
CONFIDENTIAL 


I s DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

COPY NO 74 

CABINET 

ONLUSIONS of a Meeting of the Cabinet 
held at 10 Downing Street on 

^ THURSDAY 8 NOVEMBER 1984 

at 9.30 am 

P R E S E N  T 

The Margaret Thatcher MP 
e Minister L , 

^  H o 1  } Viscount Whitelaw p The Rt Hon Lord Hailsham of St Marylebone t e  sident of the Council Lord Chancellor l i t  . 
n S i rW  °  Geoffrey Howe QC MP 

o f >^V\The Rt Hon Leon Bri  t tan QC MP S t  a t  e for Foreign and Secretary of State for the Home Department ^ a l t  h Affairs 

It 


K f  c Mm Laws 
o for — ^ i w s o n MP Hon Si  r Keith Joseph MP 

^ ^ e Exchequer y of State for Education and Science 

The VRTt Michael Heseltine MP 
e for Ene rgy Secrel State for Defence 

6 t ^ n o f  6 ° ^  e hunger MP The Rt holas Edwards MP 

t a  t  e  f  Scotland 
 Secretary*^ State for Wales It o  r

The Rt Hon John Biffen MP 
f o r t h eS  Environment Lord Privy Seal t

n
, S of c !  3 F o w  l e  r MP The Rt Hon Tom Kf 

State for Social Services 
[J It H 

Secretary of State ployment 
0 ^^ t e t  M i c h a e l  J o p Uael Jopling MP The Rt Hon Peter Rees 

iculture, Fisherie  s and Chief Secretary, Treasu 

-»olas Ridley MP 
y The Rt Hon Douglas Hurd MP ^ ^ ^  X°f S t a t P * 
S t a t e f o rf It h °  Transport Secretary of State for Norther^^wland 

° fU °  * o ?  r  Cowrie The Rt Hon Lord Young of Graffhamy>^\ t 
h  G Duchy of Lancaster Minister without Portfolio s£\\ 

CONFIDENTIAL 

170 



CONFIDENTIAL 


THE FOLLOWING WERE ALSO PRESENT 

.Michael Havers QC MP Mr John Gummer MP 
(Item 4) Paymaster General 

nnon MP Mr Norman Lamont MP 
partment of Trade Ministe r of State , Department of Trade 

and Industry (Item 4) 

Mr John Cope MP 
Treasurer of the Household 

SECRETARIAT 

Si  r Robert Armstrong 
Mr P L Gregson (Items 4 and 5) 
Mr D F Williamson (Items 2 and 3) 

G Cartledge (Items 2 and 3) 
^ Buckley (Items 4 and 5) 

S Brearle y (Item 1) 
;son (Item 1) 

E N T S 

Page 

PARLIAMENTARY AFFAIRS 1 

FOREIGN AFFAIRS 

United State s Presidentia l Ele  c 1 

Indi a 1 

Ethiopi a 2 

Nicaragua 2 

COMMUNITY AFFAIRS 

Community Budget 

Environment 

INDUSTRIAL AFFAIRS 

Coal Industr y Dispute 

PUBLIC EXPENDITURE SURVEY 1984 

ECONOMIC SITUATION AND PROSPECT 

l  i 


CONFIDENTIAL 
17! 




CONFIDENTIAL 


Y i 
The Cabinet were informed of the business to be taken in the 

House of Commons during the following week. 

THE FOREIGN AND COMMONWEALTH SECRETARY said that the Prime Minister 
'ready sent a message of congratulation to President Reagan on his 
able achievement i  n the Presidentia l Election on 6 November, 

of Mr Reagan's victor y had been at the highest end of the 
xpectations before the election. I  t was right that the 

-Jn^G^vernment should acknowledge the extent of the President's 
triumpK^nsEVecord their desire to maintain the unique degree of 
consul t t t yah /Kid co-operation which characterised the United Kingdom's 
relationsVfi^with the United States. The outcome of the Congressional 
elections had been less c lear-cut  . Although the Republican Party had 
re-couped 15 of the 26 losses which i  t had sustained in the House of 
Representatives in 1982, the Republicans had suffered a net loss of two 
seats in the Sena A l  l the signs were that President Reagan would 
maintain, in his d term, hi s attempts to construct a better relation 

vship with the Sov_-  n : but the defeat in the election of Senator 
Percy ( I l l i n o i s )  , t er Chairman of the Senate Foreign Relations 
Committee, and the po "ty that Senator Helms (North Carolina) might 
replace him in that r "d prove to be a complicating factor. I  t 
was d i f f i c u l t  , at thi s o forecast what action, i  f any, President 
Reagan would take to curb ited States budgetary def ic i t  . 

THE FOREIGN AND COMMONWEALTH S Y said that the internal situation 
in India , following the assassi  n the Prime Minister, Mrs Indir a 
Gandhi, was now calmer. The new i s t er  , Mr Raji v Gandhi, had 
taken a number of steps to assert hiv ori ty  , including putting an 
end to Governmental interference in r g by foreign journal is ts  , fo i  l "owing representations by the B r i t  i Commissioner. The reper
c "ssions of Mrs Gandhi's murder neverthe continued to create serious 
Problems in the United Kingdom, not leas th regard to the act iv i t ie  s 

the Sikh leader, Dr Chauhan. The possibi l i t  y of institutin g legal 
Proceedings against Dr Chauhan was being urgently considered but i  t was 
clear that Dr Chauhan himself had access to very jejpu^etent legal advice, 

t was important that the B r i t i s  h Government shoMd ntinue to express the dismay and shock with which they viewed inf  l comments and Provocative behaviour by Sikhs in the United Kingdu^ statements made b Y the Prime Minister before and during her v i s i  t to for Mrs Gandhi's f nnera l had been very helpful in this respect. A ma- ikhs in central London, to mark the anniversary of the founder r rel igion , had apparently been postponed for the time being; but High Commission had made i  t clea r that i  f i  t took place i  t woul
severe effect on relations between the United Kingdom and 

most 

a short discussion i  t was reported that the Attorney g 

n

Genera 

nt a collectio n of the evidence on which possible legal proceed 


gainst Dr Chauhan might be based; but the chances of securing a 
 tion 

1 
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did not at this stage seem strong. The fact that Dr Chauhan had already 
been resident in the United Kingdom for 11 years could be an obstacle 
to his possible deportation. Although the Internationally Protected 
ersons Act of 1978 created the poss ibi l i t  y of prosecution for incitement 

murder, and although the law would be applied as rigorously as possible, 
"emained to be seen whether the evidence against Dr Chauhan was 

ate for the purpose. So far as the proposed Sikh march was concerned, 
osit ion was that the poss ibi l i t  y of holding i  t in central London 

vember was s t i l  l being considered by i t  s organisers: i  f they 
de  go ahead i  t would be open to the Commissioner of the Metropolitan 
Po l i^r^^appl  y for i  t to be banned. I  t was not acceptable that the 
° . u a rre<^e£ \ Ind i  a should be transferred to the streets of London, and every 
effort sTwrylpkbe made, including contacts with leaders of the Asian 
communitiyts^to prevent th i s  . I  t was clear that manifestations by Sikhs 
in the Uni\§d Kingdom could have a serious effect on relations with India, 
including trade. 

r

THE FOREIGN AND TH SECRETARY said that international efforts 
to ease the famine opia were continuing; the appointment of a
re l i e  f co-ordinator Secretary-General of the United Nations should 
have a useful effect, omptness of the United Kingdom's r e l i e  f 
measures had led to a . i a  l response by other countries and i  t was 
to be hoped that this would ustained. There was some r is  k of pressure 
from the Ethiopian Governm obably at Soviet instigation, to move the 
Royal Air ForceHercules a  i volved in the re l i e  f operation away 
from Addis Ababa, particular1 the period of the conference of the 
Organisation of African Unity grounds that the f a c i l i t i e  s at the airport were inadequate for r of a ircraf  t now using i t  . There 

 therefore a contingency plan fer the .—...«...».. a ircraf  t  w to~ ^ ^ Djibouti i  f was  .
 > ' 

necessary; but no formal request f o ^ T ^ J v  e had yet been received. 

THE FOREIGN AND COMMONWEALTH SECRETARY sas& that the elections which had 
been held in Nicaragua on k November had been reported in re lat ive l  y 
favourable terms both by the press andcby Members of Parliament who 
bad been present in Nicaragua as observers. The;?£3>ad been a high p o l l  , 

U Pof  to 90 per cent in some areas, and the ele( mechanisms appeared , d l i  u c u  e C I L '  H 
to have functioned reasonably we l l  . This picture however, take 
account of events in the period leading up to the ̂  :ns, which had 
b e e  n characterised by pressures on the electorate b organised by the 
s andinist  a regime; the Sandinista Minister for Home vhad gone so far 
a s to describe the mobs as "divine". The fact that s n u  ̂  jposition 
Parties had won nearly one-third of the popular vote had t to distrac t 
attention from the fact that the main conservative and l  i Opposition 
groups had not participated in the elections at a l l  . 
THE FOREIGN AND COMMONWEALTH SECRETARY said that the arr iva  l v 
N icaraguan port of a Soviet merchant ship which might be deliver™ islitary 
aircraf  t had apparently taken the United States Government 
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There was s t i l  l no firm information as to the nature of the vessel'  s 
cargo, although the Americans had apparently been given an informal 

^indication by the Soviet Union that i  t did not include MIG fighter 
" L r c r a f t . The Nicaraguans, for their part , had declared that no fixed

aircraf  t were being delivered, which implied that the cargo might 
[ude helicopters . The supply o f MIG fighters to Nicaragua by the 

I t Union would give r is  e t o the strongest objections from the 
States. Counter allegations by the Nicaraguan regime concerning 

^ a c t i v i t i e  s by the United States navy had not s o far been substan

net -

THE FOREIGN COMMONWEALTH SECRETARY said that work on budget 
scipline had co id in the Committee of Permanent Representatives 

and progress had le. I  t was possible that a text might be adopted 
by the Council of M ^ :s next week. There would also be some discussion 
with the European Pa it, but the European Parliament did not have power 
to change the text 

THE SECRETARY OF STATE FOR THE ENVIR said that the result s of the 
Conference on the Protection of the Sea, held in Bremen on 31 October 
a T 1  d 1 November, had been satisfactory e United Kingdom. The Conf 
a erence had not supported either a sp ^ y L ? & s t a t i us for the North Sea or 


complete ban on the dumping of waste th 


The Cabinet -

Took note. 
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•yy\ 4. THE SECRETATY OF STATE FOR ENERGY reported to the Cabinet on the 
C^C\> latest position in the coal industry dispute. The Cabinet's discussion 

orded separately. 

5« The Cabinet considered memoranda by the Lord President of the Council 
(C(84) 32) on the 1984 Public Expenditure Survey and by the Secretary of 
State for the EnyfJo^ment (C(84) 33) on housing. Their discussion and the 
conclusions reacft.£d ate . recorded separately. 

6 : THE CHANCELLOR OF THE EX1 described the current economic 
situation and prospects, on th 's of which he expected to make hi s 
Autumn Statement on Monday 12 No 

C a  b ine  t Office 

8 November 1984 
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LIMITED CIRCULATION ANNEX 

•^f) CC(84) 36th Conclusions, Minute 4 

<(/ Thursday 8 November 1984 at 9.30 am 

THE SECRETARY OF STATE FOR ENERGY said that there had been a sharp 
increase in the of miners at work since the beginning of the week, 
Recently the wee ^ rease had been in the range of 200-300. In the 
four days of the cu week nearly 2,000 had returned to work. Compared 
with the position a eginning of August the number of pit  s on strik e 
°r picketed out had d from 119 to 85, while the number of pit  s 
with some men in att ad increased from 55 to 89. Attendances at 
Particular pit  s had incr arkedly, for example at Shirebrook 
(North Derbyshire) (611 co with 247 a week ago), and at Manton in 
South Yorkshire (61 compare" 11 a week ago). The National Coal 
Hoard (NCB) had launched a d i  l campaign to draw str ikin g miners' 
attention to the financia l ad available to those returning to work 
before 19 November. Although t\ th in the number of pit  s where some 
miners were at work created addi ^iEKproblems for the police , i  t also 
^ade i  t more d i f f icul  t for the NartfmsJ^Union of Mineworkers (NUM), 

1 nancial l  y contrained as i  t was by ̂ na^j^questration of i t  s assets , to 
mount effective picketing. Coal movel^^*^in the previous week had 

e e  n at the exceptionally high leve l oryvy^flOO tonnes and power station 
c ° a  l stocks had increased by about 150,0w^onnes. The main uncertainty 
at present was the attitude of the Trades^Jnion Congress where the divisio n 

opinion had widened. One possible move was an approach to the Government 
° get talks restarted. Another poss ibi l i t  y was an attempt to launch 

tective sympathetic action by some sections of^fi^. trade union movement, 
r.  example those members of the Transport and Gw(ner>al workers' Union 

involved in maintaining o i  l supplies to power s t a t ^ r f i \  \ The recent 
Personnel problems at the NCB had given r i s  e to adAlt&LajB^flublicity but the 
P°s i t i o  n appeared to be improving; the new NCB spokes^^/vM r Eaton, had 
Performed wel l  . 
x n di scussion the following main points were made 

a. The NCB had said that 73,000 of thei r employees w 

work. This figure included members of the two smaller u^ 

National Association of Col l ier  y Overmen, Deputies and Sh_ 

(NACODS) and the B r i t i s  h Association of Coll ier y Managers, 

figures quoted by the NUM were l ike l  y to refer to members of 

union only. 


1 
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b. Although 19 November was an important date in the campaign 
to encourage a return to work, i  t would be important to maintain 
the momentum after that date, when there would remain some, although 
smaller, f inancia l incentives for those going back to work. 

PRIME MINISTER, summing up the discussion , said that the f i r s  t priori t  y 
y:o	 ass i s  t the return to work. Any attempts to take p o l i t i c a  l credi t 
)he encouraging developments of the past week would probably be 
;-<£rproductive. The figures could be allowed to speak for themselves. 

MiiVf^ters should continue to emphasise that what was currently on offer 
t o m#>erVj> including the agreement reached with NACODS, was the best deal 
since ja^tlpoalisation . 

Cab met Office 

 November 1984 
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LIMITED CIRCULATION ANNEX 

CC(84) 36th Conclusions, Minute 5 

sday 8 November 1984 at 9.30 am 

The Cabinet considered a memorandum by the Lord President of the 
Council (C(84) 32) about the 1984 Public Expenditure Survey, and a 
memorandum by th^S&cretary of State for the Environment (C(84) 33) 
on the housing »^ogiamme. 

THE LORD P R E S I D E N T  ( COUNCIL said that at thei r meeting on 
5 July the Cabinet îded that the public expenditure planning 
total s should be £13 f.; îon for 1985-86, £136. 3 b i l l i o  n for 1986-87, 
and £140. 4 b i l l i o  n f o r  \ 18, and invited the Chief Secretary, 
Treasury to pursue bilate ) scussions of expenditure programmes with 
the Ministers responsible! October the Chief Secretary, Treasury 
reported that, although goc\ :ess had been made, he had not been 
able to reach agreement with sending Ministers concerned on a 
number of programmes. The Pri Lster had invited him to be the 
Chairman of the Ministeria l Grot public Expenditure (MISC 106) to 
consider and make recommendations >se issues which had not been 
resolved. The Group's recommendati^s^&ere set out in C(84) 32, which 
also gave brief descriptions of the gM^ej* implications of the agree
ments reached b i la tera l l  y between the,;-€KEef*Secretary, Treasury and 
spending Ministers . He wished to expre^re^Hls thanks to the other 
members of the Group and to spending Ministers for thei r hard work and 
co-operation. 

MISC 106 had agreed with the spending Ministers c ned on the 

following recommendations: 


a. Provision for defence should be increas 105 mil l io  n 
in 1985-86 and by £300 millio n in 1987-88. 

b. Provision for Foreign and Commonwealth Offioe^trc 
should remain unchanged, apart from certai n minor ag 
adjustments. 

c . Provision for agriculture should be reduced by £3 
in 1985-86, £78 millio n in 1986-87, and £112 mill io n in 

d. Provision for other environmental service s should be re 
by £29 mill io n in 1985-86 and by £1 mill io n in 1987-88, and 
increased by £9 mill io n in 1986-87. 

1 
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e. The Urban Programme shou ld be reduced by £ 3 0 m i l l i o  n i n 
1985-86 , and by £55 m i l l i o  n i n each of 1986-87 and 1987-88 . 

f . P r o v i s i o n f o r h e a l t h and p e r s o n a l s o c i a  l s e r v i c e s shou ld be 
i n c r e a s e d by £198 m i l l i o  n i n 1985-86 , £ 2 8 6 m i l l i o  n i n 1986-87, 
and £ 5 9 7 m i l l i o n i n 1987-88 . 

g . P r o v i s i o n f o r s o c i a  l s e c u r i t y shou ld be i n c r e a s e d by 
519	 m i l l i o  n i n 1985-86 , £ 2 9 6 m i l l i o  n i n 1986-87, and £ 1 , 3 2 7 m i l l i o  n 

1987-88 . 

i l  s were g i v e n i n Annexes C - G of C(8A) 32 . 

A f t e r M3?%/n06 had f i n i s h e d t h e i r work the S e c r e t a r y of S t a t e f o r 
Energy lrsrcl agreed w i t h T r e a s u r y M i n i s t e r s t h a t the combined E x t e r n a l 
F i n a n c i n g L i m i t s ( E F L s ) of the B r i t i s  h Gas C o r p o r a t i o n and the 
e l e c t r i c i t  y supply i n d u s t r y ( E n g l a n d and Wales ) shou ld be reduced by 
£62 m i l l i o  n i n J^gS-86 and £ 8 5 m i l l i o  n i n 1986-87 , and h e l d to b a s e l i n e 
p r o v i s i o n i n 1*87-^JB. Al though t h e s e f i g u r e s assumed t h a t the c o r p 
o r a t i o n t a x b i r C o C M »  e e l e c t r i c i t  y i n d u s t r y i n 1987-88 was l i k e l  y to 
be at l e a s t £ 2 0 0 m i w j o n l e s s than had p r e v i o u s l y been thought l i k e l y  , 
the S e c r e t a r y of St*&£lor Energy had made i  t c l e a  r t h a t even i  f the 
r e d u c t i o n d i d not m^V> ^ j T i s e he would expec t the i n d u s t r y to 
s t a y w i t h i n i t  s E F L f e j ) ^ ^ J - 8  8 by s a v i n g s from some o t h e r s o u r c e . 

The on ly r e m a i n i n g progrtJagiJrpWfcas h o u s i n g . MISC 106 c o n s i d e r e d t h a t 
g r o s s e x p e n d i t u r e on the Vi^^nMe programme s h o u l d be reduced by £ 3 8 0 
m i l l i o n i n 1985-86, £ 4 7 0 m ^ m ^ ^ .  n 1986-87 , and £ 5 6 0 m i l l i o  n i n 
1987-88. The r e d u c t i o n s wou \V^«T; l most h e a v i l y on the c o n s t r u c t i o n 
of new d w e l l i n g s and convers io t&^^apd home improvement g r a n t s , a l l o w i n g 
a modest i n c r e a s e i n e x p e n d i t u r t ^ m ^ r e n o v a t i o n and r e p a i r s . The 
S e c r e t a r y of S t a t e f o r the E n v i r o p ^ T O K * however , c o n s i d e r e d t h a t the 
r e s u l t i n g p r o v i s i o n would not be aded*rate to meet i r r e d u c i b l e h o u s i n g 
n e e d s . The S e c r e t a r y of S t a t e f o r o c  $ ^ n v i r o n m e n t proposed a d d i t i o n a l 
gross e x p e n d i t u r e of £ 2 5 0 m i l l i o  n i n $65 ^ 8 6 , £ 3 5 0 m i l l i o  n i n 1986-87, 
and £ 4 0 0 m i l l i o  n i n 1987-88 , m a i n l y f o i ^ r a d d i t i o n a l e x p e n d i t u r e on 
r e n o v a t i o n and r e p a i r s to d e a l w i t h the s u b s t a n t i a  l new need f o r r e p a i r s 
to i n d u s t r i a l i s e  d and s y s t e m - b u i l t h o u s i n g of the 1950s and 1960s . 

I  f the recommendations of MISC 106, and the a jnt between the 
S e c r e t a r y of S t a t e f o r Energy and T r e a s u r y Mi n the gas and 
e l e c t r i c i t  y i n d u s t r i e s , were e n d o r s e d , the o v e r a ifect would be to 
exceed b a s e l i n e p r o v i s i o n by £ 3 4 8 m i l l i o  n i n 198 411 m i l l i o  n i n 
1986-87, and £ 9 3 4 m i l l i o  n i n 1987-88 . He hoped th C h a n c e l l o r 
of the E x c h e q u e r would be a b l e to accommodate t h e s e t i v e o v e r r u n s . 

THE SECRETARY OF STATE FOR THE ENVIRONMENT s a i d t h a t the ent was 
committed by i t  s E l e c t i o  n M a n i f e s t o to making B r i t a i  n "the^ oused 
n a t i o n i n E u r o p e " . Good p r o g r e s s had been made towards t h i s 
i n the owner -occup ied s e c t o r . But the Government was f a l l i n  g 
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behind in new building in the public sector for those who could not 

afford to buy their own homes, in public sector renovation, and in 

help to poorer owner-occupiers with repairs and improvements. The 

proposals on housing in C(84) 32 would have very serious effects. The 

number of households was risin g at 190,000 a year. About 30 per cent 


a l  l households were unable to afford owner-occupation. There was 
se for 75,000 new starts a year in the public sector to deal with 
resulting need. In the light of the public expenditure situation 

prepared to defend a figure of 40,000. But the proposals in 
would mean only 19,000 starts a year. There would be a 

con%eqj/J&t increase in homlessness and overcrowding which could not be 
defeiirf^dj^ There were about 4-V4 mill ion dwellings in the public sector 
which n&yta> be kept in reasonable repair. I  t was already estimated 
that abo£r£/'l25,000 prefabricated reinforced concrete dwellings would 
need strux^ural repairs to make them safe, at a cost of about 
£1.5 b i l l i o n  . Although the exact size of the problem was not established, 
a large number of system-built f lat  s and houses, including Ronan Point 
type blocks, wokr f^nee  d even larger expenditure. F ina l ly  , the condition 
of the private s(«(ctox housing stock was deteriorating. The increases 
i  n expenditure cJ improvement grants in 1982-83 and 1983-84 had 
arrested the dete 'on, but had not reversed i t  . I  f the proposals 
in C(84) 32 were a the deterioration would acclerate . Many 
poorer owner-occupier ^ not afford to undertake expenditure on 
major repairs  ; and the^ a public interest in maintaining the 
condition of the nation's ^ng stock, whether i  t was in public or 
private hands. 

In discussion, the following oints were made 

a. I  t was v i t a  l to consiSeV/fe^^. issues raised in C(84) 33 against 
the background of the genera^nwli  c expenditure situation. A 
signif ican t excess over the p^dnarjfcg totals was in prospect. 
The excess would be u n c o n t a i n a b ^ ^ £ \ t h  e proposals in C(84) 33 
were accepted. The Government rteft led great credit for i t  s 
constant adherence to i t  s publish* £penditure plans. By the 
same token, the effects on market lfidence i  f i  t appeared to 
have abandoned that adherence would > be severe. One effect would 
be an increase in interest rates, which would do particular damage 
to the housing programme i t s e l f  . 

b. C(84) 33 appeared to treat housing ne. ,utonomous and 
unavoidable, but i  t was well known that the , formation 
of new households, in part icular , depended he the price 
and avai labl i t  y of accommodation. I  t was ar„ even the 
figure of 40,000 new starts proposed by the Secr^ f State 
for the Environment, let alone the figure of 75,000 t l  y 
overstated the extent of genuine need. 

c . Expenditure had to be contained within what could 

This was especially relevant to home improvement grants 

been reasonable to increase expenditure on the grants in 

and 1983-84, when money had been available . Now that the e 


CONFIDENTIAL 

^ 8 0 



CONFIDENTIAL 


outlook, was more d i f f i cu l t  , they should be cut back. Moreover, 
there was a danger that i  f expenditure on the grants continued at 
a high level an expectation would grow up that they would always 
be paid; and the Government would de facto have created a new 
form of subsidy to which many people would think they were entitled 
and which would be hard to reduce. Although cutting back on 
home improvement grants would be unpopular, i  t was better to take 
the step now than la ter  . 

Many features of housing policy needed fresh examination, 
sums of public money were being paid out in housing benefit, 

in many cases the socia l just i f icat io  n for thi  s was open 
ion. The prospective addition to the cost of housing 
was one of the obstacles to a revival in the private 

sector, which was otherwise very desirable. There was a 
good case for substituting loans for home improvement grants, at 
least in part. A large number of people continued to be housed 
by the pub ctor , although they could afford to be owner
occupiers. ight well be that fresh incentives to sales of 
council hoij uld be offered, though the danger of further 
reducing th f housing available for rent, and so impeding 
labour mobility Id not be overlooked. A l  l these matters 
deserved invest ! 

e. Reductions i  n t ising programme on the scale proposed 
in C(84) 32 would ha1 VLous effects on the construction 
industry. I  t was re  l &hat at their recent conference the 
Confederation of B r i t i  s itry had expressed strong opposition 
to reductions in public ture falling on capital investment 
in the nation's infrastr u 

f. Housing provision raised< 1 problems i  n Wales. The 
proposals in both C(84) 32 and 33 assumed that there 
would be substantial additional s, whereas in Wales the 
public sector housing stock had oi a l l  y been smaller proportion
ately than in England, and sales hi been higher i  n previous years. 
There was l i t t l  e chance that receipts in Wales could be increased 
beyond existing estimates. The available evidence suggested that 
the condition of the housing stock in Wales<Has worse than in 
England. There was a large backlog of ap / l i c^ ion  s for home 
improvement grants, equal to several years^fe^oivditure. A l  l these 
problems would be greatly aggravated i  f theyorpj/cjsals in C(84) 32 
were accepted and the Welsh block budget requrr^wyto accept 
consequential reductions in accordance with the n»raa l arrangements. 

THE PRIME MINISTER,summing up this part of the discussion 
the Cabinet considered that the housing programme should 
the origina l Survey baseline by amounts of £312 mill io n i n  \ 
£142 mil l io  n in 1986-87, and £100 million in 1987-88 rather 
the amounts proposed at the end of paragraph 28 of C(84) 32. 
figures assumed that i  t would be possible to increase receipts 
Programme, particularl  y through higher sales of council houses, 
a n additional £100 mil l io  n a year, so that total receipt s would 
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£1,70 0 millio n in 1985-86, £1,500 million in 1986-87 and £1,40 0 mil l io n 
in 1987-88. I  f these estimates should prove excessive, the Secretary 
of State for the Environment would be entitled to seek a review of 
the size of the programme in future Public Expenditure Surveys. So 

(far as he could, bearing i  n mind that the allocation of expenditure 
ts largely a matter for local authorities, the Secretary of State 

the Environment should try to ensure that the main weight of 
ictions i  n expenditure f e l  l on home improvement grants. The Cabinet's 

lion had revealed a number of unsatisfactory features in 
^housing policy, which should be reviewed. She would give 

ight^jo how this might best be arranged. 

1. \\Agreed that the housing programme should be reduced 

to the extent and on the basis indicated by the 

Prime Minister in her summing up. 


2. Took foj&te^that the Prime Minister would 

give thoughOJrtChow a review of housing policy 

might best be(arranged. 


THE CHANCELLOR OF THE R said that i  t seemed unlikel y that the 

gap between the planning previously agreed by the Cabinet and 

the recommendations in C as modified by the conclusions which 

the Cabinet had jus  t reache e housing programme, could be 

bridged. What was crucia  l t t confidence, however, was to 

avoid exceeding the planning or 1985-86 and 1986-87 which 

had been published in the White pn the Government's Expenditure 

Plans (Cmnd 9143) and the project 1987-88 in the 1984 

Financia l Statement and Budget Rep hese were somewhat higher 

than the figures that had been agre uly. In hi  s view, i  t would 

be possible to keep expenditure plans them by assuming higher, 

though s t i l  l attainable , sales of asset i  n 1986-87 and 1987-88. I  t 

would be essentia l to take an exceeding! stringent attitude to a l  l 

claims on the Reserve in 1985-86. He was most grateful to the Lord 

President of the Council, to the other members of_MISC 106, and to 

spending Minsters for the efforts which had ma^e"p\Sssible this 

satisfactor y outcome of the 1984 Public Expendx^rXiSurvey. 


THE PRIME MINISTER, summing up this part of the ion,said that 
the Cabinet thanked the Lord President of the Counc< the other 
members of MISC 106 most warmly for thei  r work. The t̂ approved 
the recommendations i  n Annexes B-G of C(84) 32, and ei the 
agreement on gas and e lec tr ic i t  y EFLs which had been r e p ^ ^ b  y the 
Lord President of the Council. The resulting figures foi<<d98tk86 
would appear in the Chancellor of the Exchequer's Autumn Si 
to be published on Monday 12 November; more detailed figured 
year and for 1986-87 and 1987-88 would appear i  n the 1985 Pub \ 
Expenditure White Paper. Questions from the media about the

ouiy™*>\
of the Cabinet's discussion would be answered by saying that the ga>*tet 
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had agreed public expenditure programmes for 1985-86, 1986-87 and 
1987-88 and that the figures would be announced i  n the way that she 
had jus  t described. I  t would be for the Ministers responsible to 
answer detailed questions on their programmes. They should vigorously 

,defend the Government's decisions, against the background of the 
rerriding need to contain public expenditure and uphold financia l 
scipline . 

he Cabinet -

Endorsed the Prime Minister's expression of 
to the Lord President of the Council and the 
embers of MISC 106. » 

4. S^Approved the recommendations in Annexes B-G of 
C(84V 32. 
5. EndorsM^the agreement on the External Financing 
Limits of /ffneShritish Gas Corporation and the e lec tr ic i t  y 
supply indv^i?jpSLEngland and Wales) reported by the 
Lord Preside//: of) the Council. 

6. Agreed th ^response to questions from the 
media, and the p ?resentation of the Cabinet's 
decisions, should •described by the Prime Minister 
in her summing up 

Cabinet Office 

9 November 1984 
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