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L'e THE SECRETARY OF STATE FOR EMPLOYMENT said that, although the
mployment Training programme was being established on the basis of a
nimous recommendation, which the Government had accepted in full, by
Training Commission, on which the Trades Union Congress (TUC) was
amission sented by 3 Commissioners, the TUC had the previous week voted to
w support from Employment Training and to institute a policy of
n ®heration. The Training Commission were due to oversee Employment
Trai but it would now clearly be intolerable for the TUC to be
represefted on the body with responsibility for the programme.

Moreo re were 58 local area Manpower boards, with 5 trades unions
members h, of whom one third were Chairmen of the Boards. While

e

he had n&28wers to remove the TUC Commissioners in response to the

decision ch the TUC had taken the previous week, he was empowered to

t ake back functions of the Commission into his Department. Colleagues

| most closely concerned had therefore agreed that the powers of the

' Training Commiss hould be transferred to his Department and that a
h{s

new agency with Department should be established to oversee
Employment Trainte} it seemed likely that, if those steps were not
taken, the TUC !’-‘: e their Commissioners in place for the present
but would withdraw XiBEfyAt a time advantageous to them. The steps he
proposed would enablée” yp€sQvernment to concentrate its efforts on
better local training,

Confederation of Britis MAtry and by the Association of British
Chambers of Commerce. | ere deeply divided over their attitude
to Employment Training: : Js a risk that some trade unions would
withdraw support from the prog but he believed that a number of
unions would continue to co-oRkr@t®Aat national level and that more

4efhrdingly proposed to announce later

that day that the functions of thg #Z ining Commission, including
Employment Training, would be tak-aéggib,within his Department and that
legislation would be introduced in ‘due rse to abolish the Commission.
In announcing those steps, he would rward to the proposals on
training which would be set out in th Paper which he proposed to
publish later in the year and would ask the co-operation of
individual trades unions and trade union}its in making Employment
Training a success.

THE PRIME MINISTER, summing up a brief discussiogp
agreed that the functions of the Training Comm'JfEOy should be exercised
by the Department of Employment, that an early i5tative opportunity
should be taken to abolish the Commission and tha "Secretary of

State for Employment should announce those measures that day.

said that the Cabinet

The Cabinet -

1, Agreed that the functions of the Training Commi should be
exercised instead by the Department of Employment, w

Commission being abolished as soon as possible, and t

Secretary of State for Employment should make an announ

that effect later that day. CiZZi;
| A
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nemp@ THE SECRETARY OF STATE FOR EMPLOYMENT said that the unemployment figures
for August would be published that day. The seasonally adjusted total
revious@ ad fallen by 45,400 to 2.267 million. This was the 25th consecutive
eference: nthly reduction, which was by far the longest continuous period of
c(88) 25.2 gling unemployment since records had been kept. Unemployment had

n by 655,000 since the General Election. All areas had benefitted,
e largest reductions having occurred in the West Midlands, the

0 st, Wales and the North. The rate of unemployment had fallen to
8 Ser £ent which was below the average for the European Community as a
who in particular, below the rates in France, Belgium, the
Nether Spain and the Republic of Ireland. There were 240,000
unfill 4cancies at job centres and it was estimated that there were

about 7 000 vacancies in the economy as a whole. A cause of concern
was that average earnings had risen again and now stood at 9 per cent,
The increase partly reflected higher overtime payments and bonuses,
together with ull effect of the nurses' settlement, but some of the
settlements whi{th hHad been reached over the previous 12 months had
clearly been e : o. Recent settlements of 5.6 per cent for local
authority manual (¥ Jrs and 5.4 per cent for Health Service ancilliary
for optimism about future settlements in other

The Economy THE CHANCELLOR OF THE EXC
very strong with high rates
with non-oil exports at reco
high, and this had helped to ¢

boom in investment. However,
there had been a massive increa ‘%ég}gworts and a slight but
significant acceleration in domestxt sumption. Interest rates had

accordingly been raised with the aiﬂé%%%ﬁ;mping down domestic demand.

aid that the economy was essentially
th and of productivity and
els. Business confidence was very

Interest rate adjustments, far from he crude mechanism that some
critics have alleged, were in fact a arly appropriate instrument
since the building and construction seNQr, which was the part of the
economy that was most severely overheated, was highly responsive to
changes in interest rates and there were indeed already some signs that
demand in the housing market had been successfu damped down., The
recent increases in interest rates could also € &jpected to have a
fairly rapid impact on savings, which had fal ! dly in recent
months as a proportion of national income, and of Aumer demand.
However, it was bound to take some time for intengs ¢ e ad justments to
make an impact on the balance of trade deficit and 1)/s important to
avoid giving the impression that an early reduction 'deficit could
be expected. There was no difficulty about financing AN\ ¥xade deficit

provided that the markets remained confident that the Goy nt was
pursuing the correct policies. The present situation, s
characterised by a high level of confidence, both at home oad, in

the economy and by a low propensity to save, was quite unli
during the periods of current account deficits in the 1960s Os
| He had warned publicly the previous day that inflation was gr

edging up. He expected that it would fall again some time in t

i R
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following year. The Retail Price Index (RP1) for August would greately

(§§;> exaggerate the increase in the underlying rate of inflation as a result
<::> f the inclusion in the RPIU of mortgage interest payments. The

tgage rate had risen by 1 3/4 percentage points in the previous month
that increase alone would raise the RPI by 0.7 per cent. No other
country except Canada included mortgage interest payments in their
price indices. Pensioners were among those who would benefit
recent increases in interest rates both because increases 1in
the&G1472ge pension were linked to increases in the RPI and because old

age ithers had a high propensity to save than the population as a

whole.
In discugggi;, the following main points were made:

a. Although productivity was increasing strongly, unit labour
costs con@ to rise, albeit slowly, whereas those in our major

competitorq; iyjcluding the United States, Japan and France, were in

some perio ing.

b. The gro he economy had greatly strengthened the
negotiating po of trades unions and some employers had been
willing to conce ssive wage increases rather than to risk the
disruption to proddOQidR which would result from industrial action.

However, at a time

companies could not 3
companies which followex
stand up to competition

ng costs and increased competition,
A to meet excessive wage demands and those
Adent policies would be best placed to

¢c. The present high int
investment from overseas.

tes were attracting substantial
our main competitors, notably
Japan, had banking mechanism assisted the Government to
control the total credit posit] there might be advantage in
seeking to introduce similar ar ents in this country. Against
that, the Japanese authorities op in a totally different
culture in which they were able t fluence by informal means the
activities of major financial instidhtions and it was clear that
such a system could not be made effective here.

THE PRIME MINISTER, summing up the discussion, that the important
point to get across was that the Government woyld §gke whatever steps
were necessary to ensure that the economy was k balanced course.
As the Cabinet had agreed at their meeting on 14
(cC(88) 25.4), it would be vital to maintain a firm 1 of public
expenditure.

Crime and THE HOME SECRETARY said that the figures for notifiable offeé
the Prisons recorded by the police in England and Wales for the second qWAr

' 1988, published the previous day, underlined the trend that h
Previous reported to Cabinet in his memorandum on disorder in rural area
Reference: (c(88) 9)." The large fall in offences of burglary, and car thef %
cc(88) 23.5/

3 ' i %
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¢t manifest in the cities with the highest number of these
ffences, had resulted in a reduction of the total number of recorded
ences in the 12 months to June 1988 in comparison with the previous
That reduction in crimes against property, however, was
31y offset by a continuing sharp increase in crimes of violence, to
he press had predictably drawn particular attention. Many of the
that made up the bulk of violent crimes took place in the home
had indicated in his earlier report to the Cabinet, there was
nk between violence and drunkenness. An efficient and
son system was one of the main components of the
esponse to crime. The prison population had increased so
p most of the space created by the increase in remission for
ce prisoners in July 1987, but the expanded prison building
programme remained on course. The immediate preoccupation was with
industrial disputes in the prison service. These reflected the
continuing abiligs the Prison Officers' Association to frustrate, at
very little cost Jhemselves, the long overdue efficiency savings and
management improve ) that were embodied in the Fresh Start
arrangements. :

2, Took note.

THE SECRETARY OF STATE FOR NORT@ND said that the long expected
'3

ma jor campaign of violence by the ional Irish Republican Army
(PIRA) was now under way. This ha ‘gggbplanned at least since 1985,
and probably for longer than that, a ] ad to be acknowledged that
the PIRA had been successful in organ e reception of large
amounts of weapons and explosives, mai om Libya, and the
distribution of this material into a net\Rrk of hiding places. The
quantity and sophistication of the weapon that had been found in the
Irish Republic had astounded the police authorities there, It seemed
likely that the PIRA had originally intended the campaign to begin in
the previous year, but that had been prevented G’-,):eries of successes
by the security forces. It was probable that t!g. R4 _had then intended
to signal the start of the campaign with their plggfied)bomb outrage in
Gibraltar, which had also been frustrated. The kI &pf 8 soldiers
near Omagh on 20 August should now be seen as the dectd

campaign, and it was clear that the attack on Sir Kenge

the head of the Northern Ireland Civil Service, on the(

should be seen as indicating a new dimension to the PIRA'

They were now prepared to attack virtually any target wha

attempt either to weaken the resolve of the people and the

to provoke from them an over-reaction that would aid the P1

While the situation was extremely tense, however, there were

positive features in the situation. The security forces had r

_ achieved very important successes against the PIRA, apart from t

Gibraltar operation. In particular, a highly dangerous active ser

4
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unit of the PIRA had been killed at Drumnakilly on 30 August while
hey were engaged in an attempt to kill a member of the Ulster Defence
Regiment, and two PIRA men picked up on the border between the
erlands and Germany appeared, from weapons found in their
ssion, to have been involved in recent outrages against British
forces personnel on the continent, including the killing of a

S Major in Ostend. There had also been a number of major arms
fin olving both communities; a loyalist store of 45 light machine
gun een discovered in the previous week., He believed that the
moral etermination of the security forces was totally solid and
that, d the present flare-up of terrorist activity, support for
the PIR % waning over the longer term.

THE PRIME MINISTER, summing up a short discussion, said that the
Ministers concerned had agreed that it would be counterproductive to
announce a pack f measures against the PIRA, and a series of
measures would éﬁg?ﬁkore be taken or announced as they were finalised.
It was most imp sE~that no information that could be of possible use
to the PIRA shoul“!’} out of the Government machine; even the implied
confirmation of ar :;ﬂﬁﬂ—nts that were little more than commonsense
measures could assis oIRA. Insofar as the PIRA claimed to be at
war with the Governme =Q\F was a respectable argument for introducing
against them those measurs such as selective detention, to which a
State had recourse in timegfiNar and which could be terminated when the
emergency was over. pent had no present intention of
introducing selective detentigRiaRowever, and it could be made clear
that there were many other m&g > that the Government could take
before that idea would even be Srdidered, The arrest of two terrorists
on the border between the Nethe /&2 and Germany was the result of a
random check, and this was a time P \ustration of the need to maintain

such border controls between membe€/SLates of the European Community
after 1992.

the Northern Ireland Secretary was carr g out his heavy
responsibilities and presenting the Gove ent's policies to the public.
The Cabinet would also wish to instruct the Secretary of the Cabinet to
convey their warm sympathy to §ir Kenneth Bloomfield and his family at
their having been the target of a particularly us and vicious PIRA
outrage, their heartfelt gratitude that Sir Ke nd his family were
unharmed, and their deep appreciation of Sir Ken reaction to the

incident which was in the highest traditions of ic service.

The Cabinet - SS
3. L

Took note with approval of the Prime Minister's »¢aning up of

the discussion. @

4. Warmly endorsed the Prime Minister's congratulatiq the
Northern Ireland Secretary and instructed the Secretary
Cabinet to send a message oD their behalf to Sir Kenneth jeld
as the Prime Minister had indicated. q .

T
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2;55} THE CHANCELLOR OF THE DUCHY OF LANCASTER gsaid that on the previous
Monday the Post office management had reached an agreement with the
<::> rades unions for the postal workers to return to work on a basis that

| 1d have preserved management's position on all the main issues,
W uding the question of regional payments. About 100,000 out of the
.‘ staff of 140,000 had returned to work by the previous day, but a
h of main sorting offices including those in London, Liverpool,
ngﬁé}}er and Glasgow, remained on strike. The workers at 10 of the 14
1 SO 2%§§foices in London had concluded deals to return to work, but
y were E%§;§}ing to put them into effect until the remaining 4 London
S

offic fell into line. Post Office management's tactics were to
concentiqgiazn getting the London services back to normal, and to
e

isolate more militant trades unionists in Manchester, Liverpool and
Glasgow, where the unions were trying to extract a totally unacceptable
rate of overtime payment in return for their co-operation 1in clearing up
the back-log ofstrike. He had previously decided that i1f an

n — - -

agreement had N en reached early in the week he would have announced
an immediate shQX suspension of the Post of fice monopoly for the
carriage of lette ile that step would have been unlikely to lead
to the rapid emerge f any full alternative to the Post Office, the
public were now wel . of the inhibiting effect of the monopoly and
would not have unders{ ts continued application during the strike.
The Cabinet Ministers WO} ncerned, whom he had minuted on this
subject on 7 September, gﬂﬁjg t dissented, and he proposed to act
quickly to introduce a s Sg§§§>rm suspension of the letter monopoly 1if
events over the next few ould suggest that it would be
advantageous to do so. He vited his colleagues to maintain the
contingency arrangements tha departments had made for their own
business until it was quite cl t the postal services had returned

Nurses' Pay THE SECRETARY OF STATE FOR HEALTH sal é the implementation of the

Settlement nurses' pay settlement involved a massiWy and complex process of
regrading. This process, which involved 190 district health authorities
and 14 regional health authorities in England, was still in train and he
was putting pressure on the authorities to irop eQt the anomalies that
had emerged between them, with the aim of get ‘)he new money into the
nurses' pockets by Christmas. A main obstacle

: N timetable was the
attempt by the trades unions to renege on their .Q 2l agreement with
the settlement, and to revise it to their own advz . In particular,

o7

the unions were attempting to distort the creation ©
of nursing sister, and were alleging that sisters whdge
themselves in charge of wards were unfairly treated urde
settlement. These claims were totally false, and the Gg
not concede them., If the payment of the new money to thé
be delayed beyond the turn of the year, then the responsi
be firmly pinned on the unions' attempt to rewrite the agrefRewW Above

' all, the nurses' pay settlement could not be costgd until th-<E§§§2§ing
exercise was completed, and allegations in the meangime that t

Government was not fully funding the settlement were factitious?

. 2
i 3 2
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The Cabinet -

N Took note.

OREIGN % PRIME MINISTER said that Iraq's attitude had created

\FFAIRS

iran/lraq War

previous
geference:
cc(88) 27.5

Regional
Conflicts

di§f7okies in securing a comprehensive peace settlement following the
cess % of hostilities between Iran and Iraq. The Ira# Foreign
Minisdﬂ;;?r:TMqu Aziz, was being particularly difficult on the

defini gégfsf national boundaries. It was important that the United
Nations €¢cretary General, Mr Perez de Cuellar, should continue to have
widesprea¥ support from the international community for his peace
efforts. Intelligence reports strongly suggested that the Kurds had
been subjected by Iraq to attack by chemical weapons though it was not

yet possible t mtify these precisely. This indicated the
ruthlessness o

Meanwhile the United Ajmgdom was cautiously rebuilding its relations
with Iran. This hag » done with great care and without prejudicing
the position over Bri ostages in Lebanon on whose behalf the
British Ambassador in continued to work hard. The United Kingdom
cial relations with Iran and these were

. with the despatch to Iran of a second
between the United Kingdom and Iran

nt of diplomatic premises at the

ing implemented.

now being given renewed 4
British official. The agky
covering the reciprocal re
expense of the host country

Patrol at first hand and the remar per formance of the young British
crew members there in the tanker ng role. The Royal Navy would
remain present in the Gulf until o rospects were more certain,
together with the Belgian and Nether ontingents, There was a
minesweeping role to be performed in brthern waters of the Gulf but
this would not extend for British mine eping vessels to the
Shatt-al-Arab.

During her recent visit to the 12$ Gulf, she had seen the Armilla
5S¢

THE PRIME MINISTER said that the situation with
Namibia was very much better now that South Afri
from Angola. But large numbers of Cuban troops ren adythere, and had
indeed increased, and a date had not yet been agreed 1"./(’ '
departure, It appeared that the Cuban President, Dr ¥£1a¢
not particularly anxious to withdraw them since the paympik
services from Angolan oil revenue represented a valuable
income to Cuba. The South Africans had so far behaved ve

t to Angola and
ops had withdrawn

In Cyprus the overall situation was also somewhat better.

President, Mr George Vassiliou, had turned out to be easier t ith
than his predecessor. He had already met the leader of the Tur %

W
<




é@ Cypriot community, Mr Rauf Denktash, and it was clear that in personal

terms they got on well. The United Nations Secretary General, Mr Perez

j (ﬁjﬁ) de Ceullar, had so far handled matters very well. Following the meeting
tween the representatives of the q§eek and Turkish Cypriot
<g§€§59unities, there was a basis to being negotiations.
puchea, Prince Norodom Sihanouk, whom the Prime Minister had met
;iher recent visit to the region, was having contacts with all

' d
' pdrti o the dispute. The Russians had also been talking to the
Chi §EB§Q'A key factor was the need for Chinese firmness with the leader
of t §:§§Z9r Rouge party, Pol Pot., It was unthinkable that Pol Pot
u

shoul <3§£9 to Kampuchea after the genocide that he had perpetrated
there.

lviet Union THE PRIME MINI@&M that the General Secretary of the Communist
Party of the SoWi ion, Mr Mikhail Gorbachev, had taken a very long

8
revious summer holiday an‘
o?
7

ppeared that during his absence there had been a
over the reform movement, with hard-line
4 pwo Politburo members, Mr Ligachev and

cAXore good that he had now resumed full charge

' ns control field where Soviet behaviour
as that of chemical weapons. The Soviet
as denying facts about its capability
d¢ true. Despite recent exchanges of
Union and the United Kingdom, the
ated with reciprocity and had been

c the Soviet inspectors in the
access, This was a very
2;, political atmosphere was

,-~mijal weapons recently in the

United States THE PRIME MINISTER said that whatever preferences there might be for one

eference: certain loss of cor@I’

c(88) 25.3 statements being mad&
Mr Chebrikov., It was
in Moscow. One area i

inspection teams between the
British inspectors had not bee
kept out of certain buildings,
United Kingdom had been permitted
difficult subject, not least becaugs
changing following the overt use of
Middle East.

Presidential or other of the candidates in the forthcoming States Presidential
Election Election, it was important that members of the\Gov&tnment should keep
Campaign these to themselves and avoid public references sub ject between

now and the Presidential Election. The overridin ity was that the
Previous United Kingdom should continue to have a strong re ship with the
Reference: United States thereafter.

cc(88) 26.3

| 8
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THE PRIME MINISTER said that following her visit to Australia in August,
she was convinced that now was the time to step up British ties with

ustralia. She had taken the line in her speeches there that Australia

d successfuly built its own nationhood; and that a new basis for
ations between the United Kingdom and Australia now existed which
extend into the next century and eclipse the old approach

ined by the perception of Britain as the ex-Colonial power. The
:an Prime Minister, Mr Bob Hawke, would be visiting the United
in 1989 accompanied by other Australian Ministers. The United
:Egghould seek to sell more to Australia, especially defence

2 OF STATE FOR TRADE AND INDUSTRY said that he too had
visited A\&tralia, some three weeks after the Prime Minister, and could
vouch for Yhe great impact her visit had had on the Australian press as
well as the Federal and State Governments. In trade the United Kingdom
-deral Republic of Germany to become Australia's

The United Kingdom had some $37 billion of
, compared with some $40 billion of American
Yhs the largest foreign holder of equity 1in

third largest s
investment in A
investment there,
Australia.

THE SECRETARY OF STA RTHERN IRELAND said that the numerous

personal ties and exchafgey, Pitween young people in the United Kingdom
and Australia were also a sble asset on which the new relationship
should capitalise.

ssary to expel the Cuban
tPam the United Kingdom because of
ondon street on 12 September.

Ambassador and another Cuban diplo
the latter's offence in firing a gun &
A member of the Vietnamese Embassy, W brandished a gun outside the
Embassy on 4 September, had also been edyeM®d. The Parliamentary Under

Secretary of State for Foreign and CommoQ@éalth Affairs had handled both
incidents very well.

THE PRIME MINISTER said that the United Kingdom ;cﬁiif-
of emergency assistance against floods and famine \} 1’
£7 million of emergency aid to Bangladesh following TS

floods there. Hurricane Gilbert had now caused grea éﬂng- in Jamaica:
the Government had so far announced half a million pou *‘i‘\th of aid

but this would need to be looked at again in the light of Yh&extent of
the damage which was now emerging.

n £11 million
an, and over

[CONFIDENTIAL]
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rmaZ"€§§> THE PRIME MINISTER said that there was no end in sight to current
<§§§> internal unrest in Burma. It was a very interesting phenomenon that the
' <::> Communist-inclined government had been unable to stand out against the

,ference idespread public protest now manifesting itself there,

(88) 27.

hish TH Eggﬁ% MINISTER said that the inquest in Gibraltar into the deaths of
errorist thre errorists on 6 March was going quite well so far for the

omb Attempt  Crown, inquest would probably last another four weeks., The members
2 Gibraltar of the rity forces who had so far given evidence had done so in an

] and authoritative manner,

frevious
leference:

10(88) 24.3 (Ei?i)

or th THE SECRETARY OF STA
ltlantic United State ground l3d%
lreaty at Molesworth in Cambr Ydgws
Jrganisation  progress made in arms co
wffairs consistent policy. This which could profitably be
' underlined in Ministerial s He had attended the previous
weekend a very succesful mee{{ry the Independent European Programme
' ] pl11aboration. The fact that the
United Kingdom would be assuming 'féahairmanship of this Group for the

DEFENCE said that the recent removal of
ruise missiles from the Royal Air Force base
¥Are was an important reminder of the

and a vindication of the Government's

]

next two years would provide a uvef portunity to shape and guide its
efforts, THE PRIME MINISTER said ¥ha e recent visit to the United
Kingdom by the Military Committee o orth Atlantic Treaty
Organisation had been successful and isitors well pleased with
their reception,

The Cabinet -

Took note.

@© _

COMMUNITY 3 THE PRIME MINISTER said that she regarded the qﬁégégégzlivered by

AFFAIRS the President of the Commission, Monsieur Delors, to ades Union
Congress on 8 September as outrageous. AS had happen ther

Delors Speech occasions, notably in his addresses to the European Parli .

to Trades Monsieur Delors had reverted to demagogy. The proposals ut

Union forward included the creation of a statute for European co with

Congress provision for worker participation. More generally we woul

_ Y
R N
%
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(:::)
I Cizg;§§§> bearing in mind the significant number of socialist administrations now

in the Community, to guard against attempts to tie us up with increased

/Ol:ureaucracy. The present Commission approach was wholly inconsistent

ith that of the founding father of the Community.

r ime % MINISTER said that she had in mind in the speech she was to

linister's del{er Bruges on 20 September, having recalled that links with
sruges Speech Europg/Mfad been a dominant factor in British history, to underline the
"ﬂ;ze

theme regulation and open markets. There were numerous areas such
as shippifig;Zinsurance and financial services where the United Kingdom
was well Gfhead of the other member countries in this respect. Others
should nofollow our example.

[Europe an THE PRIME MINIST that the head of the Government Statistical
Community Service had brough sr attention the increasing demands for
Statistics statistics being propgefd by the Commission particularly in connection
cingle market in 1992. A draft programme for
the next four years ha¥eekddtly been put forward involving over

200 projects, of which ne2£§§> ne half were either wholly or
substantially new. It wa tial that individual proposals should bz
subjected to the same rigo mination as those which originated in
the United Kingdom. Our res

o the programme as a whole should
also be fully co-ordinated by ors of Statistics in each Departmen:
with the Central Statistical O

The Cabinet -

Took note. %/
%

Cabinet Office

15 September 1988
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