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THE FOLLOWING WERE ALSO PRESENT

Hon David Waddington QC MP The Rt Honm Peter Brooke MP
entary Secretary, Treasury Paymaster General
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SECRETARIAT

O Sir Robin Butler

Mr R T J Wilson (Item 5)

@ Mr R G Lavelle (Items 3 and 4)
Mr P J Weston (Items 3 and 4)
% Mr A J Langdon (Items 1 and 2)

Mr G Monger (Item 5)
Mr S S Mundy (Items 1 and 2)
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HOME AFFAIRS
Toyota
FOREIGN AFFAIRS
Report to Thames Televi "Death on the Rock"

Earthquake in the Soviet Un

Elections in the Soviet Union %

East German and Soviet Defence Cu/

New Administration in the United Sta?%
COMMUNITY AFFAIRS

Imports of Hormone Treated Meat @
Fraud 5

WHITE PAPER ON THE REFORM OF THE NATIONAL HEALTH SER 6
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1. The Cabinet were informed of the business to be taken in the House
of Commons in the following week.

ECRETARY OF STATE FOR TRADE AND INDUSTRY said that he would be
a statement in the House of Lords later that day about three
ents in the field of personal communication networks. The
:n the ownership of cellular telephones had vastly exceeded
ons, with around 520,000 already in circulation compared with
ion which had been made in 1985 of 100,000 sets by 1990. He
announcing that 400 additional channels would be made
, over an area bounded by the M25 motorway, to the two existing
cellular radio-telephone operators, Cellnet and Racal-Vodafone. Those
channels had previously been reserved for use by the Ministry of
most grateful to the Defence Secretary for agreeing
Ao had also decided to award four licences to run
telepoint systemg/ he would be announcing in his statement the names
of the successfulNedupinies. Telepoint, which was a British development
and represented the ceneration of portable telephones, would allow
subscribers to make ¢yg6qg telephone calls from locations near
telepoint base statiofs M.ng their own portable digital cordless
handsets. The United Kiégipﬁ had the opportunity to become the world
leader in the manufactur is equipment, for which there was great
export potential, and he e<IIfgAE that within two years there could be
around one million sets in 6 the United Kingdom. Telepoint base
stations, which were around i;’qrze of a shoe-box and had short
aerials, would not be environme€nf damaging. He expected that
initially they would be concentdLEL L the South East and would mainly
be sited in high streets, railway<s ns and shopping centres, and
that they would spread gradually t areas. He would also be
announcing the publication of a dis n.document which would propose
the licensing of at least two new pub bile telecommunications
operators in the early 1990s, to operabg\on new networks based on
digital personal communicators.

The Cabinet -

Took note.

2is THE SECRETARY OF STATE FOR TRADE AND INDUSTRY sail

Japanese firm Toyota had been examining the possibility

car plant in Europe which would initially have the capaci
manufacture 200,000 cars per anunum. The United Kingdom w
preferred location because the conditions for establishing 4
plant were better than in any other European country.

seek any Government financial assistance, but merely general GOvE
approval, Toyota were collaborating with the French firm
Renault in a joint venture to manufacture engines and would also

1
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considering whether the plant for this should be based in the United

1 Kingdom. Toyota had no doubt been influenced by the Government's policy
of encouraging Japanese inward investment and of seeking to ensure that
<::> the products could circulate freely within Europe.

iscussion, the point was made that until recently the Government had
primarily concerned to channel new industrial plants towards areas
¢h unemployment, but a major consideration now was the
avéieRility of adequate land for housing. The point was also made that
ore being forced to bus skilled workers from the West Midlands
&g Aprth East: there was a large number of Employment Training
W/ 14des available in the North East, many of which had been.taken

{n time the pool of skilled workers living in the North East
would inlrease.

THE PRIME MINISTER, summing up the discussion, said that it would

be very welco the planned investment by Toyota were located in the
United Kingdo as all the more necessary to resolve the

problem caused ce's counting of cars produced by Japanese
companies based United Kingdom against the quota for cars
imported from Japa

The Cabinet -

Took note.

3 THE FOREIGN AND COMMONWEAL TARY said that the report
prepared by Lord Windlesham for fesATelevision following criticism of
their 1988 television programme "D the Rock" was to be published
that afternoon. The report virtual rated the makers of the
programme and claimed that the jury a inquest on the deaths of the
three Irish terrorists killed in Gibra r in March 1988 by members of
the security forces were sufficiently robust when faced with court
evidence to be able to ignore any extraneous influence from the showing
of the televsion programme. By abjuring hindsi the report had
condoned factual inaccuracies in the programmfzgziyad acknowledged them
as occasional lapses in a very benign manner. oTeport was due to be
debated that evening on Thames Television's prog ' "This Week'".
There would be a panel discussion between Lord T

Bolton on the one hand and Mr Michael Mates MP and &

Sunday Times, Mr Andrew Neill, on the other. The ces

Lord Windlesham's report was the contention that unla

only one possible interpretation of the "facts" as prese

television programme, whereas the actual thrust of the p

been altogether more categorical in that sense.
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In discussion, the following points were made:

a. Lord Windlesham's report was a disgraceful whitewash. One of
the worst things about it was that even where an acknowledgement
that there had been something wrong with the television programme
was unavoidable the report had put an exculpatory gloss on matters,
describing such instances as no more than small lapses.

Cﬁéahb' The bias of Lord Windlesham's report was hardly surprising

sven that Thames Television had appointed the Chairman of another
evision company to preside over the inquiry. In that sense it
<E§§; media-based and not an independent inquiry.,

C 1f the Government was to take detailed issue with the report

it would be important to concentrate on the errors of fact in

the programme rather than matters of opinion. But it would be

i to be drawn into debating again matters settled by
Although therefore the statements prepared by the

Foreign onwealth Office and the Ministry of Defence should

be issued, st line for Ministers to take was that issues

relating to otings had been properly settled in a court of
law.

THE PRIME MINISTER, #he.up the discussion, said that the Cabinet
agreed that Lord Windléghadi)y report was a whitewash. In any comment
that she herself w 4 pE o make she would stand by the position
e the shootings in Gibraltar had been
given by a jury at the coroxg inquest who had returned a verdict of
lawful killing. In any othe ts, it would be important to
concentrate on errors and inac s of fact whether in the original
television programme or in Lord ham's report itself, without

being drawn into re-opening debat iitters settled by the inquest.

THE FOREIGN AND COMMONWEALTH SECRETARY said that the earthquake earlier
that week in Soviet Tadzhikistan had been anothe tragedy, coming up 80
soon on the heels of the earlier earthquake £ cONiet Armenia.

According to latest information from a membe he British Embassy in

Moscow who had been to the area and attended 2 ! conference given by
the Chairman of the Tazhik Council of Ministers,\e€3/4d

flties had now
reached 274 and were expected to be below the muchCAygho estimates

originally given. The local authorities claimed to 1enty of
relief workers available on the spot. Strong expres-de‘t of sympathy
had been sent by Her Majesty The Queen and by the Gover u:]i

S

THE FOREIGN AND COMMONWEALTH SECRETARY said that elections wo eld
in the Soviet Union on 26 March for the new style Supreme Soview.
Although not full blooded free elections in the sense understood

e
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Western democracies, they were the first to have provided some
genuine opportunity for electoral activity for a very long time in
Soviet history. Their approach was providing the opportunity for some

under criticism from various quarters and could therefore face a

§ opposition to President Gorbachev to surface. He was likely to come

Admini-

ifficult time over the coming weeks.

2

TH GN AND COMMONWEALTH SECRETARY said that the East German

Gover had -announced on 23 January same token cuts in military

perso and tanks as well as a reduction in defence expenditure. It
was not\yet clear what these would mean in real terms. As for the
Soviet defence cuts announced by President Gorbachev and the Soviet
Foreign Minister, Mr Eduard Shevardnadze, on 18 and 19 January, the net
reductions i =aypons would be very modest. The withdrawal of two dozen
short range @ systems by the Soviet Union from Eastern Europe had

to be seen aga ‘i'-e background of deployment of some 1,400 such
systems on the Warsjp~pact side compared with less than
90 for the North A¥ldjptic Treaty Organisation.

>

THE FOREIGN AND COMMONWE RETARY said that the new American
Administration under Presi orge Bush had made a good start and the
process of transition had baan aged well., President Bush had made a
good inaugural speech on 20 emphasising the need to deal with

the United States budget defici« esident Bush had also made clear

that he would consult with alliegX¥e e any substantive moves by the

new Administration in East-West rel§¥ions. He had re-affirmed the

special relationship between the Ut‘.ates and the United Kingdom.
fat L)

All this should be noted with satisfa <gfﬁa
The Cabinet -

Took note.

4., THE FOREIGN AND COMMONWEALTH SECRETARY said '4:/ main issue

considered at the meeting of the Foreign Affairs Cou
was whether a date should be fixed when Community cou%
should come into effect against United States trade san S introduced
following the Community's ban on hormone treated beef, =1§;&e strong
pressure from Italy, who was the member country hardest h A

United States measures, it had proved possible to avoid se (&

for implementation of a counter retaliation list. It had bea 52

that action should continue to resolve the dispute within the G¢pé
Agreement on Tariffs and Trade.

23 January

4
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THE PRIME MINISTER said that she was greatly concerned about the extent
of fraud in the Community revealed by investigations carried out by the
ourt of Auditors. Its report had indicated, for example, that no
bliance could be placed on the published figures for the quantities and
s of products held in intervention storage at the end of the
‘i£§Ssia1 year nor on the related expenditure in the year. Theve had
e ggestions that the sums involved in fraud could amount to as much

as cent of the total European Community budget, or £6 billion.
The derived in part from the system of agricultural support
itsel ich offered opportunities for malpractice. It appeared that

the Comnission were powerless to carry out adequate follow up action.
1f it were the case, as had been suggested, that in Italy fraudulent
claims had been a source of finance for the mafia the issue was still
more serious. re was little evidence that the Commission paid
adequate attdgng§ to questions of value for money generally. The

United Kingdo "'\
the extent of .-Q! billion. It was wholly unacceptable that adequate
steps were not be % 2hken to confront these issues.

net contributor to the European Community budget to

In the United Kingdoctive action was needed to tackle fraudulent
practices at the Iris ;iy'-oundary. More generally it was for
consideration whether t{ of concern with value for money within

the Community was an issq Aieh should be raised at the next European

Council.

In discussion it was noted t
extent of fraud in the operati
issue had been brought to attentj
the influence brought to bear by th
Paymaster General had held talks w
and the increased attention now being
Commission was to a large extent asso ed with continuing

United Kingdom pressure. One of the un rlying problems was to get
member states to take effective action. The possibility of fraudulent
practices arose whenever substantial financial support transaction took
place. But it would also be of great importa strengthen the
position of the Commission's Anti-Fraud Unit.

ise figures could not be put on the
he common agricultural policy. The
the Court of Audit as a result of
ited Kingdom member. The
Commission's Anti-Fraud Unit
to the problem within the

the degree of
oncern for
d need to take

Summing up the discussion, the Prime Minister sa

waste in the Community as a result of fraud and la
value for money was unacceptable. The United Kingdo
vigorous action to stimulate the Commission itself an
countries to take effective action. This might be a sui
for an initiative by the United Kingdom at the next Euro

The Cabinet - @
Took note, with approval, of the Prime Minister's summin
their discussion.
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. The Cabinet considered a draft White Paper on the reform of the
National Health Service (NHS), circulated under cover of a memorandum by
the Secretary of State for Health (E(A)(89) 2).

THE PRIME MINISTER said that the central theme of the White Paper was
he need to provide a better service for patients. It emphasised the
ed to devolve as much responsibility as possible within the NHS down
line to those who provided the service to the patient. Important
s which it proposed included the establishment of self-governing
ls within the NHS; budgets for some General Practitioner (GP)
for a defined range of services; tax relief for medical
remiums for the elderly; removing the political element from
orities and making them more efficient and businesslike
bodies$<and the creation of an extra 100 consultant posts and reform of
the terts of consultants' contracts. The package of reforms was
consistent with the Government's general philosophy while retaining an
NHS which was to all, regardless of income, and financed mainly out
of general t £1

THE SECRETARY OHQ:ZQ)E FOR HEALTH said that devolution of
decision-taking ajor theme of the White Paper. At the centre
there would be a nt Executive with a Chief Executive with
clearly defined res ities for management matters, and with
maximum devolution to {#ms, from Regions to Districts and from

The introduction of self-governing

o towards devolving responsibility. These

heir own management decisions,
¢ pay and conditions of their staff,
< oney subject to an overall financing

limit. Their income would be d from selling their services to
Health Authorities, GPs and the géﬁéibe sector. Health Authorities
would move away from direct provi¥l f services themselves, and would
be responsible for buying services, xample from self-governing
hospitals, as they judged best to mee needs of the population they
served. A new and simpler method of tating funds to the Authorities
would be introduced, based on weighted \Qgpitation, with an extra 3 per
cent for the Thames Regions to recognise the special problems of the
capital. Larger GP practices would be able if they wished to hold their
own budgets for a defined range of services, i ing in particular
elective surgery. All these changes would helg td/ensure that in future

money went with patients to those parts of the t able to meet
their needs.

The composition of the Health Authorities would be ¢ They would
be smaller bodies, with a balance of executive and n tive
members, and managerial in character with the removal of olitical
element in their membership. Family Practitioner Commit so would
be reformed to remove the domination of representatives o

practitioners whose contracts they managed, and to give a g

weighting to consumer interests. The White Paper also propo

important reforms to increase value for money. There would be em

of medical audit throughout the service to monitor and raise me 1
standards. The Audit Commission would be given responsibility fo

| %
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auditing the accounts of the NHS, and would undertake wide-ranging value
for money studies. Separate chapters in the White Paper dealt with the

application of its principles to the separate systems in Scotland, Wales
and Northern Ireland.

<3§§$b tese reforms would be controversial with many professionals, but should
welcomed to the public generally. The Government would be able to

strate that it was committed to maintaining and strengthening the
nd in particular that the main objective of its reforms was to
m % the service for patients. As to presentation and timetable, the
was to publish the White Paper, with an oral statement
i nt, on 31 January. A major exercise was being mounted to
{t to NHS staff to help produce an immediately favourable
respond®. Following publication of the White Paper working papers would
be published inviting comments not on the principle of the reforms but
on how they could best be implemented in practice. Major legislation
would be nee xt Session to provide for many of the changes, for
example the iktrdduction of self-governing hospitals and the changes in
the compositi alth Authorities., The benefit of some of the
changes, direct ting patients, should be felt quickly, and by
1991 most of the including the first self-governing hospitals,
should be coming in cte

In discussion the followi ain points were made:

a. There was like criticism of the proposals in the White
Paper from some profe s in the NHS. Some of those who
sympathised with the Gaxe nt's objectives might be reluctant to
provide support in publi®] orts should be made to encourage
those who were likely to p the proposals - such as
participants in last year's($€m rs - to speak out.

b. 1t was also important thormation about the Government's
proposals should be available tq public at large quickly and in
a readily comprehensible form. Department of Health

were planning a shorter version ofVthe White Paper, which

was mainly for NHS staff but would also be helpful to the general
public; a shorter leaflet which would be erally available, for
example at Post Office counters; and a vfded)for NHS staff which
should also be made available for the puRlic

c. The proposal to increase the number of

would have a greater effect than that number g%
problems of waiting lists and the working hours
This was because the additional posts would be

in a few specialities, such as general surgery, gepe
medicine and obstetrics, where these problems were g

proposal.

d. The replacement of the system of allocating funds was to
be controversial. Local lobbies would try to work out whethe
d

their areas would be gainers or losers from the change, an 6559

7
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there would be opposition from those areas which had had
/ high expectations from the existing system. It would be important
<§§9 for the Government to avoid involvement in argument of this sort.
<:> They could say that detailed calculations for particular areas were
<§§$§ misleading, since so much would have depended on the targets
given priority under the existing system and on future
ciézj> decisions about public expenditure allocations.
3 The reference in paragraph 7.22 to taking reserve powers for
e Government to control the number of GPs would attract
ticism and it was questionable whether it was worth including
On the other hand, the present system under which the number
GPs was not constrained by the demand for their services could
o> continue. 1In the last resort the Government needed reserve
powers over the number, but it would be made clear in

presenting the White Paper that these powers would be used only if
absolut cessary.

The Prime Mini umming up the discussion said that the Cabinet

endorsed the Wh r which the Secretary of State for Health had
circulated. Subj minor drafting changes, it should be published

as proposed on 31 J

The Cabinet - C;;;>
Took note with app:@ he Prime Minister's summing up of their

t
discussion and invite ecretary of State for Health to proceed
accordingly.

Cabinet Office

26 January 1989
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