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24th April 1969 

Dear Ward, 

Withdrawal of Subventions to Northern Ireland 

You may have seen the earlier papers on this subject including 

Pliatzky's letter to Cairncroes of 21st February and Unwin•a record ot a 

em eting on 26th February. 

The Prime Minister has now asked to see an examination of the extent 

to which we might withdraw United Kingdom subventions to Northern Ireland and 

what the effect of this would be. I enclose a draft based on the paper which 

was before the meeting on 26th February and the points made t that meeting, 

and I should be very grateful if you would let me have your comments. The 

subject ie likely to be discussed at a meeting of the Official Committee at 

noon tomorrow, so it would be very helpful if you could let us have some 

preliminary thoughts either tonight or in the morning. 

D. E. .
1 • I • 

a � l •• 

C. Ward Esq.
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itl dra\ al of United Kinqdom Subventions 
:to orttiern lreland 

F r, 

. . 

This paper examines the extent to hich it might be possible 

to ithdra · the U.uited Kingdo subventions to iorthern Ireland 

and hat the effects of such a decision might be. uch a easure

has been considered as a means of exerting pressure on a reactionary 

government in northern Ireland (for example if Capt. O 'lleill ht;Ld 

resigned); it has not been conte plated in a situation \tl1ere 

ressure \vas being placed on a moderate government to pursuade it 

to be ore liberal. The yuents which can be considered in this 

e conterl are the 'residuary share• of reserved taxation; special 

!--ay.men-ts ade under a variety of enactments; agricuitture deficiency 

payillent�; and capital. loans.

The '..ce..,iduary share' of re erved t�at·on 

The 'residuary share' currently aunts to about �200 illion

a year - paid under section 22 of the Government of Ireland Act, 

1920. It consists of the proportion of U.K. truces hlch is properly 

attributable to rorthern Irela.�d, after deduction of about £2 million 

aa an Imperial Contribution (i.e. a contribution to�ards Defence and 

overseas expenditure, etc.), 

The precise amount o:f the residuary share is determined annually 

by consultation bet\een th�- Tr�asury and the 1n1�try of Finance, 
r.x_ 

and f orraally by the et tutory Joint Exchequer Boara.,(-'.L.ich the two

Departments are represented under an independent chairman. The

Joint chequer Boar could not easily be anipulated to o.nction

even a odest reduction in the residuary ohare; and if it G.id so,

there is statutory ,revision for appeals from its decisions. Any

substantial reduction 1ould mean a radical departure from the

/accepted 
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accepted and long-standing practice for interpreting the provisions 

in the 1920 et for calculnting the residuary share; and the 

Treasury, on legul advice, do not think that this could 'be intro­

duced ithout amending the legislation itself. 

Syecial Pa;ymgnts 

A number of special payments are made to suppleocnt the 

residuary share and thus enable northern Ireland to enjoy 'parity 

of services• �ith Great Britain. The special payments, and their 

current annual costs, nre:-

(i) payments under the Social Oerviccs ( orthern Ireland

Agreement) et 1949 - about £19 million;

(ii} National Insurance Joint Authority payments node to the 

orthern Ireland National Insurance Fund under section 63 

of the hational In3ura.nce Act 1946 - about �13 million; 

(iii) regional. employment premium - about £9 million;

{iv) ;payments under section 32 of the Agriculture Act 1957 

('remoteneos' grants) - about £1.7 illi9n; 

(v) agriculture deficiency pay.oents - .about £28 illion.

Neither the Sccin.l Services nor the Insurance paynents ((1) and

(ii) above) could be susper.. ed or reduced without legislation. But

the provisions for the •remoteness' rants (iii) are discretionary 

in form; and .E.P. payment1a (iv) made u.nder the 1967 Finance et 

ight also so be regarded. 

Agriculture deficiency payments (v) are ade to fnrrilers in 

llorthern Ireland, but they are part of the system rhich appli�s to 

the United �ingdom as a hole and the inistry of Agricult:tre �� 

.~crt ..... � .. Ireland acts si!!lply as the accnt of the Government of the

United 1 dom. Technically the �inistry of Agriculture has po era 

to differentiate between different regions but in practice the 
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scope for usin •. these po ,era to differentiate against farmers in 

rorthern Ireland seems limited. 

Capital Loans 

Capital loans are made under section 2 of the 'iscellaneous 

Financial Provis�ons et 1950 and enable the orthern Ireland 

covernment to lend investment capital to local. authorities and 

public utilities. They are discretionary and could be stopped 

without legislation more or less at any time. The current statutory 

limit of £120 million has nearly been reached and the 1969 Finenee 

Bill iill provide for it to be increased to £170 million • 

• Possible courses of action 

The possibilities of taking action without legislation seem 

very limited. The main. possibility would be to discontinue capital 

loans. The immediate effect ould be so:ne disruption of the capital 

programmes hich these loans finance - i.e. the programmes of local 

authorities (including housing) and of the Electricity Board - and 

the principal value :ould prob bly be as a gesture and as a 1arning

that ore stringent measures ight be taken if the Government of 

Northern Ireland did not respond. It ,ould also seem possible to 

reduce the 're oteness• grants and R.E.P. payoents. The effects 

,ould not however be great and ould take some time to be felt. 

If there 1 ere a decision to introduce legislation it would be 

possible to make a much larger reduction in mniten ingdom subventiono. 

Any le islation ould be extreme1y controver�ial and it oul.d be 

necessary to consider very carefully which particular payments 

should be reduced. Thus, there would be a problem 1n equity over 

denying Northern Ireland the share of United Kingdom taxation which 

is properly attributable to them. But the residuary share of 

reserved taxation ight be reduced by increasing the deduction for 

/the 
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Ito .. Iii � 

the L�perial Contribution so that it nore nearly represented a 

proportionate contribution tqwards Defence and other Imperial 

expenditure. Alternatively, the reduction ight be effected on 

the special payments which are more clearly subsidies f�om Great 

Britain to I orthern Ireland. The difficulty here is tha� these

payments are related to the needs of the ore vulnerable me bers 

of the commwiity in 1 orthern Ireland - those receiving social

�ervices benefits, .orkers in industry and farmers - and, in the 

case of agriculture deficiency payments, ould ean a direct 

reduction in the actual payments to farmers. 

• Any large reduction vo�d effectively reduce public expendi-

ture in Northern Ireland and involve a departure from the principle

of 'parity of services• bet;een Northern Ireland and Great Britain

� ich 1as introduced by the Simon Declaration of 12th ay, 1938.

· oreover, matever the form of the reduction in United Kingdom

subventions, a reactionary government in Northern Ireland could

apply reductions to v,�lnerable sections of the community and place

the blame on the government of the United Kingdom.

lore generally the effect on the economy of liorthern Ireland, 

including the loss of confidence. could do irretrievable damage to 

the province and increase the political and social problems which 

can be finally resolved only in conditions of economic prosperity. 

Finally, if ilitary intervention become necessary (and financial 

pressure might help to nnke it necessary} the task of the troops 

ould be rendered ore difficult if they .ere seen by the local 

population as the agents of a government which had caused tnem 

unnecessary suffering and hardship. 

/ConclusiQM 
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Conclusions 

EC�
7 

Legislanion ould be necessary if fana..�cial pressure ere 

to have any substantial immediate effect except as a -arning to 

a reactionary government. The legislation would be extremely 

controveroial; the reduction of United Kingdom subventions ould 

force a departure from the principle of parity or serviceo; and 

it could inflict serious damage on the economy of Northern Ireland. 

It must also be doubted ,mether financial pressure would ork .in 

H. -:.G. •a interest either in the shorter or longer tern. Against

this background it may be thought that even a threat to apply 

financial pressure ,ould lead to controversy and alienate moderate 

opinion, or alternatively that it would not be taken seriously. 

The National Archives' reference CJ 3/115

© Crown Copyright


	tna_CJ3-115_1969-04-24_p1
	tna_CJ3-115_1969-04-24_p2
	tna_CJ3-115_1969-04-24_p3
	tna_CJ3-115_1969-04-24_p4
	tna_CJ3-115_1969-04-24_p5
	tna_CJ3-115_1969-04-24_p6
	tna_CJ3-115_1969-04-24_p7
	tna_CJ3-115_1969-04-24_p8
	tna_CJ3-115_1969-04-24_p9
	tna_CJ3-115_1969-04-24_p9a



