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'PA
ARy TARY 1 The Cabinet were informed of the business to be taken in the
r @ House of Commons during the following week.
el 23

HE SECRETARY OF STATE FOR NORTHERN IRELAND said that he was being
ressed to hold an inquiry under the Tribunals of Inquiry (Evidence)
1921 into the affair of the Kincora Boys Home. Two police

Preys
Ref‘t:us tigations had considered that no further criminal proceedings
®(82) gor d be taken, and he did not think that the House of Commons would
Conclu >th a the setting up of'a Tribunal of Inquiry. He was, however,
4 utes]1'°n5 co g setting up some other form of inquiry which might help
to h %ﬁe further spread of rumour and unfounded accusations.
Th%' et -
Agreﬁa: the Government should not appoint a
tribunal under the Tribunals of Inquiry (Evidence)
Act 1921 to inquire into the affair of the
Kincora Boy e,
F{)RE
&Pp;égg 2. THE MINISTER OF &P#1Ey FOREIGN AND COMMONWEALTH OFFICE (MR RIFKIND),
~ said that there had beurther military activity on Grenada, and
renada the withdrawal of Unite pes forces from the island continued. The
who estimated that it would be between

Governor General, Sir Paul ‘};;-‘
Prey: six and twelve months befoctions could be held, had now announced
the appointment of a nine-maw political, advisory council under
C33) : the chairmanship of Mr Aliste @- yre, the Grenadian Deputy
32ng Secretary General of the United ';”- ns Committee on Trade and Development.

Clugg : :
|Hlnutes;°ns; Mr Antony Rushford, a former Legaz:ser at the Foreign and Commonwealth

Office, now retired, was providing overnor General with legal advice.
The dispute over Grenadian credenti % the United Nations had not yet

been resolved. ﬁ .

leh -
*on THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that the
Yeyy,, ~ situation in the Lebanon remained tense following the recent terrorist
|R°fereus attack on the Israeli headquarters at Tyre. Bu reported
ICC(EB)M@: mobilisation by Syria seemed intended more for \fhow/than action; and
C°nc1u ?2“‘1 the Israeli mobilisation appeared to have been a @ e exercise
!'\iinut Slong, which was now over. Some very limited progress had-Yeeth made in the
€2 first round of the national reconciliation talks in ¢ 2, which had

been adjourned. The leader of the Palestine Liberati
(PLO), Mr Yasser Arafat, appeared likely to be forced €
Tripoli in humiliating circumstances. This would sharpe
within the PLO and make it more difficult to assess what
reactions were likely to be. The Minister of State, Foreigs
Commonwealth Office, Mr Luce, had returned from a useful vis

area, which had however revealed no sign of flexibility on the

the Israelis and increased frustration on the part of the Arabs.
possibility of retaliatory action by United States forces for theé
terrorist attack on the American marines in Beirut on 23 October was

. %
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continuing cause of serious concern. The Prime Minister had made the

British Government's views clear to the United States Assistant

Secretary of State, Mr Kenneth Dam in London, on 7 November. 1In a

public statement later that day President Reagan had said that there

would be no large-scale action: any retaliation would be limited and
irected against a specific and pinpointed target.

STER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that the
junta in Buenos Aires had announced its intention of handing
wen to an elected Government headed by Senor Alfonsin on

over
10 De p seven weeks earlier than originally planned. Senor Alfonsin
had I:ol

e

Governm olicy towards the Falkland Islands would be based on a
number of ited Nations resolutions known to be unacceptable to the
United Kingdom: he had also misrepresented the purpose of the British
military dispositions inthe South Atlantic, claiming that they constituted
a threat to Lati@ica. In the forthcoming debate on the

iegting of foreign ambassadors in Buenos Aires that his

Falkland Islands(@At the United Nations General Assembly, support for the
British position ?"“sected to be on much the same scale as in the

1982 debate. Gree}cision to abstain was an improvement which would
be helpful in encou }4“ taly and France to follow suit. Mr Dam had
expressed the view in A that Argentina's recertification by the
United States Administr§ as qualifying it to buy arms from the

United States was now a fo e conclusion, but that this did not
necessarily mean that Uni tes arms supplies to Argentina would be
resumed in the near future.

an American decision to resume
maging effect on British opinion
ent. It was suggested that

In discussion it was emphasise
arms sales to Argentina would h
in the context of cruise missile
American attention could usefully cted to a recent opinion poll
published in the Daily Mail, which p d to show that 95 per cent

of those questioned favoured a dual c system for cruise missiles
deployed to the United Kingdom. Doubts however expressed as to

the significance of the poll's findings.

THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH
his recent visit to Southern Africa, said that NS
Prime Minister of Zimbabwe, Mr Mugabe, had been £

had made no criticism of the United Kingdom. He hau’rs
imprisoned white air force officers without giving an
their release; but there were informal indications thi

of Zimbabwe was considering releasing the officers concer
next two to three months. In Angola he had found the An
readier than ever before to admit the seriousness of the t
faced from the dissident movement National Union for the Tot
Independence of Angola (UNITA) which was supported from South
It appeared increasingly unlikely that either side could win t
civil war in Angola. But the Angolan Government was more likel 2§§§§k
increased support from Cuba and the Soviet Union than to seek a C§§9

2

ing with the
. Mr Mugabe
ferred to the

ithin the
overnment
hey
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i @ reconciliation with UNITA. "In South Africa he had found the Government
@ elated by the result of the constitutional referendum, which they saw
as providing them with a mandate for evolutionary reform. It was
@ doubtful, however, whether the South African Government's ideas for
reform would go very far towards meeting the aspirations of the black

/jpopulation.
Ht}n I
8 Kong RIME MINISTER said that recent statements by the Chinese
| Prey; ities to the effect that they would take unilateral action if
| Ref s ag ;ﬁg was not reached by September 1984 in the current negotiations

tler . . :

i CC(33§nce: wit ¥£ain about the future of Hong Kong contained nothing new.
Coneyy ?Oth They esumably intended to influence the climate in the run up
Mip Slons, to the ound in the negotiations, which was due to take place the

followin ek.

The Cabinet -

Took note.@

C%ﬂl
ITy 3. THE MINISTER OF
N said that the Special
discussing a paper by

, FOREIGN AND COMMONWEALTH OFFICE (MR RIFKIND),
il of Ministers on 9-12 November was
ek Presidency which suggested areas for

Eu?gm;:lty decision at the European i1 in December covering all the main
United e aspects of the negotiatio le some of its elements were acceptable,
Kingd its assumption of agreemen increasé in own resources and the

' Refungm reference to a Value Added T as high as 1.8 per cent were

|_ unhelpful. The Commission ha tabled a paper on the budgetary
Pre‘?io imbalances. This had been oppo Mr Tugendhat, the British Vice=-
: ereus President of the European Commis d was objectionable for two
CC(33)nce= reasons: it would replace the pres lculation of budgetary

‘ Cop §2nd imbalances by an arbitrary measure nditure for each member

Hinuiusl‘ms. state expressed as a percentage of its domestic product; and
St it would introduce a new method of all {iug expenditure in the
Community budget which would reduce the ited Kingdom's apparent

budgetary burden by about half. It was a clear attempt to get round
‘ the United Kingdom's insistence on net contributions as the basis of

measurement. The Foreign and Commonwealth Secy‘f had already made
dsidy's proposal, which

! it clear at the Special Council that the Commigsi
merely shifted the accountancy and not the burdé

Stee

: THE SECRETARY OF STATE FOR TRADE AND INDUSTRY said th4 ount Davignon,
PreviOus the Belgian Vice-President of the European Corym%ssion, ajrmad to have
Refel‘en an idea for a new proposal on steel. His officials were ng the
EC(B;;) ggéh Commission that afternoon. This development made an earl of
0

Bede s g the Council of Ministers (Steel) more likely.
MingSions, %
€ 3 %
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THE PRIME MINISTER said that in her recent talks in Bonn the Federal

% Chancellor had made it clear that the Germans were most unlikely to

agree to any increase in own resources at the European Council in
December without a satisfactory arrangement on steel.

Aci . @
| "% Rain_ SECRETARY OF STATE FOR THE ENVIRONMENT said that, as part of the
ns' efforts to deal with the problem of acid rain, Herr Zimmermann,

rman Minister of the Interior, was pressing very hard for a
0 y regulation which would involve the installation of catalytic
conﬁgggéks on cars. The British automobile industry was very much
oppo %gjf% this, and the United Kingdom would be resisting it.

THE PRI ISTER said that the Germans had not raised the subject
of acid f in her talks with Chancellor Kohl.

| The Cabinet =

Took note. @
P 1o : © ) .
Exp 4., The Cabinet con a memorandum by the Lord President of the

|
{ ﬂmgggITURE Council (C(83) 34) ab 1983 Public Expenditure Survey. Their
198 discussion and the conc i reached are recorded separately.
gz&\!ious @
coerence: @
¢ (83) 30th
l H?nclusions
1nur_e 4 ’ . %
l /ﬁ
Eg, & : .
| ﬁggg?ic 5. THE CHANCELLOR OF THE EXCHEQUER de iyed_the current economic
Ap ON situation and prospects, on the basis of hich he expected to make
ROSPECTS his Autumn Statement on Thursday, 17 November.

The Cabinet—

Took note.

10 November 1983
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CC(83) 33rd Conclusions, Minute 4

Thursday 10 November 1983 at 10.30 am

PUBLy

PH&ITU The Cabi nsidered a memorandum by the Lord President of the Council
SURVEy 193& (c(83) 3 t the 1983 Public Expenditure Survey.

Tevioyg THE LORD P OF THE COUNCIL said that the Cabinet had agreed in
hfm@nc : July that th tive of the 1983 Public Expenditure Survey should be to
CC@3) 33‘ hold to the pu totals for 1984-85 and 1985-86, and that total
C@mlusiozz spending should d at the same real level in 1986-87. The Chief

inute of 18 October to the Prime Minister had

rds those objectives. Although good progress had

been made, there we t at that stage gaps to be bridged of some

£1.1 billion in 1984-8 .7 billion in 1985-86, and £2.5 billion in

1986-87. There were outstanding issues on defence, agriculture, foreign

affairs, education, arts and libraries, and the nationalised energy

industries; and agreement had not been reached on local authority current

expenditure in 1985-86 and 1986-87. The Prime Minister had set up the

Ministerial Group on Public Ex ure (MISC 99) under his chairmanship

to try to resolve outstanding C(83) 34 reported the results of

the Group's work. Agreement ha eached on all outstanding issues

other than the education and scie ramme. The basis of the

agreements was described in Annexe B to C(83) 34. The Cabinet

would wish to note in particular wha een agreed for the defence

programme. It should also be noted th agreed savings on the

nationalised industries for which the D nt of Energy wad responsible

‘ assumed that the price of domestic gas w increased by 5 per cent on *
1 January 1984, and the price of electrici per cent in 1984-85 and
1985-86. The Secretary of State for Energy 1d MISC 99 that he would
use his best endeavours to persuade the industries to make these price
increases; but that he could not guarantee that they would agree. If they
did not, -the Government had no statutory powers to force them to do so.
One option would be to take such powers. MISC 99 had not ruled out that

' option, which would however be a matter for the Cabin consider. His
own view was that, although legislation to take such would no doubt
be controversial, it was essential to keep open the p i ity that it
might be introduced if it were needed. To abandon the i
unnecessarily weaken the Government's negotiating positi
industries.

M“mte , °» Secretary, Treasu
reported on progre

There were two issues on the education and science programme:
grants, and university current expenditure. The proposals ori
by the Secretary of State for Education and Science to MISC 99 ?ﬂgs
in this area had included the abolition of the minimum award. MI

thought that this was unlikely to be acceptable to the Cabinet and had
invited the Secretary of State for Education and Science to advance

1
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alternative proposals. These were described in Annex C to C(83) 34. They
involved halving the minimum award, steepening the scale of parental
contributions, and increasing the current value of student grants by 1 per
cent a year less than provided for in existing expenditure plans. These
changes would be controversial, but the savings were essential; and he and

best that could be devised. On university current expenditure, MISC 99

che other members of MISC 99 were satisfied that the proposals were the

baseline provision was nearly £1,450 million. The Secretary of State

&ieved that reductions of £50 million a year in 1986-87 were feasible.

tiona
By, oL ised

ndustries

oMMEducation and Science agreed that reductions were feasible, but did
nsider that the figure of £50 million was realistic. The Secretary
of State for Education and Science also considered that such savings as
were achievable should be used to offset unavoidable cost increases and to
fund improved provision elsewhere in the education programme. The Cabinet
would need to decide this issue.

If the r dations in C(83) 34 were accepted, the objectives agreed by
the Cabin d have been very nearly achieved. Some small gaps
remained; b nderstood that Treasury Ministers considered that they
could be bri hough admittedly with difficulty. He wished to pay
tribute to all who had taken part in the work of MISC 99 and to
Ministers in cha spending programmes for the hard work and spirit of
co-operation whic de this result possible.

THE MINISTER OF STATE, EEPARTMENT OF ENERGY, said that he and his
officials had had informal consultations with the gas and electricity
supply industries. In the light of them, he thought that the gas industry
was likely, although not yet certain, to agree to increase the price of
domestic gas by 5 per cent as d by the recommendations of MISC 99.
The electricity supply industr ikely to raise greater difficulties.
It had recently been making very rofits, beyond what was required by
its financial target, and was und sures both internal and external
to reduce prices. Until substanti tiations with the industry had
begun, it would be impossible to ass serious the difficulties were..
The Secretary of State for Energy woul rally use his best endeavours
to persuade the industry to accept the ent's view on prices. But
he had no statutory power to require it t 0; and he wished to have
discretion to agree to proposals from the uSry which would produce
equivalent savings: for example, the industr t be able to reduce
costs through greater efficiency.

In discussion the following main points were made =

ial target had
ommendations
elopments in
inly the

o either
ial target

a. The electricity supply industry's current fj
been set at a level which took full account of
for lower prices in a report by consultants. Rec
the economy might justify a more demanding target.
level of profits in the industry was not high in rel
turnover or capital. On the other hand, the current
had been set only a year ago; and it was undesirable to
targets once they had been set.

b. It would be wrong to attach too much importance to the SEfic e
of statutory powers over prices. Ministers had no power to s
external financing limits or financial targets for many of the

2

SECRET 997




' " SECRET
. .

@ nationalised industries; but they did so, and the industries accepted
their actions. To limit Ministerial activity to matters for which
there was specific statutory authority would be too restrictive.

o € It would be important to keep open the possibility of legisla-
tion, if that were needed to give effect to the Government's
! decisions on prices. If Ministers appeared to concede that they

Government's standing with all the nationalised industries. But it
would be better to apply pressure through financial targets than by
aking powers over prices.

@ could not or would not legislate in this area, it would weaken the

d. It was open to question whether the electricity industry could
make savings on a scale sufficient to replace the £210 million
additional revenue in 1984-85 that would flow from the price increase
imp 14 in the recommendations of MISC 99. It could be argued that,
vings were feasible, the industry should make them anyway,
of good management, and still impose the price increase,
more than was justified economically.

umming up this part of the discussion, said that the

e savings recommended in C(83) 34 in respect of the

for which the Department of Energy was

d. Although they noted that the Secretary of

State for Energy wis have some discretion in the way in which the

savings were achieved, considered that the increases in gas and

electricity prices envisaged by MISC 99 were fully justified. In

particular, the proposed electricity price increases avoided the risk,

| inherent in a price freeze, that subsequent price increases would have to

! be more severe than was desirable, The Secretary of State for Energy
should make strenuous efforts suade the gas and electricity
industries to accept the Gover views. The difficulties likely to be
encountered with the electricity industry were noted but the
Government would, if necessary, h seek a revision of the financial
target. It was part of the indust derstanding with the Government,
as reflected in the letter sent to t irman of the Electricity
Council on his appointment, that its p should be determined within the
financial framework set by the Governme e possibility of legislation
should not be excluded; but it ought to ible, as in many other
matters affecting nationalised industries tf@ past, to secure the
Government's objectives by persuasion. Any ional savings which the
industries were able to offer through increased efficiency would be
welcome but the Cabinet was not ready at this stage to regard them as a

f substitute for desirable price increases.

Cabinet agreed t
nationalised indu
responsible, must

' The Cabinet -

|

‘ 1. Took note, with approval, of the Prime Mini

l summing up of their discussion and invited the Sec
of State for Energy to be guided accordingly.

|
E ‘ ’:"
aducation .
N g, THE SECRETARY OF STATE FOR EDUCATION AND SCIENCE said that the
t

c : ; : p

lence recommendation in C(83) 34 for a reduction in university curren
expenditure of £50 million in 1986-87 was impracticable. Some savj
were feasible. But they would be needed to offset unavoidable cost

3
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increases. Savings on the scale proposed would require a combination of
the following measures: closing university departments: closing one or two
universities; and cutting non-pay costs, which constituted only 35 per
cent of total current costs. Legislation would be required to close a
university. Alternatively, it might be possible to make savings by
reducing staff. But that would entail spending some £90 million in
compensation; and there was no provision for such expenditure. Whatever

e approach adopted, the universities would be certain to go back on

ir agreement to take an additional 3,500 students within existing
exgpditure provisions. He was committed to searching for all possible

n¥Mmies and to raising private finance to defray the general expenditure
of the universities, and not only specific items of research. Eventually
these measures would lead to reductions in public expenditure. But they
could not provide savings of the size or on the timescale proposed in
C(83) 34. If the Cabinet approved those proposals, it would be necessary
to annou ithin a matter of weeks, reductions in student numbers and
close universities.

In discussi following main points were made -
e. Some
proposed by
provision.

order could n

s of the Cabinet pointed out that the savings

99 amounted to only 34 per cent of the existing
not plausible to suggest that savings of this
und, especially as the universities would have
three years in o plan for them. On the other hand, it was
argued that the u ities faced inescapable cost increases; and
that it was notoriously difficult, because of academic tenure, to
make reductions quickly in the university pay bill, which made up
65 per cent of total current costs.

imate of £90 million redundancy costs
State for Education and Science

to assume that all reductions fell
wastage, even among academic

ate of 3 per cent a year. If
ies were pot filled, there

LB pay bill after three years

ch did not seem

£ It was argued that t
put forward by the Secretd
might be overstated. It app
on the pay bill. Moreover,
staff, was understood to be at
only one-third of the resulting
would be significant reductions i
without redundancy costs. Such an

unreasonable: it was, for example, t that the student/teacher
ratio was lower in universities in th¥p c3ptry than elsewhere in
the world.

THE PRIME MINISTER, summing up this part of the discussion, said that the
Cabinet approved the proposals in C(83) 34 on student grants. Before a
decision could be taken on the appropriate level of university current

expenditure in 1986-87 more information was needed. uld discuss the
issues separately with the Ministers most closely co o Itiwas
important to resolve them quickly, so that the Public iture Survey
could be completed.

The Cabinet - o
2. Approved the proposals in C(83) 34 regarding studen @

grants.

3. Took note that the Prime Minister would discuss with »
the Ministers most closely concerned the appropriate level
of university current expenditure in 1986-87.

4
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E of THE CHANCELLOR OF THE EXCHEQUER said that in the light of the Cabinet's
ang ey discussion the totals of programmes and reserves now exceeded the
Isgy previously agreed objective by only £129 million in 1984-85,

£392 million in 1985-86, and between £290 million and £340 million in
o 1986-87, depending on what was eventually decided about university

current expenditure. He was most grateful to the Lord President of the

Council and his other colleagues for achieving this. He was hopeful that
e gaps could be bridged. The details for 1984-85 would have to be
ered in his Autumn Statement on 17 November. The latest forecasts of
1 security expenditure suggested that there would be additional
iture of £300 million in 1984-85. Against that, the delay in the
lotation of Enterprise 0il would provide additional resources in that
year. It was therefore probable that the planning total of just over
£126 billion would be held.

In furth cussion the following main points were made -

g. ures for the defence programme set out in Annex B to

c(83) d be represented as falling marginally short of those
require e Government's adherence to the North Atlantic Treaty
Organisat get of 3 per cent a year real growth in the defence
budget up t including 1985-86, depending on the methodology used.
On the other it ought to be possible to present the Government's

record and pl a satisfactory light.
h. The recommen s of the recent report by Mr Clive Priestley
into the finances and efficiency of the Royal Opera House (ROH) and
the Royal Shakespeare Company (RSC) should be accepted, and the
resulting expenditure charged to the contingency reserve. This was
on condition that the two ingtitutions accepted Mr Priestley's
recommendations on possib ings and on improvements in financial
management. It was for c tion whether money should also be

. found for increased funding rtain other operatic companies
whose financial difficulties less acute than those of the
ROH and the RSC. Such increas ding could help to make the
proposed increases for the ROH RSC more politically
acceptable, and the companies con would certainly argue that a
scrutiny would show their need to. ess. On the other hand the
Priestley Report related only to the d the RSC; and the
recommendations defined specific area *vings and improved

efficiency.

i. The material in Annex E to C(83) 34 on the split between
current and capital expenditure was not satisfactory. It would be
desirable to have better material when the Government's expenditure
plans were published, but it was difficult to pr such material,
The Treasury depended for information on Depart any of which
had- not yet completed allocating reductions in th
between current and capital expenditure. Moreover, ublic
accounting conventions on the distinction between cu nd capital
expenditure were not satisfactory.

THE PRIME MINISTER, summing up this part of the discussion, s
Cabinet were most grateful to the Lord President of the Council
members of MISC 99, and Ministers responsible for expenditure pr
for their contributions to the successful outcome of the 1983 Publj
Expenditure Survey. Except for the level of university current

5
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- m expenditure in 1986-87, the recommendations in C(83) 34 were approved.
Additional expenditure resulting from acceptance of the recommendations of
@ Mr Priestley on the finances and efficiency of the ROH and the RSC would
be charged to the contingency reserve. Proposals for parallel increases
o in provision for certain other operatic companies should be discussed
between the Minister for the Arts and the Chief Secretary, Treasury.
‘ Although the Cabinet recognised the difficulty of providing material on
e split between capital and current expenditure, it was important to
e satisfactory information available. The Chief Secretary, Treasury
sh8Bld give thought to how this could be done, and circulate proposals to
binet, at an early stage of the 1984 Public Expenditure Survey.
eanwhile, Departments should, as a matter of urgency, send to the
Treasury any further information they might have, so that it could be
collated and circulated to the Ministers concerned as briefing material
for use when the Chancellor of the Exchequer made his Autumn Statement.
The line taken in response to enquiries from the media about the
progress Survey should be that the Cabinet had completed their
considera public expenditure for the period 1984-85 to 1986-87, and
that only o wo very minor points remained to be cleared up outside
Cabinet; tha ne plans for 1984-85 would appear in the Autumn
Statement the ing week; and that full details for all three years
would be publis due course as usual in the Public Expenditure White

Paper.
The Cabinet -

4, Took note, with approval, of the Prime Minister's
summing up.

D Subject to conclusion 3 above, and to the points
made by the Prime Ministe er summing up, approved
the proposals in C(83) 34

6. Invited the Chief Secre
to how more satisfactory info
capital and current expenditure
and to circulate proposals at an
Public Expenditure Survey.

7. Invited all Ministers responsibl‘io* xpenditure

reasury to give thought
on the split between
be made available,
stage of the 1984

programmes to arrange for any further 1 that might

be available on the split between capital and current

expenditure to be sent urgently to Treasury officials on
- the basis described by the Prime Minister.

8. Agreed that the response to enquiries from

about the progress of the 1983 Public Expenditu
should be as described by the Prime Minister.

dia

gey

I; 09
Cabinet Office @

' 11 November 1983
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