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THURSDAY 1 NOVEMBER 1984

at 10.30 am
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f THE FOLLOWING WERE ALSO PRESENT

‘°fney 6o ichael Havers QC MP Mr John Gummer MP
Paymaster General

Mr Norman Lamont MP
Minister of State, Department of Trade

> and Industry (Item 4)
%& Mr John Cope MP

Treasurer of the Household

% SECRETARIAT

Sir Robert Armstrong
Mr P L Gregson (Item 4)
Mr D F Williamson (Items 2 and 3)

r B G Cartledge (Items 2, 3 and 5)
C J S Brearley (Item 1)
Watson (Item 1)
F Stoker (Item 4)
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1. The Cabinet were informed of the business to be taken in the House
of Commons during the following week

QO
“Fms ~ THE PRIME MINISTER said that members of the Cabinet would wish
i oin her in recording their sense of shock and grief following
tragedy of the assassination, on the previous day, of the Indian
inister, Mrs Indira Gandhi. This was a very grave event which
n
éfl :

monstrated the onset of a phase of violence in world affairs.

d despicable act had robbed India of a great and courageous

the Commonwealth of a statesman of outstanding stature and

Mrs Gandhi's unique and remarkable achievements, her service
and her country, and her contribution to good relations

betweeen Qdia and the United Kingdom deserved warm recognition. Her son

M? Rajiv GRandi, who had now succeeded his mother in the office of Prime

Mlﬂ%Ster, was a figure who commanded respect and affection; he would be
dedicated in hi;gif%;ice to the Indian people and a leader around

“h°? it was to hoped that India would be able to unite at a time of
National crisis.

The Cabinet -©

1. Warmly endor Prime Minister's tribute.

undeF Mr Rajiv Gandhi's leg@€rghip, would probably be able to contain
the internal situation folld ﬁ\ Gandhi's murder. The Indian
Seécurity forces were experie {:\‘--- well deployed. The elections,
Which were due to take place i ‘ff' 3ry 1985, might have to be postponed.
2 ere was clearly some risk of ouéLﬁg s of inter-communal strife in

he United Kingdom, but this had ¥ gnificantly reduced by the
Promptness of precautionary measurde”by”?he police. The police reaction
Lo a small demonstration by Sikhs ou ndia House on the previous

g§y had been a little slow, but other P jal danger points had

Clnce been clearly identified and safeg d. The British Broadcasting
Orporation, however, had transmitted so \statements which could
Provoke the majority Asian community, including two interviews with

T Chauhan, the leader of the Khalistan National Organisation. Action

had been taken by the Prime Minister's Office, @reign and

THE FOREIGN AND COMMO "3 CRETARY said that the Indian Government,

C 2 y 5 .

a°3m0nwea1th Of fice and the Home Office to impr¢fs ¢pon all the radio

rz television services the importance of avoidi S
Sponse to these representations, which were exce @u.

£s/

Teasonable but they should not have been necessary. %] ,"

wocation: the
, had been

underlined the importance of the consultations which

€tween the Foreign and Commonwealth Office and the Homg X
Eﬁzbéeqs created by the presence of politi?al}y conFroveriﬁ§j> igures in
adni nNited Klngqo?. T@e'Br1t1sh ngh Commissioner in N?w
theiiEd.tyat British citizens planning to travel to India

: visits, unless their journeys were essential, until the

E“ation in India was more settled; this was a prudent preca
Present stage.

S1
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THE FOREIGN AND COMMONWEALTH SECRETARY said that problems had arisen
OVer positioning in Ethiopia the Hercules aircraft which the British
Government had agreed to make available for famine relief; and over
the arrangements for transporting the growing volume of aid to the areas
Where it was needed. The attitude of the Ethiopian regime to British
ffers of help had been unhelpful but appeared to have improved during
Past 24 hours. The Ministry of Defence and the Foreign and Common-
:-Tth Office were together endeavouring to accelerate the completion
°J/APrangements for the departure of the Hercules aircraft. In the
t

: §§£§§§. it was noteworthy that the Soviet Union had at last come

fo ith a substantial offer of help to Ethiopia, including 24 aircraft
3 1ag§5§§ ber of vehicles and substantial quantities of rice. It was,
ort

ling that the United Kingdom's bilateral aid programme for
tried to concentrate, over a considerable period, on the

?ffortﬁ hd¥ been disrupted by the policies of the Ethiopian regime,
Including the collectivisation of agriculture.

ig a brief discys P s it was pointed out that the delay in the departure
EthFhe_Hercules : aft from the United Kingdom to Assab, for which the
1?p7:an authort ere responsible, would inevitably provoke adverse
22311C1ty, since rRpEhye tatives of the media were on board the aircraft
b Present at the ag®¥fed where they were waiting. An alternative
ase in Ethiopia for <yﬂf

1 t 7 craft had been suggested but had been found,
w“ lnvestigation, to h 2 acilities for the provision of fuel or
ater. Efforts were bein;yu ;

Go to obtain clearance from the French
itvernment for the aircraly ly to Djibouti. It was emphasised that
- Would be essential to e

B that any potential base for the
rCraft in Ethiopia was sec

gt ; to minimise the risk of hostile
tion against them by terroriy ps.

I A
g THE o M : :
e RE?GI:I AND COMMONWEALTH SECRET that he had just returned
i 4 Visit to Israel, which had bee cgded by a brief stop in
non on 28 October. In the Lebanon d met the President,
iscima¥81’ and the Prime Minister, Mr ame. President Gemayel was
ispf§ylng h}gh'courage and determination in a very difficult sit?atlon.
e irSt Priority was to reach an agreement with Israel on the with-

o sg OfIsra?li troops from southern Lebanon a4;— set up arrang?ments
s e Security and stability of that region tk-r fter. Th?re might
Ve hr°1e in this for the United Nations Internath Force in Lebanon;

Kir de had discouraged any expectation of the invc t of United
‘8dom troops on the ground. The Foreign and Comnle

Cz;ﬁriﬁat during the course of a two day visit to Ista had made a
Srae”enuve.presentatlon of the I_Jnlted ngdom s SPPYISAUNED the

s 1Arab dispute and had also discussed financial ma¥te In

s alem he had met a group of Palestinians from the Wes He haq
expenStruck by the scale of Israel's economic problems; s public

= diture was now equivalent to the entire Gross Domestic
country, As a result of his visit, which had taken place
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moves in the Middle East should be following the United States
Presidential Election.

@ éxcellent atmosphere, he was better placed to consider what the next

The Cabinet -
@ 2. Took note.

hl"‘tion THE ARY OF STATE FOR TRANSPORT said that the British Government
had b ohliged to disallow certain reduced transatlantic air fares,
Since -‘V ould provide no assurance that these would not lead to
further ) dings in the United States under the United States anti-
trust 1a This action had encouraged the United States authorities to
l:_ll°°k seriomly at the air servicesproblem. This more serious approach

ad come too late to have a useful effect on the resolution of the
Problems ariSing@the collapse of Laker Airways but should be helpful

?O‘—' the future. is extent, the situation could be said to have
lmproved,

The Cabinet - @ :
3 Took note. @

3. THE FOREIGN AND COMMO
the new Lomé& Convention were
Was the size of the European De
5 ¢ German Government continued in favour of a figure no higher
han 7 billion ecu but would supp %gher total if their own

c91'1!‘-'‘:J:.lmt:i.on did not increase. TheWni Kingdom could take a similar
POSition in relation to its own cont i

The Cabinet - (

Took note.

ECRETARY said that negotiations on
leted. The main point outstanding
nt Fund to accompany the Convention.

1 lng }‘ates‘: position in the coal industry dispute. The t's discussion
‘lp‘lt& ustry S Trecorded separately. @

h

by

g

. >
%taﬂzons : | @
3 2
7/
<
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5. The Cabinet considered a memorandum by the Minister of State,
Department of Trade and Industry (Mr Channon) (C(84) 31) on the
question of credit support for the sale of 40 Tornado aircraft to the
Turkish Government.

MINISTER OF STATE, DEPARTMENT OF TRADE AND INDUSTRY said that the

er for 40 Tornado aircraft, for which the Turkish Ministry of

nce had issued a Letter of Intent, was important not only by virtue

iPg size (£985 million, of which the United Kingdom share would be
llion) but also because of its political and strategic implications.
ised that there were problems over the financial aspects of

the In the light of these, British Aerospace (BAe) had discussed
with rkish authorities a variation on the financial package which
had bee idered by the Defence and Oversea Policy Committee at its
meeting 22 October; under the revised proposals the Turkish Government

would payMor 25 per cent of the order in cash and the proportion of

the credit to be guaranteed by the Export Credits Guarantee Department

(ECQD) would be reduced from 40 per cent to 30 per cent. BAe, for

thelr part, werg/prppared to take on a substantial share of the credit

Fisk; the attitd§a SF~the commercial banks who had been asked to take
@. ain cautious until a decision had been taken on

the extent of ECGD but they would probably be prepared to make up

the difference. If i'ié;-ftish Government decided to enable the deal

to go ahead, the Italidf 63\Frnment had confirmed that they would follow

SUlt and the Federal Ge‘ﬁ§ vernment would be likely to do the same.

Th?r§ would be significan afit in terms of employment in the

British aerospace industry bcting a large number of sub-contractors

as well as BAe itself: the :¢?(5' run-down of Tornado production would

Produce a gain of up to 10,0|\§i;3- Finally, it should be borne in
Mnd that Turkey had never defapdis

3 "'- on its payments for purchases of
litary equipment from overseas.

In discussion, the following main ﬁét2£§>were made -

a. The key question to be addres s not the value of the
order for Tornados but the capacit the Turkish Government to
Pay for them. The Turkish economy currently in a poor way and

Turkey had been obliged to reschedule its debts three times in
the past six years. 35 per cent of Turkey's foreign exchange

earnings were allocated to debt servicing zngiin the view of the

m1

International Monetary Fund, a further resdfeddling operation could
not be excluded. Turkey's good record in n lting on cash
Payments for military equipment would not be t to a deal
Involving a high credit element, since this wou within any
rescheduling regime.

b.  Bad debts insured by the ECGD had already added million
to the Public Sector Borrowing Requirement (PSBR) in rrent
financial year and this was likely to rise to £450 mil
1985/86. This existing burden on the PSBR should not be
lncreased.

%,
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D

ﬁé&p . Of the current ECGD limit of £100 million on credit insurance
C:SS§ for Turkey, only £30 million now remained, assuming that the
Turkish purchase of Airbus aircraft went ahead. This should be
C;ﬁ’ seen in the light of significant prospects for the United Kingdom in
<:::) civil business with Turkey, which included a fair chance of
winning the order for the second Bosphorus Bridge (worth £25 million)
<3§€S§ and major power station projects from which a number of British
firms could benefit. Her Majesty's Ambassador in Ankara had advised
at, at a time when British exports to Turkey across the board
e on a strongly upward curve, with the prospect of an increase
0 per cent in the current year, it would be a mistake to put
r eggs in the Tornado basket. It was pointed out, on the
and, that civil contracts would be as much affected by a
re ling of Turkish debts as would defence contracts, although
at ower order of magnitude.

d. It was argued that enhancement of the equipment of the
Turkish armed forces was a crucial element in strengthening the
security o North Atlantic Treaty Organisation's southern
flank. It vertheless, pointed out that the overall defence
interests of lliance would be equally well served if Turkey
¥Yitary aircraft from a Western country other

defence contracts involving such a high
hs¥.could fairly be regarded as defence

burden-sharing ratheg’ as export sales. It was pointed out
that the sale of Torn%f
for follow-on sales of

enhance the prospect of

and defence equipment and could also
20 Tornado aircraft to Saudi Arabia.

e. It was pointed out that thq§§;> yment benefit of a successfully
concluded contract for the suppl Tornado aircraft to Turkey
would be equivalent to 21,000 man s which was likely to exceed
any comparable benefit from the sucd®¢sful conclusion of civil
contracts (although, if a British conSortium won the contract for

the second Bosphorus Bridge, the steel fabrication would be carried

out in the United Kingdom). @
f. When the question was raised whether t ST,

ancial problems
arising from the possible sale of Tornados to‘@!’?- should not
have been foreseen at an earlier stage, it was I ed out that

4S a matter of commercial good sense a company sYi BAe could

seek governmental support only after a deal had bé¢ tually
concluded. <§;;>
THE PRIME MINISTER, summing up the discussion, said that t ce

;i V?eﬁ in the Cabinet was clearly against the commitment of
toablllty amounting to £228 million to the sale of Tornado ai
Turkey. The Turkish Government had made it clear that they
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The impact on possible civil contracts of such a massive level of

c?é;p unwilling to contemplate the purchase of a smaller number of aircraft.
C:Q§§5 ECGD exposure in Turkey could be serious. It was clear, for example

CﬁjD from Turkey's purchaseof F16 aircraft from the United States in 1983
<:::);t a cost of $4,000 million, that Turkey was spending beyond its means.
uch

as the United Kingdom would like to sell its Tornado aircraft to
<3§§SSFEY. it could not in effect give them away.

@he Cabinet -

ted the Secretary of State for Defence and the Minister of

Sgg¥e, Department of Trade and Industry, to be guided by the
i inister's summing up of their discussion.

6 %
%
<
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LIMITED CIRCULATION ANNEX

CC(84) 35th Conclusions, Minute 4

i;é§;> Thursday 1 November 1984 at 10.30 am

THE SECRETARY OF STATE FOR ENERGY said that the number of miners

Working continued to increase. There were grounds for optimism that
further pits mi;ﬂ'\~egin to produce some coal shortly. The pattern
of picketing ha ettled down at the reduced level of two major

d?monstrations a -@ sually at pits in the Yorkshire area. This
might reflect res ﬂ_; ons on the funds available to the National Union
of Mineworkers (NUM

by the High Court the previous week.
ere likely to exceed 900,000 tonnes.

d be a small increase in power station
coal stocks, which remain%d ghtly higher than in August. Disclosure
the previous weekend of thd
With Libya had had an imports®
Morale of strikers. There wel
Secretary and National Executi —‘b;'- e Union, including the
vlce-President, had not been infd ;;3‘ f the visit. The disclosures
should tend to strengthen the hand<df moderates -on the National

Executive, which was meeting that m Attention had to some
€Xtent been distracted from them, ho y At the beginning of the
Veek, by cancellation of a number of P d contacts between the

National Coal Board (NCB) and the press Qhich had not been well handled.
Talks between the NCB and NUM under the auspices of the Advisory,
Conciliation and Arbitration Service (ACAS) had broken down the
Previous day. The Chairman of ACAS had made i ar that he saw no
basis for their resumption in the near future.iéThg NCB would now
l0Crease efforts to encourage miners to return . A letter was
€lng sent to each striker, backed with advertisi the national
and local press, setting out details of the terms r and pointing
to certain financial advantages for individuals retd
d“ring November. Since the breakdown of talks, the
Congress (TUC) had again promised full support to the
the past such promises had had little practical effect.
fown to be dismayed at recent developments in the disput e was
Some prospect that they themselves might seek to take an in
dlmed at achieving a settlement, though this remained uncert A
ﬁe?kEd NCB document claimed by the President of the NUM to be
it 1igen of pits was in fact an engineering assessment aimed ‘55?6
ldentifying investment needs. He (the Secretary of State for Ene
and the NCB had been taking steps to put the record straight. <€§§E;>

1
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A
Ci%;ﬁ; THE PRIME MINISTER, summing up a brief discussion, said that the

f—

line to take following the breakdown of the ACAS talks should be to
Point out that one-third of NUM members had voted, by a majority of
{wo to one, not to strike and were at work, that the National
gsociation of Colliery Overmen, Deputies and Shotfirers (NACODS) had
ched a satisfactory understanding with the NCB not only on the
rs of particular concern to its members but also on the fundamental
in the dispute, and that the remaining union in the mining
in , the British Association of Colliery Managers, had remained
at Hgﬁ%%}hroughout the dispute. The remaining NUM members on strike

had ‘We eprived of the opportunity for a ballot. It was for all
those ned - and particularly the Labour Party and the TUC - to
decide w to side with an NUM leadership which was involved with
Ehe Liby egime, had divided mining communities, plunged miners
into debt Wnd destroyed market prospects for their industry or with

those in the industry who had decided democratically to continue
working. The Secretary of State for Energy should circulate to the

Cﬁbinet a passa these lines for use in speeches and in dealing
With the media uld annex to it the text of the agreement
between the NCB a DS. ;

The Cabinet -

1% Took note, wi

oval, of the Prime Minister's
summing up of their d i

slon.

State for Energy to
binet material on the
nister in her summing up.

25 Invited the Secre
circulate to members of
lines indicated by the P

Cabinet Office

2 November 1984
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