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L I A M E N T A R Y 
AIRS 

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 
H o u s e of C o m m o n s d u r i n g the f o l l o w i n g w e e k . 

i s h Stee l 
J O r a t i o n : 
nces 

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 he w o u l d be 
m a k i n g a s ta tement i n the H o u s e of C o m m o n s that a f t e r n o o n about 
the s e r i o u s f i n a n c i a l p o s i t i o n o f the B r i t i s h S t e e l C o r p o r a t i o n ( B S C ) 
a n d the G o v e r n m e n t ' s r e a c t i o n to i t . T h e C o r p o r a t i o n h a d t o l d h i m 
on 6 June that they e s t i m a t e d that t h e i r c a s h r e q u i r e m e n t f o r 1980-81 
wou ld be some £400 m i l l i o n above the a g r e e d e x t e r n a l f i n a n c i n g l i m i t 
o f £450 m i l l i o n . T h e y w e r e i n a f i n a n c i a l s i t u a t i o n i n w h i c h a 
p r i v a t e - s e c t o r c o m p a n y c o u l d not l e g a l l y c a r r y o n t r a d i n g , but w o u l d 
have to go in to l i q u i d a t i o n . T h e C o r p o r a t i o n ' s p r o b l e m s a r o s e f r o m 
a l o n g p e r i o d o f i n e f f e c t i v e m a n a g e m e n t a s w e l l a s f r o m the c u r r e n t 
r e c e s s i o n and the e f fec ts of the l o n g s t r i k e . H e w o u l d t e l l the H o u s e 
that the G o v e r n m e n t w e r e not s a t i s f i e d that B S C h a d t a k e n 
s u f f i c i e n t l y v i g o r o u s c o r r e c t i v e a c t i o n , that they l o o k e d to the new 
c h a i r m a n , M r M a c G r e g o r , to p r o d u c e n e w p r o p o s a l s , a n d that t h e y 
w e r e not p r e p a r e d to f i x a n e w e x t e r n a l f i n a n c i n g l i m i t u n t i l t h e y 
w e r e s a t i s f i e d that B S C w e r e t a k i n g the n e c e s s a r y m e a s u r e s . 
M e a n w h i l e , the G o v e r n m e n t w o u l d , i n the l s s t r e s o r t , h a v e to s tand 
beh ind B S C i n m e e t i n g t h e i r o b l i g a t i o n s so that the C o r p o r a t i o n c o u l d 
cont inue t r a d i n g . T h e i m p l i c a t i o n s o f the s i t u a t i o n he w o u l d be 
d e s c r i b i n g to the H o u s e w e r e v e r y s e r i o u s , a n d i n c l u d e d the l i k e l i h o o d 
not o n l y of a d d i t i o n a l c a l l s on the t a x p a y e r , but a l s o o f f u r t h e r 
r e d u n d a n c i e s i n a r e a s of h i g h u n e m p l o y m e n t . 

T h e C a b i n e t -

T o o k note . 
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2 . T H E PRIME'MINISTER said that the Seven-Power Summit 
Meeting in Venice on 22 and 2 3 June had broken new ground, by 
comparison with previous meetings in the series, in that the Heads of 
State and Government had discussed the international political situation, 
with particular reference to Afghanistan, as well as economic matters. 
The declaration on Afghanistan had been a useful demonstration of unity 
and cohesion in the West. The economic discussion had been dominated 
by the effects of the recent oil price increases. The Brit ish 
Government's economic policies had been endorsed. There was 
general agreement that the reduction in inflation was the top priority, 
though there was increasing concern about the prospects of recession, 
particularly in the United States and Canada. There had also been a 
good discussion about the implications of the oil price increases for the 
developing countries, and for relations with other countries with them. 
The increase in their oil bills as a result of the recent price increases 
was greater than the total of official development aid to them. 
Recycling was not the whole of the answer to the problem: some of the 
poorest countries had reached the limit of indebtedness, and needed to 
be assisted with grants rather than loans. The meeting had stressed 
the need for the oil exporting countries to share the burden of aid to 
developing countries with the industrialised countries. The Oil 
exporting countries had to be convinced that it was not in their interests 
to weaken the economies of the industrialised countries and ruin some 
of the developing countries. The changing situation made the concept 
of the North/South Dialogue out of date. What was now needed was a 
three-sided dialogue involving the industrialised countries, the oil 
exporting countries and the developing countries. The main work for 
the next Summit would be a review of aid policies and procedures in the 
light of these developments. A significant feature of the meeting had 
been the close understanding between President Giscard and Chancellor 
Schmidt which had also been evident at the meeting of the European 
Council ten days earlier. There was general agreement that the 
communique issued at the end of the meeting was too long and that the 
fact that it had been largely prepared in advance unnecessarily 
circumscribed discussion. A s they had now developed, these Summit 
meetings generated excessive expectations, and if expectations were not 
fulfilled the meeting tended to be regarded by the Press as a disappoint­
ment. For next year it was to be hoped that there could be a return 
to a much freer discussion, with many fewer people in attendance, both 
from Governments and from the media, with an agenda agreed in 
advance but with only a short communique prepared in the light of the 
discussion, or even no formal communique at a l l . 

l a m s t a n 

ev ious 
f e r e n c e : 
1(80) 2 3 r d 
n c l u s i o n s , 
nute 2 

T H E LORD PRIVY S E A L said the Soviet announcement of the withdrawal 
of troops from Afghanistan was made during the Venice Summit Meeting. 
Less than 10,000 troops appeared to be involved, and some might already 
have returned. The significance of the event should be largely d is ­
counted. It appeared that Press reports of the extent of resistance in 
Afghanistan were exaggerated, though there was no doubt that the 
Russians were in considerable trouble. Representatives of the Afghan 
resistance were in contact with representatives of the Islamic Conference. 

CONFIDENTIAL 



CONFIDENTIAL 

nous 
irence: 
79) 12th 
dus ions , 
ate 2 

T H E L O R D P R I V Y S E A L s a i d that the death of the P r i m e M i n i s t e r ' s 
son Sanjay G a n d h i was a great b l ow to h i s m o t h e r , i n p o l i t i c a l ap w e l l 
as p e r s o n a l t e r m s . H e had been r e p u t e d l y m o r e favourab le to the 
i n t e r e s t s of the W e s t and of p r i v a t e e n t e r p r i s e than h i s m o t h e r . 

lbodia 

yious 
jrence: 
79) 24th 
elusions, 
iite 3 

Hebridi es 

vious 
jrence: 
80) 24th 
elusions, 
ute 2 

T H E L O R D P R I V Y S E A L s a i d that the V i e t n a m e s e had invaded 
T h a i l a n d f o r 24 h o u r s , t a k i n g the T h a i a r m y by s u r p r i s e and k i l l i n g a 
number of C a m h o d i a n r e f u g e e s . T h e i n v a s i o n had been denounced by 
the Ch inese and by a n u m b e r of o ther c o u n t r i e s i n the r e g i o n . 

T H E L O R D P R I V Y S E A L s a i d that f o l l o w i n g m e e t i n g s between 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 and the F r e n c h F o r e i g n M i n i s t e r , 
M . F r a n c o i s - P o n c e t , a package of m e a s u r e s had been w o r k e d out w i t h 
the F r e n c h . T h e s u c c e s s of t h i s package depended o n the B r i t i s h b e i n g 
able to persuade F r L i n i to p l a y h i s p a r t and on the F r e n c h be ing able to 
persuade M r Stevens i n Santo to do the s a m e . It w a s s t i l l hoped to 
achieve the independence date of 30 J u l y f o r the New H e b r i d e s . 

The C a b i n e t 

Took note . 
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3. T H E L O R D P R I V Y S E A L r e p o r t e d that M . T h o r n was now the 
o f f i c i a l candidate of the B e n e l u x c o u n t r i e s f o r the P r e s i d e n c y of the 
C o m m i s s i o n . The appointment w o u l d be f u r t h e r d i s c u s s e d i n f o r m a l l y 
among the F o r e i g n M i n i s t e r s attending the N o r t h A t l a n t i c C o u n c i l 
meet ing i n A n k a r a . T h e r e wou ld be some e m b a r r a s s m e n t i f the 
quest ion was not r e s o l v e d before L u x e m b o u r g a s s u m e d the P r e s i d e n c y 
of the C o u n c i l of M i n i s t e r s on 1 J u l y . T h e r e w a s s t i l l some hope that 
the I ta l ians m i g h t put f o r w a r d S ignor P a n d o l f i as a cand idate . 

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 the C o u n c i l o f M i n i s t e r s 
( T r a n s p o r t ) on 24 June had been able to m a k e p r o g r e s s on a c o m m o n 
d r i v i n g l i c e n c e , subject i n our case to the a p p r o v a l of the House of 
C o m m o n s . T h e q u e s t i o n of g r e a t e i c o m p e t i t i o n among E u r o p e a n 
a i r l i n e s had a l s o been r a i s e d , and a study had been a g r e e d upon, but 
other c o u n t r i e s would be l i k e l y to oppose l o w e r a i r f a r e s i n o r d e r to 
pro tec t G o v e r n m e n t r e v e n u e . 

The C a b i n e t -

T o o k note . 
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4. The 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 S e c r e t a r y of 
State f o r N o r t h e r n I r e l a n d (C(80) 31) to w h i c h was at tached a d r a f t 
document f o r p u b l i c a t i o n se t t ing out the G o v e r n m e n t ' s p r o p o s a l s f o r 
f u r t h e r d i s c u s s i o n r e g a r d i n g the fu ture government of N o r t h e r n I r e l a n d . 

T H E S E C R E T A R Y O F S T A T E F O R N O R T H E R N I R E L A N D s a i d that h i s 
m e m o r a n d u m and the p r o p o s a l s at tached to i t f l owed f r o m the p o l i c i e s 
w h i c h the G o v e r n m e n t had been f o l l o w i n g s ince they had come into 
o f f ice , and the d i s c u s s i o n s w h i c h had taken p l a c e d u r i n g the 
C o n s t i t u t i o n a l C o n f e r e n c e . T h e d r a f t paper f o r p u b l i c a t i o n had a l r e a d y 
been d i s c u s s e d i n c o m m i t t e e and a n u m b e r of a m e n d m e n t s h a d been made 
to i t . The paper d e l i b e r a t e l y d e a l t w i t h the p r o b l e m s at c o n s i d e r a b l e 
l ength , because he attached i m p o r t a n c e bo th i n N o r t h e r n I r e l a n d and 
outside to h a v i n g a w e l l a rgued case on the r e c o r d . It was s t i l l not 
poss ib l e to say p u b l i c l y p r e c i s e l y what the G o v e r n m e n t wanted o r 
intended to do . A l t h o u g h s u b s t a n t i a l a r e a s of a g r e e m e n t had been 
i d e n t i f i e d , some m a j o r i s s u e s r e q u i r e d f u r t h e r d i s c u s s i o n and 
negot ia t ion . The d r a f t p r o p o s a l s n a r r o w e d the f i e l d down to two p o s s i b l e 
approaches to the e s t a b l i s h m e n t of an A s s e m b l y and an E x e c u t i v e i n 
N o r t h e r n I r e l a n d . T h e r e c o u l d be no c e r t a i n t y that the p r o p o s a l s 
would succeed . T h e y would c e r t a i n l y a t t r a c t c r i t i c i s m f r o m the m a i n 
N o r t h e r n I r i s h p o l i t i c a l p a r t i e s , none.of whose a s p i r a t i o n s wou ld be 
e n t i r e l y met by t h e m ; but t h e r e w a s a p o s s i b i l i t y ( i f no m o r e than that) 
that these p a r t i e s wou ld a cqu ies ce i n what was p r o p o s e d . It was 
d e s i r a b l e to p u b l i s h the document soon e v e n though J u l y and A u g u s t w e r e 
bad months f o r r a t i o n a l p o l i t i c a l d i s c u s s i o n i n N o r t h e r n I r e l a n d . If 
the document was p u b l i s h e d at the beg inn ing of J u l y , i n t e n s i v e d i s c u s s i o n s 
and negot iat ions w i t h the N o r t h e r n I r i s h p o l i t i c a l p a r t i e s could then take 
p lace p r i v a t e l y , so that the p o s i t i o n cou ld be r e v i e w e d b y the end of 
September and r e f l e c t e d i n The Q u e e n ' s S p e e c h . 

In d i s c u s s i o n m e r e w a s g e n e r a l a g r e e m e n t that the d r a f t p r o p o s a l s 
repre* ented the bes t that cou ld be made of a v e r y d i f f i c u l t t a s k but that 
there cou ld be no c e r t a i n t y that the p r o p o s a l s would be accepted . T h e 
fo l l owing po ints w e r e m a d e : -

a . In N o r t h e r n I r e l a n d the p o l i t i c a l scene changed r a p i d l y . 
What had seemed a n a p p r o p r i a t e p o l i t i c a l c o u r s e of a c t i o n when 
the G o v e r n m e n t took of f ice was no l o n g e r r e l e v a n t to p r e s e n t 
c i r c u m s t a n c e s . It was p o s s i b l e that, even i f the p r e s e n t 
p r o p o s a l s w e r e not a c cepted , the p u b l i s h e d document se t t ing 
t h e m out would p r o v i d e a b a s i s f o r f u r t h e r d i s c u s s i o n w h i c h m i g h t 
l e a d u l t i m a t e l y to some d i f f e r e n t s u c c e s s f u l p o l i t i c a l c o n c l u s i o n , 

b . The p u b l i c a t i o n of the p r o p o s a l s would undoubtedly g ive 
r i s e to the suggest ion that s i m i l a r c o n s i d e r a t i o n s should a p p l y 
to Sco t land . B u t the text of the p a p e r h a d been c a r e f u l l y 
c o n s i d e r e d f r o m th is point of v i e w , i t was w i d e l y r e c o g n i s e d 
i n Scot land that the s i tuat i on i n N o r t h e r n I r e l a n d was d i f f e rent 
to t h e i r own and the r i s k w a s c o n t a i n a b l e . 
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c . A l though the representa t i on of N o r t h e r n I re land at 
W e s t m i n s t e r would c e r t a i n l y need to be cons idered i f and when 
a l eg i s la t i ve a s s e m b l y was es tab l i shed i n B e l f a s t , i t would be 
better not to d e a l w i t h th is i s sue a t th i s stage s ince i t would 
c e r t a i n l y create d i f f i cu l t i e s at W e s t m i n s t e r . If the p r o p o s a l s 
were to f a i l , i t would be i m p o r t a n t f o r them to be seen to f a i l 
because of the r e f u s a l of the N o r t h I r i s h p o l i t i c a l p a r t i e s to 
make the n e c e s s a r y c o m p r o m i s e s . The representa t i on i s s u e 
might be used to obscure th i s po int . 

d. The under ly ing fac tor w h i c h would dictate the success o r 
f a i l u r e of the p r o p o s a l s was the extent to w h i c h the U n i o n i s t s 
could be persuaded that the m i n o r i t y c o m m u n i t y should be 
al lowed to e x e r c i s e some r e s t r a i n t over the power of the 
E x e c u t i v e , and the ext ent to w h i c h the m i n o r i t y could be brought 
to accept that those r e s t r a i n i n g p o w e r s p r o v i d e d them wi th 
suff ic ient safeguards . It would be i m p o r t a n t to emphas ise the 
fact that the S e c r e t a r y of State f o r N o r t h e r n I re land would r e t a i n 
o v e r r i d i n g p o w e r s i n the event of a deadlock* 

e. A n impor tant factor i n the p o s s i b l e acceptance of the 
proposa ls would be the attitude towards them of D r P a i s l e y 
and h i s w i l l i n g n e s s and a b i l i t y to a s s u m e a greater degree of 
l eadersh ip among the U n i o n i s t s . H i s popu lar support appeared 
at present to be i n c r e a s i n g at the expense m£ the l e a d e r s h i p of 
the O f f i c i a l U n i o n i s t P a r t y . 

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 , sa id that whi le the 
Cabinet recognised the p o s s i b i l i t y of f a i l u r e , they agreed that the 
proposa ls should be pub l i shed on 2 J u l y , without any re f e rence to 
N o r t h e r n I r i s h representat ion at W e s t m i n s t e r . A l though there might 
be advantages i n announcing the p u b l i c a t i o n of the document i n N o r t h e r n 
I re land , i t was probable that the S e c r e t a r y of State f o r N o r t h e r n I r e l a n d 
would be under v e r y heavy p r e s s u r e to make a P a r l i a m e n t a r y statement 
on the date of pub l i ca t i on . The p r o p o s a l s could be debated on 10 J u l y 
at the same t ime as the Renewal of E m e r g e n c y P o w e r s . 

The Cabinet -

Invited the S e c r e t a r y of State f o r N o r t h e r n I re land -

(i) to arrange for the pub l i ca t i on of h i s dra f t 
p roposa l s on 2 J u l y , without any re f e rence to 
N o r t h e r n I r i s h P a r l i a m e n t a r y r e p r e s e n t a t i o n at 
We s t m i n s t e r ; 

( i i ) to give fur ther cons idera t i on i n consul tat ion 
with the C h a n c e l l o r of the Duchy of L a n c a s t e r to the 
need for a P a r l i a m e n t a r y statement on the date of 
pub l i ca t i on . 

Cabinet Office 
26 June 1980 5 
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