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ﬁ . Rate

i
Fﬁl RY 1, The Cabinet were informed of the business to be taken in the
House of Commons in the period up to the Summer Adjournment which

was planned to take place on Wednedsay 1 August.

Pmrtcr ORD PRESIDENT OF THE COUNCIL said that after much discussion
;Hlmmntant inisterial Sub-Committee on Local Authority Expenditure (E(LA))
h
Ra¥e

ort Grant Settlement for 1985-86. He would be reporting

é?;g§;ed conclusions on the principal features of the English
by min the details of what had been agreed, and the Secretary of
State e Environment would be making a statement in the House
of Commo following week. While the settlement entailed an
increaseVgfp public expenditure provisions, it would be attacked by
the local \ythorities as too severe, and would almost inevitably
also give rise to difficulties with the Government's own supporters

in outer London and over the "Pym commitment".

@

THE SECRETARY OF S
Committee on Economi

Réport on Airline Comp
Civil Aviation Authori
recommendations were =

R TPANSPORT said that the Ministerial Sub-
irs (E(A)) had met on 1& July to discuss the
n Policy which had been published by the

) on 16 July. Briefly, the Report's

D

125 the transfer to itish airlines of all British :
Airways' (BA) internatil cheduled services out of Gatwick,
Birmingham, Manchester a gow and those out of Heathrow to

Harare and Saudi Arabia;

ii. measures to increase com
services by British airlines (e
(B Cal)); more competition out ©
from the charter market, but impro

) feguards against
predatary pricing; and a strengthen{qgg of the CAA's powers;

n with the provision of new
1ally British Caledonian
hrow; no debarring of BA

iii, relief of capacity constraints at Heathrow and Gatwick.

The Sub-Committee had agreed that the second grgePp W recommendations

should be accepted, subject to further explorat\ia Yith the CAA of the
Suggestion that they should be given new statutory [6wd¥s, and that the
third recommendation should not be accepted. They\y
Teach an agreement on the first recommendation. cefips the CAA
Proposals would mean substantial delays to the privati
ReJECting the proposals would cause sever disappointme
the Government's supporters who wished to see an increase
B Cal route structure, as well as to B Call and the other
Independent airlines. As a result of factors outside the
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B Cal had lost their route to Argentina and had problems on their routes to
Libya and Nigeria. There was also some doubt whether B Cal could survive

~> With itsg present weal structure. The changes which the CAA Report

recommended would require B Cal to find substantial new capital and it was far

om clear that they would be able to do this. He had explored
the Chairman of BA, Lord King, the possibility of a compromise
would give B Cal some additional routes without going as far
full CAA recommendations., Lord King was adamant that the

r uccess of BA and its forthcoming privatisation should not

be g€§§§hiced by route changes. Staff numbers at BA had already been
redute 40 per cent and he had given undertakings that there would
be no r redundancies. There appeared therefore to be no

to rejec is group of the CAA's recommendations. A majority of the
Sub~Commi t had also favoured making an early announcement.
Parliament would undoubtedly wish to debate the issue and there would
be a suitable opportunity in the House of Commons during the passage
of the Consolida Fund Bill on Wednesday 25 July. He therefore

Proposed that h 1d make a statement setting out the Government's
Position on 23 or Ve '

Opportun <gignr compromise. The Sub-Committee had in consequence agreed
ot

In discussion the fo points were made -
tes from BA to B Cal would not in
n: it would simply transfer the
e carrier to another. Competition
ines operating on the routes in
s taken opportunity to compete

a. The transfer
itself increase compets
United Kingdom flag
was provided by foreig
question. B Cal had not
with BA when they were o

b. It seemed unlikely that would be able to raise any

more than £50 million from th

c. Any transfer of routes whic
requite controversial primary legi n. This would
immediately rule out the planned pr{{atisation of BA early in
1985, and might well prevent the pridtisation of BA during

this Parliament. This would be a major political set=back for the
Government

d. On timing, although the need for an egézzb--

recognised, the Report had been in the Gover {

only a very short time and it would be reasoniii
take some time over such important decisions. £f/dmPouncement
before the Summer Adjournment should not therefo
to be absolutely necessary. The Government was ju<e
be criticised for rushing matters as for delaying. ‘,
possibility of making an announcement during the Su.--
should not be ruled out.

not agreed to by BA would

ouncement was
¢ hands for
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e. The arguments pointed towards a compromise of a limited
and agreed transfer of routes from BA to B Cal. Initial
approaches on these lines to Lord King had not been successful,
but it was possible that, if the Government's difficulties were

be more accommodating. One such compromise would be to transfer

g%fi> explained to him and a firm proposal put before him, he might

the Iberian Peninsula.

(Sii?B to B Cal the routes which BA currently operated from Gatwick to

ME MINISTER, summing up the discussion, said that Cabinet
the Sub-Committee's conclusions on the second and third
the recommendations of the CAA Report, but on the transfer

of rowfes £rom BA to other British operators considered that
the be#ﬂgjrlution would be & compromise which would provide for an
agreed t¢dméfer of routes from BA to B Cal. The Government would

have to de€ide how many routes it would be reasonable should be
transferred in this way, and then press BA and B Cal to acquiesce.

If agreement could be reached within the next few days, the Secretary
of State for Tra rt could still make a statement to the House of
Commons before jigfgymmer Adjournment. If not, consideration might

have to be give king an announcement while Parliament was
adjourned.

The Cabinet - %

1. Took note, wi ppsoval of the Prime Minister's summing
up of the discussion

: State for Transport and the
Chancellor of the Excheq discuss with the Chairmen

aledonian a compromise
transfer of routes which wou-;géﬁsrequire primary legislation.
3 Invited the Secretary of 8t for Transport to prepare
an announcement of the Governme sponse to the Civil
Aviation Authority Report which. phasise the importance
of those recommendations which add 0 competition. The

timing of the announcement would depend on the outcome of the
discussions with the two airlines.

THE SECRETARY OF STATE FOR TRADE AND INDUSTRY ngjﬁj 2t the House of
c°{flm0ns Select Committee on Trade and Industry had Q’ British
Shipbuilders (BS) to provide them with copies of the B%/Corporate Plan
and other material which he had commissioned. In hi production
Of the documents would have serious consequences, and 9"’0 onsultation
With the Lord Privy Seal and the Chief Whip he had instru '

2. the
Chairman of BS that he should not make the information a 'e. He

ad also had discussions with the Chairman of the Select C
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would seek the authority of the House to require production of the
documents in question. Following further discussion with colleagues,

/ he had decided that a major disagreement with the Select Committee on

his issue should be avoided. He had consequently agreed with the

%
@ had subsequently informed him that, if necessary the Select Committee

PRAME MINISTER, summing up a brief discussion, said that the
: greed with the course that had been followed. They were,
oncerned about the consequences of Select Committees having

the kind in question for the efficient management of the
nation d.industries. The implications should be further examined
and the and conventions governing the powers of Select Committees
to call papers should be reviewed in the light of them.

The Cabinet -

4, Invited the Lord Privy Seal to review the rules and conventions
governing t production of documents of Government Departments

and their ass d public bodies to Departmental Select
Committees. @

2, THE FOREIGN AND COMMQXWEADTH SECRETARY, reported on the situation
at Government Communicatio /é dquarters (GCHQ), following

Mr.Justice Glidewell's judgmess ‘\ the Government's ban on trade
union membership and activity v HQ without prior consultation with
the trade unions had been contd% g natural justice. While the
Outcome of the Government's appeal’2f®inst this ruling was awaited,
the trade unions were attempting o%en recruitment at Cheltenhan
Their efforts had so far met with d very limited response.

The GCHQ management appeared to be h&¥&4rp) the position.

<

THE FOREIGN AND COMMONWEALTH SECRETARY said tha@ deral Military
Government (FMG) in Lagos had asked for two memb the Diplomatic
Staff of the United Kingdom High Commission to be awn and had
Subsequently requested the withdrawal of the British ommissioner.
Although this request was without justification he ha
agreed to it. There were some indications that the FMG m
adopting z calmer approach towards Nigeria's relations wi
United Kingdom. He would be considering what could be don
the bilateral relationship more secure. Nigerian anger agal e
United Kingdom stemmed principally from the continuing prese

4
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Mr Umaru Dikko, and he proposed to discuss this aspect of the
situation with the Home Secretary.

C?é;; London of the exiled former Nigerian Minister for Transport,

n lodged with the Iranian Government. The Iranians had claimed

v had no hostile intentions against the United Kingdom. They
had TVasked to give an assurance that there would be no repetition
of thqsﬁf% k. There were no other significant developments to report
in- the Iraq war, and the situation remained basically unchanged.

FOREIGN AND COMMONWEALTH SECRETARY said that, following the
k on the British Petroleum tanker "British Renown', a protest
th t

THE FOREIGN AND COMMONWEALTH SECRETARY said that, as had been
announced, talks ween British and Argentine officials were now
under way in Berfi€. ))He would report to the Cabinet at its next

meeting on 26 Ju e outcome of the talks.
. THE FOREIGN AND COMMONWEAL

Government had tendered its

Monsieur Mitterrand, had appo

Prime Minister. The other Mini
announced shortly.

TARY reported that the French
tion and that the President,
onsieur Fabius as the new

appointments would be

The Cabinet -

B ﬁ(

THE FOREIGN AND COMMONWEALTH SECRETARY said that all member
States were now prepared to support :Monsieur ?- , Minister of
Finance in the outgoing French Government, as tide nex President of
the Commission. The United Kingdom had been wil @- support
Monsieur Davignon, the Belgian Commissioner but recQgwised Monsieur
Delors's excellent personal qualities. The Germans, A4
°f a fair rotation of the Presidency of the Commission
¢laim than the French, had delayed their choice and onX
last moment had made clear that they would not propose a
candidate., In discussion it was said that the willingnes
Germans , despite their own claim, to agree that the next Pre
°f the Commission should be French demonstrated once again tkg

(53]
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http:outcome.of

; nited Kingdom
:’“1) 23rd dissenting on budgetary grounds, on a regulation osal of
' %imm skimmed milk powder. At United Kingdom request the=lf

CONFIDENTIAL

French would now have a strong hand of major international posts

in the International Monetary Fund, the Organisation for Economic
C§§> O-operation and Development and the Commission; but that Monsieur
<§z§§elors was likely to be a very good President of the Commission.

©

IGN AND COMMONWEALTH SECRETARY said that the Council of
Mind’s (Budget) was discussing the Commission's proposals for a

Suppi€merPary Community budget for 1984 and for the preliminary
draft ity budget for 1985. The United Kingdom was seeking the

C%é;? Strength of the Franco/German axis in Community affairs; that the

maximum le savings and the respect of the ceiling on Value
iscussions on budget discipline were continuing in

the offic1gy group and would be reported to the Council of Ministers
(Finance) ifSeptember.

%

THE FOREIGN AND COMMO SECRETARY reported that, as agreed in
the European Council a inebleau on 25-26 June, two groups were
EoplatS now being established in t mmunity. The first group, on which
g the United Kingdom would esented by the Minister of State,

. Foreign and Commonwealth O r Rifkind), would examine ways in
which the Community's Institu might work better and whether there
was scope for other common ac The second group, at official
level, would look at ways in wh Community might be, and be seen
to be, more directly relevant to tizens. In this respect the
Franco/German initiative on reduci tier controls was likely to

be extended more widely on the conti and it was important that the
United Kingdom should be ready to par

ate constructively in
discussions on easier personal travel w the Community.

of Minsters (Agriculture) on 16-17 July had ag n a regulation for

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD {d that the Council
d
better control in the olive oil sector and, wigggiiy

Mmission would
’ Dbe presenting to the Council of Ministers in Septemﬂﬁf. omprehensive
report on the application of the milk super-levy/quoté ]
member states. He had hoped to be able, in the discus$
Proposed regulation on agricultural structure, to take a
to make possible some encouragement for conservation. As<Ke 41d not
have the agreement of all his colleagues, he had not been
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tbe proposal forward in Brussels. He would be discussing it again
with his colleagues on 20 July, as it remained important to have a
pPosition before a debate in the House of Lords on 23 July.

The Cabinet -

@ 1o Took note.

&

THE N R OF AGRICULTURE, FISHERIES AND FOOD said that he was

much ¢ ed that, in view of the target date of 30 September 1984
for the tion of the accession negotiations with Spain and
Portugal, Te would be strong pressure to agree that existing

market orgwnisations for olive oil and wine should be applied without
change to an enlarged Community. This could be very costly. The
French shared this concern about wine, In discussion it was pointed
out that Spanish ssion could also pose substantial industrial
Problems, for exgégfb in relation to steel and cars, if the terms of

the negotiation right. It was most unlikely that the
negotiations, at le th Spain would be completed by 30 September 1984,
THE PRIME MINISTER, su &‘l

Problems of enlargement'@alWdich some members of the Cabinet had
drawn attention would need
of Ministers.

The Cabinet = @
2. Took note, with appro the Prime Minister's
summing up of their discussiQm?

3. Invited the Foreign and Coqgﬁga 1th Secretary to
arrange for, further discussion o e issues with those

of his colleagues principally conc <§fﬁa

Q%
9,
D
@
S
N
3
/
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THE SECRETARY OF STATE FOR ENERGY reported to the Cabinet on
t

be latest position in the coal industry dispute. The Cabinet's
u@Ilscussion is recorded separately.

ﬁ

THE SECRETARY OF STATE FOR TRANSPORT reported to the Cabinet on the
latest position in the dock strike. The Cabinet's discussion is

Tecorded separate

5. The Cabinet considere morandum by the Secretary of State for
Trade ang Industry (C(84) ut the warshipbuilding industry.

THE SECRETARY OF STATE FOR T
]983 Election Manifesto said t
Substantial part' of British Sh
N practice, this meant concentra
uyers had made it clear that they

INDUSTRY said that the Government's
would aim at transferring a

ers (BS) to the private sector.
warshipbuilding. Potential
uldbe severely deterred by any

Prospect of having to compete with n ised warshipyards, especially
any based jn politically sensitive are ivatisation of BS on an
dPPreciable scale meant privatisation o the warshipbuilders which

Yere not closed. He proposed that the method of privatisation should
be by sale of 'yards either singly or in small groups to individual buyers.
€ did not advocate a flotation, because this would leave the Ministry
°f Defence facing a monopoly supplier. There waowever, a risk
£3)

that sales to individual buyers might not achiey§
°F might fail to produce acceptable proceeds: IR ‘”3’ to strengthen
t‘l_ie Government 's negotiating hand, therefore, ther d be
slmu}taneous steps to prepare for a possibly public ‘;-=tion. The
deté}lled task of negotiating sales should be handed & =4’5

9halrman of BS, Mr Day. Mr Day should be given unequi

) SN S
NStructions about the principles to be adopted. Subje t“ r Day's
Views, he should be required to make substantial progress s

Sales, on satisfactory terms, by March 1985, or by the end S
' a flotation proved necessary.

Irr?Spective of the ownership of warshipbuilding yards there wa
S€Tious problem of over-capacity in the industry. At least one

2
¢
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five present large yards must close. Though there was a strong case
for closing Cammell Laird (CL) on Merseyside, both he and BS would
Prefer to follow an alternative strategy, which would allow CL the
¢hance of remaining open, subject to certain conditions, if the yard
as successful in tendering for at least one of the orders for two
€ 22 frigates which the Secretary of State for Defence intended to
He was strongly opposed to the course recommended by the

tary of State for Defence in previous discussions in the

;Eial Committee on Economic Strategy, Sub-Committee on Economic

1 E(4)), that an order for a Type 22 frigate should be directed

to éﬁgéﬁ was true that CL appeared to have won two previous rounds
of te for the order, but this was because they assumed that
overhe oyld be spread over other work. That assumption was now
clearly : CL's latest management accounts showed that the yard
€Xpected oss of some £7.4 million on the contract. Industrial

Telations problems at CL had recently worsened: work had now been
Stopped on the two jobs in the yard. Mr Day considered that to place
an order unconditi 1ly with CL would be interpreted as yielding to
blackmail, It wéﬁiﬁﬁundermine the authority of BS management and the
Credibility of itND; trial relations strategy. If CL were given the
Order for a Type 22§§§§§ te, this would be at the expense of another
yard. That yard wo e to declare further redundancies, possibly
in the North East of , which was already hard hit by unemployment.
The arguments all poin ongly towards allowing all three yards
Previously involved (CL,”S unter and Vosper Thormeycroft) to
Tetender, with a realistic of overheads. If CL lost, the yard
Should be allowed to close. won, buyers should be sought for it
as for the other warshipyard the Government would have to
Técognise that over-capacity emain, with a risk to successful
Privatisation of the whole wars ration.

THE SECRETARY OF STATE FOR DEFENCE
in E(A) he had argued that the orde
Should be directed to CL, taking the
er negotiation. CL had won the two ea
°Pen competition; and he had felt stron that it would be
indefensible to deprive them of the fruitx\yof success. He was also
Concerned at the profound social consequences for Merseyside if CL were
to close. He would wish to revert to those arguments when the time came
for placing the orders for the Type 22 frigates now believed,
Owever, that the industrial action at CL, to wkichVthe Secretary of
State for Trade and Industry had referred, made ntial to undertake
& further round of tendering. To direct an order ould be
Tégarded as a surrender to militamcy: it could not ontemplated.

hat in previous discussions
at least one Type 22 frigate
previous tender as a basis
rounds of tendering in

THE PRIME MINISTER, summing up a brief discussion, sai the Cabinet

3greed with the proposals in C(84) 19 regarding the privat ion of

Warshipbuilding, and that there should be a further round dering
OT the two Type 22 frigates, on the basis of a realistic nt
°f the overheads of the yards involved. CL would be allowed mit

@ tender. Whether they eventually secured the order would de
¥ith the other yards, not only on the details of their tender b

CONFIDENTIAL
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aSsurances regarding productivity and working practices. In presenting
C;;Q the Government's decisions it should be stated that several recent

vents had affected the issue: the failure of CL to achieve the orders
hich they had previously assumed, and the effects of this failure

;%:>
Ci%;?é Whether they and their trade unions were able to give satisfactory

Overhead rates; the losses that would have resulted from CL's

ious tender; and the current industrial action. These events
sted strongly that a further round of tendering was the only fair
; ‘This presentation would bring out that the industrial action
a dgéﬁé
°

. ed CL's prospects without suggesting that the Government's
deci sprang from a desire to penalise CL.

Tﬁ§§§§2° et -

1. ok note, with approval, of the Prime Minister's
summing up of their discussion.

2.  Approve e proposals in C(84) 19.

Cabinet Office

19 July 4984

%
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@ CABINET
% LIMITED CIRCULATION ANNEX
%/ CC(84) 27th Conclusions, Minute 4
: <:£;;> Thursday 19 July 1984 at 9.45 am
THE SECRE<

Y OF STATE FOR ENERGY said that pits fully working numbered
42 with a further four on holiday. There were also five pits with

some production@ea further three on holiday; and pits with some

workers in attefida numbered one with a further three on holiday.
The gradual inc 3

maintained; where ’
Leicestershire, at dntes were higher than before the holiday. A
total of 140,000 ton$ p.coal had been moved the previous day, of
which 100,000 tonnes Had“%mun delivered to power stations. The latest
Tound of talks between
Union of Mineworkers (N :

The NCB had made public t oppsals which it had tabled. These
contained three elements. X st was that the timing of closures
would be re-examined in the Ng the changed circumstances of the
industry; in practice this mea -_/ the amount of capacity originally
intended to be closed during the '*'%%Fial'year ending on 31 March 1985

the number of miners working had been

would now be closed over the next 1 ths. The second element was
that five collieries referred to specifrcally by the NUM would continue
in operation but would be dealt witH cordance with the new
guidelines for closures. The third e was the guidelines for
closures., These provided that collierd hich were exhausted should -
be closed by joint agreement and that a %ylliery might be deemed to be
exhausted when it had no further mineable reserves which were workable
and could be "beneficially developed". There was no arrangement for
further talks, although the NCB had made it clzngiiat it remained

e

Wwilling to discuss ways in which work could be(fendibly resumed. The
Proposals put by the NCB should have considerabX™/arppal to strikirg
Winers, He would himself be publicising them -ﬂ”:
and it was desirable that as many Ministers as possS ;}4
Teinforce this message over the next few days; a fact
Provided for this purpose. Meanwhile the morale of WP«
have been strengthened by the decision of the Vice Chance

Sir Robert Megarry, in favour of an application by Notti ire miners
Lo declare null and void the new disciplinary rules adopt e

e
NUM Delegate Conference the previous week. @

y on the media
ould
¢ would be

A miners would
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THE HOME SECRETARY said that picketing over the past week had been
relatively light, with the exception of Shirebrook where, because of
the proximity of heavily populated areas, it was difficult to prevent
<ﬁ§9 }arge numbers of pickets from assembling. The police were now
<:::>1ncreasing their efforts to secure intelligence about intimidation.
Early Day Motion had been put down expressing concern about the
progress in dealing with criminal cases arising from the coal
ute. He had discussed with the Lord Chancellor and the Attorney
how the delays could be reduced. It was hoped to stimulate
mére uvests for the appointment of stipendiary magistrates, and it
wou{@db ade clear that the Lord Chancellor would be very ready to meet
Such ts. It was also being explained, in a Written Parliamentary
t

Answe the hearing of cases could not properly be postponed

on the s that it would be preferable to deal with them after
the coal K spute had ended.

In discussion it was argued that some of the inhibitions which had
been felt earli the dispute about taking civil action against
ga

the NUM for il1¢gal)picketing might now have less force. Much might
depend on the pap of the docks dispute, which, if it continued
into the following , could well give rise to civil action against

&
the Transport and t‘-n-'!-‘ Workers Union.

THE PRIME MINISTER, suip up the discussion, said that the breaking
Off of the talks betwee c-NCB and NUM marked a new phase in the
dispute. Every effort wa;ﬂ" jed, by publicising the NCB's proposals
and in other ways, to rein the pressures on striking miners to
return to work. All Minist® ggether with selected backbench
Members of Parliament, should v iefed to take part in a sustained

Publicity campaign on the basiv®g#/the fact sheet which the Secretary
of State for Energy would be prep#fife

The Cabinet -

H

19 July 1984

. @%
0 20
abinet Office /@
| 2
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CABINET

<<:j> LIMITED CIRCULATION ANNEX
Eé § CC(84) 27th Conclusions, Minute 4
gk Thursday 19 July 1984 at 9.45 am

THE SECREPAMR¥OF STATE FOR TRANSPORT said that the strike so far
Temained sq{¥id in the National Dock Labour Scheme ports and the larger
non-Scheme ports. There were however signs that at Dover, where
traffic had been restricted to passenger movements, freight movements
might shortly be rfsumed; there were pressures for resumption of

Work at Felixstowéy and some evidence of dissatisfaction with the
Strike at Liverpo Bypport for the strike appeared to be strongest
in London, Hull and @ ampton. The Transport and General Workers
Union (TGWU) would b=

Conference that morning~
Would increasingly be fé
Serious effect on employ
€merge for 3 to 4 weeks.

Jing & meeting of its Docks Delegate
Phe interruption of imports and exports
industry and would potentially have a

€N, JRut ‘major shortages were unlikly to

/

THE SECRETARY OF STATE FOR E

T said that the representatives

°f the port employers and the d been brought together for

talks the previous evening unde egis of the Advisory,
Conciliation and Arbitration Servi AS). These had been at the
Tequest of the TGWU which had init ié;?ﬁhiven a reluctant response

to approaches from ACAS. The talks %o be resumed that afternoon,
aft?r the Docks Delegate Conference. developments might reflect
anxieties in the TGWU about the rank-an support for the strike
and about the attitude of its members in {&Eeroad haulage industry.

It was too soon to judge whether an early \d¢ttlement of the dispute
Would prove possible. ;

THE PRIME MINISTER, summing up the discussion, s hat it was
€Ssential to bring maximum public pressure to begr the TGWU to
€all off the strike and on individual dockers to to work.
nisters should take every opportunity in the med mphasise
tWo points: that no-one knew what the strike was ab that it
Would put jobs seriously at risk throughout the econom
The Cabinet =

Took note.

Cabinet Office

19 July 1984
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