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(79) 25th C O P Y N O 
nclu s i on s 

C A B I N E T 

C O N C L U S I O N S o f a M e e t i n g of the C a b i n e t 
h e l d at 10 D o w n i n g S t r e e t o n 

T H U R S D A Y 13 D E C E M B E R 1979 

at 1 0 . 1 5 a m 

P R E S E N T 

T h e R t H o n M a r g a r e t T h a t c h e r M P 
P r i m e M i n i s t e r 

e Rt H o n W i l l i a m W h i t e l a w M P T h e R t H o n L o r d H a i l s h a m 
cretary of State f o r the H o m e D e p a r t m e n t L o r d C h a n c e l l o r 

e Rt H o n S i r G e o f f r e y H o w e Q C M P T h e R t H o n S i r K e i t h J o s e p h M P 
ancel lor o f the E x c h e q u e r S e c r e t a r y o f State f o r I n d u s t r y 

e Rt H o n F r a n c i s P y m M P T h e R t H o n J a m e s P r i o r M P 
cretary o f State f o r D e f e n c e S e c r e t a r y o f State f o r E m p l o y m e n t 

e Rt H o n S i r Ian G i l m o u r M P T h e R t H o n P e t e r W a l k e r M P 
rd P r i v y S e a l 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 

e Rt H o n M i c h a e l H e s e l t i n e M P T h e R t H o n G e o r g e Y o u n g e r M P 
cretary o f State f o r the E n v i r o n m e n t S e c r e t a r y of State f o r S c o t l a n d 

e Rt H o n N i c h o l a s E d w a r d s M P T h e R t H o n H u m p h r e y A t k i n s M P 
cretary o f State f o r W a l e s S e c r e t a r y o f State f o r N o r t h e r n I r e l a n d 

e Rt H o n P a t r i c k J e n k i n M P T h e R t H o n N o r m a n St J o h n - S t e v a s M P 
cretary o f State f o r S o c i a l S e r v i c e s C h a n c e l l o r o f the D u c h y o f L a n c a s t e r 

e Rt H o n J o h n N o t t M  P T h e R t H o n D a v i d H o w e l l M P 
cretary o f State f o r T r a d e S e c r e t a r y of State f o r E n e r g y 

e Rt H o n M a r k C a r l i s l e Q C M P T h e R t H o n J o h n B i f f e n M P 
cretary o f State f o r E d u c a t i o n and S c i e n c e C h i e f S e c r e t a r y , T r e a s u r y 

T h e R t H o n A n g u s M a u d e M P 
P a y m a s t e r G e n e r a l 
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RtHon N o r m a n F o w l e r M P T h e R t H o n M i c h a e l J o p l i n g M P 
rter o f T r a n s p o r t P a r l i a m e n t a r y S e c r e t a r y , T r e a s u r y 

M r P a u l C h a n n o n M  P 
M i n i s t e r o f S ta te , C i v i l S e r v i c e
( I t ems 6 and 7) 

 D e p a r t m e n t 

S E C R E T A R I A T 

S i r R o b e r t A r m s t r o n g 
M r M D M F r a n k l i n ( I t ems 3 and 4) 
M r L e C h e m i n a n t ( I tems 5 -7 ) 
M r P J H a r r o p ( I t ems 1 a n d 2) 
M r R L W a d e - G e r y ( I tems 3 and 4) 
M r P M o u n t f i e l d ( I tems 6 a n d 7) 
M r W N H y d e ( I tems 1 and 2) 
M r G D M i l e s ( I t em 5) 

C O N T E N T  S 

Sub j ec t P a g e 

P A R L I A M E N T A R Y A F F A I R S 

B u s i n e s s i n the H o u s e o f C o m m o n s 1 

L o c a l G o v e r n m e n t , P l a n n i n g a n d L a n d B i l l 1 

P a r l i a m e n t a r y B u i l d i n g 3 

B R I T I S H L E Y L A N  D 3 

F O R E I G N A F F A I R S 

I r a n 4 

R h o d e s i a 4 

D e f e n c e 4 

C O M M U N I T Y A F F A I R S 6 

A I R P O R T D E V E L O P M E N  T P O L I C Y 6 

T H E E C O N O M I C O U T L O O K A N D P U B L I C E X P E N D I T U R E 9 

P A Y A N D P R I C E P R O V I S I O N S F O R T H E 1980-81 C A S H L I M I T S 10 
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L I A M E N T A R Y 
AIRS 

liness i n the 
! of C o m m o n s 

Ill G o v e r n m e n t , 
tig and L a n d 

Inous 
irence: 

24th 
Illusions, 
lite 2 

1. T h e C a b i n e t w e r e i n f o r m e d of the b u s i n e s s to be t a k e n i n 
the H o u s e of C o m m o n s d u r i n g the f o l l o w i n g w e e k . It wa s p o i n t e d 
out that , i f the M o t i o n s to a p p r o v e the R a t e S u p p o r t G r a n t r 

( I n c r e a s e ) O r d e r s w e r e no t p a s s e d b e f o r e the r e c e s s , i t wa s l i k e l y 
that s o m e l o c a l a u t h o r i t i e s w o u l d h a v e to b o r r o w a t the h i g h 
p r e v a i l i n g r a t e s o f i n t e r e s t i n o r d e r to m e e t t h e i r c o m m i t m e n t s 
i n the p r e s e n t f i n a n c i a l y e a r . T h e s e O r d e r s , u n l i k e the O r d e r s 
s e t t i ng the R a t e S u p p o r t G r a n t f o r the n e x t f i n a n c i a l y e a r , c o u l d 
be t a k e n a f t e r 10 . 00 p m . T h e y d i d n o t h a v e to be a p p r o v e d b y the 
H o u s e o f L o r d s and s h o u l d be d e b a t e d i n the H o u s e of C o m m o n s the 
f o l l o w i n g week , p r o b a b l y o n T h u r s d a y , 20 D e c e m b e r . 

T h e C a b i n e t ­

1. T o o k n o t e . 

T H E S E C R E T A R Y O F S T A T E F O R T H E E N V I R O N M E N T s a i d that 
f u r t h e r c o n c e r n h a d b e e n e x p r e s s e d about the L o c a l G o v e r n m e n t , 
P l a n n i n g and L a n d B i l l . T h e C h a i r m a n o f the C o n s e r v a t i v e P a r t y 
and r e p r e s e n t a t i v e s o f the l o c a l a u t h o r i t y a s s o c i a t i o n s h a d 
e x p r e s s e d o p p o s i t i o n to the p r o v i s i o n s i n the B i l l f o r t r a n s f e r r i n g 
p l a n n i n g p o w e r s f r o m C o u n t y to D i s t r i c t C o u n c i l s , f o r a new f o r m 
of R a t e S u p p o r t G r a n t a n d f o r a new s y s t e m of c o n t r o l f o r l o c a l 
a u t h o r i t y c a p i t a l e x p e n d i t u r e . In v i e w of the l e n g t h of the B i l l , 
t h e r e w a s a l s o c o n c e r n about the t i m e t a b l e f o r i t s p a s s a g e t h r o u g h 
P a r l i a m e n t . H e w a s p r e p a r e d to s h o r t e n the B i l l b y d r o p p i n g 
s o m e 60 c l a u s e s . T h e r e c o u l d , h o w e v e r , be no q u e s t i o n o f a 
m a j o r a l t e r a t i o n o f p o l i c y o n b l o c k g r a n t o r c a p i t a l c o n t r o l s . H e 
b e l i e v e d that m a n y l o c a l a u t h o r i t i e s w o u l d w e l c o m e the p r o p o s a l 
to c h a n g e f r o m a p r o j e c t - b a s e d to a c e i l i n g - b a s e d c o n t r o l o f 
c a p i t a l e x p e n d i t u r e . It wa s not c l e a r o n the f ace o f the B i l l , 
h o w e v e r , how i t s p r o v i s i o n s w o u l d a c h i e v e that r e s u l t . T h a t 
w o u l d d e p e n d o n h o w the p r o v i s i o n s w o u l d be o p e r a t e d ; and he 
h a d no t ye t h a d an o p p o r t u n i t y to e x p l a i n t h i s to l o c a l a u t h o r i t i e s . 
O n c e he h a d a g r e e d w i t h the C h a n c e l l o r o f the E x c h e q u e r how 
the se c o n t r o l s w e r e to o p e r a t e i n p r a c t i c e , he p r o p o s e d to m e e t 
a n d e x p l a i n to the T o r y g r o u p l e a d e r s of l o c a l a u t h o r i t i e s that , 
d e s p i t e the i m p o s i t i o n o f o v e r a l l c e i l i n g s f o r c a p i t a l e x p e n d i t u r e , 
a u t h o r i t i e s w o u l d b e n e f i t g r e a t l y f r o m the r e l a x a t i o n o f the p r e s e n t 
d e t a i l e d c o n t r o l s . H e w o u l d , h o w e v e r , n e e d the f i r m b a c k i n g of 
h i s c o l l e a g u e s f o r the e s s e n t i a l p r o v i s i o n s o f the B i l l . 

In d i s c u s s i o n , i t w a s a r g u e d that p r o b l e m s o f P a r l i a m e n t a r y 
h a n d l i n g w o u l d a r i s e b o t h f r o m the l e n g t h and c o m p l e x i t y o f the 
B i l l a n d f r o m the n u m b e r of c o n t r o v e r s i a l i s s u e s that h a d to be 
d e b a t e d . T h e r e w a s s t r o n g o p p o s i t i o n i n P a r l i a m e n t a n d a m o n g 
C o n s e r v a t i v e l o c a l a u t h o r i t i e s to s o m e of i t s f i n a n c i a l p r o v i s i o n s , 
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a n d the C o u n t y C o u n c i l s o b j e c t e d to the p r o p o s e d c h a n g e s i n the 
d i s t r i b u t i o n of p l a n n i n g p o w e r s . If the f i n a n c i a l p r o v i s i o n s w e r e 
to r e m a i n at the c o r e of the B i l l , a s m a n y c l a u s e s as p o s s i b l e 
s h o u l d be d e f e r r e d to a l a t e r s e s s i o n ; o t h e r w i s e the w h o l e of the 
G o v e r n m e n t s l e g i s l a t i v e p r o g r a m m e w o u l d be p u t at r i s k . In 
f u r t h e r d i s c u s s i o n t h e r e w a s s t r o n g s u p p o r t f o r the e a r l y i m p l e m e n t a ­
t i o n o f the m a i n e l e m e n t s o f the B i l l to e s t a b l i s h e f f e c t i v e c o n t r o l 
o v e r p u b l i c e x p e n d i t u r e b y l o c a l a u t h o r i t i e s . T h e p r o v i s i o n s 
r e l a t i n g to the e f f i c i e n c y o f l o c a l a u t h o r i t i e s , the g r e a t e r a c c o u n t a ­
b i l i t y o f d i r e c t l a b o u r o r g a n i s a t i o n s and the r e p e a l of the 
C o m m u n i t y L a n d A c t w o u l d c o m m a n d s u p p o r t a m o n g G o v e r n m e n t 
b a c k b e n c h e r s . T h e c o n s e q u e n t i a l r e - e n a c t m e n t o f the p o w e r s of 
the L a n d A u t h o r i t y f o r W a l e s , though l e n g t h y , s h o u l d n o t o c c u p y 
m u c h P a r l i a m e n t a r y t i m e . If, i n the even t , t he r e h a d to b e a 
g u i l l o t i n e , i t s e e m e d u n n e c e s s a r y to c o n t e m p l a t e d r o p p i n g m a j o r 
p r o v i s i o n s o f the B i l l . D e t a i l e d a m e n d m e n t s to m e e t l e g i t i m a t e 
p o i n t s r a i s e d b y l o c a l a u t h o r i t i e s c o u l d be m a d e i n C o m m i t t e e . 

T H  E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
a b o l i t i o n of d e t a i l e d c o n t r o l s a n d the s o r t i n g out o f p l a n n i n g 
f u n c t i o n s w o u l d enab l e sta f f to be s a v e d i n bo th c e n t r a l a n d l o c a l 
g o v e r n m e n t . T h e C a b i n e t h a d r e a f f i r m e d the n e e d to i n t r o d u c e 
the new f o r m of R a t e S u p p o r t G r a n t a n d a new s y s t e m of c a p i t a l 
c o n t r o l s i n o r d e r to p r e v e n t f u tu r e o v e r - s p e n d i n g b y l o c a l 
a u t h o r i t i e s . T h e S e c r e t a r y of State f o r the E n v i r o n m e n t s h o u l d 
d i s c u s s the o p e r a t i o n o f the new c o n t r o l s w i t h r e p r e s e n t a t i v e s o f 
l o c a l a u t h o r i t i e s , s t r e s s i n g the b e n e f i t s o f the new p r o c e d u r e s , 
bu t a l s o o f f e r i n g to c o n s i d e r a n y a l t e r n a t i v e s u g g e s t i o n s they m i g h t 
have f o r a c h i e v i n g the G o v e r n m e n t s o b j e c t i v e s . T h e p r e s e n t a t i o n 
o f the p r o v i s i o n s i n the B i l l f o r the c o n t r o l o f c a p i t a l e x p e n d i t u r e 
s h o u l d be r e v i s e d . T h e C a b i n e t h a d n o t e d the o f f e r o f the 
S e c r e t a r y o f State f o r the E n v i r o n m e n t to o m i t 60 c l a u s e s f r o m the 
B i l l . H e s h o u l d c o n s i d e r w h e t h e r a n y f u r t h e r r e d u c t i o n s c o u l d be 
m a d e i n the e l s e o f the B i l l w i thou t j e o p a r d i s i n g e s s e n t i a l p r o v i s i o n s . 
H e s h o u l d r e p o r t o n a l l t h e s e m a t t e r s , a s e a r l y a s p o s s i b l e i n the 
N e w Y e a r , to a s m a l l g r o u p o f M i n i s t e r s to be set up u n d e r the 
c h a i r m a n s h i p o f the H o m e S e c r e t a r y . T h e B i l l , a s s h o r t e n e d a n d 
a m e n d e d , s h o u l d be i n t r o d u c e d i n to the H o u s e o f C o m m o n s , a s s o o n 
a s p o s s i b l e a f t e r the r e c e s s . E v e r y e f f o r t s h o u l d be m a d e to 
s e c u r e the p a s s a g e o f the B i l l t h i s s e s s i o n : a n ex t ended s e s s i o n 
m i g h t w e l l b e c o m e n e c e s s a r y f o r bo th H o u s e s . 

T h e C a b i n e t ­

2 . T o o k no te , w i t h a p p r o v a l , o f the P r i m e M i n i s t e r ' s 
s u m m i n g up o f t h e i r d i s c u s s i o n . 
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3. I n v i t e d the S e c r e t a r y o f State f o r the 
E n v i r o n m e n t to a g r e e the d e t a i l e d w o r k i n g of the 
c o n t r o l s o v e r l o c a l a u t h o r i t y c a p i t a l e x p e n d i t u r e 
w i t h the C h a n c e l l o r o f the E x c h e q u e r ; to d i s c u s s 
w i t h a n d e x p l a i n the p r o p o s a l s to the g r o u p l e a d e r s 
o f l o c a l a u t h o r i t i e s ; a n d to s e e k a n a m e n d e d 
p r e s e n t a t i o n o f the r e l e v a n t p r o v i s i o n s i n the B i l l . 

4 . I n v i t e d the S e c r e t a r y o f State f o r the 
E n v i r o n m e n t to c o n s i d e r w h e t h e r the B i l l c o u l d be 
f u r t h e r s h o r t e n e d b y d r o p p i n g p r o v i s i o n s w h i c h w e r e 
n o t e s s e n t i a l . 

5. I nv i t ed the S e c r e t a r y of State f o r the 
E n v i r o n m e n t to r e p o r t on the p r o g r e s s he h a d m a d e 
a n d c o n c l u s i o n s r e a c h e d to a n a d h o c g r o u p to be set 
up u n d e r the c h a i r m a n s h i p of the H o m e S e c r e t a r y . 

T H  E P R I M E M I N I S T E R , s u m m i n g up a b r i e f d i s c u s s i o n , s a i d that l i a m e n t a r y 
t h e r e w a s no q u e s t i o n o f the G o v e r n m e n t g o i n g a h e a d w i t h the ding 
b u i l d i n g o f new o f f i c e s f o r M e m b e r s o f P a r l i a m e n t at a t i m e w h e n 
p u b l i c e x p e n d i t u r e o n i m p o r t a n t s o c i a l s e r v i c e s h a d to be r e d u c e d . 
She w o u l d be p r e p a r e d to a n s w e r a P a r l i a m e n t a r y Q u e s t i o n to thalj 
e f f e c t . 

T h e C a b i n e t ­

6. T o o k no te , w i t h a p p r o v a l , o f the P r i m e 
M i n i s t e r ' s s u m m i n g up o f t h e i r d i s c u s s i o n . 

2 . T H E S E C R E T A R Y O F S T A T E F O R I N D U S T R Y s a i d that the nsH 
C h a i r m a n of B r i t i s h L e y l a n d h a d b e e n due to v i s i t J a p a n b e f o r e f L A N D 
C h r i s t m a s to s i g n the c o n t r a c t w i t h H o n d a f o r the j o i n t p r o d u c t i o n 
o f a n e w m o d e l a t C o w l e y . It w o u l d be i m p o s s i b l e f o r the ious 
G o v e r n m e n t to r e a c h a d e c i s i o n o n the B r i t i s h L e y l a n d p l a n a n d frence: 
r e q u e s t f o r a d d i t i o n a l G o v e r n m e n t f und ing b e f o r e t h e n . J?9) 2 3 r d 
S i r M i c h a e l E d w a r d e s i n t e n d e d , t h e r e f o r e , to p o s t p o n e h i s v i s i t . (elusions, 
It w a s h o p e d that H o n d a w o u l d be p r e p a r e d to p o s t p o n e a d e c i s i o n pte 4 
o n the d e a l ; i f , h o w e v e r , H o n d a d e c i d e d i n the c i r c u m s t a n c e s no t 
to p r o c e e d w i t h the j o i n t v e n t u r e , r a t h e r t h a n to w a i t f o r a 
p o s t p o n e d v i s i t , B r i t i s h L e y l a n d m i g h t f e e l o b l i g e d to w i t h d r a w 
t h e i r p l a n f o r r e c o n s i d e r a t i o n . 

T h e C a b i n e t 

T o o k n o t e . 
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N 	 3. T H E L O R D P R I V Y S E A L s a i d that d u r i n g h i s v i s i t on 


10 D e c e m b e r the U n i t e d S t a t e s S e c r e t a r y of State , M r V a n c e , h a d i n the 
S 
contex t o f the A m e r i c a n h o s t a g e s i n T e h r a n a s k e d the G o v e r n m e n t to 
take a c t i o n to f r e e z e I r a n i a n a s s e t s i n L o n d o n . T h e G o v e r n m e n t was 
a n x i o u s to s u p p o r t the U n i t e d S t a t e s G o v e r n m e n t i f i t c o u l d ; but i t h a d 
not b e e n p o s s i b l e to a g r e e to t h i s p r o p o s a l b e c a u s e i t was not c l e a r that 

ice: the G o v e r n m e n t had the n e c e s s a r y l e g a l p o w e r s a n d b e c a u s e any s u c h 
24th a c t i o n c o u l d do l a s t i n g d a m a g e to L o n d o n ' s r o l e a s a f i n a n c i a l c e n t r e 
s i ons , a n d to the o i l - p r o d u c i n g c o u n t r i e s ' c o n f i d e n c e i n the i n t e r n a t i o n a l 
3 m o n e t a r y s y s t e m . 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 was i n 

B r u s s e l s a n d i n t o u c h w i t h M r V a n c e a n d the F r e n c h a n d G e r m a n F o r e i g n 
M i n i s t e r s . T h e A m e r i c a n s w e r e l i k e l y to p u r s u e t h e i r c a s e b e f o r e the 
I n t e r n a t i o n a l C o u r t o f J u s t i c e a n d w i th the U n i t e d N a t i o n s S e c u r i t y 
C o u n c i l . H e r M a j e n t y ' s A m b a s s a d o r a n d o t h e r d i p l o m a t i c 
r e p r e s e n t a t i v e s i n T e h r a n w e r e a d v i s i n g a g a i n s t r e s o r t to m o r e d r a s t i c 
a c t i o n at p r e s e n t . B u t i t wou ld not be e a s y to s a t i s f y A m e r i c a n p u b l i c 
o p i n i o n . G i v e n I r a n i a n d i s r e g a r d f o r i n t e r n a t i o n a l l a w , the p o s s i b i l i t y 
of B r i t a i n and o t h e r E u r o p e a n c o u n t r i e s w i t h d r a w i n g t h e i r A m b a s s a d o r s 
f r o m T e h r a n m i g h t have to be c o n s i d e r e d but d i d not o n b a l a n c e s e e m 
d e s i r a b l e at p r e s e n t . 

T H E L O R D	 P R I V Y S E A L s a i d that B r i t i s h s a n c t i o n s a g a i n s t R h o d e s i a 
h a d n o w b e e n l i f t e d , w i t h l i t t l e a d v e r s e r e a c t i o n so f a r . N e w Z e a l a n d 
h a d f o l l o w e d s u i t , and the F e d e r a l R e p u b l i c o f G e r m a n y was thought to 

i c e : be about to do so . It waa a l s o h o p e d that the U n i t e d S ta t e s G o v e r n m e n t 
24th w o u l d l i f t s a n c t i o n s i n the n e a r f u t u r e , i n s p i t e o f the i n i t i a l l y u n h e l p f u l 
s i ons , at t i tude of t h e i r r e p r e s e n t a t i v e at the U n i t e d N a t i o n s . M e a n w h i l e at 
3 L a n c a s t e r H o u s e the S a l i s b u r y d e l e g a t i o n a p p e a r e d w i l l i n g to a c c e p t bo th 

the l a t e s t B r i t i s h p r o p o s a l s o n the c e a s e f i r e a r r a n g e m e n t s a n d the F i n a l 
A c t o f the C o n f e r e n c e . T h e i n t e n t i o n s o f the P a t r i o t i c F r o n t d e l e g a t i o n 
r e m a i n e d u n c e r t a i n , but t h e r e was a r e a s o n a b l e p r o s p e c t that t h e y too 
w o u l d a c c e p t . 

T h e C a b i n e t ­

1. T o o k	 n o t e . 

T H E S E C R E T A R Y O F S T A T E F O R D E F E N C E s a i d that the 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 and he w e r e on b a l a n c e w e l l s a t i s f i e d w i th the 
d e c i s i o n s o n l o n g - r a n g e t h e a t r e n u c l e a r f o r c e s t a k e n at the M i n i s t e r i a l 
M e e t i n g of the N o r t h A t l a n t i c T r e a t y O r g a n i s a t i o n i n B r u s s e l s o n 

17th 12 D e c e m b e r . A s w e l l a s s e t t l i n g the a r m s c o n t r o l p r o p o s a l s to be put 
s ions , f o r w a r d ( i n c l u d i n g the A m e r i c a n o f f e r to w i t h d r a w 1, 000 n u c l e a r w a r ­
2 h e a d s f r o m E u r o p e ) , the A l l i a n c e h a d a g r e e d to the d e p l o y m e n t i n E u r o p e 
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of a l l the 572 new A m e r i c a n m i s s i l e s e n v i s a g e d . R e s e r v a t i o n s b y 
B e l g i u m a n d the N e t h e r l a n d s h a d p r o v e d l e s s s e r i o u s t h a n at one t i m e 
s e e m e d l i k e l y . T h e B e l g i a n G o v e r n m e n t h a d a g r e e d to a c c e p t t h e i r 
s h a r e o f the m i s s i l e s , sub j ec t o n l y to r e c o n s i d e r a t i o n a f t e r s i x m o n t h s , 
i n the l i g h t of the p r o g r e s s o f a r m s c o n t r o l n e g o t i a t i o n s ; and the D u t c h 
G o v e r n m e n t h a d a c c e p t e d the p r o p o s a l s a s a w h o l e , but h a d p o s t p o n e d a 
d e c i s i o n on t a k i n g a s h a r e of the m i s s i l e s i n H o l l a n d u n t i l the e n d o f 1981. 
E v e n the l a t t e r date was at l e a s t a y e a r e a r l i e r t h a n the p r o p o s e d 
d e p l o y m e n t c o u l d i n p r a c t i c e b e g i n . 

T H E P R I M E M I N I S T E R s a i d that , when she a n d the 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 v i s i t e d the U n i t e d Sta tes on 17-18 D e c e m b e r , 
she w o u l d have a p r e l i m i n a r y d i s c u s s i o n w i th P r e s i d e n t C a r t e r on the 
r e p l a c e m e n t o f the B r i t i s h s t r a t e g i c n u c l e a r d e t e r r e n t f o r c e , f o r w h i c h 
on e c o n o m i c g r o u n d s a l one A m e r i c a n a s s i s t a n c e wou ld be n e c e s s a r y . 
T h e P r e s i d e n t was u n l i k e l y to want to take f i r m d e c i s i o n s o n the m a t t e r 
at t h i s s t age , a n d i t m i g h t be s e v e r a l m o n t h s b e f o r e a g r e e m e n t was 
r e a c h e d . 

T h e C a b i n e t ­

2. T o o k no t e . 

5 
S E C R E T 



f 

[QNITY
S

dices
)24th
sions,
s 4 and 5

RT 
L O P M E N T 

CONFIDENTIAL 

 4. T H E L O R D P R I V Y S E A L s a i d that d i s c u s s i o n s b e t w e e n the 
 budge t M i n i s t e r s of the E u r o p e a n E c o n o m i c C o m m u n i t y a n d the 

E u r o p e a n P a r l i a m e n t h a d so f a r f a i l e d to r e a c h a g r e e m e n t , a n d i t c o u l d 
w e l l be that the E u r o p e a n P a r l i a m e n t w o u l d vote to r e j e c t the d r a f t 

 C o m m u n i t y budget f o r 1980, It was a r g u a b l e that t h i s w o u l d c r e a t e a 
 s i t u a t i o n i n w h i c h we c o u l d hope to change the budget to o u r a d v a n t a g e , 

 a n d t h e r e h a d b e e n i n d i c a t i o n s that the G e r m a n s s aw a c o n n e c t i o n w i t h 
 the p r o b l e m o f o u r ne t c o n t r i b u t i o n . O n the o t h e r h a n d , the c o n f u s i o n 

c r e a t e d b y P a r l i a m e n t s f a i l u r e to vo te the budget m i g h t d e t r a c t 
a t t e n t i o n f r o m o u r i m m e d i a t e p r o b l e m . O n b a l a n c e , f a i l u r e to d e c i d e 
o n the 1980 budget w o u l d p r o b a b l y not be h e l p f u l to u s . 

In a b r i e f d i s c u s s i o n i t wa s s t r e s s e d that the G o v e r n m e n t s h o u l d s e e k 
w h e r e v e r p o s s i b l e to a v o i d ge t t ing i n to the p o s i t i o n w h i c h i t h a d found 
i t s e l f on t h i s i s s u e , of b e i n g unab l e to s u p p o r t C o n s e r v a t i v e M e m b e r s o f 
the E u r o p e a n P a r l i a m e n t who w e r e t r y i n g to be h e l p f u l to B r i t i s h 
i n t e r e s t 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 , F I S H E R I E S A N D F O O D s a i d that , 
at the C o u n c i l o f M i n i s t e r s ( A g r i c u l t u r e ) on 10-11 D e c e m b e r , the F r e n c h 
r e p r e s e n t a t i v e s had sought to b l o c k the p r o p o s a l s f o r a d e v a l u a t i o n of 
the G r e e n P o u n d a n d the I t a l i a n G r e e n L i r a , i n o r d e r to e x t r a c t 
c o n c e s s i o n s o n wine a n d s h e e p m e a t . A f t e r l o n g and d i f f i c u l t 
n e g o t i a t i o n s , i n c l u d i n g a p o w e r f u l and e f f e c t i v e i n t e r v e n t i o n b y h i s 
M i n i s t e r o f State ( M r B u c h a n a n - S m i t h ) , a g r e e m e n t h a d b e e n r e a c h e d on 
a p a c k a g e of s t r u c t u r a l m e a s u r e s i n the w ine s e c t o r w h i c h i n v o l v e d l e s s 
C o m m u n i t y e x p e n d i t u r e t h a n the C o m m i s s i o n ^ p r o p o s a l s . T h e U n i t e d 
K i n g d o m r e p r e s e n t a t i v e s and the C o m m i s s i o n h a d r e f u s e d to a g r e e to a 
F r e n c h p l e a that f u r t h e r l e g a l p r o c e e d i n g s on s h e e p m e a t s h o u l d be 
a b a n d o n e d . T h e F r e n c h h a d f i n a l l y a g r e e d to l i f t t h e i r r e s e r v e o n the 
G r e e n c u r r e n c i e s d e v a l u a t i o n s . 

T h e C a b i n e t -

T o o k no t e . 

5. T h e C a b i n e t c o n s i d e r e d a l e t t e r d a t e d 10 D e c e m b e r f r o m the 
P r i v a t e S e c r e t a r y to the S e c r e t a r y of State f o r T r a d e to the P r i v a t e 
S e c r e t a r y to the P r i m e M i n i s t e r , and a note p r e p a r e d b y the S e c r e t a r y 
of State f o r T r a d e f o r the M i n i s t e r i a l C o m m i t t e e on E c o n o m i c S t r a t e g y 
(E (79 ) 69), bo th about a i r p o r t d e v e l o p m e n t p o l i c y . 

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 D E s a i d that the p r e v i o u s 
G o v e r n m e n t h a d set up two C o m m i t t e e s , an A d v i s o r y C o m m i t t e e on 
A i r p o r t s P o l i c y and a S tudy G r o u p on S o u t h - E a s t A i r p o r t s , to c o n s i d e r 
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the l o n g e r - t e r m op t i ons f o r h a n d l i n g g r o w t h of a i r t r a f f i c i n the S o u t h -
E a s t . T h e s e C o m m i t t e e s , w h i c h i n c l u d e d m e m b e r s h i p of a l l the m a j o r 
i n t e r e s t s c o n c e r n e d , i n c l u d i n g the l o c a l a u t h o r i t i e s , h a d now r e p o r t e d to 
h i m , a n d he p r o p o s e d that the r e p o r t s s h o u l d be p u b l i s h e d . It was 
d e s i r a b l e that the G o v e r n m e n t s h o u l d put a n e n d to the u n c e r t a i n t y 
s u r r o u n d i n g a i r p o r t p o l i c y , a n d he p r o p o s e d t h e r e f o r e to m a k e a 
s t a t e m e n t on the d a y o f p u b l i c a t i o n o f the r e p o r t s a n n o u n c i n g the 
G o v e r n m e n t s c o n c l u s i o n s . T h e i s s u e s h a d b e e n e x a m i n e d i n the 
M i n i s t e r i a l C o m m i t t e e on E c o n o m i c S t r a t e g y , a n d a n u m b e r of 
p r e l i m i n a r y d e c i s i o n s h a d b e e n r e a c h e d , sub j e c t to e n d o r s e m e n t b y 
C a b i n e t , b o t h on s u b s t a n c e and p r e s e n t a t i o n . T h e s e w e r e that t h e r e 
s h o u l d be no m a j o r new a i r p o r t f o r L o n d o n on the l i n e s e n v i s a g e d b y the 
R o s k i l l C o m m i s s i o n ; that the f u l l e s t u se of r e g i o n a l a i r p o r t s s h o u l d be 
e n c o u r a g e d ; that a d d i t i o n a l a i r p o r t c a p a c i t y s h o u l d be p r o v i d e d as the 
t r a f f i c d e v e l o p e d , at the e x i s t i n g a i r p o r t s o f H e a t h r o w , G a t w i c k a n d 
S t a n s t e d ; that t h e r e s h o u l d be a f o u r t h , but not a f i f th , t e r m i n a l at 
H e a t h r o w ; that t h e r e s h o u l d be no s e c o n d r u n w a y at G a t w i c k ; that the 
B r i t i s h A i r p o r t s A u t h o r i t y ( B A A ) s h o u l d be i n v i t e d to b r i n g f o r w a r d 
p r o p o s a l s f o r a n e w t e r m i n a l at S t a n s t e d , so a s to m a k e m a x i m u m use 
of the e x i s t i n g r u n w a y f a c i l i t i e s ; a n d that ou t l i ne p l a n n i n g c o n s e n t s h o u l d 
a l s o be sought f o r the d e v e l o p m e n t o f a s e c o n d r u n w a y at that s i t e . A n 
a c t u a l n e e d f o r a s e c o n d r u n w a y at S t a n s t e d w o u l d not e m e r g e , i f i t 
e m e r g e d at a l l , b e f o r e the 1990s , but the g r a n t of ou t l i n e p l a n n i n g 
p e r m i s s i o n w o u l d e n a b l e any p r o p e r t y o w n e r s i n the a f f e c t ed a r e a (about 
2, 000 a c r e s ) who w i s h e d to d i s p o s e o f t h e i r p r o p e r t i e s to do so to the 
B A  A at u n b l i g h t e d v a l u e s . He p r o p o s e d that the a n n o u n c e m e n t s h o u l d be 
m a d e e a r l y nex t week , a n d that he s h o u l d h o l d out the p r o s p e c t o f a 
P a r l i a m e n t a r y deba te on the p o l i c y e a r l y i n the N e w Y e a r . 

In d i s c u s s i o n the f o l l o w i n g m a i n p o i n t s w e r e m a d e ­

a . In h a n d l i n g the p l a n n i n g a s p e c t s o f d e v e l o p m e n t s l i k e that 
e n v i s a g e d f o r S t a n s t e d i t was d e s i r a b l e that t h e r e s h o u l d be 
o p p o r t u n i t i e s both fo r p u b l i c a n d f o r P a r l i a m e n t a r y deba t e . 
T h e r e w e r e a n u m b e r of w a y s i n w h i c h b o t h o b j e c t i v e s c o u l d be 
a c h i e v e d . A l l i n v o l v e d a p u b l i c i n q u i r y , but t h e r e was no n e e d 
ye t f o r the G o v e r n m e n t to d e c i d e on the m o s t a p p r o p r i a t e 
P a r l i a m e n t a r y a r r a n g e m e n t s . A d e c i s i o n h e r e c o u l d be d e f e r r e d 
u n t i l a f t e r the p r o p o s e d debate a n d p u b l i c r e a c t i o n to the 
a n n o u n c e m e n t a s a who l e . 

b . It w o u l d be i m p o r t a n t to a v o i d c o m p r o m i s i n g the q u a s i ­
j u d i c i a l f u n c t i o n o f the S e c r e t a r y o f State f o r the E n v i r o n m e n t i n 
r e s p e c t o f p l a n n i n g a p p l i c a t i o n s . T h e p r o p o s e d s t a t e m e n t wou ld 
n e e d to be w o r d e d w i th t h i s i n m i n d . 
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c . It w o u l d be i m p o r t a n t f o r the s t a t e m e n t to go as f a r a s 
p o s s i b l e i n r e l i e v i n g the a n x i e t i e s o f those who w e r e o p p o s e d to 
the d e v e l o p m e n t o f a new a i r p o r t at M a p l i n o r at i n l a n d " g r e e n 
f i e l d " s i t e s . 

d . A n e n l a r g e d t r a f f i c f l ow to S t a n s t e d wou ld r e q u i r e 
i m p r o v e m e n t s i n a c c e s s bo th b y r a i l a n d b y r o a d , i n c l u d i n g the 
r o a d l i n k s b e t w e e n c e n t r a l L o n d o n a n d the M i l . T h e p r o v i s i o n of 
t he s e l i n k s , w i th due r e g a r d to the i n t e r e s t s and f e e l i n g of those 
t h r o u g h whose c o m m u n i t i e s the new l i n k s w o u l d p a s s , w o u l d be 
v e r y i m p o r t a n t to p u b l i c a t t i t udes to the p r o p o s a l s f o r d e v e l o p i n g 
S t a n s t e d . T h e s e w o u l d r e q u i r e a d d i t i o n a l p u b l i c m o n e y , but the 
e x t r a s u m s n e e d e d to p r o v i d e f o r i m p r o v e d s u r f a c e l i n k s wou ld 
be l o w e r i n the c a s e of S t a n s t e d t h a n i n a n y o f the s i t e s c a n v a s s e d 
f o r " g r e e n f i e l d " d e v e l o p m e n t . T h e p r o v i s i o n of a n e w r a i l l i n k 
f r o m S t a n s t e d to the L i v e r p o o l S t r e e t to C a m b r i d g e l i n e wou ld 
r e q u i r e the p a s s a g e t h r o u g h P a r l i a m e n t of a P r i v a t e B i l l . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the C a b i n e t 
w e r e a g r e e d that the p r o v i s i o n of a new m a j o r a i r p o r t f o r L o n d o n s h o u l d 
be r u l e d out , a s s h o u l d the p o s s i b i l i t y o f a s e c o n d r u n w a y at G a t w i c k , 
a n d a f i f th t e r m i n a l at H e a t h r o w . T h e G o v e r n m e n t w e r e p r e p a r e d f o r 
the B A  A to b r i n g f o r w a r d d e t a i l e d p r o p o s a l s f o r f u r t h e r d e v e l o p m e n t at 
S t a n s t e d , i n c l u d i n g a n e w t e r m i n a l a n d o t h e r f a c i l i t i e s to i n c r e a s e the 
u s e m a d e o f the e x i s t i n g r u n w a y , t o g e t h e r w i t h ou t l i ne p r o p o s a l s f o r the 
p o s s i b l e l o n g e r - t e r m d e v e l o p m e n t of a s e c o n d r u n w a y . T h e s e p r o p o s a l s 
w o u l d t h e n be e x a m i n e d b y a n a p p r o p r i a t e p l a n n i n g p r o c e d u r e , b e f o r e 
a n y f i n a l d e c i s i o n was t a k e n . E a r l y nex t w e e k the S e c r e t a r y of State f o r 
T r a d e s h o u l d m a k e an a n n o u n c e m e n t a l ong the l i n e s he had i n d i c a t e d , 
t a k i n g i n t o a c c o u n t the p o i n t s m a d e i n d i s c u s s i o n , and s h o u l d p u b l i s h the 
r e p o r t s o f the s tudy g r o u p s at the s a m e t i m e . H e s h o u l d c o n s u l t 
c o l l e a g u e s a s a p p r o p r i a t e about the p r e c i s e t e r m s of the s t a t e m e n t . 
T h e C a b i n e t w e r e a l s o a g r e e d that he s h o u l d o f fe r the p r o s p e c t o f a 
P a r l i a m e n t a r y debate e a r l y i n the N e w Y e a r , and that d e c i s i o n s about 
the p l a n n i n g p r o c e d u r e s f o r d e a l i n g w i t h t h i s c a s e s h o u l d be d e f e r r e d 
u n t i l the debate h a d t a k e n p l a c e . T h e C a b i n e t thus e n d o r s e d a l l the 
r e c o m m e n d a t i o n s c o n t a i n e d i n p a r a g r a p h 16 o f E (79 ) 69, e x c e p t that the 
d e c i s i o n on the p l a n n i n g p r o c e d u r e s s h o u l d be h e l d o v e r f o r the t i m e 
b e i n g . * 

T h e C a b i n e t ­

1. T o o k n o t e , w i t h a p p r o v a l , of the P r i m e 


M i n i s t e r ' s s u m m i n g up of t h e i r d i s c u s s i o n . 
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2. Invited the S e c r e t a r y of State f o r T r a d e , a f t e r 
c o n s u l t a t i o n w i th the S e c r e t a r y of State f o r the 
E n v i r o n m e n t , to m a k e a P a r l i a m e n t a r y s t a t e m e n t on 
the l i n e s i n d i c a t e d i n the P r i m e M i n i s t e r ' s s u m m i n g 
up , a n d to a r r a n g e f o r the p u b l i c a t i o n o f the r e p o r t s 
o f the A d v i s o r y C o m m i t t e e on A i r p o r t s P o l i c y a n d 
the S tudy G r o u p on S o u t h - E a s t A i r p o r t s at the s a m e 
t i m e . 

6. T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m (C (79 ) 61) b y the 
OMIC C h a n c e l l o r of the E x c h e q u e r , r e p o r t i n g h i s p r e s e n t v i e w of the e c o n o m i c 
OOK o u t l o o k and m a k i n g r e c o m m e n d a t i o n s f o r f u r t h e r r e d u c t i o n s i n p u b l i c 
UBLIC e x p e n d i t u r e . 
ND ITURE 

T h e C a b i n e t 1 s d i s c u s s i o n i s s e p a r a t e l y r e c o r d e d . 
ous 

ence: T h e C a b i n e t ­
) 2 1 s t 
usions, 1. A g r e e d u p o n the n e c e s s i t y to m a k e the f u r t h e r 

4 r e d u c t i o n s i n the t o t a l o f p u b l i c e x p e n d i t u r e 


r e c o m m e n d e d b y the C h a n c e l l o r o f the E x c h e q u e r . 


2. Inv i t ed the C h a n c e l l o r o f the E x c h e q u e r a n d the 
C h i e f S e c r e t a r y , T r e a s u r y , to d i s c u s s w i th the 
D e p a r t m e n t a l M i n i s t e r s c o n c e r n e d p r o g r a m m e 
r e d u c t i o n s to a c h i e v e the a g r e e d r e d u c t i o n s i n the 
t o t a l s . 

3. I nv i t ed the C h a n c e l l o r o f the E x c h e q u e r to 
c i r c u l a t e a f u r t h e r m e m o r a n d u m on the e c o n o m i c 
b a c k g r o u n d and on m o n e t a r y p o l i c y . 

4. A g r e e d to r e s u m e t h e i r d i s c u s s i o n b e f o r e the 
e n d of J a n u a r y . 
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iND 7. T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m by the C h a n c e l l o r o f the 
E x c h e q u e r (C (79 ) 60) p r o p o s i n g the p a y a n d p r i c e a d j u s t m e n t s to be u s e d 

ISIONS i n s e t t i ng c a s h l i m i t s f o r c e n t r a l G o v e r n m e n t e x p e n d i t u r e i n 1980-81 to 
IHE c o r r e s p o n d w i th the C a b i n e t 1 s e a r l i e r d e c i s i o n s o n the v o l u m e of 
1 e x p e n d i t u r e . 

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 s a i d that M i n i s t e r s h a d 
a l r e a d y a g r e e d to the c a s h l i m i t s a n d e x t e r n a l f i n a n c i n g l i m i t s f o r l o c a l 

ous a u t h o r i t i e s a n d n a t i o n a l i s e d i n d u s t r i e s . T h e nex t s tep was to set c a s h 
ince: l i m i t s f o r the r e m a i n d e r o f c e n t r a l G o v e r n m e n t e x p e n d i t u r e , i n c l u d i n g 
]) 19th the N a t i o n a l H e a l t h S e r v i c e (NHS ) a n d the de f ence budget , but e x c l u d i n g 
usions, the p a y of the C i v i l S e r v i c e , f o r w h i c h s e p a r a t e p r o v i s i o n w o u l d be m a d e 

5 l a t e r . He p r o p o s e d a s ing l e c o m b i n e d f i g u i e of 14 p e r cen t f o r e x p e c t e d 
p a y a n d p r i c e m o v e m e n t s , y e a r u p o n y e a r . T h i s f i g u r e was i n l i n e w i th 
the f o r e c a s t p u b l i s h e d u n d e r the p r o v i s i o n s of the I n d u s t r y A c t . If i n the 
e v e n t the o u t t u r n was h i g h e r , the v o l u m e of e x p e n d i t u r e w o u l d have to be 
a d j u s t e d so a s to s t ay w i t h i n the c a s h l i m i t s . T h e f i g u r e s s h o u l d not be 
se t so l o w a s to r i s k the b r e a k d o w n of the c a s h l i m i t s s y s t e m . He 
r e c o g n i s e d that t h e s e p r o p o s a l s c o u l d be thought to i n v o l v e a m e a s u r e of 
a u t o m a t i c i n d e x a t i o n , of a k i n d w h i c h C a b i n e t r e g a r d e d a s u n d e s i r a b l e ; 
but t h i s wa s i n e v i t a b l e , i n a s y s t e m w h e r e e x p e n d i t u r e d e c i s i o n s w e r e 
t a k e n i n v o l u m e t e r m s a n d h a d to be t r a n s l a t e d i n to c a s h f i g u r e s . He 
h o p e d i t w o u l d be p o s s i b l e to u s e m u c h s m a l l e r a d j u s t m e n t f a c t o r s i n 
l a t e r y e a r s . 

In d i s c u s s i o n the f o l l o w i n g p o i n t s w e r e m a d e ­

a . T h e r e was a r i s k that a n y b u i l t - i n i n f l a t i o n f a c t o r w o u l d be 
m i s u n d e r s t o o d , and i f s e p a r a t e l y p u b l i s h e d , m i g h t be c o n s t r u e d 
a s a p a y n o r m . It was a n o t h e r e x a m p l e o f the a u t o m a t i c 
a d j u s t m e n t f o r m o v e m e n t s i n the R e t a i l P r i c e Index w h i c h l a y at 
the r o o t o f the p u b l i c e x p e n d i t u r e p r o b l e m . A g a i n s t t h i s i t was 
a r g u e d that M i n i s t e r s h a d a l r e a d y a g r e e d t h e i r a p p r o a c h to the 
v o l u m e of p u b l i c e x p e n d i t u r e - It w o u l d be w r o n g , a n d i n a s ense 
s u r r e p t i t i o u s , to s e e k to i m p o s e a f u r t h e r v o l u m e r e d u c t i o n by 
way of c a s h l i m i t s . A s i n g l e p r o v i s i o n f o r p a y a n d p r i c e 
m o v e m e n t s c o m b i n e d c o u l d be p r e s e n t e d a s c o v e r i n g a wide 
r a n g e of i n d i v i d u a l c h a n g e s . T h e r e w a s , h o w e v e r , no way o f 
a v o i d i n g p u b l i c a t i o n of i n d i v i d u a l c a s h l i m i t f i g u r e s . 

b . It was s u g g e s t e d that i t wou ld be p r e f e r a b l e to adopt a 
f i g u r e of 13 p e r c e n t , to c o r r e s p o n d w i th the f i g u r e u s e d f o r 
R a t e S u p p o r t G r a n t e x p e n d i t u r e . A g a i n s t t h i s i t was a r g u e d 
that the d i f f e r e n c e was j u s t i f i e d b e c a u s e l o c a l a u t h o r i t i e s h a d 
a l t e r n a t i v e m e t h o d s o f f i n a n c i n g not a v a i l a b l e to c e n t r a l 
G o v e r n m e n t , a n d i n p a r t i c u l a r to the N H S . 
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c . S p e c i a l p r o v i s i o n wou ld be m a d e f o r those g r o u p s f o r w h o m 
the S tand ing C o m m i s s i o n o n C o m p a r a b i l i t y h a d ye t to r e p o r t . 
T h e e x a c t a m o u n t to be a l l o w e d f o r t h i s p u r p o s e , eg f o r 
u n i v e r s i t y t e a c h e r s, s h o u l d be c o n s i d e r e d f u r t h e r . 

d . T h e m e a s u r e s s u g g e s t e d w o u l d p r e s e n t p r o b l e m s f o r the 
M i n i s t r y of D e f e n c e , whe r e the G o v e r n m e n t was b o u n d no t o n l y by 
i t s own M a n i f e s t o but b y i n t e r n a t i o n a l c o m m i t m e n t s o n de f ence 
e x p e n d i t u r e . A p a r t i c u l a r p r o b l e m m i g h t a r i s e on the p a y of the 
A r m e d F o r c e s , s i n c e the G o v e r n m e n t was c o m m i t t e d to 
i m p l e m e n t i n g the r e c o m m e n d a t i o n s of the A r m e d F o r c e s P a y 
R e v i e w B o d y ( A F P R B ) i n A p r i l , and these m i g h t w e l l i n d i c a t e a 
h i g h e r f i g u r e . It was a r g u e d that , i f s i g n i f i c a n t cu t s w e r e to be 
sought f r o m the de f ence budget , s u c h c u t s s h o u l d be d i s c u s s e d on 
m e r i t s , not i m p o s e d a s a b y - p r o d u c t o f c a s h l i m i t s . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
C a b i n e t a p p r o v e d the p r o p o s a l m a d e b y the C h a n c e l l o r of the E x c h e q u e r , 
a n d g e n e r a l l y e n d o r s e d the a d j u s t m e n t f a c t o r s se t out i n A n n e x A to h i s 
p a p e r . T h e p r e c i s e a l l o w a n c e to be m a d e f o r i n d i v i d u a l g r o u p s s h o u l d 
be d i s c u s s e d f u r t h e r w i t h the M i n i s t e r s c o n c e r n e d . T h e C a b i n e t 
r e c o g n i s e d that the p a y of the A r m e d F o r c e s m i g h t p r e s e n t s p e c i a l 
p r o b l e m s , g i v e n the G o v e r n m e n t s c o m m i t m e n t to i m p l e m e n t the f i n d i n g s 
of the A F P R B : one p o s s i b i l i t y m i g h t be a s e p a r a t e l i m i t f o r A r m e d 
F o r c e s p a y , a s f o r C i v i l S e r v i c e p a y . T h e C a b i n e t wou ld be conten t , 
a c c o r d i n g l y , f o r the C h a n c e l l o r o f the E x c h e q u e r a n d the S e c r e t a r y of 
State f o r D e f e n c e to s eek to r e a c h a g r e e m e n t on a n y s p e c i a l t r e a t m e n t 
w h i c h m i g h t be n e c e s s a r y i n t h i s c a s e . 

T h e C a b i n e t ­

1. T o o k n o t e , w i t h a p p r o v a l , o f the P r i m e 


M i n i s t e r ' s s u m m i n g up of t h e i r d i s c u s s i o n . 


2. I nv i t ed the C h a n c e l l o r o f the E x c h e q u e r to 
d i s c u s s w i t h the S e c r e t a r y of State f o r E d u c a t i o n a n d 
S c i e n c e a n d the S e c r e t a r y o f State f o r S o c i a l S e r v i c e s 
the c a s h l i m i t s to be a d o p t e d f o r the p a y o f those 
g r o u p s f o r w h o m t h e r e w e r e o u t s t a n d i n g c o m p a r a b i l i t y 
a w a r d s . 

3. I nv i t ed the C h a n c e l l o r o f the E x c h e q u e r to 
c o n s i d e r w i t h the S e c r e t a r y of State f o r D e f e n c e , i n 
the l i g h t o f the p o i n t s m a d e i n d i s c u s s i o n , the 
a p p l i c a t i o n of the C a b i n e t ' s d e c i s i o n s i n the a r e a of 
the de f ence budget , h a v i n g r e g a r d i n p a r t i c u l a r to the 
G o v e r n m e n t ' s c o m m i t m e n t on A r m e d F o r c e s p a y . 
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4. Sub j ec t to the o u t c o m e o f t he s e d i s c u s s i o n s , 
a p p r o v e d the p r o p o s a l s f o r c a s h l i m i t s f o r 1980-81 
set out i n A n n e x A to C (79 ) 60. 

C a b i n e t O f f i ce 

13 D e c e m b e r 1979 
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D O C U M E N T IS T H E P R O P E R T Y O F H E R B R I T A N N I C M A j E S T Y ' S G O V E R N M E N T 

C O P Y N O 

C A B I N E T 

L I M I T E D C I R C U L A T I O N A N N E X 

C C ( 7 9 ) 25th C o n c l u s i o n s , M i n u t e 6 

T h u r s d a y 13 D e c e m b e r 1979 at 10.15 a m 

T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m (C (79) 61) by the C h a n c e l l o r of 
OMIC the E x c h e q u e r , r e p o r t i n g h i s p r e s e n t v i e w of the e c o n o m i c o u t l o o k and 
0OK r e c o m m e n d i n g f u r t h e r r e d u c t i o n s o f £1, 000 m i l l i o n i n p u b l i c 
PUBLIC e x p e n d i t u r e i n 1980-81 and of £ 2 , 0 0 0 m i l l i o n i n e a c h of the s u b s e q u e n t 
N D I T U R E y e a r s . 

ous 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 s a i d that C a b i n e t h a d 
ence: a c c e p t e d , i n i t s d i s c u s s i o n of the N o v e m b e r e c o n o m i c m e a s u r e s , the 
)21st p o s s i b i l i t y that f u r t h e r c u t s i n p u b l i c e x p e n d i t u r e m i g h t be n e c e s s a r y , 
iisions, b e y o n d those a l r e a d y a g r e e d . T h e p r e s e n t e c o n o m i c s t r a t e g y , b a s e d 
4 o n t ight c o n t r o l o f the g r o w t h of m o n e y s u p p l y , wa s the o n l y one o p e n 

to the G o v e r n m e n t . T o a c h i e v e i t w i thout i n t o l e r a b l y h i g h i n t e r e s t 
r a t e s o r i n c r e a s e s i n t a x a t i o n - w h i c h w o u l d t h e m s e l v e s be i n c o n s i s t e n t 
w i t h the s t r a t e g y - r e q u i r e d f u r t h e r r e d u c t i o n s i n p u b l i c e x p e n d i t u r e . 
S i n c e the B u d g e t i n June t h e r e h a d b e e n a n u m b e r of a d v e r s e 
d e v e l o p m e n t s . O i l p r i c e s h a d i n c r e a s e d f a s t e r than e x p e c t e d . So h a d 
p a y s e t t l e m e n t s , though r e c e n t l y t h e r e h a d b e e n s o m e m o r e f a v o u r a b l e 
i n d i c a t i o n s . T h e p r o b l e m o f o u r c o n t r i b u t i o n s to the E u r o p e a n budget 
h a d no t yet b e e n s a t i s f a c t o r i l y r e s o l v e d . T h e C a b i n e t ' s e a r l i e r 
d e c i s i o n s o n r e d u c t i o n s i n p u b l i c e x p e n d i t u r e h a d not b e e n as f a r ­
r e a c h i n g a s he h a d h o p e d o r r e c o m m e n d e d . W i t h o u t f u r t h e r c u t s , i t 
w o u l d be n e c e s s a r y to i n c r e a s e t axe s i n the 1980 B u d g e t i f c o n t i n u e d 
h i g h , a n d p e r h a p s e v e n h i g h e r , i n t e r e s t r a t e s w e r e to be a v o i d e d . 
M o s t o u t s i d e c o m m e n t a t o r s h a d r e c o g n i s e d the n e e d f o r f u r t h e r 
r e d u c t i o n s i n e x p e n d i t u r e , g o ing b e y o n d the p u b l i s h e d f i g u r e s f o r 
1980-81, a n d p r e s s u r e f o r s u c h c u t s was m o u n t i n g . He b e l i e v e d that 
i t was n e c e s s a r y to r e d u c e e x p e n d i t u r e i n 1980-81 by a f u r t h e r 
£1 ,000 m i l l i o n , and to r e d u c e the p l a n s f o r l a t e r y e a r s b y 
£ 2 , 000 m i l l i o n i n e a c h y e a r . W i t h o u t e a r l y d e c i s i o n s of t h i s k i n d , 
the C a b i n e t c o u l d e a s i l y be f o r c e d i n to a s e r i e s o f i m p r o v i s e d 
e m e r g e n c y e c o n o m i c m e a s u r e s . S u c h d e c i s i o n s w o u l d e n t a i l the 
p o s t p o n e m e n t of p u b l i c a t i o n of the W h i t e P a p e r on P u b l i c E x p e n d i t u r e 
f r o m 1981-82 to 1983 -84 . 
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In d i s c u s s i o n the f o l l o w i n g m a i n p o i n t s w e r e m a d e ­

a . T h e p u b l i s h e d f i g u r e s f o r p u b l i c e x p e n d i t u r e i n 1980-81 h a d 
b e e n r e g a r d e d as d i s a p p o i n t i n g , a n d t h i s was one o f the f a c t o r s 
w h i c h had m a d e n e c e s s a r y a n i n c r e a s e i n i n t e r e s t r a t e s . I ndeed , 
h a d the C a b i n e t a c c e p t e d the C h a n c e l l o r o f the E x c h e q u e r ' s 
e a r l i e r a d v i c e o n e x p e n d i t u r e c u t s the 17 p e r cen t M i n i m u m 
L e n d i n g R a t e a n d the 15 p e r c en t m o r t g a g e r a t e m i g h t have b e e n 
a v o i d e d . 

b . I f a n y t h i n g , the C h a n c e l l o r o f the E x c h e q u e r s f o r e c a s t s 
w e r e o v e r - o p t i m i s t i c . T h e p r o s p e c t s f o r w o r l d t r a d e w e r e 
d e t e r i o r a t i n g . O i l p r i c e s w e r e l i k e l y to r i s e s h a r p l y a g a i n i n 
the n e a r f u t u r e . T h e e x p e n d i t u r e p l a n s m a d e no p r o v i s i o n f o r a 
n u m b e r of p o s s i b l e a d d i t i o n a l b u r d e n s , i n c l u d i n g m e a s u r e s to 
of fset the r u n d o w n of the s t e e l i n d u s t r y , and the n e e d s of B r i t i s h 
L e y l a n d . 

c . T o o m u c h r e l i a n c e s h o u l d not be p l a c e d u p o n f o r e c a s t s o f 
the P u b l i c S e c t o r B o r r o w i n g R e q u i r e m e n t ( P S B R ) . In a 
r e c e s s i o n the m o n e y s u p p l y a n d d e m a n d f o r c r e d i t w o u l d t e n d to 
c o m e down , and a t e m p o r a r y i n c r e a s e i n G o v e r n m e n t b o r r o w i n g 
m i g h t be the a p p r o p r i a t e r e s p o n s e . A g a i n s t t h i s i t was a r g u e d 
that a l l o w i n g the P S B R to r i s e was the c o r r e c t r e s p o n s e to a 
r e c e s s i o n o n l y i f the P S B R was at a l o w l e v e l to b e g i n w i th . T h e 
P S B R i n the U n i t e d K i n g d o m was too h i g h i n r e l a t i o n to the g r o s s 
d o m e s t i c p r o d u c t , a n d i t c o u l d not be a l l o w e d to r i s e f u r t h e r 
w i thout u n a c c e p t a b l e r i s k s to c o n f i d e n c e . 

d . T h e m a i n d y n a m i c f a c t o r i n the g r o w t h of p u b l i c e x p e n d i t u r e 
was the way i n w h i c h so m a n y p r o g r a m m e s i n c r e a s e d d i r e c t l y o r 
i n d i r e c t l y i n p r o p o r t i o n to m o v e m e n t s i n the R e t a i l P r i c e Index 
(RP I ) . T h e R P I w o u l d r i s e i n any c a s e nex t y e a r , f o r r e a s o n s 
qu i te o u t s i d e t h i s c o u n t r y ' s c o n t r o l , a s w o r l d o i l p r i c e s 
i n c r e a s e d . T h e U n i t e d K i n g d o m e c o n o m y c o u l d not be i n s u l a t e d 
f r o m the se m o v e m e n t s . T h i s m e a n t that i t was n o w d e s i r a b l e 
to l o o k a g a i n at a l l i n d e x - l i n k e d e x p e n d i t u r e s , i n c l u d i n g s o c i a l 
s e c u r i t y b ene f i t s a n d p u b l i c s e c t o r p e n s i o n s - though i n the 
l a t t e r c a s e a c t i o n m i g h t m o r e f r u i t f u l l y be c o n c e n t r a t e d on 
e n s u r i n g that an adequa te c o n t r i b u t i o n was m a d e by e m p l o y e e s 
to the c o s t o f t h e i r p e n s i o n r a t h e r than by s e e k i n g to r e m o v e 
i n d e x - l i n k i n g a s s u c h . It was e s s e n t i a l that p u b l i c s e c t o r p a y 
n e g o t i a t o r s s h o u l d r e a l i s e that p a y c o u l d not a u t o m a t i c a l l y be 
i n c r e a s e d to c o m p e n s a t e f o r m o v e m e n t s i n the R P I . 

e. O t h e r e l e m e n t s i n p u b l i c e x p e n d i t u r e w o u l d a l s o n e e d to be 
c u r t a i l e d . T h e r e wou ld be m u c h to be s a i d f o r s e e k i n g to 
a c h i e v e the n e c e s s a r y s a v i n g s by m e a n s of a r e l a t i v e l y s m a l l 
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n u m b e r of l a r g e r e d u c t i o n s , c o n c e n t r a t i n g on m a j o r d e c i s i o n s , 
h o w e v e r p a i n f u l the se m i g h t be . D i f f i c u l t d e c i s i o n s w o u l d i n 
p a r t i c u l a r be n e e d e d i n s o c i a l s e c u r i t y and i n o t h e r s o c i a l 
s e r v i c e s , a n d o n p u b l i c s e c t o r r e n t s . B u t no a r e a c o u l d be 
w h o l l y e x e m p t : o t h e r D e p a r t m e n t s w o u l d have to m e e t t h e i r 
s h a r e , a l t hough i n e v i t a b l y the m a j o r b u r d e n w o u l d have to f a l l on 
s o m e of the l a r g e s t s p e n d e r s . 

f. It was u n d e s i r a b l e that the i n c i d e n c e of f u r t h e r cuts s h o u l d 
f a l l , a s i t h a d t ended to do i n the p a s t , on c a p i t a l e x p e n d i t u r e , 
a n d t h e r e was p r o b a b l y l i t t l e s c o p e fo r f u r t h e r r e d u c t i o n s 
f o l l o w i n g the cu t s m a d e i n p r e v i o u s y e a r s . T h e p r i m e t a r g e t 
s h o u l d t h e r e f o r e be c u r r e n t r a t h e r t h a n c a p i t a l s p e n d i n g . 

g . It was s u g g e s t e d that the C h a n c e l l o r of the E x c h e q u e r ' s 
s t r a t e g y was s e e n by m a n y as r e l y i n g too m u c h on i n f l u e n c i n g the 
p r i c e o f m o n e y a n d not s u f f i c i e n t l y o n c o n t r o l s o f the q u a n t i t i e s o f 
c r e d i t . It m i g h t w e l l be that a n e x p l o s i o n of f i n a n c i a l t e c h n o l o g y 
h a d m a d e quan t i t y c o n t r o l s i n e f f e c t i v e , but i t w o u l d h e l p 
M i n i s t e r s i n the p u b l i c e x p o s i t i o n of the G o v e r n m e n t s c a s e i f 
t h e y c o u l d be g i v e n a f u l l e r a c c o u n t t h a n was at p r e s e n t a v a i l a b l e 
of the C h a n c e l l o r o f the E x c h e q u e r ' s m o n e t a r y s t r a t e g y and of 
the i n s t r u m e n t s by w h i c h i t wa s b e i n g p u r s u e d , to enab l e t h e m to 
a n s w e r p u b l i c c r i t i c i s m of t h i s k i n d . 

T H  E P R I M E M I N I S T E R , s u m m i n g u p the d i s c u s s i o n , s a i d that the 
C a b i n e t a g r e e d to a i m at r e d u c t i o n s o f p u b l i c e x p e n d i t u r e o f 
£1, 000 m i l l i o n i n 1980-81 and o f £ 2 , 000 m i l l i o n i n e a c h of the t h r e e 
s u b s e q u e n t y e a r s . It wou ld be l e s s d i f f i c u l t to m a k e the s e d e c i s i o n s 
now t h a n to take f u r t h e r o f f s e t t ing a c t i o n l a t e r . M i n i s t e r s s h o u l d 
t h e m s e l v e s r e v i e w t h e i r own p r o g r a m m e s , to see w h e r e r e d u c t i o n s 
c o u l d be m a d e . T h e C h a n c e l l o r o f the E x c h e q u e r a n d the C h i e f 
S e c r e t a r y , T r e a s u r y , s h o u l d d i s c u s s p r o p o s a l s f o r r e d u c t i o n s w i th 
D e p a r t m e n t a l M i n i s t e r s . If n e c e s s a r y , a s m a l l g r o u p of M i n i s t e r s 
c o u l d be e s t a b l i s h e d to c o n s i d e r any p o i n t s w h i c h c o u l d not be r e s o l v e d 
i n b i l a t e r a l d i s c u s s i o n . T h e r e s u l t s s h o u l d be r e p o r t e d to C a b i n e t 
b e f o r e the end of J a n u a r y . M e a n w h i l e , p u b l i c a t i o n of the s e c o n d P u b l i c 
E x p e n d i t u r e Wh i t e P a p e r , c o v e r i n g the y e a r s 1981-82 to 1 9 8 3 - 8 4 , s h o u l d 
be p o s t p o n e d , a n d a n a n n o u n c e m e n t abou t t h i s s h o u l d be m a d e 
i m m e d i a t e l y b e f o r e o r j u s t a f t e r C h r i s t m a s . T h e C h a n c e l l o r of the 
E x c h e q u e r w o u l d c i r c u l a t e a f u r t h e r p a p e r to the C a b i n e t o n the 
e c o n o m i c b a c k g r o u n d to the p u b l i c e x p e n d i t u r e p r o b l e m , and o n the 
t e c h n i q u e s of m o n e t a r y c o n t r o l a v a i l a b l e to h i m f o r c o n t r o l l i n g the 
g r o w t h of the m o n e y s u p p l y . 
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T h e C a b i n e t ­

1. A g r e e d u p o n the n e c e s s i t y to r e d u c e p u b l i c 
e x p e n d i t u r e b y £1, 000 m i l l i o n i n 1980-81 a n d by 
£2 , 000 m i l l i o n i n e a c h o f the sub sequen t y e a r s . 

2. I nv i t ed the C h a n c e l l o r o f the E x c h e q u e r a n d the 
C h i e f S e c r e t a r y , T r e a s u r y , to d i s c u s s w i t h the 
D e p a r t m e n t a l M i n i s t e r s c o n c e r n e d p r o g r a m m e 
r e d u c t i o n s to a c h i e v e the a g r e e d r e d u c t i o n s i n the 
t o t a l s . 

3. I nv i t ed the C h a n c e l l o r o f the E x c h e q u e r to 
c i r c u l a t e a f u r t h e r m e m o r a n d u m on the e c o n o m i c 
b a c k g r o u n d and on m o n e t a r y p o l i c y . 

4. A g r e e d to r e s u m e t h e i r d i s c u s s i o n b e f o r e the 
e n d of J a n u a r y . 

C a b i n e t O f f i ce 

14 D e c e m b e r 1979 
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