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The Cabinet were informed of the business to be taken in the House

gf Qommon§ in the following week and that the House would rise for the
Pring Adjournment on Friday 24 May until Monday 3 June.

: The Government had lost

overnment Bill was now not going well.
(227 d81ons and were likely to lose more, because a significant
ﬂ%é;§9f crossbench peers were not persuaded of the merits of the
epds proposals. Although it would probably be possible to win
votes by marshalling all the Government's supporters, this
one often., It might well be necessary to reverse a

fiumber of amendments in the House of Commons.

could p
Considera

The Cabinet -

Took note. @

i-b THE FOREIGN AND

¢Panon remained very b

;TProvement. The declin€é 1
end towards fragmentatio
been a lull in i

R in inc

and Palestinian armed groups I

ALTH SECRETARY said that the situation in
there was no prospect of early

e Lebanese Government's authority and the

e country continued. There had,

between Israeli forces and Lebanese

THE
Bl igREIGN A§D COMMONWEALTH SECRETARY saNp that 58,000 famine victims
s en forcibly evicted from the Ibnat relief camp at the end of

+ Some deaths had resulted. Reports that shelters and medical

NZE;i;EIZS had'been burned had, however, been d by the United

The EthiOOTOtdlnator_f?r Famine Relief in Ethio Kurt Jansson.
evicteq tPlan authorities ha@ agreed to allow.some 0 of those
representotx_'eturn to the relief camp. Tbe United .h§d supported
Administr:t%ons by Mr Jannson to the'Chalrman of Fhe %mnal

evictio ive Council, golonel Mengistu, expressing c at the

i NS, Colonel Mengistu had disowned the action ta d said that

1t wo : . SN
uld not happen again. This unusual admission appeare:

the ip ;
Pression made by the strong international reaction.

%,
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Annids THE FOREIGN AND COMMONWEALTH SECRETARY said that Mr Der.lis Healey, who
of Vi b Was representing the Labour Party at the celebrations in Moscow to mark
Europe, the 40th anniversary of the end of the war in Europe, had said that the
C.EIEbratIOn

United Kingdom Government should have been represented at a higher level

C§§> han had been the case and that a member of the Royal Family shou}d have

rticipated, This view was not justified. It was true that Admiral of
PreviOUS Fleet Earl Mountbatten had attended the 30th Anniversary

in MOScoW

Reference. rations in Moscow in 1975, but since then the Soviet Union héd
CC(85)4¢B \ d Afghanistan. Because of this, senior British representatives
C°“Chwion 2 80 had not attended the annual military para?es in Moscow. The
inute 5 2 e iew among our European partners and our allies about the
Pres nts had been that attendance by Ambassadors at a wreath'
laying he military parade and at a reception would be épproprlate.
The Amb ors of the United States and the Federal Republic of Germany
would not d the parade, since there were special reasons 1n their
Cases,
The Cabinet -
Took note, @
COMMUN Ty

"FAIRg 3. THE FOREIGN AND CO TH SECRETARY said that it was probable
-~ that the European Parlia

P yhich was discussing the gommunity's draft

“lnance bgdget for 1985, would pro%gfr xo transfer the United Kingdom's 1,000
D1llion ecu (about £580 milabatement for 1984 from the revenue to

PreviOus the expenditure side. If soNTthe&gouncil would restore the correct

geference: m8th9d and the European Parli.
C(8 ) 15¢h feading of the budget. The im\e R
i Kingdom Parliament of the revised

tlnute 3 Intergovernmental agreement on finWhge dpr 1985 was under discussion
“ith colleagues, C;j?
‘\gricult
i THE FOREIGN AND COMMONWEALTH SECRETARY reported that he had held a
&Vioyg Weeting on the agricultural price fixing with the Chancellor of the
eference EXChequer, the Minister of Agriculture, Fisherie d Food and other
C(85) 15£h c?11e88UeS. They had congratulated the Ministef(of griculture,
onclusiOns Fisheries and Food on his tenacity and skill in ficult !
lnute 3 ° Degotiations so far. These negotiations would be in the Council
gf Ministers (Agriculture) on 13 May with a view to clusion. They

f
In general, the United Kingdom should continu
Commission which had been holding to a firm line. T
Kingdom's tactics had been successful so far in stren
Commission's resolve. There would now be some small cha
Commission's proposals in order to make a settlement pos

ad agreed that the United Kingdom's approach should
etg

a.
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reduction and the Federal Republic of Germany o?posed thl?’ t:ﬁ
preferred option would be to get a price reduction by votlng _eh
Germans down. If a vote were resisted, the Government would wis
to leave no doubt that the Germans had invoked the Luxembourg

<::> b On cereal prices, if the Commission continued to propose some

compromise, as this action could be helpful to the United Kingdom

in discussions on the future of the Community.
<§S§§> : On the beef variable premium the Minister of Agriculture,

sheries and Food had now succeeded in including in ;he iy
gidency's document the continuation of the scheme for a

d<;;;> milk the United Kingdom opposed the suggested small

lncreasenin the quota for the Republic of Irelénd. .If th;chogld
not topped, the Minister of Agriculture, Flsher1e§dag thog y o
might\Xish to register his opposition by a vote, provide a

did not imperil other British objectives, including the
continuation of the beef variable premium.

€.  On budgé cost, if the proposed settlement were to involve
an increase a\\ceiling set in the intergoYanmental agreiment
for 1985, thenl\( jat Council with Finance Ministers would be
required, ‘ to 1986 the present estimates of the 8
b“dgetary consequepephgadid not make it necgssary to }nvoke a gox
Council., C(learly, p financial guideline were likely to te
breached, the United aptlom would want to demand such a join

Counciill. | ‘T there wete further increase in estima?ed c9i£';n
1986 above the level n gseen but the figure was StliltWIenlthe
the guideline, there wou'?1('¢inue S OForE s RRRAC DL RE TGN ENS

Chancellor of the EXChequ;‘¢i§2;>MiniSter of Agriculture, Fisheries
In dig t
P

and Food and himself.
i Chsgion ithuas pointed out th re were also some problems of
lmport

ance to the United Kingdom on s at which needed to be
resolved, ﬁ
The Cabinet - <E§§>

Took note,
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by the e
OfB“dU? of Socia
i f a mem e i
i on o g 5
ir cons1der?éz85) < ;ecret?ry ogd the
inet resumed t?el el c)' FhEdiSCUSSIOn a
80 4 The Cabine Ce Fhn SOGIared 1 memo?ans. by ch
SEC Secretary Oihz}t’aalso c?gg;diz) eers
& i (c
. s ial Services
b ¢ §5 for Socia
PrevioUs <;§;>

ly.
arate
ded sep

ached are recor

1 re

conclusiong

CC(85) 15th
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LIMITED CIRCULATION ANNEX
CC(85) 16th Conclusions, Minute 4
Thursday 9 May 1985 at 9.00 am
SE Th : :
REggRITY ofesgablne ed their consideration of a memorandum by the Secretary
Ew T ate fo 1 Services (C(85) 9) on the review of social security.
.Pre- Se Y also con@deed a memorandum by the Secretary of State for Social
efvlous TVices (C(84 n pensions.
etencE:
50(85) 15¢h
lnute 7 2
HOusi
n
B :
Snefit THE SECRETARY OF STATE FOR

L SERVICES said that the review of
of the social security review, had
inquiry under Mr Jeremy Rowe. He
of the inquiry's recommendations

oUsing benefit, unlike other
€en carried out by an
Proposed that many
should pe accepted:

indepen
although not

grounds: ¢p _ The present had been criticised on several
oF work: that those in work were tr ess favqurably than those out
with rént ?t help with rates went fu p the income scale than help
adminisce ?, that the scheme was LESNEG understand' a?d Fo
1979-g0 r; and that expenditure had ri rply from £1.2 billion in

to £4.2 billion in the current o that one-third of all

househo1ds o

oWt s en ik : : :
Would be pa ceived benefit. He propos tHat in future entitlement

that G ged on the same income test as the incoge support scheme so
income su In and out of work would be treated consxs?ently. Above the
simple stgp?rt level benefit would be reduced, as income rose, by a
taperg alghtforward formula instead of, as at pregent, Py separate
claimant. The
income support
ursement for
for rents
ent., This
ould be
1d thus
the
A
or

Scheme.le; for capital disregard wou}d apply as fo
both L, Owers would be taken to fix percentages o
€8 and rents, with the maximum level of ass

was to es:tblpo per cent, but that foF rates at only 8
complete] ablish the important principle thag no house
ONES ihlnsulated f{oy the effect of rate increases, ar
) approach t)? accountability of 1local government, in lin
€ing adopted in the review of local government f

reserv
e z >
POwer would also be taken to impose a cap on rents eli
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housing benefit on any individual local authority in whose area rents
wWere being raised unreasonably because the bill was being met by housing
benefit, The direct subsidy to local authorities by specific grant
would be limited to 80 per cent of benefit cost so as to give local

&“‘_‘thOrities a greater incentive to control costs. These changes would

eld savings of €560 million in the first year, by far the largest

gle contribution to the short-term savings arising from the social

ity review. The number of recipients of housing benefit would be

dyced by some 1.8 million, about a quarter of the present total. Most

feclpients would lose because of the move to less than 100 per cent

felmbursement of rates but the average loss from that change would be
about 85 pence per week. 800,000 recipients would gain but some

1.9 milligg would lose more than £2 per week.
In disC&

the following main points were made -

e

e g the reimbursement of rates to 80 per cent would be
unpopul the Government would be more likely to take the blame
for rate ses. The sums which households would be required to
Pay woul be so small that there would be little
significant on the accountability of local government. An
alternative ch would be to require a standard minimum
contribution, in absolute lump sum terms, towards the cost of

‘ local services. e inital impact of such a proposal would,

however, be severe because of the wide variation in rate levels and
In the scale and nature of local services in different areas. A
minimum percentage contribution seemed therefore to provide the
most workable approach. though a 20 per cent contribution was
§ma11 and might not do immediately to improve accountability,
1t would be wvaluable e established the principle. The
application of the princi& any new form of local revenue to

replace or supplement rat d need to be considered in due

course,
b-. Although expenditure on ho benefit had increased rapidly,
this was the result partly of to more realistic council

house rents which the Government
levels of unemployment, There woul
the housing benefit changes on the p members of the community
| and the pressure this might create for assistance under the new
f cash limited social aid scheme. Transitional cash protection of

the kind which had been agreed in respect of the supplementary

benefit changes would however be expensive if extended to the
‘ changes in housing benefit, and ought not to nceded, at least

ouraged and partly of high
ncern about the effect of

at the Green Paper stage. Moreover, many of orer members of
the community would benefit from other cha the over§11
Package of sgsocial security’ reforms. The in housing
benefit, which at present went too far up the in ale, were a
major element in redirecting assistance to thos in need.

' Cash losses were in general unlikely to arise if tructural
changes coincided with a benefit uprating. This

\
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c. The proposals would not be welcome to local authorities. They

would be faced with the administrative burden of collecting small
amounts of rates from households at present fully rebated. In
certain areas a rates strike with the connivance of local
authorities could not be ruled out, although the existing
Qisciplines on local authority finance and on the conduct of
individual councillors ought to prevent that, Local authorities
would also be concerned about the effect on the rate support grant
arrangement of the proposal for limiting specific grant to 80 per
cent of housing benefit costs. It would be necessary to insert a
Passage in the Green Paper promising consultation with local
authority associations on these matters.

d. would be important to ensure that the housing benefit
Pro were not inconsistent either in principle or in detail
with oposals recently approved for deregulating lettings in
the p rented sector. Consideration had been given to
applying ts for rent reimbursement to avoid exploitation by
landlords

the wide variation rents throughout the country made
le. It would be sufficient to rely on reserve
powers to 1i t reimbursement in particular areas.
THE PRIME MINISTER,

summing up this part of the discussion, said that
the Cabinet Ag :

Sans approved evproposals made by the Secretary of State for
eclal Services on housing benefit summarised in C(85) 9. In

girtlcular. the income test should be aligned with that under the new
Come

Support scheme and the same rules of capital disregard should
2Pply%_there should be a single_taper, applying to both rent and rates,
OT withdrawing benefit as n ome rose; maximum help should be 100
Per cent for rents but only cent for rates, with a power to fix
nzggr Pe€rcentages; a reserve po uld be taken to impose rent cap if
% €Ssary in individual local au areas; and the direct subsidy to
thgalbauthprlties by specific gran ld be limited to 80 per cent of
enefit cost. Great care be needed 1in presenting the
§:°P0§als both to avoid the charge every household now receiviqg
unneflt would, however poor, be oblige et extra costs and to avoid
Necessary conflict with local authori ver the working of the new

System, ’
The Cabinet =

1. Approved the proposals on housing benefit in
C§8§) 9, subject to the points made in the Prime
Minister+s summing up of their discussion.

f

T .

egie SECRETARY OF STATE FOR SOCIAL SERVICES said co
itial in the arrangements for pension provision: mber of

in 2035,

was likely to rise from 10.1 million in 2005 to
would f. over the same period the ratio of contributors to
fall from 2.2:1 to 1.8:1; and the cost of state pens

Pensionerg
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rlse from £15%4 billion in the current year to £45 billion (if basic

Pénsions were uprated by prices) or £66 billion (if uprated on earnings)
in 2033-34,

= These costs would be a great burden and decisions were
9 eeded now if they were to be avoided. In addition there was a strong

€ase for reducing State involvement and giving all those in work the

ri ; 6
8ht to an occupational or personal pension. There were, however,
a

oblems in making the transition from pay-as-you-go to funded
&gements and as regards the expectations of those nearing

ecurgment. Followigg disFussions in tpe Ministeri§1 Group on Social
o ity futh?r consideration had bgen given to the issues by.a small?r
N P of Ministers under the Prime Minister's chairmanship. His
bas?°38ls were set out in C(85) 12. They were to make no change in the

1¢ state pension but to phase out the State Earnings Related Pension
S) for men aged under 50 and women aged under 45 between
1989-90 and to replace it with compulsory private
ugh occupational, industry or personal schemes with a
tion of 2 per cent each by employers and employees by
ansitional period. All rights earned under SERPS would
for men aged 50 or over and women aged 45 or over
e until their retirement. These proposals would
baseds i ely controversial, but they would be more soundly
. an pres angements and offer the individual much greater
nvolvement and mu

ter choice in his pension arrangements.
In dj : > . .
1scussion the fol¥wing main points were made -

al

SERPS would
undoubtedly be

Whether or not the burden of SERPS would be supportable in the
Next century depended crucially on the country's economic
performance in the meantimg. It would be unwise to say that the
Necessary growth would appen. The case for change was very
Strong but rested rathe he imprudence of assuming that the

grow§h would happen and t r benefits of the change to private
Provision,

b, The proposals for deal
Problems and with the position
a2 long way to meet major cri
lportant to ensure that the new a
the needs of people such as those oved jobs frequently for
who? occupational schemes would n e satisfactory or were
unlikely to be available. The proposals for early leavers in the

Present Session's Social Security Bill, and for personal pensions
should meet these needs.

h the short-term transitional
e nearing retirement would go
. It would, however, be
ents would be able to meet

C. Broadly those who did not contribute PS would not be
covered by the new compulsory requirement. particular the
POsSition of the self-employed would be unchange e low paid and
unemployed would not contribute.

d. There would necessarily be a very great increo the funds
of the pension industry and it would be important ure that
fully adequate arrangements for investor protection w place.

P 3
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It was also necessary that occupational schemes established by
companies should be on a fully-funded basis to protect contributors
dagainst such eventualities as company insolvency.

Very careful attention would need to be paid to effective
Presentation of the case for the proposals. The danger was that
tﬁe long-term advantages would be overshadowed by immediate
disadvantages. Contributions would rise for those at present
Cogtracted—out of SERPS and the changes would be blamed even though
th%s would have happened anyway. Combined National Insurance and
Private contributions for those at present in SERPS would also rise
for lower benefits. Employers would be faced with more complex
ents, Furthermore the Opposition were very likely to
repeal which would be likely to create great uncertainty

summing up this part of the discussion, said that
d the proposals made by the Secretary of State for
nsions set out in C(85) 12. 1In particular, for men
omen aged 45 or over, SERPS should continue until
for all other employees SERPS should be replaced
requir ! 87-88 to 1989-90 by a minimum priYate pension
i toeﬁént. This volve preservation of.gll SERPS r1ght§ earngd
1987-88 987; reduced®rates of accrual of additional SERPS rlgth. in
Privats and }988—89 apd no new SERPS rights thereafter; and a minimum
eack pension contribution by employers and employees of 1 per cent
in 1987-88, of 1% per cent in 1988-89, and of 2 per cent each

aged 50 or over
their retirement,
over the three ye

the . 5 ;

mat2§after° National Insuranc ontribution rates would be changed to

Bhe fex In presenting the pr ls it would be important to emphasise
'Mprudence of continuing ERPS and the advantages of private

Provisign,

The Cabinet - O

2. Approved the proposals on p in' C(85) 12.

o

OF STATE FOR SOCIAL SERVICES said that the death grant had
he same cash level - £30 - for many years. This was now
compared with the cost of a reasonable funeral, and the
cost was fast approaching the cost of the benefit. He
gfore that the grant should be aboli Those in need
€ provided with help through the social aid s

THE SECRETARY
Tema ined at t
Erisory when
administration

Proposed ther
Would p

The Cabinet - I

3. Agreed that the death grant should be abolished

Q
KN
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THE SECRETARY OF STATE FOR SOCIAL SERVICES said that the maternity grant
had also remained at the same cash level - £25 - for many years. He
Proposed to replace this universal grant with a grant of £75 to mothers

of low-

income families, ie. those on supplementary bgngfit.or in receipt
@f family credit. He also proposed to make the qualification period for

ternity allowance more relevant to working women and the period of
ent more flexible.

The Cabinet -

4.  Agreed the proposals of the Secretary of State
for Social Services on maternity grant and maternity

alliﬁlp‘e.
widowsl

Benefit THE SECRETAR
Teplace the gh
Y a lump sum
Concentrated more

TATE FOR SOCIAL SERVICES said that he proposed to

m widows' allowance (currently paid for six months)

f £750. Thereafter, continuing benefits would be
ows aged 45 or over and those with children.

n that a lump sum grant of £1,000 would be more
n€arly equivalent to e short-term allowance that was being replaced.

It would be better to set the grant at this level from the beginning
father than to have to concede it later in response to pressure. It was

also noteq that, as with the present arrangements, the new proposals
Would not extend t

In discussion it was

o widowers. ere might be some risk of challenge in
the European Court, but the n f widowers were not the same as those
9f widows and the cost of ex arrangements to them could not be
Justifjed,

The Cabinet - o

3. Agreed the proposals of the ary of State
for Social Services on widows' ben®l nd that the
amount of the lump sum grant should at £1,000.

stUdentS

oU% SECRETARY OF STATE FOR SOCIAL SERVICES said that in line with the
Gov?rnme“t's general stance that young people should not depend on
Social Security benefits, he proposed to announce j s Green Paper an
iDtention in principle to exclude students fr lementary and

Ousing benefits, This would be carried forward 1 light of the
SecTetary of

H State for Education and Science's revi?w ent gr:an(:s(.i
5 an§ the Secretary of State for Education and Science(fla 1lso agree
Certain short-term measures affecting students' entitlem benefits
¥hich youyqg

need to be announced the following week in o allow
3dequate time  for consultation with those conce _ be fore
‘mplementation from the beginning of the next academi in
sePtember,

SECRET
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THE PRIME MINISTER, summing up a brief discussion of these proposals,

tate for Social Services proposed to deal with student support in his
Green Paper,

;aid that the Cabinet agreed with the way in which the Secretary of

They considered, however, that the short-term proposals
@“M not be announced in advance of the Green Paper. They accepted
e

Announcement

t this might mean that the measures could not be implemented from the
0ning of the next academic year. The Secretary of State for Social
€és should discuss the implications of this decision with the

g ancellor of the Exchequer and the Secretary of State for Education and
Clence,

The Cabinet =

note, with approval, of the Prime Minister's
of this part of the discussion and invited
y of State for Social Services, the

tate for Education and Science and the
he Exchequer to be guided accordingly.

THE SECRETARY oF ST * SOCIAL SERVICES said that in C(85) 9 he had
pr°p°§ed to increase e rate of unemployment benefit and reduce its

dration from 12 to 6 months. The effect would have been to reduce the
oVerlap between unemployment and supplementary benefit thereby making

t ¥ 4 . g
he. arrangements in this area easier to understand and simpler to
administer, There

210 0 : would, howgwer, be a consequ§ntia1 incFease of
i 00 in the numbers receiv&upplementary beneflt.: after six m?nths
themPIOYment while 85,000 peop d no longer receive any benefit at

€ end of this period, On tion, he did not think that the

binefits of these changes woul orthwhile and he therefore now
PToposed to make no change in the a ents for unemployment benefit.

The Cabinet =

7. Agreed that there should be no in the
arrangements for unemployment benefit

T .
wgildsECRETARY OF STATE FOR SOCIAL SERVICES said that the Green Paper

had ¢ MW need to be finalised in the' light of the ions the Cabinet

Prop aken.  There was a good deal of work t9 be d he therefore

to Pg§§§ that Fhe Green Paper should be published a tatement made
tament in the first week after the Spring Adjour

THE PRIME MINISTER,

comp] summing up the discuss{on, saiq t Cabinet
COncer:egted the Secretary of State for Social Sgrv1ces 1 t?ose
were fe on the work that had gonme into the review. The usions
Even igr:teachlng and would need careful and effective pr &t ion.

it had been possible to publish the Green Paper ea
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i i June.,
agreed that publication should be in the week commencing 3

j d Cabinet
% would not be desirable to do so just before the Adjournment an
The Cabinet -

’ ; oS e
@ 8. Took note, with approval, of the Prime Minister

summing up of the discussion and invit.:ed the Segxi':a‘ti;y
of State for Social Services to be guided according

Cabinet Office ‘@
10 May 1985 A
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