


SECRET 


THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

C c ( 8 2 ) 31st 	 COPY NO 7 9 
Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet 

held at 10 Downing Street on 


THURSDAY 3 JUNE 1982 


at 11. 00 am 


P R E S E N T 


The Rt Hon Margaret Thatcher MP 

Prime Minister 


T h e The Rt Hon Lord Hailsham  Rt Hon William Whitelaw MP 

Secretary of State for the Home Department Lord Chancellor 


T h  e Rt Hon Sir Geoffrey Howe QC M P 	 The Rt Hon Francis Pym MP 
Secretary of State for Foreign and Chancellor of the Exchequer 

Commonwealth Affairs 


The Rt Hon James Prior MP T h  e Rt Hen Sir Keith Joseph M P 
Secretary of State for Northern Ireland Secretary of State for Education and Science 

The Rt Hon Peter Walker MP T h e Rt Hon John Nott M P 
Secretary of State for Defence Minister of Agriculture, Fisheries and 

Food 

T h e The Rt Hon George Younger MP  Rt Hon Michael Heseltine MP 
Secretary of State for Scotland Secretary of State for the Environment 

The Rt Hon Patrick Jenkin M P T l i  e Rt Hon Nicholas Edwards MP 

Secretary of State for Industry 
Secretary of State for Wales 

The Rt Hon Norman Fowler M P T l*e Rt Hon John Biff en MP 
Secretary of State for Social Services Lord President of the Council 

The Rt Hon Baroness Young T**e Rt Hon Leon Brittan QC M P 
Chief Secretary, Treasury 	 Lord Privy Seal 

l 
SECRET 



SECRET 


T h e Rt Hon Nigel Lawson MP The Rt Hon Norman Tebbit M P 
Secretary of State for Energy Secretary of State for Employment 

The Rt Hon Cecil Parkinson M P 
Chancellor of the Duchy of Lancaster 
and Paymaster General 

THE FOLLOWING WERE ALSO PRESENT 

p*e Rt Hon Sir Michael Havers QC M P The Rt Hon Michael Jopling M P 
Forney General (Item 1) Parliamentary Secretary, Treasury 

SECRETARIAT 

Mr R L Wade-Gery 
Mr P L Gregson (Item 4) 
Mr D J S Hancock (Items 2 and 3) 
Mr A D S Goodall (Items 1-3) 
Mr R L L Facer (Item 1) 
Mr M S Buckley (Item 4) 

C O N T E N T S 

I t e r r x Subject Page 

F A L K L A N D ISLANDS 1 

2. FOREIGN AFFAIRS 

Iran/Iraq 1 

3. 
COMMUNITY AFFAIRS 

Council of Ministers (Labour and Social Affairs) 27 May 2 

4 ' INDEX-LINKED PENSIONS 2 

SECRET 




SECRET 


f A LKLAND 

devious 
Merence
EC<82) 30th 
f u s i o n s , 
!Minute 1 

^ FAIRS 
•»«•

£T evious 
Reference*. 

Conclusions, 
Minute 3 

1. The Cabinet considered the situation in the Falkland Islands. 
Their discussion is recorded separately. 

2. THE FOREIGN AND COMMONWEALTH SECRETARY said that 
Jordan's efforts to convene a meeting of the Security Council to discuss 
the continuing conflict between Iran and Iraq had failed to attract support, 
The course of the conflict did not at present pose a direct threat to 
King Hussein's own position. 

The Cabinet -

Took note. 
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3. THE SECRETARY OF S T A T E FOR EMPLOYMENT said that the 
outcome of the Labour and Social Affairs Council had been satisfactory 
for the United Kingdom. A directive on lead in the work place had been 
agreed and some excessively ambitious and impracticable Commission 
ideas for dealing with unemployment were successfully blocked. 

The Cabinet -

Took note. 

4. The Cabinet considered a memorandum by the Chancellor of the 
Exchequer (C(82) 14) about index-linked pensions in the public sector. 
The discussion and the conclusions reached are recorded separately. 

Cabinet Office 

3 June 1982 
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CC(82) 31st Conclusions, Minute 1 

Thursday, 3 June 1982 at 11 .00 am 

THE SECRETARY OF STATE FOR DEFENCE briefed the Cabinet on 
the military situation. 

re THE FOREIGN AND COMMONWEALTH SECRETARY said that the 

rence* United Nations Secretary General had reported to the Security Council 


C(82) 30th that his efforts to negotiate mutually acceptable terms for a ceasefire 

sions, had failed. The Council was meeting in formal session and a vote was 


e 1 	 likely shortly on a draft resolution already tabled by Spain and Panama 
which called for an immediate ceasefire without mentioning withdrawal. 
Strong lobbying in New York and in capitals might prevent the resolu
tion securing enough votes to pass; failing that, the United Kingdom 
would have to veto it. For the moment no further diplomatic efforts 
to secure a peaceful solution were in prospect; nor were any likely to 
prove successful so long as the Argentine Government maintained their 
present position. He was considering what should be done, following 
the repossession of the Islands, to restore good relations with the 
countries of Latin America . 

In discussion the following points were made:

a. It should be possible to apply pressure on Spain to take 
a less hostile public position, eg at the United Nations, since 
she was an important trading partner and needed British 
support for entry into the European Community. But the Spanish 
Government's attitude was more moderate in private; and 
Britain had important interests at stake in the opening of the 
Gibraltar frontier due on 25 June and in the Anglo-Spanish 
talks scheduled to start simultaneously. 

b. There was likely to be Parliamentary concern about the 
supply of arms and military equipment to Argentina from 
Israel and from South Africa. There was no doubt that a 
substantial quantity of Israeli military equipment was reaching 
Argentina through third countries. 
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c. A decision would be needed on the future of the former 
Commander of the Argentine garrison in South Georgia, 
Lieutenant Commander Ast iz , who was due to arrive in the 
United Kingdom on 6 June. Under the Geneva Convention he 
had the right to refuse to be questioned by the French and 
Swedish authorities in connection with alleged drimes committed 
against their nationals. He could be held as a prisoner of war 
until hostilities ended, but the possibility of retaliation against 
British prisoners of war in Argentine hands had to be faced, and 
the International Committee of the Red Cross might find it 
difficult to understand a decision to retain him in custody until 
the end of hostilities while other Argentine prisoners were 
repatriated. It would nevertheless be desirable to find some way 
of accommodating French concerns. 

d. Too much information on British military movements 
was appearing in the media. While the voice broadcasts from 
the journalists attached to British forces in the Islands were 
generally excellent, it was not always possible to control the 
information which they sent back. Technical problems had so 
far delayed the transmission of television film by electronic 
means from the South Atlantic. If these technical problems 
were solved, British servicemen could be exposed to television 
interviewers on the battlefield, which would be highly undesirable. 

e. There was considerable public pressure for repatriating 
the bodies of British Servicemen killed in action. This could 
not be done until the fighting was over. It was unusual, 
except in cases where local graves were liable to be desecrated. 
In the case of the Navy and Air Force it was often impossible. 
The Commonwealth War Graves Commission had an excellent 
reputation for establishing and maintaining suitable local 
cemetaries. 

f. There might be concern in Parliament if the 

Argentines were left in occupation of Southern Thule in the 

South Sandwich Islands. Their presence should be removed 

when other military preoccupations permitted. 


g. It was important to be clear that the Government's 

military advisers had not put forward any proposal for the 

bombing of the Argentine mainland. 


h. Psychologically there might be advantage in the 

present Governor of the Falklands returning after their 

repossession, if only for a token period or possibly in a 

different role. 


i . Oil companies were unlikely to take the risk of 

exploration in the waters around the Islands unless there 

were some kind of accord with Argentina. 
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THE PRIME MINISTER, summing up the discussion, said that for 
both military and diplomatic reasons a long siege of Port Stanley 
would be unwelcome. Early repossession was therefore the present 
priority; and it had been made very clear in public that it was open 
to Argentina to avoid unnecessary loss of life by immediate withdrawal. 
Further consideration would need to be given to the question of 
repatriating the bodies of British Servicemen who died in action. If 
they were buried locally, public funds would need to be made available 
to assist their families to visit the graves. A s regards the future, 
after the Islands' repossession, she had invited Lord Shackleton to 
bring up to date his 1976 report on their economic development. He 
would begin his work at once. She had also seen representatives of 
the British Antarctic Survey. There would be a major task of 
reconstruction to be done and consideration would need to be given to 
the appropriate arrangements for its organisation and control. 

The Cabinet -

Took note. 

Cabinet Office 

7 June 1982 
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The Cabinet considered a memorandum by the Chancellor of the 
Exchequer (C(82) 14) about index-linked pensions in the public sector. 

THE CHANCELLOR OF THE EXCHEQUER said that the Government 
was under considerable pressure, both in Parliament and more widely, 
to take action on index-linked pensions in the public sector. When it 
had last considered the subject, the Cabinet had agreed in principle 
not to legislate to remove or reduce the inflation-proofing of public 
service pensions, but to commission further work on a new system of 
employee contributions. This had now been carried out. It suggested 
that the best course would be to impose a new 'upper tier' of employee 
contributions, based on the cost of inflation-proofing public service 
pensions to a greater extent than the private sector average. It would 
be necessary to distinguish public service pension schemes into two 
broad groups: 

i. Schemes providing for staff with a normal retiring age 
of between 60 and 65 years; and 

ii.	 schemes providing for staff, such as policemen, firemen 
and prison officers, with a substantially lower retiring age. 

In schemes in the second group pension benefits accrued more rapidly 
than under schemes in the first group and were substantially more 
valuable. It was therefore right that members of such schemes should 
pay total contributions that were higher than members of schemes in the 
first group, though not necessarily by an amount reflecting the full 
additional value of the pension benefits they received. The Armed 
Forces pension scheme fell into the second group; but its members 
already paid broadly adequate contributions through reductions in pay; 
and he proposed no change in existing arrangements. 

The public service trade unions would be bound to resist suggestions 
that their members should pay higher pension contributions for unchanged 
benefits, and would seek compensation through larger pay increases. 
It would be necessary to resist these, so far as possible. 

1 

CONFIDENTIAL 



CONFIDENTIAL 


It would not be possible to apply the proposed new arrangements 
directly to the nationalised industries. But each industry should be 
invited to review its own level of pension contributions from employees 
in the light of the changes proposed for the public services. 

Legislation would be required in order to give effect to most of his 
proposals. This might be undertaken in the 1982-83 Session of 
Parliament. Alternatively, it might be deferred to the following 
Session; the legislation would then not take effect until after the next 
General Election. An early announcement of the Government's 
intentions was desirable, in order to allow time for consultation and 
for discussion in Parliament. He had originally envisaged a short 
announcement by means of an Answer to a Written Question, 
accompanied by the making available to Parliament of a fuller descrip
tion of the details. This would pave the way for a debate before the 
summer recess . However, he now recognised that this timing might 
not be feasible. 

In discussion, the following main points were made:

a. If early action was to be taken on index-linking, the 
proposals in C(82) 14 were the only realistic possibility. 
They had demerits as well as merits; but they were clearly 
superior to the alternatives. Among the groups of staff that 
would be affected by them, considerable resistance could be 
expected from, in particular, the prison officers; but there 
was demonstrably good justification for their paying a higher 
level of contributions than the generality of public servants. 
Soundings of public opinion indicated that there would be 
considerably wider support for an approach to the problem of 
index-linking which required those benefiting from it to pay 
adequate contributions than for withdrawal of the benefit. It 
would also be more consistent with statements made by 
Government spokesmen during the 1979 Election campaign. 

b. A s soon as an announcement was made to the effect that 
the Government intended to implement the proposals in C(82) 14, 
there would be serious adverse effects on pay negotiations, both 
those still in train as part of the current pay round and those 
which would form part of the 1982-83 pay round. This would be 
true even if it was not intended to bring the proposals into effect 
immediately. Many groups of public servants would claim 
higher pay to offset higher pension contributions. The ©on
industrial Civil Service, for example, would claim that the 
existing notional deduction from pay for pension purposes already 
took account of index-linking. A large number of such claims 
would have to be conceded wholly or in part. This would greatly 
reduce the prospective savings in public expenditure from the 
proposals. There would also be consequential effects on pay 
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negotiations in other parts of the economy, even though the 
argument of higher pension contributions would not apply there. 
It was of central importance to the Government's economic 
strategy to secure a satisfactory outcome to the 1982-83 pay 
round. 

c. There would be much public criticism of the fact that the , 
proposals would not apply directly to the nationalised industries. 
Although some industries, particularly those in financial 
difficulty, might be willing to follow the Government's lead, 
others would argue that they could afford to finance existing 
pension benefits, including index-linking. However, many 
in the private sector would resent the level of charges that 
was required to provide this finance, 

d. It was not realistic to suppose that legislation to give 
effect to the proposals in C(82) 14 could be carried in the 
1983-84 Session, If legislation were presented in 1982-83, at 
least one other major measure would have to be abandoned in 
order to make room. It was far from clear that this would 
accord with the Government's political priorities. On the 
one hand, it was argued that to fail to announce a decision on the 
question of index-linking would expose the Government to serious 
criticism, since it had already had the matter under study for 
over three years; the delay also contributed to unrest and 
dissatisfaction in certain parts of the public services. The 
Government would come under heavy pressure to announce its 
intentions both before and during the next Election campaign. 
On the other hand, it was argued that to announce a decision which 
because of legislative and other difficulties it might be impossible 
to implement for a considerable time would be most unwise; 
and that the Government could avoid being drawn into a statement 
of its intentions before it was ready to make one. 

e. Acceptance of the proposals in C(82) 14 would be tanta
mount to accepting that indexation would continue indefinitely in 
an important area of public expenditure; it would also fail to 
satisfy those who regarded it as unacceptable that public 
servants should enjoy a benefit which could not be made 
universally available. It would be better to wait until the time 
was more propitious for a withdrawal of indexation in this and 
other areas. 

f. There would be attractions in legislating to prevent people 
from receiving larger pensions, including index-linking, than 
those who retired at a later date from the same post. However, 
such a provision would have little effect on the central problem. 
There could also be serious administrative difficulties in 
specifying what was to be regarded as the 'same post', for 
example, if a service experienced a substantial reorganisation 
or re-grading, 
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THE PRIME MINISTER, summing up the discussion, said that the 
Cabinet was not yet ready to reach a decision on the matter. A 
Parliamentary Debate before the summer recess was probably 
unavoidable; but this could be handled in a variety of ways. 
Possibilities such as a Green Paper outlining the proposals in C(82) 14 
as a basis for further public discussion should not be ruled out, though 
they would also have their drawbacks. It was clear that if any action 
was to be taken which required legislation, this would have to be 
presented in the 1982-83 Session. That would raise important questions 
of timing and of political priorities; and the effects on the 1982-83 pay 
round, which was of cardinal importance, would also need careful 
consideration. She would discuss the issues further with the 
Chancellor of the Exchequer and certain other Ministers and would then 
consider how best to proceed. 

The Cabinet -

Took note, with approval, of the Prime Minister's 

summing up. 


Cabinet Office 

7 June 1982 
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1. The Cabinet considered the situation in the Falkland Islands. 
Their discussion is recorded separately. 

2 . THE FOREIGN AND COMMONWEALTH SECRETARY said that 
the potential consequences of the Israeli invasion of Lebanon were grave 
The next few days would be critical. Israel's declared objectives had 
already been achieved, but Israeli forces were continuing their advance 
and were within reach of Beirut. So far there had been no major 
clash between Israeli and Syrian forces but the risk of this was 
increasing. The United Kingdom had voted in favour of the draft 
United Nations Security Council Resolution calling for a ceasefire and 
Israeli withdrawal and had made public statements in support of 
Lebanon's territorial integrity. The United States, who alone were in 
a position to exercise effective pressure on the Israeli Government, 
were not doing so. It was not yet possible to say what might be the 
price of achieving an eventual Israeli withdrawal or the best way to 
seek to bring stability to the area thereafter. 

The Cabinet -

Took note. 
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3. THE SECRETARY OF STATE FOR INDUSTRY said that the 
Industry Council had agreed to renew the steel industry anti-crisis 
measures at its meeting on 8 June. The decision did not 
constitute a major change of policy and he was thinking of announcing 
it to the House by means of a Written Answer. To make an oral 
statement might arouse unhelpful speculation about the future plans 
of the British Steel Corporation. 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said 
that the negotiations on the Common Fisheries Policy would be 
resumed at a Council meeting on 15 June. As a result of an 
accident to the Fisheries Commissioner, the President of the 
Commission, Monsieur Thorn, had taken charge of the subject. 
On access the countries principally concerned now seemed to be 
much closer to agreement. The Commission's present proposals 
on quotas were less helpful to the United Kingdom than those which 
had been envisaged last year. 

The Cabinet 

Took note. 

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

THE LORD PRESIDENT OF THE COUNCIL said that the 
Opposition had tabled amendments to the Government's motion on 
the salaries and allowances of Members of Parliament which were 
due to be debated on 10 June. The effect of the amendments was to 
raise Members' salaries by nearly 6 per cent rather than by the 
4 per cent provided in the Government's motion and to require the 
annual adjustment of Members ' salaries between periodic reviews 
to be based on the nearest percentile in the Department of 
Employment's New Earnings Survey (NES), as the Select Committee 
on Members' Salaries had recommended in their Report, rather than 
on the average change in the rates of pay of appropriate groups in 
the Public Service over a relevant period, as the Government had 
proposed. The latter amendments were likely to be supported by 
all Members of the Select Committee, including the Chairman, 
Mr Peter Thomas, despite his known personal reservations about the 
use of the NES. 
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THE PRIME MINISTER, summing up a short discussion, said that 
the effect of the Opposition amendments and of the Select Committee's 
recommendations on the use of the NES would be to give Members of 
Parliament the automatic benefit of increases earned by other groups 
through their own efforts. This was unacceptable, and every effort 
should be made to mobilise the Government's supporters to ensure 
that all the Opposition amendments were defeated. 

The Cabinet 

1. Invited the Parliawnpfatary Secretary, Treasury 
to make arrangements to secure the defeat of the 
Opposition amendments to the motions on the salaries 
and allowances of Members of Parliament. 

THE LORD PRIVY SEAL said that the Second Readings of the 
Criminal Justice, Employment and Transport Bil ls , the Report 
Stages of the Local Government Finance (No 2) and the Oil and Gas 
(Enterprise) Bills and the Third Reading of the Social Security and 
Housing Benefits Bill were all due to be taken in the course of the 
next two weeks. Although everything possible was being done to 
expedite Government business, the legislative timetable was likely 
to remain tight, especially if it proved necessary to repeat any 
statements made in the House of Commons about the Falkland 
Islands and the Middle East. 

The Cabinet 

2, Took note. 

5. THE CHANCELLOR OF THE EXCHEQUER said that the 
reduction in base rate by half per cent to 12-| per cent had been 
strongly influenced by the publication of the latest figures showing 
the growth in money supply to be broadly in line with Government 
targets. Commercial and financial confidence had been reinforced 
by the growing belief that the Government would be re-elected for a 
further term. The exchange rate was firm, and other economic 
indicators were encouraging. There had been a constructive 
atmosphere at the meeting of the National Economic Development 
Council earlier in the week, and the presentation given by the 
Secretary of State for the Environment had been warmly received. 
He would himself be bringing a memorandum before the Cabinet in 
the near future discussing how the present momentum could be 
maintained, and concentrating on small businesses. 
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In discussion, it was argued that althougn the current indicators 
were good, there were worrying signs that longer-term growth was 
not recovering after the seasonal slowing down which had occurred 
in December and January. Domestic order books were shortening, 
and although there had been an improvement in non-oil exports, there 
was evidence that future export orders were slowing down. Some 
influential commentators were now maintaining that the signs of 
economic recovery earlier in the year were the result of re-stocking, 
and could not be maintained without further stimulus from the 
Government. There had been a sharp downturn in capital invest
ment in the North Sea, where the tax regime, particularly as it 
affected the development of marginal oil and gas fields, was widely 
regarded as hostile. Unemployment continued to be a major 
problem, particularly in areas such as Merseyside where the 
demoralising influence of extensive and apparently permanent 
unemployment was proving socially corrosive. 

THE PRIME MINISTER, summing up the discussion, said that there 
had been general agreement at the recent Versail les Summit that 
the major industrialised nations could not hope to accelerate 
recovery from the world-wide recession by massive increases in 
Government spending. The overriding need at the present time was 
to ensure that any increases in Government expenditure were 
deployed in the most effective way possible. The Cabinet noted 
that the Chancellor of the Exchequer would shortly be announcing 
some minor modifications to the North Sea tax regime, and that 
he had agreed to hold further discussions with the oil industry 
about encouraging the development of marginal fields; but it would 
be unrealistic to assume that any action by the Government could 
offset the dramatic changes which had recently occurred in the 
world oil market. Other pressures permitting, there should be a 
further opportunity for the Cabinet to review the economic situation 
before the summer holidays. 

The Cabinet -

Took note. 

Cabinet Office 

10 June 1982 
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THE SECRETARY OF STATE FOR DEFENCE briefed the Cabinet on 
the military situation. He said that, as had now been announced 
publicly, the 5th Brigade was established on East Falkland to the 
south-west of Port Stanley. During a series of Argentine air force 
raids on the previous day the frigate HMS Plymouth had suffered damage 
but was still operational, while two Landing Ships Logistic (LSL) had 
been seriously damaged: one of them might be a total loss . The 
attacking Argentine aircraft had suffered heavy losses . Argentine 
aircraft had also attacked and damaged a Liberian-registered tanker, 
the Hercules, in the South Atlantic while it was engaged in a normal 
commercial voyage around Cape Horn to load with crude oil in Alaska. 
The Ministry of Defence would be making a statement shortly which 
would clearly establish that the attack had been carried out by 
Argentine aircraft. Relations between the Ministry of Defence and the 
British Broadcasting Corporation (BBC) remained uneasy. The BBC 
had reported a view attributed to British troops on the Islands that 
prior information had been made public in London of the attack on 
Darwin and Goose Green. In fact no such announcement had been made 
by the Ministry of Defence, nor had he any reason to-believe that a leak 
had occurred. The explanation probably lay in premature Press 
speculation about the attack which had been reported by the Overseas 
Service of the BBC and heard in the Falkland Islands. Every statement 
made by his Department to the Press was checked first with the 
Commander-in-Chief, 

THE PRIME MINISTER said that the Heads of Government of the seven 
leading industrialised states meeting in Versai l les on 5 - 6 June had 
unanimously expressed support for the United Kingdom's position. 
There had been no suggestion that the United Kingdom should make a 
further attempt to secure a negotiated solution before the recapture of 
Port Stanley. The main concern had been to ensure that hostilities 
with Argentina ended once Port Stanley had been recovered. The 
countries of the European Community represented at the Summit had 
expressed willingness to inform Argentina that they would lift sanctions 
if a general armistice were agreed. 
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In discussion it was suggested that the fragility of international support 
for the United Kingdom had been shown by the Japanese vote in favour 
of the Panamanian and Spanish draft resolution in the United Nations 
Security Council, by the French abstention and by the belated attempt 
by the United States to change its veto into an abstention. If Argentina 
seemed determined to continue hostilities following the fall of Port 
Stanley, the United Kingdom would need to retain the political support of 
her allies and Community partners by demonstrating the reasonableness 
of the British position, as had been successfully achieved after the 
failure of the earlier negotiations involving the Secretary General of the 
United Nations. It would be necessary to bear in mind that many of our 
allies and Community partners had strong reasons for wishing to see 
an early end to the hostilities. The United States hoped that the Islands 
could be brought to some form of self-government: the Americans were 
still interested in the possibility of a multinational force to guarantee 
the Islands' security, but would probably be reluctant to participate as 
long as the Islands remained under British control. The defence of the 
Islands might remain a British responsibility for a considerable time. 
It would be important to ensure full international support during the 
period required to establish a land-based garrison capable of dealing 
with any further Argentinian aggression. It might be advisable not to 
return Argentine prisoners of war until a complete end to hostilities had 
been agreed. 

The Cabinet -

Took note. 

Cabinet Office 

10 June 1982 
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P L A W D S  T I I E  L O R D CHANCELLOR said that he was sure that he would be 
speaking for every member of the Cabinet in offering congratulations to 

fteviou  P r i m e Minister on the courage and clarity of purpose which she had 
iefere

 8 displayed throughout the cris is . The successful repossession of the 
" 8 2 ^  e : Falkland Islands reflected new lustre on British arms and engendered a 
kticl'i •

fusions 
 renewed sense of self-confidence in the British people, 

THE PRIME MINISTER said that at 9. 00 pm local time on 14 June the 
British Land Forces Commander, Major General Moore, accepted from 
the Argentine Commander in the Falkland Islands, General Menendez, 
the surrender of all the Argentine armed forces in East and West 
Falkland Islands together with their arms and equipment. Full 
information about British casualties was not yet available but first 
indications were that they had not been heavy in the final stages. Press 
reports that General Menendez had left for Buenos Aires appeared to be 
inaccurate. It was estimated that Argentine prisoners of war would 
number some 15, 000 of which 11, 000 were in Port Stanley itself and 
2 ,000 on West Falkland. The Argentines had little tentage and food for 
three to four days only. British stocks of tents for prisoners had been 
lost when the Atlantic Conveyor was sunk. For humanitarian reasons, 
therefore, it would be necessary to repatriate most of the prisoners at 
once, A message would be sent that day to the Argentine Government 
to indicate that the British Government would be ready to repatriate the 
prisoners to the nearest suitable port in Argentina using the British 
ships, Canberra and Norland, provided that the Argentine Government 
agreed that all hostilities between the two countries were at an end and 
that safe conduct for the ships would be guaranteed. It was essential to 
make certain that a comprehensive ceesation of hostilities was achieved. 
The Argentine Government would be told that, if they agreed to this, the 
Government would lift the Total Exclusion Zone and other restrictions 
and recommend to the other members of the European Community that 
economic sanctions should be ended, as a first step towards the 
restoration of normal relations. As an interim arrangement, as soon 
as Port Stanley airfield could be reopened, Mr Rex Hunt would return, 
with powers limited to those of civil administration; the responsibility 
of Commander-in-Chief would be exercised by the British military 
commander. 

In discussion the point was made that, if the Argentine Government were 
reluctant to agree to a comprehensive cessation of hostilities it would be 
necessary to retain some Argentine prisoners of war; but conditions in 
the Islands were such that it would be necessary to repatriate the majority. 
There would be a strong demand to allow foreign journalists to visit the 
Islands, It would be helpful in terms of international opinion to agree to 
this; but conditions in the Islands might impose some delay. There would 
now be renewed demands on the Government to set up an inquiry into the 
events leading up to the Argentine invasion. It would be important for 
the inquiry to proceed expeditiously. Demands for an official inquiry 
into the Government's handling of the press during the operation should 
be resisted: but the Select Committee on Defence were likely to 
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investigate the matter. The Tightness of the decision to delay publication 
of the total number of casualties in the Argentine bombing raid on Bluff 
Cove had been demonstrated by the success of the operation against 
Port Stanley. By allowing the Argentine commander to believe that 
casualties had been much higher than they in fact were, and that the 
final British assault would in consequence be delayed, tactical surprise 
had been achieved and heavy British casualties in the final stages 
avoided. Press accusations that the intention to conduct operations 
against Darwin and Goose Green had been leaked in London were totally 
without foundation. There would now be international pressure on the 
United Kingdom to seek a diplomatic solution to the dispute with 
Argentina, in accordance with Resolution 502 of the United Nations 
Security Council, This would heed to be handled firmly. That 
Resolution had been passed before British forces had been obliged, by 
Argentine failure to comply with it by a voluntary withdrawal, to 
repossess the Islands by force of arms. 

THE PRIME MINISTER, summing up the discussion, said that the 
Cabinet would wish to offer their warm congratulations and grateful 
thanks to all those in the armed forces, the merchant marine and the 
civilian support services who had contributed to the outstanding success 
of the operation to repossess the Falkland Islands, and to mourn all 
those who had given their lives in the conflict. Consideration should 
now be given to the early publication of an official despatch on the 
operation. She would consult the Opposition Leaders about the Falkland 
Islands inquiry, which should not concentrate only on the events leading 
up to the invasion but should cover the whole background of negotiations 
with Argentina since 1965. It would not be appropriate for it to be a 
judicial inquiry. In accepting the Lord Chancellor's congratulations, 
she would wish to give credit to the Secretary of Stats for Defence and 
the other Ministers in day-to-day charge, who had enjoyed the full 
backing of the Cabinet and the British people in carrying out their 
policies. 

The Cabinet 

1. Warmly endorsed the Prime Minister's congratulations 
to the armed forces, the merchant marine and the civilian 
support services for the successful outcome of the operation 
to recover the Falkland Islands. 

2. Noted that the Prime Minister would now consult 
the Opposition Leaders with a view to proceeding as 
expeditiously as possible with the proposed Falkland 
Islands inquiry. 

3. Invited the Secretary of State for Defence to examine 
the possibility of early publication of an official despatch 
on the operation. 

Cabinet Office 

15 June 1982 
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1. THE SECRETARY OF STATE FOR DEFENCE said that the 
figure of some 15, 000 Argentine prisoners taken in the Falkland 
Islands which had previously been announced had been based on 
information given by the Argentine Commander, General Menendez. 
It had been assumed that he knew how many men he had under his 
command; but it now appeared that that might be a considerable 
over-estimate and that the correct figure was nearer the original 
British intelligence estimate of some 8 -10 , 000. The condition of 
the prisoners was poor, and in view of the bad weather and lack of 
shelter it was the intention to repatriate the bulk of them as rapidly 
as possible. The Argentine Government had not yet given an answer 
to the message sent on 15 June calling on them to agree to a complete 
cessation of hostilities in order that the prisoners could be sent back 
in British ships, but they had replied through the Swiss that it was 
inconceivable that any British ship should enter an Argentine port, 
and that in any case the "infrastructure" in Argentina for the reception 
of the soldiers was not ready. There were indications that the 
prisoners already returned had not yet been allowed by the Argentine 
authorities to return to their homes. Some 5, 000 prisoners were 
being embarked that day in the cruise ship Canberra and another 
1, 000 in the ferry Norland. Norland should be able to go to 
Montevideo, but no destination had yet been agreed for Canberra. 
Chile would accept the prisoners at Punta Arenas only if Argentina 
agreed. Repatriating them by ship through Montevideo would take 
weeks, if not months, because of the distance involved and the 
inability of Canberra to enter the port. A message was therefore 
being sent to the Argentines through naval channels to inform them of 
our intention to repatriate the prisoners direct to a suitable port in 
southern Argentina and to seek safe conduct for the ships. The 
possibility of United States assistance in repatriating the prisoners 
in Hercules transport aircraft was also being considered: Brazil 
seemed unlikely to help. It would not be in British interests to allow 
the prisoners to return in Argentine ships or aircraft. Plans were 
also being made for parties of foreign journalists to visit the Falkland 
Islands, probably by a special Press aircraft from Chile. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
United Kingdom's European Community partners had already begun 
action to seek an end to economic sanctions against Argentina. In the 
absence of Argentine agreement to end hostilities, he would be pressing 
the other members of the European Community at the meeting of 
Foreign Ministers on 20 June to keep the sanctions in force, or at 
least to be ready to reintroduce them if hostilities were resumed. 

In discussion, it was pointed out that Argentine tactics might well be 
to seek to blame the United Kingdom for disorder, disease and deaths 
among the prisoners which could occur as a result of their poor state 
at the time of surrender and the difficulty of looking after them in the 
prevailing conditions. It would be helpful if foreign journalists could 
see the condition of the prisoners for themselves. On the other hand, 
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there could be domestic criticism if the Argentine prisoners were 
kept for long in comparative luxury on board ship while British 
soldiers continued to endure hard living conditions on the Islands. 
Under the Geneva convention the United Kingdom was not bound to 
repatriate any of the prisoners until hostilities had ceased. 

THE PRIME MINISTER, summing up the discussion, said that all 
steps should be taken to ensure that the refusal of the Argentine 
Government to receive their own servicemen was fully understood 
by both domestic and international opinion. 

The Cabinet -

Took note. 

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

 THE SECRETARY OF STATE FOR DEFENCE recalled that publica
tion of the 1982 Defence White Paper had, with the agreement of the 

 Cabinet, been postponed because of the Falkland Islands dispute. 
d i  s c u s s e  d the position with the Lord President of the Council 

a n <  t h e*  Chief Whip, and had come to the conclusion that it would now 
ek  right to publish the White Paper during the following week, with 

a n a < ldendum pointing out that it had been prepared before the crisis 
in the South Atlantic and that the Government were studying the 
defence implications of the dispute. The White Paper would 
undoubtedly be attacked by the relatively small number of 
Conservative Members of Parliament who were opposed to the 
Government's defence strategy, and others wculd argue that the 
publication of any White Paper at this stage was inappropriate. It 
was likely that publication would provoke a hostile Press reaction. 
He did not believe that such criticisms would be justified. The 
White Paper was mainly a descriptive report on progress, rather 
than a policy document, and failure to publish it in the near future 
would create difficulties for the Government in the medium term 
which would be more serious than the immediate embarrassments 
to which he had referred. He therefore intended to publish the 
White Paper in the course of the following week and, in consultation 
with the Lord President of the Council, to arrange for it to be 
debated in the House of Commons during the week beginning 28 June. 

The Cabinet 

1. Took note. 
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Sel e c  * Committee 
n°  Welsh Affai rs 

THE SECRETARY O F STATE FOR WALES said that at the 
beginning of 1981 the Welsh Office had sought the advice of 
consultants on how the water authorities might reduce water 
charges. The consultants had given their advice orally, and no 
written report had ever been submitted. The Select Committee 
on Welsh Affairs were now asking for the consultants' advice to be 
made available to them. The advice had been given on a 
confidential basis, and he took the view that it was analogous to 
the advice tendered by officials to Ministers. After consulting 
the Lord President of the Council, he had refused to make details 
available to the Select Committee, although he had given them a 
summary of the conclusions reached. The Chairman of the Select 
Committee was now pressing him to reconsider his decision, and 
had said that in the absence of information from the Secretary of 
State by 23 June it was the Committee's intention to call represent
atives of the consultants before them for examination. The 
consultants had made it clear that before disclosing their advice 
they would have to seek legal advice on the professional propriety 
of disclosing advice given to clients in confidence. He proposed 
to instruct the consultants to maintain their position. It might 
be appropriate for the major issue of principle involved to be 
raised with the Chairman of the Liaison Committee. 

THE PRIME MINISTER, summing up a brief discussion, said that 
the Cabinet fully supported the line which the Secretary of State 
for Wales proposed to take. He should now discuss the legal 
implications and the handling of this issue with the Lord President 
of the Council and the Attorney General. Members of the Central 
Policy Review Staff had in the past been subjected to similar 
pressures by Select Committees, and it v/ould be helpful for the 
Secretary of the Cabinet to be associated with any further 
consideration. 

The Cabinet 

2 . Agreed that the Secretary of State for Wales 
should continue to refuse to make the confidential 
advice received from consultants on water charges 
available to the Select Committee on Welsh Affairs. 

3 . Invited the Secretary of State for Wales , in 
consultation with the Lord President of the Council, 
the Attorney General and the Secretary of the Cabinet, 
to consider further the legal implications and future 
handling of the request from the Select Committee on 
Welsh Affairs, including the proposed approach to the 
Chairman of the Liaison Committee, 
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l sted Areas T H E SECRETARY OF STA.TE FOR INDUSTRY said that he would 
be circulating later that day the draft of a statement to be made 
on Monday, 21 June by the Minister of State for Industry setting 
out the Government's conclusions on the review of Assisted Areas 
which had been carried out in the Ministerial Sub-Committee on 
Economic Affairs. The proposals were subject to approval by 
the European Community, and one or two minor points still 
remained to be resolved, but it was desirable that an early state
ment should be made so that an implementing Order could be laid 
as soon as possible. Unless this were done, some Assisted 
Areas whose status was not intended to be changed would be 
temporarily down-graded. 

THE PRIME MINISTER, summing up a brief discussion, said that 
these proposals raised issues of great political sensitivity. They 
would be bitterly attacked by some of the Government's own 
supporters, and could have a significant impact on the outcome of 
the Coatbridge and Airdrie by-election, even though that 
constituency had no direct interest in the proposed changes. 
There should be a further meeting of Ministers as soon as possible 
to review the proposal, and no statement of the Government's 
intentions should be made until that further consideration had 
been completed. 

The Cabinet 

4. Took note that the Prime Minister would 
arrange for the conclusions of the Ministerial 
Sub-Committee on Economic Affairs to be 
reviewed at a further meeting of Ministers before 
any statement was made. 

UgielaU  I r e l a n d  T H E L O R  B PRESIDENT OF THE COUNCIL said that some 65 hours 
° n had already been spent in Committee of the whole House in 

^ r ev io u consideration of the Northern Ireland Bill. The Bill was being 
^efe,.Q

 8 deliberately obstructed by Northern Ireland Members with the 
Cc(82) 19 support of some Conservative backbenchers, and it was now clear 
Co n c  i „ • that there was little chance of it being passed by the House of 
Minute 2 ' Commons during the present Session without the moving of a 

timetable motion. There was no doubt that such a motion could 
be carried; the Labour Party would abstain, and the Liberal-
Social Democratic Alliance had made it clear that they would vote 
in favour. He had discussed the position with the Secretary of 
State for Northern Ireland, and, on balance, he recommended to 
the Cabinet that he should announce in his Business Statement that 
afternoon that a timetable motion would be moved in the course of 
the following week. 
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THE LORD PRIVY SEAL said that the irdications were that there 
would be no undue difficulty in securing the passage of the Bill 
through the House of Lords, though it would be wise to allow a 
full four weeks from the date the Bill was received from the 
House of Commons. This amount of time would not now be 
available unless the Bill were guillotined in the House of Commons, 
though it would have an easier passage through the House of Lords if 
it were thought to come to them with the full assent of the great 
majority of the House of Commons. 

In discussion, it was argued that the timetabling of a constitutional 
Bill was unusual, and that timetabling because of obstruction by 
the Government's own supporters would be virtually unprecedented. 
It would be extremely divisive w"'thin the Conservative Party, and 
could not be held to be necessary in order to implement a manifesto 
commitment. The manifesto had said that a Conservative 
Government would, in the absence of devolved government, seek to 
establish a framework of representative local government in 
Northern Ireland; the implication had been that pressure for other 
major institutional changes would be resisted. Even those who 
supported the Bill had limited expectations of it, and it would not 
be worth splitting the Government's supporters in order to secure 
its passage. It might be worth exploring the scope for winning 
over at least some of the 25 or so opponents of the Bill by making 
it subject to periodic renewal orders, as in the case of the 
Prevention of Terror ism Act, or by making its corning into force 
subject to a referendum, as had been done in the case of the Welsh 
and Scottish devolution proposals.. Failing that,, it would be better 
to abandon the Bill than to pass it under a timetable motion. The 
experience of the first Local Government Finance Bill in the present 
Session showed that this need not necessarily involve a loss of face 
for the Government. 

Against that, it was argued that abandoning the Bill would not avoid 
the risk of divisions within the ranks of the Government's 
supporters: it would cause great resentment among those Members 
on the Government side who had loyally attended to support the Bill 
during all night sittings. The analogy with the Local Government 
Finance Bill was inexact: the alliance between the Opposition and 
some of the Government's own supporters would have made it 
almost impossible to carry that Bill as introduced even with a 
timetable motion. Although some members of the Cabinet had had 
certain reservations about the Northern Ireland Bill, there had 
been a collective.deciaion to go ahead with it. That decision having 
been taken, the Cabinet should support the Secretary of State; that 
would be right in any circumstances, but was particularly important 
in relation to Northern Ireland, given the great political difficulties 
and pressures under which any Secretary of State for Northern 
Ireland worked. To abandon the Bill at this stage would be very 
damaging to the authority not only of the Secretarv of State for 
Northern Ireland but also of the Government as a whole. Bowing 
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to obstruction in the p r e s e n t case would encourage similar action 
in the future against other Government measures, and the 
consequences in Northern Ireland itself would be serious. 
Limited concessions on the use of a referendum procedure, or 
making the Bill subject to periodic renewal, might satisfy a few 
of the Bill's opponents, but would be unlikely to overcome the 
existing obstruction to the extent necessary to ensure its passage 
during the present Session; the use of a referendum procedure 
would in any event be objectionable. 

THE PRIME MINISTER, summing up the discussion, said that the 
use of a timetable motion to force through a Bill because of the 
opposition of some of the Government's supporters was virtually 
unprecedented, at any rate for a Conservative Government, and 
would create a deep division within the Conservative Party. On 
balance, however, the Cabinet considered that the Government 
had no choice, now that the Bill had been introduced, to pressing 
ahead with its passage by the use of a timetable motion. The 
Cabinet therefore agreed that the Lord President of the Council 
should announce that afternoon that the Government would move 
a suitable motion in the course of the following week. This 
would give the Lord President of the Council and the Chief Whip 
a basis on which to explore whether there was any possibility of 
reaching agreement with the Bill's opponents on voluntary arrange 
ments which would make the motion unnecessary. 

The Cabinet 

5. Agreed that the remaining stages of the 
Northern Ireland Bill in the Houee of Commons 
should be subject to a timetable motion, and 
invited the Lord President of the Council to make 
an announcement and table an appropriate motion, 
as indicated in the Prime Minister's summing up of 
their discussion. 
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devious 
^erence: 
^ C ( 8 2 ) 32nd 
f u s i o n s , 
Min t  2u e

3. THE FOREIGN AND COMMONWEALTH SECRETARY said 
that the situation in Lebanon, where Israeli forces had now 
surrounded Beirut, was very dangerous. The Americans 
remained reluctant to exercise effective pressure on Israel, 
although there were some signs that they might be reconsidering 
their position. The United Kingdom had endorsed the relevant 
United Nations Resolutions, and the Prima Minister had sent a 
message to the President of the United States. The British 
Government had agreed with their European Community (EC) 
partners to defer signature of the Second EC/Ibrael Financial 
Protocol; and consideration was now being given to suspending 
arms 3upplies to Israel . 

THE PRIME MINISTER , summing up the discussion, said that it 
would be desirable for any decision to suspend arms supplies to 
be taken in the European Community. 

The Cabinet -

Took note. 
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Y  4 *  T H ES  ? A T R  N I T   SECRETARY OF STATE FOR INDUSTRY said that the 
provisional decisions of the United States Government about steel 
imports into the United States were very damaging to the British Steel 

St Corporation. There seemed no prospect that the Community would 
be able to reach a negotiated settlement, and it was important that 

r e v i o U  B the British Steel Corporation should be left free to pursue its own case. 
J e f e  .r e n c e  

^ C ( 8 2 ) 10th 
f u s i o n s , 

C°U l*cil of 
E  M I N I S T E R  O F^niste  ™  AGRICULTURE, FISHERIES AND FOOD said that 

t n e s a  e  g u a r ( * s(Ag i *  f °r the industrial alcohol industry in the wine r c

14  j U r e  ) regulation currently under discussion in the Agriculture Council U n e

p were totally inadequate. The matter would be discussed again at 
r e v i o U  s the next Agriculture Council. The national interest was clearly 
f e r e n c e . affected and the Government would need to consider its position in 

^(82) 28th the light of the current review of British policy towards the 
„Elusions. Luxembourg Compromise. xMi nute 

E  M I N I S T E R  O F^^ster  ™  AGRICULTURE, FISHERIES AND FOOD said that 
^ 3 h e r i 8 ***e Community was now engaged on an attempt to secure agreement 

t o  t n eŜ June  Common Fisheries Policy before the end of the Belgian 
Presidency. Because of the attitude of Denmark, which would take 
over the Presidency on 1 July, this would be the last chance to agree 
a policy before the derogations on access in the Treaty of Accession 
expired at the end of 1982. The Commission proposals on access 
were the best that had ever been put forward from the British point of 
view, and should be acceptable to the industry. The Commission's 
proposals on quotas might also be acceptable to the industry, if some 
changes were made. The Minister was having detailed talks with 
the industry to secure their agreement. There was a risk that, in 
the period before the next Fisheries Council on 28-29 June, the 
Opposition would put pressure on the Government to accept 
negotiating objectives which were unrealistic. 

Co 
Mii n i   THE CHANCELLOR OF THE EXCHEQUER said that progress on the s t e r

v^conomi Insurance Services Directive had been minimal. Agreement was 

^nance) °  S reached that the Community should seek certain changes in the 

^ June proposals for a new agreement in OECD on export credits. It was 


to be hoped that the negotiations would be successful and allow the 
export credit consensus to continue. 
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R e a l i gnment 
*2 June 

devious 
R eference
^ ( 8 2 ) 7th 
Conclu sxons, Mi lute 3 

THE CHANCELLOR OF THE EXCHEQUER said that, in the 
European Monetary System (EMS) realignment negotiated the 
previous weekend, the French franc had effectively been devalued 
by 10 per cent against the deutschemark and the Italian lira by 
7 per cent against the deutschemark. The realignment followed 
massive intervention by the French Central Bank to maintain the 
position of the franc in the exchange rate mechanism of the EMS. 
The French government uad announced a new package of economic 
measures, including a freeze on prices and incomes, in support of 
their new parity. 

The Cabinet 

Took note. 

Cabinet Office 

17 June 1982 
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1. THE SECRETARY OF STATE FOR DEFENCE said that some 
10, 000 Argentine prisoners had now been repatriated. Some 560 
special prisoners were being retained, in the hope that their retention 
would encourage the Argentine Government to confirm that active 
hostilities had ceased. Authority had been given for them to be sent 
on their way to Ascension Island. If the Argentine Government 
indicated a willingness to cease hostilities completely, the ship carrying 
the prisoners could be diverted to Montevideo or an Argentine port, or 
the prisoners could be flown to Montevideo. Conditions in the Falkland 
Islands were gradually being restored. Civilian houses were being made 
habitable, and water supplies had been provided. The Civil 
Commissioner, Mr Rex Hunt, would return that day if weather 
conditions allowed his aircraft to land. Very great difficulties had been 
caused by the Argentine occupation force having laid a variety of mines 
indiscriminately. It wac necessary to make the whole area completely 
safe. The best available equipment for detecting and lifting mines 
would be used, but the task would take a considerable time. Accommoda
tion for British troops remained inadequate, but tents were on their way 
and huts would be despatched shortly. It was intended to embark the 
Royal Marines Commando Brigade and the 2nd and 3rd Battalions, the 
Parachute Regiment, on the Canberra which would leave for the United 
Kingdom shortly. Arrangements were also being made to replace units 
of 5 Infantry Brigade. A number of ships, including HMS Fearless and 
HMS Hermes, would return soon. The shortage of accommodation for 
the necessary Royal Air Force personnel would delay the date by which 
the airfield at Port Stanley could be made fully capable of operating 
advanced combat aircraft. A very large quantity of Argentine weapons 
and equipment, including 44 aircraft and helicopters, some of which 
were damaged, had been captured. Some of the equipment, which 
included radars of United States manufacture, could be left on the Islands 
for use by the British garrison. He would be announcing shortly the 
development of a programme to equip helicopters with radar to provide 
the Fleet with early warning of impending attack. 

THE PRIME MINISTER said that she had called on the United 
Nations Secretary General, Senor Perez de Cuellar, in New York, on 
23 June. She had explained the practical problems of reconstruction in 
the Islands and left him in no doubt that the Government were not 
prepared to be drawn into a further round of negotiations. Neither 
President Reagan nor the United States Secretary of State, Mr Haig, 
whom she had seen in Washington on the same day, had pressed for a 
resumption of negotiations. 

In discussion, the point was made that the current political turmoil in 
Buenos Aires made it unlikely that a coherent answer to the message 
about a cessation of hostilities already sent to the Argentine 
Government through the Swiss would at present be forthcoming. Under 
the terms of the Geneva Convention prisoners could be held until it was 
certain that active hostilities had ceased. In the absence of clear 
Argentine acceptance, it would be necessary to make a judgment about 
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when that position had been reached. Meanwhile the retention of 
the special prisoners, the enforcement of the total exclusion zone 
around the Falkland Islands, and the measures restricting 
Argentine warships and combat aircraft to within 12 miles of the 
coast provided levers which might help to secure Argentine 
acceptance that hostilities were at an end. It was recognised that 
it could be highly damaging in terms of international opinion if 
British forces were now to sink an Argentine warship. The 
Argentines should, however, be in no doubt that the exclusion and 
restriction zones remained in force. British forces were remaining 
on alert against the possibility of a surprise Argentine air attack, 
which might take place on local initiative: the Argentines still had 
enough aircraft to launch such an attack. 

THE PRIME MINISTER, summing up the discusa on, said that 
bringing the remaining Argentine prisoners to the United Kingdom 
should i f pos s ib l e be avoided. The Argentines ought to return the 
one British prisoner in their hands, Flight Lieutenant Clover, who 
was injured. Another note was being sent to the .Argentine 
Government via the Swiss Government to seek their acceptance of a 
permanent cessation of hostilities. Meanwhile, the rules of 
engagement for British forces in the South Atlantic were being 
reviewed. 

The Cabinet -

Took note. 

2 . The Cabinet were informed of the business to be taken in the 
House of Commons during the following week. 
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 3. THE MINISTER OF STATE FOR FOREIGN AND 
 COMMONWEALTH AFFAIRS said that fighting had resumed between 

Israeli and Syrian Forces, although only on a limited scale. Whether 
the Israelis now moved into West Beirut would probably depend on a 

 meeting of the Israeli Cabinet on 24 June. The Royal Prince wo uld 
 call at Jounieh on 24 June to take off any British subjects who wished 

 to leave. There were signs that the United Kingdom was likely to be 
 invited to join a multinational force under either United Nations or 
 United States auspices to help keep the peace in Lebanon after 

 hostilities had ended, 

THE PRIME MINISTER, summing up the discussion, said that the 
Israeli Prime Minister, Mr Begin, had had an exceptionally hostile 
reception in Washington, and there were signs that a new phase might 
be starting in United States/Israeli relations. She had found the 
highest levels of the United States Administration more optimistic about 
the chances of achieving a constructive settlement in Lebanon than the 
facts justified. There was general agreement on the need to establieh 
a strong government there which could assume control of the country, 
but the prospects for achieving this seemed slight. On balance she 
returned from Washington more pessimistic about United States policy 
in the area than she had been when she went. The views of the Jewish 
community in the United Kingdom about the Israeli invasion of Lebanon 
were divided: many people were appalled at the scale of the Israeli 
Operation and of the civilian casualties caused, while others took the 
official Israeli line that Israel had acted in self-defence. They tended 
to draw a comparison with the British Government's action over the 
Falkland Islands. This was fallacious: the Falkland Islands were 
British territory. Nor had the United Kingdom attacked the Argentine 
mainland in retaliation for the Argentine invasion. 

THE PRIME MINISTER said that only the Argentine and Guatemalan 
delegations had been absent from a crowded General Assembly when 
she addressed the United Nations Special Session on Disarmament in 
New York on 23 June. Her speech in which she had sought to strike a 
realistic note and make the point that unilateral disarmament could 
lead to war, seemed to be warmly received, perhaps because the sense 
of realism was a welcome contrast with some of the unfocussed idealism 
of other contributions to the debate. 

THE MINISTER OF STATE FOR FOREIGN AND COMMONWEALTH 
AFFAIRS said that the Spanish decision to defer the Anglo-Spanish 
talks on Gibraltar and the reopening of the frontier which had been due 
to take place on 2 5 June came as no surprise. The popular reaction 
in Gibraltar had been one of some relief, but there was serious concern 
about the economic consequences. The Governor had discussed the 
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problems with the Foreign and Commonwealth Secret?ry in London 
on 23 June, and the Minister of State for Foreign and Commonwealth 
Affairs, Lord Belstead, would be going to Gibraltar shortly for talks 
with the government of Gibraltar. Consideration would also need to 
be given to the possible implications for Gibraltar's defence. 

The Cabinet -

Took note. 
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C 0 M t a U N r T Y 4 . THE MINISTER OF STATE FOR FOREIGN AND 
A F F A I R  S COMMONWEALTH AFFAIRS said that President Mitterrand had made 

a speech in Madrid the previous day which had been reported as a veto 
over Spanish accession. In fact, a study of his actual words revealed 

gement 	 that he had not gone so far; but he had certainly expressed reserva
tions. The matter might come up at the European Council, an d it 
was important that the Fre.ich should take the blame for any delay in 
Spanish entry. 

C°mmon 

F i 8 k / THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that 
a ^oucy there was a possibility of getting agreement to the Common Fisheries 

r e v i ou  Policy at the meeting of the Fisheries Council on 28-29 June. It now s

efe*"en.ce: seemed possible that he would be able to negotiate a settlement on quotai 
^C(82) 32 n ( i which would be acceptable to the whole industry. On access , the 
, ^elusions Commission had proposed a regime which in effect went back to the 

^ute 3 position on access before the United Kingdom's accession to the 
Community and was therefore an improvement on what we had 
achieved in the Accession Treaty. These proposals were likely to 
be accepted by the Scottish fishing industry and by the British Fishing 
Federation, who together represented 80 per cent of the United Kingdom 
industry. The representatives of the English inshore fishermen were 
taking the line that there should be exclusive access within the twelve 
mile limit. Such an arrangement was simply not negotiable. The 
Minister had seen the Conservative Members of Parliament with 
fishing interests to explain the position and had received a sympathetic 
reception. There was a danger that Denmark would veto the agree
ment. The Danes over-fished on a vast scale and it was therefore 
in their interests to avoid agreement. 

In discussion it was agreed that, although certain elements of the 
industry would no doubt complain, the settlement which appeared to be 
cn offer was a perfectly reasonable one from the industry's point of 
view. 

S t 6 e l	 E  S E C R E T A R Y  O F

^

 l*nport  ™  STATE FOR TRADE said that the Council of 
Ministers (Foreign Affairs) had agreed to a very strong statement 

1 * e vio U  g condemning the United States action in imposing penalties on imports 
^ e f e j  e t l c e  > of steel from the Community. Even though the duties imposed on 
^C(82)  3 4 t l  l German exports were very low, the Council had spoken with one voice. 

n 

^
P  °  c l  U s  i 0 n  s Every avenue of protest was now being pursued and the Minister for 

t l u t e 4 ' Trade would be visiting Washington the following week. 
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T H E  P R I M E^Ptline  M I N I  S T E  R reported that she had raised the question of 
John Brown's contracts with President Reagan during her visit to 
Washington on 23 June. He had rather cut the ground from under her 
feet by claiming that his officials had talked to John Brown who did not 
regard the American action as decisive to their financial position. 
The Prime Minister had expressed extreme scepticism about this claim. 
It was important that the record should be put straight as soon as 
possible. 

In discussion it was pointed out that the position of John Brown was now 
very serious because, if the difficulties with the United States 
continued, they might have to close the whole of the relevant part of 
their business which depended on licence arrangements with General 
Electric. It was agreed that the Chairman of the British Steel 
Corporation should be encouraged to go ahead with his plans to secure 
an injunction against the actions of the United States Government in the 
Washington District Court. 

redits THE CHANCELLOR OF THE EXCHEQUER reported that a special 
meeting of the Council of Ministers (Finance) held on 23 June to discuss 
the export credit consensus had failed to reach any conclusion. A 
further meeting was being arranged before the end of June at which it 
was hoped that a Community position cculd be agreed. 

The Cabinet -

Took note. 
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5. THE SECRETARY OF STATE FOR SOCIAL SERVICES said that 
he had held meetings earlier that week with representatives of the 
National Health Service (NHS) trade unions and professional bodies. He 
had told them that the Government was willing to make sufficient money 
available to finance average pay increases of 7 j per cent for nurses and 
midwives and the professions supplementary to medicine; 6f per cent 
for ambulancemen and hospital pharmacists; and 6 per cent for other 
NHS groups. The professional bodies representing nurses and midwives 
had agreed to recommend to their responsible bodies that negotiations 
should be resumed. He hoped that it would be possible to arrange a 
meeting of the relevant Whitley Council on 29 June. The professional 
bodies had a majority of votes on the Staff Side of that Council. It had 
been made clear to them that, although the Government supported their 
claim for a differential settlement in favour of nurses and midwives, 
there was no possibility of its finding more money. In order to 
strengthen the position of the leadership of the Royal College of Nursing, 
who were taking a helpful attitude, Government spokesmen should 
continue to emphasise these points. 

As for other groups of NHS staff, the trade unions had rejected out of 
hand the offer of a 6 per cent pay increase and continued to demand an 
increase of 12 per cent. The Health Services Committee of the Trades 
Union Congress (TUC) were meeting that day to consider their future 
action. The trade unions had complained that he had held separate 
negotiations with them and with the professional bodies. Separate 
negotiations were in fact unavoidable, since the professional bodies were 
not affiliated to the TUC and would not accept that the TUC could 
negotiate on their behalf. 

Comments in the media suggested that the Government's latest offer was 
widely regarded as fair. He would.arrange for briefing material to be 
circulated to other Ministers and to the Government's supporters on 
which they could draw in defending the offers. 

THE SECRETARY OF STATE FOR EMPLOYMENT said that strikes by 
NHS workers in pursuance of their own pay claims enjoyed substantial 
legal immunity, as did picketing by such workers at their own workplace. 
Picketing at other places and picketing of NHS establishments by other 
workers were unlawful. The same was probably true of sympathetic 
strikes by non-NHS workers. Those injured by such actions could apply 
to the courts for an injunction, or bring claims for damages, as 
appropriate. It would not, however, be sufficient in such cases to show 
that there had been interference with, or inducement to breach, a 
contract of employment: it was necessary to show that there had been a 
breach of a commercial contract for the supply of goods or services and 
that loss had resulted from it. An injunction had to be taken out against 
a named individual or individuals. Anyone contravening such an 
injunction would be guilty of contempt of court and therefore liable to a 
fine or, in the last resort, imprisonment. 
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The following main points were made in discussion 

a. Only a relatively small number of civil servants in a few 
Departments had absented themselves from duty in order to join 
in picketing or demonstrations at NHS establishments. Apart 
from any question of legal liability it was necessary to conpider 
whether those concerned were guilty of a disciplinary offence 
under the Civil Service code, and if so, what disciplinary action, 
if any, should be taken against them. The Chancellor of the 
Exchequer had put urgent work in hand to study the situation. 

b. The present law on picketing and sympathetic strikes was 
not entirely satisfactory. It left the initiative largely with 
individual employers, who were frequently unwilling to try to 
enforce their legal rights. The only alternative was to legislate 
so as to apply criminal sanctions. Earlier consideration by 
Ministers had concluded that the objections to this were very 
strong. 

c. There might be advantage in trying to persuade employing 
authorities in the NHS and elsewhere in the public services to 
take legal action against those guilty of unlawful picketing. The 
Government should be careful, however, not to overreact to the 
situation. There was good reason to believe that come 
elements in the trade union movement were trying to use NHS 
workers, who enjoyed a high degree of public sympathy, to 
discredit the Government's employment legislation. The 
Government's strategy should be to try to settle the NHS pay 
claims without unnecessary resort to 1 3gal action. 

d. It was right to continue to try to settle the claims of the 
nurses and midwives separately from that of other NHS groups. 

The Cabinet 

1. Took note. 
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THE SECRETARY OF STATE FOR TRANSPORT said that a strike by 
those employees of British Rail (BR) who were members of the National 
Union of Railwaymen (NUR) now seemed certain from the early hours of 
Monday 28 June, although there was some doubt how widespread support 
for the strike would be. BR were anxious to avoid a situation in which 
NUR members were on strike but members of the Associated Society of 
Locomotive Engineers and Firemen (ASLEF) turned up for work and had 
to be paid; present indications were, however, that ASLEF members 
would also be on strike within a week or so. Meanwhile workers on the 
underground services of London Transport (LT) were already taking 
industrial action which was causing severe disruption. The Board of 
LT was putting proposals to the unions for a four-week cooling-off 
period, but it still seemed likely that industrial action would be 
continued for at least part of the following week. 

THE HOME SECRETARY said that, at a meeting of the Civil Contingen
cies Unit (CCU) which he had chaired the previous day, it had been 
agreed that, in order to sustain commuter morale, it was essential for 
the Government to make, and be seen to make, the maximum effort to 
mitigate the effects of the withdrawl of rail services in London. The 
CCU had therefore agreed on a programme of measures designed to 
increase the number of parking spaces in central London and to improve 
traffic flow. Some measures would take effect only if there was simul
taneous industrial action affecting both BR'c and LT'o cervices, notably 
the suspension of waiting restrictions and parking meters on all roads in 
central London other than bus routes, and assistance by servicemen to 
provide additional parking spaces on grass areas in certain parks, 
although preparatory steps had been taken to shorten the lead time for 
this latter operation to two days. The Goverament would also need to 
encourage self-help by employers and individuals, for example in car 
sharing and the staggering of working hours. The use of emergency 
powers was not appropriate in current circumstances but the situation 
would be kept under review. There would need to be a major public 
relations campaign starting before the weekend to explain what the 
Government was doing to mitigate the effects of the strike, to give 
guidance to commuters, and to make clear the issues which were at 
stake. 

The following main points were made in discussion 

a. BR's handling of the dispute was constrained by legal 
considerations, and in particular by the 1919 Guaranteed Week 
Agreement. The strike might provide the opportunity for 
removing this constraint in the future. BR was looking into this 
and other legal issues. 
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b. The strike was primarily about improvements in 
productivity. The rail unions could not expect to receive a pay 
increase in 1982 when they nad still not fulfilled the productivity 
agreements enter3d into in 1981. 

c. A prolonged rail strike would undoubtedly do harm to 
industry. Companies themselves were however best placed to 
judge how they might minimise the difficulties, and many had 
already made plans to transfer business to road in the event of a 
rail strike. 

d. It was not clear at present whether any other unions would 
take action in support of the rail unions. The recent statement 
by Mr Sirs, Genera; Secretary of the Iron and Steel Trades 
Confederation, had suggested that the steelworkers were unlikely 
to do so, but the response of the miners was less predictable. 

THE PRIME MINISTER, summing up the discussion, said that the 
Cabinet agreed that the Board of BR had little alternative but to face a 
rail strike, despite the penalties and risks, and that the objective should 
be to achieve a major and significant improvement in productivity. It 
was important to sustain commuter morale in London, particularly if 
there was simultaneous action affecting both BR and L T , and the Cabinet 
therefore endorsed the programme of measures prepared by the CCU. 
The Government would need to mount a major public relations campaign; 
as a first step, the Secretary of State for Transport would be making an 
oral statement in the House of Commons the following day. 

The Cabinet 

2. Took note. 
• 

Cabinet Office 

24 June 1982 

10 

SECRET 



SECRET 


m S DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

CC(82) 36th COPY NO 7 9 
C o n c  l u  8 i o  m 

CABINET 


CONCLUSIONS of a Meeting of the Cabinet 

held at 10 Downing Street on 


THURSDAY 1 JULY 1982 


at 10. 00 am 


P R E S E N T 


The Rt Hon Margaret Thatcher MP 

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

THE LORD PRIVY SEAL said that until recently it had been assumed 
that Royal Assent to the Employment Bill, which had now received its 
Second Reading in the House of Lords, could if necessary be delayed 
until the autumn spillover. On this basis, priority had been given in the 
House of Lords to the passage of the Oil and Gas (Enterprise) Bill, the 
Local Government Finance (No 2) Bill, and the Social Security and 
Housing Benefits Bil l , all of which had long been identified as needing 
Royal Assent before the Summer Recess . Because of the threatened 
railway strike, and other possible disputes before the autumn, the 
Secretary of State for Employment had recently been pressing strongly 
for the Employment Bill to become law before the Recess . It was 
extremely doubtful whether an appropriate timetable could be negotiated 
with the Opposition in the House of Lords. They had already agreed to 
try to limit Committee Stage to four days, in spite of the fact that 
150 amendments had been put down; there would be two major 
Government amendments, on sit-ins and on the closed shop, and an 
amendment had been tabled by Government backbenchers on postal 
ballots for the election of union officers. There was little hope of any 
agreement to curtail the normal two-week period between Committee 
and Report and, allowing two days for Report, Third Reading could not 
be before Wednesday 4 August, even if no unforeseen difficulties arose, 

In discussion it was noted that consideration of the Lords amendments in 
the Commons would be subject to a supplementary guillotine motion, but 
time would have to be allowed for their printing and consideration by the 
Opposition, and it was clear that the Bill could receive Royal Assent 
before the Summer Recess only if the Commons were prepared to sit 
into the second week of August. 

THE PRIME MINISTER, summing up the discussion, said that the 
provisions of the Employment Bill could be helpful in dealing with the 
impending industrial action on the railways, and the Government's 
supporters would expect legislation to be on the Statute Book before the 
next Conservative Party Conference. The Cabinet were doubtful 
whether the Commons should be asked to sit into the second week of 
August to consider the Lords amendments, and the Lord Privy Seal 
should therefore explore with the Opposition in the House of Lords the 
possibility of an agreement to reduce the interval between the 
Committee and Report Stages of the Bill , with a view to bringing the Bill 
to Royal Assent before Parliament rose for the Summer Recess . There 
might be a case for reforming those procedures of the House of Lords 
which tended to inhibit the efficient dispatch of business in that House; 
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but it should not be forgotten that the Conservative Party when in 
Opposition had attached considerable importance to the maintenance of a 
two-week gap between the various stages of a Bill's passage through the 
House of Lords. 

The Cabinet -

Invited the Lord Privy Seal to seek to negotiate with 
Opposition Leaders a shortening of the two-week 
interval between the Committee and Report Stages of 
the Employment Bill in the House of Lords, and to 
report the outcome to the Cabinet. 
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2. THE FOREIGN AND COMMONWEALTH SECRETARY said that 
the resignation of Mr Alexander Haig as United States Secretary of State 
was to be regretted. He had been a good friend of Britain. Exactly 
what had triggered off his resignation was unclear, but his relationship 
with the White House had been increasingly unhappy at almost every point 
and his departure came as no surprise. His successor, 
Mr George Shultz, was a close associate of Mr Reagan, well known and 
respected internationally. It remained to be seen what his approach to 
foreign policy would be; but he would almost certainly be more 
favourable to the Arab cause and less identified with Israel than his 
predecessor. He was also likely to have an informed understanding of 
the industrial implications for European countries of the present United 
States Administration's opposition to the Siberian gas pipeline. 
Mr Shultz was unlikely to be confirmed in office before mid-July: 

Mr Haig would remain in charge of the State Department for the time 

being. 


In discussion it was pointed out that Mr Shultz's assumption of office 

was likely to come too late to affect the immediate problem facing 

John Brown Engineering as a result of the refusal of the United States 

Administration to exempt existing contracts from their embargo on the 

export of certain goods to the Soviet Union. The first delivery to the 

Soviet Union of rotors from John Brown was due on 2 July. The 

company was reluctant to take any action which might carry the risk of 

United States reprisals against the rest of their business which was 

dependent on American technology and licences. 


The Cabinet 

1. Took note. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that there was 
a ceasefire of a kind in the Lebanon, and convoluted negotiations were 
taking place with the Palestine Liberation Organisation (PLO) through 
the Lebanese. The main problem was where the PLO forces were to go. 
Both Egypt and Libya were possibilities. Recent events had created 
very deep resentment throughout the Arab world and represented a 
major step backward from a long-term peaceful settlement of the 
Middle East problem. Among the member Governments of the 
European Community (EC) there was no agreement to adopt economic 
sanctions against Israel, but no member state was at present supplying 
arms to the Israeli Government. Israel tended to regard the United 
Kingdom as taking the lead among the Europeans in criticising Israeli 
policies, but in reality all the EC Governments shared the same view. 
It was important for the United Kingdom to maintain a dialogue with the 
Israeli Government. 
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In discussion it was pointed out that the Israeli defeat of the PLO forcet 
and their withdrawal from Lebanon would almost certainly result in the 
PLO resuming terrorist operations elsewhere in the world on the 
pattern of the early 1970s. This risk would be enhanced if the PLO wa 
given refuge in Libya where it would have access to extensive arms 
supplies. 

The Cabinet 

2. Took note. 
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l f j ,  A l R s  I T  Y  3 - T H E PRIME MINISTER said that the discussion of the Middle 
East crisis at the European Council had been complicated because 

<irope events were moving rapidly while the meeting was going on. The most 
ouncil notable feature of the Council had been a virulent attack by 
8^9 J u  n President Mitterrand of the French Republic on the United States. This 

had resulted in a Presidency draft communique couched in quite 
inappropriately hostile terms. The United Kingdom had circulated a 
revised draft and the final text reflected the genuine concern of all the 
member countries about American policy on steel and the Siberian pipe
line, but in appropriate language. 

MstQt ° 8 THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that the 
j h e  r ie \

9 Jun
 Council had been unable to reach agreement because the Danish Minister 

w a s determined to prevent one. He was presumably unwilling to be 
criticised at home before the Danish elections which were supposed to 

fctev*ou8 take place in September. At the end of the Council the Commission had 
< te»ice p u  t f o r w a  r  d new proposals which would give the United Kingdom 36 per 
r C ' 8 2  ) 34th C 6 n  t  ° f t h e t o t a  l  c a t c h  a n d  s h o u l d therefore be acceptable to the industry. 
i ? c l  ^ 8 i 0  n

 T h e t o t a  l permitted catch for mackerel was larger than could be 
^Ute 4  8 ' considered prudent on scientifice grounds but it was difficult for the 

United Kingdom to resist as the amount was the same as what British 
fishermen had caught illegally last year. The Commission's proposals 
on access would improve the present position of the United Kingdom 
industry in the 6-12 mile belt for 70 per cent of the coastline. They 
would therefore represent the best access arrangements that the 
industry had ever enjoyed. Nothing could be taken for granted until an 
agreement had actually been reached, and this depended entirely on the 
Danes. 

The Cabinet -

Took note. 
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m 
^PAfte^ 1 ,  4 - THE SECRETARY OF S T A T E FOR TRANSPORT said that^ I R S 


industrial action by those employees of the British Railways Board 

! t i t i s HR i (BRB) who were members of the National Union of Railwaymen (NUR) 

hh a dd  bb e e na e e n s u s P e n d e d a f t e r  4 8s u s p e n d e d after 48hourhours anandththe NUNURRhahad referrereferred thesis sues^LondonLond^ s d e d d the issue 
f n  i na n S p o r t  dispute with them to the Railway Staff National Tribunal (RSNT). The 


Associated Society of Locomotive Engineers and Firemen (ASLEF) had 

t e v i o U s however called an all-out strike of their members employed by the BRB 


f r mN e r ^ ° midnight on Saturday 3 July. The BRB's position was that there 
P82) 35th would be no pay increase unless all outstanding productivity issues were 
H^s io settled. They would be contacting each ASLEF member by letter 
faute 5 °  n 8 ' explaining the serious consequences of the strike for the railway and 

making clear their readiness to receive employees for work even if their 
union card had been withdrawn. They would be waiting to see how many 
ASLEF members defied their union and how many NUR members were 
prepared to cross ASLEF picket lines. They would then face a decision 
towards the end of the following week on whether, despite the 1919 
Guaranteed Week Agreement, they should lay off without pay the NUR 
members reporting for work. Meanwhile industrial action on the under
ground services of London Transport (LT) had been called off on the under
standing that discussions would take place over a four-week period about 
revised schedules. The possibility of some action by LT workers in 
sympathy with the ASLEF action against the BRB could not be wholly 
ruled out. 

THE HOME SECRETARY said that the emergency arrangements approved 
by the Civil Contingencies Unit for improving traffic flow and parking in 
London had worked well, although there had been serious congestion in 
the City of London and the eastern approaches to it. The operation by 
servicemen to provide additional parking spaces in Hyde Park and 
Regent's Park had been completed. The additional spaces had not been 
ready for use during the two days of the strike at the beginning of the 
week, but would be available for a further strike the following week. 
Urgent work was in hand to provide further off-street parking areas. 
The Civil Contingencies Unit would be meeting the following day to 
decide on the appropriate package of measures which would take effect 
from the weekend. 

The following main points were made in discussion 

a. The action taken by NUR members in defying their union 
and crossing picket lines and then suspending their strike would 
make it more difficult to justify laying them off without pay in 
breach of the 1919 Agreement. On the other hand the cost of 
paying the bulk of the BRB's employees for whom no work was 
available would rapidly exhaust the BRB's temporary borrowing 
facilities. The BRB needed to find a way of enlisting the NUR's 
support for keeping the railway in operation, perhaps by allowing 
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some of their non-driver members to be substituted for strking 
ASLEF drivers. The timing and manner of any action to lay off 
NUR members would need further careful consideration. 

b. It was important that the RSNT should address itself not 
only to the issues referred to it by the NUR but also the whole 
range of outstanding productivity issues. For the longer term 
it was desirable to see how far legislative changes might free the 
BRB from the constraints imposed by its cumbersome 
negotiating machinery. 

The Cabinet 

1. Took note. 

THE SECRETARY OF STATE FOR SOCIAL SERVICES said that the 
Health Services Committee of the Trades Union Congress had requested 
the Advisory, Conciliation and Arbitration Service (ACAS) to try to 
conciliate in the current pay disputes in the National Health Service 
(NHS). Representatives of ACAS would meet the Health Services 
Committee, and officials of the Department of Health and Social Security. 
Officials would confirm that the Government's decision on the money 
which could be made available to finance pay increases in the NHS was 
final. It would be helpful if the Prime Minister and Cabinet colleagues 
could emphasise this fact when opportunity arose. The right course 
was for the trade unions to return to negotiations in the Whitley Council 
machinery: there was no useful role for ACAS to play in the present 
dispute. The Management Side of the Nurses' and Midwives' Whitley 
Council had formulated a revised pay offer. The Management Sides of 
other NHS Whitley Councils would shortly do the same. Negotiations on 
the nurses' and midwives' pay claim were expected to resume on 
9 or 13 July. 

The NHS strike that was threatened for 19, 20 and 21 July seemed 
virtually certain to go ahead. Ministers were considering the response 
to sympathetic strikes by other workers, and whether there were any 
steps which the health authorities, as employers, might be asked to take. 

The Cabinet 

2. Took note. 

Cabinet Office 

1 July 1982 
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1. The Cabinet were informed of the business to be taken in 
the House of Commons during the following week. 

f i l * n c e Bill THE CHIEF WHIP said that 20 Conservative backbenchers had so 
far indicated their intention to support the amendment which had 
been tabled for the Report Stage of the Finance Bill to make the 
taxation of unemployment benefit conditional upon the restoration of 
the 5 per cent abatement introduced in 1980. A further eight 
intended to abstain. The issue had already been debated twice 
during the present Session, and it was not yet clear whether the 
Speaker would select the amendment. If there were a vote qn the 
amendment, the Government could clearly not rely on the absence 
of members of the minority parties which had helped them to defeat 
earlier attempts to restore the abatement, and it was essential that 
all Ministers and their Parliamentary Private Secretaries should 
vote against it. 

The Cabinet -

Took note. 
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2 *  T H E FOREIGN AND COMMONWEALTH SECRETARY said that 
*ke situation in the Lebanon remained confused. Negotiations were 

 Proceeding through third parties. It looked as if progress was being 
 made towards a solution involving the evacuation of the leadership and 

 fighting representatives oithe Palestine Liberation Organisation (PLO) 
t o Syria. The United States had offered forces to assist with the 
evacuation; but the terms on which it would take place were unclear. 

n * r u* ^ e * there had been some improvement in conditions of life with 
e s t r a t o n*  r ° ^  ° * power and water supplies. A delegation from the 

Arab League would be coming to London that day comprising the Foreign 
Ministers of Bahrain and Tunisia and Mr Quaddoumi of the PLO. It had 
been decided that the Minister of State, Foreign and Commonwealth 
Office (Mr Hurd), should receive the delegation, which was visiting each 
member Government of the United Nations Security Council and had 
already been received by the French Foreign Minister, Monsieur 
Cheysson. It would be the first occasion on which a British Minister 
had received a member of the PLO. But the Prime Minister would see 
the two Foreign Ministers only; and he himself would not receive the 
delegation. A balance would thus be struck between the United 
Kingdom's sympathy with the Arabs over the Israeli invasion of the 
Lebanon and the fact that the Israeli Ambassador in London, Mr Argov, 
had been attacked by a splinter group of the PLO. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that his official 
visit to Yugoslavia on 5 and 6 July had been useful. The new Yugoslav 
Government, which had just emerged from its first Party Congress since 
Marshal Tito's death, appeared stable but was facing serious economic 
problems. He had invited the Governor of the Central Bank to visit 
London for talks with the Governor of the Bank of England, and a 
Yugoslavian Trade Delegation headed by a Minister would be visiting 
London in the autumn. 

 THE FOREIGN AND COMMONWEALTH SECRETARY said that, at the 
conclusion of the hijacking incident in Bangkok involving an Alitalia jet 
airliner, the Thai authorities had regrettably allowed the hijacker to 
leave the country for Sri Lanka. Action was now being taken to remind 
the Sri Lankan Government of its obligations either to try the hijacker or 
to extradite him to Italy. 

The Cabinet 

1. Took note. 
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THE PRIME MINISTER said that her bilateral meeting with the Italian 
Prime Minister, Signor Spadolini, in Rome on 7 July had gone well. 
Signor Spadolini and his Foreign Minister, Signor Colombo, had con
sistently supported the United Kingdom over the Falklands crisis but 
had been unable to maintain Italy's support for economic sanctions 
against Argentina because of opposition from the Socialist Party which 
was an important element in the Italian coalition Government. None
theless Italy had in practice continued to operate the sanctions and in 
particular had continued to apply an arms embargo against Argentina. 

The Cabinet 

2. Took note. 

THE PRIME MINISTER sadd that the Argentine Government's decision to 
return the only British prisoner of war in Argentine hands, Flight 
Lieutenant Glover, taken together with other indications that they 
regarded hostilities as being at an end, and the fact that no hostilities 
had taken place since 14 June, now made it appropriate for the British 
Government to repatriate all the 593 Argentine prisoners remaining in 
British hands. It was proposed to do this on the basis of a message to 
the Argentine Government rehearsing the grounds on which the British 
Government had concluded that the Argentine Government accepted that 
hostilities were over and asking them, on that basis, to agree arrange
ments for the early repatriation of the prisoners. She recalled that 
there was an obligation under international law to return prisoners as 
soon as active hostilities had ceased. An approach had also been made 
to the Argentine Government about the disposal of the bodies of 
Argentine servicemen killed in the Falklands. Meanwhile it had been 
decided to offer the next of kin of British servicemen killed in the con
flict the option of having the bodies buried in a military cemetery on the 
Falklands or repatriated for burial to the United Kingdom. Families 
of those whose bodies were buried on the Falklands or had died at sea 
would be offered the opportunity of visiting the Falklands at public 
expense. These arrangements would be announced to Parliament that 
afternoon. The members of the Committee of Privy Counsellors 
appointed to carry out the Falkland Islands Review had now been 
announced: she was very grateful to Lord Franks for agreeing to serve 
as Chairman and was confident that he would command universal respect. 
The other members would be Viscount Watkinson and Lord Barber from 
the Conservative Party; Lord Lever of Manchester and Mr Merlyn Rees 
from the Labour Party, and Sir Patrick Nairne, who had served under 
successive Administrations and had wide experience of intelligence 
matters and governmental procedures. On the Falkland Islands them
selves the Civil and Military Commissioners were tackling the problems 
of rehabilitation energetically; considerable sums of money would be 
required. 
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In discussion reference was made to the fact that the Cunard Company
would not be ordering its replacement ship for the Atlantic Conveyor 
from the United Kingdom on grounds of cost. The terms of the tender 
from Japan were substantially better, both as to price and as to delivery, 
than the tender from British Shipbuilders, and the tender from South 
Korea was better still. The decision would attract domestic criticism, 
especially in view of unemployment on the Clyde and in other British 
shipyards, but the Government had no power to intervene or to make any 
link between the compensation payable to Cunard and the use of a British 
shipyard to build a replacement. 

The Cabinet 

3 . Took note. 
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 3. THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said 
that the Commission had decided to propose a reduction in the quota for 
New Zealand butter to 89, 000 tonnes, despite extensive briefing of the 

 British Commissioners. This was further evidence of the degree of 
influence exercised by the French Government over the present 
Commission. 

 THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that 
the European Court was likely to announce its decision before the end of 
July on the case against the United Kingdom's restrictions on imports of 
poultry meat and eggs for health reasons. 

 THE SECRETARY OF STATE FOR TRADE said that the Soviet 
 Government had deferred the date for delivery of turbines to be supplied 

by John Brown Ltd until the end of the month. The United States 
Administration continued to be obdurate in their attitude; but its powers 
of enforcement in the matter were discretionary rather than mandatory, 
and he was considering, in consultation with the Company, whether to' . 
o«e> to pernun.de thft United States Administration not to take 
enforcement action, if the Company proceeded to deliver the turbines. 

The Cabinet -

Took note. 

4 - THE SECRETARY OF STATE FOR TRANSPORT said that 
increasing, though still relatively small, numbers of train drivers who 

w e  * e members of the Associated Society of Locomotive Engineers and 
 Firemen (ASLEF) were reporting for duty. The British Railways 

 Board (BRB) hoped to be able to run about 12 per cent of scheduled 
 services that day, compared with 10 per cent the previous day. Some 

members of ASLEF were putting pressure on the executive of the union 
t o call off the strike; this pressure might increase over the weekend as 
a result of union meetings at branches and depots. The BRB would take 
no decision on possible new initiatives before the afternoon of Monday 
12 July, 

Although commuters in South and South East London were experiencing 
some difficulty in getting to work, the situation appeared to be manage
able. Coal was still moving by rail from the pits, despite claims to the 
contrary by the leadership of the National Union of Mineworkers. 
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THE PRIME MINISTER, summing up a brief discussion, said that it was 
important that the legal implications of the possible courses of action 
being considered by the BRB should be fully considered. It was also 
important that the details of the tactics and timing of BRB's plans should 
remain confidential. 

The Cabinet 

1. Took note. 

."•̂ onal He 
i c e E S E C R E  

i^

 Disw*  ™ T A R  Y OF STATE FOR SOCIAL SERVICES said that the 
Trades Union Congress had asked the Advisory, Conciliation and 

e v iou  Arbitration Service (ACAS) to use its powers of conciliation in the e

ty^**&ce. current National Health Service (NHS) pay dispute. Mr Lowry, the 
0 36th Chairman of ACAS, was well aware that there was no possibility, of the 
) 4 ° n c l u 8 i 0 n  o Government's making more money available for NHS pay than had 

l , l u t e 4 already been offered; in the circumstances, it was hard to see what 
useful purpose could be served by intervention by ACAS. There had 
been little increase in the intensity of industrial action in the NHS; but 
the three-day strike called for 19-21 July was still expected to go ahead. 
The Nurses and Midwives Whitley Council would meet on 13 July to con
sider the latest offer formulated by the Management Side. His 
Department would mount a major public relations campaign at both 
national and local levels . This would not gloss over the difficulties 
faced by the NHS as a result of industrial action, and would pay tribute 
to the work done by loyal staff in keeping the service going. It would 
be helpful for all Government spokesmen to continue to emphasise that 
there was no possibility of an increase in the money available for NHS 
Pay. 

The Cabinet 

2. Took note. 

u U a t r i a l  T h e Cabinet's discussion is recorded separately. 

t v *nt 8 

Cabinet Office 

8 July 1982 

6 

CONFIDENTIAL 



0 % CONFIDENTIAL 5 ta . \ ^»W^ f T M ^ W H & S 

D  O C U M E N T IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

COPY NO 

CABINET 

LIMITED CIRCULATION ANNEX 

CC(82) 37th Conclusions, Minute 4 

Thursday 8 July 1982 at 10. 00 am 

T H Etea**AIRS  SECRETARY OF S T A T E FOR TRANSPORT said that increasing, 
though still relatively small, numbers of train drivers who were 

k*sPute members of the Associated Society of Locomotive Engineers and 
Firemen (ASLEF) were reporting for duty. The British Railways Board 

s

\

^ ,
™ ^ °  U  (BRB) hoped to be able to run about 12 per cent of scheduled services that 

re*ice: day, compared with 10 per cent the previous day. Some members of 
L ) 36th ASLEF were putting pressure on the executive of the union to call off the 

U s *°ns, strike; this pressure might increase over the weekend as a result of 
U t  e 4 union meetings at branches and depots. The BRB would take no decision 

on possible new initiatives before the afternoon of Monday 12 July, so that 
they could assess whether resistance to the strike among the ASLEF 
membership was growing. They had been considering two main 
possibilities: dismissal of ASLEF members who were on strike; and 
laying off members of the National Union of Railwaymen (NUR) in order 
to save money. The BRB at present inclined to favour early action on 
the first option. This would require letters to be sent to ASLEF 
members on Wednesday 14 July, warning them that they would be 
dismissed unless they agreed to work under flexible rosters; the letter 
should reach the men by Friday 16 July. It was likely that the BRB 
would let it be known earlier that they were considering making this 
threat. The course of action ran the risk that, under the present law, 
unless the BRB eventually offered re-employment to either all or none of 
those who had taken industrial action they would be exposed to legal 
action for unfair dismissal . He was discussing the position with the 
Secretary of State for Employment. The effective date of dismissal , 
under this timetable, would probably be Monday 19 July; and the fact that 
this coincided with the first day of the expected three-day strike in the 
National Health Service might be unfortunate. If the threat of dismissal 
did not succeed in breaking the ASLEF strike, the BRB would have to 
consider laying off NUR members , although the handling of this would 
need great care both legally and presentationally. 
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Although commuters in South and South East London were experiencing 
some difficulty in getting to work, the situation appeared to be 
manageable. Coal was still moving by rail from the pits. despite 
claims to the contrary by the leadership of the National Union of 
Mineworker s. 

THE PRIME MINISTER, summing up a brief discussion, said 
important that the legal implications of the possible courses of act on 
being considered by the BRB should be fully considered I t  ̂  a l 8  ° 
important that the details of the tactics and timing of BRB's plans should 
remain confidential. 

The Cabinet -

Took note. 

Cabinet Office 

12 July 1982 
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THE CHANCELLOR OF T H E EXCHEQUER said that a small group of 
Minister s, under his chairmanship, was considering the appropriate 
response by Government to sympathetic industrial action by civil 
servants. As reported in his minute of 6 July to the Prime Minister, it 
had been agreed that in cases involving conduct of an overtly political or 
abusive nature disciplinary charges could be brought without warning and 
the full range of disciplinary penalties applied as appropriate. In cases 
involving only unauthorised absence or failing to work as directed, staff 
who had been absent on 23 June, the date of the previous one-day strike 
in the National Health Service, should be given a written warning; they 
would then be liable to disciplinary action if they behaved in a similar 
way on another occasion. Other staff would not be so warned, though 
the fact that warnings had been issued would be likely to become widely 
known. Civil Service managers would receive instructions at 
appropriate levels drawing their attention to the fact that absences in 
pursuit of sympathetic industrial action and breaches of conduct were 
liable to be dealt with under disciplinary procedures and requiring them 
to record and report to their Principal Establishment Officers the names 
of staff concerned. The small group would be considering further the 
question of whether participation by civil servants in picketing should be 
regarded as a disciplinary offence of a different nature from that of 
rnere unauthorised absence. 

The Cabinet -

Took note. 

Cabinet Office 

9 July 1982 
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The Cabinet were informed of the business to be taken in the 
House of Commons during the following week. 

T H E HOME SECRETARY said that he was conducting extensive 
 consultations on the recent breach of security involving The Queen 

at Buckingham Palace, but he hoped to be in a position to make a 
further statement on the matter in the House of Commons on 
Wednesday 21 July. It was clear that the failure of security at the 
Palace had been primarily due to human error rather than to any 
defect in the arrangements themselves. The division of responsibil
ity for the security of the Royal Family, which had existed for many 
years with the approval of the Palace authorities, would have to be 
ended. He intended to announce the appointment of a very senior 
police officer, whose selection he would personally approve, to take 
charge of the security arrangements for all members of the Royal 
Family; in the meantime, special attention was being given to the 
security of the Prince of Wales and his family. The statement would 
be very long if it contained (as he thought it must) the narrative 
background to the incident at the Palace, and he would discuss with 
the Lord President of the Council, the Lord Privy Seal, and the 
Chief Whip the possibility of making this background available to 
Parliament separately in a written form, but he doubted whether this 
would be acceptable to either House. 

The Cabinet -

Took note. 

 2 . THE FOREIGN AND COMMONWEALTH SECRETARY said 
that the situation in the Middle East looked increasingly threatening. 
In Lebanon the negotiations appeared to be making no progress . 

T h e  P a l e s t i n e Liberation Organisation (PLO) was unwilling to give up 
its arms . Israel was becoming impatient and the possibility could 
not be excluded that it might start a new battle for West Beirut which 
could lead to a blood bath. The problem of where the PLO was to go 
remained unresolved: Syria was willing to take the PLO leadership 
but not the combatants. The same was true of Egypt. The United 
States, France and Greece were willing in principle to contribute 
troops to a peacekeeping force: the United Kingdom had not been 
asked to do so. Meanwhile Iran had invaded Iraq on 12 July and was 
engaging Iraqi forces on the outskirts of Basra. There was very 
little information about the situation on the ground and none about 
Iranian intentions. Iraqi morale was believed to be low and Iran 
appeared determined to bring down the Saddam Hussein regime. 
The United Nations Security Council resolution of 12 July had been 
rejected by Iran, which might well be planning a thrust as far as 
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Baghdad. There were some 120 British subjects in and around 
Basra: he was seeking advice from HM Ambassador at Baghdad 
as to what arrangements might be made for their safety. If the 
Iranians were to get as far as Baghdad, and if at the same time 
the P L O was defeated in a major battle in Beirut, this would add 
up to one of the most crushing defeats which the Arabs had ever 
experienced in their history and would have far reaching conse
quences. Even as things were, a permanent and peaceful solution 
to the problems of the Middle East now appeared more remote than 
at any tims since the Second World War . 

THE PRIME MINISTER, summing up a short discussion, said 
that there was an urgent need to establish the facts of what was 
happening both in the Lebanon and in the Iran/Iraq war. She had 
made arrangements to ensure that the Government were kept 
informed of the findings of a fact-finding mission which had been 
sent to the Lebanon by the Board of Deputies of British Jews* 
Consideration would be given to the possibility of a speech either 
by herself or by the Foreign and Commonwealth Secretary which 
might express sympathy for the plight of the Palestinian people: 
but it would be important to emphasise the distinction between 
them and the PLO, bearing in mind that the British Government 
had never accepted the PLO's claim to be the sole representative 
of the population of Palestine. Account would also need to be 
taken of the concern of the Jewish community in the United 
Kingdom, which was likely to lead to keen Parliamentary interest. 
So far, however, the line taken by the Government on the Middle 
East crisis had commanded wide public support. 

The Cabinet 

1. Took note. 

°*
Nati 

C l : etary Q^8 THE FOREIGN AND COMMONWEALTH SECRETARY said that 
e r a  l he and the Prime Minister had had useful talks with the Secretary 

General of the United Nations, Senor Perez de Cuellar, during the 
latter's visit to London on 13 and 14 July. Senor Perez de Cuellar 
had professed complete understanding for the British position 
over the Falkland Islands and had made no attempt to press for 
negotiations with Argentina. 

The Cabinet 

2 . Took note. 
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3. THE CHANCELLOR OF THE EXCHEQUER said that the 
Council's discussions on the promotion of investment had underlined 
the importance of maintaining the present general economic frame
work and the need to give priority to getting inflation down. The 
Council would come back to this in October. Little progress had 
been made on company law reform. 

THE SECRETARY OF STATE FOR INDUSTRY said it was 
important that the next meeting of the Foreign Affairs Council oh 
1 9 - 2 0 July should agree on how to tackle the United States 
Government over its penalties on imports of steel from the Community. 
Viscount Davignon was beginning talks with the United States 
Secretary for Commerce today; it was not clear whether these could 
lead to a negotiated settlement. 
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4. THE SECRETARY OF STATE FOR TRANSPORT said that the 
British Railways Board (BRB) had announced that it intended on Tuesday 
20 July to dismiss the train drivers who were then on strike and to offer 
them re-employment only if they accepted new contracts including a 
requirement to work flexible rosters . The aim was to put pressure on 
the drivers to return to work in the next few days. There were some 
signs that this pressure might be having an effect; but so far it was not 
on a large scale. The BRB's objective in the dispute should be to 
secure other productivity gains besides flexible rostering; but accep
tance of flexible rostering was itself the key to major improvements; 
and the main aim at this stage should be to defeat the strike by members 
of the Associated Society of Locomotive Engineers and Firemen (ASLEF) 
and to ensure that they returned to work under conditions including 
flexible rostering. The way might then be open to secure the out
standing productivity commitments from the other rail unions and to deal 
with the more general constraints imposed by the 1919 Guaranteed Week 
Agreement. The position of the Government and the BRB commanded 
considerable support across a wide spectrum of opinion, including trade 
union opinion; it was important that the issues should be kept clearly 
before the public. Supplies of coal from the pits were moving at a 
lower level than usual, but were still substantial. There appeared to 
be no risk to supplies of essential materials for industry. There had 
been some cases of violence, which were being investigated by the police. 

There was a risk that if the BRB dismissed members of ASLEF who were 
on strike, train drivers on the London Transport ( L T ) underground who 
were members of ASLEF would strike in sympathy. This would create 
serious disruption to traffic in London, which would be aggravated if LT 
drivers who were members of the National Union of Railwaymen refused 
to cross ASLEF picket lines. 

The Cabinet 

1. Took note. 

THE SECRETARY OF S T A T E FOR SOCIAL SERVICES said that the 
trade unions concerned were preparing for the strike in the National 
Health Service (NHS) which had been called for 19-21 July. The Labour 
Committee of the Royal College of Nursing had met the previous day and 
bad decided to ballot the membership on the latest offer by the 
Management Side. The ballot could be expected to take about four or 
five weeks to produce a result. The current pay disputes in the NHS 
were likely to last a long time. It was essential that the Government 
should stand firm on its previously stated position, and above all should 
continue to make it clear that no more money was available. Attempts 
were being made to inform all workers in the NHS of the details of the 
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current pay offers by messages in their pay packets, although these 
attempts were being obstructed by trade union action in one area. His 
Department was considering taking advertising space in the media and 
was also considering the possibility of sending letters to the homes of 
NHS workers, though this would be a very expensive operation. The 
position in Scotland was more serious than in England and Wales: many 
hospitals had been reduced to emergency cover only. It was important 
that Government spokesmen should draw attention to all cases of union 
action which damaged the interests of patients. Contingency plans had 
been prepared to draw on assistance from Servicemen for certain tasks 
if this was essential. 

The Cabinet 

2. Took note. 

5 *  T h eiU NBITTJB  Cabinet discussed the economic outlook and public expenditure 
" ^Vfiy  R E in 1983-84 and 1984-85. Their discussion and the conclusions reached 

are recorded separately. 

Cabinet Office 

15 July 1982 
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The Cabinet discussed memoranda by the Chancellor of the Exchequer 
( c ( 8 2 )  2 ? ) n  e c o n o m c prospects, and by the Chief Secretary, Treasury o i 

(C(82) 28) on public expenditure in 1983-84 and 1984-85 . They also 
had before them a letter of 13 July from the Secretary of State for 
Industry to the Chancellor of the Exchequer about the outlook for industry 

THE CHANCELLOR OF THE EXCHEQUER said that the world economic 
situation was difficult. The Organisation for Economic Co-operation 
and Development (OECD) was forecasting economic growth of only 
I per cent a year for the OECD area, and a fall of 9 per cent in 
manufacturing output in the United States. High interest rates in the 
United States were having an adverse effect on economic activity: their 
future course would depend on the United States budget deficit. The 
United Kingdom had been more successful than some other countries in 
breaking the link between its own and United States interest rates. 
Some countries, notably France, had sought to expand economic activity 
by increasing public expenditure but had been forced by the damaging 
consequences of this to restore financial discipline. There was wide
spread concern, which he shared, about the slow rate of economic 
recovery in the United Kingdom. But industrial production was higher 
than in 1981; and the latest forecast was for a 2 per cent growth in 
output in 1983. Progress on inflation had been better than had been 
forecast at the time of the Budget: the annual rate of inflation was now 
expected to fall to 8 per cent by the end of 1982, and to 7 per cent by the 
middle of 1983. Sterling had fallen against the United States dollar, 
but not against other European currencies. The shortfall in the public 
sector borrowing requirement (PSBR) in 1981-82 had helped to maintain 
confidence: the PSBR in 1982-83 was developing much as had been 
expected. Unemployment continued to rise, though more slowly than 
in the recent past and in several other western countries. The best 
chance of containing or reducing unemployment was to foster confidence 
in industry. This required that the Government should hold to its public 
expenditure plans, not only in the interests of preserving its credibility 
but also to keep open the possibility of fiscal measures helpful to 
industry. 
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He was confident that the Government strategy was correct; but there 
were some things that could be done to improve the pace of recovery. 
Money being spent, especially by the Manpower Services Commission, 
to reduce unemployment should be deployed to maximum effect and in a 
way that attracted maximum attention. More should be done to 
publicise and promote the changes the Government had made to encourage 
enterprise. The Government should support reductions in industrial 
costs, by encouraging pay restraint and efforts to improve productivity 

THE CHIEF SECRETARY, TREASURY said that the Government had 
settled its plans for public expenditure in 1983-84 and 1984-85 in 
November 1981; it had published them in March 1982. The planning 
totals stood at £120 . 5 billion for 1983-84 and £127 . 7 billion for 1984-85, 
including additions of £7 billion and £5 billion respectively agreed during 
the course of the 1981 Public Expenditure Survey. Nothing had 
happened to invalidate the figures: if anything, inflation and pay 
settlements had run at a lower level than had been assumed. To hold 
to the plans should leave room for modest tax reductions in 1983, which 
would benefit industry and aid economic recovery. Reductions in 
taxation or interest rates were preferable in this respect to increasing 
public expenditure. Since the present Government had been elected in 
1979 public expenditure and taxation had increased as a proportion of 
national income. This was contrary to the Government's political and 
economic philosophy and should be reversed. Bids had been submitted 
by Departments for additional expenditure of £6 billion in 1983-84 and 
£ 7  | billion in 1984-85; there would also inevitably be additional 
expenditure because of the Falklands operation. Some of the bids were 
unavoidable. The contingency reserve could absorb some of them, but 
not all: offsetting savings would also have to be found. Although it 
would not be easy, it should be feasible to hold to the expenditure 
planning totals; he asked his colleagues to agree that he should hold 
bilateral discussions with spending Ministers on this basis . He also 
proposed that the Civil Service manpower totals proposed in the report 
by officials circulated with C(82) 28 should be regarded as firm limits. 

THE SECRETARY OF STATE FOR INDUSTRY said that he adhered 
wholeheartedly to the economic strategy outlined in C(82) 27. Industrial 
performance had not, however, picked up as expected at the time of the 
Budget; and recent surveys by the OECD and the Confederation of 
British Industry suggested that prospects were deteriorating. It was 
necessary to consider what steps should be taken in the near future to 
reduce industrial costs and improve competitiveness. Lower interest 
rates would be most helpful, but were to some extent subject to forces 
beyond the Government's control. It could be argued that there was a 
need for a carefully chosen package of measures to assist industry, 
announced or implemented soon after the summer recess . This should 
include such measures as a reduction in the National Insurance 
Surcharge; a revival of the small engineering firms investment scheme; 
ending the four-month deferment in the payment of regional development 
grants; more generous aid/trade provisions; and a stimulus to the 
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civil engineering industry. This would be consistent with the general 
aims outlined by Treasury Ministers, but he did not think it necessary 
to distinguish as sharply as they did in judging the merits of reductions 
in taxation and interest rates on the one hand, and well-directed 
programmes of- public expenditure on the other. 

In discussion, there was general agreement with the economic strategy 
outlined in C(82) 27. The Government had shown steady and consistent 
purpose, which had attracted considerable public support; to change 
course now would be both politically and economically disadvantageous. 

The following main points were also made:

a. There was a danger that the Government was under
estimating the adverse political and economic effects of 
continuing high levels of unemployment. Some members of 
the Cabinet considered that modest stimulus of the economy on 
the lines suggested by the Secretary of State for Industry would 
have a quicker and more certain effect on unemployment? than 
reductions in taxation and interest rates. Moreover, tax 
reductions were indiscriminate and would in part lead to higher 
spending on imports. On the other hand, it was argued that 
past experience in this country, and current experience overseas, 
showed that attempts to stimulate economic growth by increasing 
public expenditure had no lasting effect except to increase 
inflation and the burdens on productive industry. 

b . Many of the difficulties facing industry were its o\**i 
responsibility: in particular, the serious loss of competitiveness 
in recent years was almost entirely due to excessive pay settle
ments. It might be better to use any room for fiscal adjustments 
to reduce personal taxation rather than taxation on industry. 

c. Even if the measures advocated by the Secretary of State 
for Industry had merit, there were strong objections to announcing 
them shortly after the summer recess . It was an illusion to think 
that the economy could be effectively influenced by frequent small 
adjustments of fiscal or other policies; and it was important to 
maintain the maximum freedom of manoeuvre for action in the 
1983 Budget. 

d. In principle, it was clearly right to try to stick to the 
published expenditure plans: indeed, it would be desirable to go 
lower. Whether it would be right in practice, however, could 
not be judged until the Chief Secretary, Treasury had completed 
his proposed bilateral discussions with spending Ministers. It 
should not be forgotten that, while there had been large increases 
in some programmes, others had been heavily cut. Further 
reductions on the scale which the Chief Secretary, Treasury 
appeared to have in mind might be very difficult to achieve. 

3 
CONFIDENTIAL 



CONFIDENTIAL 


e. Rather than stick rigidly in all circumstances to the 
existing expenditure plans, there might be a case for allowing 
some relaxation in the restrictions on the PSBR in 1983-84 in 
order to provide room for tax reductions. On the other hand, 
this would tend to increase interest rates. It was partly as a 
result of the Government's success in restraining the PSBR in 
1981-82 and 1982-83 that the Falklands operation had been under
taken without serious effects on confidence in the markets. 

f. Rayner scrutinies had already identified large savings 
in expenditure. If the political will was there, further scrutinies 
could identify more . They should also be extended to cover 
expenditure programmes, with a view to ensuring that the 
programmes provided for value for money. 

THE PRIME MINISTER, summing up the discussion, said that the 
Cabinet fully endorsed the economic strategy outlined in C(82) 27, and 
took note of the economic assessment in it. They also agreed that the 
aim in the next stages of the Public Expenditure Survey should be to 
hold to the planning totals for 1983-84 and 1984-8 5, and approved as 
firm limits the Civil Service manpower totals proposed in C(82) 28 for 
1 April 1984. The scope for savings by further Rayner scrutinies of 
administration and other reviews of efficiency, and radical examination 
of expenditure programmes with a view to securing full value for money, 
should be vigorously explored. The publication in that morning's 
newspapers of articles about the subjects to be discussed at the meeting, 
meant that there would be considerable speculation about the outcome of 
the discussion. The Press Secretary at 10 Downing Street would brief 
nnattributably to the following effect:

'As is usual at this time of the year, the Cabinet began its 
discussion of public expenditure in the next two financial 
years. The discussion set the framework for the examination 
of programmes that will continue through the summer, with a 
view to decisions in the autumn. ' 

She trusted that members of the Cabinet would not allow themselves to 
be drawn into making any comments to journalists that went beyond 
that, either as to the course of the discussion and the contributions 
made by particular Ministers to it or as to substantive issues of policy 
raised in the discussion. 

The Cabinet 

1, Took note, with approval, of the F rime Minister's 
summing up of their discussion. 
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2. Invited the Chief Secretary, Treasury to held 
bilateral discussions with spending Ministers on the 
basis outlined in C(82) 28, taking account of the Prime 
Minister's summing up and of the points made in diocussion; 
and to report in due course. 

Cabinet Office 

20 July 1982 
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T A R^AlRs Y 1. The Cabinet were informed of the business to be taken in the 
House of Commons during the following week. The House would 
rise for the summer adjournment on Friday 30 July, and return on 
Monday 18 October. 

I'16 SuPPort 
E  S E C R E T A R Y  O FS e t t le ent  ™  STATE FOR THE ENVIRONMENT said that m 

he intended to announce the Government's proposals for the Rate 
Support Grant (RSG) settlement for 1983-84 at the meeting of the 
Consultative Council on Local Government Finance which had been 
arranged for Tuesday 27 July. He would need to inform the House 
of Commons of the proposals immediately thereafter. On the 
assumption that the Government acceded to the Opposition's request 
to devote the major part of that day's business to their motion on 
unemployment, an oral statement, which was likely to lead to 
lengthy questions, and which would have to be followed by similar 
statements on the proposals for Wales and Scotland, would inevitably 
r a t into Opposition Supply time. Since the proposals were only 
consultative at this stage, it might be worth exploring with the 
Opposition whether they would prefer the statement to be made by 
way of a Written Answer. 

THE PRIME MINISTER, summing up this part of the discussion, 
said that a statement on the RSG proposals would have to be made on 
Tuesday 27 July. The Government should not appear to be seeking 
to limit the amount of Parliamentary time available to the 
Opposition on their Supply day, but the unemployment debate had been 
moved from Wednesday 28 July at their request, and they might 
therefore be amenable to having the RSG statement either made 
° f ally at the expense of their Supply time or, preferably, dealt with 
in a Written Answer. The Parliamentary Secretary, Treasury, in 
consultation with the Secretaries of State for the Environment, 
for Scotland and for Wales , should now seek to reach agreement with 
the Opposition on this basis, 

The Cabinet 

1. Invited the Parliamentary Secretary, Treasury, 
in consultation with the Secretaries of State for the 
Environment, for Scotland and for Wales, to discuss the 
arrangement of business for Tuesday 27 July with the 
Opposition, as indicated in the Prime Minister's 
summing up. 
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THE SECRETARY OF STATE FOR INDUSTRY said that he would be 
moving the Shipbuilding Redundancy Order after the unemployment 
debate on Tuesday 27 July. Although the Order itself was not 
intrinsically controversial, it would provide an opportunity for the 
Opposition to press the Government on the placing of the order 
by Cunard for the container ship to replace the Atlantic Conveyor 
which had been lost during the Falkland Islands conflict. Even with 
the maximum Government assistance permissible under European 
Community rules, the British Shipbuilders (BS) tender, at 72 million 
dollars, was still some 17 million dollars higher than the South 
Korean tender, and was also well above the price quoted by 
Japanese, Swedish and French yards. The BS delivery time was 
nine months longer than the longest period quoted by any of the other 
yards. The Ministerial Sub-Committee on Economic Affairs had 
examined the matter in great detail, but could see no way in which 
the gap could be closed sufficiently to persuade Cunard to place the 
order with a British yard, 

THE SECRETARY OF STATE FOR DEFENCE said that it might be 
possible for the Ministry of Defence to make a contribution tqwards 
the cost of a replacement, constructed in a British yard, if the 
design were modified to make the ship suitable as a reserve naval 
asset which could be used without further modification in the event of 
an emergency. 

THE PRIME MINISTER, summing up this part of the discussion, 
said that the announcement by Cunard of a decision to give the order 
for a replacement for the Atlantic Conveyor to a foreign yard would 
cause intense political controversy, which could well find expression 
during the following week's debates on the Consolidated Fund Bill, 
or on the Adjournment motion. Cunard were not committed to 
accepting the lowest tender, and might be willing to consider placing 
the order with a British yard if the gap between the BS price and the 
South Korean tender could be significantly narrowed. The Cabinet 
agreed that there could be no question of providing direct Government 
subsidies or soft credit beyond what had been discussed by the 
Ministerial Sub-Committee on Economic Affairs, but the proposal of 
the Secretary of State for Defence would involve expenditure on a 
reserve asset for which there was a genuine naval need. The 
Secretary of State for Defence should pursue this suggestion, and 
should then consider with the Secretary of State for Industry whether 
satisfactory arrangements, including an acceptable delivery .time, 
could be made between Cunard, BS and the Government. It was 
important that the matter should be settled before the House of 
Commons rose for the summer adjournment, and that Cunard should 
b e dissuaded from making any public statement closing their options 
in the meantime. 
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The Cabinet 

2 . Invited the Secretary of State for Defence 

i . to consider whether the Government should 
contribute to the cost of a replacement for the 
Atlantic Conveyor, if it was built in a form which 
would enable it to be used if necessary as a reserve 
naval asset; 

ii . if that proved possible, to consider further 
with the Secretaries of State for Industry and for 
Trade whether such a contribution could form part 
of an arrangement whereby Cunard placed the order 
for the replacement of the Atlantic Conveyor with a 
British shipyard. 

Lords THE LORD PRIVY SEAL said that the intention was for the House of 
Lords to rise for the summer adjournment on Tuesday 3 August, by 
which time they expected to have completed the Report Stages of 
the Employment and Criminal Justice Bi l l s . They would return on 
Tuesday 12 October, six days before the Commons, and it would 
therefore be possible for any urgent Government statements to be 
made in the Lords during that period. 

30 

g e  1 t 8 p
ark 

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that, 
following the bombing incident involving the Household Cavalry in 
Hyde Park on 20 July, a check had been made on the Regents Park 
bandstand, but had failed to reveal the device which had exploded 
later that day, causing deaths and. severe injuries, during a 
Performance by the Band of the Royal Green Jackets. He was 
considering urgently with the Home Secretary and the Secretary 
of State for Defence how security arrangements in the Royal Parks 
might be improved. In the meantime, the advertised series of 
concerts by military bands in the Royal Parks would continue as 
planned. 

The Cabinet 

3, Took note. 
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F F A I R S

 2 « THE FOREIGN AND COMMONWEALTH SECRETARY said 

*bat large scale fighting continued between Iraq and Iran with heavy 

losses . Despite earlier doubts about the state of Iraqi morale Iraq 


t a i l~Iraq **ad repulsed the Iranian thrust into her territory, and Iranian forces 
n wP r e v  i °  held only a narrow strip of Iraqi territory about 10 kilometres 

^8 nil 6£ e r o  l °  g . Iraq had meanwhile launched air attakcs on Kharg Island. The 
Cc(82T*a: o u t c o m e of the conflict remained unpredictable. The Foreign and 
C °Mu • Commonwealth Office had been in touch with the Governments of Kuwait 

o t h e r  G u l f^ u t e ^ 0 1 1 8 ' ^  States: none was looking for diplomatic help at 
present or had any plans to send military help to Iraq. In Iraq all 
but 7 of the British subjects known to be in the Basra area had now left, 

j, THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
j^^ous n e got iat ions were continuing, but United States hopes of achieving a 
C 6 r e n c e : Package deal involving the departure of the Palestine Liberation 
C0 ) 38th Organisation (PLO) from Beirut had now been frustrated by the 
tyj c * U s ion 8 Lebanese. There was still no agreement on where the PLO should go 

u t e  a n a2  Israeli impatience was mounting. The Prime Minister and he 
would be seeing King Hussein of Jordan in the course of the next two 
days and would be encouraging him to impress on the United States 
Government the urgency of the need to find a solution to the Lebanese 
Problem. 

T H Et>> .  FOREIGN AND COMMONWEALTH SECRETARY said that he 6

^ef^^8 would be seeing the new United States Secretary of State, M r . Shultz 
^C(g t e i l C e !  Z 

în

 ° n ^ July* This would be an opportunity for a general discusftion of 
Cô  ' 36th world problems rather than of detailed issues. He would be meeting 

i o n  s  , Shultz again in September. 
e 2 


The Cabinet 


Took note. 

4 


CONFIDENTIAL 



CONFIDENTIAL 


AFfAIRS  3 *  T H E FOREIGN AND COMMONWEALTH SECRETARY said that 
the Foreign Affairs Council had dealt with relatively routine matters, 
apart from steel which was to be discussed later. 

^r ench Turk 
P r e v i  o

 6 7  8  T H E MINISTER OF AGRICULTURE, FISHERIES AND FOOD said 
W e  * 8 t n a  t the decision of the European Court ruling against the United 
CC(8?\  ° e : Kingdom case for maintaining its restrictions had not been as 
C°fcclu 3 ? t  h unhelpful as at first sight might appear. The Court had ruled that 
^ u t e ^ 0 1 1 8  '  ^ e r e s t r  i c t i o n  s should be removed but not in such a way as to 

endanger the health of the United Kingdom flock. It was therefore 
possible that the Government would be able to continue to exclude 
foreign birds unless vaccination could be proven. 

(A

 l f t e r  s

 T H E MINISTER OF AGRICULTURE, FISHERIES AND FOOD said 
l 9 ^  C U  * t U r e  ) that the United Kingdom had secured satisfactory safeguards for 

July the industrial alcohol industry during the negotiations about the wine 
b„ regime. 

T H E  M I N I s t e r  o ftosh .  AGRICULTURE, FISHERIES AND FOOD said 
t f t a t2o„^e r*es)  the Fisheries Council had ended with a clear nine to one line-up 

J u l y against the Danes. The Danish Minister in the Chair had had a most 
£f .  e*nbarrassing time. The negotiations on the Common Fisheries e v

sHef  ° U  Policy would be resumed at a further meeting in September. He 
CQ 8 ^ e n ce; recommended that the Prime Minister and the Foreign and 
^0tlcl
Mi

 Commonwealth Secretary should consider ways of putting effective 
U s i ° n s , Pressure on the Danish Prime Minister to ensure that the September n u

Council reached agreement. Both the Federal Chancellor and the 
French President were likely to be influential with the Danish Prime 
Minister. 

5 
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THE SECRETARY OF STATE FOR SCOTLAND, supporting this 
suggestion, said that there was evidence that the problem lay with 
the Danish Fisheries Minister personally and that he did not have 
the full support of the rest cf the Danish Government. The problem 
for the United Kingdom was that it would be difficult to maintain the 
support of our fisheries industry for the agreement if the matter 
dragged on beyond September. 

 THE SECRETARY OF STATE FOR INDUSTRY said that negotiations 
 Government over steel imports had reached 

^  After 4 July the United States Government 
w i t h t h e  U n i t e d  s t a t e s

 p o i n t  Q f c r i s i 8 >  2 

 would have to get the agreement of the United States steel industry 
 before conducting any negotiations with other countries. The 

 Commission's attempt to reach a settlement on behalf of the 
 Community had failed, and the Chairman of the British Steel 

Corporation was on his way to Washington to participate in a 
bilateral negotiation. Meanwhile, a new series of Community 
proposals had been worked out in Brussels which the other member 
states were insisting should be the basis of the next move, to the 
exclusion of bilateral approaches. The latest advice was that, if the 
United Kingdom began bilateral negotiations, the Community initiative 
would be brought to a halt and the United Kingdom would be blamed 
for the destruction of the Community's position. The problem was 
that the other member states did not have as much at stake as the 
United Kingdom. The British industry was much the hardest hit by 
the United States measures and, if there were no agreement, it was 
likely that the industries of the other member states would capture 
markets from British steel. 

In discussion it was pointed out that, although in law the date of 
24 July appeared important, in practice there was not much in it. 
The United States Government was already giving absolute priority 
to the interests of the United States industry, so that it was unlikely 
to make any difference to their behaviour when they came under a 
legal obligation to get the agreement of their industry. The 
Community package being worked out in Brussels had significant 
advantages for the United Kingdom industry, in that the other member 
states were prepared either to freeze or to reduce their market 
shares. It was therefore sensible to allow the Community initiative 
to be put to the United States Government. If the Community 
proposal were rejected, as seemed quite likely, then the United 
Kingdom should go ahead with bilateral negotiations. These should 
not be confined to British Steel; the private sector must also be 
involved. 
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THE PRIME MINISTER, summing up the discussion, said that it 
was agreed that the United Kingdom should act in concert with its 
Community partners for the rest of the day, but that, if the 
Community proposals were rejected by the United States, then the 
United Kingdom should proceed to bilateral negotiations. In those 
circumstances the matter could not be allowed to drag on into the 
following week and the bilateral negotiations would have to be 
initiated before the weekend. 

The Cabinet -

Took note. 
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r F A i  R 
4 . THE SECRETARY OF STATE FOR TRANSPORT said that 

s 

although the Associated Society of Locomotive Engineers and Firemea 
(ASLEF) had now called off its strike, the British Railways Board (BRB) 
still faced a number of difficult, industrial relations problems. It was 

3 f i t i « h  R a i  Iway possible, although unlikely, that the recalled ASLEF Delegate 
s 

're vioU 6 

^u te 4 

Conference would reject flexible rostering. Even if they did, it seemed 
improbable that ASLEF would seek to call a further all-out strike; and 
the BRB would continue with the imposition of flexible rosters . The 
more difficult problems were the handling of the outstanding productivity 
commitments and this year's pay offer. The BRB would need to decide 
whether to seek to reach a quick settlement with the trade unions 
involving both a modest pay increase and the implementation of the 
outstanding productivity measures, or whether to allow the reference 
of the pay issue by the trade unions to the Railway Staff National Tribunal 
to proceed, with the possibility that this might lead to an unsatisfactory 
outcome. He would be discussing the position further with the BRB and 
would keep his colleagues informed of developments. 

The Cabinet 

1 . Took. note. 

r v i c  e 

THE SECRETARY OF STATE FOR SOCIAL SERVICES said that the 
three-day strike in the National Health Service (NHS) on 1 9 - 2 1 July had 
received substantially less support than the trade unions had expected. 
The impact had been no worse than on the previous day of action in June. 
Emergency ambulance cover had been withdrawn in only one area, and 
it had not proved necessary to use servicemen. The Health Services 
Committee of the Trades Union Congress was meeting that day. The 
indications were that they were uncertain about their next moves and 
were concerned that support for continuing industrial action both within 
the NHS itself and on the part of the Press and the general public, might 
be diminishing. The Royal College of Nursing had decided to ballot its 
membership on the pay offer, but the results would not be known until 
26 August. If they and the other professional bodies decided to accept 
the offer, their combined votes on the Nurses and Midwives Whitley 
Council would be sufficient to ensure a settlement for that group. It 
was essential that the Government should continue to make clear that 
there would be no more money made available for an increase pay offer, 
and also that the dispute was having a greater impact on patient care 
than the trade unions pretended. Finally, he welcomed the fact that 
sympathetic industrial action by civil servants in support of the NHS 
dispute had been much less than on the previous day of action and had 
been negligible on the second and third days of the three-day strike. 

The Cabinet 

2 . Took note. 

Cabinet Office 
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1. The Cabinet were informed of the business provisionally 
arranged to be taken in the House of Commons during the week 
beginning 18 October. The intention was for the 1982-83 Session 
of Parliament to be opened on Wednesday 3 November. 

E m p l°yment Bill THE LORD PRIVY SEAL said that on the previous day the 
Government had been defeated by 112 votes to 116 at the Report 
Stage of the Employment Bill in the House of Lords on an amend
ment put down by the Liberal Party and the Social Democratic 
Party (SDP) to require every company employing more than 
200 people to publish in its annual report a statement of the action on 
employee participation taken during the year. Three Government 
supporters had voted for the amendment, and one had abstained. 
The defeat was symptomatic of the serious political situation 
developing in the House of Lords, where the Liberal/SDP Alliance 
now commanded the support of almost as many active Peers as the 
Labour Party. 

THE PRIME MINISTER, summing up a short discussion, said that 
support within the Conservative Party for some form of worker 
participation continued to increase. The Cabinet agreed that it 
would be unfortunate if the Government allowed the Liberal/SDP 
Alliance to assume the initiative in this area, although they recog
nised that there were sound technical reasons why participation 
provisions had not been included in the Employment Bill as introduced, 
The amendment as paseed was seriously defective, and urgent 
consideration should be given to putting it into a satisfactory form 
by means of a Government amendment at Third Reading in the House 
of Lords after the Summer Adjournment. Further consultation 
would, however, be required with the Confederation of British 
Industry and the Institute of Directors before a final decision could 
be taken. The Secretary of State for Employment should arrange 
this immediately, in consultation with the Lord Privy Seal and the 
Secretary of State for Trade, and should report the outcome with a 
recommendation on the best way of giving a positive response on the 
issues raised by the amendment. 

The Cabinet -

Invited the Secretary of State for Employment, in 
consultation with the Lord Privy Seal and the Secretary 
of State for Trade, to consult the Confederation of 
British Industry and the Institute of Directors on the 
possible response to the amendment to the Employment 
Bill on employee participation carried in the House of 
Lords , and to report, as indicated in the Prime Minister's 
summing up of their discussion. 
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I  F AIR S 2 . THE MINISTER OF S T A T E , FOREIGN AND COMMONWEALTH 
OFFICE said that the situation in the Lebanon remained full of 
uncertainty and danger. King Hussein of Jordan, the Egyptian and 

etano  Syrian Foreign Ministers and the American negotiator, Mr Habib, had n

^ all been in London recently. Mr Habib was hopeful that he had solved 
t n  e k er eviou8 y problem of where the Palestinian Liberation Organisation (PLO) 

c  

e f e r e n c e ; forces now in West Beirut should go - ie to Syria, Jordan, Egypt and 
r> ^  ) 39th Iraq. But there was no certainty that the P L O would agree to go to the 
j^nchi8i  slots allocated to them: and Egypt was stressing that it would only take ons

sn ute 2 '  * t  share if the United States Government was prepared to address the 
question of the future of Palestine. Meanwhile misery was increasing 
for the population in West Beirut where it was estimated that 90 per cent 
of the casualties were among Lebanese civilians. The next week or so 
would show whether Mr Habib's mediation efforts stood any chance of 
success. 

hi discussion it was pointed out that, even if the 9, 000 P L O combatants 
withdrew from the Lebanon, they would be leaving between 25 and 30, 000 
dependents behind. King Hussein of Jordan was very concerned at the 
Prospects of large numbers of the PLO going to Syria: they would come 
under extremist influence and be liable to attack Israel across 
Jordanian territory, thus exposing Jordan to Israeli reprisals. He was 
also worried about the efforts being made to persuade Arab settlers to 
leave the West Bank. This could presage an Israeli move to step up 
West Bank settlement with a view to annexation on the basis of "self
determination". In this connection it was significant that the new right 
wmg Minister just appointed to the Israeli Cabinet to enhance Mr Begin's 
parliamentary majority was strongly in favour of increased Israeli 
settlement on the West Bank. 

THE PRIME MINISTER, summing up the discussion, said that the 
Prospects were depressing. Once established in Syria the PLO 
leadership was likely to become more extreme and to revert to a policy 
of international terrorism. It was likely that Israel would sooner or 
later seek to annex the West Bank. The United States Government 
seemed to have no clear view of the future beyond the immediate 
Problem of getting the PLO out of West Beirut. There was no opening 
a t present for action by the United Kingdom. 

The Cabinet 

1. Took note. 
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THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH 

r eviou8 OFFICE said that Iraq had now held Basra against two Iranian attacks: 


ae*erenCe.  third major attack appeared to be in preparation. If Basra fell, the 
^(82) 3 ^ impact down the Gulf would be serious: but Her Majesty's 
J^hijiQug Representatives in the Gulf States had reported that the Governments 

l t l ute 2 *	 concerned were showing greater steadiness than expected. If the 
Iranians failed to take Basra, they might be inclined to look more 
favourably at the terms on offer for a peaceful settlement: there were 
already some signs of a division of opinion in Tehran. Everything 
would turn on whether Iraq was successful in holding Basra, Mean
while casualties on both sides, although the figures were possibly 
exaggerated, were very heavy. 

THE PRIME MINISTER, summing up a short discussion, noted that the 
Iraqi economy was continuing to operate reasonably satisfactorily in 
spite of the war, although it was largely dependent on borrowed money 
from Saudi Arabia and the Gulf: there appeared to be no immediate 
threat to Iraqi contracts with British f irms . The strength and 
effectiveness of Iraqi resistance once the Iraqis were fighting on their 
own soil had been encouraging. If maintained it should begin to have 
an impact on morale in Tehran. 

The Cabinet 

2 . Took note. 

^ l t a r 

j> THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE 
! l

l ' e v i 0 U 8 s a i  d  L o r d B e l s t e a d , Minister of State, Foreign and Commonwealth 
cjf** e *c . Office, had visited Gibraltar the previous week. The visit had gone e 

C ) 3 5 th o f  f <l u ietly, despite earlier warnings that it might be marked by violent 
C ^ c m  s incidents organised from Spain. He had found the economic situation 

n u t  e 3 ' worrying. The prospects for a successful commercial venture in the 
dockyard appeared reasonable if union co-operation could be obtained: 
hut the unions were inclined to be obstructive. Some naval repair 
work would also be needed to get the project launched: the Foreign 
and Commonwealth Office were in touch with the Ministry of Defence 
about this. Meanwhile the Gibraltar Government had made it clear 
that they would be seeking further aid from the United Kingdom of 
between £ 1 2 million and £ 2 0 million. 

The Cabinet 

3 . Took note. 
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THE MINISTER OF S T A T E , FOREIGN AND COMMONWEALTH OFFICE 
said that a small Special Air Services (SAS) team was in Zimbabwe to 
help with the hunt for the kidnappers of the six tourists. Their present 
instructions were to act only in an advisory capacity and not to take a 
direct part in operations. 

THE PRIME MINISTER, summing up a short discussion, said that it 
would be desirable to be able to say publicly that the SAS team's 
usefulness had been seriously prejudiced by the publicity which it had 
received, despite the Government's intention that its despatch to 
Zimbabwe should be kept secret. The policy of not revealing the 
whereabouts of SAS units should be maintained. 

The Cabinet 

4 . Took note. 

Hentirw 
THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that 
his Department were receiving indications that the Argentine authorities 
wanted to resume meat exports to the United Kingdom and were asking 
when British veterinary officers would be returning to Argentina to 
resume their inspectorial duties there. It would be helpful to have 
guidance on how to respond to these Argentine overtures. 

THE PRIME MINISTER said that the Government's aim was to restore 
relations with Argentina step by step and on a reciprocal basis . The 
United Kingdom had lifted the 12 mile limit on Argentine shipping and 
ended the Total Exclusion Zone as well as returning all Argentine 
prisoners. So far Argentine had given nothing in return: the 
responses coming out of Buenos Aires were hostile and confused. 
The possibility of a surprise Argentine attack on a British ship by way 
of revenge could still not be ruled out. The next immediate step 
would be to secure a reciprocal lifting of economic and financial 
sanctions: the resumption of Argentine meat exports might perhaps 
he considered after that. 

The Cabinet 

5. Invited the Foreign and Commonwealth Secretary, 
in consultation with the Chancellor of the Exchequer, 
to keep the Minister of Agriculture, Fisheries and Food 
informed of progress in the negotiations to reach agreement 
with Argentina on a reciprocal lifting of economic and 
financial sanctions. 
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3 *  T H E MINISTER OF STATE, FOREIGN AND COMMONWEALTH 
OFFICE said that the Sub-Committee on European Questions of the 
Defence and Overseas Policy Committee had met on 27 July under the 

 chairmanship of the Foreign ard Commonwealth Secretary to consider 
f f i  i  i   the treatment for public expenditure purposes of 

 receipts from the Regional and Social Funds. The existing rules made 
it difficult to get the maximum receipts from these Funds. The Sub-
Committee had therefore agreed that four modest changes in the rules 
should be made. They had been designed to avoid damage to the control 
of public expenditure programmes and they applied only to receipts from 
the Regional and Social Funds. No change would be made in the policy 
of allowing no additionality in the case of the supplementary measures 
scheme. 

a  r e p o r t  b y  0 c a s  o n

THE SECRETARY OF STATE FOR INDUSTRY said that the Minister 
 for Trade had attended a special meeting of the Council of Ministers on 

2 4 J u l  a n d  h a d  w i t h  g r e a ty  difficulty secured Community acquiescence 
 in the conclusion of a bilateral deal between the United Kingdom and the 
 United States before the legal deadline expired at midnight. At the 

 last moment, however, the United States authorities declared that they 
were not prepared to do a bilateral deal. Despite a personal inter
vention by the Minister for Trade the United States authorities could not 
be persuaded to change their mind. 

Officials in Brussels were now discussing the terms of the Commission's 
mandate for the negotiation of a global agreement with the United States. 
The main problem was that the Germans, who were not subject to 
countervailing duties, were resisting making any contribution to the cut 
in the Community's market share. 

I n discussion it was pointed out that some evidence suggested that the 
United States authorities had never at any time been prepared to enter 
into a bilateral deal because they could resolve their problems with the 
United States industry only by coming to an agreement with the whole 
Community which dealt with all the outstanding issues. The British 
Steel Corporation were taking steps to challenge the duties in the 
American courts. There was a good case to be made that the counter
vailing duties imposed on British exports were excessive; but, even if 
British Steel won their action, it was unlikely that they could secure a 
sufficiently large cut in the duties to make the trade commercially 
viable. One good point about the American administration's policy was 
mat they were trying to settle the whole steel problem - not just the 
countervailing duty cases but the anti-dumping cases as well. 
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THE SECRETARY OF STATE FOR E M P L O Y M E N T said that, if the 
United Kingdom were to comply with the recent judgment of the 
European Court on equal pay, legislation would be needed in the next 
Session of Parliament. 

The Cabinet -

Took note. 

F A I R  S  4 * THE HOME SECRETARY said that, at a meeting the previous 
day, the local authority representatives oh the Official Side of the 

p Police Negotiating Board had asked for an asdurance that, if they made 
C e Pay a  P a y o f f  e  r to the Police Federation in line with the principles of the 

Edmund-Davies Report, it would be taken into account in all respects 
for block grant purposes in both 1982-83 and 1983-84, and in 
particular that no authority should suffer penalty in any way because it 
had observed the police pay award. After discussion with the Chief 
Secretary, Treasury he had given an undertaking of the kind requested 
on the treatment of police pay in 1982-83, but had refused to give any 
commitment about action in 1983-84, since to have done so would have 
seriously undermined the position of the Secretary of State for the 
Environment on local authority expenditure generally as set out in his 
statement of 27 July. On this basis, the Official Side had not been 
prepared to begin negotiations with the Staff Side. It was important 
that the Government should not appear to go back on its undertakings to 
the police; the sums involved were comparatively small in the context 
of local authority expenditure generally. He was seeing the chairman 
of the Official Side that afternoon, and he hoped that the Official Side 
would agree to negotiate on 5 August; failing that, the next opportunity 
for a negotiated settlement would come in September, although he had, 
and could if necessary use, powers to impose a settlement as a last 
resort. The Police Federation had reacted sharply to the failure of 
the Official Side to begin negotiations, and would be dismayed by a further 
Postponement. They were in any case bound to take a militant attitude 
towards the increase in police pension contributions being proposed by 
the Official Side. He had taken great care throughout the current 
Negotiations to avoid any commitment which could prejudice the current 
National Health Service (NHS) negotiations. 

^ * S e  r v i  C  e

 T ^ E S E C R  - E T A R  Y OF STATE FOR SOCIAL SERVICES said that the 
j^ e y  iou s

 u nions concerned were planning a further five days of industrial action 
c  

e f e  r e i i C e  .  l n  ̂  e  ̂  i i  S beginning on 9 August. The outcome of the ballot being 
C  ° r ganised by the Royal College of Nursing would be known on 26 August, 
j v l  ° t l c  l u S i 0  n  f U t  h e  w a s already making it clear that the result could not affect the 

l l l u  te 4  8 |  a c t that the Government had nothing further to offer. He was making 
u s e of advertisements in the nursing and the national Press to ensure 

at the Government's present offer was fully understood. Meanwhile, 
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the General Secretary of the Confederation of Health Service Employees 
had suggested that his union might abandon the guidelines set by the 
Trades Union Congress (TUC) on industrial action in the NHS. 
Mr Spanswick had been attacked by both the National Union of Public 
Employees and the TUC, and there were signs that his position had been 
weakened by the relative ineffectiveness of the industrial action sc far 
taken. 

C ( 8 2 > 39th 

THE SECRETARY OF STATE FOR INDUSTRY said that after long 
negotiations, in the course of which the Government had improved their 
offer of assistance and British Shipbuilders and their suppliers had 
dropped their price, Cunard had agreed to place an order for the 
replacement of the Atlantic Conveyor with a British shipyard at a cost 
somewhat above the Korean tender. It was extremely important that 
there should be no public disclosure of the figures involved. The Prime 
Minister and he had seen the unions concerned, who had given very firm 
commitments to ensure that the vessel was delivered on time. 

e r r i .e THE SECRETARY OF STATE FOR TRANSPORT said that the industrial 
action by the National Union of Seamen at Harwich in protest against 
Sealink's proposals to reduce manpower and improve productivity was 
spreading to other ports, with the calculated object of causing the 
maximum possible disruption to cross-channel ferries during the holiday 
season. There was no doubt that Sealink was grossly overmanned and 
that its rates of pay were far too high, and the prospects of an earjy 
settlement were poor. 

ct 

3 7 t h 

THE SECRETARY OF STATE FOR TRADE said that John Brown Ltd were 
still trying to salvage part of the Siberian pipeline contract in a way 
which would not antagonise the United States Administration and risk the 
loss of access to the American technology on which the company was 
heavily dependent. They had sent a team to Moscow to try to negotiate 
the delivery of the first six turbines in return for being released from 
their commitment to deliver a further 15 . He had taken power W order 
four weeks previously to issue directions to John Brown and the other 
companies involved, and any such directions would provide the 
companies with a defence against any enforcement action taken by the 
United States, but it would not be appropriate for him to issue directions 
while the Moscow negotiations were in progress . Unless John Brown s 
negotiations in Moscow were successful or the Foreign and 
Commonwealth Secretary's current discussions in Washington resulted 
in a significant change in the attitude of the United States towards the 
contract, his present intention was to issue appropriate directions on 
Monday 2 August. 
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THE SECRETARY OF STATE FOR INDUSTRY said that some of the 
Press reports about the postponement by the Nissan Company of a 
decision whether to establish a factory in the United Kingdom had been 
misleading. Although the Japanese unions and some of the more 
traditionalist members of the Nissan Board, including the Chairman, 
were opposed to setting up overseas plants, the Company representa
tives whom he had seen earlier in the week had made it clear that they 
were still strongly in favour of a United Kingdom project, and were 
fully aware of the danger of action eventually being taken to curb the 
growth in the import of Japanese cars into Western Europe. He had 
emphasised that the company did not have an unlimited amount of time 
in which to reach a decision. 

The Cabinet -

Took note. 
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5. THE PRIME MINISTER asked that every Minister in charge 
of a Department should ensure that throughout the recess a "duty" 
Minister was available at all times to deal with urgent business and 
to appear as necessary to represent the Government's point of 
view on television and radio. The issue of statements to the Press 
during the recess should be co-ordinated with the Chief Press 
Secretary, 10 Downing Street. 

The Cabinet -

Took note. 

6. THE PRIME MINISTER asked every Minister in charge of a 
^ R A M M E S Department to arrange for the preparation of a report on a 

"forward look" at the Department's programmes for the next five 
years. The reports should be sent to her, to reach her not later 
than Friday, 24 December 1982. 

The Cabinet -

Took note. 

? " E  S E C R E T A R Y  O F^ C E M E N T S  ™  STATE FOR THE HOME 
l b DEPARTMENT said that he was speaking for the whole Cabinet in 

expressing admiration and gratitude for the Prime Minister's 
leadership and determination during the last year, and in wishing her 
a happy and restful holiday. 

THE PRIME MINISTER, thanking the Home Secretary and her 
colleagues, said that it had been a testing year for Her Majesty's 
Government, in which they had confronted challenges of a kind which 
could not have been expected. The Government, with the support of 
their party in Parliament, had faced these challenges with 
resolution and success. She wished her colleagues well for a 
holiday in which they could renew their vigour to meet whatever 
challenges the ensuing year might bring. 

The Cabinet -

Took note that their next meeting was due to be held 
on Thursday 9 September 1982. 

Cabinet Office 

2 9 July 1982 
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1. THE FOREIGN AND COMMONWEALTH SECRETARY said that 
the new initiative by the President of the United States had radically 
changed the scene in the Middle East and had brought the position of the 
United States Government much closer to that of the United Kingdom and 
her European allies. It took full account of the need to guarantee 
Israel's security but also of the Palestinians' rights. It was an 
important step forward to which the United Kingdom was giving full 
support. The Israeli Prime Minister, Mr Begin, was predictably 
opposed to it, but opinion in Israel was divided and many influential 
Israelis believed that it was a move in the right direction. The summit 
meeting of Arab Heads of State at Fez had meanwhile produced a plan of 
their own. Full details were not yet available. In the Lebanon 
tension remained high. It remained the United States Government's 
objective to obtain the withdrawal of all foreign forces from the country. 
It appeared that Israel was ready to withdraw her forces, provided that 
Syria did the same: at the moment there were still 35, 000 Syrian troops 
in the Bekaa Valley. In due course there would have to be a major 
reconstruction programme for the Lebanon. International help would be 
needed, and Western countries would be looked to for a significant 
contribution. 

The Cabinet 

1. Took note. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
dispute between the United States and certain European 
over the Siberian gas pipeline had got worse. He had « P £ ™  ? 
European position"* United States Secretary of  ^ ^ ^ ^ B 

the end of July, and had stressed that the right way for the  S t 

to proceed would have been after reaching agreement ^ " ^ ^ 
* l i e s . Since then he had been trying to promote a ™ ^ J f *  ̂  t o 

Mr Shultz and the four European Foreign Ministers cone,rned in ord 
try to find a solution. The Governments of the Federal Republic of 
Germany and Italy were strongly in favour of such a meeting and 

a r tMr Shultz had been willing to come to Europe to take  P « 
Unfortunately however the French Government. a l t h o U f ^ X t h e near 
meeting in principle, were preventing it from taking place 
W e . " / h a d b e V c l e a r from a recentmeet in ,  o f * n 

the four European countries concerned that the Frencn w w « 
issue; but they were not to be moved from their position ^which 

appeared to derive from President Mitterrand himself.  ™ " ?V 
consequently no prospect now of a meeting of the five Foreign Ministers 
until they were in New York for the United Nations General Assembly 
l a t e r in September. Meanwhile President Reagan appeared equally 
determined to obstruct construction of the pipeline. 
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the American measures primarily as a means of bringing pressure to 
bear on the Soviet Union over Poland; but other members of his 
Administration put more stress on the need to constrain the Soviet 
economy as an end in itself. The Soviet ship at present loading the 
turbines manufactured by John Brown Engineering (JBE) would sail 
from the Clyde later that day, and United States retaliatory action would 
follow. Mr Shultz had given assurances that this would be minimal: it 
would nevertheless have a negative impact on relations between the 
United Kingdom and the United States. 

THE SECRETARY OF S T A T E FOR TRADE said that the United States 
denial order against JBE was expected to be in the same terms as the 
denial order against the Italian company involved, which had been more 
restricted than originally feared. In JBE's case it was likely to be • 
confined to the supply of oil and gas equipment; this, in the company s 
preliminary view, would not seriously damage the main part of their 
business. One of the French companies concerned, Dresser , had 
already started legal action in the United States against the denial 
order: JBE would consider whether to initiate legal action when the 
terms of the denial order against them were known. Meanwhile, there 
were two other British companies in respect of which it might become 
necessary to issue directives under the Protection of Trading and 
Investment Act . One was a wholly-owned subsidiary of a United States 
firm which had been instructed by the parent company in the United 
States to discontinue work on an important contract for fire-fighting 

i i r m equipment, which could involve the loss of 700 jobs. A s m a l l e x '  
in Scotland doing sub-contracting work for a French company had 20 jobs 
a t risk. It was not his intention to issue the directives until after the 
American denial order against JBE had been made so as to avoid any 
impression of provocation. It might eventually become necessary to 
issue a general direction under the Protection of Trading and Investment 
Act, but there was no need for this yet. He would be consulting JBE 
about future action. 

THE CHANCELLOR OF THE EXCHEQUER said that he and some of his 
European colleagues had discussed the matter with the United States 
Secretary of the Treasury, Mr Regan, at the recent meeting of the 
International Monetary Fund in Toronto. Mr Regan accepted respon
sibility for the United States measures, but was clearly anxious to find a 
way out of the problems these had created with the allies, and had 
emphasised that any United States action against European firms would 
be minimal. He had made it clear that any package of measures to 
tightea trade and restrict technology transfer to the Soviet Union which 
the European Governments could offer would make it easier for the 
United States Administration to meet European concerns; but the 
Package would have to be more than purely cosmetic. The French 
Finance Minister, Monsieur Delors, had seemed responsive to this idea. 
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In discussion it was pointed out that there was growing unease in 
commercial circles in the United States about the Administration's 
measures and a conviction that the President must be persuaded to 
abandon them: the Prime Minister was believed to be better placed than 
her European colleagues to do this. It seemed clear that the United 
States Administration was anxious to get itself off the hook and that 
retaliatory action against European companies would be kept to a 
minimum. Other British firms might nevertheless be at risk. 

THE PRIME MINISTER, summing up the discussion, said that it was 
regrettable that the meeting of the five Foreign Ministers which the 
Foreign and Commonwealth Secretary had been seeking to promote had 
been prevented from taking place. Efforts to arrange it should continue 
with a view to reaching agreement on a package of measures which might 
go some way to meet American concerns without damaging European 
interests. In her conversation with him on 8 September, the United 
States Defense Secretary, Mr Weinberger, had confirmed that the 
Administration were looking for a way out of the problem, and had said 
that President Reagan did not want to cause additional unemployment. 

he had suggested to Mr Weinberger that the President's concern not to 
increase unemployment in Europe might provide him with a satisfactory 
Pretext in domestic political terms for lifting the sanctions. 

The Cabinet 

2. Invited the Foreign and Commonwealth Secretary, 
in consultation with the Secretary of State for Trade, to 
maintain his efforts to achieve a solution to the problem 
acceptable both to the United States and to the 
European Governments concerned. 

H E CHANCELLOR OF THE EXCHEQUER said that the annual meetings 
r t h  e ^ternational Monetary Fund (IMF) and the International Bank for 

 instruction and Development (IBRD) in Toronto had been useful. 
r t ic ipants had discussed the state of the international economy and the 

f 

C U r r e n t threats to the international banking system. There had been no 
ency to panic but no complacency either. Satisfactory progress had 

e n made towards increasing IMF quotas. On indebtedness there were 
various anxieties. A decision on rescheduling Poland's debts was held 
ĴP pending moves by the Polish Government towards greater political 
,.  ® r a I isation. Other Eastern European countries were in serious 

1 iculties; but Hungary had now joined the IMF. Latin America was 
^ area of serious concern. In Mexico, where the exposure of the 

1 ed States banks was particularly heavy, an IMF programme was 
^"gently needed. The Bank for International Settlements and the Federal 

eserve Bank of New York had put in hand bridging arrangements, but it 
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remained to be seen whether the Mexican Government would be able to 
meet the requirements. The recent nationalisation of all private banks 
in Mexico had been unhelpful, but the Mexican Government's 
performance should improve as the date of President Lopez Portillo's 
departure from office approached. The Mexican Finance Minister was 
fully alive to the need for an IMF programme and would be seeking to 
move his Government in this direction. The Governor of the Bank of 
England was playing an active role. 

THE PRIME MINISTER, summing up the discussion, noted that existing 
contracts for British firms in Mexico were going ahead. It was 
important that great caution should be exercised over entering into any 
new contracts: the shipping contract with Mexico to which publicity had 
recently been given in the press should be investigated from this point of 
view. The Export Credits Guarantee Department should continue to 
pursue a very restrictive policy in relation to Mexico and all countries 
which were in financial difficulties. 

The Cabinet 

3. Invited the Secretary of State for Trade, in 
consultation with the Chancellor of the Exchequer, to 
examine the position in regard to the recently 
announced shipping contract and other British 
contracts with Mexico which might be at risk; and to 
review the present level of Export Credits Guarantee 
Department exposure worldwide. 

THE CHANCELLOR OF THE EXCHEQUER reported on discussions that 
had taken place in the margins of the IMF/IBRD meetings on the 
termination of financial restrictions between Argentina and the United 
Kingdom. The discussion of this subject is separately recorded. 

The Cabinet 

4. Took note. 

4 

CONFIDENTIAL 



CONFIDENTIAL 


THE SECRETARY OF STATE FOR DEFENCE recalled that the decision 
to adopt the Trident D5 missi le had envisaged the construction of a large 
new depot at Coulport on Loch Long to provide facilities for the periodic 
refurbishment of the miss i les . The depot, which would have been 
expensive to construct, would have enabled the present level^of. emp oy 
ment at Coulport to have remained at 1, 500 throughout the life of Trident. 
But the decision to opt for the D5 version of the Trident miss i le 
involved a high degree of commonality with the United States and meant 
that it would be both possible and convenient for the processing to be 
carried out at the American Trident depot at King's Bay in the United 

A g r e e r nStates rather than at a separate British depot in Scotland. f  ' 
on this had now been reached with the United States Government, and he 
would be announcing it later that day. This would lead to savings (not 
yet fully quantified) of some hundreds of millions of pounds in the defence 

n g d o  8budget, which would be available to strengthen the United f ™
conventional forces. The United Kingdom would pay for the servicing oi 
the missiles at the same rate as the United States Navy; and a range of 
buildings for specifically British use would need to be constructed at 
King's Bay at a probable cost to the United Kingdom of about 
£30 million. In presenting the agreement to the public, he would be 
careful to make it clear that the independence of the British nuclear 
deterrent would be in no way affected. Indeed, the degree of ^depen
dence would be significantly higher with Trident than with Polaris, since 
three out of the four submarines would be for most of the time in the 
operational cycle, and the missi les would remain in the submarines for 
between seven and eight years at a time. The warheads would be stored 
in Scotland. 

THE PRIME MINISTER, summing up a short discussion, said that the 
new arrangements would have the additional advantage of pre-empting 
^  e environmentalist agitation in Scotland against the construction of the 
servicing depot. In announcing the agreement it would be preferab e not 
to refer to the possibility of the consequent savings being allocated to the 
strengthening of conventional forces, since this could encourage 
opponents of the nuclear programme to argue that, without Trident, tne 
entire cost of the programme could be allocated to conventional defence. 

The Cabinet 

5. Took note. 
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2. THE FOREIGN AND COMMONWEALTH SECRETARY s a i  d t h a  t 
Community affairs should be seen against the background of recent 
political developments in the member countries. In the Netherlands 
there had been an inconclusive general election the previous day. The 
Danish Government would fall the following day, and a new Administ
ration was expected immediately thereafter. In the Federal Republic 
of Germany there was now a larger possibility of a change in the 
Federal Government coalition; the situation would be clearer after Land 
elections in Hesse on 26 September. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that he had 
started a series of bilateral meetings on the European Community 
budget problem. In these he was stressing the importance of settling 
details of the 1982 refund for the United Kingdom at the Foreign Affairs 
Council on 20-21 September. Although the United Kingdom had majority 
support for its position on 1982 refunds, including strong support from 
the Federal Republic of Germany, there were still problems to be 
resolved with some member countries. He was also urging the need 
for a satisfactory settlement for 1983 and beyond. This would not prove 
at all easy. 

THE CHANCELLOR OF T H E EXCHEQUER said that he had spoken to 
his Dutch, French and Italian colleagues asking them to draw their 
Foreign Ministers' attention to the importance of reaching agreement on 
the 1982 refunds for the United Kingdom in the Foreign Affairs Council 
of 20-21 September. He had also discussed the longer-term settlement. 
The French Finance Minister appeared to be showing greater interest in 
the ideas which the Chancellor of the Exchequer had developed in a 
speech in The Hague in 1981. He intended to pursue this subject further 
with the French and Dutch Finance Ministers. 

THE MINISTER OF AGRICULTURE. FISHERIES AND FOOD reported 
that on poultry imports, following the European Court of Justice^s 
adverse ruling on the United Kingdom's import restrictions to prevent 
the spread of Newcastle Disease, the Commission had now formally 
asked the United Kingdom to agree by 16 September to introduce new 
regulations by 20 September. He intended that the United Kingdom 
should reply with its own counter-proposals; if the Commission 
disagreed with them, he thought that the United Kingdom regulations 
ought probably to be implemented and defended, if necessary, before 
the European Court of Justice. If introduced, the regulations would 
Permit limited imports of poultry into the United Kingdom. He also 
mentioned that the French had introduced new health testing require
ments for sheepmeat to which two British consignments of lamb had 
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been subjected: these tests were delaying deliveries of lamb to the 
market, which was no doubt the purpose. 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD s p o r t e d 
^lic  8 that he had received a message from the Danish authorities to ask if the 

United Kingdom would object to a postponement of the Fishers Council 
^ v  i 0 U  a which had been due to take place on 21 September. The likely new 
!Uf *° Danish Minister of Fisheries had no previous experience of the problem e r e  

a n dCC(*2  ™>nld need time to familiarise himself with it. In the circum-
X^Z» 8 t a n c e s a postponement seemed reasonable. Nevertheless it was 
^ute 3 important to maintain thepolitical pressure on the Danes to reach a 

settlement; the Prime Mihister and the Foreign and Commonwealth 
Secretary could usefully use to this end their first contacts with the new 
Danish Administration. 

^ 
 THE SECRETARY OF S T A T E FOR INDUSTRY said that steel imports 

v i 0 U  s into the United Kingdom were rising sharply both from Community and 
S?e*«nc«. ^on-Community sources. This appeared to be a result of the United 

h

r ( 8 2 )  S t a t e 8 40th  restrictions. Although demand on the United Kingdom market 
w a sL°ncI^ion8  ^able , neither the price agreements nor the voluntary restraint 

I  V  agreements appeared to be holding. The loss of market share was e 3

having adverse consequences for the British Steel Corporation, and the 
United Kingdom would need to go back to the Commission very shortly. 
On exports to the United States, where the British Steel Corporation 
faced duties of 20 per cent, their exports were largely being replaced by 
exports from Germany, the Netherlands and Luxembourg who faced 
considerably lower duties. Thus the American anti-dumping action was 
not proving effective in improving the situation of the United States steel 
industry. The agreement which had been negotiated between the United 
States authorities and the European Commission would provide the only 
effective remedy, even although it had already been rejected by the 
American steel industry. Negotiations were continuing on a separate 
agreement on pipes and tubes which, if successful, might enable the 
United States Administration to put pressure on the United States steel 
industry to accept the earlier agreement. Even if this failed it was 
Possible that the United States Administration might eventually use 
Section 301 of their Trade Act to impose import quotas to replace the 
Present duties. A s a result of the present loss of orders the British 
Steel Corporation had already begun to lay people off, but they could 
make no significant savings unless a major works was closed. Even « 
agreement with the United States Administration was reached, there 
could still be difficulties about the share between member states of the 
Community's export quotas. The Germans, who had been larj 

CONFIDENTIAL 




CONFIDENTIAL 

responsible for the problem by W r j  » j . r i »  . ^ ^ l u l "  ' s i n c e g 

arguing that they should not bear a full share of the restr 
they had not been found at fault on price. 

THE PRIME MINISTER, summing up 

important to speed up the process of reaching acceptaoie 

The Cabinet -

Took note. 

feSSUL
 »• T H E SECRETARY OF S T A T E FOR SOCIAI. SERVICES reported 

e c u r r e nhio^ °  ? t h  t pay dispute in the National Health Service. The Cabinet's 
^aith^ d i s c u s s i o n and the conclusions reached are recorded separately. 

y D l sput

s 

K l C E R M
 4. d e r e  d a note by the Chancellor of the Exchequer T h e  C a b i n e t c o n s i  

( C < 8 2^ b l T U R  - > 30) discussing the prospects for public expenditure, taxatxon and 
borrowing over the period to 1990-91; and a note by the Secretary of the 
Cabinet (C(82) 32), to which was attached a note by Treasury officials 
setting out in more detail the prospects for public expenditure over the 
same period. They also had before them a memorandum by the 
Secretary of State for Defence (C(82) 33) about the level of defence 
expenditure. 

T b e Cabinet's discussion and conclusions reached are recorded 
separately. 

Cabinet Office 

9 September 1982 
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LIMITED CIRCULATION ANNEX 

CC(82) 41 st Conclusions, Minute 1 

Thursday* 9 September 1982 at 10 .30 am 

? "  H E C H  A N C E L L O  R OF THE EXCHEQUER reported on discussions that 
a a " t a k e n place in the margins of the International Monetary Fund/ 

International Bank for Reconstruction and Development meetings on the 
tormination of financial restrictions between Argentina and the United 

^ngdom. Argentina needed such an agreement to clear the way for a 
re-scheduling of her debts: but there had been a risk that Argentina 
r n i g h t seek to exclude British banks from any re-scheduling agreement 
or declare a default and seek to put the blame on the British financial 
restrictions. He had had no direct contacts with the Argentines in 

oronto, but the United States delegation had acted as intermediary and 
W x *h American help the Argentines had been brought to agree a 
Memorandum providing for the mutual lifting of financial restrictions, 

e effective date to be subject to confirmation by exchange of telexes 
^etween the central banks. It had not been possible, as he had hoped, 
n cover trade restrictions as well; and the Argentines had made it clear 

at air services (in which British Caledonian had an important 
lnterest) must remain outside the scope of the negotiations. The 
memorandum did, however, say that the Argentines would welcome the 
good offices of the United States in reaching an agreement on trade 
Restrictions at the appropriate time. The understanding reached on 

ancial restrictions was still precarious and it was important that it 
ould not become public knowledge prematurely, especially since the 

rgentine  p i n e  d opposed to any accommodation with the o r c e r e r n a  

U m t e d Kingdom. 

The Cabinet -

Took note. 

Cab met Office 

1 5 September 1982 
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CC(82) 41st Conclusions, Minute 3 

Thursday, 9 September 1982 at 10. 30 am 

THE SECRETARY OF STATE FOR SOCIAL SERVICES reported on the 
current pay dispute in the National Health Service (NHS). 

THE SECRETARY OF STATE FOR SOCIAL SERVICES said ^ a t industrial 
action resulting from the current pay dispute was affecting the NHS, but 
much less seriously than claims by the trade unions suggested: for 
s a m p l e , only 13 out of 270 district hospitals in England had been reduced 
to providing emergency cover only; the position was broadly 

a n dScotland and Wales , though perhaps a little worse in Northern ^  -
The trade unions therefore had some incentive to settle the dispute; and 
it would also be in the Government's interest to do so, provided that no 
concessions of substance were made. Public opinion wanted to.see the 
dispute ended; and many employers outside the NHS were apprehensxve 
the l  i k e l   effects of the sympathetic industrial action which some trade y

unions had called for Wednesday 22 September. It was, however 
essential to maintain the Government's position that no additional funds 
could be made available for NHS pay in 1982-83. This was necessary 
not only on financial grounds but also to ensure that industrial action was 
not seen, at the beginning of the new pay round, to be rewarded. The 
unions might accept this position if presentational changes were made in 
the current offers of 6 to 7 j per cent. He was therefore considering a 
rearrangement of the money available, coupled withia«.offer of talk*.on 
longer-term arrangements for determining pay in the NHS. The aim 
would be to have such arrangements in place by April 1984. The question 
of NHS pay in 1983-84 might enter into discussion; but the implications 
for other public services and the Government's strategy on pay would 
need to be carefully considered. 

THE PRIME MINISTER, summing up the discussion, said that it was 
clearly essential to maintain the position that no additional money could 
be made available for NHS pay in 1982-83. The Government s PO"ti°n 
was entirely reasonable; and she and other Ministers had foundJha:when 
it was explained, with appropriate factual material it ̂ XlTTcltl 
support. It was, however, necessary to do more to get the 
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to public opinion generally. She had therefore asked the Secretary of 
State for Social Services to prepare, and circulate to the Cabinet, a 
small number of telling factual points bearing on NHS pay, staff numbers 
and standards of service, which could be used in public debate. 
Colleagues should use this material as often as possible and should take 
every opportunity of explaining, both privately and publicly, that the 
Cabinet wholeheartedly supported the stand taken by the Secretary of 
State for Social Services. They should also make it clear that it was 
for each individual employer to decide what action to take» in respect of 
any of his employees who might take unlawful industrial action on 
22 September. 

The Cabinet 

1. Took note, with approval, of the Prime Minister's 
summing up of their discussion. 

2. Invited all Ministers to seek opportunities of 
clarifying the Government's position, both privately 
and publicly, on the lines indicated by the Prime Minister. 

Cabinet Office 

1 0 September 1982 
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LIMITED CIRCULATION ANNEX 

CC(82) 41 st Conclusions, Minute 4 

Thursday, 9 September 1982 at 10 .30 am 

g ^Uc The Cabinet considered a note by the Chancellor of the Exchequer 
pENDlTURp ^ ' 8 2  ) 30) discussing the prospects for public expenditure, taxation and 

borrowing over the period to 1990-94; and a note by the Secretary of 
the Cabinet (C(82) 32), to which was attached a note by Treasury officials 
setting out in more detail the prospects for public expenditure over the 
same period. They also had before them a memorandum by the 
Secretary of State for Defence (C(82) 33) about the level of defence 
expenditure; and a note by the Secretary of the Cabinet (C(82) 31) 
covering a memorandum by the Central Policy Review Staff on public 
expenditure. 

THE CHANCELLOR OF THE EXCHEQUER said that the Treasury papers 
efore the Cabinet projected public expenditure, taxation and borrowing 

in 1990-91 on two illustrative economic scenarios. Scenario A was 
ased on a rate of growth of the gross domestic product (GDP) averaging 

2 z Per cent a year between 1980-81 and 1 9 9 0 - 9 1 ; Scenario B was based 
°n a rate of growth of GDP of $ per cent to 1985-86, then \ per cent to 

"90-91 . Scenario A implied roughly the same rate of economic growth 
a a the average between 1945 and 1974. Bearing in mind recent 
economic experience and the effects on the world economy of drastic 

angea in oil prices, it was probably over-optimistic. It was reason
le to hope that Scenario B would prove pessimistic; but it was only 

Prudent to consider it. Under Scenario A, public expenditure would be 
a ° o u t 40 per cent of GDP in 1990-91 , a little less than the proportion in 

9-80; if tax rates were at their current level in real terms, the 
Public sector borrowing requirement (PSBR) would be about 2 per cent 
° GDP, j j u  t  i £ t i i i  room for reductions in taxation to e t t  e  o r  n o

 i n c e n t i  v e 8d T ^ r ° V  e « The figures implied by Scenario B were very 
sturbing. Public expenditure would amount to about 47 per cent of 

° P » and the PSBR to about 7 per cent. Such a high PSBR would not be 
stainable: large tax increases would be inevitable. In his view, the 

Projections suggested that public expenditure must be reduced below its 
Prospective level. He was not seeking specific reductions at this stage, 

existing policies in all areas of Government activity should be 
••exami ^ with a view to reversing the apparent secular tendency of n e  

p u He expenditure to increase both absolutely and in relation to GDP. 
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Many overseas countries had reached similar conclusions. He also 
proposed that meanwhile, to allow freedom of manoeuvre, Ministers 
should agree to make no further public commitments which would add 
significantly to expenditure beyond 1985-86, and that they should avoid 
repeating former pledges which would otherwise expire; that in 
considering the 1982 Public Expenditure Survey Ministers should have 
particular regard to the longer-term implications of their decisions, 
especially for 1985-86; and that Ministers should consider further how 
these difficult issues might best be presented to the Government's 
supporters in Parliament and to the country at large. 

In discussion, there was general agreement that the projections in the 
Treasury papers revealed a disturbing prospect. Admittedly the 
Government had made substantial progress in lifting some of the controls 
and regulations which inhibited the market economy, in bringing down 
inflation and in reducing interest rates, and there were some signs that 
productivity might be improving. Forecasts of economic growth were 
however necessarily uncertain; the expenditure figures, by contrast, 
were a fair projection of existing policies and therefore likely to come 
to pass unless those policies were changed. Experience proved that it 
was wise to use only the most modest assumptions regarding economic 
growth as a basis for planning public expenditure. It was easy enough 
to increase expenditure if economic performance turned out to be more 
favourable, but extremely difficult to disappoint public expectations 
raised by over-optimistic plans. 

The following main points were also made:

a. It was necessary to consider not only ways of reducing 
public expenditure but also ways of increasing economic growth. 
The Government should not seem to be adopting a purely 
negative stance. It was necessary to devote far greater 
attention to ways of improving the performance of British 
industry and the creation of wealth by improving incentives; 
by reducing the burden of taxation and unnecessary regulations; 
by providing better incentives for managers; and by adopting 
a strategy of backing industry, as most of our leading overseas 
competitors had. Public expenditure should be switched from 
consumption and propping up declining industries to investment 
and promoting success. On the other hand, it was argued 
strongly that, however valid these suggestions might be, reduc
tions in public expenditure were a necessary condition of 
economic success. It was idle to suggest increases in one type 
of expenditure without suggesting concrete and realistic ways of 
achieving at least offsetting reductions elsewhere. Nor would 
it be possible to reduce taxation and increase incentives, as all 
Ministers were agreed was desirable, unless public expenditure 
was reduced. Moreover, public expenditure and taxation lay 
within the Government's control; industrial performance did not. 
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b. Some members of the Cabinet argued that it was 
necessary to consider not only the structure of public expenditure 
programmes but also how the efficiency of institutions outside 
Government, in both public and private sectors, could be 
increased and how those institutions could make a greater 
contribution to economic growth. The Government should, 
for example, take a closer and more informed interest in the 
details of management in the public sector; and it should do 
what was possible to improve the management of the financial 
institutions and to encourage them to take a more constructive 
attitude to social and economic problems. 

c. Some members of the Cabinet suggested that the United 
Kingdom lagged behind its main industrial competitors in the 
degree of de facto protection available to home-based industry. 
On the other hand, it was argued that a country as dependent 
as the United Kingdom on overseas trade could not afford to 
resort to protectionism; and that overseas investment was 
often a necessary condition of being able to export (as well as 
having a moderating effect on the exchange rate). The 
Government's economic policy was bringing success; it would 
be fatal to abandon it. 

d. Much could be done to reduce the size of the public 
sector by privatisation in areas such as health care, education 
and many local authority functions. This was desirable both as 
a means of reducing taxation and as a way of increasing the 
range of choice available to people. Charities and the voluntary 
organisations should also be involved to a greater extent in the 
provision of services. Changes in the tax structure might be 
helpful in these contexts. 

o. Considerable savings could be achieved through greater 
efficiency. The Government had already done well. Civil 
Service numbers had been reduced; and this, coupled with 
strict financial disciplines and careful scrutiny of departmental 
activities, had saved some £750 million a year. If the 
political will was there, more still could be achieved in central 
government. Even larger savings could be made if a similar 
approach was adopted in the National Health Service and by local 
authorities. 

f. It was highly desirable to avoid renewing pledges as the 
Chancellor of the Exchequer advocated, but it would not in 
practise be easy: in particular, Government spokesmen would 
come under heavy pressure during an election campaign. In 
this event, the right response might be to say that pledges 
which entailed increased expenditure were irresponsible, since 
their fulfilment depended on the country's future economic 
performance. 

3 
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g. It was likely that unemployment would remain at high 
levels for many years. The Government should devise 
policies to deal with this situation. Otherwise the social 
consequences, particularly among young people, would be 
extremely serious. It would also be necessary to explain to 
public opinion what the prospects for unemployment were, and 
why. 

h. Measures to encourage initiative and enterprise were 
too often frustrated by bureaucratic caution. This year's 
Finance Bill , for example, had been widely criticised as 
frustrating measures to help small businesses by excessive fear 
of abuse through tax avoidance. Even if this criticism was 
exaggerated, the very complexity of the provisions was itself 
a deterrent to potential entrepreneurs. 

j  . Studies conducted with a view to achieving substantial 
reductions in public expenditure were bound to be politically 
sensitive. They should be carried out under the personal 
supervision of the Minister or Ministers responsible, in 
consultation with the Chancellor of the Exchequer and the Chief 
Secretary, Treasury. 

THE PRIME MINISTER, summing up the discussion, said that the 
Cabinet endorsed the analysis in C(82) 30 and the note by officials 
circulated with C(82) 32. They also agreed that there should be no 

rther public commitments which would add significantly to expenditure 
eyond 1985-86, and that Ministers should avoid repeating former 

Pledges which would otherwise expire; that in considering the 1982 
ublxc Expenditure Survey particular regard should be paid to the 

^onger-term implications of decisions, especially for 1985-86; and that 
Urther consideration should be given to how the issues might best be 

Presented to the Government's supporters in Parliament and to the 
country at large. The Chancellor of the Exchequer should bring 

rward proposals in due course on how an appropriate campaign of 
Public education might best be mounted. Al l Ministers with 

esponsibilities for public expenditure should examine their programmes 
ntically with a view to contributing to a substantial reduction in public 

expenditure in the longer term; this need not entail reductions in the 
standards of service if ways of privatising significant areas of activity 
could be found or efficiency increased. Ministers should personally 
supervise studies directed to these ends, and discuss them as 
appropriate with Treasury Ministers and other colleagues. There were 
a so potential areas of study which affected several Departments and 
m i  g h  t therefore better be conducted centrally; she would give further 
consideration  t  how such studies might best be organised. Al l o

misters should on a continuing basis consider how obstacles to a 
e r economic performance might be removed and bring forward 

Proposals accordingly. In particular, the Chancellor of the Exchequer 
should examine the criticisms that had been made of the 1982 Finance 
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Act. The Secretary of State for the Environment, in consultation with 
the other Ministers concerned, should also prepare a paper on the 
suggestions that he had made in discussion for improving management 
m the public and private sectors, for promoting the success of 
British industry and related ideas; she would consider how such a 
paper might best be considered when it was available. 

The Cabinet 

1? Took note, with approval, of the Prime Minister's 
summing up of their discussion. 

2 . Agreed: 

i. that Ministers should make no further public 
commitment which would add significantly to public 
expenditure beyond 1985-86, and should avoid repeating 
former pledges which would otherwise expire; 

i i .	 that in considering the 1982 Public Expenditure Survey 
particular regard should be paid to the longer term 
implications of decisions, especially for 1985-86; 

iii.	 to consider further how the issues of public expenditure 
in the longer term might best be presented to the 
Government's supporters in Parliament and to the country 
at large. 

3 . Invited all Ministers with responsibility for public 
expenditure to review their programmes critically with a 
view to contributing to a substantial reduction in public 
expenditure in the longer-term, to discuss their proposals 
with Treasury Ministers and other colleagues as appropriate, 
and to report. 

4 . Took note that the Prime Minister would consider 
how consideration could best be given to a paper by the 
Secretary of State for the Environment on the lines indicated 
in the Prime Minister's summing up. 

Cabinet Office 

*3 September 1982 
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1. The business previously notified to the Cabinet to be taken in 
the House of Commons during the week beginning 18 October was 
confirmed. 

2. THE PRIME MINISTER said that in her recent visit to Japan 
she had concentrated on trading issues. She had seen at first hand 
the formidable efficiency of Japanese industry and the extent to which 
it was making use of new technology. Japanese industry was applying 
technological discoveries - many of them made in Britain - which 
British industry was failing to follow up, In her contacts both with 
the Japanese Government and representatives of Japanese industry 
she had repeatedly emphasised that Japanese penetration of British 
markets - especially in particular sectors such as numerically
controlled machine tools - had reached wholly unacceptable levels: 
unless the Japanese placed more orders for capital goods overseas, 
accepted voluntary restraint agreements and were prepared to channel 
more investment overseas, they would inevitably find themselves 
confronting increased recourse by their trading partners to protection
ist measures. She believed that this message was beginning to get 
through to the Japanese. They had agreed to receive a team from the 
British machine tools industry for discussions on voluntary restraint 
arrangements in October: this should be followed up urgently. 
Meanwhile, however, Britain's reputation for strikes and industrial 
unrest continued to be a serious deterrent to Japanese investment in 
thi 8 country. 

The Cabinet 

1. Invited the Secretary of State for Industry to 
ensure that prompt action was taken in repponse to 
the Japanese agreement to receive a team from the 
British machine tools industry. 

THE PRIME MINISTER reported on her talks with the Chinese 
leadership about the future of Hong Kong. It was clear from her 
talks with them on that and other subjecte that Deng Xiaoping, together 
with Premier Zhao Ziyang and the Chairman of the Central Committee 
of the Communist Party, Hu Yaobang, constituted a triumvirate whose 
decisions were accepted by the rest of the Central Committee. But 
the possibility of trouble from Maoist elements in the Party could 
still not be completely ruled out. The Chinese had been at great 
pains to emphasise that their relationship with the Soviet Union was 
not changing. Suspicion and distrust between the two countries ran 
too deep for any real improvement in relations to appear likely in the 
foreseeable future. Chinese conditions for an improvement in 
relations with Moscow included the withdrawal of Soviet troops from 
Afghanistan; a halving of the number of Soviet troops on the 
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Soviet/Chinese border and Vietnam's withdrawal from Kampuchea. 
The Chinese seemed genuinely anxious to buy more goods from the 
United Kingdom in preference to the United States or Japan. She 
had had some discussion with the Chinese provincial authorities 
about the proposed Guangdong power station. Chinese plans for 
this had not yet crystallised, and decisions Were not likely to be 
taken soon; but their thinking seemed now to be reverting to the 
idea of a consortium involving British and French firms rather than 
British and American ones, perhaps because of American reserva
tions about supplying nuclear technology to China on grounds of non
proliferation. 

THE PRIME MINISTER said that she had had a useful meeting with 
the Prime Minister of India, Mrs Gandhi, on her way back from 
the Far East. Mrs Gandhi was not a friend of Communism but, 
for internal political reasons, had to steer a very careful course 
between Moscow and Washington. Her difficulties in governing 
India were formidable, with the Communist Party combining with 
the extreme right to try to oust her. In Moscow Mrs Gandhi had 
found an uncertain leadership: M r Brezhnev seemed no longer to 
be capable of conducting a conversation except on the basis of 
prepared statements. On commercial questions the Indians had 
indicated that they were looking for the British Steel Corporation 
to take the lead in the construction of the Orissa steel plant, and 
that this would be on the basis of a negotiated rather than a 
competitive tender. Sea King helicopters had been mentioned, but 
the Indian Government was not yet in a position to take a decision 
on the placing of an order. 

The Cabinet 

2 , Took note. 

THE MINISTER OF S T A T E , FOREIGN AND COMMONWEALTH 
OFFICE, reported that the French continued to block the efforts 
which the Foreign and Commonwealth Secretary hsd been making 
to arrange a meeting of the four European Foreign Ministers 
concerned with the United States Secretary of State, Mr Shultz, 
in the margins of the United Nations General Assembly in New York. 
The French Foreign Minister, Monsieur Cheysson, had however had 
a bilateral meeting with Mr Shultz at which the French had shown 
some signs of readiness to move towards meeting American concerns. 
For the moment efforts to resolve the dispute would be continued 
through meetings of senior officials. 
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THE SECRETARY OF STATE FOR TRADE said that John Brown 
Engineering were alarmed that the scope of the American denial 
order against them had proved to be wider than expected. It 
applied to all gas and oil related equipment and was affecting their 
overseas business in other areas. The United States Customs 
were also being obstructive. Unless a solution to the dispute 
could be reached soon through diplomatic channels and the United 
States embargo lifted, consideration would have to be given to the 
introduction of further British retaliatory measures against the 
United States. 

THE PRIME MINISTER, summing up a short discussion, said that 
the Europeans and the Americans shared a common concern for the 
unity of the Alliance; and there would be advantage in an agreed 
policy on economic relations with the Soviet Union. But in any 
disucssion of arrangements with the Americans for regulating 
trade with the Soviet Union in return for a lifting of the United States 
embargo it would be important to protect the trading interests of 
other British f irms. 

The Cabinet 

3. Took note. 

P t e v . THE MINISTER OF S T A T E , FOREIGN AND COMMONWEALTH 
H 6 f ° U  8 OFFICE, said that the Israeli Government had now agreed to a e p  

e \ n C e  :C c ( 8 2  Judicial inquiry into the recent massacres . The multinational 
h  f o r c e  w a sCofcclv! 4 0 t   deploying in Beirut, and Beirut airport was reopening 

M i n u  t

 8 l 0 n  s  . that day. The United Nations Interim. Force in Lebanon mandate 
would expire on 19 October and international discussions were in 
progress about its future. For the moment there were no indica
tions that the United Kingdom would be pressed to join an inter
national peacekeeping force in the Lebanon. The United Kingdom 
would, however, be expected to contribute to the reconstruction of 
the country, to which there had already been a British contribution 
of £3 million. 

bk
 o f  F 0 •r

O ^ ^ m r n o ^  1  1 THE MINISTER OF S T A T E , FOREIGN AND COMMONWEALTH 
C e kocum 6 a l t  h OFFICE, said that a p u b l i c a t i o n c a l l e d 

n t s "City Limits" which had appeared the previous day carried extracts 
from a number of classified documents belonging to the Foreign and 
Commonwealth Office including telegrams and Ministerial b r i e f s 
An urgent investigation would be mounted into how these documents 
bad come into unauthorised hands and legal advice was being t a k e n 
on possible ways of preventing the extracts from being given further 
publicity. The extracts so far published were embarrassing 
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rather than damaging, but it seemed likely that more material 
of the same kind might be in unauthorised hands. 

The Cabinet 

4 . Took note. 

F ? AIRS 3 . THE MINISTER OF STATE* FOREIGN AND 
COMMONWEALTH OFFICE, said that the Council had had a bad 

^ discussion about the implementation of the 2 5 May Agreement on 
j ^ c i l  0 f refunds for the United Kingdom in respect of 1982. All present, 
j e s t e r  8 except France, were clear that the 850 million ecus refund was 
;ore i  . net of United Kingdom contributions to the budget and that whatever g n A f  f

° " 2 1 S e o l j ^ arrangements the others made among themselves for financing 
PWmber  size of the United Kingdom refund. t h i 8  8 U m  8 h o u l d n o t a f f e c t

But, even though isolated, France resisted to the end, and a 
solution was not reached despite skilful chairmanship by the new 
Danish Foreign Minister. The Foreign and Commonwealth 
Secretary had subsequently raised the matter with Monsieur 
Cheysson, the French Foreign Minister. The Commission were 
helping us in our attempts to persuade the French Government to 
change their line, but there was no guarantee that they would give 
way. The source of difficulty appeared to be that Monsieur Cheysson 
bad given President Mitterrand a more favourable account of the 
25 May Agreement than the facts justified. There was still time 
for the necessary budgetary action to be taken to enable the United 
Kingdom to receive the amounts due in the first quarter of 1983, 
if an agreement could be reached at the October meeting. 

Meanwhile, the Foreign and Commonwealth Secretary and other 
Ministers in bilateral discussions were pressing our case for a 
lasting solution to the problem. The Commission had undertaken 
to make proposals so that a decision could be reached before the 
end of November. But the Danish Government was new and the 
German Government, who would succeed to the Presidency on 
1 January 1983, was in transition. The negotiations would be 
difficult and rough. 

C 

^ l e s T H  E MINISTER OF AGRICULTURE, FISHERIES AND FOOD said 
that the new Danish Government showed no signs of moving from 

6 t o u*W^*°U  8
 ^ g n position of their predecessors on the Common Fisheries 

^ ( f i r e r i C e : Policy. The Fisheries Minister, Mr Henning Grove, had given an 

C 0  n ) * l  8  t

 xnterview to the Financial Times , published on 30 September, which 

n s^Hut  ° » contained claims totally unacceptable to the United Kingdom. It 

6  W a B2  therefore highly unlikely that any solution would be reached at 
tbe Fisheries Council on 4 - 5 October. Meanwhile, the United 
Kingdom industry was becoming restive. The Government's public 
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expenditure plans included money to give them aid and the 
Minister had been hoping to offer this at the time of the settlement 
so as to sweeten its terms. If no progress towards a settlement 
could be achieved as had been hoped, it might be necessary to give 
aid to the industry in advance of a settlement. 

THE SECRETARY OF STATE FOR INDUSTRY said that there was 
an urgent need to persuade the Commission and the other member 
states to take a much tougher stand on imports of steel from third 
countries into the Community. 

THE SECRETARY OF STATE FOR TRADE said that the latest 
reports suggested that the United States Administration were 
determined to get the United States steel industry to go along 
with the agreement reached with the Community in August. 

The Cabinet -

Took note. 
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4. THE SECRETARY OF STATE FOR SOCIAL SERVICES said 
that on 16 September he had sent to the Trades Union Congress (TUC) 
Health Services Committee, the Royal College of Nursing (RCN) and 
other professional bodies, revised proposals for a pay settlement 
covering the two years up to 31 March 1984. The proposals had 
emerged from informal discussions with Mr Spanswick and Mr Jacques, 
Chairman and Secretary respectively of the TUC Health Services 
Committee, who had indicated that they were likely to be acceptable. 
They had however been rejected later the same day by the Committee, 
largely because of opposition by unions other than the main health 
service unions who were concerned about the wider implications ot a 
two year pay agreement and were keen to go ahead with the planned 
Day of Action on 22 September. Talks were still in progress with 
the RCN and the other professional bodies, but these organisations 
had only a narrow majority on the Nurses' and Midwives Whitley 
Council and it was doubtful whether they would be prepared to reacn a 
settlement separately from the trade unions. An early settlement 
of the dispute did not therefore seem likely. Further Days of Action 
would be taking place during October on a regional basis. So far, 
although waiting lists had been lengthened and many non-urgent 
operations had been cancelled, the effects of the industrial action had 
been contained and in some parts of the country hospitals were working 
normally. It was essential that all Ministers should make vigorous 
efforts to ensure that the Press and public understood how much the 
Present Government had done to increase nurses' pay, recruit more 
nurses and devote more resources to the National Health Service 
generally. Any doubts which had been raised, following leaks about 
the papers before the Cabinet at that meeting on 9 September, about 
the Government's commitment to a National Health Service would need 
to be firmly dispelled. It should be made clear that the trade unions 
were seeking to exploit public sympathy for nurses and patients lor 
wider purposes. 

The Cabinet 

1. Took note. 

 Cabinet's discussion is recorded separately. 
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a t i 0 n a lB  Coal 
T H EJ° a r d Fay  SECRETARY OF STATE FOR ENERGY said that the National 

'e8°tiaticn8 Union of Mineworkers would be balloting their members on 
28 and 29 October on the pay offer made by the National Coal Board 
(NCB) and seeking authority to take strike action. Meanwhile an 
overtime ban would be put into effect in the week beginning 4 October. 
It was for the NCB to take the lead in trying to persuade their 
workforce to accept the offer and reject strike action, and the 
Government should continue to avoid comment. 

The Cabinet 

2 . Took note. 

n eTjjĵ  "Es ON * ^   Cabinet considered a memorandum by the Secretary of 
^ State for the Home Department (C(82) 34), to which were attached 

d r a f t s  o f* N D ^ °  G A  T I O  N  The Queen's Speeches on the Prorogation of the 1981-82 
0f> 0 F  * E N I N  G Session of Parliament, and the Opening of the 1982-83 Session, 
fy- They also had before them a minute dated 23 September from the 

^MEjsj-j . Home Secretary to the Prime Minister reporting the outcome of a 
discussion about technical redundancy in the Home and Social Affairs 
Committee (H) on 20 September. 

, THE HOME SECRETARY said that the draft Speeches attached to 
C(82) 34 had been prepared by The Queen's Speeches and Future 
Legislation Committee on the basis of suggestions put forward by 
Departments. The draft Opening Speech reflected the legislative 
Programme for the 1982-83 Session approved by the Cabinet on 
*3 May, and both drafts took account of written comments made by 
the Prime Minister and other members of the Cabinet on earlier 
versions. There was no disagreement about the substance of either 
Speech, though the Cabinet would wish to consider whether the 
Presentation, particularly of the passages on economic policy and the 
Ealklands dispute, was satisfactory. 

His minute of 23 September to the Prime Minister explained the need, 
identified by H Committee, for legislation to prevent civil servants 
transferred with their jobs to the private sector or to a hived-off body 
from claiming redundancy compensation. The Committee had agreed 
that the present entitlement to compensation, which was not available 
to private sector employees transferred in analogous circumstances, 
W a s indefensible. Unless the existing arrangements were changed in 
the near future the privatisation programme would inevitably be 
slowed down or made unduly expensive. Co-operation from the Civil 
Service unions was unlikely and so the change could only be effected 
by 

means of primary legislation. H Committee had considered and 
rejected the possibility of including the appropriate measures in the 
National Heritage or Miscellaneous Financial Provisions Bills , both 
° f which had a place in next Sessions' programme. The Committee 
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had no authority to add a separate Bill to the programme for this 
purpose, or to delete one of the agreed Bills to make room for it, 
The decision was therefore a matter for the Cabinet. A new 
Technical Redundancy Bill would not itself need to be mentioned in 
the Opening Speech, but the Speech might have to be amended to fake 
account of any consequential changes in the programme. 

m discussion of the draft Prorogation Speech, the following main 
points were made:

a. The references in lines 50 - 52 to the agreement 
reached in the European Community on budget refunds 
for the United Kingdom for 1982 and to the leading role 
played by the United Kingdom in negotiations on the 
Common Agricultural Policy were inappropriate, in view 
of the unsatisfactory nature of those discussions. The 
sentence should be omitted. 

h. The Speech should contain borne indication of the 
Government's revulsion at the recent massacres which 
had occurred in the Sabra and Chatila camps in the 
Lebanon. A specific reference might, however, create 
an awkward precedent in relation to similar events in the 
future, and it would therefore be better if the reference 
to the Lebanon in lines 57 and 58 were to refer to the 
present conflict "with all its tragedies". 

oiscussion of the draft Opening Speech, the following main points 
W e  r  e made:

c. The reference to encouraging the economic develop
ment of the Falkland Islands might cause concern at the 
prospect of the Islanders' present way of life being 
radically changed. On the other hand, there had been 
complaints over the years that successive governments 
had done little to improve economic conditions in the 
Islands, and there was a general expectation that some 
action would now be taken. Some change in the economic 
and social conditions of the Islands would in any case be 
an inevitable consequence of the stationing of a garrison 
of British troops there. The present text should not be 
changed. 
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d. The Government's future policy towards the 
countries of Latin America could be dealt with during 
the Debate oh the Address , but it would give a misleading 
impression for it to feceive a specific mention in the 
Opening Speech. The sentence in lines 12 to 15 should be 
deleted. 

e. The expression of the Government's concern about 
unemployment in lines 40 and 4 l should be more closely 
integrated with the account of economic policy which 
followed. 

f. The reference to legislation to improve the 
marketing of British food and agricultural produce in 
lines 75 and 76 should follow the industrial measures 
mentioned in lines 52 to 57. 

g. The passage on Northern Ireland in lines 77 to 81 
might need some amendment in the light of developments 
before the Speech was delivered. 

THE PRIME MINISTER, summing up this part of the discussion, 
said that the Chancellor of the Exchequer should prepare a revised 
passage on economic policy for the draft Opening Speech, taking 
account of the points made in discussion. Subject to that, to the 
other points made in discussion, and to any changes which might be 
niade necessary by subsequent events, the Cabinet approved the two 
d r a f t Speeches attached to C(82) 34. The Secretary of the Cabinet 
should now prepare revised versions for her to submit to The Queen 
for approval. 

The Cabinet 

1. Invited the Chancellor of the Exchequer to prepare a 
revised passage on economic policy for inclusion in the 
draft Opening Speech, as indicated in the Prime Minister's 
summing up of their discussion. 

2 . Subject to 1, and to the other changes agreed in 
discussion, approved the draft Speeches attached to C(82) 34. 

3. Instructed the Secretary of the Cabinet to prepare 
final revisions of the draft Speeches, taking account of 
these points, for the Prime Minister to submit to The Queen. 
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THE ATTORNEY GENERAL said that the Employment Protection 
(Consolidation) Act 1978 protected the terms and conditions of 
employment of all employees. Similar safeguards had been included 
in the Acquired Rights Directive subsequently adopted by the European 
Community. Regulations under the 1978 Act had included provisions 
to prevent private sector employees from claiming compensation for 
technical redundancy of the kind described by the Home Secretary. 
The Regulations did not, however, apply to civil servants, whose 
redundancy arrangements were covered by the rules of the Principal 
Civil Service Pension Scheme. These could be changed only by 
agreement or by primary legislation. Some proposals for hiving-off 
or privatisation due to be implemented over the next two years would 
require specific legislation which could deal with the technical 
redundancy problem for the groups concerned; in other cases, the 
planned changes could only be implemented, in the absence of general 
legislation, if compensation were paid. It was clearly unacceptable 
that there should be this disparity between the treatment of different 
groups, and he was therefore in favour of early legislation to deal with 
the general difficulty. A short Bill had already been drafted to deal 
wiui the immediate problem. In the context of other privatisation 
Proposals which were due to be implemented later, it would be 
necessary at some stage to deal with the problem caused by the right 
of the civil servants concerned to index-linked pensions. 

THE PRIME MINISTER, summing up the discussion, said that the 
Cabinet agreed that early legislation was needed to correct the 
anomaly of technical redundancy compensation for civil servants. 
Measures could not be enacted in the 1983 Finance Bill, even if that 
w e r e technically possible, in time to prevent delays to the privatisa
tion programme, and none of the other Bills agreed for the 1982-83 
legislative programme would be a suitable vehicle for these 
Provisions. The Cabinet therefore agreed that a separate Bill should 
b e introduced at the beginning of the next Session for this purpose. 
They recognised that this could cause some difficulties for the 
management of the legislative programme in view of the controversial 
nature of some of the other Bills which it contained, the likely 
attitude of the Opposition, and the desirability of avoiding a spillover 
Period at the end of the Session, They agreed that no Bill should be 
deleted from the approved programme at this stage, but accepted that 
the situation might need to be reviewed as the Session progressed. 

The Cabinet 

4 . Agreed that a Bill to prevent the payment of 
compensation for technical redundancy to civil servants 
should be introduced at the beginning of the 1982-83 
Session of Parliament, and invited the Chief Secretary, 
Treasury, to bring a draft Bill for this purpose before 
Legislation Committee accordingly. 
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6. The Cabinet considered a memorandum by the Chief 
Secretary, Treasury (C(82) 35) about the public service pay factor to 
be used in drawing up public expenditure plans for 1983-84. 

THE CHIEF SECRETARY, TREASURY said that the plans for 1983-84 
published in the White Faper on the Government's Expenditure Plans 
1982-83 to 1984-85 were bassd on an inflation assumption, not 
differentiated between pay and prices, of 6 per cent. This would be 
taken to apply to pay unless a contrary decision were taken. 
6 per cent was too high: it was clearly inconsistent with the 
Government's aim of achieving lower pay settlements in the current 
pay round than in the previous one. The choice of pay factor, in his 
view, lay between 3 per cent and 4 per cent. Because of the decline 
in the rate of inflation, 4 per cent would be more generous in real 
terms than the same figure last year. 3 per cent would point more 
strongly to a reduction in the level of settlements, and would give a 
clearer signal to public expectations. It would be welcome on that 
account to the Confederation of British Industry (CBI) and others, but 
it might be too low to carry conviction, and could provoke unhelpful 
confrontation with the unions concerned. If it proved not to be tenable, 
its value as a constraining influence and as a signal would be weakened; 
the outcome might be higher settlements and expenditure than if a 
factor of 4 per cent were used. On balance, he favoured 4 per cent; 
but it would be necessary to stress that this was intended to lead to 
lower pay settlements than in the previous pay round. The factor 
should be used in the Government's expenditure plans for pay increases 
in 1983-84 for the Civil Service, Armed Forces and other public 
service groups; but the National Health Service should be left on one 
side until the current dispute was settled. He would take account of 
the factor as appropriate, programme by programme, in making his 
Proposals to the Cabinet about public expenditure. There was no need 
to make any assumption about local authority pay. The Government 
had already made announcements regarding local authority current 
expenditure and the Rate Support Grant for 1983-84 . The Government 
could say, if necessary, that the assumption was consistent with the 
announced provision for local authorities. No formal announcement 
of the pay factor should be made at this stage: it would be better to 
Present the pay factor in late November or ea -ly December as one 
among several assumptions underlying the Government's expenditure 
decisions. If the figure leaked before then, as was likely, it would be 
no bad thing. It would enable the Government to give a lead without 
appearing to throw down a gauntlet to the trade unions. 

h* discussion, the following main points were made:

a. A pay factor of 4 per cent might, in practice, lead 
to settlements of 6 to 7 per cent: the pay factor would be 
regarded as an opening bid in a negotiation, the outcome 
of which was bound to be higher. Such an outcome would 
fail to improve on the outcome for the previous pay round. 
It was necessary to give a clearer signal of the Government's 

11 
CONFIDENTIAL 



CONFIDENTIAL 

intentions by selecting a lower factor. This would 
influence public opinion, and could also be expected 
to influence the attitude of arbitrators in public service 
pay disputes. 

b. A factor of 3 per cent would be widely disregarded 
as unrealistic. It seemed possible that the aim of many 
trade unions in forthcoming pay negotiations would be to 
achieve settlements which they could represent as a 
serious defeat for the Government. They would find this 
more difficult to achieve if the factor was 4 per cent. 

c. One possibility would be to adopt a factor of 4 per cent, 
but to make it clear in public presentation that the 
Government intended the outcome of pay negotiations to be 
much closer to it than had been the case in the previous pay 
round. The fall in the rate of inflation gave ample reason 
for this. It was however open to doubt whether such a 
presentation would be effective. 

d. An alternative approach would be to adopte a factor 
of 3-| per cent. This would signal the Government's 
determination to achieve a lower level cf pay settlements; 
it would be welcome on that score to the CBI. It might be 
criticised as unrealistically precise; but pay negotiators 
often dealt in fractions of I per centf and it was reasonable 
for the Government to do likewise in drawing up its own 
expenditure plans. 

e. If it was decided to adopt a pay factor of less than 
4 per cent, it would be essential to announce it quickly. 
A main reason for the decision would be to give a signal 
to expectations at a formative stage of the pay round. 
The figure should be presented, as in the past, as an 
assumption for purposes of public expenditure planning 
and not as a pay 'norm'. 

E PRIME MINISTER, summing up the discussion, said that the 
th1 agreed that a pay factor of 3 | oer cent should be adopted for 

e Government's expenditure plans for 1983-84; it would be used to 
e t e r m i n e the provision in the plans for pay increases from due 
e ttlement dates in 1983-84 for the Civil Service, Armed Forces and 

er public service groups, apart from the National Health Service, 
' out whom a decision should be deferred. The Chief Secretary, 
reasury should take account of this decision as appropriate in 

faking his forthcoming proposals to the Cabinet about public eatpendi-
The decision should be made public by means of a Treasury 
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Press statement, to be issued during Friday, 1 October. 
Meanwhile, inquiries from the media should be answered by saying 
that the Treasury would shortly be making an announcement. The 
Chief Secretary, Treasury should circulate a draft of the Press 
statement to the Cabinet as soon as possible 

The Cabinet 

1. Took note, with approval, of the Prime 
Minister's summing up of their discussion. 

2 . Invited the Chief Secretary, Treasury to 
circulate to the Cabinet as soon as possible the 
draft of a Treasury Press statement announcing 
the Government's decision, to be issued during 
Friday, 1 October. 

Cabinet Office 

 October 1982 
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COPY NO 

CABINET 

LIMITED CIRCULATION ANNEX 

CC(82) 4fcrid Conclusions, Minute 4 

Thursday, 30 September 1982 at 10.00 am 

I N D I J  S T R  T A  T 

R  I A L A ^ A I R THE CHANCELLOR OF THE EXCHEQUER said that a number of Civil S 

H  i * Servants had taken part in the Trades Union Congress Day of Action on 
22 September in support of the National Health Service unions. Over 
a hundred of these had also been absent without authority in connection 
with the National Health Service dispute on a previous occasion and had 
been warned that future action would attract disciplinary proceedings. 
These proceedings would now be set in hand. Although disciplinary 
action by Departments would have to take account of individual c ir 
cumstances, it was desirable that cases should be handled on a 
reasonably consistent basis and consideration was being given to how 
this might best be achieved. A general notice would also be circulated 
to all civil servants drawing their attention to the fact that staff who 
committed disciplinary offences, including that of unauthorised absence, 
which were not connected with a dispute about Civil Service conditions 
of employment, would be liable to disciplinary proceedings. 

The Cabinet -

Took note. 

Cabinet Office 

1 October 1982 
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1. The Cabinet were informed of the revised business to be 
taken in the House of Commons during the following week. Subject 
to the progress of business, it was intended that both Houses should 
meet at 2. 30 pm on Thursday 28 October for the Prorogation of the 
1981-82 Session of Parliament. 

A P F A I R S 2. THE FOREIGN AND COMMONWEALTH SECRETARY, 
reporting on his recent round of visits to Middle East capitals, said 

^dle g that the United States negotiator, Mr Habib, had worked out a plan 
a s t for the withdrawal of all foreign troops from the Lebanon. 

^t 6 v iou Although the other Governments concerned favoured mutual and 
*Wer  simultaneous withdrawal, the Syrians were insisting that the e

CC(82j 41 : Israelis must withdraw first. Another problem was the 14, 000 
^onclUB. Palestinians still in the Lebanon. There was nowhere for them 

j 1 0 1 1 8 *  t o^inut  go and they would probably have to remain there. This could e

pose serious difficulties for the process of withdrawal of external 
forces. The Arab countries were still sorting themselves out in 
the aftermath of the Fez Summit. They were sending a Commission 
of the Arab League to Washington to explore President Reagan's 
peace proposals with the American Administration and would not 
be finalising their attitude to the Reagan proposals until the 
Commission had reported. Some members of the Commission 
would be coming to London on their way back from Washington: 
this would provide an opportunity for useful discussions. Although 
all the Arab countries, including Egypt, had reservations about the 
Reagan proposals, all those he had visited except Syria, regarded 
them as a basis for discussion; and all of them welcomed the role 
which the United Kingdom and other members of the European 
Community were playing. Meanwhile a struggle for the soul of 
the Palestinian Liberation Organisation was in progress in which, 
for the moment at least, the moderates - Jordan, Egypt and Saudi 
Arabia - seemed to be winning. The mood within Israel was not 
conducive to an early peace settlement, but in other respects the 
8hort- term prospects for progress in the Middle East were not 
without hope. 

T H E FOREIGN AND COMMONWEALTH SECRETARY said that he 
U 8 n a^ e ^ t p  d found no expectation either in Syria or in Egypt of an early end 

t o^C(82)n56:  the Iran/Iraq war. The general view seemed to be that either 
wNus Ayatollah Khome ini or President Sadam Hussain would have to fall 

ltlUt  2 1 X 8 ' before the war could finish. Meanwhile it looked as if the Iraqi 
forces would continue to contain the Iranians adequately. 

e
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THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
Polish Government's legislation to ban Solidarity and the ensuing dis
turbance in Poland had made it even more difficult for Western countries 
to normalise their relations with Poland. The British, American and 
French Governments had all made strong statements of condemnation. 
The United States had gone further by suspending Most Favoured Nation 
treatment for Poiahd, Although this decision had caused him some 
concern, it was probably the least the United States Government could 
have done, given President Reagan's personal commitment to l iberalis
ation in Poland. A special meeting of the North Atlantic Council was 
being convened on 20 October on British initiative to review Alliance 
policy towards Poland. The Informal visit to London by the new Federa l 
German Chancellor, Dr Kohl, on 19 October would be a valuable 
opportunity to compare notes with him on this and other problems by 
way of preparation for the more formal Anglo/German Summit meeting 
in Bonn on 28-29 October. 

The Cabinet 

1. Took note. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that there 
was continuing disagreement between the United States and her European 
allies on the handling of East /West economic relations; but at the 
informal meeting of North Atlantic Treaty Organisation Ministers m 
Canada on 2 -3 October agreement had been reached to study various 
aspects of the problem. This was an important step towards closing 
the gap which had opened up in the Alliance, and Press coverage of the 
subject since the meeting had been more positive. At the same time 
there were evident dangers. The United Kingdom and her European 
Partners must be careful not to enter into agreements which could 
hamper their own trade with the Soviet Union without securing a f i r  a 
quid pro quo from the United States in the shape of a lifting of the United 
States embargoes. The latest developments in Poland made this more 
difficult. He would be proceeding with great caution and in close 
consultation with the Secretary of State for Trade. 

In discussion the point was made that limitations on the right to export 
oil and gas technology to the Soviet Union could seriously damage the 
interests of a wide range of British f irms. Attention was also drawn 
to possible difficulties with the United States Government over exports 
°f sophisticated defence equipment to certain Middle East countries, 
where key micro-electronic components were of United States origin. 
The contracts concerned could be worth as much as £1* billion. Means 
of overcoming the difficulties were under active consideration. 
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THE PRIME MINISTER, summing up the discussion, said that 
experience had shown that the United States had not always delivered its 
side of the bargain in negotiations about restrictions on trade and credit 
for the Soviet Union. It would be important to avoid a situation in which 
the United Kingdom was committed to further restrictions without an 
equally firm commitment from the United States to l i f t the embargo and 
end its discriminatory measures against British f irms. 

The Cabinet 

2 . Took note. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
Minister of State, Foreign and Commonwealth Office, 
Mr Cranley Onslow, had just completed a very useful visit to the 
Falkland Islands on which he would be reporting to colleagues separately. 

The Cabinet 

3. Took note. 

THE HOME SECRETARY said that he had had a valuable discussion with 
the French Minister of the Interior, Monsieur Defferre, in London on 
12 October. It was clear that the French Government were deeply 
concerned at the prospect of further terrorist attacks in Paris . Recent 
events in the Middle East had given a new impetus to international 
terrorism. There was consequently a need for even greater vigilance 
in the United Kingdom, given the ease of access into the country from 
France through the Channel ports. 

The Cabinet 

4. Took note. 

THE FOREIGN AND COMMONWEALTH SECRETARY reported 
ato  l 5 0 !^ ! 0 3 - ! crisis in Denmark had obliged the Danish Prime Minister 

cancel a visit to London on 15 October. The crisis meant that Danish 
meters  w ° u l d be in a weak position to deal with the numerous 

omrnunity problems that were on the agenda for the rest of their 
Res idency . 
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J j i 8 h  THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that e r i e 8

° l i c  t h ey  cancellation of the Danish Prime Minister's visit deprived British 
Ministers of the opportunity to try to shift the Danish Government's 

j ^ v i 0 u  s position on fish. The previous day the Danish Government had pub
r e  nce : lished a list of demands for changes in the proposals for the Common 

C^8?^ 4^nd Fisheries Policy, This was presumably a pre-election manoeuvre, 
" 0 n c lu8i O r i  8

 D u  t the prospects for agreement on a policy in the near future had 
^nute 3 ' clearly not improved. 

T H Ep ^ t u r  ̂  MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that 
cUcy the French Agriculture Minister, Madame Cresson, had visited the 

Soviet Union and was reported to be negotiating an export contract for 
French grain. The negotiation of such arrangements fell within the 
competence of the Commission and, if the story proved to be true, the 
episode would have profound implications for the Community. 

^
j> THE SECRETARY OF STATE FOR INDUSTRY said that the latest 

6 v i o U  8 reports indicated that the prospects for an agreement with the United 
CCr6 t e n c e  S t a t e- s in the steel dispute might have somewhat improved. It was to be 
C0  ) 4 2 n d hoped that this was so, because the consequences of failure for the 
Minions British industry would be very serious. The main remaining problem 

n u t e 3 iay with the Germans, who were opposing an agreement on pipes and 
tubes. Vice-President Davignon, who was in charge of the negotiations 
w a s reported to be hopeful that the Germans would eventually come into 
line. The Prime Minister's meeting with the new Federal Chancellor 
°n 19 October would provide an opportunity to influence the German 
Government in this direction. There were conflicting reports about 
the f i i deadline for an agreement: it now seemed to have slipped to n a  

2 0 or 22 October. If there was no prospect of an agreement by the end 
of the week, an emergency Council of Ministers would be called for the 
f o l l o W i  week. n g

THE SECRETARY OF STATE FOR TRADE said that he was becoming 
increasingly concerned about the consequences for United Kingdom 
industry of restrictive trade practices by other countries which worked 
^ British disadvantage. One current example was the Press reports, of 
imports of cars from Spain. These imports resulted from the ^economic 
cost structure of the United Kingdom industry, but the episode had called 
attention to the grossly inequitable tariff arrangements between the two 
countries. Under the terms of an agreement made by the Community 
with Spain in 1970 and applied to the United Kingdom as a result of 
accession, we were obliged to charge only four per cent on irr 
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Spanish cars whereas Spain charged approximately 40 per cent on 
imports of United Kingdom cars - thus effectively preventing them from 
entering the market. In the past the Government's defence had been 
that the problem was transient because it would be solved by Spanish 
accession to the Community. Now the date of accession was constantly 
moving off and the Spaniards were fighting hard for a very long trans
itional period. The Secretary of State was urgently considering what 
the United Kingdom could do to protect the position of British industry 
in the new circumstances. 

The Spanish problem was only one example of a general phenomenon. 
A very similar inequity in tariff arrangements applied in the case of 
Australia, which could export cars made in Australia to the United 
Kingdom at a very low tariff while protecting its market with a high 
tariff barrier. The actions of the United States over steel and the pipe
line were further examples. In general, the Secretary of State was 
convinced that the United Kingdom's interests were firmly in the direction 
of liberal trading arrangements; but these examples all showed that 
other countries enjoyed the benefits of illiberal practices which 
discriminated against United Kingdom interests. 

THE PRIME MINISTER, summing up a short discussion, said that the 

matter should be considered urgently by the Ministerial Committee on 

Economic Strategy and an agreed line worked out for use in the Debate 

°n the Address. 


The Cabinet -

Invited the Secretary of State for Trade to circulate 
a paper recommending action to be taken to protect 
the United Kingdom industry against the discriminatory 
restrictive practices of other countries, for discussion 
at an early meeting of the Committee on Economic 
Strate gy. 

 4, THE SECRETARY OF STATE FOR SOC T AL SERVICES said that 
there had been considerable support by National Health Service (NHS) 
P r « _ l _ . - - — - • « " I J

 ^ P l o y e e s for the recent regional Days of Action, although there had 
a e x c e  ^ o n 8ft66*1 P t  and the response from workers outside the NHS 

been noticeably less than before. There were some signs of 
8 r e a t e r reluctance by NHS workers to take industrial action, but it was 
Pr °bable that the unions would continue to be able to achieve substantial 
^ S r u p t i o n in selected districts by withdrawing small numbers of staff. 

1 1 1 6 t a l k s  w e r et h e ^ ^   continuing with the Royal College of Nursing and 
 other professional bodies. It was too soon to judge whether a 

^cttlernent would be possible with them. It would be essential for the 
° V e r n m e n t to establish that these bodies would be willing and able both 

^ secure acceptance by their members and to make an agreement against 
opposition of the NHS unions. Depending on developments he hoped 

t o  
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to be able to give the Cabinet a better assessment of what might be 
feasible and desirable either the following week or the week after that. 

The Cabinet 

1. Took note. 

THE SECRETARY OF STATE FOR ENERGY said that the overtime ban 
imposed by the National Union of Mine workers (NUM) was being followed 
by its members, but only with some reluctance. Its effect might 
therefore be to reduce rather than increase support for strike action 
in the ballot on 28-29 October. Although the ban was preventing 
deliveries of coal to power stations at the weekend, the weekly rate of 
delivery was at present still in excess of consumption. The President 
of the NUM. Mr Scar gill, would be mounting a massive campaign in 
advance of the ballot to focus attention on closures and on trade union 
loyalty rather than on pay. It was essential for Ministers to continue 
to maintain the lowest possible profile, both in public and in Parliament, 
on all matters which could affect the outcome of the ballot. 

The Cabinet 

2. Took note. 

Cabinet Office 


1 4 October 1982 
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 I * The Cabinet were informed of the business to be taken in the 
House of Commons during the following week. 

THE PRIME MINISTER, summing up a short discussion, said that 
there was continuing pressure from the Opposition for an early 
statement on the Government's intentions on the disposal of Britoil, 
and, in particular, on whether it would be offered for sale at a fixed 
price or by tender. The Cabinet recognised that a final decision 
on the method of disposal could only be taken at a late stage on the 
basis of expert advice about the state of the market at the time, and 
that it would not be possible for the Secretary of State for Energy to 
say much that was new in any statement made the following week. 
In the absence of a statement, the Opposition might put down a 
Private Notice Question (PNQ) on Britoil; but, if there were a 
statement, the Opposition might use that as a pretext for a PNQ or 
a motion for an emergency debate under Standing Order No 9, with 
the intention of delaying Prorogation. On balance the Cabinet 
considered that it would be politically helpful for the Secretary of 
State for Energy to make a statement on Britoil on Wednesday, 
27 October. This should not be foreshadowed ahead of that date, 
unless the Opposition put down an earlier PNQ, in which case the 
Speaker could be told of the Secretary of State's intention to make a 
statement on 27 October. 

The Cabinet -

Invited the Secretary of State for Energy to be ready 
to make an oral Parliamentary statement on the 
disposal of Britoil on Wednesday 27 October, and to 
make arrangements with the Lord President of the 
Council and the Chief Whip accordingly. 

2 . THE FOREIGN AND COMMONWEALTH SECRETARY said 
that the United Nations General Assembly debate on the Argentine
sponsored draft resolution on the Falkland Islands was due to start 
on 2 November. The terms of the draft resolution were unacceptable, 
He had considered whether the United Kingdom should seek to have 
the draft amended but had concluded that this would be a difficult 
process to control. An intensive lobbying exercise was in progress 
to persuade friendly governments to vote against the Argentine draft 
or at least to abstain. A number of Commonwealth Governments . 
appeared to be f irmly on the British side, but the attitude of Britain s 
Community partners was unhelpful: France looked like voting for the 
Argentine draft, in which case Italy would probably follow suit. He 
had not yet given up hope of persuading France to abstain, but he was 
not optimistic. It seemed probable that the Argentine draft 
resolution would be adopted by a large majority. 

1 
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The Cabinet 

1. Took note, 

E cX^8  t
 THE FOREIGN AND COMMONWEALTH SECRETARY said that there 

h a d  b e e n a  s e r i e s  o f
a e l a U o n 8  meetings on this subject between the United 

States Government and the European Governments concerned. 
PrevioU8 Further meetings were taking place in Washington on that and the 
R e f eren  following day. The aim was to secure a sufficient measure of r

C C(82) IV* European agreement to ideas floated by the United States Secretary of 
S t a * e ,C o t l c l u8 i^  Mr Shultz, on a common Alliance approach to economic relations 

^inute  ' with the Soviet Union to enable Mr Shultz to persuade President Reagan 2

to end the measures against European firms involved in contracts con
nected with the gas pipeline from Siberia. It waa an essential British 
objective to ensure the lifting of the measure a against British firms 
before entering into any commitments in respect of Mr Shultz s approach. 
Whether agreement could be reached looked like depending largely on 
the French, who were being obstructive. President Reagan's recent 
statement to the effect that the existing sanctions against firms 
involved in pipeline contracts with the Soviet Union could be lifted if an 
equally effective set of restrictions on trade with and credit to the 
Soviet Union could be worked out suggested that United States agreement 
might not be easy to secure either. 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that 
me United States Department of Agriculture had recently warned his 
Department that the Soviet Union was taking insufficient American 
grain; that, in the interests of American farmer s, it might prove 
necessary for the United States to sell butter to the Soviet Union at a 
subsidised price; and that a further $100 million were being added to 
the $400 million already allocated to subsidising food sales to the Soviet 
Union. United States action on these lines would make nonsense of the 
current efforts by the British and Federal German Governments to 
Prevent subsidised butter sales to the Soviet Union by the European 
Community, and had a direct bearing on the pipeline problem. 

THE PRIME MINISTER, summing up the discussion, noted that the 
United States, which had been subsidising food production for many 
years, justified its decision to start subsidising food exports by 
reference to the subsidy policies pursued by the European Community. 
There were no available Third World markets for the grain surpluses 
currently being produced. It was a symptom of the strain within the 
Alliance that the arguments with which President Reagan justified the 
sale of American grain to the Soviet Union were virtually a mirror 
image of those used by the Europeans in favour of the pipeline deal. 
The primary British objective must be to secure the lifting of the 
United States measures against British firms. Mr Shultz's ideas 
appeared to represent the most promising approach. Although the 
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restrictions which the Americans were seeking on the export of oil 
and gas equipment went too wide, there were other elements in the 
Shultz approach which could, with some modifications, be adopted 
without damage to British interests. Other European countries were 
likely to have greater difficulties* 

The Cabinet 

2 . Took note. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
United Nations Security Council had voted to extend the mandate of the 
United Nations Interim Force in Lebanon for a further three months; 
this would keep open the options for the future. An Arab League 
delegation headed by King Hassan of Morocco was on its way to 
Washington and would be returning through London on about 
8 November. 

The Cabinet 

3. Took note. 

THE CHANCELLOR OF THE EXCHEQUER said that the South African 
Government wished to exercise its drawing rights with the 
International Monetary Fund. A number of African Governments was 
opposed to this. South Africa had last exercised these rights between 
l Q  7  6 and 1979. The issue was sensitive: the United Kingdom was in 
touch with its partners in the Group of 10 and the European Community 
with a view to giving South Africa low profile support while seeking to 
have the South African application deferred to the least inconvenient 
time. 

THE PRIME MINISTER, summing up a short discussion, noted that 
improper South African activities in the United Kingdom did not make 
it easier to adopt policies helpful to the South African Government. 
At the same time it was right that members of a club should be entitled 
to the benefits of membership. 

The Cabinet 

4 . Took note. 

3 
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THE PRIME MINISTER said that the new Chancellor of the Federal 
Republic of Germany, Dr Helmut Kohl, had paid a short informal 
visit to London on 19 October. This had been no more than a 
preliminary contact, which would be followed up in greater detail at 
the Anglo-German Summit in Bonn on 28-29 October. The talks had 
gone well and she had found Dr Kohl's general approach encouraging. 
He had grown in stature with his assumption of office, and had been 
surprisingly optimistic about his Party's prospects in the general 
elections due to take place in March 1983. But he would not 
necessarily prove easier to deal with than his predecessor from the 
point of view of British interests. It appeared that the new Federal 
Government were embarking on tougher measures to restore the 
German economy than would be acceptable in the United Kingdom. 
Pay and pension increases were being delayed for six months; the 
civil service pay incsease was being held to l £ per cent; and a tax to 
finance capital development was to be levied on the better-off in the 
form of a compulsory interest free loan for 3 years . The readiness 
of the Germans to respond to this more disciplined approach meant 
that the Federal Republic was likely to emerge from recession sooner 
than the United Kingdom and that the competitiveness of British industry 
would again be eroded. On Community affairs, Dr Kohl had been 
careful not to commit himself to give German agreement to the 
European Commission's proposals for resolving the dispute with the 
United States on steel; and his Government had subsequently attached 
conditions which were unacceptable to the United States and had 
necessitated an emergency meeting of the Council of Ministers of the 
Community that morning. He had also been reluctant to accept the 
need for Community action to counter Japanese penetration of 
European markets, arguing that the German motor industry had 
successfully fought off Japanese competition and regained its old 
markets. She had made it clear to Dr Kohl that the Genscher/Colombo 
Proposals could be no substitute for progress on practical issues such 
as fisheries; nor was it satisfactory that certain member countries 
should allow their vested interests to prevent the adoption of a 
common position by the Community in trade negotiations with other 
countries. The question of the Community budget had not been 
covered in detail: she would be discussing this further with Dr Kohl 
in Bonn. 

The Cabinet 

5. Took note. 
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3. THE FOREIGN AND COMMONWEALTH SECRETARY said 
that at the Council of Ministers (Foreign Affairs) on 25-26 October 
he hoped to resolve the difficulties over the implementation of the 
agreement with respect to 1982. The French were isolated, but there 
was no guarantee that they would come into line. At the informal 
meeting of Foreign Ministers the previous weekend President Thorn 
had indicated that he would make proposals in mid-November for a 
solution to the budget problem in 1983 and later. Foreign Ministers 
would thus discuss this problem for the first time in the second half 
of that month. 

THE PRIME MINISTER commented that the Community budget issue 
was proving very difficult. There were, however, two more 
meetings, including the European Council in Copenhagen at the 
beginning of December, at which the 1982 problem could be resolved in 
time to ensure that the United Kingdom received the refunds to which 
we were entitled during the financial year 1982-83 . 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD 
reported that the Council of Ministers (Agriculture) had reached 
agreement on a quota for New Zealand butter of 87, 000 tonnes plus an 
adjustment to the levies such that New Zealand lost no money by 
comparison with the previous quota of 90, 000 tonnes. The New 
Zealand government had been consulted and had asked the United 
Kingdom to agree to this proposal. They had subsequently made 
public their thanks to the United Kingdom Government for its help. 
At the end of the meeting the French had withdrawn their reserve; 
but there was still a risk that they might block the formal endorse
ment of the regulation at a later Council if no agreement had by then 
been reached on the export of butter to Russia. 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD 
reported that Ministers from the Netherlands, Germany, France and 
the United Kingdom had met in private in Luxembourg on 18 October 
and agreed to maintain very strong pressure on the Danish 
government to permit agreement to the Common Fisheries Policy at 
the Council of Ministers on 25-26 October. The meeting had also 
discussed what would happen if the Danes prevented agreement before 
tbe end of the year when the accession derogations expired. The 
four governments had agreed to co-operate in preventing anarchy in 
l Q  8 3  . One possibility was that the Council of Ministers should pass 
a regulation applying the Common Fisheries Policy now envisaged to 
nine member states but not Denmark. If the Danes vetoed that 
Proposal, the Commission might approve national measures having 
identical effect. 

The Cabinet -

Took note. 
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4 . THE SECRETARY OF STATE FOR SOCIAL SERVICES said 
that the series of regional days of action had continued. They had 
been extensively supported by National Health Service (NHS) workers, 
though to a lesser degree than on the national day of action on 
22 September. There had been relati vely little support from 
workers outside the NHS. There were signs that support for the 
dispute, even within the NHS, might be crumbling: the London 
Ambulance Service, for example, had worked normally during the 
day of action in South East England. There were divided counsels 
within the Health Services Committee of the Trades Union Congress 
which would be meeting that day; it was possible, but very far from 
certain, that they might be disposed to look more favourably on the 
proposals which the Government had previously made as a basis for 
negotiation. He had met the professional organisations representing 
the nurses and midwives earlier that week; and useful progress had 
been made. There had also now been a request for exploratory 
discussions from the organisations representing the professions 
supplementary to medicine. This meant that the Government would 
be in active discussion with bodies representing over 250 ,000 NHS 
employees. He hoped to make firm proposals to his colleagues in 
the near future about the next steps in handling the dispute. 

The Cabinet 

1. Took note. 

THE SECRETARY OF STATE FOR ENERGY recalled that the 
National Union of Mineworkers (NUM) would be holding their ballot 
on strike action on 28 and 29 October. It continued to be important 
that Ministers should, so far as possible, avoid making announce
ments which might adversely affect the outcome of that ballot: he 
was grateful for the co-operation which his colleagues had already 
shown on this matter. 

THE HOME SECRETARY said that the formula for determining 
firemen's pay was likely to result in a pay increase of the order of 
7 I per cent and this could become known on 26 October. In view 
of the possible adverse effect on the NUM ballot and other pay 
negotiations, he intended to make it known, as soon as the pay 
increase became public, that he was considering imposing an 
increase in the pension contribution paid by firemen; the attention 
o f the media would be drawn to the fact that there were close 
similarities between the firemen's pension scheme and that of the 
Police, whose contributions had recently been increased by 4 per 
cent. 

The Cabinet 

2 . Took note. 
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5 " E  P R I M EF o R M A T I O N  ™  MINISTER drew the attention of the Cabinet 

to the fact that broadcasting would shortly be starting on the new 

independent television Channel 4 and on breakfast television 

programmes on both the BBC and on Independent Television, It 


X C t  ° f N e w ision would be important that the Government should take advantage of 
e r v  i c e 8 the additional opportunities provided by these new channels to 

explain and defend* its policies and measures. Ministers in charge 
of Departments should ensure that their information services were 
prepared to take advantage of these new opportunities, and that 
Ministers and backbenchers were available as required to accept 
invitations to explain Government policies and measures on the new 
services. 

The Cabinet -

Took note. 

Cabinet Office 

22 October 1982 
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A I R ^  E N T A R Y^ F	  1. The Cabinet were informed of the business to be taken in the 
House of Commons during the following week. 

S y Lorrie 
 8 1  T H EJ^gratioa  CHIEF WHIP said that the Secretary of State for Transport 

^es intended to lay regulations providing for an increase in lorry weights on 
Thursday 4 November. Although there had been a slight weakening of 
the opposition to heavier lorries, great pressure was being exerted on 
many Members of Parliament ( MPs ) by their constituents, and there was a 
strong possibility that because of Resistance from some of their own 
supporters the Government would be unable to carry the regulations. 
Whether or not the Government would succeed in securing a majority 
during the forthcoming debate on the White Paper on changes in the 
Immigration Rules depended to a large extent on the attitude adopted by 
the minority parties. If the Government were to be defeated on both 
these issues in the period up to the Christmas Adjournment, it would 
nave a serious effect on morale on the Government side, and would mak< 
it much more difficult to manage Government business generally in the 
n e w Session. 

V  L 0 

THE SECRETARY OF S T A T E FOR TRANSPORT said that the lorry 
industry was virtually paralysed because of the long delay in reaching a 
decision on heavier lorry weights. Further delay would oe likely to 
increase the opposition. The vehicle industry had been deplorably 
ineffective in putting its case across , but it was clear from the 
Armitage Report that the introduction of heavier lorries would cause no 
serious environmental damage, and would bring considerable industrial 
benefits. The Amalgamated Union of Engineering Workers , a large 
number of whose members were employed in the vehicle construction 
industry, were putting pressure on Opposition MPs not to oppose the 
regulations, though the Transport and General Workers Union and the 
railway unions were opposed to any changes. The main opposition 
among Government supporters came from Members from Kent and the 
south western counties; he had seen both groups, and had made some 
Progress in putting across the Government's case, though the south 
western Members were still largely intransigent. Once the regulations 
were published, it would become apparent that the increase in lorry 
weights was only one item in a package which contained many items to 
control the nuisance caused by heavy vehicles, and he believed that 
support for them would increase. A debate earlier in the year had 
indicated that there was much greater understanding of the Government' 
Position in the House of Lords than in the House of Commons. 

1 
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THE HOME SECRETARY said that the British Nationality Act 1981 made 
changes in the Immigration Rules essential. The recently published 
White Paper containing the Government's proposals had been fiercely 
attacked by a group of their own supporters, in spite of the very 
effective presentation of it by the Minister of State, Home Office. It 
was, however, clear that any proposals which would satisfy this group 
would meet with equally strong Opposition from a similar number of other 
Government supporters, and would be impossible to carry in the House 
of Lords. If the Government failed to win the vote during the forth
coming debate on the White Paper, a long and damaging dispute would 
almost certainly break out within the Conservative Party, and it would 
become very difficult to secure Parliamentary authority for any new 
Immigration Rules; but the British Nationality Act made new rules 
essential. A Government victory on the White Paper would go a long way 
towards breaking the deadlock, though there were some indications that 
the Opposition might abstain in the vote on the White Paper, but vote 
against the subsequent rules implementing its proposals. 

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that when 
be announced the Government's proposals for grant penalties in 1983-84 
mr local authorities spending more than their target, there was bound to 
be strong criticism by many Conservative-controlled authorities. This 
could well result in a backbench revolt by a significant number of 
Conservative MPs . At a meeting with some members of the shire 
county authorities the previous day, there had been encouraging signs 
mat some of them would try to contain the increase in their current 
expenditure, but others had made it clear that they would use every 
means at their disposal to frustrate the Government's plans. In no 
case, however, did any of the Conservative-controlled authorities he 
nad seen appear to envisage the need to spend more than 1 per cent 
above target. 

THE SECRETARY OF S T A T E FOR EMPLOYMENT said that he was 
likely to encounter difficulties similar to those identified by the Home 
Secretary on the new Immigration Rules when he sought Parliamentary 
authority for the new code on race relations submitted to him by the 
Commission on Racial Equality. 

T H  E PRIME MINISTER, summing up the discussion, said that it was of 
me utmost importance that all Ministers should do everything possible 
to minimise unnecessary differences among the Government's own 
supporters during the remainder of the present Parliament. The 
Secretary of State for Transport should circulate to all members of the 
Cabinet a list of those Conservative Members who were thougl 
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oppose the proposed regulations on increased lorry weights, so that 
additional pressure could be put on them as opportunity offered. The 
proposed targets for local authority current expenditure were entirely 
reasonable in view of the current inflation forecast, and the Government 
had no need to contemplate concessions to local authorities who were 
building unrealistically pessimistic assumptions into their budgets for 
1983-84. There was a growing public awareness of the need for realisrr 
in local authority expenditure, and in many areas there was increasing 
evidence that councillors were not in tune with the views of the great 
majority of their ratepayers. 

The Cabinet -

Invited the Secretary of State for Transport to 
circulate to all members of the Cabinet a list of 
Conservative Members thought to be opposed to 
changes in heavy lorry weights, as indicated in the 
Prime Minister's summing up of their discussion. 

2. THE SECRETARY OF S T A T E FOR NORTHERN IRELAND said 
that the media had presented the results of the elections to the Northern 
Ireland Assembly as an outstanding success for Sinn Fein and as a 
catastrophe for the Government. Sinn Fein had indeed done slightly 

B l o c kbetter than in the 1981 local elections, when they had stood as H
candidates, but the impression given by the media was misleading. On 
the positive side, the Reverend Ian Paisley, whose influence had been 
increasing over the last few years, had lost ground. The Social 
Democratic and Labour Party (SDLP) share of the vote had held up, and 
would have been larger if they had not declared their intention of taking 
no part in the Assembly: this had led some of their supporters to vote 
for Sinn Fein. The Assembly could and would be set up. The 
Reverend Ian Paisley would co-operate in it, and so would the 

Alliance Party. The Official Unionists were the stumbling block; most 
welcomed the prospect of the Assembly, and wanted to make it work, 
but a minority element was disruptive and wanted either full integration 
with Great Britain, which would lead to a bloodbath, or simple majority 
r n le . He would make it clear to the Official Unionists that disruption 
of the Assembly would have a disastrous effect on security. Judgment 
had to be reserved on what the Assembly was likely to achieve, but it 
would represent a step forward. It was not possible to offer the SDLP 
any enticements to participate in the Assembly without causing the 
Unionists to walk out. An improvement in Anglo-Irish relations, which 
was needed before the SDLP would change its mind, could not be 
achieved while Mr Haughey was Prime Minister of the Irish Republic, 
and when Mr Haughey lost office it would take a considerable effort to 
repair the damage that had been done. In the period leading up t 
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election, the Provisional Irish Republican Army (PIRA) had stopped its 
attacks. The Irish National Liberation A r m y (INLA) had caused a 
certain amount of damage, but it had been containable. Since the 
election, the PIRA had resumed its attacks on the security forces, 
partly in order to make a demonstration before its annual conference in 
Dublin the following weekend. Three police officers had been killed the 
previous day. The Loyalists had committed retaliatory murders, 
choosing their targets at random like the INLA. Some of these murders 
had been accompanied by appalling brutality. A very difficult situation 
had developed in the prisons, where Nationalists and Loyalists were 
both taking action to achieve segregation, as part of their campaign for 
political status. The Loyalists had started a "dirty" protest, and so the 
Nationalists had had to be moved. Thus de facto segregation had 
almost been achieved. 25 per cent of prisoners in the Province were 
serving life sentences; most of them were young, and the situation was 
always tense. In general, the security forces were basically optimis
tic about the future, though there would be no lack of problems. He had 
no doubt that the Government's decision to set up the Assembly had been 
correct. Suggestions that the setting up of the Assembly had caused the 
recent violence were false and mischievous*. There had been less 
violence in Northern Ireland this year than in any year since 1969, and 
the Government's present policies offered the only hope of further 
progress. 

The Cabinet 

1. Took note. 

THE SECRETARY OF STATE FOR NORTHERN IRELAND said that the 
Receivers had been allowed maximum flexibility in order that every 
chance of saving the De Lorean car factory could be explored. After a 
fourth deadline finance had still not been forthcoming, and liquidation 
was likely to follow shortly. After Mr De Lorean had been charged with 
drug offences in the United States a number of potential buyers had 
shown interest in the company's assets, but it was unlikely that much 
could be salvaged. 

hi discussion it was noted that the Public Accounts Committee (PAC) 
seemed likely to investigate the De Lorean affair. Its Chairman, 
Mr Joel Barnett MP, had been a Minister in the Labour Administration 
which had decided to give Government support to the project. It 
seemed inappropriate that he should preside over the investigation. 
°ther members of the PAC were very concerned, as were other 
members of the former Labour Administration. 
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The Cabinet 

2. Took note. 

3. THE FOREIGN AND COMMONWEALTH SECRETARY said that 
meetings in Washington between representatives of the seven Economic 
Summit countries plus the Presidency and Commission of the European 
Community, followed by a meeting of the Foreign Ministers of the 
Community in Luxembourg, had resulted in a measure of progress. 
There would be a further meeting in Washington shortly. Departments 
concerned had been fully consulted in the formulation of the British 
representative's instructions. The Community had endorsed the 
approach advocated by the United States Secretary of State, Mr Shultz, 
and had accepted the format of the American -non-paper" whxch formed 
the basis of the current discussions. The object of these discussions 
was to reach agreement on principles and guidelines for the conduct of 
East-West economic relations and thereby to enable President Reagan 
to lift the measures he had imposed upon European f irms. Meanwhile 
the Europeans would be entering into no new commitments. 

In discussion concern was expressed that readiness to engage in the 
analys is foreseen in the American non-paper, and in particular in the 
Proposed study of the export to the Soviet Union of high technology of 
Possible strategic importance including oil and gas equipment, might be 
a first step along the road to accepting the restrictions in this area 
which the Americans were seeking; and that this could have serious 
consequences for British exporters. It could be dangerous for the 
United Kingdom to agree to a study, the outcome of which was likely 
to be unacceptable. As against this it was pointed out that it had been 
made quite clear to the Americans that British (and European) agreemen 
to undertake the proposed studies would be entirely without prejudice to 
their outcome. The American non-paper, as revised, involved no 
commitment incompatible with British trading or other interests. 
Unless the Europeans were prepared to move towards the United States 
Position to the extent reflected in the non-paper, it would be impossible 
to achieve the compromise necessary to get the Americans off their own 
nook and enable Mr Shultz to persuade President Reagan to lift 
sanctions. It was in any case doubtful whether the current discussions 
would achieve this: the French continued to be obstructive and the 
Prospects for apreement were not high. 

THE PRIME MINISTER, summing up the discussion, noted that some 
Departments felt the need for further information about the current 
discussions and their implications. In addition to the Foreign and 
Commonwealth Office, the Department of Trade and the Treasury, the 
Departments of Industry and Energy and the Ministry of Agriculture, 
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Fisheries and Food had a direct interest. It would be helpful if the 
Foreign and Commonwealth Secretary could circulate urgently a short 
note to his colleagues summarising the present position. 

The Cabinet 

1. Invited the Foreign and Commonwealth Secretary 
to circulate a note on the lines indicated by the Prime 
Minister.. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
United Nations General Assembly debate was now expected to begin on 
1 November with the vote being taken on 3 or 4 November. Intensive 
lobbying by the United Kingdom against the draft resolution inspired by 
Argentina continued. Prospects were for a reasonable number of 
abstentions but very few votes against. 

THE SECRETARY OF S T A T E FOR DEFENCE, reporting on his recent 
visit to the Falkland Islands, said that the Armed Services were doing a 
magnificent job in the face of formidable difficulties. The Royal 
Engineers had in effect built a new temporary airfield in record time 
which was capable of taking combat aircraft. A new permanent air
field with an 8, 000 ft runway would be required to take VC10 axrcraft 
and wide-bodied jets . Meanwhile air communications with the Falkland 
Islands remained hazardous and uncertain. On the ground members of 
the Services were working up to 17 hours a day in bad weather conditions 
and with poor accommodation. Morale was high and relations with the 
civilian population good. Looking to the longer term, the Falkland 
Islands could afford unique facilities for combined training by the three 
Armed Services. It would however be desirable to accommodate the 
Services away from Port Stanley as soon as this was practicable. 
Force levels were at present of the order of 4, 000 men and it was 
difficult to see how to get the numbers down. Air defence alone would 
require 1, 000 Royal Air Force personnel and the A r m y was already 
down to one battalion group. Meanwhile the problems created by the 
aftermath of war were immense, although remarkable progress was 
being made. The hundreds of Argentine dead who were scattered over 
the battlegrounds, many of them in areas which had been 
indiscriminately mined, represented a particularly urgent problem. 
Efforts made through the diplomatic channel to persuade Argentina to 
accept responsibility for the Argentine war dead had been unsuccessful. 
It would probably be necessary for the United Kingdom to arrange for 
burial on the Falkland Islands, although the establishment of Argentine 
war cemeteries there would create a focus of continuing Argentine 
interest in the Islands, which it would be preferable to avoid. 
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THE PRIME MINISTER, summing up a short discussion, said that the 
problem of the Argentine war dead must be dealt with urgently. Fresh 
efforts should be made to persuade Argentina to take back the bodies: 
world opinion could perhaps be mobilised to put pressure on the 
Argentine Government to this end. 

The Cabinet 

2, Took note. 

East 
THE FOREIGN AND COMMONWEALTH SECRETARY said that the 
meeting between President Reagan arid the Arab League Delegation 
headed by King Hassan of Morocco, which had takeri place in Washington 
on 22 October, had gone much as expected. The Delegation's visit to 
London, originally scheduled for 8 November, had been postponed to 
enable the Saudi Arabians to have prior consultations with their Gulf 
colleagues. An alternative date, 24 November, had been suggested but 
was net yet firm. 

The Cabinet 

3. Took note. 

4. THE FOREIGN AND COMMONWEALTH SECRETARY reported 
that the Council had settled the means of implementing the 25 May 
Agreement on refunds for 1982, subject to a French reserve. The 

l8t«*« negotiations had been tortuous but the outcome was satisfactory. The p . 
8) 

Council had also agreed to make a Community demarche to Argentina 
° c * o b about the resumption of commercial relations. e r 

ISu o  f liiSt E * 8 

es) 6̂ 
J c tob 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported 
that all member states except Denmark had now agreed to a Common 
Fisheries Policy which brought many advantages to the United Kingdom. 
The quotas granted to the United Kingdom were better than for many 
Years; the access provisions were better than ever before and the 
agreements on conservation and control were also very good for our 
industry. Al l three of the organisations representing the United 
Kingdom industry had accepted the agreement, but only after some 
difficult discussions. The Danish Government now had 10 days to say 
whether Denmark also could accept. It was essential to keep up 
Pressure on Denmark and Germany held the key. The Prime Mimsi 
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would no doubt be discussing the matter with Chancellor Kohl at the 
Anglo-German Summit. There was a risk that, in their anxiety to get 
the matter settled before the elections in Hamburg in December, the 
German Government would urge the United Kingdom to make further 
concessions. Such pressures had to be resisted. The support of the 
United Kingdom industry would be lost if any further concessions were 
made. 

THE SECRETARY OF S T A T E FOR SCOTLAND, agreeing, said that the 
industry's acceptance of the package had been a major achievement by 
the Minister of Agriculture, Fisheries and Food. It had been a 
difficult decision for the industry and there was no chance that they 
would agree to any further concession to Denmark now that nine member 
states had accepted the terms. 

THE SECRETARY OF STATE FOR INDUSTRY reported that an agree
ment with the United States had been achieved just before the deadline 
had expired on 21 October. There was no doubt that the British steel 
industry was much better off with an agreement than it would have been 
without one. The Foreign and Commonwealth Secretary had rightly 

e 3 	 sent a warm note of congratulations to Vice President Davignon who had 
conducted the negotiations with great skill. 

The Cabinet	 

1. Took note. 

of 

to THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported 
that there was evidence that the Commission's resistance to the proposal 
to sell butter to the Soviet Union was weakening. He considered that 
the United Kingdom should maintain its opposition even if the 
Commission	 changed its mind. After a short discussion this was 
agreed. 

The Cabinet	 

2. Agreed that the United Kingdom should continue 
its policy of opposition to any further sales of butter 
to the Soviet Union and invited the Minister of 
Agriculture, Fisheries and Food and the Foreign and 
Commonwealth Secretary to proceed accordingly. 

8 
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A  T R I A L 
5f^AlRS - THE SECRETARY OF STATE FOR SOCIAL SERVICES said that 
the trade unions in the National Health Service (NHS) were seeking a 

Clonal H mandate from their members for all-out industrial action, subject to 
e t v i C  e  p  h maintaining emergency cover. This process of consultation would take a

^isPut  V several weeks. It was possible, though not certain, that it was a device e

to buy time for the unions to decide their strategy after the national day 
Pevi0 u  s of action planned for 8 November. There was likely to be a substantia, S r e n C e . response from NHS staff on that day, though probably on a lesser scale 

t h a n  o nfC ( 8 2) 44th  previous national day of action on 22 September. He hoped 
t h a t h i sF° n c l * s io  colleagues would avoid approving pay offers or settlements in n s

te 4 ' parts of the public sector under their control which were significantly 
above the pay factor for 1983-84 of 3  | per cent. Any such offers for 
settlements would make it harder to resolve the NHS dispute. 

The Cabinet -

Took note. 

Cabinet Office 

2 8 October 1982 
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 1. THE PRIME MINISTER said that she had jus t received a 
 message from the President of the United States to the e f f e c t 

 that the United States Representative in the Urited Nations 
 would be voting for the Argentine reso lu t ion on the Falkland 
 Islands which ( in i t s amended form) was about to be discussed 

l n t h  e-  General Assembly o f the United Nations. After the 

 unstinted support which the United States Administration had 


 given to the United Kingdom in the course of the war in the 

 South A t l a n t i c , and in the l igh t o f the views which had been 
 expressed by United States publ ic opinion at that time, i t 
 would be extremely dismaying i f the United States Represen

 ta t ive were to vote in favour o f a reso lu t ion so hypoc r i t i c a l 
 and untimely as that proposed by the Argentine Government. 

D
 W o u  ^  ̂  be sending a s t rongly worded message to the 

 " res ident , urging him to reconsider his dec i s ion and to 
l n s t r u c t the United States Representative to vote against the 

 r e so lu t ion , or at leas t to abstain. 

The Cabinet -

Took note . 

 2. The Cabinet considered a memorandum by the Chief 
S e c r e t a r y , Treasury (C(82) 3 8 ) , about publ ic expenditure in 

 1983-84, 1984-85 , and 1985-86. 

lrE CHIEF SECRETARY .TREASURY, said that at the i r previous 
. l s c u s s i o n of the subject the Cabinet had agreed that the aim 

t l l e 1 9 8 2 review of publ ic expenditure should be to hold to 

 the planning t o t a l s which the Government had announced 


e a r l i   in the year: that i s , for 1983-84 and 1984-85, the e r

aggregate o f programmes plus contingency reserve in the 1982 
White Paper (Cmnd 8494) as modified by the dec i s ions 
announced in the Budget and with some minor estimating changes 
" e had been invi ted to hold b i l a t e r a l d iscuss ions with 
spending Ministers with a view to securing th is o b j e c t i v e . 
l h .ose meetings had made good progress : he was most grateful tc 
col leagues for the i r cons t ruc t ive he lp . As a r e su l t , he was 
able to recommend to the Cabinet a set of changes in expen
diture programmes, set out in Annex A to C(82) 38, which had 
°een agreed b i l a t e r a l l y with the spending Ministers concerned 
and which produced expenditure t o t a l s at or within the 
Previously published planning t o t a l s . This was the f i r s t time 
that a Government had achieved such a resul t s ince 1977. 
*he to t a l s gave scope for a number of des i rable increases in 
expenditure within cer ta in programmes, such as housing, 
ftealth, and law and order . They involved a reduction in the 
contingency reserve for 1983-84 from the f igure of £4 b i l l i o n 
a t which i t had p r o v i s i o n a l l y been set to £1.5 b i l l i o n . He 
^ t ended to keep the p rec i se f igure under review unt i l the 
^ext Public Expenditure White Paper was published, but he was 
sa t i s f i ed that £1.5 b i l l i o n would be broadly adequate. 
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Fina l ly , he had agreed with the spending Ministers concerned 
on a number o f measures which ought to be drawn to the 
at tent ion of the Cabinet. He would descr ibe these separately 

He accordingly sought the approval o f the Cabinet, subject to 
any technica l rev i s ions o f d e t a i l , f o r : 

i . the expenditure programmes set out in Annex A to 
C(82) 38; 

i i  . the external financing l imi ts for the nat ional ised 
industr ies set out in Annex B to C(82) 38; these had 
been agreed with sponsoring Ministers and were 
approximately at the basel ine in 1983-84, £250 mi l l ion 
above i t
1985-86;

 in 1984-85, and
 and 

 £370 mi l l i on below i t in 

i i i  .
1984

 the
 set

 f igures for C i v i l Service manpower at 1 Apri l 
 out in Annex C to C(82) 38; most o f these had 

been agreed b i l a t e r a l l y with the Minister respons ib le ; 
in t o t a l they were jus t below the Government's target o f 
6 3 0 , 0 0 0 . 

The Cabinet 's dec i s ions should be announced as part of the 
Autumn Statement by the Chancellor of the Exchequer. This 
would, as in the previous year , contain b r i e f descr ip t ions o f 
the changes to programmes, together with a summary, for 
1983-84 on ly , o f the revised programme and planning t o t a l s 
and such other s t a t i s t i c a l information as could be provided 
in the time ava i l ab l e . Full de ta i l s of the revised 
Programmes for a l l years would be provided in the Public 
Expenditure White Paper, which he hoped to publish at the 
end o f January or ear ly in February 1983. 

THE PRIME MINISTER, summing up this part o f the d i scuss ion , 
said that the Cabinet congratulated the Chief Secretary, 
Treasury, on his successful conduct of the Public Expenditure 
Survey, and endorsed the proposals in C(82) 38. The 
dec is ions should be announced in the Autumn Statement on the 
l ines proposed. Until then, press b r ie f ing would say only 
that the Cabinet had completed th i s yea r ' s d iscuss ions o f 
Public expenditure and that the resul t s would be announced at 
the appropriate time by the Chancellor of the Exchequer. 

The Cabinet 

1. Took no te , with approval, of the Prime 
Min is te r ' s summing up of the i r d i scuss ion . 

2. Approved the proposals in C(82) 38. 

2 
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 P
 Cabinet then discussed cer ta in measures a f fec t ing 

a r t i c u l a r publ ic expenditure programmes in 1983-84 and 
 la ter years . Their d iscuss ion and the conclusions reached 

a r  © recorded separate ly . 

3. THE SECRETARY OF STATE FOR ENERGY said that the resul t 
 ° f the miners' b a l l o t , which had jus t been published, 

 showed a majority of 61 per cent to 39 per cent against 
 s t r ike ac t ion ; th is would be regarded as in e f f e c t a vote in 

 favour o f accepting the pay o f f e r made by the National Coal 
B °a rd (NCB). This would be seen as a humiliating defeat for 

 the President of the National Union of Mineworkers, 
M r S c a r g i l l . He would congratulate the Chairman of the NCB, 
M r S i d d a l l , on his s k i l f u l presentat ion of the NCB's case . 
l 1 " w o u l c  * be important to make i t c l e a r , in the context of 

 other pay nego t i a t ions , that the NCB o f f e r , while composed 
 of an increase o f 7 . 2 per cent on base rates and £1.50 a 

week in p roduc t iv i ty incen t ives , was expected to involve an 
mcrease of only 6.4 per cent on average earnings. 

The Cabinet-

Took note . 

4. THE HOME SECRETARY said that on the previous day the 
Metropolitan Po l i ce had been c a l l e d upon to maintain publ ic 
order in Brixton in order to permit the demoli t ion of three 
d e r e l i c t houses which had been i l l e g a l l y occupied. The 
s i tua t ion had been quiet during the dayl ight hours but there 
were disturbances af ter dark. The p o l i c e had then put in to 
operation new t a c t i c s which had been prepared for use m 
such s i tua t ions throughout the country and, as the press had 
acknowledged, the s t ree ts had been c leared quickly and 
e f f e c t i v e l y . 

The Cabinet -

Took note . 

Cabinet Off ice 
2 November 1982 
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LIMITED CIRCULATION ANNEX 

CC(82) 46th Conclusions, Minute 2 


Tuesday 2 November 1982 at 10.30 am 


The Cabinet discussed cer ta in measures a f fec t ing par t icu la r 
publ ic expenditure programmes in 1983-84 and la te r years . 

THE CHIEF SECRETARY, TREASURY said that in b i l a t e r a l d i s 
cussions he had agreed with spending Ministers a small 
number o f p o l i t i c a l l y important items which he wished to 
draw to the a t tent ion o f the Cabinet. These were: 

i . Local Authority Housing 

The Secretary o f State for the Environment had i n i t i a l l y 
favoured an average increase in counc i l house rents o f 
£1.50 (11 per cent) per dwelling per week, but now 
favoured an average increase o f 85p (6 per c e n t ) . An 
increase o f rents by the higher amount would have made 
i t pos s ib l e to afford some £75 mi l l ion additonal cap i t a l 
expenditure within the planning t o t a l ; but i t was 
impossible to force l o c a l au thor i t ies to increase rents 
by a par t icu la r amount, the f igure now proposed was 
reasonably cons is tent with the general l eve l s o f wage 
and p r ice i n f l a t i o n , and i t would probably be accepted 
by most l o c a l au tho r i t i e s . 

i i  . Socia l Securi ty 

The uprating of s o c i a l secur i ty benef i t s in November 
1982 would be based on a f o r e c a s t , made at the time o f 
the 1982 Budget, of an increase in prices"during the 
previous 12 months of 9 per cent . It now seemed l i k e l y 
that the increase would be between 6.1 and 6.5 per cent . 
There was a cogent case for recovering the resul t ing 
exces s , jus t as the Government had previous ly made good 
s h o r t f a l l s : otherwise, there would be a ' ra tchet e f f e c t ' 
whereby bene f i c i a r i e s could never do worse than the rate 
of i n f l a t i on but would sometimes do be t t e r , as a resul t 
of forecas t ing errors rather than of conscious p o l i c y 
d e c i s i o n s . He had accordingly agreed with the Secretary 
of State for Socia l Services that the uprating in 
November 1983 should be abated by an amount to, be decided 
at the time of the Budget but in any case by no more than 
2Jper cent. An abatement o f the increase by 2i per cent 
would save £250 mi l l i on in 1983-84 and over £700million 
in a fu l l year. The abatement was l i k e l y to encounter 
d i f f i c u l t i e s in both Parliament and the country: i t might 
well be hard to secure the passage of the necessary 
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primary l e g i s l a t i o n . Opposition to the abatement 
might be reduced i f the s i ze of the abatement was less 
than the f u l l 2J per cen t , or i f some of the savings 
were devoted to making a number of improvements in 
s o c i a l secur i ty bene f i t s , or by a combination of the 
two. He had agreed with the Secretary of State for 
Socia l Services on f igures of net savings of 
£180 mi l l ion in 1983-84, £530 mi l l i on in 1984-85, and 
£600 mi l l i on in 1985-86; these f igures were subsumed 
in the proposals in Annex A to C(82) 38. The amount 
of the abatement and the nature of any o f f s e t t i ng 
improvements in benef i t s would be decided and 
announced at the time of the 1983 Budget: i t would be 
much eas ie r to present them in the context of other 
measures a f fec t ing the f inancialposi t ionof beneficiaries. 

i i i  . Student Grants 

Exist ing expenditure plans made provis ion for the bas ic 
student grant to r i s e by 6 per cent in the fo l lowing 
autumn. The Secretary of State for Education and 
Science proposed to reduce th is to 5 per cen t ; to 
eliminate the minimum maintenance award (current ly 
£410) payable to those with parents earning more than 
£20,000 a year; and to reduce the amount set aside for 
extra t ravel c o s t s . These measures would save 
£15 m i l l i o n . The money would be used to index parental 
cont r ibut ion sca les in l ine with earnings (at a cos t 
o f £5 mi l l i on ) and to increase prov is ion for extra 
research graduates and new courses in high technology 
areas, including information technology. 

|

THE CHANCELLOR OF THE EXCHEQUER said that there was l i k e l y 
to be some sho r t f a l l in the Public Sector Borrowing 
Requirement (PSBR) in 1982-83. It was not yet poss ib le to 
Judge whether there would be a s imilar sho r t f a l l in 1983-84. 
ine Government Actuary, in his report on the finances of the 
National Insurance Fund, was l i k e l y to recommend an increase 
of 0.4 per cent in both employers' and employees' National 
Insurance Contributions (NICs). This would require primary 

e g i s l a t i o n : the maximum increase poss ib l e without primary 
•Legislation was 0.25 per cent on each o f the employers' and 
employees' NICs. In agreement with the Secretary of State 
*or Socia l Services he intended that the increase should be 
•limited to th is smaller amount, and that the dec i s ion should 
°e announced in the Autumn Statement. He a lso intended that 
t h e upper l imi t on earnings reckonable for NICs should be 
increased by a moderate amount. He wished t o f ind a way of 
Protect ing employers from any increased burden on the i r 
costs and he would deal with th is in his Autumn Statement. 

In d i s c u s s i o n o f l o c a l authority h o u s i n g there was general 
Agreement that the p r o p o s e d average r e n t i n c r e a s e of 85p a 
eek was r igh t . It would bring home to a sec t ion of the 

Population which did not always benef i t d i r e c t l y f rom some of 
the Government's economic p o l i c y measures the advantages of 
lower in f l a t i on and in teres t ra tes ; i t could a lso have a 
^eipful e f f e c t on pay nego t i a t ions . There was, however, a 
Potent ial problem about the corresponding arrangements in 

oot land, which would need further de ta i led study. 
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In d iscuss ion o f s o c i a l s ecu r i ty , there was general agree
ment that benef i t s should not in p r inc ip l e be increased by 
more than in f l a t i on taking one year with another and that the 
case for recovering at leas t part o f the excess provis ion for 
i n f l a t ion in the uprating of November 1982 was conc lu s ive . 
There was, however, considerable concern about the 
presentat ional aspec ts . The fo l lowing main points were made 

a. Current forecas ts suggested that the rate of 
increase in p r i ces between November 1982 and November 
1983 was l i k e l y to be o f the order o f 5 per cent . I f 
an uprating o f th is amount was abated by 21 per cen t , 
the resul t ing increase in pensions and other benef i t s 
would appear very small . This would face the 
Government with ser ious problems in both Parliament 
and the country. 

b . In publ ic presentat ion the Government should lay 
most emphasis on the fact that i t was pro tec t ing 
retirement pensioners against the e f f e c t s o f i n f l a t ion 
over the l i f e o f th is Parliament, as i t was pledged to 
do. Words l i ke ' r e cove ry ' or 'clawback' should not be 
used. I t should a lso point out that as i n f l a t i on f e l l 
"the nominal s i ze o f increases in pensions was a lso 
bound to f a l l . 

c . It might well be be t te r to use whatever money was 
avai lable within the planning to t a l s to moderate the 
reduction in the November 1983 uprating rather than to 
make improvements in other aspects o f the s o c i a l 
secur i ty system. Such improvements were often poor ly 
understood and i n e f f e c t i v e in securing publ ic support. 
Nor was i t c l ea r that the par t icu la r improvements which 
had been i den t i f i ed would necessa r i ly bring advantages 
which would j u s t i f y thei r c o s t . 

d. There was much a t t rac t ion in deferring f ina l 
dec i s ions and the i r announcement un t i l at leas t the 
time of the 1983 Budget. More general ly i t was for 
cons idera t ion whether uprating dec i s ions should in future 
be announced la te r in the year, as la te as operat ional 
const ra ints al lowed. 

e. It would require primary l e g i s l a t i o n to uncouple 
increases in publ ic se rv ice pensions from increases in 
national retirement pensions. 

In d iscuss ion o f student grants , the fol lowing main points 
w©re made: 

f. The proposal to abol ish the minimum maintenance 
award would have ser ious e f f e c t s on a group in s o c i e t y 
whom the Government pa r t i cu la r ly wished to encourage. 
I ts e f f e c t s would be equivalent to a large increase in 
taxation on higher earners. S imi lar ly , i t would be 
undesirable to leave the sca les of parental 
cont r ibut ions unchanged for a further year . 
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g. There was a case for further reducing the 
proposed increase in the bas ic student grant to 4 per 
cen t , or even to 3i per cent in l ine with the publ ic 
se rv ice pay fac tor for 1983-84, though i t had to be 
remembered that the increase in student grants had 
been held down las t year. 

h. The proposed increase o f £10 mi l l ion to provide 
for extra research graduates and new courses in high 
technology areas was admittedly arbi t rary in amount; 
and i t could be deferred without obvious damage. 
But i t was v i t a l to the health of univers i ty sc ience 
and technology departments to maintain a flow of able 
new young graduates. This was proving d i f f i c u l t at 
present . 

j . I t was surprising that i t was not poss ib le to 
accommodate a sum of £15 mi l l i on within the education 
and sc ience programme, which amounted to over 
£12 b i l l i o n . On the other hand, i t was argued 
s t rongly that much of the programme was outside the 
con t ro l o f the Government; that a l l f eas ib le 
economies had been made; and that i t was equally 
reasonable, i f the Cabinet attached high p r i o r i t y to 
the expenditure under d i scuss ion , to find the money 
for i t elsewhere in the publ ic expenditure 
programmes. 

In further d iscuss ion the fo l lowing point was a lso made 

k. In view of the proposed sho r t f a l l in the PSBR in 
1982-83 i t would be wrong now to introduce a scheme 
of end-year f l e x i b i l i t y in publ ic expenditure, s ince 
that would encourage Departments to spend less and to 
carry forward the underspending. The matter should 
however be considered further in due course , 
poss ib ly with a view to introducing a scheme in time 
for the end o f the f inancia l year of 1983-84. 

THE PRIME MINISTER, summing up the d i scuss ion , said that 
the Cabinet approved the proposals on l o c a l authority 
bousing p rov i s iona l l y agreed between the Secretary of 
State for the Environment and the Chief Secretary, 
Treasury. Any consequentials for Scotland should be con
tained within the agreed programme t o t a l s , and should be 
resolved as necessary between the Secretary of State for 
Scotland, the Chief Secretary, Treasury, and any other 
Ministers concerned. The Cabinet endorsed the p r inc ip l e 
° f allowing in next year ' s uprating for the excess pro
v i s ion for i n f l a t i on in the November 1982 uprating o f 
soc i a l secur i ty b e n e f i t s , up to a maximum of 2J per cent , 
and agreed that the f igures proposed by the Chief 
Secretary, Treasury, should be used in any announce
ment o f the Government's expenditure plans . Final 

SECRET 




SECRET 


decis ions on p o l i c y measures, within those cons t ra in t s , 
should be taken l a t e r : there was much a t t rac t ion in 
leaving any announcement as la te as p o s s i b l e . The 
Ministers most c l o s e l y concerned should give further con
s idera t ion to the presentat ional aspec ts , bearing in mind 
the need to s t ress the Government's p o s i t i v e achievement 
in maintaining the real value o f retirement pensions; 
they should a lso consider whether i t would be poss ib le to 
break the ex is t ing statutory l ink between increases in the 
State retirement pension and index-l inked pensions in the 
publ ic s e r v i c e s . On student grants , the Cabinet con
sidered that the minimum maintenance grant o f £410 should 
be preserved; that the parental cont r ibut ion sca les should 
be indexed in l ine with earnings in 1983-84; and that some 
addit ional p r o v i s i o n should be made for extra research 
graduates and new courses in high technology areas, 
including information technology; but that i t was 
unnecessary to increase the bas ic student grant by as 
much as 5 per cent . The Secretary of State for Education 
and Science should discuss urgently with the Chief 
Secretary, Treasury, how such a package could be financed: 
he should report the resul t of his d iscuss ions to the 
Cabinet. The Cabinet took note o f the intent ion of the 
Chancellor of the Exchequer to announce in the Autumn 
Statement that NICs would be increased by 0.25 per cent 
for both employers and employees. The Cabinet would 
consider at an appropriate time whether a scheme of end
year f l e x i b i l i t y should be introduced for 1983-84. 

The Cabinet 

1. Took note , with approval, of the Prime 

Min is te r ' s summing up of thei r d i scuss ion . 


2.	 i . Endorsed the p r inc ip l e of recovering 
the excess provis ion for i n f l a t i on in 
the November 1982 uprating of s o c i a l 
secur i ty b e n e f i t s , up to a maximum o f 
2J per cen t . 

i i  . Agreed that the f igures of savings 
proposed by the Chief Secretary, 
Treasury, for th is measure, net o f the 
poss ib l e o f f s e t s mentioned in d i scuss ion , 
should be used, to the extent necessary, 
in announcements regarding the 
Government's expenditure plans . 

i i i  . Took note that the Prime Minister 
would make arrangements for a group o f 
Ministers to discuss the presentat ional 
aspects of these matters, and the 
p o s s i b i l i t y of breaking the ex is t ing 
s tatutory l ink between increases in State 
retirement pensions and index-l inked 
pensions in the publ ic s e r v i c e s . 
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3. Invited the Secretary of State for 
Education and Science to hold d iscuss ions 
urgently with the Chief Secretary, Treasury, 
on the l ines indicated by the Prime Minister 
in her summing up; and to repor t . 

Cabinet Off ice 

4 November 1982 

6 


SECRET 




I SECRET 

THIS 
D°CUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

COPY NO 79 
C l u s ions 

. CABINET 

CONCLUSIONS of a Meeting of the Cabinet 
held at 10 Downing Street on 

THURSDAY 4 NOVEMBER 1982 
at 10.30 am 

P R E S E N T 


The Rt Hon Margaret Thatcher MP 

Prime Minister 


nC rnar\ W i l l i a m Whitelaw MP 
of S t a t e f o r t h e H o m epanmeJI

T h  e Rt 
C h a n C e l W

nSc? r e t a?
i e  on C e '

v 

R t 
r e t nS * c ^ Hon 

a r y  

o 

! h * fit 

s e c £ Hoetarv

'  O f  C t . r _  rt n 

e t a  t y J c h o l a s Edwards MP 
S t a t e\ h  for Wales 

0 t < i np ^ e s ^  J o h  Biffen P.. c i t t e n MMr 
A Q e n t  of the Council 

»6c 
e Rt 

r e t a r n 0 m a n  F o w l e r  M Py f c0 

|V ^ State for Socia l Services 

C
e d S e a i n e S S  Y ° U n  ger Hon 

I e t a r  m a ny I l o f  0 J Tebbit MP 

State r Emnl
r  fofor Employment 

t 

r? i  Geoffrey Howe QC MP°f the Exchequer 

Keith Joseph MP 
f State for Education and 

J°hn Nott MP 
f State for Defence 

Michael Heselt ine MP 
f State for the Environment 

The Rt Hon Lord Hailsham 
Lord Chancellor 

The Rt Hon Francis Pym MP 
Secretary  o f State for Foreign and 
Commonwealth Affa i rs 

The Rt Hon James Prior MP 
Secretary  o f State for Northern 
Ireland 

The Rt Hon Peter Walker MP 
Minister  of Agr icu l ture , Fisheries 
and Food 

The Rt Hon George Younger MP 
Secretary  of State for Scotland 

The Rt Hon Patrick Jenkin MP 
Secretary  of State fo r Industry 

The Rt Hon David Howell MP 
Secretary  of State for Transport 

The Rt Hon Leon Brittan QC MP 
Chief Secretary, Treasury 

The Rt Hon Nigel Lawson MP 
Secretary  of State for Energy 

The Rt Hon Ceci l Parkinson MP 
Chancellor  o f the Duchy of 
Lancaster and Paymaster General 

The Rt Hon Lord Cockfie ld 
Secretary  of State for Trade 

SECRET 



#I 
 SECRET 

ALSO PRESENT 

TheRt Hon Michael Jopling MP 
Parliamentary Secretary, Treasury 

SECRETARIAT 

. Sir Robert Armstrong 

. Mr P L Gregson (Item 4 ) 
Mr D J S Hancock (Items 2 and 3) 
Mr A D S Goodall (Items 2 and 3) 
Mr D H J Hilary (Item 1) 
Mr L J Harris (Item 1) 

Mr W Moyes (Item 4 ) 

C O N T E N T S 

I . Subject Page 

PARLIAMENTARY AFFAIRS 

2, Immigration Rules

FOREIGN AFFAIRS 

Lebanon

Falkland

East-West

Spain

Gibraltar

 Islands

 Economic

 1 

1 

1 

 Relations 2 
3 

3 

COMMUNITY AFFAIRS 


Anglo-German Summit 28-29 October 3 

Common Fisheries Po l i cy 3 

Poultry 4 

4. Local Authority "Buy Br i t i sh" Po l icy 4 

INDUSTRIAL AFFAIRS 

Water Industry Pay Negotiat ions 4 

National Health Service Pay Dispute 5 

i i 

SECRET 




AFFAIRSENTARY

Hui  ^ones

p

C (v
pfevious

e r e n  ce -
C ^ 45th
il lusion

 sl liute J »

JAIRS
l {^e 

a i lon
Pre

^efe  ° U  s

Ccr^ence.
c°nn 42nd
''inu i°ns

*e 2 ' »

Q s

Jevj
C r f e  U sr e 

H 8 2 )  n C e :
!fn clu ^th

s i-0nsl nUte 

1

CONFIDENTIAL 

 1. The Cabinet were informed of the business to be taken 

in the House o f Commons during the fo l lowing week. 


 THE HOME SECRETARY said that , with the agreement o f the 
 Lord President o f the Council and the Chief Whip, i t had 

 been decided to hold the debate on the White Paper on the 
n e w Emigrat ion Rules arranged for Thursday 11 November on 
a t a  k  e note motion. This would give the Government's 

 supporters a chance to express thei r views f r e e l y , and was 
 in his view preferable to appearing to put pressure on them 

by putt ing down a motion fo r approval o f the White Paper. 
I f the Opposition tabled an amendment to the take note 
motion, i t might wel l be in a form which the Conservative 
c r i t i c s o f the proposed new Rules would be unable to 
support. 

The Cabinet -

Took note . 

 2. THE FOREIGN AND COMMONWEALTH SECRETARY said that a 
 formal United States request for a United Kingdom cont r ibu

 t ion t o . the multinational peacekeeping force (MNF) in the 
 Lebanon was l i k e l y to be forthcoming shor t ly , and would 

 probably be backed up by a high l eve l message. The Americans 
 seemed to be thinking in terms o f one Br i t i sh ba t t a l i on . 

I n consul ta t ion with the Secretary of State for Defence, he 
w a s consider ing ways of de f l ec t ing this request with some 


 form of . training o f f e r , which was unl ike ly to be taken up. 


THE PRIME MINISTER, summing up a short d i scuss ion , said 
that Br i t i sh forces were already heavi ly committed overseas 
in the Falkland Is lands, Gibra l tar , Hong Kong, Bel ize and 
elsewhere. The United States' request , when i t came, should 
therefore be handled in a way which did not resul t in the 
cont r ibut ion of a Br i t i sh unit to the MNF. 

The Cabinet 

1. Took note . 

 THE FOREIGN AND COMMONWEALTH SECRETARY said that the success 
 of the United Kingdom's lobbying against the draft reso lu t ion 

0 n  t h e Falkland Islands sponsored by the Latin American 
 countr ies at the United Nations General Assembly had had 
 the resu l t o f causing i t s sponsors to modify the draft sub
 s t a n t i a l l y . In i t s revised form i t was s t i l l t o t a l l y 

 unacceptable to the United Kingdom, but the language used 
had a supe r f i c i a l a l lure for many other coun t r i e s . Within 
the European Community, i t looked as i f France would vote 
for the Latin American draft and the Federal Republic of 
Germany would abstain. The dec i s ion o f the United States 
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Government to vote in favour was pa r t i cu la r ly damaging and 
the United Kingdom must now expect the reso lu t ion to be 
car r ied by a large majori ty . The vote was to be taken that 
night . There would be no advantage for the United Kingdom 
in esca la t ing the disagreement with the United States: the 
r ight course would be to play down the s ign i f i cance of the 
r e so lu t i on , while making the Br i t i sh Government's ob jec t ions 
to i t qui te c l e a r . Meanwhile the Prime Minister had sent a 
very sharp reply to President Reagan's message on the subject 
and he had himself spoken severely to the United States 
Ambassador. 

In d i scuss ion , the United Sta tes ' dec i s ion was character ised 
as contemptible and oppor tun i s t i c . I t meant that , on a fun
damental issue o f freedom and j u s t i c e , the United States 
Government was prepared to put the in te res t s of a f a s c i s t 
d ic ta to rsh ip before those of i t s c l o s e s t a l l y . The e f f e c t 
on publ ic opinion in the United Kingdom would be to sharpen 
the percept ion that Bri tain was dependent on a major a l l y on 
whom i t could not r e l y . The fac t that the United States 
and some of Br i t a in ' s Community partners had taken the 
opposi te s ide from the United Kingdom at the United Nations 
was bound to be a major media s to ry . I t would not be 
acceptable to allow the American rebuff to Br i t i sh in te res t s 
to pass without a Br i t i sh response: fr iendship was a two-way 
business and ways must be found of bringing home to the 
United States Government that the United Kingdom could not 
simply be taken for granted. As against th is i t was pointed 
out that the United States remained Br i t a in ' s most important 
a l l y across the board. Continued c l o s e co-opera t ion with 
the United States Government was an essen t ia l Br i t i sh in te res t ; 
and i t would be a mistake to respond to the United Sta tes ' 
dec i s ion with threats which could not be implemented. 

THE PRIME MINISTER, summing up the d i scuss ion , said that the 
Cabinet were agreed that the American dec i s ion was unjus t i f ied 
and damaging. It would be wrong e i ther to f a i l to r eg i s t e r the 
Bri t i sh Government's displeasure or to adopt a threatening 
response. She proposed, with the Cabinet 's agreement, to 
send a further immediate message to President Reagan spe l l ing 
°ut the damage which the American dec i s ion would do to the 
re la t ionship between the two Governments and urging him to 
reverse i t before the vote at the United Nations General 
Assembly was taken. 

The Cabinet -

Took note . 

 THE FOREIGN AND COMMONWEALTH SECRETARY said that consul ta t ions 
 between the representat ives o f the seven Economic Summit 

 countr ies plus the Presidency and Commission o f the European 
 Community were continuing in Washington and that agreement 

 seemed to be nearer. The previous day 's publ ic statement 
0 n the subject by the I ta l ian Prime Minis ter , 
S i  g n o r Spadol in i , had been unhelpful and i t was s t i l l not 
c lear whether the paper under nego t i a t i on , i f agreed, would 
°e s u f f i c i e n t to induce President Reagan to l i f t American 
sanctions against European f i rms. I t would not be the faul t 
° f the United Kingdom i f th i s outcome was not achieved. 
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THE FOREIGN AND COMMONWEALTH SECRETARY reported that news 
had jus t been received of the assassinat ion of 
General Lago Roman, the Spanish Army Divis ional Commander 
in Madrid. As yet few de t a i l s were ava i l ab l e , nor was i t 
known who was respons ib le . It was too early to assess the 
impl icat ions but the assassinat ion seemed l i k e l y to in tens i fy 
the unease f e l t in the Armed Forces at the recent e l e c t i o n 
v i c t o r y o f the Spanish S o c i a l i s t s . 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the incoming 
S o c i a l i s t Government in Spain had reasserted the Spanish 
claim to Gibraltar in standard terms. They would not take 
up o f f i c e un t i l December and were l i k e l y to be heavily pre
occupied with internal problems. I t therefore seemed 
improbable that they would make any ear ly move on Gibral tar . 
There had been some ta lk o f the i r in teres t in re-opening the 
f ron t ie r with Gibraltar in the near future, but s imilar 
profess ions o f intent from Madrid in the past had come to 
nothing. Any approach to the United Kingdom from the new 
Spanish Government would require careful probing. 
Meanwhile the Br i t i sh garrison in Gibraltar was being very 
v i g i l a n t . 

The Cabinet 

3. Took note . 

3. THE PRIME MINISTER said that her discuss ions with the 
new German Chancellor had not achieved much. It was c l ea r 
that Chancellor Kohl wanted to be seen to be get t ing on well 
with everyone but did not wish to negot ia te se r ious ly about 
contentious issues before the German e l e c t i o n s planned for 
March 1983. At the Summit German Ministers had taken a 
s t rongly a n t i - p r o t e c t i o n i s t l i ne but had f a i l ed to give any 
convincing reply when the Prime Minister had pointed out that 
the Common Agricul tura l Po l i cy was in i t s e l f highly pro
t e c t i o n i s t and that the Community had f a i l e d to l e g i s l a t e 
for f ree competi t ion fo r insurance and a i r f a r e s . Like so 
many Governments, the new German Government was s trongly in 
favour of free trade except when i t suited them otherwise. 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported 
that the Danish Government had approached the German 
Government to ask them to act as an intermediary and to 
secure concessions for Denmark. Fortunately, the German 
Government had refused. The Danish Prime Minister had con
sequently sent a l e t t e r to the Commission asking for con
cess ions on mackerel and l i cences in the Shetland Box. The 
Danish Prime Minister had said that without such concessions 
his Government would f a l l . The Minister of Agr icu l tu re , 
Fisheries and Food, on learning of the terms of th is l e t t e r , 
had spoken to the Commission to ensure that they recognised 
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that i t would be a d isas te r to t ry to open up the package 
agreed among the other nine member s t a t e s . At the Fisheries 
Council on 8 November i t would be essen t ia l to keep the 
nine member s tates and the Commission in l i n e . I t was 
probable that the Danish Government would formally say no 
to the package and that the Council would then decide to 
consider national measures at the i r next fo l lowing meeting 
on 9 December. The Danish Foreign Ministry had c i r cu la t ed 
a document to the Danish Parliamentary Committee responsible 
for Community a f f a i r s , point ing out that , i f the Commission 
approved national measures, they would be l e g a l l y binding 
and Denmark would not be able to get them set aside by 
appealing to the European Court. The Danish Parliament now 
knew that Denmark was in a very d i f f i c u l t p o s i t i o n . 

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that he 
would be announcing the new health regulat ions for the import 
of poul t ry l a t e r in the day. Madame Cresson, the French 
Minister o f Agr icu l tu re , had said that the new regulat ions 
could not be complied with and that France would appeal to 
the Commission. The Minister of Agr icu l tu re , Fisheries and 
Food had accordingly spoken to the Commission himself in 
order to ensure that they were properly informed of the true 
nature o f the French ob j ec t i on which appeared to be t r i v i a l . 

THE SECRETARY OF STATE FOR THE ENVIRONMENT reported that the 
Commission were thinking o f taking three l o c a l au thor i t ies 
to court because they had "Buy Br i t i sh" p o l i c i e s which were 
contrary to Community law. One, the Birmingham Counci l , had 
now apparently agreed to r e c t i f y the i r p o l i c i e s in accordance 
with the Commission's wishes. But the other two, Doncaster 
and Ki rk lees , were Labour con t ro l l ed and might welcome the 
opportunity o f a confrontat ion with the Government and the 
European Commission on th i s i s sue . The Secretary o f State 
for the Environment had accordingly c a l l e d on the responsible 
Commissioner, Herr Narjes, on 3 November to seek to persuade 
him to hold his hand un t i l af ter the General E lec t ion . The 
Commissioner now understood the p o l i t i c a l po in t , but i t was 
not cer ta in that he would be able to refrain from taking 
further ac t i on . 

The Cabinet 

Took note . 

4. THE SECRETARY OF STATE FOR THE ENVIRONMENT said that 
the employers in the water industry considered that the trade 
unions! who had already c a l l e d a one-day s t r ike on 18 October 
in support o f the i r pay c la im, were l i k e l y to contemplate 

" i ^ f u i v T> wn<; r l e a r l v des i rable tnat afurther indus t r ia l a c t i on . I t was c i ea r i v ^ r industry, w a t ehigh settlement should not be considered in 
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The employers' i n i t i a l thinking was that , at the negot ia t ing 
meeting on 11 November, they should o f f e r 6 per cent and, in 
the event of r e j e c t i o n , have recourse to a rb i t r a t ion . There 
was a strong case fo r a considerably lower opening o f f e r , say 
of 4 per cen t , and discuss ions were therefore in progress 
with the employers about the best t a c t i c s to be adopted. 
There were already contingency plans for use in the event of 
indust r ia l ac t ion and these would be kept under review by the 
C iv i l Contingencies Unit, as required, in the normal way. 

The Cabinet -

Took note . 

& * 1 
Sgj/yh The Cabinet 's d i scuss ion and conclusions are recorded 
V * c e separate ly . 
*y D i s Put e 

Cabinet Off ice 
4 November 1982 
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LIMITED CIRCULATION ANNEX 
CC(82) 47th Conclusions, Minute 4 

Thursday 4 November 1982 at 10.30 am 

THE SECRETARY OF STATE FOR SOCIAL SERVICES said that there 
was now a_good prospect o f reaching a settlement with the 
National Health Service (NHS) nurses and re la ted groups on 
the basis o f proposals embracing both pay and long-term 
arrangements. He therefore proposed that an o f f e r along the 
fo l lowing l ines should be put to the Royal College o f 
Nursing (RCN) and the other p rofess iona l bodies during the 
course o f the fo l lowing week. F i r s t , the Government should 
announce i t s in tent ion to consul t in terested par t ies about 
the establishment o f a review body for nurses and re la ted 
profess iona l groups. Informal indica t ions suggested that 
this proposal would be warmly welcomed by the nurses. 
Second, as regards pay, the Government had of fered in 
September a settlement fo r the nurses cons i s t ing of 1\ per 
cent fo r 1982-83 and 4 per cent f o r 1983-84. Ministers had 
envisaged at that time that the o f f e r fo r 1983-84 might need 
to be increased to 4J per cen t . He was s a t i s f i e d fo l lowing 
extensive d iscuss ions with the profess iona l bodies that an 
increase in the o f f e r to 4J per cent would be necessary to 
secure a set t lement . The RCN had argued s t rongly to him 
that to secure acceptance by the i r membership a revised 
o f f e r should be subs tan t ia l ly d i f fe ren t from that which had 
been proposed e a r l i e r and r e j e c t e d . The RCN's strong pre
ference was for a s ingle o f f e r of 12.3 per cent to run from 
the beginning of September 1982 to 31 March 1984. The 
Nurses and Midwives Whitley Council was due to meet on 
9 November. He sought the agreement o f the Cabinet to the i r 
making an o f f e r at that meeting o f 12.3 per cent as the RCN 
had suggested. He would simultaneously announce the 
Government's in tent ion to consul t in teres ted par t ies about 
the establishment o f a review body, making i t c l ea r that 
th is proposal was condi t iona l on the acceptance o f the 
revised pay o f f e r . The proposals would be considered la te r 
in the same week at the RCN's Annual General Meeting and he 
had had firm assurances from the RCN and the other pro
fess iona l groups that they would do thei r utmost to secure 
acceptance. The profess iona l bodies would wish to consul t 
the i r memberships, although he hoped to persuade the RCN not 
to conduct a further b a l l o t . The set t lement , i f approved, 
would be concluded at a meeting o f the Nurses and Midwives 
Whitley Council scheduled fo r 14 December. The trade unions 
had refused to discuss the o f f e r s put forward by the 
Government in September, and since then there had been no 
contact between them and the Government. The unions were, 
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however, aware of the prospect of an early settlement with 
the nurses; and they were a l so concerned that support for 
continued indust r ia l ac t ion in the NHS was now crumbling. 
They had therefore approached the Advisory, Conc i l i a t ion 
and Arbi t ra t ion Service (ACAS) e a r l i e r that week about the 
p o s s i b i l i t y o f reopening d iscuss ions with the Government; 
contrary to Press repor t s , the approach had been en t i r e ly 
at the unions ' i n i t i a t i v e . ACAS had made c lea r to the trade 
unions that there could be useful d iscuss ions with the 
Government only i f the trade unions were prepared to accept 
that the Government would not increase i t s o f f e r for 1982-83 
and to abandon thei r previous oppos i t ion to a d i f f e r e n t i a l 
pay settlement in favour of the nurses. By continuing the 
discuss ions with ACAS the trade unions had i m p l i c i t l y 
accepted these two po in t s , which previously had been of 
central importance to them. He proposed not to open formal 
discuss ions with the trade unions un t i l af ter the national 
Day of Action on 8 November; and that the nego t i a t ions , which 
might most appropriately be conducted i n i t i a l l y at o f f i c i a l 
l e v e l , should be concerned s o l e l y with the o f f e r s advanced 
by the Government in September. He would report further to 
the Cabinet before making any revised o f f e r to the trade 
unions, although he envisaged that eventually the Government 
would have to increase i t s o f f e r for 1983-84 to 4J per cen t , 
in l ine with that proposed for the nurses. 

THE CHANCELLOR OF THE EXCHEQUER said that the Minis te r ia l 
Sub-Committee on Public Service Pay had concluded on balance 
that a review body would be the leas t unat t ract ive means of 
determining the pay o f nurses and re la ted groups in the 
future. The Sub-Committee had been firmly o f the view that 
the proposal for a review body should be condi t iona l on 
acceptance by the nurses and re la ted groups of the proposed 
revised pay o f f e r . The review body should be required to 
take account in framing i t s recommendations o f management 
needs in terms of recruitment, re tent ion and motivat ion, and 
a f f o r d a b i l i t y ; and the implementation o f i t s recommendations 
would have to be considered in the l i gh t o f the cash l imi t 
and might need to be overr idden, should circumstances demand, 
as was the case with other review bod ie s . In proposing a 
review body the Government should make c lea r that i t would 
be precluded from proposing a "catching up" pay increase on 
the grounds that the pay l eve l s o f the groups within i t s 
terms of reference had fa l l en behind those of Other groups; 
the pay l e v e l s in fo rce at 1 Apr i l 1984 should be the basis 
for the review body 's future recommendations. The Secretary 
° f State for Socia l Services would be putting de ta i led 
Proposals for the review body shor t ly to the Sub-Committee, 
including in par t i cu la r terms of reference and membership. 
It was important that the de t a i l s should be se t t l ed at an 
early date . F ina l ly , i t was essen t ia l that the Government 
should emphasise pub l i c ly that the o f f e r o f a review body 
r e f l ec t ed the spec ia l status of the nurses and, in pa r t i cu l a r , 
the i r p o l i c y o f not taking indust r ia l ac t i on ; and that the 
Government would not think s imilar arrangements appropriate 
for other groups e i ther in the NHS or elsewhere in the publ ic 
s e r v i c e s . 
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In d iscuss ion there was general agreement with the proposal 
for a review body fo r the nurses and re la ted groups. I t was, 
however, argued that the o f f e r should be withdrawn i f the 
RCN were to vote at i t s Annual General Meeting to reverse 
i t s rule against indust r ia l a c t i on . The point was a lso made 
that the establishment o f a review body would s i g n i f i c a n t l y 
reduce the Government's con t ro l over that part of NHS 
expenditure, s ince i t would be excep t iona l ly d i f f i c u l t in 
p rac t i ce for the Government to overr ide the review body 's 
recommendations. 

In d iscuss ion of the proposed revised pay o f f e r the fo l lowing 
were the main points made 

a. The indust r ia l r e la t ions climate had changed 
markedly s ince the Government's las t o f f e r was tabled 
in September. There was now no reason why the 
Government should a c t i v e l y seek an ear ly settlement 
with the trade unions, pa r t i cu la r ly i f there were good 
prospects o f a settlement with the nurses. The indust r ia l 
ac t ion in the NHS was crumbling and the Government's 
main concern should be to bring i t to a conclus ion at 
the leas t pos s ib l e c o s t . There was therefore no case 
for increasing from 4 to 41 per cent the o f f e r to the 
a . i c i l l a r i e s and other groups in respect of 1983-84. 
There would thus be a d i f f e r e n t i a l in favour of the 
nurses in 1983-84 as wel l as in 1982-83. 

b . An o f f e r o f 12,3 per cent to the nurses, e tc a lbe i t 
for two years , would be unfortunate so ear ly in the pay 
round, pa r t i cu la r ly s ince i t fol lowed high settlements 
for a number o f other publ ic sec tor groups. It would make 
i t extremely d i f f i c u l t for the Government to achieve 
settlements around 31 per cent fo r the genera l i ty o f 
the publ ic s e r v i c e s . Moreover, such an o f f e r would be 
uncomfortably c l o s e to the nurses ' o r ig ina l claim 
for 12 per cent ; and Press comment on i t would tend to 
emphasise i t s s i ze rather than the fact that i t was to 
l as t for two years . It would therefore be be t te r for 
the revised o f f e r to the nurses to be presented as con
s i s t i ng o f two components: 71 per cent for 1982-83 and 
41 per cent for 1983-84. On the other hand, the 
Government's prime o b j e c t i v e was to secure a set t lement. 
The nurses had already re jec ted a two-instalment o f f e r ; 
i f the RCN judged that a s ing le o f f e r was the r ight 
approach, the Government should be prepared to accede. 
It was, in any case , for the Whitley Counci l , not the 
Government, to decide exac t ly how the ava i lab le money 
should be d i s t r ibu ted . I f agreement were f i n a l l y to be 
reached on the basis of a s ing le instalment, the 
Government could emphasise p u b l i c l y that the nurses had 
e f f e c t i v e l y opted for a pay freeze between Apri l and 
September 1982. 
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THE PRIME MINISTER, summing up the d iscuss ion said that the 
Cabinet endorsed the proposal for a review body subject to 
the condi t ions suggested by the Minis ter ia l Sub-Committee on 
Public Service Pay, which were set out in the minute to her 
of 2 November from the Chancellor o f the Exchequer. This was 
on the assumption that the RCN would not vote at i t s Annual 
General Meeting to reverse i t s ex i s t ing rule against indust r ia l 
ac t ion ; should they do s o , the proposal for a review body 
should be withdrawn. The Secretary o f State for Socia l 
Services should put proposals urgently to the Minis ter ia l 
Sub-Committee on Public Service Pay concerning the de t a i l s 
of the review body and, in pa r t i cu l a r , i t s composit ion and 
terms of re fe rence . In doing s o , he should consider whether 
i t would be best for the nurses to be brought within the 
terms of reference o f the Doctors and Dentists Review Body 
or whether a completely separate review body should be 
es tabl i shed; and i f the l a t t e r , how far the memberships of 
the two review bodies should over lap . The Government's 
intent ion to consul t in teres ted par t ies about the review 
body should be announced by the Secretary o f State for Socia l 
Services on Tuesday 9 November. The Cabinet a lso agreed that 
the pay o f f e r to the nurses and re la ted groups in respect o f 
1983-84 should be increased to 4J per cent . The Nurses and 
Midwives Whitley Council should be to ld that the money 
ava i lao le for a pay settlement was equivalent to 71 per cent 
for 1982-83 amd 41 per cent for 1983-84. I t was for the 
Whitley Council to decide how this should be a l loca ted over 
time within the two-year pe r iod . I f they were to conclude in 
favour of a s ing le instalment o f f e r , every e f f o r t would have 
to be made by the Government to emphasise p u b l i c l y that the 
o f f e r covered two years and that the nurses had in e f f e c t 
opted for a pay freeze between Apri l and September 1982. I t 
was essen t ia l that an o f f e r along these l ines should not be 
tabled unless there was a very high p robab i l i t y that i t would 
be accepted by the groups concerned. F ina l ly , the Cabinet 
endorsed the Secretary of State for Socia l Se rv ices ' s view 
that d i scuss ion with the trade unions should not commence 
unt i l af ter the nat ional Day of Action on 8 November, and that 
they should be conducted i n i t i a l l y at o f f i c i a l l e v e l . The 
Secretary o f State for Socia l Services should keep the Cabinet 
c l o s e l y informed of the progress o f these d i scuss ions . There 
was, however, no authority for increasing above 4 per cent 
the o f f e r already made to the groups other than the nurses 
and re la ted groups in respect o f 1983-84. 

The Cabinet 

1. Endorsed the proposal by the Secretary o f 
State fo r Soc ia l Services that the Government 
should announce i t s in tent ion to consul t 
in teres ted par t ies about the establishment o f 
a review body for nurses and re la ted groups, 
subject to the points made by the Prime 
Minister in her summing up of the i r d i scuss ion ; 
and invi ted the Secretary of State for Socia l 
Services to announce th is on Tuesday 9 November. 
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2. Agreed that the Government's o f f e r to the 
nurses and re la ted groups for 1982-83 should 
remain at 7J per cent but that the o f f e r in 
respect o f 1983-84 should be increased to 4J per 
cent , on the understanding that there was a high 
p robab i l i t y o f i t s acceptance by the groups 
concerned; and that the Management Side of the 
Nurses and Midwives Whitley Council should have 
d i s c r e t i o n to decide how best to a l l oca t e the 
avai lable money over time within the two-year 
pe r iod . 

3. Agreed that the Secretary o f State for 
Socia l Services should not authorise discuss ions 
with the trade unions un t i l af ter the national 
Day o f Action on 8 November, and that there 
should be no increase in the value of the pay 
o f f e r s already made to National Health Service 
groups other than the nurses and re la ted groups. 

4. Invited the Secretary of State for Socia l 
Services to keep the Cabinet c l o s e l y informed 
of the progress of his d iscuss ions with the 
profess iona l organisat ions representing the 
nurses and re la ted groups and with the trade 
unions. 

Cabinet Off ice 

 November 1982 
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A F F A l ^  I ' T ^ R ^ 1'» The Cabinet were informed .of the business to be taken in the 
House of Commons during the following week. 

RePort f „, o 

p arl i  T H  E SECRETARY OF STATE FOR NORTHERN IRELAND said that he had now a m e

 rB°und y received and circulated to the Cabinet the report of the Parliamentary ar

^0lnmissi Boundary Commission for Northern Ireland. The Commission had 
n rN°rth  ^ 0  recommended.that the number of constituencies in Northern Ireland ern

*telarid should be increased from 12 to 17, in line with the requirements of 
the House of. Commons (Redistribution of Seats) Act 1979, and, in a 
supplementary report, had also recommended that five members should 
be returned from each of the 17 constituencies to the Northern Ireland 
Assembly, thereby increasing the total membership of the Assembly 
from 78 to 85 members. He was under a statutory requirement to lay 
these recommendations before Parliament "as soon as may be", together 
with a draft implementing Order in Council. He did not expect the 
recommendations to the subject of major controversy in Northern 
Ireland i tself , but some of the Government's supporters in the House 
of Commons might well be crit ical of the proposal to increase the 
number of Parliamentary seats while there was s t i l l a possibility that 
the Northern Ireland Assembly would eventually acquire devolved powers. 
The polit ical effect of the proposed changes was difficult to estimate. 
They might p,ive the unionists 12 seats and the nationalist parties 5 
seats ''including another 2 seats for Sinn Fein); but if there were no 
especially wide divisions among the unionists, and if, as was l ikely, 
the nationalist vote in each constituency was split between Sinn Fein 
and the Social Democratic and Labour Party, it was possible that the 
unionists could take a l l 17 seats at the next General Election. It 
would not be practicable to change the Commission's recommendations 
at this stage, and he proposed that they should be laid before 
Parliament as soon as possible. 

THE PRIME MINISTER, summing up a short discussion, said that the Home 
and Social Affairs Committee had already agreed that the reports of the 
English, Scottish and Welsh Boundary Commissions should be laid before 
Parliament as soon as possible after they were received in January or 
February 1983. Any delay in laying the Northern Ireland report would 
give the Opposition grounds for arguing that there should be a similar 
delay in dealing with the other three. The Cabinet agreed that the 
Northern Ireland report should be laid as soon as possible. 

The Cabinet 

1. Invited the Secretary of State for Northern Ireland, 
in consultation with the Lord Privy Seal and the 
Parliamentary Secretary, Treasury, to arrange for the report 
of the Parliamentary Boundary Commission for Northern 
Ireland to be laid before Parliament, together with a draft 
implementing Order in Council, as soon as possible. 
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B r i t ° il

^evi°us
Refete

CC(82) , ?  :
^cliio

| °  n s >

Vecf raE

° n Bill

 . . . 
THE SECRETARY OF STATE FOR ENERGY said that it was of the utmost 

 importance that there should be no debate or statement on the disposal 
 of Britoil until the shares had been allocated. The Government should 

 be ready to ..explain the reasons for this to the Speaker if the 
 Opposition attempted to force an emergency debate under Standing Order 

 No. 9. 

HOME SECRETARY said that the policy on the Data Protection Bill 
 would have to be considered further by the Home and Social Affairs 

Committee. A number of difficult policy issues connected with the 
scope and method of exemption from the requirements of the Bill 
remained to be settled, and it was now doubtful whether the Bill 
would be ready for introduction before the Christmas Adjournment. 

THE PRIME MINISTER said that she would be making a statement in the 
House of Commons that afternoon on security following the conviction 
of Mr Geoffrey Arthur Prime the previous day on espionage charges. 
Mr Priue had resigned from Government Communications Headquarters 
(GCHQ) in 1977, but security procedures had not been materially 
altered since then. Whether there was a case for more stringent 
application of the existing procedures would be a matter to be 
considered by the Security Commission, to whom she would be referring 
the case. Detailed surveillance of the large number of people 
employed at GCHQ, even if practicable would not be conducive to the 
efficiency of GCHQ's work, and in any event no vetting process or 
other procedures could be fully proof against the activities of 
someone sufficiently skilled and determined to keep his activities 
secret, unless the authorities resorted to methods of investigation 
and surveillance which would be extremely repugnant in a free country. 
If his superiors had become aware that Mr. Prime was receiving 
psychiatric treatment in 1972, his position would have been very fully 
considered; but they did not become aware of that fact. 

The Cabinet 

2. Took note. 
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^ F A I R s 2 . THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE reported 
that the Soviet Government had now publicly confirmed that 

— President Brezhnev had died on 10 November. A decision on his 
successor would be taken by the Politburo and ratified by the Central 

^eath of Committee of the Soviet Communist Party as soon as possible. The 
!^esident terms of the messages of condolence which would need to be sent from 

ee 2hnev  ^ n  Queen, the Prime Minister and the Foreign and Commonwealth 
Secretary were under consideration. The question of attendance at 
the funeral would also need to be addressed, in consultation with the 
governments of Britain's European Community partners. Since 
Mr Brezhnev had been Head of State as well as First Secretary of the 
Soviet Communist Party, it would be necessary for The Queen to be 
represented as well as the Government. 

THE PRIME MINISTER said that she would be reluctant to attend the 
funeral, but would be ready to do so if the President of the French 
Republic, Monsieur Mitterrand, and the Chancellor of the Federal 
Republic of Germany, Kerr Kohl, went. It would be necessary to 
consult the Government of the United States as well as European 
Community Governments before reaching decisions. 

The Cabinet 

1. Took note. 

^?n°Jttic T H  E MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that 
^otis agreement had now been reached in Washington between the representa

pt tives of the. seven governments concerned, plus the Presidency and 

o
I ̂ jV^°Us Commission of the European Community, on the terms of the paper on 

t e n  c e  ; East-West economic relations put foward by the United States 
Con ^'th Secretary of State, Mr Shultz. Confirmation of this agreement was 
Hi*  sions subject to arrangements satisfactory to the United States' a l l ies 

w


t e 2 ' being reached on handling and presentation and to a decision by 
President Reagan to l i f t the United States' sanctions against European 
firms. It was accepted by a l l except the French that the terms of 
Mr Shultz's paper should be published and that President Reagan 
should make only a short accompanying statement. The President's 
decision to end the measures against European firms had been expected 
that day in the light of a meeting of the American National Security 
Council earlier in the week, but no announcement had yet been made. 

In discussion it was pointed out that President Reagan's intentions 
were s t i l  l unclear. The United Kingdom's aim was to secure the 
complete l i f t ing of the United States embargo; but it was not certain 
that President Reagan would be prepared to go as far as this. The 
Europeans might have to be content with a l ift ing of the retrospective 
measures imposed by the United States in December 1981 and June 1982, 
together with the related Denial Orders. This would enable British 
firms to fu l f i l contracts entered into before the United States embargo 
had been imposed, but restrictions on subsequent or future contracts 
would remain in force. 
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THE PRIME MINISTER summing up the discussion, said that the news of 
Mr Brezhnev's death heralded a testing and uncertain period in East-
West relations in which cohesion and unity within the Alliance would 
be more important than ever. It was therefore essential that the 
United States should settle the current dispute with its European 
partners over economic sanctions without further delay. An urgent 
message in this sense should be sent to the United States Government 
through HM Ambassador at Washington. 

The Cabinet 

2. Invited the Foreign and Commonwealth Secretary 
to send instructions to HM Ambassador at Washington in 
accordance with the Prime Minister's summing up. 

Immunity 
a F pAlRS 3  . THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, reported 

that the Council had discussed the Commission Memorandum on the 
"*«•» Community's future development policy. Two Commission proposals, 

unwelcome to. the United Kingdom, were firmly rejected: the creation 
o f a n e wv°U l}cU of  target for Community aid as a proportion of gross national 

.^isterg product and the incorporation of the European Development Fund within 
t h  e C o n , m u n i t8 JVeloPment) y budget. 

Son 
l 8 h e r i e  T H  E


s P o l 
  .  MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported that the 
p Xcy Danish Prime. Minister had spoken to the President of the Commission 

t o s aHefV^0vi8 y that the reports that the Danish Government had completely 
QC.^rence: rejected the proposed fisheries agreement were exaggerated, but that 
Co ^?th Denmark needed one or two minor concessions to enable the package to 
Hi ^^iotis 1 )  6 accepted* The Danish Prime Minister had suggested two possible 

N U T E 3 * concessions which would, in fact, be entirely unacceptable to the 
United Kingdom because, if granted, they would cause the total 
rejection of the package by the United Kingdom industry. So far, there 
was no sign of any break in ranks by the nine member states who 
accepted the package; but there was clearly a risk that, sooner or 
later, one or other of them would put pressure on the United Kingdom to 
make a gesture to the Danes, whereas the United Kingdom could not 
afford to make any further concessions. 

THE SECRETARY OF STATE FOR SCOTLAND said that he entirely agreed. At 
the last Council of Ministers meeting to discuss fisheries the 
Government had used up the very last vestige of goodwill of the 
representatives of the Scottish fishermen. 

T S E C R E T A R Y  0 F^tiet t e t  s ? E  STATE FOR ENERGY reported that the Council had made 
^ No 81^ distinct progress towards the acceptance in principle of the idea of 

embe  a Community_coal policy. A further Council to discuss coal would be r

held on 10 December. 
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H l o - P r e n 

Summit T H  E PRIME MINISTER said that the main outcome of the Anglo-French 
Novemv, Summit was an agreement that off icials would be in more regular contact 

than previously, so that each government would get to know more of what 
the other thought and the possibil it ies for agreement could be more 
fully explored. Some of the bilateral meetings between particular 
Ministers at the Summit had been business-like and reasonably friendly; 
others had been rather acrimonious. Regardless of the atmosphere in 
each particular bilateral , the relevant French Minister had then at 
the Plenary Session read out a prepared statement which underlined 
French diff iculties and appeared to take no account of any 
co-operation that had been achieved in the bilateral discussions. 
President Mitterrand's presentation to the Press afterwards had been 
reasonably satisfactory, and the decision by the French government to 
abstain in the United Nations vote on the resolution about the Falkland 
Islands had been most welcome and was no doubt accounted for by the 
fact that British Ministers were in Paris at the time. 

The Cabinet -

Took note. 
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A  T R I A L 
<lFpAlRS 4. THE SECRETARY OF STATE FOR SOCIAL SERVICES said that progress was 

being made towards the resolution of the pay dispute in the National 
jjation i Health Service (NHS). In the case of the nurses and related groups, a

alth  s  . the revised two-year pay offer and the proposal for consultations about e r
I C e ayD i s p   review body had been announced on 9 November and were being considered u t e  

by the Royal College of Nursing (RCN) and other professional organisations, 
t e v iou8 and by the trade unions. It was hoped that the RCN Council would later 

p eretice- that day decide to recommend acceptance of the settlement package. They 
B 

J?
(82) ^y' might, however, decide to consult the membership by a ballot whose costs 

n clusi0 t l  s would be reimbursed by the Government under the provisions of the 
l t l ute  84  Employment Act 1980. In that event, i t was hoped that a favourable 

result would emerge in time for a settlement to be reached at the next 
meeting of the Nurses and Midwives Whitley Council on 14 December. It 
was also welcome that the RCN had now voted against aff i l iation to the 
Trades Union Congress (TUC) and in favour of retaining their rule 
against industrial action. 

In the case of the remaining NHS groups the TUC Health Services Committee 
had now entered into negotiations with the Government following the 
calling off of the National Day of Action planned for 8 November. 
Following consultations with the Prime Minister and the Chancellor of 
the Exchequer he had indicated that the Government might be prepared to 
increase its offer in respect of 1983-84 by half of one per cent for 
these groups also, provided that the trade unions were prepared to 
conclude a settlement on this basis. The majority of the unions 
represented on the Committee were now in favour of early meetings of the 
relevant Whitley Councils at which the Government's revised offer would 
be tabled and of reaching a settlement on that basis. So far, however, 
the National Union of Public Employees had remained intransigent. The 
trade unions were holding further discussions that morning with the 
Advisory, Conciliation and Arbitration Service, who were likely to 
reaffirm that the Government's position was that no more money would 
be available in respect of 1982-83 and that there would be a differential 
pay increase in that year in favour of the nurses and related groups. 
It was probable that the unions would wish to meet him that afternoon. 

THE PRIME MINISTER, summing up a brief discussion, said that the 
additional half of one per cent had been made available to the groups 
other than the nurses and related groups only on the understanding that 
a settlement would be concluded on this basis. The negotiations were 
therefore at a crit ical stage. It should also be borne in mind that 
the proposal for a review body for the nurses and related groups was 
conditional on acceptance of the Government's revised pay offer, as the 
Secretary of State for Social Services had made clear in his statement 
to the House of Commons on 9 November. 

The Cabinet 

1. Took note. 
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T H E S E C R E T A R Y  0 F^dustr p  STATE FOR THE ENVIRONMENT said that the employers in 
t ^ i e  w a t e rNegoti ^. ^  industry would be making their response to the trade unions' a


l 0 n s
 pay claim later that day. The Minister for Local Government and 
^vious Environmental Services had explained to them the undesirability of an 
Reference* offer greater than 4 or 4i per cent, and it was hoped that this advice 
CC(82) a - , ' would be heeded. Such an offer would probably be rejected and the 
ConciUQ- employers might therefore have recourse to arbitration, to which there 

w a sn i nute 4 '  unilateral access, and which was binding on both sides. Industrial 
action could not be ruled out. It would be essential to make i t clear 
to the public that the water workers were reasonably well paid and 
were not doing particularly dirty or unpleasant jobs; fact sheets had 
been prepared for use by Press Offices for this purpose. In the 
longer term consideration would need to be given to the future of the 
arbitration arrangements, and to seeing what could be done to inhibit 
the water industry, and other public sector monopolies, from passing 
on excessive pay increases in higher charges. 

The Cabinet 

2. Took note. 

Cabinet Office 

11 November 1982 
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1. The Cabinet were informed of the business to be taken in the House 
of Commons during the following week. 

T H  E SECRETARY OF STATE FOR SOCIAL SERVICES said that the Opposition had 
chosen the 5 per cent abatement of unemployment benefit as one of the 
subjects for debate on the Opposition Day, provisionally fixed for 
Monday 22 November. The abatement had been debated on three separate 
occasions, the most recent being during the passage of the 1982 Finance 
B i l l , when the Government's majority had fallen to eight because of 
defections by a number of their supporters. He doubted whether the 
present Opposition motion could be defeated unless the Government were 
able to give an indication that the abatement would be restored in the 
near future. His predecessor had said that the abatement was regarded 
as being in lieu of taxation and that the rationale for it would dis
appear as unemployment benefit came into tax. Many of the 
Government's supporters regarded this as a clear moral commitment. The 
cost of restoring abatement would be £18 million in 1983-84 and about 
£50 million in a full year, but this had to be set against the 
£650 million a year now being yielded by the taxation of unemployment 
benefits a figure which would rise as the benefit i tself increased. 

The Cabinet 

1. Took note that the Prime Minister would arrange for 
the points raised by the Secretary of State for Social 
Services and the handling of the Opposition Day the following 
week to be considered by a small group of the Ministers 
directly concerned. 

T H E H 0 M E S E C R E T A R Y s a i d t n a t L a d  Y Vickers had introduced a Bill in the 
 House of Lords to confer British citizenship on the Falkland Islanders, 

a  s e t^ a  been  down for Second Reading on 29 November. There had beer 
 support in both Houses for a similar measure introduced in the 1981-82 

 Session and in spite of the implications which Lady Vickers's Bil l had 
for the overall scheme of citizenship set out in the British 
Nationality Act 1981 he did not think that the Government should oppose 
it in the House of Lords or seek to block it in the House of Commons, 
where it could well receive an unopposed Second Reading. He proposed 
that the Government should not resist the B i l l , and should offer 
drafting assistance, though without at this stage giving any commitmenl 
that Government time would be provided for its consideration in the 
House of Commons. 

The Cabinet 

2. Approved the Home Secretary's recommendations. 
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2. THE FOREIGN AND COMMONWEALTH SECRETARY, reporting on his atten
dance at President Brezhnev's funeral in Moscow, said that it had been 
an expression of the Soviet regime's dependence on military power. The 
new Soviet leadership was maintaining the expected hard line in foreign 
policy and this had been reflected in his own conversation with the 
Soviet Foreign Minister, Mr Gromyko. The right response for the 
British Government was that expressed in the Prime Minister's speech to 
the North Atlantic Assembly the previous day: namely that the West 
should maintain its guard and wait to see whether the new Soviet 
leadership made any changes. He did not expect any in the near future. 
In their interviews with Mr Andropov, the new First Secretary of the 
Soviet Communist Party, the American Vice-President, Mr Bush, and the 
Federal German Chancellor, Dr Kohl, had found him assured and well 
versed with international issues. In the conversation with Vice-
President Bush, Mr Andropov had spoken in favour of a more constructive 
relationship with the United States and had given some sign of interest 
in the possibility of progress on arms control. Mr Andropov was also 
said to be a long-standing advocate of better relations with China; and 
the new Soviet leadership seemed actively to be seeking a rapprochement. 
Any such rapprochement, if it were genuine and lasting, could release 
some of the Soviet divisions now tied down on the Russo-Chinese frontier 
and would signify a profound change in the balance of world power; but 
the historical animosity and mistrust between the two countries 
suggested that any rapprochement which took place was unlikely to go 
very deep. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the Polish authorities 
bad released the former leader of the free trade union movement 
Solidarity, Mr Lech Walesa, and it seemed likely that martial law would 
be l i fted shortly, possibly on 13 December; they had also agreed to a 
further v is i t to Poland by the Pope next year. It was improbable that 
this would produce much real improvement in the Polish internal 
situation. The Foreign Ministers of the member countries of the North 
Atlantic Treaty Organisation would be discussing the Western response 
to these developments at the North Atlantic Council meeting at the 
beginning of December. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the_sanctions imposed 
by the United States Government in relation to the Siberian gas pipe
line had been lifted by President Reagan on 13 November. There had 
been a characteristic French hiccup when at the last moment President 
Mitterrand had withheld his agreement to the paper on East-West 
economic relations which had been worked out between the United States 
Secretary of State, Mr Shultz, and the other Governments concerned. He 
bad however discussed the question with the Foreign Ministers of the^ 
European countries concerned, including France, when in Moscow; and it 
had been agreed that the studies described in the paper should go ahead. 
The French Foreign Minister, Monsieur Cheysson, had said that his 
Government had no disagreement of substance with what was proposed. The 
l ift ing of sanctions was a great relief to the British firms affected by 
tbem and a welcome end to what had been a running sore in United States-
European relations. 

2 

CONFIDENTIAL 



CONFIDENTIAL 


Middle Ea 

j
THE FOREIGN AND COMMONWEALTH SECRETARY said that a credibility gap had 


e v ioU  s developed over the Israel i Government's policy of stepping up settlements 

pfe

e W e s trenCe:  ° n  ^ n  Bank. Arab Governments who wished to make progress on the 
b a s ] s

| ,
C ^ ̂ 5th  of President Reagan's peace proposals saw American willingness to take 

0 n c l usio  a c t i o n to put a stop to further Israel i settlements on the West Bank as the n s

lnut  3 ' touchstone by which they would judge the seriousness of President Reagan's e

good intentions. Mr Pym had impressed this point on Mr Shultz in Moscow 
and thought that President Reagan might take some helpful action shortly. 

?kland al

I sUnd  T H  E FOREIGN AND COMMONWEALTH SECRETARY said that another Argentine sponsored s

resolution on the Falkland Islands was about to be adopted, this time by the 
P r e v io U  s Organisation of American States. It contained no surprises, but might 
^ferenr* attract a certain amount of publicity. 
£ ( 8 2 ) 47th 
, n clusi^ T h  e Cabinet 
llr>ut  2e

Took note. 

*AIRS J. THE FOREIGN AND COMMONWEALTH SECRETARY said that the European 
Commission had submitted a paper to the Council of Ministers which 
considered the longer-term problems of Community financing, and indicated 
Possible lines for a solution to the British budget problem for the years 

a ^ t e  rBujj ^0Dnnunity  1982. The paper would be discussed for the f irst time by the 
^ e t Council of Ministers (Foreign Affairs) on Monday 22 November. It proposed C-» ' - »-y — — w . ~ — — - J.W. ^ i - ^ - ^ ^ K J ^ ^ 

Pr . t h  e solution should last for two or possibly three years. It did not ev

l Q u  a sR e f e  s j=°  far as the United Kingdom would wish, but it included a number of 
6 l p f u lC C ( A 2 ? N C E  :  Points from the British point of view. It could provide the basis f 

f r aC0tl ^ 44th °  successful negotiation 
l nut  3  In di e

 n s >
on i t was pointed out that the Commission were now_committed to 

the proposition that the Community's own resources should be increased. 
It was most unfortunate that they should have raised this issue just before 
a General Election because i t implied a further transfer of responsibility 
from member states to the Community. The German position was to some 
extent helpful to the United Kingdom, because they took the line that 
own resources should not be increased until Portugal and Spam joined. 
The rest of the Community tended to argue that it was i l logical for the 
United Kingdom both to be in favour of enlargement and to be opposed to any 
increase in own resources. This was a false argument since the right 
answer was to control the cost of the Common Agricultural Policy. Even so, 
it had to be acknowledged that the chances of persuading the other member 
states to agree with the United Kingdom on this point were slim. 

Son 
t i e s M I N I S T E  RP °Uc  °F AGRICULTURE, FISHERIES AND FOOD reported that intensive 

I S C u s  s i o n  s were going on between the Danish Government and the Commission. 
e a r e c *^evio  a P P  

^f
 D  that the Commission were putting very strong pressure on the 

U s anes to settle this week in order to avoid embarrassment at their bilateral er

C c ( 8 2 ) n C e :  S  W * " t n t h  ec  United Kingdom on 22 November and at the European Council in 
^ 8 t h 0 p enhagen at the beginning of December. The danger was that the 

it̂ te l 0 t l s > ^n^-ssion would start looking for further concessions which the Danes could 
Present at home as just i f icat ion for acceptance of the package. The 

nister was pressing for a further meeting of the Council of Ministers 
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(Fisheries) before the European Council in order to' show that the other nin 
member states were united in opposing any further concessions to Denmark. 
An interview which he had given for Danish television had provided him with 
a timely opportunity for getting this message across direct to Danish publi 
opinion. 

In discussion it was agreed that no further concessions should be made. 
Any further concessions would risk the loss of the support of the United 
Kingdom industry. This message had been passed to the Danish government 
through a number of channels, and it was to be hoped that they would now 
come to terms with the real i ty of their position. 

S ° U n c i l of 
^isters T H  E CHANCELLOR OF THE EXCHEQUER said that the Finance Council had considere 

an°mics  Commission proposal to extend the New Community Instrument (which gave 
^ o m m i s s^ finance) i °  n powers to borrow money for on-lending within the Community 

n a  u s t r i aNovember  ^ - l purposes). No decision had been reached. The new Dutch 
Finance Minister had launched a powerful attack on French protectionist 
Policies. The French Minister had rather disarmingly replied that France 
was as worried about this development as any and had invited his colleagues 
to make a clean breast of their countries' protective devices also. This 
exchange had led to the recommendation for a Council meeting devoted to 
completing the Common Market which had been endorsed the following day by 
the so-called "Jumbo Council". 

(j>  s ter  i n  e Jumbo Council had had a prolonged discussion which had ended with s

p.c°noitiiCs

 C o n c l u s i o n s that were entirely consistent with United Kingdom policy, 
^C  e andSo  s t r e s s i n g as they did the central importance of controlling public expendic 

Ajj l a l ture and public sector deficits and of continuing the fight against 
6 ^ l t s ^'  l n  f l a t i o n , while at the same time recognising the need to put in place 

°Vember Policies to deal with unemployment so long as they did not increase costs. 
Whereas previously there had been quite serious disagreement within the 
Community on these points, now only the Greek government was out of l ine. 

T H E SECRETARY OF STATE FOR EMPLOYMENT agreed that the meeting of the "Jumbo 
Council" had been useful. Its conclusions made plain the absurdity of the 
. o u  r Party's policies for combating unemployment by a massive increase 
^ n public spending. A further useful result had been the agreement to 

old a special session of the Council devoted to the completion of the 
oinmon Market: this would provide opportunities for United Kingdom 

representatives to press for the elimination of barriers to British trade 
with the Community and for l iberalisation on insurance and air services. 

4 

CONFIDENTIAL 



CONFIDENTIAL 


4. THE SECRETARY OF STATE FOR SOCIAL SERVICES said that the Council of 
the Royal College of Nursing (RCN) had recommended the Government's 
latest pay offer to the membership on the basis that i t was the best that 
could be achieved; and that a two-year pay agreement, which the 
Government had offered, would allow the RCN to concentrate i ts resources 
on securing satisfactory arrangements for the review body on the pay of 
nurses and related groups, which the Government had also proposed. The 
Health Services Committee of the Trades Union Congress had stated that the 
Government's proposals represented the maximum that could be secured througl 
negotiation; the unions concerned were now consulting their members. If 
those consultations had a satisfactory outcome and the unions called off 
their industrial action, the increase in the pay provision for 1983-84 woulc 
be raised from 4 per cent to 4i per cent. Industrial action had already 
been considerably reduced and was mainly confined to a few trouble spots. 
The results of the consultations would not be known for some weeks. 
Meanwhile, i t was important to continue to promote an atmosphere that would 
be conducive to acceptance of the Government's proposals. 

The Cabinet 

1 . Took note. 

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that, after discussion with 
the Minister for Local Government and Environmental Services, Mr King,the 
employers in the water industry had confined their opening pay offer to 
4 Per cent. Despite reports to the contrary, it was not this offer so 
much as the separate decision of the employers to invoke their right of 
unilateral access to arbitration which had angered the trade unions, who 
were now consulting their members on the possibil ity of industrial action. 
It was unlikely that such action would be taken until after Christmas; 
and the unions might have doubts about the willingness of their members to 
take i t in any event. The unions were disputing the decision of the 
employers to propose arbitration, on the grounds that the possibi l i t ies of 
negotiation have not been exhausted and there was not therefore as yet a 
technical failure to reach agreement; the right of unilateral access 
seemed to be clear. 

The Cabinet 

2. Took note. 
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5. THE CHANCELLOR OF THE EXCHEQUER said that in the past few days the 
value of the pound had fallen by about 3 per cent against the United States 
dollar and about A per cent against the deutschemark and other currencies. 
The immediate cause had probably been the decision of the Indonesian 
Government to reduce the price of its o i l : this had given rise to doubts 
about the future o i l income of the United Kingdom and hence about its 
balance of payments prospects. There was also some anxiety in the markets 
that the Government was so concerned to reduce interest rates that i t 
might unduly relax monetary and f iscal disciplines: this anxiety might 
have been reinforced by misunderstanding of recent announcements on public 
expenditure. In public comment, Ministers should stress the Government's 
determination to maintain its essential policies and not to over-react to 
short-term fluctuations. They should also avoid implying that the fiscal 
outlook was such that substantial tax concessions were likely to be made 
in the near future: other considerations apart, the volat i l i ty of the oi l 
and exchange markets made forecasts of revenue very uncertain. 

The Cabinet -

Took note. 

Cabinet Office 

1 8 November 1982 
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1 

' Cabinet were informed of the business to be taken in the House 


of Commons during the following week. 


THE SECRETARY OF STATE FOR INDUSTRY said that he had understood that the 
debate on the steel industry in Government time on Wednesday 1 December 
had been arranged at the request of the Opposition. The Opposition 
spokesman on the industry had, however, expressed surprise to him the 
previous evening that the Government should have made such an arrangement 
before they were in a position to announce long-term decisions on the 
industry. There was nothing he could add during the debate to what he 
had said in his statement on Monday 22 November following the meeting of 
Industry Ministers of the European Community at Elsinore, and he thought 
it doubtful whether there was any point in going ahead with a debate in 
which Ministers would be unable to deal substantively with the criticisms 
which would be made of Government policy on the industry. 

THE PRIME MINISTER, summing up the discussion, said that the debate 
arranged for 1 December came at an inconvenient time for the Government. 
The Opposition had, however, already been notified of the arrangements, 
and it would be di f f icul t to change them now, particularly since there 
was no other business which was suitable for taking on that day. The 
debate would be an opportunity for Ministers to listen to representations 
rather than to make any positive response to them, and it would be 
appropriate for the opening and closing speeches for the Government to be 
made by junior Industry and Scottish Office Ministers. In announcing 
the debate during that afternoon's business statement, the Lord President 
of the Council should seek to make i t clear that it had been arranged at 
the request of the Opposition, but that the Government would have nothing 
new to say. There would in any case have to be a further debate at a 
later stage. 

The Cabinet 

1. Invited the Secretary of State for Industry and the 
Secretary of State for Scotland to select Government 
speakers for the debate on Wednesday 1 December and inform 
the Chief Whip accordingly. 

2  . Invited the Lord President of the Council to handle the 
announcement of the debate in the way indicated in the Prime 
Minister's summing up of their discussion. 

T H  E SECRETARY OF STATE FOR INDUSTRY said that at their meeting on 
3 0 September the Cab inet had agreed to a Bi l l being added to the 

 legislative programme for the current Session to prevent the payment 
. redundancy compensation to c iv i l servants who were offered employment 

W l t h an outside body to which their functions had been transferred with 
n ° worsening of their terms and conditions of employment. A Bi l l for 

 this purpose had now been prepared, but i t had been found to conflict 
 with assurances which had been given to the staff of the National 

n a r i t i m e Institute (NMI), which had been privatised on 1 October. The 
s t a f f f h  NMI, who at present were a l l c iv i l servants employed on Q t e

 S e condment, had been given a written undertaking that if they did not 
want to accept a reasonable offer of employment with the NMI, every 
effort would be made to absorb them within the Civil Service and that, 

1 
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failing that, they would be e l ig ible for ful l redundancy compensation 
under the Principal Civil Service Pension Scheme. To prevent charges 
of bad faith, and the likelihood of large numbers of the staff of the 
NMI ending their secondment, he would have to be in a position to give an 
assurance when the Bi l l was published that notwithstanding its general^ 
provisions the undertaking would be honoured. The simplest, and in his 
view the best, way of dealing with this problem would be for the Bil l to 
be amended either before publication or during i t s Committee Stage to 
exempt pre-existing agreements from i ts provisions. Parliamentary 
Counsel had already drafted a clause for this purpose which, though_in 
practice it would probably apply only to the NMI, would not be hybrid, 
and would not expose Ministers responsible for other privatisations to 
pressure to concede arrangements analogous to those offered to the staff 
of the Institute. The alternative would be to t e l l the staff of the NMI 
that their option to take advantage of the arrangements under the agreemenl 
would have to be exercised before the B i l l received Royal Assent, or to 
offer an assurance that compensation would be paid in appropriate cases 
outside the rules of the Principal Civil Service Pension Scheme. Either 
approach would involve an element of renegotiation and accusations that 
the Government were reneging on their commitment, and he therefore invited 
the Cabinet to agree that the B i l l should be amended on the lines he had 
suggested. 

In discussion, i t was noted that as a result of discussions in the Home 
and Social Affairs Committee and Legislation Committee agreement had been 
reached on arrangements for the Heavy Goods Vehicle Testing Stations and 
the Hydraulics Research Station which would not involve^specific statutory 
provision. If a clause designed to deal exclusively with the NMI were 
brought forward, there could well be pressure for explicit provisions for 
other privatisations. Some anxieties were expressed about the effect of 
the B i l l on the undertakings already given that fu l l redundancy compensa
tion would be paid to staff of the Gibraltar naval dockyard when it was 
transferred to civi l ian use. I t was suggested that_there wasa case for 
extending the Bi l l to cover redundancy arrangements in the National 
Health Service as well as the Civil Service. Any further extension of 
the Bi l l would however make i t more controversial, and delay its_introduc
tion and subsequent progress. If there was any risk that the Bil l could 
not in fact be passed during the current Session, further clauses would 
have to be added to the National Heritage Bi l l to prevent the payment of 
compensation to the c iv i l servants affected by the change in status of the 
various bodies with which i t dealt. 

THE PRIME MINISTER, summing up the discussion, said that i t was clear that a 
number of policy issues which had arisen during the drafting of the Bi l l 
had s t i l l to be resolved. The Bi l l should not be introduced until these 
had been satisfactorily sett led. On the information available to the 
Cabinet, i t did not appear that the B i l l would in practice affect the 
undertakings which had been given in relation to the staff of the 
Gibraltar naval dockyard, but this and other points mentioned in 
discussion should be urgently considered by an interdepartmental meeting 
under Treasury chairmanship. That meeting should, in particular, 
consider both the possibil ity of meeting the commitments given to the 
staff of the NMI by non-legislative means, and the implications for other 
D ePartments of amending the B i l l in the way proposed by the Secretary of 
State for Industry. Any points s t i l l outstanding after that meeting 
should be referred to the Home and Social Affairs Committee for decision. 
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The Cabinet 

3 . Invited the Chancellor of the Exchequer to arrange for 
a meeting under Treasury chairmanship, as indicated in the 
Prime Minister's summing up of their discussion, to consider 
outstanding issues on the Civil Service and Related Bodies 
(Redundancy Compensation) B i l l , and for a report to be 
submitted as necessary to the Home and Social Affairs 
Committee. 

2 . THE FOREIGN AND COMMONWEALTH SECRETARY said that an Arab League 
Delegation headed by King Hassan of Morocco was due to come to London 
the following week, having already visited several European capitals 
as well as Washington. The Delegation was to include a number of Arab 
Foreign Ministers: and the Arabs had now formally proposed the inclusion 
of a senior representative of the Palestine Liberation Organisation (PLO) 
Arab leaders were putting the Government under very strong pressure to 
agree and King Hussein of Jordan had sent the Prime Minister a message of 
unprecedented strength on the subject. The PLO representative had been 
included in the Delegation when i t had been received by President 
Mitterrand of France. The United Kingdom's position on the PLO was that 
it was or had been a terrorist organisation which could not be accorded 
recognition until i t recognised Israel 's right to exist and rejected 
terrorism. In order to avoid the need for an outright rejection of the 
Arabs' request, which would prejudice the part which the United Kingdom 
was playing to achieve a peaceful settlement in the Middle East on the 
basis of President Reagan's proposals, it would be desirable to strike a 
compromise whereby he himself, rather than the Prime Minister, would offer 
to receive the Delegation, including the PLO representative, subject to 
two provisos: that the PLO must reject a l l routes to a Middle East 
settlement other than a peaceful one; and that i t must accept Israel 's 
right to exist on the understanding that Israel would recognise the 
legitimate rights of the Palestinian people. It had to be acknowledged 
that the Delegation might well refuse to come to London on this basis , 
with serious consequences for the United Kingdom's standing in the 
Middle East. But there was no prospect at a l l of i t coming if the 
proposed inclusion of a PLO representative were simply declined. 

THE PRIME MINISTER, summing up a short discussion, said that there could 
be no question of agreeing to receive the Delegation, with PLO membership 
unless the PLO accepted the provisos suggested. The inclusion of a PLO 
representative in an Arab League Delegation which had been received 
earlier in the year by the Minister of State, Foreign and Commonwealth 
Office (Mr Hurd) had attracted widespread criticism among the 
Government's supporters: but an unconditional rejection by the United 
Kingdom of the Arab League's approach would have damaging consequences 
in the Middle East; and if the PLO agreed expressly to reject terrorism 
it would have become, in ef fect , a different organisation. 

The Cabinet 

1  . Agreed that the response to the Arab League's approach 
should be in the terms suggested by the Foreign and 
Commonwealth Secretary. 
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Sovj 
ct n * 

nion THE FOREIGN AND COMMONWEALTH SECRETARY drew attention to a statement by 
t n e n e wprevi0 ( ) s  First Secretary of the Soviet Communist Party, Mr Andropov, to 

^ e r  t ^ i e  e t^ ^  e cenc  that he was not a unilateralist and that the Soviet people did 
CC(82) i . ' not rely on unilateral disarmament by the West. 
Slusions 

V i t  2 ^ Cabinet e

2. Took note. 

LENITY 
^pAlRS 3. THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that the Prime 


Minister's message to the French Prime Minister, following the Danish 

Prime Minister's v i s i t to London on 22 November, had had the desired 

effect of keeping the French government from contemplating any further 


Fishp . concessions to Denmark. A meeting of the Council of Ministers (Fisheries) 
Mil h a d  b e e n 

arranged for Monday 29 November. The plan was to demonstrate to 
the Danes that their lobbying had had no success in producing new 

frevi concessions and to instruct the Commission to prepare proposals for 
s^ef  national measures to f i l l a possible legal vacuum after 1 January. These ere

e :CC(§2)  £  Proposals would be considered at the next following Fisheries Council on 
î Dclu • December unless the Danes agreed to accept the package on offer in the 

n s >l!,inut  meantime. The Minister had consulted his French, German and Dutch e

colleagues who a l l agreed that i t was essential that the question be 
placed on the agenda of the European Council in Copenhagen, thus exposing 
the Danish government to the maximum embarrassment. If the pressure were 
kept up effectively for another week i t was possible that the Danish 
Prime Minister would announce his acceptance of the package at the 
beginning of the European Council in order to ensure that Council's 
success. 

Scii 
J S t e  T H E(BU rs  CHANCELLOR OF THE EXCHEQUER said that the Budget Council had met to 

e t )ll j ^   consider proposals by the European Parliament to change the draft 1983 
°vembe  b u dget . The matter was important to the United Kingdom because the r

Parliament was also considering at the same time the draft amending 
Budget for 1982 which would provide the money for the refunds to the 
United Kingdom agreed by the Council of Ministers in October. As usual, 

J the European Parliament wanted to increase the provision for the Regional 
and Social Funds. The United Kingdom had given this desire support 
because we were net beneficiaries from these funds. In the end, the 
Council agreed to certain increases by a qualified majority vote, with 
Prance and Belgium voting against. Whether the concessions agreed would 
satisfy the Parliament remained to be seen. There might need to be 
another meeting of the Budget Council in December. 

«ity THE FOREIGN AND COMMONWEALTH SECRETARY reported that the Commission's 
— w ^ w * . i~ u i_i i U U U U U X o o x W Li o 

Paper about the solution to the United Kingdom budget problem for 1983 
> v i  0  u ^ }ater had been discussed briefly at the Council of Ministers (Foreign 

S  t a ^ r sf̂etg ) on 22 November. Most of the comment was hostile to the 
CC ( 82)n?q:

 p O m m i s s i o n '  s ideas but the Council had agreed to set the Committee of 
9th ermanent Representatives to work and had instructed them to report back l t l u te i ° n s >  t h  e m e e t i n° g of the Foreign Affairs Council in January 
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THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported that the evidence 
was now increasing that the French government had signed an agreement with 
the Soviet Government to provide the Soviet Union with large quantities of 
butter and cereals over a three year period. The French Government had 
absolutely no right to do such a thing and, if they persisted in such 
unilateral acts, would undermine the whole basis of the Common 
Agricultural Policy. It was important that, in any discussions with 
members of the European Commission, Ministers should express the United 
Kingdom's indignation and grave concern. 

THE SECRETARY OF STATE FOR INDUSTRY reported that the Informal Meeting of 
Industry Ministers held in Elsinore in Denmark on 18 November had been 
quite satisfactory from the United Kingdom's point of view. Only Italy 
had resisted a consensus that plans for reducing steel capacity i "  a 1  } 
member states had to be rigorously implemented. The European Commission 
had considerable powers for enforcing this policy if they chose to use 
them. The Commission representative had also outlined ideas for improving 
the enforcement of the mandatory production quota arrangements and the 
pricing provisions on the European market. There was now some prospect 
of a firming up of the Community market. On 22 November the Foreign 
Affairs Council had given the Commission a tough mandate for negotiating 
restrictions on imports of steel from third countries. 

In discussion i t was suggested that the Community Steel Policy was unlikely 
to be viable because the Community was trying to increase prices at a time 
of excess supply. The result would be that cut-price steel would be on 
offer and the Community market undermined. On the other hand, it was 
pointed out that the Community policy had been developing quite well until 
the United States action in the spring which had led to the disruption of 
the market. If the latest decisions failed to restore order, then the 
United Kingdom would need to consider taking unilateral action. Such a 
policy would present the Government with a dif f icult choice between 
increased subsidisation of the British Steel Corporation and forcing 
United Kingdom consumers to pay uncompetitive prices for their purchases 
°f steel . 

The Cabinet 

1 . Took note. 

THE SECRETARY OF STATE FOR TRADE said that the Ministerial Meeting of the 
General Agreement on Tariffs and Trade (GATT) in Geneva had opened with a 
wide measure of disagreement among the participants on every issue. _ lhe 
objectives of the participants were quite incompatible. The developing 
world had seen the meeting as an opportunity to dismantle the multi
fibre agreement and the voluntary restrictive arrangements whereas the 
industrialised countries had no intention of doing so. The United States 
wanted to attack the Common Agricultural Policy which the Community 
countries were resolved to defend. The Australians wanted to rol l back 
Protectionist measures in other countries while retaining their excess 
ively high tariff regime themselves. The outcome of the meeting was 
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to be an ambiguously worded statement of good intentions accompanied by 
individual statements of dissent by various participants. It was 
possible that the meeting would agree to studies that could be of value 
to the United Kingdom - for example on the treatment of services - but 
this was not certain. It was clear that none of the GATT provisions 
would be amended as a result of the meeting. 

THE SECRETARY OF STATE FOR TRADE said that the European Community was 
pressing on with its dialogue with Japan under the provisions of 
Article XXIII of the GATT. Reports from Washington indicated that the 
United States Administration had lost patience with Japan and was 
preparing various forms of retaliatory action after the GATT Ministerial 
meeting was over. A figure of $40 bil l ion had been mentioned as the 
prospective United States deficit in trade with Japan. In the end it 
was likely that the Japanese problem would be dealt with by a series of 
bilateral negotiations with the Japanese government. The United Kingdom 
would need to press them hard to increase investment in the United Kingdom 

In a brief discussion i t was suggested that the key to the Japanese 
problem was the under-valuation of the yen. Recent developments in the 
foreign exchange markets had resulted in some correction of this , both 
against the dollar and the pound; but the Japanese authorities should 
be pressed to change their policies so as to faci l i tate inflows into the 
yen. A separate and equally important cause of the Japanes problem was 
the superior design and quality of Japanese goods. 

The Cabinet 

2. Took note. 
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|!!fDL'STRlAL 
,,,FfA]RS A. THE SECRETARY OF STATE FOR EMPLOYMENT said that a] though the pay 

negotiating arrangements in the water industry in England and Wales 

te  gave each side the right of unilateral access to arbitration, and the
r

flay l n d u s t r y employees had invoked this right, they did not specify an arbitral or. 
'^got • The Advisory, Conciliation and Arbitration Service (ACAS) was reluctant 

l a t ions  l o provide arbitration machinery on the grounds that it was empowered to 
a c tr - only when both sides to a dispute had agreed to arbitration. Theev 

s
« 6 f  unions were resisting arbitration, probably with the intention of puttinge r e

:t{%2)  ° e Pressure on the employers to increase their pay offer. He would keep in 
mind the poss ibi l i ty of talking to Mr Lowry, the Chairman of ACAS at an 

^ l u t p 5 / 1 0 " 5 ' appropriate moment. 

The Cabinet 

1• Took note. 

Fltf. , ^SECRETARY OF STATE FOR SOCIAL SERVICES said that the Royal College 
• — • ' - L J U ^ U 1 1 1 , 1 1 . L I U - J 1 w J CJ J. U U I J  I , JJI 

ce  p a y ol Nursing was s t i l l balloting its members on the Government's recent 
te pa  o f fpr - => M ' r . i i «  „ f f  „ v u„j i - _ <- • 

f
Payy offer; a similar

r
 offer had been made to the professions 

uPP] ementary to medicine, who were considering i t . Industrial action 
st f t r ° U 

l n the National Health Service was continuing to decline. Most of the 
l ( 8 ^  n ? e ' U l > 3 o n s appeared to want a settlement, but the situation remained delicate 

4 9 t bPic]
l ^ ^ o n s , The Cabinet 

Took note, 

I m P o  r t s 

THE SECRETARY OF STATE FOR INDUSTRY said that some trade unions were 
attempting to prevent the import of certain consignments of steel from 
Japan and South Africa.  I t was l ikely that the ships involved would be 
diverted to continental ports, where their cargoes could be divided and 
transported to this country by smaller vessels . The Employment Act 
gave persons whose commercial interests were damaged the right to sue 
individuals involved in the blockade. Any such action would be embarrass 
ing for the Government; but the Government had no power to prevent i t . 
Tn general, the Japanese and South Africans had co-operated fully with 
the European Commission in i t s attempts to restrain imports of steel . 
He would discuss with the Secretary of State for Employment whether the 
Government should informally draw this fact to the attention of the trade 
unions. On the other hand, one of the Japanese firms concerned had not 
been co-operative; and  i t was possible that the European Commission might 
decide to take anti-dumping action against i t .  It might therefore be wiser 
for the Government to avoid any intervention. 

The Cabinet 

3 . Took note. 

Cabinet Office 

25 November 1982 
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VFAlRs 1 • The Cabinet were informed of the business to be taken in the House of 

Commons during the following week. 


;OREIGN 

*PFAIRS

 2 - THE FOREIGN AND COMMONWEALTH SECRETARY said that Arab Governments had 
reacted with host i l i ty in rejecting the conditions which the United Kingdom 
had laid down for receiving an Arab League Delegation which would include a 

^ d l  Eas r e Presentative of the Palestine Liberation Organisation. There had beene

fierce Press criticism throughout the Arab world and there were risks of 
^tevious damage to British commercial interests. Action was being taken to avert or 
"efere . contain these risks as far as possible. An immediate problem was how bestn c e  

t 0 a e a^ ( 8 2 ) 5Qtb ^ with King Hassan of Morocco who, as leader of the proposed delegation, 
J^lusion ^ a d taken particular offence. Consideration was being given to the possibil 
'1lnut  2 ' l t  Y  °f sending a special emissary to Morocco,e

G ib r a l  t 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the newly elected Spanish 
P,:evious
^

 Government had announced that a proposal to open the frontier with 
£ eren  Gibraltar to pedestrians would be put to the f i rs t meeting of the newc

C C ( 8 2 ) \V Spanish Cabinet. This meant that the decision had in effect been taken. 
S c i  U s  i

 t h Although  i t would help to take some of the internal pressure off the 
^ut  2 °  n S ' Spanish Government,  i t would not amount to a significant move and woulde

make very l i t t l e difference to Gibraltar. 

In a short discussion i t was noted that the new Spanish Government seemed 
to be staking out hard-line positions on a number of issues. The Foreign 
Minister, Senor Moran, had for example written to the Minister of 
Agriculture, Fisheries and Food demanding that the term "British sherry" 
should no longer be used. This was not a new issue, but the tone of the 
letter was unhelpful. 

F 0 R E I G NC ° J 8 ^  AND COMMONWEALTH SECRETARY said that a statement was to be made 
t t l a tthe  afternoon to Parliament announcing the Government's decision not to 

V e n  et i  0 n b
sign d ConventioConventionn  on e w of e SeSeaa foforr ththe ethe UniteUnited NationNationss on ththe LaLaw of ththe e timtime being 
because of the unacceptable nature of the deep sea mining p r o v i s i o n s . The 
Prospects for obtaining improvements to these provisions in the course of 
;he next two years were not great, but the e f f o r t would be worth making. 

The Cabinet -

Took note. 
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Immunity 
3 * T H EATFaiRs  MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that at the 

meeting of the Council of Ministers (Fisheries) on 29 November there had 

been no further negotiations on a Common Fisheries Policy. Nine member 


°nim0n states had, however, reaffirmed their agreement to the package agreed on 

^ s heri  ^ November. It was noteworthy that for the f i rs t time Denmark had not 
e s

°̂Hcy said that the proposals were unacceptable but had merely asked for more 
time. He had subsequently spoken to the Fisheries Ministers of France, 


^vious Germany, the Netherlands and Ireland, who had a l l agreed that the subject 

"efere . must be discussed at the European Council, and the Germans had pressed the 
n c e  

C C^2) Point particularly strongly in this week's meeting of the Committee of 
? n c lusi 0  n Permanent Representatives in Brussels. The pressure was therefore clearly 
lHut  3 '  0 n Denmark and he was hopeful that the Danish Prime Minister would announce 

M 

e

his acceptance of the package, if not at the European Council then before 
the expiry of the present arrangements at the end of the year. 

THE PRIME MINISTER, summing up a short discussion, said that this subject 
should be discussed further at the meeting being held later in the day to 
prepare for the European Council. It was uncertain whether Denmark would 
be prepared to accept the proposals in the Council, and i t was therefore 
important that the United Kingdom's objective for the meeting should be 
real ist ical ly directed towards pressing for an agreement and, if that failed, 
towards preparing the ground for national measures. 

J  ̂ c i a i 
°U C  y THE SECRETARY OF STATE FOR TRADE said that the Ministerial meeting of the 

p _ General Agreement on Tariffs and Trade (GATT) in Geneva had produced a 
tefV^°Us lengthy and somewhat confused declaration. It did, however, contain a 
CC f

e r ence: number of satisfactory features for the United Kingdom: i t reaffirmed the 
C0 ^ 50th C O i miitment to a liberal trading system; i t preserved our right to take 
Hi  sions S afeguard action; and there were to be studies of trade in services and 

1ut  3 ' between developed and undeveloped countries which would take account of the e

special position of the newly industrialised countries. The area of greatest 
difficulty had proved to be the proposed study of agricultural trade issues, 
and this presented the biggest dangers for the future, since there were 
threats that the United States would take violently disruptive action. It 

W a s  , however, doubtful whether the United States Congress would vote the 
necessary funds. 

THE PRIME MINISTER, summing up a short discussion, said that the Cabinet 
noted the generally satisfactory outcome of the meeting and congratulated 
the Minister for Trade, who had led the United Kingdom delegation. 

eel 
ITIE PRIME MINISTER, summing up a short discussion, said that there was 

^ e i - ° U  s c ° ^  t : ^ n U ^ n  g Pressure on the Government to stop a l l steel imports, including 
C ("(82)n C e :  U n n e l P f u lnot"6  comments from leading Government backbenchers. The Cabinet 
^"0llclu t ^ 1  t b a t^  in  there was to be an announcement that day of further redundancies 

 0° t h < 2^inutU S^"0 n s»  B r*-tish Steel Corporation as part of the plan to get the Corporation 
ad basis and that this , and the continuing g r e a s  e in steel 

manufacturing capacity elsewhere in the world, meant that the pressure was 
iikely to continue. There would be an opportunity when the Secretary of 
State for Industry next dealt with steel in the House to underline 
the measures the Government had taken to protect the steel ^ u s t r y The 
Cabinet agreed that Government spokesmen should, if necessary, refer to the 
^ i t ed Kingdom's separate contacts with the United States immediately prior 
to the conclusion of the Community's agreement witl 
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r n c i i * 	 THE SECRETARY OF STATE FOR THE ENVIRONMENT reported that the Council of 
Ministers (Environment) on 3 December would discuss a proposed regulation 7De

ir°nmen cemb t) to ban the import of products from young harp and hooded seals on trade and 
er 	 moral grounds. It was dif f icult to predict how discussion would proceed, 

but there was considerable public and Parliamentary concern on the subject 
and it was therefore important that the United Kingdom should not be held 
responsible for any breakdown. He had put to colleagues the line he pro
posed the United Kingdom should take; in his view we should be ready to 
propose on conservation grounds a ban on the import of hooded seal products 
and further research to see if there were better methods of culling. If the 
meeting ended in disarray, the United Kingdom should say that we proposed to 
introduce a voluntary moratorium by the United Kingdom industry on trade in 
harp seal products. 

THE SECRETARY OF STATE FOR TRADE said that the proposed line for the meeting 
needed careful examination in view of the possible repercussions with Canada 
where the trade in seal products was the main support for Canadian Indians. 

The Cabinet -

Took	 note. 

ptLAND A. THE SECRETARY OF STATE FOR NORTHERN IRELAND said that he had 
A l R s addressed the Northern Ireland Assembly earlier in the week. His speech 


0 n security, which had made no concessions to demands for more drastic 

action, had nevertheless been politely received. The Members of the 


j ° r th  Assembly appeared to be making a conscious effort to behave responsibly, 

A

e r n

 a n d

j>

^e^and  there was some hope that they would in due course settle down to useful 
Sembly work. At present he would be making no special efforts to induce the 

r ePresentatives of the Social Democratic and Labour Party to take their 

J 4 5 t h T h e  C a b i n e t

Mir,
Conm  

U s i ons 
n sl ^ t  2 > Took note. e
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Ec0N0Mic 

5 T H EAfFAIRs' '  CHANCELLOR OF THE EXCHEQUER said that in the course of the recent 
pressure on the pound the United States dollar exchange rate had at one 

~— point fallen to $1.57. Following the rise in interest rates by Barclays 
y . Bank which had been validated by the monetary authorities and followed in 
S t j  

U e , ° f the market, the pound had subsequently risen to $1.62 and DM4.01. The 
e rUng primary reasons for the pressure had probably been uncertainty about the 

p . price of o i l  , the reaction to the Labour Party's economic proposals, and r

RefV l°U  s speculation in the Press about the Government's commitment to firm monetary 
CC (Ro \ n C e  : a n c ^ f iscal policies. The price of oi l would next be discussed at the 
C ' 49th meeting of oi l producing countries in Vienna on 19 December, at which Saudi 

U s ions, Arabia would be trying to hold the price at $34 a barrel. The outcome of 
e 5 that meeting was, however, uncertain. In public comment, Ministers should 

stress the Government's determination to maintain i ts essential policies 
and should avoid any implication that the Government were preparing to 
relax financial disciplines. 

The Cabinet 

1. Took note. 

J'terngj.̂  
° n e tar  T H  E CHANCELLOR OF THE EXCHEQUER said that good progress was being made in F y

Urid discussions among the industrialised countries towards agreement to an 
early enlargement in International Monetary Fund quotas. Further progress 
w as expected to be made at the informal meeting of the Finance Ministers 
and Central Bank Presidents of the United States, the United Kingdom, 
France, Japan and Germany - the "Group of Five" - on 9 December, which he 
would be attending, and at a subsequent meeting of the "Group of Ten", 
discussions with the developing countries would follow shortly after that. 
The progress that had been achieved owed much to the experience, ski l l and 
hard work of Sir Kenneth Couzens, who was leading the British contribution 
to these discussions at of f ic ia l level. 

The Cabinet 

2. Took note. 

D - THE SECRETARY OF STATE FOR EMPLOYMENT said that he had now ensured that 
ljat "*  ^ r E o wry, the Chairman of the Advisory, Conciliation and Arbitration 
I^6* Service (ACAS), was aware that the Government would be happy for 
favU S t r  t h e W a t e ry  industry pay dispute to go to arbitration. Although ACAS was 

l  ̂ g Q j . . Powered to provide arbitration machinery only with the agreement of both 
^ i a e:i°ns s  , it was arguable that the trade unions had in effect already so 1 S S  i t : w a sl a t i ons '  arguable that the trade unions had in effect already s 

b y
, 8 e e dH .  , j  virtue of their being parties to an agreement in the water e v lo U  s -̂ndustry which provided for unilateral access to arbitration. The trade V V 1 f 

C c (82^ n C e : i 0  " shi " n .  were, however, complaining that the scope for negotiation had not 
yet K — — ° *• "»»» 

e nNC} °th t r y d  adequately explored. There was to be a meeting on 5 December to a n^ni,.-Usi°ns  resolve the impasse. <ut ^ »e

The Cabinet -

Took note. 

CONFIDENTIAL 




CONFIDENTIAL 


7  . The Cabinet considered a memorandum by the Secretary of the Cabinet 
( C ( 8 2 ) 3 9  ) reporting the conclusions of the Sub-Committee on 
Telecommunications Policy of the Ministerial Committee on Economic Strategy 
(E(TP)) on cable policy and, in particular, on what might be said by 
Government spokesmen in the debate on cable policy in the House of Commons 
later that day. 

THE HOME SECRETARY said that when he spoke in the debate he intended to 
concentrate on broadcasting aspects. The development of cable systems was 
inevitable, and it was therefore desirable that the development should take 
place acceptably and successfully. Some regulation would be necessary and 
desirable; but he accepted the view that it would be important that develop 
ment should not be inhibited by unduly close regulation. The majority of 
the population would not, however, receive cable services for many years; 
and it was necessary to safeguard public service broadcasting. He intended 
to announce the following broad policy decisions in the debate 

a. that the Government for the most part accepted the 
recommendations in the Report of the Inquiry into Cable Expansion 
and Broadcasting Policy under the chairmanship of Lord Hunt of 
Tanworth, including certain safeguards for public service 
broadcasting, although some aspects would need further consideration; 

b. that a new Statutory cable authority, other than the 
Independent Broadcasting Authority, would need to be established 
to award franchises and exercise oversight over programmes and 
other services, with a light regulatory hand; 

c that, although legis lat ion would not be feasible within the 
current Session of Parliament, a White Paper would be issued in 
the early part of next year setting out proposals for legislation; 
this White Paper would take into account the recommendations of the 
Technical Working Group on Cable Standards established by the 
Department of Industry; 

l 

d. that the Government would welcome the views of Parliament 
on the steps which might be taken in advance of legislation, 
including the setting up of an Advisory Committee as a shadow cable 
authority; if Parliament reacted favourably, a proposal to this 
effect might be included in the White Paper for subsequent 
endorsement by Parliament. 

The proposal for action in advance of legislation might give rise to some 
contention. It would entail the use by himself and the Secretary of State 
for Industry of existing statutory powers to licence some new systems. If 
this course were to be adopted, it would be important that it should have 
the approval of Parliament. I t would be undesirable for Ministers to do 
this without independent advice and expertise from an outside body; but 
some difficulty might be seen about entrusting such a task to an outside 
body, even on an advisory basis , in advance of legislation. He would 
accordingly put the proposition in suitably tentative terms. 
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On other matters, he would avoid expressing a definite view. He would 
draw attention to the dif f icult ies of maintaining standards of taste and 
decency without imposing an unduly restr ict ive regulatory^regime; in tins 
context he would express scepticism about the suggestion in the Hunt Report 
for installing locking devices which were intended to prevent children from 
viewing adult material without parental consent. He would leave open the 
question of 'pay per view': the British Broadcasting Corporation was 
strongly opposed to this, and it was important to say nothing which might 
prejudice the willingness of the Corporation to join in direct broadcasting 
by sate l l i te , on which a decision was due shortly. It would in any event 
be necessary to ensure that cable companies could not acquire exclusive 
rights to televise major national events. It was not necessary at this 
stage to reach decisions on the d i f f icul t questions of restrictions on the 
amount of programme material from outside the European Community which^ 
could be used by cable broadcasters; and whether there should be any limit 
on advertising by cable broadcasters. 

THE SECRETARY OF STATE FOR INDUSTRY said that it was necessary to decide 
the relation between cable systems and other telecommunications networks. 
British Telecom (BT) and the Mercury consortium had asked to be given 
'common carrier status' - in ef fect , a monopoly over the provision of 
cable systems, although not over programme material. This was not 
acceptable. It would be right, however, to give BT and Mercury exclusive 
rights to provide links between areas and to provide voice telephony. 
BT and Mercury should also be free to compete for the roles of sub
contractor, cable provider or, in association with others, cable operator. 
The choice of cable network, design, and so on should be left primarily 
to the market; but ducts for new systems should be required to be suitable 
for eventual installation of 'switched-star' systems; and some incentives, 
particularly longer licence periods, should be granted for the installation 
of more advanced systems. The report of the Technical Working Group^ 
on Cable Standards under Dr Eden's chairmanship, which was expected in 
March, would also be important to potential investors. 

In discussion, the following main points were made 

a. There would be a dif f icult balance to be struck between 
avoiding unduly restrictive regulation and maintaining proper 
standards of taste and decency in the material broadcast by cable. 
It was arguable that the existing television channels did not pay 
sufficient regard to those standards, and that changes should be 
made in current and future regulatory regimes to deal with this. 
The Government's proposal for a new statutory authority should, 
however, provide reassurance. It might also be necessary to 
clarify the law on obscenity, but i t would not be easy to secure 
Parliamentary approval for new legis lat ion in this f ie ld . 

b. It was highly desirable to keep up the momentum of development 
of cable systems; this was a strong argument in favour of licensing 
new systems under existing statutory powers before the creation of 
new regulatory machinery. On the other hand, Parliament might be 
unwilling to accept that Ministers should, in effect , have direct 
control of part of the broadcasting media. Moreover,^such direct 
control would expose Ministers to questioning in Parliament about 
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the details of individual programmes. Although the Opposition was 
l ikely to crit ic ise much of what the Government would propose, it 
was possible that the issue of a White Paper on the lines suggested 
in discussion would allow some measure of agreement between the 
pol i t ical parties to emerge. It was desirable to find and demonstrate 
as much common ground as possible between the main polit ical parties: 
this would give greater confidence to prospective investors in 
cable systems. 

c. Though the spread of cable systems would be gradual, and some 
parts of the population were unlikely to have access to them for 
many years, many new job opportunities would be provided by cable 
systems, and the services other than broadcasting which they would 
offer . 

THE PRIME MINISTER, summing up the discussion, said that the Cabinet 
endorsed the recommendations of E(TP), as described in C(82) 39, and 
agreed that Government spokesmen in the debate later that day should 
speak on the lines indicated by the Home Secretary and the Secretary of 
State for Industry. She would consider what arrangements should be made 
for resolving the issues which E(TP) had left undecided, and for 
preparing the White Paper on cable systems which it was intended to 
issue in the f irst few months of 1983. 

The Cabinet -

Took note, with approval, of the Prime Minister's summing up 

of their discussion. 


Cabinet Office 

2 December 1982 
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T n e C a l , ] n e t'FAIrs  were informed of the business to be taken in the House of 
Commons during the following week. The House would rise for the Christmas 
Adjournment on Thursday 23 December and return on Monday 17 January 1983. 

linn 
g r a t i o n*Ul  THE HOME SECRETARY said that the new Immigration Rules were to be debated e 

m the House of Commons on Wednesday 15 December. Those Conservative 
'> revi0 U s Members who continued to oppose the new Rules in their present form did so 

e  r e a s o n sh!̂ *ence«  opposite to those of the Labour Party, whose home affairs 
^ 2  ) 47 ,̂ spokesman was now claiming, almost certainly wrongly, that the Rules would 
p*Clv,8£0 lead to a reduction in the number of new immigrants. If the Rules were 

S '  nlImt  i °  t approved, a new version would have to be brought forward, which would 

no doubt be opposed by a different group of Government supporters. A 

situation might then arise in which the Government would be able to carry 

Rules only in a form approved by the Opposition. 


e

The Cabinet 

1. Took note. 

on ,.,e P a P e r I.the  ^ C THE SECRETARY OF STATE FOR DEFENCE said that he would be making a 
t^S S°n  s of Parliamentary statement in the following week to accompany the publication 
U] P a l l c land  W n : ' - t e P a P e r  o n t n° f e lessons of the Falkland Islands campaign. Orders 
Caarids  rnds f^r four naval ships, of which three would be to replace ships~  lost —"  during  — — -~r

r

"atnPaigri the Falkland Islands campaign and the fourth would be part of the normal 
shipbuilding programme, would be placed with different yards of British 
Shipbuilders. There was pressure for the order for a further ship, to 
replace the other ship that had been lost in the South Atlantic, to be 
Placed with Cammell Laird, in order to protect the employment position on 
Merseyside. There were also sound reasons of defence policy for preserving 
Cammell Laird as a viable concern. But it was expected that an order from 
the British Gas Corporation (BGC) for a new dril l ing rig would go to 
Cammell Laird, and if it did there would be no redundancies in the yard for 
the next year or more. There would then be a strong case for putting out 
the order for competitive tenders from both Cammell Laird and Vosper 
Thorneycroft, who were also in need of new work. It would be helpful for 
the position on the new BGC rig to be confirmed before he made his 
statement. 

THE PRIME MINISTER, summing up a short discussion, said that the placing 
of the order for the last replacement ship might well go to Cammell Laird 
if their bid was competitive, but acceptance of an uncompetitive tender^ 
could not be justif ied solely on the grounds of the unemployment situation 
in Merseyside. Confirmation of the position on the BGC rig should be 
sought from British Shipbuilders before the Secretary of State for Defence 
made his statement. 

The Cabinet 

2. Invited the Secretary of State for Industry to seek 
confirmation from the Chairman of British Shipbuilders that the 
order for the new British Gas Corporation's dri l l ing rig would 
be placed with Cammell Laird, and to inform the Secretary of 
State for Defence accordingly. 
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t a t u!	 s and 
l e  T H E C H 1 E F of  SECRETARY, TREASURY, said that discussions had been continuing 

^niptroii G over a considerable period with Mr Edward du Cann MP and Mr Joel Barnett MP, 
a  3 S r e P r e s e n t a tnd	 Audit^ i v e  s of the Public Accounts Committee (PAC) , about their 
^neral * proposals for changing the status and extending the role of the Comptroller 

and Auditor General. The representatives of the PAC had not been willing 
to accept the Government's suggestions for more limited changes, and were 
now strongly supporting the Private Member's Bil l introduced by 
Mr Norman St John Stevas MP, who had drawn second place in the ballot for 
Private Members' B i l l s . The Bill was designed to implement all the PAC's 
recommendations. The Chancellor of the Exchequer intended to bring a 
memorandum before the Cabinet the following week dealing, in particular, 
with the status, independence, method of appointment, and scope of the 
responsibilities of the Comptroller and Auditor General. In the meantime 
a meeting was being arranged between the Chancellor of the Exchequer, the 
Lord President of the Council, and the sponsors of the Bil l to try to 
identify more clearly the points of agreement and potential confl ict . The 
Bill had wide and influential Parliamentary support, and it was unlikely 
that the Government would be able to defeat it on Second Reading. The 
Government might eventually have to go further than they had originally 
contemplated to meet the wishes of the PAC. 

THE PRIME MINISTER, summing up a short discussion, said that the apparent 
intention of the Bi l l was to extend the Comptroller and Auditor General's 
Powers and to make them cover any organisation in receipt of Government 
funds. This would inevitably lead to more centralised accounting procedures 
m Government Departments and the nationalised industries, would require a 
large increase in the staff of Departments, as well as in the staff of the 
Exchequer and Audit Department, and would seriously disrupt the movement 
towards more commercial accounting procedures which the Government had 
sought to encourage wherever possible. The Cabinet would have to consider 
the handling of the Bi l l very carefully in the light of the further 
discussions with i ts sponsors which had been arranged, and of the paper to 
be circulated by the Chancellor of the Exchequer. 

The Cabinet 

3 . Agreed to resume their discussion of the Bil l introduced 
by Mr Norman St John-Stevas at a later meeting. 

D  2 T H E S E C R E T A R Y  0 FP̂A '	  STATE FOR NORTHERN IRELAND said that, although the 
 IRS bomb which had exploded at a discotheque in Ballykelly, County Londonderry, s

nL.  °  6 December had been relatively small, it had brought down a heavy 
bji	 e l ly  c°ncrete ceiling which appeared to have caused most of the deaths and 

^utrag  serious injuries to the soldiers and other young people present. The bar e
j o I — I — « • ™"_ 

where the incident had occurred was just outside the army barracks in 
Ballykelly, and was much frequented by the soldiers, who had been encouraged 
to mix with the local population, since the recent improvement m the 
security position in the Province. It was hard in these circumstances to 
s ay that there had been any negligence in security, but security procedures 
would clearly have to be reviewed. The incident had inevitably become 
linked with the invitation extended by the Greater London Council to 
members of the Provisional Sinn Fein to v i s i t London. The serving by the 
Home Secretary of exclusion orders under the Prevention of Terrorism Act 
°n three of i ts members would be claimed by Sinn Fein as a moral 
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victory, and was being distorted by some Official Unionists and others as 
a tacit .admission that the Government applied different standards to the 
prevention of terrorism in London from those applied in the Province; but 
he was convinced that after the Ballykelly incident no other action was 
possible. Meanwhile, a dispute had arisen in the new Northern Ireland Assembly 
because of complaints by the Official Unionists about the appointment of 
Chairmen of Committees by the Assembly Speaker. 

THE HOME SECRETARY said that the Prevention of Terrorism Act, which had 
been passed by a Labour Administration when the present Leader of the Social 
Democratic Party was Home Secretary, gave him powers to exclude from Great 
Britain on the application of a Chief Constable any person who there was 
reason to believe had been concerned in the commission, preparation or 
instigation of acts of terrorism. There was no doubt that Mr Adams, 
Mr Morrison and Mr McGuiness, the three members of Sinn Fein against whom 
he had made orders, fe l l firmly within this description. Not to have 
exercised his powers in this case would have conflicted with the very 
strong advice which he had received not only from the Commissioner of 
Police of the Metropolis, but also from the Royal Ulster Constabulary, and 
would have called in question the continued use of the provisions of the 
Act. He did not think that it would have been right to delay making the 
orders until the Leader of the Greater London Council had decided whether 
to withdraw the invitation voluntarily following the Ballykelly incident. 
He did not intend to comment on his decison in the Press or on radio or 
television, but he would deal with any Parliamentary criticisms by resting 
firmly on the fact that the situation which had arisen was precisely of the 
kind envisaged by the Prevention of Terrorism Act, and that it would have 
been irresponsible in those circumstances not to have used the powers 
which it conferred. He would carefully avoid any suggestion that the 
exclusion had been imposed because of fears of disorder in London; that 
would wrongly imply that the Metropolitan Police were not capable of 
dealing adequately with any disturbances which might have arisen. It 
followed from that that, if the other two members of the proposed 
Provisional Sinn Fein delegation, Mr Carron and Mr McAllister, sought to 
enter Great Britain, they would not be excluded, since there was no reason 
to believe that they had been involved in the commission, preparation or 
instigation of acts of terrorism. 

The Cabinet -

Unanimously supported the decision taken by the Home Secretary, 

and congratulated him upon his action in the matter. 
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IS • 3. THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE (MR HURD), said 
that in a raid by South African forces on the capital of Lesotho early that 

%t  h  4  morning between 30 and 35 people had been ki l led. The South African r


A f r i c 
  a Government claimed that those kil led were African National Congress guerrillas 
tevi  the Lesotho Government maintained that they were refugees. The Lesotho High n

ff ° U  S Commissioner would be seeing the Minister of State, Foreign and Commonwealth 
hi) IV Office, Mr Onslow, later that morning. It would be necessary for the United 
k l i • Kingdom publicly to condemn South Africa's infringement of Lesotho s 
^uteS2°n S' S O v e r e ignty and to deplore the loss of l i f e , and to make a formal protest to 

the South African Government. 

3 s  t THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that action was 
r*vi0„  being taken to defuse the sharp reaction of the Arab Governments concerned to 
Kete"! breakdown of the arrangements for the projected v i s i t to London by an 

o

 A r a bWl) I V  League delegation headed by King Hassan of Morocco. There was as yet no 
tN u J  l s   firm evidence of injury to British commercial interests, although threatening 

plUt noises were being made. There was to be a routine meeting of the Arab e

Boycott Committee early next week. Although there was no indication that 
Proposals would be made on that occasion for action against the United 
Kingdom, such meetings were unpredictable and liable to get out of hand. 
Meanwhile Lord Chalfont, accompanied by a senior Foreign and Commonwealth 
Office o f f i c ia l , had gone to Morocco with an oral message to the King from 
the Prime Minister. Lord Chalfont was a personal friend of King Hassan and 
was optimistic that the King would receive him expeditiously. It was hoped 
that the delivery of the message would allay the King's sense of personal 
grievance. The Prime Minister had also sent a message to King Fahd of Saudi 
Arabia which would be delivered in Riyadh on 11 December. In delivering the 
message HM Ambassador would propose a v is i t to Saudi Arabia by the Foreign _ 
and Commonwealth Secretary early in January. Contact was also being made with 
the Secretary General of the Arab League with a view to inviting him to 
London. Ideas to be explored in discussion with Arab leaders included the 
Possibility of inviting a party of Palestinian Mayors (who would not be 
officials of the Palestine Liberation Organisation (PLO)) to London, to be 
followed by a v i s i t from the Arab League delegation without PLO membership; 
the inclusion of one of the Mayors in the delegation; or agreeing to the 
inclusion of a PLO representative in the delegation on the understanding that 
it would be received in London only at Minister of State level. 

THE SECRETARY OF STATE FOR TRADE said that the impact on British trading 
interests would require careful monitoring. The United Kingdom's trade with 
Arab countries was worth £5* bi l l ion in the current year, which represented a 
16 per cent increase. This included a surplus of £2 bi l l ion on vis ible 
account and £400 million on invisible account. A v i s i t to the area by the 
Foreign and Commonwealth Secretary in January, to be followed by his own 
v i s i  t in February, would help to demonstrate the United Kingdom s continuing 
interest in the Arab world. 
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F*«i t* THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that the new 

vious Spanish Government had now decided to open the border with Gibraltar to 


T e r e n c e  - Pedestrians. The economic benefits of this partial opening would go to Spain 
Cc(82) 5jV rather than Gibraltar, and it did not amount to implementation of the Lisbon 
Illusion Agreement, though it was a gesture for which the Spanish Government had 
Ilrmte 2 '  s°ught no quid pro quo. The Foreign and Commonwealth Secretary would be 

seeing the Spanish Foreign Minister, Senor Moran, the following day and would. 
press for the complete l i f t ing of a l l travel restrict ions. 

t a te  T H E MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that the vote by s

the United States House of Representatives to deny the Administration funds 
r}fevious  ^ o  the production of MX missiles created problems for the British Government, 

e
 

e
 * f r e n c  - Particularly in view of the Opposition's host i l i ty to President Reagan's 
^9th Proposals. Although the vote in the House of Representatives was a greater 

n c lusi 0  n defeat for President Reagan than had been expected, i t was only the beginning 
l1i)t  2 ' °f a long argument and the Senate could be expected to take a more positive 
?

e

v iew. Meanwhile research and development should continue, and there was some 
hope that serious dislocation of the production programme could be avoided. 
There was in any case no need for the British Government to commit i tself 
specifically to support for the MX system as such or the related concept of 
dense pack" deployment. What mattered was the United States Government's 

overall decision to modernise the strategic nuclear triad, which was clearly 
right. 

The Cabinet -

Took note. 

AIRS THE PRIME MINISTER said that the European Council in Copenhagen had been 
L  a b l  y chaired by the Danish Prime Minister, Mr Schluter. Two current topics 
* % P e a t l W e  r e of special interest to the United Kingdom, fish and the budget. On fish, 
ki C :U t n  e Danish Prime Minister had said that he could not accept the package on the 

Member t a b l e and had asked for further clarif icat ion. By this he seemed to mean one 
°r two concessions outside the package; i t was not clear what they were. The 
Prime Minister had made it clear that negotiations on the package itself had 
come to an end and Mr Schluter appeared to accept that. No progress had been 
made on the budget issue, and President Mitterrand of the French Republic had 
told the press that the United Kingdom was asking for more money as usual, 
which was not helpful. The matter had now been remitted to the Foreign 
Affairs Council and, if they failed to produce a solution, the next meeting of 
the European Council in March would be dominated by the budget problem. This 
would be unfortunate but might well prove unavoidable. If lasting solutions 
could be found to the problems of fish and the budget, a great deal of the 
anti-Community feeling in the United Kingdom would go away. 

n̂ the discussion of the economic and social situation, the European Council 
ad endorsed the conclusions reached by the Joint Council of Finance, 
conomics and Employment Ministers. There was common concern at the absence 

°f free trade within the Community. Every country had a l i s t of barriers 
e r ected against i ts exports by every other Community country. A special 
meeting of the Council of Ministers was proposed to try to reduce these. In 
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the discussion of enlargement the Prime Minister had called attention to the 
imbalance in the arrangements governing the trade between the Community and 
Spain. This issue would be followed up at the December Foreign Affairs 
Council. In the discussion of foreign affairs, it had been pointed out that, 
as Poland had crushed Solidarity, it could not be said that the conditions for 
lifting sanctions against the Soviet Union had been met. 

In general the Prime Minister considered that this had been one of the most 
constructive European Councils that she had attended. 

Son 
T H  E M I N I S T E Rl s l>eri  OF AGRICULTURE, FISHERIES AND FOOD said that a meeting of senior 

I °1 i cy officials had been held in Brussels on 6 December to consider national 
measures in the absence of an agreement on the Common Fisheries Policy by the 

p e s

 t n e
 e x ) <K ôus ^  °f  year. The Danish off ic ial had taken the line that from 1 January, 

t n e^e renC e.  ' n  absence of agreement, Danish boats could fish where they liked. Ar 

f 2) 5^' further meeting had been arranged for 16 December at which it was hoped that 
t b e[g lusion  Commission would make it quite clear to the Danes that, in the absence of 

'Hutg ^ ' agreement, effective national measures excluding Danish vessels would be 
implemented by the other nine member states with the Commission's approval. 

T H E M I N I S T E R  o p' o !C ultural  AGRICULTURE, FISHERIES AND FOOD said that the Commission had 
a°Uc  failed to reach agreement on its recommendations for agricultural prices iny

1983-84. This meant that it was unlikely that any proposals from the 
Commission would be presented before January. 

ltter-and T H  E MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported that the French and 
t^°rts  t 0 Irish delegations had blocked the formal adoption of the regulation 

Si S 0 v i  - implementing the agreement on New Zealand butter ^ ^ a i a n  d that they would 
onV l 6  t Government had told the Deputy Prime Minister of New Z^land^hat y 

continue to block the regulation until the Community was commit 
secure and substantial quota of butter sales to Russia = * 
unwarranted, attempt„ by Francer ,  ttoo renegrenegee  a , ana„  on  commitment,  tneie 
major row at the Agricultural Council on 13-14 Dec. 

k a n r P

jln8d0tn THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE (MR HURD) , said that 
t h e r eESi f  was a risk that the agreement to pay the United Kingdom its refunds for 

"82  r ° r  i 9 8  December would be frustrated by the action of the2  b e f o r e t h e e n d  o f

European Parliament, who were showing signs of wishing to attach conditions to 
their agreement which would prove unacceptable to the Council of Ministers. 
Everything possible was being done to put pressure on the Members of the 
European Parliament. There might need to be a further meeting of the Budget 
Council in Strasbourg next week. 

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that the proposal for an 
import ban on products made from seals had aroused considerable public 
l r i terest. He was grateful to the other Departments concerned for agreement to 
a realistic brief for the Parliamentary Under Secretary of State, Department 
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of the Environment, who had represented the United Kingdom at the meeting ot 
the Environment Council on 3 December. No agreement had been reached and 
another meeting was planned for the following week. Meanwhile, the United 
Kingdom industry had introduced a voluntary ban on imports of these products; 
but this had not pleased a l l the conservationists, some of whom were 
crit icising the Government for acquiescing in action which diverted attention 
from the need, as they saw i t , to secure a mandatory ban imposed by the whole 
Community. 

T R I A L 
5 - THE SECRETARY OF STATE FOR SOCIAL SERVICES said that the results of the 
Royal College of Nursing's ballot were expected by Wednesday 15 December. 

r h a t c o uetion i l  d be followed by important developments; no significant events were a

ealth expected to occur before then. 

C 5 0 t h 

V B°ard 

i a t ^ns 

G "5 5 

THE SECRETARY OF STATE FOR ENERGY said that the President of the National 
Union of Mineworkers, Mr Arthur Scargil l , having failed to obtain the 
endorsement of the majority of his members for a national strike in the coal
mining industry over pay and pit closures, was now seeking to stir up 
industrial action in the Welsh coalmines, in the hope that it would spread to 
the rest of the country. The National Coal Board (NCB) were at present 
reasonably relaxed. Their strategy would be to seek to keep activity going in 
the English coalmines if industrial action occurred in Wales, and they were not 
unhopeful of succeeding. 

Of THE SECRETARY OF STATE FOR THE ENVIRONMENT said that the NCB had now submitted -::\ 
an application to Leicestershire County Council for a new coalmine at 
Ashfordby in Leicestershire. He had asked the Leicestershire County Council 
not to take any action on the application while he considered whether to call 
it in. It would be important that the NCB's proposals for spoil disposal 
should be adequate if the development were- to go ahead. \  l !2th 

The Cabinet -

Took note. 

s 
* ; > n 0 N 

6 

: THE PRIME MINISTER said that Sir Derek Rayner had now told her that, in 
view of his increasing commitments to his company, he must ask to be released 
from the leadership of the Unit which bore his name. She had accepted this 
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decision with great regret, and with warm gratitude for what Sir Derek Rayner 
had achieved. Sir Derek Rayner had agreed to continue to be available to 
offer general advice and complete certain tasks which he had undertaken 
personally on behalf of some Departments.. The Rayner Unit would continue to 
operate under the direction of Mr Clive Priestley, who had assisted 
Sir Derek Rayner in the work of the Unit since its inception in May 1979. 

In discussion the Cabinet unanimously endorsed the Prime Minister's regret at 
Sir Derek Rayner's decision, and expressed its gratitude for what he had 
achieved. Working in and through the Civil Service, he had brought about a 
new attitude to management and efficiency; it was a remarkable achievement. 

The Cabinet -

Instructed the Secretary of the Cabinet to convey formally 

to Sir Derek Rayner an expression of the Cabinet's regret 

at his decision to ask to be released from the leadership 

of the Rayner Unit, and its gratitude for a l l that he had 

achieved since the Unit was created. 


Cabinet Office 

9 December 1982 
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FAIRS' ^ 1 • The Cabinet were informed of the business to be taken in the House 
of Commons during the following week, and of the business provisionally 
arranged for the f irs t week after the Christmas Adjournment. 

tidies T H  E H 0 M  E SECRETARY said that, in spite of the most strenuous efforts by 
himself, the Chief Whip, and other Ministers, the Government had been 

^^iou defeated in the House of Commons the previous night in a division against 
"eieren

 t n  e n e  w Immigration Rules, in which a number of Government supporters had 
^(82) 52 ' voted with the Opposition. Fresh Rules would have to be laid within 40 
^°nclusi ^ Parliamentary sitt ing days, but the Rules on which the House had voted 
^tlute i °  n S  ' would s t i l  l come into effect on 1 January 1983 if fresh Rules had not 

been made by then. This meant that the Government had several weeks in 
which to try to formulate new Rules which would command a Parliamentary 
majority. The Opposition spokesman on home affairs had accepted on a 
contingency basis , before the vote, that fresh Rules need not be made 
before 1 January. He would be arranging for the Minister of State, Home 
Office, (Mr Raison) to consult urgently with Conservative Members of 
Parliament who held conflicting views on this issue, in the hope of being 
able to arrive at a formula generally acceptable to the Government's 
supporters. If this proved impossible, he might have to introduce 
revised rules on the lines originally proposed in the White Paper, without 
the changes conceded under pressure from those Conservative Members who 
had voted against the present Rules. The Opposition had indicated that 
they would in that event abstain. It had to be accepted that none of the 
options now under consideration would remove the likelihood of a successful 
challenge under the European Convention on Human Rights. 

THE PRIME MINISTER, summing up a brief discussion, said that the Cabinet 
were deeply appreciative of the efforts made by the Home Secretary and 
the Chief Whip to avert a Government defeat the previous evening, and 
the Home Secretary would have the Cabinet's unanimous backing, in the 
course of action he now proposed to follow. They ful ly accepted that 
nothing more could have been done in the face of the determined opposition 
from the dissenting Conservative Members. There was already considerable 
anger among the Government supporters about the action taken by this small 
minority, but it was of the utmost importance that further damaging 
divisions within the Conservative Party on this issue should be avoided. 
It would be important that those concerned should understand that, if a 
compromise acceptable to a l l Government supporters could not be reached, 
the Government would be compelled to introduce revised Rules on the best 
terms which would command a Parliamentary majority; but that would be 
the least satisfactory outcome. 

The Cabinet -

Took note. 
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2 T 1 1 E
A F F A I R S -  F O R E I G N AND COMMONWEALTH SECRETARY said that action was 

continuing with the object of restoring the United Kingdom's position in 

the Arab world and to contain the damage caused by the breakdown of the 


Middle p arrangements for the v i s i t to London by an Arab League Delegation headed 
a s t by King Hassan of Morocco. There appeared to be no immediate threat to 

Previ0u British commercial interests, but the danger was not yet over and relations 
Ref  with the Arab countries were s t i l l d i f f icul t . Lord Chalfont's mission to e r e n c

^-(82) 5 9 ' King Hassan of Morocco had been successful. The King's personal pique had 
^°ncl  • been allayed and he now wanted to bring the delegation to London in u

MinuteS3°nS' February. But there was no certainty that the delegation would agree to 
come if the Arab wish to include a representative of the Palestine 
Liberation Organisation were refused. Various formulae were now being 
explored by the Foreign and Commonwealth Office. 

L e b  an 0 n 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the Lebanese Foreign 
,. Minister, Dr Elie Salem, on his recent v is i t to London, had stressed the 


e f e r  , symbolic importance for Lebanon of at least token participation by the 

n 

e n c

^(82) 47I1. United Kingdom in the Multinational Force; and it had been agreed that 
t n eC'?nclusi  United Kingdom would contribute a contingent of 80 men for a period 

^nute 2 °  n S  ' °f three months. The intention was that the contingent should be drawn 
from British units serving with the United Nations Forces in Cyprus, and 
this was currently being negotiated with the United Nations authorities. 
No public announcement would be made until agreement had been reached with 
the United Nations. 

fi

V h Africa 
<~a THE FOREIGN AND COMMONWEALTH SECRETARY said that, following the South 

reviou  African raid on the capital of Lesotho, action had been taken as agreed s

^?

„ 6 ^ren C e . Cabinet on 9 December: a formal protest had been made to the South 
C 52rid African Ambassador in London and the United Kingdom had supported the 

n c lus i 0 n  s resolution in the United Nations General Assembly condemning the South 
liut  ^ ' African action. A member of the South African Embassy in London, e

Mr Joseph Klue, had been withdrawn following an approach by the Foreign 
and Commonwealth Office to the Embassy. There was no doubt that Mr Klue 
had been implicated in break-ins at the London headquarters of the South 
West African People's Organisation and elsewhere. It had not been the 
intention to announce that Mr Klue was being withdrawn at British request, 
but the news had leaked to the Press, probably from police sources. 

The Cabinet -

Took note. 
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3 " T H E C H A N C E L L 0 R  0 F T H E' F  a i r s ' 1  EXCHEQUER reported that, in Strasbourg that 
morning, the European Parliament had voted to reject the Amending and 
Supplementary Budget for 1982, which included provision for the payment 

"̂imuni  t 0 United Kingdom of refunds before the end of the year as a charge 
t o  t * i e^dget-^  ^82 budget. This was clearly a very serious matter; but it did 
n o t1982 Rf  necessarily mean that the United Kingdom would fa i l to get the money 

unds by the end of the year in accordance with the agreement reached by the 
PreVj0u Council of Ministers on 26 October. It might be possible to persuade 

e"eferer|S  ^  Commission to transfer the funds into their account in London before 
t n e e n d  t n^(82) 52"  °f e year. The accounting arrangements were such that the 

°̂nclu ' money would automatically be lent to the Government. By coincidence, 
S^iiut  A °  n ' President Thorn of the Commission was in London on a v i s i t , and the e

Chancellor of the Exchequer was arranging to see him to discuss this 
possibi l i ty , and also the further arrangements that would be necessary 
to transfer the money to the Government's account at the latest before 
the end of the financial year 1982-83. 

THE PRIME MINISTER, summing up a short discussion, said that a meeting of 
Ministers should be arranged for the following week to discuss the 
situation created by the European Parliament's vote. In the meantime, if 
she were asked about the matter at Question Time that afternoon, she 
would be bound to say that, if the terms of the agreement on 26 October 
were not fu l f i l l ed , the possibi l i ty of withholding part of the British 
contribution to the Community in order to achieve the .result intended 
by the Council of Ministers would have to be seriously considered. 

?f cte d

r  a ^  THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported that at the 
i M ^ ° r t s to Council of Ministers (Agriculture) on 13 October the French and Irish 
| 0 ? Soviet delegations had refused to agree to the formal approval of the regula

t

l°n tion implementing the agreement on New Zealand butter. The French had 

j, said that they would hold up this regulation until the Commission 


6 v i°us approved the export of 50,000 tonnes of butter to the Soviet Union. 

^ e t e n C e . The eight other member states and the Commission were now putting strong 


! C 2) 5 2 ^ ; pressure on France and Ireland to respect the agreement reached. It was 0

HiC^u8io  technically possible for the Commission to allow New Zealand butter to n

| ute 4 ' come into the Community month by month, but this would be an unsatisfactory 
outcome because it would take the pressure off the French. In the 
meantime there were sufficient stores of New Zealand butter in store to 
maintain supplies to the trade. 

fog ie s T H  E MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported that the 

l c y Commission were having discussions with the Danish Government to see 


what could be done to persuade them to accept the Common Fisheries 
^ f V * ° U s Policy. The Minister had discovered that the President of the 
CCfntet>ce• Commission was thinking of offering a concession at the expense of the 
Si ^2nd United Kingdom. He had been firmly told that this was not possible, 

n o  a g r e e m e n t^ ^ i o n s ^  were reached on the Common Fisheries Policy, Orders 
4 ' Providing for the necessary national measures would be laid before 

Parliament. They would be subject to negative resolution procedure. 

The Cabinet -

Took note. 
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Atrial , . 
PAIRS T H  E SECRETARY OF STATE FOR INDUSTRY said that the finances of the 

_ British Steel Corporation (BSC) had deteriorated in recent months because 
itij;^ °f adverse market trends. Losses were now running at about £7 million a 
eel week. The Chairman of the BSC, Mr MacGregor, had indicated to him that it 

,rPorati would be necessary in the near future to close one of the BSC's five major 
'ture  ° n " integrated steel works if the Corporation was to have a chance of breaking 
;rate  even in 1983-84 : in present circumstances, that one would be Ravenscraig e

in Scotland. He had told Mr MacGregor that, before the BSC decided to 

evi0 u  g close any of the five major works, the Government would need to consider 

f e r e n c e . the situation in all its aspects. Closure would be justif ied if the 


f(82) ^ ' market for steel remained indefinitely at i ts present depressed level . 
| 8lvi8  There were, however, prospects of an improvement, and it would, therefore, 

S b eflute 3 '  wrong to take the irrevocable step of closure. It was also relevant that far more steel-making capacity had recently been closed in the United 
Kingdom than in other Community countries: it was now the turn of others 
to make reductions. He had protested to the Commission about their 
decision in the recent Arbed-Saarstahl case. He accordingly proposed to 
ask the BSC to draw up their new corporate plan on the assumption that al l 
five major integrated sites would remain open; and, in the context of such 
a plan, to prepare a detailed case for the proposed modernisation of the 
hot strip mill at Port Talbot. 

He would make a statement on this basis to the House of Commons on Monday 
20 December. This would make it clear that none of the BSC's works was 
safe from closure forever, but that each depended for its future on 
improved efficiency and the demands of the market; and that the BSC was free 
to take measures, other than major closures, to reduce costs. The state 
ment would not exclude the closure of the 'ingot route' fac i l i ty at 
Ravenscraig, which the BSC was expected to announce in the near future. 
It would not be possible to give detailed figures before the new corporate 
plan had been produced and studied; but he would make i t clear that he 
intended to continue the downward path of public financing for the BSC, 
though not as quickly as previously envisaged. His statement was likely 
to be cri t ic ised both by the Opposition and, on different grounds, by some 
of the Government's supporters; but he was satisfied that the policy of 
avoiding an immediate and irrevocable decision about the level of steel 
making capacity in this country was correct. 

The Cabinet 

1. Took note. 

9lth3  1 THE SECRETARY OF STATE FOR SOCIAL SERVICES said that the ballot by the 

f n C  e Royal College of Nursing had the previous day shown a majority of 84 per 


DiSft cent in favour of accepting the two year pay offer and later that day the 

P U t e Health Services Committee of the Trades Union Congress had also decided 

> 0 u  s in favour of a two year settlement on the basis which the Government had 
previously indicated. The pay negotiations would now be formally 
concluded at meetings of the various Whitley Councils, and the dispute was, 

>  W  n d therefore, at an end. Although the industrial action had undoubtedly 
V 5° n s > damaged the National Health Service, it was satisfactory that a settlement e

had been reached on the basis of pay increases of 6-7 4 per cent for 
1982-83 and 4J per cent for 1983-84. 
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The Cabinet 

2  . Congratulated the Secretary of State for Social Services 
on bringing the National Health Service dispute to such a 
satisfactory conclusion. 

Iter 
I n d , J s try  T H  E S E C R E TARY OF STATE FOR THE ENVIRONMENT said that it seemed likely that a

 3 n t nPCal e trade unions representing the water workers and those representing 
ocal authority manual workers would make no further significant moves in 

Blu j their respective pay negotiations until after Christmas. There had been a

^°rkers' p  reports that the local authority manual workers might be prepared to a

'e6otiati S e  t t l  e for 4i per cent and the water workers for 6 per cent; these figures 
were, however, s t i l l high in relation to the current level of pay increases 
I n m a n/eviou<: y other industrial countries. 

|  82) 5 2 n  d The Cabinet 
l u s i o nH; s 

l r iut  5 ' 3  . Took note. e

THE SECRETARY OF STATE FOR TRADE said that he had spoken to the Chairman 
of Lloyd's and discussed with him the measures which the Committee of 
Lloyd's would be taking to tighten up the supervision of their members' 
act ivi t ies . He was continuing to resist demands for an outside inquiry 
into the affairs of Lloyd's as a whole. He had, however, stressed to the 
Chairman that i t was important for Lloyd's to press ahead with their own 
programme of action and that the Government would wish to be warned as 
soon as possible if any new problems came to l ight . He would be having a 
further meeting with the Chairman early in the New Year. 

The Cabinet 

4 . Took note. 

C^1  B 0 a r  d THE SECRETARY OF STATE FOR ENERGY said that the National Coal Board (NCB) 
s° U r  was about to announce the closure of the Kinneil Colliery in Scotland. e s

li

All those who would be redundant would be offered new jobs at the Longannet 
- - V i ° U s Colliery. Mr Scargil l , the President of the National Union of Mineworkers, 

e fen C e . and Mr McGahey, the Scottish Miners' leader, would nevertheless exploit 
"̂ nd  t ' r 1^ issue with the aim of provoking industrial action, which might 

s ion  c ° incide with similar action in Wales early in the New Year. The NCB were, n s


t e
 5 however, confident at present that miners in the English coalfields would 
resist attempts to draw them into industrial action over pit closures, 

The Cabinet 

5. Took note. 
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5. The Cabinet had before then) a minute dated 15 December from the 
Home Secretary to the Prime Minister reporting the outcome of a meeting 
of the Home and Social Affairs Committee (H) on a proposed scheme for 
interim payments for c iv i l legal aid work. 

THE HOME SECRETARY said that under existing arrangements no payment was 
made to sol ic itors and barristers in c iv i l legal aid cases until the 
cases had been completed and the costs had been duly certif ied, or "taxed". 
At present, £250 million was owing to the profession for work already 
done, and, on average, payment was being made some 2{ years after a legal 
aid certif icate had been issued. H Committee had considered on 
14 December a proposal put forward by the Solicitor General for reducing 
the arrears by a scheme of interim payments, the cost of which would be 
around £80 mill ion, al l of it fall ing in the current financial year. 
This was intended to leave some scope for introducing a longer-term 
scheme from 1983-84 onwards. These proposals had proved unacceptable to 
the Chief Secretary, Treasury, and it had become clear that the issue 
could be resolved only by the Cabinet i t se l f . 

THE LORD CHANCELLOR said that i t was indefensible as a matter of 
commercial prob i ty that the Government should deliberately withhold 
payment for work done. No interest was payable on the outstanding debt, 
and the eventual payments were made in depreciated currency. Young 
lawyers were particularly badly affected by the need to finance the debt 
by raising overdrafts, and there was an increasing reluctance on the part 
of sol ic i tors to establish themselves in inner city areas, where a high 
proportion of c iv i l cases were financed from legal aid. There was 
evidence that many of the best new law graduates were taking salaried 
posts in firms of sol icitors or accountants, rather than, as previously, 
contemplating a career at the Bar. The situation was putting heavy strains 
on the integrity of the profession, on which the administration of justice 
and the maintenance of standards of public conduct depended. The legal 
aid system was mainly administered by the profession, and if their goodwill 
were lost there would be heavy and expensive additional demands on the 
Civil Service. The present arrangements had their origin in the reluctance 
of some sol ic i tors in the past to settle promptly with barristers, but 
that situation was now changing, and it was wrong that the Government 
should be seen to be lagging behind. The scheme put forward by the 
Solicitor General would bring forward into 1982-83 payments which would 
otherwise have been made in later years, but would involve no net extra 
cost, and H Committee had been assured that it would have no repercussions 
on pay negotiations in the National Health Service. The concession agreed 
by the Treasury, under which £3 million would be made available to 
guarantee the payment of 75 per cent of barristers' fees within six months 
of the ending of the case, was derisory. He invited the Cabinet to approve 
the early introduction of a scheme on the lines suggested by the Solicitor 
General, or, fai l ing that, to agree in principle that a scheme for a more 
gradual reduction of the debt should be announced. 

THE CHIEF SECRETARY, TREASURY said that he accepted that long delays in 
making payment for work performed were undesirable in principle. It had, 
however, been the custom of both branches of the profession in privately
funded cases to receive their fees at the end of a case, and he did not 
believe that it would be appropriate for the public sector to take the lead 
now in changing this situation. He saw no evidence of serious recruitment 
°r retention problems in the profession. Although there might be an 
increasing tendency for sol icitors to require staged payments in privately
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funded cases, the Chairman of the Bar Council had said recently that 
t-he practice of "fee with brief" had fallen into disuse. The fees 
charged by the profession no doubt reflected the fact that payments 
were delayed. The cost of c iv i l legal aid bad increased by 88.3 per cent 
over the last two years, and would cost £103 million in 1982-83. He 
did not see how the addition of a further £80 million could be just i f ied. 
This would give the signal that money was available in the current year 
for additional expenditure of a kind other than that already approved 
for capital spending or for projects which would yield definite economic 
benefits. A scheme costing less than £80 million in 1982-83 would lead 
to further expenditure in later years. A similar scheme would probably 
be required in Scotland, and this would generate extra expenditure. He 
was far from satisfied that there was effective control of costs in c ivi l 
legel aid cases, and until there had been a significant improvement he did 
not think that the Government should concede the case for reducing the 
level of arrears in fees. 

In discussion, it was generally accepted that there was a strong case in 
principle for reducing the burden on the profession represented by the 
present arrears of fees. This would be consistent with the Government's 
attitude towards other small businesses. But bringing forward the payment 
of £80 million in fees to members of a profession who were not publicly 
regarded as particularly hard pressed could be very damaging to negotia
tions in other areas, and in pol i t ical terms, unless it were very carefully 
presented. There was a strong, if uninstructed public feeling that legal 
costs were altogether excessive and unreasonable, and no perception that 
lawyers were hard done by. If the financial burden of the arrears were 
to be removed from the profession, the professions should accept that 
there would have to be a thorough examination of the reasonableness of 
legal costs, and of the legal aid fees which would be reasonable for 
them to charge in the altered circumstances, and it would be right to 
expect early and substantial progress towards containing the present 
unacceptable rate of increase in the cost of c iv i l legal aid as a whole. 
Going some way to meet a long-standing grievance of the profession would 
help to secure their further co-operation in the proposals for savings in 
the legal aid scheme which had already been put to them; but it was 
argued that, to make any change publicly defensible, definite improve
ments in the control of legal aid would have to be achieved and the 
reasonableness of legal costs (if they were reasonable) demonstrated by 
independent examination, before any concession on the arrears of fees 
was announced. 

THE PRIME MINISTER, summing up the discussion, said that the Cabinet 
accepted in principle the case for a phased reduction in the outstanding 
arrears of fees in c iv i l cases owed to the legal profession by the Legal 
Aid Fund. This would, however, significantly improve the financial 
position of the profession, and before any announcement was made a 
procedure for examining legal costs and the fees charged by the 
profession should be agreed on. It was also desirable that there should 
be real improvements in containing the cost of c iv i l legal aid as a 
whole in future. H Committee should now urgently consider how a review 
of legal costs and fees might be carried out, and what progress might be 
expected towards an improved control of costs of legal aid, with the 
object of reporting to the Cabinet by the middle of January. Subject to 
a satisfactory scheme being agreed, an addition of about £20 million to 
public expenditure in 1982-83 might be an acceptable cost for implementing 
the f irs t stage of a system of interim payments. No commitment should be 
given to the profession until further consideration by H Committee and 
the Cabinet had been completed. 
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The Cabinet -

Invited the Home Secretary to arrange for the Home and Social 
Affairs Committee to consider how a reduction in the arrears 
of oustanding fees for c ivi l legal aid work might be linked 
with a review of legal costs and the fees charged for legal 
aid, and with progress towards improved control of the cost 
of c iv i l legal aid, as indicated in the Prime Minister's 
summing up of their discussion, and to report the outcome to 
the Cabinet by the middle of January 1983. 

HOLE OF THE 6  . The Cabinet considered a memorandum by the Chancellor of the 
Exchequer (C(82) 42) and a memorandum by the Secretary of State for 

A U D 1 T ° R X Trade (C(82) 44) about the future role of the Comptroller and Auditor 
G £ N E R A L General. Their discussion and the conclusions reached are recorded 

separately. 
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J J 1 N ^OUx ^ '  7. The Cabinet considered a memorandum by the Chancellor of the 
Exchequer (C(82)41) on using private enterprise in Government. 

THE CHANCELLOR OF THE EXCHEQUER said that he had written in the summer 
to members of the Cabinet seeking reports on the progress of proposals 
which would enable tasks now carried on within the public sector to be 
contracted out to private enterprise. In the area of central government 
the poss ibi l i t ies should be pursued vigorously as part of the review of 
Civil Service manpower after 1984. In the area of local government he 
had agreed with the Secretary of State for the Environment that the right 
course for the present was to publicise the growing number of examples of 
successful contracting out by many local authorities and to urge others 
to follow suit. In the National Health Service the Secretary of State for 
Social Services had already started a contracting out campaign with pilot 
experiments. A provision would be included in the next Finance Bil l to 
allow the Treasury to make an order refunding Value Added Tax to govern
ment Departments and the National Health Service on bought-in services 
where operations were contracted out. In the nationalised industries it 
would be for sponsoring Departments, in consultation with the Treasury, 
to press individual industries to contract out more of their operations. 
The work being done in connection with the Civil Service and Related 
Bodies (Redundancy Compensation) Bil l had considerable implications for 
contracting out and the Treasury would ensure that the two exercises 
were co-ordinated. 

THE PRIME MINISTER, summing up a brief discussion, said that the Cabinet 
fully endorsed the Chancellor of the Exchequer's proposal for a major 
and co-ordinated drive to secure further contracting out in the public 
sector, on the basis outlined in his memorandum C(82) 41 and agreed that 
they would review progress, on the basis of a report by the Chancellor 
of the Exchequer, in consultation with other Ministers concerned, at 
the same time as they considered the outcome of the Civil Service 
manpower exercise. 

The Cabinet 

1. Took note with approval of the Prime Minister's 
summing up of their discussion. 

2. Approved the proposals in C(82) 41 . 
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8. The Cabinet considered a memorandum by the Chief Secretary, Treasury 

(C(82) 40) about Civil Service manpower after 1984. 


THE CHIEF SECRETARY, TREASURY said that the Government had set a target of 
reducing the size of the Civil Service to 630,000 by 1 April 1984. It was 
on course to achieve that target. It was now necessary to settle policy 
for later years. Present plans, as reflected in the 1982 Public Expenditure 
Survey, showed a continuing but slower rate of decline to 623,850 in April 
1985 and 621,150 in April 1986. It would be desirable to improve on these 
figures. The policy of setting numerical targets, which the Government 
had adopted in 1980, had been successful. In essence, it should continue, 
but its detailed application should be modified: the targets for each 
Department should be based on a detailed assessment of i ts functions and 
their likely future development, and should be the basis of the overall 
target; there should be more f l ex ib i l i ty so that, for example, short-term 
increases in manpower could be allowed if they offered satisfactory savings 
in the longer run; and manpower and expenditure should be considered 
together each year in the course of the Public Expenditure Survey. He 
proposed that there should be a review early in 1983 to establish new 
targets for each year from 1 April 1985 to 1 April 1988 inclusive. He 
would write to his colleagues in charge of Departments early in January 
about the detail of the assessments they were asked to make. He hoped that 
replies would reach him in the f irst half of March. After any necessary 
bilateral discussions he would report back to the Cabinet in May 1983 with 
proposals for new targets. The fact that such an exercise was being 
conducted was certain to become public. I t , therefore, seemed desirable to 
make an early, low-key announcement that it was to be put in hand. 

THE PRIME MINISTER, summing up the discussion, said that the Cabinet 
welcomed the proposals in C(82) 40. The timetable suggested by the Chief 
Secretary, Treasury was, however, rather too demanding. If, as was 
desirable, the new targets were to be based on a thorough review of 
functions, Departmental Ministers would not a l l be able to give considered 
views by the f i r s t half of March 1983. A deadline of Easter for replies 
from Departmental Ministers seemed preferable. I t was also essential that 
there should be some f lex ib i l i ty in the targets and a real is t ic allowance 
for contingencies: it would not be acceptable if Departments were regarded 
as committed to targets which depended on policy decisions whose timing, 
or even acceptability, could not be guaranteed. It was not necessary to 
make any public announcement of the proposed review, which should be 
presented as a routine piece of good management. It was important that, 
in discussion with staff interests or others, Ministers should^emphasise 
the positive aspects of the review: the underlying aim was to improve 
efficiency and motivation and to match staff numbers more closely to 
Departmental functions. Some members of the Cabinet had expressed concern 
at the very large and growing volume of Parliamentary Questions and 
letters from Members of Parliament. The Lord Privy Seal should consider 
what might be done to draw the attention of Parliament and the public to the 
costs of the resulting work in Departments and its effects on efficiency 
and staff numbers, and what steps might be taken to counter these unwelcome 
trends. 
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The Cabinet 

1. Approved the proposals in C(82) AO, subject to the 
points made by the Prime Minister in her summing up. 

2. Invited the Lord Privy Seal to consider what might 
be done to draw the attention of Parliament and the public 
to the large and growing volume of Parliamentary Questions 
and letters from Members of Parliament, the costs of the 
resulting work in Departments and its effects on efficiency 
and staff numbers; and what steps might be taken to counter 
these unwelcome trends. 

Cabinet Office 

16 December 1982 
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CC(82) 53rd Conclusions, Minute 6 


Thursday, 16 December 1982 at 9.30 am 


The Cabinet considered a memorandum by the Chancellor of the Exchequer 
(C(82) 42) and a memorandum by the Secretary of State for Trade (C(82) 44) 
about the future role of the Comptroller and Auditor General (C&AG). 

§ ? 2 
r e v i ous THE CHANCELLOR OF THE EXCHEQUER said that Mr Norman St John-Steyas MP, 

who had drawn second place in the ballot for Private Members' B i l l s , had 
given notice.that he would promote a Bil l (the Parliamentary Control of 
Expenditure (Reform) Bi l l ) to give effect to most of the recommendations 
in the First Special Report of the Public Accounts Committee for the 
1980-81 Session. The main principles of the Bil l were that the appoint
ment of the C&AG and his staff should not be in the Government's hands; 
and that the range of the audit should be to 'follow public money 
wherever it goes' - in particular, to include the nationalised industries 
and many public companies. Although these proposals were in many respects 
misguided, they commanded wide support in the House of Commons; and the 
Bill would probably gain a Second Reading even if the Government opposed 
i t . With the Lord President of the Council, the Secretary of State for 
Industry and the Chief Secretary, Treasury he had held non-committal 
discussions with Mr St John-Stevas, Mr Edward du Cann MP and 
Mr Joel Barnett MP to see whether i t would be possible to negotiate a 
specification for the Bi l l which would be sensible and workable and would 
minimise its adverse consequences. He suggested that, if such a 
specification could be negotiated, the Government should offer the services 
of Parliamentary Counsel to help with the drafting, working to agreed 
instructions. This would provide a much better chance of influencing the 
Bi l l , and ending up with a tolerable piece of legislation, than would be 
likely if the Government waited for the Bi l l to be presented in the form 
currently proposed by Mr St John-Stevas and then attempted piecemeal 
amendments against the mood of the House. There appeared to be reasonable 
prospects of reaching a settlement with Mr St John-Stevas and his associates 
on the status and appointment of the C&AG and his staff: the crucial point 
here was to ensure that the C&AG should not be subject to direction by the 
House of Commons or i ts Committees. An outline of a possible settlement, 
safeguarding this point, was in Annex A to C(82) 42. He also thought that 
there was a good prospect of limiting the scope of the C&AG's access to 
the books of bodies receiving public money: Mr St John-Stevas and his 
associates appeared not to have realised that their proposals would entail 
the possibil ity of scrutinising, and publishing information about, the 
affairs of a vast range and number of organisations and individuals, and 
seemed to be ready to limit their proposals to companies in which the 
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Government had an interest of more than 50 per cent. The most difficult 
aspect was the nationalised industries. The Bi l l ' s promoters were 
determined to secure access for the C&AG and his staff to the books of the 
industries. This risked doing serious damage to commercial attitudes and 
motivation within the industries; it was a prime aim of Government policy 
to encourage those attitudes. But the question was not what was desirable 
m the abstract, but what was the least damaging solution that could be 
negotiated, given the Parliamentary situation. He suggested that he should 
attempt to negotiate a settlement on the basis that access to the books of 
nationalised industries would be through a separate branch of the C&AG's 
staff, manned by people with adequate qualifications and experience to 
understand the circumstances in which the industries operated; the 
Monopolies and Mergers Commission should cease to investigate the affairs 
of the industries except for monopoly inquiries as in the private sector. 
Secondly, studies in the nationalised industries should follow a systematic 
programme determined by the C&AG in consultation with the Government and 
the industries. Further details were set out in Annex B to C(82) 42. 

In discussion, the following main points were made: 

a. The proposals in the Parliamentary Control of Expenditure 
(Reform) Bil l concerning the nationalised industries and 
Government-owned companies were dangerous and not well thought 
out. Their consequences both for the industries (who would be 
prompted to take 'safe' rather than commercial decisions) and 
for Departments (who would need a substantial increase in 
staff, if Ministers were to be as well informed as Parliament) 
had not been properly considered; nor had the consequences for 
the responsibilities of sponsoring Ministers. It would be 
dif f icult or impossible to reach a satisfactory compromise on 
such proposals; and it would be wrong, in effect , to concede 
defeat in advance by seeking to do so. Instead, the Government 
should without suggesting that it intended to try to block the 
B i l l ' s progress, seek to impress the disadvantages and dangers 
of the proposals on the B i l l ' s promoters and on wider 
Parliamentary opinion. 

b. The Government should not offer assistance with the drafting 
of the B i l l , even on points which might be the subject of a 
satisfactory accommodation with the B i l l ' s promoters. Admittedly 
this course would run the risk that i l l -drafted and unworkable 
legislation would reach the statute book; but such assistance 
would inevitably be regarded as indicating a degree of support, 
and would reduce the Government's abi l i ty to draw attention to 
the B i l l ' s shortcomings. 

c. It would be important to ensure that, if the Bi l l received 
Second Reading, the Committee which considered i t contained 
members able to argue its shortcomings persuasively and in 
detai l . 

THE PRIME MINISTER, summing up the discussion, said that the Cabinet agreed 
that the proposals in C(82) 42 regarding the future appointment and status 
of the C&AG and his staff would be acceptable. It would be desirable to 
ensure that, as now seemed l ikely, the B i l l ' s promoters would proceed on 
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these l ines. It was also welcome that the B i l l ' s promoters seemed ready to 
reduce the extent of their proposals on the C&AG's access to the books of 
companies and others who received public funds. The Cabinet did not, 
however, regard the suggested accommodation with the Bi l l ' s promoters on 
access to the books of the nationalised industries as acceptable. Nor did 
they agree that the Government should offer drafting assistance with the 
Bi l l . The Chancellor of the Exchequer, in consultation with other Ministers 
as appropriate, should continue to negotiate with Mr St John-Stevas and 
his associates in an attempt to persuade them to modify their views. He should 
keep the Cabinet informed of progress. All members of the Cabinet should 
do their best to draw the defects and dangers of the Bil l to the attention 
of the Government's supporters in Parliament, but it should not be 
suggested that the Government would try to block the progress of the Bi l l . 
The Cabinet would need to consider tactics towards the Bill at a later 
stage in the light of its progress before and during Committee. 

The Cabinet 

1. Took note, with approval, of the Prime Minister's 

summing up of their discussion. 


2. Invited the Chancellor of the Exchequer, in consultation 

as necessary with other Ministers, to continue to negotiate 

with the promoters of the Parliamentary Control of Expenditure 

(Reform) Bil l on the basis outlined in the Prime Minister's 

summing up, and to keep the Cabinet informed of progress. 


Cabinet Office 

17 December 1982 
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