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CONCLUSIONS of a Meeting of the Cabinet
held at 10 Downing Street on
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at 10.30 am

PRESENT

The Rt Hon Margaret Thatcher MP

Prime Minister
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The Rt Hon Douglas Hurd MP (::::)
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The Rt Hon Kenneth Clarke QC MP
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The Rt Hon Malcolm Rifkind QC MP
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The Rt Hon David Waddington QC MP
Parliamentary Secretary, Treasury
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The Rt Hon Nigel Lawson MP
Chancellor of the Exchequer

The Rt Hon Peter Walker MP
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The Rt Hon Norman Fowler MP
Secretary of State for Employment

Rt Hon Nicholas Ridley MP
etary of State for the Environment

T Hon Kenneth Baker MP

S&cr y of State for Education and Science
The K§§§> John MacGregor MP
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The Rt HAN Paul Channon MP
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Chief Secretary, TxEagdy

"ZE;E§§>
The Hon Peter Brooke MP /@

)
/2




SECRETARIAT

Sir Robert Armstrong

Mr C L G Mallaby (Items 4 - 6)
Mr R G Lavelle (Items 4 - 6)
Mr A J Langdon (Items 2 and 3)

Mr S S Mundy (Items 2 and 3)
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IL 1. THE PRIME MINISTER said that the Cabinet would be relieved to know
THE that the Lord President of the Council was in excellent spirits and was
PRESIDE making a good recovery after being taken ill earlier that week. She

| THE COU invited the Cabinet to join her in sending him a card conveying their

ffection and best wishes.

PARLIAMENTARY 2(?255%9 Cabinet were informed of the business to be taken in the House
Of 2

AFFAIRS ns in the week following their return from the Christmas
Adjont on Monday 11 January.

Protection of THE HOME SECRETARY said that he had spoken several times, most recently

| Official the previous y, to Mr Richard Shepherd MP about his Protection of
! Information Official Infomgt Bill which was due to have its second reading in
ﬂ Bill the House of Co n 15 January. He had emphasised the firm

commitment that

intention to publi
replacement of Secti
to early legislation
of Government could not
a Private Member, and h
Any difficulties of deny
outweighed by the dangers

y the announcement that week of the Government's
ite Paper setting out proposals for the

f the Official Secrets Act 1911, with a view
as clear that a matter so close to the heart
lowed to go into Committee in the hands of
eft Mr Shepherd in no doubt on that point,
Bill a Second Reading were far

wing the Bill to proceed.

l'w A

Public Service THE CHANCELLOR OF THE EXCHEQUER sa
Pensions announce the following day, by mea
Government would not be making payme
pensions schemes which it administereQ X0 compensate them for the small
error which had recently come to light\jn the calculation of the Retail
Price Index (RPI). Compensation would have required computations to be
made of the sums owed to each beneficiary, according to their individual
| circumstances, and the total cost of this exe , which would have far
outweighed the total amount of benefits whic d have been paid out,
would have been prohibitively expensive. It -;’f?5b.osed instead to
make the sum concerned available to suitable @, including the
main public service benevolent associations activesgp/ support of retired
or needy members of the public services, and the vxdfSaher would
therefore not derive any benefit from the error in culation of

the RPI. /

e e e —— e ————

at the Paymaster General would
Written Answer, that the
members of public sector

(ol

In discussion, it was suggested that it would be helpfu he
interests of heading off possible criticism, for the Writ wer to
give a clear explanation why compensation to public servic joners

would not be feasible.
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HOME AFFAIRS

Prisons

Previous
Reference:
cc(87) 30.3

Applications
by Tamils for
Political
Asylum

Previous
Reference:
cc(87) 30.4

Unemployment

Previous
Reference:
cc(87) 32.2
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The Cabinet -

Took note.

THE HOME SECRETARY said that the Prison Officers' Association (POA)
alloting their members on the possibility of industrial action in
pZHredt against the Government's plans for increasing the use of

civifran staff in the prison service. This was part of a sustained
camgﬁ§§§>by a faction within the national executive of the POA,
lu

inc ts chairman, of opposition to the new Fresh Start working
arrangégfnts. The best estimate was that there would be a small

majorit®in favour of industrial action. He thought that, in that
event, the POA would seek to re-open discussions with the Home Office
about the use of civilian staff in prisons. The Government would need

ray\nst any pressure of this kind from the POA. The

gr Secretary of State, Home Office (the Earl of

n very effective presentation of the Government's
4 J

s 'Today' programme on BBC Radio 4.

THE HOME SECRETARY sail the House of Lords had ruled the previous
day in favour of the Go in an appeal hearing in connection with
applications by six Tamils olitical asylum in this country. This
was a very welcome decisio would now proceed, as quickly as
possible, to review individu ch of the applications by Tamils who
p§litical asylum,

THE SECRETARY OF STATE FOR EMPLOYMENT said that the unemployment figures
for November would be published that day. The seasonally adjusted total

had fallen by about 63,500 since October toqgijﬁ; 2,649,000; this total
t

Parliamentar
Caithness) had
position on that

had now fallen for each of the previous 17 mdnthy. Over the previous

12 months there had been the largest sustain pduction of unemployment
since records had been kept, with unemployment @ > fallen by 300,000

over the previous six months. Unemployment sto-séﬁ! 9.5 per cent of the

Unemployment had fallen in all regions, with the 1¢
occurring in Wales, the West Midlands and the North Unemployment
among school leavers was 29 per cent below that in No 1986 and
represented the lowest November total since 1979. Unf A} vacancies at
job centres stood at the highest level on record; this uhdgfedored the

strong growth which had been taking place in the economy. o qnly
} %
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@recent exercise by Department of Employment fraud investigators in a

British
Caledonian
Airways

Previous
Reference:

CcCc(87) 36.2
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point of concern was that the annual increase in average earnings had

risen from 73/4 per cent to 8 per cent. Aside from that, the overall
position was extremely encouraging.

mber of south coast towns had indicated that more than one quarter of

supported other evidence that the 'black economy' was well
ped in many areas. Over the following few months he would be

reater prominence to this, and his Department would be devoting
efforts to tackling the problem.

<§i§§;;ons claiming unemployment benefits had simultaneously been at work.
v

2d

THE C 2f2.LOR OF THE EXCHEQUER said that unemployment was now below the
averagf that in other European countries, and the reduction in the
rate of \dnemployment in the United Kingdom was greater than that in any
other major European country. This provided further confirmation that
the economy was forging ahead vigorously. Although there was likely to
be some reduc in the rate of economic growth during the following

year, suggestionsVthat the economy was likely to move into recession
were manifestl ounded. The main point of concern, as the
Secretary of St Employment had indicated, was the recent increase

in the growth of earnings.

THE PRIME MINISTER, g up a brief discussion, said that it was
important to get across ublic opinion that the thriving British
economy not only broug @t higher standards of living but also

provided the means by wh ndards of social services could be
raised.

The Cabinet -

1. Took note. A/
THE SECRETARY OF STATE FOR TRADE ANDgggj;TRY said that it had come to

notice that, following a formal complaint by British Midland Airways,
the European Commissioner responsible for competition 1ssues,
Commissioner Sutherland, had it in mind to wpfE\to British Airways (BA)
and British Caledonian Airways (BCal) to in mhem that he was
currently disposed to think that a merger be ca~hem would constitute
an abuse of a dominant position under the term ticle 86 of the
Treaty of Rome. This action would create an explpsyye situation,
especially in view of the Monopolies and Mergers .V)'r sion report
clearing the proposed BA bid. He had therefore spo¥es Commissioner
Sutherland, who would only be able to exercise the s Dfunctions of

him to refrain from precipitate intervention and,
developing situation under review. Commissioner Sutherl?
tended to the view that, on the facts and legal advice ava
there was little doubt about the application of Article 86
proposed merger, and that it would create far more trouble if

3 | /
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active in the competition area and was promoting a new Community
<::::> regulation on mergers, stressed that he had been very strongly pressed

@
% became apparent at a later stage., Commissioner Sutherland, who was

by British interests, and it had to be accepted that he could not ignore
formal complaints that were made to him,

ean Commission's intervention in the way that Commissioner
land had in mind would be a most unwelcome development, and the
Cabrn¥x endorsed the line that the Secretary of State for Trade and
Indu$¥ry had taken with the Commissioner. It would be appropriate for

PRIME MINISTER, summing up a short discussion, said that the
t

the ssioner to be informed that the Secretary of State had the full
| suppo his colleagues on this matter.
| ThadCabinet -

| 2s Invited the Secretaries of State for Trade and Industry and

for Tran to be guided by the Prime Minister's summing up of
the discyssivn,

FOREIGN 4. THE FOREIGN MZ@‘WE!\LTH SECRETARY said that recent reports
d

e e e

| AFFAIRS from United States an t sources confirmed that the recent meeting

| -—— in Washington between sident of the United States, Mr Ronald

| United Reagan, and the General ry of the Communist Party of the Soviet

| States/Soviet Union, Mr Mikhail Gorbache been successful. Not only had the

| Union Summit agreement on eliminating g ased Intermediate Range Nuclear Weapons

| Meeting (INF) been concluded, but co ble progress had been made towards an

} agreement on 50 per cent cuts strategic nuclear weapons of the

| Previous United States and the Soviet Uni n the other hand, the Soviet Union
Reference; had not made significant concesslo n human rights, and real progress

| c¢cc(87) 36.3 on the regional problems in vario s of the world was still some

4 way off. Since the Summit meeting, ited States and the Soviet

I Union had commented sensibly in ways igned to avoid an impression of

either euphoria or gloom. The INF agr{yment was a significant
achievement. It was important that the United States Senate should
ratify it., The West should maintain pressure on the Soviet Union on

human rights and on regional issues, especia fghanistan; there was a
remote possibility of a Soviet move towards Withgrawal from
Afghanistan,

—
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Rep@ £ THE FOREIGN AND COMMONWEALTH SECRETARY said that the candidate of the

Kore Korean Government, Roh Tae Woo, had achieved a clear win in the

4;559 presidential election in the Republic of Korea on 16 December. He had
Previou O obtained 37 per cent of the votes in a 90 per cent turnout. As
Reference

xpected, the opposition candidates were challenging the result, If
cc(87) 22. %rs were reasonably well handled in Korea, the new President should

able to take over on schedule in late February 1988 without serious

rbance.
Belgium THE FO AND COMMONWEALTH SECRETARY said that the general election in
Belgiu 13 December had left a confused picture. The Flemish Social
Previous Democra Party led by the Prime Minister, Mr Wilfried Martens, had
Reference: lost six seats; but the centre right coalition led by Mr Martens could
cc(87) 29.3 theoretically re-form with a very slender majority in Parliament.

The Socialist however, become the largest political group in
Parliament, a was likely that a coalition including them would

eventually be @ This could take some weeks.
The Cabinet

%/@

S
1

COMMUNITY D% THE FOREIGN AND COMMO SECRETARY said that the meeting of the
AFFAIRS Foreign Affairs Council on 1 ber had discussed how the review of
-— future financing would be carri ward during the German Presidency.
Foreign These plans were now as well in %as could be expected. There had
Affairs been agreement on the timetable for cussions in the Foreign Affairs
Council Council leading up to the special n Council in February. It was
14 December accepted that the general basis of sgion should remain the
Presidency text tabled in Copenhagen. Agriculture Council would

have discussions in January on set asi¥®. Permanent Representatives
would undertake more detailed work in c&rtain other areas such as the
fourth resource. It seemed that within the German Administration, the
German Foreign Minister, Herr Genscher, would e responsibility for
the preparations as a whole. The Council haj@i?%}lly reached agreement
on the regulation covering radioactivity lev

into operation in the event of another major nuf/
Agreement had also been reached on the EC/Israe Ngfgghation protocols,
in the light of an acceptable compromise on imple sgion by Israel of
measures giving occupied territory citrus producers :

markets.
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Fi THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that at its meeting
Coun on 14-16 December the Fisheries Council had after protracted discussion
14-16 reached a satisfactory agreement on catches and quotas for 1988,

ombe/@

Transport <;é%EE§§gFETARY OF STATE FOR TRANSPORT said that at the meeting of the
a
F c

Council rt Council on 16 December the Germans, with the help of the
16 December nd Italians, had blocked agreement on road haulage market

acc his issue would now have to be considered further during the
Germ V idency.

Th abinet -

Took note.

RETIREMENT 6. THE PRIME M
OF THE the last which woul
SECRETARY OF Sir Robert Armstrong
THE CABINET to record her own and
Armstrong's eight years
of the Cabinet, of his o
Civil Service, and of the ¢
Office during Sir Robert's
were fortunate that people
highest standards were the on

said that the present meeting of the Cabinet was
ttended by the Secretary of the Cabinet,

ould retire at the end of 1987. She wished
binet's appreciation of Sir Robert

remely distinguished service as Secretary
ding service throughout his career in the
ent service rendered by the Cabinet
ship. The Government and the country

was an unsurpassable example of In his period as Secretary of the
Cabinet, he had witnessed and re deddsome notable events, among them
the Falklands conflict, and some v:af’t ortant legislation. He had
played a major role in the negotiat55§§32 the Anglo-Irish Agreement., He
had given signal service in matters c ing national security,
Throughout he had shown the highest de8fcation, integrity and loyalty.

The Cabinet wished him well and its memBérs hoped to maintain contact
with him in the future.

“jitle standards., Sir Robert himself

THE PRIME MINISTER presented to Sir Robert Argig ng a silver coffee
pot, as a gift of the Cabinet in recognition &
service.

THE SECRETARY OF THE CABINET thanked the Prime Mings
He thanked all members of the Cabinet for their ki
It had been a privilege to be Secretary of the Cabinef«
first holder of the position to serve only one Prime Mi
been a marvellous and fascinating time, and it had been
and a great pleasure to serve a Cabinet whose policies h:
Hailsham had said at the last meeting of the Cabinet befora

Election) changed the face of the country. CiZZ;}
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@f The Cabinet -

Recorded its profound gratitude to Sir Robert Armstrong for his

(%ééii) outstanding service as Secretary of the Cabinet and extended to him

; its best wishes for the future.
Cabine tgice

17 December 19
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