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CONFIDENTIAL

1. THE CHANCE LLOR OF THE DUCHY OF LANCASTER
informed the Cabinet of the business to be taken in the House of
Commons in the week beginning 27 October,

The Chancellor of the Duchy said that a short Bill would be needed

to amend the Tenants' Rights (Scotland) Bill to reflect the
amendrments which the Government had now agreed to accept to the
Housing Bill. This Bill would probably be introduced in the House
of Lords and, since it met the wishes of the Opposition, could
subsequently be taken through all its stages in the House of Commons
in a single day in the week beginning 27 October., It wag only in

the following week that the House would be able to consider the
Lords' amendmentg to the Civil Aviation Bill, the Broadcasting Bill
and the Local Government, Planning and Land (No 2) Bill, The
latter Bill in particular would be wvulnerable to a concerted
Opposition attack on the lines of that mounted against the Housing
Bill, The number of Government amendments made to the Housing
Bill in the House of Lorde and the limited time available for their
consideration in the Commons had helped to make that attack
possible. It was of the utmost importance that the number of
Government amendments tabled in the Lords to the Loeal
Government, Planning and Land (No 2) Bill should be kept to the
absolute minimum, and the need for the fifty Government amendments

already proposed should Le re-examined with thisg in mind., On
present plans, Parliament would probably be prorogued towards the
end of the weck of 3 November: the State Opening of the nesxt
Segsion would now be on 13 November.

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that
the Minister for Local Government had discussed the handling of
the Local Government, Planning and Land (No 2) Bill in the Lords
with the Lord President of the Council and had agreed not to table
some of the proposed amendments and to table others only if there
weére adequate time available, His main concern was that
Government supporters in the House of Lords who expressed the
views of the local authority associations would comline with cross-
bench and Opposition peers to defeat the Government on the
provigions of the Bill dealing with the simplifi cation of planning
procedures and the proposed block grant, It might be possible,
though undesirable, to accept some amendments on the planning
provigions but preparations for the Rate Support Grant (RSG)
settlement for the next Gnancial year were already going ahead

on the basis of the block grant system. If these provisions of the
Bill were not to become law in October it would by then be impossible
to revert to the existing system for ealeculation of the RSG for
1981-82. There was likely to be a need for a guillotine motion when
the Bill returned to the House of Commonas,
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THE HOME SECRETARY said that the discussion on the Broadcasting
Bill could well take place in a difficult and emotionally-heightenad
atmosphere if Mr Gwynfor Evans, the leader of Plaid Cymru, died

or became sericusly ill as a result of his proposed hunger strike

in protest against the decigion not to alloeate a televigion channel
exclusively to Welsh languapge broadeasting. Everything possible
was being done by Mr Gwynfor Evansg's friends and by influential
public figures in Wales to digsuade him from thig course, but all

the indications seemed to be that he would persist in his protest.

THE SECRETARY OF STATE FOR SOCIAL SERVICES said that

it had been suggested that National Health Service (NHS) employees
were civil servants. If this view gained ground, one effect would
be that Members of Parliament, such as the Minister for Hezalth,
who held NHS appolntments would be disqualified for the purposc of
the House of Commeoens' Disqualification Act. The Law Officers
were congidering the question; if they came to the conclusion that
the Act applied to NHS employees there would need to be
legislation to give indemnity to the Members concerned, and perhaps
also separate legislation to make it clear that NHS employees were
not civil servants or holders of offices of profit under the Crown.

THE PRIME MINISTER, sumnming up the discussion, said that the
Cabinet recognised that the House of Lords would face a heavy
burden of lemslative work when they returned from the Summer
Recegs on 6 October. They had identified a number of problems
that were likely to face the Government in both Houses in securing
the enactrment of the remaining four Billg in thelr programme and,
in particular, the Local Government, Planning and Land (Ne 2) Bill,
Fifty-five Government Billg had, however, already received Royal
Assent this Session and, despite the last-minute problems with the
Housing Bill, another five would do so before the Récess, This
represented a congiderable achievement, the credit for which was
largely due to the efforts of the business managers in both Houges.

The Cabhinet -

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

CONFIDENTIAL




CONFIDENTIAL

THE CHANCELLOR OF THE EXCHEQUER said that when the
Defence Cash Limit for 1980-51 was set there was agreement i, that
it should be raised as necessary to cover the cost of pay increases
for the Armed Forces and ii. that it should be reviewed in the light
of developments in the international situation and the response to
them of the North Atlantic Treaty Organisation (NATO), and of
Britain's commitment to her NATO allies for a 3 per cent growth
in defence expenditure in real terms. It had now been agreed that
the Cash Limit should be raised by £54 million to take account of i, ,
but difficulty had arisen over ii. Spending in the first quarter of
the financial year indicated that the Cagh Limit would be overzpent
by £650 million over the whole year unless cuts were made. The
Secretary of State for Defence had agreed that steps should be taken
to eliminate £250 million of this, which represented volurmne in
excess of the accepted programme; and also that the Cash Limit
for 19680-81 should be reduced by £50 million to compensate for
overspending in 1979-80. The remaining £400 million of the
projected 1980-81 overspend was caused by costs increasing faster
than had been foreseen when the Cash Limit was fixed, He himgelf
would have preferred to see no increase in the Defence Cagh Limit on
this account, given the overriding importance of maintaining cash
limits discipline and thus the basis for the Government's economic
strategy; but, in the light of the Secretary of State for Defence's
strong representations about the congequences of such a course
both for the defence programme and for Britein's reletions with
NATO, it had been agreed that the Defence Cash Limit should be
raised by £200 million (which would be £150 million net after
deduction of the £50 million in respect of overspending in 1979-80),
in addition to the extra £54 million for Armed Forces pay. This
wonld represent a total increase of 21. 8 per cent over the Defence
Cash Limit for 1979-80.

THE SECRETARY OF STATE FOR DEFENCE said that, while he
and the Chiefs of Staff accepted this decision, given the very special
situation created by current economic cireumstances, it represented
a heavy blow to the Government's agreed defence policy, which was
based on alming for anmual increases of defence ﬁpending in real

terms in the region of 3 per cent in line with the agreed NATO target,
The inecrease in 1979-80 had been only 2. 5 per cent up on 1978-79;
and the inerease in 1980-£81 would now be only about 1. 5 per cent,

He would do his best to keep to 2 minimum the darmnage which thig
would cause. But it would be essential to ensure that increages in

ling with the 3 per cent aim were resumed in 1981-82 and subsequent
Years,

CONFIDENTIAL




COMNFIDENTIAL

THE PRIME MINISTER, summing up & brief discussion, said that
the Government's inability to mect the 3 per cent target in the
current year was a matter which all members of the Cabinet would
regret. It nevertheless had to be accepted in the interests of the
control of public expenditure, which was vital if the underlying base
of the national economy was to be got right. The co-operation
which had been shown by the Secretary of State for Defence and the
Chiefs of Staff was greatly eppreciated., Decigions about the level
of defence expenditure in 1981-82 would be taken when cash limits
for 1981-82 were set in the autummn of 1980,

The Cabinat -

. Took note.
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z. THE LORD PRIVY SEAL said that the difficvlties facing the
Prime Minister of Zimbabwe, Mr Mugabe, would be increased
following the arrest by the police on a murdsr charge of the

Mind pter of Manpower Planning, Mr Tekere, who was the leader

of the extremist wing of Mr Mugabe's party. The leader of the
other coalition party, Mr Nkomo, was the Minister to whom the
police were responsible, Mr Mugobe was maintaining the position
that the law ghuuld take its course.

THE LORD PRIVY SEAL said that the situation in the secessionist
island of Santo was tense but quiet, although one bridge had been
destroyed. It had been agreed that British and French troops
ghould remein there for two weeks longer. It might be posgible
for a force from Papua New Guinea to take over thereafter, The
gituation had been complicated by the unhelpful attitude taken by
the Australian Government at the United Nations.

THE 1LOBRD PRIVY SEAL said that there might be a debate at the
Unitad Nations on the Israeli Government's new law on the status
of Jerusalem:, which had now paseed the Knesget, It was
understood that the Prime Minister would shortly be receiving a
personal message on the subject from President Sadat of Egypt.

THE LORD PRIVY SEAL said that, following the incidents involving
Iranian "students' in the United States, there seemed little prospect
of progress towards the release of the American hustages.

THE HOME SECRETARY said that the unruly conduct of Iranian
regidents in Britain had provoked demands from the Britich public

that they should ba ﬂ:pEHEd. If one of the magistrates before whom
they appeared were to order their deportation, it would be relatively
eagy for him to take action, Although he had a power on his own
initiative to order the deportation of individuals whose presence was

in ks judgment not conducive to the public interest, the international
congequencos of his exercising that power in this instance might be
serious, There was also a technical difficulty over slgning

deportation orders in the case¢ of persons who refused to give thelr name

The Cabinet -

Took note. 5
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3. The Cabinet consgidered memoranda by the Secretary of State
for Industry (C{80) 51) and by the Lord Chancellor (C{80) 52) on

_ compensation for the nationalised shipbuilding and airerait

BUILDING companies and the introduction of private sector eapital into the
shipbuilding and shiprepair industries.

THE SECRETARY OF S5TATE FOR INDUSTRY said that he had
considered further, in consultation with the Secretary of State for
the Environment, the uu[:g;tsﬁqn that the former owners of the
warship building yards might be invited to chooge hetween
compengation on existing terms, under the Aircraft and Shipbuilding
Industries Act 1977, and the return of thedr yards. He had also
consgidered the possibility of keeping the present compensatior terma
but introducing legislation for privatisation and then offering the
yards back at market value, He had reluctantly concluded that
naeither of these courses wag practicable. From discussions with
former owners it was clear that they would be interested only if

they were given assurances over a range of issues: there was no
question of gimply handing the yards back to them. It would be
necessary, for example, to take account of the substantial eapital
investment by Britigh Shipbuilders (BS) in the yards and to clarify
the treatment of tax allowances, the implications for pension funds
and the recovery of progress payments. Long and complex
Ieginla‘licln would be necessary to deal with these queaﬁ,i_‘unu and,
unless the Bill were to apply to all the shipbuilding and shiprepair
companies of BS, there was a righk that it would be declared hybrid,
The Opposition would seize the opportunity to threaten renationalisation
if they were to come back into power. There would be an immediate
cost to the Public Sector Borrowing Requirement, because of the
repayment of progress payments, and the probability of widespread
and coptly industrial unrest within the industry. He reluctantly
concluded therefore that privatisation should be deferred and that
there should be no change in the present compensation provisicns,

THE LORD CHANCELLOR. gaid that he agreed with the Secretary of
State for Industry's conclusion. In his view the question of
privatisation should be considered separately from that of the alleged
inequity of the compensation terms. Retrospective legislation was
objectionable in principle; and in thic case retrospectve legislation
to change the compensation termys would benefit those shareholders
who had held on to their shares in the hope of such legislation but

not those who had sold to cut their losses. It would compound the
injustice to the latter group, while rewarding the former whose
moral claim was no greater,
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In discussion it was agreed that, while the compensation terms

of the 1977 Act were deplorable and in effect confiscatory, they

could not be changed now, While it might be possible to negotiate
solutions to some of the difficulties identified by the Secretary of
State for Industry, there could be no avoiding cornplex and
controversial legislation and the likelihood of creating further
injustices. It was moreover important that the Chairman of BS
should be given the epportunity to tackle the problems of the industry
free from the difficulties which a move to privatisation at this stage
would bring.

THE PRIME MINISTER, summing up the discussion, said that the
Cabinet reluctantly accepted that the compensation terme under the
1977 Act could not now be amended, They also agreed that the
privatisation of British Shipbuilders should be deferred, although it
remained the Government's intention to privatise the yards in whole
or in part as soon as it was practicable to do so,

The Cabinet -

L Agreed that there should be no change
in the terms of compensation under the Aircraft
and Shipbuilding Industries Act 1977 and that the
privatisation of Britigh Shipbuilders, in whole
or in part, should be deferred.

2, Invited the Secretary of State for Industry
to announce their decision in a Written Answer
before the Becess and to agree the terms of his
ammouncemant with the Chancellor of the Exchequer
and the Secretary of State for Trade.

4, THE PRIME MINISTER said that the Lord Preogident of the
Council had reported to her that 32 new non-departmental bodies
{Cuangos) had been set up since the Government began its campaign
to reduce their number, While numerically meny more quangos

had been abolished than created, the aggregate cost of the new ones
was higher than the aggregate cost of all those that had been
abolished. The pressure to reduce the number of quangos should

be maintained, and each Minister should satisfy himself that adequate
progress was being made in the areas for which he was responsible,

The Cabinet -
Took note.
Cabinet Office
7 Aupgust 1980 -
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