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A F f ^ ^ ^ j T A R  Y  1- T n  e
 Cabinet were informed of the business to be taken in the ^ ^ f  l 
K^y*} House of Commons during the following week. 

Kincora 
S E C R E T A R Y  0 F S T A T E F 0 R
B0 y  s H < ^ ^ V N H  E  NORTHERN IRELAND said that he was being 

<V^Jp)ressed to hold an inquiry under the Tribunals of Inquiry (Evidence) 

1  ̂ 1 *"n t  0 a^^a^r °*t n  e K : L n c o  r  aPreV£Q  Boys Home. Two police 


 U s a t i o n s
Refer  V ^ \ y > S ) t i 8   had considered that no further criminal proceedings 

CC(§2) 1^'' <?$//\^e

 t a  ^ e n  > a n c  * he did not think that the House of Commons would 

C°nclu • a p p ^ y ^ t h e setting up of a Tribunal of Inquiry. He was, however, 


S l 0 n s i
H i t l u t e   corVs'id^iskng setting up some other form of inquiry which might help 

6
 ^ to hH^^ f t e further spread of rumour and unfounded accusations. 


T t i e " ^ ^ i j i e t ­
Agreea^that the Government should not appoint a 

tribun a l under the Tribunals of Inquiry (Evidence) 

Act 1921 to inquire into the a f f a i r of the 

Kincora Boy^r^fo^ije. 


APFATRg 2. THE MINISTER OF FOREIGN AND COMMONWEALTH OFFICE (MR RIFKIND), 

said that there had beeu^dNfurther m i l i t a r y a c t i v i t y on Grenada, and 


Gteua(j the withdrawal of United/S^aras forces from the i s l a n d continued. The 

Governor General, S i r Paul SJ^OTW. who estimated that i  t would be between 


a n  d t w e ^ v e
^ e v  i o u S^"X  m o n t  h  s befo^e/e^Mctions could be held, had now announced 

s
^6fer  the appointment of a nine-ma^^iTO^v-political, advisory council under 


c C(83^ n ^ e  : the chairmanship of Mr A l i s t e f ^ ^ X p t y r e , the Grenadian Deputy 

^°nci . Secretary General of the United\*a^Lons Committee on Trade and Development. 
u


^ioUt e  
S^°ns» Mr Antony Rushford, a former L e g a ^ & v i s e r at the Foreign and Commonwealth 


Office, now r e t i r e d , was providing^tW^overnor General with le g a l advice. 

The dispute over Grenadian c r e d e n t i a l s ^ ^ the United Nations had not yet 

been resolved. " ^^^^ 


n
 THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that the 

?teV£ s i t u a t i o n in the Lebanon remained tense following the recent t e r r o r i s t 


° U  s
^ i e   attack on the I s r a e l  i headquarters at Tyre. Bu-t/t^e reported 
r
 

f n t e  i
c C ( 8 3  m obilisation by Syria seemed intended more for (^ho\£££han action; and 

C 2 n d t h e  I s r a
°ticl  ? e l  i mobilisation appeared to have been a ByuTlhe exercise 


S l  ° n s  »
^ t   which was now over. Some very limited progress ha^&eh made in the 
e
 
6 2
 f i r s  t round of the national r e c o n c i l i a t i o n t a l k s in^&n^vji, which had 

been adjourned. The leader of the Palestine L i b e r a t i ^ j X W ^ a n i s a t i o n 
(PLO), Mr Yasser Arafat, appeared l i k e l y to be forced W^fp^draw from 
T r i p o l i in humiliating circumstances. This would sharpen^H^Ndivision 
within the PLO and make i  t more d i f f i c u l t to assess what r>£j)dture 
reactions were l i k e l y to be. The Minister of State, ForeigTr-^d\ 
Commonwealth Office , Mr Luce, had returned from a useful vis ^ O v O^the 
area, which had however revealed no sign of f l e x i b i l i t  y on the^jw/t^of 
the I s r a e l i  s and increased f r u s t r a t i o n on the part of the Arab s ./^Ffte\ 
p o s s i b i l i t y of r e t a l i a t o r y action by United States forces for the sy^>
t e r r o r i s t 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 

<y11^ B r i t i s  h Government's views c l e a r to the United States Assistant 
ryy*\ Secretary of State, Mr Kenneth Dam in London, on 7 November. In a 
<y£\> public statement l a t e r that day President Reagan had said that there 

^ / ^ w o u l d be no large-scale action: any r e t a l i a t i o n would be limited and 
^ ^ / ' y a r e c t e d against a s p e c i f i c and pinpointed target. 

n  a
 TftEAM^USTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that the 

Ptevi0u mi](vu»Xjurita in Buenos Aires had announced i t  s intention of handing 


s
Refer e  over<p<5w^ to an elected Government headed by Senor Alfonsin on 

CC(83\ ^ Decgra&Pv seven weeks e a r l i e r than o r i g i n a l l y planned. Senor Alfonsin 

Conciu . nd had tor*Mp^meeting of foreign ambassadors i n Buenos Aires that h i s 

^inute 

So°ns» GovernmenM^/policy towards the Falkland Islands would be based on a 
number of \5nited Nations resolutions known to be unacceptable to the 
United Kingdom: he had also misrepresented the purpose of the B r i t i s h 
m i l i t a r y dispositions in the South A t l a n t i c , claiming that they constituted 
a threat to La t i i y ^ j n e r i c a . In the forthcoming debate on the 
Falkland I s l a n d s ^ a t ^ i  e United Nations General Assembly, support for the 
B r i t i s  h position \*a>r^e5tpected to be on much the same scale as in the 
1982 debate. G r e e c ^ j / a e c i s i o n to abstain was an improvement which would 
be he l p f u l in encourajf^ag I t a l y and France to follow s u i t . Mr Dam had 
expressed the view in^ORj^R that Argentina's r e c e r t i f i c a t i o n by the 
United States Administr^p^irKi>as qualifying i  t to buy arms from the 
United States was now a forWSne conclusion, but that t h i s did not 
ne c e s s a r i l y mean that Unit"elKsrates arms supplies to Argentina would be 
resumed i n the near future .\>--^/\ 

I n discussion i  t was emphasise^tM^ an American decision to resume 
arms s a l e s to Argentina would h a^y«^Lamaging e f f e c t on B r i t i s h opinion 
i n the context of cruis e m i s s i l e iepj^ment. I  t was suggested that 
American attention could u s e f u l l y b ^ x a i ^ c t e d to a recent opinion p o l l 
published i n the Daily Mail, which pu^gfo^ed to show that 95 per cent 
of those questioned favoured a dual c o n ^ O j s y s t e m for c r u i s e missiles^ 
deployed to the United. Kingdom. Doubts<*fe^€ however expressed as to 
the s i g n i f i c a n c e of the p o l l ' s f i n d i n g s . 1 ^ 

n
^ r i  C  THE MINISTER OF STATE, FOREIGN AND COMMONWEALTHwOFI^CE reporting on 
a


h i s recent v i s i  t to Southern A f r i c a , said that friV^Be^ting with the 

v
& i u Prime Minister of Zimbabwe, Mr Mugabe, had been t{UpMx. Mr Mugabe 
0
 

e r  e S h a  d m a d  e  n 0
r  c r i t i c i s  m of the United Kingdom. He h a ^ i ^ f f e r r e d to the n
 

}(83) j '  s imprisoned white a i  r force o f f i c e r s without giving anV^syrance about 

 t  n
S c i  .  t h e i r r e l e a s e ; but there were informal indications tfi^J^h^Government 
u


s  o f
^ t  | °  n '  Zimbabwe was considering releasing the o f f i c e r s coneerne^within the 
e


next two to three months. In Angola he had found the Ang^r^nMSovernment 

readier than ever before to admit the seriousness of the tnj?e>j£they 

faced from the dissident movement National Union for the Tota£v\> 

Independence of Angola (UNITA) which was supported from South\A&^a. 

I  t appeared increasingly u n l i k e l y that either side could win t\te///?>.

c i v i  l war in Angola. But the Angolan Government was more l i k e l y v ^ o ^ ^ e k 

increased support from Cuba and the Soviet Union than to seek a </ 
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( O  ) r e c o n c i l i a t i o n with UNITA. In South A f r i c a he had found the Government 
^ - ^  ) elated by the r e s u l t of the const i t u t i o n a l referendum, which they saw 

a s
^/lyy  providing them with a mandate for evolutionary reform. I  t was 
C ^ y  \ doubtful, however, whether the South African Government's ideas for 
^ \ y ^  \ r ef°rm would go very far towards meeting the aspirations of the black 
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 \THJ^>RIME MINISTER said that recent statements by the Chinese 
a1jYM>r<ities to the e f f e c t that they would take u n i l a t e r a l action i  f 

 agreeap*^: was not reached by September 1984 in the current negotiations 
 w i t h ^ B r ^ a i  n about the future of Hong Kong contained nothing new. 
 They wgj<i8>resumably intended to influence the climate in the run up 
 to the riettt^ound in the negotiations, which was due to take place the 

 followingx^eek. 
 The Cabinet -

Took note. 


3 * T n  E
 MINISTER OF^TOTCR, FOREIGN AND COMMONWEALTH OFFICE (MR RIFKIND) ,

said that the Special ̂ M n ^ i  l of Ministers on 9-12 November was 


 discussing a paper by t^^W°ek Presidency which suggested areas for 

 decision at the European C«Jw<Jal in December covering a l  l the main 

 aspects of the negotiatiofi^tfmule some of i t  s elements were acceptable, 


 i t  s assumption of agreementxr&^€K increase in own resources and the 

 reference to a Value Added T a ^ \ ^  e as high as 1.8 per cent were 

 unhelpful. The Commission had\^#p tabled a paper on the budgetary 

 imbalances. This had been oppo%e#$!\Mr Tugendhat, the B r i t i s  h Vice­
 President of the European Commiss^opK^nd was objectionable for two 


 reasons: i  t would replace the pres£frL<£lculation of budgetary 

 imbalances by an a r b i t r a r y measure d^iwflftnditure for each member 

 state expressed as a percentage of i t s \ ^ a ^ > domestic product; and 


 i  t would introduce a new method of a l l o t t i n  g expenditure i n the 

Community budget which would reduce the X^nited Kingdom's apparent 

budgetary burden by about h a l f . I  t was a cl e a r attempt to get round 

the United Kingdom's insistence on net contributions as the b a s i s of 

measurement. The Foreign and Commonwealth Secr^t^ry had already made 

i  t c l e a r at the Special Council that the CommitsvgiojLLs proposal, which 

merely shif t e d the accountancy and not the burdeirv^waje unacceptable. 


THE SECRETARY OF STATE FOR TRADE AND INDUSTRY said t h&T^&ount Davignon, 

t h e B e l g i - a n
 Vice-President of the European Commission, cJ&fe^A to have 


 an idea for a new proposal on s t e e l . His o f f i c i a l  s were dtee}H.ng the 

 Commission that afternoon. This development made an e a r l W & *  W of 


t n  e
 Council of Ministers (Steel) more l i k e l y  . \Cv/S 
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( C J  ) THE PRIME MINISTER said that in her recent t a l k s i n Bonn the Federal 
^ - ^  O Chancellor had made i  t c l e a r that the Germans were most u n l i k e l y to 

[y> agree to any increase in own resources at the European Council i n 
C ^ o  \ December without a s a t i s f a c t o r y arrangement on s t e e l . 

A c i <  J
 R a i  n X-^m SECRETARY OF STATE FOR THE ENVIRONMENT said that, as part of the 

\<G^r»ans' e f f o r t s to deal with the problem of acid r a i n , Herr Zimmermann, 

XbK&/6arman Minister of the I n t e r i o r , was pressing very hard for a 

Corjffiuf&ty regulation which would involve the i n s t a l l a t i o n of c a t a l y t i c 

conve^teurs on ca r s . The B r i t i s h automobile industry was very much 

opposed^to t h i s , and the United Kingdom would be r e s i s t i n g i t  . 


THE PRIiME/MKrISTER said that the Germans had not raised the subject 

of acid r ^  i in her t a l k s with Chancellor Kohl. 


The Cabinet -


Took note. ( Y )  \ 


T h  e
P̂EK  Cabinet con&felped a memorandum by the Lord President of the 
 T U R  E
S&HVE  Council (C(83) 34) abo4|J£% 1983 Public Expenditure Survey. Their 

l9g3 discussion and the conc<&&Jfos reached are recorded separately. 

^ I 

5* T H  E
S ITUAT  CHANCELLOR OF THE EXCHEQUER decVfibed the current economic 


4JjjA T10N s i t u a t i o n and prospects, on the b a s i s of\i.hich he expected to make 

 h i S A u t U D m S t a t e m e n t o n
Pl*0sPECTS  Thursday, 17 November. 


The Cabinet- C(k) 


Took note. \\J)

% I 
Cabinet Office 

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


Thursday 10 November 1983 at 10.30 am 


' ?BL1C 

T* l  e
'^ENDTTI  Cabine^^jnsidered a memorandum by the Lord President of the Council 
^ C ^ 8 3  ) 3 4  ) a b n u  t t h  e
S U R  VEY X983  !983 Public Expenditure Survey. 


 T H E L 0 R D
P r e v  i 0  u  PP^B^ffll OF THE COUNCIL said that the Cabinet had agreed in 
^e£er e  n July that the^^P^^tive of the 1983 Public Expenditure Survey should be to 

 h o l d t o t h eCC(83) IV  p u  ̂ ^ ^ f c  l t o t a l s for 1984-85 and 1985-86, and that to t a l 
-
C° nclus ^ spending should be held at the same r e a l l e v e l i n 1986-87. The Chief 


^itiute 4 °  n S  ' Secretary, TreasurJK^nute of 18 October to the Prime Minister had 

reported on progress towards those objectives. Although good progress had 

been made, there w e r ^ ^ s t ^ ^ at that stage gaps to be bridged of some 

£1.1 b i l l i o  n in 1 9 8 4 - 8 ^ ^ . 7 b i l l i o  n in 1985-86 , and £2.5 b i l l i o  n in 

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

a f f a i r s  , education, a r t s and l i b r a r i e s  , and the nationalised energy 

ind u s t r i e s ; and agreement had not been reached on l o c a l authority current 

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

Mi n i s t e r i a l Group on Public Exp£^*k:ure (MISC 99) under h i s chairmanship 

to try to resolve outstanding C(83) 34 reported the r e s u l t s of 

the Group's work. Agreement had beefl^reached on a l  l outstanding issues 

other than the education and scieX^^^gramme . The basis of the 

agreements was described in Annexes*^ral"| B to C(83) 34. The Cabinet 

would wish to note in p a r t i c u l a r wha^j^^Lfceen agreed for the defence 

programme. I  t should also be noted t h  ̂ C  m agreed savings on the 

nationalised industries for which the Department of Energy was responsible 

assumed that the price of domestic gas would be increased by 5 per cent on • 

1 January 1984 , and the price of e l e c t r i c i  ̂ r  b  j  ̂ per cent in 1984-85 and 

1985-86. The Secretary of State for Energy b  ̂ ^  o l  d MISC 99 that he would 

use h i s best endeavours to persuade the industries to make these price 

increases; but that he could not guarantee that they would agree. I  f 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 Cabine^fco consider. His 

own view was that, although l e g i s l a t i o n to take such powers would no doubt 

be con t r o v e r s i a l , i  t was e s s e n t i a l to keep open the p o s s i b i l i t y that i  t 

might be introduced i  f i  t were needed. To abandon the | E | j O T i l i t  y would 

unnecessarily weaken the Government's negotiating positicM^^^k the 


t
There were two issues on the education and science programme: J f 5 P C 
  
grants, and unive r s i t y current expenditure. The proposals o r i g i n a l l y put 

by the Secretary of State for Education and Science to MISC 99 fm*s^kLngs 

in t h i s area had included the abolition of the minimum award. MISC^^P^ 
thought that t h i s was unlikely to be acceptable to the Cabinet and Tiad 

invited the Secretary of State for Education and Science to advance 
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• l  u a l t e r n a t i v e proposals. These were described in Annex C to C(83) 34. They 
^T^Bl involved halving the minimum award, steepening the scale of parental 

contributions, and increasing the current value of student grants by 1 per 
^^•W cent a year l e s s than provided for in e x i s t i n g expenditure plans. These 

^ p changes would be controversial, but the savings were e s s e n t i a l ; and he and 
^ ^ ^  k the other members of MISC 99 were s a t i s f i e d that the proposals were the 
^^^Mbest that could be devised. On university current expenditure, MISC 99 
W^kelieved that reductions of £50 m i l l i o n a year in 1986-87 were f e a s i b l e . 
^Pmfc baseline provision was nearly £1 ,450 m i l l i o n . The Secretary of State 
^ T o ^ ^ d u c a t i o n	 and Science agreed that reductions were f e a s i b l e , but did 


a«1r%3nsider that the figure of £50 m i l l i o n was r e a l i s t i c  . 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 t h i s issue. 


I f the raciimmendations in C(83) 34 were accepted, the objectives agreed by 

the Cabinet would have been very nearly achieved. Some small gaps 

remained; b l ^ ^ ^ ^ n d e r s t o o d that Treasury Ministers considered that they 

could be bricP^^y%hough admittedly with d i f f i c u l t y . He wished to pay 

tribute to all^^c^Wwho had taken part in the work of MISC 99 and to 

Ministers in charge of spending programmes for the hard work and s p i r i t of 

co-operation whichJB^made t h i s r e s u l t possible. 


;' a t i 0  n .	 ^FV 
 1 S 6 d T H E M I N I S T E R
e rgy  OF STATE, APARTMENT OF ENERGY, said that he and h i s 


^du s t r. o f f i c i a l  s had had informal consultations with the gas and e l e c t r i c i t  y 

l e  s
 supply i n d u s t r i e s . In the l i g h t of them, he thought that the gas industry 

was l i k e l y , although not yet c e r t a i n , to agree to increase the price of 
domestic gas by 5 per cent as ^tffed by the recommendations of MISC 99. 
The e l e c t r i c i t y supply industrylMs^iikely to r a i s e greater d i f f i c u l t i e s  . 
I t had recently been making very high p r o f i t s , beyond what was required by 
i t s f i n a n c i a l target, and was undefc^^^sures both internal and external 
to reduce p r i c e s . U n t i l s u b s t a n t i v e ^ ^ » t i a t i o n s with the industry had 
begun, i  t would be impossible to ass^^Jg^ serious the d i f f i c u l t i e  s were. 
The Secretary of State for Energy w o u l ^ p ^ » r a l l y use h i s best endeavours 
to persuade the industry to accept the GJPjjfcment's view on p r i c e s . But 
he had no statutory power to require i  t to do so; and he wished to have 
d i s c r e t i o n to agree to proposals from the ^louMry which would produce 
equivalent savings: for example, the industr]j^Hyit be able to reduce 
costs through greater e f f i c i e n c y . 

In discussion the following main points were made ­

a. The e l e c t r i c i t y supply industry's current £ii^hcial target had 

been set at a l e v e l which took f u l l account of tBem^commendations 

for lower prices in a report by consultants. Recent developments in 

the economy might j u s t i f y a more demanding target .^Rlj^^inly the 

l e v e l of p r o f i t s in the industry was not high in rersj^ro™to either 

turnover or c a p i t a l . On the other hand, the current » y r M t a  l target 

had been set only a year ago; and i  t was undesirable to change 

targets once they had been set. 


b. I  t would be wrong to attach too much importance to t h e ^ p s ^ c e 
of statutory powers over p r i c e s . Ministers had no power to s&^r% 
external financing l i m i t s or f i n a n c i a l targets for many of the 
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t i  t nationalised industries; but they did so, and the industries accepted 

t h e i r actions. To l i m i t M i n i s t e r i a l a c t i v i t y to matters for which 


^ f t  ̂ there was s p e c i f i c statutory authority would be too r e s t r i c t i v e . 


%_ %) c. I  t would be important to keep open the p o s s i b i l i t y of l e g i s l a ­
^ ^ ^  L tion, i  f that were needed to give e f f e c t to the Government's 


^^J) decisions on p r i c e s . I f Ministers appeared to concede that they 
could not or would not l e g i s l a t e in t h i s area, i  t would weaken the 

^P^^k Government's standing with a l  l the nationalised i n d u s t r i e s . But i  t 
• • jLwould be better to apply pressure through f i n a n c i a l targets than by 

^ ^ ^ • t a k i n g powers over p r i c e s . 
d. I  t was open to question whether the e l e c t r i c i t y industry could 
make savings on a scale s u f f i c i e n t to replace the £210 m i l l i o n 
additional revenue in 1984-85 that would flow from the price increase 
i m p L i ^  ̂ in the recommendations of MISC 99. I  t could be argued that, 
i f M « ^ ^ v i n g s were f e a s i b l e , the industry should make them anyway, 
as a matter of good management, and s t i l  l impose the price increase, 
which u f c^^^nore than was j u s t i f i e d economically. 

THE PRIME MINI^jjraAsumming up t h i s part of the discussion, said that the 
Cabinet agreed t i  ̂ ^  e savings recommended in C(83) 34 in respect of the 
nationalised industries, for which the Department of Energy was 
responsible, must be found. Although they noted that the Secretary of 
State for Energy w i s  ̂ a ^ ^  h a v  e some di s c r e t i o n in the way in which the 
savings were achieved, J^^^ considered that the increases in gas and 
e l e c t r i c i t y prices envisaged by MISC 99 were f u l l y j u s t i f i e d . In 
p a r t i c u l a r , the proposed e l e c t r i c i t y price increases avoided the r i s k , 
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 e f f o r t s t^^^rsuade the gas and e l e c t r i c i t y 
industries to accept the Government's views. The d i f f i c u l t i e s l i k e l y to be 
encountered with the e l e c t r i c i t y industry were noted but the 
Government would, i f necessary, h a k ^ ^ ^ s e e k a r e v i s i o n of the financial 
target. I  t was part of the i n d u s t r y ^ l i ^ d e r standing with the Government, 
as r e f l e c t e d in the l e t t e r sent to t^^cj^irman of the E l e c t r i c i t y 
Council on h i s appointment, that i t  s p ^ ^ M s h o u l d be determined within the 
f i n a n c i a l framework set by the Governmena^flbe p o s s i b i l i t y o£ l e g i s l a t i o n 
should not be excluded; but i  t ought to be f e a s i b l e , as in many other 
matters affecting nationalised industries t ^ L p a s t , to secure the 
Government's objectives by persuasion. Any a^R^ional savings which the 
industries were able to offer through increased e f f i c i e n c y would be 
welcome but the Cabinet was not ready at t h i s stage to regard them as a 
substitute for desirable price increases. 

The Cabinet ­

1. Took note, with approval, of the Prime Minister's 
summing up of their discussion and invited the Sec ^ ^ ^ ^  L 
of State for Energy to be guided accordingly. k^^m 

J 0  natld S c   THE SECRETARY OF STATE FOR EDUCATION AND SCIENCE said that t h e ^ ^ P  ̂  
xence recommendation in C(83) 34 for a reduction in u n i v e r s i t y c u r r e n t  ̂  ̂ 

expenditure of £50 m i l l i o n in 1986-87 was impracticable. Some s a v ^ ^ ^  ̂ 
were f e a s i b l e . But they would be needed to offset unavoidable cost 
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• 111	 increases. Savings on the scale proposed would require a combination of 

^^d|k the following measures: closing u n i v e r s i t y departments: closing one or two 


u n i v e r s i t i e s ; and cutting non-pay costs, which constituted only 35 per 

^ ^ •  ̂ cent of tot a l current costs. L e g i s l a t i o n would be required to close a 


^ 1 u n i v e r s i t y . A l t e r n a t i v e l y , i  t might be possible to make savings by 

^^^k reducing s t a f f . But that would e n t a i l spending some £90 m i l l i o n in 

^^kAcompensation;	 and there was no provision for such expenditure. Whatever 


the approach adopted, the u n i v e r s i t i e s would be c e r t a i n to go back on 
^^%3^j-r agreement to take an additional 3,500 students within e x i s t i n g 

•exSbditure	 provisions. He was committed to searching for a l  l possible 

^onWnies and to r a i s i n g private finance to defray the general expenditure 

of the u n i v e r s i t i e s , and not only s p e c i f i c 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 

0(83) 34. I f the Cabinet approved those proposals, i  t would be necessary 

to announc^^rithin a matter of weeks, reductions in student numbers and 

l e g i s l a t i ^ ^ k t ^ ^ c l o s e u n i v e r s i t i e s . 


In d i s c u s s i o k ^ j ^ ^ l o l l o w i n g main points were made ­

e. Some^gj^p^rs of the Cabinet pointed out that the savings 

proposed by MISC 99 amounted to only 3i per cent of the e x i s t i n g 

provision. I  t was not plausible to suggest that savings of t h i s 


,	 order could not be found, e s p e c i a l l y as the u n i v e r s i t i e s would have 

three years in l  ̂ i c A t  o plan for them. On the other hand, i  t was 

argued that the u  « ^ V s i t i e  s faced inescapable cost increases; and 

that i  t was notoriously d i f f i c u l t  , because of academic tenure, to 

make reductions quickly in the u n i v e r s i t y pay b i l l  , which made up 

65 per cent of tot a l current costs. 


f. I  t was argued that the estimate of £90 m i l l i o n redundancy costs 
put forward by the S e c r e t  » M S  *  S t a t  e for Education and Science 
might be overstated. I  t appeared to assume that a l  l reductions f e l  l 
on the pay b i l l  . Moreover, nkraM^wastage, even among academic 
s t a f f , was understood to be at « e  ̂  a t  e of 3 per cent a year. I  f 
only one-third of the r e s u l t i n g ^ ^ c j A c i e s were pot f i l l e d  , there 
would be s i g n i f i c a n t reductions i^P^Apay b i l  l a f t e r three years 
without redundancy costs. Such an approach did not seem 
unreasonable: i  t was, for example, t^PK^Kt that the student/teacher 
r a t i o was lower in u n i v e r s i t i e s in th k̂ c^kntry than elsewhere in 
the world. ^^^V 

THE PRIME MINISTER, summing up t h i s 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 l e v e l of u n i v e r s i t y current 

expenditure in 1986-87 more information was needed, fjl^fc^ould discuss the 

issues separately with the Ministers most c l o s e l y c o i m « ^ ^  . I  t was 

important to resolve them quickly, so that the Public Expenditure Survey 

could be completed.	 " ^ ^ ^ ^ L 


The Cabinet -	 ^k^k. 


2. Approved the proposals in C(83) 34 regarding studentJ^pV 
grants. V ^  W 

3. Took note that the Prime Minister would discuss with ^ ^ ^ k 

the Ministers most clo s e l y concerned the appropriate l e v e l 

of un i v e r s i t y current expenditure in 1986-87. 
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 T H  E
tlPp o  f  CHANCELLOR OF THE EXCHEQUER said that in the l i g h t of the Cabinet's 

JRS|^y discussion the totals of programmes and reserves now exceeded the 
an


",:>r
 previously agreed objective by only £129 m i l l i o n in 1984-85, 

U
 ( % ^  ̂ £392 m i l l i o n in 1985-86, and between £290 m i l l i o n and £340 million in 


\\\[ p 1986-87, depending on what was eventually decided about un i v e r s i t y 

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


^^LA Council and h i s other colleagues for achieving t h i s . He was hopeful that 

^F^p%be gaps could be bridged. The d e t a i l s for 1984-85 would have to be 

^^^MiVered in h i s Autumn Statement on 17 November. The l a t e s t forecasts of 

^  s o  ̂ ^  l security expenditure suggested that there would be additional 


^pewtiiture of £300 m i l l i o n in 1984-85. Against that, the delay in the 

f l o t a t i o n of Enterprise O i l would provide additional resources in that 

year. It was therefore probable that the planning t o t a l of j u s t over 

£126 b i l l i o  n would be held. 


In f urthejr^^te cuss ion the following main points were made ­

g. The figures for the defence programme set out in Annex B to 
C(83) ^ ^ ^ ^  d be represented as f a l l i n g marginally short of those 
r e q u i r e c r p ^ ^ k e Government's adherence to the North At l a n t i c Treaty 
Organisat^p^Tjrget of 3 per cent a year r e a l growth in the defence 
budget up to and including 1985-86, depending on the methodology used. 
On the other hand i  t ought to be possible to present the Government's 
record and pla^PO^a sat i s f a c t o r y l i g h t . 

h. The recommend^P^hs of the recent report by Mr Clive P r i e s t l e y 
into the finances and e f f i c i e n c y of the Royal Opera House (ROH) and 
the Royal Shakespeare Company (RSC) should be accepted, and the 
res u l t i n g expenditure charged to the contingency reserve. This was 
on condition that the two i n s t i t u t i o n s accepted Mr P r i e s t l e y ' s 
recommendations on possibLe^«rings and on improvements in f i n a n c i a l 
management. I  t was for consideration whether money should also be 
found for increased funding for ce r t a i n other operatic companies 
whose f i n a n c i a l d i f f i c u l t i e s ^ ^ f t M ^ o l e s s acute than those of the 
ROH and the RSC. Such i n c r e a s e ^ ^ p d i n g could help to make the 
proposed increases for the ROH ^ ^ I f e R S C more p o l i t i c a l l  y 
acceptable, and the companies con^Hnfl would c e r t a i n l y argue that a 
scrutiny would show thei r need to. bfW^^^ess. On the other hand the 
P r i e s t l e y Report related only to the ROH and the RSC; and the 
recommendations defined s p e c i f i c areal^f oMsavings and improved 
e f f i c i e n c y . ^ ^ ^  ̂ 

i  . The material in Annex E to C(83) 34 on the s p l i  t between 

current and c a p i t a l expenditure was not s a t i s f a c t o r y . I  t would be 

desirable to have better material when the Government's expenditure 

plans were published, but i  t was d i f f i c u l  t to P r £ ^ ^  | such material. 

The Treasury depended for information on Departn«™^Lmany of which 

had not yet completed all o c a t i n g reductions in thK^Bkogrammes 

between current and c a p i t a l expenditure. Moreover^pkV^^ublic 

accounting conventions on the d i s t i n c t i o n between cur^pr«and c a p i t a l 

expenditure were not sa t i s f a c t o r y . 


THE PRIME MINISTER, summing up thi s part of the discussion, sajpjjkt the 
Cabinet were most grateful to the Lord President of the Council^^EJkother 
members of MISC 99, and Ministers responsible for expenditure pra^rames 
for their contributions to the successful outcome of the 1983 ?ubljd^^%
Expenditure Survey. Except for the l e v e l of uni v e r s i t y current 
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. I l  l expenditure in 1986-87, the recommendations in C(83) 34 were approved. 
Additional expenditure r e s u l t i n g from acceptance of the recommendations of 
Mr P r i e s t l e y on the finances and e f f i c i e n c y of the ROH and the RSC would 

^^pw be charged to the contingency reserve. Proposals for p a r a l l e l increases 
M in provision for c e r t a i n other operatic companies should be discussed 

^ ^ ^  L between the Minister for the Arts and the Chief Secretary, Treasury. 
^ ^ ^ % A l t h o u g h the Cabinet recognised the d i f f i c u l t y of providing material on 

the s p l i  t between c a p i t a l and current expenditure, i  t was important to 
make s a t i s f a c t o r y information a v a i l a b l e . The Chief Secretary, Treasury 

^  s h  ̂ ^  d give thought to how th i s could be done, and c i r c u l a t e proposals to 
J B r % a b i n e t , at an early stage of the 1984 Public Expenditure Survey. 
Meanwhile, Departments should, as a matter of urgency, send to the 
Treasury any further information they might have, so that i  t could be 
collated and c i r c u l a t e d to the Ministers concerned as br i e f i n g material 
for use when the Chancellor of the Exchequer made h i s Autumn Statement. 
The l i n e g\\{\\f^ taken in response to enquiries from the media about the 
progress m ̂ ffj£ Survey should be that the Cabinet had completed the i r 
consideration of public expenditure for the period 1984-85 to 1986-87, and 
that only oi^CT^^^wo very minor points remained to be cleared up outside 
Cabinet; tharrpTrtmne plans for 1984-85 would appear in the Autumn 
Statement the ̂ i ^ ^ ^ n  g week; and that f u l  l d e t a i l s for a l  l three years 
would be pub l i s h ^ P ^ ^ d u e course as usual in the Public Expenditure White 
Paper. W^JA. 

The - ^ ^ ^ ^  ̂ 


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

summing up. 


5. Subject to conclusion 3 above, and to the points 

made by the Prime Minister* ̂ fcher summing up, approved 

the proposals in C(83) 34 


6. Invited the Chief Secren^^^JCreasury to give thought 

to how more sa t i s f a c t o r y i n f o rr™r^« on the s p l i  t between 

c a p i t a l and current expenditure^^i^dkbe roacle a v a i l a b l e , 

and to c i r c u l a t e proposals at an early stage of the 1984 

Public Expenditure Survey. W^0A 


7. Invited a l  l Ministers r e s p o n s i b l ^ r o ^ ^ x p e n d i t u r e 

programmes to arrange for any further ma^P^al that might 

be available on the s p l i  t between c a p i t a l and current 

expenditure to be sent urgently to Treasury o f f i c i a l  s on 

the b a s i s described by the Prime Minister. 


8. Agreed that the response to enquiries from t^fcmedia 

about the progress of the 1983 Public E x p e n d i t u  A j  * v e  y 

should be as described by the Prime Minister. ^5^P^. 


•ft. • 
Cabinet Office 


November 



