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. The Cabinet were informed of the business to be taken in the
ouse of Commons during the following week.

THE FOREIGN AND COMMONWEALTH SECRETARY said that the Prime Minister
already sent a message of congratulation toPresident Reagan on his
Skable achievement in the Presidential Election on 6 November.
iféde of Mr Reagan's victory had been at the highest end of the
gxpectations before the election. It was right that the
:ﬁjgﬁkernment should acknowledge the extent of the President's
ecord their desire to maintain the unique degree of
d co-operation which characterised the United Kingdom's
with the United States. The outcome of the Congressional
elections been less clear-cut. Although the Republican Party had
Fe=couped 15 of the 26 losses which it had sustained in the House of
Representatives in 1982, the Republicans had suffered a net loss of two
Séats in the Sena All the signs were that President Reagan would
Maintain, in his d term, his attempts to construct a better relation-
ship with the Sov n: but the defeat in the election of Senator
Percy (Illinois), t er Chairman of the Senate Foreign Relations
CUmMittee, and the po jty that Senator Helms (North Carolina) might
Teplace him in that ro d prove to be a complicating factor. It
was difficult, at this o forecast what action, if any, President
Reagan would take to curb t -rited States budgetary deficit,

THE FOREIGN AND COMMONWEALTH S
0 India, following the assassin
Candhi, was now calmer. The new
taken a number of steps to assert his ority, including putting an
end to Governmental interference in r iyg by foreign journalists,
fOllowing representations by the Briti gh Commissioner. The reper-
Cussions of Mrs Gandhi's murder neverthe continued to create serious
Problems in the United Kingdom, not least\with regard to the activities
°f the Sikh leader, Dr Chauhan. The possibility of instituting legal
Proceedings against Dr Chauhan was being urgently considered but it was
¢lear that pr Chauhan himself had access to very emmgetent legal advice.
t was important that the British Government shod ntinue to express
the dismay and shock with which they viewed inf1dwm
Provocative behaviour by Sikhs in the United Kingdo
Y the Prime Minister before and during her visit to
funeral phaq been very helpful in this respect. A mar
€entra] London, to mark the anniversary of the founder Y
had apparently been postponed for the time being; but the

Y said that the internal situation
the Prime Minister, Mrs Indira
inister, Mr Rajiv Gandhi, had

iy

Commlssion had made it clear that if it took place it woul$ a most
S€Vere effect on relations between the United Kingdom and I

In a short discussion it was reported that the Attorney Genera een
Sent a collection of the evidence on which possible legal procee

d8ainst Dr Chauhan might be based; but the chances of securing a se2htion

i | /?
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been resident in the United Kingdom for 11 years could be an obstacle

to his possible deportation. Although the Internationally Protected
€rsons Act of 1978 created the possibility 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,
osition was that the possibility of holding it in central London
vember was still being considered by its organisers: if they

d go ahead it would be open to the Commissioner of the Metropolitan
i e¢§g>app1y for it to be banned. It was not acceptable that the

quarr India should be transferred to the streets of London, and every
effort be made, including contacts with leaders of the Asian

Communi t to prevent this. It was clear that manifestations by Sikhs

D the Unixgd Kingdom could have a serious effect on relations with India,
including trade.

;%>
ﬁé&?i did not at this stage seem strong. The fact that Dr Chauhan had already

THE FOREIGN AND TH SECRETARY said that international efforts
to ease the famine jopia were continuing; the appointment of a
relief co-ordinator e Secretary-General of the United Nations should
ave a useful effect, omptness of the United Kingdom's relief
Measures had led to a s ial response by other countries and it was

ustained. There was some risk of pressure
obably at Soviet instigation, to move the
volved in the relief operation away

fom Addis Ababa, particularl
Organisation of African Unity,

€ airport were inadequate for Efpanber of aircraft now using it. There
¥as therefore a contingency plan te”tp
Necessary; but no formal request foa’z;ggve had yet been received.

THE FORETGN AND COMMONWEALTH SECRETARY séggﬁihat the elections which had
€en held in Nicaragua on 4 November had béen reported in relatively

haVOUrable terms both by the press and:-by Members of Parliament who
ad been present in Nicaragua as observers. Theye .id been a high poll,

°f up to 90 per cent in some areas, and the eleqd{ord) mechanisms appeared
© have functioned reasonably well. This pictur®J4dYt, however, take
Ccount of events in the period leading up to the 4!!5&~ns, which had

®€n characterised by pressures on the electorate b EZ prganised by the

a

A

ini ; ol S &
aandlnlsta regime; the Sandinista Minister for Home .AEENPad gone so far
° to describe the mobs as "divine". The fact that sma [Ta% Opposition

. D
g:rtles had won nearly one-third of the popular vote had tsiﬁt: to distract
tention from the fact that the main conservative and 1iB

4@ Ippos ition
8Xoups had not participated in the elections at all, <$§€S§

T?E FOREIGN AND COMMONWEALTH SECRETARY said that the arrival i
ara

hi guan port of a Soviet merchant ship which might be delive litary

Teraft had apparently taken the United States Government by surpri

; -
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lrcraft, The Nicaraguans, for their part, had declared that no fixed-
ng aircraft were being delivered, which implied that the cargo might

CONFIDENTIAL

There was still 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 it did not include MIG fighter

ude helicopters. The supply of MIG fighters to Nicaragua by the
t Union would give rise to the strongest objections from the

A States. Counter allegations by the Nicaraguan regime concerning
laged,

; activities by the United States navy had not so far been substan-

%

3: .THE FOREIGN OMMONWEALTH SECRETARY said that work on budget

discipline had coazgﬁﬁed in the Committee of Permanent Representatives
and progress had poixde. It was possible that a text might be adopted
by the Council of H'

) rs next week. There would also be some discussion
:lth the European Pa , but the European Parliament did not have power
© change the text.

2
<
%

EEE SECRETARY OF STATE FOR THE ENVIR

: nference on the Protection of the No

ng | November, had been satisfactory

B Nference had not supported either a sp
Complete ban on the dumping of waste th&xé.

said that the results of the
Sea, held in Bremen on 31 October
e United Kingdom. The

status for the North Sea or

The Cabinet -

Took note.

Cb@
D
D)
D
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A
%
<
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latest position in the coal industry dispute. The Cabinet's discussion
/18 recorded separately.

§
E%gg%’ 4. THE SECRETATY OF STATE FOR ENERGY reported to the Cabinet on the
| §:>

I
&ngRE 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 En G'?u.ent (C(84) 33) on housing. Their discussion and the
: g_recorded separately.

&
DG
D

A
loy 2: THE CHANCELLOR OF THE EX described the current economic
: Altuatlon and prospects, on the s of which he expected to make his
TS Utumn Statement on Monday 12 NoVe

Cabinet office

8 November 1984
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LIMITED CIRCULATION ANNEX

CC(84) 36th Conclusions, Minute 4

THE SECRETARY OF STATE FOR ENERGY said that there had been a sharp
lncrease in the ﬂ"} of miners at work since the beginning of the week.
Recently the wee (‘. ease had been in the range of 200-300. 1In the
f?ur days of the cu week nearly 2,000 had returned to work. Compared
With the position a ¢heginning of August the number of pits on strike
OT picketed out had def :

With some men in attendf
Particular pits had incréady
North Derbyshire) (611 cougf': with 247 a week ago), and at Manton in
South Yorkshire (61 compare 11 a week ago). The National Coal
Board (NCB) had launched a dN@

J\{ il campaign to draw striking miners'
dttention to the financial ad A - pfs available to those returning to work

efore 19 November. Although g\ ?n.th in the number of pits where some

Miners were at work created additi roblems for the police, it also
mﬁde it more difficult for the Nat ?ﬂf’ nion of Mineworkers (NUM),
flnaHCially contrained as it was by questration of its assets, to
Mount effective picketing. Coal move in the previous week had

€en at the exceptionally high level o 00 tonnes and power station
€0al stocks had increased by about 150, onnes. The main uncertainty

3t present was the attitude of the Trades ion Congress where the division
°f opinion had widened. One possible move was an approach to the Government
to get talks restarted. Another possibility was an attempt to launch
¢ffective sympathetic action by some sections of trade union movement,
for €xample those members of the Transport and ddne workers' Union
‘0volved in maintaining oil supplies to power sta The recent
Personpe] problems at the NCB had given rise to ad ublicity but the

POsition appeared to be improving; the new NCB spoke r Eaton, had
Performed wel],

In discussion the following main points were made -

4. The NCB had said that 73,000 of their employees w
work., This figure included members of the two smaller u
National Association of Colliery Overmen, Deputies and Sh
(NACODS) and the British Association of Colliery Managers.

fJ'-gm:'es quoted by the NUM were likely to refer to members of
union only.
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to encourage a return to work, it would be important to maintain
the momentum after that date, when there would remain some, although
smaller, financial incentives for those going back to work.

i@;) b.  Although 19 November was an important date in the campaign

PRIME MINISTER, summing up the discussion, said that the first priority
to assist the return to work. Any attempts to take political credit
he encouraging developments of the past week would probably be
Cproductive. The figures could be allowed to speak for themselves.
should continue to emphasise that what was currently on offer
including the agreement reached with NACODS, was the best deal

i;ﬂalisation.

9 November 1984

C%%
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LIMITED CIRCULATION ANNEX

CC(84) 36th Conclusions, Minute 5

| ﬁ(mday 8 November 1984 at 9.30 am
it

QEFHVRE The Cabinet considered a memorandum by the Lord President of the
Y1984 Council (C(84) 32) about the 1984 Public Expenditure Survey, and a
- memorandum by t retary of State for the Environment (C(84 33)
lo o i
k&rus n the housing gEogtamme.
N ente;
%§)32nd THE LORD PRESIDENT COUNCIL said that at their meeting on
rﬁu“ﬁ@ns' 5 July the Cabinet ided that the public expenditure planning
REiD totals should be £1371. ion for 1985-86, £136.3 billion for 1986-87,

and £140,4 billion for 8, and invited the Chief Secretary,
Treasury to pursue bilater iscussions of expenditure programmes with
the Ministers responsible? October the Chief Secretary, Treasury
reported that, although go ess had been made, he had not been
able to reach agreement with ending Ministers concerned on a
number of programmes. The Pra1 ister had invited him to be the
Chairman of the Ministerial Gro blic Expenditure (MISC 106) to
consider and make recommendations\6n se issues which had not been
resolved, The Group's recommendatipfis ere set out in C(84) 32, which
also gave brief descriptions of the gﬁé’n implications of the agree-
ments reached bilaterally between thecéggik Secretary, Treasury and
Spending Ministers. He wished to expr s thanks to the other
members of the Group and to spending Mini§tersfor their hard work and
Co-operation.

followlng recommendations:
a. Provision for defence should be increas
in 1985-86 and by £300 million in 1987-88.

b.  Provision for Foreign and Commonwealth Offi
should remain unchanged, apart from certain minor aglp€d
adjustments, -

MISC 106 had agreed w1ﬂ1thespend1ng}hn19tersi&ifiined on the

105 million

¢. Provision for agriculture should be reduced by £36 n
in 1985-86, £78 million in 1986-87, and £112 million in 8.

d. Provision for other environmental services should be re e
by £29 million in 1985-86 and by £1 million in 1987-88, and
increased by £9 million in 1986-87. o

'
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e, The Urban Programme should be reduced by £30 million in
1985-86, and by £55 million in each of 1986-87 and 1987-88,

lncreased by £198 million in 1985-86, £286 million in 1986-87,
and £597 million in 1987-88,

l <€§fé> . Provision for health and personal social services should be

|
|
|

Provision for social security should be increased by
g 19 million in 1985-86, £296 million in 1986-87, and £1,327 million

1987-88.
Full ils were given in Annexes C-G of C(84) 32.
After 06 had finished their work the Secretary of State for

Energy h¥{ agreed with Treasury Ministers that the combined External
Financing Limits (EFLs) of the British Gas Corporation and the
electricity supply industry (England and Wales) should be reduced by
£62 million in -86 and £85 million in 1986-87, and held to baseline
provision in 19f7-§ Although these figures assumed that the corp-
oration tax bi ye electricity industry in 1987-88 was likely to
be at least £200 less than had previously been thought likely,
the Secretary of for Energy had made it clear that even if the

The only remaining progr
gross expenditure on the
million in 1985-86, £470 mi
1987-88. The reductions wou
of new dwellings and conversi
a modest increase in expenditur

s housing. MISC 106 considered that

programme should be reduced by £380

in 1986-87, and £560 million in

1 most heavily on the construction

d home improvement grants, allowing
novation and repairs. The

Secretary of State for the Enviro however, considered that the
resulting provision would not be ad te to meet irreducible housing
needs, The Secretary of State for vironment proposed additional

and £400 million in 1987-88, mainly foX<@dditional expenditure on
renovation and repairs to deal with the Mubstantial new need for repairs
to industrialised and system~built housing of the 1950s and 1960s.

gross expenditure of £250 million in ﬁggfﬁ&, £350 million in 1986-87,
d

ant between the
c¥son the gas and
exceed baseline provision by £348 million in 19858 g!a 411 million in
1986-87, and £934 million in 1987-88. He hoped th Chancellor

of the Exchequer would be able to accommodate these tive overruns.,

If the recommendations of MISC 106, and the a-
Secretary of State for Energy and Treasury Mi

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that the
committed by its Election Manifesto to making Britain '"the
nation in Europe". Good progress had been made towards this
in the owner—occupied sector. But the Government was falllng

N
2 2
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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 rising at 190,000 a year. About 30 per cent
all households were unable to afford owner-occupation. There was
se for 75,000 new starts a year in the public sector to deal with
esulting need. In the light of the public expenditure situation

c?é;) behind in new building in the public sector for those who could not
C;SS§ afford to buy their own homes, in public sector renovation, and in

prepared to defend a figure of 40,000. But the proposals in
C dé;;}g would mean only 19,000 starts a year. There would be a
! corfge t increase in homlessness and overcrowding which could not be
' defe There were about 43 million dwellings in the public sector
which be kept in reasonable repair. It was already estimated
that ab 125,000 prefabricated reinforced concrete dwellings would
need st ural repairs to make them safe, at a cost of about

£1.5 billion. Although the exact size of the problem was not established,
a large number of system-built flats and houses, including Ronan Point
type blocks, wo eed even larger expenditure. Finally, the condition
of the private ddctds housing stock was deteriorating. The increases

in expenditure @ improvement grants in 1982-83 and 1983-84 had
arrested the dete n, but had not reversed it. If the proposals

the deterioration would acclerate. Many

poorer owner-occupiery/S@did not afford to undertake expenditure on
major repairs; and the¥d ?&-
condition of the nation's
pPrivate hands.

a public interest in maintaining the
ing stock, whether it was in public or

In discussion, the following oints were made -
a: It was vital to consi
the background of the gener
significant excess over the p
The excess would be uncontaina
were accepted. The Government
constant adherence to its publish
same token, the effects on market fidence if it 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 itself. (E;:D
b.  C(84) 33 appeared to treat housing ne
unavoidable, but it was well known that the

of new households, in particular, depended he n the price
and availablity of accommodation. It was argu
figure of 40,000 new starts proposed by the Secr
for the Environment, let alome the figure of 75,000
overstated the extent of genuine need.

issues raised in C(84) 33 against
ic expenditure situation., A
npafig totals was in prospect.
ifythe proposals in C(84) 33
jned great credit for its
penditure plans. By the

a

utonomous and

c. Expenditure had to be contained within what could fforded.
This was especially relevant to home improvement grants. ad
been reasonable to increase expenditure on the grants in

and 1983-84, when money had been available. Now that the exp€n re

: <
-
0
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there was a danger that if expenditure on the grants continued at

6??;9 outlook was more difficult, they should be cut back. Moreover,

a high level an expectation would grow up that they would always

C§§> 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, it was better to take
%the step now than later,.

) Many features of housing policy needed fresh examination.

e sums of public money were being paid out in housing benefit,
in many cases the social justification for this was open
ion. The prospective addition to the cost of housing

was one of the obstacles to a revival in the private

rentky 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 publs ector, although they could afford to be owner-
occupiers. ight well be that fresh incentives to sales of
council hou uld be offered, though the danger of further
reducing the f housing available for rent, and so impeding
labour mobility oqld not be overlooked. All these matters
deserved investi

e, Reductions in t
in C(84) 32 would haV
industry. It was releéxs
Confederation of Britisk
to reductions in public €X)
in the nation's infrastru

sing programme on the scale proposed
ious effects on the construction

khat at their recent conference the
try had expressed strong opposition
@lture falling on capital investment

e

f. Housing provision raisedCééEb 1 problems in 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 o ally been smaller proportion-

ately than in England, and sales ha}\been higher in previous years.
There was little chance that receipt$ in Wales could be increased
beyond existing estimates, The available evidence suggested that
the condition of the housing stock in Waleg~Was worse than in
England. There was a large backlog of apj ic) ions for home
improvement grants, equal to several yearsi:¥ diture. All these
problems would be gzreatly aggravated if the Q!Ppu-als in C(84) 32
were accepted and the Welsh block budget requ Z7Lq accept
consequential reductions in accordance with the” géfuf

THE PRIME MINISTER, summing up this part of the discussion
the Cabinet considered that the housing programme should

the original Survey baseline by amounts of £312 million i
£142 million 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 it would be possible to increase receipts
Programme, particularly through higher sales of council houses,
an additional £100 million a year, so that total receipts would b

4 2

CONFIDENTIAL




:

'uuation

2

CONFIDENTIAL

of State for the Environment would be entitled to seek a review of

the size of the programme in future Public Expenditure Surveys. So
fa

a}

as he could, bearing in mind that the allocation of expenditure

largely a matter for local authorities, the Secretary of State

the Environment should try to ensure that the main weight of

ctions in expenditure fellon home improvement grants. The Cabinet's
sion had revealed a number of unsatisfactory features in

: ::
C%é;; £1,700 million in 1985-86, £1,500 million in 1986-87 and £1,400 million
C;€S§ in 1987-88. 1If these estimates should prove excessive, the Secretary

ptes housing policy, which should be reviewed. She would give
th o how this might best be arranged.

@?ﬂ inet -

1e greed that the housing programme should be reduced

to the extent and on the basis indicated by the

Prime Minister in her summing up.

25 Took Qégg)that the Prime Minister would

give thoug p—how a review of housing policy

might best b‘> ged.
THE CHANCELLOR OF THE EXC R said that it seemed unlikely 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 just reache e housing programme, could be
bridged. What was crucial t t confidence, however, was to

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

had been published in the White s\on the Government's Expenditure
Plans (Cmnd 9143) and the projectigfi’Tey 1987-88 in the 1984
Financial Statement and Budget Report hese were somewhat higher
than the figures that had been agreeq

uly. In his view, it would
be possible to keep expenditure plans @ them by assuming higher,
1

though still attainable, sales of asset§¢in 1986-87 and 1987-88. It
would be essential to take an exceedingly stringent attitude to all
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 u-af'1}ssib1e this
satisfactory outcome of the 1984 Public Expend&_. p-Survey.

THE PRIME MINISTER, summing up this part of the d
the Cabinet thanked the Lord President of the Councg
members of MISC 106 most warmly for their work. The
the recommendations in Annexes B-G of C(84) 32, and e 5
agreement on gas and electricity EFLs which had been repyﬂ'}
Lord President of the Council. The resulting figures fo‘<11% 86
would appear in the Chancellor of the Exchequer's Autumn Stafeent,
to be published on Monday 12 November; more detailed figured{f®x “shat
year and for 1986-87 and 1987-88 would appear in the 1985 Pub
u &1

ion, said that
# the other
’\it approved

Expenditure White Paper. Questions from the media about the o
of the Cabinet's discussion would be answered by saying that the <;§§>t

5
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had agreed public expenditure programmes for 1985-86, 1986-87 and

1987-88 and that the figures would be announced in the way that she

had just described. It 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
erriding need to contain public expenditure and uphold financial
cipline.

he Cabinet -
.~ Endorsed the Prime Minister's expression of

a to the Lord President of the Council and the
embers of MISC 106.

4, Approved the recommendations in Annexes B-G of
c(84) 32.

5. Endorseé~the agreement on the External Financing
Limits of (tfie Jritish Gas Corporation and the electricity

supply in r~England and Wales) reported by the
Lord Preside 4; the Council.

6. Agreed th esponse to questions from the
media, and the p resentation of the Cabinet's
decisions, should“be described by the Prime Minister

' %@
2
%

Cabinet Office

9 November 1984
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