r Haig had agreed that i t was r i gh t to add 
to pressue on the Argent in ians i n th is way. He h i m s e l f would announce 
la te r that day the doubling of the number of H a r r i e r s i n the Task F o r c e 
and the adding of HMS In t rep id to the amphibious capabi l i ty . M i l i t a r y 
planning was proceeding on a wor s t case basis . Argen t ine m i l i t a r y 
d i f f icu l t ies should not be underest imated, notably i n supplying and 
sustaining the m o r a l e of the forces on the Island dur ing the w in t e r . 
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In d iscuss ion there was general support for the manner i n which the d i s ­
cussions had been conducted, acceptance of the need for secrecy and 
recogni t ion that the best way f o r w a r d lay i n d ip lomat ic and economic 
pressures on Argent ina , backed by the Task Fo rce continuing on i ts way. 
In Pa r l i amen t i t should be made clear that B r i t i s h po l icy a imed at the 
supervised wi thd rawa l of a l l forces f r o m the Islands and an i n t e r i m 
per iod of loca l admin i s t r a t i on leading to a f ina l sett lement i n which the 
s t icking point for us would be that the wishes of the Is landers were 
paramount. 

In fur ther discussion the fo l lowing points were made ­

a. Al though at the t ime of his f i r s t v i s i t M r Haig had t r i e d to 
adopt a pos i t ion of s t r i c t neu t r a l i t y , by the t i m e he lef t he had 
recognised the impor tan t p r i n c i p l e which was at stake, namely 
whether or not naked aggression should be al lowed to succeed. 
Nevertheless , although he understood our arguments , M r Haig 
had to ma in ta in his posi t ion as a go-between. He had to avoid 
any appearance of co l lus ion wi th B r i t a i n i f he was to c a r r y the 
Argen t in ians . 

b. Whatever solut ion migh t emerge f r o m negotiat ion, the 
Argent ines would present i t as some k ind of v i c t o r y and as the 
at tainment of at least pa r t of the i r objectives by m i l i t a r y means. 
T h e i r ca lcula t ion migh t be that they would need two bites of the 
c h e r r y instead of one. I t was v i t a l to prevent a second bi te . 
Continued United States involvement would be v e r y impor t an t i n 
that context. 

c. B r i t a i n had been the v i c t i m of unprovoked aggression. I t 
would not be r igh t to accept that that had placed the Argent ines i n 
a better negotiat ing posi t ion . The aggressor must not be 
p e r m i t t e d to benefit f r o m his aggression. The wider p r i n c i p l e 
was even m o r e impor tan t than the fate of the Is landers . I f 
aggression was shown to pay, i t would be a disastrous precedent 
for the w o r l d as a whole. Agains t t h i s , i t was argued that the 
s i tuat ion had to be dealt w i th as i t existed. B r i t a i n would need 
the help of w o r l d opinion to get the Argent ines to wi thdraw. 
There was also a r i s k of los ing the broad support of B r i t i s h 
public opinion i f a pure ly m i l i t a r y solution were pursued and the 
prospect of a l l compromise ru led out. 

d. In any set t lement i t would be impor tan t to safeguard 
B r i t i s h t i t l e to South Georgia , the South Sandwich Islands and the 
B r i t i s h An ta rc t i c t e r r i t o r y . Alease-backar rangement for the 
Fa lk land Islands might strengthen Argent ina ' s t e r r i t o r i a l c la ims 
i n the A n t a r c t i c , which were sec tora l ly based. 
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e. I t seemed possible that f inancia l sanctions against 
Argen t ina were not being pressed to the f u l l fo r fear of 
p rec ip i t a t ing her default. This was understandable f r o m the 
point of v iew of the banking communi ty . But care should be 
taken that Argent ina was not for th is reason enabled to sustain 
her present po l icy of aggression m o r e easily. 

f. When the Task F o r c e was w i t h i n s t r i k ing distance of the 
Fa lk l and Is lands, an a i r exclusion zone would be necessary as 
par t of a blockade and as a precondi t ion to any assault. 

T H E P R I M E MINISTER, summing up the discussion, said that a 
d ip lomat ic solut ion on the l ines out l ined would be a considerable p r i z e . 
The w i thd rawa l of Argent ine forces would have been secured without 
m i l i t a r y act ion. Argent ina would gain representat ion on the i n t e r i m 
Commiss ion and on the loca l Counci ls ; and a commi tment to negotia­
tions to decide the def in i t ive status of the Islands by the end of the year , 
although without any commi tment to a t ransfer of sovereignty. Repug­
nant as i t was that the aggressor should gain anything f r o m his 
aggression, th is seemed an acceptable p r i c e to pay. But i t would be 
c r u c i a l to ensure against a second invasion and the best way of 
achieving this appeared to be to involve the United States Government i n 
the enforcement of the i n t e r i m agreement and i n the secur i ty of the 
Islands thereaf ter . 

The Cabinet -

Took note. 

Cabinet Office 

7 June 1982 
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The Cabinet reviewed the state of the dispute over the Falkland Islands. 

T H E SECRETARY OF STATE FOR D E F E N C E in fo rmed the Cabinet of 
the B r i t i s h forces deployed i n connection w i t h the c r i s i s and gave an 
account of the present locat ion of Argent ine naval forces . No Argent ine 
warsh ips had so far entered the M a r i t i m e Exc lus ion Zone ( M E Z ) 
declared by the United Kingdom around the Falkland Islands. A number 
of m i l i t a r y options would be open to the Government i f efforts to reach a 
peaceful solut ion fa i l ed . I t would be possible, when the c a r r i e r borne 
H a r r i e r a i r c r a f t reached the area, to declare an A i r Exclusion Zone, 
i n addi t ion to the M E Z . To make a blockade of the Islands effective, 
i t would be necessary to render the a i r f i e l d at P o r t Stanley unusable. 
The Argent ine ga r r i son was thought to have sufficient stocks for about 
60 days, but the mora le of the young conscr ipts who compr ised about 
80 per cent of i t would be affected sooner. Given a i r supe r io r i ty , 
B r i t i s h forces could successfully recover the Islands, though the operat io 
would be d i f f i cu l t and requi re more considerat ion before any decis ion was 
taken. The option to recover the Islands m i l i t a r i l y would not always be 
ava i l ab le since the d i f f i cu l t y of the operat ion would increase i f i t were 
delayed. Ships and troops had l i m i t e d endurance i n the ha rd conditions 
of the South At l an t i c w in t e r . 

In discussion the fo l lowing points were raade:­

a. Care should be taken to avoid act ion of which the 
A m e r i c a n s migh t disapprove. But the United States Secretary 
of State, M r Haig , regarded the application o f m i l i t a r y pressure 
as helpful i n b r ing ing the Argent ine Junta to make concessions. 
As a r e su l t of Press speculation, i  t was wide ly bel ieved that 
B r i t i s h forces would soon retake South Georgia . Unless this 
were done, i t would not be believed that the Government was i n 
earnest . The Island migh t be valuable as a sheltered anchorage 
for B r i t i s h ships 
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b. There remained a danger that m i l i t a r y act ion such as 
the operat ion to retake South Georgia , as opposed to m i l i t a r y 
p ressure , m igh t both reduce M r Haig ' s influence i n Buenos 
A i r e s and take some of the in te rna t iona l pressure off the 
Argent ine Government . The effect of the South Georgia 
opera t ion on M r Haig ' s pos i t ion would depend on whether many 
l i ve s were los t . F u r t h e r act ion of a m i l i t a r y nature , which 
migh t prevent a negotiated sett lement, should not be taken over 
the next few days, whi le the F o r e i g n and Commonwealth Secretary 
was i n Washington. 

c. I t was impor t an t to counter the Argent ine c l a i m , which 
was manifes t ly untrue, that i n taking the i r m i l i t a r y act ion against 
the Fa lk land Islands they had sought to avoid casualt ies . I t was 
unfortunate that B r i t i s h t e lev i s ion repor t s were giving the 
i m p r e s s i o n that the mora le of the Argent ine ga r r i son was h igh. 

d. Reports of M r Haig 's discussions i n Buenos A i r e s had 
shown the d i f f i cu l t y of dealing w i t h the Argent ine Government; 
major decisions involved some 50 people and could be vetoed by 
Corps Commanders . Pres ident G a l t i e r i was an alcohol ic and 
apparent ly incapable of r a t iona l thought; h is future as head of 
the government seemed doubtful . The F o r e i g n M i n i s t e r , 
M r Costa Mendez, was wi thout influence. But i t was essential 
that any fa i lu re to secure a negotiated set t lement occur red i n a 
way that lef t the United States f i r m l y i n support of the United 
Kingdom's pos i t ion . 

f. Once the amphibious force had sailed f r o m Ascension 
Is land, i t would be d i f f i c u l t p o l i t i c a l l y to t u r n i t back. A decis ion 
to i n s t r u c t the force to sa i l should only be taken after careful 
considerat ion of the f u l l imp l i ca t i ons , including the pos s ib i l i t y 
of i t s use to make an assault landing on the Is lands. I f m i l i t a r y 
ac t ion became necessary, i t would be impor t an t to move qu ick ly 
i f the present l eve l of a l l - P a r t y support was to be maintained. 

T H E P R I M E MINISTER, summing up the discussion, said that a number 
of d i f f i c u l t decisions would be r equ i red , often at shor t not ice , dur ing the 
fo r thcoming weeks. The Defence and Oversea P o l i c y Sub-Committee on 
the South At l an t i c and the Fa lk land Islands, under her Chai rmanship , 
would r e m a i n i n day- to-day charge; but i f possible the Cabinet would be 
consulted before a decis ion was taken to mount an assault on the Fa lk land 
Islands themselves . Meanwhile i t was of the highest impor tance to 
ma in ta in complete secrecy about possible opera t ional plans. 

The Cabinet -

Took note. 

Cabinet Office 

7 June 1982 - 2 ­
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The Cabinet had before them a Note by the Secretary of the Cabinet 
(C(82) 15) to which were attached draft proposals for a sett lement 
t r ansmi t t ed by the United States Secretary of State, M r Haig, after 
his most recent v i s i t to Argent ina; and for comparison the e a r l i e r 
draft agreed between h i m and B r i t i s h M i n i s t e r s the previous week. 

T H E FOREIGN AND C O M M O N W E A L T H SECRETARY said that the 
latest proposals were i n a number of impor tan t respects less 
sat isfactory than the e a r l i e r draf t . The m i l i t a r y wi thdrawa l p r o ­
vis ions were unbalanced; the i n t e r i m regime envisaged would 
involve excessive Argent ine representat ion on the loca l Councils 
and might al low massive Argent ine i m m i g r a t i o n ; above a l l , the 
arrangements for the longer t e r m were unacceptable since there 
was insuff ic ient prospect of se l f -de te rmina t ion . Nevertheless i t 
was impor tan t to t r y to main ta in the momentum of M r Haig 's 
at tempt to secure a negotiated settlement, even though this would 
have the unwelcome side-effect of preventing the United States 
openly endorsing B r i t a i n ' s cause. Any al ternat ive negotiat ing 
process would be worse f r o m B r i t a i n ' s point of view. He there­
fore intended to put f o r w a r d counter-proposals . He was also 
p repar ing a commentary on the exis t ing draft which would expose 
i ts weakness i f i t were ever published, which at present M r Haig 
did not wish i t to be. Meanwhile , the steady movement of the 
B r i t i s h Task Force towards the Falklands should serve to 
strengthen B r i t a i n ' s pos i t ion . 

In discussion, there was widespread agreement that the latest 
proposals would be seen as a se l l -out of the Is landers . Whatever 
the i r wishes, they would not be al lowed to r e t a in the i r present 
status. Moreover the Argent ines c l ea r ly wanted to f lood the 
Islands wi th i m m i g r a n t s , so that even i f there was a test of loca l 
opinion they would s t i l l be able to take over. I t was a mat ter of 
pa r t i cu l a r concern that they wished to con t ro l the police force 
dur ing the i n t e r i m per iod . Nor was there any safeguard against 
a second Argent ine invasion some t ime in the future when the 
B r i t i s h Task Force had gone away. For that reason the United 
States Government would need to be involved i n guaranteeing the 
independence of the Islands and the secur i ty of Stanley a i r f i e l d . 
This under l ined the importance of re ta in ing A m e r i c a n goodwil l at 
the present stage. 
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In discussion of what would happen i f M r Haig's mi s s ion fa i led, i t 
was pointed out that the most obvious next move would be at the 
United Nations. But action there would c a r r y wi th i t ce r ta in 
dangers. I t would not be possible to repeat the massive support 
for B r i t a i n which had produced the Securi ty Counci l ' s Resolut ion 
No. 502. I f hos t i l i t i e s s tarted, w o r l d opinion would ve ry l i k e l y 
change and there would be a series of hosti le United Nations 
resolut ions ; i t might be possible to p a r r y these for a short per iod , 
but i n the end use of the B r i t i s h veto would be inevi table . Pressur 
would grow for B r i t a i n to r e f r a i n f r o m fur ther hos t i l i t i e s and she 
would be th rown on the defensive. Re fe r r ing the dispute to the 
In te rna t iona l Court of Justice would be too r i s k y because the p o l i t i ­
cal composi t ion of the Court made success uncertain, however 
water t igh t the objective legal case. I f a ca l l for immedia te 
r e f e r r a l to the In te rna t iona l Court were to be made, i t could 
probably not be ignored; but agreement to i t would have to be made 
dependent on the p r i o r wi thdrawa l of Argentine forces f r o m the 
Is lands. The r e a l l y decisive factor , i f the Haig mi s s ion collapsed 
and no a l ternat ive could be found, would be the attitude of the 
United States. I f war was to be avoided, B r i t i s h po l icy would need 
to command continued A m e r i c a n support. B r i t i s h po l icy p r i o r to 
the invasion had been w i l l i n g to contemplate a lease-back ar range­
ment of some k ind . This might be held to weaken B r i t a i n ' s 
present stand on sovereignty. But i t had always been made clear 
that the acceptabi l i ty of any such plan would r e m a i n subject to the 
wishes of the I s landers . In p r a c t i c a l t e rm s , admin i s t r a t ion 
mat te red more than sovereignty; but the invasion had made the 
prospects of a lease-back arrangement much more d i f f i cu l t . 

In fur ther discussion, the fo l lowing points were made ­

a. Although the Argent ines sought sovereignty 
over the Falkland Islands, South Georgia and the South 
Sandwich Islands, the roots of B r i t i s h t i t l e d i f fered i n 
each case. I t would be impor tan t to mainta in the 
d i s t inc t ion i n any future negotiat ion; and to preserve 
the posi t ion of B r i t a i n ' s An ta rc t i c T e r r i t o r y . 

b. I t was v i t a l to mobi l i se w o r l d opinion as 
widely as possible against the i l l e g a l seizure of the 
Falkland Is lands. Support f r o m Germany, Japan 
and A u s t r a l i a would be p a r t i c u l a r l y valuable since 
they had close l inks wi th Argent ina . 

c. The other members of the European 
Communi ty (EC) had so far shown admirable so l ida r i ty 
w i t h B r i t a i n . But they did not want war . They were 
w o r r i e d by the spectre of Soviet involvement and by 
d iv i s ion and disuni ty i n the non-Communis t w o r l d . 
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There was also concern at the possible damage to 
United States prest ige i f the Haig mi s s ion fa i led . 
The continuance of sanctions could not be taken for 
granted; and some EC members were consider ing 
how to ex t rac t t ac t i ca l advantage f r o m the present 
s i tuat ion. 

d. There were many stages s t i l l to be gone 
through before the B r i t i s h Task Force would be on 
the scene. Publ ic opinion would expect more f r o m 
negotiations as i t approached. The Opposit ion i n 
Pa r l i amen t were no less pledged to the p r inc ip le of 
se l f -de te rmina t ion than the Government. M a x i m u m 
m o r a l advantage should be sought f r o m Argent ina ' s 
status as an aggressor. 

e. The present Argentine regime was ve ry elusive 
to deal w i t h . Power res ided at many leve ls . I t 
might therefore take a ve ry long t ime to achieve a 
negotiated sett lement which would s t ick. But the t ime 
actual ly available for negotiation was l i m i t e d . Once 
the B r i t i s h Task Force reached the Falklands area 
i t could not be kept wai t ing . M i l i t a r y action would 
become unavoidable. 

THE PRIME MINISTER, summing up the discussion, said that 
m a x i m u m d ip lomat ic , economic and m i l i t a r y pressure would need 
to be exerted i f the Argentine Government were to be brought to 
agree to a reasonable sett lement. The Fore ign and Commonwealth 
Secretary would be v i s i t i n g Washington on 22 A p r i l to discuss those 
aspects of the present draft which were unacceptable to B r i t a i n . 
Meanwhile i t was impor tan t to preserve the confident ia l i ty of the 
draft proposals , and comment should be kept to a m i n i m u m . She 
would arrange for the Press to be to ld that the Cabinet had taken 
stock of the present posi t ion, p a r t i c u l a r l y in the l igh t of the latest 
proposals communicated by M r Haig. 

The Cabinet -

Took note. 

Cabinet Office 

7 June 1982 
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MOST C O N F I D E N T I A L RECORD 
TO 

CC(82) 42nd Conclusions, Minute 2 

Thursday 30 September 1982 at 10. 00 am 

CHINA T H E P R I M E MINISTER, r epor t ing on her recent v i s i t to China, said 
that the second of her two days of talks w i t h the Chinese P r e m i e r 
Zhao Ziyang had been on the future of Hong Kong. She had also had 
a ta lk on the same subject w i t h the V i c e - C h a i r m a n of the Cent ra l 
Commit tee of the Chinese Communis t P a r t y , Deng Xiaoping. When 
allowance was made for t rans la t ion , the t ime spent on substantive 
discussion came down to less than two hours . I t was imposs ib le i n 
so short a t ime to move far towards agreement: and essent ia l ly both 
sides had outl ined the i r opening pos i t ion . The Chinese Government 's 
pos i t ion was that they wanted to assume con t ro l over the whole Colony 
when the lease of the New T e r r i t o r i e s expired i n 1997. She had 
explained that the B r i t i s h pos i t ion was that the three t reat ies governing 
the status of Hong Kong remained va l id and could not be u n i l a t e r a l l y 
abrogated. But i f the Chinese would accept the continuation of B r i t i s h 
admin i s t r a t i on over the whole of Hong Kong i t migh t be possible for the 
B r i t i s h Government to consider recommending to Pa r l i amen t that 
sovereignty should be ceded to China. Having no understanding of how a 
free society worked , the Chinese leadership fai led to grasp that public 
assurances that l i f e i n Hong Kong under the con t ro l of a Communis t 
Government could go on as before would be insuff ic ient to ma in ta in 
c o m m e r c i a l confidence; and that this was dependent on the continuation 
of a B r i t i s h admin i s t r a t i on . Given this difference of view, the cen t ra l 
feature of the communique had been the statement that both sides wanted 
to assure the s tab i l i ty and p r o s p e r i t y of Hong Kong and were prepared 
to enter into talks on how to achieve this common a i m . The ta lks , which 
would now begin through d ip lomat ic channels, would be d i f f i cu l t : the 
p r o b l e m would be to persuade the Chinese that the c o m m e r c i a l p ro spe r i t y 
of Hong Kong, which i t was an impor t an t Chinese in te res t to main ta in , 
could not continue wi thout B r i t i s h admin i s t r a t i on . On balance, she 
thought that an accommodat ion should be achievable. Her own talks 
w i t h the Chinese leadership, although tough, had not been ac r imonious ; 
and the statement i n the communique that they had been conducted i n a 
f r i end ly atmosphere had been inser ted on Chinese i n i t i a t i v e . I t was 
inevitable that her v i s i t to China had aroused hopes i n Hong Kong for an 
ea r l y resolu t ion of the p r o b l e m which could not be sat isf ied, but she was 
hopeful that the t e rms of the communique would be sufficient to sustain 
confidence for the moment . A c r i t i c a l point would be reached i n 198 5, 
since a l l Hong Kong mortgages were for a t e r m of 12 years . Agreement 
w i t h China consequently needed to be reached w i t h i n the next two to three 
years . The un ive r sa l concern for the future fe l t i n Hong Kong was 
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understandable: 5-| m i l l i o n people there had escaped f r o m communism i n 
China, and B r i t a i n had absolute r e spons ib i l i t y for them. In this 
connection account should be taken of the anxieties fe l t i n the Colony on 
the nat ional i ty question. This was one of the subjects which would have 
to be covered i n the discussions w i t h the Chinese Government . Meanwhile 
the fact that under the 1981 Nat iona l i ty A c t ci t izens of Hong Kong would 
no longer be descr ibed as B r i t i s h subjects was a cause of p a r t i c u l a r 
concern i n the Colony and should be re -examined . In c a r r y i n g out this 
r e -examina t ion the r i s k of appearing to confer on Hong Kong ci t izens some 
res idua l , m o r a l r i gh t of access to the United Kingdom would have to be 
carefu l ly weighed against B r i t a i n ' s obl igat ion to the people of Hong Kong 
and the need to main ta in the i r confidence. 

The Cabinet -

Took Note. 

Cabinet Office 

1 October 1982 
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