10 DOWNING STREET

From the Private Secretary AR
rc

PRIME MINISTER'S MEETING WITH THE CHAIRMAN OF THE
BRITISH COUNCIL

The Prime Minister had a meeting this morning with
Sir David Orr during which he reported on his first year as
Chairman of the British Council.

Sir David Orr remarked how much the interest taken by
the Prime Minister in the British Council's activities was
appreciated and particularly her practice of visiting
British Council offices during her overseas tours. He hoped
that she would continue this practice in future.

In describing the British Council's activities,
Sir David drew particular attention to the opening of new
of fices in Brunei, Penang and Shanghai, to the establishment
of an educational counselling service and the extra ELT
Centre in Japan. He believed that the Council could do more
on the commercial and economic side citing as an example
India where they hoped to get the consultancy contract for
the new Open University as well as contracts for the supply
of materials. Sir David also referred to the paid
educational service which should earn £4 million in 1986 and
€5 million in 1987. While none of this was profit at least
the money came back to the United Kingdom.

Sir David Orr gave an account of his recent vag1it. tO
India and referred in particular to two problems. The first
was the need to build new premises in New Delhi where the
Council had an excellent site. He hoped that the Foreign
Secretary would be able to give an indication of the
intention to develop this site during his forthcoming visit
to India. The second was the proposal for a Festival of
Britain in India. This should be well prepared and there
was no great hurry to arrange it. The Prime Minister was
not entirely convinced of the value of such a Festival and
gave priority to the development of more practical British
Council activities in India.

Sir David commented finally on the British Council's
financial position. A particular problem had arisen over

the need to provide improved security for British Council
/premises




premises overseas. This would involve a once-off cost of
some £3 million. The British Council could absorb the day-
to-day costs of additional security measures in their budget
but not this sum for works. He hoped that the Prime
Minister would look favourably on the bid when it came up in
the PES. The Prime Minister took note.

Sir David commented that the arrangements negotiated
for Overseas Price Effect between the Foreign Office and the
Treasury had been very helpful, particularly in planning the
British Council's forward expenditure. However, the
combination of cash limits and inflation was steadily
eroding the British Council's resources to the tune of some
£4 million a year. The Council believed that they could
absorb some £2.7 million through improved efficiency. But
this still left a gap of some £1.3 million a year which they
had to cover. Unless they received help with this there
would be no alternative to cutting their representation
abroad. Once again he hoped that the Prime Minister would
look favourably on this when the bid came forward in the
PES. The Prime Minister again took note.

CHARLES POWELL

Len Appleyard, Esq., C.M.G.,
Foreign and Commonwealth Office.
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I have been thinking about the discussion we had on Wednesday 5
March and I am concerned that I may unwittingly have misled you
when describing the effect of the cash limit system on the British
Coluncdl s basiic*budget,. -l do not wish "toisbother “youfittcther "outc1
should make the position absolutely clear.

We estimate that the effect of the cash limit system on. the
Council's basic budget during the three year period 1987/88 to
1989/90 will be to reduce its spending power steadily at home and

overseas, and that this reduction

by 1989/90.

will have reached £4.2 million

As I said, we believe we are going a long way to counter-balance
these reductions through efficiency savings and increased reveriue,
and that we will be able to find £2.7 million of the total of £4.2

million in 1989/90.

But in each year there will be a gap which we will only be able to
rill by closing Representations or cutting posts or activities at
home and overseas, and we estimate that this gap will rise from
£0.9 million in 1987/88 to £1.5 million in 1989/90.
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I may not have explained the basis of these calculations clearly
enough when we spoke. I hope this clears up any possible doubt
and I am very grateful for your sympathetic hearing.
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Foreign and Commonwealth Office

London SWIA 2AH
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Prime Minister's Meeting with the Chairman of the

British Council

Thank you for your letter of 5 MaxCh giving an account
of this meeting.

We have been asked to make clear one tiny point of
detail. In your final paragraph there is a reference to
the Council's resources eroding to the tune of £4 million
a year. For the record that figure is roughly the amount
the Council estimate their annual spending power will
decline by 1989/90, not each year.

(R N Culshaw)
Private Secretary

C D Powell Esq
PS/10 Downing Street
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there must be bitterly disappointing for you. However,
can repeat that as far as public opinion in Britain is
concerned, there is absolutely no doubt that you have
taken the right action in that the Agreement is a
constructive step forward for all communities. As I
said, I believe that the mindless re-action we saw on
Monday will be self destructive and may even flush out
some moderates if there are any left in the Province!

With many thanks for your kind interest,

I




