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PARLIAMENTARY
AFFAIRS

The Cabinet w e r e informed of the business to be taken in
1
the House of Commons during the following week.

Capital
Punishment:
Northern Ireland
(Emergency
Provisions) Bill

THE S E C R E T A R Y OF S T A T E FOR NORTHERN IRELAND said that
the Northern Ireland (Emergency Provisions) Bill was due to receive
its Second Reading on 17 A p r i l ,
It would have the effect of
abolishing capital punishment in Northern Ireland in so far as the
provisions of the Special Powers Acts were concerned.. By virtue
of the Northern Ireland Criminal Justice A c t 1966 however,, the
death penalty would still remain for certain other offences$ including
the murder of a police officer or a servant of the Crown
The
Ministers concerned had formed the view that the Bill should now be
so amended as to abolish the death penalty entirely in Northern
Ireland,, He therefore proposed that on Second Reading, he
should announce the Governments intention to table a new Clause
to that effect which would be debated in Committee of the ^hote
House, and would be the subject of a free vote. During the debate
on the Clause he proposed to argue that, when the Parliament at
Westminster had abolished capital punishment and had reaffirmed
its opposition to its reintroduction in the previous day s debate on
a P r i v a t e Member's Bill, it would be wrong that it should be
retained in any part of the United Kingdom. He would also maintain
that the Bill provided for t r i a l by judges alone in the case of certain
t e r r o r i s t offences; that the imposition of a capital sentence in a
trial conducted without a jury was manifestly unacceptable; that it
was inequitable that persons tried by jury should be liable to the
death penalty, while those who w e r e tried by judges alone were not;
and that this constituted a further strong reason for abolishing
capital punishment in Northern Ireland.
He might also wish to
indicate that in his personal judgment capital punishment was not
an effective deterrent in a t e r r o r i s t situation.
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THE P R I M E MINISTER, summing up a short discussion, said that
the Cabinet agreed that in this matter it was objectionable ttot only
that the law should differ as between one part of the United Kingdom
and another but also that within Northern Ireland itself capital
charges should attract different sentences according to whether
they w e r e tried by jury or not. It was also right that the Secretary
of State for Northern Ireland should indicate his personal conviction
on the issue.
But it was for consideration how much he should say
in announcing, on Second Reading, that a new Clause would be
introduced; it might be desirable that he should confine himself
to giving a fairly clear indication, at that early stage, of the reasons
for introducing the Clause. A Motion to commit the Clause to a
Committee of the whole House should be tabled before the R e c e s s
and should be debated as soon as possible after Parliament
reconvened.

The Cabinet Took note with approval^ the P r i m e Minister's
summing up of their discussion.
s
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2.
THE PRIME MINISTER said that the President of the
Republic of Vietnam,, Mr Nguyen, van Thieu had called on him on
10 A p r i l ,
A s regards the situation in South Vietnam the President
had said that the Communist forces in the South had been receiving
considerable reinforcements of tanks and heavy artillery; and,
although he did not think that they represented an acute danger at
present, he feared that they might do so in 6 months' t i m e unless
the United States were able to bring pressure to bear on their
suppliers.
The President had also been seriously concerned about
the position in the Khmer Republic.
He had evinced a low opinion
of the Khmer army and had judged that much would depend on the
success of the United States in bringing a restraining influence to
bear on the Governments of the Soviet Union, the P e o p l e s Republic
of China and North Vietnam.
s
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THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that,
together with a number of other countries, we had evacuated women
and children from our Embassies in Phnom Penh in view of the
deterioration in the situation in the Khmer Republic, particularly
in the neighbourhood of the capital.
The position in Laos was
similarly unsatisfactory.
The proposed provisional Government
of National Union had not yet been forced and the outlook was uncertain

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that there
were signs of renewed instability in Cyprus.
But, although there
had been a number of acts of violence, the situation was not yet
critically dangerous.

THE P R I M E MINISTER said that the P r i m e Minister of Iran,
Mr Hoveyda, had just concluded a successful visit to this country,
during which he had expressed interest in the development of joint
industrial ventures with the United Kingdom, with a view,, particularly.
to exploiting third markets. In reply he had impressed on
Mr Hoveyda our concern about the slow progress which was being
made in implementing the understanding reached at St Moritz between
the Shah of Iran and the oil companies.
The Cabinet Took note of the statements by the P r i m e
Minister and the Foreign and Commonwealth
Secretary.

3

-EUROPEAN
COMMUNITY
AFFAIRS

3,
THE C H A N C E L L O R OF THE DUCHY OF LANCASTER
said that the meeting of the Council of Ministers (Agriculture)
on 9 and 10 A p r i l had reached no decisions on levels of prices
under the Common Agricultural Policy ( C A P ) for 1973-74 and
would be returning to the subject at a further meeting on
16-17 A p r i l .
The Chancellor of the Duchy of Lancaster said Ms visit to Rome
on 9 and 10 A p r i l had been useful in clarifying the attitude of the
Italian Government towards the Community
There were
several matters on which the United Kingdom and Italy had
common interests; and since the Italian Government were
clearly anxious to treat us as sillies in Community affairs, it
would be to our advantage to follow up this possibility by
further Ministerial contacts,,
0
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The Cabinet Took note of the statements by the Chancellor
of the Duchy of Lancaster.

INDUSTRIAL
AFFAIRS
******

National Health
Service
Ancillary
Workers
Previous
Reference:
CM(73) 22nd
Conclusion Sj
Minute 6

4
THE SECRETARY OF S T A T E FOR SOCIAL SERVICES said
that on the previous evening he had met the leaders of the four
unions representing the National Health Service ancillary workers;
and he now hoped that it would be possible to reach agreement with
them on a pay settlement which would bring the current industrial
action to an end after the meeting of the Ancillary Staffs Council on
the following day.
This could well involve agreement to set time
limits on the introduction of incentive bonus schemes under an
existing agreement, together with the advancement of the
introduction of the 1973 instalment of progress towards equal pay
The settlement
for women, which was now due on 1 October
would, however, be in accordance with the Pay C o d e
0

0

In discussion it was pointed out that P r e s s reports were tending
to make it appear that the Government were now ready to make
payments in excess of the limits permitted by the Stage 2 pay policy
in order to secure a settlement of the ancillary w o r k e r s dispute.
Now that so little support for industrial action seemed to persist
it was essential to make it clear that this was not so and that there
could be no question of approving a new productivity agreement.
It was also desirable in the present circumstances to avoid making
any larger concession than was necessary as regards the
advancement of the equal pay instalment, even though this might
be permissible under the Pay Code, in order to avoid
repercussions elsewhere; in particular, there appeared to be no
grounds for making this concession retrospective.
1

THE PRIME MINISTER, summing up the discussion, said that he
would seek an opportunity, during Question Time in the House of
Commons that afternoon, to make it clear that the intention as
regards productivity would be only to implement an existing
agreement? which was permissible under the terms of the Pay Code,
While i t might prove desirable to make some concession as regards
the advancement of the implementation of the current year*s
instalment of the move towards equal pay for women, this should
be the minimum necessary in order to secure a settlement.
The Cabinet 
1
Took note, with approval? of the
summing up of their discussion by the
P r i m e Minister and invited the Secretary
of State for Social Services to be guided
accordingly,,
0

British
Railways Board
Previous
Reference:
CM(73) 18th
Conclusions
Minute 5

THE SECRETARY OF S T A T E FOR THE ENVIRONMENT said that
the British Railways Board saw some prospect that a meeting to be
held that afternoon with the three rail unions on the annual pay
claim might lead to a settlement within the terms of the Stage 2
pay policy.
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The Water
Industry
Previous
Reference:
CM(73) 22nd
Conclusion s,
Minute 6

The Civil
Service
Previous
Reference:
pM(73) 18th
on elusions,
Minute 5

THE SECRETARY OF S T A T E FOR THE ENVIRONMENT said that
the employers in the water industry were now hopeful that the
result of the ballot of manual workers in the industry would lead
to a settlement within the terms of the Stage 2 pay policy.

THE LORD P R I V Y S E A L said that the National Staff Side seemed
likely to agree to pay proposals now under consideration for the
non-industrial Civil Service which, while complying with the
Stage 2 limit, would give some preference to die lower paid staffo

Fords
Previous
Reference:
CM(73) 22nd
Conclusions,
Minute 6

Harland and
"Wolff

THE SECRETARY OF S T A T E FOR E M P L O Y M E N T said that the
shop stewards at Fords appeared to be having difficulty in maintaining
the confrontation with the employers in the face of decreasing support
from the w o r k e r s .
Their consequent reluctance to convene a mas3
meeting or to hold a ballot was preventing the dispute from being
resolved,. Fords, who claimed that there had now been a
significant loss of production,, were nevertheless adopting a f i r m
attitude; and the loss of earnings by those who were engaged in
non-co-operation might soon lead to increasing pressure on the
leadership to end the dispute.

THE SECRETARY OF S T A T E FOR NORTHERN I R E L A N D said that
there was a dispute about pay and conditions of service at Harland
and Wolff, Belfast, which could lead to industrial action by 9, 000
workers.
This would have obvious implications for security in the
city and must therefore be a matter for concern. On the other
hand there was also a risk that a settlement of the dispute on the
only terms which at present seemed likely to achieve this would
constitute a breach in the Stage 2 pay policy, which could have
repercussions elsewhere,, He therefore intended, despite the
possible risk to security, to ensure, in consultation with the
Secretary of State for Employment as appropriate, that the Stage 2
policy was upheld in this case.
The Cabinet 
2.
Took note of the statements by the
Secretary of State for the Environment, the
L o r d P r i v y Seal, the Secretary of State for
Employment and the Secretary of State for
Northern Ireland.
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THE HS 146
AIRCRAFT

5.
The Cabinet considered a memorandum by the Secretary
of State for Trade and Industry (CP(73) 53) proposing that the
Government shoTold provide launching aid for the Hawker
Siddeley HS 146 aircraft.
THE S E C R E T A R Y OF S T A T E FOR TRADE AND INDUSTRY said
that the Ministerial Committee on Economic Policy had invited
him to bring before the Cabinet the request made in May, 1972,
by Hawker Siddeley for launching aid for the HS 146 aircraft.
This HS 146 was a feeder airliner accommodating up to
100 passengers, with a range of about 1000 m i l e s .
It would be
powered by four American Lycoming engines; and negotiations
w e r e in hand to arrange for parts of the engines to be manufactured
under licence by Rolls Royce (1971) Ltd.
The aircraft would be
developed for service in 1976-77 at an estimated cost of
£8C million (at January, 1972, p r i c e s ) , of which it was proposed
that the Government should contribute £40 million.
Hawker
Siddeley had agreed to finance the rest of the development, all
the production and any cost overruns; and the Government would
recover their contribution, by a levy on sales, at about the point
when the project as a whole broke even.
These were terms more
favourable than the Government had obtained in any previous
agreement on launching aid; and, although the market was
uncertain - the aircraft would be sold in small numbers to small
airlines over many years - the Committee had been impreesed both
by the a i r c r a f f s commercial prospects and by the extent to which
the firm were prepared to back their own judgment of its future.
They had also accepted that support for the project was compatible
with the Governments strategy towards the aircraft industry as a
whole and that it would not conflict with other projects which might
come forward.
Work on the HS 146 would provide Hawker
Siddeley with about 5000 jobs over 8 years, most of which would
probably be at Hat field; in addition, about 300 jobs would be likely
to be created at Shorts in Belfast.
-

As with other new aircraft projects there was no provision for
the HS 146 in the present forecasts of public expenditure; and the
proposed support would therefore constitute a claim on the
contingency r e s e r v e .
This did not imply that support for the civil
aircraft industry should necessarily continue at its present level
of £150 million. , . But in the absence of some new projects it
would decline to a total of £27 million in 1976-77; the number of
design staff would be reduced from 4500 to about 2500; and we
should rapidly cease to have a significant capability in the design
and construction of civil aircraft.
Moreover, Hawker Siddeley
w e r e the most capable British f i r m in this field; they had a strong
management and enjoyed a consistent record of fulfilling their
contracts and observing their p r i c e s .
If support for this project
was refused, however, there was a real risk that they would
largely withdraw from the aircraft industry.
-
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THE MINISTER F O R AEROSPACE AND SHIPPING said that the
Dutch Government, who w e r e supported, although with less
conviction, by the F e d e r a l German Government, had represented
that the project would compete with the VFW/Fokker F 2£.
The
two companies had been asked to study the scope for co-operation
on one aircraft or the other.
But they had failed to reach
agreement; and the Dutch Government were now concerned mainly
to secure a f i r m decision without further delay.
They would
probably acquiesce reluctantly if we proceeded with the project;
but Fokker's reaction would be liable to be sharp.
The
provision of launching aid might also be challenged by the
Commission of the European Communities (EEC) under the
provisions of the Treaty of Rome limiting State aids to industry.
In order to reduce this risk Hawker Siddeley should be invited to
place an appropriate proportion of the work with another
manufacturer within the E E C ; and the Commission should be given
notice of our intentions before any public announcement was made.
In discussion there was a wide measure of agreement on the need
to support a firm whose past record of performance in this field
commanded confidence and whose managerial abilities would be of
the first importance for the successful reorganisation of the
British aircraft industry.
Even if a competitor to the HS 146
w e r e to appear, the estimate of sales suggested a return of some
£300 million by 1985; and for these reasons the launching aid
provided by the Government would contribute both to the viability
of the aircraft industry and to the growth of the economy as a
whole.
The firm had indicated that they could not afford to wait
any longer for a decision; and the Government were now paying
half the cost of keeping the project in being.
There were therefore
compelling arguments against further delay.
Nonetheless it was a matter for concern that a decision must be
taken on this project in isolation.
The Cabinet were seeking
savings in public expenditure of the order of £300 million to
£350 million in order to re-establish the contingency r e s e r v e ; and
a commitment now to support the HS 146 must entail corresponding
economies elsewhere.
M o r e o v e r , although the estimates of
expenditure on support for the c i v i l aircraft industry set out at
Annex B to CP(73) 53 might fall within the range recommended by
the interdepartmental group of officials which had reported in 1972
on the future of the industry, they did not include pi*ovision for
additional expenditure which might arise from the current review
of the programmes for Concorde and the RB 211 aeroengine.
It
might well prove impracticable to support both the HS 146 and the
medium-range airliner, even though the latter was identified in
the Annex as the most important opportunity for c i v i l aviation in
the next few years.
8

As regards the international implications of the proposal, the
Cabinet were advised that the provision of launching aid for any
solely national aircraft project within the EEC would be strictly
incompatible with the provisions of the Treaty of Rome; and the
KS 146 should therefore present no greater problem in this context
than any other wholly British aircraft.
But, although Hawker
Siddeley and Fokker had found no basis for collaboration, it was
regrettable that it had once again proved necessary to offend the
Dutch Government in relation to a civil aircraft project.
Jt was
desirable that, before the Governments decision was announced,
a full exposition of their views should be given to the European
Commission, even though it should be made clear at the same
time that the Government were not seeking the C o m m i s s i o n s
approval.
THE PRIME MINISTER, summing up the discussion, said that the
Cabinet, while reluctant in present circumstances to add to the
demands on public expenditure, considered on balance that the
HS 146 should be supported both in the long term interests of the
aircraft industry and as a contribution to the growth of the economy.
They therefore approved the Secretary of State's proposal to
provide launching aid to Hawker Siddeley, subject to appropriate
confirmation of the company s financial strength.
They were
conscious of the difficulty which this decision might cause in
relation to our EEC obligations; and arrangements should be made
to explain the reasons for our decision to the other governments
concerned and to the European Commission, on the lines indicated
in discussion.
It would also be desirable for Hawker Siddelfsy
to provide opportunity for European firms to sub-contract for the
work, provided that there was no dilution of their sole management
of the project.
5

The Cabinet 
1.
Authorised the Secretary of State for Trade and
Industry to offer Hawker Siddeley a Government
contribution to the cost of launching the HS 146 aircraft
on the basis set out in CP(73) 53, subject to the
satisfactory outcome of a review of the financial
strength of the Hawker Siddeley Group.
2.

Invited 
i.
the Chancellor of the Duchy of Lancaster, in
consultation with the Foreign and Commonwealth
Secretary and the Secretary of State for Trade and
Industry, to arrange for the Governments decision
to be communicated to the Dutch and Federal German
Governments and to the Commission of the European
Communities, as indicated in their discussionj.

ii.
the Secretary of State for Trade and Industry
to invite Hawker Siddeley to arrange for an
appropriate proportion of work on the HS 146
aircraft to be sub-contracted to other manufacturers
within the European Economic Community.
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NATIONAL
HEALTH
SERVICE
REORGANISATION
Top Salaries

6.
The Cabinet considered a memorandum by the Secretary of
State for Social Services (CP(73) 55) about the top salaries in the
reorganised National Health Service (NHS),
THE SECRETARY OF S T A T E FOR SOCIAL SERVICES said that
tho timetable for NHS reorganisation, which was planned to take
place at the same time as the local government reorganisation on
1 A p r i l , 1974, required that the most senior posts, for doctors and
for the chief officers in the non-medical posts, should be
advertised early in May,
These were new posts serving authorities
which were to be responsible for administering integrated
hospital, local authority and family practitioner s e r v i c e s ; and,
as such, they were not specifically provided for in the Pay Code,
although it was necessary to have regard to the comparable salaries
in the present separate services,
It had not been possible in
confidential negotiations on the chief officers salaries to reach
agreement on the levels which Ministers had authorised in
February, ie £8, 745 for the most senior administrators and
£6,105 for the chief nursing officers.
He had therefore sought
authority from the Ministerial Sub-Committee on Pay Negotiations
to offer increased maximum salaries of £9,350 for administrators
and £6, 935 for nurses. He had also proposed that he should
separately recommend to the Doctors' and Dentists Review Body
(DDRB) that the salary of Regional Medical Officers of the largest
Regions should be £10, 000 and that the doctors should be eligible,
like hospital consultants, for distinction awards, the amount of
which would be abated by the amount of any responsibility allowance
which they received in excess of the basic salary of £7, 350.
There
would be only 14 Regional Medical Officer posts; and these would
carry much greater responsibility than the present equivalent posts?
either in the Regional Hospital Boards, where the salary was at
present £9, 500, or at Medical Officer of Health level, where some
salaries were at present over £12, 000. An award by the DDRB of
£10, 000 for community physicians was unlikely to cause
embarrassment in reaching agreement on the salaries of the chief
officers.
But, if he was not able to put forward the system of
merit awards, it was likely that, taking account of the present
salaries of the doctors concerned, the DDRB would make a much
higher award, which he would then have to reject.
This would lead
to a dispute with the profession.
The Sub-Committee, however,
had felt unable to agree to his proposals because of the constraints
of the counter-inflation policy and the possible repercussions of the
proposed salaries elsewhere.
They had proposed, instead, that he
should arrange for the non-rnedical posts to be advertised at the
figures so far offered.
But these took inadequate account of the
increased responsibilities and would almost certainly lead the
National Association of Local Government Officers and the Royal
College of Nursing to advise their members not to co-operate in
the reorganisation.
This could lead to a postponement of its
1
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implementation and, possibly, to delay in the local government
reorganisation.
He was willing, however, to advise the NHS
Staff Commission to advertise the top posts for the chief
administrative officers at "not l e s s than" £9,000 ( £ 6 , 300 for
nurses) and to inform the Staff Sides that negotiations would
continue with a view to settling the final salaries in the light of the
DDRB*s recommendations for doctors.
He would still propose to
put the case to the DDRB that the top medical salary should be
£lQ 000j on the basis that a system of distinction awards would
also be introduced. While the Staff Sides would be unlikely to
agree to the proposed non-medical salaries, the prospect that
there would be further negotiations should avert the possibility that
they would refuse to co-operate in the reorganisation.
a

In discussion there was general recognition in principle of the
importance of ensuring that the reorganisation of the NHS proceeded
smoothly and in parallel with the local authority reorganisation, in
order that both might take effect on the due date.
The fact that
the chief officers concerned would be paid marginally l e s s than,
officers in local government occupying comparable posts were at
present receiving demonstrated that there was little risk of
repercussions in the local authority field.
On the other hand many
of the staff filling the new posts would have held the corresponding
posts in the existing NHS; and it was necessary to consider the
implications for pay policy of granting substantial increases in pay
to staff at these l e v e l s .
M o r e o v e r , whereas under the local
government reorganisation the number of top posts had been
substantially reduced, there had been no reduction in the number
of top NHS posts and it could not therefore be claimed that the total
cost to the Service ":as being reduced. In addition, the salary
levels proposed in CP(73) 55 involved an increase over those
agreed by Ministers in February, which were themselves higher
than the equivalent existing salaries; and the proposed concession
of an undertaking to resume negotiations after the DDRB had
recommended the salaries for community physicians would to all
intents and purposes amount to an undertaking to increase the chief
officers' salaries still further.
It would be preferable to give an
undertaking that there should be an independent review of salaries
not later than one year after the reorganisation came into effect.
N o r did there appear to be any valid case for linking the salaries
of administrators to those of doctors in the new Service,
particularly when it was proposed that the latter should also be
eligible for distinction awards.
The justification for distinction
awards, which would be open to all community physicians and could
in some cases lead to total remuneration of £14, 700, was in any
event less obvious than in the case of the clinical consultants who
did not spend a substantial part of their time engaged in
administrative duties and were m o r e likely to resign from the NHS
in order to devote themselves to private practice. It was difficult
8
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to believe that those who constituted the senior management of the
NHS would be prepared to take action to disrupt the reorganisation
in an attempt to secure additional remuneration which, while
constituting an insignificant addition to their total salaries, was
substantial in terms of the pay policy. Such action would
undoubtedly alienate public sympathy.
THE P R I M E MINISTER said that the Cabinet s discussion of this
complex matter had revealed the need for further information in
order to enable a decision to be reached.
The Chancellor of the
Exchequer should therefore arrange for further consideration to be
given by the Ministerial Committee on Counter-Inflationary
Measures to the appropriate levels of salary for the most senior
posts in the National Health S e r v i c e .
1

The Cabinet Invited the Chancellor of the Exchequer to
arrange for the Ministerial Committee on
Counter-Inflationary Measures to consider
further the salaries for the most senior
posts in the reorganised National Health
Service.
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7.
The Cabinet had before them a memorandum by the Secretary
of State for the Home Department (CP(73) 54), to which was annexed
a draft White Paper indicating the Governments comments on the
Reports of the Royal Commission on Tribunals of Inquiry (1966
Cmnd 3121) and the Committee on the Law of Contempt as ic affects
Tribunals of Inquiry (1966 Cmnd 4078),
THE HOME SECRETARY said that the draft White Paper took
account of comments by the Home and Social Affairs Committee.
The Royal Commission had recommended the retention of the
Tribunals of Inquiry (Evidence) Act, 1921, but had made a number
of detailed suggestions aboui the practice and procedure of such
Tribunals.
The majority of these proposals were acceptable,
including the recommendation that there should be no appeal from
the findings of a Tribunal.
Certain other recommendations,
however, would have to be accepted in the spirit rather than in the
letter, for reasons which were indicated in the draft White Paper;
and the C o m m i s s i o n ^ recommendation that Tribunals should
nominate counsel other than a Law Officer to act on their behalf
should be rejected.
Seven of the recommendations would entail
amendment of the law.
But they amounted to little m o r e than
glosses on the 1921 A c t ; and the Government need not accept any
commitment at present about the timing of the consequential
legislation.
The Departmental Committee on the Law of Contempt
had been established in reply to criticism of a suggestion made by
the then Attorney General that public comment on matters which it
was the function of the Aberfan Tribunal to investigate might be
subject to the law of contempt even in advance of the constitution
of the Tribunal.
The Committee had concluded that the law of
contempt applied only to Tribunals once they had been set up; but
they had also made certain suggestions for clarification and
modification, which seemed likely to be favourably received by the
Press.
It was not proposed that any reference should be made in
the White Paper to Northern Ireland, even though Tribunals had
been set up under the 1921 A c t by the Northern Ireland Government,
The Home and Social Aff ai r s^Cjmimi ttee had suggested that, in view
of the interest which the^First DivisionAis^^^ation^of)Civil Servants
had shown in Tribunal procedures after the Vehicle and General
Tribunal, there might be advantage in giving the C i v i l Service Staff
Side an opportunity to comment in confidence on the Governments
proposals before the White Paper was published.
But there were
weighty arguments against this course.
In discussion there was general agreement with the t e r m s of the
White Paper, although it was noted that, since the circumstances
of each Tribunal were different, it was difficult to formulate
conclusions which could be of general application. Some doubt
was expressed, however, about the validity of the statement in
14

paragraph 20 of the draft White Paper that witnesses could not be
given advance notice of what another witness might intend to say,
or be supplied with copies of another witness s statement, without
the latter's consent, It might be preferable for the relevant
sentence to be omitted. A s regards consultations with the Civil
Service Staff Side, it was suggested that, despite the concern which
many civil servants felt about the issues involved, it would be
invidious to single out the Civil Service for specially favourable
treatment when several other interests might feel that they had an
equal right to be consulted.
Moreover, it would be undesirable to
set a precedent of this nature in a field where consultation was not
the normal practice. A preferable course might be to adopt a
procedure which was w e l l established in other connections by giving
the Staff Side confidential access to an advance copy of the White
Paper at the time when similar copies were made available to the
Press,
!

THE PRIME MINISTER, summing up the discussion, said that,
subject to the point which had been raised in discussion, the Cabinet
agreed that the draft White Paper should be published and that, when
opportunity offered, legislation should be introduced to give effect
to those recommendations of the Royal Commission which required
it.
In principle there should be no advance consultation with the
C i v i l Service Staff Side; but a copy of the White Paper should be
shown to them in confidence at the same time as similar copies
were supplied to the P r e s s .
The Cabinet 
1.
Took note, with approval, of the P r i m e
M i n i s t e r ^ summing up of their discussion.
2.
Invited the Home Secretary to arrange
for the publication of the White Paper.
3.
Invited the Home Secretary, in consultation
with the Lord P r i v y Seal, to arrange for an advance
copy of the White Paper to be shown in confidence
to the C i v i l Service Staff Side on the basis indicated
by the P r i m e Minister.

(Jabinet Office
12 A p r i l 1973
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PARLIAMENTARY
AFFAIRS

1.
The Cabinet were informed of the business to be taken in the
House of Commons in the week following the Easter R e c e s s ,
The Cabinet agreed that Ministers in charge of Departments should
take care to arrange their foreign t r a v e l , so far as possible, in such
a way as to ensure that they would be present in the House of
Commons on days when their Departments were at the head of
the list of Parliamentary Questions,

OVERSEA
AFFAIRS
Middle East

Rhodesia

2.
THE FOREIGN AND COMMONWEALTH SECRETARY said
that the Government of the Lebanon, strongly backed by the Egyptian
Government, had tabled a Resolution in the Security Council of the
United Nations condemning the Government of Israel for having
crossed an international boundary in their latest attack on A r a b
territory and used t e r r o r i s t methods in a neighbouring country.
In its present form the Resolution would be liable to attract a United
States veto.
We bad approached the French Government in order to
enlist their co-operation in producing a more balanced form of words;
but they would not collaborate for this purpose. We must therefore
seek to ensure some modification of the Lebanese Resolution, at
least to the extent of adding to a condemnation of Israel a call for
all terrorist activities to cease.
Our relations with the Arab
countries, including the recent discussions which the Secretary
of State for Defence had held with the Government of Saudi Arabia,
might require us to lean somewhat further towards the A r a b countries
than we should otherwise judge right.

THE FOREIGN A N D COMMONWEALTH SECRETARY said that the
recent attitude of the Rhodesian regime had seemed likely to reduce
pressure in Parliament from those who were opposed to the
maintenance of sanctions against Rhodesia.
But the recent
acquisition by Rhodesia A i r l i n e s of S w i n g 720 aircraft, which
had apparently been obtained illicitly from a German source, was
likely to renew Parliamentary criticism of our policy on sanctions.

Indo-China
Previous
Reference:
CM(73) 23rd
Conclusions,
Minute 2

THE FOREIGN AND COMMONWEALTH SECRETARY said that the
situation in Indo-China was deteriorating,
Phnom Penh, the capital
of Cambodia, was now virtually invested; and the United States
Government had felt obliged to bomb targets in L a o s .
Although
the situation in South Vietnam was reasonably stable at present,
it could come under renewed pressure as a result of the unrestrained
Communist activity in these neighbouring countries.
The Cabinet Took note of the statements by the Foreign and
Commonwealth Secretary.

3.
THE CHANCELLOR OF THE DUCHY OF LANCASTER said
that the main current topic of interest in the European Economic
Community (EEC) was the negotiations for common agricultural
prices in 1973-74: but there was so far no f i r m news of the progress
on the meeting in Luxembourg,
Once a settlement had been reached
on this i t sue the attention of the Community would be increasingly
focused on those areas of longer-term policy on which action had
been prescribed by the meeting of Heads of Government in P a r i s
in October 1972,, The EEC Commission would shortly produce a
series of reports on these issues, including the content of the second
stage of economic and monetary union, social policy and regional
policy.

4.
THE SECRETARY OF S T A T E FOR NORTHERN I R E L A N D said
that M r Brian Faulkner, the leader of the Unionist Party, was under
pressure from Protestant extremists within the Party.
It was
perhaps unlikely that he would yield to this pressure by abandoning
the position which he had publicly adopted in relation to our
constitutional proposals; but the official Unionist candidates
for the election to the Assembly might now include some advocating
extreme views as well as some who followed M r Faulkner s m o r e
moderate lead.
s

The Irish Republican A r m y had recently mounted a major propaganda
campaign against certain of our A r m y batSelions, notably the
2nd Parachute Battalion; and this campaign had enlisted some
support from Roman Catholic opinion both north and south of the
Border.
There could be no question, however, of reducing our
activities against t e r r o r i s t s , which had recently led to a marked
reduction in the level of shooting.
The Cabinet Took note of the statement by the Secretary of State
for Northern Ireland,
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5.
THE SECRETARY OF STATE F O R SOCIAL SERVICES said
that the ancillary w o r k e r s dispute in the National Health Service
was now over and that, although it was arguable that the management
side had been unnecessarily generous in bringing forward the date of
the introduction of the 1973 instalment of progress towards equal pay
for women, the settlement was within the terms of the Pay Code.
1

In discussion it was noted that the backdating on equal pay was of
little interest to other trade union negotiators and that the settlement
reached had been generally endorsed by the P r e s s and public opinion.

THE SECRETARY OF STATE FOR NORTHERN I R E L A N D said that
the dispute about pay and conditions of service at Harland and Wolff
remained a cause for concern and could yet deteriorate further.
The Boilermakers Union had advised acceptance of the managements
offer, which was within the terms of Stage 2 policy; but the local
shop stewards had recommended rejection.
There was to be a further
meeting later in the day.

THE SECRETARY OF STATE FOR E M P L O Y M E N T said that the
stalemate at Fords was continuing, with sporadic trouble but no
intensification of the dispute. At Vauxhalls shop stewards had
rejected a pay offer within the Stage 2 limits and had called for
industrial action. A strike at two plants of Rubery Owen, now
in its third week, was leading to some laying off of labour by other
firms in the motorcar industry.

THE SECRETARY OF STATE FOR E M P L O Y M E N T said that the
degree of stoppages during the projected day of national protest
on 1 May would probably vary greatly by industry and by region.
The main essential services should be maintained; and the principal
impact on the community was likely to be caused by interruptions in
transport s e r v i c e s .
There was accordingly some risk that many
people would m e r e l y remain at home and that this would create
the appearance of greater industrial dislocation than would in fact
be the case.

THE PRIME MINISTER, summing up a brief discussion, said that
the Parliamentary Session since Christmas had been a long and
testing one and that the Cabinet would wish to express to the Leader
of the House and the Chief Whip their appreciation of all the efforts
which had been made in order to c a r r y forward successfully the
Government's policies, despite the extreme difficulty of certain
issues, including in particular the G o v e r n m e n t s proposals for
Northern Ireland.
The counter-inflation policy was now the critical
issue.
The Government had been successful in withstanding
excessive increases in pay; and it would now be essential to
put even greater effort into restraining the increase in p r i c e s ,
Unless the Government were successful on this front also, they
would forfeit both public support and the prospect of improved
relations with the trade unious. But the position would be
complicated by several pre sentationally difficult issues which
would arise in the period immediately ahead, including the increase
in steel p r i c e s , the negotiations for 1973-74 prices under the Common
Agricultural P o l i c y and a significant rise in our imports; and it would
be the more important for the Government to maintain a steady front
to public opinion and to make clear thoir determination to deal with
prices in a way which would ensure the success of Phase 3 of the
counter -inflation policy.
The Cabinet Took note, with approval, of the summing up of their
discussion by the P r i m e Minister.

6.
THE PRIME MINISTER said that he appreciated the
inconvenience which was caused to Ministers and Departments
by the additional security precautions which were currently being
enforced.
It would be premature, however, to contemplate any
relaxation of these precautions in present circumstancesj and all
concerned should co-operate in making them fully effective.

7.
THE PRIME MINISTER informed the Cabinet that he had
appointed M r J J B Hunt to succeed Sir Burke Trend as Secretary
of the Cabinet on the latter's retirement at the end of September.

Cabinet Office
17 A p r i l 1973
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SECRET

PARLIAMENTARY
AFFAIRS

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

Social
Security Bill

The Cabinet were informed that there might be difficulty during the
Report Stage of the Social Security Bill in securing the r e v e r s a l of
an amendment made in Committee giving tax relief on employees
contributions to the r e s e r v e pension scheme. It was important that
the B i l l should be restored to its original form in view of the
Governments policy of enhancing the attractiveness of occupational
pension schemes by comparison with the reserve pension scheme.
Every effort should therefore be made to ensure that the maximum
number of Government supporters voted for the relevant amendment.
T

Subsidised
Butter

The Cabinet were informed that it was envisaged that there should
be an early announcement of the Governments decision to take
advantage of the European Economic Community ( E E C ) Regulation
enabling butter t o be supplied at reduced prices to recipients of
social assistance.
The original intention had been to make a
statement later that day. But some details of the administrative
arrangements for operating the scheme still had to be settled;
and, despite the public interest in the subject, it might be
preferable to postpone the announcement until 7 May, when it could
be made in the course of the Supply Debate on prices during
Stage 2 of the Governments counter-inflationary policies.
It
should be possible by then to resolve most of the points which
were at present not settled.
In particular, it was to be hoped that
arrangements could be made for introducing the scheme within a
much shorter period than the three months at present contemplated.
M o r e o v e r , it would be possible to secure the presentational
advantage of announcing at the same time that the general butter
subsidy recently agreed by the EEC would be coming into effect
on 14 May, the earliest permissible date under the relevant EEC
decision.
THE P R I M E MINISTER, summing up a brief discussion, said that
the Cabinet agreed that the announcement of both butter subsidies
should be made by the Secretary of State for Trade and Industry in
the course of his speech during the forthcoming debate on prices.
In the meantime, the L o r d President of the Council, in consultation
with the Secretary of State for Social Services, the Minister of
Agriculture, Fisheries and Food and other Ministers concerned,
should ensure that the main outstanding points in connection with
the administrative arrangements for providing subsidies butter for
the recipients of social assistance w e r e resolved without delay.

In particular, the scheme should, if possible, be brought into
effect within a much shorter period than three months.
The terms
of the announcement by the Secretary of State for Trade and Industry
should reflect, as appropriate, the decisions reached on the details
of the scheme.
The Cabinet Took note, with approval, of the P r i m e M i n i s t e r s
summing up of their discussion.

VERSEA
AFFAIRS

United States
of A m e r i c a

2.
THE FOREIGN A N D COMMONWEALTH S E C R E T A R Y
informed the Cabinet that, in the view of HM Ambassador in
Washington, the repercussions of the " W a t e r g a t e " scandal in the
United States were unlikely to inflict permanent damage on the
standing of the Presidency or the personal prestige of President
Nixon, unless it was established that he had had some knowledge
before March, 1973, of the implication in the affair of members of
the Administration or of his own staff. Meanwhile, we should
continue to refrain from any public comment on the affair; and we
could hope that the foreign policy of the United States would
continue to follow the confident course exemplified by the speech
of Dr Henry Kissinger at the Associated P r e s s Annual Luncheon
on 23 A p r i l and by President Nixon's robust reaction to the possible
resumption of an offensive against South Vietnam by North
Vietnamese f o r c e s .

French
Nuclear Tests

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that the
Australian and New Zealand Governments continued to criticise us
for not protesting more vigorously against the intention of the
French Government to hold atmospheric nuclear tests in the Pacific
Ocean later in the year.
In the House of Commons on the previous
day he had reiterated the Governments view that the tests should
not be held and had made it clear that the French Government were
well aware of this view.
But no useful purpose would be served by
any more formal protest, particularly in view of the P r i m e
M i n i s t e r ^ forthcoming v i s i t to P a r i s .

The Lebanon

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that there
had been an outbreak of fighting between the Lebanese A r m y and
Palestinian guerrillas after the A r m y had surrounded a refugee camp
to demand the release of two soldiers who had been kidnapped by
guerrillas.
Fighting continued; but it was understood that the A r m y
w e r e regaining control of the situation.
Some 120 children had
been isolated in the British community school in an area where
fighting was taking place; but HM Ambassador had succeeded in
evacuating them.

i

Rhodesia

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that
M r P e t e r Niesewand, the journalist who had been convicted in
Salisbury on charges under the Rhodesian Official Secrets A c t ,
had successfully appealed against the conviction but was still kept
in custody under a detention order.
The Rhodesian authorities,
however, were reconsidering the matter; and they had been informed
that, if they agreed to deport Mr Niesewand from Rhodesia without
delay, we would admit him to the United Kingdom.

ft

The Cabinet 
1.
Took note, with approval, of the statements by
the Foreign and Commonwealth Secretary.

Icelandic
Fisheries
Dispute
Previous
Reference:
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Conclusions,
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THE FOREIGN AND COMMONWEALTH S E C R E T A R Y informed the
Cabinet that the Minister of State for Foreign and Commonwealth
Affairs and the Minister of State, Ministry of Agriculture,
Fisheries and Food, were renewing discussions with Icelandic
Ministers in Reykjavik that day.
On the main issue of the limitation
to be placed on the annual catch by British fishermen they had been
instructed to open negotiations on the basis that the catch should be
of the order of 155, 000 tonnes and to make a determined effort to
sacure at least 140, 000 tonnes. If agreement seemed to be within
reach on the other points at issue (which might include acceptance
of the Icelandic desire to exclude f r e e z e r trawlers from waters
within 50 miles of the coast), it would be for consideration whether
a limitation of the annual catch to 130, 000 tonnes should be conceded.
But this should be avoided, if possible.
THE MINISTER OF A G R I C U L T U R E , FISHERIES AND FOOD
concurred.
He had made it clear to the fishing industry that some
limitation of catch would have to be conceded; and, without
discussing specific quantities he had gained the impression that,
while a limitation of tha catch to 140,000 tonnes, perhaps coupled
with the exclusion of f r e e z e r trawlers, would probably be tolerable,
any lower limit would provoke serious dissatisfaction.
THE PRIME M I N I S T E R , summing up a brief discussion, said that
the Cabinet agreed that concessions in respect of catch limitation
should be restricted to the minimum; and the issues involved
would need to be considered further if we were required to
entertain limitation to an annual figure lower than 140, 000 ton&es.
The Cabinet 
2.
Took note, with approval, of the P r i m e
M i n i s t e r ^ summing up of their discussion.

4

J

EUROPEAN
COMMUNITY
AFFAIRS

3.
THE MINISTER OF A G R I C U L T U R E FISHERIES A N D FOOD
informed the Cabinet that the negotiations on prices under the
Common Agricultural Policy ( C A P ) for 1973-74 had finally
ended on 1 May.
The principal factors in securing a result
which we could accept had been our efforts to ensure that the
Commission understood our position to work closely with them
thereafter and to prevent the French and German representatives
from reaching an agreement at the expense of ourselves and
the rest of the Community.
This had called for some careful
tactical management during the long negotiations.
But
agreement had finally been achieved when he had made it clear
that the United Kingdom would refuse to accept the further
increase in the price of beef, which the French w e r e trying to
persuade the Germans to accept.
THE PRIME MINISTER said that the Cabinet would wish to
congratulate the Minister and the Chief Secretary, Treasury,
on their success in securing so favourable an outcome for the
United Kingdom.

5

NORTHERN
IRELAND
Previous
Reference:
CM (7 3) 24th
Conclusions,
Minute 4

4.
THE SECRETARY OF S T A T E F O R NORTHERN I R E L A N D
said that the publication of the Governments White Paper on
Northern Ireland Constitutional Proposals (Cmnd 5259) had
stimulated vigorous political activity in Northern Ireland and
had produced significant changes in the traditional pattern of
Party politics in the Province.
A wide range of canaidates
appeared likely to come forward for the Local Government
elections; and we must hope that this would be repeated in the
subsequent elections for the Assembly.
It did not necessarily
follow, however, that all those who might be prepared to stand
as candidates would, if they w e r e elected, be equally prepared
to operate the system of government in a responsible manner.
The leader of the Unionist Party, Mr Faulkner, had
reiterated his intention of co-operating in the elaboration of
new constitutional arrangements on the lines;proposed in the
White Paper; and he had accepted that, if satisfactory new
arrangements were not in operation by March, 1974, the
coiitinued willingness of British public opinion to accept
political and military involvement in the affairs of Northern
Ireland could not necessarily be assumed.
Meanwhile, the security situation within the Province had
greatly improved, apart from a campaign of "retaliation"
against individual members of the security forces by snipers
of the "Official wing of the Irish Republican A r m y .
Propaganda
against the Parachute Regiment, however, was continuing.
But they had been extremely effective in discovering arms and
explosives and in reducing the number of serious incidents in
the Ardoyne area of Belfast; and there should be no suggestion
that they did not command the Governments full confidence.
The Government would also continue to be criticised following
a decision by the Courts (with whom alone the decision rested)
to grant an order for the extradition to the Irish Republic of
a man accused of an offence of murder which the Court had
decided was not a "political" c r i m e .
H e r e , too, we should be
ready to deal firmly with any demonstrations by members of
the Ulster Defence Association on this issue.
11

THE FOREIGN AND C O M M O N W E A L T H S E C R E T A R Y said that
the Foreign Minister of the Irish Republic, Dr Fitzgerald, had
given v e r y short notice of his recent private visit to Belfast
and had refused to accept protection from the security forces
within Northern Ireland. Apart from the repercussions which
would follow an attempt on his life, any intervention of this kind
was unwise in the present sensitive political climate in Northern
Ireland; and HM Ambassador in Dublin would be instructed to
seek to persuade Dr Fitzgerald to refrain from private visits to
the Province, at least until after the elections to the Assembly
on 28 June.

The Cabinet Took note, with approval, of the statements by
the Foreign and Commonwealth Secretary and
the Secretary of State for Northern Ireland.
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5.
THE S E C R E T A R Y OF S T A T E F O R E M P L O Y M E N T said
that, despite the efforts of militant elements, only about .
1. 6 million workers had taken strike action on 1 May, the day
of protest and stoppage sponsored by the Trade Union Congress
(TUC).
They were principally in the engineering industry, in
the docks, on the railways and in the more militant coal-mining
areas.
The pay negotiations in the motor industry were still
proving difficult; and the disputes at the British Steel
Corporation'^ Scunthorpe works and at Harland and Wolff in
Belfast, both of which had caused substantial numbers of men to
be laid off, w e r e having serious economic consequences.
In
general, however, industry might now be relatively free from
major industrial action for at least some months; and the risk of
national one-day stoppages in future had probably been reduced.
In discussion the following main points were made 
a.
The information about the national day of protest
which had been broadcast by the British Broadcasting
Corporation (BBC) had been inaccurate in several
respects.
Provided that these could be substantiated
in detail, appropriate representations should be made to
the Corporation.
b.
There were some indications that the series of
industrial disputes in the motor industry, which had led
to a substantial loss of production and exports, might
reflect a concerted plan to disrupt the economy.
It was
for consideration how far it would be wise to expose the
tactics being employed for this purpose.
THE PRIME MINISTER, summing up this part of the discussion,
said that the Home Secretary should consider whether it would be
advantageous to make an approach to the BBC in order to represent
to them the need for a better balance in their presentation of the
effects of industrial disputes.
The Home Secretary should also
consider whether it would be helpful to seek to promote public
discussion of the possible motivation of industrial disputes.

The Cabinet 
1.
Took note, with approval, of the summing
up of their discussion by the P r i m e Minister and
invited the Home Secretary to be guided accordingly.

In further discussion it was noted that, although there had been a
v e r y substantial increase in production since the end of 1972, there
were increasing complaints from industrialists, which the recent
Industrial Trends Survey by the Confederation of British Industry
(CBI) tended to confirm, that output during the coming months was
likely to be constrained by shortages of labour. Although there
was no evidence to show that there was in fact any general shortage
of labour in industry, the reduction in unemployment during recent
months did not appear to have been caused by the recruitment of
additional labour by manufacturing industry.
In any event it was a
matter for concern that general shortages of labour should now be
a matter of discussion; and it was increasingly unreasonable that
unemployed workers should be able to.define so narrowly the type
and location ox work which they w e r e willing to accept that they could
reject without penalty employment which would be within their
capacities and would not involve any excessive daily journey.
It
was for consideration, therefore, whether further steps should be
taken to ensure that those who refused, without good cause, to accept
any reasonable employment offered to them would be disqualified
thereafter from receiving unemployment benefit.
The CBI might
be correspondingly invited to persuade employers to be more
precise in stating the reasons why they had rejected applicants for
employment submitted to them by the Department of Employment.
The entitlement of unemployed students to unemployment and
supplementary benefit should also be reviewed.
The Cabinet 
f2f
Invited the Home Secretary to arrange for the
Cabinet to be informed of the outcome of the
consideration already in hand by the Home and Social
Affairs Committee of the possibility of introducing more
stringent rules governing the receipt of unemployment
benefit.
\

$3)$ Invited the Secretary of State for Employment to
arrange for the Confederation of British Industry to be
consulted about a more precise definition by employers
of their reasons for rejecting applicants for employment.

ft
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Invited the Secretary of State for Social Services
to circulate a Note describing the entitlement of
unemployed students to unemployment and supplementary
benefit.
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THE PRIME MINISTER said that, since the interruption of the
earlier exchanges with the TUC and the CBI on counter-inflation
policy there had been only informal contacts with these
organisations.
It had become apparent, however, that, once the
national day of protest had taken place, the TUC would be prepared
to resume discussion of the policy to be followed during Stage 3.
Although there might not be much scope for progress until the
outcome of the Pay Board's study of the anomalies arising from
the Stage 2 pay policy was known, an initial meeting with the TUC
might take place before the end of the month, primarily in order
to ascertain the topics which they would be mainly concerned to
consider.
Productivity and threshold agreements would almost
certainly need to be examined at some stage; and these and other
questions which might form part of the Stage 3 policy were already
under study.
Reports that the Government w e r e contemplating
introducing substantial food subsidies, however, w e r e not correct;
indeed, a number of the union leaders would probably prefer the
TUC not to press for such subsidies.
The Cabinet 
5.
Took note, with approval, of the statement
by the P r i m e Minister.
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GOVERNMENT
DISPERSAL

The Hardman
Report

6.
The Cabinet had before them memoranda by the
Lord P r i v y Seal (CP(73) 57) and the Secretary of State for
Trade and Industry (CP(73) 59) discussing the oeope for
further dispersal of Government Departments from London.
THE PRIME MINISTER said that the report of an inquiry by
Sir Henry Hardman "A Review of the possibility of dispersing
more Government work from London" had identified some
30, 000 posts which could be moved from the capital.
These
proposals, however, would create administrative problems
for some Departments; and they would also fall short of the
expectations entertained by the regions in this context.
It
would therefore be desirable that as the next step the report
should be published as a basis for discussion and consultation
before the Government came to any final conclusions.
Publication during the season of the annual Staff Association
Conferences might be inexpedient; and this implied that for
practical purposes it must wait until after the Whitsuntide
Recess at the end of May.
The subsequent process of
consultation would necessarily take time; and it was unlikely
therefore that decisions could be announced before the autumn.
In discussion there was general agreement with,fc&oprocedure
proposed by the P r i m e Minister.
The report should be
released to National and Departmental Staff Sides shortly
before publication; and it should be accompanied by a note
setting it in its historical context and making it clear that it
was being published as a basis for discussion.
But subsequent
consultations should be based on certain general principles
indicated in paragraph 7 of CP(73) 57 and designed to ensure
that, without rejecting at this stage any of the possible courses
would not
of action proposed in the report, the G
necessarily be committed to regarding all of them as equally
acceptable.
o
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In further discussion the following main points were made:
a.
Certain Departments, particularly the Foreign
and Commonwealth Office, the Home Office and the
Ministry of Defence, would be liable to suffer
significant damage in terms of efficiency if they
were required to accept any further substantial
measure of dispersal of senior policy-making staff.
The same considerations might apply to the new
Manpower Services Agency.
It was for consideration
how far it might be possible, in these cases, to

dispense with detailed discussion of the proposals
with the relevant St&M Sida* by reaching prior
agreement in principle that operational efficiency
required the staffs concerned to remain in or near
London.
b.
In the case of the Ministry of Defence it was also
arguable that the proposal to move a v e r y large
number of staff to Milton Keynes might adversely
affect the nodal development of a relatively small
New Town.
The alternative suggestion that the staff
of the Ministry of Defence might be dispersed to
Scotland would, however, be open to even m o r e
serious objections on grounds of operational efficiency.
c.
On the other hand, the Government might be
unwise to appear to make exceptions from the
recommendations in the Hardman report, in a few
cases, before the process of consultation had begun,
since this would m e r e l y encourage expectations that
the remainder of the report's proposals would be
accepted as they stood.
It might be preferable
therefore that all thm Governments final decisions
should purport to result from the forthcoming
process of discussion and consultation.
d.
M o r e o v e r , considerations of operational
efficiency must be weighed against the regional
benefits of dispersal which were discussed in
C?(73) 59. Even without further modification the
proposals in the report would be liable to be regarded
by the regions as disappointing; and it was arguable,
particularly in view of the continuing improvement in
the ease of travel and communication,that the numbers
to be moved to the assisted areas should beJuacreased
rather than reduced.
Unless tha- Government were
prepared to set an example in this respect they could not
expect private industry to be willing to disperse staff
to the regions.
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet agreed, in principle, that the report should be
published as a basis for public discussion and consultation with
Staff Sides.
But the Lord P r i v y Seal should give further
consideration, in consultation with the Ministers, concerned,
to the manner in which the proposals should be presented in orde
to take account of the points which had been made during the
Cabinets discussion.
It would be necessary to reconsider
11

from the same point of v i e w the draft statement, at Annex
to CP(73) 57, which it was suggested should accompany
publication of the report.
In the meantime the Science
Research Council and the Natural Environment Research
Council might reasonably proceed with their plans for
dispersal to Swindon.
The Cabinet Took note, with approval, of the P r i m e M i n i s t e r ^
summing up of their discussion and invited the
L o r d P r i v y Seal, in consultation with the
Ministers concerned, to proceed accordingly.
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DISCRIMINATION
AGAINST
WOMEN

7.
The Cabinet had before them a memorandum by the
Secretary of State for the Home Department (CP(73) 58)
discussing the Governments attitude towards two Private
Member s Bills, in the House of Lords and the House of
Commons respectively, seeking to prevent discrimination
against women.
1

THE HOME S E C R E T A R Y said that the Bill which had recently
been published by a Select Committee of the House of Lords was
open to c r i t i c i s m in a number of respects; and the Bill which
was likely to emerge from the corresponding Select Committee
in the House of Commons would probably suffer from similar
deficiencies.
It was unlikely that the Government could
prevent the former Bill from completing all its stages in the
Upper House.
But the Home and Social Affairs Committee
had concluded that it would be right to decline to grant
exceptional facilities to assist either Bill to make progress
in the House of Commons, with the result that neither would
reach the Statute Book in the current Session.
It would not be
possible, however, for the Government to adopt this attitude
unless they undertook to introduce anti-discrimination legislation
of their own in the following Session; and the Committee had
recommended that arrangements should now be made for the
preparation of proposals for this purpose. It would also be
necessary for the Government to indicate their intentions in
general terms in the House of L o r d s ; and the opportunity for
a corresponding statement in the House of Commons would be
provided by the fact that the Select Committee of that House had
invited the Secretary of State for Education and Science, the
Secretary of State for Employment and himself to give evidence
before them.
It would be preferable that this evidence should
follow, rather than precede, the debate in the House of Lords
on 14 May; but, if this proved not to be convenient, the
Governments intentions would have to be initially disclosed to
the House of Commons Select Committee rather than during the
debate in the House of L o r d s .
In the course of a brief discussion there was general agreement
with these proposals.
The Cabinet Approved CP(73) 58,
Cabinet Office
3 May 1973
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PARLIAMENTARY
AFFAIRS

I,
The Cabinet w e r e informed of the business to be taken in the
House of Commons during the following week.

yQ

1

OVERSEA
AFFAIRS
Middle East
Previous
Reference:
CM(73)
Conclusions,
Minute 2

Spain and
Gibraltar

3.
T H E FOREIGN AND COMMONWEALTH SECRETARY said
that the conflict between the Lebanese Government and the
Palestinian elements in the Lebanon might have wider
repercussions in the Middle East.
The Lebanese P r i m e Minister
had resigned; the Syrian Government were threatening to intervene;
and our Embassy in Cairo had been warned that President Sadat of
Egypt had meant what he said when he had r e f e r r e d to the need to
take military action against I s r a e l .
We had urged the Egyptian
Government to use their best efforts to abate the tension and to help
to restore calm in the Lebanon; and we would maintain these
representations.
But President Sadat might not be able to retain
control of events for much longer.

THE FOREIGN AND COMMONWEALTH SECRETARY said that at
the end of his discussions with the Spanish Foreign Minister,
Senor Lopez Bravo, it had proved impossible to reach agreement
on a communique in view of the difficulty of devising a formula to
deal with the question of Gibraltar.
Senor Bravo*s political
position in Spain was precarious; and he might feel obliged to say
publicly that he regarded our exchanges on Gibraltar as having come
to an end. He had suggested, however, that, even if we could not
agree to relinquish sovereignty over the Rock itself, we might agree
to cede sovereignty over the isthmus, while continuing to use it,
by agreement with the Spanish Government, on the basis of a l e a s e .
Although this suggestion presented serious difficulty, we had
undertaken to study it further.
The Cabinet 
1.
Took note of the statements by the Foreign
and Commonwealth Secretary.

4

Icelandic
Fisheries
Dispute
Previous
Reference:
CM(73) 25th
Conclusions,
Minute 2

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that since
the failure of the Ministerial discussions in Reykjavik on 3 and
4 May there had been no developments in our fisheries dispute
with Iceland; and there had been no recent incidents on the fishing
grounds,
THE PRIME MINISTER said that in the course of the discussions
we had indicated that we would be prepared to reduce our catch from
170,000 tons, which the International Court of Justice had prescribed
as its limit, to 145, 000; but the Icelandic Government had made no
concessions in response,,
We must now make it plain, therefore,
that, in the absence of any agreement, we regarded the ruling of
the International Court as holding the field and that the figure of
145, 000 tons had been suggested only in the context of a settlement
which would be satisfactory to us in other respects.
The Cabinet 
2,
Took note of the statements by the
P r i m e Minister and the Foreign and
Commonwealth Secretary,

5

EUROPEAN
COMMUNITY
AFFAIRS

4.
THE C H A N C E L L O R OF THE DUCHY OF LANCASTER said
that Community business was now moving into a more active
phase with the submission by the Commission of proposals on the
wide range of subjects covered by the European Summit in
October 1972. We had been energetic in pressing the Commission
to develop constructive ideas taking account of United Kingdom
interests and the proposals as they stood were generally v e r y
satisfactory to us.
The next few months would see intensive
discussions which would probably lead to the development of a
major negotiating package towards the end of the year.
If we
w e r e to get the best outcome, it would be important to undertake
selective bilateral lobbying with some of our Community partners.
In discussion the following points were made 
a.
The opportunity should be taken during the summer
to put to Parliament the more encouraging picture which
was now emerging of our membership of the Community;
this would help to eoisj&fc&racfc some of %kx% criticism wMeh
had b*aen made recently.
b.
It should be our objective to overcome the
difficulties which were being caused to exporters,
especially small firms by the complexity of the
Customs arrangements within the Community.
THE PRIME MINISTER, summing up the discussion said that the
progress of work to date on the Summit programme was
satisfactory.
The problems arising from the complications of the
Community Customs procedures should be given further consrdera
tion in consultation with the Confederation of British Industries
and other organisations concerned.
The Cabinet 
1.
Took note with approval of the P r i m e M i n i s t e r s
summing up of their discussion.
2.
Invited the Secretary of State for Trade and
Industry, in consultation with the Chancellor of the
Exchequer and the Chancellor of the Duchy of
Lancaster, to consider how to overcome the
difficulties to exporters caused by the Community
customs arrangements.

6

5.
THE S E C R E T A R Y OF S T A T E FOR E M P L O Y M E N T said
that industrial action in the motor industry had now ceased as a
result of the resumption of work at the British Leyland Motor
Corporation bus and truck plants in Lancashire and at Rubery Owen,
where the terms of the settlement were subject to the agreement
of the Pay Board.
The situation at Ford*s was still confused,
since the A m alg am ate d Union of Engineering Workers and the
General and Municipal Workers Union had taken no decision at
their meetings earlier that week on the recommendation by the
joint union negotiating team for an official strike.
The Transport
and General Workers Union were due to consider the recommendation
later that day.
But, meanwhile, mass meetings of workers at
some of the F o r d plants had voted to accept the Company's offer;
and it was clear that even the union conveners were divided in their
attitude. There was some hope that a settlement might be reached
on the following day in the negotiations at VauxhalPs.

THE SECRETARY OF S T A T E FOR E M P L O Y M E N T said that the
dispute which had led to strike action by 4500 blast-furnace men
at the British Steel Corporation^ Scunthorpe works had now been
settled and steel production had been resumed.
But there appeared
to be no action which the Government might take to assist in
resolving the inter-union dispute about representation of the middle
management at the Anchor Works.

THE LORD P R I V Y S E A L said that the Annual Conference of the
C i v i l and Public Services Association (CPSA) had decided by a
narrow majority to ban preparatory work on the pension and other
increases due to take effect in October unless they were granted
the full pay increase which pay research suggested was warranted.
It had been announced that morning, however, that the Executive
Committee of the CPSA would meet on the following Thursday to
reconsider the matter.

THE SECRETARY OF S T A T E FOR NORTHERN I R E L A N D said that
no progress had been made in settling the pay dispute at Harland
and Wolff, which involved interpretation of the existing productivity
agreement and the terms of a new settlement under Stage 2 of the
pay policy.
The President of the Boilermakers Union,
Mr McGarvey, continued to stand f i r m in recommending acceptance
of the management offer; but local union officials were insisting on
payment of the productivity bonus before discussing the Stage 2
7

settlement.
The Managing Director of Harland and Wolff had now
dismissed the steel-workers because of their refusal to work; but
he had agreed not to dismiss other shipyard workers whose jobs
were now at risk.
While it was necessary to support his judgment
that M r McGarvey's policy would prevail, the dispute could
m 3 an while have a serious effect on the Company s prospects of
returning to profitability.
1

The Cabinet 
1,
Took note of the statements by the Secretary
of State for Employment, the Lord Privy Seal and
the Secretary of State for Northern Ireland.

THE P R I M E MINISTER said that public criticism of increases in
food p r i c e s , which were difficult to control, had increased the
importance of adopting a very f i r m attitude towards price increases
generally.
The justification for all proposals to increase prices
should be subjected to the closest scrutiny. It was an inadequate
justification for a price increase that the level of the price
concerned had become anomalous in relation to other p r i c e s .
The
Trades Union Congress ( T U C ) had accepted that anomalies on pay
caused by the Stage 1 and Stage 2 pay policies could not be resolved
during Stage 2; and the same attitude must be adopted on p r i c e s .
The closest control over p r i c e increases was essential if there was
to be any hope of securing the T U C s agreement to a realistic pay
and prices policy in Stage 3.
In discussion the Cabinet w e r e informed that the Ministerial
Committee on Counter-Inflationary Measures were about to consider
a number of cases in which nationalised industries wished to submit
proposals for price increases to the P r i c e Commission. It was
argued that, while it would be difficult to avoid accepting that the
nationalised industries might proceed with proposals for recouping
allowable cost increases, the helpful attitude of the Chairman of
the British Steel Corporation as regards the recent increase in
steel prices might provide grounds for expecting the Chairmen of
the other industries concerned to be equally co-operative in
minimising the impact of price i n c r e a s e s . In particular, they
should be pressed to consider the scope for further reductions in
costs as an alternative to increases in p r i c e s . It was still not
clear, for example, that the Post Office had given sufficiently
serious consideration to the savings on the postal services which
might be secured by the elimination of the second delivery and of
Saturday d e l i v e r i e s .

ft

The Cabinet 
2.
Took note that the Ministerial Committee
on Counter-Inflationary Measures would give
urgent consideration to the question of price
increases by the nationalised industries.

NORTHERN
IRELAND
Previous
Reference:
CM(73) 25th
Conclusions,
Minute 4

6,
The Cabinet were informed that the security position continued
to be satisfactory, although it remained to be seen what reaction
there would be to the forthcoming extradition from Northern Ireland
to the Irish Republic of a man accused of an offence of murder
which the court had decided was not a "political" c r i m e .
The
Northern Ireland Constitution B i l l was to be published during the
following week; and it was planned to move its Second Reading in
the House of Commons on 24 May.

I
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ROB ENS R E P O R T
ON S A F E T Y AND
HEALTH AT
WORK

7.
The Cabinet had before them a memorandum by the Home
Secretary (CP(73) 60) about the implementation of the Report of
the Robens Committee on Safety and Health at Work.
THE HOME S E C R E T A R Y said that the Report had been published
in July, 1972, and that a statement had been made at the time
indicating that the Governmenc intended to take early action to
achieve its broad objectives.
Since then the Home and Social
Affairs Committee (HS) had been considering how the Report could
best be implemented.
There had been general endorsement of
the broad principles on which it was based, including the proposed
consolidation of the main statutory enactments concerned; but it had
not been possible to reach agreement on the practical steps
required to give effect to them.
There were two main problems 
the functions and scope of the proposed new central Authority; and
the extent and location of Ministerial responsibility for its
activities.
HS had concluded that the choice effectively lay
betv/een two schemes.
The first, which they had designated
Model A , envisaged an Authority with full executive responsibility
over the whole field of safety and health, including the integration
and management of all the relevant central Inspectorates,
The
second (designated Model C ) envisaged that Departments would
retain some or all of their existing responsibilities relating to the
health and safety of workers and of the public, together with their
separate Inspectorates; but that the new Authority would have a
co-ordinating and advisory role over the entire field, together
with executive responsibility for the Factory and some other
Inspectorates and the central initiative on safety matters
transcending particular industries.
The arguments which had
been advanced on behalf of each of these two schemes were
summarised in Appendix 4 of CP(73) 60.
In discussion it was suggested that Model C would suffice to give
effect to the broad principles underlying the recommendations in
the Robens Report and would in fact be the preferable solution for
the following main reasons:
i.
Model A would cause major administrative problems
if applied to the agricultural industry, to which special
considerations applied,.
The Agricultural Ministers
traditionally administered for agriculture a wide range of
functions calling for an intimate knowledge of farming
problems and practice; and Model A would involve a very
unsatisfactory fragmentation of the present agricultural
safety staffs.

ii.
Model A would also be inappropriate in relation to
the Alkali Inspectorate which dealt with a wide range of
environmental problems extending well beyond hazards
arising at places of work.
It had long-standing
relationships with local authorities, as well as with the
Department 0s the Environment, which it would be a
mistake to disturb.
M o r e o v e r , the Confederation of British
Industry (CBI) and the Chemical Industries Association had
represented that the Alkali Inspectorate should not be
merged in a central Authority for safety and health at work.
iii.
In relation to schools and hospitals an Authority on
the lines proposed in Model A would be liable to generate
pressure, which it might not be practicable to resist, for
substantial capital expenditure to improve the standards of
heating and lighting.
Such expenditure, however, could not
be met within existing p r o g r a m m e s .
In any event it was
inappropriate for the proposed central Authority to have
general powers in relation to hospitals and schools, since
only a small proportion of the occupants were employees.
iv.
It was essential that advice on policy matters should
continue to be available to Departments from the
Inspectorates,
The Department of Trade and Industry,
for example, could not dispense with the advice of the
Nuclear Installations Inspectorate in relation to a wide
range of difficult and important issues affecting the nuclear
industry.
On the other hand it was argued that the Robens Report had made
out a very strong case on practical grounds for the establishment
of a strong and unified central Authority. Recent experience 
for example, in relation to lead pollution and to an incident
involving an explosion in a liquefied petroleum gas store - had
shown how unsatisfactory the present fragmented arrangements
could be in practice; and corrective action would be expected by
both sides of industry and by the general public. If it were not
taken, it would be suspected that the Government had deferred to
vested Departmental interests.
Moreover, Model A already
incorporated a number of departures from the recommendations
in the Robens Report, which had been made in response to
representations by the Ministers concerned; and, if the
recommendations were diluted still further, it was doubtful whether
the Government could claim that the Report was being accepted at
all.
Unification of the Inspectorates under the new Authority
should enhance the standing of the individual Inspectorates without
sacrificing their respective identities; and they would continue to
be available to give policy advice to Departments.
Relations with
11

outside bodies - for example, those between the Alkali Inspectorate
and public health Inspectors - would continue unchanged.
Moreover,
in some important respects, of which the administration of the
Alkali Acts was one, Model A did not envisage any interference with
existing Ministerial responsibility.
The great majority of the
ncn-Governmental interests which had been consulted favoured
acceptance of the recommendations of the Report; and some would
feel that even Model A involved an excessive degree of departure
from them. Acceptance of the Report should yield substantial
political advantage, whereas its rejection would involve the loss of
a valuable opportunity for tripartite co-operation; and any
suggestion that the Government were indifferent to the safety and
health of workers would be liable to produce a hostile reaction by
public opinion
a

THE PRIME MINISTER, summing up the discussion, said that the
Cabinet agreed that Model C would involve so substantial a
reduction in the benefits to be expected from the reorganisation
that it might w e l l not be worth disturbing the present arrangements;
and they accordingly concluded that the balance of the argument
inclined in favour of adopting Model A .
This, however, need not
necessarily debar limited departures from the detailed proposals
in Appendix 2 of CP(73) 60, provided that these were kept to the
minimum. Any Minister who wished to propose such changes
should inform the Home Secretary as a matter of urgency, indicating
the reasons for his view.
Subject to the outcome of any discussions
with the Home Secretary, the Secretary of State for Employment
should proceed with the consultations which must precede the
preparation of legislation.
The Cabinet Took note, with approval, of the P r i m e
Minister s summing up of their discussion
and invited the Home Secretary, and the
Secretary of State for Employment, in
consultation with any other Ministers
concerned, to proceed accordingly.
1
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R E F E R E N C E TO
THE MONOPOLIES
COMMISSION
OF CERTAIN
RESTRICTIVE
PRACTICES IN
THE
PROFESSIONS

8.
The Cabinet considered a memorandum by the Secretary of
State for the Home Department (CP(73) 61) about the reference to
the Monopolies Commission of certain restrictive practices in the
professions.
THE MINISTER FOR TRADE AND CONSUMER A F F A I R S recalled
that the Government had decided that the F a i r Trading Bill should
provide for the professions to be exempt from the scope of the
Restrictive Practices Court and the Consumer Protection Advisory
Committee.
This had been on the basis that where appropriate
the Government would refer restrictive practices in the professions
to the Monopolies Commission on the lines that the Commission had
envisaged in their recent general report on the professions.
In
the event, the provision in the B i l l providing for the exemption of
the professions had been struck out at Committee Stage.
The
Home and Social Affairs Committee (HS) had agreed that it must be
restored at Report Stage, which was being taken the following week,
but considered it unlikely that the House of Commons would agree
to the necessary amendment unless the reference of certain
professional practices to the Monopolies Commission was announced
at the same time. HS had however been unable to agree on the
content of the references.
He himself considered that in view of
the public criticism which, rightly or wrongly, was being directed
at the legal profession, one reference must be concerned solely
with the legal profession.
He had suggested that the matters
r e f e r r e d should be architects' scale fees, certain practices of the
legal profession (for example, the two-counsel rule and the ban on
partnerships at the B a r ) and (when the F a i r Trading Bill became
law) restrictions on advertising by solicitors. Alternatively he
would be prepared to accept references relating to all the practices
of architects and of the Bar and to the restrictions on advertising
imposed by a number of professions.
THE LORD CHANCELLOR said that it would be undesirable to refer
the question of partnerships at the Bar to the Monopolies Commission
the matter was already being examined by the Bar itself, and in any
event a ban would be likely to have serious effects on the
administration of justice.
More fundamentally, it would be
objectionable to make a reference relating only to the legal
profession; to single them out in this way would be unnecessary,
inappropriate and damaging to the p r o f e s s i o n ^ standing and image.
It would indeed be undesirable to take any action which tended to
weaken the independence and integrity of the professions and thus to
xisk damage to one of the most valuable features of this country's
national l i f e . He therefore favoured referring only practices
which were common to several professions.
A possible course
would be to refer the scale charges made by architects, surveyors
and perhaps some other professions, and the restrictions on

advertising imposed by accountants, stockbrokers, veterinary
surgeons, the Bar and (when possible) solicitors. It could also
be announced that the Government intended to discuss with the Law
Society the possibility of improving the machinery for dealing with
complaints against solicitors.
In discussion it was argued that the overriding objective must be
to secure the restoration in the F a i r Trading B i l l of the provision
which had been struck out at Committee Stage, In order to secure
this it was essential that certain professional practices should be
r e f e r r e d to the Monopolies Commission. It was doubtful whether
it would suffice for all of the references to be in general t e r m s .
It was desirable that at least one should relate to the legal
profession specifically; and the reference of the two-counsel rule
seemed likely to be welcome to many Government supporters and
to the public generally, while being much less offensive to the legal
profession than the reference of the ban on partnerships at the Bar
or of the Bar generally.
Moreover, it could be stressed that a
reference to the Monopolies Commission was intended only to
provide an opportunity for an impartial and independent assessment
and carried no implication that the practices in question were
objectionable.
It would be helpful if, in addition, it could be
announced that the machinery for dealing with complaints against
solicitors was to be reviewed.
THE P R I M E MINISTER, summing up the discussion, said that the
Cabinet agreed that the amendment which had been made to the
F a i r Trading Bill in Committee must be reversed at the Report
Stage, and mat to secure this it would be necessary to announce
that certain professional practices w e r e being referred to the
Monopolies Commission,
The matters r e f e r r e d should be the
scale fees charged by architects and surveyors, the two-counsel
rule at the Bar and the restrictions on advertising applied by
accountants, stockbrokers, veterinary surgeons, the Bar and (when
the F a i r Trading Bill had become law) solicitors. In addition, an
announcement should be made of the Governments intention to
discuss with the Law Society the possibility of improving the
machinery for dealing with complaints against solicitors.
The Cabinet 
1,
Took note, with approval, of the P r i m e
M i n i s t e r ^ summing up of their discussion.
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2.
Invited the Minister for Trade and
Consumer Affairs 
i.
to arrange for references to be
made to the Monopolies Commission, as
indicated in the summing up, and for an
announcement xo be made accordingly;
ii,
in consultation with the Lord
Chancellor, to consider the form and
content of the announcement of the
proposed discussions with the Law Society
about the review of machinery for dealing
with complaints against solicitors.

Cabinet Office
10 May 1973
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The Cabinet considered current developments in the economic
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The Cabinet considered public expenditure,,
They had before them
a minute from the Chancellor of the Exchequer to the P r i m e Minister
dated 11 May.
THE PRIME MINISTER said that the Chancellor of the Exchequer,
the Secretary of State for Northern Ireland, the Home Secretary,
the L o r d President and the Lord P r i v y Seal had formulated proposals
to moderate the growth of public expenditure programmes over the
next two y e a r s .
The national economy was now responding to the
measures which the Government had taken to stimulate growth; and
the G o v e r n m e n t s purpose must now be to ensure that growth was
steady and v/as not distorted by shortages of plant and manpower or
by excess demand.
Employers must be satisfied that the
G o v e r n m e n t s counter-inflationary policies were not incompatible
with productivity and profits; and the trade unions must be reassured
that the level of employment and real earnings would continue to
i m p r o v e . If action was not taken to control the growth in public
expenditure in certain areas and sectors of the economy,, the whole
strategy would be at risk.
The Government had already succeeded
in introducing a m o r e refined control of prices and pay than any
previous Administration; their task now was to temper the growth
of public expenditure without recourse to arbitrary reductions, which
might affect the areas where investment was needed or undermine
confidence by appearing to presage a return to deflationary policies.
Political and economic considerations alike suggested that the present
time was ripe for the Government to adjust their priorities in public
expenditure; and it was important that this should be seen as a
controlled response to changing circumstances rather than as
precipitate reaction to impending crisis,.action^,
The Cabinet
should therefore r e v i e w the whole range cf programmes in order
to reach a general consensus about the measures which now needed
to be taken.

TOP
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THE C H A N C E L L O R OF THE EXCHEQUER said that between the
second half of 1972 and the first half of 1973 the economy had been
growing at a rate well in excess of 5 per cent; and most reputable
commentators, as well as the Governments own advisers, agreed
that action must soon be taken to ensure that this rate of growth was
steadied.
The Governments programmes for 1973-74 exceeded those
of their predecessors by £1, 064 million at constant price.3, and by
£628 million for 1974-75; and changes in estimating assumptions,
though producing a net saving of £200 million on the current y e a r s
expenditure, would increase expenditure in the following year by
£250 milHon.
T o increase taxes, whether direct or indirect^ would
in present circumstances put the whole success of the Governments
counter-inflationary policies at risk.
It was therefore of the utmost
importance to moderate the growth of public expenditure over the
next two y e a r s .
The proposals in his minute were the unanimous
judgment of the group of Ministers concerned, who had given
prolonged consideration to the problem in the light of the guidelines
None of the savings
suggested by the Central Policy Review Staff,
they proposed would require legislative action.
They also had in
mind the need to leave room for increased expenditure on certain
services such as housing.
They believed that it was essential to
produce net savings of £500 million in 1974-75; and the gross total
of their proposals, as set out in Annex II to his mirute, amounted to
£ 701 million,,
J

In discussion, the importance of restraining the growth of public
expenditure was generally endorsed; and there was a wide degree
of support for the approach adopted by the Chancellor of the
Exchequer, although it was represented that, until the Ministers
responsible for particular programmes had considered the proposals
in more detail, it would not be possible to determine exactly how
savings should be realised.
On the other hand it must be recognised
that a large part of the savings proposed would fall to be negotiated
with local authorities, not all of whom would be sympathetic to the
G o v e r n m e n t s aims, A sufficient margin must be allowed for this,
as well as for increased expenditure on other programmes, some of
which would be a necessary price to pay for securing major savings
elsewhere. It was, indeed, for consideration whether a net saving
of £500 million would satisfy public opinion as a sufficient measure
of retrenchment.
But, if savings of this amount were secured in
1974-75, the effects would flow through to public expenditure
programmes in later y e a r s ; and this would be reflected in the
next survey of public expenditure
0

In discussion of particular programmes the following main points
were made -

TOP

SECRET

The forthcoming announcement of a major investment programme byBritish Leyland would do much to confirm predictions that capital
investment was now recovering.
It was therefore important that,
within the total package, disproportionate reductions should not be
imposed on expenditure which contributed to growth, particularly
selective assistance.
Investment in steel and in energy was vital
to national growth; and on purely economic grounds, certain
aerospace projects seemed better candidates for savings.
Moreover,
experience had shown that only when the economy was expanding was
it possible for regional industrial policies to be applied effectively;
and the present opportunity to correct regional imbalances should not
be let slip.

The defence budget was so composed that four-fifths of the expen
diture to the end of the next financial year was already committed;
and, although savings in establishments and manpower might seem
attractive, they could probably be secured only in the fields of
research and development, equipment and construction.
In any
event, however, reductions in expenditure could not be made without
regard to their effect on defence capabilities and their international
repercussions. It would therefore be unwise to promise savings in
expenditure without close consideration of their effects.
Moreover,
several members of the North Atlantic T r e a t y Organisation were at
present seeking to reduce their contribution to the Organisation^
expenditure; and the problem of sharing the burden of the North
Atlantic Alliance was due for discussion between member
Governments early the following month,. It would be particularly
unfortunate if the United Kingdom were at that time to announce a
substantial reduction in defence expenditure.
On the other hand
we still spent a higher proportion of gross national product on defence
than most of our allies; and there would be widespread criticism if a
comprehensive programme of retrenchment in public expenditure were
to receive no contribution from the defence budgets

Reductions in these programmes would attract widespread criticism;
and, although it was necessary to r e l i e v e the strain on the
construction industry, care would need to be taken to ensure
that the economies to be sought on this account reflected actual
It would, for example, be unfortunate if the hospital
shortage So
programme was reduced while office building continued unchecked.
In a wider perspective, reductions in programmes of such political
sensitivity could only be tolerated if it was clear that no other
category of public expenditure had escaped close scrutiny; and
it would be desirable to include enough flexibility to enable some
increase in current expenditure to be made in areas of particular
need,

The proposal to defer for a year the change from financing the
Industrial Training Boards by levy to a grant system would
undoubtedly arouse criticism among the Government s supporters
in Parliament,, as well as from the Confederation of British Industry,
But it offered the prospect of securing substantial savings in the
current financial y e a r .
1

In further discussion it was recognised that the timing of any
announcement was of critical importance.,
Public comment
was already canvassing the prospect of reductions; and it was
very desirable that the Government should retain the initiative
by announcing their conclusions before the pressure of circumstances
appeared to force a decision on them.
Moderate measures of
retrenchment taken in good time would be more effective than
severer measures taken in an atmosphere of c r i s i s .
To this
end it would be desirable to make an appropriate announcement
before Parliament rose for the Whitsun R e c e s s ,
On the other
hand it would be impracticable in so short a space of time for the
Ministers concerned to settle a range of detailed measures,
But,
although on previous occasions announcements of this kind had been
made in general t e r m s , it would sacrifice credibility and might
undermine confidence if Ministers were unable to specify what
savings were intended,
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet had had a useful exchange of v i e w s . There was general
agreement on the need for timely action to restrain the growth of
demand which public expenditure would place on the economy in
the next two y e a r s ; and there had been a wide measure of support
for the approach adopted by the group of Ministers under the
chairmanship of the Chancellor of the Exchequer.
The Cabinets
discussion, however, had revealed some difficult areas, particularly
defence (where account must be taken of the international
repercussions of reductions in spending), trade and industry,
and the social services; and most Ministers, while not dissenting
from accepting the targets for their Departments, wished to consider
in more detail how the savings should be secured.
This raised
questions of timing and confidentiality,
It was important that the
Government should be seen to hold the initiative in taking the
necessary measures of retrenchment, and not appear to have
been forced by events into indiscriminate economies. An early
announcement was therefore desirable; but this carried the risk
that, if savings had not been agreed in sufficient detail for Ministers
to give a fairly precise indication of where they would occur, an
appearance of uncertainty might be es-eated. The Ministers
concerned should therefore discuss further with the Chancellor

TQS*
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of the Exchequer, as a matter of urgency, the detailed allocation of
savings within their own expenditure p r o g r a m m e s .
In doing this
they should preserve the strictest confidentiality and should take
care that the general scope of the programme should not be disclosed
prematurely.
The Cabinet 
1.
Took note, with approval, of the summing up
of their discussion by the P r i m e Minister.
2

0

Invited the Chancellor of the Exchequer 
i,
To discuss with the Ministers
concerned the detailed allocation of savings
on Departmental p r o g r a m m e s .
ii.
To circulate a further statement of the
measures agreed in the light of their discussion,

3*
date.

Cabinet Office
14 May 1973

Agreed to resume their discussion at an early
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The Cabinet resumed their consideration of public expenditure.
They had before them a note comparing the proposals which they
had considered at their previous meeting with the outcome of
the subsequent discussions between the Chancellor of the
Exchequer and Departmental Ministers.
THE C H A N C E L L O R OF THE EXCHEQUER said that he had now
discussed with the Ministers concerned the proposals considered
at the previous meeting, with the exception - in the absence of
the Secretary of State for Defence - of the proposed reduction in
the Defence Budget.
He was grateful to them for their response
to the Ministerial Group s proposals.
In the case of the Trade
and Industry block of expenditure the Secretary of State had not
felt ablo to accept the full reductions proposed.
V/hereas the
Group had proposed a reduction of £20 million in selective
regional assistance and £30 million in selective national
assistance to industry, the Secretary of State had only accepted
reductions of £5 million and £15 million respectively.
The
Secretary of State had suggested, instead, a reduction in the
rate of non-selective regional grants to industry or a delay in
payment of these grants; but these alternatives seemed open to
considerable political objection.
Compared with the Group s
proposed reduction of £85 million for this block of expenditure,
the Secretary of State s proposals totalled only £45 million, of
which £11 million was contingent on postponement or cancellation
of the national satellite programme.
On nationalised industry
capital expenditure, the Secretary of State did not feel that a
reduction of £30 million in the steel investment programme would
be practicable; but he judged, subject to discussion with the
chairman of the British Steel Corporation, that £12 million might
be possible, with additional reductions on other industries to
maintain the proposed total reduction of £70 million.
The
Minister of Posts and Telecommunications was prepared to accept
the proposed reduction of £30 million in Post Office capital
expenditure.
But he had made it clear that this would have
a significant effect on the waiting list for telephones; and the
Cabinet might therefore wish to consider, in the light of their
l

,

f

discussion of the other items, whether some slightly smaller
reduction would be preferable.
On health and personal social
s e r v i c e s , a reduction of £21-1 million was now proposed, subject
to the agreement of the Secretary of State.
On overseas aid,
the Foreign and Commonwealth Secretary was not available for
consultation; but the Minister for Oversea Development was
prepared to accept a reduction of £20 million, subject to the
P r i m e M i n i s t e r s approval.
On Maplin airport, the reduction
of £8 million had been agreed by officials a,s the effect of a
deferment of the completion date.
The present target date of
1980 now seemed no longer realistic; but, since the Bill was at
present before Parliament, there might be a presentational
difficulty in announcing this at present.
On common s e r v i c e s , it
had been indicated that the savings from building postponements
might be more than offset by foreseen new requirements; but it
did not seem to be possible to accept additional commitments in
this field at a time when other programmes were being cut.
Taking the programmes as a whole, the total reductions which
had emerged from his discussion with the Ministers concerned
(excluding Defence) now amounted to £522 million, of which
£70 million was subject to confirmation by the Ministers concerned.
The net total so far confirmed was therefore about £450 million,
which did not seem to leave sufficient margin for any additional
expenditure which might be thought necessary to enable public
opinion to accept some cf the major savings now proposed.

General

In discussion it was suggested that the implications for the
individual programmes of the reductions now proposed would
depend on whether these reductions were regarded as affecting
the single year 1974-75, or foreshadowed similar reductions in
expenditure in each of the subsequent y e a r s .
The present
proposals were in fact limited to achieving reductions over the
next 2 y e a r s .
For the subsequent years, the Cabinet had already
recognised the problem created by the pre-emption of the
contingency r e s e r v e provided in the last Public Expenditure
White Paper; and they would be reverting to that question when
they received the annual report on the Public Expenditure Review.
But acceptance of the particular reductions now proposed did not
necessarily imply any commitment to make similar reductions
in the later y e a r s .
The reconstitution of the contingency
r e s e r v e for those years was a separate matter, which would
need to be considered on its own m e r i t s .

2

Presentation

The presentation of the present proposals would also need to be
considered further.
Some of the proposals, for example on
agriculture and industrial training, would be defensible as part
of a combination of measures announced as a major effort to
reduce overheating in the economy but would be difficult to defend
in any other context. F o r some other programmes, however,
such as education, a major announcement would involve more
difficulty than a decision to slow down the implementation of
existing programmes by administrative action.
The method of
presentation would also need to take into account the likely
reaction of the Governments supporters in Parliament and the
country and of public opinion generally, as well as the implication
for the forthcoming discussions with the Trades Union Congress
and the Confederation of British Industry, who would be
particularly concerned, respectively, with expenditure on the
social services and programmes in support of indxistrial growth.
A l l these presentational issues would need further consideration
in the light of the decisions taken on the proposals.
In the case of some programmes considerable shortfalls were
now expected in the planned l e v e l of expenditure.
F o r 1973-74
the net shortfall exceeded £200 million; and some credit might
be taken for this.
F o r 1974-75, the total shortfall was v e r y
considerably outweighed by estimating changes in the other
direction; and it was not therefore possible to give credit to
individual Departments for the shortfall which was likely to occur.
But, -where shortfalls w e r e expected in individual programmes,
it would be preferable, in public presentation, to indicate this
rather than to incur the odium of a deliberate reduction in the
planned provision.
In discussion of particular programmes the following main points
were made:

Trade and
Industry

It had been thought necessary to propose some reduction in
selective assistance to industry in order to maintain the
political balance of the reductions as a whole.
The projects
being supported by these programmes of assistance w e r e ,
however, important for exports and for the industrial growth on
which future public expenditure programmes ultimately depended.
The amounts available for selective regional and national
assistance were already committed well into 1974-75; and the
originally proposed reductions would leave little scope for more
commitments for that y e a r .
This would entail the abandonment
of the new regional machinery which had already been successful
in obtaining additional finance from the private sector for
regional industrial investment.
It would also reduce the level of
expenditure below that f o r m e r l y incurred under the Local
Employment A c t s ; and it would leave insufficient funds to

finance projects proposed by the task forces set up to deal with
coal and steel redundancies.
If any further reduction was
necessary beyond the amounts now suggested, £5 million for
selective regional assistance and £15 million for selective national
assistance, the Secretary of State would prefer to reduce .he rate
of. grant payable on non-selective regional assistance, although
this would clearly involve considerable difficulty.
On c i v i l
aerospace projects the proposed reduction would involve deferment
of the HS 146 project and of the project for a 30, 000 lb thrust a e r o 
engine.
The saving which might be obtained on the space
programme would depend on the reaction of other European countries
to the initiative recently made by the Minister for Aerospace and
Shipping in this field.

Employment

The proposed net reduction of £20 million allowed for increased
expenditure of £15 million on the Training Opportunities Scheme.
The saving would be found by postponing the change from levy to
grant financing by one y e a r .
This would be unwelcome to the
Government's supporters; but it could be justified as part of a
general reduction in expenditure programmes.
It would be
necessary to make special arrangements for the financing of
training in the construction industry.

Nationalised
Industrflls
Capital
Expenditure

In v i e w of the importance of the steel investment programme for
industrial growth, a deliberate reduction in the capital programme
recently approved did not seem possible; but, subject to
confirmation by the British Steel Corporation, there would probably
be a "slippage", of the order of £12 million, in any event.
The
remainder of the £70 million reduction proposed for industries
sponsored by the Department of Trade and Industry and the
Scottish Development Department would fall p r i m a r i l y on distribution
services in the gas and electricity industries, which would reduce
the standard of service to consumers.
No reduction was proposed
in expenditure on electricity generating equipment; and there was
a risk that this programme might need to be speeded up. Some
reduction was proposed in aircraft purchases by the British Airways
Board; and it was- proposed not to sanction a helicopter service to
North Sea oil installations, on the assumption that this could be
provided by private enterprise.
For the railways, a reduction of
£10 million should be possible; and the programme would be fully
reviewed later in the summer.
The proposed reduction of
£30 million in capital expenditure by the Post Office would
adversely affect the waiting list for telephones; and there was a
case for considering a rather smaller reduction.
4

Substantial reductions were proposed in the road programme and
in miscellaneous local s e r v i c e s .
This would involve a
35 per cent reduction in new commitments for trunk roads and a
50 per cent reduction in new commitments for principal roads.
The planned road programme would thus take longer to complete;
but the shape of the strategic trunk network would not be changed.
The reduction on miscellaneous local services would fall
primarily on capital schemes controlled by loan sanction.
In the
case of water and sewerage there would be no growth in the current
year, instead of a planned increase of 7 per cent; and theie would
be an actual reduction in locally determined schemes.
The
proposed reductions, taken together with the increases in
expenditure on housing, should be presented as a major shift of
resources reflecting revised p r i o r i t i e s .
Care would, however,
need to be taken to obtain the right geographical distribution of
the economies, as w e l l as j& satisfactory balance between
reductions in capital and current expenditureThe reductions
should bear hardest on those parts of the economy which were
most overloaded; and priority should be given to projects of
particular local value.
The reorganisation of local government
would tend to observe the comparison between one year and the
next; and it might be possible to justify an announcement of the
proposed reductions now on the grounds that the new local
authorities would need to know the Governments overall intentions
as a basis for their own planning.
There would be particular difficulty in making commensurate
reductions i:i Scotland and Wales.
In Scotland there was strong
pressure to build up infrastructure for the North Sea oil industry;
and reductions could not be justified on the grounds of any o v e r 
loading of the economy.
It would, however, be possible to make
a reduction of £5 million on roads, compared with the proposed
£10 million, and a further £5 million on miscellaneous local
s e r v i c e s ; and this would enable expenditure in support of the
North Sea oil industry to be exempted from reduction.
In Wales,
it could not be argued that a reduction in the road programme
represented a shift of resources towards housing, since the
proposed changes on housing would not benefit Wales.
Wales
was also lagging behind the r e s t of the country in the construction
of motorways.
While some reduction could be made, it would
need to be a smaller figure than the reduction made in Scotland.
kosst

The present system of^improvement grants was also putting
excessive pressure on resources; and changes were at present
under consideration which would restrict the grants payable on
second houses and enable conditions to be imposed so as to
prevent abuse of the grant system. A draft White Paper would
shortly be considered by the Home and Social Affairs Committee.
5

The proposed reduction, consequential on a postponement of the
completion date of Maplin airport raised a serious presentational
problem.
Although it seemed clear that the present target date
could not be adhered to, it would seriously jeopardise the
passage of the present B i l l through Parliament if this change w e r e
announced now.
Once the Bill had been passed, there was a case
for announcing the rate of progress likely to be achieved in
constructing the airport.
It was also questionable whether an
announcement needed to be made at this stage about the Channel
Tunnel, since negotiations were still continuing and, if the
project were cancelled, an additional £4 million would become
payable in cancellation charges.
On the Thames Barrier some
postponement seemed justified, although this would pre-empt
consultation with the Greater London Council and the other
authorities concerned.

Education

The proposed reductions would involve severe cuts in capital
expenditure commitments on universities and polytechnics and
would be v e r y unpopular with the communities concerned.
The
education programme was also making an additional saving in
that parental contributions to students grants had risen, because
of the effect of inflation on incomes, by more than the amount of
the recent increase in the l e v e l of grants.
Expenditure
reductions of the order now proposed could not be justified
unless v e r y substantial and genuine reductions w e r e made in
other public expenditure programmes.
)

Health and
Personal
Social Services

H e r e also the reductions proposed would involve severe d e f e r 
ment of schemes of high priority to improve conditions in
hospitals and to provide local health centres.
The figure now
proposed, £211- million, could be contemplated only on the
basis that other major programmes bore a proportionate share
of reductions and that public office building was severely
restricted.
It would also be desirable to make modest increases
in some programmes cf special sensitivity, for example services
for the deaf and disabled, which would help to make the overall
reduction more acceptable to public opinion.

Social
Security

The proposed reduction of £5 million under this heading could be
achieved by removing the right to unemployment benefit from
workpeople who w e r e temporarily suspended from work.
It was,
however, for consideration whether this change should be made at
a moment when discussions were just about to be started again
with the Trades Union Congress.
6

aw and
Order

The proposed reduction of £8 million was on account of
expenditure on police, prisons and law courts.
The reduction
was acceptable to the Home Secretary; but the Lord Chancellor
would wish to discuss the reductions in expenditure on law courts
further with the Chancellor of the Exchequer.

Agriculture

The proposed reduction of £25 million was acceptable as part of
a major reduction in public expenditure generally; but, if there
was no general announcement, it would be preferable not to
mention it at this stage, since it could anyway not be implemented
until the next annual review.

Civil Service

The proposal envisaged that c i v i l service manpower, which
amounted to 700, 000 on 1 A p r i l , 1973, should r i s e to no more
than 715, 000 by A p r i l , 1974, and should then be restricted to
that level for a y e a r .
While this would create real problems in
some Departments, some reduction in the previous planned
estimates seemed desirable, particularly if the Government
w e r e to press local authorities to restrain the v e r y large recent
growth in manpower in local government.
Major office building
for the civil service should be severely restricted, although some
minor schemes might usefully continue.
THE PRIME MINISTER, summing up the discussion, said that the
Cabinet had now been able to consider the main political and
economic implications of the proposed reductions in expenditure
programmes, with the exception of defence.
For the most part,
the reductions now proposed w e r e acceptable to the Ministers
concerned provided that commensurate reductions were made in
other programmes.
The Cabinet would need to resume their
discussion again later in the week, to examine the amount of the
reduction in the defence programme and to consider further the
important presentational issues which had been raised.
In the
meantime the Chancellor of the Exchequer should complete any
further necessary discussions with individual Ministers.
The Cabinet 
1.
Took note, with approval, of the summing up
of their discussion by the P r i m e Minister.
2.
Invited the Chancellor of the Exchequer to
complete any necessary further discussions with
individual Ministers concerned.
3.
A g r e e d to resume their discussion again later
in the w&ek.
Cabinet Office
16 May? 1973
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1,
The Cabinet were informed of the business to be taken in the
House of Commons during the following week.

2,
The Cabinet resumed their discussion about the implemen
tation of the Report of the Robens Committee on Safety and Health
at Work,
THE HOME S E C R E T A R Y recalled that at a recent meeting the
Cabinet had decided that the functions and scope of the proposed
new central Authority should be on the lines described in
Appendix 2 to CP(73) 60 (Model A ) ; but that there might be
a case for limited departures from those detailed proposals,
provided that they were kept to the minimum, and that any Ministers
who wished to suggest such changes should discuss them with him.
As a result it was now suggested that the new Authority should not
have responsibility for safety on farms or for the agricultural
Inspectorates concerned; that exceptions should also be made
in respect of the Alkali and Clean A i r Inspectorate and the Industrial
Pollution Inspectorate in Scotland; and that special arrangements
should be made in respect of educational p r e m i s e s .
His own
conclusion was that a case had been made out for excluding the
agricultural industry, bearing in mind both its special nature and
the scope of the responsibilities of the Agricultural Ministers.
Special considerations also seemed to apply in the fields of
education and health; and here the appropriate course might
be for regulation-making powers to be exercised jointly by the
Secretary of State for Employment and the relevant Departmental
Ministers,
But it was not desirable that exceptions should be made
for the Alkali and Clean A i r Inspectorate and the Industrial Pollution
Inspectorate, since this would undermine the general principle
prescribed by the Robens Report that there should be a single
unified Authority, whose responsibilities would extend not m e r e l y
to the health and safety aspects of arrangements in places of work
but also to the effects of those arrangements on the safety and health
of the general public.
M o r e o v e r , the transfer of the two Inspectorates
to the new central Authority need not entail any loss of their
individual identities.
Decisions on these questions should, if possible, be announced
during the debate in the House of Commons on the following Monday
on a Motion related to industrial injuries.
In discussion, it was maintained that there were good grounds for the
view that the Alkali and Clean A i r Inspectorate should remain outside
the new central Authority, albeit on the basis of arrangements for
close liaison.
This v i e w had been strongly urged by the

Confederation of British-Industry (CBI) and by the Chemical
Industries Association.
The Inspectorate was concerned with
general environmental questions rather than with safety and health;
and, although there was no question of transferring to the new
Authority any of the other responsibilities of the Secretary of State
for the Environment f o r environmental and pollution questions, it
would be difficult to exercise those responsibilities if the A l k a l i ^ tl&
Inspectorate did not continue to be integrated with the Department.
The merging of this expert and reputable Inspectorate would be
widely regretted; and there would be a risk that its present close
working relationship with the Public Health Inspectors of local
,
authorities would be disrupted.
Similar arguments applied to
(
the Industrial Pollution Inspectorate,
Model A, if accepted
\
unamended, would require this small Inspectorate to be dismantled
in order to make possible the transfer of some of its members to the
new central Authority; and this would be particularly unfortunate at
a time when the possibility of pollution caused by North Sea oil was
giving rise to substantial public concern,
On the other hand the transfer of the Inspectorates to the central
Authority would not involve any loss of identity or impair their
relations with other bodies. Indeed, their standing might be
enhanced; and the exchange of knowledge and experience between
the various Inspectorates would be valuable. M o r e o v e r , theAHui*. * A )
Authority would be answerable to the Secretary of State for the
Environment for the administration of the Alkali Act,
In further discussion it was emphasised that the presentation of
the decision would need careful thought, particularly in the light
of recent accidents involving the deaths of several miners, since
this would affect the attitude of the National Union of Mineworkers
(NUM), who had close relations with the^^^^^^mspectorate and
placed great confidence in their judgment. It would be important,
therefore, that the G o v e r n m e n t s proposals should be explained in
advance to the leaders of the NUM; .and the ^CBI should be similarly
If the
forewarned of any decision to transfer the7lnspectorate
announcement of the G o v e r n m e n t s decision during the following
Monday s debate could be made in general t e r m s , there would be
time to explain its detailed application to the interests concerned
before any public statement had been made and, in particular, to
reassure them that the transfer of an Inspectorate to the new
central Authority need not involve any loss of identity or expertise.
(

0

!

THE PRIME MINISTER, summing up the discussion, said that the
Cabinet agreed with the solution proposed by the Home Secretary.
Safety on farms and responsibility for the relevant agricultural
Inspectorates would thus not be among the functions of the new
central Authority.
In relation to health and educational premises,

regulations should be made jointly by the Secretary of State for
Employment and the relevant Departmental Ministers.
The Alkali
and Clean A i r Inspectorate, together with the relevant parts of the
Industrial Pollution Inspectorate, should be transferred to the
Authority. But the Secretary of State for the Environment should
take an early opportunity of informing the CBI of the G o v e r n m e n t s
decision on this issue and of giving them suitable assurances,
particularly in relation to the continuing identity of the Inspectorate
and the responsibility of the new Authority to the Secretary of State
for the administration of the Alkali A c t .
The Secretary of State for
Employment should give similar explanations to the NUM in relation
to safety in mines. In the meantime, the announcement in the
forthcoming Parliamentary debate should be made in general terms
and should not anticipate the communication of some of the m o r e
detailed decisions to the interests concerned.
The Cabinet Took note, with approval, of the P r i m e Minister s
summing up of their discussion and invited the
Secretary of State for the Environment and the
Secretary of State for Employment to proceed
accordingly.
5
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3,
The Cabinet discussed certain aspects of the r e f o r m of
company law.
The Cabinet's discussion and the conclusions reached are recorded
separately.

3

4.
THE PRIME MINISTER informed the Cabinet that the Defence
and Oversea P o l i c y Committee had considered earlier that morning
the latest developments in the Icelandic fisheries dispute. A s the
result of a recent clash between our trawlers and the Icelandic
gunboats, the trawlers had now withdrawn outside the 50-mile limit
and it seemed probable that they would refuse to return unless they
were afforded protection by the Royal Navy.
If so the Icelandic
Government would be in a position to claim that they had won a
decisive victory; and the prospects of reaching an eventual
agreement with them, which would enable our trawlers to re-establish
their claim to fish within the limit, would be v e r y small,,
The
Minister of Agriculture intended to clarify the position by discussion
with the trawler owners later that day; and the Committee had
concluded that, if this meeting confirmed that the trawlers would
not return within the limit without Naval protection, we had no real
alternative to providing a Naval escort.
They had accordingly
decided that, in these circumstances, the frigates which were
already in or proceeding towards Icelandic waters should move
within the 50-mile limit, where their commanders should have
discretion to deal with the situation as they judged best, subject
to their not using gunfire without specific Ministerial authority,
for which purpose he would hold himself available, together with
the Foreign and Commonwealth Secretary and the Secretary of State
for Defence, to give whatever decisions were required at short
notice.
In informing the Icelandic Government of our intentions
we would also make it clear to them that we remained ready to
resume negotiations at any time.
s

In discussion the Cabinet were informed that the British
Broadcasting Corporation (BBC), in a recent comment on
the situation^ had referred to the waters in question as a
conservation area,
Although the Icelandic Government had
chosen so to designate them, the designation was not one which
we ourselves accepted; and representations should be made to
the BBC accordingly.
The Cabinet 
1.
Took note with approval of the proposed
arrangements for affording Naval protection, if
necessary, to British trawlers in Icelandic waters,
2*
Invited the Home Secretary to make appropriate
representations to the British Broadcasting Corporation
in relation to their recent comment on the Icelandic
waters in question.

5.
THE C H A N C E L L O R OF THE DUCHY OF L A N C A S T E R said
that the Council of Ministers, at their meeting on 14-15 May, had
considered proposals from the Commission on a number of
important issues arising from the European Summit Meeting
of October 1972. The outcome had been generally favourable
to the United Kingdom, although in all cases considerable further
negotiation would be required before we could be certain that our
objectives would be achieved.
The discussion on regional policy
had revealed a general acceptance of the outline proposals made
by the Commission, although the French representative had adopted
a critical attitude. In the discussion on the renegotiation of
Association arrangements for developing overseas countries
our opposition to any attempt by the Community to seek reciprocal
trade concessions had been supported by all except the French.
There had also been a useful discussion of the Community s approach
to the forthcpmmg multilateral negotiations under the Genes-al
Agreement or.;Trade, a*k3/SCdteif£&fc which had served to clarify
some points of difference.
1

The Community would probably approve, within the next few weeks,
some modest proposals by the Belgian Government for an
improvement in its working procedures, to which we should be able
to give our support.
Within their limits they should be beneficial,
But . in the absence of some more drastic measures of reform^ it
must remain doubtful whether the Community s procedures would
be efficient enough to enable it to complete the complex tasks
required by the Summit programme.
4

1

The Cabinet Took note, with approval, of the statement by the
Chancellor of the Duchy of Lancaster.
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6,
THE S E C R E T A R Y OF S T A T E FOR NORTHERN I R E L A N D
said that, despite two unfortunate incidents in the last few days, the
situation in Northern Ireland in t e r m s of public security continued to
be relatively stable. In addition, there had been a general welcome
by the leaders of nearly all the political P a r t i e s , with the exception
of Mr Craig, for the G o v e r n m e n t s constitutional proposals.
A s he had indicated in reply to a Parliamentary Question on the
previous day accommodation was being prepared in the official
residence of the Governor against the possibility that it might
become appropriate for members of the Royal F a m i l y to pay
regular visits to Northern Ireland,
There was no present intention,
however, that Her Majesty The Queen should herself visit the
Province o

7.
The Cabinet resumed their consideration of the economic
situation.
Their discussion and the conclusions reached are
recorded separately.
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ECONOMIC
SITUATION

The Cabinet resumed their consideration of proposed reductions in
public expenditure,

Public
Expenditure

THE PRIME MINISTER said that Departmental Ministers had now for
the most part been able to indicate the level of the economies which
could be effected in their programmes in 1974-75; and the Secretary
of State for Defence, who had not been present at the last meeting,
was considering urgently the scope for savings in defence expenditure.
The Chancellor of the Exchequer would now discuss with the
Departmental Ministers concerned any outstanding issues as
regards both the precise amount of the reductions to be secured
and the extent to which these should be indicated in the proposed
announcement. The Cabinet should also consider, however, the
public presentation and the timing of their decisions.
In the light
of the recent improvement in the trade returns confidence in the
economy was reviving; and the G o v e r n m e n t s principal purpose
should therefore be to foster this confidence by showing that firm
action was being taken to moderate the growth of public expenditure,
while allaying any fears of precipitate reversion to deflationary
policies.

Previous
Reference:
CM(73) 28th
Conclusions

In discussion it was suggested that a number of issues remained
to be resolved as regards the reductions to be made in individual
programmes and the extent to which these reductions should be
openly announced in the forthcoming statement. In the case of
the health and education building programmes there would be
considerable political advantage in relying, so far as practicable,
on the deferment of programmes by administrative means and
refraining from announcing specific reductions.
On the other
hand it was essential that the net total of the announced reductions
should be at least £500 million.
There was, indeed, a case for
seeking to announce a l a r g e r total, eg £650 million, in order to
leave more room for manoeuvre and to allow for some modest
increases in expenditure on programmes of special sensitivity.

Reductions on this scale, however, did not seem to be attainable; and
any increases in expenditure should therefore not be announced at the
present t i m e . If, in the light of revised estimates of the shortfall
on other p r o g r a m m e s , scope for such increases subsequently
emerged, it would be preferable to retain them for deployment
later in the year, in the context of the next phase of the G o v e r n m e n t s
counter-inflationary policy.
In further discussion it was suggested that, although there might be
some political advantage in a rather later announcement, it would be
preferable, in order to avoid speculation, that the G o v e r n m e n t s
intentions should be made known as early as possible in the coming
week.
The timing would need to be further considered, however,
in the light of more detailed examination of the Parliamentary and
political considerations and the availability of Ministers.
In
presenting the reductions the Government should claim positive
credit for restraining the growth of public expenditure in order
to f r e e resources for continued expansion of the economy; and
they should emphasise the redeployment of resources which was
the main purpose and justification of some of the proposals,
particularly in the field of the Department of the Environment.
Care would need to be taken, however, about the presentation
of the Scottish and Welsh elements in the proposed measures,
where the same considerations did not necessarily apply.
It
would also be important to demonstrate that sufficient control
was being exercised over office building; and the scope for reducing
the public office building programme should be carefully examined.
THE PRIME MINISTER, summing up the discussion, said that an
announcement should be made during the following week of net savings
in public expenditure totalling not less than £500 million in 1974-75.
He would discuss with the Secretary of State for Defence later in the
day the economies to be effected in defence expenditure. A s regards
the other programmes the Chancellor of the Exchequer should discuss
any remaining points of doubt with the Departmental Ministers
concerned and, if necessary, with himself, with a v i e w to achieving
the minimum net total of £500 million.
Thereafter the Chancellor
of the Exchequer should discuss the public presentation of the
G o v e r n m e n t s decisions with the Home Secretary and the L o r d
President and should agree with the Departmental Ministers
concerned the manner in which individual items should be dealt
with.
The L o r d President should consider further the detailed
timing of the announcement in the light of the points made in
discussion.

The Cabinet 
1.
A g r e e d that an announcement should be made
during the following week of public expenditure
reductions amounting to at least £500 million in
1974-75
0

2.

Invited the Chancellor of the Exchequer 
i.
T o discuss the outstanding issues
on individual programmes with the
Departmental Ministers concerned.
ii.
To discuss the public presentation
of the G o v e r n m e n t s decisions with the Home
Secretary and the L o r d President and, as
appropriate, with the Departmental Ministers
concerned,,

3.
Invited the L o r d President, in consultation with
the Chancellor of the Exchequer and the Lord P r i v y
Seal to consider further the timing of the necessary
announc ement.
a
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The Cabinet considered, in the light of recent court proceedings,
the desirability of promoting an inquiry under the
Companies Acts into the affairs of Lonrho Limited.

P o s sible
Inquiry
into Lonrho
Limited
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Legislation

THE MINISTER F O R TRADE AND CONSUMER A F F A I R S said that
the report of the recent court proceedings gave grounds for thinking
that there might have been misconduct on the part of some of the
Directors of Lonrho Limited in relation, for example, to failure
to disclose information to fellow D i r e c t o r s , the terms of occupancy
of certain company houses and the nature of advances made to
certain private companies.
In at least one instance the misconduct
might amount to a criminal offence; and in others there might have
been a breach of trust in relation to shareholders.
There were
several factors which made the matter particularly difficult to deal
with.
Some of the companies concerned w e r e trading in Rhodesia;
complex and potentially embarrassing questions of taxation and
exchange control were involved; and the company s position in
relation to a number of independent African States had been invoked
to suggest that any action against it might jeopardise its considerable
assets in Africa,
If it w e r e thought that action should be taken by
the Government, three possible courses appeared to be open.
F i r s t , under Section 109 of the Companies Act 1967 the Department
of Trade and Industry could examine the company*s books.
Action
on these lines might lead to the initiation of a prosecution; but it
would not result in a report which could be published.
Second, the
shareholders of the company could, if they wished, ask the
Government to appoint inspectors under Section 164 of the
Companies Act of 1948. Third, the Government could themselves
decide to appoint inspectors under Section 165 of that A c t ,
The two
latter courses would lead to the preparation of a report which could
be published; but it was unlikely to be available for at least 18 months.
It could be argued that action under companies legislation was
unnecessary since, as a result of the court proceedings, the
shareholders were already aware of the relevant facts.
But
1

the extent o£ the public interest which had been aroused seemed to
point to the need for some form of inquiry. There would be certain
advantages in waiting to see whether the shareholders would seek an
inquiry.
But they were not meeting until 31 May; and the
consequential delay might suggest that the Government would
have preferred to prevent full disclosure of the facts and had
only been compelled to promote an inquiry by pressure f r o m
the shareholders,,
If the Cabinet decided that the right course
was to set up an inquiry immediately under Section 165, it would
be possible to announce this decision in reply to a Parliamentary
Question that day.
In discussion it was suggested that, since the recent court
proceedings had given significant grounds for supposing that
members of the Board of Lonrho might have been guilty of miscon
duct, there was adequate justification for invoking Section 165
without further delay.
On the other hand an inquiry might have
a seriously adverse effect on the fortunes of the company^
particularly as regards its investments in Africa; and this
would be contrary both to the national interest and also to the
ixiterests of the shareholders.
The Government was entitled
and, indeed, obliged to take these considerations into account
in deciding whether to invoke Section 165, Little information
about them however, was available at present; and it therefore
seemed inadvisable to take an immediate decision to set up an
inquiry,,
Even if too great a delay would be involved in deferring
this decision until after the meeting of shareholders on 31 May, it
would be wise, before reaching a conclusion, to make an urgent
assessment of the likely consequences of an inquiry,
a

THE PRIME MINISTER, summing up the discussion, said that the
Cabinet agreed that strong arguments had been advanced for the
establishment of an inquiry.
T o wait for the outcome of the
shareholders' meeting or to call for the company's books would
involve undue delay and might be interpreted as an attempt by the
Action under
Government to prevent disclosure of all the facts
Section 165 of the Companies Act 1948 might therefore be preferable.
Such an inquiry, however, would extend over a wider field than the
allegations which had been made during the recent court proceedings;
and it might take a very considerable time to produce its findings.
A final decision should therefore be deferred until there had been
a fuller assessment of the implications, including the possible
danger that an inquiry might precipitate the nationalisation of the
company*s assets in Africa or otherwise prejudice its prospects
in a manner which would be unjust to the shareholders.
The Home
Secretary should accordingly arrange for these questions to be
examined as a matter of urgency, with a view to an announcement
of the G o v e r n m e n t s conclusions being made at the beginning of the
following week,
0

The Cabinet L,
Took note, with approval^ of the P r i m e
M i n i s t e r ^ summing up of their discussion.
Z
Invited the Home Secretary, in consultation
with the Minister for Trade and Consumer Affairs
and the other Ministers concerned, to proceed
accordingly,,
c
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.THE
ROYAL
FAMILY

MINISTERIAL
RESIGNATIONS

1.

The Cabinet considered an issue affecting the Royal Family.

The Cabinefs discussion and the conclusions reached are recorded
separately.

2,
THE PRIME MINISTER informed the Cabinet that inquiries
which the police had for some time been pursuing for other purposes
had recently brought to light allegations about the conduct of certain
members of the Government,
Since these might have security
implications, he had commissioned the necessary inquiries forthwith,
on the basis that they must not prejudice the police investigation of
activities which might in some instances lead to criminal charges.
A s a result the L o r d P r i v y Seal and the Parliamentary Under
Secretary of State for Defence for the Royal A i r F o r c e had thought
it right to tender their resignations.
Their reasons were different;
but both of them had given assurances, in their respective
statements, that they had not been subjected to any pressure
cr blackmail and that their conduct had not involved any breach
of security.
Somewhat similar allegations had been made by a
German magazine about a member of the British Diplomatic Service;
but the magazine had subsequently acknowledged that it was referring
to the Parliamentary Under Secretary of State for Defence for the
Royal A i r F o r c e .
There was no reason to suppose, therefore, that
national security had in fact been endangered by any of the incidents
which had culminated in the resignation of the two Ministers or that
such of the current allegations as involved the Government had not
now been dealt with. It might nevertheless be wise to secure
independent verification of this point by referring the whole matter
to the Security Commission; and, if the necessary consultation with
the Leader of the Opposition and the Chairman of the Commission
indicated that this course would be generally acceptable, he could
announce a decision to this effect in the Parliamentary statement
which he would in any case have to make later that day.
In the course of a brief discussion it was agreed that, if any further
inquiry into the incidents in question was needed, it would certainly
be preferable that it should be arranged by means of a reference to
the Security Commission rather than by recourse to the Tribunals
of Inquiry (Evidence) Act, 1921, or to any special form of quasi
judicial investigation.

ft

PARLIAMENTARY
AFFAIRS

3.
The Cabinet were informed of the business to be taken
in the House of Commons during the week following the
Whitsun r e c e s s .
The Cabinet were informed that the remaining stages of the
Maplin Re-development B i l l were likely to be satisfactorily
completed in the House of Commons, although the Government
majorities might be small.
In these circumstances it did
not appear desirable that a report should at this stage be
commissioned on the likely levels of aircraft noise at Maplin,
Heathrow and other relevant airports.

OVERSEA
AFFAIRS

4.
THE FOREIGN AND C O M M O N W E A L T H SECRETARY
said that Norway had offered to mediate in our fisheries dispute
with Iceland.
While we might reasonably accept this offer, we
should not accept arbitration in the matter.

Iceland
Previous
Reference:
CM(73) 29th
Conclusions,
Minute 4

Mutual and
Balanced
Force
Reductions

THE HOME S E C R E T A R Y informed the Cabinet that steps w e r e
being taken to ensure that presentation of the dispute by the
news media adequately reflected the Governments position.
These included reinforcing the information side of our Embassy
at Reykjavik, briefing leading journalists and arranging for
journalists to be included in the Royal A i r F o r c e Nimrod aircraft
operating in the area.

THE FOREIGN AND C O M M O N W E A L T H S E C R E T A R Y said that
during his recent discussions in Bonn the Federal German
Chancellor, H e r r Brandt, had shown an inclination to agree to
exclude indigenous forces from any agreement for Mutual and
Balanced F o r c e Reductions, at any rate in the first stage.
This
was a welcome development, which would assist in ensuring that
the member countries of the North Atlantic Treaty Organisation
entered these negotiations on the right footing.

3
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EUROPEAN
COMMUNITY
AFFAIRS

Prime Minister^
Meeting with the
President of
France on
21 and 22 May

5.
THE PRIME MINISTER informed the Cabinet that
he had held full and valuable discussions in Paris with the
President of France, M Pompidou earlier in the week.
They
had been largely dominated by the question of European
relationships with the United States.
President Pompidou
' had accepted the importance of these relationships but had
maintained reservations about some aspects of them.
He was
not prepared at the moment to take part in any discussions with
the United States Government on European Defence; and he had
also been unaccommodating about the arrangements for the
President of the United State% proposed visit to Europe,
He had accepted that, so far as defence was concerned,
President Nixon might meet the N A T O Council; but he had
been opposed to any joint meeting between the President and
representatives of the members of the European Community,
either at Head of Government or at Foreign Minister l e v e l .
He had suggested, instead, that President Nixon might meet
the Presidents of the Council of Ministers and of the
Commission but that, otherwise, his contacts with member
countries of the Community should be bilateral.
President Pompidou had, however, confirmed the French
commitment to progress in the multilateral trade negotiations
and had appeared less sensitive than formerly on the question
of r e f o r m of the international monetary system.
He had
emphasised the inter-connection of these two negotiations;
but he had been inclined to believe that each could be dealt
with on itn merits and that there was a good prospect of
securing a satisfactory conclusion to both within the next
eighteen moatfee.
President Pompidou had also reaffirmed French adherence to
the programme for the future development of the Community
which had been prescribed by the European Summit
Conference in October 1972, including the establishment of a
Regional Development Fund; and he had agreed with our view
that Community Funds used for regional development must be
put to good use and be subject to proper control.
He had also
paid tribute to the recovery of the British economy.
But he
had been concerned about the attitude of the Nigerian
Government to the re-negotiation of the Yaounde Arrangements;
and he had suggested that we might use our good offices to
persuade the Head of the Nigerian Government, General Gowon,
to adopt a more constructive attitude on this issue.

In discussion the Cabinet w e r e informed that the meeting of
the Council of Ministers (Energy) on 22 May had made little
progress and, in particular, had been unable to agree guidelines
for the Commission in producing proposals for a Community
energy policy.
This was l a r g e l y the result of French
insistence that an organised oil market throughout the
Community was a precondition for establishing co-operation
between Community and other consumer Governments.
THE PRIME MINISTER, summing up the discussion, said that
we must maintain the pressure on our Community partners to
adhere to the agreed timetable for the work commissioned by
the Summit Conference.
The formulation of a Community
energy policy was a matter of great importance; and we must
continue to seek to ensure that it would be given the
necessary priority.
The Cabinet Took Note, with approval, of the P r i m e M i n i s t e r ^
summing up of their discussion.
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INDUSTRIAL
AFFAIRS
Discussions
with TUC
and CBI on
CounterInflation
Policy

6,
THE SECRETARY OF STATE F O R E M P L O Y M E N T said that
the General Council of the Trades Union Congress ( T U C ) had agreed
on the previous day that there might be further discussions with the
Government about the future of the economy; had approved the
attitude which their representatives should adopt on the questions
which they would wish to have discussed; and had agreed that any
conclusions would need to be reported to the TUC Annual Congress
in September for its endorsement.

Previous
Reference '.s
CM(73) 2$th
Conclusions,
Minute 5

Harland
and
Wolff
Previous
Reference:r
CM(73) 2$th
Conclusions,
Minute 5

Unemployment

THE S E C R E T A R Y OF S T A T E F OR E M P L O Y M E N T said that the
President of the B o i l e r m a k e r s ' Union, Mr McGarvey, had now
decided to support the attitude of the local union officials at Harland
and Wolff in Belfast^ who were seeking to insist on the payment of
productivity bonuses before they would be prepared to discuss the
pay settlement under Stage 2 of the pay policy.
A further meeting
was to be held that day in order to try to resolve the dispute.
There were undoubtedly dangers in the present situation^ both
for the Governments economic strategy and for security in Northern
Ireland; and it was to be hoped that a settlement within the terms of
the pay policy would prove possible.

THE SECRETARY OF S T A T E F O R E M P L O Y M E N T said that the
unemployment returns to be published that day would disclose a
further and substantial decrease of about 100, 000 in the total number
unemployed.
The most substantial reductions had occurred in
Scotland and the North West of England. A shortage of skilled
workers was now becoming apparent in some trades.
The Cabinet Took note of the statements by the Secretary of
State for Employment.

P O L I C Y ON
HOUSING
IMPROVEMENT

7.
The Cabinet considered memoranda by the Secretary of
State for the Environment (CP(73) 63) and the Secretary of State
for Scotland (CP(73) 62), to which w e r e appended draft White
Papers on house improvement policy.

Draft White
Papers

THE SECRETARY OF S T A T E FOR THE ENVIRONMENT said that
a vigorous programme of improvement to older housing was an
essential element in the Governments housing strategy.
A great
deal had already been achieved in this respect; and improvement
grants were being taken up in record numbers.
But it was
important to sustain this effort in order to demonstrate the
Governments determination to deal urgently with the nation's
excessive legacy of sub-standard housing.
The Department of
the Environment had completed a P A R study of policy on older
housing, v/hich had shown that, when the legislative authority
for higher improvement grants in Development and Intermediate
areas expired in June, 1974, a reduction in the total of grant
aided improvement could be accepted on the basis that resources
would be concentrated on dealing with the most serious areas of
housing stress and deprivation.
The draft White Papers therefore
proposed the establishment of Housing Action A r e a s , within which
a wide range of special powers and additional financial assistance
would be deployed in a concerted attack on the worst housing
conditions. It was also proposed to give more encouragement to
general improvement areas and to make the structure of i m p r o v e 
ment grants more flexible; to make the grants more selective;
and to check possible abuse by stopping full grants for the more
expensive owner-occupied properties and all grants for second
homes and by allowing local authorities to attach conditions to
grants to landlords. It. was proposed that the White Papers should
be published in early June.
THE S E C R E T A R Y OF S T A T E FOR SCOTLAND said that i t was
intended that the general policy proposed for England and Wales
should apply also in Scotland.
Some of the detailed arrangements
described in the draft Scottish White Paper were different from
those envisaged for England and Wales; but this was attributable
entirely to different local circumstances and should cause no
embarrassment.
In discussion the following main points were made:
a.
The draft White Paper for England and Wales had
been discussed with the Department of the Environments
adviser on business rents, in order that he might consider
whether any particular difficulties could be expected in
giving effect to its proposals and, in particular, whether
they w e r e likely to be open to abuse. He had considered
that they were satisfactory from this point of view, subject
to a few minor amendments of which account had already
been taken.
7

b . It was desirable that further attention should be given
to the difficult question of the best means of co-ordinating
the range of policies directed to urban problems, of which
housing improvement was only one.
c.
It would be helpful to emphasise in the draft annexed
to CP(73) 63 that mobility of labour, which was being
reduced by the decline of the private rented sector, would
be increased by the proposals described in the White
P a p e r s , particularly by the increased l e v e l of activity
envisaged for the Voluntary Housing Movement.
THE PRIME MINISTER, summing up a brief discussion, said that
the Cabinet approved the draft White Papers subject to an
expansion of the reference to mobility of labour on the lines suggested
Arrangements should therefore be made for them to be published in
early June.
The precise timing and the associated publicity
arrangements should be agreed with the Home Secretary.
The Ciabinet 
1.
Took note, with approval, of the P r i m e Minister's
summing up of their discussion.
2. Invited the Secretaries of State for the Environment,
for Scotland and for Wales, in consultation with the
Home Secretary, to proceed accordingly.

Cabinet Office
24 May 1973
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THE
ROYAL
FAMILY

THE PRIME MINISTER informed the Cabinet that it was
proposed that the engagement of HRH P r i n c e s s Anne to
Lieutenant Mark Phillips should be announced on 29 May.
Under the provisions of the Royal M a r r i a g e s A c t , 17T2,
The Queen s consent to the marriage should be signified under
the Great Seal and declared in Council; and it was accordingly
necessary that the Cabinet should indic&Se in advance their
willingness to arrange a Council for this purpose.
1

The Cabinet agreed that arrangements should be made
accordingly.

Cabinet Office
24 May 1973
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-THE CABINET

1.
The Cabinet welcomed L o r d Windlesham on his assumption
of the office of L o r d P r i v y Seal.

PARLIAMENTARY
AFFAIRS

2.
The Cabinet w e r e informed of the business to be taken
in the House of Commons during the following week.

New Parliamentary THE LORD PRESIDENT OF THE COUNCIL informed the Cabinet
that some difficulties might arise in deciding how to deal with the
Building
debate on 25 June about the new Parliamentary building. It was
Previous
proposed that there should be a free vote; and, if so, there might
Reference:
be a majority in favour of proceeding with the new building, espe
CM(73) 6th
cially since the a l l - P a r t y Early Day Motion urging that it should be
Conclusions,
built as planned, in full and without further delay,, had received
Minute 3
considerable support. The Chancellor of the Exchequer had already
indicated that the additional public expenditure which would be
required could not be contemplated during the current or the
following financial year. M o r e o v e r , the new building couM not in
any case be started for some three years, since the Cannon Row
P o l i c e Station would first have to be rebui It. ' But a difficult
situation might a r i s e unless the Government w e r e prepared to
indicate that they were not sa^Mng to rule out the fafraj?(B provision of
6 now Parliamentary building; and this should p&sferably be made
cltwu? in the Resolution which would have to be tafc&ed in advance of
the debate.
THE P R I M E MINISTER, summing up a brief discussion, said that
the Cabinet agreed that the Resolution might indicate that the need
for a new Parliamentary building was recognised but that for a
number of reasons it would not be possible to make an early start
in constructing it.
A Resolution on these lines would not
necessarily commit the Government to the design which the House
of Commons Services Committee had accepted, despite, the
considerable objections (to it which had been expressed.,^
The
draft of the Resolution should be circulated for consideration by the
Cabinet at their next meeting.
The Cabinet 
1.
Took note, with approval, of the P r i m e
Minister's summing up of their discussion.
2.
Invited the Lord President of the Council,
in consultation with the Secretary of State for the
Environment, to proceed accordingly.

L U n i UULiM i i n u

Maplin
Development
Bill

The Cabinet agreed that the L o r d President, the Secretary of
State for the Environment and the Chief Whip should consider
whether any further amendment to the Maplin Development Bill
should be proposed in the House of Lords in the light of the
amendment recently made in the House of Commons requiring
the appropriate Minister, together with the Civil Aviation
Authority and the Maplin Development Authority, to review all
technological developments affecting the operation of civil
aircraft before authorising the construction of the airport to
proceed.
They should report their conclusions to the
appropriate Committee, which should also consider any other
matters which might be raised about the remaining stages of
the Bill.

EUROPEAN
COMMUNITY
AFFAIRS

3.
THE C H A N C E L L O R OF THE DUCHY OF L A N C A S T E R
said there had recently been encouraging progress in some areas
of the European Community^ work.
Agreement had been
reached on the invitation to the developing countries concerned
to attend a meeting in July on the re-negotiation of the Yaounde
convention.
Agreement also seemed likely on the policy to be
adopted towards the countries of the Mediterranean.
But in
other and rather more important areas, including the discussions
on the second stage of Economic and Monetary Union and the
preparations for the international trade negotiations, progress
seemed likely to be m o r e difficult and slow; and the next few
months might prove to be a period of considerable frustration.
The Council would shortly be discussing some modest proposals
for reforms in the Community's working procedures and for an
increase in the powers of the European Assembly over the
Community Budget.
The Cabinet Took note, with approval, of the statement by the
Chancellor of the Duchy of Lancaster.

4.
THE S E C R E T A R Y OF S T A T E F O R NORTHERN I R E L A N D
said that there was no reason to suppose that the recent outburst
of violence by Protestant extremists in Belfast or the bombing
by the Provisional Irish Republican A r m y in Coleraine represented
a revival of t e r r o r i s m at a heightened l e v e l .
There would, no
doubt, be further incidents during the two weeks leading up to the
elections to the Northern Ireland Assembly; but there were
grounds for hoping that those elections would take place without
undue disturbance, as had the local government elections in May.
But it was difficult to predict their outcome; and i t was unlikely
to be immediately apparent whether the successful candidates
would include a sufficient number willing to co-operate in
creating the new Assembly and making it effective.
The Cabinet Took note of the statement by the Secretary of
State for Northern Ireland.

5.
THE S E C R E T A R Y OF S T A T E FOR E M P L O Y M E N T said
that there appeared to be little scope at present for conciliation
or other action by the Government in the various industrial
disputes in the motor industry.
There was deadlock in the
strike by 4, 500 Chrysler workers at Ryton, Coventry, about
the docking of 1^ hours pay for body-shop men accused of
sub-standard production on 24 May; and the management had
refused to negotiate with union officials until the strikers
returned to work.
Reports that they were seeking a confrontation
with the unions, however, were incorrect; and they w e r e anxious
to retain the goodwill of the substantial minority of workers who
were opposed to the strike.
It might prove possible to promote
negotiations by the weekend.
1

Perkins Engines of Peterborough had decided to close down
their four plants and to lay off the 5, 700 workers who had been
on ar 11 week overtime ban and go-slow in support of a claim for
parity with their colleagues at the parent Massey-Ferguson
tractor plant in Coventry.
Although both parties professed
willingness to resume negotiations, any compromise acceptable
to the unions might well be in breach of the Pay Code; and this
argued against a Government inquiry.
The hopes that the dispute concerning the grading of 80 men at
the British Leyland works at Cowley, which had halted production
and caused 12, 000 workers to be laid off, would be resolved on
the previous day had not been fulfilled, since the company s pay
proposals had been rejected.
1

THE PRIME MINISTER, summing up a brief discussion, said
that the loss of production in the motor industry as a result of
industrial disputes was a matter for increasing concern.
The
public believed that obstinacy was being displayed by both sides
of the industry; and, unless the present disputes w e r e resolved
quickly, the Government would be liable to be criticised for
inactivity.
The Secretary of State for Employment should
therefore keep the disputes under close review and should consider
what action the Government might take if they wore not rapidly
settled.
The Cabinet Took note, with approval, of the summing up
of their discussion by the P r i m e Minister and
invited the Secretary of State for Employment
to be guided accordingly.
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ROLE OF THE
BUILDING
SOCIETIES
Previous
Reference:
CM(73) 22nd
Conclusions,
Minute 7

6.
The Cabinet had before them a memorandum by the
Chancellor of the Exchequer (CP(73) 64) reporting the interim
conclusions of the group of Ministers (GEN 168) who had been
considering future policy towards the Building Societies.
THE C H A N C E L L O R OF THE EXCHEQUER said that the group
had begun by considering possible long-term measures.
Two
major requirements had to be satisfied.
F i r s t , there must be a
steady flow of finance into the mortgage market; second, some
protection against the combined effect of increasing house prices
and unusually high mortgage rates was needed for the most
vulnerable of those who were buying a house for the first time.
The group had considered two possible methods of stabilising
the availability of funds.
The first involved control of the
minimum liquidity ratios to be observed by the Building Societies,
while the second envisaged that the Government, or perhaps an
independent Corporation, would be responsible for calling in and
releasing deposits.
Neither scheme would require an Exchequer
subsidy; and either could, if necessary, be associated with the
short-term control of Building Society interest rates. It would be
desirable to avoid, if possible, legislation which would be complex
and controversial; and discussions with the Building Societies
Association (BSA) had therefore been put in hand in order to
ascertain whether a satisfactory voluntary scheme could be agreed.
A s regards first-time purchasers, two possible approaches had
been considered, both of which would be financed by the Societies
themselves.
The first was an extension of the "low s t a r t "
mortgage schemes, under which gross annual payments began
at a lower but finished at a higher l e v e l than under an orthodox
annuity mortgage.
The second envisaged that an interest-reducing
loan would be available when the mortgage rate exceeded a certain
figure, with a v i e w to reducing the amount of the interest payments
during the first few years of the mortgage.
These possibilities
w e r e also under discussion with the BSA.
A s regards the short-term measures to be taken on expiry of the
present bridging grant, the Ministerial group considered that
informal consultative machinery should be set up with the BSA
to monitor the flow of mortgage funds; and they had also
authorised discussions with the Association in order to explore the
possibility of introducing by the autumn, on a provisional basis,
model mortgage schemes to help first-time purchasers.
Much
would depend on the level at which the mortgage rate was fixed
when the bridging grant ended in July.
Clearing bank deposit
rates had been falling since A p r i l ; and the inflow of investment
funds to the Societies in A p r i l and May had been at a high level.
There were therefore grounds for hoping that the mortgage rate
would be fixed at something less than 10 per cent.
There w e r e
some indications, however, that a section of opinion within the
Building Societies considered that a 10 per cent rate would be
5
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necessary in order to ensure that sufficient funds would be available
to support the housing programme at its present l e v e l .
But for
the reasons indicated in the annex to CP(73) 64 Ministers had
unanimously concluded that the subsidy should not be continued
beyond July, whatever the level of the mortgage rate. If it were
fixed at 10 per cent, the Government would have to announce
publicly the long-term arrangements which they had in mind and
also the plans for the early introduction of model mortgage schemes
to help first-time purchasers.
The mortgage rate was likely to be
fixed at a meeting of the BSA on 12 July.
Discussions with the
Association which had been arranged for 28 June should make it
possible to secure an indication of their probable decision; and
there should then be sufficient time for further representations to
the Societies, if necessary.
In discussion, it was suggested that, although the recent
preliminary exchanges with the BSA had shown that they w e r e
receptive to the proposed long-term and short-term measures
and to proposals for preventing excessive increases in house
valuations, their inability to control their members might prevent
the arrangements envisaged from becoming fully effective.
For
this reason alone it might prove impossible to dispense with
legislation.
Moreover, any arrangements which might be made,
whether voluntary or statutory, might constitute a restrictive
practice and therefore intensify pressure for the Building
Societies to be referred to the Monopolies Commission.
It was
particularly important,that effective steps should be taken to limit
the excessive increase "the house valuations upon which loans by
the Societies w e r e based.
This had been a major factor in the
recent rapid increase in house prices; but there was at present no
effective incentive to the Societies to exercise restraint.
In present
circumstances even the creation of a mortgage shortage might be
preferable to the continued increase in house p r i c e s ; and the
current overload on the construction industry reinforced this
conclusion.
One possible remedy might be to relate the size of
loans to the valuation of houses twelve months previously.
Measures on these or similar lines w e r e particularly urgent in the
context of the present discussions with the Trades Union Congress
and the Confederation of British Industry about counter-inflationary
measures at the end of Stage Two of the pay and prices policy and
of the reported 10 per cent increase in house prices during the
first quarter of 1973.
THE PRIME MINISTER, summing up the discussion, said that the
Cabinet approved the proposals in CP(73) 64 and agreed, in
particular, that there should be no question of any renewal of the
bridging grant when it expired in July. It should be made clear
to the Building Societies as rapidly as possible that, whatever
arrangements might be agreed for the long-term, the Government
would not be prepared in the interim to accept action on their part
6

which would be prejudicial to the development of counter
inflationary policies. A t present the Societies investment rate
was significantly m o r e attractive than the rate offered to savers
by the Government; and there was a v e r y substantial inflow of
investment funds.
The house building programme, however,
was not expanding significantly; and there was therefore a v e r y
r e a l danger that the Societies would fail to apply reasonable
restraint to the valuations upon which loans w e r e based and, as a
result, would initiate a renewed r i s e in house p r i c e s .
The
alleged increase in prices in the first quarter of 1973 was
disturbingly large; and it was important that its accuracy should
be checked.
The Building Societies must be prepared to exercise
restraint in relation both to their interest rates and to the
valuations of houses; and, if they were not willing to do so
voluntarily, urgent consideration should be given to the statutory
powers which it might then be necessary to seek.
Work should
accordingly be put in hand urgently in order to analyse the scope
of legislation for this purpose and to prepare draft legislative
proposals on a contingency basis.
Meanwhile, the Chancellor of
the Exchequer and the Secretary of State for the Environment
should meet the leaders of the Building Society movement at a
v e r y early date, well before the meeting of the BSA on 12 July,
and should leave them in no doubt about the Governments
attitude. He would himself be willing to see the representatives
should this be desirable.
1

The Cabinet 
1.
Took note, with approval, of the P r i m e
Minister's summing up of their discussion.
2.
Invited the Chancellor of the Exchequer, in
consultation with the Secretary of State for the
Environment 
i.
to arrange to meet the leaders of the
Building Society movement, as indicated in
the P r i m e M i n i s t e r s summing up;
ii.
to arrange for urgent consideration to be
given to the scope of legislation on the lines
indicated in their discussion;
and to report the outcome to the Cabinet.
3.
Invited the Chief Secretary, Treasury, in
consultation with the Minister for Housing and
Construction, to examine the validity of the
reported increase in house prices during the
first quarter of 1973.

MEMBERS'
OUTSIDE
FINANCIAL
INTERESTS
Previous
Reference:
CM(73) 7th
Conclusions,
Minute 7

7.
The Cabinet considered a memorandum by the Lord
President of the Council CP(73) 66 about M e m b e r s Outside
Financial Interests.
1

THE LORD PRESIDENT OF THE COUNCIL said that in the
discussions which the Cabinet had authorised him to undertake
with Conservative Members of Parliament there had been
general acceptance that the House of Commons should be invited
to pass a Resolution which would constitute a code of conduct
for Members in relation to the disclosure of personal financial
interests. A code of this kind, which he now proposed should
be confined to the provisions of paragraph ( i i ) of Appendix A to
CP(73) 66, would go some way towards satisfying the requirements
of the present situation.
The general feeling at a meeting of the
1922 Committee on 5 A p r i l , however, had been firmly opposed to
the establishment of a register recording such interests.
Meanwhile, the Parliamentary Labour Party had decided in
favour of a compulsory limited register open to the public,
rejecting a proposal put forward by a Party Committee that such
a register should be available for inspection only by the officers
of the Party and Mr Speaker; and they had recently indicated
that they w e r e now in a position to discuss the matter further
with the Government.
It now appeared essential to establish a register of some kind,
both in order to protect Members themselves against unfair
imputations and also to reassure public opinion, which was
particularly sensitive to the issues involved at the present
juncture. A register on the lines proposed in Appendix B to
CP(73) 66 seemed to be the minimum which would be acceptable
for these purposes.
Its scope was both practical and moderate,
providing for the registration of interests regarded as relevant
to a matter before the House as well as for appointments such as
directorships, etc; and it was based on the voluntary principle.
The proposal would accord to Parliament the respect which was
its due and would at the same time allow for the exercise of a
proper degree of responsibility and discretion on the part of
individual Members.
If the Government did not now make
reasonable proposals of their own on this matter, the initiative
would be lost to the Opposition and pressure would develop for
measures which might well be more repugnant still.
In discussion there was general agreement that the Government
must now take some action.
The nature of the proposed
register, however, presented v e r y considerable problems;
and some concern was expressed that a m e r e l y voluntary register
would not be regarded as adequate by public opinion. It might
therefore be preferable not to propose a register unless it were
compulsory.
M o r e o v e r , the public would not readily accept the
propesed exclusion of normal shareholdings from its scope.
But,
8

if disclosure of shareholdings were to be prescribed, it would be
important, in the interests of reasonable privacy, to establish
that the obligation attached only to Members of Parliament and
did not extend to eg their families.
M o r e o v e r , the proposal for
the recording of interests relevant to a matter before the House
might give rise to difficulty in practice, since Members would
not necessarily appreciate, or be aware, when their interests
became relevant in this respect.
Finally, there was the wider
risk, which might nevertheless have to be accepted, that the
establishment of a register would stimulate public pressure for
the disclosure of other matters, to the point at which the intrusion
into the personal privacy of Members would become wholly
unwarrantable.
In further discussion it was suggested that the interests recorded
in the proposed register would not be regarded as constituting
a wholly new category and that the register might be more
acceptable to Members if it were presented as providing the
opportunity for the recording of interests which under present
practices would be declared by a Member when speaking in the
House.
The register would thus provide a means of assisting
Members in this respect; and this could perhaps be made clearer
if the two proposed Resolutions were amalgamated into a single
Resolution.
THE PRIME MINISTER summing up the discussion, said that the
Cabinet agreed that the L o r d President should now seek to c a r r y
further his discussions with the Opposition in the light of the
points which had been made. In particular, he should seek to
secure their agreement that any r e g i s t e r which might be established
should be voluntary in character.
The definition of the interests
which Members would be able to record in such a register presented
considerable difficulties; but the proposals in Appendix B to
CP(73) 66 appeared to provide a suitable basis for discussion.
The register should be regarded as providing an opportunity for
Members to record interests which they judged to be relevant to
matters with which they w e r e concerned in a Parliamentary
capacity but had no means of disclosing unless they happened to be
speaking in the House. It might be helpful in this respect if the
Resolutions relating to the code of conduct and to the register were
combined; and further consideration should be given to this
possibility.
The Cabinet 
1.
Took note, with approval, of the P r i m e
Minister's srunming up of their discussion.
9
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2.

Invited the Lord President:
i.
to resume his discussions with the
Governments supporters and, in particular,
with the 1922 Committee on the lines proposed
in CP(73) 66;
ii.
to enter into discussions with the
Opposition Parties as indicated in the P r i m e
Minister's summing up;
iii.
to report the outcome to the Cabinet as
soon as possible.

8.
The Cabinet considered a memorandum by the
Secretary of State for Scotland, the Secretary of State for
Wales and the Minister of Agriculture, Fisheries and
Food (CP(73) 67) proposing that regional development grants
should be extended to slaughterhouses.
THE S E C R E T A R Y OF S T A T E FOR SCOTLAND said that the
Ministerial Committee on Regional Policy and the
Environment ( R E ) had recently considered a proposal by the
Agriculture Ministers to extend regional development grants
to slaughterhouses.
The Committee had concluded that
the proposal could not be justified on grounds of regional
policy; and they had invited the Agriculture Ministers to
consider whether any necessary financial subvention for
slaughterhouses could be provided by their Departments.
But it appeared that this was impracticable without fresh
legislation.
The Agriculture Ministers however,
considered that there was a strong and exceptional case for
their proposal.
Expenditure on the construction and
improvement of slaughterhouses in assisted areas had
f o r m e r l y qualified for building grant under the L o c a l
Employment A c t .
Building grants had now been superseded
by regional development grants, for which slaughtering,
being classified as a distributive rather than a manufacturing
trade, was not eligible.
But this classification was based
on the outdated concept of a slaughterhouse as a local facility
provided for the use of retail butchers, whereas modern
slaughtering facilities were increasingly of the "meat factory"
type, designed to satisfy national and export requirements.
Their industrial character v/as recognised both in Northern
Ireland, where slaughterhouses attracted Government aid
under an Industries Development Scheme, and on the
Continent, where slaughtering was included as a manufacturing
activity in the statistical classification of the European
Economic Community (EEC) and slaughterhouses were
eligible for aid under the Community's Agricultural Guidance
and Guarantee Fund (FEOGA) provided that they w e r e also
assisted under national legislation.
Moreover, modern
slaughterhouses attracted processing plants and other
secondary industries and thus offered valuable employment
prospects for the areas in which they were situated; more
slaughterhouses were required to standards approved by the
EEC in order that the livestock industry might take full
advantage of the increased opportunities for export to the
Community and for intervention buying; and improved
facilities for exporting meat in carcass form would reduce
the export of live animals.
In order to meet the concern
expressed in RE about the possible repercussions of the
11

proposal on other distributive industries the activity
qualifying for grant might be restricted to the traditional
process of slaughtering and exclude the more refined preparation
of the meat which modern slaughterhouses also undertook.
Both in the meat trade and among the Government s supporters
there had been concern in the past about the difficulty of
finding capital for private enterprise to develop new -slaughter 
house facilities; and a strong reaction must be expected if it
w e r e now to appear that slaughterhouses were to cease to qualify
for assistance from regional development funds. F o r all these
reasons it would be appropriate that slaughterhouses should be
made eligible for regional development grants by means of a
Variation Order which would appropriately define the activity.
Is?., discussion the advantages of encouraging modern slaughtering
facilities and the development of slaughterhouses to EEC
standards w e r e recognised.
Past experience gave little support
to the view that these developments would take place without
some measure of assistance from the Government; and the
possibility of securing aid from FEOGA funds might sufficiently
distinguish this case from other contenders for regional
development grant.
On the other hand RE had considered that
to seek to assist slaughterhouses by means of regional
development grants would be inconsistent with the objective of
the Industry A c t , which was essentially to attract to the assisted
areas industry which had a genuine choice of location.
The fact
that the economics of meat production now encouraged the
location of slaughterhouses in the producing regions, which
covered large parts of the assisted areas, might indeed make
such an inducement unnecessary; and the expenditure involved
in the proposal, amounting to £1 million over five years, might
be better deployed in other ways to stimulate employment in the
assisted areas. A restricted definition of the activity qualifying
for grant would be difficult to defend; and to concede this case
would inevitably stimulate pressure for similar treatment from
other industries, particularly seed processing, fish filleting and
tyre repairing.
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet recognised the desirability of securing modern
slaughterhouse facilities.
But, in view of the objections to the
use of the Industry A c t for this purpose, the Agriculture Ministers
should consider further, with the Chief Secretary, Treasury, the
possibility of providing any necessary measure of Government
assistance from agricultural funds.

12

The Cabinet Invited the Secretaries o£ State for Scotland and
Wales and the Minister of Agriculture, Fisheries
and Food, in consultation with the Chief Secretary,
Treasury, to consider ways in which assistance for
the development of slaughterhouse facilities could
be provided from agricultural funds.

Cabinet Office
14 June 1973
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THE CABINET

1.
On the third anniversary of the Governments assuming
office the P r i m e Minister thanked all bis colleagues for their
loyal co-operation in the successful implementation of the
Governments programme and policies.

OVERSEA
AFFAIRS

2.

The Cabinet considered the situation in Rhodesia.

The Cabinets discussion and the conclusions reached
a r e recorded separately.
Rhodesia
Previous
Reference:
CM(72) 48th
Conclusions,
Minute 1

3.
THE LORD PRESIDENT said that he had considered,
in the light of the Cabinet's recent discussion, the form of the
Motion about the new Parliamentary building which would
best discharge the Governments undertaking to enable the
House of Commons to reach a decision on this matter while
not committing the Government to undertake the project in
any particular form in the immediate future.
A s a result
he proposed to table a Motion "That this House approves the
construction of the proposed new Spence/Webster Parliamentary
building in due c o u r s e " but to arrange for an amendment to
be proposed at the same time, substituting "a new
Parliamentary building for "the proposed new Spence/Webster
Parliamentary building".
If this amendment was debated
before the substantive Motion, the Governments purpose
should be achieved.
,:

In discussion it was suggested that, if the amendment was
carried and the substantive Motion was accordingly not
debated, those Members who favoured the Spence/Webster
building might feel that they had been deprived of the
opportunity to express their view.
It would therefore be
preferable to table two Motions, one in terms of the Spence/
Webster building, the other in terms of "a new
Parliamentary building", and to arrange for them to be
debated together.

Cabinet Office
19 June 1973
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CABINET

CONFIDENTIAL ANNEX
CM(73) 32nd Conclusions, Minute 2
Tuesday 19 June 1973 at 10, 30 am

OVERSEA
AFFAIRS

The Cabinet had before them a Note by the Secretary of State
for F o r e i g n and Commonwealth Affairs (CP(73) 69), discussing
the prospects for a settlement in Rhodesia and the need to
maintain sanctions if a settlement could not be achieved.

Rhodesia
Previous
Reference:
CM(72) 48th
Conclusions,
Minute 1

THE FOREIGN AND C O M M O N W E A L T H S E C R E T A R Y said that
there was now no possibility of a settlement on the basis of the
1971 proposals.
There w e r e some indications, however, that
relatively small modifications to those proposals might satisfy
a large section of African opinion; and this view vended to be
confirmed by a letter which he had recently received from
;
Bishop Muzorewa, who seemed to be supported by a majority of
the African National Council ( A N C ) , putting forward proposals
which w e r e not unreasonable in themselves.
But Mr Ian Smith,
the leader of the Rhodesian r e g i m e , continued to insist that the
Africans must accept the 1971 proposals as they stood,
justifying his attitude on the grounds that most sensible Africans
had modified their views since the P e a r c e Commission tested
Rhodesian opinion in that year but w e r e prevented by ANC
intimidation f r o m openly declaring that they would now accept
the proposals.
He had provided no evidence, however, to
substantiate this claim; and he had m e r e l y suggested that, if the
F o r e i g n and Commonwealth Secretary visited Rhodesia, arrange
ments would be made for him to meet a number of "responsible"
Africans who would express to him privately their support for a
settlement on the 1971 basis.
This suggestion was c l e a r l y
unacceptable.
But the Governments supporters would not be
content that the Government should appear to remain wholly
inactive; and it might therefore be helpful if the Permanent
Under Secretary of State, Sir Denis Greenhill, visited Rhodesia
later that week in order to convey a considered reply to
M r Smith's proposal and to assess the local situation at first hand.
The v i s i t must be conditional, however, on Mr Smith s agreeing
that Sir Denis Greenhill should be enabled to have discussions with
Bishop Muzorewa and other leading Africans as well as with
members of the regime in Salisbury.
1

But, although thin visit could contribute to the m o r e convincing
presentation of the Governments policies it was unlikely to reveal
any r e a l flexibility in Mr Smith s attitude or, therefore, any
immediate prospect of progress towards a settlement.
If so,
there would be no effective alternative to renewing sanctions in
the following November; and it would be important to prepare
the way, by private discussions with the Governments supporters,
for an announcement to this effect on about 12 July.
1

THE PRIME MINISTER, summing up a short discussion, said that,
subject to any reconsideration which might be required in the
light of Sir Denis GreenhillS visit to Rhodesia, the Cabinet
approved these proposals in principle.
It was important, however,
that the regime in Salisbury should not be allowed to form the
impression that the Foreign and Commonwealth Secretary would be
prepared to visit Rhodesia on the ambiguous basis which Mr Smith
had proposed; and the terms of the message which it was
proposed that Sir Denis Greenhill should convey to M r Smith
should be reconsidered from this point of view.
The
Governments supporters might be more reluctant to contemplate
the renewal of sanctions than in previous years; but the majority
of them would probably accept it on broad grounds of national
interest.
The Cabinet Took note, with approval, of the P r i m e M i n i s t e r s
summing up of their discussion.

Cabinet Office
19 June 1973
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PARLIAMENTARY
AFFAIRS

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

Publication of
Parliamentary
Papers

The Cabinet w e r e informed that the publication of Parliamentary
papers was being seriously delayed as the result of strike action by
the printing workers.
The latter had been offered the maximum
increase which was permissible under Stage 2 of the Governments
counter-inflationary policies; but they were seeking to insist on an
improved offer.
The dispute had already been in progress for
some time; and there was a danger that it might spread.
Copies
of the Official Reports were now appearing some days in a r r e a r ;
and Order Papers and other Parliamentary documents were also
being delayed.
The conduct of Parliamentary business would be
seriously impeded if the present situation persisted: and progress
with legislation would become particularly difficult if, for example,
Parliament were asked to proceed with the Report Stage of a B i l l
in the absence of any record of the proceedings at Committee Stage.
It would probably become necessary, therefore, to make an early
announcement about the introduction of emergency printing
arrangements similar to those which had been made in 1969.

0

Debate on
Immigrants

THE HOME S E C R E T A R Y informed the Cabinet that some difficulty
was to be expected in dealing with the debate which was to take
place on 26 June about the position of certain immigrants.
While
public sympathy for illegal immigrants in general was limited,
considerable opposition had been expressed in a number of quarters,
including the Race Relations Board and the Community Relations
Commission, to the retroactive provisions of the Immigration Act,
1971. The recent decision by the House of Lords confirmed that
the Act did not protect immigrants who had entered the United
Kingdom illegally, even though previously an illegal immigrant
who had successfully escaped detection for six months had been
immune from deportation. I t could be expected that there would
be some unfavourable repercussions in the field of race relations;
and it was unfortunate that specific attention had not been drawn to
the retroactive provisions when the A c t was being considered by
Parliament.
But it was necessary, both on m e r i t s and for
presentational reasons, firmly to maintain the Governments
position; and he proposed to do so in the forthcoming debate, while
making it clear that he would consider, individually and on its
m e r i t s , each case in which deportation was proposed.

Maplin
Airport

The Cabinet considered a number of presentational matters
connected with the development of the Maplin airport.

Previous
Reference:

It was reported that the Maplin Development Bill was due to be
considered on Second Reading in the House of Lords on 26 June
and that it was intended at an appropriate later stage to move an
amendment which would require the Secretary of State for the
Environment, before approving the letting of a reclamation contract,
to lay before Parliament a report on certain technical matters
relevant to the decision whether development should proceed.
This would be open to debate; and there would therefore be an
opportunity for the project to be described, and the case for it to
be set out in detail, before a final decision was taken.
The
Government would have a fairly wide range of choice as regards
the timing of such a debate, since much still had to be done before
a contract could be let; and in the meantime it could be stressed
that the Maplin Development B i l l was only a procedural Measure,
the enactment of which would not in itself imply any final decisions
about the nature or timing of future developments at Maplin, On
the other hand, it might be desirable that the public should be given
at an early date a full and balanced account of the Governments
proposals and of the reasons for them.
The forthcoming
developments at Maplin were likely to be increasingly in the public
eye, as a result of, for example, the publication in the near future
of consultative documents about the access roads and the associated
New Town and of the report of the Nugent Committee on Defence
Lands, which contained a recommendation that the remaining
defence facilities at Shoeburyness should be removed to Tain.
M o r e o v e r , public opinion was becoming increasingly critical of
the Maplin project, partly in terms of the expenditure involved
but even m o i e on the grounds that an airport at Maplin was no
longer necessary.
It was important that these doubts should be
convincingly answered.
Moreover, there were other sources of
public anxiety which should, if possible, be removed - for example,
the allegation that the new road and rail links would involve the
destruction of unacceptably large numbers of houses; and the
suspicion that the Government were considering the development of
l a r g e - s c a l e port facilities at Maplin which would confer unreasonably
large benefits on the south east at the expense of other regions.

CM(73)^e^r 31^1Conclusions,
Minute /J
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THE PRIME MINISTER, summing up the discussion, said that the
Cabinet agreed on the need to r e - p r e sent the project as a whole to
public opinion at the most appropriate point. He would consider
further how this might best be done.
The Cabinet Took note, with approval, of the P r i m e Minister's
summing up of their discussion,

OVERSEA
AFFAIRS

China

Nigeria

*

2.
THE FOREIGN AND COMMONWEALTH SECRETARY
said that the recent v i s i t to London of the Chinese Minister for
Foreign A f f a i r s , Mr Chi Peng-fei, had been successful and had
usefully prepared the way for a visit by the P r i m e Minister to
China at a later date.
Mr Chi Peng-fei had not pressed the issue
of official Chinese representation in Hong Kong.

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that
the State Visit to the United Kingdom by the Head of State of
Nigeria, General Gowon, had also gone well.
General Gowon
was currently Chairman of the Organisation of African Unity;
and his visit was, therefore, particularly timely.
Rhodesia
remained the key issue in our relations with Nigeria; but
discussion of it during the Visit had not given rise to difficulty.

Iran

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that
on the occasion of his recent v i s i t to Tehran for the meeting of
the Central Treaty Organisation he had had a useful meeting with
the Shah of Iran.
Our relations with Iran were good; and there
were prospects of considerable sales of a r m s .
The Shah was
concerned about the situation in Iraq, where Sovist influence
was strong.
Iran's relations with Saudi Arabia and the United
A r a b Emirates had somewhat recovered from the low point marked
by the Iranian seizure of the Tunbs Islands.

North Atlantic
Treaty
ganisation

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that at
the recent meeting of the North Atlantic Treaty Council in
Copenhagen there had been no disposition among the members

t

(including the United States themselves) to endorse the e a r l i e r
United States proposal that all the various elements - defence,
economic and monetary - in the relationship between the United
States and Europe must be dealt with within a single conceptual
framework.
He had not come under heavy pressure from the allies on the
question of our Icelandic policy; and it was clear from his exchanges
with the Icelandic F o r e i g n Minister, Mr Augusstson, that the
Icelandic Government would not support any assurances by the
Secretary-General of N A T O , Dr Luns, to the effect that, if we
withdrew the ships of the Royal Navy which were at present
patrolling the fishing grounds in dispute, the Icelandic gunboats
would not resume their harassment of our t r a w l e r s .
For the
present, therefore, there seemd no alternative to continuing our
policy of providing naval protection for the t r a w l e r s .
3

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

4

EUROPEAN
COMMUNITY
AFFAIRS

^

3.
THE CHANCELLOR OF THE DUCHY OF L A N C A S T E R
said that the Council of Ministers (Agriculture) of the European
Economic Communities (EEC) had reached agreement at their
meeting on 18-19 June on a satisfactory agricultural content for
an agreement between the EEC and the countries bordering the
Mediterranean.
A meeting of Transport Ministers which was to
have been held in the following week had been cancelled when it
had become plain that French intransigence in insisting that the
issue of the weights and dimensions of commercial vehicles must
be discussed would make any r e a l progress towards a common
transport policy impossible at this stage.
The EEC Commissioner responsible for competition policy,
M Borschette, was to visit London that day for further discussions
about the de-limitation of those areas in the United Kingdom
("central" areas) within which there would be an upper limit on the
l e v e l of State aids given to any project.
The Ministerial Committee
on Europe had agreed that in these discussions we should seek to
insist on arrangements for the United Kingdom which would both
enable us to maintain our present measures of regional assistance
unimpar^ed and would avoid any formal distinction between
different parts of our present Development A r e a s which would
result in some being designated as "central" and hence equated
with the richest parts of the E E C .
The Committee had also agreed
that the most favourable solution from our point of view would provide
that our non-assisted areas and Intermediate areas would be
designated as "central" while the rest of the United Kingdom would be
given some other designation which would recognise the nature of
our problem areas and would allow us to continue to assist them on
the present scale. Even if such a solution was generally acceptable
to M Borschette, however, he might still press that some part of
the United Kingdom should be designated as "peripheral".
The
Committee had been unable to agree whether in that case we might
concede that Northern Ireland should be so designated, since some
Ministers believed that it would be difficult to defend any division
of our problem areas into different categories even if none of them
was made "central".
In discussion it was suggested that a distinction of designation
between Northern Ireland and the problem areas of Great Britain
(including Scotland and Y/ales) could readily be defended.
It would
be equally acceptable in Northern Ireland that the Province should
be treated in the same way as the rest of the United Kingdom or
that it should be designated as "peripheral" if that would make it
easier to reach agreement with the Commission.

wf
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THE PRIME MINISTER, summing up the discussion, said that it
would be preferable that Northern Ireland should be treated in the
same way as the rest of the United Kingdom in terms of the d e 
limitation of areas for the purposes of controlling State aids.
But its designation as " p e r i p h e r a l " if essential to achieve a
settlement, might be acceptable.
The Cabinet Took note, with approval, of the P r i m e Minister's
summing up of their discussion.

6

4
NORTHERN
IRELAND

4.
THE SECRETARY OF S T A T E FOR NORTHERN I R E L A N D
said that the Provisional Wing of the Irish Republican A r m y would
probably attempt to raise the l e v e l of violence in the period leading
up to the forthcoming elections to the new Assembly in Northern
Ireland; but there were grounds for hoping that the polling day
itself would not be unduly disturbed. It was impossible to predict
the outcome of the elections with any confidence.
But it was not
impossible that they would result in an Assembly in which a majority
of the members would co-operate in making our constitutional
proposals effective.
The Cabinet Took note of the statement by the Secretary
of State for Northern Ireland.

t
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5.
THE S E C R E T A R Y OF S T A T E FOR E M P L O Y M E N T said
that the dispute about grading which had caused 12, 000 workers at
the British Leyland works at Cowley to be laid off had now ended.
The men directly affected had accepted pay proposals which they
had e a r l i e r rejected.
The dispute which had led the management of Perkins Engines of
Coventry to close their works might be resolved later that day if
national officials of the Amalgamated Union of Engineering Workers
could persuade the local shop stewards to accept proposals for a
settlement which had been agreed with the management on the
previous day.
An attempt by the L o r d Mayor of Coventry on the previous day to
overcome the deadlock in the strike by Chrysler workers at Ryton
had failed.
Although this initiative had led to the resumption of
negotiations, the unions had subsequently rejected a proposal by
the company to defer for three months, and to make subject to
satisfactory performance, the payment of fall-back and holiday pay
to those of the men held most directly responsible for sub-standard
production.
There was now a serious risk that the strike action
would spread throughout the Chrysler Group; and he therefore
proposed to meet the Managing Director of Chryslers later that
day in order to discuss the steps which the company might now take
to prevent a further deterioration in the situation, A debate on a
Private M e m b e r ' s Motion on Industrial Relations in the Motor
Industry was due to take place in the House of Commons on the
following Monday; and, unless an end to the dispute was in sight
by then* it would be necessary to consider the desirability of setting
up an inquiry.
The Cabinet Took note of the statements by the Secretary
of State for Employment,

6,
The Cabinet considered a memorandum by the Secretary of
State for the Environment (CP(73) 71) about the position of Clay Cross
Urban District Council and the implementation of the Housing
Finance A c t .
T H E SECRETARY OF S T A T E FOR THE ENVIRONMENT said that
the hearing of the Clay Cross councillors' appeal against their
surcharge by the District Auditor for losses incurred as a result of
failure to implement the Housing Finance A c t had now been fixed for
9 and 10 July. If their appeal were dismissed, they would become
disqualified for office.
The constitution of a fresh council,
however, was affected by legislative provisions whereby certain
elections to fill casual vacancies were at present suspended.
But
this suspension would cease to have effect in a number of areas,
including Clay Cross, once an Order establishing successor parish
councils had been made and brought into operation. Such an Order
was now necessary in order to give effect to recommendations
recently received from the Local Government Boundary Commission.
If new councillors were elected at Clay C r o s s , however, they
would probably pursue the same policies as the present councillors
and refuse to implement the Housing Finance A c t .
The making of
the Order could be deferred; but such a course would be difficult to
justify.
If elections could not be held, it would be open to
Derbyshire County Council to appoint a substitute council. But they
were not under any obligation in this respect; and they might either
refuse to co-operate or ask for a Housing Commissioner to be
appointed before they appointed a council for the other functions of
the local authority.
In the circumstances it would probably be
preferable not to defer the making of the Order,
The appointment
of a Housing Commissioner should be considered, however, if the
councillors lest their appeal.
This step had previously been
avoided; but, if it were taken at once, it would serve to prevent
the new councillors from repeating the process of defiance.
In discussion there was general agreement that an unfortunate
situation might arise in Clay Cross if the Order establishing
successor parishes were not made.
The vacancies resulting from
the disqualification of all the councillors would remain unfilled; and,
since Derbyshire County Council would probably not agree to appoint
a substitute council, there would not be an authority to administer
the services entrusted to the council of the Urban District of Clay
Cross,
"While there was a risk that the appointment of a Housing
Commissioner at Clay Cross might encourage other local authorities
to believe that, if they were recalcitrant, they would in future be
able to divest themselves of responsibility for implementing the
Housing Finance Act, the Clay Cross councillors would be seen to
have suffered a defeat if they lost their appeal; and this should deter
other authorities from adopting a similar attitude of defiance.
It
9

could be argued that to appoint a Commissioner forthwith would not
allow opportunity for the new councillors to adopt a more
responsible attitude. On the other hand it would be preferable that
they should not be given the chance to repeat the defiance of their
p r e d e c e s s o r s . In Wales Housing Commissioners had been
successfully appointed e a r l i e r in the year, both at Merthyr Tydfil
and at Bedwas and Machen.
THE P R I M E MINISTER, summing up the discussion, said that the
Cabinet agreed that, if the Clay Cross Councillors failed in their
appeal and thus became disqualified, a Housing Commissioner
should be appointed forthwith.
Such an appointment should only be
needed, however, until 1 A p r i l 1974, when the new district council
which would be established under the reorganisation of local
government would become responsible for implementing the Housing
Finance A c t .
The Order to give effect to the Local Government
Boundary C o m m i s s i o n ^ recommendations in relation to successor
parishes should be made forthwith and should be brought into
operation at an early date.
Further rent increases were due to be made in October; and,
although it would be right in principle to adhere to the policy in
this matter which the Government had so far pursued with success,
it might be desirable that the Committee on Counter Inflationary
Measures should consider the implications of the forthcoming
increases before any public statement about them was made.
The Cabinet 
1.
Took note, with approval, of the P r i m e
Minister's summing up of their discussion.
2.

Invited the Secretary of State for the Environment 
i.
l;o arrange for the Order relating to
successor parishes to be made forthwith and to
be brought into operation at an early date;
ii.
if the Clay Cross councillors lost their
appeal, to arrange for a Housing Commissioner
to be appointed forthwith.

3.
Invited the Chancellor of the Exchequer to
arrange for the Committee on Counter Inflationary
Measures to consider the implications of the
increases in council house rents which w e r e due
to be made in October.
10

*THE E L E C T R I C A L
ENGINEERING
INDUSTRY

7.
The Cabinet considered possible developments in the
electrical engineering industry.
Their discussion, and the
conclusions reached, are recorded separately.

Cabinet Office
21 June 1973
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THE E L E C T R I C A L THE CHANCELLOR OF THE EXCHEQUER recalled that at their
meeting on 2 November, 1972, the Cabinet had agreed that the
ENGINEERING
Reyrolle Parsons group ( R P ) , a major employer in the North East
INDUSTRY
then under threat of liquidation, should receive Government support
under stringent conditions until its long-term future could be
Previous
settled. A t that time Messrs N M Rothschild were examining the
Reference:
group's position.
Their report had subsequently concluded that
CM(72) 48th
Conclusions,
R P was not viable in its present form and that a major
Minute 5
reconstruction was required; and, although R P had contested
these findings, they had conceded that they must be associated with
a larger group in order to ensure greater financial stability.
The
three possibilities which had now emerged were a takeover by the
General Electric Company (GEC); by a consortium of Clark-Chapman/
John Thompson, Hawker Siddeley and British Insulated Callenders
Cables; or by Westinghouse E l e c t r i c .
There had been no support
for an association with other companies in Europe. Neither of the
solutions involving British companies had been pressed with much
vigour; and each would involve substantial support, of the order of
£10-£20 million, from the Government,
The Ministerial
Committee on Economic Policy ( E P C ) had accordingly concluded
that a takeover of R P by Westinghouse Electric was acceptable in
principle, subject to satisfactory assurances about employment, in
view of the large number of jobs at stake in the North East and in
Scotland, and about the role which R P would play in the
Westinghouse organisation, with particular reference to research
and development.
The Westinghouse Board had not yet decided in
favour of the takeover; and they might seek corresponding
assurances from the Government about their status in the United
Kingdom, particularly with reference to their freedom to tender
for contracts for power station o r d e r s .
They were aware that the
Government would not allow them to compete with the new nuclear
design and construction company for United Kingdom orders for
nuclear islands; but they would be able to compete for contracts

for ancillary equipment, such as turbo-generators, for nuclear
power stations. The Westinghouse main Board were due to
discuss the possible takeover on 27 June; and it would be helpful
if the Minister for Industrial Development could be in a position by
then to give them an indication of the G o v e r n m e n t s attitude.
In discussion it was pointed out that Westinghouse had already been
prevented from further expansion in the French market and that in
the longer t e r m they intended to meet demand in Canada solely
from their Canadian plant.
There might therefore be a danger
that the activities of R P under Westinghouse control would be too
heavily concentrated on the United Kingdom market and so result
in redundancies among the work forces of other British
manufacturers of heavy electrical equipment. It would therefore
be desirable to obtain assurances, if possible, that R P would
continue to be able to compete for contracts in the European
Economic Community ( E E C ) , the United States and Canada.
The
Government, however, could influence to a considerable extent
through the electricity generating boards the allocation of orders
between different manufacturers; and it was known that one of
Westinghouse^ objectives in seeking to acquire R P was to obtain
a further base for expansion within the E E C .
There was, indeed,
some risk of a critical reaction from other members of the EEC to
this extension of Westinghouse's European activities; and our posts
abroad should be fully briefed to deal with any questions of this kind
which might arise if the Westinghouse takeover of R P became
effective.
THE P R I M E MINISTER, summing up the discussion, said that the
Minister for Industrial Development should inform Westinghouse
before their Board meeting on 27 June that the Government were
prepared to endorse the proposed takeover in principle, subject to
their providing satisfactory assurances in particular about their
policy towards employment in R P factories and the maintenance of
adequate research and development capacity in the United Kingdom.
Thereafter, the Minister should negotiate the required assurances
with Westinghouse, in consultation, as necessary, with the
Secretary of State for Employment and other Ministers concerned.
If the takeover were successfully accomplished, there might well
be public criticism that a further major British company had passed
under United States control, particularly in view of the current
disquiet about the Chrysler dispute; and the Minister for Industrial
Development should therefore keep in close touch with the Home
Secretary throughout the negotiations with a view to ensuring the
most effective public presentation of the reasons which had led the
Government to accept the takeover.

2

The Cabinet 
1.
Took note, with approval, of the summing
up of their discussion by the P r i m e Minister.
2.

Invited the Minister for Industrial Development 
i.
to inform Westinghouse Electric that
the Government had no objection in principle
to their proposed takeover of Reyrolle Parsons;
ii,
in consultation with the Home Secretary,
the Secretary of State for Employment and other
Ministers concerned, to negotiate with
Westinghouse Electric satisfactory assurances
on the points mentioned in discussion.

Cabinet Office
21 June 1973

3

THIS DOCUMENT IS THE P R O P E R T Y OF HER BRITANNIC MAJESTY'S GOVERNMENT

CM(73) 34th
Conclusions

COPY NO
CABINET

CONCLUSIONS of a Meeting of the Cabinet
held at 10 Downing Street on
THURSDAY 28 JUNE 1973
at 11. 30 am.-.
PRESENT
The Rt Hon Edward Heath M P
P r i m e Minister
The Rt Hon Sir A l e c Douglas-Home M P
Secretary of State for Foreign and
Commonwealth Affairs

The Rt Hon Lord Hailsham of St Marylebone
Lord Chancellor

The Rt Hon William Whitelaw M P
Secretary of State for Northern Ireland

The Rt Hon L o r d Carrington
Secretary of State for Defence

The Rt Hon Robert Carr M P
Secretary of State for the Home
Department

The Rt Hon James P r i o r M P
Lord President of the Council

The Rt Hon Sir Keith Joseph M P
Secretary of State for Social Services

The Rt Hon Geoffrey Rippon QC M P
Secretary of State for the Environment

The Rt Hon Margaret Thatcher M P
Secretary of State for Education and
Science

The Rt Hon Gordon Campbell M P
Secretary of State for Scotland

The Rt Hon Peter Walker M P
Secretary of State for Trade and Industry

The Rt Hon P e t e r Thomas QC M P
Secretary of State for Wales

The Rt Hon Maurice Macmillan M P
Secretary of State for Employment

The Rt Hon Joseph Godber M P
Minister of Agriculture, Fisheries and
Food

The Rt Hon Sir Geoffrey Howe QC M P
Minister for Trade and Consumer

The Rt Hon Lord Windlesham
Lord P r i v y Seal

THE F O L L O W I N G WERE A L S O PRESENT
The Rt Hon Patrick Jenkin M P
Chief Secretary, Treasury (Item l )

The Rt Hon Francis Pym M P
Parliamentary Secretary, Treasury

The Rt Hon The E a r l St Aldwyn
Captain, Gentlemen-at-Arms (Item 1)
SECRETARIAT
The Rt Hon Sir Burke Trend
Sir John Hunt
Mr H F T Smith
Mr P Benner
M r I T Lawman
Mr D Evans
CONTENTS
Item
1.

2,

3.

4.

Subject
PARLIAMENTARY AFFAIRS

Page
1

National Health Service Reorganisation B i l l

1

Publication of Parliamentary Papers

1

Legislative Programme 1973-74

2

OVERSEA A F F A I R S
French Nuclear Tests

3

Rhodesia

3

EUROPEAN COMMUNITY A F F A I R S
Regional Aids

4

Council of Ministers

4

Sugar Refining Margin

5

New Zealand

5

NORTHERN I R E L A N D

7

II

Subject
INDUSTRIAL A F F A I R S
French Nuclear Tests
Industrial Relations Act
Counter-Inflation P o l i c y
The Motor Industry
Cammell Laird

4
PARLIAMENTARY
AFFAIRS

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

National
Health
Service
Reorganisation
Bill

The Cabinet considered the tactics to be adopted in seeking to
r e v e r s e the amendment removing the power to make any charge
for family planning services, which had been adopted by the House
of Lords on consideration of the Commons amendments to the
National Health Service Reorganisation Bill.
Opinion in the House
of Commons about the merits of this issue was divided, not wholly
on Party lines.
Theise appeared to be general agreement, however,
that the primacy of the House of Commons in relation to financial
matters must be maintained; and this attitude was likely to be
relevant to the consideration not m e r e l y of the present amendment
but also of an alternative amendment which it appeared might
subsequently be moved in the House of Lords, providing for the
continuance of a free family planning service in any local authority
area in which it was provided without charge at the time when the
B i l l came into effect at the cost of additional public expenditure of
the order of £500,000 a year.
In the House of Lords the majority
view held that, on merits^ family planning services provided by the
National Health Service should be entirely f r e e ; but on the
constitutional issue there was general acceptance of the impropriety
of seeking in the last resort to challenge the primacy of the House of
Commons in financial matters. In these circumstances it was
tactically desirable that the forthcoming debate in the House of
Commons, together with any subsequent debate in the House of
Lords, should be directed primarily not to the relative merits
of the arguments for and against charging for family planning but
to the constitutional issues which had been raised.
In the light of
this conclusion the Secretary of State for Social Services and the
Chief Whip should consider how the debate in the House of Commons
could best be managed.

Previous
Reference:
CM(73) 15th
Conclusions,
Minute 3

Publication
of
Parliamentary
Papers
Previous
Reference:
CM(73) 33rd
Conclusions,
inute 1
M

The Cabinet were informed that difficulties continued to be
encountered in connection with the printing and publication
of Parliamentary papers.
The employees concerned, whose
weekly earnings were already in the range £75-£90 when Parliament
was sitting, were claiming increases of pay well above the amounts
permissible under the Pay Code.
The Pay Board might consider,
during the following week, making an Order requiring them to desist
from industrial action; but 14 days notice of such an Order would
have to be given and it could not therefore come into operation before
mid-July.
Legal action might subsequently be considered under the
Counter-Inflation Act; but it could scarcely be effective before the
1

t
middle of August,
There was likely to be little public sympathy for
the printing workers, particularly in view of their already high
average earnings. But legal action under the Counter-Inflation
A c t seemed likely to be counter-productive, while any attempt to
make arrangements on a permanent basis for Parliamentary documents
to be printed elsewhere - perhaps outside the United Kingdom - was
likely to have unfavourable repercussions on industrial relations
generally.
The position would be kept under careful review; but
it seemed best at least for the time being, to rely on the existing
emergency arrangements, which had so far proved adequate to
prevent any unacceptable interruption of Parliamentary business.
a

Legislative
Programme
1973-74
Previous
Reference:
CM(73) 22nd
Conclusions,
Minute 9

THE P R I M E MINISTER referred to a report on the preparation of
legislation for the next Session of Parliament, which the Lord
President of the Council had recently addressed to all members
of the Cabinet.
P r o g r e s s so far had been disquietingly slow; and
there was now a danger that the number of B i l l s ready for introduction
into both Houses of Parliament early in the next Session would be
insufficient to secure the orderly management of the G o v e r n m e n t s
legislative programme.
At the present stage of the year the demands
on the Parliamentary draftsmen were relatively light; and it was
important that Ministers contemplating legislation should take
advantage of this opportunity by ensuring that agreement was
reached on any outstanding policy issues, and that the preparation
of drafting instructions was completed, at the earliest possible
moment.
Ministers should also arrange that all questions requiring collective
consideration by the Cabinet or one of its Committees should now be
submitted as rapidly as possible in order to anticipate an excessive
concentration of business on the eve of the Parliamentary R e c e s s ,

2

t
OVERSEA
AFFAIRS
French
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2,
THE FOREIGN AND COMMONWEALTH SECRETARY said
that the French Government had refused to comply with an interim
injunction by the International Court of Justice restraining them from
conducting a series of nuclear tests in the Pacific Ocean in the near
future.
As a result we were coming under renewed pressure to
make a formal protest to them on this issue. It should suffice,
however, to maintain our public contention that they were already
well aware of our v i e w s .

THE FOREIGN AND COMMONWEALTH SECRETARY said that the
Permanent Under Secretary of State, Sir Denis Greenhill, had met
both M r Ian Smith, the leader of the Rhodesian r e g i m e , and
Bishop Muzorewa of the African National Council in the course
of his recent visit to Rhodesia.
There were some signs that both
parties might be beginning to realise that they must make a fresh
effort to reach an accommodation.
Sanctions were having some
effect on the Rhode sian economy; and the recent outbreak of African
t e r r o r i s m was making an even greater impact on local opinion,
Mr Smith had agreed to discuss the situation with Bishop Muzorewa
in the near future.
The modifications to the 1971 proposals which
the Bishop had in mind appeared to be fairly modest; but
Sir Denis Greenhill had advised him to concentrate initially
on trying to establish a satisfactory personal relationship with
Mr Smith and not to press his proposals at the outset.
The Cabinet Took note, with approval, of the statements by the
Foreign and Commonwealth Secretary.

3.
THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said
that the Commission of the European Communities had now agreed
on the application to the United Kingdom of the Community system of
" c e n t r a l " and " p e r i p h e r a l " areas for the limitation of State aids to
industry.
The Commission decision was satisfactory.
Our nonAssisted A r e a s and Intermediate A r e a s would be designated as
" c e n t r a l " and the rest of the United Kingdom would be unclassified,
A s a result we should be able to continue our present levels of aid.
The Commission had also given an assurance that they would give
sympathetic consideration to derogations to meet the special problems
of steel closures in the Intermediate A r e a s ,
It had been agreed that
there should be no public reference to this decision until it had been
formally addressed to the Council of Ministers; and we must
therefore defer any comment until this step had been taken,
THE PRIME MINISTER, summing up a brief discussion, said
that the Cabinet agreed that the solution proposed by the Commission
was satisfactory.
Once the proposal had been formally addressed to
the Council it would be necessary for a statement to be made 5a
Parliament,
Further consideration should be given to its most
appropriate timing.
The Cabinet L
Took note, with approval, of the P r i m e
M i n i s t e r s summing up of their discussion.

THE FOREIGN A N D COMMONWEALTH S E C R E T A R Y said that
the Council of Ministers, at their meeting on 25-26 June, had
approved a document defining the approach of the Community
to the forthcoming multilateral trade negotiations.
This was
a significant achievement; and the document should provide a
satisfactory basis for the further preparatory work which would
be required.
The Council had also discussed Community relationships
with those developing countries which would be parties to negotiations
on a new Association Agreement,
There were some signs that the
Council were beginning to appreciate that it would be preferable to
refrain from pressing the developing countries to provide reciprocal
trade advantages to the Community unless they were willing to do so.
The Cabinet 
2,
Took note, with approval, of the statement
by the Foreign and Commonwealth Secretary.

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that
he had just learned that the Commission proposed to rule that the
subsidy paid to our refiners of cane sugar was incompatible with
the Treaty of Rome.
We had introduced this subsidy following the
failure of the Agricultural Council in January to agree on
transitional arrangements for sugar which would allow an
adequate margin for our cane sugar refiners.
The arrangement
was politically important since, without an adequate margin, the
refiners would be unable to fulfil the commitments into which the
Government had entered with the developing countries of the
Commonwealth Sugar Agreement.
We had repeatedly canvassed
our views on this subject with the Commission; but they appeared
to have decided to bring the matter to a conclusion without more ado.
Urgent messages had accordingly been sent to the two British
Commissioners, reiterating our case, emphasising the political
importance of the subject and suggesting that it would be better to
avoid precipitate action. In addition, the United Kingdom Permanent
Representative had been instructed to give the same message to the
Commissioner responsible for agriculture.
THE PRIME MINISTER, summing up a brief discussion, said that
it would be necessary to give further thought to our policy.
We
could raise the subject in the Council; or we could allow events
to take their course, continue to pay the subsidy and then defend
our position as necessary before the European Court.
The various
options open to us should be urgently examined.
The Cabinet 
3.
Took note, with approval, of the P r i m e
M i n i s t e r ^ summing up of their discussion,
4.
Invited the Minister of Agriculture, Fisheries
and Food to submit to the Ministerial Committee on
Europe, as rapidly as possible, proposals for dealing
with the alleged incompatibility between the Treaty of
Rome and our cane sugar refining subsidy.

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD recalled
that under the special arrangements set out in Protocol 18 to the Treaty
of Accession the price guaranteed for New Zealand sales of butter and
cheese to the United Kingdom was fixed in £ sterling.
The New
Zealand Government had continually pressed for allowance to be
made for changes in the value of the £; but we had resisted all these
approaches.
The situation had now been complicated, however, by
the fact that the New Zealand authorities had learned that the

Commission were crediting to the United Kingdom monetary
compensatory amounts in respect of our imports of New Zealand
butter and cheese relating to the change in parity between the £ and
Community currencies since the introduction of the transitional
arrangements on 1 February.
The New Zealand authorities had
pressed for these compensatory amounts to be transferred to
themselves. In discu ssion with the New Zealand High Commissioner
he had rejected the claim that the full value of the sums involved was
due to New Zealand; but he had agreed to consider the possibility of
a much smaller recoupment related to the change in parities between
the £ sterling and the £ New Zealand,
THE PRIME MINISTER, summing up a brief discussion, said that
the possibility of compensating New Zealand for any changes in the
parity of the £ sterling involved major issues of principle.
The
subject should therefore be urgently considered in the Ministerial
Committee on Europe before it was taken any further either with the
New Zealand authorities or with the Commission.
The Cabinet 
5.
Took note, with approval, of the P r i m e
Minister's summing up of their discussion,
6.
Invited the Chancellor of the Duchy of
Lancaster to arrange for the Ministerial Committee
on Europe to consider urgently the problems arising
from the claim of the New Zealand Government to
benefit from the compensatory sums allotted to the
United Kingdom by the European Commission in respect
of our imports of New Zealand dairy produce.

6

NORTHERN
IRELAND
Previous
Reference:
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4.
THE S E C R E T A R Y OF STATE F O R NORTHERN I R E L A N D
said that intensive security measures had been taken in the period
leading up to the elections to the new Assembly, which were taking
place that day; and there had been less violence than had been feared.
It remained impossible, however, to predict the probable outcome of
the elections with any confidence.
The Cabinet Took note of the statement by the Secretary of State
f o r Northern Ireland,

INDUSTRIAL
-AFFAIRS
French.
Nuclear
Tests

5.
f HE SECRETARY OF S T A T E FOR E M P L O Y M E N T said that
the General Council of the Trades Union Congress ( T U C ) had on the
previous day requested unions to boycott French goods, transport
and communications during the first week in July as a protest
against the proposed French nuclear tests in the Pacific Ocean.
This seemed likely to lead to a refusal by postal workers to handle
mail to and from France, and by dock workers to load and unload
French ships, during that week.

Industrial
Relations
Act

The General Council had also endorsed a recommendation that the
27 unions which had defied the TUC policy of non-registration under
the Industrial Relations Act should be expelled if they had not
deregistered when the TUC Annual Congress opened on 3 September.
The E l e c t r i c a l Power Engineers Association had already decided to
deregister; and Equity might also do so.

CounterInflation
Policy

The Annual Conference of the Confederation of Shipbuilding and
Engineering Unions (CSEU) had on the previous day adopted a
resolution put forward by the Amalgamated Union of Engineering
Workers (AUEW) instructing the Executive Council of the CSEU to
press the TUC not to participate in any discussion with the
Government on any form of wage f r e e z e and declaring that the
Confederation would not be bound by any decision arising from
the discussions between the Government and the TUC which placed
either voluntary or imposed restraint on free collective bargaining
in relation to wages and conditions of work.
While this decision
was unlikely to prevent M r Basnett, the representative of the
General and Municipal Workers Union (GMWU), from attending
the Stage 3 discussions, since the union had already approved his
participation, it now seemed increasingly likely that Mr Jones, the
spokesman of the Transport and General Workers Union, which had
abstained from voting on the AUEW resolution, would be obliged to
put before the Annual Congress resolutions calling for the ending of
restraint on collective bargaining.
The CSEU Conference had also
adopted a claim for substantial improvements in the pay and
conditions of skilled workers in general engineering, which would
be discussed with the Engineering Employers Federation on the
following day.

The strike by Chrysler workers at Ryton had now ended; but the shop
stewards at Perkins Engines of Coventry were still seeking to insist,
as a condition for the resumption of work, on a commitment by the
management to parity of pay between the workers at Peterborough
and those at the parent Massey-Ferguson Company at Coventry.
He had resisted a proposal by the employers that he should convene
a court of inquiry; but he proposed to discuss the situation with the
Managing Director of Perkins on the following day,
A further
dispute affecting the motor industry had arisen at the Wellworthy
Company, one of the industry^ major suppliers of piston rings,
where 600 workers at the foundry were now on strike.
Here,
again, there was to be a meeting with the management on the
following day.

A long-standing inter-union dispute between the GMWU and the
Boilermakers Union about the recruitment of stagers at the Cammell
Laird works at Birkenhead had now led to picketing at the gates. A
meeting was to be held that day in an endeavour to resolve the dispute.
The Cabinet Took note of the statements by the Secretary of State
ior Employment,

Cabinet Office
28 June 1973
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The Cabinet were informed of the business to be
1.
taken in the House of Commons during the following week.

Greece

to attract critical comment in Parliament, where he was
well known to a number of Members.
This might be the
more untimely in that the former King of Greece was about
to pay a private visit to this country and might even be intending
to settle here.

Rhodesia

THE MINISTER OF S T A T E FOR FOREIGN AND
COMMONWEALTH A F F A I R S said that shortly after the recent
v i s i t to Rhodesia by the Permanent Under Secretary of State,
Sir Denis Greenhill, the leader of the regime in Salisbury,
Mr Ian Smith, had delivered a speech in which he had adopted
an uncompromising attitude about the conditions of a
constitutional settlement.
So far as we knew, the meeting
which Mr Smith had undertaken to arrange with Bishop Muzorewa
of the African National Council ( A N C ) was still in prospect;
but the speech was likely to make it m o r e difficult for the A N C
to negotiate constructively with the r e g i m e .

Previous
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CM(73) 34th
Conclusions,
Minute 2

Soviet Union

THE MINISTER OF S T A T E FOR FOREIGN AND
COMMONWEALTH A F F A I R S said that the Secretary of State,
who was attending the opening proceedings of the Conference
on Security and Co-operation in Europe in Helsinki, had taken
the opportunity to discuss certain related issues privately with
the Soviet Foreign Minister, Mr Gromyko, whose attitude
had been disappointingly negative.
In particular, he had
maintained his opposition to the suggestion that Rudolph Hess,
the former Nazi leader, should be released from Spandau
Prison on compassionate grounds; and he had refused to discuss
the question of the emigration of Soviet Jews, in contrast to the
more co-operative attitude on this issue which Mr Brezhnev had
adopted in the United States. He had also returned a non
committal reply to the suggestion that he might visit this
country on his way back to the Soviet Union from the next
session of the General Assembly of the United Nations.
1

THE MINISTER OF S T A T E FOR FOREIGN A N D
C O M M O N W E A L T H A F F A I R S said that the recent assassination
of General Hammad Shehab, the Minister of Defence, had
introduced an additional element of uncertainty into the
internal situation in Iraq, especially since General Shehab,
who had been closely associated with the President of Iraq,
was one of the stronger members of the r e g i m e and a
representative of the more moderate wing of the Baa th Party.
s

The Cabinet Took note of the statements by the Minister of
State for F o r e i g n and Commonwealth A f f a i r s .

UROPEAN
COMMUNITY
AFFAIRS

Sugar Refining
Margin
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New Zealand
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3.
THE CHANCELLOR OF THE DUCHY OF L A N C A S T E R
said that since the Cabinets previous discussion of the sugar
refining subsidy there had been consultations with the European
Commissioner responsible for Agriculture, M Lardinois.
The
Commissioner now appeared to understand the serious political
implications if the Commission abruptly announced its opinion that
the subsidy was illegal; and he had agreed to delay publication in
order that we might raise the issue in the Council of Ministers
(Agriculture) Meeting on 16-17 July. He had suggested that we
should formally seek a derogation under A r t i c l e 93 of the Treaty
of Rome, when action by the Commission would automatically be
suspended for three months.
To this extent the situation was now
less tense; but we should need to continue to press for a
satisfactory conclusion.

The Ministerial Committee on Europe had considered further the
request by the Government of New Zealand for allowance to be
made for the depreciation in the value of the £ sterling in relation
to the special arrangements for the prices of New Zealand dairy
products.
The Commission had applied to our imports under
these arrangements the monetary compensatory amounts intro
duced to offset the depreciation of the £ against the Community
currencies; and they now expected us to transfer the sums
involved to New Zealand. We had so far refused to do so,
partly on the grounds that the products concerned were not in free
circulation within the Community and partly because any
concession in this respect to New Zealand could have major
repercussions in other contexts. -But it might become difficult
to sustain this position, since we should be seen publicly to be in
dispute with the Commission in order to avoid meeting the New
Zealand request.
The New Zealand Government had proposed
that the Minister for Overseas Trade (Mr Walding) should visit
the United Kingdom shortly in order to discuss the subject; and
we must now consider urgently the various options open to us and
seek to ascertain whether the Commission might be prepared to
accept some alternative arrangements.
The Cabinet
Took note, with approval, of the statements by the
Chancellor of the Duchy of Lancaster.

NORTHERN
IRELAND
Previous
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CM(73) 34th
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4.
THE S E C R E T A R Y OF S T A T E F O R NORTHERN I R E L A N D
said that in some respects the result of the recent election to the
proposed new Assembly in Northern Ireland had been gather
disappointing. The Social Democratic and Labour Party had
fared w e l l ; and, provided that they could maintain Party
discipline co^aslon, they should constitute a significant element
in the Assembly, which would be genuinely representative of the
Roman Catholic community.
But the Alliance Party had obtained
rather fewer seats than they had expected; while the non-official
Unionists, who were opposed to the constitutional proposals in
the recent White Paper, had been relatively successful.
In these
circumstances, although it should be possible for the A s s e m b l y to
meet at the end of July or shortly thereafter, i t was difficult to
estimate the prospects for the appointment of an Executive.
The process of negotiating with the various Parties in order to
elicit some consensus of view about its composition might w e l l
prove to be protracted.
The Cabinet Took note of the statement by the Secretary of State
for Northern Ireland.

SNDUS T R I A L
AFFAIRS

Operation of
C ounte r-Inflation
(Temporary
P r o v i s i o n s ) Act
1972

5.
THE S E C R E T A R Y OF STATE FOR E M P L O Y M E N T said
that a County Court judgment on the previous day in a test case
relating to the Counter-Inflation (Temporary Provisions) Act,
1972 had found in favour of an employee of the London
Co-operative Society ( L C S ) who had claimed payment of a £1
per week increase in wages for 5 weeks between 1 January, 1973,
when the increase had been due to be paid in fulfilment of an
agreement concluded in February, 1971, and 4 February, 1973,
the day before that on which the Government had made an Order
freezing the payment-of the increase to all LCS staff on the
ground that i t contravened Section 3(2) of the Act.
It was
perhaps significant that the LCS had not availed themselves of
their right to claim that Section 3 of the Act had relieved them
of the obligation to pay the increase in question; and it was
permissible to infer that they had wished to pay it.
The right of
appeal lay only with the Society, who would have six weeks in which
to consider their position but were unlikely to c a r r y the matter any
further.
The judgment would open the way for the Union of Shop Distributive
and A l l i e d Workers (USDAW) to reach agreement with the LCS
that there should be similar payments to some 50, 000 workers in
the LCS and similar Co-operative Societies.
But, although
there w e r e suggestions that other groups, such as the agricultural
w o r k e r s , who had had agreed increases in pay deferred by the
standstill might also be able to benefit from the C o u r t s ruling,
there w e r e unlikely to be cases where the circumstances were
precisely the same.
M o r e o v e r , paragraph 113 of the Stage 2
P a y Code made it plain that an equivalent amount to a-ny such
payment arising from an obligation incurred before the introduction
of the standstill must be counted against the Stage 2 pay limit for
the group in question.
THE PRIME MINISTER, summing up a brief discussion, said that
it was unfortunate that the operation of the legislation giving effect
to the counter-inflation policy should have been successfully
challenged; and it would be a matter for concern if other unions
w e r e able to follow the example set by USDAW.
There might be
some doubt, however, about the C o u r t s judgment in this case,
on the grounds that it appeared to have ignored the fact that,
because of the provisions of Section 3 of the Act, no legal
obligation to pay the increase was involved.
The Secretary of
State for Employment should seek urgent advice from the Law
Officers on this point.
The Cabinet Took note, with approval, of the summing up of
their discussion by the P r i m e Minister and invited
the Secretary of State for Employment to be guided
accordingly.
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6.
The Cabinet considered a memorandum by the Secretary
of State for the Environment (CP(73) 74) about the Channel Tunnel
project.
THE MINISTER F O R TRANSPORT INDUSTRIES said that the
material was now available on which the Cabinet could decide
whether the Channel Tunnel project was desirable in principle,
provided that acceptable financial terms could be negotiated.
Cross-Channel traffic had grown rapidly in recent years and was
expected to continue to increase still further.
If this traffic
was to be accommodated, only two courses of action were open
to the Government - either to continue to rely on the development
of sea and air services or to supplement them with a Tunnel.
The studies by consultants indicated that, on central assumptions,
the project would pay and would be cheaper in the medium and
longer t e r m than the alternative.
It would provide the regions
with improved through transport services without any substantial
new concentration of development in the South-East; and it would
r e l i e v e the roads to the ports of some of the growth in C E O S S Channel traffic.
Against these considerations had to be set the
damage to a limited area of South-East Kent; the fact that the
Tunnel would require a large amount of investment in the years
to 1980, as opposed to the m o r e gradual cost of the alternative;
and the consequent higher sensitivity of the Tunnel to variations
in traffic and revenue, although v^gy^ pessimistic assumptions
would be required in order to j£sduT5e
return as low as
10 per cent. The full benefits of the Tunnel would only be
obtainable if a new high-quality r a i l link was provided, at an
estimated cost of £120 million; and this had already been accepted
by the Ministerial Committee on Economic P o l i c y .
The financial terms proposed by the private companies involved,
however, were unacceptable; and he had agreed with his French
colleague a reply inviting them to consider alternative terms,
based on the advice of financial consultants. A s regards the
questions of procedure and presentation which would now arise it
had been agreed with the French Government that it would be
impossible to settle the outstanding issues and to sign the
Agreement dealing with the second phase of the work by the end
of July, as had originally been envisaged.
Provided that the
financial terms could be settled in time, however, it would still
be desirable that a White Paper should be published before the
R e c e s s ; and the necessary short Money B i l l should be enacted
before the end of the present Session in the Autumn in order to
enable the Agreement to be signed in November.
It would then be
necessary to present a Hybrid B i l l at the beginning of the next
Session in order to authorise our participation in the third phase
of the project, involving the constructions of the Tunnel itself.

In discussion it was suggested that the principal function of the
Tunnel would be to c a r r y tourist traffic and that it would make
only a relatively small contribution to the carriage of inter
national freight.
It would be unlikely, therefore, to contribute
significantly to the r e l i e f of congestion caused by heavy l o r r y
traffic on the roads.
M o r e o v e r , the construction of the Tunnel
would make a heavy demand on resources during a relatively
short period, whereas the development of sea and air services
could be more gradual and more easily adjusted in the light of
revised forecasts of traffic.
The public expenditure survey
which would shortly be presented to the Cabinet would reveal a
serious pressure on resources during the later years of the
survey period; and some unpalatable decisions might need to
be taken in order to implement the Cabinets e a r l i e r decision
that the contingency allowance should be reconstituted.
This
problem would be aggravated if room had to be found for major
investment projects such as the Channel Tunnel and Maplin
airport.
There would be serious risk of public c r i t i c i s m if, as
a result, it was not possibj^fully to implement the recommenda
tions of the task forces which w e r e studying the provision of
alternative employment in areas threatened by coal and steel
closures or if reductions had to be made in social programmes
such as hospitals which were already widely regarded as
inadequate.
There would also be criticism of the environmental
damage which the Tunnel terminal works would inflict on an
attractive area of the countryside.
On the other hand, on the assumption that a high quality r a i l link
was provided, it would be possible to provide through r a i l
services to Scotland and other regions of the country.
Agreement
had already been reached between the British and other European
railway authorities for the use of British rolling stock on the
Continent in order to facilitate this.
While the project had
attracted adverse comment in Scotland, there had been no general
criticism in W a l e s .
The congestion caused by heavy l o r r y
traffic would be no less severe if the Tunnel were not built;
and, although a considerable proportion of the traffic through the
Tunnel would admittedly consist of tourists and private c a r s , a
significant amount of freight would adopt this route, so relieving
the roads and cross-Channel ports.
There had been general
agreement at the Cabinefs recent discussion of the G o v e r n m e n t s
social and economic strategy on the need to give priority to
economic investment as a prerequisite of the expansion on which
social and other programmes ultimately depended. The Tunnel
was the cheapest and most economic means of dealing with the
growth of traffic; and a decision to abandon the project at this
stage might appear to be inconsistent with our position as a
member of the European Economic Community.
7

It followed that, if a decision was taken to proceed with the
project primarily on economic grounds, it would be desirable to
encourage the maximum use of the Tunnel for the transport of
freight and to emphasise that, because it would be linked with the
main r a i l network, it should bring considerable advantages to
regions other than the South East.
Even on this basis, however, a
major effort would be needed to convince some of the Governments
supporters of the merits of the project.
It would be preferable,
therefore, not to attempt to debate the Money B i l l before the
Summer Recess but to defer it until the end of the Session in the
Autumn.
This might also enable the Government to avoid
conceding unduly wide terms of reference for the Select Committee
which would consider the subsequent Hybrid Bill.
The Money B i l l
should also be drafted in a form which was not readily
susceptible to detailed amendment.
Provided that the financial
terms were settled in time, however, there might still be advantage
in publishing a White Paper before the R e c e s s , in order to provide
a basis for influencing public and Parliamentary opinion in favour
of the project.
In further discussion the following main points were made: 
a.
Although the funds for the project would be found mainly
from the private sector, the Tunnel would make a
considerable demand on resources and the Government
guaranteed finance would be raised in competition with
the Governments own borrowing.
Nevertheless, the cost
of the Tunnel project, apart from the rail link, would not
enter into the public expenditure survey.
b.
The Tunnel might be open to greater security
hazards than other forms of cross-Channel transport.
This risk, however, had already been carefully studied;
and it appeared that it could reasonably be discounted
in the light of the precautions which would be taken.
c.
In view of the French Governments interest in the
project, it was for consideration whether we should seek
to obtain some concession from them in return for our
participation in its next phase. It might be worth
exploring this possibility in the context of the current
discussion about the size and weight of heavy l o r r i e s .
In general, however, it was illusory to suppose that the
French Government would concede us any significant
advantage in acknowledgement of our agreement to proceed
with the project, although, if it were abandoned, they
would be likely to react sharply.
8

THE PRIME MINISTER, summing up the discussion, said that
the Cabinet agreed that, provided acceptable financial terms
could be secured, the Channel Tunnel project should be allowed
to proceed to the next stage.
Before giving final approval,
however, the Cabinet would wish to be satisfied that the terms
w e r e satisfactory.
The Minister for Transport Industries
should therefore continue his discussions with the French
Government and the companies and should report the outcome
for the Cabinet's consideration.
The Cabinet confirmed the view
of the Ministerial Committee on Economic Policy that, if the
Tunnel w e r e to proceed, a high-quality r a i l link should be
provided as part of the project.
A White Paper could not be
published until the financial terms had been approved.
If
terms could be settled and approved in hime, however, there
might be advantage in publishing a White Paper in July, in order
to influence public and Parliamentary opinion in favour of the
project.
The Secretary of State for the Environment should
therefore circulate a draft of the White Paper to the Cabinet
for consideration as soon as practicable.
But no attempt
should be made to secure the Second Reading of the necessary
Money B i l l before the Summer R e c e s s .
The Cabinet Took note, with approval, of the summing up of
their discussion by the P r i m e Minister and invited
the Secretary of State for the Environment and
the Minister for Transport Industries to proceed
accordingly.

9

7.
The Cabinet had before them a memorandum by the
Secretary of State for the Environment (CP(73) 73), to which
were attached draft consultation documents on the motorway/rail
access routes from outer London to Maplin and on the New Town
designation area.
THE S E C R E T A R Y OF S T A T E FOR THE ENVIRONMENT said
that the draft consultation documents had been considered by the
Ministerial Committee on Regional Policy and the Environment.
The two main issues remaining for decision w e r e the treatment
of the road connection from Maplin within inner London and the
timing of publication.
On the first, the consultation document
showed the road link (and, similarly, the r a i l link) only as far
as the periphery of London, where it connected with the outer
London orbital road. A t that point there would be a v e r y
considerable dispersal of road traffic from Maplin; and the
volume proceeding to central London would be relatively small.
There were conclusive legal and practical objections to delineating
the road link from the periphery into central London.
The nature
of the inner London road network was a separate and self
contained issue; and it was also one of the major subjects dealt
with in the Lay fie Id Report on the Greater London Development
Plan, which was currently before him for decision.
Moreover,
a radical review of all their major road proposals had
recently been announced by the Greater London Council ( G L C ) ,
with whom early consultations would be necessary.
But, although
it would not be possible in the consultation document to define the
road link beyond the periphery of London, it would be desirable at
the time of publication to refer to the major expansion in the road
and r a i l connections with Heathrow and Gatwick which would be
unavoidable if existing airports had to bear the entire brunt of the
v e r y great expansion in air t r a v e l which was to be expected during
the next two decades. A s regards timing, it was proposed that
publication should take place on 23 July, which was in fact the
earliest practicable date. Any further postponement would be
liable to create suspicion that the documents had been deliberately
withheld until after Parliament had gone into R e c e s s ; and defer
ment until after the Recess would involve unacceptably long delay.
In discussion it was suggested that the treatment of the road link
proposed in the draft consultation document would weaken the
credibility of the Maplin project.
But there seemed to be no
practical alternative.
It would accordingly be necessary to
emphasise that primary responsibility for the London road network
rested with the G L C , with whom there would be urgent consulta
tions; that the main flow of passengers f r o m Maplin to central
London would travel on the rail link; and that the new airport
would produce only a small addition to the total road traffic to
central London.

A s regards timing there was general agreement that, even
though there might be some adverse reaction from those affected
by the proposals discussed in the consultation documents, early
publication was desirable. Despite the unfavourable comment
which might be provoked if the documents w e r e published only a
few days before the Parliamentary R e c e s s , the p r o g r e s s of the
Maplin Development Bill in the House of L o r d s would be
facilitated if they w e r e available early in the week beginning
23 July, when the Committee Stage was due to begin.
On that
basis, it might be preferable to postpone until the Autumn the
restatement of the Government's policy on the Maplin project as
a whole in order to allow time for public reaction to the
consultation documents to become evident.
A draft of the
proposed restatement would be available v e r y shortly for
consideration; and the question of timing might then be examined
further.
THE PRIME MINISTER, summing up the discussion, said that the
Cabinet agreed that it was not possible for the consultation
document to delineate the road link beyond its junction with the
outer London orbital road. It would have to be made clear,
when the document was published, that primary responsibility
for the road system within London rested with the G L C ; that
immediate discussions were being inaugurated with them; and
that any failure to make proper provision for road traffic in
relation to Maplin must be laid at their door.
A s regards timing,
the Cabinet agreed that in the interests of facilitating the progress
of the Maplin Development B i l l in the House of L o r d s , the
consultation documents should be published on 23 July.
There
might be advantage in arranging for the simultaneous publication
of a short document presenting the proposals to the public in
clear and simple t e r m s ; and immediate consideration should be
given to this possibility.
The draft of the proposed restatement
of the Governments policy in relation to the Maplin project as a
whole should be circulated during the following week; and further
consideration should then be given to the timing of its publication
in relation to that of the consultation documents. In the mean
time, it would be important to avoid any public indication of the
decisions which the Cabinet had reached.
The Cabinet 
1.
Took note, with approval, of the P r i m e
M i n i s t e r s summing up of their discussion.
2.

Invited the Secretary of State for the Environment 
i,
to arrange for the publication of the
consultation documents on 23 July;

i i . in consultation with the Lord President
of the Council, to consider the simultaneous
publication of a short document presenting the
proposals in simple t e r m s ;
i i i . to inaugurate immediate discussions with the
GLC on the steps to be taken in order to make
provision within Greater London for the additional
road traffic likely to be generated by the new
airport at Maplin^
3. Invited the L o r d President of the Council to arrange
for a draft restatement of the Governments policy in
relation, to the Maplin project as a whole to be
circulated for consideration during the following week.

Cabinet Office
5 July, 1973
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The Cabinet were informed of the business to be taken in the
1.
House of Commons during the following week.

The Cabinet were informed that the Government might well be
defeated in the Debate which was to take place in the House of
Commons later that day on an Opposition Motion directed to
preventing the issue of licences for the export of live animals for
slaughter o v e r s e a s . A Government amendment had been tabled
seeking to restrict such a provision to the export of live animals
to those countries where there was evidence that the Balfour
Assurances were not being observed.
But, if this amendment was
rejected, as seemed likely in view of the strong emotions aroused
by allegations of cruelty to animals, no useful purpose would be
served by opposing the substantive Motion, even though a general
prohibition of the issue of licences would place us in breach of our
obligations to the European Economic Community ( E E C ) and might
therefore expose us to the risk of proceedings before the European
Court.
It would be desirable, however, during the Debate to keep
to a minimum any reference to the implications of our EEC
obligations.
THE P R I M E MINISTER, summing up a brief discussion, said that
every effort should be made to ensure that the amendment was
carried.
But, if it was defeated, the substantive Motion should not
be opposed.

2.
T H E PRIME MINISTER informed the Cabinet that he proposed
to make a Parliamentary statement that afternoon in connection with
the publication of the Report of the Security Commission on the
recent incidents which had resulted in the resignation from the
Government of L o r d Jellicoe and L o r d Lambton.
He would be able
to say that the Government accepted all the recommendations of the
Commission, including their proposals that all members of the
Cabinet, together with certain other Ministers who had to deal with
any substantial volume of sensitive material, should be supplied with
security containers in their homes and that the security briefing which
was given to all Ministers on appointment should be amplified in the
case of certain Ministers who occupied particularly sensitive posts.
The Commission had also advised that the P r i m e Minister should
issue guidance for Ministers on the potential security implications
of scandalous behaviour and of other circumstances which might
expose them to pressure by hostile intelligence agents; and the
standing instructions entitled "Questions of Procedure for Ministers",
which all Ministers should r e - r e a d at regular intervals, would
henceforward provide accordingly.
The Cabinet Took note, with approval, of this statement
by the P r i m e Minister.

OVERSEA
AFFAIRS
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3.
THE FOREIGN AND COMMONWEALTH SECRETARY said
that he proposed to announce in Parliament on 19 July that, in the
absence of any agreement with the regime in Salisbury about an
acceptable constitutional settlement, it would be necessary to
maintain sanctions against Rhodesia and that the Government would
accordingly seek the renewal of the Sanctions Order in due course.

Conference on
Security and
Co-operation
in Europe

THE FOREIGN AND COMMONWEALTH SECRETARY said that the
meeting of Foreign Ministers of the countries participating in the
Conference on Security and Co-operation in Europe, held in
Helsinki from 3 to 7 July, had been not unsatisfactory from our
point of view.
The Soviet Union, together with their allies apart
from Romania, had been put on the defensive because the Western
allies and the neutral countries had demonstrated that they wished to
secure positive results from the Conference and would not be
satisfied with merely a broad declaration on peaceful co-operation
which was the Soviet objective.
In view of this difference of
objectives the second stage of the Conference, which was to open in
Geneva in September, might well prove to be rather sterile.
But
the Soviet Government might feel obliged to make some concessions,
especially in view of the vigorous attitude of the neutral countries.
The separate negotiations on Force Reductions were to begin in
October; and we should need to give further consideration to the
most effective means of developing an agreed position to be adopted
by the North Atlantic Treaty Organisation,

Portugal

THE FOREIGN AND COMMONWEALTH SECRETARY said that as
a result of the public reaction to recent Press reports about a
massacre which was alleged to have been perpetrated by the
Portuguese authorities in Mozambique in December 1972, the
forthcoming visit to London by the Prime Minister of Portugal,
Dr Caetano, was likely to be attended by some degree of disturbance.
The accuracy of the Press reports, however, was by no means
certain; and, although there had been earlier rumours of fighting
in Mozambique at the time in question, there had been no evidence
of any massacre.
The Portuguese Government had now announced
that they intended to institute an inquiry into the alleged incidents;
and he had suggested to the Portuguese Ambassador that this might
carry more conviction if it were directed by the Chief Justice of
Portugal than if it were conducted by purely administrative procedures.

ft

THE PRIME MINISTER said that, since Dr Caetano's visit might
now be the occasion of hostile demonstrations, the Home Secretary
should review the relevant arrangements for maintaining security
and public order.

French
Nuclear Tests
Previous
Reference:
CM(73) 34th
Conclusions,
Minute 2

THE FOREIGN AND COMMONWEALTH SECRETARY said that the
French Government were likely to carry out nuclear tests in the
Pacific in the near future.
The New Zealand Government, who
were strongly opposed to the tests, had asked us to pass to them
urgently any information which we might obtain about their precise
timing; and this had raised difficult problems for us in terms of
our relations with both France and New Zealand.
THE PRIME MINISTER said that the New Zealand Government had
not so far made their request public; and it was important that it
should not be disclosed.
The Cabinet 
1,
Took note of the statements by the P r i m e
Minister and the Foreign and Commonwealth
Secretary.
2.
Invited the Home Secretary to r e v i e w
the arrangements for maintaining security
and public order during the forthcoming visit
to London by the Portuguese P r i m e Minister.

ft

3

4.
THE CHANCELLOR OF THE DUCHY OF LANCASTER said
that it would be necessary to give further consideration in due
course to the alleged incompatibility between the subsidy paid to
United Kingdom sugar refiners and the Treaty of Rome and to the
possibility of introducing monetary compensatory amounts in respect
of United Kingdom imports of dairy products from New Zealand.
T H E C H A N C E L L O R OF THE DUCHY OF LANCASTER said that the
European Parliament was sometimes referred to as the European
Assembly.
The appropriate style, however, was European
Parliament; and this title should be used consistently.
The Cabinet Took note, with approval, of the statements
by the Chancellor of the Duchy of Lancaster.
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INDUSTRIAL
AFFAIRS
Operation of
Counter Inflation
(Temporary
Provisions)
A c t 1972
Previous
Reference:
CM(73) 35th
Conclusions,
Minute 5

5.
THE SECRETARY OF S T A T E FOR E M P L O Y M E N T said that
he had now obtained the advice of the Law Officers on the CountyCourt judgment in the test case by an employee of the London
Co-operative Society (LCS) who had claimed payment of a wage
increase which contravened Section 3(2) of the Counter-Inflation
(Temporary Provisions) Act, 1972, in respect of the period before
the Government made an Order freezing the payment of the increase.
The Law Officers had confirmed that Section 3 of the A c t provided a
valid defence for all employers against payment of a wage increase
in these circumstances; that, if employers did not avail themselves
of that defence, it was the duty of the courts to take Section 3 into
account; but that, since the court had not done so and the LCS had
preferred not to appeal against the judgment, neither the
Government nor any other party could now intervene.
Unfortunately,
it now appeared that the Pay Board had already formally approved
the Stage 2 increase in pay for the group of workers concerned; and,
although the Board's lawyers were re-examining the matter in the
light of paragraph 113 of the P r i c e and Pay Code, it seemed that
the Board might be unable to take steps to abate the Stage 2
increase by an amount equivalent to the deferred increase which
the LCS were now paying.
There was as yet no sign that other
unions were seeking to take advantage of the judgment in the LCS
test case; and in the circumstances the least disadvantageous
course might be to take no further action.

The Newspaper
Industry

There was to be a meeting between the Newspaper Publishers
Association ( N P A ) and the five unions in the newspaper industry
on the following morning in order to discuss the dispute which had
resulted from the decision of the N P A not to implement a threshold
pay agreement which contravened Stage 2 of the pay policy.
He had
discussed the situation with the Chairman of the Association; and it
seemed likely that they were contemplating an arrangement whereby
an amount equivalent to tfye increase which would otherwise have
been paid would be made available to improve the industry's
occupational pension scheme. Such an arrangement would not be
in contravention of the Pay Code.

The Motor
Industry

In view of the return to work of the employees at Perkins Engines
at Peterborough there were now no major industrial disputes in the
motor industry.

Previous
Reference:
* C M ( 7 3 ) 34th
^Conclusions,
Minute 5
5

THE PRIME MINISTER said that preparations for the next meeting
with representatives of the Trades Union Congress ( T U C ) , to be
held on3L7 July, were being made by the Ministers most closely
concerned; and all the measures which might possibly form a basis
for an agreement with the TUC about the Stage 3 pay and prices
policy were being carefully examined.
Since it might prove
desirable to give some indication of the G o v e r n m e n t s intentions
in this respect during the Parliamentary debate on the Opposition
Motion of Censure on 18 July, it might be necessary for the Cabinet
to consider the issues involved on the previous day.
The Cabinet Took note of the statements by the P r i m e Minister
and the Secretary of State for Employment.

6

6.
THE S E C R E T A R Y OF S T A T E FOR NORTHERN I R E L A N D
said that, although there had been no significant deterioration in
the general situation in the Province, sporadic violence continued^
In the political context he had now secured agreement that the new
Assembly would hold an initial meeting at Stormont on 31 Julyj and
there was some hope that a member of the Social Democratic and
Labour Party might e m e r g e by general consent as its Presiding
Officer.
The formation of an Executive, however, would be a
more difficult task; and it was impossible at present to predict
with any certainty the outcome of the negotiations on which he was
now engaged for this purpose.
But he had made it clear to all the
Parties concerned that a decision could not be deferred indefinitely
and that the position must be resolved, one way or the other, by
mid-September.
The position xnight be further complicated by the fact that two
journalists who had secured certain evidence about a recent murder,
on the strength of which the Attorney General had instructed
criminal investigations to be put in hand, might now refuse their
co-operation in these investigations on the ground that they were
not prepared to disclose their sources. A s a result a potentially
awkward political situation might develop.
The Cabinet Took note of the statement by the Secretary of
State for Northern Ireland.

R O L E OF THE
BUILDING
SOCIETIES
Previous
Reference:
CM(73) 31st
Conclusions,
Minute 6

7.
The Cabinet resumed their consideration of the question of
mortgage finance.
THE CHANCELLOR OF THE EXCHEQUER recalled that at their
meeting on 14 June the Cabinet had invited him, in consultation with
the Secretary of State for the Environment, to arrange urgent
discussions with the leaders of the Building Society movement about
the control of interest rates at the expiry of the bridging grant.
Two meetings had taken place with representatives of the Building
Societies Association (BSA), during which it had been made clear
that the Government would be prepared, if necessary, to seek
statutory powers for this purpose and had satisfied themselves that
legislation would be technically practicable.
At the second meeting
the BSA representatives had reported that the 10 largest building
societies would support the maintenance of a mortgage rate of
9^ per cent and had indicated that they were confident that a majority
of their Council would endorse this view at their meeting during the
following week.
There had been less agreement on the appropriate
l e v e l for the investment rate; but there was little doubt that it
would be in the range 6. 3 per cent to 6. 5 per cent.
The BSA
representatives had indicated that they regarded this as a temporary
rate structure, which would need to be reviewed in the light of
developments as regards interest rates generally and of its effect
on the Societies funds.
But they expected to be able to maintain
the 9-£ per cent mortgage rate until about the end of the year.
The
statement which would be issued by the Association following the
meeting of the Council would present the decision as their own,
although indicating that it had been reached after consultation with
the Government.
It would not refer to the l e v e l of house
valuations upon which loans were based; but it would indicate that
preference would continue to be given to first purchasers and to the
purchasers of new houses.
Moreover, the restrictions on special
advances would be retained.
1

The reduction in the investment rate would inevitably lead to some
limited reduction in the in "flow of funds; and this should help to
restrain house p r i c e s .
There were already signs that the rate of
increase in prices had been significantly reduced. A recent survey
indicated that, whereas house prices had risen by 25 per cent in
the second half of 1972, they had increased by only 8 per cent in the
first half of the current y e a r .
Moreover, it appeared that in the
south of England the price of older houses had fallen.
A s regards the longer t e r m satisfactory progress was being made
in the discussions with the BSA about the introduction in the autumn
of voluntary and informal arrangements for providing special
assistance to first-time purchasers and about more formal plans,
which might have to be supported by legislation, for the stabilisation
of mortgage finance and the provision of help for first-time purchasers
Agreement might be reached in time for a report to be made to the
Cabinet in the first half of September.
8

In discussion it was suggested that the restriction on the availability
of mortgage funds which was likely to result from a lower investment
rate might lead to an increase in the demand for loans from local
authorities.
Decisions might soon be needed, therefore, about the
possibility of increasing the resources available to them for this
pinrpose.
There was likely also to be some slowing down in the
output of new houses.
On the other hand the Governments purpose
was to ensure that the total funds available from all sources for
house purchase were sufficient to maintain house building at a
satisfactory level without provoking excessive increases in the
prices of houses; and it would be helpful if this could be made
clear to the building industry in order to anticipate any loss of
confidence on their part and a consequential reduction in the level
of house building.
But, even if there were some reduction in the
number of new houses completed, this would be an acceptable price
to pay in return for securing a halt in the rapid upward trend in
house p r i c e s . In connection with the development of longer term
plans it might be desirable to bear in mind the possibility of some
adjustment in the composite rate of tax paid by the Building
Societies and of further measures to encourage the availability of
land at acceptable p r i c e s .
THE P R I M E MINISTER, summing up the discussion, said that the
Ministers who had taken part in the discussions with the BSA were
to be congratulated on the satisfactory outcome.
Further
consideration should now be given to the proposal for an early
meeting with representatives of the construction industry in order
to explain to them the G o v e r n m e n t s policy about finance for house
purchase and to indicate that it gave no grounds for a reduction in
the scale ofJ£*eprivate house building.
It was desirable in relation
to the development of Stage 3 of the Governments counter-inflation 
ary policies that agreement with the BSA on longer-term proposals
for the stabilisation of mortgage finance and related matters should
be reached by the beginning of September.
The Cabinet
1.
Took note, with approval, of the P r i m e
M i n i s t e r s summing up of their discussion.
2.
Invited the Secretary of State for the
Environment to examine the possibility of
consultations with the building industry on the
lines indicated in the P r i m e Minister's summing
up of their discussion.
3.
Invited the Chancellor of the Exchequer, in
consultation with the Secretary of State for the
Environment, to report to the Cabinet in the first
half of September on the discussions with the BSA
about the long-term stabilisation of mortgage finance.
9

8.
The Cabinet had before them a memorandum by the L o r d
President of the Council (CP(73) 78), to which was annexed a draft
re-statement of the Governments policy in relation to the Maplin
project as a whole.
THE LORD PRESIDENT OF THE COUNCIL said that, if the Cabinet
considered the draft text acceptable, there were several ways in
which it could be used. It might form the basis of a major
Ministerial speech; or it might be published as a popular pamphlet,
perhaps with diagrams and illustrations; or, if elaborated in rather
more detail, it might appear as a Parliamentary publication,
eg. a White Paper.
But there might be procedural objections to a
publication of this kind before the Maplin Development Bill had
become law, having regard to the convention that a Government
should not spend public money in seeking to persuade public opinion
about the merits of a B i l l currently in the course of Parliamentary
debate.
In discussion it was suggested that a speech alone would not make
sufficient impact on public opinion, particularly in view of the fact
that broadly similar ground had been covered in the recent letter
from the P r i m e Minister to Mr Toby Jessel, MP, which had
attracted considerable pablic attention. A possible alternative
course would be to publish the text together with the consultation
documents on the traffic corridor and the New Town area on
23 July, on the ground that it would contribute to a more informed
public discussion o£ those documents.
On the other hand, there
must be doubt whether it would be wise to publish a re-statement of
policy immediately before the holiday season, since its impact
would quickly be lost; and publication might therefore be preferable
in the autumn, when it could be followed up by a sustained publicity
campaign. In the meantime there were several immediate uses to
which the draft might be put. It could provide valuable material
for speeches by the Governments supporters; it could form
valuable briefing material in relation to the Committee Stage of the
Maplin Development B i l l in the House of Lords, which was to be
taken in the week immediately preceding the Recess; and it might
form an appropriate basis for a television programme.
Subsequently,
an extended version might be prepared and issued as a published
document.
THE PRIME MINISTER, summing up the discussion, said that the
Cabinet were attracted by the general content and presentation of the
draft circulated by the Lord President of the Council and agreed that
use should be made of it in securing the effective public presentation
of the Governments policy in relation to the Maplin project.
Any
Minister who wished to offer detailed comments on the draft should
send them to the L o r d President of the Council as soon as possible.
Publication of a text on these lines immediately before the holiday
10

period might be untimely; but urgent consideration should be given
to its other possible applications on the lines suggested in discussion.
It would be helpful if a campaign by Government backbench
supporters and others could be launched and sustained during the
coming weeks; and further thought should be given to the publication
later in the year, after the enactment of the Maplin Development
Bill, of a document based on the draft, possibly in a m o r e extended
form.
The Cabinet 
1.
Took note, with approval, of the P r i m e
Minister's summing up of their discussion.
2.
Invited the Lord President of the Council,
in consultation with the Home Secretary, the
Secretary of State for the Environment, the
Secretary of State for Trade and Industry, the
L o r d P r i v y Seal and other Ministers concerned,
to consider urgently the immediate uses to which
the draft re-statement of policy might be put, on
the lines indicated in the P r i m e M i n i s t e r s
summing up of their discussion.
3.
Invited the Secretary of State for the
Environment, in consultation with the
Lord President of the Council and the Secretary
of State for Trade and Industry, to consider the
publication of an elaborated version of the
re-statement of policy later in the year and to
circulate proposals to the Cabinet.
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9.
The Cabinet considered a memorandum by the Minister of
Posts and Telecommunications (CP(73) 77) proposing an increase in
the levy on independent television,
THE PRIME MINISTER recalled that the levy had been introduced
in 1963 in response to public criticism of the profits which were
being made by the programme companies. But in its present form
of a charge on advertising revenue it bore heavily on the weaker
companies; and both the Independent Broadcasting Authority (IBA)
and the programme companies themselves would prefer a levy
based on profits.
The Ministerial Committee on Broadcasting (BG)
had examined possible methods of introducing a levy of this kind.
But it had so far proved impracticable; and the choice now
appeared to lie between increasing the existing levy or allowing
the programme companies to continue to make very high profits.
In discussion it was suggested that in a period of incomes restraint
the profits currently being earned by the programme companies in
exploiting a franchise at the G o v e r n m e n t s disposal would attract
widespread c r i t i c i s m .
The rate of the levy had, indeed, been
halved in 1971; but since then the companies' revenue from
advertising had so increased as to yield an average return of some
55 per cent, rising to 100 per cent and more in the case of some
companies. It was unfortunate that the Minister's proposals for a
voluntary second-tier rental based on profits, which the IBA would
have undertaken to administer by agreement with the programme
companies, could not be implemented; but the Law Officers had
advised that the statutory basis of the existing levy gave no scope
to introduce different arrangements on a voluntary basis and that
any attempt to do so would be open to challenge both in the courts
and by the Public Accounts Committee.
There was reason to
believe, however, that the programme companies would acquiesce,
albeit reluctantly, in an increase in the rate of levy if this were to
be combined with a firm commitment by the Government to
legislate for the introduction of a system based on profits; and the
opportunity might be taken to elaborate the Governments proposals
for such a system, as well as for the allocation of the fourth
television channel and related matters, in a discussion document
which might be issued early in 1974.
On the other hand an increase in the rate of levy would be keenly
resented by the programme companies; and, although the I B A
could exercise some discretion in relieving the smaller companies
of the obligation to pay the lowest tranche, an increase of as much
as 50 per cent in the rate would inevitably create severe problems
in certain cases. It would be particularly unfortunate if Ulster
Television, whose support for the Governments policies in
Northern Ireland was a valuable corrective to adverse comment
from other quarters, were to be put at risk by such a step.
12

M o r e o v e r , the levy in its present form had been under attack before
the Government took office; and it would be difficult to argue that
the system could not be changed because it was now too late to
legislate during the life of the present Parliament,,
Rather than
increase the rate of the levy in its existing form (which would
require the laying by 16 July of an Order requiring Affirmative
Resolution of both Houses) it would be preferable, despite the
heavy burden of prospective legislation in the next Session, to
introduce a short Bill (which might be confined to enabling powers)
to change its basis.
The intention to legislate would be a sufficient
answer to any criticism about the excessive profits of the programme
companies which might meanwhile be expressed.
THE PRIME MINISTER, summing up the discussion, said that the
Cabinet accepted the need to moderate the excessive profits of the
programme companies but considered that to increase the present
levy would be objectionable in itself and would give rise to needless
controversy.
Since the Law Officers had advised that there was no
means of increasing the levy otherwise than as prescribed by
statute, urgent consideration should now be given by the Ministers
concerned to the possibility of introducing a short Bill, either after
the R e c e s s or at the outset of the next Session of Parliament, to
authorise a profits-based levy on the lines which the Ministerial
Committee on Broadcasting had recently considered.
The Cabinet Took note, with approval, of the summing up of
their discussion by the P r i m e Minister and
invited the Home Secretary, in consultation with
the Ministers concerned, to proceed accordingly.

Cabinet Office
12 July 1973
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PARLIAMENTARY
AFFAIRS

1.
The Cabinet were informed that, subject to some
rearrangement of outstanding business, it might now be
possible to adjourn the House of Commons for the Summer
Recess on Wednesday, 25 July.

Date of
Adjournment
for the Summer
Recess

Statement on
Wool Textile
Industry

The Cabinet were informed that a Parliamentary Statement
which was to have been made that afternoon, about assistance
to the wool textile industry under the Industry A c t , would be
likely to give r i s e to a demand for a short debate.
While the
measures proposed represented a soundly based plan to
modernise the industry and would be widely welcomed in
Yorkshire, they involved expenditure of the order of
£15 million and might therefore attract c r i t i c i s m from some
of the Governments supporters.
It would not be appropriate
to announce the scheme during the R e c e s s ; and, since details
of it were already widely known as a result of the consultations
which had taken place with the interested parties, it would be
unfortunate to delay an announcement until after Parliament had
reassembled.
It might be preferable, therefore, to defer the
announcement for a few days, in order that a debate - for which
in any case there was no formal or procedural requirement 
might be avoided before the Recess but might be conceded, if
necessary, on the return of Parliament in the autumn.
THE PRIME MINISTER, summing up a brief discussion, said
that the Cabinet agreed that the Statement should be deferred
until Thursday, 19 July.

OVERSEA
AFFAIRS

Rhodesia
Previous
Reference:
CM(73) 36th
Conclusions,
Minute 3

2.
THE FOREIGN AND COMMONWEALTH S E C R E T A R Y
said that he had just learned that M r . Smith, the leader of the
regime in Salisbury, was proposing to discuss the situation
with Bishop Muzorewa, the leader of the African National
Council (ANC),that day.
As a result he felt bound to reconsider
his intention to announce in Parliament on 19 July that, in the
absence of any settlement of the constitutional dispute In
Rhodesia, the Government proposed to take the necessary steps
in the autumn to maintain sanctions against the r e g i m e .
It
might now be more politic to say that the recent visit to Salisbury
by the Permanent Under-Secretary of State, Sir Denis Greenhill,
had been to seek to promote discussion between the regime and
the African community; that the meeting between M r . Smith and
the leader of the N^C suggested that some advance in this
respect might be in prospect, and that we must clearly maintain
the status quo so long as there was evidence of this kind that a
settlement was actively being sought by the parties concerned,
It would be desirable to avoid, if possible, elaborating this
statement or indicating specifically at this stage that sanctions
might have to be continued.
(/

Portugal

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y said that
there w e r e some indications that the Opposition might seek to
broaden the basis of that day's Parliamentary Debate on
Portugal, which had been timed to coincide with the visit of the
Portuguese P r i m e Minister, D r . Caetano, to London.
It seemed
Hkely that they would no longer concentrate on the alleged
atrocities in Mozambique but would seek to direct criticism at
the policies of the Portuguese r e g i m e as a whole, even to the
extent of proposing that Portugal should be expelled from the
North Atlantic Treaty Organisation.
It was unfortunate that the
Portuguese Government had refused to agree to institute a special
inquiry into the alleged atrocities, as we ourselves had suggested,
and that the Governments spokesman in the Debate would
therefore be able to say no m o r e than that the allegations would be
investigated by the normal p r o c e s s e s .
Even so, it should not be
difficult to expose the inconsistency between the Opposition^
current hostility towards the Portuguese Government and the
attitude which they had adopted while they were themselves in
office; and it was reassuring that the demonstrations against
Dr. Caetano had so far been relatively innocuous.
The Cabinet Took note of these statements by the Foreign and
Commonwealth Secretary.

31:! .:::;r:

COUNTER
INFLATIONARY
POLICY
Previous
Reference:
CM(73) 36th
Conclusions,
Minute 5

3.
The Cabinet considered arrangements for the following
day's Parliamentary Debate about Counter-Inflationary Policy.
Their discussion and the conclusions reached are recorded
separately.

THE TAX-CREDIT
SCHEME
Previous
Reference:
CM(72) 32nd
Conclusions,
Minute 1

4.
THE C H A N C E L L O R OF THE EXCHEQUER recalled
that the Government's intention to introduce a tax-credit scheme
had been announced in the 1972 Budget.
A discussion paper
had been issued in October.
Since then the proposals had
been under review by a Select Committee under the chairmanship
of M r . William Clark, M P ; and the Inland Revenue had
consulted a number of representative bodies from industry,
commerce and the professions.
The Select Committee was
due to report on 19 July.
It was understood that it had divided
on Party lines, the Chairman and the Governments supporters
endorsing the scheme but certain of the Opposition members,
in a series of minority reports, recommending its rejection on
the grounds of its inflexibility and the insufficient weight which
it accorded to the needs of the less well-off.
The majority
report would recommend, in particular, that child credits
should normally be paid to the mother and that there should be
sco^e for the woman in regular employment, whether married
or not, to receive a credit in her own right.
It would also
endorse some important modifications in the administration of
the scheme which had been advanced in evidence and would make
it significantly easier for industry to implement.
The scheme had been widely welcomed on its introduction, by the
Trades Union Congress ( T U C ) among others, both as a major
contribution to the problem of child poverty and assistance to
the needy and as a major step in simplifying the tax system.
It would reduce dependence on the means test, removing some
£250 million of benefit from its scope.
To abandon it at this
stage would leave the Government without a comprehensive
stragegy in these important areas of social and fiscal policy
and would be liable to reopen questions about family support,
provision for the elderly and the taxation of short-term benefits,
the last of which was a question of particular concern among the
Government s supporters.
The Opposition would no doubt
criticise its cost; but it might well be no less expensive to
increase tax allowances in line with the forecast rise in prices.
In any case, the Government could not be expected to commit
themselves to a specific l e v e l of credits four or five years
ahead; and there was no reason to revise the judgment in the
discussion paper that the prospective growth of the national
income should allow additional resources to be allotted to the
elimination of poverty and that, given the right order of
p r i o r i t i e s , the cost of the scheme should be manageable.
It was
important that the Government should keep the initiative in this
matter; and it was therefore proposed, when the Select
Committee's report was published, to issue a statement welcom
ing the majority report, accepting its views on the payment of
child credits and (less explicitly) on working wives and making it
clear that legislation to give effect to the scheme would be
introduced as soon as practicable.
1
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In discussion it was suggested that the Government stood to gain
substantial political credit from proceeding with this scheme.
Decisions in favour of paying credits to working wives (despite
the saving on present expenditure which this would involve) and
of paying all child credits to the mother would be particularly
welcomed by women's interests, both among the Governments
supporters and more widely.
To abandon the scheme would
not exempt the Government from the need to take action in the
areas of concern which it affected but would be criticised as a
breach of faith with their supporters on the Select Committee;
and the Conservative P a r t y in the country at large would regard,
it as a major retreat.
Although the possibility of having to
increase taxation to meet the cost of the scheme could not be
excluded, it should prove possible to phase its implementation
in such a way as to take account of the implications for public
expenditure year by year.
On the other hand the effect of
assigning all child credits to the mother, as opposed to only that
part which represented the existing family allowances, would be
to increase the husband's taxation; and, although the TUC had
welcomed the scheme in general t e r m s , individual male wage
earners and the unions negotiating on their behalf must be
expected to resist any consequential reduction in net pay.
Indeed, although this proposal was designed to protect the
interests of the wife and children, it might seem at variance with
a political philosophy which sought to promote a greater sense
of personal responsibility on the part of the individual wage
earner.
None the l e s s , public opinion was increasingly
disposed to support women's rights; and, in view of the reaction
which the alternative proposal in the discussion paper had
provoked, it might well be expedient to proceed forthwith on the
basis now proposed.
In further discussion it was suggested that for the Government
to issue a statement as soon as the Select Committee published
its report might imply that sufficient time had not been allowed
for its recommendations to be digested.
On the other hand it
was known that the Government had had the proposals under
consideration for some time; and the Opposition would
undoubtedly seek to make political capital out of the minority
reports which their supporters on the Select Committee had
entered and to exploit any apparent hesitation on the part of the
Government in endorsing the proposals in favour of women.
M o r e o v e r , the Government would be expected to indicate their
intentions about legislation; and there would be political
advantage in promoting a measure of this kind in the next Session.
But, although the Government should avoid being drawn into
precipitate discussion of the Select Committee s r e p o r t it would
be right that their initial reaction to its findings should first be
made known to Parliament rather than to the public at large;
and this might best be arranged by means of a Written Answer
to a Parliamentary Question, combined with suitable publicity
in the P r e s s and on television.
f

THE PRIME MINISTER, summing up the discussion, said that
the Cabinet agreed that the prospect of a divided report from
the Select Committee on Tax Credit should not deter the
Government from their endorsement of the scheme in principle.
But the implications of its introduction for public expenditure
would need careful examination; and the proposal to pay all
child credits to the mother might not only arouse significant
controversy but also have considerable repercussions on wage
negotiations in the future.
The Chancellor of the Exchequer,
in consultation with the Ministers concerned, should arrange
for the Government's reaction to the report to be conveyed to
Parliament by means of a Written Answer to a Parliamentary
Question and for the Government s case to be vigorously
presented in the Press and broadcasting media.
He should
also, in consultation with the Lord President, give further
consideration to the timiig and form of the legislation which
might be needed in the next Session in order to bring the scheme
into effect.
1

The Cabinet 
1.
Took note, with approval, of the
summing up of their discussion by the P r i m e
Minister.
2.

Invited the Chancellor of the Exchequer 
i.
in consultation with the Secretary of
State for Social Services, the Home Secretary
and the L o r d President, to arrange for
suitable publicity to be given to the Government's
views on the Select Committee's report, in
the light of the P r i m e Minister's summing up
of their discussion;
ii.
in consultation with the Lord President,
to consider the form and timing of legislation
to implement the scheme.

6

COMPANY LAW
REFORM: D R A F T
WHITE P A P E R

5.
The Cabinet had before them a memorandum by the
Minister for Trade and Consumer Affairs (CP(73) 79), to which
was annexed a draft White Paper oh company law reform.
THE MINISTER FOR TRADE A N D CONSUMER A F F A I R S
recalled that the Cabinet had decided that a Companies Bill
should be a major constituent of the legislative programme for
the forthcoming Session.
The matters which it was envisaged
that it should comprise fell into three broad categories.
First,
it would strengthen the existing law in order to deal with a
number of abuses which had attracted public attention during
recent months, such as insider dealing and the covert
aggregation of a dominant holding in another company in
preparation for a take-over bid.
Seconds it would give effect
to a number of recommendations made in the Report of the
Jenkins Committee in 1962, for which room had not been found
in the Companies Act, 1967.
Third, it would deal with a
range of matters, mainly of a technical nature, which had
come to attention as a result of the administration of the
Companies Act.
Of these the most important was the late
filing of company accounts. A B i l l on these lines would be a
w e l l balanced and important measure, which would satisfy
public expectations of a significant advance in companies
legislation and, if carefully drafted, need not be so complex as
to imperil the smooth management of the legislative programme.
It was proposed that a White Paper, on the lines of the draft
which had been circulated, should be published at an early
date, probably on 25 July, indicating the main matters to be
dealt with in the Bill and discussing, in a section which would
be " g r e e n " in character, certain major issues on which there
was as yet no consensus of opinion and the Governments views
had not so far been fully elaborated.
These included the social
responsibility of companies, the rights and duties of institutional
shareholders and worker participation (on which it was proposed
later to issue a separate Green P a p e r ) . It would be desirable
to stimulate public debate on these topics, even though
conclusions would probably not be reached in time for them to
be reflected in the Bill.
In addition, there were several matters
which had recently given r i s e to public concern - relating, for
example, to possible tax evasion and abuse of exchange control 
which could not be discussed appropriately in the White Paper
but should be dealt with in the presentation and P r e s s briefing
at the time of publication.
The Cabinet Approved in principle the proposals in CP(73) 79.
Cabinet Office
17 July 1973

SECRET

" 3 *T

^u^rJc

7*2*

HIS DOCUMENT IS THE P R O P E R T Y OF HER BRITANNIC MAJESTY'S GOVERNMENT

COPY NO

1 3

CABINET
CONFIDENTIAL ANNEX
CM(73) 37th Conclusions, Minute 3
Tuesday 17 July 1973 at 11. 30 am

COUNTER INFLATIONARY
POLICY
Previous
Reference:
CM(73) 36th
Conclusions,
Minute 5

THE P R I M E MINISTER said that he had discussed with the
Ministers directly concerned the measures which might be
taken in preparation for Stage 3 of the Counter-Inflation
programme and the extent to which an indication of the
Governments intentions should be given in the Parliamentary
Debate on the Opposition Motion of Censure on 18 July.
The
success attained by the Government in Stages 1 and 2 of the
programme had derived largely from the fact that they had
retained the initiative throughout and had put forward proposals
which had been accepted by public opinion as reasonable and
fair.
It now appeared, however, that the introduction of
Stage 3 would probably be attended by a continuing rise in prices,
due mainly to higher import costs, which was unlikely to slow
down until the Spring of 1974.
The possible steps which might
be taken to deal with this situation had been considered by the
Cabinet on previous occasions.
A general policy of food
subsidies across the board was open to substantial objections.
They w e r e open-ended and expensive; they would be contentious
in the European Economic Community; and they would tend to
impair international confidence in sterling.
The Chancellor of
the Exchequer had indicated these difficulties in a recent debate;
and it was doubtful whether a policy of general subsidy now
commanded strong support, even among the Opposition.
This
did not preclude the possibility of selective subsidies on
particular foodstuffs.
It would not be opportune, however, to
announce such measures at the present juncture; and it would
be preferable to delay any announcement about them until
proposals had been prepared for Stage 3 as a whole.
Similar
considerations applied to social security benefits, where it might
be desirable to consider an increase in the autumn, but there
would be considerable practical difficulties in any early change.
A s regards rents, it seemed desirable to adhere to the policy

previously endorsed by the Cabinet and to allow local
authority rents to r i s e in accordance with the Housing Finance
A c t but to mitigate the effect by a further increase in the needs
allowance for rent rebates.
The proposed increase in the needs
allowance would amount to £2. 50 for a family without children
and £3 for a family with two children.
If this was to be effect
ive at the time of the October rent increase, it would need to be
announced at once and could not be deferred until the proposals
for Stage 3 were ready.
He proposed, therefore, to announce
this increase during the Censure debate on the following day.
The other m?.jor issue on which a statement could usefully be
made during the debate was the possibility of safeguarding pay
increases against the rise in prices.
There was now a risk
that the pay increase permitted in Stage 2 would be completely
eroded for some groups before the beginning of Stage 3.
A
number of possible ways of dealing with this problem had been
examined.
There were serious objections to the complete
indexation of pay, which would create a demand for similar
arrangements in a wider context, e . g . in relation to social
security benefits and the return on Government securities.
Threshold arrangements, on the other hand, were less open to
such objections.
It seemed desirable, therefore, to indicate
that it would be Government policy to include in the Code for
Stage 3 a provision permitting such arrangements in principle,
the details being settled after discussion with the Trades Union
Congress and the Confederation of British Industry.
Additionally, there would be advantage in indicating that, in the
light of the recent steep r i s e in import prices, a similar safe
guard would be introduced during Stage 2. Since the Stage 2
pay limit amounted, on average, to about 7 to 8 per cent, it
was proposed that the threshold should be set at 7 per cent,
with the result that a payment would be made if the retail price
index ( R P I ) rose during Stage 2 to 8 per cent above the level at
October, 1972, the last month before the pay standstill was
imposed.
F o r each complete 1 per cent rise in prices above
the threshold level during Stage 2 an increase of 30p a week
would be permitted.
This would enable those earning £30 a
week or less to obtain complete compensation for the rise in
prices beyond the l e v e l expected when Stage 2 was introduced;
and it would be more generous than the compensation of 20p
envisaged in the Governments proposals of September, 1972.
If the current forecast of the R P I proved correct, the arrange
ment would be triggered only once, i. e, by the R P I figure for
September which would be published in October.
If prices
rose more than was currently expected, however, the arrange
ment might operate a second time, giving a combined increase
of 60p.
The increases would continue to be paid until they were
subsumed in the next pay settlement for the group concerned.
A s an alternative, the possibility of a threshold arrangement

based on food alone, or on food, rent, rates and travel costs,
had been examined; but this had been rejected because the
resulting payments would be too small.
By contrast, the
arrangements now proposed should help to retain the initiative
in the Government's hands and to deal with the c r i t i c i s m that
those who had accepted Stage 2 were faced with a decline in
their real standard of living.
In discussion it was suggested that, although the proposed
threshold arrangements for Stage 2 might have little effect on
wage bargaining, they could, if well presented, exert a useful
influence on piiblic opinion and help to ease the transition to
Stage 3.
On the other hand the payment of 30p might be
criticised as too small, particularly if account was taken of the
effect of tax deductions and national insurance contributions.
It was for consideration, therefore, whether it might be increased
to a figure equivalent to 1 per cent of average industrial
earnings or whether the threshold might be reduced to 6 per cent
with the result that it would be triggered by the R P I in August,
and so justify a first payment in September.
Increases of
60p, however, would add about i f per cent to the wages bill;
and anything more would seriously reduce the room for manoeuvre
in Stage 3. Alternatively, if 3Op was the maximum which could
be offered, it might be preferable to withhold it until it could
form part of the settlement for Stage 3 and to say no more at
this stage about the Governments intentions than that some form
of compensation for Stage 2 price increases would be provided.
A m e r e l y general assurance of this kind, however, would either
fail to c a r r y conviction or be liable to arouse excessive expecta
tions.
M o r e o v e r , any announcement on threshold arrangements
for Stage 2 would have to be v e r y carefully presented to the public,
since the natural expectation would be that these arrangements
should compensate for the whole of the increase in the cost of
living since the standstill.
The Government would also have to
be ready to explain why the same arrangements would not apply
to the social security benefits for the short-term unemployed
and the sick.
In further discussior- the following main points were made:
a.
The effect of threshold agreements on consumer
demand should be to c o r r e c t to some extent the
reduction in demand caused by the increase in import
prices.
The effect on the exchange rate should also
be beneficial, in as much as international confidence in
the capacity of the Government to manage the economy
without industrial disruption should be reinforced.

b.
It was unfortunate that the payments would not be
made direct to the housewife, who had to pay the
increased p r i c e s .
But that argument was valid in
relation to any form of pay increase; and there were
serious practical difficulties in an early increase in
family allowances.
c.
It was suggested that, instead of a flat rate increase
of 30p, each 1 per cent increase in the R P I over the
threshold should be matched by an increase of 1 per cent
in pay.
This, however, would remove the bias in
favour of the low paid; and it could also create
anomalies which would add considerably to the work of
the Pay Board.
d. Another course would be to revise the Stage 2
pay limit from £1 plus 4 per cent to £1 plus 5 per cent.
But this would involve retrospective payments to a
degree which would cause serious difficulties for
employers.
e.
The introduction of threshold agreements would
reinforce the desirability of starting Stage 3 on 6 November
instead of 1 November, in order that Stage 2 might end
exactly 12 months after the beginning of the standstill.
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet agreed that, in the debate in the House of Commons
on the following day, he should announce an increase in the
needs allowance for rent rebates on the lines proposed
The
Cabinet also agreed that he should say in the debate that a safe
guard, in the form of a threshold arrangement, would be
introduced for Stage 3.
They felt that it would be desirable to
introduce a similar safeguard in Stage 2; but a number of
detailed issues had been raised in discussion about the form
which that safeguard might take. He would arrange, in
consultation, with the Chancellor of the Exchequer and the
L o r d President, for these points to be examined further and
would discuss with them the best way in which the proposed
arrangements should be presented in his speech the following
day.
The Cabinet Took note, with approval, of the summing up
of their discussion by the P r i m e Minister.

b.
It was unfortunate that the payments would not be
made direct to the housewife, who had to pay the
increased p r i c e s .
But that argument was valid in
relation to any form of pay increase; and there were
serious practical difficulties in an early increase in
family allowances.
c.
It was suggested that, instead of a flat rate increase
of 30p, each 1 per cent increase in the R P I over the
threshold should be matched by an increase of 1 per cent
in pay.
This, however, would remove the bias in
favour of the low paid; and it could also create
anomalies which would add considerably to the work of
the Pay Board.
d. Another course would be to revise the Stage 2
pay limit from £1 plus 4 per cent to £1 plus 5 per cent.
But this would involve retrospective payments to a
degree which would cause serious difficulties for
employers.
e.
The introduction of threshold agreements would
reinforce the desirability of starting Stage 3 on 6 November
instead of 1 November, in order that Stage 2 might end
exactly 12 months after the beginning of the standstill.
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet agreed that, in the debate in the House of Commons
on the following day, he should announce an increase in the
needs allowance for rent rebates on the lines proposed
The
Cabinet also agreed that he should say in the debate that a safe
guard, in the form of a threshold arrangement, would be
introduced for Stage 3.
They felt that it would be desirable to
introduce a similar safeguard in Stage 2; but a number of
detailed issues had been raised in discussion about the form
which that safeguard might take. He would arrange, in
consultation, with the Chancellor of the Exchequer and the
Lord President, for these points to be examined further and
would discuss with them the best way in which the proposed
arrangements should be presented in his speech the following
day.
The Cabinet Took note, with approval, of the summing up
of their discussion by the P r i m e Minister.
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CM(73) 38th
Conclusions
CABINET

CONCLUSIONS of a Meeting of the Cabinet
held at 10 Downing Street on
THURSDAY 19 JULY 1973
at 11. 00 am
PRESENT
The Rt Hon Edward Heath M P
P r i m e Minister
The Rt Hon Sir A l e c Douglas-Home M P
Secretary of State for Foreign and
Commonwealth Affairs

The Rt Hon Lord Hailsham of St Marylebone
L o r d Chancellor

The Rt Hon Anthony Barber MP
Chancellor of the Exchequer (Items

The Rt Hon William Whitelaw M P
Secretary of State for Northern Ireland

1-7)

The Rt Hon Lord Carrington
Secretary of State for Defence

The Rt Hon Robert Carr M P
Secretary of State for the Home Department

The Rt Hon James P r i o r M P
Lord President of the Council

The Rt Hon Sir Keith Joseph M P
Secretary of State for Social Services
(Items 1 - 7 )

The Rt Hon Margaret Thatcher M P
S e c r e t a r y of State for Education and
Science

The Rt Hon Gordon Campbell M P
Secretary of State for Scotland

The Rt Hon Peter Walker MP
Secretary of State for Trade and Industry
(Items 1 - 7 )

The Rt Hon John Davies M P
Chancellor of the Duchy of Lancaster

The Rt Hon Peter Thomas QC M P
Secretary of State for Wales

The Rt Hon Maurice Macmillan M P
Secretary of State for Employment

The Rt Hon Joseph Godber MP
Minister of Agriculture, Fisheries
and Food

The Rt Hon Sir Geoffrey Howe QC M P
Minister for Trade and Consumer Affairs

The Rt Hon Lord Windlesham
Lord P r i v y Seal

THE F O L L O W I N G WERE ALSO PRESENT
The Rt Hon John Peyton M P
Minister for Transport Industries
(Item 7)

The Rt Hon Graham Page M P
Minister for Local Government and
Development (Item 2)

Mr Paul Channon M P
Minister for Housing and Construction
(Item 8)

The Rt Hon Patrick Jenkin M P
Chief Secretary, Treasury
(Item 7)

The Rt Hon Francis Pym M P
P a r l i a m e n t a r y Secretary, Treasury
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PARLIAMENTARY
AFFAIRS

1.
The Cabinet were informed of the business to be
taken in the House of Commons during the following week.
It
was proposed that the House should reassemble after the
Recess on 16 October and that the present Session should
end about a week later.
The new Session was likely to begin
on 30 October.

Maplin A i r p o r t

The Cabinet w e r e informed that the draft restatement of the
Governments policy in relation to the Maplin project which
had been before them on 12 July had been amended in the light
of comments made by Ministers.
It would now be issued as
briefing material for the Governments supporters and would
also be made available to the P r e s s .
It would be followed in
the autumn by the longer and more detailed re-presentation
of the project which the Cabinet had invited the Secretary of
State for the Environment to prepare.

Previous
Reference:
CM(73) 36th
Conclusions,
Minute 8

The Channel
Tunnel Project
Previous
Reference:
CM(73) 35th
Conclusions,
Minute 6

The Cabinet were informed that the financial discussions with
the private companies involved in the Channel Tunnel project
had not yet been completed and that i t would accordingly not be
possible to issue a White Paper before the R e c e s s .
Considera
tion must therefore be given to the timing of the introduction and
publication of the Money Bill, which should be enacted before
the end of the present Session in the autumn.
There w e r e
objections to its introduction before the White Paper had appeared;
and a preferable course might be to append a draft Bill to the
White Paper when it was published.

-1

9

ELECTORAL
ARRANGEMENTS
IN G R E A T E R
LONDON

2.
The Cabinet considered the question of the electoral
arrangements which should apply to local authorities in
Greater London.
THE HOME S E C R E T A R Y said that the Ministerial Committee
on Regional Policy and the Environment had recently
considered the difficult question of the use which should be
made of the power provided in the Local Government Act, 1972,
to modify the timing and frequency of local government
elections in London.
The decision to be taken was whether all
members of each London borough council should come up for
election together every four years or whether one-third of
the councillors should retire in each of the three years between
elections to the Greater London Council ( G L C ) . A t present,
county councils, the GLC and the London borough councils
had whole-council elections.
A l l borough councils outside
London, however, retired by thirds; and in the urban and
rural districts the Council could choose between the two systems.
So far as the London boroughs were concerned, the Committee
had concluded that, in principle, election by thirds was
preferable, on the grounds that it would make for more
efficient local administration by ensuring greater continuity
of experience and avoiding abrupt changes in the composition
of Councils and that, since elections would be more frequent,
the local political organisations would be enabled to function
more effectively.
Opinion in the Conservative Party, though
not unanimous, was strongly in favour of election by thirds,
which was also supported by the Liberal Party.
The Labour
Party, however, and 25 out of the 32 London boroughs,
favoured whole-council elections.
The situation was
complicated by the fact that, when the Local Government Bill
was before Parliament, specific undertakings had been given by
the Ministers concerned that the powers relating to London
would be used to enable the Government to do what the GLC and
the London boroughs wanted them to do. In the light of this
commitment there would clearly be difficulty in evading whole 
council elections.
In discussion i t was suggested that, although on merits there
could be little doubt about the desirability in principle of
election by thirds, the undertakings given to Parliament were
so specific that the Government neither could, nor should seek,
to evade them.
It might not be necessary, however, for an
immediate decision to be taken on the matter.
There was
general agreement that the next elections should be in 1974;
and this could be announced at once.
These elections would
have to be on the whole-council basis which at present applied,
because election by thirds would call for substantial adjustments
to ward boundaries and these would take some time to complete.
If it were later decided that election by thirds should begin to
apply in 1978, when the next elections would be due, it would be
possible to complete the necessary redrawing of ward boundaries
in time, so long as the decision was taken not later than 1975.
2

THE PRIME MINISTER, summing up the discussion, said
that it was perhaps unfortunate that the Government should have
been committed to give effect to a decision taken by some other
authority.
The Cabinet agreed that election by thirds was in
principle desirable.
In relation to the elections due in 1974,
however, there could be no question of breaching the under
takings which had been given in Parliament; and the whole 
council basis must therefore apply.
But this should not imply
that the possibility of changing the present electoral arrange
ments must be permanently excluded. An early announcement
should therefore be made that there would be local elections in
London in 1974; that they would be on the present whole
council basis; and that further consideration would be given to
the arrangements which should apply to subsequent elections.
The Governments decision should be indicated informally in
advance to those of their supporters who represented London
constituencies.
The Cabinet 
1.
Took note, with approval, of the P r i m e
M i n i s t e r s summing up of their discussion.
2.
Invited the Home Secretary, in consultation
with the Secretary of State for the Environment,
to arrange for an early announcement to be made
accordingly.

3

OVERSEA
AFFAIRS

Afghanistan

Portugal
Previous
Reference:
CM(73) 37th
Conclusions,
Minute 2

3.
THE FOREIGN AND COMMONWEALTH S E C R E T A R Y
said that the King of Afghanistan had been deposed during his
absence abroad; and a republic had been declared.
This was
an unwelcome development.
General Daud, the leader of the
new r e g i m e , was anti-British and pro-Soviet in his sympathies;
and the Soviet Union might have connived at his seizure of
power.
The change would be of concern both to the Shah of Iran,
because it would increase Soviet influence in Afghanistan, and
to the Government of Pakistan, because General Daud had
already reaffirmed his support for the separatist Pakhtunistan
movement.
The situation in some parts of the country remote
from Kabul was not clear; and i t was possible, though perhaps
unlikely, that some support might rally to the King.

T H E FOREIGN AND COMMONWEALTH SECRETARY said that
the P r i m e Minister of Portugal, Dr. Caetano, had appeared to
be v e r y pleased with his visit to this country.
Little further
information had become available to cast light on the accuracy
of the charges that there had been a massacre in the Tete
Province of Mozambique in 1972; but Her Majesty's
Ambassador in Lisbon, who had visited the area, believed, as
a result of informal contacts which he had made there, that the
allegations were not true.
The Cabinet Took note of the statements by the Foreign and
Commonwealth Secretary.

9

EUROPEAN
COMMUNITY
AFFAIRS

4.
THE C H A N C E L L O R OF THE DUCHY OF LANCASTER
said that the Council of Ministers (Agriculture) at their
meeting on 16-17 July had agreed to a derogation for the
United Kingdom sugar-refining subsidy until 1 July, 1974.
The Council had also discussed proposals by the Commission
for a future Community sugar r e g i m e , including arrangements
fcr meeting the commitments to the developing countries which
were members of the Commonwealth Sugar Agreement (CSA).
But no conclusions had been reached.
The Chancellor of the Duchy of Lancaster said that he had had
useful discussions with French Ministers in Paris on 16-17 July.
It was becoming increasingly clear that, although the French
Government were not unwilling that the programme of measures
agreed at the European Summit should be put into effect, their
concurrence in practice would be conditional on their obtaining
satisfaction on certain issues.
They were particularly anxious
that the independently floating currencies should rejoin the
Community monetary arrangements; and they were reluctant
to see significant progress in the international trade
negotiations in the absence of an assurance that there would be
genuine progress towards international monetary reform.
Their
attitude on these questions reflected their concern about the
continued depreciation of the United States dollar and the action
which the United States Government had taken to suspend
exports of soya beans.
THE PRIME MINISTER said that we should not be unduly
influenced by the attitude of the French Government, which was
their customary posture for purposes of tactical negotiation.
We had already derived advantage from the first six months of
our membership of the Community; and good progress was
being made in implementing the Summit programme.
We must
be prepared to defend our own interests as vigorously as the
French Government defended theirs.

5

t
NORTHERN
IRELAND
Previous
Reference:
CM(73) 3&h
Conclusions,
Minute

5.
THE S E C R E T A R Y OF S T A T E F O R N O R T H E R N
I R E L A N D said that the Protestant marches on 12 July had
passed off quietly.
There had been a number of serious
bombing incidents in the last few days, involving both the
Provisional Wing of the Irish Republican A r m y and Protestant
extremists.
In general, however, the l e v e l of violence
remained low.
His consultations with the political Parties continued.
At
this stage they were adopting intransigent positions; but it
should still be possible to hold the first meeting of the new
A s s e m b l y on 31 July. Agreement had not yet been reached
on a candidate for the post of its Presiding Officer.
The
nominee of the Social Democratic and Labour Party might
w e l l prove to be v e r y suitable.
The Unionists would prefer
one of their own number; but their candidate was not so
impressive.
The Cabinet Took note of the statement by the Secretary of
State for Northern Ireland.

6

INDUSTRIAL
AFFAIRS

6.
The Cabinet gave further consideration to policy to
counter inflation.
Their discussion and the conclusions
reached are recorded separately.

CounterInflationary
Policy
Previous
Reference:
CM(73) 37th
Conclusions,
Minute 3

The Coalmining
Industry

THE SECRETARY OF S T A T E F O R E M P L O Y M E N T said that
the Executive of the National Union of Mineworkers (NUM)
had proposed that their next pay settlement should date from
1 November, 1973, rather than 1 March, 1974, which would
be the date required by the 12 months' rule under the Pay
Code. If they maintained this demand, they might find
themselves taking the lead in opposing the introduction of the
Governments proposals for Stage 3. Much would depend
upon their view of developments during the next few weeks and
of the course of the forthcoming TUC Congress.

The Newspaper
Industry

The Newspaper Publishers Association ( N P A ) were still
discussing with the unions in the printing industry, other than
the National Society of Operative P r i n t e r s , Graphical and
Media Personnel ( N A T S O P A ) , the possible basis for a settlement of the pay dispute in the newspaper industry.
It
appeared that this might now take the form of the payment to a
charity of a sum equivalent to the increase which would have
been paid, had the Pay Code permitted.
This would not
contravene the Code; and there could be no objection as long as
the charity was a recognised one.
But it would be necessary to
try to ensure that the scheme agreed was not one which, although
in accordance with the letter of the Code, contravened its spirit,
as would be the case if the charity were a new one designed to
ensure that the prohibited payments were made in another way.
The Charity Commissioners, however, would be unlikely to be
prepared to recognise a charity of this kind. Some of the
employers in the industry would not be opposed to the Pay
Board's making an Order to prevent any payments being made,
if this proved both possible and desirable.
Lord Goodman was
at the sana time endeavouring to improve the N P A ' s relationship
with Mr Briginshaw, the General Secretary of NATSOPA.

Previous
Reference:
CM(73) 36th
Conclusions,
Minute 5

M r George Hill

The decision of the Amalgamated Union of Engineering
Workers (AUEW) to defy a ruling by an industrial tribunal
that they should pay £2, 800 compensation to Mr George Hill,
who had been expelled from the union after he had refused to
join a strike, gave r i s e to a situation in which Mr H i l l s
remedy lay in seeking to ensure enforcement of payment
through the County Court under the normal process of civil
law.
Neither the National Industrial Relations Court nor the
Government therefore had any locus in the matter, even though
an e a r l i e r tribunal had decided that Mr Hill's expulsion from
the AUEW had been an unfair industrial practice.
:

The Cabinet Took note of the statements by the Secretary
of State for Employment.

8

PUBLIC
EXPENDITURE
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Reference:
CM(73) 4th
Conclusions,
Minute 5

7.
The Cabinet considered a memorandum by the
Chancellor of the Exchequer (CP(73) 81)about public
expenditure to 1977-78.
They also had before them a
memorandum by the Central Policy Review Staff (CPRS) on
the same subject (CP(73) 83); and a N o t e by the Chancellor
of the Exchequer (CP(73) 82), to which was attached the 1973
report of the Public Expenditure Survey Committee (PESC).
THE CHANCELLOR OF THE EXCHEQUER recalled that, when
the programmes of public expenditure had been determined for
the purpose of the annual White Paper in December, 1972,
(Cmnd. 5178), the Cabinet had recognised that the contingency
r e s e r v e was virtually fully committed.
Moreover, in spite of
the substantial reductions made in 1970 immediately after the
present Administration had been formed, the programmes
published in December, 1972, considerably exceeded those
published by the previous Administration.
The Cabinet had
therefore agreed in January that a fully adequate and uncommitted
r e s e r v e must be re-established.
The proposals in Cmnd. 5178
had generally been w e l l received as regards the medium-term.
Such criticism as there had been had mainly concerned the
short-term; but this had been met by the reductions which,
with the Cabinefs agreement, he had announced on 21 May.
F o r the later y e a r s , from 1975-76 to 1977-78, however, the
costings of individual programmes in the 1973 PESC report,
together with an appropriate uncommited r e s e r v e , would now
raise the rate of growth of expenditure substantially above the
levels published in Cmnd. 5178 for those years.
Moreover,
although the costings included realistic estimates for certain
programmes which had not yet been finally decided, they did
not include additional demands by Ministers totalling
£315 million by 1976-77.
Against the background of the present uncertain international
monetary situation and the fears which were being expressed
about possible "overheating" of the economy, it was
essential to demonstrate, both to Parliament and to inter
national opinion, that public expenditure would not exceed the
totals published in December.
He proposed, therefore, that
public expenditure for 1975-76 and 1976-77 should be limited
to the totals published in Cmnd. 5178, while including an
adequate contingency r e s e r v e ; and that the trend to 1977-78
should be similarly adjusted. This would permit personal
consumption to increase at an average annual rate of 3. 0 per
cent from 1972 to 1978, although even on this basis the r e a l
burden of personal taxation would be increasing.
The CPRS
had drawn attention to the fact that, even if these proposals
w e r e adopted, the contingency r e s e r v e would leave little roOm
for manoeuvre.
But i t would not be realistic to propose lower
totals for public expenditure than those which he was now seeking.

In accordance with the Cabinet s decision in January, certain
modifications of policy which would help to restore an adequate
contingency r e s e r v e had been summarised in Table 2 of the
PESC report.
This material, however, had to be used
selectively if it was to serve the Governments main objectives,
including economic expansion and the restraint of inflation;
and he was not now asking for any decisions on individual
programmes.
He proposed, instead, to consider the
possibilities in consultation with the Ministers concerned and
to bring forward specific proposals in October,
At this stage
he was asking the Cabinet only to endorse this programme of
work and to agree that the level of total public expenditure
should be limited as he had indicated.
1

In discussion it was suggested that, although the effect on
confidence in sterling of the published public expenditure
figures needed to be given full weight, the quality and
quantity of the services provided, for example in the social
services and in aid to development a r e a s , was also important.
Some of the proposed reductions summarised in Table 2 of
the PESC report would be unacceptable to the Ministers
concerned; and the reductions did not appear to bear with
equal weight on the various programmes.
Moreover, if the
proposals for additional expenditure w e r e accepted, the
adoption of the limits proposed by the Chancellor of the
Exchequer would require a reduction in total public expenditure
of about £ 1 , 200 million. This could not be achieved without
major policy decisions; and the Cabinet would need time to
examine the strategic priorities to be accorded to the different
expenditure programmes and to other objectives such as, £op
example, counter-inflationary policy.
It might therefore be
desirable, before specific proposals w e r e brought to the
Cabinet in October, that the Cabinet as a whole should have a
further general discussion of these issues.
On the other hand there was a basic dilemma, which had been
emphasised in the CPES memorandum and in their recent
strategy presentation, that, if faster economic growth was to be
achieved, room must be left for an improvement in the
balance of payments and for investment to modernise industry.
The present moment offered a unique opportunity to achieve
these objectives; but it would require action of a kind which
would not necessarily be popular.
The PESC report indicated
that the cost of existing programmes would require an average
annual increase of public expenditure of 3 j per cent in demand
t e r m s , and of private consumption by only 2.\ per cent.
By
contrast, the Chancellor of the Exchequer^ proposals would
enable each to rise at approxirra tely 3 per cent; and any
slower rate of growth for private consumption could jeopardise

the counter-inflation, policy and economic expansion.
Table 2 of the PESO report only summarised various
modifications of policy which had been identified as feasible;
and acceptance of the Chancellor of the Exchequers present
proposals did not imply any endorsement of this Table as
guidelines for the programme of work which he had proposed.
A l l that was being sought at this stage was agreement on the
total limitations suggested, together with endorsement of the
proposed programme of discussions which should result in
specific proposals being brought forward for consideration by
Cabinet in the autumn. In the meantime, it would still be
possible to give further consideration to the strategic
priorities as a background to the proposed bilateral discussions.
In further discussion it was suggested that the Cabinet needed
to review the prospects for public expenditure against the
general background of the allocation of the gross national
product to various uses. A judgment of the appropriate total
for public expenditure was also affected by the assumption
adopted about the future rate of expansion of the economy.
The medium$term economic assessment had forecast an average
annual increase in the gross domestic product of 3. 9 per cent
in real terms between 1972 and 1978; and, although the
achievement of a higher rate of growth need not be ruled out,
*he considered view of Departmental economic advisers was
that it would be imprudent to base public expenditure
programmes on any more optimistic assumption at this stage.
It would nevertheless be instructive to examine in greater
detail the allocation of national resources in percentage terms
between the different main programmes. In interpreting
such information, however, regard would need to be paid to
the extent to which the different programmes themselves
contributed to economic expansion.
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet agreed that the Chancellor of the Exchequer should
have bilateral discussions with Departmental Ministers on the
basis proposed in CP(73) 81 and should bring forward proposals
in October with a view to final decisions being taken by the
Cabinet at that stage.
These discussions,however, should not
be confined to, or prejudged by, the particular suggestions in
Table 2 of the PESC report.
M o r e o v e r , it would not be
possible for some of the more urgent expenditure proposals
at present under consideration to be deferred until final
decisions could be taken in the autumn. In order to provide a
background against which the bilateral discussions could be
conducted the Cabinet wished to have an early general
discussion of the strategic priorities and the balance to be

struck between the different expenditure programmes, bearing
in mind the extent to which these programmes themselves
contributed to economic expansion.
F o r this purpose, the
Cabinet would need further information about the proportion of
national resources devoted to the main expenditure programmes.
The Cabinet 
1.
Took note, with approval, of the summing
up of their discussion by the P r i m e Minister and
agreed to resume their discussion at an early
meeting.
2.
Invited the Chancellor of the Exchequer to
circulate information about the proportion of
national resources devoted to the main public
expenditure programmes.

D E F A U L T ON
THE HOUSING
FINANCE ACTS

8.
The Cabinet considered a memorandum by the
Secretary of State for the Environment (CP(73) 80) about the
late implementation of the Housing Finance A c t s .

Previous
Reference:
CM(73) 33rd
Conclusions,
Minute 6

THE MINISTER FOR HOUSING AND CONSTRUCTION said that
in England and Wales 32 local authorities had failed to implement
by the due date the rent increases which had become effective in
the previous October.
in 15 areas in England some 200
councillors in all might be surcharged as the result of being
adjudged by the District Auditors to be responsible for the
resulting losses.
In Wales 5 areas w e r e similarly affected.
If the law w e r e allowed to take its course, the councillors held
responsible would be disqualified from holding office for a
period of 5 y e a r s ; and in some a r e a s , where the losses of rent
income had been v e r y heavy, a number of them might be
rendered bankrupt.
There would be no good grounds, however,
for the Courts or the Secretary of State to allow an appeal against
a surcharge or to afford any relief.
Any kind of amnesty would
require legislation.
But, while such legislation might be
regarded as justified in order to avert an unduly harsh
punishment, the councillors concerned had acted in full
knowledge of the possible results.
T o r e l i e v e them of the due
legal consequences would therefore create a disquieting
precedent; would seem unfair to those councillors who had been
opposed to the A c t but whose respect for the law had led them to
implement it by the due date; and might cause some councillors
to feel that the rent increases to be made in the coming October
could be postponed with impunity.
It would be desirable to
defer any decision with regard to an amnesty until the progress
in implementing those increases could be assessed.

The Cabinet were informed that in Scotland 25 local authority
areas w e r e affected.
The decision to make surcharges north
of the Border, however, rested with the Secretary of State,
who possessed a certain element of discretion, although it was
doubtful whether it would be appropriately exerci sed ir. the
cases concerned.
In discussion it was suggested that those who had decided to
implement the legislation, whether out of respect for the law
or because of the severe penalties which disobedience might
entail, would be dismayed if the consequences of defiance, of
which the councillors concerned had been clearly aware, were
not now incurred. Ratepayers had suffered losses as a result
of this defiance; and they could not be expected readily to
support an amnesty.
Moreover, it would be undesirable to
encourage an assumption that future defiance would not be
dealt with in accordance with the law.
On the other hand the
legislation had been implemented and the law had ultimately
been observed; and i t might now be considered unnecessary
to press the issue to the point of insisting that the substantial
number of councillors concerned should incur the v e r y severe
penalties which would necessarily be involved if no amnesty
w e r e given.
If the law were allowed to take its course, a numbe
of by-elections would be needed, and the smooth establishment
of the new local authorities in A p r i l , 1974, mignt be affected;
court action might be required in order to enforce recovery of
the relevant sums from the councillors concerned; and in
certain cfrcumstances the possibility of their commitment to
prison for contempt of court might a r i s e .
A series of events
of this kind, spread over a period of many months and
attended by considerable publicity at each stage, was not an
attractive prospect.
A major political decision was therefore
involved.
In further discussion it was suggested that, if an amnesty were
to be conceded in principle, it would be difficult to justify
making an exception in the case of particular authorities.
M o r e o v e r , it was unsatisfactory that under the legislation as it
stood at present penalties would not in any way be related to
the extent of the defiance.
A v e r y short period of defiance in a
large area might incur a larger penalty than a much longer
period in a small area.
It might, therefore, be preferable to
provide for some adjustment in the provisions relating to
penalties in order to take account of such considerations.
Alternatively, it might be desirable to provide for only a
proportion of the total loss to be recovered.
It might be
appropriate, however, not to modify the provisions relating to
disqualification, since the councillors concerned had in fact
shown themselves unfit to hold office.

It was noted that District Auditors would probably not begin
their audits in the relevant areas before October; and on that
basis their reports might not be completed before March, 1974.
In the course of their investigations they would be required to
give opportunities for representations to be made to them about
any proposed surcharges.
In this connection, it was recalled
that, when the question of a surcharge on councillors who had
been responsible for the illegal provision of f r e e school milk
had been under consideration, it had been decided that, if
the councillors gave assurances about the implementation of the
relevant legislation in the future, it would be proper for the
relevant expenditure to be authorised by the Secretary of State;
and the recalcitrant councillors had thereby been persuaded to
conform.
The possibility of adopting similar tactics in relation
to the housing finance legislation should now be considered.
If
such a procedure was not possible in this case, it would
nevertheless be necessary to consider carefully whether other
means were available for showing a measure of clemency and
avoiding the need for specific legislation.
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet agreed that a decision should not be taken until the
autumn. A t that time they would be able to consider the extent
to which the October, 1973, rent increases were being
implemented and the progress with Stage 3 of the counter
inflationary policy.
It would be necessary to bear in mind that
the councillors concerned, with the sole exception of those atj
Clay Crosrs, had ultimately akcnowledged the necessity to comply
with the legislation. The Government's policies, therefore, had
been successful in this respect; and i t might not be readily
understood why severe penalties must now be exacted. The
introduction of legislation to provide power to confer an amnesty,
however, was not an attractive course.
The alternatives of
relieving councillors of financial liabilities but leaving them
subject to disqualification, or of providing for more equitable
financial penalties, should therefore be considered.
It was
important also that the possibility of arranging otherwise than
by legislation for the councillors to be relieved of the prospective
surcharges should be fully explored.
The Cabinet 
1.
Took note, with approval, of the summing
up of their discussion by the P r i m e Minister.
2.
Invited the Secretary of State for the
Environment, in consultation with the Secretaries
of State for Scotland and for Wales: 

i.
to explore further whether it would be
possible to r e l i e v e the councillors concerned
of the prospective surcharges without recourse
to legislation;
ii.
to consider whether, if a decision w e r e taken
to introduce legislation, it would be appropriate:
a.
to provide for the councillors to be
relieved of financial penalties but to remain
subject to disqualification;
b.
if financial penalties were retained, to
provide for such penalties to be exacted on a
more equitable basis, on the lines indicated
in the discussion;
iii.
to make a further report to the Cabinet on
the matter at the end of September.
3.
Invited the Secretaries of State for the
Environment, for Scotland and for Wales to arrange
that the institution of audits in the relevant areas
should be deferred so far as was practicable.

Cabinet Office
19 July 1973
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THE PRIME MINISTER said that, in the light of the
Cabinet's discussion of threshold arrangements at their
meeting on 17 July, he had considered further with the
Ministers concerned the application of such arrangements to
Stage 2 of the pay policy. It had then emerged that the Pay
Board saw objections to the Government's proposals in this
respect on the grounds that threshold arrangements of the kind
envisaged would impose an excessive administrative burden
on their existing staff.
He had accordingly concluded that it
would be unwise to announce an intention to introduce
threshold arrangements in Stage 2 during the Parliamentary
debate on the previous day; and the Pay Board would now
consider what action could be taken to deal with the situation
in the remainder of Stage 2 if the Retail P r i c e Index continued
to r i s e . In the light of their suggestions he would be prepared
to discuss the matter with the Trades Union Congress and the
Confederation of British Industry with a v i e w to a later
announcement.
The Cabinet Took note of the statement by the P r i m e Minister.
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PARLIAMENTARY
AFFAIRS

1.
THE LORD PRESIDENT OF THE COUNCIL said that
there had recently been several indications, including
observations by some of the Select Committees of the
House of Commons, of a r e v i v a l of concern about the procedures
of Parliament and the possibility of promoting their r e f o r m on
more practical and realistic lines.
He would in due course
circulate some reflections on the issues involved, for
consideration by his colleagues.

OVERSEA
AFFAIRS

2.
THE FOREIGN AND C O M M O N W E A L T H S E C R E T A R Y
said that the Security Council of the United Nations was
considering a resolution on the Middle East.
The text was
not acceptable to the Israeli Government.
But there seemed
to be no possibility of amending it in a way which would make
it less objectionable to them; and we should have no
alternative but to vote for it.

Middle East
Previous
Reference:
CM(73) 26th
Conclusions,
Minute 3

Commonwe alth
Heads of
Government
Meeting

THE FOREIGN AND C O M M O N W E A L T H SECRETARY said
that President Amin of Uganda had decided to attend the
Meeting of Commonwealth Heads of Government which was to
open in Ottawa on 2 August.
This should not inhibit us from
criticising his Government for their treatment of the Ugandan
Asians and for their failure to pay compensation to British
residents whose property had been confiscated.
THE PRIME MINISTER said that we must also be prepared for
the Meeting to seek to criticise both the French Government
for the nuclear tests which they were in course of carrying out
and the Portuguese Government for their allegedly repressive
policies in A f r i c a .
In addition, there would probably be some
critical reference to our attitude towards Rhodesia.
On all
these issues we might find ourselves standing virtually alone.
The Cabinet Took note of the statements by the P r i m e
Minister and the Foreign and Commonwealth
Secretary.

3,
THE C H A N C E L L O R OF THE DUCHY OF L A N C A S T E R said
that the meeting of Ministers of the European Economic Community
(EEC) in Copenhagen on 23 July had made some progress in defining
a European identity for the purposes of further consideration of the
relationship between the Community and the United States,
The meeting of the Council of Ministers in Brussels on 23 and 24 July
had reached agreement on a satisfactory text for the Community^
opening statement at the forthcoming Conference with the associated
States and the Commonwealth countries eligible for association.
In discussion of the forthcoming negotiations under the General
Agreement on Tariffs and Trade ( G A T T ) , the French representatives
had attempted to insert a provision precluding progress in the
multilateral trade negotiations unless there were parallel progress
in the monetary discussions. But after a difficult discussion a
specific link of this kind had been avoided. No agreement had
been reached on an offer to be made to countries claiming compensa
tion under A r t i c l e XXIV(6) of the G A T T ; but the prospects £or the
G A T T meeting in Tokyo in September seemed f a i r .
There had been
a difficult discussion about the supplementary budget proposed by the
Commission.
The greater part of it related to expenditure entailed
by the Common Agricultural Policy ( C A P ) , which the Council had
little option but to approve, since it was consequential upon poHcy
decisions which had been taken at an earlier stage.
So far we had
not secured a corresponding increase in the provision for the Social
Fund; and this would be considered further in September.
In discussion it was suggested that the supplementary budget raised
serious issues for the United Kingdom. It was unsatisfactory that
we had not been able to secure increased provision for the Social
Fund while the additional agricultural expenditure, which represented
a net loss to the United Kingdom, had been approved.
If we were to
anticipate a recurrence of this situation in relation to the Social
Fund, we must press our objections at the point when the poHcy
decisions which could increase expenditure were being considered.
This was the more important in that the supplementary budget would
be liable to have an adverse effect on Parliamentary and public
opinion towards the EEC at a critical juncture in the development
of the Governments counter-inflationary policies.
It was already
difficult to point to benefits which had resulted from our accession,
as an offset to the disadvantages which were more evident.
The
supplementary budget cancelled out the improvement in our net
contribution which had been noted in the 1972 White Paper on Public
Expenditure; and the financial burden of membership appeared likely
to become heavier rather than lighter, since increases in expenditure
under the C A P might counterbalance any net gains which we might
make in other a r e a s . Although our industry was beginning to benefit
from access to the larger market and we had been successful in some
Community negotiations such as the C A P price determinations, the
total outcome to date was less than satisfactory.

THE PRIME MINISTER, summing up the discussion, said that the
balance of advantage to the United Kingdom of membership of the
Community should be kept under careful review; and an attempt
should now be made to assess it in quantitative t e r m s .
In view
of the financial implications it would be necessary to adopt a
determined attitude towards the negotiations with the Community
on the C A P and the Regional Development Fund.
The Cabinet 
Took note, with approval, of the P r i m e Minister s
summing up of their discussion.
f

ft

NORTHERN
IRELAND
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4.
THE S E C R E T A R Y OF S T A T E FOR NORTHERN IRELAND
said that the recent major successes of the Security Forces in
arresting members of the Provisional Wing of the Irish Republican
A r m y , including some of its leading figures, were the result of a
sustained intelligence effort.
It was perhaps significant that the
age of those engaged in violence continued to fall; he had recently
felt obliged to issue a detention order against a youth of 15.
Agreement had not yet been reached on the choice of a Presiding
Officer for the Northern Ireland Assembly, which was to hold its
first meeting on 31 July.
It was important to avoid, if possible,
a conflict on this issue between the Social Democratic and
Labour Party (SDLP) and the Unionist Party; and, since
Mr Faulkner, the leader of the Unionists, now appeared to think
that he would not have the support of his colleagues in agreeing t o
an SDLP candidate, it s&emed likely that the choice would fall
upon a Unionist member.
P r o g r e s s towards agreement on the
composition of an Executive was proving difficult; and there was
considerable opposition to the choice of Mr Faulkner as Chief
Executive.
The critical point for securing a decision on this
matter was likely to be in September.
THE PRIME MINISTER said that the Irish Government had come
to the conclusion that the choice of Mr Faulkner as Chief Executive
was the only realistic course, and had tried to persuade the SDLP
that this was so.
The Cabinet Took note of the statements by the P r i m e Minister
and the Secretary of State for Northern Ireland.
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THE S E C R E T A R Y OF STATE F O R E M P L O Y M E N T said that
5
it had now been decided that the deferred pay increases, totalling
£500,000, which the Co-operative Societies had paid to 63,000
workers and were likely to pay to 6,000 more did not require the
prior approval of the Pay Board.
It would be necessary to reconsider
the repercussions of this ruling and the means of deterring others
from making use of the same loophole in the Pay Code.
The National
Union cf Bank Employees and the National Union of Journalists were
known to be seeking legal advice; but there was ixo indication yet of
the action which they were likely to take.
There might be^few other
instances in which the Pay Board were inhibited from taking
corrective action in Stage 2 under paragraph 113 of the Code.
It would be necessary, however, to keep the position under r e v i e w .
0

THE S E C R E T A R Y OF STATE F O R E M P L O Y M E N T said that the
Newspaper Publishers Association were consulting both the Pay
Board and the Charity Commission about their agreement to pay
into a benevolent fund the sums which would otherwise have been
due under their threshold agreement with the printing unions. It
seemed likely, therefore, that the resulting arrangements would
prove to be in accordance with the Code. Although M r . Briginshaw
was still agitating for the implementation of the threshold agreement,
he was not likely to gain much sympathy when the public became
aware of the high level of pay already received by those concerned.
The chapels were now preparing separate "house" c l a i m s .
The Cabinet 
1,
Took note of the statements by the Secretary
of State for Employment.

Rent
Allowances
for
Metropolitan
Police

THE HOME S E C R E T A R Y said that at a meeting of the Ministerial
Committee on Counter-Inflation Measures on the previous day the
members of the Committee other than himself had taken the view
that the Pay Board should be asked to rule whether the rent
allowance for the Metropolitan Police must be treated as pay
for the purpose of the P r i c e and Pay Code.
He had been unable
to accept this conclusion and was accordingly referring the matter
to the Cabinet.

In recognition of the fact that the police were denied the right to live
where they chose they had enjoyed for the last 50 years a statutory
entitlement either to f r e e housing or to a rent allowance in lieu.
The entitlement to f r e e housing was regularly taken into account
in determining pay.
It was a basic element in police conditions
of s e r v i c e ; and the rent allowance was essential both for the
maintenance of parity between police forces and for the avoidance
of unfairness between those who enjoyed f r e e housing and those who
did not.
The allowances had never been regarded as part of a
The pay was settled on a national basis, while
policeman s pay.
the allowances were reviewed separately for each police force at
regular two-yearly intervals.
The latest review of the rent
allowance for the Metropolitan Police had recommended that
the maximum should be increased from £10 to £15. 32,
This
would bring the Metropolitan allowance into, line with those in
other parts of the country: at present it was less than that in
Teesside and equal to that in Gloucestershire,
Agreement had
later been reached on a national pay increase for the police within
the Pay Code, to take effect from 1 September. If the rent allowances
were to be brought within the Stage 2 pay limit, the agreement would
have to be renegotiated.
This would be keenly resented by the whole
police f o r c e ; and in the case of the Metropolitan Police it would be
liable to aggravate the recent sharp decline in recruitment,,
!

THE S E C R E T A R Y OF STATE FOR NORTHERN IRELAND said that
he faced a similar problem in relation to the Royal Ulster
Constabulary (RUC).
There had been a sustained campaign
in favour of their being paid, special allowances, which he had
successfully resisted on the basis of a settlement within the Pay
Code, But the discussions had been based on the assumption that
the rent allowances would be treated as outside the Code, If this
was not to be so, the question of special allowances would be
revived; and the position would become v e r y difficult.
The
R U C s recruitment problem resembled that of the Metropolitan
Police; and it would be similarly aggravated by an adverse ruling
on rent allowances.
!

THE S E C R E T A R Y OF S T A T E F O R E M P L O Y M E N T said that the
increases in rent allowances which had been implemented during
the standstill had been approved at a time when discretion had lain
in the hands of Ministers.
When the Government had established
the Pay Board, however, they had taken the decision that all public
bodies should be subject to it and that even cases where pay was
determined under statutory arrangements should be referred to
it.
The Board, as an independent body, must be expected to act
on its own interpretation of the Pay Code.
It had the right to demand
the prior notification of an increase; and it could rule, on its own
initiative, whether the rent allowances were within or outside the
pay limit.
If they were within the limit, it could exercise its powers

to reduce the pay settlement for the police accordingly.
When the
Code was drawn up it had been intended that paragraph 142, which
exempted the reimbursement of expenses incurred in the course of
employment, would apply to police rent allowances; but it was for
the Board itself to decide whether to adopt this interpretation.
In
other instances the Board had ruled that rent allowances should
count as pay.
The recruitment implications were not necessarily
a conclusive argument, for London weighting, which was intended
to deal with an analogous problem, was not exempt -under the Code.
If the issue was not submitted to the Board, the Government would
put at risk their policy for Civil Service pay and for the remuneration
of doctors and dentists; and it would be unwise to appear to favour
the police at the expense of other workers at a time when there was
a possibility of further industrial unrest.
It was reasonable to
suppose that the considerations advanced by the Home Secretary
should influence the Pay Board in reaching its conclusions; but
they should not be used to justify evading the Board's scrutiny.
F o r these reasons it would be preferable that no decision should
be taken until the Board had been consulted.
In discussion it was suggested that great weight must be attached
to the recruitment difficulties of the Metropolitan Police and the
RUC and that to diminish the statutory right of the policeman to
free accommodation would be more serious in its implications
than to set aside a collective agreement.
M o r e o v e r , the arrangement
whereby the rent allowance^ was taxable (even though the tax was
refunded) while no tax was paid on the free accommodation to which
the rent allowances' was an alternative was an anomaly which could
not reasonably be used to justify including the rent allowance, but not
the free accommodation within the pay limit.
It was relevant that
the increased rent allowance for the Metropolitan Police could have
been paid in January; that the increases in the corresponding
allowances of other police forces which had been approved during
the standstill had attracted no publicity; that there would be no need
to publicise a current increase in the allowance for the Metropolitan
Police outside the police force itself; and that, if the Pay Board
found that the allowance was not exempt under the Code, the
Minister would remain entitled to overrule the Board under
Section 6 of Schedule 2 of the Counter-Inflation Act, 1973, even
though it might be undesirable for the Government to implement
this power.
THE PRIME MINISTER, summing up the discussion, said that the
Cabinet felt that some means should be found of enabling the
Metropolitan Police to r e c e i v e their increased rent allowance
without reducing their Stage 2 pay settlement.
A s a first step
the Secretary of State for Employment should consult the Pay Board
informally and should ascertain, in particular, whether they would
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agree with the Government in regarding the allowances as exempt
under paragraph 142 of the P r i c e and Pay Code.
In the light of their
response he would consider, in consultation with the Secretary of
State and other Ministers concerned, how to give effect to the
intentions of the Cabinet.
The Cabinet 
2.
Took note, with approval, of the summing
up of their discussion by the P r i m e Minister.
3.
Invited the Secretary of State for Employment
to consult the Pay Board informally and to report the
outcome to the P r i m e Minister by Monday 30 July.

PUBLIC
EXPENDITURE
Previous
Reference:
CM(73) 38th
Conclusions,
Minute 7

6,
The Cabinet resumed their discussion of public expenditure
to 1977-78,, They had before them a memorandum by the Chancellor
of the Exchequer (CP(73) 87) about public expenditure priorities,
THE C H A N C E L L O R OF THE EXCHEQUER said that at their meeting
on 19 July he had explained to the Cabinet the background to the 1973
report of the Public Expenditure Survey Committee ( P E S C ) , It had
been agreed on that occasion that he should initiate bilateral
discussions with Departmental Ministers on the basis proposed
in CP(73) 81, with a v i e w to keeping the rate of growth of public
expenditure within the totals published in the 1972 White Paper on
Public Expenditure (Cmnd 5178), The recent movements in the
exchange rate for sterling, which was critically important for the
restraint of prices, had re-emphasised the need to maintain this
objective.
The Cabinet were not required to take decisions on
specific programmes until the bilateral discussions had taken place;
and it was at that stage also that final decisions on strategic
priorities would need to be taken.
The Cabinet had expressed
the wish, however, to have an early general discussion of public
expenditure p r i o r i t i e s ; and for this purpose they had asked for
further information about the proportion of national resources
devoted to the main expenditure programmes.
This information
was provided in CP(73) 87, which showed the proportion of total
public expenditure represented by the main programmes in 1970-71,
1973-74 and 1977-78, together with the rates of increase in the
individual programmes between these y e a r s .
Total public
expenditure was equivalent to about 50 per cent of the gross
domestic product.
The figures were in cost t e r m s , including
the relative price effect; but further work was being done on the
analysis of the relative size of the different programmes in demand
t e r m s , with a view to including the relevant information in the 1973
White Paper.
In discussion it was suggested that, although the proportion of public
expenditure devoted to the health and personal social services was
rising during the period, this would still not meet the urgent need to
improve the services for the elderly and disabled.
Provision had
been made for some increase in current expenditure; but the annual
rate of capital expenditure on these services had now levelled off,
even though by the end of the period the numbers of the elderly would
have increased by 10 per cent since 1971, F e w e r places for the
aged were being built in the United Kingdom than in the Netherlands,
which had only a quarter of our population.
Moreover, the number
of new places for the elderly was less than the number of additional
pla"ces provided by the prison building programme; and, however
desirable the reduction of overcrowding in prisons might be as an
ultimate social objective, it would appear of lower priority than an
improvement in the distressing conditions in which many aged people

had to l i v e
Housing also represented a serious social problem,
A reduction in the existing planned figures for the social services
would therefore be liable to appear indefensible when increases in
r e a l t e r m s were proposed for programmes such as roads and overseas
aid, both of which were at present planned to grow more rapidly than
most other programmes, or the renewal of buses for the National
Bus Company,
If sufficient reductions could not be found by other
means, it might be preferable to increase the charges for health and
school meals as soon as the counter-inflationary programme would
permit rather than to reduce the l e v e l of the main social service
programme s
0

0

On the other hand, while there might be political difficulties in
reducing the social service programme, there were also compelling
objections to reducing those categories of expenditure which were
fundamental to economic expansion.
The services which could be
provided for the elderly were basically dependent on the efforts of
the working population.
The recent strategy presentation to the
Cabinet by the Central Policy Review Staff had demonstrated the
extent to which, as a result of insufficient investment, our economic
achievement was falling behind that of other European countries.
Decisions to reduce nationalised industry investment, while possibly
m o r e immediately popular with the public, could be v e r y damaging in
the longer t e r m .
The proportion of modern steel-making capacity in
the United Kingdom, for example, was now markedly lower than that
in other countries of the European Economic Community or in the
United States or Japan, It would simply be short-sighted to curb
profitable investment, such as that on buses for the National Bus
Company or aircraft for the British Airways Board, which would
undoubtedly have qualified for finance on its commercial merits if
the organisations concerned had been in the private sector.
While
the road programme should be critically examined, some road
projects also could show a high economic rate of return as well
as helping to reduce the burden of casualties on the hospitals.
M o r e generally, further analysis was needed to identify those
parts of the various programmes which made a particularly effective
contribution to economic expansion.
In further discussion the following main points were made 
a.
The estimates for the last two years of the PESC
survey period were in any case m o r e tentative than those
for the e a r l i e r y e a r s .
Since the present difficulties in
increasing health and school meal charges derived from
the immediate needs of the counter-inflationary policy, it
was for consideration whether, if the responsible Ministers
were to undertake to increase these charges at some point
before 1977, this might justify some reduction in the

contingency allowance incorporated in the PESC totals.
There were serious dangers, however, in any further
reduction in the contingency allowance, which had already
been reduced by comparison with that provided in the 1972
expenditure survey.
If sufficient reductions in expenditure
could not be found without prejudice to economic expansion,
the possibility of higher levels of taxation should not be
altogether ruled out. A v e r y stringent attitude might also
need to be adopted towards the determination of the level of
rate support grant; and the possibility of charging for the
use of roads might also be examined^
b.
The inclusion in a single total of both capital and
current expenditure could lead to an unsatisfactory distortion
of investment decisions; and it would be helpful if the
information placed before the Cabinet could distinguish
clearly between them.
M o r e o v e r , the nationalised industries
and the social services did not appear to be dealt with equally
in this respect, in that the cost of the counter-inflationary
action on health and school meal charges v/as fully counted
in the PESC totals, while the cost of subsidising the
nationalised industries was only included in those cases
where a subsidy would evidently be needed, any subsidies
to other nationalised industries being left to be borne by the
contingency allowance. It was also arguable that to the
extent to which public expenditure programmes were able
to attract capital finance from the private sector^ this should
be excluded from PESC, although the diversion of private
sector funds to such projects might in practice increase the
difficulties of financing the Governments borrowing
requirement.
c.
In any further discussion of priorities it would
be instructive to be furnished with a comparison of the
relative amounts devoted by other industrialised countries
to the broad categories of defence, social services and
support of economic expansion.
Such comparisons,
however, would need to be made with care, in view of
the different ways in which social service expenditure
was financed in different countries.
THE PRIME MINISTER, summing up the discussion, said that
the Cabinet had now conducted an initial examination of strategic
priorities; but the information provided in CP(73) 87 clearly needed
to be supplemented by a more sophisticated analysis. In particular,
more information was required about the extent of the need for certain
categories of expenditure, such as roads; about the distinction
between those parts of the expenditure programmes which contributed

to economic expansion and those which financed social objectives;
and about the proportions of public expenditure devoted to the
different main categories in the United Kingdom and in other
comparable countries.
The Chancellor of the Exchequer should
therefore consider the means by which information on these matters
might best be provided for the Cabinet in the form of a presentation
as soon as the holiday period was o v e r .
The Cabinet 
1.
Took note, with approval, of the summing up
of their discussion by the P r i m e Minister.
2,

Invited the Chancellor of the Exchequer 
i.
T o pursue bilateral discussions with
other Ministers on the lines agreed at their
previous meeting, and to circulate a report
on the outcome as soon as possible.
ii.
To consider whether, in the meantime,
a presentation could be arranged for the
Cabinet on the lines indicated in the P r i m e
M i n i s t e r s summing up of their discussion.
l

7,
The Cabinet gave further consideration to the Channel Tunnel
project.
They had before them a memorandum by the Secretary of
State for the Environment (CP(73) 85), together with a draft White
Paper, which had been circulated by the Minister for Transport
Industries,
THE MINISTER FOR TRANSPORT INDUSTRIES said that agreement
on the financial terms had not yet been reached with the private
companies; and further negotiations were due to be held during
the following week.
Once agreement had been reached, however,
it would be impossible to prevent the details from becoming widely
known; and there would therefore be advantage in publishing the
White Paper as soon as possible thereafter.
Meanwhile, the
existing contract with the companies would expire on 31 July;
and arrangements would have to be made to finance the project
until its future was settled.
In discussion some concern was expressed that the Government
might be committed, by the issue of a White Paper during the
R e c e s s , to a project which would make a heavy demand on resources
at a period when public expenditure as a whole would be under
pressure; and the Government ? political opponents would not
be slow to suggest that the resources involved might be devoted
to programmes of greater social m e r i t .
There were still
considerable misgivings about the project in Scotland; and
public comment in general was tending to associate the Channel
Tunnel and the projected Maplin airport as extravagant ventures
of doubtful benefit to the country as a whole.
1

On the other hand, the Cabinet had already agreed that, provided
that acceptable financial terms could be secured, the Tunnel should
be allowed to proceed to the next stage. Once agreement about
those terms had been reached delay in publishing the G o v e r n m e n t s
decision might be misconstrued by French opinion, while the
international status of the project itself, together with the nature
of the engineering work involved, would make it difficult and costly
to defer the work after it had been launched.
It would be necessary,
however, to take vigorous steps to reassure public opinion; and the
Governments exposition of the case for the Tunnel must carry
conviction, A small group of Ministers should therefore examine
the text of the proposed White Paper and consider means of securing
its most effective presentation.
In this connection, it was noted
that Annex 5 to the draft text continued to assume a rate of growth
of gross national product for the United Kingdom, in the period to
1990, of 3. 5 per cent; and that the arrangements proposed for the
payment of interest to shareholders from capital during the
construction period depended on powers which had survived in
company law since the beginning of the century but had never
been invoked hitherto.
13
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THE PRIME MINISTER, summing up the discussion, said that the
Minister for Transport Industries, in close consultation with the
Chief Secretary, Treasury, should continue his negotiations with
the French Government and the private interests about the financial
terms.
He himself would make whatever arrangements were
required for the necessary consideration of the outcome during
the R e c e s s ; and, subject to its proving satisfactory, the balance
of advantage would probably l i e in publishing as soon as possible
thereafter the White Paper announcing the decision of principle
which the Cabinet had taken at their last discussion about the project.
The Lord President should therefore arrange forthwith for the
Ministers most closely concerned to examine the draft text in the
light of comments from members of the Cabinet and to consider
the provisional arrangements for its publication.
The necessary
expenditure should be maintained until the future of the project was
settled. It would be important to ensure, shortly before the White
P a p e r was published, that all members of the Government were
informed of the announcement of this major policy decision.
The Cabinet 
1.
Took note, with approval, of the summing up
of their discussion by the P r i m e Minister.
2,

Invited 
i.
The L o r d President of the Council to
arrange for the Ministers concerned to
consider forthwith the text of the draft
White Paper and the provisional arrangements
for its publication.
ii.

The Minister for Transport Industries 
a.
In consultation with the Chief
Secretary, Treasury, to continue the
negotiations with the French
Government and the private interests
about the financial terms and to report
the outcome to the P r i m e Minister and
other Ministers concerned,
b.
In consultation with the Chief
Secretary, Treasury, to provide, with
the French Government and the private
interests, for the continuation of the
necessary expenditure on the project
from 31 July until its future was settled,

REORGANISATION
OF THE
TRAINING
P F JUNIOR
SOLDIERS

B

8.
The Cabinet had before them a memorandum by the Secretary
of State for the Home Department about the training of junior soldiers
(CP(73) 84).
THE HOME S E C R E T A R Y informed the Cabinet that as a result of the
recent increase in the school-leaving age and a reduction in the period
of training there was now a substantially reduced need for junior
training facilities in the A r m y ; and the Ministerial Committee on
Regional Policy and the Environment had accordingly considered a
proposal that the Junior T r a d e s m e n ^ Regiments at Rhyl (North
Wales) and Troon (Ayrshire) should be closed and that the training
should be carried out elsewhere. In terms of military organisation
there would be substantial benefits in such an arrangement, including
a saving of more than £1 million a year in running costs. But the
closure of Rhyl and Troon would have serious implications for
regional policy, since both were areas of high unemployment and
the training centre at Rhyl v/as adjacent to Shotton, where major
steel closures were also in prospects
The Committee had
accordingly recommended that urgent consideration should
be given to the continued use of Rhyl and Troon for other military
purposes; and they had also expressed doubt about the wisdom of
announcing the cessation of junior training at these two establishments
until some indication could be given that the premises concerned
might be put to alternative use,
In discussion there was general acceptance of the view that it would
be uneconomic to retain Rhyl and Troon for junior training facilities
or to consider the transfer of infantry junior leaders or tradesmen
from Shorncliffe to either place.
But the impact on the local
economy would be serious at T r o o n which also represented the
only remaining military establishment in West Central Scotland
and was therefore of considerable recruitment importance as well;
and it would be liable to be even more severe at Rhyl in the light of
its proximity to Shotton, Since one-third of the A r m y in the United
Kingdom still occupied hutted accommodation, it should be possible
to put the premises at Rhyl and Troon to good military use and
thereby to maintain a more even distribution of military facilities
throughout the country. Alternatively, it might be possible to use
the buildings at Rhyl for a new Borstal which was under consideration.
s

THE SECRETARY OF STATE F O R DEFENCE said that it was at
first sight anomalous that, at a time when he was being pressed
to secure the utmost economy in defence expenditure, he should
also be asked to keep in being for military purposes premises and
facilities for which the A r m y had no economic use.
Nevertheless,
he would consider further in the broader interests of the Governments
regional policy whether some other use could be found for the
establishments in question, which would mitigate the impact of
their closure on local employment.

C O N Fa3

The Cabinet Approved in principle the closure of the A r m y junior
training establishments at Rhyl and Troon, on the
understanding that the Secretary of State for Defence
in consultation with other Ministers concerned, would
endeavour, before announcing this decision, to devise
alternative uses for the two establishments, whether
for military purposes or otherwise.
t

Cabinet Office
26 July 1973
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