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[ N T / R Y 1. T h e C a b i n e t w e r e i n f o r m e d of the b u s i n e s s to be t a k e n i n the 
House of C o m m o n s d u r i n g the f o l l o w i n g week . 

2. T h e C a b i n e f s d i s c u s s i o n i s r e c o r d e d s e p a r a t e l y . 

3. T H E P R I M E M I N I S T E R s a i d that the s u c c e s s f u l v i s i t of P r i m e 
M in i s t e r H u a Guo f eng of C h i n a , w h i c h was s t i l l i n p r o g r e s s , was 
po l i t i ca l l y s i g n i f i c a n t g i v e n C h i n a ' s s i z e and p o t e n t i a l a n d h e r c h a n g i n g 
attitude t owa rd s the W e s t . He h a d p r o v e d open a n d f r i e n d l y i n m a n n e r , 
with c l e a r i f p r e d i c t a b l e v i e w s on m o s t i n t e r n a t i o n a l i s s u e s . 
Immediate c o m m e r c i a l r e s u l t s w e r e not e x p e c t e d ; d e c i s i o n s on p o s s i b l e 
o rders wou ld no doubt be c o n s i d e r e d a f t e r the C h i n e s e d e l e g a t i o n h a d 
returned to C h i n a . B u t o u r p o s i t i o n on H a r r i e r s a l e s h a d b e e n m a d e 
c lear , and the C h i n e s e h a d shown c l o s e and i n f o r m e d i n t e r e s t i n a w ide 
range of B r i t i s h i n d u s t r i e s . 

T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y s a i d that r e p o r t s 
which had a p p e a r e d i n the U n i t e d S ta t e s o f a n u c l e a r e x p l o s i o n i n the a r e a 
of Southern A f r i c a w e r e u n f o r t u n a t e . T h e i m p l i c a t i o n was , o f c o u r s e , 
that South A f r i c a h a d e x p l o d e d a n u c l e a r b o m b , at a t i m e w h e n a b u i l d - u p 
of i n t e rna t i ona l c r i t i c i s m of the South A f r i c a n s at t h i s j u n c t u r e c o u l d 
damage ou r i n t e r e s t s , eg i n R h o d e s i a and N a m i b i a . T h i s was the m o r e 
unfortunate i n that , to the b e s t of o u r k n o w l e d g e , t h e r e was no t enough 
evidence to c o n c l u d e that any n u c l e a r e x p l o s i o n h a d i n f ac t o c c u r r e d . 

T h e C a b i n e t -

T o o k no te . 
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4. T H E P R I M E M I N I S T E R s a i d that the F e d e r a l G e r m a n 
C h a n c e l l o r , at h e r m e e t i n g w i th h i m i n B o n n the p r e v i o u s d a y , h a d 
shown u n d e r s t a n d i n g f o r o u r o b j e c t i v e s o n the C o m m u n i t y budget , and 
would not h i m s e l f be a n o b s t a c l e to o u r a c h i e v i n g t h e m ; but he h a d g i v e n 
her a c l e a r w a r n i n g that e t h e r m e m b e r s t a t e s , i n c l u d i n g s o m e of the 
s m a l l e r c o u n t r i e s who w e r e do ing e x c e p t i o n a l l y w e l l out o f the e x i s t i n g 
budgetary a r r a n g e m e n t s , wou ld a r g u e that we s h o u l d not now e x p e c t to 
renegotiate yet a g a i n the t e r m s o n w h i c h we h a d e n t e r e d the E u r o p e a n 
E c o n o m i c C o m m u n i t y ( E E C ) . We s h o u l d c l e a r l y have a ba t t l e to get 
even the m a j o r p a r t o f what we e x p e c t e d by way of r e l i e f to o u r ne t 
budget c o n t r i b u t i o n d u r i n g the f i n a n c i a l y e a r 1980-81 . 

In a b r i e f d i s c u s s i o n i t was s u g g e s t e d that we h a d a p a r t i c u l a r l y d i f f i c u l t 
negotiating hand to p l a y : we h a d to s t r i k e a b a l a n c e b e tween a d e s i r a b l e 
demons t r a t i on of the s t r e n g t h of d o m e s t i c p u b l i c o p i n i o n i n s u p p o r t o f the 
G o v e r n m e n t s p o s i t i o n and i n v i t i n g a v e r y a d v e r s e r e a c t i o n f r o m that 
publ ic op in i on i f at the E u r o p e a n C o u n c i l at D u b l i n we a c h i e v e d 
something l e s r than o u r f u l l n e g o t i a t i n g o b j e c t i v e s . It h a d b e e n 
n e c e s s a r y and r i g h t to take a s t r c n g p o s i t i o n , i n o r d e r to e n s u r e that 
other m e m b e r s ta tes w e r e a w i r e o f the p o l i t i c a l i m p o r t a n c e f o r the 
G o v e r n m e n t of d e a l i n g s a t i s f a c t o r i l y w i th the i s s u e . T h e u n d e r l y i n g 
truth was that o u r m e m b e r s h i p of the E E  C was at s take i n the 
G o v e r n m e n t 1 s i n s i s t e n c e u p o n a r e s u l t that was r e a s o n a b l e a n d f a i r , 
though, i f the m a t t e r e v e r c a m e to that p o i n t , the a d v a n t a g e s a s w e l l a s 
the d i s advantages of o u r m e m b e r s h i p w o u l d n e e d to be v e r y c a r e f u l l y 
weighed. 

T H E M I N I S T E R O F A G R I C U L T U R E , F I S H E R I E S A N D F O O D s a i d that at 
a meet ing of the C o u n c i l o f M i n i s t e r s ( F i s h e r i e s ) e a r l i e r i n the week the 
C o m m i s s i o n had b e e n e n c o u r a g e d to b r i n g f o r w a r d n e w p r o p o s a l s o n the 
C o m m o n F i s h e r i e s P o l i c y and the F r e n c h h a d now a g r e e d to have f u r t h e r 
b i l a t e r a l t a l k s . T h e s e d e v e l o p m e n t s w e r e h e l p f u l . A t a s u b s e q u e n t 
i n f o r m a l m e e t i n g w i th M i n i s t e r s o n l y , C o m m i s s i o n e r G u n d e l a c h h a d 
outl ined h i s p l a n s f o r d e a l i n g w i th the c a s h c r i s i s f a c i n g the C o m m o n 
A g r i c u l t u r a l P o l i c y . M o s t M i n i s t e r s h a d a g r e e d that t h e r e was a c r i s i s , 
but they had r e s e r v a t i o n s about the C o m m i s s i o n ^ p l a n s to cut quo ta s f o r 
sugar and to i m p o s e a l e v y on m i l k p r o d u c e r s . A s to s h e e p m e a t , the 
C o m m i s s i o n had now i n f o r m e d the F r e n c h G o v e r n m e n t that , u n l e s s they 
took m e a s u r e s to open t h e i r m a r k e t f o r s h e e p m e a t i n c o m p l i a n c e w i t h 
the judgment of the E u r o p e a n C o u r t , b e f o r e the e n d of the week , a 
further case wou ld be t a k e n to the C o u r t . No p r o g r e s s h a d b e e n m a d e 
towards a g r e e i n g u p o n a C o m m u n i t y s h e e p m e a t r e g i m e . 

In a b r i e f d i s c u s s i o n i t was s u g g e s t e d that , i f the F r e n c h c o n t i n u e d to a c t 
i l l e ga l l y , th i s wou ld g ive u s an e x t r a c a r d to p l a y i n the n e g o t i a t i o n s on 
the budget. On the o the r h a n d , i t c o u l d c r e a t e d i f f i c u l t i e s o v e r the 
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i m p l e m e n t a t i o n of the C o u r t ' s r u l i n g on t a c h o g r a p h s , w h e r e f o r the 
moment the re d i d not s e e m to be v e r y w i d e s p r e a d s u p p o r t f o r the 
threatened i n d u s t r i a l a c t i o n . 

T h e C a b i n e t -

T o o k n o t e . 
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5. T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m by the C h a n c e l l o r of the 
E x c h e q u e r (C (79) 48) s e t t ing out the c a s h l i m i t s p r o p o s e d f o r the 
na t i ona l i s ed i n d u s t r i e s i n the f i n a n c i a l y e a r 1980-81. T h e y a l s o 
c o n s i d e r e d l e t t e r s a n d m i n u t e s f r o m the S e c r e t a r y of State f o r E n e r g y 
(25 O c t o b e r , 30 O c t o b e r a n d 31 O c t o b e r ) about the c a s h l i m i t s f o r the 
Nat iona l C o a l B o a r d , f o r the e l e c t r i c i t y i n d u s t r y f o r E n g l a n d and W a l e s , 
and for the B r i t i s h G a s C o r p o r a t i o n , and f r o m the S e c r e t a r y of State f o r 
Scot land dated 31 O c t o b e r about the c a s h l i m i t s f o r the S c o t t i s h 
E l e c t r i c i t y B o a r d s . 

T H E C H I E F S E C R E T A R Y , T R E A S U R Y , s a i d that , s i n c e the C h a n c e l l o r 
of the E x c h e q u e r ' s p a p e r had b e e n c i r c u l a t e d , p r o v i s i o n a l a g r e e m e n t 
had been r e a c h e d i n c o r r e s p o n d e n c e o n c a s h l i m i t s f o r the e n e r g y 
i n d u s t r i e s , i n l i n e w i t h d e c i s i o n s t a k e n i n the M i n i s t e r i a l C o m m i t t e e o n 
E c o n o m i c S t r a t e g y , T h e c a s h l i m i t s p r o p o s e d w e r e d e r i v e d f r o m the 
publ ic e x p e n d i t u r e and p r i c i n g d e c i s i o n s a l r e a d y t a k e n by M i n i s t e r s , 
f r o m the i n d u s t r i e s ' own f o r e c a s t s o f r e v e n u e , and f r o m the T r e a s u r y ' s 
i n t e rna l e c o n o m i c f o r e c a s t s . T h e i n f l a t i o n a s s u m p t i o n s o n w h i c h they 
r e s t ed w e r e b r o a d l y c o m p a t i b l e w i t h t h o s e a d o p t e d b y the C a b i n e t f o r the 
Rate Support G r a n t (RSG ) . T h e c a s h l i m i t s w e r e , h o w e v e r , o f a 
di f ferent c h a r a c t e r f r o m those w h i c h a p p l i e d to l o c a l a u t h o r i t y o r c e n t r a l 
gove rnment e x p e n d i t u r e . T h e y w e r e l i m i t s o n the p r o v i s i o n of e x t e r n a l 
f inance, w h i c h was the d i f f e r e n c e b e t w e e n the f i n a n c e g e n e r a t e d f r o m the 
i n d u s t r i e s ' i n t e r n a l r e s o u r c e s a n d t h e i r t o t a l f i n a n c i a l r e q u i r e m e n t s . 
They thus d i f f e r e d f r o m o t h e r c a s h l i m i t s , and the C h a n c e l l o r of the 
E x c h e q u e r c o n s i d e r e d that i t wou ld be m o r e s e n s i b l e to r e f e r to t h e m i n 
future as " e x t e r n a l f i n a n c i n g l i m i t s " r a t h e r t h a n " c a sh l im i t s 1 ' a s suggested 
by the Nationalised Industries Chairrnen's G r o u p . T h e C h a i r m e n ' s G r o u p h a d 
a lso sugges ted ( in a l e t t e r w h i c h was a n n e x e d to the C h a n c e l l o r of the 
E x c h e q u e r ' s p a p e r ) a s i ng l e g l o b a l c a s h l i m i t f o r a l l the n a t i o n a l i s e d 
i n d u s t r i e s . He p r o p o s e d to r e j e c t t h i s a p p r o a c h , w h i c h w o u l d d i f fuse 
f i nanc i a l r e s p o n s i b i l i t y a n d c o n t r o l . T h e o t h e r p o i n t s i n the G r o u p ' s 
l e t ter shou ld be e x p l o r e d i n d i s c u s s i o n w i th the C h a i r m e n , but i t s h o u l d 
be made c l e a r to t h e m that the G o v e r n m e n t h a d a l r e a d y a g r e e d the 
l i m i t s to a p p l y to 1980-81. If the C a b i n e t e n d o r s e d the f i g u r e s n o w 
p roposed , he sugge s t ed that the s p o n s o r M i n i s t e r s s h o u l d d i s c u s s the 
i nd i v i dua l f i g u r e s w i th the C h a i r m e n c o n c e r n e d , and that the c o m p l e t e 
set of l i m i t s s h o u l d be p u b l i s h e d i n the m i d d l e of N o v e m b e r , at the s a m e 
t ime as the G o v e r n m e n t a n n o u n c e d i t s d e c i s i o n s o n the R S G . 

In d i s c u s s i o n the re was g e n e r a l s u p p o r t f o r the a p p r o a c h to c a s h l i m i t s 
for the n a t i o n a l i s e d i n d u s t r i e s set out i n the C h a n c e l l o r o f the 
E x c h e q u e r ' s p a p e r . It was , h o w e v e r , s u g g e s t e d that the p a r t i c u l a r 
f i gures p r o p o s e d f o r B r i t i s h R a i l and the N a t i o n a l B u s C o m p a n y w e r e 
too low, and wou ld l e a d to p o l i t i c a l l y u n a c c e p t a b l e f a r e i n c r e a s e s . 
T h e r e w e r e a l s o d i f f i c u l t i e s o v e r the f i g u r e f o r B r i t i s h A i r w a y s w h i c h 
r e q u i r e d f u r t h e r e x a m i n a t i o n . T h e l i m i t s p r o p o s e d f o r the B r i t i s h 
Steel C o r p o r a t i o n and for the P o s t O f f i ce h a d b e e n a g r e e d , but the 

CONFIDENTIAL 



CONFIDENTIAL 

Cabinet shou ld r e c o g n i s e that d i f f i c u l t d e c i s i o n s o n p l an t c l o s u r e s a n d 
on p r i c i n g wou ld be n e e d e d to k e e p w i t h i n t h e m . It was a l s o s u g g e s t e d 
that the a l l o w a n c e s m a d e f o r wage c o s t s m i g h t i n s o m e c a s e s be 
u n r e a l i s t i c a l l y l ow . If i n s i s t e n c e on s u c h l o w l i m i t s l e d to s t r i k e a c t i o n , 
the r e s u l t m i g h t be that the i n d u s t r i e s w o u l d be f o r c e d i n e s c a p a b l y i n t o 
even l a r g e r b r e a c h e s o f t h e i r c a s h l i m i t s t h a n t h e y w o u l d i f t h e y 
conceded a s l i g h t l y m o r e g e n e r o u s wage s e t t l e m e n t . A g a i n s t t h i s , i t 
was a r gued that the C a b i n e t h a d a l r e a d y a p p r o v e d the m a i n l i n e s on 
which c a s h l i m i t s s h o u l d be set f o r the n a t i o n a l i s e d i n d u s t r i e s , a n d that 
the f i gu r e s c o n c e r n e d h a d , w i th m i n o r e x c e p t i o n s , b e e n a g r e e d w i th the 
r e spons i b l e M i n i s t e r s . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
Cabinet now a p p r o v e d the c a s h l i m i t s set out i n A n n e x A to C (79 ) 48 , a s 
mod i f i ed and s u p p l e m e n t e d i n l a t e r c o r r e s p o n d e n c e , w i t h the e x c e p t i o n 
of those f o r B r i t i s h R a i l , the N a t i o n a l B u s C o m p a n y , and the B r i t i s h 
A i r w a y s B o a r d . T h e C a b i n e t saw f o r c e i n the a r g u m e n t s a d v a n c e d by 
the M i n i s t e r s c o n c e r n e d f o r h i g h e r cash l i m i t s f o r those i n d u s t r i e s than 
those p r o p o s e d b y the T r e a s u r y , and no t ed that the C h i e f S e c r e t a r y , 
T r e a s u r y , was p r e p a r e d to c o n s i d e r s y m p a t h e t i c a l l y a p p r o p r i a t e 
ad justments . T h e C h i e f S e c r e t a r y , T r e a s u r y , and the M i n i s t e r s 
conce rned shou ld a g r e e r e v i s e d f i g u r e s a c c o r d i n g l y i n the n e x t f ew d a y s . 
The Cab ine t w e r e i n a g r e e m e n t that the s p o n s o r M i n i s t e r s s h o u l d i n f o r m 
the C h a i r m e n of the i n d u s t r i e s o f the C a b i n e t 1 s d e c i s i o n s ; that the 
C h a n c e l l o r of the E x c h e q u e r s h o u l d a r r a n g e f o r the a p p r o v e d l i m i t s to 
be p u b l i s h e d o n o r about the date of the G o v e r n m e n t s a n n o u n c e m e n t 
about the R S G ; that the date of p u b l i c a t i o n s h o u l d be d i s c u s s e d a n d 
agreed among the M i n i s t e r s r e s p o n s i b l e f o r n a t i o n a l i s e d i n d u s t r i e s a n d 
those r e s p o n s i b l e f o r the R S G ; and that the C h a n c e l l o r of the E x c h e q u e r 
should then r e p l y to the N a t i o n a l i s e d I n d u s t r i e s C h a i r m e n ' s G r o u p o n the 
l ines sugges ted i n p a r a g r a p h 12 of h i s p a p e r . 

T h e C a b i n e t -

T o o k note , w i th a p p r o v a l , o f the P r i m e M i n i s t e r ' s 


s u m m i n g up of t h e i r d i s c u s s i o n , and i n v i t e d the 


M i n i s t e r s c o n c e r n e d to p r o c e e d a c c o r d i n g l y . 
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6, T H E S E C R E T A R Y O F S T A T E F O R I N D U S T R Y s a i d that a 
substant ia l m a j o r i t y o f the w o r k f o r c e a p p e a r e d to h a v e vo ted f o r the 
m a n a g e m e n t 1 s r e s t r u c t u r i n g p l a n s i n the r e c e n t b a l l o t . T h e G o v e r n m e n t 
would now c o m e u n d e r s t r o n g p r e s s u r e to p r o v i d e the n e c e s s a r y f i n a n c e 
to c a r r y t h r o u g h the p l a n s 0 T h e r e w a s a l r e a d y i.215 m i l l i o n p r o v i d e d 
in the P u b l i c E x p e n d i t u r e S u r v e y f o r t h i s p u r p o s e , out of the o r i g i n a l 
£1 , 000 m i l l i o n set a s i d e f o r B r i t i s h L e y l a n d ; bu t the m a n a g e m e n t 
was expec ted to s eek a f u r t h e r £200 m i l l i o n f o r the r e s t r u c t u r i n g p l a n s . 
S i r M i c h a e l E d w a r d e s h a d m a d e i t c l e a r that h e w o u l d no t a s k f o r t h i s 
money i f the r e s t r u c t u r i n g p l a n was no t s u b s t a n t i a l l y s u p p o r t e d i n the 
ba l lot , and was b e i n g s c r u p u l o u s l y f a i r m m a k i n g i t c l e a r that the 
G o v e r n m e n t was no t c o m m i t t e d to p r o v i d e t h i s m o n e y . M i n i s t e r s 
should a v o i d g i v i n g ai^y i m p r e s s i o n i n p u b l i c that the r e s u l t o f the 
ba l lo t n e c e s s a r i l y m a d e p r o v i s i o n of the a d d i t i o n a l f i n a n c e c e r t a i n . 
One i m p o r t a n t f a c t o r to w h i c h M i n i s t e r s w o u l d n e e d to h a v e r e g a r d 
would be the at t i tude of the w o r k f o r c e i n the &%j.7£3nt wage n e g o t i a t i o n s . 

T H E P R I M E M I N I S T E R , s u m m i n g up a b r i e f d i s c u s s i o n , s a i d that 
M i n i s t e r s wou ld n e e d to c o n s i d e r the f u tu r e o f B r i t i s h L e y l a n d s h o r t l y , 
and the S e c r e t a r y of State f o r I n d u s t r y s h o u l d b r i n g f o r w a r d p r o p o s a l s 
when he was r e a d y . 

T h e C a b i n e t -

T o o k n o t e . 
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7. T h e C a b i n e t c o n s i d e r e d m e m o r a n d a by the C h a n c e l l o r o f the 
E x c h e q u e r (C (79) 50), the L o r d P r e s i d e n t o f the C o u n c i l (C (79 ) 55), 
the S e c r e t a r y of State f o r E n e r g y (C (79) 53), a n d the M i n i s t e r o f 
T r a n s p o r t (C(79) 52), about the fu ture of V e h i c l e E x c i s e D u t y ( V E D ) . 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R s a i d that h i s m e m o r a n d u m , 
and the a t t ached r e p o r t by o f f i c i a l s , set out the a r g u m e n t s f o r a n d 
against the a b o l i t i o n of V E D  . A l t h o u g h t h e r e w e r e a n u m b e r o f 
subs i d i a ry a r g u m e n t s , the m a i n q u e s t i o n was w h e t h e r a d e c i s i o n to 
d ispense w i th a tax w h i c h r a i s e d a c o n s i d e r a b l e a m o u n t of r e v e n u e , 
whose l o s s wou ld have to be and c o u l d o n l y be r e p l a c e d by i n c r e a s i n g 
the p e t r o l duty , wou ld be j u s t i f i e d i n o r d e r to a c h i e v e s a v i n g s o f l i t t l e 
mo re than 1, 000 staff . V E D was a l r e a d y b r i n g i n g i n s o m e 
£875 m i l l i o n p e r a n n u m , and i f t h i s w e r e r e v a l o r i s e d f o r o n l y one y e a r ' s 
in f la t ion , the i n c o m e w o u l d be i n e x c e s s o f £1, 000 m i l l i o n . T o r e c o u p 
the s ame r ev tJ iue f r o m an a d d i t i o n to p e t r o l duty wou ld a d d 19 j p now, 
and a f u r the r 6^p l a t e r to m a t c h the y iw l d o f a r e v a l o r i s e d V E D  . In h i s 
view i n c r e a s e s i n p e t r o l duty w o u l d be l e s s p u b l i c l y a c c e p t a b l e than 
i n c r e a s e s i n V E D  , p a r t i c u l a r l y s i n c e m o t o r i s t s w o u l d s t i l l f a ce the 
inconven ience of r e g i s t r a t i o n w i th an a n n u a l fee o f s a y £5 , e v e n i f V E  D 
were a b o l i s h e d . T h e r e w e r e o t h e r d i s a d v a n t a g e s , t oo : i n p a r t i c u l a r , 
the d i s a b l e d , who w e r e c u r r e n t l y e x e m p t f r o m V E D , w o u l d l o s e a 
benefit and wou ld d e m a n d c o n c e s s i o n a r y p e t r o l p r i c e s i n l i e u . In h i s 
v iew i t was i n c o n c e i v a b l e that the G o v e r n m e n t s h o u l d g i v e u p the 
f l ex ib i l i ty a f f o r d e d b y s u c h a l a r g e i n d e p e n d e n t s o u r c e o f t ax , i n 
exchange f o r a d m i n i s t r a t i v e s a v i n g s w h i c h m i g h t a m o u n t to o n l v about 
£15 m i l l i o n p e r a n n u m . 

T H E L O R D P R E S I D E N T O F T H E C O U N C I L s a i d that the s ta f f s a v i n g s 
a s soc i a t ed with a b o l i t i o n wou ld m a k e a m a j o r c o n t r i b u t i o n to the 
targets fo r r e d u c t i o n s i n the C i v i l S e r v i c e . T h e V E D was a n u n p o p u l a r 
tax, whose a b o l i t i o n w o u l d be w i d e l y w e l c o m e d , a n d e v a s i o n was h i g h . 
The d i s advan tage s of a b o l i t i o n w e r e not a s g r e a t a s was s u g g e s t e d , a n d 
he would f avou r that c o u r s e . 

T H E S E C R E T A R Y O F S T A T E F O R E N E R G Y s a i d tha t he w o u l d f a v o u r 
abo l i t ion on e n e r g y - s a v i n g g r o u n d s . T h e p u m p p r i c e o f p e t r o l i n the 
United K i n g d o m was the l o w e s t i n E u r o p e , and a n i n c r e a s e i n p e t r o l 
p r i ce of 19p, to c o m p e n s a t e f o r the l o s s of V E D , w o u l d r e s u l t i n 
s igni f icant fue l s a v i n g s wi thout a l t e r i n g the b u r d e n of m o t o r i n g 
taxat ion. 

T H E M I N I S T E R O F T R A N S P O R T s a i d that i n O p p o s i t i o n the G o v e r n m e n t 
had taken up a c l e a r p o s i t i o n a g a i n s t the a b o l i t i o n o f V E D  . If the t a x 
was r e t a i n e d , i t wou ld s t i l l be p o s s i b l e to a c h i e v e s u b s t a n t i a l , t hough 
l e s s e r , s a v ing s i n m a n p o w e r i n the C i v i l S e r v i c e , b y s i m p l i f i c a t i o n o f 
V E D , and by a r r a n g i n g f o r p a r t of the w o r k to be done by the P o s t O f f i c e . 
He would f avou r r e t e n t i o n o f the tax , c o u p l e d w i th e f f o r t s to a c h i e v e the 
staff s av ings w h i c h he had m e n t i o n e d . 

7 


CONFIDENTIAL 




CONFIDENTIAL 

In d i s c u s s i o n i t wa s a r g u e d that i n v i e w of the c l e a r p o l i c y s t ance a d o p t e d 
in Oppos i t i on , on w h i c h s u p p o r t e r s h a d r e l i e d d u r i n g the E l e c t i o n , 
strong a r g u m e n t s w o u l d be n e e d e d to j u s t i f y a change ot v i e w now. V.. 
A l though V E  D was a n u n p o p u l a r t ax , the r e t e n t i o n of r e g i s t r a t i o n , w i t h a 
£5 fee, c o m b i n e d w i th a h i g h e r p e t r o l p r i c e , w o u l d c o n s i d e r a b l y 
d i m i n i s h the a t t r a c t i o n of a b o l i t i o n to the m o t o r i s t . T h e r e was r o o m 
for a r g u m e n t about the e f f ec t on the r u r a l m o t o r i s t , but t h e r e was 
undoubtedly a s t r o n g b e l i e f a m o n g r e s i d e n t s of r u r a l a r e a s that a change 
of this k i n d w o u l d be to t h e i r d i s a d v a n t a g e . T h e r e was e v i d e n c e to 
suggest that the change w o u l d be p a r t i c u l a r l y d i s a d v a n t a g e o u s f o r 
r e s idents o f the H i g h l a n d s of S c o t l a n d . T h e f i n a n c i a l c o n s e q u e n c e s f o r 
the d i s a b l e d , and the a r g u m e n t that s o m e s u p p l e m e n t a r y h e l p f o r t h i s 
group wou ld be n e e d e d i n p e t r o l t ax was i n c r e a s e d , was a l r e a d y a s o u r c e 
of p r e s s u r e f r o m the r e l e v a n t g r o u p s . 

In d i s c u s s i o n i t was s u g g e s t e d that , i f i t was d e c i d e d to r e t a i n the V E D  , 
no f i r m a n n o u n c e m e n t n e e d be m a d e u n t i l the n e x t B u d g e t s t a t e m e n t , a n d 
that ques t ions m e a n w h i l e w o u l d be d e f l e c t e d by s a y i n g that the f u tu r e of 
the tax was s t i l l u n d e r r e v i e w . O n the o t h e r h a n d i t w o u l d be d e s i r a b l e 
to make p r o g r e s s o n the c h a n g e s to a c h i e v e staf f s a v i n g s , a n d t h i s 
would i n v o l v e c o n s u l t a t i o n w i th Staff S i d e s a n d w i th the P o s t O f f i c e . It 
seemed u n l i k e l y that news of the d e c i s i o n c o u l d be h e l d b a c k u n t i l the 
Budget, and i t m i g h t t h e r e f o r e be p r e f e r a b l e to e n d any u n c e r t a i n t y at 
an e a r l i e r date . In c o n s i d e r i n g the p o s s i b i l i t y o f m o v i n g f r o m f o u r 
months to s i x m o n t h s l i c e n c e s , i t was s u g g e s t e d that s o m e u s e r s 
might w e l l p r e f e r to be ab le to tax a v e h i c l e f o r the s u m m e r p e r i o d , and 
leave i t un taxed f o r the w i n t e r . A n y m o v e to s i x - m o n t h l y l i c e n c e s 
should be a r r a n g e d w i th t h i s f a c t o r i n m i n d . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that s t r o n g 
a r gument s w e r e n e e d e d to j u s t i f y a m a j o r change i n t a x a t i o n p o l i c y . 
The Cab ine t h a d c o n c l u d e d that V E  D s h o u l d be r e t a i n e d . T h e M i n i s t e r 
of T r a n s p o r t s h o u l d s eek v i g o r o u s l y to a c h i e v e a l l p o s s i b l e s a v i n g s i n 
the staff e m p l o y e d on t h i s w o r k by s i m p l i f y i n g the tax , and by 
t r a n s f e r r i n g o f w o r k to the P o s t O f f i c e , on the l i n e s s u g g e s t e d i n h i s 
m e m o r a n d u m . T h e C h a n c e l l o r of the E x c h e q u e r s h o u l d c o n s i d e r 
further the q u e s t i o n of an a n n o u n c e m e n t , a n d i t s t i m i n g , and s h o u l d 
r epo r t h i s c o n c l u s i o n s to the C a b i n e t at an e a r l y date . 

T h e C a b i n e t -

T o o k n o t e , w i th a p p r o v a l , of the P r i m e M i n i s t e r s 


s u m m i n g up of t h e i r d i s c u s s i o n a n d i n v i t e d the 


C h a n c e l l o r o f the E x c h e q u e r a n d the M i n i s t e r of 


T r a n s p o r t to be g u i d e d a c c o r d i n g l y . 
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8 T h e C a b i n e t ' s d i s c u s s i o n and the c o n c l u s i o n s r e a c h e d a r e 

r e c o r d e d s e p a r a t e l y . 
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S N  T IS T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

C O P Y N O

C A B I N E T 

L I M I T E D C I R C U L A T I O N A N N E X 

C C ( 7 9 ) 1 9 t h C o n c l u s i o n s , M i n u t e 2 

T h u r s d a y 1 N o v e m b e r 1979 at 10. 00 a m 

T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y s a i d that 
B i s h o p M u z o r e w a h a d now a c c e p t e d o u r p r o p o s a l s f o r the t r a n s i t i o n to 
independence . It was a m a j o r c o n c e s s i o n f o r h i m to have a g r e e d to the 
R h o d e s i a n P a r l i a m e n t b e i n g d i s s o l v e d , a n d to h i m s e l f a n d h i s M i n i s t e r s 
ceas ing to e x e r c i s e t h e i r f unc t i ons d u r i n g the e l e c t i o n p e r i o d . N o 
m o r e cou l d be e x p e c t e d . T h e P a t r i o t i c F r o n t r e m a i n e d o p p o s e d , 
f o r m a l l y to the whole of o u r p r o p o s a l s , p a r t i c u l a r l y s t r o n g l y to the 
sho r tness o f the t r a n s i t i o n a l p e r i o d a n d to the r o l e p r o p o s e d f o r the 
ex i s t ing p o l i c e f o r c e . It m i g h t be p o s s i b l e f o r t h e m to be b r o u g h t to 
o v e r c o m e t h e i r o b j e c t i o n s ; but i t was p o s s i b l e that M r M u g a b e and 
(more r e l u c t a n t l y ) M r N k o m o w o u l d wa lk out of the L a n c a s t e r H o u s e 
C o n f e r e n c e . In these c i r c u m s t a n c e s the F o r e i g n and C o m m o n w e a l t h 
S e c r e t a r y i n t e n d e d to t ab l e o u r p r o p o s a l s i n d e f i n i t i v e f o r m o n 
2 N o v e m b e r and to c a l l f o r the F r o n t 1 s r e p l y b y 5 N o v e m b e r . O n l y i f 
they a g r e e d w o u l d the C o n f e r e n c e m o v e on to c o n s i d e r a r r a n g e m e n t s f o r 
a c e a s e f i r e , w h i c h wou ld be the m o s t d i f f i c u l t p r o b l e m of a l l . If the 
F r o n t w i thd rew , we wou ld c a r r y out o u r t r a n s i t i o n a l p l a n i n a g r e e m e n t 
with B i s h o p M u z o r e w a . We c o u l d not t h e n e x p e c t m u c h g e n e r a l 
i n t e r n a t i o n a l s u p p o r t . B u t at l e a s t s o m e o f o u r E u r o p e a n E c o n o m i c 
C o m m u n i t y p a r t n e r s s h o u l d be w i th u s ; the U n i t e d S t a t e s C o n g r e s s 
would c e r t a i n l y be s y m p a t h e t i c ; a n d i t was to be h o p e d - t hough i t was 
not c e r t a i n - that the U n i t e d S ta tes G o v e r n m e n t w o u l d a l s o s u p p o r t u s . 
Meanwhi l e u r g e n t a c t i o n n e e d e d to be t a k e n i n P a r l i a m e n t h e r e , g i v e n 
that Sec t i on 2 of the S o u t h e r n R h o d e s i a A c t 1965 ( and t h e r e b y s a n c t i o n s 
on i n d i r e c t t r ade w i t h R h o d e s i a ) w o u l d l a p s e o n 15 N o v e m b e r . A 
renewa l of the S e c t i o n 2 s a n c t i o n s c o u l d be p a s s e d t h r o u g h the H o u s e of 
C o m m o n s o n l y o n the b a s i s o f O p p o s i t i o n s u p p o r t (and p e r h a p s not at a l l 
i n the H o u s e of L o r d s ) : g i v e n the v i e w s of m a n y of the G o v e r n m e n t s 
suppo r t e r s and the w i l l i n g n e s s o f B i s h o p M u z o r e w a to a c c e p t the 
G o v e r n m e n t s p r o p o s a l s , that c o u r s e wou ld not be p o l i t i c a l l y t o l e r a b l e . 
A n i n t e r i m E n a b l i n g B i U wou ld n e e d to be p a s s e d b e f o r e 15 N o v e m b e r , 
under w h i c h the B r i t i s h G o v e r n m e n t c o u l d b y O r d e r appo in t the 
G o v e r n o r , p r o m u l g a t e the new C o n s t i t u t i o n and b r i e f l y m a i n t a i n 
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sanct ions o n d i r e c t t r a d e w i th R h o d e s i a i n o r d e r to p r o t e c t o u r p o s i t i o n 
at the U n i t e d N a t i o n s u n t i l l e g a l i t y was r e s t o r e d f o l l o w i n g the 
G o v e r n o r 1 s a r r i v a l . L a t e r i n N o v e m b e r a s e c o n d B i l l w o u l d be 
n e c e s s a r y u n d e r w h i c h i n d e p e n d e n c e wou ld be c o n f e r r e d at the end of 
the t r a n s i t i o n a l p e r i o d . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
Cabinet e n d o r s e d the F o r e i g n a n d C o m m o n w e a l t h S e c r e t a r y ' s p o H c y a n d 
p r o p o s a l s . T h e P a r l i a m e n t a r y a n d p u b l i c h a n d l i n g of t h e s e p r o p o s a l s , 
which were l i k e l y to be v e r y c o n t r o v e r s i a l , wou ld be d i f f i c u l t a n d 
content ious , a n d wou ld r e q u i r e the u t m o s t c a r e a n d a t t e n t i o n . She a n d 
the F o r e i g n and C o m m o n w e a l t h S e c r e t a r y a n d the L o r d P r i v y S e a l w o u l d 
offer to b r i e f the L e a d e r o f the O p p o s i t i o n a n d Shadow F o r e i g n a n d 
C o m m o n w e a l t h S e c r e t a r y on P r i v y C o u n s e l l o r t e r m s at a m e e t i n g o n 
2 N o v e m b e r . O n 5 N o v e m b e r R h o d e s i a w o u l d be c o n s i d e r e d by the 
Defence and O v e r s e a P o l i c y C o m m i t t e e ; and the G o v e r n m e n t s 
P a r l i a m e n t a r y s u p p o r t e r s s h o u l d be b r i e f e d . N o t i c e o f the E n a b l i n g 
B i l l would be g i v e n on that s a m e d a y ; the B i l l wou ld t h e n be t a b l e d o n 
6 N o v e m b e r and a r r a n g e m e n t s m a d e fo r a S e c o n d R e a d i n g debate on 
8 N o v e m b e r . T h i s wou ld e n t a i l a change o f P a r l i a m e n t a r y b u s i n e s s 
f r o m that p r o p o s e d b y the C h a n c e l l o r o f the D u c h y o f L a n c a s t e r e a r l i e r 
i n the m e e t i n g , a n d t h e r e f o r e a r e v i s e d b u s i n e s s s t a t e m e n t . D e s p i t e the 
t ightness of the t i m e t a b l e , i t s h o u l d be p o s s i b l e f o r the B i l l to be 
c o n s i d e r e d by the H o u s e of L o r d s o n 12 N o v e m b e r a n d r e c e i v e the R o y a l 
A s s e n t by 14 N o v e m b e r . 

T h e C a b i n e t -

T o o k note , w i th a p p r o v a l , o f the P r i m e M i n i s t e r ' s 


s u m m i n g up of t h e i r d i s c u s s i o n . 


Cabinet Of f i ce 

2 N o v e m b e r 1979 
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C A B I N E T 

L I M I T E D C I R C U L A T I O N A N N E X 

C C ( ? 9 ) 19th C o n c l u s i o n s , M i n u t e 8 

T h u r s d a y 1 N o v e m b e r 1979 at 10. 00 a m 

T h e C a b i n e t c o n s i d e r e d a m e m o r a n d u m by the L o r d P r e s i d e n t o f the 
 C o u n c i l (C (79) 51) r e p o r t i n g the r e s u l t s of the d i s c u s s i o n s w h i c h he and 

h i s M i n i s t e r o f S ta te , t o g e t h e r w i th the M i n i s t e r of S ta te , T r e a s u r y 
( L o r d C o c k f i e l d ) , h a d h a d w i t h D e p a r t m e n t a l M i n i s t e r s on the p r o p o s a l 
to s ave at l e a s t 10 p e r cen t o n sta f f c o s t s . 

T H E L O R D P R E S I D E N T O F T H E C O U N C I L s a i d that C a b i n e t h a d a g r e e d 
i n p r i n c i p l e to s e e k s a v i n g s of u p to 10 p e r c en t , on the u n d e r s t a n d i n g 
that t h i s w o u l d r e q u i r e s a v i n g s o f at l e a s t t h i s s i z e f r o m the l a r g e s t 
D e p a r t m e n t s i n o r d e r to a c h i e v e the o v e r a l l t o t a l . T h e r e s u l t s of the 

 d i s c u s s i o n s w i th D e p a r t m e n t a l M i n i s t e r s , w h i c h w e r e s u m m a r i s e d i n 
 h i s p a p e r , h a d b e e n d i s a p p o i n t i n g . F i r  m o f f e r s o f s ta f f s a v i n g s 

a m o u n t e d to b a r e l y 6 p e r cen t o r about £250 m i l l i o n a y e a r . T h i s was 
a g r o s s f i g u r e , a n d the net s a v i n g s w o u l d be r a t h e r s m a l l e r . S o m e of 
the op t i on s w o u l d r e q u i r e l e g i s l a t i o n ; o t h e r s - not a l l o w e d f o r i n the 
6 p e r cent - r e q u i r e d d i f f i c u l t p o l i c y d e c i s i o n s s t i l l to be t a k e n . T h e 
d e c i s i o n w h i c h the C a b i n e t h a d j u s t t a k e n on V e h i c l e E x c i s e D u t y w o u l d 
m a k e i t s t i l l m o r e d i f f i c u l t to r e a c h the t a r g e t o f 10 p e r c en t . H e was 
c o n v i n c e d that m a n y D e p a r t m e n t s c o u l d i m p r o v e on the o f f e r s they had 
m a d e . B u t t h i s w o u l d take t i m e . M e a n w h i l e , the G o v e r n m e n t was 
c o m m i t t e d to m a k e an a n n o u n c e m e n t i n the a u t u m n about the nex t s t e p s 
i n i t s r e v i e w of m a n p o w e r . O n the b a s i s o f d e c i s i o n s a l r e a d y t a k e n o r 
o f f e r s m a d e , i t w o u l d o n l y be p o s s i b l e to a n n o u n c e that s o m e 6 p e r cen t 
h a d b e e n a c h i e v e d . T h a t w o u l d be r e g a r d e d b y m a n y of the 
G o v e r n m e n t s s u p p o r t e r s as i n a d e q u a t e . It w o u l d t h e r e f o r e be 
n e c e s s a r y to m a k e i t c l e a r that t h i s was o n l y a n i n t e r i m r e p o r t , a n d 
that the s e a r c h f o r s a v i n g s w o u l d c o n t i n u e . It w o u l d be p o s s i b l e to 
o f fer a f u r t h e r r e p o r t at a l a t e r date - s ay , next s p r i n g ; but i t w o u l d be 
u n w i s e to o f f e r a hos t age to f o r t u n e b y s u g g e s t i n g any s p e c i f i c a e w 
t a r g e t w h i c h m i g h t , i n the even t , be i n c a p a b l e of a c h i e v e m e n t . 

In d i s c u s s i o n t h e r e was g e n e r a l a g r e e m e n t that the C a b i n e t n e e d e d 
c l e a r e r i n f o r m a t i o n about the p o s i t i o n a l r e a d y r e a c h e d i n b i l a t e r a l 
d i s c u s s i o n s . It was o b v i o u s that s o m e m a j o r d e c i s i o n s r e m a i n e d to be 

1 


CONFIDENTIAL 




CONFIDENTIAL 

t a k e n , i n c l u d i n g those l i s t e d i n A n n e x 4 to the L o r d P r e s i d e n t of the 
C o u n c i l ' s p a p e r , a n d that i t w o u l d be u n w i s e to take c r e d i t f o r t h e s e at 
s u c h an e a r l y s tage . T h e r e w e r e a n u m b e r of o t h e r s m a l l e r d e c i s i o n s , 
not s e p a r a t e l y l i s t e d but s t i l l i n c l u d e d i n the f i g u r e s i n A n n e x 3 to the 
p a p e r , w h i c h c o u l d w e l l p r o v e v e r y d i f f i c u l t to c a r r y t h r o u g h . F o r 
e x a m p l e , the o v e r a l l s a v i n g s a t t r i b u t e d to the D e p a r t m e n t of H e a l t h a n d 
S o c i a l S e c u r i t y w o u l d r e q u i r e the replacement o f the wheelchair service by cash 
grants which would be highly controversial . S o m e o f the. s a v i n g s i n the 
R e v e n u e D e p a r t m e n t s a s s u m e d the a b o l i t i o n of e x i s t i n g tax c o n c e s s i o n s , 
a n d m i g h t be e q u a l l y d i f f i c u l t to o b t a i n . O t h e r s d e p e n d e d o n e x p e n s i v e 
b u d g e t a r y d e c i s i o n s w h i c h c o u l d not y e t be t a k e n . T h e t o t a l staf f s a v i n g s 
s h o w n m i g h t r e q u i r e u p to £1 b i l l i o n o f t ax r e v e n u e to be f o r g o n e . S o m e 
of the s a v i n g s shown f o r o t h e r D e p a r t m e n t s w e r e the c o n s e q u e n c e of 
p o l i c y d e c i s i o n s w h i c h ought to be c o n s i d e r e d and p r e s e n t e d i n t h e i r o w n 
r i g h t on p o l i c y g r o u n d s , ftotfor t h e i r e f f e c t s o n C i v i l S e r v i c e m a n p o w e r . 
F o r e x a m p l e , the d e c i s i o n to m a k e e m p l o y e r s r e s p o n s i b l e f o r the f i r s t 
s i x w e e k s of s i c k p a y was p a r t of the G o v e r n m e n t s g e n e r a l s t r a t e g y o n 
i n c e n t i v e s , ar?d s h o u l d not be j u s t i f i e d on the g r o u n d s o f the m a n p o w e r 
e c o n o m i e s w h i c h w o u l d r e s u l t . O n the o t h e r h a n d , t h e r e w e r e s a v i n g s i n 
the l i s t w h i c h m i g h t be c r i t i c i s e d as l i k e l y to have d a m a g i n g 
c o n s e q u e n c e s : f o r e x a m p l e , the r e d u c t i o n i n the S t a t i s t i c a l S e r v i c e of 
the C u s t o m s a n d E x c i s e , though the S e c r e t a r y of State f o r T r a d e w a s 
c o n f i d e n t that t h i s p a r t i c u l a r s a v i n g c o u l d be m a d e w i thout d a m a g e to the 
u s e f u l n e s s of the t r a d e f i g u r e s . It wa s a l s o s u g g e s t e d that the f i g u r e s 
i n the p a p e r , b e c a u s e they c o n c e n t r a t e d s o l e l y on r e d u c t i o n s i n m a n 
p o w e r , m i g h t g ive a m i s l e a d i n g i m p r e s s i o n of the f u tu re s i z e o f the 
C i v i l S e r v i c e . T h e r e w e r e p o t e n t i a l i n c r e a s e s i n sta f f w h i c h m i g h t be 
n e c e s s a r y and j u s t i f i a b l e i n t h e i r own r i g h t but w o u l d r e d u c e the ne t 
s a v i n g s i n sta f f n u m b e r s . F o r e x a m p l e , the H o m e O f f i c e w o u l d 
p r o b a b l y n e e d to r e c r u i t a d d i t i o n a l staff to l i c e n s e " c i t i z e n s 1 b a n d " r a d i o , 
but c o u l d c o v e r the a d d i t i o n a l c o s t f r o m l i c e n c e f e e s . T h e D e p a r t m e n t 
of E n e r g y w e r e t a k i n g o v e r f u n c t i o n s f r o m the B r i t i s h N a t i o n a l O i l 
C o r p o r a t i o n w h i c h c o u l d be b e t t e r d i s c h a r g e d w i t h i n G o v e r n m e n t a n d 
w o u l d p r o t e c t the y i e l d f r o m P e t r o l e u m R e v e n u e T a x , but the staf f c o u l d 
not be f ound w i t h i n e x i s t i n g c o m p l e m e n t s . S o m e f l e x i b i l i t y was t h e r e 
f o r e d e s i r a b l e . 

M u c h b i g g e r s a v i n g s w e r e e x p e c t e d f r o m c u r r e n t r e v i e w s i n a n u m b e r of 
D e p a r t m e n t s . T h e M i n i s t r y o f D e f e n c e , w h i c h h a d a l r e a d y r e d u c e d i t s 
n u m b e r s b y 10 p e r c en t i n the p a s t few y e a r s , at a t i m e when the r e s t of 
the C i v i l S e r v i c e h a d i n c r e a s e d by 14 p e r c e n t , h a d set i n h a n d a n u m b e r 
of m a j o r r e v i e w s of o r g a n i s a t i o n w h i c h m i g h t y i e l d s u b s t a n t i a l f u r t h e r 
s a v i n g s . B u t the r e s u l t s o f the se w o u l d not be k n o w n u n t i l the s p r i n g . 
M e a n w h i l e , the C h i e f s of Staf f w e r e s e r i o u s l y w o r r i e d at the i m p o s i t i o n 
of a n y a r b i t r a r y c u t s w h i c h m i g h t i m p a i r the e f f i c i e n c y of the A r m e d 
S e r v i c e s . S i m i l a r l y , the M i n i s t e r o f A g r i c u l t u r e , F i s h e r i e s a n d F o o d , 
i n the f i r s t w e e k s o f the new G o v e r n m e n t , h a d set i n h a n d a c o m p l e t e 
m a n a g e m e n t r e v i e w of h i e D e p a r t m e n t . B u t t h i s w o u l d not be c o m p l e t e d 
u n t i l the f o l l o w i n g y e a r a n d m e a n w h i l e i t m i g h t be p r e m a t u r e to s c o r e any 
s a v i n g s i n that a r e a . 
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In f u r t h e r d i s c u s s i o n i t was s u g g e s t e d that the o p e r a t i o n s c a r r i e d out by 
the L o r d P r e s i d e n t o f the C o u n c i l h a d c o n c e n t r a t e d o n the e l i m i n a t i o n of 
e x i s t i n g f u n c t i o n s . T h i s wa s a n i m p o r t a n t t a s k , but e q u a l l y l a r g e 
s a v i n g s m i g h t be h a d f r o m i m p r o v i n g the e f f i c i e n c y w i t h w h i c h e x i s t i n g 
f u n c t i o n s w e r e c a r r i e d out . F o r e x a m p l e , i n the D e p a r t m e n t of the 
E n v i r o n m e n t , the staf f i n p o s t w h e n the G o v e r n m e n t t ook o f f i ce had b e e n 
about 97 . 5 p e r cen t o f the a u t h o r i s e d c o m p l e m e n t . Staf f i n p o s t h a d 
a l r e a d y b e e n r e d u c e d to 95 p e r cent o f c o m p l e m e n t t o t a l , and by 
1 A p r i l 1980, the f i g u r e s h o u l d be 89 p e r c en t . T h i s h a d b e e n a c h i e v e d 
by t i gh t c o n t r o l o f r e c r u i t m e n t and r e p l a c e m e n t o f staf f , e x e r c i s e d u n d e r 
the c l o s e a n d r e g u l a r p e r s o n a l s u p e r v i s i o n of the S e c r e t a r y o f State f o r 
the E n v i r o n m e n t h i m s e l f . O n l y i n t h i s way c o u l d M i n i s t e r i a l a t t e n t i o n 
be f o c u s e d on the who le r a n g e of D e p a r t m e n t a l a c t i v i t i e s . T h i s 
a p p r o a c h r e q u i r e d a n i n f o r m a t i o n s y s t e m t a i l o r e d to the c i r c u m s t a n c e s 
of e a c h i n d i v i d u a l D e p a r t m e n t . E a c h M i n i s t e r s h o u l d n o r m a l l y be ab le 
to a r r a n g e t h i ? w i t h i n the r e s o u r c e s o f h i s own D e p a r t m e n t , but w h e r e 
t h i s was not p o s s i b l e ( for e x a m p l e , i n the c a s e of the s m a l l 
D e p a r t m e n t s r e s p o n s i b l e to the L o r d C h a n c e l l o r ) the C i v i l S e r v i c e 
D e p a r t m e n t m i g h t be a s k e d to a s s i s t . It was a l s o s u g g e s t e d that 
S i r D e r e k R a y n e r a n d h i s t e a m m i g h t h e l p M i n i s t e r s i n the p u r s u i t o f 
e c o n o m i e s of t h i s k i n d , t hough i t was a l s o p o i n t e d out that 
S i r D e r e k R a y n e r o p e r a t e d b y d r a w i n g o n sta f f f r o m the D e p a r t m e n t s 
c o n c e r n e d , a n d that the C a b i n e t h a d a l r e a d y a p p r o v e d the way i n w h i c h 
h i s w o r k s h o u l d be c a r r i e d f u r t h e r . 

In f u r t h e r d i s c u s s i o n i t was a r g u e d that the Staf f S ide w o u l d n e e d s o m e 
e a r l y r e a s s u r a n c e that the G o v e r n m e n t h a d n o w r e a c h e d f i n a l d e c i s i o n s . 
In s o m e c a s e s , D e p a r t m e n t s h a d m o r e t h a n m e t t h e i r o b j e c t i v e s , but the 
Staff S ide w o u l d f e a r that , b e c a u s e o t h e r D e p a r t m e n t s h a d no t done so , 
s t i l l f u r t h e r c u t s w e r e i n p r o s p e c t . If i t c a m e to be f e l t that the cu t s 
a l r e a d y o f f e r e d w e r e o n l y the f i r s t o f a s e r i e s of r o u n d s of c u t s , t h e r e 
was a r e a l d a n g e r o f m i l i t a n t a c t i o n . A g a i n s t t h i s , i t was a r g u e d that 
the e e a r c h f o r staf f s a v i n g s was a c o n t i n u i n g e x e r c i s e . A s a l r e a d y 
d e m o n s t r a t e d , i t was p a r t o f g ood d e p a r t m e n t a l m a n a g e m e n t . T h e be s t 
a p p r o a c h m i g h t be to announce the f i r m d e c i s i o n s w h i c h the G o v e r n m e n t 
wou ld be ab le to take i n the nex t few w e e k s , and not to sugges t that t h e r e 
was to be a f u r t h e r c u t s e x e r c i s e , but to m a k e i t c l e a r that the r e v i e w of 
f u n c t i o n s a n d the i m p r o v e m e n t of e f f i c i e n c y w o u l d be a p a r t o f the 
c o n t i n u i n g p r o c e s s o f g o o d m a n a g e m e n t i n e v e r y D e p a r t m e n t . T h e 
C a b i n e t w o u l d w i s h to c o n s i d e r the t ex t o f any g e n e r a l s t a t e m e n t of t h i s 
k i n d . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the C a b i n e t 
a g r e e d that G o v e r n m e n t s h o u l d not take c r e d i t f o r m a n p o w e r r e d u c t i o n s 
d e p e n d i n g on d e c i s i o n s w h i c h h a d not ye t b e e n t a k e n . A n u m b e r of m a j o r 
ou t s t and ing i s s u e s r e m a i n e d to be s e t t l e d , e i t h e r w i t h i n the r e s p o n s i b l e 
D e p a r t m e n t s , o r by the a p p r o p r i a t e C o m m i t t e e s o f the C a b i n e t . A s a 
f i r s t s tep , the L o r d P r e s i d e n t o f the C o u n c i l s h o u l d b r i n g b e f o r e C a b i n e t 
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two r e v i s e d l i s t s , the f i r s t to show a c o m p l e t e and c o m p r e h e n s i v e 
a c c o u n t of s a v i n g s o f f e r e d and a g r e e d b y D e p a r t m e n t a l M i n i s t e r s , w h e r e 
d e c i s i o n s h a d b e e n t a k e n o r c o u l d be t a k e n wi thout f u r t h e r ado , and the 
s e c o n d show ing t h o s e w h i c h s t i l l r e q u i r e d p o l i c y d e c i s i o n s . E a c h l i s t 
s h o u l d i d e n t i f y t h o s e s a v i n g s o r d e c i s i o n s w h i c h r e q u i r e d l e g i s l a t i o n . 
A t the s a m e t i m e he s h o u l d c i r c u l a t e a t ex t of the a n n o u n c e m e n t he m i g h t 
m a k e at the c o n c l u s i o n of the p r e s e n t m a n p o w e r e x e r c i s e , r e f l e c t i n g the 
l i n e s u g g e s t e d i n d i s c u s s i o n . A c o - o r d i n a t e d a p p r o a c h to Staf f S i d e s 
w o u l d be r e q u i r e d . U n t i l t h i s had b e e n a g r e e d , M i n i s t e r s s h o u l d not 
r e p l y to t h e i r i n d i v i d u a l D e p a r t m e n t a l Staf f S i d e s . It was k n o w n that the 
m a n p o w e r e x e r c i s e was b e i n g d i s c u s s e d i n C a b i n e t that day ; i f t h e r e 
w e r e q u e s t i o n s , M i n i s t e r s s h o u l d m a k e i t c l e a r that no d e c i s i o n s h a d b e e n 
t a k e n on p a r t i c u l a r p r o p o s a l s to r e d u c e s ta f f s . A l l M i n i s t e r s s h o u l d 
take s t eps to set u p m o n i t o r i n g s y s t e m s of the k i n d d e s c r i b e d by the 
S e c r e t a r y of State f o r the E n v i r o n m e n t , so as to a l l o w t h e m to e x e r c i s e 
c l o s e r s c r u t i n y o n a c o n t i n u i n g and r e g u l a r b a s i s of the r e c r u i t m e n t and 
r e p l a c e m e n t o f staf f . In c a s e of d i f f i c u l t y , they s h o u l d s e e k the s u p p o r t 
of the C i v i l S e r v i c e D e p a r t m e n t . T h e r e s u l t s of that s c r u t i n y i n 
D e p a r t m e n t s s h o u l d be r e g u l a r l y r e p o r t e d to the C i v i l S e r v i c e 
D e p a r t m e n t , whose t a s k i t w o u l d be to c o - o r d i n a t e D e p a r t m e n t a l r e t u r n s 
a n d r e p o r t to the L o r d P r e s i d e n t o f the C o u n c i l a n d the P r i m e M i n i s t e r . 

T h e C a b i n e t -

T o o k n o t e , w i th a p p r o v a l , o f the P r i m e M i n i s t e r ' s 
s u m m i n g u p of t h e i r d i s c u s s i o n , and i n v i t e d the L o r d 
P r e s i d e n t of the C o u n c i l a n d o t h e r M i n i s t e r s to 
p r o c e e d a c c o r d i n g l y . 

C a b i n e t O f f i ce 

2 N o v e m b e r 1979 
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