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NTARY 

Bill 

1 The Cabinet were informed of the b u s i n e s s to be taken i n the House 
of Commons i n the f o l l o w i n g week and t h a t , s u b j e c t to the pro g r e s s of 
b u s i n e s s , the House would r i s e f o r the E a s t e r Adjournment on Thursday 
23 March u n t i l Tuesday 4 A p r i l . 

.SECRETARY OF STATE FOR THE ENVIRONMENT s a i d t h a t Committee Stage i n 
use of Commons of the Water B i l l was due to be completed on the 
,ng Tuesday. While t h i s had gone v e r y s u c c e s s f u l l y , w i t h no 

s being c a r r i e d a g a i n s t the Government, the p u b l i c ' s a t t i t u d e 
he B i l l had been coloured by a s e r i e s of a l a r m i s t s t o r i e s , 
i m p l i c a t i o n s of p r i v a t i s a t i o n . I n f a c t , the Government had an 
case to make and i t would be v e r y h e l p f u l i f c o l l e a g u e s could 

— o p p o r t u n i t y i n t h e i r speeches over the next few weeks to draw 
a t t e n t i o n to the b e n e f i t s of water p r i v a t i s a t i o n . Among the main p o i n t s 
to make were that^ t h e Water B i l l was the l a r g e s t ever e n v i r o n m e n t a l 

Vl Ω p ־rt Vl t ו V1 י rt τ · -־• י י r o t e c t i o n me 
would b r i n g a 
p r o v i d e r . Wat 
b i l l i o n by the 
improvements whic 
would i n e v i t a b l y d r j ^ 
s e e k i n g to make c a p i 
charges would be d i r e c t f 
argument was f a l l a c i o u 
p r o t e c t i o n measures wouT 
i n d u s t r y was p r i v a t i s e d , 
of making water s l i g h t l y cti 
the c a se under e x i s t i n g a r r a 

and t h a t one of the main improvements which the B i l l 
u l d be the s e p a r a t i o n of the r o l e s of r e g u l a t o r and 

orhhanies would be r e q u i r e d to meet c o s t s of around £3 
he c e n t u r y as a r e s u l t of v a r i o u s environmental 
r e q u i r e d under European Community law, and t h i s 

water c h a r g e s . The Opposition had been 
of t h i s by c l a i m i n g t h a t any i n c r e a s e d water 
f r i b u t a b l e to p r i v a t i s a t i o n . T h i s l i n e of 

e r , s i n c e the c o s t s of the environmental 
be met r e g a r d l e s s of whether the water 
t i s a t i o n would i n f a c t have the e f f e c t 
or the consumer than would have been 

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

a. While the Water B i l l haiifeUM^handled v e r y s k i l f u l l y i n 
P a r l i a m e n t , t h e g e n e r a l p u b l i c a a npAued to be s c e p t i c a l about 
water p r i v a t i s a t i o n . I n descriofcwg the b e n e f i t s which the Water 
B i l l would b r i n g about, i t w o u l d ^ n e c e s s a r y a l s o t o make out the 
case f o r p r i v a t i s a t i o n i t s e l f . Among the p o i n t s t o make i n t h a t 
c o n t e x t were t h a t p r i v a t e s e c t o r w a t e r companies would be much 
b e t t e r p l a c e d to o b t a i n c a p i t a l f i n a n c e y ^ S ^ i , w h i l e i t was t r u e 
t h a t such companies would be monopoly sLcplvfers w i t h i n t h e i r own 
a r e a s , the need t o compete f o r c a p i t a l l h ^ t J e ^ i a r k e t would provide 
a powerful i n c e n t i v e towards a c h i e v i n g goai^mkaement; and t h a t 
a l l o w i n g employees to hold shares i n the 
worked would improve t h e i r m o t i v a t i o n . I t wou/jK 
to remind the p u b l i c t h a t around 25 per cent ο ΐ ^ 
a l r e a d y s e r v e d by water companies which were i n t 
the p r i v a t i s a t i o n of the p u b l i c s e c t o r water u t i l 
d i d not r a i s e any new i s s u e s of p r i n c i p l e . I t was 
i n F r a n c e , under a s o c i a l i s t government, water remain 1 

p r i v a t e c o n t r o l . 

f o r which they 
be important 

,opulation was 
vate s e c t o r : 
h e r e f o r e 

th a t 
,er 



1 CONFIDENTIAL I 

b. Opponents of the Water B i l l had sought to argue t h a t a l l e g e d 
d e f i c i e n c i e s i n e x i s t i n g water and sewerage s t a n d a r d s demonstrated 
the r i s k s o f moving p u b l i c s e c t o r water u t i l i t i e s i n t o the p r i v a t e 
s e c t o r . T h i s l i n e of argument ought to be stood on i t s head, 
however, s i n c e any such d e f i c i e n c i e s s e r v e d to show t h a t the 
e x i s t i n g arrangements were not working p r o p e r l y and needed to be 
improved. 

c. The S e c r e t a r y of S t a t e f o r the Environment had examined the 
r o p o s a l s by the p r i v a t e s t a t u t o r y water companies (SWCs) to 
c r e a s e w a t e r charges by up to 30-70 per c e n t , and as a r e s u l t the 

ent i n d i c a t i o n s were t h a t a number of SWCs would s i g n i f i c a n t l y 
- j r a t e t־heir proposed i n c r e a s e s . The SWCs had p r o f e s s e d 

^W^fje^lves to be a p p a l l e d by the l i n k which had been drawn i n some 
q < ^ t e r s between t h e i r proposals f o r v e r y high i n c r e a s e s i n charges 
ancV the Government's plans to p r i v a t i s e the water i n d u s t r y , but the 
f a c t remained t h a t the SWCs' behaviour had been most u n h e l p f u l . 
Under the-L^w as i t stood, SWCs were not a l l o w e d to b u i l d up 
r e s e r v e ^ v i r r 3 i \ t h i s had l e d them t o n e g l e c t e s s e n t i a l maintenance 
work. TO<i%Vpifcer B i l l would i n t r o d u c e a f a r more a p p r o p r i a t e 
r e g u l a t o r y ffegfoe f o r these companies. 

d. The s e t 
had been i s s u e 
c o n t r a r y t o the 

k f l e t s e n t i t l e d the Environment i n T r u s t , which 
previous day, brought out c l e a r l y t h a t , 
;sion which some people had sought to convey, 

the U n i t e d Kingdom^ 
m a t t e r s compared 
c o u n t r i e s . The con 
which was b e i n g h e l d 
due t o be a t t e n d e d by 
from 115 c o u n t r i e s , wou 
concern f o r e n v i r o n m e n t a l 

ord over a wide range of e n v i r o n m e n t a l 
ourably w i t h t h a t of o t h e r European 

on the p r o t e c t i o n of the ozone l a y e r 
on i n the f o l l o w i n g week and which was 
r e s e n t a t i v e s , i n c l u d i n g 80 M i n i s t e r s , 

e r u n d e r l i n e the U n i t e d Kingdom's 

j s s i o n , s a i d t h a t i t was 
(e every e f f o r t over the 

^ t s among the g e n e r a l p u b l i c 
R>n. The S e c r e t a r y of S t a t e f o r 

b r i e f i n g m a t e r i a l f o r both 

THE PRIME MINISTER, summing up t h i 
important t h a t the Government shoul 
f o l l o w i n g few weeks to seek to d i s p e l 
about the b e n e f i t s of water p r i v a t i s a ' l 
the Environment should c i r c u l a t e c o n c i t . 
M i n i s t e r s and Government backbenchers which s e t out the key arguments i n 
favour of the measures con t a i n e d i n the Water B ^ l l , t a k i n g account of 
the p o i n t s made i n d i s c u s s i o n . The s e r i e s οδ^"δγ£ l e t s on the 
Environment i n T r u s t which had been i s s u e d t ^ j s ^ ^ s t i o u s day were a model 
of t h e i r k i n d . 

The C a b i n e t -

1. Took note, w i t h a p p r o v a l , of the Prime Mm 
of the d i s c u s s i o n and i n v i t e d the S e c r e t a r y of S t a 
Environment to be guided a c c o r d i n g l y . 

summing up 
the 



fcogress of 
Business i n 

• t e House 
Κ Lords 

• e l e c t 
lommittee 
ieport on 
iurkhas 

THE SECRETARY OF STATE FOR TRANSPORT s a i d t h a t the European Commission 
had put forward proposals to impose a time l i m i t on the U n i t e d Kingdom 
and R e p u b l i c of I r e l a n d d e r o g a t i o n s from c e r t a i n European Community ( E C ) 
requirements on the a l l o w a b l e w e i g h t s and dimensions o f heavy l o r r i e s . 
The U n i t e d Kingdom p o s i t i o n had c o n s i s t e n t l y been t h a t many of i t s 
r i d g e s were not s t r o n g enough to c a r r y v e h i c l e s of the weight sought by 

Commission. The f o l l o w i n g Wednesday's debate i n the House of 
10ns was on a motion to take note o f the r e l e v a n t EC document and to 

( r t the Government's i n t e n t i o n t o ens u r e t h a t a premature end date 
derogation was not imposed on the United Kingdom. T h i s was 

to s t r e n g t h e n the Government's hand a t the meeting of the EC 
C o u n c i l on 14 March, when the a l l o w a b l e weights on s m a l l e r 

I d come under p a r t i c u l a r a t t e n t i o n . There were problems 
<)ited Kingdom's room f o r manoeuvre i n the longer terms, and 
!ent's p o s i t i o n would come under g r e a t e r p r e s s u r e i n the 

, v d u r i n g the second h a l f of the y e a r . The Government's 
n e g o t i a t i n g p o s i t i o n was c o n s t r a i n e d by c e r t a i n c o n s i d e r a t i o n s of 
Community law and he was i n c o n s u l t a t i o n w i t h the Law O f f i c e r s about 
t h i s . 

^1at the t h r e e B i l l s i n the p r e s e n t s e s s i o n 
s had now come up to the Lor d s from the 
v i o u s week the S e c u r i t y S e r v i c e B i l l had 

Reading debate under the Lord 
P r e v e n t i o n of T e r r o r i s m (Temporary 
s Committee Stage. The Opposition's 

e x c l u s i o n orders form the l a t t e r 

THE LORD PRIVY SEAL 
t h a t bore on s e c u r i t 
House of Commons. I n 
had a v e r y s a t i s f a c t o r y 
C h a n c e l l o r ' s o v e r s i g h t , a' 
P r o v i s i o n s ) B i l l had com 
attempt to d e l e t e the p r o v i 
B i l l had been e a s i l y r e p e l l e 
b eing f o r the Government. The 
B i l l would take p l a c e on the fo 
being made to m a r s h a l l a weighty 
to speak i n favour of the B i l l . 

a l l the cross-bench v o t e s save one 
Reading of the O f f i c i a l S e c r e t s 
Thursday, and e v e r y e f f o r t was 

4dy/&i experienced and re s p e c t e d peers 

THE SECRETARY OF STATE FOR DEFENCE s a i d t h a t the r e p o r t on Gurkhas by 
the S e l e c t Committee on Defence would be p u b l i 
substance of the r e p o r t was not f a r d i s t a n t f| 
t h i n k i n g , the S e l e c t Committee a l s o c r i t i c i s e 
o f f i c i a l s f o r not being more f o r t h c o m i n g i n the 
c r i t i c i s m was t o t a l l y u n j u s t i f i e d , s i n c e the i n f 
S e l e c t Committee, and denied t o them, r e l a t e d to 
ad v i c e t h a t o f f i c i a l s had o f f e r e d t o M i n i s t e r s , 
understood reasons why the Government r e f u s e d to d i v 
t h a t k i n d , and he proposed to h o l d f i r m l y to the accept 
m a t t e r s . H i s immediate response t o the S e l e c t Committe 
not only give the u s u a l u n d e r t a k i n g t h a t the Government w' 
c a r e f u l l y , but would a l s o s t r e s s t h a t i t r a i s e d wider i s s u 
r e l a t i o n s w i t h S e l e c t Committees. 

t h a t day. W h i l s t the 
e Government's own 

part m e n t 1 s 
ence. T h i s 
η sought by the 

r e of the 
w e l l 
ormation of 
e on these 

t would 
udy i t 
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THE PRIME MINISTER s a i d t h a t i t was e s s e n t i a l t h a t S e l e c t Committees' 
attempts to o b t a i n a c c e s s to a d v i c e o f f e r e d to M i n i s t e r s should c o n t i n u e 
to be r e s i s t e d . 

The Cabinet -

Took note, 

paymen 
markets 

SECRETARY OF STATE FOR THE ENVIRONMENT s a i d t h a t Hammersmith 
C o u n c i l had the p r e v i o u s week asked him to indemnify 
and o f f i c i a l s a g a i n s t p o t e n t i a l c o u r t a c t i o n over v a r i o u s 
a t i n g to the C o u n c i l ' s e l a b o r a t e d e a l i n g on the money 

T h i s approach, which had been s t i m u l a t e d by w arnings o f 
p o s s i b l e i l l e g a l i t y g i v e n to the C o u n c i l by t h e i r a u d i t o r s , was the 
f i r s t t h a t he had known of the m a t t e r , though i t now appeared t h a t the 
a u d i t o r s had fi^׳s־fcvwarned the C o u n c i l as long ago as the p r e v i o u s J u l y . 
The C o u n c i l ha f l f a parent l y been i n d u l g i n g i n s p e c u l a t i o n on the f u t u r e 

es and had a l r e a d y become too deeply i n v o l v e d f o r 
they were f i r s t warned by the a u d i t o r s . The 
a t i v e t r a n s a c t i o n s , which went f a r beyond 

een j u s t i f i e d by r e f e r e n c e to the s t r u c t u r e of 
p l a i n l y i n q u e s t i o n , and he had announced 
,epared to indemnify c o u n c i l l o r s and 

been requested. Even i f he had granted 
ave l e g a l i s e d the a c t i o n s of the C o u n c i l 

l l e g a l ; and he t h e r e f o r e c o u l d not have 
i g h t be taken a g a i n s t the C o u n c i l , 
f f i c i a l s would not o n l y have been open 

would have pre-empted by 

course of i n t e 
an easy withdraw 
l e g a l i t y of t h e s e 
a n y t h i n g t h a t migh 
the C o u n c i l ' s own de 
t h a t week t h a t he was 
o f f i c i a l s i n the way t h 
the i n d e m n i t i e s he c o u l d 
i f the payments were, i n 
prevented any o t h e r a c t i o n 
Indemnifying the C o u n c i l l o r 
to j u s t c r i t i c i s m as a whitew 
a d m i n i s t r a t i v e a c t i o n a judgmerf 
The r a t e p a y e r s had a g r e a t i n t e r 
the p o s s i b l e s h o r t f a l l had been es 
I t was u n l i k e l y t h a t many l o c a l au 
same way as Hammersmith and Fulham 
t r a n s a c t i o n s had been undertaken by 0 

should be t a k e n by the c o u r t s , 
the outcome of the m a t t e r , s i n c e 

to be as h i g h as £60 m i l l i o n , 
l e s had been s p e c u l a t i n g i n the 

he understood t h a t s i m i l a r 
C o u n c i l . W h i l s t the behaviour 
med to be so e x t r a o r d i n a r i l y of the Hammersmith and Fulham C o u n c i l s> 

r e c k l e s s as t o c o n s t i t u t e a s c a n d a l of monumental p r o p o r t i o n s , i t was 
most important t h a t the Government should stand_back from the matter a t 
the present s t a g e and a l l o w i t to be d e a l t wi 
arrangements and l e g a l p r o c e s s e s , and M i n i s t ( 
i n any p u b l i c comment not to go beyond the terms 
statement. The n e x t s t e p , which was expected i r 
two, would be f o r the a u d i t o r to take the C o u n c i l 

The C a b i n e t -

Took note. 

\der the normal a u d i t 
i l d be v e r y c a r e f u l 

\is own p u b l i c 
) l l o w i n g week or 

j r t . 

(CONFIDENTIAL) 



3. THE FOREIGN AND COMMONWEALTH SECRETARY s a i d t h a t a l l the B r i t i s h 
Embassy s t a f f had l e f t T e h ran s a f e l y and the I r a n i a n Charge d ' A f f a i r e s 
here had r e t u r n e d to Tehran on 28 F e b r u a r y . Sweden would be the 
p r o t e c t i n g power i n T e h r a n f o r B r i t i s h i n t e r e s t s . The I r a n i a n 
P a r l i a m e n t had voted on 28 F e b r u a r y t o break r e l a t i o n s w i t h the United 
Kingdom the f o l l o w i n g week i f the Government did not meet c e r t a i n 
D nditions. I n p r a c t i c e t h i s made no g r e a t d i f f e r e n c e to the de f a c t o 
j t e of a f f a i r s s i n c e B r i t a i n ' s r e l a t i o n s h i p w i t h I r a n was a l r e a d y 
!ended. The S o v i e t F o r e i g n M i n i s t e r , Mr Eduard Shevardnadze, had 

1 v i s i t to I r a n : i t seemed on bala n c e u n l i k e l y t h a t Mr Shevardnadze 
tased the Salman Rushdie a f f a i r w i t h the I r a n i a n s i n the terms t h a t 

had asked him to do. Meanwhile e f f o r t s c o n t i n u e d . t o s u s t a i n 
Western s t a n c e i n the f.ace o f I r a n i a n t h r e a t s . Although 

<V£eKmany and the U n i t e d S t a t e s were being v e r y s u p p o r t i v e , t h i s 
a e g r e ^ p ^ ^ o l i d a r i t y would not l a s t i n d e f i n i t e l y . The Government were 
a l s o s e e k i n g support from Muslim l e a d e r s i n other c o u n t i r e s . He h i m s e l f 
has spoken to the I n d i a n and P a k i s t a n F o r e i g n M i n i s t e r s r e c e n t l y who had 
both responded s y m p a t h e t i c a l l y , no doubt p a r t l y w i t h t h e i r own 
r e s p e c t i v e dome^-Mx s i t u a t i o n s i n mind. Other I s l a m i c c o u n t r i e s were 
a l s o p l a y i n g / / s e n s i b l e and r e s t r a i n i n g r o l e even i f i t was too much t o 
hope f o r d e c l a < ^ L J ^ i r 6 o f support f o r B r i t a i n ' s s t a n c e . He was hopefu l 
t h a t w i t h a p p r o p r i a t e ! advance l o b b y i n g the meeting of the O r g a n i s a t i o n 
of I s l a m i c C o n f e r ^ M ^ ^ o n 13-14 March would s t r i k e a moderate note. 

C o n t i n u i n g , THE FOR 
had no a l t e r n a t i v e b 
p r i n c i p l e of f r e e speec 
o t h e r s , t o g e t h e r w i t h t 
S e c r e t a r y and the S e c r e t ^ 
r e c e n t l y made h e l p f u l s t a t 
a u diences. As f o r the d i r e 
d i p l o m a t i c p o s t s abroad had 
a u t h o r i t i e s had been asked to 
a v i a t i o n around the world. The 

COMMONWEALTH SECRETARY s a i d the Government 
i n t a i n i t s p r e s e n t i n s i s t e n c e on the 
l e r e a f f i r m i n g r e s p e c t f o r the b e l i e f s of 

f o r normal r e l a t i o n s w i t h I r a n . The Home 
t a t e f o r E d u c a t i o n and Science had 
al o n g these l i n e s to domestic 
a t t o l i v e s and p r o p e r t y , B r i t i s h 

on a l e r t , and the r e s p o n s i b l e 
r o t e c t i o n f o r B r i t i s h c i v i l 

a v i a t i o n arouna me w11״.u. 1״c verfnb^Attack a g a i n s t the B r i t i s h C o u n c i l 
i n K a r a c h i on 26 F e b r u a r y appeare<^?<£j1ave been the work of the I r a n i a n 
R e v o l u t i o n a r y Guards: r e p o n s i b i l i t f ^ & ^ y o t h e r r e c e n t a t t a c k s was 
u n c l e a r . Mr Rushdie h i m s e l f was c o n ^ ^ i ^ p l g to r e c e i v e a high degree of 
p r o t e c t i o n . There was a l s o a t h r e a t ™^public b u i l d i n g s . He had asked 
o f f i c i a l s to make an a p p r a s i a l of w h a t M u r t h e r a c t i o n might be n e c e s s a r y 
i f the c r i s i s worsened and would c i r c u l a t e recommendations to c o l l e a g u e s 
v e r y soon. 

THE HOME SECRETARY s a i d t h a t l e a d e r s o f Musi 
Kingdom, w h i l e c o n t i n u i n g to c o n t a i n t h e i r dem 
law, f e l t f r u s t r a t e d by t h e i r l a c k of a b i l i t y t' 
They were a s k i n g f o r a change i n the law on blasp 
extended to I s l a m . I n h i s view i t would be a mist 
to reopen t h i s q u e s t i o n . There had been no Crown pn 
law of blasphemy s i n c e 1922 and the l a s t p r i v a t e prosec 
1977. The m a j o r i t y of the Law Commissioners had f a v o u i 
the o f f e n c e . T h e r e remained a p o s s i b i l i t y t h a t someone 
b r i n g a p r i v a t e p r o s e c u t i o n under the e x i s t i n g law a r g u i n 

i o n i n the United 
ions w i t h i n the 
t the s i t u a t i o n , 
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l i t i o n o f 
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l e n j z u e l a 

F u n e r a l o f 
Emperor 
H i r o h i t o o f 
Japan 

p r o v i s i o n s c o u l d be h e l d a l r e a d y t o appl'y t o I s l a m , but he was a d v i s e d 
t h a t any such a c t i o n was l i k e l y to f a i l i n the c o u r t s a t an e a r l y s t a g e . 
There was l i t t l e a l t e r n a t i v e but t o l i s t e n p a t i e n t l y t o e x p l a n a t i o n s 
from Muslim communities i n B r i t a i n as to why they were so offended by Mr 
Rushdi e ' s book, w h i l e u r g i n g them to remain w i t h i n the law. 

a b r i e f d i s c u s s i o n i t was pointed out t h a t d e s p i t e the widespread 
u s i o n t h a t the S o v i e t Union under the l e a d e r s h i p of P r e s i d e n t 
,achev f a v o u r e d freedom of e x p r e s s i n , the R u s s i a n s had i n f a c t 

:d t o a l i g n themselves p u b l i c l y w i t h the West i n s t a n d i n g up f o r 
n c i p l e of f r e e speech and opposing death t h r e a t s , and had l o s t no 
se n d i n g the S o v i e t F o r e i g n M i n i s t e r t o Te.hran f o r t a l k s w i t h 

Khomeini. The debate about whether to change the law of 
»^ould no doubt c o n t i n u e . But i t was noteworthy t h a t i n the 

r ־׳ e c e n t f i l m which many C h r i s t i a n s had found o f f e n s i v e , the 
had not argued f״ o r p r o s e c u t i o n under the law o f blasphemy, but 

had s i m p l y a d v i s e d people not to go to see the f i l m . There was a l s o a 
danger, i f the p u b l i c argument continued a t the p r e s e n t p i t c h , o f a 
b a c k l a s h from M r t f e n i i s t non-Muslim o p i n i o n i n the U n i t e d Kingdom. Those 
who had been e / f f f i x i e n t l y a t t r a c t e d to come and l i v e h e r e by the degree 
of freedom i n ^ J k j ^ ^ q u n t r y had to accept the i m p l i c a t i o n s of freedom. 

THE FOREIGN AND COMM 
w i t h Mr T e j e r a , the Fo 
when they had met a t t h 
The i n t r o d u c t i o n of econ 
s e r i o u s r i o t i n g t h e r e and 
s i t u a t i o n now seemed t o be 
c i t i z e n s were b e i n g a d v i s e d 
These e v e n t s showed how d i f f i 
sound economic p o l i c i e s . 

SECRETARY s a i d t h a t he had had a d i s c u s s i o n 
i n i s t e r of the new Venezuelan Government, 

i n Tokyo of Emperor H i r o h i t o of Japan, 
^asures i n Venezuela had s i n c e l e d to 

l a r a t i o n of a s t a t e of emergency. The 
c o n t r o l although U n i t e d Kingdom 

^ t r a v e l t h e r e f o r the time b e i n g , 
was i n L a t i n Amercia to i n t r o d u c e 

THE FOREIGN AND COMMONWEALTH S E C R E T A R Y i d t h a t the f u n e r a l o f Emperor 
H i r o h i t o o f Japan the p r e c e d i n g week had been a m a s s i v e and i m p r e s s i v e 
o c c a s i o n . I t was probably the l a r g e s t t u r n -
the f u n e r a l of Queen V i c t o r i a . C o n s i d e r i n g 
the i s s u e i n the U n i t e d Kingdom, B r i t i s h h i 
proved r e l a t i v e l y u n c o n t r o v e r s i a l . T h i s had 
of the U n i t e d S t a t e s P r e s i d e n t , Mr George Bush 
Duke of Edinburgh had judged h i s p a r t i c i p a t i o n w 
the B r i t i s h Commonwealth War Graves cemetery a t Yo 
been p o s s i b l e to comply w i t h the r e q u i r e d c o u r t e s i e 
and t o emphasise the t r a n s i t i o n of the o l d Japan t o t h 
had had u s e f u l meetings w i t h the Japanese Prime M i n i s 
T a k e s h i t a , and the Japanese F o r e i g n M i n i s t e r , Mr Sosuk 

of w o r l d l e a d e r s s i n c e 
[omestic s e n s i t i v i t y of 

attendance had 
lped by the presence 

o y a l Highness the 
had a l s o v i s i t e d 
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f u n e r a l ceremony had been an a f f a i r of a n t i q u e , m y s t i c and med i e v a l 
elements, c o n t r a s t i n g s t r a n g e l y w i t h the morning c o a t s and u m b r e l l a s of 
today's Japanese Royal F a m i l y . 

FOREIGN AND COMMONWEALTH SECRETARY s a i d t h a t t h e r e had been a good 
e r e a t the Anglo-French Summit on 27 February although l i t t l e 

n t i v e progress had been a c h i e v e d . F r a n c e was r e a s o n a b l y c l o s e to 
y ^ : e d Kingdom on the q u e s t i o n of modernisation of s h o r t range 

n u v f e a ^ ^ f o r c e s but i t s p o s i t i o n c o n t a i n e d a m b i g u i t i e s and even 
c o n u ^ ^ ^ ^ i o n s . 

THE SE&fe££RY OF STATE FOR DEFENCE s a i d t h a t he had s i n c e spent two days 
w i t h theoFrench Defence M i n i s t e r , Monsieur P i e r r e Chev%neraent d u r i n g 
which the French s i d e had been more forthcoming than i n the p a s t . The 
French Government a p p a r e n t l y s t i l l b e l i e v e d t h a t they c o u l d o f f e r an 
air-to־surface s**nd-off m i s s i l e as a replacement f o r B r i t a i n ' s f r e e 
f a l l n u c l e a r h/^ETsArtiich would meet B r i t i s h s p e c i f i c a t i o n s . He had s a i d 
t h a t he would \qs^r3£3Hw t o c o n s i d e r the d e t a i l s of any such p r o p o s a l but 
he remained s c e p t ^ c a ^ J a b o u t whether these would r e a l l y measure up to 
B r i t i s h needs. 

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

a. D e s p i t e P r e s i d 
t h a t the problem ov 
Ni s s a n UK L i m i t e d 
U n i t e d Kingdom b u i l t 
o v e r a l l quota f o r N i s s 
disposed to l e a v e t h i s 1YS 
correspondence w i t h the F 
adopted d e l i b e r a t e l y ambigu 
mnai n t a i n the U n i t e d Kingdom' 
r e l a t i o n s h i p to p o s s i b l e f u t u 

, i t t e r r a n d ' s a ssurances a t Mont S t M i c h e l 
e x p o r t to France of c a r s manufactured by 
u l d be r e s o l v e d , i t had emerged t h t 

were being counted a g a i n s t F r a n c e ' s 
r t s . The P r e s i d e n t seemed now 

Prime M i n i s t e r Rocard. I n h i s 
^Secretary Monsieur Rocard had 

guage. I t was important to 
t i o n not l e a s t g i v e n i t s 

^ t f j f i f a n e s e investment i n t h i s 
c o u n t r y . The p o i n t had alr e a d y y h e ^ ^ m a d e t h a t the e f f e c t o f the 
Fr e n c h a c t i o n c o u l d be t o d r i v e ^jroanese investment to Sweden s i n c e 
l o c a l content of 60 per c e n t was s u f f i c i e n t t o permit duty f r e e 
import i n t o the Community of c a r s produced i n European F r e e Trade 
A s s o c i a t i o n c o u n t r i e s . More g e n e r a l l y i t was noted t h a t i n r e c e n t 
d i s c u s s i o n s i n Tokyo i t had become cleav ^ f c i w t the I t a l i a n 
a u t h o r i t i e s would r a i s e l e s s o b j e c t i o n «ג NIWK e x p o r t s i f they were 
g i v e n an assura n c e t h a t more Japanese inv5V£flJ3t)tf: would go to I t a l y . 
The French a u t h o r i t i e s might have a simila\^£aM>ulation i n mind. 
There was no doubt t h a t Japan had a pre f e r e n c ^ i f y b r investment i n 
the United Kingdom on language and other g r o u n / e ^ ^ T h e r e was 
i n c r e a s i n g e vidence o f resentment i n other mem 
Community of t h i s p o s i t i o n and a r e a d i n e s s accord 
i s o l a t e the United Kingdom. I t seemed u n l i k e l y t 
Government would change t h e i r s t a n c e unless o t h e r 
m o b i l i s e d . A r e f e r e n c e t o the European Court of J u s 
be r u l e d out. 
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b. There was a good d e a l of d i s q u i e t among French l e a d e r s about 
whether i t would prove p o s s i b l e f o r the F e d e r a l German C h a n c e l l o r 
to win h i s 1990 e l e c t i o n s and s t a y i n o f f i c e a g a i n s t the background 
of the r e s u l t s i n r e c e n t e l e c t i o n s i n B e r l i n . C h a n c e l l o r K o h l ' s 
own p o s i t i o n on the i s s u e of m o d e r n i s a t i o n v a c i l l a t e d and c u r r e n t l y 
seemed to l e a n more i n the d i r e c t i o n of h i s F o r e i g n M i n i s t e r , 
H e r r Genscher. T h e r e were s i g n s too t h a t the new U n i t e d S t a t e s 
A d m i n i s t r a t i o n d i d not w i s h to f o r c e the pace. On the o t h e r hand, 

i / i / i t was q u i t e wrong to a l l o w o p p o s i t i o n p a r t i e s such as the German 
^ ^ ^ ^ f i o c i a l Democrats to s e t the agenda of the p u b l i c debate. A f a i l u r e 

the North 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 to t a k e a t i m e l y d e c i s i o n 
o d e r n i s a t i o n would be seen a s a s i g n of weakness. 

Ε i f t ^ ^ M I N I S T E R , summing up the d i s c u s s i o n , s a i d t h a t the S e c r e t a r y 
of S t a ^ ^ f j a r t r a d e and I n d u s t r y should pursue u r g e n t l y w i t h the European 
Commiss\im and through the European C o u r t , i f n e c e s s a r y , the c u r r e n t 
F r e n c h a r r i t u d e over the a d m i s s i o n to F r a n c e of N i s s a n c a r s b u i l t i n 
B r i t a i n . 

The C a b i 

Took note, 
I n d u s t r y to 
up of t h e i r d 

.ted the S e c r e t a r y of S t a t e f o r Trade and 
as i n d i c a t e d i n the Prime M i n i s t e r ' s summing 

i o n . 

4. THE SECRETARY OF STA1 

by S i r John Hoskyns, the D 
a t the I n s t i t u t e ' s Annual 
o v e r s t a t e d and i n a l a r g e num 
the more s u r p r i s i n g g i v e n t h e 
S t e e r i n g Group on the 1992 progr 
of i t s meetings, when he had g i v e n 
e x p r e s s e d . The e x p l a n a t i o n f o r th 
be a w i s h to g a i n p u b l i c i t y f o r h i s 

The C a b i n e t -

TRADE AND INDUSTRY s a i d t h a t the speech 
G e n e r a l of the I n s t i t u t e of D i r e c t o r s , 
ce on 28 February had been i l l judged, 

r e s p e c t s misconceived. I t had been 
G e n e r a l ' s membership of the 

i n c e 1987, and attendance a t most 
i n d i c a t i o n of the views he had now 

e p t a b l e performance appeared to 
^ ^ ^ a d d r e s s as D i r e c t o r G e n e r a l . 

Took note. 
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