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P
&FpAY Y 1. The Cabinet were informed of the business to be taken in the House
of Commons during the following week.
RORE; /
ui‘iigg @ THE FOREIGN AND COMMONWEALTH SECRETARY said that the visit to London
Foie ¢xlier in the month of the Deputy Prime Minister of Iraq had been
ddle g ' owed by a visit from the Foreign Minister of Saudi Arabia,
ast Saud. There had been no significant change in the situation in
Tevigy The arrival of six French Super Etendard aircraft in Iraq
ferEns was“stA unconfirmed. Although.the'alrcraft would make little
C(83) ;e practic ifference to.Iraq‘§ fighting strength, they would be an added
C Clus'gth elemen stability in a highly unstable situation. At the
Hiﬂute ;Ons, United Nayyops the United Kingdom was participating in efforts to table
a balance aft resolution on the Iran/Iraq war which would command a
majority im\the Security Council but avoid alienating the Arab world.
In the Lebanon the ceasefire was just holding. The national
reconciliation t due to start that day were being postponed because
of objections fr e-Druze leader, Mr Jumblatt, to the proposed
venue at Beirut air The British contingent to the multinational
force continued to p the guard for meetings of the ceasefire
committee. Arrangemer ere nearing completion for the deployment of
an observer force of Grég¥ d Italian troops loosely linked to the
United Nations. /
Fal @
151:,1,:“‘1 THE FOREIGN AND COMMONWEALTH Y said that the United Nations
® General Assembly would shortly ting the Argentine draft resolution
'Pre‘,io on the Falkland Islands, although te for the debate was not yet
| Refe,__eus fixed. Argentina had been campaigni renuously in favour of its own
CC(33)n°e= draft, which was an updated version © st year's resolution. Despite
Conl 23rd British efforts to the contrary, the States would be voting in

Hinut:s;“s’ favour of the Argentine draft resolutip {hey had done last year. The

o United Kingdom was working hard to limit'flfe growth of support for the
Argentine draft and to discourage proposald to amend it. Italy was
playing an unhelpful role with the Europeans and the French attitude could

be of crucial importance. It would be desirable raise the issue

‘with President Mitterrand of France when he cm@.ondon later that

day. @

Disa

inq Kt:me“t THE FOREIGN AND COMMONWEALTH SECRETARY said that the rman Foreign

t“ntrols Minister, Herr Genscher, had had eleven hours of talks Wi the Soviet
Foreign Minister, Mr Gromyko, in Vienna on 16 and 17 Octo

E"evi%s Herr Genscher had skilfully presented the Alliance case fo @;

N eren deployment of cruise and Pershing 2 missiles, but Mr Gromykd*§ gthsequent

CC(83) ;e‘ speech in East Berlin had reverted to the harsh tone of Preside Andropov's

E?nqusizih statement of 28 September. Meanwhile the communique issued af

Minggy : 8
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the Soviet Union would walk out of the Geneva arms control negotiations
- if deployment went ahead. But it was clear that the Russians were
embarked on a major propaganda offensive in an attempt to play on
erman fears and prevent deployment taking place as planned. He had
mself seen Mr Kostandov, one of the Soviet Deputy Prime Ministers, in
on the previous day and had impressed on him that although the
ce was determined to go ahead with deployment the Western desire
ogress on arms control and disarmament was genuine and strong.

<;;%2;> as deliberately imprecise. It was still not possible to predict whether

THE FO COMMONWEALTH SECRETARY said that the risk of a
unilatera aration of independence by the Turkish Cypriots was
increasin Such a development would directly affect the United Kingdom

as a guaramtpr of the territorial integrity of Cyprus and could prejudice
continued British use of the Sovereign Base Areas. The United Kingdom
was therefore doing everything possible to discourage the Turks from

going ahead. Th nce Secretary had seen leading members of the
Turkish Governme i/ Ankara two days earlier, and the Minister of State,
Foreign and Common Office, Baroness Young, was at present in

Cyprus where she wo speaking to leaders of the Turkish Cypriot
community.

THE SECRETARY OF STATE NCE said that he had talked in Ankara to

d Foreign Minister of Turkey and

m. Unfortunately the imminent general
er) gave them little room for

tions with Greece was paranoiac.

the President, Prime Minis
explained British concerns
election in Turkey (due on
manoeuvre and their attitude

THE FOREIGN AND COMMONWEALTH SECRET id that a report was still
awaited on the outcome of the second the fifth round of talks with
the Chinese about the future of Hong Ko ut the terms of the agreed
communique, which described the talks a <§§g§fu1 and constructive",

were as reassuring as could have been ho for and should help to
strengthen confidence in Hong Kong.

THE FOREIGN AND COMMONWEALTH SECRETARY drew attenty
the Prime Minister of Grenada, Mr Bishop, and a numbegr 7/ other
political figures had been killed in violent clashes i
appeared that power had successfully been assumed by the
Minister, Mr Coard. The new regime was likely to be even
Marxist/Leninist than its predecessor.
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: THE FOREIGN AND COMMONWEALTH SECRETARY said that the introduction of a
Preyy state of emergency in and around Brasilia appeared designed to facilitate
hferzu <ﬁ:€§b the passage through the Brazilian Congress of an amended decree to limit
cé

cha)n alary increases which was crucial to the implementation of Brazil's
Cone 23r @reement with the International Monetary Fund.

lusy
Mip Ons,
el g The Cabinet -
%k note.
Cmﬂﬂm C
ﬁFF&IRéTY 3. T IGN AND COMMONWEALTH SECRETARY said that, at the Special
0 Council o iisters on 10-12 October, there had been some signs of

Q”ﬁun' movement t&kards the United Kingdom's position on future financing. All
&mgetlty member stated accepted that a solution had to be found. The French had
U“ked and suggested that the Danish proposal should be amended in a way which, in
Ingg principle, went in_the United Kingdom's direction. The task now was to
hﬁmgm put in place a s.fqzient framework before the European Council in Athens.
5 On the strict fin guideline for agricultural expenditure there were
%h@viml wide divergences of but the Dutch had a useful proposal on the
S .
83 : . .
Co ) 28th In Strasbourg the Euro Peyrliament had now voted in favour of the risk

Kingdom's 1982 refunds which was included
for 1983. The problem of the

g Budget Council remained but at least
It was probable, however, that when
budget the European Parliament might
seek to impose conditions on the .V t of the United Kingdom's refund

for 1983. Eb :

Traq.'2tional THE FOREIGN AND COMMONWEALTH SECRETARY- ,- ed that there had been a
B first discussion in the Council of Minist®&fs (Foreign Affairs) on

| b 17-18 October about the implementation by ‘Yhe Community of the
declaration of the recent Economic Summit at Williamsburg against
protectionism. The French had not been able at this meeting to go along
with the specific proposals. There was Communiyy”ajyeement, however,

on a clear declaration about insufficient effor (Eijsr made by Japan.

8y

“Ultur THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD repor t at the
re”ious Council of Ministers (Agriculture) on 1?-18 October an ¥gnreegent had
%fﬁren been reached on certain changes for Hedlterraneen proquct, would
CC(33) ;e: unblock this aspect of the enlargement negotiations with Sh§ d
C%m1u .9th Portugal. It should also ensure that these difficult issues™z :
M“mteslons’ burden the agenda of the next European Council. For fruit ank dtables

the results were substantially better for the yniteq Kingdom thé
demands of the Mediterranean producers. On olive oil the result

3 Z-
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prejudice the negotiations with Spain and Portugal. A joint
declaration by the United Kingdom, Germany and the Netherlands had made
clear that, to render the olive oil regime suitable for an enlarged
Community, mechanisms should be introduced to fit production to

ful, but the first exchange of views in the Council indicated that
would be considerable difficulties with some member states,
ularly Ireland. It was most unsatisfactory that for the present
© osal on the United Kingdom's less favoured areas had been

; oreseeable market outlets. There had also been discussion of access
' r New Zealand butter from the beginning of 1984; the Commission had been
t

bloeke Germany, France and Denmark.,
THE MINISQ =’BF AGRICULTURE, FISHERIES AND FOOD reported that the
Council of\Ninisters (Fisheries) on 19 October had again failed to agree

¢<§h"LOYMENT reported that, in his former
capacity of Secretary of ngs;\cm Transport, he had attended the informal
meeting of Community Trans.,qiz;inisters on 6-7 October. The French

=60 Xith him there the question of the

Minister of Transport had ra
Channel Tunnel, suggesting thfk\\g®.a future joint report was expected
to base itself on finance from te sources with public guarantees,

there should be no difficulty in a forthcoming response at

the Anglo-French Summit Meeting o2 October. In response he had

made clear that it would not be pos d%%g)for the United Kingdom

Government to comment in this sense port which they had not yet

seen and studied. The German Ministe nsport had also raised ’
with him the question of harmonising To eights with the Community at .
a figure higher than 38 tonnes. He had e clear that he saw

absolutely no possibility that the United Kingdom Government would
reopen this issue; the existing arrangements in the United Kingdom had

- been accepted by Parliament on the understandin t they would not be
reopened. It might, however, be possible tore eement on a basis
which allowed for harmonisation at a level which ot exceed 40 tonnes.

The Cabinet =

Took note.

/@§
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EXp 4, The Cabinet considered progress on the Public Expenditure Survey 1983.
SURVEY Their discussion and the conclusions reached are recorded separately.

Cabinet Office

20 October 1983
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LIMITED CIRCULATION ANNEX
CC(83) 30th Conclusions, Minute 4

Thursday 20 October 1983 at 9.45 am

jdered progress on the Public Expenditure Survey 1983.
m minutes dated 18 October from the Chief Secretary,
e Minister on the progress of the Survey and on

ice manpower up to 1 April 1988.

D

THE CHANCELLOR OF THE EXCHEQUER sﬁd that at the Cabinet's previous

Treasury to t
targets for Ci

discussion he had reported that rospects for output and inflation
were encouraging; but that bud rospects were not easy. That
picture remained broadly accurate gross domestic product in the
first half of 1983 was estimated t een some 3 per cent higher
than in the first half of 1982. Fut wth would be greatly
influenced by the speed of recovery i xport markets, especially
in Western Europe; but prospects were bly satisfactorys The
underlying trend of inflation was downwa though a temporary
upward departure from this trend might pe r a few months. Even
8o, the rate of inflation in the later part current year was
likely to be lower than the forecast that ha published at the
time of the Budget. The Public Sector Borrowing Requirement (PSBR)

in the first half of 1983-84 had been some £7 billion, compared with
£41 billion for the corresponding period in 1982-83 and with the Budget
forecast for the whole year of £8.2 billion. Although PSBR would
year than

in the first, and the measures which he had announced
help to contain it, it was still virtually certain that
the year would be significantly higher than the Budget f
was largely due to additional expenditure on demand-determi
Programmes and to the fact that the shortfall on cash-limit
which had been experienced in the past seemed unlikely to be
this year. A shortfall in the expected yield from indirect ta
due to lower than expected inflation, had also contributed to th

1 P
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@ higher borrowing requirement.’ Nevertheless, interest rates were at
! their lowest for five years, mainly because the consistency of the
Government's fiscal and monetary policies commanded confidence in the
‘ o market. Many of the factors which he had mentioned would continue
. and make the budgetary position in 1984-85 difficult. It was
; ssential that the Government should adhere to its published expenditure
| ans for that year in order to minimise the risk that taxation might
| to be increased.

dY¥scussion the following main points were made -

~ a. Expectations of changes in the rate of inflation in the
current and immediately following months could be expected to
influegce pay settlements in the formative stage of the pay

t might therefore be useful if Government spokesmen

st that the rate of inflation would soon fall. On

nd, it might be wiser not to anticipate the

orecast, which was normally published around the end

t would be sufficient at this stage to make the

end in inflation was downwards, without giving

point tha
precise fig

| b, In princi e economic recovery should generate higher
revenue and so 1Wpr the fiscal outlook. Much of the benefit
of the recovery h wever, accrued in the form of higher

profits. This was desirable in itself, but, as corporation tax
was collected a year in arrears, the benefit in terms of higher
revenue would not be felt until 1985-86.

c. It was surprising th though the PSBR was higher than
had been anticipated, inte tes were nevertheless the lowest
for five years. On the othe interest rates were probably

| Government 's policies than by 1§8 cirrent level.

| influenced more by expectatio G the PSBR and about the

to take an informed view
about public
ailable about the likely

‘ d. It would be easier for the C
of the situation and to consider de
expenditure if information could be
revenue outturn when reports were made prospects for
expenditure. Revenue was however hard dict. The best
estimate which could be made was that revenue in the current year
was unlikely to be different from that forecast earlier and that
unless public expenditure was held within the published totals
there was a risk that taxation would have to be ini:eased.

| PLIhl-
&%eigit THE CHIEF SECRETARY, TREASURY said that in their previou
Ure  Cabinet had agreed that the objective for the 1983 Public
Survey should be to hold to the published totals for 1984-8
1985-86; and that total spending should be held at the same
in 1986-87. The figures were to include adequate planning res
He had been invited to hold bilateral discussions accordingly wi
spending Ministers. Thanks to the co-operation of his colleagues

2
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discussions had made good progress; but there were still some
programmes on which it had not been possible to reach agreement, and
a wide gap remained. Several Ministers had outstanding bids for
additional expenditure. In order to achieve the objectives agreed by
the Cabinet it was necessary not only that those bids should be
ithdrawn or offset but also that further savings of about £600 million
1984-85, £775 million in 1985-86, and just over £1 billion in

-87 should be made. The outstanding issues arose on defence,
lture, foreign affairs, education, arts and libraries and

e nationalised energy industries; he had also not yet reached
agreement on local authority current expenditure in 1985-86 and
1986-87. He proposed that a small group of Ministers should be asked
to consider the issues.

On Civil ce manpower, he had now agreed with all colleagues but one
tales for 1 April 1988 and each intervening year. Allowing
for a contifge margin of 7,500 they amounted to a total of around

1988 for the Civil Service as a whole, a further

ent on the target figure for 1 April 1984. Details
to his minute of 18 October. He had not yet

the Secretary of State for Defence. The figures
@ent with his proposals on expenditure programmes.
aftimate it was possible to make of the manpower
needed to perform the%e ial tasks of each Department as they were now
foreseen. The contingd®Cy margin was included to give a measure of
flexibility in planning; it was larger than it would otherwise have been
in 1987 and 1988 to allow scope for the establishment of the proposed
National Prosecution Service, if it was decided that this should be
staffed by civil servants. As f s possible, allowance had been made
for expected productivity gains figures also reflected agreed plans
for privatisation, hiving-off a acting out. But it was probable
that further savings would be ide over the period; the figures
would therefore be reviewed in the of each successive Public
Expenditure Survey. He proposed tha igures should be published
alongside the expenditure plans. ' It w made clear that they would
be reviewed annually during each Survey) that the presumption was
that they would be adhered to, or reduce circumstances warranted.

were given in £
reached agreement®w
he proposed were c8f
They reflected the B

In discussion the following main points were A—

e. Although the Cabinet regarded it as desirable to protect
capital expenditure, it seemed probable that the overall effect
of what was now proposed on public expenditure would be to reduce
capital programmes disproportionately. It would bgmRelpful if

figures could be made available to the Cabinet s the
distribution between capital and current expendit rospective
expenditure programmes, and in the reductions that en agreed,

before the Cabinet took final decisions.

f. There was a particular difficulty in dealing with
of local authority current expenditure in 1985-86 and 19
Chief Secretary, Treasury proposed. This was not a matter
which the Secretary of State for the Environment could commi
colleagues who were responsible for individual services run by

3
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local authorities. On the other hand, it was necessary to
take decisions in the context of the Public Expenditure Survey.
The sums at stake were substantial. The Government should not

_ o be forced into reducing programmes to which it attached high
j : priority in order to accommodate overspending by local authorities

on matters of lower priority. As against this, until the proposed
legislation on rates limitation had been passed, it was impossible
for the Government to ensure that local authority spending conformed

o published plans. Nothing would be gained by basing plans on
unrealistic forecasts.

{ g. Some members of the Cabinet considered that the figures for
Civil Service manpower proposed by the Chief Secretary, Treasury
were_ } fficiently demanding. It should not be assumed that

e Government had made good progress in its first term of
cope for economies had been exhausted. There was
ganisational slack.

umming up the discussion, said that the Cabinet

ellor of the Exchequer's statement on the

f progress towards bringing public expenditure for
ithin the previously published planning totals.

The Cabinet might wi esume discussion of the economic situation

when the outcome of th mber economic forecast was available. She

would establish a small®Group of Ministers, under the chairmanship of

the Lord President of the Council, to try to resolve the outstanding

issues on public expenditure and to report to the Cabinet. The Cabinet

noted the difficulty of dealing with the local authority current

expenditure within this Group: Chief Secretary, Treasury, the

Secretary of State for the Envi t and those Ministers responsible

for substantial local authority jture programmes should therefore
attempt, in the first instance, t ve the issue informally among
themselves, and bring the matter be e Lord President's Group on public
expenditure as necessary. The Chief ry, Treasury should ensure that
information on the distribution of cap d current expenditure, and

how reductions in expenditure programmes affect this, was '
available to the Cabinet before they took decisions on the

1983 Public Expenditure Survey. The targe oM Civil Service manpower
proposed by the Chief Secretary, Treasury we ptable to the

Cabinet on the understanding that every attempt would be made to

improve on them. In this connection, the Prime Minister recalled

references in a previous discussion (CC(83) 24th Conclusions, Minute 5)

to the need to consider possible ways of facilitating premature

retirement from the higher ranks of the Civil Service that might

help to improve the promotion prospects of talented y staff. .
The response to inquiries from the media about the Cab
of public expenditure should be to the effect that good
already been made towards the Government's objective of a
the published planning totals, and that final decisions wou
over the coming weeks. There would be no objection to confir
asked, that a Group of Ministers would be examining the issues
would report to the Cabinet.

{ THE PRIME MINI
, took note of the
| economic situation
| 1984-85 and later

SECRET .




. - SECRET

@ The Cabinet =

13 Took note that the Prime Minister would
o establish a small Group of Ministers under the
9 chairmanship of the Lord President of the Council
to try to resolve outstanding issues on public
@ expenditure and to report to the Cabinet.

Z Invited the Chief Secretary, Treasury, in
consultation with the Secretary of State for the
Environment and the other Ministers concerned, to
attempt to reach agreement on the appropriate
provision for local authority current expenditure in

1985~ nd 1986-87, and to proceed as indicated in
the Minister's summing up.
3.

the Chief Secretary, Treasury to
ensure

@formation was available to the
expenditur

Cabinet o istribution of current and capital
and in the

e lines indicated in discussion
inister's summing up.
i manpower up to 1

ets for Civil Service
1988 proposed by the
| Chief Secretary, Tfeasury on the basis described

| in the Prime Minister's summing up.

4.  Approved

| 5. Agreed that the response to inquiries from the
media should be on the linWSCI:ibed by the

Prime Minister. :

Cabinet Office

| 21 October 1983
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