
| S E C R E T | 

 m  i  S
• "  ̂ ( (  L  DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 


'̂SL CABINET 

CONCLUSIONS of a Meeting of the Cabinet 

held at 10 Downing Street on 


THURSDAY 30 JUNE 1983 

•  ̂  V at 10.00 am 


H 5 s — • 

P R E S E N  T 


\ f c M L  R  t Hon Margaret Thatcher MP 

Prime Minister 
The Pt u ^^^f^.

 o  n  V a e R t H o n L o r d
L 0 r  d p  Viscount Whitelaw wV^ L .  Hailsham 

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


The Rt H« 

Secret Geoffrey Howe QC MP The Rt Hon Leon B r i t t a n QC MP 

Cotnmn  r ^ ° ^ State for Foreign and Secretary of State for the Home Department 


^ w e a l t  h A f f a i r s 


0 n  H o n S i r K e i t h J o s e P h
C h a  ^   Nigel Lawson MP fc4k\Rt  MP 

o  r


n  of the Exchequer Secretary of State for Education and Science 

 J a m e  s
H ° n
s e c r e t a  Prior MP Th^Qflfen Peter Walker MP 


r y of State for Northern Ireland S e c r f f a ™ of State for Energy 

 M i c h a e  l
Secret ^  Heseltine MP The R t  ̂ K * e o r g  e Younger MP 


r y of State for Defence S e c r e t a r j ^ B f c t a t e for Scotland 

H o n  N i c h o l a
S e c r e t a s Edwards MP The Rt H o n  ̂ k t ^  ̂ Jenkin MP 


r y of State for Wales Secretary of ^ ^ i r  e for the Environment 


L°td p ^ 0 1  1J n B i f f e  n M  P n
° h The R  t H o   Norman Fowler MP 
^ Seal Secretary of State for Social Services 

n N o r m a n
S e c r  e t a r °   Tebbit MP The Rt Hon C e c i l P a r k ^ ^  k MP 
y
 °f State for Employment Secretary of State f o  ̂ J ^ k  e and Industry 

The Rt „ w^k^^ 
n L o r d
C h a n C e l l  °  Cockfield The Rt Hon Tom King MP ^ J ^  ̂  

0  r
 °f the Duchy of Lancaster Secretary of State for TraMpoBt 

The Rt 


 M i c h a e  l
^ ^ i s t e r 0  0  Jopling MP The Rt Hon Peter Rees QC MP ^^§L

 o  f
a t ld  p 0 o  d  Agriculture, F i s h e r i e s Chief Secretary, Treasury Q̂̂ W 


i 


A | S E C R E T " 1 18 1 




1 S E C R E T |	 ^ f l 

' ^ ^  L	 PRESENT 


•	 The Rt Hon John Wakeham MP 

* _ P  ̂ Parliamentary Secretary, Treasury 


^ ^ ^  ̂	 SECRETARIAT 


^̂ JW S i r Robert Armstrong 

"Vfc ' L Mr A D S Goodall (Items 2-4) 

^^ML Mr D F Williamson (Items 2-4) 


Mr D H J Hilary (Item 1) 

Mr R Watson (Item 1) 


C O N T E N T  S 

item	 f̂c. 

^mm Subject Page 

PARLIAMENTA&ft^IRS 1 

Parliamentary May and Allowances 1 

FOREIGN AFFAIRS 

Kenya 

I t a l  y 1 

Warsaw Pact 1 

Falkland Islands 2 

United States \ J ^ ^ 2 
2G i b r a l t a r	 ^ V f f k

COMMUNITY AFFAIRS ^*J0k. 


Community Budget and United Kingdom ̂ ^jvfcLp ^ 


Steel • J-, A 


INDUSTRIAL AFFAIRS 


I n d u s t r i a l Action on Telecommunications 4 


 _ 1 8 2  H ^	 I S E C R E T |




^ [ C O N F I D E N T I A L ! H 

U^fAMENTARY 1. The Cabinet were informed of the business to be taken i n the 

^ y ^ f  f House of Commons during the following week. 


p3y Pyf/^l Cabinet had a preliminary discussion of the Parliamentary 

k\\0v ^ X j j  ) handling of Report No 20 by the Top S a l a r i e s Review Body on 


XlC^$^y/\ Parliamentary and M i n i s t e r i a l pay and allowances. 


R I M  E
v / < f 7 H  E  P  MINISTER, summing up the discussion, said that i  t would be 

^ / A ^ t e s s a r  y to take further soundings of opinion among the Government's 


C^upporters before decisions could be taken. The Cabinet would be 

<j2»viXfid to consider the issues further when those soundings had been 


^^T^e^fcabinet 

1 v Invit e d the Chief Whip to take further soundings 

of opinion among the Government's supporters i n the 

House of Commons, having regard to the views expressed 

in d i s c ^ r i ^ n  . j^^H 


2. Agreey^to\resume that discussion of Reports No 19 

and 20 by \^hev>op S a l a r i e s Review Body at th e i r meeting 

on 7 July [/y
% I 

A F F   2. THE FOREIGN AND COMMONWEALTH SECRETARY said that the d i s m i s s a l 
A I R  S


of Mr Njonjo as Ministei^3>p^Constitutional A f f a i r s marked a further 

Kenya stage i n the jockeying for^paw^r which was taking place i n Nairobi. 


Mr Njonjo had been a targeN^fjaf/nationalist c r i t i c i s m because of h i s 

B r i t i s h connections and lintf*y&£k the United States. 


\ THE FOREIGN AND COMMONWEALTH S E C R K & ^ s a i d that i n the recent 

I t a l i a  n General E l e c t i o n the ruling^JZp^stian Democrat Party had 

scored i t  s lowest vote since the warwith a f a l  l of several percentage 

points. But there had been no s h i f t ttt the Communists: the 

b e n e f i c i a r i e s had been the smaller, lay p a r t i e s , e s p e c i a l l y the 

Republicans led by the former Prime Minister .^.Signor Spadolini. 

I t a l y would now be even l e s s easy to govern/jrhlm h i t h e r t o , but the 

l i k e l i e s  t outcome was the formation of a rign^^w-vcentre c o a l i t i o n 

Government on fa m i l i a r l i n e s . No s i g n i f i c a n t (ofianae was to be 

expected i n I t a l y ' s foreign or defence p o l i c i e s ^ r O  ̂ 


c  c
 THE FOREIGN AND COMMONWEALTH SECRETARY said that the d ^ e ^ r a t i o n issued 

at the end of the recent meeting of Heads of Governmen£/of)Vlarsaw Pact 

countries in Moscow had evidently been drafted with an By^-t&the 

outcome of the Williamsburg Economic Summit and the f o r t h ^ J ^ m : v i s i  t 

to Moscow of the Federal German Chancellor, Dr Kohl. I  t cooi^imed 

no new formulations; there was no evidence on which to assesQ/x^c 

s i g n i f i c a n c e of the omission of any reference to Warsaw P a c t ^ / / \  > 

counter-measures in the event of the North A t l a n t i c Treaty Organisation 

proceeding with i t  s proposed deployment of cru i s e m i s s i l e s and </^S-—) 

Pershing l i s  . . y y /  > 


H
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raE
• - f f i j ^  d  FOREIGN AND COMMONWEALTH SECRETARY said that the announcement 

^ y S ?  ) that the labour force for the construction of the proposed s t r a t e g i c 


P r e v  ̂ Z^> a i r f i e l  d On the Falkland Islands would be staging through South A f r i c a 

R  f  T ^ ^  \ had attracted c r i t i c i s m from predictable quarters, but i  t had also led 
e e
 

t o a
CC(83)^T^3>  Protest from the South African Government, who were apparently 

C0ric  ̂  -J<§r \ c°ncerned at the possible impact on South A f r i c a ' s r e l a t i o n s with 
S^\T\)) L a t i n American countries. I  t would be e s s e n t i a l to minimise the use 


\^^X\of South A f r i c a for any purpose connected with the Falklands Garrison 

<^Sv>gnd to seek wherever possible to develop commercial l i n k s between the 

\\/&ylkland Islands and the L a t i n American mainland. 


Min u  t


^ a t e s

? r  ^ 
  e v  o u


^ eferen S


Cc(83) C 6  :


^ 0 r»cl u •^t*1


iMinute ? °  n S  '


^ I t a  r 


^ r e v  i o u s

^ e feren c •

^(83)

^ ? n c  l u s i


n  S  '
^•ttute 4 ° 
  

^ ^ ^  ̂


 raE<gj5£lGN AND COMMONWEALTH SECRETARY said that the Vice President 

 of tfw^nited States, Mr Bush, had been in London within the l a s t week 


a t l  ^
 th$j/P^ted States Secretary of State, Mr Shultz, was expected 

 s h o r t l y \ C He would himself be having wide-ranging t a l k s with Mr Shultz 


n
^  Washington i n two weeks' time. Meanwhile the United States had 

 reacted with unexpected sharpness to the Government's decision to make 


an Order under the Protection of Trading I n t e r e s t s Act in connection 

with B r i t i s h AvrwaVs' and B r i t i s h Caledonian's attempt i n the Court 

of Appeal to s^^JVthe "treble damage" action being brought i n the 

United States by(fhe)liquidator of Laker A i r l i n e s . The liq u i d a t o r ' s 

action presented^z^xr^idable threat both to B r i t i s h Caledonian and to 

B r i t i s h Airways and^epc^e to the Government's p r i v a t i s a t i o n plans for 

the l a t t e r . Followi^g^taeyUnited States Ambassador's protest on 

24 June, he had sent a^r^am^of o f f i c i a l  s to Washington to explain the 

position to the United S t ^ f ^ k Administration and seek some accommodation 

with them. The Americans^Xr^sponse had been discouraging. But although 

they were now saying that %5&y£^egarded the negotiations as being at an 

end they had nevertheless p^V^^number of further questions to the 

B r i t i s h delegation, which ha&Xb^Mtn[instructed to remain in Washington. 

Meanwhile B r i t i s h a i r l i n e s operat£*iX\in the United States were exposed 

to the r i s k of American sanction^/^A^e matter was both complicated 

and d e l i c a t e , being subjudice in ^ne^Jnited Kingdom. Much would depend 

on the outcome of the case now open^g^ti^fore the Court of Appeal; and 

i  t would be important not to pre judrc^^h^k United Kingdom's * right to 

seek a r b i t r a t i o n under the Bermuda Ilvp^eaty. 


THE FOREIGN AND COMMONWEALTH SECRETARY said thaj^the Chief Minister of 

 G i b r a l t a r , S i r Joshua Hassan, was in London to^di^)cuss the Government's 


 decision to close the Naval Dockyard at GibratxS^I^Bm December 1983 

a
 nd replace i  t by a commercial dockyard to be operated by 


 A & p Appledore International Ltd. The terms of\h^M.osure included 

 some £28 m i l l i o n of development aid to help refurbr^V/^a. yard and get 


i  t off to a good s t a r t : and although some 900 jobs wlxJ^S^be l o s t i  n 

Gi b r a l t a r , the rate of unemployment there would s t i l  l be^k&er than 

i n Chatham. S i r Joshua Hassan and h i s Ministers, who f ̂ ^ r a ^ e lections 

in March/April 1984, were united in believing that closujXA^vAhe 

end of 1983 was p o l i t i c a l l  y unacceptable and were seeking t ^ d ^ e  r i  t 

for two years. There was no advantage to the United Kingdori\vn/^ 

deferment, and evident danger in allowing the date of closure<£ws-iap• 

But there was i n any case l i k e l y to be a slippage of three mont^/ltjV 

the commercialisation arrangements: and i  t would be undesirable gy/y*> 


compound the d i f f i c u l t i e  s which were to be expected with the 


. : . %>m 
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<y/"i1 l/K G i b r a l t a r i a n s over Spain's accession to the European Community with 

a
 confrontation over the dockyard i  f that could be avoided. I  t might 

<S\^\> therefore be wise to explore with S i r Joshua Hassan, by way of 
compromise, an arrangement whereby the Naval Dockyard would remain 


Y^X^N open for a further s i x months. The Ministry of Defence estimated the 

. \ ^ / / x o s  t of such an arrangement at £6J m i l l i o n but thought i  t might be 


>^r<Q^ssible to reduce t h i s to £3i m i l l i o n net. 

<^rat^*RIME MINISTER, summing up a short discussion, noted that 

s ^ r ^>n th s' deferment of closure might be i n s u f f i c i e n t to meet 

SirXJoSihua Hassan's e l e c t o r a l requirements, and that any deferment 

wouidx^aKe i  t more d i f f i c u l  t for the B r i t i s  h Government f i n a l l y to 

clos^t33^>door. The terms on which closure was being implemented 

were gexyezjefas. At the same time S i r Joshua Hassan was an excellent 

Chief M^Mster and deserved some degree of understanding for h i s 

p o l i t i c a i ^ d i f f i c u l t i e s  . She would wish to explore the s i t u a t i o n 

further with him when he came to see her that afternoon. 


The C a b i n e ^ N 


Took note/^/^-NN 
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'AIHC?* 3. THE FOREIGN AND COMMONWEALTH SECRETARY said that Mr Dankert, the 

<Sy President of the European Parliament, during h i s v i s i  t to London l a s t week 


n o t v e n a
'Conmu/i6r\  8 ^   helpful impression of the l i k e l  y attitude of the European 

Budg e ̂ 5v^ Parliament to the inclusion of United Kingdom refunds in the Community's 

Utiit e {j y /  ) budget for 1984. Steps would be taken, however, to mobilise support in the 

Kingj Q  m European Parliament for our position. I  t had been pointed out to 


a n k e r  t
RefU n (j v>-oA£\r  ̂  t n  a  t h i s attitude risked undermining recent improvements i n the 

^ p ^ i k t i t u d  e of B r i t i s  h public opinion to the European Community, and i  t would 


^ v i o u s NA^ve/better i  f the European Parliament were to take a more r e a l i s t i  c p o sition. 


II' % I 

Steei % 


THE SECRETARY OF STATE FOR TRADE AND INDUSTRY said that the Commission's 

Previ 0  u l a t e s t decision on capacity reduction appeared to be reasonably favourable 


t* i  e
^ e r e n c  ^ n ^ t e  - d Kip&dom. The Commission was requesting a United Kingdom 
CC(83) on' reduction of 5Cfa\00y tonnes but s u b s t a n t i a l l y higher figures for some other 
Coii c i U s  . member s t a t e s . Nlllyer^S^itish s t e e l industry had in hand possible reductions 

n s '  o f
^ir>ute 3 °   about the v o l u i ^ / r ^ i u e s t e d . 


The Cabinet -


Took note. ^"^/O 


Ik ' I
4 ^AlRg  THE SECRETARY OF STATE PX&Vp&DE AND INDUSTRY said that the Post 


— Office Engineering Union was cqgmi£tj»d by resolutions passed at i t  s Annual 

^ u s t r  i Conference to i n d u s t r i a l action V j ^ I n ^  t the B i l  l to p r i v a t i s e B r i t i s  h 


c
^  t i  0  Q Telecom and against the i n t e r c o n n e c t e d of the B r i t i s  h Telecom network and 

Mec 0 t n m  ̂  . Mercury. Some minor i n d u s t r i a l actiMf^lad already been taken in London. 

^Uc-Qg n i  ~ The consequences of that had been cdiradSr^d, but i  t was not c l e a r how 


i n d u s t r i a l action might develop. ^ ^ ^  ̂ 


Ha
 I 

Cabinet Office 


30 June 1983 <^y/> 
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