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SOCIAL SECURITY BILL

Thank you for your letter of PS February about legislation on the one per cent
reduction in social security benefits.

I am quite content with your suggestion for the two alternative bases on which
possible Government amendments to clause 1 of the Bill might be drafted. One
should provide for shortfall and overshoot for long-term benefits, including
invalidity benefit, and the other should also do likewise for short-term benefits.
Both provisions would exclude public service pensions.

Subject to any comments from Christopher Soames, I agree that draftsmen should
proceed with this approach in readiness for any developments which might make it
necessary to amend the Bill on this question.

I am copying this letter to the Prime Minister,’ Christopher Soames, Francis Pym,
Michael Jopling, and Sir Robert Armstrong.
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SOCIAL SECURITY BENEFITS - LEGISLATING FOR THE 1 PER CENT REDUCTION

You copied to Christopher Soames your letter of 25 February to
Patrick Jenkin.

I agree that we must not improve the position of public service
pensioners while the Scott Report is under consideration. But we
should be equally wary of discriminating against them. The
alternatives canvassed in your letter would - taken with the 1%
reduction this year - be perceived by staff and pensioners as a
marked worsening. The difficulties of achieving higher contribu-
tions - or, indeed, any negotiated solution - following Scott
would then be greater. The solution we are looking for must, I
feel sure, be a carefully balanced package and it will be harder
to achieve if we make perceived discriminatory changes piecemeal
in the meantime.

I do not believe a general provision on future shortfall is
required at this time; there is no need to legislate immediately
on 1982 and later upratings. If necessary, we could undertake to
legislate next session. This would have two advantages. By then
we shall have reached conclusions on Scott. And it would allow
time to come up with a properly considered and workable proposal.
You may not know that my officials, Patrick Jenkin's, and
Parliamentary Counsel discussed the technicalities of Clause 1
last week. 1 gather there is much complexity, and a hurried
amendment at this stage would carry a significant risk of proving
to be unworkable.

I am copying this letter to the Prime Minister, Patrick Jenkin,
Francis Pym, Michael Jopling, Sir Robert Armstrong and Sir Henry
Rowe.

BARNEY HAYHOE
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SOCIAL SECURITY BENEFITS - LEGISLATING FOR THE 1 PER CENT
REDUCTION

Thank you for your letter of 12°February.

I am glad to see that you agree with me that the utmost
effort must be made to ensure that clause as drafted becomes
law, and we do not have to give statutory extension to the
concept of making good short-fall in future years. As I
said before, we must rest on the Prime Minister’'s statement.

However I have accepted that we have to think about a possible
fallback or fallbacks, although as I say I sincerely hope
that they will not turn out to be needed. I am sorry to

see that you are not now happy with what we had previously
called Option B - giving the shortfall/overshoot protection

in respect of state retirement pensioners and associated

long term benefits, but not for short term benefits or public
service pensioners. My own feeling is that short term benefits
and public service pensions are very differaent, in that they
are not covered by the Prime Minister's statement - on this
point I cannot accept Christopher Soames' argument that

because of the legislative link the statement should be

deemed to cover public service pensions. And as I have

argued before we must do all we can to prevent the extension
of solid indexation.

We are at the moment only talking about possible fallbacks,
and final decisions do not have to be taken now. Indeed it
would be wise to wait and see in what form pressures
developed before finally making up our mind. I accept,
however, that it is desiraeble to have some basis on which
Government amendments for use in extremis can be drafted,
and I would like to suggest that this be done on two
alternative bases.

/First,




First, notwithstanding what you say, I think we should try
to stick to what we used to call Opticn B. I am not convinced
it would be as hard to explain or justify this as you
suggest. I accept the perhaps technical oddity that Option
B means that we should be able to claw back overshoot on
retirement pensions but not (without further legislation)
on public service pensions or short term benefits, but

I would I think be prepared to accept this; in due course
we might want to do something anyway on public service
pensions following Scott, and the short term benefits in
question will be less widespread when we have ESSP (we

are of course under no constraint so far as short term
supplementary benefits go). I hope you will be able to
agree that drafting at least should proceed on this basis.

My alternative suggestion would be to make the longer term
protection in respect of undershoot (and claw back power

in respect of overshoot) extend to state retirement pensioners
and associated long term benefits, and social secuirty

short term benefits, but not public service pensions.

The difference between this and Option B lies, of course,

in the treatment of short term benefit. I feel strongly that
we should not do anything which improves the position of
public service pensioners for the better, pending our
consideration of Scott. I accept, as I say, that we may

in due course want to make other legislative changes in
respect of public service pensions, and I can see that
Christopher Scames might argue that the time for breaking

the link with state retirement pensions should be then

rather than now. But I think our supporters would find it
very difficult to agree that a benefit we were statutorily
conferrirg on state retirement pensions should extend to
public service pensioners while Scott is still undédr study.

I do not ask at this stage that we should take a decision
as to which, if either of them, of these options we should
go for if we are pressed. I prefer the first, but a final
decision can be taken in the light of circumstances.
Meanwhile I hope that you and Christopher Soames can agree
that draftsmen should proceed nowon these two alternative
bases. )

I am copying this letter to the Prime Minister, Christopher
Soames, Francis Pym, Michael Jopling and Sir Robert Armstrong.
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LEGISLATION FOR THE 1% REDUCTION
Thank you for your letter of 3 February.

I well understand your concern; and I think I can meet the specific point
you raise. You will see from the attached copy of my letter to
Geoffrey Howe what I have in mind, and why. fThis will leave us free to handle
N L] v
the forthcoming Bill in whatever way is best designed to secure our objectives;
h : J
and will, of course, close no options for future policy changes.
] ? p & 2

I am copying thais as for your letter.
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SOCIAL SECURITY BENEFITS - LEGISLATING Fur THE 1% REDUCTION

Thank you for your letter of 28 January. You will have seen Christopher Soames'!
letter of 3 February on the same subject.

I entirely accept your point that we must take our stand on the clause in the
Bill as drafted and the Prime Minister's statement. But we must reckon with
the very real possibility that our own Backbenchers as well as the Opposition
will argue that the strength of the commitment supports rather than removes
the need for putting it into legislative guise. The usual Government
argument against legislation - an argument adopted by both Parties - is the
ne=d for flexibility. It will not pe easy to persuade the House that a
prozise is just as good as legislation, or rather better.

As regards the form of a fall-back provision to be drafted for use in extremis,
I would certainly want your officials associated with mine; and CSD officials
would also be kept closely in touch. I have been thinking again about the

form of the fall-back, and I would like t» nrropose something rather more simple
and to the point.

The amendment we would be eeeking to counter would probably be one requiring
making good of shortfall across the board and irrespective of whether the
previous year's shortfall had been deliberate or accidental. If we could
counter that with an amendment providing for making good only accidental
shortfall, and balancing this with a power to claw back the previous year's
accidental overshoot, we would have achieved all we could reascnably expect to
echicve. The much more complicated Option B; with neither shortfall nor
overshoot provisions for short-term benefits and public service pensions,
would, I confess, be extremely hard to explain let alone justify. If, as is
always possible, we want to make a deliberate distinction between different
benefits in different years, I think we must legislate to that end. GShortfall
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I now propose W d of course meet Christopher Socames' point,

while leaving us free to leg ate for change in the 1b service pension
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arrangements if and when we thought this appropri

I am copying this as for your letter.
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LEGISLATION FOR THE 1% REDUCTION

Thank you for sending me a copy of your letter of 22 January to
the Chancellor of the Exchequer. I have also seen his reply
of ZQ/January.

I am disturbed by your implication that the Government should

be ready to introduce option B as an alternative to our agreed
proposal. I believe this option would create more problems than
it would solve. The arrangements for public service pensions
increase are contained in that section of the Social Security
legislation which covers increases for state pensioners and are
directly linked to them. Public service pensioners will therefore
have noted the Prime Minister's assurance and we must be careful
to avoid charges of breach of faith. And it is surely not through
a back bench amendment of this nature that the link between state
and public service pension increases should be broken.

I hope that you will make every effort to stick with option A,
reminding the House of the Prime Minister's earlier assurances.
The Government's proposal could then be presented as retaining
maximum flexibility in avoiding over-complication of what is
already very intricate legislation.

I am copying this letter to the Prime Minister, Chancellor of the
Exchequer, Chancellor of the Duchy of Lancaster and Chief Whip

and Sir Robert Armstrong.
L?{LNAﬂv A S
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SOCIAL SECURITY BENEFITS - LEGISLATING. FOR THE 1 PER CENT
REDUCTION i
Thank you for your letter of 227 January. I am most
grateful to you for your agreement that the Social Security
Bill should be introduced on the basis of Option A set out
in my minute to the Prime Minister on 16 January.

I note what you say about the possibility of having to

shift our position, and I do not wish to object to your
having an alternative clause prepared on the lines you
suggest. No doubt my officials can be associated with this
(and of course I need not emphasise the need to keep this
piece of planning confidential). But I should say now

that I should want a good deal of persuading to agree that
we should table the alternative clause. The fact is that
the Prime Minister has given a pledge that for the life

time of this Parliament shortfall will be made up on state
retirement pensions. That is good enough for me and it
should Be good enough for our supporters. But we shall see;
as you say we may get an indication of our backbenchers
attitude come Second Reading.

Incidentally, I can see that the Prime Minister pledge will
need to be repeated in debate. But I hope we can rest on

it as it is and not find ourselves extending or embellishing
it. If the situation arises where support for the Bill as
introduced depends on some extension, then we could examine
that as an alternative to introducing Option B into the
legislation. But this is a possibility we should need to
consider together if the situation arose. Meanwhile we
should rest on what was said in the House on 25 November

and go no further.

/1 am copying this
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I am copying this letter to the Prime Minister, the
Lord President, the Chancellor of the Duchy, the
Chief Whip and Sir Robert Armstrong.

GEOFFREY HOWE
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The Prime Minister has now rpﬂli'ed to your minute of Manuargr and has
indicated her prefcrence for Option A if it can be carried through the
House of Commons. I shall now arrange for ?arllg., lentaxry Counsel to be
instructed to draft accordingly but the Prime Minister's qualification is,
of course, at the heart of the matter. My view on this was omitted, due I
understand to a secretarial slip, from your minmmte (you will see that on
page 2 four arguments are promised but only three are given). Perhaps I may
state it for the record:-

"You [The Prime Min =ter] gave an ungualificd assurance on shortfall
so far as pensions go in the House on 25 November and that being so,
there is no reason why it should not go into the legislation - and
indeed it would be very difficult to resist an amendment which was
subsequently put down to make it statutory. Such an amendment is
almost inevitable."
itior. amendment on these lines
the Prime Mi
th this, all well and rood, 916 perhaps
/e shall get a Lalll lear indication of their attitude to emerge during the
Second Reading debate. ut we @ cady to bring in a_clauge of our own
(on the lines of Option B aesuming this nlll satis{y our supporters) if a rfi)
defeﬁi either in Committee or on Report looks possible, I intend therefore to
ask for Parlismentary Counsel to be instructed to have ready an amended clause
£0 t:at Ve may ﬂﬁift ou“ ground quickly and L_\oe fully if it becomes cleaxr that
our supporiers are deiermined on a statutory commitment to making good
gshortfall. In this event I hope you will be able to agree to such an amendment
being tabled
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ri inister, to the Lord President, and
spondence to the Chancellor of the Duchy

I am copying this letter to
with copies of the previous corr
of Loncaster and to the Chief VWhip.

he
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