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1. The Cabinet were informed of the business to be taken in the
House of Cammons in the following week.

the efficient use of electricity and empowered the
of State to refuse or to amend any applicatiocn for
creases or for major capital projects. The first part

DS did no more than replicate a provision in the
' lic electricity supply licence, but the second part
ﬁaﬂt essential principle of the Bill that the
Director General of Electricity Supply, rather than the
Secretary of State, would be responsible for approving increases
ici 9 The amendment to the Water Bill on
had been defeated scught to provide that,
--—_.ﬂ‘ by the Secretary of State which had
Q ‘ththeEuropeanConmlssmnc:rwasno later

ity drinking water directive was
ermment was cammitted to complying
> set a totally unrealistic
p beenmexpectedbecausa it had
appearedthattheOppos ould not seek to contest either of
the amendments. The o--o~.----‘ﬂ had until that week secured no
significant c:hange.stoel , and it was now clear that
this had led them to mount v e.ffectlvely a Parllame.ntary

House. He would be content for Ggve %

clear that both amendments were or¥able, but it would be
helpful to the further handling of th&* in the House of
Lords to avoid any explicit reference ] '

the amendments.

THE SECRETARY OF STATE FCR THE ENVIRONMENT _\ at it would be
absu.rdtop:tintostatutewhatanmmtedto ineforthe
campletion of the extremely expensive prograns
wmldbereqturedtomeetthedrnﬂungmter i

1993, scame ccould not reasonably be mplemented i1/ 4
then: a requirement for the whole of the directive &
completed by 1993 would be bound to lead to very hi Sile;
in water charges. His Department had earlier that wee :
a letter from the Eurcpean Commissiocner confirming tha
Bill's provisions and the Govermment's stated intentions
their application would together satisfy the Commission, &
that letter would be of great assistance in preparing for
privatisation.

THE PRIME MINISTER, summing up the discussion, said that the
Secretary of State for the Envirorment and the Secretary of
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State for Energy, in consultation with the Lord President of
the Council and the Lord Privy Seal, should arrange for
amendments to be prepared to coverturn the substance of the
amendments passed in the House of Lords.

The Cabinet -

Took note, with approval, of the Prime Minister's
suming up of the discussion and invited the Secretary of
tate for the Envirorment and the Secretary of State for

ergy to proceed accordingly.

ARY OF STATE FOR THE ENVIRONMENT said that, following
tion with the Lord Privy Seal, he proposed to make an
announcement in the following week that the Goverrment would be
the Third Reading of the Football Spectators
of Iords in the week begimning 12 June. This
: age that the widespread violence and
supporters over the previcus weekend would
memories of Members in both Houses. The
bances had clearly had the effect of

2. THE SECRETARY OF STATE FOR EM
unemployment figures for April ouda- 355 published that day.

B &)
'{; by 60,000 to 1.856
ingy fallen by 77,000 to
1.884 million. The rate of unemployment had fallen to 6.5 per
cent, which was the lowest rate since November 1980. It was of
interest, especially in the context of the i debate on the
Sccial Dimension of the Single Eurcpean Mar

the rates in Spain, France, Italy, Belgium, ;1

the Netherlands. The number of pecple in work was 4’;’-
highest ever level. The unemployment rate had co Cived
in all regions, with the largest reductions over the pre
year having occurred in the West Midlands and Wales, £
Yorkshire and Humberside, the North and North West. 6
unemployment was falling more quickly than unemployment
generally. Vacancies, of which there were 220,000 at jab
centres, were contimuing to hold up well. A cause for con

1/4 per cent, continued to be too high. He would also ke
publishing that day figures on working days lost as a result of

2
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industrial disputes which showed that the number of working days
lost in March was provisiocnally estimated at 73,000, which was
the lowest March figure since 1949 and which contrasted with an
average March figure over the previocus 10 years of more than
900,000. The number of stoppages in 1988 was the lowest anmual
total since 1935.

In discussion the point was made that the financial markets
ight interpret the continuing large reductions in unemployment
a sign that the economy was failing to slow down. This
Wred two important factors, however: first, the labour market
Ays lagged behind changes in the rest of the econcmy; and
ecefd the reduction in the seasonally adjusted total for April
(ot icially high because the season adjustment factor did

» for the fact that, for the first time for more than a
Easter holiday had fallen entirely in March.

HEAITH said that the British Medical
_aspecialmeetingonthaprevicusday

e W =--'.-‘ﬁ‘= the satisfactory'corrpletion of

negotiaticns. He would -(:"b y BMA representatives shortly:

the talks were likely to atiyz iderable media attention.

The BMA would try to insist ¥hAg/d i

reform proposals, go back to

funding for the NHS. It was undd

effect the call for ncn-co-operaty

were already helping to implement

became clear wnen proposals to appl

for hespitals began to be firmed up iN\the following month. The

General Medical Services Coammittee ( ) of the BMA was

meeting that day to consider the cutcame of the negotiations on

BMA negotiators

“imittee and he was

contract although there would be same vocal

elements who wished to see the Govermment fo
contract, so encouraging continued cpposition

Service: this would involve a number of strong and @
independently-minded businessmen whose appointment woull

encourage those managers in the Service who were striving
implement the Goverrment's plans for improving the effici
and performance of the NHS. Finally, the debate in the Ho

Commens on the previous Thursday had gone well and he had had ;_%
positive meeting with a number of the Govermment's supporters i

the House the previous day, who had warmly endorsed the /ﬁ

Goverrment's plans.
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D In a brief discussion it was suggested that, especially if the

@GMSC rejected the new GP contract, there would be much to be

said for an advertising campaign designed to set ocut for the
@ benefit of patients the consequences of the new contract for the
/ family doctor service. However, it would be important to ensure
that any such campaign was within the Goverrment's own rules on

advertising and did not have the effect of provoking the GPs

@iﬂm greater oppesition to the contract.

PRIME MINISTER, summing up the discussion, said that it was
rtant that the Goverrment should win the public argument.
, it would need to be considered whether, in the light of
's rules, this cbjective should ke pursued through
ising campaign or other forms of publicity.

inet -

2. Took note, with approval, the Prime Minister's

up of the discussion and invited the Secretary of State for
Health to ider further an advertising campaign, in
consulta ith the Chief Secretary, Treasury, and the

had rejected an application by
an order restraining the
an explanatory leaflet about the
sial review. A decision by the
wuld have had very sericus

‘g{y d be particularly
important for colleagues to ensure t&g v the accuracy of
Goverrment leaflets was very czrefull

that Greenwich Borough Council had itse&lf circulated a leaflet
on the commnity charge containing two blatant untruths, for
which the Council had now been forced to apolegise.

THE PRIME MINISTER said that the Secretary for the
Envirorment was to be congratulated on the

of the affair. %
The Cabinet -

. handl
3. Endorsed the Prime Minister's comments. /@

ing
bolition of =~ THE SECRETARY OF STATE FOR EMPLOYMENT said that the resmut)(z%

he Dock the workplace ballot held by the Transport and General Wor!
abour Scheme Union (TGWU) cover the abolition of the Dock ILabour Scheme was

23
ik
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expectedtobeammmcedwitrﬁnthanexttumdays. A majority
in favour of industrial action seemed likely, although dockers
manumberofsmallerpcrtswereﬂmughttohavevotedagamst
industrial action. Ancther union with members in the docks, the
General and Municipal Workers Union, had not yet balloted. The
High Court hearing of the action challenging the legality of the
TGWU ballot which had been brought by the three major port
employers was due to start that day and likely to take scme 6 to
Strike action before the Whitsun Bank
oliday was therefore unlikely. Mearwhile the Dock Work Bill
making good progress. Committee Stage in the House of
G would be completed that day and Report Stage would take
It was important to keep up the
2um of the Bill, since its passage would provide the most
Ve answer to industrial action.

'IHESEC'RE.TARYOFS]!MEFORTRANSEDRI‘, reporting on industrial
sector, said that the rail unions would
manbersonhﬂustrialactionmthefollcwing
settlement which had been impcsed by
J.twaspossn.ble t‘hattheywctﬂdseek

89) 17.2

differentials of drivers of ons
beginning to weaken, though
unofficial action. Third, the anx 23
provoke a further dispute, but i =,
i had not yet begun. He

would keep colleagues informed of opments.

rise in basic rates backdated to 1 April, a lump s
either £150 or £285, and an additiocnal 1 per cent tg fe
from 1 Octcker to reward merit or to recruit scarce &
those universities which agreed to make greater varia
pay of professors would receive grant for additional
payments, but Cambridge University was the only universi
currently refusing to vary professors' pay. Provided the
dispute was swiftly resolved, there would no longer be any
of universities being unable to award degrees to students
completing their courses during the Summer.

-
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THE CHANCELIOR OF THE DUCHY OF IANCASTER said that the Secretary
of State for Trade and Industry had made clear to the Brewers
Society at a meeting earlier that week that, while it would be
rmassarytoaddxessthepubllcﬂerestlsm&ewhlmthe
Monopolies and Mergers Cammission (MMC) Report on the Supply of
Beer had revealed, he was willing to consider alternmative means
of tackling those matters. The Brewers Society were expected to
bring forward proposals during the following week. Mearwhile,
consumer groups had recently began to mount a campaign in favour
of the MMC's recommendations and, overall, public camment on the

%srepcrtwasstrﬂdmabettarbalmthanhadbemﬂm

a week or so earlier.

3. THE FOREIGN AND COMMONWEALTH SECRETARY said that momentous
events were tagcing place in China. The visit of the Soviet
President, M Mikhail Gorbachev, which represented a healing in
relations betweenThe Soviet Union and China after a thirty year
rift, had coi .-@- the greatest expression of popular
political dissent—s née 1949. It was sad and ironic that a

visit which for thé/fiihese leader, Deng Xiaoping, represented
insamewaysthehi in a long career should have seen
bamners in the stree 'callingo:t'lh:i.mtostepdmn.

The very fact that 33 had taken place was a major
i @‘-- 's foreign policy and in the
-n- ee major cbstacles seen by the
o e reconciliation, namely the
Soviet invasion of Afgha el [ he Vietnamese occupation of
CambodlaarrltlmSavz.ettroop > -~- .» on the Sino-Soviet
border. China was nevertheles ytorema:‘.nwaryofthe
Soviet Union. It was not yet --l- 1P that further progress
would be forthcoming in the sol {2 of the Cambodian problem.
It was unlikely that Sino-Soviet SN ons would return to the
cosiness of the 1950s. On the streefis Peking and cother
cities major demonstrations were stil} -- g played cut. There
had so far been no violent reaction by the Chinese authorities
but the possibility of deaths of hunger strikers could further
raise the tension. The management of events as it was,
seemed to be primarily in the hands of Zhao
conciliatory approach seemed sensible.
unpredictable.

THE FOREIGN AND COMMONWEALTH SECRETARY said that it
historic mcment for Argentina that for the first time

years it had proved possible to replace one President
peacefully through the ballot box. Nevertheless the Peron
victor in the recent elections, Mr Carlcs Menem, represen
worrying prospect both for the future of Argentina and for
Falkland Islands. Mr Menem was not due to take office until

6
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December. But he had earlier made belligerent statements about
the Falkland Islands, which had more recently been scmewhat
toned down, as had his promises about econamic policy. The
United Kingdom commitment to the Falkland Islands should and
would remain firm, and so the prospects for any further
normalisation in relations between the United Kingdom and
Argentina in the near term were poor. Mr Menem had made pre-
electicn threats to expropriate British property in Argentina,
which included two banks and assets belonging to Imperial
Chemcallrrhstrles, quite apart from the question of
debt. There had also been a menacing note in
references to the need for early campletion of
's missile programme Condor. Publicity of this kind,
. inflammatory statements by Mr Menem, might actually
“Ipful in the internmational community. It might help scber
ations of the United States Administration about
this could assist the United Kingdom both in

p 3
Islands, alﬂwughltwasdlstuxbmgthatArgentJmcontumedto
receive assistance fram cother countries in the development of

SECRETARY said that the situation
elections remained generally
lega remained internaticnally isolated
ing down. The lack of support for
f the Organisation of American
for the United States.

no news of cne of the remaining
smcehlsdlsappearancemWest

be likely that he had been only indication of
this so far was a claim by an ' ion calling itself the
Group for the Armed Struggle, but the of their demand
threw doubt on this: theyhaddenmﬁedthereleaseofthcse
held for the murder of a Palestinian

which no one had so far been detained.

that Mr Mann had been the victim of freelancs
'IheBrltlshE:nbassyranamedmcontactmth
still in Beirut. Unfortunately the Pales
Organisation did not appear to have any useful

which enquiries about Mr Mann could be pursued.

THE FOREIGN AND CCMMONWEALTH SECRETARY said that a co
mounted earlier that week in Ethicpia against Presid

during his absence abroad. This was not unexpected giwv
disillusicrment of the Ethiopian armed forces. The coup
apparently been quelled in Addis Ababa but clashes were
continuing in Eritrea. These events could very well herald

7
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further changes in Ethiopia. Mearwhile it would almost
certainly be necessary to advise Her Royal Highness the Princess
Royal to postpone her visit to Ethicpia plamned for the end of
my.

The Cabinet -

Took note.

SECRETARY OF STATE FOR HEALTH said that the main issue at

directive on tcbacco labelling. He had voted against

ive who took no account of the success which the
dom had achieved in voluntary arrarx;ements and laid

"5' deta_lled prescriptions for health warnings. He had
3 that he saw no reascn for detailed regulation in this

The meeting had also considered a

draft directive on the maximmm content of tar in cigarettes
which he had on similar grounds but had not reached the
stage of a vote. Hehadbeenabletoblocktheagreeme:t

ormwhlchtheUmtedKnmgdanapp:wed
2 Kingdom had achieved high standards. In
";-{" disease, theUmtedKnx;dauplayeda

- sn by Eurcpean legislation. The
proposals for tar limits fack involved concessions to the
tabacco industries and dercy i

prcbably also saw general mar:.t i
Eurcpean level. The issues
Council were less significant in
constitutional implications.

In discussion, it was suggested that there was increasing
evidence that the Cammunity had departed

Cassis de D:Ljon judgement, which provided fi

disparities in national requirements, and 3

labelling directive demonstrated the lengths to

Commission was prepared to go to achieve rigid o

A blocking minority might often be difficult to achieve

the policy cbjectives in question appeared themselves

a United Kingdcm veto was characterised as non—communa
behaviour. The pressure for increased Community ccmpe

the sccial area manifested itself in many different ways.
example Cammission activities in relation to vecational
training, where there was Community competence, were used as
justification for attempts to extend ccompetence to scheols.

8
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classic pattern was the establishment of an expert group which
in turn gave rise to a programme of work and eventually a
proposed directive. The source of authority for such activities
was not infrequently Council declarations, including references
in the conclusions of the European Council, often of apparently
unexceptionable generality. The cancer programme, begun under
the UK Presidency, was cne example. Ancther scurce was informal
Councils, where discussion could again open the way to
Cammission proposals for a programme. The matter was
complicated by the likelihood that a programme of harmenisation
'twellbedebatedcverapenod of years, during which
'ta.cal positions became steadily more entrenched. More
Ny lylthadtoberecogzusedtlmttlmjudgementsofthe
Court of Justice were informed by its view of the
realisation of the purposes of the Treaty. The
liament also favoured an extended Community role.
g the institutional position was the Commission's
proposal nduc'h was associated with the dlfflculty of

major difficulty. Although it would be
itself, the deta.:.led proposals within

labour leglslatlon A
elderly. In this

example, had an i 2 -i w:x.despread adopt:.on of German
labour legislation -- -; others who would ctherwise be
more competitive. Nor d:l.d
attach much weight to the a
in the United Kingdom, such
Freight Corporation. However, 5
with the implication that each mepb ~ should have the
same social security and other 2 ""2 , regardless of
NAstAting effect on the
It would

In further discussion it was argued that the United Kingdom
should not overlock the benefits achieved by i
the Single Eurcpean Act. A major illustra
achievements possible through a positive app ‘af

the problem of the Cammission's role, was the Unifed)Ki
advocacy of a camprehensive smgle. market program _;, i
dominated the Community agenda in a way analogous the
statement of a legislative programme in The Queen' "“-‘!‘m .
considering how best to deal with current proposals fo
harmonisation it would be right to reassert the rne.rlt
voluntary arrangements. In particular, the United

should take every opportunity to make clear the p051t:we
cbjectives which lay behind the United Kingdom stance and
standards achieved in this country. For example, the reco
the United Kingdom Goverrment in such areas as employment,

&
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trammgandhealmarﬁsafetywassmﬂtomne. The
proposalsbe.mgbrcmghtforwardhySocmlst
members of the Commission under a succession of Socialist
Presidencies were not dissimilar to those brought forward and
rejected in the past. When the full implications of over
regulation were brought cut it had frequently been the
experience that member countries had drawn back from them. More
generally, however, it would be necessary to make every effort
to take effective legal and political countervailing action in
of the areas discussed. It would be necessary to build
1ancesw1thlﬂ;e—rmﬂaimembercmmtri&smichwculdvary
It was possible to make

of attractlmtotheUmtedegdom for example, to
aud. On occasion the United Kingdam could also make
{id other member countries, of the insertion of words in
= Consideration might need to be given to further
guidance in these areas. In suitable cases, such as the Social
Charter, ltwouldbenghttolookfort'heactlvesupportofthe
CBI ard of i ions representing small businesses. In
i ions the United Kingdom could contemplate

for a full discussion of them at a
. should arrange for a review of
since the Cassis de Dijon
its effect.

Prime Minister's summing up
and invited the Attorney to proceed accordingly.

Cabinet Office

18 May 1989
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