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CONFIDENTIAL

APRaT L, The Cabinet were informed of the business to be taken in the House
‘ (%ffi) of Commons in the following week.
"0Rg

LGN
®rarRg THE FOREIGN AND COMMONWEALTH SECRETARY said that violence was
S\\ nuing in South Africa. The South African Government had extended
ounlAfr oa ers of the police to detain persons during the emergency and the

£ of the police against public proceedings. Restrictions had
SVioyg een osed on the activity of the media in the districts where the

o CeNCe, Stat ergency applied. The British Government had been pressed to
85) 30th ma:e r tations to South Africa about the restrictions on the
me ia

% L the Foreign and Commonwealth Office had issued a statement in
ute o 2 airly mM\\d terms. So far, only Mr Malcolm Fraser of Australia and

Lord Barber of the United Kingdom had been formally nominated to the

Commonwealth Eminent Persons Group, which had been established by the

COm@onwealth He of Government Meeting in October 1985. The
NOmination of If¢rd )Barber had been widely welcomed. India appeared

likely to nomin the former Foreign Minister, Mr Swaran Singh. It
appeared that Mr <i!?>:u of Canada might be reluctant to be nominated.

T

echn

lyen OL081ca]

ingperation Tl'_lE_FOREIGN AND COMMONWEA ECRETARY said that, accompanied by the

QUUrOpe tNister for Information logy (Mr Pattie) he had attended a
REKA) Meeting in Hanover on 5-6 r on technological co-operation in

E?”?Pe (the EUREKA initiativ he United Kingdom would be hosting a
Similar meeting in the first f 1986. He had been impressed by the
deve!OPment of the EUREKA init what had begun as a half-
°°ns%dered proposal by the Frenc nment had become a method of
Putting the spotlight on the nee re effective exploitation of
technology in Europe. The meeting ot been distracted by the
duestion of public funding, since i en made clear that EUREKA
Projects would be eligible under exist hemes. A good number of
Market-led co-operative projects betwe ropean companies had been
an“?Unced at Hanover: British companies re involved in some of these
proJt?cts, including those on micro-computérs and industrial lasers. The
Meeting of private financiers from the participating countries which the
Unlteé Kingdom had held earlier had contributed te keeping attention on
E:aCt1c31 projects of commercial application eu(':;s the need for the
K-moval of barriers to the exploitation of the \tegutts. The United
'Ngdom contribution to the work - in particular @. the Chief
Cientific Adviser (Sir Robin Nicholson) - had be&rHe)ti In
i;?c?ss%on the view was endorsed that the developmey]
o ElaFlve was going better than might heve been exp
Coi aS}S'was being put on market-led projects and.on e
i E:tltlYe?ess. It was also helpful that the United Kin
Brit'e dr1v1ng'seat over the fol%ow%ng S1X mothg. It s
gett?sh Compgnles, on which.the individual dec1319ns depe
althlng a fair share of projects., It was also pointed out
Ough the emphasis on private rather than public financin
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* THE SECRETARY OF STATE FOR TRADE AND INDUSTRY s

, RePresentative, Mr Yeutter, the particular importanc

CONFIDENTIAL

welcome, it was important that the companies concerned should not build
up hopes of extra tax reliefs which could not be provided.

The Cabinet -

3 ﬁZ/PgS§£abinet had a brief discussion on Northern Ireland Affairs

whic éﬁjﬁ%corded separately.

%
&

4. THE FOREIGN AND ALTH SECRETARY said that the
Intergovernmental Confe as going forward slowly. There would be a
further Ministerial meet1n§§£§>ll November. The French President,
Monsieur Mitterrand, and t ral German Chancellor, Herr Kohl, would
be discussing the issues at eeting during the present week. By
continuing to examine and ques he various proposals without

commitment on our part the Uni gdom had forced the French and
Germans to indicate the limits they could accept in the
for exa ould not accept the text which

Conference. The Germans,

the President of the Commission, Mo Delors, had now put forward on
mongtary co-operation. He would be di ssing the United Kingdom's
POSition in the Intergovernmental Con with his colleagues in the
Sub-Committee on European Questions of t fence and Oversea Policy
Committee shortly.

: at on his recent
Visit to Washington he had made very clear to the States

SeCretary of Commerce, Mr Baldrige, and the United

Kingdom of exports of semi-finished steel products and
Structural steel. The agreement, however, on restrain
€Xports of steel to the United States, which had now been ¢
ref?rendum between the United States and the Commission,
Satlsfactory, in particular because it did not provide suf
ass9r§nces on semi-finished steel products. The United Kingd
g031t10n was fully reserved. We had immediately brought press
€ar both on the Commission and on the United States to ensure
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company could provide the semi-finished slab steel which the British
Steel Corporation planned to export to its United States partner at

/:TUScaloosa. There were some signs that Mr Yeutter would be ready to

' @ necessary assurances were obtained, In the near future no United States

each an agreement which would largely protect the increasing UniFed
gdom exports to the Tuscaloosa plant. In discussion it was pointed
that the United States should not take for granted British support

O ade issues when difficulties of this kind arose.
%Cabinet -

%
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PEND 5. The Cabinet considered a memorandum by the Lord President of the
SURvEY Council (C(85) 26) about the 1985 Public Expenditure Survey.

"revious THE LORD PRESIDENT OF THE COUNCIL said that at their meeting on 1l July
therenCe_ he Cabinet had decided that the public expenditure planning totals
?(85) 28;h uld be £139.1 billion for 1986-87, £143.9 billion for 1987-88, and

0

£88.2 billion for 1988-89, and invited the Chief Secretary, Treasury to
flute 25 582 3 e bilateral discussions of expenditure programmes with the
Ministers responsible. On 3 October the Chief Secretary, Treasury
reported progress. The Prime Minister had invited him to be the
Chairman of the Ministerial Group on Public Expenditure (MISC 120) to
consider and make recommendations on those issues which had not been
resolved, e Group's recommendations were set out in C(85) 26, which
also ga f descriptions of the policy implications of the
agreemen hed bilaterally between the Chief Secretary, Treasury and
the spendi isters. He wished to express his thanks to the other
members of up and to the Chief Secretary, Treasury and spending
Ministers fo hard work and co-operation.

MISC 120 had rea reement with the spending Ministers about the
recommendations t

t to the Cabinet on all the outstanding
Programmes except

M. Following extensive discussion in the Group,
the Chief Secretary, ury and the Secretary of State for the

Environment had been #ble to reach agreement on the recommendations for
the housing programme; MISC 120 endorsed that agreement, which had been
reached too late to be incorporated in his memorandum. The
recommendations on housing provided for net additions to the total
Programme of £197 million, £177@million and £157 million respectively
for the three Survey years. cretary of State for the Environment
would be able to find room, wi hese net changes, for a substantial
lncrease in expenditure on reno of public sector housing; the
SeCretary of .State would make ev ort to ensure that the provision
made for renovation was actually s local authorities in the way
the Government intended. MISC 120 ised that the proposed
Settlements on the individual progra uld require the Ministers
concerned to take difficult political ns; this was particularly
the case with the programmes which were sponsibility of the
Secretary of State for Social Services. ing the difficult, but
Necessary, judgments about priorities, th been concerned that the
established arrangements for the apportionment of public provision to
the different parts of the United Kingdom represented a serious
constraint on their work; they therefore recommended that a new
assessment of need for such provision should be undectaken covering all
Parts of the country, to serve as a basis for decigd aking in future
Public expenditure rounds. :

o
[+

THE CHIEF SECRETARY, TREASURY said that thanks to the
Group it had been possible to present to the Cabinet a
successful outcome to the 1985 Public Expenditure Survey
recommendations for the individual programmes produced a
not far from the previously agreed public expenditure planni
and where increases above baseline were proposed - for examp
health, law and order, housing renovation, roads, science and

SECRET
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Programme - this reflected an appropriate assessment of social and
Political priorities. On the basis of the figures presented in
C(85) 26, together with the subsequently agreed proposals on the housing
Programme and the changes to the social security figures resulting from

e latest projections of the number of claimants and the take-up of

Wefits, there were gaps to be bridged of about £} billion, £3/4

ion, and £3/4 billion respectively for the three Survey years. It

s Yessential that there should be no change in the published public
expenditure planning totals; but the latest estimates suggested that
receipts from special sales of assets were likely to amount to some
£43/, billion in each of the three Survey years, and this would reduce
the gap to £1/4 billion in each of the first two years (and eliminate it

Complet the third year). The remaining gap could be covered by
ad jus tm the Reserve, which would then stand at £4% billion, £61/4
b}Hion a illion respectively for the three Survey years. Such
figures we er than had been shown in previous years, and it was

appropriate
Possible clai
fOreseen. For
additional local

ve a larger margin for the most distant years when
additional public expenditure could less clearly be
e, there were bound to be substantial claims for
ity current expenditure, where the figures shown
for the programme onstant in cash terms for the three years, while
the social securit e for 1988-89 was provisional pending the
Conclusions of the c¢ Review. For the current year, it appeared
that the Reserve of £5 billion would be fully spent, in substantial
Measure because of additional demands following the end of the miners'
Strike; it was very important that the planning total should not be
€xceeded, and every effort should be made to avoid further claims. For
the future years the provisio the Reserve was realistic rather than
generous, and there would rem onstant need for the tightest
control over claims on the Res

THE CHANCELLOR OF THE EXCHEQUER s
Expenditure Survey would be publis
12 November. This Statement would i
for 1986, of which he gave the Cabinet
however, include any figure for the "i fiscal adjustment" in his
1986 Spring Budget; the margins of error xample through the effect
°f exchange rate changes on oil revenues, uch that no meaningful
E}SUre could be produced. So far as public”expenditure was concerned,
figures for each programme would be given for each of the three Survey
years rather than, as hitherto, for the year immediately ahead only. It
Was important that departmental Ministers should be ready at the same

t the results of the 1985 Public
art of his Autumn Statement on
the latest economic forecast
ary account., It would not,

time to present the results of the Survey as they af ed their own
Programmes in a positive way;:and it would be up t rtments rather
than the Treasury to answer any detailed questions ny of the

Programmes,

In discussion the following main points were made - o

a. If the impact of asset sales and nationalised in

financing were excluded from the figures, the resulting
for 1979-80 was £2% billion below the planning total.
current year, the comparable aggregate would be £1.2 billi®n
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& the planning total, and by the end of the Survey period, it was
o projected to be £4 billion above the planning total. Although the
privatisation programme could be expected to continue at a high
level, for which the Government should take credit, receipts from
asset sales could not be maintained at present levels indefinitely,
with the implication that either programmes would eventually have
’ to be cut back or taxation levels increased.

b. Apart from the contribution privatisation made to the better
functioning of the market economy, it was reasonable for the
Government to realise some of its assets in order to create new
houses, hospitals, roads, etc. It was also reasonable for the
Government to take credit for the improvement achieved in

natg ised industries' finances. On the basis of the results of
Survey, the public expenditure planning total gross of

om asset sales would be broadly constant in real terms
to 1988-89, and steadily declining as a proportion of
estic Product,

THE PRIME MINIS

umming up the discussion, said that the Cabinet
thanked the Lord

ent of the Council and the other members of
MISQ 120 most war their work., It had been an outstanding
achievement that ev gramme had been settled without reference to
Fhe.Cabinet. The Cabg pproved all the recommendations for the
'ndividual programmes, both those agreed bilaterally with the Chief
Secretary, Treasury and those agreed in MISC 120, as set out in Annexes
B to L of C(85) 26; they also endorsed the agreement reached by the
Chl?f Secretary, Treasury with the Secretary of State for the
Environment on the housing pr e. The resulting figures for
1986-87, 1987-88 and 1988-89 ppear in the Chancellor of the
Exchequer's Autumn Statement, ublished on Tuesday 12 November;
More detailed figures for each p e in each year would appear in
the 1986 Public Expenditure White At the same time the Cabinet
confirmed the Government's adheren he agreed public expenditure
pla“ning totals of £139.1 billion fo 87 and £143.9 billion for
1?87‘88, and agreed that the total for 89 should be set at £148.7
b111ion, as noted in paragraph 4 of C( Care should be taken to
c°‘<_)rdinate the presentation of the Gove !s decisions in the most
POsitive way, taking credit for the additloaave baseline on the
Programmes to which the Government attached®the highest priority, but at
the same time emphasising that firm control of public expenditure had
€en maintained. Each Department should prepare a presentation of its
OWn programme consistently with this general approach. So far as the
Eufrent year was concerned, it was essential that the serve should not
€ Overspent; all Ministers should make every effor
:xp?nditure on their programmes, to ensure that this
chieved, The Cabinet were not ready to reach a deci
Proposal for a fresh assessment of the need for public
z;rt of the United Kingdom. Questions from the media ab
the Cabinet's discussion would be answered by saying th
wa§ concluded its annual review of public expenditure, the
1ch would be published in the Autumn Statement on 12 Novem

on in each
outcome
Cabinet
of
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confirmed that expenditure would be held to the previously published
totals for 1986-87 and 1987-88 and would be broadly the same in real
Q terms in 1988-89.

@ The Cabinet -
1.

Endorsed the Prime Minister's expression of thanks
to the Lord President of the Council and the other members
of MISC 120.

2's Approved the recommendations in Annexes B to L of
C(85) 26.

3. rsed the agreement on the housing programme
repo the Lord President of the Council.
4. Ag the response to questions from the media,

at
and the 1Y presentation of the Cabinet's decisions,
should be cribed by the Prime Minister in her
summing up. S

Cabinet Office

7} November 1985
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LIMITED CIRCULATION ANNEX
CcC(85) 3lst Conclusions, Minute 3

Thursday 7 November 1985 at 10.30 am

OMMONWEALTH SECRETARY said that he and the Secretary of
Ireland had on the previous day had a useful meeting
e Minister of the Irish Republic, Mr Dick Spring,
Minister, Mr Peter Barry. This meeting had gone
Governments were moving towards final decisions
on an Anglo-Irish ent, The Irish Government were expected to take
their decision on owing Tuesday, 12 November, During the
Meeting on the previ the Secretary of State for Northern Ireland
bad left the two Mini from the Irish Republic in no doubt of the
'Mportance attached by the British Government to improved co-operation
dgainst terrorism. The Secretary of State for Northern Ireland had
°bt§ined assurances that the Irish Government would take seriously their
Obligations in this regard under =iticle 9(a) of the draft Agreement and

With the Depu
and the Irish

had secured a strengthening of assage on this subject in the draft
Communiqué for an Anglo-Irish The Foreign and Commonwealth
i::reFGFy and the Secretary of S r Northern Ireland had pressed

¢ Ministers from the Irish Repu the question of early Irish
(Si]i-gn§ture of the European Conventio@he Suppression of Terrorism, as

Stinct from a mere announcement o iid intention to accede to the
Sg“Xention. The Ministers from the I ublic had said that theFe
sou d be constitutional difficulties fo in signing the Convention

Me time before their Government would position to ratify it,
Ut that they would consider the matter, ussion of the proposeed
Ntergovernmental Conference and its Secret there had been
;grEEment that these bodies would be located in Belfast or certainly in
t;:thern Ireland., But it had been possible to bring home more clearly

n ?efore to the Ministers from the Irish Republic that there were

Practical difficulties and important security difficulties and that it

m;ght not be right for the first meeting of the Inter nmental
eszfergnce to take place in Belfast or for the Secre to be
ablished there very soon after an Agreement entere force.

THE SECRETARY OF STATE FOR NORTHERN IRELAND said that, 1
Ree gr?Vious day, he had made clear to the Ministers from
AgS: lic that hg would.continue to press, gfter conclgsion
Sideement, for'19cre381ng coToperatlon against terrorism, Th.
\G Were sensitive to anything which seemed to suggest that i
Cross-border security required action only on their side, T
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difficulty could be circumvented by referring to the improvement of
Security co-operation. The security dangers in holding the first
meeting of the Intergovernmental Conference in Belfast or in the early
eSFablishment of the Secretariat there had been made very clear to the
Irish Ministers., The Irish side continued to try to enhance the status
the Secretariat. It was symptomatic that the London correspondent of
Irish Times, in an interview on the British Broadcasting
ration's Radio 4 that morning, had said that the new Ministerial
3 dy, ie the Intergovernmental Conference, and the Secretariat would
Oversee" Northern Ireland policy.

In discussion the following points were made -

re would be a difficult period with the media until the
was concluded. Once that had happened, the Government
to the terms of the Agreement in order to correct
misun ing and misrepresentation.

b. Mea Ministers would continue to make clear, in the face
srepresentation, that there would be no change
blity for decisions in Northern Ireland. The
ark, made recently in the United States, that
Ireland would be taken by the United Kingdom
and decisions in outh by the Republic could be repeated.

c. Total misrepresentation of the proposed Agreement, as in the
remark on radio by the London correspondent of the Irish Times
about the Intergovernmental Conference and the Secretariat
overseeing policy in Nor Ireland, was most unwelcome. It was
for consideration whethe e representations should be made to
the Irish Embassy.

The Cabinet - O

Confirmed its invitation to the Minister, the Foreign and
Commonwealth Secretary and the Se of State for Northern
Ireland to report to the Cabinet, b onclusion of the

he X

Agreement, on further changes in t secured in the final
Stage of negotiation with the Irish Go nt.

Cabinet 0ffice

7N | o
Ovember 1985 Q
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