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1. The Cabinet were in fo rmed of the business to be taken i n 
S the House of Commons dur ing the fo l lowing week. 

o U 8  e T H E S E C R E T A R Y O F S T A T E F O R N O R T H E R N I R E L A N D said that 
he intended to make a statement i n the House of Commons that 
afternoon about the al legat ions of c r i m i n a l sexual misconduct made 
against persons employed at or o therwise connected wi th the K i n c o r a 
House boys ' home i n Nor t he rn I re land . The accusat ions now being 
invest igated by the pol ice included suggestions that secur i ty i n the 
P r o v i n c e might have been c o m p r o m i s e d by the use of b l a c k m a i l 
against those concerned. He proposed to announce that the 
Government intended to set up a publ ic i nqu i ry under a H i g h Cour t 
judge once the po l ice had completed thei r invest igat ions into the 
a l leged offences and any subsequent c r i m i n a l proceedings had been 
concluded. The p r e c i s e f o r m of the j u d i c i a l i n q u i r y would be 
decided at a l a t e r date. The C h i e f Constable of the R o y a l U l s t e r 
Cons tabula ry ( R U C ) would a lso invi te H e r Majes ty ' s Ch ie f 
Inspector of Constabulary to arrange for another Chie f Constable 
to invest igate the handl ing of the affair by the R U C  . 

The Cabinet -

Took note. 
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N 2 . T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y sa id that, 
as F a r l i a m e n t had been informed the prev ious day, B r i t a i n had 
agreed to send obse rve r s to the for thcoming elect ions i n E  l Sa lvador . 

^ Saly A T h i s dec i s ion would be c r i t i c i s e d by the left, both at home and abroad, 
r but on balance i t had seemed the r ight course to take i n d i f f icul t 

c i r c u m s t a n c e s . It would be p a r t i c u l a r l y welcome to the A m e r i c a n s , 
who were feel ing i n c r e a s i n g l y i so la ted over the p rob lems of C e n t r a l 
A m e r i c a and indignant at what they saw as the i r a l l i e s ' i n a b i l i t y to 
understand the s ignif icance of what was happening there . It was 
quite poss ib le that the o b s e r v e r s ' f indings would be c r i t i c a l of the 
conduct of the e lec t ions . The A m e r i c a n s accepted this , but remained 
keen that they should come. 

T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y said that he 
^ t e  v i  0 U  6 would be v i s i t i ng Zimbabwe the fo l lowing week. It was not at a l l c lear 
^e*"en  v/hy the P r i m e M i n i s t e r , M r Mugabe, bad decided at this p a r t i c u l a r c

^(81) i  4 v moment to d i s m i s s f r o m his Government h is ma in coa l i t ion par tner , 
^ 0 , l c l u 3 i  ^ k o m o . It had been wide ly known for some time that the fo rmer o n

^itiut  2 ° n 8 ' m i l i t a r y wing of M r N k o m o ' s par ty , the Zimbabwe A f r i c a n Peoples e

Union (Pa t r i o t i c F r o n t ) , had a number of clandestine a r m s caches. 
Al though i t seemed u n l i k e l y that M r Nkomo and his fo l lowers were i n 
fact plot t ing a coup d'etat wi th the white se t t l e r s ' Republ ican F r o n t 
par ty , M r Mugabe might perhaps have persuaded h i m s e l f that this was 
happening. But having p u b l i c l y accused M r Nkomo of such plot t ing he 
might w e l l now feel obliged to put h i m on t r i a l . If he did so, there 
could be a dangerous reac t ion f rom M r N k o m o ' s Ndeble suppor ters , 
who made up 20 per- cent both of Z imbabwe ' s populat ion and of the 
nat ional a r m y . 

^ b / I 8 r a' ie T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y said that reports I* ^ e v i o u 8 reaching the United States Government had convinced them that there 
w a s  a ne^reri  acute danger of the I s r a e l i s at tacking southern Lebanon i n an r e; 

i C ^ ^ ) 2nd attempt to dea l once and for a l l wi th the Pa le s t ine L i b e r a t i o n 
| ^ t l c  ^ s i 0  n

p '
 Organ i sa t ion , B r i t a i n was involved i n the steps wh ich were therefore 

 being taken to dissuade A r a b states i n the a rea f rom any act ion which 
could provide the excuse for such an attack. 

V 
>;
 T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y said that despite 
i^ey*on8 P r e s s repor t s i t seemed u n l i k e l y that the Chinese leader M r Deng 
^!f6 l ,enCe. Xiaoping was i n p roces s of being removed f r o m power . A t the age of 
C0 ) l s t h ^ W a  S n a  * u r a  * t b a  t  b e should be l i m i t i n g his a c t i v i t i e s , but he s t i l l 
TO  C ^ s i o n seemed to be ve ry much i n cont ro l of p o l i c y . 

eg 2 Ûtp  8 -
The Cabinet 

Took note. 
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I M M U N I T Y 
I F A I R S T H E C H A N C E L L O R O F T H E E X C H E Q U E R said that the 

meeting of the C o u n c i l of M i n i s t e r s (Economics and Finance) on 
15 F e b r u a r y had not reached substantive conc lus ions . They had 

^°Ullcil  0 f d i s cussed the poss ib le further development of the European Moneta ry 
^ s t e r Sys tem and planned to have another d i s cus s ion before the meeting of the 
5C o , 1omi  European C o u n c i l at the end of M a r c h . The C o u n c i l (Economics and 
^ ^ c e )  ° S Finance ) had a l so d i scussed United States in teres t rates and i t had 
' ^ e b r U  a been agreed that the Belgian P r i m e M i n i s t e r should express the 

r ^ C o m m u n i t y ' s concern dur ing his v i s i t to the United States. 

c

 e rj enc d i s c u s s i o n i t was suggested that the m a i n element i n the United 
^(81) 4 ^ 8 ' States budget def ic i t , which was causing the high in te res t rates i n the 
^ l c l u 8 j  Uni ted States, was the high l e v e l of defence expenditure. A s the o n

Jf̂ ute 3 , European countr ies were not w i l l i n g to share that burden, they were 
3 

^(82) not i n a good pos i t ion to object to the consequences for in te res t rates, 
i^hisiQrj On the other hand, i t was pointed out that the effect of United States 

ltlut  2 economic p o l i c y on in t e re s t rates was a consequence of the i r fa i lure 
to put up taxes . 

e

u  C U of 

^ste y. s T H E M I N I S T E R O F A G R I C U L T U R E said that the C o u n c i l of M i n i s t e r s 

l^ icm^ (Agr i cu l tu r e ) had held i t s f i r s t d i s c u s s i o n on the C o m m i s s i o n ' s p r i c e 


^ ^ebi-n p roposa l s on 15-16 F e b r u a r y . The Germans had been r e m a r k a b l y 
v^ r 

i)
 s i lent , although they had attacked the C o m m i s s i o n p roposa l to revalue 


t6v*°Us the G r e e n Deu t schemark . The others , wi th the exception of the 

6 r e t l  c e - United Kingdom, had a l l wanted p r i c e i nc reases higher than those 

) 5th proposed by the C o m m i s s i o n . A t the end of the meeting the P r e s i d e n c 
u <s i  0 n  " a i announced a further meet ing of the C o u n c i l at the end of M a r c h s

3 ' when i t would coincide wi th the European C o u n c i l . A repor t ing 
t e l eg ram f r o m B r u s s e l s had indicated that this might have been an 
accident , but the M i n i s t e r ' s i m p r e s s i o n was that the B e l g i a n P r e s i d e n c y 
had made the ar rangement de l ibe ra te ly i n the hope of r e so lv ing the 
budget and a g r i c u l t u r a l p rob lems at the same t ime . There was a r i s k 
of demonstrat ions at the M a r c h meetings because the F r e n c h M i n i s t e r 
of A g r i c u l t u r e had encouraged F r e n c h f a r m e r s to demonstra te . A 
further in te res t ing development was that the F r e n c h M i n i s t e r had said 
that F r a n c e would not agree to further enlargement of the Communi ty 
un t i l solutions had been found to the p rob lem of Medi te r ranean products , 

The Cabinet -

Took note. 
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4 *  T H E S E C R E T A R Y O F S T A T E F O R T R A N S P O R T said that, 
fo l lowing lengthy negotiations the prev ious day under the auspices of 
the Adv i so ry* C o n c i l i a t i o n and A r b i t r a t i o n Se rv ice , a l l the par t ies to 

 the r a i l dispute and the G e n e r a l Sec re ta ry of the T rades Union Congress 
 had signed an agreement on the t e rms for implement ing the proposa ls 

 of the Commi t t ee of Inquiry cha i red by L o r d M c C a r t h y . The agreement 
 stated that the trades unions accepted that no mat ter was i n p r i n c i p l e 

 ru led Out of the further negotiations which were to take p lace . On that 
 bas i s the B r i t i s h R a i l w a y s B o a r d had agreed to pay the outstanding 

 3 per cent f r o m the 1981 pay settlement and the A s s o c i a t e d Society of 
 Locomot ive Eng inee r s and F i r e m e n ( A S L E F ) had agreed i m m e d i a t e l y 

to c a l l off their i n d u s t r i a l ac t ion . Al though the C h a i r m a n of the 
B r i t i s h R a i l w a y s B o a r d , S i r P e t e r P a r k e r , cons idered that there was 
now a bas i s for f ru i t fu l negotiations wi th A S L E F  , i t r emained to be 
seen whether this was indeed the case . A n y comment by the 
Government on the outcome might best be confined to emphas is ing that 
improved p roduc t iv i ty was essen t ia l to the future of the r a i lways and 
that i t was therefore impor tant that the proposed further negotiations 
should succeed. 

The Cabinet 

1. Took note. 

T	 H E S E C R E T A R Y O F S T A T E F O R T R A N S P O R T said that London 

 T r a n s p o r t ( L T ) trade unions had voted unanimously the prev ious evening 
for a one-day s t r ike i n protes t at the inc rease i n fares planned for 

 M a r c h ; the date of the s t r ike had not yet been set t led. The Leade r i . , • 
 of the G r e a t e r London C o u n c i l ( G L C ) had sought to give the i m p r e s s i o n 

 i n the media that both the proposed inc rease i n fares and the substantial 
 i nc rease i n the G L  C rate precept were d i r e c t resu l t s of the House of L o r d s ' judgment. 

T H E P R I M E M I N I S T E R , summing up the d i s c u s s i o n , said that the r e a l 
reasons for the inc rease i n the G L C rate precept should be made c l ea r 
urgent ly to the puh l i c . It was due i n par t to the G L C ' s dec i s ion to 
c l e a r next year the def ic i t wh ich L  T had i n c u r r e d through operat ing the 
low fares p o l i c y , and a continuation of that p o l i c y would have led to an 
even greater i nc rease i n the precept . I h e inc rease was a lso p a r t l y 
at tr ibutable to extravagant p o l i c i e s pursued by the G L C i n areas other 
than t ranspor t . 

The Cabinet 

2 . Invited the Sec re t a ry of State for Transpor t , i n 
consul tat ion wi th the Sec re t a ry of State for the Env i ronmen t 
and the P a y m a s t e r G e n e r a l , to ensure , as a mat ter of urgency, 
that the r e a l reasons for the planned inc rease i n the G L C rate 
p recep t were made c l e a r to the pub l i c , on the l i ne s indicated 
i n the P r i m e M i n i s t e r ' s summing up. 

4 
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T H E M I N I S T E R O F A G R I C U L T U R E , F I S H E R I E S A N D F O O D said that 
the docK s t r ike at Teess ide meant that ce r t a in gates for the Thames 
B a r r i e r could not be loaded . If this ac t ion continued there would be 
a c r i t i c a l delay i n comple t ion of the b a r r i e r and the flood r i s k next 
win ter (by Whe|n the sea, w a l l s downst ream f r o m the b a r r i e r would be 
complete) would be dangerously i n c r e a s e d . It was for cons idera t ion 
whether, and i f so how, p r e s s u r e could be brought, on grounds of 
danger to the pub l ic , for the re lease of the gates. The question 
whether i t would be feasible and des i r ab le to use troops to load the 
gates would a lso need to be exp lo red . 

The Cabinet 

3. Invited the M i n i s t e r of A g r i c u l t u r e , F i s h e r i e s and 
F o o d , i n consul ta t ion wi th the Sec re t a ry of State for 
Employmen t and other M i n i s t e r s concerned, to submit 
urgent ly a paper to the M i n i s t e r i a l Commit tee on Economic 
Strategy on the effects of the Teess ide dock s t r ike on the 
Thames B a r r i e r and on the options open to the Government . 

5 
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T H E S E C R E T A R Y O F S T A T E F O R N O R T H E R N I R E L A N D said that he 
expected to make a statement about the future of the De L o r e a n 
company i n the course of the next few days . He was seeing . 
M r De L o r e a n l a t e r that morn ing . Unless M r De L o r e a n was able to 
t e l l h i m that new sources of finance were i m m e d i a t e l y avai lable to the 
company, the d i r e c t o r s would be obliged to announce that they could 
no longer continue t rad ing . In that event, the Government would 
appoint S i r Kenneth C o r k as r e c e i v e r , and the company would go into 
r e c e i v e r s h i p that afternoon. S i r Kenneth C o r k would probably then 
m*ke a statement saying that i n h i s view the company could survive 
i f r e cons t ruc t ed , and that i n the in te res t s of the c r e d i t o r s and the 
workfo rce he would attempt to s e l l i t as a going concern . In the 
meant ime, the r e c e i v e r was confident that finance could be r a i s ed f rom 
the banks to enable the company to continue on a care and maintenance 
bas i s without further r ecourse to Government funds. It might , 
however , be suggested that the Government should take over the 
company 's p r e m i s e s and other f ixed assets to c l ea r the outstanding 
loans of £21 m i l l i o n at present secured on them. He would not c o m m i t 
the Government to any such arrangement without further cons idera t ion 
and consul ta t ion wi th the Ch ie f Sec re t a ry , T r e a s u r y , and other 1 

M i n i s t e r s concerned . He would not be p repa red to accept any suggest
ion f r o m M r De L o r e a n that the d i r e c t o r s should be given further t ime 
to r a i s e finance to enable the company to continue t rading i n i t s present 
f o r m . 

T H E P R I M E M I N I S T E R , summing up the d i scuss ion , said that i t was 
c l ea r that the p rev ious A d m i n i s t r a t i o n ' s dec i s ion to support the 
De L o r e a n Company ' s Be l fa s t operat ion f r o m publ ic funds had been a 
se r ious mi s t ake . It was impor tant that there should be an 
independent valuat ion of any assets offered to the Government i n 
d ischarge of a l l o r par t of the ex i s t ing loans . Al though every effort 
should be made to m i n i m i s e the l o s s to publ ic funds, i t would be 
presen ta t iona l ly unfortunate i f the Government were seen to accept 
assets whose marke t value was w e l l below the l e v e l of the debts they 
were intended to cove r . The need to protect the in te res t s of the 
other c r e d i t o r s as far as poss ib le should a lso be borne i n m i n d . 

The Cabinet 

4 . Took note. 
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5. T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S said 
that at their meet ing on 26 November 1981 the Cabinet had approved 
i n p r i nc ip l e a p roposa l to r ecove r f r o m motor vehicle i n s u r e r s the 
cost of t reat ing v i c t i m s of road accidents under the Nat iona l Hea l th 
S e r v i c e . They had invi ted h i m to b r i ng fo rward a detai led scheme 
for cons idera t ion , and had agreed that i n the meantime the potential 
savings should not be inc luded i n the publ ished publ ic expenditure 
f igu res . H i s scheme had been cons idered by the Home and S o c i a l 
A f f a i r s Commit tee on 2 F e b r u a r y . To avoid the p r o b l e m of 'no fault ' 
l i a b i l i t y wh ich had led to the re jec t ion of e a r l i e r p roposa l s , he 
suggested that costs should be r ecove red f r o m the i n s u r e r s as a b lock 
sum equivalent to the es t imated cost to heal th author i t ies of t reat ing 
v i c t i m s of road accidents i n the p rev ious year . L e g i s l a t i o n would 
provide for the total to be a l located between ind iv idua l companies on a 
bas is to be agreed wi th them; the s imp les t solut ion would be for i t to 
be re la ted to the number of veh ic les insured by each. Companies 
would be left free to determine how the charge was to be passed on to 
their p o l i c y ho lde r s . The total sum to be r ecove red i n England i n 
1983-84 was es t imated at £88 m i l l i o n , i n addi t ion to the £4 m i l l i o n 
r ecove red under the Road T ra f f i c A c t 1972 f r o m the i n s u r e r s of 
d r i v e r s who were responsib le for accidents causing death or in ju ry . 
T h i s i m p l i e d an i nc rease i n p r e m i u m s of between £6 and £8 for each 
in su red veh ic le , though some companies might decide to v a r y the 
p r e m i u m inc rease to re f lec t their assessment of the r i s k involved i n 
ind iv idua l cases . In o rde r to have the scheme i n operat ion by 1983-84, 
l e g i s l a t i o n would have to be included i n the next F inance B i l l . T h i s 
would mean that the new charge would have to be presented as a tax, 
and that the abol i t ion of the ar rangements under the 1972 A c t would 
have to be dealt wi th i n separate l eg i s l a t i on , There were obvious 
p o l i t i c a l objections to a new tax wh ich would be l ev ied for the f i r s t 
t ime i n the pe r iod i m m e d i a t e l y before the next G e n e r a l E l e c t i o n , and 
i t would be argued by some of the Government ' s own supporters as w e l l 
as by the Opposi t ion and the motor ing organisat ions that motor i s t s 
were a l r eady bear ing more than thei r fa i r share of the burden of 
taxat ion. It would be said that i t was wrong to penal ise a l l motor i s t s 
whether or not they had been invo lved i n accidents which were thei r 
fault; and the i n s u r e r s would r e s i s t becoming as they would argue, 
tax c o l l e c t o r s . There would be c r i t i c i s m of the use of the F inance 
B i l l as a l eg i s l a t i ve vehic le for this purpose . On the other hand, the 
impor tance of widening the income base of the Nat ional Hea l th Se rv i ce 
had been accepted i n the recent publ ic expenditure d i scuss ions , and 
the impac t on p r e m i u m s would be ve ry s m a l l as a p ropor t ion of total * 
motor ing cos t s . The p r i n c i p l e of charging for par t of the cost of 
t reatment was a l r eady included i n the 1972 A c t . A poss ib le compro 
mise would be for l eg i s l a t i on to be defer red un t i l e a r l y i n the next 
P a r l i a m e n t . The Home and S o c i a l Af f a i r s Commi t t ee , while expressing 
cons iderable r e se rva t ions about the p r i n c i p l e of the p roposa l s , had 
accepted that they represented the best way of meet ing the Cabinet ' s 
r e m i t . 
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T H E A T T O R N E Y G E N E R A L said that there were ser ious objections 
to the use of the F inance B i l l for implement ing the scheme. The 
F inance B i l l could be used only for the r a i s i n g of money by bor rowing 
o r genera l taxation for payment into the Consol idated Fund ; i t could 
not be used to finance p a r t i c u l a r i t ems of expenditure. T h i s meant 
that the scheme, wh ich had o r i g i n a l l y been conceived as a means of 
saving publ ic expenditure, would have to be dealt wi th i n the B i l l and 
the assoc ia ted Budget Resolu t ions as a l evy on the insurance 
companies to be paid into the Consol idated F u n d . P a r l i a m e n t a r y 
Counse l had drafted c lauses wh ich re la ted the amount of the l e v y to 
the cost of treatment, but this was l i k e l y to be c r i t i c i s e d as a 
t ransparent device for us ing the F inance B i l l for l e g i s l a t i o n which 
would n o r m a l l y be outside i t s scope. 

In d i s c u s s i o n , i t was argued that the Cabinet had a l ready decided i n 
p r i n c i p l e to r ecove r costs f r o m the insurance companies , p rov ided 
that a workable scheme could be agreed . The p roposa l s i n 
C(82) 3 d i scharged this r e m i t . The F inance B i l l might not be an idea l 
l eg i s l a t ive veh ic le , but i t would enable the new arrangements to be 
in t roduced qu ick ly , and i t could not f a i r l y be argued that the 
Government were i n any way attempting to conceal the true nature of 
the l e v y . Al though the potent ial savings had not been inc luded i n the 
publ ished publ ic expenditure f igures , they had been ref lected i n the 
Cabine t ' s genera l approach to public expenditure, and i t would 
s e r i o u s l y d i s rup t o r d e r l y f inanc ia l planning i f f i r m dec i s ions i n 
p r i nc ip l e were la te r to be r e v e r s e d . The need to present the change 
i n the F inance B i l l and i n the na t iona l accounts as a tax ra ther than 
as the r e c o v e r y of expenditure was a l a r g e l y technica l mat ter , and 
should not be seen as a dec i s ive object ion to the proposed scheme. 

It was argued, on the other hand, that there were ser ious p o l i t i c a l 
objections to r a i s i n g further revenue for the Nat iona l Hea l th Se rv i ce 
i n the way proposed . The i n s u r e r s were v i r t u a l l y ce r t a in to pass 
the charge on as a flat rate addi t ion to p r e m i u m s which took no account 
of the age, exper ience or accident r e c o r d of i nd iv idua l s . They would 
place the blame square ly on the Government , wi th po t en t i a l l y 
damaging resu l t s i n the p r e - e l e c t i o n p e r i o d . The combined opposi t ion 
of the insurance companies , the motor ing organisat ions and the r u r a l 
motor ing lobby could l ead many of the Governmen t ' s supporters to vote 
against the p roposa l s , and i t must be doubtful whether they could be 
c a r r i e d i n the i r present f o r m . The misuse of the F inance B i l l to 
r e c o v e r expenditure was open to const i tut ional object ions, and would 
be an undesi rable precedent for the future. If i t was necessa ry to 
inc rease revenue to cover Na t iona l Hea l th Serv ice expenditure, i t 
would be preferable to r a i se the vehic le exc ise duty, Nat ional Hea l th 
Serv ice cont r ibut ions , or some other ex i s t ing genera l tax. F u r t h e r 
cons idera t ion might a lso be given to ways of ensur ing that the maximurr 
rece ip ts were obtained under the p r o v i s i o n s of the Road Tra f f i c A c t 
1972. 
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T H E P R I M E M I N I S T E R , Hamming up the d i scuss ion , said that the 
Cabinet cons idered that on balance i t would be p o l i t i c a l l y undesirable 
to proceed with the scheme for r ecove r ing the Nat iona l Hea l th Se rv ice 
cost of t rea t ing v i c t i m s of road accidents on the l ines set out i n 
C(8Z) 3. They recognised that this dec i s ion had f inancia l imp l i ca t i ons 
which would have to be taken into account by the Chance l lo r of the 
Exchequer i n fo rmula t ing his Budget p roposa l s . The Sec re t a ry of 
State for S o c i a l Se rv i ce s should rev iew the ar rangements for r ecove r ing 
accident t reatment costs under the Road Tra f f i c A c t 1972, and should 
cons ider whether i t was des i rab le to take any adminis t ra t ive steps 
to ensure that they were fu l ly used. 

The Cabinet 

1. A g r e e d not to proceed wi th the scheme proposed 
i n C(82) 3. 

2 . Invited the Sec re t a ry of State for Soc i a l Se rv i ce s 
to r ev iew the ar rangements for r ecove r ing treatment 
costs under the Road T ra f f i c A c t 1972, as indicated i n 
the P r i m e M i n i s t e r ' s summing up of their d i s c u s s i o n . 

Cabinet Office 

19 F e b r u a r y 1982 
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