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10 Bowning Street
Alfitelull

20 October 1975

Falkland Islands Economic¢ and Fiscal Survey

You may like to know that the Prime Minigster has
seen guidance telegram number 168 of 16 OctoberVvabout
the survey which Lord Shackleton is about to make of
the Falkland Islands economy.

The Prime Minister has commented that Lord Shackleton
is a top level industrialist, with great experience of
island economies. You will no bubt ensure that H.M.

Embassy, Buenos Aires are fully aware of this,

P. R, H. WRIGHT

R.N. Dales, Esq.,
Foreign and Commonwealth Office.
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RESTRICTED Blonrd Supuarnen. x
TO IMMEDIATE CERTAIN POSTS AND MISSIONS TELNO GUIDANCE 168 OF
16 OCTOBER AND PRICRITY TC CERTAIN BTHERS
'FALKLAND PSLANDS ECONGMIC AND FISCAL SURVEY,
1. H.M.G, ARE COMMISSIONING AND INDEPENDENT TEAM CF EXPERTS UNDER
THE CHAIRMANSHIP OF LORD SHACKLETON TO MAKE A SURVEY OF ALL ASPECTS &
THE FALKLAND ISLANDS ECONOMY, NEWS DEPARTMENT WILL MAKE THIS PUBLIC
AT 13308Z ON 16 OCTOBER (ANNOUNCEMENT WILL BE CARRIED IN THE RETRACT
SERIES) AND THE GOVERNOR OF THE FALKLAND ISLANDS WILL MAKE A
SIMULTANEOUS ANNOUNCEMENT TO THE ISLANDS’ EXECUTIVE COUNCIL.
2. INSTRUCTIONS FOR USE.
YOU SHOULD NOT VOLUNTEER INFORMATION ON THIS SUBJECT BUT IF ASKED
YOU MAY DRAW FREELY ON PARAS 1, 3 4 AND 5 OF THIS GUIDANCE. YOU MAY
DRAW UNATTRIBUTABLY ON PARA 6 FOR DEFENSIVE PURPOSES. PARAS 7 AND 8
ARE FOR YOU OWN INFORMATION ONLY.
3, THIS SURVEY WAS REQUESTED BY THE ISLANDERS THEMSELVES AND,
ALTHCUGH COMMISSIONED BY H.M.G., 1S TO BE AN INDEPENDENT ONE. ITS .
A1M IS TO DETERMINE THE PROSPECTS FOR, AND THE BEST MEANS TO ACHIEVE,
THE DEVELCPMENT AND DIVERSIFICATION OF THE ISLANDS’ ECONOMY WHICH
AT PRESENT DEPENDS ENTIRELY ON THE WOOL INDUSTRY. WE HOPE THAT THE
TEAM WILL PRODUCE THE OBJECTIVE AND FORWARD LOOKING REPORT THAT .
THE ISLANDERS’ FUTURE URGENTLY REQUIRES, :
4. THERE HAVE BEEN OTHER SURVEYS IN THE PAST, BUT THIS IS THE FIRST
TIME THAT A COMPREHENSIVE SURVEY OF THE ECONOMIC PROSPECTS OF THE
ISLANDS HAS BEEN UNDERTAKEN, WE ARE THEREFORE SENDING A WELL QUALI=-
FIED TEAM, THE LEADER, LORD SHACKLETON, WAS CHOSEN BECAUSE HE IS
A PROMINENT PUBLIC FIGURE WITH MINISTERIAL EXPERIENCE AND EXPERIENCE
OF LEADING A SIMILAR TEAM = THE COMMITTEE ON OIL POLLUTION. A _
FURTHER ADVANTAGE 1S HIS FATHER’S ASSOCIATIONS WITH THE {SLANDS AND
WITH ANTARTICA AND HIS RESULTING PERSONAL INTEREST IN THE REGION,
THE REST OF THE TEAM COMPRISES A SENIOR ECONOMIST WHO WILL ACT AS
DEPUTY CHAIRMAN, A FISCAL EXPERT AND EXPERTS ON FISHERIES, OIL AND
WOOL, THESE BEING THE MAIN AREAS OF ECONOMIC POTENTIAL OF THE ISLANDS
5. THE TEAM WILL BEGIN FORMAL WORK IN LONDON IN DECEMBER. THEY WILL
LEAVE FOR THE SOUTH ATUANTIC AFTER CHRISTMAS AND WILL WORK FOR ABOUT
A CMONTH IN THE 1SLANDS ARD THEIR DEPENDENCIES. WE EXPECT THEM TO
REPORT TOWARDS THE ENL OF FEBRUARY, | -
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RESTRICTED

&

4. THF SURVEY SHOULD BE SEELN TO BT FULLY INBEPENDENT OF nr.v
CONCERYED SCLELY  WITH THE ECONCIC DEVILOPMENT OF THE ISLARDS,

IT WILL NOT BE CONCERNED WITH THE POULITICAL FUTURE OF THE !SLANDS,
MAR MAS 1T BEEN RRIEFED TO RECOMVEND ECONOMIC COOPTRATIOH WITH
ARGENT I NA, |

7. WE EXPECT THE REPORT TO RECOMMEND ECONOMIC COOPERATION WITH
ARGENTIHA ESPECIALLY IN THE EXPLOITATION OF ANY CIL THAT #5Y BE
CCUND UNDER THE 1SLANDS CONTIMENTAL SHELF, RBUT SUCH A RECOVMENDATION
WOULD BE PROMPTED NOT BY POLITICAL COWSIDERATIONS BUT BY THE FACT
THAT THE PHYSICAL CONDITICNS IN THE REGION WOULD RENDER IMPRACTIC-
ABLE ANMY ATTEMPT TO EXPLOIT QiU RESOURCES WITHOUT ARGENTINE (0~
OPERATION., b o

8. THE ANNOUNCEMENT 1S BEING MADE NOW TO FORESTALL SPECULATION. THE
ARGENTINE GOVERNMENT HAVE BEEN INFORMED IN ADVANCE, A PRESS
CONFERENCE MAY BE HELD EITHER WHEN THE TEAM DEPARTS OR WHEN THEY
PUBLISH THEIR REPORT, '

[]

BY TELEGRAPH:

RUENCS AIRES -
. PORT STANLEY [IMMEDIATE]

BONN CARACAS NEW DELHI

BRUSSELS MEXICC CITY BEIMOPAN (PERSONAL)
BRUSSELS (UKREP EEC) BRASILIA

COPENHAGEN RIO DE JANEIRO

THE HAGUE BOGOTA
PARIS MONTEVIDEQ

ROME GUATEMALA
NEW TORK EUKMIS) LA PAZ

NEW YORK (BIS) K . PANAMA
WASHINGTON SANTO DOMINGO

[PRIORITY)
LUXEMBOURG

STRASBOURG (UKDEL)

AND SAVING TO CERTAIN OTHER POSTS
PCO/JHITEHALL DISTRIBUTION ‘ ADDITIONAL DISTRIBUTION
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SECRET

o
Ref. A09947 R“‘* A';umr

PRIME MINISTER

!
Falkland Islands: Dispute with Argentina 7
(OPD(75) 22) )

Background
Talks with Argentina about the Falkland Islands were broken off in

August last year, If we had continued, we should have failed to carry Islander

opinion with us, Since then the Argentine Foreign Minister, Vignes, a moderate
(who has survived the recent Government reconstruction without change of
portfolio), has succeeded in damping the issue down, but both he personally

and the Argentine Government are under pressure to produce and publicise
results before the United Nations General Assembly convenes in September,

In his paper the Foreign and Commonwealth Secretary proposes a basis on which

talks with Argentina should now be resumed,

2. The substance of the Secretary of State's proposals is summarisged in

paragraph 8(c} of the paper. What he proposes is a middle course, between the

extremes of refusing to enter into further talks on the one hand and seeking to

negotiate a final settlement of the dispute on the other. This seems right,

Not to resume talks would lead to confrontation with Argentina, certainly
political and possibly military, A final settlement, which would have to provide
for an ultimate transfer of sovereignty, could not be attempted without adequate
preparation of opinion both here and in the Falklands, This has not yet been
achieved,

3. The objective proposed by the Secretary of State is to lock the Argentine

Government into a new dialogue which will last long enough for the education of

our own public opinion to be carried further. The inducement held out to them

would be an offer of joint development of the resources of the South West

Atlantic - oil on the Falklands continental shelf {the prospects are promising),

fish around the Falklands and krill in the waters round South Georgia and the

!
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South Sandwich Islands, The intention of the two Governments to discuss such
joint developrnent could be made public, It would be clear to the Argentines
that such co-operation would imply a degree of tacit recognition of Argentine

rights in the area, And the Secretary of State proposes that, if the talks about

co-operation go well, both sides should thereafter move towards an exploration

of the sovereignty problem, discussing first the possibility of an agreement

covering an Argentine presence in South Georgia, Our willingness to proceed

thus far would have to be made known to the Argentine Government at the outset,
but in public we should have to maintain our traditional position on sovereignty
(no change without the consent of the Islanders), at least"auring the first stage.
If successful, this approach will damp down the issue, ﬁossibly for a pericd of
years; and it will make it possible for us to exploit Falkland oil, should we

wish to do so (it would not be feasible to do this except with Argentinian consent),

But it would be necessary for us to keep the discussions under control and not

to proceed prematurely to exploration of the sovereignty issue,

4, Tactics, The Secretary of State proposes that he should put the concept

of a two stage dialogue (discussion of economic co-operation followed by
|

exploration of sovereignty) to Vignes at New York in Septemberi Whether this

approach remains feasible may turn on the development of internal Argentine
politics meanwhile, However, the two month gap before the United Nations
General Assembly may be difficult to fill, The Secretary of State may therefore
need to offer a secret meeting on neutral ground between the Minister of State,
Mr. Ennals, and Vignes in August,
Handling

5. After the Secretary of State has introduced his paper, I suggest that you

give the Secretary of State for Energy an opportunity to comment on the

exploitation of Falkland oil and then invite the Defence Secretary to speak about

military response to an aggressive move by Argentina, In subsequent
discussion I suggest that you should establish the following points:

(2) 1Is it right to seek a middle course on the lines proposed by the Secretary

of State ?
The case for doing so is that public opinion here is not yet ready for

transfer of sovereignty of the Falklands, but that some initiative by us is

necessary to prevent a political, and possibly military, confrontation

with Argentina,
-2 -
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y the Secretary of State right?
riticism at the United Nations Assembly

(b) Is the timing proposed b

1f there is risk of embarras sing c

visable, Butis there a

in September, then some move now seems ad
! sufficiently strong Government in Argentina for us to deal with on this

i issue?
(c) Whatif the proposals fail and the Argentines make an aggressive move

against the Falklands?
te's paper (paragraph 10d) says the Argentines

t Mthat any attempt by them to settle

The Secretary of Sta
should be left in no possible doub
matters by unilateral action would have the most serious

What WOuld.thOSe consequences be?

If not, what action would we propose to
Are we

Do we plan

consequences',
take ?

a military response?
roposed is to gain time,

(d) A main object of the further talks p
pinion both here and

g sufficient advantage of this to educate ©

takin

in the Falklands?

Conclusion

r 1. Subject to discussion of these points, I suggest that you guide the

Committee to endorse the re commendations in the memorandum, You may

[t

binet orally

also wish to suggest that the Secretary of State should inform the Ca

l‘ of the course of action proposed.

VA
%

L

(J ohn.Hunt)

18th July, 1975
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PRIME MINISTER

TR
Falkland Islands -

Following your agreement to Mr. Callaghan's proposals,
instructions were sent to H.M. Ambassador in Buenos Aires
to speak to the Argentine Foreign Minister as soon as possible
(Flag A). Mr. Ashe reported on 19 May (Flag B) a conversation
with the Deputy Minister for Foreign Affairs on the previous
day and there is a chance that he will be a?le to see
Senor Vignes himself this weekend. Further instructions have

now been sent for that meeting (Flag C).

Meanwhile, in accordance with your agreement and
Mr. Callaghan's view that it would be right to keep Mr. Mason
informed of these instructions, the Defence Secretary was
sent a copy of Mr. Callaghan's minute of 14 May. His Private
Secretary has written the attached letter putting certain

reservations on the record.

22 May 1975
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WITH
THE COMPLIMENTS OF THE
PRIVATE SECRETARY

HITEHALL

MINISTRY OF DEFENCE, W

LONDON, S.W.1
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CCONFDENTLL

j

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-930 7022

CONFIDENTIAL 2lst May, 1975,
MO 5

doodegl .

THE FALKLAND ISLANDS

I have already voiced our concern at the fact that the
submission of 14th May on the Falkland Islan?s problem was put
forward without reference to the Ministry of!Defence. We
provided a note on the Defence of the Falkland Islands for a

draft OPD paper some months ago and have been waiting for it to
be tabled for discussion ever since.

The defence problems are touched on briefly in the paper
but had we been consulted the Defence Secretary has asked me to
say that he would have made three additional points. A
reinforcement sufficient both to deter and te prevent an attempt
to seize the islands would take a considerable time to effect,
given the size of forces, the distance involved and the fact that
they cannot be transported by air, Secondly, reinforcement,
which to be effective would have to begin well in advance of any
overt Argentinian move, could well prove inflammatery and provoke
criticism at the UN on the grounds that it ignoresjpressure from
that quarter for a peaceful settlement of the displute. Firally,
any operation '"to liberate the Islands from Argentine occupation®
wauld be a major operation because of the distance involved and

the fact that ports and airfields in other South American countries
would certainly be denied to us.

All this only serves to emphasise that in the last resort the
solution to the Falkland Islands dispute must be political rather
than military and Mr. Mason would hope that OPD will have an early
opportunity to consider, in the light of his views on the
military aspects of the problem, how HMG's policy should be
developed to achieve that end,

I am copying this letter to Patrick Wright.

S. Barrett,'Esq.

CONEIDENTIAL

CONFIDENTIAL
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GRPS 179
. TMEDIATE
- CYPHER CAT A
.Ff 9"0 2113747 MAY
SECRET
To IMMEDIATE BUENOS AIRES TEL MO 217 OF 21 MAY 1975
1uFO PRIORITY PORT STALLEY

YOUR TEL HO 273: FALKLAND ISLANDS.

1. WE MUCH MOPE YOU WILL BE ABLE TO SEE THE MIHISTER OF FOREIGH AFF-
AIRS. WHEH YGU DG, 1T iS5 IMPORTANT THAT YOU SHOULD FROM THE OUTSET
rocuq HIS ATTENTION ON THE ADVANTAGES WHICH OUR PROPOSAL FOR A
SERIOUS DIALOGUE COHCERNED WITH CO-OPERATION FOR THE JO 1T
DEVELOPHENT OF THE RESOURCES OF THE SOUTH ATLANTIC REPRESENTS FOR
THE ARGENTIHE GOVERNMENT BOTH IN THE SHORT AND THE LONG TERM.

2. IF YOU THINK IT WOULD ADD EMPHASIS TO YOUR REMARKS,

YOU HAVE AUTHORITY TO TELL SR,

VIGNES ABOUT THE PEETING HELD HERE BY THE MINISTER OF STATE O 8

AY FOR SOME 35 MEMBERS OF PARLIAMENT, ACADEMICS AND BUSINESS

REPRESENTATIVES, wHOM HE HVITED FOR AN {NFORMAL EXCHANGE OF VIEWS
- ABOUT THE PROBLEM OF THE FALKLANDS. THE MEETING, WHICH WAS

COMFIDENTtAL, NEITHER REACHED CONCLUS{ONS NOR SUZMITTED

RECOP“ENDATIOHG WE DFLIEVE THAT IT HELPED T0 SET BOTH THE PROBLEM

AlD OUR RELATIONS WITH ARGENTINA 1N REALISTIC PERSPECTIVE FOR AN

lNFLUTEHTIAL GROUP 0F PEOPLE. THE HEET ING

FORMETY A PART OF THAT PROCESS OF NURTURING PUBLIC OPINION ABOUT

WHICH THE SECRETARY OF STATE SPOKE T0 SR, VIGNES IN NEW YOQK LAST

SEPTEMBER. : :

3, SHOULD THE MINISTER OF FOREIGN AFFAIRS REVERT T0 THE IDEA OF
A LEASE, YOU SHOULD TELL SR, VIGHES THAT YOU HAVE NO.
INSTRUCTIONS ON THIS SUBJECT, BUT THAT, IF HE WISHES TO OUTLINE Hs
VIEWS, YOU WiHLL REPORT THEM IMMEBIATELY. |
CALLAGHAN -
FILES | . MR PATRICK WwRIGHT, NO. 40 DOWNING STREET
LAD e | MR HOWARD SMITH, CABINET OFFICE
"gékn T e MR MAYNE, PS/SECRETARY OF STATE FOR DEFENCE
PS/MR ENNALS -
PS/FUS SEGRET
MR LARMOUR SR -

e
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GR525
CYPHER CAT A

FM BUENOS AIRES 1915451
SECRET

M T 0 2 OF MA N PRIORITY PO
To IMeERIATE, £CO TERNO, 275, 0F Ao "0d ALES Afb°Your T
NO 2p8 OF 15 MAY, ¢ FALKLAKND | SLANDS

1. AS SOON AS BELTRAMING, THE DEPUTY MINISTER FOR FO
AFFAIRS, ARRIVED AT MY HOUSE FCR LUNCHEON ON 12 MAY, HE ASKED
ME WHETHER MY REQUEST FOR AN AFPOINTIMENT YWITH YIGHEé AS SOOCN

AS POSSIBLE AFTER HIS RETURN FROM WASHINGTOR MEANT THAT | HAD
SOMETHING-TO PROPOSE ON THE FALKLAKD FSLANDS, | SAID THAT [T DID,
TC WHICH BELTRAMING REPLIED THAT ii THIS CASE HE wOULD MAKE SURE

THAT VIGRES SAW ME DURLNG THE WEEK BEGIKNING 26 VAY, COUERGHTED
R o T e
OUTSIDE ARGEMTINA ON THAT DAY AND IT WAS [MFORTANT THAT | SHOULD
KNOW VIGNES? REACTION BEFORE THEN, BELTRAMINO ANSWERED THAT
AN EARLIER APPOINTMENT PRESENTED DIFFICULTIES, SINCE VIGNES
WAS NOT NOW EXPECTED BACK FROM WASHINGTON UNTIL LATE ON THURSDAY

0o MAY., HOWEVER, |F WE HAD IT IN _MIND TO MAKE SOME PROPOSAL OHN
SOVEREJGNTY, HE'MIGHT WELL DECIDE TO RETURN EARLIER, | REPLIED

THAT WE WERE NOT IN A POSITION TO MAKE ANY PROPOSAL ON /
SOVEREIGNTY, IF ONLY BECAUSE OF THE DIFFICULTIES WHICH HMG
CONFRONTED IN PARLIAMENT AND IN THE ISLANDS AND WHICH | HAD
EXPLAINED TO VIGNES ON 14 APRIL, NEVERTHELESS, | HAD INSTRUCTIONS
TO PUT A PROPOSAL TO VIGNES WHICH COULD REOPEN THE DIALOGUE BETWEEN .
US AND WHICH IN MY OPINION OUGHT TO GIVE HiIM SOME SAT|SFACTION,
BELTRAMING REPLIED THAT THE ABSENCE OF ANY MOVE OVER SOVEREIGNTY
WOULD UNQUESTIONABLYBE A SEVERE DISAPPOINMTMENT FOR |

VIGNES, BUT THAT HE WOULD OF COURSE CONSIDER CAREFULLY ARY OTHER
PROPOSAL EVEN THOUGH FALLING SHORT OF THIS. HE WENT ON TO ASK
WHETHER OUR PROPOSAL INVOLVED JOINT EXPLOITATION OF GIL

RESOURCES IN THE AREA OF THE ISLANDS, | REPLIED THAT {T DID,

AND INDEED WAS NOT LIMITED TO OIL ALONE 3 WE ENVISAGED THE JOINT
EXPLOITATION OF OTHER NATURAL RESOURCES TOO, HE MADE A WRY FACE

AT THIS, BUT ONLY SAID THAT HE WOULD TRY TO GET ME IN TO VIGNES

O FRIDAY 23 MAY OR SATURDAY 24 MAY, '
2, HE THEN ASKED ME WHETHER CUR INABILITY TO MAKE ANY

MOVE. OVER SOVERE!GNTY MEANT THAT WE WERE UNABLE TO ACCEPT

VIGMES' PROPOSAL ON ALTERNATING ADMINISTRATION OF THE )SLANDS,

AMD | REPLIED THAT IT DID, HE.TOOK THIS [N SILENCE., HE THEN ASKED
WHETHER HMG HAD GIVEN ANY CONSIDERATION TO THE IDEA OF LEASING

THE 1SLANDS FROM H1S GOVERNMENT : | WOULD REMEMBER THAT VIGNES HAD

~ /SHOWN INTEREST

RT STA
LEGRAM
RE I GN

SECRET
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SECRET
 SHOWN INTEREST DURING OUR FiRST CONVERSATICN IN AN ARTICLE IN THE
. Qmwcw. TIMES WHICH HAD FLOATED THIS IDEA, | SAID THAT | HAD
INSTRUCTIONS ON THIS AND ASSUMED THAT |IT WAS NOT AN IDEA
WHICH WAS BEING PURSUED BY MY GOVERNMENT, JUDGING BY THIS ENQUIRY,
VIGNES MAY WELL REVERT TO THIS IDEA WHEN 1 DO SEE HIM, SO |
SHOULD BE GRATEFUL YO KNOW IN GOOD TIME IF THERE IS ANYTHING
MORE YOU WISH ME TO SAY ON THIS POINT, OUR COMVERSATION ENDED WITH
BELTRAMINO DECLINING TO FOREJUDGE VIGHES' REACTION BUT REPEATING
H1S PROMISE TO TRY TO GET ME AN APPOINTMENT WITH HIM BEFORE
MY DEPARTURE FROM BUENOS AIRES,
2, SO FAR SO GOGD, BUT ONLY JUST. SOVEREIGNTY, EVEN TOKEN
SOVEREIGNTY 1S STILL THE CRUX OF THE MATTER FOR THE ARGENTINES,
' o
ASHE

[REPETITION TO PORT STANLEY REFERRED 'FOR DEPARTMENTAL
DECISION./

FILES COPIES TO:
HO/L AM D - | MR HOWARD SMiTH CABINET OFFICE

HD/Wi1AD

PS

PS/MR ENNALS
PS/PUS

SIR O WRIGHT
SIR D WATSON
MR LARMOUR
MR EDMONDS
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SECRELY

. GR 609
® IMMEDIATE
@ CYPHER/CAT A

FM FCO 15172012
SECRET

To {MMEDIATE BUENDS AIRES TELNO 208 OF 15 MAY 75
INFO PORT STANLEY |

YOUR TELNO 233: FALKLAND ISLANDS

1, PLEASE DO YOUR UTMOST TO OBTAIN AN INTERVIEW WITH THE
ARGENTINE MINISTER OF FOREIGN AFFAIRS BEFORE YQU LEAVE

FOR YOUR AND THE GOVERNOR’S MEETING WITH THE MINISTER

OF STATE AT RIO DE JANEIRO.

o, WHEN YOU SEE VIGNES, YOU SHOULD BEGIHN BY EXPLAINING THAT

THE LONG DELAY IN REPLYING TO HIS PROPOSALS SHOULD NOT BE
REGARDED AS IMPLYING AHY KiHD OF DISCOURTESY. ON THE CONTRARY,
IT HAS BEEN CAUSED SOLELY BY THE FACT THAT MINISTERS HAVE

BEEN ENGAGED IN A REVIEW OF OUR WIHOLE POLICY TOWARDS THE I"ALKLAHD
ISLANDS PROBLEM. YOU SHOULD GO 0il TO TELL THE FOREJGH MITISTER
THAT N THE PRESENT CLINATE OF FALKLAMD ISLANDS OPIHION, HIMG
ARE UNABLE TO ACCEPT EITHER OF THE PROPOSALS WHICH HE AGAIT PUT
TO YOU ON 14 APRIL (NEITUER THE PROPOSAL OF JUHE 1974 FOR A
PERIOD OF JOINT ADMINISTRATION OF THE ISLANDS, WiTH ALTERUAIING
BRITISH AND ARGENTINE GOVERIORS, NOR THE SUGGESTION THAT HIR
SHOULD BUY OUT THE FALKLAMD ISLANDS COMPANY AWD THCH RESELL 1T
TO THE ARGENTINE GOVERNMENT). IH THIS CLIMATE, WHIGH WEITHER
GOVERNMENT CAN AFFORD TO IGHORE, |7 1S COMMON GROUND BETVECH
HMG AND THE ARGENTINE GOVERHNMENT THAT THE TIME FOR A FINAL
SETTLEMENT OF THE FALKLAND ISLANDS PROBLEM IS NOT YET RIPEL AN
THAT SOME TRANSITIONAL ARRANGEMENT MUST DE FOUND (PARAGRAPH 6
OF YOUR TELEGRAM UNDER REFERENCE). HMG THEREFORE NOW WISH 10
PROPOSE, IN A CONSTRUCTIVE SPIRIT, A FRESH ANGLLO/ARGENT L UF

DI ALOGUE WHOSE FIRST OBJECT WOULD BE TO DISCUSS WITH THE
ARGENTINE GOVERNMENT COOPERATION FOR THE JOINT DEVELOPMEMT OF
THE RESOURCES OF THE SOUTH WEST ATLANTIC. /B

SECRET
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3e IF THE ARGENTINE FOREIGN MINISTER WERE TO ACCEPT THIS PﬂhrﬂﬂﬁLf
THE GOVERNOR'S EXECUTIVE COUNGIL il THE FALKLAND ISLANDS WOty
d?'l‘ AT THIS STAGE BE INFORIMED ABOUT IT. AT ARY RATE IN ITS HIITIAL

AGE, THE NEW DIALOGUE WOULD HAVE TO BE COMDUCTED N THE STRICTEST

SECRECY, IT WOULD BE COHCENTRATED PRIMARILY ON THE QUESTION OF

THE OIL DEPOSITS WHICH PROBABLY £XIST IN THE FALKLAND §SLANDS

CONTINENTAL SHELF AND THE KRILL 14 THE WATERS AROUND SouTH

GEORGIA AND THE SOUTH SANDWICH ISLANDS. THE DIALOGUE WOULD

LEAD ON TO THE MODALITIES OF THE JOINT EXPLORATION AMD EVENTUAL

EXPLOITATION OF THESE RESOURCES., AS A FIRST STEP, HMG WISH SR

VIGHES TO HAVE A PREVIEW OF PROFESSOR GRIFFITHS? REPORT, A

COPY OF WHICH YOU SHOULD HAND TO HIM STRICTLY FOR HIS PERSONAL

INFORMATION. YOU MAY ADD THAT MINISTERS HERE HAVE COMNI SS{ONED

A PROFESSIONAL EVALUATION OF PROFESSOR GRIFFITHS' FINDINGS,

WHICH THEY EXPECT TO RECEIVE NEXT MONTH, : y

ba IF VIGNES REPLIES THAT THE ARGENTINE GOVERNMENT COULD AGREE

TO ENTER INTO A DIALOGUE OF TIHIS KIND ONLY IF HMG WERE PREPARED

TO RECOGNISE ARGENTINE SOVERCIGHTY OVER THE FALKLAND ISLANDS AND

THE DEPENDENCIES FROM THE OQUTSET, YOU SHOULD REPLY, ON INSTRUCTIONS,

THAT THIS CONDITION IS UNACCEPTABLE TO HMG. BUT YOU HAVE DISCRETION

TO ADD THAT, ONCE THE TWO GOVERNMENTS HAD EMBARKED ON A SERIOUS

DIALOGUEE CONCERNED WITH LONG TERM COOPERATION FOR THE JOINT

DEVELOPMENT OF THE RESOQURCES OF THE SOUTH WEST ATLANTIC, THIS

WOULD CLEARLY HAVE [MPLICATIONS FOR DISCUSSION OF LoNG TERH

ARGENTINE RIGHTS N THE AREA, _ : '

Ba 1N THE COURSE OF YOUR .IITERVIEW YOU SHOULD TAKE AN OPPORTUNI Y

TO MAKE IT CLEAR TO THE FOREIGH MINISTER THAT, IF HMG WERE

QUESTIONED M PUBLIC DURING THE INITIAL STAGES OF THESE SECRET

FALKS, THEY WOULD BE OBLIGED TO MAIUTAIN THEIR TRADITIONAL

POSITION ON SOVEREIGNTY OVER THE FALKLAND |SLANDS. YOU MAY ALSO

SAY THAT YOU WILL BE MEETING WITH TIE MINISTER OF STATE SHORTLY

TO REPORT ON THE ARGENTINE RESPONSE TO YOUR APPROACH .

CALILAGHAN °
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15 May 1975

Falkland Islands

The Prime Minister has seen the Foreign and Commonwealth
Secretary's minute of 14 May about the Falkland Islands, and
has commented that his view has always been first, that the
views of the inhabitants (as in the case of Gibraltar) should
be paramount, and secondly that we should play the oil card.
He therefore agrees with Mr. Callaghan's proposal that H.M,
Ambassador in Buenos Aires should, as soon as possible, inform
The Argkntine Foreign Minister that neither of the proposals put
to My. Ashe on 14 April was acceptable to H.M.G. in the present
climate of opinion and that he should go on to speak as proposed
in the thirteenth page of Mr. Callaghan's minute. '

The Prime Minister also agrees that further consideration
should be given to consultation with OPD following Mr. Ennals's
report to the Foreign and Commonwealth Secretary after his return
to London on 31 May. :

As I told you on the telephone, the Prime Minister is
content that the Foreign and Commonwealth Secretary's minute
should be copied to the Secretary of State for Defence, if
Mr. Callaghan decides that that would be appropriate at this
stage.

I am sending a copy of this letter to Sir John Hunt.

P. R. H. WRIGHT

.J. Barrett, Esq;,
Foreign and Commonwealth Office.
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Problem
'To decide:
(a) What policy we should #dopt now towards
| Argentina's claim to the Falkland Islands
Colony; |
(b) What policy we should gdopt“regarding the
oil deposits which probably exist on the
Falkland Isiands coﬁtinental shelf;
 (¢) In the light of (a) and (b) above, what
ffesh instructions should be sent to HM
Ambassador at Buenos Alres.

Since 1966 (when the Foreign Secrétary, Mr Michael
Stewnrt,-had_dtsdussions in Buenos Aires) our policy has been |
two-fold: to maintain our legal position on British sovereignty
and to insist that there can be no change in sovereignty over
the 6016ny without the Islanders' consent, but simultaneously
to promote and expand commmications between the Islands
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