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SECRET 

INDEX 

A 

AGRICULTURAL INDUSTRY 
Annual review White Paper CP 32. 
Annual review; cost of total award; need to consider in more detail the problem of price increases 

CP 23, 11 (4). 
Request for increase in total award refused 13 (7). 

AGRICULTURAL INTERIM IMPORT LEVIES 
Negotiations with overseas suppliers; difficulties in negotiations with the United States of America 

on cereals C  P 21, 10(5). 
Import levy arrangements for cereals; negotiations with the United States; notice to terminate 

agreements with minor cereals suppliers CP 25, 12 (7). 
Agreement reached with the United States and other Governments; discussions still to be 

completed with the Argentine Government 15 (8). 

AIRPORTS 
Ministers to examine whether controls over growth of traffic were adequate CP 34, 17 (6). 

AIR TRANSPORT WORKERS 
See PAY. 

ALIENS 
See IMMIGRATION. 

ARAB/ISRAELI DISPUTE 
Situation report; mission of the Special Representative of the United Nations resumed 1 (2). 
Extension of cease-fire agreement 8 (3). 
Latest initiatives by the Special Representative of the United Nations 10 (3). 
Arab/Israeli reactions to the initiatives of the Special Representative; general situation report 

11 (2). 
Situation report 12 (2). 
Possible agreement to the re-opening of the Suez Canal 21 (5). 
Latest peace moves 37 (2). 
Report by the Foreign and Commonwealth Secretary on his visit to the Arab Republic of Egypt 

47(2). 

Belligerent speech by the President of Egypt 58 (2). 


ARMED FORCES 
See PAY. 

ARMS FOR SOUTH AFRICA 
See also COMMONWEALTH PRIME MINISTERS' CONFERENCE. 

South African arms undertaking; contingency plans during the Commonwealth conference and 
after our announcement of intentions CP (70) 122, CP 1, 1 (4). 

Prime Ministers proposed Parliamentary statement on the outcome of the Prime Ministers 
Conference in Singapore. Wasp helicopters—legal obligation for us to supply under the 
Simonstown Agreement. White Paper to be published defining the Government^ legal 
obligations under the Agreement 4. 

South African Government free to order helicopters; action to be deferred on order of ships 
10(3). 

Reaction to the announcement about the export of Wasp helicopters 11 (2), 12 (2). 

A S I A - S O U T H EAST 
Anglo-Malaysian Defence Agreement terminated and new Five-Power Defence Arrangement 

initialled 53 (2). 
AUSTRALIA 

Defence policy of the new Government 15 (2). 



B 

B A H A M A S 

Financial crisis imminent 24 (2). 

B A N G L A D E S H 

See PAKISTAN. 

B A N K R A T E 
Reduction 19(5). 

B E R L I N 

Interference with allied road traffic by the Soviet authorities 2 (6). 

Provisions of the Four-Power Agreement awaiting signature 45 (2). 


B E L G I U M 
Elections 55 (2). 

B I L L S 
CRIMINAL JUSTICE BILL: 

Principal contents CP 119. 

IMMIGRATION BILL: 

Home Secretary reports on points of difficulty; drafting of Bill to be completed; timing of 
introduction CP (70) 126, 1 (3). 

The Patrial Provision CP 58, 25 (4). 
INDUSTRIAL RELATIONS BILL: 

Timetable Motion to be introduced 3 (2). 
Tactics to be adopted in the House of Lords 15 (1). 
Governments attitude to unions' call for a strike against the Bill; re-examination of the 

Bill's effect on politically motivated strikes and union members who were penalised 15 (7). 
Progress of the Bill 25 (1). 
Means of expediting progress 26 (1). 
Progress in the House of Lords 29 (1). 
Attitude of the trade unions to its implementation CP 147. 

MONOPOLIES AND MERGERS BILL: 

Ministers to consider whether legislation on restrictive practices could be included CP 51, 
21(7). -

MUSEUMS AND GALLERIES BILL: 

See LORDS, HOUSE OF 

NATIONAL HEALTH SERVICE CHARGES BILL: 

Proposals to be brought before Cabinet 21 (7). 
Proposals; outcome of discussion with doctors and chemists to be reported to Cabinet 

CP 55, 23 (7). 
Cost related prescription charges to be omitted from the Bill CP 83, 38 (6). 
Prescription charges; further proposals to be submitted CP 103, CP 108, 50 (1). 
Abandonment of graduated charges; no flat-rate charge; further consideration in spring 

of 1972. Strong possibility the Bill not to be introduced in the current Session CP 124, 
53 (5). 

PENSIONS (INCREASE) BILL: 


Proposals approved; White Paper to be published 21 (2). 


ROLLS ROYCE (PURCHASE) BILL: 


Timetable 9 (2). 


SALMON AND FRESHWATER FISHERIES (SCOTLAND) BILL: 


Ministers to consider whether preferable to postpone CP 51, 21 (7). 

Draft White Paper CP 129. 

SOCIAL SECURITY BILL: 

See also SUPPLEMENTARY BENEFIT IN TRADE DISPUTES. 



BILLS (continued) 

SOCIAL SECURITY REVIEW: 

Restriction of the payment of supplementary benefit to strikers; timing of introduction 
5(1). 

Provision on the recovery of supplementary benefit approved; timing of introduction CP 14, 
9 (7). 

Bill to provide provision for the repayment of supplementary benefit paid after a strike 
and for the reduction of the " disregard ", CP 28, CP 30, 14 (2). 

Removal of clauses CP 66, 30 (4). 
TOWN AND COUNTRY PLANNING BILL 

See STRUCTURE PLANS. 

BRIDGES 
Failure of steel box girder construction; precautions taken 32 (6). 

BRITISH AIRPORT AUTHORITY 
Pay negotiations with industrial staff 5 (3). 

BRITISH BROADCASTING CORPORATION 
See also TELEVISION. 

BROADCASTING. 
Licence fees increase; reduction in independent television levy; timing of announcement CP 16, 

9(8). 

BRITISH EUROPEAN AIRWAYS 
Industrial action by engineering maintenance workers 5 (3). 

BRITISH LEYLAND MOTOR COROPRATION 
See PAY. 

BRITISH OVERSEAS AIRWAYS CORPORATION 
See PAY. 

BRITISH PETROLEUM LIMITED 
Government agree to take up their share of rights issue 43 (9). 

BRITISH STEEL CORPORATION 
See STEEL INDUSTRY. 

PAY. 

BRITTEN NORMAN LIMITED 
Insolvency of the company; no Government assistance; future of the " Islander " project 51 (6). 

BROADCASTING 
Draft White Paper on proposals for commercial radio CP 29, 14 (1). 
Revised Draft White Paper CP 35. 

BUDGET 
18 (2). Submission to Cabinet 18 (2). 
Reduction in Selective Employment Tax should be seen to have an effect on prices 19(1). 

c 
CABINET 

Prime Minister expresses his thanks to colleagues 20 (8). 
Ministers to be invited to review oversea engagements 29 (2). 
Presentation of Cabinet memoranda CP 22. 

CAMBODIA 
See also INDO-CHINA. 
Conflict with North Vietnam; situation report 5 (2). 
South Vietnamese forces enter Cambodia 8 (3). 
Situation report on South Vietnamese operation 10 (3). 



CAMMELL LAIRD (SHIPBUILDING AND ENGINEERING) LIMITED 

Financial difficulties; courses of action 49 (6). 


CENTRAL TREATY ORGANISATION 
Meeting in Ankara 24 (2). 

CENSUS 1971 

See INCOMES. 


CENTRAL POLICY REVIEW STAFF (CPRS) 
See also EARLY WARNING SYSTEM. 

GOVERNMENT RESEARCH AND DEVELOPMENT REVIEW 

Terms of reference CP 17. 
Assessment of the Concorde project to be prepared CP 31, 15 (9). 

Work of the CPRS CP 44, 19 (8). 


Review of Government research and development CP 115, 51 (5). 

CEYLON 
Security situation; request for small arms 20 (2). 
Report on the disturbances 21 (5). 

CHANNEL TUNNEL 
Stage 1 of the final studies to be put in hand, but no commitment to proceed further; explanation 

of our position to the French CP (70) 123, 1 (6). 

CHINA 
Release of the last British prisoner detained by the Chinese People's Republic. Chinese 

Government interest in the purchase of VC10 aircraft 1 (2). 
Membership of the United Nations 24 (2). 
Proposed visit to Peking by the President of the United States and probable effect on early 

membership of the United Nations 40 (3). 
Admission to the United Nations; situation report. Negotiations for the appointment of an 

Ambassador in Peking 43 (2). 
Recognition of the Peking regime and the exclusion of Taiwan by the United Nations General 

Assembly 52 (2). 

CIVIL LIST 
Deficit in civil list; new statutory provision to be made; Opposition Leader to be consulted before 

the appointment of a Select Committee 19 (4). 
Report of the Select Committee CP 146. 

CIVIL SERVICE 
See also PAY. 
Further reductions necessary to reach manpower target for April 13 (8). 
Reductions in non-industrial manpower CP 45, CP 48, 20 (7). 
Planning target of 2 per cent in reduction of non-industrial manpower CP 77, 35 (6). 
Non-industrial manpower target by the end of financial year; the transfer of work outside the 

Civil Service CP 90, 41(2). 
Dispersal Review progress report. CP 94. 

Presentation of manpower figures CP 105. 

Organisation of work within Departments CP 148. 


CLYDE PORT AUTHORITY 
Capital re-financing problem CP 20. 

COAL 
Increase in prices approved 17 (10). 

COMMERCIAL RADIO 
See BROADCASTING. 

COMMITTEES OF INQUIRY 
New Committee or Commissions—delay in reporting 13 (9). 



COMMONWEALTH PRIME MINISTERS' CONFERENCE 
Study Group on the supply of arms to South Africa 3 (3). 
Report by the Prime Minister on the Singapore conference 4. 

COMPTON REPORT 
Inquiry set up under the chairmanship of Sir Edmund Compton to investigate allegations of 

brutality against persons in the custody of security forces in Northern Ireland 45 (3). 
Findings of the report and subsequent Government attitude CP 133, 55 (4). 

CONCORDE 
Situation report; guidance to the Minister of Aviation Supply for his meeting with the French 

Minister of Transport. Central Policy Review Staff to prepare an assessment of the project. 
Chief Secretary, Treasury to circular a memorandum on the changes in public expenditure 

forecasts CP 31, 15(9). 
Report by the Secretary of State for Trade and Industry on his meeting with the French Minister 

of Transport 23(4). 
Whole-hearted support to the project to be given but no commitment to " stretched " version; 

consideration by Ministers of certain points CP 140, CP 144, CP 145, 61 (5). 
Report by the Secretary of State for Trade and Industry on meeting between the Minister for 

Aerospace and the French Minister of Transport 62 (5). 

CONFEDERATION OF BRITISH INDUSTRY 
See ECONOMIC SITUATION. 

COTTON TEXTILE IMPORTS 
Retention of quantitative restrictions; postponement of Debate in the House to give time for a 

full explanation to be given to Commonwealth Governments CP 142, 60 (2). 

COVENTRY TOOL ROOM AGREEMENT 
See PAY. 

CRIMINAL JUSTICE 
See BILLS. 

CYPRUS 
Report by the Prime Minister on his visit 4. 
Return of General Grivas; threat of renewed strife 52 (2). 

D 
DAINTON REPORT 

See also GOVERNMENT RESEARCH AND DEVELOPMENT REVIEW. 

Report on the future of the Research Council system 51 (5). 

DEAN OF JOHANNESBURG 
See SOUTH AFRICA. -

DEFENCE 
See also PUBLIC EXPENDITURE 

Draft White Paper on Defence Estimates 1971 CP 8, CP 9, 5 (4). 

DEFENCE PROCUREMENT AND CIVIL AEROSPACE-GOVERNMENT ORGANISATION 
White Paper CP 49. 

DISPERSAL REVIEW 
See CIVIL SERVICE. 

DOCTORS' AND DENTISTS' 
Secretariat of pay review body to be provided by the Office of Manpower Economics CP (70) 125, 

1(8). 



E 

EARLY WARNING SYSTEM 

Central Policy Review Staff to continue policy of providing early warning of issues of major 
importance CP 96, 47(8). 

ECONOMIC AFFAIRS 
Task force set up to report on the measures to modernise our economic structure 61 (8). 

ECONOMIC SITUATION 
Proposed voluntary price restraint by members of the Confederation of British Industry to be 

matched by nationalised industries; timing of statement 38(1). 
Chancellor of the Exchequers proposals to stimulate a more rapid rate of economic growth 39. 

EDUCATION 
See PUBLIC EXPENDITURE. 

EGYPT 
See ARAB/ISRAELI DISPUTE. 

ELECTRICAL CONTRACTORS ASSOCIATION 
See PAY. 

ELECTRICITY PRICES 
See GAS AND ELECTRICITY PRICES. 

ELECTRICITY SUPPLY WORKERS 
See PAY. 

ENGLISH CHANNEL 
See SHIPPING. 

EUROPE 
Resolution in the United States Senate calling for a reduction in their European forces 26 (2). 

EUROPEAN ECONOMIC COMMUNITIES (EEC) 
See also PARLIAMENTARY AFFAIRS. 

INTERNATION MONETARY SITUATION. 
Negotiation reports; financial contribution 8 (3). 
Failure by the EEC to reach agreement on a common negotiating position on Commonwealth 

sugar, New Zealand dairy products and the United Kingdom contribution to Community 
finance; situation report 15 (2). 

Guidance for our negotiator at the Ministerial meeting in Brussels on 11-12 May. Proposed 
meeting in Paris between the Prime Minister and the President of France 24 (3). 

Reports from Brussels negotiations 25 (2). 

Progress made in negotiations; consultations with Commonwealth countries 26 (3). 

Prime Ministers forthcoming visit to Paris to meet the French President; agenda for the discussion 


26(4). 
Prime Ministers report on the outcome of his discussions with the French President 27. 
Discussions with Norwegian and Swedish Ministers 29 (5). 
Proposals for the next round of negotiations in Luxembourg. New Zealand and the EEC 32 (3), 

33 (3). 
Chancellor of the Duchy of Lancaster's report on the Luxembourg negotiations 33 (3). 
Draft White Paper on British membership approved subject to amendment; date of publication 

CP 76, 36. 

Public reaction to the White Paper; advice on Ministerial statements 37 (5). 

Report by the Prime Minister on the work ahead CP 100. 
Report on meeting of Foreign Ministers in Rome; preparation for summit meeting in the following 

year 55 (2). 
Legislation required on accession to the Communities; course of action CP 137, 58 (4). 
Fishing limits and animal health—discussion in Brussels 62 (4). 
Agreement on fisheries policy; debate in the House of Commons to precede signature of the 

Treaty of Accession 63 (1). 

SECRET 
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EUROPEAN SPACE RESEARCH ORGANISATION 
Future programme; costs and benefits to the United Kingdom of participation; conditional 

authorisation given to participate in a 10-year programme CP 131, 57(2). 
Conditions for participation in programme not realised; programme supported only if Italy 

joins the participating countries CP 143, 61 (6). 

F 
FALKLAND ISLANDS -

Relations improved with the Argentine 37 (2). 

F A R E S - L O N D O N TRANSPORT 
Proposal by the London Transport Executive to increase bus and underground fares 47 (7). 
Limitation on size of proposed fare increase; assistance in the form of an infrastructure grant; 

relief from fuel tax for further consideration; order for new rolling stock not to be placed 
abroad 48(3). 

FIREMEN-LOCAL AUTHORITY 
See PAY. 

FORD MOTOR COMPANY 
See PAY. 

FRANCE 
Prime Minister^ forthcoming visit to Paris to meet the French President; agenda for the discussion 

26(4). 
Report by the Prime Minister on the outcome of his discussion with the French President 27. 

G 
GAS AND ELECTRICITY PRICES 

Proposals for increase in tariffs; Economic Strategy Committee to give further consideration 
CP 64, CP 65, 29 (8). 

GERMANY-FEDERAL REPUBLIC 
Deployment of British nuclear weapons; new offset agreement concluded 15 (2). 
Report on the Prime Ministers visit to Bonn 20 (3). 
Oil; increased German participation 20 (5). 

GIBRALTAR 
Report by the Foreign and Commonwealth Secretary on his visit 47 (2). 

GOVERNMENT INDUSTRIAL ESTABLISHMENTS ENGAGED IN PRODUCTION 
Draft White Paper CP 79. 

GOVERNMENT ORGANISATION 
See CIVIL SERVICE. 

GOVERNMENT RESEARCH AND DEVELOPMENT REVIEW 
Central Policy Review Staff (CPRS) report; consultation-with the scientific community and 

method of publication CP 115, 51 (5). 
CPRS report and the Dainton report to be published as a Green Paper 52 (4). 
Draft Green Paper approval for publication CP 132, 56 (7). 

GOVERNMENT STRATEGY 
(See GEN (71) 61 lst-3rd Meetings). 
Review CP 99. 
Sectoral notes CP 104. 
Public presentation of policies CP 106. 

GUATEMALA 
Terrorist incident at Her Majesty's Consulate in Guatemala City 3 (3). 

G U L F - T H E 
See PERSIAN GULF. 



H 

H E A T H R O W A I R P O R T 

Unofficial strike of ground staff over the awarding of a contract for ground handling services 
to General Aviation Services 53 (3). 

Strike ended; independent mediator to be appointed 55 (3). 

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

See also IMMIGRATION. 
Restriction on the employment of aliens; further study to be made CP 58, 25 (4), CP 92, 42 (7). 
Restriction approved CP 120, 52 (3). 

H O U S I N G F I N A N C E 

Rent increase proposals approved for England and Wales; further consideration to be given to 
the raising of rents in Scotland CP 36, 17 (7). 

Draft White Papers on the Reform of Housing Finance CP 78, CP 80, CP 81, 37(7). 

H U N T E R R E P O R T 

Report on Scottish Salmon and Fresh Water Fisheries: Draft White Paper CP 129. 

I 
I B R O X P A R K 

Accident at the football stadium; group of Ministers to consider general safety at football 
grounds 1 (1). 

I C E L A N D 
Change of Government. 50-mile fishing limit 32 (2). 

I M M I G R A T I O N 
See also BILLS; HOTEL AND CATERING INDUSTRY. 
Admission of aliens for employment to be further considered; United Kingdom passport holders 

in East Africa CP 58, 25 (4). 

Proposals to restrict the employment of aliens in Great Britain CP 92, 43 (7). 

Approval of the proposal to restrict the employment of aliens CP 120, 52 (3). 


I N C O M E S 
Voluntary sample survey to follow the 1971 Census, not to take place CP 59, 26(5). 

I N D I A 
See also PAKISTAN. 
Report by the Prime Minister on his visit 4. 
Policy on import of textiles 32 (2). 
Views on the East Pakistan situation expressed by the Prime Minister of India 53 (2). 

I N D O C H I N A 
See also CAMBODIA. 

Situation in Laos 8 (3). 

Report on the South Vietnamese offensive 10 (3). 

Operations in Laos 11 (2). 

Situation report on operations in Laos; request by the Laotian Government to reconvene the 


Geneva Conference on Indo-China 17(2). 

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

See BILLS. 

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 

Equal pay CP 57. 
Conventions and Recommendations CP 67. 

I N T E R N A T I O N A L M O N E T A R Y S I T U A T I O N 

Suspension of dealings in the United States dollar by certain European countries 24 (4). 
President of the United States announces a wide range of new economic measures; closure of 

London exchange market; exchange parities. Course of action determined by the outcome 
of various discussions 44 (1). 

Outcome of discussion with the Finance Ministers of the European Economic Community (EEC). 
Action taken. Report on the general situation 45 (1). 

Report by the Chancellor of the Exchequer on discussions with the French Finance Minister. 
Tactics to be adopted by the United Kingdom and the EEC at the Group of Ten meeting 46 (2). 



INTERNATIONAL TELECOMMUNICATIONS SATELLITE ORGANISATION 
Draft White Paper CP 110. 

IRELAND-NORTHERN 
Additional armed forces to be sent 8 (4). 
Situation report 9 (1). 
Latest developments 13 (5). 
Talks with the Prime Minister of Northern Ireland; possibility of his resignation 15 (4). 
Resignation of the Prime Minister of Northern Ireland; views of the Stormont Cabinet; date of 

debate on Northern Ireland in the House of Commons 10. 
Situation report 38 (3). 
Situation report; Ministers to consider steps needed to deal with the situation 40 (2). 
Ministers authorised to take decisions during recess 43 (4). 
Current developments; implementation of the Northern Ireland Government^ powers of 

internment; prohibition of marches; Prime Minister of Northern Ireland invited to Chequers 
for discussions. Question of recall of Parliament 44 (2). 

Prime Ministers forthcoming meeting with the Prime Minister of the Irish Republic. Inquiry 
under the chairmanship of Sir Edmund Compton 45 (3). 

Report by the Prime Minister on his meeting with the Prime Minister of the Irish Republic. 
Report by the Home Secretary on proposed discussions. Prime Minister to invite the Prime 
Ministers of the Irish Republic and Northern Ireland to a meeting 46 (3). 

Situation report; Prime Ministers of the Irish Republic and Northern Ireland agree to a meeting 
-with the Prime Minister 47 (3). 

Prime Ministers report on his discussions with the Prime Ministers of the Irish Republic and of 
Northern Ireland 48 (2). 

Further meeting with the Prime Minister of Northern Ireland; agreement on further measures 
to deal with terrorism 49 (4). 

Result of the Compton Committee of Inquiry 55 (4). 
White Paper on the Compton Report CP 133. 

IRISH REPUBLIC 
Compensation for the attack on Royal Navy launches 21 (5). 

ISRAEL 
See ARAB-ISRAELI DISPUTE. 

ITALY 
Report on the visit of the Italian Prime Minister and Foreign Minister to the United Kingdom 

35 (3). 

J 

JACKSON, MR. 

See KIDNAPPING 

JAPAN 
State Visit of the Emperor and Empress 49 (2). 

K 
KIDNAPPING 

Reports on the kidnapping of Her Majesty's Ambassador to Uruguay (Mr. Jackson) 2 (6), 
3(3), 5(2), 12(2), 17(2), 28(2) , 46(1). 

Report on the Honorary British Consul in Rosario, Argentina (Mr. Sylvester). 28 (2). 

L 
LAOS 

See INDO-CHINA. 

LEGAL ADVICE AND ASSISTANCE 
See PUBLIC EXPENDITURE. 



L E G I S L A T I O N - F U T U R E 

Consideration of legislative priorities to be resumed 8 (8). 
Priorities for the 1971-72 Session CP 15, 9 (5), CP 51, 21 (7). 

L E G I S L A T I O N - P R O C E S S O F 

Select Committee on Procedures Report; statement to be made in the House of Commons 
indicating the Government^ views; further consideration to be given to the terms of reference 
of the proposed inquiry into the form of legislation CP 121, 53 (4). 

L I B Y A 

See also OIL SUPPLIES. 
Unscheduled landing of British Overseas Airways Corporation aircraft and the abduction and 

execution of two Sudanese passengers by the Libyan authorities 40 (3), 42 (2). 
Withdrawal of sterling balances and the nationalising of British Petroleum as a protest against 

Iranian occupation of islands in the Gulf 62 (3). 

L O C A L A U T H O R I T Y A D M I N I S T R A T I V E , P R O F E S S I O N A L , T E C H N I C A L A N D C L E R I C A L 
G R A D E S 


See PAY. 


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 

See PAY. 

L O C A L G O V E R N M E N T R E O R G A N I S A T I O N 

Draft White Papers for England and Scotland and the Consultative Document for Wales approved 
subject to revision and consideration of the legislative programme for 1971-72 Session CP 6, 
CP 7, CP 10, CP 11, 8(7), 9(6) . 

Local government finance—Draft Green Paper CP 91. 
Local authorities to continue to be required by statute to appoint committees for education 

and for social services CP 116, 51 (4). 

L O C K H E E D C O R P O R A T I O N 

See ROLLS-ROYCE. 

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

See FARES—LONDON TRANSPORT. 

L O R D S - H O U S E O F 

See also PARLIAMENTARY AFFAIRS. 


Urgent enquiry into the rules of procedure 26 (1). 

Museums and Galleries Bill 61 (1), 62 (1). 


M 
M A L A Y S I A 

See also ASIA—SOUTH EAST. 


Report on floods 1 (2). 

Report by the Prime Minister on his visit 4. 


M A L L A B A R R E P O R T 

Draft White Paper on Government Industrial Establishments Engaged in Production CP 79. 

M A L T A 
Change of Government; new policies regarding defence facilities and North Atlantic Treaty 

Organisation (NATO) installations 32 (2). 
Prime Minister of Malta demands revision of Financial and Defence Agreements; course of 

action and contingency plans 33 (2). 
Signs of a more moderate approach by the Prime Minister of Malta 35 (3). 
Situation report; proposal to send a Minister to Malta 37(4). 
Situation report; cancellation of Ministers visit to Malta; Maltese Prime Ministers obdurate 

attitude; Parliamentary Statement to be made 38 (4). 
Secretary of State for Defence report on his visit to Malta; Maltese terms for our continued 

military presence 40 (4). 



MALTA (continued) 
Proposals to be put to NATO for assistance to Malta; terms of any amended offer to be brought 

before Cabinet 42(3). 
Interim reply to Mr. Mintoff; total of new offer dependent on contributions from NATO 43 (6). 
Exchanges with Mr. Mintoff; agreed text from NATO on advance of funds; Secretary of State 

for Defence to be ready to visit Malta 44 (3). 

Review of events; NATO aid; future negotiations 45 (2). 

No increased offer on negotiations under threat 46 (1). 

Mr. Mintoff's visit to Chequers; interim arrangement accepted 47 (2). 

Mr. Mintoff dissatisfied with progress of negotiations 58 (2). 


MENTALLY HANDICAPPED-SERVICES 
Draft Command Paper CP 61. 

MERCHANT NAVY 

See PAY. 


MIDDLE EAST 

Egypt, Syria and Libya to form a federation 21 (5). 


MILK MARKETING BOARD 
Attention to be drawn to advertisement on school milk 53 (6). 
Advertising to cease 62 (2). 

MINISTERS 
See also PARLIAMENT—REMUNERATION OF MINISTERS OF THE CROWN. 

Police protection for members of the Cabinet after the bomb explosion at the home of the Secretary 
of State for Employment 2 (1). 

MONETARY SITUATION 
See INTERNATIONAL MONETARY SITUATION. 

MONOPOLIES AND MERGERS 
See BILLS. 

MUSEUMS AND GALLERIES 
See LORDS—HOUSE OF 

N 
NATIONAL ECONOMIC DEVELOPMENT COUNCIL 

Hope of more co-operation from the Trades Union Congress 37 (6). 

NATIONAL HEALTH SERVICE 
See also BILLS. 

PUBLIC EXPENDITURE. 

Reorganisation CP 42, 19(6). 
Appointment of area health authorities CP 56, 24 (5). 
Reorganisation of Scottish Health Service; Draft White Paper approved CP 84, 38 (7). 

NATIONAL HEALTH SERVICE-DESIGNATED AND GENERAL GRADES 
See PAY. 

NATIONAL INSURANCE BENEFITS-UPRATING 
Future upratings to take place annually; timing of next uprating CP 153, CP 154, 63 (4). 

NATIONAL INSURANCE SCHEME 
Reconstruction of national insurance; further consideration by the Ministerial Committee on 

Social Services CP 12, CP 13, 9 (4). 
Report by the Ministerial Committee on Social Services; Draft White Paper to be prepared 

CP 12, CP 13, CP 26, 13 (2). 

Changes in the National Insurance scheme; Draft White Paper CP 75, 35 (4). 

Advance changes in Earnings-Related Supplement approved CP 74, 35 (5). 




NATIONALISED INDUSTRY POLICY 
Review by Business Team on Government investment and control; further study to be made 

' CP 62, 29(7). 
Steps to improved financial control; central organisation management for later consideration 

CP 62, CP 149, 62(6). 

NEWSPAPER INDUSTRY 
See PAY. 

NORTH ATLANTIC, TREATY ORGANISATION 
See also MALTA. 
Report on the Ministerial Council Meeting at Lisbon 30 (2). 
Report on the Ministerial Meeting held in Brussels 63 (2). 

NURSES 
See PAY. 

o 
O I L S U P P L I E S 

Talks on higher prices between the major oil companies and oil producing countries 2 (5). 
Situation report; separate agreement with Persian Gulf State possible 3 (4). 
Oil companies proposals as a basis for negotiations; attitude of Libya 5 (2). 
Negotiations with the Organisation of Petroleum Exporting Countries 8 (5). 
Agreement reached with Gulf group of suppliers at Tehran but not with Libya; study to be made 

on reducing dependence on oil from Middle East and North Africa 10 (4). 
Negotiations with Libya: situation reports 12 (3), 15 (3), 17 (3). 
Proposed examination of defence against unreasonable price increases 17 (3). 
Agreement reached between Libya and the oil companies; increased German participation in the 

oil consortium 20 (5). 
Examination to be made of pricing policy in the oil industry 23 (3). 

O V E R S E A S A I D 

:, See PUBLIC EXPENDITURE. 

P 
P A K I S T A N 

Prime Ministers visit to Pakistan 4, 
Situation in East Pakistan 12 (2). 
Prospect of civil disorder in East Pakistan; preparation for the evacuation of British subjects 

13 (1). 
Situation reports on East Pakistan 15 (2), 19 (2), 20 (2). 
Situation report; attitude to the tour of the Pakistani cricket team 21 (5). 
East Pakistan situation report; refugee problem; amount of aid 23 (2). 
East Pakistan situation report; economic situation; relief supplies 24 (2). 
East Pakistan situation report; refugee problem 29 (3). 
Financial aid for the relief of refugees 30 (2). 
Appeal from the United Nations for further financial aid; no recognition of " Bangla D e s h " 

32 (2). 
Refugee problem 35 (3). 
Deterioration in relations with India; refugee problem 37 (2). 
Indian co-operation and the refugee problem 43 (2). 
India's attitude to having United Nations observers on the India/East Pakistan borders 45 (2). 
Situation report and further financial aid for refugee relief in India and East Pakistan 51 (3). 
Report of the visit of the Prime Minister of India; grave dangers of war in the present situation; 

Foreign and Commonwealth Secretary to circulate a memorandum on our interests in the 
sub-continent and the means to safeguard them 53 (2). 

Increase of tension with India; reports of Indian regular troops in border clashes 56 (3). 
Further deterioration in relations with India 58 (2). 



PAKISTAN (continued) 

Situation report on the dispute with India; appeal by Pakistan for United Nations observers 
to be placed on the borders 61 (3). 

Situation report on the war with India; evacuation of British subjects; United Nations activities 
62(3). 

Situation report on the war; India state their intent to set up an independent government of 
Bangla Desh in East Pakistan; deadlock in the United Nations; British attitude to the supply 
of arms 63 (2). 

PALACE OF WESTMINSTER 
Security 21 (4). 

PARLIAMENT 
Recess-Whitsun 25 (1). 


Summer 35 (1), 37 (1), 42 (1). 

Christmas 61 (1). 


Recall of Parliament 48 (4). 

Question time CP 3, 5 (5). 


PARLIAMENT-REMUNERATION OF MEMBERS AND MINISTERS OF THE CROWN 
Draft terms of reference for Review Body approved CP 47, 19 (7). 
Recommendations of the Top Salaries Review Body accepted in principle CP 141, 60 (1). 
No staging of awards recommended by the Review Body 61 (7). 

PARLIAMENTARY AFFAIRS 
Arrangements to be made to seek Parliamentary approval of the terms of accession to the 

European Economic Communities (EEC) 30 (1). 
Statement to be made in the House of Commons about arrangements for Parliamentary 

consideration of British accession to the EEC; contents of White Paper 32(3). 
Timetable for debate on accession to the EEC 33 (1). 
Commons' and Lords' business before Summer Recess 35 (1). 
Timing of the decisive debate in both Houses on accession to the EEC 43 (1). 
Recall of Parliament on 22 September for debate on the situation in Northern Ireland 46 (4); 

47(1). 
House of Lords debate on entry into the EEC—duration of debate and date of division 49 (1). 
Arrangements and timing for the debates on entry into the EEC 51 (1). 
Date of debate on Northern Ireland in the House of Commons 58 (1). 
Select Committee to consider " Question Time " and " Question Time Procedures " 63 (1). 

PARLIAMENTARY PROCEDURE 
See LEGISLATION—PROCESS OF. 

PAY 
AIR TRANSPORT WORKERS: 

British Airports Authority employees pay claim 5 (3). " 

ARMED FORCES: 

Interim increase to be further considered CP 52, 23 (5). 
Interim increase agreed in principle; level of increase to be further discussed between 

Ministers CP 85, 48. 

BRITISH LEYLAND MOTOR CORPORATION: 


N o Government financial help if in trouble through wage concessions 19 (3). 


BRITISH OVERSEAS AIRWAYS CORPORATION: 


Dispute on the pay of light engineers 21 (6). 

Flight engineers pay dispute settled 23 (3). 


BRITISH STEEL CORPORATION (BSC): 

Threat of strike action by blast furnacemen in support of wage claim 29 (6). 
Breakdown in negotiations; authorisation sought by BSC to increase offer 34 (1). 
Successful outcome of resumed negotiations 35 (2). 



PAY (continued) 

CIVIL SERVICE: 

Non-industrial grades pay claim 5 (3), 8 (6), 12 (6), 28 (1), 30 (5). 

London Allowance 17 (4). 

Pay offer for the Industrial Civil Service pay claim CP 63, 29 (9), 37 (6). 

Scientific and related grades claim 35 (2). 


COVENTRY TOOL ROOM AGREEMENT 
Employers give notice of termination; union ballots for an indefinite stoppage; Department 

of Employment to provide, if asked, a conciliation service 55 (3). 

Union votes for official strike; course of Government action 56 (4). 

Settlement of strike 58 (4). 


ELECTRICITY SUPPLY WORKERS: 

Treasury evidence to the Committee of Inquiry CP 4. 
Implications of the Wilberforce Committee of Inquiry Report to be examined by Ministers 

8 (6). 
Recommendations of the Wilberforce Report CP 19, 9 (3). 
Settlement reached on the basis of the Wilberforce Report 17 (4). 
Claim by the Electrical Power Engineers Association 20 (6). 

FORD MOTOR COMPANY: 

Management stand firm in pay dispute 8 (6), 15 (6). 
Situation report on the strike; danger of negotiating position being undermined by the 

Vauxhall management 17 (4). 

New pay offer 19 (3). 

Pay increase for supervisors and foremen 23 (3). 

GAS: 
Contingency plans for the possibility of simultaneous industrial action with the water and 

transport industries 11 (3). 
Settlement reached on increase for manual workers 17 (4). 

GENERAL: 

Policy for the next round of public sector wage claims 17 (4). 
Pay settlements and negotiations in the Public Sector CP 53. 
De-escalation of wage settlements; proposed discussions 29 (9). 

Satisfactory talks on wages policy with the Chairmen of nationalised industries 35 (2). 

Tactics to secure a satisfactory response from the Trade Unions on pay restraint 40 (5). 

Current pay negotiations; progress of wage de-escalation 61 (4). 

Current pay negotiations; contingency plans 63 (3). 


INDEPENDENT TELEVISION COMPANIES: 


Dispute with the Association of Cinematograph and Television Technicians 32 (5). 


LOCAL AUTHORITY ADMINISTRATIVE PROFESSIONAL, TECHNICAL AND CLERICAL GRADES: 

Unions reject employers' offer 37 (6). 
LOCAL AUTHORITY FIREMEN: 


Report on negotiations 2 (3). 

LOCAL AUTHORITY MANUAL WORKERS: 

Home Secretary to arrange for an early examination of the detailed tactics to be followed 
in pay negotiations 40 (5). 

MERCHANT NAVY: 

Officers' wage increase; link with seamen's pay 23 (3). 
MINEWORKERS: 


National Union of Mineworkers decide to call a strike 63 (3). 


NATIONAL HEALTH SERVICE—DESIGNATED AND GENERAL GRADES 


Pay link with Civil Service questioned CP 89, 41 (1). 

Pay link maintained; level of offer to be agreed by Ministers 42(8). 


NEWSPAPER INDUSTRY: 

Dispute between the Newspaper Publishers Association and the National Graphical. 
Association 47 (4). 



PAY (continued) 

NURSES: 

Report on negotiations 2 (3). 

POLICE: 

To be treated as a special case 11 (3). 

POST OFFICE: 
Threat of industrial action; link with central pay claim by the Civil Service 2 (3). 
Situation reports on the Union of Post Office Workers strike 3 (5). 
Situation report; no change in Government attitude 5 (3). 
Situation report 8 (6). 
Implications of the Wilberforce Report CP 19, 9 (3). 
Situation report; Post Office Board to prepare plans for rationalisation of postal services 

10(1). 
Situation report; possibility of settlement at 9 per cent 11 (3). 
Agreement to a " Committee of Settlement" to inquire into the dispute 12 (5). 
" Committee of Settlement"—Members nominated but not Chairman 15 (6). 
Chairman appointed to the " Committee of Settlement " 17 (4). 
Date for the " Committee of Settlement " to present their report 23 (3). 
Recommendations of the " Committee of Settlement " 24 (6). 

POST OFFICE ENGINEERS: 


Arbitration award 42 (5). 


PRIVATE SECTOR NEGOTIATIONS: 

Government concern that reduced public sector pay settlements should not be undermined 
by private employers; meeting arranged with private employers 3 (5). 

Newspaper report of excessively high pay increases 5 (3). 
Excessive wage settlements 35 (2). 

PROBATION AND AFTER-CARE SERVICE: 
Basic increase plus an allowance to obviate a high basic increase CP 54, 23 (6). 
Ministerial Steering Committee on Pay Negotiations agree on a basis for negotiations 24 (6). 
New pay offer to be linked with an inquiry into the responsibilities and conditions of service 

42(5). 

RAILWAYS: 

Risk of industrial action by the Associated Society of Locomotive Engineers and Firemen 
over a wage claim 8 (6). 

Representation to be made to the British Railways Board on pay leak 15 (6). 
British Railways Board stand firm on pay offer 17 (4), 19 (3). 
Situation report 20 (6), 21 (6). 
Unions accept revised pay offer 23 (3). 

SCHOOL TEACHERS: 
Pay offer breakdown in Burnham Committee negotiations; desirability of a court of inquiry 

8(6), 11(3). 
Rejection of pay offer; arbitration suggested; Scottish teachers accept pay offer 15 (6). 
Expected arbitration award 38 (5). 

VAUXHALL MOTORS LIMITED: 

Pay offer rejected; Company too weak to withstand a strike; new offer expected 15 (6). 
Danger to Ford's negotiating position if new pay offer made 17 (4). 

PENSIONS 
See SOCIAL SECURITY REVIEW. 

BILLS. 

PERSIAN GULF 
See also LIBYA. 
Government policy; statement to be made in the House 11 (2). 
Progress towards a settlement in the Gulf area 40 (3). 
Progress towards the formation of a Union of Arab Emirates 51 (3). 
Prospects for a settlement of the problem of the Gulf Islands 56 (3), 58 (2). 
Establishment of the Union of Arab Emirates; consequential moves; reaction to the Iranian 

occupation of the Tunbs 61 (3). 
Situation reports 62 (3), 63 (2). 



POLICE 
See PAY. 

PORTS—FINANCIAL POLICY 
Draft White Paper approved CP 101, 47 (5). 

POPULATION 

Draft White Paper; report of the Select Committee on Science and Technology CP 88. 

PORTUGAL 
Foreign and Commonwealth Secretary's discussions with the Portuguese Government during 

his visit to Lisbon 30 (2). 

POST OFFICE 
See PAY. 

POST OFFICE ENGINEERS 
See PAY. 

PRESCRIPTION CHARGES-NATIONAL HEALTH SERVICE 
See BILLS. 

PUBLIC EXPENDITURE. 

P R E S S - T H E 
Private Notice Question on the proposed merger between the Daily Mail and Sketch newspapers 

13(6). 

PROBATION AND AFTER-CARE SERVICE 
See PAY. 

PROGRAMME ANALYSIS AND REVIEW 
System to be introduced as soon as possible; public announcement to be made CP (70) 124,1 (9). 
Selection of topics; no publicity CP 43, 19 (8). 
Revision in arrangements for the future direction CP 82, CP 134. 

*Selection of topics for 1972 CP 150. 
Publication of material CP 151, 2 (72) (4). 

PUBLIC EXPENDITURE 
DEFENCE: 

Draft White Paper of Defence Estimates 1971 CP 8, CP 9, 5 (4). 
Additional expenditure approved for the years 1972-73 to 1974-75 CP 103, CP 107, 

CP 108, 49 (7). 
Additional defence expenditure; production of Nimrod aircraft; reappraisal of the 

consequences for defence capability and the forward defence estimates. Study by officials 
on benefits from advanced technology CP 103, CP 107, CP 108, CP 113, 50(1). 

EDUCATION: 
Primary school improvement programme; additional expenditure approved CP 71, CP 73, 

33(4). 
GENERAL: 


Draft White Paper 1969-70 to 1974-75 approved CP 5, 3 (1). 

Changes in forecasts CP 39. 
Public Expenditure Survey Committee Reports for 1971. Public expenditure to be contained 

to avoid reversal of Government policy; Ministers to discuss proposals for further 
expenditure. Public presentation of public expenditure forecasts to be modified CP 68, 
CP 73, 34 (2). 

Outcome of discussions on additional expenditure; interdepartmental study to examine 
outstanding proposals CP 87, 40 (6). 

Result of the interdepartmental study CP 103, 50 (1). 
Draft White Paper on Public Expenditure to 1975-76 approved CP 136, 56 (5). 
Acceleration of civil and defence expenditure to relieve unemployment CP 135, 56 (6). 

LEGAL ADVICE AND ASSISTANCE: 

Ministers to discuss additional expenditure with the Chancellor of the Exchequer CP 70, 
34 (2). 

* Cleared by correspondence—see PS (72) 2. 



P U B L I C E X P E N D I T U R E (continued) 

LEGAL A I D : 

Additional provision approved CP 103, CP 108, 50 (1). 

OVERSEAS A I D  : 
Additional expenditure agreed for 1972-73 and 1975-76 CP 68, 34(2), CP 87, 40(6), 

CP 103, CP 108, 50 (1). 
PRESCRIPTION CHARGES: 


Minister to circulate further proposals CP 103, CP 108, 50 (1). 

Decision on graduated charges deferred CP 124, 53 (5). 


SCHOOL MEALS: 

Ministers to examine what further steps might be taken to recover the running cost CP 103, 
CP 108, 50(1). 

SOCIAL SERVICES—HEALTH AND PERSONAL: 

Minister to discuss additional expenditure with the Chancellor of the Exchequer CP 69, 
34 (2), CP 87, 40 (6). 

SOCIAL SERVICES—VOLUNTARY: 

Detailed proposals for additional expenditure to be submitted CP 72, 34 (2). 
Increased public expenditure to be considered in conjunction with other expenditure proposals 

CP 86, 40 (7). 
Additional provision approved CP 103, CP 108, 50 (1). 

STEEL INVESTMENT: 
To await the outcome of the study CP 68, CP 73, 34 (2), CP 103, CP 108, 50 (1), 50 (6). 

P U B L I C S E C T O R P A Y R E V I E W B O D I E S 
See also PARLIAMENT—REMUNERATION OF MEMBERS AND MINISTERS OF THE CROWN. 
Secretariat to be provided by the Office of Manpower Economics; composition of new review 

bodies to be submitted to the Prime Minister CP (70) 125, 1 (8). 
Action still required to establish the new review bodies CP 52, 23 (5). 
Action still required to establish review bodies CP 60. 

Q 
Q U E E N ' S S P E E C H E S 

Draft prorogation and Opening Speeches approved subject to amendments CP 111, CP 112, 
50(2). 

Revised drafts of Speeches; further amendment to the Opening Speech approved CP 117, 
CP 118, 51(2). 

Q U E S T I O N T I M E 
Report of the Select Committee on Procedure CP 3, 5 (5). 

R 
R A I L W A Y S 

See PAY. 

R B - 2 1 1 

See ROLLS-ROYCE. 

R E N T I N C R E A S E S 

See HOUSING FINANCE. 

R E S E A R C H A N D D E V E L O P M E N T 
See GOVERNMENT RESEARCH AND DEVELOPMENT REVIEW. 

R E S T R I C T I V E P R A C T I C E S I N T H E S U P P L Y O F P R O F E S S I O N A L S E R V I C E S 
Proposals for Legislation CP 156. 



R E V I E W B O D I E S 

See PUBLIC SECTOR PAY REVIEW BODIES. 
PARLIAMENT—REMUNERATION OF MEMBERS AND MINISTERS OF THE CROWN. 

R H O D E S I A 

See also UNITED NATIONS. 

Draft reply to constitutional proposals by the illegal regime CP 2, 1 (5). 

Reply received from Rhodesia 5 (2). 

Emissaries from London and Salisbury to meet 15 (2), 19 (9). 

Emissaries report of negotiations 20 (4). 

Lord Goodman and emissaries to return to Salisbury for further discussions 25 (3). 

Some progress made in negotiations 29 (4). 

Significant progress; emissaries to leave again for Salisbury 32 (4). 

Return of emissaries; proposals for future action to be put to Cabinet 37 (3). 

Timing of a visit by the Foreign and Commonwealth Secretary to Salisbury and of a Parliamentary 


debate 42 (4). 

Timing of negotiations 43 (4). 

Progress made by emissaries 49 (3). 

Consideration of outstanding problems; Foreign and Commonwealth Secretary's visit approved 

CP 127, CP 128, 54. 
Adoption of the Southern Rhodesia Act 1965 (Continuation) Order, 1971 by both Houses of 

Parliament 55 (2). 
Report on the Foreign and Commonwealth Secretary's negotiations in Salisbury 56 (2). 
Critical stage reached in the negotiations; memorandum on points of disagreement to be circulated 

57(1). 
Cabinet examine the progress made towards a settlement; Foreign and Commonwealth Secretary 

authorised to initial proposals for a settlement subject to qualifications CP 138, 58(5). 
Text of Proposals for a Settlement as signed by the Foreign and Commonwealth Secretary, 

endorsed CP 139, 59(2). 
Reaction from other Governments to the proposals for a settlement. Commission to conduct 

the Test of Acceptability 61 (2), 62 (3). 
Membership of the Commission 62 (3). 

R O L L S R O Y C E 
See also BILLS. 
Company no longer solvent; alternative courses of action open to the Government; Ministerial 

Group to keep in close touch with the situation; Ministers to prepare a possible revision of 
draft Government statement 6 (1). 

Government ready to acquire the assets of the aero engine and marine turbine divisions; future 
of the RB 211 engine; reaction of Lockheed Corporation and the United States Government; 
timing of Rolls Royce and Government statements 7. 

Dealings in the shares suspended; Rolls Royce to ask for the appointment of a Receiver and 
Manager; statement to the House and future of RB 211-22 engine 8 (1). 

Setting up of a Ministerial Group supported by an Official Team to take charge of the issues 
arising from the failure of the company; disclaimer of the existing Lockheed contract; 
Statement of the Governments position to be made in the House CP 18, 9(2) . 

Situation report 10 (2). 
Cost of continuing, as against cancelling, the RB211 engine; tactics-for negotiations with the 

Lockheed Corporation; United States Administration to be informed of our negotiating 
position CP 24, 11(5). 

Foreign reaction to the Rolls-Royce failure; basis for arranging a new contract with Lockheed's 
for the RB 211 engine. Protection of Rolls-Royce patents; parliamentary discussions; White 
Paper to be drafted 12 (4). 

Proposals rejected by the Lockheed Corporation; new negotiating proposals approved 15(5). 

Negotiating instructions 17 (5). 

Report on the Washington talks with the Lockheed Corporation on the RB 211/TriStar project; 


further negotiating instructions CP 40, CP 41, 18 (1). 
Assurances to be written into new contract; parliamentary statement to be prepared 23 (4). 
Delay by the United States Administration in authorising credit to Lockheed; contingency plans 

for our financial backing for the RB 211 CP 93, 42 (7). 
United States Government agree to provide financial guarantee to the Lockheed Corporation; 

White Paper on the RB 211 episode to be published 43 (2). 
Launching aid for the M45H engine project CP 97, 43 (5). 



S 

SALARY REVIEW BODIES 

See PUBLIC SECTOR PAY REVIEW BODIES. 

SALMON AND FRESHWATER FISHERIES (SCOTLAND) 
See BILLS. 

SCHOOL MEALS 
See PUBLIC EXPENDITURE. 

SCHOOL MILK 
See also MILK MARKETING BOARD. 
Defiance of local authorities supplying free milk to pupils over the age of 7; courses of Government 

action CP 122, CP 123, CP 125, 53 (6). 
Instructions for Ministers dealing with local authorities acting in contravention of the Education 

(Milk) Act 1971 CP 130, 55 (5). 
Reports by the Secretaries of State for Scotland and for Wales 62 (2). 

SCHOOL TEACHERS 
See PAY. 

SECURITY OF PERSONAL RECORDS 
New rules for those held in public offices 26 (6). 

SHIPBUILDING INDUSTRY 
See also UPPER CLYDE SHIPBUILDERS (UCS). 

CAMMELL LAIRD (SHIPBUILDING AND ENGINEERING) LIMITED. 
Measures necessary to prevent further closures; provision of immediate help; measures to eliminate 

overmanning CP 126, 53 (7). 

SHIPPING 
Accidents in the English Channel 2 (4). 

SHOEBURYNESS GUNNERY RANGE 
Resiting CP 34, 17 (6). 

SIERRA LEONE 
Reported attempt to overthrow the Government 17 (2). 
Situation report 19 (2). 
Government declare the country to be a republic 21 (5). 

SIMONSTOWN AGREEMENT 
See ARMS FOR SOUTH AFRICA. 

SOCIAL SECURITY BELL 
See BILLS. 

SOCIAL SECURITY REVIEW 
Proposed selective improvements approved; further consideration of the eligibility of occupational 

pensioners for unemployment benefit CP 27, 13 (3). 
Restrictions approved on unemployment benefit paid to occupational pensioners CP 27, CP 33, 

17(8). 
Removal of clause on occupational pensioners and unemployment benefit from the National 

Insurance Bill CP 66, 30 (4). 

SOCIAL SERVICES 
See PUBLIC EXPENDITURE. 

MENTALLY HANDICAPPED-SERVICES. 

SOUTH AFRICA 
See also ARMS FOR SOUTH AFRICA; COMMONWEALTH PRIME MINISTERS' CONFERENCE, 
Report on the arrest of the Dean of Johannesburg 5 (2). 
Dean of Johannesburg sentenced to prison; no intervention on his behalf 53 (2). 

SOUTH-EAST ASIA TREATY ORGANISATION 
Annual Meeting of the Council held in London 23 (2). 



SOVIET UNION 
See also BERLIN. 
Soviet Jews accused of hi-jacking 1 (2). 
Request by the Soviet Government for the removal of an official from the British Embassy 

in Moscow 23 (2). 
Two members of Soviet Embassy in London declared personae non grataei possible future 

action 33 (2). 
Large number of Soviet officials to be evicted 48 (1). 
Soviet reaction to eviction 49 (2). 

SPAIN 

Report on the trials of Basque guerillas; death sentences commuted 1 (2). 

SPEAKER 
Provision of a pension for the retiring Speaker of the House of Commons approved CP(70) 121, 

1 (7). 

STATUTORY LOCAL GOVERNMENT COMMITTEES 
See LOCAL GOVERNMENT REORGANISATION. 

STEEL INDUSTRY 
Further consideration to be given to the decision to maintain intact the basic iron and steel 

making activities of the British Steel Corporation (BSC). 15 (10). 
Group of Ministers to further consider rise in steel prices and the structure of the BSC CP 37, 

C  P 38, 17 (9). 
Prime Ministers report on the considerations of the group of Ministers CP 38, 21 (8). 

STEEL INVESTMENT 
See PUBLIC EXPENDITURE. 

STRUCTURE PLANS 
Form of inquiry; approval given to include provisions in the Town and Country Planning Bill 

CP 102, 48 (4). 

STUDENT UNIONS 
Need to curb the misuse of union funds CP 98, 43 (8). 

SUPPLEMENTARY BENEFIT IN TRADE DISPUTES 
See also SOCIAL SECURITY BILL. 
Proposals to provide a deterrent to strikes; preparation of a statement of the courses and their 

consequences CP 28, 13 (4). 
Provisions approved for inclusion in the Social Security Bill CP 28, CP 30, 14 (2). 

SYLVESTER, MR. 
See KIDNAPPING. 

T 
TELEVISION 

See also BRITISH BROADCASTING CORPORATION. 
PAY. 

Appearances on television of the General Secretary of the Union of Post Office Workers while 
a Governor of the British Broadcasting Corporation 5 (3). 

THAILAND 
Prime Minister of Thailand sets up a military dictatorship 56 (3). 

THIRD LONDON AIRPORT 
No decision to be announced before the Easter Recess 12 (1). 
Decision reached on the siting; development of the site; form and timing of announcement 

CP 34, 17 (6). 

TOP SALARIES REVIEW BODY 
See PARLIAMENT—REMUNERATION OF MEMBERS AND MINISTERS OF THE CROWN. 

TRINIDAD 
Constitutional problem 29 (3). 
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Request by the Soviet Government for the removal of an official from the British Embassy 

in Moscow 23 (2). 
Two members of Soviet Embassy in London declared personae non grataei possible future 
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Large number of Soviet officials to be evicted 48 (1). 
Soviet reaction to eviction 49 (2). 

SPAIN 

Report on the trials of Basque guerillas; death sentences commuted 1 (2). 
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STEEL INDUSTRY 
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making activities of the British Steel Corporation (BSC). 15 (10). 
Group of Ministers to further consider rise in steel prices and the structure of the BSC CP 37, 

CP 38, 17 (9). 
Prime Ministers report on the considerations of the group of Ministers CP 38, 21 (8). 

STEEL INVESTMENT 
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STRUCTURE PLANS 
Form of inquiry; approval given to include provisions in the Town and Country Planning Bill 

CP 102, 48 (4). 

STUDENT UNIONS 
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TELEVISION 

See also BRITISH BROADCASTING CORPORATION. 
PAY. 

Appearances on television of the General Secretary of the Union of Post Office Workers while 
a Governor of the British Broadcasting Corporation 5 (3). 

THAILAND 
Prime Minister of Thailand sets up a military dictatorship 56 (3). 

THIRD LONDON AIRPORT 
No decision to be announced before the Easter Recess 12 (1). 
Decision reached on the siting; development of the site; form and timing of announcement 

CP 34, 17 (6). 
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TRINIDAD 
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T P J S T A R 

See ROLLS-ROYCE. 

T U R K E Y 

Foreign and Commonwealth Secretary's visit to Ankara 24 (2). 

Success of the Queen's visit 52 (2). 


u 
U G A N D A 

Report on military coup and the new regime 5 (2). 

U N E M P L O Y M E N T 

March figures; level still rising 15 (6). 
July figures; review of statistical returns 40 (5). 
November figures; reasons for the high level; Ministers to consider public presentation of the 

December figures 56 (4). 
Possibility of accelerating civil and defence public expenditure to relieve unemployment CP 135, 

56 (6). 
Retention of quantitative restrictions on imports of cotton textiles CP 142, 60 (2). 
Expected figures for December 63 (3). 

U N E M P L O Y M E N T B E N E F I T 

Payment during temporary suspension from work; six-day suspension rule not to be introduced 
for the present CP 155, 63 (5). 

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

See also ARAB-ISRAELI DISPUTE. 


Changes in the Government; policies of the President 26 (2). 


U N I T E D N A T I O N S 
See also PAKISTAN. 

Chinese membership 24 (2), 40 (3), 43 (2), 52 (2). 

Criticism of the proposals for a settlement with Rhodesia 61 (2). 

Debate on Rhodesia and reaction to the proposals for a settlement 62 (3). 


U P P E R C L Y D E S H I P B U I L D E R S ( U C S ) 
Financial difficulties of Yarrow Shipbuilders Ltd. and negotiating conditions for Yarrow and 

Co. Ltd. to buy out the interest held in UCS 6 (2). 
Insolvency; strategy in the event of collapse 30 (3). 
Collapse of UCS; timing of statement; strategy for winding up 31. 
New enterprise to be established from the facilities of UCS, Draft Parliamentary statement 

CP 95, 42 (6). 
New company to be set up to operate the Govan and Linthouse yards; possibility of statutory 

powers for the Government to provide financial assistance in the Shipbuilding Industry Bill 
47(6). 

N o authorisation for additional commitments until position clarified; ministerial action to be 
taken. Presentation of the Government^ case; Ministerial Sub-Committee on Shipbuilding 
to complete their review of the industry and make early recommendations CP 109, 49 (5). 

Guarantees to shipowners and increased working capital, providing certain conditions were met; 
House of Commons statement CP 109, CP 114, 50 (3). 

U R U G U A Y 

See KIDNAPPING. 

V 
VAUXHALL MOTORS LIMITED 

See PAY. 

VEHICLE AND GENERAL INSURANCE COMPANY 
Unauthorised disclosure of information; statement to be made in the House 21 (3). 
Tribunal of Inquiry to be appointed 22. 

VIETNAM 
See also CAMBODIA. 

INDO-CHINA. 
President of the United States statement on the withdrawal of troops 20 (2). 



W 

WASP HELICOPTERS 

See ARMS FOR SOUTH AFRICA. 

WDLBERFORCE INQUIRY 
See also PAY—ELECTRICITY SUPPLY WORKERS. 
Implications of the findings on other pay negotiations CP 19, 9 (3). 

Y 
Y A R R O W A N D C O . L T D , 

See UPPER CLYDE SHIPBUILDERS. 

Y A R R O W S H I P B U I L D E R S L T D . 
See UPPER CLYDE SHIPBUILDERS. 

Y U G O S L A V I A 
Report on the visit to London of President Tito 55 (2). 

C O N S I D E R A T I O N O F M E M O R A N D A A T C A B I N E T M E E T I N G S 
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C O N F I D E N T I A L 

1. The Lord Advocate said that, in accordance with the normal 
procedure in Scotland, the Procurator Fiscal had held a preliminary 
inquiry into the accident at the Ibrox Park Football Stadium in 
Glasgow on 2 January. It fell to him on consideration of the 
Procurator FiscaFs report, which he expected to receive very shortly, 
to decide whether a fatal accident inquiry should be held to ascertain 
the cause of the deaths of those involved in the accident. In this 
case it was almost certain that he would decide to institute such an 
inquiry, which would be held by the Sheriff of Lanarkshire, sitting 
with a jury. It would be advisable for one of the Law Officers to 
present the evidence. The findings of the inquiry would be 
available in about two months and the inquiry would be able to 
assign responsibility for the accident and to make general 
recommendations. 

* 

The Home Secretary said that before the accident the 
Government had already taken action aimed at improved safety 
of football grounds generally; in the summer of 1970 he had seen 
representatives of the Football Association, primarily in relation to 
hooliganism; they had told him of the measures being taken by 
clubs following the report of Sir John Lang's inquiry, and he had 
sent a questionnaire direct to the main football clubs making 
searching inquiries about safety and was now receiving the replies. 

The Secretary of State for Scotland said that he also was 
receiving replies to a questionnaire he had sent to football clubs 
in Scotland at the same time as the Home Secretary's. He had visited 
the Ibrox Park Stadium and seen some of the injured in hospital, 
and had received preliminary reports of the origins of the accident. 
The accident had engendered general concern about the safety of 
football stadia, and it was important that this wider problem of 
safety measures should be pursued separately from the inquiry 
dealing with this particular accident at Ibrox Park. 

The Prime Minister, summing up a short discussion, said that 
a fatal accident inquiry would deal only with the accident at Ibrox 
Park; it was necessary to consider at once what action should be 
taken to secure higher standards of safety at football grounds 
generally. Such action might include long-term measures, involving, 
for example, structural alterations to football stadia, and also 
immediate measures such as stricter police control of crowds leaving 
a stadium. The Parliamentary Under-Secretary of State for the 
Environment (Mr. Eldon Griffiths) was arranging for all clubs to be 
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asked immediately to re-examine their safety precautions. He would 
arrange for a small group of Ministers, under the chairmanship of 
the Home Secretary, to consider urgently what general action was 
required in both the long and the short term, including the question 
whether an independent general inquiry into safety should be set up. 
When the Lord Advocate had reached and announced his decision 
on the setting up of a fatal accident inquiry, the Home Secretary 
and the Secretary of State for Scotland should make it known that 
general steps had already been taken with the Football Associations 
and the clubs with a view to improving safety at football grounds 
throughout the country, and that further urgent consideration was 
being given to the problem. 

The Cabinet— 

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

SECRET 

2. The Foreign and Commonwealth Secretary said that heavy 
rains in Malaysia had resulted in extensive flooding, as a result of 
which some 30,000 people had been rendered homeless. He was 
considering urgently, in consultation with the Chancellor of the 
Exchequer and other Ministers concerned, what action we could 
usefully take for the relief of distress. 

The Foreign and Commonwealth Secretary said that a Spanish 
military court had passed sentences of death on 6 members of a 
Basque nationalist movement. We had been under heavy pressure 
from the British Council of Churches, the Trades Union Congress, 
and Mr. Denis Healey to intervene on behalf of these prisoners but 
had judged it wise to do so only at the last moment and then in 
guarded terms. In the event the Head of the Spanish State, 
General Franco, had commuted the death sentences, and it was 
likely that our restraint would pay dividends in terms of Anglo-
Spanish relations. Now that the death sentences had been 
commuted, there would be no objection to proceeding with the 
proposed visit to Spain of the Parliamentary Under-Secretary of 
State, Department of Trade and Industry, Mr. Anthony Grant, which 
had been postponed pending the outcome of the trials. 

The Foreign and Commonwealth Secretary said that he had 
made an appeal through the Soviet Ambassador for clemency in the 
case of the Soviet Jews who were on trial in the Soviet Union on 
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China

charges of hi-jacking. The Ambassador had expressed resentment 
at our intervention and had professed surprise at our solicitude for 
persons who, in the view of the Soviet Government, had been guilty 
of the kind of acts of violence against civil aircraft which the British 
Government were concerned to suppress. The growing hostility 
towards the Jews in the Soviet Union was a matter for concern. We 
should have to keep up the pressure on the Soviet Government, 
although the Soviet Foreign Minister, Mr. Gromyko, had been 
unresponsive when the Foreign and Commonwealth Secretary had 
raised the matter with him during Mr. Gromyko's visit to London. 

The Foreign and Commonwealth Secretary said that the mission 
of the Special Representative of the United Nations' Secretary-
General, Dr. Jarring, had now been resumed. The United Arab 
Republic (UAR) were insisting on the priority of withdrawal by 
Israel from the occupied territories, w'hile the Israelis gave first 
priority to the renewal of the cease-fire after its current period of 
validity expired on 5 February, and no progress had yet been made. 
So far as the cease-fire was concerned, the U A R Government, whose 
internal position was not a strong one, might feel impelled to make 
a demonstration of belligerence when the cease-fire expired: but 
the morale of the U A R forces was low, and they were unlikely to 
take any major action. It might be easier to assess U A R intentions 
after he had seen the U A R Foreign Minister, Dr. Mahmoud Riad, 
who would be arriving in London that day. Dr. Jarring himself was 
not sanguine about his prospects of success. He alleged that the 
Israelis insisted on his confining himself to the role of a go-between 
and did not wish him to act as an independent negotiator. The 
Foreign and Commonwealth Secretary intended to speak to the 
United Nations Secretary-General, U Thant, with a view to 
encouraging U Thant to try to induce Dr. Jarring to adopt a more 
constructive attitude. He would also try to enlist the support of the 
United States and France for his representations. But Dr. Jarring 
was not a very dynamic character, and the procedures he had 
adopted left much to be desired: for instance, no records had been 
kept of his conversations with the contending parties. 

The Foreign and Commonwealth Secretary said that the last 
British prisoner detained in the Chinese People's Republic, 
Mr. Johnston, had now been released. This betokened a more 
forthcoming attitude on the part of the Chinese Government. The 
latter had recently expressed interest in the purchase of VC 10 
aircraft: but the numbers available had not been sufficient to meet 
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their requirements, and the Chinese had now placed an order in the 
Soviet Union. 

The Cabinet— 

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

C O N F I D E N T I A L 

3. The Cabinet considered a memorandum by the Home 
Secretary (CP (70) 126) summarising the main provisions of the 
proposed Immigration Bill and drawing attention to particular points 
of difficulty. 

The Home Secretary said that the chief problem in preparing 
the Bill was to abide by, the clear undertaking in the Election 
Manifesto to establish a " new single system of control over all 
immigration from overseas". This the Bill would effectively achieve, 
although within the single system of control it would be necessary, 
for practical reasons, to apply more stringent criteria for admission 
to Commonwealth citizens than to aliens in order to prevent a 
resurgence of " N e w " Commonwealth immigration. Such a 
resurgence would inflame community relations in Britain; the success 
of our policies aimed at improving community relations was basically 
dependent on the Governments maintaining firm and demonstrable 
control over the admission of immigrants. 

The Cabinet then considered the detailed problems outlined in 
the Home Secretary's memorandum. 

In discussion it was agreed that the future control mechanism for 
Commonwealth immigrants should be based on criteria of skill and 
usefulness rather than on a flat numerical quota system, although 
provision would be made for the^application of quotas if these 
should prove necessary. The operation of more stringent criteria 
against prospective Commonwealth immigrants (which would 
effectively exclude the unskilled) than those applied to aliens would 
lead to charges of discrimination; but given the propensity of 
" New " Commonwealth immigrants, in contrast to aliens, to settle 
permanently and to bring in their dependants, this safeguard was 
both necessary and defensible. It would however be desirable to 
have an early study of the " open-door " philosophy on which our 
policy on the admission of aliens for employment had hitherto been 
based. It was questionable whether, given over 600,000 
unemployed in this country, it remained an acceptable proposition 
that certain sectors of the economy, notably catering, should 



continue to recruit substantial numbers of aliens. The removal or 
at least reduction of this anomaly would also serve to answer 
charges of discrimination against Commonwealth citizens under the 
new control system. There was a need for a factual study of 
the occupations for which aliens were recruited, coupled with an 
analysis of the degree to which United Kingdom unemployed could 
replace them. 

The Secretary of State for Social Services said that he welcomed 
the special provision that was being made to keep doctors outside 
the future control system for immigrants, but he would urge that 
immigrant dentists should be similarly exempted and that both 
Commonwealth doctors and dentists should be exempt from the 
requirement for police registration. 

The Home Secretary agreed to consider this. 

The Cabinet discussed the possibility, examined in paragraphs 
15-19 of the Home Secretary's paper, of exempting from 
immigration restrictions Commonwealth citizens who could show a 
direct ancestral link deriving from a United Kingdom-born parent or 
grandparent. It was agreed that, although such a concession would 
probably attract some criticism as being discriminatory in favour 
of the " white " Commonwealth, it was defensible as being a clear 
reflection of our unique relationship with the " old " Commonwealth 
countries. Very substantial numbers of New Zealanders and 
Australians and a smaller proportion of Canadians would benefit, 
and our diplomatic representatives in Canberra and Wellington had 
indicated that this concession would greatly moderate the criticism 
of our immigration policies being voiced in those countries. 

In this connection, some support was expressed for the view 
that all citizens of the " old " Commonwealth countries and not 
merely those with one United Kingdom-born grandparent, should 
be exempted from our immigration controls. After discussion, 
however, it was agreed that although such a concession would be 
welcome in the " old " Commonwealth and in this country, it would 
be difficult to defend against charges that we were discriminating 
against the " n e w  " Commonwealth and giving to nationals of the 
" old " a special status which it could be argued was contrary to 
the concept of the Commonwealth as a multi-racial institution. It 
would be difficult to find any criterion—e.g. the retention by the 
country concerned of The Queen as Head of State—which would 
have the effect of securing in practice unrestricted entry to the 
United Kingdom for nationals of the " o l d  " Commonwealth 
countries with which we had especially close ties, while at the same 
time achieving our objective of setting limits to immigration from 



the other countries of the Commonwealth. It was noted, however, 
that even the concession on grandparental connection would be 
insufficient to exempt the descendants of the earlier colonists in the 
" o l d " Commonwealth from our immigration restrictions, even 
though their origins might be purely British. However, for the 
purposes of visits to and study in this country the privilege they at 
present enjoyed would be preserved. 

The Foreign and Commonwealth Secretary said he was 
concerned lest the interpretation of the new immigration restrictions 
should adversely affect Gibraltarians to whom assurances had been 
given that they would not lose their present privilege as regards 
entry to the United Kingdom. The number of persons concerned 
was minimal and this was a matter on which, uniquely, all the 
Gibraltarian political parties were united. 

The Home Secretary agreed to give special consideration to the 
position of Gibraltarians in the light of the assurances which had 
been given to them. 

It was agreed that unlike aliens, Commonwealth students should 
continue in the future to be exempted from police registration, and 
that this exemption should extend to Commonwealth student nurses 
and post-graduate students. In future, however, Commonwealth 
students who forsook their studies and took up employment would 
thereby lose the right to remain in the country and would become 
liable for deportation. 

The Cabinet discussed the desirability of any change in the voting 
rights of immigrants. It was noted that the Government was under 
no obligation to make a change in voting rights but was, on the 
contrary, specifically committed to preserving the franchise given 
to Irish (Republican) citizens in the United Kingdom and to 
maintaining the voting rights of those Commonwealth citizens who 
were already settled in this country. The Cabinet agreed that it 
would be unwise to seek to modify ^the franchise now accorded to 
Commonwealth immigrants: to maintain it would serve to underline 
our relationship with the Commonwealth and answer, at least in 
part, charges of discrimination against the Commonwealth arising 
from other aspects of the new immigration controls. 

The Prime Minister, summing up, said the Cabinet agreed in 
general with the Home Secretary's proposals for the Immigration 
Bill. The Home Secretary should now arrange for the completion 
of the drafting of legislation taking account of the views expressed 
by the Cabinet on the adoption of criteria rather than numerical 
quotas for the admission of Commonwealth immigrants, the 
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introduction of a concession on grounds of ancestral connection 
which would broadly benefit the " old " Commonwealth, and the 
exclusion of Commonwealth students from the requirement to 
register with the police. N o action should be taken to circumscribe 
the voting rights of Commonwealth citizens. The Home Secretary 
had also undertaken to consider certain concessions to immigrant 
dentists and doctors and the possibility of making special 
arrangements for Gibraltarians in keeping with the Ministerial 
assurances given to them. The Home Secretary would also discuss 
further with the Chancellor of the Exchequer the question of 
assistance towards repatriation expenses for those Commonwealth 
immigrants who wished to return home. The Secretary for 
Employment should initiate a study of the employment of aliens, on 
the lines which the Cabinet had discussed, and report his 
conclusions to the Cabinet. As to the timing of the introduction of 
the Bill, this should not be earlier than the end of January, thereby 
providing an opportunity to reconsider the matter if necessary in 
the light of the outcome of the Commonwealth Prime Ministers' 
Meeting at Singapore. 

The C a b i n e t 

(1) Took	 note, with approval, of the Prime Minister^ 
summing up. 

(2) Invited the Home	 Secretary and the Secretary of State for 
Employment to proceed as indicated in the Prime 
Minister^ summing up. 

SECRET 

*4. The Cabinet considered a memorandum by the Foreign and 
Commonwealth Secretary (CP (71) 1) giving the text of an under
taking by the South African Government not to use arms supplies for 
purposes other than maritime defence, together with a note by the 
Prime Minister (CP (70) 122) covering the reports of two official 
Working Parties on certain aspects of the same problem. The first 
report considered proposals which we might put forward during 
the Commonwealth Prime Ministers' Conference at Singapore for 
discussions on defence problems in the Indian Ocean. The second 
examined contingency plans for the protection of our interests if 

* Previously recorded in a Confidential Annex. 

SECRET 



some members broke away after the Singapore Conference and 
perhaps also took retaliatory action against us. 

The Foreign and Commonwealth Secretary said that the form of 
public assurance now agreed with the South African Government 
(set out in paragraph 2 of CP (71) 1) following the Cabinefs 
discussion of the subject on 1 December went as far as it was realistic 
to expect the South African Government to go in reassuring their 
neighbours that they had no aggressive intentions. 

The Prime Minister said that the reports of the two official 
Working Parties circulated as C P (70) 122 had been discussed in 
detail by the Defence and Oversea Policy Committee on the 
previous day. The first report showed that there might be advantage 
in making it clear, during the course of the Singapore Conference, 
that we would be ready to take part in bilateral discussions on 
security in the Indian Ocean area with any other Commonwealth 
country and that, if proposals were put forward for discussions on a 
broader, multilateral, basis we should be prepared to consider them 
constructively. The original suggestion for consultations on defence 
problems in the area emanated from the Governments of Kenya 
and Nigeria; and action on the lines proposed might well be of 
interest to those Governments, as well as influencing them to view 
less unfavourably the Governments intentions in the matter of arms 
supplies to South Africa. 

On the report on contingency plans, also circulated with 
CP (70) 122, the Prime Minister said that the Defence and Oversea 
Policy Committee had taken decisions on a number of detailed 
matters, and that the Cabinet would probably wish to concentrate 
on the salient points which had emerged from that discussion. The 
first of these concerned Commonwealth countries which decided to 
register objection to our action in selling arms to South Africa simply 
by leaving the Commonwealth, while taking no other retaliatory 
action. It was proposed that, while we should do nothing to mitigate 
the natural consequences of withdrawal from the Commonwealth, we 
should take no deliberate retaliatory action against the State or 
States concerned. The Committee had also discussed the ways in 
which it would be appropriate to respond to positive measures taken 
against our interests in the contingencies envisaged. They had agreed 
that a great deal would depend on the circumstances of each 
individual action and that decisions on the measures required, 
whether in the economic or other fields, could most appropriately be 
taken at the time. A small Committee of Ministers (under the 
Prime Ministers chairmanship) was therefore being set up for the 
purpose of reaching these decisions speedily. The same Committee 



would also be available, when necessary, to deal with problems 
arising on measures to ensure the safety of British nationals overseas, 
including evacuation plans, where these required interdepartmental 
action. 

In discussion, there was general agreement with the conclusions 
reached by the Defence and Oversea Policy Committee as reported 
by the Prime Minister. The following additional points were made : 

(a) The Defence and Oversea Policy Committee's discussion had 
shown that, if an announcement of the Governments policy was to 
be made very shortly after the end of the Singapore Conference 
it might be necessary to put certain precautionary moves of naval 
units in hand during the period of the Prime Minister^ absence. 
The co-ordination of these and other moves could most effectively 
be ensured if the Committee referred to by the Prime Minister met 
under the Home Secretary's chairmanship, as necessary, for the 
purpose of issuing the instructions required. 

(b) The contingency study in CP (70) 122 presented a sombre 
picture, since it examined a wide range of possible reactions which 
had potentially far-reaching political implications. There were 
indications that some African countries would wish to avoid a 
mutually damaging series of counter-measures; but in Zambia and 
Uganda in particular emotions were still running high. 

(c) The same study (in paragraph 38) referred to possible mass 
expulsions of Asians with United Kingdom passports from certain 
East African countries. Transport limitations would probably 
prevent any problem created in this way from building up very 
quickly; but the possibility could not be excluded that these Asians, 
as well as our own nationals, might be harassed in the countries in 
which they were at present residing. 

id) At the Singapore Conference, it would be important to avoid 
implying that our attitude was liable to change under pressure. On 
the other hand, the Prime Minister and Foreign and Commonwealth 
Secretary would make it clear that our decision would not be 
announced until after their return to this country, when a statement 
would be made to Parliament. It would be desirable for the 
Cabinefs final decision on the terms of this statement to be made in 
the light of the conclusions about the likely reactions of the other 
Commonwealth countries reached by the Prime Minister and 
Foreign and Commonwealth Secretary at Singapore. 

The Prime Minister, summing up the discussion, said that the 
Cabinet welcomed the terms of the South African undertaking 
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which the Foreign and Commonwealth Secretary had reported in 
CP (71) 1. They took note of the reports of the Working Parties 
circulated with CP (70) 122 and approved, subject to the point made 
in discussion in regard to precautionary moves of naval units, the 
method by which the Defence and Oversea Policy Committee 
intended to deal with the various contingencies which might arise. 
Together with the Foreign and Commonwealth Secretary, he would 
seek so to conduct the discussions in Singapore that the procedure 
and timetable for the announcement of our intentions referred to 
in discussion could be maintained. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

SECRET 

*5. The Cabinet considered a memorandum by the Foreign 
and Commonwealth Secretary (CP (71) 2) to which was annexed a 
proposed reply to a communication dated 21 December, 1970, 
addressed by the representative in South Africa of the illegal regime 
to Her Majesty's Ambassador, Pretoria. 

The Foreign and Commonwealth Secretary said that the reply 
by the leader of the illegal regime, Mr. Ian Smith, to our initial 
communication enquiring whether there was a basis for the 
resumption of discussions had been negative in tone. His further 
communication of 21 December, though it rejected the idea of 
resuming talks at the point at which they had been broken off in 
HMS Fearless, and maintained the regime's insistence that the 
starting point for future discussions must be based on the illegal 
1969 Constitution and the acceptance of Rhodesia as a " sovereign 
independent republic ", nevertheless afforded a basis on which the 
dialogue could be continued. Given the desirability of doing so 
at least until the Commonwealth Conference in Singapore was over, 
there appeared to be advantage in replying to Mr. Smith, provided 
that we could be reasonably sure that to do so would not provoke 
an announcement by him that he considered that there was no point 
in continuing the exchanges. The draft reply annexed to his 
memorandum, to which he now sought his colleagues' approval, was 
designed to avoid this risk. 

The Prime Minister, summing up a brief discussion, said that 
before any progress on the substance of the problem could be 

* Previously recorded in a Confidential Annex. 
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achieved, it would be necessary to have a genuine exchange of views 
with the regime in Rhodesia. For this purpose something more 
would be required than exchanges in writing. In regard to the reply 
to the regime's communication, the Cabinet agreed that the Foreign 
and Commonwealth Secretary's draft was in general well calculated 
to achieve our short-term objective of keeping the dialogue with 
Mr. Smith going, thus enabling us to avoid controversy at the 
Singapore Conference on the ground that exchanges with the regime 
were still in progress. The last sentence of the draft, however, 
which pointed the contrast between, on the one hand, the regime's 
concept of parity between Africans and Europeans and, on the 
other, the principle of unimpeded progress towards majority rule 
to which we were committed, raised issues which should be avoided 
at this stage, and should in consequence be omitted. 

The Cabinet— 

(1) Took	 note of the Prime Minister's summing up of their 
discussion. 

(2) Invited the Foreign and Commonwealth Secretary to arrange 
for the despatch by Her Majesty's Ambassador in 
Pretoria to the representative of the regime in South 
Africa of a communication on the lines of his draft, as 
amended in discussion. 

CONFIDENTIAL 

6. The Cabinet considered a memorandum by the Secretary 
of State for the Environment (CP (70) 123) about the Channel Tunnel. 

The Secretary of State for the Environment said that the 
Ministerial Committee on Economic Policy (EPC) had considered 
the proposal for a rail Channel Tunnel. They had accepted, in the 
light of all the preliminary work which had been done jointly with 
the French but subject to the outcome of the final studies, that a 
rail tunnel was feasible and economic, that no alternative form of 
fixed link was practicable, and that the tunnel was preferable to 
continued reliance on sea and air transport alone. There were no 
planning difficulties. However, the financing proposals which had 
emerged from negotiations between the previous Administration, 
the French Government and a private consortium and which had 
been largely accepted by the French Government were not 
attractive. In particular, at least 85 per cent of the construction 
finance raised by the consortium would be guaranteed by the two 



Governments, and the private capital at risk would be very small. 
It was desirable to reduce the share of the public sector if this were 
possible. There was, however, a serious risk that if the financial 
discussions were to be re-opened completely the project would fall 
through with adverse repercussions on Anglo-French relations. It 
seemed likely that only a small increase in the degree of private 
participation could be negotiated at this relatively late stage in 
discussions which had lasted some years. In the circumstances, the 
Minister for Transport Industries might discuss the position with 
the French Government on the basis that the British Government 
endorsed the concept of a rail Channel Tunnel in principle, that we 
wished to start the final studies now and were prepared, if necessary, 
to cover all or most of the costs of the first stage, but that we wished 
to give further consideration to the financing proposals before 
reaching joint decisions on those submitted or on the part to be 
played in the project by the present private group. No commitment 
would be undertaken at this stage to construct the tunnel nor, 
indeed, to carry the studies beyond the end of the first stage and 
any proposed agreement would be considered in consultation with 
the Law Officers to ensure that the Government were not so 
committed. 

In discussion the following points were made— 

(a) If a fixed link were to be provided, it should be the rail 
tunnel. However, even though all the existing evidence indicated 
that the growth of crossed-channel traffic could be catered for more 
cheaply and satisfactorily in that way than by the development of 
sea and air transport, it would be wrong to commit the Government 
at this stage to going ahead with the project even if the outcome of 
the final studies were satisfactory. 

(b) Unless a decision were taken quickly to go ahead with the 
final studies, a season's work would be lost and the project might 
be jeopardised. 

(c) Provided that we were prepared to embark on the studies 
immediately (and to meet the costs of the first stage if the consortium 
were unwilling to do so before the conclusion of a full financing 
agreement) it was reasonable to explain to the French Government 
that the new Administration wished to review the arrangements for 
financing the British share of the cost in the light of their general 
policies. 

id) It was suggested, however, that the French Government— 
who attached considerable importance to the project—were likely to 
misunderstand an approach on these lines unless it included an 
assurance of our commitment in principle to the project. In 



particular, it was undesirable to tell them specifically, as EPC had 
proposed, that our intention to proceed depended on agreement on 
satisfactory financing proposals. 

(e) The private financial interests who had been working on the 
project for some four years were becoming impatient for a decision. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that stage 1 of the final studies should be put in 
hand as soon as possible. They were not, however, prepared at this 
stage to endorse the existing financing proposals. If in the 
circumstances the private interests were not prepared to finance 
the studies, we should be prepared to provide up to £500,000 to meet 
the cost of stage 1. The French Government should be informed 
of our willingness to proceed urgently in this way, but that we 
wished to give further consideration to the financing of the British 
share of the cost of the studies as a whole and of construction. 
There was no need to refer specifically to our commitment in 
principle to the tunnel project; this had been made clear in 1964. 
If it proved necessary he would be prepared to write to President 
Pompidou on these lines. The Minister for Transport Industries 
should then explore urgently with the French Government and 
subsequently with the consortium the scope for improving the 
financing proposals, and should report the outcome to EPC. In the 
meantime there should be no public statement, but the position 
might be explained in confidence to the consortium as soon as the 
approach had been made to the French Government. It was 
essential that any agreement made in respect of stage 1 of the studies 
should not commit the Government, explicitly or implicitly, vis-a-vis 
either the French Government or the consortium, to proceed with 
the later studies or to construction of the tunnel. 

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	 the Environment and the 
Minister for Transport Industries— 

(i) to	 consider, in consultation with the Chancellor of 
the Duchy of Lancaster, how the Governments 
position might best be explained to the French on 
the lines indicated in the summing up of the 
discussion; 

(ii) to	 explore the possibilities for reducing the degree 
of public involvement in the project and to 



bring the existing financing proposals and any 
alternatives before EPC as soon as possible; 

(iii) to ensure, in consultation with the Law Officers, that 
any agreement in respect of the final studies 
involved no commitment, explicit or implied, to 
proceed beyond the first stage or to construction 
of the tunnel. 

Pension

CONFIDENTIAL 

The Speakers 7. The Cabinet considered a memorandum by the Chancellor 
o f t h  e Exchequer (CP (70) 121) on the provision of a pension for 
Mr. Speaker King. 

The Chancellor of the Exchequer said that, when the previous 
Speaker died in office in 1965, provision was made by Bill for the 
payment of a pension of £1,667 a year for his widow. This followed 
the principle first introduced in 1959 of providing a widow's pension 
at the rate of one-third of the Speakers own pension, which was 
assumed in 1965 to be £5,000 a year. The Speakers salary had not 
changed since that date. The Acts fixing the pensions for the Prime 
Minister, the Lord Chancellor and the Higher Judiciary prescribed 
one-third of the husband's pension as the rate for a widow's pension. 
He accordingly proposed that a Bill should be introduced a few days 
after the Election of the new Speaker to provide a pension of £5,000 
a year for Mr. Speaker King and a contingent widow's pension of 
£1,667 a year in the event of his wife surviving him. Although no 
specific commitment had been entered upon, the salary and pension 
of the Speaker would no doubt be considered as part of the 
forthcoming review of the remuneration of Ministers and Members 
of Parliament. Any new level of pension that might be established 
would apply to Speakers retiring thereafter, but not to Mr. Speaker 
King. His pension would, however, come within the scope of the 
Pensions (Increase) Bill to be introduced later in the current Session. 

The C a b i n e t -
Approved the proposal in CP (70) 121 for the introduction 
of a Bill to provide a pension of £5,000 for Mr. Speaker 
King and a contingent widow's pension of £1,667. 
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CONFIDENTIAL 

8. The Cabinet considered a memorandum by the Secretary of 
State for the Home Department (CP (70) 125) about the secretariat 
for the three new review bodies to be set up on pay in the public 
sector. 

The Home Secretary said that the Government had announced 
on 2 November in the House of Commons that the new review bodies 
on top salaries in the public sector, Armed Forces' pay and doctors' 
and dentists' pay were to have a degree of common membership 
and a common secretariat which would be provided by the proposed 
Office of Manpower Economics (OME). The representatives of the 
doctors and dentists were prepared to accept the principle of some 
common membership and a common secretariat. However, they 
suspected that the OME would be under Government influence and 
that an O M E secretary would therefore impair their review body's 
independence, to which they attached "the greatest importance. 
They suggested that, instead, the secretary of the review bodies 
should be drawn from the Cabinet Office, and argued that this would 
enable them to secure acceptance by their members of the rest of 
the Governmenfs proposals. The Secretary of State for Social 
Services had recommended the Ministerial Steering Committee on 
Pay Negotiations to agree to the professions' request, arguing that, 
provided a Cabinet Office secretary would in practice maintain 
close links with the OME, the change would be only a formality, 
and that refusing the concession would lead to a crisis in relations 
with the doctors and dentists in the National Health Service. 
However, the Committee thought that the medical and dental 
professions would, undoubtedly claim the concession to be one of 
substance and that accordingly the Governmenfs resolve in carrying 
through their announced policies would be called in question. 
Moreover, Members of Parliament, whose pay was to be considered 
by another of the review bodies, would see a Cabinet Office secretary 
as a threat to the review body's independence, rather than a guarantee 
of it; and in practice the review of Armed Forces' pay would need 
the special skill and experience which the O M E would inherit from 
the National Board for Prices and Incomes. The Committee had 
concluded that, while maintaining the undertaking that the findings of 
the new review bodies would not be referred to any other outside body 
and that the Government would accept the recommendations unless 
there were clear and compelling reasons to the contrary, they should 
reject the two professions' requests for a Cabinet Office secretary 
and adhere to their publicly announced intentions. He invited the 
Cabinet to endorse these conclusions. 
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The Secretary of State for Social Services said that he had 
commended the proposal for a Cabinet Office secretary solely as a 
device to help secure the acceptance in general by the medical 
profession of the arrangements for the new review bodies. If the 
Government rejected it, there was likely to be public dispute with the 
doctors. However, he was grateful to the Secretary of State for 
Employment for agreeing to make a concession in the Industrial 
Relations Bill on the status of bodies such as the British Medical 
Association and the Royal College of Nursing, since that would 
avoid provoking the medical profession on two issues at the same 
time. 

The Prime Minister, summing up a short discussion, said that, 
for the reasons advanced by the Ministerial Steering Committee on 
Pay Negotiations and because making the concession requested by 
the medical profession would contrast unfavourably with the 
Governments firm line on the terms of reference for the Court of 
Inquiry into the electricity ,supply pay dispute, the Cabinet agreed 
to maintain their previous decision that the secretary of the new 
pay review bodies should be drawn from the OME. Proposals for 
the composition of the review bodies should be formulated quickly 
and submitted to him by telegram during his forthcoming journey 
overseas. 

The C a b i n e 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, in 
consultation with the other Ministers concerned, to submit 
to the Prime Minister at an early date proposals for the 
composition of the new public sector pay review bodies. 

C O N F I D E N T I A L 

9. The Cabinet considered a memorandum by the Lord Privy 
Seal (CP (70) 124) on Improved Expenditure Decisions by 
Government. 

The Lord Privy Seal said that further study of the implications 
of introducing a programme analysis and review (PAR) system, 
particularly in terms of its demands on manpower, had been carried 
out by a group of senior officials, under Treasury chairmanship. 
Their report which was attached to his paper had been seen and 
endorsed by Permanent Secretaries. The report made it clear that 



the PAR system would have to be selective in its approach: in 
1971 each main spending Department would review one or two 
important programmes, and, in the case of the very large 
Departments, one or two programmes for each policy area 
covered by the Department. The timetable for 1971 had been 
worked out and should be compatible with the PESC timetable. 
The extra load on Ministers would be reduced to a minimum by 
the selectivity of the system and because systematic review under 
PAR would replace ad hoc reviews which became necessary from 
time to time in the absence of PAR. The demands on Civil Service 
manpower, some in particularly scarce categories, had been broadly 
calculated as less than 100 in the first year. This price was worth 
paying for the advantages gained. Work should start immediately if 
the programme for 1971 was to be put into effect. 

The Prime Minister, summing up a. short discussion, said that 
the Cabinet agreed to introduce a selective programme analysis and 
review system as now proposed, and an appropriate announcement 
could be made. The selectivity of the system made it easier to 
introduce. The extra manpower involved was small, and, once 
introduced, the system should more than pay for itself. Many of 
the details of the system would have to be worked out as it was 
introduced; in particular acceptable ways of balancing proposed 
increases in expenditure with offsetting reductions within the 
framework of the latest PESC decisions would no doubt emerge in 
practice. Departments should co-operate to the full in developing 
the system as complementary to PESC and as a valuable aid to mcfre 
rational decisions on the competing claims of programmes within 
the total of public expenditure. Ministers would wish to consider 
collectively, where this was appropriate, the results of reviews. 

The C a b i n e t -
CD Took note, with approval, of the Prime Ministers summing 

up of their discussion. 

(2) Invited the Lord Privy Seal to arrange for	 the Civil Service 
Department, the Treasury and the Cabinet Office to enter 
into discussions with Departments in order to introduce 
a programme analysis and review system as soon as 
possible. 

(3) Invited the Lord Privy Seal, in consultation	 with the Lord 
President, to make an appropriate public announcement 
about the introduction of the new system. 

Cabinet Office, 

5 January, 1971. 
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CONFIDENTIAL 

1. The Home Secretary expressed the Cabinefs relief that the 
Secretary of State for Employment and his wife and daughter had 
escaped unhurt from the bomb explosions that had taken place at 
his house on 12 January and their admiration of the dignity and 
courage which he had shown after the incident. 

He informed the Cabinet of arrangements made by the police 
for the protection of members of the Cabinet and said that he had 
arranged for a police officer to call on each of them to explain the 
precautions which they should take. 

CONFIDENTIAL 

2. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. 

SECRET 

3. The Minister for Posts and Telecommunications said that 
the Union of Post Office Workers (UPW) would be meeting the 
Post Office Board that day in pursuance of their pay claim, in 
response to which the Post Office had so far offered a 7 per cent 
pay increase. The UPW had declared that, in default of a 
satisfactory improvement on the offer, they would take industrial 
action; the Union executive were to meet the following day and 
were likely to call for an official strike beginning on the following 
Monday. The Post Office proposed to improve their offer to 8 per 
cent, with the addition of a further % per cent to which they were 
committed under productivity agreements affecting some of the 
staff concerned, and this offer had already been approved by 
Ministers. The U P W were unlikely to accept the improved offer 
and they had already rejected arbitration. They had virtually no 
strike funds and might in the event decide on a work-to-rule rather 
than full strike action, though there might be pressure from union 
members for the latter and, in the view of the Post Office, the UPW 
could sustain a full strike for a week or a fortnight, especially if 
public opinion were favourable to the postal workers. A full strike 
would disrupt normal postal services but have a less severe effect 
on telecommunications. Main Post Offices would be likely to close 
but so long as sub-Post Offices were able to continue it seemed 
likely that the majority of social security payments could be kept 
u p ; there were also plans for continuing some of these payments 



through the local offices of the Department of Health and Social 
Security and the Department of Employment, subject to the co
operation of the staff concerned. However, it was likely that the 
U P W would seek so far as possible to avoid action which would 
interfere with the maintenance of social security payments. Even 
the pay increase of 8 per cent which was to be offered would be 
likely to necessitate a further increase of at least a penny in postal 
tariffs within the next year or two, and the Post Office Board were 
anxious about the financial effects of any greater pay concession. 
They would be doing all they could to make these effects clear to 
the public. In previous instances of industrial action by postal 
workers, however, pressures had quickly built up from industry and 
commerce to reach an early settlement which would bring the 
disruption of services to an end. While, therefore, the Post Office 
Board were very ready to stand firm on an 8 per cent offer, they 
sought reassurance that the Government as a whole were fully 
cognisant of the disruption that a postal strike would cause and the 
pressures that it would generate and that they would have the full 
backing of Ministers. They also wished to be sure that Ministers 
would not concede, either before or during a postal dispute, a larger 
offer in response to the claim for a central pay increase for the 
Civil Service. The corresponding offer of 8 per cent for the Civil 
Service had however already been rejected by their Staff Side and, 
if it were to be improved, the Post Office Board would feel obliged 
to revise their own offer in parallel, though they thought it unlikely 
that the U P W would be prepared to reach a settlement at less 
than a 10 per cent increase with certain additional concessions. If 
his colleagues confirmed that the Post Office Board should not go 
beyond 8 per cent in an attempt to avoid the threatened industrial 
action, the fact that the U P W had rejected arbitration in advance 
would assist the employers' stand in the eyes of public opinion and, 
if the support of public opinion could be retained, a settlement 
might become possible at some further marginal, face-saving 
increase in about a fortnights time. If, however, public opinion 
supported the postal workers, it seemed" unlikely that the strike 
could finally be settled except for an increase exceeding 10 per 
cent. 

The Lord Privy Seal said that the central pay claim for the 
Civil Service related to some 140,000 staff and his colleagues had 
authorised him to make an offer not exceeding 8^ per cent to secure 
a settlement. However, publication of the December wage index 
had strengthened the Staff Side's resolve to reject the 8 per cent 
so far offered as inadequate and they were in his view unlikely to 
accept an improved offer which did not exceed 9 per cent. If the 
Staff Side were to opt for arbitration, an award of as much as 1 1 
12 per cent was possible. For this reason and because of the 
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importance of retaining the good will of the Civil Service, whose 
confidence in the Governments professed intention of not 
discriminating against the public service had been undermined 
under the previous Administration, he would see great advantage 
in improving the current offer in an attempt to reach a negotiated 
settlement. However, he accepted that the Civil Service pay claim 
could not be handled without regard for its effects on the Post 
Office negotiations; and, if his colleagues concluded that the Post 
Office should adhere to their present offer, he accepted that there 
could be no resumption for the present of negotiations on the Civil 
Service claim. 

In discussion, the view was expressed that the Cabinet lacked 
the detailed information to form judgments over the desirability 
of offering relatively marginal increases of the order of 1 per cent 
in the offers under discussion: these were matters which were 
better considered by the Ministerial Committees concerned with pay 
negotiations in the light of fuller information as to relative pay 
rates and earnings. It was in any event now impracticable to alter 
the negotiating tactics already agreed for the Post Office negotiations 
that afternoon, in which the Post Office Board already had latitude 
to arrange their offer to the best advantage within a maximum 
increase of 8 per cent on earnings, together with the \ per cent due 
under productivity agreements. On balance it would be desirable 
to adhere to that limit. It would, however, be important to ensure 
fuller publicity for the level of Post Office workers' earnings and 
for the effects on postal charges of conceding higher wages. It was 
also important to continue stressing the reasons why wage inflation 
needed to be fought by a series of battles over individual pay claims 
and could not be ended by adopting a single policy on wages and 
prices. 

The Rome Secretary said that the pay settlement of January 
 1970 for firemen employed by local authorities had provided for 

a 15 to 17^ per cent pay increase from that date^, a reduction in 
hours of work from April 1971 which in effect meant an increase 
in pay of 4£ per cent for that year, and an evaluation of the work 
of a fireman by comparison with outside employment, taking into 
account the long hours for which firemen were at work or on call. 
The fire authority employers, after a false start in the negotiations, 
had offered the Fire Brigades Union (FBU) a pay increase of 10 
per cent for the 1971 pay negotiations, which would include the A\ 
per cent value of the April hours reduction; it would therefore 
mean a further pay increase of only 5£ per cent. This was coupled 
with an undertaking to carry out the previous commitment to have 
an inquiry into the evaluation of the fireman's job, which would 
take some months and would lead to further negotiations on the 
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level of pay appropriate from then on. The FBU had decided to 
accept this offer and would not be extending their present industrial 
action, in which firemen were only responding to emergency calls. 
They would consider reverting to normal working if satisfied about 
the composition and terms of reference of the inquiry. Given that 
the A\ per cent hours reduction and the inquiry were both prior 
commitments from the period of the previous Administration, a 
settlement at a cost of only a further 5\ per cent increase was highly 
satisfactory and the Government should make efforts to impress 
this view of the settlement upon the public. 

Pay of The Secretary of State for Social Services said that negotiations 
o n a 0Nurses  faQ  p y f National Health Service nurses had begun on 12 
January, when the nurses' representatives rejected an offer of a 
pay increase of 1\ per cent against their claim for 20 per cent. 
There would no doubt be attempts in the near future to lobby 
Ministers and Members of Parliament, and to arouse sympathy 
among the members of the public for the nurses' claim. 

In discussion it was suggested that the Government should, if 
possible, avoid a pay dispute with nurses, since there would no 
doubt be strong public sympathy for the pay claim. In agreeing 
to the initial offer of 1\ per cent, the Ministerial Steering Committee 
on Pay Negotiations had understood that an opening offer in these 
terms would be consistent with a quick settlement achieved without 
public dispute, if that were desired, and were expecting to be 
consulted very shortly about the means of achieving that result. 
An acrimonious dispute about nurses' pay with an eventual 
settlement at a very high level would have a damaging effect on 
other pay settlements. 

The Home Secretary, summing up the discussion, said the 
Cabinet agreed that in negotiations with the UPW the Post Office 
Board should that day offer no more than 8 per cent, plus the \ per 
cent due under productivity agreements^ contingency plans against 
the possibility of industrial action by Post Office workers had been 
considered and agreed by the Ministerial Committee on 
Emergencies. The outcome of the negotiations and their 
implications for the handling of the central pay increase for the 
Civil Service should be further considered by the Ministerial 
Steering Committee on Pay Negotiations at a meeting early in the 
following week. The Committee should also take stock of the 
negotiations on the pay claim in respect of nurses. 

The C a b i n e t -

Took note, with approval, of the Home Secretary's 

summing up of their discussion. 
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CONFIDENTIAL 

4. The Secretary of State for Trade and Industry said that he 
had ordered a preliminary inquiry into the accidents that had 
occurred in the English Channel off Folkestone on 11 and 12 
January. Three ships were involved; two had sunk and 29 people 
were dead or missing. The accidents took place outside United 
Kingdom territorial waters, and all the ships and their passengers 
and crews were foreign. The inquiry would be of limited use, since 
only a few witnesses would be available, but he had asked the 
Governments of the Flag States concerned for permission for 
officials of his Department to attend any inquiries which they 
might hold. At present the traffic in the Straits of Dover was 
governed by an international separation scheme, involving separate 
traffic lanes for up-channel and down-channel traffic. It was for 
the most part observed (although it was possible that one of the 
ships involved in the accidents might not have complied with it), 
but it was not mandatory. He was seeking to improve the existing 
scheme by securing agreement in the Intergovernmental Maritime 
Consultative Organisation to its extension and to its being made 
mandatory. Trinity House and certain pilots bad advocated a 
change in the scheme by reversing the traffic lanes, but this proposal 
was likely to create more danger to shipping, particularly since the 
bulk of traffic in the Straits was bound for European and not United 
Kingdom ports, and the proposal would involve severe crossing 
difficulties. 

The C a b i n e t -
Took note of the statement by the Secretary of State for 
Trade and Industry. 

SECRET 

5. The Secretary of State for Trade and Industry said that 
talks between the major oil companies and oil producing countries 
on higher prices for oil from the Persian Gulf had been broken off 
after the oil company representatives had intimated that they were 
not yet ready to engage in substantive negotiation. The oil 
companies wished to avoid negotiating piecemeal or with 
individual groups of producers, both in the Gulf and elsewhere, 
but were hampered in the pursuit of their aim of simultaneous 
negotiations by the need under American Anti-Trust laws to secure 
the agreement of the United States Justice Department to their 
doing s o : steps were being taken to press the Americans on this in 
view of the severe consequences of risking the disruption of 
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Western Europe's oil supplies, and there were good prospects that 
the companies would soon be able to engage in joint negotiations. 
Meanwhile an extraordinary general meeting of the Organisation 
of Petroleum Exporting Countries had been summoned for 19 
January. It should be clearer by the end of that week how far 
the producing countries were prepared to go to put further 
pressure on the companies, and what degree of risk to our oil 
supplies we might face. Our current stock reserve represented some 
65-70 days' normal consumption (as compared with our target of 
90 days' normal consumption). Emergency oil supply arrangements 
for the whole of Western Europe were handled by the Oil Committee 
of the Organisation for European Co-operation and Development 
which would also be meeting next week. 

The C a b i n e t -
Took note of the statement by the Secretary of State for 
Trade and Industry. 

SECRET 

6. The Chancellor of the Duchy of Lancaster, reviewing 
developments since the kidnapping on 8 January of H M Ambassador 
to Uruguay, Mr. Geoffrey Jackson, said that the kidnapping had 
been skilfully planned and executed. The guards accompanying 
Mr. Jackson had not been armed. But even if they had been, it was 
by no means certain that they could have prevented the kidnapping. 
The Deputy Under Secretary for Administration at the Foreign 
and Commonwealth Office, Mr. Oliver Wright, had flown 
to Montevideo on 12 January and had had an initial interview with 
the Uruguayan Minister for Foreign Affairs at which he had 
conveyed to the latter a personal message from the Foreign and 
Commonwealth Secretary. At this meeting, Mr. Wright had been 
primarily concerned to establish a rapport with the Uruguayan 
authorities: in further conversations depending on their reaction, he 
would seek to induce them to follow the tactics successfully pursued 
by the Canadians in the case of the kidnapping of the United 
Kingdom Trade Commissioner in Montreal, Mr. Cross, and enter 
into a dialogue with the kidnappers. Mr. Wright had also been 
given a message from the Prime Minister to convey to the 
Uruguayan President, and would deliver this when the President, 
who was at present out of Montevideo, returned to the capital. 
Mr. Wrights first impression had been that the outlook was 
somewhat less gloomy than it had appeared on his departure from 
London. The Uruguayan Government had declared a state of 
emergency and were vigorously pursuing the search for Mr. Jackson. 
They had moreover increased the reward they had offered for 



information leading to the apprehension of the kidnappers to the 
equivalent of £16,000. For their part, the Foreign and Common
wealth Office had taken steps to strengthen the staff of the Embassy, 
and had sent a security expert to Montevideo. 

In discussion it was pointed out that the Swiss Government 
appeared to have prevailed on the Brazilian Government to release 
a number of political prisoners in order to secure the return of their 
kidnapped Ambassador; public opinion in this country might well 
press for similar action by us vis-a-vis Uruguay. As against this 
it was argued that it would be wrong to urge on the Uruguayans a 
course of action which they had consistently opposed and which, by 
showing that blackmail paid, might lead to further acts of violence. 

The C a b i n e t 

(1) Took note of the statement by the Chancellor of the	 Duchy 
of Lancaster and of the points made in discussion. 

SECRET 

The Chancellor of the Duchy of Lancaster said that on 11 
January Soviet authorities at checkpoints had prevented Allied 
freight vehicles from proceeding between Berlin and Western 
Germany along the autobahn on the grounds that their 
documentation was inadequate. The British, French and United 
States political advisers had, on instructions, jointly protested to the 
Soviet authorities in Berlin on 12 January. The Russians had 
alleged that there had been a misunderstanding, but had continued 
to maintain that the documentation of the Allied vehicles infringed 
agreed procedures specifying that the vehicles' documents should 
certify that they belonged to the garrison of West Berlin. Despite 
some further Soviet prevarication the transit of Allied vehicles had 
not subsequently been interfered with, although the Soviet 
authorities at checkpoints continued to assert their dissatisfaction 
with the Allied vehicles' documentation. 

The C a b i n e t 

(2) Took note of the statement by the Chancellor of the	 Duchy 
of Lancaster. 

Cabinet Office, 

14 January, 1971. 
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C O N F I D E N T I A L 

1. The Cabinet considered a memorandum by the Chancellor 
of the Exchequer (CP (71) 5) to which was attached a draft White 
Paper on Public Expenditure 1969-70 to 1974-75. 

The Chief Secretary, Treasury, said that since the Cabinet had 
approved in December the public expenditure programmes for the 
period to 1974-75, the few outstanding points had been settled and 
the analysis elaborated and completed. The draft White Paper was 
agreed by all Departments; he wished to pay tribute to the 
co-operation of Ministers and their officials. The White Paper set 
out in detail the estimates of future expenditure and the conse
quences for expenditure of the new priorities established by the 
Government. It showed continuing success in restraining the growth 
of public expenditure. It also provided more information and 
analysis than previously particularly in respect of the last two years 
of the period, though the estimates for the latter were necessarily 
more subject to adjustments than those for the earlier years. The 
draft compared the previous Governments programmes as set out in 
their White Paper (Cmnd. 4234, 1969), the prospective levels of 
expenditure in June 1970, the position resulting from the decisions 
taken in the autumn and set out in " New Policies for Public 
Spending" (Cmnd. 4515, 1970) and the latest estimates; certain 
amendments were proposed to make the comparisons even clearer. 
For the first time, also, the relative price effect was attributed to 
individual programmes, giving a more accurate measure of the 
demand they would make on national resources. It was not, 
however, intended that the White Paper should this year include a 
table showing public sector receipts as well as expenditure and the 
resulting balances. The previous assumption that existing tax rates 
would continue was unreal; moreover, in a changing economic 
situation the calculation of forward revenue was less accurate than 
that of expenditure. On any reasonable assumptions such a table 
would show a substantial move into deficit in the public sector 
accounts over the next few years. This would be liable to 
misrepresentation in the absence of more detailed explanation than 
was appropriate to a public expenditure White Paper. New 
information about charges was, however, being incorporated. He 
invited the Cabinet to approve the draft White Paper for publication 
the following week. 

In discussion it was pointed out that the White Paper showed a 
comparatively low rate of increase for expenditure on the health 
services; the Cabinet might be invited at an appropriate moment to 
review the priority which had been accorded to them. 



Parliamentary 
Affairs 

The Home Secretary, summing up the discussion, said that the 
Cabinet agreed the White Paper, subject to any minor amendments 
which the Chancellor of the Exchequer and the Chief Secretary, 
Treasury, thought necessary. It should be published in the course of 
the following week. The Cabinet wished to congratulate the Chief 
Secretary, Treasury, o n the outcome of the current year's review of 
public expenditure. 

. The C a b i n e t 

(1) Approved	 the draft White Paper on Public Expenditure 
1969-70 to 1974-75 attached to CP (71) 5, subject to such 
minor amendments as the Chancellor of the Exchequer 
considered necessary. 

(2) Invited	 the Chancellor of the Exchequer, in consultation 
with the Lord President, to make the necessary arrange
ments for the White Paper to be published in the course 
of the following week and, thereafter, to be debated in 
Parliament. 

C O N F I D E N T I A L 

2. The Lord President, informing the Cabinet of the business 
to be taken in the House of Commons the following week, said that 
the slow rate of progress in Committee on the Industrial Relations 
Bill would make it necessary for the Government to move a 
Timetable Motion at some stage. The sooner the Motion was 
approved, the longer was the time that could be provided for 
orderly debate at reasonable hours ; if a Motion was approved on 
Monday, 25 January, 10 further days could be provided for the 
Committee Stage and 3 days for the Report and 3rd Reading: an 
extremely generous allowance of time in the light of the precedents. 

The Home Secretary, summing up a short discussion, said that 
the Cabinet were agreed that a Timetable Motion was inevitable; 
that proper and ordered discussion of the Bill could be better 
secured by introducing such a Motion on the earliest possible day 
than by delaying it for a further week; and that it would, therefore, 
be right to introduce the Timetable Motion on Monday, 25 January. 

The C a b i n e t -
Took note, with approval, of the Home Secretary's 
summing up of their discussion. 
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SECRET 
3. The Home Secretary said that Ministers would have seen 

copies of telegrams from the Prime Minister regarding the prolonged 
discussions which had taken place on the previous day in both 
restricted and plenary sessions at the Commonwealth Prime 
Ministers' Conference at Singapore on the issue of the supply of arms 
to South Africa. With the decision to set up a study group of 
representatives of Australia, Britain, Canada, India, Jamaica, Kenya, 
Malaysia and Nigeria, the danger had been averted of a direct clash 
at the Conference with the opponents of the arms supplies to South 
Africa. The Prime Minister, on his return would probably wish to 
consider the situation with his colleagues on Monday in advance of 
a Parliamentary statement, and Ministers should hold themselves in 
readiness accordingly. 

The C a b i n e t -

Took note of the statement by the Home Secretary. 

The Chancellor of the Duchy of Lancaster said there was no 
further news about Her Majesty's Ambassador in Montevideo, 
Mr. Jackson; and no demands had yet been received from his 
captors. The Uruguayan former Minister of the Interior had 
resigned and been replaced by another General. 

A terrorist incident had occurred on 20 January at Her 
Majesty's Consulate in Guatemala City where the security guard 
provided for Her Majesty's Consul by the local government had 
been shot dead by four armed youths, who had probably been trying 
to obtain possession of the security guard's sub-machine gun. 

The C a b i n e t -
Took note of the statement by the Chancellor of the Duchy 
of Lancaster. 

SECRET 

4. The Secretary of State for Trade and Industry said that the 
state of negotiations between the major oil companies and the oil 
producing countries appeared a little more hopeful than when he 
had last reported to his colleagues, although it still seemed possible 
that the Persian Gulf States would seek to maintain a separate 
agreement covering production in their own countries. The 
situation was by no means clear, however, and the Cabinet should 
be aware that if a breakdown in these negotiations should coincide 
with some hostile action by Nigeria in consequence of an announce
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ment about South African arms supplies, we might face a serious 
situation, especially if Libya should decide to follow NigeriaS 
example. There was, however, no evidence that the last consequence 
would necessarily ensue. 

The C a b i n e t -
Took note of the statement by the Secretary of State for 
Trade and Industry. 

C O N F I D E N T I A L 

5. The Secretary of State for Employment said that, before the 
strike by the Union of Post Office Workers (UPW) had started he 
had called in representatives of both sides to establish their relative 
positions and the facts of the dispute. It had been clear from the 
discussions, which had been lengthy and conducted in an atmosphere 
of goodwill, that the gap between the parties was at present 
unbridgeable and the threatened industrial action inescapable. The 
Post Office Corporation had taken a firm and well argued stand 
against improving their pay offer (and he himself had made it clear 
to them that they would be under no pressure from the Government 
to do so). On the U P W side, it was evident that the Union's 
Executive were under pressure from their more militant members 
and felt strike action to be a tactical necessity. The General 
Secretary's stated public attitude of reasonableness and his com
mendation of the Governments attempt to conciliate were no doubt 
due in part to his realisation that, lacking the funds to sustain a long 
strike, the union would need within a week or two to take a new 
initiative to secure a settlement which would show the rank and file 
that they had gained little from following the advice of the militants 
and pressing their case by industrial action; but he would be equally 
conscious of his need to win public opinion to the union's side. 

The Minister of Posts and Telecommunications said that early 
reports that morning suggested that the union's industrial action 
was, if anything, having rather less adverse effects on Post Office 
services on the second day of the strike than it had had on the first. 
Some 40 per cent of telephonists were still at work and 3,000-4,000 
postal workers had reported for duty. The Post Office Corporation 
were paying close attention to the public presentation of their case 
and their efforts were making a good impact; but it would be unwise 
to underrate the UPW's skill in handling their own public relations. 
The Corporation were however anxious that the firm attitude they 
had adopted in response to the union's pay claim, initially at the 
Governments behest but later on their own conviction, should not 
now be undermined by the impact on public opinion of the emphasis 
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currently being laid by Press reports on the Corporation^ own 
responsibility for conducting pay negotiations and their refusal to 
make any improved offer. It would be helpful to the Chairman if 
it could again be made clear that the Corporation^ action had the 
Governmenfs full backing. 

In discussion the following main points were made: 

(a) Although the emphasis given in the previous day's Press to 
the Governmenfs move to conciliate in the dispute might have given 
the Post Office Corporation legitimate grounds for concern that they 
were being left to fight their battle alone, any such concern should 
now have been dispelled by the widespread reference in the current 
day's Press to the firmness of the Governmenfs own resolve. 

(b) The Government might usefully arrange further publicity 
for the view—as being their own, as well as that of the Post Office— 
that the UPW were in breach of an accepted agreement in rejecting 
arbitration on their claim; by stressing this and reiterating the effect 
on postal tariffs of meeting the claim in full, they would help 
to counter the impression given by the union that their attitude in 
the dispute had been a wholly reasonable one. 

(c) As against this, although it was right for the Government to 
urge the use of agreed arbitration procedures as the means of 
securing the orderly conduct of industrial relations, there were 
dangers in pressing too strongly for arbitration in the present 
dispute. In particular, there were apparent inequities in the existing 
pay structures for postal workers and telephonists whose correction 
an arbitration body might well recommend, at a considerable cost 
to the Post Office. These inequities were the subject of continuing 
studies by working parties in the Post Office, and though it was 
desirable that they should be corrected, it would be unfortunate to 
allow a commitment to their removal to become the price of a 
resumption of work. 

The Home Secretary, summing up the discussion, said that the 
Government remained in full support of the Post Office Corporation. 
It would, however, be unwise at present to make a further express 
statement to that effect; the matter could best be handled obliquely 
on the lines suggested in discussion. The Cabinet were agreed that 
no further Government action or initiative was required at the 
moment, in relation either to the deadlock in pay negotiations or the 
effects of the strike; the Ministerial Committees concerned would, 
however, keep the position under continuing review. 

The C a b i n e t 
(1) Took	 note, with approval, of the summing up of their 

discussion by the Home Secretary. 



Private Sector
xf̂  .
Negotiations 

The Secretary of State for Employment said that he was 
 arranging to see the President and Director-General of the 

Confederation of British Industry (CBI) and a number of leading 
private employers to impress upon them the Governments concern 
that the progress made in reducing the level of pay settlements in 
the public sector should not be undermined by inflationary settle
ments by private employers. Having regard to forthcoming pay 
negotiations in the private sector, he would urge the CBI to influence 
all their members to that end. 

The C a b i n e t 

(2) Took	 note of the statement by the Secretary of State for 
Employment. 

Cabinet Office, 
21 January, 1971. 
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SECRET 

eesea T/ze Prime Minister, reporting on the visits which he had paid 
 to Cyprus, Pakistan, India and Malaysia on his way to the Meeting 

tsbythe f Commonwealth Heads of Government at Singapore in the 
.me Minister

 0 

. , . , , . - , , , . . . 
Cyprus, previous week, said that m Cyprus he had spent much of his time 
' stan, India with the British Forces and had been greatly impressed by their 

jdMalaysia high quality and morale. He had also been encouraged by the 
Services' evident realisation of the concern which the present 
Government felt for their welfare and efficiency. During the visit 
he had had discussions with the President of Cyprus, Archbishop 
Makarios, and had also met the Vice-President, Mr. Kutchuk. It 
was clear that there had been little movement towards a solution 
of the inter-communal problem; and the prospect of any further 
progress was not bright. But he had urged both the President and 
the Vice-President to use their influence to secure a settlement. In 
doing so he had emphasised that neither we nor the other 
contributors to the United Nations peace-keeping Force in Cyprus 
could be expected to accept indefinitely the heavy financial and 
manpower commitments which our respective contributions entailed 
if the contending parties made no attempt to settle their differences; 
and criticism on these lines would be likely to increase if, as was 
possible, the United Nations had to assume a commitment for yet 
another peace-keeping force in connection with the Arab-Israel 
dispute. 

Turning to his visit to Pakistan, the Prime Minister said that 
his arrival there had unfortunately coincided with anti-British 
disturbances provoked by the publication in London of a book, 
originating in the United States, which was allegedly insulting to 
Muslim beliefs. Nevertheless, he had had full and cordial 
discussions with President Yahya Khan. The latter was anxious 
to stabilise the political situation after the recent elections, to 
introduce a new constitution and to return to normal forms of 
government. But the irresponsibility of the two major parties made 
it unlikely that this could be achieved in the immediate future. 
The difficult economic situation in East Pakistan was also causing 
the President anxiety. He recognised that the remedy for East 
Pakis tani economic problems lay in opening up trade with India; 
and he was anxious to do so as soon as possible. The Government 
of Pakistan seemed to have lost their initial enthusiasm for the 
Chinese connection and now appeared to be keeping China at arm's 
length. 

In India the Prime Minister, Mrs. Gandhi, had been relaxed 
and friendly. She expected to win the forthcoming election and 
had emphasised her anxiety to obtain greater British investment in 

SECRET 
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India; indicating that she was willing to make the changes necessar; 
to attract possible investors. In Malaysia the welcome had been? 
warm; but there were indications that the political situation wa 
somewhat unstable. Discussions on the Five-Power defend 
arrangements had been going well; but relations between Malaysia 
and Singapore appeared to be deteriorating. 

In general the Prime Minister had been impressed by the warmth1 

of the bilateral relations between Britain and the four countries! 
which he had visited. In particular, Anglo-Indian relations appeared 
to have greatly improved. There had been little disposition tc 
discuss the South African problem or Commonwealth affair! 
generally; and he had gained the impression that relations with the 
countries concerned were likely to prove more fruitful if they were 
conducted on a bilateral basis rather than in a more generalised-
Commonwealth context. In all four countries, and also in Singapore; 
there was a desire, particularly among the Services, for closer linksi 
with Britain, together with a certain degree of disillusionment wittl 
the links which they had attempted to form with other countries iril 
an attempt to replace the British connection. For example, the! 
Singapore authorities were dissatisfied with their Israeli Service! 
advisers; they were reducing the strength of the Israeli Service! 
mission by two-thirds and hoped to replace them by British advisersf 

The Cabinet— 

1. Took note of the statement by the Prime Minister. 

Commonwealth The Prime Minister said that the atmosphere of the Meeting off 
H e a d s  o fc S n r e r S 8 1 6 1  8  Government at Singapore had been very different from! 
that of earlier meetings of the same kind. The increase in the number! 
of Commonwealth members and in the size of individual delegations! 
had necessitated the use of a very large hall, with microphones for! 
the speakers and all the other apparatus of a conventional! 
conference. This had reinforced the tendency towards set speeches! 
and formal procedures; and a number of other Heads off 
Government had shared his own view that the Commonwealth was! 
in danger of losing its unique character and becoming something! 
more like a miniature United Nations. It was only when the! 
discussions had moved into restricted session that they had regained! 
a measure of vitality and realism; and it had been significant that,I 
after agreement had been reached in restricted session on the issue] 
of the British supply of arms to South Africa, certain delegations! 
had still insisted on reverting to plenary session and making, for! 
the record, the bitter and provocative speeches which had been^ 
prepared before the restricted meeting and bore little relation to 
the comparatively constructive attitude which many of them had 



then adopted. There had been a widespread feeling that another 
Meeting conducted on these lines might irretrievably damage the 
concept of the Commonwealth; and the Secretary-General had been 
instructed to give further consideration to a simplification of the 
procedures before the next occasion. 

Predictably, the major part of the discussions had centred on 
the question of British arms supplies to South Africa and the related 
questions of the security of the Indian Ocean and the proposal, 
put forward by President Kaunda of Zambia, for a declaration of 
Commonwealth principles. The prolonged debate on these subjects 
had left little time for other matters of equal, if not greater, 
importance to the Commonwealth; and the discussions on world 
political and economic affairs, on the Commonwealth in the 1970s 
and on the British approach to the European Economic Community 
(EEC) had been disappointingly superficial. Similarly, there had 
been little opportunity for the bilateral exchanges which normally 
formed an important part of any Meeting of Commonwealth Heads 
of Government, although there had been useful discussions with the 
Ghanaian and Jamaican delegations on their financial and economic 
problems. 

The question of the British supply of arms to South Africa 
had from the outset become linked with consideration of President 
Kaunda's proposed declaration. On the basis of his draft President 
Kaunda, with the active support of the Presidents of Tanzania and 
Uganda, had sought to commit the member countries of the 
Commonwealth to use all their resources (including, by implication, 
force) against regimes practising racial discrimination and to refuse 
all assistance to them. This had obviously unacceptable implications 
for our policies towards Rhodesia as well as towards South Africa; 
and the declaration had represented a clear attempt by the East 
African Governments to restrict our freedom of action in southern 
Africa. In discussion in restricted session, however, the tone had 
been rather more restrained; and several countries of the New 
Commonwealth had made a genuine effort to be helpful. But it 
was evident that many delegations had failed to appreciate the 
clear distinction which we drew between the issues of defence 
policy which we regarded as justifying the supply of arms to South 
Africa under the Simonstown Agreement and the South African 
Governments policy of apartheid, which we condemned no less 
strongly than other Commonwealth Governments. They were 
equally ill-informed about the real scope and nature of the new 
and insidious Soviet threat to the security of the vital sea routes 
round southern Africa which we believed was developing in the 
Indian Ocean. After prolonged discussion agreement had been 
reached on a wording for the proposed Commonwealth declaration 



which we could accept, since it committed each country to no more 
than a resolve to combat racialism within its own territorities and 
left it free to decide, in its own judgment, how far it could deny 
assistance to other countries which adopted racialist policies. In 
addition, the Nigerian representative had proposed the establishment 
of a Commonwealth study group to consider the factors affecting 
the security of maritime trade routes in the South Atlantic and Indian 
Oceans; and this proposal also we had been able to accept, subject 
to the provisos that we retained our right to take such action as we 
considered necessary to give effect to our global defence policy, 
that we were bound, if so requested, to carry out our obligations 
to the South African Government under the Simonstown 
Agreements, the nature and extent of which had been explained 
to the Meeting, and that, having received from the South African 
Government an assurance that they had no aggressive intentions 
and would not use items of maritime equipment which we supplied 
for purposes other than those for which they had been supplied, 
we would refuse further supplies if this assurance were breached. 
These three points had been firmly placed on record: and we had 
resisted any attempt to bind us to defer any action in regard to the 
supply of arms to South Africa until after the proposed study group 
had reported. 

In all, the Meeting had been a trying and, at times, an unpleasant 
experience. But we had made some progress towards the objective 
of establishing Commonwealth relations on a more mature and less 
irresponsible basis; and we had retained our freedom of action in 
regard to South Africa, the security of the Indian Ocean and, by 
implication, Rhodesia. Moreover, we had gained valuable time in 
which we could work out our policies as regards these important 
areas at greater leisure. 

All these considerations would be reflected in the statement 
which he proposed to make in the House of Commons that 
afternoon. 

The Foreign and Commonwealth Secretary said that the 
determined and concerted effort by the East African Governments 
to limit our freedom of action had resulted in a difficult and 
disagreeable Meeting. But the attempt had failed; and in the longer 
term the results might be salutary. There was a growing realisation 
that Commonwealth Meetings could not continue to be conducted 
on the basis adopted at Singapore if the Commonwealth was not 
to go the way of the United Nations. Moreover, some Governments 
had begun to understand that we were confronted with a genuine 
problem of security in the Indian Ocean and that our legal' and 
moral obligations to the South African Government were a very 
relevant factor, which we had to take into consideration. It was 



significant that there had been no attempt to bring pressure to bear 
on us to abrogate the Simonstown Agreement or to abandon the 
Simonstown base; and, in so far as the criticism of our policies had 
purported to be based on moral grounds, the other members of 
the Commonwealth were beginning to realise that the kind of attack 
which they had directed against us might one day be turned againt 
themselves. 

In discussion, there was general support for the attitude which 
the Prime Minister proposed to adopt in his Parliamentary statement 
that afternoon on the outcome of the Singapore Meeting. The 
Opposition, who had committed themselves to a number of 
statements denying that we had any legal obligations under the 
Simonstown Agreement, would certainly seek to challenge the Prime 
Minister^ assertion that such obligations were inherent in the 
Agreement; and it would therefore be advisable to decide in advance 
the best way of rebutting the Opposition^ argument on this point. 

The Attorney General said that it could be inferred that the 
Opposition, when in office, had failed to establish the full extent of 
their legal liability. Not only was there no indication that their 
Law Officers had even submitted formal advice on this issue; but 
an opinion expressed by the Foreign and Commonwealth Office 
Legal Advisers to the effect that there was no obligation on us to 
supply further Wasp helicopters had been based on incomplete 
information. His own advice, based on an exhaustive study of all 
the relevant documents (including some which might not have come 
to the notice of the previous Administration), was that such an 
obligation clearly existed.. It was his duty to advise the House of 
Commons on points of law; and he was ready to do so. But, in 
view of the- length arid complexity of the argument involved, it 
would be preferable to deploy it in a White Paper, which could 
also reproduce the supporting documents on which his advice was 
based. 

In further discussion, the following points were made— 

(a) The South African Government had agreed, for their part, 
to the publication of those documents which concerned them. 

(b) A convincing exposition of our legal obligations might 
well affect the attitude of some Commonwealth countries, e.g, 
Nigeria, to the issue of the supply of arms to South Africa. 

(c) Two main questions of timing remained. The first 
concerned the equipment which we were legally obliged to supply. 
There might be some advantage in seeking to persuade the South 
African Government to defer for a short time a formal request for 
such equipment. As for equipment which we might think it right 



to supply not on legal grounds but in conformity with the general 
spirit and purpose of the Simonstown Agreement, the considerations 
were conflicting. On the one hand, early action might be desirable 
in order to consolidate the favourable tactical position which we 
had achieved as a result of the Singapore Meeting. On the other 
hand there might be advantages in allowing time for the legal 
considerations and the realities of the defence situation to become 
more widely recognised before moving to this further stage. 
Moreover, the timing of any action in this respect would need to 
be considered in relation to the pending decisions on other matters 
which would affect Commonwealth countries, including the problem 
of Rhodesia, our approach to the EEC and the renegotiation of the 
Basle agreements on sterling balances. 

The Prime Minister, summing up the discussion, said that the 
Cabinet, in approving the general lines of his proposed Parliamentary 
statement, agreed that our legal obligation under the Simonstown 
Agreement could best be explained to Parliament in a White Paper 
by the Attorney General; and arrangements should be put in hand 
accordingly. The timing of our subsequent action required, as the 
discussion had shown, very careful consideration; and it would 
be appropriate for the issues involved to be examined initially by 
the Defence and Oversea Policy Committee, on the basis of a 
memorandum by the Foreign and Commonwealth Secretary. 

The C a b i n e t 

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

(3)	 Invited the Attorney General, in consultation with the 
Foreign and Commonwealth Secretary and the Lord 
President of the Council, to arrange for the publication, 
as rapidly as possible, of a White Paper defining the 
Governments legal obligations under the Simonstown 
Agreement. 

(4)	 Invited the Foreign and Commonwealth Secretary, 
in the light of the points made in their discussion, to 
circulate to the Defence and Oversea Policy Committee 
a memorandum on the timing of our subsequent action 
as regards the supply of arms to South Africa. 



p 

T H I S D O C U M E N T I S T H E P R O P E R T Y OF 
H E R B R I T A N N I C M A J E S T V S G O V E R N M E N T 

Printed for the Cabinet. January 1971 

CM (71) Copy No. 
5th Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 

10 Downing Street, S.W.1, on Thursday, 28 January, 1971 


at 10.30 am. 


Present: 

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

The Right Hon. REGINALD MAUDLING, 
M P , Secretary of State for the Home 
Department 

The Right Hon. LORD HAILSHAM OF 
ST. MARYLEBONE, Lord Chancellor 

The Right Hon. WILLIAM WHITELAW, 

M P , Lord President of the Council 

The Right Hon. SIR KEITH JOSEPH, 

M P , Secretary of State for Social 
Services 

The Right Hon. ROBERT CARR, M P  , 

Secretary of State for Employment 

The Right Hon. GORDON CAMPBELL, 
M P , Secretary of State for Scotland 

The Right Hon. PETER WALKER, M P  , 
Secretary of State for the Environ
ment 

The Right Hon. JAMES PRIOR, M P , 
Minister of Agriculture, Fisheries 
and Food 

The Right Hon. SIR ALEC DOUGLAS-

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

The Right Hon. ANTHONY BARBER, 

M P  , Chancellor of the Exchequer 

The Right Hon. LORD CARRINGTON, 

Secretary of State for Defence 

The Right Hon. GEOFFREY RIPPON, 

Q C , M P  , Chancellor of the Duchy of 
Lancaster 

The Right Hon. MARGARET THATCHER, 

M P  , Secretary of State for Education 
and Science 

The Right Hon. THE EARL JELLICOE, 
Lord Privy Seal 

The Right Hon. PETER THOMAS, Q C , 

M P  , Secretary of State for Wales 

The Right Hon. JOHN DAVIES, M P , 

Secretary of State for Trade and 
Industry and President of the 
Board of Trade 

The following were also present: 

The Right Hon. CHRISTOPHER The Right Hon. FRANCIS PYM, M P , 
CHATAWAY, M P  , Minister of Posts Parliamentary Secretary, Treasury 
and Telecommunications (Item 3) 



Secretariat : 

SIR BURKE TREND 

SIR ROBIN HOOPER 

Mr. P. E . THORNTON 

Mr. N. F . CAIRNCROSS 

Mr. J. CROCKER 

Mr. P. J. H U D S O N 

Mr. B . G. TUCKER 

Mr. G . F . KEAR 

CONTENTS 

Subject 

PARLIAMENTARY AFFAIRS 

OVERSEA AFFAIRS 

Uganda 

Cambodia 

Her Majesty's Ambassador, Montevideo 

Rhodesia 

South Africa: Arrest of the Dean of Johannesburg 

Oil Supplies 

INDUSTRIAL AFFAIRS 

Postal Service 


Non-Industrial Civil Service Pay 


Air Transport Workers' Pay Disputes 


STATEMENT ON THE DEFENCE ESTIMATES 1 9 7 1 

QUESTION TIME 



C O N F I D E N T I A L 

larliamentary 1. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. 

The Lord President said that the Legislation Committee had 
recently considered the Social Security Bill, which restricted the 
payment of supplementary benefit to strikers. It seemed clear that 
it might be inopportune to introduce the Bill immediately; and he 
intended to bring before Cabinet in the following week the question 
when it would be right to present it. Meanwhile the Press had 
unfortunately become aware that the Government intended to 
promote legislation about benefit for strikers; and it would therefore 
be advisable to admit that this was so. 

The C a b i n e t -
Took note, with approval, of the Lord Presidents 
statement. 

SECRET 

Oversea 2. The Foreign and Commonwealth Secretary said that the 
military coup in Uganda, in which President Obote had been ousted 

llanda by the Army Commander, Major-General Idi Amin, had been a 
violent one. The President had taken refuge in Tanzania; but, 
despite rumours of Tanzanian mobilisation, it seemed unlikely that 
the Government of Tanzania would take any active military 
measures against Uganda. The new regime appeared to enjoy a 
considerable measure of popular support; and we should shortly 
have to decide whether to recognise it. The Government of Kenya 
had asked us to keep in close touch with them on this question, and 
we were doing so. General Amin had at one time been thought to 
be unfriendly towards Britain. But this seemed no longer to be the 
case; and his administration might prove to be favourably disposed 
towards the West. 

The Foreign and Commonwealth Secretary said that, as the 
result of a recent offensive by the North Vietnamese almost the 
entire Cambodian air force had been destroyed on the ground. The 
United States would now have to increase the scale of the air cover 
which they were providing in Cambodia. Operations conducted by 
the Cambodian Army had been more successful; and they had 
succeeded in reopening the important supply route from the capital, 
Phnom Penh, and the seaport of Kampong Som, which had been 
closed for two months. 

128864-2 A 2 



Her Majesty's 
Ambassador, 
Montevideo 
Previous 
Reference: 
CM (71) 2nd 
Conclusions, 
Minute 6 

Rhodesia 
Previous 
Reference: 
CM (70) 39th 
Conclusions, 
Minute 2 

South Africa: 
Arrest of the 
Dean of 
Johannesburg 

The Foreign and Commonwealth Secretary said that a 
communique, believed to emanate from Mr. Jackson's kidnappers, 
had been received by the Uruguayan authorities, indicating that 
Mr. Jackson and the other hostages were safe and well and would 
be in	 no danger unless the efforts of the security forces to rescue 
them seemed likely to succeed. The Uruguayan Government, with 
our encouragement, had continued their attempts to establish contact 
with	 the kidnappers. The Chief Clerk of the Foreign and 
Commonwealth Office, Mr. Oliver Wright, had concluded his visit 
to Montevideo and certain other Latin American posts and would 
be returning to London to report later that week. 

The Foreign and Commonwealth Secretary said that a reply 
had now been received by Her Majesty's Ambassador in South 
Africa from the representative in Pretoria of the illegal regime in 
Rhodesia, Air Vice-Marshal Hawkins, to the communication which 
had been addressed to the latter on 11 January. The regime, while 
maintaining that they saw no advantage in modifying the principle 
of parity between Europeans and Africans which had been 
embodied in the illegal 1969 Constitution, had asked to be informed 
of the changes in that Constitution which the British Government 
intended to seek. We must now consider whether we should 
continue written exchanges with the regime or whether the time had 
come for a meeting to establish whether there was sufficient common 
ground to warrant the opening of discussions on questions of 
substance. We were under some pressure of time, since it would be 
necessary to take a fairly early decision on the Governments attitude 
when the Parliamentary Orders validating the continuance of 
economic sanctions against Rhodesia became due for renewal in 
November. He proposed to discuss the matter at an early date in 
the Ministerial Group on Rhodesia and thereafter to report to 
Cabinet. 

The Foreign and Commonwealth Secretary said that the Dean 
of Johannesburg had recently been arrested by the South African 
authorities. It was not yet known what charges would be brought 
against h im; but it was likely that they would relate to allegations 
that he had distributed money for subversive purposes and had 
disseminated subversive literature. The Dean had been seen by the 
British Consul and appeared to be being treated reasonably well. 
Whatever the merits of the case, however, the timing of the South 
African action had been unfortunate; and we had intimated as much 
to the South African Foreign Minister, Dr. Muller. 

The C a b i n e t 

(1) Took	 note of the statements by the Foreign and 
Commonwealth Secretary. 
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The Secretary of State for Trade and Industry said that the oil 
companies had now agreed proposals to be put to the oil producing 
countries on 29 January as a basis for negotiation. These proposals 
would cover a 5-year agreement and would involve an increase in 
the current foreign exchange costs of United Kingdom oil imports 
of about 8s. a ton, or £40 million a year. This, however, was less 
than half the additional cost which would result from acceptance in 
full of the demands of the oil producing countries. The oil 
companies' negotiating team had been divided in order to enable 
separate but simultaneous negotiations to be undertaken in Tehran 
and Tripoli. There was a reasonable prospect that the Gulf States 
would accept the proposals as a basis for negotiation. But the 
Libyan attitude was more problematical; and it was unfortunate that 
shortage of tanker tonnage made us unable to dispense with short 
haul supplies from Libya. 

The C a b i n e t 

(2) Took	 note of the statement by the Secretary of State for 
Trade and Industry. 

C O N F I D E N T I A L 

3. The Minister of Posts and Telecommunications said that in 
general the situation over the strike by Post Office workers was 
reasonably satisfactory. About half the Post Office telephonists 
continued to attend for work and even among postal workers there 
was a return to work by a small but increasing number; 200 out of 
about 1,800 main Post Offices were manned with counter clerks. 
There had been no appreciable pressure from industry and 
commerce in favour of further concessions to the Union of Post 
Office Workers (UPW) in order to end the strike, although a 
relatively few businesses were being seriously affected. There was 
no case at present for any initiative from the Government or the 
Post Office to end the pay dispute. 

The Lord Privy Seal said that the Ministerial Steering 
Committee on Pay Negotiations had decided that, in the current 
negotiations on a central pay increase for a number of non-industrial 
Civil Service grades, no advance should be made on the 
Governments last " without prejudice " pay offer because to do so 
might undermine the Post Office's case on the UPW pay claim. The 
National Staff Side of the Civil Service Whitley Council had been 
persuaded that week to defer a decision on whether to seek 
arbitration, the outcome of which might well be less favourable to 



Air Transport 
Workers' Pay 
Disputes 

the Government than an immediate negotiated settlement. However, 
if the Civil Service staff associations received no further pay offer, 
they would almost certainly decide on 2 February to insist on 
a reference to arbitration. The Governmenfs dilemma was a choice 
between the risk of arbitration or the risk of unfortunate 
consequences in the Post Office pay dispute resulting from a higher 
offer now to the civil servants. 

The Secretary of State for Employment said that the inter
relationship between the Post Office workers' pay negotiations and 
those on the non-industrial Civil Service had been considered by 
the Ministerial Steering Committee on Pay Negotiations. Their 
decision to withhold any advance in the pay offer to civil servants 
even at the risk of a reference to arbitration which might lead 
eventually to a higher pay award was motivated principally by the 
consideration that it would otherwise be impossible to ensure a firm 
stand by the Post Office at the present important juncture when the 
Wilberforce Inquiry was taking place. 

The Secretary of State for Trade and Industry said that British 
European Airways (BEA) had dismissed a small number of 
maintenance workers who refused management instructions during 
a work-to-rule and as a result the airline's engineering maintenance 
workers had gone on strike and brought BEA operations to a halt. 
The corresponding employees of British Overseas Airways Corpora
tion had on the previous day decided not to resort to strike action 
in parallel. There was, however, a risk of industrial action against 
the British Airports Authority (BAA) who had been persuaded by 
his Department to cancel a meeting with the trade unions that day 
at which BAA had envisaged reaching a settlement with their own 
industrial staff. The BAA negotiations would have had a significant, 
influence upon the nationalised airlines' pay dispute because of the 
close links between these negotiations. 

In discussion it was suggested that, although public opinion 
appeared undisturbed about the Post Office strike, there was a risk 
of a sudden hardening of opinion as its effects became more severe, 
with some pressure for Government action to achieve a settlement. 
However, Press opinion, even when arguing in favour of an early 
settlement, appeared to be urging on the unions acceptance of 
arbitration. It was not clear whether the frequent appearances on 
television of the U P W General Secretary were fully in accord with 
the rules on this subject relating to members of the Board of 
Governors of the British Broadcasting Corporation (BBC). 

The Prime Minister, summing up the discussion, said that no 3 
change was required in the line taken by the Government on the 



Post Office workers' dispute or in the pay negotiations for 
non-industrial civil servants. The question of rules about appearances 
on television by BBC Governors should be explored in relation to 
the U P W s General Secretary. The Secretary of State for Employ
ment should provide his colleagues with a commentary on the report 
in The Times newspaper of 27 January that excessively high pay 
increases had been given during the last four months to over 
1 million workers in the private sector. The Cabinet noted the 
prospect of industrial action affecting the BAA. 

The C a b i n e t 

(1) Invited the	 Lord President of the Council, in consultation 
with the Minister of Posts and Telecommunications, to 
consider the position on television appearances by the 
General Secretary of the Union of Post Office Workers 
while a Governor of the British Broadcasting Corpora
tion. 

(2) Invited the Secretary	 of State for Employment to circulate 
a commentary on the newspaper report mentioned in the 
Prime Ministers summing up of their discussion. 

CONFIDENTIAL 

*
tatement 4. The Cabinet considered a Note by the Secretary of State 

h  e for Defence (CP (71) 8) to which was appended the text of the 
P o s estimates 1971  P r o  d Statement on the Defence Estimates 1971, together with a 

further Note by the Secretary of State (CP (71) 9) listing the 
amendments to the text which were proposed as a result of its 
discussion by the Defence and Oversea Policy Committee on 
26 January. 

The Defence Secretary said that the draft White Paper, although 
no less informative than the corresponding documents of recent 
years, was considerably more concise and had been so drafted as to 
emphasise that, after the many changes in policy to which the 
Services had been subjected in recent years, they could now hope 
for a period of consolidation and stability. 

In discussion there was general agreement with the text of the 
White Paper. It was recognised, however, that the passage dealing 
with the Governments policy in the Gulf presented certain 
difficulties both of substance and timing. Any form of words from 
which it might be inferred that we intended that our Forces would 
remain in the Gulf for a prolonged period might well encourage 



some of the Gulf Rulers to disregard the efforts which we were 
making to persuade them to take positive steps towards achieving 
a viable Federation of Arab Emirates. As regards timing there 
was a danger that the basis on which Sir William Luce had been 
authorised to conduct his present discussions with the Rulers would 
become public knowledge before the White Paper was published. 
It was possible, therefore, that the resultant speculation might make 
it desirable for some form of holding statement on our policy in the 
Gulf to be made in advance of the publication of the White Paper. 
As between the alternative versions of the relevant passage in the 
text there were considerable political objections to the longer version 
in that it outlined our plans for terminating our defence commit
ments without indicating the positive steps which we proposed to 
take in order to help to maintain stability in the area. The best i 
course, on balance, would be to adopt the shorter version, with a ;i 
slight modification designed to make it clear that discussions with j 
the Gulf Rulers had recently taken place, that a report from 
Sir William Luce was being considered and that an announcement 
would be made shortly. i 

The Prime Minister, summing up the discussion, said that the j 

Cabinet approved the text of the White Paper, subject to the J 

proposed modification of the shorter version of the passage on 1 


ments to the remainder of the text. 

policy in the Gulf and to the incorporation of consequential amend 1 


The C a b i n e t 

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

up of their discussion. 


I 

(2) Invited the Defence	 Secretary to arrange for the Statement 1 


on the Defence Estimates 1971 to be published j 

accordingly. 


CONFIDENTIAL j 

5. The Cabinet considered a memorandum by the Lord 1 

President of the Council (CP (71) 3) about the report of the Select 1 

Committee on Procedure on Question Time. 


The Lord President said that the Select Committee, which 1 

reported in March 1970, had recommended changes in the 1 

procedures for tabling and handling Questions and in the duration 1 

of Question Time. He was now being pressed to state the Govern-1 

menfs attitude to these recommendations. The most significant of I 

them was that the rule introduced in 1965 under which 1 

oral Questions might not be put down more than 21 days before due I 




for answer should be amended to reduce the maximum period of 
notice to 10 sitting days. The change would place an added burden 
on Ministers and their Departments; but it would be difficult to 
justify its rejection to the House of Commons, and the Cabinet might 
agree with the Ministerial Committee on Parliamentary Procedure 
that it must reluctantly be accepted. If so, he would commend the 
proposal to the House and leave it to a free vote. The Select 
Committee had also made some minor recommendations about the 
handling of Questions, the most important of which was that, where 
a Member had put down two Questions to the Minister at the head 
of the list, his second Question should appear on the Order Paper 
below all first or single Questions to that Minister by other Members. 
These might be accepted. The Select Committee's second main 
recommendation was that the House should meet at 2.20 p.m. 
instead of 2.30 p.m. on Mondays to Thursdays so as to allow more 
time for Questions. The Ministerial Committee had been 
unanimous in disliking this proposal and had thought that it would 
not commend itself to most Members. But in the present state of 
feeling in the House there was a risk that, if Motions to implement 
the recommendation were tabled, they would be carried. If the 
recommendation that the period of notice be reduced were 
conceded, the better course might be to give the House 
no opportunity to vote on the duration of Question Time. 

In discussion there was general agreement that the hour at 
which the House met should not be advanced. As regards the period 
of notice for Questions, however, it would be difficult to reject the 
recommendation that the maximum period should be reduced. But 
the effect of implementing in addition the recommendation that all 
first Questions should be given priority in the Order Paper over all 
second Questions would seem to be that Departments would not 
know until the day of answer which Questions were likely to call 
for an oral Answer. One way of resolving this difficulty would be 
to reject the recommendation about priority for first Questions; it 
was reduction in the period of notice for which there seemed to be 
most demand. Alternatively it might be possible to arrange that the 
priority should be established at an earlier stage, perhaps when the 
Questions were first tabled. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the recommendation for advancing the time of 
Prayers should not be put to the House but that the maximum period 
of notice for Questions should be effectively reduced from 3 weeks 
to 2 weeks. The Lord President should, however, consider whether 
this might not better be expressed as 14 calendar days rather than 
as 10 sitting days. 



The C a b i n e t -

Took note, with approval, of the Prime Ministers summing! 
up of their discussion and invited the Lord President to; 
proceed accordingly. j 



T H I S D O C U M E N T I S T H E P R O P E R T Y O F 


H E R B R I T A N N I C M A J E S T V S G O V E R N M E N T 


Printed for the Cabinet. September 1972 

CM (71) Copy No. 13 

6th Conclusions 


CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 

10 Downing Street, S.W.1, on Tuesday, 2 February, 1971, 


at 10 am. 


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 ST. The Right Hon. ANTHONY BARBER, M P, 
MARYLEBONE, Lord Chancellor Chancellor of the Exchequer 

The Right Hon. WILLIAM WHITELAW, The Right Hon. LORD CARRINGTON, 

M p, Lord President of the Council Secretary of State for Defence 

The Right Hon. Sir KEITH JOSEPH, M P, The Right Hon. ROBERT CARR, M P , 

Secretary of State for Social Services Secretary of State for Employment 

The Right Hon. MARGARET THATCHER, The Right Hon. GORDON CAMPBELL, M P, 
M P , Secretary of State for Education Secretary of State for Scotland 
and Science 

The Right Hon. PETER WALKER, M P  , 

The Right Hon. THE EARL JELLICOE, Secretary of State for the Environment 
Lord Privy Seal 

The Right Hon. JAMES PRIOR, M P  , 

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

The Right Hon. JOHN DAVIES, M P , 
Secretary of State for Trade and 
Industry and President of the Board 
of Trade 

The following were also present: 

The Right Hon. FREDERICK CORFIELD, Mr. MAURICE MACMILLAN, M P , Chief 

MP, Minister of Aviation Supply Secretary, Treasury 
(Item 1) 

The Right Hon. SIR PETER RAWLINSON, 

The Right Hon. FRANCIS PYM, M P , Q C , M P , Attorney-General 
Parliamentary Secretary, Treasury 



Secretariat : 

SIR BURKE TREND 

Mr. P . E. THORNTON 

Mr. N  . F  . CAIRNCROSS 

Mr. J. CROCKER 

Mr. B  . G. TUCKER 

Miss S. W  . FOGARTY 

CONTENTS 

Item Subject Page 

1 ECONOMIC AFFAIRS 3 
Rolls-Royce 

2 UPPER CLYDE SHIPBUILDERS 10 



nomic 
TS 

Ifiih 1 olls-Royce 
vious 
T,ence: 
(70) 45th 

inclusions, 
Mute 5 

1 3 2 9 5 0 - 1

C M 6 (71) 

SECRET 
* 1 . The Prime Minister said that there had been extremely 

serious developments affecting the future of Rolls-Royce which had 
been considered at a number of meetings since the previous Thursday 
by a small group of Ministers under his chairmanship (GEN 16). 

The Cabinet would recall that in the previous autumn Rolls-
Royce had informed the Government that they required an additional 
£60 million to complete development of the RB 211-22 engine for the 
Lockheed trijet-aircraft which was due to enter service in November 
1971. In November 1970 the Government had agreed to provide an 
additional £42 million by way of launching aid; and the banks had 
agreed to increase the company's overdraft facilities by £18 million. 
This additional provision was subject to verification of the need for it 
by an independent accountant appointed by the Government, 
Sir Henry Benson of Cooper Brothers. None of this money had in 
fact been paid over to Rolls-Royce. The Board of Rolls-Royce had 
met on the previous Wednesday and had decided that the RB211 
engine could not be produced within the time and price specified 
in the contract; that the cost of developing the engine would be far 
in excess of the £60 million requested last autumn and that they would 
be liable to a very heavy indemnity to Lockheeds for failure to produce 
on time. The Board had accordingly decided to abandon develop
ment of the RB211 and had decided that the company was in 
consequence no longer solvent and that a Receiver and Manager 
should be appointed by the Trustees to the Debenture Holders during 
the course of the present week (almost certainly on Wednesday, 
3 February). When this decision of the Board became known to the 
Government, the small group of Ministers under his chairmanship 
had considered the following alternative courses of action: 

(i) To accept cancellation of the RB 211 but to take over the 
company, accepting all its debts and obligations. The total estimated 
liabilities of the company consisted of £55 million to the Debenture 
Holders and secured creditors; £60 million to the clearing and 
merchant banks; £10 million to the Industrial Reorganisation 
Corporation; and about £70 million to trade creditors, making a total 
of some £195 million. In addition there would be a liability of 
somewhere between £40 million and perhaps £300 million to 
Lockheeds for breach of contract. This course would involve the 
Government in an open-ended commitment to meet the company's 
obligations, which could total as much as £500 million. 

* Previously recorded in a Confidential Annex. 

SECRET 
* B 



(ii) To allow the appointment of a Receiver and Manager by the 
Trustees to the Debenture Holders and to take no action. They had 
been advised that no British company would be prepared to buy 
Rolls-Royce; and even if, as seemed unlikely, a United States 
company were found ready to take it over, the consequential 
dependence of United Kingdom air defence on a foreign interest 
would be unacceptable. Failure on the part of the Government 
to take any action would probably result in disintegration of Rolls-
Royce^ present activities and assets. Apart from the Royal Air 
Force and the Royal Navy, 81 foreign air forces and 200 airlines 
were dependent on continuing supplies and servicing of Rolls-Royce 
engines and would be in the gravest difficulties if the company 
disintegrated. 

(iii) To allow Rolls-Royce to be forced into a receivership and 
then immediately to negotiate with the Receiver for purchase by the 
Government of the necessary fixed and floating assets of the company 
required to protect defence and civil airline interests, i.e. to take 
over the assets of the aero engine and marine engine parts of the 
company, leaving the motor car, oil engine and computer parts to 
be disposed of by the Receiver or liquidator. A takeover of part 
of the assets in this way from the Receiver would avoid the 
assumption by the Government of any obligation for the existing 
debts of Rolls-Royce or for the RB 211 contract with Lockheed. The 
necessary assets would be taken over at a valuation and placed in a 
new company which would carry on the necessary supply and 
servicing of engines. Sir Henry Benson had advised that such a 
company should be able to operate profitably; and, if this proved to 
be the case, the company could in due course be handed back by the 
Government to private interests or merged with European companies. 
The cost to the Government of purchasing the assets and providing 
the necessary working capital might be about £200 million. 

The Ministerial Group had decided that there was no practical 
alternative but to adopt the last course; and the Minister of Aviation 
Supply was now arranging for the drafting of the Bill which would 
be required to empower the Government to acquire these assets. 

The consequences of these developments would be very serious 
both at home and in the United States. The failure to complete the 
RB 211 engine could well entail the termination of the Lockheed 
trijet project; and this in turn might render the Lockheed Corporation 
itself insolvent, with severe consequences not only for the United 
States economy but for the United States Governments defence 
procurement. H e had accordingly warned President Nixon in strict 
confidence of the problems which would now face the two Govern
ments as well as the two companies. The industrial implications of 



C M 6 (7.1) 

the cessation of work on the RB 211 were also very serious in this 
country. It was expected that some 18,000 of the 21,000 employed 
on the project by Rolls-Royce would become redundant within a few 
weeks. There would be a heavy impact on employment in Glasgow, 
where the male unemployment rate was already approaching 10 per 
cent and the difficulties of Upper Clyde Shipbuilders Limited (UCS) 
and Yarrow Shipbuilders Limited (YSL) had still to be resolved. If 
UCS and YSL also went into liquidation at the same time as work on 
the RB 211 engine was brought to an end, the combined effect would 
be to raise the male unemployment rate in Glasgow to about 15 per 
cent. Moreover, it was estimated that at least 20,000 further 
redundancies would occur amongst companies supplying material 
for the RB 211 programme. 

Unfortunately, Rolls-Royce had given no prior warning to 
Lockheeds of these developments; and the Chairman of the latter 
company was arriving that day for a meeting with the Board of Rolls-
Royce with no prior knowledge of the situation. In the circumstances 
it seemed likely that Lockheeds might ask for some time in which 
to consider the position; but in the end they could only save the 
position of Rolls-Royce by agreeing both to- defer the delivery and to 
increase the price of the RB 211 engines. It seemed certain that, even 
if they were ultimately able to devise some solution on these lines, 
they would not be able to provide the immediate assurances which 
were required if the Board of Rolls-Royce were not to incur the legal 
risk of continuing to trade when they knew that they were insolvent. 
Similarly, if the Government provided any temporary financial 
assistance, they would become liable for the total debts of the 
company. Sir Henry Benson had been attending all the Board 
meetings of the company and keeping in close touch with the Minister 
of Aviation Supply. When the company was put in the hands of 
a Receiver, which would probably be on 3 February, they would 
issue a statement, the contents of which were the subject of discussion 
between the Board and the Minister of Aviation Supply. The latter 
would make a statement to the House of Commons, on present plans, 
on 3 February, explaining the Governments intention to carry out the 
course which he had described. The Minister had also requested 
a statement from Rolls-Royce of the action, if any, which the company 
wished the Government to take on their behalf in present circum
stances. They had not so far made any request for Government 
assistance; and it was very important that their position in this 
respect should be absolutely clear. Finally, the Chairman of Rolls-
Royce had agreed to call an Extraordinary General Meeting of the 
company in order to pass a special resolution requesting the Secretary 
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of State for Trade and Industry to appoint an inspector to conduct 
an inquiry into the company's affairs under Section 165 of the 
Companies Act, 1948. 

The Minister of Aviation Supply said that he agreed that there 
was no practical alternative to the conclusions reached by the 
Ministerial Group. He was nevertheless concerned about the lack 
of advance notice to Lockheeds of the developments and about the 
fact that they would be given no time before the appointment of a 
Receiver on the following day to consider possible solutions to their 
problem. On the other hand Rolls-Royce clearly could not continue 
trading if they were insolvent, as they must be presumed to be in the 
absence of some completely unexpected offer from Lockheeds in the 
course of that day, involving not only major revision of the original 
contract for the RB 211 but also provision of their immediate cash 
needs. But, if a Receiver were appointed on the following day, it 
would still be possible for Lockheeds to negotiate with him suitable 
arrangements to continue development and production of the RB 211 
if this was their wish and they could offer him acceptable terms. The 
Cabinet should be aware that, in addition to redundancies created in 
companies supplying Rolls-Royce, very serious financial problems 
would be created for some of Rolls-Royce's trade creditors. Lucas 
Limited, for example, were not merely owed some £4 million foi 
supplies but had made an investment of £16 million especially for 
production of parts for the R B 2 1 1 . A number of other suppliers, 
including Short Bros, in Northern Ireland and Scottish Aviation, 
would be very seriously affected financially and might no longer be 
considered credit-worthy by their bankers. 

For these companies the fact that the existing credit ceiling would 
not prevent bank loans to companies satisfying the normal banking 
criteria of credit-worthiness would be no comfort. As for the failure 
of Rolls-Royce to produce the RB 211 on time, there was a consensus 
of view among technical experts that the development of this new 
engine by Rolls-Royce had run into no exceptional difficulties. The 
root of the matter lay in the fact that Rolls-Royce had signed an 
agreement with Lockheeds which did not allow adequate margins of 
time and costs to solve the problems which were inevitable in any 
new technological development on this scale. Rolls-Royce believed 
now that, given additional finance, they might be able to complete 
development of the RB 211 engine in a further six months. But other 
experts thought that it might take a year : and in fact no one could 
guarantee precisely how long it would take. A year's delay would be 
extremely damaging for Lockheeds, who were already finding it 
difficult to compete successfully for orders with the D C 10 and who, 



if the R B 2 1 1 engine was not available, would face the problem of 
substituting American engines in their trijet, a process which would 
involve a complete redesign of the tail section of the aircraft. 

The Rolls-Royce Board had made it clear to him that they had 
not asked for any further Government financial assistance because 
they considered that it would not be sensible for them to do so. He 
had asked the Board to inform him accordingly in writing. 

In discussion, there was general recognition that, if the Board of 
Rolls-Royce considered the company insolvent, they were in duty 
bound to cease trading and to ask the Trustees to the Debenture 
Holders to appoint a Receiver and Manager. New proposals from 
Lockheed to renegotiate the RB 211 contract and to forgo any claim 
on Rolls-Royce for penalties for late delivery of the engine would 
justify the Board in continuing to trade only if they themselves were 
satisfied that, as a result, the company had a reasonable prospect 
of again becoming solvent and of meeting their liabilities to their 
creditors in full. Although section 332 of the Companies Act, 1948, 
did not bind the Crown, it had been the consistent advice of the Law 
Officers to successive Governments that the Crown should act as if 
it were so bound; and neither the Crown nor Lockheeds could afford 
to advance the moneys which, failing the appointment of a Receiver 
and Manager, Rolls-Royce needed in order to meet current expenses 
without incurring an unlimited liability for the company's present 
and future debts. In face of the conditional decisions already reached 
by the Board it would be improper for the Government to seek to 
persuade them to continue in business or to show any readiness to 
provide further funds in order to keep the RB 211 project alive. 

On the other hand the appointment of a Receiver and Manager 
would allow the company's incoming cash to be used to meet current 
expenses and would place a moratorium on further outgoings to its 
creditors. Provided that no creditor meanwhile forced the winding 
up of the company, the Receiver and Manager would be able to 
investigate further any proposal by Lockheeds to revise their contract 
in a manner which would make the RB 211 project viable and, if he 
thought fit, to conclude an agreement with Lockheeds to complete the 
engine. But the company's lack of immediate cash made it difficult 
to see how any such arrangement could be concluded without 
substantial additional launching aid from the Government. 

It was unsatisfactory that, despite Lockheed's major interest in 
the completion of the RB 211 and the potentially severe consequences 



to them of Rolls-Royce's failure, the latter had given them no prior 
intimation of the extent of their difficulties. It would be difficult for 
public opinion in this country and in the United States to understand 
why Lockheeds could be given no time now by the Board of Rolls-
Royce to consider their position and to make proposals. Formally, 
however, this was justified by the fact that Rolls-Royce could not 
continue to trade when they were insolvent. The appointment of a 
Receiver and Manager was the only possible course in the circum
stances; and the position of Rolls-Royce had already been reported 
to the Trustees to the Debenture Holders, who were deferring action 
only until the Board's discussion with Lockheed had taken place that 
day. In the light of that discussion, however, it might prove desirable 
in any subsequent Parliamentary statement by the Government to 
avoid giving the impression that the Board's decision to stop work on 
the RB 211 was irreversible. If there appeared to be any possibility 
that Lockheed would wish to try to secure continuance of work on 
the R B 2 1 1 , the statement by the Government might be revised to 
make it clear that, in declaring an intention to acquire the assets of 
the aero engine and marine turbine divisions, the Government did 
not preclude the Receiver and Manager from negotiating a solution 
which might enable the company to be kept intact or, at any rate, to 
allow the RB 211 to continue. At the same time it would be necessary 
to avoid alterations in the draft statement which would have the effect 
of impairing the confidence of foreign Governments and airlines in 
the Governments resolve to ensure the continuity of supplies and 
servicing of the Rolls-Royce engines on which their aircraft were 
dependent or in our ability to continue with the international 
collaborative projects on which Rolls-Royce were currently engaged. 

The Prime Minister, summing up the discussion, said that the 
Cabinet endorsed the conclusions reached by the Ministerial Group 
which had examined in detail the alternative courses now open to 
the Government. They agreed that the possibility of acquiring the 
whole of Rolls-Royce as a going concern must be dismissed. They 
also agreed that, when a Receiver and Manager was appointed, the 
Government could not simply stand back and leave it to chance 
whether some rescue operation could be arranged. Accordingly, the 
only tenable course, having regard to our defence and international 
interests, was for the Government, as soon as action to appoint a 
Receiver and Manager was taken, to state that they were ready to 
acquire the fixed and floating assets of the aero engine and marine 
turbine divisions of the company. Legislation to empower the 
Government to give effect to this intention, if necessary, was being 
prepared for urgent introduction. But the Cabinet would consider 
it a preferable outcome if it proved possible to reach an acceptable 



arrangement with Lockheeds which would permit the RB 211 engine 
to be completed as a viable project. It was possible that the 
discussions with Lockheeds would enable the Board of Rolls-Royce 
or its successor, or the Receiver and Manager, to contemplate this 
course. Against that contingency an alternative version of the 
proposed Government statement should be drafted, making it clear 
that the Receiver and Manager would be in a position to negotiate 
with Lockheeds about the terms on which the RB 211 (and possibly 
the activities of Rolls-Royce as a whole) might be continued; but that, 
failing a solution on these lines, the Government would propose to 
acquire those assets of the company which were needed to ensure the 
continuance of activities important to our national defence, to our 
collaborative programmes with other countries and to the many air 
forces and civil airlines all over the world which relied on Rolls-Royce 
engines. The Ministerial Group would keep in close touch with 
further developments; and the Cabinet would be summoned at short 
notice, if necessary. It would be important that the public announce
ment of Rolls-Royce's failure should be quickly followed by such 
action as it was possible for the Government to take to mitigate its 
adverse effects and to restore confidence. The Secretary of State for 
Employment would be taking steps to help to find alternative work 
for those becoming redundant; and the Chancellor of the Exchequer 
was in close touch with the Governor of the Bank of England about 
the effects on the Stock Exchange and the temporary assistance which 
might be provided by the banks for major creditors of the company 
who might need additional facilities. The secondary effects, for 
example upon Rolls-Royce's subcontractors and other suppliers, could 
not yet be assessed in detail but would need sympathetic consideration. 
A preliminary examination had already been made of the additional 
measures of regional assistance which it might be possible to 
announce, particularly in relation to Scotland. If the expected 
announcement of the appointment of a Receiver for Rolls-Royce were 
made on or before 3 February, the Secretary of State for Scotland 
could announce in the course of the debate on that day in the House 
of Commons on Scottish economic planning that the Government 
would designate West Central Scotland as a Special Development 
Area. 

The C a b i n e t 

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

(2) Invited the Minister of Aviation Supply, in consultation	 with 
the Chancellor of the Exchequer and the Secretary of State 
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for Defence, to prepare a possible revision of the draft 
Government statement on the lines indicated in the Prime 
Minister^ summing up. 

C O N F I D E N T I A L 
2. The Chancellor of the Exchequer said that the Cabinet had 

agreed in December that shipbuilding credit guarantees in respect of 
orders placed with Upper Clyde Shipbuilders Ltd. (UCS) should be 
resumed and the reconstruction of their public loans approved only 
if there was a realistic possibility of the injection of substantial funds 
in UCS from elsewhere, if arrangements were made for the early 
closure of the Clydebank Yard, and if Yarrow Shipbuilders Ltd. 
(YSL) were separated from UCS. The first two conditions had now 
been met in a way which the Ministerial Committee on Economic 
Policy (EPC) accepted as satisfactory. The third condition had, 
however, presented difficulties. The proposal had been that Yarrow 
and Co., who already owned a 49 per cent interest in YSL, would buy 
out the 51 per cent interest of UCS. It had now emerged that YSL 
expected to make a loss of iA\ million on six frigates (three for the 
Royal Navy and three for export). The preliminary investigation by 
Ministry of Defence accountants had shown that the firm would 
shortly run into a cash deficiency of the order at the maximum of 
£5 million and lasting at least to 1974. Unless YSL's difficulties were 
overcome the separation from UCS would be impossible; such a 
separation was a condition for agreement by shipowners to renegotiate 
upwards the prices of the ships being built for them by U C S ; failing 
such agreement, UCS itself would be unable to continue trading after 
Wednesday, 3 February. Thus although in other respects UCS had 
done what the Cabinet required of them, they now risked being 
brought down by the financial difficulties of YSL. The closure of 
UCS and YSL would lead to some 20,000 direct and indirect 
redundancies, sufficient to raise the male unemployment rate in 
Glasgow to well above 10 per cent. The additional cost of completing 
elsewhere the Royal Navy vessels in the yard was estimated at 
£31 million plus some extra running costs for old frigates which would 
have to be kept in service longer. The export contracts of YSL worth 
£40 million, including three frigates, would be similarly affected and 
might be lost to the United Kingdom. This might lead to a loss of 
confidence by foreign buyers in the ability of British warship builders 
to complete their contracts satisfactorily. While further investigation 
would be needed of the position, the preliminary assessment of the 
Ministry of Defence accountants was that to enable YSL to complete 



their current contracts and to continue trading legally some 
£4^ million was required of which only some £2 million could be 
repaid by June 1974. Whether the firm could be profitable thereafter 
would require further investigation, but any help should only be 
given on condition that the financial management was reorganised. 
EPC had agreed that YSL must be kept in business, while recognising 
that this could be an awkward precedent. It was not possible to 
reach a decision at this stage as to how assistance of £4-1 million 
could best be given, whether by loan, direct grant, renegotiation of 
the prices attached to the existing contracts, or a combination of these. 
This would have to be discussed urgently with the companies. 
However, it would be easier to present the decision publicly without 
embarrassment to the Governmenfs general industrial policy if the 
contracts were renegotiated. In any event, any assistance must be 
justified publicly on the grounds of cost to the Defence Vote of 
completing the frigates elsewhere. In negotiating with the companies 
the main object would be to ensure that Yarrow and Co. were 
prepared to take over UCS's 51 per cent share of YSL and so fulfil 
the remaining condition for saving UCS. He hoped the Cabinet 
would endorse the conclusions of EPC that YSL should be maintained 
in business, and would authorise the Secretary of State for Defence 
and the Secretary of State for Trade and Industry, in consultation 
with the Solicitor-General and the Chief Secretary, Treasury, to 
negotiate the best possible arrangements with Yarrow and Co. in 
the course of the day. 

The Secretary of State for Trade and Industry said that UCS 
had been able to meet those of the conditions set by the Government 
for the resumption of credit guarantees and the capital reconstruction 
which were within their control. They would, however, from the 
following day be unable to continue trading legally without 
assurances as to their future; moreover, they would have no cash to 
meet further wages. Yarrow and Co. Ltd. had contracted in July to 
buy UCS's 51 per cent share in YSL but had not ratified this 
agreement. The essential first step was to get them to agree to 
implement it. If that were done, it would be possible for UCS to 
carry on for a few days to enable negotiations to be concluded. 

In discussion the following points were made : 

(a) EPC had considered the possibility of a Government takeover 
of YSL, but had decided that it would be preferable to arrange for an 
additional sum of up to £4^ million to be made available. 
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(b) While it would be more consistent with the Governments 
general industrial policy to allow YSL to go into liquidation and for 
the Government then to acquire the assets or arrange with the 
liquidator for the vessels to be completed, this was not practicable in 
the present situation without also forcing UCS and Yarrow and 
Co. Ltd. into liquidation with the most serious consequences for 
employment in Glasgow. 

(c) It was argued that the renegotiation of existing orders might 
have repercussions on naval orders placed with other yards and that 
a loan might therefore be preferable. On the other hand, the 
renegotiation of the naval orders could be more clearly represented as 
a move by the Government to protect its own interests on the same 
basis as the commercial shipowners were doing in respect of their 
orders with UCS. 

(d) Provision of assistance to YSL in any form would make it 
more difficult for the Government to defend their refusal to provide 
bridging loans for the Mersey Docks and Harbour Board (MDHB) 
and for that Board to get its new Bill through Parliament. It would 
also increase the pressure on the Government to assist other harbour 
authorities, notably the Clyde, who were unable to raise money on 
the market following the default by the MDHB on their January 
bonds. 

(e) Further enquiries should be made to establish whether any 
other naval shipyards were likely to be in serious difficulty. The effect 
of the Governments various decisions on the ability of public bodies 
generally to raise money on the market might also be considered 
further. 

The Home Secretary, summing up the discussion, said that the 
Cabinet endorsed the conclusion of EPC that YSL should be kept in 
business. The Secretary of State for Defence and the Secretary of 
State for Trade and Industry, in consultation with the Solicitor-
General and the Chief Secretary, Treasury, should negotiate with 
Yarrow and Co. the best possible solution, including the transfer to 
the latter of the 51 per cent shareholding in YSL currently held by 
UCS, within a total cost of SA\ million provided to YSL in grant, \ 
loan or renegotiated prices (preferably the last). If it were not j 
practicable for them to consult the Cabinet further before final j 
decisions had to be taken to prevent the liquidation of the UCS, they 
were authorised to settle on the best basis obtainable. The Secretary I 
of State for Defence should give further consideration, in consultation I 
with the Chancellor of the Exchequer, to the possibility of containing j 
the additional expenditure required within the existing defence budget, j 
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The EPC might give further consideration to the points recorded at 
(e) above. 

The C a b i n e t 

(1) Took	 note with approval of the summing up of their 
discussion by the Home Secretary. 

(2) Invited the Secretary of State for	 Defence and the Secretary 
of State for Trade and Industry, in consultation with the 
Chief Secretary, Treasury, and the Solicitor-General to 
negotiate with Yarrow and Co. Ltd. on the basis indicated 
in the summing up of the discussion and to report the 
outcome to the Prime Minister. 

Cabinet Office, 


2 February, 1971. 
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SECRET 

*The Prime Minister recalled that the Cabinet had decided that 
the possibility of acquiring the whole of Rolls-Royce as a going 
concern must be dismissed and that the right course for the 
Government was to make it clear, as soon as Rolls-Royce 
announced their intention to apply for the appointment of a 
Receiver and Manager, that they were ready to acquire the assets 
of the company's aero engine and marine turbine divisions. The 
Cabinet had hoped, however, that it might be possible for Rolls-
Royce to reach an acceptable arrangement with Lockheeds which 
would permit the RB 211 engine to be completed as a viable project 
so avoiding a Receivership. Rolls-Royce had now had discussions 
with Lockheeds. The disclosure of their position had come as a 
great shock to the President of Lockheeds (Mr. Haughton) who had 
asked for further time in which to consider his own company's 
position. For the present, however, Mr. Haughton was quite unable 
to give the assurances which Rolls-Royce needed if they were to 
continue work on the RB 211 engine and to remain in business. 
Lockheeds had no resources from which to offer Rolls-Royce 
additional financial assistance; and their bankers would require at 
least 30 days to take stock of the new position, after which further 
discussions would be needed between Rolls-Royce, their bankers 
and the United Kingdom Government on the one hand and 
Lockheeds, their bankers and the United States Government on the 
other hand before any solution might be evolved. Mr. Haughton 
had said that the United States Administration were unlikely to put 
any pressure on the American banks to provide further financial 
support to Lockheeds and that, even if such pressure were applied, 
the banks would be likely to resist it. Nor could the United States 
Administration themselves help Lockheeds financially without an 
Act of Congress. Meanwhile, Lockheeds had wholly reserved their 
position as regards claims on Rolls-Royce for damages for non
fulfilment of the RB 211 contract; and even if they later agreed to 
abandon their own claims, the airlines involved would have 
separate claims for damages which they must be expected to press. 

At the conclusion of the discussions between the representatives 
of the two companies, an agreed statement (a copy of which was 
circulated to the Cabinet and is attached to these minutes as 
Annex 1) had been prepared, describing the situation as at 9.30 a.m. 
that day. This statement made it plain that a final decision that day 
by the Rolls-Royce Board to ask for the appointment of a Receiver 
was inevitable unless the British Government undertook to provide 

* Previously recorded in a Confidential Annex. 
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over £100 million for the company and Lockheeds were able to offer 
reasonable assurances that they would raise the purchase price of 
the engine, accept a delay in its delivery of up to 12 months and 
abandon all claims under the contract. 

He himself had subsequently received Mr. Haughton, who had 
re-emphasised the need for further time if he were to meet any of 
these requirements. He had also acceded to a request by two of 
the Rolls-Royce Directors, Lord Beeching and Sir Maurice Laing, 
that they might discuss the position with him. They, too, had been 
concerned to emphasise the world-wide consequences of cancelling 
the RB 211 and to add their own pleas for further time to be found 
before a final decision was taken. 

Following his conversation two days earlier with Dr. Kissinger, 
the Special Assistant to the President of the United States, the 
United States Deputy Secretary of Defense, Mr. Packard, had told 
our Acting Ambassador in Washington that, while there was little 
help which the United States Administration could provide 
immediately, they would welcome a few days grace in which to 
explore the possibilities and hoped that action could meanwhile be 
postponed. It had been made clear to Mr. Packard that it was 
doubtful whether postponement would be possible in view of the 
legal jeopardy to which the company would be exposed if they 
continued to trade knowing that they were insolvent. The President 
himself had now returned to Washington and had intimated a wish 
to speak to the Prime Minister later that afternoon. A meeting of 
the Ministerial Group that morning had decided that the Rolls-
Royce Board should be informed of this further development, in 
case they should wish in consequence to withhold action to apply 
for a Receivership for a further 24 hours ; and at a meeting earlier 
that afternoon the Board had decided to do so. Rumours had now, 
however, reached the Press; and persistent inquiries about the 
situation of Rolls-Royce were being made. It was likely therefore 
that the situation would become public knowledge within a matter 
of hours. 

If the Cabinet confirmed their previous decision that the 
possibility of acquiring Rolls-Royce as a going concern should not 
be contemplated, there were basically two possibilities on which a 
proposal to President Nixon, designed to preserve the RB 211 
engine project, might be founded. These alternative possibilities 
were indicated in a note which was circulated to the Cabinet and is 
attached to these minutes as Annex 2. In considering the second 
of these the Cabinet would recognise the difficulty of the inevitable 
interruption of work on the project. This might be overcome, 
however, if it proved possible to negotiate with the Receiver terms 
on which a minimal amount of work could be maintained for a 



short period while discussions with Lockheeds took place. The 
Cabinet would note, however, that it would be as necessary under 
the alternative course as under the first course for the United States 
Government to enable Lockheeds to give the assurances listed under 
the first course. 

In discussion, there was a general agreement that it would be 
right to try to keep the RB 211 project in being for a limited period, 
in order to allow us to explore further with the United States 
Government and Lockheeds whether the latter could be put in a 
position to offer a revised basis of contract which would enable the 
engine to be completed as a viable proposition. But the first of the 
alternative courses of action, although it might appear to offer 
greater certainty on this point, was open to serious objections. It 
would risk the Governments accepting a commitment to Rolls-
Royce^ creditors in the event of a further failure; the Government 
would have to pledge substantial additional funds to the completion 
of the project under the existing management at a time when they 
had inadequate information to justify this; it might involve 
continuing the work under an unsatisfactory contract; and it would 
leave with the Government the onus of possibly having to take a 
decision to abandon the project later, together with responsibility 
for the consequent redundancies, should it in the event prove 
impossible to obtain satisfactory terms to secure completion of the 
engine. The prospect that such terms could be negotiated was slight 
in any event; and it was certainly negligible within the limited time 
during which the Rolls-Royce Board could still avoid applying for 

-	 a Receivership. The alternative proposal, if amended as the Prime 
Minister had suggested, was therefore preferable, the cost to the 
Government being of the order of £200 million. An essential pre
condition of the alternative course, however, was that the present 
RB 211 contract should be ended, as in effect it would be (subject 
to consequential claims for damages) by the Receivers disclaiming 
it, as he would certainly do as soon as he was appointed. Thereafter, 
the Receiver could perhaps be assumed to be willing to co-operate 
with the Government in keeping the RB 211 assets intact and work 
on the engine going for a limited further period, provided that the 
Government made the necessary funds available. If so, however, 
it would be essential that this should be 4 o n e in a manner which 
did not place the Government in a position of assuming any of the 
liabilities which arose, under the existing contract or otherwise, from 
the insolvency of Rolls-Royce. 

In further discussion, it was the general view that there could 
be no question of the Governments seeking either to take over 
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Rolls-Royce as a going concern or to dissuade the Board of the 
company from applying for the appointment of a Receiver. The 
proposal to be made to President Nixon should therefore be on the 
lines of the alternative course set out in Annex 2 to the minutes. 

The Prime Minister, summing up this part of the discussion, 
said that the Cabinet agreed that, despite the very serious economic 
effects of the insolvency of Rolls-Royce and the adverse 
consequences for the company's creditors, the Government could 
contemplate no course of action which would prevent the 
appointment of a Receiver. The Cabinet accordingly reaffirmed 
their previous decision that, as soon as action to appoint the 
Receiver was taken, the Government should indicate their intention 
to acquire the assets of the aero engine and marine turbine divisions 
of Rolls-Royce and to introduce the necessary legislation for this 
purpose. He would make it clear to President Nixon that Rolls
Royce's situation was rapidly becoming general knowledge and 
that the Board of Directors were in no position further to delay 
their application for a Receivership. He would then advance the 
alternative proposal in Annex 2. 

After a short adjournment, the Prime Minister said that he 
had spoken to President Nixon on the lines agreed by the Cabinet, 
indicating that, if Lockheeds could be put in a position to offer 
satisfactory terms for completing the RB 211 engine on the basis 
outlined in our alternative proposal, it might be possible to negotiate 
a new contract with the successor company. We would explore 
with the Receiver how the project could best be kept alive in the 
meanwhile, in order that this option need not be closed. The 
President had said that the United States Administration would 
urgently examine the possibilities of meeting our essential 
requirements, including means of providing Lockheeds with 
additional finance. He had asked that in our public announcement 
we should adopt as positive an attitude as possible about our 
intention to keep open the possibility .of completing the RB 211 
project under a new contract. 

In discussion it was agreed that the Government statement 
should now be revised accordingly. It must be made to Parliament 
and could not precede the statement by Rolls-Royce. The Rolls-
Royce Board, however, would only be able to take their own 
decisions at a meeting later that evening and might feel that it would 
now be preferable to delay their announcement until the following 
morning. If so, the Government statement should be made at the 
normal time on the following day. 



The Prime Minister, summing up the discussion, said that he 
would arrange for President Nixon to be informed of the probable 
timing of the Rolls-Royce and Government statements. Since the 
two statements were not now expected to be made simultaneously, 
the statement by Rolls-Royce should exclude any reference to the 
Governments intention to acquire certain of the company's assets; 
and some amendment of the reference to the discontinuance of the 
RB 211 project and its effects would also be needed. The necessary 
revisions should now be discussed with the Rolls-Royce Board by 
Sir Henry Benson, who should report the Board's final decisions 
and the proposed timing of their announcement later that evening. 
The Chancellor of the Exchequer should ensure that the Chairman 
of the Stock Exchange was informed through the Governor of the 
Bank of England. 

The C a b i n e t 

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

(2) Invited	 the Minister of Aviation Supply to make a 
Parliamentary statement on the Governments decisions 
in the House of Commons on the following day. 

Cabinet Office, 


4 February, 1971. 




ANNEX I 


R E P O R T BY SIR H E N R Y BENSON. R E A D TO, 

A N D A C C E P T E D BY, BOTH T H E ROLLS-ROYCE BOARD 


A N D L O C K H E E D REPRESENTATIVES 

Present position—930 am., 3 February, 1971 

1. Receivership is inevitable today unless: — 

(a)	 The British Government will undertake to put up a large 
sum—over £100 million; and 

(b)	 Lockheed give assurances that they will endeavour to 
achieve the following and have reasonable hope of 
success— 

(i) To advance the price of the engine. 

(ii) To abandon all claims under the contract. 

(iii) To accept delay in delivery up to 12 months. 

2. Lockheed, due to absence of time, cannot give the above 
assurances without discussion with bankers, and others in the United 
States. 

3. The risk of claims by the airlines remains. 

4. Financial help by the American Administration is doubtful 
and in any event would require an Act of Congress. 

I 



ANNEX 2 

ROLLS-ROYCE LTD. 

Course 1 
Action needed by the American Government 

1. Financial support to be given to Lockheed. 

2. Lockheed to agree to increase the present contract price of 
the engines materially. 

3. Lockheeds and airlines to accept up to 12 months' delay. 

4. Lockheeds to abandon all claims under the contract. 

5. The airlines to abandon all claims under the contract. 

Action to be taken by the British Government 

1. Government will provide Rolls with additional cash (in 
some way to be decided) of up to £100 million. 

2. This will save the project and Rolls. 

3. The Government will not commit itself to anything further 
or give any guarantees that the engine will be a technical success. 

Alternative course 

1. A Receiver of Rolls is appointed on Thursday, 4 February, 
1971. 

2. The Receiver disclaims the 211 contract and, temporarily, 
work on it ceases. Employees engaged on it are discharged. 

3. The British Government buys the aero engine assets and 
carries on the aero engine business forthwith. 

4. Lockheeds are provided with the finance required to enable 
them to renegotiate the 211 contract with the new company 
(operated by the British Government) on appropriate terms as to 
price and delivery. These would in practice be similar to those set 
out under Course 1. 

5. The new company re-engages the employees declared 
redundant under 2 above. 

6. NOTE. The term which must elapse between 1 above and 
5 above (when work would restart) cannot in practice be less than 
one month and might be longer. This would put back still further 
the delivery of the 211 and some of the impetus of the project would 
clearly be lost. 
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CABINET 
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10 Downing Street, S.W.1, on Thursday, 4 February, 1971, 
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Rolls-Royce 
Previous 
Reference: 
CM (71) 7th 
Conclusions 

SECRET 
1. The Cabinet considered the latest developments in 

connection with Rolls-Royce Limited. They were informed that 
dealings in the company's shares had been suspended when the Stock 
Exchange opened that morning and that the company would shortly 
be issuing their statement indicating their intention to ask the 
Trustees of the Debenture Holders to appoint a Receiver and 
Manager. 

The Cabinet discussed the draft of a statement which, in these 
circumstances, the Minister of Aviation Supply would need to make 
in the House of Commons that afternoon. Certain amendments 
were agreed, the most important of which was designed to ensure 
that, even if the Government undertook to explore with the Receiver 
the future of the RB 211-22 engine, they would not thereby incur 
any commitment in respect of the liabilities which would arise, under 
the existing contract for the engine between Rolls-Royce and 
Lockheeds, when the company themselves gave effect to their 
decision not to proceed with that contract. 

The Cabinet also considered and approved the arrangements for 
informing certain foreign Governments of the situation and for 
dealing with any request for an emergency debate in Parliament. It 
was agreed that the Bill to enable the Government to acquire certain 
assets of the company should be introduced early in the following 
week. 

SECRET 

2. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. 

SECRET 

3. The Foreign and Commonwealth Secretary said that the 
present cease-fire was due to end on 5 February. Various steps had 
been taken both in the context of the four-Power discussions and 
elsewhere in the United Nations to try to persuade the Government 
of the United Arab Republic to agree to an extension of the cease
fire. As a result they had just announced that they would be 
prepared to " withhold fire " for a further month, during which time 
it was to be hoped that the mission of the Special Representative of 
the United Nations Secretary-General, Dr. Jarring, would make 
some progress. 
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Indo-China 

Previous 
Reference: 
CM (71) 5th 
Conclusions, 
Minute 2 

Negotiations 
with the 
European 
Economic 
Community 

Previous 
Reference: 
CM (70) 47th 
Conclusions, 
Minute 1 

The Foreign and Commonwealth Secretary said that, following 
the recent offensive by the Nor th Vietnamese which he had reported 
to Cabinet on 28 January, ground forces of the Vietnam Govern
ment, with United States air support, had entered Cambodia. The 
situation in Laos was still somewhat obscure. Our only special 
responsibility for events in the area derived from our 
co-chairmanship, with the Soviet Union, of the Geneva Conference; 
and we had indicated our willingness to preside over a resumed 
conference should one be reconvened. In this context it was perhaps 
significant that the Soviet Ambassador, no doubt in reference to 
reported developments in Laos and Cambodia, had asked to be 
received later that morning. 

The Cabinet— 

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

The Chancellor of the Duchy of Lancaster said that, although 
no agreement had been reached on the central issue of finance, his 
recent meeting with the representatives of the countries of the 
European Economic Community (EEC) and of the Commission had 
resulted in a useful clarification of views and in progress on some 
of the other outstanding problems. In particular, an understanding 
had been reached on the inclusion of Hong Kong in the Community's 
generalised preference arrangements and on the future trading 
relationship between the Commonwealth Asian countries and the 
Community. The Community's intentions had been explained to the 
Brussels representatives of the Commonwealth countries concerned. 
Provisional agreement had also been reached on the timetable for 
industrial tariff reductions within the enlarged Community. As 
regards our initial financial contribution, there were signs that the 
Commission now accepted that the figure of 21-5 per cent, put 
forward as one of their alternative proposals in replying to our own 
offer of an initial 3 per cent, was not a basis for negotiation. They 
recognised that for us the problem was one of foreign exchange 
rather than budgetary costs. One or two of the smaller EEC 
members were thought to be considering a settlement in the region 
of an initial 5 per cent. Even the French Foreign Minister, in 
private discussions, appeared to have accepted that 21-5 per cent 
was not realistic and had mentioned a figure of 10 per cent. He had 
also suggested that our request for provision for a review of the 
eventual level of our contribution could perhaps be abandoned on 
the grounds that it would in any case be open to us to pursue such 
a request within the terms of the Treaty at the end of the transitional 
period. 



Northern 
eland 

previous 
Reference: 

:(70) 12th 
Sonclusions 
limite 2 

P Supplies 
'revious 
Reference: 

[(71) 5th 
pnclusions, 

nute 2 

The Chancellor of the Exchequer reported that his recent 
discussions with the Italian Minister of the Treasury, Signor Ferrari 
Aggradi, had revealed that the latter, although sympathetic to our 
aims, had not realised that our offer of an opening 3 per cent 
contribution was a realistic proposal and not merely an initial bid 
for negotiating purposes. From recent conversations between 
representatives of the Bank of England and the Bank of Italy 
it appeared that Signor Guido Carli, the Governor of the Bank of 
Italy, shared the same misapprehension. The facts of the situation 
had now been fully explained both to Signor Ferrari Aggradi and to 
Signor Carli. 

The C a b i n e t 
(2) Took note. 

CONFIDENTIAL 
4. The Secretary of State for Defence said that the 

disturbances in Northern Ireland on the previous night had revealed 
new tactics on the part of the rioters which seemed to be designed 
to fragment the resources of the security forces. He had therefore 
arranged for the immediate despatch of an additional battalion and 
an armoured car squadron from this country. 

The C a b i n e t -
Took note of the statement by the Secretary of State 
for Defence. 

CONFIDENTIAL 
5. The Secretary of State for Trade and Industry said that the 

present state of negotiations between the oil companies and the 
oil-producing countries gave cause for concern. The demands which 
the Organisation of Petroleum Exporting Countries (OPEC) were 
now putting forward, if met in full, would add £150 million to the 
foreign exchange cost of our oil supplies. They would also give 
OPEC power to fix prices unilaterally and would open the way to 
" leapfrogging " demands for later price increases. There was no 
sign of disunity in OPEC, apart from the Government of Libya who 
were adopting an even more extreme position. The OPEC demands 
were accompanied by a threat to withhold all supplies for a week 
and to introduce legislation to annul the present concessionary rights 
of the oil companies with the aim of replacing the present 
arrangements by Government-to-Government agreements, in which 
the role of the oil companies would be subsidiary. 

In the course of a brief discussion it was noted that we 
were giving the maximum diplomatic support to the oil companies. 

The C a b i n e t -

Took note. 


SECRET 
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Industrial
Affairs

C M 8 (71) 

CONFIDENTIAL 

 6. The Secretary of State for Employment said that he I 
 expected to receive during the forthcoming weekend advance notice! 

of the report by the Committee of Inquiry into the electricity supply 
pay dispute (the Wilberforce Inquiry). The report would probably 
be published on 9 or 10 February. 

The management of the Ford Motor Company had taken a 
firm stand in their pay dispute. They had apparently not expected I 
so sharp a response from their employees; but the workers' reaction 
had appeared to strengthen their resolve. The strike might 
accordingly be a long one. As regards the Post Office pay dispute I 
he had the impression that public opinion might soon begin to 
favour a new initiative towards achieving a settlement. It might at £ 
least be necessary for the Government to re-emphasise the fact that I 
arbitration was open to the Union of Post Office Workers (UPW). j 

The Minister of Posts and Telecommunications said that the f 
acting Chairman of the Post Office Board would meet the General I 
Secretary of the U P W informally in the near future; and it would f 
be preferable to defer consideration of any further Government 
action until that meeting had taken place. In his view public 
opinion remained in favour of the stand taken by the Post Office I 
and the Government in the pay dispute. 

In discussion the Cabinet were informed that the Government 
offices concerned with the payment of State retirement pensions and 
social security benefits were having difficulty in supporting the 
burden of extra work caused by the absence of postal services but 
were continuing to make commendable efforts to deal with the 
situation. Large sums of money were being paid to U P W strikers' 
families in supplementary benefits, largely because, unlike employees 
generally in the private sector, Post Office workers were not paid 
significantly in arrears. 

In accordance with the Cabinefs previous decision on the 
subject the Government had made no advance on the last pay offer 
of 8 per cent for non-industrial civil servants, since any such 
increased offer might have undermined the Post Office position. As 
a result the Staff Side of the National Whitley Council were virtually 
certain to decide to proceed to arbitration on their pay claim. 

The Cabinet were further informed that it would be necessary to 
decide in about 10 days' time the pay offer to be made to school 
teachers in England and Wales and that there was a risk of industrial 
action on the railways by the members of the Associated Society of 
Locomotive Engineers and Firemen over a pay claim which had been 



discussed that week with British Rail but on which the management 
had made no offer. It was suggested that the example set by the 
Government in public sector pay disputes had already begun to have 
an effect in stiffening private sector employers' resistance to large 
pay claims and in encouraging moderate trade unionists to accept 
reasonable settlements. 

The Prime Minister, summing up the discussion, said that the 
Government would shortly need to consider the implications of the 
report of the Wilberforce Inquiry and to discuss what new form of 
machinery for inquiry or arbitration could be devised for future 
disputes, given that they would probably not be able to repeat the 
arrangement for dealing with the electricity supply dispute. For the 
moment no further statement about the Post Office pay dispute 
should be made. 

The C a b i n e t 
(1) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion. 

(2) Invited the	 Home Secretary to arrange for the Ministerial 
Steering Committee on Pay Negotiations to consider as 
soon as possible the implications of the forthcoming 
report of the Court of Inquiry into the electricity supply 
pay dispute; and to examine the possible need to create 
new machinery for inquiry or arbitration for future pay 
disputes. 

CONFIDENTIAL 
7. The Cabinet considered a memorandum by the Secretary of 

State for the Home Department (CP (71) 11) about Local Govern
ment Reorganisation. They also had before them memoranda by 
the Secretary of State for the Environment (CP (71) 10) and the 
Secretary of State for Scotland (CP (71) 6), covering draft White 
Papers on Local Government Reorganisation in England and 
Scotland respectively, and a memorandum by the Secretary of State 
for Wales (CP (71) 7) covering the draft of a consultative document 
on the reform of local government in Wales. 

The Home Secretary said that the Ministerial Sub-Committee 
on the Reorganisation of Local Government (RE (G)) and the 
Ministerial Committee on Regional Policy and the Environment (RE) 
had considered proposals for the reorganisation of local government 
in England, Wales and Scotland. The outcome of their discussions 
were set out in the three draft documents before the Cabinet. The 
R E Committee had agreed that the proposals were acceptable and 



should be commended to the Cabinet for endorsement as the basis 
for consultation with the local authorities. They had recommended 
that the White Papers and the consultative document should be 
published as proposed. In the course of discussion the three sets of 
proposals had been progressively assimilated. All involved the 
retention of a two-tier system of counties (" regions " in Scotland) 
and districts, with a substantial reduction in the total number 
of authorities. There were still considerable differences in detail 
between the three countries, but the Ministers concerned regarded 
these as acceptable. Any proposals for reorganisation, however, 
would be controversial. As regards England the Government might 
be criticised for not being sufficiently radical and for abandoning 
the concept of unitary authorities recommended in the 1969 report 
of the Royal Commission on Local Government (the Redcliffe-Maud 
Commission). The most vehement opposition could be expected 
from the existing county boroughs and certain Scottish cities, which 
would lose to the counties certain of their major functions, notably 
education, the personal social services, tranport and highways and 
planning. There would also be pressure generally to transfer 
certain functions from the counties to the proposed new districts, 
particularly in England, where their position would appear to be 
rather weaker than in Scotland and Wales. The proposals also 
envisaged that the new county and district authorities would be 
wholly independent of each other. This would complicate the 
devolution of detailed financial control from central Government. 
There were very strong arguments, to which the R E Committee had 
attached great importance, for completing local government 
reorganisation in England and Wales by April 1974. This was 
feasible. But it would imply that the Local Government Boundary 
Commission would need to start work on the new pattern of county 
districts in England while the Bill was still before Parliament; that 
consultation with local authorities would need to be kept within a 
rigorous timetable; and that there would be only limited scope for 
discussion of the district pattern in Parliament when the Boundary 
Commission had made their recommendations. These measures 
would undoubtedly be matters of controversy. Nevertheless, all 
the Ministers concerned had agreed that the proposals were right in 
principle and that, in spite of the difficulties, it was important that 
reorganisation in England and Wales should be completed by 
April 1974. 

In discussion the following principal points were made : 

(a) Although there would be local objection to particular 
elements in the proposals for the reorganisation of local government 
in England, they would be welcome to the local authorities as 
a whole. The preservation of a two-tier system and most of the 



historic counties would be particularly welcome in comparison with 
the Redcliffe-Maud proposals, which had been largely accepted by 
the previous Administration. Opposition from the county boroughs 
which would not be included in the proposed metropolitan areas was 
inevitable; but even they might in some cases prefer these proposals 
to those of the previous Government. 

(b) The proposals for Scotland were broadly in line with those 
put forward by the previous Conservative Administration in 1963 
and with the recommendations of the Royal Commission on Local 
Government in Scotland (the Wheatley Commission). Certain 
variations from the Wheatley pattern, however, had been proposed. 
These would make the proposals both more flexible and more 
acceptable. 

(c) In Wales local government reorganisation had been under 
consideration since 1961. There had been previous White Papers in 
1967 and 1970. The new two-tier system would result largely from 
the amalgamation of existing counties, some of which would become 
individual districts. In the circumstances it was proposed to allow 
the districts to retain certain minor functions which in England 
would be exercised by the counties. Cardiff, the capital city, would 
retain responsibility for local planning. The present proposals were 
likely to be generally acceptable; but controversy would be 
inevitable over reorganisation in Glamorgan and Monmouthshire. 

(d) In the proposed metropolitan areas in England it had 
proved possible to place responsibility for housing, education and 
the social services at the same (district) level. Elsewhere, however, 
the districts would be too small to undertake responsibility for 
education and the personal social services. It was not possible to 
eliminate the existing separation of these services from responsibility 
for housing if viable district authorities were to be maintained. 
Further consideration, however, might need to be given to the 
advisability of providing the counties with certain residual housing 
powers. 

(e) It might be possible to provide workable arrangements for 
the equalisation of rate support grant and housing account surpluses 
and the allocation of capital programmes within county areas. But 
even if arbitration or a measure of continued control by Ministers 
were unavoidable if the districts were to be independent of the 
counties, this would be preferable to a hierarchical structure. 

(/) There would be great advantages in completing local 
government reorganisation by April 1974, in England and Wales, 
although the opposition which would be aroused by some of the 
measures necessary to enable this to be done should not be under



estimated. It would also be an advantage if the elections for the 
principal authorities could be held early in the spring of 1973. 

(g) It was difficult to justify continuation of the aldermanic 
system. But its abolition would arouse disproportionate controversy; 
and it might, therefore, be appropriate, as the R E Committee had 
recommended, to leave the matter open at this stage. 

(h) It was desirable, however, to adopt a more positive attitude 
as regards the provision of new complaints machinery, in spite of 
the opposition of the local authorities associations. 

(/) It would be inappropriate to transfer responsibility for food 
hygiene and slaughterhouses to the upper-tier authorities in Wales 
and Scotland, although it was to be assigned to the upper tier in 
England. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the proposals for the reorganisation of local 
government in England, Wales and Scotland as a basis for 
consultation with the local authorities. They should be revised, 
however, in order to take account of the desire of the Cabinet for 
a more positive approach to the need for new complaints machinery. 
The Secretary of State for the Environment should also revise the 
text of paragraphs 12 and 13 of the White Paper for England in 
consultation with the Secretary of State for Social Services. Any 
further suggestions for amendments or any points which individual 
Ministers wished to raise should be drawn urgently to the attention 
of the Secretary of State concerned. The Cabinet had accepted that 
there were strong arguments for completing reorganisation in 
England and Wales by April 1974, in spite of the special measures 
which this would entail. They would wish, however, to give further 
consideration at their next meeting to the implications of including 
the necessary Bills in the 1971-72 legislative programme, to the 
advisability of making specific commitments about the legislative 
timetable at this stage and to the arrangements for publishing the 
White Papers and the Consultative Document. 

The C a b i n e t 

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

(2) Invited	 the Secretary of State for the Environment, the 
Secretary of State for Scotland and the Secretary of State 
for Wales to revise the draft White Papers and Consulta
tive Document in the light of the points made in 
discussion and of any others which might be put to them. 



(3) Subject to Conclusion	 2 above and to the outcome of their 
further consideration of the legislative programme for 
the 1971-72 Session, approved the drafts attached to 
CP (71) 10, 6 and 7. 

(4) Agreed to resume consideration of the references in the	 draft 
White Papers and Consultative Document to the 
legislative timetable. 

SECRET 
8. The Cabinet considered a memorandum by the Lord 

President of the Council (CP (71) 15) on legislative priorities for the 
1971-72 Session. 

The Lord President said that the White Paper on the Reform of 
Local Government in England and the Consultative Document 
setting out prospects for Wales, in the form in which they were 
before the Cabinet, would virtually commit the Government to 
legislate during the 1971-72 Session. Before entering into such a 
commitment the Cabinet should consider the legislative priorities as 
between the major Bills indicated in CP (71) 15 as probable 
candidates for that Session. On the assumption that the negotiations 
for our accession to the European Communities were successful, 
legislation for this purpose would need to be passed before the end 
of 1972. The Ministerial Committee on the Approach to Europe 
had concluded that this should comprise two Bills, one confined to 
the constitutional provisions, which would have its Committee Stage 
on the Floor of the House, the other containing the detailed 
provisions. This would be a formidable undertaking. In addition 
a further major Bill would be required to deal with the fiscal 
consequences of accession. The two Local Government Bills would 
be very long: and Parliament would wish to examine them in detail. 
The National Insurance Bill, proposals for which the Cabinet had 
yet to consider, would also be a long and complicated measure. In 
addition a Bill on Housing Finance would be required if the 
Government were to realise the savings for which they had taken 
credit in the recent review of public expenditure. 

There was a strong case for each of these Bills. But in total 
they represented a heavier load of major legislation than could be 
passed in a single Session. Given that other Bills would certainly be 
required, it would probably be necessary to defer two of the 
proposed major Bills until the following Session. There was no 
objection to the Government committing themselves to legislation 
on local government reform in England and Wales provided that the 



Cabinet realised that other Bills would have to be deferred to make 
room for it. Otherwise, it would be preferable to amend the White 
Paper and the Consultative Document in order to keep the options 
open. 

In discussion the following main points were made: 

(a) If legislation to reorganise the National Health Service 
could be introduced at the very beginning of the 1972-73 Session, 
this should be in time to permit transfer of the local health functions 
from local authorities to the Service on 1 April, 1974. To introduce 
the Bill in the House of Lords during the 1971-72 Session would 
not be a satisfactory alternative. 

(b) Early action to reorganise local government was essential in 
order to end present uncertainties. Moreover, unless reorganisation 
were completed by 1 April, 1974, there was a danger that it would 
become an issue in the next General Election. 

(c) There was no prospect of introducing legislation for our 
accession to the European Communities until early 1972, although 
it was planned to start drafting in May 1971. It might be possible 
to draw the Bill containing the detailed provisions sufficiently tightly 
to restrict the range of discussion; but some of these provisions 
would be controversial even among those Members of Parliament 
who accepted the principle of accession. 

The Prime Minister, summing up the discussion, said that the 
Cabinet would resume their consideration of legislative priorities at 
an early meeting, at which they would also consider the proposals 
by the Secretary of State for Social Services for a new national 
insurance scheme. 

The C a b i n e t -
Took note, with approval, of the Prime Minister^ summing 
up and agreed to resume their discussion at an early date. 

Cabinet Office, 


5 February, 1971. 
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CONFIDENTIAL 
Ireland 1. The Home Secretary said that the renewed disorder in 

Northern Ireland was being deliberately fomented by the militant 
wing of the Irish Republican Army (IRA) known as the Provisional 
Army Council. The security forces were intensifying their efforts to 
contain the violence and to seek out and arrest the ringleaders; and 
a number of detectives from the Metropolitan Police had been sent 
to Northern Ireland to assist the Royal Ulster Constabulary. As 
regards the possible use of the power available to the Northern 
Ireland Government under the Civil Authorities (Special Powers) 
Acts to intern persons without trial the Government at Stormont 
had said no more than that they would be prepared to invoke this 
power if the security forces requested them to do so. 

The Secretary of State for Defence said that the recent riots 
represented a new phase in the campaign of violence. The disorder 
was no longer a merely intercommunal matter; and a situation 
approaching armed conflict was developing. There was a danger 
that the Provisional CounciFs forces were being reinforced from the 
Irish Republic. In these circumstances he had authorised the 
despatch of further reinforcements to Ulster; and the General Officer 
Commanding, Northern Ireland, had expressed confidence that he 
now had enough troops to deal with the current situation. The 
morale of the Army was high; and they were responding to the new 
situation with courage and restraint. 

In discussion the following main points were made : 

(a) Although the Taoiseach, Mr. Lynch, had condemned the 
violence in Northern Ireland, the Government of the Irish Republic 
should be urged to take a stronger stand against the IRA, who were 
using the Republic as a base from which to promote terrorism in 
Ulster. On the other hand Mr. Lynch was probably exerting.as 
much influence towards moderation as the political situation in the 
Republic allowed him; and it was particularly difficult for his 
Government to take stronger measures against terrorism when the 
courts had dealt leniently with those members of the I R A who had 
been arrested. 

(b) Although it might eventually prove necessary to adopt a 
policy of internment in Ulster, this course should be approached with 
great caution. It could succeed only if the terrorist leaders could be 
identified and arrested; and it would be liable not only to exacerbate 
communal relations afresh but also to create a category of political 
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prisoners whose arbitrary treatment might be held to justify reprisals? 
in the form of kidnapping and the seizure of hostages. 

f 
(c) Public opinion in Great Britain was beginning actively to 

resent the situation which was developing in Northern Ireland; and] 
many people would favour abandoning the Province to its fate-aj 
course which the Government could not contemplate. It was; 
important, therefore, that the general public should be helped to 
realise that the disorder was no longer the result of communal strife; 
or rebellion against political injustice but was the outcome of] 
deliberate terrorism by the IRA. j 

The Prime Minister, summing up the discussion, said that the; 
Cabinet approved the objectives currently being pursued by the; 
security forces. Continued rioting, however, would lead to public! 
pressure for some initiative by the Government; and the true nature! 
of the current situation in Northern Ireland should therefore be I 
clearly explained. Any request by the security forces for the. 
adoption of a policy of internment would call for very careful! 
consideration of its consequences, both direct and indirect. Although! 
it seemed unlikely that the Government of the Irish Republic could I 
usefully be urged to take any action in relation to the situation in j 
Ulster, the Foreign and Commonwealth Secretary might consider the' 
matter further in consultation with Her Majesty's Ambassador in 
Dublin. 

The C a b i n e t -
Took note, with approval, of the Prime Minister's summing! 
up of their discussion. 

SECRET! 
1 

2. The Prime Minister drew the Cabinefs attention to his Note I 

I 


(CP (71) 18) inviting the Secretary of State for Defence to take charge! 

of the complex of issues arising from the failure of Rolls-Royce and,! 

together with the Secretary of State for Employment, the Secretary of I 
State for Trade and Industry, the Minister of Aviation Supply, the! 
Chief Secretary, Treasury, and the Attorney-General, to ensure the I 
necessary co-ordination of action across the board. This Ministerial I 
Group was being supported by an Official Team under Cabinet! 
Office chairmanship. 

The Secretary of State for Defence said that the Ministerial! 
Group had met for the first time on Friday of the previous week and! 
had allocated the work which had now to be done. The Rolls-Royce j 
(Purchase) Bill, empowering the Government to acquire certain of the 1 



company's assets, had already been published. Reactions to the 
company's failure and to the Governments intervention had been 
tolerably well received by the French and Italian Governments but 
not quite so well by the Federal German Government. It was 
possible that the multi-role combat aircraft which was being built in 
collaboration with the Federal Government might be in danger. He 
had as yet received no reaction from Mr. Packard, the United States 
Deputy Secretary of Defense, to our offer to explore with the United 
States Government the possibility of keeping in being the RB 211-22 
engine project. He had met the Receiver on the previous Friday, 
when the RB211 contract between Rolls-Royce and Lockheed 
Corporation had not so far been disclaimed. He intended to discuss 
the situation with him again that afternoon. The Receiver would be 
helpful and would almost certainly be prepared to continue work on 
the RB 211 engine provided that he was appropriately indemnified by 
the Government. The Minister of Aviation Supply had now reported, 
however, that it might cost as much as £9 million a month to 
maintain the present level of activity on the project; and the 
Ministerial Group would need to decide at what level the work 
should be continued for the time being while possible renegotiation 
of the Lockheed contract was being examined. The present 
Chairman and Deputy Chairman of Rolls-Royce, Lord Cole and 
Mr. .Morrow, would be taking up these posts in the new successor 
company. But a new Managing Director was urgently required; 
and he would be grateful for suggestions from his colleagues. It 
was too early yet to assess the effects of the failure on employment 
or on trade suppliers. 

In discussion the Cabinet were informed that the Opposition 
were prepared to take all stages of the Rolls-Royce (Purchase) Bill 
in the House of Commons on Thursday, 11 February, and that it 
should thereafter be possible for the House of Lords to take the Bill 
at the beginning of the following week. It was argued that the 
Government must be particularly careful in dealing with two aspects 
of the situation. First, it would be unwise to give the impression that 
they considered that the RB211 engine was technically inferior in 
any way to competitive United States engines. It was the terms of 
the contract with the Lockheed Corporation and not the technical 
quality of the engine which, on present information, were to blame 
for the failure. The Government should make this clear in the 
Second Reading debate on the Bill and so avoid any suggestion that, 
by denigrating the engine, they had themselves made it impossible to 
renegotiate a new viable contract with Lockheeds. Second, the 
Government should avoid putting themselves in a position where 
they, rather than Rolls-Royce or the Receiver, appeared to be 

132950—4 B* 2 



Industrial 
Affairs 
Electricity Pay 
Dispute: 
Wilberforce 
Report 

responsible for the substantial redundancies which Rolls-Royce had! 
indicated would be inevitable whether a new contract for the RB 21 If 
engine could be renegotiated or not. The higher the level of interim I 
work on the engine which was financed by the Government throughj 
the agency of the Receiver and the longer a decision on the future of I 
the project was delayed the greater would be the prospect that the I 
Government would be blamed for redundancies which should; 
properly be laid at the door of Rolls-Royce and the Receiver. The! 
Government should therefore seek to limit the interim work as much
as possible; and the Receiver should not be discouraged from I 
dismissing staff whom he judged redundant. When in due course the! 
Government had to decide whether a new contract should be] 
negotiated with Lockheeds they would have to bear in mind notJ 
merely the economic effects in this country, including those on: 
employment, but also the effects on our national reputation for! 
commercial reliability if the Lockheed aircraft had to be abandoned! 
because of our failure to deliver its engines. 

The Prime Minister, summing up the discussion, said it was! 
important that the Receiver should disclaim the existing contract! 
between Rolls-Royce and the Lockheed Corporation as soon as I 
possible: until this was done the Government could not discuss the! 
terms of a new contract. It should be made plain to the Receiver j 
that the Government would in no circumstances agree to take overi 
the existing contract. The Ministerial Group under the Defence! 
Secretary should ensure that in the debate on the Rolls-Royce! 
(Purchase) Bill the Governments position on the points raised mi 
discussion was made clear and that it was understood that it wasl 
Rolls-Royce, not the Government, who had decided to discontinuel 
the existing contract and to call in a Receiver. 

The Cabinet— 

Invited the Secretary of State for Defence to arrange thaS 
the Governments position was clearly explained, all 
indicated in the summing up by the Prime Minister, in then 
forthcoming debate on the Rolls-Royce (Purchase) Bill. I I 

SECREM 

3. The Cabinet had before them a Note by the Secretary ojf 
the Cabinet (CP (71) 19) to which was attached a Note by tbj 
Department of Employment, summarising the recommendations ol 
the court of inquiry into the pay dispute in the electricity suppli! 
industry (the Wilberforce Report) and its implications for 
Governments ' strategy in relation to pay negotiations in general anl 
certain impending pay settlements with other groups of workers. I 



The Secretary of State for Employment said that the courfs 
report was unanimous, save for a note of reservation by Mr. 
Mortimer about the Governments general economic policy in 
relation to inflation. It recommended that, from 21 September, 1970, 
when the previous pay agreement expired, to 14 December, 1970, 
when the unions had called off their " work-to-rule ", the flat rate 
increase of £2 a week offered by the Electricity Council should stand 
without any improvement. F rom 14 December two improvements 
in the employers' offer were proposed. First, skilled workers should 
receive an extra 54s. a week instead of 40s. in order to prevent an 
undue narrowing of differentials and to keep rates in line with those 
of skilled workers in other industries; second, shift allowances in 
the industry should be increased by rather more than the Electricity 
Council had intended. In order to accelerate the introduction of 
incentive bonus schemes the court also recommended the payment of 
" lead i n " bonuses on a rising scale to workers who formally 
undertook, corporately and individually, to accept such schemes 
together with their implications for reductions in the labour force. 
These payments would cease when an incentive bonus scheme was 
actually introduced. 

Excluding the " lead in " payments, the Repor t s recommenda
tions would represent a 10-9 per cent increase on an annual basis 
from December onwards. The " lead in " payments should facilitate 
a faster run-down in the labour force and should therefore cost 
nothing in practice. If the court were right in their assessment, the 
industry's total wage bill should rise at most by 7 per cent and at 
best by only 2-3 per cent because of the reduction in the labour force 
in 1971. The court had criticised the unions for their rejection of 
arbitration and had declared that the " work-to-rule " had in practice 
been conducted in a manner which was in breach of the relevant 
agreements. The court had also taken reasonable account of the 
interests of the national economy. They had claimed that, set against 
past and prospective performances and the special factors relating to 
the particular case into which they were inquiring, the settlement 
which they recommended should not intensify inflationary pressures. 

The Governments main objectives should now be to secure an 
early settlement of the electricity workers' claim within the limits set 
by the courfs recommendations; to ensure that 11 per cent should 
not become a " de f ac to" norm and that " de-escalation" of 
settlements should continue; and avoid any action which might 
weaken the resolve of other employers, such as the Post Office and 
Fords, who were standing firm on pre-Wilberforce offers. In order to 
guard against the risks which would arise from the varying 
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interpretations which different commentators might put on the j 

Report, it would be important for the Government to make their j 

interpretation and attitude known immediately it was published. This : 

should be on the following day, when he would propose to make a .i 

Parliamentary statement commending the Report as a basis of 

settlement in the electricity supply industry, pointing out that the 

recommended increase was specifically related to the circumstances of j 

that industry, noting that the court had stressed the need to resist 

inflationary pressures and had satisfied themselves that their proposals 

would not intensify them, and emphasising the need to continue the I 

process of reducing the rate of increase in successive settlements 


through the months ahead. 

" ' i 


I 


-i 
In discussion the following main points were made— 


(a) The fact that the Reporfs recommendations were very j 

clearly directed to the special circumstances of the electricity supply I 

industry should help to counter the risk that certain of those 

recommendations might be invoked in support of the claims of other j 

groups of workers. On balance, the Report should be helpful to the 

Governmenfs policies. 


(b) It would be very important, however, to focus public I 


was 10-9 per cent and not 13 per cent or more as had been suggested j 


should be drawn to the court's belief that, by means of more rapid 

implementation of productivity schemes, for which the recommenda- J 


labour force should be contracted to an extent which would reduce j 


which it recommended should take effect only from the date when f 


these sections of the report merely in order to secure the union's j 

acceptance of its recommendations or to help the union leaders to 

extricate themselves from embarrassment. 


attention on the true measure of the increases recommended in the i 

Report. Their cost (expressed in terms of a constant labour force) 1 


by certain advance speculation in the Press. In addition, attention I 


tions provided the Electricity Boards with a powerful incentive, the I 


the payroll cost over a year to 7 per cent at worst and 2 per cent I 

at best. The court's strictures on the unions for resorting to industrial I 

action in breach of their arbitration agreement, together with the 1 

reporfs stipulation that the additions to the Electricity CounciFs offer I 


normal working was resumed should also be emphasised. The 1 

Government should not be concerned to minimise the impact of I 


(c) In order to ensure that the Report would be fairly reported 1 

and interpreted it should not be made available to Members of 1 

Parliament or released generally until after the Secretary of State for 1 

Employment had made his Parliamentary statement. It was also for 1 

consideration whether advance copies should be provided under I 




embargo to the Lobby and industrial correspondents as was 
customary and at what stage the Secretary of State should brief these 
two groups. 

(d) The Ministerial Sub-Committee on Pay Negotiations would 
shortly consider the implications of the Report for current pay 
negotiations in respect of other groups of workers in the electricity 
industry and the gas and water industries, together with local 
authority and National Health Service craftsmen. The Minister of 
Posts and Telecommunications was arranging to inform the Acting 
Chairman of the Post Office Board in confidence of the Repo r t s 
findings and would consider urgently with him the tactics to be 
adopted in relation to the outstanding pay dispute with Post Office 
workers. The right course might be for the Board to reiterate that 
they could consider an improvement in their present offer only to 
such extent as the cost could be confined within the same total as 
the 8 per cent already offered. If so, it should be made clear that 
this would require an increase in productivity and perhaps the non
resumption of certain services (some of which, after the present strike, 
would probably be no longer economic). 

(e) Contingency plans against industrial action in the gas 
industry or its resumption in the electricity industry had recently 
been reviewed; the Secretary of State for Trade and Industry would 
be meeting the Chairmen of both industries that afternoon. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Secretary of State for Employment should 
make a Parliamentary statement on the following afternoon and that 
the Wilberforce Report should be published after that statement. 
The arrangements for briefing the Lobby and industrial correspon
dents, and for the provision of confidential copies of the Report to 
these groups, should be further considered by the Secretary of State 
in conjunction with the Lord President of the Council and the Prime 
Minister's Press Office. The implications of the Report for impending 
pay negotiations with other groups of workers should be urgently 
considered by the Ministerial Sub-Committee on Pay Negotiations; 
and the Minister of Posts and Telecommunications should discuss 
with the Acting Chairman of the Post Office Board the tactics to be 
followed in relation to the dispute with the Union of Post Office 
Workers, including the possibility of announcing that the strike had 
made it doubtful whether some postal services could be resumed. 

The C a b i n e t 
(1) Took note, with approval, of the Prime Ministers	 summing 

up of their discussion. 

SECRET 
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(2) Invited the Secretary of State for Employment— 

(i) to	 make a Parliamentary statement on the 
Wilberforce Report on the following day; 

(ii) to circulate a draft of his statement to the Ministerial 
Steering Committee on Pay Negotiations; 

(hi) to consider further, in consultation with the Lord 
President of the Council and the Prime Ministers 
Press Office, the precise arrangements for briefing 
the Press and for the release of the Report , which 
should not be available to Members of Parliament 
or be published generally until he had made his 
Parliamentary statement; 

(iv) to arrange for the Ministerial Sub-Committee on Pay 
Negotiations to consider the implications of the 
Report for other pending pay negotiations. 

(3) Invited	 the Minister of Posts and Telecommunications to 
initiate, in the light of the views which had been expressed, 
further discussions with the Acting Chairman of the Post 
Office Board about the pay dispute with the Union of 
Post Office Workers. 

CONFIDENTIAL 

4. The Cabinet considered memoranda by the Secretary of 
State for Social Services on the reconstruction of national insurance 
and the preservation of occupational pension rights (CP (71) 12 and 
13). 

The Secretary of State for Social Services said that his main 
proposals for reconstructing the national insurance scheme, their 
advantages and disadvantages and the alternative possibilities which 
he had rejected were set out in CP (71) 12. The details of the scheme 
were described in CP (71) 13. About one-third of the labour force, 
for the most part women, were not covered by occupational pension 
schemes. In accordance with the commitment in the Conservative 
Party's Manifesto at the General Election his proposals would 
establish a reserve scheme for such individuals over and above a 
basic scheme providing flat-rate benefits, which would, over a period, 
make it unnecessary for them to rely on means-tested supplementary 
benefit. Contributions for both the basic and the reserve schemes 
would be earnings-related. Their effect would therefore be 



progressive; and a buoyant revenue would be ensured. Certain 
disadvantages, however, were inherent in his proposals. First, 
although an individual on less than average earnings would pay less 
by way of contribution to the basic scheme than at present, the 
contribution by the above-average wage earner would be substantially 
increased. Two upratings of pensions, however, were due before the 
new scheme was introduced; and since these would involve increases 
in the contributions due from the highest paid to a level only about 
5 or 6 shillings short of that proposed for the start of the new 
scheme, they might soften the impact of the latter to a significant 
extent. For those contributing to the reserve scheme there would be 
additional payments of 1^ per cent of wages. Second, in order to 
keep the contributions by the employee as low as practicable the 
proportion of the total contribution paid by the employer would be 
increased, at an additional cost to employers of about £200 million 
for the basic scheme and a further £100 million for the reserve 
scheme. The increased contribution by the employers would 
probably result in a once-for-all increase in prices of about 1 to 1£ 
per cent, extending over a year or two. Third, the reserve scheme 
would involve the establishment of a fund which might grow by the 
end of the century to something of the order of £5,000 million at 
current earning levels. This might encourage fears that in the wrong 
hands the funds could be used for ill-judged intervention in industry. 
He would ensure, however, that the financial management of the 
fund was independent of the Government and would impose 
safeguards against its misuse. Fourth, the reserve scheme would 
mature over a period of 40 years compared with the 20 years in 
the scheme proposed by the previous Administration. The period 
could be curtailed, however, only by subsidising the scheme, with 
consequent damage to the growth of occupational pensions. He 
believed that his proposals would be generally acceptable. The Life 
Offices would naturally be concerned about the future of their own 
schemes; but they would welcome the certainty which an announce
ment about the new scheme would provide. If his proposals were 
generally approved, he would wish to conduct preliminary technical 
discussions about the terms of exemption from the reserve scheme 
with representatives of the main organisations concerned with 
occupational pension schemes. He would also consult in confidence 
the leading officials in those organisations and in the Confederation 
of British Industry about the proposals as a whole; and he would 
seek; the views of the Ministers concerned with public service pension 
schemes. He would then prepare a White Paper as a basis for 
further public discussion. He would not now be ready to introduce 
legislation in the 1971-72 Session; but he would hope to do so during 



the following Session. Royal Assent by April 1973 would enable 
the scheme to come into effect in April 1975. 

In discussion of the main scheme the following points were 
made : 

(a) I t was argued that the increased burden of contributions 
which it was proposed to impose on employers had serious 
implications for industry. Employers as a whole would have to find 
an additional £300 million a year (if estimated contributions to the 
reserve fund were taken into account). The need to impose this 
additional burden flowed from the proposal to retain the link 
between contribution and entitlement to benefit, which was 
becoming increasingly artificial. The fact that in the European 
Economic Community (EEC) employers generally bore a relatively 
higher burden of contributions to national insurance schemes was 
not in itself a justification for increasing the proportion of the 
employers' contribution in this country. Account should also be 
taken of the differences in the fiscal provisions affecting industry in 
the United Kingdom and the EEC respectively. The whole basis 
of the increased employers' contribution deserved more searching 
consideration. . 

(b) It had been argued that the national insurance uprating of 
1971 and 1973 would soften the impact of the increased contributions 
which would be required from those with above average earnings 
when the new scheme took affect. But, so far as the 1971 uprating 
was concerned, it might well prove to be both untimely and 
inconsistent with the Governmenfs present objectives to increase the 
rate of contributions to match an increase in the rate of benefit. 

In discussion of the reserve scheme the following main points 
were made : 

(c) There were disadvantages in both the funded basis of the 
reserve scheme and the potential size of the fund involved. A funded 
reserve scheme would increase the pressure which already existed for 
the funding of public service pension schemes. Public servants 
might well feel that, if their schemes were funded they would derive 
more value from their contributions than they received under schemes 
which were, as at present, only notionally funded. On the other hand 
public service schemes were protected from the effects of inflation 
by periodical pension increases. Moreover, there was a difference 
between instituting a funded scheme which was intended to do no 
more than provide pensions just above the supplementary benefit 
level and the conversion to a funded basis of public service schemes 
which were organised to deal with a much higher level of pension. 
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(d) The potential size of the reserve fund might entail the risk 

of its possible misuse in the future. On the other hand the 
administration of the reserve fund could be insulated from 
Government interference by entrusting it to an independent board 
of management. Although the Government were not committed by 
their Manifesto to the particular form of reserve scheme which was 
now proposed and, in particular, were not committed to the principle 
of funding, it was necessary in setting up the reserve scheme to do all 
that was possible to encourage the growth and development of 
occupational schemes. But this could not be achieved if the private 
insurance interests felt that their schemes were exposed to unfair 
competition from a scheme subsidised by the State. The only 
alternative would be to establish a scheme on the lines proposed by 
the previous Administration. But this would necessarily entail future 
liabilities of unpredictable dimensions, whereas the proposed scheme 
was self-financing. 

(e) Many existing occupational schemes fell far short of a 
desirable standard. Some were neither funded nor supported by 
insurance; and careful consideration would therefore need to be 
given to the criteria for exemption from the reserve scheme. 

(/) Instead of establishing a single reserve scheme on the lines 
proposed, it might be preferable to require everyone to be covered by 
some earnings related scheme in addition to the main flat-rate benefit 
scheme. It could then be left to private interests to introduce a 
variety of possible schemes from which individuals could choose the 
arrangements best suited to their own requirements. On the other 
hand those to whom the reserve scheme was intended to apply would 
often find it difficult to make the necessary choice. Many of them 
would be only intermittently employed; and it would be virtually 
impossible to enforce a system which required no more than 
membership of some earnings related scheme. 

In further discussion of the proposals as a whole it was pointed 
out that, although there would be reductions in the manpower 
involved in administering national insurance and related schemes 
when the new arrangements had taken full effect, their early stages 
would entail a requirement for additional manpower rising to 3,500 
in 1975; and this additional manpower commitment would accrue in 
a period in which the Government had made it their objective to 
reduce civil service members. 

The Prime Minister, summing up the discussion, said that the 
Cabinet felt some concern both about the additional burden of 
contributions which it was proposed to impose on employers and 



about the nature of the reserve scheme. The Ministerial Committee 
on Social Services should therefore re-examine the proposals, taking 
account of the points made in discussion. A careful appraisal should 
be made of the manpower implications for all the Departments 
affected up to the point when the new scheme had come into full 
operation. 

The Cabinet— 

Invited the Home Secretary, as Chairman of the Ministerial 
Committee on Social Services, to arrange for the Committee 
to reconsider the proposals in CP (71) 12 and 13 in the light 
of their discussion. 

CONFIDENTIAL 

Future 5. The Cabinet resumed their consideration of a memorandum 
L e g a t i o n  p i d e n t of the Council (CP (71) 15) on legislative b y t h e L o r d r e s  

1971-72Session  197^72 Session. p r i o r i t i e s f o r t h e

Previous 
Reference: j y ^ j ^  o r ^ president s a i d that the decision of the Secretary of 

r S o cConclusions State f o  i a * Services that the projected National Insurance Bill 
Minute 8 could not be ready for introduction in the 1971-72 Session had 

considerably eased the problem of legislative priorities for that 
Session; and it should now be possible for the Government to commit 
themselves to introduce legislation on local government reform in 
England and Wales in 1971-72. The Ministerial Committee on 
Future Legislation would shortly be beginning their detailed 
examination of legislative proposals for the 1971-72 Session and 
would endeavour to find room for the proposed National Health 
Service Bill, although it could not be accorded as high a priority 
as the other major Bills indicated in CP (71) 15. 

The Prime Minister, summing up a brief discussion, said that the J 
Cabinet agreed that there was no objection to the Governments 
announcing it as their aim to introduce legislation on local 
government reform in England and Wales during the 1971-72 1 
Session. The Cabinet would take the remaining decisions on the 
legislative programme for the Session when they had received the 
recommendations of the Future Legislation Committee. 

The C a b i n e t -

Took note, with approval, of the Prime Minister's summing 

up of their discussion. 



CM 9 (71) 
CONFIDENTIAL 

6. The Cabinet resumed their consideration of a memorandum 
by the Secretary of State for the Home Department (CP (71) 11) 
about Local Government Reorganisation, memoranda by the 
Secretary of State for the Environment (CP (71) 10) and the Secretary 
of State for Scotland (CP (71) 6), covering draft White Papers on the 
reform of local government in England and Scotland respectively, and 
a memorandum by the Secretary of State for Wales (CP (71) 7) 
covering a draft Consultative Document on the reform of local 
government in Wales. 

The Prime Minister, summing up a brief discussion, said that, 
since it appeared that the necessary Bills could now be accommodated 
within the legislative programme for 1971-72, there was no longer 
any objection to the references, in the White Paper on local 
government in England and the Consultative Document, to the 
Governmenfs intention to introduce legislation on local government 
reform in England and Wales during the 1971-72 Session. Both 
the White Papers and the Consultative Document, as amended in the 
light of the Cabinefs discussion on 4 February, should now be 
published as soon as practicable. The three Secretaries of State 
concerned should discuss with the Lord President the timing of 
publication; and they should consider in particular whether the three 
documents should be published simultaneously or on successive days. 
There appeared to be no need for their publication to be accompanied 
by Ministerial statements. 

The C a b i n e t 

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

(2) Invited	 the Secretary of State for the Environment, the 
Secretary of State for Scotland and the Secretary of State 
for Wales, in consultation with the Lord President, to 
arrange for publication of the White Papers and the 
Consultative Document as soon as practicable. 

CONFIDENTIAL 
7. The Cabinet considered a memorandum by the Lord 

President of the Council on the Social Security Bill (CP (71) 14). 

The Lord President said that the Legislation Committee had 
recently considered the draft Social Security Bill, which was designed, 
among other things, to give effect to earlier decisions of the Cabinet 
on the payment of supplementary benefit during and after strikes. 



Subject to confirmation by the Cabinet of one point of substance, the 
Bill was ready for introduction. But, although it was well known 
that legislation dealing with supplementary benefit in relation to 
strikes was to be introduced before Easter, there were grounds for 
believing that its introduction before the end of the Committee Stage 
of the Industrial Relations Bill would give rise to more bitter 
controversy than if it were deferred until the Committee. Stage had 
been completed. On balance he recommended that the introduction 
of the Bill should be postponed accordingly. 

The Secretary of State for Social Services said that the object 
of that part of the Bill which dealt with the payment of supplementary 
benefit after a strike was to prevent a striker who returned to work 
from refusing an advance of wages (which was taxable and repayable) 
in favour of drawing supplementary benefit (which was not taxable 
and at present not repayable). The draft Bill gave effect to this 
purpose. There had been no intention, when the Cabinet considered 
the matter at their meeting on 20 November, 1970, to impose any 
new restriction on the grounds on which supplementary benefit might 
be paid after a strike. But in order to avoid any uncertainty on 
this point which might arise from the earlier Cabinet conclusion the 
Legislation Committee had thought it right that the Cabinet's 
authority should be specifically sought for the provision in the draft 
Bill that payments made during the first 15 days after taking up work 
should be recoverable through the employer. 

The Prime Minister, summing up a short discussion, said that j 
the Cabinet approved the proposed provision in the Bill about the 
recovery of supplementary benefit. They also agreed that the 
introduction of the Bill should be deferred to the end of the 
Committee Stage of the Industrial Relations Bill. If there was j 
pressure for earlier introduction, however, the timing should be 1 
reconsidered. Public opinion might well be critical of the Bill for not i 
going far enough to withdraw from strikers the advantages which the 
present system gave them. In particular, if it was suggested, when j 
the Bill was introduced, that the payment of PA YE refunds should j 
be deferred and that supplementary benefit paid during a strike I 
to strikers' families should be recoverable, it would be important to J 
make it clear that the possibility of introducing legislation on these 1 
lines at some future time was not excluded. 

The C a b i n e t -
Took note, with approval, of the Prime Minister's summing J 
up of their discussion. I 



CONFIDENTIAL 

8. The Cabinet considered a memorandum by the Minister of 
Posts and Telecommunications (CP (71) 16) about broadcasting 
finance. 

The Minister of Posts and Telecommunications said that the 
British Broadcasting Corporation (BBC) had forecast that their deficit 
would rise to £49-25 million during the period ending March 1975, 
even if allowance was made for the increase in licence fees to 
£6 10s. (monochrome) and £11 10s. (colour) which had been approved 
by the previous Administration with effect from 1 April, 1971. The 
size of the forecast deficit was due largely to the wage settlement of 
July 1970, which would cost £17 million over the period. In order to 
meet this deficit the BBC had originally sought an increase in the 
basic licence fee to £7 10s. After discussion with the Corporation 
he had concluded that an increase of this order was not necessary; 
but an increase to £7 would be needed. Savings of the order required 
to meet the forecast deficit could only be found by unacceptable 
reductions in the quantity or quality of BBC television services. As 
regards the radio services he hoped that it would be possible to 
abolish BBC Radio 1 in connection with the Governments plans to 
authorise commercial radio; and this would leave the accounts 
approximately in balance at the end of the five-year period. The 
arguments for abolishing BBC local radio were more evenly balanced; 
but, if this were also done, there would be a modest surplus. The 
BBC had often been accused of extravagant administration; but an 
examination by management consultants had found little to criticise 
in this respect. Moreover, cost comparisons with independent 
television and with foreign broadcasting companies were generally 
favourable to the Corporation. With the agreement of the Ministerial 
Committee on Broadcasting he therefore recommended that the 
increase in licence fees due to take effect on 1 April, 1971, should be 
revoked and that, instead, the fees should be increased to £7 
(monochrome) and £12 (colour) with effect from 1 "July, 1971. A 
decision was also needed on the future level of the levy charged on 
the advertising revenues of independent television programme 
companies. The Independent Television Authority (ITA) had 
originally proposed a reduction by £18-5 million from the current 
level of some £20 million, i.e. a virtual abolition of the levy. After 
discussion, however, they had accepted a reduction to £12 million and 
had suggested that some basis for the levy should be sought other 
than a charge on revenue. He recommended that with effect from 
the end of July 1971 the rate of the levy should be changed so as 
to reduce the yield in a full levy year by £10 million and that during 
the ensuing year the basis of the levy should be reviewed. H e 



proposed that the decisions to increase the licence fees and to reduce 
the levy should be announced to Parliament on the lines indicated 
in the draft statement annexed to CP (71) 16. 

The Chancellor of the Exchequer said that, while he had not 
been satisfied that a case for reducing the levy had been made 
out on purely financial grounds, he was prepared to agree to the 
proposed reduction in the light of the broader political arguments. 
He supported the proposed review of the basis of the levy. The 
Governments future attitude to the levy should take account of the 
extent to which the present concession was used to improve the 
quality of programmes. 

In discussion, it was suggested that, if a further increase in the 
licence fees was approved, the BBC would be under no serious 
financial constraint to ensure economy and efficiency. It was 
arguable that the Corporation should not necessarily seek to cater 
for the same range of tastes as the commercial broadcasting 
organisations; they should be concerned particularly with the interests 
of minorities, leaving the commercial networks to cater for the 
majority. In spite of the favourable report of the management 
consultants, the BBC appeared to be lavishly staffed and the 
management seemed sometimes to be lacking in a proper perception 
of the right objectives. On the other hand, it could be maintained 
that the BBC had a wider function than simply to cater for minorities. 
While the inclusion in the financial forecasts of an allowance for 
further cost increases was contrary to normal practice, there was 
merit in settling the matter for five years ahead rather than having 
to contemplate a further increase fairly soon. It would have been 
preferable to bring the increase in the licence fee to £7 into operation 
in April 1971, the date when the previous increase would have 
become operative. There was now insufficient time, however, to 
print the new licences and issue them by that date. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the increase in BBC licence fees due to take 
effect on 1 April, 1971, should be revoked and that, instead, the fees 
should be increased to £7 (monochrome) and £12 (colour) with 
effect from 1 July, 1971. They also agreed that the independent 
television levy should be reduced by £10 million with effect from 
the end of July 1971 and that there should be a review of the basis 
of the levy before the end of July 1972. The Minister of Posts and 
Telecommunications should consult with the Lord President of the 
Council about the timing of his proposed statement annexed to 
CP (71) 16. 



The	 C a b i n e t 

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

(2) Approved— 

(i) the	 revocation of the increase in BBC licence fees 
due to take effect on 1 April, 1971; 

(ii) the increase of the fees to £7 (monochrome) and £12 
(colour) with effect from 1 July, 1971; 

(iii) the	 reduction of the independent television levy by 
£10 million with effect from the end of July 1971. 

(3) Invited the Minister of Posts and Telecommunications, in 
consultation with the Lord President of the Council, to 
announce these decisions in an early statement to 
Parliament. 

Cabinet Office, 

9 February, 1971. 
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C M (10) 71 

C O N F I D E N T I A L 

1. The Secretary of State for Employment said that, following 
the publication of the Wilberforce Report, the Post Office Board 
had entered into further negotiations with the Union of Post Office 
Workers (UPW). An offer by the Board to raise their previous pay 
offer of 8 per cent to 9 per cent in return for an undertaking from 
the UPW to accept a joint study of measures to improve 
productivity for implementation by the beginning of July had been 
rejected by the union on the previous day. The U P W were 
maintaining that the minimum settlement which they could accept 
would be a pay increase of 13 per cent, combined with a shortening 
of pay scales which might increase the cost by a further 1 per cent. 
Both parties had asked him to receive them in the course of the 
coming afternoon. The U P W were suggesting that an independent 
mediator should now be appointed with a mandate to carry out his 
task within three days. This might suggest that they were now 
anxious to settle the strike quickly. But the names so far mentioned 
as possible mediators were unlikely to be acceptable to the Post 
Office; and such an appointment could well appear as an attempt to 
bring pressure on the Post Office Board to increase their offer still 
further. Nevertheless, the suggestion could not easily be dismissed 
out of hand and might be acceptable if an acceptable nominee could 
be found as the mediator and the UPW were prepared to commit 
themselves in advance to accept arbitration if mediation failed. The 
alternative courses were no more attractive. The gap between the 
U P W s declared unwillingness to accept less than an increase of 
13-14 per cent and the Post Office's offer of 9 per cent left little 
scope for seeking to promote a settlement through the normal 
operation of his Depar tments conciliation services; the appointment 
of a court of inquiry immediately after the publication of the 
Wilberforce Report would be inappropriate and would in any 
case relieve the UPW of the immediate pressures on them to 
secure a settlement; while a decision not to intervene at all on 
the ground that the Government regarded the Post Office's offer as 
reasonable and were unwilling to bring further pressure to bear in 
order to secure a settlement on any other basis would involve a 
significant departure from the neutral position which it was desirable 
for his Department to sustain. 

The Minister of Posts and Telecommunications said that it 
might" be difficult to enlist popular support for a policy of complete 
non-intervention by the Government unless an attempt had first 
been made to explore with the parties the prospects of finding an 
acceptable mediator and of securing their agreement that he should 
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carry out his task in private and that, if he failed, arbitration would 
follow. If the UPW were unwilling to agree to such a proposition, 
however, they would be condemned by public opinion for their 
refusal of any reasonable approach to the problem. 

In discussion it was suggested that, in the light of the continuing 
risk of industrial disputes in other industries, particularly the gas and 
water industries, it would be a mistake for the Government to refuse 
to make available the good offices of the Department of Employment 
in further exploring the UPW's request for the appointment of a 
mediator, since that would prejudice the Depar tments standing as 
a conciliator in future disputes. While the U P W might now be 
anxious to find means of ending the strike quickly, for the 
Government to stand aside and to let the strike run its course, or 
to become directly identified with the Post Office Board's offer 
would be liable to forfeit the support of public opinion. The UPW 
might well be unwilling to commit themselves at this juncture, in 
return for the appointment of a mediator, to accept arbitration in 
the event of his failure to find an acceptable basis for a settlement. 
Moreover, the chances of finding a mediator who was acceptable 
to both sides and whose name would not simply suggest that an 
attempt was to be made to strike a balance between the position 
of the two parties seemed remote. Although the concept of 
mediation was unwelcome, therefore, nothing would be lost by 
demonstrating a willingness to explore it further and so to 
demonstrate to public opinion that the Government were exploring 
all possible avenues for ending the strike and the public 
inconvenience which it was causing. In that event, however, it 
would be right to exert pressure on the U P W to agree to an 
immediate resumption of work, although it might well be unwise 
to make this a formal condition of the appointment of a mediator 
or arbitrator. If, as seemed probable, the U P W rejected mediation 
on the conditions suggested, the Government could revert to their 
contention that the correct procedure was for the union to accept 
arbitration, as provided in their agreements, or to arrange a ballot 
of their members about the acceptability of the Post Office's offer. 

The Prime Minister, summing up the discussion, said that the 
Cabinet recognised the importance of maintaining the integrity of 
the Department of Employments conciliation role; and they 
agreed that a refusal to explore further with the parties the concepts 
of mediation and arbitration might leave the Government 
vulnerable to a request from the UPW for the appointment of a 
court of inquiry, which it would be difficult to meet but 
embarrassing to have to refuse, particularly if the request was 
accompanied by an offer to resume work as soon as a court was 
appointed. In his meetings with the Post Office Board and the 



UPW that afternoon, therefore, the Secretary of State for 
Employment should explore, without committing the Government 
to the appointment of a mediator, what prospects there might be 
of identifying an individual who would be acceptable in that role 
to both parties and to the Government and of securing an 
undertaking by the union in advance not only to return to work 
immediately but also to accept arbitration of the dispute if 
mediation failed. The Cabinet had some reservations, however, 
about the nature and scope of a mediators function in the dispute; 
and the Secretary of State should therefore consult his colleagues 
again if, contrary to expectation, it appeared that the U P W were 
ready to accept the proposed conditions. 

Like the electricity unions who had recently been condemned 
by the Wilberforce Report for rejecting arbitration, the U P W had 
signed an agreement which provided for the settlement of disputes 
by that means; and, by continuing to refuse arbitration, they had 
placed themselves clearly in the wrong. This fact should be further 
impressed on public opinion; and the Post Office Board might also 
emphasise more forcefully the serious effects of the continuance of 
the strike on the cost and viability of the postal service, which it 
might be impossible to reinstate on the scale provided before the 
strike. The Minister of Posts and Telecommunications should 
accordingly advise the Post Office Board that they should now 
prepare plans for a rationalisation of postal services, which could 
be submitted to the Post Office Users National Council for their 
consideration, preferably by the time the strike ended, in order that 
any reduction in services might be seen to be the direct consequences 
of the union's own action. 

The C a b i n e t 
(1) Took	 note, with approval, of the Prime Ministers 

summing up of their discussion and invited the Secretary 
of State for Employment to be guided accordingly in 
in his discussions with the Post Office Board and the 
Union of Post Office Workers. 

(2) Invited	 the Minister of Posts and Telecommunications to 
arrange for the Post Office Board to prepare an early 
plan for the rationalisation of postal services. 

CONFIDENTIAL 
2. The Secretary of State for Defence said that he had 

commissioned two studies—on the economic and the technological 
prospects of the RB 211 engine—which should be completed by the 
beginning of the following week. Thereafter he hoped to bring 
the issues before the Cabinet; and negotiations with Lockheed about 
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the future of the contract could then begin, although it would 
probably not be possible to complete them as rapidly as Lockheeds 
themselves hoped. Meanwhile, he had been informed by the 
Receiver that some suppliers and sub-contractors were refusing to 
supply goods to Rolls-Royce until some arrangement was made in 
respect of goods which had been supplied before the Receivers 
appointment; and other suppliers were taking the opportunity to 
raise their prices. He had asked the Attorney-General to advise 
him in dealing with this situation. 

In discussion it was pointed out that the Rolls-Royce failure and, 
in particular, the belief in the United States that Her Majesty's 
Government had somehow contrived to evade their obligations, 
might adversely affect our export trade as a whole unless these 
misconceptions were rapidly and effectively countered. The 
Government should therefore ensure that responsible opinion in 
the United States understood the position correctly and, in 
particular, appreciated that the provisions of the Companies Act, 
1948, had imposed severe limitations on the freedom of action of 
both the Government and the Board of Rolls-Royce. In any event 
the Government must not be drawn into a renegotiated contract 
for the RB 211 which would place the new company from the start 
under an excessive burden. 

The Cabinet— 

Took note of the statement by the Secretary of State for 
Defence. 

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

meeting of the Defence and Oversea Policy Committee on 
8 February it had been agreed that, if the South African 
Government wished to order helicopters for use with their frigates, 
they should now feel free to do so, since these helicopters were 
among the arms which we had been advised that we had a legal 
obligation, arising under the Simonstown Agreement, to supply. 
As regards the sale of further ships in which the South African 
Government were known to be interested, it had been agreed that 
they should be asked to defer action for a t ime; and he would 
therefore propose to invite the South African Foreign Minister, 
Dr. Muller, to postpone for a few months the visit to the United 
Kingdom of a team of naval experts in connection with a possible 
order for ships. 

The Cabinet— 

(1) Took note, with approval,	 of the statement by the Foreign 
and Commonwealth Secretary. 



The Foreign and Commonwealth Secretary said that the 
operations against the North Vietnamese on which he had reported 
to Cabinet on 4 February had been somewhat delayed by bad 
weather. The weather had now cleared; and, although little firm 
news about the progress of the operations was yet available, it 
seemed likely that the South Vietnamese troops would have little 
difficulty in assuming control of the areas where arms had been 
stored by the Communists. 

The Foreign and Commonwealth Secretary said that there had 
been important developments arising from the initiative of the 
Special Representative of the Secretary General of the United 
Nations, Dr. Jarring, in sending notes to the Governments of Israel 
and the United Arab Republic (UAR). In these messages 
Dr. Jarring had clearly identified the two points which lay at the 
heart of the dispute in that he had asked the Government of the 
U A R to say clearly that they would make peace with Israel and 
had invited the Government of Israel to give more precision to 
their interpretation of the concept of " withdrawal" . News had 
just been received that the U A R had replied affirmatively, agreeing 
inter alia that peace meant a termination of the state of belligerency 
and all its consequences. The Israeli Government were still 
maintaining that Dr. Jarring's latest initiative had exceeded his 
terms of reference. But now that the Government of the U A R had 
been induced to agree to concentrate on the settlement of the 
dispute and not to set themselves up as the champion of the cause 
of all the Arabs, it might be easier for Dr. Jarring to secure Israeli 
co-operation. This could mark the beginning of a more hopeful 
stage in the search for a settlement of the Arab/Israel dispute. 

The Cabinet— 

(2) Took note of the statements by the Foreign	 and Common
wealth Secretary. 

SECRET 

4. The Secretary of State for Trade and Industry said that the 
oil companies had now reached agreement with the Gulf group of 
suppliers at Tehran; and this seemed to have removed for the time 
being the danger that oil supplies from the Gulf might be 
interrupted. Moreover, it had been agreed to fix the differential 
between the price of Mediterranean and Gulf crude at 2 1 ^ cents 
a barrel, a figure which was about one-third of that previously 
demanded by Libya. It was by no means certain that the Libyan 
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Government would accept this. But if, as a result of failure by 
the oil companies and the Mediterranean suppliers to reach 
agreement on revised prices, the supply of oil from Libya was 
reduced, there were grounds for hoping that the Gulf States would 
be prepared to increase their supplies. Even so, the current 
shortage of tankers, for which there was no immediate remedy, 
would still result in some shortfall on our requirements. The 
Ministerial Committee on Emergencies had considered this 
possibility on the previous day and had concluded that the rationing 
of oil, other than perhaps by administrative means, was unlikely to 
be required, at least for some months. Contingency planning would 
nevertheless continue. The increases in the cost of oil which we 
now faced as a result of the agreement would have a severe impact 
on our balance of payments. 

The Prime Minister, summing up a short discussion, said that the 
agreement which the Gulf producers had forced the oil companies 
to make was an unreasonable one, which could have serious 
consequences for us. We must be ready to implement plans for 
rationing if this became necessary; and further consideration should 
be given urgently both to means of reducing the degree of our 
dependence on oil from the Middle East and North Africa and to 
the possibility of increasing the pace of development of our own 
resources of power, including North Sea oil and natural gas and 
nuclear energy. 

The Cabinet— 

(1) Took	 note of the statement by the Secretary of State for 
Trade and Industry. 

(2) Took	 note that the Prime Minister would arrange for an 
early study of means of further encouraging the 
development of indigenous resources of power and of 
other methods of reducing our dependence on oil from 
the Middle East and North Africa. 

CONFIDENTIAL 

5. The Cabinet considered a memorandum by the Lord 
President of the Council (CP (71) 21) about negotiations with our 
overseas suppliers concerning our proposed interim import levy 
schemes for cereals, beef, lamb and dairy products other than butter 
and cheese. 

The Lord President of the Council said that our negotiations 
to introduce interim import levy schemes for beef, lamb and dairy 
products other than butter and cheese were going reasonably well. 



However, we had run into considerable difficulties with the United 
States on cereals. At a meeting with senior American officials on 
8-9 February, the Americans had made counter proposals which 
the Ministerial Committee on Agricultural Policy (AG) had decided 
were not acceptable. Delay in introducing the cereals levy schemes 
was liable to hold up the introduction of our other proposed levy 
schemes. Moreover, with cereals we were faced by a serious timing 
problem. Our present minimum import prices (mips) for cereals, 
were operated under a Five Party Agreement with the United 
States, Canada, Australia and Argentina which, expired on 30 June. 
Thereafter, failing agreement with our suppliers, we would be 
unable to maintain even our existing arrangements, let alone 
introduce our proposed increased mips supported by general levies, 
unless we had in the meanwhile negotiated out of the cereals tariff 
bindings which we had granted under the General Agreement on 
Tariffs and Trade (GATT) and which were in effect suspended for 
the duration of the Five Party Agreement. Negotiating out of our 
bindings would take at least 4 months. We also had agreements 
with minor cereals suppliers which would need to be renegotiated 
to allow us to operate general levies and these were terminable only 
at 4 months ' notice. In the circumstances the majority of the 
Agricultural Policy Committee had concluded that we should 
forthwith set in hand the necessary procedures for withdrawing our 
GATT cereals tariff bindings and giving notice to our minor 
suppliers, and that this should be done before having further 
negotiations with the Americans or any of our other suppliers. In 
taking this action we should make it clear that what we were doing 
was necessary in order to put ourselves in a position to introduce 
our new arrangements on 1 July, but that we remained ready to 
continue negotiations with the Americans and our other suppliers 
for a mutually acceptable agreement. If agreement could be 
reached, we would not complete the procedures to withdraw our 
GATT bindings. It was felt that if we took such action the 
Americans might be ready to reach agreement with us on acceptable 
new cereals levy arrangements, but that if we did not there was 
no prospect of bringing them to an acceptable agreement. On the 
other hand, the Minister for Trade considered that, bearing in mind 
the serious implications of seeking to withdraw our GATT bindings, 
we should first make a further effort to secure agreement with the 
Americans. To this end he thought we should be prepared to 
restrict the increase in our mips to £4 per ton. We might also offer 
the Americans a general undertaking about our future domestic 
support policies. Since the matter had been considered by the 
Agricultural Policy Committee some evidence had emerged that an 



acceptable agreement with the Americans might be possible without 
instituting the procedures to unbind our tariffs, and if this was 
indeed the case he was sure that A G would feel that a further effort 
should be made with the Americans before going to GATT. 

The Minister of Agriculture, Fisheries and Food said that, since 
AG's discussion, he had received an approach from the United 
States Embassy which suggested that agreement with the Americans 
might be possible if we limited the increase in mips to £4 per ton 
in 1971, and to £6 per ton in 1972. It might also be necessary to 
provide a general assurance about the objectives of our new 
arrangements. In return, the Americans might agree to our 
introducing general variable levies provided the understanding 
between us was terminable at 3 months' notice. He was sure that 
the Americans' latest approach was prompted by the fear that we 
might otherwise set about unbinding our tariffs. It was essential 
to the success of any further negotiations that the Americans should 
have no doubt that, failing agreement, we would take such action. 
Accordingly he hoped that the Cabinet would agree that he should 
explore further the possibility of an agreement with the Americans 
on the lines he had indicated and that he should be authorised to 
tell the Americans that, failing agreement by the end of the month, 
we would set in hand the procedures to unbind our cereals tariffs. 
In the light of American reactions he suggested that at the beginning 
of the following week the Prime Minister should send a message to 
the President of the United States proposing a basis for agreement. 

In discussion the Minister of Agriculture^ proposals were 
generally approved. However, it was argued that, while we should 
approach the Americans on the basis that, failing early agreement, 
we would set about unbinding our cereals tariffs, further 
consideration would need to be given to the serious implications of 
unbinding these tariffs before we instituted such action. It was 
pointed out that, however urgently we set about unbinding these 
tariffs, the Americans and our other suppliers might be able to delay 
the completion of the necessary procedures "until after the end of 
June. It was also suggested that it would not be too serious if we 
were unable to introduce our new cereals levy arrangements until 
mid-August or the beginning of September, because market prices 
were expected to remain firm at least until then; and it would be 
preferable to continue negotiations with the Americans until mid-
March if necessary and if a favourable outcome seemed possible, 
rather than set a rigid deadline of 1 March for the completion of 
negotiations. On the other hand it was noted that our overseas 
suppliers were unlikely to agree to the introduction of our other 
proposed interim levy schemes until we were in a position to 
introduce our new cereals levy arrangements; and it was pointed 



out that delay in introducing our levy schemes would undermine the 
credibility of the Governmenfs declared policy of changing our 
system of agricultural support to one based on import levies and 
would leave the Exchequer exposed to the risk of heavy deficiency 
payments. In any event, a clear deadline for the completion of 
negotiations was essential (as well as a firm sanction) if the United 
States Government was to be persuaded to move. 

The Prime Minister, summing up the discussion, said that it 
now seemed likely that agreement might be possible with the 
Americans without the need to unbind our cereals tariffs; 
accordingly, a further approach should be made to the Americans, 
as proposed by the Minister of Agriculture. In reinforcing this 
approach the Minister of Agriculture had discretion to indicate to 
the Americans, to the extent that he judged necessary, that failing 
agreement with them by the end of February the Government would 
have no alternative to proceeding to unbind the United Kingdom 
tariffs on cereals. It might be helpful if the Foreign and Common
wealth Secretary spoke on similar lines to the United States 
Ambassador in London. In the light of American reactions, and 
in consultation with the Foreign and Commonwealth Secretary and 
the Secretary of State for Trade and Industry, the Minister of 
Agriculture should arrange for a draft message to the President of 
the United States to be prepared for despatch at the beginning of 
the following week. If, in the event, an early acceptable agreement 
with the Americans could not be reached, the Cabinet would wish 
to consider further, because of the serious implications of such 
action, whether to institute the procedures to unbind our tariffs. 

The C a b i n e t 

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

(2) Invited the Minister	 of Agriculture, Fisheries and Food, in 
consultation with the Foreign and Commonwealth 
Secretary and the Secretary of State for Trade and 
Industry, to proceed on the lines indicated in the 
summing up of their discussion by the Prime Minister. 

Cabinet Office, 
16 February, 1971. 
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C M 11 (71) 

SECRET 

 1. The Cabinet were informed of the business to be taken in the 
 House of Commons the following week. 

S E C R E T 

2. The Foreign and Commonwealth Secretary said that the 
reactions of Commonwealth and foreign Governments to the 
announcement that we were prepared to license the export of Wasp 
helicopters for use by frigates of the South African Navy had so far 
been much as had been expected. Criticism had in the main 
concentrated on the point that our decision had been taken before the 
Study Group established by the Commonwealth Prime Ministers' 
Conference at Singapore had been constituted and started its work. 
As a result the Nigerian Government had declared that they intended 
to withdraw from the Study Group. The Organisation of African 
Unity was due to meet on 26 February; and that meeting might 
provide the occasion for further attacks on our policy. The situation 
was complicated by the probability that we should soon have to take 
some action to deal with the problem of Rhodesia. In these circum
stances any announcement in the near future that we were prepared 
to consider approving orders for arms in addition to those which we 
had a legal obligation to supply would undoubtedly provoke further 
discord; and it would therefore be wise to defer the consideration of 
further orders for some months. 

The Foreign and Commonwealth Secretary said that it had now 
been confirmed that the Government of the United Arab Republic 
(UAR) had responded favourably to the initiative of the Special 
Representative of the Secretary-General of the United Nations, 
Dr. Jarring, on which he had reported to Cabinet on 16 February. 
In particular they had indicated that they were prepared to make a 
formal peace with Israel and to accept all the implications of this 
step. The Israeli Governments reply to Dr. Jarring, on the other 
hand, appeared to be negative; and there were grounds for fearing 
that they were trying to evade the provisions of Security Council 
Resolution 242 by trying to deal with the Government of the U A R 
directly rather than through the Secretary-General's Representative. 
The United States Government had now agreed that the representa
tives of the four Powers in New York might discuss the forms which 
international guarantees of a settlement might t ake ; and this could be 
helpful. Meanwhile, there was little scope for independent action on 
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Persian Gulf 

our part. We should, of course, keep in touch with the parties and 
take any opportunity which presented itself to urge them towards the 
conclusion of a settlement. 

The Foreign and Commonwealth Secretary said that the 
operations in Laos were proceeding slowly. The South Vietnamese 
Army had overrun a number of Communist supply depots and were 
now consolidating their positions. The weather was still impeding 
progress. 

The Cabinet— 

(1)	 Took note of the statements by the Foreign and Common
wealth Secretary. 

The Foreign andJOommonwealth Secretary said that at a meeting 
of the Defence and Oversea Policy Committee on 24 February it had 
been agreed that he should make an early statement in the House of 
Commons on our policy in the Persian Gulf. He intended to inform 
the House of certain offers which Sir William Luce had been 
authorised to make to the Gulf Rulers on the basis of an under
standing that the Rulers would co-operate in forming a Union of 
Arab Emirates. These offers comprised a treaty of friendship, 
containing an undertaking to consult with the Union Government 
in time of need; and the transfer of the Trucial Oman Scouts to form 
the nucleus of a Union Army. For the latter purpose we should be 
prepared to make available British personnel on loan; to assist in 
the supply of equipment at the expense of the Union Government; 
to supply, if the Union so wished, teams to assist with the training of 
security forces on a continuing basis; and to arrange for regular 
training exercises in the area involving British Air Force units, 
together with regular visits to the area by ships of the Royal Navy. 

In discussion there was general agreement that the Foreign and 
Commonwealth Secretary should take an early opportunity to make 
the proposed Parliamentary statement. It was suggested, however, 
that certain aspects of the Governments policy would be unwelcome 
to some of their supporters and that it would therefore be helpful if 
a clear indication were given that the present statement was, in effect, 
only a progress report, that replies to our offers were still awaited 
and that a senior Minister would, if necessary, visit the area at an 
appropriate time in order to persuade the Rulers that it would be 
in their interests no less than in ours that they should proceed with 
the formation of a Union. The undertaking to consult the 
Government of the Union in time of need could be argued to carry 
the implication that in certain circumstances we might have to send 
military forces to the area. But this possibility was perhaps relatively 



remote; and we should not be assuming an unconditional commitment 
in this respect. Nothing should be done, for example by indicating 
that we should be prepared to postpone the withdrawal of our 
remaining forces, to reduce the pressure on the Rulers to form a 
Union without further delay. But, if no Union could be formed, 
we Ought still to be able to secure a satisfactory position from which 
to protect our interests by making bilateral arrangements with the 
larger Shiekhdoms, notably Abu Dhabi and Dubai. By offering 
training facilities and other support to the local forces we were making 
it clear that we did not intend to abandon our friends. 

The Prime Minister, summing up the discussion, said that the 
Foreign and Commonwealth Secretary, in preparing the final version 
of his statement to the House of Commons, should take account of 
the points which had been made. 

The C a b i n e t 

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

SECRET 

3. The Secretary of State for Employment said that during the 
two preceding days he had held a number of further meetings with 
each of the parties to the dispute about the pay of postal workers; 
but neither party had changed its position. The Post Office Board 
remained firm in their contention that they should not offer a pay 
increase of more than 8 per cent except in return for acceptance by 
the Union of Post Office Workers (UPW) of new measures to offset 
the additional cost through productivity improvements. The union 
continued to insist on an improved offer as a precondition of 
consideration of any new productivity arrangement; and an under
taking by the Board that they would be ready to discuss a shortening 
of pay scales, to be effective in the following year, had not moved 
the union from this stipulation. There were some grounds, however, 
for believing that the union's General Secretary, Mr. Jackson, might 
feel able to modify his position after the rally of U P W members that 
day and that, if the Board were then to offer a 9 per cent increase 
without making it dependent on the union's acceptance of the Board's 
present formula on new productivity arrangements, Mr. Jackson might 
be able to secure a majority in his Executive for recommending the 
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offer to a ballot of the membership as a basis for settlement. The 
UPW militants, however, were fortified by the promise of further 
financial assistance from other unions; and they were likely to be able 
to continue to frustrate any action of this kind so long as the Board 
persisted in making their willingness to increase their offer to 9 per 
cent subject to the union's acceptance of the productivity undertaking 
in the terms in which the Board had tabled it. This document had not 
been wisely framed; and it was unlikely to achieve the results for 
which the Board hoped. 

If a 9 per cent settlement could be achieved, even without 
conditions about productivity improvements, it would be consistent 
with the Governmenfs general policies and it would also be helpful in 
relation to other current and impending pay negotiations in both the 
public and the private sector. In particular, although the Ford 
Company had so far refused to increase their present pay offer of 
8 per cent, it would be unrealistic to suppose that they could avoid 
doing so for long. They remained anxious, however, to secure a 
settlement at less than 10 per cent; and their chances of success 
would be greatly improved by an early 9 per cent settlement for postal 
workers. The same considerations were relevant in relation to the 
imminent pay negotiations in the transport, gas and water industries, 
whereas failure to resolve the deadlock in the postal dispute might 
entail the risk of simultaneous strikes in these industries as well. An 
increase limited to 8 per cent would do no more than offset the 
increase in the cost of living; but it would elevate many workers to 
an income level where, through the operation of the qualifications for, 
e.g. housing rebates and tax liability, they were relatively worse off. 
There was accordingly a growing disincentive to acceptance of settle
ments which were limited to 8 per cent. For these reasons it might 
be desirable at the appropriate time to seek further private discussion 
with the General Secretary of the U P W and the acting Chairman of 
the Post Office Board in order to explore the possibility of achieving 
a settlement of the dispute on the basis of an increase of 9 per cent. 

The Minister of Posts and Telecommunications said that he 
endorsed these views. The Post Office Board were confident that it 
should be possible to achieve a settlement at less than 10 per cent. 
While they would also wish to secure a commitment by the UPW to 
improve productivity arrangements, they were unlikely to insist on 
acceptance of their present formula for this purpose. 

The Secretary of State for Education and Science said that 
negotiations in the Burnham Committee on pay of teachers had 
broken down on the basis of an open offer by the management side 
ot an 8-8 per cent increase linked to pay restructuring. The largest 
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union, the National Union of Teachers (NUT), were opposed to this 
offer; but some of the other unions were more favourably disposed 
towards it. If the dispute were taken to arbitration, these unions 
might be at a disadvantage in relation to the N U T : and she therefore 
proposed to invite the Secretary of State for Employment and her 
other colleagues primarily concerned to consider whether it might 
be desirable to appoint a court of inquiry. 

The Home Secretary said that the Ministerial Steering Committee 
on Pay Negotiations had agreed that the pay of the police, who were 
statutorily forbidden to take industrial action, must be treated as a 
special case which warranted exceptional treatment. The Committee 
had therefore accepted that the earlier offer of 10 per cent should now 
be supplemented by proposals for revised pay scales. These 
proposals, which would increase the total value of the two-stage offer 
to 16 per cent, would be tabled at a meeting of the Police Council 
that day. Public opinion should recognise that the police force, who 
were seriously undermanned, required special consideration. But he 
would concert the public presentation of the offer with the Secretary 
of State for Employment with particular care. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet agreed that the Secretary of State for Employment should, 
when he judged it propitious, further explore the possibilities of 
reaching a settlement of the Post Office dispute on the basis which he 
had outlined. Any settlement, however, should not appear to be the 
result of conciliation by the Department of Employment; no pressure 
should be put on the Board to increase their offer beyond the point 
which they themselves judged right; and it would be preferable that 
any new offer should, at least in the first instance, be put forward on 
a " without prejudice " basis in order that it might subsequently be 
withdrawn if the union's reaction made this necessary or expedient. 
Moreover, if the Board made a new offer of 9 per cent without 
conditions about productivity, it would nevertheless be desirable that 
they should obtain a separate commitment from the union to negotiate 
improved productivity arrangements. The suggestion that it might 
be appropriate to appoint a court of inquiry in relation to the teachers' 
pay dispute should be considered by the Ministerial Steering 
Committee on Pay Negotiations. The Ministerial Committee on 
Emergencies should arrange for the contingency plans fOT dealing with 
industrial action in the gas, water and transport industries to be 
re-examined against the possibility of simultaneous action in these 
industries. 
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The C a b i n e t 

(1) Took note, with approval, of the Prime Minister^	 summing 
up of their discussion and invited the Secretary of State 
for Employment to be guided accordingly. 

(2) Invited the Secretary of State for	 Education and Science to 
submit proposals in relation to the teachers' pay dispute 
to the Ministerial Steering Committee on Pay Negotia
tions. 

(3) Invited the	 Home Secretary to arrange for the Ministerial 
Committee on Emergencies to review the plans for dealing 
with the possibility of simultaneous industrial action in the 
gas, water and transport industries. 

SECRET 

4. The Cabinet considered a note by the Lord President of the 
Council (CP (71) 23) about the 1971 annual review of the agricultural 
industry. 

The Lord President of the Council said that it was necessary to 
decide the agricultural guaranteed prices in the light of the 1971 review 
of the industry. In considering the size of the total award to 
recommend the Ministerial Committee on Agricultural Policy (AG) 
had sought to take account of the need to reinforce the industry's 
confidence, to encourage agricultural expansion and to keep the 
industry's goodwill in order to facilitate the introduction of the 
proposed new support arrangements. On the other hand they had 
kept in mind the need to restrain public expenditure, to protect the 
consumer and to avoid treating the agricultural industry unduly 
favourably in comparison with other sectors of the economy. In the 
circumstances they had recommended that agreement with the 
farmers' unions should be sought on the basis of a total award of 
£135 million, including the £54 million increase in the guarantees 
which had been made in October 1970. They had been prepared to 
contemplate an award of £138 million if the Minister of Agriculture, 
Fisheries and Food felt that this was necessary in order to secure 
agreement with the farmers; but they had asked the Minister to 
consult them before offering more than £135 million. The Committee 
had left to the Agricultural Ministers, in consultation with the Chief 
Secretary, Treasury, the detailed allocation of the total award. The 
main effect of the proposed award on consumers would be an increase 
in the retail price of milk from 5p to 5^p per pint from 1 July; but 
this increase was unavoidable in any event. 
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The Minister of Agriculture, Fisheries and Food said that the 
agricultural industry's total costs had increased by £212 million since 
the last annual review and by £140 million in respect of production 
covered by the guarantees. The industry's spendable income had 
fallen from £505 million to £454 million. Productivity had risen by 
not less than 6 per cent. The industry was in a depressed state; and 
encouragement was needed to secure expansion. The cost to the 
Exchequer of the proposed award would depend on the course of 
market prices. In 1970-71 the Exchequer had saved £68 million on 
deficiency payments compared with the published Estimates. He was 
not sure that agreement would be possible with the farmers' unions on 
the basis proposed by A G ; but such an award should be readily 
defensible to public opinion. 

In discussion, the total award proposed by AG was generally 
approved. While it was important to secure the industry's goodwill 
and to demonstrate the Governments intention to secure expansion, 
the award should not exceed £138 million. The proposed award 
would cover virtually all the industry's increased costs on guaranteed 
production and would require farmers to make a very small contribu
tion from their increased productivity. 

In further discussion it was noted that, while the increase in the 
retail price of milk was necessary to prevent the milk fund remaining 
in deficit into 1972, such increases handicapped the Governments 
efforts to bring wage inflation under control. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Minister of Agriculture, Fisheries and Food 
should seek to reach agreement with the farmers' unions on the basis 
of a total award of £135 million. If necessary, after consulting AG, 
he might offer a total award of £138 million. The Agricultural 
Ministers, in consultation with the Chief Secretary, Treasury, should 
settle the detailed allocation of the total award. The Cabinet would 
need to take an early opportunity to consider in more detail the 
problem of price increases. 

The Cabinet— 

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

(2) Subject to the points made in the Prime Ministers	 summing 
up, invited the Minister of Agriculture, Fisheries and Food 
to seek to reach agreement with the farmers' unions on the 
basis of a total award of £135 million and in any event not 

,	 to settle for more than £138 million. 
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5. The Cabinet considered a note by the Secretary of State for 
Defence to which was attached an appraisal by the Ministerial Group 
on Rolls-Royce of the cost of continuing, as compared with the cost 
of cancelling, the RB 211 engine (CP (71) 24). 

The Secretary of State for Defence said that the Working Party 
under the chairmanship of Sir William Cook had been asked to 
answer three questions. Could the RB 211 engine be made to workl 
satisfactorily; if so, by what date; and what increase was required! 
in the price originally negotiated between Rolls-Royce and the! 
Lockheed Corporation in order to avoid losses on its production.;! 
Sir William Cook's Working Party were confident that the remaining I 
problems of developing the engine could be overcome, that an engine I 
with 37,000 lb. thrust could be provided for introduction into airline 1 
service six months after the date provided in the original contract f 
and that further improvements could thereafter be made which would I 
permit the introduction by early 1973 of engines with the required ' 
42,000 lb. thrust. The Ministry of Aviation Supply, however, I 
considered that it would be safer to assume that the engine of ] 
37,000 lb. thrust for initial airline service could not be produced for \ 
some nine to twelve months after the date required in the original 
contract. The Cook Working Party considered that each engine\ 
would need to be sold at £150,000 above the price in the original 
Rolls-Royce/Lockheed contract in order to cover production costs. 
The Ministry of Aviation Supply, however, thought that the price 
increase required to cover production costs would be between 
£180,000 and £190,000. The estimate of the remaining launching cost 
was about £120 million, including a contingency provision, but 
excluding the purchase price of the assets required to make the engine. 
If the engine went into production, the most optimistic estimate, based 
on an assumed 20-year life, suggested that we should make a loss of 
some £60 million; but a more pessimistic forecast by the Ministry of 
Aviation Supply implied that the loss might amount to nearly 
£200 million. 

These estimates of the expenditure involved in continuing 
production of the RB 211 had to be weighed against the costs involved 
in cancelling the project. Cancellation would result in an increase 
in unemployment, together with a corresponding loss of output while 
resources were transferred to alternative uses; a potential loss of 
other exports, in addition to those of the RB 211, as a result of the 
adverse effect on Britain's trading reputation abroad; and a waste of 
investment to date in the technology of the project, with the result that 
Rolls-Royce would forfeit, perhaps permanently, their position as a 
leading manufacturer of large civil aero engines. 



The Ministerial Group on Rolls-Royce, under his chairmanship, 
had concluded that in these circumstances negotiations with the 
Lockheed Corporation should be based on the position outlined in 
paragraph 5 of the memorandum appended to C P (71) 24. But the 
terms there suggested were very exacting; and there was virtually no 
chance of securing an agreement with Lockheeds on this basis, even if 
they could command adequate financial resources to meet our require
ments, which was improbable. It was important that, when 
Mr. Daniel Haughton, the Chairman of Lockheed, returned to London 
on 2 March, he should not find our position so demanding and 
inflexible that he decided that it was not worth continuing negotia
tions. It would be desirable, therefore, that H M Ambassador in 
Washington should be instructed to inform the United States 
Administration of the terms which we intended to propose to 
Mr. Haughton in order that the United States interests could consider 
to what extent they might be able to help Lockheed. Moreover, in 
order to allow the negotiations to proceed it would be necessary to 
renew the indemnity to the Receiver for the work being done on the 
RB 211, which would otherwise expire on 4 March. The extension 
should be for a further month, although it might initially be 
announced as for two weeks. It was estimated that the cost of the 
indemnity to 4 March would be about £5 million and that the cost 
of extending it for a further month might be £6 million. 

The Board of the new company, Rolls-Royce (1971) Limited, had 
not yet been consulted about the basis of the negotiations now 
proposed; and they would no doubt have views. But in the mean
while he asked for agreement that the discussions with Lockheed on 
2 March, to which the Government were already committed, should 
start on the basis of the terms set out in paragraph 5 of the 
memorandum attached to CP (71) 24. 

The Attorney-General said that he was advised that under New 
York State law it would be possible for creditors of Rolls-Royce to 
institute bankruptcy proceedings and that for this purpose a t ru s t ee 
could be appointed, who would become the beneficial owner of the 
assets of Rolls-Royce Limited, including some thousand patents 
registered there. If so, successor companies to Rolls-Royce Limited 
would be prevented from exporting cars or aero engines to the United 
States and the patents could be sold to, e.g. the General Electric 
Corporation and General Motors. He had therefore arranged for 
a Treasury Counsel and the Treasury Solicitor to visit the United 
States in order to investigate this potentially menacing situation and 
to consider possible methods of dealing with it. His advisers would 
be returning from the United States on Saturday, 27 February. 



In discussion it was suggested that the cancellation of the RB 2111 
project might allow the development and production of other Rolls-i 
Royce aero engines, including collaborative projects with other! 
European countries, to go forward more rapidly. On the other hand,! 
in view of the greatly improved management which the Board of 1 
Rolls-Royce (1971) Limited would provide, there should be no reason! 
to doubt that the RB 211 engine could be produced without adversely! 
affecting development and production of other engines. It was further I 
pointed out that very considerable loans for RB 211 engines had been! 
underwritten by the Export Credits Guarantee Department. 

The Prime Minister, summing up the discussion, said that the! 
Government should adopt a hard-headed approach to the forth
coming negotiations with the Lockheed Corporation. The Cabinet I 
agreed that the discussions between the Government and the 1 
Corporation on 2 March should be based on the proposals outlined in I 
paragraph 5 of the memorandum attached to CP (71) 24. HM-I 
Ambassador in Washington should be instructed to inform the United! 
States Administration of our negotiating position in order that they i 
might be able to consider what help, if any, United States interests! 
were prepared to offer. The indemnity to the Receiver for continuing J 
work on the RB 211 should be extended for a further four weeks after I 
4 March. 

I t would be important to maintain strict security while negotia- j 
tions were in progress and to provide no grounds for uninformed 1 
speculation in the Press about the Governments negotiating position. 1 
The necessary action for this purpose should be taken forthwith. 

The C a b i n e t 
. 1 

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

up of their discussion. 
(2) Invited the	 Secretary of State foT Defence to arrange for j 

discussions with representatives of the Lockheed 
Corporation on the lines indicated in paragraph 5 of the I 
memorandum attached to CP (71) 24. 

(3) Invited	 the Foreign and Commonwealth Secretary, in i 
consultation with the Secretary of State for Defence, to \ 
arrange for instructions to be sent to H M Ambassador in f 
Washington to inform the United States Administration of i 
our negotiating position. 

(4) Invited the Secretary of State for	 Defence to arrange for an I 
extension for four weeks from 4 March of the present 
indemnity to the Receiver for work on the RB 211. 
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C M 12 (71) 

C O N F I D E N T I A L 

1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

The Secretary of State for the Environment suggested that it 
might be desirable to indicate during the debate that afternoon in 
the House of Commons on the report of the Commission on the 
third London airport that the Government intended to reach an 
early decision on the reporfs proposals. The complex procedures 
of land acquisition would take time in any event; and unnecessarily 
protracted uncertainty would depress property values in all the areas 
under discussion. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet agreed that it should be made clear that the Government 
wished to reach and to announce a conclusion at the earliest possible 
moment. But adequate time must be allowed to take into account 
the views expressed in debates in both Houses of Parliament; and 
there should be no commitment to an announcement before the 
Easter Recess. 

The C a b i n e t -
Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Secretary of State for 
the Environment to be guided accordingly. 

SECRET 

2. The Foreign and Commonwealth Secretary said that the 
two Brazilian and United States officials who had been kidnapped 
and detained in Uruguay by the Tupamaros had now been released; 
the latter apparently because he had suffered a mild heart attack. 
This seemed to confirm the supposition that the British Ambassador, 
Mr. Jackson, was alive and in reasonable health. There had been 
some indications that his captors might consider releasing him in 
return for the payment of a sum of money; and these indications 
were now being investigated. 

The Foreign and Commonwealth Secretary said that the 
situation in East Pakistan was deteriorating. The local political 
leader,. Sheikh Mujib, was pressing for a degree of autonomy for 
the East Wing; and he enjoyed widespread public support. President 
Yahya Khan of Pakistan was not prepared to concede autonomy 
and was trying to reimpose military rule in East Pakistan. But 
political sentiment was increasingly opposed to this course; and it 
was not impossible that the East Wing would secede from the larger 

- 3 
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West Wing and that, as a result, the State of Pakistan would be 
fragmented. 

The Foreign and Commonwealth Secretary confirmed that the 
reply of the Government of Israel to the recent initiative of the 
Special Representative of the Secretary-General of the United 
Nations, Dr. Jarring, had been negative. The Government of the 
United Arab Republic, however, seemed prepared to interpret this 
as a tactical device rather than a decision of policy designed to 
bring the dialogue to an end. There were accordingly grounds for 
believing that the present cease-fire, which was due to expire om 
7 March, might be extended. Meanwhile we were co-operating with; 
the other Permanent Members of the Security Council in the detailed; 
consideration of the international guarantees which would be 
appropriate to a settlement. 

The Foreign and Commonwealth Secretary said that it was not 
yet clear how our announcement that we were prepared to authorise 
the sale of Wasp helicopters to South Africa would be received by 
the Commonwealth Governments who had agreed, at the recent 
Meeting of Commonwealth Heads of Government at Singapore, tojf 
constitute a study group on the security of the sea routes in the.-' 
Indian Ocean and the South Atlantic. The Commonwealth^ 
Secretary-General, Mr. Arnold Smith, was now consulting them.fl 
Meanwhile, we should continue to indicate that we remained 
prepared to participate in a study group if it was the wish of othei 
Members of the Commonwealth that one should be constituted. 

The C a b i n e t -
Took note of the statements by the Foreign andj 
Commonwealth Secretary. A 

SECRET! 
3. The Secretary of State for Trade and Industry said that the! 

negotiations between the Libyan Government and the oil companies! 
were developing unfavourably; it now seemed unlikely that thejl 
would lead to an outcome which we should regard as satisfactory^ 
If the Libyan Government imposed a complete embargo on opf 
shipments, we should need to consider supplementing our supph$l 
from other sources or limiting consumption by voluntary methodsf 

The Foreign and Commonwealth Secretary agreed that o i l 
relations with Libya were entering a critical phase. He would i f 
referring the matter to the Defence and Oversea Policy CornrnitteJ 
within the next few days. 



The C a b i n e t -

Took note of the statements by the Secretary of State for 
Trade and Industry and the Foreign and Commonwealth 
Secretary. 

SECRET 

Royce *4. The Foreign and Commonwealth Secretary said that 
critical reactions in foreign countries to the Rolls-Royce failure 
were increasingly disturbing. There were indications that serious 
damage to the prestige of British industry had been caused in 
Canada and the United States and that the Governments of those 
countries were concerned about the consequences for undertakings 
in their own jurisdictions. Coming at this time, these developments 
would further complicate what would in any case have been difficult 
negotiations with the United States Government on matters such as 
those arising from our approach to Europe and our plans for the 
improvement of European defence. 

The Secretary of State for Defence said that negotiations had 
taken place with the Lockheed Corporation during the previous two 
days about the basis on which a new contract might be arranged 
for the RB211 engine. Our negotiators had gained two clear 
impressions: first, that Lockheed were in no position to undertake 
commitments involving significantly increased liabilities for 
themselves; second, that they thought that our cost estimates for 
continuing the R B 2 1 1 project were inflated. Nevertheless, it was 
important that a breakdown in the negotiations, if it proved 
inevitable, should be on the basis of a United Kingdom offer which 
was demonstrably reasonable. After discussion in the Ministerial 
Group on Rolls-Royce and with the approval of the Prime Minister, 
he had therefore put to Lockheed on the previous day a proposal 
which, in effect, invited the Corporation to back their own judgment 
that the costs of continuing the RB211 would be lower than we 
believed. We had proposed that Rolls-Royce (1971) Ltd. and 
Lockheed should establish a joint company to share the management 
and risk of the project, the detailed execution of which would be 
sub-contracted to Rolls-Royce (1971); that the United Kingdom 
Government should contribute £60 million, in addition to money 
already spent, to development costs and that Lockheed should bear 
any excess development costs; that a new contract should be made 
with Lockheed for the purchase of RB 211 engines on the basis of an 
average increase of £140,000 in the price per engine (a figure some 

* Previously recorded in a Confidential Annex. 

SECRET 
B* 2132969-3 



£50,000 below our own estimate of average production costs); and 
that any production cost excess should be borne equally by 
Rolls-Royce and Lockheed. We had further proposed that all profits 
or losses which might accrue over the lifetime of the RB 211 project 
should similarly be shared equally by Rolls-Royce and Lockheed; 
that Lockheed and the airlines should agree to waive all penalties 
arising under the original contract for late delivery; and that any 
new arrangements should be on the basis of a waiver of penalty for 
six months' delay and only a modest penalty for three months 
thereafter. In addition, we would require cash assistance to be 
arranged with United States banks, e.g. by means of appropriate 
progress payments; and there should be cross-warranty 
arrangements, involving both Governments, under which the United 
States Government or United States banks would provide a warranty 
to recompense the United Kingdom Government for the money 
invested from the date of the new agreement if the Lockheed 
programme of TriStar aircraft were subsequently abandoned. 

The President of Lockheed, Mr. Haughton, had made it clear 
that he was in no position to accept a settlement of this kind; and 
that his Corporation lacked the resources or credit to undertake 
their share of the risks, even if the engine itself was delivered to 
them at the original contract price. He claimed that the furthest he 
could go would be to pay some £40,000 more per engine and to 
waive claims for six months ' delay. It had been made clear to 
Mr. Haughton, however, that such an offer would provide no basis 
for further negotiations; and he had then agreed, though without 
holding out much hope of success, to submit our revised proposals 
to his bankers, the United States Government and the United States 
airlines later that week. Since the negotiations were approaching 
so closely to a breakdown and the gap between the two sides was 
so wide, it would be desirable that the Prime Minister should 
himself see Mr. Haughton before his return to the United States 
and should perhaps indicate to him that, subject to Lockheed's 
acceptance of the remaining elements in the settlement which we had 
offered, we would regard the revised price of £140,000 for the engine 
itself as open to further negotiation. That, however, was the furthest 
we should go at the present stage. 

The Attorney-General said that arrangements had now been 
made for the protection of Rolls-Royce patents against any claim for 
their sequestration in the United States and that he hoped to 
arrange for similar protection of the patents in other countries. 
But patent law differed from one country to another; and it might 
not be possible to complete the process for a few days. Meanwhile, 
no public statement on this subject should be made. 

The Prime Minister, summing up a brief discussion, said 
that the Cabinet agreed that, beyond intimating that our estimate 



of £140,000 for the increase which we required in the price of 
the engine might be negotiable, we should show no willingness to 
make further concessions to Lockheed at this stage. Since 
Lockheed's own financial position was precarious, it might be 
dangerous to reach any agreement with them which was not 
supported by cross-warranties at Governmental level; and, 
although our proposals had been conveyed to the United States 
Administration, they had not yet been discussed with them. The 
gulf between our requirements and the offer which Mr. Haughton 
felt that he could make was wide; but, since he had undertaken 
to submit our proposals to his bankers and the United States airlines 
later in the week, it was unlikely that there would be any immediate 
breakdown in the negotiations. Nevertheless, our proposals might 
rapidly become public knowledge; and, in order that they might be 
seen to be fair and reasonable, it would be desirable that they 
should be made known in this country at the appropriate moment. 

The C a b i n e t 

(1)	 Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Secretary of State 
for Defence to be guided accordingly. 

The Lord President said that notice had been given of a Motion 
in the name of Mr. William Rodgers, M P, with substantial support 
from Opposition Members, criticising the Governments failure to 
make a statement on the circumstances of the agreement between 
Rolls-Royce and certain financial institutions in the previous 
autumn, together with a general lack of information on the 
bankruptcy of Rolls-Royce and the position of creditors, and calling 
for an early debate and the publication of a White Paper. An early 
debate was clearly undesirable while negotiations were still 
proceeding. But, since it seemed inevitable that at some point the 
Government would be compelled to publish a White Paper dealing 
with at least the economic factors bearing on their actions with 
respect to Rolls-Royce and the current negotiations, there might be 
advantage in indicating forthwith that a White Paper would be 
published at the appropriate juncture. 

In discussion it was agreed that there could be no question of 
publishing any White Paper until the current negotiations with the 
Lockheed Corporation had been completed. It seemed likely, 
however, that a White Paper would thereafter be desirable for the 
purpose of setting out the results of those negotiations and the 
economic factors which had influenced the Governments decisions. 
Whether the White Paper should go further and deal, in particular, 
with the allegations which had been made in the Press that the 
acceptance houses and the company's creditors had been misled 



during the negotiations with the Government in the previous 
autumn was another question. On the one hand, although it could 
be demonstrated that the suggestion that the Government had 
misled the financial institutions concerned was unfounded and 
irresponsible, the facts were complicated and differing constructions 
had been placed on various Government statements. It might not 
be easy to refute these suggestions convincingly without reference 
to documents and conversations which had been essentially 
confidential in character. The publication of such exchanges would 
be liable to damage the basis of mutual confidence on which such 
discussions were conducted and to make them impossible in the 
future. On the other hand the Government could hardly avoid the 
need to answer the allegations at some point. It might be possible 
to explain the situation by detailing the chronology of events, public 
statements and documents, which should speak for themselves 
without the reinforcement of confidential exchanges. But the 
difficulty of breaching confidence with those who had been parties 
to the various discussions would arise whether the Government I 
explained their actions in a White Paper or in a debate or by any 
other means. A White Paper would at least afford the Government 
an opportunity to set out the facts of the situation logically and 
comprehensively, without the interruptions and distortions which j 
were bound to occur if an explanation were simply given in debate. ; 
Nevertheless, before there was any commitment to publish a White ;; 
Paper it would be desirable that the Cabinet should have an 
opportunity to consider a draft text, indicating the scope and nature 
of the relevant discussions. The inquiry under the Companies Act 
which it was expected would be requested at an extraordinary 
general meeting of the company would deal only with the events 
leading up to the appointment of a Receiver and would not debar 
the Government from publishing a White Paper either about the j 
general economic factors which had influenced the negotiations or j 
about the transactions with the financial interests concerned, if that I 
should seem desirable. 

I 
The Prime Minister, summing up the discussion, said that the I 

Cabinet agreed that it would probably be advisable at the j 
appropriate point to publish a White Paper dealing with the I 
economic considerations affecting the Governments actions in I 
relation to Rolls-Royce and that it would be right to indicate 1 
forthwith that such a White Paper would be published but to make J 
it clear that its content and timing would depend on the course of I 
the important negotiations which were currently in train. The J 
content of the White Paper, and particularly the question whether I 
it could deal with the allegations that the financial institutions I 
concerned had been misled, required further consideration, 1 
particularly in relation to the disclosure of confidential transactions. $ 
Meanwhile, especial care should be taken, in answering questions, J 



not to indicate that the White Paper would necessarily deal with 
the issues raised by Mr. Rodgers' Motion; answers to such questions 
should, indeed, contain no reference to the White Paper. 

The C a b i n e t 

(2) Took note, with approval, of the Prime Minister^	 summing 
up of their discussion and invited the Lord President to 
be guided accordingly. 

(3) Invited the	 Secretary of State for Defence to arrange for 
further consideration to be given, in the course of 
drafting the White Paper, to the desirability of discussing 
the allegations that financial institutions had been misled 
during the Governments negotiations with Rolls-Royce 
in the previous autumn. 

SECRET 

5. The Secretary of State for Employment said that after 
protracted discussions on the previous day, the Post Office Board 
and the Union of Post Office Workers (UPW) had reached agreement 
on the establishment of a body which he had described as a 
" Committee of Sett lement" to inquire into the dispute about the 
pay of postal workers. The terms of reference provided for an 
inquiry into the circumstances of the dispute, which would include 
the financial situation of the Post Office, its utilisation of manpower 
and the present relationship between the Post Office and the U P W ; 
and they required the committee to make recommendations for a 
settlement. The committee would consist of a nominee of each 
side and a mutually agreed chairman. The recommendations of the 
committee (or of the chairman if the committee could not agree) 
would be binding on both sides. The agreement was conditional on 
ratification by the U P W membership, by a ballot of branches, which 
should be completed within a few days, of the unanimous 
recommendation of their Executive in favour of a return to work. 
By agreeing to these conditions the U P W had yielded much ground, 
since the procedure envisaged would be very similar to arbitration, 
which, they had hitherto rejected. 

Although there were risks in a settlement by arbitration, the 
return to work would have been achieved without an increased offer, 
the Government would be able to influence the choice of the 
committee's chairman, and the Department of Employment would 
provide its Secretariat. Moreover, it had proved possible, with the 
help of the Minister of Posts and Telecommunications, to draw the 
terms of reference of the committee sufficiently tightly to prevent 
them from trespassing on the field of Post Office management, a 
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matter in which in any case other unions were concerned and the 
Board themselves were bound by certain statutory obligations. 
Since the committee would be set up not by the Government but 
by the parties to the dispute, the terms of reference did not refer to 
the national interest. Nevertheless, the inclusion of the reference 
to the financial situation of the Post Office should be a safeguard 
against an excessively high settlement. 

The Prime Minister, summing up a short discussion, said that 
the Government had throughout adopted the attitude that, where an 
industry's procedures provided for disputes to be resolved by 
arbitration, as in this instance, it was through arbitration and not 
by industrial action that the union should pursue its claims. There 
were, however, disadvantages about arbitration, particularly in the 
absence of a specific requirement to have regard to the national 
interest, which would need to be taken into account in other cases. 
In the present case the procedure now proposed would need to be 
presented to public opinion with care in order to bring out clearly 
that the strike had been unrewarding for the UPW, who had been 
compelled to accept a means of settlement which they could have 
invoked from the outset. To establish this point could be helpful 
in regard to other disputes. 

The Cabinet— 

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

SECRET 
*6. The Lord Privy Seal said that, at the instance of the Staff 

Side of the Civil Service National Whitley Council, the claim for a 
central pay increase for 140,000 non-industrial civil servants had 
been referred to arbitration. The hearing would take place on 
15 March and the t r ibunals award was likely to be published on 
17 March, before the Post Office " Committee of Set t lement" had 
decided on their recommendations. If, as was possible, the Civil 
Service award exceeded 10 per cent, it might influence the committee 
to make an undesirably high award to postal staffs. The National 
Staff Side, who would earlier have been willing to negotiate a 
settlement on the basis of an increase in the region of 9 - 7 per cent, 
were meeting that morning in order to decide the precise terms of 
their submission to the tribunal. It now seemed too late for them 
to withdraw the reference to arbitration; but it might nevertheless 
be worthwhile approaching their Secretary-General in strict 
confidence in order to ascertain whether there was still any prospect 
of achieving a negotiated settlement on the basis of an increase of 
9 - 7 per cent. 

* Previously recorded in a Confidential Annex. 



The Secretary of State for Employment said that, in addition to 
the risk of prejudicing the Post Office award, there was a danger 
that the negotiations with British Rail, and perhaps other 
negotiations, such as those with the teachers, would be adversely 
affected by an arbitration award to the Civil Service which exceeded 
10 per cent. He would therefore favour negotiating a settlement 
below 10 per cent, if that were still possible. 

The Prime Minister, summing up a brief discussion, said the 
Cabinet agreed that the Lord Privy Seal should explore with the 
Secretary-General of the National Staff Side, in strict confidence 
and on the understanding that he might consult one other member 
of the Staff Side on a similar basis if he wished, whether the Staff 
Side might be willing to withdraw from arbitration and to negotiate 
a settlement on the basis of an increase of 9-7 per cent. If so, he 
should report to the Ministerial Steering Committee on Pay 
Negotiations, who should consider urgently whether, having regard 
to the implications of volunteering an increase of nearly 10 per cent 
at the present time, it would on balance be preferable to reopen 
negotiations by offering, as suggested, 9 - 7 per cent on a " without 
prejudice " basis or to allow the matter to be settled by arbitration. 

The Cabinet— 

Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Lord Privy Seal to 
be guided accordingly. 

CONFIDENTIAL 

7. The Cabinet considered a memorandum by the Minister of 
Agriculture, Fisheries and Food (CP (71) 25) about negotiations with 
the United States regarding proposed changes in our import regime 
for cereals. 

The Minister of Agriculture, Fisheries and Food, said that at 
their meeting on 16 February that the Cabinet had invited him, in 
consultation with the Foreign and Commonwealth Secretary and 
the Secretary of State for Trade and Industry, to make a further 
effort to secure agreement with the United States Administration 
on our proposals to change our import levy arrangements for cereals. 
There had so far been no positive response to our proposals; but, 
since he had circulated his memorandum, the United States 
Government had intimated that there was some hope of reaching 
agreement if we gave them a little more time in which to consider 
the issues involved. It would be necessary to stipulate that they 
should not adopt an obstructive attitude if, in default of eventual 



 j 

agreement with them, we were compelled to apply to the General 
Agreement on Tariffs and Trade (GATT) to unbind our cereals 
tariffs. But, provided that this stipulation was made, it would be 
reasonable to allow them a further opportunity, until the end of the 
following week, to weigh our arguments. If, however, agreement' 
had not been secured by then, the Cabinet should decide to apply 
immediately to GATT. to unbind our tariffs. In the meanwhile it 
was probably unnecessary for the Prime Minister to send a message j 
to the President of the United States. But the Cabinefs agreement 1 
to defer a decision on making an application to G A T T should be 
conveyed to the United States authorities through the United States \ 
Embassy in London; and we should also give notice forthwith to I 
terminate our agreements with our minor suppliers, under which we 
applied country levies to cereals from the countries concerned. 
These agreements required four months' notice of termination. 

The Prime Minister, summing up a brief discussion, said that the j 
Cabinet agreed that, in view of the latest developments, we should j 
not yet apply to GATT to unbind our cereals tariffs. We should,] 
however, immediately give notice to terminate our agreements with j 
our minor cereals suppliers. We should allow a further interval,! 
until mid-March, in which to seek to reach agreement with the I 
United States interests. But, if no agreement had been concluded! 
by then, it would be necessary for the Cabinet to decide whether to I 
start the procedures to unbind our tariffs. The Chancellor of the j 
Duchy of Lancaster should be guided accordingly in his forthcoming) 
visit to Washington, during which he might find it helpful to bejj 
supported by a representative of the Ministry of Agriculture,! 
Fisheries and Food. I 

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

discussion by the Prime Minister. 
(2) Invited the Minister	 of Agriculture, Fisheries and Food, inl 

consultation with the Chancellor of the Duchy oil 
Lancaster— , , I 

(i) to	 pursue negotiations with the United States 1 
authorities as indicated in the Prime Ministers 1 
summing up of their discussion; 

(ii) to	 arrange for our minor overseas suppliers to bej 
given notice of termination of our bilaterall 
agreements with them on cereals. 
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Pakistan 
Previous 
Reference: 
CM (71) 12th 
Conclusions, 
Minute 2 

Reconstruction 
of National 
Insurance 

Previous 
Reference: 
CM (71) 9th 
Conclusions, 
Minute 4 

CONFIDENTIAL 
1. The Cabinet were informed that, in the light of the prospect 

of civil disorder in East Pakistan, preparations had been made for the 
evacuation of British subjects in so far as this might prove possible 
and desirable if the situation deteriorated further. A certain number 
of women and children were in fact leaving that day; but, in view of 
the delicacy of the constitutional relations at issue between the East 
and West Wings of Pakistan, it would be advisable to avoid any 
public reference to action of this nature for the time being. 

CONFIDENTIAL 
2. The Cabinet considered a memorandum by the Home 

Secretary on the reconstruction of national insurance (CP (71) 26). 
They also had before them earlier memoranda by the Secretary of 
State for Social Services (CP (71) 12 and 13). 

The Home Secretary said that, in the light of the discussion by 
the Cabinet at their meeting on 9 February, the Social Services 
Committee had reconsidered the proposals in CP (71) 12 and 13 for 
the reconstruction of national insurance. In their earlier discussion 
the Cabinet had been concerned lest the proposal to fix the employers' 
contribution under the basic scheme at 1\ per cent and the employees' 
at 5i per cent might be liable to diminish the profitability of industry 
and, therefore, to retard investment and growth. The Committee, 
however, had considered that, although the extra contribution from 
employers would not be without effect on profits, in the longer term 
the burden would probably be passed on in price increases, leading 
to a cost-of-living increase of between \ and 1 per cent, or less if, 
as was possible, the joint contribution requirement were reduced. 
The Exchequer, for its part, could make no higher contribution if 
commitments on tax reform were to be honoured; and the proposed 
increase in the employees' contribution could not be further raised 
without the risk of promoting inflated wage claims. Since the 
employers' share of the total contribution to the Reserve Scheme 
also could not be reduced if it were to compare reasonably with 
occupational scheme practice, the Committee had concluded that the 
contribution pattern was the best that could be achieved. If, 
however, it became possible to reduce the total contribution 
requirement, the burden on the employers might also be eased, 
although the allocation of any saving would be for later consideration. 

The Committee had recognised that there were risks in the 
establishment of a funded Reserve Scheme; but they had considered 
that the proposed safeguards would reduce the dangers of an undue 
concentration of investment power and would present a sufficiently 
formidable obstacle to future misuse. They had also concluded that, 
although the Reserve Scheme might lead to pressure for the funding 
of public service schemes, it need not inevitably lead to their having 
to be so treated; and, although they had not thought it necessary to 
decide at this stage that no public service scheme should be funded, 
they had noted that the difficulties of funding were formidable. 
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Finally, the Gommittee, while agreeing that the manpower 1 


acceptable new scheme, given the need to keep the present scheme in ] 

operation while the new one was being prepared.: 


implications of the proposals in the short term were not negligible, I 

had been satisfied that they were an inevitable consequence of any I 


. . . . . . . . I . - . - .: . . . - . - . - . . . . -

The Prime Minister, summing up a brief discussion, said that the j 
Cabinet now agreed that the Secretary of State for Social Services ) 
should consult in confidence the outside-bodies concerned and 
should circulate a draft White Paper on the reconstruction of national f 
insurance forconsideration by the Cabinet in due course. 

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

up of their discussion. 

(2) Invited the Secretary of State for Social Services to proceed 1 

with confidential discussions on the reconstruction of f 

national insurance on the basis of the proposals in \ 

CP (71) 13 and with the preparation of a draft White 

Paper on the reconstruction of national insurance, for \ 

circulation to the Cabinet in due course. 


1 


SECRET \ 

Social Security 3. The Cabinet considered a memorandum by the Secretary of 1 


in the social security system. 

Review 1971 s t a t e for Social Services (CP (71) 27), making proposals for changes \ 


I 

The Secretary of State for Social Services said that the Cabinet j 


had already decided that the uprating of the main social security j 

benefits in the current year should only compensate for the rise in \ 

prices since the last uprating in 1969; but that selective improvements \ 

should be introduced costing not more than £45 million a year. He I 

would be bringing his detailed proposals before the Cabinet at a later j 

stage, together with proposals for corresponding changes in the j 

system of contributions. Meanwhile, his present memorandum 

dealt with three issues: the scope and nature of the selective I 

improvements in benefits to be introduced at the same time as the I 

uprating; possible changes in the earnings-related supplement to I 

benefits and the contribution limits; and the curtailment of the abuse 1 


v of unemployment benefit by some occupational pensioners. The 1 


Services Committee were concentrated on the chronic sick and the 

very old in accordance with the pledges given in the Conservative j 


selective improvements, which had been approved by the Social I 


Party Manifesto at the General Election. For the. chronic sick he I 

proposed to introduce an invalidity pension at the present basic 1 

sickness benefit rate, which would be supplemented by invalidity 1 


": *  7 : ; allowances at varying rates toieompensate for the fact that those who J 
\- - were: incapacitated;at an early age would have had little or no chance J 

of acquiring savings or occupational pension rights. In addition, he j 
(proposed t o extend to working wives of invalidity pensioners the more j 

generous earnings rules at present applying to retirement pensioners 



and to increase the allowances paid in respect of dependent children. 
These improvements would absorb £21 million of the £45 million 
available. For the very old he proposed to extend retirement 
pensions to all non-pensioners over 80 and at the same time to pay 
an age addition of 25p per week to all retirement pensioners over 
that age, with corresponding provision for those drawing 
supplementary benefit. He also proposed to relax the earnings rule, 
to increase the increments for deferred retirement and to make a 
number of minor improvements, including some easements for war 
pensioners and an increase in the scale rates for adolescents in 
supplementary benefit households. As regards earnings-related 
supplement to benefits, he had had further discussions with the Chief 
Secretary, Treasury, and would be bringing amended proposals before 
the Social Services Committee shortly. The problem of the abuse 
of unemployment benefit by some occupational pensioners had been 
considered by the National Insurance Advisory Committee, who had 
made recommendations which, with some modifications, formed the 
basis of regulations laid before Parliament by the previous 
Administration. These, however, had been strongly criticised and 
had not been approved when Parliament was dissolved. But the 
abuse was undoubted and was increasing; and occupational 
pensioners were continuing to register for employment without any 
intention of accepting a job simply in order to found a claim for bene
fit. His modified proposals retained the main features of the Advisory 
Committee's recommendations but also made a number of 
concessions. The previous Administration^ proposals had caused 
much resentment because occupational pensioners barred from 
unemployment benefit would still have been required to pay a full 
national insurance contribution. He proposed to deal with this 
objection by providing that payment of any such contribution should 
be voluntary, although those who did not contribute would receive 
a correspondingly lower retirement pension. He also proposed to 
raise to £30 a week the income limit at which the test of intention to 
work applied and to provide that there should be no reduction of 
benefits to pensioners with less than £18 a week. These modifications 
would reduce the expected saving from £3 million a year to £2 
million; but they should render the proposals generally acceptable. 
He proposed to publish a White Paper setting out his proposals shortly 
after the Budget Statement and to introduce the necessary Bill at 
the end of April or early in May. 

In discussion there was general acceptance of the suggested 
selective improvements. The proposals for restricting the entitlement 
of some occupational pensioners to unemployment benefit, however, 
were seen to involve an awkward conflict of principle, since the 
Government were pledged both to deal with abuses of the social 
security system and to maintain the payment of unemployment 
benefit as of right in return for contributions. 

In favour of taking the action proposed by the Secretary of State 
it was pointed out that the Government had already announced their 
intention to stop payment of benefits in respect of the waiting days; 
suspended workers would soon be losing their right to unemployment 
benefit: and legislation was envisaged to curtail benefits to strikers. 
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Moreover, an inquiry into abuses of the social security system would 
shortly be announced. If, against this background, the Government 
failed to deal with the abuse of benefit by occupational pensioners, 
they would be accused of having one law for the rich and another for 
the poor. By exempting occupational pensioners from the 
requirement to pay insurance contributions, they would remove one 
of the main grounds of objection to the previous Administration^ 
proposals; and, given the higher income limits now proposed, only 
a few thousand pensioners would be directly affected. It would be 
a mistake to delay tackling the problem; the number of pensioners 
registering for employment had trebled in the past two years and 
would increase rapidly if no action was taken. 

On the other hand the proposals would be unpopular with many 
of the Governments supporters, who would maintain that they 
constituted a violation of the contributory principle; and their 
inclusion in the forthcoming National Insurance Bill might even 
imperil its passage. It would be argued that pensioners were being 
singled out for attack when the objective should be to deal with 
individuals of working age who found it more profitable to rely on 
social security than to find a job. If taxation of social security 
benefits proved practicable, this might provide a better way of dealing 
with the problem of the well-off pensioner; in the meantime it would 
be a mistake to embark on provocative measures. 

In further discussion it was suggested that the Government 
would be well advised not to announce the proposed inquiry into 
abuses of the social security system until they had completed all the 
direct action proposed and had introduced the Social Security Bill. 
It was important to avoid a situation in which the proposals in the 
Bill might begin to be publicly discussed before it had even been 
introduced. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the selective improvements proposed in CP (71) 27 
and noted that the Secretary of State for Social Services would be 
bringing before them shortly proposals for changing the contribution 
structure. They were not wholly persuaded, however, of the wisdom 
of his proposals for restricting the right of some occupational 
pensioners to unemployment benefit; and, although they agreed that 
preparations should go forward on the assumption that these 
proposals were acceptable, they would need to consider the matter 
further before the proposed White Paper was published or the 
relevant legislation was introduced. 

The C a b i n e t 
(1) Took note, with approval,	 of the Prime Ministers summing 

up of their discussion. 

(2) Approved the selective improvements proposed in CP (71) 27. 

(3) Agreed	 to resume consideration of the eligibility of 
occupational pensioners for unemployment benefit at a 
future meeting. 



SECRET 
ementary 4. The Cabinet considered a memorandum by the Secretary of 

State for Social Services (CP (71) 28) about the payment of supple
mentary benefits in trade disputes. 

The Secretary of State for Social Services said that, when the 
Cabinet had decided to reduce from £4 to £1 a week the " disregard " 
of a str ikers personal income in the computation of supplementary 
benefit payable to his family during a strike and to make supple
mentary benefit paid immediately after a strike repayable, they had 
also decided to refrain for the time being from proceeding with the 
proposal to make supplementary benefit paid during a strike recover
able afterwards, although further consideration of this possibility in 
the light of developments had not been excluded. During the postal 
dispute more than £2 million of supplementary benefit had been paid 
in respect of the families of strikers—a sum far greater than had been 
paid out during all the industrial disputes in the previous year; and 
in these circumstances he had thought it right to bring the matter 
before the Cabinet again before a decision was taken to introduce the 
Social Security Bill which embodied the Cabinets earlier decisions. 

But although, if supplementary benefit paid during a strike were 
to be recovered, it would be possible to mitigate some of the hardship 
involved in the repayments by limiting the requirement to repay to 
those with relatively high earnings, there were powerful considera
tions against including a recovery provision in the Social Security Bill. 
First, it would affect not only strikers in the ordinary sense of the 
word but also those who were laid off through no fault of their own 
as a result of a strike. Second, the payment of supplementary benefit 
was a marginal consideration in strikes generally; and to enforce its 
repayment was not likely to have any substantial effect as a deterrent. 
Third, such a provision would tend to alienate moderate opinion, 
which at present supported the principles of the Industrial Relations 
Bill. Finally, it would require additional staff and would entail some 
dislocation of the normal work of the Department of Health and 
Social Security. For these reasons a provision for recovery would 
be liable to produce an adverse reaction without yielding any sub
stantial compensating advantage. 

The Secretary of State for Employment said that, although 
provision for recovery would affect only long strikes, these were 
tending to increase in number; and the proposed provision should 
accordingly have a significant deterrent effect. The degree of hard
ship and bitterness which it would generate would depend on the 
precise terms of repayment. Given that the objective must be to 
create a deterrent to strikes without withholding necessary assistance 
from the families of strikers, this might be more effectively achieved 
by generous loans than by reducing the amount of cash grants. If 
so, however, the " disregard " should not be reduced, as had earlier 
been decided. It was important to seek to compel the trade unions 
to declare themselves unmistakably for or against a particular strike 
and, if they supported a strike, to sustain it from their own funds. 
But to reduce the " disregard " would make it pointless for the unions 



to make strike pay in excess of £1 a week to families which could 

draw supplementary benefit, since they could not increase the total 

cash resources available to a striker during a strike. The recovery of 

benefit would better serve the purpose of obliging the trade unions 

to declare themselves. 


I 
In discussion there was general agreement that any proposal which 1 

had as its object the deterrence of strikes would be successful only 1 
if it commended itself to moderate opinion. Many industrial disputes I 
were fomented by militant elements; and the Governments purpose I 
should be to help moderate trade unions to withstand such pressure 1 
and to acquire greater influence in union decisions. It could be 1 
argued that provision for the recovery of supplementary benefit paid j 
during a strike would secure this objective by providing moderate :\ 
trade unionists with a convincing reason why a decision should not \ 
be taken to strike except as a last resort and after full deliberation of 
the financial consequences of a strike for the members of the union. 1 
Moreover, the relief of hardship by means of a loan rather than an f 
outright grant could not be regarded as unreasonable in principle. 3 
Indeed, public opinion regarded the present situation as one in which ; 
the Government were in effect subsidising strikes by the payment of ] 
supplementary benefit to strikers' families. On the other hand the \ 
effect of a provision for recovery of benefit would be to alienate 
moderate trade unionists and to drive them to make common cause j 
with the more militant elements. It would be regarded as a harsh act 1 
by a Government determined to stop strikes at all costs. This would I 
be the more regrettable in that it could not be maintained that no j 
strike was ever justified; but to require the recovery of supplementary ; 
benefit paid for the purpose of relieving hardship would give the j 
appearance that the Government were deliberately taking the side of 1 
employers against employees. The lingering bitterness involved in 
the process of recovery after a strike might well tend to prolong 
strikes; and it might even become a condition of a settlement that the 
employer should discharge the supplementary benefit debt. 

It was also questioned whether the conversion of supplementary \ 
benefit paid for the families of strikers from an outright grant to a : 
loan would be the best deterrent to industrial action. The reduction I 
in the cash payments actually made during a strike might be more ) 
effective. Indeed, it might be possible to reduce the " disregard " j 
still further or even to eliminate it entirely; and it was also for con- ! 

:sideration whether the present rule under which a relatively large
proportion of capital savings was disregarded should continue to j 
apply in a strike. 

i 
In further discussion, it was suggested that supplementary benefit \ 

payments should be included in annual assessments for income tax 
purposes. It was argued against this course that the recovery of the 
tax on such payments would involve considerable practical difficulties, i 
that it would not be as effective a deterrent as the recovery of benefit 
and that it might be held to be wrong in principle to levy tax on \ 
payments which had been calculated to meet specific needs. It was I 
argued on the other hand that it should be posssible to make altera- j 
tions in PA YE codes by a simple reference from the Supplementary 



Benefit Commission and that it was unacceptable as a matter of 
principle that one particular source of income should escape assess
ment for tax. The levying of income tax on supplementary benefit 
payments when assessed as part of annual income could not be 
criticised as discriminatory or unreasonable; and, as a deterrent to 
ill-considered strikes, it should evoke less bitterness and hardship 
than the recovery of supplementary benefits made by way of a loan. 
The consideration which was currently being given to the structure of 
the PAYE system might result in the elimination of immediate PA YE 
refunds; but only as a long-term consequence. Further thought 
might be given to making special provision to defer the payment of 
refunds during a strike, if it were decided that supplementary benefit 
should be made recoverable. 

The Prime Minister, summing up the discussion, said that, 
although it was generally agreed that the objective must be to provide 
a deterrent to strikes which would have the support of moderate 
opinion in the trade unions and would sustain their position against 
militant elements, the Cabinet were not agreed on the relative effect 
for this purpose of the various proposals which they had considered. 
Further discussion would be assisted by a comprehensive statement 
of the various courses open to the Government in meeting the 
objectives which he had described, analysing and assessing the con
sequences of each of them. 

The Cabinet— 
(1) Agreed to resume their discussion	 of supplementary benefit 

in trade disputes at an early meeting. 
(2) Took	 note that the Prime Minister would arrange for the 

preparation of a statement of the courses open to the 
Government and their consequences. 

SECRET 
5. The Cabinet reviewed the latest developments in the situation 

in Northern Ireland; the conclusions reached were separately recorded 
and circulated only to The Queen, the Prime Minister and those 
Ministers who had to take action. 

The conclusions are recorded separately on the standard file 
held by the Secretary of the Cabinet. 

C O N F I D E N T I A L 
6. The Cabinet were informed that the Speaker had given 

permission for a Private Notice Question to be addressed that after
noon to the Secretary of State for Trade and Industry about the 
proposed merger between the Daily Mail and the Sketch newspapers. 
It was agreed that this was not a matter which engaged any Minis
terial responsibility and that the Question should be dealt with 
accordingly. 
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CONFIDENTIAL 
7. The Minister of Agriculture, Fisheries and Food said that in 

the course of the Fa rm Price Review the farmers' unions had asked 
for an award of at least £150 million. They had indicated that it 
would assist them presentationally if the amount could be at least 
£141 million, although even at that figure they would not be able 
formally to agree to the award. On the other hand the Cabinet 
had agreed on 25 February that the total award should not exceed 
£138 million. An award at this figure should in fact be readily 
defensible; and, despite the criticism which it would evoke from the 
farmers' unions, he did not recommend a higher sum. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet agreed that the total award should not exceed £138 
million, even though an extra £3 million might temper the farmers' 
unions' criticism. If anything, an award of £138 million was likely to 
appear generous to public opinion. 

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

CONFIDENTIAL! 
8. The Prime Minister informed the Cabinet that the forecast! 

of Civil Service manpower for 1 April still exceeded the figure ofj 
500,000 which it had been agreed should be the upper limit as at thai 
date. He asked all Ministers in charge of Departments to renew theifi 
efforts, in collaboration with the Lord Privy Seal, to effect the necesl 
sary further reduction during the next few weeks. 

CONFIDENTS 
 9. The Prime Minister reminded the Cabinet that any majqf 

 Committee or Commission of Inquiry which was established hence
forward would be liable to take at least two years to discharge if 
remit and that any resultant action might therefore be unlikely f 
produce results until 1974. Before recommending the appointmel 
of such inquiries, therefore, Ministers should consider carefully th 
probable timescale within which the action required to implemeii 
their recommendations would become effective. I 

Cabinet Office, 
9 March, 1971. 
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C M 14 (71) 

CONFIDENTIAL 

1. The Cabinet considered a memorandum by the Minister of 
Posts and Telecommunications (CP (71) 29), to which was appended 
a draft White Paper on commercial radio. 

The Minister of Posts and Telecommunications said that the 
draft White Paper proposed the establishment of an Independent 
Broadcasting Authority (IBA) to supervise a commercial radio 
service consisting of a national programme and up to 60 local private 
enterprise stations. The proposed national programme would 
supersede the Radio 1 service of the British Broadcasting Corporation 
(BBC); but the BBC would be allowed to keep the 20 local stations 
which had been approved by the Cabinet at their meeting on 30 July, 
1970. The pledge in the Conservative Party's Manifesto at the 
General Election had been limited to the introduction of commercial 
radio at the local level; but at that time it had also been assumed that 
the BBC would not be providing local radio services. The addition 
of a national programme to the local commercial radio services should 
result in a better balance of competition between the BBC and 
commercial radio and should enable the latter to become effective 
more quickly. It should also facilitate a satisfactory agreement with 
the Musicians' Union on the use of recorded, material and should 
provide commercial radio with more adequate resources for the 
establishment of a good central news service. It would, admittedly, 
be opposed by the BBC; and there would also be opposition from the 
Press, from some of the Governments supporters and from some of 
those interested in setting up local commercial stations. When the 
Ministerial Committee on Broadcasting had examined the draft 
White Paper, however, a majority had considered that the balance 
of argument inclined in favour of introducing the proposed national 
programme in place of BBC Radio 1, while allowing the Corporation 
to keep their 20 local stations. Supervision of commercial radio 
could be entrusted to the Independent Television Authority (ITA) as 
an alternative to setting up a new authority. But there would then 
be a risk that the ITA would treat commercial radio as a secondary 
concern, whereas the creation of an IBA would ensure that it was 
vigorously developed. The majority of the Ministerial Committee 
had considered that, if there was to be a national service, it should 
be the responsibility of an Authority other than the ITA. In view 
of the uncertainty whether funds for the IBA could be obtained 
from other sources without a Treasury guarantee, it should be 
financed from the National Loans F u n d ; and, if local commercial 
radio was to extend beyond the major conurbations, it would be 
necessary to introduce some element of cross-subsidisation between 
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the local stations, as had already been done in the case of commercial 
television. 

In discussion there was some support for the view that, a national I 


that the substitution of the national commercial programme for BBC ') 

Radio 1 would improve the range of radio services. On the other j 

hand the Election pledge about commercial radio had been concerned 

with the introduction of a local private enterprise radio service; 


programme, operated by a new public authority, was different from 


inconsistent with it. Moreover, it could not be confidently predicted ; 

that competition at national level would improve the quality of radio ; 


effect on Government relations with the communications media j 


to carry out the Election pledge. This need not necessarily rule out J 


some future time. 


programme would strengthen the viability of commercial radio and I 


and it was arguable that the introduction of a national commercial I 


the concept with which that pledge was concerned and, indeed, was i 


programmes. There was no strong feeling in the country that a 

national commercial programme should be introduced; and it would j 

arouse opposition from all the other communications media, including j 

the BBC, the Press and local commercial radio. While the amount 

of additional advertising revenue absorbed by a national programme ! 

would be small in relation to all advertising revenue the recent j 

newspaper closures would inevitably lead the Press to form an 1 

exaggerated impression of the risk to their financial position. The I 


would be liable to be serious; and this might hinder the effective 1 

presentation of the Governments case on a wide range of national I 

issues. In these circumstances it would be preferable to limit action I 

at present to the steps which were immediately necessary in order I 


the possibility of introducing a national commercial programme at 1 


In further discussion the following main points were made : 

(a) If the existing BBC local stations were retained, it might be 1 


particular groups in the community, it seemed preferable on balance if 

not to make any reference to the possibility now. 


more difficult for local commercial radio to establish a footing in 1 

those areas where the Corporation was already operating. On the 1 

other hand the BBC local stations were not competing for advertising 1 

revenue; and to insist that they should now be withdrawn would 1 

arouse disproportionate opposition from the Corporation and public 1 

opinion. The draft White Paper, however, suggested that in the 1 

longer term the BBC might further extend their local radio services, 1 

While this could be defended on the grounds that a service financed 1 

through a national licence fee should not indefinitely be limited to 1 


(b) If an IB A were established, it was arguable that it should! 

not be financed from the National Loans Fund, since this would I 




increase public expenditure and would be contrary to the principle 
that independent radio ought, like other private commercial 
enterprises, to be self-supporting. In any case, however, the 
argument for an IBA was substantially weakened if there was to be 
no national commercial programme. The responsibility for 
supervision could conveniently be assigned to the IT A, who could 
also provide the central news service for commercial radio. 
Independent Television News were believed to be unwilling to 
undertake this commitment, since they felt that their strength lay in 
concentrating on television as a medium. But they would collaborate 
fully with the news service provided for commercial radio. 

(c) In the case of commercial television it had been found 
necessary for the ITA to charge at different rates for the services 
which they provided, depending on the capacity of the programme 
company to pay. A similar policy might be necessary if local 
commercial radio was to be viable outside the major conurbations. 
On the other hand, if private enterprise was to be attracted to 
commercial radio, it was necessary that it should be allowed to 
make profits. While the possibility of differential charges need not 
be ruled out, no reference should be made to this point in the White 
Paper. If the supervision of local commercial radio was left to the 
ITA, it could anyway be assumed that the ITA would follow their 
existing practice in the matter. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Government proposals for commercial radio 
should not include a national programme. Supervision of the local 
commercial radio stations should be entrusted to the ITA, who 
would provide the necessary central news service. The BBC should 
be allowed to keep the 20 local radio stations whose establishment 
had already been approved; but there should be no reference in the 
White Paper to the possibility that their local radio services might be 
further extended. There should also be no explicit reference to the 
possibility of differential charges for the central services provided by 
the ITA for the local commercial radio stations. The Minister of 
Posts and Telecommunications, in consultation with the Lord 
President, should now redraft the White Paper in the light of the 
Cabinefs decisions on these points, with a view to publication before 
the Easter Recess, and should circulate the revised draft to the 
Cabinet for their information. 

The C a b i n e t 

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister. 
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Supplementary 
Benefit in 
Trade Disputes 

Previous 
Reference: 
CM (71) 13th 
Conclusions, 
Minute 4 

(2) Invited the Minister of Posts and Telecommunications, ihl 
-consultation with the Lord President, to revise the dratt: , 

White Paper as indicated in the Prime Minister^ summing 
up of their discussion, with a view to its publication before g 
the Easter Recess.

SECRET! 

2. The Cabinet resumed their discussion of a memorandum byl 
the Secretary of State for Social Services (CP (71) 28) about! 
supplementary benefit in trade disputes. They also had before them! 
a note by officials (CP (71) 30) describing the effects of the various! 
measures under consideration. 

In discussion of CP (71) 30 there was general agreement that the! 
existing basis on which capital savings were dealt with for purposes! 
of calculating the entitlement of strikers to supplementary benefit! 
should not be altered. As regards the taxation of supplementary! 
benefit paid during trade disputes, this could not be effected merely! 
by the removal of the present exemption; and fresh legislation! 
would therefore be needed. It was agreed that in these circumstances! 
the suggestion should not be pursued. Equally, the discrimination 1 
involved in deferring PAYE refunds to strikers alone was not! 
defensible, although current studies of the structure of PAYE mightf 
change the position in due course. The Cabinet therefore faced af 
choice between providing for the recovery of supplementary benefit! 
paid during a strike; reducing the " disregard " of a strikers personal! 
income in the computation of supplementary benefit payable to hisl 
family during a strike; and adopting both these measures. 

The Secretary of State for Employment said that a provision! 
that supplementary benefit paid during a strike should be recovered! 
after the strike was in his view the measure most likely to redress the;! 
balance of advantage which strikers now derived from the social! 
security system and to secure the important objective of forcing the! 
trade unions not only to declare themselves unequivocally for orf 
against particular strikes but also to sustain from their own resources! 
those strikes which they decided to endorse. The Confederation off 
British Industries, while recognising the additional administrative! 
burden which would be imposed on employers, nevertheless favoured! 
a provision for recovery. If so, however, the resultant hardship ton 
the lower paid should be mitigated by, for example, establishing af 
level of protected earnings and a maximum period of liability to! 
repay; and, if the principle of recovery was adopted, the " disregard "f 



should not be reduced. A change in the system which resulted in a 
loan at existing levels of payment was more likely to be acceptable 
to moderate opinion than one involving the reduction of the amount 
of an outright grant, which would be the effect of reducing the 
" disregard ". Not only would a loan at existing levels deal more 
effectively with hardship during a strike; the need for a striker to 
sustain his family by means of a loan rather than a grant was in 
itself a deterrent to strikes. 

In discussion it was recognised that any measure which subjected 
strikers to greater financial pressure might lead to accusations that 
the Government were determined to destroy the strike as an 
industrial weapon. Even so, the recovery of supplementary benefit 
was likely to engender greater controversy than the reduction of 
the " disregard ". It would be represented as discrimination directed 
specifically against strikers, despite the fact that, not every strike was 
unjustified; whereas the primary purpose of the reduction of the 
" disregard " would be to correct an administrative practice which 
the previous Administration had acknowledged to be inconsistent 
with the intentions of the relevant legislation and had therefore 
themselves intended to amend. A provision for recovery, particularly 
if combined with a reduction of the " disregard ", was likely to make 
it even harder to secure the co-operation of the unions in the 
measures which would be needed to give effect to the Industrial 
Relations Bill. The Governments industrial policy at present had 
the support of moderate opinion in the country and in the workshops; 
but excessively severe measures were likely to alienate it. Moreover, 
a reduction of the " disregard " need not necessarily be less effective 
than a provision for recovery of supplementary benefit in compelling 
unions to sustain strikes by the use of their own funds, since they 
might well find it difficult to discriminate in the payment of strike 
pay between married strikers and their unmarried colleagues to 
whom supplementary benefit was not normally available, while 
PA YE refunds already took up all or most of the " disregard " at its 
present level. 

On the other hand, although.the primary objective of reducing the 
" disregard " might be to correct an anomaly of administration, its 
effect would be to reduce the families of strikers to very straitened 
circumstances; and it would therefore be open to the criticism that 
strikers' families would suffer hardship, which it was the proper 
purpose of the social security system to remedy. A provision for 

" the recovery of supplementary benefit at its present level would be 
free from this criticism. If a decision were not taken now to make 



such benefit paid during a strike recoverable, a convenient 1 
opportunity to do so might not recur. Moderate opinion in the! 
country condemned a system under which the Government were in \ 
effect subsidising strikes; and a provision for recovery would i 
command considerable support. Indeed, if the Social Security Bill \ 
were limited to the recovery of supplementary benefit paid after a jj 
strike and to the proposed reduction of the " disregard ", it might \ 
prove difficult convincingly to resist a proposal from some of the j 
Governmenfs supporters in the House of Commons that a provision j 
for recovery should be added. The recovery of supplementary benefit \ 
and the reduction of the " disregard " should, however, be conceived i 
as alternatives; and it was more important to succeed in redressing 
the balance of industrial power in a way which would be both \ 
effective and just than to remedy a deficiency in the administration of 
supplementary benefit. 

The Prime Minister, summing up the discussion, said that it was 
accepted that a combination of recovery of supplementary benefit 
paid during a strike and reduction of the " disregard " would be liable 
to provoke resentment on a scale which would endanger public j 
support for the Governmenfs industrial policies. The recovery of 
supplementary benefit was open to the further criticism that it could 
be represented as imposing on a striker a burden of debt which 
would be unacceptable in the aftermath of a strike; and the prospect 
of this additional liability might itself become a factor in the 
negotiation of the terms on which a strike was finally settled. The 
reduction of the " disregard " was admittedly based to some extent 
on the different considerations deriving from the need to rectify an 
administrative practice which was inconsistent with the purpose of 
the relevant legislation. Nevertheless, it would exercise some degree 
of deterrent effect; and in these circumstances the Cabinet agreed 
that it represented, on balance, the least disadvantageous course. The 
Social Security Bill should therefore provide for the recovery of \ 
supplementary benefit paid after a strike and for the reduction of \ 
the " disregard " to £ 1 ; it should not make provision for the recovery 
of supplementary benefit paid during a strike. 

The Cabinet— 

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

(2) Invited the Secretary of State for	 Social Services to consult, 
the Lord President of the Council about the timing of the 
introduction of the Social Security Bill. 

Cabinet Office, \ 
16 March, 1971. j 

1 
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1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

The Cabinet considered the tactics to be adopted by the 
Governments spokesmen in dealing with the Industrial Relations Bill 
in the House of Lords if the Bill was to be returned to the House 
of Commons in time to enable them to give proper consideration to 
the Lords' amendments. 

SECRET 
2. The Foreign and Commonwealth Secretary said that the 

constitutional deadlock between the East and West Wings of Pakistan 
persisted. President Yahya Khan had flown to Dacca in an attempt 
to promote a compromise between the Central Government and the 
Awami League, who were in effective control of the East Wing. It 
was doubtful whether, if this attempt failed, the control of the Central 
Government could be reasserted by deployment of the army. Some 
250 members of the British community in East Pakistan had now been 
evacuated; it was not proposed to attempt to withdraw any more for 
the time being. 

The Foreign and Commonwealth Secretary said that, as a result 
of the change of Government in Australia, Mr. Gorton had been 
appointed Minister of Defence. He was known to have been critical 
of the concept of a forward defence policy for Australia; but we 
might hope that the arrangements to establish a Five-Power military 
presence in South-East Asia were sufficiently advanced to make it 
unlikely that his new appointment would disrupt them. 

The Foreign and Commonwealth Secretary informed the Cabinet 
of certain arrangements which would become necessary following the 
deployment in Germany of Buccaneer aircraft which, unlike their 
predecessors, would carry British nuclear weapons. We should be 
under an obligation to consult (but not to secure the agreement of) the 
Federal Government of Germany before taking a decision to use 
these weapons; and a " hot l ine" , permitting instant and secure 
communication between London and Bonn, would be installed for 
this purpose. No announcement about this precaution would be 
made, however, until after the Prime Ministers meeting in the 
following week with the Federal German Chancellor, Herr Brandt. 

The Foreign and Commonwealth Secretary reported the 
conclusion of a new offset agreement with the Federal German 
Government. They had agreed to make budgetary payments to us 
amounting to £12-5 million a year for five years from 1 April, 1971. 
In return, we had undertaken to pay our full contribution of 
£6-5 million a year to the North Atlantic Treaty Organisation 
infrastructure programme. From our point of view this arrangement 
represented a significant improvement on its predecessors. 
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Rhodesia 
Previous 
Reference: 
CM (71) 5th 
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Negotiations 
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Community 

Previous 
Reference: 
CM (71) 8th 
Conclusions, 
Minute 3 

The Foreign and Commonwealth Secretary said that in the course 
of a further exchange of messages Mr. Ian Smith, the leader of the 
regime in Salisbury, had claimed that the 1969 Rhodesian Constitu
tion could be held to be consistent with our Five Principles. This 
gave us a possible opening for exploring further the possibility of 
finding a basis for a settlement of the Rhodesian problem; and it was 
proposed that emissaries from London and Salisbury should now 
meet for the purpose. I t would be very desirable to try to keep this 
development strictly confidential, although it might not prove possible 
to do so since there had already been Press speculation on the subject. 

The Cabinet— 

(1) Took note of the statements by the Foreign	 and Common
wealth Secretary. 

The Chancellor of the Duchy of Lancaster said that at their 
meeting on 15 March the Council of the European Economic Com
munity (EEC) had failed to reach agreement on a common negotiating 
position on the three major issues—Commonwealth sugar, New 
Zealand dairy products, the United Kingdom contribution to 
Community finance—and in consequence no progress had been made 
at the Ministerial meeting which he had with the Six on 16 March. 
The Six's failure to agree on a common negotiating position had been 
due to French intransigence. It was no bad thing that the French 
had isolated themselves in this way and could not blame their isolation 
on the United Kingdom. It was clear that the French Government 
attached considerable importance to satisfactory arrangements being 
made for their agricultural exports to the United Kingdom during 
the transitional period: we should have to be prepared with a suitable 
offer on this as part of, but not before, the settlement of the major 
issues in the negotiations. M. Schumann, the French Foreign 
Minister and present Chairman of the EEC Council, had accepted on 
16 March that the Community would seek to make proposals to us 
on Community finance as soon as they could: this was a shift from 
the previous French position that the Community should make no 
counter proposals on Community finance before we had improved on 
our original offer. He had obtained the agreement of the Six to 
additional Ministerial meetings in May with the objective of seeking 
to resolve all major outstanding issues in the course of that month. 
In the interval, the Prime Minister would be visiting the Federal 
German Chancellor and he himself would be visiting The Hague 
and Rome and he hoped that further bilateral exchanges could be 
arranged. 

In discussion it was suggested that those opposed to United 
Kingdom membership of the enlarged Community were now 
convinced that no acceptable terms for entry could be negotiated and 
the morale of those in favour of entry had been correspondingly 
lowered. Unless early progress was made in the negotiations the 
battle for public opinion could be lost. On the other hand it was 
suggested that the French Government were adopting an extremely 



hard line now in the hope of extracting the maximum concessions 
from the United Kingdom. Despite the problems of morale and 
public opinion, the Government must not be rattled into making 
unnecessary concessions. 

The Cabinet— 

(2) Took note. 

SECRET 
3. The Secretary of State for Trade and Industry said that the 

negotiations between the Libyan Government and the oil companies 
were continuing and that the companies' representatives were returning 
to Tripoli that day with a slightly improved offer. There was little 
ground for believing that it would be found more attractive by the 
Libyan Government. It was perhaps significant, however, that there 
were now rumours of possible differences of opinion between the four 
Governments for whom they were acting. 

The Cabinet— 

Took note of the statement by the Secretary of State for 
Trade and Industry. 

SECRET 
4. The Cabinet discussed Northern Ireland; the conclusions 

reached were separately recorded and circulated only to The Queen, 
the Prime Minister and those Ministers who had to take action. 

The conclusions are recorded separately in the standard file held 
by the Secretary of the Cabinet. 

SECRET 
5. The Secretary of State for Defence said that the original 

proposals made to the Lockheed Corporation as a basis for continuing 
development and production of the RB 211 engine had been rejected 
by the Corporation. United Kingdom officials, together with repre
sentatives of Rolls-Royce, were leaving that day to resume discussions 
with the Corporation in order to ascertain whether agreement could 
be reached on new proposals. Our revised offer which had been 
approved by the Ministers directly concerned, meeting under the 
chairmanship of the Prime Minister, was as follows: 

(a) The United Kingdom would accept responsibility for all 
further costs involved in the development of the R B 2 1 1 engine to 
42,000 lb. thrust. 

(b) The Lockheed Corporation would accept a price increase of 
£150,000 per engine over the price originally negotiated. 

, (c) There would be no claims for delay in supplying the RB 211 
under the original contract with Rolls-Royce. 

8 B*2 



, 

(d) There would be a firm warranty frOm the banks or the United 
States Administration for reimbursement of further money 
contributed to the development and production of the RB 211 engine 
by the Government after 3 February, 1971, if for financial r e a s o n s 
but not by reason of technical failure—the TriStar project were 
subsequently abandoned. 

If the Lockheed Corporation accepted these terms, there should 
be no loss on production and the Government could expect to recover 
some part of the launching cost from sales of spares. If a warranty 
on the lines indicated at (d) above were not provided, however, the 
Government would be at risk to the extent of some £200 million. 

The Cabinet— 
Took note, with approval, of the new proposals to be made 
by Her Majesty's Government to the Lockheed Corporation 
for development and production of the RB211 engine. 

CONFIDENTIAL 
Industrial 6. The Secretary of State for Employment said that the total 
Affairs registered unemployment shown by the March count was 754,000 
Unemployment and the increase since the February count on a seasonally adjusted 

basis was 34,000. Identifiable redundancies were also higher than 
at the same time in recent years; and there had been a fall in reported 
vacancies. All these indications suggested that the level of unemploy
ment was still rising. 

Current Pay The Secretary of State for Employment said that the Ford Motor 
Negotiations Company were standing firm on their offer of a pay increase of 14 per 
and Disputes t j ^QJ-Q w e r   grounds for hoping that the strike might shortly c e n  a n (  e

begin to crumble. A similar offer by Vauxhall's however, had been 
rejected by the workers; and, since the company's competitive position 
was too weak for them to face a strike, they were likely to make an 
increased offer in due course. In the railway negotiations the three ? 
unions were to meet on 19 March to consider their attitude to the : 
British Railways Board's offer of a 9 per cent increase. Meanwhile, I 
however, it appeared that the Board might be allowing it to become j 
known that the offer might later be raised to 10 per cent. Following 1 
the rejection by the teachers of an offer of a 9 per cent increase, f 
incorporating pay restructuring, the Chairman of the Burnham Com-1 
mittee had written to ask for arbitration and he had asked both sides f 
to nominate members. It was still uncertain whether the teachers'! 
representatives would be ready to accept arbitration. Teachers in I 
Scotland, who had had their pay scales restructured last year, had! 
accepted an increase of 8£ per cent. The Post Office Board and the I 
Union of Post Office Workers had each nominated a member to the 1 
" Committee of Settlement " which was to make recommendations for 1 
settling the dispute on the pay of postal workers. But agreement hadi 
not yet been reached on the appointment of the Chairman.

The Prime Minister, summing up the discussion, said that the! 
Secretary of State for the Environment should establish whether the J 
British Railways Board had allowed it to be suggested that they I 
intended to raise their pay offer; and if so, he should make appropriate! 
representations to the Board. j 

 1 



The C a b i n e t -
Invited the Secretary of State for the Environment to take 
appropriate action with the British Railways Board as 
indicated in the Prime Minister's summing up. 

SECRET 
7. The Secretary of State for Employment said it appeared 

that the call by the Amalgamated Union of Engineering Workers 
(AUEW) and the Transport and General Workers Union (TGWU) 
for a one-day strike that day in protest against the Industrial Relations 
Bill had won a general, if reluctant, response from the membership. 
Although a politically motivated strike of this kind might be open to 
action at law, it would be unwise for the Government to encourage 
legal action, which could all too easily enable those against whom it 
was directed to be represented as martyrs. Individual trade unionists 
were not well placed to distinguish whether an official strike called 
by their union was lawful or not; it was difficult for them to stand out 
against an official union instruction, even if they were out of sympathy 
with it; and to condemn them for obeying it would seem inconsistent 
with the Governments general aim of promoting greater self
discipline in industrial affairs. 

In discussion, while there was general agreement that the 
Government should not themselves either condemn participants in 
the one-day strike or instigate legal action against them, concern was 
expressed about the action taken by some unions in fining members 
who disobeyed the call for a strike. If, as appeared probable, the 
strike was itself unlawful, it would seem indefensible to allow such 
action to go unchallenged; and it was suggested that indirect means 
should, if possible, be found to encourage a non-striker who had been 
fined to test the validity of the fine in the courts. 

In further discussion it was questioned whether the Industrial 
Relations Bill, by removing present rights of redress in tort, might 
have the effect of withdrawing a remedy against the unions who fined 
members for refusing to take part hi any future political strike. 
Concern was also expressed that the Union of Post Office Workers 
had reserved its right to fine union members who had remained at 
work during the recent postal strike, despite the understanding 
reached at the end of the strike that there should be no victimisation. 
The Cabinet were informed, however, that where, as in the case of 
the Post Office, there was no closed shop, the fact that a worker could 
leave his union if he felt that he had been victimised constituted a 
reasonable safeguard against unreasonable use by the unions of their 
powers. 

The Prime Minister, summing up the discussion, said that the 
Secretary of State for Employment should re-examine the provisions 
of the Industrial Relations Bill in order to ensure that they would not 
have the effect of making a politically motivated strike lawful and 
would uphold the rights of union members who were fined for 
refusing to participate in such a strike to challenge the imposition of 
the fine in the courts. He should report the outcome to the Cabinet. 
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The Cabinet— 

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

(2) Invited the Secretary of State for Employment to re-examine 
the effect of the Industrial Relations Bill on the status of 
politically motivated strikes and on the rights of those 
penalised by the unions for refusing to participate in them, 
and to report the outcome to the Cabinet. 

CONFIDENTIAL 
8. The Minister of Agriculture, Fisheries and Food said that, 

following intensive negotiation with the other Governments concerned 
and in particular with the United States Government, agreement had 
recently been reached on satisfactory terms for the introduction of 
interim levy schemes for imports of cereals, beef and veal, mutton 
and lamb and minor milk products. Discussion had still to be 
completed with the Argentine Government; but these should not 
materially affect the position. He had accordingly informed the 
House of Commons on the previous day that import levy schemes 
would be introduced for these commodities on 1 July. 

The Cabinet— 

Took note, with approval, of this statement by the 
Minister of Agriculture, Fisheries and Food. 

SECRET 
9. The Cabinet considered a memorandum by the Minister of 

Aviation Supply (CP (71) 31), to which was attached a note by officials 
on the Concorde aircraft project. 

The Minister of Aviation Supply said that M. Chamant, the 
French Minister of Transport, would be visiting London on 29 March 
for the review of the Concorde aircraft project which the Cabinet 
had requested at their meeting on 17 September, 1970. The Mach 2 
tests had now taken place; but not all the information required for a 
fundamental review was yet available. We could be reasonably 
confident that a 20,000 lb. payload could-be achieved when the 
aircraft came into service; but the prospects of achieving the further 
target payload of 25,000 lb. two years later were still uncertain. The 
greatest uncertainties related to the noise problem. The design aim 
for the noise level of the aircraft had not yet been met; and there was 
also the risk that noise standards at United States airports might 
be made more severe. The commercial prospects were not yet 
appreciably clearer. For these reasons there remained no case 
for proceeding with Concorde on purely economic grounds. Even 
if all existing expenditure was written off, the continuation of the 
project would on the most favourable assumptions result in 
substantial losses. On the other hand, cancellation would be a serious 
blow to the aircraft industry; and some 23,000 individuals would be 



made redundant. There was no sign of any weakening of the French 
commitment to the project; and a unilateral withdrawal by ourselves 
would be liable to sour our relations with the French Government at 
a time when these were of particular importance in connection with 
our application for membership of the European Economic 
Community (EEC). Unless the French authorities were prepared to 
abandon the project, which seemed very unlikely, the choice before 
us was to withdraw unilaterally now or to seek a postponement of the 
fundamental review on the grounds that not all the relevant informa
tion was yet available. In present circumstances the latter appeared 
to be the only practicable course. If it was approved, he would 
propose to inform M. Chamant that we wished to postpone the 
review until firm advice was available on the payload and noise level 
of the aircraft and there was a clearer picture of the commercial 
prospects. He would indicate that this pointed to a review about 
the turn of the year but that we would discuss the precise timing with 
the French Government in the autumn, when we should have a more 
precise estimate of progress in these respects. He would also 
re-emphasise the British view that the manufacturers should not be 
allowed to quote a selling price below $33 million without the 
approval of the two Governments; and, if M. Chamant was not 
prepared to accept this, he would reserve the British position. 

The Attorney-General said that the Anglo-French Memorandum 
of Understanding contained no provision for unilateral withdrawal. 
The exchange of correspondence between the British and French 
Ministers concerned in 1968, however, had identified the completion 
of the Mach 2 tests as the point at which a decision was to be taken 
on the continuation of the project based on commercial prospects. 
If we were to withdraw unilaterally now, we should therefore do so 
in the circumstances best enabling us to defend our decision, if 
necessary, before the International Court; and the prospects could 
perhaps be assessed at 60/ 40 in our favour. Any decision to continue 
the project beyond the forthcoming meeting, however, would be 
liable to result in a substantial erosion of our position. An 
unqualified decision to continue in the circumstances now prevailing 
would imply that we could no longer rely on those circumstances as 
justifying a later withdrawal, which could then be based only on some 
fundamental change of circumstances. If, however, it could be 
reasonably maintained that the information was not yet available on 
which a fundamental review following the Mach 2 tests could be 
based and that the moment for such a review had therefore not yet 
arrived, a postponement of the review would at least enable the 
arguments now available to us to be used at that subsequent point, 
although they would have been substantially weakened by the further 
passage of time. 

In discussion it was pointed out that since the last review by the 
Cabinet the total estimated cost of research and development had 
risen by £84 million, of which £38 million was attributable to higher 
prices and £46 million was an increase in real terms; and it was 
likely to rise still further. In addition to the £300 million which we 



had already spent or committed, the discounted loss if we continued ) 
with the project was unlikely to be less than £150 million and could j 
be more than £200 million. The British Overseas Airways Corpora
tion (BOAC) claimed that the introduction of Concorde in their ; 
services would reduce their profitability, and it was likely that, before 
being willing to place orders for it, they would demand a i 
Government subsidy as well as making their orders conditional on j 
the noise level of the aircraft being acceptable at airports. The j 
French Government were not supporting our view that the aircraft \ 
should be offered at the figure of $33 million, which had been agreed j 
by British and French officials as covering the present estimated costs j 
of production. The public expenditure forecasts for development j 
and production of Concorde now exceeded the provision in the public I 
expenditure White Paper (Cmnd. 4578); and the position would be f 
worse if future developments made it impossible to sell aircraft 
which we had manufactured. The contingency reserve for public 
expenditure generally was already heavily overdrawn for 1970-71 
and 1971-72. It could not be regarded as absolutely certain that 
the French would treat a withdrawal from Concorde as justifying a 
break in the EEC negotiations; and the French Minister of Finance 
had in fact expressed the hope that, if we wished to terminate joint 
projects, we would say so openly. On the other hand it was argued i 
that a move from subsonic to supersonic transport represented a 
technological breakthrough which made it difficult to form an 
accurate assessment of future demand and profitability. The French f 
Government appeared genuinely to believe that the commercial , 
prospects were better than we supposed; and the estimates made by 
BOAC might be unduly pessimistic. The prospects for the use of 
airports in the United States would be affected by the decisions taken i 
on the proposed United States supersonic aircraft; and by the time 
Concorde entered service the Russian supersonic aircraft would i 
probably also be in service on the Moscow/Tokyo route, which would j 
make it difficult for United States airlines to refuse to invest in super
sonic aircraft. A unilateral withdrawal now would have a serious 
effect on the EEC negotiations at a crucial stage. Coming so shortly ; 

after the bankruptcy of Rolls-Royce, it would also have a damaging ; 
effect on the assessment by other countries of the reliability of the ! 
British Government and of British industry. In agreeing to j 
continuation of the project, however, we should take such steps as we I 
could to maintain our legal position, in order to preserve as much j 
freedom of action as possible if the EEC negotiations were to break 1 
down or if clear evidence were to become available that only a l 
handful of Concorde aircraft could be sold. We should also give the J 
French authorities every opportunity at the meeting on 29 March to I 
indicate whether they themselves had any doubts about the future 1 
of the project. I 

In further discussion it was suggested that the public expenditure \ 
forecasts were particularly affected by increases in the planned invest- J 
ment expenditure of nationalised industries. It would be helpful if 1 
the Cabinet could see an up-to-date assessment of public expenditure, f 
with particular reference to the element representing nationalised f 
industry investment. I 



The Prime Minister, summing up the discussion, said that, in 
view of the international and industrial implications of withdrawal 
now, the Cabinet agreed that there was no practicable alternative to 
the course indicated in paragraph 20 (b) of the note attached to 
CP (71) 31, and that the Minister of Aviation Supply should proceed 
accordingly in his discussions with M. Chamant on 29 March. In 
these discussions, however, he should be guided by the advice of the 
Law Officers in order to preserve as far as possible the British legal 
position in the event of a subsequent withdrawal. M. Chamant 
should also be given an opportunity to indicate if the French 
Government had developed any doubts about the project. The 
Minister of Aviation Supply should restate our view that the manu
facturers should not quote a selling price below $33 million without 
reference to the two Governments; and, if M. Chamant was not 
prepared to agree with this, our position should be reserved. In 
preparation for the postponed review it would be necessary to have 
further information about the payload, noise level and cost of 
production of the aircraft, and about the intentions of BOAC and 
Air France. The Central Policy Review Staff should keep a 
continuing watch on the progress of the project and should prepare 
a fresh assessment of its prosoects in the autumn as a basis for a 
further examination by the Cabinet. The Chief Secretary, Treasury, 
should circulate a note to the Cabinet for information, giving the 
latest forecasts of public expenditure, including the position of the 
contingency reserve and the planned level of investment by 
nationalised industries. 

The Cabinet— 

(1) Took	 note, with approval, of the summing up of their 
discussion by the Prime Minister and invited the Minister 
of Aviation Supply to be guided accordingly in his forth
coming discussions with M. Chamant. 

(2) Invited the Minister of Aviation Supply, in consultation	 with 
the Secretary of State for Trade and Industry, to obtain 
further information on the aspects of the Concorde project 
indicated in the Prime Ministers summing up. 

(3) Took	 note that the Prime Minister would arrange for the 
Central Policy Review Staff to prepare an assessment of 
the Concorde project in the autumn as a basis for a further 
examination by the Cabinet at that time. 

(4) Invited the Chief Secretary, Treasury, to circulate	 a memo
randum to the Cabinet, indicating the changes in the 
public expenditure forecasts since the publication of 
Cmnd. 4578, with particular reference to the investment 
expenditure of the nationalised industries. 

CONFIDENTIAL 
10. The Secretary of State for Trade and Industry said that he 

had been engaged in discussions with the British Steel Corporation 
(BSC) and private sector steel interests about the structure of the steel 
industry. Nationalisation had created anomalies in the boundary 



between the public and private sectors; and he intended to pursue 
with the BSC and the private sector interests how these anomalies 
might best be remedied. There was general agreement, however, 
among informed opinion (including the private sector of the steel 
industry) that, in face of growing competition from Europe and 
Japan, it would be foolish to go against the world trend towards 
bigger steel making concerns and large integrated plants by sphtting 
up the BSCs basic iron and steel making capacity. This conclusion 
had been consideredand endorsed by the Ministerial Committee on 
Economic Policy; and he now sought the Cabinefs approval to make 
an early announcement accordingly, in order to end the present 
damaging uncertainty within the industry. It would be helpful if he 
could be authorised to do so in his speech during the Opposition 
Supply Debate on the steel industry that afternoon. 

The Prime Minister, summing up a short discussion, said that, 
before the Cabinet accepted that the bulk iron and steel making 
activities of the BSC should not be split up, they would wish to be 
satisfied that such a decision was fully justified both on economic 
grounds and in relation to the Governmenfs policy commitment at 
the General Election. It would be preferable, therefore, that the 
Secretary of State should not refer to the matter in his speech that 
afternoon but should circulate a memorandum, dealing with both the 
economic and the political aspects of his recommendation, on the 
basis of which the Cabinet could consider the matter in greater detail. 

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 
circulate an early memorandum on his proposal to main
tain intact the British Steel Corporation^ basic iron and 
steel making activities. 

Cabinet Office, 


18 March, 1971. 




THIS DOCUMENT IS THE PROPERTY OF 

HER BRITANNIC MAJESTY'S GOVERNMENT 


Printed for the Cabinet. October 1973 

CM (71) Copy No . 0 3 
16th Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 


10 Downing Street, S.W.1, on Monday, 22 March, 1971, 


at 11.30 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, M P, 
ST. MARYLEBONE, Lord Chancellor Chancellor of the Exchequer 

The Right Hon. WILLIAM WHITELAW, The Right Hon. LORD CARRINGTON, 

M P  , Lord President of the Council Secretary of State for Defence 

The Right Hon. SIR KEITH JOSEPH, The Right Hon. GEOFFREY RIPPON, Q C, 
M P , Secretary of State for Social M P , Chancellor of the Duchy of 
Services Lancaster 

The Right Hon. ROBERT CARR, M P  , The Right Hon. MARGARET THATCHER, 

Secretary of State for Employment M p, Secretary of State for Education 
and Science 

The Right Hon. GORDON CAMPBELL, The Right Hon. THE EARL JELLICOE, 

M P  , Secretary of State for Scotland Lord Privy Seal 

The Right Hon. PETER WALKER, M P , The Right Hon. PETER THOMAS, Q C , 

Secretary of State for the Environ- M P  , Secretary of State for Wales 
ment 

The Right Hon. JAMES PRIOR, M P  , 
Minister of Agriculture, Fisheries and 
Food 

The following were also present: 

The Right Hon. FRANCIS PYM, M P  , The Right Hon. SIR PETER RAWLINSON, 

Parliamentary Secretary, Treasury Q C , M P  , Attorney-General 

Secretariat: 

SIR BURKE TREND 
Mr. N. F. CAIRNCROSS 
Mr. P. J. H U D S O N 



Subject 

NORTHERN IRELAND 



Northern 
Ireland 

Previous 
Reference: 
CM (71) 15th 
Conclusions, 
Minute 4 

The Cabinet resumed their discussion on Northern Ireland; the 
conclusions reached were separately recorded and circulated only to 
The Queen, the Prime Minister and those Ministers who had to 
take action. 

The conclusions are recorded separately in the standard file held 
by the Secretary of the Cabinet. 
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SECRET 


Parliamentary 
Affairs 

I Oversea 
Affairs 

j HM 
I Ambassador 
I Montevideo 

- Previous 
[Reference: 
I CM (71) 12th 
I Conclusions, 
I Minute 2 

Sierra Leone

Ilndo-China 

IPrevious 
preference: 
K  M (71) Hth 

Conclusions, 
i. Minute 2 

1. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. They tendered their 
congratulations to the Lord President of the Council, the Secretary 
of State for Employment and the Chief Whip on the successful 
passage of the Industrial Relations Bill through the Commons. 

SECRET 

2. The Foreign and Commonwealth Secretary informed the 
Cabinet that the Tupamaros had released the Uruguayan Attorney 
General, Senor Berro Oribe, who had reported that he had seen 
H M Ambassador, Mr. Jackson, within the past few days and that 
he was well and in good spirits. But there were still no signs that 
his captors were contemplating his early release. 

The Foreign and Commonwealth Secretary said that reports 
from Freetown indicated that there had been an attempt to 
overthrow the Government of Sierra Leone. The situation was still 
somewhat confused; but it appeared that the Prime Minister of 
Sierra Leone, Dr. Stevens, had successfully reasserted his authority. 

The Foreign and Commonwealth Secretary said that Communist 
forces were now exerting great pressure on the area of Luang 
Prabang, the Royal capital in the northern part of Laos. We had 
been asked by the Laotian Government to reconvene the Geneva 
Conference on Indo-China; but the Soviet Union remained unwilling 
to participate. In the southern part of the country the South 
Vietnamese forces were withdrawing under heavy attack from the 
Communists; but according to United States reports they had first 
effected a significant disruption of Communist supply lines. 

The C a b i n e t -
Took note of the statements by the Foreign and 
Commonwealth Secretary. 
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Oil Supplies 

Previous 
Reference: 
CM (71) 15th 
Conclusions, 
Minute 3 ' 

Industrial 
Affairs 

British Rail 

Motor 
Industry 

Previous 
Reference: 
CM (71) 15th 
Conclusions, 
Minute 6 

3. The Secretary of State for Trade and Industry said that 
reports from Tripoli indicated that agreement between the Libyan 
Government and the oil companies was probably near. But, 
although the Libyan Government had modified their original terms 
to some extent, the agreement was likely to prove very expensive 
for us in terms of both the additional cost to the balance of 
payments, which in the first year might be of the order of £70 million, 
and the risk that it might provoke the reopening of the settlement 
which had recently been concluded with other oil-producing 
countries. 

The Prime Minister, summing up a brief discussion, said that 
the increasing cost of oil would have serious consequences for our 
economy. Urgent consideration should therefore be given to the 
examination of possible means of defending ourselves against 
further unreasonable price increases, including the possibility that 
the Governments of consuming countries might combine to resist 
unreasonable demands by the suppliers. 

The Cabinet— 

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

SECRET 

4. The Secretary of State for Employment said that the British 
Railways Board were standing firm on their present offer of a wage 
increase of 9 per cent despite the five to four decision of the 
Executive Committee of the Associated Society of Locomotive 
Engineers and Firemen to ban overtime after midnight on 4 April. 
There was good reason to believe that the other unions involved 
were prepared to settle for 9 per cent. Discussions between the 
Board and the unions were continuing; buj, if the overtime ban did 
take place, the Government should publicly condemn it. 

The Secretary of State for Employment said that the Ford strike 
was now in its eighth week and there was still no sign of a change 
of attitude by either party. There might be a meeting of Ford's 
National Joint Negotiating Committee on the following day; but this 
was not yet certain. PAYE refunds of income tax to the strikers 
had now ended. The Vauxhall management, who faced a similar 
industrial dispute, appeared to be waiting for the outcome at Ford's 
and had so far tabled an offer which corresponded to the Ford offer. 
There was a serious risk, however, that the Vauxhall management, 



who were determined at all costs to avoid a strike, would undermine 
Ford's negotiating position by offering more than Ford. He was 
doing his best to dissuade VauxhalFs from such a course. 

The Secretary of State for Social Services said that social 
security benefits were at present being paid on behalf of Ford 
strikers' families at the rate of £80,000 a week. The special offices 
which had been set up in certain districts for the payment of these 
benefits were directed less to assisting the strikers than to mitigating 
the inconvenience which the normal recipients of social benefits— 
mainly the sick and elderly—would otherwise experience. 

The Secretary of State for Employment said that a three-man 
Committee of Settlement had been appointed to resolve the Post 
Office dispute. Both sides had agreed that in the event of a failure 
to agree in the Committee they would accept the ruling of the 
Chairman, Sir Henry Hardman. 

The Secretary of State for Employment said that settlements 
had been reached on pay increases for manual workers in the 
electricity and gas industries, the former On the basis of 
the Wilberforce Report and the latter on the basis of a 10 per cent 
increase, together with a lead-in bonus similar to that granted to 
the electricity workers. Sir Henry Jones, Chairman of the Gas 
Council, had done well to obtain agreement in the gas industry below 
the settlement in the electricity industry. 

The Prime Minister said that, since the present round of public 
sector wage claims was nearly completed and a new round was 
about to begin, it would be appropriate to give further consideration 
in the near future to the Governments economic strategy. Down
ward pressure on wages and salaries settlements must be firmly 
maintained; and the latest proposals for an increase in the London 
allowance paid to the Civil Service should be examined in this light. 

SECRET 

5. The Prime Minister said that, following the Lockheed 
Corporation^ rejection of our original proposal for joint develop
ment of the RB 211 engine, our representatives had put forward a 
new proposal in negotiations in the United States. Under this latest 
offer we would finance all further development of the engine up to 
42,000 lb. thrust and the Lockheed Corporation would accept a price 
increase designed to ensure that we should receive £97 million more 

-2 B * 2 



than under the original contract. Total receipts should then offset 
production costs, as hitherto estimated. On this basis Lockheecfs 
counter-proposals on engine price (equivalent to additional receipts 
of £32 million or £42 million) fell far short of our requirements. The 
Corporation were also seeking to impose other unacceptable 
conditions about the price of future engines and spares and the size 
and terms of an order for the TriStar by British European Airways. 

Our negotiators had also sought to obtain a warranty 
guaranteeing reimbursement of all our expenditure if the TriStar 
project failed for other than technical reasons. Lockheed had made 
it clear from the outset, however, that they were unable to offer any 
guarantee of this kind. On the other hand the United States Secretary 
of the Treasury had informed H M Ambassador in Washington that 
he would be prepared to advise President Nixon to ask Congress to 
authorise a warranty if we reached a settlement with Lockheed on 
price and other outstanding questions. This offer, however, could 
not be regarded as wholly satisfactory, since there could be no 
certainty that Congress would grant the necessary authority to the 
President. Even so, a clear statement of intent from the United States 
Administration would be difficult to dismiss, since we should then be 
ill placed to justify a subsequent breakdown of the negotiations on 
the grounds of inability to obtain any form of warranty. 

In these circumstances the Secretary of State for Defence and the 
Attorney-General had gone to Washington in order to ascertain more 
precisely how far we could rely on the warranty arrangements 
proffered by the United States Administration and to explore the 
possibility of reducing the difference on the engine price. On 
the understanding that Rolls-Royce's estimate of excess production 
costs had now been reduced to £80 million, the Secretary of State had 
been authorised to reduce our demand to this figure in terms of unit 
engine price. The Rolls-Royce Board had subsequently advised, 
however, that excess production costs would be £91 million. The 
Secretary of State nevertheless sought authority to maintain our 
demand at the level of £80 million, on the understanding that any 
further concession would be considered only if Lockheed were 
prepared to increase their own offer to £50 million or more and to 
abandon their unacceptable requirements on other points. 

In discussion it was emphasised that, in agreeing to defray all 
development costs (at least £100 million) and to accept an engine 
price involving a significant loss on production, we had moved a long 
way from our original position. It would be very difficult to justify 
the further concession which would be involved in accepting a price 
which would yield additional receipts of less than £80 million. 



In further discussion it was recognised that the negotiations 
might fail and that the RB 211 project would be cancelled. If so, it 
would be necessary to have regard to the public presentation of the 
Government^ case, particularly in relation to areas such as Derby 
and Glasgow where local employment would be liable to be severely 
affected. We should seek to avoid a final break taking place at the 
weekend in order that the necessary announcement might be made 
first to Parliament. It would be desirable to ensure that the United 
States President had been made personally aware of our position 
before any final breakdown in the negotiations took place. 

The Cabinet— 

(1) Took	 note, with approval, of the negotiating instructions 
given to the Secretary of State for Defence and the 
Attorney-General. 

(2) Agreed that	 the Secretary of State for Defence should be 
authorised to offer an engine price to Lockheed which 
would yield receipts of £80 million in addition to those 
obtainable under the original contract, notwithstanding 
that on the latest Rolls-Royce estimate this would still 
involve a significant loss on production; but that he 
should make no further concession without seeking fresh 
instructions. 

SECRET 

6. The Cabinet considered a Note by the Home Secretary 
(CP (71) 34), reporting the main conclusions reached by the 
Ministerial Committee on Regional Policy and the Environment on 
the Roskill Commission^ recommendations concerning the timing 
and site of the Third London Airport (TLA). 

The Secretary of State for the Environment said that, subject to 
a reservation by Treasury Ministers, the Committee had endorsed 
the Roskill Commission^ recommendation that planning should 
proceed forthwith with the aim of bringing the T L A into operation 
in 1980. Treasury Ministers, while accepting that the airport would 
be needed in the early 1980s, wished to keep open the possibility that 
the date could be deferred by imposing a tax on air travel in order 
to retard the growth of traffic. A majority of the Committee had 
concluded that for both environmental and political reasons it would 
be impossible to choose an inland site for the TLA and that, despite 
its economic disadvantages, Foulness must therefore be selected. 



The Secretary of State for Trade and Industry, however, considered i 

that Thurleigh would not be so objectionable from an environmental J 


Shoeburyness gunnery range. The existing proposal to resite the f 


this issue before any public announcement was made of the J 

Governments decisions on the TLA. 


point of view as Cublington and would be sufficiently attractive to 1 

the airlines to ensure transfer of services from Heathrow and other 1 

existing airports, so reducing the level of noise in the Heathrow area. I 

If the Cabinet confirmed the choice of Foulness, it would be I 

necessary to take an early decision about the relocation of the 1 


range at Pembrey had produced strong public opposition in Wales; I 

and the Secretary of State for Wales considered that it should be I 

rejected. It would therefore be desirable to reach a conclusion on.I 


1 

The Secretary of State for Trade and Industry said that he 1 


purpose, there might be retaliation against our own airlines, with! 

consequent damage to their overseas earnings. 


recognised that, if the Government were to choose Thurleigh, much 1 

of the public opposition which at present was focusing on Cublington I 

would be transferred to Thurleigh. He would not therefore press his i 

opposition to Foulness. But it should be recognised that it would be 1 

substantially more difficult to divert traffic to Foulness from existing I 

airports and that, if pressure had to be put on foreign airlines for this 1 


In discussion it was suggested that it would be desirable toll 

examine the case for some taxation of civil air traffic; but such a i 

study should not lead to the postponement of an announcement that H 

the aim would be to bring the TLA into operation in 1980. 


The Prime Minister, summing up a brief discussion, said that S 

the Cabinet agreed that the TLA should be sited at Foulness and 1 

should be brought into operation in 1980. Further consideration! 


airport with a major new port development. The Secretary of State! 

for the Environment and the Secretary of State for Trade and] 

Industry should consider whether existing controls over the growth! 

of traffic at municipal airports were adequate. The Committee onj 

Regional Policy should now seek to reach a conclusion on the! 

relocation of the Shoeburyness range; and, in doing so, they should! 

take fully into account the employment needs of the Development;! 


Secretary, in consultation with the Lord President, the Secretaries off 

State for the Environment and for Trade and Industry and the otherf 

Ministers concerned, should determine the form and timing of the] 

announcement of the Governments decisions on the TLA and onl 


disclosure of the Cabinets conclusions. 


should be given to the possibility of encouraging private capital to I 

participate in the development of the T L A and of combining the. 1 


Areas. As soon as a decision on this issue had been taken the Homel 


the range. Meanwhile there must be no premature public! 




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, in 
consultation with the Secretary of State for Trade and 
Industry and the Chief Secretary, Treasury, to consider 
the possibility of encouraging participation by private 
capital in the development of the Third London Airport 
and of combining the airport with major port develop
ment. 

(3) Invited the Secretary	 of State for the Environment and the 
Secretary of State for Trade and Industry to examine 
whether existing controls over the growth of traffic at 
municipal airports were adequate. 

(4) Invited the	 Home Secretary to arrange for the Committee 
on Regional Policy and the Environment to reach an 
early conclusion on the relocation of the Shoeburyness 
Gunnery Range and thereafter to decide in consultation 
with the Lord President of the Council and the other 
Ministers concerned, the form and timing of the 
simultaneous announcement of the Government^ 
decisions on the Third London Airport and on the 
resiting of the Range. 

CONFIDENTIAL 

7. The Cabinet considered a memorandum by the Secretary 
of State for the Environment (CP (71) 36) on the date of rent 
increases under the reform of housing finance. 

The Minister for Housing and Construction said that the 
Cabinet, when approving the proposals for the reform of housing 
finance, had stipulated that rent increases in the public sector should 
be hmited to an average of 50p a week in any year, with a maximum 
of 75p for any one dwelling; and it had been assumed in the Public 
Expenditure Review that increases of this order would be effective 
throughout 1972-73. It was now clear, however, that the necessary 
Bill could not become law before the summer of 1972 and that the 
earliest date from which local authorities and others could be 
compelled to increase their rents was 1 October, 1972. If no further 
action was taken, therefore, the savings in public expenditure from 
this source, so far as England and Wales were concerned, would be 



reduced by £60 million in 1972-73 and by lesser amounts in the 
following years. He had accordingly sought, in consultation with 
the Chief Secretary, Treasury, means of encouraging local 
authorities to raise their rents at an earlier stage. The majority of 
authorities in England and Wales could be relied upon to co-operate! 
with the Government; but some sanction was necessary to deal with! 
those who would not. He therefore proposed that the Bill should! 
provide that, in so far as fair rent levels permitted, every authority! 
should be required to raise its rents by £1 a week in October 19721 
unless it had already raised them by an appropriate amount in thel 
preceding 12 months. Thus, an authority which had raised its rents! 
by 25p in October 1971 would need only to make a further incrcaie 
of 50p in October 1972. The position in Scotland was more difficult 1 
because the majority of authorities could not be relied upon tol 
co-operate with the Government. A different solution could h 
adopted for Scotland without embarrassment; but, if the effect was! 
to defer rent increases, there would be pressure for similar deferment I 
in England and Wales. 

The Secretary of State for Scotland said that a much higher I 
proportion of houses were owned by local authorities in Scotland! 
than in England and Wales; and rent levels were a sensitive political 1 
issue. The local authorities would not voluntarily increase -rents! 
The proposals approved by the Cabinet in October 1970 had been! 
acceptable to him because the progression to true rents was to take! 
place in reasonable steps of 50p a week. But the increases which! 
would result from the formula now proposed would amount in somel 
cases to 60 per cent or 70 per cent of the present rates; and theyf 
would have a marked effect on the cost of living, which would! 
particularly affect tenants with incomes in the £25-£30 a week range! 
So sharp an increase would imperil the Governments policy of] 
raising rents to realistic levels. 

In discussion anxiety was expressed about the effect of the'J 
proposals on the Governments policy of gradually reducing the rate:J 
of wage increases. It would be impossible to restrict wage increases! 
to £2 a week or so once it was known that the Government werqj 
to require rent increases averaging £ l  a week; and they would be; 
accused of speaking with two voices. On the other hand the earlier! 
announcement of the Governments housing policy had not in fact! 
prevented substantial progress being made towards reducing wagfi 
settlements; and the £1 a week increase now proposed was no more? 
than the sum of increases which would otherwise have been spreat 
over a longer period. The problem was essentially one di 
presentation; and the relevant provisions should be expressed ii 
terms of a withdrawal of subsidy rather than directly in terms of arj 



increase of rent. Realisation of the savings forecast in the public 
expenditure review was essential if the Government were to have 
freedom of manoeuvre in the taxation field. But a limit, perhaps 
£1.25p, should be set to the increase which might be imposed on 
any one dwelling in order to prevent authorities from exploiting the 
position for political purposes. 

Rents in Scotland had long been much lower than in England 
and Wales. This strengthened the case for increasing them; but it 
also implied that any increase would appear proportionately larger 
than in England. If rents in Scotland were to be raised to a 
realistic level, this must be done gradually over a period of years. 
It might admittedly be difficult to justify different courses in the two 
countries; but Scottish rents presented a separate problem, to which 
a separate solution must be found. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed the proposals in C P (71) 36 so far as England and 
Wales were concerned, subject to the imposition of a limit on the 
increase which might be applied to any one dwelling. In view of 
the political importance of the matter they would wish to see the 
terms of any public statement. The Secretary of State for Scotland, 
in consultation with the other Ministers concerned, should give 
further consideration in the light of their discussion to the provision 
to be made for raising rents in Scotland. 

The C a b i n e t 

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

(2) Approved the proposals in CP (71) 36 in relation to	 England 
and Wales, subject to the imposition of a limit on the 
increase in the rent of any individual dwelling. 

(3) Invited	 the Secretary of State for the Environment to 
circulate the draft text of any public statement on this 
subject. 

(4) Invited the	 Secretary of State for Scotland to give further 
consideration, in consultation with the Secretary of State 
for the Environment and the Chief Secretary, Treasury, 
to the staging of rent increases in Scotland. 

132977-2 	 c* 
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8. The Cabinet resumed their consideration of the eligibility of 
occupational pensioners for unemployment benefit. They had 
before them memoranda by the Secretary of State for Social Services 
(CP (71) 27 and 33). 

The Secretary of State for Social Services reminded the Cabinet 
that he proposed to include in the Bill to give effect to the Social 
Security Review for 1971 a provision restricting the eligibility of 
certain occupational pensioners for unemployment benefit. Men 
over 60 with occupational pensions of £30 a week or more would 
not qualify for unemployment benefit or contribution credits unless 
they had satisfied a test of six months further work since retirement. 
The benefit payable to those over 60 with occupational pensions 
above £18 a week would be reduced on a sliding scale. In order to 
help those who would lose contribution credits he proposed to allow 
non-employed people over 60 to pay a non-employed person's 
contribution each week voluntarily instead of compulsorily. Since 
the Cabinet had last discussed the matter he had consulted the 
Governments supporters in the House of Commons who had a 
special interest in the issues involved. Although a few saw some 
difficulty in his proposals, most of those whom he had consulted 
agreed that they should be carried through. 

rThe C a b i n e t -

Approved the proposals about unemployment benefit for 
occupational pensioners contained in paragraph 10 of 
CP (71) 27. 

SECRET 

9. The Cabinet considered a memorandum CP (71) 37 by the 
Secretary of State for Trade and Industry about steel prices. 

The Secretary of State for Trade and Industry said that there 
had been a progressive deterioration in the finances of the British 
Steel Corporation (BSC); and a substantial increase in steel prices 
was now needed. The BSC wished to raise prices by an average of 
14 per cent, to yield additional revenue of £165 million in a full year. 
But, taking account of the serious implications of such an increase 
for steel users and for the Governments policy of reducing wage 
demands, together with the potential damage to our competitive 
position of raising domestic prices to a level equal to the highest steel 
prices in the European Economic Community, he recommended 
restricting the average increase to 10 per cent. This would oblige 
the Corporation to discharge surplus labour and to close obsolescent 
plant faster in order to achieve cost savings. But it was unlikely 
that the whole of the shortfall could be offset in that way; and the 



Corporation^ borrowings from the National Loans Fund (NLF) 
might rise by some £20 million. Both for this reason and because 
the Government ought not to override the B S C s commercial 
judgment and so accept responsibility themselves for any failure by 
the Corporation to pay its way, the Ministerial Committee on 
Economic Policy had considered it preferable to raise steel prices by 
the full 14 per cent. On the other hand the Iron and Steel 
Consumers Council (ISCC) had on their own initiative already 
examined the B S C s proposals and were expected to argue that the 
increase should be restricted to 7 per cent, primarily on the ground 
that the market could not sustain a heavier increase. The Council 
had not yet considered the distribution of the increases between steel 
products; but in face of their recommendation it would now be 
difficult for the Government to allow an average increase of 14 per 
cent without provoking the resignation of the Chairman and some 
members of the Council. He was accordingly reinforced in his view 
that the increase should be restricted to 10 per cent. 

In discussion it was argued on the one hand that to allow the 
BSC the full 14 per cent price increase which they sought would be 
to place an indefensible degree of reliance upon the judgment of a 
management which had demonstrably failed to deal with the 
industry's financial and other problems. A 14 per cent increase was 
twice the amount which the ISCC felt the market would bear; and 
it would have ramifications throughout the economy, imposing 
particularly heavy increases on the shipbuilding and food processing 
industries. The Government should therefore restrict the average 
increase to no more than 10 per cent and should hold the 
Corporation to the requirement to break even in 1971-72 as a 
discipline to cut their costs, to reduce overmanning and to accelerate 
the closure of old plant. On the other hand it was unrealistic to 
suppose that, if the BSC were allowed only a 10 per cent increase, 
they would be able to reduce costs soon enough to avoid, first, a 
higher call on borrowings from the N L F and, second, a further price 
increase later in the year if they were still to break even. If the 
Government had no confidence in the BSCs commercial judgment 
and efficiency, they should change the Corporation^ management 
rather than overrule it and thereby accept responsibility for the 
consequences. But a new management could not be installed rapidly; 
and the first essential was to complete the re-examination of the 
Corporation^ affairs which the Secretary of State for Trade and 
Industry had already put in hand. 

The Prime Minister, summing up the discussion, said that he 
would arrange for a small group of Ministers under his chairmanship 
to give further consideration to the issues raised by CP (71) 37 and 
by the Secretary of State's proposal in CP (71) 38 that the basic iron 
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and steel making capacity of the BSC should not be split. The 
Cabinet would resume their discussion at a future meeting. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

I 
CONFIDENTIAL! 

10. The Lord President of the Council said that the Ministerial I 
Committee on Economic Policy had recently considered proposals! 
to increase coal prices. Some increase was essential in order tol 
prevent the accumulated deficit of the National Coal Board (NCB)1 
from rising further in 1971-72. There were two possible courses: 
first, to increase prices sufficiently to enable the Board on present 
estimates to break even on all coal, using the expected profit from] 
opencast operations to cross-subsidise deep-mined coal; and, second, 
to increase prices sufficiently for the NCB to break even on deep
mined coal. The latter course, which would require increases off 
6 per cent on industrial and domestic coal, 11 per cent on coking, 
coal and 13 per cent on smokeless fuels, offered a better prospect of I 
avoiding a further price increase in the autumn. Subject to thej 
statutory consultations with the Consumers Council, the industrial! 
and coking coal increases would come into force in April; but those! 
for domestic users—which would be at the same level whichever! 
course was chosen—would not come into effect until July, when anj 
uprating of supplementary benefit allowances would have been! 
announced and consumers would have had the advantage of two! 
months' summer price reductions based on present price levels. 1 

Committee had therefore agreed to recommend the second course,! 
subject only to further consideration by the Secretary of State for! 
Trade and Industry, in consultation with the Secretary of State for! 
Scotland and the Chief Secretary, Treasury, of the price differential 
which it was proposed to charge on Scottish coal. This point coull 
be dealt with separately between the Ministers concerned and neetjf 
not delay the implementation of the price increases. 

The C a b i n e t -
Approved the proposals for coal price increases which half 
been agreed by the Economic Policy Committee anil 
outlined by the Lord President of the Council. 
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C M 18 (71) 

SECRET 

*1. The Cabinet considered a memorandum by the Secretary 
of State for Defence (CP (71) 41) on the negotiations on the RB 211 
project, and a note by officials (CP (71) 40) providing factual 
background. 

The Secretary of State for Defence said that in the course of 
the meetings which he and the Attorney-General held in 
Washington on 25 March, 1971, with the Lockheed Aircraft 
Corporation he had offered a price for 646 engines such as to produce 
receipts of £80 million over and above those arising under the old 
contract. Lockheed had made a counter offer which amounted on 
the same basis to an additional £50 million or £60 million. He was 
satisfied that this represented Lockheed's final offer, both because 
they did not have the resources to offer more and because a further 
increase in engine price would leave the TriStar uncompetitive with 
its competitor, the Douglas D C 10. 

They had discussed the question of warranty with the United 
States, Secretary of the Treasury, Mr. Connally, and the United 
States Deputy Secretary of Defense, Mr. Packard. It had become 
evident that it was not in Lockheed's power to guarantee 
performance of the contract on their side, and that there was no 
way of securing a warranty for reimbursement of money committed 
by the United Kingdom Government to the RB211 if Lockheed 
subsequently failed. However, the United States Administration had 
concluded that in any event the TriStar project could not be 
continued without United States Government help. Mr. Connally 
and Mr. Packard had therefore indicated that if the Administration 
could satisfy themselves, by their own examination of Lockheed's 
position, that the company and the project were viable they would 
be prepared t o : 

(a)	 put pressure on the United States banks to increase their 
credit to Lockheed from $350 million to $500 million; 

(b)	 seek the authority of Congress for a Government loan of 
$300 million. 

Any new agreement between Lockheed and Rolls-Royce and 
the British Government could safely be expressed as conditional 
upon the satisfactory completion of these financial arrangements by 
the United States Administration. Thus, there would be no risk of 
our commitment to the continuation of the RB 211 unless the United 
States Administration was satisfied as to the TriStar's future and 

* Previously recorded in a Confidential Annex. 



I 
' t 

provided the additional finance required for it. Mr. Connally had i 
thought that the Administration could complete their investigation % 
of Lockheed's viability within about 10 days. If they were not 
satisfied that would be the end of the matter. If they were satisfied! 
and approached Congress, it should be a further 30 or 40 days before 
Congress' decision was known, or, at the outside, not more than 
90 days. 

There were a number of ancillary issues which would have to be 
settled before the final terms of a contract could be agreed between 
Lockheed and Rolls-Royce: the programme for achieving higher 
levels of thrust, the renunciation of claims under the old contract, 
the status of the deposits lodged with the old Rolls-Royce, the 
arrangements for financing a new contract and the question ofJ 
cover by the Export Credits Guarantee Department. The latest! 
reports from Washington indicated that Lockheed were no longer! 
insisting that an order for the TriStar from British European Airways f 
(BE A) was a precondition for any agreement but that they continued I 
to empTiasise the importance of BEA's attitude in maintaining the! 
credibility of the project. 

The Secretary of State recommended that, on the understanding! 
that these subsidiary points could be satisfactorily resolved, wei 
should accept Lockheed's final offer on engine price, subject tol 
being satisfied by the financial arrangements promised by the United! 
States Administration. The latter had made a generous proposal! 
which should not be rebuffed. 

The Attorney-General said that although the negotiations had! 
not resulted in anything of the nature of a legal warranty, the 1 
assurance we should get from the proposals put forward byl 
Mr. Connally and Mr. Packard would be more effective than any! 
commercial warranty in securing the objective that we should not! 
invest further sums in the RB 211 only to find the project frustrated! 
by Lockheed's own financial failure. The United States Govern-i 
ment would become directly involved in seeking to ensure the! 
success of the TriStar as a result of their commitment to the United! 
Kingdom Government. M 

In discussion, attention was drawn to the extent by which oura 
demands had been relaxed since the negotiations with Lockheed 'k 
started. We had begun by offering no more than £60 million towards I 
further development of the engine. We were now prepared to meet J 
all development costs, amounting to at least £100 million. Whenf! 
Lockheed rejected the suggestion of a profit-sharing joint venture;;! 
we had asked a price for the engines calculated to meet ihef 
estimated costs of production, and more recently had authorised ana 
offer (of a price returning £80 million over and above receipts underl! 
the old contract) in the knowledge that on the most favourable! 



assumptions it would involve some production loss. To indicate 
willingness to settle now at Lockheed's offer of an additional 
£50-60 million would involve a loss on production of about 
£30-40 million. Moreover, there could be no assurance that this 
would be the end of our retreat. If we reached a conditional 
agreement on price with Lockheed on the basis proposed we might 
subsequently be faced with other unacceptable terms in the context 
of the peripheral points. In each case, the argument would no 
doubt be advanced that the point was marginal, and that we should 
be putting ourselves presentationally in the wrong if the negotiations 
were allowed to founder on it. Mr. Connally's assessment that the 
period of uncertainty as to whether Congress would approve further 
credit to Lockheed might be as long as 90 days was alarming. 
Throughout that period, we should have to finance the continuation 
of work on the RB 211 at a rate of some £2 million a week. If, at 
the end of the day, Congress turned the Administration^ proposition 
down, all this expenditure would be wasted. If Congress endorsed 
the proposition, we should find ourselves committed to Lockheed 
and to the expenditure of massive sums over the next few years 
which would limit the amount available for other desirable public 
expenditure programmes. The offer by the United States 
Administration was one which reduced the cost—at our expense— 
of maintaining in business a company whose survival was probably 
regarded as essential for United States Defence. There could be no 
assurance that Congress would decide within three months whether 
or not to provide the funds requested: we might well be faced with 
a refusal from Congress after we had supported the project for many 
months. On the other hand, it was argued that an economic cost 
would also be imposed by a decision to discontinue the R B 2 1 1 , 
although it could not easily be quantified. The United States 
Administration^ proposals meant that we need not commit ourselves 
to the RB 211/TriStar project until we had the best possible 
assurance that Lockheed would be capable of carrying the project 
through. But, in any event, if the Government were to break at 
this point over a matter of £20 million or £30 million it would 
adversely affect relations with the United States Administration and 
would leave the Government vulnerable to severe criticism. 

The Prime Minister, summing up the discussion, said that if the 
Government had been considering this project at this stage without 
prior involvement by the previous Administration there would be no 
case for supporting it. However, in the light of the offer made by 
the United States Administration, rejection of Lockheed's latest 
offer would have serious consequences. In view of the international 
and political implications of withdrawing now, there was no 



practicable alternative to proceeding on the basis recommended by 
the Secretary of State for Defence - tha t is to say, indicating that 
we should be prepared to settle with Lockheed for a price returning 
£50-60 million more than the old contract, provided that the United 
States Government first satisfied themselves of Lockheed's and the 
TriStar's viability and then ensured, on the ' basis proposed by 
Mr. Connally, that the necessary finance was available to complete 
the project. In addition, no further concession of any kind must be 
made in relation to the ancillary issues, and no further commitments 
must be undertaken. In particular, it must be made clear to 
Lockheed that BEA would be put under no Government pressure ; 
to order the TriStar and there must be no commitment that the 
Government would finance the development of the engine beyond 
42,000 lb. thrust. The public handling of this decision would require I 
careful consideration, since it was essential that the United States j 
Governmenfs involvement should be made public at the same time \ 
as Her Majesty's Governmenfs willingness to reduce the price of 1 
the engines. Since time was short, the best course would be for the I 
Secretary of State for Defence to instruct our Ambassador in I 
Washington to clear with the United States Administration a formula j 
to be used publicly for this purpose. The statement should 1 
subsequently be agreed between the Ministers principally J 
concerned—the Lord President, the Secretary of State for Trade and I 
Industry, the Minister of Aviation Supply and the Chief Secretary, I 
Treasury. When clearance had been obtained for the formula, our i 
negotiators in Washington should be instructed to inform the J 
Chairman of Lockheeds of our terms: but this should be delayed, I 
if possible, until the Chancellor of the Exchequer had completed his j 
Budget statement on 30 March. Our negotiators should make it 1 
clear to the United States Administration and to Lockheeds that 1 
we could offer no further financial concessions. They must also I 
ensure that a reasonable term was set to the period for obtaining 1 
Congressional authority for financial assistance. 

The	 C a b i n e t 

(1) Took note with approval of the Prime Ministefs summing I 
up of their discussion. 1 

(2) Invited the Secretary of State for Defence— 

(i) to be guided accordingly in instructing our j 
Ambassador and negotiators in Washington; 

(ii) to	 consult the Lord President of the Council and I 
the other Ministers principally concerned about I 
the terms of any public statement to be used by J 
the Government when news of our conditional fl 
acceptance of Lockheed's offer became public. 



C M 18 (71) 

SECRET 

2. The Chancellor of the Exchequer communicated to the 
Cabinet particulars of the proposals in the forthcoming Budget. 

In accordance with precedent, details are not recorded in the 
Cabinet conclusions. 

Cabinet Office, 
29 March, 1971. 
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C O N F I D E N T I A L 

1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

The Prime Minister, on behalf of the Cabinet, tendered warm 
congratulations to the Chancellor of the Exchequer on his Budget 
statement on 30 March. Particular efforts should now be made by 
Ministers to bring fully before the public the manner in which the 
Budget, together with the measures which had been announced in the 
previous autumn, gave effect to the Governments economic policies. 
Ministers in charge of Departments, particularly those dealing with 
nationalised industries, should also seek to ensure so far as possible 
that the proposals for the reduction of the Selective Employment Tax 
were seen to have an immediate effect on price levels. 

C O N F I D E N T I A L 

2. The Foreign and Commonwealth Secretary said it was 
clear that the Pakistani Army was now in control of the major urban 
areas in East Pakistan; and the East Bengal political leader, Sheikh 
Mujibur Rahman, was said to be under arrest. It seemed clear that 
the Army had acted in a ruthless and punitive fashion; but was likely 
to be subjected to severe criticism. So far as was known, no British 
nationals had been injured in the disturbances. It would 
nevertheless be prudent to reduce the size of the United Kingdom 
community in East Bengal; and we had secured the agreement of 
the Pakistani military authorities to action for this purpose. 

The Foreign and Commonwealth Secretary said the Prime 
Minister of Sierra Leone, Dr. Siaka Stevens, had invoked the 
assistance of further troops from Guinea to his position following 
the disaffection in the Army which had probably itself resulted from 
his introduction of Guinean troops at an earlier stage. The situation 
was still confused and precarious. The Governor-General had now 
been removed from office; and the Chief Justice had been installed 
in his place. 

The tenth anniversary of Sierra Leone's independence was due 
to be celebrated on 27 April. It had earlier been intended to send a 
Minister from the Foreign and Commonwealth Office to represent 
the British Government; but in the present circumstances it seemed 
wiser to leave representation to our High Commissioner in Freetown. 

C O N F I D E N T I A L 

3. The Secretary of State for Employment said that the Ford 
Motor Company had now offered the unions a two-year wage 
agreement which provided an immediate increase of £4 a week to be 
followed by two further increases of £2 a week on 1 December, 1971, 
and on 1 August, 1972. In return the unions would be required to 
undertake that no further claims for wage increases or changes in 
the grading structure would be made or pressed by industrial action 
during the currency of the agreement. The leaders of the two 
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principal unions, the Amalgamated Union of Engineering Workers 
and the Transport and General Workers Union, were prepared to 
commend these proposals to their membership; and it seemed likely 
that there would be a general resumption of work at Ford's in the 
following week. From the company's standpoint there were 
considerable advantages in securing a stable agreement for two 
years; and, given the prospect of being able to maintain regular 
production henceforward, they would probably claim that they could 
avoid an increase in unit costs despite the relatively high increase 
which they had conceded. It must now be expected that the revised 
offer by Ford's would be matched by Vauxhalls. On the other hand 
the new Ford rates were still well below the wage levels being paid 
by Chrysler and the British Leyland Motor Corporation. The latter 
had now made an improved offer of £5-50 to workers at the Cowley 
plant. This was a costly attempt to buy out present piecework 
agreements. So long as these remained in force, however, the; 
Corporation were faced with the prospect of fragmented bargaining 
and it would be impossible to make progress with proposals which 
he had put to the four major motor manufacturers that they should 
co-ordinate their pay negotiations on a national basis. 

The Secretary of State for Employment said that the Electrical 
Contractors Association (ECA), which had earlier denied to his I 
Department that they were engaged in pay negotiations, had privately I 
reached agreement with the unions representing the 50,000 workers! 
in the industry on the basis of wage increases of 12 per cent inj 
January, 1972, and a further 12 per cent in January, 1973. He wouldj 
discuss with the other Ministers concerned whether the ECA should 
be informed that they must not expect the Government to pay] 
higher prices for electrical contracting work if costs rose as a result; 
of this agreement. The agreements made by Ford's and the ECA,; 
which provided for very large increases in wages in 1972 (and in 
1973 as well in the latter case) constituted a significant threat to the 
Governments policy of wage de-escalation. 

The Secretary of State for the Environment said that the 
British Railways Board, in further negotiations with the railway; 
unions, had held to their earlier offer of a wage increase of 9 per cent 
and the unions were now considering their position. There was 
some prospect that they would decide to accept the offer, although 
the improved pay offer by Ford's might strengthen the Associated; 
Society of Locomotive Engineers and Firemen in their earlier] 
resolve to reject it and to persevere with their threatened work-to
rule from 5 April. 

The Prime Minister, summing up a short discussion, said that, 
contingency plans for mitigating the effects of a work-to-rule on the 
railways had been reviewed. There would be inconvenience to I 
passengers, particularly London commuters, and problems in moving 1 
coal. But the difficulties should not be insuperable; and there was! 
no need at present to consider invoking emergency powers or; 
deploying troops. Any widespread extension of pay agreements! 
providing for such substantial increases up to two years ahead 
those currently proposed in the motor and electrical contracting! 



I
The Civil
jM*

industries, whatever their advantages to employers, could have a 
damaging effect on the Governments policies for ending wage 
inflation; and the Ministerial Committee on Economic Strategy 
would need to give early consideration to means by which the 
Government might exert greater influence over wage settlements in 
the private sector. The Secretary of State for Employment should 
examine, with other Ministers concerned, whether action could be 
taken on the lines he had proposed with the Electrical Contractors 
Association. The Secretary of State for Trade and Industry should 
ensure that the British Leyland Motor Corporation had no illusion 
that they could expect help from the Government if they priced 
themselves out of the market by wage concessions whose cost they 
could not absorb; and he should also urgently review the 
Corporat ions structure in the light of the shareholding by the 
Industrial Reorganisation Corporation, which the Government would 
shortly inherit. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Secretaries of State 
for Employment and for Trade and Industry to be guided 
accordingly. 

 SECRET 
 4. The Cabinet considered certain developments in connection 

 with the Civil List. 

The Chancellor of the Exchequer said that the Civil List was in 
deficit and that it was desirable that new statutory provision should 
be made in time to deal with the calendar account year 1972 at the 
latest. Discussions had therefore been put in hand with The QueenS 
advisers on the basis that revised arrangements for the Civil List 
should be such as to suffice, if possible, for the rest of the reign and at 
the same time to continue to safeguard for as far ahead as could 
reasonably be foreseen the position of those other members of the 
Royal Family for whom provision was made by means of annuities. 
It had been concluded that it would not be possible to repeat in any 
new legislation the form of provision adopted in the Civil List Act, 
1952, since the contingency margin which that Act had incorporated 
as a measure of insurance against future increases in costs and prices 
would need to be so large in current circumstances as to be 
indefensible against public criticism. Nor would it be possible to 
adopt the alternative course of providing that future increases in 
the provision for the Civil List should be determined automatically: 
by reference to the movement in e.g. the cost-of-living index, since 
an arrangement of this kind might prove embarrassing in relation 
to the Governments incomes policies in general. In these 
circumstances the most appropriate course would be to provide that 
in future both the Civil List itself and the provision for the Royal 
annuitants should be financed by means of a basic minimum sum 

* Previously recorded as a Confidential Annex 
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committees exercising local supervision and regional health councils 
undertaking tasks calling for administration over a wide area. His 
own proposals involved the use of the regional authorities for the 
co-ordination, supervision and allocation of resources of the area 
authorities, which would undertake the local management. The 
regional authorities would, therefore, be an integral part of the 
management structure. There would be community health councils 
without management functions to reflect the views of the local 
public in the districts. The Committee had approved his proposals 
for the new structure of health service administration, together with 
proposals for the appointment of Health Commissioners in England, 
Scotland and Wales to investigate complaints. They had not been 
able to reach agreement, however, on the principle to be adopted 
in appointing members to the health authorities, particularly the 
area authorities. The emphasis of the previous Administration^ 
proposals had been on community participation, one-third of the 
members of the authorities being appointed by the local authorities, 
one-third by the professions and the remaining third by the Secretary 
of State. The emphasis in his proposals was on efficient manage
ment. The finance for the health services, amounting to some 
£2,000 million a year in Great Britain, would be entirely a central 
Government responsibility; and it would therefore be right that there 
should be a direct and unambiguous chain of accountability. He 
accordingly proposed that he himself should appoint the members 
of the regional authorities in England, together with the chairmen 
of the area authorities. The regional authorities would appoint 
the area authorities. He intended to keep the membership of the 
authorities small; and, while local government members would be 
invited to serve on them, their appointment by the local authorities 
themselves militated against the principle of sound management to 
which he attached great importance. Other members of the 
Committee, however, held the view that the exclusion of direct local 
authority representation was unacceptable, particularly in view of 
the statements about the functions and responsibilities of local 
authorities which had been made on behalf of the Conservative Party 
when in Opposition. In Scotland and Wales, there would not be a 
regional tier for reasons of scale; but there would be central agencies. 
He intended to consult the interested bodies through the medium 
of a consultative document on the lines of the draft annexed to 
CP (71) 42, which would be made public. The Secretary of State for 
Scotland would also issue a consultative document; but the Secretary 
of State for Wales intended to take informal soundings in Wales 
before publishing proposals. 

In discussion it was maintained that it would be unacceptable 
to deny local authorities the right themselves to appoint members of 
the area health authorities. In commenting upon the plans of the 
previous Administration, the spokesman for the Conservative Party 
had stated in Parliament that they afforded insufficient scope for local 
and professional participation and that it would be preferable that 
half the members should be appointed by local authorities and half 
by the professions. That expression of view had been a factor in 
securing the support of local government opinion for the Govern



menfs current proposals for local government reform, and this J 
support might be alienated if the Government now denied the local I 
authorities the power to appoint members of health authorities.! 
Moreover, the exclusion of local authority representation was in itself 1 
inconsistent with the Governments professed intention to delegate I 
functions to local authorities so far as possible. Without prejudice! 
to the principle that the administration of the unified health service I 
should be based on sound management, it was not demonstrably true 1 
that a system of appointment would implement that principle morel 
effectively than a system of representation. Indeed, the quality off 
members of local authorities was likely to be improved by the! 
Governments proposals for local government reform. The area! 
health authority would necessarily have to act in close co-operation I 
with the local authority for the corresponding area; and this co-opera-l 
tion might be withheld if the local authorities were not allowed to l 
appoint representatives to the health authorities. 

On the other hand the local authorities had no financial! 
responsibility for the administration of the health service; and i t i 
followed that they could not claim any presumptive right to appointl 
members of the health authorities. The appointment of localp 
government members by the local authorities themselves was likely I 
to lead to a conflict of interest; the members so appointed might, for! 
example, feel that they owed it to their parent authority to allocate! 
health services resources in such a way as to relieve the burden on thej 
local ratepayer rather than the taxpayer. Moreover, if local; 
authorities were given a power to appoint members to health; 
authorities, it would be virtually impossible to deny a similar righl 
to the medical professions; and that might result in the appointment! 
of individuals who would be more concerned to further professional 
interests than to bring sound management principles to bear oil 
administration. 

In further discussion it was suggested that sound management I 
was determined not so much by the manner in which the members of"1 
health authorities were appointed as by the quality of the full-timJB 
administrative staff of the authorities. Since the health services werejl 
financed wholly from Exchequer funds, it was preferable that them 
administration should be in the hands of full-time executive staff whoU 
would be answerable, perhaps directly, to the central Departments 
and that the authorities should have purely advisory functions. Om 
the other hand, although it would be useful for each authority t j i 
have a chief executive, a system under which there was no locafl 
responsibility at all for the administration of the service was not likelw 
to enlist public confidence. 

The Prime Minister, summing up the discussion, said that, whiM 
the Cabinet approved the general structure of the proposed 
reorganisation, they had not yet reached agreement about t i  n 
principles that should govern the appointment of members of t f  l 
authorities. The issue concerned not so much the regional authorities 
as the area authorities; and it might be possible to devise a schemejl 
under which all the members of the former were appointed by t l f l 
Secretary of State, while some proportion of the latter were appointed^ 



by local authorities. The Secretary of State for Social Services should 
therefore reconsider his proposals in a further attempt to reconcile the 
needs of sound management with the demand for local representative 
participation and should bring
Services Committee in the first i

 fresh proposals to
nstance. 

 the Social 

The C a b i n e t -
Invited the Secretary of State for Social Services to 
reconsider, in the light of the points made in discussion, 
the proposals in CP (71) 42 in relation to the appointment 
of health authorities and to bring further proposals before 
the Ministerial Committee on Social Services. 

CONFIDENTIAL 

7. The Cabinet considered a memorandum by the Lord 
President of the Council (CP (71) 47) on the remuneration of 
Members of Parliament. 

The Lord President said that, with the agreement of his 
colleagues, he had announced in the House of Commons on 
4 December, 1970, that the Government would refer the emolu
ments, allowances, expenses and pensions of Ministers and Members 
of the House of Commons to one of the Review Bodies whose 
establishment had been announced by the Secretary of State for 
Employment on 2 November, 1970. Lord Boyle had now accepted 
the chairmanship of the relevant Review Body; and it would 
therefore be opportune to announce that the Government were 
initiating the consultations on the terms of reference which he had 
promised in his earlier statement. He proposed that these 
consultations should take place on the basis of the draft terms of 
reference which he had agreed with the Lord Privy Seal and had 
indicated in CP (71) 47. They had been deliberately drawn widely 
in order to enable the Review Body to consider whether extended 
common facilities were to be preferred to increases in pay and 
expenses, whether Members of Parliament defeated at a General 
Election should be allowed to continue to draw their salaries for a 
limited period and other similar issues. The draft terms of 
reference would not, however, permit the Review Body to discuss 
the Peers' allowance; the Chancellor of the Exchequer, the Lord 
Privy Seal and he himself had agreed that this matter was better 
dealt with administratively. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet approved the draft terms of reference as a basis for 
discussion with Lord Boyle. If, as a result of those discussions, 
any significant change were proposed, they would wish to consider 
the matter further. 

The C a b i n e t -

Approved the proposals in CP (71) 47. 



 \ 

Selection of 
Topics for 
Programme 
Analysis and 
Review and the 
Work of the 
Central Policy 
Review Staff 

Rhodesia 
Previous 
Reference: 
CM (71) 15th 
Conclusions, 
Minute 2 

8. The Cabinet considered a memorandum by the Chief 
Secretary, Treasury (CP (71) 43) about the Selection of Topics for 
Programme Analysis and Review (PAR) and a memorandum 
circulated by the Secretary of the Cabinet (CP (71) 44) about the 
work of the Central Policy Review Staff (CPRS). 

The Chief Secretary, Treasury, said that he had set out in 
CP (71) 43 a list of 11 programmes which he judged would provide 
a useful start in the first experimental year of PAR. The selection 
of the programmes had to take account of the large number of 
special reviews and studies already in progress, which might other
wise be suitable for PAR. He suggested that, in dealing with 
inquiries by the Select Committee on Expenditure, it would be 
wise not to refer specifically to PAR or to make known the list 
of programmes under consideration. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet endorsed the proposals in the two memoranda. It 
would be in accordance with established practice not to disclose 
publicly or to Parliament the methods by which any subject under 
study was being reviewed by the Government; and the fact that 
any particular topic was being reviewed under the PAR machinery 
or by the CPRS rather than by any other means should not be 
publicly indicated. 

The Cabinet— 

Took note with approval of the Prime Ministers summing 
up of their discussion. 

SECRET 

*9. The Foreign and Commonwealth Secretary informed the 
Cabinet that, since it was clear that no further progress could be 
achieved by correspondence in our attempt to ascertain whether 
it was possible to reach a settlement with the regime in Rhodesia, he 
had concluded, in agreement with the Prime Minister, that 
emissaries should be despatched to Salisbury in order to seek to 
discover whether the grounds for an agreement genuinely existed. 
The emissaries, who would be led by Lord Goodman, would be 
clearly instructed that their exchanges with the regime in Salisbury 
were to be ad referendum to the British Government; and all 
possible steps were being taken to ensure that their visit to Salisbury 
would remain confidential. 

Cabinet Office, 


2 April, 1971. 


* Previously recorded in a Confidential Annex. 
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C M 20 (71) 

SECRET 

1. The Cabinet were informed of the business to be taken in 
the House of Commons in the week following the Easter Recess. 

SECRET 

2. The Foreign and Commonwealth Secretary said that the 
Pakistani Army appeared to be in control at least of the major cities 
of Dacca and Chittagong. Despite the statement of the Prime 
Minister of India, Mrs. Gandhi, that India would not intervene, there 
were reliable reports that the dissidents were being supplied with 
arms from India; their resistance to the Government forces might 
thus be expected to continue for some time. The Prime Minister 
had sent a message to the President of Pakistan, General 
Yahya Khan, urging him to discuss the situation with the East 
Pakistani leader, Sheikh Mujibur Rahman. This seemed to offer 
the best hope of restoring calm, although the fact that Sheikh Mujib 
had been charged with treason was an obvious difficulty. All British 
subjects who wanted to leave East Pakistan had now done so; some 
400 had decided to remain. 

The Foreign and Commonwealth Secretary said that the 
security situation in Ceylon was causing serious concern. Bands of 
dissident students had raided police stations and attempted to 
destroy bridges. The Prime Minister of Ceylon, Mrs. Bandaranaike, 
had asked us for small arms and ammunition for use by the police; 
and these were being supplied. There were grounds for fearing that 
insurgency might be increasing; and she had now asked also for 
grenades, which were less obviously described as a legitimate police 
weapon. This request was under consideration. 

The Foreign and Commonwealth Secretary said that in a recent 
statement the President of the United States, Mr. Nixon, had spoken 
of withdrawing 100,000 United States troops from Vietnam by the 
end of the year. This constituted a rather smaller number than 
had earlier been expected. 

The C a b i n e t -
Took note of the statements by the Foreign and. 
Commonwealth Secretary. 



Prime 
Ministers 
Visit to 
Germany 

Rhodesia 
Previous 
Reference: 
CM (71) 19th 
Conclusions, 
Minute 9 

Oil Supplies 
Previous 
Reference: 
CM (71) 17th 
Conclusions, 
Minute 3 

3. The Prime Minister said that his visit to Berlin and Bon 
from 4-6 April had been very useful. His discussions with thi 
Federal German Chancellor, Herr Brandt, had covered a wide fielffl 
The Chancellor had promised action in support of our application 
to join the European Economic Community, while pointing out thai 
no one could coerce the French Government, who constituted th i 
main stumbling block, into accepting us and that any influence til 
this end would therefore need to be exerted very discreetlyf 
Herr Brandt had expressed his satisfaction with the ag reeme^ 
recently concluded between the British and the Federal Germaij 
Governments on measures to improve European defence; and hj 
had indicated that he relied considerably on collaboration with ujL 
The Prime Minister said that he had found the morale of the Britisha 
units which he had visited in Berlin and in the Federal Repubhfl 
very high indeed. 

The C a b i n e t -

Took note of the Prime Minister^ statement. 

SECRET! 
jjjj 

*4. The Foreign and Commonwealth Secretary said that our] 
emissaries, led by Lord Goodman, had returned from their visit tl 
Salisbury to meet Mr. Smith and his representatives and had reported 
that the discussions had been reasonably encouraging. Progress! 
towards agreement between the two sides on some important] 
peripheral matters had been made; but on the fundamental issue 
there was still considerable divergence of views. A number of new; 
ideas on the content of a settlement had been put to the Rhodesiaiif 
representatives; and their comments on these would 
communicated to us in writing within the next week or two. If 
would probably then become desirable to arrange for a further! 
meeting of emissaries. 

The C a b i n e t -
Took note of this statement by the Foreign and 
Commonwealth Secretary. 

SECRET 
5. The Secretary of State for Trade and Industry reported thai 

an agreement had now been signed between the Libyan Government 
and the oil companies operating in that country. In balance off 
payments terms it would cost us some £45-50 million a year; and! 
if it were extended, as expected, to the other Mediterranean countries'! 

* Previously recorded in a Confidential Annex. 

SECRET 



concerned, it might cost us a further £30 million a year. The 
agreement would be bound to lead to higher oil costs throughout 
Europe. 

The Prime Minister said that during his recent visit to Bonn 
the Federal German Chancellor, Herr Brandt, had raised the question 
of oil supplies and had indicated that the Federal Government 
wished to increase German participation in the international oil 
business. In particular they were anxious to join the Iranian 
Consortium and hoped that British Petroleum could help to make 
this possible. 

In a brief discussion it was agreed that the Federal German 
Governments readiness to become more fully involved in the 
international oil business was to be welcomed and that we should 
give further thought to the best means of assisting them to do so. 

The Cabinet— 

Invited the Foreign and Commonwealth Secretary, in 
consultation with the Secretary of State for Trade and 
Industry, to consider the means by which British 
Petroleum might assist the Federal German Government 
to join the Iranian Consortium. 

C O N F I D E N T I A L 
6. The Secretary of State for Employment said that earlier 

hopes that the offer by the British Railways Board (BRB) of a 
9 per cent wage increase would be accepted and that industrial 
action on the railways would be avoided had not been realised, 
largely as a consequence of the size of the improved pay offer made 
by the Ford Motor Company, which it must now be expected would 
be followed by VauxhallS. Despite the note of optimism in Press 
reports that morning that the further discussions now proceeding 
between the Board and the three railway unions would lead to an 
early settlement, previous experience suggested that, in default of 
some marginal improvement in the BRB's offer, the union leaders 
might lose control of the situation. Industrial action on a wider 
scale might then develop; and the Board might respond by refusing 
to allow men who would not work normally to take up duty at all. 
The final result might then be a complete stoppage. While the 
Government should not prompt the BRB to raise their offer, if the 
Board's further discussions with the unions indicated that a 
settlement could be secured on the basis of an increase of, say, 
9i, per cent, it might be wise to acquiesce. 



Electricity 
Supply 
Industry— 
Pay of 
Electrical 
Power 
Engineers 
Previous 
Reference: 
CM (70) 45th 
Conclusions, 
Minute 3 

The Secretary of State for Trade and Industry said that the 
Electrical Power Engineers Association (EPEA) were due to meet 
the Electricity Council on 15 April for further discussion of their 
claim for improved pay scales. There was a threat of industrial 
action in the absence of any improvement in the CounciPs present 
offer of 9 per cent plus A\ per cent for pay restructuring. A minor 
improvement in the CounciFs offer to secure a settlement might be 
acceptable, provided that it did not embarrass the British Railways I 
Board in their negotiations. I 

The Prime Minister, summing up a short discussion, said that 
the effects of the industrial action on the railways and the threat off 
industrial action in the electricity supply industry would need to be I 
kept under continuing review during the Easter Recess. The ; 
Secretary of State for the Environment and the Secretary of State 1 
for Trade and Industry should keep in close touch with the:j 
continuing pay negotiations between the BRB, the Electricity I 
Council and the unions concerned; and, if either Board reported 1 
that a fractional increase in the percentage offers would secure a j 
settlement, the Cabinet agreed that, in consultation with thefl 
Secretary of State for Employment, they should be authorised toff 
agree. Suggestions made in current reports by the British . 
Broadcasting Corporation on the BRB's discussions with the I 
railway unions that a significant improvement in the Board's offer 
might be forthcoming had been unhelpful to the successful 
conclusion of negotiations; and the Lord President of the Councffl 
should consider whether that point could be taken up with thea 
Corporation. The Secretary of State for Employment shouldjl 
circulate, for the information of the Cabinet, a note indicating thdfl 
relative pay improvements which had been conceded or were undel j 
discussion in public sector pay negotiations, both in absolute andiral 
percentage terms, as a background for Ministers' consideration of 1 
cases such as the police and the probation service, where speci$JjB 
circumstances—e.g. recruiting difficulties or a need for expansion qfji 
the service in question—might suggest the need to change existinJB 
pay relativities. 

The C a b i n e t -	 9 

(1) Took note, with approval, of the Prime Ministers	 summing 
up of their discussion and invited the Secretaries of State 
for the Environment and for Trade and Industry to be 
guided accordingly. 

(2) Invited the	 Secretary of State for Employment to circulate 
a memorandum for the information of the Cabinet o  p 
the lines indicated in the Prime Minister^ summing up. J 



C M 20 (71) 

C O N F I D E N T I A L 

7. The Cabinet considered memoranda by the Lord Privy Seal 
(CP (71) 45) and by the Lord Chancellor (CP (70) 48) on Civil Service 
Non-Industrial Manpower. 

The Lord Privy Seal said that on 22 December, 1970, the 
Cabinet had decided to reduce the number of non-industrial civil 
servants in post at 1 April, 1971, below 500,000, if necessary by 
arbitrary action. They had also decided to restrict the number as 
nearly as possible to 500,000 by 1 April, 1972, by eliminating 
unnecessary functions in Departments. 

With the help and co-operation of Ministers the first aim was 
being realised. But, in spite of economies achieved by improving 
efficiency, numbers would rise towards a figure of 510,000 before 
the end of the year; and there would be no chance of restricting the 
total to 500,000 at 1 April, 1972, unless some further action was 
taken forthwith. In the light of the Governments public 
commitment to reduce manpower in the public service this prospect 
was not politically acceptable. He would be putting before his 
colleagues in due course proposals for more rational criteria for 
measuring and controlling Civil Service numbers; but, meanwhile, 
immediate action was required. He recognised the difficulties caused 
to Ministers by a departure from the systematic approach which 
had so far been adopted. Nevertheless, if the object were to be 
achieved, he could see no alternative to proposing that a 2 per cent 
arbitrary reduction should be made on staff ceilings at 1 April, 1972, 
in order to ensure that the figure of 500,000 would not be exceeded 
at that date. A decision to this effect should be announced 
immediately. 

The Lord Chancellor said that a 2 per cent reduction in the 
staff of the Courts would cause serious delays in the hearing of cases 
and would result in a decline in the standard of the administration 
of justice which would give rise to strong criticism. A similar 
reduction in the staff of the Land Registry, whose work was 
determined by the volume of sales of land, would also lead to delays 
in house and land purchases which would be resented by public 
opinion. The pledge to reduce the size of the Civil Service, like 
other pledges, should be regarded as a commitment to be honoured 
over the lifetime of the Parliament rather than by arbitrary methods 
during a single year. He could not therefore agree to an arbitrary 
reduction in the staff of the Courts or of the Land Registry without 
further examination of the means by which the proposed total 
reduction in non-industrial numbers might be achieved with sufficient 



discrimination in favour of those policy objectives which should be 
given priority. 1 

In discussion the following main points were made: v 

(a) The level of certain staffs, such as the Prison Service and 
some social services staff, depended on factors which were outside 
the control of the Government. Other staff, such as those engage! 
on immediate tax changes had had to be increased in the short term1 

althougn in some cases the ultimate result would be a saving of stafk 
In other cases, arbitrary reductions would impair efficiency arid! 
even lead to a breakdown in services. In short, a reduction of 
2 per cent without regard to the needs of particular Departments 
would be uneven and capricious in its effect. 

(b) Some Departments had already reduced their staffs more 
than others; and if the question was to be approached systematically,! 
this should be taken into account in assessing the need for further,, 
reductions. On the other hand, if the reduction was to be arbitrary 
it should preferably fall on all alike without exceptions. J 

1 
(c) It was unrealistic and prejudicial to efficiency to regard thl 

total of non-industrial civil servants as the sole criterion by which 
to judge the Governments progress in improving the efficiency of 
the public service. Considerable bodies of staff who were classified 
as non-industrial civil servants were not so regarded by public) 
opinion. On the other hand temporary staff were excluded from the! 
calculation. More rational criteria should be devised for the] 
measurement of staff numbers, in order that the Government should! 
be seen to be dealing effectively with the real substance of th 
problem. 

(d) Numbers could be reduced more quickly if improved^ 
superannuation and redundancy terms could be brought more, 
rapidly into effect. In addition, while many measures recommended; 
in the report of the Committee on the Civil Service (the Fulton 
Report) should improve efficiency and eventually yield stall 
reductions, others were tending to require additional staff for their; 
implementation. 

M 
(e) The Governments pledge to contain and to reduce the; 

number of non-industrial civil servants was of great politic! 
importance. The general public would not accept, for example, tha 
the size of the Civil Service could not be reduced following the, 
recent reorganisation of Central Government. To defer genuhlj 
reductions at this stage would only make the ultimate attainment ol 
the Governments objective more difficult. 

I 
The Prime Minister, summing up the discussion, said that th 

Cabinet, while endorsing the political importance of reducing t' 
size of the Civil Service, felt that an arbitrary 2 per cent reductio 



1

would take insufficient account of the different needs of individual 
Departments and the varying degrees in which their efficiency would 
be affected. It was generally accepted, however, that there was room 
for a reduction in numbers by the more effective use of staff and 
the elimination of unnecessary administrative procedures. In the 
 first few months of the Governments life Ministers had necessarily 
been concentrating on policy issues; but they might now profitably 
turn their personal attention increasingly to the management
problems of their Departments. He would discuss the matter further 
with the Lord Privy Seal, taking account of the points raised in 
discussion, including the need to arrive at rational criteria for staff 
measurement; and the Lord Privy Seal would thereafter examine 
with the individual Ministers concerned how reductions could be 
achieved in each Department without impairing their service to the 
public. 

The C a b i n e t -
Took note with approval of the Prime Minister^ summing 
up of their discussion. 

CONFIDENTIAL 

8. The Prime Minister expressed his thanks to his colleagues 
for their efforts towards the progress which the Government had 
been able to achieve since the Christmas Recess. The Cabinet 
would particularly wish to congratulate the Lord President of the 
Council and the Chief Whip on the manner in which they had 
ensured the despatch of a very heavy load of legislative business. 

Cabinet Office, 
8 April, 1972. 
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CONFIDENTIAL 

1. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. In the House of Lords 
the Committee Stage of the Industrial Relations Bill would begin on 
26 April. 

2. The Lord Privy Seal said that the Legislation Committee had 
approved the draft Pensions (Increase) Bill, subject to the resolution 
of a point of policy concerning the computation of the amount of 
the increase in respect of the period from 1969 to 1971. The period 
of two years on which the review of increases in the cost of living 
was based ended on 1 April, 1971; but for administrative reasons 
it would not be possible to start paying the increases which would be 
authorised by the Bill until 1 September, 1971. The increase in the 
cost of living likely to occur between those dates would diminish 
the value of the payments; and the Government would therefore be 
liable to be accused of failing to honour their pledge that the 
purchasing power of public service pensions would be preserved. 
After consultation with his colleagues principally concerned, he had 
rejected the possibility of back-dating or of annual reviews as a 
means of dealing with this problem; and he had reached the 
conclusion that the proper course was for the Bill to provide that 
the calculation of the increases should include a projection of the 
increase in the cost of living between 1 April and 1 September, based 
not on any element of economic judgment but on the average increase 
over the two years of the review period. Unless action was taken on 
those lines, he feared that the measure, instead of reflecting credit 
on the Government, would be regarded as niggardly. The projected 
increase in the cost of living was likely to be less than the actual 
increase and less than that on which the increase in National 
Insurance benefits had been calculated. 

In discussion it was agreed that it would be wrong to deal 
with the problem of back-dating or by annual reviews. It was 
argued, however, that to base the increase in pensions on the 
projection proposed would endanger the Governments efforts to 
contain wage inflation by appearing to be inconsistent with the 
principle, which the Government had striven to maintain, that wage 
increases should not anticipate future increases in the cost of living. 
On the other hand the proposal did not involve the anticipation of 
likely cost of living increases subsequent to the date of payment; it 
merely recognised increases which had taken place before that date. 
Both for this reason and because the arithmetical projection was 
likely to involve a smaller increase than would in the event be found 
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Company 


Vehicle and 

General 
 by the Parliamentary Under-Secretary of State, Department of Trade I 


actually to have taken place, the proposal was hardly likely to be 

exploited by trade unions in wage negotiations. Moreover, the issue 

of public service pensions was politically emotive; and public opinion\ 

was not likely to see any inconsistency between the just treatment 

of pensioners and the containment of excessive wage claims. It was j 

arguable, however, whether it was necessary that the basis on which ' 

the increase to be pa id-on 1 September was calculated need be; 

specifically explained in presenting the measure to the public. It \ 

was not disclosed for purposes of the uprating of National InsuranceI 

benefits; and it should be possible simply to assert that the sum in I 

question had been fixed with due regard to all the circumstances, j 

including the delay which would arise in the actual payment of the j 


desirable that the pattern now proposed should be regarded as al 

precedent for future pensions increase measures; it would in any 


involved made it possible for the increases to be paid immediately \ 

at the end of the two-year review period. 


increases. The sum might also be better described as an " updated" 1 

amount rather than as involving a " projection". It was not 1 


event be otiose if an improvement in the administrative procedures I 


I 

The Prime Minister, summing up the discussion, said that the i 


Cabinet agreed that the increases to be paid on 1 September, 1971,1 


Paper which was to be published at the same time as the Bill should j 


might be avoided. 


should be on the basis proposed by the Lord Privy Seal. The White I 


refer to the amount of the increase as having been decided with due I 

regard to all the circumstances, including the lapse of time between 1 

1 April and 1 September; and it should not refer in precise terms 1 

to any " projection " of the increase in the cost of living. The Lord I 

Privy Seal, in consultation with the Chancellor of the Exchequer and 1 

the Secretary of State for Employment should revise the Bill and 1 

the White Paper accordingly. Thereafter, the Bill could be 1 

introduced at a time to be decided in consultation with the Lord 1 

President. Consideration should now be given to means of ensuring 1 

that on future occasions increases might be paid immediately at the 1 

end of the review period in order that any erosion of their value 1 


The C a b i n e t -
Took note, with approval, of the Prime Ministers summing ] 
up of their discussion. 

C O N F I D E N T I A L ! 

3. The Cabinet discussed the action to be taken in the House! 

of Commons following the information given on the previous day 1 




and Industry (Mr. Ridley) to Mr. R. Carter, M P , concerning the 
unauthorised and premature disclosure in a memorandum by an 
official of the Department of certain information about the affairs 
of the Vehicle and General Insurance Company. It seemed probable 
that a Private Notice Question by Mr. Carter that afternoon would 
be disallowed. The Cabinet agreed that a statement should 
nevertheless be made in the House of Commons by the Secretary 
of State for Trade and Industry to the effect that the matter was 
being investigated at the instance of the Director of Public 
Prosecutions. The statement should be prepared in consultation with 
the Attorney-General; and care should be taken, in dealing with 
any questions about future safeguards for confidential information 
in the possession of the Department, not to prejudice any criminal 
proceedings which might result from the current investigations. 

The C a b i n e t -
Invited the Secretary of State for Trade and Industry to 
make a statement accordingly in the House of Commons 
that afternoon. 

SECRET 

4. The Cabinet were informed of certain action which was 
being taken to intensify security in the Houses of Parliament as the 
result of a recent incident in which a Member of the House of 
Commons had been involved. 

SECRET 

5. The Foreign and Commonwealth Secretary said that the 
Pakistani Army seemed now to be in control of most of the East 
Wing of Pakistan; but reports suggested that there might still be 
some resistance in the most easterly area of the Wing. The 
Government were sending more troops to the East Wing; but their 
lines of communication were becoming increasingly difficult. The 
independence of the so-called State of Bangla Desh had been 
proclaimed in a village near the Indian border; and it must be 
assumed that the Government of India were privy to the plan to 
make the proclamation and might be tempted to recognise the new 
State. The situation continued to be very confused; and hideous 
atrocities were being committed on boths sides. Nevertheless, it 
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would be legitimate for us to continue to take the line that the 
Government of Pakistan were in generally effective control of the 
territory; and there could be no question of our considering 
recognition of Bangla Desh at this stage. 

In a brief discussion it was suggested that some Members of 5 
Parliament might be critical of the attitude adopted by the j 
Government towards developments in Pakistan and that the j 
forthcoming arrival of a Pakistani cricket team might further 
stimulate such criticism. 

I 
The Prime Minister, summing up the discussion, said that the 

situation would have to be kept under close review but that it would 
be preferable for Ministers not to make any public statements 
relating to the tour of the cricket team at this stage. 

The Cabinet— 
I 

1.	 Took note of the statement by the Foreign and Common-1 
wealth Secretary and of the Prime Minister^ summing I 
up of their discussion. 

I 
The Foreign and Commonwealth Secretary said that reports! 

from Ceylon indicated that the insurgents were still operating in j 
very large numbers and were causing serious difficulties for thel 
Government. Some 30-50 police stations had been destroyed;! 
bridges had been blown u p ; and further damage had been done to 1 
property. The Government had arrested a number of suspects, k 
including some Members of the Ceylonese Parliament; but they were I 
finding it difficult to regain control of the situation because of the: 
incompetence and poor equipment of the Army. In response to anf 
appeal from the Prime Minister of Ceylon, Mrs. Bandaranaike, wel 
had supplied some ammunition, together with six helicopters which! 
we had acquired for use by the Ceylonese authorities. Mrs.! 
Bandaranaike had appealed also to the Soviet Government, who had f 
sent helicopters and MiG fighters, which were reported already to) 
be operating in Ceylon. It had been right for us to respond to the! 
appeal for help from a Commonwealth Government; but in view off 
the confused nature of the situation and of the involvement of! 
Soviet forces any further requests for assistance would need;! 
particularly careful consideration. m 

M 
The Foreign and Commonwealth Secretary said that thel 

Government of Egypt, Libya and Syria had announced that they f 
would form a federation in the autumn. First indications suggested! 
that this would probably be little more than a nominal association;! 
but by taking even that step the Government of Egypt seemed tdSj 
be putting themselves in a position in which their partners couldf 



veto their actions. This was of particular relevance to trie 
Arab/Israel dispute in view of the fact that Syria had never accepted 
Security Council Resolution 242 of 1967. One of the motives of 
the Egyptian Government in purporting to move towards federation 
might have been to indicate to the Government of Israel that there 
was now only limited time within which a settlement of the dispute 
could be achieved. Meanwhile, reports had been received of the 
discussion of a possible agreement between the Governments of Israel 
and the United Arab Republic to permit the reopening of the Suez 
Canal. 

Sierra Leone The Foreign and Commonwealth Secretary reported that the 
"revious Government of Sierra Leone had declared that country to be aReference: 

republic. All the indications were that they had proceeded, and [(71) 19th 
Conclusions, intended to proceed, legally; and it seemed unlikely that any 
tinute 2 particular difficulty would be encountered in making arrangements 

to give effect to the change of status. 

rish Republic The Foreign and Commonwealth Secretary said that following 
the attack by the Irish Republican Army on Royal Navy launches, 
of which the Cabinet would be aware, he had instructed Her 
Majesty's Ambassador in Dublin to suggest to the Government of 
the Irish Republic that they should offer to pay compensation rather 
than wait for a British demand to be made. The Ambassador had 
reported that the Government of the Irish Republic had reacted 
positively to this suggestion. 

The Cabinet— 

2.	 Took note of the statements by the Foreign and Common
wealth Secretary. 

C O N F I D E N T I A L 
dustrial 6. The Secretary of State for Employment said that two of the 

three unions concerned had accepted the latest wage increase offered 
ritish Rail by the British Railways Board (BRB); but the Executive Committee 
I fevious of the National Union of Railwaymen (NUR) had divided 12 against 
eference: 12 on the offer and their General Secretary, Sir Sidney Greene, was 

[(71) 20th 
therefore making arrangements to consult the full membership of the aclusions, 

lute 6 union. The existing agreement between the union and the BRB 
was valid until 3 May ; and Sir Sidney Greene was proposing to 
summon another meeting of his Executive before then, when it was 
expected that the offer would be accepted. 
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The Secretary of State for Employment said that at a very late I 
s t a  t * i e r e n a c * D e e n a^ e  failure to reach agreement between the British 1 
Overseas Airways Corporation (BOAC) and the Association off 
Merchant Navy Airline Officers about the pay of flight engineers.! 
This had resulted in the continued grounding of B O A C s Boeing-7471 
aircraft. The union was now holding a referendum of its members, 1 
which would take three weeks; a settlement would have to await I 

1 


its outcome. Underlying the present dispute was the fear on the j 
par t of the flight engineers that they would become redundant in j 
BOAC and that their places would be taken by pilots, as was J 
becoming increasingly frequent in foreign airlines. This apprehension I 
was likely to cause continuing trouble for some time ahead. 1 

The Prime Minister said that the next round of public sector pay J 
negotiations would shortly be starting; and he would accordingly! 
arrange for early consideration of the general policy, first in the; 
Economic Strategy Committee and as soon as possible thereafter by; 
the Cabinet. 

The Cabinet— 

Took note of the statements by the Prime Minister and 
the Secretary of State for Employment. 

SECRET; 

7. The Cabinet considered a memorandum by the Lord 
President of the Council (CP (71) 51) on the legislative programme 
for the 1971-72 Session. 

The Lord President said that, in the light of the discussion in I 
Cabinet on 4 and 9 February, 1971, the Ministerial Committee on 
Future Legislation had considered proposals made by Departments! 
for legislation during the 1971-72 Session. The resulting programme! 
was heavy; and, on the assumption that we joined the European! 
Communities, it would place a severe strain on the legislative! 
capacity of Parliament. In addition to the two Bills which would! 
be required in connection with entry into Europe, the programme! 
included major Bills on Value Added Tax, Local Government^ 
Reform (separate Bills for England and Wales) and Reform oh 
Housing Finance (with a separate Bill for Scotland). It had beens 
suggested that there would be advantage in taking Reform of Local 
Government (Scotland) during the 1971-72 Session instead of leaving! 
it until 1972-73 as had been earlier proposed; but, if so, the Bill could"! 
only be accommodated if some other major Scottish Bill werel 
sacrificed. 



In discussion there was general acceptance of the proposals. 
The following main points were made : 

(a) The Governmenfs proposals for local government reform 
in Scotland commanded a wide measure of acceptance; only in a few 
areas were they controversial. It had always been planned to legislate 
in the 1972-73 Session, which would leave ample time for the 
necessary consultations and would make it possible for the boundaries 
of the new authorities to be fixed in the Bill. Legislation in 1971-72 
would reduce the pressure on the Government to make changes. But 
it would also imply that the consultations would be more hurried 
and that the boundaries would have to be left for future settlement. 
On balance it seemed better to adhere to the existing timetable, 
particularly since this would not prevent the Government from 
bringing forward, during the present Parliament, their proposals for 
giving the Scottish people a greater say in their own affairs. 

. (b) There might be some embarrassment if the proposed Bill 
on Salmon and Freshwater Fisheries (Scotland) were introduced 
before parallel legislation was possible in relation to England and 
Wales, although off-shore fishing was more important in Scotland. 
The issues might be further complicated if we joined the European 
Communities. 

(c) There might be advantage in expanding the Monopolies and 
Mergers Bill to comprehend Restrictive Trade Practices, if 
Departmental resources would permit this and all the proposals 
could be accommodated in a single measure. 

(d) If the National Health Service Charges Bill could be 
enacted during the present Session, the economies which the Cabinet 
had decided to effect would be more easily achieved. On the other 
hand to introduce so controversial a measure late in the Session 
might prejudice the passage of other Bills. Moreover, it was desirable 
that the Cabinet should have a further opportunity of considering 
the issues of policy involved. 

(e) The Employment Medical Advisory Service Bill would make 
relatively little demand on drafting resources, since it should be 
possible to use clauses prepared for the previous Administration. 
Moreover, its introduction would be generally welcome; and under 
revised proposals the manpower required could be found within the 
Department's ceiling. 

The Prime Minister, summing up the discussion, said that the 
Cabinet accepted the proposals in CP (71) 51, subject to the points 
which had been made. There should be further consideration of the 
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desirability of deferring the Bill on Salmon and Freshwater Fisheries: 
(Scotland) until parallel legislation for England and Wales was 
possible, and of the possibility of including legislation on restrictive! 
trade practices in the Monopolies and Mergers Bill. 

The Cabinet— 

1.	 Approved the proposals in CP (71) 51, subject to the points? 
made in discussion. 

2.	 Invited the Secretary of State for Social Services to bring! 
before the Cabinet at an early date his proposals for 
National Health Service Charges. 1 

3.	 Invited the Lord President of the Council to consider, inj 
consultation with the Secretary of State for Scotland anil 
the Minister of Agriculture, Fisheries and Food, whether;: 
it would be preferable to postpone the Bill on Salmon^ 
and Freshwater Fisheries (Scotland) until a later Session! 

4.	 Invited the Lord President of the Council to consider, irl 
consultation with the Secretary of State for Employment, 
and the Secretary of State for Trade and Industry.^
whether legislation on restrictive practices could bel
included in the Monopolies and Mergers Bill. 

CONFIDENT!/ 
8. The Cabinet had before them a memorandum by the 

Secretary of State for Trade and Industry about the structure of thl 
steel industry (CP (71) 38), to which were attached the draft of 
proposed Parliamentary statement and a note of the Government 
political commitments on the subject. 

The Prime Minister said that, as agreed by the Cabinet on 3 
March, a small group of the Ministers most closely concerned, undel 
his chairmanship, had given further.xonsideration to the proposal 
by the Secretary of State for Trade and Industry in CP (71) 38 thai 
the basic steel-making responsibility of the British Steel Corporatici 
(BSC) should not be split. They had endorsed the Secretary JJ 
State's conclusions; and, if the Cabinet agreed, the Secretary of Stall 
would announce them on 27 April. They were that the necessaf 
modernisation of the industry would require substantial investmeii 
in new, large, integrated plant, together with the closure of many I 
the existing smaller works in order to reduce costs; and that t l 
financing and management of this major programme of reorganisatifl 
could be satisfactorily dealt with only on a national scale. I t was cle 
that the bulk of Britain's crude steel-making capacity would nef 



to be kept as a single management unit if British steel was to be 
internationally competitive in modern conditions. The B S C s present 
size was in fact no greater than that of its major foreign competitors. 
The proposed announcement would not pre-judge, however, the level 
of basic capacity to be retained by the BSC or, indeed, its future 
management structure. These would be matters for further 
consideration in the light of the Secretary of State's current review 
of BSC finance and development, as would also the appropriate 
boundary of the B S C s other activities. When that review was 
completed, probably by the autumn, it should be possible to take 
decisions about the requirement for a major new steelworks and its 
location. A number of other specific, but less major, decisions could 
probably be taken when the first stage of the review was completed, 
in about a month's time. The reorganisation of BSC management 
would also be a matter for consideration in the context of the review. 
The view that the B S C s present responsibility for basic steel-making 
should be maintained was shared by informed opinion throughout 
the steel industry; and an early announcement would improve 
morale and provide the industry with a greater sense of stability, 
thus generating a better climate in which to secure the necessary 
reorganisation of the BSCs management and control. The draft 
statement annexed to CP (71) 38 kept open the possibility of 
recruiting private and foreign capital and made it clear that the 
Government would welcome new steelworks developments in the 
private sector. This should be well received by the industry and 
the Government^ supporters, even though the prospects of attracting 
private investment into basic steel-making were limited when the 
unit size of new plant was likely to be upwards of 10 million tons 
and the Opposition maintained their present policy towards the 
industry. There might be opportunities, however, for developing 
and financing new plant in partnership with major European steel
makers. In basic steel-making we should have to rely on the stimulus 
of external competition, which would be intensified if we joined the 
European Economic Community; domestic competition with the 
private sector in finished products would also be enhanced by certain 
adjustments now being contemplated in the boundary between the 
two sectors. 

The Cabinet— 
1. Took note, with approval, of the statement by the Prime 

Minister. 
, 2. Approved the proposals in CP (71) 38. 

Cabinet Office, S.W.1 
22 April, 1971 
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Subject 

VEHICLE AND GENERAL INSURANCE COMPANY 



The Prime Minister said that when the Department of Trade 
and Industry became aware in November 1970 that the contents 
of certain Departmental documents about the affairs of the Vehicle 
and General Insurance Company had become known without 
authority to a third party, an immediate Departmental investigation 
had been put in hand. This had failed to elucidate how the 
information came to be disclosed; and the matter had then been 
reported to the police and subsequently to the Director of Public 
Prosecutions. As a result the Attorney-General had directed that 
further inquiries should be made ; and these had now been carried 
as far as was possible. The Attorney-General, having considered 
all the information resulting from these investigations, had decided 
not to institute proceedings under Section 2 of the Official Secrets 
Act, 1911; and he proposed to announce his decision later that 
morning. 

A number of questions now arose. First, it might be asked 
whether the Directors of the Company had acted improperly in 
their management of the Company's affairs. This was already the 
subject of;an inquiry initiated by the Secretary of State for Trade 
and Industry under the Companies Act, 1948; and this inquiry 
should clearly be allowed to follow its normal course. Second, it 
would be desirable to review the relations between the Government 
and the Company over the period of time since the date when 
the Government first thought it necessary to concern themselves 
closely with the Company's affairs. An application had already been 
made to the Parliamentary Commissioner for Administration in this 
context. Third, it was clearly necessary, in the light of the Attorney-
GeneraFs decision, to inquire further into the circumstances in which 
confidential information about the affairs of the Company had been 
disclosed or obtained. Fourth, it must be established whether, in 
the knowledge that it had been disclosed, the Department of Trade 
and Industry were nevertheless right to continue to deal with the 
Company's affairs without apparent reference to that fact. Finally, 
it was necessary to ensure that the measures in force vfor the 
protection of confidential commercial information in the possession 
of Departments were adequate; and steps were currently being taken 
to review them. 

In consultation with the Ministers principally concerned, he had 
considered how these interrelated questions, apart from the first, 
would best be made the subject of authoritative inquiry. It had 
been judged inappropriate to refer the disclosure of information 
to the! Security Commission, since the Commission^ function related 
to national security and not to the protection of commercial 
information. To appoint a single judge to inquire into the issues 
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1

involved would be unlikely to carry conviction, not least because the 
judge would have no power to require the production of evidence. 
The appointment of a Select Committee of the House of Commons 
would not be a satisfactory means of arriving at an authoritative 
judgment, since the questions at issue would inevitably become 
matters of Party debate. Indeed, the Royal Commission on 
Tribunals of Inquiry had recommended strongly against the appoint
ment of Parliamentary Select Committees for inquiries of this nature. 
It seemed, therefore, that the only appropriate course would be to 
appoint a Tribunal of Inquiry under the Tribunals of Inquiry 
(Evidence) Act, 1921, with terms of reference which would include, 
first, the question whether, and if so by whom, the information 
involved had been improperly disclosed or obtained and whether 
any use had been made of this information for private advantage; 
second, the question whether there had been any negligence or 
misconduct by persons in the service of the Crown directly or 
indirectly responsible for the discharge, in relation to the companies 
concerned, of functions under the Insurance Companies Acts, 
1958-67; and, third, the question whether there was any evidence 
that the interests of policyholders or shareholders of those companies 
had been adversely affected as a result of any impropriety, 
negligence or misconduct which might be found to have occurred. 
The Tribunal would not examine the conduct of the Directors of the 
company in relation to their management of its affairs, which would 
remain the subject of the inquiry under the Companies Act. 
Although an inquiry under the Tribunals of Inquiry (Evidence) Act, 
1921, had been generally accepted as precluding in practice the 
institution of criminal proceedings in relation to the matters with 
which it dealt, that was not the case in relation to an inquiry under 
the Companies Act; and, if that inquiry indicated that offences had 
been committed in relation to the Company's management of its 
own affairs, it would be possible to institute the necessary criminal 
proceedings. 

 The Secretary of State for Trade and Industry said that he fully 
concurred in the course of action proposed by the^ Prime Minister. 

In discussion there was general agreement that the appointment 
of a Parliamentary Select Committee would be an inappropriate 
method of dealing with the issues involved and that it would be right 
to establish a Tribunal under the 1921 Act immediately. The 
Cabinet then considered the terms of a statement to be made by the-
Prime Minister in the House of Commons that afternoon, 
announcing the Governments decision. The following main points 
were made: 

(a) It might help to counter any suggestion that the establish
ment of a Tribunal was itself an indication that something 



discreditable had necessarily occurred, if it were made plain that 
the Tribunal was being set up in the public interest and in defence 
of honest administration. 

(b) If, as proposed, the Tribunal was to inquire whether there 
was any evidence that the interests of policyholders or shareholders 
had been adversely affected, the Government might be asked what 
redress would be available to those concerned if such evidence were 
found. It was recognised, however, that no statement could be made 
on this issue until the result of the Tr ibuna ls inquiry was known. 

(c) The Royal Commission on Tribunals of Inquiry had 
recommended that the practice whereby the Attorney-General 
normally appeared before the Tribunal to present the evidence 
should not continue. The Tribunal which had subsequently 
inquired into the Aberfan disaster, however, had requested the 
Attorney-General of the Labour Government to assist them; and 
the Attorney-General therefore proposed to ask the Tribunal 
whether they wished him to appear. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that a Tribunal of Inquiry under the 1921 Act should 
be appointed forthwith. He would announce this decision in the 
House of Commons that afternoon in the terms which the Cabinet 
had generally approved in discussion. The Lord President and the 
Lord Privy Seal should arrange for the necessary Resolutions under 
the 1921 Act to be tabled that day, with a view to both Houses of 
Parliament being asked to approve them on the following day. It 
was usual for a Judge of the High Court to be appointed as chairman 
of the Tribunal and to be assisted by two Queen's Counsel. The 
Lord Chancellor had been considering possible candidates; and it 
would be desirable that a decision should be reached, in consultation 
with the Home Secretary and himself, in time for it to be announced 
on the day following the passing of the Resolutions. 

- The	 C a b i n e t -
Agreed that a Tribunal of Inquiry should be appointed 
under the Tribunals of Inquiry (Evidence) Act, 1921, on the 
basis indicated in the Prime Ministers summing up of their 
discussion. 

. Cabinet Office, 
I 27 April, 1971. 

C O N F I D E N T I A L 
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SECRET 

1. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. 

2. The Foreign and Commonwealth Secretary said that the 
Annual Meeting of the Council of the South-East Asia Treaty 
Organisation had just been successfully held in London. N o 
particular problems had been raised at this meeting. 

The Cabinet— 

1.	 Took note of the Foreign and Commonwealth Secretary's 
statement. 

The Foreign and Commonwealth Secretary said that three 
aspects of the continuing unrest in East Pakistan gave grounds for 
concern. First, some 200,000 East Pakistani refugees were now in 
Indian territory without shelter or adequate supplies of food. 
Public opinion in this country would expect the Government to be 
taking some action to alleviate their suffering; and he was therefore 
proposing to inform the major charitable organisations that we 
could help them by providing space for relief supplies in military 
aircraft or, if this proved unacceptable to the Government of India, 
in chartered civilian aircraft. It would be wise to consider carefully 
giving the Government of Pakistan an explanation of the action 
which we were taking. Second, the economic plight of Pakistan 
was very serious, particularly since the Governments reserves of 
foreign exchange were likely to be exhausted in May. Action by 
a number of countries would be required to deal with the situation; 
and we were already in touch with the United States Government 
on this matter. Third, there was a prospect of famine in East 
Pakistan in July or August. He had discussed this aspect of the 
problem with the United States Secretary of State, Mr. Rogers; and 
they had agreed to appeal jointly to the Secretary-General of the 
United Nations, U Thant, to send an expert team to the area at 
once in order to assess its requirements of foodstuffs. 

In the course of a brief discussion it was suggested that 
Parliament should soon be told as much as possible about the steps 
which we were taking in order to alleviate suffering and to restore 
stability in the area. But, although such a statement would be very 
desirable, care should be taken to say nothing which might cause 
embarrassment to the Government of Pakistan. Moreover, the 
United States Secretary of State had indicated that he would prefer 
no publicity to be given to the approach to U Thant at this stage. 

B* -4 
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The Prime Minister, summing up the discussion, said that he 
had received a special envoy of President Yahya Khan, Mian 
Arshad Husain, on 27 April. He had explained to him that the 
amount of help which we could give was bound to depend on the 
state of public opinion in this country and on the extent to which 
the Government of Pakistan showed that they were dealing 
effectively with the situation in East Pakistan. He had emphasised 
that two matters were^ causing us special concern: the reportedly 
brutal conduct of the Army in East Pakistan and the serious 
economic position of the country. 

The Cabinet— 
2.	 Took note of the statements by the Foreign and Common

wealth Secretary and the Prime Minister. 

The Foreign and Commonwealth Secretary informed the 
Cabinet that the Soviet Government had asked for the removal of 
a Second Secretary from the British Embassy in Moscow. It 
appeared that this action was intended as retaliation for our having 
recently declared three members of the Soviet Mission in London 
personae non gratae and having also refused to accept the last 10 
officials whom the Soviet Government had proposed to assign for 
duty here. Consideration was being given to further action to deal 
with the unsatisfactory situation in which the Soviet Government 
maintained in London a large number of diplomatic representatives 
whose activities in many cases appeared to extend beyond their 
normal duties. 

The Cabinet— 
3.	 Took note of the statement by the Foreign and Common

wealth Secretary. 

CONFIDENTIAL 
3. The Secretary of State for Employment informed the 

Cabinet that the National Union of Railwaymen had now decided 
to accept the revised wage increase offered by the British Railways 
Board and that the railway unions' pay claim had therefore been 
settled on a basis which would add 9-4 per cent to the Board's total 
wage bill. This was reasonably satisfactory in the light of recent 
wage settlements in the private sector. 

The Secretary of State for Employment said that the dispute 
between the British Overseas Airways Corporation and the 
Merchant Navy and Airline Officers Association about the pay of 
flight engineers had been settled on the basis of a 10 per cent wage 
increase and that the Corporation had therefore been able to bring 
their Boeing 747 aircraft into service. 
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The Secretary of State for Employment said that the report of 
the Committee of Settlement under Sir Henry Hardman, which was 
considering the pay claim of the Union of Post Office Workers, was 
to be presented to the parties to the dispute on 6 May. 

The Secretary of State for Employment said that Fords had 
offered their supervisors and foremen a 3-stage increase in pay, 
which could raise their earnings by £1,000 or more a year. This 
settlement followed inevitably from the recent agreement with the 
company's manual workers. 

The Secretary of State for Employment said that the shipowners 
had, offered, and the unions representing Merchant Navy officers 
had accepted, a 16 per cent wage increase, effective from June. 
This was bound to! be followed by a similar offer to the seamen and 
must be regarded as a matter of considerable concern. H e had 
already discussed the matter with the shipowners' representatives 
but had failed to convince them of the need to take a firmer stand. 
This was an instance which emphasised the need for powers to 
penalise employers who acquiesced in extravagant settlements. He 
proposed to discuss further with the shipowners the 
recommendations in the 1966 Pearson Report about the bargaining 
structure and methods in the shipping industry on which action 
was still outstanding. 

The Prime Minister, summing up a short discussion, said that 
the case for ensuring that firms conceding high pay increases should 
not be protected from the economic consequences of their action by 
financial or other assistance from the Government needed further 
consideration. An examination should be made of pricing policy 
in the oil1 industry, where it was necessary to establish that the 
consumer was not being exploited as a result of the recent 
international negotiations. The possibility of the use of tariffs as a 
sanction
difficulty,

 against extravagant settlements,
 should also be considered. 

 despite its inherent 

The Cabinet— 

Took note, with approval, of the
discussion by the Prime Minister. 

 summing up of their 

1 3 2 9 8 5 - 4 B* 2 



Aircraft 
Industry 

Concorde 
Previous 
Reference: 
CM (71) 15th 
Conclusions, 
Minute 9 

RB-211 
Previous 
Reference : 
CM (71) 18th 
Conclusions, 
Minute 1 

SECRET 
4. The Secretary of State for Trade and Industry said that in 

the course of his meeting with M. Chamant, the French Minister of 
Transport, on 22 April, he had secured the latter's agreement to the 
proposal, approved by the Cabinet on 18 March, that the 
fundamental review of the Concorde aircraft project should be 
postponed until all the relevant information was available, probably 
at about the turn of the year. The Cabinet had also been 
concerned that he should seek to ascertain whether the French 
Government had developed any doubts about the project. 
M. Chamant had implied that they were in fact divided. 
M. Chamant himself believed, and had so advised his colleagues, 
that the aircraffs noise level would be critical to its commercial 
prospects; and he had also had difficulty, in the absence of any firm 
assurance that the future of the project was secure, in persuading 
the French Treasury to provide the additional funds needed for the 
production programme. But, although individual French Ministers 
might vary in their attitude towards the project, it was clear that the 
French President was personally determined that it should 
proceed: and this had made it the more difficult to ensure that the 
terms of the published communique about the discussions did not 
create the impression that the future of the project was virtually 
assured but made it clear that the fundamental review of its 
prospects was still to come. 

The C a b i n e t 
1.	 Took note of the statement by the Secretary of State for 

Trade and Industry. 

The Secretary of State for Defence recalled that we had made 
it an essential condition of our willingness to conclude a new 
contract for the RB-211 engine that the United States Government 
should be involved in assurances, acceptable to us, that the TriStar 
aircraft project would be able to rely on sufficient financial support 
and sufficient airline orders to enable it to continue. Subject to 
the resolution of a number of relatively minor issues, we should 
shortly be in a position to initial a new contract; and the United 
States Administration had announced their readiness to seek 
Congressional authority to underwrite the final instalment of credit 
necessary to enable Lockheed to complete the project, provided 
that the United States banking consortium was prepared to advance 
the necessary funds and the airlines placed sufficient orders to make 
the project viable. But, since they wished the contract to be 
completed and initialed before seeking Congressional authority, 
we should need to arrange for it to contain a clause to the effect that 
it would not come into force until the United States Government, 
after obtaining Congressional authority, gave us the assurances we 
required. Such a clause had been drawn up in consultation with 



the Attorney-General. There remained the question whether we 
should seek to prescribe a final date beyond which we would not 
be ready to wait for these assurances and would be released from 
our commitment to the RB-211. It would be unreasonable to 
expect Congressional authority to be obtained very quickly; and 
discussions with some of the airlines were also making slow 
progress. All the four airlines concerned, however, intended to 
send representatives to this country for further discussions in the 
second week of May. On the other hand we should by then already 
have committed some £24 million under our indemnity agreement 
with the Receiver in order to preserve the RB-211 project; and by 
the end of July expenditure would have risen to at least £50 million. 
He therefore proposed to seek the advice of H M Ambassador in 
Washington about the feasibility of stipulating a terminal date 
acceptable to us which would not embarrass the United States 
Administration. When the contract was initialed, it would be 
appropriate to inform Parliament. 

In discussion there was general agreement with these proposals. 
The message recently sent to Congress by the Secretary of the 
United States Treasury, Mr. Connally, that continuation of the 
TriStar aircraft was essential to the future of the Lockheed 
Corporation, the inclusion of a terminal date in the contract and an 
early Parliamentary statement indicating the extent to which we 
ourselves had committed funds to the project should all be helpful 
in securing an early decision by Congress. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed with the suggestions made by the Secretary of 
State for Defence, who should now prepare, in consultation with 
the Lord President of the Council, the Secretary of State for Trade 
and Industry and himself, the draft of a possible Parliamentary 
statement to be made when the contract was initialed or earlier, 
if knowledge of the contract became public. 

The Cabinet— 
, 2. Took note, with approval, of the Prime Ministers summing 

up of their discussion. 

C O N F I D E N T I A L 
5. The Cabinet had before them a memorandum by the 

Secretary of State for Defence (CP (71) 52) about the pay of the 
Armed Forces. 

The Secretary of State for Defence said that his proposals to 
increase Servicemen's pay up to and including one-star officers 



(except doctors and dentists) by 9^ per cent from 1 April at a total 
cost of about £60 million in 1971-72 were based on grounds of both 
equity and national interest. The Armed Forces had achieved! 
comparability with civilian standards for the first time as a result! 
of the 26 per cent increase in pay in April 1970 which had been;! 
recommended by the National Board for Prices and Incomes! 
(NBPI). Since then their pay had again dropped substantially 1 
behind civilian pay; and, if no interim increase was given now, anl 
increase of 25-30 per cent seemed likely to be justified in April I 
1972 which would be even more damaging to the Governments J 
incomes policy. Although the NBPI report had envisaged that twoi 
years would elapse before the 1971 pay scales were increased, it I 
had been recognised that interim reviews might be necessary. The j 
Forces had been given an assurance to that effect; and they would 1 
be aware that others who were party to two-year agreements werel 
currently receiving interim increases. It was true that to some! 
extent the Forces were insulated against the full impact of increases! 
in the cost of food and accommodation; but the proposed interim1 
increase took account of that fact and would only restore 1 
comparability with civil standards. If Forces' pay was increased as I 
proposed, there would be proportionate increases in married I 
accommodation charges; and food charges for single men would J 
be increased to reflect higher food prices. Moreover, the basis of S 
calculating food charges would be re-examined during the nextjg 
regular review. 

The manpower implications of a refusal to grant an interim! 
increase would be serious. Even after the improvements in pay! 
recommended in the previous year the Services had still been I 
5,000 recruits short of their requirements; and the falling birth rated! 
combined with the raising of the school-leaving age, would 1 
accentuate a recruiting problem which unemployment would doff 
little to alleviate. I 

I 
In discussion, concern was expressed both about the! 

implications for the Governments incomes policy of acquiescing inl 
a breach of a settlement which had clearly been intended to last for! 
two years and about the level of increase proposed, particularly inl 
view of the fact that single Servicemen had only very recently! 
received a 15 per cent increase as the second stage of their 19701 
award. At a time when the next round of pay negotiations wasj 
about to start the proposed increase in Service pay could have a^ 
obvious impact on the level of claims put forward by such diverse! 
groups as doctors and dentists and the local authority manual and! 
clerical workers; and it would also be liable to generate pressure! 
for the reopening of other long-term pay agreements, e.g. in the; 
case of the construction industry. Doubt was also expressed aboutf 



the seriousness of the problem of recruitment, which had been only 
10 per cent below target in the past year. Since most recruits were 
single men, the recent 15 per cent pay increase could be expected to 
result in a marked improvement in recruitment henceforward. 

On the other hand it was misleading to suggest that an interim 
award to the Services could be used as a valid argument in the next 
round of pay claims, since it was clear that the recent increase for 
single Servicemen was related to relativities before April 1970 and that 
the proposed further increase would be part of the current round 
of cost of living increases. Moreover, the NBPI had made it clear 
that the two-year cycle was not immutable; and, although the 
circumstances were not directly comparable, the Armed Forces 
could reasonably draw analogies with the Civil Service, where staff 
not subject to pay research in the current year had received an 
interim increase of 9% per cent. If the Armed Forces saw their 
comparability being eroded so rapidly, their morale would be liable 
to be adversely affected; and the longer-term consequences for the 
maintenance of the principle of voluntary service might be serious. 

In further discussion it was suggested that the proposals should 
be referred to the new Armed Forces Pay Review Body, particularly 
in view of the need to demonstrate that the new Review Bodies, 
which had been instituted as one of the instruments of the 
Governmenfs incomes policy, were to be effectively used for that 
purpose. Alternatively, it might be possible to agree to an interim 
award, but at a lower level, e.g. 4-5 per cent. 

The Prime Minister, summing up the discussion, said that the 
level of any interim pay increase granted to the Armed Forces 
would clearly be a significant factor in the Governmenfs efforts to 
counter inflationary wage settlements, particularly in view of its 
inevitable impact on the next round of negotiations. It was 
inevitable that in an inflationary period any wage settlement, 
particularly if it extended over two years, would at some point leave 
those to whom it applied in a disadvantageous position. But there 
were certain factors, such as the benefit to single Servicemen of the 
recent tax reductions and of cheaper food, which could not be 
ignored; and it was difficult in principle to maintain that the Armed 
Forces deserved different treatment from the public sector generally 
when their claim was in fact based upon comparability. The best 
cpiirse might be to refer the matter to the Armed Forces Pay Review 
Body; but this must depend to some extent on the progress 
achieved in bringing the Review Bodies generally into being. At 
the same time he would arrange for the strategy to be adopted in 
relation to the next round of wage increases to be discussed as a 
matter of urgency in the Economic Strategy Committee. Thereafter 
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the Cabinet would need to give further consideration to the question 
of the pay of the Armed Forces. 

The C a b i n e t 

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

2.	 Invited the Lord Privy Seal, in consultation with the 1 
Secretary of State for Defence and the Secretary of 1 
State for Social Services, to circulate a memorandum on J 
the action still required to establish the new Pay Review I 
Bodies. 

6. The Cabinet considered a memorandum (CP (71) 54) by the 
Home Secretary about the pay of the probation and after-care 
service. 

The Home Secretary said that the probation service comprised 
only a relatively small body of officers; but it played a vital role in 
the Governments policies for the maintenance of law and order. 
In order to enable a greater proportion of offenders to be treated 
within the community and to avoid an increase in the prison 
building programme, it was planned to expand the service from its 
present strength of 3,500 to 4,700 by 1975. But the service had to 
compete for qualified staff with the local authority social services, 
which now offered trained recruits a rate of pay higher by some 
£300. The present pay agreement for probation officers ran from 
1 April, 1970 to 31 December, 1971; but it contained a provision 
permitting new rates to be introduced from 1 April, 1971 if there 
had been significant changes. The decision to expand the probation 
service, together with the new and higher scales of pay now available 
in the local authority social services, constituted changes which 
justified invoking that provision. The Ministerial Steering 
Committee on Pay Negotiations had agreed that some increase 
would be justified from 1 April; but they had felt unable to endorse 
his proposal to increase the maximum of the scale for the basic 
grades by 9 - 4 per cent, to set entry points for trained officers at the 
same level as those offered by local authorities and possibly to 
develop a link between probation pay and local authority social 
service pay. It had been argued that these proposals, which in 
combination would produce a total increase of 13 per cent over a 
12-month period, would have adverse repercussions on other current 
pay negotiations and on the level of pay settlements generally and 
that the suggested link with local authority social service pay would 
put future Government control over probation officers' pay at the 



mercy of the local authorities. The Committee had accordingly 
suggested that any increase given now to the probation service 
should be limited either to 6 per cent, to run for the remaining 
nine months of the current agreement, or to 8 or 9 per cent, to last 
for a year. An inadequate settlement, however, would be liable to 
provoke an outflow of experienced probation officers and would 
make it increasingly difficult to obtain enough new recruits of 
acceptable standard. But, unless the quality and strength of the 
probation service could be maintained and increased, we should 
face difficult problems in relation to the treatment of offenders; and 
expenditure would inevitably rise. He therefore maintained his 
proposals, which he considered would command Parliamentary and 
public support and could be convincingly presented as providing for 
an exceptional case. But he would be prepared, if his colleagues 
preferred, to agree that the settlement should relate only to the 
remaining nine months of 1971, with the result that the overall 
additional cost in the current year would be reduced to 9J per cent. 

In discussion the following main points were made— 

(a) Although an interim adjustment of salaries was permissible 
and justified under the pay agreement for probation officers, an 
award exceeding 13 per cent could not be defended at a time when 
the Governments main concern was to induce greater restraint in 
pay claims and settlements. If any award were made, it should last 
for 12 months and should not exceed 8 or 9 per cent—the rate 
achieved in some other current settlements in the public sector. 

(b) Any greater increase in substantive salaries would risk 
reperpussions on the pay of teachers, which was expected to be 
submitted to arbitration shortly, and on the pay of the social work 
service in Scotland (which combined the duties undertaken by 
probation officers and local authority social workers in England 
and Wales). Such risks might be reduced, however, if part of the 
desired improvement for probation officers were given in the form 
of a special allowance. This would accord with the fact that the 
probation service, like the nursing service, was generally regarded as 
a special case justifying exceptional treatment. 

(c) Probation officers had responsible and arduous duties; and 
the nature of their work required them to be on call at all hours. 
They needed special qualities of ability and character which went 
beyond those required in the local authority social services and were 
not found in the majority of graduates with social service 
qualifications who were now seeking work. Some 350 qualified 
recruits for the probation service would nevertheless complete their 
training this year ; and, now that most of the new and higher graded 
posts in the local authority social service had been filled, the wastage 
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of experienced probation officers should be less serious. On the 
other hand, while probation officers had formerly enjoyed a salary? 
lead over local authority social service workers, trained mature-; 
entrants could now earn £200 more in the latter service. If this j 
adverse differential were not rectified, both the numerical strength^ 
and the quality of the probation service were bound to suffer in 
the future. 

The Prime Minister, summing up the discussion, said that the 
Cabinet accepted that some increase in the pay of probation officers 
was justified, having regard to their important role and the need to 
expand the probation service. To introduce revised substantive 
salary scales which on average would represent an increase of 
13 per cent on the present scales, however, would be liable to 
jeopardise both the success of the Governments general policies 
and the prospects of moderating the level of other pay settlements. 
Accordingly, the Cabinet were not ready to approve a total increase 
of more than 8-9 per cent in the basic scales of probation officers. 
In recognition of the special circumstances of the probation service, 
however, it might be possible to contemplate introducing a special 
allowance, which would not be part of the basic salary, in 
compensation for the exceptional calls made on probation officers 
by the nature of their work. The basic increase and the allowance 
should together not exceed the equivalent of a 13 per cent increase; 
and any award which might be made must last for a period of 
12 months. The Home Secretary should consider whether 
satisfactory proposals could be framed on that basis. He might 
undertake exploratory discussions with the employers' 
representatives; and he should then seek the endorsement of the 
Ministerial Steering Committee on Pay Negotiations to any revised 
proposals before a firm offer was made. 

The Cabinet-

Took note, with approval, of the Prime Ministers summing! 
up of their discussion. 

CONFIDENTIAL! 
7. The Cabinet considered a memorandum by the Secretary: 

of State for Social Services (CP (71) 55) about graduated prescription! 
charges. 

The Secretary of State for Social Services said that the White! 
Paper " New Policies for Public Spending " (Cmnd. 4515) published f 
in October 1970 had indicated that measures would be introduced! 
to enable prescription charges to be related more closely than af 
present to the cost of individual prescriptions, subject to an upperj 
limit. Meanwhile, the flat rate charge was to be increased fromf 



12^p to 20p; and Regulations to that effect had come into force on 
1 April. The Committee on Social Services had approved his 
proposals for legislation to give effect to the Governmenfs 
intentions and to make the charging provisions in existing legislation 
more flexible generally. He had it in mind that Regulations to be 
made under the new legislation would provide for the prescription 
charge to be about half the total cost of the prescription, with a 
minimum charge of 20p and a maximum of 50p. The present 
exemption arrangements would continue; and there would be pre
payment certificates on favourable terms for those needing frequent 
prescriptions. The measure would result in an annual net saving 
of about £15 million. These proposals had been communicated to 
the doctors' and chemists' organisations, whose first reaction had 
been hostile on grounds both of principle and of practical difficulty. 
He intended to try to persuade them to change their att i tude; and 
he was discussing with the Treasury the possibility of agreeing to 
reduce the proposed maximum charge from 50p to 40p if that would 
secure their co-operation. He thought that, if the doctors' and 
chemists' representatives were not open to persuasion, it would in 
practice be impossible to introduce cost-related charges; and that, if 
the saving envisaged was to be achieved, it might be necessary to 
raise the fiat-rate from 20p to 30p. H e proposed that he should 
report again to the Cabinet after further discussion with the doctors' 
and chemists' representatives. 

The Prime Minister, summing up a short discussion, said that 
it was necessary to guard against the danger that the Governmenfs 
proposals in relation to prescription charges might be 
misrepresented to an increasing degree as a callous attempt to 
undermine the foundations on which the National Health Service 
was built. It had always been recognised that cost-related charges 
would arouse opposition; but they had been regarded as combining 
the advantages of a buoyant source of revenue and a safeguard 
against extravagant prescription. The Secretary of State for Social 
Services should therefore discuss the matter further with the doctors' 
and chemists' representatives as he proposed and report thereafter 
to the Cabinet. 

The C a b i n e t 
1.	 Took note, with approval, of the Prime Ministers summing 

up of their discussion. 
2.	 Invited the Secretary of State for Social Services to proceed 

as proposed in CP (71) 55 and to report further to the 
Cabinet in the light of his discussions with the doctors' 
and chemists' representatives. 
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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 

Mr. Patrick Cargill, who had been visiting Pakistan on behalf of the 
International Bank for Reconstruction and Development, had told 
our High Commissioner in Islamabad that the economic situation of 
the country was likely to be even more serious than had been 
expected. Nevertheless, President Yahya Khan continued to 
maintain that his Government had matters under control, that the 
army were distributing supplies of food and that the fears of a 
famine were exaggerated. He was also insisting that all relief 
supplies from outside the country should be distributed by Pakistani 
authorities; and he had declined for the time being the offer of the 
Secretary-General of the United Nations, U Thant, to provide 
United Nations assistance. The Presidents economic adviser, 
Mr. M. M. Ahmad, intended to discuss the matter with U Thant in 
New York in the near future; and since he would be passing through 
London on his return journey on 17 May, this would provide us with 
an opportunity to review the situation with him. 

The Foreign and Commonwealth Secretary reported that he had 
attended a meeting of the Council of the Central Treaty Organisation 
in Ankara. Although Turkey was at the time under martial law, 
there was no indication that this was bearing heavily upon the 
people; and he had been much impressed by the qualities of the new 
Turkish Prime Minister, Professor Erim, and the Minister for 
Foreign Affairs, Mr. Olcay. 

The Foreign and Commonwealth Secretary said that a serious 
financial crisis appeared to be imminent in the Bahamas. The local 
Government were reluctant to face up to their responsibilities; and 
the Governor had been instructed to impress upon them the need 
to adopt sound financial policies. The Prime Minister of the 
Bahamas, Mr. Pindling, would probably be visiting London early in 
June in the course of a journey to a number of European countries; 
if so, the opportunity would be taken to speak to him in the same 
sense. 

SECRET 
1 .:W'^.\ '] B* 



China The Foreign and Commonwealth Secretary said that there was 
Previous no truth in the recent report in The Times that if the People's 
Reference: Republic of China acquired membership of the United Nations, this CM (71) 1st 
Conclusions, would involve the surrender by the United Kingdom and France of 
Minute 2 their permanent seats in the Security Council. 

European 
Economic 
Community 

Previous 
Reference: 
CM (71) 15th 
Conclusions, 
Minute 2 

SECRET 
3. The Foreign and Commonwealth Secretary said that the 

Ministerial Committee on the Approach to Europe had considered 
the main issues likely to arise at the Ministerial meeting with 
representatives of the European Economic Community (EEC) which 
the Chancellor of the Duchy of Lancaster would be attending in 
Brussels on 11-12 May. 

On Community finance all the members of the Committee except 
France were now supporting a German proposal that our 
contributions to the enlarged Community's budget should increase 
by equal steps from 7 per cent of the total in the first year of our 
membership to 19 per cent in the fifth year. It was not yet clear 
whether the French Government would move sufficiently from the 
extreme position which they had previously adopted to enable an 
agreed Community reply to our own existing proposals to be 
presented to us on 11-12 May. The Committee had agreed, 
however, that, if the Community put forward proposals pointing to 
a gradual increase in our contributions from less than 10 per cent of 
the budget in the first year to a level of up to 20 per cent in the fifth 
year, the Chancellor of the Duchy of Lancaster would indicate that 
we would regard these as a basis for negotiation. 

On New Zealand it was clear that we were likely to face great 
difficulty in persuading the Community to agree to sufficiently 
generous terms to satisfy both the New Zealand Government and 
British public opinion. We had never given the New Zealand 
Government reason to hope that agreement might be reached on the 
basis of our existing proposal that there should be guaranteed access 
for the present quantities of New Zealand's butter and cheese 
exports to this country throughout the first five years of our 
membership. We had envisaged, instead, that New Zealand's export 
earnings from sales of dairy products to the enlarged Community 
should be maintained at their present level throughout this period, 
a gradual reduction in quantities being matched by a gradual 
increase in prices. We also hoped to establish that the position 
should be reviewed before the end of the five-year transitional period 
in order that subsequent arrangements for safeguarding New 



ZealancTs vital interests might be made. So far, however, France 
had insisted that the enlarged Community should have no special 
responsibility towards New Zealand after the end of the transitional 
period; and even the other members of the Community envisaged 
a gradual reduction in guaranteed access for New Zealand's butter 
and cheese exports to 62 per cent of their present level by the end of 
the transitional period, without any compensating increase in prices 
to maintain earnings. The Committee had concluded that we should 
consult the New Zealand Government further before moving from 
our existing position and should try to reach some understanding 
with them about a possible compromise settlement. The Chancellor 
of the Duchy of Lancaster had accordingly asked the New Zealand 
High Commissioner in London to convey an appropriate message 
to his Government. It was unlikely that the Community would be 
able to put agreed counter-proposals to us on 11-12 May. But if, 
contrary to our expectation, France moved sufficiently towards the 
position of the other members to make this possible, the Chancellor 
of the Duchy of Lancaster would indicate, subject to the outcome of 
the consultations with the New Zealand Government, that we did 
not rule out the possibility of some gradual reduction in the 
quantities of New Zealand dairy products for which guaranteed 
access would be provided during the transitional period, provided 
that it was agreed that the subsequent arrangements would be the 
subject of a review at the appropriate point. 

, In seeking an agreement with the Community on exports of 
sugar from developing Commonwealth countries we could adopt one 
of two alternative approaches. We could either try to obtain a firm 
guarantee for a specified quantity of exports, in which case we' were 
unlikely to secure agreement to an amount exceeding I million tons, 
compared with present exports of 1-37 million tons to the United 
Kingdom from the countries concerned; or we could seek to secure 
an undertaking that the future sugar policy of the enlarged 
Community would ensure that the developing Commonwealth 
countries would enjoy comparable advantages to those which they 
received under the Commonwealth Sugar Agreement. It was difficult 
to judge which of these two possible approaches was likely to yield 
the better result for the developing Commonwealth countries. If the 
Community would agree to give a firm moral commitment in the 
form of a suitably worded undertaking, we might be able, after our 
accession, to ensure that provision was made for maintaining in full 
the present sugar exports of the Commonwealth countries concerned. 
Nevertheless, the sugar producers themselves might prefer to have a 
definite quantitative guarantee. The Committee had concluded that 
in these circumstances further consultations should be held with the 

SECRET 
-1 ..i V: , B* 2 



Commonwealth countries concerned before we reached any final 
agreement with the Community. If, therefore, the Community put 
proposals to us on 11-12 May, the Chancellor of the Duchy of 
Lancaster would not go beyond welcoming them as a constructive 
contribution to the negotiations (if this seemed appropriate) and 
indicating that we should need to consult Commonwealth 
Governments before we could give a considered reply. 

Finally, the Committee had decided that we should seek to reach 
a compromise agreement with the Community on 11-12 May on the 
question of transitional arrangements for agriculture. This would 
involve us in granting the full margin of Community preference on 
our agricultural imports from other member countries immediately 
we joined the EEC, in return for concessions by the Community on 
the length of the period for our adaptation to their price levels and 
on arrangements for horticulture and for the treatment of certain 
agricultural exports to this country from third countries. 

In discussion the following main points were made : 
(a) The French Government still seemed inclined to throw doubt 

on our acceptance of the Community's " ressources propres " system, 
under which, at the end of whatever transitional period was agreed, 
90 per cent of our receipts from customs duties and agricultural 
levies, together with the yield of up to 1 per cent of Value Added 
Tax, would automatically accrue to the budget of the enlarged 
Community. We had to recognise that the application of the 
" ressources propres " system to ourselves would almost certainly 
involve us in meeting a significantly higher share of the budget than 
the figure of approximately 20 per cent now under consideration for 
our contribution in the fifth year. On the other hand we could 
emphasise in public presentation in this country that the European 
Commission had estimated that by 1980 such changes would have 
taken place in the structure of the budget that we could expect to 
recover 10-15 per cent of the budget in the form of Community 
expenditure on regional and industrial policy, etc., thus substantially 
reducing the net burden on our resources and balance of payments. 

(b) We must make every effort to carry the Governments of 
New Zealand and of the developing Commonwealth sugar-producing 
countries with us in seeking compromise solutions to the problems 
which were of particular concern to them. Both these issues were of 
great political sensitivity; and it would become considerably more 
difficult to secure Parliamentary approval for any agreement 
providing for our accession to the EEC if these countries were not 
prepared to acknowledge that their vital interests had been 
adequately safeguarded. 

(c) There was mounting concern in Parliament about the 
damage which might be inflicted on our in-shore fishing industry if 
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we accepted without modification the Community's Common 
Fisheries Policy. It might be tactically wise not to begin negotiations 
with the Community on this question until after the major issues 
had been resolved. But it was clearly essential that we should obtain 
satisfaction on the fisheries regulations before Parliament was asked 
to approve any accession agreement. Norway had recently put 
forward proposals to the Community which might set a helpful 
precedent for us. 

(d) There was also concern in Parliament that the adoption of 
the Community regulations on the movement of labour would result 
in more favourable treatment being accorded to immigrants into this 
country from other parts of the enlarged Community than from 
other member countries of the Commonwealth. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the conclusions reached by the Ministerial 
Committee on the Approach to Europe about the negotiating limits 
which the Chancellor of the Duchy of Lancaster should observe at 
the Ministerial meeting in Brussels on 11-12 May. 

The Cabinet then considered certain other aspects of the 
negotiations. 

*The Prime Minister informed the Cabinet that he had for some 
time been considering the possibility of arranging to visit Paris for 
a meeting with the President of France in order to try to reach an 
understanding which would open the way to a successful conclusion 
of our negotiations for entry into the European Economic 
Community. It was possible, though by no means certain, that firm 
arrangements for such a meeting would be made and announced 
before the Cabinet next met. Meanwhile, there must be no 
premature public disclosure of the fact that the possibility of his 
meeting President Pompidou was under consideration. 

The C a b i n e t -
Invited the Chancellor of the Duchy of Lancaster to be 
guided in his negotiations at the Ministerial meeting in 
Brussels on 11-12 May by the conclusions reached by the 
Ministerial Committee on the Approach to Europe at their 
meeting on 3 May. 
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CONFIDENTIAL 
4. The Chancellor of the Exchequer informed the Cabinet of 

recent developments in the international monetary situation, as a 
result of which the authorities in the Federal Republic of Germany, 
the Netherlands, Belgium, Switzerland and Austria had suspended 
dealings in the United States dollar. 

CONFIDENTIAL 
5. The Cabinet considered a memorandum by the Secretary of 

State for Social Services (CP (71) 56) about the appointment of health 
authorities in the reorganisation of the National Health Service. 

The Secretary of State for Social Services said that he had 
revised his earlier proposals for membership of area health 
authorities (AHAs), in the light of the views expressed in the 
Cabinefs discussion on 1 April. He still thought it important to 
emphasise the management function of AHAs rather than to give 
them a merely representative role. The authorities should 
accordingly be small; and he proposed that, in general, each should 
consist of 14 members in addition to the chairman. (In some areas 
which included substantial medical and dental teaching facilities a 
few additional members would be needed.) He now proposed that 
three of the members of each A H A should be appointed by the 
corresponding local authority and that one member (two where the 
area included a teaching district) should be appointed by the 
university providing medical and dental teaching facilities. The local 
authority representation would have managerial, as well as 
representational, value in view of the local authorities' responsibilities 
for the personal social services, education and environmental health \ 
services. The remaining members, apart from the chairman, should j 
be appointed, as he had orginally proposed, by the regional health I 
authorities (RHAs); but an undertaking would be given that they \ 
would include at least two doctors and one nurse or midwife. The j 
Government would thus ensure a degree of professional 
representation, without having to accept that the professional 
members should be directly appointed by the professions themselves. 
These changes would not entirely satisfy the local authority interests; J 
but they went as far as was consistent with securing sound 
management. The Committee on Social Services had approved his 
proposals for the purposes of consultation; and, if the Cabinet I 
agreed, he proposed to enter into discussion with the interests 
concerned on the basis of a consultative document, a draft of which 
was annexed to his memorandum. 

The Secretary of State for Scotland said that local authority! 
representation was not in issue in Scotland, since it was proposed 
that all the members of the single tier of authorities which was; 
envisaged should be appointed by the Secretary of State. 
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The Secretary of State for Wales said that confidential 
consultations which he had undertaken in Wales had indicated 
considerable support for the concept of small authorities, whose 
membership would be determined primarily by considerations of 
managerial competence. It had not been suggested that more than 
a few members should be directly appointed by the local authority 
concerned; and the professions did not appear to be disposed to 
claim the right to appoint members direct, so long as the 
membership included as many individuals with professional 
qualifications as local authority representatives. Public reaction, 
however, might be less favourable than this private consultation 
might suggest. 

In discussion, it was maintained that the local authorities were 
likely to be strongly opposed to these proposals, since they would 
comprise a smaller degree of local authority representation than 
those of the previous Administration and would fall far short of the 
level of local authority participation advocated by the Conservative 
Party when in Opposition. A high degree of co-operation among 
the local authority interests had now been created in the context of 
local government reform. But this goodwill would be liable to be 
endangered by an apparent refusal by the Government to recognise 
the just claims of the local authorities in relation to the National 
Health Service; and the Opposition would be likely to use the 
occasion to cast doubt on the sincerity of the Governments professed 
attitude to local government responsibilities. It was questionable 
whether it was worth forfeiting the current goodwill of the local 
authority interests for the sake of a benefit which, at best, must be 
speculative, since appointment by RHAs offered no guarantee of 
ensuring a higher degree of managerial competence than appointment 
by local authorities. Indeed, if efficiency was to be the determining 
consideration, it would be best secured by central Government 
control, the AHAs being assigned a purely advisory function. In 
any event the members of the AHAs should be regarded as directors 
rather than executive managers. 

On the other hand, experience had indicated that the needs of 
sound management were likely to be better secured if the RHAs had 
freedom of choice in appointing members of the AHAs. Members 
of local authorities might have a valuable part to play; but 
appointment by the local authorities themselves was not likely to 
result in the most competent managers being in fact appointed. 
Although the local authority interests might well consider that the 
three representatives now proposed were too few in a system having 
local representation as its object, they might take a less critical view 
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if it was clearly understood that the AHAs were not intended to be 
representative in character. In any event there was no question of 
a final decision on membership having to be taken at this stage; 
all that was at issue was the basis upon which the interests concerned 
should be consulted. It might be wise, therefore, that the consultative 
document, while making it clear that there would be some degree 
of local authority representation, should not specify any particular 
number of representatives. This, however, should not be regarded 
as necessarily committing the Government to accept the appointment 
of more than three such members. 

The Home Secretary, summing up the discussion, said that the 
Cabinet agreed that the proposals in C P (71) 56 were acceptable as a 
basis for consultation. The consultative document, however, should 
make it clear that the AHAs would include some members appointed 
by local authority but should not specify their number. Subject to 
this proviso, the Secretary of State for Social Services should now 
proceed to consult the interests affected; and the necessary 
consultations should also proceed in Scotland and Wales. 

The Cabinet— 
Took note, with approval, of the Home Secretary's 
summing up of their discussion and invited the Secretaries 
of State for Social Services, for Scotland and for Wales to 
be guided accordingly. 

CONFIDENTIAL 

6. The Secretary of State for Employment said that the 
Committee of Settlement under Sir Henry Hardman which had 
considered the pay claim of the Union of Post Office Workers 
(UPW) had recommended a pay increase of 9 per cent, subject to 
certain conditions. This was no greater than the Post Office Board 
had been ready to concede, on certain conditions about productivity, 
before the Committee was appointed. The Committee member 
nominated by the UPW had written a dissenting report; but this j 
would have no practical effect, since the agreed procedure provided 1 
for the findings of the majority, or of the Chairman alone in the \ 
event of disagreement, to prevail and to be binding upon both parties 
to the dispute. 

i I ; The Home Secretary said that, in accordance with the Cabinefs I 
conclusion on 29 April, he had presented revised proposals on the 1 
pay of the probation service to the Ministerial Steering Committee I 
on Pay Negotiations. The Committee had agreed that the offer to J 
be made should consist of an average increase of  8 \ per cent in 



basic pay scales, together with an allowance of some £70 a year 
for officers in the main grade at all scale points except the three 
lowest, in recognition of their special responsibilities. Negotiations 
were now in train on this basis. 

The Lord Privy Seal informed the Cabinet that he would shortly 
be bringing forward proposals for dealing with two sets of impending 
negotiations, on the findings of pay research in respect of some 
330,000 non-industrial civil servants and on the pay of the industrial 
Civil Service. 

The Cabinet— 

Took note of the statements by the Home Secretary, the 
Secretary of State for Employment and the Lord Privy Seal. 

Cabinet Office, 
6 May, 1971. 
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CONFIDENTIAL 

1. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. It was proposed that 
the House should rise for the Whitsun adjournment on Friday, 
28 May, and resume on Tuesday, 8 June. 

The Cabinet were informed of progress on the Industrial 
Relations Bill in the House of Lords. The Prime Minister 
emphasised the importance of completing all stages of the Bill in 
both Houses in good time before the Summer Recess. 

The C a b i n e t -
Invited the Lord President of the Council and the Lord 
Privy Seal, in consultation with the Chief Whips in both 
Houses, to consider how the remaining stages of the 
Industrial Relations Bill might be so conducted as to ensure 
that the Bill would be enacted as expeditiously as possible 
and in any case not later than the Summer Recess. 

SECRET 

2. The Foreign and Commonwealth Secretary said that reports 
from Brussels, where the Chancellor of the Duchy of Lancaster had 
been discussing with Ministers of the member countries of the 
European Economic Communities our application for membership 
of the Communities, indicated that some progress had been made. 
Agreement had been reached on agricultural transition arrangements 
and, subject to consultation with the Commonwealth countries 
concerned, on sugar. The French Government, who had clearly 
been mollified by our agreement to apply Community procedures to 
agriculture as soon as possible, had made a helpful new move on 
sugar, the effect of which was that the Commonwealth Sugar 
Agreement would remain intact until 1974 and that thereafter the 
expanded Community would be committed to arrangements which 
would safeguard the interests of developing Commonwealth 
countries. 

In discussion it was agreed that this compromise on sugar 
probably represented the best outcome which we could expect; that 
it would be appropriate to explain its significance to the West Indian 
and other Governments concerned; but that it would be equally 
irnporfant to ensure that domestic United Kingdom interests also 
understood and accepted the position. The agreement on 
agricultural transitional arrangements would similarly need 
particularly careful presentation to British growers of apples and 
pears, who would be protected against too rapid an increase in 

S E C R E T 
- 2 
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in the 
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Bill 

competition from Community producers by the introduction of 
a diminishing fixed levy. 

The C a b i n e t -
Took note of the statement by the Foreign and Common
wealth Secretary and of the points made in discussion. 

SECRET 

*3. The Foreign and Commonwealth Secretary said that, in 
commenting on the proposals put to the Rhodesian representatives 
by Lord Goodman in April, Mr. Smith, the leader of the regime in 
Salisbury, had indicated that he might be willing to consider making 
provision for constitutional progress beyond the attainment of mere 
parity between African and non-African representation. Although 
Mr. Smith would no doubt seek to attach difficult conditions to any 
concession of this kind, the possibility of making some progress 
towards a settlement seemed to justify our asking Lord Goodman 
to return to Salisbury for further discussions with the Rhodesian 
authorities; and appropriate arrangements for this purpose were now 
being made. 

The C a b i n e t -
Took note of the statement by the Foreign and Common
wealth Secretary. 

CONFIDENTIAL 

4. The Cabinet considered a memorandum by the Home 
Secretary (CP (71) 58) dealing with three aspects of the Governmenfs 
immigration policy on which decisions were required. 

The Home Secretary said that during the Commons Committee 
Stage of the Bill an amendment had been carried which had the 
effect of removing the provision, approved by the Cabinet at their 
meeting on 5 January, whereby Commonwealth citizens with United 
Kingdom-born grandparents would not be subject to immigration 
control. Even the other " patrial concession ", under which children 
with United Kingdom-born mothers would be exempt from such 
control, had been accepted only by virtue of the casting vote of the 
Chairman of the Committee. To try to restore the grandparental 

* Previously recorded in a Confidential Annex. 



concession at the Report Stage would be likely to encounter serious 
political opposition and might put at risk the concession relating 
to the children of mothers born in the United Kingdom. He had 
therefore concluded, with some reluctance, that we should not seek to 
restore the grandparental concession. 

In discussion, it was generally agreed that, although no 
conclusive arguments had been raised against the grandparental 
concession, its reinstatement in the Bill was hardly feasible. Its 
omission, however, would be liable to provoke considerable 
resentment in Australia and New Zealand; and it might therefore 
be desirable to consider the possibility of concluding bilateral 
arrangements with those countries, whereby those of their citizens 
whose grandparents had been born in the United Kingdom would, 
by administrative action, be treated as if they were exempt from 
immigration control. It was argued on the other hand that it would 
in fact be impossible to give effect to such arrangements, which 
would in any event be open to the charge of deliberate 
discrimination. 

The Prime Minister, summing up this part of the discussion, said 
that the Cabinet reluctantly accepted that we should not seek to 
restore the grandparental concession at the Report Stage of the 
Immigration Bill. The Home Secretary should discuss with the 
Ministers most closely concerned the feasibility of achieving by 
administrative measures the aims which the rejection of the 
grandparental concession had frustrated. 

The C a b i n e t 
1.	 Took note, with approval, of the Prime Ministers summing 

up of this part of their discussion. 

, The Secretary of State for Employment said that, despite 
the increase in domestic unemployment, there had been a significant 
increase in the employment of aliens in recent years, especially in 
the hotel and catering industry. The changes proposed in CP (71) 58 
were designed to reverse this trend by confining work permits for 
semi-skilled and unskilled male aliens to individuals who were 
seeking seasonal jobs in the hotel and catering industries and 
imposing a quota on applications to fill unskilled male seasonal 
vacancies in these industries. His proposals would not significantly 
affect alien female labour; unemployment was in any case 
predominantly a male problem. 

The Foreign and Commonwealth Secretary said that the 
proposal, if announced at the present juncture, might embarrass our 
negotiators in the present discussions on our entry into the European 
Economic Community (EEC). The present EEC rules provided for 
unrestricted entry for workers from other EEC countries; and to 

CONFIDENTIAL 




 f 

j 

announce that we were introducing measures which ran counter to I 

the EEC obligations which we said we were ready to assume might 1 

well create difficulties. i 


In discussion it was emphasised that the continued expansion of ! 

the hotel and catering industry was of great benefit to our balance 

of payments. Despite the continued expansion of domestic training \ 

facilities for the more skilled jobs in the industry, it still needed j 

aliens, especially for seasonal work; and measures which restricted 

its sources of recruitment would therefore affect its prospects j 

adversely. So long, however, as alien labour, prepared to accept low j 

wage rates and inferior standards of living, was available, the hotel \ 

industry would have no incentive to rectify the anomalous situation \ 

under which we imported foreign labour while paying social security ij 

benefits to our own unemployed. Even after allowance had been : 

made for the seasonal nature of much of the work and for the fact j 

that it was not always available in areas with the highest unemploy- j 

ment rates, there remained a strong case for drawing on our own 1 

unemployed, some of whom, at least, were mobile and were as well j 

suited to the work as were the unskilled alien labour which we
 

demand for labour was continuing to shrink. The rules regulating f 


imported. The particular problem of the hotel and catering industry J 

exemplified a trend, which would tend to become more marked as I 

manufacturing industry shed its surplus manpower, for a larger I 

percentage of the nation 's employment to be found in the service 1 

industries; and it would become increasingly difficult to accept a 1 

situation in which the unemployed continued to receive unemploy i 

ment or social security benefit on the grounds that their specialised 1 

industrial skills entitled them to confine their search for alternative I 

employment to particular localities or sectors of industry in which 1 


payment of unemployment and social security benefit ought not to 1 

be so operated as to encourage a situation in which a flow of aliens 1 

was needed to meet an artificially induced shortage of unspecialised 1 

labour. I 


jjj 
The Prime Minister, summing up this part of the discussion, said-1 


that the Cabinet were generally in favour of the restrictions on J 

employment of aliens advocated in the Home Secretary's paper. 1 


They would also wish to reconsider the question of any announce-1 

ment of a change of policy when the state of the EEC negotiations! 

was clearer and in any case before the Summer Recess. There was] 

clearly a need for a full study of the hotel and catering industry and, 

in particular, of its tendency to rely unduly on alien labour. This: 


mentioned in discussion, which contributed to the anomaly under J 


They recognised, however, that no steps which required an 1 

announcement could be taken at the present time, in view of 1 

the possible adverse effects on the course of the EEC negotiations. 1 


study should take into account all the factors, including those I 




which widespread unemployment and an increasing intake of alien 
labour co-existed. 

The Cabinet— 

2.	 Took note, with approval, of the Prime Ministers summing 
up of this part of their discussion. 

3.	 Invited the Home Secretary to resubmit proposals for an 
announcement of new restrictions on the employment of 
aliens in due course, on the lines indicated in the Prime 
Minister's summing up. 

4.	 Invited the Secretary of State for Trade and Industry, in 
consultation with the Secretary of State for Employment 
and the Secretary of State for Social Services, to put in 
hand a study of the hotel and catering industry, and the 
means whereby its tendency to rely increasingly on alien 
labour could be reversed; and to report the outcome to 
the Cabinet in due course. 

The Home Secretary said that discussions with the Governments 
of Kenya and Uganda had resulted in an understanding on the basis 
approved by the Cabinet on 26 November. In return for an increase 
from 1,500 to 3,000 in the number of U K P H heads of household 
admitted to this country the two Governments would informally 
undertake not to prosecute UKPHs waiting in the queue for 
admission to the United Kingdom and also to readmit queue
jumpers. This measure, combined with a reduction in other 
Commonwealth immigration, should command wide support. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet approved the Home Secretary's proposals on UKPHs. 
An announcement covering the UKPHs and the intended reduction 
in levels of other Commonwealth immigration, but excluding any 
reference to aliens, should be made at some convenient date in the 
near future. The terms and the timing of the announcement should 
be agreed between the Home Secretary, the Foreign and Common
wealth Secretary and the Lord President. 

The C a b i n e t 

5.	 Took note, with approval, of the Prime Ministers summing 
up of this part of their discussion. 

6.	 Invited the Home Secretary to arrange for the decision to 
be announced and implemented accordingly. 

Cabinet Office, S.W.1, 

13 May, 1971. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street, S.W.1, on Tuesday, 18 May, 1971, 

at 11 a.m. 

Present: 

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


The Right Hon. REGINALD MAUDLING, The Right Hon. LORD HAILSHAM OF 
M P , Secretary of State for the Home ST. MARYLEBONE, Lord Chancellor 
Department (Items 4-6) 
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Chancellor of the Exchequer M p, Lord President of the Council 

The Right Hon. LORD CARRINGTON, The Right Hon. SIR KEITH JOSEPH, M P, 
Secretary of State for Defence Secretary of State for Social Services 
(Items 1 and 3-6)-

The Right Hon. GEOFFREY RIPPON, Q C, The Right Hon. ROBERT CARR, M P  , 
M P , Chancellor of the Duchy of Secretary of State for Employment 
Lancaster 

The Right Hon. THE EARL JELLICOE, The Right Hon. MARGARET THATCHER, 
M p, Secretary of State for Education Lord Privy Seal 
and Science 

The Right Hon. PETER THOMAS, Q C , The Right Hon. PETER WALKER, M P, 
M P, Secretary of State for Wales Secretary of State for the Environment 

The Right Hon. JOHN D  A VIES, M P  , The Right Hon. JAMES PRIOR, M P  , 
Secretary of State for Trade and Minister of Agriculture, Fisheries 
Industry and President of the Board and Food 
of Trade 

The following were also present: 

The Right Hon. THE EARL ST. ALDWYN, The Right Hon. FRANCIS PYM, M P  , 
Parliamentary Secretary, Treasury Captain, Gentleman-at-Arms (Items 

1-3) 

Secretariat : 
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Mr. N  . F. CAIRNCROSS 
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Industrial 
Relations Bill 
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SECRET 
1. The Cabinet were informed of the business to be taken in 

the House of Commons the following week. 

The Lord Privy Seal said that, in accordance with the Cabinet's 
suggestion at their meeting on 13 May, he had considered, in 
consultation with the Lord President, how the remaining stages of 
the Industrial Relations Bill might be so conducted as to ensure that 
the Bill would be enacted as expeditiously as possible. Discussions 
with the Opposition in the House of Lords had led to an 
understanding that they would use their best endeavours to facilitate 
the progress of the Bill, with a view to returning it to the House of 
Commons by 19 July. But they could not, of course, give any firm 
commitment to adhere to this timetable, which would have to be 
reviewed by the two Front Benches from week to week. Such a 
programme left little time for the House of Commons to consider 
the Lords' amendments; but it would not be realistic to hope for 
any more favourable arrangement. In particular, an attempt to 
impose a guillotine on the remaining stages of the Bill in the House 
of Lords would lead to the withdrawal by the Opposition of all 
co-operation; and the remainder of the Governmenfs legislative 
programme would then be imperilled. 

: The Lord President said that it would be necessary to allow a 
generous timetable in the Commons for the consideration of the 
Lords' amendments; and time would also have to be allowed to 
debate the timetable Motion itself. To defer the consideration of 
the Lords ' amendments so close to the Recess left no room for 
manoeuvre, particularly when the possible need for a substantial 
debate on our proposal to accede to the European Economic 
Communities was taken into account; and it might therefore be 
necessary for the House of Commons to sit during the first week 
in August. 

The Prime Minister, summing up a short discussion, said that it 
was generally agreed that there was no practical alternative to 
accepting the arrangement with the Opposition described by the 
Lord Privy Seal, unsatisfactory as it was. But, in the interests of 
expediting the passage of the Bill, the Secretary of State for 
Employment, in consultation with the Lord Chancellor and the 
Lord Privy Seal, should urgently review the Government amendments 
with a view to withdrawing any which were not essential and avoiding 
new amendments wherever possible. In addition, the conduct of the 
Opposition made it necessary to examine what procedural measures 
could be devised for the future in order to prevent the Upper House 
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Oversea 
Affairs 

United Arab 
Republic 

United States 
Forces in 
Europe 

from	 frustrating the will of the House of Commons by dilatory 
tactics, lest the Governments programme for the remainder of the 
Parliament should be put at risk. 

The C a b i n e t 

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

(2) Invited	 the Secretary of State for Employment, in 
consultation with the Lord Chancellor and the Lord 
Privy Seal, to reconsider the amendments to the Industrial 
Relations Bill tabled by the Government in the House 
of Lords. 

(3) Invited the Lord Privy Seal to arrange for an urgent inquiry 
into the possibility of instituting more systematic rules of 
procedure in the House of Lords. 

SECRET 

2. The Chancellor of the Duchy of Lancaster said that the 
drastic changes which President Sadat had made in the Government 
of the United Arab Republic (UAR) had probably been designed to 
give him more freedom to pursue the policies which he favoured, not 
least in relation to the current efforts of the Government of the 
United States to promote an interim settlement between the UAR 
and Israel. President SadatS success in the longer term, however, 
would depend on his ability to retain the support of the army and 
the general public; and the Foreign and Commonwealth Secretary 
was therefore considering whether it would be opportune to warn 
the Government of Israel discreetly that, in their consideration of 
the proposed interim settlement, they should have it in mind that it 
was in their own interests that President Sadat should survive. 

The Chancellor of the Duchy of Lancaster informed the Cabinet 
that Senator Mansfield had recently reintfoduced in the United 
States Senate the Resolution, which had not been adopted during the 
previous Session, calling for a 50 per cent reduction in the United 
States forces in Europe. For several reasons circumstances might be s 
more favourable to the adoption of the Resolution in the current \ 
Session; and we were therefore taking such action as was open to us 
to support the United States Government in their attempts to ensure 
that it would fail once again. 
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SECRET 

3. The Chancellor of the Duchy of Lancaster said that during 
his discussions with Ministers of the European Economic Community 
(EEC) on 11 and 12 May agreement had been reached on almost all 
the outstanding problems concerning the transitional periods for 
industry and agriculture. As regards industry these included the 
arrangements for the progressive removal of tariffs between the 
United Kingdom and the EEC and for 12 of the 13 industrial 
products for which we had asked for special treatment. On 
agriculture agreement had been reached broadly on the lines 
previously approved by the Ministerial Committee on the Approach 
to Europe. Our transition to Community agricultural prices would 
be achieved by six even steps spread over five years. Reasonable 
arrangements had also been negotiated for horticulture, including a 
provision that there should be no change in horticultural tariffs until 
a year after our accession to the Community. Agreement had also 
been reached on reasonable terms for British accession to the 
E U R A T O M Treaty. On the United Kingdom contribution to the 
Community budget there had been only a very general discussion. 
The Community had now suggested a new approach, under which 
a notional British contribution to the Community budget would be 
calculated for each of the years of the transitional period but in order 
to determine the sum actually payable in each year this notional 
contribution would be reduced by a proportion which became 
progressively smaller during the transitional period. Provided that 
the sums corresponding to these proportions were themselves 
reasonable, there was no reason why this approach should not 
provide a satisfactory solution. The Community had also agreed 
that they would be prepared to reaffirm the 1963 Declaration of 
Intent as regards the independent Commonwealth countries in the 
Caribbean and the Indian and Pacific Ocean. This ensured those 
countries a period during which they could choose between two 
forms of association and a trading agreement; and in the meantime 
our existing pattern of trade with them would remain unchanged. 
As regards sugar, the Community had eventually endorsed a 
declaration that it would be the firm purpose of the enlarged 
Community to safeguard the interests of the countries in question 
whose economies depended to a considerable degree on the export 
of primary products, in particular sugar. It was difficult to imagine 
a general assurance couched in stronger terms, particularly since the 
previous Administration had renegotiated the Commonwealth Sugar 
Agreement in 1967 in such a way as to exclude any contractual 
obligations j as regards quantities after 1974 if we entered the EEC. 
It would now be necessary to persuade the Caribbean countries that 
they could not have a stronger general assurance than the 
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Community were offering and that it was in some respects more 1 
satisfactory than an assurance linked to specific quantities of sugar I 
imports. We could indicate that the United Kingdom market alone 1 
should be capable of absorbing the existing levels of imports front 1 
Commonwealth producers other than Australia, while still leaving 1 
room for an expansion of our own production. The tactics of the 1 
discussions with the Caribbean countries on this subject, which would 1 
take place early in June, would need to be considered in more detail 1 
by the Ministerial Committee on the Approach to Europe. 

In discussion, it was suggested that the presentation to public 1 
opinion of the outcome of the successive negotiating conferences 1 
with the EEC Council would be of critical importance; and further 1 
consideration would need to be given to this aspect of the matter. 1 
The Governments supporters were clearly uneasy about the a 
procedure by which agreement appeared to be being reached on j 
separate successive topics, with the result of precluding any further H 
amendment at the final stage when the settlement would have to be 
evaluated as a whole. In particular, it would be necessary, as regards 
sugar, to explain convincingly why a general assurance would be 
more advantageous to the producing countries than an assurance! 
linked to specific quantities of imports. On the other hand we could 
not avoid a piecemeal method of negotiation; and, if we were to 
succeed in obtaining the agreement of the EEC to our accession, it 
would not be realistic to suppose that points which had been agreed! 
during the negotiations could subsequently be reopened. As regards i 
sugar we had made it clear that, before accepting the Community 
declaration, we must consult the Commonwealth Governments 
concerned; but even in that case it was unrealistic to expect thatifl 
the Commonwealth Governments were unwilling to agree, better 
terms could be obtained. In fact, the Commonwealth Sugar, 
Agreement would continue in force until arrangements were made 
to replace it. When the Yaounde Conventions were renegotiated? 
the French Government would seek to persuade the Community to 
give favourable treatment to the former French territories; and, since; 
by that time we should be full members of the Community, it would] 
then be possible for us to insist on negotiating similar treatment for] 
the developing countries of the Commonwealth. In the forthcoming! 
discussions with the Caribbean countries, however, we should not gol 
in any way further than the assurances which the Community were) 
prepared to give, since that would expose us to accusations of bai 
faith and would also make the Community less willing to offei 
concessions on the arrangements for New Zealand. 

The Prime Minister, summing up the discussion, said that thl 
Cabinet welcomed the progress which had been made at thi 
discussions in Brussels on 11 and 12 May. As regards tw 
Community declaration on sugar we must now seek to persuade tlf 



Commonwealth countries concerned that this adequately safeguarded 
their interests and that no better terms could be obtained. But it 
was important that in the forthcoming discussions they should not be 
offered assurances going beyond those which the Community had 
offered; and the tactics to be adopted in those discussions should 
therefore be considered carefully by the Ministerial Committee on 
the Approach to Europe. 

The C a b i n e t -
Took note, with approval, of the summing up of their 
discussion by the Prime Minister. 

SECRET 

*4. The Prime Minister said that careful preparations had been 
made for his forthcoming meeting with M. Pompidou, the President 
of France, on 20-21 May. The agenda for the discussion, which 
had been agreed in advance, would begin with a general review of 
the need and scope for enlarging the European Economic 
Community (EEC) and the means by which, once enlarged, it might 
best be organised to exercise its proper influence in the world. The 
discussion would then proceed naturally to the present method of 
working of the institutions of the Community and their future 
development. The French President would wish, in particular, to 
secure the agreement of the British Government that, on issues 
where the vital national interests of one or more Member States were 
at 'stake, decisions in the enlarged Community should be reached 
only by unanimous agreement. There should be no differences of 
substance between the French President and himself on this subject; 
the Chancellor of the Federal German Republic had recently 
admitted to us that in practice Community decisions on issues of 
vital national interest could only be reached by unanimity. 

The next item on the agenda was the future of sterling and, in 
particular, the level of the sterling balances, which the French 
Government wished to be reduced by a fixed percentage annually 
after the entry of the United Kingdom into the EEC. It now seemed 
possible, however, that the French President would adopt a less rigid 
approach to this question. In reply to the President, he would make 
it clear that the British Government were ready to deal with the 
problem of the sterling balances but that the methods to be employed 
would have to be worked out carefully since they would need to 
safeguard the interests of the United Kingdom, the holders of 
sterling and the general international monetary situation. 



The next item was the future of the French language within the! 
Community, since the French Government realised that, on the)! 
entry into the EEC of the United Kingdom as well as the Irish] 
Republic, Norway and Denmark, English would tend to become a'l 
second working language and the present privileged status of the! 
French language in the institutions of the Community would bel 
diminished. He would not be able to give any real reassurance tea 
the French President on this subject; but he would propose the! 
development of cultural exchanges between France and the United; 
Kingdom and would emphasise that in our schools French was1 

overwhelmingly the most commonly taught second language. 

The French President would next be concerned to ensure thai 
the interests of the associated French States, under the Yaounde! 
Convention, would be protected after the United Kingdom entered! 
the EEC. It would be necessary, in reply, to emphasise the 
importance to the United Kingdom of providing commensuratl 
protection for the interests of British associated States, including the 
sugar producers. 

Other items on the agenda, in addition to the major remaining 
problems in the enlargement negotiations, were the relations of the 
enlarged Community with the European Free Trade Association and 
other West European countries (including Spain) which were not 
seeking membership; the need to develop genuinely European! 
companies within the Community; and the co-ordination of policy! 
by Member States towards inward investment. There would then! 
remain on the agenda the major decisions required for early success! 
of the enlargement negotiations with the Six, which would bel 
resumed at Ministerial level at meetings in Luxembourg on 7 and ori 
22 June. He would raise under this head our contribution toj 
Community finance in the years before we adopted fully thi 
Community system; New Zealand dairy products; and thef 
Community's fisheries policy. He hoped that, as a result of 
discussions on these subjects with the French President, it would b i 
possible to provide a basis for a final settlement at the Luxembourg! 
meetings. 

The Prime Minister said that he believed that M. Pompidoii 
genuinely wished the negotiations to succeed. He had now interested 
himself personally in the issues involved in a way which suggestefl 
that he intended to work for a successful outcome. If so, the mail 
issues might indeed be resolved by the end of June; and it wouli 
then be necessary to make prompt arrangements for thi 
consequential action, including the publication of a White Paper anf 
a Parliamentary debate. 
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The Cabinet— 

Took note, with approval, of the statement by the Prime 
Minister. 

, , CONFIDENTIAL 

5. The Cabinet considered a memorandum by the Home 
Secretary (CP (71) 59) about the proposed voluntary sample survey 
of incomes to follow the 1971 Census. 

The Home Secretary said that the intention to hold a voluntary 
sample survey of incomes following the 1971 Census had been 
indicated to the previous Parliament; and the preparations, which 
had continued under the authority of the present Administration, 
had reached an advanced stage without any real objection being 
voiced. But, in view of the popular disquiet expressed during the 
recent Census, a small group of Ministers under his chairmanship 
had considered whether the decision to hold the survey should be 
modified. The survey would enable family incomes to be related to 
other characteristics and would thus remedy an important deficiency 
in the statistical material on which decisions of social and economic 
policy could be based. Some Ministers had nevertheless felt 
considerable anxiety about the project. If the information was to 
be useful, it must be reliable; and in present circumstances there was 
a possibility that, if it was made clear that the survey was genuinely 
voluntary, the response would be insufficient. The group had 
nevertheless reached the conclusion, on balance, that the survey 
should proceed but that before a final decision was taken on its 
timing the public reaction should first be tested by means of an 
arranged Parliamentary Question. This conclusion, however, had 
been reached before the recent Press reports alleging that personal 
records were accessible to private information agencies. In view of 
the current feeling engendered by these reports he now felt that the 
proposed survey should at least be postponed. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet recognised the importance of the information about 
household incomes which such a survey could provide. Moreover, 
it was now known that, in spite of the anxieties which had been 
expressed in some quarters at the time, the response to the 1971 
Census had been as satisfactory as in the case of the 1966 sample 
census. On the other hand, in the present climate of concern about 
alleged disclosures of private information about individuals, there 
was a risk that recipients of the questionnaire would not reply or 



would give inaccurate answers, thus reducing the reliability of the I 
statistics to a point at which the survey would have no real value.! 
The Cabinet concluded, therefore, that in these circumstances thel 
balance of advantage was against the proposed survey. 

The C a b i n e t - j 
1 

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

CONFIDENTIAL; 

Security of 6. The Prime Minister said that the results of an investigation^ 
Personal by the Metropolitan Police into recent allegations in the Press that; 
Records 

personal records in public offices were accessible to private inquiry; 
agencies were expected shortly. H e was considering whether, in the 
interests of privacy but at the cost of some inconvenience and delay, 
the current rules about the transmission of such records by telephone 
should be amended in order to provide that, when it was impossible, 
to check the identity of a caller purporting to seek information about 
his own affairs by telephone, the reply should be given by letter only, j 

The C a b i n e t 
1 

Took note of the Prime Minister^ statement. 

Cabinet Office, 
18 May, 1971. 
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Subject 

EUROPEAN ECONOMIC COMMUNITY 



SECRET 
*The Prime Minister informed the Cabinet of the outcome of 

his discussions with the French President, M. Pompidou, in Paris on 
20 and 21 May. 

He had been impressed by the warmth of the welcome which 
had been extended to h im; and he was now satisfied that President 
Pompidou, sensing the change in the balance of power both in 
Europe and in the world as a whole, wished to put an end to the 
misunderstandings of the last 20 years between Britain and France 
and to effect a genuine reconciliation between the two countries. 
Agreement had been reached without difficulty on the future 
development of Europe and on the more effective international role 
which could be discharged by an enlarged European Economic 
Community (EEC). President Pompidou had explicitly welcomed 
the moral and political contribution which Britain could make to 
this process. There had been little discussion of European defence 
policy; and it had been accepted that this was a matter t o , be 
pursued at a later stage, after Britain had entered the EEC. For the 
moment it had been recognised that, for historical reasons, France 
and Britain pursued rather different policies in relation to the defence 
of Europe, particularly in view of the British relationship with the 
United States in the nuclear context. 

In discussion of the institutions of the Community he and 
President Pompidou had agreed that, notwithstanding the valuable 
part to be played by the European Commission, important decisions 
should continue to be reserved to the Council of Ministers and that 
the processes of harmonising national policies should not be allowed 
to override essential national interests. We were therefore now 
committed to accept the " Luxembourg formula ", which required 
that, whenever the vital national interests of any one or more 
members were at stake, decisions should in practice be taken by 
unanimous agreement; and it should not be necessary to attach 
undue importance to the fact that the formulation of this principle 
was expressed in rather different terms by the French Government 
and by the Five respectively. 

As we had expected, President Pompidou had expressed concern 
that the primacy of the French language in the transaction of the 
Community's affairs should not be endangered when Britain became 
a member. But he had been satisfied with an assurance that we 
were taking steps to ensure that all members of the British staffs 
engaged in the business of the Community would be able to speak 
French as their working language; and he had welcomed our 
suggestion that steps should now be taken to promote an increase 
in cultural exchanges between Britain and France. 

* Previously recorded in a Confidential Annex. 
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As regards the future of sterling, it had emerged that the real 
basis of President Pompidou's anxiety was the link between sterling 
and the dollar for the purpose of the guarantee given to sterling 
holders under the Basle arrangements. But he had accepted thai 
this was a matter which could not be settled in the immediate futurp 
and must be further pursued in the context of the measures to 
taken to effect greater harmonisation of the monetary policies pfe 
the member countries of the Community during the years ahead; 
would be for consideration, when the Basle arrangements fell duel 
for further renewal in 1973, whether it would be desirable to renew! 
them and, if so, in what form. President Pompidou had at no stage! 
raised the issue of non-discrimination (between the EEC and! 
the Sterling Area) in British controls over capital movements. 

There had been considerable discussion about the future ofl 
associated States when the time came to renew the Yaounde! 
Convention. President Pompidou had appreciated that his ownf 
concern to protect the rights of the existing associated States must! 
be harmonised with our concern to safeguard the interests of future! 
associates under a new Convention, particularly of those who! 
depended largely on exports to the enlarged Community of sugar! 
and other primary products. It was clear that on this issue there! 
was a substantial identity of interest between France and Britain;! 
and once we were members of the Community it would be possible! 
for us to exploit this fact in order to ensure that the interests of those' 
associated States who would look to us for protection would bel 
adequately safeguarded. For tactical reasons, however, it would! 
obviously be necessary to avoid emphasising this too explicitly inl 
public at the present stage. 

Agreement had also been reached upon the need to negotiate! 
suitable arrangements for those members of the European Freej 
Trade Area who were not applying for membership of the enlarged! 
Community; and on the importance of creating conditions, including! 
a n e w corpus of European company law, to facilitate the growth o  l 
companies with a genuinely European identity. 

President Pompidou was concerned to ensure that Community^ 
policies were developed to protect key sectors of industry fromffl 
takeover by interests outside the Community; and to a\oidl 
competitive over-bidding by member States to attract foreign a 
investment for regional development. 

Finally the discussions had surveyed the outstanding issues inflj 
the detailed negotiations for British accession to the EEC. He hadji 
made clear that the British Government accepted without reserve^ 
the system of Community finance which had already been adopteda 
and were prepared to work out transitional arrangements based on; 
the framework recently proposed by the French Government. Hell 
had added that the British Government considered that a gross M 



contribution equivalent to about 6 per cent of the total Community 
budget in the first year of United Kingdom membership would 
provide a reasonable settlement. President Pompidou had replied 
that 11J per cent seemed more reasonable but that in the detailed 
negotiations in Brussels the French delegation would not press for a 
starting figure which constituted a serious burden for the British 
balance of payments, taking into account the other costs of United 
Kingdom membership and the need to repay debt. President 
Pompidou also accepted that a period of " correctives " should be 
provided after the end of the five-year transitional period and before 
we took on the full obligations of the definitive Community system. 

As regards the Fisheries Regulation President Pompidou 
had accepted that, for political reasons, it would be necessary for 
the British Government to secure some modification of the existing 
proposal; he had been concerned only to emphasise that in France 
also the issue was politically sensitive and to request that we should 
therefore avoid drawing undue attention to any concession which 
we obtained. He had been equally appreciative of the political 
importance to the British Government of achieving satisfactory 
arrangements for New Zealand. It had been agreed in principle that, 
whatever the precise form of these arrangements, they should 
provide for a review at the end of five year; and this should go far 
in practice to ensure New Zealand some degree of permanent access 
for her products to the Community market. The problem had been 
remitted, on this basis, for further consideration in the negotiations 
in Brussels. It had emerged that cheese would be a more sensitive 
item than butter in terms of the French interests involved. 

As a result of these exchanges he and President Pompidou had 
felt able to state publicly that it was both possible and desirable to 
reach agreement on the main issues in the enlargement negotiations 
during June. This was a very satisfactory outcome, which reflected 
an undoubted conviction on the part of President Pompidou that the 
time had come to admit Britain to the EEC. This was probably due 
to some extent to the increasing concern with which the French 
Government viewed recent developments in the Federal German 
Republic, not least the recent decision to allow the Deutschmark to 
float at the expense of considerable embarrassment to France. 

In discussion the Cabinet congratulated the Prime Minister on 
the success of his discussions with the French President. It would 
now be necessary to adopt a more positive policy as regards 
the presentation of the issues involved to public opinion, especially 
to the younger generation; and further consideration should be given 
to the best means of ensuring this. 

Cabinet Office, S.W.1, 

24 May, 1971. 
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* 1 . The Lord Privy Seal said that some 300,000 non-industrial 
civil servants were due to receive, with effect from 1 January, 1971, 
pay adjustments based on the pay research procedure. The principle 
of settling the pay of the Civil Service by fair comparison with 
salaries being paid for comparable work in other fields of 
employment, as determined by pay research, had been endorsed by 
successive Governments; and in March 1971 the National Staff Side 
had been given an assurance (in the terms indicated in Annex A to 
a memorandum which was circulated during the Cabinefs discussion) 
that the Government would continue to observe these principles and 
procedures. The Ministerial Steering Committee on Pay Negotiations 
had accepted that the Government must honour that assurance and 
had concluded that, on the basis of interpreting the pay research 
evidence as stringently as was possible, the minimum offers that 
could be made consistently with the Governmenfs undertaking were 
an average increase of 11-7 per cent for the Clerical grades and 
8-75 per cent for the Administrative / Executive grades. There was 
some chance of negotiating a settlement with the Clerical grades at 
11-7 per cent. But the Administrative/Executive grades would 
almost certainly reject an offer of 8-75 per cent, which would entail 
,an increase of at most 5 per cent for considerable numbers of 
Executive staff; and they would be able to make out a good case 
at arbitration for substantially higher increases. The minimum 
offers consistent with the undertaking, however, were themselves 
% per cent below the figures which officials of his Department, the 
Treasury and the Department of Employment agreed to be a 
reasonable but stringent interpretation of the pay research evidence. 
He therefore sought negotiating authority to seek a settlement at up 
to 9-25 per cent for the Administrative/Executive grades in order 
to avoid the risk of a higher award at arbitration. Presentationally, 
there was little to choose between 8-75 per cent and 9-25 per cent. 
If it proved impossible to secure a negotiated settlement on the basis 
of offers of 9-25 per cent for the Administrative/Executive grades 
and 11-7 per cent for the Clerical grades he would consult his 
colleagues again before proceeding to arbitration. 

The presentation of a settlement would be of great importance; 
and it would be important to take the initiative by issuing, at the 
proper time, a Press announcement on the lines of the draft at 
Annex B of the memorandum. This emphasised that the proposed 
increases did no more than reflect changes which had taken place in 
outside pay rates since 1 January, 1968; since then the Civil Service 
staff concerned had received only interim increases amounting to 
about 14 per cent, by comparison with an advance of nearly 30 per 
cent in the wages index over the three-year period. 

* Previously recorded in a Confidential Annex. 
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In discussion it was suggested that, since the pay research! 
findings could be argued to be open to widely varying interpretations! 
the initial offers should be pitched rather lower than the Lord Priyji 
Seal had suggested, in the knowledge that this would force the Staff! 
Side to arbitration. Although arbitration could result in highers 
awards than the Government would welcome, that might nevertheless 
be preferable to volunteering offers at the proposed levels, whicaj 
could be argued to be inconsistent with the Governments declare!! 
intention to effect progressive reductions in the levels of pi. 
settlements. On the other hand the offers recommended by thj9 
Lord Privy Seal were based on a stringent interpretation of the pay! 
research evidence; and the Government could not conscientiously! 
decline to negotiate seriously up to these levels. While it would Wm 
possible, under well-understood conventions, to make lower "open 
offers " for the purpose of arbitration once negotiations had brokerS 
down, failure to negotiate in good faith on the basis of the paj ' 
research evidence would be a clear breach of the undertaking gives! 
to the National Staff Side only two months previously. 

In further discussion the following main points were made : 

(a) The wide differences between the conditions of servici 
enjoyed by civil servants and those in other fields of employment 
made a direct comparison of pay misleading. Although thi 
Government could not now abandon the principles of the Priestlei 
report for settling Civil Service pay, which they had so recently! 
endorsed, they ought not to be committed to them in the futurejg 
On the other hand previous examination of the issues involved hadj 
failed to reveal any other satisfactory basis for determining Civl 
Service pay: the more obvious alternatives would in any event havl! 
been likely to produce even less acceptable results at the present! 
juncture than the findings of pay research. The Government shoulfl 
therefore adhere to the principle of fair comparison, even though M 
might well be right after the forthcoming negotiations to re-examinlj 
possibly with the help of an appropriate outside body, the mannell 
in which this principle was applied in terms of the existing method^ 
of conducting pay research and of analysing its findings. 9 

(b) The negotiations would be taking place at a critical momem 
just before the opening of a new round of annual pay claims, i l l 
which it was hoped that increases in the public sector could h  a 
generally limited to perhaps 7^-8-J per cent. Both the locap 
authorities and the nationalised industries would be concerned tjf 
observe how rigorously the Government dealt with the claim bj 
their own employees; even in the later stages of the current annul 
round of negotiations, the Government had urged other public sectol 
employers to restrict pay offers to comparable staffs to about 9 p i 
cent. Nevertheless, the Government were bound by their undertakinj 
to the National Staff Side to pay serious regard to the findings 
pay research; and the Civil Service was merely following ratf 



already being paid for analogous work elsewhere. It could be 
dempnstrated that the increases proposed did no more than restore 
Civil Service rates to a proper relationship with those in comparable 
occupations. 

(c) At annual conferences of the Civil Service Staff Associations 
industrial action, such as the banning of overtime, had been 
threatened in retaliation for the Governmenfs alleged delay in 
opening negotiations. If these threats were implemented and the 
goodwill of the staffs was lost, the work necessary in connection with 
the uprating of social security benefits and the programme of tax 
reforms announced in the Budget would be jeopardised. These 
considerations, however, should not be allowed to influence the 
Governmenfs decision, since the present system of determining 
Civil Service pay rested on the presumption that the Civil Service 
did not resort to industrial action in furtherance of pay settlements. 
If the Government proposed to maintain their commitments to the 
Priestley system, they could properly expect that the staffs for their 
part would also continue to observe the basis on which that system 
rested. 

(d) If a negotiated settlement was considered preferable to 
arbitration, it would be reasonable to allow the negotiators the 
latitude to go to 9-25 per cent instead of 8-75 per cent for the 
Administrative/Executive grades, as proposed by the Lord Privy 
Seal. 

; ; '\The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Government must honour the clear 
undertaking given to the National Staff Side in March and that it 
could not reasonably be claimed that circumstances had changed 
since that date. They accepted that it was desirable for the Lord 
Privy Seal to seek a negotiated settlement on the basis of a stringent 
interpretation of the pay research evidence; he would accordingly 
have authority to offer 11-7 per cent for the Clerical grades and up 
to 9-25 per cent for the Administrative /Executive grades. The 
Cabinet also accepted that the commitment to determine Civil 
Service pay on the basis of fair comparisons, as prescribed in the 
Priestley report and endorsed by successive Governments, must 
continue in the absence of any satisfactory alternative. After the 
present negotiations were completed, however, the Lord Privy Seal 
should arrange for the existing methods of conducting pay research 
and analysing its results to be reappraised, possibly with the help of 
an independent body; but no reference should be made to this in 
the negotiations. The draft Press announcement annexed to the 
Lord Privy Seal's memorandum should be revised in consultation 
with the Lord President and the Prime Minister^ Press Office, in 
order to convey more clearly and simply that the proposed awards 
to the Civil Service would do no more than bring the grades in 
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question up to the levels which pay research had shown that their;! 
analogues in other fields of employment were already receiving. 
The Lord Privy Seal should also arrange for the Official Side, 
negotiators to keep closely in touch with the Prime Minister^ Press 
Office in order that the Government might retain the initiative as 
regards the public presentation of a settlement or a breakdown in 
the negotiations. 

The C a b i n e t -

Took note, with approval, of the Prime Minister^ summing; 
up of their discussion and invited the Lord Privy Seal to 
be guided accordingly. 

SECRET 
*2. The Foreign and Commonwealth Secretary informed the 

Cabinet that, in response to an appeal made at our suggestion by 
President Allende of Chile to the Tupamaros guerillas to release 
H M Ambassador in Montevideo, Mr. Jackson, the Tupamaros had 
told H M Ambassador in Santiago that they would release 
Mr. Jackson on payment by Her Majesty's Government of a secret 
ransom of 1 million dollars. In addition, they demanded publicity 
in the Uruguayan Parliament and Press for President Allende's 
appeal and their own response, together with the payment of £10,000 
to a charity in Uruguay. Meanwhile a Mr. 0'Shaughnessy, of the 
Financial Times, having learned of the Tupamaros ' offer, was trying1 

to raise the 1 million dollars ransom from private sources in the 
United Kingdom. He was being discouraged from proceeding with 
this project, since, if he succeeded, the payment of the ransom might 
become known and could well be attributed to the Government;! 
and a surrender to the demands of the kidnappers would be liable! 
to aggravate the risk that episodes of this kind would recur with 
increasing frequency. It would therefore be right that we should; 
refuse any offer for the release of Mr. Jackson involving payment of; 
a ransom by the Government and that we should continue to seek 
to dissuade Mr. 0'Shaughnessy from trying to raise the necessary 
funds by voluntary subscription. 

Meanwhile, no communication had been received from those; 
who had kidnapped Mr. Sylvester, the Honorary British Consul in 
Rosario, Argentina, beyond the news that he was well. We had; 
expressed our concern to the Argentine Government. 

The C a b i n e t -
Took note, with approval, of the Foreign and Common^ 
wealth Secretary's statement. 

Cabinet Office, 

25 May, 1971. 


* Previously circulated as a Confidential Annex. 
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C M 29 (71) 
CONFIDENTIAL 

1. The Cabinet were informed of the business to be taken in 
the House of Commons in the week after the Whitsun Recess. 

The Cabinet took note of the progress achieved in the 
Committee Stage of the Industrial Relations Bill in the House of 
Lords. They expressed their warm appreciation of the part being 
played by the Lord Chancellor, the Government spokesmen 
responsible for the Bill and the Government^ supporters. 

CONFIDENTIAL 
2. The Prime Minister said he would shortly be inviting 

Ministers to review their oversea engagements up to the end of the 
year in order that the Cabinet could concentrate fully on the 
important problems facing the Government, particularly in relation 
to the European Economic Communities. 

SECRET 
3. The Foreign and Commonwealth Secretary said that although 

Press reports of major clashes between Indian and Pakistani forces 
on the East Pakistan borders should be treated with some reserve, 
the refugee problem was becoming increasingly grave. The Indian 
Prime Minister, Mrs. Gandhi, had claimed that there were now 
over 3 million refugees from East Pakistan in West Bengal. He had 
recently discussed the Pakistan relief problem with President Yahya 
Khan's economic adviser, Mr. M. M. Ahmad, and had emphasised 
that the prerequisites of any effective relief effort were the prospect 
of a political solution and a concerted relief plan promoted by 
international agencies. On the first point he had been given to 
understand that President Yahya Khan was expecting to start 
discussions with the political spokesmen of East Pakistan during the 
next two weeks, which it was hoped would lead towards a political 
settlement. On the second point he had agreed with Mr. Ahmad 
that there was an urgent need to deploy a United Nations team in 
the area to assess relief requirements. Political stability in East 
Pakistan was also the key to the West Bengal refugee problem. 
Nearly all the refugees were Hindus; and the flow to West Bengal 
would not be reversed until the fear of persecution had subsided. 

There was considerable concern in this country about the plight 
of the refugees. We had made an initial contribution of £1 million 
for their relief; but, although further demands might be made on 
us, it would be undesirable to commit ourselves to any additional 
contribution pending the response of other countries to the appeal 
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which was being organised by the United Nations Secretary-General. 
Any criticism of our attitude could reasonably be countered on the 

 lines that action lay with the United Nations, whose efforts we 
would whole-heartedly support. 

The Foreign and Commonwealth Secretary said that a 
constitutional problem had been created as a result of an Opposition 
boycott of the recent elections in Trinidad, in which Dr. Williams' 
People's National Movement had won all 36 seats. The constitution 
required that four seats in the Trinidad Upper House should be 
filled by the Governor-General on the advice of the Leader of the 
Opposition; but, in the absence of any occupant of this post, it was 
doubtful whether compliance with the constitution was possible. In 
these circumstances Dr. Williams might think it necessary to take 
extraordinary constitutional action; and if, as a result, public order 
was disturbed, an attempt might be made to involve us. The 
situation was being kept under observation from this point of view. 

The Cabinet— 

Took note of the statements by the Foreign and Common
wealth Secretary and of the points made in discussion. 

SECRET 
*4. The Foreign and Commonwealth Secretary said that Lord 

Goodman and our other emissaries had just returned from a second 
visit to Salisbury, at which some progress had been made on the 
subject of a blocking mechanism designed to ensure that agreed 
improvements in the status of the African majority would not be 
subsequently reversed. But the main constitutional problem of 
unimpeded progress to majority rule within a reasonable period 
still presented difficulties. He would be reviewing the situation in 
the light of the emissaries' reports and would be consulting his 
colleagues in the near future. It was a matter for satisfaction that 
some progress had been made and that for the second time the 
emissaries' visit had taken place without attracting publicity. 

The C a b i n e t -
Took note of the Statement by the Foreign and Common-; 
wealth Secretary. 

SECRET; 
5. The Chancellor of the Duchy of Lancaster said that during; 

the Conference organised by the Financial Times at Oslo he hadJI 
been able to discuss briefly with Norwegian Ministers the problems! 
which acceptance of the fisheries policy of the European Economic! 
Community (EEC) would create for Norway and ourselves. 



The Secretary of State for Trade and Industry reported that 
during his recent visit to Stockholm some Swedish Ministers had 
been critical of the possible effect of our accession to the EEC on 
our trading relations with Sweden. 

In the course of a brief discussion it was noted that the formal 
Swedish position had been recorded at a recent European Free 
Trade Area (EFTA) meeting, at which the E F T A countries had 
welcomed the progress of certain of their members' discussions with 
the EEC and had agreed that it was for each member state of E F T A 
to decide separately on its future relationship with the EEC. 

The C a b i n e t -
Took note. 

C O N F I D E N T I A L 
6. The Secretary of State for Trade and Industry said that the 

National Union of Blastfurnacemen (NUB) had informed the British 
Steel Corporation (BSC) on the previous day that they intended 
to take strike action on 1 June in support of a pay claim. In 
response to general pressure from the unions representing manual 
workers in the steel industry the BSC had it in mind to put 
proposals to the Iron and Steel Trades Confederation (ISTC), on 
22 June for an interim increase for their lower-paid workers, as a 
preliminary to a review of all the existing pay agreements, which 
were due to remain in force until March or June 1972. The BSC 
were not prepared to weaken their negotiating position by settling 
out of turn with the NUB, who represented only 15,000 out of 
100,000 steel workers covered by the agreements. The Ministerial 
Steering Committee on Pay Negotiations had agreed that the 
Corporation should be supported in their resolve to stand firm in 
face of the threatened strike. 

The Prime Minister, summing up a short discussion, said that 
the Cabinet endorsed the view of the Ministerial Steering Committee 
that the BSC should be supported in their proposal to withstand 
the industrial action threatened by the NUB. The potential 
implications of the Corporation^ proposal to enter into negotiations 
with the ISTC for an interim increase for lower-paid steel workers 
and a review of existing pay agreements would need careful 
examination by the Ministerial Steering Committee. Meanwhile, 
the BSC should make no move to present these proposals to the 
ISTC. 

The Cabinet— 
!	 ,j Took note, with approval, of the Prime Ministers summing 

up of their discussion and invited the Secretary of State 
for Trade and Industry to be guided accordingly. 
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CONFIDENTIAL 
7. The Cabinet had before them a memorandum by the 

Chancellor of the Exchequer (CP (71) 62) about policy for the 
nationalised industries. 

The Chancellor of the Exchequer said that the proposals in 
CP (71) 62 derived from the commitment in the Conservative Party's 
Manifesto at the General Election to reduce the Governments 
involvement in the nationalised industries and to secure better 
control of their investment and more efficient use of their resources. 
The studies on this subject which had been carried out by the 
Conservative Party in Opposition, together with a further review 
conducted by the Business Team since the Government came to 
power, had been taken into account by the Ministerial Committee 
on Economic Policy (EPC) in the preparation of the memorandum 
before the Cabinet. There had been general agreement in the 
Committee that doctrinaire measures should be avoided and that 
the primary objective should be to promote the efficient use of 
resources. The introduction of the new system of accountability 
and control described in Annex A of CP (71) 62 would inevitably 
create certain short-term problems, since it was unlikely that in 
present economic circumstances the Government would in fact be 
able to avoid retaining some measure of detailed control over 
nationalised industry policy in critical areas such as prices and 
wages. This would make it difficult to attract equity capital from 
private sources on any significant scale; and private loan capital had 
little or no advantage to offer. Annex B of CP (71) 62 listed the 
activities which EPC had considered should be the subject of 
consultation with the undertakings concerned as with a view to 
removing them from public ownership; and paragraphs 6-8 of the 
memorandum indicated why the other activities of nationalised 
undertakings had been judged inevitable for similar treatment. 
EPC had considered that it was inadvisable that any general 
announcement of the Governmenfs intentions in relation to the 
nationalised industries should be made and that it would be 
preferable that individual decisions should be announced at the 
appropriate points. The announcement about accountability and 
control could be made either simultaneously with one statement of 
this kind or separately. 

In discussion some concern was expressed about the adequacy 
of the arrangements for control of the investment decisions of the 
nationalised industries, which had been the central issue in the study i 
carried out by the Conservative Party in Opposition. The review \ 
conducted by the Government since they came into office, however, j 
had i demonstrated that the organisation of the nationalised j 
industries had not reached a sufficiently advanced stage of I 



development to permit of a sophisticated system of control; the 
first requirement was to improve the flow of information on which 
the undertakings' investment proposals were based and to develop 
corporate planning, which was still in its infancy. The introduction 
of a new form of control of investment policy would inevitably 
affect the responsibility of Ministers and might tend to increase the 
difficulty of attracting first-class management. It would take a long 
time to establish the nationalised industries on a profitable basis, 
particularly if there was a continued need on wider grounds for the 
Government to determine their pricing policy for them; and it was 
inevitable that in the meantime the Government would have to 
continue to finance them to some extent. In the past they had 
suffered from excessive political intervention; and the difficulty of 
their task had been aggravated by inconsistency in the objectives 
which they had been required to pursue. The essential requirement 
now was to define their long-term strategy on a realistic and 
economically defensible basis. 

On the other hand it could be maintained that the nationalised 
industries had a long record of faulty investment decisions, even 
where adequate data as a basis for such decisions were available. 
In particular their managements seemed to pay too little regard to 
both the cost of, and the return on, their capital investment and to 
proceed on a tacit assumption that whatever funds they needed 
would be made available. Their approach to investment decisions 
compared unfavourably with that adopted by the private sector; 
and they were not subject to the same constraints, for example in 
pricing policy. Both their investment decisions and their access to 
capital should be brought under closer control; the present 
arrangements did not ensure sufficiently critical supervision either 
by the Treasury or by the sponsor Departments. 

In further discussion it was suggested that the problems already 
confronting the Government were sufficiently numerous to make 
it inadvisable for them to take a pronounced public initiative in 
the complex field of nationalised industry policy, particularly since 
it Would be necessary to proceed with care in implementing the 
proposal to reduce the day-to-day accountability of Ministers to 
Parliament and in gradually transferring the focus of Parliamentary 
concern to the Select Committee on Nationalised Industries. This 
was an additional reason for refraining from any general 
announcement of policy at the present juncture. 

The Prime Minister, summing up the discussion, said that the 
Cabinet were not satisfied that sufficient account had been taken 
of the studies carried out by the Conservative Party before the 
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General Election on a new central system to secure improved 
financial control over the nationalised industries, an objective which 
had eluded all Administrations hitherto. Further consideration 
should therefore be given to the various possible means off 
promoting such a system of control, including the concept of a 
public sector finance corporation. The Cabinet would then resume 
their examination of the issues involved; and in the meantime there 
should be no consultation with the nationalised industries. 

The Cabinet— 

1.	 Invited the Chancellor of the Exchequer to arrange for 
further study of the issues involved on the basis indicated 
in the Prime Ministers summing up of their discussion. 

2. Agreed to resume their discussion at a later meeting. 

SECRET 
8. The Cabinet considered a memorandum by the Secretary 

of State for Trade and Industry (CP (71) 64) on gas and electricity 
prices. They also had before them a Note by the Central Policy 
Review Staff (CP (71) 65). 

The Secretary of State for Trade and Industry said that the Gas 
and Electricity Councils wished to submit proposals for increases 
in tariffs to their respective Consultative Councils. The Gas Council 
proposed tariff increases from 1 July averaging about 1\ per cent, 
to raise £28 million in 1971-72 and £44 million in the first full year. 
The Electricity Council proposed a surcharge from 1 August 
averaging about 10 per cent on all tariffs not automatically adjusted 
for fuel costs, to raise about £60 million in 1971-72 and £100 million 
in a full year. This might be followed by a full revision of 
electricity tariffs early in 1972. The present proposals followed very 
rapidly after the gas and electricity price increases earlier in the 
year, mainly as a result of the rise in costs which had faced British 
industry as a whole. Nevertheless, if the.,nationalised industries i 
were allowed to drift into continued deficit financing, a situation i 
would eventually develop in which either a capital write-off or even 
larger price increases would be inevitable.  In these circumstances jj 
it should be the Government^ policy to establish realistic financial \ 
objectives for the industries and to accept that prices must be \ 
: properly related to costs. Otherwise, it would not be possible to I 
hold the Boards to account for the efficient performance discharge 
of their functions,  to secure soundly based investment programmes 
and to limit demands on the National Loans Fund. In particular, 
unless price increases included some element of anticipation of 
wage	 and other cost increases, frequent increases in prices and a 



continuing insufficiency of profits would be unavoidable. The 
public presentation of the price proposals, however, should avoid 
any reference to anticipation of wage increases and should be based 
on the need to relate prices to costs. The current objectives for 
the gas and electricity industries were to earn 7-4 per cent and 
7 per cent respectively on net assets during the quinquennium 
ending March 1974. The gas tariff proposals were designed to meet 
this objective; but the electricity surcharge would do no more than 
arrest the growth of the shortfall, which had reached £165 million 
by April 1971. T o make good this shortfall by the end of the 
quinquennium would entail prices in excess of economic costs. To 
bring prices in line with costs an objective of 7 per cent for the last 
three year of the quinquennium would be appropriate, requiring 
electricity tariff increases in 1972 of about £140 million a year, 
inclusive of the proposed surcharge. He therefore invited the 
Cabinet to agree that the Gas and Electricity Council should be 
allowed to submit their present tariff proposals to their respective 
Consultative Councils and that the electricity industry should be 

i required to plan its full tariffs revision on the basis of earning 7 per 
cent on net assets from April 1971 to March 1974. 

In discussion it was suggested that, although the economic 
arguments supported the proposed price increases, the more 
immediate problem was to arrest the inflationary spiral. The 
Cabinefs discussion of nationalised industry policy had established 
that there might be occasions when, in the short term, the 
Government would have to bring pressure on the industries for 
overriding reasons of national policy, for example at the present 
time in support of wages policy, which had now reached a critical 

point. Many settlements in private industry were taking place 
below 10 per cent; and it was possible that further de-escalation 
could now be achieved if the cost of living, which played a large 
part in the determination of trade union attitudes, could be 
adequately restrained. It would be both a political and a 
psychological error to implement the present proposals so soon 
after the last tariff increases and at the beginning of a new wage 
round; and it might be preferable for the Government to reject 
them and to take credit for having done so. Moreover, the 
proposals for gas tariffs made advance provision for future wage 
increases, which was contrary to the policy which the Government 
had previously adopted. Even if no reference was made to this 
fact in the public presentation of the issues involved, it would 
become known to other nationalised industries and would further 
weaken their incentive to keep costs under control. There were 
grounds for thinking that the industries could do more to offset 



rising costs by increased efficiency, for example by more effective 
application of the funds available for investment or by reductions 
in staff. The example of the British Steel Corporation showed that 
financial sanctions, if stringently applied, could be an effective spur\ 
to increase efficiency. 

On the other hand there could be no certainty that inflation 
could be curbed by price restraint, particularly if it did not apply 
uniformly in both the public and the private sectors. There were 
some indications that the profitability of industry was now tending 
to recover; and it was important not to inhibit this tendency, which 
was essential to the provision of adequate funds for investment and 
should be encouraged in the nationalised industries as much as in 
private industry. The allowance made for future wage and other: 
cost increases in the proposals for gas tariffs accounted for only 
about one-third of the proposed increase; and, if such allowances 
were disallowed, the industries would inevitably fail to achieve their 
financial objectives. The deferment of tariff increases in response 
to short-term considerations of wages policy would entail even 
larger increases later. The sale of gas and electricity below cost 
would also stimulate uneconomic levels of demand and so increase 
both the amount of investment needed and the industries' calls on 
the National Loans Fund, unless the Government were prepared 
to contemplate the possibility of supplies becoming seriously 
inadequate. It would be necessary, in the context of public 
expenditure, to examine the investment programmes of all the 
nationalised industries very critically; but it was wrong to argue 
that the efficiency of these industries was generally low or that they 
were not operating in a competitive context. It was questionable 
whether the withholding of price increases was the best way of 
spurring the industries to more economic operation. 

The Prime Minister, summing up the discussion, said that the 
Cabinet were confronted by the dilemma that the general economic 
arguments in favour of the price increases, which were set out in 
the two memoranda before the Cabinet, conflicted with the need 
to reduce the serious inflationary pressure. The Cabinet were 
inclined to the view that in present circumstances the need to 
contain inflation must take precedence; but the Ministerial 
Committee on Economic Strategy would give further consideration 
to the issues involved in the light of the views expressed in the 
discussion. 

 The Cabinet— 

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

1



C M 29 (71) 
SECRET 

9. The Cabinet considered a memorandum (CP (71) 63) by the 
Lord Privy Seal on the pay of the Industrial Civil Service (ICS). 

The Lord Privy Seal said that negotiations with the ICS had to 
be begun on 7 June and that the Ministerial Steering Committee on 
Pay Negotiations had recommended that the ICS should be offered 
a betterment increase averaging 1\ per cent but that there should 
be no increase in this offer if it proved unacceptable. He was 
content to proceed on this basis; but the Cabinet should be aware 
that the offer fell short of the most stringent interpretation of the 
betterment system recommended by the National Board for Prices 
and Incomes (NBPI), which indicated an average increase of 
8-7 per cent. Moreover, this figure itself might well be artificially 
low, since it was based on a single month's deviation of the Earnings 
Index. Many of the staff concerned were low-paid, 36 per cent 
earning less than £17 a week and 50 per cent less than £20 a week; 
and for those to whom productivity agreements did not apply— 
almost half the ICS—an increase of only 1\ per cent would 
represent a reduction in the standard of living. An offer of 1\ per 
cent would therefore represent a departure from the fair wages 
policy which had been applied for many years and would be liable 
to be strongly resented by the ICS, who would feel that the Govern
ment were treating members of the public service inequitably. There 
was unlikely to be industrial action on any significant scale as an 
immediate result of the proposed offer on 7 June ; but the risk would 
increase progressively thereafter and would extend to certain sensitive 
areas. A clear distinction could admittedly be drawn between the 
treatment of the non-industrial civil servants, to whom a clear pledge 
had recently been given, and the ICS whose betterment rested only on 
traditional practice. It would be important, however, that all 
possible measures should be taken to ensure that ' a similarly 
stringent attitude was adopted in relation to other employers in 
both the public and the private sectors. 

In discussion there was general agreement on the critical nature 
of the decision on the ICS claim in relation to the 1971-72 round of 
pay increases in the public sector. The ICS had received very 
large betterment increases of 8^ per cent and \A\ per cent in the 
two previous years; and, while these increases had in part been 
designed to restore ground previously lost, it was also clear that 
they had set the pace for increases throughout the public sector in 
1970, particularly in relation to the local authority manual staff. 
Moreover, many of the ICS had received substantial productivity 
increases, bringing their total earnings increase in some cases up to 
20 per cent. On the other hand the scope for increased productivity 
earnings would be reduced in future, since the Ministerial Sub



Committee on Pay Negotiations had just approved more rigorous 
criteria in this field. 

The implications of industrial action should be fully assessed 
but it seemed clear that the political and economic hazards which 
the Government had successfully faced in withstanding comparable 
action by the electricity supply workers in the previous autumn 
were greater than any risk involved in action by the ICS. 
however, there were to be a dispute with the ICS, it was essential 
that the facts supporting the Government^ case should be clearly 
established in a form in which they could be convincingly presented, 
to the public. For the future the Office of Manpower Economics 
might be invited to re-examine the basis of the NBPI 
recommendations on the calculation of the central betterment; 
settlements: and consideration might also be given to transferrin 
the responsibility for negotiations with the ICS from the Civil 
Service Department to the individual employing Departments. 

The Prime Minister, summing up the discussion, said that th 
Cabinet agreed that the ICS should be offered a betterment increas 
of 1\ per cent and that there should be no authority at this stage 
increase this offer if it proved unacceptable. The implications 
industrial action, however, should be examined as rapidly 
possible and a report should be made to the Ministerial Steerin 
Committee on Pay Negotiations. The Chancellor of the Excheque 
and the Secretary of State for Employment should arrange for earl 
discussions on the need for continued de-escalation of pa 
settlements with the other employers in the public sector and with 
representatives of private employers. He would arrange for furthe 
consideration to be given to the future arrangements for dealing! 
with negotiations in respect of the ICS and to the possibility 6 
promoting an examination by the Office of Manpower Economic 
of the basis of the present betterment system. 

The C a b i n e t 
1.	 Took note, with approval, of the Prime Minister^ summin 

up of their discussion. 
2.	 Invited the Lord Privy Seal to be guided accordingly ' 

arranging for negotiations with the Industrial Civl 
Service. 

3.	 Invited the Chancellor of the Exchequer and the Secreta 
of State for Employment to take appropriate action, i 
discussion with employers in the public and privat 
sectors, to secure continued de-escalation of wag" 
settlements. 
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SECRET 

1. The Cabinet were informed of the business to be taken in 
the House of Commons the following week. 

The Cabinet discussed the arrangements to be made to seek 
Parliamentary approval of the terms of our accession to the European 
Economic Communities (EEC), on the assumption that the next 
meeting with representatives of the Communities on 21-22 June 
would finally dispose of the remaining obstacles to our membership. 
It was generally agreed that it would be desirable to publish a 
White Paper as soon as possible after that meeting and to arrange 
for it to be debated before Parliament adjourned for the Summer 
Recess. It might be wise, however, to seek an early opportunity 
to make it clear that this debate would not necessarily be directed 
to securing final and definitive approval of the White Paper's 
proposals. A statement to this effect would serve t o dispel the 
impression, which was already prevalent and would gain strength 
as the forthcoming meeting in Brussels approached, that the 
Government intended to try to compel Parliament to decide the 
issue of accession without proper time for reflection; and it should 
help to reassure those Members who felt that the month of July 
would allow too little time for them to consult their constituents 
before being asked to cast a vote which could be regarded as 
effectively committing them irrevocably to a view on accession. It 
would be preferable to dispel these doubts at the present juncture 
than to appear to be compelled to concede the point later under 
pressure; and this consideration was reinforced by the fact that the 
Government should in any event be on their guard against appearing 
to take it for granted that the outcome of the forthcoming discussions 
in Brussels would be wholly acceptable. 

On the other hand a statement on the lines suggested, if made 
at this stage, might give the Communities the impression of a lack 
of urgency on our part and so endanger our chances of reaching 
final agreement on the outstanding issues at the forthcoming meeting 
in Brussels. Moreover, it would afford the opponents of accession 
more room for manoeuvre and greater opportunity to try to win 
over those whose minds were not yet made up. 

In further discussion it was suggested that the disquiet in 
Parliament derived to some extent from an insufficient appreciation 
of ( the various stages, including legislation, by which Parliamentary 
approval of our accession to the EEC would have to be sought over 
the next 18 months before ,we formally achieved membership on 
1 January, 1973. The most satisfactory course, therefore, might be 
for the Prime Minister to undertake that afternoon in the House of 
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Commons to make a considerable statement, probably in the. 
following week, which would indicate the whole of the Parliamentary? 
timetable which would be involved if the outcome of the forthcoming! 
meeting in Brussels was satisfactory. This would allow the timing i 
of any definitive debate to be set in a rational context, with duel 
regard to the need to allow Members of Parliament adequate time! 
to consult their constituents; and it could perhaps be turned tol 
additional advantage in relation to the forthcoming meeting ail 
Brussels by demonstrating to the Communities that the requirements I 
of our constitutional procedures, as far from allowing us to slacken 1 
our efforts to conclude the negotiations, made it imperative that they j 
should be successfully terminated by the end of June. 

The Prime Minister, summing up the discussion, said that it was I 
generally agreed that the Government should seek to avoid creating! 
any impression that they intended to force a premature decision on J 
the issue of our accession to the EEC. He would therefore inform! 
the House of Commons that afternoon that he would shortly make! 
a statement on the subject; and he would consider further, in the light 
of the points made in the Cabinefs discussion, the means by which! 
such a statement might best reassure public opinion without 
prejudicing our negotiating position in Brussels. 

The Cabinet— 

Took note, with approval, of the Prime Ministers summing f 
up of their discussion. 

SECRET; 

2. The Foreign and Commonwealth Secretary said that there 
were some indications that Parliamentary and public opinion doubted 
whether the subscription of £1 million which the Government had 
already made to the relief of refugees from East Pakistan was I 
sufficient in view of the gravity of their plight and that it might be; 
necessary for us to supplement this contribution, preferably in the; 
form of a single lump sum. As soon as we knew more clearly the; 
scale of total further aid which was required he would discuss an, 
increase in the British contribution with the Chancellor of the; 
Exchequer. 

The Foreign and Commonwealth Secretary reported that he had I 
recently attended a meeting of the North Atlantic Ministerial Council] 
at Lisbon and that the results of the meeting had been satisfactory. 1 
There was general agreement among the Foreign Ministers concerned 1 
that in the absence of progress towards a settlement of the problem? 
of Berlin there could be little hope of a more general detente in f 
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relations with the Soviet bloc. It had therefore been decided to 
concentrate efforts on seeking to persuade the Soviet Government to 
conclude a reasonable agreement on Berlin. 

The Foreign and Commonwealth Secretary said that he had 
taken the opportunity of his presence in Lisbon for the North Atlantic 
Council Ministerial meeting to have discussions with the Portuguese 
Government, whose attitude had been cordial and co-operative. He 
had not been pressed on any of the points of contention between 
the two Governments, including the continuation of the Beira Patrol. 
The Portuguese Prime Minister, Professor Caetano, had said that he 
would be prepared to write at an appropriate time to the leader of 
the regime in Rhodesia, Mr. Ian Smith, urging him to make a 
settlement with us, if we judged that this would be helpful. Professor 
Caetano had also indicated that the Portuguese Government might 
wish to place orders for warships in this country; and it would be 
necessary to give further consideration to our attitude towards any 
such orders. 

The C a b i n e t 

i Took note of the statements by the Foreign and Common
wealth Secretary. 

SECRET 

3. The Secretary of State for Trade and Industry said that the 
Chairman of Upper Clyde Shipbuilders (UCS) had informed him 
earlier that week that, on the basis of revised forecasts, the UCS 
Board now considered the company to be insolvent and that, if they 
continued trading, their total indebtedness to creditors by August 
would exceed £9 million and they would have a net asset deficiency 
of at least £4 million. They did not have the cash to continue paying 
staff wages after Friday, 18 June. The Board were accordingly 
expected to decide on 10 June that they could not continue in 
business and should apply for the appointment of a provisional 
liquidator; and a decision to this effect would be conveyed to the 
unions the same afternoon. 

The situation disclosed by this report had been discussed in the 
Ministerial Committee on Economic Strategy earlier that morning; 
and he had since made arrangements with the Board that they would 
defer any action until at least the following Tuesday, 15 June, in order 
to give the Government, as their principal shareholder, time in which 
i to consider the situation further. In return for this delay he had given 
the Board two assurances: that finance would be provided to enable 
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staff wages due on 25 June to be paid, if necessary by the provisional 
liquidator, and that the members of the Board would be indemnified 
in respect of any liabilities personally incurred by them, as a result 
of delaying until 15 June an announcement that the Company was 
unable to continue trading. 

The Prime Minister said that the Economic Strategy Committee 
had commissioned an urgent study of means by which, in the event 
of the collapse of UCS, an orderly rundown could be secured and 
individual shipyards now comprised in the UCS group might be 
protected to some extent. The Committee would meet again after 
the week-end; and, if necessary, a further report would be made to 
the Cabinet at an early date. 

The Cabinet— 

Took note of the statements by the Secretary of State for 
Trade and Industry and the Prime Minister. 

CONFIDENTIAL 

4. The Cabinet considered a memorandum by the Secretary of 
State for Social Services (CP (71) 66), to which was annexed a 
memorandum about occupational pensioners and unemployment 
benefit which had been considered by the Home and Social Affairs 
Committee (HS) on 7 June. 

The Secretary of State for Social Services said that HS had 
considered the situation which had resulted from the loss during the 
Committee Stage of the National Insurance Bill of the clause which 
sought to limit the misuse of unemployment benefit by individuals 
who had retired from their career employment with substantial 
occupational pensions and were doubtfully, if at all, in the employ
ment field. HS had concluded that no attempt should be made to 
restore the clause to the Bill on Report, s incelt was lack of support 
from Government back-benchers which had enabled the Opposition 
to carry the deletion of the clause in Committee and the necessary 
support from the Government side would not be forthcoming for its 
restoration. 

HS had also concurred in his suggestion that, as a logical 
consequence of this recommendation, the Government should seek 
to delete from the Bill on Report the clause which removed the 
liability of individuals over 60 to pay the non-employed person's 
National Insurance contribution, since this clause had been 
introduced only in order to render more acceptable the restrictions 
on unemployment benefit which it was now proposed to abandon. 
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The Cabinet— 

Took note, with approval, of the statement by the Secretary 
of State for Social Services and invited him to proceed 
accordingly. 

SECRET 
*5. The Lord Privy Seal said that the Cabinet had authorised 

him on 25 May to seek a negotiated settlement, based on pay 
research, up to 11-7 per cent for Civil Service Clerical grades and up 
to 9\ per cent for the Administrative/Executive grades. Hard 
negotiations, coupled with the ability to meet the Staff Associations 
on certain points of scale construction which they would have been 
unlikely to have secured at arbitration, had resulted in a settlement 
for the Clerical grades costing a little over \ \  \ per cent. In the 
negotiations with the Administrative /Executive grades, however, the 
scales resulting from implementation of almost the full amount 
authorised by the Cabinet had been rejected by the Staff Associations 
concerned. His assessment was that a settlement could certainly be 

 obtained by offering 10 per cent and might be obtained at 9f per 
cent. A negotiated settlement was desirable in the interests of morale 
and good management. The staff concerned had so far had 
compounded increases of only 14 per cent since 1 January, 1968, 
compared with a rise in the wages index of nearly 30 per cent in the 
same period. For the Executive Officer grade, a large proportion of 
whom were working substantial overtime to implement Government 
programmes, the present pay offer would provide only a 5-6 per cent 
increase. A settlement within a maximum of 9f per cent for the 
Administrative/Executive grades as a whole would enable significant 
improvements to be made at key points in the Executive Officer scale 
and would strengthen the hands of the moderate elements in the 
Staff Associations. It would still represent a stringent interpretation 
of the pay research evidence. If agreement were not reached, the 
alternative would be to allow the claim to go to arbitration; and this 
would involve a real risk of a substantially higher award. Because 
of the advantages of a negotiated settlement, he therefore sought 
authority to try to settle with the Administrative/Executive grades at 
a figure not exceeding 9f per cent. 

t

In discussion it was argued that the concession of a further 
\ per cent to the Administrative/Executive grades would encourage 
both the Staff Associations and the unions representing the industrial 
Civil Service to negotiate on the footing that the Government could 
be brought to raise their offers by intransigence and threats of 

i; * Previously recorded in a Confidential Annex. 



industrial action.  In particular, the Society of Civil Servants had I 
before them a Resolution calling for a ban on overtime from 14 June jj 
if no agreement had been reached by then. To settle with the I 
Administrative/Executive grades at per cent, moreover, would 1 
increase the average of the two pay research settlements with the 1 
non-industrial Civil Service; and it was this average which would 
influence the attitude of local authorities towards the pay of their j 
own staffs.  On the other hand the rise in the average increase under f 
the two settlements from 10^-10^ per cent would not be significant; f 
and a negotiated settlement with the Administrative/Executive grades 1 
at 91 per cent was greatly to be preferred to the risks of allowing the i 
claim to be decided by arbitration. If an overtime ban were imposed I 
by Executive grades in default of an agreed settlement, the
programme for uprating social security benefits would "be jeopardised; 
Moreover, the low " open " offer which it would be necessary to 
make at arbitration to avoid the " without prejudice " offers becoming I 
the floor for the arbitration would consist of salary scales considerably 
less favourable than those which had already been rejected in 
negotiation. The conventions at arbitration were understood by the 
Associations' negotiators, but not by the rank and file; and the 
publication of a very low " open " offer would create strong resent
ment among the grades concerned. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed on balance that the Lord Privy Seal should be 
authorised to seek a negotiated settlement with the Administrative/ 
Executive grades at a figure not exceeding 9f per cent. It would be 
important to ensure that any settlement reached on that basis was 
publicly presented as being designed to restore lost ground; and the 
fact that the settlement for the Clerical grades had achieved general f 
acceptance on that basis encouraged the belief that this should be; 
possible. In order to ensure that the Government retained the 
initiative in regard to the public presentation of the settlement, or ofH 
any breakdown in the negotiations, it was important to avoid; 
premature disclosure; and the Lord Privy Seal-should arrange for the I 
Official Side negotiators to keep in close touch with the Prime] 
Minis ters Press Office. 

The C a b i n e t -
Took note, with approval, of the Prime Minister^ summing! 
up of their discussion and invited the Lord Privy Seal to bel 
guided accordingly. 
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"SECRET 


Subject 

UPPER CLYDE SHIPBUILDERS 



The Prime Minister recalled that on 10 June the Board of Upper 
Clyde Shipbuilders (UCS) had agreed not to apply for the 
appointment of a provisional liquidator before 15 June in return 
for assurances that finance would be provided by the Government 
to cover a further week's staff wages and that they would be 
indemnified in respect of any liabilities which might be personally 
incurred by the directors on account of the intervening days' delay. 
But after the company's serious financial situation had become 
public knowledge during the weekend the Board had concluded 
that they could not defer action beyond 14 June and that, in the 
absence of a promise that morning of an injection of further capital 
by the Government, they must petition the Court at 12.30 p.m. for 
the appointment of a liquidator. The Lord Advocate considered 
it possible that the application could properly be deferred until 
3.30 p.m. in order that the House of Commons might, at the same 
time, be informed of the matter; and he was in touch with the 
company's solicitors to that end. 

At a meeting with the Secretary of State for Trade and Industry 
on the previous day the Chairman of UCS had acknowledged that 
the company had been unable to devise any feasible alternative 
plan. In particular, they had suggested to the Scottish Trades 
Union Congress (STUC) that the workpeople should accept a 
20 per cent reduction in wages, the proceeds being held in trust 
until the company's finances were restored. But, although the STUC 
had been prepared to endorse this proposal, the latter had been 
rejected by the unions concerned. In these circumstances the Board 
had reached the conclusion that they would be unable to continue 
trading unless they were provided by the Government with 
£5-£6 million additional capital, either as a grant or in the form 
of equity participation. The Cabinet had therefore to decide 
whether to comply with this request or to acquiesce in an application 
by the company for the appointment of a provisional liquidator. 

The position had been considered earlier that day by the 
Ministerial Committee on Economic Strategy (ES). The Committee 
had recognised that the collapse of UCS would aggravate 
unemployment on Clydeside, which was already serious. On the 
other hand U C S had now become the symbol of an ailing enterprise, 
bedevilled by bad labour relations and poor management, in whose 
future prospects there could be little confidence. Despite the 
managements claims that a striking increase in productivity had 
already been secured and that the outlook for the company was now 
brighter, there was no clear or firm assurance that they would in 
fact achieve profitability in the foreseeable future. An additional 

l B* 
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£5-£6 million capital contributed by the Exchequer now was I 
accordingly unlikely to prove the end of the Governmental 
involvement in the firm; and it would be difficult to justify a l 
subvention of this kind in terms of their general industrial policies, j 
The failure of UCS might admittedly cause some damage to 
confidence on the Lower Clyde; but the Lower Clyde shipbuilders! 
had indicated that further Government assistance to UCS, whose 
faulty wage policies and bad labour relations had already had very' 
adverse effects on the Lower Clyde, would entail even more J 
damaging consequences for them. If the Government decided toi 
allow UCS to go into liquidation, however, it would be essential I 
to take urgent action to mitigate the effects on employment and1 
confidence, to try to secure the completion of ships now under! 
construction and to keep as much as possible of the group's facilities! 
in working order in the hope that they might be taken over by other I 
firms. Apart from the shipbuilders on the Lower Clyde, no] 
potential purchasers of UCS assets had yet been identified. The! 
Lower Clyde shipbuilders, however, were at present in no position! 
to finance the acquisition of additional assets; and it would in any! 
case be advisable to consider carefully whether the addition of UCS I 
yards to the Lower Clyde group might merely recreate the conditions! 
in which the former group had been unable to survive. 

For these reasons ES had concluded that the Government would I 
not be justified in contributing more capital to UCS and that they I 
should acquiesce in the appointment of a provisional liquidator,! 
whom they should then be prepared to finance for the period off 
some six to eight weeks which might be available before thel 
liquidation of the company was formally confirmed, in the hope I 
that, without prejudicing the position of the creditors, he might bel 
able to keep the yards at work and that there would be time tol 
negotiate with shipowners for the completion of ships now under! 
construction and to make a determined attempt to find purchasers! 
for those elements of the group which had viable prospects. The! 
Secretary of State for Trade and Industry would seek the! 
co-operation of the provisional liquidator to realise these aims and! 
proposed to appoint a small group of expert advisers to assist himl 
in organising the reconstruction of that part of the UCS group which 1 
it was hoped to save. 

In discussion there was general agreement with the conclusioni 
reached by ES. The following main points were made: 

(a) The management of UCS were actively creating the! 
impression that the company could now look forward to an l 
increasing improvement in its affairs. The Government should! 
ensure that this version of the current situation, which had anil 



appearance of credibility, was seen in the perspective of the 
company's previous over-optimistic expectations, which had never 
been fulfilled. They must also emphasise that the Board had been 
quite unable to say by what date they might realise their expectations 
of future viability. Moreover, they had acknowledged that a mere 
bridging loan would not suffice to resolve their present difficulties; 
and that the £5-£6 million which they needed to save them from 
collapse must be in the form of permanent capital. The Government 
could therefore have no confidence that, if they acceded to this 
request, they would be putting the group on to a permanently 
viable basis. 

(b) In dealing with the probable impact of the firm's collapse 
on employment in the Clydeside area, the Government should be 
concerned to correct some of the more exaggerated estimates which 
were gaining currency. In particular, the Secretary of State for 
Trade and Industry should make it clear that the company had 
undertaken at his request not to close their yards before the 
provisional liquidator had been appointed. 

(c) The wording of the necessary Parliamentary statement 
would need to be carefully considered by the Law Officers in order 
to ensure that, in indicating their willingness to finance the 
provisional liquidator for a limited period, the Government did 
not undertake an indefinite commitment. 

(d) There might be some advantage in allowing it to be known 
that the trade unions concerned had rejected a proposal that they 
should assist the company by accepting a voluntary and conditional 
reduction in wages. 

(e) The international aspects of the course proposed would 
need further consideration, particularly as regards the four cargo 
ships under construction in the UCS yards for the Israeli 
Government. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Government should proceed as recommended 
by ES. The Secretary of State for Trade and Industry should 
notify the Board of UCS accordingly. The Lord Advocate had now 
confirmed with the company's solicitors that their application for 
the appointment of a provisional liquidator would be deferred until 
3.30 p.m.; and the Secretary of State should therefore make an 
appropriate statement in the House of Commons that afternoon, 
the content of which should be considered urgently by the Ministers 
mainly concerned under the chairmanship of the Home Secretary. 
If, as might be expected, the Opposition secured the Speakers 



agreement to an emergency debate under Standing Order 9, the 
Secretary of State for Trade and Industry should open and the' 
Secretary of State for Scotland should wind up for the Government 

The C a b i n e t -
Took note, with approval, of the Prime Minister^ 
summing up of their discussion. 

Cabinet Office, 
14 June, 1971. 
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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. 

C O N F I D E N T I A L 
2. The Foreign and Commonwealth Secretary said that the 

Government in Iceland had been defeated in the General Election and 
that their opponents had fought their successful campaign primarily 
on a policy of insisting upon a 50-mile fishing limit around the coasts 
of Iceland. It was probable, however, that the new Government 
would be another coalition; this would not necessarily indicate a 
significant change of policy, apart from the matter of fishery limits. 

The Foreign and Commonwealth Secretary said that the ruling 
Party in Malta had been defeated in a General Election. It was 
expected that a new Government would be formed by Mr. Dom 
Mintoff, whose policy was to remove North Atlantic Treaty 
Organisation installations from Malta and to demand higher payment 
for the defence facilities which we enjoyed there. In general the 
change of Government might be expected to make for greater 
difficulties in our relations with Malta. 

The Foreign and Commonwealth Secretary recalled that the 
Indian Government had asked us to modify our policy on the import 
of textiles, arguing that it would be liable to disrupt the Indian 
textile industry in areas where the economy was already weak. We 
had refused to change the policy but had offered an additional 
£10 million of development aid in exchange for an Indian waiver of 
the relevant provisions of the Anglo-Indian Agreement of 1939. 
Mr. Mishra, the Indian Minister of Foreign Trade, had publicly 
rejected this offer and had threatened that, if India's request was not 
met, she would consider leaving the Commonwealth. This threat, 
however, need not be taken too seriously; and we should maintain 
our present attitude towards the matter. 

The Foreign and Commonwealth Secretary said that the 
Secretary-General of. the United Nations, U Thant, had appealed to 
us, as to other Governments, for a further financial contribution to 
the relief of destitution in East Pakistan. Moreover, the Indian Aid 
Consortium was expected to ask for additional aid, to which it 
seemed right for us to contribute £5 million, to help the Indian 
Government to deal with Pakistani refugees who were now on their 
territory. It would be most desirable to respond to both appeals; and 
he would be consulting the Chancellor of the Exchequer and the 
Minister for Overseas Development about the possibility of finding 
the money required within the ceiling of the aid programme. If this 
proved to be not possible, it might be necessary to ask for additional 
funds to be made available. If we could indicate quickly that we 
should be prepared to make further substantial contributions to 

CONFIDENTIAL 
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relieve the impact of the disaster on a once and for all basis, 

the pressure of public opinion would be reduced; and it would 


I therefore be desirable that an appropriate statement should be made 

in Parliament early in the following week. 

Meanwhile, a Motion had been put down and signed by a 
number of Opposition Members calling for the recognition 
of " Bangla Desh " as a sovereign State. There could be no question 
of our taking action of this kind, since none of the attributes 
of Statehood were evident. Moreover, the Governments of India and 
the Soviet Union had made it clear that they had no intention of 
recognising " Bangla Desh ". 

The C a b i n e t -
Took note of the statements by the Foreign and 
Commonwealth Secretary. 

SECRET 
3. The Chancellor of the Duchy of Lancaster said that he hoped 

that, at the forthcoming meeting with Ministers of the European 
Economic Communities (EEC) in Luxembourg on 21-22 June, it 
would be possible to reach early agreement on arrangements for 
United Kingdom accession to the European Coal and Steel 
Community; on hill farming; and on interim arrangements for full 
consultation between the United Kingdom (and the other applicants 
for membership) and the Community on any prospective develop
ments in Community arrangements between our signature and our 
ratification of a Treaty of Accession. Given that these issues should \ 
be dealt with relatively speedily, the main purpose of the meeting 
would be to seek an outline agreement on adaptation of the existing 
common fisheries policy; to establish the United Kingdom 
contribution to the Community budget; and to define arrangements 
for New Zealand dairy products. 

As regards the common fisheries policy, he hoped to persuade 
the Community to endorse our stipulation that the present policy, 
required adaptation to take account of the interests of the applicants 
for membership and to secure an undertaking that they were ready 
to modify the policy in a satisfactory way. It was clear, however,
that it would not be possible to reach during June a detailed 
agreement on a future common fisheries policy which was acceptable' 
to all members of the enlarged Community. 

As regards Community finance it seemed likely that we should? 
be able to agree with the Community a key of 19 per cent, which 
corresponded to our share of the gross national produce of the; 
enlarged Communities, for our transitional period; a contribution in 
the fifth year approximating to this key; and perhaps two further 



years of control over our contribution after the end of the first five 
y e a r s - t h e so-called years of "post-transitional correctives". The 
major issue in dispute, however, was the United Kingdom 
contribution in the first year of membership. In the previous 
December we had proposed to the Community a contribution of 
3 per cent for the first year; but it was clear that we should have to 
advance considerably further than this. Proposals ranging from 
5-7 per cent on the part of the Italian Government to 11 \ per cent 
on the part of the French Government had been tabled, although 
the latter might be prepared to reduce their demand to 9 per cent. 
The figure finally agreed might be between 1\ per cent and 9 per cent. 

As regards New Zealand, French views of possible concessionary 
measures fell far short of any solution which would be regarded by 
New Zealand as tolerable. The type of arrangement which we were 
at present trying to persuade both the French and the New Zealand 
Governments to accept was one which involved a gradual reduction 
in guaranteed access for New Zealand butter exports to the enlarged 
Community, with the result that by the end of the five-year 
transitional period the guarantee would comprise about 85 per cent of 
the present level. For New Zealand cheese we were at present 
seeking a general undertaking that steps would be taken to deal with 
any serious decline in New Zealand exports to the enlarged 
Community rather than an assurance of guaranteed access for a 
stated quantity. It might ultimately prove to be easier to secure 
satisfactory arrangements on both butter and cheese which remained 
valid for three years rather than five years, with provision for a review 
at the end of the period. But the critical requirement in any 
arrangements agreed for New Zealand was that the New Zealand 
Government should be prepared to accept them as tolerable. 

In discussion it was suggested that from the point of view of 
Parliamentary and domestic opinion it might be preferable to secure 
three, rather than two, years of " post-transitional correctives ". As 
regards New Zealand, it would prove difficult to persuade the New 
Zealand Government that three years was an adequate period for 
special arrangements, particularly if these arrangements could 
thereafter only be continued or altered by unanimous agreement of 

, . all the members of the enlarged Community. 

The C a b i n e t -
Took note, with approval, of the statement by the 
Chancellor of the Duchy of Lancaster. 

Parliamentary The Prime Minister outlined the terms of the statement which 
Statement foe proposed to make that afternoon in the House of Commons about 

the arrangements for Parliamentary consideration of British 
accession to the European Communities. The statement would 



Rhodesia 
Previous 
Reference : 
CM (71) 29th 
Conclusions, 
Minute 4 

outline the various stages which would have to be completed before 
the United Kingdom could become a member of the Communities. 
These would, of course, include the publication, as soon as possible 
after the major outstanding issues in the negotiations had been 
resolved, of a White Paper which would set out in detail the 
arrangements which had been agreed as well as the broader 
considerations which had led successive Governments since 1961 to 
conclude that the United Kingdom should join the EEC if satisfactory 
terms of entry could be agreed. There were two main issues for 
decision by the Cabinet at this stage. First, on the assumption that 

' the outcome of the final stages of the negotiations was acceptable, did 
Ministers agree that the White Paper should clearly commit the 
Government to a definite statement that the arrangements which had 
been agreed for our entry were satisfactory? Second, did they 
consider that the substantive decision of principle whether Britain 
should join the European Communities should be taken by 
Parliament before the summer recess, or did they judge it preferable 
that the debate on the White Paper before the recess should be 
merely expository and exploratory in character and that the 
substantive decision should be deferred for a subsequent debate in 
the autumn? 

In discussion it was agreed that the White Paper should state the 
Governments view that the arrangements which had been 
negotiated were satisfactory and that there should be an expository 
debate on the White Paper before the summer recess, followed by 
a second debate in the autumn, at the conclusion of which the House 
would be asked to take the substantive decision of principle whether 
Britain should join the European Communities. If the Government 
were asked whether there would be a free vote on the issue in the 
autumn, they should indicate that they would then be putting their 
policy on this matter before the House and asking for its support. 

The C a b i n e t -
Took note, with approval, that the Prime Minister would 
announce in the House of Commons that afternoon, on the 
basis of their discussion, the Governments intentions as 
regards the arrangements for Parliamentary consideration of 
British accession to the European Economic Communities. 

SECRET 
*4. The Foreign and Commonwealth Secretary reported that 

significant progress had been made in the most recent of the 
discussions which our emissaries had conducted with officials of the 
Rhodesian regime. He was accordingly arranging for the emissaries 
to visit Salisbury again in the following week. It was too early to 



predict a successful outcome of these exchanges, particularly since 
the crucial question of African advance beyond parity to majority 
rule had not yet been resolved. Nevertheless, it might be possible 
for the Cabinet to consider the outlines of an agreement within the 
next two weeks or so ; and it might then be necessary, for 
Parliamentary and other reasons, to take prompt decisions. Mean
while, no more should be said in public than that contacts with the 
Rhodesian regime were continuing in order to establish whether a 
basis for negotiations could be found. 

The C a b i n e t -
Took note of the statement by the Foreign and Common
wealth Secretary. 

C O N F I D E N T I A L 
5. The Secretary of State for Employment said that his 

Department had been asked to conciliate in a dispute between the 
Independent Television Companies and the Association of 
Cinematograph and Television Technicians (ACTT) about a central 
pay claim. According to the Employers' representatives the ACTT 
were claiming a pay increase of 20 per cent, which, together with 
claims for the incorporation of a cost of living clause in the 
agreement, a reduced working week, longer holidays and other 
improvements, would involve a total increase of 50 per cent in the 
salary bill. The employers had offered a pay increase of 1\ per cent, 
with the possible incorporation of a cost of living clause; and they 
were willing to discuss during the next year revised conditions of 
employment. Officials of his Department were that morning meeting 
representatives of the ACTT; but unless the attitude of the latter 
proved to be different from that which the employers had 
represented, there was unlikely to be scope for conciliation. There 
was therefore some risk that independent television programmes 
might be closed down at short notice; and he would keep his 
colleagues informed. 

-	 The C a b i n e t -
Took note of the statement by the Secretary of State for 
Employment. 

CONFIDENTIAL 
6. The Secretary of State for the Environment said that, as a 

result of previous failures of bridges of the steel box girder type under 
construction, he had appointed in the previous December a technical 
committee under Dr. Merrison of Bristol University, which had now 



produced a report recommending that stricter design rules should be 
applied to bridges of this type. The committee had proposed 
interim rules for this purpose, which were to be published as soon 
as possible. He had also been advised that the 42 bridges of this 
type already in use need not be closed. It had been decided as a 
precaution to carry out certain physical loading tests on 2 bridges! 
about to be opened, as well as a check of the design calculations and! 
physical state of the 42 already in use. These tests would necessarily! 
take some weeks to complete. When the consultants who hail 
designed the two bridges to be physically load-tested were informed! 
of the nature of this test they had advised that the bridges might noil 
withstand the stress involved because the existing regulations! 
governing the strength of the bridge design against shearing had not! 
been fully complied with. This might constitute an admission of!? 
professional negligence on the part of the consultants in question;! 
Since he was advised that there was a slight risk of structural failure! 
if there were an abnormal concentration of traffic on a bridge of this! 
kind he had no option, pending the reappraisal of the design, but tot 
restrict traffic loading. He had therefore ordered the immediate! 
closure of one lane on each carriageway of all such bridges on trun 
roads; and local highway authorities were being advised to apply 
similar restrictions. 

The Press reception of this restriction had been as favourable as! 
could be expected and had recognised the considerations of publicj 
safety involved. When the tests had been completed all possible steps! 
would be taken to minimise the adverse effect upon the reputation 
of British bridge design and construction, both at home and overseas! 
and to emphasise that the steel box girder technique was a sound 
method of construction. 

The Secretary of State for Scotland said that he was taking the] 
necessary steps in relation to bridges in Scotland. 

The C a b i n e t -
Took note of the statements by the Secretary of State for the 
Environment and the Secretary of State for Scotland. 

Cabinet Office, 


17 June, 1971. 
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1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

The Cabinet considered the timing of the exploratory debate on 
the forthcoming White Paper on accession to the European Economic 
Communities (EEC) and its implications for the business remaining 
to be transacted before the Recess. 

The Lord President said that the Opposition had informed the 
Chief Whip that they had it in mind to hold a special Conference of 
the Labour Party on 24 July to consider the issue of accession to the 
EEC, and had asked that the debate should be held in the week 
beginning 26 July (at the end of which week the House of Commons 
might ordinarily expect to rise for the Summer Recess). The debate 
could be held earlier only if the White Paper could be published on 
or about 5 July, as the House would expect adequate time to consider 
it. Little latitude remained in the Parliamentary programme during 
July, and, since allowance should be made both for consideration 
of the White Paper by the Cabinet and for unforeseen contingencies 
affecting Parliamentary business, it might turn out that the debate 
could not in any event be held earlier than in the week beginning 26 
July. But if it took place during that week, it would be necessary for 
the House to sit during the following week to consider the Lord's 
amendments to the Industrial Relations Bill, since on the present 
programme in the House of Lords they would not be ready in time 
for earlier consideration by the Commons. He was not committed 
to an immediate reply to the Opposition, but they were entitled to 
reasonable time in which to alter their arrangements if the 
Government concluded that the debate on the E E C must be held 
earlier than in the week beginning 26 July. There was advantage 
in not deciding at this stage on a programme which involved sitting 
in the first week in August. 

The Prime Minister, summing up the Cabinet's discussion of 
these questions, said that while the Cabinet would need adequate 
time to consider the content of the White Paper, it was desirable, 
in order to maintain the momentum of progress, for it to be published 
as soon as possible after 5 July; but the general view of the Cabinet 
was that, while the options need not be closed at this stage, it was 
unrealistic to suppose that there was any strong probability that the 
debate on accession could be held earlier than the week beginning 
26, July. If the Government^ timetable on the E E C debate suited the 
Opposition, they might be prepared to see more rapid progress made 
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 with the remaining stages of the Industrial Relations Bill in the House 
of Lords, and thus enable the Lords' amendments to be considered in 
the Commons before the end of July. 

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 Chief Whip to be guided accordingly in 
further discussions with the Opposition. 

SECRET 

2. The Foreign and Commonwealth Secretary said that the new 
Prime Minister of Malta, Mr. Dom Mintoff, whose party had been 
returned to power with a majority of only one, had already indicated 
that he intended to make far-reaching changes in Malta's external 
relations. The Governor-General had been provoked into 
resignation; the resident North Atlantic Treaty Organisation 
Commander, Admiral Birindelli, had been declared persona non 
grata; a number of Maltese Ambassadors had been dismissed and an 
offensively worded message had been received from Mr. Mintoff 
saying that unless he was told by 7.00 p.m. that evening that a high
powered delegation would be sent at once to Malta to make ad hoc 
arrangements pending revision of the Financial and Defence 
Agreements, the Malta Government would draw its own conclusions. 

The Minister of State for Defence Procurement said that, as now 
planned, the replacement of the infantry battalion in Malta would 
take place in July, the advance party of the Royal Marines 
Commando Group which would replace it was due to arrive on the 
island on 28 June and the main body on 19 July, both with families. \ 

In discussion it was pointed out that it was open to Mr. Mintoff 
to ask for changes in the Agreements to be negotiated; but by his 
actions and by asking for ad hoc arrangements to be made forthwith 
he had put himself in breach of the Agreements. Our position would 
be unassailable in law so long as we indicated that we intended to 
adhere to the Agreements: if Mr. Mintoff wished to change them, he 
must make proposals. We had given Malta most favourable financial 
support; our military expenditure there amounted to some £17 
million per annum and about £13^ million was still available under 
the Financial Assistance Agreement. These monies would be lost 
to Mr. Mintoff if he abrogated the Agreements; at the same time 
we should probably have to face the loss of about £9 million due in 
debt repayments to us. The prime defence consideration was our 



interest in ensuring that Malta's facilities were denied to the 
Russians; there was an obvious risk that if we were obliged to 
withdraw completely the Soviet Government would seek to replace 
us, although Mr. Mintoff had said he did not wish this to happen 
and the considerable influence of the Church in Malta would no 
doubt be used to oppose it. Our interests would best be served by 
replying to Mr. Mintoffs message firmly but politely and not in such 
a way as to force him to say that he had abrogated the Agreements; 
a further consideration was that our NATO allies, including the 
Americans, would expect us to do what we could to protect their 
interests. 

The Prime Minister, summing up the discussion, said that a 
message should be sent to Mr. Mintoff saying that for our part we 
proposed to adhere to the Agreements we had signed with the 
previous Malta Government. We understood that he wished for 
some changes to be made and we had therefore instructed our High 
Commissioner to return to London immediately in order that these 
might be discussed with h im; we hoped that Mr. Mintoff would 
explain to Sir Duncan Watson before he left exactly what changes 
he wished to propose; these proposals would have our urgent and 
serious attention. We should not for the time being offer to send 
out a Minister. There would be advantage in letting the Press know 
how we were handling the affair. The plans for the travel of the 
advance party, at least, of the Commando group should be allowed 
to stand, although it might become necessary to delay the arrival in 
Malta of the main body; and plans should be made on a contingency 
basis for a situation in which these troops had to be sent elsewhere 
and the remaining troops withdrawn from Malta, with corresponding 
arrangements for their families. 

The C a b i n e t -
CD Took note, with approval, of the Prime Minister^ summing 

up of their discussion. 

(2) Invited the Foreign and Commonwealth Secretary to send a 
message to Mr. Mintoff on the lines indicated by the 
Prime Minister in his summing up. 

(3) Invited the	 Minister of State for Defence Procurement to 
proceed as indicated by the Prime Minister in his 
summing up. 

136611-3 	 B* 2 
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*The Foreign and Commonwealth Secretary informed the; 
Cabinet of the circumstances in which he had asked for the; 
withdrawal of two members of the Soviet Mission in London who; 
were actively engaged in espionage; in retaliation the Soviet 
Government had asked for the withdrawal of two members of the 
staff of our Embassy in Moscow. These were the latest in a long 
series of incidents of this kind; the Soviet Government were known 
to maintain a very large number of intelligence officers in their 
Embassy and Trade Mission in London and the time was coming 
when some more drastic action might need to be taken against these 
people, who did us considerable harm. He had raised the question 
with the Soviet Foreign Minister, Mr. Gromyko, some months ago, 
but without result. He was now consulting the Home Secretary 
about possible courses of action in London and would be reporting 
further to his colleagues on the matter. In recommending action 
account would be taken of the need not to disturb Anglo-Soviet 
relations too seriously at a time when there was a prospect of making 
progress on the conclusion of an agreement on Berlin. 

The C a b i n e t -
Took note of the statement by the Foreign and 
Commonwealth Secretary. 

SECRET 

3. The Prime Minister said that he and his colleagues wished 
to congratulate the Chancellor of the Duchy of Lancaster most 
warmly on the results achieved at the decisive meeting in Luxembourg 
on 22-23 June. 

The Chancellor of the Duchy of Lancaster said that, subject to 
some minor problems remaining to be settled at Deputies' level, 
satisfactory arrangements had now been negotiated for United 
Kingdom accession to the European Coal and Steel Community 
(ECSC). He had agreed that the United Kingdom should pay 57 
million units of account (approximately £24 million) in three equal 
annual instalments into the accrued reserve funds of the ECSC. The 
Ministerial Committee on the Approach to Europe had agreed that 
this sum was very reasonable—substantially less than the sum which 
the Government had been advised by a British firm of accountants 
they could reasonably be asked to pay. The money would be 
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deposited in the United Kingdom and most, if not all of it, would 
be spent in this country. Agreement had also been reached that the 
United Kingdom would have the same representation in the 
institutions of the Community as Germany and France. The voting 
arrangements which we had accepted would provide the four 
applicant States with a sufficient number of votes between them to 
block any proposal which required a qualified majority. 

 The Chancellor of the Duchy of Lancaster, continuing, said that 
New Zealand dairy products and the United Kingdom contribution 
to Community finance had been considered together. On New 
Zealand dairy products the first proposal from the Community was 
a substantial improvement on anything which the French 
Government had previously been prepared to offer but was 
unacceptable. He had then worked out with Mr. Marshall, the 
Deputy Prime Minister of New Zealand, counter proposals which 
had been put to the Six. The eventual settlement followed very 
closely these proposals. It provided guaranteed access in the fifth 
year after United Kingdom entry for 80 per cent of New Zealand 
butter quotas before entry and for 20 per cent of existing trade for 
cheese. The guarantee for butter and cheese in the fifth year would 
correspond to 71 per cent of the milk equivalent of New Zealand's 
butter and cheese trade in the United Kingdom market before entry. 
Although the guarantee under these arrangements for cheese was very 
much less than for butter this was acceptable to the New Zealand 
Government which rightly expected to be able to continue to sell 
New Zealand cheese in the United Kingdom in quantities 
substantially in excess of the quantities guaranteed. There would 
be a review of the position during the third year after United 
Kingdom entry in which the New Zealand situation would be studied 
in the light of criteria to which the New Zealand Government had 
attached importance. In the light of this review the Community 
would decide on suitable measures to ensure continuation after 1977 
of special arrangements for New Zealand butter and cheese. The 
Community had made it clear that the detailed arrangements after 
1977 would, in accordance with normal Community practice, have 
to be decided unanimously by all the members of the Community. 
However, the need for unanimity had not been referred to in the 
text of the New Zealand solution but would be recorded in the 
proces verbal of the conference. Mr. Marshall had expressed himself 
as satisfied with the above aspects of the agreement but objected to 
the further proposal that the guaranteed price at which these sales 
would be made after United Kingdom entry were to be based on 
average prices for New Zealand dairy produce in the United 
Kingdom market during the period 1969 to 1972. It proved 



impossible to secure any improvement on this latter point and, i 

indeed, on the basis of the present exceptionally high prices for j 

New Zealand butter which were expected to continue for some time j 

it had been estimated that New Zealand export earnings in the \ 


shortage of butter continued New Zealand could expect to export at \ 


United Kingdom market in 1973 and in 1974 would be substantially i 

in excess of their earnings here in the year just ended. If a world i 


above the prices guaranteed by the enlarged Community; on the 1 

other hand if conditions of world surplus returned she was being 1 

offered a minimum guaranteed price, generous in relation to past 1 

experience, for guaranteed access for substantial quantities of butter 1 


and cheese. I 

J 

On Community finance, the Chancellor of the Duchy of I 


to 18-92 per cent in the fifth year. Thereafter there would be two J 


system in full in the eighth year after entry. It would be recalled J 


that last December he had proposed to the Community that wef 


21-5 per cent in the first year rising more gradually). Our ne t ! 


with the estimate he had given last December that 3 per cent rising J 


future size of the Community budget had been significantly reduced! 


in the light of more recent estimates, the disappearance of a large! 


part of the Community's agricultural surpluses and the maintenance! 


of farm prices almost unchanged for the last four years. The cost! 


of our contribution was small in relation to the resources which/i 


of entry were to accelerate from, say, 3 to 3% per cent a year. Asm 


regards the interim period between United Kingdom signature ofm 


a treaty of accession and membership, agreement had been reached!! 


on provisions for full consultation about any new Community rules J 


or regulations under consideration. On hill farming, we had secured!! 


an understanding with the Community which would enable thel! 


Government to give an assurance that we would be able to continues 


our present arrangements for assistance to hill farming, alwaysjl 


Lancaster had agreed to a United Kingdom contribution of 8-64 I 


per cent of the Community budget in the first year of entry, rising 1 


further years in which our financial contribution would continue 1 


to be limited before we were required to adopt the ressources propres 1 


should pay 3 per cent in the first year rising to 15 per cent in the I 


fifth. At that time the Commission were suggesting a first year 1 


contribution of 15 per cent rising to 25 per cent (or, as an alternative, 1 


contribution, after allowing for expected receipts, could be expected 1 


to amount to approximately £100 million in the first year of I 


membership rising to £200 million in the fifth year. This compared i 


to 15 per cent would cost us £30 million net rising to £180 million. 1 


The difference in the last year was small because the forecasts of the 1 


would be generated if our rate of growth over the first five yearn I 




assuming that the British Government wished to continue to provide 
this assistance in its present form. Unfortunately, it had not proved 
possible in the time available to reach an agreement on an 
amendment to the common fisheries policy. Accordingly it had been 
agreed with the Community that negotiations about this would take 
place at a meeting between the Six and the four applicants together 
on 12 July. He hoped this would enable a satisfactory solution to 
be found before the forthcoming White Paper was debated in the 
House of Commons. Meanwhile he would continue to make it clear 
that the United Kingdom considered it necessary to modify the 
common fisheries policy so as to protect the British six-mile limit. 

In a brief discussion there was general agreement that the 
Chancellor of the Duchy of Lancaster had succeeded in negotiating 
most satisfactory terms. It was urged that the Government should 
commend the arrangements as satisfactory and should not take a 
defensive line, for example, that we had done the best that could 
have been expected for New Zealand. Criticism could be expected 
of the lack of any special arrangements for Australia but in rebuttal 
attention should be drawn to the general safeguard clause in the 
agricultural transitional arrangements which would safeguard 
Australia and other third country suppliers if these arrangements 
led to or threatened serious disruption of their trade. As regards 
Community finance, it would be important to consider carefully the 
presentation in the White Paper of our contribution in the first year 
or two of membership. The Government could make it clear that 
they had accepted the need to make a rather larger first year 
contribution than otherwise in order to secure satisfactory terms for 
New Zealand. In his Parliamentary statement that afternoon the 
Chancellor of the Duchy of Lancaster would be obliged to give 
figures of the estimated cost of our contribution to Community 
finance but should explain that any overall economic assessment 
including an assessment of other costs of entry must wait on the 
publication of the forthcoming White Paper. We could defend the 
absence of an agreement on fisheries policy by the fact that the final 
arrangements were dependent on the interests of the other three 
applicants for membership as well as of the United Kingdom; an 
attempt would accordingly be made to settle the problem at a 
meeting of the Ten on 12 July. 

The Cabinet— 

Took note, with approval, of the statement by the 
Chancellor of the Duchy of Lancaster. 
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Public 4. The Cabinet had before them memoranda by the Chancellor 
Expenditure of the Exchequer o n public expenditure to 1975-76 (CP (71) 68 and 
Education 	 73) and other memoranda dealing with expenditure on the health and 

personal services, legal advice and assistance; the educational 
building programmes for the years 1973-74 to 1975-76, and voluntary 
social service (CP (71) 69 to 72). 

The Prime Minister said that the Secretary of State for 
Education and Science sought an early decision on the proposals in 
her memorandum CP (71) 71, to enable her to announce the sizeli 
of the primary schools improvements programme for 1973-74 at, 
the conference of the Association of Education Committees onj 

' i 25 June . The Cabinet should therefore consider that memorandunj 
first. Since the Cabinet could not complete their consideration thai 
day of the memorandum by the Chancellor of the ExchequerJ 
(CP (71) 68) about public expenditure to 1975-76 discussion of i l 
should be deferred to the following week. 

The Secretary of State for Education and Science said that thel 
1971 Report of the Public Expenditure Survey Committee (PESCI 
recorded that the agreed school building programme for England! 
in 1972-73 included starts of £40-1 million for the replacement andlj 
improvement of old schools, but that thereafter the replacement and ^ 
improvement element was restricted to £11-3 million in each yearjj 
The higher figure for the 1972-73 programme represented Jg 
redeployment of only £28 million out of the savings of £102 million.',': 
which had been realised from the education budget last year. N d  
increase had been allowed for 1973-74 and subsequent years, although! 
the savings which had been achieved by increasing school meal'1': 
charges and further education fees and curtailing the scope of free] 

school milk were of a continuing nature. The scale of the problem 
of replacing old primary schools was formidable, and to mainlain 
the momentum and satisfy undertakings given at the time of the last; 
Election she considered that additional starts of £34 million should: 
be added for each of the three years 1973-74 to 1975-76. This would) 
generate expenditure of £96 million during the period covered by the" 
1971 PESC survey. The Secretaries of State for Scotland and fotj 

Wales were seeking corresponding increases, costing £11-8 million an! 
£9 million respectively during the survey period. To facilitate the; 
adoption of these proposals she was prepared to restrict the planned 
growth of university education by a t least 20,000 student places nj 
1976-77, with some accompanying reduction in postgraduate places'; 
producing a total saving o f £105 million during the survey period; 
This might however lead to additional demands on further education; 



costing £10 million, and she also wished to improve standards for 
polytechnics and colleges of further education, at a total (Great 
Britain) cost of £22 - 8 million. In sum, she was asking the Cabinet to 
agree that the proposed savings of £105 million on university 
expenditure should be used first to provide starts of £45-2 million 
for primary school improvements in England in 1973-74, 
corresponding expenditure in Scotland and Wales, and the proposed 
additional expenditure on further education; and that the balance of 
the savings should be augmented by £44-3 million to enable the same 
level of starts for primary school improvements to be sustained in 
1974-75 and 1975-76. 

In discussion, it was argued that when reductions had been made 
in public expenditure last year, it had been stressed that while 
charges would be increased, this would make possible improvements 
in social programmes such as hospitals and schools. The methods 
that had been adopted to achieve savings in the education budget 
were exposing the Government to considerable criticism, which 
might well be increased when an announcement was made about the 
lower take-up of school meals. Such criticism could only be 
satisfactorily answered by pointing to a substantial and continuing 
programme of improvement in primary schools. On the other hand, 
the purpose of the 1970 public expenditure decisions had been to 
obtain an overall reduction in public expenditure to enable taxation 
to be reduced: this purpose would be frustrated if all of the savings 
realised were made available to Departments to finance additional 
expenditure. Planned expenditure on education was still rising faster 
than public expenditure as a whole. The memorandum which had 
been circulated by the Chancellor of the Exchequer (CP (71) 68), 
which the Cabinet would be considering during the main discussion 
on public expenditure, suggested that in the light of the present 
economic prospects any additional public expenditure commitments 
accepted now would need to be balanced by equivalent savings. If 
increased expenditure was authorised of an amount higher than the 
savings at present proposed, the Chancellor would therefore wish to 
seek the co-operation of spending Ministers to find offsetting savings. 
In particular, the possibility of increasing the savings from university 
education should not be excluded, and the proposed additional 
expenditure on further education should also be further examined. 

The Prime Minister, summing up the discussion, said that the 
Cabinet recognised that in order to meet criticism of the decisions 
announced last year, it was necessary to be able to point to a 
continuing programme of primary school improvements to follow up 
the start which had been made for 1972-73. The proposals of the 



Secretary of State for Education and Science in CP (71) 71 would 
however involve a net addition to public expenditure, and the;' 
Chancellor of the Exchequer had indicated that during the Cabinefs 
subsequent discussions he would wish to examine the possibility off 
offsetting this by savings from within the whole field of public! 
expenditure, including the possibility of increasing the amount of the 1 
savings to be found from the universities, and a reconsideration of 1 
the proposed provision for further education. On this understanding, 1 
and having regard to the savings which the Secretary of State was I 
prepared to make on university expenditure, the Cabinet could agree I 
to the proposed increase in the primary school improvements 1 
programme, except that the additional funds mentioned in paragraph I 
10(b) of CP (71) 71 should be reduced from £44-3 million to £40 J 
million. The Secretary of State for Education and Science and the! 
Secretaries of State for Scotland and for Wales should agree with! 
the Chief Secretary, Treasury, revised figures for starts for the years. 
1973-74 to 1975-76, consistent with this modification of their 
proposals. 

The C a b i n e t -
Took note, with approval, of the summing up of theirJf 
discussion by the Prime Minister. 

Cabinet Office, 


24 June, 1971. 
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1. The Home Secretary said that pay negotiations on 22 June 
between the British Steel Corporation (BSC) and the Iron and Steel 
Trades Confederation (ISTC) for an interim increase for workers 
covered by a three-year pay agreement had been adjourned until 
29 June after the ISTC had rejected an offer of £1-50. The BSC 
had represented that they would be unable to secure a settlement 
unless the negotiating limit were increased to £1 - 75-£1 - 80 and that 
a breakdown in the discussions was likely to be followed by industrial 
action. But there could be no assurance that such an increase would 
secure a settlement; and, having regard to the implications for other 
public sector pay negotiations, the Ministerial Steering Committee 
on Pay Negotiations had concluded that it should not be authorised. 
Taken together with holiday improvements worth \  \ per cent in the 
current year, it would have brought the total of the current year's 
pay improvements for steel workers to about 8f per cent, thus 
exceeding the 7^-8^ per cent range which it had been decided should 
be the Governments objective for public sector pay settlements in 
the new round of negotiations. The Committee had therefore 
concluded that the BSC should be asked not to go beyond an offer 
of £1-55 but that they should have discretion to reach a settlement 
at £1-60 if the ISTC were themselves to propose to settle at that level. 
This would be the equivalent of an increase of about 6 - 6 per cent or, 
taken with the holiday improvements, 8 -1 per cent in all. If, however, 
the Government decided to stand firm on this basis, they must be 
prepared to accept the risk of industrial action. In addition, the 
BSC might wish it to be known that they were acting in accordance 
with the Governments instructions and might ask for a formal 
direction in the sense proposed. 

The Secretary of State for Trade and Industry said that a 
breakdown in the negotiations might adversely affect both the BSCS 
finances and the chances of securing the unionS support for the 
proposals for reorganising the steel industry which he had announced 
on the previous day. Nevertheless, he agreed with the Committees 
conclusion. I t appeared that the chairmen of the nationalised 
industries were likely to represent that they were finding increasing 
difficulty in continuing to accept informal Government advice about 
pay negotiations; and they might soon suggest that if the Government 
wished to continue to exercise control over the level of settlements 
they should do so openly. 

The C a b i n e t -

Took note of the statements by the Home Secretary and the 

Secretary of State for Trade and Industry. 

1 3 6 6 1 1 - 4 
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2. The Cabinet considered a memorandum by the Chancellor off 
the Exchequer (CP (71) 68) on public expenditure to 1975-76, 
together with a Note by the Chancellor of the Exchequer (CP (71) 73)1 
t o which was attached the 1971 report of the Public Expenditure! 
Survey Committee (PESC). They also had before them memoranda 
by the Secretary of State for Social Services on the health andI 
personal social services (CP (71) 69); by the Lord Chancellor o i l 
legal advice and assistance (CP (71) 70); by the Secretary of State 
for Education and Science on educational building programmes! 
(CP (71) 71); and by the Lord Privy Seal on voluntary social service1! 
(CP (71) 72). 

The Chancellor of the Exchequer said that the 1971 PESC report! 
presented problems in the short and medium-term on which the"! 
Government now needed to take strategic decisions. The basic! 
problem was to reconcile the proposals for public expenditure with! 
the Governmenfs broader fiscal policies announced during and! 
since the General Election of the previous year. The Governmental 
general objective was to reduce the high levels of taxation; and af 
start had been made in this direction. The decisions taken andjf 
announced in 1970 had reduced the expenditure programmes of the! 
previous Government by net savings amounting to about £300 million 
in 1971-72 and rising to about £1,000 million in 1975-76. These! 
decisions had been incorporated in the 1970 public expenditure White; 
Paper (Cmnd. 4578). Since then unemployment had risen andl 
industry had been working below capacity, and in those circumstances!! 
some additions to expenditure had been agreed. But they had been! 
concentrated as far as possible in the short-term. As a result the! 
costings in the 1971 PESC report, although rising at the same annual! 
rate of 2-6 per cent as those given in Cmnd. 4578, were at a higher; 
level throughout. Further decisions and commitments incurred since! 
the report was prepared, e.g. on regional policy, together with revisedg 
estimates of debt interest and the public expenditure cost of entering 
the European Economic Communities (EEC), had added further 
sums, bringing the increase over the Cmnd. 4578 level to the figures] 
indicated in line 2 of table A of CP (71) 68. The latest assessment 
of the medium-term economic prospect showed that, provided thai 
productive potential continued on the past trend and that the! 
economy was so managed that unemployment could safely be* 
reduced somewhat below the present level, the resources available! 
in the medium-term future should suffice to meet the public 
expenditure requirements, including these extra commitments, tcj 
ensure that the burden of taxation would be no heavier in real term! 
than at present, to maintain a satisfactory balance of payment surplus! 
and to accommodate an adequate level of private investment. There 



were, however, further proposals for additional expenditure, e.g. for 
steel investment, defence, overseas aid, education and health, the 
annual cost of which would rise to £545 million by 1975-76. In 
the case of steel the problem was aggravated by the fact that the exact 
extent of the extra outlay would not be clear until the current enquiry 
was completed later in the year. The report also noted proposals 
for unqua l i f i ed improvements in social security. In the case of 
education, the Cabinet had already, at their last meeting, agreed to an 
increase in the primary school building programme. If the total of 
public expenditure was expanded to any material extent, it would 
not be possible to avoid increasing the real burden of taxation. In 
1971-72 all the claims represented by existing commitments could be 
accommodated solely because the full potential capacity of the 
economy was not being realised. But there was a risk that the 
satisfaction of existing decisions and commitments on public 
expenditure, together with increased pressure of other types of 
demand at the time, might require a reduction in the growth of public 
expenditure in 1973-74, perhaps even in 1972-73; and preparations 
should be made in good time to achieve this. For the period as a 
whole, he proposed that the public expenditure programme should be 
so planned and managed as to conform with the costings tabulated in 
the report, together with the other existing commitments noted in 
CP (71) 68 and the cost of entry into the EEC. This would require 
public expenditure to be held within the expenditure totals specified 
in paragraph 13 (1) of CP (71) 68, ranging from £23,600 million for 
1971-72 to £24,950 million for 1975-76. He suggested that Ministers 
proposing additional expenditure should report to the Cabinet within 
three weeks whether or to what extent they could accommodate the 
cost of their proposals within their own programmes as defined by 
these expenditure totals. When these further reports were available 
the Cabinet should consider instructions to officials to prepare 
proposals for reallocating the annual totals of public expenditure to 
the individual programmes, for consideration by the Cabinet in 
September. 

In discussion it was suggested that it was difficult to take firm 
decisions about public expenditure limits without a clearer indication 
of the likely growth of resources available to finance the expenditure. 
Moreover, public opinion tended to judge the severity of taxation in 
terms of tax rates rather than the real burden. If revenue increased 
as a result of the buoyancy of the tax system, it was arguable that , 
even if it was right for the greater part of this additional yield to be 
used to reduce tax rates, some portion of it might be regarded as 
available to finance further developments of high priority in the social 
services. On the other hand, although any forward economic 
assessment was open to a considerable margin of error, the effective 
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control of public expenditure required some overall annual limits to 
be defined as a policy aim, against which the Cabinet could decide 
what action should be taken on individual proposals. Overall 
increases had in fact been conceded since the publication of similar 
limits in Cmnd. 4578. If, however, further increases were made now, 
the economic assessment indicated that this would entail an increase 
in the real burden of taxation, in the sense of the proportion of total 
personal incomes taken in tax. Tax rates needed to be varied to take 
account of inflation; and room must be left for this, particularly in 
the case of the income tax threshold which was already beginning to 
affect quite low incomes. If public expenditure were further 
increased, the Government might subsequently find themselves 
compelled to curtail Departmental programmes abruptly, as had 
proved necessary on earlier occasions; and it was imperative to 
anticipate this situation.. 

In further discussion the following points were made: 

(a) It was arguable that the Government should not subscribe 
to the " rights " issue by British Petroleum (BP) but should leave the 
Company to find finance from the market. To increase the 
Governments stake in the Company now would seem inconsistent 
with the general policy being adopted towards nationalised industries. 
The opportunities open to the Company in Alaska, however, were 
very great; and the Company believed that, if the Government, as 
a 49 per cent shareholder, was not prepared to contribute to a 
" rights " issue, this would affect the willingness of the market to 
subscribe additional funds. The size of the proposed issue had 
already been reduced in discussions between the Government and 
the Company. A Government subscription to the issue would in 
any event have a negligible effect on demand; and it would not 
therefore affect the judgment of the extent to which public 
expenditure on goods and services could be allowed to increase. 

(b) The costs of entry to the EEC indicated in CP (71) 68 were 
estimates of the public expenditure cost of the United Kingdom 
contribution to the E E C budget (net of receipts) and the United i 
Kingdom contribution to the European Investment Bank and the s 
European Coal and Steel Community. Public opinion might find ? 
it difficult, however, to reconcile these figures with the balance of I 
payments costs which would appear in the forthcoming White Paper g 
about our accession to the E E C ; and further consideration should J 
be given to this presentational question. 

. ' ' 

(c) There appeared to be other anomalies in the choice of the j 
items included in the definition of public expenditure. Fo r example, I 
the levies imposed on industry to finance the industrial training boards I 
were similar in effect to taxation; and it was arguable that a J 



Government subscription to a " rights " issue by BP was a capital 
transaction which ought not to be included in the annual accounts. 
On the other hand receipts from, for example, estate duty, which were 
also of a capital nature, were included on the other side of the 
account. It would be desirable to re-examine the whole presentation 
of public expenditure in order to give a clearer and more consistent 
picture to the public. 

(d) It was argued that, in planning public expenditure, account 
should be taken of the possibility that savings might improve in 
response to the Governments general policies. National savings had 
recently shown a significant improvement; and the proposal, in the 
reform of personal taxation, that an initial slice of investment income 
should be exempt from surcharge should also help. If the public 
were prepared to save voluntarily, this was preferable to compulsory 
saving through taxation. On the other hand, the present propensity 
to. save might be partly due to the sense of insecurity engendered by 
rising unemployment; and, if this were so, the tendency might be 
reversed when employment improved. It would be desirable to 
prepare a strong publicity campaign for savings, in preparation for 
such an eventuality. It was important, however, to avoid simply 
promoting one form of savings at the expense of another. 

(e) Some Departments which had put forward additional 
proposals for expenditure felt that the scope for finding offsetting 
savings within the same programme would prove to be very limited. 
In considering the possibility of savings in programmes of other 
Departments, however, account should be taken of the extent to 
which those Departmental Ministers had themselves deliberately 
refrained from putting forward additional proposals, or had made 
savings, in order to keep within the limits previously prescribed. 

(/) With prices rising at their present rate it was probably 
unrealistic to assume that annual upratings of supplementary benefit 
could be avoided. As regards national insurance benefits, it had been 
difficult in 1971 to maintain a full two-year interval between 
upratings; and by the beginning of 1973 there might be considerable 
political pressure to advance the effective date of the 1973 
uprating. This would be particularly significant because of the 
reorganisation of the tax structure at present planned to take effect 
in 1973-74. One of the major difficulties in the past had been the 
long g a p , between the announcement of increases in national 
insurance benefits and their implementation. It would be desirable 
to examine further the possibility of reducing this time-lag. 

i g ) Possible measures for relieving family poverty were at 
present under review. It had previously been agreed that £15 million 
should be made available from the contingency reserve for this 
purpose. 



The Prime Minister, summing up the discussion, said that the 
Cabinet accepted the broad proposition that the overall level of public 
expenditure must remain consistent with the Governments policy 
on taxation and that commitments should not be allowed to increase 
to the point where there was a risk that policy might subsequently 
have to be reversed. The Cabinet accordingly accepted the need 
to define overall annual totals for public expenditure, as set out in 
paragraph 13 (1) of CP (71) 68, provided that these were treated as 
a policy aim. The Cabinet noted that it might be necessary to 
reduce the rates of increase in public expenditure in 1973-74 and 
perhaps in 1972-73, if pressure of demand in the economy became 
excessive; and also that it might be necessary in due course to 
accommodate provision for additional steel investment by reductions 
elsewhere. As a next step the Chancellor of the Exchequer should 
hold bilateral discussions during the next three weeks with the 
Ministers now proposing additional expenditure, in order to establish 
whether or to what extent they could accommodate the cost of their 
proposals within their own programmes. Thereafter he should 
arrange for the outcome of these discussions to be reported to the 
Cabinet, together with any proposals which he might have to make 
in the light of that report for the conduct of the.proposed wider 
review directed to producing further offsetting reductions from other 
programmes. He should also give further consideration to the 
suggestions made in discussion that additional information should 
be placed before the Cabinet about the assumptions concerning the 
growth of gross national product and tax revenue which lay behind 
his general economic assessment; and that the public presentation 
of public expenditure forecasts should be modified to avoid anomalies 
in the treatment of different kinds of expenditure. The Secretary 
of State for Social Services should give further consideration in due 
course to ways of reducing the time-lag between the announcement 
and implementation of changes in social security benefits. 

The C a b i n e t 

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

(2) Agreed,	 subject to the possible need for reconsideration if 
the pressure of demand should become excessive or 
additional expenditure on steel investment had to be 
accommodated, that public expenditure programmes 
should be planned and managed with the aim of 
conforming with the overall annual totals set out in 
paragraph 13 (1) of CP (71) 68. 



(3) Invited the Chancellor of the Exchequer— 

(i) to	 discuss urgently with all Ministers proposing 
additional expenditure whether or to what extent 
such proposals could be accommodated by savings 
within their own respective programmes and to 
report the outcome of these discussions to the 
Cabinet; 

(ii) to	 circulate to the Cabinet, in the light of the 
discussions referred to in (i) above, his proposals 
for the conduct of the proposed wider review 
directed to finding further offsetting savings from 
public expenditure programmes as a whole. 

The Lord Privy Seal said that in their Election Manifesto the 
Government had recognised the importance of voluntary social 
service and had pledged themselves to its active support. A group 
of Ministers from the Departments concerned under his chairmanship 
had considered means of fulfilling this pledge. The matter had also 
been considered by the Committee on Social Services, who had 
agreed that the Government should give positive encouragement to 
voluntary social service. Direct grants paid to voluntary associations 
had amounted in the previous year to some £2-6 million, exclusive 
of capital expenditure in connection with the Youth Service; and 
further expenditure was incurred through local authorities and the 
National Health Service. Direct grant expenditure was planned to 
rise by about £1 million a year by 1975-76; but this was not a 
sufficiently positive commitment to justify a claim that the 
Government had redeemed their pledges and had recognised the 
needs and opportunities in the field of voluntary social service. This 
would require both improved organisation and more generous 
financial provision. In CP (71) 72 he therefore proposed that the 
Cabinet should allocate a total of £4 million over the years 1972-73 
to 1975-76 for projects to promote the purposes of voluntary social 
service, leading to an annual addition of about £ 1 ^ million to planned 
Government expenditure by the end of the quinquennium. The 
detailed allocation of the expenditure to objectives and Departmental 
expenditure programmes had still to be worked out. The Manifesto 
had also committed the Government to encourage the flow of private 
funds to charities, including voluntary social service; and he hoped 
that the Chancellor of the Exchequer would soon feel able to offer 
some improvement in tax arrangements for voluntary bodies, who 
needed to have resources of their own as well as help from public 
funds. 

In discussion there was general agreement that the proposed 
commitment of an additional £4 million in support of voluntary 



social service merited sympathetic examination. The encouragement 
of voluntary service and community self-help was in full accord with 
the Government^ philosophy. The sums involved were relatively 
modest; but they could yield benefits greater than their size might 
suggest and could be of considerable political advantage in terms of 
the Governments wider policies. The promotion of voluntary effort 
also offered a means of helping to satisfy public expectations of a 
steadily rising standard of social services, which otherwise could be 
met only at an unacceptable cost to the taxpayer. A considerable" 
amount of support, however, was already given to voluntary 
organisations from public funds; and it would be undesirable to 
raise hopes that these contributions would be increased beyond the; 
amount which the Government was prepared to make available. Inj 
order to reach a judgment on priority needs and on the most effective? 
method of meeting them, specific proposals for deploying thjt 
additional funds would need to be worked out in conjunction with! 
the Departmental Ministers concerned with different aspects oil 
voluntary social service, who would need to be satisfied, in relation;! 
to their own objectives, of the merits of diverting these extra! 
resources into voluntary social service and to consider how far thel 
sums in question could be met from provision already planned undeiT 
their respective public expenditure programmes. This should be donej 
urgently, in order that any decision to provide increased support tbj 
voluntary social service might, if possible, be announced in the course;! 
of July. 1 

1 
The C a b i n e t  J 
(4) Invited the Lord Privy Seal, in consultation with the] 

Departmental Ministers concerned with different aspect! 
of voluntary social service and the Chief Secretary 
Treasury, to prepare detailed proposals for additional 
expenditure of £4 million in support of voluntary social 
service over the period 1972-73 to 1975-76 and to mall 
an early report to the Cabinet indicating the extent tj 
which the Ministers concerned were prepared to me 
their shares within their existing public expendituf 
programmes, and suggesting the terms in which such a 
increase, if then approved, might be announced. ' 

Cabinet Office, 

30 June, 1971. 
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Parliamentary 
Affairs 

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 agreed with 
his proposal that the debate on the forthcoming White Paper on 
our accession to the European Economic Communities (EEC) should 
be arranged for 21 to 26 July and that the Lords ' amendments to 
the Industrial Relations Bill should be considered from 27 to 29 July. 
On that basis it should be possible for the House of Commons to 
rise for the Recess on 30 July. 

The Cabinet— 
(1) Took note of the Lord President of the Councils statement. 

The Cabinet considered the business remaining to be transacted 
in the House of Lords before the Recess. 

The Prime Minister, summing up a short discussion, said that 
the House of Lords seemed likely to have to sit during the first week 
of August. The most appropriate time for the Lords' debate on the 
EEC, which was likely to have a favourable public impact, would 
be during consideration by the Commons of the Lords' amendments 
to the Industrial Relations Bill. Every effort should continue to be 
made to reduce to the minimum Government amendments to that 
Bill. A Motion on Rhodesia by Lord Salisbury might provoke an 
inopportune debate during the next few weeks; and the Foreign 
and Commonwealth Secretary should consider how its discussion 
might most conveniently be deferred. 

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

up of their discussion and invited the Foreign and 
Commonwealth Secretary and the Lord Privy Seal to be 
guided accordingly. 

CONFIDENTIAL 
2. The Secretary of State for Trade and Industry said that 

there had been a successful outcome of the British Steel 
Corporation^ resumed negotiations with the Iron and Steel Trades 
Confederation (ISTC), on the basis determined by the Ministerial 
Steering Committee on Pay Negotiations and approved by the 
Cabinet. The settlement provided for a fiat rate increase of £1-60 
a week for all ISTC members from 1 July, within the terms of the 
existing three-year agreement, which would run its course until 
June, 1972, It would be desirable, however, to avoid presenting the 
settlement as an increase over and above the existing wage 
agreement. The National Union of Blastfurnacemen might be 
reluctant to settle at this level but would now find it more difficult 
to resist. 
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Nationalised 
Industry Wage 
Increases 

Pay of the 
Scientific 
Civil 
Service 

Private Sector 
Wage 
Increases 

Oversea 
Affairs 

Malta 
Previous 
Reference: 
CM (71) 33rd 
Conclusions, 
Minute 2 

The Chancellor of the Exchequer said that, together with other 
Ministers, he had had a satisfactory discussion of wages policy with 
the Chairmen of the nationalised industries. They understood the 
problems facing the Government in relation to wages and prices 
and were anxious to co-operate in combating inflation. They had 
accepted the strategy of limiting wage increases in the public sector 
for the remainder of the year to 1\ to %\ per cent, although they 
did not wish the Government to give any public indication that the 
nationalised industries would be operating under specific guidance 
in this respect. They foresaw difficulty in achieving settlements at 
levels below the current rate of increase in the cost of living; and 
they attached importance to the Government^ efforts to persuade 
the Industrial Civil Service (ICS) to settle at the level of the offer 
now authorised. Thereafter it might be helpful if the Government 
could find some occasion to make a public statement, to which the 
nationalised industries in common with other employers could refer, 
about the limits which considerations of the national interest imposed 
on the settlement of wage claims. 

The Lord Privy Seal said that it seemed likely that, after his 
meeting with the Institution of Professional Civil Servants (IPCS) 
earlier that day on the pay of scientific and related classes of the 
Civil Service, the IPCS would elect to go to arbitration. This would 
be on the basis of an open offer of 2\ per cent on the overall wage 
bill. 

The Minister of Agriculture said that excessive wage settlements I 
were still being reached in the private sector, notably a 20 per cent I 
increase awarded by brewers in the North-West. He had met 1 
representatives of the brewers and had made clear to them the % 
Governmenfs attitude to pay awards which aggravated the 1 
inflationary pressure. I 

The Cabinet— 

Took note of these statements. 

SECRET I 
H 

3. The Foreign and Commonwealth Secretary informed the l 
Cabinet that there were some signs that the new Prime Minister of I 
Malta, Mr. Mintoff, might be prepared to adopt a more moderate w 
approach to the question of the future relationship between Malta 1 
and the United Kingdom than his initial utterances had implied, m 
The United States Government had indicated that they might bell 
prepared to provide additional work in the dockyard by orders forjl 
ship repairs, e tc; and this should help to ease the situation further, a 

1 



Pakistan 
Previous 
Reference: 
CM (71) 32nd 
Conclusions, 
Minute 2 

The Foreign and Commonwealth Secretary said that he had 
discussed the position of the refugees from East Pakistan with the 
United Nations High Commissioner for Refugees, Prince Sadruddin. 
The High Commissioner had painted a gloomy picture of the 
situation; and the only suggestion which he had been able to make 
was that 50 United Nations representatives should be stationed 
between East Pakistan and West Bengal in order to help to create 
the atmosphere of renewed confidence which was essential if the 
refugees were to be encouraged to return to East Pakistan. This, 
however, would require the co-operation of the Indian Government; 
and their present attitude in relation to e.g. the management of the 
relief supplies which had been sent to the area made it doubtful 
whether they would be prepared to collaborate in giving effect to a 
proposal of this kind. 

The Prime Minister said that the recent visit of the Italian 
Prime Minister and Foreign Minister to the United Kingdom had 
been an unqualified success. Signor Colombo's public statements, 
particularly at a luncheon at the Mansion House on the previous 
day, had been helpful; and in private discussions he and Signor 
Moro had displayed a commendably robust attitude on the problems 
of East-West relations, European security and the position in the 
Mediterranean, despite their understandable anxiety about 
developments in Malta. After a discussion with Members of 
Parliament about British accession to the European Economic 
Communities (EEC) Signor Colombo had expressed some surprise 
about the extent to which they appeared to be ill-informed about 
the EEC and to apprehend only imperfectly its purposes and methods 
of work. This confirmed that the Government would have to make 
a considerable effort to inform and educate public opinion about 
the Communities if they were to mobilise adequate support for our 
accession. 

CONFIDENTIAL 
4. The Cabinet considered a memorandum by the Secretary of 

State for Social Services (CP (71) 75), to which was annexed a draft 
White Paper on proposed changes in the National Insurance 
scheme. 

The Secretary of State for Social Services said that the Home 
and Social Affairs Committee had approved the text of the draft 
White Paper for submission to the Cabinet. If the Cabinet agreed, 
he proposed that it should be published on 13 July. Its publication 
would promote a desirable increase in the number of new 
occupational pensions schemes; and the insurance interests generally 
were likely to welcome the proposals. They should prove equally 
acceptable to the Confederation of British Industry; but an 
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unfavourable reaction must be expected from the Trades Union 
Congress. The features of the scheme which might excite particular 
comment were as follows. First, as regards the level of j 
contributions, average wage-earners would from September, 1971, 
be paying about the same by way of flat-rate and graduated j 
contributions as they would eventually have to pay by way of j 
earnings-related contributions when the new scheme began. The i 
lower-paid would be paying less in 1975 than they did now. The j 
higher-paid would in general have to pay more ; and the upper limit I 
of earnings on which contributions were payable would have to be 
raised from time to time. The 1971 and 1973 pension upratings 
provided staging points for the increases; and these would be used 
in order to bring people as near as possible to the contribution 
levels of the new scheme before its introduction. Second, as 
regards the self-employed, it had been found necessary to impose 
a 5 per cent surcharge on Schedule D earnings in addition to the 
fiat-rate contribution. The surcharge would be unpopular ; but it 
was needed in order to ensure substantial parity of contribution 
with employed persons. Third, it was necessary to provide that 
members of contributory occupational pension schemes should not 
be entitled to a refund of contributions as an alternative to a 
deferred pension in respect of a period of service of five years or 
more after the appointed day. This might be criticised as a 
restriction of choice; but it would be wrong to allow pension rights 
earned after the legislation had come into force to continue to be 
sold away, with the risk that recourse to supplementary benefit 
would be increased as a result. Finally, as regards the reserve fund, 
he had hoped to divide the management of its investment among a 
number of agencies; but the advice which he had received was? 
strongly against that course. The protection against possible 
misuse of the fund would therefore rest on a statutory requirement! 
to conduct investment in the interests of the beneficiaries of the j 
reserve scheme, coupled with a limitation on the voting equity! 
which could be held in any one company. 

In discussion the following main points were made— 

(a) While it might be imprudent to reject the advice that thej 
management of the reserve fund could not be divided among fivl 
agencies, its management as one unit would be liable to give it ail 
undue dominance in the market. Moreover, there might appear! 
to be an inconsistency between a requirement to manage! 
investment in the interest of the beneficiaries, which implied an activl 
role, and the limitation on equity holdings, which connoted a morj 
passive one. 

(b) It was probable that the proposal not to allow refunds 
contributions in occupational pension schemes, together with thj 



provision permitting the forfeiture of pension rights in such schemes 
(referred to in paragraph 20 of Appendix 2 to the draft White 
Paper), would be strongly opposed by certain of the Government^ 
supporters in the House of Commons. While the former must be 
accepted as a necessary element in the scheme, the latter deserved 
reconsideration. 

(c) It might be possible fractionally to reduce the 5 per cent 
surcharge on Schedule D earnings for the self-employed if pressure 
for a reduction developed. 

(d) When the detailed structure of short-term benefits was 
examined, the savings in manpower which would be achieved by 
departing from a system involving both a flat-rate and an earnings
related element should be borne in mind. 

In further discussion it was suggested that the advantages of 
promoting a more rapid development of occupational pension 
schemes and of enabling the independent pension interests to plan 
on a foundation of reasonable certainty might be as well secured 
by publishing the White Paper in September as by publishing it in 
mid-July. It would be desirable to avoid public discussion in July 
of major issues of policy which were not of pressing current 
significance and might distract attention from more immediate 
issues, such as our accession t o the European Economic 
Communities. 

The Prime Minister, summing up the discussion, said that, 
although the proposals for the management of the reserve fund 
might give rise to some criticism, the Cabinet agreed that they 
represented the most effective safeguards which could be devised. 
The draft White Paper was therefore approved, subject t o 
reconsideration by the Secretary of State of the provision 
permitting forfeiture of pension rights in occupational schemes. If 
pressure developed for a reduction in the 5 per cent surcharge on 
Schedule D earnings for the self-employed, the Secretary of State 
should consider, in consultation with the Chancellor of the 
Exchequer, whether the rate of surcharge could be marginally 
reduced. The timing of the publication should be decided by the 
Secretary of State in consultation with the Lord President and in the 
light of the points made in the Cabinefs discussion. 

The C a b i n e t 
(1) Subject to the points made in the Prime Ministers	 summing 

up, approved the White Paper annexed to CP (71) 75 
and the preparation of the necessary legislation for 
introduction in the 1972-73 Session. 

(2) Invited the Secretary	 of State for Social Services to decide 
the timing of publication of the White Paper in 
consultation with the Lord President of the Council. 



Reconstruction 
of the 
National 
Insurance ;j 
Scheme— 
Short-term 
Benefits 

Advance 
Changes 
in Earnings-
Related 
Supplement 

CONFIDENTlf 
5. The Cabinet considered a memorandum (CP (71) 74) by I 

Secretary of State for Social Services on advance changes in $ 
Earnings-Related Supplement (ERS) to short-term benefits. 

The Secretary of State for Social Services said that entitleme: 
to ERS was based on earnings taxed through PAYE and that 
present earnings in a tax year governed the amount of ERS for trl 
ensuing benefit year, which started in May. The procedure fag 
assessing ERS involved either asking the claimant to produce til 
annual certificate of pay and tax deducted or sending an inquifj 
form to his employer. Under the proposed arrangements for Wm 
reconstruction of the National Insurance scheme earning! 
information would be obtained from his Departments central 
records, which were held on a computer. This information had nofl 
hitherto been accessible in a form in which it could be usedl 
extensively for ERS without excessive staff costs; but computer! 
capacity now available made it possible to use it for ERS purpose! 
from January, 1973, without waiting for the introduction of thejl 
reconstructed scheme in April, 1975. The use of the central records! 
for this purpose, however, would involve deferring the start of the! 
ERS benefit year from May to the following January in order toj 
enable each employees earnings for the tax year ending in thej 
previous April to be fully recorded. As a result the amount o l 
ERS would be based in many cases on an earlier tax year than a i l 
present and would therefore tend to be smaller. The change woulda 
also entail the deferment from May, 1973, to January, 1974 of tiheji 
implementation of the modification of ERS in the current National! 
Insurance Bill, with the result that higher earners would have to wait! 
eight months longer before becoming eligible for their extra ERS.;i 
Some opposition to the change was therefore to be expected. Oriji 
the other hand the new system would make possible a saving offl 
350 personnel from January, 1973, after a small initial increase of i 
staff for the preparatory work required; and it would provide both! 
a more efficient service to the public and a relief for employers fronrl 
dealing with enquiries. The Home and Social Affairs Committee! 
had concluded that it would be right to make the change proposed;! 
but, in view of the opposition which it might engender, they had! 
invited him to refer it to the Cabinet. The change would be madeff 
in regulations, which would have to be submitted to the National! 
Insurance Advisory Committee. He proposed to make this reference! 
at the end of September and to make his proposals publicly known! 
at the same time. 

. The C a b i n e t - j 
Approved the advance changes in Earnings-Related 1 
Supplement proposed in CP (71) 74, on the understanding! 

1 



that the Secretary of State for Social Services would 
submit them to the National Insurance Advisory 
Committee at the end of September and would make them 
publicly known at the same time. 

CONFIDENTIAL 
6. The Cabinet considered a memorandum by the Lord Privy 

Seal (CP (71) 77) on non-industrial manpower in the Civil Service. 

: The Lord Privy Seal said that in April the Cabinet had endorsed 
the political importance of reducing the size of the Civil Service, to 
which the Government were committed, and had agreed that there 
was practical scope for such a reduction. There was now growing 
concern among the Governments supporters that the commitment 
should be met. The number of non-industrial civil servants on 
1 June was 500,400 as against 496,000 in July, 1970; and the 
estimates foreshadowed a further rise to 510,000 by April, 1972, and 
530,000 by 1975. In order to reverse this tendency it was essential 
to take both short-term and longer-term measures; and it was also 
desirable to improve the public presentation of staff numbers. 
Halting the present rise would win time for more radical measures; 
and the first requirement, therefore, was a reduction in the total 
Civil Service non-industrial staff estimates for 1 April, 1972, by a 
minimum of 1+ per cent. It would be necessary, however, to make 
exceptions for Departments which were hard-pressed by increases 
in work which had not been foreseen at the beginning of the year 
and to compensate for these exceptions by seeking reductions greater 
than 1^ per cent from other Departments. He therefore proposed 
a once-for-all reduction of 2 per cent in the manpower estimates of 
all Departments, other than the few in exceptional difficulties, on the 
basis that Ministers who were able to accept a larger reduction 
should do so. He would then negotiate with Ministers individually 
the relaxations required to deal with exceptional cases. In order to 
forestall criticism from the Staff Side it would be necessary to make 
it clear that existing staff numbers were being reduced not by 
arbitrary action but as a result of a contraction in Departmental 
activities. 

In the longer term it would be necessary to eliminate or to 
reduce Departmental functions on a more significant scale and to 
identify those which could properly be " hived off ". The review of 
functions initiated by the Prime Minister had so far yielded savings 
in staff numbers which were smaller than the increases required for 
new tasks; but proposals currently under consideration for " hiving 
off " could result in significant reductions. It would be necessary 
to decide before the end of the year whether these measures would 
permit a significant net reduction in numbers or whether a controlled 



 I 

rise during the remainder of the present Parliament was inevitable. 1 
Whatever decision was taken about the level of future requirements j 
the system of presentation of Civil Service manpower statistics must I 
be improved; and clearer definitions and criteria must be established, ij 
He would make proposals for a new system of presentation later in 1 
the year. 

I 
, 

In discussion the following main points were made— 

(a) Although discussions with certain Ministers had indicated \ 
a general confidence that the target of restricting numbers to about j 
500,000 by April, 1972, could be achieved, it was not clear that the j 
basis on which the estimates for individual Departments in the 
Annex to CP (71) 77 had been calculated took sufficient account of 1 
the individual understandings which had been reached during those I 
discussions. On the other hand, if a global reduction of \ \ per 
cent was to be achieved by April, it would be necessary to base this I 
upon a 2 per cent reduction in Departments ' estimates. 

I 
'2 

(b) Arbitrary reductions would be liable to impair efficiency and I 
good management. For example, the replacement of military by I 
civilian staff and the implementation of the recommendations of 1 
the Fulton Committee on the Civil Service would be slowed down 1 
in the Ministry of Defence; and in other cases essential services 8 
might have to be discontinued. The reaction of the Staff Side to an 1 
arbitrary 2 per cent reduction would be bound to be adverse. The I 
proposal took no account of the fact that some Departments had I 
already reduced their staffs and would therefore be more severely J 
affected than those which had not. Moreover, a reduction in all I 
Departments at the present juncture would be likely in some cases J 
to put at risk more substantial savings at a later stage. 

1 
(c) It was the function of Departmental Ministers to examine! 

whether staff savings could be achieved by the elimination off 
processes which, though desirable, might not be essential. 

(d) In some cases it was an object of policy to increase staff'J 
such as prison officers; it was not with increases of staff of this type 1 
that the public were concerned. Reductions ought therefore to be] 
sought primarily in headquarters staffs. 

(e) But, although some measure of discrimination of this kind;! 
might be justified in particular cases, there was no substitute for a 1 
percentage reduction of general application as a salutary corrective 1 
of the natural tendency of all staffs to increase over a period of time, p 

(/) Considerable political importance attached to the fulfilment 1 
of the Governmenfs pledge to reduce the size of the public service. 1 



The Prime Minister, summing up the discussion, said that it was 
important that progress should be made with both short-term 
measures to reduce, and longer-term measures to restrain, the size 
of the non-industrial Civil Service. Improvement of the presentation 
of the manpower statistics was equally important. The Lord Privy 
Seal should now initiate further discussions with Departmental 
Ministers about the savings which could be achieved and should 
report back to the Cabinet before the Recess. For this purpose the 
Cabinet agreed that a 2 per cent reduction should be regarded as a 
planning target, to be achieved in default of special circumstances. 
Ministers with responsibility for functions which might be " hived 
off " should take all possible steps to accelerate this action. 

The Cabinet— 

Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Lord Privy Seal to 
proceed accordingly. 

Cabinet Office, 


30 June, 1971. 
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1 3 6 6 1 1 - 6

 The Cabinet considered the text of a draft White Paper on 
 British membership of the European Communities circulated under 

 Secretary of the Cabinet (CP(71)76). c o v e r  o f a n o t e  b y t h e

 The Prime Minister said that the draft White Paper indicated 
 that it was the firm and considered intention of Her Majesty's 

 Government to seek the approval of Parliament in the early autumn 
f o r a d e c i s i o n  O I principle to take up full membership of the 
Communities on the basis of the arrangements which had been 
negotiated with them. It was important that, if this statement 
reflected the Cabinefs view, they should record a formal decision 
in that sense. They would also need to consider whether they 
approved the broad structure of the draft and whether there were 

 any major points with which it failed to deal adequately. A number 
of Ministers had suggested detailed drafting amendments; and 
these, together with any further suggestions of this kind would be 
taken into account when the final text was produced. 

In discussion it was agreed that the White Paper should make 
it clear that the Government recommended that the United Kingdom 
should become a member of the European Communities on the 
basis of the arrangements which had now been negotiated. 

In further discussion the following main points were made: 

(a) The section of the White Paper dealing with the economic 
consequences of our entry into the Communities made too much 
of the costs of membership and not enough of the benefits. There 
was no need to provide specific figures for the costs in the 1980s, 
since any forecasts for a period so far ahead were bound to be 
highly speculative. Moreover, it was unnecessary to follow the 
procedure adopted by the previous Government in the White Paper 
of February, 1970, and to provide statistical estimates of the so-called 
" impac t" costs of the tariff changes which would result from our 
entry. Instead, the White Paper should maintain that in the early 
years of our membership British industry would be affected by two 
opposing influences. On the one hand, the gradual phasing out 
and sharing of our preferences in certain markets, especially in the 
Commonwealth and EFTA, would adversely affect our exporters' 
competitive power. On the other hand, the wider market 
opportunities and intensified competition afforded by membership 
would stimulate a greater dynamism and efficiency in industry. 
In the outcome our competitive power should be strengthened and 
we should be enabled to meet the balance of payments cost. 

(b) Some parts of the draft appeared to gloss over some of the 
problems which would be raised by our membership. For example, 
paragraph 30 of Part I went too far in suggesting that we should 
never face a choice involving in some sense a sacrifice of national 
sovereignty. The passages of the draft which dealt with the issue of 
sovereignty should be revised in order to make it clear that, as 
members of the Community, we should continue to exercise the 
right of a sovereign State to endorse collective decisions when it 

SECRET 
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appeared to be in our own interests to do so. A paragraph should also 
be added to explain how the application of Community legislation 
to this country would affect our legal system. 

(c) A paragraph should be added to the draft explaining that 
membership of the Community would not prevent us from continuing 
to pursue vigorous regional development policies. 

(d) The section of the draft which explained the arrangements 
under which we would be joining the European Coal and Steel 
Community should be revised in order to deal with the criticisms 
made in the course of the debate in the House of Commons on the 
previous day. 

(e) We could not be certain about the outcome of the further 
discussions which the Chancellor of the Duchy of Lancaster would 
be having with Ministers of the Community countries on 12 July 
concerning fisheries policy. We had hoped that Ministers of the 
other applicant countries would also attend this meeting; but the 
Norwegian and Danish Governments had declined to be represented. 
It appeared that they hoped in the autumn to obtain a more 
favourable change in the Community's existing access provisions than 
the Community would be willing to give us on 12 July. Accordingly 
it might become necessary for us for the present simply to seek 
agreement that we and the other applicant countries should maintain 
our existing fishing regimes until the enlarged Community could 
agree on a new common fisheries policy. Paragraphs 81 and 82 
of Part II of the draft should be redrafted accordingly. 

(/). Further thought should be given to the presentation of the 
price increases likely to result from our application of the common 
agricultural policy. It should be made clear that for most of the 
population these price increases should be more than offset by 
increases in real earnings resulting from more rapid economic growth. 
It should also be made clear that the next review of retirement 
pensions in early 1973 would take place before the price rises resulting 
from entry would occur, since we should not be taking our first steps 
towards applying the common agricultural policy until April to 
July 1973. But the White Paper should avoid any implication that 
family allowances would necessarily be increased to compensate 
for price rises. It would be preferable to concentrate so far as 
possible on the potentially favourable impact of accession on our 
standard of living. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the forthcoming White Paper should make it 
clear that Her Majesty's Government intended to seek the approval 
of Parliament for a decision that the United Kingdom should join 
the European Communities. He would now arrange for a final 
text of the White Paper to be prepared, for publication on Wednesday 
7 July, taking into account the detailed amendments proposed by 
individual Ministers and the points made in discussion. 

The C a b i n e t 
(1)	 Took note with approval of the Prime Minister's summing 

up of their discussion. 



(2)	 Agreed that the forthcoming White Paper should make it 
clear that Her Majesty's Government intended to seek 
Parl iaments approval for a decision that the United 
Kingdom should join the European Communities. 

(3) Took	 note that the Prime Minister would arrange for a 
final text of the White Paper to be prepared, taking 
account of the points made in discussion and of other 
detailed amendments proposed by Ministers. 

(4)	 Agreed that the White Paper should be published on 
Wednesday, 7 July. 

Cabinet Office, 

1 July, 1971. 
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 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 since the Cabinet had last considered 
the Parliamentary business remaining to be transacted before the 
Summer Recess it had become clear that adjournment on 30 July, 
as had been originally envisaged, would no t leave the necessary 
room for manoeuvre, particularly in view of the time likely to be 
needed for the consideration of Lords ' amendments to the Industrial 
Relations Bill. He therefore proposed to inform the House of 
Commons that afternoon that it would be necessary for the House 
to continue sitting in the first week of August, although, if it proved 
possible to recommend rising before the end of that week, he would 
do so. 

The Lord Privy Seal said that he intended to announce that 
afternoon that it was proposed that the House of Lords should 
rise not later than 5 August. He has yet to decide whether the debate 
on British accession to the European Economic Communities 
should be held in the last week of July or the first week in August. 

The Cabinet— 

Took note of the statements by the Lord President of the 
Council and the Lord Privy Seal. 

SECRET 

2. The Foreign and Commonwealth Secretary said that relations 
between India and Pakistan were continuing to deteriorate. Both 
sides appeared to be making moves in the Kashmir region which 
were heightening tension. The flow of refugees from East Pakistan 
was continuing virtually unabated; and the efforts of the United 
Nations High Commissioner for Refugees, Prince Sadruddin, to 
halt or reverse it had no t so far yielded results. The proposal to 
station United Nations representatives in the main affected areas, 
which he had mentioned at the Cabinefs last discussion of the 
subject on 30 June, had not been effectively followed u p ; and we 
were now trying, subject to the agreement of the Governments of 
India and Pakistan, to promote a Four-Power initiative by the United 
States, the Soviet Union, France and ourselves to give some impetus 
to the United Nations High Commissioners efforts. If we succeeded, 
however, significant additional expenditure would be inevitable. 

The Foreign and Commonwealth Secretary said that the recent 
 exchanges with the Argentine authorities on the question of improving 

communications between the Argentine and the Falkland Islands 
had been concluded successfully. It now seemed unlikely that 
there would be any adverse reaction from those sections of political 
opinion which were particularly sensitive to any move which might 
be interpreted as an attempt to coerce the islanders into a closer 
relationship with the Argentine. 

SECRET 



Middle East 

Previous 
Reference: 
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The Foreign and Commonwealth Secretary said that the 
Government of the United States were maintaining their efforts 
to promote an interim settlement between the United Arab Republic 
and Israel. The former might not now insist on stationing combat 
troops on the eastern side of the Suez Canal as a part of any such 
settlement; but they would probably seek to exact equivalent 
concessions on the Israeli side. 

Rhodesia 

Previous 
Reference: 
CM (71) 32nd 
Conclusions, j 
Minute 4 

Malta 

Previous 
Reference: 
CM (71) 35th 
Conclusions, 
Minute 3 

SECRET 

3. The Foreign and Commonwealth Secretary said that Lord 
Gbodman's mission had that morning returned from Rhodesia. 
Preliminary indications suggested that the result of their discussion 
with the regime in Salisbury provided grounds for guarded optimism. 
He hoped to put proposals for future action to his colleagues early 
in the following week. 

SECRET 1 
I 

4. The Foreign and Commonwealth Secretary said that, smce 1 
assuming office as a result of the recent General Election in Malta, 1 
Mr. Mintoff, the new Prime Minister of Malta, had despatched a I 
number of peremptorily worded messages to us, apparently designed I 
to buttress his claim that the Defence Agreement, under which we I 
stationed forces in Malta, was no longer valid and to demonstrate J 
that it lay in his power to create considerable difficulties for us if we I 
failed to comply with his demands. These appeared to be directed J 
to compelling us to pay more for fewer facilities in Malta and to 1 
denying facilities to the Nor th Atlantic Treaty Organisation. His f 
latest requirement was that all troop movements to the island should f 
be suspended and that a British Minister should be despatched to 1 
Malta forthwith to negotiate new arrangements to replace the 1 
Defence and Financial Agreements. Following a meeting of the 
Defence and Oversea Policy Committee on the previous day it had 
been decided to defer the move of a Royal Marine Commando 
contingent to Mal ta ; and the Prime Minister had despatched a 
firmly worded letter to Mr. Mintoff indicating that we would be 
prepared to send a Minister to Malta to discuss Maltese requirements, 
provided that these discussions took place in an orderly manner and 
that Mr. Mintoff first elaborated his proposals in sufficient detail to 
enable us to appreciate their implications. Mr. Mintoffs initial 
reactions to this letter were reported as being unresponsive. 

The Cabinet— 

Took note of the statements by the Foreign and Common
wealth Secretary. 
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NEDC Meeting
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:

5. The Prime Minister said that the White Paper on the United 
Kingdom and the European Economic Communities, which had 
been published on the previous day, had had a satisfactory reception. 
A popular version was being made available free in Post Offices on 
12 July. It was important that in any public statements Ministers 
should adhere very closely to the White Paper 's presentation of the 
issues involved and should no t allow themselves to be drawn into 
making any estimates or volunteering any forecasts which might be 
regarded as incompatible with those given in the White Paper. 

The Cabinet— 

Took note, with approval, of the Prime Ministers 
statement. 

C O N F I D E N T I A L 

6. The Secretary of State for the Environment said that at a 
meeting of the Local Authorities' Nat ional Joint Council on the 
previous day the unions had rejected an offer by the employers' 
representatives in respect of a pay claim for the Administrative, 
Professional, Technical and Clerical grades which would amount to 
an increase of rather more than 7 per cent on the total salary bill. 
He would review the situation with the employers' side before 
they resumed discussion with the unions on 23 July. 

The Lord Privy Seal said that at a further meeting with the 
trade union side of the Joint Co-ordinating Committee for 
Government Industrial Establishments he had put forward an 
increased offer in respect of the Industrial Civil Service in accordance 
with the agreement reached in the Ministerial Steering Committee 
on Pay Negotiations on 5 July. The new offer, which union 
representatives had agreed to consider, would add approximately 
8 per cent to the total wage bill. 

The Chancellor of the Exchequer said that the meeting of the 
 National Economic Development Council (NEDC) on the previous 

day had encouraged him to entertain a cautious hope that the Trades 
Union Congress (TUC) might be rather less unwilling to co-operate 
in the Governments efforts to improve the economic situation. 
H e had nevertheless made it clear that dramatic results could not be 
expected in the short-term. Some of the union leaders had been 
concerned to avoid any commitment to an incomes policy; and it 
had been agreed that there should be no declaration of intent on 
this subject. Discussions between the Confederation of British 
Industry, the T U C and the Treasury would continue at official level, 
under the chairmanship of the National Economic Development 

 Office, in preparation for the next N E D C meeting early in August. 

The Cabinet— 

Took note of the statements by the Secretary of State for 
the Environment, the Lord Privy Seal and the Chancellor 
of the Exchequer. 
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7. The Cabinet considered memoranda by the Secretaries of 
State for the Environment and for Wales (CP (71) 78) and the Secretary 
of State for Scotland (CP (71) 80), to which were annexed draft 
White Papers on the Reform of Housing Finance. They also had 
before them a memorandum by the Home Secretary (CP (71) 81) 
about the timing of publication of these White Papers. 

The Secretary of State for the Environment and The Minister for 
Housing and Construction said that the proposals set out in the draft 
White Paper on the Reform of Housing Finance in England and 
Wales were based on the decisions taken by the Cabinet at their 
meetings on 29 October, 1970, and 25 March, 1971. The details 
had subsequently been elaborated in association with the 
representatives of the local authorities. The proposals would 
not only result in a substantial saving in public expenditure; they 
would also constitute a more just and positive housing policy, 
comprising the encouragement of owner occupation, the improvement 
of sound older houses and the accelerated clearance of slums. The 
Government were committeed to making a statement on the matter 
in the near future; and only the publication of a White Paper would 
permit adequate exposition of the policy in its entirety. It was 
already known that the Government proposed to move both 
controlled and council house rents on to the basis of fair rents; 
and the Opposition had made great play in recent months with the 
apprehension of impending rent increases. It would be greatly 
to the Governments advantage to make their intentions fully known 
at the present juncture because it would then be seen that the rent 
increases would be limited, that the proposed system of rent rebates 
and rent allowances would protect poorer tenants against hardship 
and that the reshaping of the subsidies to local authorities would 
give positive encouragement to the redevelopment of slum areas. 
On balance, therefore, public reaction to the White Paper should 
be favourable. A feature of the proposals was that local authorities 
should be encouraged to raise the rents of their council houses 
from 1 October, 1971. The White Paper should therefore be 
published as soon as possible; bu t publication even at the end of 
July would be worth while. Any further delay would not only 
be expensive in terms of the Exchequer savings which would be 
sacrificed; it would also be regarded as a breach of faith by those 
local authorities who had been making plans to increase rents in 
anticipation of the publication of the Governments proposals. 

The Secretary of State for Wales said that he endorsed the 
substance of the proposals but had reservations about the timing of 
publication of the White Papers. Although these would enable the 
Government to present to full advantage such favourable featurbs 
as the rent rebate and allowance scheme and the increased subsidies 
for slum clearance, the result, on balance, would be to strengthen the 
position of the Opposition in attacking the Governments economic
policies by reference to the increases in rents. Moreover, few 
local authorities would be able in practice to complete the necessary 
arrangements in time to raise their rents with effect from 1 October. 
For these reasons it would be preferable to defer publication until i 
the opening of the new Session. 

 i 
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The Secretary of State for Scotland said that the Scottish 
proposals were in general similar to those for England and Wales, 
although, with the approval of the Cabinet, a different basis was 
being adopted for local authority rents and there were some 
differences of detail in the new subsidy system. The representatives 
of the local authorities had shown themselves co-operative during 
the consultations on the proposals; and he was confident that, if 
the White Paper were published promptly, there would be a 
substantial response to the suggestion that rents should be raised 
from 1 October next. 

In discussion the Cabinet first considered the timing of 
publication of the White Papers. Publication in the near future of 
proposals to increase rents would be bound to prejudice to some 
extent the Government's attempts to reduce the rate of wage 
inflation, especially since the next few months were likely in any 
case to witness an unusually rapid increase in food prices. This 
suggested that it might be better to defer publication until the 
autumn, by which time food prices might be expected to be more 
stable. This might involve deferring the first round of increases 
in the rents for council houses; but there would be offsetting savings 
in public expenditure due to the reduced cost of agricultural support. 
On the other hand, it could be argued to be a mistake to postpone 
action until the autumn. It could not be assumed that conditions 
would be more favourable by then; and there was a serious risk 
that in the meantime the proposals would become known. The 
Government would then be put on the defensive and would lose the 
opportunity to present their case to the best advantage. A decision 
could not be taken until the Ministerial Committee on Economic 
Strategy had carried further their consideration of the present state 
of the economy; but it seemed that publication at the earliest 
possible moment might prove to be the wisest course. 

The Cabinet then considered the draft White Papers annexed to 
CP (71) 78 and 80. There was a agreement on the importance of 
making clear not merely the proposals themselves but also the 
political and economic principles which lay behind them. The 
draft of the Scottish White Paper might be elaborated in this respect. 
Otherwise, there was general acceptance of the White Papers, subject 
to certain points of drafting and presentation which the Ministers 
concerned undertook to represent direct to the Secretaries of State. 

The Prime Minister, summing up the discussion, said that the 
balance of argument probably favoured publication of the White 
Papers as soon as possible, if this were compatible with the outcome 
of the consideration currently being given by the Economic Strategy 
Committee to the state of the economy. Preparations should 
therefore be pressed forward for publication during the following 
week, if this were confirmed; and those Ministers who had drafting 
or other points which they wished to raise should send them direct 
to the Secretaries of State concerned without delay. 

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

; u p of their discussion. 



(2) Invited the Secretary of State for	 Scotland to reconsider his 
draft White Paper with a view to including a more 
forceful presentation of the basic principles which had 
prompted the proposals. 

(3) Invited	 the Secretaries of State for Scotland, for the 
Environment and for Wales to make arrangements to 
permit publication of the White Papers during the 
following week, should tha t course be adopted. 

Cabinet Office, 
8 July 1971. 
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* 1 . The Prime Minister said that the Confederation of British 
Industry (CBI) intended to hold a special meeting of their Grand 
Council that afternoon, at which they would propose to their 
members that they should enter into voluntary undertakings not 
to raise prices during the 12 months ending 31 July, 1972, wherever 
this was possible; to limit unavoidable price increases to a maximum 
of 5 per cent; and, where in exceptional circumstances a particular 
increase had to exceed 5 per cent, to ensure that the weighted average 
of increases for all the related products should still not do so. The 
CBI had informed Ministers privately some weeks ago of their 
proposal to take this initiative. They had said that they believed 
the Government should seek to achieve a faster rate of economic 
growth bu t that they accepted the Governmenfs difficulty in moving 
in this direction in a period of high inflation. They also appreciated 
the difficulty of carrying de-escalation of wage settlements further 
while prices continued to rise steeply. Accordingly, they saw their 
proposed initiative as a way of helping to break into the inflationary 
cycle and of assisting managements to secure lower wage settlements; 
and they hoped thereby to create conditions in which the Government 
might feel able to take steps to stimulate more rapid expansion of 
the economy. They hoped also that the Government would respond 
by arranging for the nationalised industries to observe similar price 
restraint. In preparation for their Grand Council meeting the CBI 
had already sounded their leading members privately and had 
obtained a satisfactory response. If the Grand Council now 
endorsed their proposal, it was likely to be made public at a Press 
conference that evening. 

The Ministerial Committee on Economic Strategy (ES) had 
considered what response the Government should make in those 
circumstances in respect of the nationalised industries. Although 
price restraint would have severe effects for some industries, the 
Committee had concluded that it would be right to arrange for them 
to. make a broadly matching response. The Chancellor of the 
Exchequer was in consultation with the Ministers responsible for 
nationalised industries for the purpose of settling the detailed 
arrangements for particular industries. It might be necessary to 
make certain exceptions, for example for international air fares and 
the nationalised ports; but a matching response by the nationalised 
industries generally was both economically and politically desirable. 

The Chancellor of the Exchequer was also considering the 
economic situation more generally, in the light of the mid-July 
economic forecasts. It was proposed that he should announce his 
conclusions, together with the Governmenfs decision to match price 
restraint by the private sector in the nationalised industries, in a 
Parliamentary statement on 19 July and that the Lord President 
of the Council should so indicate in the business statement in the 
House of Commons, announcing at the same time that there would 
be an economic debate on 20 July. Members of the Cabinet should 
therefore hold themselves available for a possible Cabinet meeting 

* Previously circulated in a Confidential Annex. 
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on the morning of 19 July. In the meantime they should be 
particularly careful to avoid any premature disclosure of the 
Governments intentions. 

The Chancellor of the Exchequer said that the chairmen of the 
main nationalised industries were members of the CBI Grand Council 
and had been privately informed of the CBFs proposals. Together 
with the responsible Ministers he had discussed the proposals with 
the chairmen confidentially. All of them had recognised the political 
necessity for the nationalised industries to match the CBIS initiative; 
and at the Grand Council they would respond to it in a generally 
favourable sense, while stressing that price restraint would have 
major financial implications for their industries about which they 
must consult the Government. He had given the chairmen assurances 
that, if they adopted measures of price restraint, the Government 
did not intend the investment programmes of the industries to be 
affected thereby or to increase their own controls; and he had 
undertaken that the corporations would be allowed additional 
borrowings from the National Loans Fund to finance investment 
which they might otherwise have been able to finance from, internally 
generated sources. But he had also emphasised the benefits which 
price restraint should yield by providing increased scope for faster 
growth and for a reduction in unit costs; and he had made it plain 
that the Government would expect the nationalised industries to 
maintain a fully commercial approach in the pursuit of efficiency 
and reductions in the level of wage settlements and other costs. 
He would try to defer until his Parliamentary statement on 19 July 
the announcement of the proposed application of price restraint to 
the nationalised industries; and if other Ministers were questioned 
about the CBFs initiative and the Governments attitude towards it, 
it would be appropriate that they should confine themselves to saying 
that any move of this kind which was designed to reduce inflation 
was welcome to the Government. The CBI were that morning 
informing the General Secretary of the Trades Union Congress of 
their proposed initiative; and he himself proposed to discuss its 
implications with the General Secretary before making any 
announcement on behalf of the Government. 

The Prime Minister, summing up a short discussion, said the 
Cabinet agreed that the Government should welcome the CBIS 
initiative to secure voluntary price restraint by private industry and 
should arrange for the nationalised industries to make a broadly 
matching response. It was not proposed, and the CBI did not 
expect, that the Government would extend these arrangements to 
other charges in the public sector, such as those made for school 
meals and social services. The application of price restraint to 
the nationalised industries should not be regarded as a reversal of 
present policies for the industries, although it would postpone 
the date by which their operations could be placed on a more 
commercial footing. In present economic circumstances, however, 
even if general price restraint were not to be imposed on nationalised 
industries, it was unlikely that the Government would have been 
able to approve in full price increases of the order which many of 
the Boards were contemplating. The CBIS proposal related to a 
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period of 12 months ; and, if it were generally adopted by their 
Grand Council, the Government, like the CBI, would need to review 
the policy in about March 1972. 

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

S E C R E T 
2. The Cabinet were informed of the business to be taken in 

the House of Commons in the following week. 

SECRET 
3. The Home Secretary said that the traditional parades in 

Belfast on 12 July had been well handled by the security forces and 
serious disorder had been avoided. The repeated attacks on army 
posts in Londonderry, however, were a cause for growing concern, 
since they suggested that the " Provis ional" group of the Irish 
Republican Army were intensifying their campaign of terrorism. 
The Social and Democratic Labour Party were withdrawing from 
the House of Commons at Stormont (which was now in Recess), 
justifying their action by reference to the Government^ failure to 
order an independent inquiry into the deaths of two men in recent 
riots in Londonderry. At Westminster there was some discontent 
among the Ulster Unionist Members about the lack of firmness, 
as they saw it, on the part of the United Kingdom Government 
in dealing with terrorism in Northern Ireland. Together with the 
Secretary of State for Defence, he was considering legislation to 
provide for the formation of a full-time unit of the Ulster Defence 
Regiment in spite of the unfavourable initial comment on this 
proposal. H e would also take an early opportunity to discuss 
with the General Officer Commanding, Northern Ireland, whether 
it was desirable that the traditional procession which was due to 
take place in Londonderry on 12 August should be prohibited. 

The	 C a b i n e t -

Took note of the Home Secretary's statement. 


SECRET 
4. The Foreign and Commonwealth Secretary said that the new 

Prime Minister of Malta, Mr. Mintoff, had informed us that he 
wished to replace the 1964 Defence and Financial Agreements and 
had asked that a British Minister should go to Malta for the negotia
tion of a new agreement, to be concluded by the end of July. 
Mr. Mintoff's replies to messages from the Prime Minister, designed 
to establish a satisfactory basis for negotiations in preparation for 
a Ministerial visit to Malta, had been churlish and increasingly 
abrupt ; and it had become necessary to suspend preparations for 
the visit at the last moment. By contrast, our own position 
throughout the exchanges had remained moderate and reasonable. 
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He would seek to demonstrate this in reply to a Private Notice 
Question in the House of Commons that afternoon by reference to 
the text of the Prime Ministers latest exchanges with Mr. Mintoff. 

In discussion it was agreed that we should continue to 
demonstrate that we were prepared to adopt a reasonable attitude 
towards a possible renegotiation of the 1964 Agreements, provided 
that Mr. Mintoff was correspondingly co-operative. F rom the 
defence point of view, however, the facilities in Malta which we 
enjoyed were not vital to us ; and their significance lay rather in 
their value to the Nor th Atlantic Treaty Organisation (NATO), 
particularly in so far as the Agreements enabled us to deny the use 
of the islands to the Soviet Government. If the latter could establish 
themselves in Malta, they would greatly increase their military 
strength in the Western Mediterranean. Nevertheless, there might 
be advantage in our letting it be known publicly, at the appropriate 

: stage, that we had no wish to keep our Forces in Malta if this did 
not accord with the wishes of the Malta Government. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Foreign and Commonwealth Secretary 
should make a Parliamentary statement on the lines which he 
proposed. Publication of the full sequence of his own exchanges 
with Mr. Mintoff should be withheld for the time being; but, if 
Mr. Mintoffs reply to the latest message was negative, it would be 
necessary to consider what further action should be taken to 
demonstrate publicly the obduracy of his attitude. 

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

CONFIDENTIAL 
5. The Secretary of State for Education and Science said that 

she expected on the following day to receive the report of the 
arbitration on the pay of teachers. This was likely to recommend 
increases equivalent to 10-8 per cent, by comparison with the 
" without prejudice " offer of 9 - 7 per cent which the teachers' 
representatives had rejected before arbitration. This award, how
ever, would include the assimilation costs associated with a 
restructuring of pay, which the arbitration body had approved on 
the basis of the managements proposal. The final outcome of the 
arbitration, therefore, was not unsatisfactory. She would consult 
the Ministers concerned; and if, as she hoped, it was agreed that 
the Government should accept the award, she had it in mind to make 
an appropriate announcement on 19 July, when the report of the 
arbitration body would be made available to the management and 
the teachers' panels. 

The Cabinet— 
Took note of the statement of the Secretary of State for 
Education and Science. 



I CONFIDENTIAL 
6i The Cabinet considered a memorandum about prescription 

charges (CP (71) 83) by the Secretary of State for Social Services, 
the Secretary of State for Scotland and the Secretary of State for 
Wales. 

The Secretary of State for Social Services recalled that, when 
the Cabinet had considered proposals for graduated prescription 
charges in April, the Health Ministers had been invited t o initiate 
the necessary consultations with representatives of the doctors, 
dentists and chemists. These consultations had made it clear that 
all three professions were irrevocably opposed to the principle of 
graduated charges. Since it would not be practicable to introduce 
them without the co-operation of the professions, consideration was 
now being directed to the system in use in Sweden under which 
medicines were made up in standard units and were priced appro
priately before they reached chemists' shops. Even if such a system 
proved appropriate for adoption in this country, however, it could 
not be introduced in less than three to four years; and it was therefore 
necessary in the meantime to find a new method of increasing the 
yield from prescription charges which would render it buoyant and 
would realise the saving of £15 million which had been envisaged 
when graduated prescription charges had been first suggested. The 
Health Ministers accordingly proposed that the forthcoming charging 
legislation should enable them to seek power to make regulations 
prescribing the relationship between a flat-rate prescription charge 
and the average cost of a prescription to the National Health Service 
and thereafter to make annual adjustments in the charge by 
administrative action. Since this legislation might not have been 
enacted by the time when it was desirable to make the first increase 
in the charge from its present level, that increase could be made by 
means of regulations under existing powers, regulations under the 
new powers being made a year later. The initial increase should 
be from 20p to 30p per item and should produce an estimated net 
saving of some £17 million a year. Since a charge at this level 
would be liable to be regarded as very high, particularly after the 
increase from 12^p to 20p on 1 April, 1971, it would be preferable 
that the necessary announcement should be deferred until October 
and that the new arrangements should not come into effect until 
1 April, 1972. It would also be necessary to provide means of 
mitigating the impact of the increase on those who could less easily 
afford to pay it. Proposals for increasing from 30p to £1 the income 
limit for exemption or refund had already been agreed; and it would 
be appropriate that, in addition, the prepayment certificates already 
available for periods of 6 or 12 months should be made available 
on generous terms for three-monthly periods. 

In discussion the abandonment, at any rate in the short-term, 
of any system of cost-related charges was viewed with regret. Such 
a system would avoid periodical increases in prescription charges, 
which always tended to be politically contentious; and i t would 
impose a salutary check on extravagance by doctors in prescribing 
drugs. In considering whether cost-related charges were practicable 
it had to be borne in mind that before the estabhshment of the 
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National Health Service chemists had been obliged to compute the 
cost of prescriptions and, indeed, still did so for customers who did 
not participate in the Service. On the other hand it was clear that 
every effort had been made to secure from the professions the 
co-operation which was indispensable for the effective functioning 
of any graduated scheme which could be introduced in the short term. 

In further discussion it was suggested that, if the flat-rate charge 
were increased even in April 1972, by an amount of the order proposed, 
the Government^ efforts to contain inflationary wage claims and to 
achieve a greater degree of price stability would be liable to be 
seriously affected. Moreover, the cumulative effect of two sharp 
increases in prescription charges and the other unpopular measures 
which the Government had been obliged to take in the national 
interest might tend to give the Government, however unfairly, a 
reputation for callous indifference to the claims of those with special 
needs, which it would be difficult to reverse. On the other hand, 
if the proposed increases were not made, it would be necessary to 
consider how the savings in public expenditure which they would 
have yielded should be recovered from other programmes. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that in the short term the attitude of the professions 
concerned made it impracticable to introduce a system of cost-related 
prescription charges but that the Health Ministers should continue 
to study other methods of relating charges to actual costs with a 
view to possible changes in the longer term. As regards the flat-rate 
charge the Cabinet judged that the economic situation in the coming 
12 months would make it impolitic to increase the charge by an 
amount of the order proposed by the Health Ministers. The matter 
should therefore be reconsidered in the au tumn in the light both of 
the general economic situation and of the effects on public expenditure 
of deferring increases in the charge. Meanwhile, provision for 
relating charges to the average cost of prescriptions should be 
omitted from the Bill which it was proposed to introduce in the 
au tumn; and the content of that Bill should be limited to the 
subsidiary provisions already agreed for adjusting the present law 
relating to optical and dental charges and to exemptions and refunds. 

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

CONFIDENTIAL 
7. The Cabinet considered a memorandum (CP (71) 84) by the 

Secretary of State for Scotland, to which was annexed a draft White 
Paper on the Reorganisation of the Scottish Health Service. 

The Secretary of State for Scotland said that the draft White 
Paper, which had been considered by the Home and Social Affairs 
Committee, contained his proposals for a single-tier structure of 
14 health boards and outlined arrangements for a Health Service 
Planning Council and a Common Services Agency. The members 
of the boards would be appointed on their individual merits and 



not as representatives of special interests, a position which reflected 
the need for control by Parliament and the Government over a 
service which was largely centrally financed. In particular, since 
there would be only one tier of health boards, the local authorities 
as such would not be represented on them. There would, however, 
be consultative machinery through which the views of the professions 
would be taken into account. He hoped that the necessary 
legislation would be introduced in the 1971-72 Session; and he 
sought the agreement of the Cabinet to publication of the White 
Paper before the Summer Recess in order that detailed preparatory 
work might be begun, in conjunction with the interests affected, on 
the issues which required further study. 

The Cabinet— 
Approved the draft White Paper annexed to CP (71) 84, 
for publication during the last week of July. 

Cabinet Office, 
15 July, 1971. 
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The Chancellor of the Exchequer said that he had reviewed 
the economic situation in the light of the mid-July economic forecasts, 
taking into account the favourable public response to the recent 
initiative by the Confederation of British Industry (CBI) to promote 
price restraint by their members in the ensuing 12 months provided 
that the Government would take action to stimulate more rapid 
economic growth. 

. At the time of the Budget it had been expected that output would 
rise by rather more than 3 per cent between the first half of 1971 
and the first half of 1972. On the basis of the latest forecast, however, 
the increase would be rather greater; but the base from which it 
was calculated would be lower than had been assumed in March. 
It had then been expected that in the first six months of 1971 output 
would be lower by one half of 1 per cent than in the preceding six 
months, whereas it had actually been reduced by as much as \ \ per 
cent. The continuing rise in unemployment, although partly the 
result of the efforts of employers to reduce overmanning, also 
reflected the low level of economic activity and provided further 
evidence that demand was running at a lower level than had been 
estimated at the time of the Budget. If no further stimulus were 
administered to the economy before the next Budget, unemployment 
would be likely to rise beyond the levels previously forecast; and 
industrial investment also would remain sluggish. On the other hand, 
the depressed level of demand and the resultant reduction in the level 
of imports, together with alterations in exchange rates by certain 
other countries, had exercised a beneficial effect on the balance of 
payments. The current account surplus in the first half of 1971 
had been running at an annual rate of £600 million, double the rate 
which the National Institute for Economic and Social Research had 
forecast for the whole year. As a result it would be possible to repay 
in August the outstanding balance of £256 million of our borrowings 
from the International Monetary Fund in June, 1968; and the present 
Administration would then have repaid, since taking office in the 
previous summer, a total of £1,044 million of international debt, 
leaving only the £417 million borrowed in 1969-70 still to be repaid. 
Other favourable factors to be taken into account were the 
Governments success in first containing and then beginning to reduce 
the level of wage settlements, together with the institution of 
voluntary price restraint by manufacturing industry which it was 
proposed, in accordance with the Cabinets decision at their previous 
meeting, to match in the nationalised industries. All these factors, 
combined with the need to promote an atmosphere of greater 
confidence in the period of preparation for our accession to the 
European Communities, suggested that it might now be opportune 
to take further measures to stimulate demand. 

The action which he envisaged for this purpose could be 
summarised as follows. First, he proposed to make two changes in 
capital investment allowances. The first-year allowance of 60 per 
cent would be increased to 80 per cent in respect of capital 
expenditure incurred in the two years ending 1 August, 1973; and 
free depreciation on immobile plant and machinery for firms in 
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development areas would be extended to the service industries, 1 
! instead of being limited to manufacturing industry. The latter change I 

would be permanent and would thus end the present discrimination I 
against service industries. Second, he proposed to remove the I 
remaining restrictions on hire purchase transactions, as recommended I 
by the Crowther Commission on Consumer Credit, although the \ 
existing powers to regulate such transactions would be retained for I 
the time being while the current consultations with financial j 
institutions about alternative methods of credit control were in i 
progress. Third, he proposed to reduce by Order each of four rates j 
of Purchase Tax by 2 / l l t h s , or approximately 18 per cent. He had 1 
chosen this course because the alternative of invoking the "regulator" j 
would entail making a standard reduction in rates of duty which I 
would have to include tobacco, wines and spirits and motor spirits; j 
and this would be inappropriate. The reduction in Purchase Tax ] 
should arguably be concentrated at the upper end of the range of 1 
rates, since this would constitute a natural transitional step in the ; 
replacement of the tax by the proposed Value-added Tax. But the I 
impact would be less widespread; and the absence of any change in ;l 
the lower rates of the tax would be liable to be regarded by public ? 
opinion as inequitable. The reduction in Purchase Tax would cost \ 
£110 million in the current year and £235 million in a full year; the 
changes in capital allowances, which would come into initial effect ' 
in 1972-73, would cost £41 million in that year and £147 million in i 
1973-74. Any calculation of the effect on the level of demand must ! 
take account not only of these proposals, together with the recent 
decision to spend an additional £100 million in infrastructure works j 
in 1971-72 and 1972-73, but also of the prospect of a greater degree ; 
of price restraint, which would itself be offset by any reduction in j 
the rate of increase in money incomes. In the aggregate, however, j 
output might rise between the first half of 1971 and the first half ? 
of 1972 by about 4£ per cent, compared with the 3 per cent previously ! 
estimated. This prospect should suffice to assure the CBI that the \ 
Government were seeking to respond to their appeal for voluntary J 
undertakings on price restraint; and it might also induce the Trades ] 
Union Congress to adopt a more constructive attitude in relation to I 
claims for increased wages. J 

Subject to the Cabinefs approval, he proposed to announce I 
these measures in the House of Commons that afternoon. 

I 
In discussion the proposals of the Chancellor of the Exchequer I 

were generally welcomed; they combined boldness with equity in 1 
the degree which was required in present circumstances to give a 1 
stimulus to the economy and to business confidence. Although the 1 
proposed changes in capital allowances might be criticised as 1 
narrowing the differential advantages for firms in development areas, i 
such criticism should be countered by emphasising that much of the I 
benefit of higher investment by firms in other parts of the country I 
would accrue to suppliers of plant and machinery who were in many 1 
cases located in development areas. Moreover, the concession I 
of an improved first-year allowance for a limited period seemed 1 
unlikely to influence any firm to transfer a project for investment in a 
a development area to some other part of the country. The j 
Governmenfs decision to increase expenditure on infrastructure 11 



measures by £100 million was also directed wholly to the advantage 
of the assisted areas. 

In the public presentation of the proposed changes in Purchase 
Tax it would be desirable to explain why a reduction of the four 
rates of tax had been judged preferable to the use of the " regulator ", 
which had been widely expected. It would also be important to 
stress the effect which these proposals, in combination with voluntary 
price restraint, should exert on the level of prices; and it should be 
made clear that the Government expected that traders in general 
would arrange immediately for the reduced rates of Purchase Tax to 
be reflected in retail prices and that the food industry in particular 
would subscribe fully to price restraint, about which it appeared at 
present to be hesitant. In presenting the decision that the nationalised 
industries should also observe price restraint, the Government should 
acknowledge that the industries themselves would benefit not only 
from such restraint on the part of their suppliers but also from the 
lower level of wage settlements which they should be able to secure. 
In any reference to the Trades Union Congress, however, it might 
be unwise to dwell too heavily on the extent to which the Government 
hoped that organised labour would respond to the measures to 
promote more rapid economic growth, since this might put the 
moderate Trade Union leaders at a tactical disadvantage in relation 
to their more militant colleagues. 

The Prime Minister, summing up the discussion, said that the 
Cabinet endorsed the Chancellor of the Exchequers proposals and 
agreed that they should be announced in the House of Commons that 
afternoon. A copy of the statement should be put in the Printed 
Paper Office of the House of Lords, in accordance with normal 
practice for statements of a Budgetary nature. While it would be 
right to present these further measures as designed to strengthen 
confidence and to stimulate faster economic growth and to indicate 
that they provided the conditions which both the CBI and the Trades 
Union Congress considered necessary for acceptance of voluntary 
price restraint and greater moderation in wage demands, the 
Governments decisions were not dependent on, and should not be 
directly linked with, the response of either side of industry. In order 
to maintain Britain's competitive standing as a nation and to 
reinforce our industrial strength against the day when we entered the 
European Communities the Government could not afford to relax 
their efforts to defeat cost-inflation; and the present measures should 
be presented consistently with that over-riding objective. 

The Cabinet— 

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

(2) Invited the Chancellor	 of the Exchequer to announce, in a 
statement in the House of Commons that afternoon, the 
measures which he proposed to take t o stimulate a more 
rapid rate of economic growth. 
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SECRET 
1. The Cabinet were informed of the business to be taken in the 

House of Commons the following week. 

The Cabinet tendered their congratulations to the Lord Chan
cellor and other Ministers concerned with the Industrial Relations 
Bill on its successful passage through the Upper House. 

S E C R E T 
2. The Cabinet considered the situation in Northern Ireland; 

the conclusions reached were separately recorded and circulated only 
to the The Queen, the Prime Minister and those Ministers who had 
to take action. 

The conclusions are recorded separately in the standard file held 
by the Secretary of the Cabinet. 

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

 had just been received indicating that a British Overseas Airways 
 Corporation aircraft carrying, among other passengers, Lieutenant 

Colonel Babiker el-Nur Osman, the new President of the Sudan, and 
another member of the Sudanese Revolutionary Council had made an 
unscheduled landing in Libya during the previous night, apparently on 
the instructions of Air Traffic Controllers in both Libya and Malta. 
The aircraft had subsequently been released and had returned to this 
country; but the Sudanese President, of whose regime the Libyan 
Government had been sharply critical, was being held prisoner in 
Libya. On the face of it the incident seemed to amount virtually to 
an act of piracy perpetrated by a sovereign State. We might be 
legally within our rights in demanding that the Sudanese passengers 
should be returned to the United Kingdom; but it would be unrealistic 
to believe that the Libyan Government would be receptive to any 
move which we might make to secure their release. Fuller reports 
were being obtained in order to enable the facts to be established 
and, in particular, to explain the action of the British pilot. 

The C a b i n e t 
(1) Took	 note of the statement by the Foreign and Common

wealth Secretary. 

(2) Invited	 the Secretary of State for Trade and Industry to 
inquire further into the circumstances in which the 
aircraft had altered course. 

 The Foreign and Commonwealth Secretary said that the Cabinet 
would have seen the announcement that the President of the United 
States, Mr. Nixon, proposed to visit Peking before the middle of the 
following year. The United States authorities had given us no pr ior 
warning of this decision; but first reactions in the United States 
appeared to be favourable. This development in relations between 
the United States and the People's Republic of China made it more 
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probable that the latter would be seated in the United Nations during 
the current year, although there were a number of formal procedures 
which would first have to be completed. The Government of the 
United States were so far adhering to their " Two China's " policy, 
whereby the People's Republic would become a member of the 
United Nations Organisation and would occupy a seat as a 
Permanent Member of the Security Council, while the Taiwan 
Government continued to be a member of the Organisation but not 
a Permanent Member of the Security Council. This arrangement, 
however, was known to be unacceptable to the Government of the 
People's Republic, who would refuse to take their seat in these 
circumstances. Our own view had always been that they were the 
lawful Government of China and should be a Permanent Member 
of the Security Council and that the only means whereby the 
Taiwan Government could gain admission to the United Nations 
would then be by applying for membership in a name other than that 
of China. 

The Foreign and Commonwealth Secretary said that there was 
at last some progress towards a settlement in the Gulf area. Six of 
the seven Trucial States (all except Ras al-Khaimah) had agreed to 
form a provisional Union. Meanwhile, Bahrain and Qatar were 
expected to opt for separate independence, although they would 
probably seek to establish close relations, possibly regulated by 
treaties, with the Government of the new Union. As a result there 
should now be a responsible Government to which we could transfer 
the Trucial Oman Scouts; and this would provide us with a means 
of keeping a residual military presence in the area. As to the future 
of the Tumbs and Abu Musa islands, the Shah of Iran had become 
somewhat less insistent in his claims; and the possibility of a settle
ment, which might involve leaving the matter of sovereignty in 
abeyance for a few years, was being examined with the Iranian 
Ambassador in London. The Shah seemed prepared to accept the 
proposed Union so long as its provisional character was made clear. 

The C a b i n e t 

(3) Took note of the statements by the Foreign	 and Common
wealth Secretary. 

SECRET 
4. The Secretary of State for Defence said that his discussions 

in Malta with Mr. Mintoff, the Prime Minister of Malta, on 19 and 20 
July had enabled us to ascertain the lat tefs terms for a continued 
British military presence in the island. Mr. Mintoff had sought to 
stipulate that we should henceforward make an annual payment of 
£30 million for exclusive rights, which would nevertheless be more 
narrowly defined than the facilities which we enjoyed a t present. 
Alternatively, we could pay Malta £20 million annually under an 
arrangement which, though not confining the use of the island's 
facilities to United Kingdom forces, would exclude their military use? 
by forces of the Warsaw Pact. Mr. Mintoff had been told that the? 
British Government would consider these proposals and would; 



need to discuss them in confidence with our N A T O allies; but he had 
been given clearly to understand that they were likely to prove 
unacceptable. In fact the prospects of agreement were slender. It 
was important that in dealing with Mr. Mintoff, whose behaviour 
was irrational and unpredictable, we should seek to retain the full 
support of our NATO allies. In the circumstances it might be 
expedient to withdraw from Malta forthwith the advance party of 
the Royal Marine Commando Group, together with any dependants 
of members of the infantry battalion (which had originally been 
planned to be relieved by the Commando Group during the summer) 
who wished to return now to the United Kingdom, since this might 
serve to warn the Maltese public of the situation which they would 
face if Mr. Mintoff pressed his excessive demands to the point at 
which we should have no alternative to removing our presence from 
the island completely. 

In discussion, it was noted that our present aid commitment 
to Malta under the 1964 Financial Agreement amounted only to 
£5 million in the current financial year (about half of which had 
already been paid), £4 million in 1972-73 and £3 million in 1973-74. 
Mr. Mintoff was therefore seeking a wholly disproportionate increase 
in Malta's total receipts from the United Kingdom, while offering 
us only reduced facilities. The co-ordination of our actions with 
those of the rest of NATO was very important. In particular, the 
recent activities of the Federal German Government in making 
equipment available to Malta had probably been unhelpful in 
reinforcing Mr. MintofFs intransigence. Nevertheless, we had a 
reasonably strong bargaining position, especially if we were able to 
act with NATO's full support. 

The Prime Minister, summing up the discussion, said that 
Mr. Mintoffs terms were clearly exorbitant. The situation would 
be examined in detail by the Defence and Oversea Policy Committee 
on the following day. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 

C O N F I D E N T I A L 
Industrial 5. The Secretary of State for Employment said that the July 
Affairs monthly count of the numbers of unemployed, to be published that 

day, would show a total of 786,000 registered unemployed. This 
was 62,000 higher than the June count and represented an increase 
from 3-2 to 3-4 per cent. Included in the total were 24,000 adult 
students, who were seeking vacation work; and this figure would be 
separately identified. It had not proved possible, however, to arrange 
for these students to be excluded from the seasonally adjusted 
unemployment figures, which would similarly show an increase from 
3-2 to 3-4 per cent. It was hoped that the measures of reflation 
which the Government had recently announced would diminish the 
criticism with which these high figures would otherwise be received. 

SECRET 
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The Chancellor of the Exchequer said that in the course of the 
economic debate on 20 July both he himself and the Secretary of 
State for Employment had emphasised that the measures taken by 
the Government and the Confederation of British Industry were the 
occasion to intensify, rather than to relax, the pressure to reduce 
the level of wage settlements; that the Government would make this 
a main objective in the pay negotiations for which they were them
selves responsible; and that they would expect other employers in 
both the public and the private sectors to conduct negotiations to 
the same end. He had also expressed the hope that the Trade Unions 
would now consider how best they could make a positive contribu
tion to securing the necessary restraint in wage claims. The initial 
reaction of the General Secretary of the Trades Union Congress had 
been as satisfactory as could be expected; and for the present it might 
be best for Ministers to refrain from further public exhortation, 
which could jeopardise the prospects of securing the desired response 
from the Unions at the August meeting of the National Economic 
Development Council. But the Government would need to continue 
to show undiminished firmness in dealing with public sector pay 
claims; and the forthcoming negotiations on the pay of local authority 
manual workers would be as critical to the continuing success of the 
Governmenfs policies as the pay negotiations in the electricity supply 
industry in the previous winter. Ministers should therefore take 
special steps to ensure that the local authority employers understood 
the importance of dealing firmly with the claim by their manual 
workers, whose unions would be likely, after their success in the 
previous year's negotiations, to press the claim strongly. It would 
also be desirable to review the related contingency plans for dealing 
with any industrial action which local authority workers might see 
fit to take. 

In discussion it was recognised that the local authority employers 
were giving the Government their full co-operation by confining 
the offers which they were making in response to the current claims 
by their staffs within the range of per cent which the Govern
ment had made their target for public sector settlements in the new 
round of negotiations. But their present resolve might weaken unless 
the Government showed similar firmness in handling negotiations 
for which they themselves were directly responsible. The recent 
arbitration award for teachers, following the earlier pay research 
award to the non-industrial Civil Service, would add to their difhcul
ties. There would be other exceptional cases, for example where 
groups of workers had an established pay link with the Civil Service, 
which would present special difficulty; and the Ministerial Steering 
Committee on Pay Negotiations had already commissioned a full 
review of the validity of these pay links and of the present procedures 
for deciding the appropriate remuneration of such groups. 

The Prime Minister, summing up the discussion, said that he 
had asked for the methodology of the statistical returns of unemploy- \ 
ment to be reviewed in order to secure greater clarity and consistency ] 
of presentation. The Cabinet agreed with the suggestions of the i 
Chancellor of the Exchequer about the tactics which would be best I 
calculated to further the Governmenfs objectives in securing a 
satisfactory response from the Trade Unions on pay restraint; and I 



they endorsed his proposals for dealing with forthcoming wage claims 
in the public sector. They noted that the Ministerial Steering Com
mittee on Pay Negotiations were reviewing existing pay links and 
procedures. The Home Secretary should also arrange for an early 
examination of the detailed tactics to be followed in dealing with the 
pay negotiations with local authority manual workers and for a review 
of the contingency plans for anticipating any industrial action which 
might develop in this context. 

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

SECRET 
6. The Cabinet considered a memorandum by the Chief 

Secretary, Treasury (CP (71) .87) about the proposals for additional 
public expenditure during the period to 1975-76 and the arrange
ments for the next stage of the public expenditure review. 

The Chief Secretary, Treasury, said that at their meeting on 
29 June the Cabinet had invited the Chancellor of the Exchequer to 
discuss with the Ministers who were proposing additional expenditure 
whether or to what extent such proposals could be accommodated 
by savings within their own respective programmes. In CP (71) 87 
he had set out the stage which had been reached in each of these 
discussions, apart from steel investment, on which Ministers awaited 
the report of the inquiry later in the year. Although there had been 
considerable progress towards the objective set by the Cabinet, the 
outcome of the discussions confirmed the need for a wider review 
directed to finding further offsetting savings from public expenditure 
programmes as a whole. Such a review must also allow for the 
possibility that alternative savings would now also be required to 
replace those which the introduction of graduated National Health 
Service prescription charges had been expected to yield. He 
proposed, therefore, that he should now arrange for an inter
departmental review by the Public Expenditure Survey Committee 
of the means by which, as consistently as possible with Government 
policies generally, the remaining net totals of proposed additional 
expenditure could be matched by reductions. The Central Policy 
Review Staff would be associated with this review, which should be 
completed in time for the matter to be further considered by the 
Cabinet in September. The possibility of further reductions being 
needed for other reasons, such as an increase in the general pressure 
of demand or in the level of steel investment, should be borne in mind 
in the review. The Cabinet might also wish to consider whether any 
of the additional proposals should be regarded as exempt from further 
scrutiny in the context of the interdepartmental review, even though 
final decisions on such proposals should still await the further discus
sion by the Cabinet in September. 

In discussion the Cabinet agreed that the proposed additional 
expenditure on health and personal social services, legal advice and 
assistance, and education need not be scrutinised in the context of 
the interdepartmental review by officials, except in so far as expendi



ture on universities might need to be further considered in the light 
of any preliminary indications of the outcome of the Programme 
Analysis and Review Study of higher education. Civil defence had 
recently been examined by the Ministerial Committee on Home 
Defence, who had concluded that further study should be given to 
the possibility of re-allocating expenditure within the present ceiling. 
On overseas aid it was accepted that the aid programme could not 
be adjusted to conform- with each revised forecast of gross national 
product. But the aid programme was now likely to represent a 
significantly lower proportion of gross national product in 1972-73 
than had previously been planned; and it would be right for the 
interdepartmental review to examine this problem and also to con
sider whether the needs of the under-developed countries for aid 
would be modified by the present higher world prices for primary 
commodities. As regards the defence budget, the examination had 
not yet been completed; and the review would therefore need to be 
based on alternative assumptions, either that savings would be 
required to match the additional provision proposed for 1975-76 
or that no additional provision would be required. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that an interdepartmental study by the Public 
Expenditure Survey Committee should now be arranged to examine 
how the outstanding proposals for additional public expenditure 
could be matched by reductions and to consider the other points 
made in the discussion. The outcome of this review should be 
reported to the Cabinet in September. It was important for the 
Government to retain sufficient freedom of manoeuvre if the pressure 
of demand should become excessive in 1973-74; and the review 
should take this risk into account, together with the possibility that 
further savings might be needed to match increased steel investment. 
The review should also take account of the potential need for further 
savings to replace those which had previously been assumed to arise 
from the introduction of graduated prescription charges. In the 
meantime, no announcement should be made of the intention not to 
introduce graduated charges. Decisions on the various proposals for 
additional expenditure should not be taken until the report of the 
interdepartmental review had been considered. When the Cabinet 
resumed their discussion in September, however, they should have 
regard to the need to take decisions sufficiently far ahead to enable 
the various expenditure programmes to be satisfactorily administered 
during the period until decisions were taken on the next annual 
public expenditure survey. 

The C a b i n e t 
(1) Took note, with approval, of the summing up of their	 discus-i 

sion by the Prime Minister. 
(2) Invited	 the Chief Secretary, Treasury, to arrange for an 

interdepartmental study by the Public Expenditure Survey 
Committee of the means by which the outstanding 
proposals for additional public expenditure might be 
matched by reductions, having regard to the points men
tioned in the Prime Minister^ summing up; and to report 
the outcome to the Cabinet in September. 
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CONFIDENTIAL 
8. The Cabinet considered a memorandum by the Secretary 

of State for Defence (CP (71) 85) about the pay of the Armed Forces. 

The Secretary of State for Defence said that, since the Cabinefs 
discussion in April of his proposals for an interim pay increase of 
9-1- per cent for the Armed Forces from 1 April, 1971, the Armed 
Forces Pay Review Body had begun their work and the Government 
had set, as their objective for pay settlements in the public sector for 
the remainder of 1971, a limitation of increases to 7^-8^ per cent. In 
conformity with this strategy he was now prepared to accept an 
increase of 8 per cent for the Forces; and, since it would be an 
interim award, it seemed unnecessary to ask the Pay Review Body 
to express a view on it. The case for an interim increase rested on 
three grounds. First, the argument of equity was strong, since 
existing pay was based on fair comparisons at 1 December, 1969; 
and, although the Services had to some exent been shielded from rises 
in the cost of living, an award as low as the 5 per cent which had 
been suggested would be regarded as discriminatory and inconsistent 
with the claim that the Government attached importance to defence 
and to the role of the Forces. Secondly, an adequate interim award 
was needed to sustain recruitment. More recruits were needed if we 
were to avoid a critical and cumulative shortage which might call in 
question the Governmenfs ability to fulfil their pledges on defence. 
Third, a substantial interim increase at the present juncture would 
reduce the size of the embarrassingly large increase—of the order of 
25 per cent—which otherwise would probably be recommended in 
April 1972, as a result of the biennial review of Service pay by the 
Pay Review Body. His revised proposal would reduce the cost to 
about £47 - 7 million net, after taking into account concurrent 
increases in food and accommodation charges. He remained unable 
to offer offsetting savings in 1971-72, without unacceptable con
sequences for defence policy; and the increase should therefore be 
regarded as a pay/price increase, as had already been agreed for the 
larger increase within which it would be absorbed with effect from 
April 1972. 

In discussion it was pointed out that the introduction of the 
military salary had been part of a composite agreement between the 
Treasury and the Ministry of Defence, in which no provision had 
been made for an interim increase in Forces' pay. I t would therefore 
be necessary, if an 8 per cent increase were awarded, to make special 
provision for nearly an additional £50 million net of public expendi
ture, which should be offset by savings either from the Defence 
budget or from other Votes. Moreover, single Servicemen were to 
some extent protected from the full impact of the increase in the cost 
of living by cheaper food; and rents for married men were mostly 
subsidised. There was therefore no direct comparison with the pay 
of civilian analogues. The effect of recent tax reductions should also 
be taken into account in assessing changes in real incomes. Recruit
ing had recently improved, at least in two of the Services; and the 
unduly high rate of wastage might well be due to a dislike of Service 
life rather than to dissatisfaction with pay. 



On the other hand, there was considerable support for an interim 
pay increase—which the senior officers had already r e c e i v e d 
provided that it was at a level which was consistent with the Govern
menfs strategy for pay increases in the public sector. Pay agreements 
of more than one year's duration could not equitably be enforced in 
a period of marked inflation. Moreover, the level of recruitment 
was still too low; and the target might need to be set even higher to 
compensate for accelerating wastage if pay levels did not keep pace 
with comparable earnings in civilian life. 

In further discussion of the size of any interim increase which 
might be awarded it was emphasised that an increase of 8 per cent 
would not be compatible with the measures to combat rising costs 
and prices which had been announced by the Chancellor of the 
Exchequer earlier in the week. The Government must now seek to 
achieve a further reduction in the general level of pay settlements; 
and they should be concerned to maintain the firm line taken in 
relation to the negotiations with the steel workers, which had led 
to an interim settlement on the basis of an increase of no more than 
6-6 per cent. Although a difference of 1 per cent or less in the interim 
award to the Forces might not be significant in relation to the size of 
the biennial award in 1972 or to the level of public expenditure 
involved, it could exert a considerable psychological impact on pay 
negotiations elsewhere. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed in principle that the Armed Forces should be given 
an interim pay increase, even though it seemed unlikely that it would 
be possible to find any offsetting savings from the Defence budget. 
There were varying views, however, about the most appropriate level 
of the increase. He would discuss the matter further with the 
Chancellor of the Exchequer, the Secretary of State for Defence and 
the Secretary of State for Employment in the light of the views 
expressed during the discussion and of further information, which 
the Secretary of State for Employment should provide, about the 
repercussions of an interim award on pay negotiations in other 
sectors, with particular reference to existing agreements which were 
effective for more than one year. The Secretary of State for Employ
ment should also take steps to ensure that, in assessing changes in 
circumstances affecting pay, the Pay Review Bodies took account of 
factors which affected real incomes, such as reductions in taxation, 
and not solely of increases in the cost of living. 

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

Pay of 
Designated 
and General 
Grades 

1. The Cabinet considered a memorandum (CP (71) 89) by the 
Secretary of State for the Home Department on the pay of designated 
and general grades in the National Health Service (NHS). 

The Home Secretary said that the pay of the 45,000 
Administrative and Clerical Staff in the NHS had for nine years been 
based on agreed relativities with the non-industrial Civil Service; 
and each increase in Civil Service pay had been reflected three 
months later in a comparable award to NHS staffs. The NHS 
negotiating committee was due to meet on the following day; and 
the Ministerial Steering Committee on Pay Negotiations had 
therefore considered whether it would be right to adhere to the 
accepted practice, which would require an offer approaching 
10 per cent from 1 April, in line with the recent awards, based on 
pay research, to non-industrial civil servants in comparable grades 
or whether the Government should break with past practice and 
restrict the offer within the range of 7£-8£ per cent which was their 
objective for public sector pay settlements in the second half of 
1971. Although there was not, in the case of the NHS, a clear 
written commitment corresponding to that recently given to the 
non-industrial Civil Service, an offer of less than 9^-10 per cent 
would breach the accepted procedures and would risk an immediate 
breakdown in the negotiations; this might result in an arbitration, 
the outcome of which might be incompatible with the Governments 
policy. On the other hand, an offer approaching 10 per cent made 
as late as July could have awkward repercussions on other current 
pay negotiations and might appear to breach the Governments 
policy at a time when, following the Chancellor of the Exchequers 
statement of 19 July, the unions would be watching closely the 
Governments resolution in their efforts to reduce the level of pay 
settlements. The Ministerial Committee had agreed that there was 
no middle course between, on the one hand, adhering to the 
relativities established for the NHS for the past 9 years, which 
would imply making an opening offer of at least % per cent, being 
prepared to settle at up to 10 per cent and defending this as an 
award to enable lost ground to be recovered and, on the other 
hand, making an offer in the range of per cent, which would 
represent a clean break with the past and would have to be justified 
as being necessary in the national interest. 

The Secretary of State for Social Services said that negotiations 
on the 1971 pay settlements for the NHS must be regarded as 
having started in April, when an offer of 9 - 9 per cent, which had 
been agreed interdepartmentally, had been made to the secretarial 
grades. This offer was related to the central pay increase awarded 
to Civil Service grades, including secretarial grades, whose pay was 
not subject to pay research this year. At the time when that offer 
was made the corresponding Civil Service awards based on pay 
research had yet to be settled; and negotiations for the linked NHS 
designated and general grades were in effect adjourned pending the 
Civil Service pay research settlements. At that time, therefore, it 
had been generally assumed by both parties to the negotiations 
that the agreed relativities with the non-industrial Civil Service 



were still recognised and would be observed. It would be 
indefensible to seek now to change the basis of settling NHS pay in 
respect of the 1971 settlement; and, if the Government did so, they 
must expect to be faced with arbitration, militancy by the grades 
concerned and charges of bad faith, which would attract greater 
public attention than a prompt settlement based on the hitherto 
accepted relativities. The Government were, of course, fully entitled 
to give notice that they would not recognise these relativities for 
the future, even though this might not be wise: the present system 
had operated in general to restrain the level of pay increases over 
the years and any alternative system might well prove more costly 
in the long term. 

In discussion it was argued on the one hand that, although the 
NHS negotiations properly formed par t of the earlier round of pay 
increases, they would in fact be taking place at the end of July when 
other offers in negotiations which formed part of the current round 
were being limited to a maximum of 8^ per cent. These included 
the negotiations with the industrial Civil Service, which it was hoped 
to settle below 8£ per cent, and those with local authority staffs in 
which agreement had provisionally been reached on an average 
increase of 8^ per cent. If the NHS were now offered 10 per cent, 
there would be considerable risk that the unions concerned would 
seek to reopen that provisional settlement. Moreover, the Cabinet 
had only recently accepted that the economic measures announced 
by the Chancellor of the Exchequer on 19 July, together with the 
Confederation of British Industry's proposals for price restraint by 
its members, should be regarded as the occasion for intensifying, 
rather than relaxing, the attempt to reduce the level of pay 
settlements. In these circumstances the Government should not 
contemplate a settlement exceeding 8£ per cent in a field for which 
they were directly responsible, particularly since there was no 
formal commitment to adhere to the previous links between NHS 
and Civil Service pay. The fact that the unions had claimed a 
30 per cent increase for the NHS suggested that, for their part, they 
did not regard these links as binding. 

It was argued on the other hand that the Government had at 
least a strong moral obligation to observe existing procedures for 
settling NHS pay, which had consistently followed that of the Civil 
Service whether the awards in question had been generous or the 
reverse. It would seem particularly unfair to break the links in a year 
when a settlement, based on pay research, for the majority of those 
affected should allow them to make good their arrears in relation to 
the comparable levels of pay elsewhere. It should be perfectly 
possible, as in the case of the Civil Service, to present the NHS 
settlement as an award designed to make up lost ground and 
dictated by the need to observe agreed procedures. If, on the 
other hand, the Government were to breach those procedures and 
to restrict the offer to 7^-8^ per cent after negotiations had begun 
on the established basis, they would be bound to face charges of bad 
faith and an arbitration award which might be even higher than a 
negotiated settlement. Moreover, by continuing to observe the 
accepted procedures the Government could make a virtue of their 



consistency, particularly since in some cases, for example the 
scientific Civil Service, they had relied on the agreed procedures 
to justify very restricted offers. Since the principal union involved 
in the N H S negotiations was the National Union of Local 
Government Officers, who would be fully aware of the distinction 
between a settlement for the NHS according to accepted pay links 
and the quite different basis of settling the pay of local authority 
staffs, there should be no adverse repercussions on the provisional 
settlement already reached for the latter. 

The Prime Minister, summing up the discussion, said that the 
arguments had suggested that, although there was no written 
commitment to the existing basis of settling NHS pay, the 1971 
negotiations had in fact begun on the footing of an existing pay link 
and it appeared that the impression had been given that the pay of 
the designated and general grades would also be based on their 
previously accepted relativities with the Civil Service. If so, the 
Government might well be exposed to a charge of bad faith if they 
now sought to break these relativities in the current round of 
negotiations. The Ministerial Steering Committee on Pay 
Negotiations should therefore reconsider the position urgently in the 
light of this new information. In the event of disagreement about 
the offer which should now be authorised, the Cabinet would consider 
the matter again at their meeting on the following day. The question 
of maintaining the links between NHS and Civil Service pay for 
the future would be a matter for the Committee to consider as part 
of their general examination of existing pay links and procedures. 

The Cabinet— 

Took note, with approval, of the Prime Ministers 
summing up of their discussion and invited the Home 
Secretary to arrange for the Ministerial Steering 
Committee on Pay Negotiations to proceed accordingly. 

CONFIDENTIAL 
2. The Cabinet considered a memorandum by the Lord Privy 

Seal (CP (71) 90) on non-industrial manpower in the Civil Service. 

The Lord Privy Seal said that his discussions with Departmental 
Ministers about the savings which could be made in Civil Service 
non-industrial manpower had so far resulted in undertakings to 
reduce numbers by nearly 4,000, the most significant contributions 
haying been made by the Ministry of Defence and the Treasury. 
This, however, was less than half the planning target of a 2 per cent 
reduction accepted by the Cabinet; and on this basis the number 
of non-industrial civil servants would rise to over 506,000 by the 
end of the current financial year, an increase of nearly 10,000 since 
the General Election in 1970. He hoped to be able to reduce 
the number below 500,000 again on 1 April, 1972; and the removal 
of the Civil Aviation Authority from the definition of the Civil 
Service would contribute to this end. Nevertheless, it was clear 
from his consultations with Ministers that, in their view, 
implementation of essential policies made some rise in total 
numbers inevitable. There were particular difficulties in some 



Departments, especially those concerned with the high level of 
unemployment. If numbers were not to rise to 529,000 by April 
1975, early decisions would have to be taken on a number of 
services whose cessation or transfer outside the Civil Service would 
lead to a reduction in the total strength of the Service. Where 
decisions could not be taken by October a considered judgment on 
the prospects was needed to assist future planning. He intended to 
make proposals for improvements in the presentation of staff 
requirements by the end of September. Although no form of 
presentation could fully conceal a rise in numbers or, indeed, 
disguise the true significance of the transfer of work from the Civil 
Service, he would seek to put the numbers employed by 
Government Departments in a more correct perspective as a small 
part of the total manpower employed by the public sector; and he 
would try to direct attention away from the mere aggregate of 

:,	  civil servants in total to the relative numbers engaged in different 
categories of work, in particular distinguishing between headquarters 
staff and those employed on executive work and between those 
employed on civil activities and defence work. 

In discussion it was emphasised that regard must be paid to the 
actual needs of Departments in relation to the situations which they 
faced. For example the high level of unemployment would impose 
a continuing additional strain upon the staff of the Department of 
Health and Social Security, who were already under heavy pressure 
on account of other commitments. Subject to considerations of this 
kind, there should be broad parity of treatment as between 
Departments; but in present circumstances it would not be realistic 
to seek to present staff reductions as being attributable mainly to a 
reduction in the level of Governmental activity. 

The Prime Minister, summing up the discussion, said that the 
Cabinet noted that the reductions in staff forecast by Departmental 
Ministers were insufficient to prevent a rise in numbers of non
industrial civil servants before the end of the financial year and 
that the Lord Privy Seal would make proposals by the end of; 
September for a new system of presenting manpower requirements. 
They agreed that the Lord Privy Seal should continue his discussions 
with a view to ensuring a reduction of the total number below 500,000 
on 1 April, 1972, assuming that the Civil Aviation Authority was then 
removed from the definition of the Civil Service. They also agreed 
that firm decisions should be taken before the end of October on 
proposals for the transfer of work outside the Civil Service or the 
abandonment or reduction of Departmental functions and that, for 
those cases in which decisions could not be reached by that time, 
precise assessments of the prospects of making significant changes 
should be made. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers '] 
summing up of their discussion. 
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1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. It was proposed that 
the House should rise on Thursday, 5 August, and should reassemble 
on Tuesday, 19 October. The House of Lords might need to return 
a few days earlier. 

SECRET 
2. The Foreign and Commonwealth Secretary said that it was 

necessary to consider what action would be appropriate following 
the execution by the Sudanese Government of the leaders of the 
recent abortive coup, including the two individuals who had been 
removed from the British Overseas Airways Corporation (BOAC) 
aircraft when it had been forcibly obliged to land in Libya. He had 
thought it right to send a personal message to President Nimeri of 
the Sudan, asking for clemency to be exercised in favour of the two 
men; and, although they had subsequently been executed, the fact 
that our intervention on their behalf had become public knowledge 
would do no harm. Meanwhile, President Nimeri's regime seemed 
to be effectively back in power; and this would probably be to our 
advantage, since they were at least committed to an anti-Communist 
policy. 

But, although there was therefore no scope for further action 
with the Sudanese Government in connection with these events, it 
seemed desirable that we should find some way of making known 
our displeasure to the Libyan Government, who had acted in an 
unprecedented and intolerable way in forcing a British civil aircraft 
to land in their territory. Our position for taking legal action, 
however, was not very strong. The Libyan Government were not a 
party to the International Air Services Transport Agreement; and our 
overflying rights in relation to Libya were based on a bilateral 
agreement which had been initialled but not yet ratified by the 
Libyan authorities. Any action which we might take against Libyan 
aircraft would be bound to provoke retaliation, which would most 
probably take the form of withholding rights which were of 
considerable value to us. In particular, there were currently 33 
BOAC overflights of Libya each week; and the Royal Air Force also 
relied on being able to use this route. Moreover, trade with Libya 
was developing well and offered very attractive prospects. On 
balance, it might be appropriate that no further contracts for arms 
sales should be completed with the Libyan Government for the time 
being and no further licences should be granted under existing 
contracts. But for purposes of public presentation it might suffice to 
indicate merely that we were reviewing our relations with the Libyan 
Government. He was consulting the United Kingdom Permanent 
Representative at the United Nations about possible action there. 
This might take the form of a letter to the Secretary-General, 
U Thant, indicating that we should wish to table a Motion for 
discussion in the appropriate forum. I t should be possible, for 
example at the General Assembly, to make good use of a protest 

- 1 1 B* 
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made by the Libyan Government at the time of the removal in 1970 
by the Israeli authorities of two Algerian passengers from a BOAC 
aircraft. 

In discussion it was generally accepted that, although the actions I 
of both the Libyan and Sudanese Governments were repugnant to us, I 
there would be no advantage in our reacting to them too I 
demonstratively. T o do so would inevitably put our own considerable 1 
interests at risk. Additional credit arrangements which had recently g 
been approved for the Sudan should accordingly be allowed to stand, j 
Investigation had shown that both the pilot of the aircraft and the 1 
civil aviation authorities in Malta had acted properly; but it would J 
be of interest to Ministers to receive a clear account of the incident, I 
indicating exactly what decisions the pilot had found it necessary I 
to take. It would also be appropriate to initiate action in the United I 
Nations designed to draw world attention to the irresponsible \ 
behaviour of the Libyan Government and to the need for 
international civil aviation arrangements to be observed in the 
interests of all. 

The Prime Minister, summing up the discussion, said that the 
Cabinet approved the action which the Foreign and Commonwealth 
Secretary proposed to take. 

The C a b i n e t 
(1) Took note. 
(2) Invited the Secretary of State for Trade and Industry to 

circulate to his colleagues an account of his Departments 
investigation into the incident. 

SECRET 
 3. The Foreign and Commonwealth Secretary said that in 

 accordance with a decision of the Defence and Oversea Policy 
 Committee our Ambassador to the North Atlantic Treaty 

 Organisation (NATO) was putting forward to the North Atlantic 
 Council a proposal under which Malta would be paid, as 

 " compensation " for a continued British military presence and the 
exclusion of forces of the Warsaw Pact Powers, an annual sum of 
£6^ million, of which the United Kingdom would be prepared to 
contribute £ 1 ^ million. Such an arrangement would be more 
advantageous to the Government of Malta than the payment of the 
residue of our aid liabilities under existing agreements. It would 
also cost us more, because the economic aid which Mr. Mintoff, the 
Prime Minister of Malta, rejected would have to be diverted to other 
countries if we were to fulfil our present undertakings on the total 
amount of our aid programme. Nevertheless, it appeared from 
preliminary soundings that NATO's response to this proposal was 
likely to be cool. The United States Government had indicated that 
they would not be able to contribute cash for the purpose; and other 
countries also appeared likely to find objections to our proposal, 
which entailed sharing the costs between member countries in the 
same ratio as other items approved for inclusion in the NATO 



Military Budget. He would be considering, in conjunction with the 
Secretary of State for Defence, whether another offer, more likely to 
be acceptable to NATO while being regarded as reasonable by 
moderate public opinion both here and in Malta, could be formulated. 

In discussion it was suggested that the argument for devising an 
improved offer to Mr. Mintoff was by no means self-evident. The 
present level of aid to Malta was generous, by some standards 
excessively so; and there seemed little justification for an offer which 
could be used by Mr. Mintoff to demonstrate that he could extract 
from us more favourable terms than his Nationalist predecessor, 
Dr. Bprg Olivier, had succeeded in obtaining, since this would merely 
provide him with material for consolidating his present marginal 
Parliamentary majority. Moreover, if the NATO countries were 
not prepared jointly to shoulder a financial burden to deny the use 
of Malta to Warsaw Pact forces, there was no obvious reason why we 
should regard it as part of our responsibility as a member of NATO 
to bear the whole of the cost ourselves. Against these arguments it 
was pointed out that the aim of devising an amended offer would be 
primarily tactical, in that there was very little prospect that 
Mr. Mintoff would accept the £6^ million offer even if N A T O 
endorsed it. Mr. Mintoffs political position vis-a-vis the Nationalists 
was considered by our High Commissioner in Malta to be stronger 
than his Parliamentary majority of one might suggest; and it was 
important therefore to break with him, if we had to, on a basis 
which showed his attitude to be demonstrably unreasonable. A 
complication was the widespread public belief, both here and in 
Malta, that the baseline for negotiations was an aid commitment of 
£5 million a year, whereas in fact our total outstanding liability under 
the Financial Agreement until March 1974 was less than £10 million. 

The Prime Minister, summing up the discussion, said that the 
Cabinet would wish to decide on the terms of any amended proposal 
for payments to the Malta Government. The Foreign and 
Commonwealth Secretary and the Secretary of State for Defence 
should jointly consider the situation in the light of the reception 
accorded by the North Atlantic Council to our earlier offer; and 
they should then put their proposals to the Cabinet for consideration 
in the following week. 

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

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

Secretary of State for Defence to circulate proposals 
accordingly. 

SECRET 
*4. The Foreign and Commonwealth Secretary said that he 

had hoped that the considerable progress which had been made by 
Lord Goodman towards finding the basis for a settlement with the 

* Previously circulated in a Confidential Annex 
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Rhodesian regime would have proved sufficient to justify his making 
a personal visit to Salisbury in the hope of settling outstanding points; 
and reporting appropriately to Parliament before the Recess. 
Unfortunately, it had become clear from the last message from the 
Rhodesian leader, Mr. Smith, that the discrepancy between our 
respective positions was still too wide for this to be possible; and 
he proposed therefore to conduct the next stage of the negotiations 
on the basis of a rather more deliberate timetable. H e had just sent 
a message to Mr. Smith indicating that it was essential, before any 
personal meeting could be arranged, to make more progress on the 
outstanding points, in particular the cardinal point of progress from 
parity to majority rule, and offering a further visit by Lord Goodman 
to Salisbury if Mr. Smith showed any inclination to reconsider his 
position. It might thereafter be appropriate for him to go to 
Rhodesia himself in the autumn, immediately after the Parliamentary 
debate on our application for membership of the European 
Communities. 

In a brief discussion it was suggested that there might be tactical 
advantage in deferring any Parliamentary debate on Rhodesia until 
the matter of our entry into the Communities had been disposed of. 
It was also recognised that in any event the passage of an Order 
renewing the application of sanctions, which would be due in 
mid-November, would be attended by difficulties which should not be 
underestimated. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that negotiations with the Rhodesian regime should 
be continued in the manner outlined by the Foreign and 
Commonwealth Secretary and that the best time for his visit to 
Salisbury, if the development of the negotiations warranted it, might 
be between the end of the debate on our entry into the European 
Economic Communities and the date on which the Sanctions Order 
would be due for renewal. 

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

CONFIDENTIAL 
5. The Secretary of State for Employment said that the 

arbitration award on the Post Office Engineering Union pay claim 
was disquieting. The Post Office Arbitration Tribunal, under the 
chairmanship of the new chairman of the Civil Service Arbitration 
Tribunal, Mr. Mustill, had awarded an increase of 11 per cent, 
compared with a claim for 13 per cent and an offer of 1\ per cent, 
in each case excluding an additional 2 per cent already agreed in 
respect of productivity. The award, which had evidently been based 
on comparability with Civil Service rates and a rise in the level of 
the retail price index by 10 per cent over the last 12 months, would 
be liable to have a damaging effect on the Governments efforts to 
reduce the level of wage increases. The arbitration had taken place 
under the Post Office's own agreed arbitration procedures and it had 
not therefore been possible for the Office of Manpower Economics 
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to advise the Tribunal. He was considering what guidance could 
usefully and properly be given to the members of arbitral bodies 
about those factors in wage claims which involved the national 
economic interest. 

The Home Secretary said that, since the Cabinet had last 
discussed the pay of the Probation Service, the Probation Officers 
had, at their annual conference, rejected an offer on the basis 
previously approved by Ministers. In addition, the local authority 
social workers had received a further pay increase of the order of 
8£ per cent. Taking into account both the Government^ agreed 
policy to expand the Probation Service and the reduced attractiveness 
of the Probation Service as compared with the local authority social 
service, the Ministerial Steering Committee on Pay Negotiations had 
now agreed in principle that the pay of the two services should be 
linked, in order to avoid further " leapfrogging " of pay claims. The 
Committee had agreed a pay scale which would follow the new local 
authority social workers' scale with the exception of the four highest 
points, in respect of which a more generous offer had already been 
made which would have to be honoured. This new offer, which 
would have effect from 1 April, 1971, for a period of 15 months, 
would be linked with a thorough and objective inquiry into the 
relative responsibilities and conditions of service of the Probation 
Officers and the local authority social workers, with a view to 
determining what link there should be in the future between the pay 
of the two services. The inquiry would be carried out with the help 
of the Office of Manpower Economics. He had put these proposals 
to the employers' representatives on the previous day; and they had 
agreed to try to secure their acceptance by the Probation Officers. 

, The C a b i n e t -
Took note of the statements by the Secretary of State for 
Employment and the Home Secretary. 

SECRET 
 6. The Cabinet considered a memorandum by the Secretary of 

 State for Trade and Industry (CP (71) 95) about the possibility of 
 creating a new enterprise based on the facilities of Upper Clyde 

 Shipbuilders Ltd. (UCS). 

The Secretary of State for Trade and Industry said that he had 
 now received the conclusions and recommendations of the Advisory 

Group set u p to advise him on possible ways of reconstructing those 
parts of UCS which were potentially viable. Although the Group 
had originally been doubtful of the prospects of viability of any new 
enterprise based on the facilities of the company, they had now 
concluded, after taking advice from shipbuilding experts, that a 
limited enterprise based on the Govan and Linthouse yards could be 
profitable, provided that certain conditions were satisfied, notably 
full co-operation between the trades unions and the management. 
They recommended the immediate disposal of the other yards and the 
transfer of the remaining U C S orders, which on examination had 



proved to be modest, t o the new enterprise. It was estimated that 
about £9 million would be needed to launch the new undertaking. 
In view of the weakness of the present order book and the generally 
low level of world demand for new ships, the Group did not expect 
that private equity capital could be attracted; and they considered 
that the Government should provide the necessary funds in the hope 
that the enterprise could be transferred to private ownership after 
its viability had been established. No great reliance, however, 
could be placed on the latter possibility; and it was likely that public 
support for the new enterprise would be needed for an indefinite 
period, contrary to the Governmenfs general industrial policy. On 
the other hand a refusal of Government support would have painful 
social consequences and would be difficult to defend in the light of 
the hopes which the Government had previously expressed. If it 
proved possible to implement the Group's proposal, the new 
enterprise would provide some 2,500 jobs compared with 8,600 
currently provided by UCS. The shipbuilders on the Lower Clyde 
could provide work for a further 1,000; and, together with Yarrow 
(Shipbuilders), they might be able to offer additional employment if 
more naval orders were in prospect, although this seemed unlikely. 
If, as appeared possible, the Scotstoun yard was repurchased by its 
former owners, this might provide work for a further 500 men. 

With some reluctance, he proposed that the Government should 
accept the Advisory Group's proposals and should be prepared to 
support the establishment of a shipbuilding enterprise in the Govan 
and Linthouse yards, including an investment of up to £10 million 
of public funds, provided that satisfactory undertakings could be 
obtained from the trades unions. Meanwhile, the two yards should 
be kept in operation through the Liquidator; but, if satisfactory 
agreements with the unions were not reached by 30 November, 
operations should not continue beyond the end of 1971. If necessary, 
an indemnity should be given to the Liquidator against loss on three 
contracts which might provide work for the yards in the interim 
period; working capital for this purpose should also be advanced 
to the Liquidator; and guarantees of completion should be given to 
the purchasers. If the Liquidator was not able to continue on this 
basis for the whole period, it might be necessary to introduce some 
alternative caretaker management. Any necessary funds would be 
drawn from the Civil Contingencies Fund. Estimates would 
thereafter need to be submitted to Parliament; and if a continuing 
operation was involved, legislation would need to be introduced as 
soon as practicable. Since the formal application for a winding-up 
order was now being submitted and the court would rule on it later 
in the week, an early statement to Parliament, a draft of which was 
appended to CP (71) 95, would be necessary. 

In discussion it was pointed out that until recently the Advisory 
Group had had serious reservations about the possibility of creating 
any viable enterprise from the facilities of UCS. Although they were 
now more confident on the basis of the technical advice which they 
had received, the evidence which had led to this change of view was 
not yet available to the Cabinet, who had before them only the 
Advisory Group's conclusions and recommendations. The creation 



of a new enterprise based on public funds, without any real certainty 
that it could be sold off later, was contrary to the Governments 
general industrial policy and would be unwelcome to many 
Government supporters. No provision had been made in the public 
expenditure forecasts for the initial expenditure or for any further 
contributions which might prove necessary later. Moreover, the 
conditions regarding trade union co-operation would be difficult either 
to obtain or to enforce. On the other hand it was argued that the 
announcement of the winding-up order would provoke considerable 
unrest in Scotland; and some militant action might be taken. The 
workers had been misled, both by their shop stewards and by the 
UCS management, into believing that UCS had been rounding the 
corner. Since the Government had said that they hoped to promote 
a reconstruction of the company and the Advisory Group had now 
suggested a possible way of achieving this, it would be necessary at 
least to make the attempt, provided that the conditions laid down 
by the Group could be satisfied. The presentation of the 
Governments response to the Advisory Group's recommendations, 
however, would be of critical importance. There was no reason why 
the Government should adopt a defensive posture in this matter. On 
the contrary they should make it clear that, while they accepted the 
basic principle of the report, the Advisory Group had emphasised 
that the proposed reconstruction was subject to a number of 
necessary prior conditions; and it was now for those concerned in 
Scotland to see that those conditions were complied with. In the first 
instance, for example, the Government might offer to subscribe only 
part of the capital, leaving the remainder to be found by private 
interests in Scotland. 

In further discussion the following main points were made: 

(a) The full report from the Advisory Group was not yet 
available. It should do no more than provide detailed arguments 
substantiating the conclusions and recommendations; but it was 
expected to be highly critical of certain individuals concerned with 
the management of the company. The Advisory Group would only 
be prepared to submit the full report if they were assured that it 
would not be published. On the other hand there would be 
considerable pressure for its publication. But, since the essence of 
the Group's findings was contained in the summary of conclusions 
and recommendations, these might be regarded as constituting the 
report for practical purposes; and the more comprehensive document 
should be treated as merely supplementary material given in 
confidence by the Group to the Secretary of State. Even so, it would 
be desirable to take the necessary steps to ensure that the published 
report would enjoy the full protection of Parliamentary privilege. If 
possible, however, this should not prevent its being made available to 
the Press at the same time as the Secretary of State made his statement 
in Parliament. 

(b) The Advisory Group suggested that other shipbuilders on 
the Clyde could employ the substantial numbers of additional men if 
further orders were placed by the Ministry of Defence. The 
constraints on the defence budget, however, made it unlikely that 
any relief could be provided in this way, although the possibility of 



defence orders being placed from abroad need not be excluded. It 
would be unfortunate if hope were held out in a published document 
that work might be made available, when this could not be provided 
in practice. The Advisory Group might be asked to consider, in these 
circumstances, whether the reference in their conclusions to the 
possibility of defence orders could be omitted. 

, (c) Some members of the Advisory Group had expressed 
willingness to play a part in implementing their proposal. They had 
felt that, if it was clear that UCS would not continue, there was a 
good chance that they could persuade the workers to co-operate in 
the new arrangement. 

(d) It was an established convention that legislation should be 
introduced to authorise expenditure on any continuing activity; and 
in principle this convention should be maintained. It would be 
undesirable, however, to enter into any firm commitment to introduce 
legislation until it was clear that the necessary conditions for the 
creation of the new enterprise would be fulfilled. Any interim 
expenditure financed from the Civil Contingencies Fund should 
therefore be for clearly defined objects and should be subject to a 
definite and early terminal date. 

(e) In any public statement it should be made clear that the 
position of the creditors would be properly safeguarded and that the 
Liquidator would be acting under the direction of the court. Any 
arrangement to continue work in the yards would be subject to his 
agreement. 

(/) Further consideration might be given to the possibility of 
announcing some expansion of retraining facilities in order to help 
those made redundant. The statement should also make it clear that 
redundancies would be phased over a period. 

(g) Further consideration should also be given to the need to 
make appropriate reference to foreign orders which had been placed 
with UCS and had not yet been completed. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that a new enterprise should be established on the 
lines proposed by the Advisory Group, provided that the conditions 
specified by the Group could be complied with. But the public 
announcement of this decision would need to take full account of 
the presentational points which had been mentioned in discussion. 
The draft Parliamentary statement annexed to CP (71) 95 should 
therefore be examined and revised accordingly by a group of 
Ministers consisting of the Lord President, the Secretary of State for 
Scotland, the Secretary of State for Trade and Industry, the Chief 
Secretary, Treasury, the Solicitor General and the Lord Advocate. 

The C a b i n e t 

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

(2) Approved	 the recommendations in paragraph 11 of 
CP (71) 95. 



(3) Invited the Secretary of State for Trade and Industry : 

(i) In consultation with the Lord President and the Law 
Officers, to arrange for the conclusions and 
recommendations of the Advisory Group to be 
published in such manner as would ensure that 
they enjoyed the full protection of Parliamentary 
privilege. 

(ii) To	 announce, in terms agreed by the group of 
Ministers indicated by the Prime Minister in 
his summing up, the Governments willingness to 
promote a new enterprise on the lines suggested 
by the Advisory Group, provided that the necessary 
conditions were satisfied. 

SECRET 
7. The Cabinet considered a memorandum by the Secretary of 

State for Trade and Industry (CP (71) 93), to which was attached a 
memorandum by the Minister for Aerospace, about the Rolls-Royce 
RB211 engine. 

The Secretary of State for Trade and Industry recalled that the 
Government had arranged to finance Rolls-Royce (1971) Ltd. to 
continue work on the RB211 engine for the Lockheed TriStar 
aircraft until 8 August, when the contract between the firm and 
Lockheed would come into force provided that by then the United 
States Administration had been authorised by Congress to guarantee 
the necessary additional credit for Lockheed and had assured us that 
they were satisfied of Lockheed's ability to complete the TriStar 
project. We had also stipulated that the airlines should by then 
have confirmed their orders to buy TriStars on the new terms. The 
United States Congress, however, would go into Recess on 6 August; 
and the Ministerial Committee on Economic Policy (EPC) had 
considered the three situations with which we might then be faced. 
If, before rising, Congress had authorised the guarantee, the airlines 
had confirmed their orders for the TriStar and the United States 
Government were able to give us the assurance which we had sought 
that Lockheed's would have the funds necessary to complete the 
aircraft, the Governments conditions would be fully met and 
production of the RB211 would accordingly continue under the 
new contract. If, on the other hand, the United States Congress 
took a clear decision before the Recess to reject the United States 
Administration^ guarantee proposals, the airlines would be unlikely 
to confirm their orders and it would be impossible for the United 
States Administration to satisfy the conditions which we had 
prescribed. The Committee had agreed that in that event production 
of the RB 211 engine should stop. The third, and perhaps most likely, 
situation was that Congress would have taken no firm decision either 
way by 8 August. The Committee had agreed that, on this 
hypothesis and provided that we were advised that there were 
reasonable prospects of our conditions being met when Congress 
reassembled in the autumn, work on the RB 211 should continue and 
we should be prepared, if necessary, to continue financing Rolls-Royce 
(1971) until the end of October at a cost estimated at a further £30 
million. While it would no doubt be necessary before Parliament 
rose to give the House of Commons some indication of the position, 
it might be desirable for tactical reasons to avoid announcing our 
willingness to continue financing the RB 211 after 8 August until as 

SECRET 
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late as possible, since such an announcement would weaken the 
pressure on the United States Congress to deal promptly with the 
guarantee legislation. One possibility might be for the Lord President 
of the Council to explain the position briefly to Parliament in the 
course of the debate on the Motion for the summer adjournment on 
5 August. But no final decision need be reached on this point or 
on the content of the statement until the course of events in the 
United States became clearer. 

In reaching their conclusion, EPC had taken account of the 
disturbing rise since the spring in the estimated cost of completing 
the project. They had felt that this reflected seriously on the 
judgment of the company's management and that it indicated the need 
for very early consideration of the possibility of making changes in 
the company's direction and ensuring a more regular and reliable 
supply of information to the Government. 

In discussion there was general agreement with the views 
expressed by EPC. It was suggested, however, that it would be 
desirable to seek to put greater pressure on the United States Congress 
to come to a clear decision on the guarantee legislation before rising 
on 6 August. We might, for example, let it be known that we would 
need to consider reducing work on the RB211 to a care and 
maintenance basis pending a firm decision. This might help to 
accelerate a decision by Congress. On the other hand we should 
not in fact be able to carry out such a threat without risk of 
bankrupting Lockheed. Moreover, in order to preserve the contract 
between Rolls-Royce (1971) and Lockheed after 8 August, the 
existing " t r igger" clause would require amendment; and this 
amendment could not be concealed from the United States authorities. 

The Prime Minister, summing up the discussion, said that the 
Cabinet endorsed the conclusions reached by EPC. They also agreed 
on the importance of taking early steps to strengthen the direction 
of Rolls-Royce (1971) and to improve the quality and flow of 
information from the company to the Government. The Foreign 
and Commonwealth Secretary should consider how we might best 
represent to the United States Administration our concern about the 
delaying tactics being adopted in the United States Congress on an 
issue of major industrial importance to both countries and our anxiety 
to secure a speedy decision. 

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

CONFIDENTIAL 
8. The Home Secretary said that the Ministerial Steering 

Committee on Pay Negotiations had reconsidered the position in 
relation to the pay claim of the National Health Service (NHS) 
Designated and General grades in the light of the fact that an offer 
amounting in total to 9-9 per cent had already been made to the 
N H S Secretarial grades. The Committee had been able to confirm 
that the offer made to the Secretarial grades had been based on the 
previously accepted relationship with the Civil Service; but they had 



riot been able to agree about the implications of this offer for the 
Designated and General grades. 

In discussion, although there was recognition of the risk that a 
settlement at 9-9 per cent, together with other settlements of more 
than 10 per cent which were currently being negotiated, would 
damage the Governments strategy for reducing the level of pay 
settlements in the public sector, the general view was that it was 
essential that the Government should not be seen to act unfairly by 
breaking the established link with the Civil Service. If all possible 
steps were taken to ensure that the settlement was presented as n o 
more than a "catching u p  " operation from the 1970-71 round of 
settlements, the public impact could be minimised. If, however, the 
link was to be retained on this occasion, it was questionable whether 
9 - 9 per cent was the minimum increase which could be held to be 
consistent with that decision. Moreover, the fact that the 
commitment to relativity with the Civil Service had been accepted 
without reference to Ministers in the case of the Secretarial grades 
was a cause ior some concern; in future, no increase in pay of more 
than 5 per cent, and no proposal to increase pay for the second time 
within a 12-month period, should be authorised without Ministerial 
approval. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed, on balance, that there was an obligation on the 
Government to maintain the pay link between the Civil Service and 
the NHS administrative and clerical staffs on this occasion. But the 
offer to be made to the Staff Side should be at the minimum level 
consistent wtih the maintenance of the link. The Secretary of State 
for Social Services should consult urgently with the Chancellor of 
the Exchequer and the Secretary of State for Employment, with a 
view to reaching agreement on the precise level of the offer to be 
made on this basis. In future no pay increase of more than 5 per 
cent, and no second increase within 12 months, should be authorised 
without Ministerial approval. 

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

up of their discussion. 
(2) Invited	 the Secretary of State for Social Services to be 

guided accordingly. 

Cabinet Office, 

28 My, 1971 
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1. The Cabinet were informed of the arrangements for the 
remainder of the current week before the summer Recess, including 
a proposed debate on Northern Ireland on the Motion for the 
Adjournment, and for the period after the Recess before Prorogation 
on 28 October. The decisive debate on our accession to the 
European Economic Communities would take place from 21 to 28 
October; and, despite the demand for additional time which would 
undoubtedly be made, it would be necessary to arrange for the final 
vote to be taken at 10 p.m. on the last day. 

The House of Lords might need to reassemble slightly earlier 
than the House of Commons in order to complete other outstanding 
business. As regards the debate in the Upper House on our 
accession to the Communities, it would be for subsequent 
consideration whether the final vote, which was likely to show a 
large majority in favour of the Governments policy, should take 
place on 28 October or on the previous day. 

i The arrangements for these debates after the Recess would need 
to take account of the fact that important issues in our negotiations 
for accession to the Communities, including the Fisheries Regulation 
and the arrangements for the Channel Islands and the Isle of Man, 
would probably not have been concluded before the final vote was 
taken. 

SECRET 
2. The Foreign and Commonwealth Secretary informed the 

Cabinet that it now seemed probable that at the forthcoming meeting 
of the General Assembly of the United Nations the United States 
Government would support the admission of the People's Republic 
of China to the Organisation but would also oppose the inevitable 
attempt to expel the Taiwan Government. If they maintained this 
" two-Chinas " policy without compromise, they might make it more 
difficult to pursue President Nixon's recent overtures to the People's 
Republic. But in the last resort they would probably acquiesce in a 
vote in favour of the expulsion of the Taiwan Government. 
Meanwhile, our negotations for the appointment of an Ambassador 
in Peking were making reasonably satisfactory progress. But they 
were complicated by the insistence of the Government of the People's 
Republic that Taiwan should be described in the relevant 
communique as a province of China. 

The Foreign and Commonwealth Secretary informed the Cabinet 
that the Government of India had now rejected the proposal by the 
Secretary-General of the United Nations that special arrangements 
should be made on the frontier between India and East Pakistan to 
enable the United Nations to try to persuade the refugees that they 
could safely return to East Bengal. The Indian Government had 
also required our voluntary organisations engaged in the relief of 
distress in East Pakistan to withdraw within 10 days on the ground 
that Indian resources were adequate to deal with the situation. These 
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developments offered little prospect of Indian co-operation in 
resolving the problem of East Pakistan. 

The Cabinet were informed that the United States Senate had 
now voted by a majority of one in favour of the United States 
Governments providing the necessary financial guarantee to enable 
the Lockheed Corporation to proceed with the TriStar aircraft. 
Provided that we were also satisfied that the requisite orders would 
be placed by the airlines, the future of the Rolls-Royce RB 211 
engine seemed assured. 

It was agreed that in these circumstances the Governments 
White Paper on the episode should be published in the fairly near 
future. The Cabinet should consider the precise timing of publication 
in September. 

SECRET 
3. In the course of a short discussion about Northern Ireland 

the Cabinet agreed that the Prime Minister, the Home Secretary, 
the Foreign and Commonwealth Secretary and the Secretary of State 
for Defence should be authorised to take whatever action might be 
required at short notice to deal with developments during the Recess. 

The Prime Minister informed the Cabinet that during his absence 
in the following week the Home Secretary would be in charge of the 
Government. 

SECRET 
 4. The Foreign and Commonwealth Secretary informed the 

 Cabinet that, provided that the regime in Salisbury responded to his 
 latest message to their leader, Mr. Ian Smith, it should be possible 

 to arrange the next stages in the negotiations in such a way that the 
 issue would not come to a head in Parliament until the following 

 Session. 

SECRET 
5. The Cabinet considered a memorandum by the Secretary 

of State for Trade and Industry (CP (71) 97) about the Rolls-Royce 
M45H engine. 

The Minister for Aerospace said that Rolls-Royce Ltd. had been 
partners with a French engine company, SNECMA, in developing 
the M45H engine for a small German passenger aircraft, the 
V F W 614. The original estimated development cost of £20 million 
had been financed in agreed proportions by the German Government, 
Rolls-Royce and SNECMA; and the British Government had not 
been directly involved. The estimated cost had now increased to 
£37 million and might reach £45 million. Rolls-Royce (1971) Ltd. 
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had not yet assumed contractual responsibility for the project. Until 
recently they had been prepared to take it over, provided that the 
German Government and S N E C M A contributed their share of the 
increased development cost and that a higher selling price for the 
engine was negotiated. They had now concluded, however, that the 
project was unlikely to be profitable; and, while they would have 
preferred a Government indemnity against any loss on development 
or production, their latest suggestion was that the Government should 
provide launching aid u p to a maximum of £9 million, leaving them 
to finance production and to bear the remaining risks of the project. 

On commercial grounds there was no case for continuing the 
venture; and it was for consideration whether the Government should 
become involved at all. Termination of the project, however, would 
involve substantial claims for damages against the Rolls-Royce 
Receiver; it would constitute a setback to the hopes of increased 
European collaboration on aero-engine projects in future; and it 
might affect the German attitude towards continued collaboration 
with us on the Multi-Role Combat Aircraft (MRCA). If these 
considerations were regarded as overriding, the best course would be 
to offer launching aid within a maximum of £5 million, on condition 
that Rolls-Royce negotiated satisfactory terms with the German 
interests and with SNECMA and obtained the agreement of the 
former to a substantial increase in the engine selling price, to a review 
Of delivery dates and to German financing of any " stretched " version 
of the engine which German requirements might entail. Since these 
negotiations would have to take place during the Recess, the Cabinet 
might wish to give some preliminary consideration to their attitude 
if Rolls-Royce were unable to achieve a settlement on this basis. 

In discussion it was argued that, while the termination of the 
M45H project was not likely to lead the German authorities to cancel 
the M R C A undertaking outright, it could affect our chances of 
securing an increased share of avionics orders under the M R C A 
development programme. At a time when the future of the British 
aerospace industry was still under examination following the failure 
of Rolls-Royce Ltd. it would be inappropriate to take action which 
would prejudice future European collaborative projects, on which 
the industry was likely to depend. The effect on employment in the 
United Kingdom also ought to be carefully considered before any 
decision to terminate the M45H project was taken. On the other 
hand it was argued that, if this venture was allowed to continue, 
Rolls-Royce (1971) Ltd. would be participating in a further 
uneconomic project in addition to the RB211 engine and the 
Concorde aircraft. Any risk of damage to our interest in the M R C A 
project might be reduced by delaying a final reply until the end of 
August. The effect on employment would be felt mainly in Bristol 
and Coventry; and a contribution of £5 million to the project could 
hardly be justified on employment grounds. It was probably 
unrealistic to suppose that, once launching aid was given, it could 
be limited to a single payment. It would be an addition to public 
expenditure which had not been provided for in the latest public 
expenditure survey; and it would therefore require further offsetting 
savings in other programmes to be found. 



i In further discussion it was suggested that, if launching aid was 
to be given, strenuous efforts should be made to arrest further 
escalation in cost, not least by strengthening the management of 
Rolls-Royce (1971) Ltd. The launching aid should in any case not 
cover the total development cost. Negotiations should be based on 
the assumption that the development cost might eventually rise as 
high as £45 million. The German interests should be asked to 
contribute 50 per cent of the increased development cost; and, in 
addition to the other conditions proposed in CP (71)97, they should 
be asked to give a guarantee that the VFW 614 aircraft project would 
not be abandoned. 

The Prime Minister, summing up the discussion, said that the 
Cabinet accepted that the British interest in future collaboration on 
the M R C A and other European projects justified the provision of 
launching aid for the M45H engine project. Rolls-Royce (1971) Ltd. 
should now be asked to negotiate with the German Government and 
SNECMA on the basis proposed in paragraph 8 of CP (71) 97. The 
German Government should be asked to meet 50 per cent of any 
increased development cost and to give a guarantee that the VFW 614 
aircraft project would not be abandoned. If the negotiations could 
nOt be settled on this basis, the Cabinet should consider the matter 
again. 

;i The C a b i n e t -
Took note, with approval, of the summing up of their 
discussion by the Prime Minister and invited the Minister 
for Aerospace to proceed accordingly. 

CONFIDENTIAL 
Malta 6. The Cabinet considered recent developments in the 
Previous negotiations for a new agreement on defence and financial relations 
Reference: with Malta. 
CM (71) 42nd 
Conclusions, . The Foreign and Commonwealth Secretary said that at the 
Minute 3 previous meeting he had been invited to put forward, in association 

with the Secretary of State for Defence, proposals for a new offer to 
the Malta Government on the assumption that our original proposal 
to the North Atlantic Treaty Organisation (NATO) that we should 
contribute about £1£ million a year towards a N A T O cash offer of 
£6-1 million a year over a period of four to six years failed to attract 
the necessary support from our allies. Proposals had been drafted 
accordingly; but changes in the past 24 hours had made it 
inappropriate for the Cabinet to consider them substantively. During 
the week-end the United States Government had conditionally agreed 
to offer up to £2 million a year towards our proposed £6% million 
offer; and, in view of this encouraging response, he had obtained 

I the; agreement of the Prime Minister and of the other Ministers 
principally concerned to the proposal that, at the Nor th Atlantic 

: CounciTs further meeting on 2 August, we should offer alternative 
contributions of £5 million a year in economic aid, or £ 1 ^ million 
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a year in cash together with £3^ million in economic aid. The Italian 
Government were also likely to make a contribution of up to 
£1 million; and the Federal German Government might well do the 
same. On this basis the total should not be far short of the figure of 
£10 million a year which, in the view of the Secretary of State for 
Defence and himself, might represent a settlement which 
Mr. Mintoff would be unable to reject without alienating his own 
public opinion. But it might be desirable to increase the aid content 
of our own offer to £5 million, if this was necessary in order to raise 
the total of N A T O contributions to £10 million. 

In discussion it was pointed out that an offer of £10 million 
a year to Mr. Mintoff would represent a very considerable 
improvement over the terms which his Nationalist Party predecessor, 
Dr. Borg Olivier, had accepted, since under existing agreements 
Malta would receive no more than £4 million in 1972-73 and 
£3 million or less in subsequent years. Mr. Mintoffs standing in 
Malta would therefore be greatly strengthened by an offer of the kind 
now envisaged, which might be interpreted as a virtual capitulation 
by the United Kingdom to the intransigence with which he had 
conducted the negotiations. On the other hand the strong N A T O 
interest both in enjoying the island's facilities and in denying them 
to the Soviet Union made it essential to demonstrate to the Maltese 
people that we were doing all that we reasonably could to seek 
an agreement. Mr. Mintoffs reactions were irrational and 
unpredictable; and we could not ignore the possibility that, if he felt 
himself rebuffed by the West he would turn to the Soviet Union, 
despite the political embarrassment which he might incur in doing so. 

, In further discussion the following main points were made : 

(a) So far the only positive indications of willingness to 
subscribe to a new financial agreement had come from the United 
States, Italy and the Federal Republic of Germany. An effort should 
be made to ensure that other Western Powers, especially France, also 
contributed. 

(b) Information from Belgian sources suggested that Mr. Mintoff 
had already modified his aims and would now be content to reach 
agreement on the basis of an annual payment of £18 million. This, 
though still far from reasonable, represented a considerable 
reduction from his original demand for £30 million a year; and it 
suggested that he might yet be persuaded to reduce his price still 
further. There were also some indications that, contrary to his 
earlier assertions, he would be prepared to receive part of the 
subvention in the form of economic aid. 

(c) It would be desirable to send an interim reply to Mr. Mintoff 
during the current week, indicating that we were still in discussion 
with our N A T O partners. The tactics of our substantive reply, 
however, might subsequently prove to be a matter of some difficulty. 
If we offered at the outset the full amount which we had in mind, 
Mr. Mintbff would be liable to regard this as merely an opening bid; 
and he would then proceed to seek to compel us to increase it. If, 
however, we initially offered a smaller sum, say £7 million, our 
attempt to show ourselves to the Maltese public as reasonable and 
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fair negotiators might not be realised. Moreover, Mr. Mintoff would 
probably be aware, through various unauthorised disclosures, of the 
exact	 content of the agreed NATO offer. 

(d) We must make it clear that in return for an offer of 
£10 million a year we should expect the exclusive NATO use of 
Malta's defence facilities, together with their denial even to countries, 
like Libya, who were not members of the Warsaw Pact. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that an interim reply to Mr. Mintoff, indicating that 
discussions within N A T O were still continung, should be sent at an 
early date. Meanwhile, efforts should be made to obtain adequate 
contributions to a NATO offer, together with a parallel offer in the 
case of France, from those countries which had so far failed to come 
forward. The maximum offer to Mr. Mintoff should be based on our 
own offer of a £ \ \ million cash contribution plus £3^ million aid, 
together with whatever sums our allies might be induced to volunteer. 
In the light of the final outcome of our approach to NATO, further 
consideration should be given to the negotiating tactics by the Foreign 
and Commonwealth Secretary and the Secretary of State for Defence. 
They should have discretion to determine the terms of our opening 
offer; but it seemed desirable to keep some margin in reserve for 
purposes of negotiation. 

The C a b i n e t 

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

(2) Invited the	 Foreign and Commonwealth Secretary and the 
Secretary of State for Defence to proceed accordingly. 

CONFIDENTIAL 
7. The Cabinet considered a memorandum by the Secretary of 

State for Employment making proposals to restrict further the 
employment of foreign workers in Great Britain (CP (71) 92). 

The Secretary of State for Employment said that, when the 
Cabinet had considered in May proposals for further restrictions on 
the employment of foreign workers in Britain, they had reached 
general agreement in principle but had decided that a change of 
policy should not be announced until our negotiations for accession 
to the European Economic Communities (EEC) had made further 
progress. The position in this respect was now clear; and he 
accordingly proposed that no further permits to work in industry 
and commerce (apart from hotels and catering) should be issued 
for unskilled and semi-skilled men from foreign countries other than 
those which were members, or candidates for membership, of the 
EEC. This proposal had been generally accepted by the other 
Ministers concerned. As regards foreign workers in the hotel and 
catering industry, there should be further restrictions on the issue of 
permits for semi-skilled workers and seasonally employed unskilled 
workers. This would be achieved by establishing a quota of 3,500 



for such workers for 1972 from all foreign countries other than 
members, and candidates for membership, of the EEC. A 
signifipantly larger quota would not constitute an adequate 
inducement to our hotel and catering industry to recruit, train and 
provide suitable working conditions for British nationals. At a time 
of, substantial unemployment it seemed clearly desirable to exert the 
maximum possible pressure on the industry in this direction. In 
view of the proposed discrimination in favour of nationals of EEC 
member countries and of countries applying for membership of the 
Communities, the Cabinet might think it desirable that the 
announcement of the proposals as a whole should be deferred until 
after the Parliamentary debate at the end of October on United 
Kingdom accession to the EEC. 

The Minister for Trade said that a very large expansion of the 
British hotel industry was now in t rain; some 41,000 new hotel rooms 
would be available in England by 1972. There was no prospect of 
obtaining additional labour on the scale required if the quota were 
as low as that proposed by the Secretary of State for Employment. 
If, however, the number of foreign workers allowed to enter in 1972 
were reduced by 1,000 or 2,000 rather than by the 4,000 implied by 
the Secretary of State's proposal, this would impose the necessary 
pressures on the industry without making it impossible for them to 
recruit sufficient staff. 

In discussion it was pointed out that many workers regarded 
hotel and catering employment as essentially menial and accordingly 
preferred, even at considerable financial penalty, to remain 
unemployed rather than to take such work. In the last 10 years 
British nationals had absorbed most of the additional skilled jobs 
available in the industry; and foreign workers had in the main 
provided the unskilled labour, which tended to be poorly paid and 
to provide less attractive working conditions than other employment. 
Moreover, in the absence of any restrictions on nationals of member 
States of the EEC, the only effect of the proposals before the 
Cabinet would be a larger influx of Italian workers to replace the loss 
of Spanish and Portuguese. On the other hand the hotel and catering 
industry was a major growth industry in this country; and, if 
employment was to be provided for those who could no longer find 
employment in declining industries, a real effort must be made to 
ensure that the hotel and catering industry provided unskilled and 
semi-skilled, as well as skilled, work for British nationals. 

The Prime Minister, summing up the discussion, said that the 
Secretary of State for Employment, the Secretary of State for Social 
Services and the Minister for Trade should discuss the matter with 
the hotel and catering industry. It should be made plain that the 
Government were determined to reduce the number of foreign 
nationals employed on unskilled and semi-skilled work in the industry 
in order that more jobs might be available for British nationals; and 
it should be emphasised that suitable arrangements for obtaining and 
training the latter must be put in hand. The Ministers concerned 
should also consider with the hotel and catering interests how any 
prejudices on the part of British workers against taking employment 



in the industry might best be overcome. They should report the 
outcome of these discussions to the Cabinet in order that a decision 
on the level of the quota to be applied might be taken in time for 
announcement by the end of October. 

The C a b i n e t -
Invited the Secretary of State for Employment, the 
Secretary of State for Social Services and the Minister for 
Trade to proceed on the lines indicated by the Prime 
Minister in his summing up of the discussion. 

CONFIDENTIAL 
Student Union 8. The Cabinet considered a memorandum by the Secretary of 
Finance State for Education and Science (CP (71) 98) on the financing of 

student unions. 

The Secretary of State for Education and Science said that 
membership of student unions was normally compulsory. The 
unions' main source of income was the students' subscriptions, the 
level of which was fixed by agreement between each union and the 
academic institution concerned; in the case of students with 
mandatory awards, who constituted the majority, the subscription 
was paid direct by the local education authority to the union as part 
of the award. The funds were intended to provide recreational 
facilities for students and to support student activites such as clubs. 
But the unions tended to be controlled by politically conscious 
cliques; and money was being diverted from its proper purposes to 
the support of political demonstrations and extreme Left-wing 

. i activities. This stage of affairs was already in danger of becoming 
a public scandal and would deteriorate still further if no remedial 
action was taken. She therefore proposed to consult the Vice

' 1 . v .! : Chancellors and representatives of local education authorities and 
students about the desirability of an alternative arrangement whereby 
the provision of student facilities would become the responsibility 
of academic institutions and student maintenance grants would be 
somewhat increased in order to give the individual student the means 
to support the activities of his choice. The Home and Social Affairs 
Committee, however, while accepting that there were serious abuses 
in the present system, had doubted whether the benefits which would 
result from her proposals would outweigh the hostility which they 
would be likely to excite among student organisations. 

In discussion there was general agreement on the need to curb the 
misuse of union funds; but opinions differed on the wisdom of taking 
action at the present time. The reaction of the student unions would 
undoubtedly be hostile; and, although the response of the Vice-
Chancellors was less certain, it was unlikely that all who approved 
of the Governmenfs proposals would be prepared to say so in public. 
It would also be a mistake to place too much reliance on popular 
support. The great bulk of public opinion might sympathise with 
the proposals; but it would be less vocal than the critical minority. 



It might therefore be preferable to defer any initiative for some 
months and to use the interval to educate public opinion on the 
subject. 

On the other hand it was suggested that the misuse of funds 
resulting from domination of the unions by a minority was resented 
by the majority of students and was in itself a source of student 
unrest. The Government should not necessarily assume that the 
proposals would inevitably provoke a major controversy; instead, 
they should proceed with caution, sounding the ground as they went. 
The first step should be to consult the Vice-Chancellors, and, 
thereafter, the local education authorities on a confidential basis. In 
the light of those discussions it would be possible to decide whether 
to approach the students' unions. Meanwhile an attempt should be 
made to educate public opinion about the matter. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed in principle that the misuse of student union funds 
ought to be checked. There was some difference of opinion about 
the wisdom of initiating any action for this purpose at the present 
t ime; but on balance the Cabinet favoured an approach in confidence 
to the Vice-Chancellors and the local education authorities, 
suggesting changes on the lines advocated by the Secretary of State. 
A decision whether to approach the student unions and whether to 
take steps to prepare public opinion for changes in the present 
arrangements should be taken in the light of the outcome of these 
consultations. The Secretary of State should proceed accordingly, 
reporting to her colleagues as appropriate. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Secretary of State for 
Education and Science to act accordingly. 

SECRET 
*9. The Chief Secretary said that the Chairman of British 

Petroleum Ltd. (BP) had approached the Chancellor of the Exchequer 
earlier in the year inviting the Government to subscribe £70 million 
in 1971-72 to take u p their share of a rights issue of Ordinary Shares 
which would be announced on 23 September and would be intended 
to raise £140 million in total. BP's requirements had now been 
reduced to £120 million; and the Government had been asked to 
contribute £60 million, to be subscribed in two equal instalments in 
1971-72 and 1972-73. The Chancellor of the Exchequer hoped that 
the Cabinet would agree that we should accede to this suggestion. 
It would have little impact on demand, since it would represent a 
funding of existing BP loans and no offsetting savings in public 
expenditure would be required in order to provide for the 
subscription. If the Government refused to take up their rights, 
however, this might be interpreted as indicating that they had some 
doubts about the company's prospects; and general confidence in 
BP might be adversely affected. 



In discussion it was suggested that in present market conditions 
it should be possible for B P to obtain a larger proportion of its 
financial requirements from private investors and that the 
Government should therefore not take up their rights in full, 
especially since the cost to the Exchequer of borrowing the money 
would be substantially more than the dividends which we could 
expect to receive from the investment. On the other hand it was 
pointed out that since the British Governments first participation in 
BP early in the century the investment had proved extremely 
profitable and it was reasonable to expect that this further 
subscription would prove n o less advantageous over a period. 

The C a b i n e t -
Agreed that the Government should take up their share of 
the forthcoming rights issue by BP at a cost of £60 million 
payable in 1971-72 and 1972-73. 

Cabinet Office, 


3 August, 1971. 
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International 
Monetary 
Situation 

SECRET 
* 1 . The Prime Minister said that the President of the United 

States had announced on the previous evening a wide range of new 
economic measures. In the field of prices and incomes policy, the 
President had said that he was ordering a freeze on all prices and 
wages for a period of 90 days. He did not however have power to 
enforce this measure and had indicated that he was relying on 
voluntary co-operation to make it work. Second, he was proposing 
to stimulate the expansion of the economy by substantial tax reduc
tions. These, however, were to be offset by economies in 
Government expenditure, including a considerable reduction in 
foreign economic aid. Third, he was imposing a surcharge of 10 per 
cent on goods imported into the United States, in spite of the fact 
that the United States Government themselves had still not taken 
all the action to which they were committed under the Kennedy 
Round to reduce discrimination against foreign imports under the 
American Selling Price policy and the Buy American Act. Fourth, he 
had suspended the convertibility of the dollar into gold and had called 
for1 a reform of the international monetary system. If the London 
exchange market had been allowed to remain open after this 
announcement, there would have been a large inflow of unwanted 
dollars. Instructions had therefore been given to close the market; 
and, in view of the continuing uncertainty, it would remain closed on 
17 August. The immediate need was to obtain some further clarifica
tion of the intentions of the United States Government, in order that 
we could decide our broad objectives and the manner in which they 
coijld best be achieved. It was unlikely, however, that the London 
exchange market could remain closed for more than three days or 
so. This allowed very little time which to examine the complex 
issues involved; and we should have to consider what course to adopt 
if a settlement had not been reached before the market needed to 
be reopened. 

The Chancellor of the Exchequer said that Mr. Volcker, the 
Under-Secretary of the United States Treasury for Monetary Affairs, 
had arrived in London for a meeting with British, French, German 
and Italian officials. In a discussion between himself and 
Mr . Volcker before the Cabinefs meeting, Mr. Volcker had said that 
President Nixon was no t prepared to recommend to Congress an 
increase in the official dollar price of gold. Mr. Volcker had given 
the impression that this was a firm position. He had also indicated 
that, before the import surcharge was removed, the United States 
Government would want not only to see the establishment of a 
satisfactory pattern of exchange parities but also to have assurances 
about the removal of unfair trading practices. He had confirmed, 
however, that the United States had no complaint against the United 
Kingdom on this score. In reply to a suggestion that, once the 
exchange parity problem had been settled, it would be unfair to 
maihtain the surcharge against countries whose trade practices were 
no t disputed he had said that it was theoretically possible that the 

* Previously circulated as a Confidential Annex. 
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surcharge might be lifted against some countries and not others but 
that no decision had yet been taken on the way in which it would 
be removed. 

In the middle of the holiday season it had been extremely difficult 
to ascertain the reactions of other European countries. If possible, 
however, it was hoped to arrange a meeting between ourselves and 
the French, German and Italian officials after the meeting with 
Mr. Volcker. At that stage, however, it was unlikely that. these 
officials would be able to express firm views on behalf of their 
Governments. Meanwhile Mr. Schweitzer, the Managing Director of 
the International Monetary Fund (IMF), had arranged an immediate 
meeting of the IMF Executive Board; and it was understood that he 
would propose that there should be meetings of the I M F Board and 
of the Ministers of the Group of Ten in Washington in the course of 
the next few days. From our point of view there would be advantage 
in a meeting of the Ministers of the Group of Ten; and it would also 
be desirable first to have discussions at Ministerial level between 

. ourselves and the member countries of the European Economic 
Communities (EEC). It was in the general interest of the United 
Kingdom that the benefit which we had gained from the recent 
changes in other exchange rates should not be removed by a revalua
tion of sterling in relation to the dollar. Although our present 
current balance of payments was satisfactory, it was at present 
benefiting from the fact that the United Kingdom economy was 
working below capacity. Having regard to the burden which would 
be placed on our balance of payments in due course by the cost of 
entry into the EEC, it was not in our interest to adopt any course 
which would impair the existing surplus; and it was to be hoped that 
European countries would recognise this. ! 

In discussion it was pointed out that the United States Govern
ment appeared to be seeking the necessary adjustment of the dollar 
exchange parity by means of changes in the parities of other 
currencies. But, since the German, Dutch and Swiss currencies had 
recently been adjusted, the United States action seemed to be 
directed mainly at Japan; and it was unreasonable that a surcharge 
should be placed on imports from all her trading partners in order 
to achieve this objective, particularly when, as in our own case, there 
was no cause for complaint on the score of our trading practices. 
The United States Government might, however, have other objectives 
as well, such as an improvement in the terms of their offset agreement 
with the Federal Republic of Germany. Since it was probably 
unrealistic to expect agreed parity changes to be effected very quickly, 
there was a risk of growing confrontation between Europe and the 
United States; and the scope of the discussion could become extended 
beyond the international monetary system to other issues, such as 
the sharing of the European defence burden.. In the meantime the 
trade surcharge would have a serious effect on our exports to the 
United States, probably reducing them by $400 million or more. 
This could have undesirable effects on employment in our exporting 
industries; in particular, the surcharge might call in question once 
again the continuance of the Rolls-Royce R B 2 1 1 engine project. 



Even if a satisfactory pattern of exchange parities could be deter
mined fairly soon, Mr. Volcker had indicated that the United States 
Government would also require assurances on the removal of unfair 
trade practices; and in any case they would be tempted to maintain 
the surcharge until after the Presidential Election in 1972. Our 
action when exchange markets reopened would have to take account 
of the views of other European countries, which were not yet 
sufficiently known. It seemed impracticable to enforce a complete 
embargo on the inflow of dollars without detriment to ordinary com
mercial transactions. The alternative would be to allow the sterling 
exchange rate to rise above its present limits, either by widening the 
existing margins or by allowing the rate to float. There were 
drawbacks, however, in allowing the rate to rise. The Federal 
Republic had found already that their export industries were being 
adversely affected by the appreciation in the value of the Deutsche
nmrk. In our case, if the effect of an appreciated exchange rate were 
added to that of the trade surcharge, the effect on our exports could 
be very damaging. 

In further discussion it was suggested that in the long run the 
difficulties confronting the United States might only be solved by 
an increase in the official dollar price of gold. There were several 
reasons, however, why the United States Government were unwilling 
to seek Congressional approval of this course. The argument that 
it would tend to benefit the Soviet Union and South Africa would 
probably not be conclusive in itself. In addition, however, the 
United States Government maintained that, if a change were once 
made in the official price, it would increase the expectation of further 
changes and thus impair the stability of the international monetary 
system. The most compelling reason was probably that it would be a 
serious blow to the political prestige of the United States Govern
ment; and, now that President Nixon had stated categorically that 
he was not prepared to take this step, it was unlikely that it could be 
brought about, at least in the short term. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the United Kingdom should support the demand 
which was expected to come from the Managing Director of the 
I M F for a meeting of Ministers of the Group of Ten and that we 
should also seek to have discussions beforehand at Ministerial level 
with our future partners in the European Communities. He would 
consider further with the Chancellor of the Exchequer, in the light 
6f;. Mr.1 Schweitzer's message when it was received, how best these 
aims could be secured. On the substantive issues the Chancellor of 
the Exchequer should be guided by the views which had been 
expressed in discussion. In particular, he should seek to avoid a 
change in the parity of sterling with the dollar, on the grounds that 
any impartial assessment of the relative price levels involved, of the 
prospects for our balance of payments and of our trading practices 
in general provided no justification for the setback to our exports 
which the United States action1 would otherwise involve. The 
position to be adopted by the United Kingdom in the further inter
national discussions could only be finally determined, however, in 



the light of the outcome of the discussions with other European 
countries. 

The Cabinet— 

Took note, with approval, of the summing up of their 
discussion by the Prime Minister and invited the Chancellor 
of the Exchequer to be guided accordingly. 

SECRET 
Northern 2. The Cabinet considered current developments in Northern 
Ireland Ireland; the conclusions reached were separately recorded and 
Previous circulated only to The Queen, the Prime Minister and those 
Reference: Ministers who had to take action. 
CM (71) 43rd! 

Conclusions, The conclusions are recorded separately in the standard file held 

Minute 3 by the Secretary of the Cabinet. 


SECRET 
Malta -. : 3. The Cabinet discussed current developments in relation to 
Previous Malta. 
Reference: i 
CM (71) 43rd .". The Prime Minister reviewed the course of recent exchanges 
Conclusions, 	 with the Prime Minister of Malta, Mr. Mintoff, and the discussions 
Minute 6 	 which had taken place within N A T O on the response to be made to 

his; demands. On 13 August the Government of Malta had 
demanded acceptance by us of their proposals as the basis for 
detailed negotiations, coupled with an advance unconditional 
payment of £2 million, both to be conceded by the night of Wednes
day, 18 August; if we were to decline, they would regard both the 
British and NATO arrangements as terminated. Over the weekend 
we had tried to concert with our allies in NATO a message from 
the Prime Minister designed to leave open the possibility of further 
negotiations (for which the Secretary of State for Defence was ready 
to go to Malta) without conceding the demand for an unconditional 
cash advance. Although it had been our hope to secure NATO 
agreement on such a reply before the Maltese Parliament met at 
midday on 16 August, divergences of opinion within N A T O about 
an unconditional advance of funds had delayed the settlement of an 
agreed text reflecting the substance of our own views; and agreement 
had only just been reached. 

In discussion Ministers agreed that it was impossible to judge 
the extent to which the reply might prompt new demands from the 
Government of Malta. If it were delivered forthwith it might 
provoke a further message from Mr. Mintoff designed to exploit the i 
divergences of opinion within N A T O , particularly as regards the i 
unconditional advance payment, of which he was already aware. 

It was agreed that it would be most advantageous if the High 
Commissioner were not instructed to deliver the agreed reply to 1 



Mr. Mintoff until midday on 17, August. In the meantime it was 
believed possible that certain other members of the. N A T O Alliance 
(the United States and Germany) might take the initiative in 
providing the Maltese Government with an unconditional advance 
of funds. Such an initiative need: not necessarily affect our own 
position. For our part, however, we should stand firmly upon our 
own basic proposal, which had been endorsed by N A T O as a 
whole. 

The C a b i n e t 

(1) Invited	 the Foreign and Commonwealth Secretary to 
arrange for instructions to be sent to our High Commis
sioner in Valletta after midday on 17 August to deliver 
to Mr. Mintoff the agreed text of the Prime Minister^ 
message. 

(2) Invited the	 Secretary of State for Defence to hold himself 
in readiness to visit Malta, if Mr. Mintoff responded to 

:	 ; ;  ; the offer for immediate further discussion contained in 
ic, the Prime Ministers message. 

Cabinet Office, 

i 17 August, 1971. 
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International 
Monetary 
Situation 

Previous 
Reference : 
CM (71) 44th 
Conclusions, 
Minute 1 

SECRET 
* 1 . The Chancellor of the Exchequer said that, since the 

Cabinet had last considered the economic measures announced on 
15 August by the President of the United States, he had discussed 
the implications of those measures with the Finance Ministers of the 
European Economic Community (EEC) after their meeting in 
Brussels on 19 and 20 August. Although the Finance Ministers' 
meeting had been reported by the Press as a failure, it would in fact 
have been remarkable if they had been able to reach agreement on 
a new policy so rapidly, given, in particular, the differing positions 
of the French and German Governments on the choice between fixed 
and floating exchange rates. If the proposal before them for the 
adoption of fixed parities between their own currencies and a common 
policy of floating against the dollar had been agreed, it would hardly 
have been possible for him to avoid accepting in principle an 
invitation to associate sterling with such arrangements; and this 
could have led to public differences with the Community about the 
appropriate sterling parity with EEC currencies. As it was, however, 
his meeting with the Finance Ministers had been particularly 
valuable in establishing good working relations with them and in 
making it possible for us thereafter to keep in touch with them as 
regards both current developments in the monetary situation and 

"their discussions of longer-term problems in this field. Developments 
in London since the EEC meeting included the floating of sterling 
wheh markets reopened on 23 August; the control measures, made 
effective from 31 August, to reduce the opportunities for non-residents 
to earn interest on new holdings of sterling; and a decision to reduce 
Bank Rate that morning from 6 to 5 per cent. A change in Bank 
Rate was expected by the money market ; and, if it had not been 
made, the sterling rate against the dollar would clearly have risen 
further. The optimistic report on prospects for the balance of pay
ments up to the end of 1972 published that morning by the National 
Institute of Economic and Social Research was another factor 
affecting the timing of the change. The decision on Bank Rate was 
not inconsistent with the needs of the domestic economy although 
it had not been taken with these primarily in view. So far, the 
international monetary situation was not generally unfavourable to 
our trading prospects; the sterling appreciation against the dollar 
of some two and a half per cent was less than that of the EEC and 
Japanese currencies. 

Several further international meetings on the monetary situation 
were now in prospect. The Deputies of the Group of Ten would 
meet in Paris on 3 September; he was himself to meet the French 
Finance Minister on 7 September; Japanese Ministers were to visit 
Washington on 9 September; the EEC Finance Ministers would be 
re-assembling on 13 September; Ministers of the Group of Ten 
were to meet in London on 15 September; and later in the month 
there were the Commonwealth Finance Ministers' meeting in Nassau 
and the International Monetary Fund (IMF) Meeting in Washington. 
While it was our objective to achieve an early agreement on a 
restoration of fixed currency parities and the removal of the United 

* Previously circulated as a Confidential Annex. 



States import surcharge in the interest of restoring equilibrium to 
the world's money markets and removing obstacles to international 
trade, it seemed at the moment unlikely that the forthcoming meet
ings of the Group of Ten or the I M F would result in any early 
agreement on a pattern of currency parities or the longer-term basis 
for regulating the international monetary system. 

In discussion the following main points were made— 

(a) While there might be a case for not pressing for any early 
re-alignment of fixed currency parities and the likely effect of domestic 
economic expansion on our balance of payments might suggest that 
re-alignment in 6 months ' time rather than earlier would better serve 
the interests of our international trade, it was generally considered 
that it would be preferable to seek a return to fixed rates at an early 
date. Any agreement that might be reached was likely to include 
provisions for wider margins of fluctuation around the new parities 
and for greater flexibility generally in the monetary system. 

(b) Studies were in hand of the best means of influencing the 
Japanese Government to accept a realistic revaluation of the yen 
against the dollar. It was not yet clear whether, in allowing the 
yen to float at a level of some 6\ per cent above its previous dollar 
parity, the Japanese Government were merely making a minimum 
concession to United States' demands or were preparing the way for 
a larger adjustment. 

; (c) A reduction in mortgage rates consequent on the change 
in Bank Rate would depend on the building societies' assessment of 
their continued ability to attract and to retain investors' deposits. 
Any consideration of the possibility of encouraging them to reduce 
their rates would have to take account of the risk that a contraction 
of their resources for the financing of house purchase could have a 
damaging effect on housing policy. 

The Prime Minister, summing up the discussion, said that the 
Cabinet would wish to congratulate the Chancellor of the Exchequer 
on the skill with which he had dealt with a complex and difficult 
situation. The Cabinet agreed that the action so far taken had 
succeeded in demonstrating that the Government were well in control 
of the situation, were working closely with our future partners in 
Europe and were taking the steps necessary to protect our trading 
interests. It had been calculated that the effect of the United States' 
measures could be a loss in our exports to that country amounting 
tq £150 million in a full year, while a diversion of Japanese exports 
to Europe could cost us a further £75 million. These figures, which 
excluded the effect of any revaluation of sterling, indicated the 
importance of securing the early removal of the United States import 
surcharge. But it would probably be an illusion to suppose that 
this would be easily or rapidly achieved. 

! The C a b i n e t -
Took note, with approval, of. the Prime-Minister^ summing 

!! up of their discussion. 



SECRET 
Oversea Affairs 2. The Foreign and Commonwealth Secretary reviewed events 
Malta since the last discussion of Malta in Cabinet on 16 August, 1971. 
Previous The Secretary of State for Defence had visited Malta from 19-21 
Reference: August for detailed discussions with the Prime Minister of Malta, 
CM (71) 44th Mr. Mintoff. This meeting had at least dissuaded Mr. Mintoff from 
Conclusions, taking precipitate action whilst his demands were considered further 
Minute 3 within the North Atlantic Treaty Organisation (NATO). The 

response to our efforts to persuade our N A T O allies to match our 
own contribution to Malta had enabled us to raise the total of the 
collective offer to £8£ million per annum. This, however, was still 
far short of Mr. Mintoff's demand for £18 million (coupled with his 
apparent but erroneous belief that N A T O was in fact already prepared 
to offer up to about £13 million). Latterly, the Governments of the 
Federal German Republic and of Italy had indicated to us that 
they would be prepared to contribute a further £J million each if 
this was matched by an equal British contribution. If we agreed, 
this would raise the collective N A T O offer to £9i million. 

. This would still not approach Mr. Mintoffs demand. Because of 
our NATO allies' views, however, it m i g h t be wise to increase our 
own contribution on the lines proposed. A complicating factor was 
Mr. Mintoffs potential recourse to Libya, which he had just visited. 
Any Libyan financial aid to Malta, however, would probably be 

' made: conditional upon the removal of the British military presence 
from jthe Island; and it was doubtful w h e t h e r such terms would be 
acceptable even to the Malta Labour Party. The immediate question 

i was whether or not we should try to persuade Mr. Mintoff that the 
Secretary of State for Defence, on his return from holiday in mid-
September, should pay another visit to Malta in order to review the 
situation. If Mr. Mintoff was not prepared to wait until then, the 
Minister of State for Defence m i g h t be our spokesman. In either 
event our objective must be to keep discussions in play and to restrain 
Mr. Mintoff from precipitate action. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet agreed that it would be premature to increase our offer 
at the present stage, since this might merely encourage Mr. Mintoff 
to believe that still further concessions could be extracted from us. 
The position would be different if it later transpired that a small 
addition might secure a reasonable agreement. In order to keep 
the negotiations in being Mr. Mintoff should be informed that in 
our view it would be in the interests of both Governments for either 
the Secretary of State or the Minister of State for Defence to visit 
Malta in order to review the situation following the discussions in 
NATO. But we should avoid any implication at this stage that the 
terms of our offer might be improved; and we should also not 
encourage Mr. Mintoff to suppose that N A T O was likely to be 
prepared to offer anything like the amount of money which he 
himself had in mind. 

The C a b i n e t 

j i. Took note, with approval, of the Prime Minister^ summing 
u p of their discussion and invited the Foreign and Common
wealth Secretary and the Minister of State for Defence to 

, act accordingly. 



Berlin The Foreign and Commonwealth Secretary said that the 
provisions of the Four-Power Agreement on Berlin which was now 
awaiting signature were reasonably satisfactory. Basically, they 
represented a recognition of the realities of the present situation. The 

! most important features of the Agreement were that the Soviet Union 
would assume responsibility for ensuring the smooth flow of civilian 
traffic between Western Germany and the City of Berlin; that 
provision was made for discussions between the Governments of 
the Federal Republic and of East Germany about improved arrange
ments for inter-city contacts; and that the Federal Government would 
terminate certain of their political activities in Berlin. The main 
disadvantages in these arrangements were the acceptance of the 
de facto division of the City of Berlin and the implicit recognition 
of the East German Government. Before the parties could proceed 
to signature of the text (which had been arranged for 2 September) 
it would be necessary to resolve a dispute arising from a discrepancy 
between the respective translations made by the Governments of 
the Federal Republic and of East Germany. Whereas the Federal 
Republic^ text stated that " Berlin will continue not to be a part of 
the Federal Republic ", the East German text qualified this by adding 
" now or in the future ". The Federal Republic had asked us not 
to sign the Agreement until this discrepancy was resolved; and we 

j must clearly accede to their request. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet endorsed this conclusion. As regards the Agreement 
itself, however, it would be premature to over-emphasise its value to 
the West. The Soviet Government were in fact doing no more 
than undertaking to observe, as regards access to the city, obligations 
by which they had been bound since 1945, whereas the Western 
Powers had effectively conceded recognition of the East German 
Government. The provision in the Agreement for the establishment 

' of a Soviet Consulate-General in West Berlin was also a disagreeable 
concession. The essence of the matter was whether or not the Soviet 
Union would now abide by their undertakings and cease to 
exacerbate the Berlin situation. 

The Cabinet— 

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

India/Pakistan The Foreign and Commonwealth Secretary said that although 
Previous the Government of Pakistan were ready to accept the proposal that 
Reference: United Nations observers should be stationed on both sides of the 
CM (71) 43rd border between India and East Pakistan, the Government of India 
Conclusions, , remained wholly opposed to this suggestion. They were no doubt 
Minute 2 prompted in part by a refusal to be equated with Pakistan; but their 

attitude probably derived also from the fact that they were determined 
to conceal their support for the Bangladesh guerillas, who were 

! now thought to number some 20,000 and had achieved a number 
of damaging incursions in East Pakistan. Meanwhile, however, 
the flow of refugees into India continued; it was estimated that it 
had now reached a total of H million. The only means of reversing 
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this movement which seemed to offer any prospect of success was 
to post United Nations observers on both sides of the border; and 
wei must therefore persist in our efforts to persuade the Indian 
Government to accept them. 

As regards the situation within East Pakistan, President Yahya 
Khan had just appointed an experienced and capable civilian 
administrator as Governor of the Wing in succession to the Military 
Governor. 

The C a b i n e t -
Took note of the Foreign and Commonwealth Secretary's 
statement. 

SECRET 
- ' 3. The Cabinet considered the situation in Northern Ireland; 

the conclusions reached were separately recorded and circulated only 
t o The Queen, the Prime Minister and those Ministers who had to 
take action. 

The conclusions are recorded separately in the standard file 
 held by the Secretary of the Cabinet. 

Cabinet Office, S.W.1 

3 September, 1971. 
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1. The Chancellor of the Duchy of Lancaster recalled that 
since the Cabinet had last discussed our relations with the Govern
ment of Malta on 2 September it had been agreed to increase by 
£250,000 our offer of financial support to Mr. Mintoff largely as 
encouragement to some of our North Atlantic Treaty Organisation 
(NATO) allies who were only prepared to contribute, or to raise the 
level of their proposed contributions, if we increased ours. The 
proposed total United Kingdom contribution at present stood at 
£If million in cash and £3^ million of development aid per annum. 
Mr. Mintoff had accordingly been informed that the total amount in 
cash which might be contributed by ourselves and our NATO allies 
was now close to £10 million and that there would be substantial 
economic aid in addition. Mr. MintofFs reply had been characteristi
cally intemperate; he argued that the important matter of bilateral 
aid had been left very vague and that, pending clarification he would 
be obliged to take retaliatory measures against us. These had taken 
the form of the withdrawal of the right of our forces, conferred in 
the Anglo-Maltese Defence Agreement, to draw their requirements 
of petrol and oil without payment of customs duty. The cost to us 
would be of the order of £15,000 a month; but, more importantly, 
it would imply that our aircraft would be virtually grounded and 
that we should be required to continue negotiations under duress. 
The N A T O Council was meeting urgently; and it was proposed 
to try to ascertain how much our allies were prepared to contribute 
in the form of bilateral arrangements with Malta and to ask them, 
if possible, to quantify the aid which they were ready to offer. It 
should be made clear to the Government of Malta that any proposals 
for economic support would be based upon the conclusion of a 
satisfactory new Defence Agreement and that all sanctions would 
have to be removed before negotiations were resumed. 

In discussion it was agreed that the events of the past two weeks 
indicated the basic weakness of Mr. MintofFs position. In fact he 
had repeatedly had to abandon the successive ultimata which he had 
sought to impose; and ways could be found to ensure that the 
relatively mild sanctions which he had now invoked against us 
would not become too burdensome. Nevertheless, it would be 
prudent not to provoke him to take further retaliatory measures 
by increased Service activity at the present juncture. It was reason
able that Mr. Mintoff should ask for an indication of the amount 
of economic aid which he might expect to obtain from members 
of N A T O ; and, if bilateral negotiations could be started, it ought 
to be possible for sanctions to be suspended. At the same time 
we could not submit to repeated pressures to negotiate under duress; 
nor could we contemplate any further increase in our financial 
contribution. We should take account of the risk that Mr. Mintoff 
would seek to play one ally against another; and his action in the 
matter of the oil duties suggested that in any event he could not be 
trusted to observe any agreement which we might finally negotiate 
with him. 

- 1 4 B* 



The Prime Minister, summing up the discussion, said that the 
I Cabinet agreed that, while doing nothing to provoke a breach with 
i the Government of Malta, we ought to make it clear that we were 

not prepared either to increase the amount of our financial contri
. ; button or to negotiate under threat. This and the other points made 

in discussion would be reflected in the instructions which would now 
be sent to the British High Commissioner and to the United Kingdom 
Delegation to NATO. 

The C a b i n e t 

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

HM The Chancellor of the Duchy of Lancaster said that the Cabinet 
Ambassador, would have noted Press reports that the Tupamaros might be 
Montevideo preparing to release Mr. Geoffrey Jackson, H M Ambassador to 
Previous Uruguay. There was so far no reliable confirmation of these reports. 
Reference: But there were grounds for hoping that they might prove to be sub-
CM (71) 28th stantially t rue ; and H M Embassies in Montevideo and Santiago 
Conclusions, were keeping in close touch with developments. 
Minute	 2 

The C a b i n e t 

(2)	 Took note, with satisfaction of the statement by the 
Chancellor of the Duchy of Lancaster. 

M M	 SECRET 
:International ii*2. The Chancellor of the Exchequer said that his discussions 

Monetary with the French Finance Minister, M. Giscard d'Estaing, in Paris 
Situation on 7 September had confirmed him in the view that early international 
Previous agreement on a return to fixed currency parities was unlikely. Nor 
Reference: was it probable that the six Finance Ministers of the countries of the 
CM (71) 45th European Economic Community (EEC) would be able to agree in 
Conclusions, the near future on fixed exchange rates as between their own 
Minute	 1 currencies. The Six had decided that at their resumed meeting on 

13 September they would concentrate on determining their tactics 
at the group of Ten meeting on 15 September rather than on seeking 
to make progress on currency parities within the EEC. It appeared 
likely that they would strongly press the United States Government 
to make a positive contribution towards resolving the problems 
precipitated by United States actions in August, for example by 
increasing the dollar price of gold. The French Finance Minister 
believed that, if all the other members of the Group of Ten, together 
with the authorities of the International Monetary Fund, pressed 
strongly enough, the United States Government would give way on 
this issue. He himself believed this view to be over sanguine, in 
that President Nixon's own commitment to maintaining the present 
dollar	 price of gold made it politically all but impossible for the 
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United States Administration to yield to such pressure. Nevertheless, 
he! intended at the meeting of the Group of Ten to press the United 
Statds representatives strongly, in concert with other members of the 
Group, to increase the dollar price of gold; but he would seek to 
avbid ja situation in which the other members of the Group made 
United States action on this matter a necessary pre-condition of any 
action Ion their part to resolve the present difficulties. 

The C a b i n e t -
Took note, with approval, of the statement by the Chancellor 
of the Exchequer. 

CONFIDENTIAL 
3. The Cabinet discussed the situation in Northern Ireland; 

the conclusions reached, were separately recorded and circulated 
only to The Queen, the Prime Minister and those Ministers who had 
to take action. 

The conclusions are recorded separately in the standard file held 
by the Secretary of the Cabinet. 

f. The Cabinet considered a request which had been made by 
the Opposition on the previous day for the recall of Parliament in 
orderj to debate the situation in Northern Ireland. 

In discussion it was agreed that, while the recall of Parliament 
in response to the Opposition^ earlier suggestions would not have 
been; justified, the situation was now such as to make it proper to 
accede! to the request. The business should be confined to a debate 
on Northern Ireland; and the most suitable days were 22 and 23 
September. It was recognised that the House of Lords might not 
need to devote more than one day to the debate. 

The C a b i n e t -
Invited the Lord President of the Council and the Lord 
Privy Seal to make the necessary arrangements for the 
recall of both Houses of Parliament on 22 September. 

Cabinet Office 


9 September, 1971. 
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1. The Cabinet were informed of the arangements for 22 and 
23 September, when the debate on the situation in Northern Ireland, 
for which Parliament had been recalled, would take place. N o 
time would be provided for oral answers to Parliamentary Questions 
on these two days; but the Speaker would probably accept Private 
Notice Questions on the second day. 

SECRET 
 2. The Foreign and Commonwealth Secretary informed the 

 Cabinet of the main features of his recent visit to the Arab Republic 
of Egypt. His discussions with President Sadat and Egyptian 
Ministers had shown that the present Government of the Arab 
Republic of Egypt were prepared to recognise the State of Israel, 
to sign a peace treaty with the Israeli Government and to accept 
a plan for a two-stage Israeli withdrawal from occupied territories. 
In the first stage the Israeli forces would withdraw from the Suez 
Canal; and there would be some form of United Nations presence 
during the ensuing six months, when the second stage, including a 
full Israeli withdrawal, would be negotiated. The Egyptian 
Government believed, however, that the Israeli Government were 
unwilling to proceed beyond the first stage of withdrawal from the 
Canal. It had been possible to convey to them an assurance from 
Mr. Eban, the Israeli Foreign Minister, that his Government were in 
fact prepared to proceed to the second stage. But the Israeli 
Government had still not indicated what permanent frontiers between 
Egypt and Israel they would accept, while the Government of the 
Arab Republic of Egypt, for their part, were willing to contemplate 
only minor administrative changes in the 1967 frontiers. Deep 
suspicions on both sides complicated the task of Dr. Jarring, the 
United Nations mediator; and it was additionally unfortunate that 
during the preceding three months there had been very little contact 
between the Egyptian and United States Governments. The present 
relatively moderate Egyptian Government was under considerable 
domestic pressure; and the morale of the Egyptian Army was low. 
It would therefore be in the Israeli interest to approach the next 
exchanges in a constructive spirit. In this difficult but not entirely 
unhopeful situation we could play a useful part, since we had some 
standing with both parties; and the forthcoming meeting of the 
United Nations General Assembly would provide a useful opportunity 
to pursue the search for a settlement. 

The Foreign and Commonwealth Secretary said that he had 
found during his recent visit to Gibraltar that, despite the continuing 
Spanish restrictions, the atmosphere was one of prosperity and calm. 
Local opinion, while expecting the fullest United Kingdom support 
for Gibraltar in its confrontation with Spain, nevertheless expected 
us to pursue actively the possibility of a negotiated settlement. 

The C a b i n e t 
(1) Took note	 of the statements by the Foreign and Common

wealth Secretary. 



4 j	 SECRET 
! i 

Malta ' I The Prime Minister said that Mr. Mintorf, the Prime Minister 
0 IPrevious  Malta, had suggested at the end of the preceding week that he 

Reference: I should visit London for further discussion of the issues outstanding 
CM (71) 46th between the Government of Malta and ourselves. It had seemed 
Conclusions, right to accede to this proposal; and Mr. Mintoffs general 
Minute l , demeanour at Chequers on 17 and 18 September had been 

relatively restrained. He had explained that he did not wish Malta 
to be used by either Soviet or United States forces but that his 
Government needed financial assistance and would accept a 
continuing British presence in the Island on appropriate terms. 
We for our part had explained that the offers already made to 
Malta on behalf of the North Atlantic Treaty Organisation (NATO) 
represented, so far as the British Government were concerned,' 
the limit of the price which we were prepared to pay; and we had 
held out little hope that Mr. Mintoff would in the event find himself 
able to negotiate large additional amounts of economic aid from 
our other NATO partners. In an effort to enable him to withdraw 
without too much embarrassment from the exposed position in which 
his extravagant claims for financial support had involved him we 
had offered an interim arrangement, covering a six-month period, 
during which all restrictions on our Forces would be removed, 
payments would be made to Malta at the rate proposed in the 
current NATO offer and negotiations on a longer term arrangement 
to replace the existing Defence and Financial Agreements would 
take place. Mr. Mintoff had agreed to this proposal; and, subject 
to, its acceptance by the North Atlantic Council, the necessary 
! detailed negotiations with the Government of Malta would begin 

i I during the following week. Mr. Mintoff had indicated that', despite 
his wish to exclude a Soviet or United States presence from the 
Island, he would be willing to allow courtesy visits by United 
States naval forces, providing that, if so, he must be free to allow 
corresponding Soviet visits. There was a certain logic in this 

 attitude; and it would be necessary to ascertain the reactions of the 
United States Government to the proposal. During his return 
journey to Malta Mr. Mintoff had visited Bonn for discussions with 
Herr Brandt, the Federal German Chancellor, whom we had 
advised of the outcome of the meeting at Chequers. Herr Brandt 
had accordingly given Mr. Mintoff no grounds for hoping that he 
could play one N A T O ally off against the other. In general, our 
relations with the new Maltese Government now seemed to be 
developing on a more stable and realistic basis; and, although 
there would no doubt be further arguments with Mr. Mintoff, we 
could be more hopeful that a major crisis would be averted. 

i

The C a b i n e t 
(2)	 Took note, with approval, of the statement by the Prime 

Minister. 

CONFIDENTIAL 
Northern ; 3. The Cabinet reviewed the situation in Northern Ireland; 
Ireland the conclusions reached were separately recorded and circulated only 
Previous to The Queen, the Prime Minister and those Ministers who had to 
Reference: take action. 
CM (71) 46th 
Conclusions, 
Minute 3 



The conclusions are recorded separately in the standard file 
held by the Secretary of the Cabinet. 

C O N F I D E N T I A L 
4. The Cabinet discussed the dispute in the newspaper industry, 

which had prevented publication of the daily papers for several days. 

The Secretary of State for Employment said that the Newspaper 
Publishers Association (NPA) had recently agreed with officials of 
the six unions concerned an increase of £1 a week and the 
consolidation of a cost-of-living bonus with effect from 1 July, 
when the previous pay agreement had expired. Members of one of 
the six unions involved, the National Graphical Association (NGA), 
had nevertheless rejected the proposed settlement, demanding a 
percentage (5 per cent) instead of a flat rate pay increase in order 
to maintain existing pay differentials. Mr. Victor Feather, the 
General Secretary of the Trades Union Congress, had apparently 
secured the agreement of the six unions to a common policy in 
further discussions with the NPA, which were taking place that 
afternoon. Although the N P A had indicated that they would stand 
firm On the offer which they had already agreed, there was obviously 
a risk, that they would in fact give some ground. In that case the 
danger would be not so much the size of the resultant pay increase 
as the fact that militant members of one union would have succeeded 
in improving an offer which officials of all the unions concerned 
had considered acceptable. 

The Cabinet— 
Took note of the statement by the Secretary of State for 
Employment. 

C O N F I D E N T I A L 
5. The Cabinet considered a memorandum by the Secretary of 

State for the Environment (CP (71) 101), to which was annexed a draft 
White Paper setting out the proposed new financial policy for ports. 

The Minister for Transport Industries said that the proposals in 
the White Paper had been endorsed by the Ministerial Committee 
on Economic Policy. Partly because of the markefs loss of 
confidence following the financial difficulties of the Mersey Dock 
and Harbour Board and partly because of deficiencies in the 
constitution, management and financial control of the independent 
trust ports, ports which were basically viable were finding it difficult 
to raise finance by market borrowing, even on short term. The 
reconstituted National Ports Council (NPC) were now seeking, in 
collaboration with the ports, to elaborate a programme to strengthen 
management and finances. In the longer term, the introduction of 
an equity element should provide a further spur to efficiency; but 
earnings must first reach an adequate level. H e proposed that, 
subject to reports from the N P C on the viability of the ports 
concerned and on the measures needed to ensure an improvement in 

CONFIDENTIAL 
15 B*2 
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their financial performance, the Government should be prepared to 
make loans to ports for the renewal of debt at a high and steadily 
increasing rate of interest. The initial rate would be only some 
two percentage points above the Government lending ra te ; but it 
yvould be increased progressively over the life of the loan, probably 
by about one half of one percentage point every two years. A high 
initial rate of interest should discourage port authorities from having 
recourse too readily to borrowing from the Government; and 
successive increases in the rate should constitute a progressively 
increasing incentive to look to the market for finance. Improved 
earnings should also encourage the market to resume long-term 
lending as confidence improved and should subsequently facilitate 
the replacement of Government by private capital. 

In discussion the following main points were made— 

(a) I t would be better to omit the second paragraph of the draft 
White Paper, which dealt with labour relations and the National 
Dock Labour Scheme (NDLS). An interdepartmental committee had 
been reviewing the future of the N D L S ; and Ministerial discussions 
on this subject were just starting. It would be unwise to imply that 
the scheme ought to be abolished or modified before new proposals 
had been agreed; and in any event the case for abolition was not 
clear. 

(b) The comparison with practices in other countries in the first 
sentence of paragraph 4 of the draft White Paper, and in the beginning 
of the second sentence, should be omitted. 

(c) The drafting of paragraph 12 of the draft should be clarified. 

(d) Since it was unlikely that an early place could be found in 
the next Session of Parliament for the Bill to empower the 
Government to make the proposed loans, it would probably be 
necessary to have recourse to the Civil Contingencies Fund. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the White Paper, as amended in discussion, 
should be published at an early date to be agreed between the Lord 
President and the Minister for Transport Industries. The Minister 
should circulate the final version of the White Paper to the Cabinet 
for information. 

The C a b i n e t -
Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Minister for Transport 
Industries to proceed accordingly. 

CONFIDENTIAL 
6. The Secretary of State for Trade and Industry said that, in 

accordance with the views expressed when the Cabinet had last 
discussed the problem of Upper Clyde Shipbuilders (UCS), he had 
given further consideration to the possibility of securing the participa
tion of private enterprise in any new company which was established 
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to take over operation of part of UCS. It had proved possible to 
obtain the promise of investments totalling up to a maximum of 
£500,000 from certain private interests; and the Scottish banks seemed 
likely to agree to advance loan capital, although only with a full 
guarantee from the Government. But the bulk of the capital required 
to ensure the operation of the Govan and Linthouse yards, estimated 
at up to £15 million, would have to be provided by the Government. 
Given the unprofitable orders already on the books of these two 
yards, the new company could certainly not be expected to make a 
profit in the first five years of its existence. The position of the trade 
unions was complicated by the fact that the Confederation of 
Shipbuilding and Engineering Unions were now probably reconciled 
to the Governments proposals to operate only two of the four yards 
of the original UCS; but their influence might well be outweighed by 
that of certain shop stewards, who had secured a monopoly of 
publicity in the Press and on television and would probably continue 
to oppose any solution which did not embrace all four of the yards 
concerned. But, despite the unsatisfactory financial prospects and the 
difficulties which probably lay ahead with the unions, the Government 
could not withdraw their offer to help at this stage; and a statement 
of their willingness to provide financial assistance was urgently 
required, since the Liquidator of UCS would otherwise be unable to 
continue to keep the Govan and Linthouse yards intact and the 
shipowners concerned would not be prepared to maintain their orders 
in the present uncertainty. He therefore proposed to announce on 
the following day, 22 September, that the nucleus of a new Board had 
been set up, with Mr. Hugh Stenhouse as Chairman, Mr. A. Gilchrist 
as Chief Executive and a number of prominent Scottish businessmen 
as directors, including Mr. Douglas, the former managing director of 
UCS. ; Mr. Stenhouse had that day arranged for the incorporation of 
a new company, with an initial paid-up capital of the private invest
ment from Scottish interests. This company, directed by the Board 
which he had described, would initially become the vehicle for 
discussions between Mr. Stenhouse and Mr. Gilchrist, the banks, the 
unions, the shipowners and the others concerned with a view to 
reporting to the Government about the viability of a new undertaking 
based on the Govan and Linthouse yards and about the official 
assistance required for this purpose from the Government. On the 
assumption of a satisfactory outcome to these discussions this new 
company would receive the necessary financial support from the 
Government and v/ould operate the Govan and Linthouse yards. 

In discussion there was general agreement, particularly in view 
of the premature disclosure of the Governments intentions in the 
Scottish Press that the Secretary of State for Trade and Industry 
should be authorised to proceed on the lines which he had suggested. 
The statutory powers required to give Government financial assistance 
to the new company should be sought in the Shipbuilding Industry 
Bill rather than in a separate Bill. 

In further discussion it was suggested that, in terms of the public 
presentation of the issues involved, the shop stewards' leaders at 
UCS had managed to pre-empt the Governments efforts to put the 
true facts of the situation before the public and that a fresh attempt 
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j must be made to redress this position. Consideration should 
: therefore be given to the publication of detailed information about 

the financial state of UCS at the point at which the company went 
into liquidation, together with a realistic assessment of its future 
prospects at that time if it had continued to trade. On the other 
hand the Government must observe due caution in public statements 
about the situation for fear of damaging the prospects of the salvage 
operation in which, they were engaged: the leader of the shop 
stewards was not similarly inhibited. The Liquidator would in any 
case provide a full statement of the position of UCS at the time of 
liquidation; and Hill Samuel, with the assistance of Scandinavian 
shipbuilding experts, were producing a report on the company's 
operations for the Government. In addition, the inquiry by the 
Scottish Trades Union Congress had already received evidence of the 
serious financial difficulties which had faced UCS. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Secretary of State for Trade and Industry 
should announce in Glasgow on 22 September the plans which he had 
outlined for the new company under the chairmanship of 
Mr. Stenhouse. He should send copies of his proposed announcement 
to the Lord President, the Secretary of State for Scotland and the 
Chief Secretary, Treasury. The Secretary of State should also 
consider, in consultation with the Lord President, the possibility of 
seeking the statutory powers required to provide Government 
financial assistance for the new company in the Shipbuilding Industry 
Bill rather than in a separate Bill. 

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

i CONFIDENTIAL 
London ' 7. The Home Secretary said that the Ministerial Committee 
Transport  Economic Strategy had considered a proposal by the London o n

Fares Transport Executive (LTE) to increase bus and Underground fares 
in London as from the following January by an amount designed to 
increase fares revenue in 1972 by £16 - 6 million. This would represent 
an increase of 13-3 per cent over the current year's level of traffic 
receipts. But, since the last general increase had been in August 1970, 
t hene t increase over 17 months would be at the rate of only 9-6 per 
cent a year. The Greater London Council (GLC), after close 
examination of the proposals, had concluded that, since the LTE was 
statutorily prohibited from operating at a deficit, the only alternative 
to an increase in fares would be a subsidy from the rates, which they 
were not prepared to contemplate. The Committee had taken the 
view that a 13 per cent increase in fares would be liable to be very 
damaging to the Governments economic policies but that a subsidy 
from the rates would also be objectionable. There were two issues 
to be considered: first, the immediate problem of the attitude which 
the Government should adopt when the LTE's proposals were made 



public later in the week and, second, the need to consider subsequently 
with the GLC whether any reduction in the level of increase was 
possible. The Committee had concluded that a firm statement by 
the Government would have to be made when the LTE's proposals 
were announced. 

The Secretary of State for the Environment said that the GLC 
had persuaded the LTE to reduce the provision in their proposals 
for wage increases in 1972 from 12 per cent to 8 per cent, a saving of 
£3 million, and that they intended to consider the scope for limiting 
still further the total amount of the proposed increase in fares. The 
new management of London Transport appointed since the Transport 
(London) Act, 1969, came into effect had done much to improve 
efficiency and to reduce costs. But increases in costs, for example for 
fuel oil, over the 17 months since the last general fare increase had 
been very substantial; and the Traffic Commissioners, whose statutory 
duty was to determine fares outside the GLC area, would almost 
certainly grant the increase which the LTE sought. The alternative 
of ah increase in the GLC rate of about 5 per cent in order to 
subsidise fares would be equally unacceptable politically, as would a 
reduction in the level of services provided. The Government should, 
however, make public, when the LTE published its proposals, their 
anxiety about the effect of an increase of 13 - 3 per cent on their efforts 
to curb inflation. 

In discussion it was pointed out that, whatever was said at the 
time when the LTE proposals were announced, an increase of 13 per 
cent, or anything approaching this figure, would undermine the 
Governmenfs strategy for curbing inflation. It was particularly 
important that the first public sector price increase to be announced 
after the Confederation of British Industry's price initiative should 
not be . so conspicuously out of line with the objectives of that 
initiative. There was no reason why allowance should be 
made in the fare increase for wage increases not due until 1972; but 
even without this element the level of the increase would be 11-6 per 
cent, i There must be scope for further economies, including, if 
necessary, a reduction in the services provided. The precise nature of 
the obligation on the LTE under the 1969 Act not to operate at a 
deficit should be re-examined: were the LTE required, for example, 
to break even " taking one year with another " or were they required 
at no time to run into deficit? In any event, the LTE should not be 
permitted to make any announcement of proposals for fare increases 
until the Government had had the opportunity to consider the matter 
in more detail, both with the Executive itself and with the GLC. 

The Prime Minister, summing up the discussion, said that the 
Cabinet considered that public proposals for a fares increase of 
13 per cent, or of anything approaching this figure, would seriously 
undermine the Governmenfs attempts to contain inflation and their 
support for the Confederation of British Industry's initiative in this 
connection. London Transport could not therefore be permitted 
lightly to announce a proposed increase of this magnitude; and he 
would discuss the matter with the Chairman of the GLC and the 
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Chairman of London Transport in order to impress on them the 
Governmenfs concern and to request them to find savings or other 

; means of bringing the fares increase within acceptable limits without 
I raising the GLC rate. Ministers must adopt an equally strict attitude 
i; towards all other proposed price increases which infringed the agreed 
!' criteria. 
1 The Cabinet— 

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

. (2) Invited the Secretary of State for the Environment to ensure 
that the London Transport Executive^ proposals for fare 
increases- were not announced pending the outcome of 
the discussions to be arranged with the Chairmen of the 
Greater London Council and the London Transport 
Executive. 

CONFIDENTIAL 
Early 8. The Cabinet considered a memorandum by the Central Policy 
Warning Review Staff (CPRS) (CP (71) 96) about an Early Warning System. 
System 

The Prime Minister said that the memorandum represented a first 
step in establishing a flow of information between Departments and 
the CPRS, which was designed both to provide early warning of 
issues of major importance over the coming 18 months and to afford 

: a basis for analysis whereby the issues identified could be related not 
: . only to one another but also to the achievement of the Governmenfs 

policy objectives. The Cabinet would wish to consider possible 
; improvements in the form in which the information was presented 
i and the manner in which a regular review of this kind might best be 
\ developed. Certain economic issues had necessarily been dealt with 

rather summarily in the memorandum; but they might be examined 
I more fully at a later stage, when Ministers would need to consider 

the questions of substance raised by the review. 

In discussion it was suggested that the Early Warning System 
was likely to be more useful to the Central Departments in the 
planning of Government business than to individual Ministers in 
relation to the management of their separate Departments, since they 
should in any event be aware of potentially critical developments in 
their own affairs. On the other hand a regular return of the kind 

i envisaged would be of value in giving all Ministers a synoptic view 
of major issues likely to engage the collective responsibility of the 
Government over the coming 18 months and of the possible effect 
which any one of these might have on the development of the Govern

i menfs strategy as a whole. It would also help to identify those 
problems which might require further analysis in depth, for example 
by the system of Programme Analysis and Review. 

The Prime Minister, summing up the discussion, said that the 
CPRS should continue to co-operate with Departments in developing 
the Early Warning System, paying particular attention to the value of 
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the System in helping Ministers to relate individual issues to the 
Goverhmenfs strategy in its totality. They should report again to 
the Cabinet in six months ' time, when a comparison might be made 
between forecast and actuality. Meanwhile, the information already 
available should be subdivided into its main component categories 
by broad subject heading; and the Chairmen of the relevant Cabinet 
Committees should review each category regularly in order to draw 
the attention of the Cabinet to any difficulties or critical developments 
which they could foresee in the areas of policy for which they were 
responsible. Ministers would have a further opportunity in the near 
future to discuss the substance of the issues raised, when they 
considered a memorandum by the CPRS on the Governmenfs 
strategy as a whole. 

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

Cabinet Office, 

. 22 September, 1971. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 


10 Downing Street, on Wednesday, 29 September, 1971, 


at 11.45 a.m. 


Present: 

The Right Hon. EDWARD HEATH, M P, Prime Minister 
The Right Hon. REGINALD MAUDLING, The Right Hon. LORD HAILSHAM OF 

M p, Secretary of State for the ST. MARYLEBONE, Lord Chancellor 
Home Department 

The Right Hon. WILLIAM WHITELAW, The Right Hon. LORD CARRINGTON, 

M p, Lord President of the Council Secretary of State for Defence 

The Right Hon. GEOFFREY RIPPON, The Right Hon. ROBERT CARR, M P , 

Q C , M P, Chancellor of the Duchy of Secretary of State for Employment 
Lancaster 

The Right Hon. GORDON CAMPBELL, The Right Hon. THE EARL JELLICOE, 

M p, Secretary of State for Scotland Lord Privy Seal 

The Right Hon. PETER WALKER, M P , The Right Hon. PETER THOMAS, QC, 

Secretary of State for the Environ- M P, Secretary of State for Wales 
ment 

The Right Hon. JAMES PRIOR, M P , The Right Hon. JOHN DAVIES, M P , 
Minister of Agriculture, Fisheries and Secretary of State for Trade and 
Food Industry and President of the Board 

of Trade 

The following were also present: 

Mr. MAURICE MACMILLAN, M P , Chief The Right Hon. FRANCIS PYM, M P . 
Secretary, Treasury (Items 3 and 4) Parliamentary Secretary, Treasury 

Secretariat: 

SIR BURKE TREND 

Mr. P . E. THORNTON 

SIR PHILIP ADAMS 

Mr. P . J. HUDSON 

Mr. K. T . BARNETT 

Mr. I. T . LAWMAN 

16 A 



CONTENTS 

Subject 
OVERSEA AFFAIRS 

Soviet Union 

NORTHERN IRELAND 

ECONOMIC AFFAIRS 

London Transport Fares 

STRUCTURE PLANS 

Form of Inquiry 



a 1. The Prime Minister said that the Cabinet would understand 
why it had not been possible for the Governments decision to 

Union request a large number of Soviet officials to leave the country to be 
discussed beforehand with more than the Ministers most closely 
concerned. The problem represented by the presence of a large 
number of Soviet intelligence agents in London was not new. The 
last Administration had imposed a reduction in the size of the staff 
of the Soviet Embassy to 89; but the number of officials in ancillary 
departments had correspondingly increased. He had therefore 
discussed with the Foreign and Commonwealth Secretary the possible 
courses of action to remove this threat to our security; and it had 
been decided that the Foreign and Commonwealth Secretary should 
raise the matter with the Soviet Foreign Minister, Mr. Gromyko. 
He had accordingly indicated our concern to Mr. Gromyko and had 
twice written to him on the subject. But in the absence of any 
response it had become necessary to take unilateral action to ensure 
the removal of the individuals concerned. The departure of 90 
had now been requested; and a further 15, currently out of the 
country, would not be permitted to return. The timing of the 
operation had been influenced by the obvious desirability to avoid 
any action which might prejudice the success of the quadripartite 
discussions about Berlin and subsequently, when these were no 
longer a complication, by the receipt from a defector of fresh and 
compelling evidence against numbers of the Soviet agents in the 
United Kingdom. 

After the Soviet Government had been notified of our intentions 
the Foreign and Commonwealth Secretary had met the Soviet Foreign 
Minister at the General Assembly of the United Nations in New 
York. Mr. Gromyko's reaction suggested that the Soviet Govern
ment had not been entirely surprised that we should have required 
the removal of the intelligence officers but that the scale of the 
operation had taken them aback. H M Ambassador in Moscow, to 
whom the Soviet authorities had made a formal protest, had been 
instructed to inform the Soviet Foreign Ministry that the Foreign and 
Commonwealth Secretary's discussion with Mr. Gromyko in New 
York constituted our substantive reply to this protest and that our 
decision would not be reversed. Intending travellers to the Soviet 
Union were being warned, so far as possible, of the additional risks 
which they might now face; and H M Ambassador was taking 
similar precautions in relation to those British subjects who were 
already in Soviet territory. Public opinion in this country had in 
general showed a ready understanding of the Governments action. 

In a short discussion it was agreed that Ministers who had 
plans to visit the Soviet Union should allow these plans to stand, at 
least for the time being. 

The C a b i n e t -

Took note, with approval, of the Prime Ministers statement. 
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CONFIDENTIAL 
2. The Prime Minister informed the Cabinet of the outcome of 

his discussions with the Prime Ministers of the Irish Republic and of 
Northern Ireland. The Cabinet discussion, and the conclusions 
reached, were separately recorded and circulated only to The Queen, 
the Prime Minister and those Ministers who had to take action. 

The conclusions are- recorded separately in the standard file held 
by the Secretary of the Cabinet. 

SECRET 
*3. The Secretary of State for the Environment said that, since 

the Cabinet had discussed the proposal to increase bus and Under
ground fares in London at their previous meeting, there had been 
further discussions with the Greater London Council (GLC) and the 
London Transport Executive (LTE). The Chairman of LTE was 
unwilling to reduce below 8 per cent the level of the wage increase 
in 1972 for which he had made provision in his budget, regarding any 
lower level as unrealistic and unacceptable in the context of his 
statutory duty and in the light of a pending claim for a 15 per cent 
wage increase. The Chairman of the GLC was unwilling to press 
him to reduce this provision. Nor would the Chairman of the GLC 
reconsider his refusal to subsidise fares from the GLC rates. After 
taking account both of a saving of £2 million by making no provision 
for a contribution to reserves in 1972 and of increases in revenue as 
the result of the elimination of certain fare concessions, the level of 
fares increase which was necessary to avoid a deficit in 1972 was now 
put at 11^ per cent. This could be further reduced to 10 per cent 
by the provision of a 50 per cent Government capital grant on 
replacement rolling stock and signalling equipment. If the increase 
in fares were to be further reduced to 8 per cent, it would be necessary 
to offer either a lump sum to reserves of about £9 million or relief 
from fuel tax. Since public transport was already relieved from any 
increase in fuel tax, it seemed a logical step to relieve them of the tax 
altogether in present circumstances as a means of keeping down the 
cost of living. 

The Secretary of State for Trade and Industry said that a further 
complication had arisen, in that the LTE wished very shortly to 
place an order for new rolling stock for the Underground, worth 
approximately £12^ million, with a French company. Although the 
" bas i c " bids of the French company and the most competitive 
British company (Metro-Cammell) were comparable, the French bid 
was much more attractive because it was a fixed price tender, which 
was made possible by a French Government scheme for insurance 
of export orders against cost inflation. He was advised that the 
scheme was compatible with the General Agreement on Tariffs and 
Trade and with existing rules on export subsidies within the European 
Economic Community (EEC). If Metro-Cammell, the only private 
sector company in this field, lost this order, they would probably 



cease to manufacture rolling stock at all, with the result that 500 jobs 
would be lost in the Birmingham area. The only way of influencing 
the LTE to place the order in the United Kingdom against their 
commercial interests seemed to be by using the inducement of an 
infrastructure grant in respect of rolling stock replacement. 

In discussion of the proposed fares increase there was general 
agreement that an increase of 10 per cent or 11 per cent in London, 
with the adverse effect which it would have on prices policy and the 
Confederation of British Industry initiative in this field, was 
unacceptable. Doubt was cast on the LTE's judgment of the level 
of wage increase which it would be necessary to grant in 1972. An 
8 per cent increase would certainly be out of line with the general 
level of increase which the Government expected to be prevailing 
early next year as a result of the de-escalation policy now being 
pursued. Moreover, the recruitment difficulties which had been 
adduced in support of this level of increase did not seem to be 
borne out by the available information on staff vacancies in London 
Transport. Rather than a fares increase of 10 per cent from 
1 January next, it was suggested that it would be better to exclude 
all provision for next year's wage increase from the present proposal 
and to link a second increase in fares in 1972 directly with the cost of 
the wage settlement. The proposal to reduce the LTE's costs by the 
extension of transport infrastructure grants to rolling stock and 
signalling equipment, on which an official working party had just 
reported favourably, seemed sensible; but the national implications 
of the elimination of fuel tax on bus stage services needed further 
consideration. There was a danger that such elimination would 
merely lead to the granting of larger wage increases by the bus 
operators unless suitable safeguards could be devised. 

In discussion of the proposal that the LTE should order new 
rolling stock in France the danger was pointed out that those who 
were opposed to the United Kingdom's entry into the E E C would 
adduce the resultant loss of jobs in this country as an example of the 
probable effects, on a wider scale, once we were members of the 

Community. Although the French Government might protest if 

the British Government were seen to intervene to ensure that the 

contract was placed in this country, the fact remained that the French 

company concerned appeared to be receiving assistance from the 

French Government to quote more attractive terms than would 

otherwise have been possible. In similar circumstances it was most 

improbable that the French Government would have permitted the 

order to be placed outside France. The order should therefore not 
be placed abroad; and the use of an infrastructure grant as an 
inducement to the LTE to place the contract in this country seemed 
fully justified. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the size of the proposed fare increases to be 
announced by London Transport ought to be limited to 8 per cent 
at most and preferably to 5 per cent, and that they should not place 
the order for new rolling stock abroad. To assist in both these 
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objectives the LTE should be offered a 50 per cent infrastructure grant 
on the capital cost of the new rolling stock. Strenuous efforts should 
also be made to persuade the Chairman of the LTE either to limit 
the provision for future wage increases in his proposal for increased 
fares to 5 per cent or to omit altogether any provision for wage 
increases and to make a further application for a fares increase when 
the level of wage increase in 1972 had been established. The 
Secretary of State for the Environment and the Secretary of State for 
Employment should meet the Chairman of LTE that afternoon in 
order to pursue these possibilities. The suggestion for general relief 
for national bus operators from fuel tax would need further considera
tion; and the Secretary of State for the Environment should pursue 
this proposal with the Chief Secretary, Treasury, and with the 
Chancellor of the Exchequer on his return from abroad. If it were 
eventually decided to give such tax relief, this would enable the GLC 
to make a corresponding reduction in whatever fares increase was 
proposed t o them that week by the LTE. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers summing 
u p of their discussion and invited the Secretary of State for 
the Environment to be guided accordingly. 

CONFIDENTIAL 
 4. The Cabinet considered a memorandum by the Secretary 

 of state for the Environment on the form of inquiry into structure 
 plans (CP (71) 102). 

The Secretary of State for the Environment said that the 
Department of the Environment needed, within an acceptable time
table, worthwhile structure and local plans which would implement 
the new system in the Town and Country Planning Act, 1968, would 
give effect to regional strategies, would devolve more responsibility to 
local authorities and would provide a basis for effective development 
control and a fair system of compensation. Some administrative 
action had already been taken for these purposes; and there was 
authority for a Town and Country Planning Bill to simplify statutory 
procedures for preparing plans. These measures would not be 
sufficient, however, unless public opinion was satisfied that structure 
plans, when submitted, would be dealt with expeditiously. It was 
therefore proposed to add to the Bill provisions designed to make 
the present inquiry process more relevant to the real character of 
these plans. It was envisaged that in future the Secretary of State 
should have the power to set out publicly in advance of inquiries into 
structure plans the issues which he wished to see publicly examined; 
that there should no longer be a right for every objector to be heard; 
and that the Secretary of State should have the power to decide which 
objections were relevant to the issues arising on the plan to which 
his decision would be directed and which should therefore be heard 
at whatever form of public hearing he approved. 



The Home and Social Affairs Committee had discussed the 
proposals and were in general agreement that they were sound. The 
Committee had been concerned, however, about the political and 
presentational implications and about the effect of including the 
proposals in the Town and Country Planning Bill, since the legislative 
programme for the coming Session was already heavy and 
contentious. Provided that the arguments were properly presented, 
however, the critics should be silenced and the proposals should be 
welcomed, since they would expedite the whole development process 
and would enable the Secretary of State to concentrate more 
effectively on the main strategic elements of the structure plan while 
retaining the full traditional inquiry process at the second, local plan, 
stage. The type of interminable process represented in its extreme 
form by the Greater London Development Plan inquiry could not be 
justified. Moreover, his proposals would significantly reduce the 
period during which an individual^ property would be subjected to 
" b l i g h t " by the publication of broad strategic plans whose detail 
could emerge only at the local plan stage; and for this reason also 
they should command the support of all those directly affected. 

In discussion it was suggested that to deprive an objector of the 
right to have his objection to a structure plan heard publicly would 
inevitably attract criticism. Moreover, the proposal that the 
Secretary of State alone should decide which issues were to be 
examined publicly was too severe a limitation; it should be possible 
for those conducting the inquiry to consider other issues if, in their 
view, they were relevant. In the Conservative Party Manifesto at the 
General Election the infringement of individual rights and the 
assumption of wide discretionary powers by Ministers and civil 
servants had been criticised; and it would be difficult to refute the 
charge that the present proposals were inconsistent with this attitude 
in so far as they would erode the rights of individuals and give the 
Secretary of State wider discretion. It would be unfortunate if 
dispute on this issue were added to the other controversies in which 
the Government would be involved in the coming Session. On the 
other hand the proposals could be presented as a reinforcement of 
individual rights, since they would make it possible to lift more 
speedily the " bl ight" caused by structure plans. Moreover, the right 
of objection would be retained; and, since the structure plans would 
not contain the degree of detail which previous development plans 
had included, the right to an individual hearing was less relevant. 
There was a growing body of opinion, particularly amongst the 
amenity societies and professional organisations, which was concerned 
about the prospect of a large number of inquiries on the pattern 
of the Greater London Development Plan inquiry. Many people 
objected to planning proposals because they had proprietary interests 
which could be injuriously affected without compensation; and there 
would therefore be presentational advantages in associating the 
present, proposals with proposals for a more generous system of 
compensation. On the other hand it had been established that very 
large sums would be involved in providing reasonably adequate 
compensation for injurious affection; and it was unlikely to be possible 
to devise proposals which would be sufficiently generous to warrant 



delaying a decision on the procedural modifications now envisaged 
until the issue of compensation had been further examined and 
decided. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the proposals in CP (71) 102 would expedite the 
administration of town and country planning and would make it more 
effective. The right ^of individual objection to a structure plan and 
of individual hearing a t a local plan inquiry would be retained; and 
the removal of the right of hearing at a structure plan inquiry would 
be offset by the shortening of the period of " blight ". The Secretary 
of State was accordingly authorised to include provisions to give effect 
to his proposals in the Town and Country Planning Bill for the 
following Session. 

The Cabinet— 
Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Secretary of State for 
the Environment to proceed accordingly. 

Cabinet Office, 

29 September, 1971. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 
10 Downing Street on Tuesday, 12 October, 1971, 

at 11 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. ANTHONY BARBER, The Right Hon. WILLIAM WHITELAW, 

M P, Chancellor of the Exchequer M P , Lord President of the Council 

The Right Hon. LORD CARRINGTON, The Right Hon. SIR KEITH JOSEPH, 

Secretary of State for Defence M P  , Secretary of State for Social 
Services 

The Right Hon. GEOFFREY RIPPON, The Right Hon. ROBERT CARR, M P  , 
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Minute 3 

I SECRET 
 1. The Cabinet discussed the arrangements for the forthcoming 

 debate in the House of Commons on entry into the European 
Economic Communities. 

The Lord Privy Seal informed the Cabinet that in the House of 
Lords it was expected that the debate would last only two days and 
that the division would take place on Wednesday, 27 October. 

SECRET 

2. The Foreign and Commonwealth Secretary said that the 
results of the State Visit of the Emperor and Empress of Japan had 
been satisfactory. The public attitude towards the visitors had been 
marked by a certain coolness. But this had not marred its success 
and had possibly been useful in impressing on the Japanese authorities 
that further efforts would be needed to persuade European opinion 
that they were acceptable members of the comity of nations. 

The Foreign and Commonwealth Secretary said that the reaction 
of the Soviet Government to the recent eviction of Soviet spies from 
the United Kingdom had been as moderate as we could expect. They 
had apparently not sought to impose a ceiling on the number of 
members of the British Embassy in Moscow; and we could therefore 
hope to, replace, gradually and discreetly, those officials whose 
removal 1 had been requested. Certain cases now before the courts 
confirmed our judgment that Soviet espionage had had some success 
in penetrating our national security. 

The C a b i n e t -
Took note of the statements by the Foreign and Common
wealth Secretary. 

SECRET 

*3. The Foreign and Commonwealth Secretary said that 
considerable progress had been made by the British emissaries during 
their most recent visit to Salisbury in pursuit of an acceptable basis 
for a settlement with the Rhodesian regime. But there was still no 
agreement on the sensitive issue of the Rhodesian determination to 
retain the right to exercise discrimination in the areas of education 
and land use; and the Rhodesian leader, Mr. Smith, had just agreed 
to receive officials for further discussion of this and related aspects 
of the problem. If the outcome of these discussions was satisfactory, 
he proposed to visit Rhodesia himself, possibly during the first week 
of November; but it was important for the successful outcome of the 
negotiations that his intention should not be made known at this 
stage. 

* Previously circulated as a Confidential Annex 



Northern 
Ireland 
Previous 
Reference: 
CM (71) 48th 
Conclusions, 
Minute 2 

Upper 
Clyde 
Shipbuilders 
Previous 
Reference: 
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In the course of a brief discussion it was agreed that the 
; discussions with the Rhodesian regime appeared to be developing not 
unsatisfactorily. But the Cabinet would need to have a full discussion 
of the proposed terms of a settlement before the Foreign and 
Commonwealth Secretary left for Rhodesia. 

The Cabinet— 

Took note
Commonwealth
discussion. 

 of the
 Secretary

 statement
 and

 by
 the

 the
 points

 Foreign
 made

 and 
 in 

SECRET 
4. The Prime Minister informed the Cabinet of the outcome 

of his meeting with the Prime Minister of Northern Ireland, 
Mr; Faulkner, on 7 October. The Cabinefs discussion and the 
conclusions reached were separately recorded and circulated only 
to The Queen, the Prime Minister and those Ministers who had to 
take action. 

The conclusions are recorded separately in the standard file 
held by the Secretary of the Cabinet. 

SECRET 
5. The Cabinet had before them a memorandum (CP (71) 109) 

by the Secretary of State for Trade and Industry, discussing further 
action in relation to Upper Clyde Shipbuilders (UCS). 

The Secretary of State for Trade and Industry said that in his 
statement in Parliament on 29 July he had indicated that, if the 
Government were to support the new shipbuilding enterprise on the 
Upper Clyde, there must be satisfactory undertakings by the unions 
on working practices and wage rates. N o negotiations on this subject 
had yet started, however, because the shop stewards were demanding 
assurances that all four UCS yards would be kept in operation and 
Mr. McGarvey of the Confederation of Shipbuilding and Engineering 
Unions had so far been unable to persuade the workers to abandon 
this demand. The more hopeful statement issued following his 
meetings with Mr. Stenhouse, the Chairman of Govan Shipbuilders 
Limited, on 10 October had, indeed, been challenged by the shop 
stewards' declaration on the following day that they would not 
co-operate with the company unless the future of all four yards was 
assured. Mr. Stenhouse had already undertaken to study the 
feasibility of retaining the Scotstoun yard as well as the Govan and 
Linthouse yards; and, if this study showed a three-yard solution to 
be economic, it would hardly be practicable to defend a refusal to 
allow the company to include Scotstoun, despite the probable 
increase in capital requirements. Mr. Stenhouse saw no feasible 
future for the fourth yard at Clydebank. There was therefore no 
question of its being taken over by the company; and, since there 
were no proposals from private interests for Clydebank, it was 
imppssible to give the unions any assurance about the maintenance 



of employment there. It was now clear that, if the yards in question 
were to,be..kept at work while the search for a solution continued, 
the Government would be obliged to accept further and onerous new 
financial commitments. The future even of the Govan and Linthouse 
yards would be at risk within a fortnight unless there was an early 
assurance that new keels would be laid. But the Brazilian 
Government and Irish Shipping Limited would not confirm their 
orders without the promise of cost subsidies of the order of £ 2 ^ 
£4^ million.in total, together with refund guarantees under which, if 
their ships were not completed, progress payments made during 
construction would be refunded by the Government. These 
guarantees would involve a contingent liability of the order of £ 1 5 
£20 million; Neither the subsidies nor the refund guarantees were 
covered by existing statutory powers; and, if the Government 
undertook to provide them, a full Parliamentary statement would 
have to be made. Moreover, they would open the door to other 
similar demands, with the result that it might become difficult to 
limit the Governments commitments. If, on the other hand, the 
shipowners could not be induced to confirm their orders, the 
Liquidator would probably feel obliged to declare over 800 more 
redundancies within two to three weeks; and the industrial action 
which could well follow might make it impossible to keep any of 
the yards; in operation. The Liquidator would also need further 
working capital in order to continue paying wages beyond a further 
fortnight or three weeks; and, in order to avoid prejudicing UCS's 
secured creditors, the Government might have to provide this as a 
grant or a subordinated loan. Agreement by the Government to 
extend their commitments in these ways should assure the retention 
of almost all the present 7,500 jobs in the yards until about the end 
of the year ; but in present circumstances there could be no assurance 
that Govian Shipbuilders could be established as a continuing entity 
or that, if so established, the company would be commercially viable. 
Virtually all the orders which it would inherit were likely to involve 
it in loss. On normal criteria, therefore, it would not be justifiable 
for the Government to undertake an open-ended commitment of 
the kind now contemplated; and the Law Officers had advised that 
the Depar tments Accounting Officer would be acting at the limit 
of financial propriety in authorising the expenditure. On the other 
hand, the consequence of not doing so might be to precipitate an 
early crisis on the Upper Clyde, which could be fatal to the prospects 
of maintaining a shipbuilding capacity there. Against that 
background, the Ministerial Committee on Economic Policy had 
accepted his recommendations in the note attached to CP (71) 109 
that, provided that Mr. McGarvey was able to give him undertakings 
which satisfied him both that there was a real and positive prospect 
that the unions would start meaningful negotiations with Govan 
Shipbuilders Limited and that there was a reasonable chance of the 
undertakings being honoured and not being subsequently denounced 
by the shop stewards, he should enter into negotiations with the 
Brazilian Government and Irish Shipping Limited for the 
confirmation of their orders. In those negotiations he would seek 
to persuade them to modify their demands for cost subsidies and 
refund guarantees; but, if those demands were maintained and he 
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and his Accounting Officer were satisfied, after further consultation 
with the Law Officers, that they could properly undertake the further 
commitments sought by the shipowners, he should be prepared to do 
so. He invited the Cabinet to endorse these conclusions. 

In discussion, it was suggested that an undertaking by 
Mr. McGarvey that the unions would be willing to enter into 
meaningful negotiations with Govan Shipbuilders would provide no 
assurance that the new and extensive commitments which the 
Government were now asked to accept would secure a viable future 
for shipbuilding on the Upper Clyde. Mr. McGarvey himself 
appeared to accept that this objective required the concentration 
of work in two or three yards; and he might readily give the required 
undertaking. But there was no certainty that he could obtain the 
support of his members, who were still dominated by shop stewards, 
whose purpose was less to assure the future employment of their 
members than to create industrial anarchy. But an apparent victory 
for the shop stewards would encourage the spread of industrial unrest 
in similar forms to other parts of the country; and there were already 

. sbme signs of this. It would therefore be desirable to bring matters 
to a head, and the real issues into the open, as soon as possible. It 
needed to be shown that it was not the Government but the shop 
stewards who, by their obstruction of the plans of Govan 
Shipbuilders, were now jeopardising the future of shipbuilding on 
the Upper Clyde. It might help to isolate them and to establish the 
true measure of the support which they enjoyed from the men at the 
yards if the company could arrange with the unions for a written 
statement of the proposals to be given individually to each worker as 
the basis for a secret ballot. This, however, might be impracticable. 

It was questionable if it would advance the Governmenfs aims 
'. if the Secretary of State conceded at this juncture that the 
I Government were prepared to contemplate new financial 

commitments, which might amount to £20 million in addition to the 
already large capital sums which Govan Shipbuilders would need 
from the Exchequer on taking over the Govan and Linthouse yards 
and, perhaps, the Scotstoun yard. Such commitments, once given, 
could not be withdrawn; and, in the present uncertain outlook, it 
would be difficult to defend acceptance of the contingent liability to 
public funds, more especially since Govan Shipbuilders might now 
have little hope of ultimate viability. Moreover, to make such a 
concession, except in return for a clear withdrawal by the shop 
stewards of their previous demands and their endorsement of the 
union's agreement to negotiate meaningfully, would appear to be 
capitulating to them; and it would also further weaken the 
Governmenfs negotiating position with the shipowners. Since a 
spokesman for Irish Shipping Limited had publicly declared that his 
company were not threatening early withdrawal of their orders, it 
was in any event not clear why confirmation of these orders was 
considered so urgent. If early confirmation were not secured, a 
consequential decision by the Liquidator to issue further redundancy 
notices (which would not take effect immediately and could perhaps 
be provisional) might be a salutary warning to the work force and 
induce them to cease withholding their co-operation. 



On the other hand it was for the benefit of Govan Shipbuilders 
and the yards that early confirmation of these orders was desirable: 
Irish Shipping Limited themselves were in no hurry to see their ships 
started. If, therefore, the Government wished to insist on clear 
undertakings being given on behalf of the labour force before 
contemplating the further commitments which might be necessary to 
secure the orders and to place the onus for any failure on the shop 
stewards, it was to the unions that they must look to secure the shop 
stewards' compliance. They should not treat with the shop stewards 
directly. The Government would also need to be ready to 
contemplate the possibility of a complete collapse of shipbuilding on 
the Upper Clyde, entailing perhaps some 15,000 redundancies at the 
yards and at the firms which supplied them. It might be necessary to 
deal with this situation if the shop stewards disowned any under
takihgs which were given officially by their unions; and in that case 
it would be essential that it should be publicly clear that the blame 
for the collapse rested on the shop stewards. It might be desirable 

I to prepare the ground for such an eventuality by means of a 
Ministerial speech in the next few days, setting out the facts of the 
situation dispassionately. 

The Prime Minister, summing up the discussion, said that in 
the present confused and uncertain situation the Cabinet were not 
prepared to authorise the acceptance of extensive additional 
commitments, of a potentially open-ended nature, which would be 
difficult to defend as a proper use of public funds. The Secretary 
of State for Trade and Industry should therefore inform Mr. 
McGarvey at his meeting with him later that day that the 
Government could not contemplate entering into negotiations with 
the shipowners about the conditions on which they would be 
prepared to confirm their orders except on the basis of acceptable and 
public assurances by the unions of co-operation with Govan 
Shipbuilders and meaningful negotiations on working practices and 
wage rates. He should give Mr. McGarvey to understand that if, 
after the unions had given such assurances, they were then repudiated 
by the shop stewards, the Government would not be prepared to 
proceed. Meanwhile, however, he should put further pressure on 
Irish Shipping Limited and the Brazilian Government to modify 
their demands. The Cabinet would then consider the position again 
in the light of the response by Mr. McGarvey and the shop stewards. 
The Lord'President of the Council, in consultation with the Secretary 
of State for Trade and Industry, should give urgent consideration to 
the way in which the Governmenfs case could be presented to 
the best advantage. The Ministerial Sub-Committee on Shipbuilding 
should complete their review of the shipbuilding industry as quickly 
as possible and should make early recommendations for the industry's 
rationalisation and the manner in which this could best be planned 
and phased. 

The C a b i n e t -
Took note, with approval, of the Prime Ministers summing 
up of their discussion. 
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6. The Secretary of State for Trade and Industry said that it 
had been suspected for some time that Cammell Laird, 50 per cent of 
the shares in which were Government-owned, was operating on a 
financially unsound basis; and the new management appointed in 
the previous August had accordingly undertaken a thorough analysis 
of the company's finances. The provisional conclusion, which would 
be submitted to the Board on the following day, was that the 
company's losses were at least £15 million and that £14 million of new 
investment and working capital would be needed to enable the 
yards to operate efficiently. Without this assistance the company 
would very quickly become insolvent. Urgent steps were being 
taken to determine the situation in more detail in order that the 
various possible courses of action could be assessed with a view to 
an early decision whether, in the light of the social implications, the 
Government should endeavour to prevent the company from going 
into liquidation and, if not, what steps should be taken t(& alleviate 
the impact of liquidation in Birkenhead and the Merseyside 
Development Area. 

The Cabinet— 
Took note of the statement by the Secretary of State for 
Trade and Industry. 

SECRET 

: 7. The Cabinet had before them memoranda by the Chief 
Secretary, Treasury (CP (71) 103) and by the Central Policy Review 
Staff (CP (71) 108) on the 1971 public expenditure review, together 
with a memorandum by the Secretary of State for Defence (CP (71) 
107) on the annual public expenditure allocations for the defence 
budget. 

The Secretary of State for Defence said that he was concerned 
about the shortage of troops to deal with the present and prospective 
position in Northern Ireland, where the Army, particularly the 
infantry, were subject to severe and increasing strain. The recent 
improvement in recruitment now made it possible to contemplate 
raising additional units; and on present forecasts it should be possible 
to sustain as many as four additional battalions. These could be 
based on four of the representative companies which had previously 
been reduced from battalions. The capital cost of the equipment 
involved would be about £5£ million; and there would be additional 
annual expenditure of £2-2^ million for maintenance and £7-1 million 
for manpower costs. In the context of the public expenditure survey 
he had already pruned the long-term costings for the years 1972-73 
to 1974-75 by some £300 million in order to reduce them to the 
targets prescribed in the Supplementary Statement on Defence Policy 
of October, 1970 (Cmnd. 4521); but he had sought an extra £25 
million over the same three years in order to meet the cost of 
improved recruitment; together with an additional £105 million in 
1975-76 in order to make good deficiencies in equipment 
programmes. Subsequently, however, it had been agreed that an 



additional £70 million should be spent over the next three years on 
accelerated purchases of ships for the Royal Navy in order to 
contribute to a reduction in unemployment in the development areas. 
He would' !also shortly propose additional expenditure in order to 
maintain employment in certain defence-based industries. While he 
still wished to maintain his request for an increase in the defence 
budget ceiling for 1975-76, he was prepared to accept that his request 
for £25 million over the preceding three years for additional 
recruitment should be regarded as subsumed in the additional £70 
million which had been allocated over the same period for the 
purchase of ships. He did not, however, regard it as possible, within 
the limits prescribed for those three years, to meet the cost of raising 
the proposed four additional infantry battalions. He was therefore 
seeking the agreement of the Cabinet for the defence budget ceilings 
for those years to be increased in order to accommodate this 
additional element of expenditure. 

In discussion it was suggested that it would have been preferable 
to deal with a particular item of additional defence expenditure in 
the context of a more general discussion of the public expenditure 
survey. Against the background of the Cabinefs earlier decisions 
on public expenditure, the total additional outlay which had been 
proposed for defence, including the provision envisaged for 1975-76, 
was such that it could only be accepted by finding savings elsewhere. 
On the other hand, it would be unwise to refuse to accept recruits at a 
time when they were once again available. To the extent that some 
recruits would otherwise have been unemployed, there would be 
offsetting savings in social benefits. It would also be useful to 
consider;whether there was any additional expenditure which might 
be authorised in order to promote employment in the immediate 
future; but this could be discussed separately. 

: The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that four additional infantry battalions should be 
raised, based on the present representative companies, and that the 
defence budget totals for the years 1972-73 to 1974-75 should be 
augmented to accommodate the consequential costs as well as the 
additional expenditure on ships which had recently been authorised. 
The Cabinet noted, however, that the Secretary of State for Defence 
was no longer pressing for the additional expenditure of £25 million 
in those years, which he had originally proposed in the public 
expenditure review. They would wish to resume their discussion of 
public expenditure at a later meeting, when they would consider the 
proposal for a. further £105 million for defence in 1975-76, together 
with the other outstanding proposals for additional public 
expenditure. 

The Cabinet— 

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

Cabinet Office, 

\ 12 October, 1971. 
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1. The Cabinet considered a memorandum by the Chief 
Secretary, Treasury (CP (71) 103), on the 1971 public expenditure 
review. They also had before them memoranda by the Secretary of 
State for Defence on the defence budget (CP (71) 107 and 113) and 
a memorandum on the public expenditure review by the Central 
Policy Review Staff (CP (71) 108). 

\The Chief Secretary, Treasury, said that at their meetings on 
29 June and 22 July the Cabinet had decided as a matter of policy 
to establish for annual public expenditure the totals set out in 
CP (71) 103 and had invited him to arrange for an interdepartmental 
study of the means by which the outstanding proposals for additional 
public expenditure could be matched by reductions. He had also 
been asked to deal in this study with the problem of the aid 
programme and to take account of the possible need for further 
savings both to offset increased steel investment and to replace savings 
previously assumed from cost-related prescription charges. Officials 
had now completed the study and had identified net reductions 
sufficient to cover the proposals for additional expenditure on health, 
education, legal aid and voluntary social service. If, however, the 
outstanding proposals for overseas aid, defence and steel investment, 
together with the recent proposal for a regional development agency, 
were also accepted, total public expenditure would exceed the annual 
target figures by amounts rising to £254 million by 1975-76. 

As regards overseas aid, the Cabinet had already accepted that 
the programme should not be adjusted with each revised forecast of 
gross national product (GNP); but they had also been concerned 
about the likely fall in the proportion of GNP represented by the 
planned figure for 1972-73. In order to avoid such a fall an 
additional £9 million would be needed in that year. For 1975-76, he 
had already proposed an extra £8 million. 

As regards defence, the Cabinet had approved at their last 
meeting increases in the defence budget totals for the years 1972-73 
to 1974-75. This would accommodate the additional expenditure 
of £70 million which had recently been authorised for ships. More 
additional proposals for defence expenditure, such as the extra 
£105 million sought for 1975-76, could not be accommodated without 
seeking further offsetting reductions in other programmes; and this 
raised a major issue of Government priorities. 

The general problem of containing public expenditure would also 
be eased if the Government were to revert, as soon as price restraint 
allowed, to the policies on charging for public services announced in 
the White Paper " New Policies for Public Spending " (Cmnd 4515). 
The Cabinet might therefore wish to resume their previous discussion 
of prescription charges, which they considered on 15 July, and also to 
consider moving towards the objective in Cmnd 4515 of covering the 
running cost of school meals. 

As regards steel investment, the estimates had again been revised; 
but they were still provisional. There were also uncertainties in the 
forecasts of housing investment. 
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As a result of these factors total public expenditure seemed 
likely to be somewhat above the target annual totals, while the 
medium-term economic prospect appeared marginally, but not 
significantly, less difficult. In the circumstances he did not feel 
it necessary to ask the Cabinet to consider major policy changes at 
the present stage in order to meet the possible additional expenditure 
on steel investment. Such changes would be required, however, if 
further substantial additions to public expenditure were 
contemplated; and even without such additions there would be even 
greater need to secure savings and to restrict demands on the 
contingency reserve to the inescapable minimum. There would also 
need to be a separate study of possible rephasing of programmes in 
order to provide more room for manoeuvre in 1973-74. With these 
provisos, he recommended that the proposals for health, education, 
legal aid and voluntary social service should now be accepted as set 
out in Table 1 of the Annex to CP (71) 103; that the additional 
provision for overseas aid should be limited to the amounts which 
he had proposed; that the outstanding additional proposals for 
defence should be rejected; that no offsetting savings should be 
sought at this stage for steel investment; but that the Cabinet should 
examine the possibility of increasing charges as envisaged in 
Cmnd 4515. 

Defence The Secretary of State for Defence said that he was seriously 
Previous concerned about the suggestion that the proposed additional 
Reference: expenditure of £105 million on defence in 1975-76 should be 
CM (71) 49th rejected. It was proving increasingly difficult to reconcile the 
Conclusions, defence objectives of the Government published in the Supple-
Minute? mentary Statement on Defence Policy in October 1970 (Cmnd. 4521) 

with the financial targets for the years 1971-72 to 1974-75 which 
had been agreed and published at that time. In order to meet 
changes required for urgent operational reasons and to offset 
increased forecasts of the cost of new classes of ships, he had already 

'' pruned the long-term costings for new equipment and works 
I programmes for those years by more than £300 million. He was 

not now seeking, on defence grounds, any increase in the amounts 
for those years which had been approved by the Cabinet at their 
last meeting; but additional provision might be necessary later in 
order to meet unforeseen requirements in Northern Ireland and 
Malta or an expansion of recruitment beyond present expectations. 
He had also circulated in C P (71) 113 proposals for possible 
additional expenditure on defence which the Cabinet might wish 
to consider primarily by reference to the contribution which they 
might make to the relief of unemployment. The proposed 
additional expenditure on Buccaneer aircraft was small; and he was 
prepared to finance it from within the defence budget. H e hoped 
that the Cabinet would also agree that officials should continue to 
study the possibility of some modest extra expenditure for 

. exploratory development in areas of high technology. The suggested 
additional expenditure on Nimrod aircraft and on the acceleration 
of orders for Army vehicles should be assessed in the light of the 
employment which it might generate, although the proposed order 
for Nimrod aircraft would have the additional advantage of 



avoiding a break in the production line and might thus place the 
manufacturers in a more favourable position in relation to potential 
future export orders. As regards 1975-76, the defence budget total 
proposed by the Treasury, which had been put forward before the 
costings had been completed, took insufficient account of the 
consequences of carrying out a more effective defence policy than 
that of the previous Administration. To keep expenditure within 
the total proposed would require still further reductions in the 
equipment programme and in the capability of the Services. In 
some critical areas it was now doubtful whether the defence 
programme was sufficient to sustain the healthy industrial base 
which was essential t o future defence procurement. The Treasury 
proposal would also imply both a reduction in the proportion of 
G N P spent on defence and a fall in the actual amount spent on 
defence, at constant prices, between the years 1971-72 and 1975-76, 
compared with the substantial increases planned for some civil 
programmes. This would be evident from the published figures 
and would be bound to cause considerable concern to our allies. 

, In discussion of the suggested additional defence expenditure to 
relieve unemployment it was pointed out that the additions to public 
expenditure up to 1973-74 which had already been approved had 
absorbed the savings recorded for those years in the public 
expenditure review of 1970 and that this would be evident when the 
next public expenditure White Paper was published later in the year. 
Hitherto, the general reflationary measures initiated by the 
Government had taken the form mainly of reductions in taxation; 
and additions to public expenditure for reflationary purposes had 
been restricted to the assisted areas and had also been limited, as 
far as practicable, t o the period up to 1972-73. Even if it were 
judged necessary that public expenditure should be further increased 
in order to encourage a revival of demand, it was questionable 
whether defence was the most appropriate category of expenditure 
for this purpose. The Nimrod aircraft, for example, were not 
included in the defence long-term costings and therefore did not 
have priority on defence grounds. But they would be equally 
unjustified on employment grounds, given that most of the additional 
employment would be outside the development areas. More 
generally, there were many other competing claims for expenditure, 
for example on regional policy and retraining, which might have a 
better claim for consideration. 

On the other hand, the preservation of continuity in the 
production of defence equipment which might have an export 
potential was also important. Nimrod aircraft might be of interest 
to a number of countries, including Canada, South Africa and 
Australia. The present proposal emphasised the importance of early 
consideration by Ministers of the outcome of the study at present 
being carried out by officials into the future of the aerospace 
industry. A decision on the purchase of Nimrod aircraft could not 
be taken, however, until further information was available about 
the point at which the production line would otherwise have to come 
to an end. In view of the employment forecasts which the Cabinet 
had recently been considering in another context, consideration 



should be given to the steps which might be taken to stimulate 
employment generally. Such a study, however, should extend more 
widely than the defence-based industries and the construction 
industry, which had hitherto tended to be regarded as the most 
appropriate instruments for varying expenditure programmes for 
economic reasons. Consideration might also be given, for example, 
to bringing forward orders for electricity generating equipment and 
to the possibility of obtaining for our industry a better share of work 
arising from collaborative projects with other countries. 

. In discussion of the longer-term prospects for defence 
expenditure it was emphasised that the Government were publicly 

1 committed to maintain an adequate defence capability. It was also 
important to encourage industries concerned with advanced 
technology, which might be adversely affected by a too rigorous 
limitation of defence expenditure. On the other hand, the Central 

- - Policy Review Staff had drawn attention in CP (71) 108 to the risk 
that the reduction of taxation, which was one of the Governments 
major objectives, would be endangered by approving totals of public 
expenditure in excess of the capacity of the economy. Some risk 
would be involved even in the amounts recommended by the Chief 
Secretary, Treasury, in CP (71) 103. Moreover, if our allies were 
likely to press us to increase our defence effort, it would be prudent 
to anticipate this pressure by keeping some room for future 
manoeuvre. If we became publicly committed now to a level of 

, defence expenditure in 1975-76 which proved to impose an undue 
; burden on the economy, there would be great political and 
presentational difficulties in subsequently reducing it. In any case, 
the estimates in the public expenditure White Paper for the final 
two years of the review period were acknowledged to be less precise 
than those for the earlier years. It might be possible to deal with 
the immediate problem, therefore, by indicating specifically that the 
forecast for defence in 1975-76 was provisional and was subject to 
subsequent reappraisal. Before the amount to be published was 
finally decided, however, it would be relevant to ascertain to what 
extent the proposed additional provision was necessary in order to 
enable orders to be placed in the immediate future. 

'\ The Prime Minister, summing up this part of the discussion, 
i said that the Cabinet noted that the Secretary of State for Defence 

was not now seeking, on defence grounds, additions to the defence 
budget for the years up to 1974-75 beyond those already approved 
by the Cabinet. They also noted that he might need to propose 
additional expenditure later in respect of Northern Ireland, Malta 
or increased recruitment. As regards the proposals in CP (71) 113, 
the Cabinet agreed that officials should continue to study the 
possibility of modest extra expenditure for exploratory development 
in areas of advanced technology; and they noted that the Secretary 
of\ State for Defence did not ask for any increase in the defence 
budget to finance the suggested additional expenditure on Buccaneer 
aircraft. Before a decision was taken on the other proposals in this 
memorandum additional information was required about the 
prospects for continuity of production of, and possible export orders 
for, Nimrod aircraft. Consideration should also be given to possible 



additional expenditure in civil expenditure programmes, such as the 
electricity investment programme, which might serve to relieve 
unemployment by taking up under-used industrial capacity. As 
regards the defence budget for 1975-76, any amount agreed and 
published at the present stage could only be provisional and subject 
to the reappraisal which was already in progress. The Secretary of 
State for Defence should therefore arrange for officials to examine 
how far a decision now on the defence burget total for 1975-76 
would materially affect the placing of orders in the immediate future. 
When this information was available he should consider further, 
in consultation with the Chancellor of the Exchequer, the amount 
to be published for 1975-76 in the public expenditure White Paper 
and the manner in which the provisional nature of this sum could 
best be indicated. 

: The	 C a b i n e t 

(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 Secretaries of State for Defence and for Trade 
and Industry and the other Ministers concerned, to 

, , ,	 arrange for officials to carry out a fuller examination, 
from the standpoint of the effect on the various industries 
concerned, of the proposals in paragraph 2 (a) and 2 (c) 
of CP (71) 113 and of other possible proposals for 
additional expenditure in civil programmes which might 
take up under-used industrial capacity; and to make 
recommendations accordingly. 

(3) Invited	 the Secretary of State for Defence to arrange for 
officials to continue their study of the possible benefits 
to be obtained from increased defence expenditure on 
development in areas of advanced technology. 

(4) Invited the	 Secretary of State for Defence, in consultation 
with the Chancellor of the Exchequer, to reappraise the 
consequences for our defence capability and for the 
defence-based industries of the alternative amounts 

'	 which had been proposed to the Cabinet for defence 
expenditure in 1975-76; and to examine, on the lines 
indicated in the Prime Ministers summing up, the 
manner in which forward estimates of defence expendi
ture in that year might best be publicly presented in the 
meantime. 

In discussion of the proposals in CP (71) 103 on the civil 
expenditure programmes the following main points were made— 

' (a) It was agreed that, in order to avoid a decline in the 
proportion of G N P assigned to the aid programme in 1972-73, 
£9 million (at constant 1971 survey prices) should be added to the 
programme for that year. It was also agreed that £8 million should 
be added to the programme for 1975-76. 



(b) The outcome of the study on steel investment was still 
awaited. While the present expenditure provision might prove to 
be inadequate, the forecasts were still tentative and provisional; and 
it therefore seemed wise to leave the matter in abeyance for the time 
being, even though this involved some risk that additional provision 
might be required later. 

(c) The additional provision for the legal aid programme would 
suffice to enable the Lord Chancellor to implement the scheme 
proposed by the Law Society to provide legal advice and assistance 
to people of modest means. 

(d) Approval of the proposed additional provision for voluntary 
social service would enable the Government, at small cost, to take 
a useful initiative in this field. The Lord Privy Seal would submit 
to the Home and Social Affairs Committee his proposals for 
implementing this initiative and for ensuring appropriate public 
presentation for it. 

(e) The Secretary of State for Social Services would shortly 
circulate to the Cabinet further proposals about prescription charges, 

"which might go	 some way to remedy the deficiency resulting from 
the abandonment of cost-related charges. Any announcement of 
the abandonment of cost-related charges would be better deferred 
until these proposals had been considered. 

(/) A substantial increase in the charge for school meals has 
recently been made. It seemed difficult to contemplate bringing 
forward the date of the next increase; but further consideration 
might be given to its amount. There was always the possibility, 
however, that, if local authorities disagreed with the Governments 
proposals, they could reintroduce an element of subsidy themselves 
by using their power to apply the product of a Id rate to general 
purposes. The treatment of this power in the legislation to 
reorganise local government in England and Wales was at present 
being reconsidered in the light of discussion in the Home and Social 
Affairs Committee. 

(g) Although the Cabinet had reviewed all the proposals for 
additional expenditure which had been put forward in the context 
of the public expenditure review, there was a possibility that further 
proposals might need to be considered later in order to implement 
new developments in regional policy, particularly when the Regional 
Employment Premium came to an end. Further proposals might 
also be necessary to implement the Governments Election commit
ment on industrial retraining. 

The C a b i n e t 

(5) Approved recommendations 1, 2 and 4 of CP (71) 103. 

(6) Invited the	 Lord Privy Seal to bring before the Home and 
Social Affairs Committee proposals for the implementa
tion and public presentation of the proposed new 
initiative on voluntary social service. 



The 
Queen's 
Speeches 
on the 
Prorogation 
and on the 
Opening of 
Parliament 

Upper 
Clyde 
Shipbuilders 
Previous 
Reference: 
CM (71) 49th 
Conclusions, 
Minute 5 

(7) Invited	 the Secretary of State for Social Services, in 
consultation with the Chancellor of the Exchequer and 
the Secretaries of State for Scotland and Wales, to 
circulate to the Cabinet his further proposals regarding 
prescription charges. 

(8) Invited the Secretary of State for Education and Science, in 
consultation with the Chancellor of the Exchequer and 
the Secretaries of State for Scotland and Wales, to 
examine what further steps might be taken to implement 
the objective set out in Cmnd. 4515 of covering the 
running cost of school meals; and to bring forward 
recommendations to the Cabinet. 

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

of the Council (CP(71) 111 and 112), to which were annexed 
drafts ;bf The Queen's Speeches on the Prorogation and on the 
Opening of Parliament. 

The Cabinet considered the draft Speeches paragraph by 
paragraph. 

The Prime Minister, summing u p the discussion, said that the 
Cabinet approved the drafts, subject to the various amendments 
which had been suggested. 

The C a b i n e t -
Took note, with approval, of the Prime Minister^ summing 
u p of their discussion. 

S E C R E T 
3. The Cabinet considered a memorandum (CP (71) 114) by 

the Secretary of State for Trade and Industry about Upper Clyde 
Shipbuilders (UCS). 

The Secretary of State for Trade and Industry said that, since 
the Cabinet had last discussed UCS, he had met Mr. McGarvey of 
the Confederation of Shipbuilding and Engineering Unions (CSEU) 
and had informed him of the Government^ willingness to enter into 
negotiations with shipowners about the conditions on which they 
would confirm their orders provided that the unions gave acceptable 
and public assurances of co-operation with Govan Shipbuilders Ltd. 
and of meaningful negotiations on working practices and wage rates. 
The joint statement annexed to CP (71) 114, which had been issued 
as a result of the meeting, had been subsequently approved by the 
Shipbuilding Committee of the CSEU and had been endorsed, on 
the recommendation of the shop stewards, at a mass meeting of 
workers, although with some reservations. The statement had 



provided public assurances of the kind which he had requested but 
had also reiterated that the unions' principal objective was to 
preserve employment in all four UCS yards. The Minister for 
Industry had in the meantime discussed with Irish Shipping Ltd. the 
conditions which they had earlier laid down for maintaining their 
Orders for ships. Although they had made some small concessions, 
they would not increase the original contract price; and they still 
required a refund guarantee in respect of all payments on their four 
ships after liquidation together with their pre-liquidation payment 
of £320,000, which was covered by a bank advance. Negotiations 
with the other shipowners concerned, the Brazilian Government, 
had also begun. 

Unfortunately, there was still some doubt about the real 
intentions of the shop stewards; and there was a risk that, once the 
guarantees had been given to the shipowners, they might withdraw 
their support from the agreement with the CSEU officials. On the 
other hand the undertaking from the CSEU went further than had 
been hoped for in giving an assurance that the work force would 
contribute to the timely and efficient delivery of the ships. 
Moreover, Govan Shipbuilders Ltd. was now in existence; and the 

Government had been able to make clear the responsibility of the 
unions in relation to its future. In these circumstances, and bearing 
in mind that the actual financial commitment of the Government 
in: the event of failure to complete the ships was likely to be much 
less than the total contingent liability of £15-£20 million, he felt 
justified in asking the Cabinet to agree that he should enter into 
arrangements with the shipowners on the lines indicated in his 
earlier memorandum CP (71) 109. It was also urgently necessary 
to provide the Liquidator with further working capital. Subject to 
his colleagues' agreement to these proposals, he proposed to make 
an early statement to the House of Commons, describing the latest 
developments and the action now envisaged and refuting recent 
assertions that, if UCS had been allowed to continue, it would by 
now have been making a profit. 

In discussion, there was general agreement that the Secretary 
of State should proceed on the basis which he proposed. There was 
some hope that the shop stewards were coming to realise that they 
could not be certain of the continued support of the workers, many 
of whom now understood that the choice was in fact between the 
closure of all four yards and the preservation of a substantial 
proportion of the jobs under the Governments proposals. In the 
interests of the Governments employment and industrial relations 
policies generally, the shop stewards could not be allowed to dictate 
terms to the Government; and, if they proved unreasonable in the 
negotiations which lay ahead it would be better to pay compensation 
to the shipowners than to allow the shop stewards to dictate terms. 
When the Secretary of State made his Parliamentary statement he 
should make clear why it would not have been more practical and 
economical to keep UCS in being; and he would need to be 
prepared to deal with questions about the future of the Clydebank 
yard. There was still some possibility of its sale to an American 
company which was interested in the yard for the construction of 



ships carrying natural gas. Other possibilities might be to develop 
the yard for the construction of oil rigs or to commission a study 
of the most suitable alternative uses for the site, for example as an 
industrial estate, by private interests. The location did not seem 
to be a suitable one for a retraining centre. It would be desirable 
for the Government to give early evidence that they were actively 
pursuing these various possibilities. 

The Prime Minister, summing up the discussion, said that the 
situation was now more favourable, in that the unions had signed 
an agreement providing clear assurances of the kind which the 
Cabinet had envisaged at their earlier discussion. Provided that no 
Government money would be contributed to Govan Ship
builders Ltd. until the unions had reached and signed an agreement 
with the company about working practices and wage rates and the 
Government had had the opportunity of considering the company's 
proposals for the future of the Govan/Linthouse, and perhaps the 
Scotstoun, yards in the light of the study which was now taking 
place, the Cabinet agreed that the Secretary of State for Trade and 
Industry should give the necessary guarantees to Irish Shipping Ltd. 
and might provide the Liquidator with increased working capital of 
up to £2 million. H e should also make a statement in the House of 
Commons, as proposed. 

The C a b i n e t -

Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Secretary of State for 
Trade and Industry to be guided accordingly. 

Cabinet Office, 


19 October, 1971 
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1. The Cabinet considered the arrangements for the forth
coming debate in the House of Commons on our accession to the 
European Economic Communities. In discussion Ministers agreed 
on the importance of clearly defining our position on the issue of 
fisheries, on which negotiations were not yet complete. 

The Lord Privy Seal informed the Cabinet that three days 
would now be required for the corresponding debate in the House 
of Lords. Although it would have been desirable to conclude the 
debate in the Upper House on the day before the end of the Commons 
debate, it had proved impossible to secure the agreement of the 
Opposition to a programme which would make that possible. The 
debate would, therefore, take place on Tuesday, Wednesday and 
Thursday of the following week. 

The Cabinet— 

(1) Took note of the statement of the Lord Privy Seal. 

(2)	 Invited the Foreign and Commonwealth Secretary, in 
consultation with the Chancellor of the Duchy and the 

,	 Minister for Agriculture, Fisheries and Food, to settle 
the terms in which our position on the issue of fisheries 
should be described in the debate. 

CONFIDENTIAL 
2. The Cabinet, who had before them revised drafts of 

The Queen's Speeches (CP (71) 117 and 118), approved one further 
amendment to the draft Speech for the Opening of Parliament. 

SECRET 
3. The Foreign and Commonwealth Secretary said that he had 

announced on 18 October a further allocation of £7^ million for 
refugee relief in India and £1 million for relief in East Pakistan. 
These large payments were part of the price of the failure by the 
parties concerned to make progress with a political settlement; 
and we could not carry this burden indefinitely. The impending 
visit of the Indian Prime Minister, Mrs. Gandhi , to this country 
would provide us with an opportunity of seeking to establish India's 
real aims and to make some progress in reducing the numbers in 
refugee camps. The first requirement was to establish the facts. 
Present evidence was conflicting, the Indian Government maintaining 
that the flow of refugees still amounted t o 40,000 a day, whereas 
the Pakistani authorities claimed that it had virtually ceased. He 
was pressing the Secretary-General of the United Nations, U Thant, 
to obtain reliable information on this point. In the political context 
the recent initiative by the President of Pakistan, Yahya Khan, 
towards establishing a civilian government in East Pakistan had 
had a mixed reception. The Bangladesh leaders were still insisting 
that their starting point in any discussion was that East Pakistan 



should be independent. Meanwhile, IndoPakis tan i relations 
remained tense; and, although it seemed unlikely that India would 
begin a war, the possibility that Pakistan might in desperation attack 
Kashmir could not be ruled out. 

In the course of a brief discussion it was noted that it would be 
difficult to refer the situation to the United Nat ions as a threat to 
peace, since neither India nor Pakistan accepted that there was 
such a threat. Consideration should perhaps be given, however, 
to arranging some judicious publicity for the political efforts which 
we were making to reduce the present tensions. 

The Foreign and Commonwealth Secretary said that good 
progress had been made towards the formation of a Union of Arab 
Emirates, combined with plans for the maintenance of residual local 
military forces in the area after our withdrawal. The continued 
insistence of the Shah of Iran on estabhshing Iranian sovereignty 
over the islands of Tunbs and Abu Musa, however, was a major 
obstacle to a satisfactory settlement; and, although some progress 
had been made in reconciling opposing attitudes by our special 
representative, Sir William Luce, the situation was still potentially 
dangerous. Sir William Luce was paying another visit to the area 
during the following week, after which Ministers would probably 
need to give further consideration to our own plans. 

The Cabinet— 

Took note of the statements by the Foreign and Common
wealth Secretary. 

CONFIDENTIAL 
4. The Cabinet considered a memorandum by the Home 

Secretary (CP (71) 116) about statutory local authority committees. 

The Home Secretary said that the White Paper " Local 
Government in England: Government Proposals for Reorganisation " 
(Cmnd. 4584) had stressed the importance of sound management in 
local government and had indicated that the present controls affecting 
the internal organisation of local authorities would be re-examined 
in order to give the authorities the maximum discretion to take their 
own decisions within national policies. In this connection the 
Ministerial Committee on Regional Policy and the Environment 
(RE) had been considering which of the statutory requirements 
imposed on local authorities to appoint committees for particular 
functions should be retained in the legislation to reorganise local 
government in England and Wales. It had been agreed that several 
statutory committees were no longer required but that statutory 
committees for police and for national parks would still be needed 
because they contained members appointed from outside local 
government. R E had not been able to agree, however, on the 
treatment of the statutory committees for social services and for 
education. As regards education it was arguable that the service 
was now sufficiently well-established not to need a statutory 



committee. On the other hand there were grounds for fearing that 
the present breadth of representation in the education committees 
might be jeopardised if the requirement was withdrawn; and its 
withdrawal would be strongly opposed by the Association of 
Education Committees and the National Union of Teachers. While 
the statutory requirement to maintain a committee might be abolished 
in the context of general removal of all such requirements, R E had 
accepted that it could not be abolished so long as social services 
committees remained obligatory. The requirement to appoint a 
separate committee for social services, however, had only recently 
been imposed, following the recommendations of the Seebohm 
Committee, in order to establish and protect the newly-integrated 
local authority social services. 

In the light of these considerations some members of R E had 
felt that the retention of statutory committees for social services and 
for education would no t only lead to pressure for the retention of 
other committees which, it was agreed, could be dispensed with 
but would also weaken the credibility of the Governments promise 
to confer greater independence on local authorities. These arguments 
pointed either to the abolition of the statutory requirement or at 
least to the establishment in the forthcoming legislation of a clear 
terminal date, e.g. 1981, possibly with a provision for a further 
limited extension by Order. Other members of RE, however, had 
maintained that any mention of a terminal date at this stage would 
be seen as undermining the basis on which the new service was 
being built and would give encouragement to those local authorities 
who were still hostile to the Seebohm reforms. Morale among the 
social services staff would be impaired; and services which were 
responsible for helping the poorest and most vulnerable members 
of the community would suffer. Whichever decision was taken, 
however, the Government were likely to be criticised, either for 
not living up to their promises to give more freedom to local 
government or for not caring about the poor and under-privileged 
and for giving a low priority to education. 

I n discussion it was suggested that, even in the absence of a 
statutory requirement, local authorities could be expected to appoint 
separate committees to exercise their main functions. If statutory 
committees were maintained for some of these functions, however, 
it would be difficult to find convincing reasons for resisting proposals 
to create such committees for the other functions where there was 
no less urgent a need for energetic development of the service, 
such as housing or employment. Police committees and national 
parks committees had only reluctantly been admitted as special 
cases because they contained representatives appointed from outside 
local government and because their areas did not always coincide 
with local government boundaries. The Government had declared 
that the main reason for reform was to give more power to local 
government; and the local authority associations would regard the 
decision on statutory committees as a test of the genuineness of 
that intention. A recent report by representatives of local govern
ment, , fwhich had obtained wide publicity in local government circles, 
had strongly criticised the imposition of requirements for statutory 



icommittees, on the grounds that there was no evidence that services 
subject to statutory controls over committees or officers were better 
administered than services without such controls. The argument 
that the local authority social services had only recently been 
integrated into a new service could be met by the compromise 
suggestion that the requirement should not be abolished forthwith 
but should be continued until a predetermined date. 

On the other hand it was urged that statutory requirements to 
appoint particular committees did not in practice greatly restrict 
local authorities' freedom of management. In demanding more 
independence, local authorities were more concerned about the 
scope of the functions allotted to them and about their power to 
appoint the members of committees than about statutory require
ments that the committees should be established. The report by 
local government representatives had ignored the beneficial effect 
which the statutory requirement of a separate children's committee 
had had on the child care service. The reforms recommended by 
the Seebohm Committee had been supported on both sides of 
Parliament. If doubt was cast now on the Governments acceptance 
of the principle of those reforms, many of the more able directors 
and professional staff would be unwilling to seek reappointment 
when the new local authorities were created in 1974. It would 
also have an adverse effect on the public presentation of the 
Governments record on services to the poor and disabled. As 
regards education, while it might be possible to remove the statutory 
requirement in the context of a universal removal of all such require
mehts, abolition of the requirement in any other circumstances would 

1 be widely criticised by the whole range of educational opinion. 

: The Prime Minister, summing up the discussion, said that the 
Cabinet recognised that maintenance of statutory requirements to 
appoint particular committees would be criticised as inconsistent 
with the general intention of the reorganisation of local government. 
Oh the other hand, a decision to set a terminal date on the statutory 
requirements to appoint education and social services committees 
would provoke widespread opposition from those concerned with 
those services and would be represented as evidence that the 
Government did not care for the under-privileged and the disabled. 
On balance, therefore, the Cabinet concluded that local authorities 
should continue to be required by statute to appoint committees 
for education and for social services. This could be defended on 
the grounds that considerable steps had been taken towards removing 
other such statutory requirements but that in the case of social 
services the requirement had only been recently introduced in support 
of a newly-integrated service, and in the case of education there was 
a risk that the breadth of representation in the committees might 
be impaired if the requirement was removed. 

The Cabinet— 

Agreed that in the forthcoming legislation to reform local 
government in England and Wales, local authorities should 
still be required to appoint separate statutory committees 
for education and for social services. 



Review of 5. .; The Cabinet considered a memorandum by the Lord Privy 
Government Seal '(CP (71) 115), reporting the conclusions of the Ministerial 
Research and Committee on Science and Technology on a review by the 
Development Central Policy Review Staff (CPRS) of Government research and 

development and making recommendations about the presentational 
issues involved. The CPRS report was attached to CP (71) 115. 

The Lord Privy Seal said that the Committee had considered 
the CPRS report and had endorsed its principal recommendations. 
They had also concluded that the report itself should not be published 
but that it should be incorporated, with the minimum of textual 
alteration, in a White Paper, which should be published simultaneously 
with a separate but related report by the Chairman of the Council 
for Scientific Policy (the Dainton report). In order to honour earlier 
undertakings that the Government would initiate full consultation 
on their proposals for the future organisation of research and 
development it would be desirable that the President of the Royal 
Society, the Chairmen and Secretaries of the Research Councils and 
the Institution of Professional Civil Servants should be informed, 
about one week before the White Paper was published, of both the 

: Dainton report and the Governmenfs intentions and should be told 
at the1 same time of the basis on which the Government envisaged 
subsequent discussion of their proposals. This discussion would 
be directed to the detailed implementation of the customer
contractor relationship recommended by the CPRS report, including, 
in particular, the extent of the transfer of financial provision for 
the Research Councils from the Science Budget to Departmental 
Votes.' ;-f 

. The Secretary of State for Education and Science said that she 
endorsed the proposals in the Lord Privy Seafs memorandum. But 
they involved major changes in the organisation of Government 
research and development; and the Government would be wise to 
devote both time and trouble to securing the maximum agreement 
to their new policy and to implementing it over a reasonable period 
which would allow the Research Councils adequate opportunity for 
the necessary adjustment. 

In discussion it was suggested that it might be preferable to 
publish the CPRS report as it stood, but in the form of a Green, 
rather than a White Paper. Its forthright style would be in keeping 
with the Government's commitment to more open government; and 
it would enhance the reputation of the CPRS. On the other hand, 
an important question of principle was involved. If advice given 
confidentially to the Government were published in one instance, 
the integrity of the Governmenfs advisers in general would be liable 
to be compromised because the advice would inevitably be compared 
with the decision. The Governmenfs advisers might then cease to 
be accepted as impartial and might come to be regarded as little 
more than pressure groups. In this respect the CPRS were in the 
same position as other Departmental advisers; and, if their report 
on research and development were published, this would establish 
a precedent for future reports, both by the CPRS and perhaps by 
other advisers, which it would be hard to resist. 



i As regards the undertaking of consultation which had been 

*given to the scientific community, it was suggested that limited 


I circulation of a White Paper shortly before it was published, as 

1 proposed in CP (71) 115, would not be accepted as full consultation. 


Nor could the discussions which had already been held by the CPRS 

; with the community be regarded as satisfying this requirement. 

; The Governmenfs proposals were likely in any event to evoke 

; criticism; and this increased the importance of seeking to associate 

: the scientific community with them as far as possible. On the 

other hand there had already been considerable delay in reaching 
decisions; and from the point of view of the morale of the scientific 
establishments concerned it would be preferable to publish as rapidly 
as possible a White Paper, endorsing the main principles of the 
CPRS report as approved policy, and to offer subsequently to 
engage in more detailed consultations about their precise application. 

The Prime Minister, summing up the discussion, said that the 
Cabinet endorsed the substance of the CPRS report and accepted 
its main principles as a basis for future policy. It would be necessary 
to arrange for sufficient discussion with the scientific community, 
as regards both the policy and its implications, to avert any criticism 
that the Government had failed to carry out their undertaking of 
full consultation on the organisation of research and development. 
For this purpose the Government should publish an appropriate 
document but should stipulate a definite time limit for the subsequent 
discussions. The form and content of this document would depend 
on a prior decision whether the CPRS report should be published 
as it s tood; and he would give further consideration to the balance 
of advantage on this issue. The Cabinet would have another 
opportunity of discussing it before a decision was taken. 

The C a b i n e t 
(1) Took note, with approval, of the Prime Minis tefs summing 

up of their discussion. 
5 (2) Agreed to resume their discussion at a later meeting. 

SECRET 
Britten , 6. The Minister for Aerospace said that Britten Norman Ltd., 
Norman a small company which produced the " Islander " aircraft, had 
Limited become insolvent. The company had lost nearly £2 million and 

had total liabilities of £4f million, compared with assets of about 
£3 million including stocks and work in progress. It had sold 
aircraft at well below the cost of production; and it had a stock of 
about 70 completed " I s l a n d e r " aircraft, although there were 
prospective orders for only 17. The aircraft was also produced 
under licence in Romania; but the market was limited by the refusal 
of the United States authorities to grant a certificate of airworthiness. 
A new venture, the " Tr i s lander" , would need substantial new 
investment capital; and the project depended in part on tentative 
negotiations for its purchase by either the Romanian or the Israeli 
Government. Moreover, a United States Company had just 
introduced a new aircraft to serve the same market at a considerably 
lower price than the " Islander " . Since the Ministerial Committee 
oh Economic Policy had considered the situation earlier that week, 
the British Hovercraft Corporation (BHC) to which much of the 



production was sub-contracted, had asked Britten Norman to repay 
a million loan which had been guaranteed by the Exporters 
Refinance Corporation (ERC). Britten Norman could not repay 
the loan; and the ERC, which had itself lent £3 million to the 
company, had decided to appoint a Receiver. In these circumstances 
;it would be right that the Government should take similar action 
in respect of their own interest, which consisted of a £250,000 
debenture and an unsecured liability of about £120,000 for levies 
due under a launching aid agreement. The Governments action 
should preferably follow, within 24 hours, the appointment of a 
Receiver by ERC, in order to make it clear that the prime responsi
bility lay with the latter. It might be desirable, however, that 
officials should thereafter explore, without commitment, whether 
any action could usefully be taken, after the company had gone 
into receivership, to assist in the maintenance of the "Is lander" 
production line, particularly to safeguard the provision of an 
after-sales maintenance and spares service. 

In discussion it was pointed out that the liquidation of Britten 
Norman would adversely affect the prospects of the sale of British 
aircraft abroad, not least in the loss of prospective orders for the 
Tri slander. There would also be public concern that a private 
venture which had shown imagination and promise should now 
have failed. On the other hand it was clear that the company, 
which did not form an important part of the aircraft industry, was 
not viable, that no important social or strategic issues were involved 
and that it would therefore be wrong for the Government to try to 
support it. Moreover, to assist the company with further funds in 
order to,, prevent liquidation would risk involving the Government 
in responsibility for all its liabilities. At the same time it was 
important to avoid any action which would create the impression 
that the Government were directly involved in the decision to appoint 
a Receiver or would associate the Government with that decision. 

The Prime Minister, summing up the discussion, said that the 
Cabinet noted the action being taken by E R C to put Britten Norman 
into receivership and agreed that events should be allowed to take 
their course. It was important, however, to dissociate the 
Government, so far as possible, from any direct responsibility for 
initiating the action taken. The appointment of a Receiver to protect 
the Governments stake in the company should therefore be delayed 
for at least 24 hours after the E R C Receiver had been appointed; 
and any statement by the Government should be confined to rebutting 
criticism of their alleged failure to assist the company. At the 
same time, and on the basis that Government assistance in any 
form was unlikely to be forthcoming, the Minister for Aerospace 
should have discretion to explore, in confidence and without 
commitment, the possibility of keeping the " Islander " project alive 
after the Receiver had been appointed. 

The Cabinet— 
Took note, with approval, of the Prime Ministers summing 
up of their discussion and invited the Minister for Aerospace 
to be guided accordingly. 

Cabinet Office, 

21 October, 1971 
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Cyprus 

 i . The Prime Minister expressed his appreciation of the 
 contribution which his colleagues had made to the high level of the 

debate on our accession to the European Communities. 
h 

The Lord President said that he would inform the Ministers 
concerned as soon as the arrangements for the Debate on the 
Address in the House of Commons had been agreed. 

SECRET 

2. The Foreign and Commonwealth Secretary said that The 
Queen's recent visit to Turkey had been an outstanding success, 
marked especially by the warmth of the welcome which the Turkish 
people had given Her Majesty. 

The C a b i n e t 

(1) Took	 note, with great pleasure, of the statement by the 
Foreign and Commonwealth Secretary about The Queen's 
visit to Turkey. 

The Foreign and Commonwealth Secretary said that the 
United States Government had clearly resented the decision of the 
United Nations General Assembly to recognise the Peking regime 
as the rightful and sole Government of China and to exclude Taiwan 
from the Organisation; and they were momentarily inclined to 
blame some of their friends and allies for giving them insufficient 
support in their efforts to prevent this outcome. We must hope 
that any adverse effect on our own relations with the United States 
would be; only temporary. In the process of negotiations on the 
status of our Diplomatic Mission the Peking Government might 
now ask us to concede that Taiwan was a province of the People's 
Republic. Our answer would require careful thought. In fact it 
must. ,remain our view that the precise status of Taiwan was 
Undecided. We had never in the past recognised the Taiwan 
Government as such or conceded that it represented the Government 
of China; and our consular officers there were accredited only to 
the municipal authorities, not to the Government. 

The Foreign and Commonwealth Secretary said that General 
Grivas was now reported to have returned to Cyprus and to be 
disseminating: propaganda attacking President Makarios ' Govern
ment. Renewed strife in Cyprus seemed likely. A deterioration in 
the situation might have serious implications for our installations 
there, both inside and outside the Sovereign Base Areas, which were 
of very considerable importance to us. 

The C a b i n e t 

(2)	 Took note of the statements by the Foreign and Common
j wealth Secretary. 

1 3 6 6 3 8 - 3 



Employment 
of Aliens 
in Great 
Britain 

Previous 
Reference: 
CM (71) 43rd 
Conclusions, 
Minute 7 

3. The Cabinet considered a memorandum by the Secretary j, 
of State for Employment (CP(71)120) on the employment of aliens J 
in the catering industry in Great Britain. 

The Secretary of State for Employment said that, following the 1 
main decisions earlier in the year on the restriction of the employment 
of aliens, he had discussed the application of this restriction to the 1 
catering industry with both sides of the industry. Whereas the 1 
employers' organisations generally were opposed to restrictions, I 
the trade unions considered that no permits a t all should be issued I 
for aliens. In these circumstances he considered that we should now I 
proceed to introduce a quota but should do so gradually in order F 
to give the industry time to recruit and to train more indigenous 1 
labour. He proposed that there should be 5,500 permits for the 1 
hotel and catering industry in 1972 and 3,500 in 1973. The quota J 
would apply to unskilled and semi-skilled male aliens from countries \ 
other than those which were members of the European Economic I 
Communities (EEC), together with Denmark and Norway. He I 
believed that these quotas would exercise an appreciable effect on ! 
the industry. They were acceptable to the other Departments J 
chiefly concerned in the employment of alien seasonal workers. If 
these proposals were endorsed by the Cabinet, he intended to 
announce them at the earliest opportunity after the House of 
Commons decision on entry into the European Communities. At I 
the same time he would announce that as from 1 January, 1972, 

:no further permits for unskilled and semi-skilled men from countries
(other than Denmark or Norway) which were not members of the 1 
EEC would be issued for work in industry and commerce. I 

The Prime Minister, summing up a short discussion, said that 
the Cabinet approved the proposals in paragraphs 5 and 6 of CP (71) 
120. They should be announced as soon as possible after the 
conclusion of the European debate in Parliament. It would be 
desirable to emphasise the Governments intention to improve the 
training arrangements for the industry and the facilities provided 
by the official employment services; and it would be wise to be ready, 
in addition, to deal with any questions which might be raised about 
the employment of Irish labour in the industry. 

The Cabinet— 

Took note, with approval, of the Prime Ministers summing 
up and invited the Secretary of State for Employment to 
proceed accordingly. 



4. The Prime Minister said that he had considered further the 
form and content of the document to be published by the Government 
about the organisation of Government research and development in 
the light of the points made in the Cabinet's earlier discussion and 
of the Governments commitment to consult the scientific community 
about their conclusions on this matter. As a result he proposed that 
the Government should now publish a Green Paper which would 
comprise, subject to editorial amendment where necessary, the texts 
of the report by the Central Policy Review Staff (CPRS) and the 
report by the Chairman of the Council for Scientific Policy (the 
Dainton report); would indicate the similarity of the approach 
adopted by both reports to the principle of the customer/contractor 
relationship; would endorse that principle in the context of 
Government research and development, on the basis of the proposals 
in the CPRS report ; and would offer consultation with the scientific 
community about those proposals, subject to a definite time limit 
for completion of the necessary discussions. The Lord Privy Seal 
should arrange for the Ministerial Committee on Science and 
Technology to approve the text of a Green Paper on this basis, which 
should be circulated to the Cabinet before it was published. The 
Committee should also consider how the results of the current studies 
of certain research programmes in the Department of Trade and 
Industry and other Departments would best be dealt with in relation 
to the Green Paper and the subsequent consultations with the 
scientific community. The Governments final conclusions on the 
whole range of issues involved might thereafter be published as a 
White Paper. 

The Cabinet— 

Took note, with approval, of the Prime Ministers statement 
and invited the Lord Privy Seal to proceed accordingly. 

Cabinet Office, 

28 October. 1971. 
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S E C R E T 
Parliamentary 1. The Cabinet were informed of the business to be taken 
Affairs in the House of Commons in the following week. 

The Prime Minister said that it was a matter for satisfaction 
that so many of the Governmenfs Bills had already been introduced. 

Oversea 2. The Foreign and Commonwealth Secretary said that the 
Affairs Prime Minister of India, Mrs. Gandhi, had expressed, during her 
India/Pakistan visit to this country in the previous week, pessimistic and almost 
Previous fatalistic views about the East Pakistan situation. She had appeared 

t oReference:  think that the only chance for progress towards a 
CM (71) 51st political settlement lay in discussions between the President of 
Conclusions, Pakistan, President Yahya Khan, and Sheikh Mujib, the East 
Minute 3 Pakistan leader. Even if such discussions could be arranged, 

however, the outcome would remain highly doubtful, if only for 
the reason that Sheikh Mujib no longer commanded the loyalty 
of the Bangladesh activists in East Pakistan. The Government 
of India were giving some support to the Bangladesh guerillas, in 
the belief that, if they failed to do so, the guerillas would be driven 
increasingly into the hands of the Chinese Government. The 
refugee situation remained obscure; and n o clarification had yet 
emerged from the approach to the Secretary-General of the United 
Nations which he had reported at the Cabinet's last discussion 
of the subject. Mrs. Gandhi, despite her own forebodings and the 
problems which the refugees created for her, had so far failed to 
co-operate in proposals that United Nations ' aid should be sought 
in reversing the flow of refugees. 

The Prime Minister said that he had gained the same pessimistic 
impression from his own discussions with Mrs. Gandhi. The 
internal stresses in India resulting from the presence of some nine 
million refugees were increasing, especially since the refugees, as a 
result of receiving relief under United Nations auspices, were in 
fact enjoying a better living standard than many of the local people 
and were competing with them in the labour market. Mrs. Gandhi 
had appeared convinced that these tensions would inevitably grow 
worse. As regards the wider international scene she had said that 
the Indo-Soviet Treaty of Friendship was the consequence of India 's 
growing fear of China, which had been sharpened by the news of 
President Nixon's intended visit to Peking. 

The Prime Minister, summing up a brief discussion, said that 
there were grave dangers in the present situation; forces were 
operating in both India and Pakistan which could lead to war. I t 
would be helpful if the Foreign and Commonwealth Secretary 
could circulate a memorandum to the Cabinet defining the extent 
of our interests in the sub-continent and indicating what action 
might be taken to help to safeguard them. 

The C a b i n e t 
(1) Took note, with approval, of the Prime Minis ters	 summing 

up of their discussion and invited the Foreign and 
Commonwealth Secretary to circulate a memorandum 
accordingly. 

136638-4 	 A 2 



Far East: The Foreign and Commonwealth Secretary said that the Anglo
Five-Power Malaysian Defence Agreement (AMDA) had been terminated on 
Defence 1 November and Notes bringing into force the new Five-Power 
Arrangements Defence Arrangements had been initialled. Inasmuch as these 

arrangements gave us an agreed basis for the presence of our Forces, 
while relieving us of our A M D A commitment, the outcome was 
satisfactory. 

The Anglican The Foreign and Commonwealth Secretary said that he had con-
Dean of 	 sidered the case of the Very Reverend Conville ffrench-Bey tagh, who 
Johannesburg 	 had recently been sentenced to five years' imprisonment in South Africa 

for offences under the Terrorism Act. But he had concluded that 
any intervention on his behalf would no t be helpful. It was virtually 
certain that the Dean had engaged in activities which were illegal in 
South Africa; and, if he was guilty, the sentence was the minimum 
that the Court could have imposed. The widespread revulsion 
which the sentence had aroused was attributable to the state of 
South African law rather than to the action of the Court. 

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

wealth Secretary. 

C O N F I D E N T I A L 
Industrial 3. The Secretary of State for Employment said that the Civil 
Affairs Air Transport National Joint Council (CATNJC), which represented 
Heathrow the employers and the unions in the airline industry, had asked 
Airport Strike to meet him urgently about the dispute which had given rise to the 

unofficial strike of ground staff at Heathrow Airport. The stoppage, 
which was in protest at the award of a contract for ground-handling 
services for a foreign airline to General Aviation Services (GAS), a 
British subsidiary of a Canadian-owned company, was the latest of a 
series of disputes arising from the decision of the British Airports 
Authority (BAA) two years previously to authorise GAS to provide 
an alternative source of ground-handling services for the smaller 
airlines, which otherwise relied on the major airlines for these 
services. The present action, ostensibly based on fear of redundancy, 
constituted a challenge not only to the BAA but also to the conclusions 
of a court of inquiry, set up by the previous Administration, which 
had found in favour of BAA's decision. It was important now to 
stand firm in support of the BAA against pressure by militant 
elements, even though the major airlines, in pursuance of their 
own interests, were also pressing the BAA to give way. 

The Prime Minister, summing u p a brief discussion, said that 
the Cabinet agreed with the Secretary of State for Employment 
that the BAA should be supported by the Government in standing 
firm. Moreover, it was important that the initiative in publicity 
in relation to the dispute should not be left with the strikers; and the 
Lord President of the Council and the Secretary of State for 
Employment should consider how the facts of the situation could 
best be publicly presented. 

The C a b i n e t -
Took note, with approval, of the Prime Minister's summing 
up of their discussion. 



Select 
Committee on 
Procedure^ 
Report on 
the Process 
of Legislation 

C O N F I D E N T I A L 
4. The Cabinet considered a memorandum by the Lord 

President of the Council (CP (71) 121) about the Select Committee 
on Procedure^ Report on the Process of Legislation. 

The Lord President said that the Ministerial Committee on 
Parliamentary Procedure had considered the Select Committee 
on Procedure^ Report on the Process of Legislation, which had 
been published during the Summer Recess. A large majority of the 
Select Committee's proposals were acceptable; and the Government 
should therefore gain credit by taking the initiative and giving a 
prompt response. In particular, early use could be made of some 
valuable procedural changes. H e accordingly proposed to inform 
the House of Commons of the Governmenfs proposals on a number 
of the recommendations in a statement on Monday, 8 November. 

The Select Committee had made two proposals for further 
inquiries. The first, for which there was clearly a case on general 
Parliamentary grounds, was that a Joint Committee of both Houses 
should be appointed to inquire into the procedures and practice 
by which the control of each House over delegated legislation was 
exercised and to report how they might be improved. There was, 
of course, a likelihood that such a Committee would include in its 
recommendations the need for more time to debate Prayers and 
would also turn its attention to the present powers of the House of 
Lords in relation to Statutory Instruments. Nevertheless, it would 
be an advantage to the Government if such an inquiry was in 
progress when proposals for the use of delegated legislation consequent 
about United Kingdom membership of the European Communities 
came to be debated. The Ministerial Committee proposed, therefore, 
that this recommendation should be accepted. 

The most important recommendation made by the Select 
Committee was that the Government should appoint a Committee, 
including Members and Officers of both Houses, to review the form, 
drafting and amendment of legislation and the practice in the 
preparation of legislation for presentation to Parliament. The 
Ministerial Committee had concluded that this recommendation 
should be accepted, subject to further consideration of the composition 
and terms of reference of the Committee. Before the Select 
Committee had reported consideration was being given to a proposal 
that there should be an internal Government inquiry into the 
legislative process; but the conclusions of an inquiry of that nature 
would be unlikely to command such general acceptance, on a matter 
on which there was widespread dissatisfaction, as those of an 
independent inquiry. Moreover, Officers of each House, who 
could make a useful contribution, would be unwilling to take part 
in a purely internal inquiry. It would be preferable for Ministers 
not to be members of the proposed Committee, since they would be 
placed in an invidious position if the Government should decide 
not to accept any of the Committee's recommendations. In any 
case ; it would be impracticable for those Ministers who could most 
usefully become members of the Committee to d o so in view of 
their commitments in the coming year. The Ministerial Committee 
had accordingly considered that the Committee should be a small 



independent body, chaired by a former Minister from either House, 
and that the membership should include some other former Ministers, 
some Peers, an Officer from each House, and possibly a former 
Parliamentary draftsman and a retired senior civil servant who had 
had practical experience of Departmental work in connection with 
legislation. The terms of reference of the Committee would need 
further examination; in particular, it would be necessary to consider 
whether the inclusion of the words " and the practice in the preparation 
of legislation for presentation to Pa r l i amen t" in the terms of 
reference suggested by the Select Committee might extend the scope 
of the inquiry into matters which must remain the responsibility 
of Government. If these words were omitted, however, there 
might be criticism that the Committee would be handicapped in 
undertaking the comprehensive review for which there was a wide 
demand; and it might be preferable to rely on the Committee's 
giving a reasonable interpretation to the terms of reference proposed 
by the Select Committee. 

The Ministerial Committee had also considered that the 
Government should accept the recommendations of the Select 
Committee on the use of pre- and post-legislation Committees, 
while indicating that the scope for such bodies would be limited in 
practice to issues on which there was no political controversy. This 
would be more acceptable than remitting the recommendations to 
the new Committee of Inquiry; and the Government would retain 
their freedom of manoeuvre in settling the terms of reference of that 
inquiry. 

As regards the recommendation that the question should be 
put forthwith on the Motion for Third Reading of all Bills, he 
and the Chief Whip had now come to the conclusion, in the light 
of the prevailing climate in the House of Commons, that there 
would be n o point in offering to consider it with the Opposition; 
and the simplest course would be for the Government to accept it, 

In discussion of the inquiry into delegated legislation it was 
suggested that the proposed Committee would inevitably consider a 
number of controversial questions and the Government would be 
unlikely to be able to accept all the recommendations which 
emerged. These questions included the means by which amendments 
could be made to Statutory Instruments when they were laid before 
Parliament and the criteria for determining whether an Instrument 
should be subject to the Affirmative or Negative Resolution procedure. 
On the other hand, it was not practicable for the Government to 
reject the recommendation, which would be generally welcomed by 
Members. There was considerable dissatisfaction over Parliamentary 
control of delegated legislation; and particular expression might be 
given to this when Parl iaments functions after the United Kingdom 
had joined the European Communities were discussed. Moreover, 
the appointment of the inquiry into delegated legislation would 
make it possible for a decision on most of the other recommendations 
of the Select Committee relating to Statutory Instruments to be 
deferred. 

In discussion of the recommendation that the Government 
should appoint a Committee to review the form of legislation it was 



suggested that it would be important that the matters which were 
to be the subject of the inquiry should be expressly defined. An 
examination of the manner in which Bills were drafted would meet 
the concern which had been expressed in a number of quarters 
and would be acceptable. It would also be reasonable that the 
inquiry should comprise the way in which Bills were dealt with in 
both Houses. It would not be acceptable, however, that the 
Committee should be able to make recommendations about the 
manner in which a Government reached decisions of policy before 
the process of drafting legislation began. N o r should the Committee 
be empowered to consider such matters as the establishment of 
Parliamentary Committees to examine the Governments policy 
proposals before they were pu t into legislative form. In most 
cases discussion with the Opposition before Bills were introduced 
would be pointless; and, with few exceptions, pre- and post-legislation 
committees would be impracticable. It was not unnatural that 
Members should be concerned that they were not consulted in 
advance about legislative proposals, despite the fact that the 
representatives of interests affected by the proposals were often 
brought into confidential discussion. But this was inevitable; 
a n d t h e Green Paper procedure should help t o allay the dissatisfaction 
to, some, extent. 

In discussion of the remaining recommendations of the Select 
Committee it was suggested that there was merit in the proposal 
that explanatory memoranda should be drafted to give a description 
of the purposes and the effect of a Bill. This recommendation 
should therefore be accepted, at least in principle. There might 
also be an advantage in agreeing to consider the recommendation 
that it should be possible for certain Bills which had been to Second 
Reading Committee to be carried forward to the following Session 
of Parliament, although it was recognised that this would tend to 
erode the long-established principle that public legislation should 
not be carried over to a succeeding Session. It seemed likely that 
the Opposition would agree to the recommendation that a second 
Deputy Chairman of Ways and Means should be appointed and 
that they would be willing to provide a Member from their side 
of the House. The proposal to meet up to £200 of the drafting 
expenses of each of the first ten private Members ' Bills in the ballot 
would probably only go part of the way to cover these expenses; 
and in some cases organisations which had, for their own purposes, 
put drafting resources at the disposal of the Private Member would 
benefit. 

The Prime Minister, summing up the discussion, said tha t the 
Cabinet agreed that the Lord President should make a statement in 
the House of Commons on the following Monday indicating the 
Governments views on the Select Commit tees Report , as they 
had emerged from the discussion. In particular it would be 
unacceptable that the decision whether a Statutory Instrument 
should be subject to the Negative or to the Affirmative Resolution 
procedure should be taken out of the hands of the Government; 
and it Iwould be necessary for the evidence given to the inquiry 
into! delegated legislation to take account of this point. It should 
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also be made clear at the appropriate time that the Government 
did not necessarily commit themselves to accept the inquiry's 
recommendations. While the proposal tha t the Government should 
appoint a Committee to inquire into the form of legislation was 
acceptable in principle, further consideration should be given to its 
terms of reference with a view to excluding questions relating to the 
processes of policy formulation and consultation. The recom
mendations relating to the use of pre- and post-legislation Committees 
should be given only a limited acceptance. The Opposition need 
not be consulted about the recommendation that the question 
should be put forthwith on the Motion for Third Reading of all 
Bills. As regards the recommendations relating to explanatory 
memoranda on Bills it would be preferable for the Government 
to indicate that they agreed in principle; and the proposal that 
certain Second Reading Committee Bills should be carried over 
to the following Session need not be rejected outright but might be 
further considered. Subject to these points, the Cabinet approved 
the proposals in CP (71) 121. 

The Cabinet— 

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

(2) Invited	 the Lord President to make a statement, taking 
account of the points in the Prime Minis ters summing 
up, in the House of Commons on the following Monday. 

(3) Invited the Lord President to give further	 consideration to 
the terms of reference of the proposed inquiry into the 
form of legislation and to bring forward recommendations 
to the Cabinet. 

CONFIDENTIAL 
' 5. The Cabinet considered a memorandum (CP (71) 124) 

by the Secretary of State for Social Services on prescription charges. 

The Secretary of State for Social Services said that, following 
the Cabinefs earlier decision not to proceed with a scheme of 
charges related to the cost of individual prescriptions, it was 
necessary to consider how the savings which that scheme had been 
designed to yield could be recovered in whole or in part by an 
increase in the fiat rate charge. The Health Ministers now proposed 
t h a t provision should be made in the Bill on National Health 
Services charges, which had a place in the main legislative programme 
for 1971-72, to relate the flat charge to the average cost of a 
prescription. There would be power to vary the relationship; 
but , in so far as the average cost of prescriptions increased, the 
flat rate charge would be correspondingly increased annually by 
administrative action. If the relationship between the average 
cost of prescriptions and the flat rate charge established in April 
1971, were to be maintained by an increase in the flat rate from 
1 April, 1972, the increase would be from 20p to 23p and would 



yield an extra £4 million a year. If it was thought that, in view of 
the initiative for price stability taken by the Confederation of 
British Industry (CBI), the increase should be limited to 5 per cent, 
the extra yield would be only £ 1 ^ million a year; and it was 
questionable whether the adverse publicity which it would attract 
would make it worth while. An alternative course would be to 
defer the increase until after the expiration of the CBI's initiative; 
an increase to 25p would be involved if it were deferred to September 
1972. He proposed to enter into discussion with the organisations 
concerned about the possibility of making six-monthly " season 
t i cke t s " for prescriptions available for sale in chemists' shops. 
Meanwhile, it was necessary to make an early announcement of the 
abandonment of the scheme of graduated charges originally proposed. 

In discussion it was pointed out that the proposal to relate the 
flat, rate charge to the average cost of prescriptions would add 
considerably to the volume of controversy already involved in the 
Governmenfs legislative programme. Indeed, it was already probable 
that in view of the pressure of other Bills it would not be possible 
to find time for a National Health Service Charges Bill at all. The 
abandonment of the Bill, however, would involve abandonment 
of other charging provisions, dealing with exemptions from charges 
for dental treatment and with optical charges; and, if these measures, 
which were foreshadowed in the White Paper of October 1971, were 
not carried through, it would be desirable to make an early 
announcement of their postponement. 

In further discussion it was recognised that a system involving a 
fixed relationship between the charge and the average cost of 
prescriptions was free from the disadvantages of the earlier graduated 
charges scheme and would secure buoyancy in the revenue. The 
automatic operation of the scheme, however, would tie the hands of 
the Government and might produce inconvenient results in particular 
situations. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that no further action should be taken for the time 
being as regards the flat rate charge; and the Cabinet should consider 
the situation again in the spring of 1972. Meanwhile, the 
announcement of the abandonment of the system of graduated 
charges should take account of the strong possibility that it would 
not be possible to introduce any legislation in the current Session 
on National Health Service charges; and it should be so framed 
as not to exclude the possibility of future change in the system by 
which the level of the fiat rate charge was settled. The Health 
Ministers should prepare the announcement in consultation with 
the Chancellor of the Exchequer and the Lord President. 

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

School Milk 6. The Cabinet considered memoranda by the Secretary of 
State for Education and Science (CP (71) 125), the Secretary of 
State for Scotland (CP (71) 122) and the Secretary of State for 
Wales (CP (71) 123) on the provision of school milk. 



The Secretary of State for Education and Science said that 
under the provisions of the Education (Milk) Act, 1971, education 
authorities were required to discontinue the supply of free milk 
to pupils over the age of seven. N o local authorities in England 
were defying the Act. But most Inner London boroughs, which 
were not education authorities, were supplying school milk by using 
their power to apply the product of a Id rate, which attracted rate 
support grant (RSG), for the benefit of the inhabitants of the area. 
The effect of local government reorganisation would be to reduce 
the number of local education authorities and to increase the 
number of authorities who could act in this way if they chose to do so. 
In addition, at least one education authority were providing mid
morning beverages other than milk to children between the ages of 
seven and 11. The authorities concerned were therefore circumventing 
the spirit of the Act; but they were not acting illegally. She was 
convinced that the policy embodied in the Act was right; and the 
difficulties which had arisen were due to the fact that education 
authorities and teachers were no t prepared to sell milk in school, 
although there would be no difficulty in collecting the payment 
simultaneously with the money paid for school meals. Before 
considering any action in relation to authorities in England, however, 
it would be wise to await the results of dealing with those in Scotland 
and Wales who were acting in clear breach of the Act. 

i The Secretary of State for Scotland said that in Scotland five 
education authorities were acting in defiance of the law. Local 
authority accounts in Scotland were audited by accountants in 
private practice; and the auditor could deal with improper expenditure 
at any time without specific authority for an extraordinary audit. 
He had now received a report from the auditor in respect of the 
Midlothian County Council, which by a narrow majority had 
determined to defy the law. A n informal approach to the Council 
had been approved by the H o m e and Social Affairs Committee; 
but this had been unsuccessful. Individual councillors now had 
until 10 November to decide whether they were determined to continue 
to defy the law. If they did not desist from their defiance, they 
would be automatically surcharged unless he was satisfied that 
those concerned had acted reasonably or in the belief that their 
action was authorised by law or that the action in question took 
place in such circumstances as to make it fair and equitable that a 
surcharge should not be made. He intended to interpose a further 
'stage by informing the Council officially that he proposed to determine 
that the expenditure was illegal and that certain named councillors 
would be surcharged unless the Council ceased to contravene the 
law and did not incur further unlawful expenditure. There was a 
possibility that the Council would cease their defiance. If they 
did so, he would use his power to ensure that no one was surcharged. 
If they continued their defiance, it would be about two months 
before any wages or salaries were arrested to meet the surcharge. 
If necessary, property could be impounded for sale; but there 
would! be n o question of imprisonment and the councillors would 
not be disqualified. The amount involved on the aud i to r s present 
report was of the order of £6 for each councillor; but, if defiance 
of the law continued, the total potential surcharge would increase 
at the rate of about £1,000 per month. 



The Secretary of State for Wales said that in Wales only one 
authority, the Merthyr Tydfil Council, were acting in defiance of 
the law, having resolved to do so by a large majority. An informal 
approach to the Council had been unsuccessful. In Wales an 
extraordinary audit could be carried out by the District Auditor 
at the direction of the Secretary of State. If the Auditor formed 
the view that unlawful expenditure had been incurred, he was 
required to give those concerned an opportunity in public to explain 
their action. If he subsequently decided that the expenditure 
was in fact illegal, he would have to disallow it. Subject to appeal 
to the High Court (since the surcharge would exceed £500), the 
councillors would then be surcharged and automatically disqualified 
from membership of any local authority for five years. He had 
power, under the proviso to Section 228 (1) of the Local Government 
Act, 1933, to sanction expenditure which would otherwise be unlawful; 
and he would use this power if the Council desisted from their 
defiance. ' Disqualification of the councillors concerned would 
reduce the Merthyr Tydfil Council to nine or ten members. If the 
councillors refused to pay the surcharge, they could be sent to prison 
for civil, debt. The political consequences in Wales would in any 
event be serious. If it were agreed that the Secretary of State for 
Scotland should make the proposed further approach to the 
Midlothian County Council, he suggested that he should at the 
same time take the broadly parallel action of directing the District 
Auditor to carry out an extraordinary audit in Merthyr Tydfil. The 
alternative would be to await the outcome of the approach to the 
Midlothian County Council. But the two Councils were probably 
in close touch; and a delay was not likely to be helpful. 

In discussion it was suggested that open defiance of the law 
could not be allowed to continue unchecked. Otherwise, other 
local education authorities would supply milk illegally or be 
encouraged to find ways of circumventing the spirit of the Act ; 
and defiance of the law by local authorities might extend to further 
fields. In any event action to deal with the unlawful expenditure 
was automatic in Scotland and had already started. On the other 
hand the action proposed would seriously embarrass the Government, 
particularly since it seemed likely that individual councillors were 
determined to appear as martyrs. At least one local authority 
officer, however, had refused to sign a cheque in respect of expenditure 
incurred for the; unlawful provision of milk; and as a result the 
authority concerned had desisted from their defiance of the law. 
It would be helpful if some way could be found to encourage other 
local authori ty pfficers to act in the same way, perhaps by making 
the signature of a cheque in such circumstances illegal. 

In further discussion it was argued that it was wrong that the 
penalties for unlawful expenditure by local authorities should fall 
on individual Councillors, who were thus enabled to present 
themselves as martyrs. It would be more satisfactory and more 
consistent with the philosophy embodied in the Industrial Relations 
Act if the penalties fell on the Council as a body. The cost would 
then be met from the rates; it would not be taken into account 
for R S G purposes? and the councillors would have to answer to their 
electors. On the other hand it could be maintained that the 



councillors concerned ought to be personally responsible for a 
decision to incur unlawful expenditure; and it would be wrong for 
the ratepayers to be called upon to meet the cost. 

In further discussion it was suggested that further consideration 
should be given to the feasibility of allowing free milk to be supplied 
by local authorities provided that the whole cost fell on the rates 
and was not taken into account in computing RSG. This might 
avoid some of the difficulties to which reference had been made, 
since no t all local authorities would wish to provide school milk if 
the full cost fell upon the rates. On the other hand such an approach 
would tend to make it more difficult for the Government to control 
local authority expenditure; and it would be argued to be inconsistent 
with the principle that, in resource terms, local authority expenditure 
was par t of public expenditure. In general, lawful local authority 
expenditure qualified for RSG because local authorities were not 
permitted to raise money other than through the rates, which it was 
recognised were not in themselves adequate to meet local authority 
expenditure in full. 

The Prime Minister, summing u p the discussion, said that the 
alternatives of taking the action proposed in respect of Scotland 
and Wales or of allowing local authorities to continue to defy the 
law were unattractive. The Secretary of State for Scotland would 
know by Wednesday, 10 November, whether the Midlothian 
councillors were determined to continue in their defiance of the law. 
The Cabinet should consider the position further on the following 
day in the light of the councillors' decision. Meanwhile, the 
Chancellor of the Exchequer, in consultation with the other Ministers 
concerned, should examine urgently the various suggestions which 
had been put forward in discussion and should consider to what 
extent they might contribute to a less unsatisfactory solution of the 
problem. In discussion reference had been made to the unhelpful 
advertisements of the Milk Marketing Board drawing attention 
to the fact that free school milk was no longer supplied for pupils 
over the age of seven. The Minister of Agriculture, Fisheries and 
Food should discuss these advertisements with the Board. 

! T h e Cabinet— 

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

(2) Invited the Chancellor of the Exchequer, in consultation with 
the other Ministers concerned, to proceed accordingly. 

!
- ( 3 )

 '
 Invited the Minister of Agriculture, Fisheries and Food 

 to discuss with the Milk Marketing Board their 
advertisements drawing attention to the fact that free 
school milk was no longer supplied for pupils over 
the age of seven. 



The State of the 7. The Cabinet considered a memorandum by the Secretary 
ShipbuUding of State for Trade and Industry (CP (71) 126) on the state of the 
Industry shipbuilding industry. 

The Secretary of State for Trade and Industry said that a report 
prepared by officials for the Sub-Committee on the Shipbuilding 
Industry of the Ministerial Committee on Economic Policy (EPC), 
which had been charged with the task of reviewing the state of the 
shipbuilding industry and the measures necessary in relation to 
shipyards which seemed likely to face closure, had made proposals 
for a new general subsidy for the industry. The decision reached 
by EPC in the previous December and reaffirmed in May was that 
there was no case on economic grounds for giving special support 
to the industry other than that afforded by the Home Credit Scheme 
and by " Shipbuilders' Relief", although on regional employment 
grounds any major closures ought to be phased over a period. 
There was a substantial risk that further shipbuilding firms, almost 
all of which were in development areas where unemployment was 
high, would run into severe financial difficulties during the coming 
mon ths ; and, since some of them, unlike Cammell Laird, were 
firms in which the Government had no stake, it seemed desirable 
for the Cabinet to consider the broad issues involved before detailed 
consideration was given to any scheme of assistance on employment 
and social grounds. In his view there was little prospect of 
developing a viable shipbuilding industry except by the deliberate 
intervention of the Government; and this would involve a substantial 
departure from present policies. Even if it were agreed to follow 
that course, it would take time to develop the necessary measures; 
and the Government would still face the immediate problem of the 
expected collapse of major shipbuilding firms. While a scheme of 
rescue could be devised, its adoption would be in plain contradiction 
with the Governments announced policy towards industry in 
general and the shipbuilding industry in particular. There was 
n o case on industrial grounds for adopting such a policy; and it 
might, indeed, militate against the evolution of a sound shipbuilding 
industry in the longer term. I t would cost perhaps £40 million 
or more. Its justification would be to preserve employment; and, 
before he considered measures to save shipbuilding firms for that 
reason, he wished his colleagues to review the fundamental questions 
of industrial policy which would be at issue. 

In discussion, it was generally agreed that in existing conditions 
of high unemployment generally and few alternative job opportunities 
in prospect in the affected areas, the Government could not 
contemplate & succession of failures among major shipbuilding 
concerns and the heavy redundancies which this would entail, both 
a t the yards a n d in the firms which supplied them. It would 
accordingly be necessary to suspend, for the time being, the 
application of the established policy of accepting that, when concerns 
ceased to be viable, they should be allowed to go into receivership. 
This conclusion did not, however, imply abandonment of the 
established strategy either in general or, in the longer term, in respect 
of the shipbuilding industry. 

;b .  SECRET 



' I  t was suggested, however, that the help to be given to keep 
shipbuilding firms solvent in order to maintain employment in the 
short term would desirably be channelled through some agency, 
which would be charged to secure, in return, the industry's acceptance 
of the recommendations of the Commission on Industrial Relations 
in their report on the shipbuilding industry, together with agreement 
to a suitable scheme to eliminate overmanning and to alleviate the 
hardship of the consequent redundancies, perhaps on the lines of the 
Redundant Mineworkers Payments Scheme. By this means it 
might be possible progressively to reduce the industry to a size 
at which it would be viable in the longer term and so to escape the 
dilemma posed in C P (71) 126 that an industry with an assured 
future could be developed only if the Government themselves 
played a direct part in reorganising and redeveloping it, at heavy 
cost to the Exchequer. 

... On the other hand it was argued that the degree of overmanning 
which persisted in the industry was only one element in the problem. 
T^he principal weaknesses of the industry were poor management 
and inadequate facilities. Until the management was replaced 
there could be no confidence that the problems of overmanning 
and bad labour relations would be successfully dealt with or that a 
scheme on the lines which had been suggested would be effective. 
Given an inefficient and badly-located industry and little prospect 
of securing sufficient new orders to keep it fully employed, no private 
capital was likely to be forthcoming to modernise the industry's 
facilities, still less to establish new facilities in more suitable locations, 
such as Hunterston. It was therefore misleading to suppose that 
an;; efficient, modern shipbuilding industry could be evolved simply 
by a process of reduction and concentration. If such an industry 
were considered a desirable objective of policy, it could be secured 
only by Government action to reconstruct the industry on a national 
basis; and the Government would have to be ready to deploy the 
necessary resources for the purpose, perhaps through a suitable 
agency, albeit of a radically different kind from that mentioned in 
discussion. Meanwhile, we should in any event face the problem 
how best to stave off the collapse of important parts of the industry. 

: In further discussion the following points were made— 

. (a) Even if it were necessary to devote as much as the £40 million 
mentioned in C P (71) 126 to preserving employment in shipbuilding, 
this was still below the average cost of £10,000 per job to establish 
alternative employment in development areas. 

(b) If the Government were to avoid being faced with the need 
for a succession of rescue operations to prevent precipitate closures, 
it would be necessary to develop clear policies for dealing with the 
problems of the industry in the short a n d medium term and to 
devise a consistent approach and appropriate measures for resolving 
them. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that, while the Governmenfs basic industrial strategy 
remained valid, its application to the shipbuilding industry must be 
modified for the time being. In order to prevent the collapse of 



major parts of the industry and the consequent increase in 
unemployment additional assistance to the industry must now be 
contemplated. The Ministerial Sub-Committee on Shipbuilding 
and the Ministerial Committee on Economic Policy should consider, 
in the light of the recent report by officials on the state of the industry 
and the levels of unemployment in the affected areas, how immediate 
help would best be provided. They should also consider further, 
with reference to the medium term, the suggestion made in discussion 
for a scheme which would effectively eliminate overmanning in the 
industry and would promote acceptance of the necessary redundancies 
by providing compensation to prevent hardship. 

The Cabinet— 

Took note, with approval, of the Prime Minister^ summing 
up of their discussion. 
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*The Cabinet considered memoranda by the Foreign and 
Commonwealth Secretary (CP(71) 127 and 128) setting out the main 
outstanding problems affecting the next stage of negotiations with 
the Rhodesian regime. 

The Foreign and Commonwealth Secretary said that the 
sequence of visits paid by Lord Goodman and officials to Salisbury 
in recent months, of which the Cabinet had been kept informed, had 
been publicly presented as preliminary to any substantive negotia
tions; but in fact considerable progress had been made in devising 
the framework of a settlement. The 1969 Rhodesian Constitution 
contained many features which were not reconcilable with the Five 
Principles; but the Rhodesian leader, Mr. Smith, had agreed to 
make several important changes in the event of a settlement. He 
had agreed to replace the income tax regulator, under which the 
total number of African seats in Parliament was determined by the 
African percentage contribution to the total yield of income tax 
(an arrangement which could have been manipulated at will by 
the Rhodesiap authorities) and to replace it by a more defensible 
system based, on... individual income, property and educational 
qualifications, Whereby the number of African seats in Parliament 
would rise proportionately to the number of Africans registered on 
the electoral rolls. He had also agreed to accept a Parliamentary 
blocking mechanism, which would prevent retrogressive legislation 
in respect of African representation. When parity of representation 
between the white and non-white races v/as reached onward progress 
to majority rule would be effected by the creation of six, eight or ten 
Common Roll seats. Mr. Smith had also accepted that, once parity 
was reached, the Africans would be given the opportunity to 
abanddti the system whereby half their representatives were chosen 
by indirect election in favour of direct election of all their 
Members of Parliament. He proposed that, when parity was 
achieved, a Commission should be appointed to advise whether any 
better system of proceeding to majority rule could be devised at that 
t ime; but he had accepted that, in default of a two-thirds majority 
in the Rhodesian Parliament (which at parity would entail the 
affirmative votes of at least 17 of the 50 African representatives), 
the new Common Roll seats which were envisaged would then be 
created, thus leading to an African majority. These were all 
considerable gains. Such an electoral system would inevitably be 
criticised by those who advocated " one man, one vote " and, more 
realistically, by those who, while accepting that it provided for 
unimpeded,progress to majority rule, regarded the pace of advance 
as too slow. Given such imponderables as the effect of the aid 
programme on African educational levels, it was impossible to assess 
accurately how long it would take to attain an African majority 
under these proposals; but the range of probabilities lay in the 
region of 30-40 years. Probably the main outstanding difficulty 
concerned the framing of a justiciable Declaration of Rights, which 
could be crucial in relation to the fourth principle (" progress 
towards vending racial discrimination"). Mr. Smith had accepted 



the need for the Declaration to be justiciable; but he had argued 
that education and land should be excluded subjects, i.e. that 
legislation which increased discrimination in these matters should 
not be open to challenge in the courts. Mr. Smith maintained that, 
in view of the relatively primitive conditions of African life in 
Rhodesia, separate educational and land reservation systems were 
justified. As regards the discriminatory provisions in existing 
legislation on these subjects, Mr. Smith was prepared to accept the 
establishment of an independent Commission to make recom
mendations on the best means of making progress towards ending 
such discrimination. But, since the Commission^ role would be 
merely advisory, critics of a settlement would be able to argue that 
it would not represent an adequate discharge of the fourth principle. 

The Foreign and Commonwealth Secretary continued that in his 
View further visits to Salisbury by emissaries would not be fruitful; 
the only way to ascertain the final position of the Rhodesian regime 
and to determine whether a settlement was possible was for him to 
visit Rhodesia himself. There were reasonable prospects that he 
could reach agreement on the number of Common Roll seats in the 

fRhodesian Parliament, on an increased allotment of land to trie 
Africans and on a postponement of any contentious action to evict 
Africans from land which they might be occupying in contravention 
of the Land Tenure Act. As for the Declaration of Rights, he hoped 
to Obtain acceptance of changes which would constitute a defensible 
discharge of the fourth principle. Bearing in mind the danger that 
any agreement might be frustrated by second thoughts on Mr. Smith's 
part, under pressure from his Right-wing colleagues, he sought the 
Cabinefs authority to initial the text of an agreement if a document 
could be prepared which, in his view and that of the Attorney 
General, who would be accompanying him, was compatible with the 
Five Principles. 

In discussion it was agreed that, under the direction of the 
Foreign and Commonwealth Secretary and the leadership of Lord 
Goodman, the British emissaries had made considerable progress in 
persuading Mr. Smith that he would have to make substantial 
concessions if it were to be possible for us to reach a settlement 
with him. As a result the proposed constitutional arrangements were 
broadly satisfactory, although it would be important to secure the 
largest possible number of Common Roll seats and to ensure 
that: substantial funds provided under the proposed development 
programme were devoted to the development of African education, 
since this could be expected to have a direct bearing on the rate of 
progress towards African enfranchisement and Parliamentary 
representation. Serious concern was expressed, however, about the 
adequacy of the proposed Declaration of Rights as redrafted by the 
Rhodesian representatives. Even if some of its most objectionable 
features were amended, particularly those relating to racial 
discrimination, its terms were unlikely to withstand expert legal 
scrutiny as a guarantee of the normal liberties of the individual. 
Nevertheless, it was recognised that we had to accept the 1969 
Constitution as the basis for negotiation with the Rhodesian regime; 



and it was a considerable achievement that Mr. Smith had been 
persuaded to accept a justiciable Declaration of Rights at all. If 
he could agree to the removal of the clauses excepting from its 
provisions: matters concerning education and the occupation and use 
of land, we should have gone some way to restore the status 
guaranteed to the Africans by the 1961 Constitution, which had been 
framed on the lines of the Constitutions of other newly independent 
Commonwealth countries and had been acceptable to the Parliament 
of the day, On the other hand the situation of the African population 
had deteriorated since 1961; and, while it was essential to secure 
arrangements which would adequately prevent the intensification of 
discrimination in future legislation, it was also necessary, in order 
to meet the requirements of the Fourth Principle, to make 
demonstrable provision for the removal of existing forms of 
discrimination. The proposed independent Review Commission 
offered some prospect of securing the repeal or amendment of 
offensive legislation. But the Commission would have no executive 
powers; and the Rhodesian regime would be committed only to 
h a v i n g " serious regard " to its findings. Many of the Governments 
supporters; would find it impossible to endorse any settlement which 
specifically excluded discrimination in the fields of education and 
land, from the provisions of the Declaration of Rights. The 
Government were pledged to the removal of discrimination in this 
country; and their standing would be seriously damaged if they 
appeared to be conniving at a settlement which sanctioned the 
perpetuation of discrimination in Rhodesia. 

; In further discussion it was agreed that it would not be possible 
to secure the acceptance of Parliament, the general public and 
international opinion to any settlement which did not conform clearly 
to the Five Principles and that failure to provide for the elimination 
of discrimination in the fields of land and education would constitute 
a breach of the Fourth Principle. Moreover, the United Nations 
would be unlikely to accept any settlement which did not provide 
for immediate African rule. We could not be expected to subscribe 
to so extreme a position. But the fact that it would probably 
represent the reaction of the United Nations made it all the more 
important for us to ensure, if possible, that the settlement was wholly 
defensible in terms of the Five Principles in order that we might be 
able to maintain that, since the rebellion had been brought to an end 
by our negotiations, no threat to the peace existed and the 
Resolutions requiring economic sanctions to be maintained against 
the Rhodesian regime were therefore no longer applicable. We 
should hope to persuade our friends on the Security Council that the 
terms of the settlement were reasonable; and it should be possible 
to counter criticism by indicating that the prospects of the African 
Rhodesians would be considerably improved by its terms. We should 
also hop^ eventually to be able to point to a successful Test of 
Acceptability to prove this point. Nevertheless, it was clear that 
further progress towards a settlement could not be made by 
emissaries and that the Governments supporters would expect a 
senior Minister to attempt to bring the negotiations to a successful 
conclusion. It would therefore be right for the Foreign and 



Commonwealth Secretary to visit Salisbury as he proposed. But it 
would have to be accepted that, if we continued to insist on the 
complete satisfaction of the Five Principles, it might prove impossible 
to negotiate a settlement at this juncture. Public opinion was not 
prepared for a breakdown in the discussions; and there would be 
awkward implications in Parliamentary terms. There was also a 
real danger that, if it were seen by the European Rhodesians that 
negotiations had finally broken down, extremist opinion might 
become predominant and the outlook for the African Rhodesians 
would once again deteriorate. At the same time we should come 
under great pressure from some sections of domestic opinion to 
abandon our responsibilities for Rhodesia; and this in turn could 
put us in breach of our international obligations. Nevertheless, 
failure to conclude an agreement would be preferable to the 
acceptance of a settlement which would be indefensible on merits, 
less than honourable and probably unacceptable to Rhodesian 
African opinion. 

' . The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that it would be right for the Foreign and 
Commonwealth Secretary to visit Rhodesia personally at this point. 
If he could secure from the Rhodesian regime the improvements in 

;i the proposed terms of agreement to which the Cabinet had indicated 
that they attached great importance, in particular those designed to 
show clearly that the Fourth Principle was being honoured, especially 
in the matters of education and the occupation and use of land, he 
was authorised to initial an agreement on behalf of Her Majesty's 
Government. But, if he had any doubt whether the terms of the 
proposed settlement were compatible with the honourable discharge 
of our obligations, he should avoid commitment and should return 
to l london in order to enable the Cabinet to give further consideration 
to the matter. The Cabinet would, of course, welcome as frequent 
reports as the communications at his disposal made possible; and 
they wished him good fortune. 

The Cabinet— 

Took note with approval of the Prime Ministers summing 
up of their discussion and invited the Foreign and 

i Commonwealth Secretary to be guided accordingly in his 
negotiations with the Rhodesian regime. 

1; Cabinet Office, 


9 November, 1971. 
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Parliamentary 1. The Cabinet were informed of the business to be taken in 
Affairs the House Of Commons in the following week. 

SECRET 
Oversea 2. The Foreign and Commonwealth Secretary reported that he 
Affairs r had;recently; attended a meeting in Rome of the Foreign Ministers of 
European the countries of the European Economic Community, together with 
Economic those of the four candidate countries. The atmosphere had been 
Community cordial; arid it was satisfactory that it appeared to have been generally 
Previous agreed that the summit meeting at which all 10 States would be 
Reference: represented should be held later, rather than earlier, in the following 
CM (71) 37th year, unless/it had to be advanced in the light of developments such 
Conclusions, as failure on the part of the Finance Ministers to reach agreement 
Minute 5 on outstanding matters of monetary policy. It had been agreed 

that we should in any case participate fully in the preparation of the 
summit meeting. 

Yugoslavia The Foreign and Commonwealth Secretary said that the visit to 
London of, President Tito of Yugoslavia had been a success. 
President Tito had made it clear that the reason why the Soviet 

: Government were prepared to treat Yugoslavia more leniently than 
other Communist countries was that they knew that the Yugoslav 
people were prepared to fight to keep their independence; and he 
gave; the impression that the Soviet authorities were now consciously 
trying to mend their fences with the West. Members of the 
Presidents staff had said that the Yugoslav Government were 
greatly preoccupied with the problem of domestic inflation, a problem 
which was made the more acute for them by the division of 
responsibilities in their own federal system. In general, however, 
President Tito had appeared to be in relaxed and confident control 
of his country. 

 ;:Belgium  The Foreign and Commonwealth Secretary said that in the 
recent Belgian elections M. Harmel, the former Minister of Foreign 
Affairs, had lost his seat. The constitution allowed for him to be 
co-opted as a member of the Government; but it was not yet known 
whether this would be done. He had proved a staunch friend to this 
country; and his disappearance from the political scene would be 
regrettable. 

Rhodesia The Foreign and Commonwealth Secretary said that the 
Previous adoption of the Southern Rhodesia Act 1965 (Continuation) Order, 
Reference: 1971, by both House of Parliament without a division would 
CM (71) 54th strengthen his hand in his forthcoming discussions with the 
Conclusions Rhodesian regime. 

The; C a b i n e t 
'i'.v. Took note of the statements by the Foreign and Common

wealth Secretary. 

141771-18 ;.: i1. A2 
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3. The Secretary of State for Employment said that, although 
services at Heathrow Airport were now again operating normally, 

, both the employers' and the union members of the Civil Air 
Transport National Joint Council (CATNJC) had represented to 
him the serious danger of further interruptions within a month unless 
a satisfactory understanding was reached with the British Airports 
Authority (BAA) about policy for the award of contracts for ground 
handling services. They did not favour the appointment of another 
court of inquiry such as had previously investigated and endorsed 

h	 BAA's decision to authorise General Aviation Service (GAS) to 
provide a ground handling service for the smaller airlines as an 
alternative to that which the major airlines provided. They had 
requested him, instead, to appoint an independent individual to act 
as mediator with the BAA. After consulting the Secretary of State 
for Trade and Industry, who acknowledged that it would be difficult 
to refuse this unanimous request of the CATNJC, he proposed to tell 
the Chairman of BAA that afternoon that he was prepared to accede 
to it. In announcing the appointment, he would say that BAA's 
agreement with GAS was not in question. 

i; The CATNJC had also represented to him the need for a 
thorough inquiry into the industry's negotiating machinery. This, 
however, would have little support from either unions or employers; 
and it would be greatly resented by BAA. He did not intend, there
fore, to accept this proposal. 

The Coventry 
Tool Room 
Agreement 

The Secretary of State for Employment said that the pay of 
toolmakers in member firms of the Engineering Employers Federation 
in Coventry was governed by the National Tool Room Agreement, 
supplemented by the Coventry Tool Room Agreement (CTRA). 
Under these Agreements, the minimum earnings of toolmakers in the 
Coventry district must not be less than the average earnings of 
skilled production workers for all the federated firms in the district 
employing skilled production workers and having a tool room. The 
CTRA, which dated from 1940, had been introduced in order to 
prevent the drift of skilled tool room workers to the wartime factories 
where production workers could earn very high wages on piece
work. It was entirely inappropriate to the conditions of 30 years 
later and should have been terminated long since. The Coventry 
and District Engineering and Employers Association had in fact 
given notice of termination in the summer; and a series of one-day 
strikes, to which the employers had responded with lock-outs, had 
ensued. Recently, the union had balloted its members for an 
indefinite stoppage; and the results would be known on the following 
day. Such a stoppage could have serious and widespread effects on 
production throughout the Midlands, particularly in the motor 
industry. He accordingly expected requests from both sides of the 
industry that he should intervene; and a refusal to do so would 
undoubtedly attract criticism. Nevertheless, he was anxious to 
avoid, if possible, the appointment of a court of inquiry or any other 
action which might lead to the restoration of the CTRA, which was 



Northern 
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Previous 
Reference: 
CM (71) 49th 
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Minute 4 

School Milk 
Previous 
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CM (71) 53rd 
Conclusions, 
Minute 6 

highly inflationary. His present intention was that, if asked to 
intervene, his Department should provide a conciliation service to 
both sides in the normal way. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet endorsed the Secretary of State for Employments 
proposals for dealing with these two industrial disputes. 

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

CONFIDENTIAL 
4. The Cabinet considered certain developments in relation to 

Northern Ireland; the conclusions reached were separately recorded 
and issued only to The Queen, the Prime Minister and those Ministers 
who had to take action. 

The conclusions are recorded separately in the standard file held 
by the Secretary of the Cabinet. 

CONFIDENTIAL 
5. The Cabinet had before them a memorandum by the Chief 

Secretary, Treasury (CP (71) 130), to which was attached a report 
by officials about suggestions which had been put forward in the 
previous discussion for dealing with local authorities who were 
acting in contravention of the Education (Milk) Act, 1971. 

The Secretary of State for Scotland said that replies had now 
been received from 8 of the 25 individual members of the Midlothian 
County Council who had determined to defy the 1971 Act. None 
of them had argued that the CounciPs action in providing free school 
milk to pupils over the age of 7 was not contrary to the law; but 
some of them had attempted to justify the action on other grounds. 
None had indicated a willingness to cease from defying the law. He 
was under no statutory obligation to take further action; but he 
remained of the view that it would be wise to warn the Council 
officially of the consequences which would follow if they did not 
desist from further contravention of the law. The consequences of 
sufcharge in Scotland were less serious than in Wales, since there 
was no provision for the disqualification of councillors. He 
therefore proposed to approach the Council on the lines which he 
had suggested irrespective of the outcome of any further approach 
to the Merthyr Tydfil Council by the Secretary of State for Wales. 
If he took action before the end of the week, the Ayrshire County 
Council might be encouraged at their meeting in the following week to 
desist from incurring illegal expenditure. 



i The Secretary of State for Wales said that the Education 
Committee of the Merthyr Tydfil Council were due to meet on 
Wednesday, 17 November. There were likely to be local pressures 
before the weekend to arrange for the question of school milk to be 
discussed, although it was not yet clear whether it would in fact be 
on the Committee's agenda. If it was discussed, the Council might 
idecide to comply with the law. He therefore proposed that before 
the meeting Welsh Office officials should informally indicate to the 
Town Clerk that, if a decision to comply with the Act was taken 
on 17 November, or at any stage before a surcharge was imposed, he 
would use his power under the proviso to Section 228 (1) of the 
Local Government Act 1933 to sanction the unlawful expenditure 

' Which had been incurred. If no decision was taken by the Committee 
on 17 November to end their defiance, however, he saw no alternative 
to his directing the District Auditor to carry out an extraordinary 
audit in Merthyr Tydfil. Thereafter, if the Auditor formed the view 
that unlawful expenditure had been incurred, he would be required 
to give those concerned an opportunity in public to explain their 
action. If he subsequently decided that the expenditure was in fact 
illegal, he would have to disallow it. Subject to appeal to the High 
Court, the councillors would then be surcharged and automatically 
disqualified from membership of any local authority for five years, 
although they would not—as he had earlier thought—be sent to 
prison for civil debt. Surcharge would be imposed against all those 
concerned, including the local authority officers who had signed 
cheques in respect of expenditure incurred for the unlawful provision 
of milk. But it was not possible to take action against the officers 
alone or otherwise than in accordance with the prescribed surcharging 
arrangements. The Councils determination to defy the law had 
placed their officers in an unfair position; and he proposed that 
this should be drawn to their attention in the proposed informal 

; approach to the Town Clerk by Welsh Office officials. The political 
consequences in Wales of surcharging the Merthyr Tydfil Council 
would be serious. He therefore wished to wait until after the meeting 
of the Education Committee on 17 November before taking formal 
action. 

.: The Prime Minister, summing up a brief discussion, said that the 
Cabinet agreed that the Secretary of State for Wales should arrange 
for an informal approach to be made to the Town Clerk of Merthyr 
Tydfil on the lines which he had proposed. The Cabinet also agreed 
that the Secretary of State should then wait until after the meeting 
of the Education Committee of the Council on Wednesday, 
17 iNovember. If no decision was taken at that meeting to cease 
defiance of the law, he should direct the District Auditor to carry out 
an extraordinary audit. It was desirable that the Ayrshire County 
Council should be encouraged to comply with the law; but the 
Cabinet considered, on balance, that the Secretary of State for 
Scotland should wait until after the meeting of the Merthyr Tydfil 
Education Committee before making a formal approach to the 
Midlothian County Council on the lines which he had in mind. In 
discussion some doubt had been expressed about the validity of the 
argument in the report by officials that it would be meaningless for 



surcharges to be borne by the Council concerned and not by 
individual councillors. This question should be considered separately 
by the Secretary of State for the Environment. 

The Cabinet— 

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

(2) Invited the Secretaries	 of State for Scotland and for Wales 
to proceed accordingly. 

(3) Invited the Secretary of State for the Environment to consider 
further the suggestion that sanction should be directed 
against the Council concerned as a body. 

Cabinet Office, 


11 November, 1971. 
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Parliamentary - I T T h e ^ a W r  f were informed of the business to be taken in 
Affairs the House of Commons in the following week. 

Rhodesia *2. The Minister of State for Foreign and Commonwealth 
Previous Affairs said that on the basis of the reports received so far from 
Reference: the Foreign and Commonwealth Secretary in Salisbury it was not 
CM (71) 55th yet possible to form any very definite view about our chances of 
Conclusions, reaching a settlement with the Rhodesian regime. It was already 
Minute 2 clear, however, that the Rhodesian authorities would find it difficult 

to agree to increase the proposed number of Common Roll seats 
above the six which they had offered and that, as we had feared, 

' they would be very reluctant to contemplate including in a settlement 
,any effective provision for the eventual elimination of racial 
discrimination. 

The Cabinet— 

:";;,; Took note of the statement by the Minister of State for 
Foreign and Commonwealth Affairs. 

S E C R E T 
Oversea ; - 3. The Minister of State for Foreign and Commonwealth 
Affairs Affairs said that the prospects for a settlement of the problem of 
The Gulf . the Gulf Islands had improved as a result of Sir William Luce's 
Previous latest visit to Tehran. The Shah of Iran had shown himself prepared 
Reference: to be reasonably accommodating towards Sharjah over a division of 
CM (71) 51st the island of Abu Musa and in other ways; 
Conclusions, 
Minute .3 o Unfortunately, no progress had been made towards 

finding an acceptable means of satisfying Iranian ambitions as regards 
the Tunbs. The Shah had offered to pay a substantial sum t o the 
Ruler; of Ras al Khaimah in return for the transfer of the islands; 
but the;Ruler was adamant in his refusal to cede them. This m a d e 
it virtually certain that the Shah would take control of the islands 
in his own time. We should have to consider carefully the public 
altitude;:which we should adopt towards such action; and proposals 
On; this issue would be brought forward as soon as possible. 

India/ , i\ K The Minister of State for Foreign and Commonwealth Affairs 
Pakistan said that reports from Pakistan and India indicated that the tension 
Previous between the two countries had continued to increase during the past 
Reference: \; week. In particular, there were fairly reliable reports that Indian 
CM (71) 53rd;' 

; 
regular,troops had been involved in border clashes. Meanwhile the 

Conclusions, Prime Minister of India, Mrs. Gandhi, had re turned from her 
Minute 2 European tour and had indicated that she expected world leaders 



i

to solve the problems of the Sub-continent. I t .appeared that the 
Governments of the United States and the Soviet Union at least 
had made it clear that they did not want open hostilities to break out. 

Thailand The. Minister of State for Foreign and Commonwealth Affairs 
reported that news just received from Bangkok indicated that the 
Prime Minister of Thailand, Field-Marshal Thanom, had set up a 
military dictatorship and that the King had apparently acquiesced 
in this action. It was too soon to judge what the outcome would 
be ; but the situation so far appeared to be under control. 

The C a b i n e t 
i 1 

Took note of the statements by the Minister of State for 
R j Foreign and Commonwealth Affairs. 

C O N F I D E N T I A L 
Industrial , :4 . The Secretary of State for Employment said that, although 
Affairs there had been a slight increase in the number of unfilled vacancies, 
Unemployment thef igures to be published that day showed an increase in the 

number of wholly unemployed (excluding school-leavers) on a 
seasonally adjusted basis from 833,000 in the previous month to 
855,00, i.e. 3-7 per cent of the working population on that basis. 
The total number unemployed, including Northern Ireland, was now 
970,000; and the December total was therefore likely to exceed 
1,000,000. 

In discussion of the reasons why the level of unemployment was 
higher than expected, notwithstanding the measures to stimulate 

.. the economy which had been announced by the Chancellor of the 
Exchequer in July, it was pointed out that the contraction in 
industry's requirements for manpower had been more far-reaching 
than had been expected and that, although consumer expenditure 

, had risen, the rate of increase in capital expenditure by industry 
had not been as high as had been hoped. There was a lack of 
confidence in the future, to which the international monetary situation 
as well as the domestic problems of the United States economy had 
contributed; and industry was reluctant to invest until the increase 
in demand clearly justified it. The effect of the July measures would 

 take time to work through the economy, particularly in the heavy 
goods industries. On the other hand the additional expenditure on 
infrastructure which had recently been announced, together with 

' the measures to accelerate industrial expenditure which the Cabinet 
were about to consider, would further stimulate the economy. 
Moreover, the number of unfilled vacancies did not present a t rue 

f i l l i p . : : picture of the situation, since many employers did not trouble to 
notify vacancies when unemployment was so high; and the level 

:.. ;of unemployment benefit implied that many individuals were no 
longer genuinely seeking employment, even if it was offered them. 

: Some of those on the unemployed register were also unwilling to 
move to areas where jobs existed or to travel long distances. The 
main reason for the number of unfilled vacancies, however, was 



probably the fact that those registered did not possess the skills 
required. It was impossible to establish the truth of allegations 
that there were significant numbers of unemployed who had not 
registered as such. In any event, however, the most recent forecasts 
of, trends in the economy, based on the economic measures so far 
taken but excluding those about to be considered, indicated that, 
if no further action was taken by the Government, the level of 
unemployment next winter might still be unacceptably high. The 
Ministerial Committee on Economic Strategy would need to give 
further consideration to this matter when the study of these forecasts 
had been completed. In the meantime, the presentation of the 
December unemployment figures would need especial care, 
particularly if the dispute over the Coventry Tool Agreement had 
not by then been settled. In this context it was desirable that 
advance publication of regional statistics should cease. 

The Prime Minister, summing up the discussion, said that it was 
. clear that fundamental changes were taking place in the requirements 

;  ' ' -for manpower, not only in this country but in all advanced economies, 
as a ' result of the economic depression in recent years and that 

; substantial numbers of workpeople would need to transfer from 
manufacturing industry to the service industries. It would also be 
necessary to develop a new basis of forecasting employment and 

. other trends. As soon as the results of the recent review were 
available the Ministerial Committee on Economic Strategy would 

; consider the implications and report to the Cabinet. More 
, . immediately, the Lord President of the Council and the Secretary 

of State for Employment, in conjunction with the other Ministers 
concerned, should consider the steps which might be taken in relation 
to the public presentation of the December unemployment return, 
including the possibility of ensuring that regional and local statistics 
were not published in advance of the national statistics. 

The Cabinet— 

(1)	 Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Lord President of 

1 the Council and the Secretary of State for Employment 
; to be guided accordingly. 

SECRET 
Coventry , The Secretary of State for Employment said that the Executive 
Tool Rooth of the Amalgamated Union of Engineering Workers had voted in 
Agreement favour of official strike action in the dispute about the Coventry 
Previous Tobl Room Agreement (CTRA); and, in answering a Private Notice 
Reference: Question on the previous day, he had said that officials of his 
CM (71) 55th Department would be meeting both parties to the dispute that 
Conclusions, afternoon. If the situation deteriorated further, there would be 
Minute	 3 widespread repercussions which might threaten the jobs of u p to 



1

100,000 workers in related industries. The dispute had already 
received widespread publicity; and he did not propose to do more 
at this stage than to learn the views of both sides in more detail. 

1 This limited degree of intervention was probably desirable, since 
pressure for action by the Government was likely to grow and might 
more easily be resisted if he could show that he was not indifferent 
to the situation. The 30-year-old C T R A was an inflationary 
anachronism, which should be brought to an end; and the initiative 
for terminating it had come from the employers themselves, who 
had followed the established negotiating procedures throughout. In 
particular, they had not merely proposed to abolish the long-standing 
rate-fixing agreement but had offered the unions an alternative 
agreement based on plant bargaining. The unions, however, were 
refusing to negotiate on this basis. Some employers thought that it 
might be preferable to pay a lump sum to end the CTRA, rather 
than to concede the weekly increases in wages involved in the present 
offer, since the overtime rates and other allowances would not 
then be increased as well. 

; * In discussion it was agreed that it would be necessary to help 
public opinion to understand the issues involved in this complex 
problem, which might attract particularly adverse publicity if its 
repercussions affected the motor industry at a time when it was just 
recovering from its earlier difficulties. It would be necessary to 
make clear the responsibility which attached to the unions as a 
result of their refusal to negotiate on the basis proposed; and it 
would be important for the Governments policy of de-escalation 
of. pay settlements that the employers should stand firm, as they 
would be encouraged to if they saw that the Government supported 
them- In view of the fact that negotiations had now been in train 
for a long period, it would be worth considering the desirability, 
if there were no early settlement, of applying to the Industrial 
Court for a ballot in accordance with the provisions of the Industrial 
Relations Act. On the other hand, it might be inexpedient to 
inflict this particularly difficult problem on the new Court at the out
set of its existence. In any event, however, it would be helpful if the 
Secretary of State for Employment could provide the Cabinet with 
an appraisal of the current attitude of the Trades Union Congress 
(TUC) to the implementation of the provisions of the Industrial 
Relations Act. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Lord President of the Council and the 
Secretary of State for Employment, in conjunction with other 
Ministers concerned, should give careful consideration to the best 
means of ensuring that the dispute over the CTRA was presented to 
public opinion as simply and clearly as possible, the main emphasis 
being laid on the unions' refusal to negotiate a new agreement on 
the basis correctly proposed by the employers. The Secretary of 
State for Employment should circulate a memorandum about the 
current attitude of the T U C to the implementation of the Industrial 
Relations Act. 
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The Cabinet— 
(2) Took note, with approval, of the Prime Ministers summing 
- ; up of their discussion and invited the Lord President of 

the Council and the Secretary of State for Employment to 
i be guided accordingly. 

SECRET 

5. The Cabinet considered a memorandum by the Chancellor 
of the Exchequer (CP (71) 136), to which was appended a draft White 
Paper on Public Expenditure to 1975-76. 

; The Chancellor of the Exchequer said that the draft had been 
interdepartmentally agreed under the direction of the Chief Secretary, 
Treasury. The standard Parliamentary procedure required that it 
should be the occasion of a two-day Debate, which was being arranged 
in the week beginning 6 December; and the White Paper should 
therefore be published not later than 25 November. The draft 

;satis(ied as, many as possible of the specific recommendations of the 
Expenditure; Commit tee (Third Report—HC 549) about the form 
in which material on public expenditure should be presented to 
Parliament; and, although it might still be criticised by those who 
considered that it should include projections of revenue as well as 
of expenditure, the presentation had been modified and improved in 
various ways which should help to meet the objections to the previous 
year's White Paper (Cmnd. 4578). The purpose of the Parliamentary 
Debate was to consider the adequacy of the level of the various 
public expenditure programmes and their relative priorities; and 
in order to reduce the extent to which it could be regarded as the 
basis for a wide-ranging discussion of the prospects for the economy 
as a whole, it contained only such references to the general economic 
context as were required to justify the substantial additions which 
had been made to the programmes in the previous White Paper in 
order to.create or to maintain employment in the years immediately 
ahead and to; improve social and other services throughout the 
period involved. While there might be a case at a later stage for a 
more definite statement by the Government about the prospects 
for the growth of the economy, it would be preferable to avoid any 
specific or quantitative predictions about the rate of growth at the 
present, juncture. On the other hand the continuing rise in 
unemployment suggested that it might be desirable to amend the 
introductory paragraphs of the text in such a way as to leave more 
room;for possible variations in the programmes in future, if the 
need should arise; and he would consult the Prime Minister on the 
terms of this amendment. Subject to this point he invited the 
Cabinet to agree to the publication of the White Paper at a time 
to be agreed With the Lord President. 

. In discussion it was noted that the draft did not include 
provision for the proposals for additional expenditure which the 
Cabinet would be considering under a later item on the agenda and 



! SECRET 

that the timetable envisaged for printing and publication did not 
now permit amendment of the statistics to take account of those 
additional proposals. It would be possible, however, to explain, 
when the proposals were announced, that they had been decided 
after the White Paper had been completed; and, provided that the 
timing of their announcement was correlated appropriately with the 
publication of the White Paper, there might be advantage in their 
being made public separately. 

, In further discussion the following main points were made— 

(a) If the debate were to turn mainly on the adequacy of 
particular programmes, there might be criticism of the allocation to 
particular sectors such as education, which were shown in the table 
in paragraph 12 of Part I as not having been increased markedly in 
comparison with the provision in Cmnd. 4578. On the other hand, 
although some other expenditure programmes were increasing 
faster than education, the rate of growth of education expenditure 

. was forecast to be greater that that of public expenditure as a whole. 
While there would always be pressure for higher expenditure in all 
fields, the proposals in the White Paper, taken as a whole, could be 
fully justified. 

(b) In the same table in paragraph 12 it was not made clear, 
' except by reference to an earlier White Paper (Cmnd. 4715), that the 
I British contribution to the European Communities would be offset 
by levies on imports. Consideration should be given either to the 
omission of this table or to a clarification of the relevant footnote. 

: (c) The figures for unemployment benefit in Table 2.17 were 
basep! on the assumption that unemployment would fall to 2-5 
per cent by 1975-76. In that case, however, it was not clear why the 
figure was as high as £172 million. It would also be undesirable 
to' indicate, as in the present text, that these figures illustrated the 
direction of Government policy. It would be preferable to delete 
the sentence containing this comment and to add a footnote to the 
table indicating that the figures for unemployment benefit were not 
to he regarded as reflecting a forecast of the level of unemployment. 

The Prime Minister, summing u p the discussion, said that the 
Cabinet approved the draft White Paper attached to CP (71) 136, 
subject to the points which had been mentioned in discussion. The 
Chancellor of the Exchequer, in consultation with the Lord President 
and the other Ministers concerned, should arrange for the text to 
be amended to take account of these points and for the White Paper 
to be published at a time to be agreed with the Lord President. 

: The C a b i n e t -
Took note, with approval, of the summing up of their 
discussion by the Prime Minister and invited the Chancellor 
of the Exchequer to proceed accordingly. 
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C O N F I D E N T I A L 
6. The Cabinet considered a memorandum by the Chancellor 

of, the Exchequer (CP (71) 135), to which was appended a note by 
officials on the possibility of accelerating civil and defence expenditure 
in order to relieve unemployment by taking under-used industrial 
capacity. 

- The Chancellor of the Exchequer said that officials had identified 
a number of civil expenditure proposals, consisting mainly of capital 
expenditure by the nationalised industries, which could provide 
additional work over the next two years, particularly in areas of 
high unemployment, without entailing continuing expenditure in 
subsequent years. The proposals for capital expenditure by the 
nationalised industries involved the acceleration of investment 
projects which in other respects satisfied normal commercial criteria. 
The total value of the additional work during the period was about 
£110 million, of which about £40 million related to the acceleration 

: of a power station at Ince. The proposals were estimated to provide 
or to preserve some 12,000 jobs in 1972-73 and 9,300 jobs in 1973-74. 
Exchequer payments to a number of nationalised industries would 
be required in order to offset the extra costs of bringing work 
forward. On the understanding that statutory authority for such 
payments would be obtained where necessary and that there would 
be prior agreement on a formula for compensation in the case of 
the power (Station, he recommended that the proposals for civil 
expenditure should be approved and that further proposals which 
might come forward in the near future should also be considered if 
they satisfied the same criteria. Of the additional defence expenditure 
which had been identified by officials about £4-5 million, for 
runway repair vehicles and Bulldog aircraft, satisfied much the same 
criteria as the civil expenditure proposals and could also be approved. 
But most of the proposed £33 million for Nimrod aircraft and the 
£5 million for Army reconnaissance vehicles would accrue after 
1973-74; and the resultant employment would be created mainly 
in areas where the demand for labour was normally high. I t 
followed that, although the immediate contribution to employment 
might be useful, there was not a sufficiently strong case for giving 
these proposals priority over other potential claims on public 
expenditure in the later years. As soon as decisions had been taken 
on the various proposals, he recommended that they should be 
announced simultaneously, at an early date to be agreed with the 
Lord President. 

In discussion the Cabinet were informed that there was now 
a reasonable prospect of settlement in the negotiations about 
compensation for the acceleration of the power station, although 
the amount involved would be substantial in relation to the value 
of. the work brought forward. It was admittedly paradoxical tha t 
compensation was demanded when the electricity industry had only 
recently been pressing for a higher investment programme. But 
the additional provision which they had been seeking had related to 
earlier projects and not to the new power station at Ince; and, even 
if the level of demand for electricity were subsequently to improve, 
it would be difficult to avoid the payment of compensation in respect 



of a project which had been brought forward in the manner now 
proposed. The power station at Ince could not incorporate nuclear 
generation because it would be some months before a decision 
could be taken on the reactor system to be used in the next batch 
of nuclear power stations. It was important, however, that a 
decision on this issue should be reached as soon as possible in order 
to avoid delaying the next power station to be built in Scotland. 
It was also important to press ahead with the energy review in the 
light of which decisions could be taken on the balance between oil
fired and nuclear-powered stations; and that review would need 
to take full account of the uncertainties about the future price of 
imported oil. As regards the proposed purchase of Nimrod aircraft 
it was pointed out that, although the proposal was to be judged 
primarily by reference to employment criteria, it would also provide 
a valuable increase in the reconnaissance capability of the Royal 
Air Force. There would also be some benefit to employment in 
Scotland. Although the prospects for export orders for Nimrods 
might be uncertain, they would disappear completely if the production 
line were finally closed; and this step would also be damaging to 
the aircraft industry as a whole at a time when the Government 
would shortly be reviewing its future in the light of the possibility 
of closer association with other European aircraft industries. On 
the Other hand the Governmenfs policy in relation to the aircraft 
industry ought to be determined in the light of a long-term policy 
rather than by short-term considerations; and in so far as the main 
expenditure resulting from the present proposal would accrue only 
subsequently to the period which was immediately in question, it 
was open to considerable objection. It might be worth consulting 
the manufacturers, however, in order to ascertain whether, if orders 
were placed now, they could be completed more rapidly than was 
envisaged in the note by officials. 

:  : I n further discussion the following main points were made— 
1(a) A purchase of Sky van aircraft would be of considerable 

help in maintaining employment at the Short Brothers and Harland 
works in Northern Ireland. On the other hand there was no military 
requirement for Skyvan; and the cost of maintaining the aircraft 
would be an unnecessary burden on the defence budget. 

(b) The proposals in CP (71) 135 would have very little impact 
in Wales. But the Secretary of State for Wales was discussing with 
the Ministers concerned other possible measures of greater relevance 
to ,Wales , including the possibility of postponing certain railway 
closures. 

 ,(c) It might be possible to put in hand more construction work 
on schools within the period covered by the proposals brought 
forward in CP (71) 135. Such expenditure would not significantly 
take; up under-used industrial capacity and would not, therefore, fall 
within the scope of conclusion 7 (b) of CP (71) 135. But it would help 
t o : relieve unemployment in the development areas and might be 
examined separately. 

, i d ) There might be a case for studying other means of dealing 
with unemployment, such as a reduction in the age of retirement or 
an increase in the length of holidays, and for detailed study of the 

i
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prospects for different sections of the labour market, e.g. by 
distinguishing between requirements for male and female employees. 
A more detailed analysis of employment statistics had already 
been put in hand by the Department of Employment and would 
be completed within two to three months. 

(e) The estimates given in C P (71) 135 for the additional 
employment which might be generated by the proposals in question 
were only approximate and took no account of possible " multiplier " 
effects; Until more accurate figures were available, it would be 
preferable, if possible, to omit statistics of this kind from the 
proposed announcement. 

The Prime Minister, summing u p the discussion, said that the 
Cabinet approved the proposals in paragraph 7 of CP (71) 135. The 
Chancellor of the Exchequer should discuss with the Lord President 
the arrangements for their announcement at an early date and should 
prepare, in consultation with the Lord President and the other 
Ministers concerned a draft statement for this purpose, taking 
"into account the point made in discussion at (e) above. The studies 
of nuclear reactor policy, energy policy and the aircraft industry 
should be pressed forward as rapidly as possible. The Chancellor 
of the Exchequer should examine further with the Secretaries of 
State for Defence and Trade and Industry whether it would be 
possible to place an order for Nimrod aircraft for early completion, 
avoiding substantial expenditure in the later part of the period in 
question; and he should examine with the Secretary of State for 
Education and Science her proposals for additional constructional 
work on schools. 

The Cabinet— 

' " T o o  k note, with approval, of the summing up of their 
discussion by the Prime Minister and invited the Chancellor 
of the Exchequer to be guided accordingly. 

CONFIDENTIAL 

7. The Cabinet considered a memorandum by the Lord Privy 
Seal (CP (71) 132) to which was appended a draft Green Paper on 
Government Research and Development. This comprised a 
statement by the Government, a report by the Head of the Central 
Policy Review Staff and the report of a working group under the 
Chairman of the Council for Scientific Policy. 

' ''' The Lord Privy Seal said that the Ministerial Committee on 
Science and Technology had approved the text of the Green Paper 
arid had recommended that he should make the necessary arrange
ments for announcing its publication and the subsequent process of 
consultation with the scientific bodies concerned and the appropriate 
Staff Associations. He had agreed with the Secretary of State for 
Education and Science the arrangements for these consultations. 
The text of the Green Paper appended to C P (71) 132 would need 
minor amendment at a few points before publication. In particular, 



the words " applicable t o  " in line 2 of paragraph 5 of the 
memorandum by the Government should be replaced by the words 
" implemented in respect of " in order to leave no doubt about the 
Governmenfs intention to adopt the customer/contractor principle. 
In addition paragraph 25 of the report by the Head of the Central 
Policy Review Staff had been modified to include a reference to 
applied research carried out by the Science Research Council and 
the Social Science Research Council, since, although these activities 
had been omitted from the recommendations of the original report, 
it was in fact intended that they should be studied in due course. 

The Prime Minister, summing up a short discussion, said that the 
Cabinet approved the text of the Green Paper, amended in 
accordance with the statement by the Lord Privy Seal, and agreed 

. that it should be published on Wednesday, 24 November. The Lord 
Privy Seal should make the necessary arrangements for briefing 
the Lobby and answering appropriate written Parliamentary 
Questions on that day. He should also arrange, in co-operation 
with the Secretary of State for Education and Science, for 
consultations with the scientific bodies and other interested parties 
after publication of the Green Paper. 

The Cabinet— 

Took note, with approval, of the Prime Minister^ summing 
up and invited the Lord Privy Seal to proceed accordingly. 

Cabinet Office, 

18 November, 1971. 
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SECRET 
*1 . The Prime Minister said that the critical stage in the 

Foreign and Commonwealth Secretary's negotiations with the 
Rhodesian leader, Mr. Ian Smith, had now been reached. A 
memorandum had been prepared by the Solicitor General 
(CP (71) 138), which indicated the points on which it had not yet 
been possible to reach agreement; and this was being circulated to 
members of the Cabinet for their information. Mr. Smith should 
now have a clear idea of the concessions which he would have to 
make if a settlement compatible with the Five Principles was to be 
concluded; and the Rhodesian Cabinet were understood to be 
meeting that day in order to review the situation. The Foreign and 
Commonwealth Secretary would meet Mr. Smith again thereafter; 
and as soon as his report of that discussion was available it would 
be necessary for the Cabinet to consider the matter in greater detail. 

The Cabinet— 


Took note of the statement by the Prime Minister. 


CONFIDENTIAL 
2. The Cabinet considered a memorandum by the Lord Privy 

Seal (CP (71) 131) about the future programme of the European 
Space Research Organisation (ESRO), to which was attached a 
report by officials on the costs and benefits to the United Kingdom 
of participation. 

The Lord Privy Seal said that our delegation at the meeting of 
the Council of ESRO on 23-24 November would be required to 
indicate whether the United Kingdom Government were willing to 
participate in a 10-year programme of scientific space research and 
the development of satellites for telecommunications, air traffic 
control and weather observation. The Ministerial Committee on 
Science and Technology had considered this programme and had 
concluded' that it could not be justified on technological or economic 
grounds.: Nevertheless, there were strong political grounds for our 
agreeing to participate, provided that we were not irrevocably 
committed! to an expensive telecommunications satellite project if 
further studies before the proposed review in 1975 failed to reveal a 
user requirement. Although it was possible to propose an 
intermediate position between outright acceptance and complete 
rejection of the whole programme, there was little to be gained by 
doing so; and it would be preferable to make the decision on the 
basis of weighing the cost of the programme against the political 
advantage of contributing to it. We should not underestimate the 
extent to which we should be able in 1975 to persuade our European 
partners to determine the future of the telecommunications project 
on strictly economic grounds; and the voting convention which 
required a two-thirds majority of participating countries, 
representing a t least two-thirds of the contributions to the 
programme, would provide considerable protection against 
unwarranted enthusiasm. 

* Previously circulated 46 a Confidential Annex. 

t, : i ,:. SECRET 



In discussion it was urged that no decision on the most 
expensive part of the programme would be needed until 1975 and 
that in the interval we should honour the undertakings which we 
had given to E S R O and affirm our willingness to abide by the voting 
conventions. Only three or four countries were determined to 
develop an independent European competence in space even if it 
ebst much more than alternative ways of achieving the same results; 
and there was therefore little danger of our being coerced by a 
two-thirds majority of the countries participating in the 
telecommunications project, provided that a sufficient number of 
countries contributed to ensure that the two-thirds majority decision 
in 1975 would be taken strictly on grounds of technological and 
economic merit. On the other hand, a decision to take part in a 
programme for which there was no user requirement was contrary 
to the criteria which had been developed for domestic technological 
projects; and we should be committed to work on programmes for 
which there was no better justification than a desire to maintain a 
competitive position in relation to the United States. 

'." The Prime Minister, summing up the discussion, said that we 
were not yet in a position to persuade other European countries to 
concentrate on projects which gave value for money. Although it 
would be cheaper to purchase applications satellites than to develop 
them, part of the purpose of the European space programme was to 
develop a capability independently of the United States. It could be 
argued that United Kingdom participation in the programme would 
run counter to the principle, which the Cabinet had recently 
endorsed, that any research and development project should derive 
from an established " customer " requirement. But this argument 
would not necessarily be valid, since the requirement in this case 
was based partly on the need to develop an independent European 
capability and not solely on the technological merits of the project. 
Nevertheless, it would afford some assurance that a decision to 
continue the telecommunications project after 1975 would be taken 
on sound economic lines if enough countries joined in the 
programme. Our delegation to the Council of the European Space 
Research Organisation should therefore be authorised to commit the 
United Kingdom to the programme of the Organisation, including 
the development of applications satellites, subject t o the condition 
that at least seven other countries agreed to participate in the 
telecommunications satellite project. If less than seven other 
countries were prepared to contribute to that project, the 
delegation should seek further guidance. 

The C a b i n e 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 United 

Kingdom delegation to the meeting of the Council of the 
European Space Research Organisation on 23-24 
November to be instructed accordingly. 

,;:1 Cabinet Office, 
23 November, 1971. 
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ORIGINAL I S 
5.1 O F T H E .CLOSED 

E C R E T 
LTrlH WUlftet Were informed that a debate would be held 

in
; 

 the House of Commons on Northern Ireland on Thursday, 25 
November, and Monday, 29 November. 

SECRET 
2. The Minister of State for Foreign and Commonwealth 

Affairs said that relations between India and Pakistan had 
deteriorated further in the past 48 hours. It was clear that Indian 
regular forces, including tanks, were now engaged with the Pakistan 
army. The Indian representative at the United Nations, however, 
had rebutted the accusation of aggression made by the Pakistan 
Government. It was possible that the matter would now be raised 
in the Security Council. 

j The Minister of State for Foreign and Commonwealth Affairs 
said that it now seemed reasonably certain that some accommodation 
which we could accept would be reached between the Shah of Iran 
and the Ruler of Sharjah about the Gulf Island of Abu Musa, 
N o progress had been made over the Tunbs Islands; but this problem 
was I less important; 

H e would shortly be making a detailed report on the 
situation to the Defence and Oversea Policy Committee. 

The Minister of State for Foreign and Commonwealth Affairs 
said that Arab/Israel i tension continued to mount. The latest 
speeches by President Sadat of Egypt had been belligerent and anti-
American in tone. We were watching the situation carefully in 
case the opportunity presented itself for a useful initiative by the 
United Nations. 

The C a b i n e t 

i (1) Took note of the statements by the Minister of State for 
; - Foreign and Commonwealth Affairs. 

; The Secretary of State for Defence said that the Prime Minister 
of Malja, Mr. Mintoff, was again showing dissatisfaction with the 
progress of Anglo-Maltese negotiations for new defence and financial 
agreements. A further Ministerial visit to Malta might soon be 
necessary in order to review progress and to remove any illusions 
whidh Mr, Mintoff might still harbour about our negotiating position. 

' The Cabinet— 

(2) Took	 note of the statement by the Secretary of State for 
Defence. 

136638-8 
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' 3. - The Secretary of State for Employment said that a 
reasonably satisfactory basis for a settlement of the official strike 
by the Coventry and district toolroom workers had been agreed 
between the representatives of the engineering employers and of 
the Amalgamated Union of Engineering Workers. The employers 
had secured agreement to the abrogation of the Coventry Tool R o o m 
Agreement (CTRA) which had been operating since the last war. 
They had, however, had to concede the reinstatement of this 
agreement until 1 February next year when it was proposed to 
introduce a new agreement. It had been noticeable during the last 
few days that, while the engineering employers directly involved in 
the CTRA had taken a firm line throughout, other employers who 
were indirectly affected by the dispute had beenurging that almost 
any settlement would be preferable to a strike. 

HM;^ SECRET 
. * 4 . ' The Cabinet considered a memorandum by the Lord 

President of the Council about the legislation required in order to 
implement the obligations which we should be assuming under the 
Treaty of Accession to the European Economic Communities 
(CP (71) 137). 

The Lord President said that his proposals were based on a 
thorough and detailed examination of the issues involved which had 
been carried out in close consultation with the Solicitor General. 
It was very important to prevent any breach of security in this 
matter and to discourage speculation in public about the possible 
courses of action open to the Government. 

While it would theoretically be possible to' make the necessary 
legislative changes by a very short substantive Bill, leaving virtually 
all the detailed modifications to be implemented thereafter by 
subordinate legislation, this would be liable to provoke very 
considerable criticism on the ground that it would be constitutionally 
improper to curtail Parliamentary debate on matters of such 
fundamental importance to the life of the nation. At the other 
extreme nearly all the changes immediately required in our law 
could be made in the substantive Bill, leaving relatively little to be 
accomplished subsequently by subordinate legislation. But this 
course would result in a Bill of undesirable length and complexity. 
Accordingly, after considering the matter with the other Ministers 
concerned, he recommended a middle course, whereby the substantive 
legislation would contain express provisions on the main matters 
of importance and controversy, while less significant issues would 
be dealt with in subordinate legislation under general powers provided 
by the main Bill. On this basis it should be possible to reduce the 
length of the substantive legislation to about 50 clauses. If it were 
agreed to proceed in this way, the question would then arise whether 
these clauses should be embodied in one Bill or in two. The 

* Previously circulated £5 a Confidential Annex. 



preliminary view of himself and of the other Ministers concerned 
was that a single Bill would be preferable. Accordingly, he invited 
his colleagues to agree that the legislation should be drafted on 
the general basis indicated in paragraph 6 of CP (71) 137 and in the 
form of a single Bill, on the understanding that it would be possible 
to split the legislation into two Bills later if this seemed desirable. 

In. discussion there was general agreement with the middle 
course recommended by the Lord President. Important changes in 
the law, such as the provisions to operate the common agricultural 
policy and to enable the Import Duties Act to be used for Community 
purposes, could not be made appropriately otherwise than by 
substantive legislation; and the same was true of such sensitive 
matters as the rights of E U R ATOM joint undertakings to acquire 
land compulsorily and the rights of Community inspectors to examine 
documents and to enter premises. The omission of such provisions 
would not, in any event, save time, since amendments would 
otherwise be put down on these subjects. Final decisions on the 
precise scope of the legislation need not be taken until later; but in 
principle all suitable opportunities should be taken to reduce its 
volume and to restrict the scope for amendments. For example, the 
powers of entry and inspection to be given to Community inspectors 
might be provided by attracting existing powers under Customs and 
Excise legislation. 

There was also general agreement that the Government should 
seek to avoid, if possible, a re-opening of the issue of principle on 
which Parliament had already taken a decision; and this was an 
additional-argument in favour of a single Bill. On the hypothesis 
of two Bills it might have been possible to defer the introduction of 
the second to a more opportune moment. But this loss of flexibility 
had to be accepted, on the assumption that it would be open to the 
Government to decide after the Second Reading of the Bill whether 
they should move to apply the guillotine to its subsequent stages 
or whether they could command sufficient support for a Motion to 
split the Bill into two parts and to send the second part upstairs. 

; In further discussion attention was drawn to the importance 
of; introducing the legislation immediately after the Christmas Recess 
in order to provide the maximum time for debate in the period 
before Easter. All possible pressure was being applied to secure 
an early settlement of the outstanding issues in the negotiations in 
order that the Treaty of Accession might be signed before Christmas; 
but a certain number of questions remained to be settled. Moreover 
it was becoming increasingly doubtful whether the Community 
would be able to complete, by the date of the introduction of our 
legislation, authentication of English texts of Community secondary 
legislation, notwithstanding the extra staff which we had lent them 
for this purpose. 

! The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the European legislation should be drafted in 
the form of a single Bill, on the basis proposed in paragraph 6 of 
CP (71) 137. The Chancellor of the Duchy of Lancaster, in 



consultation with the Lord President, the Solicitor General and other 
Ministers concerned, should now arrange for the preparation of the 

"Bill, taking account of the points made in discussion, and should 
j bring a draft text before the Legislation Committee for approval 

as early as possible in January, with the aim of introducing the Bill 
immediately after the Christmas Recess. The Chancellor of the 
Duchy should continue to apply the greatest pressure to secure 
the signature of the Treaty of Accession before Christmas and, in 
consultation with the Lord President, to arrange for the printing 
and publication of the English texts of the Community's secondary 

; legislation which would be required when Parliament considers the 
Bill. 

The Cabinet— 

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

(2) Invited the Chancellor of the Duchy of Lancaster, in 
i	 r. consultation with the other Ministers concerned, to 

arrange accordingly for the preparation of the Bill and 
for publication, at the appropriate time, of English texts 
of the Community's secondary legislation. 

SECRET 
Rhodesia .; *5 The Cabinet considered a memorandum on the Rhodesian 
Previous negotiations by the Solicitor General (CP (71) 138), a letter from the 
Reference: Foreign and Commonwealth Secretary to the Prime Minister, dated 
CM (71) 56th 21 November, and circulated to Ministers under reference PS (71) 39, 
Conclusions, and two telegrams (Nos. 125 and 126), dated 22 November, from 
Minute '2 1' the Foreign and Commonwealth Secretary in Salisbury. 

The Attorney General, who had just returned from Salisbury 
said that since his arrival in London he had spoken to the Foreign 
arid Commonwealth Secretary on the telephone and was therefore 
able to provide the Cabinet with an up-to-date appreciation of the 
position as it had developed since the circulation of the Solicitor 
GeneraFs memorandum and the subsequent messages from the 
Foreign and Commonwealth Secretary. As a result of the very many 
discussions which the Foreign and Commonwealth Secretary had 
been able to have with representatives of all shades of African and 
European opinion in Rhodesia during the preceding week, it had 
become clear that, with the exception of Mr. Nkomo and some of 
those who had been detained by the Rhodesian regime, the vast 
majority favoured a settlement. Even though few had high hopes 
of the outcome, most agreed that i t would be preferable to a 
prolongation of present trends in Rhodesia. Discussions with the 
Rhodesian authorities had resulted in a certain advance on the two 
main points of difficulty isolated in the Cabinefs previous discussion, 
i.e., the first and fourth principles (unimpeded progress to majority 
rule and progress towards ending racial discrimination respectively). 
On the first, Mr. Ian Smith, the Rhodesian leader, had now accepted 



that 10 common roll seats should be created at the point of pari ty; 
but he had stipulated that voting for these seats should b e such as 
to permit  I ' plumping ", i.e., the whole country would be treated as 
a single constituency and each voter would have 10 votes which he 
could bestow on one or more candidates, as he thought fit. This 
stipulation could have the effect of deferring the attainment of an 
African majority in Parliament until beyond the first General Election 
after parity. On the fourth principle Mr. Smith had now accepted 
a,,j,justiciable Declaration of Rights, designed to deter further 
legislative discrimination in all fields including land and education. 
The problem of reversing the discriminatory trends in existing 
legislation, especially in the matters of land and education, was one 
which would be dealt with more appropriately by the proposed 
Review Commission than by any provision in the Declaration of 
Rights; and some progress had been made in the arrangements for 
such a Commission, which it had been agreed would include an 
African member to be approved by the United Kingdom 
Government. The main problem outstanding concerned the form 
of the Rhodesian Governmenfs undertaking to give effect to the 
recommendations of such a Commission. They could clearly not 
bind themselves to accept these recommendations in all 
circumstances; but an undertaking merely to give " serious regard " 

" to them would not be considered in many quarters as an acceptable 
contribution towards honouring the fourth principle. The Foreign 
and Commonwealth Secretary had put forward a formula under 
which the, Rhodesian Government would undertake to " commend " 
the Review Commission^ recommendations to the Rhodesian 
Parliament; but Mr. Smith had sought to amend this text, which 
remained one of the main outstanding problems. In the Foreign 
and Commonwealth Secretary's view the settlement now within our 
grasp would offer real opportunities to the African majority. The 
alternative was an almost inevitable tendency towards a State 
organised on the South African pattern. 

In,discussion it was recognised that the Foreign and Common
wealth; Secretary and his colleagues had made remarkable and 
encouraging progress towards finding the basis for a settlement which 
would be defensible as being compatible with the Five Principles. 
I t was generally agreed that the proposed justiciable Declaration of 
Rights would provide adequate safeguards against the enactment 
of discriminatory legislation in the future and against the extension 
by means of subsidiary legislation of existing discriminatory 
measures. , The latter point was of some importance, since it was 
customary in Rhodesia for the scope of legislation to be enlarged 
in this way. But the fourth principle required progress towards 
the ending of discrimination; and it had to be admitted that the 
measure of discrimination existing in Rhodesia at the present time 
was greater than it had been at the time of the illegal declaration 
of independence; that the Declaration of Rights did not offer a 
suitable means of reducing it; and that the best hope of so doing 
lay in strengthening the Review Commission and ensuring, if possible, 
that the regime of the day would give effect to its recommendations. 
It had now been agreed that the Commission would contain an 
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African member and that its membership would be subject to British 
approval; but the extent to which the regime could be bound by its 
recommendations was a major point of substance, which was still 
under negotiation. Unless a reasonably firm commitment on this 
point could be secured, the settlement would be open to the criticism 
that it had failed to comply with the fourth principle. 

In further discussion it was appreciated that discrimination in 
the bse of land, if permitted to continue unchecked, would encourage 

1 the development of apartheid in Rhodesia on the South African 
model. For this reason the Foreign and Commonwealth Secretary 
had been pressing hard for the allocation of an additional defined 
quantity of land to be made available to the Rhodesian Africans; 
and it was noted that he had some hope of success. If the Rhodesian 
regime could be brought to agree to this, it would help us significantly 
in the presentation of the settlement although its practical importance 

,!;;', might be slight. A further and connected point of importance was 
the provision of the Land Tenure Act which made the access of 

; , ':; African professional men to European areas dependent upon the 
; , ' issue of permits by the Rhodesian regime. This was repugnant 

to many sections of public opinion in this country and made it 
difficult to establish that the fourth principle was being adequately 
met. It would therefore be desirable to press the regime to meet 
us on this point. 

Satisfaction was expressed with the news that the Rhodesian 
negotiators had conceded that the constitution might provide for 
the creation, after parity, of 10 common roll seats. The fact that 
this concession had had to be bought at the cost of agreeing that 
, votes should be " plumped " instead of being cast each for a separate 
candidate, however, was regrettable. This arrangement would 
favour the well-organised European parties at the expense of their 
African counterparts; and it could delay the move from parity to 
majority rule for a number of years. Nevertheless, despite 
imperfections of this order, the current proposals probably 

. , represented the best which could be obtained from Mr. Smith's 
regime; and, since there would be no alternative Rhodesian authority 
in the foreseeable future with which the Government could hope 
to negotiate more favourable terms, it would be right to authorise 
the Foreign and Commonwealth Secretary to accept the settlement 
Which he himself recommended, provided that it was further 
improved on the point of the implementation of the recommendations 
of the Review Commission. The present situation of the Rhodesian 
Africans was virtually hopeless, whereas a settlement of the kind 

., - now envisaged would afford them, if not a guarantee, at least some 
hope of political, social and economic advancement, a process in 

; which our proposed development programme could play a part. 
But the settlement would only serve the interests of Rhodesian 
Africans and be compatible with the honourable reputation of the 
United Kingdom if it dealt effectively with the problem of racial 
discrimination. Particularly in view of the fact that Mr. Smith 
had shown that day that he was prepared to make some concessions 
in the interests of concluding a settlement, it would be right to 
maintain the pressure for a further Rhodesian advance on this issue. 



The Prime Minister, summing up the discussion, said that the 
Cabinet, agreed that the Foreign and Commonwealth Secretary had 

! made striking progress towards finding an acceptable basis for a 
settlement; they would hope, however, that further progress could 
be rnade towards providing for the ending of racial discrimination. 
More generally, the Cabinet were still concerned about the credibility 
of the proposed settlement as a whole; and they were therefore 
anxious that the Foreign and Commonwealth Secretary should 
press hard for an improvement on the point of the degree of 
commitment by the Rhodesian regime to give effect to the 
recommendations of the proposed Commission to review 
discriminatory legislation. The Foreign and Commonwealth 
Secretary might be able to secure some improvement in this respect 
by linking the Rhodesian undertaking as regards the Commission^ 
recommendations with a statement at an appropriate point that 
the; regime recognised the desirability of making progress towards 
ending any racial discrimination. It would further assist in making 
the settlement acceptable to Parliament and to public opinion if 
the Rhodesian authorities would agree to facilitate access by African 
professional men to European areas. The Cabinet agreed that the 
Foreign and Commonwealth Secretary should be authorised to initial 
the; proposals for a settlement, provided that he was able to secure 
ah assurance on the point of the Review Commission^ recom
mendations in a form which he was personally satisfied that the 
Government could honourably defend to Parliament. H e would 
send the Foreign and Commonwealth Secretary immediately 
instructions to that effect. 

The. C a b i n e t 

. Took note, with approval, of the Prime Ministers summing 
i .. : up of their discussion. 
L

Cabinet Office, 

, ; (  \ 24 November, 1971. 
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1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

*2. The Cabinet had before them a Note by the Secretary of 
the Cabinet (CP (71) 139), to which was attached the text of 
Proposals for a Settlement which the Foreign and Commonwealth 
Secretary had signed in Rhodesia on the previous day, together with 
a supplementary note relating the Proposals to the Five Principles. 

The Foreign and Commonwealth Secretary said that in the 
course of his recent visit to Salisbury for negotiations with Mr. Ian 
Smith, the Rhodesian leader, he had met more than a hundred 
individuals or representatives of organisations, European and 
African, and had formed the impression that, political extremists 
apart, the general desire was for the conclusion of a settlement. It 
had to be recognised that racial antagonisms had grown sharper in 
the years, since the illegal declaration of independence; but all save 
the extremists regretted this deterioration in relations and appeared 
genuinely to believe that a settlement would enable the substantial 
but necessarily silent body of moderate opinion to express itself 
afresh. The only serious opponent of this view had been Mr. Joshua 
Nkomo of the Zimbabwe African People's Union, who had seemed 
resigned to a further deterioration in relations between the races 
and to the development in Rhodesia of a political system resembling 
apartheid in South Africa before there could be any real hope of 
advancement for Africans. No one believed that the Rhodesian 
Front regime could be overthrown, although a number of its more 
extreme members might well desert the Party following a settlement; 
and the choice before us lay, in effect, between Mr. Smith's regime 
with an agreement or Mr. Smith's regime with no agreement. He 
was clear in his own mind that the former would be indisputably 
the more beneficial to the people of Rhodesia as a whole. It was 
cardinal to any defensible settlement that it should include provision 
for a justiciable Bill of Rights; and this had been secured in full. 
As tp the time scale for the achievement of parity of representation 
he had found Rhodesians, including Africans, in general realistic. 
The multi-racial Centre Party had stated that they would regard 
parity: within 30 years as representing an acceptable rate of progress; 
and he himself judged that it was reasonable to hope for something 
of this order. The Land Tenure Act, however, was a major obstacle 
in the. way of African advancement. I t was a successor to earlier 
legislation -which had been designed primarily to prevent the 
wholesale purchase of land by Europeans; and there was no doubt 
that such a provision was no less necessary today. But the present 
Act had. two unattractive features. In the first place it required a 
rigid division of land between the two major races, although 
Mr. Smith had assured him that it would be possible to arrange 
for additional land to be made available for the African population. 
There were 3-J million acres allotted t o Tribal Trust Lands and a 

* Previously circulateddfi a Confidential Annex. 



further \  \ million to African Purchase Areas which had not yet 
been settled; and there was a possibility of making further land 
available if it was required. Second, some of the subsidiary 
legislation made under the Land Tenure Act imposed unwarrantable 
hardship and discrimination on the non-European sections of the 
population. Nevertheless, the various provisions which had now 
been agreed, both in the Declaration of Rights and elsewhere, to 
deal with the problem of racial discrimination amounted to a 
marked improvement in the position and prospects of the Africans. 
Moreover, it had to be accepted that the removal of the Land Tenure 
Act in toto would be liable to provoke a reaction in Rhodesian 
society which might prove disastrous. In addition to provisions to 
review existing discriminatory legislation and to prevent the 
extension of such legislation, other major improvements which had 
been secured in negotiation with the Rhodesians included the repeal 
Of the income tax regulator, which governed the rate of 
^enfranchisement under the 1961 Constitution; the incorporation of 
expressed and entrenched provision for progress from parity of 
representation to majority rule; and the establishment of effective 
machinery to block retrogressive legislation. Critics of the Proposals 
for a Settlement might argue that no agreement made with the 
existing illegal regime would be kept. In practice, however, we 
had no real choice in the matter of our interlocutors. It was, of 
course, possible to identify various respects in which the settlement 
fell short of the ideal. But he was convinced that the present 
proposals represented the best settlement which could be made 
from the British point of view as well as from that of the Rhodesians 
as a whole; and that if, as he believed, it was possible to conclude a 
settlement on this basis, the question whether to do so should at 
least be referred to the people of Rhodesia, as was now envisaged 
by holding a test of acceptability under the Fifth Principle. 

In discussion it was agreed that the improvements to the 
Proposals for a Settlement which the Foreign and Commonwealth 
Secretary had achieved during his visit to Salisbury were remarkable. 
It was further agreed that it would be right to put the proposals 
now agreed with Mr. Ian Smith to the people of Rhodesia. The 
Test of Acceptability would be of the greatest importance; and it 
was essential that membership of the Commission which would be 
responsible for conducting this operation should be such as to 
command respect not only in this country but abroad. If the test 
was rigorously and painstakingly carried out, it would establish 
whether there was a genuine desire to set Rhodesia on a new course 
towards the peaceful co-existence of the different races; and it would 
also rebut criticism of the settlement based on the argument that the 
rights and aspirations of the Africans had been disregarded. It was 
recognised that, given the complexity of the factors involved, it 
would be unwise, if not impossible, to say with certainty when parity 
of representation or majority rule would be reached. The expected 
rapid development of the economy, to which it was hoped that 
British aid would contribute, would have a useful effect in this 
connection. It was noted that a satisfactory assurance on the 



acceptance by the Rhodesian regime of their liability for outstanding 
debts could be expected and that the Rhodesians had agreed to 
provide matching funds equal to 100 per cent of our development 
aid so long as it was provided in grant form. If it was decided that 
aid would have to be provided partly in the form of loans, the 
Rhodesian matching contribution would be reduced. 

The Prime Minister, summing up the discussion, said that the 
Foreign and Commonwealth Secretary deserved the warmest thanks 
and congratulations of his colleagues. The Cabinet agreed that the 
Proposals for a Settlement which he had agreed with Mr. Smith 
could be endorsed and commended to Parliament and the country. 
They also agreed that it would be right to refer these proposals to 
the people of Rhodesia; and they were concerned to emphasise the 
critical importance of appropriate arrangements for an early and 
convincing Test of Acceptability. Meanwhile, it would be important 
that in public statements Ministers should adhere closely to the text 
of the proposals as now agreed and, in particular, should eschew 
speculation about the time scale for the achievement of parity. 

' ! The Cabinet— 

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

Cabinet Office, 


26 November, 1971. 
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("1. The Cabinet considered a memorandum of the Lord 
President of the Council (CP (71) 141) on the Report of the Top 
Salaries Review Body about the pay of Ministers of the Crown and 

: Members of Parliament. 

The Lord President said that a small Ministerial group under 
his chairmanship had considered the Report of the Top Salaries 
Review Body (TSRB). While he had made clear in announcing the 
reference of Ministers' and Members ' pay to the TSRB on 
4 December last that the final decision on their recommendations 
would rest with the Government, it had nevertheless been the 
Govermenfs declared intention to implement the recommendations 
unless there were clear and compelling reasons for not doing so. 
The TSRB had referred to this intention in paragraph 121 of their 
Report and had said that they regarded this as placing on them an 
added responsibility to keep their recommendations for increases 
and improvements to the absolute minimum which they considered 

.; to be necessary. In their view it was of the highest importance that 
their recommendations, as they affected both salaries and allowances, 
should:now be implemented as a whole and in full. Against this 
background the view of the Ministerial group was that the 
Government should accept all the recommendations in the B.eport, 
subject only to reservations relating to (i) the proposal to establish 
two funds to which individual Members could apply for assistance 
to meet their costs of travel within the United Kingdom and overseas 
tb; inform themselves of subjects of relevance to their work ; (ii) the 
propbsal that provincial Members should be eligible to draw a 
subsistence allowance, based on Civil Service rates, to meet the 
additional costs of staying away from their homes when engaged on 
Parliamentary duties; and (iii) the proposed salary for the 
Government Whips in the House of Commons. 

: hum m\ i;j : 
; The TSRB considered that Members5 remuneration should now 

be assessed on the basis of two principles, namely that membership 
of the House of Commons was a full-time commitment and that, in 
general, Members should not in future be expected to meet 
reasonable expenses out of their salary. The Ministerial group had 
noted that the survey carried out by the TSRB had shown that the 
average number of hours spent each week by all Members on 
Parliamentary work was 63. The TSRB had also pointed out that 
the more expense a Member at present incurred in carrying out his 
job (however reasonable), the less were his disposable earnings: and 
this might mean that the more work he did in visiting his constituency 
and dealing with his constituents' problems, the less money was left 
in his pocket. The Ministerial group considered that the two 
principles which had been put forward by the TSRB should be 
accepted. ; " 

,' The proposal to establish two funds from which Members 
could seek assistance towards the cost of their " self-information " 
travel in the United Kingdom and overseas could give rise to 



! difficulties of administration. The selection of Members to receive 
payments from the funds would be invidious. Moreover, the payments 
would generally be taxable as part of a Member's emoluments, 
subject to a deduction for any admissible expenses; and the question 
of the types of travel expenses which would be admissible for 
deduction could give rise to dispute. It was therefore desirable that, 
while accepting the recommendation in principle, the Government 

: should say that further consideration would be needed in consultation 
with the Parties in the House and that the administration of the 
funds and the tax treatment of payments made from them should be 

j studied in detail. 

The new subsistence allowance for provincial Members also 
raised problems of administration and personal taxation. Subject 
to appropriate conditions and safeguards, the allowance could be 
accepted by the Inland Revenue as being non-taxable; but excess 

^Expenditure would not be allowed as a tax deduction unless it was 
incurred for reasons outside the Member's control and was not 
reimbursed. It would be necessary to establish where a Member of 
Parliament had his real home and to decide whether the allowance 
would be paid in respect of the number of days necessarily spent 
away from home on Parliamentary duties or would relate to the 
whole period of the Parliamentary Session, a point which was not 
entirely clear in the TSRB's Report. The introduction of the 
subsistence allowance might therefore have an adverse effect on 

; those Members who had substantial private means and were at 
present able to claim the extra costs of living away from home in 
London against their Parliamentary salaries for tax purposes. It 
was therefore desirable that the Government should indicate that 
further consideration would be given to the implementation of this 
recommendation in consultation with the House Authorities and the 
Inland Revenue. 

' On the question of the payment of Government Whips in the , 
House of Commons the general view of the Ministerial group was j 
that the TSRB had failed to recognise the very long hours worked p 
by the Commons Whips as compared with those in the Lords. % 

' Lord Boyle, to whom he had mentioned the point in confidence I 
i had said that he would accept a Government decision to increase , 
I the salary for Commons Whips to the same level as that for the 

Lords Whips. 

, The major question on Ministers' pay was whether the increases 
should be staged in the case of Cabinet Ministers. The general 
conclusion of the Ministerial group was that this would yield little 
presentational advantage. Nevertheless, the Cabinet, who were 
finally responsible for the decision on the Report, might take the 
view that in the case of their own pay some staging, as had been 
agreed voluntarily in the past by some senior public servants, might 
be desirable. 

Subject to a decision on this issue, the increases in salaries and 
allowances for Members of Parliament and the increased 
Parliamentary salary for Ministers should be brought into effect 
from 1 January next. These increases could be dealt with by 



appropriate Resolutions. If necessary, the proposed subsistence 
allowance could be dealt with in a subsequent Resolution after the 
practical details of the scheme had been considered. The salaries 
of Ministers, and in most cases, other paid office holders would 
require legislation; and the operative date should therefore be 1 
April, 1972, in all cases. The pensions proposals, which were 
acceptable in substance, had to be worked out in more detail before 
they could be incorporated in legislation; and it would be necessary 
to introduce a separate Pensions Bill subsequently. It would be 
convenient ,to include in the legislation on Ministerial salaries a 
limited number of changes in the provisions affecting Ministerial 
appointments. 

The present intention was that the Report of the Select 
Committee on the Civil List should be published on Monday, 6 
December; and it was for consideration whether the TSRB Report 
and the Government's statement about it should be published before 
or after the Civil List Report. 

In discussion i t was urged that it was essential that the 
Government should adhere to their declared intention to implement 
proposals made by the TSRB unless there were overriding reasons 
against doing so. Their position would be greatly weakened if 
changes were made to the individual recommendations, no matter 
how justifiable the particular modifications might be shown to be. 
The recommendations would not be popular in the country and the 
Government would be gravely embarrassed if, in addition to 
defending their acceptance of the Report in principle, they had to 
justify making changes to it in particular respects. It would be 
particularly objectionable to increase a salary above the level 
proposed by the TSRB, as was suggested in the case of the Commons 
Whips, since to do so would run counter to the Governments general 
policy on,incomes. If the Government themselves changed any 

1 recommendations, they would find it more difficult to resist pressures 
for- other changes in the proposals. 

! : Much the same general argument applied also to the suggestion 
that the increases in the pay of Cabinet Ministers should be staged. 
This would be represented as an empty gesture; and it would be 
unlikely to. mitigate the inevitable criticisms of the increases or to 
reduce; the possible repercussions on the Governments incomes 
policy. Moreover, the effect would be to keep the issue alive; and 
it would become a continuing source of embarrassment throughout 
the staging period when other pay increases were being considered. 
Any political or presentational advantage would be small; and it 
would therefore be wiser to implement the increases in a single 
operation. On the other hand, the increases for Cabinet Ministers 
were so substantial that the Government might not be able 
successfully to defend them without making a voluntary renunciation 
of some sort. The pay of Cabinet Ministers was last raised seven 
years earlier ;i: and over that period the increase, if the larger 
Parliamentary salary now proposed was also included, would be 
64 per cent, which was substantially in excess of any level of 
increase which the Government would now generally accept as 
tolerable under their incomes policy. It was true that, on the last 



occasion, as the TSRB had pointed out in their Report, the increases 
recommended for Ministers had been halved because the 
Government of the day considered that it would not be appropriate 
in the prevailing economic circumstances to increase Ministerial 
salaries to the full extent recommended. But Ministers in the 
Cabinet would be particularly vulnerable to the charge that they 
were according themselves more favourable treatment than they were 
prepared to give others under their incomes policy. Moreover, there 
was some feeling among the Governmenfs supporters that the 
Government should show a readiness to make some sacrifice; and 
the voluntary renunciation which had been made by senior public 

. servants a year ago had in fact been helpful in tempering the general 
opposition to the Governmenfs endeavours to reduce the rate of 
pay increases in other fields. 

V :  ; . In further discussion the following main points were made: 

(a) It would be necessary for further consideration to be given 
not only to the reservations proposed by the Lord President in 
relation to the travel funds and the provincial Members ' subsistence 
allowance but also to the treatment for tax purposes of payments 
from the proposed travel funds and of the element to be included in 
the increased secretarial allowance in respect of the employment of 
a research assistant. 

(b) It would be invidious if Peers were not eligible to receive 
assistance from the travel funds. 

; (c) The proposal that Members should continue to draw their 
salaries throughout the period of a Dissolution might be criticised 
bh the ground that they might then be at an advantage in relation 
to other candidates; and it would be regrettable if pressure then 
developed for all candidates to be paid from public funds during a 
Genera l Election. On the other hand many candidates would 
undoubtedly continue to be paid by their employers throughout the 
campaign. 

(d) Consideration should be given to announcing an increase 
in the Peers' expenses allowance in the Governmenfs statement on 
the TSRB Review. On the other hand the balance of advantage 
irnight lie in confining the statement to the matters covered by the 
TJSRB and dealing separately with any adjustment of the allowances 
of Peers. 

(e) On balance it seemed preferable that the Report on the 
Civil List should be published slightly before the TSRB Review. 
If so, the respective dates of publication might be Thursday, 2 
December, and Monday, 6 December. 

v The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the Report of the TSRB should be accepted 
subject to further consideration of the points which had been raised 
in relation to the two travel funds, the provincial Members' 
subsistence allowance and the allowance for the employment of a 
research assistant. The Cabinet also agreed that it would be unwise 
to amend any of the recommendations of the TSRB, particularly if 
t h e effect of the change was to improve those recommendations, as 



had been suggested in respect of the Commons Whips. The Cabinet 
approved the arrangements proposed by the Lord President for the 
implementation of the recommendations, including the proposal to 
defer the provisions relating to pensions to a subsequent Bill. Subject 
to the views of the Chancellor of the Exchequer (who was absent on 
an official visit to Rome), the Cabinet agreed that the TSRB Report 
should be published on Monday, 6 December, and that a statement 
should be made on behalf of the Government at that time. On 
this basis, the Cabinet could, if necessary, defer until their meeting 
later in the week a final decision on the question whether the increases 
m the salaries of Cabinet Ministers should be staged; but the general 
view of the Cabinet appeared to be that the attractions of such a 
course were outweighed by the disadvantages. The question of a 
possible increase in the expenses allowance for Peers should be 

,^considered; separately. 
The C a b i n e t 

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

(2) Invited the Lord President— 

' .... (i) subject to the views of the Chancellor of the 
Exchequer, to make arrangements accordingly for 
the publication of the Top Salaries Review Body 
Report on Monday, 6 December; 

(ii) to consult the office holders concerned, including the 
Speaker, before the Report was published; 

(iii) to arrange	 for a Government statement to be 
4	 ' prepared, taking account of the points made in 

the Prime Ministers summing u p ; 
(iv) to	 arrange, after the publication of the Report, for 

the necessary consultations to take place on the 
outstanding points relating to the travel funds, 

;	 the provincial Members'subsistence allowance and 
the allowance for the employment of a research 

- u " ; ' ; ! assistant; 
- I (v) subject to the outcome of the consultations under (iv) 

I above to arrange for the introduction of the 
necessary Resolutions and legislation to give effect 
to the recommendations of the Top Salaries 

,; Review Body and to the proposed changes 
affecting Ministerial appointments in accordance 
with the timetable which he had indicated. 

(3) Invited	 the Lord Privy Seal to bring forward separately 
proposals for increases in the expenses allowance paid 
to Peers. 



CONFIDENTIAL 
Cotton ; i 1. The Cabinet considered a memorandum by the Secretary 
Textile.
Imports

 : of State for Trade and Industry (CP (71) 142) on imports of cotton 
textiles. 

; The Secretary of State for Trade and Industry said that in 
I I October, 1970, the present Government had endorsed the policy 

adopted by the previous Administration whereby the cotton textile 
industry would  be afforded only tariff protection from 1972 onwards. 
A n undertaking had been given that when the new tariff was applied 

. we would not retain a general system of quantitative restrictions and 
would only reintroduce them if total imports of cotton textiles rose 

., and caused disruption. When we entered the European Economic 
Community (EEC) in 1973, however, we should  be adapting to a 

j regime which included quantitative restrictions, with the result that 
imports, which were already likely  to increase early in the New 
Year, would inevitably rise further as suppliers tried to forestall the 

*  ! ! i 1 ! i; ^quantitative restrictions which would be imposed in 1973 and thus 
'lYf  p'  ! '

1
'  to increase the base from which the new quotas would be calculated. 

! ^ E m p l o y m e n t in the Lancashire textile industry had recently fallen; 
-	 $ M ; H?ahd the restrictions imposed by the United States on imports of 

:i i n o n - c o t t o n textiles would increase the pressure on our market still 
- "further. If quantitative restrictions were not retained at this 
.., juncture, the disruption of efficient Lancashire production would j 

/undermine	 our intention to create an economic textile industry. He 
proposed, therefore, that quantitative restrictions on cotton textiles j 
should be retained and that this decision should be announced in ;; 
the Debate which had been arranged for 1 December on the 
Affirmative Resolution approving the new tariff for 1972. It would 
be necessary to give prior warning to the developing Commonwealth 
suppliers, who could be expected to protest strongly, although in 

;'  practice traditional suppliers like India and Hong Kong might well 
benefit by being protected by the restrictions on more competitive 

,  , ' i \] suppliers in Korea and Taiwan.  In presenting the proposal he 
would not put the blame exclusively on the EEC developments or 
oh unemployment but would indicate that the new factors in 
cbmbination would pose an intolerable threat to the industry which 
could not have been foreseen when the original decision was made. 

' and that in these circumstances  we could not sustain a more liberal 
i i cotton textile policy than other industrialised countries. Nevertheless, 

; , , :j;.ivyelshould still be taking a far higher proportion of low-cost t ex t i l e^ 
i imports than any other major industrial country. 

"-" '] .; The Foreign and Commonwealth Secretary said that we hadim 
given categorical assurances to India and Hong Kong that wej 

:;: : ;l;jf I L ^ b i d d not have both tariffs and quantitative restrictions in 1972. The, 
v ; . . . . ij -advice of our High Commissioners in those countries and of thejjj 

-j ̂ Governor of Hong Kong was that a reversal of the decision toj 
' abandon quantitative restrictions would be regarded as a high--

handed and unfriendly act and that the reaction of the countries/ 
concerned would be explosive. We would have no satisfactory: 

' defence against such accusations of breach of faith. Moreover, if] 
; we were to go back on our undertakings on textiles, this could castl 



doubt oh the guarantees which we had given during the course of 
ithe EEC negotiations to other Commonwealth countries, such as 
New Zealand and the sugar producers; and this could affect the 
passage of our EEC legislation through Parliament. To explain 
properly to the Commonwealth countries the reasons for our action 
would require at least a week; and to try to do it in a single day 
would provoke the most vigorous protests. 

In discussion is was argued that unemployment in the North-
West was already serious and that, if quantitative restrictions were 
not maintained on cotton textiles, the problem would be aggravated 
not only during the coming winter but also thereafter, since a high 
level of imports in 1972 would tend to be perpetuated in later years. 
In the last; 50 years we had ceased to be a net exporter of textiles 
and had become a large net importer; and restrictions were necessary 
to allow the necessary adaptation of the industry. On the other 

Hand, ffie^assurances which we had given to the Commonwealth were 
specific and binding; and, if circumstances had now changed, our 
proper course would be to explain to our Commonwealth partners 
why we felt unable to fulfil our undertaking. If we merely 
announced a reversal of policy without any prior consultation with 
them, ' this could have serious effects on the credibility of the 
assurances which we had given during the EEC negotiations. In 
Order to postpone the Debate on the Order relating to the tariff, 
i t would be necessary for the Order to be relaid; but this could be 
justified on the grounds that it had become inconvenient in terms of 
the management of current Parliamentary business to debate it on 
the following day. There was a risk, however, that, if suppliers of 
cotton textiles realised that we might be contemplating maintaining 
quantitative restrictions in 1972, they might enter into contracts with 
British importers before the proposal was formally announced and 
then claim that the quantitative restrictions should not apply to such 
contracts. 

In further discussion it was suggested that other courses than 
the imposition of quantitative restrictions might be explored in order 
to limit imports; or that quantitative restrictions might be retained 
but that the introduction of the tariff might be postponed to 
1 January, 1973. But there seemed to be no alternative machinery 
which could readily be used in this case, while abandonment of the 
tariff proposal at this stage would be attacked by the British textile 
industry ^  ; removing the basis on which they had planned their 
future pricing policy. 

Sir TheSSPrime Minister, summing up the discussion, said that this 
was a problem which admitted no satisfactory solution. The Cabinet 
accepted tha t the present situation in the textile industry required the 
maintenance of restrictions on imports of cotton textiles; and they 
recognised -the risk of forestalling if a decision to this effect was not 
announced on 1 December when the tariff Order was due to be 
debated. 6  n the other hand, to announce a reversal of policy with 
so little opportunity for prior discussion with the Commonwealth 
countries concerned would involve unacceptable risks in terms of 
our relations with our Commonwealth partners, especially in the 
context of the E E C negotiations. The tariff Order should therefore 



be relaid and the Debate should be postponed for a week, in order 
to give time for a full explanation to Commonwealth Governments 
of the reasons which had led us to conclude that quantitative 
restrictions on cotton textiles should be retained. Our case, which 
would have to be very carefully presented, should be based primarily 
on the effect of imports of cotton textiles on employment in the textile 
industry rather than on the obligations which we had accepted in the 
E E C from 1973 onwards. 

The Cabinet— 
Took note, with approval, of the summing up of their 
discussion by the Prime Minister, and invited the Secretary 
of State for Trade and Industry, in consultation with the 
Foreign and Commonwealth Secretary, to proceed 
accordingly. 

Cabinet Office, 

30 November, 1971. 
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V

SECRET 
1. The Cabinet noted that the Report of the Select Committee 

on the Civil List was to be published at 4.00 p.m. that day. 

The Cabinet were informed of the business to be taken in the 
House of Commons the following week. It was proposed that the 
House should adjourn for Christmas on Wednesday, 22 December, 
and resume on Monday, 17 January, 1972. 

I: The Cabinet tendered their warm congratulations to the Foreign 
and . Commonwealth Secretary, the Attorney General and the 
Parliamentary Secretary, Treasury, for their successful conduct of 
the debate in the House of Commons on Rhodesia on the previous 
day. 

v . T h  e Lord Privy Seal said that he hoped to arrange for the House 
of Lords to adjourn on 16 December and to resume on 18 January, 
1972. The Cabinet considered certain aspects of forthcoming 
business in the Upper House. 

*The Lord Privy Seal said that the Lords were to take the 
Committee Stage of the Museums and Galleries Bill on 6 December. 
There was considerable opposition to its provisions; and a close 
vote must be expected. 

In discussion it was suggested that the controversy which the 
Museums, and Galleries Bill had provoked inevitably raised doubts 
whether it was advisable to proceed with it in view of the relatively 
small1 financial saving which it would produce. On the other hand 
the principle of charging for admission to museums and galleries 
was clearly defensible and should not lightly be abandoned. It 
might be advisable that the matter should be reconsidered before the 
Committee; Stage was reached in the Upper House. 

- r\ Cabinet. 

! ' The (Cabinet— 

 Invited the Lord President, in consultation with the Chief 
Secretary, Treasury, to discuss with the Paymaster General 

', the question whether the Museums and Galleries Bill 
should be proceeded with; and to report the outcome to the 

'

J SECRET 
2. Tfie Foreign and Commonwealth Secretary said that the 

reactions of other Governments, apart from that of Sweden, to the 
announcement of the Proposals for a Settlement with the Rhodesian 
regime had so far been relatively restrained. The more prominent 
of the African leaders had forborne to comment; while the member 
States of the Organisation of African Unity were, perhaps 
fortunately, committed to support of the policy of no independence 
before African majority rule, which was now generally recognised 
as unrealistic. But there had been some rather sharp criticism at the 

; V - i ' i! K!l * Previously circulated dfi a Confidential Annex. 
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Affairs 

The Gulf 

Previous . 
Reference: i 
CM (71) 58th 
Conclusions, 
Minute 2 

United Nations; and there might well be a movement to station 
Uriiteil Nations observers in Rhodesia during the forthcoming Test 
of Acceptability. This should be firmly rejected; but further efforts 
should be made to select for appointment to the Commission which 
was to conduct the Test of Acceptability individuals whose 
independence and integrity would command wide respect. It would 
be primarily the responsibility of the Chairman and his deputies to 
evaluate the evidence, a number of more junior commissioners being 
required to assist in its collection. 

The Prime Minister, summing up a brief discussion, said that 
the Cabinet agreed that j t was essential that the membership of the 
Commission should command respect and that, now that a majority 
had clearly emerged in Parliament in favour of the Proposals for a 
Settlement, the Commissioners should be instructed to make it clear 
that the Government of the United Kingdom commended them to 
the.people of Rhodesia. ,' 

The C a b i n e t -
Took note, with approval, of the Prime Minister^ summing 
up of their discussion. 

SECRET 
3'. The Foreign and Commonwealth Secretary said that the 

Union of Arab Emirates would formally come into being that day. 
This involved the termination of our special relationship with the 
Rulers of the Trucial States in the Gulf and its replacement by a 
new.Consultative treaty. This, in turn, would make possible the 
transfer of the Trucial Oman Scouts to the Union and the 
maintenance of adequate provision for a British military presence 
in !fhe' area. The arrangements worked out with the Shah of Iran 
and the Ruler of Sharjah for the island of Abu Musa had been 
satisfactorily implemented; but, unhappily, the Ruler of Ras al-
Khaimah had not been prepared to accept parallel arrangements for 
the Tunbs islands under his jurisdiction. In the event, Iranian 
troops had occupied both the Tunbs; and it was now known that 
one Arab and three Iranians had been killed in the ensuing clash. 
All subjects of the Ruler of Ras al-Khaimah had subsequently left 
the Tunbs, with the result that Iran was now in effective control of 
them. The reaction of the Iraqi Government had been sharp; Her 
Majesty's Ambassador had been asked to close the Embassy and to 
leave- the country. The Government of Kuwait had also condemned 
us, but without, so far, taking any specific action against our 
interests. The Governments of the other Arab States in the Gulf 
and elsewhere seemed to be taking the affair more calmly. 
Nevertheless there had been some rioting in Ras al-Khaimah and in 
Sharjah; and it must be recognised that there could be further 
disturbances in the next few days. It ought to be within the capacity 
of the Trucial Oman Scouts to contain these. Our own troops 
should not intervene; and plans for their withdrawal could be 
allowed to stand. In general, there were reasonable hopes for 
stability in the Gulf area, an outcome for which our emissary, Sir 
William Luce, deserved warm congratulations. 



India/Pakistan 

Previous 

Reference: 

CM (71) 58th 

Conclusions, 

Minute 2 


Industrial 
Affairs 

Current Pay 
Negotiations 

The Foreign and Commonwealth Secretary said that the latest 
reports indicated that the Indian Government were now moving up 
larger forces in support of the guerillas in East Pakistan and it must 
be accepted that the early disintegration of Pakistan was now a 
real possibility. It was thought to have been the objective of the 
Government of India for some time to detach the East Wing of 
Pakistan and to instal there some regime over which they could hope 
to exercise a measure of control. It was by no means certain, 
however j that an independent Government in East Bengal would 
not be dominated by elements of a more extreme character than the 
Indian authorities would find palatable. Meanwhile, President 
Yahya Khan of Pakistan was now faced with the alternatives of 
allowing East Pakistan to secede or of going to war with India in 
an attempt to retain it. He had sent to the United Nations an 
urgent request for observers to be stationed on the borders of 
Pakistan and India; and this would now be considered by the 
Security Council. It was just possible that the outbreak of war 
could be prevented by United Nations intervention; but more 
probably a peace-keeping operation would prove too difficult for 
the United Nations, particularly since the Indian Government would 
be sure to resist it and could count on the support of the Soviet 
Union. The extent to which China would support Pakistan in these 
circumstances was unpredictable. No Resolution had yet been 
tabled in the Security Council; and our attitude would have to be 
determined in the light of its text and of the situation at the time 
of its presentation. 

The Cabinet— 

, ,, Took note of the statements by the Foreign and Common-
f&r-JI- fjV wealth Secretary. 

C O N F I D E N T I A L 
4. The Secretary of State for Employment said that the 

agreement by the unions representing local authority manual 
workers to recommend to their members acceptance of pay increases 
amounting in total to 7f per cent on the wage bill was a cause for 
some satisfaction. The negotiations had been well managed, not 
least by Mr. Griffiths, the Secretary of the Local Authorities 
Conditions of Service Advisory Board. Other recent pay settlements 
included increases of 1\ per cent for the Atomic Energy Authority 
manual workers, of 7 per cent for the municipal busmen, and of 
1\ per cent for the British Airports Authority industrial and non
industrial staff. Comparison with the level of settlements in these 
industries a year ago indicated that significant progress was now 
being made towards the Governmenfs objective of reducing pay 
increases in the public sector to an acceptable level. Moreover, 
there were encouraging signs that the Press was now taking the view 
that the Governmenfs policy of de-escalation was succeeding. There 
were reports that the ballot conducted by the National Union of 
l^inewprkersi (NUM) in relation to their negotiations had resulted 
in a 59 per cent majority in favour of strike action; and this, under 



the revised rules agreed by the N U M ' s 1971 Annual Conference, 
j would indicate sufficient support for a strike to oblige the union's 

Executive to instruct its members accordingly. The support 
appeared, however, to have been concentrated in the traditionally 

! i i^ i l i i an t areas ; and any strike, therefore, might not prove in the 
event to be on a national basis. Coal stocks were in any case high. 
Steps were being taken to prepare for a possible strike by electricians 
in the National Health Service. Although the strike of Rolls-Royce 
workers at Filton, which had now been made official, had 
interrupted production of engines for the Concorde aircraft, it was 
difficult to envisage any action which he might properly take in 
this case, in view of the weakness of the employers in granting two 
increases which, with the offer now made, involved a total increase 
of' 14 per cent during the current year. There were insufficient 
grounds on which to seek to compel the unions to hold a ballot; 
and the most helpful action would be for those with any influence 
t o encourage the workers to bring pressure on their union 
representatives to reach an early settlement. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the recent pay settlements, on which those 
concerned with the negotiations were to be congratulated, were an 

^encouraging indication that significant progress was being made in 
the Governmenfs policy of wage de-escalation. 

The C a b i n e t -

Took note, with approval of the Prime Minister^ summing 
; ^ ^ up of their discu ssion. 

JIPI; SECRET 
Concorde ' 5. The Cabinet considered a memorandum by the Secretary 
Previous, of : State for Trade and Industry (CP (71) 144) on the Concorde 
References' project. They also had before them a note by the Head of the 
CM (71) 15th Central Policy Review Staff (CPRS) (CP (71) 140), covering a 
Conclusions, memorandum setting out the views of the CPRS on the project; and 
Minute 9 a note by the Secretary of the Cabinet (CP (71) (145), to which was 
and appended a factual assessment of the project prepared by the CPRS 
CM (71) 23rd and officials of the Departments concerned. 
Conclusions, 
Minute 4 The Secretary of State for Trade and Industry said that the 

Minister for Aerospace was to meet the French Minister of 
Transport, M . Chamant, on 7 December in order to discuss the price 
at which Concorde should be offered to airlines. Our attitude to 
this question depended on whether we intended to continue with 
the project. We had previously envisaged that the fundamental 
review planned for February 1972, would enable the Cabinet to 
consider it in all its aspects and so to decide whether a case could 
be made for unilateral withdrawal. Even by that time, however, 
some of the relevant information would still not be available. 
Moreover, it was now evident that, although there was still no 

; economic case for continuing with the project, the French 

H i SECRET 



Government were determined to proceed. Unilateral withdrawal 
would therefore do serious harm to our relations with the French 
Government whose support was essential before the ratification of 
our membership of the European Economic Community (EEC) 
could become effective and would be hardly less important thereafter. 
It would also have very damaging consequences for employment and 
for the morale of industry and the general public; and our credibility 
as a collaborative partner, together with our chances of closer 
association with the European aerospace industry, would also be 
jeopardised. Thus, while we need not rule out the possibility that 
at some future date the French themselves might be prepared to 
consider cancellation of the project by agreement, it was no longer 
realistic for us to contemplate unilateral withdrawal. In these 
circumstances it would be more advantageous to give the project 
Unreserved support henceforward, in order that we might have 
more chance to influence key decisions and to benefit from 
favourable publicity. The bilateral review with the French 
Government, however, should still be held in February, since there 
were several outstanding policy issues to be settled. 

The immediate decision, to be taken at the meeting on 7 
December with M. Chamant, concerned the selling price. Our 
attitude hitherto, which had been conditioned by a desire not to 
prejudice our legal position in the event of withdrawal, had been 
that there should be a " floor price ", including full costs and charges, 
below which manufacturers should not go without the approval of 
the two Governments; and that the Governments should also approve 
the key contractual terms. The French Government, on the other 
hand, considered that these matters should be settled by the 
manufacturers. It was not realistic to expect that airlines would 
be prepared to pay the latest assessment of the "floor p r i c e " ; and 
he proposed, therefore, that we should accept the manufacturers' 
latest proposals, under which the unit selling price for initial orders 
of the aircraft (up to a maximum of 18) from the British Overseas 
Airways ' Corporation (BOAC), Air France and Pan American 
Airways1 'should be $31-2 million at July, 1971 conditions, and 

i Government approval would be sought for the price for subsequent 
orders. Although these proposals involved a risk of loss, there did 
not .seem to be any practical alternative. The French Government 
might feel -that the figure was still too high; but, since they had 
previously maintained that the matter should be left to the 
manufacturers, it seemed reasonable to expect that they would 
acquiesce/;;, As regards the other key contractual conditions, he 
considered that it would be imprudent to give the manufacturers 
full discretion and that it would be desirable to leave the way open 
for the introduction of a model contract, to which the manufacturers 
would be required to adhere within certain tolerances. H e proposed, 
therefore, that at the meeting on 7 December the Minister for 
Aerospace should inform M. Chamant that we approved the 
manufacturers' proposals on the price but should maintain the line 
that the Governments should also approve the other key contractual 
conditions. 'i 



In discussion there was general agreement that it was no longer 
realistic to contemplate unilateral withdrawal from the project and 
that there would therefore be advantage in the Governments 
committing themselves wholeheartedly and publicly to it. The 
timing and presentation of this change of attitude, however, would 
need careful consideration. The negotiations with the French 

i ' Government on 7 December would be liable to be difficult and it 
j would therefore be premature to make any specific statement about 

our change of attitude either before or during that meeting, although 
M. Chamant would inevitably realise that our view had changed. 

'	 , ' After the meeting the Governments commitment to the project 
might most appropriately be expressed by the Secretary of State for 
Trade and Industry, who would be the natural representative of the 
Government to make the first flight in the aircraft. Consideration 
should also be given to the possibility of obtaining some offset from 
the French Government in other contexts in return for our change 

: , ' of attitude, although it was possible that the balance of advantage 
might be found to lie in not seeking any specific concession. 

In further discussion there was general agreement that there 
was no longer any real prospect of establishing a price which would 
recover all costs and charges. In these circumstances the fixing of 
the selling price must be a matter of judgment; but it would be 
undesirable to allow it to fall below the figure of $31-2 million at 
July 1971 conditions, as now proposed by the manufacturers. It 
would be undesirable to give the manufacturers full discretion to 
settle the other key contractual terms; and we should maintain our 
position on this point at the meeting on 7 December. 

In further discussion the following points were made— 

(a) In any statement about the Concorde project it was 
important not to imply that we accepted any commitment to 
developing a " s t r e t ched" version of the aircraft. 

j (b) It would be desirable to limit as far as possible the operating 
subsidy which BOAC would be likely to demand before agreeing to 
purchase the aircraft. Although it might prove difficult to dispute 

:,!;;! the view that a mixed fleet of Concordes and Boeing 747s would be 
less profitable than a fleet based on a single type of aircraft, the 
lbssj of profitability need not necessarily be attributed solely to 
Concorde. 

j (c) Good progress had been made in surmounting the remaining 
technical difficulties in the development of Concorde, although some 
uncertainties still remained about the acceptability of its noise 
level. 

:

; (d) We had not yet prohibited supersonic flight over populated 
land areas, partly because the French Government had asked us to 
delay this action but also because it might be disadvantageous to 
"regulations on the point at a time when the United State authorities 
were still considering their own attitude to supersonic flight. 
Nevertheless, there was considerable pressure from Government 
supporters for the British regulations to be made at an early date. 
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(e) Several subsidiary issues had been raised in the memoranda 
before the, Cabinet in connection with the ways in which we might 
give effect to our change of attitude towards the project. These 
would require further consideration by the Departments concerned. 

(/) The extent to which Rolls-Royce (1971) Ltd. were failing to 
devote sufficient effort to projects other than the RB-211 engine was 
a matter pf:urgent concern. This was however being examined as 
a separate ii^sue. 

The Prime Minister, summing up the discussion, said that the 
Cabinet accepted that there was now no realistic prospect of 
unilateral withdrawal from the Concorde project and agreed that we 
should seek a suitable opportunity to express our wholehearted 
support for; it, although this support should not extend to any 
commitment t o the development of a " stretched " version of the 
aircraft." t h  e Secretary of State for Trade and Industry should 
consider further with the Secretary of State for Foreign and 
Commonwealth Affairs, the Chancellor of the Duchy of Lancaster 
iand the Minister of Agriculture whether there would be advantage 
in frying t o obtain some offsetting concession from the French 
Government;. The Cabinet also agreed that at the meeting with 
M. Chamant on 7 December the Minister for Aerospace should 
support the proposals by the manufacturers about the selling price 
of the aircraft, but should maintain our stipulation that the other 
key contractual conditions should be subject to approval by the two 
Governments. The timing of the issue of regulations concerning 
supersonic; flight over land and the other subsidiary issues raised 
in the memoranda before the Cabinet should be examined by the 
Secretary of State for Trade and Industry in consultation with the 
other Ministers concerned and the CPRS. 

The C a b i n e t -
Took note, with approval, of the summing up of their 

' .' discussion by the Prime Minister, and invited the Secretary 
of State for Trade and Industry and the Minister for 

'' Aerospace to proceed accordingly. 

: ; i C O N F I D E N T I A L 
6. The Cabinet considered a memorandum by the Lord Privy 

Seal' (CP (71) 143) about the outcome of the meeting of the Council 
of European Space Research Organisation (ESRO) on 23-24 
November.') , 

The Lord Privy Seal said that at the meeting of the E S R O 
Council only France, Germany and Italy had declared their firm 
support for the telecommunications satellite project. Even if we 
assumed the concurrence of Italy and Sweden, who were in fact 
still undecided, the number of participants would fall short of the 
minimum of eight which had been stipulated by the Cabinet. 
Depending on the position adopted by Italy two possibilities were 
open to us. If the Italian Government decided to participate in the 



project, we should be able, given Italian support, to block the 
development stage of the telecommunications project in 1975, if it 
still appeared uneconomic at that juncture; and in these 
circumstances we should be prepared to go forward with Italy. If, 
however, the Italian Government decided not to participate, we 
should be unable to muster a blocking vote in 1975 if France, 
Germany and Belgium were determined to proceed to the 
development phase of the project. It had been reported that the 
French and German Governments had jointly approached the Italian 
Government in order to persuade them to accept the ESRO 
programme; and we had been asked to associate ourselves with these 

; representations. 
j ' -

The Prime Minister, summing up a short discussion, said that 
the Cabinet agreed that the United Kingdom should take part with 

f France, Germany and Belgium in the ESRO programme provided 
that Italy was also prepared to participate. It would be appropriate 
for us to use our influence to persuade the Italian Government in 
this direction, either in company with other ESRO countries or by 
a separate diplomatic approach. Steps should be taken to ascertain 
Italian intentions; and the Italian Government should be informed 

- that we were willing to go forward with them. If, however, Italy 
finally decided not to participate in the ESRO programme, a new 
situation would arise, which would need to be considered by the 
Cabinet. 

The Cabinet— 

Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Lord Privy Seal, in 
consultation with the Foreign and Commonwealth 
Secretary, to proceed accordingly. 

CONFIDENTIAL 
Top Salaries *7. The Cabinet considered further whether the increases 
Review Body in the salaries of Cabinet Ministers should be staged. 
Report on the 
Pay of Ministers The Prime Minister, summing up a short discussion, said that 
and Members opinion in the Cabinet remained divided. Some Ministers believed 
of Parliament that public opinion would expect some act of self-denial on their 
Previous! ; u ; \] part, following the example of senior public servants a year ago, v 

Reference: while others believed that staging would be regarded as no more 
CM (71) 60th than a useless gesture and that the only safe course was to give full 
Conclusions, and immediate effect to the Report of the Top Salaries Review Body 
Minute 1. .. in,this as in all other important respects. It was generally agreed 

that on balance the latter view should prevail. The increases for 
Cabinet Ministers should therefore not be staged; and the Review 
Body's recommendations on Ministerial salaries should be given 
effect from 1 April, 1972. 

* Previously circulated in a Confidential Annex. 



The C a b i n e t -

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

; SECRET 
Economic *8. The Prime Minister said that, after consultation with the 
Affairs Ministers principally concerned, he had set up a task force, under 

the leadership of Sir William Armstrong, to report on the objectives, 
measures and executive machinery for a new initiative to modernise 
our economic structure and to equip British industry to meet the 
challenge of entry into Europe. The terms of reference included 
study of any necessary modifications of present regional policies. 
The task force would consult all the Departments affected; but it 
\^ab important that its existence should be regarded as highly 
confidential for the time being. 

'i :j::;The Cabinet— 

',, '.. I Took note of the statement by the Prime Minister. 

Cabinet Office, 
2 December, 1971. 
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the Swansea City Council in providing free milk up to the time when 
they had decided to comply with the Act. The Borough Treasurer 
of Merthyr Tydfil had indicated that, if the District Auditor found 
of expenditure on free school milk had been improperly incurred, he 
would not continue to sign cheques for that expenditure. The 
Secretary of State for Scotland and he were in close touch about the 
presentation of the issues involved to public opinion. 

The Minister of Agriculture, Fisheries and Food said that the 
Milk Marketing Board had now desisted from issuing unhelpful 
advertisements drawing attention to the fact that free milk was no 
longer supplied for pupils over the age of seven. 

The C a b i n e t -

Took note of these statements. 

SECRET 
3. The Minister of State for Foreign and Commonwealth 

Affairs said that the position of the Pakistani forces in the East Wing 
appeared to be hopeless and that they might collapse completely 
within the next day or two. The Pakistani Army had achieved some 
penetration of Indian territory from West Pakistan; but neither side 
had made very significant advances on that front. Every effort was 
now being made to evacuate British subjects who wished to leave 
Pakistan, particularly those in East Pakistan who were in the greatest 
danger. Unfortunately, it had not yet proved possible to secure 
clearances for the aircraft which were standing by for this purpose; 
and it seemed unlikely that further efforts to be made that day would 
be successful. The position on the ground was extremely confused; 
but no opportunity of removing British subjects to places of safety 
would be lost. The United Nations General Assembly had passed 
a Resolution calling for a cease-fire and for the withdrawal by forces 
of both sides. The British Delegation had abstained from voting on 
the grounds that the Resolution was unlikely to have any practical 
effect and that to become involved in this initiative might have 
awkward implications for our policies in other parts of the world, 
e.g. Rhodesia. We were continuing to take soundings at the United 
Nations about the possibility, which seemed rather remote, of 
working out a common policy on the supply of arms and military 
equipment to the belligerents. 

The Minister of State for Foreign and Commonwealth Affairs 
said that he had summoned the Libyan Ambassador and had left him 
in no doubt of the serious view which we took of the action of the 
Libyan Government in withdrawing their sterling balances and 
nationalising the assets of British Petroleum. The Ambassador, who 
claimed that he had no information on these matters, had said that 
he would seek instructions from his Government. H e had confirmed, 
however, that the Libyan action had been intended as a protest 
against the Iranian occupation of the islands of Abu Musa and the 
Tunbs in the Gulf. The Chairman of British Petroleum had asked 
for strong action in support of the claim for compensation which he 



would be making; but the effect of the Libyan action on oil supplies 
to this country:. I was not expected to be serious, at least in the 
immediate future. 

j,; The Minister of State for Foreign and Commonwealth Affairs 
reported that the Union of Arab Emirates had now been formally 
established and that the Admission Committee of the United Nations 
Organisation had approved its application for membership. It was 
intended that the Trucial Oman Scouts should be transferred to the 
Union within the following 10 days or so. Apart from Iraq and 
Libya, the Arab States had reacted rather mildly to the Iranian 
seizure of the islands in the Gulf; and there were indications that 
the Egyptian Government in particular were exercising a moderating 
influence on the others. The Security Council would be meeting that 
afternoon; and there was some risk that the Iranian representatives 
would seek to pin on us all responsibility for the actions which were 
unpalatable to the Arabs. 

The Minister of State for Foreign and Commonwealth Affairs 
said that the debate on Rhodesia in the Security Council had been 
interrupted to make way for the meetings on the war between India 
and; Pakistan;,and the Gulf. But it would no doubt be resumed 
shortly. On the whole the reaction to the announcement that 
proposals for a settlement had been agreed with the Rhodesian regime 
had been moderate. It was hoped very soon to complete the 
membership of the Commission which was to conduct the Test of 
Acceptability required to satisfy the Fifth Principle. 

; i The C a b i n e t 
: Took note of the statements by the Minister of State for 
; ; /Fore ign and Commonwealth Affairs. 

SECRET 
4. The Chancellor of the Duchy of Lancaster said that there 

would be a further Ministerial meeting in Brussels on Saturday, 
11 December, between the European Economic Community (EEC) 
and the States applying for membership. He hoped that it would 
be possible at this meeting to resolve the two main outstanding 
problems—the; Community's fisheries and animal health regulations. 
The prospect of reaching a satisfactory settlement on animal health 
now seemed reasonably good; but there remained serious fishery 
problems. : We h a d so far secured that we should enjoy exclusive 
fishing rights within the six-mile limit for 10 years from entry and 
that there would then be a review to decide the arrangements there
after.1 /Provided that there was a genuine review at the end of the 
first 10 years w e : should be able, by one means or another, to preserve 
ouri-vital tiatlbhal'interests in the subsequent period. But, although 
we could probably reach agreement on a satisfactory review formula, 
we ' should be liable to encounter considerably greater difficulty in 
preserving the present position in a 6 to 12-mile belt in certain areas 
of our coastline which were of major importance to us. The 



Community had so far proposed that, for the first 10 years and subject 
to review thereafter, we should continue to maintain the existing 
regime in the 6 to 12-mile area around the Orkneys, the Shetlands 
and an unspecified part of north-east Scotland. In these areas, 
we should, of course, be expected to maintain the existing 

' fishing rights of other Member States. We had requested, however, 
that this special treatment should be extended to the Shetland Islands 
and the Orkneys, the Scottish coast from Cape Wrath to Berwick, 
the north-east coast of England to Spurnhead, the south-west coast 
from Sidmouth to Aberdovey and County Down. We could not 
expect, perhaps, to achieve this objective in its entirety; but, provided 
that we realised it in part, we should have done reasonably well in 
practical terms, having regard to the existing fishing rights of Member 
States within the existing 6 to 12-mile belt. An additional problem, 
however, was the fact that it now seemed improbable that the 
Norwegian Government would be ready to settle with the Community 
on fisheries before next spring, in which case we should have to settle 
ourselves before the final terms for Norway were known. In these 

j'circumstances we should have to exert such influence as we could 
with the Federal German Government and others to keep the 
arrangements for Norway—other than the comparative lengths of 
, 12-mile belts—as close as possible to those for the United Kingdom. 
When he had discussed the matter on the previous day with the 
Conservative Party's Fisheries Sub-Committee he had found that 
there was a widespread feeling that we were being asked to agree to 
unreasonable terms. Nevertheless, the economic impact on our 
inshore and deep-sea fishermen of the arrangements on which we 
were seeking to settle was more favourable than was generally 

, assumed; and this should be made clear in the public presentation of 
the probable outcome. 

In discussion it was pointed out that a number of the 
Governments supporters in Parliament with fisheries interests were 
complaining that it now appeared that we should not secure as 
favourable a settlement as they had been led to expect and, as a 
result, were indicating doubts about their continuing support for 
United Kingdom membership of the EEC. This disquiet, however, 
had arisen partly because the Chancellor of the Duchy had prudently 
given no undertaking that any specific areas in England would be 
assured of 12-mile rights, although we were in fact determined to 
secure such rights for Devon and Cornwall and parts of north-east 
England. The Norwegian position placed us in greater difficulty. 
Our deep-sea fishermen were in favour of Norwegian accession to the 
E E C in order that the Government of Norway might be precluded 
from extending their jurisdiction against other Member States beyond 
12 miles. On the other hand preferential treatment for Norway in 
relation to the United Kingdom on the terms of the review clause or 
the length of time for which the initial arrangements would run before 
the review would cause us very serious domestic political difficulties. 

The C a b i n e t -
Took note of the statement by the Chancellor of the Duchy 
of Lancaster. 



i-jl1" 1 I CONFIDENTIAL 
Coocorde ! 5 . : The Secretary of State for Trade and Industry said that at 
Previous a meeting pn 7 December with the French Minister of Transport, 
Reference : M.: Chamant, the Minister for Aerospace had secured the objectives 
CM (71) 61st as regards the future of the Concorde aircraft which the Cabinet had 
Conclusions, approved at their discussion on 2 December. In collaboration with 
Minute 5 his colleagues principally concerned he was now seeking suitable 

opportunities to express the Governments wholehearted support for 
the, project. 

The Cabinet— 

Took note of the statement by the Secretary of State for 
Trade and Industry. 

, CONFIDENTIAL 
Nationalised 6. The Cabinet considered a memorandum by the Chief 
Industry Secretary, Treasury (CP (71) 149), about nationalised industry policy. 
Policy 
Previous The,Chief Secretary, Treasury, said that the Cabinet had invited 
Reference : ; the Chancellor of the Exchequer earlier in the year to consider further 
CM (71) 29th ways'of securing improved financial control over the nationalised 
Conclusions, industries, including the concept of a Public Sector Finance 
Minute 7 ' Corporation (PSFC), which might control the allocation of capital 

to the industries and hope ultimately to attract private capital as well. 
, This, concept implied less intervention by the Government in manage

ment but greater strategic control based on better information; and 
it would require the establishment of improved methods of 
accountability and control within the nationalised industries. It had 
also been: envisaged that as far as possible the same criteria should 
apply in the attraction of capital, from whatever source, to the 
nationalised industries as applied to the private sector and that the 
Government should be in a position to ensure, with the minimum 

i of detailed intervention, that the nationalised industries complied with 
: the broader needs of national policy. 

Subsequently it had become necessary to apply to the 
nationalised industries a policy of stringent price restraint, in support 
of the initiative by the Confederation of British Industry (CBI). But 
this had demonstrated the conflict between those two objectives and 
had retarded progress in making the industries viable. The broader 

; objective for the next few years should therefore be to make good 
, the setback resulting from the effects of price restraint on the finances 

of the undertakings. In these circumstances it would be unrealistic 
to proceed with the concept of a PSFC at the present time. But the 
measures to improve accountability and control set out in CP (71) 62 
should be . put into effect; and the various possibilities for 

. . denationalisation contained in Annex B to that memorandum should 
. ; betfurtherconsidered by the Ministers concerned. At the same time, 

it' was necessary to equip the Government to carry out its 
"en t repreneur ia l" functions more effectively; and recent discussion 
of the concepts of a Regional Development Agency and a Ship
building; Agency had shown that there might be need for an agency 



to implement, centrally as well as regionally, the responsibilities 
accepted by the Government towards private sector concerns in which 
large sums of public money were at risk. The establishment of such 
an agency should permit greater expertise to be brought to bear on 
the;problems which confronted industry; and it was in any case likely 
to be made necessary by future policies for full employment, involving 
additions to, and changes in, the pattern of public industrial 
investment in both public and private sectors. Consideration should 
therefore be given in this context to the form of central organisation 
best suited to provide for the management of public investment in 
selected industrial enterprises, including at the outset those parts of 
the nationalised industries which were in a position to attract private 
capital or could without legislation be converted into Companies Act 
companies, together with existing subsidiaries which could be 
transferred to such an organisation without legislation. 

The Prime Minister, summing up a brief discussion, said that the 
Cabinet agreed that the Ministers responsible for the nationalised 
industries should now take steps to carry into effect the measures to 
improve the industries' accountability and control which had been 
suggested in CP (71) 62. Care should be taken to give no public 
indication of changes in the nature of Ministers' accountability to 
Parliament in advance of a considered formal announcement. The 
Ministers concerned should also, as appropriate, pursue the proposals 
in Annex B to CP (71) 62 on the future of particular nationalised 
industry activities, subject to the approval, case by case, of the 
Ministerial Committee on Economic Policy. The Cabinet endorsed 
the view that the broader objective for the next few years should be 
to make good the effects of price restraint on the finances of the 
nationalised industries. The pricing policy to be followed after the 
end of the present period of price restraint, however, would need 
to be discussed with the CBI as soon as they were ready to do so', 
bearing in mind the complications arising, for example in the case of 

' the'British Steel Corporation, from our intention to join the European 
Economic Communities. The question of a central organisation to 
provide for the management of public investment in selected 

;industrial enterprises was linked with the wider question of the 
measures which were now under consideration for reducing 
unemployment and securing the expansion of industrial capacity 
generally. Any further study of such an organisation should 
accordingly be undertaken within this wider context. 

 The C a b i n e t -
Took note, with approval, of the Prime Minister^ summing 
up of their discussion and invited the Ministers concerned 
with the nationalised industries to be guided accordingly. 

y

Cabinet Office, 
9 December, 1971. 

C O N F I D E N T I A L 
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The Right Hon., SIR ALEC DOUGLAS- The Right Hon. ANTHONY BARBER, M P , 

HOME,; M P  , Secretary of State for Chancellor of the Exchequer (Items 
Foreign and Commonwealth Affairs 1-4) 
(Items 1-4) 

The. Right, Hon.t i WILLIAM WHITELAW, The Right Hon. LORD CARRINGTON, 

M P , Lord President of the Council Secretary of State for Defence (Items 
l^f) 

The Right Hon. SIR KEITH JOSEPH, M  P , The Right Hon. GEOFFREY RIPPON, 
Secretary of State for Social Services Q c, M p, Chancellor of the Duchy of 

Lancaster 

The Right Hon. ROBERT CARR, M P  , The Right Hon. MARGARET THATCHER, 

Secretary of State for Employment M p, Secretary of State for Education 
and Science 

The Right Hon. GORDON CAMPBELL, The Right Hon. T H E EARL JELLICOE, 
M P, Secretary of State for Scotland Lord Privy Seal 

The Right Hon. PETER WALKER, M  P , The Right Hon. PETER THOMAS, Q C , 

Secretary, of .. State for the Environ- M P  , Secretary of State for Wales 
ment 

The Right Hon. JOHN DAVIES, M P  , 

Secretary of State for Trade and 
Industry and President of the Board 
of Trade 

The following were also present: 

Mr. MAURICE MACMILLAN, M P , Chief The Right Hon. FRANCIS PYM, M P , 
Secretary, Treasury (Items 4 and 5) Parliamentary Secretary, Treasury 

Secretariat : 
SIR BURKE TREND 

Mr.  N .  F . CAIRNCROSS 

SIR PHILIP ADAMS 

Mr.  P .  J. H U D S O N 

Mr. J.  F . MAYNE 

Mr.  I .  T . LAWMAN 

Mr.  T .  C . PLATT 
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Parliamentary 1. The Cabinet considered the arrangements to be made in 
Affairs connection with the Opposition^ desire to debate the agreement 
European on fisheries policy within the European Economic Communities 
Economic which1 had recently been concluded by the Chancellor of the Duchy 
Communities: of Lancaster. There was general agreement that we should not on 
Fisheries this account defer our signature of the Treaty of Accession to the Policy 

Communities, which should be practicable by mid-January, but that 
Previous it would nevertheless be desirable that the debate on the fisheries 
Reference: 

agreement should, if possible, precede signature of the Treaty. CM (71) 62nd 
Conclusions, 
Minute 4 

Parliamentary, The Cabinet considered the situation which had arisen as a result 
Questions f fa  discussion in the House of Commons on the previous day of G e

the disclosure in the Press of a memorandum which had been 
'!.' circulated within the Department of the Environment instructing the 

' staff of the Department to prepare " b a n k s " of arranged 
Parliamentary Questions in order to forestall attempts by the 

: Opposition to monopolise Question Time on days when the 
Depar tments Ministers were at the head of the Question list. It was 
understood that Mr. Speaker would be likely to rule that afternoon 
that a prima facie case had not been made out. Nevertheless, he had 
indicated that, in his opinion, the whole issue of the procedures in 
relation to Parliamentary Questions needed to be examined; and this 
was a view to which the Government should subscribe on merits, since 
the existing procedures were clearly unsatisfactory in several respects. 
The most appropriate type of inquiry for this purpose would be an 
ad hoc Select Committee, of which the Lord President should take 
the chair. 

The, role of civil servants, which had been challenged as a result 
of the Press disclosure, would be bound to be investigated by the 
Select Committee; and, although there should be n o question of the 
Cpmmittee's being permitted to range over the whole question of the 
relationship between Ministers and civil servants, they could probably 
not be precluded from considering the propriety of such practices in 
relation to Parliamentary Questions as had been the subject of the 
Departmental memorandum in question. Even so, it would be 
necessary to maintain firmly that, although the manner in which the 
Departmental instruction in this case had been conveyed had perhaps 
been unfortunate, it did not call in question the professional integrity 
of, the, public service. The traditional political neutrality of civil 

, servants connoted impartiality as between one Government and 
another Government of a different Party complexion. I t did not 
connote impartiality as between the Government of the day and the 
Opposition; and any Government was entitled to expect the public 
service to put itself at the disposal of Ministers, without political 
reservations, in order to secure the effective presentation of their 
policies. 
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4 ; : ' i SECRET 

! The C a b i n e t -

;, * v ,

Agreed that the House of Commons should be invited to 
set up a Select Committee, under the chairmanship of the 

 Lord President, to consider " Question Time and Question 
Time procedures" . 

^jjjl) I f SECRET 
Oversea ; 2. The Foreign and Commonwealth Secretary said that the 
Affairs battle for Dacca had now been joined. There was evidence of 
India/Pakistan disagreement between the local military commander in East Pakistan 
Previous and the Military Adviser to the Governor; and the outcome would 
Reference: probably determine whether the final stages of the war in the East 
CM (71) 62nd Wing would be relatively orderly or would disintegrate into a 
Conclusions,' holocaust. The Indian Government had said that they intended to set 
Minute 3 p  independent government of Bangla Desh in East Pakistan and U a n

that they had no territorial ambitions in West Pakistan. It was not 
clear, however, whether this latter assurance was intended to extend 
to. Kashmir. In any event it was to be expected that Indian troops 
would have to remain in Bangla Desh for some time to keep order; 
and this could complicate the question of our eventual recognition of 
the new State which seemed to hope for membership of the 
Commonwealth. The United Nations remained in deadlock, since 
any Resolution tabled in the Security Council calling for the 
withdrawal of the combatants was bound to attract the veto of one 
member or another. We ourselves had so far judged it prudent to 
abstain from voting in the hope of being able to make a more 
practical intervention at a later stage. Meanwhile, our objective must 

,i be to try to ensure that the remnants of the Pakistan Army were 
' evacuated from the East Wing alive and to preserve the West Wing 

of Pakistan intact. Our attitude towards the supply of arms was 
that no British interest would be served by breaking existing contracts 
but that the issue of licences to export arms and military equipment 
would be kept under close supervision. 

The Gulf The Foreign and Commonwealth Secretary said that the 
Previous commotion following the Iranian seizure of the Gulf Islands of 
Reference: Abu Musa and The Tunbs seemed to be subsiding. We had been 
CM (71) 62nd fortunate in that the Security Council debate on the situation created 
Conclusions, by the seizure had been fairly restrained and that the necessity to 
Minute 3 turn to ,matters of greater importance had resulted in the items being 

put aside, at least for the time being. 

N A T O The Foreign and Commonwealth Secretary said that the 
Previous Ministerial Meeting of the North Atlantic Council held in Brussels 
Reference: had been a success. There had been unanimous agreement on the 
CM (71) 30th attitude of the Alliance towards the Berlin problem and a possible 
Conclusions, conference on European Security. 
Minute 2 

The Cabinet— 

Took note of the statements by the Foreign and Common
wealth Secretary. 



Industrial 
Affairs 
National 
Union of 
Mineworkers 
Pay Claim 

Previous 
Reference: 
CM (71) 61st 
Conclusions, 
Minute 4 

Uprating 
of National 
Insurance 
Benefits 

. 3. T h e Secretary of State for Employment said that the 
Executive of the National Union of Mineworkers had decided to 
call a national strike of their members from 9 January, 1972, in 
furtherance of their pay claim. Moreover, little progress had been 
made in the pay negotiations in respect of the manual workers in the 
gas and electricity industries. If no settlement was reached in any 
of these negotiations before the end of the year, there was a risk of 
simultaneous industrial action in all three industries, which could 
give rise to serious disruption of services. It was important, however, 
in relation to the Governments policy of seeking to reduce the level 
of pay Settlements as a counter to inflation that a firm stand should 
be maintained by the managements of the undertakings concerned. 

$4 ̂ ^$$$8$$-tne  l e v e  l of unemployment, the rate of increase on a 
"seasonal basis seemed likely to have been rather slower than hitherto; 
and the December return, including Northern Ireland, might therefore 
still be a little; below 1 million. But this level was likely to be reached 
in January. -.1 I 

The Prime Minister, summing up a brief discussion, said that the 
Ministerial Committee on Emergencies should satisfy themselves that 
the contingency plans for the coal, gas and electricity industries were 
up-to-date and took account, as far as practicable, of the possibility of 
simultaneous industrial action in more than one of these industries. 
The Secretary of State for Trade and Industry should consider 
whether any action could be taken, perhaps in consultation with the 
Confederation of British Industry to ensure that employers gave 
Ministers as much advance warning as possible of large-scale 
redundancies in different parts of the country. 

: The C a b i n e t -

I ' ! Took note, with approval, of the Prime Minister^ summing 
; \. up of their discussion, and invited the Home Secretary and 

the Secretary of State for Trade and Industry to be guided 
,,. accordingly. 

! ! CONFIDENTIAL 
4. The' Cabinet considered memoranda by the Secretary of 

State i for ^Social Services (CP (71 153) and the Chancellor of the 
Exch^qtie^^tCP (71) 154) on the uprating of National Insurance 
benefits: ^ '!-!'£ 

; , The Secretary of State for Social Services said that pressure was 
already mounting for the next uprating of National Insurance benefits 
to take place well before its expected date of October 1973; and the 
Opposition were likely to commit themselves to the principle of 
annual uprating, for which there were demands from both sides of 
the Housei It was desirable to take and announce early decisions on 
the principle of annual upratings and on the date from which the 
next uprating should take effect, since the increasing political pressure 



-would soon reduce the Governmenfs room for manoeuvre. In his 
vibw, it would not be possible to postpone a further increase in 
benefits beyond the autumn of 1972; and it would be right to prepare 
the way for an increase at that time by announcing now that annual 
reviews had been adopted as a general policy. Biennial reviews 
no longer carried conviction as honouring the Governmenfs 
commitment to protect the purchasing power of benefits. By 
February or March 1972 the purchasing power of the National 
Insurance pension would probably have fallen below its value at the 
time of the 1967 and 1969 increases; and there was general anxiety 
about the effect on the level of prices over the next two years of our 
entry into the European Communities and the introduction of value
added tax (VAT). It was already the practice to increase 
supplementary benefit rates annually; and an annual uprating of 
National Insurance benefits would obviate the difference in treatment 
between pensioners and those receiving supplementary benefit which 
inevitably followed from differing timescales for their respective 
reviews. He therefore proposed that the next uprating of National 
Insurance benefits should take place in the autumn of 1972 and that 
lupratings should thereafter be made annually in the autumn. Annual 
liipratings would admittedly represent a continuing additional cost, 
even though most of it would fall on contributions; but it was not 
rlecbssary to take a decision at this stage on the amount of the 
Uprating. Annual reviews of National Insurance benefits would also 
be liable to entail similar treatment for public service and Armed 
Forces pensioners. 

; v \ the Chancellor of the Exchequer said that he was not seeking 
at this stage to argue against the principle of annual upratings; but 
an uprating in the autumn of 1972 created special difficulties. First, 
when pensions were increased the Pay As You Earn code numbers 
of pensioners had to be altered. The Inland Revenue were currently 
recoding in preparation for tax unification and could not 
simultaneously undertake the recoding made necessary by a pensions 
increase during 1972-73. It followed that, if there were an uprating 
in 1972, pensioners would have to be relieved of liability for tax on 
the additional amount of their pensions in 1972-73, regardless of their 
total income. There was continual pressure for special tax treatment 
for pensioners; and to waive the tax for that year would create an 
undesirable precedent. Second, Parliament had debated as recently 
as the previous week the Governmenfs plans for public expenditure, 
as disclosed in Cmnd. 4829, which explicitly referred to biennial 
uptatirigs. The announcement of a decision now to adopt annual 
upratings would therefore appear as a hasty measure, demonstrating 
Ithe Governmenfs lack of confidence in their policies. Nevertheless 
he recognised the difficulties of making no increase in National 
Insurance benefits until the autumn of 1973; and he therefore 
proposed that the next uprating should take place in April -1973. It 
would : then take effect shortly before our entry into the European 
Communities and at much the same time as the introduction of VAT. 
If upratings were thereafter to take place annually, they should be 
m a d e in April. 



Iri discussion, the following main points were made— 

(a) I t was argued that the next uprating would have to take place 
before the end of 1972. If it was not made until the spring of 1973, 
the value of the pension would be liable to be seriously eroded; and 
the Governments action would be strongly criticised as showing a 
callous indifference to those in need. If it were not possible for the 
Inland Revenue to carry out the recoding made necessary by a pension 
increase in 1972, the additional income tax due from pensioners would 
have to be sacrificed. The waiver of tax in circumstances such as this 
was not without precedent. An uprating in the spring in any case 
presented special difficulties. It had to be announced before the 
preceding winter; and such an announcement invariably gave rise to 
pressure for the increases to be made immediately. Instead of 
gaining credit for the improvement, the Government would then be 
put in the position of appearing deliberately to defer it. 

(b) It was generally agreed that National Insurance benefits 
should in future be uprated annually rather than biennially. Having 

;

\
 / taken, this/decision, the Government should announce it as soon as 

1 possible and before their action appeared to be in response to public 
"i pressure. In particular, it was believed that the Opposition were 

; planning a campaign for annual upratings, beginning in the following 
I week- a n d it was therefore desirable that any announcement of the 

Governments intentions should be made during the current week. 
, If National Insurance benefits were uprated annually, public service 

and Armed Forces pensioners should receive similar treatment; and 
an opportunity for this purpose existed in the Superannuation Bill 
now before Parliament. An undertaking had been given that the 
qualifying age at which increases to such pensioners were payable 
would be reduced from 60 to 55 on the occasion of the next increases 
in these pensions. 

(c) I t Was suggested that the next uprating could take place in 
the spring of 1972 or that at least some addition could be made to 
the National Insurance benefits at that date with a view to future 
upfatings taking place annually in the spring. But the processes 
involved in so early an uprating might not be able to be completed 
in, the time now available, quite apart from the general disadvantages 
which attended a spring uprating. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the uprating of National Insurance benefits 
should in future take place annually and that the next uprating could 
not be deferred beyond the autumn of 1972. It was desirable that an 
immediate announcement should be made of the Governments 
intentions; but before a final decision was reached it was necessary 

! ; tp ' - consider - whether the next uprating should take place in the 
autumn of 1972 or in the spring of that year. In the latter event 
the possibility of increasing supplementary benefit rates at the same 
time should also be considered. It did not necessarily follow that the 
date chpsen j for the 1972 uprating should be the date at which 
upratirig should take place in subsequent years; but it was desirable 
to consider that question now, since it might affect the terms in which 
the Government announced their decision. The annual uprating of 

, - I , . ; CONFIDENTIAL 
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National Insurance benefits would entail similar treatment for public 

i service and Armed Forces pensioners; and the timing of an increase 


in those pensions should also be considered. The Lord President, the 

i Secretary of State for Social Services, the Lord Privy Seal and the 
Chief Secretary, Treasury, should urgently consider these matters in 
order that a final decision might be reached on Thursday, 16 
December. 

The Cabinet— - -

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

CONFIDENTIAL 
Payment of, -:; - 5  . The Cabinet considered a memorandum by the Secretary of 
Unemployment State for Social Services (CP (71) 155) on the payment of 
Benefit unemployment benefit during periods of temporary suspension from 
During work. 
Periods of , 
Teriiporaryi - ,y ; .:;JUJ: TVze Secretary of State for Social Services said that, after Suspension 

-consultation with the Secretaries of State for Employment and for from Work 
Trade and Industry, he had made a commencement Order in the 
previous May, bringing into operation from 1 January, 1972, a rule 
which would stop payment of flat-rate unemployment benefit for the 
first six days of any period of temporary suspension from work. Since 
then he had received representations from many quarters, including 
the. Trades Union Congress, against the rule. In particular, both sides 
of the textile industry had urged him to exempt textile workers 
on the grounds that short-time working was a more or less permanent 
feature of the industry and that the employers could not afford in 
present conditions of trade to agree to the guaranteed week payments 
which he had suggested as the remedy when unemployment benefit 
was withdrawn. The employers and the unions were now in dispute 
over the question; and this was their first dispute for a very long time. 
It had been argued that the payment of guaranteed week payments 
would cause a number of textile and machine-tool firms to become 
bankrupt and would therefore create further unemployment. But 
this argument was doubtfully valid, since it seemed unlikely that the 
workers would press their demands for guaranteed week payments 
to this extent. In dealing with representations of this kind he had 
hitherto held firmly to the line that the rule must come into operation 
in order to bring to an end an unjustifiable subsidy to ailing industries 

j from the National Insurance Fund, which was not created for that 
purpose; and there was little doubt that, on merits, this was still the 

; right course. Moreover, at present levels of short-time working the 
net saving on benefit expenditure resulting from the implementation 

r ofi the rule would be at a rate of £6 million a year; and there would 
also i be an economy of about 300 staff in the Department of 
Employment. Nevertheless, he had thought it right in the light of the 

! current level of unemployment, particularly in the textile industry, to 
bring the issue before his colleagues. If there were to be a concession, 
difficulties of definition would make it impracticable to confine it to 



particular industries; and it would be necessary to make an Order, 
which would not be subject to either an Affirmative or a Negative 
resolution, revoking the commencement Order entirely. Thereafter, 
however, it would be possible to make a new commencement Order 
operating from a later date whenever it was considered appropriate 
to do so. 

The Home and Social Affairs Committee had considered the 
issue at their meeting on 8 December and had concluded that, without 
prejudice to the merits of imposing the six-day suspension rule at 
some future date, it should not be introduced on 1 January, 1972. 
The Committee had asked him to bring the issue before them again 
in a year's time, unless it seemed to him right to do so sooner. At 
the Prime Minister^ request, he now sought the Cabinefs approval 
of the Committee's recommendation. 

In disciissiori it was suggested that it was undesirable that the 
Government should abandon the date of commencement at such short 
notice. If the rule were not now imposed, it would be difficult to 
introduce it at a later stage, particularly if the level of unemployment 
had not been significantly reduced in the meantime. On the other 
hand; th^rj werdioverriding political objections to bringing the rule 
into,;operation:on 1 January. In particular it would be liable to 
expose the Government to bitter criticism on the grounds that they 
were deliberately denying relief and assistance to those who were 
already suffering serious hardship. 

In further idiscussion it was argued that, if it were decided that 
the rule should riot be imposed on 1 January, 1972, an alternative 
date: of introduction should be decided and announced now. This 
would also discourage employers from supposing that the introduction 
of; guaranteed week payments could be postponed indefinitely. On 
the other hand; when the appointed day arrived the Government 
might, again'find that circumstances made it desirable to postpone 
the imposition of the rule. It would therefore be preferable to 
maintain room for manoeuvre in this respect. 

The Prime Minister, summing up the discussion, said that the 
Cabinet agreed that the six-day suspension rule should not be 
introduced on 1 January, 1972, and considered that, on balance, it 
was preferable not to try to fix a date a t this stage for its eventual 
imposition. The Secretary of State for Social Services, in consultation 
with the Lord President and the Chief Whip, should therefore arrange 
to introduce an Order revoking the commencement Order entirely. 
As agreed by the Home and Social Affairs Committee he should bring 
the issue before the Committee again in a year's time, unless it 
seemed to him right to do so sooner. 

The C a b i n e t -

Y - ;;;Took;;4btp, with approval, of the Prime Ministers summing 
. ; ] ,; up pf their discussion and invited the Secretary of State for 

. *, Social Services to proceed accordingly. 

: Cabinet Office, 

14 December, 1971. 
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