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NTARY 1. T H E C H A N C E L L O R O F T H E D U C H Y O F L A N C A S T E R 
i n f o r m e d the Cabinet of the bus iness to be t a k e n i n the House of 
Commons i n the week beginning 27 O c t o b e r . 

T h e C h a n c e l l o r of the Duchy s a i d that a short B i l l would be needed 
to amend the Tenants ' R ights (Scotland) B i l l to r e f l e c t the 
amendments wh i ch the Government had now agreed to accept to the 
Hous ing B i l l . T h i s B i l l would p r o b a b l y be i n t r o d u c e d i n the House 
of L o r d s and, s ince i t m e t the wishes of the Oppos i t i on , cou ld 
subsequently be taken through a l l i t s stages i n the House of C o m m o n s 
i n a s ing le day i n the week beginning 27 October . It was on ly i n 
the f o l l owing week that the House would be able to cons ider the 
L o r d s ' amendments to the C i v i l A v i a t i o n B i l l , the B r o a d c a s t i n g B i l l 
and the L o c a l Government , P l a n n i n g and L a n d (No 2) B i l l . The 
l a t t e r B i l l i n p a r t i c u l a r would be v u l n e r a b l e to a concerted 
Oppos i t ion attack on the l i n e s of that mounted against the Hous ing 
B i l l . T h e number of Government amendments made to the H ous i ng 
B i l l i n the House of L o r d s and the l i m i t e d t i m e a v a i l a b l e f o r t h e i r 
c ons idera t i on i n the C o m m o n s had he lped to m a k e that attack 
p o s s i b l e . It was of the u tmos t i m p o r t a n c e that the number of 
Government amendments tab led i n the L o r d s to the L o c a l 
Government , P l a n n i n g and L a n d (No 2) B i l l should be kept to the 
absolute m i n i m u m , and the need f o r the fifty G o v e r n m e n t amendments 
a l ready proposed should be r e - e x a m i n e d wi th th i s i n m i n d . On 
present p l a n s , P a r l i a m e n t would p r o b a b l y be p r o r o g u e d towards the 
end of the week of 3 N o v e m b e r : the State Opening of the next 
Sess i on would now be on 13 N o v e m b e r . 

T H E S E C R E T A R Y O F S T A T E F O R T H E E N V I R O N M E N T s a i d that 
the M i n i s t e r for L o c a l Government had d i s c u s s e d the handl ing of 
the L o c a l Government , P l a n n i n g and L a n d (No 2) B i l l i n the L o r d s 
wi th the L o r d P r e s i d e n t of the C o u n c i l and had agreed not to table 
some of the proposed amendments and to table o thers on ly i f there 
were adequate t i m e a v a i l a b l e . H i s m a i n c o n c e r n was that 
Government suppor ters i n the House of L o r d s who e x p r e s s e d the 
v i ews of the l o c a l author i ty assoc ia t i ons would combine wi th c r o s s -
bench and Oppos i t i on p e e r s to defeat the Government on the 
p r o v i s i o n s of the B i l l dea l ing wi th the s i m p l i f i c a t i o n of p lanning 
procedures and the proposed block grant . It might be p o s s i b l e , 
though u n d e s i r a b l e , to accept some amendments on the p lanning 
p r o v i s i o n s but p r e p a r a t i o n s for the Rate Support G r a n t (RSG) 
settlement for the next financial y e a r were a l r e a d y going ahead 
on the bas i s of the block grant s y s t e m . If these p r o v i s i o n s of the 
B i l l were not to become l a w i n October i t would by then be i m p o s s i b l e 
to r e v e r t to the ex i s t ing sys tem for c a l c u l a t i o n of the R S G for 
1981-82. T h e r e was l i k e l y to be a need for a gui l l o t ine mot i on when 
the B i l l r e t u r n e d to the House of C o m m o n s . 
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T H E H O M E S E C R E T A R Y said that the d i s cuss ion on the Broadcast ing 
B U I could w e l l take place i n a d i f f i cu l t and emotionally-heightened 
atmosphere i f M r Gwynfor E v a n s , the leader of P l a i d C y m r u , died 
or became s e r i o u s l y i l l as a r e s u l t of h i s proposed hunger s t r i k e 
i n protest against the dec i s i on not to al locate a t e l ev i s i on channel 
exc lus ive ly to W e l s h language broadcast ing . Every th ing poss ib le 
was being done by M r Gwynfor E v a n s ' s fr iends and by in f luent ia l 
publ ic f igures i n Wales to dissuade h i m f r o m this course , but a l l 
the ind icat ions seemed to be that he would p e r s i s t i n h i s protest . 

T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S sa id that 
1 i t had been suggested that Nat ional Health Serv i ce (NHS) employees 
cation were c i v i l servants . If th i s v iew gained ground, one effect would 

be that M e m b e r s of P a r l i a m e n t , such as the M i n i s t e r for Heal th , 
who held NHS appointments would be d isqual i f ied for the purpose of 
the House of Commons ' D i squa l i f i ca t i on A c t . The L a w Of f i cers 
were cons ider ing the question; i f they came to the conclusion that 
the A c t appl ied to NHS employees there would need to be 
l eg i s la t i on to give indemnity to the M e m b e r s concerned, and perhaps 
also separate l e g i s l a t i o n to make i t c l e a r mat NHS employees were 
not c i v i l servants or holders of off ices of pro f i t under the C r o w n . 

T H E P R I M E M I N I S T E R , summing up the d i s c u s s i o n , sa id that the 
Cabinet recognised that the House of L o r d s would face a heavy 
burden of l eg i s la t i ve work when they re turned f r o m the Summer 
Recess on 6 October . They had ident i f ied a number of prob lems 
that were l i k e l y to face the Government i n both Houses i n secur ing 
the enactment of the remain ing four B i l l s i n t h e i r p rogramme and, 
i n p a r t i c u l a r , the L o c a l Government, P lanning and L a n d (No 2) B i l l . 
F i f t y - f i v e Government B i l l s had, however, a l ready rece ived R o y a l 
A s s e n t th is Sess ion and, despite the l a s t - m i n u t e prob lems with the 
Housing B i l l , another five would do so before the R e c e s s . T h i s 
represented a considerable achievement, the c red i t for which was 
l a r g e l y due to the efforts of the business managers i n both Houses . 

The Cabinet -

1. Took note, with approval , of the P r i m e 
M i n i s t e r ' s summing up of t h e i r d i s c u s s i o n . 
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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 when the 
t Defence C a s h L i m i t f o r 1980-61 was set there was agreement i . that 

i t should be r a i s e d as n e c e s s a r y to c o v e r the cos t of pay i n c r e a s e s 
for the A r m e d F o r c e s and i i . that i t should be r e v i e w e d i n the l i g h t 
of developments i n the i n t e r n a t i o n a l s i tuat ion and the response to 
them of the N o r t h A t l a n t i c T r e a t y O r g a n i s a t i o n ( N A T O ) , and of 

s B r i t a i n ' s c o m m i t m e n t to h e r N A T O a l l i e s for a 3 p e r cent growth 
i n defence expenditure i n r e a l t e r m s . I t h a d now been agreed that 
the C a s h L i m i t should be r a i s e d by £54 m i l l i o n to take account of i . , 
but d i f f i cu l ty had a r i s e n o v e r i i . Spending i n the f i r s t q u a r t e r of 
the f i n a n c i a l y e a r i n d i c a t e d that the C a s h L i m i t would be overspent 
by £650 m i l l i o n over the whole y e a r u n l e s s cuts were m a d e . T h e 
S e c r e t a r y of State f o r Defence h a d a g r e e d that steps should be taken 
to e l iminate £250 m i l l i o n of t h i s , which represented vo lume i n 
excess of the accepted p r o g r a m m e ; and a lso that the C a s h L i m i t 
for 1980-81 should be reduced by £50 m i l l i o n to compensate f o r 
overspending i n 1979-80. T h e r e m a i n i n g £400 m i l l i o n of the 
pro jec ted 1980-81 overspend was caused by costs i n c r e a s i n g fas te r 
than had been foreseen when the C a s h L i m i t was f i x e d . H e h i m s e l f 
would have p r e f e r r e d to see no i n c r e a s e i n the Defence C a s h L i m i t on 
th is account, g iven the o v e r r i d i n g i m p o r t a n c e of m a i n t a i n i n g cash 
l i m i t s d i s c i p l i n e and thus the bas is f o r the G o v e r n m e n t ' s economic 
s trategy ; but, i n the l i g h t of the S e c r e t a r y of State for Defence ' s 
strong representa t i ons about the consequences of such a course 
both for the defence p r o g r a m m e and for B r i t a i n ' s r e l a t i o n s w i th 
N A T O , i t had been agreed that the Defence C a s h L i m i t should be 
r a i s e d by £200 m i l l i o n (which would be £150 m i l l i o n net af ter 
deduction of the £50 m i l l i o n i n respec t of overspending i n 1979-80), 
i n addi t ion to the e x t r a £54 m i l l i o n for A r m e d F o r c e s pay . T h i s 
would r e p r e s e n t a t o t a l i n c r e a s e of 21.8 per cent over the Defence 
C a s h L i m i t for 1979-80. 

T H E S E C R E T A R Y O F S T A T E F O R D E F E N C E s a i d that, wh i l e he 
and the Chie f s of Staff accepted t h i s d e c i s i o n , g iven the v e r y s p e c i a l 
s i tuat ion c rea ted by c u r r e n t economic c i r c u m s t a n c e s , i t r e p r e s e n t e d 
a heavy blow to the G o v e r n m e n t ' s agreed defence p o l i c y , wh i ch was 
based on a i m i n g for annual i n c r e a s e s of defence spending i n r e a l 
t e r m s i n the r e g i o n of 3 p e r cent i n l i n e with the agreed N A T O targe t . 
The i n c r e a s e i n 1979-80 had been on ly 2. 5 p e r cent up on 1978-79; 
and the i n c r e a s e i n 1980-81 would now be only about 1. 5 p e r cent. 
He would do h i s best to keep to a m i n i m u m the damage which t h i s 
would cause . B u t i t would be e s s e n t i a l to ensure that i n c r e a s e s i n 
l i n e wi th the 3 p e r cent a i m were r e s u m e d i n 1981-82 and subsequent 
year s. 
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T H E P R I M E M I N I S T E R , summing up a b r i e f d i s cuss i on , sa id that 
the Government 1 s i n a b i l i t y to meet the 3 per cent target i n the 
current year was a matter which a l l m e m b e r s of the Cabinet would 
regret . It nevertheless had to be accepted i n the in teres ts of the 
control of publ ic expenditure, which was v i t a l i f the under ly ing base 
of the national economy was to be got r ight . The co-operat ion 
which had been shown by the Secretary of State for Defence and the 
Chiefs of Staff was great ly appreciated. Dec i s i ons about the l e v e l 
of defence expenditure i n 1981-82 would be taken when cash l i m i t s 
for 1981-82 were set i n the autumn of 1980. 

The Cabinet -

2. Took note. 

4 

CONFIDENTIAL 



CONFIDENTIAL 

2. T H E L O R D P R I V Y S E A L sa id that the di f f i cul t ies facing the 
P r i m e M i n i s t e r of Zimbabwe, M r Mugabe, would be inc reased 
fol lowing the a r r e s t by the po l i ce on a m u r d e r charge of the 
M i n i s t e r of Manpower P lann ing , M r T e k e r e , who was the leader 
of the ex t remis t wing of M r Mugabe's p a r t y . The leader of the 
other coa l i t i on par ty , M r Nkomo, was the M i n i s t e r to whom the 
pol ice were respons ib le . M r Mugabe was maintaining the pos i t ion 
that the law should take i t s course . 

T H E L O R D P R I V Y S E A L sa id that the s ituation i n the secess ionist 
i s l a n d of Santo was tense but quiet, although one bridge had been 
destroyed. It had been agreed that B r i t i s h and F r e n c h troops 
should r e m a i n there for two weeks l onger . It might be poss ib le 
for a force f r o m Papua New Guinea to take over thereafter . The 
situation had been compl icated by the unhelpful attitude taken by 
the A u s t r a l i a n Government at the United Nat ions . 

T H E L O R D P R I V Y S E A L sa id that there might be a debate at the 
United Nations on the I s r a e l i Government ' s new l a w on the status 
of J e r u s a l e m , which had now passed the Knesset . It was 
understood that the P r i m e M i n i s t e r would short ly be r e c e i v i n g a 
personal message on the subject f r o m P r e s i d e n t Sadat of Egypt . 

T H E L O R D P R I V Y S E A L sa id that, fo l lowing the incidents invo lv ing 
Iranian "students" i n the United States, there seemed l i t t l e prospect 
of progress towards the re lease of the A m e r i c a n hostages. 

T H E H O M E S E C R E T A R Y sa id that the u n r u l y conduct of I ran ian 
residents i n B r i t a i n had provoked demands f r o m the B r i t i s h publ ic 
that they should be expel led. If one of the magis t rates before whom 
they appeared were to order the ir deportation, i t would be r e l a t i v e l y 
easy for h i m to take act ion . Although he had a power on h i s own 
ini t iat ive to o r d e r the deportation of ind iv idua l s whose presence was 
i n h is judgment not conducive to the publ i c interest , the internat ional 
consequences of h i s exer c i s ing that power i n th is instance might be 
serious. There was also a technica l d i f f i cul ty over signing 
deportation o r d e r s i n the case of persons who refused to give the i r name 

The Cabinet -

Took note. 
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3. The Cabinet considered memoranda by the Secre tary of State 
for Industry (C(80) 51) and by the L o r d Chance l lor (C(80) 52) on 

TION compensation for the nat ional ised shipbuilding and a i r c r a f t 
ILDING companies and the introduct ion of pr ivate sector capi ta l into the 

shipbuilding and sh iprepa ir i n d u s t r i e s . 

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 said that he had 
considered fur ther , i n consultation with the Secre tary of State for 

s the Environment , the suggestion that the f o r m e r owners of the 
warship bui lding yards might be i n v i t e d to choose between 
compensation on ex is t ing t e r m s , under the A i r c r a f t and Shipbuilding 
Industries A c t 1977, and the r e t u r n of the i r y a r d s . He had also 
considered the p o s s i b i l i t y of keeping the present compensation t e r m s 
but introduc ing l eg i s la t i on for p r i v a t i s a t i o n and then of fering the 
yards back at m a r k e t va lue . He had re luctant ly concluded that 
neither of these courses was p r a c t i c a b l e . F r o m d iscuss ions wi th 
f ormer owners i t was c l ear that they would be interested only i f 
they were given assurances over a range of i s s u e s : there was no 
question of s i m p l y handing the y a r d s back to t h e m . It would be 
necessary , for example , to take account of the substantial capi ta l 
investment by B r i t i s h Shipbui lders (BS) i n the yards and to c l a r i f y 
the treatment of tax al lowances , the imp l i ca t i ons for pension funds 
and the r e c o v e r y of progress payments . Long and complex 
l eg i s la t i on would be necessary to dea l with these questions and, 
unless the B i l l were to apply to a l l the shipbuilding and sh iprepa ir 
companies of B S , there was a r i s k that i t would be dec lared h y b r i d . 
The Opposit ion would se ize the opportunity to threaten renat ional isat ion 
i f they were to come back into power . T h e r e would be an immediate 
cost to the P u b l i c Sector B o r r o w i n g Requirement , because of the 
repayment of p r o g r e s s payments, and the probab i l i ty of widespread 
and cost ly i n d u s t r i a l unrest within the i n d u s t r y . He re luctant ly 
concluded therefore that p r i v a t i s a t i o n should be de ferred and that 
there should be no change i n the present compensation p r o v i s i o n s . 

T H E L O R D C H A N C E L L O R said that he agreed with the Secre tary of 
State for Industry ' s conc lus ion . In h i s v i ew the question of 
pr iva t i sa t i on should be considered separately f rom that of the al leged 
inequity of the compensation t e r m s . Retrospect ive l e g i s l a t i o n was 
objectionable i n p r i n c i p l e ; and i n this case retrospect ive l eg i s la t i on 
to change the compensation t e r m s would benefit those shareholders 
who had h e l d on to the i r shares i n the hope of such l eg i s la t i on but 
not those who had sold to cut the i r l o s s e s . It would compound the 
in just ice to the la t ter group, while reward ing the f o r m e r whose 
m o r a l c l a i m was no greater . 
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In d i s c u s s i o n i t was agreed that , wh i l e the compensat ion t e r m s 
of the 1977 A c t were dep lorab le and i n effect con f i s ca tory , they 
could not be changed now. W h i l e i t might be p o s s i b l e to negotiate 
so lut ions to some of the d i f f i c u l t i e s i d e n t i f i e d by the S e c r e t a r y o f 
State f o r Industry , there could be no avo id ing complex and 
c o n t r o v e r s i a l l e g i s l a t i o n and the l i k e l i h o o d of c r e a t i n g f u r t h e r 
i n j u s t i c e s . It was m o r e o v e r i m p o r t a n t that the C h a i r m a n of B S 
should be g iven the opportunity to tack le the p r o b l e m s of the i n d u s t r y 
f ree f r o m the d i f f i cu l t i e s w h i c h a m o v e to p r i v a t i s a t i o n at t h i s stage 
would b r i n g . 

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 r e l u c t a n t l y accepted that the compensat ion t e r m s under the 
1977 A c t could not now be amended. T h e y a l so agreed that the 
p r i v a t i s a t i o n of B r i t i s h S h i p b u i l d e r s should be d e f e r r e d , although i t 
r e m a i n e d the G o v e r n m e n t ' s in tent i on to p r i v a t i s e the y a r d s i n whole 
or i n p a r t as soon a s i t was p r a c t i c a b l e to do so . 

The Cabinet -

1. A g r e e d that t h e r e should be no change 
i n the t e r m s of compensat ion under the A i r c r a f t 
and Sh ipbui ld ing Indus t r i e s A c t 1977 and that the 
p r i v a t i s a t i o n of B r i t i s h S h i p b u i l d e r s , i n whole 
o r i n p a r t , should be d e f e r r e d . 

2. Inv i ted the S e c r e t a r y of State f o r Industry 
to announce t h e i r d e c i s i o n i n a W r i t t e n A n s w e r 
before the R e c e s s and to agree the t e r m s of h i s 
announcement w i t h the C h a n c e l l o r of the E x c h e q u e r 
and the S e c r e t a r y of State f o r T r a d e . 

CONFIDENTIAL 

4. T H E P R I M E M I N I S T E R s a i d that the L o r d P r e s i d e n t of the 
C o u n c i l had r e p o r t e d to h e r that 32 new non -depar tmenta l bodies 

i) (Quangos) had been set up s ince the G o v e r n m e n t began i t s campaign 
to reduce t h e i r n u m b e r . W h i l e n u m e r i c a l l y m a n y m o r e quangos 
had been abo l i shed than c reated , the aggregate cost of the new ones 
was h igher than the aggregate cost of a l l those that had been 
abo l i shed . T h e p r e s s u r e to reduce the number o f quangos should 
be ma in ta ined , and each M i n i s t e r should sat i s fy h i m s e l f that adequate 
p r o g r e s s was being made i n the a r e a s f o r which he was r e s p o n s i b l e . 

The Cabinet -

Took note. 

Cabinet Of f i ce 
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