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held at 10 Downing Street on
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1 The Cabinet were informed of the business to be taken in the
House of Commons during the following week.

THE LORD PRESIDENT OF THE COUNCIL said that the Committee Stage of

e Local Government (Interim Provisions) Bill was due to begin in
House of Lords that day. The Government would be supporting an
dment to the Bill to provide that the elections due to be held
Greater London Council and metropolitan county councils in

uld be cancelled only if an affirmative procedure order was
egnby both Houses of Parliament. He could not say with confidence

tgis amendment would meet the concern of those opposing the

Bill House of Lords: but nothing short of the amendment was
likely successful, He and the Chief Whip, House of Lords,

had takef\(gll the steps they could to secure its success, but the
outcome was likely to depend on the course of the debate itself.

Many Government supporters were still deeply concerned about abolishing
the elections ang—xeplacing the existing councils with nominees of the
successor authoéﬁfﬁés, notwithstanding the differences between the
present situati

of local governme
Chancellor should

that which had obtained on previous reorganisations
e had considered whether he or the Lord
in the debate to indicate how serious the
Government considere issue to be, and he might himself do so if
the course of the deb med to merit it. If the amendment was
defeated it would be nefe to consider how to react. One
possibility would be to a&fﬁ? the existing councils to remain in

as pointed out that the extension of
mandate without an election} QU this would entail, would raise very
serious constitutional issue?

A

Ire], THE SECRETARY OF STATE FOR NORTHERK AND informed the Cabinet of the
' nd line he proposed to take in the fol week's debate on the

New Ireland Forum.

Pray: ) $

Refe (
Y Ténce: The Cabinet

0

c (8‘1*) 17¢th
IMhmt:sgonss Took note,
ORg ,
h?n&gN 2 THE FOREIGN AND COMMONWEALTH SECRETARY said ere had been
5 S S no real change in the situation in the Gulf, despite rther
%rﬂwl Iraqi attacks on shipping. These had not disturbed t market.
aq The ceasefire agreement on attacks on civilian targets s
reVious generally to be holding.
gfere“Ce.
®4) 2314
onclu 3

S
i | %
ﬁ
<
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THE FOREIGN AND COMMONWEALTH SECRETARY said that the only significant
new development concerning Libya was the achievement, on 25 June, of
consular access to five of the six British detainees, who had
appeared fit and well. The sixthdetaineehad been absent but not
necessarily for any sinister reason. The consular visit had been
receded by representations to the Libyans by the Italian Government,
it seemed possible that exchanges in Athens between Greek and
an Ministers had also been helpful. He had himself discussed
situation with both the Greek Prime Minister, Mr Papandreou, and
lian Foreign Minister, Signor Andreotti, in the margins of
ean Council meeting in Fontainebleau; he had made it clear
at Her Majesty's Government were not thinking in terms of
any e of hostages. A satisfactory resolution of the problem
of the tainees was clearly going to take some time to achieve.

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that the Conference

on Air Pollution d in Munich from 24 June to 27 June, had gone
much better thafirepbrts in the British press would suggest. As
T

previously agre \United Kingdom was having to continue to
hold back from spd} numerical commitments. He was aware that the
United Kingdom's reé 55

to join the so-called "30 per cent Club"

very misleading.
Mrs Rakel Surlien, had alf
Anglo-Norwegian row were ul
of State, Department of the

made it clear that reports of an

The Parliamentary Under-Secretary
ment, (Mr Waldegrave) had made it
(;'f in due course be prepared to accept
a numerical basis for an agreen® In a brief discussion, the
unhelpful role of some of the meuﬁff’ d in particular of the

British Broadcasting Corporation, w ed. There was a real difference
between the United Kingdom and Norwa this was not insoluble and
it would be wrong for the United Kin o play all its negotiating

. cards at the outset. It was also note environmental pollution
provided a useful argument against coal&fired power stations.

inet would wish to

THE SECRETARY OF STATE FOR DEFENCE said that t
f>base deployment

note that the first full-scale exercise in the
of Ground Launch Cruise Missiles from Greenham Co
successfully initiated. There had been two prev
deployments, but these had been designed to demonst
to move Cruise missiles out of the base rather than
serious training. The current exercise was not yet
missiles still had to return to the Greenham Common
so far proceeding satisfactorily.

The Cabinet -

Took note.
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T 3. THE PRIME MINISTER said that the agreement on the future

‘ financing of the European Community and United Kingdom refunds which
Com had been reached in the European Council at Fontainebleau on

lBudgznlt 26 June was a very reasonable settlement. There had been advantage in
§ . eet and/

Uniteq

fixed refund to the United Kingdom of about £600 million

@:oncluding during the FrenchPresidency. The agreement provided for
' Ki '
mgii%m 000 million ecu) for 1984. Thereafter the new system of refunds
_ S be in effect. It had been strongly in the United Kingdom's
: st to avoid more than one year of ad hoc arrangements and this
h

achieved. The main features of the new system were:
| CC(8¢
‘coMi) 2.31'5! _ % It would continue unless there were a decision to change
M4 USlons, Any such decision could onlyv be made with the unanimous
’ a nt of member states and their Parliaments. For the
fi time there would be in place a system for correcting the
bud

t inequity which was linked with the level of the
Community's own resources.

s o' Und e new system, and even with an increase in the
ceiling on\VaVYue Added Tax to 1.4 per cent, the United Kingdom's
net contri "qii to the Community would be less than if we had
continued withAhe) existing arrangements and the 1 per cent
Value Added TayA¢iding. A failure to agree could have left
the United King h a commitment to contribute more than
£1,200 million a gey Mo the Community.

iii. The system pr
refund would be automatile
contribution of Value K&t

would no longer be any

for a new method under which the

\ly deducted from the United Kingdom's
ax in the following year. There

Yo create special measures requiring

1iament.
| iv. The United Kingdom's réfupe would be at the level of

66 per cent, which was to all s and purposes two-thirds,

of the gap between the share o Added Tax and the share
of expenditure. This covered th e of the United Kingdom's
net contribution except the exces lement of customs duties
and levies, which in 1983 had amounted to about £170 million
(291 million ecu).

Following the agreement on future financing anfi(V Hted Kingdom refunds
the atmosphere in the European Council had cha ediately. The

French and Italian reserves which had held up thel(payment of the
United Kingdom's 1983 refund of about £440 million ?‘4
had immediately been withdrawn and the necessary reu S

been adopted by the Council of Ministers. It was no -,4’-(\\‘5 2

European Parliament to transfer the money from the reser apter of
the budget. The strong wish of the President of the Fre ublic,

million ecu)

Monsieur Mitterrand, to achieve a successful European Cou

d the
willingness of the Federal German Chancellor, Herr Kohl, to a
heavier financial burden had contributed to the settlement. \&hatQe

llor
Kohl had also had the problem that he needed Community agreem%tbe
European Council to a higher payment to Germarn farmers from nat %
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many issues were the subject of prolonged and difficult disagreements,
the question of Community financing and United Kingdom refunds had
C;;D been resolved by negotiation.

£ .
5@ funds. It was a cause for satisfaction that, at a period when

<::::}HE FOREIGN AND COMMONWEALTH SECRETARY said that all the important

otiations on Community financing and United Kingdom refunds at
the margins of the European Council had been conducted by
cg, Germany and the United Kingdom. No other member state, except

o) helpful interventions by the Dutch Prime Minister, had

pl %§;g§>role. It would now be important to ensure that the legal
tex hed the agreement reached on the United Kingdom refunds and
that sures on budget discipline were also adequate.

THE LORD SIDENT OF THE COUNCIL said that the Cabinet wished to
congratul the Prime Minister and the Foreign and Commonwealth
Secretary on the achievement of this agreement after long negotiation.

lowing points were made =

a. The Urr; Kingdom now needed to buttress the agreement
i ing with effective measures on Community
When the higher ceiling of 1.4 per cent
Value Added Tax ‘@4'\gtroduced, it should continue for some
time. It was nofCpQsSible, however, to be too optimistic
about the results of fxsure discussions on budget discipline
in the Council of

@- s (Finance), since other member
states continued to ..6\ from legally binding measures.

budget discipl e

bs Though it was true
declined to consider an i
Added Tax ceiling and had huec

the public expenditure conseifg s would have been much worse
than under the agreement now 'gzgg d, the last Public
Expenditure White Paper had iné?%%?g estimates of the

United Kingdom's contribution tbo ommunity on a stylised
basis and these figures would need\in due course to be revised

upwards.

C. There was now a good opportunity to k at the way in which
Community issues were presented in the Uffited Kingdom. It was

no longer a question of arguing about UnNmg~Ringdom membership

In particular
rest of the
ly in goods

but rather about the sort of Community we @ i
we needed to convince people both' here and I+

Vioy time had been raised in the European Council and she had no voepted
QQTEnS it. The Germans had supported her. Itlwa§ possible that 1t
C(g ) Ce now be revised to refer to the reorgansiation rather than the réddc¥ion
o) 22n4d of working time.
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THE SECRETARY OF STATE FOR TRANSPORT reported that his discussions with
the German Minister both on air fares and on road transport had not
been productive but the question of lorry quotas was still being
pursued.

(35@?5 Took note, with approval, of the agreement reached in the
European Council on the future financing of the European

mmunity and United Kingdom refunds and congratulated the

ime Minister and the Foreign and Commonwealth Secretary

he successful outcome to the long drawn-out argument
Community on these subjects.
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4. THE SECRETARY OF STATE FOR ENERGY reported to the Cabinet on the

latest position in the coal industry dispute. The Cabinet's discussion is
recorded separately.

'

Nt g .

i1rprlse THE SECRETAXRYOF STATE FOR ENERGY said that the Government had set up
Enterprise O30 to own and manage the North Sea oil assets which had _
previously been owned by the British Gas Corporation. It had decided not
to allow those assets to be bought by existing companies. Instead it had

~n. Enterprise 0il, and to privatise Enterprise 0il as

‘ an independent comgany. In order to ensure the continuing independence of

the Government had decided to create and hold a

d allow it to block any takeover for a certain

"special share" whick
period. In the offer
week, the Government had
' power to control the alld -
' independence of the company. Because of the recent fall in the general
level of share prices and @ in the price of oil, the offer for sale
had not been well subscribed. '

The international mining group§$§§§> to Zinc (RTZ) had disclosed that it
€
T

the agreement of the underwriters, taken
of. shares in order further to protect the

had, through a variety of nominee¥] for 49.5 per cent of the equity of
Enterprise 0il. The bid could not cked by invoking the powers of
the "special share", which came into only if there was a bid for

51 per cent or more of the company's eg§§9 Nevertheless, to accept the
bid would clearly be incompatible with overnment 's repeatedly
declared policy of safeguarding the indé ce of Enterprise 0il. He
therefore proposed to limit the allocatiomef shares to RTZ, under the
terms agreed with the underwriters, to 10 per cent of the equity. His
merchant bank advisers, Kleinwort Benson (KB), considered that this would
be acceptable to the City. If his colleagues agzzi%b he would announce

the decision that afternoon to Parliament.

THE SECRETARY OF STATE FOR TRADE AND INDUSTRY said ((hap)he was concerned
about the possible implications of the course propo -ajzzﬁghe Secretary of
State for Energy on the flotation of British Telecom =.{‘f.ter that year.
As it happened, KB were the merchant bank advising him sj’(:\;t flotation;
and he had received advice from them that morning which suQ?;

reduce the allocation of shares in Enterprise 0il to RTZ béieing
was likely to have serious adverse implications for the floxat¥gp, of BT.
The flotation of BT was crucial to the success of the Governm
privatisation policy. It was essential that decisions on the g ation

| repercussions on the BT flotation.
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H Ciég;; In discussion the following main points were made -
(ﬁ:g?B a. There appeared to be a conflict of advice from KB, though it was

fair to recognise that different pieces of advice had been given in

q%f%:> different contexts. However this might be, it was clearly necessary

to clarify KB's views as soon as possible.

An alternative to reducing the allocation of shares to RTZ to
per cent would be to reduce the allocation to 20 per cent, to give
he right to appoint a director to the Board of Enterprise 0il,
€§§§b require an undertaking from RTZ that they would not seek to
afqyzye further shares in Enterprise 0il. This might have tax and
ot antages for RTZ and so be attractive to them; it would also

probaPly minimise the risk of adverse repercussions on the flotation
of BT;ggfglthe other hand, it would be hard to reconcile with the

Gover t's policy of safeguarding the independence of the management
of Enterprise 0il.

c. Decisio the context of Enterprise 0il had no necessary
implications \for&he flotation of BT. Certain clear and specific
undertakings n given in the case of Enterprise 0il which had

to be honoured, re not of general application.

d What was impor in the context of the flotation of BT was how
the Government's deld on. Enterprise 0il affected the underwriters

and sub-underwriters.
stood to acquire share
price and would be able

esent, they were content because they
terprise Oil at a reasonably attractive
course to dispose of them at a profit.
If the Government sought se terms on RTZ which the company
regarded as too harsh it md load its shares and so depress the
market price. This would be seriously to damage the interests
of the underwriters and sub-uhdérpiiters.

e. It was essential to make a dgf??' ive statement of the
Government 's position that afterln is statement should, among
other things, emphasise the measures th the Government had taken
to safeguard the independence of the \fanagement of Enterprise 0il.

THE PRIME MINISTER, summing up the discussion, said that the Cabinet were
not in a position to decide between the possible gemrses that had been
outlined in discussion. The Secretary of State ergy should clarify
the views of KB on the extent to which the alloc shares in
Enterprise 0il to RTZ might be scaled down, taking @‘ t of the possible
implications for the flotation of BT later that yea™—Ap/
with the Chancellor of the Exchequer and the Secretar s
and Industry on the size of the allocation and on what eopdNyions, if any,
should be attached to it. It was essential that the Gover
decisions should be announced to Parliament that afternoon

o

The Cabinet -

Took note, with approval, of the Prime Minister's summing <;Z§Z;>
e %

up of their discussion and invited the Secretary of Stat
for Energy to be guided accordingly.

Cabinet Office Cﬁ;p
28 June 1984

7
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/ Thursday 28 June 1984 at 10.00 am

Iy

ayﬁﬁigl THE SECK OF STATE FOR ENERGY said that coal was being produced
iy at 46 pitd)(40 of which were at full production) and 6 pits which

Coa} 1 would otherwise be producing coal were on holiday. There were in

Dis Ndustry  addition 5 pits where men were working but not yet producing coal and

a further pit i \s category was on holiday. The number of pits

?rﬂdo on strike was 1 ome 1,500 more miner were at work Fhap last

Refereus week. Coal move ad been more difficult gt th? beglnnlng.of the

CC(BQ)“SE' week because of th ure applied by the rail unions on their

Conclusiiid members, but had imp the previous day when 25 trains had run from

3

Minute ; the Shirebrook depot tal movements of coal by road and rail
4 had been 131,000 tonne er station coal stocks had fallen by
only 230,000 tonnes in thvious week. The National Coal Board (NCB)
would be reinforcing its -‘<‘{’9‘- to encourage a return to work in
two ways: Dby a press adve 554’ x campaign which had begun that day
and which it was hoped to ma N

e effective; and by letters to
individual miners from their dry managers over the next week
or so.

THE SECRETARY OF STATE FOR SCOT sajd that it was particularly
encouraging that coal had been prod Bilston Glen Colliery
despite violent picketing, includingﬁ empt that morning to invade
the colliery by 75 pickets, mainly fr and. Thirty three miners
were at work in the pit in addition to dfpse providing safety cover.
They were now engaged on preparing coal faces for the three-week
annual holiday, starting next week, but had made it clear that they
would definitely return to work after the holi@

THE SECRETARY OF STATE FOR TRADE AND INDUSTRY rat the only
serious problem affecting industry was the inter @u of rail
deliveries of coal, coke and iron ore to the Britilws

Corporation (BSC). At Ravenscraig the management h¥%d/pféx able to
arrange adequate road deliveries of coal and coke and ‘;(\ onfident
that the same could be done for iron ore. At Llanwern adtgidate road
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A

of Mineworkers (NUM) for unlawful picketing. They were however
conscious that, if this were done, it would be difficult to refrain

@;;%2;9 whether an injunction should be sought against the National Union

from seeking an injunction also against the rail unions in respect
<§§9 of the refusal of their members to drive coal and iron ore trains
<<::>Fo the steel works., It was relevant that the Annual Conference of
National Union of Railwaymen (NUR) would be in session until®
I <3§g§§>middle of next week. It was unlikely that the BSC Board would
' very early steps to seek an injunction and the BSC Chairman
ping in close touch with the Chairmen of other nationalised
| industhies concerned. Meanwhile the Iron and Steel Trades Confederation

! (IS local union representatives at both Llanwern and

| Rave % had made clear their determination to maintain production
and th oyld co-operate with management's efforts to ensure
supplie coal, coke and iron ore. It remained to be seen what

would emeyxge from a meeting of the Executives of the NUM and ISTC the
following day. It was important to emphasise the threat not only
to the future of the Llanwern and Ravenscraig plants but also to

| the jobs in theﬁzinss and on the railways which were dependent on
them.

. THE HOME SECRETAR
) picketing during tbh
paid to countering iMtiffdation and the President of the Association
of Chief Police Officexs convening a meeting that day of the

Chief Constables mainly” cohePrned. The areas worst affected were
Nottinghamshire and Derb where extra uniformed patrolling

: arranged. Ninety four arrests had
been made in respect of 104 ges associated with intimidation.,

It was desirable that cases be dealt with promptly and that
sentences should reflect the s&j eness of the offences. Stipendiary
deal with the increased work-
load at Rotherham and Chesterfiel tencing would depend in part
on whether an individual had been chafged with an indictable offence

and such cases would inevitably tak er. He would be in touch
- with the Lord Chancellor to ensure tha <§?ﬁ&opriate arrangements were
made.

The following points were made in discussion -

a, Little was known about the financi
there were reports that many strikers w
increased overdrafts from their banks an

ressures on strikers;
] assisted by
angements with
licy on such
gyand other
organisations concerned. At some stage the ame
become a cause for concern both to lenders and ¢ \orxowers.

b. The NCB would continue to keep under review
be feasible and desirable to proceed with any pit c
redundancy arrangements for those miners who sought t
during the strike. At least one pit might before long
on geological grounds.
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Q .
% THE I;RIME MINISTER, summing up the discussion, said that it

continued to be essential that the public should not lose sight of

the vital issues at stake in the dispute. Every effort should continue

to be made to bring these out in the media and also to dispel the
N

impressions given by reports in the media which often exaggerated
he extent and effectiveness of the strike and sympathetic action by
other unions.
The Cabinet -
%ﬂc note.

Cabinet Office

29 June 1984
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