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Y : ; 7 :
AFFAIRS<;;;§ L. The Cabinet were informed of the business to be taken in the House

<:::> of Commons in the following week.

Challe;'lges §
Lo the RIME MINISTER said that the Government's power to implement policy

9°Vernm8nt S under existing legislation was being increasingly challenged in

In the Courtsg . r'ts and it seemed that more and more cases were being lost. It
Wa¥ nogflclear whether these defeats arose from failure properly to

d draft legislation, or whether they reflected changes in

s which could not have been foreseen when legislation was

»Ced: perhaps there was some truth in both propositions. One

1 ficant factor was the changed relationship between central and

nz;zi government on which new ?xamples were arising all the time. A

o StrtOf Welsh local author1t1e§ had, for exa@ple, take? the Secretary

SEVeri g for Tr:-~tort to court 1in respect of.lncregses in tolls of t?e

R ridge. ".a rther example.wgs the ac§1on be}ng'taken by certain

tish authoXNLi¥s to prevent siting of Trident missiles at the

in Scotland. Legislation was drafted on a basis

d be expected to behave reasonably, at any rate

ies were concerned; but local authorities could

o\ the agents or partners in good faith of

necessary to examine new legislation very

that those affect

8o far as local autﬁ(

N0 longer be counted
central government.

The Cabinet -

1% Took note. é@

T : A
HE HOME SECRETARY said that there WSEEE;%reas1ng pressure on Members of

g::vlous gszlza:§nt from thoge who opposed the opening provisions of the
Cc(ggence; erg i 111, though it was clear that thR§e opponents of the Bill who
Concl) 35th Hets s °°k1?g for compromise were far fron agreed on what it should be.

USlons’ i 8 téklng steps to brief colleagues on the arguments which might be
Nute Sed against the Government's opponents,

gg§e§§IME MINISTER, summing up a ?rieg discuss
S g?nt should tage the offensive in SupporF
Ky 111, It was important that any compromis

emploggested in thg House of Lords should not move
in pazmint Pr?tectlon for young People. The Wages Bi
Chrs allel with the Shops Bill in the House of Commo
Stmas Adjournment and it was important to keep the

e t sues quite
Parate. The Home Office had provided her with an exc <giﬁgﬁraft

that the
proposals in the
aion which might
he area of

uld be running

1 ;
M?tFEr on the Bill and this text could usefully be made &
lnisterg,
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Inter$g d THE LQRD PRIVY SEAL said that recent events in the House of Commons in
the yge r?latfon to the Johnson Matthey Bankers and the Channel Fixed Link had
Privileg <::) highlighted the difficulties involved in the declaration of Members'

lnterests and in Parliamentary privilege. The conventions relating to

he declaration of interest in relation to a matter being discussed by

: e_HOUSe were no longer as clear as they had been and recent events had
lcated that neither Members nor the Speaker could be relied upon to
te them, as before. There was to be a debate on the Report from
ect Committee on Members' Interests on Tuesday 17 December, but
consideration might be required after this before any action was
PXO d.  The issue was being used by elements of the Opposition in an
discredit Conservative Members, including members of the
GOYern ngj) This issue paralleled the exploitation of Parliamentary

t

0 make allegations about members of the Government in
Corne 0 certain financial scandals and so t9 insinuaFe t@at t@e
Gl 2§1ve Party were ready to protect those 1nv01ved.1n f1nanc1§1
thep ctice or fraud.- Lt Yould be necessary to undo this harm d9r1ng

Progress oééznﬁkFlnanc1al Services Bill and other debates which
t

relation

w°“1? take pla following year on the banking and financial
Seérvices secto

:: dlscgssion, it(:;;;ﬁointed out that there was grave difficulty in
Sponding to alleg@7pm® that the Government was protecting the
Perpetrators of fraud Whe

Tl fraud investigations took so long. At
oy 8 1n part1cu1ar,"§r >, seemed to be extraordinary problems in
Securing sufficient evide

invests f;ﬁ o prosecute those who had already be?n
bei 1gated.by Lloyc}s t ‘@ es. It was not clear whether the time

u lg Faken in S?Ch inves Ngd¥ions resulted from lack of adequately
qualified staff in the Frau and the Department of the Director of

P:bélc.Prosecutions, or whethAr“¥f)was due to the inherent difficulty of
5 Oducing sufficiently firm e to convince a jury. Lord Roskill's
€POrt on the procedures to be

dealing with fraud cases in the

c . ;

F?:rts'was expected to be publish re the Second Reading of the
ancial Services Bill, but it was known what its recommendations

would be,

T " : i; § .
aES iRIMB MINISTER, summing up the dis ion, said that it was
Olutely essential that those investipdting complex frauds should have

32£§;C;:2t resources to undertake their 1investigtions swiftly. She
Ciogte the éttorney_Gengral Fo report on the resources of.the.new
Parliameo:eCUtIO? §erv1ce in thlg Fespect. As thg exp101taF10n of
the mot'n ary privilege by Opposition Members :r11ame9t to 1m?ugn
F s i;ves of members of the Goyernment, the ‘?;vlay in the first
S the hands of t_:he Speaker., Every effort @ be t:kaen to
ek schc any suggestions that the Government wexeZprQtecting those who
pected of fraud; or impropriety.
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The Cabinet -

€<:::> 2. Took note, with approval of the Prime Minister's

Summing up of their discussion.

further steps should be taken to ensure that complex
grauds were effectively and quickly investigated and

:g@ihii Invited the Attorney General to consider what

osecuted,

FORE Gy 3 g;

AFFAIRS THE NISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE
== (BARONESDOYOUNG) said that the United States Secretary of State,
Visit¢ to Mr.George Shultz, had held meetings in London on 10 December with the
t°?d0n of §r1m? Minister and the Foreign and Commonwealth Secretary. With the
Niteq States Oreign and Comp alth Secretary, Mr Shultz had unexpectedly raised

:ecretary of tge question <><E;: United States budgetary deficit. He had said that
e ¢ Gramm-Rudmah—yMerdment to the Debt Ceiling Bill was likely to be

Passed in the Uni4

automaticity with Yeg4

could affect the de

ates Senate. It would introduce a degree of
to reductions in the budget, which in time

THE PR%ME MINISTER sai¥
EEE.Unlted States StrategfeMfence Initiative (SDI) and related ;
leaéects. The_e next Summi @ ing between the United States ar}d Soviet
Staters was %1ke1y.to takeNilgef\in June or July 1986. The United
Cont:§bAdT1n13tratl9n appear€d\yOhope for the same k}nd of intellectual
S 1bution to their policy Ry from the United Kingdom as the

: er bgd made through the Ca d four points at an earlier stage
N the discussion of the SDI.

ut_that the Gramm-Rudman
ited States Senate on the
re on the United States

;;e:dShort digcussion, it was pointe
Previment’ Wh}ch had been.passed in
Admin?ui évening, was designed to put e Ur :
ba sucs ration to curb the budgetary de it. In this it was likely to
AUtOmaE?SSfUI. .The amendment was therefdye a welcome development.

1C cuts in the budget were foreseen only as a last resort.

ey Zealang @

et f:ZiZ{leTER OF STATE, FOREIGN AND COMMONWEALTH O said that the
eEEr°US Visitsaglon tab%ed by the New Zealand Government ecember about
CC(Bsgnce: Within .y'warshl?s of other countries to New Zealan ot compatible
onit 8th Ao rrlFlsh policy for visits by Royal Navy ships. efore did
i USlong Com Provide a basis for resuming such visits. The For
te 9 ae monwealth Secretary had discussed the matter with the d States
SQEEZEarY of State on 10 December. Neither ha§ bee? optrt that
It hada§t°ry amendments to the N?w Zealand legislation cou ecured.
shouls been agreed that the public comments of the two Gover
€ as few and as unprovocative as possible. The Unite es

3 2
2
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was'concerned that other countries might emulate the New Zealand
65;9 éeglslatiQ“, and in particular that pressures in this direction might
(::> uild UP 1n Australia. The United States Administration had warned
haF, 1f adverse legislation was enacted in New Zealand, they would
Y1ew their obligations to that country under the ANZUS Treaty, though

might well leave the the ANZUS Treaty intact, as an inducement to
eﬁland to return to more acceptable policies. The next step for
K ted Kingdom would be to agree with the United States about the
a
toval

in the New Zealand legislation which would be necessary in order
the two countries to resume naval visits to New Zealand.

zz;s he New Zealand legislation was not the only problem. Before
&l l visits to New Zealand, the United States would want an
zﬁzegd amme of suc? v%sits which inc!uded all classes of vessels;
resolsw aland was unwilling to accept visits by cruisers, .Fa11ure to
interee the matter could haYe 1mp11cat1on§ for Western security
Sts, as well as for bilateral relations with New Zealand.

In a short dis
MI‘ David Lange’
V1isits by means of

n, it was noted that the New Zealand Prime Minister,
axed deliberately to have closed the door on naval
proposed legislation. British naval ships could
ile such legislation was in force. The only

co ) 5 :
urse seemed to be 4% t until there was another New Zealand

Government which might

COMMONWEALTH OFFICE said that the

i::;ogeek had bgen somewhat i N in South Africa than the preceding
o(g : i i4 The Eminent Persons G of the Commonwealth would meet fr9m
C 5) 35th S December. The Governme & in close touch with the British
°Nclugiong .1O€Tr, Lord Barber. There had bfe rying indications that France
> Might be considering some eye-catcln ve in the direction of
Supportin

ahoie & g ma?datory sancti9ns aga%n.
Mini rench intentions during a visi
Vis;:;:rPOE-State’ Foreign and Commonwe :
Governme :r1s 2 %0 to fQI}ow this up. The Fr?nch
o integd had said that they had taken.n dec1s%ons and that th?y did
certain Af =9, push for new moves regarding sanctions at the Summit of
Ibeacaned rican countries and France, which was shqrtly to take place.
one ot P$§s%b1e, however, Fhat pbe.FFen?h Govz 3-?t would see
before t:hPo 1tical adv§ntage in an 1n%t1at1ve cb

e French Parliamentary élections in Mar¢

h Africa. She had inquired
is on 4 December. The
Office (Mr Rifkind) had
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THE @INISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE said that the
F07918n and Commonwealth Secretary had held thorough talks with the
Prime Minister, Senor Felipe Gonzalez, and the Foreign Minister,
enor Fernandez Ordonez, of Spain in Madrid on 5 and 6 December. The
lks had been dominated, as expected, by the question of Gibraltar.
'SPanish Ministers had adopted a hard-hitting approach in private but
X public line had been reasonably restrained. Senor Gonzalez had
ted to argue that the British commitment to respect the views of
altarians was a ploy which was likely to cause prolonged delay
ae;ggnestion of the sovereignty of Gibraltar. He had said that, if

;e% between the United Kingdom and Spain were to prosper, the
nltegdom must agree a framework in which a solution on this matter

Could ha ght within three years.

In a shor discussion, it was noted that the Foreign and Commonwealth
Secretary had given a firm reaction to the unjustified suggestion of a
::: ffamework for coqsidering the soveFeignty of GibFalta?. §pain would
UnitWISh-to put isk her valuable bilateral relationship with the

; ?d Kingdom (dsp ially since the interests of the two countries
Within the Euro munity would often coincide.

The Cabinet -

i %/@

?}E MINISTER OF STATE, FOREI
1ghting continued in Uganda,
Widespread killing in Kampala

:é the British Army remained ava
€Te were a peace settlement. TheBrish Military Advisory and

i;alni“g Team (BMATT) stationed at Ji644 in Uganda, which now consisted
only seven people, was avoiding a d of involvement in the
troubles there,

COMMONWEALTH OFFICE said that

ugh reports in the British press of
ggerated, Major General Pollard
in Nairobi to offer advice if

E?e Prime Minister, summing up a brief ;ggfission, said that the safety
th the Stgff of the British High Commission in Kampala and of BMATT, and
€ question of any withdrawal of personnel, should remain under

continuous review, Z@
The Cabinet - @
2.  Invited the Secretary of State for Defen

and.the Minister of State, Foreign and Commonwé
Office (Baronmess Young) to be guided by the Prim ter's

summing up, /
L)
2
?
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TH@ SECRETARY OF STATE FOR DEFENCE said that he had signed with the
United States Defense Secretary, Mr Caspar Weinberger, on 6 December the
Proposed Memorandum of Understanding about the arrangements for British
aFt?CiPation in research under the United States Strategic Defence
tiative (SDI). This was
ntially an enabling document, providing major opportunities for the
t’d Kingdom. An SDI Participation Office would now be established in
istry of Defence; officials for the Department of Trade and
§;;§>and the Department of Education and Science would be among its

@l inet -

3is ook note.

3. THE SECRETAﬂ\-" TATE FOR NORTHERN IRELAND said that the first

meeting of the An:€éii ish Intergovernmental Conference, established
under the Anglo-I W Apreement of 15 November 1985, had taken place on

the previous day on 3ﬂ§rs ormont estate in Belfast. It was important
that the meeting had & eld in Belfast, since this emphasised the
determination of the rnments to proceed with the implementation
of the Agreement, Unionis

pmonstrations at Stormont and outside the

Lo some unpleasant scenes.
Perhaps 40 or 50 extreme oppoRERAy of the Agreement had attempted to
assault the police outside tR& B tariat building. A march of some
4,000 workers from Short Brothﬁ,§7’i-ited and Harland and Wolff Limited
had taken place in the middle o e y but it had not lasted long
because the management of the two Eiég3>had insisted that workers should
return to work after their lunch b$€ak The meeting of the
Inter8overnmental Conference had takéﬁjj) e in a good atmosphere.

There had been progress on the major ct of enhanced cross-border
cO-Operation in the field of security. Chief Constable of the Royal
Ulster Constabulary (RUC), Sir John Her , had given a good
Presentation on the terrorist threat pres¥hted by the Irish Republican
Army (IRA), including intelligence about the structure of the IRA and
Some of the leading personalities in-it and their_whereabouts. The
Irish side had accepted this in a constructive {t. As the Joint
Statement on the meeting said, the Irish Gover ren had agreed that

€Xtra resources should be deployed in the border @
Q QPO

terrorism, There was now hope for much broader ¢
There would, however, be no instant succegBd s

Republic,

terrorism and there might be setbacks. A wave of mosy
attacks by the IRA against police stations was taking
was also engaging in intimidation of the management of

contra?tors to prevent the reconstruction of buildings dafdg
terrorist attacks,

The ear]

y television reports of the meeting of the Intergove 1
Conferen s

ce had concentrated on the demonstrations, but later

CONFIDENTIAL (
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given due prominence to the strengthening of the Garda deployment§ in
the border area. It was unfortunate that press reports that morning had
(::) highlighted the plan to introduce a new Code of Conduct for the RUC; the
éports had ignored the clear statement in the Joint Statement on the
¢ting that the Chief Constable of the RUC had for some time ?een
aring such a code, and had thus given the impression that its
duction might be a concession to the Irish side.

ts¥;a§ﬁlways been clear that the first meeting of the Intergovernmental
Confe e would be a difficult moment. It had perhaps gone better than

migh been expected. Moreover, some people in Northern Ireland

Pt ing to say that the Anglo-Irish Agreement should be looked at
more ¢ %

. Any trend away from outright opposition to the Agreement
and towax\s an objective analysis of its merits would help the
Governmen

The Cabinet =

Took note @:

ECONOM

AFFAIR;C 4. THE SECRETARY OF OR ENERGY said that it was an objgct1ve of
~— the members of the Organi¥aflon of Petroleum Exporting Countries (OPEC)

0i1 Priceg both to try to keep thei

e \yuota arrangements in effect and to put
Pressure on countries outifde 4&? Organisation to cut down oil

Production, Saudi Arabia hug DERY willing in the past to reduce its own
Production in order to keep 1:?\1 qutput by OPEC countries within the
target area but, for balance HAmpents and other reasons, was no
longer willing to do so. At the‘&?’ t OPEC meeting it had been clear
both that OPEC countries wished 2¢§;§§;ain their quotas and that,.
espite the effect on price, SaudiSAr would now be ready to bring

its production more nearly into lin its quota. The conclusions of

tbis meeting and the remarks of Shei ani, the Chairman of the. \
Ministerial Executive Committee of OPE given rise to a fall in oil
Prices,

It would be wrong for the Unit&& Kingdom to react to this by
reducing the volume of North Sea oil prodction. The United Kingdom had
consistently made clear that the Government did not control and was not
Prépared to control commercial oil production in_this way. It woulq, in
any event, make little difference to world pri N\ The current estimate
Was that, if OPEC countries respected their quta ¥igures, supply and
demand would not be seriously out of balance. did not, prices
Were liable to fall further after the winter.

THE CHANCELLOR OF THE EXCHEQUER said that the conclus @ the OPEC
Meeting had not been fully anticipated in the foreign &xc e markets.

F9r ?his reason the value of the pound had been affected a
S}gglficant fall the previous day but some recovery later Prime
M;nISter'S speech on 11 December had helped to steady the t

s

Ould be stressed that defeating inflation was a more impo

CONFIDENTIAL
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objective than tax cuts. The possibility of a fall in oil prices after

65;9 tge peak demand for energy during the winter, meant there was a prospect
<::> 2 lower Government revenues from 0il; this would reduce the scope for

aX reductions in the Budget.

ETARY OF STATE FOR DEFENCE reported on developments since the

of the Sub-Committee on Economic Affairs of the Steering

on Economic Strategy (E(A)) on 9 December had considered

osals relating to the future of Westland. He suggested that
opments were such as to make necessary a further meeting of
to which he could circulate a memorandum,

The meeting on 9 December had agreed that time should be given until

iz Decemb?r for consortium of British and continental Europegn firms
2 make firm g ly worked out proposals for participation in
€stland, so t se could be properly considered along with the
Proposals by Uni chnologies and Fiat.

The Prime Minister,

Jng up a short discussion, said that E(A) had
ta¥e“ a decision at i

ting on 9 December., The matter had been

the mat X ti?e' Cabinet could not properly consider

SO t?r or take decisi 1tbout papers and w1th09t time for

in Ehea;}on. ?her§ Lbi it R th? developm?nts since 9 December or

rec . 18cussion in Cabi invalidate or give grounds for
Onsideration of the dec? ached on 9 December.

The Cabinet -

Took note,

Cabinet 0ffjice

12 December 1985
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WESTLANDS THE SECRETARY OF STATE FOR DEFENCE reported on developments since the

PLC meeting of the Ministerial Sub-Committee on Economic Affairs (E(A)(85)
24th Meeting) on 9 December had considered certain proposals relating to
the future of Westlands. He suggested that those developments were such
as to make necessary a further meeting of Ministers, to which he could
circulate a memorandum,

The meeting on 9 December had agreed that time should be given until
13 December for a consortium of British and continental European firms
to make firm and fully worked out proposals for participation in
Westlands, so that these could be properly considered along with the
proposals by United Technologies and Fiat. The European firms'
proposals would need to be presented to Westlands by 3.00 pm on Friday
13 December 1985, Significant progress had been made. British
Aerospace (BAe) and Mr Alan Bristow had expressed willingness to join

the European consortium, One of BAe's reasons was that, if a United
States corporation gained control of a British firm like Westlands, this
would prejudice the interest of BAe and other British companies in
European programmes such as the European Fighter Aircraft and Airbus.
As well as the industrialists concerned with a possible European offer
and the National Armaments Directors of the countries involved, the
Ministers of Defence of those countries were also in touch with each
other. If the European consortium was to make a firm offer, it would
have to be based on the goodwill of the Defence Ministers and the
knowledge that it was in line with their future procurement policies.
It followed that his own views must be presented to Lloyds Merchant
Bank, which was leading the European consortium, and also to United
Technologies. Before doing this, he needed the agreement of other
Ministers to the views he would be putting forward.

In discussion, it was pointed out that the minutes of the
Sub-Committee's meeting on 9 December 1985 recorded the decision that,
if a viable European package which the Westlands board could recommend
were not available by 4.00 pm on Friday 13 December, the United Kingdom
Government would not thereafter be bound by the recommendation of the
National Armaments Directors of the United Kingdom, West Germany, France
and Italy, to the effect that the Governments of all four countries
should in future meet their helicopter requirements in three apec1f1ed
classes by equipment designed and built in Europe. The discussion in
the Sub-Committee on 9 December, for part of which Sir John Cuckney, the
Chairman of Westlands had been present, had been the third meeting of
Ministers on this subject. No further decisions were needed at the
present time. The Westlands Board had legal duties towards shareholders
and employees and must take the ultimate decision between the proposals
of Sikorsky and a possible European option. There was a real danger
that, if the Government intervened, it would incur a degree of
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responsibility for the company which could prove to be extremely
expensive.

The following points were also made in discussion -

a. Neither the Secretary of State for Trade and Industry, who was
the Minister responsible for Westlands, nor the Prime Minister had
been warned that the question of Westlands would be raised at the
present meeting of the Cabinet.

b. Sikorsky, with their present British partner, Short Bros Ltd,
had tried a year previously to sell their Blackhawk helicopter to
the Ministry of Defence. This offer had been rejected, since the
Ministry had neither a requirement nor the funds for such a
helicopter. Sikorsky had now made clear to the Ministry of Defence
that they would expect to sell the Blackhawk if it was manufactured
by Westlands., Without orders in the United Kingdom, Westlands was
unlikely to be able to sell the Blackhawk overseas in markets which
were not the property of Sikorsky.

cs I1f the Ministry of Defence were to buy the Blackhawk
helicopter from Westlands, it would be thought that the Government,
having resisted pressure from Short Bros despite the economic
problems of Northern Ireland, had succumbed to pressure for the
west of England., On the other hand, the Minister of State,
Northern Ireland Office had been present at the meeting on

9 December, and had not reserved his Secretary of State's position
on the decision taken,

d. The decision reached by the Sub-Committee on 9 December had
been based on the expectation that a serious European offer to
Westlands could be put forward. No such offer could be made
without a full discussion of Ministers. Such a discussion had
apparently been envisaged by the Cabinet Office, which at 10.00 am
on 10 December had telephoned Ministers' offices about the
possibility of such a meeting but had later rung to say that no
meeting was being called. Against these points, it was pointed out
that the Cabinet Office often made exploratory enquiries about
Ministers' availability in case a meeting should be required.

The Prime Minister, summing up a short discussion, said that E(A) had
taken a decision at its meeting on 9 December. The matter had been
raised at Cabinet without notice. Cabinet could not properly consider
the matter or take decisions without papers and without time for
preparation. There was nothing in the developments since 9 December or
in the discussion in Cabinet to invalidate or give grounds for
reconsideration of the decision reached on 9 December.

The Cabinet -

Took note.

Cabinet Office
13 December 1985
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