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CABINET 


CONCLUSIONS ofa Meeting of the Cabinet 

held at 10 Downing Street on 


^ THURSDAY 14 JULY 1983 

at 10.00 am 


P R E S E N  T 

v x 


# U k  t Hon Margaret Thatcher MP 

Prime Minister 


K t  1 U C
Thei  Pt u T  ^ ^ ^• ^ The Rt Hon Lord Hailsham 

L°rdQ  P>-~ • « , _ • -! Lord Chancellor 


•  Hon Viscount Whitelaw

 ^resident of the Council ^ 


^ Rt  T o  n r MP The Rt Hon Nigel Lawson MP
H m
„ *t HonLeon B r i t t a n QC MP , F h a u e  r
S e C r £  t a r y  o f S t a t  Home Department Chancellor of the Exchequer
e f o r t h  e


The Rt . ,  * ^ % h e Rt Hon James Prior MP
u  x r a

 S l r K e i t h  J 6 P
° S
c r  e t a r y of State for Education \ j V  r e t a r  y of State for Northern Ireland
Sec^t  andH c-  ̂P S c i e n c e ^ ^ p ^ e t a r yn r P
 

T h t R  t  H n  M D Hon Michael Heseltine MP 

P e t e r  W a l k
Secret,^etary " S a l a r  y of State for Defence
f State for Energy 


The ptH „ ^ The 11 tfln Nicholas Edwards MP 

Sec r e t / 0 " G e  ° R G  E  Y ° U N G E  R T , Secretary oJ State for Wales 


0
 

r e t a r  y of State for Scotland b e c r e ^ p ^ , 


Rt u  The Rt Wn J k  p Bif fen MP
m

s


 K tHon Patrick Jenkin MP ,t ^ ^ T  i
6 C r e t  a r y of state for the Environment Lord Priv^Tea! 


The Rt u 1IT, The Rt HonNorman Tebbit MP 

S e  ^ m a n  F l e r
° W
 Secretar  of State for Employment
c e  

e t at a r y. f °Stater for Soc i a l Services, c •  secretar yy 

^e Rtu ,„ The Rt Hon Lord CoAlWBld 


0
 

n C e c i l  l L  K t ti0n
Sec C r !I  ° Parkinson MP  .I K f c f Lancaster
^ t  a i  s t r y Chancellor of the ' ^ j f l j  ̂
r y  o f s t a t  e f o  r T r a d  £ a n  d n d u 
  

6
? R t Hon T v  The Rt Hon Michael J o  ̂ ^  ̂ 
T o  mK i n  § M PS e  c r e t ,

 m

 Minister of Agriculture ^  i  j  h e r i e  s r e t a  r y of state for Transport i s t e r ot Agri ^ k J j L 

and Food 


The Rt Hon Peter Rees QC MP V W  k 

Chief Secretary, Treasury ^ %k 
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THE FOLLOWING WERE ALSO PRESENT 


The RCIL
T 5 2 ^ 0 h n W a k e n a m M P
 T h e R t H o n B a r o n e s s
P  a  r  l  Young 


l a m  ^^^w Secretary, Treasury Minister of State, Foreign and 

f^JL Commonwealth Office 

^ ^ ^  ̂ SECRETARIAT 


Si r Robert Armstrong 

Mr A D S Goodall (Items 2-3) 

Mr D F Williamson (Items 2-3) 

Mr D H J Hilary (Item 1) 


£  ̂ Mr R Watson (Item 1) 


^ f t j l  V C O N T E N T  S 


Subject Page 
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Gi b r a l t a r 1 


Hong Kong 2 


Islands 


B r a z i l ^ ^ ^  L 2 


COMMUNITY AFFAIRS 


3
F i s h e r i e s W^JL  ' 


3
Export Credit ^ ^ . ^  L


Community Budget and United Kingdom Refunds 3 
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^ [ C O N F I D E N T I A L ! H 

^ J T ^ N T A R  Y 1 . The Cabinet were informed of the business to be taken in the 

' <X// House of Commons during the following week. 


pay
 a m e i  ^ ^ ^  \ THE LORD PRIVY SEAL said that the motions r e l a t i n g to increases in 


Allr>a n  d \ w  j Parliamentary pay and allowances had been tabled and would be 

a n c e s  ^ - / ^ N d e b a t e d on Tuesday 19 July. I  t would be d i f f i c u l  t to secure 


pr e v  ̂  \OoJpa.rliamentary acceptance of the Government's proposal for a A per cent 

U S
Refe  ° <C^7r5^ e a s  e Members' s a l a r i e s . Those Members who were s t i l  l undecided 


CC(gTsn c e  : Mwl& be influenced by what he could say about future increases; but 

C°ricl 2 2 n c  ^ xhe^c^Ly comfort he would be able to offer was by reference to the 

Hi r i u t  - U S  ' L o n s  » earlj^ir* resolution of the House that there should be an annual review 


6
 ^ of $temfe£2s' s a l a r i e s i n the l i g h t of the average change in pay for 

approjM'vap^ public service groups. I  f an amendment to his motion on 

Members/salaries was ca r r i e d and the House of Commons approved a 

figure higher than A per cent, he would withdraw a l  l his subsequent 

motions and say that the Government would reconsider the matter i n 

the l i g h t of the vote and that he would table further motions i n 

due course. Ttr^Zppsition on M i n i s t e r i a l s a l a r i e s could then be 

reassessed. Iff w<yild not be helpful for him to suggest the p o s s i b i l i t  y 

of any change iSyfSfe>methods of pay determination: the debate would 

have to be handle^_jxyrhe basis of the present system. 


The Cabinet ~ 


Took note. < % ^  \ 


2
%AjRe - ^ MINISTER OF STATE ,\MKE^N AND COMMONWEALTH OFFICE 

(BARONESS YOUNG), said that tK^w^ernment of G i b r a l t a r had s i g n i f i c a n t l y 


^ t a l  t modified i t  s position over the QJ^fr^tar dockyard and were now seeking 

a  r
 a deferment of closure for only OH^y^ar, to 31 December 1984 (as against 


^e v - the s i x months deferment which the B r i t i s  h Government had already o f f e r e d ) . ! 

*tef e r e  n I n return, they were asking for cer^njjn^pieces of prime land at present 

Cc(8-3) £*! owned by the Ministry of Defence to bV/x^hsferred to them, with 

^°ticlUs • discussions about the possible transfe^fTf further land l a t e r ; and for 


n
^ u t e 2 °  S ' assurances of economic support from t h e x B r i t i s h Government i  f the 

p r i v a t i s e d dockyard was not vi a b l e by 1987. The Governor of G i b r a l t a r 

took the view that t h i s was the minimum package which the Chief Minister 

of G i b r a l t a r , S i r Joshua Hassan, could persuadlpTKris colleagues to 

accept. From the B r i t i s  h point of view, the piackVg^ offered a basis 

for agreement. Deferring p r i v a t i s a t i o n for one X^amshou Id be 

manageable: i  t would involve spreading work whicV-^u>£) Ministry of 

Defence had already agreed to provide rather than ^OTje^sing i t  . There 

could be no question of offering the G i b r a l t a r G o v e m p £ m \  a blank 

cheque, and i  t would be important not to li n k any coiTB^i^ie^t of f i n a n c i a l 

support to the v i a b i l i t  y (or otherwise) of the privatisej^J^TCkyard. 


I I  t would also be e s s e n t i a l to obtain from the Gi b r a l t a r ^ r o ^ j k m e n t a 

• c l e a r public commitment to commercialisation of the dockyKrJv^SN.a given 


date. The aim would be to reach f i n a l agreement at a meeti<fep^&h 

y jk S i  r Joshua Hassan i n London, possibly as early as the end of\£h^£/following 


L [ C O N F I D E N T I A L ! o a  ̂ T B 



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

' Ĵ̂ Wg THE MINISTER OF STATE, FOREIGN AND COMMONWEALTH OFFICE, said that 

p r e  ̂ ^ /- the opening round of the second stage of talks with the Chinese 

R e j e 7 ° ^ / \ Government about Hong Kong had taken place in Peking on 12-13 July 


n a r e n
^ ( 8 T r v \  v  ^  f  i  ^ l  y atmosphere. The opening Chinese statement had been 

Cor,^ i n substance but not aggressive in tone. The Chinese had been 
c
 

n t n e
^Uut U S  l < C r )  \ t o u  S k e  r  o s e c°nd day, s t r e s s i n g the danger of deadlock i  f the 

6
 ^ ̂ ~-^//\United Kingdom sought to i n s i s t on maintaining B r i t i s h administration 


/ ^ Y k r  i Hong Kong a f t e r 1997. Having moved from t h e i r o r i g i n a l position 

^K^p-fr no t a l k s without prior B r i t i s h acceptance of the p r i n c i p l e of 


</^tn>nese sovereignty, they were now i n s i s t i n g that the question of 

^ o m ^ i s t r a t i o  n was inseparable from that of sovereignty. I  t remained 

tox^e^een how far t h i s was an i n i t i a  l negotiating t a c t i c : 

unfortunately i  t appeared that those in authority in Peking s t i l  l had 

litr%g?<JV no understanding of the basis on which Hong Kong's prosperity 

rested^ / / f f i t e  . Chinese had however agreed to two further rounds of t a l k s , 

on 25-2<6^July and 2-3 August. The talks had attracted considerable 

media i n t e r e s t i n Hong Kong, but confidence was holding up and the 

Hong Kong d o l l a r was steady. 


I s l a  n  d ° THE MINISTER OF~~S^AT^\ FOREIGN AND COMMONWEALTH OFFICE, said that no 

formal reply was \^guy^>ed from the Government to the draft report on 


t ^ e
I Ptevi  Ealkland Island^yh>-^h had been published by the Select Committee 

S  0 n
^ e f e r e n F ° r e  i S n A f f a i r s . (A^tt^ugh the press had concentrated on the 


I (̂83) unhelpful aspects of K&^jm completed report, i  t also contained a 

Conciu .^s  t number of helpful points .^JrNtook the view that formal negotiations 


^ 0 n s  »
H i n u t  e  with Argentina would f o r ^ ^ T ^ r e s e n t be counter-productive. 


^ THE CHANCELLOR OF THE EXCHEQUE<R^^^^^!khat the f i n a n c i a l s i t u a t i o n i n 
B r a z i l was very worrying. Although! r*£*i in natural resources the 
country had, in e f f e c t , gone bankru^^>e-\a r e s u l t of the 1978/79 r i s e 
i n o i  l p r i c e s , imprudent lending by v t i ^ e r n , and p a r t i c u l a r l y American, 
banks and bad economic management. A n v ^ z e c t i v e rescue operation had 
been mounted by the International Monetary Fund (IMF) but i  t was 
conditional on the B r a z i l i a n Government cutting public expenditure and 
ending wage indexation. A $400 m i l l i o n bridging loan by the Bank for 
I n t e r n a t i o n a l Settlements f e l  l due the f o l l o w i n ^ d a y and would not be 
extended unless the President of B r a z i l , Genei/al F^j.gueiredo, made a 
statement of intent to meet the IMF conditionsN^JpeNManaging Director 
of the IMF, Monsieur de Lar o s i e r e , was reasonably^opilmistic that the 
President would comply, but the B r a z i l i a n Governmetrt^oontinued to see 
great p o l i t i c a  l d i f f i c u l t y about doing so. I  f the>^/d^e^ot, B r a z i l 
would be formally in default. Contingency plans to m^£<^v,is 
development were in hand, but i t  s consequences would be gipa^e. I  t was 
however v i t a  l that the IMF should i n s i s t on i t  s conditic^/b^eAng met: 
i  t would be the end of the IMF's d i s c i p l i n a r y regime i  f BrazxJ^were 
able to obtain f i n a n c i a l relief-without submitting (as MexiT^Va ̂  
done) to the IMF's conditions. \Sy^r) 

The Cabinet -


Took note.
 ^^^/y^^^ 
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^ lCONFIPENTlALl 


3. THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD reported that the 

<*Qf Council of Ministers ( F i s h e r i e s ) on 11-12 July had f a i l e d to resolve 


t * i  e
^sh/wfV\  o u t s t a n  d i n  g problems of North Sea herring. Once again nine member 

states had been ready to agree, but Denmark had remained opposed to the 


pr e . yC> proposals and had invoked the Luxembourg compromise. The Council of 

U
Rej ^ y \  \ Ministers would meet again on 25-26 July. In the meantime herring 


Cc(g^\n c a\KTy/- f i s h i n g i  n the North Sea, including Norwegian f i s h i n g , had been stopped. 

C0l,n, ^ 2 "*-^vwhe West of Scotland herring f i s h e r y , however, would be open again 


Credit THEC^H^K-ELLOR OF THE EXCHEQUER reported that at the Council of Ministers 

on lT N yVly>the new consensus on export c r e d i t , which was already 

suppor^e^rin the Organisation for Economic Cooperation and Development 

except h$ the French, was again blocked by the intransigent attitude 

of France. The exist i n g arrangements had therefore been r o l l e d over 

for the time being. The question would be reconsidered at an informal 

meeting of CoiuHlfiS^ty Finance Ministers on the is l a n d of K e f a l l i n i  a on 

10-11 Septemb/tf. V 


O o • 
T H E P R I M E
dget  MINISTER sa^&^rbat i  t was s a t i s f a c t o r y that at the s p e c i a l 


^te<3 Council of Ministers^^-\C\July agreement had been reached on the 

RefU l  ̂  g ̂ ngdom procedures and work progra^e leading up to the Athens European Council 


i n December, and that no^^uVNhad been made with the United Kingdom's 

 1 9 8 3 b u d g e t r e f u n d |j r evious


 T h e c a b i M t§ r » « - • 

n S
< t e  S 3 °  ' Took note. (^J^ 
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