
THIS DOCUMENT I S THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

COPY NO 7 8 

CABINET 

CONFIDENTIAL 

CONCLUSIONS o f a Meeting of the C a b i n e t 
h e l d a t 10 Downing S t r e e t on 

THURSDAY 9 FEBRUARY 1989 
a t 10.30 am 

P R E S E N T 

The R t Hon Margaret T h a t c h e r MP 
Prime M i n i s t e r 

he Rt Hon S i r G e o f f r e y Howe QC M£IX 
ecretary of S t a t e f o r F o r e i g n i n d } ) 
onunonwealth A f f a i r s ν Ξ ^ ^ 

peiRt Hon Lord Mackay of C l a s h f e r n 
i0rd Chancellor 

gSRt Hon George Younger MP 
jecretary of St a t e f o r Defence 

1he Rt Hon Tom Ki n g MP 
;ecretary of S t a t e f o r Northern I r e l a n d 

The Rt Hon N i g e l Lawson MP 
C h a n c e l l o r of the Exchequer 

The Rt Hon P e t e r Walker MP 
e c r e t a r y o f S t a t e f o r Wales 

Rt Hon Norman F o w l e r MP 
t a r y of S t a t e f o r Employment 

on N i c h o l a s R i d l e y MP 
of S t a t e f o r the Environment 

hejRt Hon Lord Young of Graf f h a m The Rt^JWi&Kenneth C l a r k e QC MP 
ecretary of S t a t e f o r Trade and I n d u s t r y S e c r e t a ^ x 5 1 ^ 3 t a t e f o r H e a l t h 

he Rt Hon John MacGregor MP 
inister of A g r i c u l t u r e , F i s h e r i e s 
nd Food 

he Rt Hon Paul Channon MP 
ecretary of S t a t e f o r T r a n s p o r t 

|1e Rt Hon John Wakeham MP 
>rd President of the C o u n c i l 

• Rt Hon C e c i l P a r k i n s o n MP 
Betary of S t a t e f o r Energy 

The Rt Ho 
S e c r e t a r y c 

lm R i f k i n d QC MP 
f o r S c o t l a n d 

The Rt Hon John Moore MP 
S e c r e t a r y o f S t a t e f o r S o c i a l S e c u r i t y 

The Rt Hon The L o r d 
L o r d P r i v y S e a l 

The Rt Hon John Major MP 
C h i e f S e c r e t a r y , T r e a s u r y 

The Rt Hon Antony Newton MP 
C h a n c e l l o r of the Duchy of L a n c a s t e r 



J(^)\on David Waddington QC Μ 
,.XZautary S e c r e t a r y , T r e a s u r 

lCONFIDENTtAL 
THE FOLLOWING WERE ALSO PRESENT 

MP The Rt Hon P e t e r Brooke MP 
y Paymaster G e n e r a l 

SECRETARIAT 

S i r Robin B u t l e r 
Mr R G L a v e l l e ( I t e m s 3 and 4) 
Mr Ρ J Weston ( I t e m s 3 and 4) 
Mr A J Langdon ( I t e m s 1 and 2) 
Mr S S Mundy ( I t e m s 1 and 2) 

C O N T E N T S 

S u b j e c t 

I PARLIAMENTARY AFF 

P a r l i a m e n t a r y Statements 

• HOME AFFAIRS 

Food S a f e t y : Salmonerra^irflTyiEggs 

I n d u s t r i a l A c t i o n a t WancTS^edAh P r i i 

E l e v e n t h North Sea O f f - s h o r ^ ! b ^ X n s i n g Round 

I n c r e a s e d Water Charges Propos 

FOREIGN AFFAIRS 

A f g h a n i s t a n 

G i b r a l t a r 

United S t a t e s S e c r e t a r y f o r D e f e n s e - D e s i g ^ ^ ^ ) 

Meeting of the Group of Seven 

1 COMMUNITY AFFAIRS 

Imports of Hormone T r e a t e d Meats 

Tax on Savings 

Page 

1 

1 

1 

3 

4 

r i v a t e S t a t u t o r y Water Companies 4 

5 

6 

6 

6 

8 

8 

11 



ARLI 
FFAIR 

1. The Cabinet were informed of the b u s i n e s s to be t a k e n i n the House 
of Commons i n the f o l l o w i n g week. 

arliataentary 

tatements 

OME AFFAIRS 

ood Safety: 

almcmel la 

nd Eggs 

revious 

eference: 

C(88) 39.5 

RIME MINISTER s a i d t h a t the time allowed f o r q u e s t i o n s t o be put t o 
fcers on s t a t e m e n t s made i n the House of Commons had i n c r e a s e d 

I t would be i n t e r e s t i n g t o see f i g u r e s i l l u s t r a t i n g the growth 
y e a r s of the time consumed by statements. 

net -

Endo^WjKthe Prime M i n i s t e r ' s comments and i n v i t e d 
the Leu.d P r e s i d e n t o f the C o u n c i l to c i r c u l a t e 
i n f o r m a t i o n about the time consumed by P a r l i a m e n t a r y 
s t a t e m e n t s , on the l i n e s t h a t the Prime M i n i s t e r had i n d i c a t e d . 

HEALTH s a i d t h a t he and the M i n i s t e r o f 
had g i v e n evidence about salmon211a and 
A g r i c u l t u r e the p r e v i o u s a f t e r n o o n , 
b l y c o n c e n t r a t e d on the subsequent 

former P a r l i a m e n t a r y 
of H e a l t h and, i n g e n e r a l , the 
nd other food s a f e t y i s s u e s i n a 

stance i t was r e g r e t t a b l e t h a t 
fiSffcport of a working group of 

over s a l m o n e l l a and to a l l e g e 
e p u b l i c ; t he c a r e f u l l y 

A g r i c u l t u r e , F i s h e r i e s and 
ne u n r e p o r t e d . The p a r t 
media a t t e n t i o n was an 

v i c e (PHLS) t h a t d i s c u s s e d 

THE SECRETARY OF ,*WPfi^JOR 
A g r i c u l t u r e , F i s h e r i e s a w i w d 
eggs to the S e l e c t Commi 
Media a t t e n t i o n had been ρ 
appearance b e f o r e t he Commi 
Under-Secretary of S t a t e , Dep1 

press continued to t r e a t salmo 
s e n s a t i o n a l f a s h i o n . I n the pr 
the p r e s s had s e i z e d on the publ 
e x p e r t s i n order to whip up p u b l i c a n j ^ e ^ 
t h a t the t r u e f a c t s were b e i n g kept YrQjs> 
weighed evidence t h a t he and the Mini 
Food had gi v e n to the Committee had l a r g 
of the r e p o r t t h a t had p a r t i c u l a r l y a t t r 
appendix by the P u b l i c H e a l t h L a b o r a t o r y 
the d i f f i c u l t y i n e s t a b l i s h i n g the t r u e e x t e n t of s a l m o n e l l a i n f e c t i o n , 
and noted t h a t i n the U n i t e d S t a t e s i t tended to be assumed t h a t 
v e r i f i e d c a s e s of s a l m o n e l l a i n f e c t i o n under-rep 
of i n f e c t i o n by a f a c t o r o f about 100. The Chie 
view was t h a t a f a c t o r o f 10 might be more appro!? 
United Kingdom. I t was v e r y d e s i r a b l e t h a t the hos 
s e n s a t i o n - s e e k i n g i n the p r e s s on food s a f e t y matter's 
He d i d not b e l i e v e , however, t h a t these p r e s e n t a t i o n a 
g r e a t l y improved u n t i l t h e a l a r m i n g growth i n food-born 
seen to be brought under c o n t r o l . F o r , t h a t to be a c h i e v e d 
t h a t the Government would need to do more to demonstrate t 
guided by f u l l y independent e x p e r t a d v i c e i n food s a f e t y ma 

the t r u e e x t e n t 
c a l O f f i c e r ' s own 

η r e s p e c t of the 
and 

be changed, 
s c o u l d be 
se was 

e l i e v e d 
was 

THE MINISTER OF AGRICULTURE, FI S H E R I E S AND FOOD s a i d t h a t the 
th a t had been mentioned by the S e c r e t a r y of S t a t e f o r H e a l t h ha 
produced by a j o i n t w o r k i n g group of e x p e r t s from h i s own M i n i s t r 

1 



Department of H e a l t h and t h e B r i t i s h Egg I n d u s t r y C o u n c i l . The working 
group, which had f i r s t met i n September 1988, had been g i v e n the r e m i t 
to review the s c i e n t i f i c i n f o r m a t i o n on s a l m o n e l l a and eggs, and to 
i d e n t i f y a r e a s where f u r t h e r r e s e a r c h was needed. The e x i s t e n c e of the 
fo r k i n g group was g e n e r a l l y known and t h e r e was n o t h i n g i n i t s r e p o r t 
*at c o n f l i c t e d w i t h the l i n e t h a t had been tak e n by the S e c r e t a r y of 

; f o r H e a l t h and h i m s e l f . He had been concerned t o handle i t w i t h 
ipm openness, so as t o a f f o r d no b a s i s f o r a c c u s a t i o n s of a 

,1p. The r e p o r t had t h e r e f o r e been placed i n the l i b r a r y of the 
Commons f o l l o w i n g a P a r l i a m e n t a r y Q u e s t i o n , and he had 

i t s p u b l i c a t i o n i n h i s evidence to the S e l e c t Committee. Some 
lad r e c o g n i s e d t h a t n o t h i n g was being h e l d back, and had 
t o run a s t o r y on the m a t t e r , but other newspapers p e r s i s t e d 

^ i n g to the r e p o r t as a s e c r e t document, though a l l the f a c t s 
spoke a g a i n s t them. H i s M i n i s t r y r o u t i n e l y took a g r e a t d e a l of a c t i o n 
on food s a f e t y m a t t e r s , b u t t h e r e had been v e r y l i t t l e i n t e r e s t i n t h i s 
f i e l d u n t i l tha^E&cent e x p l o s i o n of media i n t e r e s t . He b e l i e v e d t h a t 
the g u i d i n g p / i n c i ( p l e f o r the Government should be to keep the p u b l i c 
f u l l y inf0rmeav2£^i£X r e s u l t s of s c i e n t i f i c study, though media i n t e r e s t 
was now so v o l a t l i e ^ t h a t a l l announcements i n t h i s f i e l d would r e q u i r e 

faction and h a n d l i n g . the most c a r e f u l 

I n d i s c u s s i o n the fo main p o i n t s were made: 

a. F o l l o w i n g s a l 
s a f e t y concern amon 
i n f e c t i o n , on which 
s h o r t l y . L i s t e r i a was 
and pre-cooked p o u l t r y 
pregnant women i n p a r t i c u l 
t h e r e f o r e p r e p a r i n g t o i s s u e 
the p r e v e n t i o n of l i s t e r i a i 

and eggs, the next a r e a of major food 
b l i c might w e l l be t h a t of l i s t e r i a 

by the PHLS was due t o be p u b l i s h e d 
! a l l y p r e v a l e n t i n c e r t a i n s o f t cheeses 

epresented a h e a l t h h a z a r d t o 
e Department o f H e a l t h was 

o 0 n t a d v i c e to the consumer about 
f^£?on. 

e ~ ^ ^ a important a s p e c t of food b. The c o n t r o l o f temperature fc£aaj> 
s a f e t y p r e c a u t i o n s a t many p o i n t s v ^ c the food c h a i n , i n c l u d i n g the 
p o i n t of consumption. I t was n o w \ j e a r t h a t the proper use of 
microwave ovens i n the home and elsewhere was an important a s p e c t 
of the problem. The c o n t r o l s a p p l i e d t o i n d u s t r y and the a d v i c e 
g i v e n to the consumer should both d e a l f u ^ J y ^ y f i t h the q u e s t i o n of 
temperature. 
c. Although the i n c r e a s e i n food-borne d i 
r e l a t e d to the c o n s i d e r a b l e changes i n t e c h n i 
the food c h a i n , t h e r e n u n c i a t i o n of modern me 
r e p r e s e n t s a f e t y . There was i n c r e a s i n g reason 
range eggs p r e s e n t e d a t L e a s t as g r e a t a t h r e a t of 
i n f e c t i o n as d i d b a t t e r y produced eggs: the opport 
a r i s e n t o s t r e s s t h i s p o i n t d u r i n g the S e l e c t Commit 
the p r e v i o u s day, and i t was d o u b t f u l i f the p u b l i c ye 
i t . U n t r e a t e d m i l k was another example of s o - c a l l e d na 
methods p r e s e n t i n g a h e a l t h r i s k : the M i n i s t e r of A g r i c u 
F i s h e r i e s and Food had announced on the p r e v i o u s F r i d a y 
embarking on the n e c e s s a r y s t a t u t o r y c o n s u l t a t i o n w i t h 

£3 probably 
a l l s t a g e s of 

not 
se t h a t f r e e 

11a 
d not 
e a r i n g 

c i a t e d 
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a v i e w t o p r o h i b i t i n g the s a l e of u n t r e a t e d m i l k from the e a r l i e s t 
p o s s i b l e d a t e . 

d. I r r a d i a t i o n was another f i e l d i n which the n a t u r a l food lobby 
had been impeding p r o g r e s s i n food s a f e t y . T h i s technique c o u l d be 
h e l p f u l i n food hygiene, and i t had now been e s t a b l i s h e d t h a t i t s 
proper use d i d not p r e s e n t any human h e a l t h h a z a r d . 

I t would be announced t h a t a f t e r n o o n t h a t , i n accordance w i t h 
v i c e from the Food A d v i s o r y Committee, the M i n i s t e r of 

c u l t u r e , F i s h e r i e s and Food was embarking on the n e c e s s a r y 
Jjfcory c o n s u l t a t i o n • w i t h a view to ending the use of m i n e r a l 
ocarbons i n food p r o d u c t i o n as soon as p o s s i b l e . 

THE PRIME MINISTER, summing up the d i s c u s s i o n , s a i d t h a t p u b l i c 
awareness of food s a f e t y was now a t a h i g h l e v e l , and t h e r e were s e v e r a l 
forthcoming i^a^ae^ which were p o t e n t i a l l y v e r y s e n s i t i v e . I t was 

u 
e 

e s s e n t i a l t h 
i n f o r m a t i o n a n 
v a r i o u s i n t e r e s 
The S e c r e t a r y of 
and Food and o t h e r 
c l o s e touch about th 
p u b l i c a t t e n t i o n and t h 
the s t e p s t h a t the Gove 

The C a b i n e t 

b l i c should be g i v e n f u l l and a u t h o r i t a t i v e 
b e f o r e i r r e s p o n s i b l e s e c t i o n s of the media and 
had the o p p o r t u n i t y t o e x p l o i t p u b l i c concern, 

r H e a l t h , the M i n i s t e r of A g r i c u t u r e , F i s h e r i e s 
concerned should t h e r e f o r e keep i n v e r y 

i c i s s u e s t h a t c o u l d be expected to come to 
c t i v e p r e s e n t a t i o n of the t r u e f a c t s and of 
was t a k i n g about these m a t t e r s . 

s summing up of the 
e r s concerned to be 

1. Endorsed the Prime 
d i s c u s s i o n and i n v i t e d th 
guided a c c o r d i n g l y . 

THE PRIME MINISTER s a i d t h a t members ofM;he P r i s o n O f f i c e r s ' A s s o c i a t i o n 
(POA) a t Wandsworth P r i s o n who had been t a k i n g i n d u s t r i a l a c t i o n i n 
p r o t e s t a g a i n s t the new s h i f t system w h i c h theJiovernment had introduced 
under the F r e s h S t a r t working arrangements haii/vojipd on the p r e v i o u s 
Tuesday t o r e t u r n to work. T h i s f o l l o w e d an ajHie 
be a maximum p e r i o d of 10 days f o r d i s c u s s i o n s 
branch and the Wandsworth p r i s o n management abou 
the new w o r k i n g arrangements, a t the end of which 
t h a t those arrangements would be i n p l a c e . The p r i s 
management had made no c o n c e s s i o n s e i t h e r on the p r i n 
l e v e l s and inmate numbers were not n e g o t i a b l e or on a n y ^ e i ^ 
c e n t r a l i s s u e s , i n c l u d i n g an i n c r e a s e i n the p r i s o n r o l l < i * p 
o p e r a t i n g c a p a c i t y of 1555. The outcome was h i g h l y s a t i 

t h a t t h e r e would 
the l o c a l POA 
implementation of 

r t i e s intended 
i c e 

^e^fehat s t a f f i n g 



Increased 

Water C h a r g e s 

proposed by 

private 

Statutory 

Water 

Companies 

THE SECRETARY OF STATE FOR ENERGY s a i d t h a t the period f o r s u b m i t t i n g 
b i d s under the e l e v e n t h North Sea o f f - s h o r e l i c e n s i n g round had c l o s e d 
the p r e v i o u s day. The outcome had been h i g h l y s a t i s f a c t o r y w i t h 125 
a p p l i c a t i o n s having been r e c e i v e d , the h i g h e s t number s i n c e the seve n t h 

und. 

TH^WHj&TARY OF STATE FOR THE ENVIRONMENT s a i d t h a t the p r i v a t e 
s t a t u t ^ y ^ a t e r companies (SWCs) had announced on the p r e v i o u s Sunday 
t h a t ̂ J S S ^ c η tended t o i n c r e a s e w a t e r charges by up t o 30-50 per c e n t . 
He was /a4Wjlg i n the chair m e n o f companies which were p l a n n i n g 
i n c r e a s e w o f more than 10 per c e n t to make c l e a r to them t h a t t h e r e was 
no j u s t i f i c a t i o n f o r i n c r e a s e s of the order which had been proposed. 
The Opposition's a l l e g a t i o n t h a t such p r i c e i n c r e a s e s were t h e 
i n e v i t a b l e r e s u l t of the Government's p r i v a t i s a t i o n p r o p o s a l s was 
without f oundaty£ir^\The SWCs were c l a i m i n g t h a t the proposed i n c r e a s e s 
were needed to ̂ Vne 
to improve d r i n k i 
t h e i r c o s t s of con 
defending themselves 
proper course was to a 
the n c e s s a r y funding f r 
the Government was empower 
payments and assignment ο 
to appoint accountants to 
B i l l would r e p l a c e the e x i s t 
which would operate d i r e c t l y 
i n t o f o r c e , the D i r e c t o r - G e n e r a 
not o n l y to approve proposed i n c 
r e d u c t i o n s i n e x i s t i n g c h a r g e s , 
by the SWCs were intended t o f u r t h e r 
system of c o n t r o l s , but i n f a c t they 

the c a p i t a l e x p e n d i t u r e which would be r e q u i r e d 
r s t a n d a r d s and sewage treatment, and t o cover 

t o p u b l i c l i m i t e d companies ( P L C s ) and of 
t h o s t i l e t a k e o v e r b i d s . However, t h e i r 

e i r c o n v e r s i o n to PLCs and then t o r a i s e 
e q u i t y market. Under the law as i t stood, 

e x e r c i s e c o n t r o l s over SWCs1 d i v i d e n d 
to r e s e r v e s , and he would be prepared 
^ate the SWCs' p r o p o s a l s . The Water 

!ers w i t h more e f f e c t i v e c o n t r o l s 
r c h a r g e s . Once the B i l l had come 

f e r S e r v i c e s would be empowered 
ut a l s o , i f n e c e s s a r y , to o r d e r 

I t f S r i p ^ r e d that the planned i n c r e a s e s 
jnpaign to r e t a i n the e x i s t i n g 

to demonstrate the need f o r 
s y s t e m u i c u i a c u i s , uuu *.11 1 1 _ w«~ j 
the more r i g o r o u s system of c o n t r o l s prwra^^d i n the B i l l . I n a 
sep a r a t e development t h e r e had been an u M e l p f u l i n t e r v e n t i o n by 
Mr R i p a , the European Commissioner f o r the^Environment, who had c l a i m e d 
t h a t c l a u s e 19 of the Water B i l l was i n c o n s i s t e n t w i t h the European 
Community d i r e c t i v e on w a t e r i n t h a t i t p e r m i t t e d ^ j t i j t e r companies to 
phase i n the improvements i n water s t a n d a r d s r e 
d i r e c t i v e . However, he was s a t i s f i e d t h a t i t w 
reasonable f o r the Government to tak e a l i m i t e d de 
d i r e c t i v e i n order to a l l o w w a t e r companies to be 
enforcement a c t i o n w h i l e they a c h i e v e d the r e q u i r e d 
p e r i o d of 2-3 y e a r s . 

under the 
^ e n t i r e l y 

Ion under the 
the t h r e a t 
ids w i t h i n 

of 
a 



I n d i s c u s s i o n , the f o l l o w i n g main p o i n t s were made: 

a. The e x i s t i n g s y s t e m of c o n t r o l s on d i v i d e n d s was a t t r a c t i v e to 
SWCs because i t f a c i l i t a t e d the r a i s i n g o f long-term l o a n s from 
the banks. The new c o n t r o l s on water charges proposed i n the B i l l 
would o b l i g e them t o a d j u s t t h e i r arrangements f o r r a i s i n g 
c a p i t a l . 

The Government had put i n a ccountants about t e n y e a r s 
o u s l y to i n v e s t i g a t e the case f o r proposed i n c r e a s e s i n water 
s of some 20 per c e n t , which had been s i g n i f i c a n t l y reduced 

u l t . 

THE PRlMK>^iINISTER, summing up the d i s c u s s i o n , s a i d t h a t p r i c e i n c r e a s e s 
i n the o r a e r which had been announced by the SWCs would be t o t a l l y 
unwarranted. E v e r y e f f o r t should be made t o ensure t h a t the proposed 
i n c r e a s e s were m»*»rated and to r e a s s u r e the p u b l i c t h a t t h e r e was 
nothing i n the OoveAiment's proposals to p r i v a t i s e the water i n d u s t r y 
which would j u s V f c i y ^ S f t r e a s e s of the magnitude which had been proposed. 

The C a b i n e t -
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3. THE FOREIGN AND COMMO 
So v i e t f o r c e s from A f g h a n i s t 
complete by the 15 F e b r u a r y dead 
being pr e s s e d to c o - o r d i n a t e so a 
a l t e r n a t i v e government t o the Kabu 
A r a b i a , I r a n and P a k i s t a n were each 
f a c t i o n s w i t h i n the r e s i s t a n c e movemen 
the r e s i s t a n c e elements was to be conve 

CRETARY s a i d t h a t the w i t h d r a w a l of 
ing a c c o r d i n g t o p l a n and should be 

V a r i o u s r e s i s t a n c e groups were 
r m i t the f o r m a t i o n o f an 
e. The S o v i e t Union, Saudi 

t o i n f l u e n c e d i f f e r e n t 
, ,Shoura" or c o u n c i l of a l l 
η P a k i s t a n on 10 F e b r u a r y , 

ernment would emerge from I t was not c l e a r whether an a l t e r n a t i v e 
t h i s and i f so whether i t c o u l d command r e a l support i n A f g h a n i s t a n or 
would be able to d e a l e f f e c t i v e l y w i t h the S o v i e t - b a c k e d regime of 
Mr N a j i b u l l a h . The Mujahideen r e s i s t a n c e leader,, 
p r e s e n t regime would crumble anyway and t h a t th 
s t r u c k . I n t h a t event how the r e s i s t a n c e would 
regime's m i l i t a r y f o r c e s remained to be seen. The 
s t r a t e g y was to l a y s i e g e to c i t i e s h e l d by the r e g 
a l r e a d y g i v e n r i s e to a n x i e t y , h i g h l i g h t e d i n the me 
s u f f e r i n g l i k e l y t o be c a u s e d to innocent c i v i l i a n s , 
c i r c u m s t a n c e s i t was i m p o r t a n t t h a t the Government's a 
A f g h a n i s t a n be seen t o be aimed p r e c i s e l y a t h u m a n i t a r i a n 
s u f f e r i n g and not f o r t h e Soviet-backed regime. The Minist' 
Overseas Development had s k i l f u l l y answered a P r i v a t e N o tice 
about t h i s i n the House o f Commons on 8 F e b r u a r y , thus c o n t r 
an understanding o f t h e Government's p o l i c y . T h i s y e a r the Gov 
had doubled i t s a i d programme t o £10 m i l l i o n , and t h i s week t h e r e 
been a t i m e l y announcement of a f u r t h e r £i m i l l i o n c o n t r i b u t i o n to 
i n t e r n a t i o n a l programme f o r women and c h i l d r e n i n K a b u l . 
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THE FOREIGN AND COMMONWEALTH SECRETARY s a i d t h a t he had had a f u r t h e r 
,meeting w i t h the S p a n i s h F o r e i g n M i n i s t e r , Senor Fernandez Ordonez, on 

Feb r u a r y , as p a r t of the s o - c a l l e d B r u s s e l s p r o c e s s , about G i b r a l t a r 
e l a t e d i s s u e s . These t a l k s had gone smoothly. The Sp a n i s h s i d e 
a i s e d s o v e r e i g n t y i n a r i t u a l f a s h i o n and he had made i t c l e a r 

a t s o v e r e i g n t y c o u l d not change a g a i n s t the wishes of the 
r i a n s . The S p a n i s h s i d e had a l s o p r e s s e d f o r movement on the 
agreement and he had r e i t e r a t e d the B r i t i s h w i s h f o r p r o g r e s s on 

i n t u r n had p r e s s e d the S p a n i s h s i d e f o r improvements a t the 
f f o n t i ^ & ^ J ^ w e e n G i b r a l t a r and Spain i n c l u d i n g the w i t h d r a w a l of the 
ceremonrai guard and the r e d u c t i o n o f d e l a y s . The Spanish had f l o a t e d 
the remoV^l of the f r o n t i e r fence which was a l r e a d y f a l l i n g i n t o 
d i s r e p a i r . I t was c l e a r t h a t the absence from the t a l k s o f the 
G i b r a l t a r C h i e f M i n i s t e r , Mr Joseph Bossano, had been a n e g a t i v e f a c t o r 
and he had se n b ^ a ^ i e s s a g e u r g i n g Mr Bossano to a t t e n d the n e x t round. 
Apart from Gibfc41t8£_there were no oth e r problems i n Anglo-Spanish 
r e l a t i o n s . 

THE SECRETARY OF STATE F 
P r e s i d e n t Bush's nominee 
S e c r e t a r y , Mr John Tower, i 
United S t a t e s Senate was g i v 
number of Defence M i n i s t e r s ο 
A t l a n t i c T r e a t y O r g a n i s a t i o n . 
Senate did not s i t the f o l l o w i n g 
days before a c o n c l u s i o n was reache 

s a i d t h a t the predicament o f 
s t o f Un i t e d S t a t e s Defense 
r r e n t c o n f i r m a t i o n h e a r i n g s i n the 
1e t o r e a l concern on the p a r t o f a 

!ember c o u n t r i e s of the North 
t appeared, the U n i t e d S t a t e s 
t could be a t l e a s t another t e n 

THE CHANCELLOR OF THE EXCHEQUER s a i d t h a t t h e r e had been a meeting of 
the Group of Seven (G7) i n Washington on 9-10 Febr u a r y . N e i t h e r of the 
two newcomers t o the Group, the U n i t e d S t a t e s 
and the Japanese F i n a n c e M i n i s t e r Murayama, ha 
i n i t i a l i m p r e s s i o n . He had not h i m s e l f seen g 
the p r e s e n t time. He had s t r o n g l y urged t h a t , i f 
should be made c l e a r i n advance t h a t t h e r e should 
i t . He had take n t h i s v i e w because the prospect o f 
communique, which had become a r e g u l a r p r a c t i c e s i n c e 
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i f e x p e c t a t i o n s r a i s e d were not then r e a l i s e d . H i s propo>^׳hae been 
agreed and the absence of a communique* on t h i s o c c a s i o n r e ^ e * & 6 c e d a 
u s e f u l precedent, 



C o n t i n u i n g , THE CHANCELLOR OF THE EXCHEQUER s a i d t h a t the present 
performance of the world economy was i n g e n e r a l not u n s a t i s f a c t o r y . 
However t h e r e had been some re s u r g e n c e o f i n f l a t i o n a r y p r e s s u r e s f o r the 

i r s t time d u r i n g the 1980s. The meeting had accepted t h a t p r i o r i t y had 
be g i v e n to a r r e s t i n g such p r e s s u r e s through t i g h t e n i n g of monetary 
cy and acceptance of h i g h e r i n t e r e s t r a t e s . The meeting had a l s o 

t h a t t r a d e imbalances i n the U n i t e d S t a t e s , Germany and Japan 
,take longer to c o r r e c t than had e a r l i e r been env i s a g e d . These 

were thought to be manageable p r o v i d e d t h a t the c o u n t r i e s i n 
f o l l o w e d a p p r o p r i a t e economic p o l i c i e s . I n the case of the 
a t e s the problem of the budget d e f i c i t remained a major i s s u e , 

sh was a t t e n d i n g a j o i n t m eeting o f Congress t h a t day a t 
be p r e s e n t i n g p r o p o s a l s f o r c o n t a i n i n g the d e f i c i t w i t h i n 

s r״ e q u i r e d by the Gramm-Rudman l e g i s l a t i o n . T h i s f i g u r e 
!;umpaicu w\^th a d e f i c i t of $160 b i l l i o n i n the pres e n t y e a r . The 
apparent e x t e n t of the proposed r e d u c t i o n was, however, to some e x t e n t 
i l l u s o r y . F i r s t l y a 10 per cent margin was p e r m i t t e d , which i m p l i e d the 
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c i t of $110 b i l l i o n . The Gramm-Rudman p r o v i s i o n s 
the budget as p r e s e n t e d , not i t s outcome. The 

kd on o p t i m i s t i c growth f o r e c a s t s and a l s o assumed 
e s t r a t e s , an assumption not w h o l l y c o n s i s t e n t 

G7. F i n a l l y the p r o v i s i o n s d i d not bear on 
ion s t a k e n i n the cou r s e of the y e a r , 
d. I f they d i d not prove s u c c e s s f u l a 

For t h e reasons he had o u t l i n e d i t was 
c t i o n i n the U n i t e d Stes budget d e f i c i t 

The d e f i c i t would however be reduced 
^ d i r e c t i o n . I t was l e s s c l e a r t h a t 

f o l l o w i n g y e a r s . 

THE CHANCELLOR OF THE EXCHEQUER MpC^V t o say t h a t the second main a r e a 
_ . >c י S Ο Γ f חוחו n ry-ij Δ η 1 * ״ ^ -t ״ -* _ו _ j _ י _ \ . 1 o r d i s c u s s i o n a t the G7 meeting ηad^tf^e 

of new p r o p o s a l s i n t h i s a r e a were ׳ 
forward by the French a u t h o r i t i e s , 
w i s h to b r i n g forward a t the J u l y Ε 
u n s a t i s f a c t o r y . Some e v o l u t i o n of the 
be n e c e s s a r y and i t was to be hoped t h a £ v 

reached upon i t a t the S p r i n g meeting o f the I n t e r i m Committee of the 
I n t e r n a t i o n a l Monetary Fund. A major i s s u e was the need t o ward o f f 

the debt s t r a t e g y . A number 
l y being canvassed. Those put 
r e s i d e n t M i t t e r r a n d might w e l l 

;umit, were p a r t i c u l a r l y 
•sting s t r a t e g y would however 
measure of agreement could be 

p r e s s u r e s f o r a s h i f t of r e s p o n s i b i l i t y f o r t h 
commercial banks to the p u b l i c s e c t o r . The co 
e f f e c t i v e l y stopped new l e n d i n g a l t h o u g h they 
i n t e r e s t payments by debtor c o u n t r i e s . F o r the 
c o u n t r i e s appeared i n some cases to have l o s t the 
a p p r o p r i a t e p o l i c y adjustments. The i n c r e a s e i n pu 
involvement i n p a r t r e f l e c t e d I n t e r n a t i o n a l Monetary 
I n t e r n a t i o n a l Bank f o r Research and Development programing 
much g r e a t e r e x t e n t i t d e r i v e d from t h e a c t i v i t i e s of E x ^ 
Agencies whose exposure was g e t t i n g s t e a d i l y g r e a t e r . I n 
the U n i t e d Kingdom's E x p o r t C r e d i t Guarantee Department, 
r e l a t i o n to c o u n t r i e s i n v o l v e d i n debt r e s c h e d u l i n g arrange 
amounted to some £10i b i l l i o n . T h e r e was a major requirement 
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to reduce the o v e r a l l l e v e l of indebtedness and to f i n d ways, 
c o l l e c t i v e l y and w i t h i n i n d i v i d u a l c o u n t r i e s , t o c o n t r o l the growth o f 
exposure by Exp o r t C r e d i t A g e n c i e s . 
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REIGN AND COMMONWEALTH SECRETARY s a i d t h a t the i s s u e o f 
1mpor^^OJ>hormone t r e a t e d meat had been d i s c u s s e d on the p r e v i o u s day 
i n t h e C ^ t f J ^ i c i l of the G e n e r a l Agreement on T a r i f f s and T r a d e . The 
p r o s p e c t ^ / j y ^ a r e s o l u t i o n o f t h i s d i s p u t e a t prese n t looked somewhat 
more ho p ^ J u l w i t h i n d i c a t i o n s t h a t the U n i t e d S t a t e s might be l o o k i n g 
f o r a way out through n e g o t a t i o n and not r e t a l i a t o r y measures. He would 
be d i s c u s s i n g the q u e s t i o n w i t h the U n i t e d S t a t e s S e c r e t a r y o f S t a t e , Mr 
Baker, on 12 Fe b r j i a ^ y . 

THE CHANCELLOR OF THE EXC 
by the Comission f o r a 15 
European Community ( E C ) r e s 
The danger of such p r o p o s a l s 
f i n a n c i a l markets w i t h i n t h e 
Europe a l t o g e t h e r . 

s a i d t h a t proposals had now been t a b l e d 
n t w i t h h o l d i n g t a x on i n t e r e s t p a i d by 

to r e s i d e n t s of oth e r EC c o u n t r i e s . 
£ o n l y of damage to i n d i v i d u a l 
t y but t h a t c a p i t a l would l e a v e 

I n a s h o r t d i s c u s s i o n i t was r e c a l 
a n x i e t i e s f e l t by F r a n c e and some 
e f f e c t s of implementation o f the f i n a ' 
The U n i t e d Kindom had, however, a l r e a d 
w i thout t h e r e being a t a x on s a v i n g s a 
have not h i n g to do w i t h such a t a x . I t w 
to f i n d s o l u t i o n s t o t h e i r c o n c e r n s . The Community should aim t o 
i n c r e a s e freedom, not to i n c r e a s e r e g u l a t i o n 
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