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1. The C&binet **ere informed of the business t o be taken i n the 
House of Cannons and the House of Lards i n the following week. 

THE SECRETARY OF STATE PCR TRADE AND INDUSTRY said that he 
osed to make a statement that afternoon about the s a l e of 
Rover Group t o B r i t i s h Aerospace p i c (BAe). λ report i n 
morning's Guardian, r e f e r r i n g t o a leaked confidential 

urn prepared by the Comptroller and Auditor General and 
to the National Audit O f f i c e (NAD) Report on the Rover 
e, had alleged that the Government had concealed frcm 

r_an Commission payments of around £38 m i l l i o n t o BAe. 
. report was due to be discussed by the Public Accounts 

Committee (PAC) i n closed Session on 4 December, but he believed 
i t r i g h t i n the circumstances t o volunteer a statement to 
Parliament^^Sfe would inform the Chairman of the PAC of h i s 
i n t e n t i o n a l We wculd also c l e a r h i s statement with the 
Secretary o?^€afee f o r Health, who, as Chancellor of the Duchy 
of L a n c a s t e r K j j ^ ^ a d e a statement t o the House of Commons cn 
the Rover Grobj^laue cn 14 J u l y 1988, and i f possible with the 
former Trade amffaS$£xy Secretary, Lard Young of Graffham, who 
was out of the 

The Cabinet discussed . 
s a l a r i e s . The discussion^ 

f a r increases i n Ministerial 
separately. 

2. THE SECRETARY OF STATE FCR 
of the week National Health 
advertised widely the l a t e s t terms 
18 months ־ which were on o f f e r 
London Ambulance Service had a l s o 

that a t the beginning 
(NHS) management had 

amounting t o some 9% over 
ambulance workers. The 
won an important court 

judgement recognising management's r i g h t tecjdthhold pay where 
ambulance s t a f f were not working normailyT)) T h i s would mean 
reduced pay f o r ambulance workers t a k S o ^ W u s t r i a l action 
which, i n the run up to Christmas, would piW^Hed pressure on 
them to accept the l a t e s t management offer. SfeOo^ which he had 
given the Trade Union Side of the National WMMfe^.Council of 
h i s intention t o e s t a b l i s h new negotiating ma 
representatives of the Association of Profess! 
Personnel (APAP) was due to expire the following 
wculd enable a v a r i a n t of the l a t e s t management off! 
t o APAP (whose members were estimated to make up 
ambulance workers) the following week. At the same 
offer would be extended to members of other unions 
on a return t o normal working. I f APAP accepted the 

:luding 
ance 



there was a good p o s s i b i l i t y that t h i s would encourage Berbers 
of other trade unions to do 8 0 . Meanwhile, the unions i n 
dispute were attempting to extend t h e i r i n d u s t r i a l action, with 
varying r e s u l t s . They were meeting that day t o consider means 
of further escalation, but overall i t was uncertain what 
success they would have. λ walk-cut by London Ambulance 
Controllers the previous day had gained seme p u b l i c i t y but had 

well handled by management. I t was i r o n i c that the 
a.oilers - who had since returned t o week - had themselves 
finally i n s i s t e d on the introduction of the procedures which 

now claimed were leading to unacceptable delays i n 
by po l i c e and mil i t a r y vehicles a t emergency 
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ellor Kohl's 
in the 
ag 

3. THE PORED 
of one-party 
continuing to 
27 November had 
leadership. The 
procrastinate i n the\ 

that Adamec had agreed 
and that a new govern! 
i n place by 3 December, 
opposition groups, was 
the government. The 
well under way, and i t 
authorities to reverse i t now. 

SECRETARY said that the control 
s t governments i n Eastern Europe was 

I n Czechoslovakia, the general s t r i k e on 
psychological defeat for the Party 
and government were now tr y i n g to 

popular pressure. Prime Minister 
should abandon i t s leading r o l e 
uding non-Ocmmnists, shculd be 
c Forum, which represented most 
channel for negotiations with 
change i n Czechoslovakia was 

very d i f f i c u l t for the 

said that the Federal 
major speech i n 
t out a new ten-

East Germany, 
elections i n 

red. were 

THE FOREIGN AND CCMMCNWEAITH SECRETARY 
German Chancellor, Dr Helmut Kohl, had 
the Bundestag on 28 November i n which he 
point plan on the relationship between 
Chancellor Kohl had stressed the importance 
East Germany which, the West German goverr 
l i k e l y to take place by the end of next y 
period i n which the two Germanies would 
other and would co-operate, though each country 
member of i t s present Alliance. Confederative ε 
be developed between the two German states so 
countries would proceed towards unity over a p e r i 
The West German Foreign Minister, Herr Hans Dietrich 
i n h i s discussions i n London on 29 November, had ρ 
reassuring gloss on Chancellor Kohl's statement than 
text warranted. Herr Genscher was doubtless aware of the 

foresaw a 
ide each 
emain a 

would 
two 



international reactions to Chancellor Kohl's statement. The 
Soviet and French governments had already reacted cautiously. 
Chancellor Kohl's speech had shewn signs of hasty preparation. 
I t would be important to pay c a r e f u l attention to the way i n 
which the West German government interpreted the statement i n 
the coming months. 

! Minister's 
[sit to Camp 

sferenoe 
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MINISTER s a i d that i n her discussions with the 
of the United States, Mr George Bush, a ״ t Camp David on 

,ember, he had shared her assessment of the correct Western 
to developments i n the Soviet Union and Eastern 
They had agreed that the question of border changes 

should not be raised, and that the existing North Atlantic 
Treaty Organisation (NATO) and Warsaw Pact structures should be 
m a i n t a i n e j y ^ T h e present negotiations cn force reductions 
should beVWawwi. President Bush had been concerned about the 
situation i i m M ] B a l t i c s t a t e s . She had pointed out that the 
extent to yitittj&BA West could influence developments there was 
limited. I t 4*ψ/?)φ£ t o argue f o r greater independence and 

States within t h e i r own countries. I t 
. these States to leave the Soviet 
had shown some impatience with 

West German government on the 
farces, p a r t i c u l a r l y low flying 

r r a ssed by statements by h i s 

l i b e r t y for th( 
would be wrong 
Uhion. Pres 
r e s t r i c t i o n s p i 
training a c t i v i t i e s 
exercises. He had 
Defense Secretary, Mr 
i n defence spending, 
statement had not been 
States government was 
She had pointed cut that i t 
was created that the f i r s t t 
defence. Nor should Western 

, about a 5 per cent reduction 
Bush had wished that the 

that way, though the United 
facing budgetary problems, 
damaging i f the impression 
f a r budget cuts should be 

put forward the view 
that the grounds f a r further r&Gcticns was the <tim1ni«hg^ 
threat from the Warsaw Pact. I c v a s net possible new to say 
what wculd happen i n the future. President Bush had made an 
enigmatic remark about cuts i n defence spending which he had 
characterised as "what peace was about" ./v3fc! had reminded him 
that defence spending was needed i n orde!\£g Unserve peace. 
Continuing, the ERIME MINISTER s a i d that 
questioned her about the dangers of i r 
within the European Community (EC). She 
B r i t a i n would continue to argue for keeping 
was why she was opposing the S o c i a l Charter. Pres 
t o l d her that he did not expect any dramatic new <* 
a r i s e frcm the United States/Soviet Sunmit a t 
December. She thought i t possible that President 
mic^Tt press for naval forces t o be included i n an 
reductions. She had advised President Bush that, i f Pr$J 
Gorbachev raised t h i s question, he should argue that the 
were the highway for Western countries and v i t a l to 

Bush had 
.onism 
t h a t 



reinforcement of Europe. Ihe Soviet Union could carry out 
reinforcement i n Europe over t h e i r own and t h e i r a l l i e s ' 
t e r r i t o r y . Ihey had both agreed t h a t i t was necessary f a r the 
present negotiations on conventional force reductions i n Europe 
t o be completed and f a r implementation t o be under way before 
there cculd be any consideration of discussing further cuts, 

had been agreement both a t the EC Heeds of Government 
i n Paris on 18 November and a t G a p David that the 

.on of European borders shculd not be raised. I t was 
that Chancellor Kohl had now done so, though Herr 
had taken a mare r e a l i s t i c l i n e . She had discussed 

f. issues with President Bush, including the Middle East. 
m deeply concerned over developments i n Nicaragua. More 
from Bulgaria, East Germany and Cuba were arriving there 

than va year ago. Some of these were being diverted to a s s i s t 
the g u e r i l l a s i n E l Salvador, !here had been a short discussion 
on the V i 
he hated 
the Uni 
Mexico i n 

_ boat people. The President had observed that 
a t odds with B r i t a i n . She had reminded him that 

departed i l l e g a l immigrants fran H a i t i and 
way as B r i t a i n was proposing to do. 

Concluding, 
been an 
the United 
problems, 
i n United States 
B r i t a i n would have 

MINISTER s a i d that a l l i n a l l , t h i s had 
She had cane away very conscious of 
'8 preoccupation with i t s budgetary 

I f there were cuts 
, t h i s would probably mean that 
mare obligations, rather than 

She had been, 
perception of the 
weapons to remain i n 
the importance of 
structures f a r the foreseeabl 

caged by President Bush's c l e a r 
i t e d States troops and nuclear 

had a cannon understanding on 
NATO and Warsaw Pact 

erce Policy 
ttee Meeting 

Brussels 

THE SECRETARY OF STATE FOR DEFENCE "fc&dd that he had attended the 
Defence Policy Committee M i n i s t e r i a l Meeting i n Brussels on 28 
November, which had been preceded on 27 Novraber by a Eurogrcup 
Ministerial meeting, comprising Def 
European nations which pa r t i c i p a t e i n 
Atlantic Treaty Organisation (NATO) 
considerable apprehension among Eurcpean 

from the 
ited North 

There had been 
about 

Mr 
, had 
.-party 

into 
d he 

the statements made by the United States 
Dick Cheney. The Danish Defence Minister, 
remarked that h i s government had j u s t 
agreement on defence spending, but t h i s had now 
disarray by Mr Cheney's remarks. The Defence i 
had had a private meeting with Mr Cheney before 
meeting. He had explained B r i t a i n ' s concerns about 
cuts i n United States defence spending. Mr Cheney 
note. I n h i s statement a t the re s t r i c t e d session 
Defence Policy Committee, Mr Cheney had reassured h i s c o l l 
that there would be full consultations within the י Alliance" 
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t h a t United S t a t e s troops would remain i n Europe. 
Nevertheless, despite t h i s reassurance, there was considerable 
anxiety about United States' intentions. Although Mr Cheney had 
s a i d that there would be no fixed agreement a t the united 
States/Soviet Summit i n Malta, and that NATO a l l i e s would be 
properly consulted, seme Defence Ministers had noted that 

ident Bush would be reedy t o t a l k about any subject which 
esident Gorbachev r a i s e d , presumably including troop 

.ons. At a p r i v a t e lunch f a r Ministers only, the concerns 
governments had been conveyed to Mr Cheney who had 
report back to President Bush. I t was worrying that 

.«J the NATO m i l i t a r y structure did not see a feasible 
maintaining proper defence below current l e v e l s . Ihe 

an a״ t the White House, and President Bush himself i n a 
. conference, had done t h e i r best to danp down speculation, 

but seme uncertainty remained. 

THE FOREIGN 
had been ocncl 
which provided 
immigrants and 
returned to 
that the 
prevented them from 
presented themselves a s 
the f i r s t r e p a t r i a t i a 
objective was not so muc 
to prevent a new wave of 
possible f a r Hong Kong to 
immigrants next year. Cons י 
way of turning round the 
was the normal p o l i c y 
governments i n dealing with i l l 

Vietnam. 

. SECRETARY Sciid t h a t an agreement 
22 November with the Vietnamese Government 

1 covering the treatment of Vietnamese 
ing of t h e i r situation a f t e r they had 

Vietnamese Government had i n s i s t e d 
.d be private, but t h i s had hot 

l i e statements i n which they bed 
of human rights. I he date f a r 

1not yet been fixed. The key 
the present refugee camps as 
immigrants. I t would not be 
.th another 30,000 i l l e g a l 

is being given t o the best 
'ore or on a r r i v a l . This 
the B r i t i s h and other 
.grants. 

VL4 

I n a b r i e f discussion, i t was pointed out that 
was a p o s s i b i l i t y of demonstrations against 
Ai r l i n e s i f they provided a i r c r a f t for **̂  
a i r l i n e was keen t o take on the assignor 
popular i n Hong Kong. The planned repa 
l i n e with the p o l i c i e s of a l l governments 
problems. I f i t became impossible to return 
to t h e i r cwn country, t h i s would lead to ' 

although there 
Cathay P a c i f i c 
i t r i a t i c n , the 
t h i s would be 

en t i r e l y i n 
with such 
immigrants 
anarchy. 

THE FOREIGN AND OCMCNWEALTH SECRETARY said that alt י 

the results had not yet been received i n the elections 
on 22-26 November, i t was cl e a r that Congress ( I ) had c 
worse than expected. Mr Raj i v Gandhi had resigned 
continuing as a caretaker Prime Minister. I t seemed l i k e l y 
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Mr V P Singh, a fanner Finance Minister and Defence Minister, 
would form a minority government i n c o a l i t i o n with the 
Camunists and with the Hindu supremacist party, the Bharatiya 
Janata Party. The opposition p a r t i e s were unl i k e l y t o be able 
t o form a stable coalition i n view of the wide ideological and 
s o c i a l differences between them. I he new government wculd 

_ j l y give a lower p r i o r i t y to foreign policy, since i t would 
forced t o concentrate mainly on inte r n a l a f f a i r s . 

Cabinet -

note. 

ΝΓΓΪ AFFAIRS 

ign Affairs 
oil 

4. THE 
A f f a i r s 
a s s i s t Pol _ 
November, i n 
Kingdom measi 
discussed the 
Strasbourg on 
subjects. Ihe 
events i n Eastern 
Heads of Government 
Ά more detailed 
framework of r e l a t i 
Eastern Europe could 
being prepared and 
consistent with the 
Second, the meeting 

AND OCMCNWEAIIH SECRETARY sa i d that the Foreign 
had adopted a package of trade measures to 

Hungary: he had himself announced on 29 
of the v i s i t of Mr Walesa, extra united 

assistance t o Poland. Ihe Council had also 
of the European Council t o be held i n 

!here would be four main 

i t 

would be the Community's response to 
Ihe discussion between Ocnraunity 
on 1 8 November had been helpful, 
tion a t Strasbourg, covering the 
eh newly-democratic countries of 

the European Occnunity, was new 
tant that t h i s should be 
own ideas on the issue, 
impetus t o future work cn 

d b u i l d on the useful 
Market Council and 

united Kingdom would 
subjects. On economic 

be made c l e a r that the 

should 
achieving the Single Market, 
progress made a t the meeting ο 
set cut p r i o r i t i e s for future 
tend t o be isolated on the two 
and monetary union i t would 
Government held t o the approach s e t cut i n the Chancellor of the 
Exchequer's paper and, along with the opposition p a r t i e s i n the 
House of Commons, rejected the proposals ' 
the Delors Report. But the debate 
procedural rather than substantive: i t 
i n which the discussion should be 
intergovernmental conference to revi s e the 
cal l e d , and i f so when. F i n a l l y , on the 
Government had long made i t s views c l e a r . I h e 
f a r made t o the text were inadequate. The Prime 
tol d President Mitterrand that she was ready 
different s o r t of text on the l i n e s which she had' 
discussed with him a t Chequers, but the offer had not 
up. He had himself had a b r i e f and unproductive ־ 
French Foreign Minister on 27 November, and would 
matter again during discussions with him cn 5 December, 
the l i k e l y outcome was a document a t Strasbourg t o Which1 

2 and 3 of 
would be 

the manner 
whether an 
should be 

the 
iticns so 

had 
a 
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Government oould not agree. I t would be inpartant to ensure 
that, 80 f a r as possible, attention was directed t o the f i r s t 
two subjects rather than the l a s t two. 

£^SHE SECRETARY OF STATE FOR ΊΗΕ ENVIRCNMENr said that, although 
meetings had been lengthy, the Environment council had had a 

v ׳ ^ n h agenda. I t had reached p o l i t i c a l agreement on the setting 
a European Environment Agency. The r o l e of the Agency 

to c o l l e c t environmental information on a standard 
i t would have no enforcement powers and would not 

.cate the work of other organisations. The s i t e of the 
.Jy had not been discussed. He had put forward the United 

Kingdom but i t was necessary t o narrow possible locations down 
to one arxi-hs considered that t h i s shculd be Cambridge. The 
chances 
good: 
Council 
habitats 
l i t t l e progrt 
Presidency t o 

the agency for the United Kingdom were not 
being pressed, for p o l i t i c a l reasons. The 

^ j p - i i g g o f i d r a f t Directives on ni t r a t e s , 
of access t o environmental information, t u t 
been made: i t would be for the I r i s h 

further. 

internal Market 
uncil 
1 November 

esident of 
Deutsche 

THE SECRETARY OF STAT^fijS&VTRAEE AND INDUSTRY said that the 
Internal Market GcuncijhMraO ccme close to agreement on the 
regulation to control mUoml The Germans were fighting a 
rearguard action: they we&&Anaticnal control agencies to be 
able to take a second look ̂ t j w r g e r s already cleared by the 
Commission. Pressure was be^p^ut on them to abandon t h i s 
approach and he hoped thatCfiW/ Council would adopt the 
regulation a t i t s next meeting ̂ A , ^ I h e regulation would not 
i t s e l f make i t any easier for wjkeover bids i n Germany to 
succeed, and he had been mounting aibampaign against b a r r i e r s to 
takeovers that existed i n other member states. The 
Commission had been supportive and had 
measures. Even so, a number of non-leg^ 
as the practice of banks voting 
remain. 

THE CHANCEUCR OF THE DUCHY OF LANCASTER 
c i r c u l a t e next week, i n advance of the 
note to Conservative Members of Parliament on 
i n achieving the Single Market. 

to bring forward 
ve b a r r i e r s , such 

!dings, would 

THE PRIME MINISTER noted the murder, that morning, 
President of the Deutsche Bank: t h i s would be a severe lc 
Germany and to the International Financial Ccmmunity. 
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LIMITED CTRCUIATICN ANNEX 

OC(89) 36th Conclusions, Minute 1 

Thursday 30 November 1989 a t 10.30 am 

ΊΗΕ >$CRD PRESIDENT OF ΊΗΕ COUNCIL said that following 
discussions with the Chancellor of the Exchequer and the lord 
Privy Seed, he had put proposals to the Prime Minister for 
increases i r ^ t t n i s t e r i e d s a l a r i e s to accanpany the increase i n 
Parliamente(& felaries to take effect frcm 1 January 1990. 
Under the a m ^ r a p t s for automatic increases i n Parliamentary 
s a l a r i e s , thRj״^pliamerrtary element of Catmcns Ministers' 
s a l a r i e s wcul<T^Kabease by 10.76%, that i s £1953. He believed 
that the overeay/zparease i n the package for M i n i s t e r i a l 
s a l a r i e s must be ו 0 & ^ lower percentage than that, e s p e c i a l l y 
i n the l i g h t of the c&pfent indus t r i a l action i n the Ambulance 
Service. He proposeK^Bstefore that Ministers should receive 
the same o v e r a l l dfe&wircrease as backbench Members of 
Parliament, namely £2595ν£ΛΡφ Cabinet Ministers i n the Camions 
t h i s wculd represent a ג«מ»י^ increase of 4.9% (including the 
increase i n the Pari iamenGflrw^ement). For Cannons Ministers 
as a whole, the average i i x x ^ p e r o j l d be 6.2%. 

Continuirg, the D3RD FRESIEENf^jir THE COUNCIL s a i d that the 
Government were e x p e r i e n c i n ^ ^ ^ ^ i d e r a b l e d i f f i c u l t y i n 
recruiting and retaining junior Mumraprs i n the House of Lords. 
On taking o f f i c e . Lords Ministersfcffet t h e i r e l i g i b i l i t y for 
the attendance allowance they coula^claim as backbench peers, 
unlike t h e i r Oatroons counterparts they received no Additional 
Cost Allowance. This issue had been looked a t a number of times 
before, and he proposed t o look again a ^ ^ j f c e arguments for 
giving Lords Ministers some form of ackiiti^djrOTuneration. I n 
the meantime, he proposed that i n eKHitioiv^ti^tra general cash 
increase of £2594, a l l Lords Ministers Q&4frs receive an 
additional £1000, making £3594 i n toted. There^aCKLhave to be 
equivalent cash additions for other paid office-rakfera i n the 
lords, which would mean an overall increase in^fc(Cxfc>rds Pay 
B i l l of 10.8%. However, he believed that t h i s ^ ^ l d be 
presented as a sensible restructuring. The o v e r a l l 4&&G$$e i n 
the Pay B i l l for Lords and Cannons Ministers ccmbi 
t h i s basis be 7%. He hoped to be able to 
proposals i n a written Parliamentary reply the following 
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that the increases could be brought into e f f e c t on 1 January 
1990. 

I n discussion the following main points were raised: 

a. An increase i n the pay b i l l for M i n i s t e r i a l s a l a r i e s of 
7% was highly undesirable a t a time when ambulance and other 
National Health Service workers had been offered a national 
increase of 6.5% and i n f l a t i o n was projected to f a l l by the 
end of 1990 to 5 3/4%. Ihe media would inevitably present 
the increase i n a way intended to damage the Government. I t 

Ld be presentationally much better to keep the overall 
i n the M i n i s t e r i a l pay b i l l to 6.5%. 

proposed, to give, an additional £1000 to Lords 
, though f u l l y j u s t i f i e d , distorted the position, 

increase for Cabinet Ministers was under 5%, well below 
the current i n f l a t i o n figure. l h i s f a c t was however 
unlikely to be highlighted i n media reports. i n the 
previcuj^ye^r, an increase of j u s t 3% had been portrayed as 
a s i m cash r i s e . 

c. Ihe ρ 
wholly ine 
attendance aYj 
aspect of the 
seek a permanent 
announcement a t 
a t t r a c t the same 
involved a s i g n i f i 

additional payment for Lords Ministers was 
to compensate for the l o s s of backbench 

!here was a case for emitting t h i s 
i n return for a firm undertaking to 

en to the problem. Ά separate 
date of such a solution would not 

of media interest, even i f i t 
s e i n the Lords pay b i l l . 

d. On the other 
number of times previc 
S a l a r i e s Review Body 
grounds, the case for an 
Ministers. Ihe tax aspects 
be unwise therefore to 
resolved quickly. 

issue had been looked at a 
On two occasions the Top 
ected, on very plausible 

cost allowance for Lords 
so complicated. I t would 

the problem could be 

e. An alternative means of reducing the projected increase 
i n the overall pay b i l l to 6.5% would be to make an arbitrary 
reduction i n the cash increase for Cabj/^fe^or edl Ministers. 
Awarding Ministers an increase i n the (ferj4£mentary element 
of t h e i r salary only would, for examplfe^OT^pg significant 
savings. \v 

THE FRIME MINISTER, summing up the discussion? 
Cabinet e n t i r e l y endorsed the need for an imp: 
remuneration of Lords Ministers. However, an 
of 7% i n the Ministerial pay b i l l was highly undes: 
the background of the i n d u s t r i a l action i n the ambul 
and the predicted f a l l i n i n f l a t i o n during 1990. 
number of options for achieving a lower increase, 
deferring the additional payment to Lords Ministers for 

that the 
i n the 



v / v being. The lord President should opnsider with the Chancellor 
y/flsi of the Exchequer and the Lord Privy Seal how t o achieve the 

necessary reduction. 

- The cabinet ץ׳^^^
1. Took note, with approval, of the Prime Minister's 
sunning up of the discussion. 

— — — 

Cabl^e Office 
1 December 1989 




