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Ci§;9§>CONCLUSIONS of a Meeting of the Cabinet

held at 10 Downing Street on
/ THURSDAY 18 APRIL 1985
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The Rt Hon John Wakeham MP
Parliamentary Secretary, Treasury

@
@@ SECRETARIAT
2

Sir Robert Armstrong
Mr D F Williamson (Items 2-4)
Mr B G Cartledge (Items 2-4)

C§§> Mr C J S Brearley (Item 1)
ﬁ Mr R Watson (Item 1)
<3§;> G ON T EN TS
Subject

P
ARLIAMENTARY AFFAIRS @
Mr Speaker

County Council Elect

House of Lords

: 20
OREIGN AFFATRS /:\

Iran/lraq

Arab/Israel Relations <3§§§b
Southern Africa @
Anglo-Soviet Relations Cﬁé:b

€Public, Czechoslovakia and Poland
Prime yj

e nister's Tour of South East and h Asia; and Visit to Saudi
Tabia 3-14 April

Or : 9 s X
8anisation for Economic Co-operation and Development

Co
MMUNITY AFFAIRS <szb

Agriculture

Terrorigy

2 7
ECONOMIC AFFAIRS . @

The Dollar '

T .
he Retail Price Index
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L, The Cabinet were informed of the business to be taken in the House
of Commons in the following week.

PRIME MINISTER said that the Speaker of the House of Commons had
taken ill with mumps. The Cabinet would wish to send a message of

X
C;fa Cabinet -

L. structed the Secretary of the Cabinet to convey
t Speaker their sympathy and their best wishes for
as

edy recovery.

FOR THE ENVIRONMENT said that local elections for

i?:hshire countidf wg 1d-take-p1ace on Tpursday 2.M§y. Colleagues would
= to have th ind in considering the timing of announcements

Ng the next fe beDs., He would circulate to colleagues copies of
Stidigzech he had ma( previous week on the local government finance

THE PRIME MINISTER said tha

tgrd President of the Council
rds debate on the Second Readi

abinet would wish to congratulate the
successful outcome of the House of
o¥\the Local Government Bill.

EHEtLORD PRESIDENT OF THE COUNCI id
s ththefe would be significant di :
WhiChe Blll.1n the House of Lords, in)j : .
elect.was likely to pe debated in Com ee just before the shire county
i lons., It remained possible that me amendments would be carried
8ainst the Government during the passage of the Bill through the House

of ? g
5 Lords which would have to be reversed in the House of Commons
ubsequent1y,

that nonetheless he envisaged
ies during the remaining stages
icular on a "Voice for London"

The Cabinet -

2, Took note.
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| FORg
AFF% 2. THE FOREIGN AND COMMONWEALTH SECRETARY said that the Secretary

h‘*- g?“?ral of the United Nations, Mr Perez de Cuellar, was continuing to be
an/Yrq <:> blllgent in promoting his plan to achieve a settlement of the conflict
etween Iran and Iraq. His prospects of success had not, however,

Pray; \ 2 } ; :
Reihous @groved and the most recent reaction from the Iranian regime to his
€re

CC(Bsfme: Posals had been very unforthcoming.
Il

C(.)nc].USionl; @

Mlnute 2 ’ 2:

At‘ab g

Rel /Israel

ationg THE FORMMGN AND COMMONWEALTH SECRETARY said that the United States

22?15t§nt Secretary of State, Ambassador Richard Murphy, was now

Kin Owing up, in a series of visi%s in the region, the initiqtives of

dirg Hussein ordan and President Mubarak qf Egypt which were

Isrected towat{s he_ 9pening of direct negotiations betweep JoFd§n,

amoael and the oafNnians. There appeared to be a general disposition

Ng the partied @u ved to move forward, although there could as yet

about the outcome. Israel's capacity to make a

the peace process was being seriously
ing situation in the Lebanon.

Seuth

ern s

Afry

Ticq gf_lE FOREIGN AND COMMONW
'Squieting background of

t . : :
tzz9shlps in South Africa, the
[ °%1ng definite steps along th

T
1ts announcement of an end t

> Do great opti
E9S}tfve contribut
minished by the de

SECRETARY said that, against the
ances and shootings in the African
African Government was nevertheless
to political change, for example,
ban on racially mixed marriages.

fzszémerican Secretary of Stat George Shultz, had publicly
urthlrmed, as the Western respon these deYelo?ments, tpe ?eed
with €r to encourage change without v e, to maintain economic links
1 South Africa and to pursue the itical dialogue with the South

Afi;CHU Government., This was clearlyVthe right app{oach: The $ogth
Unilcan Government had a}so announced, on 15 Apr%l, its .dec181on
inCrarerally to withdraw 1ts. troops from Angola; this was likely to
Situ:iée the pressure for a withdrawal of Cq roops as well, but the
S lon on the Angola/Namibia border was likely{to remain uneasy. The

resf imminently to the
in Namibia, which

p:gtz African Government was expected to eﬂi

enjg 3318 put .fqrward by the Multi-Party Conff~ 2 lam :
; eYe only minimal black support, for a transit ‘gj? administration to
over from the South African Administrator 9&&55:1' The South
LN

ti;;tg“ re§ponse was unlikely to be helpful and the Nsh Government,

e €r with the other Western Governments representikjﬁﬁ Fhe Contact

noth? w1th.the exception.of Fran?e, hgd urged the ﬁqu KBNicans tq do

Kot ng whlch. would be in conflict with the prov131on he United
Ons Security Council's Resolution No 435.
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THE FOREIGN AND COMMONWEALTH SECRETARY said that an announcement would
be made later that day of the expulsion from the United Kingdom of an
Assistant Military Attache in the Soviet Embassy and of a senior member
of the staff of the London office of the Soviet airline Aeroflot. They
Quld be required to leave the United Kingdom within seven days. A
ther three members of the Service Attache staff of the Soviet Embassy
€ being required to leave within four weeks, but these additional
ions would not be publicised unless the Soviet Government
ted against the British Embassy in Moscow. Finally, three Soviet
Attaches who had previously served at the Soviet Embassy in
are being forbidden to return, and the United Kingdom's North
Atla-ﬂ;7'reaty Organisation allies would be informed of their permanent
% The purpose of these measures was both to meet the serious
<§E;lhe Security Service over the increasingly aggressive conduct
s of agents of the Soviet military intelligence service (GRU)
e at the same time, to make it clear to the Soviet Government that
. current improvement in the climate of bilateral political relations
lmplied no we g in the United Kingdom's determination to safeguard
1ts security, T matter was being handled in a manner designed to

minimi . 3
Nimise its po impact.

THE FOREIGN AND COMMO
to 13 April, to the

and tact
and ,

SECRETARY said that during his visits, from
Pol n Democratig Bepublic, Czechoslovagia aqd
the?nd’ he had been str y the unanimity of all three regimes 1n

¥  support of the W Pact's current approach to East/West

;:;atlons and arms control. 11 three countries, his interlocutors
o ;Thoed the recent statem nd proposals, of the General Secretary
€ Communist Party of th t Union, Mr Mikhail Gorbachev; and
h
1 t

;}:se contact between his thre Governments during the course of
counttour had been reflegted progressive development. 9f the
o €r-arguments put to him when argued the W?stern.pos1t10n on,
i €xample, the strategic imbalancs urope. Degplte thlﬁ, the.style
eewhlch the East Europeans had congy their dialogue with him ﬁad
disn %e§s wooden than before apd ey ha§ dgmonstrated a genuine
Kinpgsltlon to recognise the part1cu%a contribution made by the Unltgd
C1e§ $m to the revival of a.widef §1alogue ?e?ween East and.West: this
1984r Y owed much to the Pr1mg M1n13tgr'§ V}Slt to Hungary in February
evid and tO.Mr.Gorbachev's visit to Br{taln P emper 19§4. TheFe was
threently a §1gnificant fund of goodw111 to United Kingdom 1in a%l
e T countries; in Czechoslovakia and Pola _theme that _their
esz €S and the British people had fought sidd de for the ideals
the ®ssed in the Helsinki Final Act had-made somZggpact. In each of
examcfuntrles, the aregs of'cpntact had been diff¥ In Poland, for
Perfg e, the Polish Prime Minister, General Jardzey

Octorily with questions of arms control, putting

on ost emphasis
: Poland's internal economic problems and evincing hi <:f:>me's desire
<i!!,

gngln international respectabiliGy. It had begn'clea \ th? talks,
naturer’ that the Polish leadership 1agkeq sufficient i 4<>\1nto the
SOlut? of their country's economic difficulties to de ﬁ;:

lons to them, The Foreign and Commonwealth Secretary qaj4
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had_emphasised the connection between Western perceptions of the Polish
Fegime's approach towards human rights issues and the prospects for
f0rmalising political and economic relations. He had made contact at
hlgh' level with the Catholic Church both in Czechoslovakia, with
a?d}nal Tomasek, and in Poland, with Cardinal Glemp: from both, his
ltiative had met with a very warm response, In Warsaw he had visited
grave of the late Father Popieluszko at the Church of St Stanislaw
taka; this had been an exceptionally moving occasion, attended by a

rowd of ordinary Poles, but not by Polish officials who, although
éﬁ;ﬁ%ped of his intentions, had demonstrated their disapproval of his

co Q;%f@ with representatives of opposition groups by boycotting a

;ec at the British Embassy. The Foreign and Commonwealth
SEre said that, in general, his three visits in Eastern Europe had
confir 1s view of the importance of seeking further to improve the

dialogu&petween East and West.

The Cabinet -

1 Took@@

¥g§ PRlﬁE MINISTER, account of her visits to Malaysia, Singapore,
Onesia, Sri Lanka, and Saudi Arabia, said that in Malaysia the
EZYS}C§1 elegance and matef2al well-being of the capital, Kuala Lumpur,
deitlfléd to Malaysia's s as a newly industrialised rather than
o eloplng.qountry. Her ipal host, the Malaysian Prime Minister,
; Mahathir, had proved, ~3s pected, a difficult interlocutor: his
a$EQCh at the banquet in \K yonour on 5 April had inc}u?ed what
Com:?teq to a diatribe agalvs e Commonwealth. The British High
1Ss1ion however, that had representatives
£§§§ynity been present, they too would

Of other members of the Europea
€§;g>disc0urtesy. The Prime Minister

2:?: come in for their fair sha
SR thﬁt her visit had never?hele ved tP remove the main bones of
offeent1on between the British éﬁ%g?ﬁ: aysian Governments: she had
Malareq to extend, for 1986—?7, thé cial fee support scheme er
SerVYSIan students in the United Ki om, and the dispute over air
1Ces had been resolved by granting additional flight to London by
w?t328130 Airline System (MAS) in return for the Malaysian Government's
N rayay of a discriminatory tax deantag? MAS.passengers. The
UnitZdMlplster said that Dr Mahathir's equ attitude towards the
Miny Kingdom and the Commonwealth was evid
e€rs, by whom, as by the Malaysian people

whole, she had been

mo AR : 2

elit' Warmly welcomed. The British contrik to the wvirtual
- Mination of Communist influence from Malaysia wgs garly recognised,
sh Was the British contribution to such projects as Kedah Dam, which

1ts" toll of
bilateral
les to the

th: 2rd Vi§ited. Excessivg capital.expgndigufe had
trade.alayslan economy, which had implications f?r
SatisE but the visit had served to remove outstgndlng

actory development of United Kingdom/Malaysian relak
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she had been impressed by the bold scale of the public works programme
over which Prime Minister Lee Kuan Yew's Government had presided.

Lessons applicable to the United Kingdom could perhaps be drawn from
hese efforts,

ciégj) THE PRIME MINISTER said that, during her short visit to Singapore,
PRIME MINISTER said that the main conclusion which she had drawn

her entire Asian tour was that Britain should devote much more
ion to Indonesia, and particularly to the development of United

ndonesian trade. There was great goodwill towards the United
ogéiy
t

this vast country of 160 million people and no post-colonial
complicate relations. The Prime Minister said that she had
bee? i ed by the achievement of President Soeharto in giving
fationa ty to a conglomeration of many islands and by his regime's
Success i veloping the economy, in which agricultural production had
b?en nearI\\ trebled and self-sufficiency in rice achieved. Under the
direction o the Minister for Research and Technology, Dr Habibie,
?ndonesia had also made progress in advanced industrial technology,
19¢%uding the pro ion of helicopters and light aircraft. The Prime
Minister said théEfi}espite Indonesia's evident interest in developing
trade with the UMNDeS

Rapier ground-to-ai @
Present amounted to e
Given that the Gov
PrOf%table business w
Consideration should be
ald policy to countries six
of less economically health

ingdom and desire to purchase, for example, the
ile defence system, British aid to Indonesia at
€30 million and no soft loans were available.
s first priority must be to generate
Qould create jobs in the United Kingdom,
to placing a greater emphasis in British
Indonesia at the expense, if necessary,
ecipients,

st PRIME MINISTER said that noted from her visit to Sri Lanka
at the United Kingdom appe o have reaped few political or
commercial dividends from its erable aid effort there. In

Particu¥ar, the grant of £113 millj
am, which she had commissioned durin

d¥ a8 request for further aid for ro-electro project and by a
1Sappointing response to representati

L g s ®»oncerning the 10 per cent
5 Wit imposed by the Sri Lankan Gover nt on the share for British
?r?hant ships of westward bound cargoew out of Colombo. The Prime
nglste{ said that President Jayewardene, although well disposed and a
Tam'Of independent judgment, was burdened bx the intfactable problem of
2 11 separatism and terrorist activity xhich the elected
€Presentatives of the Tamil community refused to condemn. The
EGOple _Of Sri Lanka were notably pro-British? the country was
‘ Mpoverished and the Tamil problem overshadowed al

f British aid for the Victoria
r visit, had been followed only

THE PRIME MINISTER, in an account of her short visit
iaF it had become clear from her discussion with ¢
Dlster, Mr Rajiv Gandhi, that he had virtually decided

Dehli, said
dian Prime
o proceed

wi :

;Fh th? Indian Government's purchase of Westland W-30 he The

thlme Minister had told him that, since the contract had eed on
€ basis of comprehensive evaluation tests, it would be e 1 for

t : 5 7
wh? Indian Government to state clearly, in writing, the r
1ch the Westland design had failed to meet the Indian specif) n.
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raised; these were new to them. She had therefore handed over to

Mr Gandhi, before her departure, a letter reaffirming her request for a
C;;> Ull writtem statement setting out the Indian allegations of
ortcomings in the Westland design; and the Indians had been promised a
operational demonstration of the Westland W-30 helicopter on the
for which it had been designed. The prospects for the successful
sion of the contract nevertheless remained uncertain.

The Prime Minister said that she had discussed with representatives of
§ Westland's, in New Dehli, the complaints which the Indian side had

THE £§é§§>MINISTER said that, during her short visit to Saudi Arabia on
her t journey to the United Kingdom, she had been received with
great lity and, despite the brevity of her stay, elaborate
Céremon1g ing Fahd, in a lengthy exposition on the situation in the
Middle Ea ad shown that he appreciated the objectives of Ambassador
Murphy's d¥nlomatic activity and that he was also aware of the United

Kingdom's ability to exert a helpful influence on United States policy.

The Cabinet

-
%

Conopj THE CHIEF SECRETARY, TREAS ported that at the Ministerial meeting

e
ngmratiOn of the Organisation for E <§E> Co-operation and Development in Paris
D the United States had stres ir anxiety on protectionist pressures

evelopment and  the importance of a ne d of trade negotiations under the
General Agreement on Tariffs a e. On the trade round the European
Communjty s response had not constructive as we might have
Wished, oOn mixed credits there n some progress towards greater
tranSParenCy. In the general ec discussion there had been a
Strong emphasis on counter-inflatio and on more efficient labour

Markets, The United States had offeref<i¥ act as host for a conference
°0 monetary issues but it was not clea'<§?ﬁther anything would come of
The Cabinet -

thig,
3. Took note. @

COMy

APppqo LY
Ff“‘s 3. THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD{SfAA\that it was
gri\\ POssible that a Presidency compromise on agricultural®“p idas would 'be
Cultyye PUt forward in the Council of Ministers (Agriculture) oy 3 April,
ut.it was unlikely that decisions would be reached. e German
POSition remained crucial, it could well be that no decisde 1d be
i;kan until after the 1local election in North Rhine-We&g on

ay,
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Monsieur Nallet as the French Minister of Agriculture was also a factor.

C’jp The first indication of Monsieur Nallet's own attitude seemed to be
@ helpful,

X Minister of the Interior on further co-operation against

TerrOriSm g
OME SECRETARY reported that he had reached agreement with the
a
or

A
”“IRS 4. THE SECRK{ARY/OF STATE FOR EMPLOYMENT said that figures on earnings
22d on employm been published the previous day. The annual rate
growth in ear as down from 7.5 per cent to 7.25 per cent. This
Was Probably the 3
least partly be expTg
end of the miners'
Created during 1984 was
tbough many of the ne
Kingdom was one of the
4t work at ‘the end of t

by reductions in police overtime following the
On employment the figure for new jobs
000. This was an encouraging figure even
were part-time or for women; the United
ntries in Western Europe with more people
Conos thaq at the beginning. He was still
S rned about the extent aud in the unemployment beneflt'system
Was proposing to moun jor investigation, probably in the

Read i ; ;
ading and Slough area. Jf& mas some evidence that, despite an
ééégaf, vacancies there could not be
a

22TTP1°Yment level of 8-10 pe

uneme?. He had also' institut cﬁj;};ystem of twinning towns in low

Vacag 9ymeqt areas with those h unemployment areas where?y

twinnsles in the fgrmer were advert in the latter. At pFesent, this

s g Slng was restricted to Aylesbury ewcastle and to Milton Keynes
outh Shields.

In qj . . ;
discussion the following points were made -

a, The increase in new jobs was even ncouraging when viewed
over a longer period. There had been ar\(indtease of 613,000 in the
Period since March 1983. It was unfor that the impact of
Such news was lost in the unemployment fil A every opportunity
should be taken to increase the emphasis on oyment rather than
unemployment and on the positive steps that w ing taken, many
of which were spelt out in the,White Papers hed since the

Budget, <§;§>

b. There was an increasing amount of evidenc
towards employment at the lower end of the income ra
a8 a result of increasing familiarity with the b
Claimants were now more sophisticated in operating th

t. attitudes
changed
system.
tem and
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@ in securing the maximum benefit from it, and there was anecdotal
/O evidence that benefit income was often topped up by income earned
O in  the

"black economy". There were some 1.3 million long-term

unemployed, many of whom could only expect to secure low-paid work.
@ As their benefit income might approach 90-95 per cent of their

possible earnings, there was little incentive for them to look for
Ci§2;>work, even in those areas where it was readily available. It was
erhaps significant that half a million of the long-term unemployed
re in London and the South East. Experience in the United States
ofaAmerica had shown that changes in the form of benefit after a
X period of time often had considerable impact on individuals'
Uﬁions about employment. There might be some argument for
1 cing such an approach into the British system, or even going
fukkfier to provide opportunities for manual employment for those
Yho ould otherwise remain unemployable. Extra staff might also be
J?Stified to police the benefit system. But such measures were
likely to prove much more acceptable against a background of
falling u yment,
c. Whils

panyed attitudes to receipt of benefit and to low-paid
employment ‘*!9 probably a nationwide phenomenon, it had to be

recognised thu bgional differences in unemployment rates had a
©
£

significant efY Jobs which would attract no applicants in the
South East, egample, were the subject of considerable
Competition in Mé ide or the North East. Any measures to
lncrease the attrac f low-paid employment must take account of
this factor,

d. One of the reason egional variations in employment might
be the increased centrabj ion of investment decision making in
London and the South E& But this had been going on for
many years and Governmen <£?§§§ies could and should play only
a8 limited role in encouragi iayestment in particular locations.
The same concentration in tgﬁagy th could be observed in the
location of Government Depart { for example, the Ministry of
Defence had a very large prepo ce of establishments in the

SQUth as compared with the Nor The Government could have a
direct impact by taking firm but di¥ficult decisions in this area.

3SEE§FIME MINI§TER, summing up the discugsion said that }t would'be
Hadl s for-ylnlsters to have a further disc 49“;n on the issues which
€eén raised, in particular the extent t:o the operation of the

g oyment, For this,

E:iilt system acted as a disincentive to sed @ \ . '
of t;:: }nformatlon would be needed about the s . A .and glstrl?utlon
Taran income of the unemployed as compared wilp eir likely income
as tyi 1n employment. New proposals to help regioy balapces3 such
: nning, should also be explored,further., 1In yantime 1t was

im : .

Oszrta“t to put over the wide range of relevant which the

Whitrnment was taking and which had been set out in equence of
€ Papers on employment and other issues published s e Budget.

11 y :
S f°rthcom1ng launch of an all-party group on employment provide

urt RER ;
thi h?r opportunities to explain how the Government was al
18 issue,
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The Cabinet -

<g§:b 1. Took note, with approval, of the Prime Minister's

@ summing up of the discussion.
2. Invited the Secretary of State for Education

and Science, in consultation with the Secretary of
ate for Employment, to discuss with the Chairman of
Social and Economic Research Council what
ther work might be done to improve information

GV:’.S area.
3

. nvited the Secretary of State for Employment,
in nsultation with the Secretary of State for
Social Services and the Minister without Portfolio,
to prepare material for further discussion, including

relevant i mation on levels of benefit and their
relationshfip earnings at different levels and in

different f the country.

The Dollg
= THE CHIEF SECRETARY, RY reported that the dollar had recently
Strengthened slightly a sterling and other currencies, perhaps in
anticipation of a figu ther better than had at one time been
€Xpected for the growth i ican Gross Domestic Product in the first
quarter of 1985, Sterlin fallen that morning to $1.26 but had
Strengthened in relation to uropean currencies,
Retaj C
Trice Indlx THE SECRETARY OF STATE FOR EMPLOYM d that it was expected that the
March figure for the Retail Price (RPI) to be published the
following day, would show a rise in index, as a result of a number
of Eactors, incuding rises in the\)prices of petrol, fruit and

Yegetables, and clothing and footwear. A rise in the RPI by the middle
of the year had of course been predicted in the Chancellor of the
Exchequer's. Budget Speech, and that month's should be seen and
Presented in that context. It was too early((to Yredict the timing and

C:ancellor of the Exchequer: much would de on the timing of
Changes jp mortgage interest rates. : @

The Cabinet -
Took note,

Cabinet 0ffjce

%
w >
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