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ARy R The Cabinet were informed of the business to be taken in the House
of Commons in the following week.

Ords ?RIME MINISTER said that Cabinet would wish to congratulate the Lord
B dent of the Council on the successful conclusion of the first two
hfﬂous f the Committee Stage of the Local Government Bill in the House of
chtence L The defeat of the new clauses which would have replaced the
C085)13th Gr rShondon Council and the Metropolitan County Councils with other
chhmion elec ies was a significant victory for the Government.
Ute g
THE Lo IDENT OF THE COUNCIL said that much had depended on good
Speeches

State’ De tment of the Environment, and on the great efforts made by

pﬁgfﬁé Chancellor of the Duchy of Lancaster and the Minister of
the Whips.

The Cabinet -

Took note. @@
GN
RALRg 0 A\

THE FOREIGN AND COMMONY

TH SECRETARY said that the situation in
Lebanon had become even mo

used. Confidence in the central

Sang Government was declining fu It had no authority over the warring
Pray: i?CtiQns. The Lebanese armed es had not intervened to stop the
R“elmm nghtlng. Christian refugees eported to have fled from the
3u8f9nce; blllages around Sidon, many of outh to the border area still held
%ci)lith iz Israel. The situation in Lebd s thus very unsatisfactory, and
Hmu “Sions, * Was unlikely to improve soon.
2 6559

Anglo (
Ry o Sov
natiOHSIEt THE FOREIGN AND COMMONWEALTH SECRETARY said that the Soviet authorities
Py - ad not expelled any more members of the British Fmhassy in Moscow,
hfei°“8 :ihef than the three already expelled. It was . goon Fo.conc%ude that
Cc(since; liiy would not do so. But, as time passed, this™ increasingly
%ncl L4ty A ely. The Soviet Union had cancelled or postpo gy 0T twO .
Hiy USiong hnglo‘SOVIGE contacts; in particular they had postpd 4 visit, which

VI ?d_been due to take place from 26 April to 3 May, b b6 Boviet

Minister of the Chemical Industry, Mr:Vladimir Listov. f(‘ts to be

g°Ped that this would be reinstated. The Foreign and Commd 1th
MeCretary said that he would be seeing the Soviet Foreign
¥ Andrei Gromyko, in Vienna on 15 May; this might help to

er,
Anglo-Soviet relations back towards normality.
{1 K7

CONFIDENTIAL |




CONFIDENTIAL

% The Cabinet -

Took note.

THE FOREIGN AND COMMONWEALTH SECRETARY said that during the Council

b yisters (Foreign Affairs) on 29 April the European Parliament had
tNance “#fkonsulted on the revised Own Resources Decision., The Chairman of
b th‘%il had maintained on all essential points the existing

Tevigyg Satis y text. The representatives of the European Parliament had
;fﬂYnce; not c¥n ed strongly the inclusion of the United Kingdom's 1984

C@®5) 14, 1,000

; ecu (about £580 million) abatement on the revenue side. A

H9w1u31ons minor ame of the text on a separate point was agreed, subject to a

Inyte TP German re @ It was expected that this reserve would be withdrawn
Shortly, Th» Community's draft 1985 budget would be before the European
Parliament the following week. It was possible that the European
Parliament might switch the 1,000 million ecu abatement to the
€xpenditure side e budget. He doubted, however, whether they would

be able to sustaiq thbi in the next round of discussions.

AgTICultu
r
@ THE MINISTER OF AGRICULT SHERIES AND FOOD said that the Council of
RQV‘OUS Ministers (Agriculture) wou meeting agaig that day in order Fo make
qx§rence; ; further attempt to agree 1985-86 agrxcu}tural suPp9rt prices.
Con S)lath he Fe§era1 Republic of Germ not changed its opposition to any
Mhiizsions’ feduction in cereal support pri > The Commission, however, appeared

3

to be holding more firmly to th proposals. Although no other
Member state supported the Unite m in arguing for a cut in cereal
Prices greater than that proposed By thWa\Commission, it was possible

but t

that =ight other member states, e Federal Republic of Germany,
Could agree on a cut of about 2 per ¢ 5 here might, therefore, be
another deadlock. In discussion it wa§:§§§2ed that, as the President of
th? Commission, Monsieur Delors, was him aking a strong line on
Prices and guarantee thresholds, there wa good chance of isolating
the Germans., 1If the Germans were to use th® language of the Luxembourg
Compromise in resisting a vote on cereal prices, this also would be to
the United Kingdom's advantage. It was also notegs~in relation to
udgetary discipline, that a revised package mig estimated to cost
fonsiderably more than the Commission's present [ s but not to
Teach the guideline. It had already been agreed t if this
Sltuation were to arise, there would need to be conswlfdyion between the
OTeign and Commonwealth Secretary, the Chancellor of ) fkchequer and
the Minister of Agriculture, Fisheries and Food.

The Cabinet = /@
Took note.
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APFAL 4. THE SECRETARY OF STATE FOR EMPLOYMENT said that the April

unemployment figures showed an increase of 5,000 in the headline total
aqd of 29,000 in the seasonally adjusted figure. This latter figure was
disappointing and puzzling. The increase in seasonally adjusted
employment over the three months February to April averaged 18,000 per
nth compared with 10,000 per month over the previous three months.

the six months to April the increase of 14,000 per month was at the
ate as over the previous six months to October 1984. 1In

ing on the figures he would say that, against the background of
uraging increase in new jobs and the report that week by the

ion of British Industry about the improvement in prospects for
particularly in manufacturing industry, the April rise in

Unempl appeared to be erratic and should not be seen as a change
30" the ing trend. He would also point out that the figures did
not refle

e measures announced in the Budget.
The Cabinet -

Took note.
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PRIvaT 5. The Cabinet considered a memorandum by the Secretary of State for
Energy on privatisation of the gas industry (c(85) 10).

dertaken intensive work on the possibility of privatising the British
Corporation (BGC), including a full review of the Corporation's
ities and assets, and a thorough study of regulatory arrangements
or the supply of gas elsewhere in the world. He had concluded that it
would be impossible to go ahead with so major a privatisation while the
coal strike continued to preoccupy his Department, but there was now an
opportunity, if action were taken very quickly, to complete the
Privatisagaon of BGC before the next General Election. Such a move
would r nt a significant contraction in the size of the public
Sector, rovide a substantial new opportunity for wider share
Ownership | ould for the first time give BGC's employees a real
Opportunit ticipate in the success of their business. It would
not be feasi introduce competition into the supply of gas to
domestic and 1 ial consumers, and the privatised company would be
required to com h existing obligations to supply customers even
where the costs so were particularly high. The accounting
adrrangements requil the operation of the necessary price
regulation would pr concealed cross-subsidisation of the sale and
Servicing of applianc®, Where there was already increasing private
sector competition with BGC. Moreover, the disciplines of the financial
markets would give the new company a strong inducement to make better
use of the assets represented by its high street sites. He had reviewed
the possibility of privatising B&C as a series of regional utilities
Tather than as a single compa ut this would have meant several years
delay while the necessary reg rganisations were built up, as well
as increases in prices in regio re gas distribution costs were
felatively higher. In order to e proposed privatisation
tlmetable, the necessary legislati 1d need to receive its Royal
Assent before the Summer Recess the ing year; two experienced
teams in his Department were ready € detailed work as soon as
Policy approval was given, and financi isers would need to be
recruited as soon as possible to help w preparatory work. His
Department would seek to draw to the maxl tent on the experience of
the Department of Trade and Industry in th€ppr atisation of British
Telecom. He would be putting detailed proposals on specific aspects of
the privatisation to the Ministerial Sub-Committee on Economic Affairs
(E(A)) as soon as possible; meanwhile he sought the Cabinet's
endorsement for his general approach, and for the enactment of the
Necessary legislation during the next Parliamentary, ion.

@E SECRETARY OF STATE FOR ENERGY said that his Department had

In discussion the following main points were made -

a. The timetable was extremely tight, and left n in ?or
overcoming unexpected difficulties. Moreover, the in the
financial markets as the next General Election approa ould not

be predicted with certainty, and it might not in the e
possible to go ahead with the flotation in the autumn o
envisaged by the Secretary of State for Energy. On the OWpE
the fact that the process of privatisation had begun, even e
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of the payments for the shares had not yet fallen due, could be

O: helpful to the Government in the course of the next General

Election campaign.

b, The financial markets should have no difficulty in absorbing
the privatisation of BGC, with the payments staged over a period of
several months. The Government had considerable flexibility about
the timing of the payments for this and other privatisations, and
demands on the gilt-edged market would be correspondingly less.
Moreover there were signs that financial institutions were
investing less of their funds abroad, and were keeping substantial
liquid assets against the probability of new privatisation issues.

c. ough there could not be competition in the supply of gas
to erality of domestic and industrial consumers, the

Gover should encourage other centres of initiative in the
produc d marketing of gas. The treatment of imports and

exports
a situatio
the supplier
enjoyed an u

would be particularly important in this context, 3
to be avoided in which either the new company or
as from the United Kingdom Contintental Shelf
ble degree of market power.

d, Particular &ion would need to be given to ensuring public
confidence in fuPure regulatory arrangements covering safety and

gas prices. Much of BGC's present responsibility for safety would
be transferred to the Health and Safetv Executive. No commitments

should be made about the form of price regulation, or the identity

of the regulator, until t arrangements had been worked out in
detail,

z:g PRIME MINISTER, summing up
o Orsed the objective of privatl
remescéle proposed by the Secretar
th°°8“l§ed that other substantial BI
toe legislative programme for the nex
2 méke way for the very substantial g
itgulfed, and would turn their attention
m'0n their agenda. The Secretary of S r Energy should make a
Eﬁellminary announcement of the Government intentions in the course of
the fOl'lowing week, and should thereafter bring detailed proposals on
ofe major aspects of gas industry privatisation, including the form
_Tegulation, the continuing obligations and responsibility of the
Privatised gas industry and the treatment of gas impors and exports,

cussion, said that the Cabinet

e gas industry within the

ats for Energy. They

uld need to be dropped from
i amentary Session, in order
stry Bill which would be

is problem as the next

efore E(A) before the Whitsun Recess.

The Cabinet - Q
1. Took note, with approval, of the Prime MinisteQ
Summing up of their discussion.

a preliminary statement of the Government's intentions

28 Invited the Secretary of State for Energy to make ‘Q
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during the following week, in consultation with the

o: Chancellor of the Exchequer, the Lord Privy Seal and

the Secretary of State for Trade and Industry.

8% Invited the Secretary of State for Energy to submit
a further paper to the Ministerial Sub-Committee on
Economic Affairs before the Whitsun Recess on the major
aspects of gas industry privatisation, including the form
of regulation, the continuing obligations and
responsibilities of the privatised gas industry and the
treatment of gas imports and exports.

$

6. The C considered a memorandum by the Lord President of the
Ouncil (c( about the consequences for the legislative programme
1985-86 of th@kin®lusion of a Bill to privatise the gas industry.
THE LORD PRESID HE COUNCIL said that it was most undesirable that
Changes should be o the agreed programme at such a late stage.
© do so imposed gr ains on Departments and Parliamentary Counsel.
Nonetheless, the Quee eeches and Future Legislation Committee (QL)

ad considered the implications for the legislative programme of the
Cabinet's deciding to include a gas Bill in the 1985-86 legislative
Programme. In view of the size and complexity of a gas Bill, they had
agr?Ed that they must recommend to Cabinet the deletion of two
Medium-sized Bills from the pro me to make way for it. This was made
Necessary by the size and dif of the existing programme and the
Cimetable requirements of the 1 itself, The fact that Royal
Assent was required for the gas efore the Summer Adjournment of
198?: coupled with increasing pre or the Summer Adjournment to
J€81n earlier, would make the handl the programme with the
'nclusion of the gas Bill particular icult., The decision of the
Sub‘COmmittee on Nationalised Industrie t the Nationalised
Industrieg Bill need not be proceeded w following Session had
proYided the first candidate. QL had, h eth found it very difficult
to identify a second candidate. The omiss »some short Bills would
Make no practical difference. Most other B®ls had a very strong claim
°0 grounds of preparedness or political significance. They were left
With a very few candidates which in their view it might be possible to
POStpone into the 1986-87 Session. They had concluded, with great
;egret’ that the Northern Ireland (Emergency Provisio Bi}l was the
t;e that would have to give way. He should also re abinet that

€re were three other Bills - on Housing, Dockyards regulation of
-USlnesses - on which final decisions had yet to be ta

out their
t:clUSion in the programme for 1985-86. QL were agreed Af any of

€Se Bills were to be included there would have to be eq

eletions and they would report further to Cabinet with pr
€W weeks' time.

THE SECRETARY OF STATE FOR NORTHERN IRELAND said that he was m
'Sappointed about QL's recommendation; the reopening of the agr€e

SECRET
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Prog?amme was most unsatisfactory. The Northern Ireland (Emergency
Provisions) Bill would implement most of the recommendations of the
Report by Sir George Baker on the operation of the Northern Ireland
(EmergEHCy Provisions) Act 1978. Many of the recommendations would
prove the civil rights of Northern Irish citizens and would complement
recommendations of the Jellicoe Report which had already been
> ed, Legislation on the Baker Report was widely expected in
ern Ireland although no firm commitments had been made on timing.
?he 1978 Act had to be renewed every six months and further delay in
lmplementing the Baker recommendations would therefore give at least two
more occasions for the Opposition to criticise the Government's handling
of the Baker Report. This would be significant because of the impact

Such crigi s would have in Northern Ireland, in the Republic of
Ire%and the United States of America. He therefore hoped that
Cabinet w able to find an alternative Bill for deletion from the
Programme,

umming up a brief discussion, said that there were
finding any suitable candidates for deletion from
a1e 0 programme at that stage. There seemed to be no
€rnative to the rn Ireland (Emergency Provisions) Bill and
gablnet was extreme r@teful to the Secretary of State for Northern
reland for agreeing t deletion in these circumstances. They also
agreed to the deletion fo the Nationalised Industries Bill from the
:rogramme. I1f, however, for any reason, another Bill was delayed and
ould not realistically go forward into the following Session's
E:Ogramme’ the Northern Ireland (Emergency Provisions) Bill should be
Stored, 1t should in any caniven a firm place in the 1986-87

THE PRIME MINXQ

8reat difficult
the following Ses

E;°gramme and the Secretary of for Northern Ireland could indicate
at legislation would be broug ard in this Parliament. QL

ih°?1d look further at the impli of restructuring the programme
tg tnclude Bills on Housing, Docky d Deregulation and report back
Cabinet by the end of May.
The Cabinet - 9
L. Agreed that a Bill, to enable t atisation of
the gas industry and for consequential®p ses, should be
added to the legislative programme for 5-86 and that the

Nationalised Industries and Northern Ireland (Emergency
Provisions) Bills should be deleted from the programme.

2: Agreed that the Northern Ireland (Emergency Provisions)
Bill should have a firm place in the 1986-87 legi ive
Programme. ' @

3. Took note that the Queen's Speeches and Futur gslation
Committee would consider the possibility of further cliAng@s

in the programme and would report back to Cabinet be f

end of May.
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REVIEH Social Services (C(85) 9) on the Review of Social Security. Their
discussion and the conclusions reached are recorded separately.

SECURI% 7.  The Cabinet considered a memorandum by the Secretary of State for

Cabinet Office

2 May 1985
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LIMITED CIRCULATION ANNEX

cc(85) 15th Conclusions, Minute 7

@ Thursday 2 May 1985 at 9.15 am

SEcy :
'RUHSITY ghe gab1n8t idered a memorandum by the Secretary of State for Social
W €rvices (C( about the review of social security.

THE SECRETARY

L, TE FOR SOCIAL SERVICES said that the reviews of
Provision for re

nt, supplementary benefit, housing benefit and
e initiated in November 1983 and the first half
. Some 20 public hearings had been held, over
evi;:sanisations had ; oral evidenqe and 4,500 pieces of written
o rnce had been. re?elved. ?he reviews h?d constltuteq the most
0Ve$ 2gen81ve examination of social security since the Beverlqge Report
s Years'befor?. The.case for reform of the social security system
o fWETWhelmlng; in particular present arrangements were exce531ve1y
str?klcated’ .falled to make best use qf' resources, and did not
TR 8 Ehg right balance bet e resp9n51b111t1es of Fhe State and
soci:FdIVIduél' He was there oposing a comprehensive re?oym of
S 1Securlty based on the ? illars" of the State providing a
workin evel 9f support w1th.1nd1v1 supplementing that }eve} through
helping’ saving and qccupatlon array Other key objectives were
Simpli%' thqse most in need, helpin le to help _themselvgs, and
Faa lcation, His most 1mportaqt als were in the §1e1d of
t erey support, supplementary benefit, benefit and pensions ?ut
Provis'were also proposals on many oth. agpects of sqc1al gecur1Fy
ion, He suggested that the Cabi e*uld consider his main

PToposals in turn.

Pamil
Suppc?
s ?;E tShECRETARY OF STATE FOR SOCIAL SERVICES said thwle the position
e elderly had improved considerably over th jous 20 years
amzi'had Peen no comparable improvement in the posi f low-income
prOPO;ES with children. Those out of work wou%d be
U8 éls.for supplementary benefit. For low income £
¢ dizlstlng Family Income Supplement (FIS) scheme was no
not provide adequate help for large families; it wa

the

pPart of ; ' ) : - een as
een o working income ?ecause it was no§ ?a1d élongSLde.wa t had
signifiPen to manipulation by those claiming 1t; and it c ted

cantly to the unemployment and poverty traps. He X re

SECRET
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grOPQSed to abolish FIS and to replace it with a new system of Family
reqlt for low-income working families. This would be the counterpart
°f lncome support for those out of work and would be structured on a
Similar basis, Most importantly it would be paid by employers through
€ wage packet with the effect that working families receiving the
dit would be able to keep more of their own money and have higher

home pay. It would substantially alleviate the poverty and
Sen oyment traps and tighter qualification rules would reduce the
forge for.abuse. He.also proposed to replace welfare foods (except for
withUIa Wl{k for children up to two years old) and free school meals
s additional cash payments to recipients of Family Credit. The
Diversal Child Benefit was extremely popular and must, in his view,

t

:°nt1an wever, the existence of an effective family support scheme
F°U¥d r he need for regular uprating. The additional cost of
am}ly Cr ikely to be £70-100 million per annum) could be found by
Imiting th uprating of Child Benefit to £7.00 per child per week.

I i : : : :
0 discussion lowing main points were made -
Re The pr
in dealing w
must be a poss

for Family Credit was far-sighted and ingenious
needs of low income families in work. There

that rates of take-up and, consequently, the
cost of the sche 1d be greater than anticipated. There might
also be great polfitical difficulty in resisting pressure to uprate
Child Benefit regularly thus jeopardising the source of offsetting
savings, On the other hand, the additional costs of Family Credit
would not be large in relation to total spending on Child Benefit,
and the concept of redisglhbuting the sum available for family
Support to give more &to the low-paid would be widely
understood,

ugh the wage packet would be a
uld also improve incentives to
iminating, the poverty and
ilies, Complete elimination

b: Payment of Family Cred
Significant advance. The sch
work by reducing, though n
unemployment traps for low inco
of the traps would be very expensi

C8 About 250,000 families would g A&verage of £4.40 a week
from the establishment of Family Credi®; and some 110,000 families
lose an average of £4.70 a week largely because the new scheme
would not be skewed towards small families as was the case with

FIS.  There would, however, be transitional protection to ensure
that no beneficiaries under the existing scheme suffered a cash

loss,
TH p :
E PRI%F MINISTER, summing up this part of the dis said that
. Cabinet agreed the proposals for Family Credi luding the

for 1its
acted by
of the
Child
amily

r;izovtinua“Ce of free school meals and welfare
5 Pients, as set out in C(85) 9. They were particular
propg:°P°Sal for payment Fhrough the wage packet, and the €
ehefiils on work 1ncept1ves. They also agrged that univ
Cred; should be retained and that the additional cost of
1t scheme should be met by limiting future Child Benefit upr?
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The Cabinet -

l.

Q

Supple Q
me
Benefi, s w

for S

Agreed the proposals on family support in C(85) 9.

ECRETARY OF STATE FOR SOCIAL SERVICES said that the present system
Pplementary benefit was too complex for claimants to understand and
lmpos:?Sf to administer. Even if he had wished to do so, it would be
radicai e to 1eaye the system uncﬁanged.' He therefore proposed a
Zaae reéstructuring with the followxng-maln features. There yould be
depen;c 1ncome support scheme under whlch the 1?v?1 of benele would
familie on marital status and age with additional provision for
P e ioners and the d1s§b1ed. There would no longer be extra
L ’1 example, for heathg related to detailed asgessment .of
mortga :a ) mstances and assistance yould not be available with
Theve %’ 1 payments .dur1ng the first six months on bgnef1§.
£y emeould . be a discretionary fall.ba§k scheme.of soc1§1 aid
legal erg?“CIG spec1§1 needs operated within cash limits, with no
capitalntltlemen etailed {ules. The levels of dlsregard f?r both
1 and earn? uld be increased to encourage the incentive for
help, Ther () be significant numbers of both gainers and

i edit, transitional provision would be made to

losers. As with Fam
nsu
re that no-one suffered a cash loss as a result of the changes.

In discussion the following main points were made -

a.  The proposal for i
which was greatly to b
controversy over the abo
what was spent on them wo
those in particularly cold
COSts would suffer as a cons
difficulties for the power supp
bills. On the other hand the
recent innovation, the rules fo
€asily be defended, their removal
and those still in real need would hdv

b,

support was a radical simplification
omed . There was certain to be much
of heating allowances. Even though
consolidated into the basic rates,
or with particularly high fuel

There would also be greater
ustries in dealing with unpaid
allowance was a relatively
ulating payments could not
be a great simplification,
ess to social aid.

The concept of a cash limited back up social aid scheme with
el 1?881 entitlement was a good one. In fact, however, it seemed
‘nevitable that guidance and case law would develop rapidly, and
ref9381 of aid might become difficult even in absence of legal
€ntitlement. There would also be criticism e cash-limit was
lu_lple.mented in such a way that claimants were i to be refused
ald in one area while funds were still availab another. The

3 A
e}eYant section of the Green Paper would meet such
Criticisms in advance.

n

oy The proposal not to help with mortgage int ayments

d?r}ng the first six months on benefit would be cri as a
: 1Sincentive to home ownership, and by the building s s on
| 3
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whom the burden would fall. However, building society policy was
generally to be as helpful as possible to the home-owner in these
Clrcumstances, those in long-term difficulty would receive

the risk in question.

assistance, and increasingly insurance could be taken out against

Ad- There must be doubts about the overall effect on public

EXPenditure when so many aspects of supplementary benefit were
eing changed at the same time. It was also uncomfortable that the
Proposed transitional protection for loses would depend on

continuing inflation for its success. Given the uncertainties it
?;ght be better to be less generous in some respects, for example
e

ital and earnings disregards. In fact, however, the
ties were not as great as had been suggested and the
n of the capital disregard, which would apply to housing

ell as supplementary benefit, would actually save money

Qaddition, many payments under the social aid scheme
c

rable,

mming up this part of the discussion, said that
roposals for reform of the supplementary benefit
9 including the proposal to discontinue extra
h as those for heating.

The Cabinet -

2. Agreed the proposals on supplementary benefit in C(85) 9.

3. _ Agreed to resume the cussion of the social security
FeView at their next meet

Cabinet 0ffice

3 May 1985
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