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^ ICONFlDENTIALl H 

AFp^^X> 1. THE FOREIGN AND COMMONWEALTH SECRETARY said that the general 

~~-C^v\ Western reaction to the shooting down by the Soviet Union of a Korean 


Kor e a i l ^\^/\ c i v i  l a i r l i n e  r in August had been to see the incident as revealing 

t ^ e t r u  e n a t u r  e f t n  e
I  ̂ rUn < ^^ \  °  Soviet system, while at the same time 


r
 < ( / )  ) recognising the need to continue with e f f o r t s to reduce East-West 

\^VX\tension. The President of the United States, Mr Reagan, had allowed 

<^A/%nns control negotiations to proceed, but had sought the widest 

^ ><£c^ssible i n t e r n a t i o n a l backing for condemnation of the Soviet action. 


"v/T^eOBritish Government shared t h i s approach and was a c t i v e l y 

( s ^ j ^ r t i n  g moves by the Korean Government i n the International C i v i  l 

Av^ftrjki Organisation (ICAO) and the Security Council of the 

U n i t i z a t i o n  s to obtain an independent in v e s t i g a t i o n into the 

incirl^tfj^r to secure compensation for the victims, punishment of 

those ^es^ansible and an apology from the Soviet Union; and to bring 

about (granges in rules and practices so as to prevent any recurrence. 

Despite the r e f u s a l of France, Greece and Turkey to take part, a 

cl e a r majority of Western countries had agreed to ban commercial 

f l i g h t s betweenjtheir countries and the Soviet Union, and overflights 

by Soviet airo^aTtV ,for a period of two weeks. This was l e s s than 

the United Sta^e^uanted, but represented the widest obtainable 

measure of agreerfikntu Vigorous diplomatic action had succeeded 

in mustering theMjec^s^ary nine votes in the Security Council for 

a resolution which<£kfiA£pviet Union had been obliged to veto, but 

there had once again^w£ef\a worrying tendency on the part of neutral 

and non-aligned count€*e^Tn balance h o s t i l i t  y against the Soviet Union 

with a show of h o s t i l i t y / w ^ h  e United States. 


THE PRIME MINISTER, summihgr^^the discussion, noted that before the 

Government's two week ban o<v1sAr«hts to and from the Soviet Union 

had been announced the B r i t i s j a / ^ r l i n e  s P i l o t s Assocation (BALPA) 

had decided on a 60 day ban, prip^kXy out of legitimate concern for 

the safety of crews and passengWs .ANlt was desirable that the ban 

operated by BALPA should be coter3»fnaH> with that imposed by the 

Government, and i  t would be necessa^£*£lte\ consider how best to bring 

t h i s about. I n t e r n a t i o n a l l y the ma?nXWjjective must be to p'ress 

for an apology and compensation by th4^S^viet Union and to.secure 

changes i n Soviet regulations and practices which would prevent any 

recurrence of the incident. 


The Cabinet - —
 x N 


1. I n v i t e d the Foreign and Commonwealth^e^imtary, i  n 

consultation with the Secretary of State foY^T^insport, 

to pursue the action being taken in ICAO ana—a^^/here 

with a view to the objective defined by the P v ^ f ^ f i i n i s t e r  . 
%̂ • 

H a  t y 


THE FOREIGN AND COMMONWEALTH SECRETARY said that he had <^Vt/fcompleted 

an o f f i c i a  l v i s i  t to Hungary which had been arranged befoVe^t^e\ 

General E l e c t i o n . Hungary had made remarkable economic progtr£$j£s) 

and Hungarian Ministers had been refreshingly frank in acknow<l^<f/i^g 

to him the important contribution which market forces, competitfronx<\ 
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/ /  ] and l i b e r a l i s a t i o n had made to this r e s u l t . They believed that 

Mr Andropov, who had himself served in Hungary, would not overlook 


^•CO\ the lessons of the Hungarian experience for the Soviet economy. 

^/p> On foreign a f f a i r s they had stuck c l o s e l y to the Soviet l i n e , but 


he had been able to put the Western case across to them on a number 

°f major issues including disarmament and the Korean a i r l i n e r  . The 


^--^Vvtate of play on the proposal for a trade agreement between Hungary 

xCva^d the European Community was due to be considered further at the 

^ ^ p j t K t meeting of the Community Council of Ministers, but i  t would be 

avptttult to find ways of admitting Hungarian products into the 
GomjHtJjv^ty without damage to the i n d u s t r i a l i n t e r e s t s of the member 
c o ^ t r ^ s  . % I 
THE FORE^N AND COMMONWEALTH SECRETARY said that the m i l i t a r y 


Previ 0  u s i t u a t i o n i n the Lebanon had not changed s i g n i f i c a n t l y since the 

^e£erenS various m i l i t i a s had moved to occupy ground vacated by the I s r a e l i s  . 


T ^ e L e  ^ a n e s  e
CC(83) 2ft:  Arwj^was holding up better than expected and had not 

Coticiu . been dislodgednfro^) -a number of v i t a  l positions around Beirut. 

Hin u t  e 2 °  n s  ' Intensive attemp^ba^S^re being made at mediation in which Saudi Arabia 

was now p a r t i c i p a t i n g 1! and President Reagan's Special Representative, 
Mr McFarlane, was\fervfyyng hard to find the basis for a c e a s e - f i r e . 
The Minister of StareY/jjSreign and Commonwealth Office, Mr Luce, 
was due back l a t e r t r ^ v ^ e a \ from a v i s i  t to Beirut, and h i s report 
would be very relevantrti^cfecisions about the future of the B r i t i s h 

. element i n the Multinati^HM^\Sorce (MNF) - the only contingent of 
the Force which had not ^^f^ysustained c a s u a l t i e s . A squadron of 
Buccaneer a i r c r a f t had been-^e^r^.to A k r o t i r i to provide the B r i t i s h 
contingent with a i  r cover. NRj^tmited States and France both had 
a i r c r a f  t c a r r i e r s off the Lebqgpd/and the I t a l i a n s also had a naval 
force there which they had aske</^£ncfold be allowed to use B r i t i s h 
f a c i l i t i e  s at A k r o t i r i . He was co^irqering with the Secretary of 
State for Defence how to respond zo^X$s request. ,
THE SECRETARY OF STATE FOR DEFENCE s a W ^ ) w a  s c l e a r from h i s recent • 
tal k s i n Washington with the United Scales Secretary of State, 
Mr Shultz, and the Secretary for Defense^ Mr Weinberger, that the 
United States Administration saw no way of disengaging from the 
Lebanon without unacceptable damage to American prestige and p o l i c i e s . 
At the same time they saw themselves as being /^P-^ slippery slope 
and were p e s s i m i s t i c about the prospects for afsoLution. The Rules 
of Engagement for the American component of tnV^iffifFxhad already been 
widened, and there was a r e a l r i s k of the UnitedUSj^Ve^ being drawn 
m i l i t a r i l  y into a Lebanese c i v i  l war. Opinion i n ^ ^ g r e s  s and the 
Senate might be pushing them i n t h i s d i r e c t i o n a g a i n / r ^ & l i t a r y advice. 
Meanwhile there was evidence of involvement by the Lroykn^and by the 
Pale s t i n e Liberation Organisation in support of the Druz^j^and t h i s 
might lead I s r a e l to reconsider i t  s p a r t i a l withdrawal' 
THE PRIME MINISTER, summing up 'the discussion, noted that ti#£<$Salian 

Government's request for the use of B r i t i s h f a c i l i t i e  s in M&tityfi. 

in the Sovereign Base Areas presented serious p o l i t i c a  l and p<^£>c>al 

d i f f i c u l t i e s  . B r i t i s h public opinion would find i  t 
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^1 ly\ d i f f i c u l  t to see the j u s t i f i c a t i o n for allowing B r i t i s h forces to 

suff e r c a s u a l t i e s unless t h e i r presence was seen to be serving a 
iC/S\y> c l e a r l y defined and acceptable purpose. Western forces could not 

allow themselves to become a buffer between I s r a e l and Sy r i a . At 
the same time, there was an evident r i s k that withdrawal could 

X ^ V ^ r e c i p i t a t  e the f a l  l of the Lebanese Government and might ser i o u s l y 
x^vO^mage r e l a t i o n s with the United States. I  t would be necessary to 
Vv^pe^iew the s i t u a t i o n c a r e f u l l y i n the l i g h t of Mr Luce's report 

<^iA/yo continue to keep in close touch with the United States 
Gpve wiment. 

ln>babwe THE FC^^^AND COMMONWEALTH SECRETARY said that three of the seven 

PR E V. white Aj^rForce o f f i c e r s detained in Zimbabwe a f t e r a c q u i t t a l had 


S
R6£  now been^released. Every e f f o r t was being made to secure the 

- 6  2
CC^N* 1  release of the remainder, but i  t was c l e a r from contacts with the 


I Conci 7 k Prime Minister of Zimbabwe, Mr Mugabe, that he and h i s government were 

S ^ 0 n s  »
M i   angered by t h e / ^ o ^ t i l e reaction of the B r i t i s h media as well as 
n u t e 
  

professing to B ^ e V t a i n genuine doubts about the innocence of the 

o f f i c e r s concerrra4/T~Stt also had to be borne i n mind that detention 

a f t e r a c q u i t t a l H^ppe/ied elsewhere in A f r i c a and was not unknown 

in the United Kingd^V/There was understandably strong pressure from 

within the Conservatiw*£Party for action to secure the o f f i c e r s ' 

r e l e a s e , but i  t was l^eAyvto be some time before t h i s could be 

achieved. 


The Cabinet - \ ^ y  \ 

2. Took note. ^ ^ ^  ̂ 


> U N I T  Y

 T Y i E F 0 R E I G N
F pAlRS  M I  > COMMONWEALTH SKJKEJARY said that the Greek 


chairmanship of the informal meeting^a^Foreign Ministers on 

°̂liti ^ September had been very u n s a t i s f a c t o r y ^ A l  l member stat e s other 

^ 0 >  0p e  r . than Greece had been determined that t*K^e should be a statement 


a t i o n condemning the Soviet Union over the sh&eting down of the Korean 

a i r l i n e r  . The chairman, Mr Haralambopoulos, had at f i r s  t refused 

to make any statement on the Community's behalf and had been brought 

to agree only with reluctance to a much l e s s far"mright text than 

other members of the meeting would have wishel^to^aee. 

Mr Haralambopoulos had also i n s i s t e d on r a i s i n g /6tfeSduestion of 

m i s s i l e deployment. Although a l  l other member sxj«-ge^did not 

consider t h i s appropriate and did not wish any pub£&iysAatement to 

be made, Mr Haralambopoulos had referred to the Gree*%*5& on 

m i s s i l e deployment in b r i e f i n g the press. This meetx^xh^l been a 

setback for p o l i t i c a  l co-operation. / /  A 


%\\\ 
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T H E F 0 R E I G N  M D
*  COMMONWEALTH SECRETARY reported that the Special 

%itJs%sk Council of Ministers, at which he had been accompanied by the 


c n c e
^ a
^fundVAVV0 1 1  1 H °  r °f the Exchequer and the Minister of Agriculture, F i s h e r i e s 

a n  d
/s>  Food, had met on 30 August. A l  l member stat e s were s t i l  l s e t t i n g 


{>revi out t h e i r positions. A s e r i e s of discussions were continuing on the 

j 0 u  s
R e  budgetary safety net and the s t r i c  t f i n a n c i a l guideline for 


C c  ( 8 3 ^ n C e  : d


M i  

> ^ \ v ^ r ^ c u l t u r a  ^ expenditure, a n   the United Kingdom had now also tabled 

Concl ? ^ t  n \ C v a ^ a p e  r  D n other p o l i c i e s . We were also pressing for the f u l  l extra 


U s i 0 n s  » ^ ^ C ^ u n  d due under the 1982 risk- s h a r i n g agreement. 
n u t 


" I 
F i r i  anc e


 <feS? 

e
 THE QW^CELLOR OF THE EXCHEQUER reported that at the informal meeting 


of E C O M M C and Finance Ministers on 10/11 September i  t had been 

agreed cA nominate the Belgian Finance Minister, Mr de Clercq, as 

chairman of the International Monetary Fund's Interim Committee. 

There had been no support for French ideas for s t a r t i n g discussion of 

a fundamental r ^ s i s i o n of international monetary arrangements. In 

private discusVioaj the French Finance Minister, Monsieur Delors, 

had explained tEfe^Shwth of pr o t e c t i o n i s t pressures and the questioning 

of Community memb^rjpyLp in France and the consequent need for a 

r e s u l t at the Athen^Buropean Council which could be presented as 

s a t i s f a c t o r y for F n ™ ^  . 


>
- <
The Cabinet ^  /  > 

# ^ H 

Took note. V-^yV\ 


ElECTORAT <^1i0 
T h  e
ABUSE TN  C a °inet considered a mMerandum by the Lord President of the 


^RTHERN Council (C(83) 29) on e l e c t o r a l a b ^ s ^ i n Northern I r e l a n d . 

t R E LANL
 / s L  ̂  

THE LORD PRESIDENT OF THE COUNCIL s^id^fc)iat the increasing use of 

personation ( s t e a l i n g a vote by preteh»lr>£> to be a person on the 

e l e c t o r a l r e g i s t e r and other electorar^malpractices) by Prov i s i o n a l 

Sinn Fein in Northern Ireland was reaching dangerous l e v e l s . The 

Secretary of State for Northern Ireland had put proposals to the 

Home and Soci a l A f f a i r s Committee for early l e g i s l a t i o n to introduce 

measures aimed at making such abuses more d i f f ^ e ^ i t  , including 

provision for i d e n t i f i c a t i o n to be required bejEory voting took place 

and the i n d e l i b l e marking of thumbs to preventSvyc^±n\ more than once. 

The Committee had recognised that t h i s was a dif\Mc«Zjfe\ problem but had 

been unable to agree that these proposals were tne^^jt^.answer to i  t 
or that e a r l y l e g i s l a t i o n was required. They also no^^Nthat the 

Home Secretary was under pressure to l e g i s l a t e on otr^roeiiectoral 


a n a  "
matters (votes for holiday makers and Britons l i v i n g abro^p^

thought that the Secretary of State for Northern I r e l a n ^ ^ / r y q u e s t 

should be viewed i n t h i s context. For h i s own part, the^ar^>Rresident 

thought that l e g i s l a t i o n against e l e c t o r a l abuse in Northeiay^re^and 

was necessary but that i  t should not be introduced i n the pl^s^rCt) 

session, which was already crowded. He saw advantage i n legivldxifto 

on both e l e c t o r a l issues in the 1984/85 session, but having t v d y ' y  \ 
B i l l s  , so that the Northern I r i s  h measure could proceed quickly. 


, * — .
 %\ 
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^jLy THE SECRETARY OF STATE FOR NORTHERN IRELAND said that the sec u r i t y 
forces had recently had considerable success against the Provisional 

 I r i s  h Republican Army. Provisional Sinn Fein, which had many of the 
same leaders, was increasingly concentrating i t  s e f f o r t s on the 

YV'y} p o l i t i c a  l process. At the recent General E l e c t i o n they had used 

\^-^/^antimidation and personation on a large scale - probably 25 per cent 


/ > X  ̂ t h e i r vote had been personated. I f  , by such means, they could 

\\ V  j ^   than 50 per cent of the n a t i o n a l i s t vote - a p o s s i b i l i t y 
S c u r e m o r e


<yy^^\ could not be excluded - they would be in a position to destroy 
R e c r e d e n t i a l  s of the Social Democratic and Labour Party (SDLP) 
a i ^ / t ^ x l a i  m that they were the true representatives of tne 
n a t i ^ f i k l i s t minority in Northern Ir e l a n d . This could have very 
dest^jT^^sing consequences on both sides of the border. Both the 
SDLP a^d^tjSe A l l i a n c e Party had asked for the e l e c t o r a l law to be 
t i g h t e r ^ I u p . He s t i l  l believed that action must be taken quickly, 
but now thought that he had been mistaken to propose marking of 
thumbs as well as proof of id e n t i t y . The former would be very 
strongly opposed by the c i v i  l l i b e r t i e s lobby, and he was not 
yet s a t i s f i e d -rfjr~the modalities of i t  s operation. He was advised 
that the idenuityJpxpvision on i t  s own might reduce personation to 
something l i k e y?pe"rYfcent. He therefore proposed l e g i s l a t i o n on 
that basis alone V^^iyxin as possible, i n order to have the new 
provisions i n force^^ror/the European elections i n June 1984. He 
would l i k e to sound au&Xhe other parties i n Parliament with a view 
to securing rapid prog^eAswith such a B i l l  . I  f such agreement 
was not forthcoming he wp^>d\accept that l e g i s l a t i o n could not be 
introduced u n t i l the foT>£e'w£n)a session. But even in that case he 
f e l  t that i  t would need t a ^ ^ ^ e p a r a t  e from any Home Office l e g i s l a t i o n . 
The following points were m a ^ i ^ d i s c u s s i o  n ­

(a) Mr Enoch Powell MP hbstp&i the Prime Minister 
that the Government had u n d e ^ i k  ̂ that the next e l e c t i o n 
for the European Parliament sM^^be on the same basis 
throughout the United Kingdom..Cjfi^assumed that t h i s 
meant that the single t r a n s f e r a b ^ e ^ ^ r e system (STV) would not 
be used in Northern Ireland for th^t e l e c t i o n . This would 
require l e g i s l a t i o n . Members of tne Cabinet could r e c a l l 
no such undertaking. The Boundary Commissions were 
considering a realignment of European constituencies with 
new ward boundaries in Great B r i t a i n , butyt/RiNs would not 
af f e c t Northern Ireland for the European\^4ej£t-i»on, because 
i  t was a single constituency for that purposje.^J 

(b) There was considerable pressure for leg£fiW^£on on 

a
e l e c t o r a l matters for the United Kingdom as a v ^ / r  w


r e s u l t of the recommendations of the Select CommVfo^e^pn 

Home A f f a i r s . These matters were to be discussed a ^ r a  k 

Party conference. I  f there were to be e a r l i e r l e g i s l a t i o n 

on e l e c t o r a l abuse in Northern Ireland, i  t would be^—-y^S. 

important that a c l e a r statement should be made of theMT\>Hs 

Government's intention to l e g i s l a t e on other e l e c t o r a l \>/^/ 

matters in Great B r i t a i n . So fa r Ministers had argued tna&^/<\ 

there was no time i n the present sesssion for e l e c t o r a l yy\> 

l e g i s l a t i o n , but i  t would be d i f f i c u l  t to maintain this ' 

view i  f l e g i s l a t i o n for Northern Ireland was introduced. V-<^) 
, ' %> • 
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^1 L e g i s l a t i o n for Northern Ireland did not s i  t well 
C ^ y  \ with the sort of l e g i s l a t i o n for the United Kingdom which 

 t n  e
< ^\>/\  Home Secretary might introduce. Two B i l l  s would be 

/yy\ preferable, and there was a case for t h e i r being distanced, 

<r*/j\ and dealt with i n separate sessions. 


\SS\\> (d) The urgency of the Northern Ireland l e g i s l a t i o n 
^ Sy) arose from the date of the European elections and the 

< ^ /  > p o s s i b i l i t y that Mr John Hume, the leader of the SDLP, 
C / ^ / V o u l d not otherwise secure r e - e l e c t i o n . Conceivably< t h i s 

^/^wauld occur anyway, because of the way i n which the STV 
Xxfould operate. Other measures to reduce malpractice could 

C o ^ S i b l  y be explored, for example a requirement to show a 


I/axjrpnal Insurance number on the e l e c t o r a l r e g i s t r a t i o n 


THE PRIME MINISTER, summing up the discussion, said that the Cabinet 
agreed that the_degree of personation and other e l e c t o r a l abuse by 
the P r o v i s i o n a ^ S i t i n Fein in the recent General E l e c t i o n was 
completely unaK£epta,b 1 e and that action must be taken. There could, 
however, be no gju^rantee that even the B i l  l now proposed by the 
Secretary of Sta^e^*£pr^ Northern Ireland would have a quick passage 
through Parliament^^oVeA i  f the Party managers were prepared to 
agree i t  . The Cabine^Weref ore agreed that a separate B i l  l should 
be introduced at the <&eg£iming of the 1984/85 session. This would 
give more time for furth-er^Tfaought about the most e f f e c t i v e counter­
measures, and could be I^yroYpe i n time for the l o c a l government 
elec t i o n s i n 1985. The Holiie^S^cretary should consult colleagues 
further on what should be s r i w ^ i t the forthcoming Conservative 
Party Conference about the r^mirar of l e g i s l a t i o n on e l e c t o r a l 
reform generally i n response zo/f^^\recommendations of the Select 
Committee on Home A f f a i r s . 

The Cabinet ­

1. I n v i t e d the Secretary of So^j^/tor Northern Ir e l a n d 

to consider further the most e f f e c t i v e counter-measures 

to personation and to prepare l e g i s l a t i o n for introduction 

at the beginning of the 1984/85 session. 


2. Invi t e d the Home Secretary to consiYer^Jurther, i n 

consultation with the Prime Minister, t n ^ ^ p K P r e s  i d e n  t 

and the Chief Whip, on what could be sa i d bhblUzly at 

the forthcoming Conservative Party ConferertcE^J^ut the 

timing of h i s proposed l e g i s l a t i o n on electOMyVp^orm. 
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PE^gW/^pCTOR 4. The Cabinet considered a memorandum by the Chancellor of the 

v^Yv> Exchequer (C(83) 30) on public sector pensions. 


PreviouQ yy 

R e f e r e   C H A N C E L L 0 R 0 F T H E


n
 £ < $ V ^ \ T H  E  EXCHEQUER said that the Government's E l e c t i o n 

a n : L e s t 0
CC(82)  ^ f  had stated that public sector pensions would continue to 


CoUc1 U  s Js^-—^<^he protected against r i s i n g prices on the basis of r e a l i s t i  c 

Minute 4 ° n  S 'vTwpJPtributions • Considerable progress had already been made in t h i s 


Ny^^wrection: the notional or actual pension contributions paid by 

^V/M^emen, firemen, members of the Armed Forces, and Members of 


ferLiament had been ra i s e d . I  t was now necessary to consider how 

tc<^pniy the policy to other groups. His proposals were as follows: 


.The financing arrangements of public service 

p4jw£<m schemes should be reformed to bring out more c l e a r l y 

th^xtotal costs of the benefits provided and how they were 

splrx between employer and employee. Making the P r i n c i p a l 

C i v i  l Service Pension Scheme (PCSPS) contributory was an 

e s s e n t i a l eiement here. 


(b) Allx^bt-i-c service pension schemes should'be reviewed 

to s e t t l e a/diAtroduce appropriate r e a l i s t i  c contribution 

r a t e s . v ^ x j  O 


(c) The Gover^p^f&Nshould s t a r t from 8 per cent (the 

current amount d£e1m^r>to be paid by c i v i  l servants) as the 

' r e a l i s t i c  ' contribiiV&x\rate for schemes providing normal 

accrual of benefits ̂ Vih)i|s would e n t a i l increases i n the 

pension contributionsVj^x^Xyeral large groups of public 

servants, such as scho^V^^achers, s t a f f of the National Health 

Service, and manual a n d ^ r M ^ e c o l l a r workers i n l o c a l government. 


In p r i n c i p l e , increases in employe^l^pension contributions would 

produce s i g n i f i c a n t savings i n puvllc/expenditure;, how large these 

were i n p r a c t i c e would depend on t h ^ p a r ^ i c u l a r arrangements that 

could be negotiated in individual serfw^eSy and the e f f e c t s on pay 

negotiations. His proposals related soiy^to public s e r v i c e pension 

schemes over which the Government had d i r e c t control. The Government 

did not have such control over the terms of nationalised industry 

pension schemes. I  t would be necessary to consider how the 

na t i o n a l i s e d i n d u s t r i e s might be brought to foHww the lead of 

the public s e r v i c e s . (( {) 


I f the Cabinet agreed with these proposals, o f f M i a ^ s s h o u l d be 

i n s t r u c t e d to prepare a detailed programme of acc-tej^atad to report 

back to Ministers with s p e c i f i c proposals. TreasuryV/>££icials 

should co-ordinate t h i s work. When Parliament T e t u w ^ Y w i  e 

Government should announce i t  s intention to proceed as prpjjjosed i n 


In discussion the following main points were made - ^vv?Y> 


(a) There was general agreement that i  t was necessary^fcW/^ 

tackle the problem of public service benefits and contribu^o / f^ s . 

But some members of the Cabinet argued that a more fundament^ry^^
 ^ ^ ^ ^ 
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<y1 ys. review was necessary than that contemplated in C(83) 30. 
IJyy^\ The private sector was increasingly coming to doubt whether 
<^\y\> i  t was right to base normal pension provision on an annual 

y//> accrual rate as high as l/60th of f i n a l salary; but private 
<^yy^s\ sector schemes would not be able to reduce t h e i r rates of 
Ss^yjy^ accrual of benefit unless the public sector gave a lead. 

/ Y \ The option of reducing public service pension benefits 
\ \ v /  \ should be considered by Ministers before o f f i c i a l  s were 

<y^liy\ instructed to undertake detailed work. On the other hand, 
/ ^ / y s . i  t was argued that in previous discussions the Cabinet had 

s^\> taken the view, r e f l e c t e d i n the Government's E l e c t i o n 
^ .//Manifesto, that i  t was right to approach the problem, at l e a s t 

< £ ^ < ^  h the f i r s  t instance, by seeking to secure adequate employee 
^M^oirfributions rather than by reducing benefits. 

^ b ) The suggestion that the PCSPS should be made 
contributory raised p a r t i c u l a r problems. Members of the 
C i v i  l Service and the Diplomatic Service were deemed to make 
a total/p^nsion contribution of 8 per cent, and t h i s was 
taken fimto(}account in determining t h e i r rates of s a l a r y . 
I  f they^we^evrequired in future to make actual contributions 
of a s imiUajyamount, they would expect to see t h e i r s a l a r i e s 
correspona^rrtgW increased. Not only would th i s r a i s e the 
base on whiciy/m^sion benefits were calculated but i  t would 
also a f f e c t p<£y£V&^ted allowances and overtime rates. 
Arrangements to ayjp>d adverse f i n a n c i a l e f f e c t s from these 
changes would be<^0j»pAicated and hard to negotiate. I  t was 
open to doubt wh&£ej?Jthe advantages of making the PCSPS 
contributory for a r T ^ ^ h \ f i t  s would outweigh the r e s u l t i n g 
problems. xO / O 

(c) Some public s e r v i z ^ p ^ k s i o n schemes would not be able 

to make changes of the sopt/e\wisaged in C(83) 30 without 

primary l e g i s l a t i o n . This'ha^Kimplications for the timescale 

on which changes could be im^etC^/ 


THE PRIME MINISTER, summing up the V^scussion, said that the Cabinet 

broadly approved the p r i n c i p l e s set c^t in paragraph 3 of C(83) 30. 

In p a r t i c u l a r , i  t was c l e a r l y necessary to bring public service 

pension benefits and contributions into better balance than was now 

generally the case; and an employee contri^H^Kon rate of the order 

of 8 per cent seemed reasonable, especially(inv^he l i g h t of the 

recent increase in the pension contributionVT^rraNby Members of 

Parliament. The Cabinet were not, however, p^rjjilVd-ed that i  t would 

be right to make the PCSPS contributory. They^Jfetfneeded to consider 

i n more d e t a i l how the approach which they favourM/MKprinciple 

for other public service pension schemes could be <g£rt£\fcito practice, 

and i  t would not be right to make any announcement of/t»k Government's 

intentions u n t i  l t h i s had been done. In t h i s considera£i?ay the scope 

for adjustment i n benefits need not be e n t i r e l y ruled \u4V/but the 

Government's decision on broad policy, r e f l e c t e d in the >femX£sto, 

to proceed by seeking r e a l i s t i  c contributions should be R^pp^fr mind. 

The Chancellor of the Exchequer should now arrange for o f f v c ^ i  ̂ to 

undertake further work as a basis for consideration by Minisy>errs^\ 


 % I . .
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w7/> This should discuss the detailed t e c h n i c a l , negotiating and 
C^x\\ l e g i s l a t i v e implications of bringing employees' pension contributions 

and benefits more into l i n e in the main public s e r v i c e pension 
S/y\ schemes, other than the PCSPS. Similar detailed work should be done 

o r
S/j) i the implications of making the PCSPS contributory. F i n a l l y work 
\^V/\should be done on how nationalised industries could best be required 
<^A/^j: encouraged to adopt a s i m i l a r policy to that eventually decided 
vySfr public s e r v i c e s . Meanwhile any convenient opportunities 
C^'uMi^h presented themselves for adjusting employees' pension 


4^^tysLbutions in the public s e r v i c e s should continue to be pursued. 

/<&e^Cabinet ­

1^A/ihvited the Chancellor of the Exchequer to 

arrange for o f f i c i a l  s to undertake the work 

outM.ned by the Prime Minister i n her summing up. 


2. Took note that the Prime Minister would 

arrange £<Mf^jMirther consideration by Ministers of the 

whole r a n ^  ̂ o f — i s sues, once the r e s u l t s of the 


• d e t a i l e d w o r p b V j o f f i c i a l s were a v a i l a b l e . 


A N r j S E R V l C E 5 l	 ' n x e
 Cabinet c o n s i d ^ r ^ ^ a note by the Chief Secretary, Treasury 
PUBLJQ (C(83) 31) on public serv^e*\pay and public expenditure. 

l  N  m	 E C H I E  F
1984-Q  SECRETARY, TREASiffi^Xid that before f i n a l i s i n g public­
expenditure plans for 1984-8Na^tvwas necessary to decide how to deal 


^ t e v i 0  u with public s e r v i c e pay. ThaSGjO>(5rnment1 s decision would be taken 

 a s a
^ e£erenc

 s i§ n a  l °f i t  s intentions ̂ f y ^ ^  e next pay round. For 1983-84 

a
CC(83) 24 *  ^^§u r  e °  ̂ per cent had beeh-^useiK He proposed that the figure 


o  r
^ 0 t l c  Uis'  ^  ^34-85 should be 3 per cent,</A/&>wer figure than 3 per cent 

n  S  >
^itiutg 2 ° 	   would point more strongly to a r e d u ^ £ o a \ i n the l e v e l of pay 

settlements, but in the l i g h t of cxifx^P/ expectations about'inflation 
i  t would r i s k being neither credible i { ^ / S u s t a i n a b l e . I  f i  t could 
not be sustained, i t  s value as a constraining influence on expenditure 
plans would be much weakened. A higher Tigure, on the other hand, 
would be taken as implying that the Government expected a l e v e l of 
pay settlements much the same as in the previou-e-spay round. The 
assumption would determine the provision in taeaggregate pay B i l  l 
for 1984-85 and l a t e r years for increases in p^3^ra^es and allowances 
deriving from settlements up to March 1985. I  t wouj)y apply to the 
provision for pay for a l  l public service g r o u p s , \ ^ ^ Q i i n  g the 
Armed Forces and the National Health Service, and i o y ^ h ^ u n i v e r s i t i e s 

u t n o t 
and other expenditure treated in a s i m i l a r way l a s t 4 ^ \ A ^  
to the l o c a l a uthorities or the nationalised i n d u s t r i e s N ^ ^ f the 
Cabinet approved his proposals, the Public Expenditure %6&f£k 
baseline for proposals containing public s e r v i c e pay ( o t ^ r ^ i n a  n 
l o c a l a u t h o r i t i e s ) would be reduced appropriately. This wotj£&\\ 
produce savings of about £400 m i l l i o n a year. The Governme\£t\*i/v 
decision would need to be disseminated widely for operational^fWsons 
and would become public knowledge. I  t should therefore be anno/rt^reck 
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<sl)immediately. I  t should be presented, not as a decision determining ^ ^ ^ ^ 
a n  y
Uyy^\  individual pay settlement, but as the provision i n the Government's 

</V?v cash plans. Settlements higher than 3 per cent were not ruled out; 
S / y s . kut there would be a presumption that the additional costs of such 

settlements would be found within e x i s t i n g provisions. Recourse to 
\^yy\tne contingency reserve was not excluded; but there was no 

/^O^resumption that i  t would be allowed. 

<^6HE->PRIME MINISTER, summing up a b r i e f discussion, said that the 

/e^roMvet approved the proposals i n C(83) 31:. There were disadvantages 
in^e^wzing an e x p l i c i t pay assumption; and i n some circumstances, 
for e x a m p l  e i  f i  t proved possible to move away from widespread annual 
pay^-^^^ements, i  t might be desirable to dispense with such an 
assump^W> But in present circumstances i  t was right to set an 
explicvf/assumption, and at a l e v e l calculated to influence the 
p r i v a t e ^ e c t o r by showing the< 'Government' s determination to contain 
public s e r v i c e pay settlements. The Government's decision should be 
announced l a t e r that day on the l i n e s proposed by the Chief Secretary, 
Treasury; it/tfetkkl be desirable also to bring out that higher pay 
increases woui6 lead to lower employment. I  t could be pointed out 
that the pay as-s\i^^on of 3 per cent was consistent with announcements 
that had already\|b^y^oiade about provision for l o c a l authority current 
expenditure in 195^&5/ - Several Departments would find i  t hard to 
accommodate pay incre«^<S\ s i g n i f i c a n t l y higher than 3 per cent i n t h e i r 
expenditure programme^>sVpSa y negotiators would heed to take f u l  l 
account of t h i s f a c t . / y y  \ 

The Cabinet ­

the proposals\^^^^3^) ^ ^ ^ ^ 


Cabinet Office 


September 
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