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FROM: DEFENCE SECRETARY. FOR: PRIME MINISTER

SUBJECT: MSE

1. I EXPECT THAT YOU WILL HAVE BEEN AS CONCERNED AS I WAS BY THE INFORMATION

IN WASHINGTON TELEGRAM NUMBER 2614 ABOUT MSE. I HAVE BEEN IN TOUCH WITH

SIR OLIVER WRIGHT AND THE US AMBASSADOR IN LONDON, CHARLES PRICE, ABOUT THIS .
AND ADDRESSED WHAT WE SHOULD DO NEXT WITH MY CLOSEST ADVISERS AND WITH

PLESSEY.

2.

THE LATEST ASSESSMENT, WITH ALL THE CAVEATS THAT I MUST STRESS ABOUT ITS

POSSIBLE INACCURACY, IS THAT THE COST DIFFERENCE BETWEEN THE GTE/THOMSON CSF

AND ROCKWELL/PLESSEY BIDS IS NOW $100 MILLION. I HAVE ASKED COLIN CHANDLER
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TO APPROACH THE COMPANIES TO INVITE THEM, IF THAT IS THEIR COMMERCIAL

JUDGEMENT, TO PUT FORWARD, PROPOSALS TO BRIDGE THE PRICE GAP. I WOULD HOPE-TO HAVE

ADVICE ON THIS SHORTLY. IT MAY ALSO BE RELEVANT THAT CHARLIE PRICE, IN

HIS CONVERSATION WITH ME, GAVE THE IMPRESSION THAT WE MAY HOLD THE ADVANTAGE

ON THROUGH-LIFE COSTS BECAUSE OUR APPROACH ON SUPPORT IS MORE ECONOMICAL

FOR THE US ARMY.

3. I HAVE PAID PARTICULAR ATTENTION TO THE SUGGESTION IN PARAGRAPH 5 OF

SIR O WRIGHT'S TELEGRAM THAT THE WHITE HOUSE MAY HAVE TAKEN A POLICY DECISION

TO KEEP THE PRESIDENT OUT OF THE FINAL DECISION. WE HAVE CHECKED

THIS AGAIN AND IT WOULD APPEAR - SURPRISING THOUGH IT MAY SEEM - TO BE TRUE.

IN MY CONVERSATION WITH CHARLIE PRICE, I INDICATED TO HIM THAT THERE WERE

RUMOURS TO THIS EFFECT AND THAT, WERE THIS THE CASE, IT WOULD BE A VERY

GRAVE ERROR OF JUDGEMENT. HE CLEARLY TOOK THE POINT ON BOARD. THIS

REINFORCED A SEPARATE MEETING I HAD WITH HIM TWO DAYS AGO IN WHICH I AGAIN

STRESSED IN UNMISTAKEABLE TERMS THE CRUCIAL POLITICAL DIMENSION TO THE MSE

DECISION.

4, I HAVE OF COURSE CONSIDERED WHETHER THERE IS ANYTHING MORE THAT WE

CAN REASONABLY DO. OUR LATEST INFORMATION IS THAT A FINAL RECOMMENDATION

WILL GO TO MR TAFT, WEINBERGER'S DEPUTY, NEXT TUESDAY. I BELIEVE THAT THE

ONLY CARD LEFT TO US WORTH CONSIDERING IS THAT YOU MIGHT YOURSELF PHONE

THE PRESIDENT ON MONDAY. IT IS , I BELIEVE, IMPERATIVE THAT WE SHOULD

CONTINUE TO DEPLOY TO THE END OF THE COMPETITION THE IMPORTANCE WE ATTACH

TO THIS DEAL AND ITS POLITICAL IMPLICATIONS. YOU ALONE CAN DO THAT.

I REALISE THAT I HAVE ALREADY ADVISED YOU TO WRITE TO PRESIDENT REAGAN, THAT

THAT APPROACH WAS LEAKED, AND THAT THE POLITICAL STAKES WERE THEREBY RAISED.
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: ON MY ADVICE
I STILL BELIEVE THAT THE DE CISION YOU TOOKJ WAS THE RIGHT ONE, AND THAT, NOW

i
WE HAVE GONE DOWN THIS ROAD, FURTHER ACTION WILL LEAVE US NO WORSE OFF OR

Ir

PRECEDE
@Emm. /I

E
MM

MORE EXPOSED. WE ARE IN THIS MATTER TO WIN.

S I WOULD HOPE THAT I MIGHT HAVE A WORD WITH YOU ON MONDAY,

BEFORE A FINAL DECISION IS REACHED.
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14 IT MAY RE HEL®FUL IF | SET QUT THE CURRENT POSITION ON THE

E deC1510Y,

e O ANMOUNCEMENT OF THE PTARMIGAN/RITA Ci0QICE HAS REEY MADE ,

NOR HAS A DECISION REEYN TAKENS WHAT HAS HAPPENED 1§ THAT, PRORBARLY
A3 4 RESULT cF THEINTERVENTIONS RY THE PRIME MINISTER AKD THE
SECRETARY OF STATE FOR CEFENCE, AN INDEPENDENT COST EVALUATION GROUP
HAVE REEN CHARGED W#ITH REVIEWINS THE ARMY'S ASSESSMENT OF THE TwO
A0S, WE KNOW THAT THE ARMY ORIGINALLY OPTED FOR THE GTE/THOMSON CSF
BID ON GROUNDS OF CCST, (THE CoST DIFFERENCE BEING SOMETHING OVER
DOLLARS ONE RILLION, MUCH OF T APPARENTLY ARISING FROM THE
DIFFERENCE IN THE CAPABILITY (NUMSER OF NODES) OF THE COMPETING
EQUIPMENT,)

2e WE INEERGER TOLD THE MINISTER OF STATE FOR THE ARVED FORCES ON
17 SEPTEMBER THAT HE REGRETTED THAT THE PRIME MINISTER'S MESSASE
TO THE PRESIDENT HAD 2fcoMe PURLIC KNOWLEDGE. HE AL3D CONFIPMED
THAT THE INDEPENDENT COST ASSESSYENT WAS IN TRAIN, AND THAT IT
WOULD TAKE ACCOUNT OF THE POINTS MADE IN MR HESELTINE'S MES3AGE

IE GUARANTEES ON EXCHANGE RATE, A CAP ON INFLATION, AND A REDUCED
NUMRER OF IODES.

4, THE COST EVALUATION GROUP IN FACT COMPLETED ITS WORK ON

17 SEPTEMBRER: ITS CONCLUSIONS AND RECOMMENCATIONS ARE BE|ING TIGHTLY
HELD, RUT THE RUMOUR MILL SUGGESTS THAT THEY ARE UNFAVOURAALE TO us,
S5e WE HAVE ALSO LEARNED FRO4 TWO USUALLY RELIASRLE SOURCES THAT

THE WHITE HOUSE HAS TAKEN A POLICY DECISION TO KEEP QUT OF THE
SECISION TAKING PROCESS. WE INBERGER HAS, IT IS SAID, BEEN TOLD TO
MAKE HIS MIND UP wiTHOUT REFERENCE TO TME PRESIDENT. (PRESUMARLY

THE INTENTION IS TO TRY 1O REDUCE THE RISK oF DAMAGING THE
PRESIDEMT'S RELATIONS WITH EITHER THE PRIME MINISTER 0Op MITTERRAND,)
Se SHULTZ TOO APPEARS TO HAVE CONFIRMED TO WEINRERGER THIS WEEK
THAT HE DOES NOT WISH TO INTERVENE IN THE DEC)ISION,

Te dE HAVE, wITH ROCKWELL, CONTINUED 3ue LORRYING EFFORT: SENATORS
WARNZIR, HATCH AND HAWK[NS HAVE THIS WEEK CONTACTED JEINBERGER 0X
PTARMIGAN'S REHALF,., THE ROCKUELL/PLESSEY A1M NOw IS TO PZ3SUADE
CSPARTMENT OF DIFEWSE T9 CALL FOR A SECOND 3EST AND FIMAL OFFZR;

AN &CTION FOR WHIZH THCaE ARE NUMEROUS PRECEDZINTS. THE PRESIZENT

oF ROCKYELL WROTE 2N 17 SEPTE™BER TGO THE Don ASKING THEY TO REZQPEW /é
NEGOTIATIONS 0N THE 234515 OF APPLES FOR APPLES, 5
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3. JF XNOw THAT THS PENTAGON PLANNED TO MAKE AN ANNOQUNCE™ENT 3N :
2 SZPTIMREP: GI¥E OF OUR SOURCES HOWEVED MAINTAIN THAT THEY WILL |
NOT BE ARLE TO MEET THIS DEAULINE, AND THAT THE MIDDLE OF NEXT

WEEX 15 NOW A BETTIR 13tET.
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