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INDEX 
A 

ACTS O F VIOLENCE AGAINST CIVIL AIRCRAFT 

Hijacking by the Arab Fedayeen terrorist organisation and the holding of passengers as hostages; 
measures to intensify security in relation to British aircraft and airports; arrest of Leila Khalid 
13; 14; 15; 16(1); 17(1); 18; 19(1). 

Terms of a joint statement by the Berne Group. 20. 
The representative of the International Committee of the Red Cross (ICRC)—further discussions 

with Fedayeen leaders about the hostages. 21 (1). 
ICRC representative reports that the Popular Front for the Liberation of Palestine were willing 

to release certain hostages in return for the release of seven guerilla prisoners held in European 
hands. 22(1). 

Release of all but six of the hostages. Remainder to be released when Fedayeen prisoners 
released. Arrangements regarding Leila Khalid. Armed passengers try to board a British 
aircraft in New York. 23 (1). 


Leila Khalid—latest moves. 24 (1). 

Fedayeen prisoners flown to Cairo. 25 (2). 


AIR BUSES 

See AIRCRAFT INDUSTRY. 

BAC 311 AIRCRAFT. 

LOCKHEED/ROLLS-ROYCE TRISTAR. 

AIRCRAFT INDUSTRY 

See also BAC 311 AIRCRAFT. 
CONCORD. 

LOCKHEED/ROLLS-ROYCE TRISTAR. 

Financial help for Rolls-Royce. Air Buses and the RB211 engine. CP 74, CP 77, 30(6). 
Financial problems of Rolls-Royce; BAC 311; RB 211; A 300B Lockheed Tristar. CP 74, 

CP 77, 31 (4). 
A 300B Air Bus; discussions with the European consortium; BAC 311; RB 211-22; RB 211-61; 

Lockheed Tristar; Government and City financial assistance. CP 74, CP 77, CP 91, C P 92, 
33 (1); Air Buses and the RB 211-61 engine; A 300B European Air Bus. Proposed reorganisation 
of the industry on a European basis. CP 74, CP 77, CP 91, CP 92, 34 (6). 

Possible Government and City financial assistance to Rolls-Royce; A 300B—discussions with 
interested European countries. 35 (6). 

No Government financial support for the BAC 311 and A 300B projects; date of announcement. 
CP 112, 42(3). 

ARAB-ISRAELI DISPUTE 

New initiative by the United States Government. 2 (3), 4 (2). 

Violations of cease-fire agreement and general situation report. 12 (2). 

Report by the Foreign and Commonwealth Secretary on his discussions at the United Nations. 


32 (1). 
Speech by the Foreign and Commonwealth Secretary on the need for Israeli withdrawal from 

occupied territories. 35 (3). 

Report on a debate in the United Nations General Assembly. 36 (4). 

Visit to London of the Israeli Prime Minister—report of talks. 36 (4). 


ARK ROYAL, H M S 

Collision with a Soviet destroyer. 37 (2). 



ARMED FORCES 
Pay of senior officers of the Armed Forces to be referred to the National Board for Prices and 

Incomes (NBPI). CP 13, 7 (5). 
NBPI to be invited to make a further report on the pay of senior officers. 10 (4). 
Pensions. CP 28, 10 (6). 
New pay review bodies. CP 83, 30 (5). 
Announcement of higher pay for senior officers to be delayed. CP 97, 34 (8). 
Senior officers pay rise to be announced. Voluntary waiver of half the increase. 42 (4); 43 (3); 

44(2). 

ARMS FOR SOUTH AFRICA 
Possibility of restoring supply—speculation in the Press. 1 (5). 

Foreign and Commonwealth Secretary's views to be given at any early date. 2 (3). 

Draft statement of Governmenfs policy. CP 12, 5 (3). 

Revise of draft statement. 6 (1). 

Terms of an Opposition Motion criticising the Governmenfs statement. 7 (2). 

Draft Resolution tabled in the Security Council of the United Nations. 8 (3). 

Attitude of Commonwealth countries. 10 (2). 

Review of present situation. 12 (2). 

Report of discussions held by the Prime Minister and the Foreign and Commonwealth Secretary 


with leaders of the African Commonwealth. 32 (1). 
Obligations under the Simonstown Agreement; timing of announcement; South African 

Government to be asked to give a public undertaking. CP 113, 42(2). 

A R M Y - B R I T I S H 
Rundown of units. CP 26, 8 (4); CP 26, 11 (1). 

A S I A - S O U T H EAST 
Anglo-Malaysian Defence Agreement to be replaced by Five-Power Defence Agreement. 8 (3). 
Malaysian Government might wish to reconsider arrangements for the Defence Agreement. 

31 (3). 

B 
BAC3I1 AIRCRAFT 

See also AIRCRAFT INDUSTRY. 

Analysis to be made of alternatives to unilateral support. CP 21, 11 (2). 

Not to be supported. CP 74, CP 77, 31 (4). 


BERLIN 
Air Corridor—Soviet authorities attempt to close. 25 (2). 

Shooting of Soviet military guard in the British Sector. 37 (2). 


BERMUDA 
Disturbances; close watch on the situation in view of the impending visit of His Royal Highness 

The Prince of Wales. 
Situation report on disturbances. Projected visit by His Royal Highness The Prince of Wales. 

30(1). 

BILLS 
See also LEGISLATION. 
BILL OF RIGHTS: 

Guidance for the Lord Chancellor on the Second Reading in the House of Lords. 41 (5). 
BILL TO IMPLEMENT PRIORITY SOCIAL SECURITY PLEDGES. CP 8. 
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BILLS (continued) 
COAL INDUSTRY BILL: 

Further consideration to new Bill. 5 (4). 

Provision to pay compensation to redundant miners. CP 80, 31 (6). 


COURTS BILL: 
Guidance for the Lord Chancellor on the Committee Stage in the House of Lords. 43 (1). 

IMMIGRATION BILL: 
Progress report on drafting of Bill. 41 (6). 

INDUSTRIAL RELATIONS BILL: 
Proposals and timing. CP 30, 10(5); 12(1); 12(3). 

Draft consultative document. CP 63, CP 65, 24 (3). 

Provisions applicable to the Crown. CP 106, 38 (2). 

Committee stage of the Bill to be taken on the Floor of the House. 43 (1). 


MISUSE OF DRUGS BILL: 
Reintroduction of the Bill. CP 9, 4 (4). 

BRITISH BROADCASTING CORPORATION 
See BROADCASTING. 

BRITISH OVERSEAS AIRWAYS CORPORATION 
See also SECOND FORCE AIRLINE. 

Pilots' pay award; Government delay authority to make a specific offer. 39(3); 40(2). 
Authorisation to open pilots' pay negotiations. 41(3). 

BRITISH STEEL CORPORATION 
See also NATIONALISED INDUSTRIES. 

Effect of increased coal prices on steel. CP 29, CP 31, 10(7). 
Governments agreement that steel prices should be increased; redrafting of Government statement; 

stricter financial discipline to be imposed. CP 79, 29 (4). 

BRITISH UNITED AIRWAYS LTD. 
See SECOND FORCE AIRLINE. 

BROADCASTING 
Future of local radio stations of the British Broadcasting Corporation and of the Committee 

of Inquiry into Broadcasting. 8 (7). 
Agreement to allow local radio stations to continue and proposal to create a commercial radio 

system. 11 (5). 

BRUNEI 
Heads of Agreement initialled. 45 (2). 

c 
C A B I N E T 

Committee structure. 3 (4). 
Security of discussion. 9 (1). 
Welcome to the Minister of Technology. 10 (1). 
Arrangements for Cabinet meetings in view of Prime Ministers visits abroad. 41 (2). 
Procedure for obtaining policy decisions. CP 10. 

Cabinet business. CP 98. 


C A L E D O N I A N A I R W A Y S L T D . 

See SECOND FORCE AIRLINE. 



C A N A D A 

See also KIDNAPPING. 
Report by the Prime Minister on his visit to Ottawa. 48 (2). 

C E N T R A L P O L I C Y R E V I E W S T A F F ( C P R S ) 

See GOVERNMENT-CENTRAL REORGANISATION. 

C E Y L O N 

Contemplated legislation to nationalise foreign enterprises. 37 (2). 

C H A N C E L L O R O F T H E E X C H E Q U E R 

Death of. 7 (1). 

C H I N E S E P E O P L E ' S R E P U B L I C 

Representation at the United Nations. 37 (2). 

C I V I L S E R V I C E 

Higher Civil Service pay. Plowden Report recommendation accepted. CP 13, 7 (5). 
Timing of the publication of the Tenth Report of the Standing Advisory Committee on Pay of 

the Higher Civil Service. 10 (4). 

Reductions in non-industrial manpower. CP 41, 21 (4). 

New pay review body for senior Civil Servants. CP 83, 30 (5). 

Non-industrial manpower. CP 119, 48(5). 


C O A L B O A R D 

See also COALMINERS PAY. 


FUEL POLICY. 


NATIONALISED INDUSTRIES. 


Proposed increase in coal prices. CP 18, 7(7) . 


' Effect of higher prices on electricity and steel. CP 29, CP 31, 10 (7). 

Increase in price of general purpose coal. 34 (5). 


C O A L M I N E R S P A Y 

Result of the National Union of Mineworkers (NUM) strike ballot; ministers to discuss a 
productivity bonus. 32(2). 

Chairman of National Coal Board (NCB) authorised to offer productivity bonus. 33 (2). 
Unauthorised offer made to N U M by the Chairman of the NCB. Statement to be made in 

the House of Commons linking increased offer with a new rise in coal prices. 34 (5). 
Coalminers on unofficial strike; situation report. 36(5). 
N U M to hold ballot of members as to acceptance of pay offer. General situation report on 

unofficial strike. 37 (3). 

C O A L I N D U S T R Y B I L L 

See BILLS. 

C O N C O R D E 

Review of the project and consequences of cancellation. CP 15, CP 17, CP 23, CP 25, 9 (4). 
Agreed analysis of possible courses of Government action to be completed by September. 

CP 15, CP 17, CP 23, CP 25, 11 (2). 
Project to continue until March 1971—further assessment by that date. CP 17, CP 40, 19 (2). 

C O U R T S B I L L 

See BILLS. 

C R O S S , J A M E S 

See KIDNAPPING. . 



D 


D E F E N C E P O L I C Y 

Draft White Paper. CP 87, 31 (3). 

D E G A U L L E , G E N E R A L 

See FRANCE. 

D E V L I N , M I S S B E R N A D E T T E 

Facilities to be accorded whilst in prison. 5 (4). 

Not permissible to take the Oath whilst in prison; case for Committee of Privileges. 8 (2). 


D I S P E R S A L P O L I C Y 

See GOVERNMENT—LOCATION OF. 

D O C K S 

Dispute over basic minimum wage. 1 (5). 

Situation report. 2 (5). 

Contingency Planning under the threat of a national strike. CP 5, 4 (3). 

National strike; State of Emergency to be proclaimed; Court of Inquiry to be appointed. 5 (1). 

Consideration of the use of troops. 6 (2). 

Situation Report. 7(3). 


Governmenfs attitude to the findings of the Court of Inquiry; situation Report. 8 (5). 

Report of the Court of Inquiry; situation Report. 9 (2). 

End of strike; date of revoking of the Proclamation of a State of Emergency. 10(3). 


D O C T O R S ' A N D D E N T I S T S ' R E M U N E R A T I O N 

Consideration to be given to salary claims. 1 (5). 

Terms of reopening negotiations. 2 (6). 

Governmenfs conclusion; timing of announcement. 10(4). 


New review body to be formed. C P 83, 30 (5). 


D R U G S - M I S U S E O F 

See BILLS. 

E 
E C O N O M I C A F F A I R S 

Statement by the Chancellor of the Exchequer. 12 (4). 

E C O N O M I C P O L I C Y 

Report by the Chancellor of the Exchequer on the present position. 1 (5). 

E L E C T R I C I T Y B O A R D S 

See also FUEL POLICY. 

NATIONALISED INDUSTRIES. 

Effects of higher coal prices on electricity. CP 29, CP 31, 10(7). 


Proposed increase in tariffs deferred for further consideration. 35 (2). 

Proposed increase in prices; mitigating their effects; increase in special heating allowance. 


CP 107, CP 108, CP 109, 39 (4). 
Proposed increase in prices; further consideration by the Ministerial Committee on Economic 

Policy. No increase in special heating allowance. CP 107, CP 108, CP 109. CP 110, 40 (3). 
Presentation to the public of increases in prices. 41 (4). 
Proposals for price increases submitted to Consultative Councils. 45 (3). 



ELECTRICITY SUPPLY WORKERS 
Pay claim—link with local authority manual workers. 35 (1). 
Probable deadlock in pay negotiations. No authority given to the Electricity Council to increase 

offer. Contingency plans in case of strike. 37 (3). 
Chairman of the Electricity Council to be informed of the basis required for negotiations with 

the supply workers. Re-examination of contingency planning for a strike. Public 
presentation of the Government case. 38 (1). 

Governmenfs determination to arrest inflationary wage settlements; proposed form of pay offer 
by the Electricity Council. 39 (3). 

Situation report. 40 (2). 
Pay negotiations adjourned. 41 (3). 
Pay offer rejected and unions call for a work to rule and overtime ban. Press interpretation 

of offer. Emergency powers. 43 (2). 
Impact of the work to rule; ministers to consider next stages of strategy for dealing with the 

dispute. 44 (1). 
Situation report; emergency powers in Northern Ireland; progress towards a court of inquiry. 

45(3). 
Situation report; no increase in pay offer; state of Emergency to be proclaimed. 46. 
Court of Inquiry asked for; composition and terms of reference; situation report; continuance 

of Emergency Powers. 47 (2). 
Court of Inquiry—membership and secretariat. 48 (3). 

ESTATE AGENTS 
Restriction on Agreements Order 1970, 43(1). 

EUROPE 
Report by the Foreign and Commonwealth Secretary of European security 45(2). 

EUROPEAN ECONOMIC COMMUNITY (EEC) 
Opening of negotiations and future programme. 1 (3). 
Draft of statement to open negotiations. CP 2, 2 (4 ) ; CP 4, 3 (3). 
Foreign and Commonwealth Secretary to see the Australian and New Zealand Deputy Prime 

Ministers. 4 (2). 
Foreign and Commonwealth Secretary's discussions with the French Foreign Minister in Paris

5 (2). 
Objectives for the meeting with the Six on 21 July. 5 (5). 
Report on the initial meeting held on 21 July. 8 (3). 
Transitional period for agricultural and horticultural products. 28 (1). 
Report by the Chancellor of the Duchy of Lancaster on the Ministerial meeting in Luxembourg 

on 27 October. 34 (4). 
United Kingdom contribution to the EEC budget.
United Kingdom contribution to the EEC budget.

detailed proposals in Brussels. CP 118, 47(1). 

 CP 115, 45 (4). 
 Draft Parliamentary statement. Timing of 

EUROPEAN SPACE CONFERENCE 
Decision not to participate in new studies of the post-Apollo programme. CP 93, CP 100, 35 (5). 

F 
FOREIGN POLICY 

Situation report by the Foreign and Commonwealth Secretary. 1 (5). 

FRANCE 
Visit of the French President to the Soviet Union. 30 (1). 
Prime Ministers report on the representation at the Requiem Mass for General de Gaulle. 38 (2). 

FUEL POLICY 
Policy and prospects. CP 80, 31 (6). 
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G 

GABON 


Report on the Presidents visit to London. 34 (3). 


GAS INDUSTRY 
See also FUEL POLICY. 

NATIONALISED INDUSTRIES. 

Pay claim of employees; link with local authority manual workers. 35(1). 


Increase in tariffs deferred for further consideration. 35 (2). 

Government inform Gas Council chairmen of determination to halt inflationary wage settlements. 


39 (3). 
Proposed increase in gas prices; possibility of mitigating their effects. CP 107, CP 108, CP 109, 

39 (4). 
Pay of manual workers in the industry. 40 (2). 
Proposed increase in gas prices referred back to the Ministerial Committee on Economic Policy. 

No increase in supplementary benefit to be made. CP 107, CP 108, CP 109, CP 110, 40 (3). 
Pay offer to manual workers rejected. 41 (3). 
Revised proposals for gas increases. 41 (4). 
Gas Council to take account of the attitude adopted by the Electricity Council on pay negotiations. 

43 (2). 

G E R M A N Y - F E D E R A L REPUBLIC 
Visit of the German Foreign Minister. 5 (2). 

German-Soviet Treaty. 12 (2). 

German-Polish Treaty. 37(2); 39(2). 


GOVERNMENT 
Welcome and guidance by the Prime Minister. 1 (1). 

Completion of new Administration. 2 (1). 

Analysis and decision—setting up of a team of businessmen consultants. CP 11, 5 (6). 

Review of first month in office. 8 (1). 

Review of progress and prospects in the months ahead. 12(1). 


Procedure for obtaining policy decisions. CP 10. 


The Central Capability Unit. CP 37. 


G O V E R N M E N T - C E N T R A L REORGANISATION 
Prime Ministers statement on White Paper due to be published. CP 85, 29 (5). 

Head of new Central Policy Review Staff (CPRS) appointed. 34 (2). 

Consultation about issues to be examined by the CPRS. 41 (2). 


G O V E R N M E N T - L O C A T I O N OF 
Review of dispersal from central London. 38 (4). 

GOVERNMENT RESEARCH AND DEVELOPMENT ESTABLISHMENTS 
Pay of craftsmen. 39 (3). 
Governmenfs rejection of pay claim for craftsmen. 41 (3). 

GUEST, KEEN, NETTLEFOLD-SANKEY LIMITED 
Effect of new offer by employers on other industrial disputes. 12 (3). 

GUINEA 
Unsuccessful attempt to invade and overthrow the Government. 41 (7). 



H 

H A R L A N D A N D W O L F F L T D . 

Request through the Shipbuilding Industry Board for financial assistance. CP 32, 11 (4). 

H I J A C K I N G 

See ACTS OF VIOLENCE AGAINST CIVIL AIRCRAFT. 

I 
I N C O M E S P O L I C Y 

The docks dispute and future wage and salary claims. 1 (5). 

I M M I G R A T I O N 

Proposals for the drafting of an Immigration Bill. 41 (6). 

I N D O C H I N A 

Foreign and Commonwealth Secretary's report of his discussion with the Laotian Prime 
Minister. 30 (1). 

I N D U S T R I A L A F F A I R S 

General review cf settlements and future industrial action; the Governments attitude and future 
action. Tax refunds and supplementary benefits to strikers. 12 (3). 

Future strategy for dealing with future pay negotiations and strikes. 30 (2). 
Examination of financial disincentives to strike action. 35 (1). 
Ministerial Committee to be appointed to deal with pay negotiations and industrial unrest. 

37 (3). 
Supplementary benefit for and PAYE refunds to strikers; recovery of benefits and deferment 

of refunds. CP 103, 37 (4); 40 (4). 
Report on the present situation concerning industrial action; current and prospective pay 

negotiations. 48(3). 

I N D U S T R I A L D I S P U T E S 

See DOCKS. 
GUEST, KEEN, NETTLEFOLD-SANKEY LIMITED. 
LOCAL AUTHORITY MANUAL WORKERS. 
COAL MINER'S PAY. 
ELECTRICITY SUPPLY WORKERS. 

I N D U S T R I A L R E L A T I O N S 

See also BILLS. 
Industrial relations situation. CP 7. 
Demonstrations against Industrial Relations Bill. 43 (2). 

I N T E R N A T I O N A L L A B O U R O R G A N I S A T I O N 

Conventions and recommendations—Draft White Paper. CP 102. 

I R A N 

Differences between the Shah and the Persian Gulf States over oil exploitation. 1 (5); 2 (3). 

I R E L A N D - N O R T H E R N 

Military reinforcements to be sent. Endorsement of the Government of Northern Ireland's 
five-year development plan. Future policy; visit to Northern Ireland by the Home Secretary. 
1 (4). 

Situation report. 3 (1). 

Visit by the Irish Minister of External Affairs. 4 (2). 

Proposals by the Northern Ireland Prime Minister. Review of situation. C P 19, 7 (4). 

Situation report. 12(2). 
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I S R A E L 

See also ARAB-ISRAELI DISPUTE. 
JORDAN. 

Visit to London of the Prime Minister—report of talks. 36 (4). 

J 

J O R D A N 

See also ACTS OF VIOLENCE AGAINST CIVIL AIRCRAFT. 

Conflict liable between the Jordanian Army and the Fedayeen. 18 (1). 
Hostilities break out. 19 (1). 
Situation report. Use of Syrian troops. Appeal by King Hussein for help by air strikes and 

air cover. Discussions to be promoted in the Security Council of the United Nations, 
Security Council of the United Nations. Consideration on the evacuation of British nationals. 

Air services to be suspended or routes modified if situation deteriorates. Impact on oil supplies 
to be examined. 20. 

Situation report. Preparation for evacuation of British subjects. Co-ordination of relief 
operations. 21 (1). 

Syrian forces withdrawn. Voluntary evacuation of British subjects. Fedayeen reject cease-fire 
offer. Relief and medical supplies; lack of urgency shown by the International Committee 
of the Red Cross (ICRC). 22(1). 


Refusal of the ICRC to accept British aid; decision to act independently. 23 (1). 

Extent of British medical assistance. 24 (1). 

British medical units now operating under protection of the Jordanian Army. 25 (2). 


J U D I C I A R Y - H I G H E R 

Salaries. CP 14, 7 (5), 10 (4). 
New review body. CP 83, 30 (5). 
Announcement of higher pay to be delayed. 34 (8). 
Further consideration to timing of action to give effect to increases in salaries. 39 (3). 
Date of salary increase and voluntary waiver for a period. 42 (4); 43 (3); 44 (2). 

K 

K H A L I D , L E I L A 

See ACTS OF VIOLENCE AGAINST CIVIL AIRCRAFT. 

K I D N A P P I N G 

Kidnapping of Mr. Cross (United Kingdom Senior Trade Commissioner in Montreal) by members 
of the Front de Liberation Quebecois (FLQ). Responsibility for dealings rested with the 
Canadian Government. Guidance for the Press and other information media. 27 (1). 

Negotiations for the release of the British Trade Commissioner; security for Government and 
public service representatives. 28 (1). 

Situation report by the Foreign and Commonwealth Secretary. 30 (1). 
Situation report; negotiations to be left in the hands of the Canadian Government; consideration 

of financial protection for officers of the Diplomatic Service; protection of Canadian High 
Commission personnel in this country. 31 (2). 

Situation report by the Foreign and Commonwealth Secretary. 32 (1). 

Liberation and return of Mr. Cross to London. 45 (2). 




L 

L E G I S L A T I O N 

Programme for the remainder of the 1970-71 Session. CP 27, 9 (3). 

L O C A L A U T H O R I T Y M A N U A L W O R K E R S 

Nature of possible industrial action and the Governments' attitude. 12 (3). 
Department of Employment and Productivity not to conciliate in the dispute except under 

existing offer; Exchequer not to contribute to cost of inflationary settlements. 21 (2). 
Review of the situation caused by the strike; danger to the environment from sewage; use of 

troops; advice to the Greater London Council on public statements. 26(2). 
Situation reports; further consideration of the use of troops. 27 (2). 
Government should ensure that local authorities continue to resist the union's demands. 

Government^ case effectively presented to public opinion. CP 82, 28 (2). 
Assurance to local authorities that the Government would protect ratepayers against the cost 

of litigation brought as the result of interruption to essential services. Study to be undertaken 
by officials to ensure that public sector bodies did not pass on the cost of conceded unjustifiable 
pay increases. 29 (1). 

Situation reports; assessment to be made of the scope for Government intention. 30(2). 
Assessment of the scope for Government intervention; situation report. CP 89, 31 (1). 
Health hazard in London borough; servicemen used; Sir Jack Scamp to head enquiry into the 

pay dispute. Government to circulate factual information on pay rates and earnings. 32 (2). 
Sir Jack Scamp expected to call for a general resumption of work. 33 (2). 
No resumption of work while enquiry is sitting; situation reports. 34(5). 
Situation reports; risk of fires on 5 November. 35 (1). 
Situation report; Ministers to consider Government reaction to Sir Jack Scamp's Committee 

on Inquiry report. 36 (5). 

L O C K H E E D / R O L L S - R O Y C E T R I S T A R 

Agreement for Export Credits Guarantee Department cover for subordinated debt. CP 116, 
45 (5). 

L O N D O N A I R P O R T 

Report on the pay of firemen; possibility of industrial action. 10(3). 

M 
M A N P O W E R E C O N O M I C S - O F F I C E O F 

To provide secretariat for pay review bodies and to conduct research into certain general problems. 
CP 83, 30(5). 

M A L A Y S I A 

See ASIA—SOUTH EAST. 

M A L T A I ! 

Financial aid. 25 (2). 

M A U R I T I U S 

Danger of overthrow of Government; request for military assistance. 22(2). 

M E M O I R S 

By former Ministers. 36 (1). 

M E R S E Y D O C K S A N D H A R B O U R B O A R D 

Financial difficulties. CP 45, 22 (3). 
Financial aid; further consideration to alternative methods of dealing with the problem. CP 105, 

37(6). 
Government not to provide assistance. Preparation for when the Board is declared insolvent. 



M I D D L E E A S T 

See ACTS OF VIOLENCE AGAINST CIVIL AIRCRAFT. 
ARAB-ISRAELI DISPUTE. 
JORDAN. 

M I L K 

Retail price to be raised. EPC 7, 7 (6). 

M O N O P O L I E S C O M M I S S I O N 

Report to be submitted on its future. 30 (5). 

Draft statement for Parliament. CP 96, CP 114, 47 (4). 


MUSCAT AND OMAN 
Immediate recognition of new regime. 10 (2). 

N 

N A T I O N A L H E A L T H S E R V I C E 

Ancillary workers; pay claim links with local authority manual workers. 35 (1). 
Ancillary v/orkers to be offered similar terms to local authority manual workers. 38 (1). 
Minimum publicity for pay offer to ancillary workers. 39 (3). 

N A T I O N A L I S E D I N D U S T R I E S 

See also BRITISH STEEL CORPORATION. 

COAL AND ELECTRICITY BOARDS, GAS INDUSTRY. 


Pay of Board members. 10 (4). 

Effects of higher coal prices on the Electricity Boards and the British Steel Corporation. CP 29, 


CP 31, 10(7). 
New pay review body for Board members. CP 83, 30 (5). 
Increases in gas and electricity prices deferred for further consideration. 35 (2). 
Increase in salaries of Chairmen and Deputy Chairmen of Boards; voluntary waiver. 42(4) ; 

43(3) ; 44(2). 

N A S S E R , P R E S I D E N T 

Government representation at his funeral. 24 (1). 

N E W Z E A L A N D 

Agricultural levies. 41 (7). 

N I X O N , P R E S I D E N T 

Visit to Britain; Prime Ministers report of discussion. 26(1) . 

N O R T H A T L A N T I C T R E A T Y O R G A N I S A T I O N 

Financial responsibility for Malta defence facilities. 25 (2). 

o 
O P E N U N I V E R S I T Y 

Proposals to reduce intake of students. CP 34, CP 35, CP 36, 11 (6). 

O I L 

See IRAN. 



P 


PAKISTAN 
Report on flood disaster and measures of relief. 39 (2); 41 (7). 
Visit by the Minister for Overseas Development. Situation report on flood relief. 42 (1). 
Result of General Election. 45 (2). 

PARLIAMENT 
Opening date of first Session; Governmental policy. 1 (2). 
Draft Queen's Speech on the Opening of Parliament. CP 1, 2 (2); CP 3, 3 (2). 
Queen's Speech on the Opening of Parliament. CP 6. 
Rights of Members of the House of Commons committed to prison to be referred to the 

Committee of Privileges. 5 (4). 

Question of recall of Parliament if dock dispute continued. 8 (2). 

Date of Christmas Recess. 39 (1). 

Debate on aviation supply; Government amendment to Opposition motion. 40(1). 


The Restriction on Agreements (Estate Agents) Order 1970. 43 (1). 

Remuneration of Members of Parliament. 43 (1). 


PARLIAMENTARY SEATS-REDISTRIBUTION 
Government policy. 1 (2). 

PAY REVIEW BODIES 
Three new bodies to be set up for certain groups in the public sector. CP 83, 30(5). 
Members of Parliament—remuneration to be considered by public service review body. 43 (1). 

PENSIONS 
For the over 80's. 1 (2). 
Public Service and Armed Forces. CP 28, 20 (6). 

PERSIAN GULF STATES 
Differences with the Shah of Iran. 1 (5), 2 (3). 

Problems of encouraging the formation of a Union of Arab Emirates. 8 (3). 

POLAND 

See also GERMANY—FEDERAL REPUBLIC. 

Report on the disturbances. 48 (1). 

POLICE PAY 
Report on negotiations. 43 (2). 

POLICY 

Main issues at time of assuming office reported by the Chancellor of the Exchequer, Secretary 
of State for Employment and Productivity and the Foreign and Commonwealth Secretary 
1(5). 

POST OFFICE BOARD 
Proposed increase in postal rates. CP 16, 7(7). 
Decision on postal charges to be announced, and consideration of an inquiry into standard 

and scope of postal services. 21 (3). 

PRICES AND INCOMES BOARD 
To be abolished. CP 83, 30 (5). 
Revised statement on the winding up approved. CP 97, 34 (8). 



P R O G R A M M E ANALYSIS AND REVIEW 
New system to complement the Public Expenditure Survey Committee. CP 101, 38 (3). 

PUBLIC SECTOR REMUNERATION (HIGHER SALARIES) 
Announcement of increases and voluntary waiver. 42 (4), 43 (3), 44 (2). 

PUBLIC EXPENDITURE 
See also PROGRAMME ANALYSIS AND REVIEW 

AGRICULTURE: 

Interim import levy schemes to be introduced; reduction of Exchequer expenditure. CP 58, 
CP 60, 24 (2). 

Increase in support grant. CP 61, 24(2). 

AIRCRAFT PROJECTS: 

Proposed savings. CP 52, CP 58, CP 62, 23 (2). 

ARTS: 

Admission charge to be made for public museums and galleries. CP 58, 24 (2). 
Increased expenditure in 1971-72 agreed. CP 50, 26 (3). 

ASSISTANCE TO INDUSTRY: 

Major, expenditure cuts needed. CP 39, 16 (2). 

ATOMIC ENERGY AUTHORITY: 

Redundancy arrangements. CP 39, 17 (2). 

Cuts in expenditure. CP 52, CP 58, CP 62, 23 (2). 


BRITISH PRODUCTIVITY COUNCIL: 

Consideration of phasing out Government grant. 17 (2). 

DEFENCE : 

Reductions in expenditure. CP 39, 17 (2); C P 58, 24 (2). 

DENTAL SERVICES: 
Reductions in expenditure. CP 58, 24 (2). 

DESIGN COUNCIL: 
No additional finance to launch new Council; remit to Economic Policy Committee. CP 43, 

26 (3). 

EDUCATION : 

Cut in expenditure for further education. CP 58, 24 (2). 

EMPLOYMENT AND PRODUCTIVITY, DEPARTMENT OF: 

Agreed reduction in expenditure. CP 58, 24 (2). 

EMPLOYMENT SERVICES: 

Additional expenditure for training the unemployed; further discussion on remaining 
proposals. CP 57, 26(3). 

Additional expenditure for Government training centres. 27 (3). 

EXPENDITURE PROGRAMMES: 

Report by the Chief Secretary, Treasury, on his discussions with Ministers. CP 39, 16 (2). 

EXPORT PROMOTION: 

Reduction in expenditure. CP 58, 24(2). 

FAMILY INCOME SUPPLEMENT: 

Proposals for -endorsed . Timing of Bill. CP 54, CP 59, CP 70, 26 (3). 
Impact on families of the public expenditure measures and timing of measures to help the 

poorer families. CP 76, CP 78, 29 (3). 



PUBLIC EXPENDITURE (continued) 

GENERAL: 

Chancellor of the Exchequers statement on the economic situation. 12 (4). 

Broad objectives; detailed recommendations by mid-September. CP 20, CP 22, CP 24, 8 (6). 

Reaffirmation of reduction targets; timetable for review; draft statement and White Paper. 


CP 38, CP 39, 16 (2). 
Changes to be presented as a change of policy not forced by economic crisis. 17 (2). 
Situation report on the review; accounting conventions; approval of proposed reductions. 

CP 52, CP 53, CP 58, CP 62, 23 (2). 
Situation reports. CP 58, 24(2) ; CP 58, CP 68, 25(3-4) ; CP 58, CP 68, 26(3) ; 27(3). 
Summary of review. CP 81, 29 (3). 
Draft White Paper—endorsement of proposals; further amendments to be made. CP 84, 

CP 86, 30 (3). 
Revised text of White Paper approved. CP 90, 32 (4). 
Draft White Paper on Public Expenditure to 1974-75 to be prepared. CP 117, 47(3). 
Analysis of public expenditure programmes. CP 72. 

GOVERNMENT PROPERTY HOLDINGS: 

Plans on hand for a major arrangement project. 17 (2). 

GOVERNMENT TRAINING CENTRES: 

See EMPLOYMENT SERVICES. 

HOUSING : 
Changes in finance arrangements. CP 39, 17 (2). 
Fair rents scheme for council and private houses; rent rebate for needy families. CP 64, 

25 (4); CP 75, 29 (2); CP 95, 34 (9). 

HOTEL INDUSTRY: 

Present grant scheme not to be extended. Assistance to hotels in development areas—remit 
to the Ministerial Committee on Regional Policy and the Environment. C P 46, 26 (3). 

INDUSTRIAL RELATIONS: 

Additional expenditure for legislation. CP 57, 26 (3). 

INDUSTRIAL RE-ORGANISATION CORPORATION (IRC): 


Proposed reduction in grant. CP 58, CP 52, CP 62, 23 (2). 

IRC to be wound up. CP 58, 24 (2). 


INDUSTRIAL TRAINING BOARDS: 
Inquiry into the future of the Boards. 17(2). 

INVESTMENT INCENTIVES: 

Proposals for investment grants to be replaced by a system of depreciation allowances in 
development areas. 16 (2); CP 66, 25 (3). 

Further consideration to be given to the withdrawal of grants from the shipping industry. 
Transitional arrangements for the abolition of investment grants. CP 66, CP 71, 27 (3). 

LEGISLATION: 

Ministers to consider the legislative implications of the review. 26 (3). 

Not possible to pass Bills through all stages by Christmas. 29 (3). 


LIBRARIES : 

No charges to be made. 24 (2). 

MILK—SCHOOL AND WELFARE: 
Proposed saving. CP 39, 17 (2). 
Retention of school milk for infants; approval of total saving. CP 58, 24(2). 

NATIONALISED INDUSTRIES : 

See also TECHNOLOGY AND INDUSTRY. 

Cut in investment programme. CP 52, CP 58, CP 62, 23 (2). 
Future of Thos. Cook and Son Ltd. to be considered by the Ministerial Committee on 

Economic Policy. CP 58, 24 (2). 



PUBLIC EXPENDITURE (continued) 

OPHTHALMIC SERVICES: 
Agreed saving on expenditure. CP 58, 24 (2). 

OVERSEAS A I D  : 
Proposed increases to be reconsidered; expenditure agreed for the years 1971-75. 17(2). 
Ways of stimulating private investment in developing countries to be examined. CP 42, 

CP 44, 26 (3). 

POST OFFICE: 

Telecommunications—no increase in prices. 17 (2); CP 49, 26 (3). 
Future of Giro, the National Data Processing Service and Cable and Wireless Limited to 

be considered by the Economic Policy Committee. CP 49, 23 (2). 

PRESCRIPTION CHARGES: 
Increased charges. CP 58, 24 (2). 
Charges on a proportionate basis; substantial exemptions; limit of charge. Possibility of 

changes in a single Bill. 26 (3). 

PUBLIC SECTOR: 
Redundancy arrangements must be improved. CP 39, 17 (2). 

RAILWAYS : 
London area commuter service to be self-supporting by 1973; savings in expenditure. 

CP 58, 24 (2). 
British Rail commuter service. CP 56. 

RATE SUPPORT GRANT : 
Timetable for consideration. CP 39, 16(2), 17(2). 

Saving to be made by a general reduction in the grant. C P 58, 24 (2). 

Certain recommendations approved. CP 69, 27 (3). 

Increase orders to cover 1969-71 agreed. C P 69, 30 (4). 

Government expenditure on grant 1971-73. CP 94, 35 (4). 

Local authorities manual worker wage settlement; implications for the grant. CP 104, 


35 (4), 37 (5). 

REGIONAL EMPLOYMENT PREMIUM: 

To be abolished. CP 39, 17(2); CP 58, 24(2). 

RESEARCH COUNCILS: 
Cuts in expenditure; further consideration to the disbandment of the Torry Research Station. 

C P 52, CP 58, CP 62, 23 (2). 

RESEARCH AND DEVELOPMENT: 

Effect of the current review on Government research and development. CP 48. 

SCHOOL BUILDING PROGRAMMES: 
Improvement of Primary Schools. CP 47, 26 (3). 

Additional expenditure agreed. 27 (3). 


SCHOOL MEALS: 
Increased charges. CP 39, 17 (2); CP 58 24 (2). 

SCOTLAND : 

Education, health and welfare. CP 51. 

SHIPPING INDUSTRY: 
See INVESTMENT INCENTIVES. 

SICKNESS BENEFIT: 

Payment for first three waiting days of sickness to be abolished. CP 39, 17 (2). 

SOCIAL SECURITY: 
Approved reduction in expenditure; agreed basis for uprating benefits. CP 58, 24(2) ; 

26(3). 
SOCIAL SERVICES: 

Proposals for reductions. Statements by the Secretary of State for Social Services and the 
Secretary of State for Education and Science. Report requested on implications of 
proposed rise in charges affecting family incomes. CP 39, 17 (2). 

Expenditure on health, welfare and social security and measures to help poorer families. 
CP 54, CP 59, CP 70, 26 (3). 



PUBLIC EXPENDITURE (continued) 

TECHNOLOGY AND INDUSTRY: 

Agreement on total reductions to be made by Ministry of Technology. CP 39, 17 (2). 
Proposed reductions by Ministry of Technology and discussion on further reductions. 

CP 52, CP 58, CP 62, 23(2). 
Nationalised industries investment programme—reductions. CP 73, 29 (3). 

PUBLIC SECTOR REMUNERATION (HIGHER SALARIES) 


Announcement of increases and voluntary waiver. 42 (4); 43 (3); 44 (2). 


Q 
QUEEN'S SPEECH 

See PARLIAMENT. 

R 

RB211 ENGINE 


See AIRCRAFT INDUSTRY. 


LOCKHEED/ROLLS-ROYCE TRISTAR. 


RECESS 
Summer—probable date. 1 (2). 
Date of Christmas recess. 39 (1). 

RHODESIA 
Agreement to end the postal surcharge on certain Rhodesian stamps. Validity of Rhodesian 

divorces; agreement to change the law. CP 67, 25(1). 
Possible approach to the leader of the illegal regime. CP 67, 26 (4). 
Draft resolution tabled in the United Nations Security Council by the Afro-Asian Group. 37 (2). 
Communication to Rhodesian regime; disappointing reply. 39(2). 

ROLLS-ROYCE 
See AIRCRAFT INDUSTRY. 


LOCKHEED/ROLLS-ROYCE TRISTAR. 


ROTHSCHILD, LORD 
Appointed by the Prime Minister as head of new central policy review staff. 34 (2). 

S 
SCAMP COMMITTEE 

See LOCAL AUTHORITY MANUAL WORKERS. 

SECOND FORCE AIRLINE 
Government attitude to the purchase of British United Airways Ltd., by Caledonian Airways 

Ltd. and the transfer of routes from British Overseas Airways Corporation. CP 33, 11 (3). 

SELECT COMMITTEES 
Draft Green Paper. CP 88, 31 (5). 

SHIPBUILDING INDUSTRY BOARD 
See HARLAND AND WOLFF LTD. 

S O U T H AFRICA 
See ARMS FOR SOUTH AFRICA. 



S O U T H - W E S T A F R I C A 
Sale of mining plant; no objection to credit cover. 35 (3). 

S O V I E T U N I O N 

See also ARK ROYAL—HMS AND BERLIN 
Suggestion from the Laotian Prime Minister that Britain and the Soviet Union should act as 

observers at talks between his Government and the Pathet Lao. 
Visit of the French President to the Soviet Union. - 30 (1). 
Visit to London by the Soviet Minister of Foreign Affairs. Report of discussions. 34 (3). 
Support for the armed forces of the United Arab Republic and increased assistance to Syria. 

36 (4). 

S T E E L P R I C E S 
See BRITISH STEEL CORPORATION. 

S T . K I T T S / N E V I S / A N G U I L L A - A S S O C I A T E D S T A T E 
Report of discussions with Premier during his visit to London, 45 (2). 

S U P P L E M E N T A R Y B E N E F I T - P A Y M E N T T O S T R I K E R S 
See INDUSTRIAL AFFAIRS. 

S Y R I A 
See also SOVIET UNION. 

JORDAN. 
Military coup. 39 (2). 

I f 
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T A N K E R C O L L I S I O N 

Report on the collision between Pacific Glory and the Allegro. Ministers to consider whether 
a United Kingdom inquiry could deal with all relevant issues. 32 (3). 


Arrangements settled for the salvage of " Pacific Glory " . 33 (3). 

Salvage—progress reports. 34(6); 36(6). 


u 
U N I T E D A R A B R E P U B L I C 

See also ARAB-ISRAELI DISPUTE. 
NASSER. 

Summit Conference of Arab Governments to be held. President Nasser asked to use influence 
regarding release of hijack hostages in Jordan. 23 (1). 


President Nasser's successor. Soviet influence. 27 (1). 

Adoption of an official candidate for the Presidency. 30 (1). 

Soviet support for the armed forces. 36 (4). 


U N I T E D N A T I O N S 

Draft Resolution on the sale of arms to South Africa tabled in the Security Council. 8 (3). 
Question of Syrian aggression in Jordan likely to be raised in the Security Council. 20. 
Afro-Asian countries might table amendments at the General Assembly calling for total withdrawal 

of Israeli forces from occupied territories. Report by the Prime Minister on his discussions 
with the Japanese and Irish Prime Ministers during his visit to the United Nations. 32 (1). 

General Assembly debate on the Arab-Israeli conflict. 36 (4). 
Security Council debate draft resolution on Rhodesia. 37 (2). 
Representation of the Chinese People's Republic. 37 (2). 



UNITED STATES OF AMERICA 
Report on discussions with the United States Secretary of State during his visit to this country. 

5(2). 

President Nixon's visit to Britain; Prime Ministers report on discussions. 26(1). 

Result of mid-term elections. 36 (4). 

Report by the Prime Minister on his visit to Washington. 48 (2). 


UPPER CLYDE SHIPBUILDERS 
N o further Government assistance; phasing of closures and possible dismemberment of the 

Group. CP 120, 48 (4). 

V 
VALUE-ADDED TAX (VAT) 

Draft Green Paper; further study required on implications. CP 99, 36(7). 

V I E T - N A M - N O R T H 
Delegation reject President Nixon's peace plan at the Paris talks. 30 (1). 
Reasons for the resumption of the bombing. 41 (7). 

w 
WATER SUPPLY INDUSTRY 

Employers urged not to make an inflationary pay award. 31 (1). 
Pay claim by employees; link with local authority manual workers. 35 (1). 
Wage claim negotiations. 43 (2). 

YEMEN ARAB REPUBLIC 
Recognition of the Government. 10 (2). 

z 
ZAMBIA 

Nationalisation of foreign enterprises. 37 (2). 
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CM 1 (70) 

SECRET 
1. The Prime Minister extended a welcome to his colleagues 

in the new Cabinet; and the Home Secretary, on behalf of the 
Cabinet, tendered their warm congratulations to the Prime Minister 
on leading them to victory in the recent General Election. 

The Prime Minister said that he intended, with the co-operation 
of his colleagues, that the Government should be seen to adopt from 
the outset a new style of administration and a fresh approach to the 
conduct of public business. They should seek to establish a practice 
of deliberate and considered working, avoiding precipitate reactions 
to events and hasty or premature declarations of policy. Ministers 
should not allow it to be assumed that they were necessarily 
inheriting personal commitments entered into by their predecessors; 
and they should be equally careful to avoid incurring commitments 
of their own without adequate forethought. There should be a clean 
break, a fresh start and a new method of administration. 

Meetings of the Cabinet would normally be held on Thursdays, 
with additional meetings on Tuesdays, if necessary. But the Cabinet 
agenda should be reserved, so far as possible, for basic questions 
of substantive policy and political strategy; and the more detailed 
consideration of specific issues should be delegated to the appropriate 
Cabinet Committees, which would be established as rapidly as 
possible. 

A memorandum on " Questions of Procedure for Ministers" 
would shortly be circulated with his personal authority. He asked 
all Ministers to study it carefully and to ensure that they and their 
junior Ministers were guided by it at all times. He commended to 
their particular attention the section dealing with the need to make 
such dispositions as regards their private interests as would be 
consistent with the accepted conventions of Ministerial propriety. 
He asked them also to pay full regard to the section dealing with 
security. The new Administration were committed to a policy of 
open and candid government; and it was important that they should 
be seen to put this concept into effect. At the same time, Ministers 
should be careful not to permit it to become the excuse for any 
invasion of their own confidential discussions or any speculation 
about the manner in which the Government conducted their affairs. 
The unity of a Government depended very largely on the relationship 
of trust and mutual confidence between colleagues; and Ministers 
should be concerned at all times to maintain the standard of 
discretion which this relationship required. 

He had made it clear to each member of the Administration, on 
offering him appointment, that it might prove desirable in due course 
to make certain changes in the machinery of government. But these 
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Negotiations 
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Communities 

would require further consideration; and the necessary time must 
be allowed for this. The Governmenfs information services, 
however, would be in the general charge of the Lord President, who 
would be responsible for reviewing the existing arrangements and 
for ensuring the maintenance of adequate co-ordination, while 
leaving with Departmental Ministers the main responsibility for 
their own public and Parliamentary statements. The new Press 
Officer at No. 10, whose appointment would be announced that day, 
would assist the Lord President in this task. 

Further guidance would be issued as soon as possible on the 
procedure to be followed as regards the appointment of advisory 
Commissions, public Boards, etc. Meanwhile, it would be helpful 
if Ministers would inform him of any urgent action which had to be 
taken in this respect and would refrain from committing themselves 
to specific appointments without his prior approval. 

SECRET 
 2. The Cabinet were informed that it was intended to adhere 

to the date of 2 July for the opening of the first Session of the new 
Parliament, with the intention that it should extend to July 1971, 
or into the autumn of that year, if necessary. A draft of The Queen's 
Speech on the Opening of Parliament would be circulated that 
evening for consideration by the Cabinet on the following Thursday. 
In the period before Parliament rose for the Summer Recess, 
probably on 24 July, it was hoped to give effect to the Governmenfs 
declared policy on the introduction of pensions for the over-80's 
and on the redistribution of Parliamentary seats. The major Bills 
in the Governmenfs programme could not be ready until the 
autumn; but every effort should be made to ensure that as many 
of them as possible could be introduced immediately after the 
Recess, with a view to receiving their Second Readings before 
Christmas. 

SECRET 
3. The Prime Minister said that it had seemed advisable to 

the Foreign Secretary and himself that the Government should 
accept the invitation from the President of the Council of Ministers 
of the European Communities to be represented at a formal 
ceremony on 30 June to mark the opening of negotiations between 
the Communities and the United Kingdom and the other States 
applying for membership. The Cabinet would be invited to 
consider, at their meeting on Thursday, 25 June, the text of the 



Northern 
Ireland 

Military 
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statement which would be made on behalf of the Government on 
that occasion. A Ministerial meeting between representatives of the 
United Kingdom and of the Member States of the Communities 
had also been provisionally fixed for 21 July, to consider, in the 
absence of the other three applicant States, the future conduct of 
negotiations with the United Kingdom. Since this timetable would 
require the Government not only to acquire very rapidly a clear 
understanding of the major problems to be solved in the negotiations 
but also to reach agreement about the basis on which satisfactory 
solutions to those problems might be envisaged, the Cabinet would 
also have to consider on the following Thursday whether it would 
in fact be expedient that we should endorse the provisional proposal 
for a meeting on 21 July or whether we should seek to defer the 
opening of detailed negotiations until the autumn. 

SECRET 
4. The Prime Minister said that a meeting of the Ministers 

directly concerned had been held on the previous day to consider a 
number of problems arising in connection with the situation in 
Northern Ireland. 

Shortly before the General Election the General Officer 
Commanding, Northern Ireland (GOC(NI)), with the support of 
the Government of Northern Ireland, had asked for substantial 
reinforcements to be sent to Ulster during the period of about a 
fortnight in July in which the traditional marches and other 
demonstrations associated with Orange Day would take place. 
The GOC(NI), whose recommendations were endorsed by the 
Chiefs of Staff, had asked for five additional battalions to reinforce 
the existing nine, or, alternatively, for a mixed force of police and 
troops. The outgoing Administration had been unable to take a 
decision on this request; but the meeting of Ministers of the new 
Government on the previous day had concluded that, subject to the 
approval of the Cabinet, the reinforcements in question should be 
despatched. They had thought it inadvisable, however, to include 
a police element at the present juncture, though they had not 
excluded the possibility of sending police from Great Britain to 
Northern Ireland at a later stage. 

In discussion, there was general agreement with these proposals. 
But the maintenance of the garrison of Northern Ireland at its 
present level involved heavy expenditure and imposed a serious 
strain on the army; the reinforcements contemplated could only be 
provided at the expense of other commitments; and it was 
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correspondingly urgent to seek to devise some new initiative with a 
view to a political settlement. In addition the security problem 
might be eased if some way could be found of ending the traditional 
and provocative practice of routing marches and demonstrations by 
one contending party through the territory of the other; and, 
although it was unlikely that this could be achieved in time to affect 
the Orange Day demonstrations in July, the possibility should be 
further explored in relation to the marches planned for August. 

The Prime Minister, summing up this part of the discussion, said 
that the Cabinet agreed that the reinforcements requested by the 
GOC(NI) should be despatched and that they should consist entirely 
of military units. An announcement of this decision, which should 
make it clear that the request for reinforcements had been made 
before the General Election, should be made by the Ministry of 
Defence in consultation with the Home Office. 

The Cabinet— 
(1) Agreed that	 reinforcements on the scale requested by the 

General Officer Commanding, Northern Ireland, should 
be despatched to Ulster forthwith. 

(2) Invited	 the Secretary of State for Defence to make the 
necessary arrangements for this purpose and, in 
consultation with the Home Secretary, to issue an 
announcement of their decision in the terms outlined by 
the Prime Minister in his summing up of their discussion. 

 The Home Secretary said that the Government of Northern 
 Ireland intended formally to announce their Five-year Development 

Plan that afternoon. The outgoing Administration had endorsed the 
Plan, with some modifications, and had accepted the resultant 
charge to the United Kingdom Exchequer of some £75 million 
over five years. The Ministerial meeting on the previous day had 
recommended that the new Cabinet should adhere to this decision. 
If an announcement to this effect could be combined with the 
announcement about the reinforcement of our garrison in Ulster, 
it might help to mitigate any hostile reaction in Northern Ireland 
to the presence of additional British troops in the Province. 

The Cabinet— 
(3) Agreed	 to endorse the Government of Northern Ireland's 

Five-year Development Plan. 
(4) Invited	 the Home Secretary to arrange for a public 

announcement to this effect. 

 The Prime Minister said that a fresh political approach to the 
problem of Northern Ireland was urgently needed. Under the 
previous Administration consultation between Northern Ireland and 
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United Kingdom Ministers had tended to take place preponderantly 
in London. This had inevitably suggested to public opinion that 
Northern Ireland Ministers had been summoned to London to 
receive the instructions of the United Kingdom Government; and 
their authority and prestige, which it was essential to reinforce, had 
been correspondingly reduced. With this consideration in mind, and 
also because it was essential that the Home Secretary should 
familiarise himself with the local situation, it was desirable that 
the Home Secretary should pay an early visit to Ulster; and 
arrangements for this purpose would be put in train. The advent 
of a new Government in the United Kingdom, whose commitment to 
the integrity of Northern Ireland could not be doubted, should calm 
Protestant apprehensions, contribute to a general reduction of 
tension and present us with an opportunity of making a fresh start, 
which we should exploit to the full. 

In discussion there was general agreement with these views, 
provided that we also maintained contact with the Government of 
the Irish Republic and sought to give them such private reassurance 
about our intentions as was possible. 

SECRET 
5. The Prime Minister invited members of the Cabinet to 

indicate the position in their Departments as they had found it on 
assuming office. 

The Chancellor of the Exchequer said that in the foreseeable 
 future there appeared to be no'need for any special measures of 

demand management. The surplus on the balance of payments 
should be substantial in the current year and should continue, albeit 
on a reduced scale, in 1971. The outstanding short-term international 
debts due to be repaid by June 1971 should therefore present no 
problem. Thereafter, however, large repayments became due to the 
International Monetary Fund (IMF); and it would be necessary to 
consider in due course whether we should ask the IMF for some 
additional borrowing facility in order that part of this debt repayment 
might, in effect, be deferred. But one of the main economic 
problems, of course, was presented by the continuing sharp increases 
in earnings and prices. In particular, requests for substantial price 
increases in the public sector, including higher postal charges, would 
shortly be coming forward. His preliminary view was that the 
Government might be well advised to acquiesce in these increases, 
as resulting from the policies of the previous Administration. The 
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critical issue, however, was public expenditure; and he contemplated 
making a general statement of intent on this subject in the House 
of Commons shortly before the Summer Recess. To this end he 
would need to begin consultations with his colleagues in the very 
near future. 

The Secretary of State for Employment and Productivity said 
that the major immediate problem which he faced was the threat 
of industrial action in the docks, in the form either of a strike or of 
a go-slow, starting in the following week. The dispute had arisen 
from a long-standing claim by the unions for an increase in the 
basic minimum wage, which had last been fixed at just over £11a 
week in 1966. The basic minimum wage bore no relation to actual 
earnings; and, if the union's demand for an increase to £20 a week 
were met, this would not in itself create any problems for the 
employers. But it would also affect bonus rates and would therefore 
substantially increase the current level of earnings. His Department 
and the employers were currently considering whether there were 
other ways of meeting the union's demand which would not have 
such serious repercussions on the level of earnings; but he would 
encourage the employers to conduct the negotiations as far as 
possible on their own responsibility, without leaning too heavily on 
Government assistance and advice. Otherwise, the main wage and 
salary claims in the next few months were in the public sector, 
representing attempts to catch up with the gains which had already 
been made in the private sector. 

The Prime Minister said that the British Medical Association 
would be acting unreasonably if, as had been suggested, they decided 
at the end of the week to take further harassing action in support 
of their salary claims. The Association should therefore be told 
that the new Administration must be given a reasonable period to 
consider the situation; and they should be left in no doubt that the 
Government were not necessarily committed to the policy of the 
previous Administration in this matter and would not be influenced 
by pressure into reaching a hasty decision. The Ministers 
immediately concerned should give further consideration to the 
question, on the basis of a memorandum which the Secretary of 
State for Social Services was preparing. 

The Foreign and Commonwealth Secretary said that the 
questions of foreign policy requiring early consideration included 
the situation in the Middle East, Rhodesia and the supply of arms 
to South Africa. In the Middle East differences were developing 
between the Persian Gulf States and the Shah of Iran as regards 
oil exploitation under the waters of the Gulf; and this question would 
need to be kept under review. The possibility that the Government 
might restore the supply of arms to South Africa had already 



provoked some speculation in the Press; but he had made it clear 
that this question would have to be dealt with through the normal 
diplomatic channels. 

The Prime Minister, summing up the discussion, said that it 
would be helpful if Ministers could let him have, if possible by the 
end of the week, a brief note, listing the main issues of Departmental 
policy on which decisions would be required during the next few 
months and indicating broadly the degree of urgency attaching to 
each of them. 

Cabinet Office, S.W.1, 

23 June, 1970. 
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CONFIDENTIAL 
1. The Prime Minister thanked his colleagues for the 

co-operation which he had received from them in completing the new 
Administration. The saving secured by the reduction in the number 
of Ministerial posts as compared with the previous Government was 
a small but significant indication of the Governments determination 
to conduct a critical review of public expenditure, a subject on which 
he had already sent a personal message to all Ministers. 

SECRET 
2. The Cabinet considered a memorandum by the Lord 

President of the Council (CP (70) 1), to which was annexed a draft 
of The Queen's Speech on the Opening of Parliament. 

The Lord President said that as on previous occasions when 
there had been a change of Government, the Speech must inevitably 
be in the main a general statement of the Governmenfs aims and 
policies. There had not been time to draw up a legislative 
programme for the Session by reference to which the Speech could 
be prepared. But it would probably need to commit the Government 
to legislation on industrial relations, immigration, pensions, local 
radio and abolition of the Land Commission. For the rest various 
suggestions had already been put forward in favour of specific 
references to other proposed Bills. But, although in one or two 
instances the case for inclusion was strong, it would be premature for 
the Government to commit themselves too far until they had been 
able to consider the programme as a whole. 

The Cabinet considered the draft Speech paragraph by 
paragraph and agreed a number of amendments, The following 
main points were made: 

(a) Consideration should be given, before the next Opening 
Speech was prepared, to treating oversea affairs in a way which 
would define the Governmenfs main policies more clearly and 
succinctly. 

(b) Although the reference in paragraph 8 to the five principles 
might reduce the chances of a settlement of the Rhodesian problem, 
their omission would be liable to provoke criticism and 
misinterpretation. 

(c) Paragraph 12 should be recast in terms emphasising the 
Governmenfs support for measures taken by the Government of 
Northern Ireland on their own initiative. 

A 2 
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(d) Paragraph 15 should be less definite and should refer to 
changes in the present arrangements for agricultural support rather 
than to a completely new system. 

(e) In the paragraphs on education and local government reform 
appropriate reference should be made to the special requirements of 
Scotland and Wales. 

(/) The Speech should include an indication of the Governments 
intention to take action on the recommendations of the Royal 
Commission on Assizes and Quarter Sessions and to improve the 
organisation of the Sheriff Courts in Scotland. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the draft Speech annexed to CP (70) 1 was 
broadly acceptable, although there was scope for improving the 
arrangement and wording of individual paragraphs. The Lord 
President should now reconsider the draft in the light of the 
discussion and should circulate a revised version as rapidly as 
possible for further consideration by the Cabinet at a meeting on the 
following Monday. Ministers wishing to. suggest alternative forms of 
words should arrange to let the Lord President have them by the end 
of the day. 

The Cabinet

(1) Invited the Lord President to circulate a revised draft of The 
Queen's Speech, taking account of their discussion and 
of any suggestions submitted to him by individual 
Ministers. 

(2) Invited	 the Foreign and Commonwealth Secretary to 
consider whether in future Queen's Speeches the 
Governments external policies might be defined more 
appropriately and concisely. 

(3) Agreed to resume their discussion on Monday, 29 June. 

SECRET 
3. The Foreign and Commonwealth Secretary said that the 

United States Government would shortly publish a new initiative, 
which they had already launched privately, to promote a settlement 
of the dispute between Israel and the Arab States. It envisaged the 
resumption of the mission of Dr. Jarring, the Special Representative 
of the Secretary-General of the United Nations, on the basis of a 
prior commitment by the contending parties to indicate their 
willingness to carry out Security Council Resolution 242 and to 
observe a cease-fire from 1 July until at least 1 October. The United 
States Government had indicated to the Government of Israel that 



their decision on the supply of further aircraft to Israel would 
depend to some extent on the Israeli response. The Israeli Prime 
Minister, however, had already reacted strongly against the idea of 
a temporary cease-fire: but there had as yet been no definite response 
from the Arab Governments. It was perhaps significant that the 
United States Government now appeared to be prepared to use 
supplies of military aircraft to Israel as a lever to promote political 
objectives; and, although their proposals were unlikely to be 
acceptable to either side, their initiative might help to ease the 
present deadlock. But, although they had given us advance notice 
of their intentions, they had not discussed them with us; and, since 
their initiative had been taken outside the framework of the Four 
Power discussions, the latter might be prejudiced as a result. 
Mr. Rogers' forthcoming visit to this country might afford an 
opportunity of making these points to him. 

The Cabinet— 

(1) Took	 note of the statement by the Foreign and 
Commonwealth Secretary and of the points made in 
discussion. 

The Foreign and Commonwealth Secretary said that in the light 
of discussion in Cabinet on 23 June he had been giving further 
consideration to the main problems of oversea policy on which 
decisions were likely to be required during the next few months; and 
he hoped that it would be possible to bring before Ministers at an 
early date his views and suggestions on the situation in the Persian 
Gulf and future policy in that area; Rhodesia; and policy in regard 
to the supply of arms to South Africa. 

The Cabinet— 

(2) Took	 note of the statement by the Foreign and 
Commonwealth Secretary. 

CONFIDENTIAL 
4. The Cabinet considered a Note by the Secretary of State for 

Foreign and Commonwealth Affairs, to which was attached the draft 
of a Statement to be made by the Chancellor of the Duchy of 
Lancaster at a meeting in Luxembourg on 30 June to open 
negotiations for United Kingdom membership of the European 
Communities (CP (70) 2). 

The Foreign and Commonwealth Secretary said that he 
recognised that the wording of the draft Statement could be improved 
in certain respects; but he invited his colleagues to approve its 



6 

Industrial 
Relations 
The Docks 
(Previous 
Reference: 
CM (70) 1st 
Conclusions, 
Minute 5) 

CONFIDENTIAL 

substance. He also proposed that the Government should now 
indicate their agreement that the opening bilateral session between 
the European Communities and the United Kingdom should take 
place on 21 July. 

In discussion it was suggested that, even if full account was 
taken of the need to reassure the Six that the Government would 
be negotiating in earnest, the tone of the draft Statement was perhaps 
too elevated and diffuse. Its purpose should be to set out the present 
Governmenfs policy in a more practical and businesslike manner, 
with less reference to the positions taken up by previous 
Administrations. It would also be desirable to add the words " and 
fisheries " after " agricultural policy " in line 11 of paragraph 9, in 
order to anticipate the possibility that the Council of Ministers of 
the European Communities at a meeting on 29 June would make 
some move towards the development of a common fisheries policy 
which, by leading to changes in international fishery limits, could 
be seriously damaging to United Kingdom interests. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the substance of the draft Statement, subject to 
the addition of a reference to fisheries policy as proposed. But the 
Foreign and Commonwealth Secretary and the Chancellor of the 
Duchy of Lancaster should consider modifying its general tone on 
the lines suggested in discussion. The Cabinet also agreed that there 
should be an opening bilateral session between the United Kingdom 
and the Six on 21 July, on the basis that its purpose would be 
confined to setting up official working groups to examine the facts 
in relation to our problems. 

The Cabinet

(1) Approved the draft Statement attached to CP (70) 2, subject 
to the points made by the Prime Minister in his 
summing up of their discussion. 

(2) Agreed	 that the opening bilateral session between the 
United Kingdom and the European Communities should 
take place on 21 July. 

CONFIDENTIAL 
5. The Secretary of State for Employment and Productivity 

said that the situation had not deteriorated since the Cabinet's last 
meeting as much as might have appeared. Although the unions were 
now threatening a strike instead of a go-slow, they had postponed 
the date for action by a fortnight. The Government were 
nevertheless still faced with a difficult situation; and the employers 
must be encouraged to stand firm against an increase in the basic 
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minimum wage on the scale requested by the unions because of its 
effect, as he had previously explained, on the future level of earnings. 
The employers' representatives were prepared, however, to offer an 
increase in the guaranteed weekly minimum pay which would not 
have the same damaging consequences for earnings as an increase in 
the basic minimum wage. The trouble stemmed from the archaic 
wage structure in the docks, which the employers were now 
attempting to modernise in negotiation with the unions on the lines 
proposed several years previously by the Devlin Committee on the 
port transport industry. The unions' present claim reflected their 
concern to secure the most favourable basic minimum wage before 
any new scheme of payment was introduced. 

The Prime Minister, summing up a brief discussion, said that 
plans must be worked out forthwith by the appropriate Ministerial 
Committee to deal with the situation as it developed, including the 
possibility of a major strike. Meanwhile, the Secretary of State for 
Employment and Productivity should circulate to the Cabinet a brief 
statement of the underlying causes of the present dispute and of the 
progress being made towards removing them. 

The Cabinet 

(1) Took note, with approval, of the Prime Ministers	 summing 
up of their discussion. 

(2) Invited	 the Secretary of State for Employment and 
Productivity to circulate a memorandum on the lines 
indicated by the Prime Minister. 

CONFIDENTIAL 
6. The Chancellor of the Exchequer said that a meeting of the 

Ministers most closely concerned, which he had convened on the 
previous day, had agreed that the Secretary of State for Social 
Services should arrange to meet the leaders of the British Medical 
Association (BMA) before their conference at the weekend and 
should inform them that, if the doctors were persuaded to cease their 
" industrial action ", the Government would be prepared: 

(a) To withdraw the present reference of their salaries to the 
National Board for Prices and Incomes (NBPI). The 
Chairman of the NBPI would be informed, however, that 
the withdrawal of the reference implied no judgment on 
the part of the Government about the future role of the 
NBPI. 
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(b) To establish a new independent body to review their future 
salaries, whose advice the Government would not refer 
to another body and would normally accept. The 
Secretary of State should not be too specific, however, 
about the nature of the new review body; and, even 
though it might be described as independent, we should 
not commit ourselves in advance of further consideration 
to any precise definition of the nature and degree of its 
association with machinery to review salaries in other 
parts of the public sector. 

(c) To open negotiations on the balance of their pay, while 
making it clear that the Government did not expect to be 
able to agree to the full 30 per cent increase 
recommended in the 12th Report of the Review Body on 
Doctors' and Dentists' Remuneration (the Kindersley 
Report). It had become apparent that there were 
probably defects in the calculations on which the 
Kindersley Report recommendations were based; but the 
doctors might be informed that the full recommended 
pay increase could not be granted because of the 
country's economic situation rather than because of the 
flaws in the calculations. 

In discussion the importance of co-ordinating the future review of 
salaries in the public sector was emphasised. If review bodies 
remained unco-ordinated,
would be intensified. 

 the danger of " leap-frogging" claims 

The Cabinet— 

Took note, with approval,
Chancellor of the Exchequer. 

 of the statement by the 

Cabinet Office, S.W.1, 
25 June, 1970. 
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SECRET 
1. The Home Secretary said that the security situation in 

Northern Ireland had deteriorated again over the week-end; and 
there had been renewed outbreaks of disorder in both the Belfast 
and Londonderry areas. In Londonderry the immediate occasion 
had been the arrest of Miss Bernadette Devlin, M P, after the 
rejection of her appeal against a prison sentence. In Belfast the 
disturbances had arisen mainly in connection with the marches and 
processions traditionally carried out at this time of year by the 
Orange Order. But there were some grounds for supposing that 
the Irish Republican Army (IRA) might also have been involved. 
A new and disquieting feature of the situation was the marked 
decline in the morale of the Royal Ulster Constabulary (RUC). As 
a result the main burden of maintaining order was tending to fall 
increasingly on the troops; and, if it proved impossible to enforce 
riot control by such means as CS gas, the Army might be compelled 
to use firearms. It was therefore all the more urgent that he should 
pay his proposed visit to Northern Ireland; and he intended to spend 
the following two days in the Province. He would examine with the 
Northern Ireland Prime Minister, Major Chichester-Clark, and the 
General Officer Commanding, Northern Ireland (GOC (NI)), 
General Freeland, the possibility of either banning further marches 
and processions or diverting them to less provocative routes. He 
would also discuss with Major Chichester-Clark the possibility of the 
latter's making a statement in support of the forces of law and 
order, although its wording would require careful consideration in 
order to avoid any implication that the maintenance of public 
security had now devolved exclusively on the troops. 

The Defence Secretary said that reinforcements consisting of 
six major units, a squadron of armoured cars and a brigade 
headquarters had been assigned to Northern Ireland. One battalion 
had arrived on the previous day: three more would reach Northern 
Ireland on 30 June; and another two on 1 July. But, if further 
reinforcements were required, it would not be easy to provide them. 
Units might be made available from Germany; but they would not 
have been trained in internal security duties. The deterioration in 
RUC morale had thrown a heavy burden on the troops; and, 
although it had hitherto been considered that a total ban on marches 
would cause the situation to become still more strained, this argument 
no longer had as much validity in the light of the latest developments. 
The public statement by the GOC (NI) that individuals carrying 
firearms were liable to be shot without warning had been intended 
primarily as a deterrent; the previous instructions to restrict the 
use of force to the minimum remained in effect and the troops would 
not resort to firearms unless they themselves had been fired at. 
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Nevertheless, there could now be no assurance that this would not 
be necessary. 

The Foreign and Commonwealth Secretary said that the Irish 
Minister of External Affairs, Dr. Hillery, was visiting London and 
that he would be seeing him that day. 

In the course of a brief discussion it was emphasised that: 
(a) The GOC (NI)'s warning to carriers of firearms was likely 

to arouse concern in Parliament and elsewhere: and it was essential, 
therefore, that the instructions under which the troops were operating 
should be both clear and generally known. 

(b) The deterioration in RUC morale gave cause for serious 
concern. Plans for reinforcing the RUC from police forces in Great 
Britain at a rather later stage, when the circumstances were more 
appropriate, were under active consideration. 

The Cabinet— 
Took note of the statements made by the Home Secretary, 
and the Defence Secretary and of the points made in 
discussion. 

SECRET 
2. The Cabinet had before them a Note by the Lord President 

of the Council (CP (70) 3), to which was annexed a revised draft of 
The Queen's Speech on the Opening of Parliament. 

In discussion several drafting amendments were agreed; and the 
following main points were made: 

(a) A tribute to the work of the Armed Forces in Northern 
Ireland should be included in paragraph 12. 

(b) In paragraph 20 it would be preferable to be less specific 
and to refer to the Governments principal aim as being an 
improvement in the position of the homeless and the badly housed. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the revised draft of The Queen's Speech, subject 
to the various drafting amendments which had been suggested and 
to the inclusion in the paragraph on Northern Ireland of a tribute 
to the work of the Armed Forces. It should be made clear to public 
opinion that the proposals in The Gracious Speech represented only 
the first phase of the Governments programme for the new 
Parliament; and any criticism that they fell short of the undertakings 
in the Conservative Party Manifesto for the General Election should 
be rebutted. The Lord President should arrange the Government 
speakers for the Debate on the Address as soon as the Opposition 
had made clear their choice of subjects. 



Membership of 
the European 
Communities 
Opening 
Statement for 
30 June 
(Previous 
Reference : 
CP (70) 2nd 
Conclusions, 
Minute 4) 

Cabinet
Committee

The Cabinet— 
(1) Invited	 the Home Secretary, in consultation with the 

Secretary of State for Defence, to suggest a revised 
wording for paragraph 12 of The Speech, including a 
reference to the work of the Armed Forces in Northern 
Ireland. 

(2) Subject	 to Conclusion (1) above and to the amendments 
made in discussion, approved the draft of The Queen's 
Speech annexed to CP (70) 3; 

(3) Invited	 the Lord President to arrange the Government 
speakers in the Debate on the Address as soon as the 
Opposition^ choice of subjects was known. 

CONFIDENTIAL 
3. The Cabinet considered a note by the Secretary of State 

for Foreign and Commonwealth Affairs, to which was attached a 
revised draft of the Statement to be made by the Chancellor of 
the Duchy of Lancaster at the meeting in Luxembourg on 30 June 
to open negotiations for United Kingdom membership of the 
European Communities (CP (70) 4). 

The Chancellor of the Duchy of Lancaster said that the revised 
Opening Statement was intended to strike a balance between, on the 
one hand, the need to demonstrate to the representatives of the 
Member States of the European Communities our goodwill towards 
the Communities and our intention to negotiate in earnest for 
membership and, on the other hand, the need to avoid allowing 
domestic public opinion to suppose that we were adopting an 
approach to the negotiations which was too enthusiastic and 
insufficiently hardheaded. 

In the course of a brief discussion the draft Statement was 
generally approved, subject to certain drafting amendments to 
paragraphs 8, 9 and 14. 

The Cabinet— 
Approved the Statement attached to CP (70) 4, subject to 
the drafting amendments agreed in their discussion. 

CONFIDENTIAL 
 4. The Prime Minister informed the Cabinet that the necessary 

 Cabinet Committees were now being constituted on the basis of 
membership and terms of reference which in each case had his 



personal approval. Some Committees would be permanent; others 
might be dispensed with when their work was done. In all cases, 
however, he would seek to ensure, in the interests of the prompt 
despatch of business, that Committees were small and compact and 
that they were not retained in being when they had completed the 
task for which they were appointed. This would not, of course, 
derogate from the right of a Minister who was not a member of a 
Committee to attend its discussions when these were of concern 
to his Department or, on occasion, to ask to attend a meeting if 
he judged it necessary to do so. But Ministers, who bore the 
responsibility for the policies of their Departments, should make the 
necessary effort to attend the meetings of Committees in person and 
should not be satisfied to be represented by junior Ministers save 
in exceptional circumstances. 

Cabinet Office, S.W.1, 


29 June, 1970. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street, S.W.1, on Tuesday, 7 July, 1970, 

at 11 am. 
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Q c , M p, Minister of Technology Secretary of State for Employment 
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Lord Privy Seal Minister of Housing and Local 
Government 

The Right Hon. PETER THOMAS, Q c, The Right Hon. JAMES PRIOR, M P. 
M p, Secretary of State for Wales Minister of Agriculture, Fisheries 

and Food 

The Right Hon. MICHAEL NOBLE, M P , 
President of the Board of Trade 

The following were also present: 


The Right Hon. JOHN PEYTON, M P  , The Right Hon. FRANCIS PYM, M P, 

Minister of Transport (Item 3) Parliamentary Secretary, Treasury 


The Right Hon. Sir PETER RAWLINSON, 


Q C , M P  , Attorney-General (Items 3 
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CONFIDENTIAL 
1. The Cabinet were informed of the arrangements proposed 

for the remainder of the Debate on the Address and for the business 
to be taken in Parliament in the following week. They also took 
note of the need to initiate, before the Government entered into any 
public commitment, an early study of the number and nature of 
the Parliamentary Select Committees to be appointed during the new 
Session and of the scope and timing of the legislation which might 
be required about various aspects of electoral arrangements. They 
agreed on the need to introduce an appropriate number of Bills in 
the House of Lords; the projected legislation on Animals might be 
suitable for this purpose. 

SECRET 
2. The Foreign and Commonwealth Secretary, referring to the 

unexpected and unannounced visit to Northern Ireland on the 
previous day by the Irish Minister of External Affairs, Dr. Hillery, 
said that the Government of the Irish Republic had in general 
adopted a responsible and constructive attitude in relation to the 
affairs of the Province. Dr. Hillery's action was therefore all the 
more surprising. In a reply to a Private Motion Question that day 
in the House of Commons, he proposed, while acknowledging the 
goodwill hitherto displayed by the Irish Republican Government, to 
express surprise and regret at the serious diplomatic discourtesy 
shown by Dr. Hillery in visiting Northern Ireland without consulting 
or informing the Government of the United Kingdom and to inform 
the House that he had asked Dr. Hillery, who would be in London 
on 8 July, to call on him that day. 

In discussion there was general agreement with the attitude 
which the Foreign and Commonwealth Secretary proposed to adopt. 
The Government of the Irish Republic admittedly faced considerable 
internal political difficulties in the light of the acquittal of the former 
Minister of Agriculture and Fisheries, Mr. Blaney, on charges of 
involvement in gun-running activities in Northern Ireland; and 
Dr. Hillery's action might have been intended to try to relieve the 
resultant tension. But it was unlikely to achieve this object; and, 
more probably, the extremist faction would not be appeased, the 
moderate section of opinion would be alarmed and the final outcome 
might be merely a further weakening of the position of the Prime 
Minister, Mr. Lynch, and his Government. In view of the violent 
reaction from Protestant opinion in Northern Ireland to Dr. Hillery's 
ill-considered visit to the Province, we could not allow the incident 
to pass without comment. Nevertheless, we should avoid any action 
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which would aggravate the existing strain and shake still more the 
already precarious position of Mr. Lynch, the continued existence 
of whose administration was on balance in our interest. 

The Cabinet
(1) Took	 note of the statement by the Foreign and 

Commonwealth Secretary and of the points made in 
discussion. 

The Foreign and Commonwealth Secretary said that later that 
day he would be seeing the Australian Deputy Prime Minister, 
Mr. McEwen, and the New Zealand Deputy Prime Minister, 
Mr. Marshall. In speaking to them about our application to join 
the European Economic Communities he would be guided by the 
views expressed by his colleagues in discussion in the Ministerial 
Committee on the Approach to Europe on the previous day. 

The Foreign and Commonwealth Secretary said that there had 
so far been no direct response from either the Arab Governments 
or the Government of Israel to the recent initiative by the United 
States Secretary of State, Mr. Rogers, to promote a settlement of 
the conflict in the Middle East. This initiative now appeared to have 
little prospect of success; and some other approach to the problem 
might have to be devised. 

The Cabinet
(2) Took	 note of the statements by the Foreign and 

Commonwealth Secretary. 

SECRET 
3. The Cabinet had before them a memorandum by the 

Secretary of State for Employment and Productivity (CP (70) 5) on 
the threat of a national dock strike beginning on 14 July. 

The Secretary of State for Employment and Productivity said 
that a meeting of the National Joint Council of the Port Transport 
Industry had been arranged for that day, at which the port employers 
intended to reject the unions' claim for an increase in the national 
weekly time rate from the present £11 Is. 8d., plus a £2 
"modernisation supplement", to an inclusive £20; but they would 
offer to raise the minimum earnings guarantee from its present level 
of £16 or £17 a week to £20, or £4 a day. If, as seemed likely, the 
unions refused this offer, the docks delegate conference on 9 July 
would decide whether to confirm the decision to strike or to 
recommend further negotiation. There had so far been no significant 
Parliamentary or public pressure for the Government to intervene; 
but, if Thursday^ conference showed that negotiations had broken 



down and confirmed the strike threat, he proposed that his 
Department should call in the two sides for exploratory discussions. 
He would make it clear, however, that the Government would not 
press the port employers to go beyond such concessions as they 
themselves might wish to offer, in order to reduce the risk that they 
might be tempted to concede an inflationary settlement and then to 
seek to attribute the responsibility to the Government. So far the 
employers had maintained that their offer was sufficiently generous 
to enlist public opinion on their side and that they had every intention 
of standing on this offer. The approach of the summer holidays and 
the expense to the trade union of strike pay were additional factors 
which might persuade the Transport and General Workers Union 
to try to settle the dispute without a strike and, if a strike occurred, 
might help to prevent it from extending to union members in, for 
example, road transport. At a meeting of the Ministerial Committee 
on Economic Policy (EPC) on the previous day there had been 
general agreement that a national dock strike, serious though it would 
be, would be preferable to the series of unofficial strikes with separate 
settlements at individual ports which might occur if employers 
conceded an inflationary pay increase in the present dispute and that 
the Government should do nothing to press the employers to make 
concessions against their own judgment. 

The Home Secretary said that the Ministerial Committee on 
Emergencies had reviewed the plans for dealing with a national dock 
strike. Troops would be needed to work in the docks for both 
loading and unloading cargoes; and the Committee had authorised 
the Ministry of Defence to consult Commands about the availability 
of the men who would be required. The Committee also considered 
that it would be necessary to proclaim a State of Emergency and 
to issue a full set of Emergency Regulations as soon as a dock strike 
was certain. Preparations had been made accordingly; but the 
decision when to announce the Proclamation and the Regulations 
should preferably be deferred until the latest possible juncture. The 
Regulations would need to be confirmed by Parliament within seven 
days; and, if they were required for more than one calendar month, 
it would be necessary to recall Parliament. 

In discussion, there was general agreement with the proposals 
endorsed by EPC and the Emergencies Committee. The following 
main points were m a d e 

(a) The Governmenfs determination not to be influenced by 
the threat of industrial action needed to be brought home to the 
unions and workers as well as to the employers. It was important 
to encourage a new and more restrained climate of expectation in 
relation to the pursuit of wage claims through industrial action. 



(b) A national dock strike, once started, might persist for, 
perhaps, six to eight weeks. The assignment of troops to work in the 
docks for so long a period would impose a heavy burden on the 
Services, having regard to their other commitments, especially 
Northern Ireland; and it might therefore be desirable to consider the 
use of volunteers or reserve forces. 

(c) In view of the special guaranteed minimum pay privileges 
enjoyed by the dockers, the rapid increase in their earnings in recent 
years and the approach of the summer holidays, the use of troops 
in the docks seemed unlikely to provoke sympathetic action by other 
workers, e.g. a refusal by lorry drivers to handle goods unloaded 
by troops. 

(d) Although the balance of payments was currently healthy, a 
prolonged dock strike could have adverse effects on the economy, 
since it was likely to reduce exports more than imports. 

(e) Under current arrangements men on strike might qualify for 
income tax refunds under the Pay As You Earn system; and these 
would become substantial in the latter part of a financial year. 
Strikers could also have the first £4 a week of strike pay disregarded 
in the assessment of claims for supplementary benefit. It would be 
desirable to review these tax and benefit arrangements, together with 
Other entitlements which could be abused by individuals on strike. 
The necessary work was already in hand; but it would be unwise 
to make an abrupt change in current arrangements during the course 
of a major strike. 

(/) During previous dock strikes special offices had been opened 
in the docks to facilitate the payment of State benefits to strikers. 
Consideration should be given to the possibility of dispensing with 
such arrangements on the present occasion. 

(g) The public presentation of the Governmenfs attitude 
towards the strike would be of critical importance in terms of the 
impact on public opinion both at home and abroad. 

The Prime Minister, summing up the discussion, said that, subject 
to the points made in discussion, the Cabinet approved the proposals 
outlined by the Secretary of State for Employment and Productivity 
for dealing with the dispute in the docks and endorsed the plans 
made by the Ministerial Committee on Emergencies to prepare for a 
national dock strike. The Emergencies Committee should consider 
the precise timing of the Proclamation and Emergency Regulations 
as soon as a strike became certain; and troops should' be available 
to move into the docks as rapidly as possible thereafter. 

The Cabine t 
(1) Took note, with approval, of the Prime Ministers summing 

up of their discussion. 



Misuse of
Drugs Bill

(2) Invited the Lord President, in consultation with the Ministers 
mainly concerned, to give early consideration to the most 
effective public presentation of the Governmenfs attitude 
towards the threatened national dock strike. 

(3) Invited the Secretary of State for Social Services to reconsider 
the practice whereby special offices were opened in the 
docks to facilitate the payment of State benefits to 
strikers. 

(4) Invited the Chancellor of the Exchequer	 and the Secretary 
of State for Social Services to review the current 
arrangements for payment of income tax refunds and 
supplementary benefit to strikers, with a view to 
eliminating their abuse. 

CONFIDENTIAL 
 4. The Cabinet considered a memorandum by the Home 
 Secretary (CP (70). 9) on the reintroduction of the Misuse of Drugs 

Bill 

The Home Secretary said that the Misuse of Drugs Bill, which 
had been introduced by the previous Administration shortly before 
the General Election, had been based on extensive prior 
consultations; and its broad principles and objectives had been 
generally endorsed by all Parties. But several important issues raised 
by the Bill required further study and discussion; and the 
Government must be seen to have given them full consideration 
before endorsing the solutions proposed by their predecessors. The 
question was how best to proceed. The Government could defer 
the introduction of legislation until the autumn, when their review 
of the issues should be substantially complete; but this might be 
thought to show a lack of urgency in dealing with a problem of 
increasing public concern. In his judgment, which was supported by 
his discussions with interested Members of Parliament, the better 
course would be to reintroduce the Bill forthwith in its present form, 
while making it clear that the Government reserved the right to bring 
forward new proposals at the Committee Stage in the light of further 
consideration. This would make it possible to arrange the Bilfs 
Second Reading before the Summer Recess and would therefore 
provide a further opportunity for sounding Parliamentary opinion 
and helping to focus public debate on the issues involved. 

In discussion it was suggested that it might be thought to be 
wrong in principle to invite the House to give a Second Reading to 
a Bill which was in need of substantial amendment. When in 
Opposition Conservative spokesmen had frequently criticised the 



8 CONFIDENTIAL 

introduction of ill-prepared legislation which had had to be 
substantially amended in Committee; and now that they formed the 
Government they should not expose themselves to similar criticism. 
On the other hand it could be argued that this was to exaggerate the 
extent of the amendments to the Bill which were likely to be needed, 
and that, by reintroducing as soon as possible a measure which had 
been widely welcomed in principle on its first introduction, the 
Government would not only save valuable Parliamentary time but 
also give a clear indication of their determination to deal promptly 
with a grave social problem. 

The Prime Minister, summing up the discussion, said that on 
balance the Cabinet approved the proposal put forward by the Home 
Secretary. In so doing, however, they would wish to reaffirm the 
importance which the Government attached to the principle of not 
introducing ill-prepared legislation. 

The Cabine t -
Agreed that the Misuse of Drugs Bill should be introduced 
without amendment, subject to the reservations proposed 
in paragraph 4 of CP (70) 9. 

Cabinet Office, S.W.I. 


7 July, 1970. 
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CABINET 
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10 Downing Street, S.W.1, on Thursday, 16 July, 1970, 

at 10.30 am. 
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SECRET 
1. The Secretary of State for Employment and Productivity 

said that at a docks delegate conference held on the previous day 
there had been a narrow majority against empowering the General 
Secretary of the Transport and General Workers Union (TGWU) 
to continue negotiations on the basis of the employers' offer of an 
increase to £20 in the minimum earnings guarantee and an additional 
£ l  a week on the "modernisation supplement". That offer had, 
in fact, represented no more than a 3-4 per cent average increase in 
the pay of dockworkers: had there been further negotiations, the 
employers might have improved their offer and it was conceivable 
that a settlement could have been obtained which would not have 
been inflationary. But the dockworkers' insistence that further 
negotiations must be conducted on the basis of their demand for an 
increase in the national basic rate, combined with their unwillingness 
to call off the national dock strike and the employers' refusal to 
negotiate on that basis, had resulted in final deadlock. There had 
been incorrect Press reports that he had promised the TGWU that 
he would appoint a Court of Inquiry to examine the definition of 
dock work. In fact, all that the TGWU leader had suggested to 
him was that he might consider such a proposal at some future date; 
and he had agreed in principle to do so. Pending consultation with 
his colleagues, however, he had so far made no offer of a Court of 
Inquiry to examine the present dispute. But he was convinced that 
an Inquiry must be held; and there were strong arguments for setting 
it up at once, since it offered the only prospect of resolving the present 
impasse in the negotiations. Some of the port employers, including 
those who were concerned to avoid unwarranted pay concessions 
under the pressure of industrial action, also favoured the 
Governmenfs taking an early initiative to appoint a Court of Inquiry. 
He therefore recommended his colleagues to agree that a Court of 
Inquiry should be established forthwith and that a State of 
Emergency should be proclaimed as soon as possible. 

In discussion there was general agreement that the Government 
should be seen to be taking firm and early action and that it would 
on balance be best to proclaim a State of Emergency and to appoint 
a Court of Inquiry simultaneously and as rapidly as possible. 
Although there was some risk that a Court of Inquiry might 
recommend a compromise pay settlement which would be 
inflationary, there was a greater risk that, in the absence of any 
action by the Government, the employers would be tempted to make 
a further, and unduly generous, offer. It was also preferable for the 
Government to take the initiative in appointing a Court of Inquiry 
promptly rather than in response to pressure at a later stage; and 
action on these lines would strengthen the Governmenfs public 



position even if the unions refused to co-operate. It would be 
important, however, that the terms of reference for the Inquiry should 
be carefully drawn and should be restricted to the dispute about 
pay, leaving other issues, such as the definition of dock work, for 
separate examination later. The selection of a suitable chairman 
was a prerequisite to a sensible Inquiry; and this should be discussed 
later that morning by the Ministers most closely concerned, with a 
view to the announcement of the chairmanship being simultaneous, 
if possible, with the decision to appoint the Court of Inquiry. It 
should be possible for the Court to begin taking evidence early in 
the following week and to report within about a fortnight. It was 
perhaps unlikely that the dockworkers would agree to a general 
resumption of work while the Inquiry was in progress; and the 
General Secretary of the TGWU might well feel unwilling to 
recommend this, at the risk of courting another rebuff from the 
members of the union. But the Secretary of State for Employment 
and Productivity should nevertheless invite him to do so. 

The Home Secretary said that the Ministerial Committee on 
Emergencies had completed preparations for the proclamation of 
a State of Emergency. If the Cabinet decided that this action should 
be taken forthwith, he proposed to make a statement in the House 
of Commons that afternoon. Stocks of most commodities, including 
food, should be adequate for several weeks; and no immediate 
difficulties were expected as regards supplies of fuel and power. The 
Ministry of Defence could provide troops to begin working in the 
docks within three to five days of their being authorised to consult the 
Port Authorities and to carry out a reconnaissance of dock areas. 

In further discussion it was agreed that arrangements should 
proceed for the proclamation of a State of Emergency that afternoon, 
followed by the tabling of the necessary Emergency Regulations, 
although the precise timing of the action involved would depend on 
the point at which it was possible for a meeting of the Privy Council 
to be arranged in relation to The Queen's return from Canada that 
day. Subject, however, to further consultation on this point between 
the Ministers concerned and the Lord President, statements should 
thereafter be made in the House of Commons by the Secretary of 
State for Employment and Productivity and by the Home Secretary, 
preferably before the Lord President announced the Parliamentary 
business for the following week. Arrangements might be made for 
the Emergency Regulations to be debated in both Houses of 
Parliament on the following Monday, the sitting of the House of 
Lords being adjusted accordingly. 

As soon as the Emergency had been proclaimed and the 
Regulations had been laid before Parliament the Secretary of State 
for Defence should initiate consultations with the Port Authorities 



on the deployment of troops in the docks. Within the period of 
three days which must elapse before troops could begin to move into 
the docks, it should become clear whether the dockworkers were 
prepared to resume work while the Court of Inquiry was sitting. 
If they were unwilling to do so, the troops should be moved in, 
port by port, as dispositions were completed. It was important that 
London should be among the first group of docks where troops were 
deployed; and this should be possible within three days if required. 
The Regulations allowed for the use of troops for loading as well 
as unloading ships; and their employment need not therefore be 
restricted to unloading perishable and other essential goods. 

In further discussion it was the general view that there would 
be little advantage in arranging for an immediate Ministerial 
broadcast about the situation. The possibility of such a broadcast 
when the Court of Inquiry had reported should, however, be kept 
in mind, particularly if it then appeared that the dockers' unions 
were unwilling to accept its recommendations. The public 
presentation of the Governmenfs present decisions would be 
important; and arrangements had already been made for a meeting 
of the group of Ministers concerned under the chairmanship of the 
Lord President that afternoon. 

The Cabine t 
(1) Agreed that	 The Queen in Council should be advised to 

proclaim a State of Emergency that afternoon and that 
Emergency Regulations should be laid before both Houses 
of Parliament immediately thereafter. 

(2) Agreed that a Court of Inquiry, with carefully defined terms 
of reference, should be appointed forthwith, and invited 
the Secretary of State for Employment and Productivity 
to inform both parties to the dispute of this decision and 
to urge the Transport and General Workers Union to 
call for an immediate resumption of work in the docks. 

(3) Invited	 the Secretary of State for Employment and 
Productivity and the Home Secretary to make statements 
in the House of Commons, and the Lord Privy Seal to 
make a statement in the House of Lords, to this effect 
that afternoon. 

(4) Invited	 the Secretary; of State for Defence to arrange 
thereafter to consult the Port Authorities about the 
deployment of troops in the docks and to carry out a 
reconnaissance of dock areas. 

(5) Took note that the Prime Minister would discuss the selection 
of a chairman for the Court of Inquiry with the Home 



Oversea 
Affairs 
Visit of the 
United States 
Secretary of 
State 

Visit of the 
Minister of 
Foreign Affairs 
of the Federal 
Republic of 
Germany 

Secretary, the Lord Chancellor, the Secretary of State 
for Employment and Productivity and the Lord Privy 
Seal. 

(6) Agreed	 that facilities should not be sought for an early 
Ministerial broadcast, but invited the Lord President to 
consider, in consultation with the Ministers concerned, 
the arrangements which would be required in order to 
secure the most effective public presentation of the 
Governmenfs decisions. 

SECRET 
2. The Foreign and Commonwealth Secretary said that in the 

course of his discussions with the United States Secretary of State, 
Mr. Rogers, during his recent visit to this country, Mr. Rogers had 
expressed the view that, provided that the South Vietnam Army 
continued to receive supplies of arms and equipment from the United 
States, it was now capable of offering effective resistance to the 
North Vietnamese and Vietcong forces. The United States 
Administration therefore considered that they could continue with 
the planned withdrawals of their own troops. While this view might 
prove to be over-sanguine, it was in line with what the President 
of the United States, Mr. Nixon, had said privately to us two months 
earlier. On the situation in the Middle East, although Mr. Rogers 
did not appear to think that the recent United States initiative in 
itself now stood much chance of success, it had at least made both 
sides give serious consideration to the possibilities of a negotiated 
peace. It might also have improved the, chances of discussion on 
a Four-Power basis and of effective mediation by the United Nations 
Secretary GeneraFs Special Representative, Dr. Jarring. It was true 
that the Soviet Government had been heavily reinforcing the United 
Arab Republic (UAR); and if, as a result, the balance of military 
forces was altered to the disadvantage of Israel, the latter might be 
tempted to embark on pre-emptive action against the UAR. 
Moreover, in this situation, it would become more difficult for the 
United States to resist Israeli demands for further supplies of arms 
or to use such supplies as a means of bringing pressure to bear on 
Israel with a view to promoting a settlement. Nevertheless, the 
United States Administration appeared to think that the Soviet 
Governmenfs professions of interest in a settlement were genuine. 

The Foreign and Commonwealth Secretary said that the German 
Foreign Minister, Herr Scheel, would be arriving in London that 
day for a short visit. There was some danger that the Federal 
Government, in their anxiety to reach an accommodation with the 
Soviet Union and their neighbours in Eastern Europe, might embark 



on courses which would prejudice Western interests, in particular
the maintenance of the quadripartite status of Berlin. Our anxieties 
on this score were shared by the United States and French 
Governments; and he therefore proposed to raise the subject of 
Germany's Eastern policy with Herr Scheel during the discussions 
which he would be having with him. 

The Foreign and Commonwealth Secretary said that the 
atmosphere of the discussions which he had had in Paris with the 
French Foreign Minister, M. Schumann, had been cordial and that 
the French Government were clearly glad to have established contact 
with the new British Administration. There had been some 
indications that they were disturbed by the position of preponderance 
which the German Government were acquiring in the European 
Economic Community and that they were now more alive than 
hitherto to the advantages of British membership of the Community 
as a possible counterweight to German influence. 

The Cabinet -
Took note of the statements by the Foreign and 
Commonwealth Secretary. 

SECRET 
3. The Cabinet considered a memorandum by the Foreign and 

Commonwealth Secretary (CP (70) 12), to which was annexed a 
draft statement of the Governments policy on the supply of arms 
to South Africa. 

The Foreign and Commonwealth Secretary said that the Defence 
and Oversea Policy Committee had agreed with the proposal in 
his memorandum that some arms supplies to South Africa should 
be permitted but that they should be confined to arms for maritime 
defence. The announcement, which the Government had undertaken 
to make before the Recess, would be liable to give rise to controversy 
both at home and abroad; and his memorandum therefore set before 
the Cabinet the arguments for and against the policy proposed. The 
Prime Ministers messages to his Commonwealth colleagues and the 
approaches to other countries outlining the new policy had met with 
a mixed response. Though the possibility could not be altogether 
excluded, there was at present no indication that any country would 
go so far as to leave the Commonwealth. Some might boycott the 
Commonwealth Prime Ministers' Meeting in Singapore in January 
1971 in protest; and we could expect to encounter criticism on that 
occasion. But the French Foreign Minister, with whom he had 



discussed the matter on the previous day, had expressed 
understanding of our attitude. On the other hand, several 
Governments, principally African, had on the previous day drawn 
the Security Councifs attention to the failure of some member States 
to honour the South African arms embargo; and although this action 
appeared to be directed against those countries already supplying 
arms to South Africa and not against the United Kingdom, it might 
eventually lead to a Security Council Resolution, which we might 
have to veto. 

In discussion the Cabinet recognised that there were certain risks 
in pursuing the policy advocated. There was a possibility of censure 
in the United Nations, where we could not expect United States 
support and might again face a situation in which our actions and 
those of other European Powers were being judged by different 
standards. Political reprisals by the African Commonwealth 
countries were also possible, e.g. action against British residents or 
the expulsion of African Asians who held United Kingdom passports. 
Action against our economic interests must similarly be envisaged; 
and both our investment in Africa north of the Zambesi and our 
trade might be in some jeopardy. Any threat arising out of the 
withdrawal of sterling balances could, however, be countered by 
invoking the facilities open to us under the Basle Agreements. 

Against these risks there had to be set the fundamental 
inconsistency of adopting a policy which, while relying on the South 
African Government to play a part in the defence of the Cape sea 
route, denied them the means with which to do so. Considerations 
of British defence interests required the Government to follow the 
line which the Conservative Party had advocated while in Opposition; 
and, if the Government were now influenced by pressure from the 
New Commonwealth countries on this issue, they could expect to be 
subjected to further pressure on other issues in future. 

The following additional points were made in discussion— 
(a) It was unlikely that any friction generated by the new policy 

would create any opportunities for Soviet or Chinese penetration of 
Africa which would not be exploited in any event. The action of 
Tanzania in accepting a Chinese naval mission demonstrated that a 
conciliatory policy on our part was not necessarily an insurance 
against risks of this kind. 

(b) The United States Government did not wholly share our 
view of the strategic importance of the Cape route. They would not 
themselves supply arms to South Africa and could not give us any 
public support if we chose to do so. This divergence in policy, 
however, could be explained in terms of the internal racial tension 
in the United States and the relatively small interest of the United 
States Government in the trade routes round the Cape. 



(c) A number of back-bench Conservative Members of 
Parliament, who were inclined to oppose a policy even of limited 
arms supply to South Africa, had tabled a Motion in the House of 
Commons condemning apartheid and proposing that, if arms were 
supplied, they should not be such as could be used to enforce this 
policy or could be employed against African countries north of the 
Zambesi. This Motion might be helpful rather than the reverse. 

(d) Certain indications that the South African Government 
wished to revise the Simonstown Agreement should not be interpreted 
as implying that they wished to denounce it. Their aim was more 
probably to ensure that their right to purchase arms for the purposes 
of the Agreement would be expressly recognised and to safeguard 
their arms supplies against possible variations in policy. It would 
be desirable, however, that, before the policy under discussion was 
announced, the Foreign and Commonwealth Secretary should explain 
to the South African Ambassador our need for an assurance that 
South Africa would not seek any fundamental alterations in the 
Simonstown Agreement and for some action or undertaking on South 
Africa's part which would make it easier for the Government to 
demonstrate the correctness of their policy and to allay the fears 
which might be expressed about its implications. 

(e) The Attorney-General had yet to complete his consideration 
of the legal obligations implicit in the Simonstown Agreement and 
subsequent intergovernmental exchanges on the matter of arms 
supplies. It was by no means certain, for example, that we were free, 
in the terms of these undertakings, to refuse the supply of anti
submarine helicopters for use with the frigates supplied under the 
Simonstown Agreements. 

In further discussion, a number of amendments to the draft 
statement were suggested with a view to improving the presentation 
of the Governmenfs case and emphasising the restricted nature of 
the action which we now intended to take. 

As regards the timing of the statement, there was general 
agreement that, despite the possibility that an announcement might 
provoke some demonstration by New Commonwealth representatives 
at the Commonwealth Games at Edinburgh, the only feasible 
arrangement would be for the Foreign and Commonwealth Secretary 
to make the announcement on Monday, 20 July, leaving time for a 
Government Amendment to be put down to the Opposition Motion 
which it was expected would be debated on 22 July. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Foreign and Commonwealth Secretary 
should announce the Governmenfs policy, on the broad lines 
advocated in CP (70) 12, in the House of Commons on 20 July. 

B 



Parliamentary 
Affairs 

The text of his statement should be revised in the light of the 
discussion; and the final version should be circulated to himself and 
to the other Ministers principally concerned. Preparations for this 
statement, and for the debate which was likely on 22 July, should 
take account of the Attorney-General's considered views on the 
Governmenfs legal obligations under the Simonstown Agreement. 
Consideration should also be given to the possibility that the BBCs 
" Panorama " programme, which would also be dealing with South 
Africa on 20 July, might afford a suitable opportunity of presenting 
the Governmenfs case; and the Lord President of the Council 
should discuss arrangements to this end with the Foreign and 
Commonwealth Secretary. He would arrange for a Ministerial 
Committee to be set up to deal with contentious points arising from 
applications for arms exports licences, including those related to the 
implementation of the Governmenfs policy towards South Africa. 

The Cabinet
(1) Took note, with approval, of the Prime Minister's	 summing 

up of their discussion. 
(2) Invited	 the Foreign and Commonwealth Secretary to 

arrange for a revised version of the proposed statement 
to be circulated to the Prime Minister, the Secretary of 
State for Defence, the Minister of Technology, the 
President of the Board of Trade and the Attorney-
General. 

CONFIDENTIAL 
4. The Cabinet were informed of the rearrangement of the 

business to be taken in Parliament in the following week, which 
would be required in the light of their decisions about action in 
relation to the dock strike and about the supply of arms to South 
Africa. As a result the Motions on the Parliamentary Constituencies 
Orders which it had been intended to move on 21 July would now 
have to be deferred until after the Summer Recess; but it should be 
made clear, if necessary, that this did not indicate any weakening 
of the Governmenfs determination to secure Parliaments 
endorsement of these Motions. 

The Cabinet agreed that the issue raised by a Motion on the 
Order Paper in the name of Mr. Arthur Latham, M P, about the 
rights of Members of the House of Commons who had been 
committed to prison should be referred to the Committee of 
Privileges. The Home Secretary would give further consideration, 
if necessary, to the facilities which might be accorded to 
Miss Bernadette Devlin, M P  , in order to enable her to continue to 
discharge her duties to her constituents so far as possible while 
serving a term of imprisonment. 



The Cabinet agreed that it would be desirable to inform 
Parliament before the Recess that the Government intended to 
introduce in the current Session measures of support for the coal 
industry designed to ease the industry's contraction, on the lines of 
the Bill which had been introduced by the previous Government and 
had been given an unopposed Second Reading in April. But further 
consideration might need to be given to the detailed provisions of 
the new Bill before it was introduced; and the Government should 
not accept at this stage any commitment on this point which might 
prejudice their forthcoming review of public expenditure as a whole. 

CONFIDENTIAL 
5. The Chancellor of the Duchy of Lancaster said that the 

bilateral meeting arranged in Brussels for 21 July between 
representatives of the United Kingdom and the six member States 
of the European Community (EEC) would be the first occasion on 
which we might hope to initiate negotiations on our application to 
join the Community. The Ministerial Committee on the Approach 
to Europe (AE) had agreed that the Governments objective at the 
meeting should be to persuade the Six to set up joint official working 
groups to begin a factual examination of seven of the problems which 
would have to be dealt with during the negotiations. These were 
the Community's budgetary arrangements and the consequences of 
the common agricultural policy for agriculture and food in an 
enlarged Community; the consequences of the enlargement of the 
EEC in the dairy product sector; the consequences of enlargement 
in the sugar sector; the common external tariff; the European Coal 
and Steel Community; Euratom; and the preparation of the necessary 
translations of the relevant Treaties and Community Decisions. These 
seven subjects for factual examination by official working groups, 
which had been agreed by AE, represented a considered selection 
of domestic and Commonwealth issues. We had learned, however, 
that the Six might well not agree to proposals for the establishment 
of any working groups in July and might seek to postpone a decision 
on working arrangements until the next bilateral Ministerial meeting 
in early October. In the circumstances he hoped that he would be 
given discretion, in the light of the attitude adopted by the Six on 
21 July, to settle for the most satisfactory arrangements possible for 
the early progress of the negotiations, on the understanding that he 
would enter into no new commitments relating to our negotiating 
position or objectives. He would almost certainly need, however, 
to reaffirm that the Government accepted in principle the common 
agricultural policy of the EEC. 



Analysis and
Decision in 
Government 

The Prime Minister, summing up a brief discussion, said that 
at this stage the Chancellor of the Duchy of Lancaster would be 
discussing procedural arrangements with the Six. The Cabinet would 
have an opportunity to consider the United Kingdom's main 
negotiating objectives before substantive negotiations began. The 
Chancellor of the Duchy of Lancaster should have the discretion 
for which he had asked at the meeting with the Six on 21 July. 

The Cabinet— 
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

CONFIDENTIAL 
 6. The Cabinet had before them a memorandum by the Lord 

Privy Seal (CP (70) 11) outlining the action which was envisaged to 
give effect to plans prepared by the Conservative Party in Opposition 
for the improved management of Government business, based on a 
reinforcement of the machinery for reaching decisions on complex 
issues and on the active participation of businessmen in this process. 

The Lord Privy Seal said that a team of consultants, led by 
Mr. R. A. Meyjes, was being recruited and would be at the disposal 
of all Ministers in order to help them to carry out investigations and 
studies in a wide variety of areas of Government activity. The work 
of this team, who would be based in the Civil Service Department, 
would be directed by a small Committee of Ministers under the 
chairmanship of the Prime Minister, which would be concerned to 
receive and, where appropriate, to initiate proposals for individual 
project studies and to supervise their implementation. The first 
project of this kind, which had already been authorised, involved 
an inquiry, in collaboration with the Public Sector Group of the 
Treasury, into means of improving the Group's capability in its 
analysis of public sector expenditure programmes. Several other 
projects had already been identified, relating to procurement, 
manpower services, computer services and research and development 
activities. Specific proposals in each case would be submitted to the 
Prime Ministers Committee in due course. 

Further action would be required to complete the central 
capability for decision-making which, it was envisaged, should be 
developed within the Cabinet Office to meet the needs of the Cabinet 
as a whole. The nature and functions of the machinery required 
for this purpose were under active consideration; and proposals 
would be submitted to the Prime Ministers Committee at the latest 
by 1 October. They would draw upon the experience of the team 
of businessmen; and they would also take account of the 



interdepartmental staffs which had been created in the Cabinet Office 
to provide advice and support to the Committees responsible for 
developing forward thinking in broad areas of policy. 

These studies would need the active co-operation of all 
Departments and should be co-ordinated with any similar activities 
which individual Ministers might wish to promote within their own 
Departments. It would be important, therefore, that Ministers 
should consult the Civil Service Department before recruiting 
businessmen for major management studies or undertaking such 
studies by other means, e.g. by the use of management consultants. 
Meanwhile, the new proposals would supersede the work of the 
Committee under Sir Robert Bellinger which the previous 
Government had established in pursuit of economies in Civil Service 
manpower; and it had fortunately proved possible to bring this 
Committee to an end in an atmosphere of goodwill. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet welcomed the progress made in launching this enterprise, 
which should prove increasingly valuable as it developed, particularly 
in relation to the review of public expenditure. In the meantime 
Ministers should encourage their Departments to introduce modern 
management methods, without necessarily waiting for a lead from 
the centre. They should consult the Lord Privy Seal, however, about 
any proposals which would involve the use of businessmen within 
Departments, although other forms of contact, for instance through 
advisory bodies, should be maintained normally. It would be helpful 
if arrangements could be made for the leader of the business team 
to meet both the Minister of Technology and the President of the 
Board of Trade in the near future. 

The Cabinet— 
Took note, with approval, of CP (70) 11 and of the summing 
up of their discussion by the Prime Minister. 

Cabinet Office, S.W.1. 


16 July, 1970. 
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Arms for 
South Africa 
(Previous 
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CM (70) 5th 
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Minute 3) 

SECRET 
1. The Prime Minister said that, as a result of developments 

since the Cabinet had last discussed the question on 16 July, it had 
seemed advisable to modify the formulation of the draft statement 
on the export of arms to South Africa which was to be made in the 
House of Commons that day by the Foreign and Commonwealth 
Secretary. 

The Foreign and Commonwealth Secretary said that replies 
were still outstanding from 14 Commonwealth Governments to the 
messages on this subject which the Prime Minister had sent them. 
But the President of Tanzania, Mr. Julius Nyerere, had threatened 
that Tanzania would leave the Commonwealth if the British 
Government decided to resume the supply of arms of any kind to 
South Africa; and there was some danger that other Commonwealth 
Governments in East Africa and elsewhere might adopt a similar 
attitude. A further message had therefore been sent to Mr. Nyerere, 
as a result of which he appeared to be taking a more moderate view. 
But in the light of his reaction and of the fact that it had not yet 
been possible to complete the process of obtaining the views of 
Commonwealth Governments, there appeared to be some advantage 
in refraining from final decisions at this juncture and in modifying 
accordingly the wording of the draft statement which he would be 
making in the House of Commons that day. A further consideration 
in favour of this course was that the South African Foreign Minister, 
Dr. Muller, had now asked for clarification of the existing obligations 
implicit in the various exchanges, correspondence, and undertakings 
relating to Simonstown, and of the spirit in which both parties 
would approach their responsibilities; and this request would clearly 
entail further discussion with the South African Government. In 
the light of these developments a revised draft of his statement had 
been prepared. 

The revised draft was then distributed for the Cabinet's 
consideration. 

The Attorney-General said that he had examined the 
Governmenfs legal obligations under the Simonstown Agreement. 
Although differing interpretations of the text of the Agreement could 
be argued, he inclined to the view that there was at any rate an 
implied obligation on Her Majesty's Government to supply arms in 
accordance with the purposes of the Agreement. If so, it would 
follow that over the past few years we had not been meeting the 
obligations imposed on us by the Agreement. 

In discussion there was general agreement that the developments 
to which the Prime Minister and the Foreign and Commonwealth 
Secretary had referred were not such as to require the Government 

11425 



Industrial 
Affairs 
National 

Docks Dispute 


(Previous 

Reference: 

CM (70) 5th 

Conclusions, 

Minute 1 ) 


to modify the essential features of the policy which they had 
consistently advocated or to concede to pressure from other 
Governments on an issue where important British interests were at 
stake. On the other hand there would be advantage in modifying 
the statement to indicate their willingness to give further 
consideration, before final decisions were taken, to the various 
representations which they had received, particularly from other 
Commonwealth Governments. A statement on the lines now 
suggested should suffice to mitigate any initial adverse reactions in 
the Commonwealth and to allay the misgivings expressed by the 
United States Government. It might admittedly lead to demands 
in the House of Commons, which could hardly be resisted, for a 
further and definitive statement of policy in Parliament when the 
Government reached the point of decision. The timing of any 
statement of this kind, however, would need to be considered in 
relation both to the forthcoming Meeting of Commonwealth Prime 
Ministers and to the point at which it might become necessary to 
approve any specific exports of arms which might be regarded as 
permissible—a point which might not be reached for some time to 
come. 

In further discussion, several amendments to the draft statement 
were agreed. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Foreign and Commonwealth Secretary 
should make, in the House of Commons that afternoon, the statement 
annexed to this record. 

The Cabinet— 
Took note, with approval, of the Prime Ministers 
summing up of their discussion. 

SECRET 
2. The Home Secretary said that the Ministerial Committee 

on Emergencies would be meeting later that day to consider the 
situation. No applications for the use of troops had so far been 
received from any of the Port Emergency Committees. There was 
still some prospect that the dockers might be induced to unload 
perishable foodstuffs; and it was hoped that it would be possible to 
avoid the use of troops until all other expedients had been exhausted. 

In discussion the following points were made: 
(a) The position in regard to perishable foodstuffs was liable to 

become acute in two or three days' time, when a number of cargoes 
of bananas would become unfit for consumption unless they were 
unloaded. If the dockers were unwilling to deal with these cargoes, 



troops would have to be used. But the effect on public opinion and 
on the unions themselves might be unfortunate if troops were called 
in not as a last resort but in order to save cargoes of a kind which 
could not be regarded as essential. If, despite these considerations, 
it was thought necessary to use troops to unload cargoes of this 
kind, they should, if possible, be used concurrently on some other 
operation which was more manifestly and demonstrably essential. 
An opportunity might arise for this purpose if the dockers refused 
to maintain essential services to the Scottish Islands, in particular 
Shetland, at an adequate level. 

(b) On the other hand any apparent reluctance on the part of 
the Government to use the Emergency Powers which they had taken 
would be liable to be interpreted by the employers and the unions 
as a sign of weakness. Too much weight should not, therefore, be 
attached to the consideration that the cargoes concerned could not 
be described as essential. 

(c) Moreover, supplies of meat were beginning to fall and prices 
were rising. The dockers might be prepared to co-operate in 
bringing supplies forward from cold storage or unloading ships' 
cargoes: but, if not, troops would have to be used if prices were to 
be prevented from rising still further. 

The Prime Minister, summing up the discussion, said that it was 
essential that the Government should not give the impression of 
weakness or hesitancy in dealing with the unions. Too much should 
not be made of the distinction between perishable and non-perishable 
and essential and non-essential foodstuffs. The Government were 
as likely to be criticised for allowing perishable foodstuffs to be 
wasted as for using their Emergency Powers to prevent them from 
being lost to consumption. The unions should be faced squarely 
with the issue and should, if possible, be induced to give a straight 
answer to the question whether they would be prepared to co-operate 
in unloading perishable cargoes and releasing sufficient meat to 
enable prices to be maintained at a reasonable level. If they 
refused, public opinion would draw its own conclusions. The 
Ministerial Committee on Emergencies, in considering the problem 
at their meeting later that day, should be guided by the points made 
in the present discussion. 

The Cabinet— 
Took note, with approval, of the Prime Minister^ 
summing up of their discussion. 

Cabinet Office, S.W.1, 

21 July, 1970. 




SECRET 
ANNEX TO ITEM 1 

STATEMENT BY THE SECRETARY OF STATE FOR 
FOREIGN AND COMMONWEALTH AFFAIRS (SIR ALEC 
DOUGLAS-HOME) IN THE HOUSE OF COMMONS ON 
MONDAY, 20 JULY, 1970 

SOUTH AFRICA (ARMS) 

With your permission, Mr. Speaker, and that of the House, I 
wish to make a statement. 

Her Majesty's Government have an overriding duty to take 
account of present and future strategic needs of the United Kingdom 
and, in that context, a particular concern for the free passage of 
ships in all circumstances on the vital sea routes round South Africa. 
It was to that end that the Simonstown Agreement was negotiated. 

It is our intention to give effect to the purposes of that Agreement 
and we believe that, as a consequence, we should be ready to 
consider within that context applications for the export to South 
Africa of certain limited categories of arms, so long as they are 
for maritime defence directly related to the security of the sea routes. 

The Government have made abundantly clear their fundamental 
disagreement with the racial policies of the South African 
Government. In no circumstances would there be sales to South 
Africa of arms for the enforcement of the policy of apartheid or 
internal repression. 

It is on this basis that the Government have naturally been 
concerned to consult with Commonwealth Governments and to 
discuss these matters with them. A number of these Governments 
have not yet replied and a number request further information and 
discussion. At the same time the South African Government are 
also seeking clarification of the interpretation of the Simonstown 
Agreement; this will need consideration with the South African 
Government. 

The Government propose to complete these consultations and 
discussions before decisions are finally taken. 
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CM 7 (70) 
CONFIDENTIAL 

 1. The Cabinet expressed their deep sorrow at the sudden 
 death of the Chancellor of the Exchequer on the previous evening; 

and they paid a warm tribute to the outstanding services which he 
had rendered to Conservative Governments and to the Conservative 
Party in the past. They directed that a message of sympathy should 
be conveyed on their behalf to Mrs. Macleod. 

SECRET 
2. The Cabinet considered the terms of an Opposition Motion 

criticising the Parliamentary statement by the Foreign and 
Commonwealth Secretary on the previous day about the export of 
arms to South Africa. They decided that no useful purpose would 
be served by tabling an amendment to this Motion for the purposes 
of the debate on the following day and that the Governmenfs 
supporters should be advised simply to vote it down. 

The Government might be pressed in the forthcoming debate to 
give greater precision to the undertaking by the Foreign and 
Commonwealth Secretary to make a further Parliamentary statement 
before any action was taken to give effect to the Governmenfs 
intention to permit in principle the export of arms to South Africa. 
If so, the Government should seek to retain the maximum of 
freedom of action up to the point at which the grant of an export 
licence was in question; but they should be prepared, if necessary, 
to indicate that no individual licences would be issued until the 
House of Commons had been given a further opportunity to consider 
the matter. 

SECRET 
3. The Minister of Transport said that the London Port 

Emergency Committee had unanimously concluded that a cargo of 
bananas in a partly unloaded ship in the Royal Group of docks was 
not important enough to justify the use of Servicemen, in face of the 
complete refusal of the local dockers to deal with them. It seemed 
likely, however, that Servicemen would be needed shortly to unload 
food in the London docks; and there might then be a withdrawal of 
labour by tugmen, lockgate men and others in support of the dockers. 
The possible requirement for Servicemen to undertake the further 
work which would be necessary in those circumstances was being 
urgently examined. Elsewhere in London dockers were unloading 
cargoes of food and hospital equipment or had indicated willingness to 
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unload food next week. In other ports, the main change since the 
previous day was that dockers at Felixstowe had decided to join the 
strike. Services to the Channel Isles were working; and supplies for 
the Shetland Isles and the Orkneys were being loaded. At Barry, 
where it was desirable to unload certain cargoes of bananas promptly, 
it was thought that, if Servicemen were assigned to this task, the 
importers would probably be able to arrange transport from the 
docks. 

The Minister of Agriculture, Fisheries and Food said that the 
price of meat had begun to rise and supplies at Smithfield Market 
were beginning to run short. The larger stores expected to hold their 
prices for meat this week but to have to raise them in the following 
week by something like 6d. to 8d. a lb. Supplies of chilled meat in 
the docks would need to be unloaded later in the week and could 
perhaps be sent to markets outside London for distribution, thus 
avoiding the risk of precipitating strike action by the Smithfield 
Market porters. In general, the Governmenfs efforts to avert 
unnecessary increases in food prices appeared to be having some 
success. 

The Secretary of State for Employment and Productivity said 
that the Court of Inquiry into the dockers' pay dispute had begun to 
meet that morning and would be taking evidence until Thursday. 
He expected to see the final draft of their report on the following 
Monday; and it would probably be published on 29 July. He would 
discuss with the Lord President of the Council the formal 
arrangements for publication when Parliament was in Recess. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet agreed that a Government decision of principle on the 
use of Servicemen in the docks to handle perishable food cargoes 
would be preferable to a number of separate decisions on individual 
cargoes at different ports. The Home Secretary and the Minister of 
Transport should therefore arrange to see Mr. Jack Jones, the 
General Secretary of the Transport and General Workers Union 
(TGWU), later that day, and should invite him to indicate clearly 
his union's attitude towards the unloading of perishable food cargoes. 
This approach to the union and Mr. Jones' response should be made 
public. If Mr. Jones was able to commit his union to a consistent 
policy of co-operation in dealing with perishable cargoes at all the 
main ports in question, the Government would accept such an 
undertaking, provided that it was recognised as being for the 
Government, not the union, to decide which cargoes needed to be 
unloaded. If, however, Mr. Jones was not able to give an undertaking 
to this effect, it would be necessary to introduce Service labour into 
the docks, and to emphasise in public statements the dockers' 
responsibility for the consequences, including price increases. The 



Cabinet accepted that this approach might entail leaving some 
perishable cargoes to spoil while the general TGWU assurance was 
being sought; but, if this happened, it should be made clear to the 
public that the cause of the loss was the dockers' strike and their 
refusal to handle the consignments at risk. 

The Cabinet— 
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Invited the Home Secretary: 

(i) In	 consultation with the Minister of Transport, to 
seek an assurance from the Transport and General 
Workers Union about their willingness to 
co-operate in unloading perishable cargoes. 

(ii) In consultation with the Lord President of the Council 
and the Minister of Transport, to arrange publicity 
for the action at (i) above. 

(iii) To	 arrange for further consideration by the 
Ministerial Committee on Emergencies of the 
action to be taken by the Government in the light 
of the outcome of the representations at (i) above. 

SECRET 
*4. The Cabinet considered a memorandum by the Home 

Secretary (CP (70) 19) reviewing the situation in Northern Ireland 
and seeking the Cabinefs general approval for a plan which had been 
put to the Home Secretary by the Northern Ireland Prime Minister, 
Major Chichester-Clark, during the latter's recent visit to London. 
This involved, initially, the re-establishment of police control in the 
Bogside area of Londonderry by the Royal Ulster Constabulary 
(RUC), supported in the initial stages by British military police (RMP) 
and, as a second stage, if the first element of the plan succeeded, a 
ban on marches in the Province for the rest of the year. 

The Home Secretary said that the Orange Day celebrations in 
the Belfast area had passed off quietly, thanks to effective security 
arrangements and the exertions of the army and RUC. As a result, 
there had been a reduction in tension; but the situation remained 
dangerously unstable. A recrudescence of violence by the Roman 
Catholics might weaken the position of the Prime Minister of the 
Irish Republic, Mr. Lynch. Another danger was pressure on the 
Northern Ireland Prime Minister from the right wing of the Ulster 
Unionist Party and the Rev. Ian Paisley's Protestant Unionists. 

* Previously recorded in a Confidential Annex. 
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Major Chichester-Clark's position was by no means secure and a few 
more defections might cause his Government to fall. In this situation, 
the Northern Ireland Prime Minister had concluded that some 
initiative by his Government was urgently necessary but that action 
which was directed-or would be thought to be directed—against one 
section of the community must be counter-balanced by action against 
the other. He had accordingly put forward the plan outlined in the 
Home Secretary's memorandum. The re-establishment of police 
authority in the Bogside would be regarded as a blow to the Roman 
Catholics: but this would be offset by the ban on marches until the 
end of the year, which would be seen as being directed against the 
Protestants since the period of the ban was one in which traditionally 
only Protestant marches were held. If there were a violent reaction 
in the Bogside to the proposed patrols by unarmed members of the 
RUC accompanied by the RMP, the Army would have to provide 
support. There were obvious risks in this; but the danger of allowing 
the present situation to continue were at least as great. The Chief 
Constable of the RUC, Sir Arthur Young, was in favour of the plan; 
and, if the Cabinet gave it their general approval, the operational 
details could then be worked out by the Northern Ireland Security 
Committee and the decision to put it into operation would be taken 
at the appropriate moment by himself and the Defence Secretary in 
consultation with the Government of Northern Ireland. 

The Defence Secretary said that in general, and subject to the 
views of the General Officer Commanding, Northern Ireland 
(GOC (NI)), he was in favour of the course of action proposed, 
provided that it was clearly understood that, if joint RUC and RMP 
patrols attempted to enter the Bogside and were repulsed, there 
would be no alternative to deploying the army to establish full control 
of the area. 

The Foreign and Commonwealth Secretary said that the Prime 
Minister of the Irish Republic had publicly committed himself to 
trying to secure a ban on the Protestant marches which were due to 
take place in Londonderry on and around 12 August. If these were 
in fact banned, this would strengthen Mr. Lynch's position. 

The Chief of the General Staff said that the situation in the 
Bogside was different from that in the Roman Catholic Falls Road 
area of Belfast. In the Falls Road area the Army had established 
full military control and were only now beginning to hand over to 
police patrols. In the Bogside, however, although there was some 
patrolling of the periphery, the Army had never penetrated into the 
centre of the area and the police had not exercised control over it for 
a long time. The GOC (NI) favoured an attempt to re-establish 
lawful authority in the Bogside on the lines proposed, although he 
naturally regarded it as essential that the Army should provide 



support in the background. There was some difference in approach, 
however, between the GOC (NI) on the one hand and the Northern 
Ireland Prime Minister and the Chief Constable of the RUC on the 
other. The GOC (NI) thought that the operation should be preceded 
by a period of publicity and negotiation, after which the combined 
RUC/RMP patrols would be deployed in strength. Major 
Chichester-Clark and Sir Arthur Young favoured a gradual build-up 
of patrols without any preliminaries. Under their proposals, the 
operation could begin immediately; but if the GOCs approach was 
adopted, the preparations would take about ten days. These 
differences on tactics and timing were to be further discussed that day 
at a meeting of the Northern Ireland Security Committee. Meanwhile, 
it should be feasible to withdraw immediately two of the additional 
battalions which had been sent to Northern Ireland in connection 
with the Orange Day marches. Not only were they urgently required 
elsewhere, but the presence of larger numbers of troops than were 
strictly necessary tended to add to the tension. The GOC (NI) 
considered that he could hold the situation in August with the forces 
which would then be available to him if the marches were cancelled, 
as proposed by Major Chichester-Clark. If, however, the marches 
were not cancelled or if attempts were made to hold them in defiance 
of a ban, one of the two battalions which it was now proposed to 
withdraw might have to be retained in Northern Ireland or sent back 
then. 

In discussion there was general agreement that the dangers of 
allowing the situation to drift were at least as great as, if not greater 
than, the risks involved in an initiative on the lines proposed. In any 
event, the present position in the Bogside could not be allowed to 
continue indefinitely. Subject to the outcome of that day's discussion 
in the Northern Ireland Security Committee, it seemed likely that the 
tactics of gradual penetration of the Bogside advocated by the 
Northern Ireland Prime Minister and the Chief Constable were more 
likely to be successful than the approach suggested by the GOC (NI). 
It was important that, if the operation in the Bogside was undertaken, 
it should be strictly related to the main objective of re-establishing 
Government authority in the area and should not comprise a major 
search for arms. The use of police from Great Britain to re-establish 
control of the Bogside had been considered; but this would be liable 
to damage the morale of the RUC and to undermine the sense of 
independent responsibility which we had been at pains to foster at 
Stormont. A good deal of the trouble arising out of the recent 
marches in Londonderry had been due to the contingents from 
Protestant Lodges in Scotland, who tended to be more aggressive 
than the local Orangemen. If the marches were not cancelled, 
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therefore, it would be for consideration whether measures could be 
taken to reduce or eliminate Scottish participation. 

The Prime Minister, summing up the discussion, said that there 
were risks in taking an initiative on the lines proposed; but these 
must be weighed against the dangers of allowing the situation to 
drift. The arguments were finely balanced; and, by taking action 
in the Bogside and banning Protestant marches, we might precipitate 
reactions which could result in the collapse of both Major Chichester
Clark's Administration at Stormont and Mr. Lynch's Government 
in the South. If we were then compelled to take over the government 
of the Six Counties, possibly in the face of the active opposition of 
an extremist Protestant faction, we should face a very dangerous 
situation indeed. Nevertheless, the Cabinet agreed, subject to the 
resolution of the problems of tactics and timing under discussion in 
the Northern Ireland Security Committee, that the balance of 
advantage lay in taking action on the lines proposed by Major 
Chichester-Clark. The Home Secretary should inform the Northern 
Ireland Government accordingly; and the Defence Secretary should 
instruct the military authorities to take the appropriate measures. 
The Cabinet agreed that, provided that there was no major 
deterioration in the situation over the next few days, two of the 
additional battalions sent to Northern Ireland in connection with the 
July marches could be withdrawn early in the following week, as 
recommended by the military authorities. The position might have 
to be reviewed, however, if the August marches in Londonderry were 
not cancelled or if there were indications of an attempt to promote 
them in defiance of a ban by the Northern Ireland Government. 

The Cabinet— 
(1) Took note, with approval, of the Prime Minister's summing 

up of their discussion. 
(2) Invited the Home	 Secretary and the Defence Secretary to 

proceed on the lines indicated in the Prime Minister^ 
summing up. 

SECRET 
 *5. The Cabinet considered memoranda by the Lord Privy Seal 

 civil Service and by the ( c p ( 7 0 ) 1 3 ) a b o u t t h e a o f t h e H i g h e r

Lord Chancellor (CP (70) 14) about the salaries of the higher 
judiciary. 

The Lord Privy Seal said that the Standing Advisory Committee 
on the Pay of the Higher Civil Service (the Plowden Committee) had 
recommended in their Ninth Report of May, 1969, substantial 

* Previously recorded in a Confidential Annex. 
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increases in the pay of the Civil Service grades above the rank of 
Assistant Secretary but had reluctantly proposed that the increases 
should be implemented in three annual stages if the Government 
thought that necessary. The previous Administration had accepted 
the Report in principle, had paid the first stage of the pay increases 
in July 1969 and had announced in March 1970 their intention of 
paying the second stage from 1 July, 1970. Arrangements would be 
made accordingly unless the Government now chose to reverse their 
predecessors' decision. The Plowden Committee had made a further 
report on 16 June. This had recommended that, as was usual, the 
grades up to and including Assistant Secretary should receive from 
1 April, 1970 an increase of 8£ per cent in parallel with the central pay 
increase granted earlier in the year to most grades of the 
non-industrial Civil Service. It had also recommended the earliest 
possible payment of the third stage to complete the implementation 
of the proposals in the Ninth Report, in order to establish the levels 
of pay which the Committee had thought right in mid-1969 and to 
avoid inflicting a further absolute loss of pension on those in their 
last years of service. The Ministerial Committee on Economic Policy 
(EPC) had endorsed in principle his proposal that the 
recommendation for an increase in the pay of grades up to and 
including Assistant Secretaries should be accepted; that the second 
stage of the increases for the grades above that level should be paid as 
from 1 July, the increase for Under Secretaries being calculated at 
8£ per cent rather than 6-2 per cent; that the third stage increases 
for the Higher Civil Service should be paid from 1 January, 1971; 
and that these increases should all be announced before the Summer 
Recess. EPC had invited him, however, in submitting these proposals 
to the Cabinet, to deal more fully with their possible repercussions on 
other groups in the public sector. 

The recommendations in respect of the Higher Civil Service were 
justified on merits. They were based on an independent assessment 
by the Plowden Committee, whose report was not susceptible to the 
type of criticism which could be advanced against the most recent 
report of the Review Body on Doctors' and Dentists' Remuneration 
(the Kindersley Committee). Even the third stage represented, on 
this basis, only the minimal standard necessary to bring the Higher 
Civil Service into line with outside salaries in mid-1969; and the rate 
of wage increases elsewhere had increased substantially since then. 
Quite apart from the adverse effect on the pension rights of those 
concerned, it was important to re-establish correct vertical relativities 
within the Service. There was some disquiet among civil servants, 
who regarded the present proposals as a test of the new Governments 
attitude; and it was important to retain the goodwill of the staff in 
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relation to the implementation of the reforms recommended by the 
Committee on the Civil Service 1966-68 (the Fulton Committee). 
Although there was a case for implementing the third stage 
immediately, it should be possible to persuade the Staff Side to 
accept implementation from 1 January, 1971. 

As regards the salaries of other comparable groups in the public 
sector, the direct consequential increases for National Health Service 
(NHS) administrators and the lower judiciary, who had established 
links with the Higher Civil Service, should be accepted. While there 
was no logical link between the salaries of the Chairmen and members 
of the Boards of nationalised industries and those of the Higher 
Civil Service, the former had been the subject of an inquiry by the 
National Board for Prices and Incomes (NBPI), who had 
recommended a pay increase which was being put into effect in three 
stages. The last of these would have been brought into effect from 
April, 1971; but in the circumstances the sensible course would be to 
implement this increase also from 1 January, 1971. 

It would be possible to maintain, as regards the higher judiciary, 
that the appropriate course would be to arrange for their pay to be 
reviewed in the light of the decisions on the pay of the Higher Civil 
Service either by a new independent body if this could be established 
in reasonable time or by an ad hoc interdepartmental body reporting 
to Ministers. Further discussions between the Civil Service 
Department and the Lord Chancellor^ Department, however, 
suggested that it would be reasonable to agree that the salaries in 
question might be increased to £14,000 from 1 January, 1971, with 
consequential increases for the salary of the Lord Chief Justice and 
other members of the higher judiciary, including those in Scotland and 
Northern Ireland. The NBPI might be asked to carry out an early 
review of the pay of the senior officers of the Armed Forces, in the 
light of the changes for the Higher Civil Service, under the standing 
reference of Service pay. 

These increases as a whole would, no doubt, result in pressure 
for increases in the salaries of Ministers and Members of Parliament; 
but a review of these should await the establishment of new machinery 
for reviewing the most senior and sensitive public service salaries 
generally. 

The Lord Chancellor said that, if the third stage of the increases 
proposed by the Plowden Committee were paid to the Higher Civil 
Service in January, 1971, the puisne judges, whose salaries as recently 
as June 1969, were £1,400 above those of Permanent Secretaries, 
would fall £2,500 below them. Unless the judges were paid at least 
the same as Permanent Secretaries from that date, very serious 
dissatisfaction would be liable to develop. This would seriously 
jeopardise recruitment at a time when the reforms of the judicial 



system required additional manpower. Incomes at the Bar and in 
industry and commerce were substantially higher than those which 
the judges could command; and there was a danger that existing 
judges as well as potential recruits might be attracted to the latter, 
with far-reaching implications for the impartiality and independence 
of the judiciary as a whole. He therefore recommended that, if the 
third stage increases for the Higher Civil Service were implemented 
from 1 January, 1971, the puisne judges should also receive £14,000 
from that date, with appropriate increases for the Lord Chief Justice 
and other members of the higher judiciary. Any further review of 
their salaries should take place later as part of whatever general 
arrangements were made for the review of the most senior and 
sensitive public service salaries. 

In discussion the following main points were made: 
(a) The increases proposed for the lower judiciary and the NHS 

administrative staff followed an established link. The latter, together 
with the proposals as a whole, would make it marginally more difficult 
to persuade the doctors to accept less than full implementation 
of the Kindersley Report; but no serious repercussions were expected. 

(b) While there was a case for inviting the NBPI to make an 
urgent report on the pay of senior Service officers, this had fallen 
so far behind that of the Higher Civil Service that it might be 
preferable for a decision on the appropriate increases to be taken 
without a further reference. 

(c) It would be possible to resist pressure for an immediate 
review of the salaries of Members of Parliament and Ministers, at 
least until new machinery had been established for reviewing the 
most senior public service salaries generally. 

(d) Senior local government officials might be expected to press 
for comparable increases. While the Government were not directly 
involved in such negotiations, the outcome would affect the rate 
support grant. It might be appropriate, however, to consider 
whether the rate support grant might in future take account mainly 
of the level of total wages and salaries appropriate to the needs of 
the authorities, leaving them more freedom in determining numbers 
and salary levels within those totals. 

(e) It would be helpful if more general guidance on incomes 
policy in the public sector could be made available before a reply to 
the teachers' salary claim had to be made in September, particularly 
in view of the comparatively low level of salaries for posts of high 
responsibility in the teaching profession. 

(/) Unless coherent arrangements were made for reviewing 
sensitive salaries in the public sector, proposals would continue to be 
put forward on differing and unrelated bases, with consequential 



leap-frogging among the various groups. Moreover, the impact of 
such increases on lower-paid workers would be reduced if they were 
clearly the outcome of established machinery. 

(g) There would be substantial presentational advantages in 
delaying the announcement of these increases until after the Court 
of Inquiry into the current docks dispute had reported. There was, 
moreover, no objection to the announcement of the increases during 
the Parliamentary Recess. It would be unfortunate, however, if it 
were not possible to announce the Governmenfs decisions on the 
proposals when the Plowden Report was published; and it would be 
helpful if the new arrangements for compensation for redundancy in 
the Diplomatic Service which the Foreign and Commonwealth 
Secretary was discussing with the Lord Privy Seal could be published 
at the same time. 

The Prime Minister, summing up the discussion, said that the 
Cabinet accepted the proposals by the Lord Privy Seal to extend to 
the Assistant Secretary and equivalent grades the central pay increase 
of 8^ per cent from 1 April, 1970; to implement the second stage 
of the increases proposed by the Plowden Committee for civil servants 
above that level from' 1 July, 1970, the increase payable to Under-
Secretaries being fixed at 8^ per cent; to pay the remaining third 
stage increases to both the Higher Civil Service and the Chairmen 
and members of the nationalised industry Boards from 1 January, 
1971, and to accept the direct consequential increases for the NHS 
administrators and the lower judiciary. They also agreed that the 
puisne judges should be paid £14,000 from 1 January, 1971, with 
appropriately adjusted increases for the Lord Chief Justice and other 
members of the higher judiciary including those in Scotland and 
Northern Ireland. While there were advantages in referring the pay 
of the senior Service officers to the NBPI, further consideration 
should be given to this question by the Secretaries of State for Defence 
and for Employment and Productivity, in consultation with the Lord 
Privy Seal. Action to review the salaries of Members of Parliament 
and Ministers should be deferred if possible, at least for some time. 

No announcement of these decisions need be made before 
Parliament rose for the Summer Recess. An announcement should 
be made, however, when the Plowden Report was published; the 
precise timing could be considered in the light of developments in the 
dock strike and the proceedings of the Court of Inquiry. The Lord 
Privy Seal might prepare an appropriate statement in consultation 
with the Ministers concerned; this should cover the outcome of the 
further consideration being given to the pay of senior officers of the 
Armed Forces and, if possible, of the discussions on compensation. 
In the meantime, the Lord Privy Seal might consider with the Head 
of the Home Civil Service whether it would be appropriate to let the 



General Secretary of the Staff Side of the National Whitley Council 
know in advance what was proposed. 

The Cabinet— 
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Endorsed	 the proposals in paragraph 10 (a) to (c) and 

paragraphs 9 (i) and (ii) of CP (70) 13. 
(3) Agreed that	 the salaries of the higher judiciary should be 

increased from 1 January, 1971, on the basis indicated 
by the Prime Minister in his summing up of their 
discussion. 

(4) Invited the Secretary of State for Defence and the Secretary 
of State for Employment and Productivity, in consultation 
with the Lord Privy Seal, to give further consideration 
to the possibility of referring the salaries of senior officers 
of the Armed Forces to the NBPI. 

(5) Invited the Lord Privy Seal to consider, in consultation with 
the Prime Minister, the Foreign and Commonwealth 
Secretary, the Lord President and the Secretary of State 
for Employment and Productivity, the most appropriate 
timing for the publication of the Plowden Report and the 
form in which the Governments decisions should be 
announced in a simultaneous public statement. 

CONFIDENTIAL 
Retail price 6. The Cabinet considered a memorandum by the Secretary of 
of milk  g t a t ; e fo  r Scotland and the Minister of Agriculture, Fisheries and 

Food (EPC (70) 7), proposing that the retail price of milk should be 
raised on 30 August by Id. per pint. 

The Minister of Agriculture, Fisheries and Food said that the 
previous Government had increased the guaranteed price for milk 
at the 1970 Annual Review and had acepted increases in distributors' 
costs (mainly wages) and profit margins. These had placed additional 
charges on the Milk Fund operated by the Ministry of Agriculture, 
in which returns from retail sales were balanced against the cost of 
the guarantee to producers and the costs of distribution, any resultant 
deficit being met from the Consolidated Fund. The maximum retail 
price of all grades of milk and the margins at all stages of distribution 
were determined by the Government in order to ensure that the 
consumer paid no more for milk than was necessary to implement 
the guaranteed price and to meet reasonable distributive margins. 
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In the absence of an increase in the retail price the new costs would 
put the Milk Fund into substantial deficit by the end of the year. 
While an increase of Id. a pint at the end of September would just 
cover the increased costs, it would be preferable that the increase 
should take effect at the end of August. This would yield an 
additional £4 - 5 million, which might allow an increase in the producer 
price at the next Annual Review to be accommodated without a 
further increase in the price to the consumer. Moreover, the sooner 
the increase was made, the more clearly it would be seen to be the 
automatic consequence of decisions taken by the previous 
Government, who had, in fact, already announced that an increase 
would be needed in the autumn. 

In discussion it was suggested that, since an increase at the end 
of September would suffice to balance the Milk Fund, an earlier 
increase might be taken as implying that there would be a further 
increase in producer prices; and, while a modest increase in the cost 
of milk itself could be met from the surplus, there was a danger that 
this would be taken as an invitation to agricultural interests to press 
for a review of other prices, which had a direct impact on public 
expenditure. It might also appear contrary to the Governmenfs 
attitude to other price increases to allow this increase to take place 
before it became essential merely in order to provide a degree of 
insurance against future cost increases. On the other hand there 
were substantial advantages in an early announcement which would 
make it clear that the increases were a direct consequence of the 
policies of the previous Administration. There would, moreover, be 
advantage in having some funds in hand which might be used to 
increase producer prices in the autumn rather than in waiting until 
the normal Annual Price Review, when rather larger increases might 
have to be conceded. The Cabinet would be considering, in the 
course of their review of public expenditure, the future of the existing 
welfare milk scheme. Unlike higher milk prices, the withdrawal of 
welfare milk could be expected to reduce consumption; and milk 
producers would be liable to object strongly, unless it were then 
possible to allow them some increase in the producer price. 

In further discussion the following points were made— 
(a) The Minister of Agriculture was considering whether or not 

it might be appropriate to review in the autumn the guaranteed 
prices for beef and cereals as well as the producer price for milk. 

(b) The price increase for milk would add about £0-5 million 
a month to the cost of providing milk in primary schools. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the retail price of milk should be increased by 
Id. per pint. There were advantages in arranging for this increase 
to take effect at the end of August and so providing a small surplus 
in the Milk Fund which might be available to accommodate an 



increase in the producer price either in the autumn or in the course 
of the next Annual Price Review. If the Minister of Agriculture 
decided that it would be helpful to review the producer price of milk 
or the guaranteed price for other commodities in the autumn, he 
should bring his proposals forward in time for them to be considered 
as part of the review of public expenditure. In the meantime he 
should consider, in consultation with the Lord President, how the 
decision to increase the retail price of milk might best be publicly 
presented in order that it might be clearly seen to be a direct 
consequence of decisions taken by the previous Administration. 

The Cabinet— 
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Invited the Minister of Agriculture, in consultation with the 

Lord President, to arrange for the decision to increase 
the retail price of milk by Id. per pint to be announced, 
and the necessary Order to be laid, before Parliament rose 
for the Summer Recess. 

CONFIDENTIAL 
7. The Cabinet considered a memorandum by the Chief 

Secretary, Treasury, (CP (70) 18) about proposals by the National 
Coal Board (NCB) to raise the prices of coking, industrial and 
electricity coals in order to break even on colliery account in 1970-71 
and to avoid breaching their statutory deficit limit of £50 million. 

The Chief Secretary, Treasury, said that two courses of action 
were open to the Government. They could permit a price increase 
which would eliminate the allowance made in the Board's estimates 
for the settlement to be reached in the autumn on the miners' current 
wage claim; or they could accept a sufficient price increase now to 
avoid the risk of needing a further increase for at least another year. 
Successive price increases were damaging; and an increase of 12J per 
cent was the least which offered a reasonable prospect of escaping 
the need for a second increase within months. Restricting the 
increase to 12^ per cent would also put the NCB under pressure to 
keep down the cost of the autumn wage settlement, since they would 
be informed that the Government did not contemplate legislation 
allowing them to exceed the present statutory limit on their 
accumulated deficit and they would be urged to take other action 
to reduce costs on the lines indicated in paragraph 9 of CP (70) 18. 
On the other hand the Government must avoid being placed in the 
position of having to subsidise coal consumers from public funds. 



Higher prices could also help to bring coal demand into better 
balance with coal supply and to encourage the industry to concentrate 
effort at the most economic collieries. Coal stocks were expected to 
fall to low working levels this winter; and we were not well placed 
to face a miners' strike. It would be unrealistic to make no allowance 
in current price changes for a wage concession this autumn; and the 
Government lacked powers to control either prices. or wages. 
Nevertheless, it was important both for the NCB and the National 
Union of Mineworkers to realise that higher wages must be related 
to higher productivity. 

In discussion it was argued that it would be undesirable in 
principle to allow a price increase now which anticipated the 
settlement to be made in the autumn on the miners' current wage 
claim. If the Government endorsed the proposed increase, they 
might be held to have accepted the allowance of 16 per cent which the 
Board had included for this settlement; and their acceptance of even 
a 12^ per cent increase, as proposed in CP (70) 18, would allow for 
a 10 per cent wage settlement. This might merely weaken the NCB's 
resolution to secure a lower settlement. It would be especially 
unfortunate if the allowance for increased wages which was included 
in whatever price increase the NCB were authorised to put to the 
Consumers' Council should become public knowledge; and the 
Government should in any event ensure that they were dissociated 
from it. 

To exclude the provision for impending wage increases altogether 
would be unrealistic; but there was a case for confining any immediate 
price increase to, say, 10 per cent in order to compel the NCB to try 
to confine the wage settlement in the autumn within this limit. On 
the other hand this would be likely to necessitate a second price 
increase later; and, given the extent of the NCB's accumulated deficit, 
it would be difficult on that basis to insist on the conditions suggested 
in paragraph 9 of CP (70) 18. The public impact of a 12^ per cent 
price increase would be little different from that of a 10 per cent 
increase; and it was of paramount importance to reduce the costs 
falling on the Exchequer by way of subsidies to meet avoidable 
deficits or to provide unnecessarily high protection for the coal 
industry. These issues would need further consideration in the 
context of the forthcoming Coal Industry Bill and the review of fuel 
policy which the Minister of Technology already had in hand. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the best course might be to allow the NCB to put 
their proposals to the Consumer Council, on the clear understanding 
that the Government were not committed to endorse them and 
reserved the right to consider further what increases they would 
accept. The National Board for Prices and Incomes were expected 



to report on the efficiency of the coal industry during the course of 
the next month. Meanwhile, the Minister of Technology should 
make it clear to the Board that the Government did not necessarily 
approve their proposals; and he should bring forward for separate 
consideration the consequential effects of higher coal prices on the 
charges for electricity and steel. The Cabinet would also wish to give 
early consideration to current measures of coal protection in the light 
of the review of fuel policy which the Minister of Technology had 
already put in hand. 

The Cabinet— 
(1) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion and invited the Minister of 
Technology to be guided accordingly in relation to the 
National Coal Board's price proposals. 

(2) Invited	 the Minister of Technology to circulate an early 
memorandum on fuel policy and the measures of 
protection and support for coal. 

Postal charges The Cabinet had before them a memorandum by the Chief 
Secretary, Treasury, (CP (70) 16) about the proposals of the Post 
Office Board to increase postal rates by 2d. next January, to 6d. and 
7d. for second and first-class mails respectively, and to convert the 
new charges to 2^p and 3p on decimalisation. 

p. 

The Chief Secretary, Treasury, said that the proposed increases 
would yield some £130 million in a full year and were necessary to 
eliminate current and prospective losses on the postal services and to 
enable the Post Office Board to meet their current financial objective 
of covering costs and securing a return of an additional 2 per cent 
on their expenditure. Without the increases there would be an 
accumulated deficit of £263-£296 million by March, 1973, according 
to whether wage settlements averaged 5^ per cent or 8 per cent per 
annum; and the shortfall compared with the financial objective would 
be greater still. Even if no allowance at all were made for future 
wage increases, there would be a shortfall of about £250 million 
compared with the financial objective. At current wage rates an 
increase of only Id. on postal rates instead of 2d. would leave a 
shortfall on target of £107 million. His conclusion was that the Post 
Office Board should be authorised to consult the Post Office Users' 
National Council on their proposals but that, pending the Council's 
report, the Minister of Posts and Telecommunications should 
formally reserve the Governments position and, when the increases 
were eventually agreed,, the Government should state their view that 
no further increases in postal tariffs should be needed for at least 



another three years. The Minister of Posts and Telecommunications 
might also wish to consider the need for a longer-term study of the 
postal services, including their organisation and management, the 
future of the two-tier system and the consequences of possible 
cross-subsidisation of postal services from telecommunications 
revenue. Cross-subsidies tended, however, to lead to a misallocation 
of resources and had adverse effects on efficiency. If the cost of 
postal services were not borne by the user, there would be a loss to the 
Exchequer of up to £130 million a year, equivalent to, say, 3d. in the 
pound off the income tax. 

The Prime Minister, summing up a brief discussion, said the 
Cabinet agreed that the Government should raise no objection to the 
Post Office Board putting their proposals to the Post Office Users' 
National Council. An oral Parliamentary statement on this subject 
would be undesirable; but the Minister of Posts and Telecommuni
cations should consider with the Lord President of the Council 
whether, in response to a written Parliamentary Question, the 
Government could let it be known that the proposals which the Post 
Office would be putting to the Council had been formulated by them 
under the previous Administration and that the Post Office had, on 
their own authority, already put in hand the printing of new stamps. 
The Post Office claimed to need higher charges even if there was no 
further wage inflation; but, pending further consideration in the light 
of the Council's views, the Government were not to be assumed to 
have endorsed the increases proposed by the Post Office Board or to 
be committed to them. 

The Cabinet 
(3) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion and invited the Minister of Posts 
and Telecommunications to be guided accordingly. 

Cabinet Office, SWA, 


21 July, 1970. 
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T n e

Government 

Parliamentary 
Affairs 

CM 8 (70) 

CONFIDENTIAL 
 1. The Prime Minister said that, on the eve of the 

Parliamentary Recess, the Government could look back on a first 
month in office which had been overcast by the grievous loss of the 
Chancellor of the Exchequer and had included two serious challenges 
to their authority in the form of Orange Day in Northern Ireland and 
the docks strike. As a result, the pressure on Ministers and 
Departments had been exceptionally heavy. Moreover, the current 
estimates of the economic prospect were confirming the public 
warnings which the Conservative Party had uttered ' during the 
election campaign. It was all the more necessary, therefore, that the 
Cabinet should address themselves seriously to the issues of public 
expenditure which figured on that day's agenda, and should arrange 
for the major issues of policy which were involved to be examined 
carefully and methodically during the weeks ahead. 

CONFIDENTIAL 
2. The Cabinet were informed of the business to be taken in the 

first week after the Recess. 

If there were pressure for Parliament to be recalled when the 
report of the Committee of Inquiry into the docks dispute was 
received, this should be dealt with initially by reference to the fact 
that, if the dispute continued, it would in any event be necessary for 
Parliament to reassemble in mid-August for the renewal of the 
Emergency Regulations. 

The Cabinet considered the situation which had arisen as a result 
of advice given by the Clerk of the House of Commons that it would 
not be permissible for Miss Bernadette Devlin, M P, to take the oath 
while serving a term of imprisonment. This view was open to 
challenge; but it would be desirable to make it clear that the decision 
was a matter not for the Government but for Mr. Speaker. If 
Mr. Speaker ruled that he would permit Miss Devlin to take the 
oath if she appeared before him in person, it would then be for the 
Government of Northern Ireland to decide whether they were 
prepared to release her from prison on parole for this purpose; and 
they had been so advised. The situation, however, was 
unprecedented; and, if Miss Devlin were in fact released in order to 
take the oath, this would itself be liable to establish a precedent 
and to create a new category of Parliamentary privilege. The 

11427 
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South-East 
Asia 

Government should therefore adhere to their earlier view, expressed 
in a Motion for debate for that evening, that the issues raised by 
the case were for the Committee of Privileges to consider. 

SECRET 
3. The Foreign and Commonwealth Secretary said that a draft 

Resolution on the sale of arms to South Africa had been tabled 
in the Security Council of the United Nations. Preliminary 
indications suggested that it would be strongly worded and might 
even be mandatory in character. Our acting Representative was 
trying to prevent a vote; but, if his efforts were unsuccessful, we 
should have to decide whether to abstain—as the French Government 
had already indicated that they would do—or use our veto. Much 
would depend on the attitude of the other Security Council members, 
since this would determine both the content of the Resolution and 
the prospects for obtaining the requisite number of votes for its 
adoption. If the Resolution was not mandatory, we might be able to 
abstain. If, however, it was mandatory, we might have no option 
but to invoke our veto. 

In discussion it was urged that we should seek to avoid being 
subsequently accused of failing to carry out a mandatory Resolution 
of the United Nations. The present situation differed from that 
of 1963, when the Resolution adopted by the United Nations had 
clearly had the character of a recommendation, thus allowing us to 
reserve our position. If there were any doubt whether or not the 
draft Resolution was mandatory, the safer course would be to regard 
it as such and, if necessary, to use the veto. By so acting, we should 
protect ourselves against the risk of being challenged before the 
International Court of Justice for failing to implement a mandatory 
Resolution; and we should be in a stronger position in relation to 
public opinion, since we could justify our action on the grounds that 
it was wrong to condemn a policy which was still under consideration 
and on which final decisions had not yet been taken. 

The Cabinet— 
(1) Took	 note of the statement by the Foreign and 

Commonwealth Secretary and of the points made in 
discussion. 

. The Foreign and Commonwealth Secretary said that the 
Government were committed to maintaining a military presence in 
South-East Asia. At their meeting on the previous day, the Defence 
and Oversea Policy Committee had endorsed his recommendation 
that the present Anglo-Malaysian Defence Agreement should, if 
possible, be replaced by a five-Power agreement between ourselves, 
Australia, New Zealand, Malaysia and Singapore, which would be 
of limited duration but would be subject to renewal. At present 



the threat to Malaysia and Singapore was on a small scale, being 
limited to incursions from South Thailand by guerilla forces acting 
in conjunction with indigenous subversive elements. But this 
situation might not persist; and it was therefore important to define 
our obligations under the proposed agreement with precision in 
order to limit our involvement. The Defence Secretary would be 
leaving on the following day for preliminary discussions with the 
four Governments concerned. 

The Defence Secretary said that in his conversations with the 
four Governments the principal points for discussion would be the 
political commitment to be assumed by Britain and the military 
contribution which we intended to offer under the proposed new 
agreement. As regards the former, he would make it clear that 
there was no intention on our part of seeking to play a dominant 
role and that we would not assume commitments to Malaysia and 
Singapore more extensive than those which Australia and New 
Zealand were prepared to accept. As regards force levels, financial 
considerations and our other commitments, particularly our 
obligations to the North Atlantic Treaty Organisation, made it 
essential that our contribution should be kept to the minimum which 
would suffice to constitute a viable force and to satisfy our partners 
in the proposed defence agreement of our determination to maintain 
a military presence in the area. On this basis, he proposed that 
our force contribution should consist of one infantry battalion with 
supporting units; five frigates or similar vessels; and up to four 
maritime reconnaissance aircraft. The cost of deploying this force 
in South-East Asia could not yet be accurately estimated; but it 
might be of the order of £2-5 million to £3-5 million per annum. 
This estimate did not take account, however, of the need to provide 
supporting services and war maintenance reserves, or of the full 
cost of maintaining the bulk of our forces on an " accompanied " 
basis (which would be necessary, since the Australian and New 
Zealand contingents would be " accompanied"). Although he 
would probably be pressed to increase our contribution, he would 
hold out no hope that we might be prepared to improve our offer. 
In the light of his discussions he would submit comprehensive 
proposals to the Cabinet for their approval with the view to the 
conclusion of an agreement at a five-Power conference early in 1971. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet endorsed the conclusion of the Defence and Oversea 
Policy Committee that the Anglo-Malaysian Defence Agreement 
should be replaced by a five-Power defence agreement on the lines 
proposed. In his discussions with the other Governments concerned, 
the Defence Secretary should not commit the Government at this 
stage to any precise form or level of British contribution to the 



Persian Gulf 
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defence of the area. A decision on this would have to be deferred 
until the views of all the other Governments concerned had been 
ascertained and until the Government had been able to review their 
defence policy as a whole in the autumn. 

The Cabine t 
(2) Took note, with approval, of the Prime Minister's summing 

up of their discussion. 
(3) Invited	 the Defence Secretary to be guided, in his 

forthcoming exchanges with the Governments of 
Australia, New Zealand, Malaysia and Singapore, by the 
Prime Ministers summing up. 

The Foreign and Commonwealth Secretary said that, in the 
pursuit of our wider objective of encouraging the formation of a 
viable Union of Arab Emirates (UAE), we were faced with three 
main problems—relations between the UAE and the Shah of Iran; 
relations between the UAE and King Faisal of Saudi Arabia, with 
particular reference to the current dispute between Saudi Arabia 
and Abu Dhabi; and, finally, the problem of allaying mutual distrust 
between the local Rulers themselves and hastening the formation of 
an effective association capable of taking the responsibility for 
defending itself. He had recently discussed the situation in Brussels 
with the Shah of Iran. The Shah had indicated that, now that the 
question of Bahrain had been settled, he would not raise any 
objection to the formation of a UAE, provided that satisfactory 
arrangements—probably in the form of a token Iranian military 
presence—could be made in regard to the islands at the mouth of 
the Gulf claimed by Iran (Tunbs and Abu Musa). The Shah would 
not object to the Union's entering into a defence arrangement with 
Britain, if the local Rulers were willing to do so. He would be 
prepared to accept that its defence forces should be trained and 
officered by British officers; he would, indeed, welcome this for 
the protection which it would provide against internal insurrections 
in the Gulf States. The Shah would prefer, however, that any such 
expatriate personnel should be engaged and paid by the Union itself. 
Should an arrangement on these lines not prove to be possible, 
Britain might retain an indirect presence in the area through the 
Central Treaty Organisation, under which joint naval exercises could 
be organised with Iran. Relations between Saudi Arabia and Abu 
Dhabi, however, remained tense; and King Faisal appeared to have 
little confidence in the good faith of the Ruler, Emir Zaid. In these 
circumstances it was clear that, in the absence of some lead from us, 
little progress could be expected. It was therefore proposed to 
appoint Sir William Luce, a former Political Resident in the Gulf 
and Governor of Aden, to take charge of the co-ordination of general 
policy in the Gulf area. In addition to seeking to promote the 
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resolution of disputes and the creation of an effective UAE, 
Sir William Luce would be responsible for conducting the discussions 
with our friends and allies in the area to which we were committed 
in connection with the possible retention of a British military presence 
in the Gulf. Sir William Luce's appointment would be announced 
on 27 July. 

The Prime Minister, summing up a brief discussion, said that 
our objective in the Gulf area would be to secure a progressive 
reduction of our expenditure while encouraging and assisting the 
local Rulers to shoulder their own responsibilities within the 
framework of an effective federal organisation. Sir William Luce's 
remit would be discharged within this context. On present plans 
the British battalion stationed at Sharjah was due to be withdrawn 
in November and to be replaced by a company from Bahrain. The 
Cabinet agreed that in the circumstances it would be advisable to 
replace the battalion at Sharjah, even though this would to some 
extent conflict with our general objective of reducing expenditure. 
The relieving battalion would remain in Sharjah for a tour of nine 
months from November 1970; and this would afford time in which 
further consideration could be given to the resolution of the problems 
of the area. 

The Cabinet— 
(4) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion. 
(5) Invited the Defence Secretary to proceed with the necessary 

arrangements for the relief and replacement of the 
battalion stationed in Sharjah. 

The Chancellor of the Duchy of Lancaster said that the initial 
meeting on 21 July between the United Kingdom and the 
representatives of the six members of the European Economic 
Community (EEC) had begun with the British delegation stating the 
questions which they wished to see covered in negotiation. They 
had indicated that, subject to the reservations which we had already 
made known, we were prepared to accept the Common Agricultural 
Policy of the EEC. The delegation had then proposed the 
establishment of a number of fact-finding working groups. The 
representatives of the Six had eventually produced counter-proposals 
which met the substance of our requirements. In general, the 
meeting had gone well. 

The Cabinet 
(6) Took note of the statement by the Chancellor of the Duchy 

of Lancaster. 



SECRET 
The Rundown 4. The Cabinet considered a note by the Defence Secretary 
of the (CP (70) 26) covering a draft Parliamentary statement outlining a 
British Army plan for the remaining stages of the rundown of British Army units 

which had begun under the previous Administration. 

The Defence Secretary said that the proposals in his statement 
were designed to reconcile a conflict between the Army's need to 
reduce the number of major units as a result of indifferent 
recruitment with the political desirability of meeting some of the 
objections to the previous Administration^ rundown scheme, which 
the Conservative Party had criticised when in Opposition. The 
present and prospective state of Army recruiting made it militarily 
desirable to reduce the number of infantry battalions to 46, as 
provided for in the rundown scheme which the Government had 
inherited. Even on this basis there would still be a substantial 
manpower shortage in the mid-70s. Two more battalions were due 
to disband or to amalgamate with other battalions by the end of 
September; and, unless these changes were completed, some units 
would be left with insufficient numbers to carry out their planned 
tasks. This situation, however, had to be considered against the 
political background, including the reference in the Conservative 
Party's Scottish Election Manifesto to the party's intention, if 
elected, to seek to find a role for the Argyll and Sutherland 
Highlanders, who were one of the units to be disbanded, and the 
impression which had gained ground during the election campaign 
that a Conservative Administration would halt the rundown and 
preserve some of the units selected for disbandment or amalgamation. 
The arrangements proposed in CP (70) 26 would therefore give 
regiments which were about to be disbanded or amalgamated the 
option of continuing in a very reduced form, with an establishment 
in the region of 30-50. Such cadre formations could be usefully 
employed on recruiting or training tasks; and they would be the 
first to be considered when improved recruitment made it possible 
to increase the number of full battalions in the Army. It was 
desirable to make a very early statement both in order to allay 
uncertainty and to enable the posting of men to new units, which 
was currently in progress, to proceed smoothly. 

In discussion considerable misgivings were expressed about the 
proposed statement. If Ministers had to reveal that the units being 
retained would number no more than 30-50 men, the plan might 
well attract considerable criticism. Moreover, those who had 
supported the " save the Argylls" campaign were unlikely to be 
satisfied by such a gesture. Unless the affected units could be 
retained at something like company or squadron strength, the 
disadvantages of the scheme might well outweigh the advantages. 
Doubts were also cast on the merits of the principle on which 



regiments had been selected for disbandment, i.e., that the most 
junior	 regiments should be the first to suffer. It might have been 
wiser to relate the plan to the recruiting potentialities of individual 
regiments. 

On the other hand, worthwhile military uses could be 
demonstrated for any cadre formations formed under the scheme; 
and the prospect of being the first in line for restoration to full 
establishment when the recruiting situation permitted would be a 
valuable incentive to the acceptance of the scheme. There might 
admittedly be room for argument about the principles on which 
the rundown had been planned. Nevertheless, the Government were 
faced with a process which was in mid-course; men were being 
posted day by day with their families; and it was necessary to decide 
whether to halt the process or allow it to proceed. A decision to 
halt it could only be temporary, since the recruiting prospect made 
the plan, or some variant of it, inevitable; and a temporary halt was 
unlikely to have any effect beyond exacting a heavy price in confusion 
and loss of morale. A very early statement was therefore very 
desirable, even if it entailed incurring some odium and disappointing 
some of the Governments supporters. 

In further discussion it was conceded that, in order to overcome 
some of the objections which had been expressed, the scheme might 
be amended to provide that in suitable cases the units planned to 
amalgamate or disband might be retained at up to company strength. 
It was generally agreed, however, that a variation of the scheme on 
these lines needed to be further considered before any public 
statement could be made. 

The Prime Minister, summing up the discussion, said that the 
Cabinet recognised the difficulties which the Defence Secretary's 
proposals, as modified in discussion, were designed to confront 
and the urgency, deriving from the stage that had been reached in 
the existing rundown plan, of coming to a decision. Further time 
was needed, however, for consideration of the issues involved; and 
the objective should therefore be to issue a statement early in August. 
The Ministry of Defence should prepare a further paper, to which 
Ministers would give preliminary consideration during the following 
week with a view to a very early announcement. Meanwhile, it was 
open to the Defence Secretary to take what steps he thought 
necessary to minimise posting difficulties; but in doing so he should 
not prejudice the Governments eventual decision. 

The Cabinet
(1) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion. 
(2) Invited the Defence Secretary to arrange accordingly. 
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SECRET 
5. The Secretary of State for Employment and Productivity 

said that he would need to make a further Parliamentary statement 
thai afternoon on the docks dispute, in which it would be difficult 
to avoid indicating the attitude which the Government would adopt 
towards the findings of the Court of Inquiry when they became 
known in the course of the following week. Even if the Court 
proposed terms of settlement which might be thought unduly 
favourable to the dockworkers, the port employers would have little 
prospect of securing a return to work on any basis less generous than 
the Court might recommend; and it would therefore be realistic, and 
might be helpful, if he could say in the House that afternoon that he 
hoped that the Courfs recommendations would provide the basis 
for a settlement and that as soon as they were known he would invite 
the parties to the dispute to discuss them with him. 

The Prime Minister, summing up a brief discussion, said that, 
while the Cabinet did not dissent in principle from this proposal, it 
would be inadvisable for the Government to be too definitely 
committed to endorsing in advance the findings of the Court of 
Inquiry or to commending them to the parties to the dispute as 
necessarily the appropriate basis for a settlement. 

The Cabinet— 
(1) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion and invited the Secretary of State 
for Employment and Productivity to be guided 
accordingly. 

The Home Secretary said that on 21 July he and the Minister 
of Transport had sought an assurance from the Transport and 
General Workers Union (TGWU) about the willingness of dockers 
to co-operate in unloading perishable cargoes. The TGWU leaders 
had replied on 22 July, saying that they were prepared to recommend 
their Port Union Organisations to consider favourably approaches 
by the Port Emergency Committees (PECs) relating to clearly 
identifiable food cargoes of an essential nature which were genuinely 
in danger of deterioration. This qualified response was itself 
subject to conditions, namely that the wages, salaries and profits 
so earned should be remitted to an agreed charity and that any 
action by the dockers should be confined to ships at present in port. 
The letter reaffirmed TGWU approval for dockers' co-operation in 
dealing with such items as emergency medical supplies and food for 
offshore islands. It emphasised, however, that co-operation as 
regards perishable cargoes would be more readily provided if the 
Government exercised their powers to enforce rigid price controls 
over imported food. The reaction in the Press to the TGWU letter 



suggested that the general public were not expecting the 
Government to respond by putting Servicemen into the docks 
immediately; and at present there appeared to be no specific 
requirement for dealing with any really important cargo. 

The Minister of Transport said that some 220 ships were now 
idle in British ports, 47 of them carrying food; and 37 ships were 
awaiting entry to ports, 12 of which had food cargoes. Out of a 
normal work force of about 37,000 at the docks in question only 
about 500 men were actually working. The conditions attached to 
the TGWU letter of 22 July would make the local trade union 
organisations the judges of what cargoes were essential and at risk 
of deterioration; and this would be unacceptable to the Government. 
He had asked the PECs to seek local trade union co-operation to 
deal with all perishable cargoes and to eliminate discrepancies in the 
treatment of supplies to and from offshore islands, referring to the 
TGWU letter in support of both requests. At present there were 
marked inconsistencies in the willingness of dockers at individual 
ports to deal with supplies to and from Northern Ireland and the 
offshore islands. At Barry, dockers were to consider that day 
whether they should unload two cargoes of bananas; and, despite 
the reference in the TGWU letter, they had made it clear that they 
would expect their wages to be paid to them and not contributed to a 
charity. 

In discussion the Cabinet were informed that, although the prices 
of some foods had increased as a result of a marginal reduction in 
the quantities available, substantial stocks of the main foodstuffs 
were available. Meat had come forward both from home producers 
and from cold stores outside the dock areas. Use of Servicemen 
in the docks might cause an initial reduction, rather than an increase, 
in deliveries of meat; and the Government would therefore remain 
subject to criticism in relation to the higher price of meat over the 
week-end, whether or not Servicemen were used at once. Moreover, 
public opinion was probably not yet prepared for the drastic action 
of using Servicemen in the docks. At the present juncture it was 
more important to seek to convince the TGWU that they should 
retract their unreasonable conditions or to expose their inability to 
implement satisfactory assurances. They should therefore now be 
asked for unconditional co-operation in moving food supplies; and 
Ministers should review the situation on Monday in the light of the 
dockers' response. It was not only the risk of spoiling a cargo which 
should determine the priorities for handling it but the community's 
need for supplies of the products in question. But no real shortages 
were expected before the following week; and by Monday the 
Government might hope to know the probable outcome of the 
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Court	 of Inquiry. On balance, therefore, it might be wiser not to 
force the issue to a head before then, especially since there was some 
reason to suspect that the TGWU leaders and the dockers were not 
in the	 mood for long, hard conflict and that they might be ready 
to settle for a moderate concession. 

On the other hand it was argued that public opinion was 
principally concerned about increased food prices and that the 
Government should therefore make it plain that it was the refusal 
of the dockers to handle food cargoes which was the cause of these 
increases. This applied particularly to meat, which was clearly an 
essential import; and the request to the TGWU should specifically 
relate to the need to move meat cargoes, in order to maintain 
supplies. Although this might make it necessary to introduce Service 
labour into the docks within the next few days and so sour the 
atmosphere just before the receipt of the report of the Court of 
Inquiry, this might be preferable to deferring the use of Servicemen 
in the docks until the following week, when negotiations for a 
settlement might be at a delicate stage and the demand for 
Government action as regards essential supplies might have become 
irresistible. Moreover, a decision to introduce Servicemen into the 
docks very shortly after the House of Commons had gone into 
Recess would be liable to invite political criticism. The TGWU 
should therefore be challenged now to give unqualified assurances 
about handling specific cargoes or types of cargo. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that, on balance, no action should be taken which 
would lead to using Servicemen in the docks before Monday, 27 July. 
They recognised, however, that, despite the strong arguments against 
taking action in the coming week which might antagonise the 
dockers immediately after the Court of Inquiry had reported, the 
introduction of Service labour might then prove unavoidable. A 
reply should be sent that day to the letter of 22 July from the TGWU 
leaders, making it clear that the Government had a duty to ensure 
that food and other essential supplies continued to be available to 
consumers in adequate quantities. Ministers would consider the 
draft of this reply later that day; and they would also need to 
consider how best to resolve the problem of disposing of Northern 
Ireland agricultural produce, on which it was expected that there 
would be a request from the province in the course of the day. 

The	 Cabinet 
(2) Invited the Home	 Secretary to arrange for the Ministerial 

Committee on Emergencies to consider later that d a y  
(i) the	 text of an immediate reply to the letter of 

22 July from the Transport and General Workers' 
Union about dockers' co-operation in handling 
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perishable cargoes, on the lines indicated in the 
Prime Ministers summing up of their discussion; 

(ii) the	 most appropriate means of dealing with the 
problem of Northern Ireland's agricultural 
produce, if a request for help was received from 
the Northern Ireland Government. 

SECRET 
6. The Cabinet considered memoranda by the Prime Minister 

(CP (70) 24) about the economic outlook, by the Chief Secretary, 
Treasury (CP (70) 20) about the review of public expenditure and by 
the Minister of Agriculture, Fisheries and Food (CP (70) 22) about 
agricultural policy and proposed changes in support arrangements. 

The Prime Minister said that in reviewing public expenditure 
full account would have to be taken of the economic situation in 
which the Government found themselves, of the economic prospect 
and of its implications for their policy objectives. The outlook was 
deteriorating; and there was no present room for manoeuvre. While 
it might prove possible to relieve the economy of some of the 
burden of short and medium-term debt, our ability to do so while 
maintaining the confidence of our creditors would in turn depend on 
the Governmenfs success in controlling public expenditure and 
stimulating savings. Pledges to reduce the burden of taxation and 
to restore the competitive vitality of the British industry could only 
be fulfilled if the rate of inflation was reduced, the rate of personal 
savings was increased and a large reduction was secured in the total 
of public expenditure on goods and services, not merely in transfer 
payments. This would require a willingness among spending 
Ministers to accept reductions in programmes which from a purely 
Departmental standpoint they would be reluctant to make. They 
should not, however, look simply for cuts in existing expenditure 
but for ways in which the reshaping of their policies and expenditure 
as a whole would contribute to the necessary reduction in total 
spending. A major cut in public expenditure was required in order 
to provide the room for manoeuvre which the Government at present 
lacked and to enable them to adopt the necessary taxation and other 
policies required for future economic expansion. 

The Chief Secretary, Treasury, said that he had taken as the 
immediate target for net savings in expenditure by 1974-75 the figure 
of £1,700 million, with a start of some hundreds of £ million in 
1971-72. Some £650-£700 million would be saved by 1974-75 



by abolishing investment grants. The bulk of the saving would, 
however, have to be returned to industry in one way or another 
in order to restore company liquidity and to avoid a reduction 
in investment. While, therefore, this sum might be regarded 
as available to reduce corporate taxation, it could not be expected 
to make any substantial contribution to the reduction of personal 
taxation. A further cut of at least £600 million in the programmes 
inherited from the previous Administration would be needed merely 
to avoid further increases in taxation. While the remaining 
£300-£400 million out of the proposed £1,700 million reduction 
would, if saved in terms of real resources, be available for the 
relief of taxation, there were other constraints which suggested that 
even that scope might be reduced. For example, additions to 
expenditure which had already been agreed by the present or 
previous Administration, together with further proposals already in 
course of development, might increase expenditure by 1974-75 by 
well over £100 million a year, without taking into account additional 
expenditure which might be proposed on primary schools, hospitals, 
space research or the continued deployment of the armed forces 
East of Suez. In his memorandum he had indicated certain areas 
where savings might be found within the policies which the 
Government had put forward in their Election Manifesto. They 
involved a very large change in the scope and methods of support 
in the fields of housing, agriculture and industry. But the 
proposals affecting the social services were comparatively small 
and, indeed, would be partly offset by the need for additional 
selective assistance. It would be necessary to study the impact of 
the proposals as a whole on individual income groups, particularly 
those living just above subsistence level. In the long term a major 
study of methods of financing the social services would be needed. 
While a change would not release real resources or relieve the 
pressure on the economy, it would affect the direct burden of 
taxation. Further consideration should also be given to the 
advantages of selling off some of the capital assets of the 
nationalised industries which were not directly connected with their 
main functions; but account would have to be taken of the 
implications of forfeiting income in cases where these assets were 
directly profitable. Further consideration might be given to larger 
reductions in expenditure by local authorities; the possible savings 
so far identified might reduce their expenditure by some 4 per cent 
in 1974-75. Miany of the proposals would require legislation; 
and the consequences for the legislative programme would have to 
be taken into account. He invited the Cabinet to endorse the broad 
objectives for the public expenditure review; to agree that he should 
seek savings in the directions outlined in his memorandum and that 
further official examination of the proposals in question should be 



urgently pursued with the Treasury; to agree that officials should 
examine any other areas of expenditure where worthwhile savings 
might be found; and to agree that the results of the review and 
the decisions reached should be reported to the Cabinet in 
mid-September in order that they might be reviewed in time to 
allow for the publication of a White Paper on public expenditure 
soon after Parliament reassembled. 

In discussion some concern was expressed at the limited scope 
for tax reductions which would be provided even if expenditure was 
successfully reduced by the amount now envisaged. The Budget 
surplus and the buoyancy of revenue had suggested that larger tax 
reductions should be possible. Moreover, tax reductions would 
themselves help to stimulate the economy and so produce faster 
growth, which would in turn provide scope for further reductions. 
On the other hand it was pointed out that the public expenditure 
programmes inherited from the previous Administration would, if 
implemented, have required substantial increases in taxation. 

Moreover, the scope for reductions depended critically on the 
degree of pressure on real resources in the economy as a whole 
and on the relationship between public expenditure, consumption, 
investment and exports rather than on the size of the Budget surplus 
or deficit. The pressure of demand was high in many industries; 
and the rising unemployment figures did not necessarily provide a 
reliable indication of the degree of slack in the economy. This was 
growing and was currently expected to continue to grow more slowly 
than those of our principal competitors. More thought therefore 
needed to be given to long-term economic policy in order to ensure 
that the growth of productive potential and its fuller use was 
stimulated. This would in time provide more scope for reducing 
taxation; but it would be wrong to pre-empt such additional 
resources before they became available. Nevertheless, even if the 
Government had to accept the present constraints on their freedom 
of action, they should make sure that the public understood to what 
extent they had been obliged to cut the programmes which they had 
inherited even to enable taxation to be held at existing levels. 

In further discussion the following points were made: 
(a) It might be possible to realise the value of certain of the 

capital assets held directly by the Government as well as by the 
nationalised industries. Any such proposals, however, would need 
to be considered in relation to their effect on current expenditure 
over the years as well as to the immediate benefit from the sale. 

(b) The nationalised industries would be aware that the 
Government were undertaking a complete review of public 



expenditure. It would not be appropriate, however, to discuss 
possible savings with them directly at this stage. 

(c) Certain of the proposals would have implications for regional 
development. They might indeed, provide scope for better and more 
direct ways of stimulating development; but the implications should 
be fully considered in relation to regional policy as a whole. 

(d) In the context of agricultural support the Government were 
committed to replacing the system of deficiency grants by import 
levies. The main problems were international and included the 
effects on our balance of payments, trade agreements with 
Commonwealth and other countries and the negotiations for entry 
to the European Economic Community (EEC). While it might not 
be feasible to seek to introduce a comprehensive change in the 
system of support concurrently with the negotiations with the EEC, 
negotiations might be started forthwith for the introduction of new 
minimum import price schemes for beef, cereals and lamb, with the 
intention of introducing them in the autumn. On the other hand 
the implications of embarking on an interim scheme in respect of 
these three products needed further consideration. It might, 
therefore, be appropriate to invite officials to report in September 
both on the introduction of a comprehensive levy scheme in, say, 
1972, when the outcome of the EEC negotiations should be known, 
and separately on the scope for interim piecemeal action in respect 
of particular products. 

(e) In seeking savings in the fields of research and development 
it would be important to review priorities across the whole field, both 
civil and military. In addition to public expenditure savings the 
release of skilled manpower could be of value to industry. 

(/) The immediate closure of the Open University would not 
only imply that money already spent would be abortive but would 
also entail cancellation charges, of the order of at least £8 million, 
in respect of the various contracts already made. Moreover, 
although no undertaking to continue the University had been given 
by the present Administration, closure would be liable to be resented. 
In the circumstances it would be more appropriate to give urgent 
consideration to the possibility of reducing the immediate intake of 
students and then to reconsider the role of the University in the 
longer term with a view to obtaining more substantial reductions 
in its costs. 

The Prime Minister, summing up the discussion, said that the 
/Cabinet endorsed the Chief Secretary's proposals as regards the 
broad shape and size of the reductions to be made in public 
expenditure in the light of the economic situation and prospect. 
The Chief Secretary should now put detailed proposals to spending 
Ministers, in order that these might be discussed by officials and, 



subsequently, between the Ministers directly concerned. So far as 
possible agreement should be reached in these bilateral discussions; 
but in any event their outcome should be reported to the Cabinet by 
mid-September. Arrangements should be made for the Minister of 
Agriculture and the Chief Secretary, in consultation with the 
Chancellor of the Duchy of Lancaster and the President of the Board 
of Trade, to give further consideration to both the longer term 
proposals for the introduction of a comprehensive levy scheme and 
the practicability of an interim scheme for selected commodities on 
the lines indicated in the discussion. The possibility of reducing 
the intake of students to the Open University in the current year 
should be considered urgently, since a decision on this subject was 
needed before September. A review of the longer term prospects 
for substantial savings under this head should be undertaken in time 
for consideration in the general review of public expenditure in the 
autumn. He himself would offer some suggestions about fields in 
which expenditure might be reduced consistently with the 
Governments policy objectives; and all Ministers should similarly 
review the expenditure of their Departments, and inform the Chief 
Secretary of the areas of possible economy. The inclusion of items 
in existing programmes was not, in itself, adequate justification for 
continued expenditure. In all these studies full regard should be 
paid to the redeployment of resources to fulfil the Governments 
policy objectives and to the political and practical problems involved 
as well as to the need for immediate cash savings. Even economies 
on the scale proposed by the Chief Secretary, however, would 
provide relatively little scope for reductions in taxation; and it was 
essential that the Governments room for manoeuvre in this respect 
should not be prejudiced by proposals for additional expenditure. 
These should only be put forward where they were genuinely 
unavoidable; and, so far as possible, compensating savings going 
beyond those already under consideration, should be proposed at the 
same time. So far as possible all additional bids for expenditure 
and proposals for compensating savings should be considered in the 
autumn, together with the proposals for reductions now remitted for 
examination. In any event, no announcement should be made in 
the meantime of any policy changes affecting public expenditure 
until he had been consulted; and Ministers should ensure that full 
confidentiality was maintained in respect of all the matters under 
consideration. He would also consider, in consultation with the 
Lord President and the Chief Secretary, how the Government could 
best make clear the extent to which their scope for effecting tax 
reductions and for implementing certain other elements of their 
policies had been limited by the commitments which they had 
inherited. 



The	 Cabinet— 
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 

(2) Endorsed	 the broad objectives of the public expenditure 
review, including the target of £1,700 million net savings 
in expenditure by 1974-75, as set out in CP (70) 20. 

(3) Invited the	 Chief Secretary, Treasury, to discuss proposals 
for reductions in public expenditure with the Ministers 
concerned and to make detailed recommendations to the 
Cabinet by mid-September. 

(4) Invited all Ministers— 
(i) to	 review their Departments' expenditure and to 

notify the Chief Secretary, Treasury, of other fields 
in which reductions in expenditure might be 
sought; 

(ii) to	 ensure that no proposals for additional 
expenditure were submitted except where they 
were unavoidable and where every effort had been 
made to find compensating savings; 

(iii) to	 be guided in their review of their Departments' 
expenditure by the summing up by the Prime 
Minister of their discussion; 

(iv) to ensure that no announcements of changes in policy 
affecting public expenditure were made without 
consultation with the Prime Minister and the Chief 
Secretary, Treasury. 

(5) Took note	 that the Prime Minister would arrange for the 
Minister of Agriculture and the Chief Secretary, 
Treasury, in consultation with the Chancellor of the 
Duchy of Lancaster and the President of the Board of 
Trade, to examine the eventual introduction of a 
comprehensive levy scheme after the outcome of our 
EEC negotiations was known, and to examine, and to 
report by mid-September on a possible interim scheme 
for selected commodities on the lines suggested by the 
Minister of Agriculture. 

(6) Invited the Secretary of State for Education and Science, in 
consultation with the Chief Secretary, Treasury— 

(i) to	 examine urgently the possibility of reducing the 
first intake to the Open University and to report 
the position to the Cabinet, if possible, in the 
following week; 



(ii) to	 consider further the possibility of making 
additional reductions in expenditure on the Open 
University and to report the outcome to the 
Cabinet by mid-September. 

CONFIDENTIAL 
Broadcasting 7. The Cabinet were informed that the Ministers concerned 
Policy  j i a ( j agreed that  Parliamentary statement should be made before 

the Recess about the future of the Committee of Inquiry into 
Broadcasting under the chairmanship of Lord Annan. The statement 
would indicate that the Government were not convinced of the value 
of launching another major inquiry into broadcasting at the present 
time; that they therefore proposed to release Lord Annan from his 
commitment as Chairman of the Committee of Inquiry into 
Broadcasting which had been constituted by the previous 
Government; and that the Minister of Posts and Telecommunications 
proposed to invite the Television Advisory Committee to report 
early in the following year on the main technical issues involved, 
on the basis that thereafter the Government would consider whether 
an inquiry into the structure of broadcasting after 1976 was desirable 
and, if so, what form it should take. 

a

The Cabinet -
Agreed that the Minister of Posts and Telecommunications 
should make a statement in Parliament that day on the 
lines indicated in their discussion. 

Cabinet Office, S.W.1, 


24 July, 1970. 
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Industrial 
Affairs 
National 
Docks Dispute 
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CM (70) 8th 
Conclusions, 
Minute 5) 

CM 9 (70) 

CONFIDENTIAL 
 1. The Prime Minister said that recent Press reports suggested 

that there might have been some premature and unauthorised 
disclosure of certain of the Governmenfs intentions. It was 
essential for the Government to establish from the outset a high 
standard of discretion. All Ministers should therefore review the 
Departmental circulation of the papers of the Cabinet and its 
Committees with a view to restricting them to those individuals who 
needed to be informed about them; and they should impress upon 
their staffs, both Ministerial and official, the importance of preserving 
the confidential character of the Governmenfs deliberations. 

SECRET 
2. The Secretary of State for Employment and Productivity 

said that the report of the Court of Inquiry into the docks dispute, 
which had been published on 27 July, had recommended certain 
improvements in the port employers' last pay offer but had rejected 
the trade unions' demand for an increase in the national time rate 
which, if granted, would have led to an uncontrollable wage drift 
with a large increase in dockers' earnings. The only new element 
in the pay offer recommended by the Court of Inquiry was an 
increase in the overtime rate; and it should be possible to insulate 
this from other elements in the general earnings level of dockers. 
There was now a reasonable prospect that the dockers' pay increase 
could be maintained at the level of the Court of Inquiry's 
recommendations; this would amount to an increase of 
approximately 7 per cent in place of the 4 per cent represented by 
the employers' last offer. Even at this higher level, a settlement with 
the dockers would represent a real contribution to moderating the 
rate of increase in pay settlements so far in the current year. 

The port employers had made it clear that they accepted the 
recommendations of the Court of Inquiry and that, as soon as the 
strike was called off, they would make a corresponding pay offer. 
But they had made it equally clear that they would refuse to make 
any further concession. The representatives of the Transport and 
General Workers' Union (TGWU) had agreed to put the findings 
of the Court of Inquiry and the statement of the port employers to 
a dock delegate conference on Wednesday, 29 July. There was some 
reason to think that Mr. Jack Jones, the General Secretary of the 
TGWU, was anxious to call off the strike and to accept the proposed 
settlement; and he was to see representatives of the dockers before 
the delegate conference with a view, it was thought, to securing 
support for acceptance of the Court of Inquiry's recommendations. 
It was impossible, however, to predict the outcome of the conference. 
It might accept the recommendations as a basis for negotiation and 
agree to call off the strike. If so, it might be expedient to accept 
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this formula on the basis that it would be so interpreted as to confine 
the subsequent negotiations to the implementation of Stage II of the 
measures of port modernisation recommended by the Committee of 
Inquiry into the Port Transport Industry (Devlin Report). On the 
other hand the official strike might be called off but substantial 
unofficial action might continue at a number of ports for some time. 

The Minister of Transport said that some 265 ships were idle in 
British ports, 62 of them carrying food. Only 500 dockers out of 
the normal labour force were working. Substantial supplies of meat 
and other foodstuffs were in store in the dock areas as well as in 
ships awaiting unloading; and these were available for delivery to 
the markets as soon as the dockers or Servicemen took up the work 
of unloading. But there had been a disappointing response to the 
TGWU appeal to dockers to co-operate in dealing with essential 
supplies of perishable food; and it appeared that the attitude of the 
dockers had, if anything hardened rather than the reverse. 

In discussion the following main points were made: 
(a) Despite the agreement of the TGWU leaders to support 

action to maintain supplies to the offshore islands, supplies of sugar, 
flour and yeast in the Orkneys would be exhausted within a day or 
two; and, if the strike was not called off immediately, special action 
would be required. 

(b) If the strike were officially called off but unofficial action 
kept some ports closed, it might be difficult to deal with perishable 
foodstuffs in those ports or to maintain traffic with offshore islands 
which they served. It would be for consideration whether in these 
circumstances the improvement in supplies which the use of 
Servicemen would ensure would outweigh the hostile reactions which 
the deployment of Service labour might provoke. 

The Prime Minister, summing up the discussion, said that the 
special requirement of urgently needed supplies in the Orkneys 
should be assessed at once, in order to ascertain whether it might 
be met, if necessary, by the use of aircraft or naval vessels. The 
Cabinet would have to consider on the following Thursday whether 
to authorise the use of Servicemen in the docks if the national dock 
strike was not called off by the decision of the dock delegate 
conference on 29 July. 

The Cabinet— 
(1)	 Invited the Home Secretary to arrange for the Ministerial 

Committee on Emergencies to consider the problems 
which might arise if unofficial strike action persisted at 
certain ports after the official national dock strike was 
called off; and to report on the subject to the Cabinet on 
30 July. 

(2) Invited	 the Secretary of State for Employment and 
Productivity to make immediate representations to the 
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trade union leadership about the need for deliveries of 
urgent supplies of foodstuffs to the Orkneys. 

(3) Invited the	 Secretary of State for Defence, in consultation 
with the Home Secretary, the Secretary of State for 
Scotland, the Minister of Agriculture, Fisheries and 
Food and the Minister of Transport, to make the 
necessary preparations for delivering urgently needed 
food supplies to the Orkneys by the use of aircraft or 
naval vessels, in order that deliveries to the islands might 
be maintained if the dock strike was not cancelled on 
29 July and the dockers in the individual ports concerned 
continued to withhold co-operation for the purpose. 

(4) Agreed	 to resume discussion, on 30 July, of the possible 
need for the use of Servicemen in the docks. 

SECRET 
 3. The Cabinet considered a memorandum by the Lord 

P r e s i d e n t  o f t h e Council (CP (70) 27) outlining proposals for the 
legislative programme for the remainder of the 1970-71 Session. 

The Lord President said that, with the support of his colleagues 
on the Ministerial Committee on Future Legislation, he had sought 
to confine the legislative programme within the limits indicated by 
the Parliamentary timetable and the drafting resources likely to be 
available. He had also been concerned to avoid imposing too heavy 
a load on individual Ministers and their Departments. 

In discussion it was suggested that, if the programme appeared 
rather light, full account must be taken of the Industrial Relations 
Bill, which would take a good deal of time on the Floor of the House. 
Moreover, if Second Reading Committee and Private Members' Bills 
were excluded, the programme provided for more major Bills than 
had been passed by the previous Administration in their last full 
Session. In total, therefore, the proposals should be fully adequate; 
and the need of the House of Lords for a supply of Bills in the 
period before Christmas should be borne in mind when Bills were 
being introduced. 

In further discussion the following main points were made: 

(a) It might be better to defer Industrial Training until the 
following Session, when the Governmenfs review of the industrial 
training system would be complete. Legislation might be needed 
in the current Session, however, in the Prices and Incomes Board/ 
Monopolies Commission field. 

(b) A Bill to increase the allowance of the Lord High 
Commissioner to the General Assembly of the Church of Scotland 
might	 raise the whole question of the Civil List; and, although 
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political considerations favoured its early introduction, it would be 
preferable to defer legislation until the Government had decided 
their policy on the Civil List. Similar considerations applied in 
connection with the salary of the Governor of Northern Ireland. 

(c) There might be a case for early legislation on Cigarette 
Smoking to require the display of warnings on packets; similar action 
in the United States had produced valuable results. 

(d) The abolition of State Management in Scotland should wait 
until the Government were ready to deal with the same issue in 
England, even if in the meantime some capital investment on hotels 
had to be restricted. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the proposals in CP (70) 27, subject to the points 
made in discussion. In so doing they wished to emphasise the 
importance of avoiding ill-considered legislation and, therefore, 
ensuring that the necessary decisions on policy and the preparation 
of drafting instructions were pressed ahead as rapidly as possible. 

The Cabinet— 

Approved the proposals in CP (70) 27, subject to the points 
made in discussion. j 

SECRET 
4. The Cabinet considered memoranda by the Minister of 

Technology (CP (70) 15), the President of the Board of Trade 
(CP (70) 23), the Attorney-General and the Solicitor-General 
(CP (70) 17) and the Chief Secretary, Treasury (CP (70) 25) about 
the Concorde aircraft project. 

The Minister of Technology said that the previous Government 
had agreed to maintain United Kingdom collaboration in this project 
until the end of June 1970, and had informed the French 
Government that they regarded their commitments as limited to that 
date. Discussions with the French authorities which had been 
planned for June had been postponed because of the General 
Election; but it would be necessary to reinstitute them shortly. The 
flight trials of the aircraft so far had been successful; and the critical 
trials at twice the speed of sound would take place in the next few 
weeks. The evaluation of those trials, however, would not be 
complete until March 1971; and it would not be possible until then 
to establish whether there was a case for cancelling the project on 
technical grounds. The economic prospects for the aircraft were 
not very encouraging; but, if 50 aircraft were sold, foreign exchange 
earnings might amount to some $1,200 million. This was the lowest 
estimate of probable sales if the trials were successful; and it was 
possible that airlines might be forced by competitive pressure to buy 
a larger number, although they would prefer not to have to deal 
with the introduction of supersonic planes in the next few years. 



A high load factor might compensate for any slight reduction in 
carrying capacity; and, while there might be difficulties about using 
the plane on overland routes, there was a substantial network of 
routes for which it would be suitable. The Concorde represented 
the largest technical project in Western Europe. Some 20,000 
employees were involved in this country; and cancellation without 
the agreement of the French Government would not only seriously 
damage Anglo-French relations but also have serious repercussions 
on our aero-space industry as a whole and on our national prestige. 
He therefore invited the Cabinet to agree that the Concorde project 
should continue until 31 March, 1971, when the position might be 
reviewed in the light of the flight test results and the reactions of the 
airlines, and that he should discuss the position with the French 
Minister of Transport on that basis. 

The Attorney-General said that, if Britain withdrew from the 
Concorde project against the wishes of the French Government and 
were taken to the International Court, the Court would on balance 
be more likely to find in our favour than against us. If, however, 
they did find against us, our liability would probably be of the order 
of £40-£60 million; but the possibility of an award up to £230 million 
could not be completely excluded. If the Cabinet were to decide to 
withdraw from the project, there was no significant legal distinction 
between taking that decision now and taking it in March 1971. 

In discussion it was suggested on the one hand that, even if the 
Concorde successfully met its design specifications, there was no 
prospect of its proving an economic success. If the project continued, 
some £250-£300 million more would have to be spent between now 
and 1974-75 than if it were cancelled now. There was little prospect 
of any return on future development expenditure; and there might 
even be some loss on production loans. The British Overseas 
Airways Corporation would require a subsidy to operate it; and 
Air France might well take the same view when they had completed 
their current studies. Moreover, there was considerable doubt 
whether Concorde would reach its payload/range target even if the 
engine nozzle were completely redesigned at a cost likely to exceed 
substantially the estimate of £30 million. There was also a real 
possibility that the take-off and lateral noise levels would exceed 
those acceptable at, in particular, Heathrow and Kennedy airports; 
and this might delay the Concorde's entry into service until its 
larger American rival was almost ready to compete with it. If the 
project were continued until March 1971, and then had to be 
cancelled in the light of the results of the trials, an additional 
£45-£50 million would have been lost. Both this item of additional 
expenditure and the total cost of the project over the next five years, 
if it were continued, were very substantial in relation to the economies 
being sought in the current review of public expenditure. 



On the other hand it was argued that cancellation without the 
agreement of the French Government might seriously damage both 
Anglo-French relations in general and the current negotiations for 
our entry into the European Economic Community (EEC). It might 
be preferable, therefore, to delay a decision until it became clear 
whether our French partners also were convinced, in the light of the 
evaluation of the trial results, that the project should be cancelled. 
The impact of any unilateral cancellation on Anglo-French relations 
would be increased if we simultaneously decided to proceed with the 
BAC-311 project; but it might be at least partially offset if the 
United Kingdom decided to co-operate, instead, in the A-300B 
European Airbus project. 

In further discussion the following points were made : 

(a) The Concorde project employed some 20,000 individuals; 
but this was a relatively small proportion of the 240,000 labour force 
in the aero-space industry as a whole. Moreover, past experience 
suggested that the unemployment which would result from 
cancellation might prove to be substantially less than the numbers 
currently employed. 

(b) So much of the development work had already been 
completed that we could expect to derive little further advantage in 
the form of technological advances of general application from 
continuation of the project. 

The Prime Minister, summing up the discussion, said that there 
appeared to be little prospect that the Concorde would prove to be 
an economic success. If so, further consideration would have to be 
given to the precise point at which it might be desirable to cancel 
the project. On the one hand the cost of maintaining our 
collaboration even until March 1971 was substantial in relation to 
the reductions in public expenditure which the Cabinet would be 
considering in September. On the other hand there was a risk that 
unilateral cancellation at this stage would have adverse repercussions 
on our relations with France and on the EEC negotiations. In the 
circumstances the Cabinet would need to resume their discussion of 
both the Concorde and the BAC-311 projects at their following 
meeting. Thereafter he would consider further how the matter might 
best be pursued before the Cabinet reached a final decision. 

The Cabinet— 

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(2) Agreed to resume discussion of the Concorde and BAC-311 
projects at their next meeting. 

Cabinet Office, S.W.1, 

28 July, 1970. 






THIS DOCUMENT IS THE P R O P E R T Y OF 

H E R BRITANNIC MAJESTY'S GOVERNMENT 


Printed for the Cabinet. March 1971 

CM (70) 

9 f 

10th Conclusions Copy No. £ 0 

C A B I N E T 

CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street, S.W.1, on Thursday, 30 July, 1970 

at 10 a.m. 

Present: 

The Right Hon. EDWARD HEATH, M P , Prime Minister 

The Right Hon. REGINALD MAUDLING, The Right Hon. Sir ALEC DOUGLAS-

M P , Secretary of State for the Home HOME, M P  , Secretary of State for 
Department Foreign and Commonwealth Affairs 

The Right Hon. LORD HAILSHAM OF The Right Hon. ANTHONY BARBER, 

ST. MARYLEBONE, Lord Chancellor M P, Chancellor of the Exchequer 

The Right Hon. WILLIAM WHITELAW, The Right Hon. Sir KEITH JOSEPH, M P, 

Secretary of State for Social Services M p, Lord President of the Council 
The Right Hon. ROBERT CARR, M P  , The Right Hon. GEOFFREY RIPPON, 

Q c , M P , Chancellor of the Duchy of Secretary of State for Employment 
Lancaster and Productivity 

The Right Hon. MARGARET THATCHER, The Right Hon. GORDON CAMPBELL, 

M P  , Secretary of State for Education M P , Secretary of State for Scotland 
and Science 

The Right Hon. THE EARL JELLICOE, The Right Hon. PETER WALKER, M P  , 

Lord Privy Seal Minister of Housing and Local 
Government 

The Right Hon. PETER THOMAS, Q C , The Right Hon. JAMES PRIOR, M P  , 
M P , Secretary of State for Wales Minister of Agriculture, Fisheries 

and Food 
The Right Hon. MICHAEL NOBLE, M P , Mr. JOHN DAVIES, M P  , Minister of 

President of the Board of Trade Technology 

The following v re also present: 

The Right Hon. JOHN PEYTON, M P  , Mr. MAURICE MACMILLAN, M P  , Chief 

Minister of Transport (Item 3) Secretary, Treasury (Items 6 and 7) 

The Right Hon. FRANCIS PYM, M P , LORD BALNIEL, M P  , Minister of State 
for Defence (Items 1-6)Parliamentary Secretary, Treasury 

Sir GEOFFREY HOWE, Q C, M P , Solicitor-The Right Hon. Sir PETER RAWLINSON, 
Q C, M P , Attorney-General (Items General (Item 5) 
3-7) 



Secretariat: 

Sir BURKE TREND 

Sir ROBIN HOOPER 

Mr. J. CROCKER 

Mr. B . G . TUCKER 

Mr. G . F . KEAR 

Mr. J. D  . FARMER 

CONTENTS 

Subject 

THE CABINET 

OVERSEA AFFAIRS 

Yemen Arab Republic 
Muscat and Oman 
Southern Africa 

INDUSTRIAL AFFAIRS 

National Docks Dispute 

London Airport 


PUBLIC SERVICE PAY 

INDUSTRIAL RELATIONS LEGISLATION 

PUBLIC SERVICE AND ARMED FORCES PENSIONS 

NATIONALISED INDUSTRIES PRICES 

Electricity and Steel Prices 



The Cabinet

Oversea 
Affairs 
Yemen Arab 
Republic 

Muscat and 
Oman 

Southern

Africa

11429 

CM 10 (70) 

SECRET 
1- The Prime Minister, on behalf of the Cabinet, extended a 

warm welcome to Mr. John Davies, M P  , on his appointment as 
Minister of Technology. 

SECRET 
2. The Foreign and Commonwealth Secretary said that, in the 

light of the recent agreement between the Royalist and the 
Republican factions in the Yemen, we had decided to recognise the 
Government of the Yemen Arab Republic. 

The Foreign and Commonwealth Secretary said that the Sultan 
of Muscat and Oman had been overthrown in a palace revolution led 
by his son who had now replaced him. The coup had been effected 
with very little bloodshed, although the former Sultan himself had 
been slightly wounded and was now recovering in hospital in 
Britain. The new Ruler was likely to adopt more enlightened 
policies than his father; and the change would be welcomed in 
Muscat itself and by the other Rulers in the Persian Gulf. It was 
our intention to give immediate recognition to the new regime. 

The Cabinet— 

1.	 Took note of the statements by the Foreign and 
Commonwealth Secretary. 

The Foreign and Commonwealth Secretary said that his 
 Parliamentary statement in the previous week, announcing our 

intention to consider the sale of certain restricted categories of arms 
to South Africa, had been followed by strong reactions in certain 
other Commonwealth countries. President Nyerere of Tanzania had 
announced that, if Britain sold arms to South Africa, his country 
would leave the Commonwealth: and his lead had been followed by 
Presidents Kaunda of Zambia and Obote of Uganda. The attitude 
of other Commonwealth countries was unpredictable. But the 
possibility of similar action by India could not be discounted; and 
any lead given by India was likely to be followed by Ceylon. The 
situation had not been improved by premature disclosures of 
personal messages exchanged between the Prime Minister and other 
Commonwealth Heads of State and Prime Ministers and by the 
intervention of the Canadian Prime Minister, Mr. Trudeau. On the 
basis of emotional reactions and incomplete understanding of 
our intentions a situation had developed which might seriously 
threaten the stability of the Commonwealth. He had therefore 



thought it advisable, in the debate in the House of Commons on 
22 July, to emphasise that we had not yet taken any final decisions 
and that the process of discussion within the Commonwealth would 
continue. The situation had been further complicated by the fact 
that the South African Defence Minister, Mr. Botha, had expressed 
a desire to modify the Simonstown Agreement with a view to 
safeguarding any supplies of British arms to South Africa against 
possible changes of policy by successive British Governments. It 
was possible that, if the South African Government failed to obtain 
assurances on this point, they might decide that Britain could not be 
relied on as a source of arms supplies and might transfer all South 
Africa's arms orders to other suppliers, in particular France. It 
appeared, however, that the South African Prime Minister, 
Mr. Vorster, and the Foreign Minister, Dr. Muller, were reluctant at 
this stage to adopt this extreme course, to which their Service 
advisers were also opposed. 

In these circumstances our first step should perhaps be to obtain 
further clarification from the South African Government of their 
views on the Simonstown Agreement and the arrangements which 
they envisaged for safeguarding continuity in the supply of arms. 
Inquiries on this point were already in train: and, in the light of the 
South African reply, we should have to establish whether they still 
proposed to order arms from us (and, if so, what types) or whether 
they had decided to rely on other sources of supply. If they still 
wished to place orders in the United Kingdom, we should have to 
consider how we might meet their wishes and achieve our primary 
object of safeguarding the Cape sea route without further threatening 
the cohesion of the Commonwealth. Much of the trouble had 
arisen because the African Commonwealth countries had not only 
misinterpreted our intentions but were imperfectly acquainted with 
the facts. They seemed, for example, to be unaware of the 
co-operation in defence matters with South Africa which had existed 
under the previous British Administration even after the imposition 
of the arms embargo. They did not realise the threat to both our 
interests and their own which were posed by Soviet naval expansion. 
Nor, probably, did they appreciate the advantages to be derived, 
from their point of view as well as ours, from a continuance of the 
Simonstown Agreement, which provided inter alia that South 
African naval forces would be placed under British command in the 
event of war. An intensive effort was therefore needed to remove 
misapprehensions about our policies and to inform other Common
wealth countries about the background against which our decisions 
would have to be taken. For this purpose it might be useful if the 
Presidents of Tanzania, Zambia and Uganda could be invited to visit 
London, possibly on their way to or from the autumn meeting of the 
United Nations General Assembly. It might be possible to find some 



earlier occasion for personal discussions of this kind; but there was 
a risk that, if the three Presidents came to London before the 
Organisation of African Unity (OAU) meeting in August or the 
meeting of Heads of non-aligned States in Lusaka in September and 
if we then failed to convince them, the atmosphere at these 
subsequent meetings might be exacerbated. It might be preferable, 
therefore, to try to avoid being forced into any categorical statement 
of policy in regard to South Africa until after the Commonwealth 
Prime Ministers' Meeting in Singapore in January 1971. If we were 
able in the interval to secure a greater degree of understanding of 
our aims we might be able at the Singapore Meeting to gain a 
measure of support from those Commonwealth members who took 
a less extreme and emotional view. 

In terms of our policy towards southern Africa as a whole a 
balance had to be struck between our interests in South Africa on 
the one hand and in the Black African countries on the other hand; 
and we must make an assessment of the relative risks involved in 
the various policies open to us. Studies on these lines were being 
put in hand. In the last resort, however, we must retain our 
freedom to take our own decisions on defence and foreign policy, 
even though we must also take account of world opinion. An 
important factor in the situation was Rhodesia. The Government 
were committed to making a further attempt to establish whether a 
settlement of the Rhodesian problem was possible; and the leader 
of the illegal regime, Mr. Ian Smith, had given clear indications that 
he was expecting discussions to this end. Any exchanges of this kind 
might preferably be put in train before the necessity arose in 
November to renew the provisions of Section 2 of the Southern 
Rhodesia Act, 1965. In the longer term, however, a major effort of 
conciliation was required in southern Africa. The prospects of a 
general settlement in this area as a whole would require further 
detailed study; but one way of promoting it might be by way of a 
series of agreements between the European-dominated States and 
their African-ruled neighbours directed to proscribing aggression and 
subversive activities. Britain could perhaps hope to play a part in 
encouraging the development of such a system, with a view to 
creating a larger framework in which such issues as arms for South 
Africa and the Rhodesian problem would fall into better perspective 
and be susceptible of treatment in a less emotional climate than at 
present. 

In discussion it was suggested that pressure in Parliament for 
some further clarification of the Governmenfs intentions about arms 
sales to South Africa was likely to revive during the autumn. The 



Industrial 
Affairs 
National 
Docks 
Dispute 

(Previous 
Reference: 
CM (70) 9th 
Conclusions, 
Minute 2) 

South African Government, for their part, might press us about the 
interpretation of the Simonstown Agreement and about assurances 
on continuity of supplies. If they applied for a licence in respect of 
the export of a specific item of equipment, a decision might be forced 
on us; and, although there were arguments in favour of deferring a 
final decision until after the Singapore Meeting of Commonwealth 
Prime Ministers, this might prove to be impossible. A further 
consideration against delay was that, if we postponed a decision until 
after the Singapore Meeting, this might encourage those Common
wealth countries which took an extreme attitude on the South 
African question to use the Conference in order to try to bring 
pressure to bear on us. 

The Prime Minister, summing up the discussion, said that the 
first step was to ascertain the intentions of the South African 
Government as regards safeguards for the continuity of arms 
supplies and to establish whether they would be likely to abandon 
Britain as a source of supply and turn to other countries if we were 
unable to give them the assurances which they required. If this 
prove to be the case, a new situation would be created. But, on the 
assumption that the South African Government still wished to obtain 
arms from us, we should have, as a next step, to seek to ensure that 
the outcome of the OAU conference and the Lusaka meeting of 
Heads of non-aligned States was as little detrimental as possible to 
our interests. We should also consider inviting the Presidents of 
Tanzania, Zambia and Uganda to visit London on their way to the 
United Nations General Assembly. 

The Cabinet 

(2) Took note with approval	 of the Prime Minister^ summing 
up of their discussion. 

(3) Invited	 the Foreign and Commonwealth Secretary to 
proceed accordingly. 

CONFIDENTIAL 
3. The Secretary of State for Employment and Productivity 

said that a dock delegate conference on 29 July had voted, by 
a majority, in favour of accepting the recommendations of the Court 
of Inquiry into the docks dispute and had called for a resumption 
of normal working in the docks on Monday, 3 August. The Press 
had given prominence to the impression created by the leadership 
of the Transport and General Workers' Union (TGWU) that the 
terms of the pay settlement were more generous than the employers 
had indicated. In fact the real difference between the interpretations 



of the two parties was very small. Some dockers, particularly at 
Liverpool, Southampton and London might try to continue the strike 
on an unofficial basis. But it seemed unlikely that this action by 
militants would win general support; and by early in the following 
week the ports should be back to normal working. The Government 
would need to consider the revocation of the Proclamation of a State 
of Emergency; but it would be preferable to defer this step until there 
had been a general resumption of work. In the meantime the 
Servicemen who were ready for work in the docks could 
progressively be stood down; and, while no public announcement 
should be made, the Press could be discreetly informed to this effect. 

During the negotiations before the strike he had agreed to a 
request from the TGWU leadership to consider sympathetically an 
inquiry into the definition of dock work, if such a proposal was made 
at some future date. The recommendations made by a Committee 
on the subject under Mr. Peter Bristow, which had been appointed 
by the employer and trade union members of the port transport 
industry, did not offer a useful basis for action. It might be 
appropriate, however, to link a further inquiry into this subject with 
an examination of the future of the dock labour scheme; and both 
issues might best be pursued after the completion of the current 
phase of negotiations on stage II of the measures of port 
modernisation recommended by the Committee of Inquiry into the 
Port Transport Industry (the Devlin Committee), i.e., in about a 
year's time. 

The Minister of Transport said that there was a risk that 
unofficial strikes might continue in some ports despite the TGWU 
call for a return to work. In these ports there were several ships 
v/ith cargoes of food awaiting unloading. In these circumstances the 
Government should not yet surrender the special powers required to 
deal with an emergency. Even without the strike a number of 
Britain's ports would have been in a difficult financial situation; and 
measures to deal with this problem should be worked out before 
consideration was given to a new inquiry on the definition of dock 
work. 

In discussion the following main points were made— 
(a) Guidance should be given to the Press on the correct 

interpretation of the pay settlement in the docks with a view to 
countering the impression that the strike had been successful and 
that it had established a new standard for a general £20 a week 
minimum wage. 

(b) The Proclamation of a State of Emergency should not be 
revoked until after 3 August; but, if there was a general return to 



work, it would be difficult to justify the retention of Emergency 
Powers thereafter in order to deal with unofficial action in one or 
two ports. Parliament had been assured that the State of Emergency 
would be terminated at the earliest possible date. 

(c) The supply of urgent requirements of food to the Orkneys 
had not yet been arranged; and there was still likely to be some 
difficulty in making arrangements for this purpose either through 
Aberdeen or through Leith. It was not certain, however, that 
supplies of the items in question would be exhausted as quickly as 
had earlier been reported. The TGWU leaders had undertaken on 
the afternoon of 29 July to use their best endeavours to ensure that 
urgently needed deliveries took place; and, if the dockers did not 
co-operate at once, it would still be possible to have deliveries made 
to the Orkneys at short notice by aircraft or naval vessels. 

The Prime Minister, summing up the discusion, said that the 
Cabinet wished to congratulate the Secretary of State for Employ
ment and Productivity on the successful resolution of the national 
docks dispute. He should now try to ensure that the Press received 
a correct interpretation of the settlement. Provided that there was 
a satisfactory response on Monday to the TGWU's call for a return 
to work in the docks, the Proclamation of a State of Emergency 
could be revoked on Tuesday, 4 August. In the meantime the 
Ministry of Defence could arrange to stand down most of the 
Servicemen at present on call for work in the docks, provided that 
sufficient numbers remained at the immediate disposal of Ministers 
to allow their introduction to perform essential services in the docks 
if strike action continued after the weekend. No public statement 
need be made about the redisposition of Servicemen. Preparations 
should be made, however, for delivering urgently needed supplies to 
the Orkneys after the weekend by the use of aircraft or naval vessels, 
in case the normal service could not be provided through the ports. 
There might be advantage in the Governmenfs taking a reasonably 
early initiative to arrange an inquiry into the definition of dock work 
and the future ofthe dock labour scheme; and this possibility should 
be further considered. 

The Cabine t 

(1)	 Took note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(2) Invited	 the Secretary of State for Employment and 
Productivity, in consultation with the Lord President of 
the Council, to arrange for the Press to receive guidance 
on the correct interpretation of the settlement reached in 
the national docks dispute. 



(3) Invited	 the Home Secretary, in consultation with the 
Secretary of State for Employment and Productivity, the 
Secretary of State for Scotland and the Minister of State 
for Defence, to establish the requirements of the Orkneys 
for urgently needed food supplies which could not be 
delivered by the normal services and to arrange, if 
necessary, for them to be transported by aircraft or naval 
vessels on or after 3 August. 

(4) Invited the Minister of State for Defence to arrange for the 
return of Servicemen to their normal assignments on the 
basis indicated in the Prime Ministers summing up. 

(5) Invited	 the Home Secretary, in consultation with the 
Secretary of State for Employment and Productivity and 
the Minister of Transport, to consider on 4 August 
whether the Proclamation of a State of Emergency 
should be revoked; and to arrange for the Prime Minister 
to be informed of their conclusion. 

(6) Invited	 the Minister of Transport to prepare an early 
assessment of the financial position of the port 
authorities; and the Secretary of State for Employment 
and Productivity to arrange, on its completion, to 
consider, in consultation with the Minister of Transport, 
whether the Government should initiate an inquiry into 
the definition of dock work and the future of the dock 
labour scheme. 

London The Secretary of State for Employment and Productivity said 
Airport jkaj- a  Q I f inquiry, which had recently presented a report on the O U T  0 

pay of firemen at London Airport, was due to present on 7 August 
a further report on the dispute over the granting of contracts to 
General Aviation Services Limited to carry out certain work at 
London Airport. This, like the report on firemen's pay, would very 
largely reject the arguments of the trade unions; and this second 
rejection of their claims might lead to some disruption of operations 
at London Airport in the near future. 

The Cabinet

(7)	 Took note of the statement by the Secretary of State for 
Employment and Productivity on the possibility of 
industrial action at London Airport. 
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SECRET 
4. The Lord Privy Seal said that the Cabinet had invited him, 

in consultation with the other Ministers most closely concerned, to 
consider the most appropriate timing of the publication of the Tenth 
Report of the Standing Advisory Committee on the Pay of the 
Higher Civil Service, together with the Governmenfs decision on 
the issues involved and on the pay of Board members of nationalised 
industries. He had prepared a draft of an announcement which 
might be released on the following day; but it would be acceptable 
for it to be deferred until the following week if necessary. The 
Governmenfs decision on the related question of the pay of the 
higher judiciary should not, however, be announced until the 
necessary Order was laid before Parliament in due course. 

The Minister of State for Defence said the Cabinet had asked 
for further consideration to be given to the possibility of referring 
the pay of senior officers of the Armed Forces to the National Board 
for Prices and Incomes (NBPI). It was now envisaged that the 
NBPI should be asked to make an early report on this matter under 
their standing reference; and this decision also might be included in 
the proposed announcement. 

The Secretary of State for Social Services said that it had been 
suggested at a separate meeting of Ministers that the Governmenfs 
conclusions about doctors' and dentists' pay, on which he had had 
consultations with the Chairman and Secretary of the British Medical 
Association, might be announced at the same time. This announce
ment, too, could be deferred, if necessary, until the following week. 

In discussion it was the general view that the announcements 
involved should be made during the second half of the following 
week. It was suggested, however, that successive statements of the 
Governmenfs decisions might attract less public attention and carry 
less risk of provoking repercussions on other pay demands than one 
comprehensive announcement. It should in any case be made clear 
that the awards in question represented the final stages of the 
implementation of pay proposals which had been at issue during 
the tenure of office of the previous Administration. In the 
announcement relating to the Higher Civil Service and nationalised 
industry Board members it might be preferable to avoid specifying 
the present and new salary levels in detail. 

The Prime Minister, summing up the discussion, said the 
Cabinet agreed that the Governmenfs decisions on the pay of the 
Higher Civil Service and of nationalised industry Board members, 
the decision to invite the NBPI to make a further report on the pay 
of senior officers in the Armed Forces and the further award to 
doctors and dentists should be announced during the latter part of 
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the following week. The Lord President, in consultation with the 
Secretary of State for Social Services, the Secretary of State for 
Employment and Productivity and the Lord Privy Seal, should give 
further consideration to the timing and terms of these announce
ments having regard to the points made in discussion and should 
also consider whether it would be preferable for the decisions to be 
announced simultaneously or in succession. Meanwhile, the Lord 
Privy Seal might inform the General Secretary of the Staff Side of 
the National Whitley Council, in confidence, that a decision on the 
pay of the Higher Civil Service would be announced in the course 
of the following week. 

The Cabinet
(1)	 Took note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Invited the Lord President, in consultation with the Secretary 

of State for Social Services, the Secretary of State for 
Employment and Productivity and the Lord Privy Seal, 
to consider further the timing and terms of the necessary 
public announcement in the light of the points made in 
discussion. 

SECRET 
5. The Cabinet considered a memorandum by the Secretary 

of State for Employment and Productivity (CP (70) 30) presenting 
proposals for reforming the legal framework which regulated 
industrial relations. 

The Secretary of State for Employment and Productivity said 
that the Government were committed to introducing legislation on 
the subject in the present session of Parliament. The Bill would 
need to have its Second Reading before Christmas. In order to 
prepare for the necessary prior consultation with the Confederation 
of British Industry (CBI) and the Trades Union Congress (TUC) in 
September and for the work to be done by the Parliamentary 
draftsman it was necessary to decide forthwith on the BilPs main 
principles and its major and most controversial provisions. When 
in Opposition the Conservative Party had published in " Fair Deal 
at Work " detailed proposals for action. It would be necessary to 
modify, and to supplement, these proposals in certain respects; but 
for the most part the new legislation would incorporate them in full. 

A new Industrial Court should be set up to administer the 
proposed statute, with the existing Industrial Tribunals as a lower 
level in order to deal with cases arising out of industrial action in the 
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circumstances of a trade dispute. The relationship between the new 
machinery and the existing Courts, together with other points of legal 
procedure, would require further consideration in consultation with 
the Lord Chancellor. In principle, however, any collective 
agreement should be presumed in future to be enforceable in the 
Courts unless both parties to it agreed otherwise. This was as 
recommended in " Fair Deal at Work ". The provision would no 
doubt be strongly opposed by the trade unions; and, initially at least, 
few such agreements would be made. But the consequences in the 
longer term should be beneficial. With the same end in view and 
for the purposes of more immediate action, it was proposed to 
implement a proposal based on a recommendation in the report by 
the Royal Commission on Trade Unions and Employers, 1965-68 
(the Donovan Commission); and the Bill would therefore provide 
that, on application by the Secretary of State or by one of the 
negotiating parties, a procedural agreement could, if the Commission 
on Industrial Relations (CIR) found it suitable for the purpose (with 
any necessary modifications), be made legally enforceable by the 
Industrial Court. If so, the parties would be able to take proceedings 
in the Court for any breach of the agreement. In addition, the 
Secretary of State would have reserve powers to require employers 
to register collective agreements with his Department. 

The Bill would also provide that registered trade unions should, 
in general, have immunity from ordinary civil action in the Courts 
and immunity in the Industrial Court for acts committed in 
furthering a trade dispute, including sympathetic strikes and strikes 
about job demarcation and job assignment. The reasons for 
maintaining legal protection in relation to sympathetic strikes, while 
removing it in relation to secondary boycotts, were that the former 
might often constitute a reasonable form of action by a trade union; 
that it would be difficult to define the particular types of sympathetic 
strike to which protection should not be given; and that employers 
needed to enjoy comparable protection in relation to the 
corresponding action of sympathetic lock-outs to which they 
sometimes had to resort. The effect of these proposals would be that 
the trade unions would be liable to appear in ordinary civil or 
criminal courts only on account of torts not committed in the context 
of a trade dispute or prosecutions for illegal picketing but that they 
and other persons seeking to call an unlawful strike would be subject 
to restraint by the Industrial Court, which might include the award 
of damages or an injunction, the latter involving the possible sanction 
of imprisonment for non-compliance. Unlawful industrial action 
would be as defined in the sub-paragraphs to paragraph 20(b) of 
CP (70) 30. The Bill would provide for the right of individuals, 
separately or collectively, to withdraw their labour, subject only to 



the existing risk of discipline by the employer or action for breach 
of contract. In order to emphasise that the proposed legal framework 
would be confined to the civil, rather than to the criminal, sphere 
the Government should consider abolishing the existing criminal 
sanctions against strikers embodied in the Conspiracy and Protection 
of Property Act, 1875, as amended in the Electricity Supply Act, 
1919. The protection from legal action provided in the Trades 
Disputes Act, 1965, for an individual threatening to induce a breach 
of contract of employment should be withdrawn; but it would be 
made clear that the protection to be provided in the Bill for lawful 
industrial action would include threats to call a strike as well as the 
actual calling of a strike. The recommendation in " Fair Deal at 
Work " about trade union recognition would need to be extended 
to cover the more complex problems of a situation in which there 
was also an inter-union dispute. This was an important change, 
which went to the root of the problem of fragmented bargaining in 
industry. The Bill would provide that disputes about trade union 
recognition and bargaining structure could be referred by the 
Secretary of State, or by one of the parties, to the CIR for a 
recommendation on which trade union or unions should have 
negotiating rights. A trade union could thereafter have the CIR 
recommendations made binding by the Industrial Court, which, 
would make a decision on the issue on the basis of the majority vote 
in a ballot of the employees in question. If the employer 
subsequently refused to negotiate in good faith, the trade union 
would have the power unilaterally to ask for binding arbitration on 
a claim. On the other hand a trade union attempting to undermine 
established negotiating arrangements could be restrained by an 
injunction from the Industrial Court or could be sued for damages 
by the employer. In disputes which might endanger the national 
interest the Secretary of State would be given power under the Bill, 
without necessarily having in advance a report on the subject from 
a Board of Inquiry, to apply to the Industrial Court for an injunction, 
valid for up to 60 days, against the individuals calling a strike or 
lock-out. It was not proposed to maintain the recommendation in 
" Fair Deal at Work " that such disputes should be referred for 
compulsory arbitration; and the omission of the requirement for a 
Board of Inquiry before the application by the Secretary of State to 
the Industrial Court reflected the need to avoid delay and the 
possibility, which was always open to the Secretary of State, to have 
a Court of Inquiry at any time. Non-compliance with an injunction 
could lead in the last resort to imprisonment for refusal to pay a 
fine; but the sanctions would be directed not against the strikers 
themselves but only against those calling a strike. As an addition 



to the recommendations in " Fair Deal at Work " the Bill would give 
the Secretary of State a general power, not limited to national 
emergencies but subject to authorisation by the Industrial Court, to 
demand a ballot before any major strike, if the views of the trade 
union members involved appeared not to have been adequately 
canvassed. 

The Bill would provide for a new Registrar with whom trade 
unions would be required to register in order to qualify for 
legal immunity. The Registrar would ensure that the rules of the 
trade unions satisfied certain standards, including provision for an 
independent hearing of complaints from individual members. 
Unfair dismissals, which would need to be defined with care, could, 
after attempts at conciliation, be the subject of an appeal to an 
industrial tribunal, which could recommend reinstatement or impose 
an award of compensation. Long service employees would benefit 
from a statutory requirement for a longer period of notice of 
termination than was at present provided under the Contracts of 
Employment Act, 1963; and the written statement required under 
that Act on the terms and conditions of employment should also set 
out an employee's basic rights and obligations, with particular 
emphasis on grievance procedure. The Bill should establish the right 
to belong to an independent trade union; and any refusal or 
obstruction of this right by an employer would constitute grounds for 
proceedings before an industrial tribunal. The right not to belong 
to a trade union would be established by making the " pre-entry 
closed shop" generally unlawful and by providing safeguards 
for individuals in a " union shop" agreement. The Bill would 
establish the CIR on a statutory basis and would re-name the existing 
Industrial Court, whose functions differed from those of the 
proposed new Industrial Court. It would provide powers for the 
Government to establish codes of practice on the standards of 
procedure and behaviour required from management, employees and 
trade unions and, as necessary, on other subjects, which might include 
the disclosure to the trade unions of information needed for industrial 
bargaining. The Bill would require companies to disclose 
to employees the same amount of information which they were 
required to give to shareholders. Finally, it would amend the Wages 
Councils Act, in order to encourage the development of voluntary 
collective bargaining. 

Since the intention of the Bill was to regulate industrial relations 
it should not deal with arrangements for the levy on trade union 
members of contributions to political Parties. This might disappoint 
some of the Governmenfs supporters in Parliament; but it would 
anticipate the hostility of the Labour Opposition on a question not 
directly germane to the Bill's purpose. The provision for registering 



the rules of trade unions and the activities of the Registrar as a form 
of Ombudsman, together with the safeguards which would be 
required for individuals in " union shops", would represent a 
contribution to the protection of individual trade unionists; and this 
would be seen to be an advance in the same direction as an 
intensification of direct control over the political levy. In spite of 
this one omission, the Bill would be a major political issue, which 
would provoke strong controversy and vigorous debate in the House 
of Commons. Once they had embarked upon it the Government 
would have to carry it through to full enactment, whatever the 
political battle or the industrial action which might ensue, in the 
confidence that, when it reached the Statute Book, it would promote 
an improvement in industrial relations and would offer better 
prospects for industrial peace. In discussion there was general 
agreement that, in view of the importance of speeding the reform of 
industrial relations, the Bill should have its Second Reading before 
Christmas. In order that the Governmenfs proposals should be 
presented to public opinion as a whole, it would be advisable to 
publish a consultative document before beginning detailed 
consultations with the CBI and the TUG 

In further discussion, the following main points were made: 

(a) The proposals on the enforceability of procedural agreements 
might deter unions from entering into such agreements; and there 
must in any event be some risk of a union's ignoring an agreement 
which had been made binding against its will. 

(b) The proposed repeal of criminal sanctions under the Acts of 
1875 and 1919 would require further consideration in consultation 
with the Law Officers. 

(c) The question of the extent to which the Bill should bind the 
Crown must be examined further in consultation with the Lord 
Privy Seal. 

(d) The omission of any provision dealing with political levies 
might be unwelcome to some of the Governmenfs supporters. But 
it could be defended on the ground that the subject was 
inappropriate to a Bill designed to give priority to the reform 
of industrial relations. 

(e) It might be unwise to insist that companies should be 
required to provide their employees with the same information as 
they gave their shareholders. On the other hand such information 
was readily obtainable by any member of the public; and firms might 
prefer to be themselves the source of information provided to their 
employees. The proposal that, those negotiating on behalf of 



Public 
Service 
and Armed 
Forces 

employees should have adequate information for bargaining 
purposes was of greater importance; but this was better dealt with 
in a code of practice than in the Bill. 

(/) The provision granting immunity to registered trade unions 
in relation to sympathetic strikes but not to secondary boycott action 
would need to be carefully drafted. A similar attempt in earlier 
legislation had given rise to great difficulty and had not been 
successful. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that reform of industrial relations on the lines 
proposed by the Secretary of State for Employment and Productivity 
in CP (70) 30 was of the first importance and that the necessary Bill 
would need to be available for a Second Reading before Christmas. 
Its preparation and management in Parliament would require an 
intensive and determined effort; and the Secretary of State should 
therefore be authorised to embark forthwith on the preparation of 
drafting instructions and of a consultative document. The 
consultative document should be brought before the Cabinet early 
in September. The Ministerial Committee on Industrial Relations 
should give further consideration to any questions arising from the 
Cabinefs discussion or from later consultations which required a 
modification of the proposals as they now stood. 

The	 Cabinet 

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(2) Invited	 the Secretary of State for Employment and 
Productivity: 

(i) to	 prepare instructions for the drafting of an 
Industrial Relations Bill, in consultation as 
necessary with other Ministers, on the lines 
indicated in their discussion; 

(ii) to	 circulate for the Cabinefs approval, as early as 
possible in September, the draft of a consultative 
document which would be given general 
publication. 

SECRET 
6. The Cabinet considered a memorandum by the Lord Privy 

Seal (CP (70) 28) on public service and armed forces' pensions. 

The Lord Privy Seal said that the Government were committed 
by their Manifesto at the General Election to reduce from 60 to 55 
the minimum age at which public service pensions increases became 



payable; to bring the pensions of those who retired before 1956 up 
to the same level as if they had retired then, with appropriate 
increases since; and to protect the purchasing power of pensions for 
the future by biennial reviews. Further study, however, had shown 
that, because a succession of Pensions (Increase) Acts had 
concentrated on helping those who had been retired longest, the 
adoption of 1956 as the base year would perpetuate a series of 
anomalies. It was therefore proposed, instead, that the oldest 
pensions should be brought up to 1946 levels and that all pensions 
from that date onwards should have their original purchasing power 
restored as at 1 April, 1969. This change would add substantially 
to the cost of the proposal; and means of reducing it had therefore 
been examined. The rapid rise in the cost of living made it essential 
to introduce a Pension (Increase) Bill early in the New Year to 
update pensions to 1 April, 1971; but it was proposed that the 
increases should only be payable from 1 September, 1971. It was 
also proposed to defer for the time being the promised reduction in 
the minimum age to 55, while taking powers to introduce the change 
from a date to be determined and making clear that this would be 
done within the lifetime of the present Parliament. The Government 
would be criticised on both points. But they had a reasonable case; 
and the cost would be reduced by some £35 million in the first year. 

In discussion there was general agreement that the proposals, 
although expensive, represented the least which the Government 
could do to redeem their Election pledge. Deferring the reduction 
in the minimum age to 55 was politically unattractive and might 
impede to some extent the reorganisation of the Diplomatic Service. 
But the sum of £6-£8 million a year which it would save was 
significant; and the Government would at least make it clear that 
they intended to effect the change during the present Parliament. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved CP (70) 28. The Lord Privy Seal should consider, 
in consultation with the Secretary of State for Social Services and 
the other Ministers concerned, when it would be appropriate to 
announce the substance of the proposals. 

The Cabine t 

(1) Approved the proposals in CP (70) 28. 
(2) Invited the Lord Privy Seal to consider, in consultation with 

the Lord President, the Secretary of State for Social 
Services and the other Ministers concerned, when a public 
statement of the Governmenfs intentions would best be 
made. 
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CONFIDENTIAL 
7. The Cabinet considered memoranda by the Minister of 

Technology (CP (70) 29) and the Secretary of State for Scotland 
(CP (70) 31) about the consequential effects of higher coal prices on 
the charges for electricity and steel. 

The Minister of Technology said that some four-fifths of any 
increase in the price of coking, industrial and electricity coals would 
fall on the Electricity Boards and the British Steel Corporation 
(BSC), who must be allowed to pass the increases on unless adverse 
publicity was to be invited merely for the sake of a transfer of 
burdens within the public sector. The Electricity Council had now 
proposed that from 1 October electricity prices should be increased 
by about 0-15d. per unit (7 per cent) on all sales except those to 
large consumers whose tariffs were linked to coal prices. In the 
absence of such an increase the tariff would become increasingly 
distorted at the expense of the industrial consumer. This proposal 
would recover the cost of a 12̂ - per cent coal price increase, together 
with the unrecovered costs of the last two such increases. It would 
yield £20 million in 1970-71 and over £50 million in a full year. The 
electricity industry, which had not raised prices generally since 
September 1967 had done much to absorb cost increases; and the 
realisation of further possible cost savings would take time. 
Meanwhile, a shortfall of some £80 million against the industry's 
financial objective (with revenues barely covering interest charges) 
might be expected in the current year, assuming a coal price increase 
of 12Jr per cent, but making no allowance for a possible pay 
settlement in the autumn. Only £20 million would be offset if the 
proposed increase in the electricity tariff was approved. The 
proposed increase could be presented as deriving from the coal price 
increase; and it should avoid the need for any further nation-wide 
tariff change until 1971-72. As regards steel the BSC, which had 
suffered losses of £42 million in its first two financial years, was now 
expecting a profit of no more than £35 million in the current year 
and would still be unable, therefore, to pay a dividend on its 
£700 million of public dividend capital, despite the present world 
demand for steel. As a result the Corporation were now considering 
proposals for raising British steel prices closer to those in Europe, in 
place of their previous intention to make limited price increases 
covering only the cost of the projected higher price of coking coal. 
Although there was room for improvement in the performance of 
the BSC and the electricity industry, and studies to this end had 
already been put in hand, price increases were unavoidable at this 
juncture in order to avoid damage to the industries' financial 
prospects. It was therefore proposed that the Electricity Council and 
the BSC should be allowed to put their proposals to their respective 



Consumer Councils, on the basis that the Governmenfs position 
was reserved pending further consideration in the light of the 
Councils' report. 

The Secretary of State for Scotland said that electricity prices 
in Scotland were already being raised. Higher coal prices would 
therefore necessitate a further increase and could either generate 
demands to accelerate the conversion of Scottish power stations to 
oil firing, which would be damaging to the Scottish coal industry, 
or alternatively lead to pressure for the price of electricity coal in 
Scotland to be lowered, whether by removal of the regional 
differential or by a direct subsidy. 

In discussion it was argued that reference of the projected 
electricity and steel price increases to Consumer Councils before the 
Coal Consumers Council had reported might suggest that the 
Government had already accepted the proposed coal price increase. 
On the other hand it was important that associated price increases 
for electricity and steel should take effect as quickly as possible after 
a decision to raise coal prices; and this required the industries' 
proposals to be referred to the Consumer Councils now. In 
sanctioning this step, however, the Government should ensure that 
they were not committed to accept the proposals, and should seek 
to arrange with the industries and the Councils that the proposals 
were not disclosed prematurely before the Councils had considered 
them, in order to avoid a damaging succession of premature 
disclosures such as had attended the recent discussion of increases in 
postal charges. The Minister of Technology should discuss with the 
BSC whether acceptance of their latest proposal would enable them 
to avoid applying for a further price increase for at least another 
12 months. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the proposed price increases for electricity and 
steel might be put to the Consumer Councils concerned. But it 
should be made clear that the Government were not committed to 
these increases or to the increases in coal prices on which they were 
contingent. The points raised by the Secretary of State for Scotland 
in paragraphs 4 and 5 of CP (70) 31 should be discussed with the 
Minister of Technology and should be taken into account in the 
general review of the Governmenfs fuel policy which the Minister 
already had in hand. 



The Cabinet -
Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Minister of 
Technology and the Secretary of State for Scotland to be 
guided accordingly. 

Cabinet Office, S.W.1, 
31 July, 1970. 
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The 
Rundown 
of the 
British Army 

(Previous 
Reference : 
CM (70) 8th 
Conclusions, 
Minute 4) 

Aircraft 
Industry 
Concorde and 
BAC-311 
Aircraft 

(Previous 
Reference: 
CM (70) 9th 
Conclusions, 
Minute 4) 

SECRET 
1. The Prime Minister informed the Cabinet that, as arranged 

at their previous discussion of this subject, further examination had 
been made of ways of modifying the proposal outlined in CP (70) 26, 
concerning the rundown of nine major units of the British Army, 
in order to overcome the disadvantages which the Cabinet's earlier 
discussion had revealed. It was now proposed that, instead of 
being offered the option of completing the disbandment plan or of 
continuing in cadre form with an establishment of 30-50 men, the 
units concerned could be allowed, if they wished, to remain at 
company or squadron strength, i.e., about 120 men. Specific roles 
could be filled by the sub-units so formed; and the plan was thus 
militarily viable. The net cost to the Defence Budget of the 
proposal, which would fully discharge the Governmenfs 
undertaking to review the rundown plan of the previous 
Administration, would for the next few years not exceed 
£1-4 million a year. About half of this sum represented the cost 
of retaining at company or squadron strength the nine units 
nominated for disbandment or amalgamation; the other half was 
the cost of not proceeding with the rundown of the 10th unit as 
proposed in paragraph 9 of the Annex to CP (70) 26. In view of 
the imminence of various postings it was intended, subject to 
consultation with the Defence Secretary who was at present in 
the Far East, to make an official announcement of the Governmenfs 
decision on 4 August. 

In a brief discussion there was general agreement with the plan 
and the proposed timetable for announcing it. 

The Cabinet— 
Took note, with approval, of the Prime Minister^ 
statement. 

SECRET 
2. The Cabinet resumed their discussion of memoranda by 

the Minister of Technology (CP (70) 15), the President of the Board 
of Trade (CP (70) 23), the Attorney-General and the Solicitor-
General (CP (70) 17) and the Chief Secretary, Treasury (CP (70) 25), 
about the Concorde aircraft project. They considered also a 
memorandum by the Minister of Technology (CP (70) 21) about the 
BAC-311 aircraft. 

The Prime Minister said that the issues raised by these 
memoranda affected the whole future of the British aircraft industry 
and could not well be resolved in the course of the present 
discussion, particularly since some of the Ministers most closely 



concerned had been appointed only very recently and had not had 
time to familiarise themselves with all the Departmental aspects 
of the complex problems involved. In these circumstances the 
Cabinet's discussion would best be confined to a review of the main 
issues of policy which were at stake and to some consideration of 
the means by which the matter might best be pursued before the 
Cabinet reached a final decision. It might be desirable that 
Ministers should have before them at that stage an 
interdepartmentally agreed assessment of the range of problems 
involved and of the implications of the various possible courses of 
action open to the Government; and, if the Cabinet endorsed this 
suggestion, he would seek to make the necessary arrangements in 
time for a resumed Ministerial discussion early in September. 

In discussion of the general issues of policy arising from the 
proposals before the Cabinet it was suggested that developments in 
the United States could directly affect our own decisions. 
Congressional discussions in Washington on the provision of further 
funds for the United States supersonic transport aircraft (SST) had 
reached a critical stage; and, if the eventual decision were against 
proceeding with the venture, this could influence the attitude of the 
United States authorities to any adaptation of civil aviation 
regulations which might be necessary for operation by supersonic 
aircraft and so affect the Concorde's sales prospects. On the other 
hand the abandonment of the United States SST aircraft might 
conceivably open the way to some form of United States association 
with the Concorde project, if we ourselves eventually decided to 
proceed with it. Similarly, the BAC-311 project and the Rolls-
Royce engine which it was to incorporate were liable to be affected 
in a number of ways by the United States decisions. In particular, 
the future of the Rolls-Royce RB-211 engine could be jeopardised 
if the civil element of the Lockheed organisation went into 
liquidation, as was not impossible, and the Lockheed Tri-Star 
aircraft, for which the current version of the engine was designed, 
was abandoned. 

For the rest there could be no prospect of economic advantage 
in continuing with the Concorde. But there was a clear conflict 
between the financial attractions of cancellation and its serious 
implications for our relations with France, particularly as regards 
the French attitude to our application to join the European 
Economic Community. The decision on the BAC-311, and on our 
attitude to the A300B project, would exert an equally far-reaching 
influence on the future size and structure of the aviation industry 
and would have important implications for employment, for British 
technology and for the balance of our future foreign exchange 
earnings and payments. The industry's potential capacity for saving 



foreign exchange was indicated by a recent assessment that the 
annual aircraft procurement programmes of the two British airline 
Corporations might reach £250 million by the mid-"80s. On the 
other hand there would be no advantage in supporting a policy 
whose sterling costs were so great as to imply the acceptance of a 
dollar exchange rate significantly less favourable than the present 
parity. 

In further discussion it was emphasised that the aviation 
industry had already spent some £3 million on the BAC-311 project 
and that the best hope of securing substantial private participation 
in the remaining stages, if the project were allowed to go forward, 
would lie in making an announcement by the time of the 
Farnborough Air Show. But, whatever the decisions on the 
problems before the Cabinet, there could be no profit from 
prolonged uncertainty; and the Government should therefore seek 
to reach a conclusion during September. For this purpose, however, 
it would be undesirable to rely only on the conventional method of 
presenting the issues to Cabinet, whereby the technological and 
political advantages of proceeding with advanced projects were 
merely set in opposition to the economic necessities of reducing 
Government expenditure. This procedure had produced successive 
unsatisfactory results in both the military and the civil fields, in 
the sense that many projects had been cancelled after heavy 
expenditure had been incurred and, of those projects which were 
completed, few had prospered sufficiently to recoup the development 
costs. Experience of this kind suggested that a fresh effort must be 
made to reconcile, or at least to minimise, conflicting Departmental 
evaluations of the factors involved and to enable the implications of 
such projects to be considered in the wider context of the most 
effective use of our economic resources as a whole. The proposals 
now under discussion for the establishment of some form of central 
capability unit, capable of objective analysis of complex problems 
such as those now before the Cabinet, might in due course make an 
important contribution in this respect. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that it would be inexpedient to seek to reach a final 
decision on the issues before them at the present meeting. But 
arrangements should be made to complete, as early as possible in 
September, an objective and agreed analysis of the possible courses 
of action open to the Government and of their implications. This 
analysis should include not only an evaluation of the various 
relevant factors adduced in the memoranda now before the Cabinet 
but also an up-to-date assessment of the uncertain intentions of the 
United States authorities as regards the development of a supersonic 
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aircraft (including their likely effect on the prospects for Rolls-
Royce), an appraisal of the effect of the various possible decisions 
on the future of the British airframe, aero-engine and avionics 
industries and a fuller examination of the prospects of British 
participation in the Franco-German A300B Airbus project as an 
alternative to unilateral support for the BAC-311. He would 
consider how, in the absence of an established central organisation 
for examining such problems, an analysis of this kind could best be 
prepared, using existing Departmental resources; and all Ministers 
whose Departments would need to contribute to it should impress 
on their staffs the importance which the Cabinet attached to it. 

The Cabinet— 
Took note, with approval, of the Prime Minister^ summing 
up of their discussion. 

CONFIDENTIAL 
 3. The Cabinet considered a memorandum (CP (70) 33) by 

 President of the Board of Trade about the possible establishment 
of a " second force " independent airline. 

The President of the Board of Trade said that the Government 
were committed to encouraging the creation of a second force 
airline. The only means by which this could be ensured in the 
foreseeable future was the purchase of British United Airways Ltd. 
(BUA) by Caledonian Airways Ltd. (Caledonian). The latter 
company, however, could only finance the purchase if they could 
satisfy their financial backers that routes would be transferred to 
the new airline on a scale sufficient to yield an additional profit 
before tax of about £800,000 in 1971. This would entail the transfer 
from British Overseas Airways Corporation (BOAC) of routes 
yielding a revenue of about £5-£6 million out of total current 
revenue of £200 million. The Corporation, however, had refused 
to co-operate in a voluntary transfer of routes. The Law Officers 
had advised that certain existing statutory powers could be exercised 
in combination, albeit in an unprecedented manner, to secure the 
compulsory transfer of the routes; but this would certainly be 
opposed not only by the unions concerned (who had threatened 
strike action) but also by BOAC and British European Airways 
(BEA) and, probably, by BUA and by the official Opposition in 
Parliament. Meanwhile, the situation of BUA was deteriorating 
rapidly; and the unions had threatened to strike from 3 August 
unless the airline conceded parity of pay with BOAC and BEA. 
There was also a risk that Caledonian and their financial backers 
would withdraw unless a statement of Government policy was made 

t r i e



urgently. The Ministerial Committee on Economic Policy had 
considered on 27 July his proposal to issue a statement on the lines 
of that annexed to CP (70) 33. They had attached considerable 
importance, however, to separating the wages issue (on which the 
unions were on strong ground) from the political opposition to the 
second force airline and route transfers (on which the unions had 
a much weaker case), as well as to avoiding any risk of industrial 
action which might exacerbate the situation in the docks. They 
had suggested, therefore, that it would be preferable to delay a 
statement for a few weeks. Since then the Chairman of Caledonian, 
together with a representative of his backers had once again 
expressed confidence that the second force airline could be a 
success. The funds to purchase BUA were available; but it would 
not be possible to maintain that position unless a statement was 
made shortly in order that negotiations with BUA could start. The 
latter faced the threat of a strike from the following Monday, 
which would cost them each week a sum equivalent to their latest 
estimated annual profits. If the strike took place, BUA would go 
into liquidation; and it was unlikely that Caledonian and its backers 
would then be able to construct a second force airline. BUA had 
offered comparability of pay, although not parity; and there was a 
reasonable chance that the strike would not take place. Even if it 
did not, both BUA and Caledonian were likely to withdraw from 
any possible deal if there were no Government statement within 
the next week. In the circumstances it was advisable that, if there 
were no pay strike, a statement on the lines of the draft annexed 
to CP (70) 33 should be made within the next few days. If, however, 
a strike occurred and BUA went into liquidation, further 
consideration would need to be given to the situation urgently. 

In discussion it was suggested that, even if the dock strike 
ended on 3 August and no pay strike took place at BUA, it would 
be preferable to avoid any risk of precipitating an airline strike at 
the height of the August holiday season by making an early 
statement about the compulsory transfer of routes, especially 
since it was unlikely that BUA's situation would deteriorate 
irretrievably in the next few weeks. On the other hand, if there 
were a strike against a policy which had been recommended by the 
Committee of Inquiry into Civil Air Transport (The Edwards 
Committee) and had been broadly accepted by both major political 
Parties, the odium might be expected to fall mainly on the unions 
rather than on the Government. The proposed takeover of BUA 
by Caledonian was the only opportunity which could be foreseen 
for the implementation of this important aim of the Governmenfs 
policy; and there was a risk that, if there were no statement in the 



next few days, BUA might go into liquidation or Caledonian might 
finally withdraw from the proposed takeover. In the circumstances 
it would be worth facing the risk of a strike on political grounds in 
the hope that a successful second force airline could be established. 

In further discussion the following points were made— 
(a) Since the power to make an Order under section 3 (5) of 

the Air Corporation^ Act, 1967, was exercisable by the Board of 
Trade " to such extent as they think desirable in the public interest ", 
the Courts could be expected to reject any challenge to the validity 
of an Order on the lines proposed. Moreover, there was a 
reasonable prospect that, if the Government made it clear that they 
were prepared to transfer routes compulsorily if necessary, BOAC 
would in the end co-operate. 

(b) It might become necessary to make it clear to BUA's 
principal shareholders that the Government would not in any 
circumstances authorise BOAC to buy the airline. But this need 
not be considered unless and until they rejected reasonable terms 
from Caledonian. 

The Prime Minister, summing up the discussion, said that, if 
there were a strike against BUA over the pay issue or if the airline 
went into liquidation in the next few days, he would arrange, in 
consultation with the Secretary of State for Employment and 
Productivity and the President of the Board of Trade, for the 
position to be considered urgently. The Cabinet agreed, however, 
that, if both these eventualities were avoided, the President of the 
Board of Trade might make a statement in the middle of the 
following week provided that there had by then been a general 
resumption of work in the docks. This statement would set out the 
Governmenfs policy on the lines of the annex to CP (70) 33. The 
text should, however, be re-drafted in order to make it clear that 
the Edwards Committee had recommended the establishment of a 
second force airline and, in so doing, had recognised that a once
for-all transfer of routes would be essential to ensure its success; 
that the previous Government had accepted the desirability of 
establishing such a second force and had intervened to prevent the 
proposed takeover of BUA by BOAC on the ground that this 
would have prevented any such development; and that the 
Government had had to consider whether it was right in the 
national interest to forgo the only opportunity of forming a second 
force airline which could be expected to arise in the foreseeable 
future. 

The Cabinet— 
1.	 Took note, with approval, of the summing up of their 

discussion by the Prime Minister. 
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2. Invited the President of the Board of Trade: 
(i) to	 arrange for the draft statement annexed to 

CP (70) 33 to be amended on the lines indicated 
by the Prime Minister in his summing up of the 
discussion; 

(ii) to arrange	 for the amended statement to be issued 
in the middle of the following week if no pay 
strike had taken place at BUA, if the firm had not 
gone into liquidation and if there had been a 
general resumption of work in the docks. 

CONFIDENTIAL 
4. The Cabinet considered a memorandum by the Secretary 

of State for the Home Department and the Minister of Technology 
(CP (70) 32) about financial assistance to Harland and Wolff Ltd. 

The Home Secretary said that the Belfast company of Harland 
and Wolff had requested urgent financial assistance through the 
Shipbuilding Industry Board (SIB) to enable them to carry on 
business. The firm was insolvent. If they were to stay in business, 
they required £1^ million immediately; up to £2 million by the end 
of the year; and up to £4 million in 1971—with possibly further 
assistance beyond, which could not at present be quantified. They 
could not raise the money immediately either from the market or 
from the sale of assets. Although the immediate outlook was poor 
because contracts had been taken at fixed prices which made 
inadequate allowance for inflation, there were prospects for the 
sale or lease of the good, modern shipbuilding facilities. The SIB 
had recommended a grant of £3^ million under the Shipbuilding 
Industry Act, provided that the Government undertook to make 
available any further sums required to keep the company viable. 
The Law Officers had advised that, given the insolvency of the 
company and the terms of the Companies Acts, the Government 
were in no position to meet only immediate needs without accepting 
an obligation to meet the further requirements of the company. 
The alternative was liquidation. In view of the present situation in 
Northern Ireland this would entail the risk of very serious political 
and economic difficulty. The company employed about 9,500 
people in Belfast; and the loss of even half the jobs in the yard 
would increase the unemployment rate from 4-6 per cent to 6-5 
per cent or more, with a much higher rate for males only. In the 
present disturbed state of Northern Ireland this could have a 
politically inflammatory effect and, indeed, could seriously affect the 
stability of the Northern Ireland Government. In the circumstances 



he agreed with the Minister of Technology that the SIB's 
recommendation of a grant of £3£ million for Harland and Wolff 
should be approved but that only £  H million should be made 
available immediately, on the understanding, however, that the 
Government accepted that the financial needs of the company as 
foreseen would have to be met by one means or another. The 
Departments concerned should consider how best to meet the 
future financial requirements of the company, given the limitation 
of SIB funds and the desirability of associating this aid as closely 
as possible with the Northern Ireland Government. The Ministry 
of Technology would also actively explore, in consultation with 
other interested Departments, the best means of reinforcing the 
management and improving the future financial performance of 
Harland and Wolff (including the possibility of association with 
foreign interests) and the conditions to be attached to any further 
assistance from public funds. 

The Minister of Technology said that there were certain 
prospects that the shipyard might be sold to one or other of two 
foreign shipowners, who would operate it with the help of 
management expertise from abroad. But, if immediate assistance 
were not provided, it would not be possible to complete a sale in 
time to avoid the closure of the yard. He hoped that, if £1^ million 
were provided now, a further £6 million would be the limit of the 
Governments future obligations even if the yard were not sold or 
an alternative solution found. 

In discussion there was general agreement that the consequences 
of closure of the Harland and Wolff shipyard in Belfast would be 
very damaging. It might be possible, however, for the Government 
to avoid assuming onerous and expensive obligations towards 
Harland and Wolffs creditors if, instead of providing assistance 
direct to the existing firm, they allowed it to go into liquidation and 
immediately agreed to provide the liquidator with funds to keep the 
yard working until the assets could be sold or a new organisation 
(with new management) formed to take them over. Even if no 
sale were possible, the establishment of a new company freed from 
obligations to existing creditors would be less expensive than the 
proposals in CP (70) 32. Moreover, in this way the management 
and workers at Harland and Wolff and at other shipyards which 
were in financial difficulties would realise that the Government were 
not prepared to continue supporting uneconomic firms. On the 
other hand, liquidation of Harland and Wolff Ltd., even if the 
shipyard were kept working, might have adverse repercussions on 
the Northern Ireland economy and on the stability of the Stormont 
Government. It was suggested, however, that, even if there were 
no alternative to direct assistance to Harland and Wolff Ltd., this 
might be provided by way of loan rather than grant in the hope that 
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the Government would secure some return in the event of an 
outright sale of the yard. Whatever method of providing assistance 
was selected, however, it should be such as to improve the chances 
of attracting a competent management. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that steps should be taken to ensure that the Harland 
and Wolff shipyard in Belfast was not closed down. The Minister 
of Technology should consider, in consultation with the Home 
Secretary, whether it would be possible, by providing a loan rather 
than a grant, to protect the Governmenfs interest in the event of 
a sale of the shipyard and, indeed, whether it would be possible, by 
allowing Harland and Wolff Ltd. to go into liquidation, to provide 
support for the continuation of the yard without assuming onerous 
obligations towards the firm's existing creditors. Assistance should 
only be provided on condition that the company complied with any 
requirements as to the strengthening of their management. Any 
announcement should make it clear that assistance was part of the 
help being provided for Northern Ireland, not part of a general 
policy of supporting uneconomic shipyards. The Cabinet would 
wish to give further consideration at a later date to the Governmenfs 
policy in relation to the shipbuilding industry generally. 

The Cabinet-

Invited the Minister of Technology: 


(i) in	 consultation with the Home Secretary and the 
Attorney-General, to take whatever steps might be 
necessary to ensure the continuation in operation of 
the Harland and Wolff shipyard in Belfast in the 
light of the points made in the Prime Minister^ 
summing up of their discussion; 

(ii) to arrange for further	 consideration to be given to the 
Governmenfs policy in relation to the shipbuilding 
industry generally. 

CONFIDENTIAL 
5. The Lord President of the Council said that, since the 

Cabinefs last discussion of the subject, the Ministerial Committee 
on Broadcasting had given further consideration to a proposal by 
the Minister of Posts and Telecommunications that the British 
Broadcasting Corporation (BBC) should continue to operate the 
eight local radio stations already in service and should provide the 
12 further stations for which the previous Administration had given 
approval. The first of the new stations was due to come into 



operation on 1 September and the last in February 1971. The 
capital expenditure on these new stations amounted to £975,000, 

d( which £837,000 was already committed. Their cancellation would 
therefore yield only a very small saving in public expenditure. 
Moreover, an increase in the broadcasting licence fee had been 
approved by the previous Administration, and the BBC were free 
to spend the proceeds on their local radio programmes if they 
preferred to give those programmes priority over other services. 
The majority of the Ministerial Committee on Broadcasting agreed 
that in these circumstances not only the eight existing stations but 
also the next 12 should be allowed to proceed. This 
recommendation, however, was subject to the provisos that these 
stations would operate only on very high frequencies; that the 
frequency assignments might later be reallocated when commercial 
local stations were established; and that it should be made clear that 
there was no commitment in the longer term to the BBCs operating 
any local radio stations at all and that any or all of the 20 stations 
might therefore be subsequently withdrawn from the Corporation. 
The BBC were displaying a general willingness to co-operate in the 
preparations for a commercial radio network; and it would be 
unfortunate if, by cancelling the stations in question, the Government 
needlessly alienated the Corporation^ goodwill. 

The Chancellor of the Exchequer said that cancellation should 
not result in any significant capital loss, since commercial radio 
operators would probably be interested in buying the equipment for 
their own stations. In addition, the operating costs of about 
£100,000 a year for each station would be saved, to the advantage 
of the BBCs finances. It was the Governmenfs declared policy 
that, if the private sector was prepared to provide a service, this was 
preferable to its being undertaken by a State organisation; and in 
this instance the policy seemed clearly to apply. 

In discussion it was suggested that, as against these 
considerations, the BBCs capital equipment could probably not be 
sold at once to prospective commercial radio operations, since a 
commercial radio network could not come into existence until early 
1972 at the earliest. If, on the other hand, the BBC proceeded with 
their plans, it would be possible for them subsequently to offer to 
commercial radio companies any equipment surplus to the 
requirements of their own programme. Moreover, in terms of 
operating expenditure the Corporation, if debarred from providing 
a local radio service, would probably wish to restore their regional 
broadcasting services; and this would entail the sacrifice of an 
opportunity to transfer a medium frequency to the external 
broadcasting services. If, however, the BBC were allowed to 
implement their plans, this would not necessarily involve a 
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subsequent increase in the broadcasting licence fee, since the 
Corporation would be able at that juncture to choose whether the 
local radio service or some other programme should be reduced in 
order to enable them to restrain expenditure within the limits of 
their income. On the other hand it could be maintained that to 
allow all 20 stations to proceed would be to risk incurring a 
commitment in practice to the BBC in the field of local radio 
services, whereas there was no evidence that local radio stations 
operated by the Corporation would be meeting any expressed 
demand for additional radio services. 

The Prime Minister, summing up the discussion, said that, on 
balance, the Cabinet agreed that preparations for the next 12 BBC 
local radio stations were so far advanced that their cancellation at 
this late stage would be liable to provoke an adverse reaction 
without achieving any worthwhile saving in public expenditure. 
Approval to the maintenance of the programme for all 20 stations, 
however, must be subject to all the conditions proposed by the 
Ministerial Committee on Broadcasting; and the Governmenfs 
plans for a commercial radio network should meanwhile be pursued 
with all possible speed. 

The Cabinet— 
Invited the Minister of Posts and Telecommunications: 

(i) To	 convey to the British Broadcasting Corporation 
the Governmenfs decision on the 20 local radio 
stations already operating or planned, in the terms 
indicated in the summing up of their discussion by 
the Prime Minister. 

(ii) To	 submit to the Ministerial Committee on 
Broadcasting at the earliest opportunity proposals 
for creating a commercial radio system. 

CONFIDENTIAL 
6. The Cabinet considered memoranda by the Secretary of 

State for Education and Science (CP (70) 34 and 35) and by the 
Chief Secretary, Treasury (CP (70) 36), about the Open University. 

The Secretary of State for Education and Science said that the 
Cabinet had asked her, in consultation with the Chief Secretary, 
Treasury, to examine urgently the possibility of reducing the first 
intake of students to the Open University. They had also been 



asked to consider the possibility of making additional reductions 
in expenditure on the Open University and to report the outcome 
by mid-September. The Open University had been granted a Royal 
Charter, which could not be revoked without the University's 
consent; it had been voted by Parliament the money which it 
needed up to April, 1971; and it was authorised from 1 August to 
accept up to 25,000 students for its first year of operation. In these 
circumstances she had agreed with the Chief Secretary, Treasury, 
that to reduce the first year's intake to 15,000 students would secure 
only a negligible saving of expenditure in 1971 and would save only 
£1-6 million in 1973-74 and £1-9 million in 1974-75. They had 
also agreed that it was impossible to identify by mid-September 
any way of securing significant economies except by arresting the 
University's opening. This latter course, however, would require 
the Government to announce the decision before 1 August without 
any consultation with the University itself or with the educational 
world in general. It could not fail to provoke major controversy. 
The Governmenfs first reduction in public expenditure would be 
seen to fall in the educational sector; and a potentially economic 
means of providing at a later stage a University education for 
school leavers might be lost. Given that the Conservative Party 
had avoided any commitment to cancel the project and had merely 
indicated before the General Election that they would reserve 
judgment until it was clear how the project was developing, she 
recommended that the University should be allowed to maintain 
its first year intake of 25,000 students but that she should consult 
the University authorities about the rate of entry in the second and 
succeeding years, about the possibility of using the University to 
provide for students under 21 who might otherwise follow other, 
more costly courses of higher education and about the prospects of 
increasing the University's revenue in order to limit the level of 
public financial support. 

The Chief Secretary, Treasury, said that expenditure on the 
Open University was estimated, at constant prices, to rise to about 
£11 million a year by 1975; and in the event costs could well prove 
to be higher. If the project was cancelled—a course which need 
not necessarily involve revocation of the Royal Charter, since the 
Government could simply refuse to provide finance—the total 
public expenditure on the University would be some £8 million, 
including compensation, of which it might be possible to recover 
some £1-4 million by selling the buildings. If the Government 
were to achieve the economies in public expenditure which they had 
envisaged, they would have to eliminate projects which were in 
themselves desirable and would have to be prepared to face the 
resultant criticism. The Government had said that in the educational 
sector they would give priority to primary schooling; and they were 



not committed to the Open University project. To cancel it would 
indicate that they were serious in their declared intention to reduce 
public expenditure. 

In discussion it was pointed out that the plans for the Open 
University were now far advanced and that the University was on 
the point of accepting its first students. It had attracted powerful 
and influential support; and its estimated cost per student, even 
allowing for a high wastage rate, was likely to be considerably 
lower than that of conventional universities. It not only offered 
the prospect of providing re-education for mature students but 
might also provide a valuable and economic means of meeting the 
demands of school-leavers for University education. On the other 
hand it could be argued that the Open University was only 
experimental and would not provide a genuine university education; 
that it did not necessarily represent the best means of investing 
public money in higher education; and that in any event it could 
not be automatically assumed that it would be necessary to provide 
higher education for a larger number of school-leavers and others 
as had been so far envisaged. Moreover, most of the students of 
the Open University in the first few years of its operation would be 
earning; and they should perhaps be expected to be able, without 
additional grants from local authorities, to pay more than the 
modest fees currently proposed. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed, on balance, that, on the understanding that 
expenditure on the Open University would be taken into account 
in future consideration of the level of public expenditure on higher 
education, the project should be allowed to proceed with plans to 
take in 25,000 students for its first year of operation. But the 
Secretary of State for Education and Science should consider with 
the authorities of the University, the most appropriate scale for its 
future operations, the rate of intake in subsequent years, the need 
to provide for students under 21 and the prospects for increasing 
the University's revenue, particularly by an increase in fees without 
an offsetting increase in local authority grants. 

The Cabinet— 
1.	 Agreed that the Open University might proceed with plans 

for an intake of 25,000 students in its first year of 
operation. 

2.	 Invited the Secretary of State for Education and Science, in 
consultation with the Chief Secretary, Treasury, to give 
further consideration to the future scale of the Open 



University's operations, the number of students which it 
should accept in its second and succeeding years, the 
need for the University to provide for students under 21 
and the prospects of increasing the University's revenue 
on the basis suggested in their discussion. 

Cabinet Office, S.W.1, 
31 July, 1970. 
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CONFIDENTIAL 
The 1. The Prime Minister said that the prospect in the months 
Government a n e a  d was a troubled one, especially in the light of the increasing 

evidence of widespread industrial unrest. In these circumstances 
it was important that the Government should be seen to adhere to 
the objectives of policy which they had proposed in their Election 
Manifesto. But it was clear that, if they were to satisfy the public 
demand for evidence of the change in the management of public 
affairs which they had undertaken to effect, they might have less 
time than they had originally hoped in which to come to grips with 
the main economic issues which confronted them, especially prices 
and incomes policy and industrial relations. It was particularly 
important that the Industrial Relations Bill should be introduced 
at the earliest possible moment after the reassembly of Parliament, 
since, until the climate of industrial relations could be radically 
altered, the Government would be perpetually at risk of becoming 
trapped in the type of sterile confrontation with organised labour 
which had frustrated the efforts of their predecessors to deal 
effectively with industrial problems. 

In other respects the major projects to which the Cabinet had 
initially set their hands had been carried forward during the holiday 
period—particularly the reorganisation of the machinery of 
Government and the review of public expenditure. But once these 
initial inquiries had been completed it would be necessary to institute 
a more radical scrutiny of the policies and activities of Departments 
with a view to eliminating or curtailing those which were redundant 
or could be conducted by other means; and arrangements for this 
purpose would shortly be put in hand. 

It would be important in the months ahead to give more 
attention to the presentation of the Governmenfs decisions from a 
specifically political point of view. This would be particularly 
relevant in relation to the review of public expenditure. Ministers 
should be concerned to discourage any premature speculation about 
the probable outcome of this review and should be careful to consult 
the Chancellor of the Exchequer before making any public statements 
on economic policy as a whole. 

SECRET 
Oversea 2. The Foreign and Commonwealth Secretary said that the 
Affairs Chancellor of the Federal Republic of Germany, Herr Brandt, had 
Relations1'- signed a treaty with the Soviet Union in Moscow on 12 August. 
The German- The German Government intended to follow this up by further 
Russian Treaty discussions with the Polish Government and, in due course, with 
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the Administration of the " German Democratic Republic " (GDR). 
The German policy of seeking a detente with the Soviet Union and 
the countries of Eastern Europe had certain advantages for 
Germany's allies; but it also entailed risks which we must bear well 
in mind. The Soviet Government would not have engaged in a 
dialogue with the Federal Republic of Germany or have permitted 
the Eastern European Governments to do so unless they, too, 
expected to derive advantages for themselves. As the German 
dialogue with the East gained momentum, an increasing number of 
States would be tempted to accord a measure of recognition to the 
Government of the GDR; there would be a tendency to regard the 
status of the Western sectors in Berlin as an enclave in East German 
territory which would appear increasingly anomalous: and the Allied 
position in Berlin might be progressively eroded as a result. Herr 
Brandt did not share this view; and he had assured us that the 
Federal Government would not ratify the treaty with the Soviet 
Union unless satisfactory arrangements could be made in relation 
to Berlin. But it remained to be seen whether he would be able 
to maintain this position. The Soviet Government were likely to 
be slow to make any significant concessions on Berlin, the more 
so since they probably calculated that time was on their side, that 
there would be an increasing tendency to accept the GDR as a 
fait accompli and that this would assist them to achieve their basic 
objective of perpetuating the division of Germany and Europe. The 
Federal Governmenfs Ostpolitik had to some extent loosened the 
deadlock; but its long-term consequences could not yet be foreseen. 
From the point of view of Germany's allies it was perhaps fortunate 
that the initiative towards a detente had come from the Federal 
Government themselves. Since it was they who had initiated the 
dialogue with the Soviet Union, they would not be able subsequently 
to reproach us for any unwelcome consequences in regard to Berlin 
or Germany as a whole which might result. 

The Prime Minister said that in a message of 7 August the 
German Chancellor had informed us of his intention to sign the 
German-Soviet Treaty and had proposed a meeting during the 
autumn of the Heads of States or Governments of the United 
Kingdom, the United States, France and the Federal Republic of 
Germany. In a further message of 14 August, despatched on his 
return from Moscow, he had reverted to this proposal, adding that 
the meeting could be at Foreign Minister level if this was preferred. 
We had agreed in principle to this suggestion. Close relationships 
between Germany and the Soviet Union had seldom been to our 
advantage in the past; and it was important to ensure—and to 
demonstrate publicly—that the Federal Government^ Ostpolitik was 
not weakening Germany's links with the West or her commitment to 
the North Atlantic Alliance. There was already a tendency in 
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Germany itself to question the necessity of military expenditure on 
the present scale in view of the trend towards detente with the Soviet 
Union; and it was important, therefore, that a meeting on the lines 
proposed by Herr Brandt should be arranged if possible. 

In discussion it was suggested that a general detente with the 
East might open up considerable opportunities for trade with Eastern 
Europe. The German authorities, for their part, were fully alive 
to this possibility; and the Federal Government probably hoped 
that the economic advantages which would result from a policy 
of detente would outweigh the criticisms which were being levelled 
at their Ostpolitik by their internal political opponents. Although 
we ourselves should similarly seek to exploit to the full any 
opportunities for increased trade which might present themselves, 
foreign trade in Eastern Europe was under strict political control; 
and our commercial prospects would therefore depend largely on 
the manner in which the political situation developed. It was 
unrealistic to expect that we should be able to achieve a major 
expansion of our exports by normal commercial methods; and 
discussions would continue to have to be conducted mainly on a 
Government-to-Government basis. 

The Cabinet-

CD Took note of the statements by the Foreign and 
Commonwealth Secretary and the Prime Minister and of 
the points made in the discussion. 

The Foreign and Commonwealth Secretary said that it was only 
with considerable reluctance that the Israeli Government had 
accepted, during August, the cease-fire proposed by the United States 
Government; and the position of the Prime Minister, Mrs. Golda 
Meir, had been weakened by the resultant resignation of six Cabinet 
members belonging to the Right-wing Gahal party. There was no 
doubt that the United Arab Republic (UAR) had subsequently 
violated the cease-fire by installing new surface-to-air missile (SAM) 
sites in the cease-fire zone. The Israeli Government, for their part, 
had also breached the cease-fire by conducting photographic 
reconnaissance flights over the cease-fire zone. The Governments 
of the UAR and the Soviet Union must be well aware that the 
Governments of the United States and Israel knew that they had 
been breaching the cease-fire; and, if they were allowed to persist 
in this course with impunity, a dangerous situation might develop— 
not least in view of the risk that the Soviet Government might be 
tempted to adopt a similar policy elsewhere, for example in and 
around Berlin. For the present, the United States Government 
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appeared to be reluctant to prejudice the chances of mediation by 
the United Nations Secretary-General's special representative, 
Dr. Jarring, by protesting against the breaches of the cease-fire 
agreement. But these breaches were now so evident and extensive 
that it was for consideration whether they should attract some public 
condemnation and, if so, what form it should take. We ourselves 
could hardly do more than continue to emphasise that, if there 
were substantial and continuing breaches of the cease-fire, this would 
destroy the mutual confidence which was the prerequisite of any 
further progress towards a settlement. But during his forthcoming 
visit to the United Nations he would seek to ascertain whether the 
United States Government would be prepared to make a more 
forthright statement on the subject. Meanwhile, the outlook for 
Dr. Jarring's mission remained necessarily uncertain; and the 
respective positions of the Arab Governments and Israel were so far 
apart that there seemed little hope that Dr. Jarring would be able 
to reconcile them. But the four Power meetings between the 
representatives at the United Nations of the United Kingdom, the 
United States, France and the Soviet Union would continue; and 
we would be ready to make any contribution we could to the support 
of Dr. Jarring's enterprise. 

In discussion it was suggested that the United States Government 
seemed inclined to place too much reliance on the good intentions 
of the President of the United Arab Republic, Colonel Nasser. They 
appeared to believe that concessions to him at this stage might 
improve the prospects of an eventual settlement, although past 
experience suggested that he would merely regard them as evidence 
of weakness and would use them as a point of departure for further 
demands and renewed acts of aggression. On the other hand the 
United States were deeply committed to the success of their pea:ce 
initiative and were naturally reluctant to prejudice this by bringing 
undue pressure to bear on Colonel Nasser. So far as the latter's 
intentions were concerned, he must surely recognise, whatever his 
wishes might be, that his forces would be incapable of undertaking 
large-scale offensive action for a long time to come. 

The Cabinet— 
(2) Took	 note of the statement by the Foreign and 

Commonwealth Secretary and of the points made in the 
discussion. 

The Foreign and Commonwealth Secretary said that there had 
been little change since the Cabinet had last considered the situation. 
The opposition of certain other members of the Commonwealth 
to the sale of arms to South Africa by Britain was being led by the 
President of Tanzania, Mr. Nyerere. To him, and to those who 
supported him, the issue had become an essentially symbolic one, 
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since they regarded any sale of arms to South Africa as a declaration 
of support for white supremacy in and of opposition to African 
aspirations. It seemed useless, therefore, to argue that we did not 
intend to supply equipment which could be used for internal 
repression or for aggression against South Africa's African 
neighbours; or that the quantities involved were in fact likely to be 
small. Not all African countries, however, took quite such an 
uncompromising view; Kenya, in particular, had shown some 
understanding of the considerations of defence policy by which we 
were influenced. Further discussions with Commonwealth countries 
were now in progress. They would continue during the autumn 
months, in which it was likely that President Nyerere would visit 
London on his way to the General Assembly of the United Nations. 
As a result it might be possible to induce at least some of the countries 
concerned to accept that we must be free to act as we judged best 
in a matter where our defence interests were involved and that this 
was not an issue justifying action which might result in the virtual 
destruction of the Commonwealth. But the attitude of a number 
of countries, including India and Ceylon, was unpredictable; and 
it was possible that those countries who took a more balanced view 
might be reluctant to resist pressure from the advocates of more 
extreme courses. Officials would shortly be completing a 
comprehensive review of the balance of British interests in South 
Africa on the one hand and in the independent African countries 
on the other hand; and this review, together with a study of the 
strategic importance of the Cape route and of the extent to which 
arms sales could be represented as an integral element in the effective 
working of the Simonstown Agreement, would be submitted in the 
near future to the Defence and Oversea Policy Committee in 
preparation for further consideration by the Cabinet of the issues 
involved. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet would wish to resume discussion of this question after 
the studies by officials had been considered by the Defence and 
Oversea Policy Committee. 

The Cabine t 
(3) Agreed	 to resume their discussion after the studies by 

officials had been considered by the Defence and Oversea 
Policy Committee. 

The Home Secretary said that the past few weeks had been 
relatively uneventful and the main season for political demonstrations 
and processions had come to an end comparatively quietly. The 
re-establishment of police authority in the Bogside area of 
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Londonderry and the Catholic areas of Belfast had been accomplished 
successfully; and a number of the recent searches for arms there 
had in fact been carried out by the Royal Ulster Constabulary 
(RUC). One problem likely to arise in connection with the police 
in the near future would be the replacement as Chief Constable of 
the RUC of Sir Arthur Young, who would shortly return to his 
duties as Commissioner of Police for the City of London; and this 
would raise the question whether he should be relieved by an 
Ulsterman or by another police officer from Great Britain. 

But, while there had been a modest improvement in the security 
situation, political developments continued to give cause for anxiety; 
and the risk of violent action by extreme Nationalists remained. 
Right-wing elements in the Ulster Unionist Party had succeeded in 
achieving a significant erosion of support for the Northern Ireland 
Prime Minister, Major Chichester-Clark; and there were rumours 
that the Ulster Unionist Council would shortly be convened in order 
to pass a vote of no confidence in him. In sum, the general outlook 
seemed a little more promising; but there was no doubt that a large 
British military presence in Northern Ireland would be required for 
a considerable time to come. 

The Prime Minister, summing up a brief discussion, said that 
the need to maintain a substantial security force in Northern Ireland 
was having a serious effect on Army training and in the longer term 
might also have adverse repercussions on efficiency and morale. In 
present circumstances, however, there was no alternative. The 
difficult summer months had on the whole passed off reasonably 
calmly; and the Cabinet would wish to congratulate the Home 
Secretary on the skill with which he had handled the situation over 
a potentially dangerous period. 

The Cabinet

(4) Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

SECRET 
 3. The Secretary of State for Employment and Productivity 

s a ^  t j i a t  s 0 far  j n igjQ faQ number of strikes and of days' work 
lost through strikes had been very much greater than in previous 
years, and there was no prospect of an early improvement. There 
also appeared to be a disquieting trend towards strikes of greater 
duration. Militancy was also continuing to be rewarded with 

 as for example in the unofficial strike at the works of Guest, 
Keen, Nettlefold-Sankey Limited (GKN-Sankey) at Wellington, 
Shropshire. The new offer made by the employers in joint talks 

v , s u c c e s s ,



on 2 September would give workers increases at once of from £2 
to £4 10s. a week, becoming £3 to £7 a week when incentive schemes 
were introduced; this would represent an average increase in pay 
of about 25 per cent. The current theme for those seeking pay 
increases was comparability, which could lead to a rapid spread of 
substantial pay claims; and since very different pay levels for the 
same work in the same industry was indeed inequitable, the claims 
could not be dismissed as wholly unreasonable. However, the 
disparities in pay in different factories in the same company were often 
in practice accompanied by substantial disparities in productivity 
and, in any event, the country simply could not afford the increases 
involved in conceding immediate parity. Against the pressure for 
excessive pay increases, it would be necessary for employers, 
including the Government, to offer strong resistance repeatedly—a 
single successful test case would not be enough. The next important 
pay claim coming to a head in the public sector was, unfortunately, 
that of the local authority manual workers, where the Government 
did not control the Local Authority Associations and these in turn 
could not control all their individual members. There was a risk 
that individual local authorities might break ranks and yield to the 
trade unions' excessive demands in the face of selective strike action. 
At that day's meeting with the trade unions, the local authority 
employers as a body would not be making any significant advance 
on their last offer of a 13 per cent increase in pay and the trade 
unions would probably not accept this offer; accordingly a 
breakdown in negotiations must be expected. In order to show that 
the Government still adhered to its declared policy of holding out 
against unreasonable pay demands, he proposed that, once the talks 
had broken down, the Government should make it plain that it 
supported the local authority employers' determination not to go 
beyond the generous terms already offered to their manual workers. 

For the longer term, he was continuing the preparation of an 
Industrial Relations Bill on lines previously approved by Cabinet. 
He was also producing the draft of a consultative document for 
publication at the end of September or early in October and, since 
the draft Bill would necessarily take some time to produce, this 
document would give evidence of the Governmenfs firm intention 
to carry through its previously declared proposals. The Bill was 
not being delayed by the need for formal consultation, but it required 
a great deal of detailed work and might not be ready for introduction 
into Parliament until early December. This however should make 
no difference to the date at which it would come into effect provided 
that its second reading in the House of Commons took place before 
the Christmas recess. 
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The effects of the Industrial Relations Act were likely to be 
felt only in the medium term. There would be a greater immediate 
impact on industrial relations if the Government were to take early 
action to reduce substantially payments to strikers in the form of 
income tax repayments and social security benefits. He recommended 
an urgent re-examination of this subject. 

The Minister of Housing and Local Government said that, 
although the nature of the industrial action likely to be taken by 
local authority manual workers was not yet known, it was reasonable 
to assume that, given the trade unions' limited financial resources, 
strikes would be localised and concentrated on services where the 
withdrawal of labour v/ould have the greatest effect. One possibility 
was a disruption of the burial and cremation services, where strong 
public emotion was likely to be roused; this however could be 
expected to lose the trade unions public support. Sewage disposal 
could also be readily disrupted, in particular where installations 
depended upon continuous pumping. The pollution of rivers and 
the flooding of towns with undiluted sewage might be very early 
results of such strike action. One special problem would be the 
possible unreliability of the salaried staff of local authorities, who 
in previous unofficial strikes had assisted the management but might 
not do so in face of an official strike. Another service at risk was 
refuse disposal, but although there might be inconvenience if the 
service were interrupted, it would be some time before a health risk 
developed. His Department was offering advice to local authorities 
and preparations should be made for the use of Servicemen for work 
on sewage disposal, as and when that was required. But apart from 
this, very little further contingency planning could be underaken 
until particular strikes were threatened, and this would probably not 
happen until after the annual conference of the Trades Union 
Congress in the following week. 

In discussion it was argued on the one hand that the Government 
should make a public declaration, possibly by way of guidance to 
the Press, as soon as it was clear that negotiations had broken down. 
Such a statement would make it clear that the Government was 
ready to support the local authorities in standing firm on their present 
pay offer and would assist them in maintaining essential services. 
It would also point out that pay increases for local authority workers 
necessarily meant increases in local rates and in taxation. An early 
statement on these lines would show the Governmenfs determination 
to maintain the policy which they had announced at the end of 
July and would serve as a warning to the trade union leaders when 
they were concerting their line on strike action over the local 
authority pay claim in the course of the next week. It was also 
important to reassure the local authorities that the Government 
would remain opposed to a higher pay settlement even if strikes 



led to a serious disruption of local authority services and if there 
were an extension of the strike to the hospital service also. On 
the other hand, it was argued that the local authority employers 
would themselves be presenting their case to the public as soon as 
negotiations broke down, including the likely cost to the ratepayers, 
of which local authorities were fully conscious. An immediate 
Government statement would probably be misrepresented as an 
attack on the local authority workers, at a time when the GKN-
Sankey settlement in the private sector was going through without 
any Government objection. The time for a Government statement 
would be when specific strike action was threatened. Meanwhile, 
however, the Government should be prepared to answer enquiries 
from the Press on their attitude. 

The Prime Minister, summing up this part of the discussion, 
said that if after a breakdown in negotiations between the local 
authority employers and the trade unions there were Press enquiries 
about the Governments attitude, the response should be that the 
issue was one for the local authorities, who were engaged in the pay 
negotiations and the Government would certainly not be pressing 
the local authorities to improve on their existing reasonable offer. 
The response would also indicate that pay increases would, of course, 
have to be met by increased rates and taxation, and that if industrial 
action led to a demand for emergency services, Government 
assistance would be made available to the local authorities. The 
Ministerial Committee on Emergencies should ensure that all 
necessary preparations were made to provide assistance to local 
authorities if industrial action was likely to lead to the disruption 
of essential services. 

The Cabinet 
(1) Invited	 the Secretary of State for Employment and 

Productivity, in consultation with the Lord President and 
other Ministers principally concerned, to arrange for the 
issuing of guidance in response to Press questions, on the 
lines indicated in the summing up by the Prime Minister. 

(2) Invited the Secretary of State for the Home Department to 
arrange for the Ministerial Committee on Emergencies 
to consider what preparations were required and, as 
necessary, what assistance should be offered to local 
authorities in maintaining essential services during any 
industrial action by their manual workers. 

In discussion, it was suggested that publication of the proposed 
consultative document might not completely reassure the public of 
the Governments firm intention to legislate on industrial relations. 
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At a meeting with the Prime Minister on 1 September, the General 
Secretary of the Trades Union Congress (TUC) had made it clear 
that the TUC would oppose proposals on the lines of those approved 
by the Cabinet, but since the cause of a number of major strikes 
had been the rejection by trade union members of their leaders' 
recommendations for a settlement, a number of trade union leaders 
might not privately be averse to legislation which would help to 
maintain agreed procedures for negotiation. 

The Cabinet— 

(3) Invited	 the Secretary of State for Employment and 
Productivity to circulate as early as possible his proposals 
for a consultative document and the draft of a Bill on 
industrial relations. 

In discussion it was argued that public opinion was coming 
round to the view that payments from public funds were helping 
to create and prolong strikes and that this should not continue. The 
most effective change would be an alteration in the present Pay as 
You Earn (PAYE) income tax arrangements so that strikers did not 
immediately receive tax refunds. There were, however, objections 
to a general change in the PA YE system in this direction and it 
would be difficult to make a discriminatory change affecting strikers 
only. Reductions in social security benefits, on the other hand, 
might be less acceptable to the public than changes in the tax system 
for this purpose because the benefits were intended to maintain the 
wives and children of strikers. 

The Prime Minister, summing up this part of the discussion, 
said that action which would produce an early impact on those 
contemplating strike action was urgently needed. The Ministers 
concerned should reconsider the possibility of reducing payments to 
strikers from public funds. 

The Cabinet

(4) Invited the Secretary of State for the Home Department to 
arrange for the Ministerial Committee on Social Services 
to reconsider at an early date the possibility of reducing 
payments to strikers from public funds. 

SECRET 
4.* The Chancellor of the Exchequer said that the economic 

situation was particularly difficult, since a high level of 
unemployment, which might normally be dealt with by measures of 
economic expansion was being experienced concurrently with the 

* Previously recorded in a Confidential Annex. 

SECRET 



most severe bout of cost inflation since at least 1951. In June 
earnings were running at a level 12 per cent higher than a year 
earlier; wage rates in July were running 10 per cent higher; and 
wage settlements in that month had yielded average increases of 
14 per cent. While the Trades Union Congress (TUC) claimed that 
the increases in wages stemmed from increases in the cost of living, 
prices had in fact risen by only 6^ per cent over the past year; 
and there had therefore been a substantial increase in net disposable 
real incomes. Over the same period, however, the economy had 
been growing only at some 2-3 per cent a year; and no practicable 
increase in the rate of growth could, as the TUC had argued, enable 
wage increases of the current order to be absorbed without serious 
inflation. In addition to urging measures to stimulate growth, the 
representatives of the TUC whom he had recently met had expressed 
concern that the Government were attempting to enforce a harsh 
and discriminatory incomes policy in the public sector. It was 
important, therefore, to make it clear, as he had done to the TUC, 
that the Government were equally concerned to avoid inflationary 
wage increases in both the public and private sectors, although in 
the former case they had the responsibility as employers—directly 
or indirectly—to act accordingly. The TUC had also been concerned 
about suggestions in the Press that we were heading for economic 
disaster; and he had therefore made it clear to them, as the Secretary 
of State for Employment and Productivity had previously done in 
a public statement, that economic disaster was not in prospect but 
might become so if the present rate of wage increases and cost 
inflation continued for much longer. Demand was reviving, 
particularly in terms of personal consumption; retail sales had 
increased substantially in the second quarter of the year. This rise 
in consumption was expected to continue. Unemployment, however, 
was high; and although this was partly due to the number of students 
registering at this time of the year and to the availability of 
redundancy payments, some increase in the underlying trend had 
been inevitable in the light of the sluggish growth of the economy 
over the last year. The Treasury, unlike the National Institute for 
Economic and Social Research, did not expect any substantial further 
rise in unemployment on a seasonally corrected basis. Export orders 
in the engineering industries in the first half of 1970 were 17 per 
cent higher than a year earlier; but, in view of the distortion of the 
trade returns caused by the dock strike, it would not be easy to 
ascertain for some months how the balance of visible trade was 
moving. There had been a £53 million surplus on the balance of 
payments in the second quarter of the year, compared with £150 
million in the first quarter. There had been some recent pressure 



on sterling; but this was not serious and had not entailed significant 
losses to the reserves. For the future the Government must base 
their economic policy on resistance to excessive wage claims and 
on reductions in public expenditure which would enable them to 
fulfil their commitments to reduce direct taxation and eventually 
to remove the Selective Employment Tax (SET). Savings from 
abolition of investment grants would largely have to be channelled 
back to companies in order to maintain their liquidity. Savings 
required for tax reductions in the personal sector would, therefore, 
have to be found elsewhere. Public expenditure now absorbed 
nearly 50-9 per cent of the gross domestic product compared with 
about 43 per cent in 1963-64. 

In these circumstances it would be premature to institute any 
immediate reflationary action. But, if it did prove necessary to do 
so, it would be possible to reflate at any time by, for example, relaxing 
the existing hire purchase regulations or using the Regulator to reduce 
indirect taxation. Any move to reflate the economy in advance of 
the publication of the results of the present public expenditure review, 
however, could well affect international confidence adversely. 
Moreover, present indications suggested that there would in any 
event be a moderate expansion between the present time and the 
middle of the following year without the introduction of any special 
measures; and the use of the Regulator at this juncture to reduce 
indirect taxation would, of course, limit the scope for the reductions 
in direct taxation to which the Government were committed. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet would wish to resume their discussion of the economic 
prospects in the context of the forthcoming review of public 
expenditure. It would be necessary to consider carefully the total 
impact on individuals and families of the complex of changes 
proposed. It would also be important to ensure that the 
Governmenfs priorities were maintained; reductions must be 
concentrated on expenditure which the Government considered to 
be unnecessary or less essential. Further consideration might be 
given to the suggestion made in discussion that in future the statistics 
of our overseas trade and reserve position should be published 
quarterly rather than monthly. 

The Cabinet-
Took note, with approval, of the summing up of their 
discussion by the Prime Minister. 

Cabinet Office, S.W.1, 

4 September, 1970. 
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SECRET 
The Prime Minister said that the Cabinet faced a difficult and 

complex decision as the result of a series of incidents in which 
representatives of the Arab Fedayeen terrorist organisation, the 
Popular Front for the Liberation of Palestine (PFLP), had taken 
possession by force of several civil aircraft and were detaining two of 
them at Dawson's Field, an airfield in Jordan, together with the 
American, German and Swiss nationals among their passengers, as 
hostages for the release of Fedayeen imprisoned in the Federal 
German Republic, Switzerland and Israel. Although no British 
nationals seemed to have been involved in these incidents, our 
interests were affected in two ways. One of the aircraft concerned 
had been the property of the Israeli airline, El Al; and, when the 
attempt on it had been made en route from Amsterdam to New York 
on 6 September, the pilot had been able to make a forced landing at 
Heathrow Airport, where one of the PFLP terrorists, a woman named 
Leila Khalid, had been taken into custody, her male accomplice 
having been killed by the Israeli security guards during the struggle 
in the aircraft. She was now being held in this country; and it was 
clear that her release was an essential element in the bargain which 
the PFLP leaders were trying to strike as the price of the surrender 
of the aircraft and the individuals whom they were detaining in 
Jordan. But the position had been still further complicated by the 
fact, of which news had reached London only a few minutes before 
the Cabinet assembled, that the PFLP had just seized a BOAC 
aircraft in the course of a flight from Bombay to Beirut. Pending 
the receipt of more detailed information, we could only suppose that 
we too were now in the same position as the United States, Germany 
and Switzerland in that the Arab terrorists now held one of our 
aircraft and a considerable number of our nationals as additional 
hostages. 

We must assume that the PFLP were capable of carrying out 
their threat to destroy the aircraft and the individuals whom they 
controlled if their demands were not satisfied; and in these 
circumstances we had endorsed a United States initiative that we, 
they, the Swiss Government and the German Government should 
co-ordinate our response to the Fedayeen ultimatum by discussions at 
Berne. We had agreed to use the International Committee of the 
Red Cross (ICRC) as our intermediary with the Fedayeen and had 
acquiesced in a United States proposal authorising the ICRC to offer 
the release of Leila Khalid, together with the terrorists held by the 
Swiss and German authorities, in exchange for the hostages and 
aircraft held at Dawson's Field. The Government of Israel were not 
at present a party to this proposed transaction, although many of 
the hostages were Israeli nationals and the PFLP ultimatum had 
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made contingent demands for the release of Fedayeen held by Israel. 
The Red Cross, however, were only prepared to negotiate with the 
Fedayeen for the release of all the hostages, including the Israeli 
nationals. A Red Cross representative, M. Rochat, had already 
made contact with the Fedayeen; but the only significant report 
from him so far was that he believed that the 72-hour time limit 
attached to the Fedayeen ultimatum might be extended. The 
Government of IsraePs intentions in relation to the ultimatum were, 
probably deliberately, being kept obscure. But, although they had so 
far refused to countenance any exchanges with the terrorists, they 
might ultimately be ready to participate in the negotiations. In 
addition they might fear that their hostages might be sacrificed in 
the interests of the other nationals concerned; and this might account 
for an approach which they had made to us that morning for the 
" provisional arrest", in the context of our Extradition Treaty, of 
Leila Khalid. 

As regards the legal position Leila Khalid was at present simply 
being detained; and no charges had so far been preferred against her. 
It would be the duty of the Attorney-General to decide, in the light 
of the reports which he received from the police and the airport 
authorities about the circumstances in which the aircraft made a 
forced landing at Heathrow Airport, whether an offence had been 
committed within British jurisdiction and, if so, whether he should 
prosecute Leila Khalid. The Cabinet should bear it well in mind 
that the Attorney-General, in reaching his decision on these issues, 
was constitutionally required to act solely on the basis of his own 
judgment of the evidence laid before him, although he was entitled, 
in his discretion, to take account of such wider considerations of 
public policy as might be relevant. 

The Foreign and Commonwealth Secretary said that the ICRC 
representative, M. Rochat, was due to meet the Fedayeen 
representatives again at 4 p.m. that day. He had already indicated 
that he doubted whether the Fedayeen would in fact implement their 
threats on the expiry of the present ultimatum. There were now 
some indications that the Government of Israel might eventually be 
prepared to take part in the discussions at Berne. The German 
authorities, on the other hand, were showing signs of wishing 
unilaterally to release the Arab terrorists whom they held; and we 
were seeking to dissuade them from doing so. We had not yet taken 
formal cognisance of the request of the Israeli Government for the 
" provisional arrest " of Leila Khalid; and it would be desirable to ask 
them forthwith that this request should be suspended in view of the 
negotiations for the release of the hostages which were now in train 
and the danger that, if the Fedayeen suspected that we might 
surrender Leila Khalid to Israel, those negotiations might be gravely 
endangered. 



In discussion the Cabinet were advised that it was beginning to 
become questionable how much longer Leila Khalid could be detained 
without charges being laid against her. Moreover, if extradition 
proceedings were instituted, even this element of discretion would be 
removed, since such proceedings could be stayed only by action 
instituted in the British courts, even if that action were subsequently 
abandoned or withdrawn. On the other hand it might be possible, 
under the Aliens Order 1953, for her to be held for five days before 
being charged; and the Home Secretary and the Attorney-General 
should seek to clarify the position in this respect, pending develop
ments in M. Rochat's negotiations in relation to the PFLP ultimatum. 

Meanwhile we should seek to promote a debate in the Security 
Council of the United Nations, on the basis of an appropriate 
Resolution, despite the risk that this might merely exacerbate 
relations between Israel and the Arab States. It was also very urgent 
to decide whether there was any action which could be taken in 
relation to the BOAC aircraft which had been seized by the PFLP 
shortly before the Cabinet met and was now within 30 minutes' flying 
time of Beirut, where the terrorists intended to have it refuelled before 
proceeding elsewhere. The Fedayeen had apparently occupied the 
control tower at Beirut Airport and were threatening to destroy the 
aircraft if refuelling operations were impeded. It could be argued 
that we should not appear, by remaining wholly inactive in this 
situation, to be ready to concede to any measure of blackmail which 
might be brought to bear upon us. On the other hand it would be 
dangerous to try to limit or control the discretion of the captain of 
the aircraft in judging what course of action would be most likely to 
ensure the safety of his passengers and crew. On balance, the wisest 
course would be to send an urgent message to Her Majesty's 
Ambassador at Beirut and, if possible, directly to the aircraft through 
BOAC wireless channels, advising the captain that he should be 
guided by his own judgment; and the Lebanese authorities should be 
requested by Her Majesty's Ambassador to comply with the wishes 
of the captain so far as possible. BOAC might also suggest to the 
captain that he should try to persuade the terrorists that it might well 
be unsafe for him to attempt to land the aircraft at Dawson's Field 
and that he should be allowed to take it to some recognised airport. 
Meanwhile, the Corporation should take urgent action to divert other 
British aircraft from Beirut or from any airport in the area which 
might be under the control of the terrorists. 

The Cabinet then considered means of providing additional 
protection for aircraft and airports in this country. The President of 
the Board of Trade said that it would be virtually impossible and 



prohibitively expensive to try to ensure total security against sabotage 
at London Airport. But within the limits of available manpower and 
security services our precautions had already been intensified, 
particularly as regards the control of passengers boarding aircraft, 
although traffic was inevitably being delayed as a result of the 
additional measures now being taken. 

In discussion it was agreed that the security of other airports in 
this country, especially Prestwick and Gatwick, should be urgently 
reviewed. It was also for consideration whether in present 
circumstances British air services to the Middle East should be 
maintained and, if so, whether Arab passengers should continue to 
be accepted. Any action in this connection, however, might preferably 
take the form of critical examination of passenger lists rather than a 
general boycott of air services to the Arab States as a whole. The 
question of security aboard British aircraft should also receive urgent 
attention; in particular we should seek to clarify the attitude of 
British airlines and aircrews to the introduction of armed security 
guards. Such guards had apparently foiled several attempts to take 
forcible possession of El Al aircraft, although the risks involved were 
amply illustrated by the most recent case at London Airport, when 
the use of armed force by the Israeli security guard might have caused 
a major disaster if a hand grenade carried by one of the terrorists 
whom he was overpowering had not accidentaly failed to explode. 

The Prime Minister, summing up the discussion, said that further 
action must now wait on the progress of M. Rochafs negotiations in 
Berne. But all members of the Cabinet should hold themselves 
available to resume discussion of the situation at short notice; and 
in the meantime the action which the Cabinet had approved should 
be put in hand without delay. 

The Cabinet— 

(1) Invited	 the Foreign and Commonwealth Secretary, in 
consultation with the President of the Board of Trade, to 
arrange, as a matter of great urgency, for appropriate 
messages to be conveyed to the Government of the 
Lebanon and to the captain of the British aircraft which 
had been forcibly seized while approaching Beirut, 
designed to ensure, so far as possible, the safety of the 
passengers and crew. 

(2) Invited the Foreign and Commonwealth Secretary to request 
the Government of Israel to suspend their application for 
the provisional arrest of Leila Khalid under our 
Extradition Treaty with Israel. 



(3) Invited the	 Home Secretary and the Attorney-General to 
give further consideration to the period for which it would 
be permissible to hold Leila Khalid in detention. 

(4) Invited the President	 of the Board of Trade to give urgent 
consideration to the various measures which had been 
suggested in their discussion for the intensification of the 
security of British aircraft and airports. 

Cabinet Office, S.W.1, 
9 September, 1970. 
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SECRET 
The Cabinet were informed that, although a renewed outbreak 

of disorder in Jordan had prevented until that morning further 
contact between M. Rochat, the representative of the International 
Committee of the Red Cross (ICRC), and the leaders of the Arab 
Fedayeen organisation, the Popular Front for the Liberation of 
Palestine (PFLP), at Dawson Field, it appeared that the time limit 
attached to the PFLP ultimatum would be extended for a further 
72 hours and would therefore expire at approximately midnight on 
Saturday, 12 September. In addition the Fedayeen leaders had 
communicated to M. Rochat certain terms, which were stated to be 
provisional and subject to ratification by the " Palestinian 
Organisation ", whereby all the women, children and sick in all three 
aircraft at present held at Dawson Field would be released, provided 
that the ICRC could deliver in Amman the Fedayeen prisoners held 
by the Swiss and Federal German Governments, together with the 
terrorist, Leila Khalid, whom we had taken into custody and the 
body of her male accomplice. The remaining passengers of the three 
aircraft would be released in exchange for Fedayeen prisoners held 
in Israel, to be designated in a list which would be provided to 
M. Rochat by the PFLP later in the day. 

The Foreign and Commonwealth Secretary said that these 
proposals were being considered at Berne by representatives of the 
Governments of the United States, the United Kingdom, the Federal 
Republic of Germany and Switzerland, together with a spokesman 
of the Government of Israel, who had now agreed to be associated 
with the discussions about the release of the hostages at Dawson 
Field. So far we were maintaining our earlier stipulation that any 
agreement with the PFLP must embrace all hostages whom they 
held. But the position was complicated not only by a suggestion put 
forward by the Swiss Government that we should seek to negotiate 
an agreement with the PFLP providing for the unconditional release 
of all the women and children but also by the fact that the Israeli 
representative was without instructions, and it was still uncertain 
how far the Government of Israel would be willing to be a party to 
any agreement with the PFLP at all. Meanwhile, the Security 
Council of the United Nations were now seized of the problem and 
had passed a reasonably satisfactory Resolution condemning the 
outrage; and we had taken the additional precaution of tentatively 
suggesting to the Secretary-General, U Thant, that, against the 
possibility that the ICRC might fail in their efforts to negotiate a 
settlement, the United Nations might consider stationing observers 
at Dawson Field as a further deterrent to any attempt by the PFLP 
to massacre the prisoners. It was perhaps significant that the 
Government of Iraq, whose sympathies had hitherto lain with the 



PFLP, had now expressed disapproval in principle of the forcible 
seizure of aircraft and had said that they would exert every effort 
with the Fedayeen to obtain the release of all the hostages, 
irrespective of nationality. This suggested an additional means by 
which pressure might be brought to bear on the PFLP, particularly 
since the guerillas drew much of their financial support from the 
Iraqi Government. 

In discussion it was suggested that the Government might incur 
severe criticism and lose a propaganda point to the Fedayeen if they 
refrained from supporting any attempt to secure the release of the 
women and children, whether or not this was conditional on the 
release of the Fedayeen prisoners held by the British, German and 
Swiss Governments. The conditions at Dawson Field were said to 
be deteriorating; and on humanitarian grounds we should lose no 
opportunity to rescue those who were least able to withstand the 
increasing strain and discomfort. On the other hand, if the Fedayeen 
were susceptible to considerations of this kind, there was nothing 
to prevent them from voluntarily releasing the women and children. 
Moreover, the ICRC considered that the terms proposed by the 
Fedayeen involved serious discrimination which might compel them 
to reconsider the possibility of continuing their task as a neutral 
intermediary; and this attitude might reflect a genuine, and perhaps 
well-founded, fear on their part that, once the Fedayeen had 
disembarrassed themselves of the women and children, they would 
have less compunction in carrying out their original threat to execute 
the male passengers unless their demands were satisfied. Under 
such an arrangement we might have to surrender Leila Khalid, who 
constituted the one bargaining asset in our possession, in exchange 
for the return of only the British women and children held by the 
Fedayeen; and the fate of the British men would then depend entirely 
on the unpredictable extent to which the Government of Israel might 
be prepared to surrender any of the Fedayeen whom they held. It 
might well prove a serious tactical error to allow the PFLP to create 
disunity in this way between the five Governments concerned; and, 
although our attitude to their proposal must to some extent depend 
upon the further discussions in Berne, the overriding consideration at 
the present stage was the need to maintain a united front against the 
terrorists' demands. 

Meanwhile Leila Khalid, who had originally been held in order 
to assist the police in their enquiries into the forcible seizure of the 
El Al aircraft on 6 September, had now been formally detained 
under the Aliens Order, 1953. As a result, she could remain in the 
custody of the police for a further five days; but, if she was to be 
detained thereafter, she would have to be removed, as from Sunday, 
13 September, to prison. We must bear in mind the possible effect 
of her lodgment in prison on the course of the negotiations, if they 
were still in train at that point. 



The Cabinet then considered the situation in Jordan, which 
had deteriorated to a point at which HM Ambassador had advised 
all British subjects who could do so to leave by ordinary commercial 
services while these were still available. The necessary Service 
aircraft were being stationed in Cyprus and Bahrein and would be 
available both to convey the hostages from Dawson Field, if an 
agreement with the PFLP was reached, and to assist in the evacuation 
of British subjects from Jordan. But access to the airport at Amman 
appeared to be under the control of the Fedayeen; and, short of a 
major military operation, it could not be regarded as available for 
use by British military aircraft. It would be preferable, therefore, 
that British subjects should leave Jordan by commercial charter 
flights arranged under the auspices of the ICRC; and it was hoped 
that the Lebanese airline, Middle East Airways, would provide 
aircraft for this purpose. 

The Cabinet next reviewed the measures to intensify security 
in relation to British aircraft and British airports. Although the 
information obtained during the interrogation of Leila Khalid 
suggested that the PFLP were particularly hostile to the United 
Kingdom, whom they regarded as the leaders of resistance to their 
demands, and might well try to take forcible possession of another 
British aircraft, it was agreed that, while flights to Beirut should 
continue to be suspended, it would be inexpedient to require British 
airlines to withdraw all their services to North Africa and the Arab 
countries of the Middle East, since no other country appeared to be 
contemplating so drastic a step and the Arab countries concerned 
might well retaliate by withdrawing the overflying rights which they 
at present granted us. On the other hand, British airlines should 
continue as at present to re-route through services through non-Arab 
countries to the extent practicable. It was also agreed that it would 
be impracticable to enforce a complete search of all passengers and 
luggage on British aircraft, which would be administratively 
impossible and would entail intolerable delays. It would be 
preferable to concentrate on introducing security guards on all 
aircraft of the British Overseas Airways Corporation and all aircraft 
on the overseas services of British European Airways and British 
United Airways, especially those to Arab countries. Such guards 
should be unarmed and preferably in plain clothes. In addition, the 
airlines should limit their acceptance of passengers to individuals 
who had booked their flights 72 hours in advance and should refuse 
to accept last-minute additions to passenger lists. It might be 
necessary for the stipulation as regards forward booking to be 
advanced day by day; but it should be retained in force until the 
present emergency had been resolved. In addition, Ministers should 



consider their own intentions so far as air travel was concerned; 
and they should notify the Prime Minister in advance of any journey 
which could not easily be made otherwise than by commercial 
air flight. 

The Prime Minister, summing up the discussion, said that, 
although it was not possible to reach a final decision about the 
hostages held at Dawson Field until a further report had been 
received from the five-Power meeting in Berne, the Cabinet should 
hold themselves available to resume discussion, if necessary, at very 
short notice. 

The Cabinet— 
(1) Took note of the developments	 in the negotiations for the 

release of the hostages held by the Popular Front for the 
Liberation of Palestine at Dawson Field. 

(2) Invited the President	 of the Board of Trade to arrange for 
the British Airways Corporations to introduce additional 
security precautions on their aircraft on the lines which 
had emerged from the Cabinet's discussion. 

Cabinet Office, S.W.1, 

11 September, 1970. 






THIS DOCUMENT IS T H E P R O P E R T Y OF 

H E R BRITANNIC MAJESTY'S G O V E R N M E N T 


Printed for the Cabinet. June 1971 

CM (70) Copy No. 2 3 
15tfa Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 

10 Downing Street, S.W.1, on Saturday, 12 September, 1970, 


at 7 p.m. 


Present: 


The Right Hon. EDWARD HEATH, M P , Prime Minister 


The Right Hon. REGINALD MAUDLING, The Right Hon. SIR ALEC DOUGLAS-

M P  , Secretary of State for the Home HOME, M P  , Secretary of State for 
Department Foreign and Commonwealth Affairs 

The Right Hon. LORD HAILSHAM OF The Right Hon. ANTHONY BARBER, 

ST. MARYLEBONE, Lord Chancellor M P , Chancellor of the Exchequer 

The Right Hon. WILLIAM WHITELAW, The Right Hon. ROBERT CARR, M P  , 

M P , Lord President of the Council Secretary of State for Employment 
and Productivity 

The Right Hon. PETER WALKER, M P, The Right Hon. PETER THOMAS, Q C , 
Minister of Housing and Local M P , Secretary of State for Wales 
Government 

The Right Hon. JAMES PRIOR, M P, The Right Hon. MICHAEL NOBLE, M P , 
Minister of Agriculture, Fisheries and President of the Board of Trade 
Food 

The Right Hon. JOHN DAVIES, M P , 

Minister of Technology 

The following were also present: 

The Right Hon. FRANCIS PYM, M P , LORD BALNIEL, M P  , Minister of State 
Parliamentary Secretary, Treasury for Defence 

SIR DENIS GREENHILL, Foreign and Mr. J. H. WADDELL, Home Office 
Commonwealth Office 

Mr. T. C. HETHERINGTON, Law 
Officers' Department 

Secretariat: 
SIR BURKE TREND 

SIR ROBIN HOOPER 

Mr. T . D. OTLEARY 



Subject 

ACTS OF VIOLENCE AGAINST CIVIL AIRCRAFT 



Acts of 
Violence 
Against Civil 
Aircraft 
Previous 
Reference : 
CM (70) 14th 
Conclusions 

SECRET 
The Prime Minister informed the Cabinet of the developments 

in Jordan since their last meeting. For most of the previous day 
we had been out of contact with M. Rochat, the representative of the 
International Committee of the Red Cross (ICRC), who was 
negotiating with the leaders of the Arab Fedayeen organisation, the 
Popular Front for the Liberation of Palestine (PFLP), about the 
release of the hostages whom they held. His place appeared to have 
been taken by M. Freymond, the Vice-President of the ICRC. The 
position of the hostages themselves was unclear; and there had been 
conflicting messages about the extent to which they were being 
moved from the three aircraft at Dawson Field to Amman. But, 
despite the great uncertainty and confusion which appeared to 
prevail in Amman, it seemed clear that, apart from those passengers 
held in the Intercontinental Hotel at Amman who had now been 
released, the rest remained effectively under the control of the PFLP 
and must still be regarded as hostages. 

During the afternoon the PFLP had carried out their threat to 
destroy the aircraft, having previously removed all passengers. They 
had now communicated through M. Freymond the terms on which 
they were prepared to reach a settlement. These provided that all 
non-Israeli and non-American passengers would be released 
unconditionally, apart from six British, six German and six Swiss 
citizens, who would be detained as hostages until the seven Fedayeen 
prisoners held by the British, German and Swiss Governments, 
including Leila Khalid, were delivered in Amman; that Israeli 
citizens " with military status" would be detained pending an 
exchange with Fedayeen prisoners held in Israel; and that all United 
States passengers would be freed unconditionally, apart from those 
considered to be of dual United States/Israeli nationality and having 
"military status " in Israel, who would be detained on the same basis 
as the Israeli citizens who had " military status ". In addition, 
British schoolchildren would be free to leave immediately and 
unconditionally. 

But even while this communication was being received Her 
Majesty's Ambassador in Amman had reported that a serious 
situation was developing in the city, where the Fedayeen had 
apparently formed the impression that we did not intend to release 
Leila Khalid. As a result they had adopted a hostile attitude and 
were now threatening the Embassy that if, within the next few hours, 
we did not undertake that we were prepared to set her free, the 
consequences could be violent. Since this situation clearly implied 
that the hostages were now in imminent danger, Her Majesty's 
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Ambassador had advised that we should forthwith issue a public 
statement designed to correct the PFLPs misunderstanding of our 
intentions. 

In these circumstances the group of Ministers mainly concerned 
had met immediately before the Cabinet assembled and had approved 
the issue of a public statement, indicating that, in order to avoid any 
misapprehension or possible loss of life, the Government wished to 
let it be known that they were prepared to return Leila Khalid to an 
Arab country as a part of a satisfactory settlement of the problem 
of the detained passengers and crews of the three aircraft. This 
statement did no more than make our intentions public in the form 
in which we had repeatedly tried to convey them to the PFLP 
through the agency of the ICRC. But, in view of the way in which 
the situation was developing, it had been so worded that, while it 
remained consistent with our earlier stipulation that the settlement 
must be non-discriminatory and must satisfy the interests of all five 
Powers concerned, it did not exclude the possibility that, if the 
Israeli Government refused to make any contribution to such a 
settlement, the three European Powers might have to reach a 
separate agreement with the PFLP. We should also make it known 
that, in the circumstances as they existed at the present moment, the 
Attorney-General did not intend to initiate any legal proceedings 
against Leila Khalid; and it might subsequently be necessary, in 
order to prevent any further misunderstanding, to make it clear that 
this assurance would not be affected when she was transferred from 
police custody to prison, as would become necessary under the 
Aliens (Places of Detention) Order on the evening of the following 
day if it had not been possible by then to exchange her for 
the hostages in Amman. 

The statement had been issued just before 7 p.m.; and the 
broadcasting agencies had been requested to ensure that it had 
immediate distribution in both their World and their Arabic 
services. At the same time action was being taken very urgently to 
ensure that the other Governments concerned would not regard it 
as an indication that we were retreating from the unified front which, 
together with them, we had hitherto presented to the PFLP demands. 

In discussion the Cabinet agreed that in the circumstances no 
other course of action had been open to us; and they endorsed the 
terms of the statement which had been issued. They then turned to 
consider the communication from the PFLP which had been 
forwarded by M. Freymond. It seemed clear that the offer to release 
the British schoolchildren forthwith was genuinely unconditional. 
For the rest, it was possible to regard the three elements in 
the communication as inter-related in the sense that no one of them 
would be implemented unless the others were accepted; and in this 



case the offer to release non-Israeli and non-American passengers 
(apart from the 18 European hostages), together with American 
passengers other than those of dual United States/Israeli nationality, 
would not be unconditional in the same sense. The fact that the 
original offer by the PFLP had provided for the return of the 
aircraft as well as the passengers and that the aircraft had 
nevertheless been subsequently destroyed suggested that we should 
be on our guard against ambiguity in the present offer. It was 
equally possible, however, to take the proposal at its face value and 
to assume that the non-Israeli and non-American passengers (apart 
from the European hostages), together with the American passengers 
other than those of dual nationality, were genuinely available for 
unconditional release. On that hypothesis it was essential that they, 
together with the British schoolchildren, should be removed from 
the power of the Fedayeen as rapidly as possible and that no 
indication of our attitude to the PFLP terms should be given until 
they were safe. The ICRC, who had two aircraft in Amman, were 
prepared to remove as many of them as possible early on the 
following day; and arrangements should be made to provide 
additional civil aircraft, so far as necessary, as a matter of urgency. 
Service aircraft should be held available in Cyprus to provide for 
their onward conveyance to the United Kingdom. 

At the same time we must consider our attitude to the 
communication from the PFLP in the light of the fact 
that M. Freymond had intimated to our Ambassador in Amman 
and the representatives there of the United States, Germany and 
Switzerland, and also to the Fedayeen, that having received this offer, 
which he regarded as the only possible solution of the problem, and 
since it was apparently a " diktat" which was not open to 
negotiation, he considered that the ICRCs mandate in the matter 
was finished. If so, we appeared to face a choice between two 
courses of action. On the one hand, we could indicate to the other 
Governments concerned that we were prepared to continue to seek 
a non-discriminatory solution embracing all the categories of 
hostage but that, in that event, our statement indicating that we were 
prepared to return Leila Khalid in the context of such a solution 
represented the maximum contribution which we could make and 
that it would now be for the United States Government to ensure 
that the Government of Israel made a corresponding contribution in 
order to enable a settlement on a five-Power basis to be achieved. 
Alternatively, if the Israeli Government were not prepared to make 
such a contribution, and the United States Government were not 
willing to press them to do so, we could disengage from the five-
Power consortium and, together with the other Governments who 



shared our view, seek to conclude a bargain which would safeguard 
our own nationals. In the last resort we must clearly be prepared 
to take the latter course, since we could not agree that the fate of 
British subjects should depend wholly on the decision of the Israeli 
Government, however little flexibility they might be disposed to 
display. But, although the United States Government still appeared 
relucant to bring pressure to bear on the Government of Israel, the 
Israeli Ambassador in London had indicated that his Government 
could not remain indifferent to considerations of ordinary humanity 
if they were confronted with proposals which were tolerable. It was 
therefore increasingly urgent to obtain from the PFLP the promised 
list of Fedayeen prisoners in Israeli hands whose return they would 
require as the price of releasing individuals with Israeli or dual 
United States/Israel nationality and " military status ". As soon as 
that list was available and all the hostages who were to be released 
unconditionally had been safely removed from Jordan, we must 
press the Government of Israel for a clear indication of the extent 
to which they were prepared to make their contribution to a five-
Power settlement; and, in doing so, we should allow them to 
understand that, in default of such a contribution, some of the 
Governments concerned might need to reconsider their previous 
attitude towards a non-discriminatory agreement. We must 
recognise, however, that if the reaction of the Government of Israel, 
when they were confronted with the list of the PFLP's specific 
demands, was essentially reasonable, we might thereafter have 
to continue to co-operate in the attempt to reach an essentially five-
Power agreement, regardless of the consequences. 

The situation clearly demanded the services of a very 
experienced negotiator; and, although every effort should be made 
to persuade M. Freymond to reconsider his decision to withdraw 
the services of the ICRC in this context, we should invite the 
representatives of the five Powers at Berne to consider, as a matter 
of great urgency, how he would best be replaced if he refused to 
continue to serve. 

The Prime Minister, summing up the discussion, said that the 
communication from the PFLP should now be remitted to the 
representatives of the five Powers in Berne, who should be requested 
to consider it forthwith in the light of the points which had emerged 
during the Cabinet's review of the position. But, in view of the very 
delicate political position which had now developed, it was essential 
that the reply to this communication should be referred for 
consideration by the Cabinet before it was despatched; and our 
representative at the Berne discussions should be instructed 
accordingly. 



The Cabine t 
(1) Endorsed	 the issue of a public statement indicating the 

circumstances in which the Government were prepared 
to return Leila Khalid to an Arab country. 

(2) Invited	 the Foreign and Commonwealth Secretary, in 
consultation with the President of the Board of Trade 
and the Minister of State for Defence, to arrange as a 
matter of great urgency for the removal from Amman of 
all the hostages whom the Popular Front for the 
Liberation of Palestine were prepared to release 
forthwith and unconditionally. 

(3) Agreed that no reply should be sent to the communication 
from the Popular Front for the Liberation of Palestine 
until action under Conclusion 2 above had been 
completed. 

(4) Invited	 the Foreign and Commonwealth Secretary to 
arrange for the communication from the Popular Front 
for the Liberation of Palestine to be remitted immediately 
to the representatives of the five Powers at Berne for the 
preparation of a draft reply, which should be submitted 
to the Cabinet before despatch, and to ensure that 
meanwhile the offer contained in that communication 
was neither accepted nor rejected. 

(5) Invited the Foreign	 and Commonwealth Secretary to seek 
to ascertain whether the Government of the United 
States were prepared to bring pressure to bear on the 
Government of Israel to make a reasonable contribution 
to a five-Power settlement and to indicate in the five-
Power discussions at Berne that, in default of such 
a contribution, some of the Governments concerned 
might have to consider whether to abandon the 
non-discriminatory approach to the problem which they 
had maintained hitherto. 

(6) Invited the Foreign and Commonwealth Secretary to make 
every effort to persuade M. Freymond to continue to 
make the services of the International Committee of the 
Red Cross available for the further negotiations with the 
Popular Front for the Liberation of Palestine and, if he 
refused to do so, to ascertain what recommendation 
about his successor the five-Power representatives in 
Berne would wish to make. 

Cabinet Office, S.W.1, 
13 September, 1970. 
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SECRET 
1. The Prime Minister, reviewing developments since the 

Cabinet had last considered the situation on the evening of 
12 September, said that HM Ambassador in Amman had reported 
that the statement issued that day on the Governmenfs intentions 
regarding the release of Leila Khalid had had a calming effect in 
Amman and that the situation there remained quiet for the present. 
There had been Press reports to the effect that the disturbances in 
Amman on Saturday which had resulted in the issue of our statement 
had not in fact occurred; but these reports had emanated not from 
Amman but from Beirut and were inaccurate. Indeed, HM 
Ambassador had warned us during the previous day that Leila 
Khalid had now become a popular heroine and a symbol of 
Palestinian resistance; and if, as was required by the provisions of 
the Aliens (Places of Detention) Order as it then stood, she were 
transferred that day from police custody to prison, albeit without 
any change in her legal status, there was a risk that the Fedayeen 
supporters of the Popular Front for the Liberation of Palestine 
(PFLP), misunderstanding our intentions once again, would provoke 
further outbreaks of violence in which the lives of the remaining 
hostages would be exposed to renewed danger. The matter had 
accordingly been considered on the afternoon of 13 September by 
the group of Ministers mainly concerned; and the Home Secretary, 
after seeking legal advice and with the agreement of his colleagues, 
had made an Order to amend the Aliens (Places of Detention) Order, 
the effect of which would be to permit Leila Khalid's continued 
detention in police custody. 

Meanwhile the great majority of the hostages held by the 
Fedayeen had now been released and had left Jordan safely. Some 
56, however, remained in Fedayeen hands. Their exact whereabouts 
was not known; but they were thought to be confined in a camp 
near Amman, under the sole guard of the PFLP. Of the total of 56, 
8 (5 passengers and 3 aircrew from the VC-10 aircraft) were British 
subjects; 2 were German nationals; 6 were Swiss; and the balance 
were Israelis, United States citizens and individuals of dual United 
States-Israeli nationality. While it was satisfactory that the great 
majority of the passengers and aircrew had now been released and 
that our apprehensions about the possible ambiguity of the Fedayeen 
offer had been shown to be unfounded, the matter could not be 
allowed to rest there; in particular, the impression should not be 
allowed to gain ground in the five-Power discussions in Berne and 
elsewhere that the problem had become any less urgent simply 
because a smaller number of hostages was involved. On the 
contrary, those who remained in the hands of the PFLP might be 
in greater danger now than they had been before the release of the 
main body. It was therefore increasingly urgent to re-establish an 

121428 A 2 



effective channel through which to conduct negotiations with the 
Fedayeen. The Vice-President of the International Committee of 
the Red Cross (ICRC), M. Freymond, and the ICRC representative 
in the Middle East, M. Rochat, had now returned to Switzerland, 
leaving behind in Amman a small ICRC party under the direction 
of M. Jacquinet. The latter's terms of reference were not entirely 
clear; but it appeared that, although he would be concerned 
primarily with medical and humanitarian questions, he would be 
empowered and prepared to act as an intermediary with the 
Fedayeen, at least to the extent of ascertaining their terms for the 
release of the remaining hostages. At a meeting of the five-Power 
group in Berne during the previous night, at which M. Freymond 
and M. Rochat had been present, HM Ambassador had been 
instructed to make a strong plea that the ICRC should resume full 
participation in the negotiations with the Fedayeen. The latter had 
indicated that the release of the remaining hostages would be 
contingent on the release by the Israeli Government of Fedayeen 
prisoners in their hands. But they had not so far given any specific 
indication of the numbers, categories or identity of the prisoners 
whose return they would demand; and information on these essential 
points could be obtained, if at all, only when a channel of 
communication with the Fedayeen was re-established. For their 
part, the Government of Israel had continued to maintain that they 
had already made a major concession in accepting that we, together 
with the German and Swiss Governments, should intimate to the 
Fedayeen that we were prepared, as part of a satisfactory general 
settlement, to consider the release of the Fedayeen prisoners whom 
we held; and that they therefore saw no reason for any further 
concession by Israel. At the same time, they had arrested and 
detained some 450 Arabs in Israel, without consulting or even 
warning the other participants in the discussions in Berne. The 
United States were still showing reluctance to press the Israeli 
Government to adopt a less rigid position, no doubt because from 
their point of view the overriding consideration, to which they gave 
first priority, was the need to avoid any action which might prejudice 
the prospects for the resumption of negotiations between Israel and 
the Arab States in relation to the Middle East situation as a whole; 
and this factor, together with their concern about the forthcoming 
meeting between the President of the United States, Mr. Nixon, and 
the Israeli Prime Minister, Mrs. Meir, would make them hesitate to 
bring pressure to bear on the Government of Israel as regards the 
relatively limited issue of the release of the hostages in Amman. 
In these circumstances, however, it was likely to become increasingly 
difficult to ensure that the five Powers would remain united in 
refusing to contemplate a settlement except on a non-discriminatory 
basis. So far the German Government, despite rumours to the 
contrary from Amman, had held firm, as had the Swiss Government. 



Public 
Expenditure 
(Previous 
Reference: 
CM (70) 8th 
Conclusions, 
Minute 6) 

But the longer the present deadlock continued, the more the pressure 
was likely to grow, not only in Germany and Switzerland but in 
this country also, for effective action to secure the release of their 
and our nationals. If the Government of Israel remained obdurate 
and the United States continued to refuse to bring pressure to bear 
on them, resentment was likely to build up in the European countries 
on the ground that our hostages were being used as pawns in the 
general Arab-Israel confrontation which was of no direct concern 
to us; and this resentment could not be contained indefinitely. 

The Foreign and Commonwealth Secretary confirmed that there 
appeared to be no prospect of further progress towards the release 
of the hostages unless the Government of Israel adopted a less 
uncompromising attitude; and only the United States could exert 
effective influence on them in this direction. Hitherto the United 
States Government had appeared not to appreciate the strength of 
feeling in the European countries or the very real danger that the 
unity of the five Powers in the discussions in Berne might be strained 
to breaking-point. But, as a result of the discussions which had now 
taken place between HM Ambassador in Washington and the United 
States Secretary of State, Mr. Rogers, the latter now seemed to have 
a better understanding of the position. In particular, he was 
concerned that many of the non-European hostages were of dual 
United States/Israeli nationality; and he had taken note of our 
warning that, if the five-Power unity in the Berne discussions could 
not be maintained, the United States might find themselves isolated 
in company with Israel. He still seemed to think, however, that it 
was wiser, on balance, to proceed at a more cautious and deliberate 
pace than we ourselves believed possible. 

The Prime Minister, summing up a brief discussion, said that, 
although Ministers might need to consider the situation again at 
short notice, no further action on our part was required for the time 
being. We must now wait to see how far our representations in 
Washington were reflected in the attitude of the United States 
representative in the discussions in Berne. 

The Cabinet— 
Took note of the statements by the Prime Minister and the 
Foreign and Commonwealth Secretary. 

SECRET 
*2. The Cabinet memoranda on public expenditure by the 

Chancellor of the Exchequer (CP (70) 38) and the Chief Secretary, 
Treasury (CP (70) 39). 



The Prime Minister said that the Cabinet had agreed on 23 July 
that their objective should be a net reduction in public expenditure 
amounting to £1,700 million, including £700 million from the 
abolition of investment grants, by 1974-75. It was important that 
the present survey should not be looked on simply as an exercise to 
secure necessary savings in public expenditure. The Government 
had been returned to office pledged to a radical review of the services 
which the Government should provide, with the aim of withdrawal 
from spheres where firms and individuals could more appropriately 
provide for themselves with the additional resources released by 
lower taxation. The Government were committed to this major 
change of course and not simply to some transfer of the costs of 
publicly provided services from the Exchequer to the user. They 
were committed to reduce taxation in order also to provide new 
stimuli to individual initiative and economic growth. 

The Chancellor of the Exchequer said that, in order to put the 
Government into a position to make a statement on the first day 
that Parliament reassembled, the Cabinet would need to consider 
the outstanding proposals by the Chief Secretary for public 
expenditure savings and any proposals for additional savings and 
new expenditure during the week beginning 28 September. Drafts 
of the proposed Parliamentary statement and accompanying White 
Paper would need to be completed by 15 October for the Cabinefs 
consideration on 20 October. The Government^ commitments were 
specific and clear. The nation had been led to believe that they 
would drastically reduce expenditure on services provided by 
Government; and reductions on the scale which had already been 
agreed were needed to enable them to carry out their general 
strategy. Under the previous Administration public expenditure 
had risen from 43 per cent to 51 per cent of the gross national 
product and their future programme would have involved an increase 
in the present level of taxation by more than £300 million by 1974. 
A corresponding reduction in public expenditure was needed merely 
to prevent a rise in present tax rates and it was only by making 
economies beyond that point that the Government could make room 
for the tax reductions to which they were pledged, as set out in the 
first paragraph of his memorandum. Meanwhile they had already 
agreed to additional public expenditure of £30 million in 1971-72. 
Although the yield of taxes at present rates increased, with inflation, 
year by year so did the costs of publicly provided services, and it 
would be irresponsible to rely now on faster economic growth in 
the future as the principal means of reducing taxation. Nor could 
the Government look to a value-added tax as a means of reducing 
direct taxation and continuing to finance public expenditure at 
present levels: the introduction of a value-added tax would provide 
the revenue at present provided by purchase tax and the selective 
employment tax. The Exchequer would save £700 million from the 



abolition of investment grants, but with sluggish investment, with 
companies in a tight liquidity position, and with continuing problems 
of regional development, it must be assumed that the greater part of 
these savings would need to be returned to companies in some form: 
he and the Minister of Technology were at present discussing this 
question and hoped to bring proposals on investment incentives 
before the Cabinet in the week beginning 28 September. It was 
therefore necessary to find savings of £1,000 million elsewhere. 
Though the specific proposals for cuts in services would appear 
unwelcome and some might be unpopular, public opinion had been 
led to expect that many of them would be put into effect and, as the 
Prime Minister had said, there was no better time for a major change 
of course than the beginning of a new Parliament. As the Chief 
Secretary would explain in introducing his own paper, it was 
moreover important to maintain a reasonable balance between cuts 
in social expenditure, which would impose burdens on those with 
low incomes, and other Government expenditure; but on the basis 
of the present response to the Chief Secretary's proposals the pattern 
of cuts would be seriously unbalanced. In discussion it was 
emphasised that there was a general expectation, both here and 
abroad, that the Government would shortly be putting forward major 
proposals. Unless the reductions in expenditure were sufficient to 
make room for substantial reductions in taxation, the credibility of 
the Governmenfs entire policies would be at risk. It was, therefore, 
essential that the original target of £1,000 million savings (apart from 
the abolition of investment grants) should be achieved. To ensure 
this, it would be essential to include the prospective savings from 
the major changes proposed in housing policy and in the system Of 
agricultural support. On the other hand, the proposed reductions in 
expenditure had not been forced on the Cabinet by an economic 
crisis but arose from the redirection of priorities by a new 
Government. While some of the proposed reductions in expenditure 
would not be popular, they could be presented as part of an overall 
strategy and could be more easily undertaken now than at any other 
time. It was, however, argued that it would be unfortunate if certain 
of the major policy changes, for instance on council house rents, were 
first presented as part of a general saving in public expenditure to 
make room for reductions in taxation. The new housing policy 
should be presented rather as part of a new policy which would 
concentrate direct help (through rebates) on those who really needed 
it while putting others in a position (through tax reductions) to pay 
the real cost of the services they required. Any announcement which 
allowed the prospective average increases of £2-£4 per week in rents 
to be reduced without relating them to the offsetting tax reductions 
might increase the rate of wage inflation and would certainly be 



strongly opposed. The proposed change in agricultural support 
arrangements would in any event be troublesome to negotiate and 
it would be advisable to secure the maximum savings—which would 
be substantially more than the £150 million proposed—in such 
negotiations. And, while it would be necessary for the Cabinet to 
settle now the bases for the social security upratings in 1971 and 
1973, it would be unnecessary to reveal them so far in advance. It 
might also take time to work out how adequate offsets for poorer 
families could be provided, as the tax system seemed unlikely to 
provide sufficient scope without some additional public expenditure. 
In the circumstances, therefore, it might be helpful if the total savings 
expected in 1974-75 were given in only broad terms and their 
components not spelled out in detail in the proposed statement and 
White Paper. The new strategies in particular fields could then be 
announced in policy statements setting them in their proper context. 

In further discussion concern was expressed about the balance 
of the reductions so far agreed. To fit in with the Cabinefs overall 
strategy, real reductions in Governmental activities were required. 
Yet the agreed items were largely increases in charges, together with 
certain other cuts in the social services. Without additional 
substantial savings on assistance to industry, research and 
development, and technological support public opinion would not 
consider the outcome fair. On the other hand it was argued that 
major cuts in assistance to industry and related fields depended on 
detailed studies which could not be completed for some time. It 
would be unwise to accept that reductions of a particular order would 
be feasible before the possibilities had been fully assessed. Moreover, 
substantial sums beyond those now allocated might be needed for 
investment in the steel industry, and it was not yet possible to be sure 
that they could be raised elsewhere. It was, however, argued that it 
should still be possible to decide now the scale on which reductions 
in activities ought to be made to carry out the Governmenfs policy 
of making industry more self-reliant, and then to concentrate the 
studies on how, rather than whether, this should be done. 

It was suggested that scope for reducing personal taxation might 
be found in other ways than by reductions in public expenditure. 
Investment grants had originally replaced tax allowances and, given 
the present level of industrial investment and of company liquidity, 
the bulk of the savings would have to be returned to the corporate 
sector; some net savings might, however, be made here. An increase 
in personal and corporate savings consequent on the Governmenfs 
economic policies would contribute to the scope for tax relief in the 
medium term, but it would not be right to anticipate it at this stage. 
The commitment to abolish the Selective Employment Tax (SET) 
without replacing it by a payroll tax did not rule out an increase in 
employers social security contributions, or the possibility that they 
might be proportionate to wages. If a value-added tax were 



introduced at a rate sufficient to provide equivalent revenue to that 
released by both SET and Purchase Tax, it would already be as high 
as the comparable taxes in Europe. Only by raising it still higher 
could it contribute to a reduction in direct taxation. 

It was noted that the examination of possible reductions in 
Civil Service manpower had so far suggested that only very small 
reductions in manpower could be made in 1971-72 and only modest 
reductions in the following year. In the longer term there would 
be larger reductions as activities were reduced or discontinued. In 
the meantime, however, Departments might be instructed to reduce 
their administrative costs, by, say, 5 per cent. Ministers might have 
to be prepared, in the interests of economy, to accept some reduction 
in thoroughness in briefing and cross-checking, as well as the 
elimination of minor activities. It was, however, important to handle 
any such proposals in the way least likely to damage the morale of 
the Foreign and Home Civil Services. 

The Prime Minister, summing up this part of the discussion, said 
that the Cabinet reaffirmed their July target of a net reduction of 
£1,000 million in public expenditure by 1974-75. A substantial part 
of this saving must be secured by reductions in the Governments 
use of resources. It would be necessary to contain expenditure on 
defence and other external policies. The results of the review should 
be presented to Parliament when they resumed, probably in a 
statement on 27 October, setting the public expenditure review in 
the context of the Governmenfs strategy as a whole. To enable this 
timetable to be met, the Cabinet would have to reach decisions in 
the brief period between 28 September and the start of the 
Conservative Party Conference on all the outstanding proposals for 
reductions in expenditure, including the uprating of social security 
benefits in 1971 and 1973, the interim scheme for agricultural levies, 
and how the total expenditure implications of the new housing and 
agricultural support policies were to be taken into account. It should 
also be possible to consider in the same period both the Chancellor 
of the Exchequer^ proposals for replacing the investment grant 
system and any proposals for additional expenditure, including those 
necessary to offset the effects of the review on poorer families. 
Memoranda which Ministers wished to submit on any issues which 
had not been agreed with Treasury Ministers should be circulated 
to Cabinet by 23 September. Arrangements should be made to 
enable the Cabinet to consider the rate support grant, if possible, 
immediately before the Conservative Party Conference and, at latest, 
in the week beginning 12 October. The draft statement and White 
Paper would then be circulated on 15 October for consideration by 
Cabinet early in the following week. In the meantime, the Chancellor 
of the Exchequer might let the Press know that a statement would 
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be made when Parliament resumed, but would not refer to this in 
his speech to the forthcoming Commonwealth Finance Ministers' 
Conference in Cyprus. The Chancellor would also give further 
consideration to the possibility of presenting the figures for reductions 
in expenditure in 1974-75 in broad terms which would allow some 
flexibility and avoid premature disclosure of the outcome of the 
reviews of housing and agricultural policy. The Cabinet would wish 
to give further consideration to the idea of a general percentage 
reduction in administrative expenditure when they consider shortly 
a memorandum by the Lord Privy Seal on Civil Service Manpower. 

The	 Cabinet

(1) Took note with approval of the summing up of this part of 
their discussion by the Prime Minister. 

(2) Invited the Chancellor of the Exchequer— 
(i) to give further	 consideration to the presentation of 

the total reductions in expenditure in 1974-75 on 
the lines indicated by the Prime Minister in his 
summing up of the discussion; 

(ii) to circulate a memorandum about the replacement of 
the investment grant system for consideration by 
the Cabinet at the end of September; 

(iii) to be guided in any statements	 about the timing of 
the public expenditure review by the summing up 
of the discussion by the Prime Minister. 

(3) Invited	 Ministers to circulate by 23 September any 
memoranda that they wished to submit on specific 
reductions or increases in expenditure on which they had 
not reached agreement with the Chief Secretary, Treasury. 

(4) Invited the Minister	 of Housing and Local Government to 
bring proposals for the rate support grant negotiations 
before the Cabinet for consideration if possible at the 
beginning of the week of 5 October and, in any event, 
not later than the week beginning 12 October. 

Expenditure The Cabinet then considered a memorandum by the Chief 
Programmes Secretary, Treasury (CP (70) 39) reporting on his discussions with 

the other Ministers concerned to achieve reductions in public 
expenditure. 

The Chief Secretary, Treasury, said that the Cabinet had invited 
him in July to discuss with the other Ministers concerned proposals 
for a net reduction in public expenditure of £1,700 million by 1974-75. 
On the assumption that the saving of about £700 million, which 
might be secured from the abolition of investment grants and which 
was included in the target of £1,700 million, would mainly have to 
be returned to industry in other forms, he had, in his discussions, 
aimed at net savings from other sources of a little over £1,000 million 



by 1974-75, of which a substantial part would be available for 
reducing personal taxation. The outcome of the present exercise, 
which was essentially one of switching resources from the public to 
the private sector, would be announced and published separately 
from the usual annual White Paper setting out the public expenditure 
programmes for the five years from 1969-70 to 1974-75. He would 
consider carefully whether the total reductions agreed for 1974-75 
could be published without too precise a breakdown between 
individual programmes. He had regarded the Cabinet remit in July 
as precluding him from agreeing to any proposals for additional 
expenditure except those which were an inevitable consequence of 
particular savings. Thus, there were a number of outstanding claims 
for additional social expenditure to reduce the impact of the 
reductions proposed in this field on those with low incomes. At 
present social services were not only provided indiscriminately to 
those who could and to those who could not afford to pay to provide 
them for themselves, but there was also a disincentive effect for those 
on low incomes because increases in incomes led to corresponding 
reductions in, or disqualification from benefits: the latter effect was 
equivalent to a 100 per cent income tax on low income groups. New 
arrangements to confine benefits to those who really needed them 
and to avoid the present disincentive effects would reduce the gross 
savings which could be achieved. The total reductions in public 
expenditure which had so far been agreed were not only far too 
small but were also seriously unbalanced by their heavy concentration 
on social expenditure. No significant savings had yet been offered 
on expenditure on assistance to industry or on the investment 
programmes of the nationalised industries. These latter sectors must 
make a substantial contribution. A major contribution to the 
savings in both 1971-72 and 1974-75 would come from limiting the 
increases in social security benefits in 1971 and 1973: but the 
intended increases in those years would not be revealed under the 
conventions adopted for the presentation of public expenditure 
programmes. He accepted that major savings in expenditure by the 
Ministry of Technology on assistance to industry and for other 
purposes required prior detailed examination. The time required 
for study and for decisions in this field would, however, be 
considerably reduced if the studies were confined to an examination 
of how best to carry out the Governmenfs policy of withdrawing 
assistance to industry—for example, by abolition of the Industrial 
Reorganisation Corporation—and did not extend to a re-examination 
of the merits of those policies. The present capital expenditure 
programmes of the nationalised industries for 1974-75 totalled 
£1,850 million. He had asked for a reduction of £25 million in these 
programmes for 1971-72 and of £100 million in 1974-75. To date 
he had been offered reductions of only £6 million and £29 million 



respectively and much of this was described as doubtful on practical 
grounds. It had been suggested, on the other hand, that the British 
Steel Corporation^ investment programme required to be increased 
beyond the current programme. If any such increase were to be 
seriously considered it should be after completion of the present 
exercise and it should not be allowed as an offset against the savings 
required in this sector. The technological support programme for 
1974-75 amounted £108 million: this, of course, was in addition to 
Government assistance to aircraft projects, the coal-mining industry, 
the shipbuilding industry and other support schemes and projects 
covered by Ministry of Technology Votes. He had proposed a 
reduction of just under £10 million in this expenditure in 1971-72, 
rising to at least £25 million and preferably £50 million in 1974-75. 
So far he had been offered no more than a reduction of £5 million in 
this programme for 1971-72. A substantial reduction in Government 
expenditure on assistance to industry was required not only to 
provide an adequate and balanced reduction in public expenditure 
but also in order to further the Governmenfs aim of leaving 
companies and individuals to meet more of their needs from their 
own resources, which could then be increased by lower taxation. 

The Cabinet— 

(5) Agreed to resume their discussion on the following day. 

Cabinet Office, S.W.1, 

14th September, 1970. 
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SECRET 

1. The Foreign and Commonwealth Secretary, summarising 
developments since the Cabinefs last meeting, said that, largely 
as a result of the pressure exerted by the five Power group in 
Berne, the International Committee of the Red Cross (ICRC) had 
now agreed to resume an active role as an intermediary in discussions 
with the Arab Fedayeen organisation, the Popular Front for the 
Liberation of Palestine (PFLP), about the liberation of the hostages 
held by the PFLP in Jordan. M. Jacquinet, who had been in charge 
of ICRC activities in Amman since the departure of M. Freymond 
and M. Rochat, would be seeing the Prime Minister of Jordan and 
the Fedayeen that day; and the ICRC representative in Cairo, 
M. Boisard, a competent official with considerable experience in 
negotiation for the exchange of prisoners between the United Arab 
Republic and Israel, would be reaching Amman on 16 September. 
The ICRC were thus back in action. This was a step in the right 
direction, although it was unfortunate that 24 hours would be lost. 
It was believed that our hostages had now been transferred to 
somewhat more comfortable accommodation in a house in Amman. 
Their position, though still precarious, was at least no worse than it 
had been; and they appeared to be in no immediate danger, although 
they would, of course, be at risk if there were further clashes between 
the Jordanian regular forces and the Fedayeen. The PFLP now 
appeared to be insisting on holding the Western, as well as the Israeli, 
hostages until both the seven Fedayeen prisoners held in Europe 
and the far greater number of prisoners held in Israel had been 
released. They had so far been reluctant to produce a list of the 
Israeli-held prisoners whose return they wished to secure, on the 
grounds that no useful purpose would be served by their doing so 
until the Government of Israel had at least declared their willingness 
to negotiate and that, if they produced a list at the present stage, 
the Israeli authorities might use it to take vengeance on the 
individuals whom it named. The statements which had appeared 
in the Press and elsewhere that the PFLP had " closed the door to all 
mediation efforts and contacts " had probably to be interpreted in 
this sense and did not necessarily imply that all possibilities of further 
negotiations were now precluded. But any progress would 
henceforward depend on whether the Government of Israel would 
be ready to negotiate about the release of prisoners whom they held. 
In fact, therefore, the PFLP had now adopted the position, which 
we ourselves had so far striven to maintain, that any settlement must 
be essentially non-discriminatory in character; and, as a result, the 
course of events and the prospects of the release of the Western 
hostages would now be increasingly determined by the attitude of 
the Government of Israel. Meanwhile, the internal political position 
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in Jordan remained obscure. King Hussein had so far refrained from 
taking drastic action against the Fedayeen on the ground that he did 
not wish to compromise his position as the king of the whole 
Jordanian nation. But his position had been seriously weakened; 
and it appeared that he could no longer count on the loyalty of 
some elements of the regular army. It was increasingly uncertain 
whether he could now take effective action to restore the situation 
or to establish his authority over the PFLP; and it would be unwise 
to encourage any move on his part if, as seemed likely, his prospects 
of success were doubtful. 

So far as the Berne group was concerned, it had so far been 
possible to maintain a united front in favour of a non-discriminatory 
settlement. But pressure was mounting in Germany and Switzerland 
for bilateral settlements with the Fedayeen; and, although comment 
in this country had so far been commendably restrained, similar 
pressures might soon become evident here also. We had made every 
effort to bring home to the United States Administration our 
anxieties on this score; but, although President Nixon's public 
statement that the continued detention of United States citizens was 
" totally unacceptable " suggested that the United States attitude 
was hardening, the Administration in Washington still appeared 
reluctant to bring the necessary pressure to bear on Israel. 

The Prime Minister, summing up a brief discussion, said that 
the situation remained precarious. Although the lives of the British 
hostages did not appear to be in immediate danger, their safety was 
at the mercy of a sudden deterioration of the situation in Amman and 
of developments over which neither we nor any of the other parties 
involved had any control. On the other hand the appointment of 
M. Boisard should make it possible to resume negotiations with the 
Fedayeen, if the latter were still willing to treat. But we must 
seek to avoid being forced into a position in which the Government 
of Israel refused to contemplate the release of any of the prisoners 
whom they held, while the PFLP refused, unless they did so, 
to release the British hostages. For the present, we should have 
to await the outcome of M. Jacquinefs talks with the Prime 
Minister of Jordan and the PFLP that day and of any contacts which 
M. Boisard might be able to establish on his arrival on 16 September. 
Meanwhile, the risk of further seizures of aircraft persisted. The 
United States Government and American airlines had taken certain 
security precautions, such as the introduction of armed " security 
marshals " in civil aircraft, which had been widely publicised. There 
would be public criticism if it were thought that the British 
Government, civil aviation authorities and airlines had been any 
less active. Progress in this context should therefore be reviewed 
forthwith; and urgent consideration should be given to action to 
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publicise, subject to security considerations, the measures which had 
so far been taken. 

The Cabinet— 
(1) Took	 note of the statement by the Foreign and 

Commonwealth Secretary. 
(2) Took	 note of the Prime Ministers summing up of their 

discussion. 

SECRET 
*2. The Cabinet resumed their consideration of memoranda 

on public expenditure by the Chancellor of the Exchequer 
(CP (70) 38) and the Chief Secretary, Treasury (CP (70) 39). 

The Prime Minister said that the previous day's discussion had 
emphasised the need to secure a reasonable balance between the 
proposed reductions in social expenditure and other public 
expenditure savings, in particular by securing a significant reduction 
in Government services in support of industry; and the desirability 
of presenting the savings anticipated from the reshaping of the 
housing finance system, as flowing from a major change of policy 
rather than primarily from the Governmenfs wish to cut public 
expenditure. He had discussed the first point with the Minister of 
Technology, who had agreed that it was necessary to secure by 
1974-75 a reduction of £50 million in Exchequer financing of 
nationalised industries' investment, and of £100 million in the 
Ministry's other vote expenditure. The Minister of Technology 
would accordingly now continue his detailed re-assessment of the 
value of the different items of public expenditure in question, so that 
the necessary reductions in Government-provided services should be 
based on a rational examination of priorities. 

The Chancellor of the Exchequer said that in general it was 
important to demonstrate that the public expenditure reductions 
which the Government made were based on their political philosophy 
and the pledges they had made at the time of the general election 
and had not been forced on them by any economic crisis. He and 
the Chief Secretary, Treasury, had discussed with the Minister of 
Housing and Local Government the radical changes in the present 
housing finance arrangements which were under consideration. They 
had agreed that these changes would need careful presentation but 
that the White Paper on public expenditure to be published when 
Parliament reassembled would need to reflect the savings these 
changes were expected to secure in a way which preserved the 



credibility of the total savings set out in the White Paper whilst 
putting them into the context of the Governments major policies. 
The Minister of Housing and Local Government accordingly intended 
to consider whether, before the public expenditure White Paper was 
published, he should make a general statement about housing finance, 
and would be bringing his proposals before the Cabinet shortly. 

The Cabinet
(1) Took note, with approval,	 of the statements by the Prime 

Minister and the Chancellor of the Exchequer. 

Defence The Secretary of State for Defence said that the previous 
Government, which had drastically reduced the capacity of the 
Armed Forces during their term of office, had published estimates 
of public expenditure on defence for 1972-73 to 1974-75 in 
Cmnd. 4234 which, for the three years as a whole, fell some 
£400 million below what it would actually cost to carry out their 
defence programme. The present Administration believed the 
defence of the realm to be a prime duty of the Government, and the 
commitments they had undertaken at the time of the general election 
would involve increased costs of some £50 million over the same 
three years. To fulfil these policies while containing public 
expenditure on defence at current levels would therefore mean finding 
savings of some £450 million in defence expenditure over the period. 
Cuts of this order could not be achieved without cutting our front 
line defences, though he believed that some economies should be 
possible. 

In discussion it was argued that, while defence was one of the 
Governmenfs first priorities, it was nevertheless as essential in this 
sector as in others to secure value for money. Defence expenditure 
increased with the increased sophistication of armaments; but similar 
problems arose in other sectors of public expenditure. It would 
be desirable to ensure that money was not being spent on 
unnecessarily sophisticated weapons and to examine whether defence 
expenditure could be better aligned with the requirements of United 
Kingdom foreign policy. A Government statement on public 
expenditure which involved heavily reduced expenditure on the social 
services and increased expenditure on defence would involve very 
serious problems of presentation, though these might in some degree 
be lessened by bringing out the extent to which the pattern of public 
expenditure resulting from the cuts involved the redeployment of 
expenditure from defence to other sectors compared with the pattern 
which would otherwise have obtained. 

The Prime Minister, summing up this part of the discussion, 
said that defence expenditure in 1974-75 on the basis of the previous 
Governmenfs policies would be £202 million more than in the 
existing published estimates. The Governmenfs election pledges 
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implied some further expenditure on defence. In order to secure 
the total public expenditure reductions which the Cabinet had agreed, 
it was essential to reduce this prospective level of defence 
expenditure. The Chancellor of the Exchequer and the Secretary 
of State for Defence should urgently discuss the nature and level of 
the savings which might be achieved and should commission the 
necessary investigations by officials. 

The Cabinet
(2) Invited the	 Chancellor of the Exchequer to consider with 

the Secretary of State for Defence possible reductions in 
public expenditure on defence on the lines indicated in 
the Prime Ministers summing up of this part of their 
discussion. 

 The Minister of Technology said that be was prepared to agree 
 reductions in his Department^ Vote expenditure (excluding the 

nationalised industries) amounting to £100 million by 1974-75, 
though the precise areas in which the savings should be made would 
need to be determined in the light of his further studies of the major 
items of expenditure. The order of savings proposed would however 
represent a very large proportion of his Department^ projected 
expenditure in 1974-75, a substantial part of which was committed 
to services which it would be impracticable to reduce below a 
minimum level; and he was concerned that the cuts should be 
presented in a way which would not damage morale. To that end, 
redundancy arrangements in the public sector must be improved, in 
particular for staffs of the Atomic Energy Authority. He was also 
prepared to agree to a reduction of £50 million in the demands 
made on public funds in 1974-75 by the nationalised industries for 
which he was responsible. This would, however, arise in part 
from proposals for the private financing of their investment which, 
under existing conventions, would not appear as a reduction in public 
expenditure. It might therefore be appropriate to review this 
particular convention. 

t o

In discussion the following points were made: 
(a) The possibility of making an early announcement that the 

regional employment premium would be withdrawn or sharply 
tapered off from 1974 should be considered in relation to the 
Governmenfs regional policy as a whole. 

(b) While an inquiry was already under way into the future of 
the Industrial Training Boards as a whole, it might be possible to 
dispense more quickly with the Agricultural Training Board. 

(c) Consideration should be given to phasing out the 
Government grant to the British Productivity Council; on the other 



hand, this might be difficult before the Committee of Inquiry on 
Small Firms had reported. 

(d) Demand for telecommunications services was at present 
high, and there were difficulties in obtaining the equipment to meet 
it. It should be possible to reduce the demand made on the 
Exchequer for investment in this service by some £60 million by 
raising the test discount rate or target return and increasing charges 
to the level necessary to achieve it. Increases in these charges were 
considerably less unpopular than those in postal tariffs; they fell 
substantially on the better-off members of the community. In the 
longer term the possibility of returning the telecommunications 
service to the private sector might be considered. 

The Prime Minister, summing up this part of the discussion, 
said that the Cabinet endorsed the proposal that the Minister of 
Technology should save £100 million a year from his Departments 
Vote expenditure and £50 million on Exchequer expenditure on the 
nationalised industries for which he was responsible by 1974; it 
should be recognised that this would preclude the Government from 
continuing to provide support for individual private firms which 
might find themselves in difficulty, however strong the pressures 
to do so might be; and the Cabinet as a whole would have to support 
the Minister of Technology in explaining that there were no funds 
available for such purposes. The other ideas mentioned in discussion 
should be considered; and, in particular, the Minister of Agriculture 
should arrange for a proposal for the winding up of the Agricultural 
Training Board to be considered by the Ministers concerned as soon 
as possible. 

The Cabinet
(3) Agreed that	 reductions totalling £100 million in 1974-75 

should be made in Ministry of Technology Vote 
expenditure, the precise savings to be settled in the light 
of the specific studies which the Minister of Technology 
had put in hand. 

(4) Agreed that	 a reduction of £50 million should be made in 
the net requirement of public funds for the Ministry of 
Technology nationalised industries in 1974-75. 

(5) Invited the Chief Secretary, Treasury, in consultation	 with 
the Minister of Technology, to give further consideration 
to the convention whereby investment expenditure on the 
nationalised industries which was not financed from 
public funds was regarded as public expenditure. 

(6) Invited	 the Minister of Agriculture to arrange for 
consideration to be given to the proposal that the 
Agricultural Training Board should be wound up. 



The Secretary of State for Social Services said that he had 
offered substantial reductions in expenditure in the health and 
social security field, but he could not finally reach agreement on them 
until it was clear what offsetting expenditure would also be agreed. 
On health and welfare services he had agreed to savings amounting 
to some £60 million in 1971-72, subject to certain exemptions and 
offsetting expenditure to protect those in need. These proposals 
were related to the existing system of financing the Health Service, 
but he might have more radical proposals to put forward in the 
following year in the light of studies which were currently being put 
in hand. Better value for money might also be obtained as a result 
of the application of modern operational research techniques to 
these services. The health and welfare services did, however, require 
very substantial extra investment, and he would be submitting to the 
Cabinet a proposal for additional expenditure amounting to 
£200 million a year by 1974-75. For 1971-72 some £35 million 
would be needed to improve acute medical services, services for the 
elderly and provide facilities for the mentally handicapped; 
£10 million towards this might be found by charging for the treatment 
of road traffic accident victims, though this was administratively 
complex. He had agreed to abolish delayed payment of benefit for 
the first three waiting days of sickness, though this would be 
unpopular. The Chief Secretary, Treasury, had asked him to agree 
that the uprating of social security benefits in 1971 and 1973 should 
take account only of increases in the cost of living. He was prepared 
to agree that the 1971 uprating should be kept somewhere close to 
that level, provided that the 1973 uprating could be undertaken on a 
rather more generous basis; he had put forward certain proposals 
which would have reduced the savings from £490 million a year 
proposed by the Chief Secretary to £190 million. He would, however, 
prefer to use a substantial part of the £300 million which was in 
dispute, not in a general uprating of benefits, but in giving 
substantially improved assistance to selected categories of those who 
were particularly in need, for instance the chronic sick, the disabled, 
and one-parent households. A small part might also be used to 
improve the community services available to pensioners and the 
disabled. In this way, it would be possible to make a real impact 
on the conditions of selected groups at a much lower cost than would 
be involved in attempting to maintain the rate of improvement in 
the real standard of general social security benefit which had been 
set by the previous Government. He was also concerned at the 
impact of the public expenditure proposals as a whole on family 
poverty. He was about to circulate to Social Services Committee a 
paper outlining a family income supplement scheme for allowances 
to be paid on an income test to the poorest families with children. 

B 



The Cabinet would need to consider the cumulative effect on both 
the poorest households and on those just over the tax threshold 
of the proposals for increases in charges, withdrawal of certain 
welfare facilities, changes in housing finance and rent policies, and 
the rise in food prices flowing from the proposed changes in 
agricultural support. It might be particularly difficult to ensure that 
adequate offsetting provisions were made for families just above the 
poverty level, particularly if it were not possible to increase family 
allowances at this stage. 

The Secretary of State for Education and Science said that she 
had been able to offer the Chief Secretary, Treasury, rather larger 
savings than he had sought on school meals, school milk, further 
education and library charges. Library charges, however, could be 
unpopular; it was a new development which might prove damaging 
to the service, and she would therefore be asking the Cabinet for 
specific endorsement of the proposal. The proposed increase in the 
charge for school meals also involved some difficulties; some local 
authorities would be required to charge more than the cost price, the 
existing system of charging the same to both infants and older 
children would continue, and the uptake of school meals might be 
reduced by up to 40 per cent in the longer term. The proposed 
savings should, however, only be seen as part of a general 
rearrangement of priorities in which part of the savings would be 
directed to tax relief and part to improvement of the primary schools, 
the Governmenfs main priority in education. She must, therefore, 
ask to be allowed to make substantial increases in primary school 
building, and in particular to increase the figure of starts in 1972-73 
and 1973-74 by a total of £60 million, much of which would have 
been spent before the end of 1974-75; part of the increased primary 
school programme might be financed by a reduction in university 
building. Overall, her proposals would result in savings of some 
£200 million over the remainder of the quinquennium, of which 
rather over £50 million might be redirected to primary school 
building. 

In discussion there was general endorsement for the broad 
approach proposed by the Secretary of State for Social Services to 
the uprating of social security benefits and concentration on selective 
assistance for the most hardly pressed groups. Indeed, it was argued, 
that there was a strong case in principle for relating uprating social 
security benefits only to the cost of living, particularly with the 
growth of occupational pensions and the need to encourage those 
who could provide for themselves to do so and to concentrate 
benefits on selected groups. There was, however, considerable 
concern about the total effect of the proposals on poorer families, 
including those whose incomes approached the tax threshold, and 
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about the proposal to require some local authorities to charge more 
than the cost of school meals, particularly as it appeared likely that 
this overcharging would be concentrated in the poorer areas of the 
large cities. It was suggested that the possibility of removing the 
subsidy on school meals and leaving the local authorities free to 
provide them and charge for them as they chose should be considered. 
The effect on nutrition of the reduction in the uptake of school meals 
coupled with the withdrawal of welfare milk and of school milk 
for older children would not in practice reduce nutrition below the 
danger level, but it might well be subject to adverse comment. 
Similarly, reduction in the average net return to the farmers on milk 
resulting from the diversion of supplies from the retail to the 
manufacturing market made it increasingly urgent to take other steps 
which would raise the return to the farmers. 

In further discussion it was noted that the reduction in the 
proposed level of upratings would, however, have certain 
presentational difficulties. It had never been the practice to announce 
far in advance the scale on which future upratings were expected 
to be undertaken, and the provision for this had been made by 
adjusting the size of the contingency reserve. It was a real saving, 
and some way should be found of representing it in the total even 
though the practice of not revealing intentions should be maintained. 

The Prime Minister, summing up this part of the discussion, 
said that the Cabinet should have before them at their next 
discussion on public expenditure towards the end of September a full 
analysis of the impact on families, particularly those with children, 
of the proposals as a whole, including proposals for offsetting them. 
In view of the serious implication of requiring local authorities to 
charge more than cost price for school meals the possibility of 
requiring the local authority to charge not a flat 2s. 5d. regardless 
of cost, but the full cost with a maximum of 2s. 5d., should be 
examined urgently. 

The Cabinet
(7) Took note of the statements	 by the Secretary of State for 

Social Services and the Secretary of State for Education 
and Science. 

(8) Invited	 the Chancellor of the Exchequer, in consultation 
with the Secretary of State for Social Services and the 
other Ministers concerned, to arrange for a report on the 
implications for family income of the proposals, with 
recommendations for offsetting provisions, to be 
circulated to the Cabinet in time for their further 
consideration of public expenditure in the week beginning 
28 September. 
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(9) Invited the	 Secretary of State for Education and Science 
to give further consideration to the proposed increase in 
the charge for school meals on the lines indicated by the 
Prime Minister. 

The Minister of Housing and Local Government said that, 
following the discussion on the previous day, he had given further 
consideration to the timetable for consideration of the Rate Support 
Grant. It would be possible to submit a paper for consideration on 
5 October based on tentative estimates of local authority expenditure. 
A fuller report could be submitted to Cabinet for final decision on 
22 October. 

In discussion, it was argued that the proposal to squeeze the 
Rate Support Grant to obtain a further % per cent reduction in the 
current expenditure of local authorities, in addition to the specific 
economies in certain services which had already been proposed, 
would have adverse effects on a number of services to which local 
authorities attached less importance than they deserved. Its full 
implications could, however, be considered further when the paper 
proposed by the Minister of Housing was before the Cabinet. 

The Cabinet— 
(10) Invited the Minister of Housing and Local Government to 

circulate a paper on the forthcoming Rate Support Grant 
negotiations for consideration by the Cabinet early in the 
week beginning 5 October. 

In further discussion the following points were made: 
(a) Several Ministers had proposed substantial reductions which 

would both be unpopular and have real adverse implications for the 
services for which they were responsible . It was important to ensure 
that equally rigorous scrutiny was applied to the expenditure of all 
Departments. 

(b) One possible source for further savings might be the grants 
provided for the maintenance of unremunerative railway services. 
On the other hand, these were mainly either commuter services in 
areas where increased congestion on the roads would present serious 
problems or services in the remoter areas. In any event, it would be 
desirable to await the British Railways Board's corporate plan before 
major decision on railway policy were taken. 

(c) It might be possible to make substantial savings by reviewing 
the Governmenfs property holdings. Plans were in hand for a major 
management project in this field. The possibility of obtaining 
economies by merging departmental non-industrial staffs in the 
construction field was also under consideration. 

(d) The Minister of Overseas Development had it in mind to 
submit proposals for increases in overseas aid to the Cabinet for 



consideration towards the end of the month. In view of the pressing 
need to reduce public expenditure and to limit additional expenditure 
to the essential minimum, he would reconsider these proposals, in 
consultation with the Secretary of State for Foreign and 
Commonwealth Affairs, before submitting them in modified form. 

(e) A number of the proposals put forward had; been for 
increases in charges. It might well be that there were other fields 
where increased charges could reduce the burden on public 
expenditure. While the Government were anxious to reduce the 
overall level of inflation, it would nevertheless be right to raise charges 
to the economic level where this was practicable and could be done 
without causing undue hardship. 

The Prime Minister, summing up the discussion, said that it was 
important that Ministers should ensure that they had considered 
fully the scope for reductions in expenditure by their Departments. 
They should let the Chief Secretary, Treasury, know of any further 
possibilities which should be considered; he in turn should consider 
whether there were any other fields in which it would be appropriate 
to propose reductions. Any such additional proposals on which it 
was not possible to reach agreement between the Treasury and the 
Department, might be considered at the end of September at the 
same time as the outstanding points on the existing proposals and on 
the claims for additional expenditure, whether requested by 
individual Ministers or required to offset the overall effects of the 
proposals on poor families. 

The Cabinet 
(11) Took	 note with approval of the summing up of their 

discussion by the Prime Minister. 
(12) Invited spending Ministers, in consultation	 with the Chief 

Secretary, Treasury, to consider whether further 
reductions in activities or increases in charges were 
possible in addition to those which had already been 
considered. 

Cabinet Office, S.W.1, 

15 September, 1970. 
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SECRET 
The Prime Minister said that on the previous evening a message 

had been received from HM Embassy in Berne to the effect that the 
International Committee of the Red Cross (ICRC) had now agreed 
to send two senior officials, M. Boissier and M. Boisard, to Amman 
with authority to negotiate with the Arab Fedayeen organisation, 
the Popular Front for the Liberation of Palestine (PFLP), for the 
release of the hostages whom they held. This had now been publicly 
announced. M. Jacquinet, who had been in charge of ICRC 
operations in Jordan after the departure of M. Freymond and 
M. Rochat, would now return to headquarters. During the evening 
of 15 September, M. Jacquinet had conveyed to HM Ambassador 
and the representatives of the United States, Germany and 
Switzerland the terms on which the PFLP were now prepared to 
negotiate for the release of the hostages. These were as follows: 

(i) The	 three Swiss-held Fedayeen in return for all Swiss 
hostages. 

(ii) The three German-held Fedayeen in return for all German 
hostages. 

(iii) Leila Khaled and the body of her male accomplice in return 
for all British hostages. 

The PFLP also demanded an official agreement in principle by 
the Israeli Government to free the two Algerians taken off a British 
Overseas Airways Corporation aircraft and arrested in Tel Aviv, and 
one Swiss boy at Haifa; the two Lebanese soldiers kidnapped by the 
Israeli Army (this in exchange for the Israeli kibbutz guard 
Rosenwasser); and an undertaking to exchange commandos against 
hostages. The PFLP would then hand over a list of persons whose 
release they required in exchange for the hostages of Israeli and dual 
United States / Israeli nationality. It was clear that the United States 
citizens held as hostages were considered by the PFLP as falling into 
this latter category, although the information now available to us 
indicated that the PFLP in fact held no individuals of Israeli 
nationality, only two individuals of dual United States / Israeli 
nationality and 35 United States citizens with no other nationality. 

After these contacts with the PFLP, there had been a further 
development which materially affected the prospects of a negotiation. 
Early that day HM Ambassador in Amman had informed us of the 
resignation of the Government of Jordan and its replacement by a 
military Government which had proclaimed martial law. So far the 
situation remained quiet; but, if King Hussein and the military 
Government could not hold the position, a major clash between the 
Jordanian Army and the Fedayeen might not be long delayed. The 
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outcome of such a confrontation was unpredictable: and the 
likelihood that it might occur strengthened the case for securing the 
return of the British hostages before hostilities made it impossible to 
maintain contacts with the Fedayeen. The deterioration in the 
internal political situation also raised the question of the safety of 
the remaining British subjects in Jordan. Service aircraft were 
standing by in Cyprus, at Bahrain and in this country to evacuate 
them, if necessary; and arrangements had been made for a message 
to be broadcast by the British Broadcasting Corporation, if fighting 
between the Jordanian Army and Fedayeen broke out, appealing for 
the safety of the hostages and all foreign nationals. We had been 
in touch with the United States Government who had so far taken 
no action but did not rule out the possibility of giving air support 
to the Jordanian Army if hostilities broke out. 

The Foreign and Commonwealth Secretary said that late on the 
previous day the German representative at the five-Power discussions 
in Berne had indicated that his Government must insist that a clear 
and specific mandate for negotiation should be given to the ICRC, 
with " appropriate participation from all Governments" (a 
stipulation which must be interpreted as requiring a realistic and 
adequate Israeli contribution to the exchange of hostages) by noon 
on 16 September. Failing this, the German Government would 
consider alternative action. The five-Power group would be holding 
a further meeting at midday that day: and we had to consider 
urgently what instructions should be sent to HM Ambassador in 
Berne. 

In discussion the Cabinet agreed that, by maintaining a united 
front with the other Governments concerned and by standing out 
against the PFLP's successive ultimatum, we had secured the return 
of the majority of the hostages and had so achieved a situation 
considerably less menacing than the one with which we had 
originally been confronted. If possible, therefore, we should avoid 
taking the lead in breaking up the five-Power front. If it dissolved, 
it would no longer be possible for us to exercise any influence 
in favour of the return of the United States and dual-national 
hostages; and piecemeal settlements on a country-by-country basis 
might be merely an invitation to terrorists to commit further 
acts of violence. Such a course could therefore be justified 
only if we were convinced that there was no alternative. On the 
other hand we had from the outset made it clear to the Fedayeen 
that we were ready to negotiate. We could not continue 
indefinitely to risk the lives of our nationals by deferring to the 
Government of Israel, who were still refusing, 10 days after the 
aircraft had been seized, to make any contribution to the release of 
the hostages. Moreover, the likelihood of a violent confrontation 
between the Jordanian Army and the Fedayeen, coupled with the 



Measures for 
the Protection 
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and Aircraft 

threat to the safety of our hostages which this implied, created a new 
situation in which we could not risk the delays involved in either a 
continuance of the present position or a further protracted discussion 
in which the Israeli Government were brought reluctantly and under 
pressure to state the basis on which they were prepared to negotiate. 
It was already clear that neither of these courses would be acceptable 
to the German Government. But, if they now sought to negotiate a 
unilateral settlement with the PFLP, the Swiss Government might 
follow; and it would then be difficult to contain pressures in this 
country for similar action on our part. 

The Prime Minister, summing up the discussion, said that much 
would depend on developments in Amman and on the course of the 
further meeting that morning of the five-Power group in Berne. So 
far as the latter was concerned, we should try to elicit from the 
Israeli representative a clear indication whether his Government 
were prepared to make a contribution which would constitute an 
adequate basis for negotiations with the Fedayeen. If his response 
were positive, it might be possible to maintain the attempt to achieve 
a non-discriminatory settlement. But, if the reply were negative or 
even equivocal, we should have to consider, with the German and 
Swiss Governments, whether we should now attempt to reach a 
settlement with the Fedayeen as regards our respective nationals on 
a three-Power or country-by-country basis. In reaching this decision 
the three Powers would have to take into consideration the 
deteriorating security situation in Amman and the desirability of 
reaching a solution while there was still time. HM Ambassador in 
Berne should be instructed accordingly; and he would consider 
whether he himself should discuss the situation direct with the 
President of the United States, Mr. Nixon, after the meeting in 
Berne. It might well be necessary for the Cabinet to meet later in 
the day in order to take stock of developments and to decide on any 
further action which might be necessary. 

The Cabinet— 

(1) Took note, with approval, of the Prime Ministers	 summing 
up of their discussion. 

i (2) Invited the Foreign and Commonwealth Secretary to instruct 
HM Ambassador in Berne on the lines indicated in the 
Prime Minister's summing up. 

The President of the Board of Trade said that consideration had 
been given to following the United States and Swiss example by 
introducing security guards on civil aircraft. This suggestion raised 
a number of practical and technical problems, not least in terms of 
manpower; and the airline pilots were still opposed to it, on the 



grounds of the implied risk to the safety of their aircraft. In the 
circumstances, and given the need for immediate action, it might be 
advisable to concentrate on intensifying precautions at airports with 
a view to preventing undesirable individuals from gaining access to 
installations or to the aircraft themselves. If guards were to be 
provided, it would be necessary to decide whether they should be 
armed. It should not be too difficult to equip them with arms 
(e.g. low-velocity pistols) which, if used, would not seriously damage 
the pressure hull of the aircraft. But it had to be borne in mind 
that their opponents would not be subject to any such limitations. 
A number of other possibilities were also being considered, including 
the isolation of the flight deck from the rest of the aircraft and the 
installation of closed-circuit television which would enable the crew 
to keep the passengers under observation. 

The Prime Minister, summing up a brief discussion, said that 
the matter was already causing considerable public concern, which 
would increase unless we were seen to be taking adequate 
precautions. The working party of officials which was considering 
the problems involved should submit a progress report for further 
consideration by the Ministers primarily concerned that evening; and 
an appropriate statement should be prepared for publication as 
necessary. 

The Cabinet— 

(3) Took note, with approval, of the Prime Minister^	 summing 
up of their discussion. 

Cabinet Office, S.W.1, 

16 September, 1970. 
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SECRET 
1. The Prime Minister, reviewing developments since the 

Cabinefs last meeting, said that HM Ambassador in Washington 
had been informed that the Cabinet regarded it as increasingly 
urgent that the United States Government should extract from 
the Government of Israel an undertaking that they would contribute 
to the exchange of prisoners which was required to secure the 
release (pf the hostages held by the Arab Fedayeen organisation, 
the Popular Front for the Liberation of Palestine (PFLP); and that, in 
default of such a contribution, the British, German and Swiss 
Governments might be unable to maintain solidarity with the 
Governments of the United States and Israel in the attempt to 
promote a non-discriminatory settlement. In reply HM Ambassador 
had warned us of the potentially serious consequences for Anglo-
United States relations if we decided to negotiate with the PFLP 
on a three-Power or country-by-country basis. Later that evening, 
however, the United States representative at the five-Power Group in 
Berne had put forward, ad referendum to Governments, a formula for 
a communication to the PFLP, suggesting that the Berne Group 
should provide the International Committee of the Red Cross (ICRC) 
with a mandate indicating that the five Governments agreed to 
consider the proposal of the PFLP in relation to the exchange of 
hostages at such time as the PFLP provided the Group with their 
total demands, including specific lists of the Fedayeen whom the 
PFLP wanted. The Ministers directly concerned had considered this 
formula and had concluded that, although it was less positive 
than we would have wished, the considerations adduced by HM 
Ambassador in Washington suggested that we should accept it, 
provided that the other Governments concerned, including the 
Government of Israel, endorsed it without delay. The Swiss and 
German Governments had accepted the formula. But the Israeli 
representative had returned a temporising and essentially negative 
reply, indicating that the Israeli Prime Minister, Mrs. Meir, and 
Foreign Minister, Mr. Eban, were on their way to the United States 
and it was therefore not possible for his Government to reach an 
immediate decision. 

Meanwhile, there had been a major change in the situation in that 
early that morning hostilities had broken out between the Jordanian 
Army and the Fedayeen. The initiative appeared to have been taken 
by the latter, who had attempted to sieze the Amman radio station; 
but, in doing so, they had clearly provided the army with the 
opportunity for which it had been waiting. There had been heavy 
fighting in Amman: a curfew had been imposed; and persons moving 
in the streets were liable to be shot on sight by the army. The army 
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claimed to have wrested control from the Fedayeen in several areas. 
The Fedayeen had appealed for help to the Governments of Iraq and 
Syria; but those Governments were likely to be deterred from 
reinforcing the Fedayeen by the consideration that, if they intervened 
on one side, the Government of Israel might well do so on the other. 
The United States Government had so far taken no action beyond 
discreet measures to alert certain units. Meanwhile, the hostages, 
whose whereabouts in Amman were still not precisely known, had 
clearly been put at increased risk by the outbreak of fighting. A 
message had been broadcast by the British Broadcasting Corporation, 
in the terms agreed by the Cabinet at their previous meeting, appealing 
for the safety of the hostages and of all foreign nationals. One 
report suggested that the leader of the PFLP, Dr. George Habbash, 
had declared that the hostages would be killed if the Jordanian Army 
did not cease firing on the PFLP. Another report, however, provided 
grounds for hoping that the Jordanian Army might now be gaining 
control of the area in which the hostages were believed to be located 
and might therefore be able to hand the hostages over to us in the 
course of the evening. 

In view of the uncertainty of the situation and the impossibility 
in present circumstances of making direct contact with the PFLP, 
we had thought it best to concentrate our efforts on obtaining, if 
possible, the agreement of the five-Power Group to the proposed 
message to the PFLP, which should then be conveyed to them by 
broadcast or any other means which might be practicable. The draft 
proposed should be in rather more direct and positive terms than 
the formula put forward by the United States and should, in 
particular, make it clear that the five Governments were prepared to 
open negotiations about the proposal of the PFLP immediately the 
PFLP provided the Berne Group with their total demands, including 
specific lists of the Fedayeen whom the PFLP wanted; that the five 
Governments had furnished the ICRC with an urgent mandate on 
this basis; and that meanwhile they held the PFLP responsible for 
the safety of the hostages in Jordan. It was unlikely, however, that 
the Israeli representative in Berne, as at present instructed, would be 
in a position to agree to a message on these lines; and in that event 
it would be necessary to consider whether the message should be sent 
on a four-Power basis or, if the United States Government also were 
unwilling to agree, on a three-Power basis. In order to avoid any 
misunderstanding the King of Jordan should be informed of our 
intentions. 

The outbreak of hostilities between the Jordanian Army and the 
Fedayeen clearly entailed the possibility that the PFLP, if their defeat 
appeared imminent, might try to use the hostages as a bargaining 
counter with the Jordanian Army and Government. It would 



therefore be wise to try to persuade the King to warn the Fedayeen 
that, if the hostages were surrendered alive, the lives of their 
Fedayeen guards would also be spared but that no such guarantee 
could be given if the hostages suffered harm. 

The Foreign and Commonwealth Secretary said that reports 
received from Amman since the beginning of the meeting indicated 
that King Hussein considered that the army would be able by that 
evening to achieve their objective of clearing the area in which the 
hostages were thought to be. Meanwhile, the United States 
Government remained opposed to any attempt by the countries 
concerned to negotiate with the PFLP individually; but there now 
appeared for the first time to be some disposition on their part to 
bring pressure to bear on the Government of Israel to make a 
contribution to the proposed exchange of prisoners for hostages. 

In discussion it was agreed that our own action must still depend, 
for as long as possible, on the success of the belated attempt by the 
Government of the United States to influence Israeli policy. If they 
could persuade the Government of Israel to endorse the revised 
formula which we were proposing in Berne, it should be possible to 
maintain the united front of the five Powers. But we should inform 
them forthwith that, in default of an Israeli contribution to this 
purpose, we might be compelled to abandon the attempt to achieve 
a non-discriminatory settlement and might have to try to deal with 
the PFLP on a four-Power, or even a three-Power, basis. A three-
Power settlement would entail our sacrificing the United States 
hostages; and it would presumably be unwelcome to the United States 
Government for that reason. A four-Power settlement, on the other 
hand, was unlikely to be acceptable to the PFLP, since it would 
require them to surrender the United States hostages without any 
compensating recovery of the Fedayeen prisoners held by the 
Government of Israel. In the last resort, therefore, each of the 
Governments concerned might have to assert their right to drive the 
best bargain they could. 

The Prime Minister, summing up the discussion, said that action 
should be taken forthwith to give effect to the various conclusions 
which had emerged from the Cabinefs review of the critical situation 
which was developing. Meanwhile, a public statement should be 
made, with the authority of the Cabinet, emphasising that the 
outbreak of fighting in Amman had created new dangers for the 
hostages and that the Government had immediately taken further 
steps, in consultation with the other Governments concerned, to seek 
to protect both the lives of the hostages and the safety of the British 
and other international communities in Jordan. 
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Concorde 
(Previous 
Reference : 
CM (70) 11th 
Conclusions, 
Minute 2) 

The Cabinet-
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

SECRET 
2. The Cabinet had before them a Note by the Secretary of the 

Cabinet (CP (70) 40), to which was attached a Memorandum on the 
Concorde aircraft project which had been prepared by an inter
departmental group of officials. 

The Minister of Technology said that it had not yet proved 
possible to relate this analysis of the Concorde project to a similar, 
but more comprehensive, study of the various possible decisions on 
other aircraft projects, with an analysis of their implications for our 
international relations, for the future of the British aircraft industry 
and for public expenditure. These issues would be the subject of a 
further memorandum which he hoped to circulate shortly. In the 
meantime, however, at least an interim decision was urgently needed 
on the Concorde project. There was a general expectation, by both 
domestic public opinion and the French Government, that we would 
indicate our attitude shortly in the near future; and progress with the 
current test programme would make it essential, even before the tests 
had been completed and evaluated, to take certain decisions on the 
programme. The first tests at twice the speed of sound (Mach 2) had 
been expected to be completed by 30 June; and the previous 
Government had arranged to review the project with the French 
authorities at that time—they had also considered that the 
correspondence with the French Government would have enabled 
us to withdraw from the project at that date, although the French 
Government themselves did not accept this interpretation. It might, 
in fact, have proved just possible to withdraw at that time. Now that 
we were in the middle of the main test programme, however, and tests 
at Mach 2 were expected to start within a month, there seemed no 
alternative but to continue with the project until it could be 
re-evaluated in the light of the tests, i.e., probably until the end of 
March 1971. On any likely evaluation it would be clear at that 
point that, even if all expenditure already committed was written 
off, future expenditure would on the most favourable assumptions 
still result in substantial losses. Continuation of the project would 
moreover make it difficult to achieve the reduction in expenditure 
by the Ministry of Technology on which the Cabinet had decided at 
their previous meeting; and it would almost certainly be impossible 
to proceed also with the BAC 3-11 project. Nevertheless, it would 
be wrong to withdraw from Concorde before March 1971. In the 
meantime we should try to establish with the French Government 
that there would by then be a major review of the future of the 



project, on the basis of which it would be open to us to withdraw. It 
must be recognised, however, that the French authorities had so far 
shown no signs of wishing themselves to withdraw from the project. 
As for the period between now and March, expenditure and 
commitments were already being limited as far as practicable; and 
further reductions in expenditure could not be achieved without an 
apparent breach of faith. 

The Solicitor General said that, in legal terms, a decision to 
cancel at this particular point would probably put us at the greatest 
disadvantage. As we had now allowed some 2\ months to elapse 
since the June date for a review of the project, the next logical 
juncture of the same kind would occur when the Mach 2 tests had 
been concluded and evaluated. If a decision were delayed until 
March, our position then would be, if anything, slightly more 
favourable than the position in July, on which the Law Officers had 
reported in CP (70) 17. 

In discussion it was argued on the one hand that there was no 
prospect of the Concorde project itself proving economic, even if all 
expenditure so far incurred were regarded as written off. The cost of 
continuing it would be particularly heavy during the next few years, 
when it was proving extremely difficult to secure the economies in 
public expenditure which were needed to give the Chancellor of the 
Exchequer room for manoeuvre on taxation. For instance, the 
public expenditure costs of Concorde in 1971-72 would more than 
offset the expenditure in that year which was still in dispute between 
the social service Ministers and the Chief Secretary, Treasury. 
Moreover, while it was conceivable that an all-Concorde fleet might 
operate profitably, the British Overseas Airways Corporation 
(BOAC) estimated that the inclusion of Concorde in a mixed fleet 
with other aircraft which they would have to maintain to serve routes 
for which Concorde was unsuitable, would cost them up to 
£3 million a year for each Concorde purchased. While this estimate 
might be excessive, there was no reason to doubt that BOACs 
profitability would be reduced; and this loss must be added to the loss 
on development and production. Moreover, the aircraft presented 
substantial environmental problems. While it was possible that, on 
entry into service, it might comply with the existing noise regulations 
at Heathrow Airport, the subsonic planes then coming into service 
would be substantially quieter. Moreover, the lateral noise would be 
higher than that even of existing planes. The situation in New York 
was more complex, since the Airport Authority could be sued for 
excessive noise. If the United States Congress authorised 
development of the Boeing Supersonic Transport (SST), the United 
States aircraft industry might wish to co-operate in ensuring that such 



planes were acceptable at the major airports; but they might still use 
the noise factor as a pretext for delaying Concorde's access to New 
York and so reducing its time lead over the SST. If the latter were 
not authorised, it would be even more in the interests of the United 
States aircraft firms to co-operate with environmental interests in 
denying the Concorde access to United States airports. There was, 
therefore, at least a risk that Concorde could never be used on the 
principal North Atlantic routes for which it had primarily been 
designed. Deferring a decision until March 1971 would not put 
us in any better position to withdraw from the project unilaterally; 
and we would have lost a unique opportunity of demonstrating that 
the new Government would follow sensible economic priorities. 
Moreover, if Britain withdrew from the project after the proposed 
review in March, a further £30 million or so would have been spent. 

On the other hand it was argued that our unilateral withdrawal 
from the project would have serious consequences for our relations 
with the French Government, who still gave the project high priority, 
and might be expected to take the matter to the International Court. 
Moreover, they would not be alone in considering a unilateral decision 
as evidence of our unreliability as a partner; and this might adversely 
affect the attitude of other members of the European Economic 
Community (EEC) at a particularly sensitive point in our negotiations 
for accession to the Community. Whatever the precise legal position, 
cancellation while the main test programme was in progress was 
likely to be unacceptable to public opinion both in this country and 
abroad, since it would amount to a breach of faith which would 
seriously damage our reputation for reliability. Indeed, in the light of 
past experience of cancelled projects, we might, thereafter, find it 
difficult, if not impossible, to secure any future orders for major 
aircraft projects. Moreover, it was possible that the reassessment of 
the project in the light both of the forthcoming tests and of the 
decision on the SST might show that, even if it were unlikely to prove 
economic, its prospects were less unfavourable than we, as opposed 
to the French, now thought. It was also possible that BOAC had 
exaggerated the cost to them of operating a part-Concorde fleet and 
that the growth of total air traffic might enable full use to be made 
of the fleet even if all first-class traffic were diverted to the Concorde. 

The Prime Minister, summing up the discussion, said that on 
balance the Cabinet agreed that there was no practical alternative 
to continuing with the project until March 1971, in order to allow the 
current programme of tests to be completed and evaluated. The 
Ministers primarily concerned, however, should consider urgently 
how we could best put ourselves into a position by then to withdraw 
from the project without breach of faith with the French 
Government or adverse effects on our standing with our prospective 
partners in the European Economic Community. Our purpose 



should be to reach agreement with the French authorities that there 
would be a fundamental review of the project before the end of 
March in the light of the results of the test programme and the latest 
assessment of Concorde's commercial prospects, including the 
airline's prospects of being able to operate it profitably. The 
Cabinet would also have to consider the balance of advantage in 
terms of either continuing or withdrawing from the project in relation 
to other aircraft projects. Meanwhile, consideration should be given 
to the desirability of announcing, in the context of the Governmenfs 
forthcoming statement on public expenditure, that there would be a 
fundamental review of the Concorde project in March 1971. 

The	 Cabinet 
(1) Took note, with approval, of the Prime Minister^	 summing 

up of their discussion. 
(2) Invited the Minister of Technology, in consultation with the 

Secretary of State for Foreign and Commonwealth 
Affairs, the President of the Board of Trade, the Chief 
Secretary, Treasury, and the Attorney-General— 

(i) to consider urgently what action should now be taken 
in relation to the French Government in order to 
establish our position on the lines indicated in the 
Prime Ministers summing up of their discussion; 

(ii) to prepare	 the further assessment of the Concorde 
project which would be required in order to enable 
the Cabinet to reach a decision before the end of 
March 1971. 

Cabinet Office, S.W.1, 

17th September, 1970. 
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SECRET 
*The Prime Minister, summarising developments since the 

Cabinet's last meeting, said that the situation in the Middle East gave 
cause for increasing anxiety. 

So far as the hostages were concerned, the representatives in 
Berne of the United Kingdom, the United States, Germany, Israel 
and Switzerland (the " Berne Group ") had reached agreement on 
19 September on the terms of a joint statement declaring that they 
held responsible for the safety of the hostages all those in whose 
hands they might be, calling upon those holding the hostages to 
provide information on their whereabouts and well being, requiring 
them to bring the hostages to a safe place as a prerequisite for an 
orderly transfer and stating that the five Governments stood ready to 
consider at any time proposals for the release of all the hostages. 
The text ended by reaffirming the mandate given by the five 
Governments to the International Committee of the Red Cross 
(ICRC) for this purpose. This statement, which represented a 
considerable measure of progress in so far as it indicated that the 
Government of Israel were now willing to consider making a 
contribution towards a solution on a five-Power basis, had been 
repeatedly broadcast to Jordan. But owing to the hostilities between 
the Fedayeen and the Jordan Army it had been impossible to 
establish contact with the Fedayeen leaders in Amman. Meanwhile, 
although there had been conflicting reports about the hostages, their 
whereabouts remained unknown. 

The military situation in Jordan was unclear; and reporting by 
HM Embassy in Amman had been impeded by the fact that their 
communications equipment had been damaged during the fighting. 
But, so far as could be ascertained, the position in Amman itself 
was reasonably secure in the sense that the Jordanian Army appeared 
to be holding their own, although the Fedayeen still controlled a 
number of areas. In the north, however, Syrian forces had now 
crossed the frontier and appeared to have gained control, in 
conjunction with the Fedayeen, of Irbid, Ramtha and a considerable 
part of north-western Jordan. The latest reports suggested that 
they were now consolidating their position around Irbid and that 
the Jordanian Army had withdrawn in the face of superior numbers. 
The situation around Mafraq, where the Fedayeen appeared to be 
in control and there were also substantial Iraqi forces, was uncertain. 
It was not known whether the withdrawal of Iraqi troops which had 
been initiated over the past two days was continuing or had been 
halted. 
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In these circumstances we had been concerned to maintain close 
contact with the United States Administration; and, on the 
assumption that the Syrian action had been taken without 
consultation with the Soviet Union and was contrary to their wishes, 
the Soviet Ambassador had been asked to convey our anxieties to 
the Soviet Government and request them to use their influence to 
secure a Syrian withdrawal. The reaction of the Soviet Ambassador 
had been to suggest that the position in Jordan was less grave than 
our information indicated it to be; and we had therefore 
re-emphasised the dangers which we believed to be latent in the 
situation. The United States Government had made similar 
representations to the Soviet Ambassador in Washington. 
Meanwhile, a series of messages had been received from King 
Hussein of Jordan, reflecting the extreme anxiety with which he now 
regarded the situation. The clearest of these, whose content, in view 
of its extremely sensitive and dangerous implications, should on no 
account be disclosed, had not only appealed for the moral and 
diplomatic support of the United Kingdom and the United States, 
coupled with a threat of international action, but had also asked for 
an air strike by Israel against the Syrian troops. We had received 
this last message at a moment when King Hussein's normal channels 
of communication with both the United States Embassy in Amman 
and the Israeli authorities had evidently been interrupted and he had 
therefore had no means of keeping in touch with the Governments 
of the United States and Israel except through HM Embassy. We 
had received confirmation that he wished us to convey his appeal 
to the Israeli Government; and we had been faced with a difficult 
decision whether to do so. After discussion between the Ministers 
most closely concerned, it had been decided to transmit the message 
to the United States Government only, on the ground that they might 
most appropriately convey it to the Government of Israel not merely 
because the Israeli Prime Minister, Mrs. Meir, was at that moment 
at the United Nations in New York but also because the United 
States Government, being closest to the Israeli Government, would 
be best placed to advise them whether to accede to King Hussein's 
request or not. Shortly thereafter we had been informed that the 
United States Government had already received a similar message 
from King Hussein, appealing for air strikes and air cover " from 
any quarter ", and that the substance of this appeal had been passed 
to the Israeli representatives in Washington. 

The King had also appealed, on 19 September, for relief supplies 
and medical assistance; and, in the light of the reports of heavy 
casualties in Amman and the increasing disruption of public services 
in the city, we had immediately announced that we would be ready 
to contribute to any international relief effort which could be 
mounted under the auspices of the ICRC. Medical personnel and 



supplies were already being flown to Cyprus, where they would be 
available to proceed to Amman as soon as the ICRC were able to 
organise the operation. 

Meanwhile, the Jordanian representative at the United Nations 
had been instructed to raise the question of Syrian aggression as a 
matter of urgency in the Security Council. The United States 
Government had so far advised against this course, on the ground 
that time was needed for the representations which they and we had 
addressed to the Soviet Government to take effect. Our own 
delegation in New York were also doubtful of the effectiveness of 
any action in the Security Council, in view of the probable opposition 
of the Soviet Union and of Syria herself, who was at present a 
member of the Council. On the other hand, the issues involved 
were too grave to be decided solely by reference to tactical 
considerations in the United Nations; and the Foreign and 
Commonwealth Secretary, who had left for New York on the 
previous afternoon, would therefore explore the possibility of 
promoting a satisfactory resolution in the Security Council, pending 
receipt of the Cabinefs considered judgment on this subject. 

The Cabinet must now consider whether they were prepared to 
endorse the action which had so far been put in hand and whether 
there were any further steps which could be taken. We faced a 
difficult situation, which might deteriorate still further and was 
very different from the position which had confronted us when we 
had last intervened in Jordan in 1958. At that time it had been 
possible to send troops to Jordan before hostilities had begun and 
so to forestall the outbreak of fighting. Now, however, fighting was 
already in progress and a large part of the country was under the 
control of the Fedayeen. Both we and the United States were under 
pressure from King Hussein to intervene; but we had to ask ourselves 
what the long-term objectives of such an intervention could be and 
whether they would be worth the risks entailed. Moreover, although 
our limited resources clearly precluded any unilateral intervention 
on our part, the United States Government might ask us to intervene 
jointly with themselves; and we must be ready to decide our attitude 
if they asked for our active assistance or for the use by their own 
forces of British facilities, whether in the United Kingdom or, for 
example, in the Sovereign Base Areas of Cyprus. 

In discussion it was thought to be unlikely that the Security 
Council would be able to take effective action in the face of Syrian, 
and probably also of Soviet, opposition. Instead of condemning 
Syria's action and calling on her to withdraw her forces from Jordan, 
the Security Council might well adopt a compromise resolution 



merely calling for a cease-fire; and this would leave the Syrian forces 
in possession of north-west Jordan and the Fedayeen still in a 
position to defy the authority of King Hussein. On the other hand 
the Syrian invasion of Jordan was precisely the type of situation 
for which the procedures of the Security Council had been devised. 
They might fail to deal with it; but we should be in a stronger 
position to face criticism from the uncommitted countries and to take 
action, if necessary, outside the framework of the United Nations 
if the matter had first been referred to the Security Council than if 
we had attempted to dispense with discussion in the Council 
completely. As regards intervention in Jordan, however, there was 
general agreement that our limited resources and the damage to our 
interests in the Arab world which would inevitably result were 
conclusive arguments against our intervening on our own and that 
similar considerations applied to any British intervention in 
conjunction with the United States. The latter had the capability of 
unilateral action; and it was arguable that in the eyes of the Arab 
world they were already so deeply committed to the support of Israel 
that they had little to lose, in terms of their credit with the Arab 
Governments, by active intervention in support of King Hussein. 
But this was not our position; and since, in relation to our total 
resources, we had a larger stake in the Middle East than had the 
United States, we were entitled to argue strongly that the damage 
which United States intervention might inflict on Western interests 
as a whole outweighed any advantages to be derived from prolonging, 
possibly for only a short time, the increasingly precarious regime 
of King Hussein. A difficult situation would arise, however, if the 
United States accepted our arguments against British intervention 
but asked us for facilities in the United Kingdom or Cyprus in 
support of unilateral action of their own. Although we no longer 
had any formal obligation to come to the assistance of King 
Hussein, he still commanded considerable sympathy in this country. 
Moreover, a refusal to afford facilities for the United States in the 
circumstances envisaged might seriously damage Anglo-American 
relations; and the Government would need to weigh this risk very 
carefully. On the other hand, if we provided facilities for United 
States intervention in Jordan, the Arab countries would regard us as 
having thrown in our lot with the United States and Israel; and we 
should forfeit their goodwill no less surely than if we intervened 
actively ourselves. Nor could we underrate the risk that the 
Fedayeen might react to any Western intervention by putting to 
death the hostages whom they still held. 

In further discussion the following main points were made: 
(a) Urgent consideration should be given to the possibility of 

evacuating British nationals in Jordan, who were thought to number 
about 140 and were believed to have come to no harm so far. Any 



operation for this purpose might best be arranged under the auspices 
of the ICRC. 

(b) It would be prudent to put in hand a confidential 
examination of the possible effect on our oil supplies if the situation 
deteriorated sharply. 

(c) We had no information as yet which would justify our issuing 
a warning to British airlines to suspend their operations in specific 
areas of conflict. But we should keep in close touch with the airlines 
and ensure that they were informed without delay of any 
developments which might affect their Middle Eastern routes. 

id) Although the airline authorities and the pilots were still 
opposed to the introduction of armed guards in civil aircraft, there 
were some indications that their views were being modified by 
events. The examination of this subject, and other security 
precautions for British aircraft and airports, should be accelerated. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that we should concentrate on promoting a discussion 
in the Security Council, despite the risks and disadvantages involved. 
In no circumstances could we ourselves intervene in Jordan by 
military means; and the damaging consequences for Western interests 
in the Middle East as a whole which might result from United States 
intervention entitled us to represent forcefully to the United States 
Government that they, too, should refrain from intervention of their 
own. At the same time it was important, not least in terms of 
domestic public opinion, that we should not part company with the 
United States on any fundamental issue if we could possibly avoid 
doing so; and we should therefore suspend judgment for the time 
being on the attitude which we should adopt if, despite our strong 
representations to the contrary, the United States Government 
decided to intervene in Jordan and sought our help for this purpose 
particularly as regards the provision of support facilities in this 
country or, e.g. in Cyprus. 

Meanwhile, prompt action should be taken to pursue the other 
topics which had emerged from the Cabinefs discussion. 

The Cabinet
(1) Took note, with approval, of the Prime Minister^	 summing 

up of their discussion and agreed that the Foreign and 
Commonwealth Secretary should be invited to be guided 
accordingly in the discussions in the Security Council of 
the United Nations. 

(2) Invited the Minister of State for Foreign and Commonwealth 
Affairs, in consultation with the other Ministers 



concerned, to consider, as a matter of urgency, the 
evacuation of British nationals in Jordan. 

(3) Invited the	 Minister of State, Board of Trade, to arrange 
for British airlines to be warned immediately 
developments in the Middle East made it desirable that 
they should suspend their services or modify their routes; 
and, in consultation with the other Ministers concerned, 
to accelerate the study of security precautions for British 
aircraft and airports. 

(4) Invited	 the Minister of Technology to arrange for an 
examination of the probable impact on our oil supplies of 
a further deterioration in the situation in the Middle East. 

Cabinet Office, S.W.1, 
21 September, 1970. 
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SECRET 
*1. The Prime Minister said that the Foreign and 

Commonwealth Secretary, who was now in New York for the 
meeting of the General Assembly of the United Nations, had been 
informed of the Cabinefs conclusion on the previous day that we 
should seek to promote a discussion in the Security Council of the 
situation in Jordan and had expressed his full agreement. 
Consultation with other delegations in New York, however, had 
established that there was little inclination to hold an immediate 
meeting of the Council. The United States Government were now 
rather less opposed to such a meeting; but they considered that a 
final decision should be deferred until more was known about the 
conference of the Arab leaders in Cairo which was due to begin at 
5 p.m. that day. The Foreign and Commonwealth Secretary might 
thereafter need to discuss the situation with the United States 
Secretary of State, Mr. Rogers. 

In Jordan itself it appeared that, although the north-west corner 
of the country, including Irbid, was controlled by the Syrian forces 
or the Fedayeen, there was no evidence that they had advanced any 
further. The Iraqi forces had made no decisive move but seemed 
to be taking measures to protect their own flanks. Following further 
pressure from the United Arab Republic King Hussein of Jordan 
had called for a cease-fire; but in the present situation the Fedayeen 
were unlikely to agree. The King had repeated his earlier assertion 
that he would be helped by an Israeli intervention; and we had 
transmitted this to the United States Government, leaving it to them 
in their discretion to convey it to the Government of Israel. But 
there was no sign of any Israeli action. 

Meanwhile, M. Boissier, the representative of the International 
Committeee of the Red Cross (ICRC), had had further discussions 
with Fedayeen leaders in Beirut about the hostages. There was 
some doubt about the precise standing of his contacts and the 
degree of authority with which they spoke. But M. Boissier had 
reported that in order to make progress he would need to be 
empowered to discuss with them the release of some of the Israeli
held Fedayeen. He was returning that night to Berne, where the 
representatives of the five Powers would be meeting to discuss his 
report. 

The Minister of State for Foreign and Commonwealth Affairs 
reported on the preparations for the evacuation of British subjects 
from Jordan, which had been considered at an inter-departmental 
meeting, under his chairmanship, on the previous afternoon. Of the 
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British subjects now remaining in Jordan about 100 wished to be 
evacuated. Several possibilities were being examined. These 
included moving the evacuees by road to Aqaba (for which King 
Hussein had undertaken to provide safe conduct and an escort) and 
thence by sea to Eilat or to some other destination if it proved 
impracticable to transfer them directly from Jordan to Israel. 
Alternatively, they might be moved by air from Amman to Beirut 
or to Cyprus, possibly by using the return flights of aircraft bringing 
medical and relief supplies to Jordan. In addition to British 
nationals some 120 Press representatives of various nationalities now 
wished to leave Amman, together with 20-30 Seychellois, for whom 
we were responsible. The Government of Jordan had provisionally 
agreed to a flight by a commercial DC-6 aircraft from Beirut to 
Amman on 23 September in order to bring in medical stores and 
essential spares and supplies for the British Embassy. This aircraft 
which could take about 100 passengers, could make a large 
contribution towards solving the evacuation problem, particularly 
if more than one flight were authorised. The United States 
Ambassador in Amman had been reported as expressing the wish 
that United Kingdom and United States nationals should be 
evacuated in a combined operation. It would be preferable, however, 
to avoid this, if possible, not only because communication between 
the two Embassies in Amman was still difficult but also because some 
of the contingency plans for evacuation which the United States 
Government were known to be considering presented disquieting 
features. One of them, indeed, envisaged landing a substantial force 
at Amman in order to secure the airport and to protect the evacuation 
of United States and other nationals. It might also entail the use of 
Akrotiri, in the Sovereign Base Area in Cyprus, for refuelling the 
United States military aircraft involved on their return journey. 
But a military intervention in Jordan of this kind, even if it were 
only a temporary measure and were confined to ensuring the security 
of the evacuation, could very easily be misinterpreted; and, in view 
of the serious political risks which it would clearly carry, we should 
seek to dissuade the United States authorities from giving it any 
further consideration. 

In discussion it was suggested that, although the ICRC had now 
agreed in principle to co-ordinate relief operations in Jordan, their 
actions so far had shown little sense of urgency. They were insisting 
on a number of elaborate precautions—for example, that all aircraft 
used for flying relief supplies and personnel into Jordan should be 
painted white and should carry no markings other than those of the 
Red Cross—which were likely to result in considerable delay. Their 
anxiety demonstrably to preserve their neutral status was 
understandable; but it should not be carried to a point at which it 
might result in further hardship and suffering. 



Industrial 
Affairs 
Local 
Authority 
Manual 
Workers 
(Previous 
Reference: 
CM (70) 12th 
Conclusions, 
Minute 3) 

The Prime Minister, summing up the discussion, said that the 
Minister of State for Foreign and Commonwealth Affairs should 
arrange for further consideration to be given urgently to the 
possibility of using the DC-6 aircraft to assist the evacuation of 
British subjects, any spare capacity being offered to other Western 
nationals. The Foreign and Commonwealth Secretary should be 
invited to consider making representations to the United States 
Government about the dangers of implementing their contingency 
evacuation plan. As regards the apparent delays on the part of the 
ICRC in co-ordinating relief operations in Jordan he was, if 
necessary, prepared to send a personal message to the Swiss 
President; but the Minister of State for Foreign and Commonwealth 
Affairs should initially give further consideration to the best means 
of pressing the Committee to accelerate their preparations. 

The Cabinet— 
(1) Took note, with approval, of the Prime Ministers summing 

up of their discussion. 
(2) Invited the Minister of State for Foreign and Commonwealth 

Affairs to take action accordingly. 

CONFIDENTIAL 
2. The Secretary of State for Employment and Productivity 

said that the current pay agreement between local authorities and 
their manual workers was due to expire on 29 September. On 
3 September the employers had offered an increase averaging 
14 per cent, which the unions had rejected. This was already above 
the level which the Government regarded as generally acceptable 
for current pay settlements; and Ministers had sought to ensure that 
the local authorities should stand firm against making further 
concessions. There had been certain indications that the employers 
had nevertheless allowed the unions to suppose, at an earlier stage, 
that they might secure such concessions. Although the employers' 
attitude had since hardened, there remained a risk that some local 
authorities would adopt a compromise course and offer individual 
settlements. To reduce this risk, the leader of the employers' side 
was now proposing to meet the unions and to offer some 
redistribution of the proposed increase, which might be more 
attractive to the unions than the existing offer and would not 
significantly alter its total cost. The Government could not prevent 
such direct discussions between the two sides to the dispute. But 
both sides had formally requested his Department to conciliate; and, 
if he were to agree to these requests and to call both sides to his 



Department for discussions under the Department's auspices, this 
might strengthen the employers' resolve to stand firm on their 
present offer. But it could not be guaranteed that, even if the 
exchanges took place on this basis, the employers would withhold 
further concessions; and, if they did not, the Government would 
risk becoming identified with an even more inflationary settlement. 
For this reason, his colleagues might share his view that it would 
be a lesser risk to the credibility of the Governmenfs general 
policies to leave the two sides to negotiate directly so that, if any 
further concessions were made, the Government could dissociate 
themselves from them. A decision to reject the requests for 
conciliation, however, would represent the first occasion on which 
a Government had refused to make the conciliation service available 
and would run counter to the general aim of restoring the Department 
of Employment and Productivity in the eyes of both sides of industry 
as an impartial instrument of conciliation. But if, on balance, this 
were thought to be the right course, it should be possible to justify 
the decision to refuse conciliation in the present case on the grounds 
that the service was not one to be used indiscriminately and that, 
while there would be many occasions when it could play a helpful 
role, there was little doubt about the facts of the present dispute and 
little scope for the Departmenfs intervention. The employers had 
made an offer of 14 per cent, which was generous in the 
circumstances; and it would not be in the public interest to invite 
them to make further concessions which would add to the inflationary 
pressures from which everyone, and especially the lower paid, would 
suffer. If the two sides wished assistance in exploring the possibility 
of reaching a settlement through a more acceptable distribution of 
the available money, which would not add to the total cost, the 
Department would remain ready to help. , 

The Secretary of State for Social Services said that a parallel 
offer of 14 per cent had been made to ancillary workers in the 
National Health Service, where the Government was the direct 
employer. If that offer were to be maintained, it was important that 
Ministers should be free to condemn any settlement made by the 
local authorities at a higher figure. He therefore favoured rejecting 
the request for the Department of Employment and Productivity to 
conciliate. 

In discussion it was suggested on the one hand that it remained 
important to re-establish the principle that conciliation by the 
Department of Employment and Productivity was not used as an 
instrument to further the Governmenfs economic policies but was 
freely available as an impartial means of helping the two sides to a 
dispute to reach an acceptable agreement. The Secretary of State's 
proposal would run counter to this general aim of policy. Moreover, 
if, in particular circumstances, conciliation was to be extended only 



on a conditional basis, it would be assumed, when it was offered 
without conditions, that in the Governmenfs view there were grounds 
for expecting the employers to make concessions. Although, in the 
past, the unions had tended to regard conciliation as a way of 
carrying their demands further after they had exhausted their own 
efforts to secure concessions from employers in direct discussion, it 
should be possible by careful emphasis to correct the impression 
that conciliation was simply a means of seeking to solve disputes by 
compromises and so to permit the Department to engage in 
conciliation without accepting a share of responsibility for 
unreasonable settlements. 

On the other hand the current levels of wage settlements were 
highly inflationary and it was important for the Government to 
exercise a positive role in reducing them. For the present, therefore, 
the long-term aim of offering an impartial conciliation service on an 
unconditional basis must be subordinated to the immediate need to 
arrest cost-inflation. In deciding the extent to which they were 
willing to make conciliation services available, the Government 
should in present circumstances be ready to act consistently with this 
overriding aim of policy. Accordingly it would be right in the 
present case to limit the offer of conciliation to providing such help 
as the parties might request in seeking a settlement on the basis of 
redistributing, but not increasing, the employers' offer and to 
indicate that conciliation on the total amount of the offer would in 
present circumstances be inappropriate. It would be inadvisable, 
however, for the wording of any statement to appear to rule out 
conciliation on a different basis at some future date in circumstances 
which could not now be foreseen. It might be helpful if in his 
statement the Secretary of State could outline positively the scope 
for the use of the conciliation service and the true purpose of 
conciliation before referring to the special circumstances which made 
it necessary to restrict its use in the present instance. Alternatively, 
the statement could indicate that this was not a case in which the 
Department could act as an impartial conciliator in the light of the 
Governmenfs opinion, which they had made clear, that the 
employers' existing offer was already generous. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Department of Employment and Productivity 
should not agree to conciliate in the current dispute between the 
local authorities and their manual workers, save on the basis of 
helping the parties to reach an acceptable settlement within the cost 
of the employers' existing offer. This decision would need careful 
presentation in the light of future policy for the use of the conciliation 
service; and the Secretary of State should consult the Lord President 
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of the Council and the Minister of Technology about the terms of 
his proposed statement. The apparent readiness of individual local 
authorities to reach inflationary settlements made it important to 
take an early opportunity to impress on them that they must regard 
themselves as accountable to their ratepayers; and they must be 
brought to realise that, if they made irresponsible settlements, the 
Government would not allow them to pass on the excess cost to the 
Exchequer. In the re-examination of rate support grant arrangements 
the Minister of Housing and Local Government should have in mind 
the desirability of making arrangements accordingly. 

The Cabinet
(1) Took note, with approval, of the Prime Ministers summing 

up of their discussion. 
(2) Invited	 the Secretary of State for Employment and 

Productivity to revise the form of his proposed statement, 
in consultation with the Lord President of the Council 
and the Minister of Technology in the light of the points 
made in discussion. 

(3) Invited the Minister of State, Ministry of Housing and Local 
Government, to examine the possibility of revising the 
rate support grant arrangements in order to ensure that 
the Exchequer was not obliged to contribute towards the 
excess costs of inflationary wage settlements made by 
individual local authorities. 

CONFIDENTIAL 
3. The Lord President of the Council said that at a meeting on 

the previous day the Ministerial Committee on Economic Policy 
(EPC) had considered a memorandum by the Minister of Posts and 
Telecommunications about the proposals of the Post Office Board 
to increase charges for postal and remittance services in January 
1971. The proposals had been fully considered by the Post Office 
National Users' Council, which in turn had commissioned Cooper 
Brothers to investigate the case for them. It was envisaged that 
the Councils report, accepting that the increases were justified but 
recommending certain variations, should be published on 
24 September. The Post Office had been willing to accept the 
recommended variations in part but had demurred at the Councils 
suggestion that the new rates for first and second class inland mails 
should take effect simultaneously with the introduction of decimal 
coinage in February 1971, instead of a month earlier in order to 
avoid a two-stage change in rates. They had also accepted only in 
part the Councils recommendation that the first weight step for 
inland letters should not, as the Post Office proposed, be reduced 



from 4 oz. to 2 oz. The EPC had concluded that the Government 
had no alternative but to accept the need to raise postal charges; 
but they felt that the Post Office should be required to adopt the 
recommendations of the Users' Council in full. 

The Minister of Posts and Telecommunications said that he had 
conveyed the conclusion of EPC to the Post Office Board, whose 
initial reaction was to object to the decision that the increased postal 
rates should be introduced simultaneously with the change to decimal 
currency. It was unlikely, however, that they would maintain their 
objection to the point at which he would be obliged to give them a 
formal direction. 

In discussion the Cabinet endorsed the recommendation of 
EPC, which could be defended, if necessary—e.g. by the Prime 
Minister in his forthcoming television broadcast—by emphasising 
that the Government had subjected the proposed increases to the 
most thorough examination in accordance with their declared policy 
and that they were accepting the advice of the Users' Council in its 
entirety. There would be no advantage in delaying the 
announcement. 

In further discussion concern was expressed about the prospect 
of further increases in the charges raised by the Post Office and other 
labour-intensive services of distribution unless productivity could be 
considerably improved or standards of service could be modified, 
e.g. by promoting shared deliveries of household goods or by reducing 
the frequency of deliveries. In this connection it was relevant that, 
in announcing the Governmenfs decision on postal charges, the 
Minister of Posts and Telecommunications would also indicate that 
he intended to review the postal service. 

The Prime Minister, summing up the discussion, said the Cabinet 
agreed that their decision on postal charges should be announced, 
as proposed, on the following Thursday. In the light of the points 
raised in discussion, however, the Minister of Posts and 
Telecommunications should give urgent consideration to the 
desirability of arranging a thorough inquiry into the future standard 
and scope of postal services and to its possible terms of reference 
and membership. 

The Cabinet— 
(1) Took note, with approval, of the Prime Ministers summing 

up of their discussion. 
(2) Invited the	 Minister of Posts and Telecommunications to 

consider in what terms an inquiry into the future of the 
postal service could best be arranged, as indicated in the 
Prime Minister^ summing up. 

121517 3 



Non-
Industrial 
Civil Service 
Manpower 

CONFIDENTIAL 
4. The Cabinet considered a memorandum by the Lord Privy 

Seal (CP (70) 41) on Non-Industrial Civil Service Manpower. 

The Lord Privy Seal said that the Government had an 
unequivocal commitment to reduce Civil Service numbers by 
rationalising and eliminating functions. The review of functions 
would take time; but meanwhile the public would expect the growth 
of Departmental staffs to be checked and soon reversed. The results 
of the recent review directed to reducing numbers below the previous 
Governmenfs limit of 505,000 at 1 April, 1971, and below the 
forecast of 521,900 at 1 April, 1972, had been disappointing; the 
reductions offered amounted to only about 1,400 and 4,900 
respectively. Savings of the order of £140 million a year would be 
achieved if total numbers could be reduced to 470,000 by 1 April, 
1973; and the Government should adopt this as their target. In 
making progress towards this objective, they should seek to restrict 
numbers below 500,000 at 1 April, 1971. This figure was important 
presentationally; and it should be adopted as the upper limit for 
non-industrial Civil Service staff in post. By 1 April, 1972, further 
reductions below this figure would be needed, which would be more 
difficult to achieve but would be no less critical to the success of the 
policy. 

Demographic, social and technological trends, together with 
Government policies in some cases, would tend to increase numbers. 
Arbitrary reductions were unlikely to yield significant savings; and 
the recategorisation of staff, though helpful in presentational terms, 
would not represent genuine reductions. The curtailment or 
elimination of redundant functions of Government provided the 
only way in which real and lasting reductions in numbers could be 
achieved. 

In discussion the following main points were made: 
(a) Arbitrary reductions would reflect unfairly on the Civil 

Service; and the adoption of quantitative targets could be misguided 
in the long run, even if it were successful in the short term. 
Moreover, several commitments in the Governmenfs programme, 
such as increased selectivity in the social services, would require 
additional staff; certain sectors of the Civil Service were already 
under-staffed; and many factors outside the Governmenfs control 
would tend to increase staff numbers. A solution therefore had to be 
sought by reducing functions; and Ministers should review 
Departmental functions in terms of priority, with the objective of 
eliminating the least important. When this review had been 
completed, a further percentage reduction might be applied to the 
administrative costs of the remaining functions. 



ib) On the other hand, results could not be expected sufficiently 
quickly from a functional review of this kind, which would necessarily 
take time; and there was practical value in using the pressure of 
specific target reductions to eliminate unnecessary tasks and to 
reduce administrative expenditure, 80 per cent of which was 
accounted for by direct manpower costs. 

(c) Hiving-off functions could provide worthwhile savings; but, 
if the functions were retained in the public sector, staff demands 
could in certain cases be increased. In general, therefore, the aim 
in hiving-off should be to transfer functions to the private sector. 

(d) Some functions could be eliminated, in whole or in part, 
only by amending legislation. 

(e) New management techniques, such as output budgeting, 
often required increases in staff in the short term, even though they 
might yield valuable economics in the longer term. On the other 
hand the staff for worthwhile management improvements of this 
kind should be found from within the lower priority items in a 
Department^ budget. 

(/) Savings should result from changes in the machinery of 
Government and from improvements in the accommodation of some 
Departments. 

(g) An increase of more than 1,000 staff for the Inland Revenue, 
together with an addition of 6,000 to the strength of Customs and 
Excise, would need careful scrutiny, even if a good case could be 
made out. 

ih) There had already been large reductions in Ministry of 
Defence staffs, particularly in the ratio of civilian staff to fighting 
units. The scope for further savings was limited by the process of 
transferring functions from the fighting services to civilians and by 
recategorising industrial civil servants as non-industrials. 

if) The Diplomatic Service was already facing reductions arising 
from the Duncan Report and would find an arbitrary cut difficult 
to meet. But it would continue to pursue the possibility of reducing 
functions. 

The Prime Minister, summing up the discussion, said that the 
problem of Civil Service numbers might best be approached by 
eliminating functions; but it should be possible at the same time to 
achieve the reductions suggested by the Lord Privy Seal in the 
medium term. He intended to invite all Ministers to give personal 
attention to the review of functions in their Departments and to 
identify those which, however desirable in themselves, could be 
eliminated with the least damage to the Governmenfs strategy. In 
this way the Government should seek to reduce the number of 



non-industrial civil servants below 500,000 by 1 April, 1971, to 
achieve further reductions of staff in the following year and to 
reach the target of 470,000 by 1 April, 1973. Apart from savings 
secured by a reduction of functions, Departments should also try 
to reduce the numbers of staff engaged on continuing functions by 
5 per cent by 1 April, 1972. 

This might entail a new approach to standards of administration 
generally and of public accountability in particular; and further 
consideration might need to be given to the scope for reducing staffs 
by such steps as eliminating unnecessary briefing of Ministers, 
reducing the time spent on preparing answers to Parliamentary 
Questions, reviewing the standards of provision of Government 
services, reducing the amount of double-checking of the actions of 
independent agencies (particularly in the local authority field), 
refusing to accept responsibility for providing information and 
services which were not clearly the Governmenfs responsibility, 
introducing charges where possible for services now provided free, 
e.g. to industry, and examing critically the demands made on the 
public for statistical information. 

A valuable contribution to staff economy could also be expected 
from the work of the Management Projects Committee, which, 
among other things, co-ordinated the work of the team of business 
advisers. Studies were in hand on a variety of management projects, 
including the improvement of computer utilisation, the disposal of 
Government-owned land and buildings, and investment by the 
nationalised industries. All projects of this kind would be discussed 
with the responsible Ministers at the outset; and they should be 
given the fullest co-operation by the Departments concerned. 

The Cabinet 
(1) Took note, with approval, of the Prime Ministers summing 

up of their discussion. 
(2) Invited	 the Lord Privy Seal to keep non-industrial Civil 

Service numbers under continuous review, on the lines 
indicated by the Prime Minister in his summing up, and 
to report again to the Cabinet in due course. 

Cabinet Office, S.W.1, 


23rd September, 1970. 
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SECRET 
*1. The Prime Minister said that the Syrian forces had now 

withdrawn from northern Jordan but that in Amman the Fedayeen 
had rejected a further offer of a cease-fire. The evacuation of 
British subjects, which was being conducted on a voluntary basis, 
had so far proceeded satisfactorily. A DC-6 civilian chartered 
aircraft had arrived safely in Cyprus from Amman on the previous 
night with 21 British women and children and 9 United Nations 
women and children, of whom one woman and one child were 
British. A Caravelle aircraft, which was due to land shortly at 
Amman, could accommodate all the remaining British subjects who 
could at present be contacted and wished to leave. 

As regards the hostages, the representative of the International 
Committee of the Red Cross (ICRC), M. Boissier, who had been 
in contact with the Popular Front for the Liberation of Palestine 
(PFLP) in Beirut, had reported that the latter had expressed their 
willingness, in return for the release of the seven guerilla prisoners 
in European hands, to release all the hostages whom they still held 
with the exception of those who had dual United States and Israeli 
nationality. The dual nationals would be moved to a safe place— 
which the PFLP had indicated might be Beirut—pending agreement 
on terms for their release. In discussion of this offer by the 
representatives in Berne of the United Kingdom, the United States, 
Germany, Switzerland and Israel (the " Berne Group ") the Swiss 
spokesman had argued strongly in favour of accepting the offer. 
The United States representative, however, had opposed the 
proposal on the ground that it was contrary to the principle of 
non-discrimination and that the status of M. Boissier's interlocutor 
was uncertain. The United States Secretary of State, Mr. Rogers, 
had adopted the same attitude when the Foreign and 
Commonwealth Secretary had discussed the matter with him in 
Washington. We had therefore maintained that an attempt should 
be made at least to test the authenticity of the offer and to 
determine its real scope by asking the PFLP to state the number, 
names and nationalities of the hostages whom they were prepared 
to release in exchange for the seven prisoners. 

Meanwhile, the discussions which the Foreign and 
Commonwealth Secretary had had at the United Nations had shown 
that there was considerable opposition, in particular on the part 
of the Soviet Union, to either a Four Power statement or a meeting 
of the Security Council as a means of expressing international 
concern about the situation in Jordan. 
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The Minister of State for Foreign and Commonwealth Affairs 
said that good progress had been made in securing the evacuation 
of British subjects from Jordan. There were still some 42 individuals 
whom it had not yet been possible to contact; but the British 
Broadcasting Corporation had been requested to broadcast advice 
in the hope that it would reach them. If the Caravelle flight was 
successfully completed, this would dispose of the main problem; 
and we could then dispense with the contingency plans for an 
evacuation by land and sea through Aqaba. 

As regards the hostages, HM Ambassador in Berne had reported 
that, unless all four Governments (other than the Government of 
Israel) represented in the Berne Group agreed to instruct 
M. Boissier to open discussions with the PFLP on the basis of the 
offer conveyed to him in Beirut, the Swiss Government were likely 
to take unilateral action and would probably be followed by the 
German Government. If so, we would be placed in a difficult 
position in relation to our European partners on the one hand and 
the Governments of the United States and Israel on the other; and 
the Cabinet would face a difficult decision in considering the course 
to be adopted. 

So far as the provision of relief and medical supplies to Jordan 
was concerned the ICRC were still showing little sense of urgency 
and appeared to attach more importance to preserving a position of 
strict neutrality than to securing rapid and effective action to relieve 
suffering and distress. They had indicated to a representative of the 
Ministry of Defence who had been sent to the ICRC headquarters 
that British and United States supplies and personnel would be 
unwelcome in Jordan. They had also informed him that they were 
unlikely to request any of the military assistance available in 
Cyprus for several days, if at all; and they had given him to 
understand that any such request would be contingent on the 
recommendations which they hoped to receive from an ICRC 
delegation which had been despatched to Amman and was not 
expected to report for about a week. An unfavourable impression 
had also been created by the decision of the ICRC representative in 
Amman to allow some 30 journalists to be evacuated on the previous 
day in an ICRC aircraft which had conveyed medical supplies to 
Jordan, instead of offering the space available to women and 
children. Hitherto, we had been concerned to avoid any dispute 
with the ICRC in view of the need to secure their co-operation in 
connection with the evacuation of our own nationals. But once the 
bulk of these had reached safety (as it was hoped that they would 
in the course of that day) we should do our utmost, both through 
the British Red Cross and, if necessary, by direct representations to 



the ICRC itself, to induce the organisation to adopt a more 
co-operative attitude and to show a much greater sense of urgency 
in conveying medical relief to Jordan. 

In discussion it was suggested that there might be some substance 
in the ICRCs allegation that United States and United Kingdom 
assistance might be unwelcome at any rate to some extremist 
elements in Jordan. During the 1967 Arab-Israeli war, some 
Arab wounded had refused treatment by British medical personnel. 
Moreover, we had to accept that the ICRC, in pursuance of their 
traditional policy of neutrality, were bound to seek to maintain 
complete impartiality between the contending parties in Jordan, 
even though one of these was the legal Government of the country 
and the other was in armed rebellion against it. It was therefore 
unlikely that they would modify their position, even if we could 
arrange for King Hussein to invite us to send in personnel and 
supplies. To act unilaterally and in disregard of the ICRCs 
known attitude would entail considerable risks. If we were to 
send in military personnel, their status would be uncertain in the 
absence of protection from the ICRC, even if the British Red 
Cross agreed, as they were prepared to, that the personnel 
concerned should be seconded to them. But if, in the last resort, 
we had to take unilateral action, some degree of protection might 
be afforded to our personnel if we could obtain from the Fedayeen 
some form of assurance that their neutral status would be respected. 
Further delay in bringing relief to Jordan would attract increasing 
public criticism; and we could not indefinitely accept a position in 
which relief operations were in effect being obstructed by the 
scruples and dilatoriness of the ICRC. In this situation consideration 
should perhaps be given to placing our supplies at the disposal 
of some organisation—for example the Egyptian Red Crescent— 
which would be acceptable to both contending parties and also to 
the ICRC. 

The Prime Minister, summing up this part of the discussion, 
said that the need for relief in Jordan was clearly very urgent. We 
were in a position to make an effective contribution: we should 
be criticised if we failed to do so: and we could not continue 
indefinitely to be debarred from action by the difficulties which had 
arisen with the ICRC. The Minister of State for Foreign and 
Commonwealth Affairs should, through the British Red Cross and 
whatever other channels were open to us, bring the strongest 
possible pressure to bear on the ICRC in order to induce them to 
adopt a more positive and co-operative attitude. At the same time 
our Ambassador in Amman should be asked for his urgent 
comments, in the light of the report which would by now have been 
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submitted to him by the senior officer of the Royal Army Medical 
Corps who had been visiting Amman, on the suggestions which had 
been put forward in discussion, and for his recommendations on the 
manner in which we could most effectively and rapidly contribute 
to the relief of distress in Jordan. 

The Cabinet— 

(1) Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

(2) Invited the Minister of State for Foreign and Commonwealth 
Affairs to take urgent action accordingly. 

In further discussion of the problem of the hostages it was 
suggested that, while the status of M. Boissier's interlocutor in 
Beirut was, as the United States had argued, open to some doubt, 
it would be prudent to proceed on the assumption that his offer had 
some substance and that the PFLP would carry out the terms of 
any agreement which might be reached with him. The whereabouts 
of the hostages were still unknown. But if, as seemed possible, 
they had been taken to north Jordan, they would be in considerable 
danger from any operations which, following the withdrawal of 
Syrian forces, the Jordan Army might undertake in order to recover 
control of that area from the remaining Fedayeen. It was therefore 
highly desirable to maintain contact with the PFLP with a view 
to securing at least the limited objective of the transfer of the 
hostages to a place of safety, if possible Beirut. The fact that seven 
Fedayeen prisoners were still in European hands would constitute 
a powerful inducement to the Fedayeen to reach agreement. 

The Prime Minister, summing up the discussion, said that 
HM Ambassador in Berne should be instructed to seek the agreement 
of the Berne Group that M. Boissier should be instructed to try to 
ensure the transfer of the hostages, immediately and without 
prejudice to further negotiations for their exchange to a place of 
safety. He should also attempt to ascertain the number, names 
and nationalities of the hostages whose release would, under the 
PFLP proposals, be secured by the return of the seven prisoners in 
European hands. The PFLP answer on this latter point would 
throw some light on their interpretation of the phrase " dual 
national" and should therefore indicate whether their proposal was 
worth pursuing. In his discussions with the PFLP M. Boissier 
should bear in mind that the seven Fedayeen prisoners constituted a 
valuable asset in our hands; and he should not under-estimate the 
importance which the Fedayeen attached to their return. So far as 
the British position was concerned he could indicate that we 
maintained our previous attitude—namely that we were prepared to 
release Leila Khalid as part of a satisfactory settlement. The 



Oversea 
Affairs 
Mauritius 

position might have to be considered further in the light of the 
proceedings of the Berne Group and of PFLP reactions to any 
instructions which might, as a result of these, be sent to M. Boissier. 

The Cabinet

(3) Took note, with approval, of the Prime Minister's summing 
up of their discussion. 

(4) Invited the Minister of State for Foreign and Commonwealth 
Affairs to take action on the lines indicated in the Prime 
Minister's summing up. 

SECRET 
2. The Prime Minister said that a by-election held in 

Mauritius on 21 September had resulted in the return of a candidate 
of the Left-wing and extremist Mouvement Militant Mauricien 
(MMM). The Mauritius Government believed that the MMM might 
seek to exploit their victory by violent means and that pressure might 
develop for a general election in which the present Government 
might be overthrown. In either event they feared a breakdown in 
security; and they had requested British military assistance in the 
form of an infantry company standing by at 15 hours' notice. Our 
High Commissioner had said that he would report this request to 
the British Government but had held out no hope that it would be 
met. Certain dispositions had already been made in order that 
action could be taken, if necessary. But there had been no sign of 
serious trouble; and we should, if possible, seek to avoid becoming 
involved in the internal affairs of Mauritius. 

The Defence Secretary said that a cruiser was being held at 
24 hours steaming distance of Mauritius. The ship in question, 
however, was en route to join the Beira Patrol; and a decision 
would be required by that evening whether she was to continue on 
her way or to remain available to proceed to Mauritius, if required. 

The Prime Minister, summing up a brief discussion, said that 
our High Commissioner should be instructed to report as soon as 
possible on the situation in Mauritius. A decision in regard to the 
frigate would be taken in the light of his report. 

The Cabinet-
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 



Mersey Docks 
and Harbour 
Board: 
Financial 
Situation 

SECRET 
3. The Cabinet considered a memorandum (CP (70) 45) by the 

Minister of Transport about the financial situation of the Mersey 
Docks and Harbour Board (MDHB). 

The Minister of Transport said that the Chairman and Director-
General of the MDHB had reported to him at the end of July 
that they were in financial difficulties. He had insisted that they 
should appoint immediately a first-rate firm of accountants; and 
Binder, Hamlyn and Company had accordingly been appointed 
early in August. The latter had informed MDHB on 10 September 
that their investigations so far had indicated that the Board were 
insolvent and should therefore neither continue trading nor proceed 
with the arrangements for a £1 million bond renewal on 
27 September. The Economic Policy Committee had considered 
whether, in these circumstances, a £3 million tranche of a loan 
under the Harbours Act due to MDHB from the Government for 
work already done on the Seaforth Dock Scheme should be paid. 
The Law Officers had advised that the Government were under a 
legal obligation to pay the money; and the payment had accordingly 
been made. The Government would also shortly be required to 
advance a further tl\ million under existing loan agreements. 
Fulfilment of these legal obligations did not involve or imply 
acceptance of any responsibility by the Government for the Board's 
present or future financial liabilities. With this total payment of 
£5^ million from the Government in prospect Binder, Hamlyn had 
advised that the MDHB were solvent and might reasonably be 
expected to remain so until about the end of November and could, 
therefore, properly continue trading for the time being. Financial 
assistance might, however, be required before the end of 
November; and he had informed the MDHB that they could not rely 
on the Government to provide such assistance. He would be 
receiving a report from Binder, Hamlyn towards the end of October; 
and it would then be necessary for the Government to consider what 
action was required. It was already clear that major changes 
were required in the present membership of the Board and, in his 
view, in the antiquated arrangements under which the Board were 
appointed and operated. The latter change would require 
legislation—probably a Hybrid Bill. More immediately, he had 
circulated a draft of a Press announcement which the MDHB 
proposed to issue at 4 p.m. that day; and a draft of a letter which, 
subject to the comment of his colleagues, he proposed to write to 
the MDHB and to publish at the same time as their announcement. 

In discussion there was general agreement that the Minister of 
Transport should, as he had proposed, publicly indicate the 
Government^ position when the Mersey Docks and Harbour Board 



released their Press announcement that afternoon. The financial 
difficulties which now faced MDHB were their responsibility alone; 
the Government were merely meeting their legal obligations in 
advancing money under the existing loan agreements and this implied 
no responsibility for providing future financial assistance to the 
MDHB. Although the Bank of England had warned that the 
publication of a letter on the lines proposed by the Minister of 
Transport might adversely affect the market in local authority and 
even Gilt-edged stocks, there was general agreement that such a 
risk should be accepted in order to make clear where responsibility 
for the present financial failure lay; that the Government were not 
prepared to accept a commitment to pay for this failure; and that 
there was a real difference between stock which was guaranteed by 
the Government and that which was not. A number of amendments 
were suggested to the draft letter circulated by the Minister of 
Transport, which were intended to emphasise some of these points. 
Amendments, largely of a drafting nature, were also suggested to 
paragraph 5 of the draft Press announcement by the MDHB; and 
the Minister of Transport said that he would see whether they would 
prove acceptable to the latter. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the sums owing to the MDHB by the 
Government under existing loan agreements must be paid. They 
further agreed that the Minister of Transport should write to the 
Chairman of the MDHB on the lines which he had proposed and 
should publish his letter at the same time as the Press announcement 
was issued by the MDHB that afternoon. The Minister of 
Transport would no doubt take account of the comments on his 
draft which had been made in discussion and had been directed to 
strengthening the exposition of the Governmenfs position. The 
Minister of Transport should also consider with the Solicitor General 
and other Ministers directly concerned the changes—including 
legislative ones—which would eventually be required in order to 
ensure that the Mersey Docks were in future run more efficiently; 
and he should make detailed recommendations when Binder, 
Hamlyn and Company had delivered their report. 

The Cabinet-
Took note, with approval, of the summing up of their 
discussion by the Prime Minister. 

Cabinet Office, S.W.1, 


24 September, 1970. 
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Situation in 
the Middle 
East 
(Previous 
Reference: 
CM (70) 22nd 
Conclusions, 
Minute 1) 

SECRET 
*1. The Prime Minister, reviewing development since the 

Cabinefs last meeting, said that, in view of the initial refusal by 
the International Committee of the Red Cross (ICRC) to accept 
British medical assistance and relief, we had decided to act 
independently. An initial consignment of 2\ tons of medical supplies 
had been flown into Amman; and others had followed. The ICRC 
were now adopting a more co-operative attitude, and had agreed 
to the despatch of a British field hospital and surgical unit. 
Meanwhile, food was running short; and the ICRC were attempting 
to arrange supplies. Some foodstuffs were already being lifted in 
by air; but the scale of the problem was such that supplies would 
have to be organised on an international basis and brought in by 
ship to Aqaba. 

Of the 38 hostages retained by the Fedayeen after the liberation 
of the British, German and Swiss nationals, 32 had been released 
and had now left Jordan. The six still remaining were reported to 
have been handed over by the Fedayeen to the custody of the Embassy 
of the United Arab Republic (UAR) in Amman. The circumstances 
in which the Fedayeen had freed these individuals were not clear. 
But their deliverance might be due, at least in part, to the fact that 
early on 22 September, the day fixed for the holding in Cairo of 
a Summit Conference of Arab Governments, he had sent a personal 
and private message to President Nasser of the UAR, suggesting 
that both the United Kingdom and the UAR should seek to make 
a fresh start as regards relations between them and urging him for 
this purpose to take advantage of the Summit Conference to ensure 
the transfer of the hostages to a place of safety as a preliminary 
to negotiations for their exchange against the seven prisoners in 
European hands. This message had been acknowledged by President 
Nasser; but no substantive reply had been received until 
27 September. On that day, however, 32 of the remaining hostages 
had been released, reportedly through the good offices of the UAR 
Government; and HM Ambassador in Cairo had been told by the 
UAR authorities at the same time that President Nasser was now 
in a position to arrange an exchange of the remaining hostages if 
we and the German and Swiss Governments were prepared to return 
the Fedayeen prisoners whom we held. The UAR Government 
wished for confirmation that our offer still stood; and, after 
consultation with the German and Swiss Governments, we had 
informed them that this was so. The matter had subsequently been 
considered at a meeting of Ministers directly concerned on the 
afternoon of 27 September. It had been concluded that President 
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Nasser's intervention placed us, together with the German and Swiss 
Governments, under a clear moral obligation to carry out the terms 
of the bargain. Moreover, HM Representatives in the Middle East 
had drawn urgent attention to the dangerous and far-reaching 
consequences for British interests in the area if Leila Khalid were 
not released as soon as the hostages reached safety. It was therefore 
very desirable to remove her from this country as quickly as possible, 
particularly in view of the risk that, if her departure were delayed 
much longer, the Government of Israel might seek her extradition 
or an attempt might be made to apply for a writ of habeas corpus 
on her behalf. 

It was to be hoped that the German and Swiss Governments, 
despite the difference between their practical circumstances and ours, 
would take the same view as ourselves of the moral obligation 
involved. But, even if they did not, we ourselves should return 
Leila Khalid as soon as confirmation had been received that the 
remaining six hostages had reached a place of safety outside Jordan 
and had been positively identified. The United States Government 
had been informed of this decision but had not so far commented on 
it. The German and Swiss Governments had been consulted and 
had also been informed that we would be prepared to transport their 
prisoners on the RAF aircraft on which we should be returning 
Leila Khalid, provided that they supplied the guards to accompany 
them. Initially, they had been disposed to accept our views: but 
subsequently they had shown some hesitation, doubtless because they 
wished to ascertain the attitude of the United States Government. 
Moreover, the constitutional position of the Swiss Government was 
complicated by the fact that their prisoners were in the custody of the 
cantonal government of Zurich, which would have to agree to their 
release. The Federal German Cabinet were now considering the 
matter: and we could only await the final decisions of both 
Governments, together with confirmation from the Government of 
the UAR that they were in fact prepared to accept an arrangement 
on the lines which we proposed. Meanwhile, the Government of 
Israel had not so far been informed of our intentions. 

In discussion the Cabinet endorsed the action taken by the 
meeting of Ministers on the previous day. We had a clear obligation 
to President Nasser to carry out our part of the bargain. While it 
would be desirable to carry the German and Swiss Governments 
with us if we could, we should not be deterred from acting 
independently either by failure to secure their concurrence or by any 
objections which might be raised by the Governments of the United 
States and Israel. 

The President of the Board of Trade said that in the course of 
a search of passengers boarding a British Overseas Airways 



Corporation aircraft in New York early that day two passengers had 
been found in possession of revolvers and hand grenades. The 
aircraft had been delayed but had now landed safely in this country. 
The two passengers had held United States passports; but they had 
so far refused to make a statement. 

The Cabinet— 
Took note of the statements by the Prime Minister and the 
President of the Board of Trade. 

SECRET 
*2. The Cabinet considered a note by the Secretary of the 

Cabinet to which was attached a situation report by Treasury Officials 
on public expenditure (CP (70) 58). 

The Chancellor of the Exchequer said that the Cabinet had 
agreed that a saving of £1,000 million should be made in public 
expenditure in 1974-75 in addition to any net saving in that year 
resulting from the abolition of investment grants. With this saving 
public expenditure would still be expanding at 3 per cent per annum 
and they would be several hundred million pounds short of the 
savings required by 1972-73 in order to carry out their election 
pledges to reduce taxation. Success in their present objective might 
still leave them in due course with the difficult political decision 
whether to provide for reductions in personal taxation by increases 
in indirect taxation. Moreover, if all the proposals now before them 
for additional expenditure were implemented the net reduction in 
public expenditure would be no more than a wholly inadequate 
£100-£150 million in 1971-72 and £250-£300 million in 1974-75. 
The scope for a reduction in taxation in any year did not depend 
upon the size of the Budget surplus forecast for that year. The 
Budget surplus (or deficit) in any year was determined by the degree 
of restraint judged necessary in order to contain total demand in 
relation to total national output. An increase in savings reduced the 
demand on national resources and thus increased the scope for 
reducing taxation. He was considering whether effective new 
incentives could be devised to encourage a higher level of personal 
saving but experience suggested that the main determinants of saving 
were confidence in the future value of the pound and in the future 
strength of the economy as a whole. 

In discussion it was suggested that it was unlikely that the 
Government would in practice be able to achieve their objective of 
reducing public expenditure by £1,000 million a year by 1974-75 
and it would therefore be prudent now to examine alternative 
strategies in case of failure. On the other hand there was wide 



Ministry of

Technology

agreement that the Governmenfs objective must be achieved and that 
the present difficulties were in part a consequence of some 
Departments accepting too readily that it was necessary to continue 
activities and expenditure which had been started by the previous 
Administration. 

The Cabinet then considered the items listed under Sections A 
and B of the report attached to CP (70) 58. They first considered 
memoranda by the Minister of Technology (CP (70) 52) and the 
Chancellor of the Exchequer (CP (70) 62) about proposed reductions 
in public expenditure by the Ministry of Technology. They also 
had before them a note by the Secretary of the Cabinet (CP (70) 53) 
on Accounting Conventions. 

The Minister of Technology said he had agreed to reduce 
 expenditure under his Departments votes by £100 million and the 

net requirement of public funds for his Departments nationalised 
industries by £50 million in 1974-75. The required reduction in 
Vote expenditure would mean cutting down the present level to a 
half over four years; inevitably the major part of the savings must 
come from the larger projects of assistance, for the aircraft industry, 
through the Industrial Re-organisation Corporation (IRC) and the 
United Kingdom Atomic Energy Authority (AEA). A careful 
assessment would be needed to determine the precise activities to be 
reduced, and special arrangements would be needed to deal with the 
potential staff redundancies, particularly in the AEA. It was 
accordingly necessary for the present to limit consideration to the 
general areas within which the cuts should be sought. For aircraft 
projects, he had tentatively postulated a saving of £20-£25 million: 
but it was impossible for him to give the assurance sought by the 
Chancellor in CP (70) 62 that this saving could be made regardless of 
what might be decided on Concorde or on support for the BAC-311. 
The Chancellor had also argued that is was unreal to take credit for a 
saving of £40 million on the IRC, since nothing had been included 
in the Public Expenditure Survey Committee (PESO figures. 
However, this sum would have been expended in 1974-75 under the 
arrangements envisaged by the previous Administration. His 
proposalto save £15 million on AEA expenditure on the nuclear 
programme would require consultation with the electricity supply 
industry and plant manufacturers to establish the proportions in 
which each could reasonably be expected to bear additional 
expenditure: it must be recognised that these additional costs would 
ultimately have to be borne by the consumer of electricity 
through higher charges. On other assistance to industry, including 
technological support and industrial research, he would be aiming to 
save £15-£20 million; he had assumed, however, that expenditure 
under the Local Employment Acts would need to continue at least 
at the planned level, but if there were to be any increase on grounds 



of regional policy that would need to be financed from the savings 
expected from abolishing investment grants, and not from further 
reductions in his Departments other Vote expenditure. A further 
£5 million could be saved on his Vote by relieving him of the 
responsibility for financing that part of his Departments industrial 
and aero-space research which was done on behalf of other 
Departments. This was, in his view, of lower priority than much 
of the research carried out for industry. Finally, his estimate for 
1974-75 included £10 million for other industrial and aircraft 
projects which were bound to come forward within four years but 
could not yet be identified: to delete this, as the Chancellor had 
suggested, would in his view be unrealistic. 

In respect of nationalised industry investment, he proposed to 
reduce the net call on public funds by £50 million in 1974-75, 
principally by means of seeking alternative sources of finance, 
whereas the Chancellor wished the total demand on resources to be 
reduced by £50 million through cuts in the investment programmes 
themselves. He agreed that it was incumbent upon the Government 
to see that the industries' investment was realistically based and 
to keep them under some pressure. But it would be shortsighted 
to reduce their investment in a way which risked leaving these basic 
industries short of capacity at a time when we were seeking economic 
expansion which would increase the demands made on them. 

The Chancellor of the Exchequer said that the target saving of 
£1,000 million on projected public expenditure in 1974-75, on which 
the Cabinet had agreed in July, already allowed for a £40 million 
saving on funds for IRC. There was no provision for such 
expenditure in 1974-75 at present: this so-called saving would thus 
contribute nothing to their target. Of the remaining £60 million 
saving from the Ministry of Technology's Vote expenditure, the £20
£25 million offered in respect of aircraft projects was uncertain, 
and £5 million was to be found by transferring research 
expenditure to the Votes of other Departments; and the Minister 
sought an extra £10 million in respect of unidentified industrial and 
aircraft projects which, if they justified it, should properly be left 
to complete in due course for a share in the contingency reserve. 
In sum, therefore, the Ministers proposals would provide firm savings 
of only £25 million on Vote expenditure. He also proposed to save 
£50 million on funds needed for nationalised industry investment 
primarily by finding alternative sources of financing it, rather than 
from real reductions in programmes or the disposal of some existing 
assets to the private sector. To reduce the pressure of demand and 
provide scope for tax reductions a saving was needed and not merely 
a change in the method of raising the finance required. But in fact 
the Minister now put total investment requirements for his 



nationalised industries some £70 million higher than at the start 
of the Public Expenditure Review, in addition to the further £25 
million for loans to British Nuclear Fuels Limited and the Radio-
Chemical Centre Limited, now transferred to a nationalised industry 
from Vote expenditure. Thus, on the Ministers figures, even after 
a £50 million saving had been made, nationalised industry 
requirements would be £45 million higher than had been allowed for. 
Part of this increase would be for an acceleration of investment by 
British Steel Corporation: the case for this had yet to be examined 
and meanwhile no allowance should be made for it. In his view, 
it would be wrong to exempt the investment programmes of 
nationalised industries from the cut in public expenditure and we 
should seek a substantial real reduction in the programmes of the 
order of £50 million in 1974-75. On Vote expenditure, if his 
colleagues accepted that the Minister should take credit for the £40 
million which would not be spent in 1974-75 on IRC, it would be 
the more necessary to have firm proposals for a genuine further 
saving of £60 million in that year. 

In discussion it was argued on the one hand that it should be 
possible to reduce expenditure by the Ministry of Technology by 
1974-75 by more than £60 million a year (in addition to the decision 
not to provide additional funds for the IRC. It was the Governments 
policy that industry should as far as possible meet its own needs 
without financial assistance from the Government; this should be 
made possible by cutting taxation which, in turn, was only possible 
if public expenditure was reduced. On the other hand it was argued 
that a substantial part of the Ministry's expenditure was committed 
to selective assistance to the development areas under the local 
employment acts; continuation of this was an important part of the 
Governments regional policy with its swing away from unselective 
assistance through investment grants and the regional employment 
premium. The Cabinet would shortly need to reach decisions on 
certain aircraft projects; if these were to be continued, so must much 
of the expenditure on civil aircraft work at the Royal Aircraft 
Establishment and in the Ministry of Technology itself. As for 
research generally, it was agreed that the research being undertaken 
with Government funds required review as a whole. While some 
research was valuable, and indeed cost saving, some did not seem 
to be justified, whoever undertook it; more might be of some value, 
but not of such high priority as to justify Government assistance. 
In any event, research of direct interest to industry should be 
undertaken mainly if not wholly by industry. The Government 
should support only research of direct departmental interest and 
fundamental research. On the other hand it was argued that it would 
be wrong to reduce sharply the Governments contribution to applied 
research while allowing expenditure by the research councils to go 



on increasing. It was, however, noted that future expenditure on the 
research councils would be included in the review of Government 
research and development activities which the Lord Privy Seal had 
been invited to undertake. It would be appropriate in that review 
to consider a further reduction in the budgets beyond that which had 
already been agreed. On specific items of expenditure on research 
it was agreed that the possibility of disbanding the Torry Research 
Station should be investigated. It was, however, argued that the 
Water Pollution Laboratory performed an essential function; it would 
not be possible to cover the cost of its essential work within the 
provision for environmental services in view of the £10 million cut 
which had already been agreed in this expenditure. The transfer of 
responsibility for the Laboratory from the Ministry of Technology 
would not, therefore, produce any real savings. 

In further discussion it was argued that there should be 
substantial scope for real reductions in the investment programmes 
of the Ministry of Technology nationalised industries. Both the gas 
and electricity industries had planned their investment with the need 
to provide a margin of capacity much more prominently in mind 
than the need to limit their demand for capital and to use it effectively. 
The British Steel Corporation (BSC) should both speed up the closure 
of old works and arrange to dispose of assets which were not essential 
to the main business, including some steel making activities. On 
the other hand it was argued that the costs of the BSC were at present 
inflated by the delayed delivery of new plant which had required it 
to retain obsolescent works in use. Its cost reduction programme 
as well as the need for increased capacity would call for increased 
investment. As for the nationalised industries generally, it would 
be more appropriate to reduce the burden on the Exchequer by raising 
funds for investment on the market than to reduce actual investment 
in basic industries essential to the faster growth of the economy. 
However, it was pointed out that unless the Government guaranteed 
the borrowing of the nationalised industries, it would be more 
expensive for them to raise funds from the private sector than from 
the National Loans Fund. A reduction in the central Governmenfs 
borrowing requirement which was not accompanied by a reduction in 
real demand on resources and in the overall public sector borrowing 
requirement made no contribution to the scope for reducing 
taxation. 

In further discussion the following points were made: 
(a) The nationalised industries as a whole had substantial 

land holdings which in many cases were derelict or under-used. 
The possibility of undertaking a special review of public sector land 
holdings with the help of the team of businessmen was under 
discussion with the Departments concerned. 
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(/;) The opportunities which would arise in the near future for 
reviewing the top management of the major nationalised industries 
should be used to ensure that they gave priority to industrial and 
commercial efficiency. 

(c) The changes in the investment grant system which the 
Cabinet would be considering later in the week might enable a further 
net saving to be made on assistance to industry. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the fact that additional funds would not be 
required for the IRC in 1974-75 might be taken into account. The 
Minister of Technology should, however, find at least a further 
£60 million reduction in the vote expenditure of his Department by 
1974-75. Many of the projects in hand or coming forward for 
consideration, such as the BAC-311 and RB-211, might be desirable. 
But we could not afford everything that was desirable and, in general, 
it was right to expect industry to stand on its own feet. There was 
a very real need to reduce Government expenditure on research both 
by cutting out projects, including those which were desirable but not 
essential, and by requiring industry to finance much more of the 
applied research from which it benefited. The Lord Privy Seal in 
the review of expenditure on research and development which he 
was undertaking should consider the possibility of a further reduction 
in the research councils' budgets. It was, however, important to 
ensure that suitable arrangements were made for those made 
redundant as a result of reductions in expenditure. As for the 
nationalised industries, the Cabinet felt that their investment 
programmes had been allowed to get out of control. Officials should 
be invited to report urgently on how the investment programmes of 
the Ministry of Technology nationalised industries might be reduced 
by £50 million in 1974-75. Any proposals for additions to these 
investment programmes, such as the £70 million to which the Minister 
of Technology had referred, would have to be considered on their 
merits at the appropriate time. No allowance should be made for 
them now. 

The Cabinet— 
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Agreed that	 the current estimates for vote expenditure of 

the Ministry of Technology for 1974-75 should be reduced 
by £60 million after account had been taken of the fact 
that additional funds would not be required for the IRC. 

(3) Invited the Chancellor of the Exchequer, in consultation with 
the Minister of Technology, to arrange for officials to 
make recommendations, for consideration by the Cabinet 
on 13 October, for a reduction of £50 million in 1974-75 



in the investment programmes of the nationalised 
industries for which the Ministry of Technology was 
responsible. 

(4) Invited the Minister of Technology, in consultation with the 
Minister of Agriculture and the Secretary of State for 
Scotland, to give further consideration to the disbandment 
of the Torry Research Station. 

The Cabinet— 
(5) Endorsed the proposal for reductions amounting to £2 million 

in 1971-72 and £5 million in 1974-75 in the expenditure 
of the Research Councils. 

(6) Agreed that	 consideration should be given to further cuts 
in the Research Councils' budgets in the course of the 
review of the Government research and development 
activities which the Lord Privy Seal had been invited to 
undertake. 

The Cabinet considered a memorandum by the Minister of Posts 
and Telecommunications (CP (70) 49). 

The Minister of Posts and Telecommunications said that the 
present target rate of return on net assets of the telecommunications 
business of the Post Office was 10 per cent. He proposed that it 
should be increased to between 11 and 12 per cent from mid-1972. 
The practical consequences would be an increase in the price of 
telephone services of about 10 per cent in mid-1972 instead of one 
of 5 per cent in March 1973. The Post Office would by this means 
be able to finance more of their investment programme from revenue 
and as a consequence of higher prices there might also be a marginal 
reduction in the investment programme itself. The Post Office's 
borrowings from the National Loan Fund would be reduced by 
about £70 million a year. He would not authorise the resultant price 
increases without prior consultation with his colleagues. He also 
proposed to ask the British Broadcasting Corporation and the 
Independent Television Authority to make savings of £1-7 million 
and £0 - 9 million respectively in their capital expenditure programmes 
over the period 1972-73 to 1974-75. But a part of these savings 
would probably be offset by the provision of about £2 million for the 
establishment of a supervisory authority for commercial radio and 
the need to reduce the present levies payable by the Independent 
Television companies. He was considering the future of the Giro, 
the National Data Processing Service and Cable and Wireless Limited, 
and would be making recommendations in due course. 

In discussion it was argued that it was inconsistent with 
Government policy to increase the target rate of return on the Post 



Office's assets and at the same time to authorise price increases so 
that the higher return could be achieved without any additional 
effort. The Post Office should be informed that the target rate of 
return on assets was being raised as proposed by the Minister of 
Posts and Telecommunications and that the Post Office must aim 
to produce a higher return without raising prices. 

The Cabinet— 
(7) Approved CP (70) 49	 on the understanding that the Post 

Office would be given no undertaking that they would be 
authorised to increase prices in order to meet the higher 
target rate of return on net assets employed in 
telecommunications. 

(8) Invited the	 Minister of Posts and Telecommunications to 
circulate his proposals on the future of the Giro, the 
National Data Processing Service and Cable and Wireless 
Limited to the Economic Policy Committee. 

The Cabinet— 
(9)	 Approved all the reductions proposed in Sections A and B 

of the report attached to CP (70) 58 subject to the decisions 
recorded in (2), (3) and (7) above. 

Cabinet Office, S.W.1, 

28 September, 1970. 
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SECRET 
*1. The Prime Minister said that the German and Swiss 

Governments had now agreed to our proposals for the exchange of 
the six remaining hostages against the seven prisoners in European 
hands. The Israeli Ambassador had indicated that his Government 
were unlikely to obstruct the release of Leila Khaled by attempting 
to secure her extradition to Israel, provided that her release were 
to take place as part of an exchange involving the return of all the 
remaining hostages without discrimination. There were therefore 
no further obstacles, so far as our relations with other Governrnents 
were concerned, to an exchange of Leila Khaled for the hostages. 
The Minister of State, Home Office, intended to receive a 
representative of the solicitors instructed by Leila Khaled's parents 
in the course of the day. Since the interview was fixed for late in 
the afternoon, it was unlikely that the solicitors would be able to 
institute Habeas Corpus proceedings—if such was their intention— 
until at least the following day. Meanwhile, we were ready to 
remove Leila Khaled from the country as soon as we received 
confirmation that the six hostages had reached safety. 

The Cabinet— 

(1) Took note of the statement by the Prime Minister. 

The Defence Secretary said that it was now intended to send 
to Amman by air a field ambulance section with three extra 
ambulances, a field surgical team and the light section of a field 
hospital. These units were already deployed in Cyprus and could 
begin to move to Jordan at any time from the following day. 
Service personnel for the units would be volunteers, unarmed, and 
in civilian clothes. So long as the present tension persisted in 
Amman and Leila Khaled remained in British custody, there 
might be some risk in sending British Service personnel to Jordan; 
and it might be preferable not to proceed with the operation until 
Leila Khaled's release had been publicly announced. 

The Foreign and Commonwealth Secretary said that, despite 
the risks involved, HM Ambassador in Amman had argued strongly 
in favour of the immediate despatch of the medical units, not 
least because it was important that we should not appear to be 
lagging behind the United States and French Governments, whose 
medical units were already operating in Amman on a basis "similar 
to that which we had in mind. On the other hand, the French 
Government at any rate had no hostages at risk. 

* Previously recorded in a Confidential Annex. .,, 

SECRET 
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President 
Nasser 

Public 
Expenditure 
(Previous 
Reference: 
CM (70) 23rd 
Conclusions, 
Minute 2) 

The Prime Minister, summing up a brief discussion, said that 
the Foreign and Commonwealth Secretary should discuss the matter 
further with the Defence Secretary; and it might also be helpful 
to ascertain the views of the International Committee of the Red 
Cross. Meanwhile, a decision should be deferred. 

The Cabinet— 
(2) Took	 note of the statements by the Foreign and 

Commonwealth Secretary and the Defence Secretary and 
of the Prime Minister^ summing up of their discussion. 

The Foreign and Commonwealth Secretary said that President 
Nasser of the United Arab Republic (UAR) had died suddenly on 
the previous day. A decision would have to be taken on British 
Government representation at his funeral, which would take place 
on 1 October. 

In discussion it was suggested that in our relations with the 
UAR we should now seek to look to the future rather than to past 
differences. Moreover, the occasion of the funeral might afford 
valuable opportunities for informal contacts with the representatives 
of other Governments in a neutral and restrained atmosphere, 
particularly if, as seemed possible, the Soviet Government were 
represented by the Chairman of the Council of Ministers, 
Mr. Kosygin. We should also have to take into consideration the 
level at which other Western Powers, for example, the United States 
and France, intended to be represented. 

The Prime Minister, summing up the discussion, said that he 
would give further consideration to the British Governmenfs 
representation at President Nassefs funeral in consultation with the 
Foreign and Commonwealth Secretary and in the light of the points 
made in the Cabinet's discussion. 

The Cabine t 
(3) Took note, with approval, of the Prime Ministers summing 

up of their discussion. 

SECRET 
*2. The Cabinet resumed their discussion of the proposed 

reductions in expenditure set out in a situation report by Treasury 
officials which was annexed to a note by the Secretary of the 
Cabinet (CP (70) 58). 



Nationalised The Cabinet 
Industries 

(1) Invited the Minister	 of Transport to give consideration to 
the possibility of selling Thos. Cook & Son Ltd. to the 
private sector and to bring his proposals before the 
Ministerial Committee on Economic Policy. 

Industrial The Prime Minister, summing up a short discussion, said that 
Reorganisation ^ Cabinet agreed that the Industrial Reorganisation Corporation 

should be wound up; the details would require further consideration, 
but in the meantime no further commitments should be entered into. 
They noted that some of the £17 million which they had hoped would 
thereby be saved in 1971-72 might already have been committed. 
Officials should examine urgently the extent of such commitments 
and whether they were irrevocable. 

The	 Cabinet 
(2) Agreed	 that the Industrial Reorganisation Corporation 

should be wound up. 

(3) Invited the Minister of Technology, in consultation with the 
Chancellor of the Exchequer— 

(i) To	 arrange for officials to report on the extent of 
commitments and possible savings in respect of 
expenditure in 1971-72. 

(ii) To give further	 consideration to the steps necessary 
to wind up the Industrial Reorganisation 
Corporation. 

Regional The Cabinet— 
Employment 
Premium (4) Agreed that the Regional Employment Premium should be 

abolished in September 1974, and that this decision 
should be taken into account in considering the impact 
on regional policy of changes in investment incentives. 

The Cabinet
(5) Confirmed, subject to Conclusion 3 above, their endorsement 

of all the reductions proposed in Section B of the report 
attached to CP (70) 58. 

Education The Secretary of State for Education and Science said that she 
had proposed reductions in expenditure on school meals of 
£24 million in 1971-72 and £40 million in 1974-75. She had 
established, following the earlier Cabinet discussions (CM (70) 17th 



Conclusions, Minute 2, Conclusion 9), that this would not involve 
charging more than cost price. She had reached agreement with 
the Chief Secretary on the retention of school milk for infants. 

The Cabinet— 
(6) Approved	 reductions in expenditure on school meals of 

£24 million in 1971-72 and £40 million in 1974-75; on 
school milk of £6 million in 1971-72 and £9 million in 
1974-75; and on further education of £3 million in 
1971-72 and £5 million in 1974-75. 

The Paymaster General said that since the public library 
service had originated in 1850 the principle of free service had been 
maintained by successive Administrations and supported from time 
to time by investigating committees. The introduction now of a 
charge would give rise to strong opposition in Parliament and 
outside and would be the more difficult to defend since it represented 
a volte face in Conservative policy. The revenue which might be 
collected would be small and would involve recruitment of 
considerable additional staff by the public libraries. If the 
Government nevertheless considered that a charge should be 
imposed, it would be advisable first to make an enquiry into the use 
which was at present made of the libraries by different sections of 
the public; it would be preferable to drop the proposals for a charge 
altogether but if a charge on reading must be introduced, they 
would be better advised to consider imposing a purchase tax on 
books. 

The Cabinet 
(7) Agreed that public library charges should not be introduced. 

The Chief Secretary, Treasury, said that there was agreement 
with the Secretary of State for Social Services in the health and 
welfare bloc except on prescription charges. He had proposed 
that charges for prescriptions should be limited to 25 per cent of their 
cost with exemptions for cases of financial hardship only. 

The Secretary of State for Social Services said that he agreed 
in principle that prescription charges should be proportionate to cost 
but this was a major administrative change which would take some 
time. For 1971-72 he proposed an increase in the flat rate charge 
to 4s. Od. with no reduction in the present range of exemptions. By 
making additional savings, however, on wigs and elastic hosiery, it 
was possible to reduce expenditure by a further £1 million a year. 
While it might be possible in due course to limit exemptions to 
cases of financial hardship he would not be prepared to withdraw 
exemptions at this stage from children and the old. 
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The Cabinet— 
(8) Agreed	 the reductions shown, in the report attached to 

CP (70) 58, for 1971-72 and 1974-75 in expenditure on 
ophthalmic services, dental services and welfare milk. 

(9) Agreed	 provisionally that expenditure on prescription 
charges should be reduced by £15 million in 1971-72 and 
£17 million in 1974-75: the possibility of making larger 
reductions in both years would be considered further 
when the proposals by the Social Services Secretary for 
additional expenditure on health and welfare were 
considered. 

The Cabinet— 
(10) Approved the	 proposed reductions in expenditure shown 

against item C4 (i) and (ii) in the report attached to 
CP (70) 58. 

The Secretary of State for Social Services said that he was 
prepared to reduce the general uprating of social service benefits 
in 1971 to a level which would provide only for a cost of living 
increase plus 25 per cent of the difference between that and the 
increase in average earnings; for 1973 he proposed cost of living 
plus 60 per cent of the increase in earnings. This would save 
£75 million in 1971-72 and £210 million in 1974-75 over the; 
previous estimates. This would be less generous than the previous 
Administration. It was, however, defensible as the coverage and 
the benefits of occupational pension schemes were increasing. 
Moreover, some redeployment of the sums available for the upratings 
would enable substantial improvements to be made for certain 
hard-hit groups, notably the disabled, the chronic sick and one-parent 
families. Anything less generous than he proposed could not be 
defended. 

The Prime Minister, summing up this part of their discussion, 
said that the Cabinet agreed that the.uprating of social security 
benefits should, subject to review in the light of the circumstances 
at the time, be based in 1971 on the cost of living only and in 1973 
on the cost of living plus 60 per cent of the difference between that 
and the increase in earnings. These would not be revealed in. 
advance, but would be taken into account in the provision for 
contingencies and the overall totals in the public expenditure White 
Paper. They also agreed that certain additional sums should be 
made available for selective assistance to particular- groups for which 
upratings on the basis agreed would provide inadequately. The 
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provision to be made for this selective assistance should be discussed 
further between the Chancellor of the Exchequer and the Secretary 
of State for Social Services. Other measures to help hard-hit groups 
would be considered among the proposals for additional 
expenditure. The Cabinet had taken these decisions on the basis 
that unemployment and sickness benefit and pensions would receive 
equal uprating, but they had noted that that point might require 
further consideration, and that the Secretary of State for Social 
Services would be bringing forward proposals for changes in the 
national insurance system shortly, at which stage it would also be 
possible to review the present 20 per cent Exchequer contribution. 

The Cabinet
(11) Agreed that social security benefits	 should be uprated in 

1971 and 1973 on the basis indicated by the Prime 
Minister in his summing up of their discussion. 

(12) Invited the Chancellor of the Exchequer and the Secretary 
of State for Social Services to give further consideration 
to the provision to be made for selective increases in 
benefits and the net reductions to be made in current 
estimates of expenditure in 1971-72 and 1974-75 on the 
lines indicated in the summing up of the discussion. 

The Cabinet
(13) Approved the	 proposed reductions in expenditure shown 

against item C5 in the report attached to CP (70) 58. 

The Cabinet— 
(14) Approved the proposed reduction in expenditure in 1974-75 

shown against item C6 (iii) in the report attached to 
CP (70) 58. 

The Cabinet
(15) Agreed that	 a charge should be made for admission to 

public museums and galleries. 

(16) Invited the	 Paymaster General, in consultation with the 
Chief Secretary, Treasury, to prepare the necessary 
arrangements for the introduction of this charge. 

 The Lord President of the Council said that the Ministerial 
 Committee on Agricultural Policy had concluded that, in view of 

the overriding need to make major public expenditure savings as 
soon as possible and of the Governmenfs firm political commitment 
to make an early start on changing existing methods of agricultural 
support, it was desirable to go ahead forthwith with the introduction 
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of interim import levy schemes covering cereals, beef, lamb and 
dairy products other than butter and cheese. Such a move would, 
however, provoke a hostile reaction from our main overseas suppliers 
and complex and difficult international negotiations would be 
necessary before the levy schemes could be implemented. 

In discussion, it was suggested that, provided the Government 
showed itself to be determined to go ahead with its announced policy 
for changing agricultural support methods, it should be possible to 
bring the necessary international negotiations on the proposed 
interim levy schemes to a satisfactory conclusion in time to allow 
significant Exchequer savings to be made in 1971-72. On the other 
hand, it had to be borne in mind that both bilateral and multilateral 
discussions would have to take place, and past experience had shown 
that such complex negotiations could well take at least a year or 
18 months to complete. The proposed interim levy schemes were 
in any case only a first step towards the Governmenfs objective of 
relieving the Exchequer by 1974-1975 of much of the cost of 
agricultural support. 

The Cabinet 
(17) Agreed that interim	 import levy schemes for cereals, beef, 

lamb and minor milk products should be introduced, as 
recommended in CP (70) 60. 

(18) Agreed	 that a reduction of £150 million in Exchequer 
expenditure on agricultural support in 1974-75 should 
be counted towards the target for public expenditure 
savings. 

The Minister of Transport said that the London area commuter 
services of British Rail were currently making an annual loss of 
£15 million. He proposed that British Rail should be required to 
make these services self-supporting by 1973. To do so would require 
total fare increases of 30 per cent in real terms (and 45 per cent in 
money terms) over the next three years and further substantial 
increases thereafter to keep pace with increasing costs. Increases 
on this scale would no doubt provoke considerable public opposition, 
but the only alternative was to continue to subsidise commuters in 
the London area out of general taxation. 

In discussion the following main points were made: 
(a) The Ministry of Transport and the Treasury were already 

carrying out a review of British Raifs activities as a whole, which 
might show in due course that savings could be made on other parts 
of British Raifs operations, and that it was therefore less important 
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to insist that the London commuter services should be made 
self-supporting. It was, however, difficult to justify to the public the 
total withdrawal of services from unviable lines in country areas, 
when London area commuter services were being so heavily 
subsidised. 

(b) Increases in London commuter fares on the scale proposed 
would lead more commuters to attempt to use their cars to and 
from work. Such a switch to road transport would add to problems 
of congestion and atmospheric pollution in the London area, and 
would thus create additional social and economic costs. It would 
also be necessary to consider the impact of higher fares on family 
incomes. 

The Cabine t 
(19) Agreed in	 principle that British Rail should be required 

to make its London area commuter services self
supporting by 1973 and that a saving of £15 million 
could accordingly be counted towards the target of 
reductions in public expenditure. 

(20) Invited the Secretary of State for Social Services to arrange 
for the implications of higher fares in the London area to 
be examined in the study of effects of public expenditure 
reductions on family incomes. 

(21) Invited the	 Minister of Transport and the Chancellor of 
the Exchequer to examine, and to report in due course 
to the Economic Policy Committee, what savings could 
be made on other parts of British RaiFs operations. 

q
 In discussion of the Chief Secretary's proposal to apply a 

H
Ueeze through the rate support grant on local authority current S	 

 . . . .f . , * / \ *. . . . . , .A A expenditure, it was noted that this would be additional to the 
 reductions in grant-aided expenditure to be secured by functibnal 

policy changes. There would be a temptation for local authorities to 
meet the effects of the squeeze by cutting down their expenditure 
on school maintenance and equipment and on welfare services for 
the old and handicapped, which would run counter to the 
Governmenfs general strategy, unless their co-operation was sought 
to avoid this. On the other hand, it was argued that, although local 
authority expenditure had already been squeezed by the previous 
Government, there should still be room for further savings in 
administrative costs, and it was right to subject local authorities to 
similar financial disciplines to those the Government was itself 
imposing on central services. The required economies amounted 
to only 0-6 per cent of total local authority expenditure, although 
much of this expenditure was mandatory and could not therefore 
be reduced. 



The Cabinet
(22) Endorsed the proposal at Section Dl	 of the report attached 

to CP (70) 58 that public expenditure savings of 
£20 million in 1971-72 and £25-£30 million in 1974-75 
should be secured from local authority current 
expenditure by a general reduction in the rate support 
grant. 

The Chancellor of the Exchequer said that he had reached 
agreement with the Defence Secretary on the future level of defence 
expenditure. The White Paper on Public Expenditure 1968-69 to 
1973-74 (Cmnd. 4234) had not presented a true picture of the future 
level of defence expenditure agreed by the previous Government. 
The actual level, contained in long-term costings prepared by the 
Ministry of Defence, was substantially larger. He had now agreed 
with the Defence Secretary that the following net reductions should 
be made in defence expenditure—after allowing for necessary 
increases, for example, to maintain our position East of Suez— 
below the present long-term costings: 

£ million 
1971-72 '.1 'L 20 
1972-73 ... 23 
1973-74 ... 64 
1974-75 ... 132 

The Defence Secretary said that he agreed with considerable 
reluctance to these reductions, which would leave defence 
expenditure at a level which must involve some risks. His 
agreement, moreover, depended on certain decisions being taken on 
defence policy: he would be unwilling, for example, to contemplate 
any contribution to " burden-sharing "—i.e., raising our contribution 
to total NATO expenditure—from his reduced defence budget. The 
Defence and Oversea Policy Committee would be meeting shortly 
to consider the relevant defence policy decisions. He would need 
to consider the public presentation of this reduction very carefully 
with the Chancellor of the Exchequer. He intended to publish a 
Defence White Paper shortly after the public expenditure and other 
connected decisions were announced on 27 October. 

The Cabinet
(23) Approved the net reductions in defence expenditure agreed 

between the Chancellor of the Exchequer and the 
Defence Secretary on the understanding that they might 
be subject to review in the light of decisions which would 
shortly be taken on defence policy. 
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The Cabinet then turned to consideration of the proposed 
increases in public expenditure which were set out in the report by 
Treasury officials attached to a note by the Secretary of the Cabinet 
(CP (70) 58). 

 The Cabinet considered a memorandum by the Secretaries of 
State for Scotland and Wales, the Minister of Agriculture and the 
Minister of State, Home Office (CP (70) 61), recommending certain 
immediate increases in the level of agricultural support. 

The Minister of Agriculture said that since CP (70) 61 had been 
circulated, he had had an opportunity to discuss his proposals with 
the Chief Secretary, who had accepted that in the light of the recent 
unprecedented rise in farm costs, and particularly in the prices of 
imported animal feeding stuffs, it was necessary to make some 
early increases in guaranteed prices. But against the background 
of the public expenditure review, the Chief Secretary had asked 
that the proposals put forward in CP (70)61 should be modified so 
as to reduce the cost to the Exchequer. The Minister said that he 
had accordingly agreed not to press for the proposed extension of 
the higher fertiliser subsidy and to scale down the proposed increase 
in the guaranteed prices for wheat and barley from Is. 6d. to Is. Od. 
a cwt. His modified proposals would add £54 million to farmers' 
incomes in a full year. Their cost to the Exchequer in 1970-71 
would be £21 million, but even after allowing for this increase, 
Exchequer expenditure on agricultural support in the current year 
was likely to be some £70 million less than had been forecast at the 
time of the 1970 Price Review, because unexpectedly high market 
prices for cereals and meat had greatly reduced the cost of deficiency 
payments. If his colleagues agreed, he proposed to announce the 
increases in the following week. 

In discussion it was suggested that the public presentation of 
the increases in guaranteed prices proposed by the Minister of 
Agriculture would need careful consideration. There was a risk 
that the impression might be created that the Government was being 
unduly generous to the agricultural industry while at the same time 
asking the rest of the community to accept major sacrifices in order 
that public expenditure might be reduced. It would also be necessary 
to inform our overseas suppliers of the proposed increases before 
any public announcement was made. 

The Cabinet 
(24) Agreed	 that the guaranteed prices of wheat and barley 

should be increased by Is. Od. per cwt.; and that, except 
for the proposed extension of the higher fertiliser 
subsidy, the other increases in agricultural support 
proposed in CP (70) 61 should be approved. 
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(25) Invited the Lord President of the Council, in	 consultation 
with the Foreign and Commonwealth Secretary and the 
Minister of Agriculture to consider further the public 
presentation of this increase in agricultural support. 

CONFIDENTIAL 
3. The Cabinet considered memoranda by the Secretary of 

State for Employment and Productivity (CP (70) 63 and 65) about 
the draft consultative document on the Governmenfs proposals 
for reforming the legal framework regulating industrial relations. 

The Secretary of State for Employment and Productivity said 
that, subject to the approval of the Cabinet, he proposed to issue the 
consultative document without delay. His proposals for legislation 
were on lines agreed earlier by the Cabinet, and the draft had been 
thoroughly examined and agreed by the Ministerial Committee on 
Industrial Relations, subject to the further consideration of one or 
two points. One was whether the criminal sanctions under the 
Conspiracy and Protection of Property Act 1875 should be repealed 
or amended. Section 4 of the Act made it a criminal offence for a 
gas, electricity or water industry employee wilfully to break his 
contract of service and deprive users of these supplies. It seemed 
no longer appropriate to single out these employees for such 
treatment and he proposed that this section should be repealed. 
Section 5 made it a criminal offence for anyone to break a contract 
of service or hiring when there was a known risk to human life, 
or valuable property, and so was more general in its application and 
modern in its relevance: this section would be retained. Another 
point related to the nature of the proposals to be put forward on 
the disclosure of information by employers. The draft consultative 
document said that employers would be required to disclose to their 
employees such information about the operations and activities of 
their undertakings as might be specified in regulations; but that 
the proposed Code of Industrial Relations Practice would guide 
employers on the disclosure of information to trade union 
representatives with whom they negotiated. In framing the 
requirements he would aim to avoid putting employers under legal 
obligation to disclose more information than would be required of 
them, for instance, under company law. 

In discussion it was argued that the proposal to repeal the 
criminal sanctions contained in Section 4 of the Conspiracy and 
Protection of Property Act might weaken the sense of duty felt by 



public utility employees to the public and increase the risk that pay 
disputes in these industries would lead to strikes. On the other hand 
it was argued that industrial action in other industries could threaten 
equal danger to the public and to property, and that the repeal of 
Section 4 would emphasise the significance and wider relevance of 
Section 5 which would remain. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the consultative document should be issued 
without delay. The Secretary of State for Employment and 
Productivity should, however, reconsider the references to the 
intended repeal of Section 4 of the Conspiracy and Protection of 
Property Act 1875 in the light of the concern expressed about their 
possible impact on workers in the three public utilities involved. 

The Cabinet—
(1) Invited	 the Secretary of State for Employment and 

Productivity to reconsider references in the draft 
consultative document to the Conspiracy and Protection 
of Property Act 1875. 

(2) Subject	 to 1 approved the draft consultative document 
annexed to CP (70) 63. 

Cabinet Office, S.W.1, 

29 September, 1970. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 

10 Downing Street, S.W.1, on Thursday, 1 October, 1970, 


at 9.30 a.m. 
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Rhodesia 

The Approach 
to Mr. Smith 
and Other 
Problems 

SECRET 
1. The Cabinet considered a memorandum by the Foreign and 

Commonwealth Secretary (CP (70) 67) dealing with a possible 
approach to Mr. Ian Smith and with other problems arising from 
the existence of the present regime in Rhodesia. 

The Prime Minister said that, in the absence of the Foreign and 
Commonwealth Secretary who had had to fly to Cairo to attend the 
funeral of President Nasser, it would be desirable to defer 
consideration of the approach to Mr. Smith and to confine discussion 
to the other questions outlined in the memorandum. 

The Minister of Posts and Telecommunications said that the 
Post Office were anxious to discontinue their present practice of 
surcharging certain Rhodesian stamps which were regarded as 
invalid. The practice was an irritation to individuals in this country; 
it was irregular and illogical in its incidence; and it made no effective 
contribution to the United Nations sanctions policy, since the 
hardship which it entailed fell exclusively on individuals in this 
country. A decision to end the surcharge should therefore be 
announced as soon as possible. The Post Office considered that they 
already possessed the necessary discretionary powers for this purpose, 
whereas the Law Officers' preliminary view was that it would be 
necessary for the Post Office to take powers by publishing a charges 
scheme in the London, Edinburgh and Belfast Gazettes. 

In discussion there was general agreement that the surcharge 
should be ended. But the way in which this should be effected 
should be further considered by the Law Officers, in the light of a 
new submission from the Solicitor to the Post Office. 

On the subject of Rhodesian divorces The Lord Chancellor said 
that hardship was being caused in a few cases in this country because 
the United Kingdom courts were unable to accept the validity of 
judgments by Rhodesian courts presided over by judges appointed 
since the illegal declaration of independence. In the case of 
Mrs. Adams, mentioned in paragraph 7 of CP (70) 67, the United 
Kingdom courts could neither recognise a divorce granted by such 
a court in Rhodesia nor at present exercise jurisdiction themselves. 
A comprehensive solution to the problem, whereby the United 
Kingdom courts would be given discretion to recognise the judgments 
of unconstitutionally appointed Rhodesian legal authorities, could give 
rise to political difficulties in that it would be likely to be represented 
as implying recognition of the illegal regime and, therefore, a s i 
contrary to the Security Council Resolution on which the current 
sanctions policy was based. The immediate difficulty could be 
overcome, however, by giving the United Kingdom courts jurisdiction 
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in divorce applications from individuals with a Rhodesian domicile 
or three years' total residence in this country, in Rhodesia or in both 
countries, subject in all cases to a residential qualification of six 
months in this country. Such a change in the law could be effected 
by an Order in Council under the Southern Rhodesia Act, 1965. 

In discussion there was general agreement with this proposal. 
The Order in Council would require an Affirmative Resolution in 
due course. The draft, which had been approved by the Attorney-
General and the Lord Advocate, could meanwhile be shown in 
confidence by the latter to the Lord President of the Court of Session. 

The Cabinet noted that the action which they had endorsed to 
mitigate hardship as regards the postal surcharge and divorce 
jurisdiction would be liable to increase the pressure from other 
individuals, including holders of Rhodesian Government stock, who 
had received no payment since 1965, for some corresponding redress 
of their grievances. It was agreed, however, that there was no basis 
for any change in present policy towards these individuals. 

The Prime Minister, summing up the discussion, said that, 
without prejudice to the Law Officers' final consideration of the 
means by which the postal surcharge should be ended, the Foreign 
and Commonwealth Secretary and the Lord President of the Council, 
in consultation with the Minister of Posts and Telecommunications 
and the Attorney-General, should decide the timing of the necessary 
public announcement. The Ministers concerned should also agree 
the timing of the release of information about the decision on 
Rhodesian divorces. In both cases they should bear in mind the 
desirability of avoiding, so far as possible, any renewal of claims on 
the Government from holders of Rhodesian stock. 

The Cabine t 
(1) Took note, with approval, of the Prime Ministers summing 

up of their discussion and invited the Foreign and 
Commonwealth Secretary, the Lord President of the 
Council, the Minister of Posts and Telecommunications 
and the Attorney-General to proceed accordingly. 

(2) Agreed	 to resume discussion on CP (70) 67 at their next 
meeting. 

SECRET 
2. The Chancellor of the Duchy of Lancaster said that Leila 

Khaled and the Fedayeen prisoners held by the Governments of the 
Federal German Republic and Switzerland had now been flown to 
Cairo in a Royal Air Force aircraft. The United Arab Republic, 
pleading their preoccupation with the funeral of President Nasser, 
had initially asked us to delay sending them until 3 October. But 
they had subsequently agreed to accept them: and the aircraft had 
reached Cairo in the early hours of that morning. 



The Minister of State for Defence said that the medical units 
which had been standing by in Cyprus had now been flown into 
Amman and were operating under the protection of the Jordanian 
Army. 

The Chancellor of the Duchy of Lancaster said that on 
29 September the Soviet controller at the Berlin Air Safety Centre 
had informed his British, United States and French colleagues that 
the Soviet authorities were closing to air traffic part of the air space 
in the northern and central air corridors giving access to Berlin. The 
period selected for the intended closure was one during which no 
scheduled airline services would normally be using the corridor. 
Nevertheless, the Western Ambassadors in Germany had considered 
that the Soviet action was both illegal and provocative in intention. 
They had therefore made an immediate protest to the Soviet 
Government and had recommended to their respective Governments 
that, as on previous occasions when the Soviet authorities had 
attempted to interfere with the freedom of air navigation in the Berlin 
corridors, aircraft of the three Western Powers should undertake 
probing flights. The United States Government had initially been 
reluctant to take this action but had later agreed to do so. The 
French Government had subsequently said that they would be unable 
to undertake a probing flight, ostensibly because no French aircrew 
was available; but flights had been made by British and American 
aircraft. Finally, the Soviet authorities had cancelled the closure 
of the air corridors, alleging that it was the result of a faulty decision 
taken at a relatively low level of authority. But their action had 
evidently been deliberate and intended to test our reactions. 

The Minister of State for Defence said that this was the first 
interference with traffic in the Berlin air corridors since 1965. The 
Western probing flights had taken place without incident, except that 
a surface-to-surface missile had been seen to be fired, presumably 
as a demonstration. There had also been a few close approaches 
by Soviet military aircraft to civil aircraft in the corridors. 

The Prime Minister, summing up a brief discussion, said that 
this action, like current Soviet activities in Cuba and the installation 
of further missiles in the Suez Canal Zone in violation of the cease
fire, showed that the Soviet Government had not abandoned their 
traditional policy of continuously probing for weak points in the 
Western positions. They might have speculated that the combination 
of a new Government in Britain and the renewed tension in the Middle 
East provided an opportune moment to test the firmness of purpose 
of the Western Powers by a sudden challenge in a different area. The 
fact that we had reacted rapidly and vigorously should have a 
salutary effect on the current four-Power discussions about Berlin. 
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The Cabinet 
(1) Took note of the statements by the Chancellor of the Duchy 

of Lancaster and the Minister of State for Defence and 
of the Prime Ministers summing up of their discussion. 

 The Chancellor of the Duchy of Lancaster said that agreement 
 ^ad  b ached with the Maltese Government on the division n o w	 e e n r e  

of the balance of aid still available to Malta under the 1964 
Agreement, during the period of five years ending on 31 March, 
1974. 75 per cent of the balance would be made available by way 
of gift and 25 per cent by way of loan. The subsidiary arrangements 
still remained to be worked out in detail: but we should also be 
making a contribution in respect of the capital development of the 
dockyard and the restoration of historic buildings. 

The Prime Minister, summing up a brief discussion, said that the 
present situation in regard to aid to Malta was unsatisfactory and 
could not be allowed to continue indefinitely. Although we must 
discharge our existing obligations, we must be on our guard against 
assuming any additional commitments. Since the defence facilities 
provided by Malta were now primarily of interest to the North 
Atlantic Treaty Organisation (NATO), it would be logical that 
NATO should assume financial responsibility for them. 

The Cabinet— 

(2) Took	 note of the Prime Ministers summing up of their 
discussion. 

SECRET 
3.* The Cabinet considered a memorandum by the Chancellor 

of the Exchequer (CP (70) 66) proposing changes in the system of 
investment incentives. 

The Chancellor of the Exchequer said that, in accordance with 
the Governmenfs declared policy, he proposed to end the system 
of investment grants; grants would not be paid on expenditure 
incurred after 31 October, 1971. In their place, he proposed to 
introduce a new system of depreciation allowances, available to both 
manufacturing and service industry, under which it would be possible 
for 60 per cent of expenditure on investment to be written off for 
tax purposes in the first year. In the development areas, free 
depreciation would be allowed on all immobile plant and machinery 
and the existing 40 per cent initial allowance for new industrial 
buildings, which was at present due to end in April 1972, would be 



CM 25 (70) 

continued indefinitely. Ships would continue to attract free 
depreciation and, in their case only, investment grants would continue 
to be paid on expenditure incurred up to 31 October, 1972, under 
existing contracts. In addition there would be an adjustment in the 
rate of corporation tax. 

In discussion, the following main points were made: 

(a) It had never been demonstrated that public expenditure on 
investment incentives was really effective in securing a higher level 
of investment. Industry's investment intentions were influenced 
much more by expectations about profitability and the future growth 
of demand. The Chancellor^ proposals would add to public 
expenditure in 1970-71 and 1971-72 and would produce only 
relatively modest savings in subsequent years. It might be preferable 
to aim for substantially larger savings to give greater scope for 
reducing direct (particularly personal) taxation so as to help to restore 
dynamism to the economy. By this means and reforms in the 
structure of corporate taxation, we should provide a better climate 
for increased industrial investment and encourage industry to finance 
it primarily from retained earnings and from private savings through 
the capital market. 

(b) In presenting the Governmenfs decisions on public 
expenditure to the public, it would be necessary to show that the 
reductions had not fallen disproportionately on the social services 
compared with industry. 

(c) The transitional arrangements proposed by the Chancellor 
would give manufacturing industry a big incentive to accelerate its 
investment plans in order to complete expenditure on them within 
the next year, at an extra cost to the Exchequer of perhaps £60 
million. To some extent this boost to investment would be desirable, 
but it might cause a sudden upsurge in imports of plant and 
machinery which would be damaging to the balance of payments. 
The aim of transitional arrangements should be to make reasonable 
provision for companies who had already entered into contracts on 
the basis of the investment grants scheme before its abolition was 
announced. However, in the case of ships, even a two-year period 
would not allow all existing contracts to be completed; the shipping 
industry would lose at least £80 million in grants which it had no 
hope of offsetting from investment allowances. 

id) The Chancellor^ proposals would substantially reduce the 
differential incentives for manufacturing industry to invest in the 
development areas; at the same time they would spread the available 
assistance even more thinly. When they were announced, it would 
be essential for the Government to be able to show that they would 



nevertheless be continuing to operate a strong regional policy. The 
Government were pledged to make greater use of the Local 
Employment Act and to accelerate improvements in the infrastructure 
of the development areas. The Governmenfs commitment to end 
existing discrimination against the service industries need not be 
interpreted as requiring them to extend new incentives to these 
industries; and instead of making them eligible for free depreciation 
in the development areas, it might be preferable to devote a similar 
sum to provide selective assistance under the Local Employment Act 
to encourage industry to locate new employment-generating projects 
in these areas, and to additional expenditure on infrastructure there. 

The Prime Minister, summing up the discussion, said that the 
Chancellor of the Exchequer would wish to review his proposals in 
the light of the points made in discussion, and the Cabinet should 
resume their discussion in the following week. The Ministerial 
Committee on Regional Policy and the Environment should thereafter 
consider how the effect of the Governmenfs decisions on the 
development areas could best be presented in the light of other 
proposals relating to regional development and placed in the context 
of the Governmenfs approach to regional policy as a whole. 

The Cabinet 

(1) Took note with approval of the Prime Ministefs summing 
up of their discussion. 

(2) Invited the Chancellor of the Exchequer— 
(i) To review his proposals in the light of the Cabinefs 

discussion, and to reconsider in particular— 
(a) The transitional arrangements for the abolition 

of investment grants for ships. 
(b) The possibility of bringing the entitlement to 

grants for other investment to an end with 
effect from the date of his proposed 
announcement. 

(c) Whether, in place of his proposal to allow free 
depreciation to service industries in 
development areas, an equivalent sum might 
be devoted to improving the infrastructure 
of development areas and to selective 
further assistance to suitable projects under 
the Local Employment Acts. 

(d) The desirability of securing a greater overall 
saving from the change from a system of 
grants to investment allowances, with a 
view to securing a better balance between 
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the public expenditure savings in respect 
of industry and the social services and 
more scope for reductions in direct 
taxation. 

(ii) To	 circulate a further paper, for consideration at 
their meeting on 6 October. 

SECRET 
4.* The Cabinet considered a memorandum by the Minister 

of Housing and Local Government (CP (70) 64) about housing 
finance. 

The Minister of Housing and Local Government said that 
housing policy required major reform. At present council houses 
made up one-third of the total housing stock. While there were a 
large number of privately rented dwellings, this sector was rapidly 
declining and most of the tenants concerned were in no position 
to buy their own houses. If rents were raised to economic levels 
they would seek council houses. The public sector might then rise 
to some 50 per cent of the total. Rents in both sectors were now 
low and this discouraged owner-occupation. The 1965 Rent Act, 
which provided for " fair rents " in part of the private sector, had 
worked well where it applied. The main features of his new proposals 
were a general move to " fair rents " in both the private and the 
public sector. This would narrow the cost differential between 
buying and renting accommodation, and should encourage owner
occupation, including the purchase of council houses. It would also 
encourage private landlords to maintain their property adequately. 
The increases involved would, however, be very large. He therefore 
proposed that there should be a national minimum scheme of rent 
rebates and allowances covering needy families in rented 
accommodation in both the public and private sectors, administered 
by the local authorities. Though this would involve an extension 
of personal subsidies into the field of private housing, it was essential 
if a move to fair rents in the private sector was not to be accompanied 
by serious hardship to poorer families and greatly increased demand 
for new council houses. The move to fair rents should also be 
spread over a period to reduce the impact. If the annual average 
rent increases towards the fair rent level were limited to 10s. Od. a 
week (with a maximum of 15s. Od. for any tenant), there would be 
savings at current prices in public expenditure terms of the order 
of £135 million in 1974-75 and £215 million in 1975-76. If the 



average rent increases were limited to 15s. Od. a week (with a 
maximum of £1 for any tenant) the savings would be £205 million 
in 1974-75 and £280 million in 1975-76. His proposals would deprive 
local authorities of much of their existing discretion in housing 
policy. Increases in rents and the proposed rebates for the poorer 
families would have to apply uniformly to England and Wales as 
a whole. The overall effect of the proposals would be that authorities 
in the poorer inner areas of cities such as London and Liverpool 
would gain at the expense of some of the authorities with a large 
stock of council houses built in the 1930s and 1940s. He had it in 
mind to make a statement which would place these major reforms 
of housing policy in perspective, making clear their constructive 
approach while providing a background for some reference to 
possible savings in the White Paper which it was proposed to publish 
at the end of October. 

In discussion considerable support was expressed for the general 
approach proposed, but the following points were made: 

(a) The proposals had not yet been discussed with the Secretary 
of State for Scotland. While it was hoped to follow the same general 
approach there as was proposed for England, rents were very low 
and as the privately rented sector was small with council housing 
already forming half the housing stock it would be difficult to move 
to " fair rents " in the public sector. Proposals for basing rents on 
pooled historic costs were under consideration. It was emphasised, 
however, that such an approach in Scotland would intensify 
resistance in England and Wales to the full move to " fair rents ". 

(b) Further consideration should be given to the principle of 
giving allowances to the tenants of private landlords. While the 
proposals would, in the public sector, make a welcome transfer of 
subsidisation from the house to the family in need, and while the 
rents of the poorest private tenants were already subsidised through 
supplementary benefits, there were arguments of principle against 
a general extension of rent subsidies. The right policy was so to 
increase rents in the public sector that those who did not qualify for 
rebates and who could afford ownership or economic private rents 
moved out, leaving accommodation available for those who genuinely 
could not afford the economic rent. On the other hand, this would 
be a long process and in the meantime there would be severe hardship 
unless council building was substantially increased or the burden 
of subsidising tenants was left on private landlords. 

(c) A scheme for subsidising needy families in private rented 
accommodation would also raise administrative problems. Its 
administration would presumably require a substantial staff. 
Moreover, even if the scheme were conceived as a transitional one 



it might in practice prove permanent. On the other hand, it was 
argued that the problems of administration had been considered, 
and that no insuperable difficulties were expected. 

id) If decisions in principle were reached on housing policy, it 
would be possible to make allowance in the proposed Public 
Expenditure White Paper for the savings which could reasonably 
be expected, without going into detail, perhaps by using a global 
figure covering the savings from these changes, those from the move 
to an agricultural levy scheme, and possibly some other items. 

The Prime Minister, summing up the discussion, said that he 
had some doubts, which were shared by some members of the 
Cabinet, about the proposal to provide rent allowances for needy 
families in private accommodation. The Minister of Housing and 
Local Government should circulate a further paper setting out in 
detail how the proposed scheme might work. He should also give 
some further indication of how he proposed that owner-occupation 
might be encouraged. He and the Secretary of State for Scotland 
should also arrange for officials to consider whether their differing 
proposals for reform could be reconciled. 

The Cabinet
(1) Invited the Minister of Housing and Local Government, in 

consultation with the Chancellor of the Exchequer, the 
Secretary of State for Scotland, and the Minister of 
Public Building and Works, to report on the machinery 
for administering a national minimum scheme of 
allowances for needy families in private rented 
accommodation, and on proposals for encouraging owner
occupation, to enable the Cabinet to consider the matter 
further at the beginning of the following week. 

(2) Invited the Minister of Housing and Local Government	 and 
the Secretary of State for Scotland to arrange for officials 
to give joint consideration to the proposals for reform 
of housing finance which they had currently under 
consideration. 

General The Prime Minister said that the Cabinet would resume at the 
beginning of the following week their discussion of public 
expenditure and related changes of policy, including the proposals 
for additional expenditure and the balance of the proposals as a 
whole, bearing in mind the need to provide scope for the abolition 
of selective employment tax and the reductions in personal taxation 
to which the Government were pledged. In the meantime the 
Chancellor of the Exchequer and the Chief Secretary, Treasury, 



might consider further with the Ministers concerned the outstanding 
proposals for additional expenditure to see whether agreement could 
be reached in respect of some of them. 

The Cabinet— 
(3) Invited	 the Chancellor of the Exchequer and the Chief 

Secretary, Treasury, to discuss the proposals for 
additional expenditure with the Ministers concerned, on 
the lines indicated by the Prime Minister. 

(4) Agreed to resume their discussions of public expenditure on 
Monday 5 and Tuesday 6 October. 

Cabinet Office, S.W.1, 

1 October, 1970. 
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SECRET 
/ - The Prime Minister informed the Cabinet that his meeting with 

President Nixon at Chequers on Saturday 3 October had taken place 
in a very cordial atmosphere. The President clearly wished to 
establish a close relationship with the new British Government and 
had emphasised that he hoped that each country would be able to 
discuss its policies with the other with complete freedom and 
frankness. It was in this spirit that he had reviewed United States 
objectives in different areas of the world and had indicated that the 
United States Government intended to continue to resist the probing 
of the Sino-Soviet bloc wherever it was necessary to do so, while 
adhering to their announced intention to withdraw their land forces 
progressively from Vietnam. It was in the same spirit that he had 
also counselled us, in dealing with the problem of safeguarding the 
trade routes across the Indian Ocean and round the Cape, to consult 
our own interests and our own security, in the assurance that the 
United States Government would do nothing to embarrass us. 

The Foreign and Commonwealth Secretary said that he had 
conducted parallel discussions with the United States Secretary of 
State, Mr. Rogers, with particular reference to the situation in the 
Middle East. They had agreed that the only realistic objective in 
present circumstances was to work for an extension of the cease-fire 
and to try to ensure the reactivation of Ambassador Jarring's mission, 
possibly on the basis of amplified instructions. The need for some 
fresh initiative to establish peace in the Middle East was clearly 
intensified by the death of President Nasser of the United Arab 
Republic (UAR), whose funeral he had attended on the previous 
Thursday. During his brief visit to Cairo he had had discussions 
with the Foreign Minister of the UAR, M. Riad, who had been in a 
mood of great pessimism and had dismissed the suggestion of any 
kind of co-operation with the Government of Israel as wholly 
unrealistic. By contrast, King Hussein had been surprisingly 
confident of his ability to re-establish control over Jordan after his 
recent struggle with the Fedayeen. The situation, therefore, remained 
extremely unstable; and we could not afford to relax our efforts to 
promote a peaceful settlement. 

CONFIDENTIAL 
2. The Lord President, reviewing the situation resulting from 

the strike action taken by local authority manual workers, said 
that on 2 October the Greater London Council (GLC) had warned the 
Government that troops might be required by the following morning 
to ensure sewage disposal; and he had accordingly arranged, with 
the subsequent approval of the Ministerial Committee on 

: SECRET.: . 



Emergencies, for the provision of troops if they were required 
for this purpose. Together with the Minister of Housing and Local 
Government he had seen the union leaders directly involved, as well 
as Mr. Feather, the General Secretary of the Trades Union Congress. 
They had impressed on the union leaders the health hazards which 
London and some other parts of the country now faced; and they 
had told them that, if insufficient volunteers were forthcoming to 
man the sewage works, the Government would introduce troops, as 
necessary, in order to avoid risks to human health and that, in doing 
so, they would be adopting arrangements similar to those made earlier 
in the summer by the previous Administration. They had also made 
it clear to the union leaders that, if the GLC requested troops to 
man the sewage works, the Lord President or the Home Secretary 
would first ask the union leaders concerned whether they could 
give an immediate and positive assurance that their members would 
provide the necessary manpower and that it would only be in the 
absence of a reliable assurance of this kind that troops would be 
employed. Mr. Feather and the union leaders involved had accepted 
these arrangements for dealing with such an emergency. 

The Minister of Housing and Local Government said that the 
GLC at present had sufficient volunteers to man their sewage works 
for at least 48 hours and perhaps for a week. But the volunteers 
were being subjected to spasmodic harassment by strikers; and 
some might accordingly withdraw their services. The GLC had to 
steer a difficult course in emphasising the health hazards sufficiently 
to attract volunteers without causing unnecessary public anxiety. 
As regards the rest of the country the overflow of crude sewage 
into the Avon did not so far involve a serious risk to health: it 
was in fact a return to the method of sewage disposal which had been 
normal practice in Bristol until quite recently. There were serious 
risks to the environment in some places-for example to fish in the 
River Lea-but none so far to human health. 

The Prime Minister, summing up a short discussion, said that 
the Ministerial Committee on Emergencies should consider whether 
troops should be used to avert damage to the environment, for 
example in the River Lea, as well as hazards to human health. 
The Committee should also consider whether advice should be given 
to the GLC about their public statements on the situation, which at 
present seemed to alternate between forecasts of impending crisis and 
reassurances that all was well. 

The Cabinet— 
Invited the Home Secretary to arrange for the Ministerial 
Committee on Emergencies to consider the points made 
by the Prime Minister in his summing up of their discussion 
and to report their conclusions to the Cabinet. 
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SECRET 
*3. The Cabinet resumed their consideration of a note by the 

Chief Secretary, Treasury (CP (70) 68), and of a note by the Secretary 
of the Cabinet (CP (70) 58) covering a situation report by Treasury 
officials on public expenditure. 

The Chancellor of the Exchequer reported that, in accordance 
with the decision of the Cabinet (CM (70) 25th Conclusions, Minute 4, 
Conclusion 3) he and the Chief Secretary had had further discussions 
with Ministers concerned about the proposals for additional 
expenditure which had been put forward. They had, in large 
measure, reached agreement. 

The Cabinet considered memoranda by the Secretary of 
State for Social Services (CP (70) 54, 59 and 70) about expenditure 
on health, welfare and social security and measures to help the poorer 
families. 

The Chancellor of the Exchequer said that, following the 
Cabinefs earlier discussion of reductions in expenditure on health 
and welfare (CM (70) 24th Conclusions, Minute 2, Conclusion 9), 
the Secretary of State for Social Services had agreed to raise a 
further £15 million a year by putting prescription charges on a 
proportionate basis from the earliest practicable date, subject to the 
retention of substantial exemptions and a limit on the charge on 
each prescription. Agreement had also been reached on increases 
in expenditure on health and welfare in Great Britain totalling £20 
million in 1971-72 and £30 million a year in the three following years. 
This would enable a start to be made on desirable improvements 
in these services pending the review of the finances of the 
National Health Service. Agreement had also been reached, 
following the earlier discussion (CM (70) 24th Conclusions, Minute 2, 
Conclusion 12), that in connection with the 1971 uprating of social 
security benefits, which the Cabinet had already agreed should take 
account of price increases only, £45 million in a full year should be 
made available for selected improvements for such groups as the 
disabled and the chronic sick; in 1973 the provision for selected 
help to such groups would be found from within a total uprating 
equivalent to the cost of living plus 60 per cent of the difference 
between that and the increase in real earnings. They had also 
agreed that £17-5 million in a full year should be made available 
for measures to help the poorer families, including the proposed 
family income supplement (FIS) scheme, concessions to those just 
above the limit for exemption from the various charges, and an 



increase in the uptake of certain services. The proposal for interim 
upratings of supplementary benefit in 1972 and 1974 should be 
considered later as claims on the contingency reserve. It had not 
proved practicable to attack family poverty by uprating family 
allowances, but it would later be possible to consider claims on the 
contingency reserve for up to £15 million a year to provide additional 
help for poor families. 

In discussion, concern was expressed at the apparent need for 
two Bills in the same or successive Sessions, first to increase 
prescription charges to 4s. Od. and then to put them on to a 
proportionate basis. Doubt was also expressed as to the possibility 
of getting the Bill introducing the FIS scheme through Parliament 
before Christmas. The gap between the date of implementation of 
the charges increases and that of the FIS scheme was disquieting. 
The latter could not, however, be advanced for administrative reasons, 
and there would be a substantial loss of revenue if the charges 
increases were delayed until the FIS scheme was introduced. 

The Cabinet— 

(1) Endorsed the agreements referred to in the statement by the 
Chancellor of the Exchequer and the proposals for the 
family income supplement scheme set out in CP (70) 70. 

(2) Invited	 the Secretary of State for Social Services, in 
consultation with the Lord President, to give further 
thought— 

(i) To	 the possibility of providing , for both the 
proposed changes in prescription charges in a 
single Bill. 

(ii) To the timing of the Family Income Supplement 
itflp M Bill. ' tf^j m^iiM : ' 

(3) Invited	 the Home Secretary, in consultation with the 
Chancellor of the Exchequer and the Secretary of State 
for Social Services, to arrange for the Social Services 
Committee to give further consideration to the timing of 
the increases in charges in relation to the introduction 
of the family income supplement scheme. 

(4) Invited	 the Lord President, in consultation with the 
Chancellor of the Exchequer and the other Ministers 
concerned, to give further consideration to the 
implications for the legislative programme of the public 
expenditure proposals as a whole. 

Education The Cabinet had before them a memorandum (CP (70) 47) by the 
Secretary of State for Education and Science on school building 
programmes. 



The Secretary of State for Education and Science recalled that 
she had agreed to measures proposed by the Chief Secretary, 
Treasury, which would reduce educational expenditure by £180 
million over the four years 1971-72 to 1974-75. In her memorandum 
she sought offsetting new commitments in respect of school building 
amounting to £71 million, of which £59 million would be spent 
during the period, less whatever sums she could secure from savings 
in other educational building programmes starting in 1973-74. 
Having regard to the plans of the previous Administration, her 
proposals were the minimum consistent with their Election pledges, 
in particular the explicit pledge to do more for the primary schools. 
She therefore wished to bring the 1972-73 programme up to the 
1971-72 level of £147-5 million starts, by diverting capital resources 
from other educational building programmes to provide for an extra 
£8 million of primary school starts, and by using part of the savings 
it had been agreed to make on educational expenditure generally. 

The Chief Secretary, Treasury, said he had discussed the 
Secretary of State for Education and Science's proposals with her on 
2 October. In effect she was proposing an increase of £37 million 
in public expenditure over the period to 1974-75 and he had offered 
an increase of £20 million over this period on the assumption that 
£5^ million of starts could be found in 1972-73 as in 1971-72 by 
switching expenditure from other parts of the school building 
programme to improvements. However, it now appeared that the 
Secretary of State for Education and Science was unable to repeat the 
£5^ million switch in the school building programme for 1972-73 
which his offer had assumed. His proposals were without prejudice 
to the programme for 1973-74 and later years, which would have to 
be considered nearer the time. 

In discussion it was argued that, whilst the Governmenfs pledge 
to improve the primary schools must be honoured, this did not 
necessarily require a commitment to the same levels of expenditure 
as their predecessors. Moreover, the Government would be judged 
by physical results rather than by levels of expenditure and it would 
be worth examining further, in consultation with the Ministry of 
Public Building and Works, whether better value could be obtained 
for money spent. It was pointed out on the other hand that CP (70) 47 
was concerned only to equate the proposed provision for the basic 
school building programme and for improvements and disregarded 
expenditure for raising the school-leaving age; it was important not 
to reduce the allocations for these purposes if the Governments 
stated intention to do more for the primary schools was to remain 
credible. 



The Prime Minister, summing up the discussion, said the 
Chancellor of the Exchequer and the Chief Secretary, Treasury, 
should seek to resolve with the Secretary of State for Education and 
Science the remaining differences between the respective proposals; 
and the Secretary of State for Education and Science should consider 
further whether the balance she sought for new starts in the primary 
school programme could be found by diverting resources from 
other educational building programmes. They should keep the 
Secretary of State for Scotland in touch with their discussions, in 
order that any agreement should make appropriate provision for 
Scotland; and the Home Secretary would be available to assist in 
seeking a settlement. If, after these further discussions, differences 
remained the matter would need to be resolved by the Cabinet at a 
later meeting. 

The	 Cabinet

(5) Took note, with approval, of the Prime Ministers	 summing 
up of their discussion. 

(6) Invited the Chancellor	 of the Exchequer and the Secretary 
of State for Education and Science— 

(i) To have further discussions, with a view to identifying 
more precisely and, if possible, resolving their 
remaining differences of view as to the provision 
to be made for school building programmes. 

(ii) To	 report any agreement reached to the Cabinet 
as soon as possible. 

(hi) If no agreement could be reached, to set out for	 the 
Cabinet the precise area of disagreement and sums 
at issue. 

Employment The Cabinet considered a memorandum by the Secretary of 
Services S t a t  f  Employment and Productivity (CP (70) 57) about the 

employment services. 
e o r

The Cabinet— 

(7) Agreed	 additional expenditure in 1974-75, beyond that 
provided in the present estimates, of £2 - 25 million to 
provide the necessary staff to administer the proposed 
industrial relations legislation and £0 - 5 million for training 
the unemployed. 

(8) Invited	 the Secretary of State for Employment and 
Productivity and the Chief Secretary, Treasury, to have 
further discussions about the remaining proposals in 
CP (70) 57. 



Proposed New The Cabinet considered a memorandum by the President of the 
Design Board of Trade (CP (70) 43) about a proposed new Design Council. 
Council 

In discussion there was wide agreement that it would not be 
appropriate to provide additional financial assistance to launch the 
proposed new Council at a time of large-scale reductions in other 
Government expenditure. Although the establishment of the Council 
might be sensible, it would be right to examine further whether 
industry, as the prime beneficiary, should bear the additional cost. 

The Cabinet— 
(9) Did	 not at present approve the proposed additional 

expenditure of £0 - 5 million a year proposed in CP (70) 43. 
(10) Invited the Chancellor of the Exchequer to arrange for the 

Economic Policy Committee to investigate generally, in 
due course, the possibility of transferring all or more of 
the costs of the proposed Council and of other existing 
bodies whose primary purpose was to provide services 
of value to industry and commerce. 

Assistance The Cabinet considered a memorandum by the President of the 
to the Board of Trade about assistance to the hotel industry (CP (70) 46). 
Hotel 
Industry The Cabinet

(11) Approved CP (70) 46. 
(12) Invited the	 Chancellor of the Exchequer, in consultation 

with other Ministers concerned, to consider whether some 
assistance might be provided to hotels in development 
areas as part of the new measures which were now being 
evolved to provide assistance to the development areas 
when investment grants were withdrawn and to arrange 
for any such proposals to be considered by the Ministerial 
Committee on Regional Policy and the Environment. 

Overseas Aid The Cabinet considered memoranda by the Minister of Overseas 
Development (CP (70) 44) and the Secretary of State for Foreign and 
Commonwealth Affairs (CP (70) 42) about the British contribution 
to overseas aid. 

The Minister of Overseas Development invited the Cabinet to 
agree that at the United Nations General Assembly in October the 
Prime Minister should pledge the Governmenfs best endeavours to 
reach the overseas aid target of 1 per cent of gross national product 
(GNP) for the total of official flows, private investment and export 
credits by 1975. An inter-departmental working party officials should 
be asked to examine ways of stimulating the flow of private 
investment from this country to the developing countries. He was 



prepared to accept the Treasury proposals for official flows of aid 
for 1971-72 and 1972-73. Their proposals for 1973-74 and 1974-75 
should provisionally stand but should, he suggested, be subject to 
an assessment in the year 1972-73 of the effectiveness of measures 
to stimulate private investment; as a result of that assessment, the 
figures for the last two years should if necessary be revised in order 
to make likely the attainment of the one per cent target in 1975-76. 
These proposals would not necessarily involve any increase in public 
expenditure above the levels already forecast, though the outcome 
would depend on whether or not private flows reached a level of 
just over 0-5 per cent of GNP in the later years. 

In discussion it was argued on the one hand that there was strong 
pressure both abroad and at home for a greater commitment to aid 
for the developing countries. It was, however, suggested that this 
might be met by the considerable increase in aid which was already 
provided for in the estimates, amounting on average to some six per 
cent a year in real terms. It was not necessary to make a commitment 
to reach the target of one per cent of GNP by 1975, and thus an 
implied commitment to substantial increases in public expenditure 
in 1975-76 if private flows did not increase as was hoped. A six per 
cent increase in expenditure on overseas aid was in itself excessive 
when compared with the limitations being placed on the growth of 
expenditure on education, health welfare and other social services 
in this country. Moreover the United Kingdom provided substantial 
assistance to the developing countries by means of, for example, the 
Commonwealth Sugar Agreement, which was not at present counted 
in our total aid but should be. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that he should announce at the General Assembly 
that we would use our best endeavours to reach the one per cent by 
1975; he would, however, make it clear that a substantial percentage 
of this was expected to come from private flows and that these in turn 
depended on the attitude to private investment of receiving countries. 
A working party of officials should examine ways of stimulating 
private investment in the developing countries; how it would be 
possible to ensure that credit were taken for those forms of assistance 
which were not at present included; and should consider not only the 
recommendations made in the Pearson Report but also those on the 
United Nations administration of overseas aid in the preceding 
Jackson Report and those in the Peterson Report on aid by the 
United States. The Cabinet endorsed the Treasury proposals for 
official flows for the years 1971-72 and 1972-73. They agreed with 
the proposal that the position for the following two years should be 
examined in 1972-73 but were not prepared now to make any 
commitment to increase aid then. 



The Cabinet 
(13) Took	 note with approval of the summing up of their 

discussion by the Prime Minister. 
(14) Authorised	 public expenditure on overseas aid (net at 

constant prices) of £206 million in 1971-72, £214 million 
in 1972-73, £234 million in 1973-74 and £255 million in 
1974-75. 

(15) Invited	 the Minister of Overseas Development, in 
consultation with the Chancellor of the Exchequer, 
the Secretary of State for Foreign and Commonwealth 
Affairs and other Ministers concerned, to arrange for 
officials to examine ways of stimulating private investment 
in the developing countries and the other points mentioned 
by the Prime Minister in his summing up of their 
discussion. 

Arts The Cabinet considered a memorandum by the Paymaster 
General (CP (70) 50) about policy for the Arts. 

The Paymaster General said that it would take some time to 
review policy for the Arts as a whole. However, he had found that 
the previous Administration had allowed a serious situation to 
develop in respect of the Arts Council. The Council had done 
much good work, but it had taken on commitments without 
counting the cost for future years. He would insist on stricter 
planning and control by the Council in the future. In the meantime, 
the Arts Council were likely to claim that, without substantial help, 
they could do nothing to support regional activities. He had now, 
however, agreed with the Chief Secretary, Treasury, that additional 
expenditure for the Arts in 1971-72 should be limited to £1 million; 
this would be almost exactly offset by the proposed new charges for 
entry to museums and galleries. 

The Cabinet— 
(16) Agreed	 that public expenditure on the Arts should be 

increased by £1 million in 1971-72, which would be 
largely provided by the charges for entry to museums and 
galleries on which they had already agreed. 

SECRET 
Rhodesia *4. The Cabinet resumed their discussion of a memorandum 
The Approach  b y the Foreign and Commonwealth Secretary (CP (70) 67) dealing 

w  a eand OtheT ^  P o s s i b l   approach to the leader of the illegal regime in 
Problems Rhodesia, Mr. Ian Smith. 
(Previous 
Reference: * Previously recorded in a Confidential Annex 
CM (70) 25th 
Conclusions, SECRET 
Minute 1 ) 



The Foreign and Commonwealth Secretary said that at their 
meeting on 18 September the Ministerial Committee on Rhodesia 
had agreed that, subject to Cabinet approval, the most appropriate 
way of initiating contact with Mr. Smith would be by means of a 
letter from himself to Mr. Smith in the terms of the draft at Annex A 
of his memorandum. This letter would be conveyed by HM 
Ambassador in South Africa to Mr. Smith's diplomatic representative 
in that country, Air Vice-Marshal Hawkins. The Government were 
committed to making a further effort to find a sensible and just 
solution of the Rhodesian problem in accordance with the Five 
Principles, of which the first, which required unimpeded progress 
to majority rule, was by far the most important. This principle 
had been enshrined in the 1961 Constitution, which had provided for 
a common electoral roll for Africans and Europeans and was still 
regarded by ourselves as the legal Constitution of Rhodesia. Since 
the illegal declaration of independence (idi), the regime had 
unilaterally and illegally adopted, first, the 1965 Constitution and, 
subsequently, the " republican " Constitution of 1969. The latter 
had abolished the common electoral roll in favour of separate rolls; 
and it clearly had, as its ultimate aim, not majority rule but the 
establishment of parity of representation between Europeans and 
Africans. While this might be interpreted as a final rejection of our 
first principle, it could equally be argued that the discussions with 
the regime which had been conducted by the Labour Government on 
board HMS Tiger and subsequently in HMS Fearless had been based 
on the assumption that the long-term objective was the achievement 
of majority rule. Moreover, they had come within measurable 
distance of success. We could not negotiate with Mr. Smith on 
any other basis; and, although it was uncertain how he would now 
react to an offer of renewed discussions on these lines, earlier 
experience of his negotiating methods suggested that he would not 
respond with an unqualified refusal. Since we were in any case 
committed to trying to ascertain whether a basis for discussion 
existed, it seemed advisable to confine our approach in the first 
instance to the limited but basic requirement of eventual majority 
rule. Such an approach might best be made shortly before the 
debate in Parliament early in November on the extension of Section 2 
of the Southern Rhodesia Act, 1965, in order that reference to it 
might be made in the course of the debate, as necessary. If the 
decisions already taken by the Cabinet in respect of postal surcharges 
and Rhodesian divorces could also be made public, either during the 
forthcoming Conservative Party Conference or subsequently in 
Parliament, this might also have a beneficial effect. 

In discussion it was pointed out that a settlement on any terms 
which we could accept would involve a considerable change of 
attitude on the part of the regime. It seemed unlikely that such 
a change would either be made voluntarily or be forced on the regime 



by economic pressures. Nevertheless, the balance of advantage 
appeared to be in favour of the course proposed by the Foreign and 
Commonwealth Secretary. The regime might well disclose the 
substance of our approach to their friends and supporters in this 
country; and these disclosures might be used to the Governmenfs 
disadvantage. This consideration should be borne in mind in 
deciding the timing of our approach. 

The Cabinet— 

Agreed to the despatch to Mr. Smith, at the appropriate 
moment before the debate in Parliament on the extension 
of Section 2 of the Southern Rhodesia Act, 1965, of a letter 
from the Foreign and Commonwealth Secretary on the lines 
indicated in Annex A to CP (70) 67. 

Cabinet Office, S.W.1, 


5 October, 1970. 
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SECRET 
1. The Foreign and Commonwealth Secretary said that at 

8.15 a.m. on 5 October, three armed men had entered the private 
house of the United Kingdom Senior Trade Commissioner in 
Montreal, Mr. Cross, and abducted him. They had said that they 
were members of the Front de Liberation Quebecois (FLQ), an 
extreme Left-wing separatist group. Subsequently the FLQ had 
issued a statement, demanding, as the price of Mr. Cross's return 
that: 

(i) 18 FLQ prisoners should be set free and 3 FLQ members 
at present remanded on bail should be released; 

(ii) no	 police action should be taken in connection with the 
kidnapping; 

(iii) a	 FLQ political manifesto should be published in the 
principal newspapers of Quebec and should also be read 
out over the radio and television by the political 
prisoners; 

(iv) the	 prisoners, accompanied, if they so wished, by their 
families, their legal advisers and representatives of the 
Press should be flown to Cuba or Algeria; 

(v) certain	 workers dismissed for " revolutionary activities" 
should be reinstated; 

(vi) the name and photograph of an informer	 who was alleged 
to have recently betrayed a FLQ cell should be published; 

(vii) they should be paid 500,000 dollars in gold. 

The kidnappers had declared that these terms would have to be 
accepted within 48 hours of the issue of the statement, i.e., by the 
afternoon of 7 October; and that, meanwhile, Mr. Cross's life would 
depend on the goodwill displayed by the authorities in complying 
with the FLQ's demands. 

Mr. Cross's present whereabouts were unknown; but he had 
probably been taken to some hiding place in Montreal. The 
exorbitant nature of the demands suggested that the kidnapping 
might have been carried out by wholly irresponsible elements, who 
might not in fact bring themselves to fulfil their threats. On the 
other hand the FLQ had a reputation for violence; and the possibility 
could not be disregarded that Mr. Cross's life might be in serious 
danger. The United Kingdom High Commission in Ottawa and its 
subordinate posts were taking special precautions to protect the staff; 
and HM Representatives in other countries had already been 
instructed, some time ago, to review their security arrangements in 
the light of previous incidents. The Canadian Government had been 



Situation in 
the Middle 
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informed that we did not feel that we could press them to accede to 
the FLQ's demands in view of their nature. We considered that the 
responsibility for dealing with the affair and securing the return of 
Mr. Cross rested with the Canadian Government who had accepted 
this. We should now have to await developments; but when this 
incident was over, we should have to consider whether we should 
follow the United States example and announce publicly that in any 
future cases of this kind we would not be prepared, even in the 
interests of saving human life, to bring pressure to bear on other 
Governments to accept unconditionally demands which might be 
made on them by kidnappers abducting British officials or private 
individuals residing in their countries. 

The Prime Minister, summing up a brief discussion, said that the 
Cabinet approved the line taken by the Foreign and Commonwealth 
Secretary. So far as guidance to the Press and other information 
media was concerned, we should adhere to the line already taken by 
official spokesmen, i.e., that responsibility for dealing with the affair 
rested with the Canadian Government, who had accepted this 
position. In doing so, however, we should be careful to avoid 
creating any impression that we were treating this incident any less 
seriously than the recent seizure of British hostages by the Popular 
Front for the Liberation of Palestine. The Foreign and 
Commonwealth Secretary might consider whether he should make 
some reference to the episode in the speech which he would be 
making at the Conservative Party Conference on 7 October; and 
until he returned from the Conference the Chancellor of the Duchy 
of Lancaster should remain in London in order to keep in close 
touch with any developments in Canada. 

The Cabinet— 

(1) Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

The Foreign and Commonwealth Secretary said that Anwar 
Sadat had now been nominated as the official candidate for the 
Presidency of the United Arab Republic (UAR). The problem of 
the succession to President Nasser had clearly faced the Soviet Union 
with a dilemma; and it was perhaps significant that the delegation 
representing the Soviet Government at President Nasser's funeral 
had remained in Cairo for eight days. The Soviet Union now had 
a very large stake in the UAR, which they must presumably have 
wished to safeguard by securing the nomination of a Soviet 
sympathiser to the Presidency. On the other hand they must have 
feared the reaction which was likely to ensue if Soviet influence 
became too blatant; and they had probably acquiesced, therefore, 
in the nomination of a moderate candidate. 
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During his visit to Cairo he had been told by the UAR Foreign 
Minister, Mahmoud Riad, that morale in the Egyptian Army was 
very low and that the increase in Soviet missiles in the Canal Zone 
in violation of the cease-fire agreement had been necessary in order 
to avoid a complete collapse. 

The Cabinet 

(2) Took	 note of the statement by the Foreign and 
Commonwealth Secretary. 

CONFIDENTIAL 
2. The Secretary of State for Employment and Productivity 

said that, in the dispute over the pay of local authority manual 
workers, the trade unions were clearly anxious to reach a settlement 
and that a small advance on the terms of the employers' last offer 
would be sufficient to achieve it. Nevertheless, he would strongly 
recommend against any encouragement to the local authorities to 
improve upon their pay offer, even though, if no such improvement 
were made, the strike was likely to continue for some time. 

The Home Secretary said that the Ministerial Committee on 
Emergencies, meeting on 5 October, had concluded that there was 
no reason to change the Governmenfs existing policy of readiness 
to provide Servicemen if necessary to maintain essential services, 
where there was a hazard to public health. The procedure which 
the Committee had agreed for dealing with any demand for special 
Government assistance to maintain an essential service was that the 
local authority in question should first be made to try to carry out 
its own responsibilities by any means open to it; if it could not do 
so, the Government would ask the trade unions concerned at national 
level to restore their local members' co-operation, before authorising 
the use of Servicemen. The employment of the Armed Forces would 
have to be a last resort, since it would be liable to provoke a general 
withdrawal of local authority manual labour and Servicemen could 
not be expected to maintain all the services essential to public health 
in all local authorities. 

The Minister of Housing and Local Government said that, 
although sewage pumping operations were being maintained and 
flooding was being avoided, the other processes of sewage treatment 
could not all be carried out without the experienced manual 
workforce. As a result, crude or partly-treated sewage was being 
discharged into some rivers. He had instructed the river authorities 
to take daily samples of the quality of river water; but so far there 
appeared to be no threat to the water supply and in most parts of 
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the country there were alternative sources of water which could, if 
necessary, meet the situation resulting from some further pollution 
of rivers for a time. There was, however, the possibility that a 
private prosecution might be instituted, for example by an angling 
society, against a local authority which was allowing sewage to 
damage the quality of a river, even though there was no danger to 
public health. 

In discussion it was argued that there was strong public support 
for the use of the Armed Forces to maintain essential local authority 
services, and that, if there was such an intervention in one or two 
areas, the trade unions would not necessarily react by withdrawing 
all co-operation everywhere. The Services might not be able to 
substitute for the strikers in all places; but volunteers would come 
forward from the public at large in numbers sufficient to meet 
essential requirements. On the other hand it was argued that, if the 
Armed Forces were used to help avoid "river pollution, there might 
not be enough Servicemen or volunteers with the right skills to deal 
with other dangers to public health. 

The Cabinet— 

Invited the Home Secretary to arrange for the Ministerial 
Committee on Emergencies to keep the situation under 
review. 

SECRET 
*3. The Cabinet resumed their consideration of public 

expenditure and had before them a memorandum on the general 
situation by the Chief Secretary, Treasury (CP (70) 68); memoranda 
by the Chancellor of the Exchequer on investment incentives 
(CP (70) 71 and 66); and a memorandum by the Minister of Housing 
and Local Government (CP (70) 69) on the rate support grant. 

The Prime Minister said that the Governmenfs decisions which 
were being taken on public expenditure would be reported to 
Parliament when the latter reassembled after the Recess. Meanwhile 
their decisions must remain confidential and should not, of course, 
be disclosed at the forthcoming Conservative Party Conference. 

The Cabinet— 

(1) Took note, with approval, of the Prime Minister^ statement. 

The Chief Secretary, Treasury, reported that he had reached 
agreement with the Secretary of State for Employment and 
Productivity on additional expenditure of £6 million spread over 
three years on Government training centres. 
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The Cabinet— 

(2) Agreed	 that expenditure on Government training centres 
over the period 1972-73 to 1974-75 should be increased 
by a total of £6 million. 

The Chief Secretary, Treasury, reported that he had reached 
agreement with the Secretary of State for Education that the 
programme of school starts in England and Wales in 1972-73 
should be £186 million. This included an additional £19-5 million 
now agreed for improvements. This new addition, together with a 
corresponding additional £2 million agreed in respect of starts in 
Scotland, would result in additional public expenditure of £28 million 
in all over the four years 1971-72 to 1974-75. They had further 
agreed that the school-building programme for 1972-73 was not to 
be taken as setting a standard for 1973-74: the size of the 
improvements starts programme in 1973-74 would have to be 
determined nearer the time in the light of the circumstances 
prevailing then. 

The Cabinet— 

(3) Agreed additional expenditure of £28 million on the school
building programme in Great Britain spread over the 
four years 1971-72 to 1974-75. 

The Chancellor of the Exchequer said that the Cabinet had 
invited him to reconsider certain points arising from his original 
proposals in CP (70) 66. It had been suggested that the transitional 
period for the withdrawal of investment grants from shipping might 
cover three years from the date of announcement rather than two. 
This would, however, reduce the total savings by £40 million in 
1973-74 and £20 million in 1974-75. It might not be easy to justify 
this in comparison with some of the other savings that had been 
made, for instance on the social services. It would also make it more 
difficult to justify a one-year cut-off period for grants to 
manufacturing industry, which also had contracts for large long-term 
projects. 

In discussion it was argued on the one hand that the shipping 
industry was in a special position. It had to compete with companies 
which were not taxed in the countries in which they registered, many 
of which were tax havens. Moreover, it was suggested that the 
industry had been given specific assurances before the general 
election that ships which were ordered before investment grants were 
abolished would receive their full entitlement to grant and that orders 
had been placed and charters accepted on that basis. With a 
two-year cut-off period the industry would lose some £80 million in 
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grants on ships already ordered, and even with a three-year period 
they would lose some £20 million. It was also possible that 
assurances had been given that investment grants would be replaced 
by investment allowances as the Committee of Inquiry into Shipping 
(the Rochdale Committee) had recommended. This latter system 
had worked well previously and would enable the growth of our 
shipping industry to continue, while to replace investment grants by 
free depreciation alone would lead to its decline. 

On the other hand it was argued that the shipping industry 
would, under the proposals in CP (70) 66, in any event be doing 
better than manufacturing industry both in respect of the transitional 
period and of free depreciation generally. These, together with the 
continuation of the home credit scheme, would meet the commitment 
in the Manifesto to continue special assistance for shipping. The 
shipping industry was enjoying a boom period with high profits, but 
the accrued losses of many of the firms were such that they would 
be unable to take advantage of investment allowances; they already 
could not take full advantage of free depreciation. On a realistic 
basis the cost of investment allowances would be some £10 million in 
1972-73 and £20 million a year thereafter. 

The Prime Minister, summing up the discussion, said that before 
the Cabinet could reach a decision they would need to know 
precisely what assurances, if any, had been given to the shipping 
industry about transitional arrangements for investment grants and 
about the system of tax allowances thereafter. The Chancellor of the 
Exchequer should then consider whether his proposals required 
amendment in the light of any assurances which had been given. 

The Cabinet— 

(4) Invited the Chancellor of the Exchequer— 
(i) to establish, in consultation with the Home Secretary, 

what assurances, if any, had been given before the 
election on the points referred to by the Prime 
Minister in his summing up of the discussion; 

(ii) to	 bring his proposals, revised if necessary, before 
the Cabinet for further consideration in the week 
beginning 12 October. 

The Chancellor of the Exchequer said that it had been suggested 
that the proposed transitional arrangements should be reconsidered 
with a view to providing that grants should be withdrawn from the 
date of the announcement except where contracts had been entered 
into before that date. This idea had considerable attractions. 
However, unless the arrangement included a cut-off period of one 
year it could well prove more costly than the year's warning 
proposed in CP (70) 66. Moreover, he was now convinced that there 
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would be very serious difficulties in administering a system of the 
sort proposed. The savings would be comparatively small. A 
certain amount of forestalling which might be undertaken under the 
proposed system of paying grant on all expenditure incurred during 
the 12-month period of notice, might be prevented; however, after 
allowing for the tax allowances which would accrue on the 
investment if it were undertaken later, the additional cost arising 
from such forestalling would be small. In the circumstances, he 
recommended the Cabinet to agree that investment grants would be 
paid in respect of expenditure incurred during the 12 months 
following the announcement of the abolition of the system, but not 
on any expenditure incurred thereafter. 

The Cabinet 

(5) Agreed that investment grants should be paid in respect of 
qualifying expenditure incurred until one year after the 
announcement of the abolition of the grant system. 

The Chancellor of the Exchequer said that it had been suggested 
that the form of the proposed regional differential should be altered 
by restricting free depreciation to manufacturing industry instead of 
extending it also to the service sector and by using the resultant 
Exchequer savings to increase grants and loans under the Local 
Employment Acts (LEA) and expenditure on infrastructure in the 
development areas. The total cash flow to the development areas 
would, in either event, remain broadly the same as at present. While 
this alternative proposal would reduce the drop in the incentive to 
manufacturing industry to move into the development areas, it would 
adversely affect the construction industry, and further consideration 
might have to be given to ways of helping the latter. 

In discussion doubt was expressed about the proposed retention 
of an element of discrimination between the manufacturing and 
service sectors in the development areas. It was, however, pointed 
out that service industries would benefit from the elimination of 
discrimination on a national basis, including in due course the 
abolition of the Selective Employment Tax. It was in line with the 
general policy of selectivity to provide additional aid in the 
development areas to assist incoming manufacturing industry which 
made a real contribution to employment. Moreover, the Government 
were committed to increasing use of the LEAs, to developments in 
training and retraining, and to improvement of the infrastructure of 
the development areas—all of which could be advanced with the 
savings made by withholding free depreciation from the service 
sector. It was clear that good use could be made of the funds which 
would be made available. It was suggested, however, that it would 

SECRET 
B 
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be preferable to pay a percentage grant on the plant and machinery 
costs of projects qualifying for LEA building grants, subject to a 
limit on the cost per job provided, rather than to increase the rate 
of building grant particularly in view of the proposal to maintain 
the 40 per cent rate of initial allowances for new industrial buildings 
and structures in the development areas. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that free depreciation in the development areas 
should be limited to manufacturing industry, subject to further 
consideration of the possibility of extending it to immobile plant of 
the construction industry. The net saving made in this way—after 
allowing for any extension to the construction industry—should be 
used to increase spending on loans and grants under the LEA, on 
training and retraining, and on infrastructure in the development 
areas. The Ministerial Committee on Regional Policy and the 
Environment should consider how these funds might best be used. 

The Cabinet— 

(6) Agreed subject to (7) (i) below, that free depreciation should 
be extended only to manufacturing industry in the 
development areas. 

(7) Invited the Home Secretary, in consultation with the 
Chancellor of the Exchequer, to arrange for the 
Ministerial Committee on Regional Policy and the 
Environment— 

(i) to decide whether free depreciation should be 
extended to immobile plant of the construction 
industry in development areas; 

(ii) to decide how the net saving achieved could best be 
deployed on the lines indicated by the Prime 
Minister in his summing up of the discussion. 

The Chancellor of the Exchequer said he had undertaken to 
consider whether the prospective net savings from the change from 
a system of investment grants to allowances could with advantage 
be increased, so providing greater scope for reductions in direct, and 
particularly in personal, taxation. But with company liquidity tight 
and profit levels low, failure to return most of the savings from the 
abolition of investment grants to the company sector would risk a 
further damaging reduction in the rate of industrial investment. His 
proposals in CP (70) 66 were however fully consistent with the 
Governmenfs declared belief that adequate profit levels would be 
the most effective stimulus to higher investment: they would provide 
tax-related investment incentives, and allow some adjustment in the 
level of corporation tax, at a significantly lower net cost to the 
Exchequer than the present cost of investment grants. He had 



examined the possibility of setting the new rate of depreciation 
allowances at 55 per cent instead of 60 per cent for the first year, but 
this would give little extra saving. To reduce it below 55 per cent 
would leave industry as a whole worse off than at any time in the 
previous 20 years. Even under his proposals the benefit to 
manufacturing companies would inevitably be less than they had at 
present. 

In discussion, it was argued on the one hand that the effect of 
withdrawing investment grants without replacement by tax-related 
allowances which provided broadly the same level of financial 
incentive to investment would be to raise industry's net tax burden; 
however, instead of raising initial allowances, which could be 
described as tax-free loans of uncertain value and reducing 
corporation tax, it would be preferable to provide investment 
allowances on the lines made available by the previous Conservative 
Administration. Property companies would derive greater benefit 
from the Chancellors present proposals than capital intensive 
manufacturing companies. 

It was suggested, on the other hand, that if investment 
allowances were introduced instead of raising initial allowances, 
there would be an extra cost to the Exchequer of the order of 
£100 million a year in development areas alone, which would 
eliminate virtually the whole of the prospective savings in CP (70) 66. 
Even if initial allowances were reduced there would be some 
additional cost, and companies which did not qualify for investment 
allowances would be worse off. Investment allowances amounted 
to a subsidy to investment and were open to criticism on other 
grounds. Moreover, it remained questionable whether heavy public 
expenditure on investment incentives was an effective means of 
securing higher levels of profitable investment. 

In further discussion, there was a wide measure of agreement 
that reductions in corporation tax were unlikely to encourage a 
climate favourable to higher investment as effectively as reductions 
in personal taxation. 

The Prime Minister, summing up the discussion, said the 
Cabinet were concerned both with the balance between public 
expenditure savings in respect of industry on the one hand, and the 
social services on the other, and with the desirability of securing 
greater scope for reducing direct, and particularly personal, taxation. 
There was still room for doubting the cost-effectiveness of investment 
incentives and the need to return to industry broadly the same sums 
as would be saved from abolishing investment grants. It was 
however the general view that reductions in personal taxation offered 
the greatest promise of restoring dynamism to the economy. He 
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would arrange for these issues to be further considered by the 
Ministers most closely concerned during the early part of the 
following week, before the Cabinet completed their discussions on 
public expenditure. 

The Cabinet— 
(8) Took note, with approval, of the Prime Minister's summing 

up of their discussion. 

The Minister of Housing and Local Government said he would 
be bringing firm proposals for the forthcoming statutory negotiations 
with local authorities on the rate support grant before the Cabinet 
at the end of October. Meanwhile he invited his colleagues to note 
the preliminary estimates of the level of local authority expenditure 
for the next two years; to agree that the element in the rate support 
grant in respect of relief on the poundage rate payable by domestic 
ratepayers should be increased from its present level of Is. 8d. (or 
8-3 p) to 9^p in 1971-72 and lOp in 1972-73; to agree that the grant 
percentage should not be increased beyond the nearest quarter 
percentage step sufficient to cover these increments in the domestic 
element; and to agree that Increase Orders should be made in respect 
of 1969-70 and 1970-71 on account of the increased levels of prices, 
costs and remuneration since November 1969. 

The Prime Minister, summing up a brief discussion, said that, 
that, although it might be necessary in this instance for the Minister 
of Housing and Local Government to make Increase Orders as he 
proposed, their timing would need to be further discussed in relation 
to the current dispute over the pay of local authority manual workers. 
The Cabinet would also wish to consider further whether it was 
right to maintain arrangements whereby, after settling the rate 
support grant on the basis of the levels of prices, costs and pay then 
current, subsequent increases in those levels were accepted in 
substantial part by the Exchequer through the making of Increase 
Orders. This arrangement could be criticised as reducing the 
pressures on local authorities to keep pay and other cost increases 
to the minimum. 

The Cabinet— 

(9) Noted	 the preliminary estimates of local authority 
expenditure for the next two years. 

(10) Approved recommendations	 (ii) and (iii) in paragraph 21 
of CP (70) 69. 

(11) Agreed to resume	 their discussion of recommendation (iv) 
at a later meeting. 

Cabinet Office, S.W.1, 


7 October, 1970. 
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SECRET 
1. The Foreign and Commonwealth Secretary informed the 

Cabinet that a meeting had now been arranged between lawyers 
who were acting—with perhaps doubtful propriety—for the two 
sides in the negotiations for the release of the British Trade 
Commissioner and the Quebec Minister of Labour and 
Immigration who were being held as hostages by the Front de 
Liberation Quebecois (FLQ) in Montreal. This at least indicated 
that the individuals concerned were still alive; but it was far from 
clear on what basis any negotiations could take place or what their 
outcome could be. 

In the course of a brief discussion it was agreed that there was 
no further action which we could expect the Canadian Government 
to take for the time being and that we must now await developments. 
But the incident was a fresh reminder of the threat to which, in 
current conditions, members of Governments and public services 
were exposed; and, although it would probably be impracticable to 
provide police protection for all the individuals who might be thought 
to be at risk, it might be helpful for Ministers to be informed of 
the methods which political terrorists were likely to employ and the 
personal precautions which could be adopted against them. So far 
as Parliament was concerned, a new Security Officer was being 
appointed, who would be responsible to the Speaker and would 
assume the security functions which had hitherto been discharged 
by the Serjeant at Arms. 

The Cabinet— 

(1) Invited the Home	 Secretary to circulate such information 
as could be provided about the precautions which 
individuals might adopt against threats or attacks on 
their persons by political terrorists. 

The Foreign and Commonwealth Secretary informed the 
Cabinet that the Committee on the Approach to Europe had agreed 
at a meeting on the previous day that in the forthcoming negotiations 
for our accession to the European Economic Community (EEC) we 
should seek to secure a transitional period of six years for agricultural 
and horticultural products. 

In discussion it was agreed that this would, no doubt, evoke 
protests from farmers and horticulturalists, particularly perhaps as 
regards apples; but it should be possible to deal with these 
representations provided that we retained the maximum degree of 
flexibility within the six-year period. 

121681 	 B* 
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The Foreign and Commonwealth Secretary referred to the 
serious disturbances which had occurred in Bermuda over the previous 
week-end. In view of the impending visits of HRH the Prince of 
Wales and the Speaker of the House of Commons to the Island it 
would be necessary to keep a close watch on developments. 

The Cabinet

(2) Took	 note of the statements by the Foreign and 
Commonwealth Secretary. 

SECRET 
2. The Cabinet had before them a memorandum by the Home 

Secretary (CP (70) 82), discussing the possibility that an increasing 
number of local authorities might be prepared to make separate 
settlements with their manual workers in excess of the 14 per cent 
wage increase already offered which the Government considered to 
be the maximum permissible basis of agreement. 

In discussion the Cabinet were informed that the situation was 
deteriorating. Pollution of the rivers was increasing; a critical 
position might shortly arise in Cardiff; and in some areas it might 
become necessary within a week to cut off the intake of river water, 
with the result that water would cease to be available for normal 
purposes. There was particular cause for anxiety at Swindon, where 
the local authority had been advised that they might face substantial 
claims for compensation in respect of damage caused by pollution; 
and, being conscious that such claims would represent a heavier 
additional burden on the rates than a settlement of the wage claims 
on the basis of the unions' demands, they were likely to capitulate 
to the unions. If so, however, it would be relatively easy for the 
unions to mobilise the same type of pressure against other local 
authorities; the Governmenfs policy of resisting excessive wage 
claims would be seen to have suffered defeat in a critical case; and 
it would be virtually impossible to maintain that policy in relation 
to the pending wage claim in the National Health Service, where 
the Government themselves were directly involved. 

The Cabinet agreed that in these circumstances a renewed effort 
must be made to convince public opinion that the Government 
intended to adhere to their policy and would take all reasonable 
measures to reinforce the local authorities in withstanding the 
unions' demands. It was agreed that for this purpose action should 
be taken on the following lines: 



(a) Local authorities were exposed to the risk of both criminal 
prosecution, subject to the Attorney-General's consent, and civil 
action for damages. In these circumstances the Government should 
make it clear that, if necessary, they would introduce legislation 
to protect the local authorities against any legal consequences of 
actions which they had taken or failed to take as a direct result of 
the situation in which they had been placed by the unreasonable 
attitude of the unions. Any statement for this purpose, however, 
should seek to avoid creating the impression that the Government 
intended merely to ignore well-founded claims for compensation or 
to deprive riparian interests of their rights at law. 

(b) This statement might be reinforced if appropriate by an 
indication that a worker might face criminal proceedings under 
Section 5 of the Conspiracy and Protection of Property Act, 1875, 
if he broke a contract of service or of hiring when he knew or had 
reasonable cause to believe that the consequences of his doing so 
would be to endanger human life or to cause serious bodily injury 
or to expose valuable property to destruction or serious injury. It 
might also be indicated that the unions would be held responsible 
for meeting from their own funds any substantiated claims for 
damages from the present situation. On the other hand it might be 
preferable at the present stage to stop short of such further measures 
and to limit the proposed statement to an undertaking to introduce 
if necessary a simple Act of Indemnity, possibly coupled with an 
indication that the Government might provide a strictly limited sum 
for compensation in respect of serious loss or damage resulting from 
the present situation. 

^ ' ' it 

(c) It should also be made clear that the Government were 
prepared to introduce troops as soon as it became necessary to do 
so in the interests of public health. To go further than this in the 
sense of indicating that troops might be used to deal also with 
pollution would be to introduce a new and dangerous principle into 
industrial relations and would in any case be unwise since there 
would not be adequate troops to deal with pollution on a 
nation-wide scale. On the other hand the concept of " public health " 
should be interpreted as comprehensively as possible; and it should 
probably be deemed to comprise a situation in which water ceased 
to be available at all. No effort should be spared to mobilise 
specialised personnel from the forces wherever they might be; and 
in the last resort the Government might need to appeal for civilian 
volunteers. 

(d) Steps should be taken to secure greater public understanding 
of the real nature of the wages dispute and of the scope of the offer 



which the employers had made. In particular, it should be made 
clear that they had already offered a settlement which would provide 
an effective minimum wage of £16 10s. a week and that, although 
this offer had not so far been made public, it was still available. 

The Prime Minister, summing up the discussion, said that it 
was essential that the Government should stand firm at the present 
juncture and should do everything possible to ensure that the local 
authorities continue to resist the unions' demands. The employers 
were meeting that afternoon; and the Emergencies Committee 
should therefore consider worthwith the terms in which the Home 
Secretary and the Minister of Housing and Local Government might 
convey to them, for simultaneous publication, the Governmenfs 
intentions as they had emerged during the Cabinefs discussion. 

The Cabinet— 
(1) Invited the Home Secretary to arrange for the Emergencies 

Committee to meet forthwith on the basis described in 
the Prime Ministers summing up of their discussion. 

(2) Invited	 the Lord President to consider, as a matter of 
urgency, how the Governmenfs case could be most 
rapidly and effectively presented to public opinion. 

Cabinet Office, S.W11, 

13th October, 1970. 
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CONFIDENTIAL 
Industrial 1. The Home Secretary said that, together with the Minister 
Affairs of Housing and Local Government, he had met representatives of 
Local Authority 

the local authority employers on the previous day and had given Manual 
Workers' them an assurance that, provided that the local authorities did 
Dispute everything in their power to mitigate any damage resulting from the 
(Previous strike of their manual workers in some areas, the Government would 
Reference: protect their ratepayers against the financial consequences of any CM (70) 28th 
Conclusions, litigation brought as a result of the interruption of essential services 
Minute 2) caused by their standing firm in the dispute. If the local authorities, 

after making every effort, could not maintain services essential to 
public health, including the water supply, and if the trade unions 
refused to co-operate in this task, the Government were ready to 
provide assistance. 

They had later met representatives of the manual workers' trade 
unions and had given them the same information. Both groups had 
received it equably. 

The Minister of Housing and Local Government said that the 
employers' representatives had said that they had it in mind to 
propose an independent inquiry into the long-term pay structure of 
the manual workers and, perhaps, some improvement of their 
current pay offer. Together with the Home Secretary, he had tried 
to discourage them on both counts. From Press reports, however, it 
appeared that they had decided in the event to publish the 14J per 
cent offer, already informally suggested to the trade unions before 
the strike began, and to put this to the unions formally on 
16 October. It was unfortunate that the support for the manual 
workers' case in that day's Daily Mirror, together with a general 
impression that the resistance of the local authorities was weakening, 
would probably encourage the unions to reject the new offer. 

In preparation for a continuation of the strike, he was making 
plans for the possible use of Servicemen at a number of places where 
there would be the greatest risk to water supply if sewage effluent 
was unsatisfactory. It would be difficult, however, to maintain the 
standard of services by using Servicemen at sewage works unless 
the supervisory staff continued to co-operate. The possibility of 
arranging special training for Servicemen, in order to enable them 
to carry out a wider range of functions at sewage works, was 
therefore being studied. A reassessment of the numbers of men and 
skills which might be required from the Armed Forces was being 
made; but it was not expected to show the need for greater numbers 
than had already been given to the Ministry of Defence. 
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The Prime Minister, summing up a short discussion, said that 
the Cabinet agreed that the local authority employers should 
continue to be urged to avoid increasing their current pay offer. An 
appropriate occasion should be taken before 16 October for a 
further declaration by a senior Government Minister that 
unreasonable pay awards, such as that claimed by the local authority 
manual workers, could inflict serious damage on the national 
economy and must be strongly resisted. Officials should carry out a 
study of all possible means of ensuring that public sector bodies 
which conceded an unreasonable pay increase should not be able to 
pass on any part of the excess costs to the Exchequer, as local 
authorities were in practice now able to do under the rate support 
grant arrangements. 

The Cabinet
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Invited	 the Chancellor of the Exchequer, in consultation 

with the other Ministers concerned, to arrange for 
officials to examine possible means of ensuring that 
public sector bodies themselves bore the excess costs of 
any unjustifiable pay increase which they granted; and 
to make recommendations. 

(3) Invited the Lord President	 of the Council to consider how 
a further public declaration could best be arranged 
before 16 October of the Governmenfs attitude on 
unreasonable pay claims, such as those of the local 
authority manual workers. 

SECRET 
2. The Cabinet considered memoranda by the Minister of 

Housing and Local Government on housing finance (CP (70) 64) and 
on rent allowances for private tenants (CP (70) 75). 

The Minister of Housing and Local Government said that some 
system of financial help for poorer private tenants was an essential 
part of the strategy which had been outlined in his memorandum 
CP (70) 64 and was designed to achieve a saving in 
public expenditure of over £200 million in 1975-76. Unless 
financial help were given to such tenants, it would be necessary to 
phase the progression to fair rents over a period of several years; 
and this would remove most of the incentives which his proposals 
were meant to offer to landlords to repair and improve older houses 
and so to conserve the housing stock. His proposals for moving 
towards a fair rent basis were more far-reaching than any put 
forward by previous Conservative Governments and were bound to 



be unpopular with certain sections of the community. The provision 
of help for poorer private tenants, however, would make them more 
defensible because they would then be seen to be socially just. 
Moreover, the Conservative Party were pledged to ensure that 
tenants, whether of private property or of council houses, received 
fair treatment. The cost of establishing a system of rent rebates for 
private tenants had already been allowed for in calculating the 
savings to be expected from his new housing policy; and no further 
expenditure was therefore involved. Indeed, the figure of 
£25 million in paragraph 19 of CP (70) 75 assumed a take-up of 
80 per cent, which was higher than was likely to be realised. The 
rebate scheme would best be administered by local authorities, who 
would apply the same tests as they applied to tenants of their council 
houses and would meet a significant part of the cost. On this basis 
the administrative cost of the scheme should not be great. 

In discussion it was suggested that to introduce rent rebates 
for private tenants would be to introduce a new form of subsidy 
which might delay the establishment of a free market in housing. 
But the general view was that such rebates were an essential element 
in the new scheme of housing finance and were also not inconsistent 
with the Governmenfs political principles. Moreover, they would 
make it possible to move faster on to a basis of fair rents, so helping 
to preserve older houses as well as preventing hardship. In the 
conurbations complete decontrol of rents would be out of the 
question for many years to come; but where there was no scarcity of 
accommodation fair rents should be equivalent to market rents. 
Moreover, unless help were provided for poorer private tenants, the 
increase in rents would bring the Government under heavy pressure 
to build more council houses to accommodate those who could not 
afford fair rents. Conversely, the introduction of rebates might 
make it unnecessary to build as many council houses as had been 
allowed for in the estimates of future expenditure; and the saving 
on this account might be even larger than had so far been predicted. 

In Scotland privately-owned rented houses were few in number 
and dated mainly from the period 1880 to 1910. It would be difficult 
to establish a system of fair rents for council houses on so narrow 
a base; and at present it seemed that the best way of introducing 
a change of policy in parallel with that proposed for England and 
Wales might be to base rents on true historic costs. But the matter 
was being further considered by the Departments concerned. 

Entrusting the administration of the scheme to local authorities 
had the practical advantage that the arrangements could then be 
operated through the same machinery as was used for giving rebates 
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to council tenants; and the experience of Birmingham suggested that 
on this basis the additional administrative cost should be 
comparatively small. Local authorities would have a sufficient 
financial stake in the success of the scheme to ensure responsible 
administration; and there would be safeguards against abuse by 
tenants living in expensive accommodation. 

In further discussion the Cabinet considered whether an 
announcement of the Governmenfs intentions should be made 
before the publication of the forthcoming White Paper on Public 
Expenditure. This would have the advantage of providing a 
background to the reduction in expenditure on housing which the 
White Paper would disclose. But legislation would not be 
practicable before the following Session; and it must be expected 
that in the meantime opposition to the scheme would become 
increasingly vocal. The balance of advantage therefore required 
further consideration. But it was clear that it would be unwise to 
make any statement before the scheme had been worked out in 
detail and on a defensible basis; and the Housing Ministers should 
therefore bring their proposals before the appropriate Cabinet 
Committee as soon as possible. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the proposals in CP (70) 75. Both the timing and 
the form of the announcement of the Governmenfs intentions, 
however, required further consideration; the Government were 
taking a major initiative and it must be presented accordingly. A 
statement of general principles alone would be a mistake; any 
statement must be comprehensive and the Government must be in 
a position to deal with any criticisms which might be expressed. The 
Housing Ministers should therefore bring their proposals before the 
Home Affairs Committee as soon as possible. 

The Cabine t 
(1) Approved in principle the proposal in CP (70) 75. 
(2) Invited the Minister of Housing and Local Government, in 

consultation with the Secretaries of State for Scotland 
and Wales, to bring detailed proposals before the Home 
Affairs Committee as rapidly as possible. 

SECRET 
*3. The Cabinet had before them a note by the Chancellor of 

the Exchequer (CP (70) 81) covering two tables summarising the 
results of the review of public expenditure. 

The Chief Secretary, Treasury, said that the tables showed the 
outcome of the public expenditure review in the form in which they 

! 



would be published. The basis from which they started allowed for 
a number of policy decisions taken by the previous Government and 
for the re-costing of existing programmes since the publication of 
Cmnd. 4234. This enabled reductions to be shown in respect of the 
decisions not to provide further funds for the IRC, not to nationalise 
the Ports and to reduce defence expenditure below the long-term 
costings. Allowance was also made for certain decisions taken in 
July, for instance on pensions for the very old and widows. In view 
of the uncertainties about the precise savings likely to be obtained 
and the need for consultations with other countries on agricultural 
levies and with the local authorities on housing, these two 
programmes had been grouped in an unallocated block with the 
existing contingency reserve. While the total savings for 1971-72 
was still small, that for 1974-75 was more satisfactory. Overall, the 
average rate of growth of public expenditure would be reduced from 
about 3 - 7 per cent per annum to 1 - 8 per cent if investment grants 
were included in the totals for the period before abolition, and 
2-7 per cent if they were excluded. The balance of the package as 
shown in column (c) of table 2 was also satisfactory; but it should 
be appreciated that the substantial reduction in the level of the 
upratings of social security benefits in 1971 and 1973 was taken into 
account in the unallocated reserve and was not shown as a cut in 
social services. 

The Chancellor of the Exchequer said that, following the 
discussion in Cabinet on 6 October, his proposals in respect of 
investment incentives had been considered by a small group of the 
Ministers most closely concerned. While certain details remained 
to be fully worked out, agreement had been reached on a scheme 
which would meet the Governmenfs commitments and would 
involve a net saving to the Exchequer in 1972-73, 1973-74 and 
1974-75 of some £100 million a year. 

In discussion the following points were made: 

(a) The figure of £360 million savings in 1974-75 in respect of 
housing, agriculture and adjustments to the contingency reserve, 
including the reduced level of the 1973 uprating, seemed low. 

(b) Since cuts had not in fact been made in expenditure 
on environmental services, it would be helpful if the name of that 
programme group were changed. On the other hand, it would be 
difficult to change the established title of one group alone; and it 
might be preferable to make clear in the White Paper the nature of 
the reductions involved. 
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(c) The net reductions in 1971-72 amounted to well under 
£300 million; but they appeared larger because of the substantial 
adjustment of £73 million. This, however, had been calculated on 
the established basis. 

(d) It would be appropriate to consider at a later stage whether 
a full public expenditure White Paper in the established form should 
be published early in the New Year. 

The Cabine t 

(1) Took	 note of the statements by the Chief Secretary, 
Treasury, and the Chancellor of the Exchequer. 

(2) Invited	 the Chief Secretary, Treasury, to give further 
consideration to the estimate of an unallocated reduction 
of expenditure of £360 million in 1974-75, including the 
savings on housing, agriculture, and the uprating of 
social security benefits. 

The Lord President said that he had been giving consideration 
to the legislative implications of the public expenditure review as a 
whole. It would not be possible to pass through all their stages by 
Christmas certain Bills which he had been informed would be needed 
by then if the full savings estimated for 1971-72 were to be obtained. 
The Ministers concerned should therefore consider whether these 
savings could still be obtained if the Bills were not passed until 
rather later or whether the estimated savings for 1971-72 should 
be reduced. 

The Cabinet 

(3) Took note of the statement by the Lord President. 

The Cabinet considered a memorandum by the Minister of 
Technology and the Chief Secretary, Treasury (CP (70) 73) covering 
a report by officials on reductions in the investment programmes of 
the nationalised industries for which the Minister of Technology was 
responsible. 

The Minister Of Technology said that, following the Cabinet 
discussion on 28 September, he had arranged, together with the 
Chief Secretary, Treasury, for officials to make recommendations for 
a reduction of £50 million in 1974-75 in the investment programmes 
of the nationalised industries for which he was responsible. 
Agreement had been reached on reductions in investment by the gas 
and electricity industries rising to £50 million in 1974-75. These 
assumed, however, that the winter plant margin of the electricity 
industry could be reduced to 17 per cent. The implications of this 
were being considered in fuller detail; and he must reserve the right 
to reopen the question, if necessary, at a later date. The agreed 
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programmes for the industries make no provision for an increase 
beyond £185 million a year in investment by the British Steel 
Corporation. He might later need to bring forward proposals for 
increased investment in steel plant for consideration by the Cabinet 
in relation to other claims on the contingency reserve. 

The Cabinet

(4) Took note of the statement by the Minister of Technology. 

(5) Endorsed the proposals for	 reductions in investment in the 
gas and electricity industries set out in CP (70) 73. 

The Cabinet considered a memorandum by the Chief Secretary, 
Treasury (CP (70) 76), summarising the impact of the public 
expenditure measures on families, together with a memorandum by 
the Home Secretary (CP (70) 78) about the timing of measures to 
help the poorer families. 

The Chief Secretary, Treasury, said that the poorest families 
would remain exempt from the increased social service charges or 
entitled to have them refunded and would continue to enjoy welfare 
milk. Many of these families would also be better off when the 
Family Income Supplement (FIS) was introduced in the summer of 
1971; none of them would be worse off in the interval. Around the 
£20-£24 a week wage level (according to the size of family) there 
was a narrow band of families who, under the existing arrangements, 
would neither be exempt from the new charges nor pay a large 
amount of tax and so gain from any tax reductions. To them the 
additional cost, which might on average amount to some 12s-13s. 
a week, might represent a real additional burden; but specific 
mitigation measures had been directed to this category of families 
and the raising of the present remission limits would mean that 
many would on balance be better off than at present. Above this 
group the increased cost would represent a progressively smaller 
percentage of incomes; and those concerned would benefit from any 
reductions in direct taxation. The changes in the method of 
agricultural support when they came into effect at earliest in the 
autumn of 1971, might increase the cost of living by about 0-4 per 
cent. By then, however, FIS should be in force; and it was 
proposed that its scope and scale should be enlarged to counter the 
impact of the increase in food prices. The increases in costs due to 
the change in housing policy would not start until 1972-73; and by 
then householders should have the benefit of tax reductions and 
rising real incomes. Moreover, any real hardship should be met by 
the proposed rebate scheme. The higher fares for London area rail 
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commuter services could bear quite heavily on some lower paid 
travellers; but there was no fair or practicable way of mitigating the 
impact on them. 

The Secretary of State for Social Services said that officials had 
given further consideration to the timing of the increase in charges 
in the social services in relation to the introduction of the FIS. 
Under the existing remission arrangements families at present 
exempt from paying charges would be unaffected by the proposed 
increases (always provided that they took up their existing 
entitlements); and these exemptions already covered family incomes 
well in excess of the maximum admissible for families of comparable 
size under the FIS scheme. In the circumstances, he would not wish 
to propose that the implementation of the charges increases should 
be delayed until the FIS came into effect in August 1971, especially 
since a postponement would reduce the savings from the changes 
by at least £25-6 million. He was, however, proposing a campaign 
to publicise the extent of the available exemptions and remissions in 
the hope of increasing the proportion of those eligible who took 
advantage of them. 

The Cabinet— 

(6) Took	 note, with approval, of the statements by the Chief 
Secretary, Treasury, and the Secretary of State for Social 
Services. 

(7) Agreed	 that the increases in charges for social services 
should not be delayed until the Family Income 
Supplement scheme came into effect. 

CONFIDENTIAL 
4. The Cabinet considered a memorandum by the Minister of 

Technology (CP (70) 79), to which was annexed a draft statement on 
steel prices. 

The Minister of Technology said that the Iron and Steel 
Consumers Council (ISCC) had reported in mid-September on the 
proposal of the British Steel Corporation (BSC) to increase steel 
prices by 5 per cent on average and had recommended that 
the application should be rejected. Since that time, however, the 
BSCs forecast outturn for the current financial year had deteriorated 
by a further £22 million. The Ministerial Committee on Economic 
Policy (EPC) had agreed in these circumstances that there was no 
alternative to acceptance of the Corporation^ proposal for a 5 per 
cent increase. He was obliged by Statute to make a statement to 
Parliament of the reasons why he was rejecting the advice of ISCC; 



and he therefore proposed to issue forthwith an announcement in 
the terms of the draft annexed to CP (70) 79. 

The further deterioration in the BSCs finances since 
mid-September, coming on top of an £85 million deterioration in the 
earlier months of this year, provided grounds for serious concern. 
Some four-fifths of this deterioration could be attributed to the late 
introduction and poor performance of new plant and the consequent 
need for the Corporation to continue running old and costlier plant. 
Responsibility lay mainly with the Corporation, but partly with the 
plant manufacturers. His statement accepting the need for the price 
increase, which would still leave domestic steel prices somewhat 
below those of other countries, would therefore make clear the 
Governmenfs dissatisfaction with the industry's current financial 
performance and their determination to introduce a more rigorous 
financial discipline for the future. In accordance with the decisions 
of EPC, officials were now undertaking an urgent examination of the 
financial requirements and conditions to be imposed on the 
Corporation for the future. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet agreed that an immediate 5 per cent increase in steel 
prices was inescapable. The Minister of Technology should, 
however, urgently re-examine both the finances and financial 
management of the BSC and should agree with the Chancellor of the 
Exchequer, the financial requirements and conditions to be imposed 
on the Corporation in order to enforce a more rigorous discipline for 
the future. Since there had already been Press reports to the effect 
that the Government were to authorise the proposed price increase, 
it would be preferable to announce the decision without waiting 
until the new financial requirements could be specified in the 
statement. But the draft annexed to CP (70) 79 should be 
considerably firmer in tone. In particular, it should emphasise that 
the BSC had applied for the increase in August because of the 
deterioration in their financial position during the earlier months of 
the year and that the ISCCs subsequent report, recommending the 
rejection of the application, had been out-dated by the further 
deterioration in the Corporation^ finances which had occurred since 
the Council had examined the case for the increase. The revised 
statement should leave no doubt that the major responsibility for 
the deterioration in the BSCs finances, which had necessitated the 
price increase, rested with the Corporation; and it should also bring 
out more sharply the Governmenfs determination to impose more 
rigorous financial disciplines on the BSC for the future. 
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The Cabinet

(1) Agreed that steel prices should be increased by an	 average 
of 5 per cent. 

(2) Invited the Minister of Technology, in consultation with the 
Lord President and the Chief Secretary, Treasury, to 
redraft the statement annexed to CP (70) 79 on the lines 
indicated by the Prime Minister in his summing up of 
their discussion. 

(3) Invited the Minister of Technology, in consultation with the 
Chancellor of the Exchequer, to consider urgently the 
most effective means of imposing a stricter financial 
discipline on the British Steel Corporation for the future. 

SECRET 
5. The Prime Minister informed the Cabinet that he had 

authorised the circulation, for their information, of a proof copy of 
a White Paper on the Reorganisation of Central Government, which 
would be published on the following day. This White Paper would 
describe the results of a major review of the functions and 
organisation of central Government which had been carried out 
during the last 4 months in order to improve the quality of policy 
formulation and decision, to match the responsibility of 
Government Departments to coherent fields of policy and 
administration and to ensure that the Government machine would 
adapt itself responsively to new policies and programmes as they 
emerged. 

The main features of the reorganisation were as follows: 
(a) The responsibility for general industrial policy and 

administration, which was at present divided between the Board of 
Trade and the Ministry of Technology, would be unified within a 
new Department of Trade and Industry, which would absorb the 
functions of both the existing Departments (other than responsibility 
for aero-space research, development and procurement), together 
with responsibility for monopolies and mergers, which would be 
transferred to it from the Department of Employment and 
Productivity. 

(b) The future allocation of the existing responsibility of the 
Ministry of Technology for aero-space research, development and 
procurement could not be decided except in the context of a more 
comprehensive review and rationalisation of the whole function of 
defence procurement. This review would be put in hand forthwith, 
on the basis of a timetable designed to enable new arrangements to 
be implemented by 1st April. 1972. In the interim the Aviation 



Group of the Ministry of Technology would become a separate 
Ministry of Aviation Supply, which would assume, for the time being 
all the aero-space functions of the Ministry of Technology, both 
civil and military. 

(c) The implementation of the Governmenfs policies for the 
physical environment required a new form of organisation at the 
centre. The Ministries of Housing and Local Government, of Public 
Building and Works and of Transport would be unified in a single 
Department of the Environment under a Secretary of State. The 
responsibilities of this Department would comprise the planning of 
land, the construction industries (including the housing programme), 
the transport industries, the preservation of amenity and the control 
of pollution. The Department would also have the leading 
responsibility for regional policy and for the structure and 
functioning of local government. 

(d) In order to unify Ministerial responsibility for overseas 
policy overseas aid would become the ultimate responsibility of the 
Foreign and Commonwealth Secretary, although the Minister of 
Overseas Development would enjoy, by delegation from the 
Secretary of State, full charge of his functional wing of the Foreign 
and Commonwealth Office. 

(e) The integration of the personal social services which was 
being effected at local authority level, in England and Wales, on 
1st January, 1971, must be matched by unification of Ministerial 
responsibility at the centre. The child care responsibilities of the 
Home Secretary in England would therefore be transferred to the 
Secretary of State for Social Services on that date; and the Secretary 
of State for Wales would assume similar responsibilities in the 
Principality. The Home Secretary would, however, retain for both 
England and Wales his existing responsibilities in relation to the 
juvenile courts and the problems of juvenile delinquency, since these 
were integral to his overriding responsibility for protecting the public 
and ensuring the rights and liberties of the individual. 

(/) The Government also intended to improve the methods by 
which collective policy decisions were taken. For this purpose a 
small central policy review staff would be established in the Cabinet 
Office which would assist Ministers collectively to work out the 
implications of their basic strategy in terms of policies in specific 
areas, to establish the relative priorities to be given to different 
programmes and to identify the areas of policy in which new choices 
could be exercised. In addition, the Public Expenditure Survey 
system would be reinforced by new arrangements for associated 
reviews of Departmental programmes at regular intervals. 



(g) The full range of functions and activities at present being 
discharged by Departments was being reviewed, in order that it 
might be decided whether they were necessary functions of central 
Government and whether, if so, they were rightly articulated in the 
organisational framework of Departments. Every activity of 
Government should be subjected to the rigorous test of the questions 
—was it relevant, and did it have to be done by central Government. 
The reorganisation of Departmental responsibilities also provided an 
opportunity to review the location of Government Departments and 
the possibilities of dispersing them from London. Arrangements 
had therefore been made to commission a study to determine 
precisely which blocks of work needed to remain in London and 
which might most sensibly be relocated outside. 

These measures represented a major and significant reorganisa
tion of the whole structure of central Government. If it was 
to succeed, it was clear that within the new Departments there must 
be considerable devolution to junior Ministers, who should be 
entrusted with clearly defined areas of responsibility, which might be 
envisaged as potential units of separate accountability and should be 
administered in that spirit. In addition a considerable effort of 
adjustment would be required while the reorganisation was taking 
effect; and it was important that in each of the Departments 
concerned a senior official should be appointed to supervise the 
changes in organisation and to ensure that they were to be put into 
effect with the minimum of delay and dislocation. 

Cabinet Office, S.W.1, 


15th October, 1970. 
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Indo-China 

CM 30 (70) 
SECRET 

1. The Foreign and Commonwealth Secretary said that 
discussions had now begun between the lawyer representing the 
Quebec Government, Mr. Robert Demers, and the legal 
representative of the Front de Liberation Quebecois (FLQ), 
Mr. Robert Lemieux. It was difficult to see what would be achieved 
by these exchanges, since the FLQ were refusing to discuss matters 
of substance relating to the exchange of the United Kingdom Trade 
Commissioner in Montreal, Mr. Cross, and the Quebec Minister of 
Labour, Mr. Laporte, against the so-called " political prisoners ". 
Meanwhile, the recent statement by the Prime Minister of Ontario 
opposing any concession to the kidnappers had had an unfortunate 
effect, in that it had injected a political element into the discussion 
and had sharpened the traditional antagonism between English
speaking and French-speaking Canada. The outlook was thus not 
promising; and Mrs. Cross, to whom he had sent a personal message 
that, day, appeared to feel that our efforts to free her husband had 
been less effective than they might have been had not the High 
Commission in Ottawa been in the charge of a Charge d'Affaires 
pending the arrival of a new High Commissioner. He had therefore 
been considering whether to expedite the latter's departure for 
Ottawa. Hitherto, we had taken the attitude that the negotiations 
with the FLQ were a matter for the Canadian Government; and we 
had been careful not to involve ourselves in them or to suggest that 
we were seeking to bring pressure to bear on Canada. There was 
a risk that to send the new High Commissioner out early might create 
an impression of this kind; but he intended to consult the Canadian 
High Commissioner in London about the likely reaction in Canada. 

The Foreign and Commonwealth Secretary said that the North 
Vietnamese delegation at the Paris discussions had now rejected the 
peace plan put forward by President Nixon of the United States. 
He had recently discussed the situation in Indo-China with the 
Laotian Prime Minister, Prince Souvanna Phouma, who had 
suggested that Britain and the Soviet Union, as Co-Chairmen of 
the Geneva Conference, should act as observers at the forthcoming 
discussions between his Government and the Communist-led Pathet 
Lao. He had replied that he would be ready to comply with this 
request if the Soviet Foreign Minister, Mr. Gromyko, whom he 
would be seeing shortly, also agreed. Prince Souvanna Phouma had 
gone on to say that he did not believe that the North Vietnamese 
would be capable of taking over the whole of Cambodia during the 
approaching rainy season. In Cambodia, as in Laos, their position 
had been considerably weakened, a major factor being the 
interruption of their supply routes by sea. On balance, the outlook 
for the United States in Indo-China seemed to have slightly improved. 

A121711 2 
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The Foreign and Commonwealth Secretary said that the decision 
to adopt Anwar Sadat as the official candidate for the Presidency 
of the United Arab Republic appeared to be the result of a 
compromise. It was unlikely that his tenure would be a long one. 

The Foreign and Commonwealth Secretary said that the main 
point of interest which had emerged from the discussions which the 
French President, M. Pompidou, had recently had with the Soviet 
Government in Moscow, was the agreement between the French and 
Soviet Governments to hold six-monthly consultations on foreign 
affairs, possibly at Foreign Minister level. During the visit 
M. Pompidou had not committed himself to the project for a 
European Security Conference, although he had indicated that he 
would not be opposed to such a conference provided that it was 
fully prepared in advance. 

The Foreign and Commonwealth Secretary said that the recent 
disturbances in Bermuda had probably been instigated by the Black 
Power movement. Reports in the Press and elsewhere that they 
had been connected with Her Majesty's Governmenfs supposed 
intentions in regard to arms supplies to South Africa were unfounded. 
The disturbances did, however, raise the question whether the 
projected visit by His Royal Highness The Prince of Wales to 
Bermuda should now take place. The Governor^ view was that 
the visit could proceed. But a senior Special Branch officer, who had 
been in Bermuda in connection with security arrangements for the 
visit, would be returning to this country within the next 24 hours; 
and a decision should be deferred until his advice was available. 
If the visit were to be cancelled, this might well have a salutary effect 
in Bermuda itself. 

The Cabine t -
Took note of the statements by the Foreign and 
Commonwealth Secretary. 

CONFIDENTIAL 
2. The Secretary of State for Employment and Productivity 

said that, in the discussions to be held on 16 October with the trade 
unions, the employers appeared to have no intention of making 
significant concessions to meet the local authority manual workers' 
pay claims; and the trade unions were unlikely to settle for the 
relatively minor improvements now to be offered to them formally. 

The Home Secretary said that on the previous day the Ministerial 
Committee on Emergencies had reviewed the effects of the strike 
and the immediate outlook. There was still no instance in which 
a critical threat to public health or safety had actually developed. 



In discussion it was suggested that, even though public health 
was not yet at risk, the Government now needed to intervene more 
directly in the dispute in order both to demonstrate that essential 
services from which the local authority employees had withdrawn 
their labour must be maintained and to enlist the support of public 
opinion against trade union militancy in prosecuting unreasonable 
wage claims. In the light of the prospect of continuing industrial 
unrest a union victory in the current strike could result in very 
serious damage to the economy and the erosion of the Governmenfs 
authority. Public opinion had not yet been brought to appreciate 
either the full extent of these risks or the true facts about the wage 
claim which was currently at issue; and there were indications that 
the general public were increasingly puzzled by the Governmenfs 
failure to introduce Servicemen or to appeal for volunteers. For 
these reasons the Government should seek to present their case more 
forcefully: and further consideration should be given to intensifying 
the financial disincentives to strike action which were currently being 
considered. On the other hand income tax refunds were not a 
significant factor in the calculations of those contemplating a strike, 
since social security benefits were available as an alternative; and 
these in turn affected only a very small proportion of strikers. The 
modern worker tended to have significant resources of his own; and 
he also enjoyed considerable opportunities for replacing any short
term reduction in income by casual employment. Moreover, public 
opinion was divided on the issues involved; and there was a good 
deal of sympathy with the plight of the lower-paid members of the 
community. In these circumstances any action which smacked of 
strike-breaking should be avoided; and direct Government 
intervention should be a last resort not only in order to avoid 
provocation but also because, even if the most careful plans were 
made in advance, the Government could probably not succeed in 
replacing the services of strikers on any considerable scale. 
Nevertheless, further thought should be given to the Governmenfs 
preparations for dealing with a series of major strikes, including a 
strike in the National Health Service, where public opinion might 
be acutely disturbed since human life might be at risk; and these 
preparations should have regard to, among other things, Section 5 
of the Conspiracy and Protection of Property Act 1875. 

The Prime Minister, summing up. the discussion, said that it 
was clear that public opinion had not yet been mobilised in support 
of the Governmenfs policy of resisting a settlement with the local 
authority manual workers on the basis of their pay claim. The 
Ministerial Committee on Emergencies should therefore reassess as 
a matter of urgency the opportunities for an early Government 
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initiative to maintain or restore essential public services disrupted 
by the local authority manual workers' strike. He would give further 
consideration to the most appropriate means of reviewing all aspects 
of the strategy which the Government should adopt in dealing with 
major instances of industrial unrest likely to occur in the foreseeable 
future. 

The Cabinet— 
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Invited the Home	 Secretary to arrange for the Ministerial 

Committee on Emergencies to make a fresh assessment 
of the scope for Government intervention in the local 
authority manual workers' strike, on the lines indicated 
in the Prime Ministers summing up of their discussion. 

SECRET 
3. The Cabinet considered a memorandum by the Chancellor 

of the Exchequer (CP (70) 84) covering a draft White Paper on 
Priorities in Public Spending and a note by the Chief Secretary, 
Treasury (CP (70) 86) summarising the reductions and increases in 
public expenditure agreed by the Cabinet. 

The Chancellor of the Exchequer said that the draft White 
Paper was essentially factual; it would be published after his 
statement on 27 October in which he would set the figures in the 
context of the Governmenfs policies. The change in the system of 
investment incentives complicated the presentation of the overall 
effect of the cuts. It was more realistic to regard these as reducing 
the rate of growth of public expenditure from 3-6 per cent a year 
to 2-7 per cent than to emphasise the sharp drop to 1-8 per cent 
if investment grants were included. The change of system did, 
however, make a real reduction in the demand on public funds. He 
was reconsidering the presentation of this point. The tables included 
in the draft White Paper made it clear that the reductions had not 
fallen mainly on the social services. In addition, however, all 
references to increases in charges for the social services were 
accompanied by a statement about remissions or other arrangements 
to mitigate their effects. 

In discussion the following points were made : 
(a) The Government must expect some criticism from those 

interested in defence matters of the reduction of £130 million in 
1974-75 below the previous levels of the long-term defence costings 
in view of pledges which had been given in Opposition about 
strengthening various sectors of our defences. The Defence White 



Paper, which the Cabinet would be considering early the following 
week, would make it clear that the Government were nevertheless 
making major improvements in our defences; as it would be 
published on the day following the public expenditure White Paper 
and this would be known to the Press in advance, substantial adverse 
comment on the basis of the latter alone was unlikely. 

(b) Parliament had been informed in July that the Government 
would continue to publish a full annual public expenditure White 
Paper on the lines of Cmnd. 4234, and it was now proposed to 
publish this early in the new year. 

(c) While inclusion of the details of the arrangements to mitigate 
the effect of the increases in social services charges was helpful, too 
much of the present text was in consequence devoted to the social 
services. Consideration should be given to condensation of the 
sections on social services. 

(d) The charge for issuing new passports could be increased to 
bring in an extra £6 million a year. 

(e) It might be preferable to include a reference in the White 
Paper to the postponement of the proposals for a new Design Council 
rather than to announce it separately. 

(/) The Minister of Technology intended to make a statement to 
Parliament about the abolition of the Industrial Reorganisation 
Corporation. 

The Prime Minister, summing up the discussion, said that the 
Cabinet endorsed the lines of the proposed White Paper, subject to 
the points made in discussion. Suggestions for amendments should 
be sent to the Chancellor of the Exchequer at latest in the course of 
the following day. 

The Cabinet-
CD Took note with approval of the summing up of their 

discussion by the Prime Minister. 
(2) Invited the Chancellor of the Exchequer 

(i) to arrange for the draft White Paper to be amended 
in the light of the discussion and of consideration 
of any additional amendments suggested; and to 
circulate copies of the revise to the Cabinet for 
their information; 

(ii) to	 consider, in consultation with the Secretary of 
State for Foreign and Commonwealth Affairs, 
whether it would be appropriate to include in the 
White Paper a saving of £6 million a year from 
increased charges for passports. 



SECRET 
4. The Cabinet resumed their consideration of a memorandum 

by the Minister of Housing and Local Government (CP (70) 69) 
about the rate support grant. 

In discussion it was suggested that the proposed squeeze on local 
authority current expenditure through the rate support grant might 
adversely affect the local health and welfare services and the ability 
of the local authorities to employ all the available teachers or to 
support some regional symphony orchestras which were facing 
increasing difficulties. On the other hand it was pointed out that 
the proposed reduction was very small. It would impose some 
financial discipline on local authorities. Only by reverting to the 
system of specific grants could the Government control where the 
authorities made the necessary economies, but there was general 
agreement that this would be a retrograde step. 

In further discussion it was suggested that, while it would be 
right to make Increase Orders now covering price increases in 
1969-70 and 1970-71, local authorities should now be warned not 
to assume that such Orders would automatically be made in future 
if they gave way to unreasonable wage demands. On the other 
hand it was pointed out that the level of about half of the wages 
and salaries paid by local authorities were effectively under control 
of the Government. 

The Prime Minister, summing up the discussion, said that the 
Cabinet endorsed the proposals in CP (70) 69. The Minister of 
Housing and Local Government should, however, warn the local 
authorities not to assume that Increase Orders would necessarily be 
made in future to cover costs due to extravagant wage settlements. 
The Paymaster-General could, if he wished, raise with the Chancellor 
of the Exchequer and the Minister of Housing and Local 
Government, the possibility that some central financial support 
might be made available to regional symphony orchestras on the 
basis of matching grants from the local authorities. 

The Cabinet 
(1) Endorsed the proposals in paragraph 21 of CP (70) 69. 
(2) Invited the Minister of Housing	 and Local Government to 

warn the local authorities that Increase Orders would not 
necessarily be made in future to cover higher costs 
resulting from unduly generous wage settlements. 

CONFIDENTIAL 
5. The Cabinet considered a memorandum by the Secretary of 

State for Employment and Productivity (CP (70) 83) about the future 
of the National Board for Prices and Incomes (NBPI). 

The Secretary of State for Employment and Productivity said 
that the Ministerial Committee on Economic Policy (EPC) had been 



considering the policies and institutions required in the whole area 
of competition policy and incomes policy. He would be submitting 
a report to the Cabinet shortly about competition policy and the 
future of the Monopolies Commission. It was however urgent to 
announce as soon as possible after Parliament reassembled the 
Governmenfs decision about the future of the NBPI and the new 
institutions that were needed in the field of incomes. It was proposed 
that the NBPI should be abolished and its functions of examining 
prices and individual pay settlements, whether in the public or private 
sector, abandoned. However there were certain groups in the public 
sector which lacked pay negotiating machinery. Accordingly, it 
was proposed to establish three new pay review bodies—one for 
certain top salary groups in the public service (including the Boards 
of nationalised industries, the judiciary, senior civil servants and 
senior officers of the Armed Forces), a second for members of the 
Armed Forces not covered by the top salaries body, and a third for 
doctors and dentists. The Minister of Housing and Local 
Government had been asked, subject to the Cabinefs endorsement 
of these proposals, to discuss with the local authorities the possibility 
of the top salaries review body covering the pay of chief executives 
of major local authorities. The review bodies should have a common 
secretariat and a degree of common membership. The secretariat 
should be provided by an " Office of Manpower Economics " which 
would be available to conduct research into general problems such 
as productivity and wage drift and to service ad hoc inquiries into 
pay questions in the public and private sectors. Its work programme 
would be subject to Ministerial approval, but outside bodies could 
for a fee commission general research work by the Office. All these 
proposals had been generally approved by the EPC. Attached to 
his memorandum was a draft of the statement he had it in mind to 
make about the proposals when Parliament reassembled. 

In discussion the following main points were made: 
(a) It would not be possible to find Parliamentary time for the 

introduction of the legislation to abolish the NBPI until perhaps next 
May or June. The NBPI would continue formally in existence until 
this legislation was approved. In the circumstances it was agreed 
that the NBPI should continue its investigation of the food 
distribution industry, on the understanding that the Board's report 
would contain no recommendations. 

(b) The doctors and dentists had been assured that the 
recommendations of their new pay review body would be accepted 
by the Government unless there were clear and compelling reasons 
for not doing so. Similar assurances must be given about the 
Governmenfs treatment of advice from the two other proposed 



review bodies. But it must be made equally clear that the 
Government reserved the right not to accept the review bodies' 
recommendations if there were compelling reasons for rejecting or 
modifying them. An assurance could be given that the review bodies' 
recommendations would not be referred for consideration by any 
other outside body. 

(c) Further consideration should be given to the proposal to 
discuss with local authorities the possibility of the top salaries review 
body being concerned with the pay of local authorities' chief 
executives. Their salaries had fallen behind those of senior civil 
servants and the inclusion of both sets of salaries in the purview 
of the top salaries review body could have inflationary effects, 
particularly bearing in mind the implications of increases in the 
salaries of top local government officers for those of their 
subordinates, who would continue to have separate pay negotiating 
machinery. 

(d) It was important that the top salaries review body should 
report every two years on the groups for which it was responsible. 
Longer intervals between reviews were liable to involve undesirably 
large adjustments to the salaries of those concerned. The review 
body should carry out its first review in 1971. These points might 
be included in the statement to be made about the review bodies' 
establishment or could alternatively be explained in answer to 
enquiries. 

(e) The representatives of the groups concerned should be 
informed in confidence before the proposed top salaries review body 
was announced. 

(/) It would be desirable to secure a change in the present 
arrangements whereby increases in the salaries of the higher judiciary 
had to be approved by an affirmative resolution of Parliament. 

(g) Whether the top salaries review body should be asked to 
advise on the pay of Ministers and Members of Parliament or 
whether any other arrangement should be made to secure independent 
advice on this issue should be left for consideration when it was 
necessary to decide how to proceed on these salaries. For the time 
being nothing should be said about a system for reviewing these 
salaries. 

(h) Further consideration should be given to the draft statement 
attached to CP (70) 83. It would be desirable to avoid the implication 
in paragraphs 2 and 3 of the present draft that the proposed new 
Office was in effect a substitute for, and development of, the NBPI. 
The present draft of these paragraphs should be amended too to 
avoid unnecessary provocation to the doctors and dentists. The draft 
statement at present implied wrongly that the Office would be 
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available to carry out studies and to service enquiries only in the 
public sector. The final sentence of paragraph 5 was an unnecessary 
elaboration at this stage. 

The Prime Minister, summing up the discussion, said that, subject 
to the points which had been made, the Cabinet generally approved 
the proposals in CP (70) 83. However further consideration should 
be given to the treatment of chief executives of major local 
authorities and also to the draft statement attached to the 
memorandum and to the title of the proposed new Office. The 
Cabinet should have the opportunity to consider a revised draft of 
the proposed statement. The Cabinet would consider in due course 
the appropriate arrangements for reviewing the salaries of Ministers 
and Members of Parliament. 

The	 Cabinet
(1)	 Took note, with approval, of the Prime Ministers summing 

up of their discussion. 
(2) Subject to 3 (i) and (ii) and the points made in	 discussion, 

approved the proposals in CP (70) 83. 
(3) Invited	 the Secretary of State for Employment and 

Productivity
(i) To consider	 with the Chancellor of the Exchequer, 

the Minister of Housing and Local Government 
and the Lord Privy Seal the procedure for dealing 
with the salaries of chief executives of major local 
authorities. 

(ii) To revise the draft statement attached to CP (70) 83 
in consultation with the Chancellor of the 
Exchequer, the Secretary of State for Social 
Services and the Lord Privy Seal, and to circulate 
the revised version for consideration by the 
Cabinet. 

SECRET 
6.* The Cabinet considered a memorandum by the Minister 

of Technology (CP (70) 77) and a note by the Secretary of the 
Cabinet (CP (70) 74) covering a report by officials on airbuses and 
the RB211 engine. 

The Prime Minister said that the situation which now faced the 
Cabinet was a complex one which they had largely inherited from 
the previous Administration. In considering the various options 
before them it was necessary to bear in mind that very large demands 
on national resources and public expenditure were involved. They 

* Previously recorded in a Confidential Annex. 



would need to take hard-headed and, if necessary, hard decisions. 
The Minister of Technology would outline the financial difficulties 
now facing Rolls-Royce which added a further serious complication 
and which must be treated in the strictest confidence. 

The Minister of Technology said that Rolls-Royce had informed 
him in mid-August that they were in serious financial difficulties. 
The situation had since been fully examined, and it was clear that 
the company were facing very large losses on the contract with the 
Lockheed Corporation for the RB 211-22 engine for the Tri-star 
airbus; the development costs of this engine had doubled to 
£140 million. To complete the contract Rolls-Royce would need 
£60 million, mostly in the course of the next year, in addition to the 
funds now available to them, but including £10 million which the 
Industrial Reorganisation Corporation (IRC) had virtually committed 
for this purpose. The firm already owed £70 million to its bankers. 
This situation would be revealed to the full Board of Rolls-Royce 
on 20 October and they would be then advised that, if the necessary 
finance were not available within at most 48 hours, the company 
should go into liquidation. Apart from the losses for shareholders 
and creditors, liquidation would cause serious damage to our own 
defence production and have world-wide repercussions on the 
aircraft and defence industries; the full implications of these could 
not immediately be assessed. The Governor of the Bank of England 
had taken soundings in the City to see how far the institutions 
already financially involved in Rolls-Royce would be prepared to 
assist in a salvage operation to enable the firm to complete the 
RB 211-22 contract, and so avoid large claims by Lockheed for 
indemnity under their contract and the immediate collapse of 
Rolls-Royce. These soundings were being undertaken on the basis 
that there was no Government commitment to further Rolls-Royce 
civil engine projects beyond the RB 211-22 engine. It was, however, 
clear that even if finance to enable that to be completed were 
available the future of Rolls-Royce, at least on its present scale, was 
by no means assured. The latest information was that the City 
might be prepared to put up £40 million if the Government would 
find a further £20 million (including the £10 million from the IRC), 
but only if the City institutions were able to look forward to the 
service of their additional capital investment. The capital could not, 
however, be serviced unless the company could maintain a profitable 
business of its present size and scope. This in turn would depend 
upon Government support for further projects beyond the RB 211-22 
engine. A City contribution to the immediate rescue of the company 
appeared therefore to depend on some degree of commitment by 
the Government to the company's future which in turn would involve 
a further commitment of Government funds, possibly on a large 



scale. One complicating factor was that there was some doubt 
whether the Lockheed Corporation would be in a position to 
complete the Tri-star. They were also in financial difficulties and 
it would not be clear for some time yet whether funds would be 
available to enable their civil and military work to continue. If the 
Tri-star project fell through, Rolls-Royce would discontinue work 
on the RB 211-22 engine, for which further funds would not then 
be required, and would have a claim under the contract for an 
indemnity from Lockheeds. In the meantime, however, the Cabinet 
would have to decide whether to provide the funds immediately 
necessary to prevent Rolls-Royce going into liquidation. Any such 
contribution should, in any event, be conditional on a major 
reconstruction of the management and a full review of the firm's 
activities. But the decision on funds for the RB 211-22 should itself 
be taken in the light of the view the Cabinet took of the issues raised 
in the report by officials: the future of the aircraft aero-engine 
industry as a whole, our policy on co-operation with the European 
industries, and whether Government aid should be provided for the 
BAC 311 and RB 211-61. Decisions were urgently required not only 
in respect of Rolls-Royce but also because the British Aircraft 
Corporation had stated that they would not continue work on the 
BAC 311 beyond the end of October without promise of 
Government support. 

In discussion the following points were made: 
(a) There was a danger that, in taking part in a salvage 

operation for Rolls-Royce, the Government might acquire 
responsibility for its liabilities. If assistance were provided it should 
be given in a form which avoided this, and no pressure should be 
put on the City to provide more funds than they were prepared, in 
their own commercial judgment, to put up to protect their existing 
investments. 

(b) The Government should not, in order to obtain support from 
the City, guarantee a future for Rolls-Royce in the " big league " 
of civil aero-engine manufacturers. The cost of any such assurance 
could be very high. Even if the Concorde continued, its Olympus 
engine would not provide a basis for the firm's continuation in that 
league. The cost of the assurance would, therefore, certainly involve 
assistance for the BAC-311 aircraft and the RB 211-61 engine 
amounting to well over £150 million. Rolls-Royce might well have 
a future under new management in the military and small civil aero
engine market, but it would not then be in a position to service its 
existing capital and the additional funds now required. 

(c) The liquidation of Rolls-Royce could have serious 
implications for the defence programme and for the policy of 



co-operation with European countries in collaborative projects, the 
precise effects on which might be considered further. Moreover, a 
liquidator would be in no position to prevent, for example, a United 
States takeover of Rolls-Royce. 

(d) The future of Rolls-Royce lay in a combined European 
aero-engine industry. It would, however, be difficult to arrange a 
merger unless the firm was maintained meanwhile on a viable basis. 

(e) There were considerable attractions to the idea of 
co-operating with the European aircraft industries in the A300B 
project, but this would not help Rolls-Royce and the majority of 
Ministers felt that the project itself was unsatisfactory. 

The Prime Minister, summing up the discussion, said that the 
Cabinet would wish to continue their discussion before his departure 
at the beginning of the following week for the United States. In 
the meantime the Chancellor of the Exchequer and the Minister of 
Technology should try to establish more precisely with the Governor 
of the Bank of England the terms on which the City institutions 
would be prepared to provide support for Rolls-Royce. The Ministers 
concerned might also give further consideration urgently to the 
possible implications for our defence programme and for the 
collaborative military aircraft projects, of the liquidation of Rolls-
Royce. The strictest confidence must be maintained. 

The Cabinet
(1) Invited the Chancellor of the Exchequer, in consultation with 

the Minister of Technology, to clarify the terms upon 
which private financial assistance would be forthcoming 
for Rolls-Royce. 

(2) Invited the Secretary	 of State for Defence, in consultation 
with the Minister of Technology, to give further 
consideration to the implications of the liquidation of 
Rolls-Royce for the defence programme, on the lines 
indicated by the Prime Minister in his summing-up of 
the discussion. 

Cabinet Office, S.W.1, 

15 October, 1970. 
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CONFIDENTIAL 
1. The Cabinet had before them a note by the Secretary of the 

Cabinet (CP (70) 89) attaching a note by officials on the manpower 
which would be needed to maintain essential services disrupted by the 
strike of local authority manual workers. 

The Home Secretary said that at their last meeting, the Cabinet 
had asked for an urgent reassessment of the opportunities for an 
early Government initiative to maintain or restore essential public 
services disrupted by the strike; and the note attached to CP (70) 89 
had been prepared in response to this request. The Official 
Committee on Emergencies had considered the note earlier that day 
and, with some qualifications, had generally endorsed it. The 
assessment indicated that, provided the use of Servicemen did not 
alienate supervisory staffs or maintenance workers or otherwise lead 
to a major extension of the strike, sewage disposal and sewage 
pumping services could be maintained at those places in England 
where water intakes were threatened or there was a risk of sewage 
flooding, by the use of some 550 drivers, 550 craftsmen and 1,200 
unskilled men from the Armed Forces, and that offensive quantities 
of rubbish could be removed by the use of a further 100 drivers, 
200 unskilled men and 100 mechanical equipment operators. There 
would be small additions to these numbers for similar action in 
Scotland and Wales. If local authorities did not co-operate, 
emergency regulations would be needed to permit the operation by 
Servicemen of plant and equipment; but regulations would not be 
necessary if the Servicemen went in by invitation of the local 
authority. A further 1,000 stokers and 250 drivers would be required 
if the ancillary workers in National Health Service hospitals, with 
a parallel pay claim under negotiation, were also to go on strike. 

The two sides in the manual workers' pay dispute were to meet 
on 20 October and the outcome could not be predicted. However, 
if the sewage treatment works at Swindon and Reading went on 
adding to the pollution of the River Thames, as at present, there 
would shortly be a very serious risk to public health, through the 
effects on the water supply downstream. He and the Secretary 
of State for the Environment proposed later on that date to explain 
this situation to representatives of the manual workers' trade unions, 
and to say that, unless by 20 October there was an assurance that the 
workers in question would co-operate in manning the Swindon 
and Reading sewage works, the Government would have to act, in 
order to avert a risk to public health. 

The Secretary of State for the Environment said that pollution 
of the Thames would pose a significant new health hazard, which 

CONFIDENTIAL 
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could be averted if the Swindon and Reading sewage works were 
operated with the help of Servicemen. If this situation were put to 
the trade unions, they might respond by manning the sewage works, 
and thus earn themselves some popularity in time for Wednesday^ 
meeting of the two sides in the pay dispute. The same trade unions 
represented manual workers in the water supply industry, for whom 
they had submitted a claim for a large increase in pay. On previous 
occasions, the water supply employers had shown willingness to 
concede larger pay increases than the local authority employers, and 
this year they could argue the need to meet criticisms from the 
National Board for Prices and Incomes of their industry's pay 
structure. Their capitulation could weaken the resistance of the 
local authority employers. He and the Secretary of State for 
Employment accordingly proposed to see representatives of the water 
industry employers to urge them not to make an inflationary pay 
award. 

The Cabinet-
Took note, with approval, of the statements by the Home 
Secretary and the Secretary of State for the Environment. 

SECRET 
2. The Foreign and Commonwealth Secretary said that the 

Canadian authorities had now recovered the dead body of 
M. Laporte, the Quebec Minister of Labour, who, together with 
Mr. Cross, the United Kingdom Trade Commissioner in Montreal, 
had been held as hostage by the Front de Liberation Quebecois 
(FLQ). But two notes which had been received from Mr. Cross and 
appeared to be in his handwriting suggested that he was still alive. 
Despite the murder of M. Laporte, the Canadian Government had 
decided to maintain their offer to release five so-called political 
prisoners and to allow the kidnappers to leave the country if 
Mr. Cross were returned. We had been considering whether there 
was any further action which we could usefully suggest to the 
Canadian Government; but we had reached the conclusion that it 
would be wrong to press them to offer the FLQ more for the release 
of Mr. Cross than they themselves had been prepared to offer for 
the return of both M. Laporte and Mr. Cross, and that we must 
therefore leave them to deal with the matter as they thought best. 
The new United Kingdom High Commissioner had now taken up 
his post in Ottawa and would maintain close contact with the 
Canadian authorities. 

It might be necessary in due course to give further consideration 
to the introduction of some form of financial protection, perhaps 



Presentation 
of Defence 
Policy 

Draft White 
Paper 
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by way of an insurance scheme, for officers of the Diplomatic Service 
who were exposed to hazards of this kind and for their dependants. 

The Prime Minister, summing up a brief discussion, said that the 
decision of the Canadian Government to remain ready, even after 
M. Laporte had been murdered, to discuss terms with the FLQ 
and to maintain their earlier offer represented an act of very 
considerable political courage; and we could hardly press them to go 
further. 

The Cabinet— 

(1) Took note, with approval, of the Prime Minister's summing 
up of their discussion. 

(2) Invited	 the Foreign and Commonwealth Secretary, in 
consultation with the Chancellor of the Exchequer, to give 
further consideration to the problems involved in 
affording more adequate financial protection to officers 
of the Diplomatic Service who were exposed to 
exceptional personal risks and to their dependants. 

(3) Invited the Home Secretary to review the arrangements	 for 
the protection of the personnel of the Canadian High 
Commission in this country and to consider whether the 
precautions already in force should be intensified. 

CONFIDENTIAL 
3. The Cabinet considered a note by the Secretary of State 

for Defence (CP (70) 87), to which was appended the draft of a 
White Paper setting out the main decisions which had been taken in 
fulfilment of the Governmenfs undertakings on defence. 

The Defence Secretary said that the draft White Paper, which 
had been accepted, subject to minor amendments, by the Defence 
and Oversea Policy Committee on 16 October, summarised the 
steps which the Government had taken to fulfil their pledge to 
provide a continuing military presence in South-East Asia and to 
improve the capability of the Armed Services. For the Royal Navy 
the principal measures to be announced were the adoption of the 
anti-ship guided missile system EXOCET and the decision to retain 
HMS Ark Royal in service until the late 1970s. For the Army 
the main decisions were to expand the Territorial and Army 
Volunteer Reserve and to retain the Brigade of Gurkhas. The Royal 
Air Force would now, as a result of Government decisions, have 
four additional squadrons of Jaguar close support aircraft. It was 



proposed that, in order to cater for the convenience of the 
Parliamentary timetable, the White Paper should be published at 
2.30 p.m. rather than 3.30 p.m. on 28 October and to transfer Ministry 
of Defence Questions in the House of Commons from Wednesday, 
28 October, to Thursday, 29 October. 

In discussion there was a general welcome for the Defence 
Secretary's paper. The following main points arose in discussion 
of the text: 

(a) It was for consideration whether the reference in paragraph 8 
of the draft to a consultative commitment in the event of external 
attack on Malaysia and Singapore should be more closely aligned 
with the formula about " externally-inspired aggression " which had 
been considered during the Defence Secretary's recent discussions 
with the Governments of Australia, New Zealand, Malaysia and 
Singapore. 

(b) It would be important in presenting the White Paper to 
emphasise that the substantial results which had flowed from the 
Governmenfs review of defence policy were solidly based on a 
searching review of all programmes; and it would therefore be 
necessary to be ready to exemplify, either in the Parliamentary 
statement or in Press briefings, some of the deferments, referred to in 
paragraph 40 of the draft, which had been accepted in order to 
contain the Defence Budget within the published targets. 

(c) There would inevitably be some comment about the absence 
of any decision to accelerate the rate of construction of nuclear 
hunter/killer submarines. The Conservative Party's undertaking 
to reverse the decision on this point which had been taken by the 
previous Administration as an economy measure in January 1968 
had been widely publicised. This undertaking had been made 
following an appraisal of the financial consequences on the basis 
of costings provided by the previous Administration, from which it 
had appeared that the results of accelerating the rate of construction 
from one boat in every 15 months to one in every 12 months would 
be by no means insupportable. The problem had now been 
examined, however, in the light of detailed information about the 
economics of nuclear submarine construction, the naval manning 
situation and competing claims on resources. This information, 
assessed in the light of expert military advice, had led the Defence 
Secretary to the conclusion, which the Defence and Oversea Policy 
Committee supported, that the rate of nuclear hunter/killer 
submarine construction should remain at one every 15 months; and 
any public criticisms of the Governmenfs action in this regard should 
be met by a straightforward summary of the facts which led to the 
decision. In the longer term, however, it might be necessary to 
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CM 31 (70) 
consider, in conjunction with our allies, whether the planned 
submarine resources of the North Atlantic Treaty Organisation were 
likely to be adequate to meet the Soviet threat. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the proposed White Paper, subject to resolution 
by the Foreign and Commonwealth Secretary and the Defence 
Secretary of the drafting point on paragraph 8 which had been raised 
in discussion. He would himself consider, in conjunction with the 
Foreign and Commonwealth Secretary, whether there would be value 
in their discussing with Malaysian Ministers, during the course of 
the forthcoming meeting of the United Nations General Assembly 
in New York, some recent indications that the Malaysian 
Government might be wishing to reconsider the arrangements now 
being envisaged as a replacement of the Anglo-Malaysian Defence 
Agreement. 

The Cabine t -
Took note, with approval, of the Prime Minister^ summing 
up of their discussion. 

SECRET 

*4. The Cabinet resumed their consideration of a memorandum 
by the Minister of Technology (CP (70) 77) and a note by the 
Secretary of the Cabinet (CP (70) 74) covering a report by officials 
on airbuses and the RB 211 engine. 

The Secretary of State for Trade and Industry said that there 
would be a large world market—probably more than a thousand 
sales—for aircraft for the size of the BAC 311 and the European 
A300B, and it was reasonable to assume that a substantial share of 
this market would be captured by the BAC 311. The present estimate 
of the cost to the Government of developing the BAC 311 with an 
RB211-61 engine was £144 million. The Government could not 
expect to get back the whole of this outlay even if the upper estimate 
of assumed sales was achieved. Nevertheless if they wished to 
maintain a national aircraft industry capable of manufacturing large 
civil subsonic aircraft and large civil aero engines this double project 
offered the best chance of doing so and it would produce considerable 
earnings of foreign exchange. It would still be possible to maintain 
an aviation industry in this country if a decision were taken against 



the BAC 311 and its engine but our industry would then drop out of 
major civil aircraft manufacture at a time when the French and 
German Governments were seeking to take over European leadership 
in this field from the United Kingdom. He considered that, in any 
event, the Government expenditure involved would be justified by 
direct economic benefits but the case for it was greatly strengthened 
by the importance of maintaining our present position in the 
European aircraft industry at a time of movement towards an 
integrated European industry. In his view the Government should 
therefore support the BAC 311 with its -61 engine. As to the 
immediate financial problems of Rolls-Royce, the Cabinet were aware 
that there had been discussions between the Chancellor and himself 
and the Governor of the Bank of England and between the latter 
and Rolls-Royce and various City financial institutions. The upshot 
of these discussions showed that there were broadly two courses open. 
The Government could decide to limit its support to Rolls-Royce to 
what was needed to complete the -22 engine for Lockheed; if so, 
they would have to provide nearly all the £60 million required since 
the City institutions had made it plain that they would be willing 
to provide very little money themselves in these circumstances. In 
this event Rolls-Royce would no longer produce large civil aero 
engines and its future size and scope would be much diminished. 
Alternatively, the Government could decide to support the BAC 311 
and the -61 as well as finding what was required to complete the 
-22 engine. The City institutions would in these circumstances be 
prepared to find £20-£25 million towards the salvage of the -22 engine 
so that the Governmenfs immediate financial commitment would be 
less but their longer-term commitment would be much more than 
under the first course. And Rolls-Royce and BAC would have been 
maintained throughout this decade in the large civil aircraft business. 
He would be discussing the future of the Concorde project with 
M. Mondon, the French Minister of Transport on the following day. 
If a decision were taken today to proceed with the BAC 311 he would 
feel bound to inform M. Mondon accordingly but if no decision were 
taken today he could listen to any proposals that the French 
Government might make for participation in the A300B project and 
report back. However, progress on the A300B had not been 
promising to date and at this stage in its development the United 
Kingdom aircraft industry could only play a minor role in the project. 
Hawkey Siddeley Ltd. were already manufacturing wings for the 
aircraft. The suggested A300B-7—powered by the -61 engine—did 
not appear to be an attractive proposition: it was most unlikely that 
any airline other than BEA would buy this version of the European 
airbus and BEA put it third in their list of choices after the BAC 311 
and the Lockheed TriStar. If we attempted at this late stage to get 



back into the European airbus project the most we could expect 
would be to take over work which Dorniers had recently given up 
and perhaps some European support for the cost of development of 
the -61 engine. 

The Chancellor of the Exchequer said that if they were unable 
to disengage from Concorde over the next few years and if it were 
decided now to provide the financial support requested for the 
BAC 311 and -61 engine there was virtually no prospect whatever of 
achieving the savings in expenditure in support of industry (including 
the aircraft industry) which had been set out in the White Paper on 
public expenditure which was now with the printers. They must 
assume in the present context that public expenditure on Concorde 
would continue long after next March. Although the BAC 311 had 
far better sales prospects than Concorde it was a demonstrably 
uneconomic use of national resources and even on the highest 
estimate of likely sales the Government would not see its investment 
back. It was true that there would be substantial earnings of foreign 
exchange but at a very high resource cost. It was clear that, if the 
Government did not support the -61 engine, Rolls-Royce would no 
longer remain a manufacturer of large civil aero engines, but support 
for the -61 would only keep Rolls-Royce in the " big league " for a 
limited time until the next project reached the stage at which massive 
Government support was demanded. In the absence of the BAC 311 
BE A would buy the Lockheed TriStar with the -22 engine and thus 
bring considerable assistance to Rolls-Royce. In the past 10 years 
the Government had provided £74 million of launching aid (excluding 
aid for Concorde and the -22 engine) and had so far received back 
only £6-t million with the hope of a further £22 million to come. The 
latest estimate of total public expenditure on Concorde, the BAC 311, 
the RB 211-22 and -61 over the four years 1971-72 to 1974-75 
amounted to nearly £400 million, of which about half would be spent 
on Concorde. In judging present estimates it should be noted that 
the original estimate of the cost of developing the -22 was £65 million 
which had now been raised to £138 million. 

There appeared now to be three courses so far as Rolls-Royce's 
future was concerned. They could leave the company to go into 
liquidation which the Government would surely be unwilling to 
contemplate. They could support the BAC 311 and the -61 engine 
as well as the -22 as the Secretary of State for Trade and Industry was 
proposing. Or they could limit their assistance to provision—with 
the City institutions—of sufficient finance to complete the -22 engine 
only. The Governor of the Bank of England had told him that if 
they supported the BAC 311 and the -61 as well as the -22 engines 



the City institutions might find £15-£20 million and, doubtfully, the 
Bank of England might provide another £10 million. So this course 
would involve the Government in expenditure of approximately 
£40 million on the -22 and at least £150 million on the BAC 311 and 
-61. (The City institutions would only be prepared to provide 
£40 million out of the £60 million now required if the Government 
were prepared to give a commitment that Rolls-Royce would be 
supported in the big civil aircraft league beyond the BAC 311 and 
the -61 engine.) If they decided to provide sufficient support for 
the -22 only the City institutions, including the Bank of England, 
might provide £10 million in all and the Government would have to 
find the remaining £50 million perhaps in the form of additional 
launching aid to meet the doubled cost of launching the -61 engine. 
He invited his colleagues to agree that this last course should be 
adopted. 

In discussion it was argued on the one hand that unless the 
BAC 311 and the -61 engine went ahead, neither the United Kingdom 
airframe industry nor Rolls-Royce would be in a position to take a 
leading role in a future European aircraft industry. If support for 
Rolls-Royce in the field of big civil engines was limited to the -22 
and the Olympus, and did not include an engine of the size and 
timescale of the -61, it was unlikely that Rolls-Royce would be able 
later in the decade to develop and manufacture the new generation 
of quiet engines and so to compete in the " big league ". When this 
became clear, it might in turn throw doubt on the continued viability 
of the firm and even on the strength of our engineering industry 
as a whole. 

Moreover, the BAC 311 itself was more promising than many 
past projects, and the foreign exchange benefit, both direct and 
indirect, would prove substantial over the longer term. If we could 
not afford both the Concorde and the BAC 311, it would be 
preferable to drop the former which was most unlikely to provide 
the basis for a successful large-scale industry in the long term. 

On the other hand it was argued that it would be wrong for the 
Government to commit both its own funds and national resources 
over a number of years to a project which even on optimistic 
assumptions would be unprofitable. Moreover, it was clear that there 
would be formidable difficulties in withdrawing from Concorde in 
March 1971. The cost of both Concorde and the BAC 311 project 
would severely limit the Governmenfs room for manoeuvre in other 
fields, and there were already substantial new claims on public 
expenditure and resources coming forward—such as the Thames 
tidal barrier and the post-Apollo space programme—for which no 
provision had yet been made in public expenditure programmes to 
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1974-75. The long-term future of the British aircraft industry could 
only be secured by an early merger between the two existing airframe 
firms, and then their association and that of Rolls-Royce in a 
European airframe and aero-engine industry. The BAC 311 project 
would delay moves to that end. It would not strengthen the long
term position of Rolls-Royce, whose weaknesses must inevitably 
become public knowledge whatever decision the Government now 
took, while competition between the BAC 311 and the A300B must 
damage the European aircraft industry as a whole. If, however, 
research and early development of the quiet engine were continued, 
that together with its military and other civil work would give Rolls-
Royce a strong basis for negotiation with European firms; the 
RB 211-61 would have represented only a small proportion of the 
firm's total workload. Withdrawal from the -61 project would relieve 
the strain on the firm's technical as well as its managerial and 
financial resources, and funding the -22 would buy time for a full 
review of its future as a whole. The scepticism evident in the City 
about the long-term viability of Rolls-Royce as a manufacturer of 
large civil engines should be respected, but in view of the large 
existing commitments of City institutions to Rolls-Royce and to the 
Airholdings/Lockheed TriStar arrangement, they should be pressed 
to provide a substantial contribution to the completion of the -22. 
The alternative of allowing Rolls-Royce to go into liquidation was 
not really open, in view of the high cost of the indemnity to 
Lockheeds, the effect on the defence programme, and the risk of a 
United States takeover. 

In further discussion it was suggested that it would be preferable 
to delay a decision until the latest attitude of the French Government 
to Concorde and the likelihood of France and Germany being 
prepared to offer us a really substantial share in the A300B project 
had been established, and until further consideration had been given 
to the future structure of the British aircraft and aero-engine industry 
and its collaboration with European companies. On the other hand 
it was pointed out that Rolls-Royce would be forced into liquidation 
if no assurances of support were forthcoming in the next few days, 
and that the British Aircraft Corporation had stated that they were 
not prepared to continue work on the BAC 311 beyond the end of 
October without a promise of Government financial support. Any 
share that might be offered to Britain at this late stage in the A300B 
project would be too small to be worthwhile, and the prospective 
market for the A300B-7 with a Rolls-Royce engine would be much 
too small to provide an adequate basis for launching the -61 engine. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that sufficient support must be provided to enable 



Rolls-Royce to complete the -22 engine for Lockheed. On the other 
hand they were not agreed on the proposal to support the BAC 311 
aircraft and the -61 engine. A number of Ministers considered that 
the country could not afford to commit national resources on the 
scale proposed to a further uneconomic project; nor the public 
expenditure, unlikely in the end to be less than £200 million, 
particularly since it looked increasingly unlikely that Concorde would 
be cancelled in March. Long-term massive commitments of this 
kind would remove the room for manoeuvre in public expenditure 
which was required and for which they had laboured successfully 
over the past few months. Others considered that the project offered 
the best chance of maintaining a strong United Kingdom aircraft 
industry which would be able to negotiate satisfactory terms in the 
creation of a European industry, and that the expenditure was 
accordingly justified. The Cabinet would wish to resume their 
consideration of this complex of issues early in the following week. 
The Secretary of State for Trade and Industry should, in the course 
of his forthcoming discussions with M. Mondon, try to establish as 
clearly as possible both the French attitude to the Concorde project 
and the nature of any proposals they and the Germans might have 
for a British share in the A300B project. In the meantime, however, 
the Chancellor of the Exchequer should tell the Governor of the 
Bank of England that the Government were prepared to provide 
further launching aid for the -22 engine on the basis that the City 
would make a substantial contribution to the salvage operations; 
that no decision had been taken on the BAC 311 and -61 projects, but 
the City were expected to contribute both in their own commercial 
interests and in the national interest. The minimum possible 
assurances on the funding of the -22 should be given to enable Rolls-
Royce to avoid liquidation before final decisions on the other 
projects could be reached. 

The Cabinet

(1) Took	 note with approval of the summing up of their 
discussion by the Prime Minister. 

(2) Invited the	 Chancellor of the Exchequer, in consultation 
with the Secretary of State for Trade and Industry and 
the Minister of Aviation Supply, to make arrangements 
with the Governor of the Bank of England to provide the 
necessary support for completion of the RB 211-22 engine 
only, on the lines indicated in the summing up of the 
discussion by the Prime Minister. 

(3) Invited the	 Secretary of State for Trade and Industry to 
be guided in his further discussions with M. Mondon by 
the summing up of the discussion by the Prime Minister. 
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CONFIDENTIAL 

5. The Cabinet considered a memorandum by the Lord 
President of the Council (CP (70) 88), to which was annexed a draft 
Green Paper on Select Committees. 

The Lord President said that the draft Green Paper had been 
prepared in discharge of the undertaking which he had given during 
the Debate on the Address that the Government would continue the 
comprehensive review of the results of the specialist committee 
experiment which had been instituted by the previous Administration, 
taking account of the recommendations of the Select Committee on 
Procedure for transforming the Estimates Committee into an 
Expenditure Committee, and would bring proposals before the House 
when it returned from the summer Recess, so that it should have 
the opportunity to express its own views before any new system was 
introduced. It was necessary in this matter to preserve a nice balance 
between the power of the Executive and that of Parliament, and to 
avoid aggrandising Select Committees to the point where they would 
threaten the authority of proceedings on the Floor of the House. 
In his judgment, and that of the Ministerial Committee on 
Parliamentary Procedure, the proposals in the Green Paper struck 
the right balance and should be generally acceptable to the House. 
They envisaged retention of the Select Committees on Science and 
Technology, on Race Relations and Immigration and on Scottish 
Affairs, and the transforming of the Estimates Committee into an 
Expenditure Committee able to consider the projections of public 
expenditure, though on a smaller scale than had been proposed by 
the Select Committee on Procedure. The main problem outstanding 
was how best to arrange for completion of the inquiries on which the 
Select Committees considering the Education Departments and the 
Ministry of Overseas Development had been engaged at the time of 
the Dissolution. Given the political pressures, he could see no 
alternative to setting up a Select Committee simply to complete the 
inquiry into overseas aid. But he now proposed, after consultation 
with the Secretary of State for Education and Science, to take a 
different line in respect of the unfinished inquiry into teacher training 
and to say that the evidence taken by the Select Committee would 
be made available to the Committee of Inquiry which the 
Government had announced their intention of setting up; accordingly 
the Select Committee would not be reappointed. He sought the 
authority of the Cabinet to publish the draft Green Paper, modified 
in this respect, during the present week; its publication would, he 
hoped, do something to counter accusations that the Government 
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aimed to strengthen the power of the Executive at the expense of 
Parliament. 

The Cabinet— 
Approved the draft Green Paper annexed to CP (70) 88, 
subject to the modification mentioned by the Lord 
President. 

CONFIDENTIAL 
6. The Cabinet considered a memorandum by the Minister of 

Technology (CP (70) 80) on fuel policy and prospects. 

The Secretary of State for Trade and Industry said that Britain 
was moving from a fuel economy based on two fuels to one based 
on four. Successive Governments had paid particular attention 
to energy because of its basic importance to the community and 
the national economy. But they had sought to moderate the pace of 
change that would have occurred as a result of competitive forces 
alone, in order to manage the run-down of the coal industry and to 
encourage the use of the new indigenous fuels, natural gas and 
nuclear power, rather than imported oil. The fuel policy measures 
currently in force included the duty on heavy oil, a virtual ban on 
coal imports, and control over the fuelling of new power stations 
and over the conversion of existing coal-fired stations to other fuels. 
Under the Coal Industry Act, 1967, which expired in March 1971, 
there were also powers, which were no longer in use, to subsidise 
the use of extra coal by the gas and electricity industries. He would 
be reviewing a number of aspects of energy policy; and it would be 
his aim to limit Government intervention in the supply and use of 
energy to the few broad measures needed to insure against fuel 
scarcity and to promote a satisfactory relationship between prices 
and costs. The present level of support for coal should be reduced; 
but, because of the short-term difficulties in equating supply with 
demand and major uncertainties in the future outlook we needed to 
move gradually, keeping watch on the balance between supply and 
demand and taking account of the possible impact on the coal 
industry and miners' morale. He did not propose renewing the 
existing powers under the Coal Industry Act to subsidise extra coal 
use by the gas and electricity industries and to subsidise the National 
Coal Board (NCB) for deferring colliery closures; but he proposed 
to say publicly, as a reassurance to the miners, that the Government 
would consider sympathetically the reintroduction of measures of this 
kind if, contrary to present expectations, a real need for them should 
arise. He also proposed gradually to reduce the electricity industry's 
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dependence on coal by allowing the conversion of coal-fired power 
stations to oil or gas where appropriate, and to examine the scope 
for gradual easement of the ban on coal imports, particularly of 
coking coals and other special types such as solid smokeless fuels 
which were at present scarce. Few imports, however, were likely 
to be available in the near future. Continued power to help the 
men most severely affected by the continuing contraction of the coal 
industry was essential to his general strategy; and the forthcoming 
Coal Bill should therefore extend until March 1974 the Governmenfs 
powers to pay special compensation to redundant miners and to 
contribute (on a reducing scale) to NCB social costs. He would be 
putting detailed proposals to the Ministerial Committee on Economic 
Policy. He invited his colleagues to endorse his general approach to 
developing a more competitive framework for energy; to take note 
that he would be reviewing the present strategy for nuclear power 
and other possible action to improve our ability to cope with a sudden 
surplus or scarcity of fuel; and to agree his proposals for gradually 
reducing the support for coal demand and for the forthcoming Coal 
Bill. 

The Home Secretary, summing up a brief discussion, said the 
Cabinet endorsed the approach in CP (70) 80 and agreed that, in the 
forthcoming Coal Bill, provision should be made to pay special 
compensation to redundant miners for a further period and to make 
a reducing contribution to NCB social costs until March 1974. They 
noted the further studies which the Secretary for Trade and Industry 
had in hand on nuclear strategy and measures of insurance against 
the risk of coal surplus or scarcity. Because of their wider economic 
and public expenditure implications, the Chancellor of the Exchequer 
should be kept in touch with these studies and with the further 
development of energy policy generally. The detailed content of the 
Coal Bill should be settled by the Ministerial Committee on Economic 
Policy; and the Bill should be made ready for presentation to 
Parliament as soon as possible. 

The Cabinet— 

(1) Took note, with approval, of the Home Secretary's summing 
up of their discussion. 

(2) Approved the proposals in CP (70) 80. 

Cabinet Office, 

20 October, 1970. 
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SECRET 
1. The Foreign and Commonwealth Secretary said that the 

Canadian Government had been conducting a wide-ranging security 
operation against the Front de Liberation Quebecois (FLQ), 
involving the detention and questioning of some 400 people. But 
there was no further news of the United Kingdom Trade 
Commissioner in Montreal, Mr. Cross; and the fact that there had 
been no message from him for five days was not encouraging. The 
Canadian Government had expressed their appreciation of the 
restraint which we had shown and had indicated that they would 
welcome any suggestions for further action that we might wish to 
make. For the present, however, we had no proposals to put 
forward. During his visit to New York, he had telephoned 
Mrs. Cross, who was enduring her ordeal with courage and dignity. 

The Foreign and Commonwealth Secretary said that during his 
visit to New York to attend the 25th Anniversary celebrations of 
the United Nations he had discussions with the Foreign Ministers 
of France, the Soviet Union and the United States, the other three 
Powers concerned in the Four-Power negotiations about the 
Arab-Israel problem. Their discussions had been inconclusive and 
had ended with the issue of a communique calling for an early 
reactivation of the mission of the United Nations Secretary-GeneraFs 
Special Representative, Dr. Jarring. It was unlikely, however, that 
Dr. Jarring would be able to resume his activities very soon. During 
the meeting the Soviet Foreign Minister, Mr. Gromyko, had urged 
the United States Secretary of State, Mr. Rogers, to put further 
pressure on the Government of Israel. Mr. Rogers had replied 
that the United States Government considered that they had already 
gone to the limit in this respect. The discussions had thus ended in 
deadlock. The situation was not improved by the fact that the 
Israeli Prime Minister, Mrs. Golda Meir, in conversation with the 
United States President, Mr. Nixon, and Mr. Rogers had indicated 
that the Government of Israel would be unwilling to begin discussions 
with Dr. Jarring until the United Arab Republic (UAR) had removed 
from the cease-fire zone along the Suez Canal at least some of the 
missiles which had been deployed there in contravention of the 
cease-fire agreements. The Government of the UAR, however, 
appeared to be increasing the deployment of missiles. The position 
was therefore not encouraging. Mr. Gromyko had indicated, 
however, that the Soviet Union might in certain circumstances be 
prepared to guarantee the security of Israel; and some progress 
might be possible on these lines if the Soviet Government could be 
induced to modify their insistence on the complete withdrawal of 
Israeli forces from all territories occupied since 5 June, 1967, and 
to recognise the necessity of minor rectifications designed to give 
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Israel defensible frontiers. He would be pursuing this question with 
Mr. Gromyko, who would be arriving in London for discussions 
that day. 

Meanwhile, the United Nations General Assembly debate on 
the Middle East would shortly be beginning and was expected to 
last about a fortnight. It was likely that in the course of the debate 
the Afro-Asian countries might table amendments calling for the 
total withdrawal of Israeli forces from the occupied territories. 
If so, we might be placed in a difficult position and should have to 
take our stand on the terms of the General Assembly's Resolution 
No. 242 of 22 November, 1967. 

The Cabinet -
CD Took note of the statements by the Foreign and 

Commonwealth Secretary. 

The Foreign and Commonwealth Secretary said that during the 
visit which the Prime Minister and he himself had just paid to 
New York they had been able to meet almost all the African 
Commonwealth leaders with whom discussion had not previously 
been held, with the exception of the Nigerian Foreign Minister, 
Mr. Arikpo, who would, however, shortly be visiting London. In 
general the African leaders had shown little appreciation of the 
realities of the situation as regards Soviet penetration of the Indian 
Ocean. They did not accept that, e.g., the Soviet intervention in 
Czechoslovakia in 1968 offered any analogy; and they appeared 
genuinely to believe that the gradual extension of Soviet naval power 
in the Indian Ocean area did not present them with any threat which 
they could not keep under control. They appeared to be obsessed 
with the issue of racialism in South Africa to an extent which 
blinded them to the Communist threat and made rational discussion 
virtually impossible. While they were prepared to admit that the 
Simonstown Agreement should not be abrogated, they did not accept 
that it imposed on us any obligation to supply arms to South Africa 
and they had argued that we should not do so. They had pointed 
out that South Africa could in any case obtain arms from other 
sources, e.g. France; and they had argued that South Africa needed 
British support too much to denounce the Agreement if we refused 
to supply arms. A disquieting feature of the discussions was the 
extent to which the African leaders—especially the President of 
Tanzania, Mr. Nyerere, and the President of Zambia, Mr. Kaunda— 
appeared to have abandoned any idea of co-existence with South 
Africa. They seemed to consider themselves as being in a state of 
virtual war with South Africa; and they saw no alternative to the 
use of such limited force as they could bring to bear, for example, 
through support for the so-called " freedom fighters ". In these 
circumstances, they had been wholly unresponsive to our suggestions 
that they should accept the South African offer of a non-aggression 
pact, even if we were in some way associated with it. In the long 
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term, it might be possible to secure African acquiescence in our 
supplying arms to South Africa on the basis that we were providing 
replacements for existing equipment; and we might then hope to 
move on to a less restrictive policy. But this was likely to be a 
difficult and protracted matter; and our approach to the whole 
problem would require to be further discussed by the Cabinet. 

The Prime Minister said that it had been clear in New York that 
the Commonwealth African leaders had been intensively canvassing 
for the support of other Commonwealth representatives. The 
" Francophone" Africans on the other hand, had taken a more 
relaxed view of the South African problem and were less obsessed 
with the racial issue. 

In discussion, some concern was expressed that the Government 
of Nigeria, who had hitherto not taken a prominent part in 
controversy on the South African issue, now appeared to be becoming 
more openly opposed to the supply of arms by Britain. This might 
have repercussions on our important economic interests in Nigeria. 
An opportunity for stating our case would arise during the Nigerian 
Foreign Minister^ forthcoming visit to London; and further 
consideration should also be given to the possibility of a visit to 
Nigeria by a British Minister. 

The Cabinet— 
(2) Took	 note of the statements by the Foreign and 

Commonwealth Secretary and of the points made in 
discussion. 

(3) Agreed	 to resume their discussion of policy in regard to 
arms supplies to South Africa at an appropriate time. 

Visit of the The Prime Minister said that during his visit to New York he 
afotoe U n i t T  1 ka c*  discussion with the Japanese Prime Minister, Mr. Sato, 

n  w n c nNations  * i  useful progress had been made on trade policy generally 
and, in particular, as regards our common interest in seeking to 
ensure that the United States Government should not, as a result 
of legislation now in contemplation (the " Mills Bill"), adopt an 
unduly restrictive attitude towards textile imports. 

The Prime Minister said that in discussions with the Irish Prime 
Minister, Mr. Lynch, the latter had told him that the acquittal in 
the recent arms smuggling case of the defendants—who included 
one of his own ex-Ministers—had put him in a difficult position. He 
now faced the risk that an attempt might be made in the Dail to 
challenge his Government, possibly on his proposals for an incomes 
policy. If the Government were to be defeated, his Administration 
might not survive the ensuing General Election. 

The Cabinet— 

(4) Took note of the statements by the Prime Minister. 

SECRET 
1 2 8 7 9 1 - 2	 B* 
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CONFIDENTIAL 

2. The Secretary of State for the Environment said that on 
23 October the Government had been advised that there was a health 
hazard in the London borough of Tower Hamlets, where large piles 
of rubbish contained decaying offal. The local authority had been 
unable to make arrangements to deal with this situation and had 
asked for Government assistance. After consultation with the trade 
unions concerned at national level had confirmed that their local 
members would not help to remove the rubbish, Servicemen had 
been deployed during the early hours of 24 October to clear it. 
There had been no other requests for assistance from local 
authorities; and in general sewage systems were being kept working. 
A continuous check was being maintained on the quality of river 
water; and there was still no serious increase in pollution. 
Nevertheless, the need for action similar to that which had been 
taken at Tower Hamlets could arise at any moment. 

Meanwhile Sir Jack Scamp had been appointed by the local 
authority employers and the trade unions to preside over an 
independent inquiry into the pay dispute. Only some 14 local 
authorities, nearly all of which were controlled by the Labour Party, 
had agreed to concede the full amounts claimed by the manual 
workers' trade unions. Some other authorities had made public 
statements in support of further negotiations on the claim; but they 
were only a small minority of the total number of local authority 
employers. 

In discussion the Cabinet were informed that a number of judges 
had been approached by the parties to the pay dispute in the search 
for a chairman of the Committee of Inquiry; but, on being told that 
the Government would not wish to take any action either to assist 
or to hinder the inquiry, they had very properly rejected the request. 
Sir Jack Scamp, before accepting the chairmanship, had been 
informed by the Department of Employment that the Government 
could express no view whether or not he should undertake the task 
but that there might well be a Government statement at some point 
about the element of national interest in the dispute. It was perhaps 
for consideration whether the Government should encourage 
Sir Jack Scamp to call at once for a return to work while the Inquiry 
took place. On the other hand it was probably preferable that the 
Governmenfs dissociation from the Committee of Inquiry should 
continue, in order that they might remain free to criticise its 
recommendations if they were unsatisfactory. Sir Jack Scamp 
would be likely in any event to wish to follow the usual practice of 
committees of inquiry in calling for a return to work; but he might 
find difficulty in doing so if it were known that the Government had 
tried to influence him in this direction. 



The Prime Minister, summing up the discussion, said that the 
Government should leave it to Sir Jack Scamp to decide whether to 
call for a return to work while the Committee of Inquiry took place. 
But Ministers should take every opportunity of reinforcing in public 
the view already expressed by the Government that the employers' 
pay offer was generous and that the actual earnings of local authority 
manual workers were not in general as low as the references in the 
Press to their basic pay scales suggested. Although dissociating 
themselves from the Committee of Inquiry, the Government were 
not adopting a position of neutrality; and their views on the danger 
of inflationary pay awards should be put forward when occasion 
offered. 

The Committee— 

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(2) Invited the Lord President	 of the Council, in consultation 
with the Secretary of State for Employment and the 
Secretary of State for the Environment, to circulate 
factual information about the pay rates and earnings of 
local authority manual workers, including the pay offer 
last made by the local authority employers. 

The Secretary of State for Trade and Industry said that the 
result of the ballot by the National Union of Mineworkers (NUM) 
on the pay offer by the National Coal Board (NCB) had been a vote 
of 55 per cent for a strike and 45 per cent against a strike, on a poll 
of over 90 per cent. The NUM were displeased that an inadequate 
majority for an official strike had resulted; and it seemed probable 
that after the meeting between the NUM leaders and the NCB 
Chairman which was due to take place on 27 October there would 
be some unofficial strike action. Its extent could not at present be 
foreseen; but it could cause serious damage to the country's fuel and 
power supplies in the coming winter. The Government could seek 
to insist on the NCB's adhering to the terms of the pay offer on 
which the NUM ballot had been conducted, with a risk of unofficial 
strikes on a substantial scale. The alternative was arbitration, to 
which the NCB had earlier raised no objection. This however, 
would be likely to result in a more generous pay award. It might 
be possible, however, to avert both these dangers by allowing the 
NCB to offer the NUM not an immediate increase in pay as such 
but a bonus to be paid in mid-1971 if total output in the first half 
of that year equalled or exceeded the corresponding figure for 1970 
(which had been secured by a larger labour force). This could 
properly be presented as a genuine productivity agreement, which 
would be conditional upon the efforts of the coalminers. The NCB 



Chairman needed a decision on this proposal before he met the 
NUM on the following day. 

In discussion it was suggested that the hypothetical increase in 
future productivity was a concession which the Government had 
not been prepared to countenance in the NCB's final pay offer at a 
time when there was a threat of a national strike. It should therefore 
be discarded once again, since the threat at present was only of 
unofficial strikes and the concession, if rejected by the miners, would 
mean that arbitration, which was still a possibility, would be based 
on a higher initial offer. In any event the terms on which the 
suggested productivity bonus had been formulated appeared to leave 
the miners with an opportunity for disrupting production by strikes 
in the rest of 1970 and earning a bonus for the effort that would 
subsequently be required to catch up on lost production. It would 
also be hard to represent the offer of a bonus as different from an 
increase in the basic pay offer. On the other hand the vindication 
in the ballot result of the NCB's judgment so far was perhaps a 
reason for accepting their proposals for the next stage, especially 
since the disadvantages of widespread unofficial strike action were 
clear. 

The Prime Minister, summing up the discussion, said that the 
Chancellor of the Exchequer, the Secretary of State for Employment 
and the Secretary of State for Trade and Industry should arrange 
to discuss further the NCB's suggestion for offering the NUM a 
productivity bonus in mid-1971 for output in the first half of that 
year equalling or exceeding that in the first half of 1970. If the 
three Ministers agreed that this proposal should be offered to the 
NUM on 27 October in an attempt to secure a negotiated settlement 
on coalminers' pay, they could authorise the NCB to make the offer 
on that date. 

The Cabinet— 
i 

(3) Invited the	 Chancellor of the Exchequer, in consultation 
with the Secretary of State for Employment and the 
Secretary of State for Trade and Industry, to examine 
further the proposal for a productivity bonus for 
coalminers in 1971 and to decide whether it should be 
offered by the Chairman of the National Coal Board to 
the National Union of Mineworkers on 27 October 1970 
with a view to achieving a negotiated settlement on 
coalminers' pay. 
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CONFIDENTIAL 
Emergencies 3. The Secretary of State for Trade and Industry, reporting on 
Tanker the incident in which two oil tankers had collided in the English 
Collision Channel, said that the Pacific Glory was still aground off the Isle of 

Wight. The equipment necessary to deal with the situation had 
been assembled; but it would not be practicable to pump the cargo 
of oil into another tanker until the weather improved. The Allegro, 
with which the Pacific Glory had been in collision, was at Fawley. 

The Secretary of State for the Environment said that the 
necessary precautions had been put in hand to prevent, so far as 
possible, pollution of the beaches on the south coast. 

The Attorney-General said that he had authorised the issue of 
writs against both the Pacific Glory and the Allegro, involving also 
the arrest of the Allegro. He hoped the writs would be served that 
day. 

The Prime Minister, summing up a short discussion, said that 
the incident was likely to be the subject of an early Private Notice 
Question in Parliament and that the Minister to whom it was directed 
should be in a position to reply to all questions arising from the 
accident. There would be advantage if all the relevant issues arising 
from the accident, could be dealt with by the inquiry which would 
in any event be necessary in this country rather than being divided 
between inquiries in the United Kingdom and in Liberia, under 
whose flag the ships had been sailing. It might be necessary to seek 
to secure the agreement of the Liberian Government that the main 

( inquiry should be held in the United Kingdom. 


The Cabinet— 


(1) Took note, with approval, of the Prime Ministers	 summing 
up of their discussion. 

(2) Invited	 the Attorney-General, in consultation with the 
Foreign and Commonwealth Secretary and the Secretary 
of State for Trade and Industry, to consider whether an 
inquiry held in the United Kingdom could deal with all 
the relevant issues arising from the accident. 

SECRET 
Public 4. The Cabinet considered a memorandum (CP (70) 90) by the 
Expenditure Chancellor of the Exchequer, to which was attached the revised 
General text of a White Paper entitled " New Policies for Public Spending " 
Previous to be published on the following day. 
Reference: 
CM (70) 30th 
Conclusions, 
Minute 3 



Fiscal 
Announce
ments 
Previous 
References: 
CM (70) 25th 
Conclusions, 
Minute 3, 
CM (70) 27th 
Conclusions, 
Minute 3 
C M (70) 29th 
Conclusions, 
Minute 3 

The Chancellor of the Exchequer said that the group of Ministers 
under the Prime Ministers chairmanship who had reviewed his 
proposals in CP (70) 66 in respect of investment incentives had 
concluded that a scheme on the lines which he had recommended 
(involving a net saving to the Exchequer of some £100 million a year 
in 1972-73, 1973-74 and 1974-75) should be adopted, with the 
modification that investment grants would continue to be paid in 
respect of all contracts made prior to 27 October, 1970, but only in 
respect of such contracts. This would enable the Government to 
fulfil their pre-Election commitments in full. It was also proposed 
that the rate of Corporation Tax should be reduced from 45 per cent 
to 42^ per cent, effective for tax due on 1 January, 1971, in respect 
of profits earned in 1969-70: this reduction would benefit industry 
to the extent of £60 million in the current financial year and 
£90 million in 1971-72. These decisions would be set out in the 
separate White Paper on Investment Incentives which was to be 
published, concurrently with the White Paper on Public Expenditure, 
immediately after his oral statement to the House of Commons on 
the following day. In addition, he proposed to announce a reduction 
of 6d. in the standard rate of income tax, effective from 6 April, 1971. 
The cost of this concession would be £315 million in the first year 
and £350 million in the second year. Given the reduction of public 
expenditure by £330 million in 1971-72, its effect on demand would 
be broadly neutral. The reductions in Corporation Tax and in 
personal tax, which would require legislation, would be the first 
reductions of their kind for 11 years and they should help to set the 
economy on a new and more dynamic course. 

The Cabinet— 

(1) Approved the White Paper. 

(2) Took note, with approval, of the statement by the Chancellor 
of the Exchequer. 

Cabinet Office, 
27 October, 1970. 
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SECRET 

*1. The Cabinet resumed their consideration of a memorandum 
by the Minister of Technology (CP (70) 77) and a note by the 
Secretary of the Cabinet (CP (70) 74) covering a report by officials 
on airbuses and the RB 211-61 engine. They also had before! them 
a memorandum by the Prime Minister (CP (70) 91), setting out certain 
considerations affecting the aircraft projects before the Cabinet, 
together with a note by the Secretary of the Cabinet (CP (70) 92), 
covering a report by the Minister of Aviation Supply on the 
discussions with French, German and Dutch Ministers about the 
A300B European Airbus project. 

The Prime Minister said that since the Cabinefs previous 
discussion the Secretary of State for Trade and Industry and the 
Minister of Aviation Supply had met representatives of the French, 
German and Dutch Governments, who had put forward proposals 
for the re-entry of the United Kingdom into the consortium building 
the A300B European Airbus. Discussions with the three 
Governments were to be resumed on the following day. There had 
also been further discussions with the Governor of the Bank of 
England, in the course of which it had emerged that the City were 
not at present prepared to contribute to the £60 million necessary 
to complete the RB 211-22 engine unless the Government were 
committed to providing assistance for further aero-engine projects. 
In considering these complex issues the Cabinet should have in mind 
that the total net cost of undertaking the BAC 311 project and 
continuing with the Concorde, from which it seemed likely to be 
very difficult to withdraw, would amount to over £100 million a 
year for the next three years. The total future commitment to these 
projects would be of the order of £400 million. Past experience of 
cost escalation varied; but it would be unrealistic to expect the 
present estimates not to be exceeded. The cost of the projects 
could not be contained within the reduced totals for expenditure on 
technology and industry shown in the White Paper " New Policies 
for Public Spending" (Cmnd. 4515) which was being published that 
day. The BAC 311-61 would therefore have to compete with other 
claims on the unallocated contingency reserve. These, however, 
already exceeded the sum allotted for 1971-72 and came close to 
those for the later years. The immediate importance of the BAC 311 
and the RB 211-61 projects for the future of the British Aircraft 
Corporation (BAC) and Rolls-Royce should not be exaggerated; even 
by 1974 they would form only a small part of the rapidly increasing 
workload of the two firms. 



The Secretary of State for Trade and Industry said that the 
new element in the situation was the proposal by the three European 
Governments that we should rejoin the A300B project. The terms 
offered, however, were unattractive. The capital cost would be 
lower than that of the BAC 311; but the net return might be worse. 
The critical problem was the sales prospect for the A300B as a whole 
and for the Rolls-engined version in particular. The other 
Governments had originally proposed that airlines should be wholly 
free to choose the engine which they preferred; but they had 
eventually agreed to consider a formula under which the participating 
Governments would use their influence to ensure that their national 
airlines reflected in their purchasing policies the importance of 
maintaining a European aero-engine, as well as a European airframe, 
industry. If they agreed to adopt such a formula, they might perhaps 
be relied upon to ensure that it was carried out, provided that there 
was no delay in the development and production of the -61 engine. 
If, however, as seemed only too likely, there was some delay, the 
prospects for a Rolls-engined version were poor even on the basis 
of such an assurance. In the light of the most probable terms of 
any final offer on the A300B, therefore, the BAC 311 was still the 
most promising project. It did, however, involve very substantial 
public expenditure. If this was unacceptable, to re-enter the A300B 
consortium would be preferable to deciding against participation in 
either airbus project, since it would at least provide the United 
Kingdom industry with a better basis for participation in a united 
European industry, in which its long-term future lay. 

In discussion it was suggested that successive Governments had 
supported uneconomic aircraft projects as the only way of 
maintaining an advanced aircraft industry. But this policy had not 
succeeded in making the industry enterprising and efficient; and on 
balance it had probably had an adverse effect on the economy. So 
long as this policy was maintained the industry would not seek to 
readjust itself to the necessity of operating in future on a European 
basis; nor would managements give their full attention to the 
possibility of finding profitable projects. While the -22 engine 
should be supported unless or until it became clear that Lockheeds 
were unable to fulfil the contract for the TriStar aircraft in which it 
was to be incorporated, we could not afford the BAC 311 project 
even if we ignored the risk of cost escalation, particularly since it 
gave no assurance for the long-term future of the industry and 
might both delay and make more difficult its Europeanisation. 
Moreover, it was not clear why an industry, which would not in 
any event rely on this project to any significant extent for some years, 
could not be satisfactorily reshaped on the basis of its other work, 
including major military projects, while still retaining the capacity 
to re-enter the market for large civil aircraft as part of a 



reconstructed European industry. Similarly, the A300B, while less 
open to objection on the grounds of delaying the reshaping of the 
industry, would continue the tradition of support for uneconomic 
projects which we could not afford. For these reasons the right 
course was to refrain from becoming involved in either project. 

On the other hand there would be no major market in the next 
decade for civil aircraft other than the Concorde, the Longhaul 
aircraft and the trijets which the American firms now dominated—
apart from the use of the -22 engine in the Lockheed TriStar—and 
the airbuses. If we neither built the BAC 311 nor participated in 
the A300B, the opportunities to compete over the next few years 
would have been lost. Even the A300B might not enable us to 
maintain the design capacity to undertake a subsequent major civil 
project or to contribute to a future European grouping. Moreover, 
there could be no certainty that the resources which would be 
released if the projects were not undertaken would be re-employed 
in ways which earned so much foreign exchange. 

In discussion of the A300B project there was general agreement 
that the proposal as submitted by the European Governments was 
unacceptable. It seemed unlikely that the airlines would voluntarily 
buy a Rolls-engined version, especially since neither we nor the 
other Governments had power to commit our airlines to so doing. 
At best we might hope for some clearer commitment to try to 
persuade them to do so; but it was arguable whether there was any 
real prospect of a market adequate to justify launching the -61 
engine. If 250 A300Bs were sold, 100 with Rolls engines, the net 
loss would be of the order of £65 million. While sales should be 
larger if there were no competing BAC 311 and the Governmenfs 
contribution might be of the order of only £85 million as against 
£144 million for the BAC 311, the project would almost certainly be 
even more unprofitable. It would, however, provide a basis for the 
more rapid development of a united European industry. 

In further discussion the following points were made : 
(a) While Rolls-Royce were not yet insolvent, they were thought 

to be on the verge of placing orders for which they could not expect 
to be able to pay without further assistance. In order to avoid 
liquidation they needed to have sufficient assurance of support to 
enable them to continue trading and to be able to make a public 
statement on the following Thursday to make this clear. It would be 
wrong, however, for the Government to commit themselves to 
finding all the £60 million required; the City should be expected to 
make a reasonable contribution in order to protect their existing 
investment in the firm. In any event, any further Government 
assistance should be specifically in the form of launching aid for the 
-22 engine; there must be no question of the Governmenfs accepting 



wider liabilities in respect of Rolls-Royce. It was also clear that 
the top management required drastic reconstruction. This, however, 
should be regarded as initially a matter for the City interests, whose 
proposal that Lord Cole should become Chairman was generally 
welcomed. The most important appointment, however, would be 
that of a new chief executive. 

(b) BAC had not completed the arrangements for raising 
£12 million towards the development cost of the BAC 311. In the 
circumstances, and since they knew that a decision was imminent, 
it seemed unlikely that they would in fact terminate the project at 
the end of the month unless they received some assurance of further 
support. On the other hand, since they had committed themselves 
to doing so and had so informed the staff, it might be difficult for 
them to continue if the decision was delayed. 

The Prime Minister, summing up the discussion, said that, while 
the Cabinet were inclined to the view that it would be wrong to 
support the BAC 311 or, probably, the A300B, they could not take 
a decision until after the resumed discussion on the following day 
with the French, German and Dutch Governments. At this meeting 
the Secretary of State for Trade and Industry and the Minister of 
Aviation Supply should try to establish whether the terms offered 
could be substantially improved by obtaining reasonably firm 
assurances as to sales of the Rolls-engined version or as to the 
provision of substantial funds towards the development of the -61 
engine. The result of these discussions should be reported to the 
Cabinet on 29 October; and in the meantime nothing should be said 
which might be regarded as an implied commitment to re-enter the 
project. He would arrange for preliminary consideration to be 
given, before the Cabinefs discussion was resumed, to the steps which 
might be necessary to ensure the reorientation of the industry if the 
Cabinet decided to support neither the BAC 311 nor the A300B. 
As for Rolls-Royce, the Minister of Aviation Supply should arrange, 
in consultation with the Chancellor of the Exchequer, the Secretary 
of State for Trade and Industry and the Attorney-General, for a 
formula to be drawn up which gave Rolls-Royce sufficient assurance 
to enable them to continue trading and to make it clear that they 
were not acting improperly in doing so. The Government should 
not, however, be committed to finding the whole of the £60 million 
required to complete the -22 engine, and it should be made clear that 
the City were expected to contribute. Moreover, the additional 
funds should be provided specifically as the continuation of launching 
aid for the -22 engine and not in a form which could carry any 
implied commitment in respect of Rolls-Royce's liabilities. The 
Chancellor of the Exchequer, in consultation with the Minister of 
Aviation Supply, should inform the Governor of the Bank of 
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England that the Government looked primarily to the City to ensure 
the reconstruction of the Rolls-Royce management, on the basis 
that the Government themselves would concur in the proposal that 
Lord Cole might become the Chairman. 

The Cabinet— 

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(2) Invited the Secretary	 of State for Trade and Industry and 
the Minister of Aviation Supply— 

(i) to	 be guided in their handling of the further 
discussions on the A300B proposal by the Prime 
Ministers summing up of the discussion; 

(ii) to report the outcome of these further discussions to 
the Cabinet on 29 October. 

(3) Invited the	 Minister of Aviation Supply, in consultation 
with the Chancellor of the Exchequer, the Secretary of 
State for Trade and Industry and the Attorney-General, 
to arrange for a formula which might be used by 
Rolls-Royce on 29 October to be drawn up on the lines 
indicated by the Prime Minister in his summing up of 
the discussion. 

(4) Invited the	 Chancellor of the Exchequer, in consultation 
with the Minister of Aviation Supply, to inform the 
Governor of the Bank of England that the Government 
looked primarily to the City to ensure the reconstruction 
of the Rolls-Royce management, on the basis that the 
Government themselves concurred in the proposal that 
Lord Cole might become Chairman of the firm. 

CONFIDENTIAL 
2. The Secretary of State for Employment said that Sir Jack 

Scamp, who had been appointed by the local authority employers 
and the trade unions to preside over an independent inquiry into 
the pay dispute, was now expected to call for a general resumption 
of work by the local authority manual workers. 

The Secretary of State for Wales said that it had been reported 
to him that morning that it might not be possible for volunteers to 
continue operating the Penarth Road sewage pumping station in 
Cardiff after 10 p.m. that evening and that the Cardiff City Council 
might therefore be asking for the help of Servicemen. 
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The Secretary of State for Trade and Industry reported that, 
after consulting the Chancellor of the Exchequer and the Secretary 
of State for Employment, he had authorised the Chairman of the 
National Coal Board to offer the National Union of Mineworkers, 
at his meeting with them that day, a productivity bonus which, 
subject to appropriate safeguards, would be payable in mid-1971 if 
total coal output in the first half of that year equalled or exceeded 
the corresponding output for the first half of 1970. 

The Cabinet -
Took note of the statements by the Secretary of State for 
Employment, the Secretary of State for Wales and the 
Secretary of State for Trade and Industry. 

CONFIDENTIAL 

3. The Secretary of State for Trade and Industry said that 
arrangements had now been settled for the salvage of the tanker 
Pacific Glory, which provided for the necessary action to be taken 
should the tanker begin to break up. 

The	 Cabinet -
Took note of the statement by the Secretary of State for 
Trade and Industry. 

Cabinet Office, 
27 October, 1970. 
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CONFIDENTIAL 
 1. The Cabinet were informed of the business to be taken in 

 Parliament the following week. 

The Prime Minister said that the Cabinet would i wish to 
congratulate the Chancellor of the Exchequer on the skill with which 
he had presented the Governments measures on public expenditure 
and taxation. 

CONFIDENTIAL 
2. The Prime Minister said that he proposed to announce, 

in a written reply to a Parliamentary Question that afternoon, that 
he had appointed Lord Rothschild as head of the new central policy 
review staff referred to in the White Paper on The Reorganisation of 
Central Government (Cmnd. 4506). 

SECRET 

3. The Foreign and Commonwealth Secretary said that the 
Prime Minister and he himself had had useful discussions with the 
Soviet Foreign Minister, Mr. Gromyko, during the latterV recent 
visit to London. On Berlin Mr. Gromyko had shown some interest 
in easing the restrictions on access from the West; but it was clear 
that the Soviet Government would expect any concessions in this 
respect to be matched by reductions in the scale of the activities, 
especially in the political sphere, undertaken by the Federal Republic 
of Germany in West Berlin. Apart from this there had been few 
signs of flexibility in the Soviet position. It had not proved possible 
to make any mention of Berlin in the communique issued at the end 
of the discussions, since Mr. Gromyko would not accept any wording 
implying the continuance of four-Power responsibility for the city 
as a whole. It was clear, therefore, that it remained the long-term 
aim of the Soviet Government to make the position of West Berlin 
still more anomalous and to weaken still further the position of the 
Western Powers in the city. 

As regards the possibility of a European Security Conference 
Mr. Gromyko had expressed the hope that we would give favourable 
consideration to the proposal, which, as he had pointed out, had 
been put forward originally by the previous British Administration, 
for a standing body to deal with questions of this nature. The Soviet 
Government perhaps hoped to include some of the non-aligned 
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countries of Europe in the membership of such an organisation and 
so to secure additional support for their policies. We should 
therefore need to proceed with caution. On the Middle East 
Mr. Gromyko had proposed that the Foreign Ministers of the 
United Kingdom, the United States, the Soviet Union and France 
should now fix a date for the resumption of the mission of the 
United Nations Secretary-General's Special Representative, 
Dr. Jarring. This suggestion might well derive from the fact that 
the Foreign Minister of the United Arab Republic (UAR), Mr. Riad, 
had indicated to Mr. Gromyko that the UAR would not agree to a 
renewal of the cease-fire in the Suez Canal zone for more than a 
further two months. On the other hand the United States Secretary 
of State, Mr. Rogers, had told us that the Government of Israel 
were likely to persist in their refusal to renew contacts with 
Dr. Jarring unless at least some of the missiles which the UAR had 
deployed in the Suez Canal Zone subsequently to the cease-fire were 
removed—a condition which the UAR were unlikely to accept. The 
forthcoming visit of the Israeli Prime Minister, Mrs. Meir, to 
London might present us with a further opportunity to try to 
persuade the Government of Israel of the desirability of taking 
advantage of the present period of relative calm to relaunch 
Dr. Jarring's mission. But the prospects of breaking the deadlock 
were not good. 

The Foreign and Commonwealth Secretary said that the visit 
to London of the President of Gabon, Mr. Bongo, had gone well. 
It had been Mr. Bongo's first visit to a foreign capital as President of 
his country; and he had been gratified by our offer to supply Gabon 
with a modest quantity of motor vehicles, which would testify to 
the success of his mission. 

The Cabinet— 

Took note of the statements by the Foreign and 
Commonwealth Secretary. 

SECRET 
4. The Chancellor of the Duchy of Lancaster said that the 

Ministerial meeting which he had attended at Luxembourg on 
27 October with the Members of the European Economic 
Community (EEC) had been a useful one at which modest progress 
had been made. At the meeting we had managed satisfactorily to 
resolve problems about the effects of the common agricultural policy 
of the EEC on the market in the enlarged Community for pigmeat 
and eggs; on supplies of liquid milk; and on future arrangements 
for the annual review of the prospects of the agricultural industry. 
We had also reached agreement in principle that the dependent 



Industrial 
Affairs 

Local 
Authority 
Manual 
Workers' 
Pay Dispute 
Previous 
Reference: 
CM (70) 33rd 
Conclusions, 
Minute 2 

territories of the United Kingdom—with the exception of Hong 
Kong—could become associated with the enlarged Community: the 
position of Hong Kong would be considered further. Finally we 
had informed the Six that acceptance of the EECs common 
commercial policy (at present very rudimentary) would not present 
difficulties for the United Kingdom. We had at an earlier stage 
put in factual papers setting out the background to the major 
problems which confronted us—imports of sugar from developing 
Commonwealth countries and of dairy produce from New Zealand; 
and the size of our contribution to the Community budget—and we 
had also made proposals for the length of transitional periods we 
required to adapt to the common agricultural policy and to make 
the necessary changes in tariffs. Thus the fact-finding stage of the 
negotiations could be said to have ended. We had been asked by 
the Six at the Luxembourg meeting to table our proposals before 
the end of the year for resolving all the major problems and also to 
engage by then in the financial discussions for which they had 
earlier asked. The next step would be to table United Kingdom 
proposals to deal with imports of sugar and of New Zealand dairy 
produce. We should start by asking the Six for arrangements which 
would enable New Zealand to continue to export to us their present 
quantities of dairy products at present prices and he would be 
informing Mr. Marshall, the Deputy Prime Minister of New 
Zealand, to this effect when he saw him on the following day. It 
was, of course, most improbable that the Community would concede 
an arrangement as advantageous as this to New Zealand. We should 
table proposals on similar lines to meet the interests of the sugar 
exporting countries in the developing Commonwealth: such 
proposals would avoid the need at this stage at least for 
consultations with the Commonwealth interests concerned. 

The Prime Minister said that the Cabinet would no doubt be 
satisfied with the progress which had been made, and would wish 
to consider at a fairly early date the general situation and outlook 
for the negotiations as a whole. 

CONFIDENTIAL 

5. The Secretary of State for the Environment said that the 
councils of two London boroughs, Tower Hamlets and Southwark, 
had yielded to the trade unions' demand for a 55s. a week pay 
increase for local authority manual workers. The Greater London 
Council intended to issue a public statement calling in question the 
value of the rate equalisation arrangements in London if the 
boroughs which benefited from them made excessive pay awards 
while those which paid for them resisted pay concessions. 
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The Secretary of State for Wales said that Cardiff City Council 
had made a public appeal for volunteers to help to avoid the risk of 
sewage flooding and had received a sufficient response to man the 
Penarth Road pumping station for some days, probably until at least 
3 November. The CounciTs request for Servicemen had therefore 
not had to be met. 

The Secretary of State for Employment said that Sir Jack Scamp 
had called for a return to work while his Committee of Inquiry into 
the dispute was sitting. The unions had replied that they would not 
extend their strike action while the Committee was at work but 
would not call it off. The Committee's report was expected on 
3 or 4 November. There was a risk that it might follow the lead 
given by the final offer by the National Coal Board (NCB) to the 
coalminers and add 10s. a week to the employers' pay offer. 

The Lord President of the Council said that, as requested by 
Cabinet on 26 October, he had circulated to Ministers in 
correspondence a note about the true earnings of local authority 
manual workers. But he had only obtained this material with some 
difficulty; and the inability of the employers' association to provide 
it immediately suggested that they had not been well enough 
prepared in this respect to present their own case either in negotiation 
or in public discussion of the subject. 

The Cabinet

(1) Took note of the	 statements by the Lord President of the 
Council, the Secretary of State for Employment, the 
Secretary of State for the Environment and the Secretary 
of State for Wales. 

The Secretary of State for Trade and Industry said that, as 
agreed by the Cabinet and in consultation with the Chancellor of 
the Exchequer and the Secretary of State for Employment, he had 
authorised the Chairman of the NCB, Lord Robens, to offer the 
National Union of Mineworkers (NUM) on 27 October a further 
10s. a week pay increase in mid-1971, to be made conditional upon 
a rise in productivity. On the afternoon of that day Lord Robens 
had reported to him the NUM's rejection of this offer and of 
arbitration and had strongly urged that the 10s. a week should be 
offered unconditionally and with effect from 1 November, arguing 
that this would achieve a settlement and would avert widespread 
unofficial strikes which would cause damage to the coal industry on 
a scale which the NCB had not previously envisaged. Lord Robens 
had said that, unless he was instructed to withhold this further offer 
(in which event he would have to report this to the NUM), he would 
make it on his own responsibility. 



He had sought to dissuade Lord Robens from making the offer 
and had pointed out that the Government might well disown it. 
Lord Robens had nevertheless decided to make the offer on his own 
responsibility; and the NUM executive had subsequently agreed 
by a small margin to commend it to their members, for approval 
in a further ballot. The improved offer amounted to a 12 per cent 
pay increase, offset only by a postponement for a matter of months 
of a further increase due to some miners under a restructuring of pay 
in 1971. 

Together with the other Ministers principally concerned he had 
considered how the Government would best react to this 
unauthorised offer and, in particular, what attitude they should 
adopt in the debate that afternoon in the House of Commons on 
the coal industry. They had concluded that, the damage having 
been done, an explicit disavowal of the pay offer would merely draw 
attention to the Governmenfs lack of power to prevent the NCB 
from making it. It might also be thought to imply that Lord Robens 
should be replaced as Chairman of the NCB, whereas the 
Government should clearly retain their freedom of action in this 
respect. It might therefore be best, for the purposes of the 
Parliamentary debate, to make it clear that the Government thought 
the NCB's previous pay offer fully adequate, if not generous (given 
the coal industry's recent productivity record), and to say that, to 
the extent that higher wage costs were not offset by improved 
productivity, coal prices would have to rise, with a further contraction 
in the market for coal and in mining employment as a consequence. 

The Chancellor of the Exchequer said that the Government 
would certainly need to comment on the NCB's final pay offer to 
the NUM, and in terms at least as critical as those suggested by the 
Secretary of State for Trade and Industry. The NCB's disregard 
of the Governmenfs wishes, after both Parties had fully agreed from 
the outset on the tactics to be followed and at a time when the 
situation had developed exactly as originally envisaged, would make 
it difficult to establish an agreed plan of campaign, with Government 
backing, for other nationalised industry pay negotiations. Moreover, 
it was important to bring it home to the industry and to the public 
that wage increases which could not be absorbed by higher efficiency 
must be reflected in higher prices. A proposal to increase the price 
of general purpose coal was currently before Ministers; and it would 
be salutary if the increase were announced in the debate that 
afternoon and were related to the need to cover the wage increase in 
question. The Industrial Coal Consumers' Council had already been 
consulted about the proposed price increase; and if it were effective 
from mid-November, it would provide sufficient revenue to cover 
the cost of the improved pay offer. If the price increase were not 



approved at once, but left until after the result of the NUM's further 
ballot on the pay offer were known, it might not suffice to avoid the 
risk that the NCB might exceed their statutory limit on deficits at 
the end of the financial year. 

In discussion it was agreed that, rather than explicitly disown 
the NCB's offer of a further 10s. a week, the Government should 
emphasise the relationship between higher wages and higher prices 
by announcing the proposed price increase at once. Although the 
pay offer had not yet been accepted by the miners, its rejection would 
be likely to impose still higher costs on the NCB through the 
concession of an even higher pay award or the costs of a strike. In 
approving a price increase to take account of the present offer, the 
Government would not therefore be anticipating costs beyond those 
to which the NCB were already committed. The proposed 16 per 
cent price increase would apply country-wide to general purpose 
coals for industry and electricity generation. 

The Prime Minister, summing up the discussion, said that in 
the House of Commons that afternoon the Secretary of State for 
Trade and Industry should refer to the NCB's provisional agreement 
with the NUM on a pay increase and say that the Government 
thought the previous pay offer fully adequate, if not generous. He 
should also announce that a 16 per cent increase in the price of 
general purpose coals would be brought into force from an early 
date; and he should make it clear that this illustrated that higher 
wage costs which were not matched by productivity necessarily 
implied higher prices. Now that the Government had dealt with 
the question of reducing public expenditure, Ministers would need 
to devote special attention to the means of curbing inflation, since 
continuing wage increases at the current rate could quickly nullify 
the good effects of their public expenditure decisions. 

The	 Cabinet

(2) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(3) Invited the Secretary of State for Trade and Industry— 

(i) To be guided by the Prime Ministers	 summing up 
in speaking that day in the House of Commons 
debate on the coal industry. 

(ii) To arrange to give effect at the earliest possible date 
to a 16 per cent increase in the price of general 
purpose coal. 



Tanker 
Collision 

Previous 
Reference: 
CM (70) 33rd 
Conclusions, 
Minute 3 

Aircraft 
Industry 

Airbuses and 
the RB211 
Engine 
Previous 
Reference: 
CM (70) 33rd 
Conclusions, 
Minute 1 

CM (34) 70 

CONFIDENTIAL 
6. The Secretary of State for Trade and Industry said that oil 

from the Pacific Glory tanker stranded off the Isle of Wight was 
that day being discharged into another tanker with the objective of 
refloating the ship. This was a particularly risky operation; but 
once it had been successfully carried out there should be no further 
danger of large-scale pollution. 

The Cabinet— 

Took note of the statement by the Secretary of State for 
Trade and Industry. 

SECRET 
*7. The Cabinet resumed their consideration of memoranda 

by the Prime Minister (CP (70) 91) and the Minister of Technology 
(CP (70) 77) and of Notes by the Secretary of the Cabinet (CP (70) 74 
and 92) covering a report by officials on airbuses and the RB 211-61 
engine; and of a Note by the Minister of Aviation Supply on 
discussions with French, German and Dutch Ministers about the 
A300B European airbus project. 

The Prime Minister said that, together with the Chancellor of 
the Exchequer, he had met representatives of the banks and 
insurance companies who were creditors and shareholders of 
Rolls-Royce Ltd. The Company had been advised that it could 
postpone making an interim statement so long as there was a 
reasonable prospect of its discussions with the Government coming 
to fruition. No statement would therefore be issued after the Board 
meeting that morning; and further time was available in which to 
consider the firm's financial position. The loss on the development 
of the -22 engine was expected on present estimates to be £61 million. 
The Company also expected to incur losses of £45 million on the 
production of the -22 engines up to the first 500 sold. On sales 
above 500, there should be some profit; and the firm expected to 
sell 800 engines to Lockheed. They were writing off reserves to 
cover the £45 million of production losses and in cash terms 
expected to cover them out of profits on other business (including 
profits on the -22 engines after the first 500). But they needed an 
injection of £60 million cash in order to be able to complete the -22 
contract. The Government were now being asked to provide the 
additional £61 million of launching aid, together with any further 
funds needed to complete development if the cost were exceeded; 



but they were offered little prospect of recovery. The City's 
representatives had indicated that, unless the Government provided 
this £61 million, the banks would probably refuse to advance any 
more finance, including the undrawn £18 million of the £70 million 
which they had agreed to make available. This was a new situation, 
which it would be necessary to discuss further with the Chancellor 
of the Exchequer, the Secretary of State for Trade and Industry and 
the Minister of Aviation Supply before firm proposals were put to 
the Cabinet. 

The Minister of Aviation Supply said that, after lengthy 
discussions on the previous day with French, German and Dutch 
Ministers, he was no more optimistic than before about the 
commercial prospects for the A300B European airbus and, in 
particular, for any version fitted with Rolls-Royce RB 211-61 engines. 
The European Ministers had suggested possible total sales of either 
400, of which 196 might be equipped with Rolls engines, or 700, of 
which 280 would be Rolls-engined. These estimates, however, were 
highly optimistic. The higher figures assumed substantial penetration 
of the American market and a competitive advantage over any 
American airbus which seemed most unlikely to be achieved. 
Moreover, all the national airlines except BEA and most of the 
other European airlines were already committed either to the A300B 
with General Electric (GE) engines or to the DC 10 aircraft with 
the same GE engine or to both. The realistic sales prospects, 
therefore, did not provide an adequate base for launching the -61 
engine. There had, however, been one hopeful development in the 
discussion. The European Ministers had proposed that the 
participating Governments should recognise that the maintenance of 
an effective European aero-engine industry was as important as the 
maintenance of the European airframe industry and that they should 
therefore undertake, by means of a procedure to be settled jointly, 
a study of the terms of co-operation between European engine 
industries on the basis of the closest possible links between the firms 
and the countries concerned in Western Europe. This suggested 
that the way might be open for the reorganisation of the aero-engine 
and, subsequently, the airframe industry on a European basis, which 
the Cabinet had recognised should be our long-term objective. 
While the French Minister appeared to regard our re-entry into the 
A300B consortium as a prerequisite of any such development, it 
was possible that cancellation of the BAC 311 alone would provide 
a basis at least for co-operation with the German industry. He had 
agreed to meet the other Ministers on 3 November in Amsterdam 
in order to tell them the results of the Cabinet's consideration of 
their proposals. In his view the BAC 311-61 remained a sounder 
proposition than the proposal for the A300B with the -61 engine. 
If the former were rejected, however, he would wish to consider the 
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possible advantages of British participation in the airframe of the 
A300B with a GE engine, which might also provide a little extra 
work for Rolls-Royce, at a cost of the order of £40 million or more 
(together with whatever liability might be involved in production 
guarantees), on the assumption that BEA would order the A300B. 
Alternatively, we could rest on the present position of Hawker 
Siddeley's participation in the A300B with no Government financial 
contribution; and we could combine this course either with a BEA 
order for the A300B or with a BEA purchase of the Lockheed 
TriStar with -22 engines. Moreover, GE had just indicated that, if 
the Government were prepared to support the development of the 
BAC 311 with GE engines, they would be prepared to arrange for 
Rolls-Royce to undertake up to half the manufacturing work. 
While this proposal was not at first sight very attractive, it should 
perhaps be examined further before a final decision was reached. 

In discussion the following main points were made: 
(a) While the proposal for a GE-engined BAC 311 might provide 

a considerable volume of work for Rolls-Royce, any advantages 
implicit either in this proposal or in the proposal for British 
participation in an A300B programme without the -61 engine would 
be offset not only by the loss of work on -22 engines for the Lockheed 
TriStar aircraft which BEA might otherwise buy but also by the 
direct cost to the Government of funding the airframe coupled with 
loss of the possibility of recovering any of the -22 launching aid. 

(b) There would for some time remain a risk that Lockheed 
would be unable to complete the TriStar. Their early failure might 
save further expenditure on the -22 engine and enable Rolls-Royce 
to claim compensation. On the other hand a BEA order for the 
TriStar might be a critical factor in the success of the aircraft and 
might enable at least some return to be earned on our investment in 
the -22 engine. 

(c) The prospect of a major reorganisation of the aero-engine 
industry on a European basis was attractive. It would, however, be 
some considerable time before any positive result could be expected. 

The Prime Minister, summing up the discussion, said that he 
would give further consideration to the best means of taking 
advantage of this new opportunity to reorganise the industry on a 
European basis. In the meantime he would arrange to discuss 
Rolls-Royce's financial problems further with the Ministers 
primarily concerned before the Cabinet resumed their discussion. 
The Minister of Aviation Supply, in consultation with the Chancellor 
of the Exchequer and the Secretary of State for Trade and Industry, 
should arrange for further consideration to be given to the alternative 
courses of action excluding the development of the -61 engine to 
which he had referred in his opening statement, together with the 
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new proposal for a BAC 311 with GE engines. This, however, 
would necessarily take a little time; and he should therefore seek 
the agreement of the French, German and Dutch Ministers to the 
postponement for a few days of the meeting proposed for 
3 November. 

The	 Cabinet

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(2) Invited the Minister of Aviation Supply— 
(i) To	 seek to defer the further meeting with French, 

German and Dutch Ministers proposed for 
3 November. 

(ii) To	 arrange, in consultation with the Chancellor of 
the Exchequer and the Secretary of State for 
Trade and Industry, for further consideration to 
be given to alternative proposals on the lines 
indicated by the Prime Minister in his summing up 
of the discussion. 

(3) Agreed to resume their discussion in the following week. 

CONFIDENTIAL 

8. The Cabinet considered a memorandum CP (70) 97 by the 
Secretary of State for Employment, to which was attached the 
revised draft of a statement announcing the winding-up of the 
National Board for Prices and Incomes (NBPI). 

The Secretary of State for Employment said that he had revised 
the draft statement to meet the points made when the Cabinet had 
considered his earlier draft. He now proposed to make the 
statement on the following Monday. He also suggested, after 
consulting those of his colleagues who were directly concerned, that 
there should be announcements on the same day of the proposed 
new pay scales for the judiciary, on which the Cabinet had agreed 
on 21 July (CM (70) 7th Conclusions, Minute 5), and for senior 
officers of the Armed Forces, on which the NBPI had now made 
recommendations which the Ministers concerned had accepted. 
Although the absolute size of the increases for judges and senior 
officers would be liable to attract critical comment in relation to the 
Governmenfs declared policy of seeking to moderate wage 
settlements generally, it was doubtful whether there would be any 
advantage in postponing these announcements. 
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The Prime Minister, summing up a brief discussion, said the 
Cabinet were content with the terms of the revised statement on the 
future of the National Board for Prices and Incomes, subject to the 
last paragraphs being amended to read " A statement on the 
Governmenfs proposals for strengthening and developing the work 
of the Monopolies Commission will be made at an early date ". But, 
in view of the forthcoming economic Debate, of the expectation that 
the Committee of Inquiry under Sir Jack Scamp into the local 
authority manual workers' pay dispute would report in the following 
week and of the fact that a mineworkers' ballot on the National 
Coal Board's latest pay offer was pending, the announcement of 
higher pay for the judiciary and senior officers of the Armed Forces 
should be delayed, preferably until after the mineworkers' ballot and 
desirably until nearer the Christmas Parliamentary Recess. If, 
following Monday's statement on the future of the NBPI, there were 
supplementary questions about the Governmenfs intentions on the 
future pay reviews by the proposed new bodies, on the 
implementation of their recommendations or on the pay of Ministers 
and Members of Parliament, the Secretary of State for Employment 
should deal with them in accordance with the Cabinefs discussion 
at their meeting on 15 October (as recorded in sub-paragraphs (b), (d) 
and (g) of CM (70) 30th Conclusions, Minute 5). 

The Cabinet

(1) Took note, with approval, of the Prime Minister^	 summing 
up of their discussion. 

(2) Approved,	 subject to the amendment of paragraph 4 as 
indicated by the Prime Minister, the statement annexed 
to CP (70) 97. 

SECRET 
9. The Cabinet considered a memorandum by the Secretary 

of State for the Environment (CP (70) 95) on the reform of housing 
finance. 

The Secretary of State for the Environment said that the 
proposals in his memorandum, which had been approved by the 
Home Affairs Committee, followed the lines indicated in his earlier 
memorandum CP (70) 64. Fair rents would become the basis of all 
unfurnished tenancies in both public and private sectors. In order 
to make the change effective the legislation would need to provide 
for a statutory rate of progression from present rents to fair rents 
in the public sector; the choice seemed to lie between annual 



increases averaging 15s. a week (with a maximum of £1 a week) and 
increases averaging 10s. a week (with a maximum of 15s.). The 
Home Affairs Committee had decided that an average increase of 
15s. was to be preferred, because this would shorten the transitional 
period. This, however, would contrast very unfavourably with the 
maximum of 7s. 6d. laid down by the previous Administration and 
was a point to which the Cabinet would wish to pay particular 
attention, taking account of the implications for wage inflation and 
for public expenditure. So large an increase would absorb a large 
part of any likely increase in household incomes and might well 
imperil the success of the measures recently approved by the Cabinet. 

A comprehensive rebate scheme, applying to both public and 
private tenancies, would protect tenants of limited means; it would 
be administered by local authorities with financial assistance from 
the Exchequer. Exchequer subsidies would be progressively reduced 
as rents rose, although subsidies would continue to be paid to local 
authorities with rapidly rising costs and deficits in their housing 
accounts and to assist slum clearance. He invited the Cabinet to 
approve the proposals as a basis for consultation with the local 
authority associations, subject to further consultation on outstanding 
points, and to endorse the view of the Home Affairs Committee that 
a White Paper was not desirable. He also sought approval to the 
making of an early statement in the House of Commons on the lines 
of the draft attached to his memorandum. 

In discussion it was the general view that it would be a mistake 
to seek to increase council house rents by more than 10s. a week on 
average, even though there were good arguments on both housing and 
political grounds for preferring 15s a week. Rents were an important 
element in the cost of living; but their significance in wage bargaining 
was even greater than their importance warranted because of their 
emotive power. The Governmenfs strategy had been carefully 
designed to protect the poorest sections of the community. But it 
was already being pointed out that their measures would bear hardly 
on families with incomes of, say, £25 or £30 a week, because they 
could expect little or no help from rebate and similar schemes and 
yet paid too little income tax to derive much benefit from the 
forthcoming reductions in direct taxation. To extend the protection 
Of rent rebates to this group would, considerations of cost apart, 
have a damaging disincentive effect. 

There might be advantage, if it were practicable, in deferring 
a decision on the rent progression and opening negotiations with the 
local authorities on the basis of the general principle, citing alternative 
rates of increase in rents by way of illustration. But the local 
authorities would be largely concerned with the impact on their own 
finances; and the rate of rent increases was critical in this context, 



CM (34) 70 
because it determined the rate at which subsidies would be 
withdrawn. 

It was agreed that the same rent progression should apply in 
Scotland as in England and Wales, although a different basis was 
proposed for council house rents, for the reasons given in paragraph 
9 of CP (70) 95. The revaluation due shortly was likely to increase 
the rates of council houses in Scotland by something like 7s. a week; 
and this furnished an additional reason for restricting the average 
annual increase to 10s. a week. 

In further discussion the Cabinet considered the draft statement 
annexed to CP (70) 95. It was agreed that, if the average annual 
increase was to be restricted to 10s. a week, there would be advantage 
in making this clear in the statement in order to prevent damaging 
speculation. 

The Prime Minister, summing up the discussion, said that in 
general the Cabinet approved the proposals in CP (70) 95, subject 
to consultation, on outstanding points with the Ministers concerned. 
But they considered that the average annual rent increase should be 
10s. a week, with a maximum of 15s. a week in the case of any 
dwelling. The draft statement should be modified to make clear 
the rate of progression proposed. He would discuss with the Lord 
President of the Council and the Secretaries of State for the 
Environment and for Scotland whether the position in Scotland 
should be the subject of a separate statement by the Secretary of 
State for Scotland. 

The Cabinet— 
(1) Agreed	 that average annual rent increases in the public 

sector should be limited to 10s. a week, with a maximum 
of 15s. a week for any one dwelling. 

(2) Subject	 to Conclusion (1), approved the proposals in 
CP (70) 95. 

(3) Approved the draft statement annexed to CP (70) 95, subject 
to the insertion of a reference to the rate of rent increases 
agreed under Conclusion (1) and to any drafting 
amendments. 

(4) Took	 note that the Prime Minister would consider, in 
consultation with the Ministers concerned, whether a 
separate statement should be made in respect of Scotland. 
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General 

CONFIDENTIAL 

1. The Secretary of State for the Environment said that the 
report of the Committee of Inquiry under Sir Jack Scamp into the 
local authority manual workers' dispute was expected on the 
following day; and a meeting of the National Joint Council of the 
employers and the unions had been arranged for 5 November. If 
there were then no settlement, the Greater London Council (GLC) 
would be obliged to take certain action to remove accumulated 
sewage sludge; and such action might have the effect of extending 
the strike. In that event the GLC might seek the assistance of 
Servicemen at the weekend. Anxiety had been expressed in recent 
Press reports about the fire risk on 5 November, when the piles of 
rubbish in city streets might be ignited by fireworks. The London 
Fire Brigade, however, did not expect to face an unmanageable 
situation, provided that the public exercised reasonable responsibility 
on Guy Fawkes Day. 

The Home Secretary said that the Ministerial Committee on 
Emergencies had discussed the fire risk at their meeting on the 
previous day; and he had since been in touch with fire authorities to 
remind them of the need to make adequate preparations to counter 
the risk of fires on 5 November. The primary responsibility for 
ensuring that those responsible for accumulations of rubbish took 
steps to safeguard them from the risk of catching fire and for issuing 
any necessary appeals for public co-operation lay with the local 
authorities. It would in any case be impracticable for the Armed 
Services, with the limited resources which they had available, to 
remove all accumulations of rubbish. Some local authorities might 
wish to consider using contractors to reduce refuse dumps which 
were particularly vulnerable; but in doing so they might risk 
prompting a forceful reaction by the strikers and an extension of 
industrial action. While the Government should remain willing to 
consider the provision of Servicemen where a local authority 
requested their help, it would be wrong to seek to force troops on an 
unwilling authority. 

The Prime Minister, summing up the discussion, said that the 
Government would be exposed to public criticism if it were not 
evident that they had done all in their power to reduce the risk of 
fires on 5 November. The Ministerial Committee on Emergencies 
should accordingly re-examine urgently the extent of these risks and 
the further steps, if any, which might be taken to reduce them. 

The Chancellor of the Exchequer said that the Ministerial 
Committee on Economic Policy had given preliminary consideration 



to the best means of dealing with a series of forthcoming pay 
negotiations between which there had traditionally been links—those 
for local authority manual workers, for ancillary workers of the 
National Health Service (NHS) and for employees in the water, gas 
and electricity industries. A decision on the pay of NHS ancillary 
workers could not sensibly be reached until the recommendations of 
the Scamp Committee into the pay dispute of the local authority 
manual workers were known. The Electricity Council had been 
intending to make an offer on the following Monday in reply to the 
claim of the electricity supply workers for a substantial pay increase; 
but the Committee had asked that they should be dissuaded from 
doing so until Ministers had been able to give further consideration 
to the possibility of adopting a new approach to pay settlements 
generally, in an effort to reduce their level. The Secretary of State 
for Employment would be preparing a memorandum about certain 
suggestions which had emerged in the Committee's discussion for a 
new Government initiative designed to ensure that pay settlements 
should in future cover a period of more than merely 12 months or 
should be related to a specified number of years with additional 
payments under an agreed formula to compensate for any rise in the 
cost of living during that period. Such an approach might have 
better prospects of carrying public support and avoiding damaging 
strikes than a simple insistence on reducing the percentage rate of 
immediate increases in sectors where many of the workers were 
generally thought to be among the lower paid. A nation-wide strike 
among electricity supply workers would have even more immediate 
and serious effects on industrial production and on the national 
economy than a national strike among coalminers; and much of the 
work done by NHS ancillary staffs was critical to the continued 
functioning of the hospital services. The Government would be 
liable to be severely criticised if, by refusing to match the local 
authorities' settlement (should that be achieved by a comparatively 
small addition to the present offer), they provoked industrial action 
in the hospital service and human life was endangered as a result. 

The Prime Minister, summing up this part of the discussion, said 
it was a matter of growing concern that, in seeking to withstand 
irresponsible industrial pressure, the Government should apparently 
have no alternative but to expose the economy to the risk of serious 
damage to essential services. The strategy for dealing with threats 
of this kind and for countering wage inflation required further 
consideration. There was in particular a need for urgent measures 
to increase the financial disincentive to strike action; and the Social 
Services Committee should give first priority to their examination of 
a combination of measures to reduce the " disregard " of a strikers 
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CM 35 (70) 
personal resources in assessing his entitlement to supplementary 
benefit, to require the repayment of benefits paid during and after 
strikes and to defer income tax refunds becoming due to strikers 
until the strike was over. 

The Cabinet— i 
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

CONFIDENTIAL 

2. The Secretary of State for Trade and Industry said that the 
Ministerial Committee on Economic Policy (EPC) had agreed, 
subject to endorsement by the Cabinet, that he should authorise the 
Gas and Electricity Boards, without commitment on the part of 
Government, to put proposals to their Consumer Councils for tariff 
increases to come into effect early in the following year. The 
average rise in electricity tariffs would be 13 per cent and in gas 
tariffs 6 - 3 per cent; but increases would vary from area to area and 
would in general be higher for domestic users, who, in some cases, 
would face increases of up to 25 per cent. Both increases were 
urgently necessary to enable the industries to meet their financial 
obligations. If the total additional revenue required, amounting to 
some £230 million in a full year, was not raised from consumers, an 
equivalent sum would have to be found by the Exchequer in terms 
of additional borrowing by the Boards. The gas industry's proposals 
contain a modest allowance of 3 per cent per annum for future cost 
inflation. Those of the electricity industry allowed, in addition, for a 
10 per cent wage increase this year and next. But in that case it 
was not proposed to present them to the Consumer Council until the 
current year's wage negotiations had taken place; and he intended 
to disallow the element of anticipation for the following year's wage 
increase. Domestic tariff increases in these industries were relatively 
infrequent, the last being almost three years ago. When the 
Consumer Councils had reported on the proposals, he would be 
bringing them before EPC again for further consideration, together 
with a fuller assessment of the scope for future cost savings by the 
industries. The Committee would meanwhile consider possible 
means of enabling Ministers henceforward to maintain a closer 
surveillance of the efficiency of the industries and of their financial 
management. 



In discussion concern was expressed about the size of the 
proposed price increases, particularly in domestic tariffs, which 
would bear hard on old age pensioners and poorer households. This 
was a matter to which the Consumer Councils could be expected to 
draw attention; and the Government would be pressed to defer the 
increases unless simultaneous action could be taken to mitigate any 
hardship among those who would be liable to be most affected during 
the winter. The Supplementary Benefits Commission had already 
made proposals to the Secretary of State for Social Services to 
improve the allowances available to old people in order to help them 
to meet heating costs; but administrative considerations would 
almost certainly make it impracticable to act on these suggestions 
before the winter. 

In further discussion it was urged that, whenever an announce
ment of higher gas and electricity tariffs was made, it should be 
accompanied by statements of the Governmenfs plans in relation to 
industrial competition and the future financing and control of the 
nationalised industries. Proposals on both these issues of policy 
would be brought before Ministers for consideration shortly. 

The Prime Minister, summing up the discussion, said that action 
to refer the proposals by the gas and electricity industries for higher 
tariffs to their Consumer Councils should be deferred pending an 
urgent examination of the practicability of introducing concurrently 
improved benefits which would mitigate the effects of these proposals 
on pensioners and poorer households. The Home Secretary and the 
Chancellor of the Exchequer should arrange for further considera
tion to be given by the Ministerial Committees concerned to the 
proposals for price increases in the light of the examination of the 
prospects of mitigating their effects; and the necessary recommenda
tions should be submitted to the Cabinet as rapidly as possible. 

The Cabinet— 

(1) Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

(2) Invited	 the Home Secretary and the Chancellor of the 
Exchequer to arrange for further consideration to be 
given by the Ministerial Committees concerned to the 
issues raised in their discussion, on the lines indicated by 
the Prime Minister with a view to an early report to the 
Cabinet. 
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SECRET 

3. The Foreign and Commonwealth Secretary said that the 
Export Credits Guarantee Department (ECGD) wished to make 
available a credit of £2-42 million to cover the export of a slag 
fuming plant by Messrs. Babcock and Wilcox to a mining company 
in South West Africa. The provision of Governmental financial 
assistance to trade with South West Africa would be contrary to a 
Resolution passed by the United Nations Security Council in July 
1970 on which the United Kingdom and France had abstained. If 
we allowed the credit to be made available, therefore, we should be 
liable to encounter criticism both in the United Nations and at home. 
To refuse to allow the ECGD to exercise their normal commercial 
judgment, however, would probably entail both the loss of the order 
and a deterioration in our relations with the South African Govern
ment, who would be likely to regard our action as the first step 
towards the economic confrontation which we had hitherto sought to 
avoid. The Security Council Resolution was not mandatory; and 
it would be fully consistent with the attitude which we had adopted 
in United Nations discussions and elsewhere to allow the credit to be 
made available. 

In discussion it was pointed out that we had never accepted that, 
for trading purposes, South West Africa should be treated any 
differently from South Africa. Moreover, the previous Administra
tion had sanctioned a very large contract for the purchase of 
uranium ore from South West Africa. There was some indication 
that the South African Government had been exerting pressure on 
the mining firm concerned (which was partly United States owned) 
to seek the credit; and the motivation for the request might 
therefore be political as well as economic. There was general 
agreement, however, that there were no grounds for dealing with 
the matter on other than the normal commercial basis. 

The Cabinet
(1) Agreed that no objection should be raised to the proposed 

grant of an export credit to cover the sale of mining 
plant to South West Africa. 

The Foreign and Commonwealth Secretary said that his recent 
speech at Harrogate, in which he had referred to the need for Israeli 
withdrawal from territories occupied in 1967, had been made in the 
context of a threatened Afro-Asian initiative in the United Nations 
General Assembly to extend the scope of Security Council 
Resolution 242 of November 1967 and had been intended to clarify 

SECRET 
128805-1  B* 2 
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the Governmenfs position in anticipation of any pre-emptive action 
which we might need to take in the Assembly. In the event, the 
predictably adverse Israeli Press reactions had been heightened by 
misreporting of his remarks. But the Israeli Foreign Minister, 
Mr. Eban, was taking a balanced view of the situation; and the 
speech would probably have cleared the air without any lasting 
unfortunate consequences. 

The Cabine t 

(2) Took note	 of the statement by the Foreign and Common
wealth Secretary. 

CONFIDENTIAL 
4. The Cabinet considered a memorandum by the Secretary of 

State for the Environment (CP (70) 94) about the rate support grant. 

The Secretary of State for the Environment said that, on the 
basis of what they considered a reasonable projection of existing 
policies, the local authority associations had put forward bids for 
total expenditure in rate support grant terms of £3,662 million in 
1971-72 and £3,867 million in 1972-73. These bids were not in 
general excessive. Nevertheless, Departments had agreed that, in 
the context of the need to restrain public expenditure, it would be 
defensible to require a reduction of £38 million in 1971-72 and 
£54 million in 1972-73. In public expenditure terms Departments' 
proposals would produce expenditure of £2,932 million in 1971-72 
and £3,070 million in 1972-73. These figures were respectively 
£24 million and £28 million below the existing public expenditure 
estimates, on the basis of which the Cabinet had decided (CM (70) 
24th Conclusions, Minute 2) that a general unattributed reduction 
should be applied to local authority expenditure in Great Britain 
in order to try to produce a saving of £20 million in 1971-72 and 
£25-£30 million by 1974-75. To seek a general reduction of the 
latter magnitude in addition to Departments' proposed reductions 
would be liable to provoke justifiable resentment by the local 
authorities. He recommended, therefore, that the Cabinet should 
revise their decision and should seek, instead, to apply a general 
reduction on local authority expenditure of only £10 million in 
1971-72 and £15 million in 1972-73. Together with Departments' 
proposed reductions and the effects of the Cabinefs other public 
expenditure decisions, including the increased charges for school 
meals and for further education, this more modest degree of general 
reduction would produce total savings of £34 million in 1971-72 and 



£43 million in 1972-73. This would still be more than the larger 
general reduction by itself would have yielded. The resulting total 
expenditure for rate support grant purposes would be £3,596 million 
for 1971-72 and £3,779 million in 1972-73. But, in order to allow 
for unexpected factors which might arise during the negotiations, he 
sought authority to reach a settlement on the basis of an additional 
sum, not exceeding £10 million, without further reference to the 
Cabinet. 

In discussion it was argued that the fact that it now seemed 
possible to reduce local authority expenditure below the levels 
envisaged when the Cabinet had decided on a general reduction of 
£20 million in 1971-72 and £25-£30 million by 1974-75 did not 
justify revising the latter decision. Advantage should be taken of 
this possible increased saving, which was the result partly of 
the Governmenfs other decisions on public expenditure and partly 
of the fact that local authority expenditure had fortuitously proved 
to be lower than had been expected. The proposals of the Secretary 
of State for the Environment would imply an increase of 3 per cent 
in 1971-72 and 4-5 per cent in 1972-73 in local authority 
expenditure in public expenditure terms. 

On the other hand it was pointed out that the increase in much 
local authority expenditure resulted from decisions by central 
Government and from the growth of population. The proposals of 
the Secretary of State for the Environment would still more than 
achieve the savings on local authority expenditure implicit in the 
White Paper " New Policies for Public Spending " (Cmnd. 4515). 
They involved significant reductions in the expenditure proposed by 
the local authorities on individual services. To try to achieve still 
greater savings by insisting on the general reduction originally 
proposed would involve stricter restrictions on the rate support 
grant than the previous Administration had sought to impose. Even 
on the basis of the proposals of the Secretary of State for the 
Environment, local authorities would have to increase their rate 
poundage by, on average, Is. 2d. in 1971-72 and Is. 4d. in 1972-73. 

In further discussion it was suggested that, to the extent that 
the local authorities granted an unacceptably large pay increase to 
their manual workers, they should be made to carry the cost 
without help from the Exchequer. Consideration should also be 
given to the possibility of preventing authorities who gave way to 
the unions' demands in respect of the manual workers from being 
assisted in paying the extra wage bill by precepts on other authorities. 
Pressure should also be put upon local authorities to improve the 
efficiency of their use of labour. 



The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that, in the forthcoming rate support grant 
negotiations the Governmenfs purpose should be to seek to reach 
agreement on figures of expenditure on which the rate support 
grant would be based not exceeding £3,596 million in 1971-72 and 
£3,779 million in 1972-73. The Secretary of State for the 
Environment should, however, have discretion to exceed these limits 
by £10 million if unexpected factors arose in the negotiations, even 
though there was at present no reason to suppose that he would 
need to make use of this discretion. As soon as the report of 
Sir Jack Scamp's inquiry into the dispute over the pay of local 
authority manual workers was available, it would be necessary to 
state the Governmenfs attitude to the reporfs recommendations 
and, if necessary, to make it clear that the local authorities would 
not receive assistance from the Exchequer towards the extra cost 
of any unduly large pay award. Consideration should also be given 
to ways of preventing local authorities who had given way to the 
manual workers' unions' demands from receiving assistance from 
other authorities in meeting the cost of their surrender. 

The	 Cabinet

(1) Subject	 to the Prime Minister^ summing up of their 
discussion, approved the proposals in paragraph 16 of 
CP (70) 94. 

(2) Invited the Secretary of State for the Environment— 

(i) To be guided by Conclusion	 1 in negotiations with 
the local authority associations about the rate 
support grant. 

(ii) In	 consultation with the Chancellor of the 
Exchequer and the Secretary of State for Employ
ment and taking account of the Prime Ministefs 
summing up of their discussion, to consider what 
attitude the Government should adopt about the 
implications for the rate support grant of the 
forthcoming report of Sir Jack Scamp's inquiry 
into the dispute on the pay of local authority 
manual workers. 

(iii) To consider ways of preventing local authorities who 
had conceded the pay claim of their manual 
workers from receiving assistance from other 
authorities in meeting the increased costs involved. 
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CONFIDENTIAL 

5. The Cabinet considered memoranda by the Lord Privy Seal 
(CP (70) 93) and by the Minister of Aviation Supply (CP (70) 100) 
about the attitude to be adopted by the United Kingdom Delegation 
at the European Space Conference in Brussels on 4-5 November, 
1970. 

The Lord Privy Seal said that the fourth meeting of the 
European Space Conference (ESC) would be resumed in Brussels on 
the following day. A critical point had been reached in our policy 
towards European collaboration in space, because we would be 
pressed to join in further studies of the post-Apollo programme of 
the National Aeronautics and Space Administration (NASA), which 
could eventually lead to participation in the space programme of 
the United States. The question had been discussed by the 
Committee on Science and Technology (SCT), which had concluded 
that there were two options open to us. Option A required us to 
participate in studies of the post-Apollo programme until the 
benefits could be assessed; under option B we maintained our 
existing commitments, while declining to participate further in the 
post-Apollo negotiations. There was keen industrial interest in the 
post-Apollo programme; and the form of co-operation offered by 
the United States was attractive. A mission led by the President of 
the ESC had resulted in the United States authorities moving 
towards the European point of view; and there was considerable 
enthusiasm for the proposal among other members of the ESC. Our 
earlier withdrawal from the European Launcher Development 
Organisation had had an adverse effect on European space collabora
tion; and although option A did not go as far as other countries 
desired we should probably be able to reach agreement with them 
on that basis. Option B, however, might cause the French to 
withdraw from the ESC and to seek to put the blame on us. A 
majority of SCT had been in favour of option A, but on the 
understanding that we should take part in the full post-Apollo 
programme only if the studies showed that genuine benefits were 
likely to result. 

The Minister of Aviation Supply said that he had met the 
President of the ESC in London on 27 October to discuss the 
forthcoming conference. The President had said that there would 
be a proposal to set up an interim launcher study fund of $35 million, 
of which the United Kingdom share would be about £4 million. It 
was impossible to regard this as an attractive proposition, since it 
was difficult to foresee any worthwhile outcome. But it would 
probably be acceptable to the ESC if we offered to contribute 
£2 million for studies solely related to the post-Apollo programme. 



In discussion it was argued, on the one hand, that we should 
adopt option A because we could achieve technological advance 
only through European co-operation and we should fall behind 
other European countries if we failed to participate. It was not 
possible to assess the economic worth of the post-Apollo programme 
until after the studies had been made; but there were adequate 
safeguards against our being irretrievably committed if the benefits 
proved to be inadequate. If we refused to take part, there was a 
danger that the French would withdraw from the European Space 
Organisation. This would mean the end of any effective joint 
European space programme, including the development of air 
navigation satellites and telecommunications satellites, in which we 
had a particular interest, and we might acquire a reputation for being 
unreliable European partners. It was essential that we should look 
ahead and keep an open mind about projects such as the post-
Apollo programme so long as they remained promising. 

On the other hand, it was pointed out that there appeared to 
be no clear arguments on scientific, technological or defence grounds 
to justify participation in the post-Apollo programme. The 
dominant question was whether we could afford such projects. We 
had embarked on a programme of financial stringency and could 
not now undertake to participate in a venture which offered only 
doubtful benefits but certainly entailed heavy new expenditure 
without appearing to be pursuing inconsistent aims. Furthermore, 
we should find it more difficult to extricate ourselves in one or two 
years' time after spending £2 million on studies. 

In further discussion the following points were made: 

(a) We could not sustain a contribution to an international 
space programme without a national programme as its 
foundation; and this would inevitably foster further 
pressure to build up space research in the universities 
and elsewhere; with increased expenditure as a 
consequence. 

(b)	 It was clearly understood by the other members of the ESC 
that we had agreed to a joint development programme 
of applications satellites on the understanding that we 
would not contribute to launcher development. There 
was no reason why the applications satellites programme 
should be jeopardised if we refused to participate in the 
post-Apollo programme. 

(c) The United States had enjoyed substantial returns from 
advanced technological projects which were in the 
nature of " spin-off" from their defence programme. 
Our defence effort did not yield the same incidental 
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benefits; and we had had to buy our way into civil 
developments at a high cost. 

id) There were many opportunities for investing in new 
technologies; and we should devote our attention to 
those where we had some special expertise. In terms of 
space technology it would be best to concentrate on 
satellite development, in which we had considerable 
experience. 

The Prime Minister, summing up the discussion, said that the 
decision had to be taken primarily on political grounds. Above all 
we should avoid ambiguity in our position at the ESC. If we 
refused to join the project at the start, it could not be said of us that 
we were unreliable European partners; and it seemed unlikely in 
such a case that the French Government would deliberately destroy 
the European Space Organisation. It was possible, however, that 
they and some other countries might elect to go forward with the 
post-Apollo programme without us. The Cabinet agreed that in 
these circumstances we should adopt option B and should decline 
to participate in new studies of the post-Apollo programme. The 
Minister of Aviation Supply should lead our delegation in Brussels; 
and he should find an opportunity to indicate that the Government 
were unable to support a programme in which the costs and benefits 
were so ill-defined as those of the post-Apollo programme, as 
currently conceived. He should also make it clear that we were 
willing to maintain existing commitments, including participation in 
the applications and scientific satellites programme. 

The Cabinet

(1) Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

(2) Invited	 the Minister of Aviation Supply, in leading our 
delegation to the European Space Conference, to be 
guided by the Prime Ministers summing up. 

SECRET 
*6. The Prime Minister said that in the previous week the 

Chancellor of the Exchequer and he had seen the Governor of the 
Bank of England together with representatives of the banking and 
other City interests concerned with Rolls-Royce's finances. They 
had established at that meeting that it was now expected that the 
original estimate of the cost of developing the RB 211-22 engine 
would be exceeded by £61 million (though estimates of this excess 
apparently varied between £60 million and £73 million depending on 



which version of this engine was taken as the base); and that the 
company expected additionally to lose £45 million on the production 
of the first 500 -22 engines sold. They had been told that the 
company required a further £60 million in order to be able to 
complete the -22 contract. The bankers to the company considered 
that they were already as fully committed as they were prepared to 
be and would not increase the lending facilities which they had 
already made available. The Ministers directly concerned had 
thereafter considered the situation. They had concluded that the 
first steps must be the appointment of a new Chairman 
of Rolls-Royce, Lord Cole, to carry through a managerial and 
probably a financial reconstruction of the company; and the 
appointment of an independent firm of accountants to carry out an 
examination of the company's finances on behalf of the Government 
and advise on the minimal additional sum required for the 
completion of the -22 engine. When these steps had been taken the 
Government could consider proposals by Lord Cole for financial 
assistance. The Governmenfs position had been explained in these 
terms to the company and they were now awaiting a reply: the 
Board of Directors of Rolls-Royce were meeting that morning. If 
the Government, in due course, provided 70 per cent of the 
additional cost of development of the -22 engine, i.e. £42 million, in 
the form of launching aid, this would avoid any risk of involvement 
by the Government in wider responsibility for the company's debts 
and would still leave the City to find a further £18 million if the 
independent firm of accountants confirmed that £60 million was 
indeed required. He had also considered with the other Ministers 
concerned what action should be taken in response to a suggestion 
which had been made by our Ambassador in Paris that the French 
Government would be prepared to bring sufficient pressure on Air 
France to persuade them to purchase a developed version of the 
A300B airbus-the A300B.7 with Rolls-Royce engines. The 
Ambassador had said that the French Government had reason to 
believe that the German Government would also be prepared to be 
more helpful to British interests in this matter than they had so far 
indicated. The Ministers concerned had decided that it would be 
desirable for the Minister of Aviation Supply to send a message to 
his opposite numbers in the French, German and Netherlands 
Governments making it clear that the British Government would 
need to take a decision very shortly on the invitation to participate 
in the development and production of the A300B and in order to 
do so required definite answers as soon as possible as to whether 
the participating Governments were in a position to influence their 
airlines to ensure that they purchased a guaranteed number of 
A300B.7s with Rolls-Royce engines; and whether they were 
prepared to share the costs and risks of launching the RB 211-61 



engine; and if so on what basis. If the Cabinet agreed, a message 
to this effect would be sent immediately with the aim of arranging 
a preliminary inter-governmental meeting at official level before the 
end of the week at which the answers to these questions could be 
ascertained. J 

The Cabine t -
CD Took note, with approval, of the statement by the Prime 

Minister. 

(2) Invited the Minister	 of Aviation Supply to send a message 
on the lines indicated by the Prime Minister to the 
Ministers concerned in the French, German and 
Netherlands Governments. 
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CONFIDENTIAL 

1. The Prime Minister said that Mr. Arthur Lewis, M P, had 
put down a Parliamentary Question for answer that afternoon asking 
for information about the Governmenfs policy in relation to the 
publication of memoirs by former Ministers and suggesting that such 
memoirs should be prohibited until their authors had been out of 
office for at least 10 years. 

He proposed to say, in reply, that there were well-established 
conventions in this field which were designed to maintain the 
standards of British public life and to protect the relationship of 
mutual trust and confidence between colleagues who shared a 
collective responsibility; that the application of these conventions 
in any individual case was mainly a matter of good taste and good 
judgment; and that their voluntary acceptance by all concerned was 
more likely to be effective in preserving them than any arbitrary 
rule. 

He trusted that these conventions would be respected by all 
members of the present Administration. 1  1 

The Cabinet— 

Took note, with approval, of the statement by the Prime 
Minister. 

CONFIDENTIAL 

2. The Prime Minister said that, as a result of the recent 
changes in the structure and organisation of Departments, he had 
reviewed the composition of certain Cabinet Committees. Their 
revised membership would be promulgated forthwith. 

CONFIDENTIAL 
3. The Cabinet were informed of the business to be taken in 

Parliament the following week. 

SECRET 
4. The Foreign and Commonwealth Secretary said that the 

outcome of the United States mid-term elections had on balance 
strengthened the position of President Nixon, but less than he had 
probably hoped. 

SECRET 
1 2 8 8 0 5 - 2 A 2 



Middle East The Foreign and Commonwealth Secretary said that in the 
Previous previous nighfs debate in the United Nations General Assembly 
Reference: a large majority had endorsed a Resolution, sponsored by the 

n o n  a u g n e ( iConclusions1  1 '  countries and to a large extent inspired by the United 
Minute 3 Arab Republic, calling inter alia for an early resumption of the 

mission of the United Nations Secretary-General's Special 
Representative, Dr. Jarring, a renewal of the cease-fire and a review 
of the situation by the Security Council in two months' time. 
Together with a number of other countries we had abstained on this 
Resolution mainly on the grounds that it might detract to some 
extent from United Nations Resolution No. 242 and cast doubt on 
its status as the basis for a solution of the Arab-Israel problem. 

Visit to London The Foreign and Commonwealth Secretary said that in the 
of the Israeli discussions which the Prime Minister and he himself had had with 
Prime Minister the Israeli Prime Minister, Mrs. Meir, on the previous day it had 

appeared that the Israeli Government were prepared in principle 
to accept the recommendations of United Nations Resolution 
No. 242, which called for Israeli withdrawal from the occupied 
territories subject to agreed adjustments of boundaries. But the 
territorial adjustments which the Government of Israel were likely 
to demand in the interests of their security were so considerable that 
it was very doubtful whether they would be negotiable with the 
United Arab Republic (UAR) and Syria. It therefore remained 
uncertain whether the Government of Israel were genuinely 
prepared to negotiate a political settlement or whether they would 
continue, as in the past, to rest on the position of strength which they 
had acquired as a result of the 1967 war. Mrs. Meir had indicated 
that Israel was not prepared to consider the Soviet proposal for a 
joint guarantee by the Soviet Union, the United States, the United 
Kingdom and France of the territories which would be evacuated 
by Israel under an eventual peace settlement: and, given past history, 
the Israeli attitude was perhaps understandable. On the other hand 
Soviet support for the armed forces of the UAR was being 
maintained and intensified and was now being reinforced by 
increased assistance to Syria, where the Soviet Government had 
recently established air bases under their exclusive control. In view 
of the growing threat to Israeli security which these developments 
implied the Government of Israel might yet conclude that in the 
long term their best hope lay in an international settlement, 
internationally guaranteed. 

The Cabinet-
Took note of the statements by the Foreign and 
Commonwealth Secretary. 
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CONFIDENTIAL 
5. The Secretary of State for Employment said that the report 

by Sir Jack Scamp's Committee of Inquiry into the dispute over 
the pay of local authority manual workers had been made available 
to the two sides to the dispute that morning; they were at present 
engaged in separate discussions on it and would thereafter meet 
in the National Joint Council, probably that afternoon. The report 
would not be released until after the National Joint Council meeting 
and meanwhile there was no reliable information as to its 
recommendations. 

In discussion, it was the general view that any public reaction 
by the Government to the recommendations should be delayed until 
the outcome of that day's negotiations in the National Joint Council 
was known; and that it would be better included in a Ministerial 
speech over the coming week-end than made earlier or as a formal 
statement. The primary purpose would be to influence forthcoming 
pay negotiations for other groups of workers. 

The Home Secretary said that the Ministerial Committee on 
Emergencies had reviewed the risk of fires occurring that evening. 
A number of local authorities had arranged to reduce the 
accumulations of rubbish by using contractors or through the 
co-operation of their own labour. One, the Hackney Borough 
Council, had asked for Government help but it had been established 
that they had not consulted the trade unions locally or tried to 
employ contractors before doing so; and in the event they had found 
it possible to engage contractors, for whom the Home Office had 
arranged police protection. In general, chief fire officers throughout 
the country expected to be able to deal with fire calls that evening 
and the Committee had concluded that further publicity might 
stimulate fire raising rather than reduce the hazard. 

The Prime Minister, summing up the discussion, said that the 
Ministers primarily concerned should meet in the course of that 
evening to consider what, if any, public rejoinder would be desirable 
by the Government to the recommendations of the Scamp 
Committee and to any settlement that might be reached later that 
day in the local authority manual workers' pay dispute. 

The Cabinet

(1) Invited the Chancellor of the Exchequer to arrange for	 the 
Ministers primarily concerned to consider later that 
day how the Government should react to the 

1 2 8 8 0 5 - 5 	 B * 



recommendations of the Committee of Inquiry and the 
possible settlement of the local authority manual workers' 
pay dispute. 

The Secretary of State for Trade and Industry said that unofficial 
strikes in the coal industry now affected 50,000 miners and were 
causing the loss of some 100,000 tons of coal a day. This was not 
yet a critical rate of loss, but Emergency Regulations were available 
in draft should it later become necessary to proclaim a State of 
Emergency in order to conserve coal stocks. 

The Cabinet 

(2) Took note of the statement	 by the Secretary of State for 
Trade and Industry. 

CONFIDENTIAL 
6. The Secretary of State for Trade and Industry said that 

arrangements to lighten the tanker Pacific Glory by removing part 
of its oil cargo into other vessels had been hampered by bad weather. 
When it was possible to complete this operation, the tanker would 
be moved and would probably now go to Lyme Bay instead of 
Spithead. Suitable precautions had been taken to deal with any 
escapes of oil that might occur during her passage. 

SECRET 
*7. The Cabinet considered a memorandum by the Chancellor 

of the Exchequer (CP (70) 99) about value-added tax (VAT), to 
which was attached a draft Green Paper. 

The Prime Minister said that the Cabinet would recognise the 
need to maintain complete security on the issues raised in the 
Chancellors memorandum and in the draft Green Paper which was 
attached to it. Major economic and political issues were involved; 
and it would be desirable for the Economic Strategy Committee to 
consider them before the Cabinet were asked to take decisions, 
which clearly could not be taken that day. They would need to 
consider whether they accepted the Chancellors proposal to 
introduce a VAT; and, if so, whether it would be appropriate to 
announce such a decision at this time. Finally, they would wish 
to examine the terms of the proposed Green Paper and, in particular, 
to consider whether it should announce a Government decision to 
introduce VAT or leave the Governmenfs position open. 



The Chancellor of the Exchequer said that the Government 
were committed to the abolition of Selective Employment Tax (SET). 
After much consideration he had concluded that the introduction of 
VAT in place of both SET and Purchase Tax was the most 
satisfactory way of carrying out this commitment. The introduction 
of VAT would also make it easier to switch more of the total burden 
from direct to indirect taxation. If the United Kingdom became a 
member of the European Economic Community (EEC), they would 
in any event be obliged to introduce a VAT on the lines now 
proposed. If his colleagues agreed to the introduction of a VAT, the 
publication of a Green Paper on the lines indicated in the annex to 
his memorandum would be an essential preliminary. It would 
enable HM Customs and Excise to discuss the many complex 
technical problems involved with trade and industry before legislation 
was drafted. If a firm decision to introduce VAT were not 
announced in the Green Paper, the Government would find it much 
more difficult to withstand the opposition to the tax, which would 
undoubtedly be pressed hard. It was essential to introduce the tax as 
early as possible in the life of the present Parliament. He was 
satisfied that the earliest practicable date was the autumn of 1972. 
In order to achieve this the necessary legislation must be enacted by 
April 1972 in order that a statutory register of traders might be 
completed by the autumn of that year. A computer would have to 
be installed before a start was made with the register; and the 
normal delivery time for a computer of the type required was about 
15 months. Thus, a decision was needed in the near future. He 
had considered possible alternative methods of raising the revenue 
required to abolish SET. The late Chancellor of the Exchequer, 
Mr. Iain Macleod, had given an unequivocal commitment in the 
House of Commons that a Conservative Administration would not 
introduce a general pay-roll tax in place of SET. This did not 
necessarily preclude an increase in employers' contributions to the 
National Insurance Fund; but a reasonable increase would not alone 
provide sufficient revenue for the purpose now required. It was not 
possible to extend Purchase Tax to cover services such as restaurants 
and hairdressing nor to introduce specific taxes on these and other 
services. Goods at present untaxed were largely those used by 
industry and commerce. If Purchase Tax were extended to these, 
a tax burden would be placed indirectly on exports which could not 
be refunded as it could be under the VAT system. A sales tax 
collected wholly at the retail stage would involve working with very 
large numbers of retailers; and experience in other countries had 
shown that a sales tax designed to produce revenue on the scale 



required here would be far too readily evaded. VAT at a general 
rate of 16 per cent, with a reduced rate of 5 per cent for, e.g. fuel 
education), would bring in revenue equivalent to the yield of 
Purchase Tax and SET and thus enable the latter taxes to be 
abolished. If it were considered desirable to increase the 
proportion of revenue collected by indirect taxation, the general 
rate of VAT could be raised above 16 per cent which was in the 
middle of the present range of rates in the Member States of the 
EEC. The effect on the retail price index of a VAT at these rates 
would be a rise of just under If per cent. The effect on individual 
commodities, however, would vary considerably. Those goods at 
present subject to the highest rates of purchase tax (55 per cent 
and 36f per cent)—such as furs, jewellery, cars, consumer 
durables, etc.—would, of course, be reduced in price as a result of 
the change. There would be little effect at present on goods subject 
to purchase tax at 22 per cent. Clothing, furniture, household 
articles and other goods at present subject to a purchase tax of 
13f per cent, together with children's clothing and other goods now 
exempt from Purchase Tax, would be increased in price. 
Compensation for the increase in the cost of living would need to be 
provided for old age pensioners and others in receipt of social 
security benefits. An uprating of benefits was due to take place 
in any event in the autumn of 1973; and it would be necessary to 
consider whether special assistance should be provided before then. 
Although the introduction of a VAT would require a net increase 
(after taking account of manpower savings from the abolition of 
Purchase Tax and SET) of some 5,400 to 5,900 Civil Service staff, 
savings in staff as large as this could probably be obtained by the 
mid-1970s by changes in the PA YE income tax system. 

In discussion it was argued that the only effective alternative to 
SET was VAT. A retail sales tax, unless it was restricted to an 
inadequate rate, was so open to evasion that it should not be 
considered as a practical substitute. There was a commitment 
that SET would not be replaced by another form of employment tax; 
and, unlike VAT, an employment tax would bear hardly on exports. 
In any event VAT would have to be adopted ultimately if we entered 
the EEC: to introduce other taxation measures now—for example an 
employment tax—which were inconsistent with the Governmenfs 
pledges and thereafter to change to VAT when we entered the EEC 
was a course of action which could not be contemplated. It was 
desirable that SET should be abolished by the end of 1972; and there 
was every advantage, therefore, in the Governmenfs making an 
early announcement that they intended to introduce legislation 
adopting the VAT. A Green Paper of the kind proposed in 



CP (70) 99, however, was not necessarily the best vehicle for 
explaining the Governmenfs policy. A Green Paper was normally 
published to stimulate discussion of policy. If, however, a firm 
decision on policy were announced, it would be better to publish a 
document which not only explained the working of VAT, which was 
to most people an entirely unfamiliar concept, but forestalled some 
of the criticisms, for example in relation to the scale of resulting 
price increases, which would be made in the absence of authoritative 
estimates. 

It was argued on the other hand that VAT had many important 
disadvantages. It would require a substantial increase in manpower 
in the public service (as well as in trade and industry) which would 
give rise to serious criticism as being inconsistent with the 
Governmenfs objective in reducing the size of the Civil Service. 
The increases in manpower on account of VAT could not be offset 
by savings arising from possible changes in the administration of 
PAYE for some years. The effect of VAT, unless a complex 
differential system were adopted, would be to increase the price of 
essential goods and services and to decrease the price of luxuries. 
It would have a marked effect on the cost of living and would be 
liable to inflate wage claims still further. An employment tax 
which was proportionate to the payroll would have the opposite 
tendency. The Governmenfs policies in relation to agricultural 
subsidies, charges for public services and housing subsidies and 
rents would materially increase the cost of living and alter the 
incidence of taxation: to embark on VAT so soon after inaugurating 
these policies would impose excessive strain. The necessary Bill 
would also be a major element in the 1971-72 legislative programme, 
which was already in danger of being overloaded. It might, 
therefore, be preferable, for the purpose of recouping the revenue 
lost by the abolition of SET, to consider increasing and extending 
Purchase Tax or increasing the employers' National Insurance 
contribution or adopting both these courses. They could either be 
regarded as a substitute for VAT or could be used to supplement a 
VAT at a lower rate than was contemplated in the proposals of the 
Chancellor of the Exchequer. In any event, the possibility of 
maintaining existing rates of tax on luxuries should be re-examined. 
Although a pledge had been given not to replace SET by another form 
of employment tax, this need not preclude an increase in employers' 
National Insurance contributions. Moreover, if the information 
which had become available since these issues had been discussed 
by the Conservative Party before the General Election suggested that 
an employment tax or an increase in employers' National 



Insurance contributions was the right course to adopt in the national 
interest, whether simply or in combination with other measures, this 
possibility should be further examined. If the public were informed 
shortly that VAT was to be introduced in the autumn of 1972, as 
the Chancellor of the Exchequer proposed, the expectation would 
be created that the tax on e.g. cars would be substantially lower if 
purchases were postponed; and this could have the most serious 
consequences for trade and industry. 

The Home Secretary, summing up the discussion, said that it was 
clear that further information and study were needed before a 
decision could be taken whether to adopt VAT. A number of 
alternatives to the replacement of SET and Purchase Tax by VAT 
appeared to exist. VAT could be abandoned in favour of an 
increase in Purchase Tax or an employment tax (or an increase in 
employers' National Insurance contributions) or by these in 
combination; or VAT at a lower rate than that proposed could be 
combined with any or all of these measures. More information 
was needed about the effect of all these possibilities either singly 
or in combination and about the relative advantages and 
disadvantages of the various courses open. Information was also 
needed on the possibility of combining VAT with a special tax on 
luxuries; on the cost of providing adequate compensation for the 
increase in the cost of living to those in receipt of social security 
benefits; and on the best means of preventing postponement of 
purchases in expectation of lower future rates of taxation. 

The Cabinet-
Invited the Chancellor of the Exchequer to circulate a 
further memorandum providing the additional information 
indicated by the Home Secretary in his summing up of 
their discussion. 
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CONFIDENTIAL 

 1. The Cabinet were informed of the business to be taken in the 
 House of Commons the following week. 

SECRET 

2. The Foreign and Commonwealth Secretary said that on 
10th November the United Nations Security Council had debated 
a draft resolution on Rhodesia tabled by the Afro-Asian Group. 
The draft had sought to bind the British Government, in advance of 
any discussions which might be held with the Rhodesian regime, not 
to grant independence to Southern Rhodesia until majority rule had 
been achieved. This was, of course, unacceptable to us. We had 
therefore made it clear that, if the draft resolution were tabled in this 
form in the Security Council, we should have no alternative but to 
veto it; and in the end we had been forced to do so. The Afro-Asian 
Group had subsequently put forward an alternative draft resolution 
in less objectionable terms; and discussions were now in progress 
in New York with a view to securing amendments to this text which 
would enable us to support it. 

The Foreign and Commonwealth Secretary said that HM 
Ambassador in Moscow had been instructed to make an official 
protest to the Soviet Government about the recent incident in which 
a Soviet destroyer had collided with HMS Ark Royal during a night
flying exercise in the Mediterranean. 

The Foreign and Commonwealth Secretary said that a member 
of the Soviet military guard at the Soviet War Memorial in the 
British Sector of Berlin had recently been wounded by a shot fired 
by a German. The question had arisen whether the offence should 
be dealt with by the civil courts in West Berlin or by the British 
military authorities. We were in favour of the latter course, which we 
thought would also be preferred by the Soviet authorities. 

The Foreign and Commonwealth Secretary said that it was 
likely that a treaty between the Federal Republic of Germany and 
Poland would be signed within the next few days. It appeared that 
the parties had failed to reach agreement on the question whether the 
Oder-Neisse line should be regarded as Germany's definitive Eastern 
frontier or whether this issue should be left for final settlement in a 
peace treaty with Germany. The treaty was likely to be non
committal on this point. 



Nationalisation

andCeylon

Chinese
Representation
at the United
Nations

General 
de Gaulle 

The Foreign and Commonwealth Secretary said that the 
 Zambian Government had recently announced legislation designed 

to establish their control of additional foreign enterprises in Zambia. 
The full implication of this legislation had yet to be assessed: but the 
outlook for foreign investment in Zambia was not encouraging. 
Similar legislation was in contemplation in Ceylon, although there 
were indications that the Ceylonese Government might be disposed 
to reconsider their intentions. In both cases, the United Kingdom 
High Commissioners had made appropriate representations with a 
view to safeguarding British interests and the rights of British firms 
to compensation. 

jh  Foreign and Commonwealth Secretary, referring to the e

 United States in the United Nations that r e c e n t d e c l a r a t i o n  b y t h e
 J 

t n e  w e r ey  willing to accept representation of the Chinese Peoples 
Republic in the United Nations provided that the Taiwan regime 
retained their seat, said that this represented a major change in the 
United States attitude which had evidently been under consideration 
for some time. It remained to be seen, however, whether the 
Chinese People's Republic would now be prepared to accept entry 
into the United Nations on a " two China " basis, a solution which 
they had hitherto consistently rejected. If they did, a number of 
other problems would arise, including the question which Chinese 
regime (if either) should occupy the seat on the Security Council at 
present allotted to China. 

The Cabinet
(1) Took note of the statements by the Foreign and Common

wealth Secretary. 
The Prime Minister said that the French Government had been 

gratified by the high level of British representation at the Requiem 
Mass held in Notre Dame, Paris, on 12 November for the former 
President of the French Republic, General de Gaulle. This had been 
attended by His Royal Highness the Prince of Wales, himself, and 
three former Prime Ministers in the persons of Lord Avon, 
Mr. Harold Macmillan and Mr. Harold Wilson. There had been 
little opportunity for political discussion with the large number of 
Heads of State or Government who had attended the ceremony; 
but a number of them had congratulated the Prime Minister on the 
manner in which the British Government were dealing with the 
problems with which they were confronted. The former French 
colonial territories in Africa had been very fully represented: but 
there were notably few representatives of African Commonwealth 
countries. 

The Cabinet
(2) Took note of the statement by the Prime Minister. 



SECRET 

3. The Prime Minister said that, in their discussion of industrial 
affairs on 15 October (CM (70) 30th Conclusions, Minute 2), the 
Cabinet had decided that the Government should work out a strategy 
for dealing with forthcoming pay negotiations and associated 
industrial unrest. A group of Ministers with central responsibilities, 
under the chairmanship of the Home Secretary, had made a 
preliminary examination of the subject and had recommended that 
a standing Cabinet Committee should be appointed for this purpose. 
The Committee would include the chairman of both the Ministerial 
Committee on Emergencies and the Ministerial Committee on 
Economic Policy. It could thus co-ordinate all aspects of significant 
pay disputes; and, together with the Minister directly responsible for 
the industry engaged in any particular pay negotiations, it would 
be available to deal with urgent questions arising in the course of 
the negotiations and requiring immediate decision. The necessary 
arrangements would be made accordingly. 

It was of great importance that the public should understand the 
Governmenfs policy on pay and the economic consequences of 
excessive pay settlements. Ministers should therefore seek to convey 
in their public statements that the country was confronted by a 
problem of wage inflation which had very serious implications; but 
that we were not facing an imminent threat of economic disaster 
that demanded crisis action by the Government. The Ministerial 
Committee on Economic Strategy would shortly be taking stock of 
the economic situation and reviewing the Governmenfs strategy on 
cost inflation, with particular reference to recent pay settlements and 
forthcoming negotiations. 

The Chancellor of the Exchequer said that the Governmenfs 
announcements on 27 October about public expenditure and taxation 
had been well received internationally and had helped to support 
sterling in the markets. But Press reports to the effect that cost 
inflation in Britain was worse than in other countries with similar 
rates of pay increase had helped to create an impression of impending 
crisis. It could be argued that wage costs per unit of output in 
British industry were not, in fact, unsatisfactory; but the acceleration 
over the last year or so in the general level of pay increases was a 
clear indication of increasing cost inflation, which posed a threat to 
the country's future competitiveness in international markets. 
Indeed, the level of profit being made on exports from Britain was 
already almost as low as it had been before the devaluation of 1967; 
and the expectations of success in export markets disclosed in the 
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latest survey by the Confederation of British Industry were at the 
lowest level since the surveys began. 

The Secretary of State for Trade and Industry said that the 
executive of the National Union of Mineworkers (NUM), meeting 
on the previous day, had reaffirmed their proposal to hold a ballot 
of mineworkers on acceptance of the pay settlement reached with 
the National Coal Board (NCB). The ballot would be held in the 
following week. In the meantime, however, the current unofficial 
strikes in the coal mines were causing a substantial loss of production; 
and it had recently been suggested that imports of foundry coke were 
immediately required in order to maintain operations by coke ovens 
at the minimum level necessary to avoid long-term damage. After 
investigation, however, he had concluded that supplies would be 
satisfactory for operations at a minimum level for about the next 
two weeks. In these circumstances, although no Government action 
to. relax the general ban on coal imports should be needed before 
the conclusion of the miners' ballot, he had agreed that the 
Chairman of the NCB should warn the NUM early in the following 
week that during the unofficial strike the NCB's open general licence 
for imports would be used to bring in any essential requirements of 
coal, particularly foundry coke, which were not available in Britain. 

The Secretary of State for Trade and Industry said that 
discussions on 19 November between the Electricity Council and 
the trade unions on the pay claim for a £5 a week increase for manual 
workers would lead either to a settlement or to deadlock and a 
subsequent strike. So far the Electricity Council had not been 
authorised to make any counter offer to the pay claim; but the 
CounciFs Chairman saw little hope of an agreed settlement below 
the range of a 12-15 per cent increase. A pay settlement at the higher 
level might admittedly confirm the impression that pay increases of 
15 per cent represented a currently acceptable level of settlement. 
On the other hand a strike in the electricity supply industry would 
have very grave effects on the economy. 

In discussion it was maintained that an increase exceeding 
12 per cent would have serious implications, both for pay negotiations 
generally, including those for university and schoolteachers, and 
for the development of cost inflation. Despite the damage which a 
strike could cause, a pay increase above 12 per cent would not be 
tolerable. On the other hand the Government could not expect to 
maintain a wholly consistent level of pay increases. Public opinion 
was unlikely to support complete uniformity of treatment if some 
of the workers concerned were low paid or public health and safety 
were put at risk by strikes. The Government should accordingly 
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avoid becoming committed to a policy of resisting every pay award 
of more than a predetermined figure and should risk a strike only 
where they could expect to win public support. 

In further discussion the Cabinet were informed that the 
contingency plans for dealing with the effects of an electricity strike 
were being reconsidered in order to ascertain whether electricity 
output during a strike could be improved by greater use of 
Servicemen than had so far been planned. Concern was also 
expressed about recent increases in violent picketing, of which there 
had been Press reports although no formal complaints had been made 
to the police. It was suggested that the police should take more 
active steps to ascertain whether offences were in fact being 
committed during picketing. The Cabinet were informed that the 
Department of Employment were seeking to establish the facts in 
certain cases and that the Attorney-General was consulting the 
Director of Public Prosecutions. The Government could not give 
instructions to Chief Constables; but the standing advice on the 
subject in the Home Office Consolidated Circular to the Police was 
being re-examined. 

The Cabinet— 

Agreed to resume their discussion at an early meeting. 

CONFIDENTIAL 

4. The Cabinet considered a memorandum by the Home 
Secretary (CP (70) 103) about the payment of supplementary benefit 
and PAYE refunds to strikers. 

The Home Secretary said that the Ministerial Committees on 
Social Services, Economic Policy and Industrial Relations had 
considered a number of possible financial deterrents to strikes. The 
Committees' first proposal was that the amount of a strikers 
personal resources which should be disregarded in the calculation 
of the supplementary benefit payable to his dependants should be 
reduced from the present level of £4 7s. Od. to £1, with the result 
that strikers would be dealt with in the same way as unemployed 
persons. The second was that in the first two weeks following the 
end of a strike supplementary benefit should no longer be available 
in the ordinary way to an employee but should be paid only in cases 
of hardship and should then be recoverable through the employer. 
This proposal would deprive an employee after a strike of what 
amounted to a tax-free gift, when he could obtain a taxable loan 
from his employer. The Committees proposed that these measures 



should be the subject of legislation separate from the Industrial 
Relations Bill. This separate legislation would also deal with certain 
ancillary matters such as the recommendation of the Donovan 
Commission on the definition of a striker for the purposes of 
unemployment benefit and abatement of supplementary benefit for 
individuals who lost their jobs as the result of industrial 
" misconduct ". The Committees had considered whether it would 
be right, in addition, to defer the payment of PAYE refunds during 
a strike and to make supplementary benefit paid to strikers' 
dependants during a strike recoverable afterwards. They had 
reached the conclusion that it would not be right to withhold from a 
striker a refund of his own money, although a reform of the PAYE 
system which was under consideration might have this effect in the 
longer term. As regards the recovery of supplementary benefit paid 
during a strike, the Committees had concluded that, since 90 per cent 
of strikes did not last longer than two weeks and supplementary 
benefit was not payable at all during the first two weeks, the 
damaging effect of this measure on industrial relations, both generally 
and after particular strikes, would outweigh the small practical effect 
which it might exert during strikes. 

In discussion it was pointed out that, even in a strike which 
lasted longer than two weeks, only about half the strikers drew 
supplementary benefit. On the other hand it was argued that this 
did not make the effect of recovering supplementary benefit 
negligible. Such action, apart from discouraging long strikes, which 
was in itself useful, would have a broader psychological effect; and 
the small minority of strikers affected might well influence decisions 
to strike or to continue a strike. It was argued that, although an 
unemployed person could not obtain a PAYE refund as quickly 
as a striker, who was still on his employer^ books, it would be 
wrong to discriminate against strikers as such when it was a question 
of refunding their own money. The deferment of PAYE refunds 
and the recovery of supplementary benefit paid during a strike 
were connected in that, if refunds were deferred, more supplementary 
benefit would have to be paid out. If this was not recoverable, a 
striker would ultimately be better off; if it were, more supplementary 
benefit would be paid out and hence more would have to be 
recovered. The implementation of the Donovan Commission^ 
recommendation would mitigate the severity of the measures 
proposed. But it would involve 150 more staff; and it would be 
desirable to reconsider it. 

The Prime Minister, summing up the discussion, said that the 
Cabinet were disposed to agree that the " disregard" should be 
reduced and that supplementary benefit should be paid after a strike 
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only in cases of hardship and should be recoverable. They would 
wish to reconsider the implementation of the Donovan Commission^ 
recommendation. Legislation to create deterrents to strikers should 
not be delayed. But the Ministerial Committee on Economic 
Strategy would be meeting shortly; and it would be desirable to 
reconsider the arguments, particularly in relation to the proposals 
rejected in CP (70) 103, in the light of the Governmenfs general 
economic strategy. 

The Cabinet— 

Agreed to resume their discussion at an early meeting. 

CONFIDENTIAL 

5. The Cabinet considered a memorandum by the Secretary 
of State for the Environment (CP (70) 104) about the implications for 
rate support grant of the pay settlements reached by the local 
authorities with their manual workers on the basis of the report of 
the inquiry under Sir Jack Scamp (the Scamp Report) which the 
two sides to the dispute had jointly appointed. 

The Secretary of State for the Environment said the amount of 
rate support grant payable in a full year on the difference between 
the cost of the settlement and that of the employers' earlier offer 
would be about £8 million; its rate poundage equivalent would be 
roughly l^d.; and the effect of withholding grant on the difference 
would be slightly under a Id. rate. He had no power to exclude the 
extra costs resulting from the settlement on the basis of the Scamp 
Report from the Increase Order for 1970-71; but it would be 
practicable to exclude them from the figures on which rate support 
grant for 1971-72 and 1972-73 would be based. On the other hand 
he thought that he ought not to do so. The local authorities had not 
been told, either at the beginning of the pay negotiations or when the 
Scamp Committee was appointed, that the amount to be recognised 
for grant would be determined without regard to the outcome. The 
dispute had now been settled; and to withhold grant would amount 
to little more than a demonstration of the Governmenfs displeasure 
and would, moreover, look foolish if the Government themselves 
decided that they must match the settlement in the pay award for 
ancillary staffs of the National Health Service. Local authorities 
already faced a rise of up to Is. 6d. in rates next year; and with
holding grant on the excess costs of the settlement would increase 
this by a further Id. As a punishment this would not be effective, 



whereas it would allow local authorities to place much of the blame 
for the rate increase on the meanness of the Government and thus 
to evade the responsibility which otherwise rested squarely on them. 
Moreover, it was important to place the actions of the local 
authorities in the pay dispute in perspective. Their negotiations were 
begun against the background of a 15 per cent increase awarded to 
the Governmenfs own manual workers from 1 July; and other 
settlements of even higher amounts (e.g. for agricultural workers and 
for some grades in the British Steel Corporation) had been reached 
during the period of the local authorities manual workers strike. But 
the Government had not intervened in the latter dispute. Even so, 
and despite the severe pressures with which local authorities had been 
faced during the strike, only 30 had made individual settlements. In 
these circumstances to reduce grant by the amount of the excess costs 
of the settlement finally reached would be badly received throughout 
local government, whose goodwill and co-operation it was important 
to maintain for the forthcoming negotiations on changes in housing 
finance and on local government reform. The negotiations on rate 
support grant had so far gone well. He had secured savings of 
£5 million in 1971-72 and £8 million in 1972-73 in addition to those 
set out in CP (70) 94; and he would not now need to take advantage 
of the discretion given him by the Cabinet on 3 November to exceed 
his negotiating limits by up to £10 million in each year. In the result, 
he would save £12 million in 1971-72 and £31 million in 1972-73 on 
the estimates contained in the Public Expenditure White Paper. 
Although the local authorities had reacted adversely to the proposed 
further unallocated reduction on expenditure qualifying for rate 
support grant, which they were asked to meet by increased efficiency, 
he would secure the reductions proposed in paragraph 10 of 
CP (70) 94. But an attempt to impose greater unallocated reductions 
to take account of the pay settlement would inevitably cause public 
complaint when the rate support grant settlement was announced. 

In discussion it was suggested that the Government ought to 
grasp the opportunity offered by the current rate support grant 
negotiations to ensure that the extra costs of the settlement were fully 
borne by local government. Ministers had made clear at the time 
their view that the pay offer made by the local authorities prior to the 
strike had been sufficiently generous. The subsequent settlement at 
a higher figure represented a setback for the Governmenfs policy of 
reducing wage inflation. Although the Government had, throughout 
the dispute, given their full backing to the local authorities to stand 
firm against an unwarranted further increase, the latter had appointed 
the Scamp Inquiry without consulting the Government and had 
committed themselves in advance to accept its findings. It would 
accordingly be right to bring home to them their responsibility for 



the excess costs by making sure that these were fully borne by the 
ratepayers. 

It was argued on the other hand that, although a refusal to pay 
grant on the excess might be fully justified, it would cause the 
Government to appear petty and vindictive. To deny a settlement 
on the normal basis would require an unprecedented use of the rate 
support grant arrangements; and it was only the accident of timing 
which made this possible. Such action seemed unlikely, therefore, 
to win the Government political credit or to yield economic 
advantage. It would not of itself reduce inflation; nor would it deter 
inflationary pay settlements in other industries. It would allow local 
authorities to transfer the blame for rate increases on to the Govern
ment. It would be unlikely to win the support of public opinion, 
which in general sympathised with the plight of lower-paid workers; 
and the local authorities could argue that the settlement which they 
had reached did no more than compensate those workers in local 
government for the fact that their pay had for some years lagged 
behind that of workers in other employment. 

But, although the balance of advantage might incline against 
making a specific reduction in rate support grant equivalent to the 
excess costs of the settlement over the local authorities' own pay offer, 
it would be both logical and defensible that local authorities, like 
other employers, should be expected to offset rising wage bills by 
making greater savings in manpower. It would therefore be 
appropriate to increase, through the unallocated reduction in local 
authority expenditure, the pressures upon them to do so. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that there should be no specific reduction in rate 
support grant to offset the excess cost of the pay settlement over the 
cost of the local authorities' offer as it stood before the Scamp 
Report. They nevertheless considered that local authorities should 
be put under additional pressure to absorb these excess costs through 
increased efficiency. The Scamp Report itself had suggested that 
scope existed for higher efficiency through increased productivity 
and in other ways. Instead of the unallocated general reductions 
of £10 million and £15 million to which the Cabinet had agreed on 
3 November, the Secretary of State for the Environment should now 
apply reductions of £10 million and £25 million respectively to the 
amounts on which the rate support grant payments for 1971-72 
and 1972-73 were based. The manner in which this was to be 
presented to the local authorities and to the general public would 
need careful consideration in relation to the Scamp Report and to 
the forthcoming negotiations on the pay of ancillary workers in the 
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National Health Service; and on this aspect of the matter the 
Secretary of State should consult further with the Chancellor of the 
Exchequer, the Lord President of the Council and the Secretary of 
State for Social Services. In addition, he should take appropriate 
steps to impress on those concerned the need for the local authorities 
to reform their pay negotiating machinery and procedures and to 
improve their efficiency in the use of manpower. 

The Cabinet— 

(1) Took note, with approval, of the Prime Minister^	 summing 
up of their discussion. 

(2) Invited the Secretary of State for the Environment to apply 
unallocated general reductions in local authority 
expenditure recognised for payment of rate support grant 
of £10 million in 1971-72 and £25 million in 1972-73, 
instead of the corresponding reductions proposed in 
paragraph 10 of CP (70) 94 and approved at CM (70) 
35th Conclusions. 

SECRET 
6. The Cabinet considered a memorandum by the Secretary of 

State for the Environment (CP (70) 105), to which was annexed a 
memorandum by the Minister for Transport Industries about the 
finances of the Mersey Docks and Harbour Board (MDHB). 

The Minister for Transport Industries said that the MDHB 
had received the report of their consultants, Binder, Hamlyn, which— 
after taking account of various steps which the Board could take 
to improve their financial prospects, including an increase of 
25 per cent in charges, to be followed by a further 20 per cent 
increase—now forecast revenue surpluses rising to £2-6 million 
a year by 1975 instead of the deficits rising to £6-5 million which 
had been predicted at an earlier stage. But they also foresaw 
cash deficiencies totalling £23 million between now and 1973, of 
which £6-5 million would have to be found on 1 January, 1971. 
There was no easy solution to the problem. If the Government took 
no action, there was a grave risk that the port of Liverpool would 
close. This would cause heavy unemployment and widespread and 
unacceptable economic damage both to the region and to our export 
trade; 20 per cent of our total general cargo exports used the port. 
On the other hand the proposals by the MDHB and their merchant 
bankers that the Government should rescue them by providing a 
bridging loan of £20 million or guaranteeing future bond renewals 
were no less objectionable. What was needed was a capital 



reconstruction, coupled with a complete reconstitution of the Board 
and its management. This could only be achieved by private 
legislation; but, even if it were possible to present a Bill by the normal 
deadline of 27 November, it would be a substantial period before 
it could be passed. It was also highly desirable that the management 
should be strengthened immediately. Their recent decision to 
increase their charges indicated that they might be beginning to face 
their responsibilities. But the measures which they had so far taken 
fell short of what was really needed. The Board's resignation was no 
remedy since, under the existing statutory provisions a similar Board 
would be re-elected. The wiser course would be to arrange for the 
Board to delegate their functions to an ad hoc committee appointed 
by the Government. He had managed to secure the services of 
suitable members for such a body, which would be competent to 
manage the port; and he expected to receive the agreement of the 
existing Board, provided that the Government were prepared to make 
special loans of some £5-£8 million to meet their minimum cash 
requirements until the Bill could be passed. It would also be 
necessary to resume payments of grant and loan on the Seaforth 
Dock, which provided the only possibility of a long-term future for 
the port. Both new capital loans and the proposed special loans 
would be secured on the assets of the port and would not be involved 
in the proposed capital reconstruction. This course would ensure 
that a substantial volume of private capital would be retained in the 
port and that the bond-holders and management would bear a large 
share of the cost of their own incompetence. The only alternative 
to cover the period before the legislation could be enacted would be to 
appoint a receiver of the rates. But a statutory trust, unlike a 
company, could not be wound up; and the appointment of a receiver 
would therefore be an unusual procedure, which might well lead to 
protracted litigation. In these circumstances the least disadvan
tageous course would be to undertake a capital reconstruction and 
a reconstitution of the Board, on the lines proposed, by means of a 
private Bill; to provide, in the interim, short-term Exchequer loans 
to cover the cash requirements of the Board; and to resume payment 
of port modernisation grant and loans for the construction of the 
Seaforth Dock. 

The Solicitor-General said that the course proposed by the 
Minister for Transport Industries would not involve the Government 
in any further obligations in respect of the liabilities of the MDHB, 
since the Board's critical financial situation would have been made 
clear at the same time. But there would undoubtedly be political 
pressure on the Government to provide funds to meet the other 



bond maturities. In view of the statutory trust status of the MDHB 
it was not possible to appoint a normal receiver or to wind the 
undertaking up. The Government could apply to appoint a receiver 
of the rates; but, since it was not certain under this procedure that 
the receiver would be appointed in respect of all the secured creditors, 
some might seek execution or the appointment of their own receiver, 
while the unsecured creditors might seek separate execution on the 
Board's assets. While the Government might ultimately prevail 
against these contending claims, extensive litigation might be 
unavoidable; and, if they failed to establish their position in any 
respect, the situation might disintegrate into a complex scramble for 
the assets by the creditors. Moreover, there might be considerable 
difficulty in clarifying the position created by the receivership even 
after the capital reconstruction had been undertaken by private 
legislation. 

In discussion it was suggested that the provision of Exchequer 
loans to help in meeting the Board's immediate cash requirements 
would be liable to be interpreted as yet another case of the 
Governmenfs salvaging an incompetent management. Following 
so rapidly after the special measures which had been taken to assist 
Rolls-Royce this would throw increasing doubt on the credibility of the 
Governmenfs industrial policies and might well be critically received 
by the Governmenfs supporters. If the enactment of the necessary 
Bill to provide for the capital reconstruction were delayed—and this 
seemed very probable—the sums required might be substantially 
larger than the £5-£8 million now envisaged. Moreover, if the 
Government provided funds which would be used in effect to pay off 
in full holders of bonds maturing on 1 January, 1971, they would 
certainly attract very heavy pressure to pay off the others in full; and 
in that case a drastic capital reconstruction—which it was generally 
agreed was essential—might not in fact be attainable. In spite of 
the legal difficulties, therefore, the appointment of a receiver might 
represent the wiser course. If, however, those difficulties were 
judged to be insuperable, it might be better to refrain from any 
intervention. The MDHB could increase their revenue by raising 
charges still further; and if, as appeared unlikely, this resulted in a 
reduction in traffic, costs could be drastically reduced. It was 
primarily the responsibility of the management, the bond-holders 
and the port users to put matters right; and, if there were any 
interruption to port services before their combined efforts could 
make the necessary arrangements, the effect would be no more serious 
than that of previous prolonged strikes. Moreover, if the Govern
ment once showed themselves prepared to provide financial 
assistance, there would be no further hope of securing an improvement 
in the deplorable labour relations in the port, which were certainly 



one of the main factors contributing to the critical position in which 
the Board now found themselves. 

On the other hand there was a serious risk that, if the 
Government refrained from any intervention, the port would be 
closed and it would not be possible for the private interests to 
arrange to salvage the essential elements of its operation. The 
implications for the economy of Merseyside and the North-West and 
for our export trade were unacceptable. Moreover, some of the 
bond-holders might try to put in a receiver of the rates; and, if they 
did so in respect only of their own bonds, the Government might 
again be faced with the dilemma of either themselves seeking the 
appointment of a receiver to protect their interests in respect of their 
capital loans or providing the minimum cash requirements. It was 
essential to ensure that the loss would fall mainly on the bond-holders, 
as would be the case in a company liquidation; and this could be 
achieved by a Bill to provide for a sufficiently drastic capital 
reconstruction. The bulk of the private capital would then, in effect, 
be compulsorily retained in the undertaking in the form of equity 
on which there was little hope of a return. The effect of the 
appointment of a receiver of the rates was too uncertain to enable the 
Government to be sure of retaining control of the situation until 
the capital reconstruction and the reconstitution of the Board could 
be implemented. 

The Prime Minister, summing up the discussion, said that the 
proposal that the Government should make funds available to meet 
the MDHB's immediate requirements and, in particular, to pay off 
the 1 January bond maturities in full presented very serious 
difficulties. He would arrange for the Ministers most concerned to 
give further consideration urgently to alternative methods of dealing 
with the problem and ensuring that the cost of past incompetence 
fell to the maximum extent on the bond-holders and the Board. The 
Cabinet would need to resume their consideration of the matter in 
the following week. 

The Cabine t -
Took note, with approval, of the summing up of then 
discussion by the Prime Minister. 
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SECRET 

1. The Prime Minister said that he had held a meeting of 
Ministers primarily concerned to review Government strategy to 
deal with inflation, with particular reference to recent pay settlements 
and forthcoming negotiations. Without departing from the 
Governmenfs long-term economic strategy and policies, effective 
action must now be taken promptly to curb wage inflation. The 
forthcoming settlements for electricity workers and ancillary 
workers in the National Health Service (NHS) needed to be 
considered against that general background. 

The Home Secretary said that the Committee under his 
chairmanship which had been charged to co-ordinate all aspects of 
significant pay disputes had considered these two sets of negotiations. 
In the case of the NHS they had agreed that the Government had 
little alternative to giving the same award as local authority workers 
had achieved in the recent pay settlement following the Scamp 
Report. There was a traditional link between the pay of NHS 
ancillaries and local authority workers; both consisted of similarly 
low-paid groups; and the Government would not carry public 
opinion in a strike, caused by refusal of the same settlement, which 
put hospitals out of action. A majority of his Committee took the 
view that the Government should, however, take a firm stand on 
the pay of electricity workers. They recommended, the Secretary 
of State for Trade and Industry dissenting, that the Electricity 
Council should be requested not to make an offer of more than 
10 per cent overall, though they should have authority to go up to 
12 per cent " without prejudice " if that would secure a settlement 
at that figure. But, if negotiations were expected to break down 
and lead to arbitration or industrial action, they should ensure that 
the break was made on the basis of a 10 per cent, and not a 12 per 
cent, offer. Within their offer the Electricity Council should also 
ensure that the lowest-paid workers would receive increases sufficient 
to bring them at the minimum to the same levels of pay as 
corresponding local authority workers had been awarded on the 
basis of the Scamp Report. His Committee had recognised the 
potential damage to the economy from a strike of electricity workers 
but had agreed, on balance, that this risk must be faced. They had, 
however, questioned the advice which they had received that it 
would not be practicable to maintain more than 25 per cent of the 
normal output of power stations even if a greater number of 
Servicemen were provided than the 6,000 now assumed in the 
contingency plans. 

The Secretary of State for Trade and Industry said that he had 
sought independent advice from Sir Ronald Edwards, a former 



Chairman of the Electricity Council, on the assertion of the Central 
Electricity Generating Board that additional numbers of men would 
not enable higher electrical output to be maintained. Sir Ronald, 
while unable to give a considered assessment in the time available, 
had advised that the Board's assertion should be regarded as reliable. 
On the general issue of choosing the electricity industry for a firm 
stand against an inflationary wage settlement, his concern was that 
the Government should not enter a battle which it would be difficult 
to win. If only 25 per cent of normal electricity supplies could be 
maintained during an official strike, much of industry would be 
brought to a standstill and there would be serious inconvenience to, 
and indeed hardship for, the general public. The Government would 
come under great pressure to reach a settlement. He would have 
preferred to fight on different ground where there was a better 
prospect of the Governmenfs securing their objectives. If, however, 
the Cabinet took the view that a firm stand on the pay of electricity 
workers would best bring home to public opinion the urgent need 
to moderate the level of pay settlements, he would not dissent. 

In discussion there was general acceptance of the proposal to 
reflect the settlement for local authority manual workers in the 
revised offer to be made for NHS ancillary workers on 20 November. 
Electricity workers, on the other hand, were in general better paid 
than either of those two groups. Despite the potentially serious 
consequences of an official strike of electricity workers, a settlement 
on the basis advised by the Electricity Council, in whose view the 
unions would not agree to less than a 14 per cent increase overall, 
would risk establishing 14-15 per cent as a new norm for the future. 
This would not be tolerable. The proportion of lower-paid 
workers in the electricity industry was only 10 per cent; and it 
should accordingly be possible, within a total offer restricted to an 
increase of 10 per cent or a final settlement not exceeding 12 per 
cent, to ensure relatively generous treatment for these workers and 
so to present a good case to the unions and to public opinion for 
standing on such an offer. Moreover, public opinion would not 
readily accept that a small group of workers should be allowed to 
blackmail the community at large in order to advance its own 
sectional interest. Admittedly, if only 25 per cent of electrical output 
was likely to be available, an official electricity strike could quickly 
paralyse much of industry and impose great hardships on ordinary 
users of electricity. For these reasons it was arguable that the 
electricity industry was the worst choice for a stand against an 
inflationary wage claim. On the other hand, the fact that the 
Government were seen to attach such high importance to arresting 
wage inflation that they were prepared to take a resolute stand in 
face of such potentially serious effects would bring the issue home 
to public opinion more effectively than a stand in an industry which 
did not involve such widespread risks. If the Government were to 



succeed, however, it would be important to prepare public opinion 
in advance in order to engender the will to withstand inconvenience 
and hardship rather than to allow the community to be held to 
ransom. 

In further discussion, the following main points were made: 
(a) It was understood that the electricity industry's negotiating 

agreements provided that either party to a pay dispute could invoke 
arbitration and that the findings would be binding on both parties. 
Arbitration could have unpredictable results; but it would not be 
practicable, save as part of a new statutory regulation of incomes, 
to set guidelines which arbitrators would be bound to follow. 
Moreover, in the light of the Government^ own plans for reforming 
the framework of industrial relations it would be undesirable to seek 
to disturb the standing arrangements governing arbitration in the 
electricity industry, even if these arrangements were not at present 
legally binding on the parties. If, however, the Government had 
to reckon with the possibility of a final settlement being reached by 
arbitration or through the appointment of a Court of Inquiry it 
would be the more important to ensure that the offer on which the 
preceding negotiations had broken down left some room for a final 
settlement at 12 per cent or less. The Electricity Council should 
accordingly not be permitted to go beyond a 10 per cent offer. In 
order to establish the right climate for possible arbitration it might 
be helpful for the Government to give suitable emphasis in the 
meanwhile to the vital importance in the national interest of reducing 
wage inflation and the general level of pay settlements. 

(b) Although the outcome of a dispute which might have to 
be settled ultimately by arbitration or by a Court of Inquiry was 
inevitably uncertain and the final settlement might be higher than 
the Government would have wished, they must nevertheless take a 
firm stand now against an excessive increase. The risk of a strike 
might not be so great as was feared; especially since there was 
reason for thinking that the electricity unions might not be prepared 
to declare an official strike. Nor was it clear that means could not 
be found to maintain more than 25 per cent of electricity supplies 
even if there were an official strike. Such possibilities as enlisting 
retired electrical power engineers and drawing upon the resources 
of electrical consultants and of the Armed Forces to a considerably 
greater extent than so far envisaged should be further examined. 

The Prime Minister, summing up the discussion, said the 
Cabinet agreed that ancillary workers in the NHS must be offered 
terms similar to those accorded to local authority manual workers 
in the recent settlement. In the forthcoming negotiations on the 
pay of electricity workers, however, the Secretary of State for Trade 



and Industry should request the Electricity Council to restrict their 
offer to an increase not exceeding 10 per cent overall and to 
accommodate within that figure reasonably generous provision for 
the lowest paid workers, whose base rates should at least be brought 
up to the level awarded to local authority manual workers in the 
recent settlement. It should be made plain to the Chairman of the 
Council that the Government were resolved to stand on this offer 
in face of industrial action and that the Council were not authorised 
to negotiate a settlement at any higher percentage. If the Chairman 
demurred, the Secretary of State should report the position later 
that day to the Ministerial group under the Chairmanship of the 
Home Secretary; and it might then be necessary to consider giving 
the Council a written instruction. The Cabinet recognised that the 
unions might respond to such an offer by giving immediate notice 
of an official strike. On the other hand they might first seek 
arbitration under the industry's procedures or the appointment of 
a Court of Inquiry. The Secretary of State for Trade and Industry 
should therefore consider with the Secretary of State for Employment 
which of these alternatives would be preferable and how it might 
be achieved: it was most important to influence the climate of 
public opinion within which the negotiations and any Inquiry or 
arbitration would take place and to emphasise the vital need in the 
national interest to halt wage inflation and to reduce current levels 
of pay settlements. The Ministers concerned should give urgent 
consideration to this aspect and to the general presentation of the 
Governmenfs case; and the Ministerial Committee on Emergencies 
should review forthwith all aspects of an electricity strike, including, 
in particular, possible means of maintaining a higher output of 
electricity than was assumed under present contingency planning. 

The Cabinet 
(1) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion. 

(2) Invited the	 Secretary of State for Trade and Industry to 
inform the Chairman of the Electricity Council of the 
basis on which the Government desired the forthcoming 
pay negotiations with the electricity workers to be 
conducted. 

(3) Invited the Home	 Secretary to arrange for the Ministerial 
Committee on Emergencies to re-examine urgently the 
present basis of contingency planning for a possible 
electricity strike. 

(4) Invited the	 Lord President of the Council to consider, in 
consultation with the Chancellor of the Exchequer, the 
Secretary of State for Trade and Industry and the 
Secretary of State for Employment, the public 
presentation of the Governmenfs case. 
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CONFIDENTIAL 

2. The Cabinet considered a memorandum by the Secretary of 
State for Employment (CP (70) 106), discussing whether certain 
provisions in the proposed Industrial Relations Bill should apply to 
the Crown. 

The Secretary of State for Employment said that the consultative 
document on the Industrial Relations Bill had made it clear that the 
Armed Forces and the police would be excluded from the scope of 
the proposed legislation; but the Government had avoided any other 
indication of the extent to which the Bill would bind the Crown. 
Ministers had agreed, however, that in general there should be as 
little differentiation as possible in the BilFs application to Crown 
employees and to other employees. The Ministerial Committee on 
Industrial Relations had accordingly considered the extent to which 
the Bill should apply to the Crown and had reached agreement 
except on two points, the enforceability of collective agreements and 
the disclosure of information by employers. The Bill would provide 
that all written collective agreements between trade unions and 
employers (or employers' organisations) would be presumed to be 
intended by the parties to be legally binding except as expressly 
provided to the contrary; it would also make it possible for any 
party to a procedure agreement to seek to have it made legally 
enforceable upon the order of the National Industrial Relations 
Court (NIRC) where this was thought essential to secure and 
maintain orderly industrial relations. Although it could be argued 
that the application of these provisions to the Crown would introduce 
an undue degree of formality and rigidity into the Whitley Council 
system of industrial relations in the Civil Service, that system was 
in fact paralleled in large organisations in the private sector and 
need not change simply because the legal status of agreements might 
be changed. The arguments for Crown exemption from this 
provision of the Bill could be adduced with equal or greater force in 
the private sector; and, if they were employed to defend Crown 
exemption, the Government would risk undermining their whole 
case for creating the presumption about the legal enforceability of 
collective agreements. 

The Bill would also require employers to disclose information 
to registered trade unions in negotiations, in accordance with 
provisions to be laid down in a code of practice, and to disclose 
information to employees of approximately the kind of present 
given to shareholders. As regards the former requirement there 
would be protection in the Bill for certain types of information, 
which employers generally would not be required to disclose. This 



would include information affecting national security. The 
Ministerial Committee on Industrial Relations had agreed that, for 
the purpose of avoiding inappropriate disclosures of information to 
Civil Service trade unions, the list of types of information exempted 
from disclosure should include those whose release would be 
contrary to the national interest. The Committee had not been able 
to agree, however, whether this exemption from disclosure should 
be established simply by a certificate from a Minister that disclosure 
would be against the national interest and that this certificate should 
be conclusive, or whether, as with the determination of Crown 
privilege applying to documents required for Court proceedings, the 
NIRC should rule upon disclosure or non-disclosure on the basis 
of representations by a Minister, which could, if appropriate, be 
heard in private. On balance the latter course was preferable, since 
in the majority of cases the NIRC would no doubt endorse a 
Minister's refusal of information and the Government would then 
be fully protected against criticism by the Courfs decision, whereas, 
if certificates by Ministers were to be final in this respect, the 
Government could be exposed to the embarrassment of having 
publicly to defend their action in every instance. On the requirement 
for the disclosure of information to individual employees, the 
Secretary of State would be able by regulation to exempt employers 
from the duty in question. There would be some Government 
activities for which the normal disclosure arrangements to employees 
would be appropriate; but he proposed to exempt Government 
Departments for the most part from the obligation and to make 
appropriate regulations in consultation with the Ministers concerned. 

The Lord Privy Seal said that, despite the force of the arguments 
for applying to the Crown the Bill's provisions on the enforceability 
of collective agreements, this would seriously disturb the existing 
informal arrangements for staff relations in the Civil Service, which 
meet the special requirements of Government employment. The 
Governmenfs situation in this respect was different from that of 
private sector employers. If, however, the Government decided to 
apply to the Crown the provisions in question, this would significantly 
limit their freedom of action in relation to future agreements, since 
the National Staff Side of the Civil Service Whitley Council had said 
that, if the Crown were bound in this respect, they would insist that 
the Government should bind themselves to fulfil agreements with the 
Staff Side. In that event the Government would not in future be 
able to impose " pay pauses " or to refuse arbitration as they had 
been able to on previous occasions when the national interest 
required it. As regards the Bill's provisions for the disclosure of 
information it would be preferable to prescribe that certification by 
a Minister should be conclusive against the release of information 
where that would be contrary to the national interest. It was for 
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the Government of the day to determine whether official information 
should be published; and the final decision on disclosure should 
therefore not lie with the NIRC since, if Ministers rejected NIRC 
rulings on disclosure, they would then have to defend their action 
in Parliament and in doing so make it appear that the Government 
were breaking their own law. 

After discussing the issues involved the Cabinet agreed, on 
balance, that the Crown should be bound by the provisions of the 
proposed Industrial Relations Bill on the enforceability of collective 
agreements and the disclosure of information, on the understanding 
that, where the release of information to trade unions would be 
contrary to the national interest, it might be withheld from 
disclosure upon a determination to that effect by the National 
Industrial Relations Court. 

The Cabinet— 

Invited the Secretary of State for Employment to arrange 
for the Industrial Relations Bill to provide accordingly. 

CONFIDENTIAL 
 3. The Cabinet considered a memorandum by the Lord 

P r i v y S e a l  1 0 1 )( c p ( 7 Q )  on Improved Expenditure Decisions by 

 Government. 


The Lord Privy Seal said that the present system for controlling 
public expenditure through the Public Expenditure Survey 
Committee (PESC) was effective in relation to the purposes which 
it sought to achieve; but it did not subject existing programmes to 
regular and systematic analysis, in a way which would enable 
Ministers to relate the objectives of those programmes to the 
Governmenfs strategy as a whole and to achieve a better balance of 
expenditure within the total. The new system of programme 
analysis and review (PAR) proposed in paragraphs 4-7 of his 
memorandum was designed as a complement to PESC to give 
Ministers a better framework within which they could exercise 
options within and between programmes. The Business team, in 
their discussions with Ministers and Officials, had found wide support 
for the objectives of a PAR system such as he was proposing, and he 
sought the Cabinet's approval in principle to its introduction. 

Much detailed work remained to be done by the Business team, 
the Treasury, the Civil Service Department, the Cabinet Office and 
Departments, to discover how the PAR system could best be 



introduced and operated. This would take many months. The 
object would be to apply it flexibly and selectively, concentrating on 
key issues in order to lighten the burden on Departments while 
providing the maximum of assistance to Ministers. 

In discussion it was suggested that the PAR system would place 
an appreciable additional burden on Ministers, who would be 
required to consider the programme reviews collectively. Significant 
numbers of senior officials might also have to be diverted to the 
work; and, at a time when Departments were under strong pressure 
to reduce numbers, the burden could become heavy. The collective 
consideration by Ministers of the programmes of individual 
Ministers might raise questions of Ministerial responsibility; and 
there were many important areas of policy which could not be 
subjected to the quantitative analysis proposed under a PAR system. 
On the other hand all Departments concerned would be fully 
consulted over the introduction and operation of the new system; 
and the staffing implications would be closely watched by the Civil 
Service Department. Some extra effort would clearly be required; 
but it would be kept to manageable proportions by applying the 
new system selectively and concentrating particularly on those 
policy areas where real options existed. Any difficulties foreseen 
by Departments would be taken fully into account in introducing the 
system progressively. 

The Prime Minister, summing up the discussion, said that there 
was general agreement with the aims of a PAR system; but the 
implications of introducing it, particularly in terms of its demands 
on manpower, should be worked out in greater detail. As the next 
step, further discussions should take place between the Civil Service 
Department, the Treasury, the Cabinet Office and the Departments 
concerned; and the Lord Privy Seal should report further to the 
Cabinet when a more detailed scheme had been elaborated. 

The Cabine t 

(1) Took note, with approval, of the Prime Minister^ summing 
up of their discussion. 

(2) Invited the Lord Privy Seal to arrange for the Civil Service 
Department, in consultation with the Treasury, the 
Cabinet Office and other Departments, to make 
recommendations on the ways in which a PAR system 
might be introduced and operated; and to report again 
in due course to the Cabinet. 
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CONFIDENTIAL 
Location of 4. The Prime Minister said that, at his invitation, the Lord 
Government  p i V y Seal was proposing a full-scale review of the extent to which r 

significant numbers of civil servants could be dispersed efficiently 
and economically from the centre of London. A start would be 
made	 with the Social group of Departments (the Department of 
Education and Science, the Department of Health and Social 
Security and the Home Office), followed by the Defence Supply 
group (the Ministry of Defence and the Ministry of Aviation Supply). 
The review, which would be co-ordinated by a Ministerial Committee 
under the Lord Privy Seal's chairmanship with appropriate 
departmental representation, should be completed before the end 
of 1971. 

Although the efficiency of the Governmenfs operations was the 
main consideration, regional policy and environmental aspects were 
also important. The Regional Policy Committee would therefore be 
directly involved in the selection of areas for dispersed blocks of 
work; and it might wish to consider the regional policy aspects of 
any proposals arising out of the review before the matter came back 
to the Cabinet. The proposals had his full support; and the general 
acquiescence of the Staff Side had been secured. He invited the 
Cabinet to endorse them. 

The Cabinet

(1) Took note, with approval, of the Prime Minister^ statement. 

(2) Invited the Lord Privy Seal to	 make an interim report to 
the Cabinet on the progress of the review in six months' 
time. 

Cabinet Office, 
11 November, 1970. 
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CONFIDENTIAL 
1. The Cabinet were informed of the business to be taken in 

Parliament the following week. It was proposed that the House of 
Commons should adjourn for the Christmas Recess not later than 
Friday, 18 December, and resume on Tuesday, 12 January. The 
House of Lords would also resume on that date. 

SECRET 
2. The Foreign and Commonwealth Secretary said that the 

Government of Pakistan currently estimated the number of casualties 
in the recent flood disaster in East Pakistan at 200,000; but the 
eventual total might prove to be as much as double that figure. We 
had already made a donation of £30,000 to assist in meeting the 
immediate needs of the situation. The Chancellor of the Exchequer 
had now agreed that £500,000 should be made available for relief 
purposes and that additional funds should be provided, if necessary. 
In addition, the Minister for Overseas Development, who was visiting 
Pakistan, would be informing the Pakistan Government of our 
willingness to provide assistance under the Food and Aid Convention 
up to the value of a further £500,000. We were also assisting the 
Government of Pakistan by providing emergency transport for relief 
supplies. We had already made available a number of assault craft 
for this purpose; and HMS Intrepid was on her way to the disaster 
area with further assault craft and helicopters. He intended to 
inform the House of Commons that afternoon of the steps which 
we had taken to alleviate the hardship and distress. 

The Chancellor of the Exchequer said that our response to the 
disaster in Pakistan might lead to' appeals for similar assistance in 
future cases. It would therefore be prudent, in any statement which 
might be made in Parliament, to emphasise that the emergency in 
Pakistan was on an unprecedented scale, which called for wholly 
exceptional measures of relief and assistance. 

The Cabinet

(1) Took	 note of the statements by the Foreign and 
Commonwealth Secretary and the Chancellor of the 
Exchequer. 

The Foreign and Commonwealth Secretary said that, in 
accordance with the Cabinefs decision on 5 October, 
HM Ambassador in South Africa had addressed a communication 
to the representative of the Rhodesian regime in that country on 

1 	 B* 



3 November, in order to ascertain whether there was a basis for 
discussions aimed at achieving a political settlement. The regime's 
reply was disappointingly negative. In particular, it suggested that 
the only realistic starting point for any negotiations was one based on 
acceptance of the fact that Rhodesia was " an independent sovereign 
republic in terms of the Constitution of Rhodesia, 1969 ". Moreover, 
the general tone of the communication was such as to enable us to 
interpret it, if we so wished, as virtually putting an end to this 
attempt to establish contact. Nevertheless, we should not be well 
advised to adopt this attitude. The apparently uncompromising 
terms of the reply no doubt reflected the regime's desire to establish 
an initial position of strength; but they probably wished to enter 
into discussion with us. The Ministerial Committee on Rhodesia 
would shortly be invited to consider the basis on which we might 
attempt to carry the matter forward. 

The Prime Minister said that Parliament had already been 
informed that no public statements would be made about the 
exchanges with the regime in Rhodesia. The unauthorised 
disclosures which were already appearing in the Press had probably 
originated in Salisbury: but Ministers should bear in mind the 
necessity of observing complete discretion about our contacts with 
the regime. 

The Cabinet

(2) Took	 note of the statements by the Foreign and 
Commonwealth Secretary and the Prime Minister. 

German- The Foreign and Commonwealth Secretary said that the 
Polish German-Polish Treaty had now been initialled. In the event the 
Treaty parties had agreed to accept the Oder-Neisse line as Germany's 
Previous de facto eastern frontier. We had welcomed this contribution 
Reference: towards removing a long-standing source of tension. CM (70) 37th 
Conclusions, 
Minute 2 

Military	 coup The Foreign and Commonwealth Secretary said that, following 
in Syria expulsion by the Syrian Army of the former Prime Minister of 

Syria, Dr. Nureddin al-Atassi, the army had installed as Prime 
Minister a trade unionist, Ahmed al-Khatib. He had no previous 
political experience; and, although the new regime might be slightly 
more moderate than its predecessor, the change was unlikely to 
affect the situation significantly. 

The Cabinet— 

(3) Took	 note of the statements by the Foreign and 
Commonwealth Secretary. 
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CONFIDENTIAL 

3. The Secretary of State for Trade and Industry said that he 
had held a further meeting with the Chairmen of the Electricity and 
Gas Councils, in order to convey to them the Governmenfs 
determination to arrest the present series of inflationary wage 
settlements. The Chairman of the Electricity Council had agreed 
to make a pay offer which would provide for an increase of no more 
than 10 per cent overall but would also accommodate reasonably 
generous provision for the lowest paid workers. The joint meeting 
between the electricity authorities and the trade unions to conduct 
the negotiations was taking place that day; and the outcome would 
not be known until later. The Electricity Council had discussed 
with his Department the basis of the proposals to be put forward 
at the joint meeting. Since the labour force in the industry was 
being reduced, the Council would work on the basis not of the total 
increase in the wage bill but of average earnings, which were at 
present just under £25, a week; and the Chairman intended to 
propose a revision of the rates for all grades designed to produce 
a standard increase in earnings of 50s. a week, which in percentage 
terms would favour the lower paid. The precise effects on the 
basic wage rates had not yet been fully established; but it was clear 
that the offer would raise the basic rate for lower paid workers in 
the electricity supply industry above the £16 12s. a week awarded 
recently to local authority manual workers. 

In discussion it was suggested that the CouncLTs offer needed 
to be expressed in terms of the increase in basic rates rather than 
the increase in earnings; until this was done the proposal was 
difficult to evaluate or to reconcile with the Cabinefs intentions. 
Officials of the Department of Trade and Industry and of the 
Department of Employment should keep in close and constant 
touch with the development of the CounciFs proposals and the course 
of the pay negotiations; and they should ensure that Ministers were 
fully informed about the final offer, whose public presentation in a 
form that was fully defensible would be of the greatest importance. 

The Secretary of State for Trade and Industry said that in 
negotiations with the British Airline Pilots Association (BALPA), 
the British Overseas Airways Corporation (BOAC) had reached 
agreement upon the formula to be adopted in a pay award for pilots, 
including those flying the Boeing 747 aircraft. But he had so far 
withheld from BOAC the authority to make a specific offer on pilots' 
pay, as requested by the Ministerial Committee on Economic Policy 
(EPC), who had been concerned about the possible impact upon 
other pay negotiations because any negotiable BOAC offer would 
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have to embody increases which, in absolute terms, would be very 
large. There was now a serious risk, however, that, by further 
delaying authority for a specific pay offer, the Government would 
frustrate a settlement altogether and exacerbate relations between 
the airline and its pilots still further. He recognised the danger of 
disturbing the current electricity pay negotiations; but he considered 
that on balance he should inform BOAC that they might expect to 
be authorised to make a specific pay offer in the near future. If 
that day's electricity pay discussions led to a complete rejection by 
the unions of the Electricity Council's offer, and especially if the 
unions thereafter announced their intention of calling a strike, he 
would clearly have no alternative but to tell BOAC that the 
negotiations on pilots' pay must be kept in suspense for the time 
being. If, however, a pay settlement in the electricity supply industry 
was achieved or discussions were maintained within the limits of the 
offer currently approved, he proposed that BOAC should be 
authorised to make a specific pay offer on the basis which EPC had 
last considered. 

In discussion, it was pointed out that, in view of the series of 
pay negotiations which confronted the Government over the weeks 
ahead, an announcement of the proposed BOAC offer, whenever 
it was made, would be likely to be embarrassing. It was suggested, 
however, that a condition of Government agreement at the right 
time to the proposed pay offer for pilots should be that the BALPA 
demand for a six-month trial period of Boeing 747 operations with 
three pilots should be rejected or, alternatively, that the increase in 
pilots' pay should come into effect only when the six months were 
over and the third pilot had been dispensed with. Airline pilots, 
like others with higher incomes, would benefit from the Government^ 
reduction of the rate of income tax and must be prepared to take 
this into account. 

The Lord Privy Seal said that the Ministerial Committee on 
Economic Policy had considered on the previous day the dispute 
over the allowance to be given to some 7,000 craftsmen in 
Government research and development establishments. The Official 
Side had offered increases of £3 a week, amounting to 15 per cent; 
buf the trade unions were seeking to insist on a £4 a week increase, 
representing 19 per cent. The 15 per cent increase was in line with, 
and followed from, the previous Administration^ agreement to a 
general pay increase for the industrial Civil Service, which came into 
effect on 1 July, 1970. But to concede the £4 demanded would be 
to go further than that increase and would be likely to affect the pay 
of equivalent grades in the Atomic Energy Authority as well as the 
pay of the non-industrial staff in the Civil Service who supervised the 
craftsmen. On the other hand to refuse the £4 increase might 
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provoke industrial action by the craftsmen, which would disrupt 
work in some civil and military research and development 
establishments and, in particular, would delay work on testing the 
Concorde airframe, the engines for the Harrier aircraft and the 
A300B airbus. Nevertheless, EPC had unanimously agreed to stand 
on the £3 offer and to refuse the demand for £4; and they had 
stressed the importance of not making a later concession under 
pressure once the Government had decided to stand firm. If there 
were a strike, the arrangements for presenting to the public the 
Governmenfs decision on these negotiations and the merits of the 
case would be concerted with the Lord President of the Council. 

The Chancellor of the Exchequer said that he suspected that a 
firm response by the Government might deter the Trade Union Side 
from taking industrial action. In the public presentation of the 
Governmenfs attitude to these negotiations there would be 
opportunity to demonstrate that they were themselves maintaining 
the policy which they were encouraging other employers to adopt 
and to emphasise that the relatively high increase on which they 
were taking their stand was itself authorised by the previous 
Government. 

The Secretary of State for Social Services said that he would be 
arranging to make, with the minimum publicity, the concession 
agreed at Cabinet on 17 November on the pay of ancillary workers 
in National Health Service hospitals. He would consult the Lord 
President of the Council and the Secretary of State for Employment 
about Press statements on the pay offer and the probable settlement. 

The Cabinet were informed that the laying of the statutory 
instruments in respect of the increase in the salaries of the judiciary 
could not be delayed beyond 2 December if the new salaries were 
to be effective on 1 January 1971. Nevertheless, it was agreed that 
in present circumstances the timing of the action to give effect to 
these, and related, pay increases required further consideration 
before a final decision was taken. 

The Prime Minister, summing up the discussion, said that the 
Secretary of State for Trade and Industry should arrange for an 
interdepartmental analysis of the pay offer being made to electricity 
supply manual workers by the Electricity Council, and should 
consult the Lord President of the Council and other Ministers 
principally concerned about the public presentation of the offer and 
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of the settlement or negotiating deadlock to which it might lead. 
BOAC should be given no authority for the time being to make a 
specific pay offer to their pilots; but the Cabinet might wish to 
reconsider this decision at their next meeting if developments in the 
electricity supply pay negotiations made it appropriate. The 
Cabinet endorsed the conclusion reached by EPC on the pay of 
craftsmen in Government research and development establishments; 
and the Lord President of the Council should arrange for a suitable 
presentation to the public of the Governments policy and the merits 
of their case, as suggested in discussion. He would arrange for 
further consideration to be given to the timing of the action required 
in connection with the salaries of the judiciary. 

The Cabinet— 

(1) Took note, with approval, of the Prime Ministers	 summing 
up of their discussion. 

(2) Invited	 the Secretary of State for Trade and Industry, in 
consultation with the Chancellor of the Exchequer, the 
Lord President of the Council and the Secretary of State 
for Employment, to arrange for— 

(i) An	 analysis of the pay offer by the Electricity 
Council to electricity supply manual workers. 

(ii) Its	 public presentation in the most suitable light 
once the outcome of the pay negotiations was 
known. 

(3) Invited the Lord President	 of the Council, in consultation 
with the Chancellor of the Exchequer and the Lord Privy 
Seal, to secure appropriate publicity for the Governmenfs 
decision on the pay of craftsmen in Government research 
and development establishments. 

(4) Took note that the Prime Minister would arrange for	 further 
consideration to be given to the timing of action to give 
effect to the increases in the salaries of the judiciary. 

CONFIDENTIAL 

4. The Cabinet considered memoranda by the Secretary of 
State for Trade and Industry (CP (70) 107), the Secretary of State 
for Social Services (CP (70) 108) and the Chief Secretary, Treasury 
(CP (70) 109) about proposed increases in gas and electricity prices 
and the possibility of mitigating their effects. 



The Secretary of State for Trade and Industry said that the 
gas industry had proposed increases in charges of some 6 - 3 per cent 
overall, but averaging 8-9 per cent for domestic consumers. These 
did not appear to raise any serious issues. The various Electricity 
Boards had not yet formulated detailed proposals. But they were 
seeking an overall increase of 13 per cent, with average increases 
of about 20 per cent over the country as a whole for domestic 
consumers, although varying in different areas between 17 and 23 per 
cent; in some areas particular consumers would face increases of 
about 25 per cent. He had been invited by the Social Services 
Committee to consider various alternative possibilities—to reduce the 
overall increase to 10 per cent; to make such a reduction and to 
revert to the 1967 relationship between charges to domestic and 
other consumers; or to reduce the measure to 10 per cent overall 
and, in addition, to limit the maximum increase for domestic 
consumers to either 10 per cent or 12 per cent. The effects of 
adopting each of these courses were explained in CP (70) 107. He 
was, however, concerned at the degree of intervention in the Boards' 
affairs which an instruction to reduce the proposed increases in any 
of these ways before submission to the Consultative Councils would 
entail. The additional revenue sought by the industry was the 
minimum required to enable the Boards to meet their objectives; 
and insistence on a major reduction or on an arbitrary shift of the 
impact from domestic to industrial consumers, coupled with the 
intervention which he was having to undertake in respect of wage 
claims, could seriously affect the authority and responsibility of the 
Boards and his relations with them. He therefore proposed that 
the Gas and Electricity Boards should be allowed to submit their 
proposals to the various Consultative Councils, subject only to the 
deletion from their calculations of any special allowance for wage 
increases next year and to some " shading " of the largest percentage 
increases to domestic consumers. The impact on those least able 
to bear the increases might then be to some extent mitigated through 
the supplementary benefit machinery. 

The Chief Secretary, Treasury, said that most of the proposals 
which had been investigated at the request of the Social Services 
Committee entailed a loss of £40 million a year and some could 
cost £70-£80 million a year. Such a reduction in revenue would mean 
a corresponding increase in the amounts which the industry would 
have to borrow for their necessary, and overwhelmingly committed, 
investment. They must either borrow from the National Loans 
Fund or from the market. In either event the Government would 
have to increase taxation or to tighten monetary policy 
proportionately, unless they were prepared to accept a further 
stimulus to inflation. Moreover, the maintenance of charges to 



domestic consumers at uneconomically low levels would tend to 
generate an increase in demand at a time when the industry was 
already pressing for an increase of some £48 million a year in its 
investment programme to provide a reasonable margin of capacity. 
The proposals should be allowed to go to the Consultative Councils; 
and the Governmenfs position should be publicly reserved. The 
Electricity Boards should, however, be encouraged to consider 
" shading " the highest domestic increases in consultation with the 
Consultative Councils. The impact of the proposals on those most 
in need might be met by the proposals which the Secretary of State 
for Social Services would be putting forward, coupled with the 
provision of a lump sum payment to all current recipients of special 
heating additions to supplementary benefits. 

The Secretary of State for Social Services said that he had 
considered how the effects of the gas and electricity price increases 
might be mitigated for those recipients of supplementary benefit 
who were most vulnerable. A general increase in benefit was not 
justified. Some 5-6 per cent of all claimants, however, received 
special heating additions because they were in poor health or 
occupied bad accommodation. The Supplementary Benefits 
Commission had proposed that this scheme should be improved by 
changing the basis of calculation, by substituting new rates and by 
applying these rates by reference to new criteria which would bring 
in large numbers of additional beneficiaries. The cost of the 
improvements would be up to £3^ million in a full year. The scheme 
would, however, take six months to implement; and conversion to 
the new rates would only be complete at the end of June 1971. He 
had considered whether a simpler version of the scheme could be 
introduced more quickly—whether by paying a lump sum to all 
current recipients of special additions or by paying a lump sum to 
those dependent on gas and electricity only or by paying additional 
small weekly sums to all current recipients of special additions. 
After full consideration, however, he had concluded that none of 
the devices would be satisfactory. He therefore recommended that 
the scheme proposed by the Supplementary Benefits Commission, 
which represented a genuine long-term improvement for those whose 
needs for extra heating were greatest, should be adopted. 

In discussion the following principal points were made: 

(a) The increase in charges to domestic consumers could be 
reduced if the Electricity Boards were relieved from having to meet 
the past shortfall on their financial objectives. On the other hand, 
failure to recoup the shortfall would increase the industry's borrowing 
requirement and aggravate the existing problems of demand 
management. 



(b) The increases would be liable, however, to strengthen the 
pressure for inflationary wage settlements and would be particularly 
embarrassing in view of the Governmenfs commitments in respect 
of nationalised industry prices. i 

(c) This was a particularly awkward moment at which to correct 
the past imbalance between charges to industrial and domestic 
consumers by imposing sharp increases on the latter. 

(d) It might be appropriate to let the proposals go forward for 
consideration by the Consultative Councils while reserving the 
Governmenfs position. The Government would then obtain the 
credit for any reductions in the proposals on which they might insist 
at a later stage. On the other hand the main impact on public 
opinion would be that of the largest increase originally proposed. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the scheme for increased special heating 
allowances proposed by the Supplementary Benefits Commission 
should be implemented as soon as possible. They would, however, 
need to give further consideration both to the proposals for mitigating 
in the course of this winter the effects of the proposed increases in 
charges for gas and electricity and to the increases themselves. 
Before they resumed their discussion, however, the Secretary of State 
for Trade and Industry should provide estimates showing both the 
effect on the charges for domestic consumers of electricity, if the 
overall 13 per cent increase proposed by the industry were 
redistributed to retain the 1967 balance between domestic and other 
consumers and the extent to which the charges to domestic consumers 
might be reduced if the previous shortfall on the industry's targets 
were not to be made up. 

The Cabine t 

(1) Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

(2) Invited the Secretary of State for Trade and Industry to 
provide the additional information referred to by the 

, Prime Minister in his summing up of their discussion. 

(3) Agreed to resume their discussion on the following day. 

Cabinet Office, 
19 November, 1970. 
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CONFIDENTIAL 

 1. The Lord President said that the Opposition had tabled a 
 Motion for the Parliamentary debate on aviation supply on Monday, 

23 November, to the effect that the House noted the decision to 
provide a further £42 million launching aid to Rolls-Royce for the 
RB211 engine but regretted the lack of consistency and effective 
accountability in the Governments industrial policy for the private 
sector. 

The choice for the Government lay between tabling an 
amendment to the Motion or simply voting it down. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet agreed that it would be preferable for the Government 
to table an amendment to the effect that the House approved the 
Governmenfs decision to continue the established policy of providing 
launching aid for individual projects, and in particular for the RB 211 
engine, and welcomed the measures which private interests had been 
able to take to deal with the remaining problems of the company. 

The Cabinet— 
Invited the Lord President to arrange for an amendment 
to be tabled on the lines indicated in the Prime Ministers 
summing up of their discussion. 

CONFIDENTIAL 

2. The Secretary of State for Trade and Industry said that in 
their negotiations with the unions representing manual workers in 
the electricity supply industry on the previous day the Electricity 
Council had offered a standard pay increase of 35s. in basic weekly 
rates. This was equivalent to an average increase of 9\ per cent in 
relation to basic rates, although it would represent 11^ per cent of 
the rate for the lowest grade. In relation to earnings, however, the 
average increase would probably be less than 8 per cent. The unions 
had rejected the offer but had agreed to resume negotiations on 
2 December. They had indicated, however, that in the absence of an 
improved offer on that date they would introduce working to rule 
from 7 December. The atmosphere at the negotiations had not 
been wholly unfavourable, and their adjournment postponed the 
threat of industrial action by a fortnight. On the other hand their 
next stage would now come into closer parallel with those on the 
pay of manual workers in the gas and water industries. 
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The Secretary of State for Trade and Industry said that he 
intended to meet the Chairman of the Gas Council before 
25 November, when pay negotiations were due to take place in the 
gas industry. He would be discussing the Councils proposals with 
his colleagues in advance. 

The Secretary of State for Trade and Industry said that, now 
that an immediate breakdown of pay negotiations in the electricity 
supply industry had been averted, he sought authority for British 
Overseas Airways Corporation (BOAC) to table their proposals for 
a settlement with the British Airline Pilots Association (BALPA) in 
order that negotiations between the two sides might be resumed. 
Continued refusal to allow BOAC to put forward specific proposals 
might entail forfeiting the present opportunity of reaching a 
settlement of this longstanding dispute; and the Government would 
be blamed accordingly. The Ministerial Committee on Economic 
Policy had examined BOACs proposals and considered them broadly 
acceptable, subject to firmer assurances about the proposed 
six-month trial period of operating Boeing 747 aircraft with three 
pilots before the complement was finally reduced to two pilots. But, 
although the proposed pay increases could be regarded as 
unobjectionable in percentage terms, the Committee had been 
concerned about the risk of embarrassing repercussions on other pay 
negotiations if the high salaries involved were to receive publicity 
when the offer was tabled. It would therefore be important that the 
negotiations should take place in confidence. 

The Prime Minister, summing up the discussion, said that, 
although the Electricity Council had kept their initial offer below 
their negotiating limit of 10 per cent, it was unfortunate that Press 
reports that morning had represented the offer of 35s. as constituting 
an increase of that order and had thus made it appear that the 
Council had already reached the approved limit. If not corrected, 
these reports might lead to misapprehension if the Council 
subsequently raised their offer to the authorised limit, since the 
revised offer might then be presented as exceeding 10 per cent. The 
Lord President of the Council should therefore take the opportunity 
to allow it to be known that the CounciPs offer represented rather 
less than a 10 per cent increase. It would be undesirable, however, 
to go further and to quote the lower percentage which the 35s. offer 
represented in terms of earnings, since this would risk confusion and 
might imperil the Councils chances of success with the unions when 
negotiations were resumed. 

The presentation of the Governmenfs decision to offer ancillary 
workers in the National Health Service similar terms to those 
achieved by local authority manual workers in the recent pay 
settlement should rest on the relationship between the pay of these 
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two groups of workers and should not include any reference to the 
merits of the offer in respect of lower paid workers. 

The Ministers primarily concerned with pay questions and 
industrial unrest should arrange to meet early in the following week 
in order to consider the forthcoming pay negotiations in the gas 
industry, together with BOACs proposals for a possible settlement 
with their pilots. 

The Cabinet-
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

CONFIDENTIAL 

3. The Cabinet resumed their consideration of memoranda by 
the Secretary of State for Trade and Industry (CP (70) 107), the 
Secretary of State for Social Services (CP (70) 108) and the Chief 
Secretary, Treasury (CP (70) 109) about proposed increases in gas 
and electricity prices and the possibility of mitigating their effects. 
They also had before them a further memorandum by the Secretary 
of State for Trade and Industry (CP (70) 110). 

The Secretary of State for Trade and Industry said that, if the 
Electricity Boards were to recover the full amount needed to achieve 
their financial objectives but also to revert to the 1967 structure of 
tariffs, the increases for large consumers (who had already borne 
increases of about 10 per cent through the fuel cost adjustment) 
would average a further 5 per cent, while those for domestic and 
other consumers would be some 15 per cent. There would, however, 
be difficulty in persuading the Boards to accept increases on this 
pattern, since they were not justified by costs. Alternatively, 
without a recovery of the past shortfall on the financial objective, 
the total price increase would be restricted to about £120 million a 
year; and this would imply an increase of £40 million a year in the 
industry's borrowing requirement. A third possibility would be to 
limit the maximum increase to any consumer to 20 per cent. This 
might involve a loss of revenue of the order of £20 million a year. 
A limitation to, say, 15 per cent, however, would involve a loss of 
revenue of £40 million a year or, if any flexibility were allowed in the 
tariff structure, rather more. In these circumstances the right course 
was to allow the Boards to put their proposals to the Consultative 
Councils, subject only to some marginal " shading " of the largest 
increases. If, however, the Cabinet felt it essential to limit the 
domestic price increase, this might best be achieved by accepting a 
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small shortfall from the financial objective and inviting the electricity 
industry to restrict the domestic increase—other than the off-peak 
increase—below 20 per cent. In this case it would have to be 
accepted that further increases might be needed in about a year. 

The Chancellor of the Exchequer said that it would be possible 
to limit the maximum increase in prices to domestic consumers to 
12 per cent by raising the total increase in charges to industrial 
consumers from 10 per cent to 16 or 17 per cent and accepting an 
increase in the industry's borrowing requirements of £20 million a 
year. This seemed not unreasonable. If, however, the maximum 
domestic increase were to be held down to 10 per cent, the increase 
in the cost to industry or in the borrowing requirement would be 
excessive. 

The Secretary of State for Social Services said that, in the light 
of the Cabinefs decision on the previous day that the scheme for 
increased special heating allowances proposed by the Supplementary 
Benefits Commission (SBC) should be implemented as soon as 
possible, he had given further consideration to the possibility of 
providing some form of interim assistance during the forthcoming 
winter for those most severely affected. But the provision of any 
special bonus related to the rise in gas and electricity prices would 
be a dangerous precedent. Moreover, the recent increase in the 
rates of supplementary benefit still provided a small margin from 
which the price increases could be met. Under the SBC scheme all 
those concerned would be receiving the higher allowances by July; 
and half of them would be drawing the higher rates before the end 
of March, i.e. before the first of the quarterly bills reflecting higher 
charges was presented. In some cases the cost of gas and electricity 
was included in the rent, which was unlikely to be raised in the first 
quarter; and where the supply was regulated by meter it would take 
some time for the meters to be adjusted. Finally, it would remain 
open to any claimants who were exposed to genuine hardship to 
seek an immediate adjustment in the rates of their allowance. In 
these circumstances, and particularly if the proposal to limit the 
maximum increases to domestic consumers were accepted, it would 
be inappropriate to provide a special bonus in advance of the 
implementation of the new scheme. 

The Prime Minister, summing up a short discussion, said that 
the Ministerial Committee on Economic Policy should give further 
consideration to the proposals for increases in the price of electricity 
on the basis that the maximum increase to domestic consumers 
should be limited to some 10 or 12 per cent and that an increase of 
£20 million a year in the industry's borrowing requirement was 
acceptable. Further consideration should also be given to the 
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presentation of the proposals and, in particular, to the question 
whether it would be more advantageous to allow the proposals to 
go forward to the Consultative Councils without commitment on 
the part of the Government and to insist on their reduction thereafter 
or to persuade the Boards to submit amended proposals to the 
Councils while making it clear that the Government had required 
earlier unacceptable proposals to be modified in advance. The 
Cabinet agreed that in the circumstances described by the Secretary 
of State for Social Services it would not be appropriate to provide 
any specific bonus during the forthcomng winter for recipients of 
supplementary benefits in order to meet additional heating costs. 

The Cabine t 

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 

(2) Invited the Chancellor of the Exchequer to arrange for	 the 
proposed increases in charges for electricity to be 
considered further by the Ministerial Committee on 
Economic Policy on the basis indicated by the Prime 
Minister in his summing up of their discussion. 

(3) Agreed, on the basis indicated in the summing	 up of their 
discussion, that no special bonus to meet the additional 
cost of gas and electricity during the forthcoming winter 
should be paid to recipients of supplementary benefits. 

CONFIDENTIAL 

4. The Cabinet resumed their discussion of a memorandum by 
the Home Secretary (CP (70) 103) on the payment of supplementary 
benefit, and PAYE refunds to strikers. 

The Secretary of State for Social Services said that the main 
argument against recovering supplementary benefit paid during a 
strike was that it would seriously damage industrial relations by 
engendering bitterness which would persist after a strike was over. 
About 50 per cent of strikers' families received supplementary 
benefit in the relatively small number of strikes which lasted longer 
than two weeks; and after such a strike the poorest families would 
therefore carry the burden of a substantial debt, which would be 
liable to be repayable over many weeks. Moreover, the measure 
might cause members of the Supplementary Benefits Commission to 
resign on the ground that it represented an abuse of the principles 
of the scheme. If, however, supplementary benefit paid during a 
strike were not recoverable, there was no profit in deferring PAYE 



refunds. To do so would involve increased payments of 
supplementary benefit during a strike; and, since the striker would 
receive his PAYE refund after a strike, he would ultimately be 
better off. 

In discussion it was suggested on the one hand that strong 
measures, such as the recovery of supplementary benefit paid during 
a strike, were now required in order to foster public confidence in 
the Governmenfs determination to redress the balance of power 
between employers and trade unions, even though such measures 
were bound to provoke the hostility of the unions. The recovery of 
supplementary benefit would compel unions to commit their funds 
for long strikes to a greater extent than at present. It might have 
had a marked effect on the strike of the local authority manual 
workers; and its deterrent effect might become more important if, 
as seemed not unlikely, long strikes tended to increase in number. 

It was maintained on the other hand that, while there was 
strong support from public opinion for the measures which the 
Cabinet had already endorsed (i.e. reduction of the " disregard " and 
withdrawal of supplementary benefit after a strike except in cases 
of hardship) there was no assurance of similar support for recovery 
of supplementary benefits paid during a strike; and a proposal of 
this nature might well sour the atmosphere for the discussion of the 
forthcoming legislation on industrial relations. Nor could the 
attitude of employers to undertaking recovery be gauged with 
certainty. Recovery might indeed affect long strikes. But it was 
predominantly the short strikes which damaged the economy; and 
the measure might cause a change in the pattern of industrial action 
in favour of short strikes and working to rule. There would also 
be scope for evasion, for example by a bargain, as part of a wage 
settlement, that an employer would pay off the debts due on account 
of supplementary benefit. 

In discussion of PAYE refunds the difficulties of a statutory 
provision deferring refunds were recognised. But it was questioned 
whether employers should feel under any obligation to keep their 
pay offices open during a strike merely for the sake of making 
refunds. Many firms had to keep their pay offices open for other 
purposes; but employers should not be left under any impression 
that they were obliged to do so simply in order to make tax refunds 
and so to put a striker in a privileged position by enabling him to 
obtain a refund more quickly than an individual who had become 
unemployed through no fault of his own and could not look to his 
former employer for a refund. 

In further discussion it was suggested that the implications of 
subjecting supplementary benefit, and indeed all short-term benefits, 
to income tax should be examined. To levy income tax on such 
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income would constitute a deterrent which might be more acceptable 
than recovery of supplementary benefit paid during a strike, since 
it involved no discrimination against strikers. 

The Prime Minister, summing up the discussion, said that the 
purpose of all the proposals under consideration was to redress the 
balance of power between employers and trade unions. The Cabinet 
agreed that the " disregard" should be reduced and that 
supplementary benefit should not be payable after a strike except 
in cases of hardship, when it should be recoverable. Legislation to 
give effect to these measures and to the abatement of supplementary 
benefit in respect of industrial " misconduct " should be prepared as 
a matter of urgency and introduced as soon as possible. Its 
introduction might increase the hostility of trade union interests 
during the passage of the Industrial Relations Bill, but on balance 
this risk must be accepted. The Cabinet agreed for the present not 
to undertake legislation to defer PAYE refunds or to make 
supplementary benefit paid during a strike recoverable; but these 
proposals could be further considered later in the light of 
developments. The possibility of levying income tax on 
supplementary benefit and other short-term benefits should be 
urgently examined. The Chancellor of the Exchequer should ensure 
that local Inland Revenue offices were not leading employers to 
believe that they were under an obligation to keep their offices open 
during a strike merely for the purpose of paying PAYE refunds to 
strikers. 

The Cabinet-
CD Invited the Secretary of State for Social Services, as a matter 

of urgency, to arrange to prepare legislation to reduce 
the " disregard" to £ 1 ; to limit the payment of 
supplementary benefit after a strike to cases of hardship 
and to make such benefit recoverable; and to abate 
supplementary benefit in cases of industrial 
" misconduct". 

(2) Invited the Chancellor of the Exchequer to— 
(a) Examine the implications of levying income tax on 

supplementary benefit and other short-term 
benefits; and to report further to the Cabinet. 

(b) To ensure that local offices of the Inland Revenue 
were not leading employers to believe that they 
were under an obligation during a strike to keep 
their offices open simply for the purpose of making 
PAYE refunds to strikers. 

Cabinet Office, 

20 November, 1970. 
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CONFIDENTIAL 

 1. The Cabinet were informed of the business to be taken in 
 the House of Commons the following week. 

CONFIDENTIAL 
2. The Prime Minister said that, in view of his forthcoming 

visits to North America in mid-December and to Singapore for the 
Meeting of Commonwealth Prime Ministers in early January, it 
might be necessary to make special arrangements to deal with 
Cabinet business in the weeks ahead. Ministers would be advised 
as early as possible of the meetings which would probably be 
required; and he would be grateful for their co-operation in 
conforming to this timetable. 

The Prime Minister said that Lord Rothschild, who was making 
a preliminary review of the field in which the Central Policy Review 
Staff (CPRS) was to operate, wished to consult individual Ministers, 
and subsequently Permanent Secretaries, about the issues which they 
thought the CPRS might most usefully examine at the outset. He 
was sure that his colleagues would extend their full co-operation to 
Lord Rothschild in his inquiries. 

CONFIDENTIAL 

3. The Secretary of State for Employment said that, as in the 
negotiations on the pay of electricity supply manual workers on 
19 November, the negotiations on 25 November between the Gas 
Council and the trade unions about the pay of gas industry manual 
workers had been adjourned. They would be resumed on 
7 December. The unions had been offered the equivalent of 
the increase of 8-8 per cent in earnings already proposed for the 
electricity supply trade unions. They had rejected this offer but had 
not so far threatened industrial action. Each of the unions in the 
separate gas, electricity and water supply pay negotiations appeared 
to be seeking to defer the critical point in the discussions until after 
the other two industries had reached a settlement. In general, 
however, the reaction of the unions to the pay offers made for 
electricity and gas workers was less extreme than might have been 
expected, although it might well become more intransigent when the 
critical stage was reached. 
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The Cabinet were informed that the Ministerial Committee on 
Emergencies would be considering at an early meeting contingency 
plans for dealing with industrial action to which the pay disputes in 
the gas and electricity industries might give rise in the near future. 

The Secretary of State for Trade and Industry said that the 
Ministers primarily concerned had agreed earlier in the week to 
authorise the British Overseas Airways Corporation (BOAC) to open 
negotiations about an increase in the pay of pilots on the basis 
previously found acceptable by the Ministerial Committee on 
Economic Policy. This was subject, however, to certain specific 
limitations which the Corporation would have to observe. They 
were expected shortly to give the necessary assurances on this score; , 
and confidential negotiations could then begin. 

The Lord Privy Seal said that the Civil Service trade unions 
concerned had been informed on 20 November of the Governmenfs 
rejection of their demand for a £4 a week increase for craftsmen in 
Government research and development establishments. They had 
referred the question to the individual unions, whose reactions were 
not yet known. Some limited and sporadic unofficial industrial 
action had taken place as a result of the Governmenfs decision. 

The Cabinet— 
(1) Took	 note of the statements on pay negotiations and 

threatened industrial action. 
(2) Took note	 that the Ministerial Committee on Emergencies 

would be considering at an early meeting contingency 
plans for dealing with industrial action to which the pay 
disputes in the gas and electricity industries might give 
rise in the near future. 

4. The Secretary of State for Trade and Industry said that on 
23 November the Ministerial Committee on Economic Policy (EPC) 
had agreed on a revision of the proposals for increases in electricity 
prices and had asked for a revision, if possible, of the proposed 
increases in gas prices. These changes would meet the conditions 
laid down by the Cabinet in their previous discussion of the subject. 
The Chairmen of the Gas and Electricity Councils were willing to 
co-operate in making the changes sought by the Government and 
were working out arrangements to put them into effect. The 
procedure for consultation with consumers about the new electricity 
tariff, however, was already so far advanced that it would not be 
possible, as EPC had wished, to revise the tariff before submission 
to the Consultative Council; and it would accordingly be necessary 
to devise other arrangements for ensuring public recognition of the 
Governmenfs action in limiting the increase in charges. 



The Cabinet— 

Invited the Secretary of State for Trade and Industry, in 
consultation with the Chancellor of the Exchequer and the 
Lord President of the Council, to make new arrangements 
for the presentation to the public of the increases in 
electricity prices. 

CONFIDENTIAL 
Liberty 5. The Lord Chancellor said that the Second Reading debate 
of the on the Bill of Rights introduced by the Earl of Arran was to take 
Subject 

place in the House of Lords that afternoon. The main provisions of 
Bill of Rights the Bill sought to define the human rights and fundamental freedoms 

which already existed, to prescribe the rights which no law of the 
land should be allowed to infringe and to give the Parliamentary 
Commissioner a duty to examine every Bill or statutory instrument 
in order to ascertain whether any of their provisions were 
inconsistent with the purposes or provisions of the Bill. The 
Legislation Committee had concluded that the Bill was irremediably 
defective; and he could not advise the House to give it a Second 
Reading. Nevertheless, there was considerable interest in it and 
some sympathy for its objects; and it was bound to attract support 
unless, in criticising it, he could demonstrate in a constructive way 
the determination of the Government to take other measures to 
protect the liberties of the subject according to the undertakings 
given in the Conservative Party's Manifesto at the General Election. 
For this purpose he would need to be able to point to definite action 
by the Government, such as the inquiry into powers of entry on land 
by public officers which the Home Secretary was promoting. It might 
also be possible to indicate sympathy with the concept of vesting in 
the courts administrative jurisdiction in relation to local government, 
although this should not extend to central government. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet agreed that, although the Bill ought not to be allowed 
to proceed, the Government must be seen to adopt a positive attitude 
towards the problems of protecting individual liberty. The question 
of vesting administrative jurisdiction in the courts raised important 
issues, on which no decision could be reached for the purpose of the 
forthcoming debate. It would be open to the Lord Chancellor, 
however, to mention a number of other measures which were under 
consideration, including action to protect the privacy of computer 
records held by public authorities, to redefine the powers of entry 

CONFIDENTIAL 
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on land by public officials and, possibly, to institute a procedure for 
dealing with complaints in the National Health Service. Correspond
ing action in relation to complaints in the field of local government 
was under discussion with the local authority associations; but the 
establishment of an appropriate procedure in this case might have 
to await the reorganisation of local government as a whole. 

The Cabinet— 

Invited the Lord Chancellor, in speaking in the debate on 
the Second Reading of the Bill of Rights, to be guided by 
the Prime Ministers summing up of their discussion. 

CONFIDENTIAL 

Immigration 6. The Home Secretary said that work was proceeding on the 
drafting of an Immigration Bill on the lines set out in the 
Conservative Party's Election Manifesto. As part of the prepara
tion for the introduction of the Bill he hoped to reach an agreement 
with the Governments of Kenya and Uganda whereby, in return for 
an increase in the rate of admission of East African United Kingdom 

. passport holders of Asian origin desiring to enter this country, those 
Governments would relax the various forms of pressure which were 
at present being exerted on these individuals and would readmit 
those East African Asians who were returned to Africa after 
attempting to enter this country without possessing entry vouchers. 
At present the annual quota of admissions was 1,500 heads of 
families. He proposed to increase this to 3,000, while at the same 
time reducing the flow of other Commonwealth immigrants from 
its present level of about 4,000 by at least 2,000. The bulk of the 
reduction would be in the categories of unskilled and semi-skilled 
workers. In parallel, he intended to effect some reduction in the rate 
of alien immigration. 

In discussion it was generally agreed that the Home Secretary's 
proposal, if it resulted in a firm agreement with the Kenyan and 
Ugandan Governments, should help to bring a long-standing 
problem under control. There might be some difficulties in effecting 
the compensating reduction in other forms of Commonwealth 
immigration, which was essential if the change was to be made 
acceptable to domestic opinion. But these difficulties should not be 
insurmountable. The change would not affect the status or 
prospects of United Kingdom passport holders of Asian origin 
domiciled in countries other than Kenya and Uganda. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Home Secretary and the Foreign and 



Oversea


Affairs


Guinea

Vietnam

Commonwealth Secretary should now arrange for negotiations with 
the Governments of Kenya and Uganda on the basis proposed. If 
these negotiations succeeded, the way would be clear for a 
Parliamentary announcement either when the Immigration Bill was 
introduced or at some other appropriate point. 

The Cabinet— 

Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Home Secretary, in 
conjunction with the Foreign and Commonwealth 
Secretary, to proceed accordingly. 

SECRET 
 7. The Foreign and Commonwealth Secretary said that there 

j  j ccessful attempt to invade Guinea by about 
 350 European mercenaries and 50 Guinean Africans. The invaders 

had failed in their presumed objective of overthrowing the 
Government of President Sekou Toure; but they had succeeded in 
their subsidiary purposes of rescuing prisoners and destroying 
installations used by the followers of the guerilla leader, Amilcar 
Cabral. There was little doubt of the complicity of the Portuguese 
Government, although they would certainly deny this when the 
incident came to be investigated by the United Nations mission 
which had been despatched to Conakry. So far as was known, none 
of the Europeans involved in the attempted coup were British 
subjects. i i 

n a c 	  3 e e n  a n u n s U  

The Foreign and Commonwealth Secretary said that the 
ostensible reason given by the United States Administration for the 
resumption of bombing of North Vietnam had been retaliation for 
an attack by North Vietnamese forces on unarmed United States 
reconnaissance aircraft. In reality, however, the United States 
action had been directed to disrupting North Vietnam and Vietcong 
supply routes. It was not known how far the renewed bombing had 
been successful in achieving this objective. The United States 
Government were maintaining their policy of Vietnamisation, for 
which they claimed a considerable measure of success: but they 
evidently thought it desirable to demonstrate from time to time that 
they also retained their capacity to take offensive action when 
necessary. 

The Cabinet— 
(1) Took	 note of the statements by the Foreign and 

Commonwealth Secretary. 



The Foreign and Commonwealth Secretary said that the 
emergency operations by British forces following the cyclone disaster 
in East Pakistan were making a major contribution to the relief of 
hardship and distress. Moreover, appeals for private donations in 
the United Kingdom had resulted in the collection so far of 
the remarkable total of over £1 million. 

In the course of a brief discussion it was suggested that the scale, 
speed and effectiveness of British assistance following the disaster 
deserved to be more widely known. Appropriate publicity for the 
effort involved could be valuable in terms not merely of our 
international relations but also of recruitment to the Forces. 

The Cabinet

(2) Took	 note of the statement by the Foreign and 
Commonwealth Secretary. 

(3) Invited the Foreign	 and Commonwealth Secretary and the 
Secretary of State for Defence to consider how the 
British relief programme for East Pakistan could be 
given more effective publicity. 

The Minister of Agriculture, Fisheries and Food said that 
discussions were currently being held in London with the New 
Zealand Government on the problems created by our decision to 
impose a levy on imports of lamb, for which prices in New Zealand 
had to be fixed in January. The New Zealand authorities attached 
considerable importance to the introduction of the import levy 
charge by stages; and we therefore intended to propose that it 
should be imposed at the rate of Id. per lb. with effect from 1 April, 
1971, and that the full rate of 3d. per lb. should not be imposed until 
12 months after that date. 

In the course of a brief discussion there was general agreement 
that this concession should be made in the interest of securing an 
agreement on imports of New Zealand foodstuffs generally. It was 
essential, however, that the New Zealand Government should not 
only accept the other provisions of the agreement but should also 
publicly commit themselves to doing so. 

The Cabinet
(4) Took note of the statement by the Minister of Agriculture, 

Fisheries and Food and of the points made in discussion. 



Finances of 
the Mersey 
Docks and 
Harbour 
Board 

Previous 
Preference: 
CM (70) 37th 
Conclusions, 
Minute 6 

CM 41 (70) 
SECRET 

8. The Cabinet considered a memorandum by the Secretary of 
State for the Environment (CP (70) i l l ) about the finances of the 
Mersey Docks and Harbour Board (MDHB). 

The Prime Minister said that since the Cabinet had last 
discussed the matter, the Ministers most directly concerned had 
considered it further. There were a limited number of courses open 
to the Government. They could do nothing, in which case if the 
MDHB could not find bridging finance elsewhere, they would have 
to declare themselves insolvent, there would be a scramble for the 
assets and the port might come to a standstill, and it would not be 
possible to make the necessary immediate changes in the manage
ment. The Government could arrange to provide the necessary 
£5-£8 million bridging finance to meet the Board 's immediate cash 
requirements, including those for the repayment of bonds on 
1 January, 1971, while a Bill was passed providing for a financial 
reconstruction; in this way the Government would be able to insist 
on a new management being installed immediately on an ad hoc 
basis and on the long-term reconstitution of the Board. 
Alternatively, the Cabinet could decide not to provide any bridging 
finance but to apply with the consent of the Board for the 
appointment of a receiver of rates on behalf of all the secured 
creditors, thereby gaining the time in which the capital could be 
reconstructed and the management reconstituted by legislation in an 
orderly fashion. It was, of course, still possible that the users might 
put up the bridging finance but present indications were that they 
would not be willing to do so. The majority of the Ministers directly 
concerned felt that the Government should not provide bridging 
finance but should be ready to apply for the appointment of a 
receiver as soon as this was appropriate; that they should, however, 
agree to continue financing the Seaforth Dock project provided that 
the Board agreed to delegate their functions to the proposed new 
Executive Committee. The Government should also accept the 
inclusion of their existing capital loans in the reconstruction of the 
Board's finances and ensure that the pensioners were paid in the 
interim period if the receiver felt unable to do so. The Cabinet 
should be aware that the Board had argued that their troubles were 
in part attributable to the action of the previous Government in 
rejecting or reducing proposed increases in charges, to the advice of 
the Bank of England that they should not make a long-term 
debenture issue but issue bonds for periods up to 30 months, and 
to the threat of nationalisation. These arguments would, however, 
apply to many organisations; the Government could not accept 
liability for the consequences of actions of the previous 
Administration. 



In discussion the following points were made— 

(a) While the port users were likely to agree to a levy on port 
charges for the coming year which would raise some £2 million, they 
were unlikely to agree to put up the remaining bridging finance; it 
was, however, possible that they would offer to contribute part if 
the Government would also contribute. 

(b) To make sure of at least the essential legislation this 
Session, the MDHB proposed to present a Private Bill on Friday, 
27 November, providing for a two-year moratorium on capital 
repayments and a temporary reduction in interest payments. They 
would at the same time announce that they intended to bring 
forward a further Bill to write down their fixed interest capital debt 
by 30 per cent and to create equity share capital to replace the 
written-down portion as well as providing for the creation of a 
statutory company. They were also proposing in the short Bill to 
deal with interim changes in Board membership, providing that all 
the appointments should be made by the Secretary of State for the 
Environment. It was argued that this latter provision might be 
difficult to defend politically and might confer on the Government 
an excessive responsibility for the Board's future development. It 
might be better to wait for the main Bill, when more satisfactory 
provision might be made, possibly involving the appointment of 
Board members by the equity holders. On the other hand it was 
argued that the alternative was to leave the present wholly 
unsatisfactory system in existence; that by requiring the Board to 
transfer their functions to the new Executive Committee the 
Government would in any event be taking a considerable 
responsibility for the Board's actions in the interim period; and that 
while the exercise by the Executive Committee of the Board's 
functions for a time was defensible, if the situation were prolonged 
beyond a few months it might be open to challenge. 

(c) To ensure the co-operation of the MDHB in the appoint
ment of the Executive Committee and in the proposed receivership 
it might be necessary to make it clear that if, but only if, they 
co-operated the Government would continue to finance the 
construction of the Seaforth Dock. 

(d) The MDHB would make a statement when their Bill was 
deposited making clear their intentions and saying that they were 
still exploring ways of obtaining sufficient finance to meet their 
commitments including the maturing bonds. A Government 
holding statement would be needed but, it was argued, there was no 
need for it to be made in Parliament as it would convey no decisions, 
only the Governmenfs acquiescence in the inclusion in the capital 
reconstruction of their existing capital loan. 
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(e) A receiver might feel able to pay the Board's pensioners, but 

if not the Government would have to ensure that they did not 
suffer. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Government should not provide any 
bridging finance, even if the users were prepared to contribute most 
of it. The Secretary of State for the Environment and the Minister 
for Transport Industries should so inform the Board, and it would, 
oi course, be open to the latter to try to find the necessary funds 
elsewhere. Preparation should, however, be continued so that an 
urgent application could be made by the Government to the court 
for the appointment of a receiver of the rates on behalf of all the 
secured creditors as soon as the Board declared themselves insolvent 
or this step became necessary to forestall an application by other 
creditors. The Board should be informed that if they co-operated 
in the appointment of the proposed Executive Committee and (if 
they failed to find other bridging finance) in a receivership, the 
Government would be prepared to continue financing the existing 
Seaforth Dock project; the Cabinet were not, however, prepared at 
this stage to commit themselves to financing any extension to the 
Seaforth works now in hand. The Secretary of State for the 
Environment and the Minister for Transport Industries should 
consider further with the Solicitor-General whether it would be 
possible to arrange for the Executive Committee to exercise the 
Board's functions until a definitive reconstitution of the Board could 
be provided for in the main Bill. If not, it would be necessary to 
agree to the proposed provision giving the power of appointments to 
the Board to the Secretary of State. Arrangements should be made 
for a brief holding statement to be issued by the Government after 
the MDHB had made theirs; it was not necessary for a statement to 
be made in Parliament. While the Cabinet agreed that the pensions 
must be paid in one way or another, no Government commitment 
should be made in the statement. The Chief Secretary, Treasury, 
should ensure that the Governor of the Bank of England was 
informed of the position in view of its possible implications for the 
bond market. 

The Cabinet 
(1) Took	 note with approval of the summing up of their 

discussion by the Prime Minister. 
(2) Agreed that	 no bridging finance should be made available 

to the Mersey Docks and Harbour Board from 
Government sources. 

(3) Agreed that the Government should, if necessary, seek the 
appointment of a receiver of the rates on behalf of all 



the secured creditors of the Mersey Docks and Harbour 
Board and, if he felt unable to arrange for payment of 
pensions, to provide funds for that purpose. 

(4) Invited the Secretary of State for the Environment	 and the 
Minister for Transport Industries— 

(i) To inform the Mersey Docks and Harbour Board of 
the position and arrange with them for the 
appointment of the proposed Executive Committee 
and for their co-operation, if necessary, in the 
appointment of a receiver. 

(ii) To	 arrange, in consultation with the Solicitor-
General— 

(a) For further consideration to be given urgently 
to the need for the inclusion in the Mersey 
Docks and Harbour Board's short private 
bill of interim provisions for appointments 
to the Board. 

(b) To make the necessary preparations for 
appointment of the receiver. 

(iii) To arrange, in consultation with the Lord President, 
for a brief Government statement to be made on 
the lines indicated in the summing up of the 
discussion. 

(5) Invited	 the Chief Secretary, Treasury, to inform the 
Governor of the Bank of England of the position. 
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1. The Foreign and Commonwealth Secretary said that the 
Minister for Overseas Development, on returning from his visit to 
Pakistan, had reported that the relief operations by British forces 
had been very efficiently conducted and had reflected great credit 
on all concerned. There appeared to be little risk of widespread 
starvation or major water shortage and no danger of epidemics; 
and our relief units were therefore concentrating on building up 
depots for supplies which would be handed over to the Pakistani 
authorities when they withdrew. Initially, the Government of 
Pakistan had incurred considerable criticism, both in Pakistan itself 
and more widely, for their alleged passivity in the face of the 
emergency. But they had had to deal with a very difficult problem 
in an area where communications, which were at the best of times 
inadequate, had been largely destroyed in the disaster; and they 
now seemed to be establishing control of the situation. Extremist 
elements, however, were seeking to take advantage of the impending 
elections in Pakistan to exploit our efforts by mounting a campaign 
against the presence in Pakistan of " armed foreign troops in the 
guise of relief". President Yahya Khan had maintained a 
commendably robust attitude in the face of these accusations. But 
it would be unfortunate if the presence of our forces were to become 
an issue in the elections; and it might therefore be advisable for the 
troops to be withdrawn by 12 December, although they might be 
able to remain for a further week if this seemed necessary. 

The Prime Minister said that it would be regrettable if we were 
charged with leaving before the work of relief had been completed. 
It might be possible for elements of the Royal Navy to continue 
operations without incurring criticism of the kind which had been 
mentioned. Subject to these considerations it would probably be 
right to withdraw our forces. But the President should be consulted 
before a decision was taken; and any arrangements for withdrawal 
should be concerted with the Government of Pakistan. 

The Cabinet-
Took note of the statements by the Foreign and 
Commonwealth Secretary and the Prime Minister. 

SECRET 

*2. The Cabinet considered a memorandum by the Foreign 
and Commonwealth Secretary (CP (70) 113) making proposals on 
the terms and timing of the Governmenfs announcement of their 
intentions in the matter of the supply of arms to South Africa. 
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The Foreign and Commonwealth Secretary said that in 
formulating these proposals he had taken account of the results of 
the lengthy discussions which the Prime Minister and he himself had 
had with leaders of other Commonwealth countries on the 
Governmenfs intention to resume limited arms sales to South Africa. 
If we were to adhere to the policy which had been worked out in the 
context of the Simonstown Agreement and in conformity with its 
spirit, the formula proposed in paragraph 5 of CP (70) 113 offered 
the best prospect of achieving our aims of retaining the Simonstown 
facilities, securing the acquiescence of as many Commonwealth 
countries as possible in our policy and minimising the risk of a 
major threat to the cohesion of the Commonwealth. The essential 
elements in this formula were: the restriction of supplies to spares, 
to Wasp helicopters for the frigates supplied under the Simonstown 
Agreement and to other equipment and arms necessary to maintain 
South African maritime defences at their present level of efficiency; 
an undertaking by the South African Government not to use these 
arms for purposes other than the defence of the sea routes; and an 
offer by ourselves to study, in conjunction with other Commonwealth 
countries, the question of the security of the Indian Ocean 
area as a whole in order to ascertain whether a broader basis for 
its defence could be devised. As regards the timing of any 
announcement of our decision the considerations set out in CP (70) 
113 suggested that the balance of advantage inclined in favour of 
deferring any disclosure of our intentions until the forthcoming 
Meeting of Commonwealth Prime Ministers at Singapore. There 
were now, however, additional arguments for postponement until 
then. It seemed probable that the report by the United Nations 
investigating team would confirm Portuguese complicity in the recent 
seaborne operations against Guinea; and the possibility that South 
Africa might also be implicated could not be excluded. It would be 
wiser to allow the United Nations the opportunity to complete their 
examination of this episode before publicly stating our position 
about the supply of arms to South Africa; and this consideration 
was reinforced by the fact that the General Assembly would have 
adjourned by the time of the Singapore Meeting, while the 
composition of the Security Council should by then have changed 
to our advantage. 

In discussion it was recognised that, however an announcement 
was timed, a policy decision on the lines envisaged in CP (70) 113 
would entail significant risks. Apart from the danger that some 
members of the Commonwealth might withdraw from membership, 
others might seek to run down their sterling balances or adopt an 
unco-operative attitude in the renegotiation of the undertakings on 
sterling holdings which had been given under the Basle Agreement 
and would shortly have to be renewed. Moreover, although the 
majority of the Governmenfs supporters would probably endorse 



the proposed decision, others, particularly among the younger 
members of the Conservative Party, would regret it. Finally, even 
though an announcement would be so timed as to minimise the 
prospect of hostile demonstrations directed against United Kingdom 
residents in Africa and HM Representatives there would have taken 
all possible precautions in advance, there would undoubtedly be 
some risk to British communities overseas. These factors, however, 
must be weighed against the political arguments in favour of 
adhering to the Governmenfs declared policy and the strategic 
importance of retaining South African facilities and the co-operation 
of South African forces in the defence of the Indian Ocean. On 
balance these considerations were decisive. 

On timing there was general agreement that it would be 
preferable to defer any announcement until after the start of the 
Singapore Meeting, during which our position would be made clear 
to other Commonwealth Heads of Government on the lines of 
paragraph 5 of CP (70) 113. The formal public statement of the 
Governmenfs decision should be reserved until it could be made 
in Parliament after the Meeting had ended. But it would be difficult 
to avoid premature disclosures of our intentions from the Singapore 
Meeting; and it would be preferable, therefore, that discussion of 
the subject at Singapore should so far as possible take place towards 
the end of the proceedings. 

In further discussion the following additional points were made: 

(a) It was unlikely that the South African Government would 
feel able to maintain the Simonstown Agreement unless we were 
prepared to announce our willingness to sell, in addition to spares 
and Wasp helicopters, the naval equipment defined in paragraph 5 (c) 
of CP (70) 113. If we did so, however, there was a good chance 
that they would subscribe to an undertaking about the use of these 
arms which most reasonable people would regard as satisfactory, 
although, since their African neighbours had already rejected their 
offer of non-aggression pacts, they might be reluctant to give a 
specific undertaking not to use the arms supplied by us for 
aggression against neighbouring States. 

(b) The broadening of the defence issue to cover the whole 
Indian Ocean area rather than merely the Cape route, combined 
with the offer to confer with other Commonwealth countries at 
Ministerial level, should help to convince informed opinion that our 
fears for the safety of the area were genuine. 

(c) Even with the maximum of goodwill other countries could 
not provide in less than 5-10 years forces and facilities which would 
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be an adequate substitute for those at present made available by 
South Africa. We could not, therefore, accept the proposal, which 
would almost certainly be made to us at the Singapore Meeting, 
that we should defer a decision on the supply of arms to South 
Africa until after the proposed discussions on the security of the 
Indian Ocean area had been completed. Moreover, the cost of 
providing alternative facilities would be high. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the recommendation in CP (70) 113 that we 
should act in accordance with the spirit of our obligations under the 
Simonstown Agreement. As regards timing they agreed that no 
announcement should be made in advance of the Singapore Meeting 
or at the Meeting itself. During the course of the proceedings at 
Singapore, however, he would seek so to arrange the discussion that 
Commonwealth leaders would be left in no doubt that the United 
Kingdom Governmenfs position was as indicated in paragraph 5 of 
CP (70) 113. Although we should try to avoid any public 
announcement of our intentions at Singapore, some of the discussions 
were bound to be heated; and the inevitable disclosures would lead 
to speculation and comment by the Press in this country and 
elsewhere. It was to be hoped, nevertheless, that it would be possible 
to resist demands for a Parliamentary debate before the Singapore 
Meeting had ended and it was possible to report its outcome to 
Parliament. But, if such a debate proved unavoidable, he might 
himself fly home, if necessary, in order to take part in it. The 
Foreign and Commonwealth Secretary should now discuss in 
confidence with the South African Government the terms on which 
they would be prepared to give an undertaking about their use of 
any fresh arms supplies, on the lines of paragraph 5 of CP (70) 113. 
Meanwhile in the interests of securing the least unfavourable 
outcome of the Singapore Meeting, it was essential to avoid any 
disclosure of the views expressed, and the conclusions reached, in 
the present discussion. 

The Cabinet— 

(1) Took note, with approval, of the Prime Minister^	 summing 
up of their discussion. 

(2) Invited	 the Foreign and Commonwealth Secretary to 
ascertain the terms in which the South African 
Government would be willing to give a public 
undertaking not to use arms supplies for purposes other 
than maritime defence. 
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SECRET 
*3. The Cabinet considered a memorandum by the Minister 

of Aviation Supply (CP (70) 112) about airbuses and the RB211 
engine. 

The Prime Minister said that, since the last discussion in 
Cabinet of the various proposed airbus projects, the French, German 
and Dutch Governments had been asked to give us further indications 
of the extent to which they were able and willing to influence their 
national and independent airlines to purchase A300B 7 aircraft with 
Rolls-Royce engines, and the total number of such aircraft which 
their airlines were likely to purchase. They had also been asked 
to provide their detailed analysis of the total sales expected for the 
A300B with and without Rolls-Royce engines; and they had been 
invited to indicate whether they were willing to share the costs and 
risks of launching the RB 211-61 engine and, if so, on what basis. 
The answer was almost wholly negative and gave us no assurance 
that the European national airlines would buy the A300B 7 with 
Rolls-Royce engines or that other Governments would contribute 
to the engine launching costs. On the other hand it had emerged 
that the other European Governments were now seriously 
considering the need for the establishment of a joint European 
aero-engine firm and for further integration among the airframe 
manufacturers. This seemed likely to be true irrespective of our 
decision on the A300B. The other airbus project now before the 
Cabinet was the BAC 311. This would require large-scale 
Government expenditure, which would make it impossible to achieve 
the savings which it had been agreed should be achieved in the field 
of technology in the course of the recent public expenditure review. 
The BAC 311 would, moreover, be in competition with the A300B 
with the disadvantages which that involved. The alternative was to 
provide Government support for neither of the airbus projects. In 
that case British European Airways (BEA) were likely to buy the 
Lockheed TriStar. This would not be particularly advantageous or 
disadvantageous in our political relations with other European 
Governments; but it would increase sales of the RB 211-22 engine 
and hence the return on the Governmenfs investment in it. The 
detailed arguments for and against the various courses were set out 
in CP (70) 112. 

In discussion the following points were made: 

(a) The BAC 311 was clearly the most desirable project from 
the point of view of the British aircraft industry. Its rejection might 
lead to the loss of the British Aircraft Corporation (BAC), Weybridge, 
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design team and might damage the prospects of ancillary industries. 
There was considerable doubt, however, about the capacity of 
Rolls-Royce to develop the RB 211-61 engine satisfactorily at the 
same time as its other important engine projects. To go forward 
with the BAC 311 with American engines would damage the 
reputation of Rolls-Royce; it would be bitterly opposed by the 
French, German and Dutch authorities; and it would remove all 
pressure from BAC to consider their future in realistic terms and in 
a European context. Moreover, we could not afford the BAC 311 as 
well as the other growing demands on public expenditure. It was 
unlikely that the City would be prepared to provide any funds for 
development of the -61 engine; and the Government would therefore 
have to provide a minimum of £144 million for the project, a figure 
which was subject to further escalation. Rolls-Royce would have 
been offered a total of £159 million in public funds in relation to this 
series of engines alone within three years. The costs would exceed 
the provision for unallocated aircraft projects in the public 
expenditure forecast and would not allow the savings to be achieved 
to which the Government were committed in the White Paper on 
New Policies for Public Spending (Cmnd. 4515). We could not 
afford both Concorde and the BAC 311. The decision on the latter 
could not be delayed. Moreover, in view of the success so far of 
the tests and of progress on the design of the new nozzle it seemed 
unlikely that it would be possible to withdraw from the Concorde 
project even in March. While the French would agree to the ending 
of the project if the airlines refused to buy it, that might not become 
clear until considerably later. 

(b) In view of the latest discouraging reply from the three 
Governments, the A300B project was not worth pursuing. It would 
not provide a satisfactory basis for launching the RB 211-61 engine 
even if the Government were prepared to fund the latter. Joining 
the consortium to build American-engined A300Bs would gain us a 
comparatively small amount of work beyond that already allocated 
to Hawker Siddeleys; indeed, our total share of the project would 
be less than our share of the Lockheed TriStar. The Government 
would almost certainly lose at least £30 million. It would be difficult 
to represent a refusal to join the consortium as an anti-European 
action if we did not support the BAC 311 either; the A300B was a 
European airframe with an American engine, while the TriStar was 
the reverse. 

(c) To support neither the BAC 311 nor the A300B was not a 
negative decision. It would be welcomed by many as a sign of 
realism. And it would clear the way for BEA to buy the TriStar 
and so enable us to obtain some return on our large investment in 
the RB 211-22 engine. 



(d) A decision not to contribute to the A300B was unlikely to 
damage the prospects of reorganisation of the European aero-engine 
industry. It might, however, delay moves towards integration 
among the airframe companies; and rejection of both proposals 
might weaken the position of the British airframe firms in any 
eventual merger. 

(e) A number of the Governments supporters had been strongly 
in favour of the BAC 311; but it was believed that their enthusiasm 
had waned somewhat since the position of Rolls-Royce had become 
known. 

(/) Other large items of public expenditure, for instance 
investment in electricity generation, should be subject to as rigorous 
scrutiny of the real return on marginal expenditure as was applied 
to assistance to the aircraft industry. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that there would be no advantage in rejoining the 
A300B consortium. They also agreed that it would be inappropriate 
to support the BAC 311 project with an American engine. The 
Cabinet recognised the advantages for our aircraft industry of the 
project for a BAC 311 aircraft with Rolls-Royce RB 211-61 engines. 
But there were doubts about the ability of Rolls-Royce to develop 
the engine; and the general view was that we could not afford this 
project in addition to our existing commitments in respect of the 
Concorde and other demands for public expenditure. The 
Government would therefore support neither airbus project. This 
decision would require careful presentation both here and abroad. 
A statement should be made in Parliament on the following day; and 
arrangements should be made to inform the European Governments 
at the same time. The Foreign and Commonwealth Secretary 
should consider, with the Minister of Aviation Supply, how the 
decision could best be presented to the French, German and Dutch 
Governments, bearing in mind the desirability of a forthcoming 
response to the references which had been made in recent exchanges 
to the need for the development of the closest ties between the 
companies in the European aircraft industry. The Lord President 
should consider, in consultation with the Chancellor of the 
Exchequer, the Secretary of State for Trade and Industry, the 
Minister of Aviation Supply and the Parliamentary Secretary, 
Treasury, the form of the announcement in Parliament. In the 
meantime the strictest security should be maintained. 

The Cabinet
(1) Agreed that the Government should provide no financial 

support for either the BAC 311 or the A300B airbus 
projects. 
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(2) Invited	 the Lord President, in consultation with the 
Chancellor of the Exchequer, the Secretary of State for 
Trade and Industry, the Minister of Aviation Supply and 
the Parliamentary Secretary, Treasury, to give further 
consideration to the presentation of the decision and to 
arrange for it to be announced in Parliament on 
2 December. 

(3) Invited	 the Foreign and Commonwealth Secretary, in 
consultation with the Minister of Aviation Supply, to 
arrange for suitable presentation of the decision to the 
French, German and Dutch Governments on 2 December. 

SECRET 

*4. The Cabinet discussed certain aspects of public sector 
remuneration. 

The Prime Minister said that in July the Cabinet had decided 
to give effect on 1 January, 1971, to the third stage of the salary 
increase for the Higher Civil Service which had been recommended 
by the Standing Advisory Committee on the Pay of the Higher Civil 
Service and to increase from the same date the salaries of the higher 
judiciary and the chairmen of the Boards of nationalised industries. 
They had also decided to refer to the National Board for Prices and 
Incomes (NBPI) the salaries of senior officers of the Armed Forces; 
and the Board had reported in October, recommending increases 
which were also envisaged as operative from 1 January, 1971. The 
decisions about the Higher Civil Service and the chairmen of 
nationalised industry Boards had been announced. The increases 
for the judges had not so far been made known publicly; but the 
Lord Chancellor had been authorised to arrange for the judges to be 
informed confidentially. The NBPI report on the pay of senior 
officers of the Armed Forces had not yet been published; but it 
would be unreasonable to withhold it any longer from the officers 
affected. 

All these increases were very large in both absolute and 
percentage terms; and he had therefore discussed with the Ministers 
directly concerned the probable result if those affecting the judges 
and senior officers of the Armed Forces were announced while the 
current negotiations on the pay claims in the electricity, gas and 
water industries were at a critical stage. The impact on the capacity 
of the employers to contain the level of wage increases and on the 
maintenance of public confidence in the Governmenfs determination 



to combat inflation could not be other than adverse. Nevertheless, 
there was a clear link between the increases for the judges and senior 
officers of the Services on the one hand and the increases for the 
Higher Civil Service and the chairmen of nationalised industry 
Boards on the other hand. It might be held to be indefensible to 
discriminate against the judges and the senior officers; but it would 
be no less unpalatable to defer increases already announced for the 
Higher Civil Service and the chairmen of the nationalised industry 
Boards. 

In these circumstances three courses of action appeared to be 
open to the Government. First, they could proceed with the 
increases as planned and table the necessary Order in Council in 
respect of the judges on 3 December. Second, they could defer the 
implementation of the judges' increases until Parliament reassembled 
after the Christmas Recess (on the hypothesis that an Order made 
during January could be retrospective to the beginning of the month), 
accepting the risk that the inflationary pressure might be no less 
serious by then. Third, they could approach the problem on the 
basis of a broader arrangement, whereby the Cabinet might think 
it right that Ministers should temporarily forgo a proportion of 
their Ministerial salary and the groups who were to receive increases 
on 1 January, 1971, might wish to follow this example by forgoing 
the increases for say six months in the national interest. The 
implications of these various courses required further consideration; 
in particular, if the third course were to be adopted, time would be 
needed to make the necessary approaches to those concerned. On 
the other hand a decision to adopt the first course would have to be 
taken by Thursday, 3 December, since that was the latest date by 
which the Order in Council in respect of the judges could be laid 
if an Affirmative Resolution were to be secured in the House of 
Lords in time to make the Order effective on 1 January, 1971. The 
Cabinet should therefore resume consideration of the matter on the 
morning of that day. 

11 

The Cabinet— 
(1) Took note of the Prime Minister^ statement. 

(2) Agreed	 to resume consideration of public sector 
remuneration on Thursday, 3 December. 
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CONFIDENTIAL 

1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

The Lord President said that the Opposition had intended on 
Wednesday 9 December to table a Motion that the Industrial 
Relations Bill should be committed to a Committee of the whole 
House in the expectation that the Government would feel bound 
to resist it. There might be substantial advantages, however, in 
pre-empting the Opposition by offering to debate the Bill on the 
Floor of the House. This course would indicate the importance 
which the Government attached to it, would enable the 
Governmenfs arguments in favour of its detailed provisions to be 
more effectively presented to the public and would be likely to 
commend itself to the Governmenfs supporters. These advantages 
must be weighed against the late sittings which would be entailed 
and the probable need to curtail the Whitsun Recess. Moreover, 
the time which the Committee Stage would consume on the Floor 
of the House would put the rest of the Legislative programme at 
risk, and would endanger the Governmenfs ability to proceed with 
a certain number of Bills, some of which were desirable. On 
balance, however, he was disposed to recommend that the Bill 
should be taken on the Floor of the House. 

The Cabinet

(1) Agreed	 that the Committee Stage for the Industrial 
Relations Bill should be taken on the Floor of the House. 

(2) Invited the Lord President to announce this decision at the 
appropriate time. 

The Lord Privy Seal said that the Motion for an Affirmative 
Resolution on the Restriction on Agreements (Estate Agents) Order 
1970, which was to be taken as last order in the House of Lords 
that evening, was likely to encounter strong opposition. The Order 
might also be opposed in the House of Commons when the Motion 
was taken on Monday, 7 December. The Order gave effect to a 
recommendation of the Monopolies Commission by rendering 
unlawful agreements between estate agents relating to charges in 
connection with the disposal of unfurnished dwellings. The 
Governmenfs acceptance of this recommendation had been 
announced in reply to a Parliamentary Question on 16 July; but 
the substance of the proposal had not been collectively discussed 
by Ministers. In the circumstances it was for consideration whether 
the Order should be withdrawn in order to enable it to be further 
studied and to allow the interests affected to be consulted. 



The Prime Minister, summing up a short discussion, said that, 
if Affirmative Resolutions in both Houses were not secured by the 
end of business on 7 December, the Order would lapse. Further 
consideration and consultation with the interests affected might 
merely lead to the same outcome; and in the meantime opposition 
to the measure would gather strength. 

The Cabinet— 
(3) Agreed that the wiser course was to proceed with the Order 

as it stood. 

Remuneration of The Lord President said that the House of Commons was due 
Members of faQ following afternoon to give a Second Reading to a Bill, 
T j Yll Q TY1 A T I \ 

introduced by Mr. Douglas Houghton, MP, which provided for the 
establishment of a statutory review body to keep under review the 
emoluments, allowances, expenses and pensions of Members of the 
House of Commons. The review body was to be guided by a 
number of principles set out in the Bill. The creation of a statutory 
body for this purpose might prove politically embarrassing. On 
the other hand outright opposition to the Bill, which was backed 
by Mr. Turton, MP and Mr. Geoffrey Lloyd, MP would be liable to 
create the impression that the Government were rejecting a proposal 
which was inherently reasonable. It might be possible to temporise 
by allowing the Bill a Second Reading. The Legislation Committee, 
however, had agreed on 1 December that it would be preferable that 
the Government spokesman in the debate should undertake to 
refer the salaries of Members of Parliament to the review body 
which was to consider top salaries in the public service under the 
arrangements announced in the House of Commons on 2 
November by the Secretary of State for Employment. This, 
together with the other review bodies which were proposed, would 
not be established until early in the following year; and, even if the 
review body were to give priority to considering the remuneration 
of Members of Parliament, it was unlikely that its report would be 
available until the second half of 1971, by which time it was 
virtually inevitable that some review of Members' remuneration 
should be undertaken. As regards the frequency of such reviews, 
however, it might be preferable that, although the review bodies 
would normally reconsider their findings every 2 years, 
Parliamentary salaries should not be subject to re-examination more 
than once in the lifetime of each Parliament or in each period of 
4 years, whichever was the longer interval. If the Government 
could give an undertaking of the kind which he had outlined, 
Mr. Houghton would probably withdraw his Bill. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet agreed that the Lord President should give the proposed 



undertaking. There were certain points, however, which would 
require consideration in due course. While the review bodies were 
intended to be independent, it would be necessary to frame the 
terms of reference on the remuneration of Members of Parliament 
with care. They need not necessarily be identical with the terms 
of reference in other cases; and the Government should not be 
committed to giving effect to the review bodies' recommendations. 
It would therefore be inadvisable for the Government spokesman 
to be drawn into detail about the precise nature of the reference 
in question; and it should suffice to indicate that provision would 
be made for Members' remuneration to be considered in the 
context of the new salary review structure announced by the 
Secretary of State for Employment on 2 November. While 
Ministers' remuneration and the allowances for Peers might be 
included within the reference, it should not be necessary to mention 
them in the undertaking given in the House of Commons. 

The Cabinet— 

(4) Invited the	 Lord President to concert with the Ministers 
concerned, in the light of the Prime Ministers summing 
up of their discussion, the attitude to be adopted by the 
Government spokesman in the debate on Mr. Houghton's 
Bill that afternoon. 

(5) Invited	 the Lord President to arrange for further 
consideration to be given to the terms of the proposed 
review. 

The Courts Bill The Lord Chancellor said that amendments to the Courts Bill, 
which would enable solicitors to be appointed to the proposed 
circuit bench and would give solicitors a larger right of audience 
in the proposed Crown Courts, would probably be the subject of 
controversy during the Committee Stage of the Bill in the House 
of Lords that afternoon. In his view the Courts Bill was not a 
suitable vehicle for a change which ought more suitably to derive 
from a comprehensive review of the structure of the legal profession. 
He proposed to deal with the amendment on this basis in the hope 
of trying to avoid dividing the House. But some of the sponsors of 
the amendment were likely to press their point of view. 

The Prime Minister, summing up a short discussion, said that, 
while it was undesirable in principle to give way to an amendment 
founded upon an imperfect appreciation of the situation, it was 
also undesirable for the Government to press their view in the 
House of Lords if there was a possibility that further reflection 
might cause them to modify their view when the Bill reached the 
House of Commons. It might therefore be preferable to avoid a 
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decisive confrontation on the issue during the Committee Stage in 
the Upper House. 

The Cabinet— 
(6) Invited	 the Lord Chancellor, in speaking during the 

Committee Stage of the Courts Bill in the House of 
Lords, to be guided by the Prime Ministers summing 
up of their discussion. 

SECRET 
2. The Secretary of State for Trade and Industry said that, as 

agreed by the Ministerial Steering Committee on Pay Negotiations, 
the Electricity Council had made a pay offer of an increase 
equivalent to 10 per cent on average earnings at a meeting on 2 
December with the trade unions representing manual workers in 
the electricity supply industry. The unions had rejected the offer 
and would be calling for a work-to-rule and an overtime ban from 
7 December. In the parallel negotiations about the pay of manual 
workers in the gas industry, which were due to be resumed on 7 
December, the Gas Council would take account of the attitude 
adopted by the Electricity Council; and he himself, proposed to 
discuss the situation with the Chairmen of the two Councils 
beforehand. The employers in the water supply industry had 
already agreed that, in their negotiations on 4 December on the 
pay of their manual workers, they would seek to avoid embarrassing 
the gas and electricity negotiations. Some Press reports of the 
previous day's electricity negotiations had wrongly stated that the 
Electricity Councils offer amounted to a \2-\2\ per cent increase. 
This represented the increase in terms of average basic rates; taking 
account of other consequential increases, however, it was equivalent 
to 10 per cent on average earnings. He would be inviting the 
Electricity Council to take steps to correct this potential 
misrepresentation of their offer. 

The Home Secretary said that the Ministerial Committee on 
Emergencies had considered whether there was any need to 
proclaim a State of Emergency on account of the work-to-rule in 
the electricity supply industry, its likely effects on water supply 
and sewage systems and the risk of parallel industrial action in the 
gas and water supply industries. They had concluded that the only 
purpose for which Emergency Powers might immediately be used 
would be to relieve the electricity and other authorities of their 
statutory supply obligations, and that this did not amount to 
sufficient justification for proclaiming a State of Emergency. The 
Committee would, however, keep a close watch on the effects of 
the work-to-rule in the electricity industry and would bring forward 
recommendations for taking Emergency Powers if it became 
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necessary to do so. In practice it would be more convenient in terms 
of the Parliamentary timetable if a State of Emergency were not 
declared before 10 December, since otherwise it might prove 
necessary to recall Parliament before 12 January in order to 
authorise a renewal of the Emergency Regulations, if at that stage 
they were still needed. 

Police Pay The Home Secretary said that the Ministerial Steering 
Committee on Pay Negotiations had agreed that the police should 
be offered an immediate general pay increase and, in addition, a 
review designed to produce further special payments to improve 
the strength of the police force. The Official Side of the Police 
Council, however, had decided not to adopt the course approved 
by the Government and had offered an increase of 12 per cent 
without any further review. This had been rejected by the Staff 
Side of the Police Council. He had subsequently discussed the 
matter with the members of the Official Side, who had now agreed 
to make an offer in line with the Governmenfs wishes, comprising 
an immediate pay increase of 10 per cent, to be followed by 
negotiations on further specific increases for particular grades in 
order to improve the strength of the police force. An offer on these 
lines might satisfy the Staff Side, who appeared interested in 
reaching a settlement. 

Demonstrations The Home Secretary said that unofficial strikes and 
on 8 December demonstrations appeared likely to take place on 8 December in 

various parts of the country in protest against the Industrial 
Relations Bill. They might cause some inconvenience to the public 
and some loss of production in certain industries and services; but 
support for the protest appeared to be less strong than the 
organisers had hoped. In London there would be a mass march 
of 20,000 or more from Tower Hill to Speakers Corner. The 
organisers were co-operating with the police as regards the necessary 
arrangements for the march; but, even though special measures 
would be taken to increase the number of police available, there 
might be some difficulty in controlling the crowd. 

The Cabinet— 
(li)i Took note of the statements on pay negotiations, 

threatened industrial action and demonstrations planned 
for 8 December. 

(2)	 Invited the Secretary of State for Trade and Industry, in 
consultation with the Lord President of the Council 
and the Secretary of State for Employment, to arrange 
for appropriate guidance to the Press on the correct 
interpretation of the pay offer made on 2 December to 
manual workers in the electricity supply industry. 
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*(3) The Cabinet resumed their discussion of remuneration in 
the public sector. 

The Prime Minister said that following the meeting of the 
Cabinet on 1 December the Head of the Home Civil Service had 
discussed in confidence with a small number of Permanent 
Secretaries the implications of a waiver for 6 months of the increases 
in salary due on 1 January, 1971 at the highest levels of the groups 
affected: Permanent Secretaries, officers of equivalent rank in the 
Diplomatic Service, the Higher Judiciary, 5 and 4-star officers of 
the Armed Services and Chairmen and Deputy Chairmen of the 
Boards of the major nationalised industries. As long as the higher 
salaries were authorised to be paid from 1 January, 1971 waiver 
of payment would not affect pension rights; nor would the amount 
waived be subject to income or surtax so long as it was not drawn. 
It now appeared that the Order in Council to increase the 
remuneration of the Judiciary need not be made public until 
Tuesday, 8 December, so long as copies could be posted to members 
of the House of Lords Special Orders Committee in time to reach 
them that morning. If, therefore, the senior public servants 
concerned were willing to waive payment of the increases for 6 
months—and the first indications were that there would be a 
general readiness to respond—it would be possible to put the 
increases in the remuneration of the Judiciary into effect on 
1 January, 1971, to announce salary increases from 1 January, 1971 
for senior Service officers and simultaneously to make it known that 
those in the highest levels of the groups affected had offered to forgo 
the increases for a period of 6 months in the national interest. 
There remained the question whether Ministers should forgo a 
proportion of their salaries. It appeared that in 1951 the Prime 
Minister (Mr. Churchill) had conceded that the waiver of Ministerial 
salaries at that time had not achieved the result which he had 
hoped. 

The following were the main points made in discussion— 

(a) It was agreed that to allow full effect to be given at this 
juncture to the increases on 1 January, 1971 would damage 
confidence in the Governmenfs efforts to combat inflation; but that 
it would not be equitable to treat the Judiciary and the senior 
Service officers differently from the Higher Civil Service and the 
Chairmen of the Boards of nationalised industries. 

(b) It was pointed out that the salaries of Ministers had not 
been increased since 1964, that the present rates fell well short of 



those recommended by the Committee on the Remuneration of 
Ministers and Members of Parliament in 1964 and that no increase 
was currently proposed. It was argued that for Ministers to forgo, 
for a period, a proportion of the present salary would be regarded as 
an empty gesture savouring of panic and contrivance. It was 
argued, on the other hand, that some special gesture of leadership 
was required if there was a question of public servants forgoing 
part of the remuneration which had been promised them. 

(c) Although the Higher Judiciary and the Permanent 
Secretaries and officers of the Diplomatic Service were likely to 
respond, the attitude of the Chairmen of the Boards of nationalised 
industries could not be foreseen, particularly as the increase in their 
salaries had followed a course different from those of Permanent 
Secretaries. The 5- and 4-star officers of the Armed Services were 
likely to be ready to respond, but, as their salaries were at present 
one stage behind those of the Higher Civil Service, they might justly 
claim that to waive only a proportion of the increase due on 1 
January, 1971 would be an equivalent gesture on their part. 

The Prime Minister, summing up the discussion, said that the 
general view was that, for the reasons stated in discussion, it would 
be inappropriate for Ministers temporarily to forgo a proportion 
of their present remuneration. The Cabinet were agreed that to 
announce that full effect would be given to the increases in the pay 
of the senior officers and to proceed with Orders giving full effect 
to the increases for the Judiciary would have an adverse effect on 
confidence in the Governmenfs determination to combat inflation; 
but that the Judiciary and the senior officers of the Armed Services 
should be treated no differently from the Higher Civil Service and 
the Chairmen and Deputy Chairmen of the Boards of nationalised 
industries. There was general agreement that an offer at the highest 
levels in all groups concerned to waive, for a period of 6 months, 
the increase which would take effect on 1 January would show ah 
example of public spirit and would do much to ease the position. 
He, therefore, proposed to discuss further with the Ministers mainly 
concerned the implications of such a waiver with a view to making 
final arrangements. 

The Cabinet-
Took note, with approval, of the Prime Ministefs 
summing up of the discussion. 
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SECRET 
1. The Secretary of State for Trade and Industry said that the 

go-slow by manual workers in the electricity supply industry had 
rapidly resulted in a degree of load-shedding, since the total reduction 
in plant capacity amounted to about 20 per cent and it had become 
clear that it was not possible for the Electricity Council to exercise 
discrimination in favour of essential consumers. Moreover, the 
manual workers were interpreting the go-slow in a surprisingly strict 
sense; and since the supervisory staff, who were also in dispute with 
their employers about a pay claim, were now calling for a work-to
rule and a ban on overtime from 14 December, the situation might 
well deteriorate further in the next few days. On the other hand, 
because the manual workers were still formally at their posts, it 
would not be possible to put Servicemen in their place to help to 
improve output. 

The Secretary of State for Employment said that officials of his 
Department had met the trade unions representing the electricity 
supply manual workers on the previous day. The unions had been 
mainly concerned to elaborate their case and had not asked for his 
help by way of conciliation or the appointment of a court of inquiry. 
They had acknowledged the need to bring cost inflation under control 
but had claimed that they were entitled to exceptional treatment since 
others had received increases of 10 per cent and more without any 
conditions about productivity whereas electricity workers had 
demonstrably improved productivity in their industry. They had 
also expressed resentment at any suggestion that they were seeking 
to hold the community to ransom. There was no arrangement to 
resume the discussions between the Department and the unions; 
and, in view of the additional complication of the demonstrations 
against the Governmenfs Industrial Relations Bill on 7 and 8 
December, it would be advisable to wait until about 10 December 
before trying to make a reliable assessment of the degree of disruption 
which was likely to result from the go-slow. But it was arguable 
that some of the manual workers concerned were exceeding the 
limits of a work-to-rule and were acting in breach of their contracts 
of service by not fulfilling productivity agreements. 

The Attorney-General said that the Electricity Supply Act, 1919, 
applied to those working in the electricity supply industry the 
provisions which, under Section 4 of the Conspiracy and Protection 
of Property Act, 1874, related to workers in the gas and water 
industries. As a result a worker could be prosecuted if he broke his 
contract of service knowing that the effect would be to deprive the 



community of electricity. Only one prosecution under these 
provisions, however, was recorded; and previous experience suggested 
that it was very doubtful whether the necessary evidence on which 
to base a successful prosecution would be available. It was also 
possible under civil law for individuals to seek injunctions against 
the electricity authorities on account of their failure to fulfil their 
statutory obligations to supply; but here, too, the prospects of a 
successful outcome were far from certain. The same was true of any 
civil action brought by an employer in the electricity supply industry 
against workers for breach of contract, since it would be difficult to 
produce convincing evidence that there had been a breach of contract 
of service. 

The Home Secretary said that the Ministerial Committee on 
Emergencies had concluded on the previous day that it would be 
premature to advise the proclamation of a State of Emergency on 
the ground that, although the situation might change rapidly, the 
formal declaration of an emergency would not yet make any definite 
contribution to resolving it. The Committee had invited the 
Minister for Industry, however, to take the opportunity publicly to 
express the Government^ view on the merits of the pay offer to 
the workers, the need for resisting inflationary pay awards, the 
suspicion that the trade unions were applying more than a work-to
rule and the need for public support of the Electricity Councils 
efforts to maintain supplies and to secure economy in using 
electricity. For the rest, contingency plans for the possible use 
of Servicemen were ready; and the distribution to hospitals of 
standby generators belonging to the Ministry of Defence had already 
been arranged. 

In discussion the importance of ensuring that public opinion 
remained firm in support of the Government and the Electricity 
Council was emphasised. Whatever measures of intervention might 
subsequently become necessary, the public should be given the 
maximum of help in adjusting their daily lives to the interruptions 
in electricity supply which must be expected to persist for "some 
days. Steps should therefore be taken to make available the most 
up-to-date information of impending interruptions in local supply, 
together with advice on measures to mitigate the resultant 
inconvenience and hardship. For this purpose an operations centre 
should be set up in the Department of Trade and Industry; and 
the assistance of voluntary bodies might be enlisted in order to ease 
the position of the elderly and disabled. 

Private Notice had been given of questions that afternoon to 
the Secretaries of State for Employment and for Trade and Industry. 



It would probably not be possible in reply to give very specific 
guidance to the public; but the nature of the action which the 
Government were taking should be made clear. Moreover, 
although the result of arbitration might be an unpalatable settlement, 
the fact that arrangements for arbitration were available but had 
not been invoked by the unions should be emphasised. It might be 
preferable to reserve a Ministerial broadcast until the manner in which 
the situation was developing was more clear; but there would be 
advantage if the Secretary of State for Trade and Industry were 
to avail himself of any invitations to discuss the position in 
television programmes that evening. Meanwhile, all possible 
economy of electricity consumption should be exercised in Crown 
buildings; and local authorities should be asked to take similar 
steps. 

In further discussion the following main points were made: 

(a) The powers which would be available to the Government if 
a State of Emergency were proclaimed would be of little avail save 
to relieve the electricity authorities of their statutory duty to 
maintain a constant supply of electricity and to enforce legal 
limitations on the use of electricity. But it might well be 
preferable, for the latter purpose, to rely on persuasion in the first 
instance. On the other hand the proclamation of a State of 
Emergency could have an important psychological impact; and, if 
Emergency Powers had to be taken at some stage, it might be wiser 
to take them at the outset. 

(b) Although little evidence might be forthcoming to support 
prosecutions of individuals for offences against the Conspiracy and 
Protection of Property Act, 1874, the overt actions of some of the 
militant leaders on the trade union side might be held to amount to 
conspiracy. 

(c) Since prolonged overtime was not a feature of the electricity 
industry, the employees had little to lose by continuing to work-to-rule 
and to refuse overtime working. Time was therefore not on the 
side of the Government; and it might soon be necessary to consider 
the establishment of a court of inquiry. It was generally agreed that 
no immediate action should be taken to this end but that, if a court 
of inquiry were set up, its timing would require careful consideration 
lest the Government should alienate public sympathy by appearing 
to intervene too late. 

(d) The unions had not refused arbitration; they had merely 
contrived that the necessary quorum for a decision to go to 
arbitration should not be found. If they continued to refuse to avail 



themselves of the arbitration procedure, it might be suggested to the 
Electricity Council that they should dismiss employees who were in 
breach of their contracts of employment. On the other hand 
dismissals in these circumstances were likely to result in a strike; 
and, since the supervisory engineers were themselves intending to 
work-to-rule from the beginning of the following week, the situation 
would be still further aggravated. 

The Prime Minister, summing up the discussion, said that the 
Ministerial Committee on Pay Negotiations should consider urgently 
the strategy of future action by the Government in the electricity pay 
dispute, taking account of the courses of action mentioned in 
discussion. The desirability of taking Emergency Powers would also 
have to be kept under constant review. The Cabinet agreed that 
it would be inappropriate to establish a court of inquiry at once; 
but it was questionable whether public opinion would support the 
Government for long in merely riding out the dispute without any 
positive intervention. It would therefore be advantageous to 
emphasise that, even though an arbitration procedure was readily 
available, the unions had not availed themselves of it. 

The Government must be seen to be concerned that the best 
information and advice should be available to both industrial and 
domestic consumers of electricity; and immediate steps should be 
taken to ensure the maximum of economy in the use of electricity 
on Crown premises and those of local authorities. Any Private 
Notice Questions that afternoon should be answered by stating the 
facts, emphasising the availability of arbitration, referring to the 
Governmenfs own measures of economy and indicating the action 
which the Government were taking to give information and advice 
to the public. It would be advantageous if the Secretary of State 
for Trade and Industry accepted invitations to appear on television 
programmes that evening; and the possibility of a formal Ministerial 
broadcast on a subsequent occasion should be borne in mind. 

The Cabinet
(1) Took note, with approval, of the Prime Minister^ summing 

up of their discussion and invited the Secretaries of 
State for Employment and for Trade and Industry to be 
guided by it in replying to any Private Notice Questions 
that afternoon. 

(2) Invited the Secretary of State for Trade and Industry: 
(a) To arrange, as a matter of urgency, to establish an 

operations centre for the purposes of collecting and 
disseminating information about the impact of the 
go-slow in the electricity supply industry. 
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(b)	 To take the opportunity of any invitations to appear 
on television programmes that evening in order to 
explain the implications of the wage claim by 
manual workers in the electricity industry, 
including the scope for arbitration; to impress on 
the public the need to economise in electricity 
consumption at peak times; and to outline the 
steps which the Government were taking to provide 
consumers with information and advice. 

(3) Invited the Secretary of State for the Environment and the 
Lord Privy Seal to make arrangements to ensure the 
maximum of economy in the use of electricity on Crown 
premises and those of local authorities. 

(4) Took note that the Ministerial Steering Committee on	 Pay 
Negotiations would urgently consider the next stages of 
the strategy for dealing with the dispute in the electricity 
industry. 

CONFIDENTIAL 
2. The Cabinet resumed their consideration of remuneration in 

the public sector. 

The Prime Minister said that, following the discussion at 
Cabinet on 3 December, he had considered further with the Ministers 
mainly concerned the salary increases in the public sector which 
were due to take effect on 1 January, 1971. The Lord Chief Justice 
had offered to forgo for six months the increase which would be 
payable to him if the necessary Order was made; and, in general, 
the most highly paid members of the groups affected were following 
suit—the Higher Judiciary; the Chief of Defence Staff and officers 
of the rank of Admiral, General and Air Chief Marshal; Permanent 
Secretaries in the Home Civil Service and officers of equivalent rank 
in the Diplomatic Service; and the Chairmen and Deputy Chairmen 
of the Boards of the major nationalised industries. Since the salaries 
of the senior Service officers had not progressed as far as those of 
the Higher Civil Service towards the figure determined by the 
recent report of the National Board for Prices and Incomes (NBPI) 
as appropriate in their case for 1 January, 1971, and the increases 
involved were therefore larger, waiver by the Service officers of 
half of their increase should be regarded as an equivalent sacrifice. 



The Orders in respect of the Judiciary would now be laid before 
Parliament; the NBPI report would be published at the same time; 
and he proposed simultaneously to announce the voluntary 
renunciation by the various groups of public servants in a statement 
in the House of Commons that afternoon. In so doing he would 
express the Governmenfs appreciation of the sense of public spirit 
shown by those concerned. 
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SECRET. 

 1. The Cabinet were informed of the business to be taken in 
j - [  f Commons the following week. o u s e  0 

SECRET 

2. The Foreign and Commonwealth Secretary said that in the 
series of international meetings which had taken place in recent 
weeks—the Ministerial Meeting of the North Atlantic Council, the 
discussions between the European Economic Community (EEC) and 
the four candidates for membership, and the exchanges between the 
Federal German Republic and the three Powers with special 
responsibilities in Berlin—the countries concerned, with few 
exceptions (notably Canada, Denmark and Norway), had taken the 
view that any further progress about European security and, in 
particular, about a European security conference must depend on 
the Soviet attitude towards Berlin. So far the Soviet Government 
had made no proposals of substance about access to the city; but 
there were indications that they might be disposed to reach 
agreement, if only because they were anxious that the Federal 
German Government should ratify the German-Soviet Treaty and 
realised that they were not likely to do so unless there were 
substantial progress towards a settlement of the Berlin problem. 
The discussions between the six members of the EEC and the four 
candidate countries had been cordial and informal; and the Six 
had made no attempt to draw a distinction between their own status 
and that of the candidates. So far as the North Atlantic Council 
meeting was concerned, the main feature had been the statement by 
the United States that, given a similar approach by the other allies, 
they would maintain and improve their own forces in Europe and 
would not reduce them except in the context of reciprocal East-West 
action. This statement, which specifically linked the maintenance 
of United States forces in Europe with both the maintenance of an 
adequate European defence effort and developments in East-West 
relations, had probably been made on the personal initiative of 
President Nixon and reflected the outcome of his visit during the 
autumn to Europe and the Mediterranean. 

The Foreign and Commonwealth Secretary said that the 
General Election held in Pakistan on 7 December had resulted in a 
considerable swing to the Left. In East Pakistan the Awami League, 
led by Sheikh Mujibur Rahman, had won a sweeping victory. In 
West Pakistan the Pakistan Peoples' Party, led by Mr. Bhutto, had 
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substantially improved its position. It was not yet certain whether 
the President of Pakistan, Yahya Khan, together with his army 
supporters, would accept the outcome of the election or whether 
military rule would be maintained. But on the former assumption 
there was likely to be a move towards consolidating Pakistani 
relations with the Chinese Peoples' Republic. Moreover, Mr. Bhutto 
was bitterly anti-Indian; and, if he acceded to power, the dispute 
between Pakistan and India about Kashmir might well be 
exacerbated. 

The Foreign and Commonwealth Secretary said that in recent 
discussions with representatives of the Sultan of Brunei Heads of 
Agreement had been initialled dealing with our future relations with 
Brunei. The Heads of Agreement followed the lines approved by 
Ministers; and the effect would be to bring our relationship with 
Brunei more closely into line with our new defence relations with 
Malaysia. 

The Foreign and Commonwealth Secretary said that the 
Premier of the Associated State of St. Kitts / Nevis / Anguilla, 
Mr. Bradshaw, who was at present in London, had had several 
discussions with the Minister of State for Foreign and 
Commonwealth Affairs, Mr. Godber, about Anguilla. He had 
rejected our proposal for an interim period of British administration 
of the island, followed by a referendum; and he was evidently 
determined to regain control of it on terms which would be both 
unacceptable to its inhabitants and incompatible with our assurances 
to them. Mr. Godber would make a further attempt to induce 
Mr. Bradshaw to accept a solution on the basis which we had 
proposed. But if, as seemed likely, the discussions ended in 
deadlock, it was difficult to see any alternative in the short term to the 
continued administration of Anguilla by a British Commissioner, 
and, in the long term, to its final excision from the Associated State. 

The Foreign and Commonwealth Secretary said that the 
United Kingdom Trade Commissioner in Montreal, Mr. James Cross, 
who had been kidnapped by the extremist French-Canadian Front 
de Liberation Quebecois, had now returned to London. The 
harshness of the treatment to which he had been subjected during 
his captivity had appeared to be without any rational motivation. 
But he was in reasonably good health; and both he and his family 
had endured their ordeal with courage and dignity. 

The Cabinet -
Took note of the statements by the Foreign and 
Commonwealth Secretary. 
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SECRET 

3. The Secretary of State for Employment said that the 
work-to-rule and overtime ban by manual workers in the electricity 
supply industry was due to be reinforced on 14 December by similar 
action on the part of the supervising engineers, who were in dispute 
with the employers about a new salary structure. On 9 December 
he had met representatives of the Electrical Power Engineers 
Association (EPEA), who had said that, provided that the Electricity 
Council would be prepared at their next meeting to quantify the new 
structure, they would recommend their Executive to withdraw the 
instructions for a work-to-rule and overtime ban. The Electricity 
Council were considering this proposal. 

He had also met representatives of the electricity manual 
workers' trade unions, who had admitted that their reason for 
rejecting arbitration was their inability to carry the support of those 
of their members who claimed that, by acting responsibly and 
helping to achieve a substantial reduction in the industry's labour 
force, they had simply lost ground by comparison with the pay 
increases secured by other workers with no similar claims to 
improved productivity. 

In these circumstances he proposed that he should now take the 
necessary preliminary steps towards appointing a court of inquiry. 
This need not be interpreted as an admission of failure, provided 
that it was made clear to the public that the Government were also 
preparing the necessary plans in case an early settlement was not 
achieved. Moreover, if the engineers abandoned their projected 
work-to-rule, considerable pressure could be put on the manual 
workers to resume normal working and to accept the outcome of a 
court of inquiry. The General Secretary of the Trades Union 
Congress (TUC) was at that moment meeting the manual workers' 
unions and was probably urging them to resume normal working. 
The statement by the Leader of the Opposition that it would be 
right to expect them to do so if a court of inquiry were appointed 
might also suggest that the public assertion by the unions to the 
contrary was primarily a negotiating tactic. In preparing for a court 
of inquiry, therefore, he would ask the unions for an undertaking 
to return to normal working; and, if they refused, the public would 
realise that the unions' attitude was wholly unreasonable. But it 
would be unwise to make a return to normal working an absolute 
precondition of the establishment of an inquiry, since continued 
refusal by the unions might leave the Government in an untenable 
position. 



The Secretary of State for Trade and Industry said that the 
supply of electricity had improved, mainly because some plant had 
been restored to service; and power cuts should be less severe than 
on the previous day. If the supervising engineers maintained normal 
working, the decline in total electricity output should be relatively 
gradual. If the engineering staff began working to rule, however, 
total output would decrease much more rapidly. At the present 
level of output, the electricity authorities could select localities in 
which current should be either reduced or maintained, as appropriate. 
At an output level of 50 per cent of normal, cuts had to apply to 
larger sectors; while at a 20 per cent level there would have to be 
central decisions on cutting off supply from whole towns and large 
parts of London. The Electricity Council now considered, however, 
that they could still maintain some control over distribution even 
when output was at only 20 per cent of the normal level. This was 
the proportion which they judged could be produced, even if the 
supervisory engineers withdrew, by Servicemen working under the 
supervision of staff grades. But they doubted whether it would be 
possible to improve it by bringing in further skilled engineers. 

At the moment the electricity authorities appeared to be dealing 
with the situation reasonably well and, in consultation with his 
Department, were giving advance warning of power cuts and more 
detailed advice to consumers. The Minister for Industry was 
currently discussing with the Council whether the supply of power 
to hospitals could be improved. 

The Home Secretary said that the Prime Minister of Northern 
Ireland, Major Chichester-Clark, had told him on the previous 
evening that the Province was faced with a position in which, if the 
unions' pay claim were not met in full, action would have to be taken 
under Emergency Powers to prohibit the use of electricity for most 
industrial purposes. He had replied that the latter was the right 
course; but it would have very serious effects in Northern Ireland 
and all possible help from Great Britain should be provided. 

In discussion it was agreed that the alternative courses of action 
open to the Government were continued resistance to the unions' 
industrial action without any attempt to promote a settlement or the 
appointment of a court of inquiry. It would be important in either 
event to emphasise the Governmenfs determined opposition to an 
excessive pay award; and it might well be necessary to take 
Emergency Powers if the engineers began working to rule on 
14 December or if, despite the appointment of a court of inquiry, the 
manual workers refused to return to normal working. It was argued 
in favour of continued resistance without recourse to a court of, 
inquiry that opinion among the public and in the Conservative Party 
was strongly in support of the Government and would be equally 



strongly opposed to a pay award higher than 10 per cent. The 
appointment of a court of inquiry would therefore be seen as a 
weakening of the Governmenfs firm stand against wage inflation. 
Even if the normal work force withdrew completely, it should be 
feasible to maintain a higher level of supply than the Electricity 
Council had advised by mobilising volunteers with relevant 
experience and skills to operate the power stations with the support 
of Servicemen. On the other hand such a course might be damaging 
and prove to be untenable. The Government had always envisaged 
that, once electricity supplies were seriously threatened, it would be 
necessary to appoint a court of inquiry in order to achieve a 
settlement of the dispute; and it was in order to leave such an 
inquiry some room for manoeuvre that they had been concerned 
that the CounciFs final offer should be confined to a 10 per cent 
increase. In any event it was unrealistic to suppose that a refusal 
to appoint a court of inquiry could persuade the manual workers to 
call off their industrial action and to accept a pay increase no higher 
than the amount which they had previously refused. Any attempt 
to insist on a return to normal working before a court of inquiry 
was appointed might merely result in a deadlock, which in turn would 
have to be resolved by abandoning the precondition. In the 
discussion with the parties to the dispute about the establishment of 
a court of inquiry, however, a reluctance on the part of the unions to 
abandon the go-slow would be likely to lose them public sympathy. 
The unions might refuse to commit themselves in advance to accept 
the outcome of such an inquiry; and, since it could not be guaranteed 
to be acceptable to the Government, the employers also ought not 
to bind themselves to accept it. The manner of presenting a decision 
to appoint a court of inquiry would be important, as would its 
composition and detailed terms of reference. 

In further discussion the following main points were made: 
(a) Proposals for electricity price increases which allowed for 

a current pay award of the order of 10 per cent were at present being 
submitted to the various Consultative Councils. These proposals 
had been adjusted, as requested by the Cabinet, in order to reduce 
the maximum increases to domestic consumers. It was for 
consideration whether the public should now be made aware that 
these price increases were in prospect in order to counteract the 
impression conveyed by the unions that their contribution to 
productivity had helped to avoid the need for such increases. 

(b) The Government should explore all possible means of 
assisting the Government of Northern Ireland to maintain electricity 
supplies. But it would be necessary to seek to ensure that assistance 
to Northern Ireland, for example by providing Servicemen or special 



Ministry of Defence facilities, did not have repercussions which 
caused a greater loss in electricity output either in Northern Ireland 
or in the rest of the United Kingdom. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed, on balance, that it would now be right to move 
towards the establishment of a court of inquiry. The unions had 
made it clear that they would not invoke arbitration within the 
industry's normal procedures; and this refusal should have 
diminished their prospects of winning the support of public opinion. 
They also appeared to be unwilling to instruct their members to 
resume normal working if a court of inquiry were appointed. On 
the other hand the Leader of the Opposition had already endorsed 
the view that public opinion would expect them to do so; and the 
General Secretary of the TUC, who was meeting them that morning, 
was likely to urge them to agree. In these circumstances they would 
risk discrediting themselves still further if they declined a request 
from the Government to resume normal working when they were 
informed of the proposal to appoint a court of inquiry. The 
Government had undertaken to make a Parliamentary statement on 
the dispute that afternoon; and the Opposition had already 
indicated that, if the Government were unwilling to consider 
appointing a court of inquiry, they would seek to move the 
Adjournment of the House under Standing Order No. 9. It was 
understood that the Speaker was likely to accept such a Motion; 
and in the debate which would follow during the evening the 
Opposition would press for the immediate appointment of an 
inquiry. If the TUC had by then obtained the unions' assurance 
that their members would resume work during an inquiry, the 
Opposition would no doubt claim credit for this gesture; and it 
would then become more difficult for the Government to establish 
a court of inquiry from a position of strength. It would therefore 
be desirable that, before the Secretary of State for Employment made 
his Parliamentary statement that afternoon, he should have arranged 
to meet the parties to the dispute again and, if possible, have secured 
from the EPEA their agreement to abandon the proposed work-to
rule by their members from 14 December. The Government would 
then be in a still stronger position to call on the manual workers' 
unions to follow this example when a court of inquiry was appointed, 
although it might be inadvisable to make a return to normal working 
an absolute precondition of the establishment of the inquiry. It 
would also be important to seek to ensure that the Electricity 
Council did not bind themselves in advance to accept the findings 
of the inquiry unless the unions were prepared to give a similar 
undertaking. Before any announcement of the decision to appoint 
an inquiry was made, however, it would be essential to try to create 
the right climate of public opinion by demonstrating that the 



Government remained resolute both in dealing with the immediate 
problems of supply and in preparing to meet the threat of still more 
severe difficulties if the dispute were prolonged. The Secretary of 
State for Trade and Industry, in consultation with the Lord President 
of the Council, should ensure immediate further publicity for the 
steps which had been taken to secure electricity supplies to hospitals 
and to reduce inessential consumption of electricity; an early 
announcement should be made that a very senior officer of the 
Department of Trade and Industry had been detached from his 
normal duties in order to devote his whole attention to concerting with 
the electricity authorities the necessary arrangements for maintaining 
electricity supplies to the fullest possible extent in all eventualities; 
and steps should also be taken to bring it to public attention at the 
appropriate moment that the electricity authorities were suspending 
employees who failed to co-operate reasonably in working to the 
proper rules of the industry. It was also important that the public 
should be made aware that contingency plans were being made 
against the possible withdrawal of co-operation by the supervising 
engineers and the potential loss of the greater part of the country's 
electricity output, whether this resulted from a progressive 
deterioration under a continuation of the work-to-rule or from a 
complete withdrawal of the normal work force. The Cabinet noted 
the electricity industry's view that, if the normal work force was 
withdrawn, it would not be practicable to rely on volunteers from 
outside the industry to operate power stations with the assistance of 
Servicemen. This view, however, was open to question; and the 
Secretary of State for Trade and Industry should satisfy himself that 
the Central Electricity Generating Board had contingency plans to 
make the fullest use of the available skills from all possible sources. 
Moreover, since it would be the final responsibility of the 
Government, acting under Emergency Powers, to deal with the 
situation if it reached a point of national crisis, it was proper that the 
industry's contingency plans should be examined by the Ministerial 
Committee on Emergencies, which would need to keep under review 
the question of advising the proclamation of a State of Emergency. 
This point might be reached at the beginning of the following week 
if the, EPEA refused to abandon the proposed work-to-rule by their 
members or the manual workers' unions refused to resume normal 
working when a court of inquiry was established. 

The Cabinet-
Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Lord President of the 
Council and the Secretaries of State for Employment and 
for Trade and Industry to be guided accordingly. 
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4. The Cabinet considered a note by the Secretary of State for 
Foreign and Commonwealth Affairs (CP (70) 115) to which was 
attached a report by officials on negotiating objectives for the United 
Kingdom's contribution to the Community budget. 

The Foreign and Commonwealth Secretary said that at the 
Ministerial Meeting in Brussels on 8 December the Chancellor of 
the Duchy of Lancaster had said sufficient in general terms about 
our contribution to Community finance to contain speculation about 
the causes of delay in putting forward a specific opening bid on this 
subject. The Ministerial Committee on the Approach to Europe had 
agreed with the assessment by officials in the report annexed to 
CP (70) 115 that we could not expect in the end to secure agreement 
to a lower key contribution than 17 per cent, but the Chancellor of 
the Duchy proposed that our opening bid should be 13 to 15 per cent. 
The Cabinet should be aware that when this offer was tabled in 
Brussels it would be necessary at the same time to publish it in the 
United Kingdom—preferably by a statement in the House of 
Commons—and the very substantial balance of payments cost 
involved would immediately become apparent: the economic 
benefits of membership on the other hand remained impossible to 
quantify. There were no means of avoiding this difficulty at 
whatever time we tabled our opening bid and he agreed with the 
Chancellor of the Duchy that it had become virtually impossible to 
delay tabling our specific proposals on this subject beyond the next 
meeting of the Deputies in Brussels on 18 December. 

The Chancellor of the Duchy of Lancaster said that he would 
be reporting to the House of Commons that day on the Ministerial 
Meeting with the Six in Brussels on 8 December where significant 
progress had been made in the negotiations. We had agreed to a 
five-year transitional period for industry, agriculture, freeing capital 
movements and fiscal harmonisation (i.e. adoption of the value-added 
tax) on certain conditions, notably that the dismantling of industrial 
tariffs should be accelerated at the beginning of the transitional 
period and that there should be a full five years for our adaptation 
to the common agricultural policy with a reasonable degree of 
flexibility in the manner of adaptation. This offer had come as 
something of a surprise to the Six who finally agreed to note it with 
satisfaction and, after some initial difficulty from the French, to use 
a five-year transitional period for industry and agriculture as a 
working hypothesis on which to work out detailed transitional 
arrangements. He had, of course, made it clear that we should 
require a longer transitional period for Community finance but had 
made no specific proposals. The report by officials suggested, and 
the Committee on the Approach to Europe had agreed, that the most 



favourable terms we could expect to secure on Community finance 
would require that we should make a " key " contribution of 17 per 
cent at the end of the transitional period: that this key would build 
up in equal annual steps over a period of five years; that there would 
be a further period of three years in which " correctives " would 
prevent our percentage share from increasing more than marginally; 
and that there would be a special review provision which we could 
invoke at any time if the burden of our net contributions to the 
budget threatened to become intolerable. He was proposing to 
make an opening bid on these lines but for a key of 13 to 15 per 
cent instead of 17 per cent. If we eventually secured agreement to 
a key of 17 per cent our net contribution in, for example, the sixth 
year would be about £215 million, assuming that the total Community 
budget had risen by then to about $4,500 million, and the total 
balance of payments cost of membership in that year would be about 
£460 million. These figures should be compared with the 
Commission^ proposals to the Six which had become public 
knowledge and which would involve us in a net contribution to the 
Community budget in the sixth year of about £470 million on the 
same assumptions. In considering the balance of payments costs 
involved it was also necessary to take account of possible increases 
in growth of real resources which would stem from our membership 
of the Community and how much of this additional growth could 
be diverted to meet the additional balance of payments costs. The 
then Chancellor of the Exchequer, in the debate on the previous 
Administration^ White Paper about Britain and the European 
Communities (Cmnd. 4289) in February 1970, had pointed out that 
if the United Kingdom growth rate increased as a result of entry 
by \ per cent a year we should have an extra £1,100 million a year 
of real income at the end of five years and an extra £2,700 million 
a year at the end of 10 years from which the balance of payments 
costs could be met. The estimates of the likely cost on current 
account to our balance of payments were, of course, extremely 
speculative—depending both on the total Community budget and 
the proportion of that budget that would be spent on agriculture in 
years when we should be members and able to influence these 
matters. The economic advantages to be gained from entry had 
proved impossible to quantify but even if they were only half as 
much as Mr. Roy Jenkins had suggested in February 1970 they 
would still provide sufficient real resources to meet the estimated 
costs which were incidentally substantially less than those suggested 
in the previous Administration^ White Paper. Because of the 
unpredictability of the costs and the benefits it was important to 
secure provision for a review of our contributions at any time after 
our accession. But in practice whether there was a formal review 



clause or not we should no doubt follow Community precedent and 
demand special reimbursements or, in the last resort, refuse to pay 
if the cost of entry at any time became intolerably large. He 
accordingly asked his colleagues to agree that we should make our 
proposals on Community finance known to the Community by 
18 December before the negotiations were adjourned until January. 
We had agreed at the Ministerial Meeting on 27 October to table all 
our main negotiating bids before the end of this year. If we did not 
table our bid on Community finance on 18 December it would give 
rise to adverse comment and speculation as well as slowing down 
the whole pace of the negotiations which it was desirable to conclude 
on all matters of substance by next summer. Once we had made 
our opening bid the Government would be able to emphasise the 
economic benefits of entry which for negotiating reasons it had not 
been possible to stress up till now. The Lord President had 
indicated that a debate on the negotiations should take place shortly 
after Parliament resumed after the Christmas Recess and it would 
be possible then to make a reasoned explanation of the case for 
entry. If the Cabinet agreed that we should table our opening bid 
in Brussels by 18 December he hoped it would be possible for him 
to make a statement to the House—rather than to the Press— 
simultaneously. 

In discussion the following main points were made: 

(a) Although it was possible to construct plausible estimates of 
the potential balance of payments costs of our entry into the 
Community, any forecast of the likely magnitude of the dynamic 
benefits was bound to be much more speculative. It seemed a 
reasonable judgment, however, that these benefits would be 
substantial and that our economic growth rate would be significantly 
higher within the Community than if we remained outside. It was 
also probable that the official estimates of the costs had made 
insufficient allowance for the expansion of domestic food production 
which could be achieved. Even if substantially faster economic 
growth were achieved, however, the Government would probably 
still find it necessary to take severe measures in order to bring about 
the switch of resources required to meet the balance of payments 
cost. Indeed, if the. balance of payments costs built up too rapidly 
in the early years of our membership, the measures of economic 
restraint that would have to be taken might largely offset the 
stimulus to faster growth created by our entry. The report by 
officials had not taken into account the effect of freeing capital 
movements which might increase the total balance of payments cost 
by up to £100 million by the end of the transitional period. On the 
other hand, if we found that a difficult balance of payments situation 
was developing as a result of the burden of our net contributions to 



the Community budget, it would be open to us at any time to request 
a review of the Community's financial arrangements. 

(b) Once detailed proposals, such as those recommended by the 
Chancellor of the Duchy, had been presented to the Six, the domestic 
opponents of our entry into the Community would rapidly be able 
to calculate that our net contributions to the Community's budget 
would probably build up to a substantial level (which they would 
seek to exaggerate). Moreover, the Government would almost 
certainly be obliged to disclose our own estimate of the likely 
balance of payments implications of our proposals. It would 
therefore be essential that the Government should be able to present 
a convincing case, showing in what way these balance of payments 
costs would be met and why, despite these costs, entry into the 
Community would still be to our economic advantage. 

The Prime Minister, summing up the discussion, said that it was 
not necessary for the Cabinet to reach a final decision at this stage on 
the question of whether we should be prepared in the last resort to 
accept the terms which the official assessment suggested were the 
most favourable we were likely to obtain from the Six in any 
settlement of the Community finance issue. A more detailed 
examination of all the relevant factors would be required before it 
could be decided whether the balance of payments burden implied 
by such terms would or would not be a tolerable one. It was not, 
however, suggested that the burden would so clearly be intolerable 
that no useful purpose would be served by continuing the 
negotiations. In these circumstances, the Cabinet agreed that our 
detailed proposals on Community finance should be presented to 
the Six by 18 December, since otherwise there would be a serious 
risk of loss of momentum in the negotiations and there might also 
be damaging speculation that delay had arisen because we doubted 
our ability to bear the cost of our entry into the Community. The 
Cabinet also accepted the Chancellor of the Duchy's judgment that 
in view of the position reached in the negotiations it would be right 
to propose that our contributions to the Community budget should 
build up by equal steps over a period of five years to a base key 
level of 13 to 15 per cent; that they should be subject to correctives 
for a further three years thereafter; and that there should be a 
suitable review provision whose terms would enable us to invoke 
it at any time that we needed to do so. But the Cabinet would wish 
to be satisfied as to how our proposals would be presented at home 
before they were tabled abroad. The Chancellor of the Duchy 
should therefore circulate, for consideration by the Cabinet at the 
beginning of the following week, the draft of a statement on our 
proposals which he would make, either in Parliament or to a Press 



Lockheed/ 
Rolls-Royce 
TriStar 

ECGD 
Cover for 
Subordinated 
Debt 

conference, on the day on which our proposals were presented to 
the Six in Brussels; the draft statement should be accompanied by 
suggested replies to the supplementary questions which would no 
doubt be asked concerning the implications of our proposals for our 
balance of payments and our ability to meet the costs of entry. 

The Cabinet— 
(1) Took	 note, with approval, of the Prime Minister^ 

summing up. 
(2) Agreed that our detailed proposals	 on Community finance 

should be presented to the Six by 18 December. 

(3) Invited	 the Chancellor of the Duchy of Lancaster to 
circulate, for their consideration early in the following 
week, a draft statement and notes for dealing with 
supplementary questions, along the lines indicated in the 
Prime Ministers summing up. 

CONFIDENTIAL 
5. The Cabinet considered a memorandum by the Secretary 

of State for Trade and Industry (CP (70) 116), proposing that the 
Export Credits Guarantee Department (ECGD) should guarantee 
long-term lending on a subordinated basis in order to promote the 
sale of Lockheed/Rolls-Royce TriStar aircraft. 

The Secretary of State for Trade and Industry said that Lockheed 
had asked for the assistance of the United Kingdom Government in 
enabling Rolls-Royce to counter, as regards sales of the RB 211-22 
engine in TriStar aircraft, the competition of General Electric in 
respect of the credit terms for their engines offered in the DC-10 
aircraft. For sales within the United States General Electric were 
prepared to allow their long-term lending to be on a subordinated 
basis. This implied that, in the event of insolvency or default, the 
subordinated creditors would stand out of their money until the 
senior debt holders had been paid in full. While insolvency of a 
major American airline was unlikely, there was a real possibility of 
forced mergers which could result in protracted delays in the 
payment of subordinated creditors. ECGD had already agreed to 
guarantee lending for 90 per cent of the value of engines for the 
TriStar on 10-year terms from delivery on a non-subordinated basis; 
and 59 aircraft had been sold to American airlines on these terms, 
including 25 to Eastern Airlines. It now appeared that the latter 
would not be able to confirm their option for a further 25 TriStars 
unless they could raise additional subordinated capital. Lockheed's 
own financial situation would not permit them to support such 



lending; and they were pressing Rolls-Royce to provide finance for 
the engines on terms similar to those of General Electric. ECGD 
could not recommend supporting such lending as a " commercial" 
risk under section 1 of the Export Guarantee Act, 1965. He therefore 
proposed that they should guarantee it " in the national interest" 
under section 2 of that Act. It must be recognised that, if 
subordinated lending was supported in this case, it would probably 
be necessary to extend it to other TriStar sales to United States 
airlines; and this could result in total demands for about £100 million 
of subordinated credit (including £26 million for the proposed 
arrangement with Eastern Airlines). The proposal had been 
considered by the Ministerial Committee on Economic Policy (EPC), 
who had agreed that ECGD might be authorised to guarantee 
lending to Eastern Airlines on a subordinated basis, provided that 
they leased aircraft to the maximum possible extent since this would 
give us specific security of a share in the leased aircraft proportionate 
to our financing of the engines; that a degree of security should be 
negotiated which would place United Kingdom lenders at the head 
of the queue of subordinated creditors and, in any case, no lower 
than the convertible debenture holders; that not more than half the 
value of the total sales guaranteed by ECGD should be subordinated; 
that the balance of sales guaranteed would be secured pari passu with 
non-subordinated creditors; and that rights of recourse would be 
retained against Rolls-Royce for all claims paid as a result of default, 
although this might not prove a very effective safeguard in practice. 
While there was clearly a risk in supporting lending on these terms, 
ECGD had confirmed, after consulting the Chairman of their 
Advisory Council, that it was not considered to be " unduly 
hazardous"; and there would therefore be no obligation to report 
the arrangement to Parliament. 

In discussion the following points were made: 

(a) It was regrettable that the possible need to put substantial 
additional sums at risk had not been known to the Cabinet when 
they were considering the provision of additional launching aid for 
the RB 211-22 engine. 

(b) Nevertheless, there was now no alternative to agreeing to 
the present proposals if the Government were to entertain a realistic 
hope of recovering their £89 million investment in the engine. 

(c) While there was a risk that the guarantees might be invoked, 
the loan was likely to be repaid in the long run. The need for 
engine repairs and replacements would provide pressure on the 
airlines to ensure payment. 



(d) Our negotiators should insist that Eastern Airlines leased 
the planes to the maximum extent possible. 

(e) The Governor of the Bank of England had indicated that 
the commercial banks might not be prepared to accept the right of 
recourse against Rolls-Royce for all claims paid by ECGD as a result 
of default. 

The Prime Minister, summing up the discussion, said that the 
Cabinet were prepared to agree to the proposals in paragraph 10 of 
CP (70) 116, provided that this decision covered lending to Eastern 
Airlines only and that they were prepared to lease the aircraft to 
the maximum possible extent. The rights of recourse to Rolls-Royce 
were likely to be of little value; and, if the proposed provision could 
not be secured, the matter need not be referred to the Cabinet again. 

The Cabinet-
Agreed that ECGD might be authorised to guarantee 
lending to Eastern Airlines on a subordinate basis, subject 
to the provisions in paragraph 10 of CP (70) 116. 

Cabinet Office, 
10 December, 1970. 
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SECRET 
The Prime Minister said that the General Secretary of the 

Trades Union Congress, Mr. Feather, had informed the Secretary 
of State for Employment on the previous Thursday that the unions 
representing manual workers in the electricity supply industry would 
be ready to consider suspending their industrial action provided that 
the Electricity Council were prepared to resume formal negotiations 
on their pay claim, that they could be assured that a substantially 
improved offer was not excluded from consideration and that the 
Government would not intervene to frustrate an acceptable settle
ment. The Council had met the unions informally on Friday 
afternoon; but it had emerged that they were not prepared to 
explore the formula devised by Mr. Feather but were concerned only 
to reinstate direct negotiations. After the informal meeting had 
ended, the Secretary of State had met both parties. It was clear 
that no progress had been made and that the unions were not at 
present prepared to call for a resumption of normal working. They 
intended to hold a meeting on Sunday, 13 December, of the trade 
union side of the industry's National Joint Industrial Council (NJIC) 
and had asked that representatives of the Electricity Council should 
be available in case the unions wished to get in touch with them. 
These developments had been considered on the previous evening 
by the Ministers most closely concerned, who had concluded that, 
unless the unions were prepared to call for an immediate resumption 
of normal working, the Cabinet should be invited to consider whether 
they should now advise the Proclamation of a State of Emergency. 

Public opinion was hardening against the electricity workers; 
and the appointment in present circumstances of a court of inquiry 
into the dispute might appear as a weakening of the Governmenfs 
stand, particularly if normal working were not at once resumed. If, 
however, an inquiry were established, it would be essential that it 
should be required by its terms of reference to have regard to the 
national interest and to the impact of industrial action by the manual 
workers on the economy as a whole. In Northern Ireland the 
electricity authorities, without the knowledge of the Northern 
Ireland Government, had offered a pay increase of 15 per cent on 
the basis of retrospective adjustment in the light of any settlement 
reached by the electricity authorities in Great Britain with their 
workers. This offer, however, had been rejected; and the Northern 
Ireland Government had reported on the previous evening that, as 
a result, they might be without electricity after 11 p.m., except 
perhaps for essential services, for which the unions had undertaken 
to maintain supplies. In these circumstances the Northern Ireland 



Government had sought, and had been given, authority to avail 
themselves of the help of Servicemen stationed in the Province to 
the extent necessary to maintain supplies so far as possible, especially 
for essential services; but in the event it had not so far been 
necessary to call on Servicemen. 

The Secretary of State for Trade and Industry said that 
electricity demand that morning had been rather lower, while the 
supply remained unchanged. No electricity cuts were therefore 
foreseen at the moment. He had discussed with the Chairman of 
the Electricity Council, Sir Norman Elliott, the possible course of 
events following the previous day's discussions with the unions. 
Sir Norman Elliott thought there was evidence of disunity on the 
union side and of increasing concern about their public position. He 
believed that, following the meeting of the union side of the NJIC 
on the afternoon of Sunday, 13 December, they might wish to 
resume direct negotiations and that there might then be some chance 
of reaching a settlement on the basis of a comparatively small 
improvement in the Councils last pay offer, designed mainly to 
enable the unions to end industrial action and to secure a speedy 
settlement without an undue sacrifice of their prestige. Sir Norman 
Elliott had made no firm proposals, however, about the degree of 
concession which might be required for this purpose. 

In these circumstances the Cabinet would wish to consider 
whether a concession which would still leave the percentage value 
of the pay increase below 11 per cent would be publicly defensible. 
Such an improvement of less than 1 per cent in the original offer 
might be provided, or example, by raising the increase in basic rates 
from 40s. to 42s. 6d. and providing, in addition, an advance 
allowance to those workers who were awaiting the implementation 
of productivity schemes on the understanding that they consented to 
work-study. Agreement on such a basis, however, might well not 
prove feasible. The leader of the union side had appeared ready 
on the previous day to reach a settlement only on the basis of an 
increase of as much as 50s. in basic rates, together with a productivity 
allowance; and his colleagues might wish to stand out for even 
higher increases. 

The Secretary of State for Employment said that in his judgment 
the chances that the unions would be willing to reach a settlement 
on the following day were small. There were nevertheless arguments 
for authorising the Electricity Council to reach a settlement not 
exceeding an 11 per cent increase if the opportunity occurred. Their 
representatives had so far played their part loyally and well in the 
negotiations and had forthrightly rejected all suggestions that they 
were acting on Government instructions. In order to maintain their 



integrity and morale it might be desirable not to deny them a 
reasonable further measure of negotiating discretion, especially since 
they could be relied on to hold to their assurance that they would 
not propose any improvement in the CounciFs existing offer unless 
and until the union representatives had shown beyond doubt that 
such an improvement would lead to a final settlement. Nevertheless, 
there remained some risk of failure to reach an agreement; and once 
an improvement had been tabled, any subsequent court of inquiry 
would inevitably start from a higher base than if the Council were 
instead asked to rest firmly on their present 10 per cent offer. 

In discussion it was emphasised that public opinion was now 
moving strongly in favour of continued resistance to the extravagent 
demands of the unions. The unions themselves could hardly be 
impervious to this influence, although the fact that their members 
were able to maintain their earnings during the go-slow gave them 
no inducement to resume normal working. In these circumstances 
the public would regard the appointment of a court of inquiry at 
the present juncture as a retreat by the Government; and it was 
generally agreed that this course should not be entertained for the 
time being. It was recognised, however, that it might be difficult to 
refuse a request by the unions for the appointment of a court of 
inquiry if they undertook to resume normal working. 

Although the Chairman of the Electricity Council did not 
wholly dismiss the possibility that the meeting of the trade union 
side of the NJIC on the following day would lead to a negotiated 
settlement within tolerable limits, the refusal by the Northern 
Ireland workers of the offer of a 15 per cent increase in earnings 
made it extremely unlikely that a settlement at any lower level would 
be acceptable to the unions in Great Britain. It was agreed that 
the Electricity Council should not volunteer any additional offer, 
since, even if it were rejected, it would nevertheless raise the level 
of the pay increase likely to result from a court of inquiry if one 
were ultimately set up. It was more difficult, however, to decide the 
appropriate response in the unlikely event of the unions proposing 
a settlement involving an increase of no more than 11 per cent on 
earnings with the addition of advanced productivity payments. On 
the one hand, a court of inquiry, if it were ultimately appointed, 
might well recommend an increase of more than 11 per cent; and it 
would therefore be impolitic to reject the opportunity of settling the 
dispute on the basis of a lower increase without an inquiry. As 
against that, the acceptance by the Electricity Council of a negotiated 
settlement involving only a marginal increase on their existing offer 
would be liable to be publicly regarded as a defeat for 
the Government in their efforts to contain inflation. Moreover, even 



if a settlement could be obtained by an addition of no more than 
1 per cent to the Councifs existing offer, the unions would seek to 
exaggerate the size of the advantage which they had obtained even 
though this could be countered by concentrating attention on the 
marginal nature of the addition rather than on the absolute amount 
involved. In these circumstances it would probably be best that, if 
the union side made an offer within limits which might be judged 
worthy of consideration, the representative of the Electricity Council 
should undertake to refer it to the management side, even though 
this would entail some risk that the Council would appear not to be 
a wholly free agent despite their insistence that the Government were 
not seeking to influence their judgment. 

On the alternative assumptions, however, that in the event the 
unions did not make any offer which the Electricity Council could 
reasonably be expected to entertain, it was for consideration whether 
the Council should withdraw the offer which they had already made. 
This offer had been described by Government spokesmen at the time 
as reasonable; but an offer which was reasonable in the course of 
negotiation was not necessarily reasonable as a continuing offer after 
the workers had disrupted production. On the other hand a 
withdrawal of the offer in current circumstances would be likely to 
be regarded as provocative, particularly by the many workers who 
were probably seeking to be relatively restrained in their 
interpretation of the work-to-rule; and it might therefore be liable 
to do more harm than good. It would be a different matter, if a 
court of inquiry were set up, for the offer to be formally withdrawn 
for the purpose of the inquiry. That possibility remained open for 
consideration. 

In further discussion it was suggested that the Chairman of the 
Electricity Council should send a letter to every worker, warning 
him of the possible consequences of industrial indiscipline and 
flagrant breach of contract. On balance, however, it was agreed that 
it would be preferable that any letter of this kind should be directed 
primarily to making clear the precise terms of the offer which the 
Council had made. 

The Prime Minister, summing up this part of the discussion, 
said that it was important that no step should be taken to alienate 
the very strong public support which was manifesting itself for 
resistance to the extravagant claims of the unions. No action to set 
up a court of inquiry should be taken for the present. It would be 
preferable that the Electricity Council should not volunteer any 
additional offer; and if, as seemed improbable, the unions put 
forward after their meeting on the following day a new proposal 
which was not entirely undeserving of examination, it would be 
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appropriate that the Council's representative should confine himself, 
so far as possible, to undertaking that it would receive consideration. 
After that meeting had taken place the Secretary of State for 
Employment should meet representatives of the Council and the 
unions separately in order to ascertain the position. He should again 
ask the union representatives if they were prepared to recommend 
a resumption of work. If they were not, they should be asked tq 
reconsider this decision; but if they were, he should indicate that 
he would consider the position against a further meeting with union 
representatives on Monday, 14 December. 

The Cabinet
(1) Took note, with approval, of the Prime Minister's	 summing 

up of their discussion and invited the Secretary of State 
for Employment to be guided accordingly. 

The Cabinet then considered the advisability of proclaiming a State 
of Emergency. They were informed that arrangements had 
provisionally been made for a meeting of the Privy Council at 
5 p.m. that day and that, if an Emergency were proclaimed, it might 
be convenient to arrange the Parliamentary debate on the Emergency 
Regulations on the following Thursday, 17 December. The 
Regulations would remain in force for one month; and Parliament 
would accordingly not need to be recalled during the Christmas 
Recess in order to renew them, if that should be necessary. 

The Secretary of State for Trade and Industry said that 
consideration had been given to making three Orders under the 
Emergency Powers. The first would prohibit the use of electricity 
for advertising and display purposes. It would not be reasonable, 
however, for this prohibition to apply during the coming week-end 
since some firms would be unable to give effect to it until the 
beginning of the following week but would meanwhile be guilty of 
an offence if the Order were effective immediately. The Order 
should therefore be made forthwith but should take effect from 
Monday, 14 December. The second Order would prohibit the use 
of electricity for domestic space heating, subject to a wide range of 
exceptions, for example where no other form of heating was 
available. There were arguments, however, for deferring it until the 
situation had deteriorated further. The third Order would regulate 
the use of electricity by industry. Certain essential services would 
be excluded from its scope; and provision would have to be made 
for the continued use of electricity in other cases for long enough to 
allow machinery to be run down without damage. It was not 
possible, however, to discriminate between non-priority industrial 
users; and most industry would be brought to a halt. Accordingly, 
this Order, too, should not be made until it became essential. 



In discussion the following main points were made: 
(a) The Order relating to domestic space heating would be 

virtually unenforceable. It was not required for the present; and 
further consideration should be given to its implications, particularly 
as regards the elderly and the sick and infirm. 

(b) A comprehensive prohibition by Order of the use of 
electricity for industrial purposes appeared to be unnecessarily 
severe; and some means should be found of discriminating more 
precisely between industries on the basis of relative priorities. The 
Secretary of State might take discretion under the Order to select 
particular industries for restriction or for exemption. It might also 
be possible to restrict the use of electricity for industrial purposes in 
particular areas or at particular times in such a way that the 
available supply was distributed rationally. 

ifi) The use of electricity for street lighting could be prohibited 
by an Order. But the interests of safety called for special 
discrimination; and it was probably preferable to rely on the 
voluntary exercise of discretion by local authorities. 

The Prime Minister, summing up this part of the discussion, 
said that the Cabinet agreed that The Queen should be advised to 
proclaim a State of Emergency that afternoon, and that an Order 
prohibiting the use of electricity for advertising and display purposes 
should be made immediately the Emergency Regulations were in 
force, to come into effect on 14 December. The content and timing 
of possible Orders relating to restrictions on the use of electricity 
for space heating and industrial purposes should be further 
considered by the Ministerial Committee on Emergencies. 
Restriction of street lighting should be left at this stage to the 
voluntary discretion of local authorities. It would be appropriate 
for the Home Secretary to make a statement on television that 
evening, explaining the effect of the Proclamation of a State of 
Emergency and of the Order concerning advertisement and display 
lighting. He should also make it clear, while avoiding specific 
reference to electricity for space heating or industrial use, that 
further Orders would be made as the situation required; and that 
no question of using troops in power stations at present arose. The 
Secretary of State for Social Services should issue a statement on 
the use of stand-by generators for hospitals. 

The Cabinet

(2) Agreed	 that The Queen should be advised to proclaim 
a State of Emergency that afternoon. 

(3) Invited the	 Secretary of State for Trade and Industry to 
make an Order immediately under the Emergency 
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Regulations, to come into effect on Monday, 
14 December, prohibiting the use of electricity for 
advertising and display purposes. 

(4) Invited the	 Home Secretary to broadcast on television an 
explanation of the implications of the Proclamation, the 
Emergency Regulations and the Order concerning the 
use of electricity for advertising and display purposes. 

(5) Invited the Secretary of State for	 Social Services to issue a 
statement concerning the use of stand-by generators for 
hospitals. 

(6) Invited	 the Secretary of State for the Environment to 
reinforce his request to local authorities that street 
lighting should be severely restricted. 

(7) Took note that	 the Ministerial Committee on Emergencies 
would give further consideration to the content and 
timing of possible Orders prohibiting the use of electricity 
for space heating and for industrial purposes. 
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SECRET 
 l. The Cabinet considered a note by the Chancellor of the 
Duchy of Lancaster to which was attached the draft of a statement 
to Parliament on the United Kingdom proposals on Community 
finance and of replies to possible supplementary questions 
(CP (70) 118). 

The Chancellor of the Duchy of Lancaster said that, subject to 
some drafting amendments which he would himself wish to make, 
he proposed to make a statement on the lines indicated in the draft 
attached to CP (70) 118. The draft put the cost of our contribution 
to the Community budget, under the proposals which he would be 
tabling in Brussels, in the wide bracket of £60-£140 million in 1977. 
Such a wide range would indicate how speculative were estimates 
about even this element of the balance of payments cost of 
membership. Moreover, we should be negotiating with the Six 
not only about the size of our gross contribution but also about 
the level of receipts from the Community budget and it was 
important for negotiating reasons also that we should put our 
present estimates in a wide range. As to the economic benefits of 
membership, he thought it would be reasonable to use as an 
indication of the dynamic effects the additional growth rate of 
\ per cent per annum after five years which Mr. Roy Jenkins, then 
Chancellor of the Exchequer, had used in the debate in the House 
of Commons on 25 February 1970 on the White Paper issued by 
the previous Administration (Cmnd. 4289). In answering 
supplementary questions, he would not give any break down of 
the estimated cost of £200-£300 million on account of the other 
adverse short-term effects on our trade balance. He would, of 
course, report to the Cabinet how the negotiations developed on 
Community finance. But they would undoubtedly prove difficult 
and they had to bear in mind in making statements to Parliament 
the effect on those with whom we were negotiating in the Community 
as well as on public opinion in this country. He hoped it would 
be possible to make the statement and table our opening bid in 
Brussels on Wednesday 16 December, and that a Parliamentary 
debate on the negotiations as a whole could be arranged before the 
next Ministerial meeting in Brussels on 2 February. 

In discussion, the following main points were made: 
(a) While it would be very difficult, for the reason given by 

the Chancellor of the Duchy, to achieve the right balance between 
undue optimism and undue pessimism about the net economic 
consequences of membership on the terms we were tabling, the 
draft statement attached to CP (70) 118 seemed to give a little too 
much weight to the need to protect our negotiating position. For 
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example, paragraphs 5 and 9 of the draft both referred to the 
probability that our proposals would still result in our making 
substantial net contributions to the Community budget; this 
repetition might with advantage be avoided. In addition, a 
reference might be included in paragraph 4 to the effect on our 
net contribution, under the proposals we were tabling, of increased 
Community expenditure on regional development. 

(b) Economic commentators would undoubtedly publish 
analyses of our proposals in which their balance of payments 
implications would be fully explored and the conclusion might well 
be drawn that the Government expected the eventual balance of 
payments burden to be larger than present official estimates 
suggested. The question would almost certainly be asked whether, 
even if we achieved significantly faster economic growth as a result 
of joining the Community, the Government would be able to bring 
about the switch of resources needed to meet the balance of 
payments costs. The Chancellor of the Duchy should therefore 
try as far as possible to avoid giving precise estimates of these 
costs in his replies to supplementary questions. It should also be 
borne in mind that the Six would almost certainly continue to 
claim that we were over-estimating the likely costs of membership 
and under-estimating the likely benefits. 

(c) For Parliamentary reasons, it would be preferable if our 
detailed proposals could be presented to the Six on Wednesday 
16 December, so that the Chancellor of the Duchy could make his 
proposed statement on the same afternoon. There would inevitably 
be strong pressure for a Parliamentary debate on our proposals, 
and the Government should forestall this pressure by making it 
clear that they would welcome debates in both Houses before the 
next Ministerial meeting with the Six on 2 February. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that our detailed proposals on Community finance 
should be tabled in Brussels on Wednesday 16 December and that 
the Chancellor of the Duchy of Lancaster should make his proposed 
statement in Parliament on the same afternoon. The Chancellor 
of the Duchy should revise his draft statement in the light of the 
points made in discussion and in consultation with the Foreign and 
Commonwealth Secretary, the Chancellor of the Exchequer and the 
Lord President. He could make it clear, either in his statement 
or in response to supplementary questions, that the Government 
would welcome debates on our negotiations for entry into the 
European Communities in both Houses of Parliament after the 
Christmas recess and before the next Ministerial meeting with the 
Six on 2 February. 
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The Cabinet— 

(1) Took note, with approval, of the Prime Ministers summing 
up. 

(2) Agreed that	 our detailed proposals on Community finance 
should be presented to the Six on Wednesday 16 
December and that the Chancellor of the Duchy of 
Lancaster should make a statement in the House of 
Commons on the same day. 

(3) Invited the Chancellor of the Duchy of Lancaster to revise 
the draft statement attached to CP (70) 118 in the light 
of the points made in discussion and in consultation 
with the Foreign and Commonwealth Secretary, the 
Chancellor of the Exchequer and the Lord President. 

SECRET 
2. The Secretary of State for Employment said that, after the 

previous day's meeting of the trades union side of the National Joint 
Industrial Council (NJIC) of the electricity supply industry, the 
union representatives, with the agreement of the Electricity Council, 
had requested him to appoint a court of inquiry on the basis that, 
provided that its composition and terms of reference were acceptable 
to them, they would then call on their members to resume normal 
working. In subsequent discussion with the leaders of the unions, 
he had emphasised that it was for the Government to decide on 
the terms of reference, although he would be prepared to discuss 
them with the unions. He had also maintained that the terms of 
reference should require the court to have regard to the national 
interest and to take account of the need to curb inflation. The 
latter part of this formula, however, had proved unacceptable to 
the unions; and, after consulting those of his colleagues most 
closely concerned, he had proposed alternative terms of reference 
which would require the court, in inquiring into the causes and 
circumstances relevant to the dispute and the unions' claim for a 
substantial pay increase and improvements in the conditions of 
service of their members, to have regard to the interests of the public 
and the national economy. The union leaders had agreed to consult 
the full trade union side of the NJIC on this proposal; but in the 
early hours of the morning their leader had reported that he had 
been unable to persuade them to accept it although they would 
agree to terms of reference which specified " the public and the 
national interest". He had not felt able to concede the omission 
from this phrase of the word " economic "; but it had been agreed 
that both sides would say that the discussions about the appointment 
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of the court of inquiry had been adjourned, rather than broken off, 
and that they would be resumed later that morning. The difference 
between the two sides, as the leader of the unions' side had publicly 
admitted, was one of principle rather than of mere wording. As he 
himself had subsequently made clear to the Press, there was 
agreement on meeting within the terms of reference the 
requirements of the employers and the unions but there remained 
a difference of opinion about the manner in which, in conformity 
with the Governmenfs stipulation, the need to have regard to the 
national interest should be expressed. On the other hand if the 
argument about the terms of reference continued for more than 
another day or so, existing public feeling that the unions were being 
unreasonable in maintaining their work-to-rule might give place to 
a feeling that it was the Government who were being unreasonable 
in their insistence on the inclusion of the single additional word 
" economic " in the terms of reference. Failing early agreement 
with the unions, it might therefore be right for the Government to 
proceed forthwith to appoint the court of inquiry with the terms 
of reference which he proposed, since this would make it difficult 
for the unions publicly to justify continuing their work-to-rule 
simply as an objection to terms of reference which, it would be 
generally thought, rightly required the inquiry to pay regard to 
the national economic interest while meeting the unions' own wishes 
in all other respects. Although there had been no substantive 
discussion with the unions about the membership of the proposed 
court of inquiry, he did not expect this to become an issue. He 
had informed the union representatives that he would be willing 
to receive any suggestions about the composition of the inquiry 
which they or the employers wished to make; but he had reminded 
them that under the Industrial Courts Act, 1919, both the 
composition and the terms of reference of a court of inquiry were 
solely his responsibility. 

In discussion it was suggested that although it might earlier 
have been possible to argue that the simple expression " the 
national interest" embraced the economic interests of the nation, 
the lengthy argument which had now taken place about the 
inclusion of the word " economic" made it hardly possible to 
withdraw this word without implying that " the national interest " 
could be held to carry some narrower meaning. Nor would it be 
satisfactory to accept merely " the national interest" in the terms 
of reference and to try to achieve the Governmenfs purpose by 
stipulating separately that the Government would expect the court 
of inquiry to interpret this phrase as including the national 
economic interest; once the court of inquiry was established it 
was for its members to interpret the terms of reference which they 
had been given. It might however be possible to state expressly 



that the terms of reference should be designed to meet the wishes 
of the Government as well as those of each of the parties to the 
dispute and that the reference to the national economic interest 
was included in order to reflect the specifically Governmental 
concern in the matter without necessarily committing the other 
parties to endorse that concern. 

The Prime Minister, summing up this part of the discussion, 
said that public opinion already regarded the unions as having 
suffered a considerable reverse. It might therefore be unwise to 
refuse to appoint a court of inquiry, even if the unions refused to 
order a resumption of normal working, since to do so might unite 
the moderates with the militants and might also risk making the 
Government themselves appear unreasonable. The Cabinet agreed, 
however, that for the present it would be right to continue to 
insist that the terms of reference should require the court to have 
regard to " the national economic interest" and to maintain 
pressure on the unions to accept terms of reference on the lines 
proposed by the Secretary of State for Employment, while ordering 
a resumption of normal working when the inquiry was appointed. 
The unions might well come to realise that they would be in a weak 
public position if they refused; and, if they were seen to have 
accepted the terms of reference only after a struggle, the 
Government would be able more convincingly to counter 
suggestions that their agreement to appoint a court of inquiry was 
itself a retreat. 

The Secretary of State for Trade and Industry said that the 
electricity supply now available was currently about 20 per cent 
short of the potential output of the power stations, although the 
Electricity Boards were having to shed rather more than 20 per 
cent of the potential load at times of peak demand. The latest 
assessment by the Electricity Council was that, if the supervisory 
engineers continued to give their full co-operation, any further 
deterioration in the available supply during a continued work-to
rule by the manual workers would be only gradual; and, even if 
the manual workers withdrew their labour completely, it should be 
possible, given co-operation by the supervising engineers, to 
maintain rather more than 50 per cent of the normal supply. In 
those circumstances, however, it might not in fact be realistic to 
assume the full co-operation of the supervising engineers; and, if 
they too withdrew their labour, the maximum output which could 
be expected, even if the Boards invoked the help of engineers from 
the industry's management staff reinforced by volunteers and 
Servicemen, would be only about 20 per cent of the normal supply. 
If industrial action were than taken by other unions in sympathy 
with the electricity workers to deny the industry supplies of 



materials essential to continued operation, the power stations could 
be brought to a halt within a week, unless other action were taken 
under Emergency Powers to ensure that essential supplies of 
materials were maintained. 

The effect of the Order made under Emergency Powers on 12 
December, prohibiting the use of electricity for display lighting 
and advertising from 14 December, would be to save about \ per 
cent of normal consumption. Its primary purpose, however, was 
psychological. There were no readily available means of further 
reducing consumption in order to conserve supplies for essential 
users without resorting to the general prohibition of the use of 
electricity in non-essential industry, or for domestic space heating, 
between specified hours. An Order restricting the use of electric 
space heaters would in any event be unenforceable. It would 
therefore be advisable not to make Orders on these lines until such 
action became essential and to seek to continue to achieve the 
necessary load-shedding by restricting supplies area by area in 
rotation. The pattern of the electricity distribution networks made 
it impracticable in any case to guarantee uninterrupted supplies to 
such essential users as hospitals without also maintaining the supply 
to non-essential users in the same neighbourhood. The possibility 
of securing a saving of electricity by the restriction of television 
broadcasts had also been examined; but this, too, would be best 
considered area by area, in order to avoid the risk that, if common 
hours of restricted transmission were adopted throughout the 
country, electrical plant might be damaged by the surge-effects 
which would develop whenever transmission was abruptly resumed 
after a period of interruption. On the other hand the electricity 
authorities could be invited to try to ensure that the offices of the 
national newspapers were not deprived of electricity at edition 
times. 

The Prime Minister, summing up a brief further discussion, said 
that the Ministerial Committee on Emergencies should consider the 
further Orders which might be made to regulate the use of electricity 
in industry and in the home in the interests of more essential users 
if output should deteriorate to the extent of a loss significantly 
greater than the 20-30 per cent presently being experienced. Even 
if the unions ordered a resumption of normal working, it would take 
a little time before full production was restored; and the Order 
prohibiting the use of electricity for advertisement and display 
purposes would need to be retained in force for the time being. 

The Cabinet-
Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Home Secretary and 
the Secretary of State for Trade and Industry to be guided 
accordingly. 



Public 
Expenditure 

Report of the 
Public 
Expenditure 
Survey 
Committee 
1970 
Previous 
Reference: 
C M (70) 30th 
Conclusions, 
Minute 3 

CM 47 (70) 

CONFIDENTIAL 
3. The Cabinet considered a memorandum by the Chancellor 

of the Exchequer (CP (70) 117) about the report of the Public 
Expenditure Survey Committee (PESC) 1970. 

The Prime Minister said that since the completion of the 
autumn review of public expenditure and the publication of " New 
Policies for Public Spending " (Cmnd. 4515) the Chancellor of the 
Exchequer and the Chief Secretary had, in consultation with the 
spending Ministers, reached virtually complete agreement on the 
full public expenditure forecasts to 1974-75 set out in the PESC 
Main Report and Appendices; they should be congratulated. 
Decisions on a few items must await discussion at a later stage— 
notably the school and university building programmes for 1973-74 
and 1974-75 and the total sum to be made available for local 
authority mortgage lending. This agreement was satisfactory. The 
programmes in the PESC report, however, would give the 
Government little room to manoeuvre. Inroads were already being 
made into the contingency reserves. Expenditure must be further 
reduced by the strictest economy in existing programmes, and 
through the current review of Departmental functions. Work was 
in hand to enable a full White Paper on Public Expenditure to 
1974-75 to be published in the week beginning 18 January after 
consideration by Cabinet (in his absence) in the preceding week; 
this time-table should be adhered to. 

The Chancellor of the Exchequer emphasised the need for the 
continued restraint and further reduction. On the programmes in 
the PESC report, and taking account of tax changes already 
announced, the Government would have no more than some £250
£300 million in demand in hand for 1974. He invited the Cabinet 
to note the pattern of expenditures as costed in the PESC report 
for the period to 1974-75 and to agree that public expenditure as 
a whole should be kept within the totals for each year of the 
period; to approve the costings of the individual expenditure 
programmes set out in Table 5 of the report as maxima for the 
purposes of management of the programmes; to agree that the 
search for further savings should be vigorously pursued, including 
those from the review of functions commissioned by the Prime 
Minister; and to agree that a draft White Paper on Public 
Expenditure should be prepared on that basis. 

In discussion the following points were made: 

(a) Further consideration would need to be given to the 
presentation in the White Paper of the figures for overseas aid in 



relation to the 1975 target of 1 per cent of gross national product 
for private and public flows together; of the way provision might 
be made for the cost of new civil aircraft and aero-engine projects; 
and of the impact of the relative price effect on social service 
programmes. 

(b) There were likely to be demands for substantial increases 
in investment in the nationalised industries, particularly in steel and 
electricity. The Sub-Committee on Nationalised Industry Policy 
of the Ministerial Committee on Economic Policy would be 
considering the possibility of raising funds from the private sector 
but a change in the method of financing would not reduce the 
demand for real resources required to carry out this investment. 
Some of the investment proposed by these industries would, if 
examined sufficiently rigorously, probably prove to be unnecessary 
or more costly than required. 

(c) Proposals would be made for additional expenditure on the 
health services if, at a later date, there were more room for 
manoeuvre. 

The Prime Minister, summing up the discussion, said that the 
Cabinet endorsed the points made by the Chancellor of the 
Exchequer in paragraph 10 of his memorandum CP (70) 117, and 
in particular the need to continue the search for further savings. A 
draft White Paper should now be prepared for consideration by the 
Cabinet in the week beginning 11 January. Any detailed points 
of presentation should be discussed by the Ministers concerned with 
the Chancellor of the Exchequer. The Chief Secretary, Treasury 
might also arrange, in consultation with the Secretary of State for 
Trade and Industry and the other Ministers concerned, for further 
consideration to be given to the investment programmes of the 
nationalised industries. 

The Cabinet—

(1) Noted the pattern	 of expenditure to 1974-75 as costed in 
the PESC report. 

(2) Agreed that	 public expenditure as a whole should be so 
managed as to keep within the annual totals shown in 
the PESC report. 

(3) Approved	 the costings of the individual expenditure 
proposals set out in Table 5 of the PESC report as 
maxima—subject to the outcome of 4 below and to the 
existence of certain " unprogrammable " elements. 

(4) Invited all Ministers to	 ensure that the search for further 
savings was vigorously pursued. 
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Commission 

(5) Invited the	 Chancellor of the Exchequer to arrange for a 
draft White Paper to be prepared for consideration by 
the Cabinet in the week beginning 11 January, clearing 
detailed points of presentation with the Ministers 
concerned as necessary. 

(6) Invited the	 Chief Secretary, Treasury in consultation with 
the Secretary of State for Trade and Industry and other 
Ministers concerned, to give further consideration to the 
investment programmes of the nationalised industries. 

CONFIDENTIAL 

4. The Cabinet considered memoranda by the Secretary of 
State for Employment (CP (70) 96) and by the Secretary of State 
for Trade and Industry (CP (70) 114) about the future of the 
Monopolies Commission. 

The Secretary of State for Trade and Industry said that on the 
two main issues which had remained to be resolved when 
CP (70) 96 was circulated to the Cabinet, he was glad to say that 
on further reflection he did now agree that the Government needed 
to retain some powers to investigate mergers under the Monopolies 
and Mergers Act, 1965 provided that they were used very rarely 
indeed in cases where the purposes of the proposed merger was 
quite clearly contrary to the national interest. He was also ready 
to agree that the Monopolies Commission should be empowered 
to propose to him subjects (monopolies and mergers) for formal 
inquiry. He would, however, continue to authorise all inquiries. 
The proposals set out in CP (70) 96 amounted to a substantial 
programme for revitalising the Monopolies Commission and for 
extending the scope of legalisation to achieve a more effective 
competition policy. But the Government would be unwise to 
commit themselves now in detail to the terms of new legislation 
which could not be fitted into the legislative programme for the 
present session. It would, however, be possible to implement much 
of the new policy under existing legislation and he invited the 
Cabinet to agree that he should make a statement in the House 
of Commons, on the lines of the draft annexed to CP (70) 114, 
indicating the Governmenfs intention to introduce legislation in 
due course and meanwhile to make important changes of practice 
within the scope of the existing legislation. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet approved the general policy indicated in CP (70) 96, 



with continued investigation of mergers in those rare cases where 
the national interest was significantly involved. The Cabinet would 
have a further opportunity to review the policy as a whole and the 
future role of the Monopolies Commission before new legislation 
was approved. Meanwhile they agreed that the Secretary of State 
for Trade and Industry should make a statement to the House of 
Commons on the lines of the annex to CP (70) 114 on Thursday, 
17 December. 

The Cabinet— 

(1) Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

(2) Invited the Secretary of State for Trade and I
make a statement on the lines of the

ndustry
 annex

 to 
 to 

CP (70) 114 on Thursday, 17 December. 

Cabinet Office, 
14 December, 1970. 
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SECRET 
0 v  e r  s e a, .  1. The Foreign and Commonwealth Secretary said that the 

recent disturbances in Poland, following the announcement of a 
Poland series of major price increases, had been on a considerable scale. 

The Polish authorities had had to use tanks and tear gas to deal 
with the rioters; but, so far as we knew, they had not called on 
the Soviet forces for assistance. As a result of the disturbances 
the First Secretary of the Polish Communist Party, Mr. Gomulka, 
had resigned his post and had been replaced by Mr. Gierek. The 
latter belonged to the more uncompromising and pro-Soviet wing 

II of the Polish Communist Party; but he had considerable working
class support, particularly among the miners. There had also 
been a number of changes in the composition of the Politburo, the 
most important new member being Mr. Moczar, who had a 
reputation for strong Polish nationalist views. It was likely that 
the new leadership would take a more pro-Soviet line and that the 
Soviet grip on Eastern Europe would in consequence be tightened. 
The changes in Poland might also strengthen the position of the 
leadership in the German Democratic Republic and encourage them 
in intransigence over Berlin. The implications for the Federal 
German Republics Ostpolitik were more difficult to evaluate. 
German-Polish relations might suffer. On the other hand the Soviet 
Government were known to be anxious to secure the ratification 
of the German-Polish treaty; and the new leaders in Poland were 
unlikely to oppose Soviet wishes. 

The Cabinet-
Took note of the statement by the Foreign and 
Commonwealth Secretary. 

SECRET 
Visit of the 2. The Prime Minister gave the Cabinet an account of his 
Prime Minister  Ottawa and Washington, together with the Foreign and 

0to Ottawa and
 t Q

 . , .
Washington Commonwealth Secretary, in the previous week. His discussions 

with the Canadian Prime Minister, Mr. Trudeau, had been relaxed 
and cordial. The Canadian Government had been gratified by the 
support which we had given them in their efforts to secure the release 
of the United Kingdom Trade Commissioner in Montreal, Mr. Cross, 
and by our refusal to bring any pressure to bear on them to accede 
to his kidnappers' demands. But, though they were relieved by the 
successful outcome of this episode, they were clearly disturbed by 
French Canadian extremist activities and their possible implications 
for the stability of Canada. 

SECRET 
128848-2 B* 



In discussion on the forthcoming Commonwealth Prime 
Ministers' Conference in Singapore and the problem of arms supplies 
for South Africa Mr. Trudeau had expressed the view that the 
Commonwealth association was worth preserving, although not at 
any price. He had conveyed to us the text of a draft declaration 
on the ideals and purposes of the Commonwealth, which had been 
given to his personal envoy in the African countries, Mr. Ivan Head, 
by Presidents Nyerere of Tanzania and Kaunda of Zambia, with the 
request that the Canadian Government would transmit it to the 
British Government for consideration. The Prime Minister had 
undertaken that we would study this declaration sympathetically, 
provided that it was not an attempt, under the guise of a general 
declaration of non-racial principles, to limit our freedom of action 
on specific issues. 

As regards Europe, the Canadian Minister of External Affairs, 
Mr. Mitchell Sharp, had made it clear that the Canadian Government 
accepted our policy of seeking entry into the European Economic 
Community, while reserving their freedom of action to take any 
measures which they regarded as necessary to safeguard their own 
interests. 

The subsequent discussions in Washington with the United 
States President, Mr. Nixon, and the United States Secretary of 
State, Mr. Rogers, had covered a wide field. The President had 
expressed himself as strongly in favour of European political and 
economic integration and had indicated that the United States 
Administration were prepared to accept the consequences for their 
own trading interests which the latter might entail. He had made 
it clear, however, that some of the economic and agricultural policies 
of the European Economic Community might confront the United 
States with considerable problems; and he had emphasised the 
importance for his Government of retaining the political support of 
the farming community in the United States. Nevertheless, he had 
indicated his support for liberal commercial and agricultural policies; 
and it seemed likely that legislation now before Congress aimed 
at restricting textile and other imports to the United States would 
not be proceeded with. 

On defence and European security, it had been clear that there 
was no question of early and substantial United States force 
withdrawals from Europe. But the President had expressed 
considerable misgivings about the Ostpolitik currently being pursued 
by the Federal German Chancellor, Herr Brandt. As regards 
East-West relations generally, the popular reports of a deterioration 
in United States-Soviet relations seemed to be unfounded. On the 
other hand, the United States Government were evidently 
determined to watch Soviet actions very closely, to be ready to 
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resist Soviet penetration whenever necessary and to make no 
concessions unless these were matched by corresponding concessions 
on the Soviet side. 

In discussion on the Middle East the Prime Minister had 
urged the need for a new and more constructive approach to the 
problem of a settlement of the dispute between Israel and the Arab 
countries. But the United States Government were clearly 
apprehensive that increased pressure on Israel might prove counter
productive. On Vietnam the President had been determined to 
pursue the policy of Vietnamisation and progressive withdrawal of 
United States troops; and he had expressed considerable optimism 
about the outcome. 

In the course of exchanges about the security of the Indian 
Ocean and arms sales to South Africa the President had indicated 
that he was impressed by the thoroughness of British studies of the 
problems of the area; and he had made it clear that, if any Black 
African Governments were to seek United States assistance in order 
to replace the British aid which they might lose if they left the 
Commonwealth, he would leave them in no doubt that it would be 
useless for them to turn to the United States in the expectation that 
the latter would take Britain's place. In discussion on South-East 
Asia he had emphasised the necessity of maintaining a British 
military presence and had welcomed the defence arrangements which 
we were proposing to establish with the Governments of Australia, 
New Zealand, Malaysia and Singapore. 

In sum, the discussions had been extremely useful, not least 
because they had showed that we could now discuss problems of 
mutual concern with the United States Government with complete 
frankness and should be able to bring our influence to bear while 
their ideas on policy were still at the formative stage. 

The Cabinet-

Took note of the statement by the Trime Minister. 

CONFIDENTIAL 
3. The Cabinet discussed proposals by the Secretary of State 

for Employment for the membership and secretariat of the court 
of inquiry into the pay dispute in the electricity supply industry. 

SECRET 
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General The Cabinet were given assessments of current industrial action 
by firemen and airport workers in furtherance of their pay disputes 
and were informed of current and prospective pay negotiations in 
the Civil Service, the gas industry and the motor industry. 

The Home Secretary said that the Ministerial Steering 
Committee on Pay Negotiations had that morning reviewed the 
current situation and prospective pay negotiations in the public 
sector until mid-January; and the Ministerial Committee on 
Emergencies had that afternoon reviewed the contingency plans for 
dealing with any extension of industrial action in the gas industry. 

In discussion it was emphasised that the extent to which 
employers in general succeeded in resisting inflationary wage 
settlements during the forthcoming round of private sector pay 
negotiations would be of critical importance for the Governmenfs 
success in reducing the general level of pay settlements. The recent 
success in resisting industrial action in the electricity industry had 
heartened many employers; but in the motor industry, where 
bargaining procedures were unco-ordinated between the constituent 
elements, the employers' resistance seemed likely to be weakened 
as a result of the inadequate financial strength of the leading firms 
and their inability to withstand the costs imposed by strikes. If, 
however, these firms again made settlements at double or more the 
level of that which it was now hoped to achieve in the electricity 
industry and elsewhere in the public sector, the success of the 
Government^ policies could be quickly undermined. In these 
circumstances consideration should be given to all possible ways 
of strengthening the resolve of private employers and bringing the 
force of public opinion to bear on them to resist inflationary awards. 

The Prime Minister, summing up the discussion, said that the 
work already in progress to identify ways of strengthening the 
bargaining power of private sector employers and improving 
co-ordination between them in the handling of wage negotiations 
should be pressed ahead. The Secretary of State for Employment 
would be having further discussions with the Confederation of 
British Industry and with the leading motor manufacturers; and he 
might find it helpful to associate the Chancellor of the Exchequer 
with these exchanges. Additionally, and in consultation with the 
Lord President of the Council, he should consider how public opinion 
might be mobilised in support of the Governmenfs own efforts in 
strengthening the resistance of employers in the private sector to 
inflationary wage settlements. The Cabinefs discussion of the 
possible membership of the court of inquiry into the electricity pay 
dispute suggested that there would be value in drawing up a panel 
of individuals who might be suitable for such appointments; and 
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Ministers should let the Secretary of State of Employment have a 
note of any names which they recommended for inclusion. 

The Cabinet— 

Took note, with approval, of the Prime Minister^ summing 
up of their discussion. 

CONFIDENTIAL 
Upper Clyde 4. The Cabinet considered a memorandum by the Secretary 
Shipbuilders  (CP(70)120) about Upper ClydeQ f g t a t e f o r T r a d e a n d I n d u s t r y

Shipbuilders Limited (UCS). 

The Secretary of State for Trade and Industry said that his 
Department had had reason to doubt in the autumn whether UCS 
was solvent and in a position to carry on trading; and they had 
therefore asked the company for an early report on their financial 
position. UCS had reported that there would be a deficiency on 
net current assets throughout 1971 but that they would be operating 
profitably from next summer and in due course would return to 
solvency. The Board of Directors had accordingly considered that 
they were justified in continuing to trade; but they had concluded 
that they would have difficulty in practice in trading beyond 1971 
unless there was an adjustment in the status of loans from public 
funds. This would have to take the form of subordination of these 
loans to other debts, conversion of part of the loans to an equity 
holding or writing off. He was bound to say, however, that he 
considered the forecasts made by UCS were optimistic and that 
UCS would not continue to be commercially viable in its present 
form. He had accordingly considered whether, in the special 
circumstances of the company, he should continue to make available 
the usual credit guarantees for shipowners ordering ships from UCS. 
If he did so, the amount of guaranteed loans at risk would rise 
from about £14 million to about £25 million; and he had been 
advised that in some cases, if UCS failed to complete ships, the 
shipowners involved might default on their guaranteed loans and 
the Government would then be liable. The Ministerial Committee 
on Economic Policy had considered this situation in the previous 
week and had agreed that he should inform the Board of UCS 
that the Government did not feel able to continue offering credit 
guarantees in respect of ships ordered from UCS. The Committee 
had also agreed that he should therefore try to persuade the UCS 
management that the company did not have a future and to secure 
their agreement to an orderly rundown. It was important to avoid 
a sudden liquidation of the company not only because a large 
labour force was involved (8,000 at present excluding Yarrow's) 



in an area of high unemployment but also because Yarrow 
(Shipbuilders) Limited, which was an important supplier to the 
Royal Navy, should, if at all possible, be extracted from the UCS 
consortium before the latter faced liquidation. He had accordingly 
seen the directors of UCS, who had said that they had thought 
that they would be able to arrange a scheme under which shipowners 
with ships on order from the company would agree to pay a higher 
price in order to secure completion at what would still be a 
reasonable cost, given the increase in prices over the last year or 
so, and that such an arrangement could increase the company's 
cash flow by about £3 million. He had undertaken to consider 
such a scheme; and he would be meeting the Board again on the 
following day in order to ascertain whether they had in fact managed 
to make such an arrangement. If, as he expected, they were 
unable to produce a satisfactory scheme, he intended to tell them 
firmly that they must work out arrangements for an orderly 
rundown of the company. If, on the other hand, a scheme to 
produce a sum of the order of an additional £3 million did appear 
feasible, it would be difficult for the Government to refuse the usual 
credit guarantees for the ships ordered from UCS. But even in 
the latter circumstances the company should be ready to work 
out arrangements for some rundown of their labour force, including 
the closure of the Clydebank yard. He asked the Cabinet to agree 
that he should have discretion to proceed as he thought best, but 
broadly on the lines he had indicated, in the light of his further 
meeting with the Board of the UCS on the following day. 

The Secretary of State for Scotland said that the gradual 
rundown and dismemberment of the UCS Group was unavoidable 
and the Government should no longer be prepared to finance its 
continuance. The Clydebank yard must close. There was, however, 
a risk that the Government would appear to be discriminating against 
the Clyde if there were a forced liquidation, particularly at a time 
when credit guarantees would continue to be freely available to 
other shipbuilding firms and the Government were about to 
provide support for Harland and Wolff Limited and, possibly, for 
Short Bros, and Harlands. Moreover, in view of the current high 
rate of unemployment in Scotland it was particularly important to 
phase any redundancies. He therefore hoped that it would be 
possible to arrange an orderly rundown with the co-operation of 
the UCS Board and, if the additional £3 million were forthcoming, 
to phase the closure of Clydebank and the dismemberment of the 
Group over the next year or so. This would enable the separation 
of Yarrow (Shipbuilders) Limited from the Group to be completed 
and would increase the likelihood that the Lower Clyde Group could 
take over part of the UCS facilities. 
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CM 48 (70) 
The Prime Minister, summing up a short discussion, said that 

the Cabinet agreed that support for the UCS Group should not be 
continued. In the circumstances the Secretary of State for Trade 
and Industry should explore with the UCS Board on the following 
day any proposals which they might have for finding additional 
cash from the shipowners. If there were a realistic possibility that 
the company could continue without further Government funds 
and provided that he was satisfied that they would close the 
Clydebank yard and complete the separation of Yarrow 
(Shipbuilders) Limited as soon as practicable, he might have 
discretion, in consultation with the Chancellor of the Exchequer 
and the Secretary of State for Scotland, to agree, to the extent 
necessary, to credit guarantee proposals and to the subordination 
of the existing loans. If, however, the Board's proposals provided 
no realistic basis on which the Group might continue trading, he 
should seek to make the best possible arrangements with them for 
the orderly rundown and dismemberment of the Group, while 
avoiding any liquidation or announcement of immediate closures 
until after the New Year. Once the position had been established, 
he should consider urgently, together with the Foreign and 
Commonwealth Secretary, what should be said to the Indian 
Government about the outstanding order with which the Overseas 
Development Administration were concerned. 

The Cabinet
(1) Took	 note, with approval, of the summing up of their 

discussion by the Prime Minister. 
(2) Invited the	 Secretary of State for Trade and Industry to 

be guided, in his further discussions with the Board of 
Upper Clyde Shipbuilders Limited, by the Prime 
Ministers summing up of their discussion. 

CONFIDENTIAL 
5. The Cabinet considered a memorandum by the Lord Privy 

Seal (CP (70) 119) on Civil Service non-industrial manpower. 
The Lord Privy Seal said that the Cabinet had decided on 

22 September to aim to reduce the number of non-industrial civil 
servants below 500,000 by 1 April 1971 and to make further 
reductions thereafter. Reductions of just over 2,000 had been made 
in the forecast for staff in post on 1 April 1971 which now stood 
at 501,830. If Departments avoided further increases and made 
additional small economies, it should be possible to reduce the total 
to less than 500,000 by 1 April 1971. He hoped and believed that 
this could be done without arbitrary action; but, if necessary, some 
deferment of recruiting might have to be made in order to achieve 
the objective. 



Current estimates indicated that the number of staff in post 
on 1 April 1972 would be over 515,000. Factors outside the 
Governments immediate control, such as the growth of population, 
would tend to increase staff requirements; some of the policies 
introduced by the Government since they took office in June, such as 
increased selectivity in social service benefits, had added at least 1,500 
to Civil Service manpower requirements in the period; and certain 
additions to numbers, such as the transfer of 1,600 staff from local 
authorities in the course of establishing the unified Courts Service, 
were inescapable. Moreover, the staff economies which would 
ultimately result from reducing and eliminating functions necessarily 
took some time to achieve. Even so, a staff total amounting to 
515,000, although 1,500 less than had been forecast in September, 
could not be regarded as acceptable. 

In these circumstances it would, admittedly, be possible to insist 
that staff numbers should not exceed 500,000 at 1 April 1972 even 
if this could be achieved only by arbitrary reductions. But to 
proceed in this way would be incompatible with the Governmenfs 
determination not to reduce numbers without at the same time 
curtailing Departmental functions; and the impact on the Staff Side 
would be unfavourable. It would be preferable to establish 510,000 
as the upper limit for 1 April 1972 and, without taking any arbitrary 
action, to seek during 1971-72 to reduce numbers below this level, 
towards a figure of 500,000, by progressively eliminating functions. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet generally endorsed the Lord Privy Seal's proposals. 
There could be no question of exceeding the figure of 500,000 non
industrial civil servants in post at 1 April 1971; and arbitrary action 
would have to be taken at the margin, if necessary, in order to 
achieve this figure. Ministers should give all possible support to the 
Lord Privy Seal, however, in order to avoid action of this kind. 

If staff numbers were to be restricted to 510,000 at the 
maximum at 1 April 1972 and, if possible, to be reduced still further 
to 500,000 by that date, radical action by way of reducing functions 
would be necessary. A start had already been made on this problem; 
and it was important that this impetus should be maintained and 
that Ministers should not shrink from contemplating substantial 
and radical reductions in the functions and operations of their 
Departments. Small increases in staff need not be precluded, so 
long as they were related to definite requirements of policy and were 
offset by large decreases. Provided that functions were reduced 
and arbitrary staff cuts were avoided, the efficiency of the Civil 
Service should not be affected. It was important to ensure that 
the arrangements which had been introduced for better management 



of the Civil Service, greater efficiency and mobility of staff, improved 
training and better promotion prospects should be maintained while 
reductions in staff numbers were being made. 

Presentation of the position in 1971-72 would require careful 
consideration; and the categorisation of industrial and non-industrial 
civil servants, together with the differentiation between permanent 
and temporary staffs, should be re-examined in order to eliminate, 
so far as possible, anomalies which were liable to be misrepresented. 

The Cabinet

(1) Took note, with approval, of the Prime Ministers	 summing 
up of their discussion. 

(2) Invited	 the Lord Privy Seal to be guided accordingly in 
his consultations with Departmental Ministers and in the 
preparation and presentation of staff estimates for 
1 April 1971 and for 1971-72. 

6. The Prime Minister, in wishing his colleagues a happy 
Christmas, thanked them for their loyal support and encouragement 
during the new Governmenfs first six months of office. 

The Home Secretary said that the whole Cabinet, in 
reciprocating the Prime Minister^ good wishes for Christmas, 
would wish to thank him for his leadership and example during a 
period in which the Government, though faced with many difficult 
problems, had begun to convince public opinion that they were 
capable of facing them with courage and resolution. 

Cabinet Office, 
23 December, 1970. 


