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CONFIDENTIAL

s THE FOREIGN AND COMMONWEALTH SECRETARY said that the general
Western reaction to the shooting down by the Soviet Union of a Korean
civil airliner in August had been to see the incident as revealing
the true nature of the Soviet system, while at the same time
recognising the need to continue with efforts to reduce East-West

s control negotiations to proceed, but had sought the widest

<
<::::%gstension. The President of the United States, Mr Reagan, had allowed

ritish Government shared this approach and was actively
ting moves by the Korean Government in the International Civil

Cizg;;ible international backing for condemnation of the Soviet action.

A Organisation (ICAO) and the Security Council of the

Uni ations to obtain an independent investigation into the
inc:. to secure compensation for the victims, punishment of
those

about nges in rules and practices so as to prevent any recurrence.
Despite e refusal of France, Greece and Turkey to take part, a
clear majority of Western countries had agreed to ban commercial
flights between their countries and the Soviet Union, and overflights
by Soviet airof4 for a period of two weeks. This was less than

: ted, but represented the widest obtainable
measure of agree Vigorous diplomatic action had succeeded
in mustering the gyary nine votes in the Security Council for
a resolution which A/ Spviet Union had been obliged to veto, but
worrying tendency on the part of neutral
balance hostility against the Soviet Union
the United States.

dé%:QRSible and an apology from the Soviet Union; and to bring

THE PRIME MINISTER, summib}
Government's two week ban o
had been announced the British #iflines Pilots Assocation (BALPA)
had decided on a 60 day ban, pfipdrily out of legitimate concern for
t was desirable that the ban
with that imposed by the
consider how best to bring

operated by BALPA should be coterf
Government, and it would be necess
this about. Internationally the mainSgFjective must be to press
for an apology and compensation by. th iet Union and to._secure
changes in Soviet regulations and prackices which would prevent any
recurrence of the incident,

The Cabinet -
1. Invited the Foreign and Commonwealt@ tary, in

a
consultation with the Secretary of State f nsport,
to pursue the action being taken in ICAO an here
with a view to the objective defined by the inister.

THE FOREIGN AND COMMONWEALTH SECRETARY said that he had ompleted
an official visit to Hungary which had been arranged before

General Election. Hungary had made remarkable economic pr

and Hungarian Ministers had been refreshingly frank in ackno ing

to him the important contribution which market forces, competl §:
' ! /
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and liberalisation had made to this result. They believed that
Mr Andropov, who had himself served in Hungary, would not overlook
the lessons of the Hungarian experience for the Soviet economy.
On foreign affairs they had stuck closely to the Soviet line, but
he had been able to put the Western case across to them on a number
of major issues including disarmament and the Korean airliner. The
tate of play on the proposal for a trade agreement between Hungary
the European Community was due to be considered further at the
meeting of the Community Council of Ministers, but it would be
ult to find ways of admitting Hungarian products into the
ogzéi@ty without damage to the industrial interests of the member

cobtityias.
?

THE FO N AND COMMONWEALTH SECRETARY said that the military
situation” in the Lebanon had not changed significantly since the
various militias had moved to occupy ground vacated by the Israelis.
The Lebanese A as holding up better than expected and had not
been dislodged§§§§§ a number of vital positions around Beirut.
Intensive atte : e being made at mediation in which Saudi Arabia
was now participa @
Mr McFarlane, was ‘weft hard to find the basis for a cease-fire.
The Minister of Sta¥ej/¥8reign and Commonwealth Office, Mr Luce,

% from a visit to Beirut, and his report

the Force which had not & ustained casualties. A squadron of
Buccaneer aircraft had be to Akrotiri to provide the British
contingent with air cover. 2 ited States and France both had

aircraft carriers off the Leb%qpfl/3nd the Italians also had a naval

force there which they had askeg ld be allowed to use British
ring with the Secretary of
0

facilities at Akrotiri. He was ¢
State for Defence how to respond Cﬁﬁ?s request.

THE SECRETARY OF STATE FOR DEFENCE sal/itywas clear from his recent
talks in Washington with the United S § Secretary of State,

Mr Shultz, and the Secretary for Defens®) Mr Weinberger, that the
United States Administration saw no way of disengaging from the
Lebanon without unacceptable damage to American prestige and policies.
At the same time they saw themselves as being slippery slope

and were pessimistic about the prospects for & tion. The Rules

of Engagement for the American component of the=)ffF~had already been
widened, and there was a real risk of the United
militarily into a Lebanese civil war. Opinion in *94’ ss and the

might lead Israel to reconsider its partial withdrawal.

Government's request for the use of British facilities in AKX
in the Sovereign Base Areas presented serious political and p
difficulties. British public opinion would find it

Jy 2
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difficult to see the justification for allowing British forces to
suffer casualties unless their presence was seen to be serving a
clearly defined and acceptable purpose. Western forces could not
allow themselves to become a buffer between Israel and Syria. At
the same time, there was an evident risk that withdrawal could
recipitate the fall of the Lebanese Government and might seriously
mage relations with the United States. It would be necessary to
iew the situation carefully in the light of Mr Luce's report
o continue to keep in close touch with the United States
e ent.

white A orce officers detained in Zimbabwe after acquittal had

now been\released. Every effort was being made to secure the

release of the remainder, but it was clear from contacts with the
Prime Minister of Zimbabwe, Mr Mugabe, that he and his government were
angered by thelﬁf“sile reaction of the British media as well as
professing to atey ain genuine doubts about the innocence of the
officers concerired t also had to be borne in mind that detention
after acquittal gdﬁg;:- elsewhere in Africa and was not unknown

in the United Kingdefs here was understandably strong pressure from
within the Conservatj

’:rt for action t th ffi !
”/e- y c o] O Secure e o lcers

release, but it was I'i¥ o0 be some time before this could be

achieved. é;§§>
The Cabinet = @

2. Took note. g@é

2. THE FOREIGN AND COMMONWEALTH %gﬂé%
chairmanship of the informal meetin oreign Ministers om

12 September had been very unsatisfatpgr; All member states other
than Greece had been determined that t1<?:.shou1d be a statement
condemning the Soviet Union over the shadting down of the Korean
airliner. The chairman, Mr Haralambopoulos, had at first refused

to make any statement on the Community's behalf and had been brought
to agree only with reluctance to a much less right text than
other members of the meeting would have wishe :
Mr Haralambopoulos had also insisted on raising
missile deployment. Although all other member s

THE FO%%§E§>AND COMMONWEALTH SECRETARY said that three of the seven
(¥ F
e

ARY said that the Greek

missile deployment in briefing the press.
setback for political co-operation.
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THE FOREIGN AND COMMONWEALTH SECRETARY reported that the Special
Council of Ministers, at which he had been accompanied by the
Chancellor of the Exchequer and the Minister of Agriculture, Fisheries
and Food, had met on 30 August. All member states were still setting
<::i> out their positions. A series of discussions were continuing on the

budgetary safety net and the strict financial guideline for

Cc(83) 26: gricultural expendi?uye, and the United Kingd?m had now also tabled
onclyg th aper on other policies. 'We were.also pressing for the full extra
g lons, Ciéggsnd due under the 1982 risk-sharing agreement.

3 <;££§>

: &

‘Mance THE OR OF THE EXCHEQUER reported that at the informal meeting
of Eco c and Finance Ministers on 10/11 September it had been
agreed 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 starting discussion of

a fundamental hsion of international monetary arrangements. In
private discuq{i the French Finance Minister, Monsieur Delors,

had explained wth of protectionist pressures and the questioning
of Community mem in France and the consequent need for a

result at the Ath ropean Council which could be presented as
satisfactory for F

The Cabinet - : £§5§>
Took note. @

- Elgg § ' .
RMRgoﬁgL 3. The Cabinet considered a dum by the Lord President of the

Nm“HERN Council (C(83) 29) on electoral a in Northern Ireland.

THE LORD PRESIDENT OF THE COUNCIL at the increasing use of
personation (stealing a vote by prete to be a person on the !
electoral register and other electora <§§%;ractices) by Provisional
Sinn Fein in Northern Ireland was reach\pg dangerous levels. The
Secretary of State for Northern Ireland had put proposals to the
Home and Social Affairs Committee for early legislation to introduce
measures aimed at making such abuses more difééifbt, including

0

provision for identification to be required b voting took place
and the indelible marking of thumbs to prevent more than once.
The Committee had recognised that this was a di problem but had
been unable to agree that these proposals were theé t.answer to it
or that early legislation was required. They also
Home Secretary was under pressure to legislate on ot

matters (votes for holiday makers and Britons living abr and
thought that the Secretary of State for Northern Irelan uest
should be viewed in this context. For his own part, the resident

thought that legislation against electoral abuse in Northe
was necessary but that it should not be introduced in the p
session, which was dlready crowded. He saw advantage in legl
on both electoral issues in the 1984/85 session, but having tw

Bills, so that the Northern Irish measure could proceed quickly.<§£§§%>

e 9
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THE SECRETARY OF STATE FOR NORTHERN IRELAND said that the security
forces had recently had considerable success against the Provisional
6;335 Irish Republican Army. Provisional Sinn Fein, which had many of the
ij) same leaders, was increasingly concentrating its efforts on the
‘<::2> political process. At the recent General Election they had used

intimidation and personation on a large scale - probably 25 per cent
<€§§§; their vote had been personated. If, by such means, they could

ure more than 50 per cent of the nationalist vote = a possibility
ich could not be excluded - they would be in a position to destroy

edentials of the Social Democratic and Labour Party (SDLP)

a laim that they were the true representatives of the

nati ist minority in Northern Ireland. This could have very

des ing consequences on both sides of the border. Both the
SDLP a Alliance Party had asked for the electoral law to be
tighte up. He still believed that action must be taken quickly,
but now Yhought that he had been mistaken to propose marking of
thumbs as well as proof of identity. The former would be very
strongly opposed by the civil liberties lobby, and he was not

yet satisfied e modalities of its operation. He was advised
that the iden ovision on its own might reduce personation to
something like ent. He therefore proposed legislation on
that basis alone as possible, in order to have the new
provisions in forc he European elections in June 1984. He
would like to sound other parties in Parliament with a view
to securing rapid pro ith such a Bill. If such agreement

was not forthcoming he w accept that legislation could not be
introduced until the fo session. But even in that case he
felt that it would need t arate from any Home Office legislation.

The following points were ma (jiézggscussion -
(a) Mr Enoch Powell MP h&d’t the Prime Minister
s

that the Government had und akyy that the next election

for the European Parliament e on the same basis
throughout the United Kingdom., ssumed that this

meant that the single transferab e system (STV) would not
: be used in Northern Ireland for tR&£t election. This would

: require legislation. Members of the Cabinet could recall

no such undertaking. The Boundary Commissions were
considering a realignment of European congtituencies with

new ward boundaries in Great Britain, buf/th)ys would not

affect Northern Ireland for the European ion, because
it was a single constituency for that purp

(b) There was considerable pressure for leg n on
electoral matters for the United Kingdom as a s a
result of the recommendations of the Select Co eon
Home Affairs. These matters were to be discussed J”;

Party conference. If there were to be earlier leg @ bn
on electoral abuse in Northern Ireland, it would be
important that a clear statement should be made of th
Government's intention to legislate on other electoral g%giép

matters in Great Britain. So far Ministers had arcued t

there was no time in the present sesssion for electoral <;2>§
legislation, but it would be difficult to maintain this '

view if legislation for Northern Ireland was introduced. <%§§E;>
| ‘ <§fp
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(¢) * Legislation for Northern Ireland did not sit well
with the sort of legislation for the United Kingdom which
the Home Secretary might introduce. Two Bills would be
preferable, and there was a case for their being distanced,
and dealt with in separate sessions.

(d) The urgency of the Northern Ireland legislation

possibility that Mr John Hume, the leader of the SDLP,

ould not otherwise secure re-election. Conceivably, this
ld occur anyway, because of the way in which the STV

d operate. Other measures to reduce malpractice could

ibly be explored, for example a requirement to show a

¥pdal Insurance number on the electoral registration

Ei;i§2§> arose from the date of the European elections and the

¢}

THE PRIME MINISTER, summing up the discussion, said that the Cabinet
agreed that the degree of personation and other electoral abuse by
the Provision r Fein in the recent General Election was
completely un ble and that action must be taken. There could,
however, be no tee that even the Bill now proposed by the
Secretary of Sta Northern Ireland would have a quick passage
through Parliament if the Party managers were prepared to
agree it. The Cabi refore agreed that a separate Bill should
be introduced at the ing of the 1984/85 session. This would
give more time for furt ought about the most effective counter-
measures, and could be e in time for the local government
elections in 1985. The Hex® retary should consult colleagues
further on what should be Y. the forthcoming Conservative

Party Conference about the of legislation on electoral

reform generally in response recommendations of the Select
Committee on Home Affairs.

The Cabinet - 6559
1. Invited the Secretary of SSor Northern Ireland

to consider further the most effetive counter-measures
to personation and to prepare legi¥lation for introduction

at the beginning of the 1984/85 session.

2. Invited the Home Secretary to consyder)jurther, in
consultation with the Prime Minister, t

and the Chief Whip, on what could be said
the forthcoming Conservative Party Conferen<E
timing of his proposed legislation on electoKa ¢gform.

CONFIDENTIAL '
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1))
pEN%TOR 4, The Cabinet considered a memorandum by the Chancellor of the
C:€S5 Exchequer (C(83) 30) on public sector pensions.

Prav:

IQ?Z;:zzé§§;> THE CHANCELLOR OF THE EXCHEQUER said that the Government's glection
CC(82) 31 Manifesto had st§ted t@a? publ%c sector penSL?ns would ?onFlnue to

C“mlugi & e pr?tecged agalnst‘r151ng prices on the basis of reallstlc' :

Mhmte 4ons' ntributions. Considerable progress had already been made in this

ection: the notional or actual pension contributions paid by
emen, firemen, members of the Armed Forces, and Members of

ent had been raised. It was now necessary to consider how
the policy to other groups. His proposals were as follows:

The financing arrangements of public service
P n schemes should be reformed to bring out more clearly
thk(total costs of the benefits provided and how they were
split between employer and employee. Making the Principal
Civil Service Pension Scheme (PCSPS) contributory was an
essential element here.

@)

(b)  All service pension schemes should'be reviewed
to settle ar roduce appropriate realistic contribution
rates.

' (¢c) The Gover hould start from 8 per cent (the

current amount d

'realistic’' contri
accrual of benefits
pension contribution
servants, such as scho
Service, and manual and

In principle, increases in empl u§§;>§pension contributions would
produce significant savings in p héﬁjbxpenditure;. how large these

were in practice would depend on t icular arrangements that

o be paid by civil servants) as the

rate for schemes providing normal

s would entail increases in the

veral large groups of public

hers, staff of the National Health
collar workers in local government.

could be negotiated in individual s esy, and the effects on pay
negotiations. His proposals related to public service pension
schemes over which the Government had ect control. The Government

did not have such control over the terms of nationalised industry
pension schemes. It would be necessary to consider how the
nationalised industries might be brought to fo the lead of
the public services. (iiQ§

If the Cabinet agreed with these proposals, off
instructed to prepare a detailed programme of actyes’s
back to Ministers with specific proposals. Treasu¥y/pfPicials
should co-ordinate this work. When Parliament .retu
Government should announce its intention to proceed a

B sed in
c(83) 30. @

In discussion the following main points were made -

(a) There was general agreement that it was necessaryé;iéi%;

tackle the problem of public service benefits and contrib

7
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review was necessary than that contemplated in C(83) 30.

The private sector was increasingly coming to doubt whether
it was right to base normal pension provision on an annual
accrual rate as high as 1/60th of final salary; but private
sector schemes would not be able to reduce their rates of
accrual of benefit unless the public sector gave a lead.

The option of reducing public service pension benefits

it was argued that in previous discussions the Cabinet had

<€§§Sb should be considered by Ministers before officials were
<§Zé;;> instructed to undertake detailed work. On the other hand,

taken the view, reflected in the Government's Election
<§§9Manifesto, that it was right to approach the problem, at least

the first instance, by seeking to secure adequate employee
omgributions rather than by reducing benefits.
6

The suggestion that the PCSPS should be made
contributory raised particular problems. Members of the
Civil Service and the Diplomatic Service were deemed to make
a tota sion contribution of 8 per cent, and this was
taken éégibaccount in determining their rates of salary.

If the required in future to make actual contributions
i imount, they would expect to see their salaries
increased. Not only would this raise the
éggion benefits were calculated but it would
ted allowances and overtime rates.
Arrangements to P adverse financial effects from these
changes would b :gf:-icated and hard to negotiate, It was
open to doubt whe'ﬂg’ e advantages of making the PCSPS,
contributory for a gfits would outweigh the resulting
problems.

ion schemes would not be able
isaged in C(83) 30 without
implications for the timescale

(e) Some public servi

to make changes of the so
primary legislation. Thi
on which changes could be

THE PRIME MINISTER, summing up the <§§%38510n’ said that the Cabinet
broadly approved the principles set Wyt in paragraph 3 of c(83) 30.
In particular, it was clearly necessary to bring public service
pension benefits and contributions into better balance than was now
generally the case; and an employee contriffutdhon rate of the order
of 8 per cent seemed reasonable, especiall n he light of the
recent increase in the pension contribution3—prid\by Members of
Parliament. The Cabinet were not, however, p dded that it would
be right to make the PCSPS contributory. They 34 needed to consider
in more detail how the approach which they favouriﬁ principle

for other public service pension schemes could be™ wto practice,

and it would not be right to make any announcement of Government's
intentions until this had been done. In this consid the scope
for adjustment in benefits need not be entirely ruled t the
Government's decision on broad policy, reflected in the sto,

to proceed by seeking realistic contributions should be mind.

The Chancellor of the Exchequer should now arrange for of to

undertake further work as a basis for consideration by Mini £2é>§
8 <§§9
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This should discuss the detailed technical, negotiating and
legislative implications of bringing employees' pension contributions
and benefits more into line in the main public service pension
schemes, other than the PCSPS. Similar detailed work should be done
on the implications of making the PCSPS contributory. Finally work

encouraged to adopt a similar policy to that eventually decided

: <§S§S:ould be done on how nationalised industries could best be required

the public services. Meanwhile any convenient opportunities
i presented themselves for adjusting employees' pension
nt¥ibutions in the public services should continue to be pursued.

<§fgé Cabinet -
é; vited the Chancellor of the Exchequer to

1

argdnge for officials to undertake the work
outMined by the Prime Minister in her summing up.
2. Took naote that the Prime Minister would

arrange Ayrther consideration by Ministers of the
whole ramg i

28 G ssues, once the results of the
‘:’ officials were available,

. detailed wo
5. The Cabinet considﬁggsB note by the Chief Secretary, Treasury

(C(83) 31) on public ser§§§§§ay and public expenditure.
A

THE CHIEF SECRETARY, TRE
expenditure plans for 1984-
with public service pay. Th
as a signal of its intentions
a figure of 3} per cent had bee He proposed that the figure
for 1984-85 should be 3 per cent.C”A Ipwer figure than 3 per cent
would point more strongly to a red in the level of pay
settlements, but in the light of cu§;§§g> pectations about 'inflation
it would risk being neither credible ustainable. If it could

not be sustained, its value as a constxfining influence on expenditure
plans would be much weakened. A higher figure, on the other hand,
would be taken as implying that the Government expected a level of

pay settlements much the same as in the preyi@y round. The

id that before finalising public

as necessary to decide how to deal
rnment's decision would be taken
next pay round. For 1983-84

assumption would determine the provision in th€ apgregate pay Bill
for 1984-85 and later years for increases in ’;- es and allowances
deriving from settlements up to March 1985. It cgp

provision for pay for all public service groups,
Armed Forces and the National Health Service, and L2 universities
and other expenditure treated in a similar way last
to the local authorities or the nationalised industri
Cabinet approved his proposals, the Public Expenditure
baseline for proposals containing public service pay (otf¢
local authorities) would be reduced appropriately. This
produce savings of about £400 million a year. The Governm
decision would need to be disseminated widely for operation

S]ns
and would become public knowledge. It should therefore be angézggs

9 '
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j immediately. It should be presented, not as a decision determining
any individual pay settlement, but as the provision in the Government's
C;%Sb cash plans. Settlements higher than 3 per cent were not ruled out;
c;;? but there would be a presumption that the additional costs of such
settlements would be found within existing provisions. Recourse to
§ the contingency reserve was not excluded; but there was no

resumption that it would be allowed.

PRIME MINISTER, summing up a brief discussion, said that the
t approved the proposals in C(83) 31. There were disadvantages
3 ing an explicit pay assumption; and in some circumstances,
for mple if it proved possible to move away from widespread annual
pa ements, it might be desirable to dispense with such an
But in present circumstances it was right to set an
assumption, and at a level calculated to influence the
ector by showing the'Government's determination to contain
public service pay settlements. The Government's decision should be
announced later that day on the lines proposed by the Chief Secretary,
Treasury; it geuwdd be desirable also to bring out that higher pay
ead to lower employment. It could be pointed out
gepthon of 3 per cent was consistent with announcements
# pade about provision for local authority current
Several Departments would find it hard to
accommodate pay incrg&s¢se\ significantly higher than 3 per cent in their

cj;;; negotiators would need to take full

Cabinet Office

15 September 1983
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