Prime Minister

Herewith, copy of a letter dated 5th
august from Ralph Harris, which I
have acknowledged.

It is a splendid Roll of Honour, and
of course any discussion with them
would be fascinating.

The real problem is to educate the
Cabinet, many of whom are economically
illiterate.

"They that are well have no need of a
physician, but they that are sick."

Could we get these heroes to talk to
some Members of the Cabinet?

IAN GOW

6th August 1981




Prime Minister

Herewith an extract from the Hansard
(House of Lords) for 31st July.

I have no doubt that Arthur Cockfield
is on our side; however, you should
know that there is considerable
impatience among our backbenchers

about the long delay in announcing a
decision as to what to do about Scott.
I had not realised that indexation has
now been extended as Ralph Harris points
out, to more than 5 million people
employed in the nationalised industries
and in Central and Local Government.

IAN GOW
6th August 1981




6th Augqust 1981

Thank you very much for your letter of 5th August.

The Prime Minister is most grateful to you for your
suggestion.

Thank you, too, for the Minutes of the meeting of the

Repeal Group, held on 23rd July. These I have read
with great interest.

I was also most interested to see the exchange in
the Lords about the Scott Report. I know that you
will not be put off by the barracking which you
received. I think that your supplementary question
to Arthur Cockfield was masterly.

I was most disappointed not to be able to come to your
lunch on Monday. Thank you very much for having kept

me supplied with cigarettes at Chequers. The box gave
me ideas above my station.

The Prime Minister enjoyed, greatly, having you and
Josee to lunch.

Let us keep in touch.

IAN GOW

The Lord Harris of High Cross
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RH/PH 5th August 1981

P,

I was about to send the two enclosures in a plain envelope when I thought
of a suggestion Mrs. Thatcher made on Sunday.

Deputy Director: John B. Wood

Y

More or less out of the blue she asked whether it might be useful to bring
together a select group of economists for informal discussions on policy at
Chequers during the recess. If this idea was thought to have merit, my sug-
gestions for participants in rough order of priority would be:

Harold Rose
Patrick Minford
Alan Budd

Jim Ball

Brian Griffiths
John Burton
Gordon Pepper
Ivan Fallon

There are others like Brian Walden and Sam Brittan about whom you can judge
at least as well as me.

e
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Lord Harris

Ian G‘OW, ESq-, M‘P"
c/o 10 Downing Street,
London. S.W.1




Public Service Pensions:
House of Lords

Friday, 31st July, 1981.

Thr House
Ciiay

met at eleven of the clock: The Lorp
Ct1.1.0R on the Woolsack.

Prayers—Read by the Lord Bishop of Oxford.

Public Service Pensions: Indexation

Lord Harris of High Cross: My Lords, T beg leave
to ask the Question which stands in my name on the
Order PJ;":,‘.

The Question was as follows:

-To ask Her Majesty’s Government whether” they
have considered how far to modify the indexation
of public service pensions m the light both of the
Scott Report and of the severe cconomic pressures
on incomes in the private sector.

The Minister of State, Treasury (Lord Cockfield):
My Lords, the Government are considering in detail
the issues raised by the Scott Report.  No decisions
have yet been taken, but we hope to reach initial
conclusions within the next few months.

Lord Harris of High Cross: My Lords, naturally [
thank the noble Lord for that rather sparsc Answer,
coming six months after the publication of the Scott
Report. Is the Minister aware that statutory and
discretionary indexation has been extendad rather
surreptitious!y until it embraces over 5 million people
employed in nationalised industries and in central
and local government? Accordingly, will the Govern-
ment take a rather hard look at two aspects of present
arrangements? The first is whether the Government
Actuary underestimated the cost of indexed Civil
Service pensions, which he put in the Scott Report at
16-8 per cent. of salaries, whereas the Scott Report
estimated that perhaps a figure twice as high—namely,
36 per cent. of salarics-—-might be more appropriate.

Several Noble Lords: Spcech!

Lord Harris of High Cross: My Lords, the sccond
question concerns the choice of index. Do the
Government consider that the retail price index is
appropriate for calculating indexation when it reflects
not only the debasement of the national money but
also a rise in relative import prices and shifts to taxes
on expenditure, such as VAT ?

Lord Cockfield: My Lords, the Scott Report raised
far-reaching and important issues which require very
carcful consideration. TIn these circumstances I think
that the time taken—which is an indication of the
depth of consideration which has been given—is not
unreasonable.

On the other points raised by the noble Lord, the
Government give attention to all representations
received and views expressed, including those expressed
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by the noble Lord. But | sugpest that the g
course would be to wait untid sich trne 8 the Gover

ment have stated their initel conclunions

Lotd Plant: My Lords, will the Moater agree th
the Government Actuwary diud nol overestimate ]
efflcct of ndex-inking ©n Ol Sevvice pension
Will he abo agree that havang just sctiled a lo;
Civit Service stnibe, o have wir eonfrontatic
wauld not be i the best snlereads of the country?

%

BIANRY

Lord Cochtictd: My Lords, Do Bt tkink that g}
be the nipht ecganon on whoch 1o endeavour
On the Conal Seevior dispy
that his now and U think the importa
thinp s L (93 restore harmesneows relations rath
than indulpe in dwcusuon of the e,

would
debits the ot Keport
Berent actided,

lord Boardoan: My Lords doos my nobk frie
agree that it is gquite imponssble L0 coal euther the val
of ar inflation-provied prowon of the hakdlty that
places on an emplover? Foe that reason, docs 3
agree that no private employet can affard to fund sug
pensions T Will thene be factons which are wken ing
account ir. the preicnt conederstion

Lotrd CockBield: My Lesds, of course | noie what m
noble [nend siys. Theo particular ssoer were di;
cussed at length ap the Soon Heport #tslf, which |
now the subject of the Government’s detsiled ooy
sideration

Lord Bruce of Doadegion: My Lotds, will the noki
Lord pive the Heuw the amurazas that the Emite
pledpss that have already been made by Her Majesty
Government, or or ther behall, i regund 19 indexatio
will, in fact, be hoaoured in any eveni ?

Lord Cocifteld: My Lords, we are, of coune, awar
of various statemenis which were mady and which s
no doubt, thowe that the poble Losd Bas i minc
These are a matter of importance and full regard wi
be paid to them in consideration of this problem.

Lord leatheriznd: My Lords, whea the Governme:
are considering public w pensions will they.
perhzps by somz accideni-—extend thst consderatic
to include Members of this House?

VIce

,in 80 far &3 Members ¢
s, they wre eovered by
from thos which were th
ntiee Report,

Lord Cockficid: My
Houw
different pension scheme
subject of the Scott Conu

3% H P
this draw pens

Lord Leatherland: My Lords, that was not quite th
answer that I scught. My question was directed ¢
the Minister 1 order 1o gscertain whether fong-servis
and somewhit tly Members of this House coui
themselves look forward 1o a pension under this ne
scheme.

Lord Cockficld: My Lords, I am well aware of th
point that the noble Lord was trying to make, but
fear that it hes cutside the ambit of the Question o
the Order Paper.




