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CABINET 


CONCLUSIONS of a Meeting of the Cabinet 

h e l d a t 10 Downing S t r e e t on 

THURSDAY 19 JANUARY 198A 


at 10.00 am 


P R E S E N  T 


Th4^\Hon Margaret Thatcher MP 
IC-^/_^Prime M i n i s t e r 

The 
L°rd P  r . V i  s c o u n t Whitelaw The Rt Hon Lord H a i l sham 


e s  i d e n t of the Council Lord Chancellor 

The 

R t


" w u L e o n
Hon  B r i t t a n QC MP  < ^ > /  > The Rt Hon N i g e l Lawson MP 
e c r e t a 
  
Ty of State f o r the Home Department//^ Chancellor of the Exchequer 

 S i r K e i t h
H ° n
S e c t e t  Joseph MP 	 The Rt Hon James P r i o r MP 
v
a
 
r
 y of State f o r Education and Science ^ecretary of State f o r Northern I r e l a n d 


The  R t 

S e c r   P e t e r
 Walker MP 	 ^J?eC\Rt Hon George Younger MP 
e t  a


*y o  f State f o r Energy 	 S ^ r ^ t a r y of State f o r Scotland 

foeRt 

ctet ?° n N i c  h o l a  s Edwards MP 	 on P a t r i c k Jenkin MP 
a
 

y
 °f State f o r Wales 	 £ajpj£>of State f o r the Environment 

. 3  ' Hon J o h 
W j j J ? 0 n B i f  f en MP 	 The RtN^on Norman Fowler MP 

i v 
  y Seal 	 Secretary of State f o r S o c i a l Services 

^ Rt 


N o n n a  n
C t  e tar  Tebbit MP 	 The Rt Hon L Spckf i e l  d 

y
 °f State f o r Trade and I n d u s t r y Chancellor o )uchy of Lancaster 


The Rt Hon Mich' l i n  g MP 

y o f
 State f o r Employment 	 M i n i s t e r of Agr i c F i s h e r i e s 


and Food 

:Rt 


s °  Q The Rt Hon Nicholas Ri 
n P e t e r R e e s c 

e
 

C r e  t a r y  , Treasury 	 Secretary of State f o  r 
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THE FOLLOWING WERE ALSO PRESENT 


hn Wakeham MP Mr Malcolm R i f k i n d MP 
Secretary, Treasury M i n i s t e r of S t a t e , Foreign and 

Commonwealth O f f i c e 

Mr John Gummer MP 
i n i s t e  r of State, Department of Employment (Item 1) 


SECRETARIAT 


Si r Robert Armstrong 

Mr A D S Goodall (Items 2 and 3) 

Mr D F Williamson (Items 2 and 3) 

Mr C J S Brearley (Item 1) 

Mr R Watson (Item 1) 


C O N T E N T  S 


Subject 


PARLIAMENTARY AFFAIRS 


Rate Support Grant Repo^ 


Housing B e n e f i t 


FOREIGN AFFAIRS 


East-West R e l a t i o n s 


F a l k l a n d I s l a n d s 


China 


Middle East 


COMMUNITY AFFAIRS 


Community Budget and United Kingdom Refunds 


A g r i c u l t u r e 
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RY 1. The Cabinet were informed of the business t o be taken i  n the 

House of Commons du r i n g the f o l l o w i n g week. 


JHE SECRETARY OF STATE FOR THE ENVIRONMENT said t h a t the debate on 
January on the Rate Support Grant Report (England) 1984-85 would 
^extremely d i f f i c u l t  . Many Government supporters were very 
jerned a t the e f f e c t of the proposed r a t e support grant 

jment, e s p e c i a l l y i  n the s h i r e c o u n t i e s . He b e l i e v e d t h a t , 
would be wrong to make any changes i  n the proposed 

I t f o r 1984-85, he needed t o be able t o give some reassurance 
,1985-86 settlement which, on present p l a n s , was l i k e l  y t o 

grave d i f f i c u l t i e  s f o r many a u t h o r i t i e s which had been 
)-operate w i t h the Government i  n c o n t a i n i n g the growth 

government expenditure. The rate-capping powers included 
is B i l  l would be a v a i l a b l e by 1985-86, and he would l i k e 


t o i n d i c a t e , however guardedly, t h a t some of the savings t h a t would 

accrue as a r e s u l t ^ o f the use of these powers would be used t o ease 

the p o s i t i o n of/^TouVspending a u t h o r i t i e s who were at present having 

t o s u f f e r becauxgM^Sihe excesse.s of the h i g h spenders. He proposed 

to discuss a formi/fatj-pn on these l i n e s w i t h Treasury M i n i s t e r s . 


THE PRIME MINISTER, up a b r i e f d i s c u s s i o n , said t h a t l o c a l 

government spending w b i l  l i o n above planned l e v e l s . I  t was 


to 
an o b j e c t i v e of hi g h prlc> reduce l e v e l s of p u b l i c expenditure 

and t a x a t i o n which would se i n h i b i  t economic recovery. Savings 

from the use of the r a t e - powers were h i g h l y s p e c u l a t i v e a t 

present and should not be p" ed i  n advance. Nonetheless the 

Cabinet agreed t h a t i  t was n y f o r some reassurance, i  n s u i t a b l y 

c autious terms, t o be given in* bate. A form of words should be 

agreed between the Secretary of t $ \ f o r the Environment and the 

Chief Secretary, Treasury. 


The Cabinet ­

1. Took note, w i t h a pproval, of e Prime M i n i s t e r ' s 

summing up of the d i s c u s s i o n . 


2. I n v i t e d the Secretary of State f o r t environment 

and the Chief Secretary, Treasury, t o ag form of 

words a c c o r d i n g l y which the Secretary of :ould 

use i  n the debate on 23 January. 


THE SECRETARY OF STATE FOR SOCIAL SERVICES said t h a t a I 
Conservative members were l i k e l  y to vote f o r the Opposi 
i n t h a t day's debate on housing b e n e f i t . Some others we 
decide only at the end of the debate, and he hoped to pers 
to v o t e aga i n s t the motion or t o a b s t a i n , by i n d i c a t i n g as 
the proposed changes which might be m o d i f i e d . He had i  n min 
of changes which would cost comparatively l i t t l  e i  n foregone sa>i'ngi\ 
but h e l p s u b s t a n t i a l l y t o meet c r i t i c i s m . For example the m i n i m i ^ / J ^ k 
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weekly payment might be he l d a t 20p in s t e a d o f being r a i s e d t o one pound. 

A l t o g e t h e r the changes he had i n mind might t o t a  l £2-3 m i l l i o n  , a f i g u r e 

to which the Chief Secretary, Treasury was prepared to agree. More 

g e n e r a l l y , the a d m i n i s t r a t i o n of the scheme by l o c a l a u t h o r i t i e s was 

now working much b e t t e r - the recent r e p o r t of the N a t i o n a l A s s o c i a t i o n 

f C i t i z e n s Advice Bureaux r e f e r r e d t o the s t a t e of a f f a i r  s 8 or 9 months' 

p - and the scheme was an undoubted improvement on what had gone b e f o r e , 


i  t was important to consider the e f f e c t on those who were paying 

the b e n e f i t as w e l l as on the r e c i p i e n t s , and he was i  n no doubt 


savings being sought were j u s t i f i e d  . 


^h^>Cab 


eed t h a t the Secretary of State f o  r 

Sod^aJ^Services might i n d i c a t e changes t o h i s 

proposals i  n t h a t day's debate w i t h i n a t o t a  l cost 

of no more than £2-3 m i l l i o  n i  n foregone savings. 


2. THE MINIST ATE, FOREIGN AND. COMMONWEALTH OFFICE, (MR RIEKIND) ,
said t h a t the Con: on Disarmament i  n Europe which had opened 
i n Stockholm on' 17 was the focus of keen i n t e r n a t i o n a l i n t e r e s t 
as the only s i g n i f i e  d urn i  n which East-West s e c u r i t y issues were 
under d i s c u s s i o n . The" d States President's speech of 16 January 
c a l l i n  g f o  r a more const East-West dialogue had been warmly 
welcomed by European meml the A t l a n t i c A l l i a n c e , and had helped 
t o put the Russians on the1 i v e ; t h e i  r r e a c t i o n t o i  t had been 
p r e d i c t a b l y negative.'' But vious day's b i l a t e r a  l meeting i  n 
the margins of the Conference' en the U n i t e d States Secretary of 
Stat e , Mr S h u l t z , and the Sovi i g n M i n i s t e r , Mr Gromyko, had, 
according t o the Americans, gon than expected. Mr Gromyko 
had complained sharply at the ear atement by Mr Shultz t h a t the 
United States d i d not accept the le' ,cy of the post-war d i v i s i o n 
of Germany and Europe; but polemic en avoided and the exchanges 
had been serious and b u s i n e s s - l i k e bmyko had made i  t c l e a r t h a t , 
although the Soviet Union was not p r e p a i  d t o resume n e g o t i a t i o n s on 
S t r a t e g i c Arms Reductions or on I n t e r m e d i a t e Range Nuclear Forces, 
i  t d i d not regard the Vienna n e g o t i a t i o n s on Mutual and Balanced Force 
Reductions as being i  n suspense and expected tyf@£x t o resume s h o r t l y . 
The Foreign and Commonwealth Secretary was havtingva b i l a t e r a  l meeting 
w i t h Mr Gromyko t h a t day and expected to cover^S^OT^tfhe same ground as 
had been covered i  n Mr Gromyko's t a l k w i t h Mr S The i n d i c a t i o n s 
were t h a t the Western wish t o resume the East-We ue and 
Western pressure on the Soviet Union t o r e t u r n to t c o n t r o l 
n e g o t i a t i n g t a b l e were p u t t i n g the Russians i  n some 1 d i f f i c u l t y  , 
The Russians f o r t h e i r p a r t were concerned t o demonstra t they 
were not acquiescing i  n the c u r r e n t Western deployment 
i n t e r m e d i a t e nuclear weapons. 
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minute 5 


Ch 

C(8 3 ) 

Mi nut 

e 2 

e
 East 


Ref 


Usi°ns, 

THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, s a i d t h a t the 

M i n i s t e r o f S t a t e , Foreign and Commonwealth O f f i c e , (Baroness Young), 

had j u s  t r e t u r n e d from an o f f i c i a  l v i s i  t t o the F a l k l a n d I s l a n d s 

where she had reassured the I s l a n d e r s t h a t t h e r e was no q u e s t i o n of 

the Uni t e d Kingdom Government e n t e r i n g i n t o n e g o t i a t i o n s w i t h the 

Government of Arg e n t i n a on the qu e s t i o n o f s o v e r e i g n t y . She had 


jde i  t c l e a r t h a t the Government would welcome normal r e l a t i o n s w i t h 

^ n t i n a but would continue t o honour i t  s commitment t o the I s l a n d e r s . 

"iad encountered considerable pressure from the I s l a n d e r s f o r the 

" ^ d e c l a r a t i o n of a 200-mile f i s h e r i e s zone around the 


isla n d s , as had been recommended i  n the r e p o r t o f 

le t o n ' s Committee. This was due t o be discussed i  n the 


Committee on Defence and Oversea P o l i c y s h o r t l y . 


THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, s a i d t h a t 

t h e re had been a s i g n i f i c a n t improvement i  n r e l a t i o n s between the 

United States andr-rthe People's Republic of China. The Chinese 


. Prime M i n i s t e r , lhao, had been i n Washington the prev i o u s week 
and P r e s i d e n t Ri s due t o v i s i  t Peking i  n A p r i l  . Mr Zhao 
had made i  t c l e a r h i n g t o n t h a t the Chinese d i d not expect any 
s i g n i f i c a n t improv t h e i  r r e l a t i o n s w i t h the Soviet Union 
and were anxious t o 
 t h e i  r r e l a t i o n s w i t h the United S t a t e s : 

he had s a i d t h a t the ,n f o r China was not whether a cou n t r y was 
s o c i a l i s  t or c a p i t a l i s t  , ' e t h e r i  t was f r i e n d l  y or u n f r i e n d l y , 
The Chinese were c l e a r l y o a t t r a c t t e c h n o l o g i c a l and f i n a n c i a l 
support from the Western 
 r t h e i r m o d e r n i s a t i o n programme, 
Both sides appeared t o have 
 down the Taiwan i s s u e ; and 
Mr Zhao's statement t h a t the 
 e v e n t u a l l y devised f o r Hong Kong 
would apply a l s o to Taiwan was 
 evidence of Chinese concern 
t o f i n  d a s o l u t i o n t o the Hong 
 >blem which would i  n the long 
term set a c o n s t r u c t i v e precedent 
"oV^aiwan. 


THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, s a i d t h a t t h e r e 

had been no major developments i  n the Middle East d u r i n g the past week. 

But the t r a g i c a s s a s s i n a t i o n of the Pre s i d e n t of the American 

U n i v e r s i t y i  n B e i r u t was l i k e l  y t o undermine c^Si^dence and s t a b i l i t  y 

t h e r e s t i l  l f u r t h e r . 


The Cabinet -


Took note. 
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3. THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE (MR RIFKIND) 
said t h a t i  t seemed l i k e l  y t h a t France, which had now assumed the 
Presidency of the Council of M i n i s t e r s , would continue the n e g o t i a t i o n s 

the f u t u r e f i n a n c i n g of the Community and r e l a t e d issues mainly i  n 

e Council of M i n i s t e r s (Foreign A f f a i r s ) and the f u n c t i o n a l Councils 


i n b i l a t e r a  l discussions r a t h e r than i  n Special Councils. The 

d Kingdom had i n d i c a t e d t h a t t h e re must continue t o be proper 

i n a t i o n of the n e g o t i a t i o n s as a whole. Some smaller member s t a t e s 


ous a t the r i s k of t h e i r being excluded from b i l a t e r a  l 

among the major member s t a t e s . I  t was s t i l  l u nclear whether 


c o n t r o l of Community spending t a b l e d l a s t year by the 

er of Finance, Monsieur D e l o r s , remained a p a r t of French 

peech by the French Foreign M i n i s t e r , Monsieur Cheysson, 

n Parliament on 18 January had contained l i t t l  e new about 


f a i r s  . On the q u e s t i o n of the budget i n e q u i t y , 

Monsieur Cheysson had acknowledged the problem and the need f o r a 

s o l u t i o n , a t l e a s t f o r a c e r t a i n p e r i o d . This seemed t o i n d i c a t e t h a t 

France's own p o s i t i  m on a l a s t i n g or a t i m e - l i m i t e d s o l u t i o n remained 

unresolved. On t/ne ^ g u l a t i o n  s necessary f o r the payment of the Un i t e d 

Kingdom's 1983 re^Ohd^s^it was now probable t h a t the European Parliament 

would g i v e i t  s Opin^n/j/n February. This was an acceptable t i m e t a b l e , 

provided t h a t other chrffcbculties were r e s o l v e d . 


THE MINISTER OF AGRICULTU! RIES AND FOOD drew a t t e n t i o n t o the 

r e p o r t t h a t President M i t t e ' dismissed from h i s post the senior 

o f f i c i a  l r e s p o n s i b l e f o r law er i  n the area i  n which demonstrators 

had r e c e n t l y h i j a c k e d two B r  i r i e s c a r r y i n g lamb. 


The Cabinet -


Took note. 


Cabinet O f f i c e 


19 January 1984 
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