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SIR ROBERT ARMSTRONG cc Mr Wiggins 


As you w i l  l see these d r a f t minutes c o n t a i n no 


e x p l i c i  t r e c o r d o f Mr H e s e l t i n e ' s d i s s e n t . A l t h o u g h 


he made h i s d i s s e n t v e r y c l e a r a t the end o f t h e 


d i s c u s s i o n he d i d n o t , i  n our h e a r i n g , a c t u a l l y 


ask f o r i  t t o be r e c o r d e d . He may, however, have 


made a r e q u e s t t o you or t o t h e Prime M i n i s t e r . The 


p r a c t i c e , as you know, i  s t o a v o i d , wherever 


p o s s i b l e , t h e r e c o r d i n g o f d i s s e n t from Cabinet 


Conclusions except when a M i n i s t e r r e s i g n s . May 


we leave i  t t o you t o do what you judge necessary 


i n t h e circ u m s t a n c e s ? 


P L GREGSON 


24 January 1985 
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The Cabinet considered a memorandum by the Secretary of State f o r Trade 

and I n d u s t r y about the M i n i s t r y of Defence orders f o r two f u r t h e r Type 

22 f r i g a t e s (C(85) 3 ) . They also had before them minutes to the Prime 

M i n i s t e r by the Secretary of State f o r Defence of 18 December 1984, by 

the Secretary of State f o r Trade and I n d u s t r y of 21 December 1984 and by 

the Secretary of State f o r the Environment of 18 January 1985, together 

w i t h a minute of 23 December 1984 from the Prime M i n i s t e r ' s P r i v a t e 

Secretary t o the P r i v a t e Secretary t o the Secretary of State f o r 

Defence. 


THE SECRETARY OF STATE FOR DEFENCE r e c a l l e d the circumstances which had 

r e s u l t e d i n the Cabinet's d e c i s i o n at t h e i r previous discussion i n J u l y 

1984 t o c a l  l f o r a t h i r  d round of tendering f o r the two Type 22 f r i g a t  e 

orders. Simply on the basis of the t h i r  d round tenders, those orders 

would go to the Swan Hunter (SH) yard. I n h i s view, however, i  t would 

be wrong t o accept t h i s course of a c t i o n , e s s e n t i a l l y because the t h i r  d 

round of tendering had been c a r r i e d out on a basis other than t h a t which 

had been agreed by Cabinet. Plans already i n course of implementation 

by B r i t i s  h Shipbuilders (BS) at the time of the Cabinet's previous 

discussion had deprived Cammell L a i r d (CL) of the capacity t o b u i l d both 

ships, but i  f a l  l t h e i r overhead costs had t o be loaded on t o the p r i c e 

of one of the ships, they could never compete against the other yard. 

I n these circumstances the Government could be represented as having 

deceived the management of CL, and the moderate members of the workforce 

who had been s t r i v i n  g w i t h some success t o overcome m i l i t a n c y and to 

br i n g about improved i n d u s t r i a  l r e l a t i o n s and b e t t e r p r o d u c t i v i t y i  n the 

yard, by a l l o w i n g them t o be l i e v e t h a t there was a p o s s i b i l i t  y of t h e i r 

winning the c o n t r a c t f o r the two f r i g a t e s when the p o s s i b i l i t  y d i d not 

i n f a c t e x i s t . On the two previous occasions CL had been the lowest 

tenderer, without any i n t e r f e r e n c e from Departments or from BS c e n t r a l 

management. The le a s t the Government should do now should be t o give CL 

one of the orders despite the e x t r a costs. There was an unenviable 

choice between preserving a given number of jobs on Merseyside or i  n the 

North East; but whereas g i v i n g both orders t o SH would d e f i n i t e l  y r e s u l t 

i n the closure of CL (which was extremely important t o the economy of 

Merseyside), s p l i t t i n  g the orders would not mean the closure of SH. 

For these reasons he proposed t h a t one order should go to CL and one t o 

SH. 


THE SECRETARY OF STATE FOR TRADE AND INDUSTRY said t h a t he d i d not 

accept t h a t the t h i r  d round of tendering had been c a r r i e d out on a f a l s e 

basis. BS had permitted CL t o make favourable assumptions about other 

work over which they could spread t h e i r overheads, even though there 

seemed t o be l i t t l  e prospect of these assumptions being r e a l i s e d . 

P e r m i t t i n g CL t o undertake both orders would have r e s u l t e d i n CL t a k i n g 

on f r e s h labour while SH had t o impose a comparable number of a d d i t i o n a l 
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redundancies. S p l i t t i n  g the order between the two yards, as proposed by 

the Secretary of State f o r Defence, would mean i  n e f f e c t spending 

£47 m i l l i o  n - £7 m i l l i o  n d i r e c t l  y by the M i n i s t r y of Defence, and a 

f u r t h e r £40 m i l l i o  n through BS - t o d i v e r t jobs from the North East t o 

Merseyside. I  f the orders were s p l i t  , i  t would be cle a r t h a t 

s u b s t a n t i a l a d d i t i o n a l costs were being i n c u r r e d e s s e n t i a l l y f o r 

p o l i t i c a  l reasons, and t h i s would add t o the b i t t e r n e s s which would be 

f e l  t i  n the North East i  f SH's b e t t e r record of p r o d u c t i v i t y and 

i n d u s t r i a  l r e l a t i o n s was seen t o be ignored. The closure of the A u s t i n 

and P i c k e r s g i l l yard would give r i s e t o 700 s h i p b u i l d i n g redundancies i  n 

the North East i  n the near f u t u r e , and would make the f u r t h e r 

1,200 redundancies r e s u l t i n g at SH i  f CL received one of the Type 22 

orders a l  l the harder to bear. I n i n d u s t r i a  l terms the c o r r e c t course 

was undoubtedly t o place both orders w i t h SH. I  f nevertheless the 

Cabinet decided t h a t one of the orders should go t o CL, they should at 

the same time decide how the a d d i t i o n a l costs t h i s would impose on BS 

should be financed; h i s Department had no funds a v a i l a b l e t o meet these 

costs. He recognised t h a t there was a very strong moral and 

p o l i t i c a  l case f o r some Government a c t i o n t o support the workforce at 

CL. Some such a c t i o n would have been possible i  f CL had received the 

order f o r the conversion of the Balder London, and i  t would also have 

been possible t o have had the submarine HMS Ott e r r e f i t t e  d there. Some 

measures on these l i n e s which enabled the yard to continue i  n operation 

and demonstrate i t  s improved p r o d u c t i v i t y and i n d u s t r i a  l r e l a t i o n s 

record could be implemented at r e l a t i v e l  y modest cost, and so help CL t o 

j u s t i f  y i t  s own s u r v i v a l f o l l o w i n g p r i v a t i s a t i o n . 


The f o l l o w i n g were among the main p o i n t s made i  n discussion: 


a. Giving both orders t o SH would be seen as a means of improving 

the prospects f o r p r i v a t i s a t i o n ; i  t could be p o l i t i c a l l  y damaging 

i  f the Government were thought t o be g i v i n g higher p r i o r i t  y to 

p r i v a t i s a t i o n than t o the s o c i a l and i n d u s t r i a  l f a b r i c o f 

Merseyside. 


b. The Government had been ready t o spend very large amounts of 

money t o r e s i s t m i l i t a n c y elsewhere i  n the economy; the miners' 

s t r i k  e and the DHSS computer s t r i k  e at Newcastle (which had cost 

£150 m i l l i o n  ) were both examples of t h i s . The CL workforce's 

achievement i  n overcoming m i l i t a n c y was second i  n importance only 

to the s t r u g g l e i  n the coalmines. 


c. Postponing economic change, and mai n t a i n i n g excess capacity, 

as would r e s u l t from s p l i t t i n  g the orders between the two yards, 

simply increased the costs of measures which would at some poi n t be 

i n e v i t a b l e . 


d. The Government had arguably held out t o the CL workforce the 

prospect of competing f o r a p r i z e which was beyond t h e i r grasp. 

This added t o the s t r e n g t h of the argument f o r some a c t i o n t o 

a s s i s t CL i  f SH received both orders. 
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THE PRIME MINISTER, summing up the discussion, said t h a t the balance of 

view i  n the Cabinet was i  n favour of both orders going t o SH. At the 

same time there was a strong f e e l i n g t h a t the Government should take 

a c t i o n t o recognise the value and importance of the stand taken by the 

moderate workforce at CL. There should t h e r e f o r e be a f u r t h e r 

examination of the scope f o r other a c t i o n t o help CL; the Departments 

concerned should consider t h i s u r g e n t l y , and a f u r t h e r paper should be 

prepared f o r discussion at an e a r l y date. 


THE SECRETARY OF STATE FOR DEFENCE said t h a t he would be ready t o 

co-operate i  n the f u r t h e r examination proposed, but wished t o put on 

record t h a t , i  f i  t was not possible to f i n d work f o r CL which would be 

broadly equivalent t o an order f o r a Type 22 f r i g a t e  , he would not be 

able t o accept a d e c i s i o n by the Cabinet t o put both the Type 22 

f r i g a t  e orders to SH. 


The Cabinet -


Took note t h a t the Prime M i n i s t e r would arrange f o r the pre p a r a t i o n 

of a paper assessing the scope f o r a c t i o n t o a s s i s t Cammell L a i r d 

t o continue i  n ope r a t i o n , i  n the event of a Cabinet d e c i s i o n t o 

place both Type 22 f r i g a t  e orders w i t h Swan Hunter. 


Cabinet O f f i c e 


25 January 1985 
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The Cabinet considered a memorandum by the Chancellor of the Exchequer 

(C(85) 4) on economic s t r a t e g y . 


THE CHANCELLOR OF THE EXCHEQUER said t h a t the development of the 
United Kingdom economy during the past year had been dominated by 
the miners' s t r i k e and the a p p r e c i a t i o n of the United States d o l l a r 
against a l  l other major c u r r e n c i e s . More r e c e n t l y the weakness and 
u n c e r t a i n t y of o i  l p r i c e s had had a s u b s t a n t i a l impact. I n most respects 
the United Kingdom economy had been f a i r l  y r e s i l i e n t  ; despite the 
miners' s t r i k e  , the c u r r e n t account balance had remained i n surplus, 
and the Gross Domestic Product (GDP) had increased by about 2 i per cent, 
as against the e a r l i e r f o r e c a s t of 3 per cent. I n f l a t i o  n had been 
held to about 4^4 per cent despite the d e p r e c i a t i o n of s t e r l i n g  , as 
against the e a r l i e r f o r e c a s t of k\ per cent. Not a l  l of the overshoot 
of the 1984-85 Public Sector Borrowing Requirement (PSBR) could be 
a t t r i b u t e d to the miners' s t r i k e  ; t h i s f a c t o r had however probably 
i n f l u e n c e d sentiment i  n f i n a n c i a l markets, and the r e s u l t i n g increase 
i n i n t e r e s t r a t e s had f u r t h e r exacerbated the PSBR problem. 

For 1985 the prospect was f o r 3 per cent growth i  n GDP, w i t h i n f l a t i o  n 

remaining at about 5 per cent, although i  t might go somewhat higher 

during the f i r s  t h a l f of the year, p a r t i c u l a r l y as a r e s u l t of the 

impact of higher mortgage i n t e r e s t r a t e s . There were considerable 

u n c e r t a i n t i e s , both e x t e r n a l and domestic. The very l a r g e United States 

budget d e f i c i  t and the high l e v e l of d o l l a r i n t e r e s t r a t e s , w i t h the 

d o l l a r remaining extremely strong against a l  l other c u r r e n c i e s , 

represented a t h r e a t t o the world economy; the United States were i  n 

e f f e c t i m p o r t i n g other c o u n t r i e s ' savings and ex p o r t i n g t h e i r own 

i n f l a t i o n  , w h i l e the debtor c o u n t r i e s were f a c i n g an inc r e a s i n g r e a l 

burden of debt s e r v i c e . On the domestic f r o n t one main worry was t h a t 

earnings were r i s i n  g s u b s t a n t i a l l y f a s t e r than p r i c e s , w i t h p r o d u c t i v i t y 

stagnant; the r e s u l t was r i s i n  g United Kingdom u n i t labour costs, 

w h i l e those of other major c o u n t r i e s were s t a t i c or f a l l i n g  . This 

f a c t o r was preventing the economic recovery from g i v i n g r i s e t o an 

increase i  n numbers of people employed. The other main worry was the 

co n t i n u i n g upward pressure on p u b l i c expenditure. A l a r g e r overshoot 

of the 1984-85 planning t o t a  l as i  n the recent Public Expenditure White 

Paper was now expected than could be a t t r i b u t e d to the c o n t i n u a t i o n of 

the miners' s t r i k e beyond the end of 1984. Higher i n t e r e s t r ates would 

mean higher debt service payments, and l o c a l a u t h o r i t y overspending 

now seemed l i k e l  y t o exceed e a r l i e r f o r e c a s t s . These pressures were 

expected t o continue i  n 1985-86 and t h e r e a f t e r . Because of these 

d i f f i c u l t i e  s he thought i  t prudent to increase the size of the 

Contingency Reserve f o  r 1985-86 and the two subsequent years, which would 

ne c e s s i t a t e p a r a l l e l increases i n the planning t o t a l s  . Great e f f o r t  s 

would s t i l  l be needed to keep p u b l i c expenditure w i t h i n these somewhat 

higher t o t a l s  . The f i n a n c i a l markets sensed these d i f f i c u l t i e s  , and 
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t h i s made i  t a l  l the more important t h a t the Government should s t i c k 

to t h e i r economic s t r a t e g y . Against t h i s background there seemed 

l i k e l  y t o be much less room f o r a f i s c a  l adjustment i  n the Budget than 

had been foreshadowed the previous autumn; whatever scope there was 

should be devoted to measures which would help the growth of 

employment. 


I n d i s c u s s i o n , the f o l l o w i n g main p o i n t s were made ­

a. There was general agreement on the need f o r ca u t i o n i  n 

s e t t i n g the 1985-86 PSBR: r e s t r a i n i n g borrowing to the l e v e l 

c o n s i s t e n t w i t h the Medium Term F i n a n c i a l Strategy (MTFS) was a 

minimum requirement. An adverse r e a c t i o n from f i n a n c i a l 

markets would add t o the d i f f i c u l t  y of managing economic p o l i c y . 

I  t would be important to avoid c r e a t i n g expectations t h a t the 

Budget would have a s u b s t a n t i a l impact on unemployment. 


b. The outlook f o r p u b l i c expenditure was extremely serious, 

and the f a c t t h a t major d i f f i c u l t i e  s would remain a f t e r the 

miners' s t r i k e was over would be extremely d i s a p p o i n t i n g both 

to the f i n a n c i a l markets and t o the Government's supporters. 

The Government r i s k e d g e t t i n g the worst of both worlds: unpopular 

expenditure cuts were being made over a wide range of se r v i c e s , 

w h i l e a t the same time the Government were unable t o keep t o t a  l 

expenditure w i t h i n the prescribed l i m i t s  . The problem could be 

resolved only i  f changes were made i  n the s t r u c t u r e of demand-led 

programmes, although even here the scope was l i m i t e d by previous 

pledges t o mai n t a i n the r e a l value of c e r t a i n b e n e f i t s . I  t was 

nevertheless e s s e n t i a l t o f i n d ways of reducing s o c i a l s e c u r i t y 

expenditure and expenditure by l o c a l a u t h o r i t i e s . 


c. There was a widespread f e e l i n g t h a t t h i s was not the year 

i n which to embark on r a d i c a l changes i  n the tax s t r u c t u r e which 

would a t t r a c t the h o s t i l i t  y of powerful i n t e r e s t groups or 

increase the general p r i c e l e v e l . 


d. Much of the r e s p o n s i b i l i t y f o r the upward movement i  n u n i t 

labour costs was a t t r i b u t a b l e t o i n e f f e c t i v e managements. Recent 

improvements i  n p r o f i t s  , and the grea t e r p r o f i t a b i l i t  y of 

exports r e s u l t i n g from the d e p r e c i a t i o n of s t e r l i n g , seemed to 

have made companies more r e l u c t a n t to r e s i s t excessive wage claims 

and r i s k i n t e r r u p t i o n s i  n pr o d u c t i o n . The e f f e c t s then s p i l l e d 

over i n t o the p u b l i c sector, by c r e a t i n g pressure f o r "catching up" 

pay settlements. Although the c l i m a t e of op i n i o n was changing, 

there were s t i l  l f a r too many examples of workforces pressing f o r 

pay increases very damaging t o the i n t e r n a t i o n a l c ompetitive 

p o s i t i o n of the companies employing them. 


e. Rather than look f o r f u r t h e r tax concessions to business, 

the Government should now be seeking a great e r c o n t r i b u t i o n from 

business towards reducing unemployment and p r o v i d i n g b e t t e r 

t r a i n i n g f a c i l i t i e  s f o r young people. Employers should recognise 

t h a t the United Kingdom Government provided f a r more f i n a n c i a l 

assistance t o t r a i n i n g than the Governments of the United States, 

Germany and Japan. 
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f . Despite the high l e v e l of unemployment, i  t remained 

d i f f i c u l  t t o f i l  l vacancies f o r lower-paid workers. This i  n 

pa r t r e f l e c t e d the f a c t t h a t the d i f f e r e n t i a  l f o r men w i t h 

f a m i l i e s between income from s o c i a l s e c u r i t y b e n e f i t s and income 

from work was very small. I  f the problem were t o be overcome, 

i  t would be necessary t o consider reductions i  n e n t i t l e m e n t to 

b e n e f i t as w e l l as increases i  n tax thresholds f o r the lowest 

p a i d . However, not a l  l the burden of r e s t r a i n i n g p u b l i c 

expenditure could be placed on the poorest sections of the 

p o p u l a t i o n ; w h i l e f o r the lowest paid the p r o p o r t i o n of income 

taken i  n tax had increased, the higher income groups had seen 

t h e i r tax burden reduced under the present Government. 


THE PRIME MINISTER, summing up the dis c u s s i o n , said t h a t the Cabinet 

recognised t h a t the Chancellor of the Exchequer had l i t t l  e room f o r 

manoeuvre i  n h i s forthcoming Budget. There was general agreement on 

the need f o r a new e f f o r  t to secure b e t t e r c o n t r o l over p u b l i c 

expenditure, and on the need t o secure f u r t h e r reductions i  n the r a t e 

of i n f l a t i o n  ; 5 per cent a year i n f l a t i o  n was s t i l  l f a r too hi g h . The 

o b j e c t i v e of r e s t o r i n g the PSBR t o the path set out i  n the MTFS was 

ge n e r a l l y endorsed, and w i t h i n t h i s c o n s t r a i n t the Cabinet agreed t h a t 

the Chancellor of the Exchequer should concentrate on measures which 

would c o n t r i b u t e to the growth of employment. The need t o give f u l  l 

and c l e a r explanations of the Government's p o l i c i e s , both t o the 

Government's supporters i  n Parliament and t o the wider p u b l i c , was 

ge n e r a l l y recognised. I n q u i r e r s from the media about the Cabinet's 

discussion would be t o l d t h a t the Cabinet had considered the economic 

s i t u a t i o n and the approach to the Budget, and r e a f f i r m e d t h e i r 

commitment to the c e n t r a l o b j e c t i v e s of the Government's economic 

s t r a t e g y : lower i n f l a t i o n  , f i r m c o n t r o l of p u b l i c spending and a 

con t i n u i n g r e d u c t i o n i  n p u b l i c sector borrowing. 


The Cabinet ­

1. Took note, w i t h approval, of the Prime M i n i s t e r ' s 

summing up of t h e i r d i s c u s s i o n . 


2. I n v i t e d the Chancellor of the Exchequer t o take 

account of t h e i r d i s c u s s i o n i  n preparing h i s forthcoming 

Budget. 


Cabinet O f f i c e 


18 February 1985 


SECRET u n t i  l 20 March 1985 then CONFIDENTIAL 




S U B J E C  T 


MOST CONFIDENTIAL RECORD 


No. Contents Date 


CC(85) 17t h Conclusion s 

Thursday 16 May 198 5 


ECONOMIC AFFAIRS: RETAIL PRICE INDEX 


(8713) Wt. 24871/6103 lm . 6/64 P.I . Op. 610 



ECONOMIC 

AFFAIRS 


R e t a i l 

P r i c e 

Index 


Previous 

Reference: 

CC(85) 13th 

Conclusions, 

Minute 4 


SECRET 


Copy No I of 5 Copies 

MOST CONFIDENTIAL RECORD 

TO 


CC(85) 17th Conclusions 


Thursday 16 May 1985 


THE SECRETARY OF STATE FOR EMPLOYMENT said t h a t the increase i  n the 

R e t a i l Price Index (RPI) f o r A p r i l  , which would be announced the 

f o l l o w i n g day, would be 6.9 per cent. I  t had been expected t h a t 

the f i g u r e would be higher than t h a t f o r March (6.1 per cent) f o  r 

several reasons: the second instalment of the increase i  n mortgage 

r a t e s ; increases i  n rents and r a t e s ; and the e f f e c t of t a x a t i o n 

changes i  n the Budget. I  n the event the magnitude of the increase 

had been higher than p r e d i c t e d , probably because companies had found 

i  t p o s s i b l e to r e f l e c  t t a x a t i o n increases i  n r e t a i  l p r i c e s more q u i c k l y 

than the previous year. The May f i g u r e was also l i k e l  y t o be high 

and t h i s would have an unwelcome e f f e c t on the s o c i a l s e c u r i t y 

u pratings and on p u b l i c expenditure. Later t h a t year the monthly 

increase would f a l l  , r e f l e c t i n  g the strengthening of the s t e r l i n  g 

exchange r a t e and the r e d u c t i o n i  n mortgage i n t e r e s t r ates which ought 

to occur before long. The l i n e to take i  n p u b l i c would be t h a t the 

Government s t i l  l adhered broadly to the view of i n f l a t i o  n prospects 

taken by the Chancellor of the Exchequer i  n h i s Budget speech which 

f o r e c a s t a r i s e i  n the RPI t o over 6 per cent but a f a l  l t o 5 per cent 

by the end of t h a t year. 


The Cabinet -


Took note. 


Cabinet O f f i c e 


17 May 1985 
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THE PRIME MINISTER said t h a t , since the Cabinet's previous d i s c u s s i o n , 

the Foreign and Commonwealth Secretary and the Secretary of State f o r 

Northern I r e l a n d had obtained f u r t h e r improvements i  n the package which 

had been negotiated w i t h the I r i s  h Government. 


The I r i s  h side had been brought to agree to a f i r m e r statement about 

c o n t i n u i n g and enhanced co-operation i n combating t e r r o r i s m . The I r i s  h 

Government had agreed to announce th a t i  t would accede as soon as 

possible to the European Convention on the Suppression of Terrorism; the 

I r i s  h Attorney General had advised t h a t there would be a r i s  k of 

c o n s t i t u t i o n a l challenge i  f the I r i s  h Government signed the Convention 

before the r e q u i r e d l e g i s l a t i o  n was passed i n the D a i l , w i t h a view to 

r a t i f y i n  g i  t afterwards. The United Kingdom Government had said t h a t 

the S e c r e t a r i a t of the Intergovernmental Conference could not be housed 

i n Stormont; but a reasonably secure b u i l d i n g not f a r from there had 

been i d e n t i f i e d  , which might be purchased and converted f o r the 

S e c r e t a r i a t . The United Kingdom Government had made cle a r to the I r i s  h 

Government t h a t , i  f the r e a c t i o n i  n Northern I r e l a n d to the Agreement 

was worse than expected, these matters would have to be discussed again. 

With regard to the r i s  k of l e g a l challenge to the proposed Agreement, 

which the Cabinet had discussed on 7 November 1985, the Attorney General 

had advised t h a t an a p p l i c a t i o n f o r j u d i c i a  l review could be launched 

but that the Government would have a good defence and i  t should not 

succeed. 


The Prime M i n i s t e r said t h a t the Agreement maintained two important 

features p r e v i o u s l y noted by the Cabinet: t h a t the Intergovernmental 

Conference would have no executive powers and th a t there would be no 

derogation from United Kingdom sovereignty. 


Although a very d i f f i c u l  t s i t u a t i o n had now a r i s e n , because of 

r e v e l a t i o n s i  n the I r i s  h media of much of the contents of the Agreement, 

she and the two Secretaries of State were i n no doubt t h a t i  t was r i g h  t 

to go ahead w i t h the proposed Agreement. 


THE SECRETARY OF STATE FOR NORTHERN IRELAND said t h a t there had been a 

long series of major press leaks from the I r i s  h side. The r e s u l t i n g 

r e p o r t s i  n the media had been s l a n t e d , i  n t h a t they had concentrated on 

elements i n the package which were welcome to the Republic of I r e l a n d . 

The a c t u a l package was more favourable t o United Kingdom i n t e r e s t s than 

the press s t o r i e s had suggested. For instance, the I r i s  h w i l l i n g n e s s to 

accede t o the European Convention on the Suppression of Terrorism had 

not featured i n the media. Once the Agreement had been published, the 

Government should emphasise t h a t the I r i s  h Republic was recognising f o r 

the f i r s  t time t h a t the status of Northern I r e l a n d would not change 

unless a m a j o r i t y there so wished and th a t the present wish of a 


CONFIDENTIAL 




CONFIDENTIAL 


m a j o r i t y was f o r no change; that there was no derogation from 

sovereignty and t h a t the Agreement could encourage d e v o l u t i o n i n 

Northern I r e l a n d i n due course, a development which the u n i o n i s t s 

wanted. 


I n discussion the f o l l o w i n g p oints were made ­

a. I  f the expert advice on s e c u r i t y r i s k s made i  t necessary the 

arrangements f o r the A n g l o - I r i s h Summit would be changed. 


b. The Prime M i n i s t e r had i n v i t e d the Leader of the Opposition, 

the leaders of the L i b e r a l Party and the Social Democratic Party, 

and the leader of the U l s t e r Unionist Party to c a l  l on her before 

the A n g l o - I r i s h Summit f o r a s t r i c t l  y c o n f i d e n t i a l b r i e f i n  g on 

P r i v y Council terms about the general contents of the proposed 

Agreement. The Leader of the Opposition would be accompanied by 

Mr Roy H a t t e r s l e y MP. 


c. B r i e f i n g about the Agreement would be sent to a l  l Cabinet 

M i n i s t e r s t h a t evening, s t r i c t l  y f o r t h e i r personal use only. 


d. A f t e r the A n g l o - I r i s h Summit, the Agreement, the Summit 

Communique' and the press release summarising the Agreement would be 

sent to Members of Parliament on both sides of the House who had 

shown p a r t i c u l a r i n t e r e s t i n Northern I r e l a n d a f f a i r s  . S i m i l a r 

m a t e r i a l would be sent t o members of the Northern I r e l a n d Assembly 

and to a number of i n f l u e n t i a  l persons i n Northern I r e l a n d . 


e. The t e x t s of the Agreement and the Communique would be made 

a v a i l a b l e to Members of Parliament at Westminster at the time when 

the Prime M i n i s t e r was beginning her press conference w i t h the 

Taoiseach at the conclusion of the A n g l o - I r i s h Summit. This would 

ensure, among other t h i n g s , t h a t Members of Parliament had access 

to the t e x t s no l a t e  r than members of the Northern I r e l a n d 

Assembly. 


f . Given a l  l the leaks i n the media, there was a r i s  k t h a t i n the 

House of Commons on t h a t day or the f o l l o w i n g day U n i o n i s t Members 

would mount some kin d of demonstration; or t h a t i n s i s t e n t moves 

would be made to c a l  l f o r a statement by the Government on the 

proposed A n g l o - I r i s h Agreement or to table a P r i v a t e Notice 

Question. A move to table a P r i v a t e Notice Question was already 

being r e s i s t e d . 


g. A form of words should be agreed f o r the use of the Prime 

M i n i s t e r and the Secretary of State f o r Northern I r e l a n d at 

Question Time t h a t day. I  f asked when or where the Agreement would 

be signed, M i n i s t e r s would say t h a t they were unable to comment. 

I  f asked whether the Cabinet had taken decisions on the proposed 

Agreement, M i n i s t e r s should r e p l y t h a t a statement would be made i n 

due course. I  f there was pressure on the Government to give an 

assurance t h a t no Agreement would be signed before a f u l  l debate 

had taken place i n the House of Commons, M i n i s t e r s could r e p l y 
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t h a t , i  f there was to be an Agreement, i  t would/center i n t o force 

before a f u l  l debate or with o u t the approval of Parliament. 


h. I  f pressed i  n the House of Commons on the f o l l o w i n g day, the 

Lord P r i v y Seal, and other M i n i s t e r s as necessary, could say t h a t 

the Prime M i n i s t e r would make a statement to the House on Monday 

18 November and that the t e x t of the Agreement and of the 

Communique' on the A n g l o - I r i s h Summit would be a v a i l a b l e i n the Vote 

O f f i c e from the moment of p u b l i c a t i o n . 


i. The debate on the Agreement i n the House of Commons was l i k e l  y 

to take place i n the week beginning 25 November. The debate i n the 

House of Lords would f o l l o w l a t e r i  n the same week or on Monday 

2 December. I  t was probable t h a t few members of the House of Lords 

would oppose the Agreement. 


The Cabinet ­

1. Confirmed i t  s d e c i s i o n t h a t the proposed 

A n g l o - I r i s h Agreement should be signed by 

the Prime M i n i s t e r . 


2. I n v i t e d the Secretary of State f o r Northern 

I r e l a n d to propose a form of words f o r h i s use and 

th a t of the Prime M i n i s t e r i n case there were questions 

i n the House of Commons that afternoon, about the 

proposed Agreement. 


3. I n v i t e d the Secretary of the Cabinet to 

arrange f o r copies of the A n g l o - I r i s h Agreement 

and the Summit Communique" t o be made a v a i l a b l e 

i n the Vote O f f i c e of the House of Commons at 

the time when the Prime M i n i s t e r was s t a r t i n  g 

her press conference at the conclusion of the 

A n g l o - I r i s h Summit. 


Cabinet O f f i c e 


15 November 1985 
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THE PRIME MINISTER said t h a t she hoped t h a t colleagues concerned w i t h 

education matters would be g i v i n g c a r e f u l thought to the s i t u a t i o n 

regarding teachers' pay. 


THE LORD PRESIDENT OF THE COUNCIL said t h a t he had t h a t morning convened, 

at the request of the Secretary of State f o r Education and Science, a 

meeting of M i n i s t e r s t o consider the s i t u a t i o n  . The meeting had concluded 

t h a t i  t would be u s e f u l f o r a group of M i n i s t e r s , w i t h a ppropriate 

o f f i c i a  l support, t o consider the present s i t u a t i o n and suggest possible 

courses of a c t i o n . 


The Cabinet -


Took note t h a t the Prime M i n i s t e r would arrange 

f o r a group of M i n i s t e r s t o consider the present 

s i t u a t i o n i  n the teachers' disputes i  n England and 

Wales, and i  n Scotland, and the possible courses 

of a c t i o n open to the Government, and r e p o r t . 


Cabinet O f f i c e 


19 November 1985 
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THE SECRETARY OF STATE FOR DEFENCE reported on developments since the 

meeting of the M i n i s t e r i a l Sub-Committee on Economic A f f a i r s (E(A)(85) 

24th Meeting) on 9 December had considered c e r t a i n proposals r e l a t i n g to 

the f u t u r e of Westlands. He suggested t h a t those developments were such 

as to make necessary a f u r t h e r meeting of M i n i s t e r s , to which he could 

c i r c u l a t e a memorandum. 


The meeting on 9 December had agreed th a t time should be given u n t i  l 

13 December f o r a consortium of B r i t i s  h and c o n t i n e n t a l European f i r m s 

to make f i r m and f u l l  y worked out proposals f o r p a r t i c i p a t i o n i  n 

Westlands, so tha t these could be pr o p e r l y considered along w i t h the 

proposals by United Technologies and F i a t . The European f i r m s ' 

proposals would need to be presented to Westlands by 3.00 pm on Friday 

13 December 1985. S i g n i f i c a n t progress had been made. B r i t i s  h 

Aerospace (BAe) and Mr Alan Bristow had expressed w i l l i n g n e s s t o j o i  n 

the European consortium. One of BAe1s reasons was t h a t , i  f a United 

States c o r p o r a t i o n gained c o n t r o l of a B r i t i s  h f i r m l i k  e Westlands, t h i s 

would p r e j u d i c e the i n t e r e s t of BAe and other B r i t i s  h companies i  n 

European programmes such as the European F i g h t e r A i r c r a f  t and Airbus. 

As w e l l as the i n d u s t r i a l i s t  s concerned w i t h a possible European o f f e r 

and the Natio n a l Armaments D i r e c t o r s of the cou n t r i e s i n v o l v e d , the 

M i n i s t e r s of Defence of those co u n t r i e s were also i n touch w i t h each 

other. I  f the European consortium was to make a f i r m o f f e r , i  t would 

have to be based on the g o o d w i l l of the Defence M i n i s t e r s and the 

knowledge that i  t was i n l i n e w i t h t h e i r f u t u r e procurement p o l i c i e s . 

I  t f ollowed t h a t h i s own views must be presented to Lloyds Merchant 

Bank, which was leading the European consortium, and also to United 

Technologies. Before doing t h i s , he needed the agreement of other 

M i n i s t e r s to the views he would be p u t t i n g forward. 


I n d i scussion, i  t was pointed out t h a t the minutes of the 

Sub-Committee's meeting on 9 December 1985 recorded the d e c i s i o n t h a t , 

i  f a v i a b l e European package which the Westlands board could recommend 

were not a v a i l a b l e by 4.00 pm on Friday 13 December, the United Kingdom 

Government would not t h e r e a f t e r be bound by the recommendation of the 

National Armaments D i r e c t o r s of the United Kingdom, West Germany, France 

and I t a l y  , to the e f f e c t that the Governments of a l  l four c o u n t r i e s 

should i  n f u t u r e meet t h e i r h e l i c o p t e r requirements i  n three s p e c i f i e d 

classes by equipment designed and b u i l  t i n Europe. The discussion i  n 

the Sub-Committee on 9 December, f o r pa r t of which S i r John Cuckney, the 

Chairman of Westlands had been present, had been the t h i r  d meeting of 

M i n i s t e r s on t h i s s ubiect. No f u r t h e r decisions were needed at the 

present time. The Westlands Board had l e g a l d u t i e s towards shareholders 

and employees and must take the u l t i m a t e d e c i s i o n between the proposals 

of Sikorsky and a possible European o p t i o n . There was a r e a l danger 

t h a t , i  f the Government intervened, i  t would incur a degree of 
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r e s p o n s i b i l i t y f o r the company which could prove to be extremely 

expens i v e . 


The f o l l o w i n g p oints were also made i n discussion ­

a. Neither the Secretary of State f o r Trade and I n d u s t r y , who was 

the M i n i s t e r responsible f o r Westlands, nor the Prime M i n i s t e r had 

been warned that the question of Westlands would be r a i s e d at the 

present meeting of the Cabinet. 


b. Sikorsky, w i t h t h e i r present B r i t i s  h p a r t n e r , Short Bros L t d , 

had t r i e  d a year p r e v i o u s l y to s e l  l t h e i r Blackhawk h e l i c o p t e r to 

the M i n i s t r y of Defence. This o f f e r had been r e j e c t e d , since the 

M i n i s t r y had n e i t h e r a requirement nor the funds f o r such a 

h e l i c o p t e r . Sikorsky had now made c l e a r to the M i n i s t r y of Defence 

tha t they would expect to s e l  l the Blackhawk i  f i  t was manufactured 

by Westlands. Without orders i  n the United Kingdom, Westlands was 

u n l i k e l y to be able t o s e l  l the Blackhawk overseas i  n markets which 

were not the property of Sikorsky. 


c. I  f the M i n i s t r y of Defence were to buy the Blackhawk 

h e l i c o p t e r from Westlands, i  t would be thought that the Government, 

having r e s i s t e d pressure from Short Bros despite the economic 

problems of Northern I r e l a n d , had succumbed t o pressure f o r the 

west of England. On the other hand, the M i n i s t e r of State, 

Northern I r e l a n d O f f i c e had been present at the meeting on 

9 December, and had not reserved h i s Secretary of State's p o s i t i o n 

on the deci s i o n taken. 


d. The de c i s i o n reached by the Sub-Committee on 9 December had 

been based on the expectation t h a t a serious European o f f e r to 

Westlands could be put forward. No such o f f e r could be made 

withou t a f u l  l d iscussion of M i n i s t e r s . Such a discussion had 

apparently been envisaged by the Cabinet O f f i c e , which at 10.00 am 

on 10 December had telephoned M i n i s t e r s ' o f f i c e s about the 

p o s s i b i l i t  y of such a meeting but had l a t e r rung t o say t h a t no 

meeting was being c a l l e d . Against these p o i n t s , i  t was pointed out 

th a t the Cabinet O f f i c e o f t e n made e x p l o r a t o r y e n q u i r i e s about 

M i n i s t e r s ' a v a i l a b i l i t  y i n case a meeting should be re q u i r e d . 


The Prime M i n i s t e r , summing up a short d i s c u s s i o n , said t h a t E(A) had 

taken a de c i s i o n at i t  s meeting on 9 December. The matter had been 

r a i s e d a t Cabinet w i t h o u t n o t i c e . Cabinet could not pr o p e r l y consider 

the matter or take decisions w i t h o u t papers and without time f o r 

pre p a r a t i o n . There was nothing i  n the developments since 9 December or 

i n the discussion i  n Cabinet to i n v a l i d a t e or give grounds f o  r 

re c o n s i d e r a t i o n of the de c i s i o n reached on 9 December. 


The Cabinet -


Took note. 


Cabinet O f f i c e 


13 December 1985 
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